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The Dean of Arts and Sciences and Trinity College has also
been requested to review the house course program. Part of the
initial reasoning behind the establishment of house courses was to
allow the teaching of unique, nondepartmental courses without
requiring the instructor to go through the lengthy process of
establishing a full-credit course and to offer courses in a
setting and style different from the traditional classroom format.
Unfortunately, faculty involvement has diminished significantly
over the last decade. They teach few courses and, as sponsors,
are seldom actively involved in student-taught courses. 1In
addition, there are some procedural problems with the establish-
ment of house courses and with the timing of their announcement

which require review.

In addition, the Dean of Arts and Sciences and Trinity
College has been asked to consider the desirability of matching
students' dormitory placement with the sectional groupings of
English I classes. It is hoped that such an arrangement will
promote discussion of ideas from the courses in the house, and
might facilitate holding of tutorial sessions in the dormitories

on occasion.

2. Minority Affairs.

The Office of Student Affairs, in conjunction with the
deans, faculty, and the entire Duke community, must also consider
the continued isolation of black and white students from one

another. The first black undergraduate matriculated at Duke in



142

1963. Sixteen years later there were 275 black students enrolled
in Trinity College. Although the number of black students within
the student body is still modest, it is comparable with the
private schools in the Northeast with which we primarily compete,
and considerably higher than at Vanderbilt or Emory, schools whose
past experience is more similar to Duke's. Likewise, in recent
years the pool of applicants, the percentage of black students
admitted, and the percentage of students enrolled at Duke have

compared favorably with most distinguished private schools.

These accomplishments have not occurred without financial
cost. The University created a summer transitional program
primarily for the purpose of assisting its black students. For
the same reason, an Office of Minority Affairs offering special
tutorial programs was established. The University has provided a
special subsidy to the Black Student Alliance, and it recruits
extensively for black students, to whom over 18 percent of its
financial aid to undergraduates is awarded. The status of
black students within the student body has been reflected by their
leadership in a wide range of activities—-in particular, the fact

that three of the last five presidents of ASDU have been black.

Despite these accomplishments, however, much needs to be

done. A series of articles in The Chronicle last fall reflected

the fact that many aspects of life continue to be segregated,
particularly in social and cultural affairs. Not unlike other

major institutions, there is continued concern here that the
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percentage of black students within the student body is small.
This concern is not likely to be reduced significantly in the near
future because the number of black students nationwide who meet
the academic standards for admission in institutions such as Duke
continues to be small. 1In some social organizations there is de
facto segregation, graphically reflected within the dining halls
where some tables are occupied entirely by whites and others
entirely by blacks. The absence of adequate physical facilities
and the late arrival on the campus of black cultural activities
have meant that the stage and rehearsal facilities available to
black students wishing to reflect black culture in drama, music,
and dance have been inadequate. Perhaps more significantly, there
are, from time to time, lingering traces of the prejudice against

black people which by now should have long ago passed into history.

It seems appropriate that the University's philosophy in
dealing with these matters should be enunciated clearly. Duke
University is committed to an integrated educational program
conducted within an integrated community, but with recognition of
the distinctive races, cultures, creeds, and religions of the
persons who compose that community. The University will not
engage in any activities that by intention or result contribute
to the segregation of races within the community, or to the
denigration or the elevation of any race, as a part of its
educational or social programs. It will, consistent with the

human, physical, and financial resources available to it, provide
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assistance to distinctive ethnic or racial groups in making their
cultures known to other members of the community and permit such
groups the opportunity of demonstrating understandable pride in

their cultures.

We are challenged by this task of respecting individual
cultures and races while working together toward the goal of
integration in our residential, social, and educational programs.
The University must continue to assert its commitment to an
integrated environment, equality of opportunity, and respect of
diversity, as well as intellectual excellence. The Office of
Student Affairs, the Dean of Trinity College, and all others in
University administration will continue to make concerted efforts

to break down the isolation of blacks and whites from cone another.

3. Recognition of Student Leadership.

The Office of Student Affairs has been reguested to
formulate new ways to recognize student leaders. Duke is for-
tunate to have students willing to take on tremendously time-
consuming, worthwhile activities, yet has no mechanism to honor
and thank students appropriately for these notable efforts. We
need to establish a set of awards or a special program to highlight
the students who have made great sacrifices of time and displayed
unusual leadership ability. We need also to develop a mechanism
for informally bringing student leaders together. One possible
solution is the revitalization of the Red Friars/White Duchy,

and this and other alternatives will be considered by the Vice-
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President for Student Affairs.

4. Cultural Affairs.

Student attendance at many artistic performances, especially
the Artists Series, is often low. Though attendance problems
can be attributed to the large number and rich variety of per-
formances available in any year, the increasingly high cost of
admission is largely to blame. There is little hope that prices
will not continue to increase, since the costs of concerts are
rising rapidly. Despite the existence of these financial obstacles,
the Office of Student Affairs has been requested to examine and
recommend ways to encourage increased student attendance so that
important educational opportunities will not be lost. We need to
devise a means for making a few performances available to students
at low cost. One possibility is the implementation of a "rush
ticket” system involving the sale to students, at a reduced price,
tickets that were unsold shortly before the start of the perfor-
mance. Another possibility is the introduction of a group discount
rate which would allow groups of students to purchase a block of

tickets at reduced rates.

In order to assure accurate and University-wide publicity
concerning all cultural events and scheduling of facilities, the

University Calendar will be distributed to students in their

dormitory every week. It is hoped that the Calendar will become
the major mechanism for the announcement of all speakers, movies,

plays, and other cultural events. All members of the University



146

community will be invited to place information about cultural
events in the Calendar. In addition, the University Stores will
this fall give every student a year-long calendar that will
include as much information on cultural and athletic events

as is available at the time of printing. The Office of Cultural
Affairs will each semester bring together all people who are
involved in the scheduling of cultural events to discuss the
thrust of various programs, potential scheduling conflicts,

and possible areas of joint sponsorship of events to ensure the
effective use of facilities, the development of a varied bill of
fare, and improved coordination. Implementation of the proposed
Program in the Arts (Section IX) should provide a major impetus to

cultural activities on campus.

5. East Campus Activities.

There is a need to utilize East Campus more extensively
in the conduct of student affairs. We have recently funded
renovations of the East Campus tennis courts, Baldwin Auditorium,
and the West Duke building. This fall Freewater Film Society's
Friday evening series of movies will be shown in Baldwin, and the
auditorium will be available for additional cultural events. In
addition, a number of student offices will be moved to the East
Campus, and all publications offices with the exception of The

Chronicle and The Chanticleer will be consolidated in the East

Campus Center. Next year the photography lab, now located in 0ld

Chemistry, will be installed in the basement of the Campus Center.
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Consideration is also being given to additional use of the Ark.

6. Administration of Student Affairs.

A number of changes have recently been made in the
administration of student affairs. Last year, the position of
Vice-President for Student Affairs was created, and reorganization
within the area of student services took place. We now have one
administrator under whose jurisdiction falls all of the components
of nonacademic student affairs. Also, the Vice-President maintains
close contact with the Dean of Arts and Sciences and Trinity
College to assure that those areas of student affairs affecting
the educational atmosphere are not lost in the cracks between

academic and student affairs.

There is a need for tighter administration and stricter
bookkeeping procedures in the Student ActivitieS.Office. A
position of Financial Manager for Student Affairs has been created
and filled. This person will oversee the bookkeeping and financial
accounts of the Student Activities Office, as well as the student
clubs and organizations whose funds are administered by the

Student Activities Office.

The Trustee Special Committee on Student Affairs has proved
extremely desirable. It provides needed advice and assistance to
the Vice-President for Student Affairs and improves the capacity

of the full Board to develop peolicy in this area.

The Board of Trustees is requested to constitute the Com-

mittee on Student Affairs as a Standing Committee of the Board.
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VIII
Cooperative Programs
A wide range of cooperative programs e;ists within Duke
as well as between it and other colleges and universities. The
administration of these programs has been highly decentralized.
While some have ceased to exist except in name, others are vibrant
forces within the intellectual commﬁnity. Yet there rémains a

need for still other cooperative programs not now in existence.

The Task Force on Cooperative Programs examined the subject
in a thoughtful report that defined a cooperative program within
Duke and one betweenlDuke and other universities. It described
the existing cooperative programs in the University, for the first
time compiling a definitive list, and concluded that the supportive
climate required for successful programs incorporates the charac-
teristics of mutual faculty interest, geographical proximity, a
formal budget, complementary resources, support from top adminis-l
trative officers, a unique mission not accomplishable within an
existing departmént, and a reflection of the needs of students and

faculty.

The Cémmittee fully recognized that resources were not
available to support all propoéed cooperative ventures and
expressed concern about the existing duplication wherein facul-
ty are added to one department to teach courses that éould be

offered by existing faculty members in another. It applauded
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the efforts toward cooperative arrangements between Perkins
Library and other university libraries in the area and the
cooperation shown in the use of computer facilities. It expressed
serious concern,however, over the "territoriality" of some of our
departments. These conceive narrowly of their mission in terms of
a specific discipline; they discourage cooperative ventures by
rewarding faculty through promotion and compensation for service
to their own discipline while at the same time ignoring contribu-
tions to University education outside the department. The Provost
has been reguested to devote special attention to devising a
method of providing new incentives to the faculfy for participating

in cooperative programs.

The Committee was concerned also about the absence of central-
ized record keeping in regard to cooperative arrangements and the
failure to evaluate regularly the academic benefits from specific
cooperative programs in terms of the costs that are involved. The
Task Force recommended the establishment of an office of Vice-
Provost for Cooperative Programs to provide the needed management
of the functions. Such an office would be charged with the
responsibility of management and oversight of cooperative programs
including a technique for measuring their educational quality.
Among its other duties would number the management of inter-
nal as well as extramural negotiations, the initiative and explora-
tion of new cooperative ventures, and the exchange of information

among the various cooperative programs now in existence. The
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Committee also recommended the establishment of a standing coopera-
tive program policy committee that would provide advice to the

Vice-Provost.

The Task Force's comments doncerning the necessity for
improved management of cooperative programs have much merit. I do
not see, however, the need for a new administrative appointment to
undertake these duties. The task of initiating and exploring new
cooperative programs with other universities is appropriately the
function of the Provost, as is the managementlof negotiations in
academic matters with other institutions. The management and
oversight of cooperative programs within a particular school,
including gquality control of these programs, seem more appropriate-
ly vested in the dean of that school. At present, most cooperative
programs reside within Arts and Sciences and have been accordingly
transferred by the Provost to that dean. Programs involving more
than one school are the province of the Provost, but could be
delegated by him to the Dean of the Graduate School, who is the
one dean with University-wide jurisdictional responsibilities.
Questions involving jurisdictional conflict can be determined by

the Provost.

The obvious first step in the improvement of management is to
examine each program in terms of the benefits received by the
University in relation to the costs involved. Such a study will
undoubtedly reveal some programs that do not in fact exist func-—

tionally and some that are little more than an occasional perfunc-



151

tory get-together of a few faculty members with similar interests.
Others with considerable potential for improving instruction or
research are operating with such a low level of support that their

potential cannot be realized.

I have requested that the Provost begin a process similar to
that involved in "sunset legislation." The existing cooperative
programs of the University will be organized in five groups for
examination within the next five years. Beginning in the academic
year 1980-81, 20 percent of the cooperative programs will be
requested to justify their continued existence based upon their
past acéomplishments as well as their future plans. Another
faculty committee, assisted when desirable by outside consultants,
will advise the Provost concerning the quality and promise of each
program and advise whether a five-year extension of the program is
desirable. It is expected that the Provost will delegate responsi-
bility for those activities primarily within Arts and Sciences to
the Dean of Arts and Sciences and Trinity College while retaining
in his own charge the evaluation both of cooperative programs with
other universities and cooperative programs in which the profes-
sional schools play a dominant role. Once this process is com-
pleted, it is expected that academic administration will continue
to evaluate the programs at subsequent five~year intervals. The
necessary support will be given for management systems to apprise
the Provost annually on the status of each program and to exchange

information among the programs.
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We have begun a number of very successful cooperative ventures
with our neighboring institutions. As part of Duke's long-range
data processing program, the Triangle Universities Computation
Center continues to be an excellent ﬁeéns of providing low-cost
computing time to academic researchers within the University.

There is also a need to continue to explore cooperative ventures
in library acquisitions and library storage. Discussions have
been conducted with The University of North Carolina concerning
potential cooperative efforts involving the Duke Press and The
University of North Carolina Press, but the prospects do not

appear promising.

buring the course of the year, a limited program of coopera-
tion in international studies with The University of North Carolina
at Chapel Hill has been initiated. Moreover, Duke is involved
with The University of North Carolina at Chapel Hill, North
Carolina State University, and The University of North Carolina
System in a Triangle Universities Center for Advanced Studies, and
in the Microelectronics Center of North Carolina. A joint proposal
submitted by The University of North Carolina and Duke for NSF
funding of a new research vessel to replace the Eastward has been
successful, and The University of North Carolina has committed
annual support toward the operation of the new vessel, which will

reduce Duke's costs for operating the Marine Laboratory.

Continued problems in negotiations with public institutions
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concern financing and representation. Duke sometimes finds itself
in a position where state funds are available to support the state
components in a cooperative venture at a levei higher than that
which Duke thinks is needed or than that it can afford to contri-
bute. Duke is sometimes sought as a participant because of the
reputation and quality of its faculty, but state funds are

thought by some to be appropriate only for the participating state
institutions. On occasion, morecover, there is an understandable
desire within the state system to involve other components of The
University of North Carolina, which in the opinion of Duke have
little to offer a proposed cooperative venture. On occasion it is
urged that representation be accorded to The University of North
Carolina System in addi;ion to the individual representatives from
each of its components involved in the cooperative venture. This
additional representation may leave Duke with iittle real influ-
ence on the direction the joint venture will take. These obstacles
must be faced honestly, and the benefits of cooperative activities
must be balanced against the disadvantages that sometimes are
significant. They should not discourage us from exploring oppor-
tunities. In many cases the advantages will outweigh the disadvan-

tages.

No action by the Board of Trustees is requested.
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Ix
Program in the Arts
A Task Force was appointed to study our present program in
the fine arts and to recommend any improvements deemed necessary.
On the basis of the Task Force report and after consultation with
appropriate members of academic administration, we have decided

to propose the program outlined below.

It is important to note the assumptions that guided our
deliberation. First, it must be recognized that the purpose of
our program in the arts is to provide the opportunity for students
to develop their artistic talents and to develop a better under-—
stan&ing of our culture through the mastery of different arts.
Although we recognize that some students will achieve professional
mastery while at Duke, the University does not seek to provide a
program to produce professional artists. Secondly, it is necessary
to recognize our financial constraints. Significant allocations
of resources to the arts have been made during the last decade.
Any changes in the arts program, whether programmatic or struc-
tural, must be supported within the limits of present internal

resources, augmented by new external sources.

There is a clear need for better coordination, both of
programs and people, in the arts. A more unified plan for program-
ming is needed, one which strikes a balance not only between the

activities of the various departments and programs, but also
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between instruction in theory and instruction in the practice of
specific arts. 1In addition, there is a need to improve coordina=-
tion among the various departments, the Office of Cultural Affairs,
and other University programs that sponsor permanent and guest

performers.

To remedy the present state of disorganization, we propose to
establish a committee comprised of the chairmen of the Departments
of Art and Music, the directors of the programs in drama and
dance, the head of the Office of Cultural Affairs, and a designated
coordinator of performing arts. This group will serve as a
standing executive committee responsible for recommending the
allocation of resources among the various fine arts departments
and programs. The committee's first task will be to devise a plan
for better utilization of the existing resources in the arts. The
plan will be based upon a static budget, adjusted only for infla-
tion, and developed without reference to the present allocation of
funds among the various departments and programs. The Dean of
Arts and Sciences and Trinity College will be responsible for
accepting or rejecting proposals emanating from the committee and
reallocating rescurces, as they become available, to accomplish
the objectives of an approved plan, under which the tenure status

of faculty will, of course, be respected.

A study of our arts program inevitably involves a considera-
tion of the role of performance and instruction in the practice of

the arts within a university dedicated to scholarly research.
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Recognizing the importance of integrating theory and practice in
the arts, we propose to maintain a balance within the academic
department, but under slightly different terms. In the future,
tenure would be reserved for those who qualify as scholars,

while most teachers of practice will be given nontenured appoint-
ments. Only teachers of "practice" whose dedication to scholarship
is reflected in creative productivity, the studio equivalent of
creative scholarship, albeit expressed in a different form, will
be eligible for tenure. An "untenured" appointment does not
necessarily imply annual contracts. Contracts of greater length
both attract abler people and provide stability to the academic

program.

To accommodate and encourage performance we shall establish
an Institute of Performing Arts that will sponsor a critical mass
of distinguished performers as fellows or performers-in-residence.
Some of these may also be instructors in the arts in which they
excel. In such cases they will normally occupy nontenure track,
courtesy appointments in art, music, drama, or dance. In all
cases the fellows will be retained on an ad hoc basis depending
upon their individual talents and the needs outlined in the |
overall program plan. A first order of business will be the

definition of a substantive program of activity.

An individual with the appropriate breadth of artistic
experience will be appointed to direct the Institute and will be

supported with external funds for the first five years. At the
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end of the five-year period, if the program proves to be suffi-
ciently successful, the University will absorb the position on
hard funding. It is fundamental to the plan that the primary

support for the program of the Institute will continue on soft
monies. Appropriate support will be provided for fund raising

activities.

The director of the Institute will chair a governing board
composed of the members of the executive committee on the arts
previously described, as well as other members of the faculty and
students who have demonstrated interests and préficiencies in‘some
area of the arts. The board will be answerable to the Dean of
Arts and Sciences and Trinity College and will serve to advise the

Institute director on matters of personnel and policy.

No action by the Board of Trustees is requested.
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Athlgtics

The Board of Trustees, 1in approving the budget for 1980-81,
adjusted the level of subvention for intercollegiate athletics to
a level of $1.236 million, an increase of $61,000 over the level
of subvention in the 1978-79 budget. The new level reflected the
September 1979 decision of the Board that an intercollegiate
athletics program of the basic nature of the one now in operation
be maintained at Duke at no net increase in the level of the
University's subvention. The increase in the 1980-81 budget was
authorized in order to permit the University to comply with the
requirements of Title IX as it 1is interpreted by the University.

The budget reflects also a fundamental change from the
philosophy of grants-in-aid in intercollegiate athletics. A
three-tiered system has been created in which football stands
alone in one category with ninety grants-in-aid. It 1is expected
that this number will be reduced to eighty in the foreseeable fu-
ture. The second tier of sports will receive a pro rata distribu-
tion of grants-in-aid between men's and women's sports. These sports
will involve twelve grants-in-aid each in men's and women's basket-
ball, five each in men's and women's tennis, five each in men's
and women's golf, seven in men's soccer, five in men's baseball,
two in men's wrestling, four in women's field hockey, and four in
women's gymnastics. Thus, Duke will award thirty-six grants-in-aid

for men and thirty grants-in-aid for women when the program is
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fully in force. The third tier includes a number of sports in
which no grants—in-aid will be awarded. The average student not
recruited for athletic prowess will thus be able to participate.

Efforts will be made to schedule teams of comparable quality.

The University has not made an effort to provide grants-in-aid
in the women's sports in amounts equal to those provided men's
football, since it is our understanding that this is not required
by Title IX. Should a decision to the contrary be made by the
courts, it will be necessary for the University to reexamine the
status of intercollegiate athletics because of the enormous cost

consequences that would result.

Club sports have been reorganized during the year but still
must be incorporated into the current operating budgets of the
University in a more effective manner. This year additional
playing fields have been renovated and storage facilities provided.
New tennis courts have been constructed on East Campus. Renovation
of the seats and rest rooms in Wallace Wade Stadium has been

completed. Construction of the DUPAC-Press Box is underway.

In a decade the University has built an aquatic center, the
intramural building, an outdoor track, new dressing rooms for
football, and has renovated Cameron Indoor Stadium and Wallace
Wade Stadium. These accomplishments, as well as the unprecedented
level of annual giving and endowed scholarships, have been made

possible through the dedication of the Iron Dukes and other
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friends of the University. To have done so without significant
conflict with the other development campaigns of the University

has been remarkable.

Three major problems continue. The East Campus gymnasium is
a disgrace. It is in deplorable condition. The University has
for some time sought to build an East Campus Activities Building
to replace the existing structure. The building, originally
estimated to cost $2,500,000, would probably cost $5,000,000 if
built now. Extensive efforts have been made to find donors, with
little success. Undoubtedly} competition with the University
Center has dampened fund-raising efforts, but not a single
donor prepared to offer the requisite gift to make the project
feasible has been located. It seems appropriate to recognize that
(1) it is unlikely that the funds necessary to build the structure
will be found, and (2) continuation of the project both contributes
to false expectations and diverts energies from the major thrust
of University development--the raising of endowment. It is,

therefore, recommended that the Board terminate the project.

We cannot continue to ignore the condition of East Campus. A
renovated pool is needed for instructional purposes and for
individual recreational use. A gymnasium is needed for volleyball
and basketball and other recreational and intramural activities.
Locker rooms for both sexes and offices need extensive renovations.
There is need for a sauna for women similar to the one for men

on West. A plan has been developed for the renovation of the
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East Campus gym that will transform it into a safe, attractive,
functional facility. The cost of the program is estimated at
$1,700,000. We should begin work as soon as possible, phasing in
specific programs as funds become available. Adoption of such a

program as a priority item is recommended.

Extensive repairs would be required also if the Card Gymnasium
pool is left open. At the time the Aquatic Center was planned and
built, it was anticipated that the Card Gymnasium pool would close.
Accordingly, we have decided to close the pool, floor it over, and
use the space for student recreational use. Swimming classes will

be transferred to East Campus.

Intercollegiate sports have adequate facilities with the
exception of wrestling and gymnastics. Each needs space not now
available, but in both cases assignment of the space desired can be
provided only by limiting the recreational activities of students

within the University to an unacceptable degree.

The University does not have adeguate handball, squash, and
racquetball courts. These, in addition to being "lifelong
sports,"” are increasing in popularity. The cost of construction
of such facilities suggests the desirability of a method of
financing in which user costs will defray the required capital
outlays, as well as operational expenses. Plans for developing

such a facility are underway.

It is recommended that the Board of Trustees (1) terminate
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the authority to raise money for the East Campus Activities
Center, and (2) direct the officers to proceed with the renovation

of the East Campus Gymnasium as a high priority.
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XTI
Endowment Policy

Duke, in common with almost all other private universities,
increased its endowment during the seventies only to witness a
decline in its real value caused by a sustained high rate of
inflation. On July 1, 1980, the University's endowment had a
market value of $142,005,734. Of this amount, $6,923,837 was in
life income agreements and unitrusts; $67,550,513 was permanent
endowment; and $67,531,384 was guasi-endowment, that is, funds
functioning as endowment that the University can expend in any
manner it chooses. Slightly more than 54 percent of the total is
restricted endowment, funds that can be used only for designated
purposes, leaving only $64,723,690 as general endowment (excluding
unrestricted life income endowment), the income from which can be
used for the general support of the University (Table 2). During
the last fiscal year, the endowment produced an income of $9,745,705,
of which $6,151,412 was restricted to specific purposes (Table 3).
Unlike many institutions that operate teaching hospitals, no
endowment income is presently utilized for defraying the costs of

patient-care functions of the University.

In addition to its own endowment, thekUniversity is entitled
to receive 32 percent of the net income of The Duke Endowment.
This produced $9,543,338 in 1979-80, in addition to special grants
of $1,750,000 to the hospital, $440,585 to other Medical Center

purposes and $1,694,667 to the "campus" educational divisions of
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the University.

The major problem of the last decade, the high rate of
inflation, suggests a need to reexamine the manner in which our
endowment is managed in order to fulfill our obligation to future
generations. A balance between fixed income investments and
equity investments in an endowment could in theory assure an
income and an appreciation of capital roughly equal to the infla-
tion rate. The higher income usually available from bonds would
meet a significant portion of the need for current funds while the
appreciation of capital in the equity component of the portfolio
could assure the preservation of capital in real terms. Such a
policy was possible during a period of low inflation that pre-

vailed prior to the 1970s.

During a period of high inflation it is now all but impossible
for both the value of and the income from the endowment to increase
at inflationary rates. The price of attempting to increase yield
in order to meet current needs may be a slower growth of the
endowment, resulting in a decrease in the value of the endowment
in real terms. An attempt to increase the value of the endowment
through appreciation at a rate that would ensure the preservation
of capital in real terms could be accomplished only at the
sacrifice of yield, thereby greatly intensifying the pressure on

the University to balance its budget from tuition income.

The problem may have been exacerbated by the manner in
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which we have managed the quasi-endowment of the University during
recent years. Historically, Duke utilized only the yield from
dividends and interests for its current operations. It has long
been recognized, however, that during a period of growth, some
equity investments will greatly appreciate in value while their
yields will be limited. The overall financial stability of the
University does not depend upon whether its income comes from an
increase in appreciated value or from dividends; total yield is
the significant factor. It was thought wiser to invest funds
functioning as endowment on a total-yield basis, utilizing for the
current fund a percentage of that yield while returning in capital
accumulation the remaining percentage. The objectives of accumu-
lating capital and maximizing current yield could be met and, in
addition, such a formula would provide expendable income that was

reasonably stable and predictable.

The Investment Committee, with the approval of the Board of
Trustees, chose to adopt this philosophy in the management of the
unrestricted quasi-endowment. Withdrawal each year was calcu-~
lated upon the market objective rather than actual market value.
Managers were instructed to invest the funds in sutch a manner as
to produce the highest amount of return defined as conventional
income, such as interest, dividends, and capital gains, without
taking undue risk. A greater reliance was placed on growth stocks
in the quasi-endowment, sacrificing higher dividends for greater

appreciation. The objective of the Investment Committee was to
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produce a long-term rate of return, as defined above, of at least
10 percent compounded annually with 5 percent withdrawn for
current fund expenditures. At the inception of the program the

unrestricted quasi-endowment totaled $51,455,009.

The market deteriorated in the early seventies so that a
$21,780,619 gap developed between market value and market objective.
At June 30, 1974, the value was $44,871,456 as compared with an
objective of $66,651,075. During that period, we received into
this fund only $751,806 in new gifts. During that same time, we
had earnings of $5,310,181 and withdrew capital gains totaling

$8,824,319.

Recognizing the inadequacy of the formula, the Executive
Committee changed the objective and the draw from 10 percent and 5
percent to 8 percent and 4 percent, effective July 1, 1974. It
also established the market value at that date of $44,871,456 as
the basis for calculating market objectives in the future. That
market objective has increased as of June 30,1980, to $63.118,421
while on the same date actual value was $54,642,683, not as big a
gap as existed in 1974, but certainly a very substantial one.
During the last year, the actqal earnings for the first time

exceeded the withdrawal, in this case by $171,300.

Since the inception of the program we have expended
$10,818,049 from the endowment principal while only $3,654,320
of new endowment has been added to it. The market value of the

unrestricted quasi-endowment has increased by $3,187,684; its real
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value has obviously decreased.

Clearly, there are major problems involved in the continued
utilization of the quasi-endowment formula. In any given year
appreciated capital gains may be distributed even though the
endowment growth objective is not met since the annual withdrawal
rate is pegged to the objective, not the reality. 1In addition,
there is an assumption that inflation will not outstrip capital
appreciation. The withdrawal of 4 percent of total yield at
a time when inflation proceeds at a much faster rate than capital
accumulation inevitably means the endowment's value is decreasing

in real terms, even when the objectives are met.

The permanent endowment is managed on a traditional basis in
utilizing only interest and dividend income. (A comparison of the
market value of the endowment at the end of each year during the

last decade is shown in Table 2.)

The results of this management policy are discouraging. The
increase in the size of the endowment has not approached the growth
in the general expenses of the University, nor has it approached
inflation. The real value of the endowment has decreased in real
terms despite the fact that the University has raised $30,965,702
for endowment during the decade. Meanwhile, educatiénal and
general expenses have more than doubled. The magnitude of the
change 1is best reflected by comparing the ratio between unrestrict-
ed endowment and unrestricted educational and general expenses,

since restricted endowment is unavailable to suppbrt these expenses.
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This trend poses a formidable challenge. Even with the
utilization of appreciated capital gains from the quasi-endowment,
the income from endowment has not kept pace with inflation,
resulting in significant annual tuition increases. Only the
advent of substantial federal financial aid programs for under-
graduate students, a remarkable growth in private gifts, short-
term investment income, and a significant rise in the amount of
overhead recovery have made it possible for Duke to maintain a

high level of excellence.

By continuing to allow a constant significant deterioration
of the real value of the endowment, we are simply mortgaging the
future to permit us to live beyond our means nowe Qur goal
should be to have endowment increase at the inflationary rate,
based upon a combination of (1) an appreciation of the existing
endowment and (2) the addition of new endowment. To the degree
that augmenting restricted endowment removes the need of support
for educational expenses from ggneral endowment, it makes no
difference whether restricted or general endowment is increased.
By the same token, in the "formula" schools (i.e., Medicine, GSBA,
and Law), however, an increase in restricted endowment makes no
contribution to the support of the educational and general expenses
of the University as a whole. Thus, for example, the addition of
an endowed chair in the School of Medicine does not, under the

formula, reduce the level of support the School of Medicine is
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receiving from the University, and hence, while it improves the
quality of the School of Medicine, it does not contribute to the
solution of the financial problems of the remainder of the Univer-
sity. We have been much more successful, particularly in the
Medical Center, in raising restricted endowment than in raising

general endowment (Table 4).

Bn inflexible policy of insisting that the growth of endowment
keep pace with inflation would have serious implications for the
operation of the University. A fixed mandate could substantially
diminish Duke's quality in years where inflation outstrips both
capital appreciation and new gifts. The objective should, never-
theless, be to maintain the real value of the general endowment as
far as it 1is ﬁossible consistent with operétional needs. The
first step should be a major modification of the gquasi-endowment

formula.

Among the several alternatives that are available, the
first would be to preclude the use of any appreciated gains in
the quasi-endowment for current operating expenses unless the
total increase in the value of the quasi-endowment kept pace with
inflation during the preceding year. A second would establish a
new base as of June 30, 1980, and reduce the rate of withdrawal to
3 percent. This would still result in deterioration, but at a
lower rate than we have been experiencing. A third would be to
adopt a spending rate based on the average of the actual market

value of the preceding three- or five-year average, which would



6TL 289 ¢
916 6LL T

0¥ T68 T

£90 1T
0861

¢

T02 226 ¢
865 €99 2
et FPL 1

692 P11 %
6LEY

806 655 2

6L 959 1

900 188

01T ¢2
§L6T

$

8ElL TE8 9
19¢ 685 ¥
S66 800 T

e ez $
LLGT

Sy Le9 2
958 266 1

892 1%

T91 %22 %
9461

927 188 2 8€9 9l 2 667 IPL T
80L 086 1T 2eT 61T 2 91T 865 T
9tt bLP LOT 90§ 0Bt 19
281 92% % 66€ TI1 § £4¢ 28

SL6T PLET £261

ENIRMOONT 04 S1A1D

¥ ®Iqey

$

L9t 0b8 ¢
G06 F6L T

92 £90 1

T86 621 2
696 005 T

198 921

SPT €05 $
TL6T

smejog,

hag o)

Iatus) [evIpapy
peIsLIIsey

pa3ILIIsaauf)



173

provide protection against wide fluctuations. The use of the
actual market values, rather than an ideal objective, would result
in a far more realistic rate. If endowment grows, the total
dollars available for the current fund would increase although the
rate might remain stable. The rate could be changed whenever

necessary.

It should be recognized that (1) none of these alternatives
would prevent some deterioration in the real value of the quasi-
endowment unless endowment growth and income, less withdrawals,
exceed the rate of inflation, an unlikely hypothesis in the
short run, and (2) each would probably reduce endowment income,
requiring a cut either in expenses or an increase in income
produced from other sources. In determining which alternative to
select, it may be useful to compare the "pay out" policies of
other major private universities. Our objective must be to obtain
the highest possible total return and then preserve as much of the
real value of our capital as possible by paying out a smaller |
amount than the normal yvield. 1In determining the amount of the

pay out we must carefully balance our present and future needs.

A second technigue in meeting the challenge is equally
obvious. Our primary commitment must be to raise either general
endowment or restricted endowment that reduces the level of
unrestricted expenses. We must not engage in new construction,

despite our needs, other than to meet commitments already made for
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an Engineering addition and a GSBA building. Nor should these
buildings be started until we have raised the endowment also to
cover their maintenance and operation We must abstain resolutely
from our practice of beginning new programs without long-range
funding, even when the program is creative and a foundation is
willing to provide the initial support. We simply must improve
the ratio of general endowment income to general educational

expenses before any program commitments that will add to total

costs are made.

We must recognize also the impact of the trend toward
restrictive rather than general endowments. If our inability to
raise significant general endowment persists, we must reexamine
the "formula" school arrangements and consider either reducing the
level of their support from the general endowment or “taxing" them
a percentage of the restricted endowment raised for the general

needs of the University, as is the practice elsewhere.

A separate lissue of endowment policy also deserves attention.
As pointed out earlier, the University received a total of
$13,428,590 from The Duke Endowment during the last fiscal year.
These funds were generated by the Endowment's portfolio, with 70
percent of the total income resulting from the operations of the
Duke Power Company. The availability of The Duke Endowment funds
to the University is, therefore, largely dependent on the operation
of one electric power company. In addition, the University's

portfolio includes stock valued at $3,177,816, as well as
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$2,230,750 in bonds in the electric power industry. Such a high
dependency on any single industry appears unwise. Obviously,

the University has no control over the composition of the portfolio
of The Duke Endowment. It should, however, manage its own endow-
ment with recognition of the degree to which its income from The
Duke Endowment depends upon a single industry. Serious considera-

tion of a broader level of diversification would seem appropriate.

As the Board is aware, the University has attempted to hedge
against the likelihood that equity investments may not keep pace
with inflation by moving into the field of nontraditional invest-
ments. The operation of this pool promises significant apprecia-
tion. The maximum level of investment in such assets having been
fixed by the Board, it seems appropriate that the Board also
establish and periodically review the relative distribution of
endowment assets among common stocks, fixed income securities, and
other types of investment. As an example, Yale University has
already determined that new endowment gifts be invested 65 percent
in common stocks, 25 percent in bond notes and other fixed rate
securities, and 10 percent in income-producing equity real estate.
Similarly, Wesleyan University has determined that the equity
component of its portfolio range between 40 and 70 percent, the
fixed income component should be set at approximately 30 percent,
and whatever balance of assets remains be invested in short-term
money market instruments. At the present time, this University's

endowment is invested 48.28 percent in common stock, 15.88 in
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fixed rate securities, 9.44 in nontraditional holdings, 3.90 in an

internal loan (Tel-Com), and 22.5 in short-term investments.

The Board of Trustees is requested to direct the Investment
Committee to reconsider the quasi-endowment formula with the
objective of maximizing the preservation of the endowment's real
capital value. This goal should be consistent with the Univer-
sity's need for operating income, in recognition that any drastic
change in the formula must be accomplished over a period of years,
if the University is both to balance its budget and to maintain
its level of excellence. The Board is also requested to direct
the Investment Committee to consider the desirability of reducing
the level of the University's investments in the electric power
industry. The Board is further requested to consider how the
endowment assets should be apportioned among stocks, bonds, and

other investments.



177

XI1
Reorganization of External Relations

A. Coordination of External Relations

Coordination is the major problem in the conduct of the
external relations of the University. The Director of University
Relations and the Director of Alumni Affairs have reported
directly to the President during the last decade. The Director
of Development has reported to a Vice-President for Institutional
Advancement who exercised no line supervision over University
Relations or Alumni Affairs. The annual giving efforts of the
University are located within Development with no direct relation
to Alumni Affairs. Though during the last decade efforts have
been made to improve communication and coordination, the develop-
ment of an overall strategy for external relations of the Univér—
sity regquires a much closer cooperation between Alumni Affairs and
annual fund solicitations than currently exists. The Task Force
on Institutional Advancement, University Relations, and Alumni
Relations has recommended to me that these three major activities
be placed under one person. I accept this recommendation. Hence,
I recommend to the Board of Trustees that the Vice-Presidency for
Institutional Advancement, which has been vacant for a year, be
filled and that the person selected have responsibility for
Development, University Relations, and Alumni Affairs. The

Vice-President, of course, would report directly to the President.

The first order of business of the new Vice-~President will be
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to create a coordinated strategy for these three offices to promote
the image of the University, to serve the alumni, attract students,
assist in placement, create the climate required for the external

support upon which the University depends for its future, and raise

the funds the University needs.

The principal objective of our development policy during the
next decade is to raise funds for (1) endowment and {(2) annual
operating funds. Upon completion of the present building drives
for the University Center, the Graduate School of Business Adminis-
tration, and the School of Engineering, primary efforts should be

directed to these goals.

B. Organization of Development Activities

Additional problems of coordination exist between the central
development function and development activities in the professional
schools and athletics. For most of the last decade there has been
an Office of Medical Center Development with joint reporting
responsibilities to the Vice-President for Health Affairs and to
the Vice-President for Institutional Advancement, while athletic
giving has been the responsibility of DUAA. Three years ago
development officers were authorized in the Graduate School of
Business Administration, the School of Engineering, the Divinity
School and the School of Law. Over the passage of time there has
been an understandable tendency by development officers located in
the professional schools to see their function and future as more

dependent upon the Dean or the Vice-President to which they report
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than to Institutional Advancement. There has been reascnably good
coordination in requiring overall clearance before extramural
contacts are made in order that the Univeréity may determine the
priority to be followed where there is more than one proposed

contact with a foundation, a corporation, or an individual.

Participation in the overall University development efforts,
the maintenance of names of prospects, the flow of information
concerning the results of external contacts, and maintengnce of a
relatively uniform salary scale need constant supervision. For
example, the level of compensation among development officers must
reasonably relate to duties performed, not to the funds available,
if morale is to be preserved. Obviously, the coordination of
these efforts poses a major challenge, and we have in substance
determined to give up some coordination in exchange for the
day-to-day supervision by the head of a component division. This
sacrifice has been made in the belief that such a system will
produce a greater level of externél support and that coordination
problems are tolerable so long as the University continues to
determine priorities in the case of potential conflicts. However,
there must be a willingness on the part of the University to
terminate any particular arrangement with a professional school
where the absence of cooperation jeopardizes the overall University

program.

We must appreciate that raising the general endowment of the

Univers%ty is the function of the central staff, but that an
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appeal for general endowment rarely competes successfully with an
appeal for a building‘or endowment in a professional school.
Moreover, the size of the Medical Center staff is now roughly

equal to the central staff, and funds appear to be more readily
available for travel, entertainment, and promotional literature in
GSBA and the Medical Center. The narrow range of responsibilities,
the close personal relations with the dean, and the specialized
clientele to which the professional schools relate permit contacts
to be made and cultivated that produce gifts for the schools which
otherwise might have benefited the University as a whole. Con-
versely, the activities in the professional schools identify
donors who otherwise might never have contributed to the University
at all, as well as others who extend their largess to other

University programs.

There is also a potential conflict with athletic giving,
arising from the preferences extended to large athletic donors for
ACC tickets. Yet the advantages from the high percentage of
nonalumni donors to the Iron Dukes, the number of dual gifts to
athletics and the Loyalty Fund, and the extraordinarily high level

of annual and capital gifts more than outweigh these disadvantages.

There has thus far been no development officer with principal
responsibility for Arts and Sciences. Such a post needs to be

created if the needs of Trinity College are not to be ignored.

Continued scrutiny by the Trustee Committee on Institutional
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Advancement will be helpful in assuring the Board that our decision
to move toward the decentralized model i1s in fact the most advan-

tageous to the University.

There is a tendency in Development to place persons in highly
specialized fund-raising roles-~i.e., foundations, corporations,
deferred giving, annual giving--without providing an opportunity
for staff members to move from one function to another, and
thereby not only to facilitate a better understanding of the
operation of the division, but also to qualify themselves for
promotion. In addition, while there is a high level of coopera-
tion, there is also a tendency to compartmentalize individual
reporting assignments rather than to operate in patterns of
teamwork. Serious consideration should be given to reorganizing
the division by function: annual giving, endowment giving,
programmatic support. Annual giving would function much as it has
in the past; the staff of planned giving would concentrate on
endowment, whether achieved through deferred giving or otherwise;
the present foundation and corporate officers would concentrate on

funding special programmatic needs determined by the Provost.

The size of the University's development staff is the smallest
among the universities with which we compete, as are the staffs of
University Relations and Alumni Affairs. We may have been "penny-
wise and pound-foolish" and should be prepared to increasge the

staff in Development, if the costs will be offset by income
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targeted for the areas we need most--general endowment, endowment

for financial aid, faculty, library, and annual giving.

We have compounded our staffing problem by encouraging
faculty to seek assistance in obtaining support for individual
research projects from a development staff already spread too
thin. Frequently, there are no foundations willing to provide
support for the desired project, and neither the staff nor the
faculty member knows whether there is a possibility of government
support. A small proposal for individual research necessarily
receives low priority from the staff member charged with the
responsibility of obtaining support for large grants involving
major program support. The professor, on the other hand, under-~
standably occupied primarily with his own proposal, often
concludes that the development staff is unconcerned or inept. At
the same time, the staff member is less able to spend the required
time on high-priority matters because of the diversion of his

efforts.

Faculty members deserve and need assistance in obtaining
external funding. The appropriate locus of such support, however,
should be in the office of the Vice-Provost for Research and
Special Programs (Dean of the Graduate School). The Development
Office should concentrate its efforts on broader proposals origi-
nated by the Provost.

There 1s also a need to organize better our volunteer efforts
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in the University's fund-raising programs. During 1979-80 the New
York Development Council performed splendidly in mounting a drive
for the University Center, with staff support provided from the
campus. We need to create similar councils in Charlotte, Southern
Florida, Tampa-St. Petersburg, Los Angeles, Chicago, and other
centers. These councils should be provided with specified objec-
tives and staff support. And, when needed, senior officers of the
University should be available to help in their development

efforts.

A close relationship between annual giving from alumni and
the operation of the Alumni Office is essential. The percentage
of contributing Duke alumni is less than the national average for
private universities and well below the average of most of the
prestigious institutions with which we compete. Support from
alumni of Trinity College is especially weak. As the Task Force
pointeé out, part of this difference may relate to the educational
experience at Duke and the manner in which. we choose our students.
Certainly, a great part of it relates to the erroneous belief,
particularly among our older alumni, that the University is
affluent and that most of its needs are met by grants from
The Duke Endowment. Yet to achieve the level of support required
by the University in the next decade, concerted effort must be
made both to improve alumni understanding of our financial needs
(and of the limited level of support which The Duke Endowment is

able to provide) and to increase alumni participation in annual
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giving.

Related to this task is the need for a better information
system involving alumni. The present system of gift records and
solicitations precludes an effective use of a data base that would
clearly be helpful to managing gift solicitaticns and alumni
service. Such a system has been devised but is costly, and a
decision must be made whether the increased cost of such a systen

will be more than justified by the increased yield.

I have determined that we should proceed with the development
costs of such a system with the understanding that its continued
use and the concomitant operating costs will be reevaluated after
a three-year pericd. If, in fact, the yield in alumni giving does
no more than keep pace with inflation and does not compensate for
the additional costs of the system, then it will be discontinued.
Critical need for increasing the level of Loyalty Fund contribu-
tions justifies the risk involved in the capital investment for a

pilot project operation of the system.

There 1is reason to believe that the number of alumni donors
will increase if they can be assured that their contributions
will not be assigned to the University's general fund but used
rather to support the particular school or activity in the
University in which they have the deépest interest. Such restricted
annual giving is already the norm in Medicine, GSBA, and Law and,

on an experimental basis, should be extended to the other divisions
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of the University. A program of this kind will also permit
designation of activities such as the Marine Laboratory, the
Library, the Chapel and the Art Museum. Iron Duke giving will not
be included as an alternative, consistent with the University's
stance that athletic giving should be in addition to and not a
substitute for support for the academic program of the University.
Permission to designate with assurance that the donor's desire
will be honored will also permit a reduction in the multiple
appeals for funds that have annoyed some alumni during recent
years. An alumnus will still have the opportunity of contributing

to the general fund if he or she chooses.

Such a process of facilitating restricted giving may reduce
the level of gifts to the general fund. If so, the level of
support for the programs of the University will be proportionately
reduced. It is expected that the increase in restricted giving
will more than compensate for the reduction in current fund

giving.

The main objectives of development activities in the future
should be the raising of money to support faculty salaries,
student financial assistance, and libraries. A smaller amount
raised for these purposes may be more desirable than a larger
amount raised for program support of an activity that is tangential
to the University's mission or for construction of a facility that
adds to the University's maintenance and operation expenses. The

same is true for many restrictive gifts where the donor might
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otherwise have given for a more important general need of the
University. We must persist in concentrating on our primary

objectives in fund raising.

There is a general criticism of our development activities by
many within the faculty. Undoubtedly, room remains for improve-
ment, but few of the critics appreciate that the total level of
private gifts to the University has increased at a very fast rate
during the decade and that the University now ranks among the top
fifteen in private giving in the country.l fThere is an inade-
quate understanding of how our efforts are limited by both our
location away from major metropolitan centers and also the relative
youth of our alumni. ©Neither is there an appreciation that
Development is basically involved in selling a product. As the
gquality of the University improves, its capacity to raise support
for its operations will improve. No single factor could assist
the University's ability to raise funds more than the consistent

improvement of its teaching and research.

C. Alumni Affairs

The Alumni Office has been reorganized during recent years to
permit much closer coordination with Duke's admissions functions,
and the results are generally excellent. A hundred alumni commit-

tees are now providing assistance in the location and screening of

1. It ranks about twentieth if grants from The Duke Endowment are
not included.
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potential applicants. In addition, alumni understanding of the
favoritism shown to alumni children and the reasons some alumni

children are not admitted has been enhanced.

Last year alumni were involved in the first career conference
at Duke, an ASDU initiated program. The project will be funded
for a second year and then offered at regular intervals. Efforts
have been made to assure alumni of the University's willingness
to provide special assistance to them when they visit Duke.
Participation at class reunions last June showed a significant
increase. The foreign trips program of the University has been
greatly expanded, with excellent alumni response, and this fall a
new program of weekend seminars at various places in Canada and

the United States will be initiated. The Alumni Register is

performing a valuable service and is generally well received. It
has become more responsive to the needs of the Development Office

in communicating with alumni.

Students have been involved to a much greater degree than
heretofore in alumni and development activities. This increase in
student involvement has occasioned a demand on the alumni and
development staffs in excess of available resources. A problem of
coordination exists among the Vice-President for Student Affairs,
ASDU, Alumni Affairs, and Development. There is a natural reluc-
tance to refuse support for student projects, but present resources
are inadequate to meet the wide range of student requests for

participation incident to their increased involvement. Particu-
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larly encouraging are the efforts initiated this fall to reestab-
lish the notion among Duke students of a class identity and to
develop within them a loyalty to the institution. Students must
learn while they are here of the University's needs and the degree
to which they have benefited from their predecessors. Student
leadership has made great contributions to this process during

recent years.

The Board of Directors of the National Alumni Council has

been reorganized, and a greater level of participation in decisions
affecting the University has resulted. The increased responsibili-
ties have also required the addition of staff personnel, which, in
my judgment, perform a very valuable service. In order to increase
the participation of alumni in this area, future employment policy
in Alumni Affairs will emphasize the desirability of attracting
highly qualified alumni. The function of Community Relations,
formerly included within the Office of Alumni Affairs, has been

transferred to the Office of University Relations.

D. University Relations

The Task Force was most complimentary concerning the conduct
of University Relations in preojecting Duke's image to the outside
world. Cooperative projects with the faculty of the University

have produced programs such as the Washington Post and Time

journalists-in-residence programs and have increased the level of
national and local publicity accorded to University activities;

coordination with the public affairs activities of the Medical
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Center has also been improved.

At present the University Relations Office determines to a
considerable degree the image of the University to be projected to
external constituencies; this judgment is not generally subjected
to formal appraisal by the officers of the University. I have
requested that the Director of University Relations develop the
goals of his office more specifically so that they might be more
widely reviewed. Necessarily, the images of the University
projected to its constituencies must be true, but given the great
diversity of these constituencies, the images it wishes to project
are not necessarily identical. The officers of the University are
in the best position to determine what activities most need to be
publicized. It is the primary function of the Director of Univer-
sity Relations to coordinate the diverse priorities of different
interest groups in the University and to assign responsibilities
for what can be accomplished with available staff, while indicating
to the constituencies what present budgetary restraints preclude.
I have requested that the Provost initiate a procedure to operate
simultaneously with the budgeting process whereby the academic
divisions of the University indicate the image of their teaching
and research they desire to be projected during the next year.

The Medical Center will do likewise. The President, of course,
decides what overall image of the University will be projected,

and the Director of Alumni Relations is responsible for determining
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the particular messages to be related to our alumni.

Proposals for priority coverage will be collected and evalu-
ated by the appropriate officers of the University. The objective
is to produce a limited number of priority matters to be dealt

with by the News Service, the Alumni Register, and other external

University publications during the next academic year. The
Director of University Relations will assess the feasibility of
these proposals and will determine the best methods of accomplish-
ing them, assigning the persons required. If the number of
projections exceeds the capacity of the staff, he shall so indi-
cate, provide his advice, and request guidance concerning which
proposals should receive the highest priorities. 1In case of
conflict among the officers, the decision will, of course, rest

with the President.

There is an additional need for improved communications
within the University. The faculty newsletter recently initiated
by the Provost meets a longstanding need. There is an equal need
to communicate with other employees outside the Medical Center in
a publication which performs the same functions as do Heartbeat
and Intercom. I have requested the Vice-President for Business
and Pinance and the Director of University Relations to develop a

format for such a publication.

It is recommended that the Board Qf Trustees authorize

filling the position of Vice~President for Institutional Advance-
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ment with the understanding that this office shall have responsi-

bility over University Relations, Alumni Affairs, and Development

activities of the University.

It is further recommended that the Board approve the modified

program for annual giving described on page 184.
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XIIT
Business and Finance Division

Outside the academic sector, the largest single component of
the University supported in substantial part from current unre-
stricted funds is the Business and Finance Division. Having grown
significantly during the last fifteen years, it should appropri-
ately be subjected to the same scrutiny as the academic departments.
Indeed, some have asserted that retrenchment should begin here
since the function of the division is one of logistical support,
while the functions of the academic sector--teaching and research--
are the primary missions of the University. At the very least, it
is argued, cuts should be prorated between the academic and

nonacademic sector.

The problem with this'approach is that it fails to recognize
that in some instances logistical support is essential if research,
teaching, and patient care are to flourish, and that improvident
retrenchment in the personnel and services providing these func-
tions may immediately and severely impair our ability to fulfill
our primafy mission. Furthermore, the Business and Finance
Division has been under tight budget control for several years
since its forecast was reduced by $800,000 in 1975. Further
significant savings are more difficult to achieve, except through
the sophistry of eliminating personnel, whose services would then
need to be performed by outside contractors at higher costs. 1In

addition, much of the cost of the Business and Finance Division is
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allocated to the Medical Centexr, service components, and auxiliary
enterprises. In 1978-79, the last years for which fully allocated
costs are available, 79.3 percent of the costs of the division
were allocated to the Medical Center, auxiliaries, and service
components. Thus, in gross terms, an across—the-board cut of
$1,000,000 would free only about $207,000 for University academic,

student services, and development activities. (See Table 5.)

I do not suggest that these factors should immunize the
division from scrutiny or that cost savings are impossible. My
point is that while the proper approach is to subject each unit to
close study and effect economies where possible, we must not
proceed upon the assumption of a necessary or appropriate relation-
ship between the extent of retrenchment in Business and Finance

and in the academic sector.

At the outset it is important to recognize the reasons why
the division has grown and why its functions continue to be
necessary. Foremost among the reasons has been the phenomenal
growth of the Medical Center, which is served by many of the

components of the division.

The second most important factor has been the continued
growth of sponsored research with the concomitant increase in
auditing required for accounting to the government and other
grantors. Significant components of the division, particularly in

sponsored programs, internal audit, accounting, personnel, and
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central purchasing, could be cut back or eliminated if we chose
not to sponsor research from external sources. But to do so would

prevent our continuing as a major research university.

The third factor has been the increased need for improved
financial management to accomplish a number of objectives:

1. Achieving budgetary control and the appropriate
allocation of costs in a period of inflation;

2. Maximizing income from investments managed
internally;

3. Achieving optimal overhead recovery and Medicare/
Medicaid reimbursement;

4. Administering the University's loan program to
students and its borrowing for capital improve-
ments {e.g. Duke North, Parking Garages #1 and
$2, Tel-Com, steam plant);
5. Making it possible for the trustees to perform
their fiduciary obligation of ensuring that the
institution is operating in a fiscally respon-
sible manner.
The fourth factor is monitoring and achieving compliance with
a host of regulatory requirements that have resulted from the
government's involvement in higher education, such as the regula-
tions governing facilities for the handicapped, occupational
health and safety law, the Fair Labor Standards Act, collective
bargaining under the National Labor Ralations Act, legislation
governing retirement compensation plans, legislation governing
procurement of supplies and equipment, wage and price stabiliza-

tion policies, regulations governing the use and disposal of

. radicactive and hazardous wastes--not to mention the myriad laws
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and regulations dealing with nondiscrimination and affirmative
action in which the division shares responsibility with the Office
of Equal Opportunity. Added to the government regulations are
reporting demands from educational associations that need data to
present the case of higher education to the government and to

engage in self-regulation,

A fifth factor contributing to the growth of the division
has been the consolidation of certain activities, increasing
personnel in Business and Finance while reducing numbers in other
areas, and the addition of personnel to effect cost savings by the
elimination of outside contracting. Thus, the central printing
function of the Business and Finance Division now employs 27
persons, replacing the 33.5 who had been engaged in printing
operations in 1974-75, none of whom were in Business and Finance.
The ingurance office has added one person as a part of a reorgani-

zation that will save $100,000 to $150,000 annually.

In addition, some of the departments'of the division increase
income at a more rapid rate than the costs incident to the function.
Areas of growth such as cost accounting, plant accounting, and the
Treasurer's Office have produced additional. revenue far in excess
of the added expenditures fequired to improve the level of their

performance. (See Table 6.)

Often ignored is the extraordinary change in the scope of our

enterprise. 1In 1970, Duke had approximately 6,700 employees, 6,977
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Table &

Treasurer's Qffice

(000 omitted)

Revenue
Investment Income
Securities Lending

Securities Call Optioms

Total
Expense
Treasurer

Investment Management
Bursar
Student Loan

Total

Net Contributiom to University P/ (L)

Contribution of Net Revenue to University Increased by 77%.

FY 74-75 Actual

FY 78-79 Actual

$ 1,195
186

$ 1,381
$ 12
(87)

163

75

$ 163
$ 1,218

$ 2,131
209
148
$ 2,488
$ 13
(140)
278
183
$§ 334
$ 2,154
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students, and $172,147,000 invested in the physical plant and

a consolidated budget of $59,000,000. Today there are approxi-
mately 12,000 employees and 9,200 students; $447,385,000 is
invested in physical plant and the consolidated budget is approxi-
mately $200,000,000. A larger, more sophisticated institution
with an aging plant simply requires more people and dollars to
administer it. Despite this growth, the increase in costs of the
division during the last four years has been held to 35 percent
except in maintenance and operation of the physical plant, where
costs rose 39 percent, principally because of energy expenses.
This figure compares favorably with increases in instruction and
-departmental research (39%), libraries (49%), and student aid
(43%). As will be seen, a significant percentage of these

costs 1s allocated to activitieé outside the campus academic

sector.

We can reduce the level of functions that respond to requests
for more or improved services, but the needs of the hospital,
sponsored research, and federal regdlation are not likely to be
reduced. Whether the addition of staff to consolidate activities
or to perform functions formerly provided by outside contracts
will effect savings poses a question of cost effectiveness that
must be determined in individual cases. We save money by doing
some things internally; we can save money elsewhere by contracting

for external services.

In many areas, cost savings are an unreasonable expectation
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in view of the growth in business caused by the factors already
described. The available quantifiable data establish that there
has been a consistent rise in the number of payroll checks,
accounts pavable invoices, purchase requisitions, square feet of
buildings maintained, telephone calls and a wide range of other
activities (Tables 7 and 8). Most of these increases, occasioned
by the Medical Center, service components and auxiliaries, are
absorbed by them as well (Tables 9 through 14). More than 20
percent of the division's manpower is involved in service compo-
nents and auxiliary enterprises, which with few exceptions are
budgeted to break even, with users paying the cost of the services
provided. Indeed, all of the increase in new personnel since 1975
can be attributed to the hospital and service components (Tables

15 and 16) and are charged to them.

Nevertheless, areas ungquestionably exist where cutbacks can
be achieved without diminishing essential services. To ascertain
where savings can be accomplished, we have determined to apply the
technique of zero base budgeting to every component of the
Business and Finance Division. In the spring of 1980, zero base
budget studies were applied to Public Safety, Grounds, Office
Products, and Wage and Salary. Similar studies have been scheduled
for 1981 in Budgets and Measurements, Sponsored Programs, Material
Support, and Special Services. Results of the 1980 study will be
utilized in the preparation of the 1981~82 budget, as will those of

the next four studies.
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Table 7

Business and Finance Division
Examples of Work Load Growth Trends

Accounting Department

Payroll Checks Issued

Accounts Payable Invoices, etc.
Number of Movable Capital Assets
Journal Vouchers Prdcessed
Number of Restricted Funds

Treasurer's Office
Number of Investments Internally
Number of Trust Funds Investments

Bursar's Office
Student Enrollment - Fall
Faculty Ledger Accounts
Imprest Cash Checks Written
Wachovia Manual Checks

Office of Student Loans
Collections - Number of Receipts
Collections - Total Dollars
Receivables

Personnel Department
New Hires by Employment and Transfer/
Promotion
Classification Audits
New Employees Process
Personnel Change Notices, Deductions,
Other Requisitions
Salary Surveys Conducted

FY 74-75

247,368
134,500
64,945
12,600
2,684

21
64

8,923
255
43,645
2,603

12,848
$ 771,209
$9,800,000

2,960
547
5,147

18,462

FY 78-79 Percent
Increase/
(Decrease)

275,780 11.5
145,900 8.5
91,500 40.9
20,400 61.9
3,060 14.0

67 219.1

175 173.4
9,700 9.0
403 36.0
48,106 9.0
3,755 30.0
21,572 68.0

$ 1,300,055 69.0
514,900,000 52.0
3,168 7.0
672 22.8
6,017 16.9
31,592 71.1
190 804.8
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Table 8

Business and Finance Division
Examples of Work Load Growth Trends

Public Safety

Traffic Appeals Handled

Police Patrol Mileage

Police Incidents - Total Requiring Written

Report

Criminal Incidents (included in above)
Arrests

Fire Extinguishers Maintained

Material Control Department
Line Items Issued
Number of Purchase Orders Processed

Physical Plant Department

Sq. Ftr. Maintained -~ University Buildings
Maintenance Expenditures — University
Buildings

Utilities Expenditures - University
Buildings

Pounds of Steam Produced

Campus Services
Housekeeping ~ Sq. Ft. Cleaned
Sanitation -~ Number of Dumpsters

Tel~Com

Amount of Tells Billed

Number of Lines in Use

Number of Directories Published
Number of Directory Listings

FY 74-75

865
182,245

3,020
1,729

30
1,558

76,179
49,900

2,137,676
$ 1,007,006

$ 1,645,304
457,218,967

2,107,250
101

$ 583,956
4,932
11,500
27,875

FY 78-79 Percent

Increase/

{(Decrease)
2,184 153.6
211,777 16.2
3,919 29.8
2,024 17.1
154 92.5
2,213 42.0
129,236 69.7
57,809 15.9
2,311,303 8.0

$ 971,794 (3.5)
$ 2,458,492 49.0
512,431,521 12.0
2,255,657 14.1
147 45.5
$ 1,953,208 234.5
6,047 22.6
18,000 56.5
32,610 17.0
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Table 9

Accounting

FY 74-75 Actual FY 78-79 Actual

Component $ (M) % $ (M) %
University $ 375 25 $ 476 22
Medical School 496 33 692 32
Hospitals 315 21 534 25
Service Components 150 10 242 11
Auxiliaries 165 11 214 10

Total $ 1,501 100 $2,158 100

Total Increased by 44Z%.
Portion Absorbed by University Increased by 27%.

Overhead omn University Held Grants Going to Depreciation Funds
in FY 78-79 - $460M.
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Table 10

Electricity

¥Y 74-75 Actual FY 78-79 Actual

Component $ Q) % $00 %
University $ 968 36 $1,472 32
Marine Laboratory 65 2 75 2
Medical School 675 25 1,272 27
Hospitals 557 21 1,003 22
Auxiliaries 434 16 805 17

Total $2,699 100 $4,627 | 100

Total Increased by 71%4.
Portion Absorbed by University Increased by 52%.

Rate Increases Per KWH Equal 497%.
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Table 11

Heating Plant

¥Y 74-75 Actual FY 78-79 Actual

Component $(M) 7 $(M) A
University $ 504 40 $ 697 35
Medical Scheol 131 10 285 15
Hospitals 234 19 353 19
Auxiliaries 387 31 511 28

Total $1,256 100 $1,846 100
Fuel Costs S 793 $1,219

Total Increased by 47%.
Fuel Costs Increased by 54%.

Portion Absorbed by University Increased by 387%.
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Table 12

Matexial Control

FY 74~75 Actual FY 78-79 Actual

Component 50D A S (M) %
University $ 115 15 $ 147 14
Medical School 177 23 262 25
Hospitals 263 34 412 39
Service Components 154 20 171 16
Auxiliaries 62 8 68 6

Total § 771 100 $1,060 100

Total Increased by 37Z%.

Portion Absorbed by University Increased by 28%.
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Table 13

Personnel

FY 74-75 Actual FY 78-79 Actual

Component $ () % $ () %
University $ 86 13 $ 73 9
Medical School 139 21 155 18
Hospitals 317 48 481 56
Service Components 59 9 76 9
Auxiliaries 59 9 67 8

Total $ 660 100 $ 852 100

Total Increased by 297.

Portion Absorbed by University Decreased by 15%.
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Table 14

Traffic and Security

FY 74~75 Actual FY 78~79 Actual

Component $(M) % $ (M) %
University $ 175 28 $ 216 21
Medical School 109 17 173 17
Hospitals 225 36 496 47
Auxiliaries 122 19 163 15

Total $ 631 100 $1,048 100
Traffic Fines § 40 S 143

Total Increased by 66Z%.
Portion Absorbed by University Increased by 23%.

Net Amount Absorbed by University after Deducting Traffic Fines
Decreased by (135M vs. $73M) - 467.
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Table 15

Business and Finance Division
Analysis of FY 74-75 vs. FY 78-79 Budget Manpower
{excludes students)

{ Reduction)

FY 74~75 FY 78-79 Increase

Budget Budget in Manpower
Vice-President, Business and Finance 3 ‘ 5 2
Internal Audit 6 7 1
Subtotal 9 12 3
Agsistant V. P. and Corporate Contrcller 2 3 1
Hospital Controller 122 182 60
University Controller 86 77 (9)
Sponsored Programs 13 13 ——
B & F Division Data Processing 23 27 4
Subtotal 246 302 56
Treasurer's Office 31 35 4
Personnel 48 50 2
Public Safety 60 98 38
Office of the Business Manager 2 2 o~
Physical Planning 15 12 (3)
Material Support 87 69 (18)
Physical Plant 168 129 (39)
Campus Services 278 315 37
Duke Telephone System 73 78 5
Dining Halls 185 197 12
Housing Management . 128 132 4
Stores Operations 66 66 —
Subtotal 1,002 1,000 101

Grand Total — B & F Division 1,396 1,497 101
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Table 16

Business and Finance Division
Analysis of Manpower (Excludes Students)

FY 78~79 Budget

Adjustments

Eliminate Growth in Duke Hospital Business
Office

Eliminate Growth in Public Safety for Duke
Hospital North and South

Eliminate New Service Components Operated at
Break-even, but at Savings to University

Revised FY 78-79 Budget

FY 74~75 Budget
Increase/ (Decrease)} in Manpower

Percent Increase/(Decrease) in Manpower

1,497

(61)
(38)

(48)

1,350

1,396
(46)

(3.30)
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The 1980 studies identified areas that could be selectively
reduced, but in each case at a price. A reduction in Public
Safety would certainly increase risks for our campus community-~-—
especially students——an unacceptable consequence particularly in
view of the problems encountered last fall. Moreover, it is
mandatory that Public Safety be present at many special events.
Providing this coverage already involves overtime and taxes the
staff to a level that gives management concern. Economies can be
effected in grounds maintenance, and the zero base budget identi-
fies the results with some precision. Such a reduction could only
be made with anticipation that complaints about conditions on East
Campus or the central quad would increase. Given that a dispropor-
tionate part of the Grounds budget is directed to litter clean-up
rather than professional garden and lawn work, an effective
antilitter campaign would seem the most obvious way to reduce
costs, but numerous attempts to that end have failed. A third
possibility, reductions in the Wage and Salary Administration
budget, would unacceptably increase the risk of violation of
federal regulations. The consequences of such violations can be
quite severe. Failure to monitor the process earlier necessitated
a substantial settlement by the University in 1972 and resulted in
the present organization. Office Products could be reduced or
eliminated, tempting from the standpoint of Business and Finance
budget cosmetics, but the faculty and staff will suffer a conse-
guent loss of service and the independent and uncoordinated

contracting for equipment and maintenance may increase costs in
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other departments of the University.

Based on wide-ranging and dissimilar criteria, the four
studies resulted in a preiiminary conclusion by the Business and
Finance Division that no cuts in these divisions were desirable.
In the case of Public Safety and Wage and Salary Administration, a
cutback would impair the performance of an essential mission,
i.e., the protection of persons and property on the campus and
compliance with federal law. Arguments for Grounds and, to some
degree, for Office Products, rest on a different foundation--that
the services being performed, while not essential, meet the needs
of the comnunity and are worth the costs. The same justification
will probably be made for Material Support and Special Services
departments now under study. I do not think that a judgment of
this nature should be entrusted solely to the Business and Finance
Division or, indeed, to Central Administration. A mechanism needs
to be established to determine faculty views of the relative value
of well-kept lawns and centrally purchased office products. The
Chéirman of the Academic Council has agreed to provide faculty
examination of the Business and Finance findings and provide me
with advice. If there is disagreement, I shall submit the matter
to the Trustee Committee on Business and Fipance with my recommen-

dations.

The studies conducted by Business and Finance are undertaken
with no preconceived ideas, nor are these studies intended to

provide the sole approach to budget control and/or reduction.
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Standardization of office stationery, adoption of new standards
for office and furniture procurement, the developmedt of a system

of Duke-~owned buses and vans are exampleé of the approaches.

Simultanecusly. consideration is being given, where feasible,
to contracting out certain functions. Much of the work of the
student loan office will be performed in the future under contract
with Harvard University. Other activities, such as the office of
the Architect, may be cut back as our building programs come to an
end. Additional cost savings may be possible if we improve the
level of service which the division provides to the components
served by it. Too often deans, department chairmen, and principal
investigators find it necessary to keep their own books, causing a
costly duplication of effort. There may be additional areas in
which costs can be saved by decentralizing purchasing without
violatiné government regulations. Renewed attention to problems

of this nature are essential.

Realistically, the best that can be hoped for is (1) effecting
economies wherever possible, even if the impact on the availability
of funds to meet other needs is only minor; (2) limiting future
growth wherever possible; (3) .assuring that the cost allocation
system properly places the cost where incurred; (4) improving the
efficiency of the division. Only a dramatic decrease in the scope
of fédefal regulation, particularly in sponsored reseaféh, would

permit significant savings.
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IV
The Support Staff
The morale of our support staff is affected by many of the
same concerns that trouble our faculty: salaries and fringe
benefits, opportunities for advancement, security for retirement,
a sense of self-esteem. The University must be able to provide
adequate compensation, fringe benefits, and attractive working

conditions if it is to retain the support staff it requires.

Biweekly employees at the lowest level have seen their
salaries increase at a rate faster than the cost of living over
the decade, but only recently has the University been able to
provide an entry salary above the minimum wage. Employees at
higher levels have experienced an erosion similar to that experi-
enced by the faculty, as salary increases have not kept pace with

increases in the cost of living.

Efforts have been made to develop a wage and salary scale
that is competitive. During the last eighteen months the Univer-
sity has modified significantly its wage and salary structure by
greatly increasing the number of job families. Annual market
surveys establish the competitive wage of each job family, and
salary levels are adjusted to the degree that resources are
available. Over a period of time it is hoped that most positions
will be competitive with positions outside the University and that

the differentials that sometimes have occurred between the Medical
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Center and the remainder of the University can be eliminated or

reduced.

A major problem has been caused by Duke's inability to keep
pace with the cost of living in wage and salary increases.
Too frequently, the University has attempted to cope with the
problem by across-the-board salary increments, leaving little to
be distributed in merit increases for deserving employees.
Such a compensation system discourages merit and rewards ineffi-
ciency. ©No one in Central Administration is happy with the
process. But there is considerable difficulty in assessing merit
equitably across the entire work force, and there is an obvious
need for all employees who are retained to receive at least some
increase to help cope with inflation. Over the next decade the
University plans to establish a step increase system in which
there will be annual increases on the basis of seniority in the
lower salary ranges with additional funds available for merit.
The total amount of the merit increases will depend upon the funds
available. 1In the higher salary ranges of biweekly employees and
in the monthly staff, salary increases will be based primarily on

merit.

Perhaps no single feature of the present wage and salary
system has been more destructive to morale than the annual in-
creases at beginning levels which leave an employee with several
years of experience receiving pay only marginally higher than that

of a new employee. The beginning levels must be increased annual-
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ly, sometimes substantially, in order to compete for new people.
We simply have not had funds to permit us to increase the salaries
of all present employees at a rate as high as has sometimes been
required for beginning rates. A system has been initiated by
which the relative status in each job family will be protected in
order to assure that no new employee receive salary in excess of
that paid an old employee in the same job category, and that each
continuing employee's relative position within a job family be
maintained. Still we recognize that no obvious answer to this
long~range problem is evident so long as inflation continues at

its present rate.

A corollary of this problem stems from the University's
policy of hiring employees normally at the beginning rate of
each job level. Faculty and administrators complain that an
experienced person deserves more than the beginning rate. Yet, a
decision to hire a new employee at a higher rate results in pay
to a new employee as high as or higher than an employee with
significant Duke seniority. The problem is particularly acute

when existing employees are ignored in filling job vacancies.

~While there is clearly a need to remain attractive in a
competitive job market by selectively hiring at salaries above the
beginning rate, in order to be fair to present employees and
remain clear of any appearance of discrimination, it is necessary
to develop criteria justifying the pay differential. The Wage and

Salary division has been instructed to place a high priority on
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the development of such criteria beginning with clerical employees.
Simultanecusly the University's upward mobility plan will place

additional importance on hiring from within to f£ill vacancies.

Upward mobility is a major problem within the University.
Over a thousand clerical and technical employees are women with
bachelor's degrees. Not infrequently they majored in fields that
did not provide the technical and professional skills required for
many higher-level positions within the University. Persons with
this levei of certification are understandably concerned when they
do not have an opportunity for -advancement. The number of non-
faculty positions within the University is necessarily small,and
many are highly specialized. But in £illing the junior positions
on the staff, careful consideration is owed to employees in
clerical and technical jobs, and equal consideration is owed to

junior staffers in filling intermediate-range positions.

I appointed a Task Force to examine this and other problems
of upward mobility last year and have benefited from their prelimi-
nary recommendations. We must accord a high priority to developing
career pathways for employees at each job level. This can be
accomplished only by a coordinated survey of institutional needs
for the future, a skills inventory of the work force, a reassess—
ment of the skills required for jobs in each job family, a coordi-
nated counseling service to advise employees of promotional
opportunities, an employee development program that includes

traditional programs, apprenticeship opportunities, and on~the-job
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training programs. In addition, the process of filling job
vacancies at higher levels must be routinely monitored to assure
that existing staff have a fair opportunity for promotion. We

must develop incentives to retain those who have progressed.

Such a system cannot be created overnight. We do not have
the human or material resources to implement a program of such
magnitude. The coordination and, in some cases, merger of a wide
range of University activities will begin this year and should

provide the nucleus required.

Job grade levels 1-5 will be targeted for primary emphasis.
Goals will be set. I hope that with the aid of counseling, skills
inventories, and in-house training programs, at least 50 percent
of job vacancies in levels 3 and 4 can be filled internally.

Other goals will be set for higher grade levels as the program

develops.

Some concern has been voiced about the University's grievance
procedures. To remove all doubt about the fairness of the
procedures, provision will be made for outside arbitration at the
final stage of an employee grievance involving dismissal from the

University.

Nonacademic employees share the faculty's concern with the
egcalating costs of fringe benefits, particularly medical insurance.
Few appreciate the significant sums paid by the University for

fringe benefits. The average employee considers only the cost
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that he must bear. These fringe benefit costs, increasing at a
high rate annually, must be explained to employees. The Personnel
Department has been requested to examine the feasibility of a
"cafeteria plan" of fringe benefits that would permit employees

to decline some fringe benefits in exchange for higher levels of
compensation. The difficulties of developing such a plan in an
academic environment are significant, but it deserves the most

careful consideration.

Nonacademic employees are also justifiably concerned about
their retirement benefits. Under the present program, the Univer-
sity pays the full cost of the biweekly employee retirement plan
while biweekly employees have the option of contributing 5
percent of their salary to the VALIC Plan, a University-sponsored
tax shelter program. As a result of this combined retirement
plan, initiated in 1959 and adjusted in 1974 and 1976, we are now
in a position to assure our biweekly employees who have chosen to
participate in VALIC that their retirement benefits, their annuity
from VALIC. and their social security benefits will provide
after—-tax income equal to the after-—-tax income they received while
employed at Duke. The automatic cost of living adjustments in

social security provide a significant hedge against inflation.

The maximum benefits just described do not necessarily accrue
for employees who do not choose to contribute to the VALIC Plan or
for those with significant employment experience before the VALIC

Plan became operative in 1959. The University needs to educate
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its employees about the importance of utilizing the VALIC Plan in
order to provide for their retirement. 1In addition, we will
examine the possibility.of providing additional post-retirement
coverage for those employees with substantial employment experience
prior to the invocation of VALIC. Monthly employees participate

in TIAA-CREF and face the same problems as the faculty, described

in Section IV.

The problem of ensuring against nondiscrimination and provid-
ing opportunities for affirmative action continﬁes. In particular,
special efforts must be made to assure that persons are referred
to jobs from the Employment Office without regard to race and that
no job categories constitute "dead end" positions offering no
opportunity for advancement. Continued monitoring of equal pay
and promotional opportunities will also be necessary to assure
that there is no significant unjustifiable underutilization by sex

or race in any job category.

More needs to be done to impress upon our employees the
significance of their efforts to the University. Employee service
awards are an important first step, but other methods of recogniz-
ing special achievement by cash bonus or otherwise deserve serious
study. It is also necessary to assure that the level of recogni-
tion and working conditions are not significantly different for
persons performing the same job in the Medical Center and in the

remainder of the University.

No action by the Board of Trustees is requested.

4
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XV
Equal Opportunity
Over the last decade the University has made significant
progress toward its goal of assuring equality of opportunity for
all persons within the University community. The University's
program has focused on three major areas: the admission of students;
the assurance of equal opportunity for employment, salary, and
promotions for staff; and the attraction and retention of faculty.
The principal thrust of the program has been to deal with the
underrepresentation of blacks and women in certain areas of the
University community, but is extended to include all minorities

and those who are handicapped.

The program began prior to the official creation of the Equal
Opportunity Office in 1972. That office has the responsibility of
coordinating and monitoring the equal opportunity programs in the
University and of maintaining a liaison with federal enforcement
agencies and special interest groups involved in the area. It
also provides advice and counsel to students, employees, and
managers. Its function is both to assure against discrimination
and to provide the affirmative action required under a myriad of
federal regulations. Similar provisions are contained in a series

of other laws that apply to the University in the event that a



221

grant is received pursuant to such laws. ]!
The University has been successful in its efforts to eradicate
vestiges of the racial discrimination that is a part of its

history. In 1970, forty-three black students were admitted to the

1. Among the laws affecting Duke are:

Equal Pay Act of 1963, requiring equal pay for egual work
without regard to sex, enforced by the Egual Opportunity Commission.

Title VI of the Civil Rights Act of 1964, prohibiting discrim~
ination on the basis of race, religion, or national origin in student
admissions and treatment, enforced by the U. S. Department of
Education.

Title VII of the Civil Rights Act of 1964, as amended, pro-
hibiting discrimination on the basis of race, sex, religion, or
national origin in employment, enforced by the Egqual Employment
Opportunity Commission.

Age Discrimination in Employment Act of 1967, as amended,
prohibiting discrimination against persons aged 40 to 70 in employ-
ment, enforced by the Equal Employment Opportunity Commission.

Executive Order 11246, as amended, prohibiting discrimination
on the basis of race, sex, religion, or national origin in employ-
ment and requiring affirmative action in hiring and promotion to
correct underutilization, specifically through the application of
goals and timetables for minorities and women, enforced by the
Office of Federal Contract Compliance Programs of the U. S. Depart-
ment of Labor.

Title IX of the Education Amendments of 1972, prohibiting dis-
crimination on the basis of sex in student admissions and treatment,
enforced by the U. 5. Department of Education.

Section 503 of the Rehabilitation Act of 1973, prohibiting dis-
crimination on the basis of handicap in employment and requiring
affirmative action in hiring and promotion, enforced by the Office
of Federal Contract Compliance Programs.

Sectlon 504 of the Rehabilitation Act of 1973, prohibiting
discrimination on the basis of handicap in student admissions and
treatment, enforced by the U. §. Department of Education.

Section 402 of the Vietnam Era Veterans Readjustment Assistance
Act of 1974, requiring affirmative action in hiring and promotion
of Vietnam or disabled veterans, enforced by the Office of PFederal
Contract Compliance Programs.

Age Discrimination Act of 1975, prohibiting discrimination on
the basis of age in student admissions and treatment, and in CETA-
funded employment, enforced by the U. S. Department of Education.



222

freshman class. 1In 1980, that number will be ninety-eight.
Approximately 10 percent of the freshman class will be composed of

members of minority groups.

In 1970, there were 632 blacks as members of the University's
clerical and technical forces. There are now 1,608. In the same
year, five members of the University's faculty were black and
sixty—-four members were women. These figures are now nineteen and

128 (exclusive of Nursing).

More than half of the administrative staff members of the
University are women, including 43 percent of the staff outside
the Medical Center, and 8 percent of the staff is black. 1In 1974,
the first year when reliable staff figures were recorded, only 26
percent of the staff outside the Medical Center were women, and 6

percent of the staff were minority (including Asians and Hispanics).

In pursuing its program, the University has been troubled,
as has the nation at large, when its objective to treat all
persons equally comes into conflict with the federal government's
mandate that some persons receive preferential treatment. Thus,
the decision to hire a "minimally" qualified member of an under-
utilized group rather than an "overqualified" member of an over-
represented group has posed major problems in an institution which
both needs to choose the most able person then available to fill
its job and believes it is fundamentally unfair to discriminate

against any individual on the basis or race and sex. These
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problems do not affect Duke alone, and Duke has dealt with the

paradox as well as most.

An affirmative action plan was submitted and approved by the
U. S. Department of Health, Education, and Welfare in 1976, estab-
lishing goals for women and minorities on the faculty, on the
administrative staff and in skilled crafts. In other broad hiring
categories the University was free of underutilization, although
certain job classifications and departments were targeted as
problem areas. Also identified at that time was the lack of a
coordinated program for upward mobility by lower-level employees,
predominantly minorities and women. To date, the University has
made significant progress toward meeting the faculty and staff
goals for women. During the last two academic years, ten women
have been appointed to the faculty of the University outside of
the Medical Center, 21 percent of the total appointments during
that period. In the Medical Center, seventeen of the 130 persons
appointed were women. Nevertheless, there is a need to continue
to attract women in a number of fields on both sides of the

campus. (Table 17.)

In addition, most of the new appointments have been non-
tenured, reflecting both the age of most members of the applicant
pool and the nature of the positions that need to be filled. New
appointments are now subject to a preaudit by the Equal Opportunity
Office to assure that adequate consideration is given to all women

applicants in the search procedure.



Department

Anthropolegy

Art

Botany

Chemistry

Classical Studies
Computer Science
Economics

Education

English

Geology

Germanic Lang and Lit
History

Mathematics

Music

Philosophy

Physical

Physics

Political Science
Psychology

Public Peolicy Studies
Religion

Romance Languages
Slaviec Lang and Lit
Sociology

Zoology

Business Administration
Divinity
Engineering

Forestry
Law

Basic Sciences
Anatony
Biochemistry
Micrcbiology and
Immunology
Pharmocology
Physiclogy

Clinical Sciences

Anesthesiclogy

Compunity and Pamily
Medicine

Medicine

OChstetrics and Gynecology
Opthalmology

Pathology

Pediatrics

Psychiatry

Radiology

Surgery

Allied Health and Health
Bdministration

Mursing School

ARTS AND SCIENCES FACULTY
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Table 17

(As of August 1, 1980)

Total
Faculty Women

10
11
17
22
10

6
22
16
29

&

<]
32
24
12

9
14
18
22
24
15
i8
18

2
13
23

S el ol 7L R

[0 )

WM W

PROFESSIONAL SCHEOOLS FACULTY

(Excluding Medical Faculty)

35
27
41

11
24

22
20

22
16
18

30

24
129

22
30
41
71
63

70

16
48

5
1

4

MEDICAL FACULTY

14

14
12

48

Blacks

W W N

N

Other

2 (Hispanic)

1 (Asian}
1 (asian}
1 {Asian)

1 (Hispanic}

1 (Hispanic}

1 (Asian)

3 (1 Hispanic,

2 Asian)

2 (Asian)
1 (Asian)

2 (Asian)

1 {Asian)

4 (3 psian,

1 Hispanic)

1 (Asian)
3 (2 Asian,

1 Hispanic)

5 (3 Asian,

2 Hispanic)
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The search for qualified black faculty has been less success-
ful. In the last academic year, three appointments were made
outside of the Medical Center, increasing the total to nine. This
is a significant beginning, but does not reflect the number
appropriate in a university faculty of this size. Although
motivation and adequate resources are present, numerous problems
face the University in this effort, not the least of which are
that the pool of highly qualified black applicants is small and
the salary demands higher than those normally paid to other
faculty members of the same rank and experience. The appointment
of a black faculty member at a higher salary would trigger a
violation of the Egqual Pay Act if women members of the faculty
were not paid commensurate salaries. If women members of the
faculty were paid commensurate salaries, male members of the
faculty would under the statute have a right to equal payment.

The conflict arising from the discrepancy between the need for
competitive salary offers and the provisions of the Equal Pay Act
is ignored by the federal government but poses a major problem
to the University. However, the special efforts this year will be
pursued in the next, with the expectation of commensurate success.

Total commitment to the obijective will continue to be necessary.

For reasons that are unclear, the University has been un-~
successful in attracting the number of Americans of Asian origin

to meet its interim goals, particularly in the clinical departments
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of the Medical Center, except for Pediatrics and Psychiatry. This
problem may result from inadequate resources devoted to attracting
a broader applicant pool, since there is no reason to believe that

there is a dearth of qualified persons falling in the category.

Special problems exist within the skilled craft types of
employment in the University. The Medical Center maintenance
unit, which is not unionized, has developed an apprenticeship
program that is expected to channel more women and minorities into
the building trades, which are encompassed in the skilled craft
group. There are also a few classifications disproportionately
populated by persons of one race or sex; some of these offer no
planned career track that would encourage a person to progress
regularly within the University. Additional opportunities must be
provided to the large number of women with college degrees in the
work force. A program to deal with these problems 1s described in

Section XIV.

During 1976, as a result of Title IX regulations, a self-
evaluation was undertaken which led to a reassessment of priorities
in athletics and a significant increase in the number of athletic
grants-in-aid provided to women, with the necessary cutback in the
number of sports in which grants-—-in-aid are offered. (See Sec~
tion X.) A major self-evaluation has taken place during the last
two vears under Section 504, heightening the awareness on campus
of persons with physical disabilities. This resulted also in

removal of architectural barriers--at extremely high costs--to
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comply with inflexible provisions of federal standards.

During the coming years the University must reinforce the
gains made in the representation of women on the faculty and
continue to foster an awareness within the predominantly male
faculty of the desirability of race-sex diversification without
regard to the mandate of federal law. Some of the funds saved by
retrenchment will implement a special program to encourage the
attraction of a significant number of women in higher ranks into
the faculty of Arts and Sciences. I have proposed to the Provost
that funds be allocated to authorize additional tenured appoint-
ments in several disciplines, with the appointments awarded to the

departments that attract the ablest candidates.

A realistic program dealing with the underrepresentation of
blacks in the University faculty must continue. In particular, a
special effort must be devoted to creative methods of increasing
the supply of black Ph.D.s educated at Duke, in the hope of
retaining a significant number in the future. More specifically,
1t is our intention to recycle some of the funds saved by retrench-
ment to provide additional graduate awards for minority students.
In addition, we must continue a process of identifying staff women
and minorities who have the potential for greater levels of
responsibility. The introduction of a new personnel management
information system for the next academic year will for the first
time provide a computerized method of analyzing skills, educational

background, and job performance in order to identify potential
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persons for promotion within the University. There are still
pockets of underutilization present at staff levels at Duke.
Special supervision over these areas may be reguired in the event
that the condition is not remedied promptly. Funds must be
available for the implementation of.the upward mobility program.
No more significant problem exists than to provide an opportunity
to persons originally hired in grades 1-5 for promotion within the

University.

All these obligations and programs suggest a recognition by
Duke of its social role as an empioyer. Few institutions have
come as far as Duke has progressed within one decade. The progress
thus far, however, in no way reduces the necessity for renewed
dedication and the resources required to accomplish continued

progress.

No action by the Board of Trustees is requested.
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Deferred Maintenanczvind-New Construction

Maintenance is simply defined as the upkeep of property.
Regular maintenance is required to achieve reasonable life of
building, roads, and equipment. Over the last fifty years much of
the physical plant at Duke was not adequately maintained, initially
because of an apparent lack of concern and, more recently, because
of financial constraints. The result is a backlog of maintenance
needs, the postponement of which shortens the period of effective
use of the buildings affected and increasingly necessitates high

cost emergency measures. Deferred maintenance is the term used to

describe (1) the conditions now existing as a result of the
failure to provide adegquate maintenance in the past, or (2) the
measures redquired to remedy such conditions. It does not include

upgrading, renovation, remodeling or refurbishment.

The Business and Finance Division completed a study of the
deferred maintenance needs of the University in 1978. It estimated
that $23,000,000 in 1978 dollars would be required to restore the
physical plant of the University to an acceptable condition. The
$23,000,000 estimate was divided into $11,000,000 for student
residences, $8,000,000 for educational and general buildings, and
$4,000,000 for roads and utilities. It subsequently concluded
that at least $2,300,000 would be required annually simply to stay
even, i.e., avoid increases in the $23,000,000 catch~up require-

ment, assuming a 7 percent inflation factor and a 3 percent con-
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tinuing deterioration factor. The 7 percent factor was obviously
too optimistic, and a more appropriate "stay-even" figure is
praobabkly about $3,000,000. Deferred maintenance needs were
classified on a I to V scéle, with category V representing immedi-
ate high-priority needs and category IV representing needs that
will be later elevated to category V if not dealt with promptly. !
It was recognized that the time in which the required work could
be accomplished was dependent not only upon the presence of funds
but also upon the available work force of the University, the
requisite contractors in the Durham area, and the limited periods
in which access to the physical plant could be allowed without

impairing the academic programs of the University.

During the last eighteen months, $1,900,000 has been released

1. The categories are:

I. Is adequate and can be maintained under the present
funding for maintenance with a normal rate of deterio-
ration.

IT. Is in need of minor repair and/or parts replacement.
Under present funding, deterioration will occur at an
accelerated rate.

III. 1Is in need of major repair and/or parts replacement.
Under present funding, complete replacement will be
required within the next three to five years.

IV. Is in need of immediate attention. From 60 to 75 per-
cent of the system needs replacement. Under present
funding, complete replacement will be reguired within
the next one to two years.

V. Is in need of immediate replacement. Under present
funding, the use of the facility may be greatly
limited and/or may cause an accelerated rate of
deterioration to occur in other portions of the building.
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for deferred maintenance in educational and general buildings, and
$1,000,000 for additional funding is available. In addition,
renovations in a number of buildings have reduced the backlog. A
reasonable estimate of the present deferred maintenance needs for
educational and general buildings is approximately $6,500,000.

The East Campus has special problems, some of which are discussed

in Sections VII and X.

In addition, $479,000 has been expended for student residences,
and $450,000 is available for additional work in the near future.
After application of these funds, the dormitories still have an
estimated current need of $5,000,000 in the category IV and V
projects. No significant expenditures have been made on roads

and utilities during the period.

We have, therefore, made a modest start toward dealing with a
major problem. The funds expended have been generated from
depreciation recovered on contracts and grants ocutside the Medical
Center, special-purpose grants from The Duke Endowment, surpluses
generated from the high short-term interest rates that have
prevailed during the period, and modest allocations from the
current fund. With the decline of short-term interest rates, the

funds available will decrease.

We have several alternatives open to us. We can continue
to use the funds generated by depreciation charged to grants and

student residences, modest special-purpose grants from The Duke
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Endowment, and occasional surpluses, and increase the level of
maintenance budgeted from current funds. Such a process would
generate $750,000 to $900,000 a year, permit us to meet emergencies
as they occur, and transfer to a future generation the inevitable
day of reckoning. While such a policy would be preferable to
ignoring the problem completely, as has been done in the past, it ‘
is lesé than a half-way solution. It does little good to recognize

a problem unless an effort is made to solve it.

The deferred maintenance problem is greatest in the student
residences. It 1is essential that category V and IV needs be met
promptly. If these items can be dealt with, the remaining needs

should be met by funds generated from dormitory rentals.

I propose that these costs be met by an internal loan paid
back through a surcharge applied to dormitory rentals. In sub-
stance, a line of credit would be created in an amount not exceed-
ing $5,000,000 for a period of fifteen years. Interest would be
fixed at the rate of return on the permanent endowment in the
fiscal year preceding the date in which the funds are utilized, or

10 percent, whichever would be less.

The work would be accomplished as soon as possible, depending
upon the availability of contractors and access to the buildings.
A surcharge of approximately $100-$120 would be applied to the
present dormitory rétes to service the loan. Similar increases

would be made in the Central Campus Apartments rental rates. The



233

surcharge is substantial, but residence rates would still remain
lower than those at most institutions with which we compete.
Furthermore, financing the immediate needs will deal with the
problem expeditiously, limit the impact of inflation on the
long-range costs, and be consistent with the traditional principle
that the residences be self-sustaining. A University subsidy may
be involved if the yield on the permanent endowment exceeds

10 percent.

There is also the need to fund the deferred maintenance of
educational and general buildings, roads, and utilities, a figure
of approximately $11,000,000. All depreciation allowed on con-
tracts and grants should be applied to this purpose; the Univer-
sity's special grants requests to The Duke Endowment should place
a sufficient priority on these purposes to justify $250,000 a year
from that source; periodic surpluses should be applied; a signifi-
cant increase in the funds budgeted from current operating funds
should be authorized. As indicated earlier, these sources will be

inadegquate.

Approximately $4,000,000 are category V and IV needs. I
propose that the Board of Trustees authorize expenditures of this
amount from the quasi-endowment, with the requirement that the
remaining deferred maintenance needs be met through the sources
outlined above. Transfers from the quasi-endowment would be
scheduled as contractors and access to buildings permit. The
additional costs to the current operating funds would be shared

through cost allocation across the University including the
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formula schools and the hospital, since roads and utilities
benefit the entire University and the educational and general

buildings support all educational components.

I fully recognize the magnitude of a proposal to expend
quasi-endowment for deferred maintenance. The effect will be to
reduce the size of the endowment and hence the yield from it. I
make the recommendation in the belief that we will in the long run
be a better University if we tighten our belt and make do with
less. There is precedent in the Board's 1979 action that liquida-
ted quasi-endowment to meet special needs in dealing with the

operations of Sea Level Hospital.

It should be recognized that expenditures of this magnitude
will not include renovations or significant improvements in the
observable physical conditions in the residences, or the renova-
tion of the East Campus Gym or Crowell, which were not included in

the estimates. Additional funds will be regquired for these purposes.

It should also be recognized that this program will not
eliminate the problem of deferred maintenance. There will always
be some facilities in need of repair. This program will reduce

the problem to a level that it can be effectively managed.

It is essential that the University meet its space needs
primarily through reallocation. New facilities should be
built only when funds are in hand for new construction and

maintenance and operation costs, and new program costs can be paid
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from new endowment or user fees. Even then, the University should
be reluctant to plan new construction unless absolutely necessary.
The past decade should have taught us the dangers involved in (1)
major inflation in estimates between initial authorization and
completion, (2) the difficulty of raising funds to cover mainte~-
nance and operation expenses, (3) the escalation of preliminary
costs by acceding to user committee requests, (4) the potential
diversion of donors who might otherwise contribute to endowment,
and (5) the impact upon a development staff told to raise funds
for endowment but placed under pressure to find the resources
necessary to build buildings. It may be instructive to note

also that there does not appear to be any necessary relationship
between the quality of our academic programs and the space they

inhabit.

The Board of Trustes is requested to (1) authorize the
loan of $5,000,000 from the gquasi-endowment of the University for
a period not to exceed fifteen years at not more than 10 percent
interest, to be recovered from residence revenues, the borrowed
funds to be used for deferred maintenance of student residences;
and (2) authorize the expenditure of $4,000,000 of the gquasi~-
endowment for deferred maintenance of academic buildings and

utilities.
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XVII
Year—-Round Operations

A Task Force proposed by the Academic Council and appointed
by me has engaged in an exhaustive study of the feasibility of
year-round operations at Duke. Year-round operations means that
three semesters (fall, spring, and summer) would be offered
annually. Each undergraduate student would be reqguired to be in
residence at Duke for one summer session (or two half-summer
segsions) in lieu of attendance during one fall or spring semester.
Such a program would permit the University both to admit more
undergraduate students while not increasing the number on campus
at any time and to use the physical plant more effectively in

the summer, resulting in a significant increase in income.

The Task Force determined that year-round operations are
technically and educationally feasible and have a potential yield
of approximately $2,000,000 per year after all additional costs
incident to the program are met. The Task Force nevertheless did
not recommend implementation at this time, primarily because of its
concern that our existing pool of applicants is not sufficiently
large and stable to risk the loss of a significant number of
highly qualified students who otherwise would have chosen Duke.
In addition, concern was expressed that such a program might have
undesirable consequences in terms of the intellectual climate at
Duke, faculty scholarship, and departmental governance. It would

also increase the administrative complexity of planning and
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scheduling courses, assigning faculty, advising students, and
planning renovations and maintenance. In the background was a
reluctance by many students and faculty to abandon a lifestyle to

which they have become accustomed.

I was not surprised at the conclusions of the report. I
assumed that the community was not prepared for such a drastic
change and shared the concern about the impact of a unilateral
decision by Duke on an applicant pool that has more traditional
four-year programs available to it. It was for this reason that T

did not recommend the alternative for study in my 1978 memorandum.

I do not suggest that this excellent report is not useful.
On the contrary, it has made an extremely valuable contribution in
recognizing both the feasibility of the program and its capability
of generating substantial income. Moreover, in delineating the
problems that must be faced, the study enables us to begin the

planning required to meet them.

In my judgment, the present policy of Duke and other distin-
guished universities that fails to utilize its physical plant
effectively during the summer, and places no obligation upon
members of the faculty for three and one-half months each year,
will not be possible in the long run. Yet the time is not ripe,
and the University must use the interval to seek ways to minimize
the disadvantages of year-~round operations presented in the

report, a copy of which will be distributed to each Board member.



238

puring the interval, we must explore fully the options
available for increasing the voluntary use of University facilities
by Duke programs and others. Simultaneously, we must examine
whether the costs of operations can be reduced during the summer

months.

We must remove present impediments to attracting students
whenever possible. The tuition rate in the summer is lower than
during the regular academic year, and in my judgment the differen~

tial should be maintained or permitted to widen.

The Task Force suggests that no discount on tuition be
provided because of its belief that voluntary demand may be
inelastic. I prefer to experiment with techniques to increase
demand before adopting such a position. The present housing and
leave policy should not discourage students from withdrawing for a
semester during the regular year and resuming studies during the
summer. Leaves should be granted with the understanding that
students will have the same housing priority as if they had
remained in residence, provided they resume studies for two terms
in the summer following their return. The Graduate School has
been requested to reexamine its rules precluding residence credit

for graduate students who continue their work in the summer.

Special efforts should be made to facilitate acceleration,
particularly for undergraduates who will continue in graduate or

professional school. Significant cost savings are possible for a
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student who combines advanced placement and summer studies to
graduate in three or three and one-half years. The usual concern
about maturity loses much of its force when the accelerating
student will be in a university six to eight years. Many may find
the sacrifice a part of an undergraduate experience which is
acceptable if it permits the choice of a private professional or

graduate school that they might otherwise be unable to afford.

Acceleration at Duke is possible, but the number of undergrad-
uates has been decreasing from about 12.3 percent in the Trinity
class of 1976 to 6.4 percent in the class of 1379. Several
factors tend to discourage students from seriously considering a
time-shortened degree. We need to make it clear that acceleration
is a reasonable alternative for some students and that counseling
concerning its advisability is available. Our present policies
are scattered through our bulletins. A single publication describ-
ing the existing options would be a significant step forward.
Secondly, some of our students attended high schools that did not
offer advanced placement opportunities, We should consider the
desirability of administering advanced placement tests to interested

students from such schools as a part of the orientation program.

At present we do not offer financial assistance in the summer
on the same basis as in the regular year. Such a policy 1is
understandable for students who are enriching their educational
programs, seeking to undertake reduced loads during the regular

academic year, or removing academic deficiencies. On the other
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hand, students who are substituting a summer session for a fall or
spring semester as part of an approved program of acceleration
should be as eligible for assistance in the summer as they would
be in the fall; and they should not be expected to earn the same
amount as if they were employed full time. The vagaries of
federal funding preclude equal treatment, but more imagination is
needed to package financial aid in such a way that the needy

student is not discouraged from acceleration.

Approximately one-half of the summer courses are offered
tentatively and canceled if enrollments do not justify the costs.
We must continue to develop a set of "core" courses that will be
offered regardless of enrollment. Included in the core curriculum
should be more team-taught courses not available in the normal

academic year such as Ethics and the Professions, described to the

Board of Trustees last year. The assurance of the summer stipend
will attract able faculty and permit students, particularly those
who are accelerating, to plan their academic program with knowledge

of the courses that will be available in the summer.

The University should not encourage all students to acceler-
ate. It should counsel those who are interested and facilitate
the process for those who can benefit from the experience.
Simultanecusly, it should reexamine its policy that permits the
transfer of two course credits for summer work done at other

institutions.
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A number of other program opportunities deserve serious

consideration:

1. We presently enroll seventy-five rising high
school seniors in a precollege program. Early
indications suggest that it can be expanded to
the benefit of the University and the students
in attendance.

2. We have summer foreign study programs in Canada
and Israel. Consideration is now being given
to programs in Germany and Italy.

3. We need to develop a broader range of special
institutes and programs, such as the programs
of Chemistry for Executives and the Summer Insti-
tute of Alcohol Studies. A number are now being
planned. Possibilities in the field of education
are discussed in Section III-B.

The Task Force urges that guidelines should be established
for income goals for use of University facilities by sport camps,
short courses, and similar activities. It argues that the costs
charged should be based on full costs (variable plus fixed} plus a
return to the University. Such an alternative is, of course,
attractive. I am concerned, however, that the resulting price
increases might prevent the University from competing for summer
conferences and make our camps uncompetitive with those held at
neighboring institutions. We shall study the pricing policy but

cannot ignore the competitive realities.

Simultaneously, we must examine ¢other ways to save costs.
Among the alternatives are: consolidating instruction in fewer
buildings, limiting some functions to the traditional academic

year only, and delaying the filling of vacancies in nonessential
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positions.

No action by the Board of Trustees is requested.
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AVIIT
Summary of Recommendations

The Board of Trustees is requested to authorize termination
of the Department of Education as expeditiously as possible
consistent with institutional obligations to currently en-
rolled students.

The Board of Trustees is reguested to authorize the creation
of the Program in School Management in the Graduate School of
the University.

The Board of Trustees is requested to authorize the continua-
tion of the certification of students majoring in disciplines
other than Education who desire to teach in secondary schools.

The Board of Trustees is requested to authorize the continua-
tion of the public service program in the field of reading
and such other programs and institutes as can be conducted
during the summer or as "miniprograms.”

The Board of Trustees is requested to authorize the continua-
tion of the School of Forestry and Environmental Studies
through the academic year 1984-85 upon the conditions outlined
on pages 31-32 of this memorandum.

The Board of Trustees is requested to authorize the reorgan-
ization of the Department of Health, Physical Education, and
Recreation as an extracurricular program and transfer its
oversight from academic administration to the Vice-President
for Student Affairs.

The Board of Trustees is requested to authorize continuation
of the Marine Laboratory, subject to the pclicies set forth
on pages 36-37 of this memorandum.

The Board of Trustees is requested to authorize the establish~
ment of a Department of Nursing Education, with a new program
leading to the degrees of Bachelor of Health Sciences (Nursing)
and Master of Health Science (Nursing), said Department to be
a component of a Health Professional Education Program.

The Board of Trustees is requested to authorize termination of
the baccalaureate program and the graduate program in the
School of Nursing as expeditiously as possible consistent with
institutional obligations to currently enrolled students.

The Board of Trustees is requested to approve in principle
the admissions, tuition, and financial aid policies recommended
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in Section VI of this memorandum.

The Board of Trustees 1is reguested to amend the Bylaws to
constitute the Committee on Student Affairs as a Standing
Committee of the Board.

The Board of Trustees is requested to approve in principle
the program of residential life described in Section VII-A
of this memorandum.

The Board of Trustees is requested to terminate authority
to raise money for the East Campus Activities Center.

The Board of Trustees is requested to direct the officers
to proceed with the renovation of the East Campus Gymnasium
as a high priority item.

The Board of Trustees is requested to direct the Investment
Committee to reconsider the gquasi-endowment formula with the
objective of maximizing the preservation of the real capital
value of the endowment consistent with the University's

need for operating income, recognizing that any drastic change
in the formula must be accomplished over a period of years if
the University is both to balance its budget and maintain its
level of excellence.

The Board of Trustees is requested to direct the Investment
Committee to consider the desirability of reducing the level
of the University's investments in the electric power industry.

The Board of Trustees is requested to consider the proportion
of endowment assets which should be invested in stocks,
bonds, and other. specified investments.

The Board of Trustees is requested to authorize filling the
position of Vice-President for Institutional Advancement,
with the understanding that this office shall have respons-
ibility over University Relations, Alumni Affairs, and De-
velopment activities of the University.

The Board of Trustees is requested to approve the modified
program for annual giving described in Section XII of this
memorandum.

The Board of Trustees 1is requested to authorize internal
lending of $5,000,000 from the guasi-endowment of the Uni-
versity for a period not to exceed fifteen years at not more
than 10 percent interest, to be recovered from residence
revenues, the funds to be used for deferred maintenance of
student residencies.
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21. The Board of Trustees is requested to authorize the expendi-
ture of $4,000,000 of the quasi-endowment to be used for
deferred maintenance of academic buildings and utilities.
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XIX
Conclusion

I fully recognize that I have recommended a number of diffi-
cult decisions to the Board. I wish it could be otherwise. It is
the Board's responsibility to determine whether such actions will
best serve the interests of the University. A genuine effort has
been made to elicit the participation of the many constituencies
of the University in the planning process. They have not had an
opportunity to respond to this document; however, their views will
be solicited in order that the Board may have the benefit of their
advice before taking action. As T indicated in my earlier memoran-
dum, there is little reason to expect a consensus on the most
controversial recommendations. Perceptions differ among persons
of good faith, and vested interests exist in universities as in
other communities. Hence, the decisions which the Board must make
will not be easy. The Administration is available to provide
whatever additional information the Board requires, and will
implement, to the best of its ability, whatever decisions are

made.
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