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PREFACE

I am pleased to present to the members of the Board of Trustees for
your review and approval the operating and capital budget réquests for
Fiscal Year 1981. These requests, which will be the last budget documents
to be presented to you by me, reflect the results of almost a full year's
work, including several discussion sessions in which you participated. It
is my view that few boards--be they involved with public agencies or with
private corporations--are provided with the amount of budget information
and- take the time to review and to discuss that information to the extent
that you are and do as you approach the approval of an annual budget
kequest. One of the great accomplishments of our years of working to-
gether has been the development of a budget review process appropriate to
a new era of complexity and of accountability in fiscal affairs. I com- -
mend you and our budget planning and development people for the efforts
which have gone into the creation of this process. ’ _

The operating budget request for FY 1981 is presented in a time of
real economic. uncertainty. The interrelated problems of energy and of
inflation plus persistent indications of a recession create major public
fihance issues. The request attempts to deal with these issues and with
the needs of the University in realistic ways. It is one of our leader-
ship tasks in I11inois to present budget requests which are real working
documents rather than public relations materials. The credibility of this
Board and of the administration of the University is a crucial factor in
the achievement of financial support. This request for FY 1981 continues
our efforts to be both vigorous in achieving support and realistic in
assessing resources from which that support must come.

The capital budget request for FY 1981 also poses difficult problems--
particularly with regard to the emphasis to be given to energy-related
projects. Regardless of final decisions for 1981, it is clear that major
steps to create savings in energy usage must be taken soon.
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I will not review here any further details of these FY 1981 requests.
I and my colleagues believe that the requests are appropriate and attain-
able. I have appreciated your strong support of our budget requests over
the years, and I know that President-elect Ikenberry will be the beneficiary
of that support during the years ahead.

John E. Corbally
President
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PART I

INTRODUCTION TO THE OPERATING AND CAPITAL BUDGET REQUESTS
FISCAL YEAR 1981
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Fiscal Year 1980 in Perspective

The introduction to the Budget Request for Fiscal Year 1980--the
beginning of a new decade--contained a brief review of major trends
affecting the University of I1linois during the preceding two decades.

The immense growth of the 1960's in virtually every significant category--
more students, more faculty and staff, more facilities, more funds--was
" followed by reduced growth rates in the 1970's coupled with persistent

inflation and a decline in the share of State General Revenue funds avail-
able for higher education. The 1970's were seen as ending with several
hopeful signs that funding difficulties might be easing:

1. A greater share of General Revenue Funds was made available to

- higher education. »

2. For FY 1979, the salary increase percentage for the University ‘
of I1linois was the highest .among Big Ten institutions.

3. Deficiencies in library acquisitions and in equipment were
recognized, and funds made available to begin the recovery
process.’ »

4. In both FY 1978 and 1979 funds began to be available for new or
expanded program efforts in areas other than the health
professions.

5. Improvement in retirement funding was accomplished.

At the same time, evidence. of continuing financial stringency remained,
caused most directly by inflation. The most disturbing aspect of this con-
tinuing stringenty is its impact upon salaries for faculty and staff. The
need to improve the University's salary standing has been recognized, but
real improvement has been blunted as inflation increases have equaled or
exceeded salary increases.

Ironically, the budget results for Fiscal Year 1980 can be viewed as
continuing both the hopeful prognosis for improvement and the distressing
possibility of further erosion of financial strength. On the positive side
are these major accomplishments:

1. For higher education in total, the share of General Revenue Funds

available has remained at the same level as in FY 1979, as shown
in Figure 1 (13.0% in both years).
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2. Fok’the‘University of T1linois, the total 1nérementa]"approph1a-
tion of $31,279,300 for FY 1980 represents 10.8% of the FY 1979
base--an increase greater than that received in FY 1979 and the
second highest in the past 10 years, as shown in Table 1. This
increment includes a specfa] supplement of $2,561,700 for the

-Division of Services for Crippled Children, which is consideréd
to be in the "Special Services" category, outside the core
operations. of the'University. Even when this supp]ément'is re-
moved, the increase over FY 1979 is 9.9%. . '

'3, Funds were received to permit the granting of salary increases
avefaging_7.5%. Although official data for other institutions
in the Big Ten are not yet avaflab]e for comparative purposes, -
it appéars from an informal review of expected average increases .
at other institutions that the University of I]]inois‘increase
will be above the average increase granted within the Big Ten.

4. In addition to continuing efforts begun in 1979 to provide funds
for library acquisition needs and to make modest progress in re-
covery from the equibment deficiency, a significant amount-- ‘
$1,225,400--was received to begin recovery from deficiencies in -
the.operatibn and maintenance of the physical plants at all A ‘
campuses. , '

5. The University received $6,008,400 for Programmatic and Special
Components and $1,467,500 for Health Professions, representing
19.2% and 4.7% of the FY 1980 Increment respectively, as shown
in Table 1. These amounts represent significant contributions
toward maintaining the overall vitality of the institution.

These facts demonstrate that the State has recognized that some ero-

~ sion of the base built at the University of I11inois during the 1960's

occurred during the budgetary constraints of the 1970's, and has taken
direct action to aid in the recovery from that erosion. On the other hand,
a rate of inf]&tion higher. than expected has retarded the recovery and
blunted to some extent the full significance of the deficiency assistance
and new program funds which have been provided.



~ TABLE 1
FY 1971 80 STATE INCREMENTAL FUNDS RECEIVED BY THE UNIVERSITY OF ILLINOIS

“(GENERAL’ REVENUE, INCOME, AND AGRICULTURAL PREMIUM FUNDS T
EXCLUDING RETIREMENT, IBA AND CAPITAL GRF) -
(DOLLARS IN THOUSANDS)

COMPONENT : Fy 1971 © FY 1972 FY 1973 FY 1974 , FY 1975 . Fy1l976 - FY 1977 FY 1978 Fy 1979 FY-1980 .

PREVIOUS YEAR'S BASE ‘$159,011.5_ © $1788010. $179061.1 $1aa,698.0 $198,3815 . $2184245 $235375.1 $2500194 $265,9258 $290,6814
NET INCREMENT 19,8895 - .1601 9,2338 '9,6830 © 200431 16,9507 146443 16,1400 24,7556 31,2793
NET INCREMENT AS A " o ' S ‘ . ‘
PERCENT OF PREVIOUS YEAR'S BASE 125% 0.1% . 52% 51% 10.1% 78% 6.2% 6.5% .. 93% 108%
CONTINUING COMPONENTS 10,8180 1601 6,8598 6,1913 12,6800 14,2307 - 144880 12,3471 214229 . 238034
PERCENT OF TOTAL INCREMENT 544% 1000% = 743% - 639% 633% 840% - 989% 76.5% 86.5% 76.1%
PROG. & SPEC. COMPONENTS 67460 : 649.1 . 3525 1,586.1 1,2200 1563 20014 - 1,8597 6,0084
PERCENT OF TOTAL INCREMENT - 339% - 70% 36% 79% 7.2% 11% 124% 75% - 19.2%
_ HEALTH PROFESSIONS : 23255 1,7249 31392 - 57770 1,5000 : 1,7915 14730 14675
. PERCENT OF TOTAL INCREMENT C117% : 187% .. 324% = 288% 8.8% - 111% 6.0% 47%
$30000 1 ' @
$28,000 + '
+ L=
$26,000-1
$24000 1
+
$22,000 1
B o ——
. $zopoo-.
HEALTH ~ $18,000+
PROFESSIONS 4
$16,000 1
$14,000 +
PROGRAMMATIC 1
SPECIAL $‘.12'°°°
COMPONENTS R ¢
$10,000 1
$8,600~-
$6,000 +
$a000
$2,000+ ' ,
T .
oJ_ Q

FY 1971 FY1972 - - FY1973 FY1974. .. FY 1975 . FY 1976 FY 1977 FY 1978 - FY 1979 Fy 1980
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Table 2 provides evidence of the impact of inflation on both personal
services and genera1 expense items. Note, for example, that while the
Consumer Price Index has risen at a compounded rate of 46.8% for personal
services between FY. 1975 and FY 1979, the University has been able to grant
average salary increases which have risen at a compounded rate of 33.4% for
most faculty and staff, and 38.5% for lower paid staff during the same
period. Note also that inflation's effects have been equally severe on
goods and services. When weighted to reflect the general mix of goods and

. services the University must purchase, the Consumer Price Index shows a com-

pounded increase of 55.3% in the period between FY 1975 and 1979, while the

University's average increase for these items has risen at a compounded rate
of 47.8%. Special price increases granted for utilities and library acqui-

sitions in recent years have helped to offset this trend.

Beyond the general impact of increased inflation looms a particular
problem which presents potentially severe immediate difficulties: the cost
of energy resources. The dimensions of the nation's energy dilemma are well
known, and affect every individual and organization in the country. The
University's most jmmediate problem will be to provide sufficient utilities
resources to keep the plants in operation within the boundaries of the
FY 1980 appropriation. Costs for all utilities have risen, with the sharp-
est increase in fuel oil. Hardest hit has been the Urbana-Champaign campus,
which burns the #2 grade of fuel oil. In the last 12 months, the price of
fuel o0il at Urbana-Champaign has risen 82%. When budget planning for utili-
ties for FY 1980 was undertaken, it appeared that an average cost of $.60
per gallon for fuel oil would be accurate. Price increases for the #2 fuel
0il1 have now brought the cost to $.66 as of mid-August, 1979, with an
average cost of $.80 very likely for the fiscal year.

Given such escalations, the need to find Tower cost alternatives is
obvious. Efforts are already underway to provide the Urbana physical plant
with the option to burn natural gas as an alternative to oil by December.
Even this option will by no means'insure that the campus' utilities needs
can be met by the current appropriation.

Thus, Fiscal Year 1980 presents a perspective similar to that of the
preceding year: there are encouraging signs that the State recognizes and
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TABLE 2
IMPACT OF INFLATION
ON GENERAL EXPENSE ITEMS AND PERSONAL SERVICES

GENERAL EXPENSE ITEMS
‘ U of I Price Increases

% Change in WPI & CPI on Price (Includes General Items,
Fiscal Year Increase Objects of Expenditure VS, Utilities, Library)

FY 1970 3.9% 4.2%

FY 1971 A 1.4 4.7

FY 1972 3.6 0.0

FY 1973 5.3 0.0

FY 1974 12.4 1.6

FY 1975 ©18.3 9.1

FY 1976 6.3 10.0

FY 1977 6.4 8.4

FY 1978 . 6.6 5.8

FY 1979 8.9 7.4
Compounded

FY 1970-FY 1979 100.7% _ 63.8%

FY 1975-FY 1979 _ 55.3% 47 .8%

PERSONAL SERVICES

U of I Average

Fiscal Year % Change in CPI VS. Salary Increase Policy
FY 1970 | 5.9% 8.1% |
FY 1971 2.3 6.6
FY 1972 3.6 5.0
FY 1973 3.9 5.5
FY 1974 9.0 4.5
FY 1975 11.0 5.0
FY 1976 7.1 7.0
FY 1977 5.8 4.7
FY 1978 6.7 5.0/7.0
FY 1979 9.4 8.0/10.0
Compounded
FY 1970-FY 1979 86.6% 77.9/84.7%
FY 1975~FY 1979 46.8% . 33.4/38.5%
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will meet the most pressing budgetary needs of the University. At the same
time there is evidence that the rate of inflation may be higher than ex-
pected and that energy needs may require a disproportionate share of the
budget if conservation efforts and alternative fuel sources are not pur-
sued at once.

Issues for Fiscal Year 1981

In the presentation of Background Information at the May, 1979, meet-
ing which began the Trustees formal consideration of the FY 1981 budget
request, three major issues were identified as most significant for the

coming year:
- --EMPLOYEE COMPENSATION
--ENERGY

--0PERATION AND MAINTENANCE OF THE PHYSICAL PLANT.
The ensuing four months have sharpened the prominence of these issues.

Despite the fact that the University achieved the highest percentage in-
crease in cash salaries in the Big Ten for FY 1979 and appéars to be among
the top three or four for FY 1980, the University's position with respect
to total compensation (cash plus fringe benefits) remains at the unaccept-
ably low position of ninth among Big Ten institutions. It is unrealistic
to think that significant improvement in total compensation can be achieved
solely through increases in salaries, and it has become imperative that
steps be taken to place the group of fringe benefits available to University
employees at a level more favorably comparable to other institutions within
the Big Ten.

The energy dilemma has already been cited. The search for ways to
manage the University's energy needs more effectively must extend to both
the operating and capital budgets. The capacity to utilize new sources of
Jower cost energy not presently available must be achieved as soon as pos-
sible. Conservation measures over and above those already in force must be
implemented immediately. The potential shortfall in the utilities budget
for the present year focuses special attention on the amount to be sought
as a utilities price increase. At the same time, recent price behaviof
and obvious uncertainties about weather conditions make accurate projec-
tions of needs an imprecise'task at‘best.



Although Fiscal Year 1980 has seen a significant appropriation for
the Operation and Maintenance deficiency, the accumulated deficiency for
the University is approximately $6.2 million. Clearly, there must be con-
- tinuing efforts to reduce and ultimately eliminate this deficiency if the
integrity of the plant is to be maintained and protected.

Beyond these specific issues, there remains the ever-present need to
provide sufficient funds for new or expanded program efforts at each campus.
These are the funds which provide the University with a measure of flexi-
bility and the opportunity to be responsive in a timely way to new direc-
tions and to changing societal demands. Indeed, these are the funds which
enable a major research-oriented institution to embark upon the new efforts
which set the stage for future societal changes.

The Fiscal Year 1981 Request
Within this context, Table 3 presents the Fiscal Year 1981 Operating

Budget Request. The amounts. reflected in this request represent essen-
tially the Median Alternative identified in the July presentation to the
Board of Trustees. Table 4 identifies the individual programmatic com-
ponents included in the request. The overall request totals $40,445,400
and represents a 12.9% increase over the FY 1980 appropriation. Among the
most significant aspects of the request are these:

--a Salary Increase and Compensation Improvement request totalling
9.7% which would continue the program to improve employee fringe
benefits, while at the same time providing salary increases matching
current inflation expectations for 1980-81;

--continuation of the replacement of Federal funds for instructional
programs in health fields to maintain present enrollments, thus
insuring that no reduction in instructional efforts is required
due to declining Federal funding;

--$2.1 mi1lion for continuing the reduction of deficiencies in opera-
tions and maintenance and equipment;

=-price increases of 7.5% for general expense items, 20% for utilities,
and 13.5% for library acquisitions;
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- TABLE 3
Fiscal Year 1981 Operating Budget Request
(Dollars in Thousands)

I. CONTINUING COMPONENTS

A. Salary/Compensation Improvement ' $22,245.2
1. Annualization of FY 1980 $2,759.4
2. Salary Increase/Compensation Improvement (9.7%) 19,485.8 .
B. Price Increases , 7,012.2
1. General (7.5%) 2,301.7
2. Utilities (20.0%) _ 4,135.1
3. Library Acquisitions (13.5%) 575.4
C. Operation & Maintenance, New Areas 442.5
1. Medical Center, including Affiliated Hosp1ta]s 303.1 ‘
2. Urbana-Champaign : 139.4
D. Workmen's Compensation ' 250.0
Replacement of Federally Funded Instructional Programs 2,150.0
1. Medical Center o 2,000.0
2. Urbana-Champaign 150.0
F. Third-Year Enrollment Progress1on, Dentistry ' 415.3
Subtotal, Continuing Components ($32,515.2)
% of FY 1980 Basel 10.39%
II. PROGRAMMATIC COMPONENTS
A. New and Expanded Programs® 5,096.3
1. Chicago Circle 1,280.1
2. Medical Center ' 879.9
3. Urbana-Champaign 2,575.4
4, General University ) 360.9
B. Base Deficiencies 2,100.0
1. Operation & Maintenance 1,500.0
a. Chicago Circle ( 163.5)
b. Medical Center { 540.0)
¢. Urbana-Champaign ( 796.5)
2. Equipment ) 600.0
a. Chicago Circle ( 200.0)
b. Urbana-Champaign ( 400.0)
Subtotal, Programmatic Components -{$ 7,196.3)
% of FY 1980 Base 2.30%
[II. SPECIAL. SERVICES/FUNDING COMPONENTS
" A. County Board Matching (UC) : 283.0
B. Expansion of Cooperative Extension Telenet (UC) i 67.2
C. Cooperative Extension Nonacademic Salary Adjustment and Reclassification (UC) 49.4
D. Area Extension Advisors (UC) 68.0
E. Maintenance of Current Size, Cooperative Extension Service (UC) 178.3
F. Library Computer System . 88.0
Subtotal, Special Services/Funding Components ($ 733.9)
% of FY 1980 Base . .2%
Grand Total FY 1981 Request3 $40,445.4

% of FY 1980 Base : ' 12.93%

ley 1980 Base = $312,895.6 excluding retirement and DSCC.

2Individua] Programs in this section are identified in Table

3Exc]udes Retirement. 4
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- TABLE 4
Fiscal Year 1981 Budget Request
New and Expanded Programs
(Dollars in Thousands)

Chicago Circle $1,280.1
Extended Day/Program PM $600.0
MA in Art Therapy i 57.0
Center for Language and Writing - 79.6
Center for Private Enterprise 60.0
Center for Quantum Electronics 75.0
Urban Transportation Center 50.0
Jane Addams Center 50.0
Institute for the Humanities ’ 58.5
Library Development 50.0
Graduate Fellowships 120.0
O0ffice Training and Staff Development 50.0
Office Automation 30.0

. Medical Center 879.9
Urban Health Program $465.0
Clinical Education in Pharmacy 50.0
Center for the Study of Patient Care and Community Health 50.0
Graduate Program in Associated Medical Sciences . 50.0
College of Medicine - Regional Residency Programs 264.9

Urbana-Champaign 2,575.4
Veterinary Medicine $850.0
College of Law 100.0
Visual Resources Lab 198.0
Mutagens and Carcinogens 84.0.
Solar Energy : 51.0
Krannert Center 74.3
Ph.D. Program in Regional Planning 43.5
Broadcast Journalism 76.0
Nuclear Physics 69.2
- Pest Management Clinic 34.5
Computer Science 98.0
Atmospheric Science 82.0
Surface Chemistry and Catalysis 175.0
Soybean Improvement 101.0
Principal's Scholars 102.5
Human Factors Engineering ’ 64.0
Thermal-Hydraulics of Nuclear Reactor Safety 70.4
Student Realignment 250.0
Energy Management - Building Audits 52.0

General University 360.9
Electronic Blackboard $ 55.6
Consumer Health 50.0
Public Service Program Development 25.0
Gerontology 70.0
Alumni Career Center 43.0
Survey Research Laboratory Deficiency 50.0
S.R.L. Expansion at Medical Center 36.3
Institute of Government and Public Affairs 31.0

UNIVERSITY TOTAL $5,096.3
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--programmatic funds of approximately $5.1 million to support the
highest priority new or expanded program efforts within the
University.

As demonstrated by the budget levels in the "Needs Budget" presented
to the Trustees in June, and the "Maximum Alternative" included in the
Preliminary Budget Request presented in July, a significant planning
effort has already been made to balance the Fiscal Year 1981 budget re-
quest with a sense of realism concerning the overall availability of funds

‘within the State of I11inois budget for FY 1981. Clearly, the University

has defensible needs over and above those items which have been included
in the budget request. Equally clearly, a significant effort has already
been made to pare the budget request to include only the highest items
among the full list of genuine needs.

The Enrollment Picture

Table 5 presents a review of headcount enrollment data for FY 1978-
1980 with projections for the FY 1981-1985 period. For the Medical Center
and Urbana-Champaign campuses, Table 5 shows general enrollment stability.

‘The demand for places at both campuses remains high, with qualified appli-

cants being turned away. At Urbana-Champaign the FY 1981 figures indicate
planned decline at the undergraduate level of approximately 700 headcount
students, and a decline of 200 at the graduate level. These slight declines
are planned to relieve continuing budgetary constraints.

The Chicago Circle enrollment picture is less clear due to a number of
complex and interactive factors. As described in the Programmatic Compo-
nents discussion, the Circle campus has experienced success with the
Extended Day/Program PM effort. Extended Day has attracted a number of
students new to the campus, and has also proven attractive to students
already enrolled who have shifted all or a portion of their academic loads
to the Extended Day/Program PM. It is clear that the Extended Day/Program
PM has appealed to a new clientele as well as to a portion of the prior

Chicago Circle student body.

The overall enrollment decline projected for higher education through-
out I1linois in the 1980's may eventually prove more applicable to -Chicago
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TABLE S

UNIVERSITY OF ILLINOIS

FALL TERM ON-CAMPUS HEADCOUNT ENROLLMENT

Campus and Level FY78 FY79 FY80 FY81 FY82 FY83 FY84 FY85
Chicago Circle
Lower Division 10,073 9,644 9,452 9,324 9,226 9,127 ~ 9,030 9,030
Upper Division 7,925 7,682 7,426 7,326 7,316 7,273 7,231 7,231
Total Undergrad 17,998 17,326 16,878 16,650 16,542 16,400 16,261 16,261
"6l 1,816 2,242 2,342 2,513 2,57 2,677 2,780 2,780
GII 849 773 780 837 887 923 959 959
Total Grad 2,665 3,015 3,122 3,350 3,458 3,600 3,739 3,739
Total - Chicago Circle - 20,663 A 20,341 o 20,000 20,000 20,000 20,000 20,000 20,000
(322) (341}
Medical Center - Excluding Residents and Interns
Lower Division 422 353 332 326 320 315 310 310
Upper Division 1,255 1,382 1,408 1,389 1,382 1,373 1,373 1,371
Total Undergrad - 1,697 1,735 1,740 1,715 1,702 1,688 1,683 1,681
Professional 1,960 2,031 2,016 2,082 2,128 2,153 2,184 2,220
Gl 458 481 546 571 585 602 611 615
GII 204 248 221 221 221 221 223 223
Total Grad 662 729 767 792 806 823 834 838
Total - for External Enrollment Reports
Excludes Residents and Interns 4,319 A 4,495 » 4,523 » 4,589 » 4,636 & 4,664 o 4,701 s 4,739
176 28 66 47 28 . 37 38 _
Residents and Interns] 424 435 435 435 435 435 . 435 435
Total - Inc]uding Residents and Interns 4,743 A 4,930 » 4,958 4 5,024 a 5,071 2 5,099 & 5,136 A& 5,174
187 28 66 47 28 37 38
uc - Nursing2 2 (28)
UC - BMS and Clinical (101)
Total - uc? (129)
Total - for External Enroliment Reports 