
Minutes* 
 

Faculty Consultative Committee 
Thursday, February 5, 2004 

1:15 – 3:00 
238A Morrill Hall 

 
 

Present: Judith Martin (chair), Gary Balas, Jean Bauer, Susan Brorson, Charles Campbell, Tom 
Clayton, Arthur Erdman, Dan Feeney, John Fossum, Fred Morrison, Martin Sampson, 
Carol Wells 

 
Absent: Gary Davis, Emily Hoover, Marc Jenkins, Marvin Marshak, Jeff Ratliff-Crain 
 
Guests:  Interim Vice President David Hamilton 
  
Other: Kathryn Stuckert (Office of the Chief of Staff), John Ramsay (American Council on 

Education Fellow) 
 
[In these minutes:  (1) policy on the use of royalty income for technology commercialization; (2) 
Congressional higher education issues; (3) survey of faculty; (4) vision paper; (5) nominating committee; 
(6) legislative issues; (7) search committee for Vice President for Research] 
 
 
1. Policy on the Use of Royalty Income for Technology Commercialization 
 
 Professor Martin convened the meeting at 1:20 and welcomed Vice President David Hamilton to 
continue the discussion on the draft Regents' policy on the Use of Royalty Income for Technology 
Commercialization.  She related that she had provided to Dr. Hamilton the questions that had arisen at the 
last meeting and suggested he join the Committee to provide answers. 
 
 Dr. Hamilton began by saying that he would appreciate having a list of questions, in writing, to 
which he could respond.  He said he had the sense that a number of questions had been answered but that 
the answers had been misunderstood, which in turn led to more questions.  At present there is nothing he 
can focus on to help him help the Committee. 
 
 Dr. Hamilton referred to questions raised at the last meeting of the Committee.  One comment 
from Professor Marshak was that  "anything that the Committee can do to make the process of using this 
money more visible and more consultative will do the University a favor."  Dr. Hamilton said he agreed 
entirely.  He recalled that he had distributed at the informal meeting of the Finance and Planning 
Committee a spreadsheet on use of the income from Glaxo (from Ziagen).  Last year it generated 
approximately $34 million, which was divided one-third/one-third/one-third between the inventor, the 
college, and the central administration.  Professor Morrison had asked if the proposed funds for 
technology commercialization would be from the administration's one-third or skimmed off the top; Dr. 
Hamilton said it will come from the administration's one-third.   
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 The administration receives annually about $12 million in royalty income; that money goes into 
three buckets for education, research, and technology commercialization (all the allocations follow the 
Bayh-Dole Act provisions requiring that royalty funds be used for these purposes).  (1) About $3 million 
is used for technology commercialization, which includes helping to pay for the expenses of the office of 
Patents and Technology Marketing.  (2) Some of the money goes into the 21st Century Fellowship Fund, 
which will provide matching funds to colleges and departments; they want to preserve the corpus of the 
Fund at about $45-50 million (and to increase it as royalty funds increase).  (3) Some of the money is 
being put into an endowment for research infrastructure; the intent is to have the fund grow to about $35 
million, with the investment income used for opportunistic purchase of operating infrastructure.  When 
the fund reaches a point where it can provide matching funds, there will be a mechanism established to 
oversee the decisions about using the funds.  There are a lot of other small things that the administration's 
portion of the royalty income is used for, such as the commitment to spend $500,000 per year for four 
years to help the libraries pay for on-line journal subscriptions (for disciplines across the University). 
 
 There is no secret about how the Glaxo royalty income is being used, Dr. Hamilton said.  When 
Professor Marshak made his comment, he was referring to ALG, which brought in millions of dollars that 
no one knew about, there was a separate set of books, and so on.  In the near future he intends to talk to 
the Department of Audits about the process used for allocating the funds in order to lend legitimacy to the 
process and bring it into the open. 
 
 Dr. Hamilton responded next to Professor Balas's claim that the Research Committee had only 
received the draft policy late in the week before its Monday meeting.  That was not true, he said; when the 
materials were supposed to be provided to the Committee (but were not), the positions that would be in 
the policy were laid out and they did not change.  Professor Martin said that no one NOW felt that they 
did not have sufficient time to review the material.  Professor Balas only pointed out that the Committee 
had not had the actual draft policy language until late; Dr. Hamilton said that neither had he.  The process, 
he added, has been moved along very quickly. 
 
 Professor Balas observed that it is valid for the faculty to raise the issue of the speed of the 
consultation, even if Dr. Hamilton was not to blame for it; "the faculty do not appreciate consultation at 
breakneck speed," he said.  Professor Morrison agreed, and said the Committee was not reacting to Dr. 
Hamilton, it was reacting to the situation.  There has not been an opportunity for meaningful interaction 
before the draft policy went to the Board of Regents, and the faculty may need to make public statements 
even while the policy is before the Board.  The pressure of time does not pre-empt the duty of the faculty 
to review the proposal; if it comes to the faculty late, they will react late and will react publicly.  Dr. 
Hamilton agreed that that was the responsibility of the faculty.  He said that he has already started the 
mechanism to establish the oversight committee for deciding on the use of royalty income for technology 
commercialization.   
 
 Professor Erdman also pointed out that the minutes of this Committee make it clear that 
Committee members were NOT being critical of Dr. Hamilton.  Dr. Hamilton said he saw that and 
appreciated it.  Professor Campbell said that the Finance and Planning Committee has had several 
energetic discussions of the topic and that there has been very good consultation; that does not change the 
fact, however, that they did not see the policy wording until late and had no effective chance to offer 
suggestions to change it.  The consultation did lead to the separation of the policy from a decision about a 
specific organization. 
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 Professor Martin said that she and Professor Erdman would raise the issue of the speed of action 
on this policy when they have their regular quarterly meeting with the chair and vice chair of the Board of 
Regents.  Perhaps not all realize the need for time in a consultative process and that there will be "noise in 
the system" if the time is not available. 
 
 Professor Campbell said it was his impression that the reason for urgency is because of the need 
to take action for University Enterprise Laboratories, so the policy has to be adopted.  There is a 
perceived need to put money into UEL. 
 
 Dr. Hamilton next noted questions that had been raised by Professor Wells about faculty and 
student involvement in any start-up companies.  The University has had start-up companies for years, he 
said, and there are various ways faculty can interact with them (he is not bringing forward now any policy 
proposals that address those interactions; they are covered by the policies on conflict of interest and on 
consulting).  In one case, a faculty member who founded a company took a two-year leave without pay to 
work at the start-up and then returned to his faculty position.  In another case, a company founder stayed 
at the University and had nothing to do with the company because the relationship would have been a 
conflict of interest.  Others declare the conflict on the REPA form and the Conflict Review Committee 
sets up a plan to manage the conflict.  The requirements (to avoid a conflict) can be onerous:  someone 
may be told he or she cannot serve on boards or may not receive research money from the company that 
he or she founded.  These issues are addressed internally.  UEL, he said, has nothing to do with these 
issues. 
 
 Students are a different kettle of fish, Dr. Hamilton said.  The University is getting more and 
more students who are coming FROM companies; the company is paying for the Ph.D., for example.  The 
student may be in a lab working on research funded by a competitor company.  In general, if students 
work in a start-up company, they are developing proprietary intellectual property for the company and the 
company does not want the student work to be used as the basis for a thesis because doing so eliminates 
the patentability of the intellectual property.  Companies and students' advisors must be very clear to 
students about these jobs, Professor Martin said.  Dr. Hamilton agreed, and said that the issues need to be 
resolved with help from the Graduate School--and that it needs to focus on this subject. 
 
 There are models for students working for companies, Professor Martin said; it has been 
occurring in engineering for a long time.  Those jobs have been in private corporations, Professor Balas 
said, not at places that receive University money.  Does the University get anything out of the education 
students are provided at these start-ups, he asked?  It will not be different from a student working at a 
local corporation. 
 
 UEL is not a new phenomenon, Dr. Hamilton said.  It is new at this university, but there are 
incubators all over the Big Ten that are funded in various ways.  Some receive state funds, in some cases 
the university owns the incubator (which can create problems).  Are there places in the Big Ten that have 
a situation like what is being recommended here, Professor Bauer asked?  The proposal for this 
University is a mixture of what happens at other institutions, Dr. Hamilton said. 
 
 This whole process and discussion is healthy, Professor Erdman said.  There are a couple of 
people on this Committee who sit on the Conflict Review Committee, and anything that will cement the 
rules for faculty and staff is desirable.  There is a need to heighten knowledge of the rules.  There is the 
REPA form, which everyone loves to hate, Dr. Hamilton pointed out, that at least makes people stop and 
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think before they say they have no conflicts--but some say "no" even when they do have a significant 
potential conflict.  That is why there is oversight through Assistant Vice President Bianco's office. 
 

Professor Sampson said he had a more general question about the use of the funds.  Is there a risk 
that money that might go into basic research, with no foreseeable commercial value, will instead go into 
the commercialization of other research, reducing funds for basic research?   That is a risk and it must be 
contained, Dr. Hamilton responded.  It will be important, for example, that there be an oversight 
committee to advise on distribution of funds for research infrastructure so that does NOT happen.  Some 
Committee members have expressed a concern about what might happen after President Bruininks leaves 
office.  The more immediate concern is about what happens after Dr. Hamilton leaves office, he told the 
Committee.  These issues will require vigilance. 
 
 A student working in an incubator will have to be supported by private funds, not federal money, 
Professor Wells surmised.  The original list of benefits of the incubator included opportunities for 
students, she said.  What does that mean?  Dr. Hamilton said that he had had in mind the opportunities for 
MBA students in the Carlson School; the Office for Business Development will provide an experience in 
dealing with start-up companies.  Those were the students he had in mind.  There ARE problems with 
students working in areas developing proprietary knowledge that they cannot use.  If they cannot use or 
publish the knowledge, the University will be doing students a disservice, Professor Wells said.  That is 
why, Professor Martin repeated and emphasized, faculty must be very clear to students about the costs 
and benefits of such work. 
 
 It is not new to have students working at companies, Professor Erdman noted again.  Many 
faculty have graduate students who work at companies; their theses may also be directly beneficial to that 
company.  What is new here is that the University is now potentially in this loop as an owner of part or all 
of the technology that the graduate student is advancing in some way for either as a research assistant 
(simply being paid for the work) or in combination with thesis work. Thus the University is more than an 
interested party, it is an invested party. As such, the non profit/tax exempt barrier is quite murky.  Dr. 
Hamilton pointed out, however, that one could imagine David W. Hamilton, Inc.--there is no such thing--
that licensed a patent from the University for intellectual property that he had developed.  Once the 
company was established, it would need new patents to keep going; new companies file a lot of patents 
and do not rely solely on the University intellectual property they may have begun with.  Glaxo, for 
example, has filed a number of new patents around Ziagen. 
 
 One concern about a business incubator/development lab, Professor Morrison said, is that it looks 
so much like the University, students could see it as a branch of the University where they can go to work.  
The same may be true for faculty.  It needs to be very clear that this is not a part of the University.  Dr. 
Hamilton agreed.  He said he very much needs to consult with the faculty on the policy questions that will 
come up.  The entities need to look more like private companies, Professor Morrison said, so that people 
react as if they were.  But it must be non-profit and tax-exempt, Professor Balas pointed out.  Professor 
Campbell agreed, noting that University funds can only go to a non-profit, tax-exempt entity, which leads 
to confusion, because when the University puts money in the incubator, and then a private company 
makes use of the incubator, to what extent is the University putting money into a private company?  It 
appears like laundering money. 
 
 Professor Martin said this issue will be the subject of future discussion.  The mayors of both 
Minneapolis and St. Paul have eyes on major initiatives with the University, which will have to be 
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discussed.  Dr. Hamilton recalled that he brought to the Research Committee agreements with the two 
cities to work on the development of technology parks.  The agreement limited University participation to 
an area around the transitway, between the two cities. 
 
 Why does the incubator have to be a non-profit, Professor Morrison inquired?  Dr. Hamilton said 
the Committee would need to speak to Mr. Brown from the General Counsel's office about that.  If the 
University is investing money, should it expect to get it back, Professor Morrison asked?  If one of the 
enterprises is wildly successful, what will the University do?  They are not projecting anything "wildly 
successful," Dr. Hamilton said; they project a positive cash flow in about five years, which is reasonable.  
The idea would then be to open another incubator or expand the existing one.  UEL already has 
agreements that will make it 50% occupied.   
 
 Professor Balas said he worried that if the University's name is associated with UEL or another 
enterprise, the University will be brushed with any problems the organizations may have.  Dr. Hamilton 
agreed that potential exists. 
 
 It was agreed that Committee members would provide by noon the next day any written questions 
they wished Dr. Hamilton to address.  Dr. Hamilton thanked the Committee for listening; Professor 
Martin thanked him for coming on short notice and responding to questions. 
 
 The Committee agreed that this issue would be placed on the docket of the February 26 meeting 
of the University Senate for discussion.  Senators would be notified that the issue is complex and will be 
asked to review the minutes of the committee discussions. 
 
2. Congressional Higher Education Issues 
 

Professor Martin reported that she had communicated with John Engelen, the University's federal 
representative, to ask whether it would be useful to have a Committee statement about the McKeon bill 
that proposes to penalize institutions of higher education that raise tuition levels more than certain 
percentages.  Mr. Engelen said that it would be, but not until March.  She asked Committee members to 
think about what the group might say. 
 
3. Survey of Faculty 
 
 Professor Martin noted that the Committee some time ago concluded that it would be useful to 
survey the faculty.  Does it still believe so?  Should a survey be conducted this year?  About what issues? 
 
 Professor Fossum noted that the pulse survey from Human Resources will go out on February 16 
to all employees.  It might be better to wait to see what it contains.  Will it repeat questions asked in the 
past, Professor Morrison asked?  It will not, Professor Fossum said, but there are questions where 
normative national data exist so the University will be able to compare itself to national norms. 
 
 Professor Fossum said that he told Vice President Carrier he would send an all-faculty email 
shortly after the survey is distributed urging faculty to fill it out.  Professor Morrison said the Benefits 
Advisory Committee was surprised to receive a 23% response rate to its survey about health care plans--a 
rate that came without any reminders.  There may be considerable responsiveness on the part of the 
faculty to questions like this. 
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4. Vision Discussion 
 
 At its fall retreat, Professor Martin reminded the Committee, several individuals expressed a 
willingness to work on drafting a vision statement on what the University will be and where it is going.  
Professors Wells and Sampson had volunteered.  If a group is going to get together, it would help to have 
a Committee discussion first. 
 
 What is the relationship between such a discussion and the work of the Task Force on the 
Instrumentalization of the University, Professor Campbell asked?  It would likely be quite close, 
Professor Martin surmised.  The Committee should receive an interim report from the Task Force in 
March. 
  
 Is this a vision for the entire University or just the Twin Cities, Professor Brorson asked?  
Professor Martin said she would have to look at who is on the list of this group-that-is-not-a-group (yet).  
Professor Brorson noted that the Crookston campus has a mission statement and the Twin Cities would 
probably benefit from having one.  A vision statement is a little different, however, and could be broader 
than a mission statement.   
 
 This will be an ambitious task, Professor Sampson observed, and is related to the question about 
the future of public research universities.  The Council on Public Engagement is a part of the notion, as 
one avenue to obtaining more public support. 
 
5. Nominating Committee 
 
 Professor Martin noted that Committee members were to provide her with names of individuals 
who might be asked to stand for the Nominating Committee.  The Committee identified three individuals 
who it determined should be asked. 
 
6. Legislative Matters 
 
 Professor Morrison discussed the legislative session. 
 
7. Search Committee 
 
 Professor Balas reported that the search committee for the Vice President for Research was 
formed in December but has not yet met--and is now scheduled for March.  He said that he sent a 
message to the Provost protesting the delay.  Even if not everyone is able to attend a meeting, he 
maintained, the meetings must be held and the University's business moved forward. 
 
 The Committee concurred. 
 
 Professor Martin adjourned the meeting at 2:50. 
 
      -- Gary Engstrand 
 
University of Minnesota 


