
Minutes* 
 

Senate Research Committee 
Monday, October 26, 2009 

2:15 - 4:00 
238A Morrill Hall 

 
 
Present: John Sullivan (chair pro tem), Paula Chesley, Paul Cleary, Jerry Cohen, Donald Dengel, 

Seung-Ho Joo, Frances Lawrenz, Jennifer Linde, Toni Leeth, Timothy Mulcahy, Thomas 
Vaughan, Lynn Zentner 

 
Absent: Melissa Anderson, Linda Bearinger, Arlene Carney, Leslie Delserone, Robin Dittman, 

Maria Gini, Tom Hayes, Mark Paller, Federico Ponce de Leon, Karen Williams 
 
Guests:  Jay Schrankler, Randa Rosby, Leza Beseman, Rick Huebsch (Office for Technology 

Commercialization); Associate Vice President Pamela Webb (Sponsored Projects 
Administration) 

 
Other: Michelle Chin-Purcell (Office of the Vice President for Research) 
 
[In these minutes:  (1) graduate student compensation issues; (2) patents and royalties] 
 
 
1. Graduate Student Compensation Issues 
 
 Professor Sullivan convened the meeting at 2:20, explained that Professor Anderson was out of 
the country, and turned to Associate Vice President Lawrenz to lead a discussion of graduate-student 
compensation problems. 
 
 Dr. Lawrenz distributed a number of handouts and explained the overall issue.  "The substantial 
tuition increases and the associated increases in the fringe benefit package have raised all graduate student 
compensation packages."  She noted the general implications:  Anyone operating on a fixed budget, such 
as PIs making proposals or PIs with existing grants or departments with budgeted salaries for TAs, is 
faced with difficulty in paying the increased student compensation.  This could result in hiring fewer 
students or in decreasing the stipend the students receive or in moving toward a system that employs more 
postdocs and fewer graduate students.   
 
 There is a specific issue related to students funded on NIH grants, Associate Vice President Webb 
explained.  On NIH grants the amount of money awarded for the support of a graduate student cannot 
exceed the stipend of a zero-level postdoc doing comparable work.  The present NIH allowed zero-level 
postdoc stipend is $37,368.  Graduate student compensation (salary, benefits & tuition) is above this 
level, so their compensation from the grant has to be augmented with non grant funds.   
 
 There are nuances about the NIH funding and paying, Ms. Webb noted.  NIH won’t fund more 
than the $37,368 for graduate students but if "the amount paid to a first-year postdoctoral scientist at the 
same institution performing comparable work" is more than $37,368, funds could be re-budgeted within 
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the grant up to the institutional level once a grant is received.  The University's entry-level salary for 
postdocs is $31,982, and with benefits it is $38,142.  The University's entry-level salary for Research 
Assistants (& Teaching Assistants) is $34,840; with benefits that include tuition, it is higher than 
postdocs. 
 
 It is also possible to pay the student with non-grant funds.  There will not be a one-size-fits-all 
solution, Ms. Webb said, but then there will need to be classes and cohorts and demonstrated salaries for 
each group.  For example, Dr. Lawrenz said, those delivering education, those working in wet labs, etc.  
And be able to prove the differences to an auditor, Ms. Webb added. 
 
 Dr. Lawrenz provided the Committee information about the categories of student appointments 
and the number in each category as of September of this year.  She noted that there are different 
distributions of student appointments by college (some have more RAs and fewer postdocs, and vice-
versa), so any solution to the problem will have a differential effect.   
 
 They had a brainstorming group on solutions, Dr. Lawrenz related, and itemized them for the 
Committee: 
 
"Guiding principles 
 
--  Flexible enough to work over time as tuition and salaries change 
--  As cost neutral as possible to PIs, colleges and graduate students paying their own tuition 
 
"Possible Solutions and Implications of Solutions 
 
1.  Increase the salary of post docs at the U doing comparable work to students on NIH grants to be over 
the compensation package for students.  This would allow PIs to re-budget grant funds to cover student 
compensation (but NIH would still only allow proposals to get the 37,368 so the money would come out 
of other budgeted funds).  There are approximately 550 people in the post doc associate category and 
another 525 in a similar P&A category (see hand out). The minimum salary [at present] starts at $31,982, 
with an average of approximately $39,000 for postdoc associates and $58,000 for the P&A category.   
Colleges have different proportions of post docs and grad students so raising the post doc salary would 
affect colleges differently, e.g., some colleges have many grad students and almost no post docs and vice 
versa.  [This option creates problems for others, Dr. Lawrenz pointed out, although NIH postdocs are paid 
more than others.  This option transfers the pain, Dr. Mulcahy observed.] 

 
2.  Decrease the number of thesis credits graduate students have to take.  This would decrease the 
compensation package of the students in their 3rd/4th year because they would no longer be paying tuition.  
This would decrease the amount of money colleges get back for tuition. 
 
3.  Change the timing of thesis credits (and perhaps the credit banding) so students could take thesis 
credits as they take classes without extra charges.  This would decrease the amount of money colleges get 
back for tuition.   
 
4.  Spread the required credits out over a 5 year period so that the amount paid for tuition would be spread 
out over time rather than concentrating it in the first 2-3 years. This would allow students to start with lab 
work right away because they would be no more expensive than advanced (doctoral candidates who have 
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completed thesis credits).  This would increase the cost of having advanced graduate students on grants 
since they would no longer be in the ‘no tuition’ category. 
 
5.  Have tuition for graduate student paid or subsidized centrally. Perhaps the present block grant program 
could be redirected to cover these costs.  Also [at present,] 2.4 million is allocated centrally to help 
stabilize the grad student tuition payments.  This could put a high cost on central administration and the 
cost might be transferred to the cost pools.  If tuition were just not charged for graduate students, colleges 
would lose that revenue.  Using block grant funds would stop the use of funds for things other than 
tuition.  
 
6.  Increase the stipend for graduate students and have them pay their own tuition.  This might encourage 
students to finish faster.  The stipend would have to be quite high.  This might hurt our ability to recruit 
graduate students." 
 
There are a lot of tradeoffs involved and none of the solutions is perfect, Dr. Lawrenz observed.  She said 
she hoped the Committee could help identify additional strengths and weaknesses for each possible 
solution—or identify additional solutions.  The goal is to do as little harm as possible. 
 
 Professor Cohen mentioned that for NSF- IGERT Fellows, the tuition allowable is less than 
what the University charges, so the excess must come out of the salary, so it pays less than prestigious 
fellowships.  [Integrative Graduate Education and Research Traineeship Program  (IGERT)  "The 
Integrative Graduate Education and Research Traineeship (IGERT) program has been developed to meet 
the challenges of educating U.S. Ph.D. scientists and engineers who will pursue careers in research and 
education, with the interdisciplinary backgrounds, deep knowledge in chosen disciplines, and technical, 
professional, and personal skills to become, in their own careers, leaders and creative agents for  
change. . . ."  From the NSF website, courtesy of Dr. Lawrenz.] 
 
 Ms. Chesley said she thought the impact was also on students who are not on NIH grants as well 
as TAs.  It could if they are on a fixed budget, Dr. Lawrenz said (such as a department budget); a 
department might not hire as many TAs because of a constrained budget (although not because of a salary 
cap).  The only restrictions are on NIH and certain other federally-funded Fellows; within the salary 
ranges set by the University, departments can otherwise pay what they wish.  The issues with TAs are 
independent of the NIH, Vice President Mulcahy commented; the two came up at the same time but have 
a different etiology.  In the case of TAs, colleges can support fewer of them as tuition increases.  Both the 
problems, however, are linked to tuition.  Even if a student is not on NIH funds, Ms. Webb pointed out, 
he or she could be affected.  The University could decide to set the postdoc salary at $45,000, so graduate 
students could be paid that much as well—but then everyone would have to pay that much, and there 
could be even fewer students supported out of a fixed amount of resources. 
 
 Committee members spent some time talking about options 2-4, involving changes to thesis 
credits.   
 
 Professor Vaughan said he liked option 1 because in the health sciences and engineering, in order 
to be competitive, they are always lobbying for the maximum amount of funding permissible because 
they must compete with industry.  They need a more competitive rate in order to attract world-class 
postdocs.   
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 Ms. Chesley expressed concern about the number of students who can be trained.  A graduate 
student working 50%-time is paid the same as a 100%-time postdoc, and perhaps there could be some 
flexible definitions so that tuition could be paid from indirect-cost funds.  There will not be new money 
just because the costs increase, so the number of students supported will decline.  Dr. Lawrenz said that 
indirect-cost funds recovered by colleges can be used now to subsidize tuition.  However, it might be 
possible to apply the University's indirect-cost rate on student fringe payments, which would mean paying 
more indirect costs on grants, but then the colleges would receive more indirect cost funds back.  
Associate Vice President Webb is looking into the idea of including student salary and fringe (which 
includes tuition) as part of the direct costs that are subject to the indirect cost percent.  Presently student 
fringe is "backed out" and no indirect costs are charged on it.   
 
 There are complicated parameters, Professor Cohen commented.   
 
-- The block-grant program is very important, especially to centers, and to get rid of it would have 
dramatic effects; it should be increased, not decreased. 
 
--   He agreed that when minimum salaries are increased, there should be a soft landing on grant 
recipients, but paying postdocs less than $32,000 per year is a crime.  That salary needs to be raised in 
increments, with significant change each year.  Postdocs deserve a higher salary. 
 
--  How to partition credits over time is complicated.  There is an $8,000 difference if they are not 
allowed to move to 1-credit status, which is a significant drain on faculty.  Faculty find graduate students 
as expensive as postdocs—but this is a university and educating graduate students is a component part of 
its activities, along with postdocs.  There needs to be a balance that encourages graduate education. 
 
This issue needs more study, Professor Cohen concluded.  One cannot say that any of the solutions are 
best and there are ramifications across many units.   
 
 The best solution is to spread the costs around, Ms. Chesley maintained.  
 
 Professor Sullivan thanked Dr. Lawrenz and Ms. Webb for the information and said that the 
Committee would continue to consider the issue. 
 
2. Patents and Royalties 
 
 Professor Sullivan now welcomed Jay Schrankler, Executive Director of the Office for 
Technology Commercialization, to discuss patents and royalties.  He noted that the Faculty Consultative 
Committee (FCC) had posed three questions to this Committee about patents and royalties and 
intellectual property:   
 
 1.  Intellectual property is being tied up as not in the past because companies want to own it.  
Things that were shared in the past are not now; is that worrisome?  The University is on the list of 
capable places companies want to work with—but not on the desirable list because it is so difficult to deal 
with on these issues.  Once intellectual property is tied up, only the company can do the science, but that 
may not be the same way it would be done at the University—or with the same outcomes. 
 
 2.  The distribution of patent income and support of the research infrastructure. 
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 3.  To what extent can the University expect to rely on patent and royalty income in the coming 
years as one way to offset what may be a continued decline in state funding? 
 
 Mr. Schrankler introduced several of his colleagues who had joined the meeting:  Rick Huebsch 
and Leza Beseman, Business Unit Leads, and Randa Rosby, Finance and Office Manager.  He explained 
that the Office for Technology Commercialization (OTC) has four areas:  life sciences, engineering and 
physics, digital technology, and agriculture and horticulture. 
 
 Vice President Mulcahy said he wished to make some introductory comments about changes that 
have been made in Mr. Schrankler's office.  It used to be Patents and Technology Marketing, and there 
was a lot of external and internal pressure for the University to change how it dealt with technology 
transfer.  His office conducted a comprehensive evaluation of the program, with outside experts; as a 
result, they changed it dramatically, including a change in personnel.  OTC, the new iteration of Patents 
and Technology Marketing, has strong professional experience, a more rigorous assessment of disclosures 
of inventions, is more knowledgeable about the licensing process and getting products to market, has 
more marketing ability, and does more outreach to the faculty.  His office has worked with the faculty to 
elevate the visibility of technology transfer, including a change in the tenure code to permit recognition of 
technology transfer in tenure decisions.  The office has come a long way in five years, he concluded, and 
Mr. Schrankler and his team have done a tremendous job in short order.  If someone has not dealt with the 
OTC recently, the horror stories they may have heard date back to the prior organization.  OTC has 
created a new structure and approach to making decisions and licensing, so the faculty should keep that in 
mind.  The new organization offers significant advantages. 
 
 Mr. Schrankler reviewed the first question posed by FCC and then noted that he has been at the 
University for two and one-half years.  He was an executive at Honeywell (in aerospace engineering, 
responsible for royalties and licensing) but quit to come to the University because he believes in what it is 
doing.  OTC has about 20 FTE staff members, most of them new to the University but most with 10 or 
more years of experience in technology.   
 
 There were problem deals made in the past that the University is still contending with, Mr. 
Schrankler told the Committee, and intellectual property was tied up.  Now they have very restrictive 
language about reserving the right to do research, and federal agencies require language in grant proposals 
on how the results will be commercialized.  Big companies can sponsor research on future developments 
and the University reserves the right to conduct research at all times.  They try not to tie up the future, Mr. 
Schrankler said.   
 
 Mr. Schrankler said he was glad to know the University is on the list of places that companies 
want to work with, and OTC has tried to address problems and barriers.  They advocate joint development 
with industry and work hard to make sure agreements are fair to all parties. 
 
 In terms of the second question, the distribution of patent and royalty income, Mr. Schrankler 
turned to Ms. Rosby.  By University policy, the royalty stream is divided three ways:  one-third to the 
University, one-third to the college, and one-third to the inventor.  There were a lot of variations on the 
formula in the past that caused delays, and the office got behind and stayed behind.  They now have a new 
system to track royalty and patent income and are behind a month.  The plan is to distribute income twice 
per year.  They also manage payments for University patent expenses, and pay annuities, and submit 
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invoices to licensees.  They are making great strides and next year will see a lot more consistency in 
payments. 
 
 Vice President Mulcahy said, apropos the question from FCC about infrastructure, the one-third 
of the income to the college or department is used according to their priorities, which vary across the 
board.  The one-third to the University comes to his office and is very important for supporting the 
research infrastructure, including financing OTC (which has no state dollars and must be self-sufficient).  
The residual goes into research support in many ways (e.g., the 21st Century Scholarship Fund, a $50-
million endowment to provide matching funds from donors, equipment matches, grant matching dollars, 
support for arts and humanities departments, facilities and equipment needs, and pilot opportunities.  The 
dollars benefit the University community as a whole; two-thirds of the revenue (minus the cost of OTC) 
goes into the University.  At the University of Wisconsin, for example, WARF dollars (Wisconsin 
Alumni Research Fund) provide a margin of excellence; that is the exact way he views technology-
transfer funds at the University of Minnesota.  (WARF provides more funds to Wisconsin because it is 85 
years old and has a $2-billion endowment.)  This is beneficial to the University, even though some 
question whether it is an academic activity.  In addition, the federal government requires universities to 
seek to commercialize their findings and it is also a land-grant principle to get technology out of the 
institution.  The University would be hampered in a number of ways if it did not have these funds. 
 
 Before he came to the University, Mr. Schrankler related, Vice President Mulcahy gave him a 
report on what the University should be doing to be better at technology transfer.  First, he found that 
there was an antiquated database for handling royalties that needed to be changed, so OTC spent 
$600,000 (to date) on a new system to make the management of licenses and royalties more efficient.  
Second, as they made that change, the University was changing to EFS, and he said he believed they were 
almost at the end of those difficulties.  A number of universities are starting to use Minnesota as a 
benchmark, and they are doing well with start-ups. 
 
 The royalty income last year was $95 million, Mr. Schrankler reported, and the University will 
likely be #1 or 2 in the country in the upcoming report of university technology managers.  The bad news 
is that most of that money comes from one drug (Ziagen, $86 million last year).  That money will be gone 
in four years and will be about $40 million for each of the next four years.  Without that income, how 
good would the University be?  It would be #32 or 33; without Ziagen, the income would be about $8-9 
million annually.  Last year the amount above and beyond Ziagen was $8.7 million, $7.8 million the year 
before, so the amounts are going up, and will go up again this year, to $9-10 million.  The U.S. patent on 
the Honeycrisp apples expires, but they may be able to improve the value of apple patents to the 
University because the royalties from the new Sweet Tango apple will be by the bushel of apples, not by 
the tree, which will mean a lot more money for the University. 
 
 They hope to grow the revenue base to between $20 and $30 million annually in the next five or 
six years—and they hope that amount is conservative. 
 
 It is now OTC's policy never to drop a U.S. patent (which has happened in the past).  One 
engineering patent is for an essential element of the new blue-ray technology, which should start bringing 
in royalty dollars.  The University pursued the patent, Dr. Mulcahy noted, or it might have slipped away.  
OTC caught it, Mr. Schrankler reported, when a faculty member realized it was intellectual property 
required for blue-ray technology. 
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 Ms. Chesley said that since OTC must be self-sustaining, it must take dollars from colleges and 
departments, which could be a problem.  Mr. Schrankler said the situation is fine now, with $90 million in 
royalty income; the University's one-third bears the costs of OTC.  At Stanford and MIT, the university 
takes 15% off the top to fund their technology-transfer offices, and then distributes the remainder.   
 
 They are trying to be aware of potentials, Dr. Mulcahy said.  One recalls the question about how 
relevant University-based research is; he noted that in the iPod, with a lot of patented technologies, about 
70-80% of them come from university research.  As a technology-transfer officer, one must be aware of 
what is relevant to new technologies (the awareness usually comes via faculty members), must work with 
faculty, and must be more defensive of University intellectual property.  There are horror stories that 
predate the current staff. 
 
 Professor Cohen advised Mr. Schrankler that he should see this Committee as a friendly audience 
to what OTC is doing because its activities are important to everyone. 
 
 Professor Vaughan agreed and said the Senate Research Committee wants to be part of the vision 
that Dr. Mulcahy and Mr. Schrankler have talked about.  There are still practical matters to address, he 
said, but they could be outside the jurisdiction of the Committee.  In the life sciences, the AHC Conflict 
Review and Management Committee often takes views opposed to mixing commerce with science and so 
presents a barrier to medical-science researchers looking to commercialize their discoveries.  In this way, 
he and his colleagues feel that their intellectual property disclosures to the OTC are prevented or impeded 
from ultimately getting to the physician or the patient.  The market is the path of delivery for University 
biomedical research to the bedside.  Successful transfer of biomedical intellectual property to the market 
requires intimate participation of the inventor. To avoid perceived conflict, the Conflicts Committee 
works to limit this involvement between the inventor and the market, thereby significantly handicapping 
the technology-transfer process.  New intellectual property is disclosed to OTC, which is good at getting 
patents, but the inventors feel they cannot carry their vision forward without being found in conflict by 
the AHC Conflicts Committee, which is a barrier.  NIH grant progress reports must now include very 
applied and very practical information about numbers of lives saved and jobs created, but the Conflicts 
Committee too often says "no."  Another practical problem is intellectual property defense.  A patent has 
no value without a credible defense.  He said he would argue for more support for OTC, because it must 
not only get patents, it must defend them, and it takes a lot of money to defend against multi-nationals 
using university intellectual property. He said he wondered if universities have the resources to defend 
their property. 
 
 Mr. Schrankler noted that the University only receives the Ziagen royalties because it sued the 
corporation.  The environment is changing because universities are becoming more aggressive about their 
intellectual property.  Lawsuits become affordable to universities when they can see damages coming 
from infringements, which help to pay the costs of the suit.  Contracts are worth nothing, he said, if the 
University can't enforce its intellectual-property rights. 
 
 Associate Vice President Webb pointed out that federal rules REQUIRE enforcement of patents.   
 
 Ms. Chesley said the University has been in the technology-transfer business about ten years and 
brought in substantial funding, but she expressed concern that the dollars do not go to students.  Dr. 
Mulcahy has said they do benefit students, referring to the 21st Century Fund and other uses of the money 
that he mentioned earlier.  Ms. Chesley urged that it be made clearer how students benefit.  Vice President 
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Mulcahy agreed and said they are obligated to be transparent and accountable; the community needs to 
recognize there are benefits, especially when they go to students.   
 
 Ms. Chesley asked if there are any rules about the one-third of the royalty income that goes to 
departments and colleges.  Can they spend the money as they choose or is it to be focused on research?  
Dr. Mulcahy said he did not believe there are any hard and fast rules, although Board of Regents policy 
requires that the funds be used to support the research of the investigator who generated it.  But the 
language is very soft, so what constitutes support is open to discussion.  He said he does not know what 
the Board's intent was, whether the money should go back to the investigator's research directly or to 
provide general support for research.  The policy probably needs to be clarified. 
 

A question they are asked a lot, Mr. Schrankler told the Committee, is about the fellows in the 
Medical Device Center in Mechanical Engineering.  The center pays them but there needs to be 
clarification about their mission inside an academic institution. 
 
 Dr. Mulcahy returned to Professor Vaughan's point about conflicts of interest.  That is a critical 
issue on which the University is trying to achieve the right balance in order to assure the public that 
research is not motivated by personal profit.  The tide on this issue shifts and right now there is high 
public concern.  He said he has heard that the University's policies make things difficult for researchers, 
and he and Mr. Schrankler are working with the conflict-of-interest committees to get the right balance.  
They are working on new approaches to protect research integrity and to allow the work to go forward.  
The Committee should review the revised policy when it becomes available for consultation. 
 
 There are checks and balances, Mr. Schrankler agreed.  From his standpoint in the technology-
transfer office, the investigator must be part of the process, but there are institutional and public concerns 
that must be addressed.  He is working with Ms. Zentner on them.  Dr. Mulcahy observed that a number 
of Committee members have dealt with questions of conflict of interest; they are difficult. 
 
 Professor Cohen raised the question of why there are different committees, medical and non-
medical.  The public perception is that there is a group of medical academics who are separate from the 
rest of the University and are policing themselves.  That does not encourage public confidence in such 
decisions.  He suggested the results of conflict reviews would be more widely accepted if a single 
committee was drawn from across the University, and there was no specific one just for the medical 
sciences.   
 
 Professor Vaughan asked how much of the concern is driven by media coverage.  Dr. Mulcahy 
said the last thing he wants to see is university deciding policies by public-opinion polls; he wants to 
avoid knee-jerk reactions.  Ethics always come back to public perceptions, Professor Cohen said; when 
the conflict-review committees were set up, public perception was an important element.  Dr. Mulcahy 
said he hopes that the revised policy will address issues raised in public forums, but in a defensible way. 
 
 Ms. Zentner said that, historically, the committee composition for the individual conflict-of-
interest committees was based on a desire to have AHC-related conflict-of-interest matters resolved by a 
committee comprised of individuals familiar with research in the medical sciences area and a different 
committee address conflicts that arise in the context of research outside the medical sciences area.  There 
are recognized efficiencies associated with this approach.  At the same time, she said, she recognizes the 
value of having committees with broader membership, an issue that she and Vice President Mulcahy have 
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discussed.    The University must have two committees because of the volume of conflict-of-interest 
matters that require committee review.  A decision has been made recently to address the issue of balance 
as new committee members are added.  Professor Cohen said that many people can understand medical 
research perfectly well, even though they do not do it, and it is better if the committee members do not all 
come from within the medical ethical/fiscal culture.  The concern is that people from that background 
might not fully reflect the culture of society at large; there is value to using intelligent and competent 
people outside the medical disciplines.  One wants an ethical decision that is independent of professional 
background and financial interests. 
 
 Professor Sullivan thanked Mr. Schrankler and his colleagues and adjourned the meeting at 4:00. 
 
      -- Gary Engstrand 
 
University of Minnesota 


