
Minutes* 
 

Senate Research Committee 
Monday, February 5, 2007 

1:15 - 3:00 
238A Morrill Hall 

 
 
Present: Steven Ruggles (chair), Linda Bearinger, Arlene Carney, James Cotter, Dan Dahlberg, 

Bridget Helwig, Shikha Jain, Paul Johnson, Jennifer Linde, James Luby, Ellen 
McKinney, Timothy Mulcahy, Mark Paller, Selam Rodriguez, Charles Spetland, George 
Trachte, Barbara VanDrasek, Michael Volna, Sanford Weisberg, Jean Witson 

 
Absent: Richard Bianco, Sharon Danes, Donald Dengel, Robin Dittman, Stephen Ekker, 

Genevieve Escure, Steven Gantt, Federico Ponce de Leon, Thomas Schumacher, Virginia 
Seybold 

 
Guests:  Denise Seck (Associate Controller), Melinda Sewell, Ed Wink (Office of the Vice 

President for Research) 
 
[In these minutes:  (1) intellectual property policy; (2) allocation of indirect cost recovery funds to support 
interdisciplinary activities; (3) expertise database and faculty activity reports; (4) updates on Grants.gov 
and search] 
 
 
1. Intellectual Property Policy 
 
 Professor Ruggles convened the meeting at 1:15 and turned to Vice President Mulcahy to lead a 
discussion of the changes proposed for the Regents' intellectual property policy. 
 
 Vice President Mulcahy explained that the intellectual property (IP) policy was up for review and 
there are a lot of proposed changes to the content.  There was an IP revision committee that included two 
faculty members, Professors Art Erdman and Jim Orf, and the proposal is to combine three existing 
policies into one.  The 3 policies are Intellectual Property, Use of Royalty Income to Support Technology 
Commercialization, and Acquiring Controlling Equity Interest in Technology Licensees.  The title of the 
policy would be changed to "Technology Transfer" (tentatively) to reflect a separation of technology 
transfer issues from copyright and trademark issues. 
 
 Some terms in the policy were changed, in particular "intellectual property" with "technology" so 
it does not include copyrighted works, etc.  There will be a new copyright policy, which will include the 
"regular academic work product" provision of the current IP policy (works that faculty members own the 
rights to).  "Net income" may be changed to "gross monetary payments the University receives as a result 
of transferring rights in intellectual property [later changed to "technology" to reflect the change in the 
policy] less 15% for support of all University commercialization activities and less the University's out-
of-pocket expenditures (including legal fees) directly attributable to protecting, developing, and 
transferring that property."  The guiding principles remain the same, Dr. Mulcahy said, but a principle 
was added "to acknowledge that technology transfer is valued academic work."  A clause was also added 
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"regarding non-commercial methods of distributing technology . . . to lay the foundation for future efforts 
to provide access to University intellectual property for humanitarian reasons." 
 
 Dr. Mulcahy then reviewed the proposed change in income distribution.  This is a big change in 
the policy, he emphasized, and some members of the Board of Regents expressed an interest in this issue; 
some believe that with lucrative patents, such large numbers to the inventor and to the departments and 
colleges does not serve the interests of the University as a whole.  The new model thus provides for a 
different distribution of income once the revenue has passed $4 million. 
 
At present, the policy provides for this distribution: 
 
Up to $4,000,000:  (this is the same as the existing policy, without any $4 million cap) 
 
33 & 1/3% to the inventor/creator 
33 & 1/3% to the Office of the Vice President for Research to support technology transfer office and for 
research/scholarly activities at the University 
8% to the colleges/schools that supported the work 
25 & 1/3% to the department, division, or center that supported the work, to be spent in support of the 
creator/inventor's research or other directly-related University work. 
 
Over $4,000,000 (this is new) 
 
20% to the inventor/creator 
50% to the Office of the Vice President for Research 
8% to the colleges/schools 
22% to the department, division, or center. 
 
 Committee members discussed the wisdom of, and expressed doubt about, substituting 
"technology" for "intellectual property."  Professor Ruggles suggested Dr. Mulcahy consider one policy 
with two parts:  one for technology transfer and technology and one for intellectual property, in order that 
the term IP not disappear.  Dr. Mulcahy agreed this was a good idea; the semantic element of the policy 
does need to be correct. 
 
 Dr. Mulcahy clarified that the first part of the proposed income distribution scheme applies for 
the first $4 million in revenues—and it might take several years for revenue from a particular piece of IP 
to reach that point.  The distribution would change once the revenue went over $4 million.   
 
 Dr. Paller asked if the 15% flat tax provision plus the clause about out-of-pocket costs fixes an 
earlier problem twice.  Dr. Mulcahy said the intent is to maximize, within the bounds of fairness, the 
amount of money available to invest in research for the benefit of the University.  If his office must 
siphon off money for operating costs of the technology transfer function, there is less available to fund 
University research.  Many discoveries generate no income; this policy says that something must be 
recovered.  Before proposing this policy, they looked at policies at 20-25 universities; almost universally 
they take about 9% to run their technology transfer offices.  The plan provides that 15% of revenue from 
each piece of technology will be paid as well as the actual costs, Professor Luby clarified; Professor 
Ruggles said that way the big items do not subsidize the small ones.   
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The 15% generated by small items does not cover costs, Dr. Mulcahy said, and "expenses" does 
not cover staff time, marketing, etc.  This is a bigger hit on smaller royalty streams.  In the past few years, 
the technology transfer office has been supported almost exclusively by Ziagen; this plan would provide 
an income stream from all items.   

 
The question is the effect on incentives, Professor Ruggles said.  The provisions governing 

revenue in excess of $4 million will not have a big effect, he speculated, but they will have an effect on 
the smaller items.  If inventors see all the revenue eaten up by costs, and they get nothing, that may 
reduce incentives.  But no one knows which inventions will be big ones, so perhaps these provisions will 
not have that effect.  Dr. Mulcahy said the big question about incentives and disincentives is whether, 
over the long-term, the provisions will affect disclosure, but there could be a disincentive at the low end 
of the revenue scale. 

 
Professor Dahlberg commented that some people who want to file a patent may have an inflated 

view of its value and will look at the distribution scheme for revenue over $4 million.  But Professor 
Ruggles's point is well taken:  if being in the top three universities means counting of patents (which 
some measures do include), and if someone wants to file a patent but the University makes it difficult or 
unattractive to do so, that will affect the University's standing in the patents-filed category.  Dr. Mulcahy 
said that number of patents the University files for is not a measure of how successful the University is in 
developing technology.  If the technology will not generate a royalty stream to help support University 
scholarship and research, the University is not going to be interested in filing a patent.  If the University 
patents more, there should be more revenue; while the number of patents is important, it is not the sine 
qua non of a major research university nor is it a number that should be managed to.  It could be, if the tax 
is too high, it will deter some from seeking a patent, but if there is no cost to the process the University 
could be flooded with requests.  The University is trying to be discriminating in what it files for patents 
for, so the proportion of successful applications should increase while the total number may go down.  
The question is whether this distribution proposal shifts the balance too far one way or the other. 

 
What is the incentive for this change, Professor Johnson asked?  To creative incentives?  To fix 

problems?  It would help if one could see the reasons.  It is to optimize the revenue stream to help support 
the University's mission, Dr. Mulcahy said.  One mission of a public university is to take research to 
society.  The policy does not deal explicitly with that goal, but unless there is a change, the University 
will be less able to meet it.  Of its peers, about one-half have a fixed-rate policy, like the current policy, 
and about one-half have a tiered policy, as is being proposed.  The numbers vary, but the more a single 
technology makes, the more beneficial it is to the whole.  No institution has found a perfect equilibrium 
point.   

 
Dr. Mulcahy said he agreed with Professor Dahlberg about the vision of people who want to file 

patents.  But if one looks at the 25 top-grossing technologies at the University, only five have generated 
more than $4 million.  The policy change would have an impact on very few people.  Most who disclose 
an invention, however, are probably confident their technology will generate over $4 million.  The policy 
change will ACTUALLY affect a small number of people but it may affect the perceptions of a much 
larger number. 

 
Professor Luby questioned why the department share should also be reduced when revenues go 

over $4 million.  He urged that the 3.5% that is being cut will be important for departments.  Vice 
President Mulcahy agreed to revisit the formula. 
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Dr. Mulcahy reviewed with the Committee examples of the effect of the change in the 

distribution scheme.  He said the Board wishes to see a policy that returns more of the royalty income to 
the University for investment in academic priorities.  The numbers in the policy are not magic, he said, 
and they can be changed.  He said the numbers in the policy are consistent with those in policies at other 
institutions.  The biggest change is for 15% off the top for the Vice President's office, Professor Luby 
observed.   

 
Dr. Mulcahy summarized by saying he did not want create disincentives for faculty, but the 

Board sees that in some cases a faculty member could make millions and the University not very much.  
In the private sector, an inventor would receive nowhere near this much money.  Professor Ruggles said 
the gains go to the Office of the Vice President for Research; with the 15% tax, the pool for distribution is 
smaller.  Dr. Mulcahy asked what the Committee thought about reducing the individual gain in order to 
benefit the whole.   

 
At present the University is passive in technology transfer; part of the 15% would be used for 

more aggressive marketing.  If one takes Ziagen out of the mix, it removes $45 million of the $49 million 
in royalty revenues to the University, Dr. Mulcahy noted.  Unless there is an enhancement of the other 
sources of revenue, the University will see a steep drop in income.  His goal is to see the non-Ziagen 
royalties increase from about $4 million to about $25 million in the next four years, in order to increase 
the steady state flow of revenues.  (99.4% of university-disclosed patents make less than $1 million.)  But 
he does not want to create disincentives, he repeated.  Professor Luby suggested it be made widely known 
that only very few inventions generate more than $4 million and that most would be unaffected by the 
change. 
 
 Professor Dahlberg said, apropos the competitive disincentive, that if the word gets out that the 
process to get patents is difficult, people won't seek them.  Dr. Mulcahy said they are trying to reduce the 
burden of initial disclosure and get the best guess they can on whether or not something should be 
patented—and want to get back quickly with information.  They will provide information on how to move 
along, what the next steps will be, and will put funding in to help move the idea along if it is not quite 
ready for patenting.  Professor Johnson said it would be a good idea to create material for the University 
so faculty have a better idea of what is going on.  Dr. Mulcahy said they do, and will roll out materials 
and website with the information.   
 
 The Committee concluded it was not opposed to the policy:  the 15% tax is fine, the two tiers are 
fine, but the department share should not be reduced.  Dr. Mulcahy said he would prefer to see the actual 
schedule of distribution as part of the Regents' policy, not an administrative policy.  Professor Ruggles 
asked that the Committee see the policy again before it goes to the Regents.  Dr. Mulcahy promised to 
bring it and said he appreciated the Committee's comments.   
 
 Committee members added, as a postscript, that Dr. Mulcahy should not assume that the 
department's share of royalties goes for the support or use of the inventor.  The practice varies widely by 
department, they informed him.  Dr. Mulcahy said he would look at the language to see if there are other 
ways required to support the inventor. 
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2. Allocations of Indirect Cost Recovery Funds to Support Interdisciplinary Activities 
 
 Discussion turned to a draft policy on distribution of indirect cost recovery money (ICR); the 
current policy, Dr. Mulcahy explained, does not discuss interdisciplinary centers (and similar entities).  
This draft suggests such centers should be able to recover some ICR money.  Some colleges take the 
position they will not share ICR funds; this draft provides that it will be University policy to do so.  The 
distribution must be done fairly, with a return to those who contribute to the center, but the policy creates 
the expectation that centers have rights to ICR funds.  The policy provides that ICR funds are distributed 
in proportion to the contribution units make in three areas:  personnel, facilities, and administration.   
 
 When a center is proposed, the center, dean, and a representative from the Office of the Vice 
President for Research will identify the relative contributions each makes, and that will determine ICR 
distribution.   
 
 The first version of this policy applied only to University-wide centers (so designated) and it 
hoped the others would use the model, Professor Ruggles said; this version applies to all interdisciplinary 
centers.  Dr. Mulcahy explained that they heard from many that the earlier draft applied to them as well, 
and the Provost's Research Council urged that the policy be University-wide and apply to cross-collegiate 
centers.  Although the language currently also applies to within-college centers, Dr. Mulcahy said that 
provision would be removed. 
 
 The policy does not apply to someone who has a grant and a collaborator in another college; this 
document applies to centers.  That is covered by current Sponsored Projects Administration policy, 
Professor Ruggles observed.  That policy is voluntary; this one is mandatory, Dr. Mulcahy pointed out.  
He has heard from a lot of faculty about the disincentives for working with individual colleagues in other 
colleges (some deans do not like it if there is no ICR money that comes with the collaboration).  It would 
be possible to make the current SPA policy mandatory.  Some units bill costs to departments, under the 
new budget model, which makes it more difficult to identify the responsible party, Professor Weisberg 
observed.  The policy on centers and ICR funds applied to colleges, Dr. Mulcahy said, irrespective of 
their approach to the budget model, but this policy also does not change what practices may exist in the 
colleges.  It does, however, remove some degrees of freedom from the deans, Professor Johnson 
observed. It clarifies the University's interest, Dr. Mulcahy said, and most of the deans do not have a 
problem with the proposal.  Most of the difficulties with a center can be worked out in advance, but once 
the dollars start flowing, "reason can get sacrificed." 
 
 One concern about the new budget model, Dr. Mulcahy said, is that deans will see every grant as 
a source of ICR funds and will be less able to support interdisciplinary research than they have in the past.  
This policy provides that interdisciplinary center work is sufficiently important that there will be a 
University policy governing it.  Professor Bearinger commented that it was ironic the Committee was 
seeing these two policies on the same day; a PI will never have access to any of the ICR money, with the 
previous policy discussed, but if the University is to be among the top three, there should be incentives 
for PIs to benefit from a portion of the ICR funds like there are royalties for inventors.  Dr. Mulcahy 
agreed the University needs to provide additional incentives to researchers (in order to HELP them do 
more, not MAKE them do more); more services are needed.  Professor Dahlberg agreed, especially for 
individuals with grants. 
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 Professor Weisberg commented that he is apparently hearing about excess ICR funds from grants, 
which is not what the members of the budget model subcommittee are hearing.  He said he did not see 
how funds could be directed to the PIs.  Mr. Wink reported the difference between the University's federal 
ICR rate (49%) and the actual costs (58%) would suggest Professor Weisberg is correct.  Dr. Mulcahy 
agreed the University never collects as much as it spends on research costs, and finds other money to 
cover the difference, but it is a source of funds for additional research.   
 
 The Committee concluded by a nodding of heads (without vote) that this policy would be helpful.  
Professor Ruggles thanked Vice President Mulcahy for the presentation and discussion. 
 
3. Expertise Database and Faculty Activity Reports  
 
 Professor Ruggles next reported that the Senate Committee on Information Technology has 
suggested appointment of an ad hoc joint subcommittee to advise on development of a new expertise 
database.  Right now SPA has one, three or four colleges have one, a lot of departments and programs 
have them, all of which are operated manually.  The idea is that if the University could have one database 
that everyone could live with, it would be much easier to use.  It has also been suggested that a database 
could be used for faculty activity reports.  He asked for two volunteers to serve, and said he would send 
an email around.  If this were well done, he said, it could save a lot of effort.  It would be managed by the 
Office for Information Technology. 
 
 The database would also make a big difference for annual reviews of probationary faculty, Vice 
Provost Carney commented.  It would make it easier (there is a lot of variation across annual reviews and 
it is critical they be accurate and well done).   
 
4. Updates on Grants.gov, Search 
 
 Ms. Schumi provided an update on the 2/5 deadline for NIH RO1 grants and Grants.gov:  in 
essence, the process worked well.  It also reinforced the need for the 5-day deadline, Mr. Wink added.  
They will do a communication to faculty on the lessons learned and what faculty must know, Ms. Schumi 
said.   
 
 They have interviewed five candidates for Associate Vice President (for SPA); Vice President 
Mulcahy will talk to them and bring three to campus for interviews.  Professors Ruggles and Luby 
represented this Committee on the search committee.  Ms. Schumi said there would be times arranged for 
Committee members to meet with the candidates. 
 
 Professor Ruggles adjourned the meeting at 3:00 
 
      -- Gary Engstrand 
 
University of Minnesota 


