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Other:  
 
[In these minutes: (1) initiative for renewable energy and the environment; (2) institutional conflict of 
interest policy; (3) graduate assistant fringe benefit rates] 
 
 
1. University of Minnesota Initiative for Renewable Energy and the Environment (IREE) 
 
 Professor Balas convened the meeting at 1:15 and welcomed Richard Hemmingsen, interim 
director of IREE (and associate director, Government Relations), to discuss IREE.   
 
 Mr. Hemmingsen explained that IREE began about January, 2003 as a coordinating mechanism 
for the University's activities in the area of renewable energy.  Initially it was a small group within 
COAFES but grew to include CBS, IT, and the Humphrey Institute of Public Affairs.  The IREE mission 
is to "promote statewide economic development, sustainable, healthy, and diverse ecosystems, and 
national energy security through development of bio-based and other renewable resources and processes."  
(Information about IREE can be found at www.iree.umn.edu.)  The major issues arise against a backdrop 
of concern about "fossil fuels, energy security, ecological impact and cost, and economic development."   
 
 The 2003 legislature appropriated $10 million in one-time funds from the Renewable 
Development Fund (from Xcel cask storage), of which $3 million is for basic and applied research and 
related activities at one outstate campus or experiment station (Morris).  In addition, 5% of Xcel's annual 
Conservation Improvement Program obligation will be made available (estimated to be $1.7 to $2 million 
per year); 10% of the latter funds are also to go to an outstate campus or experiment station.  These are 
the funds that IREE will use.  Its research and demonstration must focus on (1) "development of 
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environmentally sound production, distribution, and use of energy, chemicals, and materials from 
renewable resources," and (2) "processing and utilization of agricultural and forestry plant products and 
other bio-based, renewable sources as a substitute for fossil-fuel based energy, chemicals, and materials 
using a variety of means including biocatalysis, biorefining, and fermentation," (3) conversion of state 
wind resources to hydrogen for energy storage and transportation to areas of energy demand," (4) 
"improvement in scalable hydrogen fuel cell technologies," (5) "production of hydrogen from bio-based, 
renewable resources," and (6) "sequestration of carbon."  The goals and objectives include "leadership in 
research and demonstration, create jobs, promote the hydrogen economy, use renewables to replace fossil 
fuels, and foster communication and collaboration."  The idea is to move Minnesota to a greater reliance 
on energy and products from renewable sources and away from fossil fuels, Mr. Hemmingsen explained. 
 
 Mr. Hemmingsen explained the organizational structure of IREE, which has an Executive 
Committee (Deans Elde, Davis, Muscoplat, Professor Kenneth Keller, and Vice Provost Sullivan) and a 
group of four clusters of faculty working in hydrogen, bioenergy and bioproducts, policy & economics & 
ecosystems, and conservation and energy-efficient systems.  There is a cluster leader council composed of 
the faculty co-leaders of the cluster groups, from different colleges, that serves as an internal advisory 
board.  Mr. Hemmingsen said he has been interim director since July, 2003, and that the Executive 
Committee will appoint "permanent" leadership by July 1 of this year.  They are also putting together an 
External Advisory Board with representative from business and industry, agencies, interest groups, and so 
on.  He reviewed the membership and foci of the four cluster groups. 
 
 Professor Balas asked if there are any metrics in place to measure what is accomplished.  There 
are not, yet, Mr. Hemmingsen said. 
 
 IREE investment principles provide that activities must be consistent with the University's 
mission, multi-disciplinary, highly leveraged, and capitalize on unique or potential University strengths, 
opportunities, and faculty expertise.  The activities funded should also address clear and compelling social 
needs, balanced between proposals with high-early and longer-term impacts, and IREE will use 
University reporting and accountability standards.   
 
 IREE is providing $20,000 to each cluster to jump-start scholarly activities, team-building, 
seminars, meetings, symposia, and the like.  It is also offering seed grants in small amounts (about 
$25,000) to support funding for proposals that can be made to the Department of Agriculture, NSF, the 
Department of Energy, etc.  The bulk of the dollars will be matching funds for proposals developed by the 
teams.  There will also be Special Opportunity Funds for proposals that do not fit in the other categories. 
 
 The core values of IREE are leveraging resources, forging strong partnerships within and outside 
the University, and having an impact on Minnesota's energy future. 
 
 Professor Balas said that $10 million for $25,000 seed grants would be a lot of seed grants.  
Where do they see the investments being made and how much money has been spent to date?  The first 
year they set aside the entire $10 million except for the money for Morris and developed a budget plan.  
They planned to spend about $500,000 on seed grants; they have supported 21 for a total of about 
$600,000.  The balance of the funds will be for matching and special opportunities; the bulk is held in 
reserve for major initiatives.  Cluster leaders and the Executive Committee will identify the strategic 
initiatives in two ways, ideas and expertise that comes from the seed grants and advice from the external 
advisory committee on what the major initiatives should be.  They will not just accept proposals as they 
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come in but will focus in certain areas so that they can weigh proposals.  One major driver will be the 
sources of external funds (e.g., what is the Department of Energy interested in?).   
 
 What happens at other institutions and how are they funding such initiatives, Vice President 
Hamilton asked.  There are various models, Mr. Hemmingsen said; Stanford is spending about $200 
million over six years, with the money coming from large industrial participants.  A lot of states and 
universities are making investments in this area, but it has become clear from discussions over the last six 
months that an emphasis on renewable resources is a niche where Minnesota is strong and where others 
are not doing as much.   
 
 Professor Dahlberg said there are issues of credibility involved.  They do not say what the 
problem is and this effort is politically motivated and goes against the idea of one sees as a university.  
There is no honest economic model for this work; none of the faculty involved are economic planners.  
There should be a big piece of the effort devoted to looking at the economic and environmental impact 
before there is support for investing in windmills and conversion of biomass.  At what point does the 
University accept such funds and stay true to itself?  It is for these reasons that there is one cluster 
devoted to economic and policy matters, Mr. Hemmingsen said; one of the first seed grants was to 
address those issues.  That group is important because any technology that might emerge from any of the 
clusters will have economic and policy impacts.  Some proposals may not be funded because there is no 
economic or environmental impact.  Will they include nuclear power in their analyses, Professor 
Dahlberg asked?  Mr. Hemmingsen said he did not know; they could, although their emphasis is on 
renewable resources.  They have received no proposals related to nuclear power.  Professor Dahlberg 
suggested that IREE has to look at what is available today if it is going to make predictions about the 
future. 
 
 Professor Johnson said it would help to know more explicit criteria that will be used to award the 
funds and that some funds should be devoted to metrics so that they will know if they have achieved what 
they set out to do.  There is a website that describes the criteria for proposals, Mr. Hemmingsen said.  
Teams of faculty will submit proposals, which will be sent to the appropriate cluster co-leaders, who will 
review them and recommend whether they should be funded.  The criteria include the legislative language 
appropriating the funds and scientific merit.    In terms of benchmarks, the Executive Committee has 
talked about them and will bring suggestions to the external advisory committee to see what makes sense. 
 
 Professor Balas said he has learned that for anything that is controversial or that has outside 
community interests, it is good to have both internal and external educational seminars.  Mr. Hemmingsen 
said they set aside some first-year funds for symposia/forums and asked each cluster what would make 
sense for their group.  IREE itself will also sponsor some symposia and forums.   
 
 Mr. Schumacher asked if the funds provided are the same as those from Xcel for cask storage; 
Mr. Hemmingsen said they came out of the same legislation.  So there will be no emphasis on nuclear 
energy, Mr. Schumacher asked?  The initial focus is on renewable energy research, Mr. Hemmingsen 
said. 
 
 Professor Balas thanked Mr. Hemmingsen for his presentation. 
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2. Institutional Conflict of Interest Policy 
 
 Professor Balas turned next to Vice President Hamilton to lead a discussion of the proposed 
institutional conflict of interest policy.    
 
 Dr. Hamilton distributed handouts.  He began by explaining that the University already has a 
policy on business/financial conflict of interest that applies to everyone at the University and that has 
been enforced for many years.  The University has NOT had an institutional conflict of interest policy.  
When he took this job, one of his top priorities was develop such a policy; he called together a small 
group of people to begin drafting it; the group included Professor Dan Feeney, Assistant Vice President 
Richard Bianco, and Mr. Schumacher.   
 
 The Board of Regents is very interested in the policy.  He has spoke twice to the Regents' Audit 
Committee, once to inform them about the University's existing policy and then specifically about the 
institutional conflict of interest policy.  There has been vigorous discussion of the policy by members of 
the Board, Dr. Hamilton related, and they are keenly aware that the policy applies to them as well (the 
other policies typically do not apply; the Board, for example, has its own personal conflict of interest 
policy).   
 
 It has become popular in academe to define institutional conflict of interest; the University of 
Minnesota is way ahead of most institutions in this regard.  There are a couple of institutions, however, 
that have developed policies; Dr. Hamilton said the group borrowed liberally from the definitions that do 
exist.  It has taken a lot of study to develop definitions, he said, and he gave particular credit to Melinda 
Sewell for her contributions.   
 
 Individual Conflict of Interest:  "Individuals compromise their professional judgment in carrying 
out their teaching, research, and/or service activities because of an external relationship that affects their 
financial interests.  Example:  a faculty member holds equity in a company that sponsors research in his 
laboratory and withholds negative results" because they could have an effect on the value of the equity he 
holds in the company.   
 
 Institutional Conflict of Interest:  "The institution, either through the collective activities of 
faculty and staff or through the actions of an individual, compromises its mission because of an external 
relationship that may bring financial gain.  Example:  A senior official directs the IRB to facilitate 
approval of a clinical trial sponsored by a company in which the University has equity and royalty 
interests."  This definition is focused on financial interests, Dr. Hamilton observed, but such conflicts 
need not stop there; they could arise in any aspect of the University's mission.  He told the Committee that 
he was looking for faculty suggestions for the definitions. 
 
 Dr. Hamilton reviewed some of the external relationships where potential institutional conflicts of 
interest might occur (investments, purchasing, gifts) and how the existing controls and oversight work.  
With respect to the last (gifts), it might be that someone would promise a major gift if the University 
hired X.  Mr. Schumacher commented that in this case there is probably not an INDIVIDUAL conflict but 
there would be an INSTITUTIONAL conflict (e.g., with the mission).  And what this means is not there 
WOULD be a conflict, but that the decision and process needs oversight.  Another external relationship 
that could cause institutional conflicts of interest are royalties and other technology transfer arrangements.  
"Equity or royalty interest held by University from an invention may influence or appear to influence the 
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direction of related research, the allocation of resources among competing projects, or the dissemination 
of results." 
  
 Special considerations include senior officials who make decisions on behalf of the institution.  
For example, a senior officer with a significant financial interest in a company might make decisions on 
behalf of the University that benefit the financial interests of the company.  While he has no such 
investments, Dr. Hamilton cited as an example a significant investment in Coca-Cola and then making 
decisions that benefit Coca-Cola.  This extends the conflict issue to people who would not have been 
covered by the original policy and takes the coverage to a higher level. 
 
 Professor Johnson asked if the conflict always revolved around financial issues.  It could be 
political, he suggested.  Dr. Hamilton agreed and said they have struggled with the question.  The 
simplest one to tackle was the financial conflict so they focused on that.  The Regents will likely want 
them to look at conflicts in other areas well.  There are egregious examples of conflicts at the level of 
governing boards that have occurred around the country in recent years, he said.  The biggest driver of 
this policy, Mr. Schumacher commented, is human subjects research.  The federal Department of Health 
and Human Services has said universities can try to develop their own policies--or HHS will do it for 
them.  Much of the impetus for this policy development came from the death of a patient at Johns 
Hopkins and problems at the University of Pennsylvania.  This is not a committee that is just creating 
more work in order to ensnare people, Mr. Schumacher assured the Committee; there is a standard of 
accountability that the University will be forced to meet.  See, for example, the Tyco and other trials; the 
accountability is coming.   
 
 Professor Sera said she thought most major gifts were for a specific purpose, so there could 
ALWAYS be a conflict.  Gifts go the Foundation, which is independent of the University, Dr. Hamilton 
noted.  And gifts cannot contain certain restrictions, Mr. Schumacher said.  What about requiring hiring in 
certain areas, Professor Sera inquired?  That is not a conflict, Mr. Schumacher told her.  Not even if the 
University did not plan to hire in that area, she asked?  Mr. Schumacher agreed that there could be 
mission conflict, but it would not necessarily be an institutional conflict of interest.   
 
 Professor Dahlberg related an incident where someone saw something about complementary 
medicine on a University website so assumed it must be true.  Dr. Paller said that it is up to the peer 
review process to weed out materials that are not supported by research.  There are a lot of things that 
appear demonstrated that are later proven to be incorrect.  There are mechanisms in place to deal with that 
kind of situation.  And a gift had nothing to do with it, Professor Dahlberg asked?  That is the same with 
any grant, Dr. Paller said--the University does not tell faculty in what area to do research.  If they can get 
the grant and its in an area of their expertise, they are free to do it.  But the University does decide what 
areas/departments to expand or contract, so there could be a conflict at that level, Professor Balas pointed 
out. 
 
 Dr. Hamilton pointed to a flow chart of how the potential institutional conflicts of interest would 
be resolved and said that there will be a need for an institutional conflict of interest committee.  There are 
at present two individual conflict of interest committees, one chaired by Dean Bloomfield for the non-
health sciences and one chaired by Assistant Vice President Bianco for the health sciences.  Senior 
officials at the University must now file financial disclosure statements every year; they are pretty 
thorough, Dr. Hamilton said.  Those disclosures will be brought into the process and managed by the new 
committee.  Professor Balas noted that 90% or more of the people work below the Provost but will likely 
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be members of the institutional conflict of interest committee; if the Provost had a conflict of interest, 
would not people be inclined to favor her in the interest of keeping their jobs?  Have they looked at that?  
Dr. Hamilton said they had not considered that point.  He noted that there will be outside individuals on 
the institutional committee.  And people can recuse themselves, Mr. Schumacher pointed out.  Those who 
did so would be scared and the rest would vote in favor of the Provost, Professor Balas speculated.  (He 
said his comments were about a potential future Provost, not Dr. Maziar.) 
 

Professor Johnson said there are two problems here.  One is to develop a policy that will protect 
the institution against conflict of interest; the other is to identify safeguards so that people cannot get 
around the policy.  Is the policy trying to do both?  It is, Dr. Hamilton said.  The weakness of University 
policy is that it relies on self-disclosure.  If an individual does not understand conflict of interest, he or 
she won't disclose.  That has happened a number of times, which is why Messrs. Bianco and Bloomfield 
must be vigilant.  They know they will not catch all conflicts; there is no perfect solution.  Are people 
doing things inadvertently versus with intent, and is the policy drawing a line between the two, Professor 
Johnson inquired?  They are trying to, Dr. Hamilton responded.  This policy sets up institutional 
accountability and provides oversight in order to retain institutional credibility, Mr. Schumacher said; it is 
not being adopted to catch people. 
 
 What will be the cost of implementing the policy, Professor Sera asked?  Dr. Hamilton said he 
did not know, yet, but would report to the Committee later on the costs. 
 
 Because the University is so complex, Dr. Paller commented, some parts may not know what 
other parts are doing, and he is concerned that the University has not done enough to make awareness 
about potential conflicts known to all who should know about them.  Is there a way not to rely on 
serendipity or the vigilance of Messrs. Bianco and Bloomfield?  There is a need for more openness about 
where the institution has its investments.  Units may not know about royalties being received elsewhere in 
the University.  Would it be a conflict if someone did not know about the University's investments or 
income, Professor Balas asked?  Does conflict of interest imply intent, Professor Johnson followed up.  
Not in the public mind, Mr. Schumacher said.  But if one does not know, there is no conflict.  It is a 
POTENTIAL conflict until it is discovered, at which point it must be managed.  This policy calls for 
voluntary disclosure; by the very nature of potential conflicts, the University does not have control over 
the situation.  One hopes that people will be knowledgeable enough to make appropriate decisions about 
it. 
 
 There is a lot of effort to raise awareness, Dean Bloomfield said, such as through the Responsible 
Conduct of Research training, the minutes from this meeting, and so forth.  It is a major point that people 
must become sensitive to.  Mr. Schumacher pointed out that with respect to education, the University will 
defend and indemnify individuals if a potential conflict is disclosed and managed; it is not likely to do so 
if the potential conflict is not disclosed.  That should be a significant incentive for people to disclose. 
 
 One issue that is not resolved is the definition of "senior official," Dr. Hamilton said.  Should the 
definition include department heads/chairs?  He said he believed they should be included.  Professor 
Balas said that seems to reach far down in the institution for "senior official" and that perhaps another 
term should be used. 
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 Professor Sera asked if few universities have an institutional conflict of interest policy, what 
advantage is it to the University to develop one?   Most are working on one, Dr. Hamilton said, and all of 
the CIC institutions are working on one.  
 
 Professor Balas thanked Dr. Hamilton for his report. 
 
3. Graduate Assistant Fringe Benefit Rates 
 
 Professor Balas next welcomed Associate Dean Green to discuss the fringe benefit rates for 
graduate assistants, a matter that was referred to the Committee from the Committee on Faculty Affairs.  
The comment was made at the most recent Faculty Affairs meeting that with the cost of graduate assistant 
fringe benefits, departments will hire fewer and fewer graduate assistants and instead hire postdocs.  
Professor Balas related that one faculty member had also written to him that he was very upset by the 
fringe benefit rate for graduate assistants for next year because it makes support of graduate students very 
expensive. 
 
 Dean Green distributed copies of information about fringe benefit rates for graduate assistants.  
He noted a graph that demonstrated that the primary driver of the increased fringe benefit rates has been 
the increased tuition.  The tuition fringe is based on an hourly charge (for both fixed and variable 
appointments) while health care costs are a percentage of salary.  Health care costs have increased, but 
not as much as tuition and they are a much smaller part of the fringe charge than is tuition.  The rate of 
increase in both categories, however, has been quite rapid.  The salary portion of the benefit has increased 
slowly, so the students actually do not see much of an increased benefit as a result of the dramatic 
increase in the fringe benefit costs. 
 
 Professor Balas asked if the University of Minnesota was out of step with other Big Ten schools 
or other peer institutions, and thus driving itself out of market.  Dean Bloomfield said he is collecting that 
information from the CIC graduate deans; while he is not done, a preliminary look at the data suggests 
that Minnesota is at the upper end of the scale but it is not an outlier.  He said he would bring the data to 
the Committee when he has it collected. 
 
 Ms. Beckstrom related that she is applying to graduate schools now and that Minnesota's stipend 
is at the upper end of the scale as well.  The "killer" is tuition, Dean Bloomfield said, and Wisconsin, for 
example, subsidizes tuition so graduate students cost departments and faculty less.   
 
 Dean Green explained why the hourly rate for tuition was adopted.  Health care costs have gone 
dramatically up, but a couple of years they have also gone down, due to fluctuations from over- and 
under-recovery of costs.  If the University over-recovers in one year, two years later it reduces the rate to 
return the recovery, and vice-versa (required by the federal government).  It is an earlier under-recovery 
that is in part driving the rate increase for next year.  Tuition will increase next year by 10.47%; the fringe 
benefit cost will increase 22.63%.  Tuition over the last three years has increased 13.05%, 18.03%, 
14.40%, and now 10.47% next year.  Fringe costs have increased in the same period 25.95%, 29.62%, 
6.61%, and now 22.63% next year.  The tuition increases depend entirely on the decision by the Board of 
Regents, Dean Green noted. 
 
 Professor Balas pointed out the concern that faculty will hire fewer graduate students and more 
postdocs, which will change the University from being an educational institution to more of a research 
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institution.  Have they looked at that trend?  Is it the case?  Dean Bloomfield said there has been no 
significant increase in the number of postdocs.  Nor has there been a significant decline in the number of 
graduate students, Dean Green added.  Even if it appears that a rational person would hire postdocs 
instead of graduate students, Dean Bloomfield commented, faculty have not done so in great numbers.  
And there will be another change that will affect the equation:  NIH is increasing the postdoc stipend, so 
the balance will again shift in favor of graduate students.   
 
 One problem, Dean Bloomfield said, is that in states cutting back public support for higher 
education, legislatures are allowing or expecting institutions to make up some of the funds with tuition 
increases, which means that they are moving to a "high tuition, high aid" model for undergraduates.  In 
graduate education, this has meant moving to a "high tuition" model, because there has been no 
corresponding increase in financial aid.  Is there any University plan to make up the shortfall, Professor 
Sera asked?  The University just took a $185-million budget cut and faces a $9-million structural deficit, 
Dean Bloomfield said; the subsidy to graduate education could be increased, but the funds would have to 
come from somewhere else in the institution.   
 
 The cost falls on the unit, not on the student, Dean Green noted.  There are fewer fellowships that 
can be awarded out of a fixed pot of money.  But there have been adjustments in some departments.  The 
students who feel the pain are those who are not employed as a graduate assistant or who are not 
receiving a fellowship, but most graduate students have some kind of appointment that covers tuition.   
 
 Professor Sera observed that when a grant is submitted, the University signs off on the fringe 
benefit rate.  When that rate increases, it seems like the University is breaking a contract with the funding 
agency.  Dean Bloomfield said the University only signs off on an estimate about future levels, it is not 
making a guarantee.  Typically agencies will allow only a small percentage increase in fringe benefit 
increases.  The implication for faculty employing research assistants on grants is that they need to get 
another grant; a single grant will not cover inflationary increases in fringe benefit costs.  But it is a zero-
sum game, Dr. Hamilton pointed out, because one cannot pay a student on one grant to do work on 
another. 
 
 Professor Gantt inquired how graduate tuition is allocated under IMG.  Dean Bloomfield said it is 
attributed to the colleges with a small percent retained centrally.  So the colleges could give the money to 
the departments, Professor Gantt asked?  They could, Dean Bloomfield said, but most of them have other 
uses for the money, such as paying faculty salaries. 
 
 This is a way of life and is happening around the country, Professor Dahlberg commented; 
Minnesota is no different.  It would be helpful to know the number of graduate students funded by 
sponsored projects who have been injured by the rate increases; there could be an economic argument to 
the state that these students are hired locally but the departments cannot afford them.  He acknowledged 
that it is doubtful anyone will listen to the argument.  Dean Green noted the graduate assistant 
employment numbers for the four years 1999-00 to 2002-03:  6723, 5753, 5651, 5615.  Professor 
Dahlberg suggested tracking the ones on sponsored projects outside state funds.  There has been talk for a 
number of years that one is better off hiring postdocs, who are better trained and represent a better use of 
the funds, but departments also recognize that part of their job is to train graduate students.  As it becomes 
more and more cost-effective to hire postdocs, some departments could succumb to the temptation, he 
said. 
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 Incoming graduate students pay hefty fees, Professor Cramer said--about $700 per semester.  
Dean Green said it is about $600 - $800 per year, with technology fees varying by college.  They also will 
need to pay 5% of the cost of the premium for health care, so the fees could rise to $1000 per year, which 
the students must pay. 
 
 Professor Balas asked if departments are hiring graduate assistants at less than 50% time because 
they cannot sustain the costs at that level.  Dean Green said they have not seen any massive changes in 
that respect.  If a department or faculty member runs out of money, they typically hire one less graduate 
assistant at the end of a grant.  They would not be able to recruit students if they hired at less than 50% 
time.  Professor Balas said it would help to have numbers so that the Committee could see, for example, 
that even as graduate students are more expensive, faculty are more successful in obtaining contract and 
grant funds to support them.  Dean Green asked Professor Balas to contact him about the categories of 
information he sought. 
 
 Dr. VanDrasek observed that researchers do not work independently; they are in programs.  The 
program reaction could be important--they may wish to rush students to prelims so the students are in a 
lower tuition category.  That could have an adverse effect on the educational program.  Dean Green 
responded that "individual greed" does not dictate department policies, and they have not seen 
departments acting this way.   
 
 Dean Bloomfield said they have talked a lot about this problem, but the lack of funds to redress it 
is severe. 
 
 Professor Balas adjourned the meeting at 3:00. 
 
      -- Gary Engstrand 
 
University of Minnesota 
 
  


