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Enclosurc

}
I thoroughly enjoyed your presentation at the SUPA Meetingl

in Chicago. I completely agree with your approach to the paten~
problems at Universities and hope that you ideas will prevail I
in government policy. I

In 1973 ,Ivhen I was a member of the NSF Advisory Committee I
for Planning and Institutional Affairs, I proposed a plan for I
direct agency support for technology transfer. I may have sent I
you a copy of this proposal at that time but if not I enclose !
one for your information. The Committee discussed this plan bu~

it was disbanded before a decision was reached on whether or noti
to submi t it to the National Sci ence Board. !,

The NSF has not shown any further interest in this proposall
but I still believe it has some merits although some mod Lf Lcaticns
are probably in order. The basic concepts of the plan are that I
(1) 'there be a firm agreement that. each research proposal shall I
contain a line i tern for technology trans fer, (2) that the un i v eri
sity should match funds probably on a 50% basis, (3) that there I
be a separate account for support funds and royal ties, and (4) I
that federal support should end when the program becomes self- I
supporting. I

~
I would like to have your comments on this plan and. whether!

you see any way that it might be put in effect with one or more I
federal agencies. I

Dear Norm:

Dr. NormanJ. Latker
Office of General Council
Department of Health, Education and Welfare
Washington, D.C. 20201
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University of: Delaware

UNIVERSITY RESEARCH UTILIZATION

INTRODUC'l'ION

J

Pronosed fo~ HSF but
~ . ~.

not for;:i&11~ su~mittcd

The research facilities that have been built up in univei,si
~

ties since 195~ represent a large and continuing expenditure

public funds, and the public deserves maximum return on this

elf;
'1

ih-
0
~

vestment. !'lhile federally funded university research has m?de!
. 1

valuable contributions to the defense, space and atomic progra~s,.. . ,
, .

it has not produced an appreciable number. of commercially succ~ss-
~

, ful inventions or discoveries in other fields. This apparent ~ack

of commercial utility does not mean that commercially successfpl,

results cannot be obtained from university research but

there has been no incentive for commercial development.

rather! that
~
I

As a luat-

ter of fact, ongoing university research represents a valuablel
. I

~

national resource that should be exploited more fully for the ~ene
~

fit of the public. However, successful exploitation can only te
C.'

obtained by providing incent.ives for the university, and for tbe
!

private company that will handle the. commercial development or the

state or local agency that may utilize the results of the reselrch.

STATEMENT OF THE PROBLEM

Federal research contracts and grants to universities do Aotr . - l

have a budget line-item for research utilization but publication
:i

usually is funded. This means that the results of the researcijare
it
~

published and then the project is terminated without any study!of
fc

the possibilities for utilization. Most universities are int,eJ:lcsto:"J
f,

ill promotill(f the usc of their research, and do provide limited lfllllc!:-;
\

*
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THE PRESENT SITUATION

adequate research utilization program.

cd so that each research project can be critically exumined

......,...•

I
r"
f
I

for patent and c02yright protection, but they cannot afford an !,
t

Sorne arr~n(JcmcntiB-neca
I
f

for!
}

I
useful technology, and support can be provided to develop I nvcnj-

, jj

. I
tions and discoveries thut appear to huve potential for success/

~

fulcon~ercial development or would be usefUl to the pUblic. !
f

. Ir
t
\
ir

There is a widely .heLd opinion that much of the resec,rch!
!

financed by the federal government has not been fullyutilized.l
~

There are no data to indicate that discoveries are being WithhJld
t

from the pUblic, but the vast sums spent on research and the s~all
i

number of patents granted on the work indicates a lack of utill-. I
zation. For example, in the four years 1966-70 the NSF issuedl

t

. I
16,207 grants or contracts for 905 million dollars and reporte~

j
only 237 patent disclosures and 21 patents granted. There is no

information available on any commercial use of these patents.

Some utilization without patent protection may
J

• toccur, but ~n gener-
~

be incurred by a private company without patent protection.

The liberalization by presidential order has given asearch. !,
1

policy thClt is workClble although still considered unsatisfiJ.ctqry by

many compan.i o s r but even this po Li cy , which offers rn i n i ma I p''1Jen:.
!

al the additional expenditure needed for commercialization \dliL not
i
f

!
The federal policy on patent protection has been a major ~ac-

1
~ .' .' \

tor in deterring private industry from using federally funded ~e
f
I

pro t.cc t.i on , is now und o r court a t t a ck by COn$l1I1\8r groups.



of

{

I
!
!
J

problem!
!.'f
i

- J -

tec:llnology ,trcmsfcr.
f

Q.l1:i:vcr:.';_~ t~.!,.cti':-:.U':'i 'l'he orienta t ion t owa r d bas ic rcscarlch
i

in un i.vo rz i t i.c s is Changing s ornowha t; to include more mission- I
J

. I
oriented research in accordance with the dcruand s of sponsors. t Sorno.. I
investigators welcome this trend, but the majority arc still 8r:'.-

'1 d .. h d . d b Li . Jma r a y a.nt e.r e s t.e lTI ba s t s r e scar c an consi ocr PU . r ca tr on JJn a. ... 1

t
refcreed j ou r n a l.: as the logical and sufficient end product of ltheir

research. l,n educational pz o qz-am is needed teo inform facul t.y !mem-
I '

bers on procedures for technology transfer and to convince thcim
I
r

that it is also rewarding to have their research used in induJtry
• t:

~

unc('rtaint.yof patent protection 'greatly increases the

"

or contributing to better social conditions. The

ment Improvement Section of the NSI' is supporting

Research Ma~age
. I

-~
an exploratqry

s
<

project in this field through their contract with ~he Researc~.. . . I

Corpbration (1)*. A number of universities and colleges, par~icu
t

f
larly those wi t h a Land Grant background, have long promoted ~esearch

~
utilization, but only to a limited degree and never across thd whole. . I

i
field of research. Surveys of university activity have recen~ly

t
been made by the University of California and Northwestern Un~ver

!
f

sity. Partial reports of their finds are given in the Append~x(2)*
t

(3)*. i
l

SOli\C general conclusions that can be d r awn from these su~veys
I:,

arc:

A. University of California

* Nurnbo r s refer to ma t o ri.a L in tho appendix.

F
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1. "majority of the: Lric t Lt.u t i on s usc outside consult~nts

\
1

but f.ew usc ou t s Lde rnan aqomc.n t. f i.rms, I
t

l
2. ROyiJ.lties to the inventor vary from 15' to 50~ wit~ a

3.

4 .

xoughavcrage of 30 ••

!
'rhe major part of the income always comes from one tor

two patents, irrespective of the size of the progrJm ..
!s
1The.inventor 1 s depart.ment arid college usually do not
t

f
share in the royalt.y income. [

t
5. Mostinstitut.ions do not have full-time patent empl4yees.

I
6. Based on the nun.be r of disclosures, more applicatitns

f
1

per disclosure arc filed by universities than is u$ual
I

for patent management firms. I
1,

B. Nort:ln'lestern University I
!

1. In general, the conclusions of the California survey
i

2.

are conf irmed. !
I

Over half of the institutions use a patent committee
I
!

to decide whether to file a patent application. 2?
!

. out of the 57 institutions use outside consultantslto

help them determine whether to file.

Patent activity increases rapidly w.it.h increased

'l'he roughly esti.mat.ed cost of adm i n.i s t.r a t i.on

3.

4.

5.

fessionLll tinie devoted to patent promotion.

Only.llout of 49 reported full recovery of

f rom roy a I.ties.

from 0 to $lOo,OOO.witl~ t h e average for 25

inC] $]7,500.

pto-,
Of

expcns~s

Is
t

. I
\Tarle;:;

schoo] ce-
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6. nn unusually large number of patents axeliccnsed1

~~\IS'_:r:.~_(~n.!:. Z:;ctiyi.t::y. Technology transfer "nd research uti~iza
t

tion program:; arc bc i.n-j offered by a nurr.ber of federal arid static,
f

. h .. .. . .c.t·agonclos. l\mong t o se programs, the Intergovornmc'I1Lll SClence'l the ...
}
I

Experimental R&O Incentives, and the Research Man~goment Impro~e-
i

ment. programs in the National Science Foundation arc the onesn\ost
I
r. . {.

applicable to universities; but no gov8rnment program directly!and
~.

fully covers the university situation. A satisfactory university
r

research utilization program should provide:

. A.

B.

c.

f

continual r ev i ew of all research to identify any pro j ec t s
I

suitable for commercial development or public use. I
i

capability for patent coverage either in-house or thrdugh

i
an .external agency. I

I
{

agreements with one or more extfOrnal technology develqp-

ment agencies.

D.

E.

the right to obtain and license patents resulting

sporisored or unsponsored research.

support for limited development of inventions or

i
froI\'t

}
i
t

I
c1is- I

coveries to the point Where nonfederal sponsors will I
provide support.

!
Pr<?fes~.LoI!_al OrqaJ)izations The National A,;sociationof S~ate

1
~ t

Universities and Land Grant Colleges made a,study of universit~

l
research utilization in 1973 and drafted a policy and position I

~.
paper ent.itled "A Un i.vc r s i t y Delivery System for Ro s ou r c o r; a nd.]. .. ... . ·1
r(!lo'v:lQd(jcRcsollrccs It (4). This paper has not been issued but l1h('

I

draft Culls for ,HI extensive federal ,,,t,~tc

or9arliiation f o c u s ud tl\:rOtl':Jh one un.I vc r si ty

;;

anJ local 90vernme~t
t <

. 1 . . Ia n o a c 1 s t a tc , Exhcn
J



i '
sion ag'ent.s, similar to those in the prC':..-;entC0s>pc;rLltiv(.': Extqnsilon

~
Serv'iccs, wou l d be the mechanism for research u t i.Li.z a t i.on . I

. I
It appca r s t ha t; t.hi s proposal wou Ld set up a now Lu rcauc r acy

. ,
t

at a L'l, govcrnrn'"llt Lcvc l.s tlwtv.'Ould be c xpe n s i vc and might ac t uajl>

I
ly hinder rath0r than assist transfer betwcenthc producer and t:;he

I
user. Technology and information transfer will proceed SI,loothlyl

,
only if the university establishes credibility with thc groups t~

1
whom information is to be t r an s f e.r r ed and t.ho s c q r oups bocornc rej-

I
ceptivetouniversity initiatives. These attitudes of credibili~y

1
and receptivity can be attained better by direct negotiations be~

I
tween the principals than by negotiations t.h rouqh a third pa r t y . I

. 1

The National Academy of Engineering recently made a study f~r
}

the NSF and prepared a report entitled, "Technology Transfer andl
f

Utilization." This report dealt primarily \"lith the transfer frok
1
!

federal agencies but indicated that it also could apply to unive!r:-

1. providc funds for transfer preparation

B. only worthy projects be selected for action.

c. the propcr environment for TTU be created; i.e.,

,
t
!

I,.
f,
!
t
I

I
I
l
I

r
f
t

!

f
I'
r:
~,

t'

i
t
i

1,

t
t
f

r,
\

t,
f•

.r

i
f,.
f
t
i'
!r
t
L
I't
c

r
f
\

I
I

,!

i
i,

greut.er

I
!

participilllts

c ]

is

6-

service t)Q~~it.ion (.:1 .a i.mi La riuni vc r n it.y pos i.Lion

rccog:d ~e the "Lran s f c r u t Lki.z a Li o n CH]ent" as a

ImpLicd )

cstablish a budget line-item for 'TTU

cover ~echnical and finilncial risks of

3.

2.

The report reconrnends that:

technology transfer and utilizati~n (TTU) be given

4 .

emphasis, particularly the utilization aspect.

A.

sities.
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suvPonT FOR TECHNOLOGY l1TILIZATI():i'
~_._.__.------ -----.

5. grant cxcLusivc licenses for q ove r runon t; patents.

receivi.ng agencies and docs not introduce an intermediary.

p La cos the r c s ponn.Lb i lity for t r an s f c r wi th the or ig inating

The NEl\ approil'.::h is preferable to that of the! Nl\SULGC in that

I
!:

~
1

!
t

-L

Three,parti.es al~c: involved in the conunc r c La I development if
all invent:ioll ordiscoverv made duri.ng a federal sponsored reseJrch- ., . . I

1:
i!

project in a university. They are the federal agency that supdlies
!

the funds for basic research, the university where the researcJ~ is

'.- ,.

covery.

conducted, and the private company that supplies the funds andlthe
~
}

expertise to develop, rnanu f act.ure and mar):et. the invention or &is
J

-J

'l.'he first step in the process, the basic research, is
~

onLy a

!
moderate risk venture if the objective is to increase basic knbwl-

~ .

edge. A proposal by an experienced investigator, after passihga
r
~

revie\~ panel, \ViII very likely produce r o su Lt.s that a r e of SUf.~i
t
Ji

cient value to warrant publication in a r efe r e ed journal. On~he
I

othe r hand , a proposal fOI: basic research. continuing for onlyl em'
J
f

or tHO years, with UK' expe.c t a t i.on of a c'orruuc r c i a L product ii3 rh8
result, is a very high ri.sk pzopos a I with little chance of succc s s .

I,
At the end of the basic research step, which has produced the

.. . I
desired extension of k now Lcdq o , a r cv i cw of the, l'C'~,U1 ts by a n 1ex~

i
port In the field may .ind i.c a t c t.ha t. an Lnvcnt i on or di s covc r y ihCts

f
L\..~(!n

,~;:.; a

mad c . ]\t thi s point thercsear'ch u ti Liz c t.i orr process :'is

h i.cil ··c).: v ou t -:'l ~ •• ] C"'.~ ....).:.:1:.. ,- ]J' j-' A .~" •.• -: .r- toll ~~. F. ]'~ll1 1.J.. "" Vt..dur,,- ',' l()~"C CC_ . U.,tFl. J .d t. ..• _I_.0d~-' . h..,C (1.", o~
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The: o r Lqi n a I s ponsor i nq aq ency mightwe:ll

!
I
f
:1
!

I
t
be,

fer r i qh t s for d e vo Lopruo n t; including the patent rights to the

saLisfierJthat
I

i L~; o r i qi.na Loob j e c t i.ve has been a t, toincd,i'lnd trahs
!
t
t

university for further action.
": - - {

The most su i t.abLo method of f und inq from t.h i s point wou l.d ~e
~

for the university tocovcr~ny developmental. costs to tIle stagt
f

.....here a pa t cn t app Li.c a t i.on is filed, and then a t t omp t to l.i_cens¢
f

ever few universities can afford this course of action. As stafed

earlier, less than half of the universities iri the Northwesternl•

,

t.h e patent to a p r i.vat e company for commercial development. t
HOf

f

University survey showed a net profit from their research

proc r ams
f
!

I:
I
{

l:T'fILI ~A'I'ION

The California survey, which covered 23

A PROPOSED UNIVERSITY !'EOGRi\1-j FOE TECHNOLOGY TRIINSFER AND--_.._---- ....,..-------_.---_. ------

would a l l ow universities to plan and carry out e f f e c t i.ve

tion activities.

of research utilization.

I
larger and older universities, showed only 70% with a net profit.

t
l

from one or twoAlso in every case the major source of income was
•1:
f

patents. Unless a un i versi ty is fortunate enough to p r oduce a I
s
-I

high return patent in its early years of operation, it will hav~

-. i
many years of deficit which must be made up from the educational

I

~
budget. Federal support during this unavoidctble period of defi~it

~

~
The informa ti.on p r e s on ted above indicates tha t now procedu r os

•
are nccd(~dto ut.i1.i i::e the

[rom un i vc r sity ro s cu r c h ,

p r opo r form [01.- tr,Jn::'d'l,,;~r I

information a nd technology that r,,;;ulis
i
t

~vorthy ma t o rLa I mu s t be idl'nti Lied, ~,ut .l,rl

~
.ind t.hen d i reeted to. the »ubLi c or p r i .... al·c'

l.. Ii
1



a'Jencics that. will fl.l{thf!.r. dove Lop the ma t orLa L for their part~cu.lLlr,

',.i:-:'

.U':8. 'l'hc co c t, or ulil Lz ati.on should

agency, the univcrsit~ and the U2er~

posod r.o a ccompLi.sh these obj ectivo s .

~ .

be shared by thp sponsoiirlg
1

The f o Ll owi.nq procedure ~s I'::-O~

·",,·.•-,,·c"

1.. The university wou Ld submit to its federal sponsor a
j

proposal for technology transfer and utilization (TTUll.,
2. "The federal agency and the university would negotiate ~

;

TTU direct-cost line-item for all contracts orSTants

(estimated less -t.h.an 1% of direct co s t s ) . i"

3. The university wouLdvma t.ch the sponsors cont r i.bu t i on tb·

4.

TTU.

The TTU funds would be placed in a special account

~

cUb!-....., ->:

5.

ject to federal audit.

An Institutional Patent Agreement that permits exclusi~-e
~
j

licensing wouLd be negotiated between the agency and t.he
'j

university.

6. A limited amount of prelicensing development would be

allowed under the TTU program.

7. Development costs after licensing would be paid by

licensee.

8. Royalty income from licenses would be placed in the TTU
.. ),

9.

account.
/

A reserve equal to one year of operatinc exp2nscs

be a Ll.owcd to accumulate in the 'I'TU account. Any

in excess of this amount could be 1.1,,('<1 Lo s uppo rt;

~ .

1

i
\

IVQU ICl
~

f urid s

.~

s i.ty r c s ea r ch . At this po in t: the fedc,ral support Iwul~

I
be stopf/ed or reduced t.o il sma L'l amount t.o covo r only I

')



.....'

,iclentific~tion of, inventions.

'I'h o pl-illCipi1l of the direct-cost line-'itcl11 in un i.vo r si t y

gran ts ttnd,,,,~{)nt:G,ct:;~ for technology t r an sIc r s hou l d be, accepted

all feclerill "',!cncies for the full app Li.c a ti.on. of this p ropo s.a L;

[l("'tlcvcr, a~'cepti)nc,' of tho:' concept by the NSF a Lorievwou Ld

many un i.ve r s i t.i e s to expand thcirpl:(;scnt tcchnolcJY programs.

The experience gained on the NSF demonstration p ro-j r a .., could

be used to promote ilcccptancc byothcr agencies •

,


