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\Zt~~t:~e~~:~~'
ap8CUy. To the extent da.ta or lnfotmll.t1<lD
supplied to thlll section is consldered 1»' 0. U·
-"0. to be prtvlleged or confldent1lll /U1d is
60 InO.l:l<ed, the AiIe~~ that, to the
extent pem>ltte<lbjr 1&w, It wID not dl.tclose
ouch lnIannatlan to penlllDll outside the
Q<Jvenunent,

(l) ~ort!nt101PollclllZnd Admtr'18trt1Uve
C1lon~. The lDlltltutlon, shBll prampt!y

'notifY the ~ey of I\.nl' olgnlJlC&.::l.t
cbansl!B In the lnfon>Ultlonsubmitted by it
in suPPOl'tof Ita reQ.lleat for an 1nstitutllllllll
Patent AiP"'en>ent: pvt!elllulY, ehBnges In
Its patent pol\cteoor ital\duJJni!ltratlve cap&
bUlties.

(llll nnntlllf«on, "l'WS AHreelneot. DUlYbe
tel'mlna.ted.by either PuQ' upon 30 daYll
written notice, Disposition of rlllhl'l in BU<i
&dalIalIllratlon 01 inventloll6 llUlde un<Ier
C!>llUacta sU':)Ject to thla Al!J'eetnel)t W11l not
be atfe<>te<:i by sl1Cha tenn\na.t\on; except
thlIt, In ,tbe event the GOvernment terml·
nates th1s .Asreement teceuse of a.fo.llure or
l'llluaa.! by ;he IDlltitutlon t<> OCl<nPlY with
Sl»' of ita eb!lgatlonll under ..dloDll (e)(1~
<fl, (I), lIl:Id (j) of this Agreement, the
Agency has the rlght to require thlLtthe In
stltutlon·s entire rlsht. title, and Interest in
and to the partlcular Invention with respeet.
t<> Whkh the breach occurred be asalHDed t<>
the tJnlte<1S~ of An1erlcs, as represent;..
ed by the AgencY:

(n) Colll'mlln(cat(all& (9) Requesta far
As:= appravala, eJtte~ ar aImlla:r o.e
tlall!l and'otber correspondence re<lulred by
thls Agreement ShOUld be a.ddress<!d t<>
--_, Except where IIJl"C1ftcally pro·
vlded othel'Wls<; In this Agreement, the
___ or his designee Ma.ll a.i:tas the
point 01 BUthGrlty within thl>' AgencY to
grant SUCh' SlIprovala, extenslons.' ar take
sueh other .Agencya.ctlons8ll may be autho
rl2iedIn this l\HJeement.

In wltpess whereaf, es.ch of the portles
bereto has executed tbls llgNement 8ll Of
thedaJ' and year below.

U1lr.I'n> BrAnS oP.Aw:w....

~u';::.======nat;:'"
(C<>lP«ate seal,)

(Institution)

.l.lUJ.

RULis' 'AND 'REGUlATIONS
It te undMBto<>d and agreed tnat this dOC.

ument _. not preclUde the Govemllient
trQm 8lllIertinlii: rights llnder the provlBioDJl
of ol/Jd A8reement or of anY othel agr"","
,mant",between the Oovemrnent and ths
Contractor, ,or any,other rights of the,Q<Jv·
en>llr8llt· with resPect to the abov...klenU
tied invention.

The Government Ia.hereby grIln~ an Ir·
revoco.b1II pawer to \mIpect and rnaI<ecopies
of the l1bOve·ldentified patent ll.Ppll~,

SIgned. thill ~ day of ---, 19-.

(Institution)

<SlInature)

(PrInt or type 1UIIDll)

(OUle:taltitle)
(End of llgNem,ent)

Ul IDllert.1'IaIne of A!reneY,
(2) Insert rerereeee to Instltutlon"5 oUlelsJ.

pallc$ statements,
(3) S<>m.e agencies PUl.Y wish to have the

agreem.ent apply to o.ll SUbject InventlOIUl
reporte<J after the ellecutlon of the agree
ment, even where the eontract was entered
Into prior to the agreement, In SUCh cases.
the fallowing language may be sUb$tlt!-'te<t

"ThIs AireeIll.ent delines the rlshts of the
Parties hereto regardlng' the II1lc><:e.tMn of
rights In SUbject Inventions rel)<>rled after
the executIOn Of the Agreement, inc1udihg
coDtraeta entered tnto prior to thl6 Agroe.
ment, except suell contrac-ts ... may be ese
clfIeally elllliudedby the Agency."

Agencies 1I,S\ng;thisJanBuap which w\81I
to exclude any cutreJl,t contI'Mts tro1n the
agreement shOuld add a statement such, ...
the fOlloll'in¥:

"Thla Agreement shBll not "pp\y to the
folloWjngCOUt.rll.cUl: .....

(4) The bJ'acl<eted~ may be d&
Ieted but ll.OI'm.lIllY It Ia e><Pect<ld that Instl·
tutlolUll. Patent Agreements W!.ll aPPlY to '
grants ... weUas cont.tacl&

(5) AgImoIesIDaY specLlya fonn.
(6) Ageneles may find It useful to Include

more detailed inlltructlons here on the
formo.t of these reports and,the penone to·
WhlllD they should be supplied. The euet
clause~ have to be varied according to
the agency's nonna1 coutract close-out pr(>-
ced""",, . '

(1) U none are to be IISed, ll>sert "none,"
(8) Dlfierent dates D1ll.Y be IIUbStltutedd...

pendinlt an the Agency's ne~
(9) Insert ap'p1lcal;>le 1Lddr~ and 0!fL.

,~.

(JOl In llO:Xlld4nee With section (iiXll of
the Aueament, U the Agency hlUI deter.
IDined th&t a 1IooMe for State lIl:Id dOlllelltic
muni~gov~tsw1ll not be obt4lned,
the foUowiJlsshould be added to the Conflr·
matonr lDJotrwnent:

"The !Wenae vanted to the Oovernn>ent
does not inclUdestate and dolnest\c muniCI·
pal ilovert>ni.ent,s."

section 1_9.109~'l18added as follows:

§1_9.10!l-'1 Negotiation of InsUtt1Uonel
plltent IIgruments,

(0.) Information to be submitted by
ncnprcftt. orglUlizlLtion, A nonprofit
orgu.n1za.tion desiring to enter into an

.4427

rniltitutionar' Patent:-~nt :With
an agency 5hall. be required to provide.
the 'agency with' the following tnror
IIlat1on:

(·l),GeneralinfoinuLtton con~
the organization lnc1Ud1ng:

m A copy of the o~tton's!uti.
elllS of IncotP9tlltion;

(i\) A stat:enent of the orga,nlMtion's
pUtpOlle and 1l1mB; and.

(ill) A statement. irId1Cll.tlng .the
SOlltCeOf the org~t\On'sfunds:

(2)'A copy of the oill'aniztI.tion's es
tabllshed patent pol1eY, together with
the dlLte and. mannet' of.ita lIdoption;

(3) . The'lllll:l:lE!, title; a.d4l'es8, a.nd
telep,hone n\1lllber Of__ the ,.of.n~er re,.
aponsJb1e for, il.dInfnfstfatlontll patent
ami lIivention IIle.ttefll,snda dellCrtp.;
tion of staffing In thJ.1Farea, Includl!1g
all oUleea which contribute to the or
ganlzation'a patent lllll.I1a8e:ment capa,..
bWtles; .. . .

(4) A desctlpt~on otthe organIza.
tion's prooooureu for (A) Identifying
and rePorting lIivwtlons and (B) for
the evaluation of suell lIiventions for
Inclusion In the. orga:nlmtion's promo
tioIlll1 program.;

(5) A copy of the agreemeut signed
by emPloyees engl).gIld In research and
deVelopment, Indlcat1ng theiJ' obliga,
tion with reprd to lIiventions eon
eewea or for the first IJme reduced to
practieeln tlie course of theb: IlSlllgned
duties;

(6) A copy 'of the Invention report
fO£1ll or. outline u~d for prepara
tion of·lnventton reports;

(7) A statement lndlca.t.lng whether
the lrgllJl1?;atlon hall an Bgl'eel:lient
with anY. pa.tentIIlanasement organl
zationa or consultants.and a COPY Of
any such llllteernent8;,,' ," ,,,' :''-

(8) A descr!J:ltionOf the plllJl1!, and In·
tentiQlUl Of the otllanlzll.tion to bring
Inventions to" the'-,.market. p1al:e.·tO
which It reta!n8 title, Incl\ldUlg a ds
sctIption ernie effortstypics.Uy un·
dert,aken bY', the ..organlztl,tion. to' .-11·
cense its Inventions; ''-..-,

(9) A descrlPtion, Of tne organlza.
tion's.,past patent o.ppUco.t1on .1Uld

'p\\tent )lcenslnJ,l\Ctlvltlell,ln,c1udinfr
the follow1n&:, .- __

(i) NlUlIber of inventiOns reported to
the,orga.n1zation,.during each: ()f ~
Pllllt,~, Years:",/.', "._''.;, '", "",,': :,'

:<Iil N\1lll.ber"of p,atent" app1lcatlons
tued durJiljr. each oUhe,pa,st 5 years;

(Ull N\1lllber.0f. patents. obtatned
durlilg e.acl).ormepast 5 ye.aiS;

(Iv). Number Of exclusive~
iBSued.durlngeftllh of thePiJ,ut-5 Yeaill;

(V) Number. of non~xcluslve ucenses,
other"than .those to spom;ortng Feder·

~as~3j~~/~eddurlng'~~'~f.~~e
(vi)"GrolIS royalty !ncorne, .- during

eecb of the, P,ast 5 yelLtli;' ..-.",
(vl1l. A general 'description' Of royal~

tiel! .chafged; ineludlng rnInIm.UIn,sn<l
tnlOOmUIIl royalty rates:' . '. .

(10)' A,lIst of .s\ib51d19.J:y orafflllate
organ1Zli.tions, Wh1cb would be ccsered

FEOUAL RiGisTEa, VOL U;NO. 2J.;;;.TiwUDA.Y, FOWARY 2,1971
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rIg~ts.In; l!lventiOIlll, ,made under the
C9ntni.ct,,: ";';":"'" ,,:
(Si16,:.}IOil{c); iii s:t!it.390; '4,OU.s.C.'486(,cl,)

N<m<.-The 0enerB\ 'Servlcell Admlnllltra,
tlon"h... , determined, that, thls document
docs;not contain a major Propo.Bl'l'e(Iulrtng
preparation of lI.n In!Iat!onary, ',tmpllCt
BtBtement under Exe<:utlve Order 11621 Bnd
OMB Clroula.r A-107.

Date<'l:January'20.' 1978.
JAY SOLOMON;

Admini.7tra!orot,
General Servlcea.

[Fa Doc. 7lJ.-2874FIled 2--1_78; 6:45 am]
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by an agreement signed,bythe: organl.,
mtlon:, ";,,:":,:~: ,"""

<11l,If 'the' org&nfzil.t1on, lli a subsld.
IarY 'or 'llffiUate'orgRn:btlon, the
name ot t1:lelither,organ1zBtlonand a
description of therelatlOIlllh!P:

(12) The amount ,of SuPport from
each Federal agenoyfor research and
developmen.t, aetivitlcsClln'entIy being
adInlli1stered by the,org&njzatlon;

(13) A ,statement, ot the org&nIzQ;'
tlon's pOllcies With i'e8pect to'theshilr
Ing of royB\tles "Withemployees: and

(14l:A dClroriptlori'of the uli!lS made
of any net Income generated by the or
s;e.nJzation's PBteI1tmanas;emetit P,ro'-

~'~teh<i~dval1mtfun Ofat£ch:
no!oQ1lJro~erprogrnm. Before an In",
StitUtiOllBI PBtent,Agreement te en
teredlnto With a ,nonprofit organiza~
tlon"the,or8Bnizatlon, allaD ,have, a;
tecluiology trilnsfer prom whJch, as
am1n1mum, shBlIInclude:

(1) : An..,establl!Jh,ed , patentpallcy
whlch ,111 consfatent"With the noucstn
1,1~9.107.,.3 and Is "administered en-a
contlnuoUll, basls"by,an officer or an
orgB11lZe.tlon responalble to theorganj-
ZBtlon:, " " ',' ,\

(2l,Agreements with. employeesre
qulrtng them_to assign to the organlza..
t10n. Its designee, or ,the Government
lUIYInvent!on conceived ,or first ectu
BIly reduced to practice In',thecourse
cr-ce under Government contracts or
assurance "that mob' agreements will
be ,obtained trom, emDloyees' mtor" to

'the asalgnment of employees to Gov
eminent-supponed research,',and de
velopment J)rojects:::' '. '

(3lProcedureIl ,for promptlnventlon
IdentificatIon and, tlmely'dlsc101lureto'
the officer or organiza,tlon a.drnInister
Inli thepatent·'paUCY of: the' Inlltltu.
tlon:

(4lProceduresformVentlotl evBlua
tlon;and:-'; ".;:

(6)A'i:i,actlve:and effeCtlve-prOmOo'
tlonBi program)for the llceI1llmg--and
marketing of inventions.' ","'-.

(clFedercil;'CooTdinating Counctl lor
SCience,'EnVhiefTIng, ' and Technology
Lillt. A,llllt of orgaruzatlOIl!l',thathave
tecluiolol'(Y transfer pros;rains meeting
the:crttlerla set forth Inll:-9.l09"-7(b),
PI1lpaied' by's;" subCoJ:iun1ttee 'of, th,e
Committee on, .Intellectual, Property

/' and Inlormatll)ll",of tlil;!'~eral,Co
ordli:Ul.tlilg COuncil for' .science; Engi.;
-neerlng, and Tedm0logy, niaYbe used
to neu of IndividuBi agency detennlna.
tlOIl!l,of ,!lUgibillty for' Instltutlonal
PBteIlt As:reeri1en,ts.:uowever,: the' In'~
cluslonof an"ors:arilz&tlonon the'list
will not ,preclUde ,the agency, frooi'deo
clbilnli anap'tillcatlon for ,lin Instltu.
tlonBiPatent Agreement. It iii BIsOex
pected that the ,ll!Jt'may ,beus,ed:by
some agendes, In ' conneCt,lonwJth
'greater rlghta dete,rmlnatlOIlll' (If re-
questa for the inclusion: ofclaUSea In
contr8.!:ts giving, the nonprofit :o'rganj.
zatlon,:the ,fii'lJtoptl0l!' to lIr1ndP~

FEDElW IEGI,StER. VOL 43,NCl. 2I-:-:~URSD~Y, 'I"U~Y :tIm



RULES AND REGULATIONS

[6820-24]
Tltle 41-Publlc Co~tram and

Property ~anagement

CHAPTER I-fEDERAL
PROCUREMENT REGULATIONS

[FPR Amdt. 18'1}

PART 1-9-PATENTS, DAT~AND
COPYRIGHTS

Patents; Change of Effectlvo Date

AQENcy: Gener'aJ.' services Admfnf&;
tration. -

ACTION: FID8l rule: Cha.Oie:of errec-
tlvedti.te. ' ,"" -' ',,' - '

si:n.rM:ARY:The effeCtive &te of the
Fedenl PrOCUl'ement Regulatl0D8'

.=k~~~~,,~:;~y r:.~'
FPR Amendment 18'1was issued Janu
ary 20,19'18, and waS publlshed in the
FEDERAL REGIS':1'EJl(43 FR 44201,Febru~
an' 2, 19'18).The change of the effec
tive, date for theamenliment Is based
on-a. request of, the Admintst11Ltor.
Office of Federal ProCUrement P~J1cy.

DATES: effective date of this deeu.
ment: Aprtll1, 19'18; Revised effective
date for FPR' Amendment 18'1: July
-18.19'1'8.

FOR FURTHER INFORMATION
CONTAcr:

PhWjJ' G. ReM:' Dl1'eclCr of Federal
Procurement Regulations, '103-55'1
894'1.

(Sec' 205(e)~ 83 Stat. 390: 0I0,U.s.C.486(c).)

Dated: -APl'Ill1; ,1978;
. JAY 8oLOM.Olf,

Admini3trurorQ(
GernmUS_

[PRJ)oc. '18-10830 FIled 4-20-'18; 8:45 am} -

FEDnAl 1EG1sttt. VOL 43, NO. 7l-fRlDAY, AI'lllL 21, 1911
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associationol·american
medical colleges

June 22, 1978

Mr. Gerry sturges
c/o Senator Gaylord Nelson
Russell Senate Office Building
Washington, D.C. 20510

Dear Gerry:

It was a real pleasure to see you again on Saturday evening.,. I partic
ularly enjoyed talking with you about Institutional Patent Agreements.
As I told you sometime ago, we received from NIH a samp;~ing,?f ,university
patent licensing programs which we were asked to assess in terms of their
value to society. We had considerabledifficu.lty arriving atarnechanism
for assessing "social value", nevertheless we thought,' the: 'exerc'Ise might
have some merit. Accordingly, on April 25, 1978, we.isenc. out the attached
list of patents to approximately 20 of 'our conatii.tiiitient;a Wh?'--might be
reasonably knowledgeable in the areas ,:o;vere:d/, Enclosed is a: copy of the
memorandum which was sent to these scienti.sts of whom, approximately 15
responded. Most of the scientists were unf.m.iliar with many of "the patents;
however, we were able to get some rati~g of almost all·' of. the patents on
our list. We used a four interval scafe with o being :'novalue'.:'and 3,
"great value". " .

The results have now been tabulateda.nd uiaYbeint'~resti~gfo;'yq~. If
you -",ould be interested I can summarize this information insoroe: ..form that
might be useful to you or the Committee. In summary" how~ver, it appears
that most of the patents which have been reduced to successful"application
are of "moderate" value regardless of how much money. has been invested in
their development. "

I am also enclosing a copy of our recent 'supreme Court Amicus' Curiae brief
in the case of Chrysler ve . Brown. Joe Keyes thought, it might be of interest
to you because it deals with the confidentiality· issue and specifically with
exemption B (4) of the Freedom of Information Act. Also, at John Sherman's
urging, I am enclosing a copy of a recentAAMCstaff position paper on the
problems facing the peer review system at NIH. You ~ill,note that the
Privacy Act may have apparently added the "final overload to the system", in
that investigators are using the Privacy Act to obtain confidential reviews
("pink sheets") prior to completion of action on their grant zeques e.,

John, Joe and I would be pleased to talk with you further about 'this o'r
related issues and will follow with interest the progress of your IPA hearings.

;:zrelY,

/C..___
/Thomas E. Morgan, M.D.

• Director, Division of
Biomedical Research

Suite 20010ne Dupont Circle, N.WjWal:lhington....Q.9. 20036/(202) 466M5100



MEMORANDUM

SUBJECT: Eval uation of Certain Patented Inventf ons

~ association 01 american
~ • ., medical colleges

Members of the CAS Administrative Board and
CAS Public Affairs Representatives

Thomas E. Morgan, M.D.

The Department of Health, Education and Welfare ;s re-evaluating the
Department's present policy toward institutional patent agreements
(IPAs). The AAMC, working with the National Association of Land
GrantCol1eges and the Association, of -American lln'iversiti es , is
~tudying the problem. We hope to generate a position statement
based:on facts. .

One of the f'actors in our appraisal of rPM wtTl.be an assessment
of how much"val ue resides in those .oetents wrtch have been brought
to the. marketplace. We would very much ap~reciate your taking a
few .mements •to look over the enclosed '1 ist.,of patent awards for
inventions arising out of biomedical research and noting. in the
space provided, your assessment of'.tthe value of any of those in
ventions with which YOU are familiar.

Apr; '--25, 1978

We suggest you use the terms' Ugreat, moderate, minimal or none" to
describe their actual or potential value. It is difficult to be
specific about how to rate the term "val ue'' -but 'inventions might be
judged on the basis of their economic, scientific and/or social or
health care value. These appraisals should be made without regard
to thei r oconont c return or fmpact but rather' on thei r merit to,
actual o- pqtentf al..•. in pat'ient care or scientific research.

If you have insufficient knowledge of:any invention l}sted please
. so note. When you have completed theuppretsaLor it·you cannot

complete tne form for any reason please fold!st~ple;:and return to
us. '. '.

FROM:

TO:,

Suite 200/0ne Dupont Circle,':N.W.tWashington, D.C. 20036/(202) 466-510\



SAMPLIN(; OF UNIVERSITVPATE/lT LIWISING'P'ROGRAMS

._,-

Pfl-1n'rner of Millions -Clinical ,trialS
Genuanyand Syntex in process. EJ<pected:t(t~e
of,U.S.A marketed in 6 mos. rn

Europe•.

Hyettllaboratories On the market - mu tcns

4i'-'

N'M"'" cf;
Value* 0pl.:.,;...r O....t~I...~J

2'5'" 'f

2.0 'I
2.D S

1.S 4
........
0>
0>

~.O
g

I.S" - 4

3 ;l.. 1 0
.. GREAT, f'bDERATE, MINIMAL., NoNE

Ap'pr'oxiina'te Ilwest'Tlen!.'

Undergoirig clinical trials.
$750.000.

Have: applied for ecutve 1ent
of NOA In.Frence.
Appro~imate'ly 'S5mill ion.

,_Abo~t'toapplyf(ir an
~~OA'and an NAOA.-.Will
spend about $10 mil1io'n,'

~pplying'for neyldrug
app1tea t'l ens in Denmark
and Great Brita";n, M~.y

be marketed thl s year,
ApprOx..' $5,000,000.

Upj9hn'

Rousi1l~Uclaf

{Hoechs t}
and

Diamond Shaniroc'k ,--Being test~rr.arketo:id';
Corp. Production scheduled for

late 1977. t1illions.

Being sold in world~wide
market since 1971.
Millions.

Licensee

.t.tec Pharma
ceuticals

l-Alptla .' "
Bydrcxycbo1eca1ci fero 1
for treatment of Osteo
dystrophy with Kidney
Dysfunction

Rabies Vacd n'e

Nethotr-exateAssay'
duringCancer<
Chemotherapy

Pivoting' Disc Heart Valve Medical, lIb

Keto-Acid analogs of Amino
Acids for treatment of
uremia

'Implantable Infusion Pump , Metal Bellows
{Constant Infusion of-Drugs
for Treatment 'of C~ncer.
Diabetes, Pain. xcrphtne-
addicti~~,:;,et,c.}

2S-Hydro;wcholecatct fero 1
for treatment of Osteo
dystrophy with liver
dysfunction

}nventio~

U. pf Minnesota

U. of Wisconsin

u. of Minnesota

U. of Wisconsin

Wistar Institute.

Case Western Res•

Johns Hopkins U.

Universi ty

'..~

Blackshear et al

uetcca

Deluca

(illehei/Kaster

Inventor

Wiktor

Walser

.",.

. Ka:r.en et a1



SAMPLINGDf UNIVERSITY PATENT LICENSING ,PROGRAMS

Deluca. et 011

University

U. of Wisconsin 1., 2S-Dehydroxy(or!lo~a1c:i;' Hoffrnan~la.Roche
terol for Treil.trlle'nt of Inc.
us teodystro]lhy~dth

Kidney'and liver Dysfunct icn
and Senile ns tecdys trcpby

Approximate Investm~nt

About to apply for NOA.
Will'spendabout,'$lO

'~mi11ion,
1.5

_. IIp/l';;~.!..:...-

4

Talbot/Harrison' Johns Hopkfn,s'U"

4

s
S

/,0

:1.0

2.0

2.0

110" on market M

Approx. $5,000,000

$500.•000 to Sl,OOO,Ooa
''Clinical evaluations
still 1nprogress

Coop'er-labs;'~ $2,000,000 M' pevelopaent
Bedford Hills, N,'f.leadin9to.,mlA,ls in'

precess and o'~: schedule

Burrou'ghs'Wellco'i'il'e Approx. $5,000,000
Co., Research NOA expected by end
Trial)gle .park" f'!.C. of 1977;

Pacesetter: Systems 'O~ ma.rket sin.c~. Feb,
Sylmar, California. 1915 -,Appr'o'x. '$120;000

C. R~Bard Inc.; Over S1'.OOO',OOO. J·:arket
,Murray Hill, N,J,. f ntrcduct.tcn expected

;imninently.-

Royal.Medica1 Corp. Approx. $330,000, Now
Huntsville •. A1a, on market.

. Marion Lebs, ,
Kansa~ crty, Mo.

Silver Sulfadiazine: used
in Treatment of Burns

Method of Reducing Intra:'
ocular Pressur-eTn the
Human Ey'!S (Gli\uc,oma
Treatment)

Application of X-537A in Hoffman:'laRoche,
the Cardiovascular System Nutley •. N.J.
(for stimulation in cerdto-
genic shock, congestive
heart failure, etc.)

Use "of F3TDR"fOr Herpes
Infections of the Eye

Rechargeable Cardiac
'Pacemaker '

Poly'carboilate Dialysis
_.Membranes (kidney

dialysis)

,Balli stocardiogriifili:"
Apparatus

Columbia U.

Johns Hopkins U.

Tulane U.

U~ of. Wisconsin

y. of Miami

·'Natl.':;Insti tute
of, sctcntt fie
Research

F.Oll:

Higley"

Fischell

Heidelberger

Pressman

Holland
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4
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'""0>
00

4

7

7

,o.pil1l tMs·;

* GREAT.lbDERATE. rllNII-W...lbNE

/.9

24

2.,

1.5'

a.o

3.0
Value*

Hill ions - Clinicaltdals_
pragressing favorably

Milli'ons' -. O~~the ma'rket
since 1973

Approximate" {n'"ies w;ent

Appro>:'. rof1lioris ';;
Now on market.

Liccnsr:.£.

Varian ASSO'c1ates, On the market
Palo Alto, Calif.

1) Hellcome
Foundation

2) L'Institut
Nerteux

3) SW,iss S~um,and
VacCine' Institute and-ethers'
(r-lerck{anItalhn firm, elc-.)

C. R. Bard. Inc., $101;754, -'SorrLe'-products'
Billerica •. Mass.; being marketed and
Sh~f\'loodMedical others being tested.
Industries, St. touts
Mo.: and Amerlc<ln
Hospital Supply Corp.,
Irvine, Ca1ifornfa~

LR. Squibb of
U. S. A.,,'Dumex, of'DelUllark

New Brunswick'
Scientific Co;•
Inc; •.of N~ Jersy

Invention

Rubella vaccine

Derivatives ,of Polyclle
Macrolide Antibiotics

Preparation of son
thrombagenic Surfaces
and,Hater!als

Apparafus, "for,,~lcasuri,ng
. and contrcu ing 'Cell

Population Density in a
Liquid ,fledium

Gas Analysts Hethod
and Device for the
Qualitative arid
Quantitative Analysis ,of
Classes of Organic Vapors

Prcstoqf andtns for possible atcnardscn-. Several millions - In
Treatment of Bronchial, rterretl , New York, process 'of devatopnent
Asthma; Duodenal Ulcers, N.Y.' and testing for marketing

. Inflammatory Conditions-,:' etc. here and abroad

Battelle Menloi'ia1.
Institute

Yale U.

University

Wistar Itlst1tute'

Syracuse u.

U. of Ch1cagClFried

Zweig

LeinlngerlGrotta
etal

Lovelock

~

'Plotkin
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SrJ1PllUG OF ,UIUVERSm PATENT L1CEIlSHIG:'PROG!lPJ;IS',
Inventer- untvers Ity ~ II censee Approxtm~te rnvesweot Value* ~_OP;·Hc.M~-.--
t\crrtfleld Rockefeller U. Appal~tus for the Beckm~n tnstru- Bein9 marketed si.nce :2.0 5

Automated SynthesIs' of mentei: Fullerton, 1973.
Pect.tdes Cal1forrlia

Sml thlKozoman Duke U. Apparatus and nemco aeucomess , Inc. $25,000' ';"" Being marketed 1.4- '1
for Rapid Harvesting of Vineland, tlew since June 9, 1976
Roller Culture Supernatant Jersey
Fluid

Zweng Stanford U. Las'er'Photo~oa9liJa.tor Coherent Radiation, Appro;o::imately S500,000 2.3 s
Palo Alto. Cal. Standard tool of ......

ophtholmol 09ists ..,.
0>

Sweet et a1 StanfordU" CeihSorter aacton-ut ckinson, Approx. $200,000. Important ,oS 4 CD

Rutherford, New research toot
Jersey

Soyd{Macovski Stanford U. Computerized AXia~ S.A.L Approx. 5300.°9°. Will :l..'1 '7
Tomo9raphy Cupertino, Cal. be marketed soon.

Saxena Cornell U. MethodfC'rTesting Cart'er~Wall~ce Approx. lIZ million ~.O 6
ror Pregnancy on market

Ca lneklHi tchner Corne11 U. Cell-free virus. Merck 2.Z. 4,.
Preparation

t arlscn Iowa ~tate -Res piratory Augmentcir Bourns; Inc. On market since 1966; :l...l b
with Electronic Monitor sales now in millions
and Control

Le~ke/Rappoport Harbor General Bone Induction in an Am. Hospital Data not available'
. Hospi tal Allop1astic Tray Supply
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Artery"-Vejll"Shl.l1)t' BattelkDevelop~ Being mar~eted'
,Applique" ment Corp,

Integrating Nephelometer ,BattelleOevelopR Onmarket
and"~,,. ." . nene.." .
Photon-Counting Integrating
Nephelorn,eter

* GREAT,}:bDERATE. l'iINlMAl.., I~~E

~* ~'~

1.'1- 4-.
/.2- 5"

I, 'D I ....
10:-',''I,

I 0.
1,0

/S 4
/.(, 3

:.z.o 3

/.6 3

On market

Mad:ethig develOPmeiit':
in progress.

Bio-Rad Labs, Inc; On tne eareee since
Quantimctriit Corp. Aprillsn

sweden Freezer On market,
Mfg. Co;
Cobe Labs ;
Phys:io-ControJ ,Corp;

PL Biochemicals On market.

~ State of Development

;;3MCoinpany

:~~(Bi~Chem1Cal~i, On'~a~ke1:.
~,~\l~~~~~~~~c~~'~'i~f~;es
cospcuncs

Partial Dentur-e Alloy'
c., " •. L .•

Coherent Biologfcal
Cell Analy~er

Fluorescent Derivatives
0'( Cytosi ne-tcntat rtfng
Compounds

Protein' Assay Reagent
and Method' "

'~at,lwter Jnsert,1.9n
, Trocar

'~

U, of Washington

U. -of:,l.1linois

U.of Washington

Uni.versity

U, of Washington

U.o['Inioni,s

U. of Michigan

U.'of Washington

,U. of Georgia

Thomas

CarlsonlWard

Bradford!
flilliams

·
~

Secrist et a1

Asgar

'lenckhoff

leonard et a'l

Charlson/
AIh,qu~st
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~ ~ty. Invention Licen~ee State of Development ~*

Rclcomb Yale University Method am! Apparatus for Avery Labs, Inc. On the market since 197 ISStimulatiOn of Body Tissue

Cugan.'. • Temple U~iver.sity Novel COr.lpositions for Rand.Research ... Licensed in 1977. ,.2-
Radiotracer localization Development Corp., of Deep Vein'Thrombi

iloelti'js Cornell ~Unfv,ers1ty Codli ngM,oth..Pheromone zeeccn Corp. On market since 197.2. 2.0
,:hitliy . Unlv. of Minnesota Particle "cou'nter Name'riot available On market since 1959 IS
Backaner- Univ. oLMinnesota Hethod for Suppressing Burroughs 'About to be marketed ::l.b

Ventricular F'lbr-l llation Wellcome

';h{tby untv, of, Mi nnescte Aerosol ,Sampler Not available On market stnce 1969 /.0
Er.adley Univ. of Minnesota Apparatus to Stimulate Two licenses, On market since 1972 /.'1

the Bladder names not available

Blackshear untv. of ,Minnesota 1mplanta~le 'Infusion Pump Metal' Bell0\<is About to be marketed 2S
Company

rmenet untv, of Minnesota PfvotingDisc Heart Valve Name not available On market world~wide 1.'7
since 1971

Butler Purdue Research ron. HydropholiicNoncova1ent Re9is Chemical On market since April
Binding,of Proteins to
Support Materials

Rosenberg Michiga?"S~tate Univ. Platinum Compounds as Possibly Adria, On market in late 1977 2.5"Anti ~Turmor Agents Bristol or
Miles Labs.

,>, Coller
Abbot Labs. Licensed in 1977 (Canada) Z.;ZInstitute,·for Cancer Process of Viral Diagnosis

eesearcn.: and Reagent {Radtotasmmo- _
assay)

_b·ri"l~
2.
S-

I
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5
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IN·THE

&upr~1U~ Cltourt of t4~ 1Ititit~b &tnt~a
.OCTOBER·TERM,';197'1

No. 77-922 .

CHRYSLER CORPORATION, 'Petitioner

v.
HAROLD BROWN,et al., Respondents

On Writ oICerliorari>.lp Ihe
Courl of A!>peala lo.r.the Third Circuit

BRIEF·AMICUS ·CURIAE ..
ASSOCIATION OFAMERICAN MEDICAL CQLLEGES

OPINIONS· BELOW

The opinion ·of the court of appeals is reprinted as
Appendix A to the Petition for a 'Writ of Certiorari,
The opinion of the district court is reported at 412
F. Supp. 171.

JURISDICTION

The jurisdiction of this Court rests on 28 U.S.C.
§ 1254 (1).

CONSENT TO FILE·

This Amicus Curiae brief is being filed with the con
sent of all the parties to the proceeding.

• Letters of consent of all parties to the case have been filed with
the Clerk of the Court.



INTEREST OFAMIQUS

The Association of American Medical Colleges is a
voluntary, nonprofit, non-governmental corporation.
established under. the laws of the State of Illinois, hav
ing itsprincipal place of business in the District of
Columbia. Its corporate purpose is the advancement
of medicaledueatiOIl. Its institutional membership in
cludes all one hundred twenty one accredited and op
er~ting nonprofit medical sch~ols ~ndmedical colleges
in the Unite~ States. Its membership also includes
over 400 teacpinghqspitals in whieh undergraduate
and graduate llledicaI education is conducted,. and, 63
academic and professional societies, the members of
which are actively engaged in medical education and
the conduct of biomedical research.

The members ofthe Association of' American Medi
cal-Collages (AAMC) conduct a su15stantial proportiori
of the nation's Federally supportedibiomedieal re
search: Health related research and development is in
litrgemeasure supported by-the Federal 'Government';
it provided neatly $2.8 billion for this purpose il1.1975.
outof.a.total national investment of more than $4,6'
billion. Of this, $1.74 billion was expendedirrinstltu
tions of higher.. education. Thll National Institutes of
Health, chief sponsor of medical research and develop"
ment awarded $1.07 billion in Federal research grants
and contracts to, institutions ofIrigher education of
which $898 million \Vas awarded to medical school
members of the.Association of American MediealOol
leges and an additional $24.5 million to member hos
pitals.'

• .. u

'Figures taken from Tables 2 and 21, Basic Data Relating to
the National Institutes of Health, DHEW Publication No. (NIH)
77-1261, 1977.

2
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Thus the institutionarepresentedby amicus have a
major role in the nation's system for conducting Fed
erally spollsored research.Its interest.in.this case stems
from the impact o:ttlleoperationof the Freedom Of
Information Act (:E'0IA)' and .the Federal Advisory
Committee Act (FAc.A)' on that system. Amicus be
Iievesthat a measure of confidentiality is a necessary;
feature. of governmental review, .evaluation andhan
dling of research grantapplications. Protection from
premature disclosure ofan investigator's ideas is neces
sary to assurethat the full fruitsofgovernmentfunded
resear~hllre1i\'(1ilable to the .publieand araessential
to thepreservation of' important intellectual property
rights,

QUESTIONS· PRESENTED

The questions before the.Courtincludewhether Ex
emption 4 of theF0IA is permissive or mandatory;
whether agency regulations promulgated. pursuant to
5 U.S,c,§ 301:constitute' "authorization by law" with
ill the meaning of IS U,SJ]; § 1905 for disclosure of
private, confidential business information; whether a
submitter ofinformation is limitedto.judicialreview
of the agency record as his only recourse in 'the event
ofan agency determination adverse to interests he as-.
sertsare protected by Exemption 4 and/or IS U.S.C:'.
§I905.

·.'Reform.ulated ill te#sreflec~ingthe IJersIJectiyei~£
amictts, the fundaIlientalquestioll is: May; theF~.deral
government.as possessor of valuable cinformation' as a

'81 Stat. 54, 5 U.S.C. § 552 (P.L. 90-23, 90th Congress, lstSes-
sion (1967), as amended). .

'86.Stat. 770 (P.L. 92-463, 92nd Congress,2ndSession (1972),
as amended).

'3



consequence of its offer to 'support, research projects
it deems to' be in the public interest,at its discretion,
effect a diminution of the value of the ideasrto sub
mitting investigators, foreclose. the transformation of
the ideas into commercially valuable intell~ctual prop
erty, and deprive the public of potential benefits from
Federally funded research ~

Amicus recognizes that the specific itemsof Informa
tion giving rise to this case are conceded by the parties
to fall within the scope and coverage of Exemption 4.
Accordingly, it recognizes that arguments' as to the
merits ofIncluding information contained' in EEOC
reports, affirmative action plans and the like within the
scope Of Exemption 4 are notpertinent to this case.
Amicu.s will, however..directsome discussion to, issues
related to the scope of Exemption 4 in order to illus
trate to the Court the injury tothepublieinterestthat
will result from any: determination that the exemption
is discretionary ratherthan mandatory.

SUMMARY OF THE ARGUMENT

Creative ideas are valuabletoa research investigator
as his stock-in-tradeand t6society as a means of facili
tating solutions to important national problems. 'I'othe
extent that it may result inproduet-innovations.ran
investigator's work is both of commercial significance
and of public benefit in making available useful ma
terials, such-as, forexample,Jife saving <4'ugs or medi
cal devices. .Preaervation of these values, however.: re"
quires that the intestiglltor's idells llridworks not be
g~y~n premature .publicdisclosure, " "

The lJ'()IAand theF.APA affe~ttJietiming,ofdis
closure and shouldbe ,j,nterpretElllin'a fashiontopro
teet both the investigator 'sand thepublicinterest, Such

4,
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an interpretation . is consistent with sound public
policy, with Congressional intent, and with Constitu
tional directives.

ARGUMENT
,. .... .- -

I. An Investigator's Ideas and Crealive Work Are Valuable

A. To THE INVESTIGATOR BECAUSE:

The advancement; remuneration, professional recog
nition, and personal satisfaction of a scientist depend
uponthe soundness of his ideas and 'the skill with which
the scientist applies them to a research problem. The

, problems selected by applicants in seekiIlgFederat re
search support and the results of the research (in terms
of contribution to science, recognition of the effort as
an original product, being the first to publish the re
search findings, and the like) are thus of substantial
"proprietary" interest to him-and are traditionally
treated in this regard by the scientific community and
by the Federal granting authorities,' regardless of the
locus of research.

B. To SOCIETY AT LARGE FOR THEm CONTRIBUTION TO THE

RESOLUTION OF PROBLEMS OF PUBLIC SIGNIFICANCE

,.,BECAVSE:

1. They illuminate our understanding of human
problems; Federal agencies supportacademic research

'One member rof an NIHiriitial review group (Dr, Walter
Eckhart of the Salk Institute) .eharaeterizedthe importance of an
application toanaPl?licaIlt as follows: the 'l to 5 hours a primary
reviewer may spend studying an application "is done not so much
because of a sense of responsibility Or what the other members may
think of yourpre~~Il.tation, butb~cause one knows that for. the
applicant it'.s a matte,of life or death", Quoted in Wade, "P~er

Review System: How to HandDut Money Fairly", 179 Science
(NoA069) 15S;159 (1973),'

5
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because of public recognition of the contributions such
research may make to the solution of human problems.
For example, the Department of Health, Education,
and Welfare is authorized to "encourage, cooperate
with, and render assistance to other appropriate. pub
lic authorities, scientific institutions, and scientists in
the conduct of, and [to] promote the coordination of
research, investigations, experiments, demonstrations,
and studies relating to the causeadiagncsis, treatment,
control and prevention of physical and mental diseases
and impairments of man ...'" 42 U.S.C. § 241.Speci
fleally, theJ>cepartment of Health, Education, andW-el
fare is authorized to make "grants-in-aid touniversi
ties, hospitals,laboratories, and other public orprivate
institutions, and to individuals for such research proj
ects .." 42 U.S.C. § 241 (G).

The recognized preeminence of the United States in
the field of. biomedical research; the scientific eapabili
tiesof modern medicine, the advances madeinalleviat
ing or ameliorating previously devastating' disease
problems testify to the success of this approach; The
continual increase in appropriations for the programs
of the National Institutes of Health,' testify to the
Congressionaland public support of this as .anappro-
priatepublie policy. .

2. They are a source of innovations resulting in use-
ful products.

"From 1969 through the fall of 1974 estimates of
the Department show that the intellectual property

'rights .to 329 innovations either generated, en-

'NIH appropriations have increased from $34.8 million in 1950
to over $2.5 billion in 1977. Basic. Data Relating to the National
Institutes of Health, DHEW Publication No. (NIH) 77-1261,1977,
Table 12.

6
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hanced.iorcorroborated in the performance of De
partment [of Health Education and Welfare]-'.
funded research were under control of university
patent-management offices, .. " ,

'I'hesc'<innovations vineludcd drugs ~nd therapeutic
agents which promise great benefit in improving health
and improving the quality of life of mankind.

n.: An Invesligalor's Ideas; Properly DevelopEla, Ollen' Are
Transformed liuo'Commercially Valuable Properly. .

It is. clear froirtthepr~cedin'gquotation' that an in
vestigator's ideas. and research efforts often result in
patentable innovations. It should also beapparent that
when this \\,ork has matured from a concept to a pat
ented innovation it is transformed into identifiable "in
tellectual property" and its owner acquires substantial
protection under U.S. patent and property laws. Fur
thermore.an .idea or innovation may be commercially
valuable, even-absent the protections of a patent, Hit
is managedina.manner suitable to acquiring and pre
serving the character of a trade secret.

Patented inn'ovations are. of little direct concerti in
this case because of their protection in law. Ofdirect
and substantial concern to amicus,ho\\,.~ver, are those
inchoate forms of intellectual property represented by
an innovation which maybe patentable; but is not yet
at a stage where it can be patented, and those insights
which may form the basis.fora commercially valuable
trade secret. The possibility o:f,()btaining a patent is
jeopardized and,in somecasesforeelosed, by uncondi-

"Report'of .thePresident 'sBiomedicalReseareh •Panel-Disclo
sure of Research Information, at 15. DHEW Publication.No. (OS)
76-513, June 30, 1976.

7
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tioned disclosure prior to the filing of the patent appli-.
cation. A trade. secret loses its value upon disclosure .to
the public.

Patent laws of. both the United states and foreign
countries aredrafted against the interest .of those par
ties making or permitting publication of their inIlPva~

tion prior to the filing of a patent application. In the
United States, publication. ,of an unpatented invention
initiates a.one-lear statutory period for filing a patent
application on .the innovationor valid patent protec
tipn is precluded. ~n most foreign countries valid pro
teetion is precluded if a patent application had. not
been filed prior to the date on which the information
was first disclosed. . .. ..

Within th~ patent laws, publication has been broadly
defined as any unconditional disclosuf!!by its owner of
information on an innovation. of interest. Forexample,
even a thesis available on the shelves of a, university
library but not necessarily reviewed by any researcher
has been deemed inthe <wntext of the patent laws, to
be a .publication of the innovation disclosed therein.'

m.Exemplion 40f Ihe rOYAls of Crucial Significance in Ihe
Proleclionof 'an blveslig;llor's,Ideas,

'. -',': ":' :r: '. " __ ' ' ' ':. _ _, __ _ "

A',:pREMA'l'URE DISCLO~URE DIMiNISHES AN INVESTIGA.-
'r(jR'S ~hOSKcIN"TRAlJ:i;:..

.. Traditionally, Federal granting .agenf:jieshave .rec
ognized and protected a scientist's proprietary mter-

'Hamilton Laboratories v. Massengill, 111 F. 2d 584, 45 U.S.P.Q.
594( 6th Cir. 1940) ; Indiana General Corp. v. Lockheed Aircraft
Corp., 249 F.SllPP. 809,148U.S.P.Q. 312 (S:D. Cal. 1966); Gul
liksen ~. Halberg, 75 U.S.P.Q.' 252 (Bd. App, 1937); Ex parte
Hershberger, 96U.S.P.Q: 54 (Bd. App, 1952) .
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est in his 'work; Applieationa.submitted forfilnding
and the research protocols they contained have been
withheld from disclosure under the authority ofExc.
emption 4. It wascl"arly re(jognized that making the
preliminary research, research designsund .protoco,ls
public. atthe time ofapplication would violate the.p.ro
prietary rights or applicants and greatly enhance t~e

danger that .theap,plicant's ideas (his stock-in-trade)
will be .appropriated by others, .Another researcher
might modify the original proposal, be awarded the
grant and be the first' to publish findings. thereby n()t
only causing loss-of the research opportunity and grant
to the initial applicant but also crediting thesubse
quent applicant with the idea.

These concer:ns of the. research scientist are very real
and highly important, andp'r~occupythemconstantly.
Theessence of thisconcern was expressed by Dr, James
Dewey Watson, Nobel laureate. and Professor of
Molecular Biology,IIarv~rdUniversity, when he. can
didly said that "~e [scientists] allknow too well that
thetypesofjobs V{.e eventually get are very muchde7
pendent upon how much we produce. There is little
enthusiasm for those who always comeIn second. ss e

Professor Watson, in •observing that i" success .ingen
orating new ideas usually being more .than the simple
combination of native intelligence. and a good measure
of luck':, pointed out that" (a)11 too often science re
sembles playing poker1or very high stakes, where re-

• Watson, "The Sharing ofUnpublishecllnformation," second
Frank Nelson Doubleday Lecture for 1973-74,at.theNationaIMu
seum of History and Technology, January 29, 1974, prepared re
marks at 4.
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vsaling one's hands prematurely. makes sense only
when you have all. the low cards. " ,

•'I'hispolicy .of govermnental protection of a. scien
tist's ideas was challenged by the Washington Re
search. Project,' Inc. when denied' access to research
protocols funded by the National Institutes of Mental
Health•.ic .The court concluded, in denying the use of
the "trade secrets" exemption, that' . .

":rUs clear enough that a noncommercialscien
tist's researchdesign isnot)iterallr a trade secret
or item of commereial information, for it defies
commonsense tOJ?retend that the. scientist is en
gaged in trade or commerce, This is not to say
that the scientist may not have a preference for
or an interest in nondisclosure of .this research
design, (lnly thatit is not of'trade orcommereial
. t t "nIII er~s. '.....'

While the court allowed, if! a footnote, thatit might
have reached a different result had there been a demon
stration of theeommereial character of the research
projects at issue,'amiM~scontendsthat this overly nar
row reading of Exemption 4 focuses .unduly on-the
nature and organizational.locus ofthe submitter rath-

«t« at 3.

"Washingt~n Research Project,II)c, v .. W:einberger, 504 F.2d
238 (D.C. Cir.)974), eeri, denied, 4~1 U,S. 963(1975):

,.,' .". ,"., .. ';,,;.c· "',

n 504 F.2d at 241. The Court, in.riJj~ctingthe "stock,in.trade"
contention, did nottake eognizaneeof the. very extensive activities
of many. colleges and universities in .lieensing their inventions for
commercial development. For example, the [University] of Wis
consin Alumni Research Foundation has, over a 51 year period,
licensed inventions resulting in n,eady$2 billion in sales and the
return of substantial royalties utilized for university research.
Hearings on the Business Record Exemption of the Freedom of
Information Act before a Subcommittee of the House Committee
on Government Operations, 95th Cong., 1st Sess. (1977), at 321.

10
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errthan.vthe character of the information and the
interests at stake. Certainly an argument can be made
that protecti?n,1,lnder la)\', Of theintellectual property
of. investigators employed, at 1J.niversities ,alld oth~r

nOnPFofHinstitutionsought to, be equal to that pro
tection accorded commerci~l firms. If Exemption 4 wer~
considered to cover the information protectable.under
18U.S.C. § 1905, its~eIIls clear that universities

. and nonprofit organizations would as a minimum oc-
cupy a positionequal ,ti:rc0llimercililconcetIls under
ROIA andFACA, sinc,e the protection anticipated by ,
18 U.S.C. ,§.l905 clearly extends to non-commercial
organizations aswell.as, to .commereial enterprises.
Further, such an approach would assure more predict
able protection because 18·U;S.0. §1905 contains a
deflnitiveidentifieation oj' proprietary information and
because Government officials would earefullyndhere
to this definition, due to the penalties prescribed.

In.the view of RepresentativeJohnE, Moss, known
as the "Father of'FOIA,"iLwas the Congressional
intent that there be a 'close identification of 18 U.S;C.
§.1905 and Exemption 4. 'In a summary ofa November
10,1975, meeting on FOIA with Representative Barry
Goldwater, Jr.,:

"Mr.l\1:oss indicated that, as all original author of
the Preedom of 'Information Act,it was his intent
and understanding that exemption (b) (4) would
authorize the, withholding from disclosure under
thatAct of allrconfldential information' protected
by 18 U. 8.C.1905 in the criminal code:',He further
indicated that 18 U.S.C. 1905 was not intended as
the authority to withhold such information under
the' Freedom of Information Act, but rather. it
was to be the test for what information was author
ized to be-withheld under the authority in exemp-

11
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tion (b)(4).IIe expressed disappointment that
recent court holdings. have not correctly interpreted
this connection and often have held to the-con
trary that 18 U.S.C. 1905 information is not neces
sarily protected under (b) (4), based on the adop
tion by the courts of various other tests for exemp
tiOI:1 (b )(4) coverage. ''''

B. PREMATURE DISOLOSURE DESTllOYS THE TRADE SE~

ORET VALUE AND POTENTIAL PATENTABILITY OF

INNOVATIONS.

Notwithstanding the decision in Was.hington Re
search Project, and assuming arguendo that it cor"
rectly states the law with respect to funded appliea
tions whereno specific showing of a commercial in- .
terest is made, there remains a basic and difficult
problem regarding thetreatment.of inchoate intellee
tual property resulting, from judicial interpretations
of Exemption 4imd the administrative difficulties of
agency compliance•

.'To theextent that FOIA requirils disclosure. prior
to the funding of .research projects, it.Is unrealistic
to expect that investigators or their institutions would
be ableJtoprotilcttheirintellectualpropilrty rights
by filing a patent. application at this early stage of
investigation, The clinical or other corroborating data
necessary to support a patent claim would obviously
be lacking. The filing of. a patent application. without
such data, if possible at all,would be based on the
uneconomic, 'speculative basis of possible future find
ings. The unfunded investigatorwitha researehpro
posal before the Government.would be foreclosed from

~2121 c()'!g. R~e.,'Il12379 (Dee. n, 1975). The full ~ummary
of the Nov. 10, 1975, meeting is attached as Appendix A.. '.

·12
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the protection of his innovative ideas as-trade secrets
under the common law to the extent that disclosure
is required under FOIA."

,FOIA would appear to require that unfunded re
search proposals be reviewed on an individual case
basis as to whether they are exempt from disclosure
under Exemption 4. However, it, is difficult (if not
impossible) to determine at the design phase of an
experiment whether and to what extent it is exempt
from disclosure under this authority. As to those por
tions that might be deemed exempt under Exemption
4, at that stage it is even more difficult to segregate
data of potential commercial significance from those
that do not have this value. In fact, the experiment
itself, if funded, is conducted to answer these ques
tions. This administrative quagmire demonstrates the
practical diffieultyof providing adequate protection
for unfunded research proposals under the FOIA.

This difficulty is compounded byc(nirtihterpreta~
tions of Exemption 4. The decision from 'the leading
case onthisexemption(Nlitiona~ Parks and Conser
vation Association v. Morton, 498F.2d765 (DoC. Cir.
1974)) states that the exemption applies if it can be
shown that disclosure was likely either,first, to impair
the Government's ability to obtain necessary infor-

i3·In·· other-"cirtmmsfances,'an--applicatiori for'governmental as
sistance does not constitute-a waiver 'of an innovator '8 claim to pro
tection from disclosure of:~, trade .seeret. See, e.g.,.I(ewanee Oil
Co. v. Bieron Corp., 416 U.S. 470 (1970) (the enactment of the
U.S. patent laws do not deprive States of their ability to protect
trade secrets}; Sears v.Gottschalk, 357 F. Supp.1327 (E.D. Va.
1973), aff'd. 502 F. 2d. 122 (4th Cir. 1974) (patent applications
denied patent protection are nevertheless protected .from disclo
sure under the FOIA by Exemption 4 as trade secrets).

13



mation, or second, to cause substantial harm to aCOIIlc
petitiveposition of a person providing the information.
The standard was furfher-restrictedin-Perses.v. Staats
(501 F.2d 887 (1974)) where the court refused to
accept a Government assurance of nondisclosure cone
tained in a regulation requiring information. A cor
poration'sreliance onthisassufance, and the filing of
the information conditioned on confidentiality" were
not considered determinative and the, court remanded
the case for .disposition in accordanoewiththetest of
the National Parks case noted above. Consequently,
a pledge of confid~ntialio/ by- the Government, in and
of itself, maynot:pr~vent,disclosllr~, .

Further, Title 18U.S.C. §'1905 appears to be given
little effect in Freedom of Information Act suits. This
statute, when applicable, imposes criminal penalties
on Government officials who disclose proprietary inc
formation in the possession of the Government-TtIs
a deterrent to unauthorized disclosure, although it
takes effect only after the disclosure and the damage
has been suffered by the owner. Title 18 U.S.C. § 1905
contains a general exemption, "unless 'otherwise' pro
videdby law", and-has not been given effectby s(jme.
eourtaIn Freedom of .Information Act suits. Thesll
eourts have interpreted the quotedpassage as permit
ting disclosure under the Freedom of .Information Act,
01.' as the court below, under agency •disclosure .regula
tioIls.T!:J.(lpenalti~s,specified JIl Section 1901\, there
fore, have not been applied to an offi.ci~lw!:J.(jqiscl(jsed
proprietary information in response ,tOil )frlleq()m of
Information request.

Since the Government controls the. preponderance
of the financial resources, now' supporting research at
universities and non-profit organizations, especially

14
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inthe. area of biomedical research, it is clear in prae
ticethata university or nonprofit organizationinvesti
gator seeking Federal support to' verify-his. innova
tive ideas will-not-be. able to protect his inchoate..or
identified intellectual property under the first test of
National' Parks (impairment of government's ability
to obtainmaterial). Tfsusceptability,todisclosure isa
conditionofseeking Federal.funding, investigators will
not bein a position to refuse-to submittherrrescareh
proposals for funding because of the financial leverage
possessed by the Government,

'Even thonglid6mnlercial conMrnsmight, withsome
difficulty, meet thesecond or "substantial harm to a
competitdvopositiont'.tcsf of the National Parks case,
lliliversitiesandnonprofitorganizatiOns wishing, to
control access.fo theirurifunded research-proposals
appear to have an even greaterburden in meeting-this
test' in light of Washiif,'gton Research Project, 'Inc." ,

C. TmJ WITJIJIOLDING OFA RESEARCJI PROPOSAL IS- IN

, ADEquATELY PROVIDED FOR' UNDERPIi.ESENT,;(JASES

(JOVERING TJIE FOTJRTJI"EXEMP'l'ION OF FOI,'\..

•"Ih,otder'to deni'inforrn,iltion,' the'FedefiJ1, atlUririis,L
tra,to~, handling thereqllestmllst apply ,the National
Parks testtothe situation alla'provide'to ,the Depart"
~entPubli~TllforrnatioriOfficer a~ritten primli facie
case for deJ1iaf (The case would need toi,ncludeargli
m~nts,6nl1ow anonprofit~~ganizationcbuldha~ea
co~petitiYe position in order to ?vercomethenegatioh
of such possibility bythe National Parks and W ash
ington Research Project, Lnc., cas\)s:) Before'a'priilia
facie case could-be made-to deny a disclosure request
involvinganidea, .invention.rordiscovery.vaprior 'art

"Supra, n~te 10.
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review. wou~dueed ,tohecortductedirtdicating/that
such an idea, invention; or discovery is in fact-novel
Incompariaontothevprior: art"."If novelty-cannot
be shown, It rseems. clear that the Governmentcould
not prevail ina suit, to show that there Will be "subJ

stantial iharm to'the' owner's .eompetitive position.'
It is worthaskilig'whether'iaFederal administrator,
evenwith the aidi·Of the investigator whose idea is
involved, can show, especiailypriorto the funding ofa
research-proposal, that, such proposal is novel com"
paredtothecprior art. -The 'primary purpose of con
dueting the research-Is to demonstrate that the idea is
indeed novel.

]jvellif th~Federal admini~trator'is'able tomake a
pr'i~a tdciecase~stablishing that, therese~rchpro'l
posal falls .within the fourth exemption, there. is no
guarantee that the Department:publie Information '
Of!icer w,()llld accede to the rec9~ended denial in
lighto~theMflY 5, 1977, in~t~uctions from the Attorney
General to the Agencies of the Executive Branch that

.: " ,', e." ,.,,: :',-,:'i> ','-':' ", ".;

"The government should 'not withhold documents
unless it is important .tothe.pubhc interest' to' do
so, even if there 'is somearguableIegal.basis for
the withholding. ,In or~er to implement this view,
the .Ju.stice Department will. defend Freedom •of
Information Act suits , only when ,disclosure is
demonstrably harmful, even if the documentstech
nically fall within the-exemptions-in the Act." 15

The need toudequately protgcLthese inchollte.or
idclltifiable rights prior t9 Gover~:rnentfunding be
comes more apparent when it is realized that only

"Letter to Heads ofall Federal Departments and Agencies Te:
"Freedom of Information Act': dl\ted¥ay q, 1977, from Griffln
B. Bell, Attorney General, cOPY'llttl\ched as Appendix B.
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approximatelyone-thirdof these.proposalsare in-fact
ultimately funded. Thus, if disclosure of these pro
posalson receipt by the; Govemmentbeeomes the rule
rather than an exception, the. Intellectualproperty in
the.two-thirds of unfunded.. proposals will be forever
destroyed without an offsetting benefit to the submit
ting investigator or thepublic.·A~icu8.belie~esade
quate •safeguards .• for the. protection of·jntellectual
property rights of cinvestigatorswithresearchpro
posalsbefore the Federal Government is a matter. of
basic equity and sound policy/Protection of intellectual
property isaright recognized by the Congress and the
courts in implementing Article I, Section 8, Paragraph
8 of tile Constitution and. theconunov hi)" protection
affordedthos.e who, w.ish.. tomain... t a.in the.ir innovat.. ive
. " ," ',"', ' ',' -. .

ideas as secrets. Moreover, the remarkably productive
partnership between the•.Federal Government and the
non-Federal research community i;;based in part on the
principle ?f prote~tionof the ideas of;;uch investi
gl1t?rs .and is widely COnsidered to .be in the best in-
terests of the American people. . .

IV,· Harm to •the ..Public Interest Results clrom Current. Un
pr&d!ctal>ility.oIPtot&clion Irom.Disclosure;

A.~icus helie¥¢sitis pos~ibletoesiilllate,.ina gen
eral sense, the potential harm that results if protection
of individual intellectual property by. Government
agencies remains in its present state of unpredicta
bility. Amicushas long'been concerned .with the prob
lems of transfer·?f research progress, technology, and
information from the "laboratory bench to the public."

A number of studies have yielded evidence of a clear
link between the need to protect intellectual property
rights and the successful transfer of research innova-

17
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tions.to the 'delivery of health care. In a 1968 report,
"P.roblelll Areas AffectingUsefulness of Results of
Government-Sponsored Research. in Medicinal Chem
is~ry,~' ie the. G;,eneiM .ACC()M~tiIl$ o.flicepoi,\*~ out
that froIIl1962,t?)!j68 tl:leI1e\v~s.ayil'tualiindustry

wideboycotton t:he~X;Ill?~t~ti?nof drug research.leade
generated by research sponsoredby.the National In
stitutes of .Health. This report forcefullycconeludes
that where substantialprivate risk investment is need
ed, such. as that. ~eq~ire4 f?r premarketclearanee of
potelltialth~rapj'lritigagentsand, Iio,v,.of some classes
of.Illedigaldevice~, there is.an identifiedlikelihood that
transfer will not occur if the entrepreneur is not af
fordedisome prOperty'protection i in • the 'innov1l. tion
offered for development..

Since 1968thel'e have been specific, efforts through
the i patent program of. the Department of Health,
Education; andWelfare to close .the recognized gap
between the discoveries made under research support
and the wilHngnessofprivate industrial developers to
invest the funds necessary .to. deliver the innovations
to the market place. The main thrust of the Depart
ment's patentpolicy has been to assure that ..the inno
vating group has the right .to ~onveywhatever in
tellectual. pr?p~rty .rights •.·are; necessary for possible
licensingoUndllstrialde"elojJer,s. No~ all transfer~ of
potentially mar~etablj'l innovations from .such qWaIli
zations require an/exchaIwe qfintellectualproperty
rights injl:leinnov~tion,.l:lUtit isunpredigtllble in
which. transfers. eIl~r~jJreIl~urs.will .demand an ex
change 'tognarante~ fp·eir collaborative aid.'

16 GAO.Report NOiB.164031 (2J, 1968..

18



1194

,," During the period from 19694974, ,44nonexclu
sive and ,78 exclusive licenseshadbeen negotiated
under..thepatent.applieations filed through tbese

, university; pa telltcfW\IJ.,;lgelllelltpfficfls., ,According
to the figur~s :t'urnish~d by the Department; the
122licenses negotiated have gener~ted investments

'6:t'around '$100 inilliono:t'Privat6 rtsk capital, in
complete contrast to the 'period 1962 to 1968, dur

,ing"whichtherfi wasnlmost-no.tindustry. interest
in .researchleadsof Dcpartment-funded.resoareh.

.Tn the. period, 19q9 t() 1974,h,,0 lieenses resulted
'in the marketing qf twodrllg~,whilea numbe~ ,?f
other .1icepE;escO"(lr potentialtherap~utic .agents
in various stages' of pre-market elearancevThis
record is even' .more oimpressive.dn view of the
:fairly lengthy period required to obtain approval
to market a new drug."" '-J

In the above eontoxt, it is apparent.that thecexist
enceof alicenaable Patent right maybe-a primary fae
tor-inthesueecssful transfer -of.auniversity. innova
tiontoIndustry and the marketplace: Amicus is eon
eernedthat·the:t'ailure.tO·IJ:llotectanddefine'suchrights
may fatally affect the' transfer of .major healthinno
vations.

Fori thi~dfeasotl, amicus l§'~eri?usiYcl()ncerrted
about the unpredieta?ility"of G()Vernln~Dtpr~teetion
for intellectual property".,rig~ts:becalls~ ••.0L theuncon~
trolledand unconditioned disclosure of research, infor
mation '. under'curreIlfG()urt iilterpr~tati()nof 'F~IA.
This state of affairs isiikelytostifI~illdustry int~~est
ill. developiIlg,pot6ntially". ilIlPort~nt research innova,
tions. Withoutilld~stryinvolvem~nt,the't~~nsfer 'o:t'
research findings to cliniblilpractice will be impeded:

"Report of the President's Biomedical Research Panel, 'supra
note 6 at 15.
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In the judgment of amicus;'there are strong reasons
to conclude ,that the .interfaceibetween. research and
health.caredelivery, an area of .vital. national interest,
is likely to be impaired unless adequate, protection

, - - ,,' .. ~._ ",' ..'." ...... -.'/ ',','''.'.. ...".... " , .. -.'" '.._,; .. - .. c__ ,' ",' ,_ " .. '_ .. .- ,' .... ,' ..

is provided-for intellectual property rights oUnvesti-,
ga.t()l's whose,research.is conductedwith Federal finan
cialaupport. "

V. Th!l,FOIAMustBe. i;{t"rpret~d Consistent WilhRelevant
c:onstituliona! and Statutory Provisions 'and with ,the PubHc
Interest'

T,he F~eedom ~f Inf{);mation Act contains no ,pro
';isionfQr,. according s~bmi}ters()f intprmation., due
pr,ocess of Iaw in an;y decision t,o disclose information
ofvalue to the submitters. No~ does .the Act contain
a.provisionto compensate the submittedpOhe value
ofinformation destroyed b~ its discl,osut.e tQthepu?
lie, As.asserted.above, theJ-,esIllt of disclosurais Agen
eralharrnto.the long range publicinterest, Thesqcon:
siderations ariue,jforcefully }hlltthe Congress never'
intended a, sU~JniHeJ:" of "information to. PE) ,disposE)'1sed
of valuable property byoperation oU~e FOI.i\:, In
stead, Congress intended, as stated by Mr. Moss, that
Exemption 4 would preserve the confidentiality of such
valuable information and that it would be read in con
[unction with SectiQI],1905 of ,Title 18; A contrary
reading of Exemptiond has the effectof,sup'YertiIig
the (J0llstitutionAllllandatethatCongress pro~ote the
useful, arts, ArticleI",Section,8; .Paragraph 8" arid
",ouid be violative of the clea~lllandateoftheFi:tth
Amendment of the Constitution prohibiting-the depri
vation.of property without due-process of law.•,These
considerations in turn lead to the' conclusion that Ex
emption 4 constitutes a lllaIldatQrr Prohibition against
the disclosure by government agencies of information
described therein and in Section 1905 of Title 18.

20
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CONCLUSION

It is the position of amicustlilit the public interest is
served' by a governmental-poliey which' accords aM·:
qiiatereeognition tqthe concept that the research in
vestigator'sideas are valuable and' cOIlstituteacttiaIo~
inchoate intellectual property. Untimely disclosure or
unrestricted access to materials contained in research:
grant applicatiolls tl1rou~htheope~lltionofthe FOIA
will result Tn the destruction of valuablepropedy
rights, will undermine the effectiveness of the system
for awarding grant~ on. the basis of scientific merit,
and will inhibit and in some casespreclude the trans
ferpf tecbllolqgyfrom the "laboratory to the patient
b~d." These conclusiQns.are supported by •and reflected
in the recommendations of two independent Congres
sionally commissioned studies of the implication of dis
closure of illformation contained in research protocol~;
researchhypotheses, and research designsobtained by
the Secretary of HealthEducation and Welfare in con
nection with applications Or proposals submitted to the
Secretary for a grant, fellowship' or contract under
the Public Health Service Act." .

18E~port of the Presidents Biomedieal-Researeh Panel-s-Dis
closure of :Research Information, DHEW Publication No. (OS)
76-513, June 30, 1976. .

.~isci()sure. of Resear~b. ,Informati6ri hnderthe' Free~ori..of. In.
formation Act~The National' Commission for the Protectionrof
Firiman ShbjectsofBiomedical andBehavioralResearch, DHEW
Pu.blicationNo.(OS) 77-0Q3, .1977.

.While each <if these reports conclude that new legislation 'will be
required to assure these objectives, amicus contends that they will
be apllieved through a proper constructionof Exemption.40f the
ForA and 1,8 U.S.C. § 1905, by this Court.
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L Consequently.iwe conclude and urge this Court
to hold that Exemption 4 of the FOIAmust be inter
preted as a mandatory prohibitionof agency action to
disclose information described therein or in Section
1905 of Title 18.

2.,AmiiJ'!tsstl'ongly supports petitioner's eonten
tion that 5 U.S.C.§301d,o~s not constitute authoriza
tion by law within 18 U.S.C. § 1905 for disclosure of
private, confidential business information; This co;tJ.c
elusion, is essential to prevent the evisceration of Ex
emption 4. Finally it is consistent with sound public
policy to provide protection to information submitted
to the Government by universities and nonprofit or
ganizations on an equal footing with information sub
mitted by commercial concerns.

. 3. Amicus further supports the petitioner's con
tention that persons supplying information believed to
fall within the Exemption or the protection of 18
U.S.C. § 1905 are entitled to a trial de novo prior to
disclosure of such information by the Govermnent.
Amicu.s believes that the Government's unilateral
ability to release privately owned intellectual property,
inchoate or identifiably patentable subject matter, or
information protectable at common law as secret, is
constitutionally suspect as a disposition of property
without due process of law and thus requires adequate
opportunity for the submitter to enjoin such release
before irreparable damage occurs.
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... Fot theforegoing reasons, the decision of the circuit
court should be reversed.

"R~spe~tfUlly· submitted,

JOSEPH A. KEYES, Jft.
Attorney for. 'L1mi~u:squriae
Suitl3 ,200. One Dupont Circle,N.W.
Washingtp~, D.O. 20036

J une 5, 1978



APPENDIX A

CONGRESSIONAL RECORD-HOUSE

December 11, 197,5 ' ' . H 12379
' .. ,! -- ,', ,'" - >:,- - -'-",- '. " : ,,-,,:- - - - .,.. " -;

Swnmaiy 01 Me"ling 01 R"presl\n1alive Jphn E. MosS ",Uh
RepresenialiveBarryM. Goldwaler. Jr.. on IheFreedom 01

. .iI,jjoimiillon Act. Nov;lO; 1975

1. We agre~d thatin~ extremely important and in.th~
national interest that ERDA have the full cooperation and
partieipation of' the' private sector, particularlYi.A.Irterican
industrYi'intlie conduct of the national energy R&D effort,
This cooperation and participation is essential to ensure
the success of the national effort, byprovidi~gERDA
access 'to existing technology arid' access to past, present
and futureauccesseaund failures in the private sector's
energy R&D activities in order to most effectively manage
the national-effort," '

2. We agreed that any lack of predi~tableiprote(ltio~ .?f
the private sector 's propri~taryintormationunder the ex
isting Freedom. of 'Information Act -;exemption from iman
datorydisclos~re for, such i~fdrmatidn (5D,S.C. 552fb)
(4) ) could seriously inhibit private sector cooperation and
participation with ERDA to the detriment iof the national
,~nergyres.earchanddem(mstrationprograIIl.

i (M;. ,Moss aC~'HO~I~~g(ld",Mr. GOld\Vate~'~ i conclu~i~~;
base.don anindependent staff)egal analysis, thau.protee
tion under exemption (b) (4)i~nei~her predictable nor.ade-

:'" '. ' " " ',_','". ; - ",..1· ': ,_ ".' ._" , ~ .; _/ ..'. - ',' _. , _',_ .. .. . . _.' _,

qlla,~~~~cause of recent cQurt)n,t(jrpre,~a~~onsof the. e!F~
emption.

4. Mr. Moss indicated that, as an original author ofithe
Fre~dom of Information Act,. it was his intent l!,Ildunder
standing-that exemption (b) (4) w?uld'authorize the with
holding from disclosure under that Act of all "confidential
information"protected.by ,l8D.S.C. 1905 ill th~icTiinirt~l
code, He' further' indicated that 18 U.SJ:J.1905 was not
intendedastheauthbrity to withhold' suchillformation

Ill,
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under the Freedom of Information Act, but rather it was
to be thetestfor what Information was authorized to be
withheld under the author-ity in exemption (b) (4). He ex
pressed disappointment that recent eourt-holdings have not
correctly interpreted this conn~~tion an~. oftenhaveheld
to the contrary that IS U.S.C.J905information is. not
necessarily protectedunder (b)(4),llase4on the adoption
by the courts of various other tests for ex~mption (b)(4)
coverage.

5. Mr. .Moss indicated that exemption (b) (3), n.sp()cific
ally exempted from disclosure by statute" could beutilized
to create anarrow statutory exemption in other statutes
whereCongress concludedthat there was a legitimate na
tional interest to be ej'fectuatedbywithJ1()ldingaclass .of
information. In 80 concluding, Congress must strike a rea
sonable and acceptable halancebetween·that national in
terest and the national interest in public access to .Federal
government information effectuated by th~ Freedom of In-
formation Act.· . . .'

6. We agreed th~t,inlight oftk~'apparentstateof un
predictability of protection for. proprietary information
under exemption (b) (4) and the need for ERDA to provide
such predietable. protection in order.vto. ensure. the full
cooperation and participation of t!)eprivatesector, Con,
gress. ~ould conclude that there was. a legitimllte national
interestinERQA'~~avingthespecific authorit~ topr:dict
ably protect proprietary inf'orrnatiori; Further; Congress
c?tlldstrike a reas?nable 'and, ~ccerJtabj~ balance of that
national interest and the national interest in freedom of
information and create a (b) (3) exemption for ERDA£{}r
that-purpose,

" -
7..' .F'inally.. ,\ we reviewed a draft. of.aprovision: to author

ize .such a(b )(3) exemption fo,ERDA.. Mr. Moss did not
COmI)1(',nt on the specific Ianguage, but did indicate thatin
concept the approach of the provision was acceptable-and
in accordance with.fhe preceding discussion and, further;

213.
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that he did not object to'it.Suosequently, he indicatedthat
thespecifie.Ianguage could be improved, but again, that he
had no fundamental objection to the approach represented
by the draft provision. Thestatutory test for the class of
information, consi~tentwith basic FOIA principles, would,
of course-besubject tojudicial reviewunder Current, FOIA
procedure.

;.:}j" ~

JOiIN E.Moss,
BAtt!iYiiM. GOLDWATER, "JR.

3a

8. Mr. Moss emphasized that thevproposed statutory
language provides no authority to withhold information
from Congress, or, any committee or subcommittee of Con
gress. He also stated his belief that any Member .of COn7
~ress should be able, to have liCCess, to such information,

c·9.We agree that the abovesummary.aeeurately reflects
the substance of p]1rmeeting.

Signed,
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Letter' dated 5/5/71

O,FFICE pF,rHE ATTORNEY GENERAL
WASHINGT91<,D.p, 205&0,

"LETTER To'HEADS 6lfAt,L'FEDERAL DEPARTMENTS'

AND AGENCIES

Re: Freedom. ofInfiNmation Aat

IaIIl W1'iting in a matterof great mutual concern to 'seek
your cooperation.

Freedciiri of Information Act ',Iftigatl~~ has,IIlcreas~diK
recentyears to the point where there ar~ over '600 icases
now pending in federal courtsVTheactiialcases represent
only the "tip of the iceberg" and reflect all)~ch larger
volume of adminiatrative disputes over access to docu
I!1ept~.,I .am.convincedfhat we should jointly seek to re
duce these disputes through concerted action to impress
upon all levels of government the requirements, and the
spirit, of the Freedom of Information Act. The govern
ment should not withhold documents unless it is important
to the public interest to do so, even if there is some argu
able legal basis for the withholding. In order to implement
this view,1 the Justice Department will defend Freedom of
Information Act suits only when disclosure is demonstra
bly harmful, even if the documents technically fall within
the exemptions in the Act. Let me assure you that we will
certainly counsel and consult with your personnel in making
the decision whether to defend. To perform our job ade
quately, however, we need full access to documents that
you desire to withhold, as well as the earliest possible re
sponse to our information requests. In the past, we have
often filed answers in court without having an adequate
exchange with the agencies over the reasons and necessity
for the withholding. I hope that this will not occur in the
future.

APPENDIXB

4a



· Inadditiontosettingthese guidelines, I have requested
Barbara AlleuBabeock, iAssistant Attorney General for
the CivilDivision, to conduct a review of all pending Free'
domof Information Act litigation being handled by the
Division. Onllresult.()f that .. review.jnay he to %tel"'lIline
that litigation against .)'our age'nc;v.sh())lldn<1.longer. be
continued and that information previously withheld should'
be released. IIi that event, I request that you ensure that
your peqonnel work cooperatively with the Civil Division
to bring the Iitigation to an end.

',', '-' " i; '"

;,.iPlease referto 28 CFR 50.9 and accompanying March 9,
1976 memorandum from the Deputy Attorney General.
These documents remain in effect, but the following new
and additional elements are hereby prescribed:

/

In determining whether a suit against an agency under
the Act challenging its deniel of access to requested rec
ords merits defense, consideration shall be given to fonr
criteria:

(a) Whether the agency's denial seems to have a sub
stantial legal basis,

(b) Whether defense of the agency's denial involves
an acceptable risk of adverse impact on other
agencies,

(c) Whether there is a sufficient prospect of actual
harm to legitimate public or private interests if
access to the requested records were to be granted
to justify the defense of the suit, and

(d) Whether there is sufficient information about the
controversy to support a reasonable judgment
that the agency's denial merits defense under the
three preceding criteria.

The criteria set forth above shall be considered both by
the Freedom of Information Committee and by the litigat
ing divisions. The Committee shall, so far as practical,

5a
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employ such icriteria in its consultations . with agencies
prior to litigation and in its review of complaints there
after. The litigating divisions shall promptlyrand inde
pendently consider these factors as to each suit filed.

Together r hope that we can enh~nce the spirit, appear
ance 'and reality ofopen •government;

6a

/s/

Yours sincerely,

GRIFFI": BELL
Griffin B. Bell
Attorney General



On behalf of the American Eouncll on 'Education, an association representing
1,490 co.I leges , un l've r-sl t l e s , andeducatlon.organizations, I would like to reaffirm
our endorsement of testimony 'del l ve re dtby Vi.ce President Jones of MIT before
your subcommittee on May 23 and~oconvey our views concerning the awarding of
patent ri ghts deve loped by colleges and uni vet-s i ties in the performance of
federally funded research.

AMERICAN COUNCIL ON EDUCATION
ONE DUPONT CIRCL.E

WASHINGTON, D. C 200311

o .... ,co: 0" G~"'O:I":"".Nl:.~~ R.I.~':'OH.

The HOI1Q~ab 1e G~X Iord Ne1son
Chalrm~n, Subcommittee onM(l~opoly

and Antlco.mpetitlve Activities
Select Committee on Small Business
Un Ited States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

M,ay2S, 1976

Colleges and universities unanimously support legislation that would permit
contractors to retain exclusive rights to inventions subject to e nonexclusive,
nontransferable, irrevocable paid up license in the government. ~Ie firmly
believe that such uniform regulations will best achieve a policy of making
inventions available to the public. We urge your support of such legislation. In
the absence of support for this proposal the higher education community strongly
favors the maintenance of the existing federal policy permitting diverse policies
wl t.h ln the various federal agencies rather than vesting patent rights in the
government or establishing a policy of deferred determinations.

The process of education at most colleges and universities embraces the
conduct of basic research which mayor may not develop a patentable item. The
occurrence of an Invention during the course of the research is virtually always
incidental to the main objectives of the research agreement and only in rare
Instances provides ttnencta l benefits. An invention, when it occurs, Is largely
attributable to the personal creativity of the investigator buttressed by his
years of professional training and experience, and to the scholarly environment
and research resources provided by the university.

Since such inventions are generally developed in performance of basic research,
they tend to be embryonic in nature and, therefore, usually requi re substantial
investment of private risk capital for the further development necessary to
introduction into the market. Accordingly, if university inventions are to be
used, institutions must seek to l nre res-t industrial concerns who have the commercial
capability the university lacks. Therefore, unless the university has the ability
to grant exclusive licenses, such as those permitted Lnder Institutional Patent
Agreements, it may be unable to attract the necessary risk capital. When the
government retains title, the patents are made available to all comers on a
nonexclusive or even royalty free basis. This is tantamount to "dedication" of
the invention 'to the public. In such cases, a commercial concern may often be
dissuaded from investing the necessary development effort to make the product
or process useful to thejrublle ,

32w635 0 - 78 _ 14



The Honorable Gaylord Nelson

J.2()6

H~Y 25, 1978

Inventions resulting from research sponsored by Federal agencies involve
equities of the governrTlEmt;.the contractor, endthe Inventor." When ~ pa~e~t~~le

invention is made by an inlfestlgator in an academic institution with the help'oF'
Federal funds, rarely, if ever are the Federal funds the sole or even the major
factor contributing to the invention. The insight of the lnve~tlgator._,deri.ved

From his career working in a given field, Is generally PClramo~nt. The:uiiiversit
itself virtually always helps to Finance the laboratorle~·.,'~quip~nt.and:rer~on *',
contributing to the invention. ~

If you have any questions about our position, we would be pleased to
discuss it "lith you or your staff at your convenience.

~
••..• v.e...'"IV~•. \'O" ".. . . ' ,.. .,.»: ,..,fiL,';J/l.....
>~ ,;._----~

'/ ' :,Sheldon ElJi,ot, Ste;n.b~Ch _ '-'
Staff Counsel - - ---

CC: Membe-~s o:f'theSubC:om~rttee
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,AMEI=U,CAN COUNCIL ON EDUCATION
, ' ONE DUPONT CIRCLE ' 

WASHINGTON. D. C. 20030

The Honorable Gaylord; Ne.lscn.c
Chai rman ; ,-~_ub_c9mlllf t tee.-cn .Mon6po1y

and ,Anti ccmpe t i,t;\ve. Act:l vi t lee
Select Comml,t,~ee,91)_,.Small Bus i.nes;,s
Uni ted States Senate
Washington, D.C. 20510

Dear Mr. Chairman:
- -6h beha! r'o.f, 'tli'e; Amer'fcan,Co'~~ 1.1' _.on' -E~uc'a't,ibn;~,:an"'~s's()!=,i_a~ I.on

of over:'1.400 co\Ieg'esJ,'Funiversities, ,an organl~a·t'ion5in hIghe,r educafio,n',
and the assoclatlons listed hereunde'r;" I am forwarding he rewl'th our' -' >..,.j

statement for inclusion in the record of the hearings held on December, ]9-21,
1977 ,bY:,the; SenateSubconmi tteeon Monopoly and An'ticompetiti via Act i viti es
concerning rights to inventions developed under government-f.lnanced research.

Our assoclatio~s,.;enc.!orse;;agovernrnent policy which pennits the
contractor to retain ~'xcl.u.5ive' rights t,o inventions subject to a nonexclusive,
nont r-ansfer-eb Iej..l rrevccaete; pald-upvl.lcense in the government .

. Th~:P'~;~~s,,;;"~d~catibnjt.:~6~t .ccll eqes and universities
embraces the conduct' of'baiic-r~search'Whlchmay. or may not develop a
patentable item. The occurrence of an invention during the course of the
research is virtually always incidental to the main objectives of the
research agreement. An invention, when It occurs, is largely attributable
to the personal creativity of :t:~~,lnve~.tI3_ator,backedup by"his;,ye,a,rs ,of
professional training and expe'rlence , 'and to the sch-olarly'environment and
research resources provid~dby the u~iyersity.

Since such inve'ntiori's'a'r'e,,'gerierally' deve loped .tn pe'rf,o.rni~nce:
of bas i c research, they tend to be embryon Ic In nature and;' therefore'i'
usually requ l re substantial investment of prqvatetr-Lsk-cao l te l for' the
further development necessary ro-f ntroduct ton l n to vthe marke t , Accordii'l'gIYi
if un Ivers t tyinventions areito be, used; tlris t l tut Ions 'musttseek .to'! nte'res tr
lndus t r l a I concerns, who .beve. the . conmerct'al.. cae ab l.Li.tv.rthe: un Ive r-s.l.tv. lacks; ,
Therefore, \:l1!.1ess.tj:le un lver-sltv has the -ab l "ldty to ,gtant excl.us i:ve
1l.censes. .r t "ma,X be , unab l,e:to;.attr.a!=t, ehe necessarv :rcls~, ~cap i t9 J. ' When
the government retains title, the patents are made available to ali comers
en a nonexclusive or even royalty free basis. This is tantamount to
"dedl catlcn" of the invention to the public. In such cases, a commercial
concern wll l not have sufficient incentive to invest In the necessary
development effort to make the product or process useful to the public.



We strong] y support H. R. 8596, the Un i form Feder-e 1,~esea~ch
and Development Utilization Act of 1977, as an enlightened government
pol t cv. We.fjrmlybel.ieve,tpat,the unifo,rmregulatio.ns p rcvl ded .for in
the b l 1J w,i,ll achieve the gove'j-"nment ,goal of,,'making' Invent.lens available
to the public. We u,,r:geyour,,support of:this.bill.

Invent.lens ,reS:lJ,ltipg from research sponsored by, Fede r-al.vaqenc l.es
involve equities of the gove rrurent , the contractor, and the inventor.
When a patentable invention is made by an investigator In an academic
institution with the help of Federal funds, rarely, if ever are the
Federal funds the sale or even the major factor contr~butlng' to the
invention. The insight of the investigator, .de ri ved .f r-cm his career
working in a given field, is generally paramount; Thevunlve rs l t y-Ttse l f
virtuallY always helps to finance the laboratories, equlPmen~,and

personnel contributing to the invention. .,

:janJ~'ry 13, 1978
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The Honorable Gaylord Nelson'>
Page Two

We ',would .be pleased .tc meet .wl.th you or your staff 'tedl scuas
these ls sues further', . -'

,"_,', ,Very. _frlil,'/"j'oufs;':

~
• • . . ~'jJ'iJe: (--:<f~;/7

'/'# '. '.. './ <.'.~.(A.?, "." ., /'£.::Q) '" , >~~Jt.-' t:c,/__

""',.'SheJdOIl Ellio~,S'~inbach
Staff: Counsel. ' " '.

The fo !lowl ng ,.a',~,s.oci~~rons }o-'fn in thi's'..-s_tatemen~,:

American Association of Community and oiJrii()r Col Iege~
Ameri can Asscejat len ,of, Stat!!:, ~o.l.leges .andUl)iye,Fs,i t l es .
Ameri can Coune.I100. :Edu'cat ion'
Association :of Americ.;in Unjve rsl tl es.
Aescct at tonof-Jesuj t Colleges and Unlve r-sl t fes
Nat Ion a 1 Associ at Ion-of Col leqe-end Un lve r-sI ty.' Bus Iness Off lce rs
Nat Ione1 Assocle tlon-of.'l ndependen t CoI leges end-un.tvers i t ies
National Association of State Unive·rsitles and Land-uran rcol Ieces
Nat! onal Catha I I c Educat lona l Assocle t ion, Co1·1 egeand Un tverst tv -Depar-tmen t



STATEMENT

c submitted tc

SUB,COMMITTEE.oN MQNOPOLYAND ANTlCQMPETITIVE,ACTIVITIES
SELECT COMMITTEE ON SMALL BUSINESS

JANUARY 24, 1978

by

American Association ofCommunlty.and JuniorC;::olleg~~
American Association of State Colleges and Uliiversities'"

Am~ri<:an COUflCjJ on Educatlon
Association 'of American" Universities

0., '. !\s.~()ciati()n of~esl.!jt.College~and:ynlversi~ies
National Assodation of College and University Business Officers

.,,' Na¥onal Associa~on_of Independent C?;lleges end Unlversities,,
Natlcrial Association of StateUnlveralties and Land-Grant Colleges

Nationeu. Catholic J~~ucati9nalA,~~q,ci~:ti0r:,,:Coll,egt7aryd Unive_~~!~y Department
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Inventions resulting from fed~rally-1u~d~d research constitute a valuable

national resource. The large amount of federal funds supporting research dictates

the necessity of examining the government's 'pitent policy in order to ensure

that inventive results are being delivered to the public and that the equities of

~ parties;i~~;;lvedar~ -bei~gpr,o':tected. B.~'cau~- of''-~eir-s~cial'+nission,--c61l~ges

and universities have unique patent concerns which warrant a detailed exploration,

particularly with regard to ownership of patent rights developed on campus under

federal contracts and grants.

The federal government sponsors research in universities to expand

the boundaries of existing knowledge in areas or on problems deemed to be in

the public interest or to be related to national goals. Universities are free to

publish research results which are generally made available to all. The right to

publish is normally preserved in the negotiation of grants and contracts, as is

the sponsoring agency's right to receive agreedupon reports.

The generation of inventions is almost never the main objective of

the research condrK2t~C1,viit~;~e~~ral.ag~ncY~unds;'r~thetj:~'JI}verition'generally
.",'... 'i',',-, .

is an incidental "byproduct'l.ofth-e.r~~e~~ch!ic,#Yit'y,':~arg~l}<~ttributableto serendipity

and/or the per~onal.cre.a.'tivity' of' t.heinvestigatbd:iack~d by his 'y.~lifs of p..rofessional
. .C·.: .:', ... :<... ,' ...... ; .- 'C.'..,' ''':,'' "'.",C', 'co .'.

training and e,xperieric,e~~,~d'tothe scJ:J?lar.l~' envitonmen,t ~!1,d .r.esearch::r~soun::es

provided"b}':-the~v~rSity." When paterit~je'discoverie~ octur/th~ e'qGi'ties to

be considered Include those of the inventor, the university, and, very properly;

the sponsors providing financial support for the particular research project most

closely related to the discovery.

When a patentable invention is made by an investigator in an academic

institution with the help of federal funds, rarely, if ever, are the federal funds

the sole or even the major factor contributing to the invention. Beyond the critical



manufacture

.J..I'.J:..J.

contrtbutlon.cf the lnvestlgatcr",·the,~iv~r~tyjtse:lfyirtually alwayshelps to

finance the labor~torie~,;e,quipn:J:~nS.,alldpe:rs.qn,~~l.co_ntributi~g},? an inyen..ti9n~

It also provides a scholarly atmosphere, ~n?,pf~Tn theinf,us}on,o(funcis obtaine.cL,

from nongo~ern,rnTnts()lJrs~s. 1,ccordil"lgly, :ea.c:ll o~t~'T, p!Sl.r,~es,;has a.q1"'imin

equity. ,

A policy w;oi,ch,assigns paterrtrlghts to the government for.all ,fede~al'y

supported res~.arch~,~()~e.ver:large ors~<'H ~he federal"contribution',-eHminates.

the llW,v.~fsities': ,abili,ty to..r~c'pgni:Z;T ;the equi~iesof, other ~PCl~~~.r§.,whCl c(),tlt,ri,b";lte~

to the disco;V~,ry o~the il1,,-e!lB~n~;~ell}ls thec;ontri,blJti9ns,?f t~e ins'ti:t:l!;tions

themselves.

S,i,nc~ i~ven~o~~ resu1tirlg.fr~m resear<:~ ..~p:~n~or~~by f~~~ral agen~ies

involve equities of the government, the contractor (on his own behalf or as the

result of inte.r?,~?~lel1 fun~;.~~~ive.d;.~rClrn ,other th~.ft:;d,e~~ agen9',:,s?ur,ce~i~'

and the inventor, many factors must be considered making a decision as ttl..')' '.-'. ' ",---. "" ' '"", '"''''

where the P,riJ"!lClry, rtght ill.~.ll~ Inventions shollid be ~ested. In p:t~king that d~cision

only ,~c.0nsideration should bepar~ount, and that is i~ whose hands will the

vestiture of pr~mary rights, ,serve to most ,~uick1y.afldec()nom,ically transf~,r tl1e
invention technology to:.the ~~blic for, ,~~s use and,benefit.

Education~,il'l~?tutions ar~",,:?fcourse, not organized either

or produce and market a patentable invention. Accordingly, if university-generated

inventions are to be used, such institutions must seek to interest theseIn the Incustrlal

world who have the commercial capability for invention development and also,
(.~

very importantly, market development, which the university lacks. This is often
"'< i,:"""

a difficult task, since few inventions coming out of university research offer readily,

recognizable prospects of a large market or a high return on investme~t. University

based Inventlcns, since they most often correlate with the results of fundamental'
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research, tend to be,at best, in' tl1e'ear1y stages 6f developmerit~'andtherefore

require the investment of substantial' private 'fisk' capital to' develop the: invention'

to the appropriate statefor introduction'into'the"market.

At thesame' time, unlversltles ar~ 10 a uriiqtie'positfon't'o objectively

seek the best qualified Industrial developer and under appropriate licensing arr-ange

ments monitor the dili'gence'of developmental efforts'by such adeveloper.'lt

universities canilotfurnish, if appropriate, an exclusive" license todevelopers

for a limited peribciarid thereby 'secure' the investment o:fne'cessa:ryC:aPital; iiweritlons

resulting from government contracts are less likely 'to be developed to the pOint'

of marketability, and thus the public is less likely to. receive the benefits from

such inventions,'or at least maynot're'c~vethem as'qclckiy as otherWis~ would

be the case.

When'the right to seek patents resides in uriiversities, appropria~~

patent applicati~nscan be filed promptly and'negotiations\rt:.mediately commenced

with prospective develcpertlcensees, with the active assistance of the inventor.

When this right does not exist at the time of contracting, but must awalt a determlnatlon

after the inventi~n has been identified, s~:t~tia1 time is usually required to

prepare the necessary documentation for the sponsoring agency and for 'the agency
i, "", ,"',"', ':,", ,,":" ,

to make a determination. While awaiting the outcome of such administrative

process, the invention lies dormant, with the attendant risks thatthe inventor's

interest in assisting in the development becomes attenuated and that intervening,

rights of others may foreclose successful transfer of the invention to the public.

Since deadlines for d~mestic and f~~~ign pat~nt'~p~lications are affe~'~d

by publication of patentable ideas in sdentific journals, delays in determining

the disposition of rights to an invention can result either Indelay of publication

of research results or risk of expiration of the time limit in which patent applications

can be filed. Neither choice is beneficial to the public interest.



Although the :university's primary, motivationin filing and prosecuting

applications, fol' patents is 'the tlmelypromotlon 'of,actual .avellablllty cf new' products

or processes to the genera! public, if, in .the course of such:transfer, income to

support further' research, at the institution,can be .generatedr. the publicbenefits

a second time.

The public 'obtains the. benefit of universitygeneratedpatents through

the efforts of those' sponsoring agencies which offer adequate inducement to

those who can bring the fruits of basic research into a form. useful to' the-consuming

public, .Mere exclualvity in patent. rights does not ipso facto create artificially

high prices for related products and royalties generally represent only a very

small fraction of, the retail price, of marketed goods." Moreover, one-must face

the inescapable conclusion that ,the development of inventions, under a reasonable:

government patent policywlll beneflt.the public by making available products

that would.otherwise not have been available at any price.

WithOOt,exclusivity to some degree, private sources; are. unlikely to

have suffide[Jt incentive to lnvest In the effort necessery tc.. develop an invention

available to alllnto a product or process actually available to the public. Indeed,

the Investmerrt.requlred-tc bring a ,product or process to a-marketable, condition

and to introduce it into the-market is almost always far greater than the lnvestment.e

in original research from which the Invention results.

To bring an invention to public use, further deveopment Or engineering

usually is required, such as testing.or "screening" a prototype of the new product

or prccesso-Befcre the ,efforts and expenses incident tctesung-cr screening-are

undertaken, investors need to know'who has the title to or ownership of the invention

It.e., the right secured to inventors and-their assignees or licensees,' for limited

times, as provided in the.Constituticnk-
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SOmetimes prospect!yeo-licensees:have refused .tc -undertakethe testing,

screening: ordevetcpment of Inventions unless the -llcenscr would _grant arr'excluslve

license for commerica1 sale-or user-In some cases, no viable.alternativebesbeen.

available and,Jnthe ebsence.of.an exclusive Ilcenses.the-uee of,.the prcductaprccess . .

or machine has been denied to the public.

Universities usually.de-netpossess the resources; critical ta:c1Uties;

or controls neceeeerytc'brtng drug-products, for example, through.tbe-ctlnical

testing stages-to'marketability.-iThus, ItIs Imperative.thet they-be-ln e.pcslttcn

. to supply an Incentive under appropriate licensing arrangements to those organizations;

which have those facilities andccntrcl capabllltfes;-

Since .gcverrenenepersconerwcctc not be as' intini"ate1yfamiliar" with

an lnverrticnaa those that have developed It Ine uruverslty.itheywould be in a :'::i

much less favorable postncn.ecascertain or pursue'the'J'commercialmarketabillty

of such an invention and It is fearec:t:that:tl:ie tirrie.thet would have to be invested'

in such activity could well' cause a stgruncantrecucetcn.tnanvennon disclosures

from university .researcherspwlth a consequent 'reduction In',public access-to potential

fruits of research,

:TIitis"the,primary-result of the eccnomlc-stlmull: afforded:by:a-reallstic

Ilcenslng-pcllcyIs a public benefit 'the production and introduction cfa 'good or 

service that otherwise might not becomeavaHablelnthe:contextof'our free

enterprise.system,

Under thepolicles of:some' governmental' agencies, -the agency, 'on,',

behalf of the .gcvemmenr, normally esseets-lts rights to cwnershlp cr any 'Inventions

and patents generated.In 'the course ofresearChsponsored,ail.d~fiJndedby,the 'agency

but does have regulations under which .sucbrtght-cen bewafved to the' contractor

or grantee. If an Institution desires to acquire 'title.tca particular.Irwenttcn;

it must request a waiver in accordance with the regulations of such agency. The

granting of a waiver generally depends on a determInation by the agency, based

upon evidence submitted by the contractor or grantee, that the invention will

be more adequately and quicldy developed in the public interest if title to the
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invention is waived to the contractor of grantee. Such waivers are given with
'c.." .'. " ..

a reservation of a license to the governro:eot to Practice the invention for governmental

purposes and-with other provisions wrucl,:adequately,prot~ the public Interest.

An alternative to the "walvervepprcactr.ls the "lnstltutlon Patent

Agreement" approach, available since 1978. 1 This approach, endorsed by a 1968

GAO Report? permits the grantee institution to retain tltle endtc.acmlnistee-

the prindpal ownership rights in inventions made under department grants and .

awards, clearly defines the rights of the parties with respect to such inventions,

and sets fo~th ,gen~,ral'guid~pries gQv.~,<~ri~·'t,~e',~if~nsin~:of,iryven,~ori~. )t ~rlclu.d~.s

Ilmltatlcns on tI}~).l~,ati~I1,(:I:f ~xclu5iye)ker~~s' to' ge,grante.d"ii_r,~er~es:~'roY<3lty~;j

free license,to.~th~::government:io~ go,vernmentai..'~se, a.nd'i~pro~icl~;o:th·e'rappr.opriate

safeguards tc.prctect thepubllc interest. These-latter' safeguards Includea 'reservation

to the g()Vernmf:'~tof the.i'ig~~ ~:l?'_,~~~r7 the~~~tiri.g,:~:f'~?~;tto~~".Ii;c~i:'ses '1~

royaltyfree basis 'or on 'dther terrns,thai'a're rea.l>onable uride~.the ciicUmstances,
!,,".,' ." ., ... ' .' ,,' - . c"," ,-'. : _"'.', ,:.,.,'..'. ' .._>. ": -.,C::'." ".' ...,,".'. _" . " " . ,_

where such Iicense'~ aren~~~s.irY::t~J~li1.p~bJ..i~' hea,1tit'~ :~~if~reor: ~ety ;·reqclre;nents.

,With the actlve.asslstance of.lnventorsj-the universities ere.lrr'a better

position than the' federalgovemrnerrt .tc transfertechll'0logy' to'the public 'thro,ugh
;;', '..' ''''' ..J.''.,-'''' ,. .'C;' -' '.'.'> "" <,," < ..... , .,", .'--..' -. ..... ,

the economy, ,A g?~~t~fu~ryt~~:~tl,ir,lpoliC:Y,~Q'Yever;''#.9.uf~pt~,ude'~e~ivJ~r:.~ty

from +t:~c,ogili:iiri.g' the, ~ti~s q~ 9,th'ers, ~1;I,~.udiJ')g tnv:eOt.orr~d 'nongovernmental

sponsors, ~dwoU1c1f~ __to'admowledgethe'benefits·that now accrue to the' taxpaying

publicfodts 'contribution' .totbe institutions''research'efforts.

Consequently, .qualified universities that have develcped.atechnoiogy

transfercap?Jb,ility.,sh.ould. be.granted, with.the ;sward.o(a contract or .grant, a

first option to title in -inventions generated on their respective campuses.with

federal funds with appropriate safeguards to prevent abuse of,pa~ent rights retained'

by any such institution and to minimize any anticompetitive effects.

1. "Institutions Patent Agreement Governing Grants and Awards from
the Department of Health, Education and Welfare" HEW Standard Form Rev.
8/26/68.

2. Report to the CongressProblem Areas Affecting Usefulness of
Results of GovernmentSponsored Research in Medicinal Chemistry -Comptrcller
General of the United States -B 164031(2), 1968
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Dear Senator NelSOn:

The Hon"Orable'GaylordiNeison'
United States Senate
Washington,"D., 'G. 20510,.'

As ,indicate:d'aoove, the:.'Instituteil'i concerned'withi'ne:reasing: the
rewards received by individual inventors as a result of their ('.reativity.
This concerrrLs sbar-ed-tbyjnany highly place'd''individuals both in and out 'of
Government. Reference is made to testimony by Admiral Rickover before the 87th
Congresswherein~El,stated:

. ,..,' .....,.....

;In:,suppor,t;6fthis.effOrtfrthe,:.Institute has. supported programs 'that
it believes will promote such goals as well as opposing programs believed to
hamper, theIIl, The Inst~tute_,bli!lie"es that, the source of,all:;creativityis
individuals, and that the individual will'd-isc1ose and develope his or "her
inventi(lns if he, or,;l'!ll.E!, can :benefit fJ:om SUC? Thus, th!,! lnst~t~,t;,esupports

programs that reward inventors for their inventions and which leave'all avenues
of financing open for devel(lpmentof their,ideas. III thiCllatter conteJ;:,t, it
is essential to~destroy,themyth-tihat important inventions result substantially
only from the efforts of big business and that the retention of rights by

'GOvernment .concractcrs dnidnvent.Lona-madevundez" G6vernment:'coritracts', will only' ,-' .
benefit such companies usually at the expense of the public. Such a philosophy
in effect denies federal f,und:ing;_ of inventions ,;of, ,individuals,.universit;:!-es 'and
small business.

Re~erenceis made t.o a ,J::~centconv_~,r_sati0'll:, between Mr. :Gerald
Sturgess of your staff and Ms'. Dorothy Bomberger, Program' Manager, United
Stat.~,s Activity .Boar<i.'?f, the. Institute, of Electrical and_Ell!.~trp'n~c
Engineers (IEEE) -concerning hearings 1;'0 :beheld' :by your -Monopoly' and' ,Anti~
competitive Activities Subcommittee on Amendment No. 187 to the GSA Federal
Procurement, Regulations;- This letter, is written in response.' to.-Hi: ;','Sturgess'
suggestion that the Institute submit its views on the rights of Universities
in~"inven,tiolp" made rpur-suantvt;o. research .fundediby. the ,Federal Government.

t.,: The ,IEEE,~,as, ~lT,c<:lm~.- increasing~y ,<:.onc_~rne:,d; in 'J::'ecent yea,r.~ with
the decline in the technological growth of this country 'and its loss of pre~

eminence in the field of science. The Institute has thus taken an increas
ingly'activercii'l' iri- support'ing p'tograms' and :'pbliciei:l" Which-are calcuiat'ed
to" restore a fert,ile,climate for innova,tion in, this ,country and which in
fact:wi11 accelerate-thapace'at whi~h:technology is· deve1oped~

HOWAIWLRoSE

IRI\ C. EDEL..L
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;. one oCt.he~~o·major problems facing .che pat.ent system is
how. t.o incre';\se incentives. fO,r employed inventors who get. ec.bene
fit whatever out oft.he pat.ent,system as it has evolved. We might
well consider whet.her we ought .not to go back to the original int.ent.
of t.he.G;onstituti~n ,andA,evise, some. reward for, .Inventora whether, they
are government or industry employees .." '

If the Government acquires ,t~tle to all inventions stemming from feder
ally funded R&D, about $26 billion in 1978, a large segment; of the Inst.itute's
metabexs are hencefoz-ch denied any oppprtunity to "particip?-t.e,in ..the reearde .of
their inventiveness." The contractor receives no award for inventions so .that
nothing is a.vailablet.o pa:sson:~ot.he,inventor. Bot.h t.he inventor and the
contractor lose interest. in discl~~ing inventions. In ,th~scontextitshould
be noted that over the period 1970 t.hrough.l~76,total dnvene'ton disclosures to
Government agencies from Government contractors fell 30% from a high of 7,896 in
1970 to 5,537 in 1976. However" the invention.disclosures,inwhich the Govern
ment acquired only a lice~se fell from 1279, in 1970., toll15, in1976",a decrease
of only 15%. '

It. is ,a.t~il, ]mown'hc,t' that the '0. ,5 .. _' has,fallen t.o '~ixth in,t.h~
number of patent applications filed by ~ts nationals ona per capita basis.
The reasons for this phenomena are not fully underat.ood but the decline in U.S.
pr~-eminence_in ,technology is qud.t e apparent , Lt. is. believed, that" closing t.he
do'or on 'the: hopes of. the engdneerdng and acdent.ffd c. communit.y t.g, acquire, greater
benefit.s from,its .1aborswHl'0l1-lY,further..exacerbate an alreedy potentially
dangerous' .i:litllation, ,Men hav17 not, so ,far as this. writ.er is, concerned,changed
t~eir views' concernfng their,rightsin,.,property since 1795 ,when Mr •. Justice
Patt.erson of the UId~~d .seeees Supreme COl1rtsta~ed "Men have a, sense of

, property" . ~:' The pl:El~e.rvat.~on ofprppe:rty.•• is a primary, object of tile
social cOmpact.'" ' ' '--

THE PRIVATE' INVENTOR'-TECHNOLOGICAL 'BREAK THROUGHS

MUchof tIle oppositiciri. co the Reg,ulatio'rls resul tSfrom the assumption
that the policy inherent.t.herein i~ goo~for big bus~ness,andisdetrimental

to, small busdnese , The essence, of this, thesis i 13 that (i) most importantin-;
ventions are derived. from big bus mess aDl~. (2). sma~l businesses do .nQt contract
with the Go~ernmentc As,~?,the firstpo.i~t,.aucheecene major developments as
xerography, ,inst.antpicture;s, optica1.character r:ecognition,magnetic .ccee
memories, vacuum tubes, F.M. radio, lasers, penecillin, 'jet engines,pre:~shrunk
fabrics, zippers, color phot.ography, bakelite, cellophane, foam rubber, cross
sectional X-ray imaging apparatus (CAT), mercury dry cells (later perfect~d

under Government funds) to name a few, were the inventions of private individuals
or. un~ver~ities~ Many .of ..the indivitl'llals'ofounded small .. c.ompanies".to develop
'their inve,~tions. A large t}UID.b,er,of, the 'above ii,sted i,nvent.i.9I}swere deve'loped
tosome extent; or another, ,with 'the use of. GoverUInent. funds :with.,the. patents
rEllIlSini,ng 'with. the cQ~tract,ors•. ,Would. t.,hese.. dnddvfduaj.s .have. s,?,ught.GQ;vernment
money !fall of theresulting..pat~!Utshad been~aBsignec(t:0, th,eGov:ernme:nt? And
~i 'n?,t, howm;any year13would ~~e :p.ublic' e benef,itf:rom ,theinventi,?ns been
delaye,d? " , '
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To deny anyinstitutioIl,co~pany."gro,':Ip qr,indivJdual. regardless of
cd.rcumatences ,' "the righ,tsto ;t~eir,Government},~Ildea:i.nventions iss drastic
measurewhfch:willstu1tify the,_cie:v~lopme,ntof invent·i,on~_._ Rega-r,dIess of state
mentsto the -contrery ;' _:th~_ signlUcant'-iriv~ntions .ai,e the _WOrk of 'small companies
'and individuals., T~e large corporationshave abdi~a_ted th,is; r,ote-to a great
.extent; they have' publlcally state~:that tlley Ill:! longer dClxeseiirch and only
step in when a product has shown'promise. ' " - ,

True,' 'aach-of the-aforeni~Ildbn'edpr;Odudts_:~sp~odu,cedo'r end(!d:up ,in
a~ '.large corporation, but one' must i.Io~de~,what'would have happened: to .thcse fn
venctons if patentvprotectdca were pot:'availabl~. Would an individual deddcate
five. ten or more years to a pro~uct if ptherscould reap the' bene~it'sof his
efforts and'sacri~ic~s: As a ~erY.recent"e~a~pl,e. the"presently mos,teffective
oil slick'pic.k-:-up apparatus .!sthe,'work of ~ne man who dedicated seven years of
hi!l.' life before' he' realize!l', a,_ profit.' ,

As' ,to" other ,'product.s" ac~~al1Y'develop,edand' intro'duc'edbY .s.mali ':~om
'pariies; massaging' showers' were' introduc.ed to the m-8rke't place by a v,eFysmal~

company that developed considerable know-how in the field of fluid techhology
under government contracts., ,High I?ow~:redmachines. for: cOWl\li!rcial irradiation
of plastics: ana, for sterilizati<:>nof,,'tnedic'al, s!ippli~s',were:.developed by ...
sme.Id vcompany partly with government 'contract' funds;

-:-3 ..:.,,,

ROSE I]S EDELL

The Honorable Gaylord Nelson
Mayl~,.~~78;

,

LICENSING

NUmer6u~fep~e~en~a~~6ni:~avebeen ma~~'!or 'and:~gairist~th~~~ec~ssify
to'grant eXclllsi;;e ·'Hceri~es.,to,~,~o:sure the d,evelopme~t.,0£ ,8:"product:i'~ :th~s
country. ' In. :the. ·t~enty--:fOl1r· )~ears~.hat thi,s .writ'e:r :rms. ,been ~ctively,e,nga8:7d
in 'licensing ,', ii:).ventio'n,s {"heHas encoun:tered -~y, i~'stanc,~~ where~non-exC1u,s,i've
1icens.es!were,~uitEl saleable--aIldmanl 'bther.s. whereonl?, excLusdve licenses ,could
be sold. The type of license that ~an'be 'sold in any 'given situation is ~etermined
by many factors, including the funds required to be invested in developing or
marketing the product and the ease with which the product can be copied. The
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ROSE S EDELL

larger the monetary requirements,and,the more readily the product can be copied,
the g~eater the pressure for exc1usiyitY',Fur~her, in such cases the cost o~

bringing _the produce to the market place to' the Company that did the ground, w:ork
in the particular area involved may well be less than to others in the field.
It would appear that the prime concern to the Government should be to have the
invention reach the market place at the least possible cost,~~t~e P~blic wqich,
afterall, pays all the bills in the long run. -' ,

BALANCE OF PAYMENTS

The above statements, as indicated, apply to the U~:S. They do not
apply, however, to foreign countries. Companies in Western Europe, in particu
lar, require, exclusivity. They. want exclusive 'use -ofc;know-how and. exclusive
rights under patent's. Without' these they will for the: mdst"part go' their -own
way which oftenlnc1u.des, using U. S., inventions, notcove,red by.f()reign patents.
With the balance of payments of tne'u. S. coristantly"runnin'g"fn the red" Lange
losses of foreign source income resulting from reduced sale of technologyaoroad
only adds to the problem. F()rei,gn,;c,ompanies are willing to pay large sums for
U. S. know-how and inventions. A very small company of which the writer is
aware is presently engaged in preliminary discussions with a European company
concerning transfer of'exclusive rights to know-how and European patent rights
for a single product haVing asale:price to the user of about $3,500. The pay
ment for such rights will include an initial payment in the neighborhood of $2
million, plus a royalty on sales. Without the foreign patent rights this sale
could not be consumated.

It is believed that by forever denying inventors, institutionsartd
companies any opportunity to benefit from inventions made under Government con
tracts the U. S. decline in technology will be accelerated and. one of ~his

countries major exports will ,be seriouslY impaired. It must be remembered
that if the U. S. is not exporting technology, it is importing it.

It is requested that this letter be spread on the record of the
aforesaid hearings.

/ / /-,

V- / -c [, t-:s- /." l-~_''"::1:' '. ~/ . "-
'Howard L. Rose
Task Force Leader - Patents
United States Activity Board
IEEE

HLR/nap
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HOWARD A. DENIS

530"8300.

AREACODE 301

As,:promised,enc1osed.is material from, the :DepartmentofCommerce
on Agency· Statistics: on PatentPractices~FiscalYears:1970 through 1976.

-"Mr. Gerald' Sturge·ss
Room 424
Russel Senate Office. Building
Washington. D. C. 20510

neer orr • 'Sturgess:

If l' ca~ be of ,any ,further assistance, please,d(l
contact me. ' .

sine-heiy yours ,

Howard L~'Rose

Enclosure

HLR/nap.:

hesitate .to

'-,;,;,-,'-
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Sincerely, ~

12
,

r '.\-
Bir Bayh
United States Senator

I look forward to learning of the conclusions of your hearings
and working wi til you to fonnulate a policy that 'will protect the
legitimate needs of the government and insure that new discoveries
and inventions resulting from this research are "fully utilized .

• O,.j~ ..... 1
J~fI .. ;-, ~.•..

Enels. ~~c;_\~n .\~

COMMITTEe; oN THe; JUDICIARY

SI,IBCOMMmli£ 0101 Tfl£ coNIiTlTUTloN

WASHlIiGTON. D.C;:· 2C510

Dear Gaylord:

I have shared your interest in. the proposals for revising the
federal government's. patent policy and have been interested in the
hearings that you are conducting before the Senate Select Committee
on Small Business.

The Honorable Gaylord Nelson
United States Senate
Washington, D. C. 26510

Of particular concern to.me is the heed to formuja'te a new
approach to patent policy with respect to.discoveries and inventions
arising from government-financed researchfn our colleges .and universi ~

ties. In all of our patent policy we must put foremost the ultimate
best interests of the American public' in benefitting from new develop
ments. Our policy must both provide incentives for such developments
and assure their application and availability. Both considerations
must be present in our patent policy concerning government-financed
university research. Dr. F. N.Andre\Vs, the very highly respected
Vice President for Research and Dean of the Graduate School at Purdue
untverstty.has compiled the enclosed materials •vhi.ch I believe reflect
the considered thinking of many of our colleges-and universities regard
ing government patent policy. I share much of the concern expressed in
these materials, and, I would greatly apprectate-tt if you would make
them a part of the hearing record in the hearings you are continuing
today.

,...,~O.~.TV.ND. "'''0" """""'''''
• .".AllD .... ~<N"""", ...... """" TIl'JH""'ND••;0.•'RC>I"'~, IND, C~.",- C~ H''''', Jl'..
"".£RT~. ""0. W. 'I.. WI"I."'" L. ..,"n .
" '''''''"'''''••• 010<. ~'UL'-""'CT, NEV.
'" ~ •• "'-'-"", 'WI. D.",N 0. HAT«N, "'''''
""" A. "~"". '0 .. DU,. ...LCOLM WALL.Ol". W>o.
_N~. CUC""R. lOW.
.._ORD M. ",mDfOAUM. OHIO

:'':'~'':;.''::O:~'
,..,..,..,..C."".....""'·o

C"'", """NOEL ANO 'T"'" ~'H«:T<lA
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Enclosure #1,

,"

Publicly -uupported academfc ins ",:I out.aonn- have lOii{rhail tl!)

objective' tro.tencour-ege- -t ne --deveLopmer, c' 'of :new 'knowii~dge"':illd

new ways of:puttlng' knowledge ..t"o:~pracid-C.'~ll use 'by lJul.iJ.10~.lt;'ion,

oral presentations : and -'patents} :'We ',:'f:! l'mly bctrcve din. t. ~~u(~li

1nfOrma t f ori muetruccr-ue-cto public·'be'r;F..d:i'L MDllY" 0'(' theJe
benefits can·,orily. accrue--through :the·:'pH~Jntsysteiii.:.

Most-academic ;in-s't'ftut'16ilsfric€dv~,::H~feCleral:~f,hljs Cor

support of research have a well-defined patent poll('y i\~hrc'h

(1) st'imul-a:tes l':--re:atfvity, '(2) ~-ncour~ges;::bld\istry:t:6'--irI'Vest

risk capt"ta·l;'·,t'o c:brin'g,ftechriblogy't6 :.thf.market~'piaee:, fo:t rH.l.b1iC .c.;

ben'ef1t,"and :'(3),protec'ts the' publ'fc' ':"tl\tere's't',
~"i'Jfhe:';'iast majority of .dnven t fone 'at acadeinicil1~tittid:ohS~

are enib-ryoritcin natur'e , Wlth'olit ·risl~:ca:pital'to br'i~ng d,cse
f.nvent Lons to the market place,?s~id inventions \-1111 never-

ecc r-uet beue t'Lt.s :to'the pubiid5 'Wiltho-Utp'roprie'tary protect:ion J

no cOlllpany "can "Jus-tif'y'iilves tilig ni11i:l.6'ns· (of ;'d'o11arsln"nri
embt-yonfc c'i'nvedtiori: LtO"'get' 'the teC'hn61ogy'~to:t:fie' mork.et<i'br
public benef:iti Ne'i:ther the ac'ademic:::instituti'<iri"Ji'or"tbe
federal', -gcve rumen t ~is:-1ikel;y' -to -jnves t' ::the' "'l:'e aour'ce S"neceas'Jry
to deve-Lop the 'im;':en"t'lon'to"ariiarkd,ta15·ie:·prOduc't or pr-oces e ~

A government>pd1i'cy'6,f't'akfng -title',-to tnventfouevend non
exclusively Lfcenadng to one and all has not and will',oJ'lot

attt,actrUlk c ep f taJ! ~ 'Cor.sequcrit.Lyi not _the governmen t' 'nbr the
acn'd:einic institutibrfs .: hut' ;·the":Pub'U;,wh:Clse 11;6'n'~y':was"1nveseed:
in .ttie reee ar-cn, '\<iill he' ::th'e'majdr lose'!,' .t-

At, :thti--elld 'or FY ,r ){,5', ',cthe"Uni tea;' s tat.e e -oovc rrimeu C"o.':t'rca'd'Y';"
had -tltle 'to over' 27,OOO':pritentS:' \.... tth:,ori'li"ob'ou I; '1.300
(oppr'Oxtmt1t'e1y' ~1:1.) -~:ii ,"c'ilsed. '~"ThererOl~e';c' LJpprox:i'ni£Vt'e iy .ntue ty'':'
rfvdpel'CCllt: ,', (9~.i~'{.Y 'weI'C( nofcontl'tb'ntln;l,:t'o tll~"hecl1.th',r
technology, and gene ra I \....e j.rcr-e of the c ount.r-y , It is ::q\1eslh:ln.:-.,'
able if the best 1Ilt..e r-eut of the count.r-y is ec rvcd hy vesting

title to Lnvou t Lone in the fectcrnl Government.
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A recen t survey l i rcrw-e ight (118) ec adetnt c tne ti tt1t1 onu
by the Society of·Uni'.·~rs::tty Pe tenb Admdui s tc-a t or-c uhowed t.hn t;

fifty pe rcon t (~;O:~~) c " the patents titled to t.hose tns t l tu t t one

were licensed. 'rhis;,.18 a marked cont.ras t tothu$(J.,t,ttl.ed tu
the United ,S-ta~es .uo-jernnent , An 1,nvellt~ontn(lde"'IHh"puhl1c
rund~_only, b~!1cr:l.~(l q)(~_'public if-,used. No-bcne f'L t.s .eccr-ue if

the patent is O!.lly Lsta1:-lstic in the"Goverl1ment,areIHvcLl.
Any aC,tiO!}or l og LsLa t.Lou ,affecting,goyer'nrnl.mt pot,ent

policy should h~ve ,dnl;y one ,group in mind - the pullHc-thnt has

paid for t9~,.,l'(~seu~G_h~ Any. action t~ken_should 'moximi:~e_'the

p).lblic bel!~fit. ~

IlJlllyt,ime 1; !J'!l~~l~ing, Iw?uld like, t:O-stllll';e._,wj thy,C\L:'spme

examples, or. the ,l·t,:su~ts or a patient, ,polic~r.!th,at,ye~have.nere. et
Purdue ~univerSH I·W~ic:,~..,(.l)_.~til1}.ulates cr~ativity,(2) l~nco~.r,8geS
Industry.-;to il1VJ :;t,risk capital to,br,tng technology tottle market

place for publl::berlefi t .and j3) pr,?tec,ts t.he.,public interest;.
t..- - -.,' - '. • "

r ..;',': ..CASE I
~:,II1J96~;:;~raduate _stude,n;tat ~rdu.e,working,\-(itha,heat

trans'ferprobl :m,concelved wha.t ~et;h0t:!ghtto1?l:l_:a new .desIgn

for a cOlll:pres::·.(,T thatwouldJ:la;y;eco.ol~ngappli~.~ti,(;ms, ..,lnthe

aut,Omotiveir",J1.l.stry. Tl}e newdeaf.gn ~as tho\,1ght tobe. in
efficient ,fa)' autol!l:0,tiye ::uses. Never-tbe Le sa , 'Purdue Reseanch

Foundati"on.,:8,,·,1'ced t.orpr ovfde ,li_mi 'ted fund~ fo.rf~rther; w,ork at

Purdue,and ':o;patent -,tl1is device if the .Lnvent.on ccumpr-ove '

that it woriu·,j. "" "'.
To .maku }~,ycry long story short, the device did wo.rk"boslc

Uud'tedBt.at.e..~:)8.tell.t Number- 3,686,893:,wa,~,ob,t~:i,ne,cl' on .tbe dev:i6e
by Purdue Iresea r-cu Founda ti0l1 • ·We .contuc ted tovcr- 75 c cmpcntes,

both lars!'! AndsllIull,:and no one was -;1ntcrest.c~\ "1,.nl1cel~s,lng the
technolog::. :i'Jnnlly, ..an exclus,iv,,: .11cense'-\~Qs grnn ted th.e.::i.n

veucor arl,\.h;..'l rcrmed his own company, ,to, see U' .ne coiuc .n tta-ec t

thellCce;,~:u.r';.' venture, c~-pit~lto, p~~'fcct the dcv Lce- and .ro bring

it to mru-ke t ,
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At' the pr-o senb t. .!hf~J'_thiS -.compsJ;lY Ls mtlI'ket.in~ pr-ot.o typo s

of the de v'tce ~nd'n r.as -ra tscd .ove r- f.lO,OOO,OOO-,tn vent.ure

capital based on .1 t.s uackage or .tectmo'l ogy wltLc h is pr-otcc ted

by the bas Ic patent :r'lmtioned plus' patent.ed.ctmpr ovemeru.s ,

The oIlly real r.nouee t.t on this -ama Lk conrpenv rhas I'roms
raf.d and possible '",'hr.o1dgy tiakeovervby a largeCol"llOro'tioli Is

'the company's pa'tei.j. pcs Lt.ton and' exclusivc license agr-eemunt

wi t.h Purdue Res e arr-b Foundation.

One of th8<JO;ICCl'IlS of the risk capital .ven t.ur-e.rc vtu the

company s t ock rr-ce. the beginning has been. the strength of i,ts

patent position 8) ri"thelicensing arrangement' with,. Pur-due

Research F01Jl1~tot:Jom.
CASE II

One ofo'lr,' :-taff' aemcera un aor tLeuj.ture , Professor Phil-ip:

Nels:on,· is a"~tH .en t .of t.he: t omatiosIndus.t ry., Prlilrealized, ,t,hpt

one of the probl-une of toe small pr-oducer- was: tha.t"produt:t
sales pred Lct f.or S had to bejnade ih the fall wi thin two' Or three

weeks of' the navvea t fOl<theentlre yearc aheud, The<reasoTI for
the decision i~~ i.hau no small producer could afford huge
refrIgerated pr:,;iuct·, e.t orage facili'tiesfor;.the 'tomato' product

in b';llk, and hence the product was can.nedat'hDrvest·. into catsup,
paste, .jurce o·!' whathave'you'.and',sothe:entir:e pack; was always

committe'd,for 't.ne rcomlng seaaon .- vttie packer- couldonly'hope th" ';

te had enough "atsup end-ncu: too much jU..ice,',andthe ~'p.3ckc::r

was.slmostnef-::irright.~the bigprotiucei's.,wereil' t' either but.

they could b-vtLer- a:fford''to:·bewrong.·
'SO "....hat did:Phil 'Nelson do'?, He ',teamo'd 'upwi·th-allothi?:r

staff memberj }-;"otessorGlenn 'Slillivon"a'n'expcrtin agrit'ultutal

ec onomtcs , ol,d they dec tdcd- after market anlily,sis"that, pnrtlal'ly

,processed tllllstOpl'oouu,t could be 'a t.ored. cconomic~'lly tu
\u)rcfi':Igerll';tld"tlllilts., Tilis aeaumed tho,t. .an e;ffil'-jentVolving

and $tcl't'H r n t Icn vsystem-cou'ld 'be ,crentelVthat' wcu'ld :permi t un
rcf:rlgerutf'{\ s t.oi-ngo of t.omet.o product, which would, th~m·muke

the ecce10m 1.":1'al'l~cp talJ-lcto 'tltesmnllt"lr pocket's'.
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;At t.ht.s .pnf nt, they' appj-oached. 'Put-due Re:~C'-lfr?h: FO\Ul<li'{tiOll

and, 'o~a1n;'t(}:'make ~,:.vel·ylong."storY $h~l't,fun1.lingwae ;{)ht~ll1t~,l

for~a' c-esearcu grant. for' them>from -B1shopl'ic,'Cl me.Hum-n L',e(j'

company :1n '.c:l.J.r..:.inna:ti, . Ohloy; tha."t, had. -tbe .Icnow-now- to' UhCI'(..!;lun::i

line tanks: I'Ih:i:('I1 was ',3 neces sar-y-par-tr.or.ct.he . eys tem ,t"hey-',-lmcIw

t hey -1'10,1.11("1;. r.ee.t . ,S.uch support- was possjlb'Le beceueowo "'!\~r·c'.:Iblc

to assure- -nt euopr-t c- an exe-lusivelicenseto prac-t tce- 'nny tcc'!l:lology

developed.

Technology ,waspcl'fected, peten ta. we.resobt.af.ne.I nud ,'lRs1g11r:"i

to Pur-due Res eat-cb Eoundetd cn-and as part or the -l.lI~I'~'eml~l1t,::the

technology;:was,c:llcensed<exclusiyely. to", Bt'sjiopr-Lc ,

In 19'(6 the Institute of Food Technologj.sts',:I\,'hic;;err:ent

Award was made jointly to Bisli~opj'f.C:· Products Compenv El1~d Purdue
:lJll'ivei-sity;:bythe ,food; industr.y .rcr their:, s'ignifi<:alit cont.r fbu

tion. ThiS,·wus,·the .first ,t'Une>·this' prestigious aWDl'dll~jl"b.ee.n;:'

made t.o sr-uruvez-s.t ty'.'
, CASE:_ -III ' .>(:

Not all iO:fOUl"S .taff'.and;_ 's:t-ucterit': Lnvenbor-a ceeate hew

. tndus t.r t eev: 'rL~

-Dut: many, do meko-csome.cs.tgnfrc.c an.t;·sc lent i:ric{:,c ('::ltr~~~\:l.~~9n~;~

tha.t pr-obab Iy wowl.d ;not,result'Anany',:useI'ul- pr-oduc t"if ,,,!,ecoulti

net.opetent these "inventions ,and'l:l.cen.se,.cthem 'to. i,ndust'l'y.• "

For ,~:xnJnple,)·;;Randy:'Hall".workerl;.:forjPur-due -as .. en At{sls:t':ant

Pr~.ff?~s,?:t-:,.in1973>and,'in·-Xhe:;c,ours,e of..,'his:wo,rk;:,he became dis
I 3atisfied, \\'i th the,..resul·ts'he"ob;t'Ained> 'from>tliestnnd:lrd,:gas

t-tu-orne togrephLc elec tl'olytic::;de,tec.tor,-s t" tho,t. t.dme-,

'Randy-,'wor.ke,d on,an:improveme.nt,ond he 'appr:.o~wllell Pur-due

lbs'car~h·li'.ound:1t,J,oIl:a.b_Qut.a'.pa,t,ent,:- 'I'he Pouudct.I 01:1 cont.ec ted

':-~:\,:P.COR", whose ,ins;h,rume,nt.:3c:_.·Randy: ,had, been \.!sing" "and. .-t.11l~'Y ))t;l~~p.d,

~~. pay for,pD:t.JJnt.!:ngl~oo,t~:·and,to;g1ve aome-Turtber-, l'c::;lc,nrch

Sl\11POr't"d.f ··they) .:.co:ultl" bov;c. -en. .excaus ive. Lfcense "011, .t.ne dev Ice

wlll'm,'a-nd.lf,:it' waat penrcc ted '.,: at tlw,t,-.-pol!lt i'thQre~tl'o,.uo

ns ruuuncc-rtha t. ..t.L wO\lld'.be'.,~'

I Il1l..eve r , I nm 'htlp.py t oJnopont ·'that·the" soIeu t .trtc- I.~ ommurrl tv

I\O~': hun a uow do t.ec t.cr- t~onunel'cinll~r uve L'lnb Le , tt. I a cn'l.Ic d tho,
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Hall .D1:! tee t.or- mu it is: pr-otecceu byya~'iou;f': U.,,:';. i:!J tt!JJ}'~_,

issued in t:/~e 'lame of :R;andy ,H9.11" !lO.d;8.S0 ~gr.ed to l~llrdlll!_ h~.~;l!l.L.[,.C)l

Foundat.don,

CASE IV

Now \'1'1 a ro con rr-ont.ed With new c,hallenge,\, ~::;pcclR;lly_ jl1,

the energy C" f!ld",

One; of If'lr sc t ent.f at.s , Dr , .ceci-ge TS8P )188, 'l}.l}l_~lrl~rtl~' come

up with a h.-; t!lly eff1c.~c;nrprcce.es for ,~onv~Fs.il)pN' JlwJei,0, .r~L.i.';_~~

of' plant mattrt e Le irito glucose, and then easily Lr.to ,'11coho1

One of ube plant materials that can be ao conve rtcd is corn,

another is 1~I~ar cane , and even crop residues cuu hf~ con-

verted by 1 11s new process.
At tb t s time I have directed the Founda t Lon to .uve Fir, 'rae o

whatever C:i ul s tance is necessary to bring t.hf.o new prOGCSS to

commerc f.a! I'l.~alization in the shortest possible urme , 'l'he uuua L

questions j, ill be asked of the Foundation,. wha t does the process

do, will '1" wor-k," is it economically feasible, and~ .!:2l!.
£2£. ~?

Gent Iemen, the last question is the heart of the free

en te rpr-l: l' system and the one to which every innovator must respond

if he h01u~ to see his dream becom~ reality.

I dl) not; know at this t fme . if the United St.a.te s uover-nmcu t

wants to fUl1(l the massive research and commerc Iu'L effort that \'1111

be r equtr-ed to comme rc Lal.Ly utilize ...the TSDO process, T don't even

:tmo\'l if 1.1:. will even prove economicaiiy fe3siblc to do so. I

don't luIO~'1 if it wonl.d be a good risk for the llni1.f'd States-. tax

payer t,>, fund the entire research effort on the T~1no t.echnc'l og..Y.

But if 1,!1C:.,r don't, and if we ever want to gdve 1..11::1_$ I1f!W pr-cce as

a chan I} to succeed in the roreseecbtc ru tui-c , we muoe make the

hard tltlcisiC'i!:l in concc r-t with one or more Iudus t r Jn I sponaor-s W!lO

ar-e willing t.c rislt. their funds, and pe r-hapa even t.hel r- c orpcra t e

fl.lt\ll'!·fi, on ~1I1 cn to rp rf se of this magnitude. If vo ar-e succeno I'u I

\dth 'hi~ p rocesu , we ccuLd lui ve one at' tho lIlrlllY pfll'ti:\l s c'lut.Lous

to 0"'; CI1CI'l~Y' cr-Ls In (If t.no rut.iu-e , If not, then eomobody is !~~)trl~



1252'

-6-

tc lO:J1i:' a 1'01.. II!' ~'ihat cElli ch-ly becnlie;f Itveritur,~t;!ll)·lllJl". Alid

rememuer, ali '1-1~otl1e~-'thvcnti(ms"I~ have meut.t onc.I Wl:'I"i/ .Iust. un
epecuka t lve .i· tho nnr-Ly stages of tne Lr deveLopnn-ut ali 'the '1':'lUO

pr-ocess. ts r.v ','J.

Should :'hL~ publlt' bearsll or tl1eset'us;;tl ot I.el·lmolo.·;:.;

ImpLement.c ' ·.~'n, or- should we continue to let t.he se- nours be borne
»s r rcc er ~ ,. rp rLce ai'has lar'gely'becll -tor.e"! n t!li< pnut., wtt.h

tlie ess rco.nce cr a v1:able U.S. Patenr. syn'ie'm?
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Enclosure #2

••~i.G~j;".i.."';."'I~ e,O~,."",

T>OCI..~.I...c, ....... ,".11•.............. "...
......'~.. D, "H"'W~Y....",.

n.O'''., ,"' •••••• C"'""-
,. lOw.

,'_fL'.' WI","'.; _
.,....n~•••"n. .... oo<....._ •• cow_. __"

~Cnilc::J ,!l>!,,£cz -S'Jm,,£c
" , f""AO••• IIlOClnIVI'OIICCf'OOO

"t.o•••L.••,....C"'"' """".0,
_lIT'. _1'<"'''' .."•••"n n ..... "'."""'"

F. N. Andrews
Vice President, for R search &
Dea of the Gradunt School
Purdue 'Utifver-Sity
Graduate lIouse East. Stc 160
West Lafayette,,' -'1ncliana'47907

SELECT COMMITftl: ON SMALL Dl,lSltI[SS t.-'"
WASHINGTON', D.C. 10510

March 24. 1$178

Dear Mr. Andrews:

Thank you for expressing your interest in the study o£"~ovcrn~ent
I patent policy unacrtnken by the Monopoly Subcoasu t cee of the .senete CornTriittee

on Small Business.

To indicate the progresa ofthe,stUdy,-I am enclosing a recent press
release anncuncdng that the Office,of Hanagemant; and Dudgethasgratlted my
request for a stay in the effective date of a procurement regulation which
would,permit wide use,oian Institutional Patent Agreement gi",ingunlversities
and,nonpro~~torg~nization~firstoPtion,tooml the rights, to inventions
res9lting from Government-sponsored research.

The stay of 120 days. will allow the subcommittee to hold hearings
on the history. leZal basisnnd implications of the-Institutional Patent
Agrecmcnt,asan'implcmentofGove~nment,patent,policy.

nearing dates
informed ~f ~hcprogress

>u"s'o.l_amint~~'esi:cd,in y,
having been fo'rmed within 'the last tw
University. If you could supply' info
formation of these businesses .. it waul,

C:N/gay
J·:ncl.

32-635 0 - 78 _ 17

be kept
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,PURDUE
UNIVIT<.SITYOFriCE OF lUE VICE PRfSID[NTFOR.RESEARCH

AND DEAN Of THE GRADUATE SCHOOL

APFil 20, 1978,

Senator Gaylord N~'ls6ri'

Chairman ::',_.' _,,< "!,~,.i';'
Select Committee on Small Business
United States Senate
Washington, D. c. 20510

Dear Senator Neleont

Thank you for the opportunity to prescntca:'~,9:hi~t~iies:-:Clf:,sO:11:'e--~~nall
businesses that have been fostered by a transfer '01 Purdue t.~c~~ro~9gy.'

,';,
First. it seems appropriate to state the gencr-af .over_vi:ew,9f;·:!?urdue ,_: ','.,

University as it reia"tes to technology in gene ru l, '

?~r, inst~hltion.,~s well_~s rt;ta~y.:~thcl;_ ,ptiblicly ~uPP0I'te,d academic _In
stitunons.·"ha~loJ"lgha~the, dtl_aJ,purp~~~'_'o'f_!:f:ci,jelopme~tof new knfl\ylcdg~,
and implementation of such knowledge in a prac'tical wa"y. which implemc~~

tation may be accomplished by publications, seminars, extension ~e;vic~s,
'and nfl-cf-thc many: other ways,inwhichthc.,Univcl"sity disseminates know
ledgc',~ncluding.-theuse of.the 'patent'.'System.

'~"lie:m:issionof{j:\.lr"Univb'~'sii:Y,''~'Ef' it,p:~rtri,ins o'~,e'sea:rS~~'.il:\' di,rc~.tea
more to the acqui~iticinof ba:sic kn:o~yl~dgc,thanit i to)he dev'~J9pinenta~
side of research. . - " ".", "

academic iuatitufions by the sameOn the ctbc r hand', a

Howevel'.,,,s:olncHmcs .i'n the dis,covci:ry cfbaeIc knowlcdgc.andapplic.'a
tfon of it to ps-actfcarprobtcme.. embryonic -pa'tc'ntab.lc-dnvontiorrs appear-a- It
ie not the U~iversitY,missionto' invest venture cagital tobringtJ~~se Invcn
tions to 'the m.n·ke~placi~" Wl"lic~.~n',realitrjs..t~?'OI~ty JO,rnl~h~'l'~'such '. " .:
Invent ions will l.ph;r 'b"cnefit'the public'; At'cording to the'Society of Ulliversity
P~~eut A(l!),~il~i.~trato,lCs, :,l,tthe cud of fi;~pilly~~a.l·\9:?-5, tho Unit~'d:6tatcs gov
crnmc'ut )li:\d lille.}') ovc r l7 ,pp,O puu-nt e, of which ,olllyali.ou,l'I, 30'p,,\V-cr~
Hccnscd, -, ," "- "' ."

'-~")"t~(,~'t16'"

'~~,'"-:..,.:1'(:.' .'C;r:~11U'llt' Home fasl
~~f:)'_ ...... <tl .~lIlh' teo
ti :::" ~ \\\'~ll,lfJyt'lIt~, lndi.ltl.l 47907

"fl,'\
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Society ii,ho';;cd:,'that' :SO'Vo'of the j:la'tcnts'ti'thl:d to :lho~·h.'insdt~tioris_wc,r~· _ ....
liccns~d~':.; 'rhc'diffcrcnc c in liCCllsillgpra:Ctic,~ bChycU,!\-lthu:U.,' S;'g~,vcrn:,:.'
mont an~, the ~ypical',a;~adcril'ic Fnstitutioll may ;p1"ovid'c:'pa I'to'( tile',. iixplanat~on
tor tn:c Ia'rg?-~,i~{cr'eriC'c. .r.: -,' ..-," _:'~'- , ~,-,-,' .'i;,':-

Th'd govc}nment tYf'ically 'oIfc'rs'ticl.lOscs t~. all fonl~'-r(on!a r:oy~lt~
free. non-exclusive bc s is , Umvc r sific s such as'Pllt'dul', through its agent
Purdue Itcs~~l'ch~ound':ltion~_typicallyoffcl- ,l~,xclu!:1iv() l ic enauu tOtll~SC

com})an'ic_sco,rilldi~idual£\vl1i~~ ~r_t~:wil1i~lg toi~vcst 'su,Hic:il'nt, vi.i,htur~·'c~pi'ihl
to bl'ing thepatented Id'ca into the:marketplac"e for the hcndit of-the~consumer.

",. <: ' ',- "

Ui~~e';iiab1Y:; .Pur·~·u'~:U.niv~r~itY ~a:·s licensed ".muc~"t~c11:n.~10gy.:'t~some of
the lar~~'st:c'?rIJorati~ns, in ~m'e'rica.'but,: ',on th_c':othcr'h.~~n~i 'm~ny' small
companies' have also"be'en licensed.:manyiime.s~cOml);lnic.s,f~r,nled{b(the"
inventors themselves for the sole 'purposeof'b'i"inging"the'"'cinbryol~ic--techn6logy

develope.<i.~.rldfoster~he,re a~ the Univ~rsit)' to commercial practicality~
Some such- cas'e his'tar'icsiono:"": " " ' , .1 - ,

,'c
SYNCHRdtvl--'~ Dr. 'r,.r'dd R~glli~rt';-aPu,rtiu~sta(t liii.·ri1b(lr. "is: ai1:cxpert
in enzyme immobilization, and he has done:.lbufstandir,jrbasic' 'wo'l"kin
'tl1is field. With the assistance otPurdue Res carch Foundation, he was
l~ral1t'cd',T.i.nited.StatJs"Patent 'N~.•,. 3,'983~, ~99} ,-c'n,title'd, uB6nded Carbbhy-

-. dr~'t~':St_aiion~i-'Y' Pha';;qs f~r<::ll'rom~to'gr:l~hy,'"';which,was' ~S's'igncd".io
Purdue Re sce'r-ch Fo(J'hilatibll,and tli.'e'n Dr>Regnier and:'his' colleague;
D~•. Shung~ho C;:;hallg" also ,\V~rt: g runt cd Unit,~d .Statt~s Patcnt,No.
4~, O~~~583, "cntit!.~~d' :'Ch~ollla'i~gr~PhicSUPPo'rt~"and Mcthcds and" Appara
'tus for Prepar'ingtl~c;-~.ah:t~':"i: ',',

"--, <'" ")'!

The F(lu~l;dation•. a~ the,li<:E!nsi,rig agent for Purdue ?~i....crsity. s~ught

license,os ~o'r thc,new te'2Imology,d'e:;:crib~din·thcs?patent5~~ EvcIltu~lly
'a Iabns s l srant opDj-, Regn:ier,"Karun GO'odil1g, audhC'l' husband. David
Gooding, r-equc ejod a license umkrlhc:hbovc;'tb::hnology \"bleh';they
would usc to start their OWil business. Karen and Dave Ic i-rncd their own
nc\V.'(;:ori:.or'at;ion \~hich'thcy :Ilaliled H;SynC:hrol~1-.,1I hc<:cpted a:li.cdl'sc.'on
th~,'a~ovc:,tcchn:alogY'.,for.'accrtn in. ~ic1d Of'use,-Cor a ,product thcy~x
pectodto-eotr, illld have SillCC'builta:'smidl manufacturing facility (about
iOfcct by'ZOfc6.U ill'lu' hav'c'·'-starlcd to:iii.'U a Pfo~uct \vhich cmbodi'cs' the
liccns~d tcch'riology. : "'.;'c· ,;,

, "J"'
We believe' that',' withorit patent' pro"tcctio~l,"thn;!m:"'dgl'fng'business would

.ha.ve "vcry 1 it.tlc,"Chancc orSUCi:::\~.s's'bccau s c o'nhc '01 r~,\Cof, a .Ia,rgc cor ~

,po,ration l<iking~vCl" (hei~' p;i·'Otiu~t litle. onc,'c ,th~Y:.lHlvi~ ''dcn~o'ilst'l'atc"dj
cornmei-c i:\l'succl"s s , As long 'as' the'~'(, pa'tcl'its' remain viabh!,' the'
bustnes s may be l'XIH1Ctcd to Houri sh ,
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~. ·.)0 ~9;69;.a:graduatc.s.tudent at Purduc,. working?,itl1 a"1:l,eat
tr_ansfe~:p~9bh~m" .conc o ived whot he thought.fobc an(lw design fora

.·c;:omp:rc.,ssor. that \VO~lcthave, cooktng 'applications [n fh e ,a~ltonlotivc,in
dustry. The new design was thought to be Incfflctcnt Ic r automoti;"'c usee,
Neverthcless, Purdue Research Foundation ag rced 'to provide limited
funds for further worka.t Purdue. <lnd to patcntthi~devicc~f the inventor
cccdd prove ,t.h,at,it w<:>.r,~ed. . , , .

Tom?-~e,'~ ve~y,iong: st.orys'hort, thc~evi~:ecii~r~ork.:·ba~'f~Unite,c;1,~
States Patent ~o~ 3,686,893 wa s obtnincd on thc device by Pl1rdu~ Re..;
search Foundatio~. We contacted ovc~ 75 'ccimpanies~ b~th la~ge'and
smC\ll, and noo,,:,c',vas_intercstcd ,inJicensing. the,',techn()logy:.. Fin<illy.
an: .excfusfvc Hcenac .:vas .granted the, inventor and IH~.formedhis,O",!;l

ccmpacy, .to sec·,.if he could all eact the n('ce'.ssan 'rl;~turc; capitai)o
per!ecit.t~edevice and to bri,J;lgit .to rna nke t , ' .

At the prese~~ :timc. thi~ ~ompany is mark:eH~gpl:()totypes~r' the,.d~Yi~e,
and it has r-ai s ed over $10.000,000 in venture capital bnscdon its .
packageo! tcchncdcgy.which is protected by thc:.baJdic patent mentioned
plus .patel1:te:d.improyemcnts~.

.The: only rcaLprotectioll this emaIl cOI"Q-pany: hus.Tr-orn a"raid. and pos.stble
~cchnology.:takccvc r .bya large c,orl'0r",tion .is .. t)10,.companY'spatent.~bsi
tion,an~ cxcIustvc 1,iccnscagrccni,ent,with .l?\lrdl.le Research Foundation.

OJlC. o!~he ,.conce,F~s; of' t~,c,. ,ri'sk c.~~;ital',~ent\lrer$'i.~ tllci ,corripany.s'~OSk
from the beginning has be en the strength of,~ts patontpcs It iou and the
licensing arrangement with Purdue Rescarch'Foundation. .

A COpy of~n article in. the A~gust, ,'.:.19·i7,"F(;1'bcs I"ragazinc about Dr.
Edwards and ROVAq is,a~tachcd to U~il:l Iottc r , as .~vc.~l as ,a ,copy of the

,corporati_on's Iate s t .?-,~m.i.l.all·e.pol·t.

AMOS .~·~Onc ofour st,aff-membcrs, "Dr. L -.,StcV.eD. Deckh~ln, invented a
newdevice ,call<~d ~IAdju~~~bl~ Unit for Spiral S~!parato,rSecd'Pl'oc~8sing

, :.Machine•.11 upon. \;"hich~,patcnt}s,.pl.·nding •filed, by Pu rduo ,lte-!,ear.ch.,
Foundat.i0ll ' Dr.D<..'ckhan.l tbought h i e clcvic e hadgrsat,pott~lltial:an(t~

since the work rc'quil"lld was more dl.~vCloPlllCllt<ll t1~all b51Siclthc ..proper
avenue for pc rfo r-mnuc c cf hig work sc-orned to Ill' cutu id c the University.
Th(~l'cforc.hl~)I1<:()~·POl·.:It(~dAg~M;u.::h~n01·Y,&.Safdy, took in some othe r
Invosto rs to, rn isc ,thl~, ,IWC('~Sa lOY vuntur-ucapi tn l, cncohc was sur,up,tat
he. .would. have.,<.l ,tic~\n~(',Jrom ,tlw Round',t,tion to. practice the iuvent ion,
and p roucedod to, have Jh0 dovtcc rna nuf'nc tur-ud, ural hehas bvcn acl1'htg
this grain scpn ruto r ,
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Wc'-havcbccn edvts od.that. th~c vcntu ru.has been 'a commercial suc:ccss,-c,:.'
and Dr. Beckham has alac Hc cns ed other University technology, en-. "

.titled "Dueted Grain,()r Miltc.rial,L,J.ddcr !or:,Top-VnlQading of::SJ,?:l"ag~l!

and Vessels," upon which the Foundation has filed Car a patent, ,wJ:tich
grain ladder may be used both in conjunction with the spiral scpa;ator
Or as a separ-ate iternoCCOm;YlC~cC.,We feel that Dr. Beckhurut s com
panyts ability to obtain' v'cnturc 'capital related, at least in part, to his
company's position as the exclusive licensee of Purdue Research
Found~t~o~,.' Bot,hthc spiral s:cparator.and the grain Iaddu r arc fairly
si;ffiple\to const~uttand-would·.notbe difficult [or a competitor to copy.

Again we feel that the' pateht position :cstablished by the Foundation, and
thepositioii-'ofDr~Bcckha:mlscompanyas an exclusive licensee for the
technology, helps-assure his continued commercial viability in a highly
competitive market.

A sample of Dr. Backhamts advertising literature is attached simply to
illustrate the type of product being sold under exclusive license from
Purdue Re s oarch Foundation.

..,
In eonc lusfon, I hope that this response will tttusernee the {act that em

bryonic technology dcvc.l opod at the Ullivel'!:Iity has been brought to commercial
use by the technology transfer program admini s tc r cd by Purdue Rc s c aec h
Foundation on behaH of Purdue Unfvo r-s ity, and it should bll pointed out that if
a government-wide ins t i tu t i ouu I patune ag r ccmcnt wc rc adopted such as pro
posed ill the Federal Rcgi s tc i-, the t ec lmoIog y t r-an sfer- mission ot the Untvcee icy
would be greatly simplified and more technology would probably be brought to
the consuming p~blic at an earlier time than might othc rw i s e be the case when
petitions for greater rights, requests fOl" transfer of t It l e , and the like must
be dealt with agency by agellCy under e:x:ililting patent statutes, rl.:gulations, and
pcncree, • " .

It should be pointed out that none of the three ernalk b uamc s s c s described
above are licensed under technology that arose at the University'out of re
search etone with U. S. g ovc i-umcnt funds, but the principle it! the eame , and
the technology t r-ausf c r- progl'am would bc the snmo, but Cor the many dis
abling strings r-eror rcd to above that must be d~~aH with 011 an :tgt'nc'y by ngcncy
bash; whenever federal iundiul; is involved. H should also be noted that we do
have othc r examples of govorumcne funded r-o s ea rch that has p roduc cd patent
abfo inventions lhat hn vo be-en He ensod buth to lal'gl' and small cceporntfons ,
with notable exceptions being tho s e agvuctvs thM have a strict title r ceo rvmron
policy, and Invent ions lh"lt c outc cut of that type of research usually end up
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being"among .thos c·27.,0,00 U. S.·' govcrnrncnt patcntscrefe.r.rcd-tc -ebcve,

, """YI""
I ,,' ','11,,'... ' "
U/)<',a/U~

,"/'0
.. Ie

Wt::'ihope: this,'response ;\viU'bc' b'e'ticficiaV Io'r. yourc'Co'mniittc'c in ~its

delibcratiO'ris.- . . ~ ..
I

If.,N.·Anqrc:ws,' "'\'-'
-ViccPres,idcnt fpJ;'·,Rcsea.r,c.h, '~rid'
.Dean ,of the GraduateSch<?ql

FNA:JRN:d
Encs.
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WhoSiiys"Concept"
.StocksAre ..Dead? .

.,;Rovac's'new, air~onditioninl',"'.-y- JJeVer
cool IilUJioilS of ~.ndc.n.Jo!l it
certainly c........t up the 1ttIdi......
, "-./,',; .-, '.. ' --'·~~'~i:it,1,1~>·":""·<:·;"~ -',

Dtij,i' V""Tom Em:v"r~s";ind-hjs ~~-:air C~';~!l;<mt.'radd'il-p'i~~ 1io1~<i~,,"Q(:('-j~ .~ike-!I>e &Oo"ld?~-~go ~aX.s'-

By PHYlLIS BERMAN

IN tilt>br",,d-nt-w bead,lu ....h·rs ofRov",'
Corp. in Rockl..dgt'. Fla.. lh~.... is one
empty omOt'. On" da~·_m.ybe-il will
"" oe<1Jpiedby th.. marketing dir..d"r.

Why i, it ""'pl~ now? B<,<-.u.", R"v;Il:.
nne ofth~ few huH"ncept ''Ompanl.., to
,,,me down Ibe pik" ,in,...'- the g,,_go
day, of Ih.· Sixti..,;, hasn't a 'n01k"II""
dirt",t"r and has ~~l h' market" &i"gl..
prod""t-o, even, il appears. 10 id"ntil}'
it, mark,,!. Vet its ,tllCk. book valn...56
' ....nt'.•~ns for about 11-20 and the <'{lm
pan~"s lotal markt>l value I. nearly 'loo
million.

Rovac is h"Ying a 1,,1 of trouble "Ven
getting it, prodn,,: to work well and it
hasalreadv had trouble, with lhe Sel·ur;'
Ii'" & ~ch:Dlg" Commission ov",r it.
mon",y·ra;';in" bctiC•.

.\ ""ncept it has. Ihough. In brit'f. it
i. this: Rovac has the le"bnola,(y fPr an
air conditioner lhat U'e. ai, and Water
",mer than ~·r",,,' a> ~ r..ItI~'''''''1
·"·,,n. 01 ,,,ur,~. n'" b....n damned by

the ~atiollal Academy of Sci~n,-,e. as a

30

thr.-al to Ih~ oron" la~'''L That', th..
r~.,,,n th~ Environrnt'ntal Pn>t"diOll
Agt'llcy h... propos~d banning ,,,,m·
Frt'On a<!n>s,,) propt>llallls. Freon i. at..,
th .. cwling ~g...nt In m"..1 <,.i.ting air
","dif~m~'" So. if Fr,-"on-pro]>t'l1..d
,having Nt'3m i' "ul today_ the r~""Hl

ing ~ot'.;. Fr~"n air ,,,,,clition.'" c'Uuld
"" gUll.. tumuc",w. And Ru,''':' air <"n·
dit;",",," j, Ih~ "nl~- r~""jbl.. non_Freon
un.. un Ih~ honum.

Ther.. ;s ju,t nile hitch in this happy
story: The Fed. may have no intention of
Nnn;ng Freon il5 a refrl~rant. Say. an
EPA chenli>t. "I dun't think it will ~ver

rome to th~t." R""a<',<,ntends that eWn
so. ils ,y,tem is mor~ ~lllC;"llt ~nd

cheap'-'r than l'{llwentionai models, Bul
Without the aid oflaw. Rov",' m.y n"""r
g~t off the ground.

It'. a long way from a ""n«,pt. no
maller howbrilliantl)' ,-,m<"ivro and .a1_
ahl". In " product that can h" mas,
onl<lU<'t"<l. S<> tar. tlov",' "as P"'dUl'e<i
"nly a D07A:'n a,,-conditloning machines.
all of them by hand.

So what malee. it, ... ",rompoulY.wotth

$100 mmiun~ ... •tory. thaf. what. R,,_
m"mber what a hard tim" Ch",t"r CarI_
>on had until Halnid (nnw X~r<1'<) bought
him n"t~ How much money has been
1"'1 ch... ing th" ....iU-o··the-wi.p of "",,
"th,', Xt'rox"?

Th" Ro,'''''' "dr'-ulato'"' i. the b,...I.ln_
"hik! uf Thurn.... C, Ed .....ard•• 34. the
,'{lmpan/s _presitlent and found"r. an
amiabit' 'nd "nthu,u.../k meeh...,i"al
"ngin...-r, Uk" all mceh;onkal eo,li"g
,y.tem'. II". madlint· work> by COm·
pre,,;"n. But Edward, u'''. air and
""'ter-r..th", than Frt'<ln ill th" I'ipes
"Wr whit-h Ih~ ai' pa""'s--a> Ih~ 1Ioct...1
,"olinll medium l",illg "'m,· <>f Ih..
,am" I'rincipl". in ail'-C<.101ed ail"('raft
engi" ... ).

Ed",nrls d"wloped hi. d"oiOt' that i,
the h~art of his teehl>Q1ClgJ.· for a high
>chool sci~n,-"" fair pr<ljeet 17 yean ago.
T,'" wars lat,,, h" u-'Cd it for his PhD
th l; at Purdue Uni""",it)·. Then he pll!
It 'de k,r th ...... y"an 10 te,",'h rolleg..·.
but ,,,uldn't get It out of hi' mind: '" he
obtained $15.000 in 1972 and ... 1 up
Rovac (forRotary Vane Air Cy<.·le).

fORBES, AUGUST 15, 1977



Touring the EasL~t!rith ;I, slide
show, Edwar&_w~,:il.ble _t~iralse an
olher $500,000. H-,,:~-hardly_-_t'~ugh to
perfect and man,iif.K:,tu!<, ~~design. sc
in 1974 the hcish -little comPany went
pubHc-no mt'anf..al inthat,bt!ar mar
ket-nlising anothe~~,~2milliOn. The
prioe-o $5 a unit. -"Howdi'd/hey do i1r'
ab EdY.=ds'fir5t unde.,..nter, Stanlt')'
M,c,trgensl,e'J!,of'Sew Yon: (:i~'~based
&I1·d.Rich~an& Co-. ::.J1lf'-9~tKin is
haw~;,.~..-.._.•.}...:do:-It:'.. It __ ~'.:_har'd... :..' ._ •:._~._n.
believe~:"'-:" -___ -', -.''' ',_
-,T.\:lat,wou, enough money fot-;ElIWArds
to de,!~"'l.'ql1'OtOtypeS 10 General Motors,
Ford; Fiat; _Chrysler, the Anny and the
,Air: Forre,.Tht-y mitde an _unbearab....
oo~ _.ndwe.... too beary. -To de.bug
them; Edwards needed mo~rnoney.

Enter ABen 6; Co .. the;'wbeeI..r.:deal.
erinYe!llmimt banker'S famed as the
sponsor 'of another hol-t~hnoIOgy cOm,.

'pan)',_ Syntt'x. Thc- pioneer inhOrinones
for use in contraceptives. Syntex wes a
spectlllcular growth stock of tJw. Sirt;"s.
Allen offered', a private pboement in
Febroary forRovIlC that will bring it up
to 13.5 million, enough to produce 1,000
units a month.

Bernard Stein:':-the Allen vice presi
dent who~ndled the deal,say$: uWhat
we wert"looking lOrwas another Syntex.
We told our investors, 'U's a great crap
shoot. Youeould Iose ~erything ... [but]
theoretiei1llyyou C'Ol.lId invest $4.50 and
get back $1,000:" Among the people
who tool: a chance at $4.50 lOra,go at
$1,000 wert"people like movie producer

1260

Ra)" Stark and rormerambauador to
Cuhaf:ari ,E,T. S}l1!th,

Meitriwhik~\ Tom' Edwiu'rlswas Jellingo. some"ofhisshares--almost II million
worth. He StilCh.as)lighdy rOOrethan
half of t~ neafly 5' million shares out

, 'istalidirig.1'hIt'sUinillion In' his 'bank
account ,and another $50 mi.lliorlonpa;
per. Enuts EdWatd;: 4r~."',ery <'ertain
this is another Xerox or PoIarOtd. ,.

Hatdly len el:ithus:iastic'~E.E.(Bml
Geduld of Jenoey City's Kermg. Heine
6c: Co., which nukeI anwxet in RoVIlC
stock "It's at:OnOqll,~ he says, "arid

" ••• 'Concept,S move
stocks. It's not
technical. [Anyonel c....
understand it"~ . ."

Concepts move stocL' It's nOt highly
teehllkal. You canunden:tand it. lcan
understand it. That's why the little guy
buys it:'

What is the "little guy" buying?
A stock with a book value of just 36 

cents a share.
Nosales. No eiimings. So prOdi:iCts.
No dearmarkellng plan lOr applica.

tions. (Inventor E,dwards. has tllC~ the
original-au!o-equipment market, the
trucle-cab food rt"fiigeration market and
the bousingmarket. Now he'ltackling
the auto marlcf,t a,pm---only this time

with .~ .new improved, \'e':5ion, ht.··saftrr
t~.consumers.no.! ttl.-Pm- in D..twit I

Add to this a couple ·of bnlsh,'s wilh
,the SEC::,""tIK- firstb,llYl"rsl'llill11 lh,·
origi~a1pii"atep,larem"nt. ttl<' s,E'<>lml
for rigging the·first public ,.,ffj'nng ill
1974;b<ithsettled bf aprilmist' nut to ,;"
it again.. ;,>' '.: .'... ..'.

Ina stllgk.hourwtDeco:-mht'T R"va<
d':~"lTOin $30..50• shan.- 10 SI,'U50
forOoO'aPPlI'.mt reason. n.e stnd<Tel''''
eeed the same day to $20,about ,"'h"r<' it
.stand~ tc:lday.

"'eanwhik'.Rov&c Is about to 1(0 back
to ttHi well ·for mcre monev. Edward,
says !ie'favOrs apublko8'eri~g. Allen '"
Co. says it '.ould~ a loMn, 10 avoid
further dilutiDltbeeql:ltly.

Kovaccollid be~ XeroI.·On th,·
other hand.whe~ver we h<:oai"ab"ut
Itocb Selling at.1'an:cy ,prices when th..
cOmpany doesn't ~ven have. mark(.lahh,
product. yet, ~ are ~mlllded of the ')11<'
about the &riner wboboUght a barrel of
oysten For ail irresistible 42. ~What"sthat
you got?" asked a friend."Opb.'rs. got
'em for.S2 the bareel."Said. the fann ..,..
·'Thai's). fine price. rn give: you :W for
'em, ,.said the friend. Andso IIwent. until
the oysters fiRa1ly changed }llIml. (,;r S4G.
When the purchaser opened the barrel.
he found theoysten were inedible. ~ad
ashell. he pursued the chaln righl back to

-the origill.llseller, wboturned out to he a
canny old sailoi'-ln alieaport,

'"Them weren't eating oysters," ex
plained the sailor. "Them are selling
O)'sters." -
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Enclosure #3

WiSCONSIN ALUMNI RESTAI1CHFOUNOATBON
rOST.omC(,POX n05 M,A D I I) 0 N. WI a. _G 3 70 7

March 1.• )978
,,1{t(rlION[ lW(J116J,1~OO

.26~-2S:1I

Mr, StuartE••_E'tz'::I~!;taC_
Aestsntm to, the Pr,~sidcm

iOI" Domcstic Arfntrs ,& Policy
The While libuse
Washin1?toil; D. C. 20500

Dear Mr. Blacnsrat:

Hnvlng actively pnrrtcipatcd in the meeting- of Janu:lry 17. Ins h<.'lWCCl1,
on the onehand, the President of the -Unlvcrsit Ice of },1tunosoui, Purdue,
Rochester and Virp;inia rcprcscnnng the Associru ion of Atucr-Icnu Univer
sities. rcprc scutnttvcs for _the Aiuc rjcan Connc il Ior Edu~·'Hinn. lind ,lh~

Committee on Covcrnmcurul g('laLioll~. Nut tonnl A~,;;),,-:i;Hi~)ll uf (.:l\lll,,:;'e
.and Univoraity ill\sinc~~sOfficcrsond, on the ~)thL'r hand,. ~,1 r, Malson t}(

the Domcsrlc Pollcy Sta~f and Mr, Hartke of OSTP. 1\,':1$ l'll~lli;:,lLl1 of
the ccnccrusof the Admlntsu-auon in cspoustug u panklll:lrV.,:dlTal
pntcntpollcy.

As the newly elected President of the Soctcry of Uuivcr's it y Patent Admin
Istrruore (SUP:\) 1 conveyed rhosc concerns 10 the mcmlx-ru of our Socivry
nud, on behalf of rbc Soctcry, dl'sin' at thl s tinu: ro cndorse rhc.postttcu
of the Uuivcr-s lty soctor.whlcb wus Bl't(onh in the recent comruun!...-mton
t~ you Ircm rhc.Amcrlcan Counctf for Iiducut ion and si~tt.'~".Ql'~~;'lll,i.~:ltions,

Stncc rbnr posit iou pnjKT .dlcl nornnnlyac tn domll.soruc I,l( the Iun.Juuu-rnnl
retH':OllB:.for rC;H:hing rhc concluulons cxprcuscd, and ~illt,~l' ~Ul'l\ be-lieves
thnt il\lch .:\ll:lIl:l1)'sis h~: an iml~,ll'talllyh-llIt'I\t. for USl' :lnd for Ih ...· record
In the cur.rem dl'lihl'l",lIilll1S ou Fcdcrril p.ncur pol icy nud may , ;l~ wl'l1,bt.:
cnltglucnlng to th\)sl~,\\'ho art.' kss ftuutlnn- witli illll·llv...·lll:I}.I'n)l'l'rty,l'lld
urc lnlll\if~rllf tt,'dllll)hl!',y. you will fincl ill till' l'l1L'(;Hl'd p~l pcru di:iI:U;.;:;lOli
or the nllaIYlk";ll b:lsis for lhl' p;lsiti\lll or lIlt.' LJni\'I.'1"si!)' ucctor ,lll,dil}i
support of the Thorruou Bill. II. H. :{S')(l.
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Although <111 of the conclusions that hnvc bccn rcucluxl Iu the uuuctn-d
paper ..u-c.not dOC1l1l11'1ltl.X! by stnt ist tcnl cvidcn...-e, or Willi nl l tlw data
that might btl dcairublc , we nrc also Iull y awtu-c that the IW\)11011L'lll:; of
the rhlc ,:,in~th<;:,-govcrnmcnr. I",?f,il ion ;'Xl', aJSO'lllll,.,bol:,;tl'l"I..'d h)' any ~ll,:h

dura. When.', tn thc analysis, n..'f(·rl.~,1l':(·h:1S ,Ill·t'n mndc In ccrtuin :->tlldie,::>
which have hl'cn~;ondllClt'dwe firllll)'" bel lcvc thnf 1I1()~;e'ut udtc s 'mlifoJ'1l11}'
support thc ll; H. ·8596 approach.. III 11Jdilion. the .111<11 ys iu rt'Fll.'l"1 ~; the
cxpCriCI1CL~ of persons who have been cxtcnnivcl y Involved ill the l ...-chnclogy
trnusfcr pr-ocess nnd comports with my pc rsounl Vil'.w~)\'hh,"'"hhaY~l;h!-,L'l~

gcncrutcd over a per led ill excess of 17 your-s us P:~tS!"t\:oLl1r~lt:1 fo(thc
Wisconsin Alumni Rcacru-ch ltouudat ion. till.' :p'll,-/:.'nf ;:;~dl,n Eli,;t r:Jl,iOI~,';'Uld

technology rrnusrcr agent for the University of Wisconsin. ,Abo\'" all.
my pcrsounl cxper icncc has tndicntcd rhnt the titl(,'-:::,i:n~lhl.;':~go,vl'riIIJ~L'llt

approach is u tremendous d is in ..-crutvc TO the succcssrul n-nnsrcr of
technology 1O the public for its bcucf it ;'1I1U. ill fact, fuucr iousto stifle
the dcvclopmcm of new technology. '

11\ndditi()''r.to,',thcattn,cIK'dp:ljit>i'" we en 11', your nncnttcn 'to a ,rec(,jltnrfk-lc
in the FL~br~l;ll'Y:W,~ 1978 L'llitioll,qf BlIsinl'ss Wl,'l'k by' Himllll:'t"'lk Vrius
which 11(),i;l~ts DOl,th,ni l,he fd\~dnml'Ill:11 problem with 'I lit' (}q~r,i:ci:lll'd dollnr
Is 1110 1l~~l~'lror <111;1t idll,al,L'Xp0r[ pulley mul sp\..'dfil'~lllY,statL'S "Wl~ ,Ila,,;':
to (kWd()Rnl'W,lt'.:.JlllO~()~W'llhlp:o,OLH nud scl l thl,:,Slllrr.... A.n\(,l'llt. ru-ticlc
in the Anw.rk,..m .lla r AXSl),..:i:ttilm Jplll"l~'ll by Shdl;'I:~l,d.e;ln i~;llst~: ~f .
Interest since it focuses UP,'1l the various urrnugcmcnt s Wbk'"h~<tlll:'Oll,i~11

the p.ucm svsrcr», can serve the publ ic i1HL'1'CSr'. Copies of L':l;,... 1I of t'IlL's~
W'"C alsc.auuchcu,

'\'e stn)llg1Y'..tlr~C}0U rogtve your clone' :.md -curcful. ..:n.ll'lltion.to I lu- vucloscd

analysts, }"I~ich\"t'·.lx.~l,ievl.'isObjl'ctivdy p'rl-·~;l~'Hl'd.':':lnd put-tlcul.u- rL'g,lnl
\'0 om" fl.'.:l8l)lled: (,"'ollcl'TIl t!l;\l '(lu-re Isa ~a rOllg tiroh,lbil it)' lll:n uurfmonuncc
of lhc"sqltn:~(lllO" ls I i~~'l,~' 1.0 ult Iuuncf y .t'"l'Sl,llt in Gov..'I;nm.l'llt pan-ur 1"K)! icy
JUt1\' h:lg ((1",(1'(1-rjn .. lhl',dir~'l::l ibl,l, l,Jf lith~-ill-I !l(~,~-g\lVl'''ll1lll.'IH.. it i!-itI'lK'S!Ui.I kll
C()ndll:;Il1il,,~1IhL~~I r0Ih~"tK'lil'fofSlIP;\. aud .. tts tudtv idl1:llllll'Ill,11l'l'":;"lh:i\' if such
l'h,)) 11.')'. hl:>:llI11l'S prl.'\':lll'llItlll-' indu:a riill sc..-tot- 's ,l:ffl;l'! i\'l'Ill'::~ in :;,L'Il~h1g
th(,' IWl~;~h: ofo~lrm1...'h't)', uud illtnhllll:(llg,lll..'W' tl'l'"llnl)ltl!~Y 10 ml.'ct,s,ul'"ll lll.'l'll:;

would h,~:sl'\'l'rl.'ly..!lhl.;\d\·l"I'"::;~'I)'iU1ll:F,t.I.'d :llld suu-r our l'"UtIlUl)'"l)11, ihl~ Ju;ld
\0 mvdlocrlty ' ,

Vl'J'")' truly yours,

II\\' 11: rw
llownri! W. Ikl'Illl'I'
1'l"1.'::hh'llt, ~ll,'h'ly \If llnh'L'l":lily
Pi\h'lIt :\dlllillbarilll)i'H
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Recent. riego~hiti01Ubotw!len nonpr'ofit,"pliblic
sector" insututionsand commerCial, "private sector"
firIDli con~~lo,E: pateot arranilements exentpllfy bow
the PlltBll~ system can serve the public interest.
Experiences of the Population COunCil and the Ford
Foundation'ln negctiatfng patent rigblsfor
contraceptivedevelopments un~er grants they made
llnIinter~ng precedents for fUrther coUab~ration.

By SheiliiAvrm McLeari

I N RECENT years the patent system in the United
States .has been the subject of frequent, critical

examination. 'r.L. Bowes's December, 1975, AmeriCan
Bor Association Journo! article. "Patents and the Pub
lie Interest" {61 A.B.A.]. 1521), usefully summarizes
this controversy surrounding our patent system and
concludes that the system has served the public in
terest by helping "this nation become a pre-eminent
developer of technology." Saine recent negotiations
between nonprofit, "public sector," institutions and
commercial, "private sector" firms concerntng petent'
arrangements provide an instructive new model of
hew ,thepatent system can serve the public iiiterest by
catalyzing the further development of nonprofit-based
research end technology.

It is Important to recognize that cqllubcration be
twee ll the private and pubU,c sectors is inGIe'Hsingly

AU""OR'S NoTE, This article is !><i$"d' on a raport prepar&d for the
RaproduCiiv,; BlotolJVand eoniraiia.titlYe QevelopmentprojSCI
under tlla dirSCIlon qf Roy O.Greap"LaboratorY of Human Repro
duc;tionand Reproduetl,Y8 BioIOgv. Har.:a'd, 51:110,01.01, Madi~i!"e,
which was sponsored by the Ford Fouodation. Tha views ell

prtl$Sed 10this articla ara those qf tha &uthor aod do not repr_nt
lin officilll policy of the Ford Found&tlon.

essential to the development of products thai are ulti
mately useful to the public. Carl Dlerasst, a founder of
Syntax and now a Stanford professor. forcefully
pointed out seven years ago in Science that while many
basic discoveries and important steps leading to
technological developments are made by researchers
based in the ncnprcfit or public sector, pharmaceutical
firms-private sector flrms-"play an indispensible
role in the.development of any drug." His observations
have been reinforced by a 1974 report prepared for the
Fed~l Council fox Science and Technology, which
reflects'the obvious point that untverelties and non
profit hospitals do not engage in direct manufacture.
Thus.Iridustry must bring university Inventions to the
market place.

Slnce collebcratlon is so essential, consideration of
new Hrrlingelheots for brtnging the private and public
sectorstogetherfor the!!,mutual henefi t may be hel pful
to lawyers advising either sector:Some6xpetiences of
thePopula~on Council an~ 'die F~rd/oundation:in

Ile!l6~~ting patentrig~ts for'contraCeptive develop
menlll'imder grants they had made:s,~rve asinteresti?~
prec6.dents.fof.further collaborattcn'In that and ()ther
areas> - ,

Iriventi?ns in the field ofconteecepttve -r~Sllarch u
lustra~e ~e way in which patented technology is often

Cood;dI ph<Ilo
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developed, Individual university-based researchers
may conceive of new ideas for fertiltty-regulating
drugs or devices or combtnaticns thereof Thr~.u8h·
their universities, they recelve initial "seed" funding
from governmental or philanthropic agencies. But to
some extent the invention and to a greater extent the
necessary initial research are done at organized
laboratories by teams of professionals associated with
medical schools, research hospitals. or nonprofit re
search institutions. The inventor-professor' usually is
required by employment arrangements to convey pat
ent rights to the employer-university. at least in part.
The work in the nonprofit sector typically does not
result in a product that can be distributed to the public.
Additional,research and much of the necessary de
velopment is done by specially trained teams at well
equipped laboratories. frequently those maintained by
profit-oriented pharmaceutical firms. This is particu
larly the case when development of the; invention re
quires the Food and Drug Administration's approval.
necessitating extensive and costly clinical testing.

In these cases there is a potential for,conflictbetweeri
thapublte eud.jmvete sectors tn the differing
philosophies underlying the funding of rese:arc,~ by
public sector orgenteattons, the availability of f1atent
protection for new.inventions, and the further funding
provided by the pharmaceutical firm. The jiubltc.sec
tor donor proceeds on the premise that its re\\lar:<! for
helpingto~nanceanin~enti0D; villi be publieaccess to
ther~ultsof the supportedresearch at minimum ex
pens~.J'he patent le~s,.onthe ether-hand, are based en
the philoSophy of encouraging the development of
new ideas by giving ,the inventor the-right under a
.peteut for a limlted,perioc(to profit from the
inventj'on~Uherl1:fuse of thapate~t,orthrough roy
ally,.~rr811,geJ:l).,entswith others:',;Because an inventor
ma~__ choose '.toobt~in patent protection in more than
oneccuhtryrIt I~ possible to:obt,-in virtually world

. wide patent rig~ts for an.Invention, albeit for limited
periods of time.

Marketing CreateS Inier'e!it in Royaliies-
Simply st~ted, tt.a petented tnvemton Is marketed,

several-parties involved in its development::-the u,~i~

versity -or hospital where the original re,search was
conducted, the in,~estigator [inventor) in whose ~am,e

the. p~tent was prosecuted, and 't~,epharmace~tl~l
,.firm,where further research and development are car

ried on-cbecnme interested in royalties under the pat
ent and in the exclusive right 10control the manufac-
ture and sale of the product.. , . ':',',

The public sector donor [for example, the ~opulation

Council, the, United States Agency for International
Develupmerit'cr the Ford Foundation] usually retaiun
some form oflicense-u~ually'~,rQ:;,\~y.fl'or_,; nonex
elusive license to make. use. and sell the invention-but
it is usually impractical for these funding agencies to
consider exercising this license. Not betng in the bust-

220 American Bar Association Journal

~'~~~ i.~·~~h~i~~~tf{~'ft~:d-nOl~'Yp·icai!rl~-,~'~'b:~I~~~:;," '.,

of,di~~ib!J-Hng: drU8~ ,?r}d~:vkes; ,they rrlUst,deve!9P'
altern.'l!tives to sa1eg~,\U',dtheir original purpose ofpube
licsector access; at,lo,{Y'Sost, to the'patented}n\·anti~n;·

theY,helpe,dto Iinence.' • .<:':-,,:<,.<.
Experie~~e~asshownthat in exchange'for provid

ing ventu~e capital and other support for furthar neces
sary researcha,nddeveloPrnent, phar'JIlaceutical firms
are, H!,e,IY.,to'require~n exclusive-license under the
patent--::--the:ex~lusive right to make-use, and sell the:'
new invention. Sometimes working together, and
sometimes ~ap~rately.:the Population Council and the
Ford Founilation ha~edevelopedwith pharmaceutical
firms an interesting 'and innovative approach to-this
aspect ofpatents under research grants. At the stage
W,qena graritfor~s8llI'ch:ismade. the grantee institu
tion[usuallY a uutverslty) and the principal tnves
tlgetor enteriritoa paientagreement with the fcunda
tion or council under which the instltu~oIl (lr Inves
tigalor is"rasponaible for obteinlng patents cihjnven~
lions and may grant only nonexclusive licenses of any
patentable invention resulting from the sponsored re
search. The agreement requires the foundation's or
council's consent before the institution or investigator
may permit an exclusfve Iicense of thepatent. Drug
ccmpeaies Jnterested. i~;further development and
marketing .of thein'v,enlian usually do request the
foundation's or council's consent to exclusive licenses
before they will make the substantial investment to
develop, test, and market the drug or device.

Royalties Can lie Fed Back into Research
The foundation and council have' made an initial

decision not to demand royalties in return for their
consent to an exclusive Hcense.uven though It might
be simpler to negotiate standard royalty arrangements
with pharmaceutical firms. The donor agencies could
then. feed these royalties back into 'further research.
The Population Council, for cine,has corrstdered and
rejected this approach on the ground that its objectivity
in advising on the use of contraceptives might be im
pugned ifit were viewed es having a fmanclal stake in
a parti~ularJlroiluctt'

Instead they take steps in their agree~ents with the
drug companies. to assure that the public sector will be
able to purchasethe new contraceptive devices ata
price lower than that which the drug company would
charge the private sector (for example, commercial
suppliers to private phystctansl.rfhe key issues forrri
Ing the basis of these agreements are [a] definition of
the "public sector," (b) prici~g formulas, and (c)
guaranty of supply tn the publtcsectcr. "Public sector"
is defined. for example, as nattcnaland voluntary fam
ily planning programs. A pricing formullifor the pub
lie sector Jo~ example,,'T.a,Y take into a,ccount the cost
of the 'product to the pharmaceutical firm butnot giye
any.profit'to the firm.~ompublic sector purchasers.
The guaranty-of-supply pro,Visions'attempt 1"0 assure
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that public sector agencies that order the product at the
special public sector price, will have it supplied to
them.

The details vary with circumstances, such as the
sums of money the various parties havacontrtbutad, or
will-have to coatributa, to research and development.
Negotiating these arrange,ments 'can be extremely
complex and time consuming, and the legal fees can he
substantial. .Thare are at Ieast.fourparnee-cthe.doncr
agency, the hospital or university in which the inven
tor works, the inventor, and the drug company, The
interests of the various parties are not, of course; iden
ttcal.The hospital end inventor usually w'ark out lQY
alty arrangements at the SB.D1e time the donor agencies
negotiate the sptacial pllblicsector pricing for,mula.But
if the parties approach the negotiations in gQOO faith,
and with a sense ofhumor, their agreement can bea
workable model for collaboration- batween_philan--.
thrOpyand industry.

Jusdce Doparlment tuuee Pwition
The justtce Depeetmenthas recentlY'announced its

position on a patell.tUce,~ing anangement between a
nonprofit, public sector (Irganization and several pri
vate sector pharm8.ceutical firms. The public sector
concern is !he .Salk Institute for Btclogicel Studies, a
publicly.supported, nonprofit organization in Califoi';
nia that performs biological research. salk outlined to
the JUstice Department a proposed licensing arrange
ment of patents_fora drug (S0IllB.lltostatiIi) intended II)
_treatdiabe,tes. Salk would. grant wo:rld~~e, nonex
clusive patent licenses to five pharmace,u,ticaUinns
and would also agree not to grant additlonallicenses
fora period of three years after the first sale of the drug.
At f!1e end of three years Salk would again be free to
grant additional nonexclastve licenses. In return, the
phannaceuticalfirm_ Ucensee~'would pay the institute
royalti.esand would commit themselves to, eltatcal
tesnng cecesearr to obtainingtheFOOd and Drug Ad
ministration's approval to distribute the' drug.

In February, 1975, the Antitrust Division of the Jus
tice Department issued an unfavorable business review
letter with respect to these proposed arrangements. But
In Dacembee, 1975, the division reversed its 'earlier
position. In the Deceml:Jerletter, it found that tempo
:rary llinitation of the number of license8llElppeared
reasonable because Salk had been unable to obtain
license agreements with qUalifi8d and interested firms
without such a limitation. In addition, the division
found that the terms in Salk's Iieenalng-agreement
were designed to minimlie the anticompetitive con
sequencesof that limitation.

This discussion: of patsnta bas focused en public
access to patented invllnti0ns initially funded by the
public sector. IUs important to remember ti:J.!lt,the life
of patents is lirnited in thaUnited States fors~enteen

years. Indead, some.cf the _patents on contraceptives
invented inthe late 1950s and early 1960s have expired
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or are about to expire.Fer example, Syntax's patent on
Norethindrone_and Searle's patent on Norethynodrel
expired in 1972. once the patent expires; the inven
tion, including all thedatarelated te tt contained in the-,
patent applfcation.de.dedlcated to the public.

_In' certain cases the patent holder end-these with
licenses to make the invention will have a large heed
stilrt In-developing teehnrcal know-hew andI1llll'ket
acceptance fat tha product, and their market pOsition
may not be affected adversely by the expfratlon of the
patent. This may be trua for patented devices such as
intrauterine devices carTying releesmg compounds.
On the other hand, replication of available contracep
tive compounds used for the female contraceptive pill
ia reletivelysimple and inexpensive. The end of patent
protectton.cn these products will almost certainly in
vite competiticin eed eeduce the IDO_nopolyprofits'as-
sured by the patent.' -

Life of. Patent May Be Extended
Because the Food anci Drug Administration and _

other regulatory requirements demand a len~llY ,
period of testing beforea patented product can be ap
proved for general use, Carl Djerassihas suggested that
the Hfe of.a patent be extended for a specifiednu.mb~J;

of years' irlteta, contrac~ptive. product has baen ap~
provedby the regulatoryag8Jlcy. CD.!l'gressional con- .
sidera~on mightbe given to granting these extensions,
by amending the patent law, in return for a quid pro
quo benefiting the public, as ,for example, a stipulation
that.the product be made available a! a special low
price {at "cost"} to nonprofit or gcvemmentel pro
grainS,distribul;ing the product (nonprofit gov~rrimllnt
sponaored family planningprogrillDs). ."

As indicated by these examples, imaginative 0811 of
patent arrangements can facilitata the development.
and marketing ofpubUcsector inventions by colleb
oration between the prlveteand public sectors despite
the differing interests of the parties involved. The
8uggest~ model mayimcourageoth,erpublic funding
agencies,univeraities. nonprofit- retle8rcb institUtes,
and private, profit-oriented nempantes-c-andfheir
legal cOunsel-:-to look at theirnegotiations ever paten!
rights as a helpful tool for mutually beneficial ccllab
oration.A
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