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Foreword

These are stories of innovative Utah
companies. Some are multirmillicn dallar
glants, others have yet tc make a profit.
However, they all have twio things in
commort: they deal in figh techrotogy.
and they trace therr ongins, directly or
indirectly, to the University! of Utah.

High technology refers to machines
and processes using the very latest
scientific knowledge. And the rate at
which such knowledge moves from the
laboratory into commercial apphcation is
increasing all the time. ‘

During the 1980s, an increasingly
global marketplace will develop In
which the remamnmng !abor-intensive
rmanufacturing activities will shuft to
what are now the developing countries.
This nation’s prime product in such a
new economic order wiil be 1deas and
inventions —in other words, high
technology.

As Gov. Scott Matheson noted in
his State of the State Address, if Utah
wants [0 participate in this economic
future, “we must make a dramatic
commitment ¢ new technology.” Since,
as the governor puts it "the raw
matenat of the information age is
intelligence.” education as an “investment
In our human capital™ 1s the key to the
state’s growth.

In fact, a study by the Joint Economic
Committee of Congress found that the
number one factor high technology

mndustry considers 1 locational decisions
is the avadability of educated. tech-
nically skited workers,

Utan already has. considerable assets
for attracting high technology industry.

. Primarily because of companies growng

out of aruficial organs and bromaterials

-research at the University of Utah, -

Scrence Digest reported that "Salt Lake
City is becoming Bionic Vatley -the
epicenter of a broengineering effort that
promises Lo shake up the entire heafth
care system.”

Further. because of its location in the
growing southwest quadrant of the
nation and its good quality of life, Salt
Lake City s one of-10 “cines of great
opportunity”.for the '1980s, according to
social forecaster John Naisbitt, author of
the best seller, “Megatrends,” and a
University of Utah alumnus. And high
technology businesses locating on the
\Wasatch Front may be expected (o
eventually establish some satellite
operations in Utah's rural communities.

The University of Utah is committed
to helping attract and create high tech-
nology industry. Its policy s to get
research inventions to the marketplace
as quickly as 1s feasible.

While the Urniversity owns any
technology developed by employees
using its facitities, it actively seeks to
license the technology tc the nventor or
[C private companies. In return, the
University usually receives royalties on
sates and sometimes stock in the
companies invoived. Returns from such
license agreements flow back into
University education and research
programs.

Faculty are free to form or participate
in privaté cormganies as long as the
activity does not conflict with University

interests or the faculty members’ aca-
demic commitrments. Some professors
invalved with comparies have shifted to
part-ume status or eventually 12t the
University. Some have built up com-
panies, sold them and then been reap-
pointed to the faculty.

The University offers a range of
services to high technology industry.
including @ 300-acre Research Park adja-
cent to campus, the University of Utah
Research Institute which conducts

applied research and testing not switable

for academic study. and a patent office
and a patent attorney.

Private companies find the Univer-
Sity's fibranes, computer center and
scientific equipment major resources. Top
scientists and engineers for private
firms. many of whom hold Ph.D.s, attend
campus cultural events, take classes
and hold adjunct positions on the
faculty. Employees of firms in Research
Park have privileges at University
recreation facilities,

The companies described in this
bookiet are featured because they devel-
oped from, or required assocltation with,
a major research university. These
stories give an insight to the kind of
remarkable technology and innovative
firm that 1s becomng a key element of
the Utah economy.

James J. Brophy

. Vice President for- Research



enough o beain producing a product.”
says Frank P. McNeidl, UICI general man-
ager. The remaining space has been
leased to other huigh technology
businesses.

In 1ts headquarters. LICT wail provide
a technical hbrary, offices, conference
rooms and pooled secretanai, legal,
computing and other services. Each client
wiil be piied for the services used.

Technology-based companies often
need sclentfic equipment, such as
chemical analysis instruments and elec-
tron microscepes. Beginning companies
seidom can afford such items. But
since they are based in Research Park.
UICH clients wili be abie to arrange for
use of such equipment cn campus.

Besides licensing or setling techncliogy
it owns and receiving revenue from its
stock 10 high technology firms, Utah
Inngvation Center Inc. will o business
consulting for existing firms and govern-
ment agencies on problems related to
commerciaiizing new technology.

ICT illustrates the Univearsity's role
N helping develop the business as well
as the scienufic experuse essential for
launching igh technology companes.
It shows how successful teamwaork
among government, academic and
private enterprise can help future Uni-
versity researchers in various fields
commerciaiize thew products as well as
attract non-University-related busingsses
o the state.

Ter:ra Tek Inc.
420 Wakara Way
Sait Lake City, Utah 84108

Sidney J. Green, President

The formanon of a company to carry
on waork begun at the University may
be cnly a pegirning. The spin off firm
may :tself preduce spin offs. And
talented scientists, engineers and man-
agers who come to Utah to work for
those companies may end up founding
stll other companues,

Terra Tek Inc., which concentrates
on geosclence research activibies, 1 an
example of a small, singie-purpose firm
mushrooming Mto a web of companies.
The central corporation nowy NAas seven
divisicns, subsidianes and affilates, not
counting independent firms launched by
former employees.

in fact, the parent firm’s chuef activity
now s sSiMmply launching or acquirnng an
mnterest 1, and then nurturing, other
high technology companies. “Terra Tek s
really an incubator.” says Sidney J.
Green. gresident and chief execulive
officer. "We help create or develop
companies. As they mature, we push
then out of the nest, and they gradualty
proceed on their own.”

A philosophy of promoting new ideas
and new companies (¢ implement them
has led 1o the group’s total annual
revenues growing from $4.7 miiiion to
$12.8 million aver the last six years. Terra
Tek companies now have more than
350 employees.

The firm originaily grew out of
federally funded research in the
Mechanical Engineering Department
studying the characteristics of vanous

types of rock structures under extremely
high pressures. The principal investigator .

was Dr. Wayne S. Brown, professor and
former dean of engineernng.

In 1969, Brown incorporated Terra
Tek, and 1n 1970. the company opened
a four-person. office in downtown Salt
Lake City. Iriually, the company
continued work on the federal research
contracts started earlier ar the Uriversity
Most of the firm’s research durning this
period focused on the potenuai effects
of an atormic blast on Minuternan missile
silos. The studies also develoged data
engineers could use to design safe
underground bomb tests mn Nevada.

Since then, Terra Tek has expanded
Nte a varety of engmeering research
activities for government and industry
clients. It has acquired an interest mn of
launched seven other enterprises.

These include Drilling Research Labora-
tory Inc. Terra Tek Systems, Terra Tek
International, Native Plants Inc.
Resource Enterprises inc., Terra Tek Core
Services and GEOTECH Ltd. Terra Tek
aiso was one of the onginal occupants
of University Research Park.

In its early years, Terra Tek financed
growth with bank loans. stock sales to
employees and i1s own profits, in 1980,
it began seeking investments from
national venture cagitai companies 1o
finance more rapid growth.

Generally, as a Terra Tek operation
becomes attractive (O investors, SIOCK 15




T
///’ -——

Mortor Co.-University of Utah research. on various processes and products the conducting basic research. And Just as
DOE is sull funding the studies. which team invented. The University has since  Ford Motor contracted with Gordon
are now being conducted by Ceramatec . Hicensed many of the patents to Cerama-  and hus team, Ceramgtec has subcon-
privately, \While affliated with the tec. In wrn, -as Ceramatec markets the tracted with present University faculty
University, the research attracted $2.3 patented items. the company will pay for some of this research. "Research
miftion in federal research ang develop- reyalues to the University. ~CONITacts are very important,” explains
ment rmoney. ) - The company seeks to find diverse Gordon, "because out of them come

- Gordan, who continues to hold his uses for its specialized cerarmics and ideas for our future products.”
appointment as professor of materials - generally Lo “operate at the forefront of The company's development illusirates
science and engineenng and who stilt advanced materlais technolcgy.” says the various rofes the University of Utah
teaches part time at the University, Gordon. piays in bringing high technalogy
became the principal investigator on. the Ceramatec is now graviating toward industry to Utah. Those roles include
Ford-DOE subcontracts. i commercial sales, Its speciatized products  enapling a new process to be developed.

initially, research was centered in the  are already being soid in Eurcpe, helping the process to be agpiied
Materials Science and Engineering Japan and throughout the United -~ commercially and then conunuing to
Department. Graduate students assisted States, and potental markets are vast. feed a stream of ideas for further appii-
faculty. and several theses and disserta- The company aiso expects to continue  caucns of the process.

tions resulted. But gradually, aspects of
the research became less academic and
thus less appropriate for student training.
In 1976, those portions of the waork
were moved to the University of Utah
Research institute, a University-affiliated
but self-supporting entity established to
carry on research that has become
commerciaily, rather than academically,
oriented.

As work progressed further, nowever,
both Ford and the government wanted
a profit--making organizanon to carry
Out the technology on a larger scaie.

So it was up 1o Gordon to decide
whether or not to form a company.

By 1979, ten investors - primanly
Gordon and Gardon's coliaboraters from
the University —had raised $120.000 in
working capital. Last yedar, the firm's
income was §1.3 mullion, including
$600.000 in commercial sales. Cerarnatec
now has about-40 employees.

When the University was sponsoring
the research of ‘Gordon and his asso-
crates the :nsmunon took patents

Ceramic matenals manufactured by Ceramatec Inc. a spin off from the Urwersity Matenals Science and
Engingering Departmeént. cauld be used to power nongasoling cars and extract metals frorn sea water




about 15 emnployees and 1s receving
about one order & week for the Utah
Arrm. In 1982, Wiita, who receved his
MBA from Harvard, came to Utah be-
cause he was “"blown away by the tech-
rology” of biomedical devices being
deveioped at the Unwversity.

Revenues for 1982 totaled about
$500.,000. and the present annual saies
rate is about §1 million.

The Utah Arm is another examgle of a
research idea developing into 4 bene-
fical product That has been possible,
explains one Motion Control official,
"because Uneversity of Utah policies
encourage the transfer and commerciali-
zauon of technology o industry when a
product becomes viable.”

Bunnell Biomedical Inc.
391 Chipeta Way, Suite G
Sait Lake City, Utah 84108

Dr. J. Bert Bunnell, President

Bunnelf Biomedical Inc. recently mar-
keted an.air pressure monitor that signals
the nurse if a patent's resgirator 1s not
working properly. The ccmpany 1s
waorking on a “high freguency ventiator”
that could replace respirators now used
for critically ill infants and children,

But. says Dr. J. Bert Bunnell, BBI
founder and president, if the Utah Inno-
vaton Center at the University of Utah
had not helped launch the company,
development of the kfe-saving devices
would have halted abruptly.

All that would have remained of a
decade of research at Harvard University,
Massachuserts General Hospital and
two private firms, says Bunnell, would
have been some disassembled-equip-
ment and an untested clinical prototype.

A native of Price, Utah, Bunnell
receved his doctorate In engineenng at:
the Massachusetts institute of Tech-
nology.

in the course of his research, he
became concerned about damage infants
were suffering from respiratory therapy.
The standard method of treating respira-
tory distress was forcing ar into a
baby's lungs at about the sarme rate as
narmal breathing, explains Bunnell. If the
pulmonary passages contained any ieaks,
bigger doses aof air were forced into the
lungs in order to meet the child's
metabolic requirements.

However, the continuat pressure of
air bursts can rupture a weak child's
lungs or inhibit the child's cardiovascular
activity.

In response. Bunnell began explonng
“high frequency” ventilatton-a concept

that had peen discussed for some years
in scientific hterature. Eventually he built
a new type of respirator that operated
much faster than normal lungs -

at more than 900 breaths per minute -
but released far smaller bursts of arr

After bullding two more protolypes.
the comgpany Bunnell was employed
by announced it was closing. That's
when the Innovauon Center suggested
that he start his own company. Within
a few months, the center helped
Bunneil buy the rights to fus research
and prorotypes.

In 1980, BB! incorporated. The Inno-
vation Cenler provided space and advice,
and minally paid some of Bunneii's
technicians. More important, the staff
tent rmoral support. “They kept believing
in 2" Bunnel! says.

in rewrn, the Innovation Center
recewved common stock in BB The stock
has since been divided between the
University of Utah and WCTL gving
each of the two entites just over 10.
percent ownership of an increasingly
valuabie biomedical firm.

By the end of 1982, BBI was selling
5C air pressure monitars 2 month.
Revenue was coming in at the rate of
about ST milhon annually, and the




fade and otherwise modify recorded
scunds.

In 1977, Soundstream [nc. made s
first important digital record - a recording
of Arthur Fiedler and the Boston Pops.
Record companies recognized the
sugerionity of the diqitai method,
but generaily they weren't wiling 1o
purchase Soundstream’s recorder out-
right. So the firm began offering recard-
ing services to Columtna, RCA, Telarc and
other music companies, and has now
recarded atout 300 albums.

One of Soundstream’s achievements
has been using digital processing o
remove distortions and resonance from
rmaster recordings of Ennce Caruso.
RCA has issued a multi-alburm ¢ollection
containing the restored versions of the
complete Caruso heritage.

Recently, a number of companies

have begun using digital recoramg
technoicgy 1o produce inexpensive
record cards (similar tc computer cards)
that can be inserted o spectal home
piayers 1o reproduce high gualty sound.

in 1980. Stockham decaided to merge
Soundstream with Digrtal Recording Corp..
a publicly held firm. Soundstream is
now a whelly owned subsidiary of
Cigital Recoraing Corp., which has
maoved 1s headquarters (o Salt Lake
City.

Dugital Recording Corp. was organized
to develop a related technelogy -optical
recording of digital data using lasers. The

company 1s working to commerciaiize a

process invented by James T. Russall at
the Batteile Laboratories in Richland,
Washington.

DRC has focused on digital recording
of & vanety of information materals.

Or Tromas G Stockham. fourder of Soundstream inc and gioresr it Jigiai recording of Musc. has
requrred 1o the University facuity 1o share his busingss and screnulic know1edge w»iih students

including words, photograpns. color
television pictures and business data
The company's current emphasis 15 on
archiving medical diagnostic data,
particularly X-rays. A laser beam would
be used to put data onto the cards
and to retrieve it

Offictals say the method enatles
storage of a far greater volume of
matenal than can be contained on
present magneuc computer tapes. For
nstance, 1.500 X-rays can be stored on a
3- by 5-inch card. :

The merger with Digital Recording
Corp. and the fact that companies
throughout the world have moved into
cigitai recording have signaled a change
N business emphnasis for DRC and
Soundstream. The developments have
influenced Stockham's degision o resume
his academic career.

However, Stockham 1s returning to the
University with the sausfaction of
knowing that Soundstream’s digita!
albums have provided a key stepping
stone for the recording mndustry. One
reason digital recording 15 coming o
the home, he notes, 15 pecause of the
pioneenng efforts of Soundstream



venture capital. The Rockefellers recruied
other investors, including the Newmarket
Co.. a Lendon mvestment house which
now owns about i3 percent of the
company.

A year after its incorporation, the
company shipped a "Line Drawing
System |7 computer to the first customer.
Bolt, Buranek and Newman, one aof the
nanon’s [op computer consulting and
research firms,

But it wasn't until 1974 that the
company turned its first profit and
maoved from the barracks to a new build-
INg in Research Park.

The same year, Evans left the Uni-
versity and began waorking for the
company full time. He 1s now president
and chairman, Sutherland is presently
with Carnegie-Metion University but
conunues tc be @ member of the
board and a consuitant ta the campany.

By 1978, with sales neaning $10 million,
the company wen public with a $3
milhon stock offering. It raised another
$10 million in & 1980 cffering. The firm
now has nine-miliion shares outstanding,
a majority of which are owned by
grivate and institunonal investors.

For several years, Evans and Suther-
land's chef products have been
computenzed simulators used 1n jet
pilot raining and cormputers and
terminals for engineering design stat:ons.

The design stauons. which enable
engineers to actually see the resuits
of changes In shapes and dimensions, are
used in desigrung items ranging from soap

bottles to arplanes o the molecu
structures of drugs.

Most of the company’s research and
development is directed toward
IMProving its two key products.

The company’s Research Park locanon
and its continued informal ties with the
University -are keys to attracting its
biggest asset - talent. Employees have
twigion waivers and staff priviteges at
University recreation facilities. Company
officials find it convernent o consult
government contract reports in Marriott
Library and to find answers to business
and patent questions in the Law Library.

Still, the net benefit probably falls
1o the University. Besides making sub-
stantial voiuntary contributtons te com-
puter science activities, the company
often purchases nme on the Umversity
computer. Several Evans and Sutherland
computer sCienusts and engineers,
including Evans himself, are adjunct
faculty members who periodically teach
classes. and serve on graduate students’
committees.

"We just like our relationship with
the University a whole lot. That feging.”
says Vice President Gary Meredith, “seems
o go both ways.”

R=aizanor of potenual s anly &
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Kolff Medical Inc.
374 West 600 North
Salt Lake City, Utah 84103

Raobert K. Jarvik, President

The implant of an arsficial heart in
Seattle dentst Barney Clark culminated |
15 years of research at the University of
Utah. !t aiso marked the beginning of a
private project aimed at eventually
manufacturing and marketing aruficial
hearts.

"We're righr 3t the juncture where
research 1s tré: -erred 1o the commercial
world,” explains William C. Moeller,
executive vice president of Kolff Medical -
INnc.. a firm set up to commercialize
the totat aruficial heart and other
medical technology.

Although it was established 1in 1976
Kolff Associates started expanding
its acovities about one year pror to
the implant. Food and Drug Admimistra-
tion regulations require a request 1o use
an experimental medical device 1o be
Jomtly subrnitted by the company that
may eventually manufacture the device
and a chief mnvesugator.

During the past year, Kolff Megical
also negotiated two important iicense
agreements with the University. The first
gives the company comrmercial rights to
the artificial heart, its drive system
and related cardiovascuiar research.

A second agreement Covers an arti-
fical neanng system - essentially an
artuficial ear for the deaf-which. like
the heart, was developed in the Uni-
versity’s Artuficial Grgans Division, it
converss acouslic waves to electric
signails. These electronic impulses are
processed through a tiny cormputer
and applied to appropriate nerve fibers
in the inmer gar. The artificially stimulated
nerves send messages which the bram
1S anle to- mcerpret as d!StlﬂgLilShable
sounds. - oo

The principal founders of Kolff Medical
included Or. Willem Koiff, artificial organs
pioneer ang founder of both the -
Artificial Organs Division and the
Ureversity's Institute for Biomedical
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Native Plants Inc. -

360 Wakara Way
Salt Lake City, Utah 84108

Peter D. Meldrum
Chief Executive Officer

Like any good company, Native
Ptants Inc. looks for common sense,
economical solunons to Its customers’
prablems. But Native Plants -to a degree
matched by few companies-is finding
those solutions on the fronuer where
technology and basic science meet.

That approach to the trorechnology
pusiness reflects Native Plants’ history.
The company was launched by basic
sclentists. Later, a business consulting
and venture capital company n Univer-
sity Research Park tock a strong mterest
i the firm.

This association helged Native
Plants to diversify, to owild saies to
more than $¢ mifiion in 1982 and to
become one of the leading companies
of its type internationally

Among the founders were Dr. Clyde
Hili, professor of bioicgy at the University
of Utah: G. Michael Alder, who had
recerved a master's degree from the
University, and two Brigham Young Uni-
versity biology faculty. Alder is now
president of Native Plants.

The firm was establshed to find ways
of producing commercial quantines of .
western Amencan native piants, such
as the famifiar Utah juniger tree. The
plants were to be used for reclamation,
landscaping or erosion control at and

sites. including mines. pipelines, dams and -

along highways.

Founders believed nanve plants would | §
be far easier (o establish and cheaper. to

martain N such locations than tradi-
uonal, imgated fohage. In fact, test resuits

.show that the cost per plant for estab-

hshing traditional plants at and sites has .

beem as high as $80. compared to s5 for

native plants.
in 1977. Resource Enterprises Inc,

“one of the far-..y of Terra Tek com-

panies, made a major invesiment that
helped Native Plants @ expand 1its

administrative, laboratory and cultivatiorr

facilities and to begin applying dlverse
technologies.
Native Plants currently addresses

three market areas: agricuiture, reclama- -

non and natural products. Now, Now-

ever, the firm conducts extensive 14Dora-
tory pretests to determing germinanon
rates and other results of a given
reclamation strategy. A computer model
calculates per-plant costs of vanouws
design alternatives.

Another principai company emphas:s
15 agniculture —the development of more
stress teierant. thus higher yielding.
Crops.

For instance. the company s studying
use of protopiast fusion-removal of the
cell walls enabhng two cells 10 merge
Researchers want to join the Idano
russet potato with a stram of wild

potatoes that 1s naturally resistant t0 a

pest called the “leaf hopper”

If the fusion (s successful, the resulnng
plant will have both the edible gquaities
of the russet potato and the teaf hopper
resistance of the wild potato. explains
Dr. WAhilam Hugh Bollinger, Natve

Plants’ vice president and coordinator of.

much of the company's celiular and
molecular biology work

Once a single supenor-plant i3 pro-
duced. 't can be cloned and thus reprc-
duced in exponential quanunes. Native
Plants has used clorming from tssue
cuitures o praduce iarge guantines of
potato, asparagus and strawberry pians
and grapes for wine and edibie vaneties
Natre Plants’ microbiciogists are
presently advancing toward the com-
mercial production of beneficial fung
and bactena that could diminisn (he
world's chemical fertihizer reguirerments

Frobabiy the company’s most
advanced research project at present
involves identifying the traits carried
n specific, individual genes i Corm DIdns
The eventual goal 1s genetic engingerny;
-the capability of infusing a plart e
onNe gene carrying a gwen, desired
charactenstic.

A thurd emphasis 15 in piant chemiln,

Nanve Plants Inc. 5 nvolved 1N Gorning, Cev ‘usion ang Jenenc engineenng of prants Tme S oo 5w

d.vanery of agncuitural and plant cher£al prsaucts




site plans. Final leases, which run for
40 years with an optien for 3 10-year
renewdl, must De approved by the
Uraversity Institutional Council

Research institute
420 Chipeta Way
Salt Lake City. Utah 84108

Dr. Witllam S. Partridge, President

The University of Utah Research
Institute 1s a University-controlled, but
financially separate. nonprofit corporation
sert up to conduct apphed research.

At presently occupies maore than
50,000 square feet of space in University
Research Park. The institute has more
than 100 research contracts with
government agencies and private firms.
Revenues for 1982 totaled $7.5 million.

The mnstitute was established in 1972
under state legisiation that allows the
University to form nonprofit corpora-
ticns and foundations. it has a self-
perpetuating, nne-member board of
directors. Board members presently
include the Urniversity president, three
Uriversity vice presidents, the president
of the nsutute and four citizens.

The institute empioys about 150
persons, inciuding about 30 Ph.Dus. It has
two divisions: the ‘Utah Biomedical Test-
ing Laboratory and the Earth Sciences
Laporatory. It s also conducting a
numper of special projects that are not
assigned to a dmsion,

The UBTL contracts mainty refate (o
medicine, chemistry and engmeering. it

Work of the Utah Biomedical Test Laboratory’s industnal hyqiene gfoup nctudes analysis for free siica
using an X-ray diffractometer. UURE and its divisions have a totai of over 100 research contracts

tests medical devices, conducts smail
animal research and has facilities for -
mutagenesis and genetic studies. It also
makes chemical analyses and does work
in circuit design, flurd dynamics and
matenals science. Another specialty is
industrial hygiene.

The Earth Sciences Laboratory does
field expioration for minerals and energy
sources. It also has contracts for geo-
thermal research and for testing of
geophysical mstruments.

Present special projects nclude
weather studies, remote sensing and
cartography work, employment surveys,
and laser and optical fiber research.

Patent and Product Development
420 Chipeta Way., Suite 170
Sait Lake City, Utah 84108

4. Winslow Young, Director

The Office of Patent and Product
Cevelopment directs University efforts to
transfer research developments into
the private marketplace. It assures that
the University 1s compensated for 1nno-
vations developed by University
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Foreword

Ingustnal support of faculty research
and education programs 1s an Imoor-
tant aspect of the acadermic program
at the University of Utah. Private fund-

" Ing currently represents approximaely

15 percent of the University's annual
560 milhon contract and grant total.
Industnaily supported research and
training pregrams compiernent and
supplement faculty efforts funded by
state and federal agencies and intro-
duce animportant flaver into the
acadermic program, These efforts prove
particularly significant for educa-

nonal purposes, as s in the private
sector that most gracluate students spend
the rest of therr careers.

Several aspects of industnal funaing
are refreshingly different from the
farmiiar federal grants program. There
1s. for example, usually no formal peer
review Of proposals. and many fewer
regutations and restrictrons are placed
upon pringipal investigarors i the
pursuit of their research. Also, flexible
arrangements-between the principal

- investigator and the sponsor are
avaiabie to better match their mutual
interests. On the other hand. it1s
often true that the uming of awards
and research performance rmust be
adjusted to match the sponsor's
regquirements rather than the academic
calendar. Publication of research

results and patent nghts become
iImpaortant considerauons.

In general. the formai research poii-
ces for support by the private sector
atthe University of Utah are the same
as for grant and contract funding by
federal agencies. These policies and
procedures are described in detall in
the Principal investigator's Handbook.
Some spectal concerns of faculty
members and potental industrial
sponsors with regard to industnal .
research programs are covered Iin
Research for industry. Also included
are specific examples of effective uni-
versity /industry interactions. Ingquiries
regarding this materiat should be
addressed to the Vice President

for Research, 304 Park Buriding,
801/581-7236.

James J. Brophy
. Vice President for Research




University of Utah Research
Institute

The combined strengths of the Uni-.
versity of Utah Research institute
{UURI} and academic departments
are very attractive to industrial
sponsors Since UUREis anindepen-
dent contractresearch grganization,
ithas an administrative structure
farmihar to Indusinal executives and
18 capabie of orgamizing team research
efforts which can produce important
directed research resuits. This com-
plements the typical academic
research effortwith its more free-
ranging scope and educational func-
von invoiving gradudte students,
Often. UURI can act as an organiza-
nonal buffer between universily and
industry, particulariy for mult-faceted,
conunuing research efforts. -

The administrative machinery at
UURI provides for prormotion of the
projectproposal and project opera-

“tion under the guidance of ajoint

Uriversity-ULIR) techrical commuttee”
combined with the research experuse
of both institutions and the educa-
uonat/training capabilinies of the
University. In selected techrical areas.
significant support leveis can be
developed through participation of a
number of indwvidual corporations.
Although this approach 1s pnmariy

designed 1o attract industrial support,
fegeral partiCipation in cooperative
industrial/ universily activities s not
excluded. For additional information,
contact willam S. Partnidge. president.
University of Utah Research Insutute.
801/581-3000.

Utah Engineering

Experiment Station

The Utah Engineenng Expenment
Stauon (UEES) was established 1n
1909 by the Utah State Legislature (o
serve as an interface berween campus
techrical resources and iIndustries in
Utah. The LEES furnishes services
such as materials testing and evalua-

tion of products, processes, equipment.

and materais through the techrical
service laboratones established in
several academic departrments and
divisions. For further information,
contact Gordon F Jensen, director,
Utan Engineenng Expenment Station,
801/581-6348.

Research Development Grants

Most industrial research efforts involve

specific commitments by the principa!
investigator and the University. Thatis,
n return for support funds, the prin-
cipat investigator and the University
agree to undertake the program
descrnbed in the technical proposal
and deliver atfeast a final summary

of resuits. I some instances, it may

prove more appropriate for acom-
pany Lo provide general supporiing
research area through an uncomrmit-
ted deveiopment grant. In such cases,
the corporation may consider the
grant a charitable deduction for tax

‘purposes, and the grant funds may be

expended by the Principal Investigator
without regard to technical or budget-
ary considerations, Although there
can be na contractual commitment to
report the research results achieved
through a deveiopment grant, gen-
eraily the principal invesugator will
repcrtinformally what has been
accomphshed with the grant funds.
Questons about whether any specific
actvity should be considered a span-
sored research effort or a development
grant shauld be referred to Richard H.
Timpsen, director. Qffice of Research
Adrministranicen, 801/581-3003. or J.
Michagl Mattsson. director of devel-
opment. 80}/ 581-6823,




Chemical Structure of Coals
Standard O Company of Indiana has
funded a University study concerned
with the chermical structure of coals,
Solvents and catalysis are used to
depolymerize the coals under mild tem-
perature and pressure conditions. and
the products are separated and ana-
lyzed by a combination of chemical
and spectrai methods. This provides
information an the structure of onginal
or anly shghtly modified components
of coals. As partof the minal s211.000
contract. which was extended for 18
months at a level of 228,753, the
principal invesngators have agreed
Not to undertake any other research
project on the same subject during the
course of the agreement. The prajectis
headea by Professor Joseph S, Shabta.
Professors L. L. Anderson. ©. M. Bodily
andR. J. Pugmire are co-principal
vestigarors

Wood Combustion in

" Spreader Stokers
Resedrchers in the Chemical Engi-
neering Department afe rying (o
develop & better understanding of
wood cormbustion and the associated
pollutant formation n a woaod-fired,
spreader-stoker combustion system.
Weyerhauser Company. which s fund-
g the study, receves monthly,
quarterly and yearly reports of prog-
ress. The project includes an exami-
naton of both the rate of valatle
evoiution and-combustion and the
formation of gaseous pollutants and

particulates, mostly unburned wood
particles, Two graduate and two
undergraduate students are assisting.
Exisung furnace faclines in the depart-
ment are being used for the $49,000
study.

Orthopedic implant Development
Orthopedic implant manufacturers

are animpartant source of funding for
the Orthopedic Bicengineenng
Laboratory. co-directed by H. K Dunn,
M.C. and A.U. Danigls, Ph.D. withir
the Schoaol of Medicine. industrially
supported projects currently inglude
evaluauon of the effect of new tone
plate designs on fracture healing,
development of implants for the correc-
uen of spinai deformities and investiga-
von of orthopedic applications for
degradable polymers. Recently ab-
tamned industrial awards have ranged 1in
size from $700 for suppiies for a medicai
student’s summer project (o $86.000
for a study involving long-term animal
impiant expenments. '

The laboratory has found small indus-
tral grants or contracts extremely
valuabie. A current example 1s a six-
menth project funded at 814,000, apilot
study that may lead t¢ a larger project

if the resuits show promise. On the
academic side, such short-term projects
are easily tallofed to the schedules of
master's degree candidates or surqical
residents interested in a research
experrence. The students assigned 1o
projects of this kind are involved 1n
writing final reports, which can usually
be turned into graduate theses.

Clinica! Pharmacology

A major pharmaceuncal firm has
recently underwritten the development
of the Abbott Research Center for the
development of new drugs. The center
1s under the directon of Or. Keith G. -
Toiman and his colleagues and Consists
of 3 32-bed clirmcal research unit at

the University Medical Center. The
center provides an environment in
which the company can sgensor con-
fridenval research on new drugs. and
academic freedorm s not compromised
because the company recogruzes the
need for investigators to work 1in an
unrestricted intellectual envirgnment.
Toward this end the compeany provides
an unrestricted research grant to the
INvestigators to carry out ther own
research and also grves the University
pubhisning nghts to alt of the data
generated at the center. inreturn, the
company benefits from high-quality
clirucal tnals conducted on its drugs
and retains patent and invention

rights. Animportant benefit of this
relationstip has been the awarding of
new Ccontracts to numercus other
faculty rmembers to study drug metab-
ohsrm and mechamisms of drug toxic-
ity. The urnt is avarable for other Univer-
sity research about 70 percent of the
ime. Furthermore, the company
SpONsors an educational programn
drug development for pharmacy stu-
dents and funds two post-doctoral
fellowships in climical pharmacclogy

vl



The Research Agreement

of ores and carried out testgrinding

cf cupric oxide. The LEES provides
easy access to the full scope of the
University's analytical and test services.

Synthetic Fuels

Mobil Research and Development
Corporanon annually presents a finan-
ciat gift to the College of Mines and
Mineral industnes for the general
support of research and educationai
activities. The grant s presented
through the Unrversity Develcpment
Office to Dr. Alex G. Oblad, disun-
guished professor of metallurgy and
fuels engineering. The funds are
invested i the colteqge’s drverse
research effort in the recovery and
upgrading of synthenc fuels from
coal, oil shaie and tar sands. The Uri-
Versity. In turn. keeps the sponsor
nformed of progress in the research
effort.

Minerals Beneficiation

Three prominent researchers in the
Coliege of Mines and Mineral Indus-
tres share a5 10,000 grant from the
ExxonEducanon Foundation. Profes-
sors Miltgn E. Wadsworth, Jan D.

Miller and John J. Herbst are con-
ductng work in mineras beneficiation.
The grant was made through the
University Development Office on
therecommendation of Exxon Research
and Engineering Company. The re-
sedrchers submit an annuai progress
report and inform the foundation of any
proolems or obstacies that may arise.
The foundation also 1s advised of any
needed changes in the actual con-
‘duct of the project.

Funds are accepted by the University
on behalf of a principal investigator

o pursue aresearch program in
accordance with a farmal agreement
berween the University and the indus-
tral sponsor. This agreement INCorpo-
rates the technical propasal prepared
Dy the principal investigator. a cost
budget and commitmenits of the
Universry in return for research
SUPDOTL.

The Standard Research Agreement 1S
shown in the appendix. The Office of
Research Administraticn can negotiate
medifications to this agreement sug-
gested by the sponsar and periinent

to a specific research effort. Ques-

tions should be directed to Richard H.
Timpson, director, Office of Research
Administration, 801 /581-3003.

Proposal Preparation

Usually the proposal is prepared foi-
lowing communication with the
potential sponsor. The technical
proposal may consist of only a few-
page description of the general scope
of the research, estmated duration

of the program and [evel of personnet
anucipated. Brevity is usually desirable.
since the proposal wiil probably not

be supjected 10 a peer review Process.

However, evidence of past research
accomplhsnments as contained in
curnculurmvita or pertinent reprints
s very imporzant. Most industnal
SPONSOrs also are very interested i
graduate student parucipation.

It1s appropriate 1o share a draft of

the technical proposal with the
potential sponsor on an informal
basis in order to adjust the program
to the sponsor's requirements. Subse-
guently, the final draft s submitted
formaily by the Office of Research
Admrnistration together with the
budget and Research Agreement. No
proposal can be submitted without
the approval of the pnncipai iInvesti-
gator, department chairperson and
dean ndicated on the Official Docu-
ment Summary Sheet forwarded to
the Office of Research Administration,

Budget Proposal
It 1s usudlly unnecessary o include a
detailed cost breakdown inthe
budget proposat. Often the foliowing
categones suffice:

Personnet

Equipment and Supplies

Capital Equipment

Misceilaneous )
in developing the total budget. how-
ever, It IS IMportant to prepare a
detailed estimate with the advice and
approval of the Office of Research
Adrministranon. This assures that all
direct and indirect COsts are inciuded
and obviates the possibility of an




Appendix , . . i

Standard Research Agreement

This contract 15 entered into between the . hereinafter
referred to as the Speonsor. and the Unwersity of Utanh, an nsttution of higher education of the state of Utah, located
at Salt Lake City, Utah 841 12, hereinafter referred o as the University.

Whereas the Sponsor desires research services in accordance with the scope of wark outlined within this agreement, and
Whereas the performance of such research 13 consistent, cempatible and beneficial to the academic rele and mission
of the University as an institution of higher educaron and. in consideration of the mutual premises. and covenants
contained herein, the parties hereto agree as follows:

Article | - Scope of Wark

University agrees to perform for the Sponsor the research activities described in Attachment A hereto, under the direction
and supervision of principal invesugator(s).

Article il - Contract Peric .

This contract shall become effectrve on and shall be completed cn -

‘uniess subseguent time exiension, supplement. addition, continuation or
renewal is mutually agreed upon inwrnung between the parties.

Article [l - Compensation

Sponsor agrees to reimburse the University for services performed under this agreement in the amount of

§ i N accordance with the budget itemized in Attachment B and to provide payment in
accordance with the following schedule:

Monthly billings or other schedule.
Article IV ~- Reporting Requirements

University will provide reports on the progress of the research as outlined or required n the Scope of Work or as
designated as foliows:

A final report will be furmished at the completion of the cantract period.

Article V - Publicabon and Confidentalty

University, as a state mstitution of higher education, engages only in research that 1s compatibie. consisient and beneficial
1o s academic role and mission ‘and therefere significant results of research activities must be reasonably availatie for
_publication. The University agrees. however. for .a period not to exceed six (4] months following completon of. the
project, that it will obtain Sponsar approval pror to publication. which approval will not be unreasonably withheld by
- Sponsar. University agrees to keep confidential any Sponsor proprietary information supphied to It by Sponsor dunng the

course of research performed by the University, and sucn infarmation will not be included 1in any published matenal’

without prior approval by Sponsor.
Article VI - Equipment

Special equipment purchases under the terms of this agreement become the property of the University unless othenwise
specified herein, _

Article Vil - Indernnification
Each parry hereto agrees 1o be responsible and assume liability for its own wrongful or negligent acts or CMIssionNs,

or those of its officers, agents or employees o the full extent required by law, and agrees to hold the other party
harmless from any such liability. Uriversity is an institution of higher education of the state of Utah and 1s bound by the
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Research for

Industry Photographs

The photographic subjects provide a
view of the breadth of research con-
ducted inscience, engineering and
medicine at the University of Utah.
Funding of these investigations from
government, industry and private
sources totals more thar $60 million
annually. These photograpns portray
the remarkable results that can be
achieved in the ciimate of innovation
present at the University. They provide
asampling of the many dynamic re-
search efforts of the University's faculty
and affihate research organizations.
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February 1, 1983

TO: Deans, Department Chairmen, Departmental Administrators, Facultey
FROM:  Thomas H. Hosg .
Director of R % Administration
RE: Guidelines for Research Agreements with

Commercial or Industrial Sponsors

As we are all aware, the University is constantly seeking to
broaden and diversify its research support. The Objectives for the Univer-
sity, 1980-1985 specifically acknowledges our position as a research-oriented
institution, and cites enhancement of that position as a key objective.
Research support is crucial to allowing our teaching staff to reach the
Faculty Bandbook standards of scholarship and to contribute to the body of
knowledge in their chosen fields. It is also vital to broadening the educa-
tional horizons and in31ght of our students..

As part of efforts to maintain and enhance the vitzlity of our
research, we have been seeking industrial support for research activities in
those areas where a natural match of interests is evident. Because we have

- been anxious to avoid compromise of the University's basic goals of education
and open scholarship, and because arrangements with commercial sponsors. are
less familiar than those involved in ordinary federal grant support, some of
the details of such research agreements have seemed to present formidable
negotiating barriers. The unfamiliarity and complexity have tended to delay
decisions and have inhibited formation of these relationships even when many
factors point to benefits for both the University and commercial partner.

The attached Guidelines are designed to help remove that inhibition and to
indicate clearly what arrangements .are normally acceptable and simple to im-
-'plement in our environment. :

' The Guidelines are based on experience on the CWRU campus and at
many other universities where there have now been enough cases of this sort
to see a reasonable range of consensus on the key issues. They incorporate
concerns of the University legal office, administrative staff, Faculty Senate
Research Committee, and many individual Deans and Faculty members. We have
found approaches within this comsensus to be generally acceptable to all,
even though some might have originally entered the discussions with'a quite
different set of expectations.

Office of Reseerch Administration




The key issues commonly arising are listed on the attachment, with
a brief outline of typical considerations determining the University's posi-
tion in specific cases. This is intended to show examples of how we can handle
these issues in an acceptable and prompt fashion. It is important to recognize,
though, that there is no single or automatic "model agreement' that can cover
even a majority of cases. We have found that there are inevitably a number of
specific points unique to the technology, sponsor, or.researchers which must
be negotiated individually in each case., The 0ffice of .Research Administration
will provide consultation on these, and participate in negotiations, to aid
in reaching agreement efficiently.

The general puidelines listed below are best used in defining the
tone of initial contacts between commercial sponsors and university researchers,
with commitments being avoided until all parties can discuss and review specific
terms. The last page, "Outline of Agreement Essentials', is designed to hand
out to prospective sponsors for their information on our practice. The other
pages are to assist in forming our negotiating posmtlon and are not intended for
dlstrlbutlon to potentizl sponsors.

In certain cases specific arrangements differing widely from these
guidelines may turn out to be appropriate. However, these will probably require
special discussion with Department Chairmen, Deans, or University Administration.
In contrast, agreements within the guidelines are well within existing precedent,
and should be acceptable with minimal justification or delay. The Guidelines
are designed for arrangements in which the University itself is z party. They
thus do not affect individual consulting agreements which are governed by
existing departmental and school policies.

I hope you will call these guidelines to the attention of faculty in
your schools and departments as you see appropriate. We will also mention their
availability in Research News, and copies will be available at the Office of
Research Administration. New kinds of issues and opportunities will constantly
arise as we gain more experience with these research agreements, and I will
welcome at any time your advice on refining our practices.




February 1, 1983

GUIDEﬁiNES FOR KEY ISSUES IN  INDUSTRY-UNIVERSITY
RESEARCE AGREEMENTS

Patent Rights: Rights to patents and copyrights stemming from faculty or staff

research sponsored by an outside organization are negotiated as appropriate for
the specific case. The inventor, outside sponsor, and a representative of the
University should be parties to reaching an agreement on this issue before for-
mal joint projects are begun. In accordance with Faculty Handbook policy, the
inventor is in any case entitled to 50% of the net income received by the Univer-
sity in the form of royalties or other earnings on inventions.

Generally the University will give up its right to ownership of such patents

only with reluctance, but there are cases where it may be reasonable to convey
ownership of patents to ocutside sponsors or the inventor. In many other cases
exclusive or non-exclusive licensing arrangements may be a better course. Ex-

- amples of circumstances where the University might convey patent ownership

include:

1) The research has a narrowly focused application, and 2 single com-
mercial partner is able to commit to develop actively, and to pay
royalties for the technology, in all potential "areas of use.

2) The patents arising from the research are likely to be contested,
and legal resources beyond the University s are going to be needed
to combat infringement.

3) The chance of obtaining royalty-generating patents from the research
is remote, so that the University could not justify invest1ng its
llmlted funds to obtain the patents.

4) The commercial partner 1s willing to enter into a2 compensation com—
mitment or other agreement that is fully competitive with what the
University might realize by any other approach. A commitment by the
industrial partner to pay royalties on any commercial application of
patents conveyed allows the University to share in any unforeseen
benefits of the patent, and this makes transfer of patent ownership
a less serious gamble. -

Examples of where the University would want to retain ownership of patents include:

1) The possible applications are broader than the areas of interest or
' expertise of the commercial partners; exclusive or non-exclusive
license in a specified field of use would be a preferred approach.

2) The Uniﬁersity holds or expects to develop related patents, and’
must be careful not to encumber or limit their potential by 1051ng :
ownership of one component.

" 3) Proposed royalties are not competitive with reasonably foreseeable
alternatives.

Confidentiality of Research Results: As an open institution dedicated to

building and disseminating knowledge, the University seeks to minimize its
obligations to maintain confidentiality of research results. However, we
recognize the need to allow commercial partners to benefit from their research:
investments including ownership of patents or proprietary information and
research results. Examples of reasomnable approach are:




1) 90 day to 12 month delays on publications to allow a sponsor to iden-
tify patent opportunities or inadvertent disclosure of proprietary
information. The need for graduate students to submit theses for degree
requirements should be particularly protected, however. Graduate students
should be made aware of any confidentiality agreements in a project
before associating their thesis work with it, and arrangements for
rapid or preliminary screening of thesis material must be made with the
putside sponsor so that no delays are encountered in award of degrees.

2) "Best Efforts" to avoid inadvertent disclosure of proprletary
information to outside parties.

Examples of commitments the University will seek to avoid are:

1) Lengthy delays of publication or indefinite confidentiality
obligations, or granting to outside sponsors unspecified absolute
approval rights for publication.

2) Any publication restrictions which would delay graduate students
degrees or limit future career opportunities for graduate students.

3) Requirements that graduate students or employees enter into separate
individual agreements with outside sponsors to maintain confidentiality.
A better approach, which is usually acceptable to sponsors, is for
students and employees to sign a statement for the record that they
have read and understand the terms of the University-Qutside Sponsor
Agreement, and agree to comply with its terms,

4) TFormal or physical security arrangements which are incompatible
with the maintenance of an open and fertile intellectuazl atmosphere
on campus., '

Indirect Costs: The University regards the federally audited indirect cost

rate as a minimum realistic estimate of true indirect costs. The federal rate

is designed to reflect required cost sharing by the University in actual indirect
costs, and it explicity excludes amortization of capital or infrastructure costs
or investment in development for the future. Indirect cost rates must then be
carefully negotiated; rates should rarely fall below the normal campus rate, and
then only when it is recognized that the true cost will have to be absorbed in
another fashion.

Third Party Involvement: It has normally worked best for the Univeréity to

_deal directly with developers proposing to manufacture and market our technology,

as opposed to those iInterested in seeking future sublicensing agreements to
which the University would not be a party. Control of use of the University's

‘name. and reputation is much more clearly guaranteed in this manner.

Use of the University's Name: Many commercial patent developers are very eager
to associate the University's name with marketing efforts for a product or
technology. This needs to be negotiated with care, insuring especially prior
University approval of any advertising material.

Duration of the Agreement: Because of the changing nature of faculty interests

and student participation, we should avoid open-ended or very long-term commit-

‘ments which might be difficult for the University to fulfill,
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BASIC CLAUSES FOR UNIVERSITY - INDUSTRY CONTRACTS

"Hold harmless' from liability clause:

The UNIVERSITY agrees to idemnify and hold (name of corporation)
harmless from any liability for damages, or claims for damages, including
legal expenses, of whatsoever nature arising from the performance of this
AGREEMENT. (Name of corporation) agrees to idemnify and hold the
UNIVERSITY harmless from any liability for damages or claims for damages,
in¢luding legal expenses, of whatsoever nature arising from the perform-
ance of this agreement or (name of corporation's) use of technology
resulting from it. o

"Ohio Laws" clause:

This AGREEMENT shzll be construed, interpreted and applied in
accordance with the laws of the State of Ohio.

"Entire Understanding" clause:

This AGREEMENT sets forth the entire understanding between the parties
as to the subject matter of the AGREEMENT. Any Amendment to this AGREEMENT
shall be in writing signed by the parties. :

"University royalty~free use' clause: (name of corporation) agrees to allow
the University royalty-free use for on-campus research and development of any
technology to which it has acquired in this agreement.

"Notices" clause:

All notices to the ﬁNIVERSITY under this AGREEMENT shall be in writing
and sent to: o

Director

Office of Research Administration
Case Western Reserve University
2040 Adelbert Road

Cleveland, Ohio 44106

All notices to (name-of_corﬁoration) under this AGREEMENT shall.be'ih
: writing and sent to:



iy

2)

3)

4)
5)

6)

7)

INDUSTRY~-UNIVERSITY JOINT RESEARCH PROJECTS

OUTLINE OF AGREEMENT ESSENTIALS

The University agrees to a research program described as an attachment
a) Starting and ending dates are designated.
b) The commercial partner agrees to a funding level and schedule.

The ownership and/or licensing rights to patents arlslng dlrectly
from the research are designated.

a) The duration of licensing or other commitments are specified.

b) Royalties and commercial partner commitment to active develop-
ing and marketing are specified.

¢} The terms of third party licensing are specified.

d) Options for first refusal of patent and/or licensing rights
to unplanned technological developments are specified.

e) The University is given royalty-free use of the technology
for further on-campus research and development.

Obllgations are specified concerning the exchange or confidentiallty of
information shared as part of the project.

Use of the University's name is protected.

-Rights to terminate the project are specified for both parties,

Parties agree to hold each other harmless from any liability
arising from the research project or the developed technology.

The agreement is specified to reflect the full understanding of the
parties, and to be interpreted under the laws of the State of Ohio.
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1.2 in suppert of the research progras X2 will
zzv CWIU the sum 68§ o Paymen:.shall te made either monthly or
z¢ ctherwise zgreec on by the parties.

ARTICLT IT:  LICENSE OF PATENWTS AND TECENTCAL INFCORMATION

2.1 CWRU grants to Xz , in the field of /44/

i bt e e €ECLUEIVE WOT1C-wide license, with
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2.2 As o ell licenses granted to X)»Z , CwRU
retzine & revaltv~Iiree right teo practice the Zicensec patents and to use the
licénsel Znfcrmaticn for resesrch, testing and educetieneal ;::ﬁoses of CWRU.

. SSTICLT I1T: PATENTS RIGHTS AND PUZLICATION
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February 1, 1683
CASE WESTERN RESERVE UNIVERSITY . -~

GUIDELINES FOR KEY ISSUES IN INDUSTRY-UNIVERSITY RESEARCH AGREEMENTS

Patent Rights: Rights to patents and copyrights stemming from faculty or staff
research sponsored by an outside organization are negotiated as appropriate for
the specific case. The inventor, cutside sponmsor, and 2 representative of the
University should be parties to reaching an agreement on this issue before for-
mal joint projects are begun. In accordance with-Faculty Handbook policy, the
inventor is in any case entitled to 50% of the net income received by the Univer-
sity in the form of royalties or other earnings on inventioms.

Generally the University will give up its right to owmership of such patents
only with reluctance, but there are cases where it may be reasonable to comvey

ownership of patents to cutside sponsors or the inventor.
exclusive

amples of
include:

In many other cases
or non-exclusive licensing arrangements may be a better course. Ex-

circumstances where the University might convey patent ownership

1) The research has a narrowly focused application, and 2 single com~
mercizl partner is able to commit to develop actively, and to pay
royalties for the techmology, in all potential areas of use.

2) The patents arising from the research are likely to be contested,

and legzl resources beyond the University's are going to be needed
to combat infringement.

3) The chance of obtzining royalty-generating patents from the research

is remote, so that the University could nmot justify investing its
limited funds to obtain the patents.

4) The commercial partner is willing to enter into a compensation com-
mitment or other agreement that is fully competitive with what the
University might reazlize by any other approach.
industrial partner to pay royalties on any commercial applicationm of

~ patents conveyed sllows the University to share in any unforeseen

benefits of the patent, and this mzkes transfer of patent ownership
a less serious gamblie.

A commitment by the

Examples of where the University would want to retain ownership of patents include:

1) The possible applications are broader than the areas of ipnterest or
expertise of the commercial partners; exclusive or nopm-exclusive
1icense in & spacifled field of use would be 2 preferred approach.

‘2) The University holds or expects to develop related patents, and

must be careful not to encumber or limit their potential by losing’
ownership of one component.

3) Proposed royalties are not competitive with reasomably foreseeable
alternatives.

Confidentiality of Research Results: As an opan institution dedicated to

building and disseminating knowledge, the University seeks to mipimize its

obligations to maintain confidentiality of research results. However, we

recognize the need to allow commercial partners to benefit from their research

investments including ownership of patents or proprietary information and
e T e me Af rnasonable approach are:



BASIC CLAUSES FOR UNIVERSITY - INDUSTRY CONTRACTS

"Hold harmless" from lisbility clause:

The UNIVERSITY agrees to idemnify and hold (name of corporation)
harmless from any lizbility for damages, or claims for damages, including
legal expenses, of whatsoever nature arising from the performance of this
AGREEMENT. (Name of corporation) agrees to idemnify and hold the
UNIVERSITY harmless from any liability for damages or claims for damages,
including legal expenses, of whatscever nature a2rising from the perform-

ance of this agreement or (name of corporation's) use of technclogy
resulting from it. -

“"Ohio Laws" clause:

This AGRTEMENT shzl]l be construed, interpreted and applied in
accordance with the laws of the Stzte of Qnhio.

"Entire Understanding” clause:

This AGREEMENT sets forth the entire understanding between the parties

zs to the subject matter of the AGREEMENT. Any Amendment te this AGREEMENT
shall be in wriring signed by the parties.

"Universitv royalty-free use' clause: (name of corporation) agrees to zllow
the University rovalry~free use for cn-campus research and development of any
technology to which it has acquired in this agreement.

"Notices" clause:

All notices to the UNIVERSITY under this AGREEMENT shzll be in writing
and sent to:

Director

Office of Research Administration
Case Westerm Reserve University
2040 Adelbert Road

Cleveland, Ohio 44106

41l notices to (name of corporation) under this AGREEMENT shall be in

~ writing and sent to: - :




DRAFT

PRINCIPLES GOVERNING CWRU PARTICIPATION .IN BUSINESS VENTURES

BASED ON UNIVERSITY TECHNOLOGY

In addition to licensing research results for commercial development,
there is considerable interest in technology transfer mechanisms in which the
University and involved faculty members would participate in start-up business
ventures. There are clearly cases where such mechanisms have real benefits
relative to simple technology licensing. These include:

1) Allowing students and faculty to be more closely and continually
associated with the advanced development and application of technologies arising
from their research. This can satisfy the creative urge to see ideas through
to reality, as well as serve as a stimulus for new research directions.

2) Increasing the probability thét the technology will be
developed locally to the benefit of the regional economy.

3) Increasing the magnitude of possible financial rewards to both
faculty and the University. This can occur if the University accepts equity
participation and thus a share in the full increase in value of the growing
venture, as opposed to only a royalty percentage of its sales.

4) Increasing the probability that the technology will be in-
tensively developed to full application and full benefit to the public.

However, since the University remains committed to teaching and scholar-
ship as its highest priority goals, there are clearly some risks arising from
involvement in start-up commercial ventures. These include:

1) Possible conflict of interest in University or faculty actions,
in which measures to insure success of the venture could come in conflict with
the best interests of the teaching and over-all research goals of faculty or
University.

2} Risks to the integrity of the University's name through
association with the commercial goals of the venture.

3) Distraction of administrative or faculty time and energy
ffrom attent1on to the primary goals of the University.

To insure that such risks are minimized, while allowing full fea]ization
of possible benefits, the following principles will be followed in negotiations
for University participation in such start-up ventures:

1) The University's equity participation will be held by DICAR or
its successor for-profit technology development corporation. The management
and responsibilities of that participation will be carried out by the management
of the development corporation, under the supervision of a Board appointed by
the University in its role as controlling stock owner.



- | -2-

2} The University and faculty members will not accept a board
membership or participate in any way in business decisions of the start-up
venture. The role of faculty members will be governed by the guidelines drawn
up by the Faculty Senate for faculty equity participation in start-up ventures.
Time commitments will be governed by the one day/week consultant rule.

3) The University will not risk its own capital or allow financial
needs of the start-up to interfere with channels for financial support of other
university activities.

4) The University will make its facilities available to the start-up
only for research and development purposes under the same general terms used for
all industry supported research (see Guidelines for Industry-University Research
Agreements attached). Access to university space or facilities will be fully
compensated by equity or royalty participation as in standard industry/university
agreements. Development activities on a scale which would disrupt normal campus
research or educational programs will be transferred to suitable off-campus
locations such as University Circle Research Center.

5) The University's name will be used by the Venture only if the
case is reviewed and found acceptable by the Office of Research Administration.

6) The rights to technology granted to the start-up will be re-
coverable by the University in the event of non-performance as defined in a -
written agreement.

Under these guidelines, a typical start-up venture might then take the
following form: :

1) University grants rights to facility-developed technology
to a start-up venture, which supports advanced research and development on
campus under normal industry-university research agreement guidelines.

2) The venture will be organized, managed, and seek financing by
an entrepreneurial team not including university officials or faculty.

3) The faculty member may be involved in the start-up as "chief
scientist" or a similar position, but not in a business or financial management
role. The faculty member may invest in the venture at his discretion. The
University will not accept a financial or business management role, nor will
it invest in the venture.

. 4) University receives equity participation in ownership of the
~ venture instead of normal royalty returns. University splits this benefit with.
the faculty rese;rcher(s) as it would with royalty income.

5) ‘When commercially-oriented development activities supported by the
start-up reach a scale where they are disruptive to normal educational and

research programs, they will .nove to an off-campus location,
rites
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January 17, 1984

T0: Faculty Senate Committee on Research

FROM: Thomas H. Moss
Director of Research Administration

RE:  Proposed Guidelines for Faculty Equity Participation in Ventures
Utilizing University Technology

With the help of this Committee and the Faculty Senate we developed
guidelines last year for un1vers1ty/1ndustry interactions (attached) These have
greatly assisted in negotiating issues such as confidentiality limitations and
patent licensing in contracts with industrial sponsors of research.

However, another class of issues is beginning to emerge. This is the
case where a small business venture is to be created, built principally around
technology derived from faculty University research. In this situation, the
faculty member may want a continuing role in the technology development, and both
the faculty member and University may be offered substantial equity participation
in return for proprietary rights. In a typical case, the small corporation may want
to support the faculty member's research on campus to bring the technology to full
development, while at the same time it begins business activities such as seeking
financing, establishing markets and building production capability.

This scenario has been extremely successful in transferring new ideas to
commercial application on some campuses. It provides a special channel of intel-
lectual satisfaction for the faculty member in seeing research results converted
to practical fruition, and can provide much greater financial benefits to both
faculty member and university than can simple licensing agreements. However, it
presents a special conflict of interest problem: there is a potential that a
faculty member could be in a position of influencing both sides of a company-
university negot1at1on on technology transfer and conditions of research
support. That is, a faculty member in his faculty role would potent1a11y be able
to affect university decisions or practices which would benefit himself in his other

-role as major stakeholder in the company. X

The attached guidelines represent an attempt to face this issue. They are
aimed at establishing a set of practices which maintain the integrity of the
University's primary role of education and scholarship, and yet offer the faculty
both the intellectual challenge of participating in technology-based start-up
business ventures, and a share of financial rewards through equity participation in
the business. It is derived from the general CWRU technology transfer practices
expressed in its Guidelines for Industry—Unlversity Research Agreements, coupled
with a review of ideas from other major universities, the Parajo Dunes Conference,
a recent American Civil Liberties Union statement, and other material.

Efimna nf Racarnrrh AAdminictratinn



Faculty Senate Committee Research
January 17, 1984
Page 2

With the assistance of Research Committee ideas and advice, I believe
the concept can be made fully defensible to outside scrutiny. The technology
transfer for which it provides incentive and workable groundrules can provide
great benefit to the public as a whole and will be recognized as an important
contribution to regional economic well-being.




Proposed Guidelines

1} Avoiding Conflict of Interest:

To provide an incentive for transfer of university technology to useful
applications through new venture start-ups, and to provide an additional channe1
for creative faculty activity, faculty members are not prohibited from having sub-
stantial equity in companies developing University technology. However, the
following conditions will apply:

a) All University agreements with such companies must be on a basis
which provides no more favorable treatment to them than is normally
given to any other company in similar circumstances. Faculty members
should not attempt to influence the University to provide favorable

- terms or to allow the use of University resources to the special
advantage of companies in which they have a role and a substantial
financial interest.

b) A1l such agreements will be reviewed on a case-by-case basis by

the normal sequence of Department Chairman, Dean, and Office of Research
Administration for conformity with the standard University Guidelines
for Industry-University Research Agreements and other practices.

Special attention will be paid to any provisions which might cause the
appearance or reality of preferential treatment to the company based

on conflict of interest or the prospect of faculty financial gain from
the arrangement, '

¢) If a faculty member is involved in university research or
development which is supported by or for the benefit of a company

in which he has substantial equity or leadership position, the con-
ditions and full details of that association must be fully disclosed
to Department Chairman, Dean, and Director of Research Administration.

d) A faculty member with a substantial equity role in a company
supporting his research must not be an officer or board member of
such a company, or be authorized to make binding decisions for it.
He may be a technical advisor, or consultant in determining its
~ technical strategy. His time commitment must conform to normai
.university practices on outside activities, and his role must not
affect his primary allegiance to his position as university faculty
member, or distort his judgment in directing his research or teaching
activities, or relationships to colleagues or students.

e) Department Chairmen, Division heads, Deans, or other faculty

in leadership and supervisory positions may be required to accept
additional limitations on a case-by-case basis on their roles in
companies supporting or having rights to university research. These
Timitations will be designed to insure that such faculty are not in a
position to influence students, staff, or other faculty members to
channel efforts to the special benefit of the company in which the
influential faculty member has a substantial equity or leadership
position.




Proposed Guidelines
Page 2

2) University-Faculty Sharing of Equity Benefits Based on University Research:

a) University policy as stated in the Faculty Handbook provides that-
faculty should share equally in net University income from "royalty payments
or other earnings on inventions". This equal sharing principle will also
be adhered to when the financial benefits from giving rights to technology
are in the form of equity participation in a company. However, it should
be noted, because of the complexity of business start-up arrangements, that
the precise division of benefits will have to be negotiated on a case-by-
case basis. Faculty members or the University might invest their own funds
or commit other resources to such a venture which could affect their
appropriate equity share over and above that determined by their grant of
proprietary rights to the venture,.
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A Association of American Universities
jU ‘ February 19, 1985
Presudent

FROM: Robext M. Rosenzwveig

This report, "University Policies om Conflict of
Interest and Delay of Publication", is the first written
report of the Association of American Universities' Clearinghouse
on University-Industry Relations.

The Clearinghouse was established in 1983 with the help
of 8 grant from the Pew Memorial Trust, to provide all
interested parties with information about the policies and practices
governing the growing connections between universities and indus-
try. The simple assumption underlying the project is that the
avaeilability of knowledge about how others have handled problems
will help those who are confroanting those same problems to avoid
mistakes. The large number of requests to the Clearinghouse for

information about the experience of others supports that
assumption.

The present report answers the two most commonly expressed
concerns about the growth of these new relationships: Are uni-
versities alert to the potential for conflict of interest and
diversion of faculty effort that is inherent in working with
business; and have universities addressed the potential threat
to the openness of scientific communication that attaches to
proprietary interests?

Without attempting to assess the adequacy or effectiveness
of institutional policies in these areas, it is clear that
neither has lacked for attention. The existence of policy is
virtually universal, and most of it is recent emough tc have been
formulated in the light of experience with industry. Those two
facts, alone, are reassuring.

Reports on other topics will be forthcoming in the months
ahead. In the meantime, the Clearinghouse exists as a resource
for all who may be interested in the subject.

Suite 730 ® One Dupont Cirle ® Washingtom, DC 20036 ® 202/466-5030
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PART |-~ INTRODUCTION

A. Purpose of the Report

The purpose of this report is to discuss the results of the first
university survey conducted by the Clearinghouse on University~
Industry Relations. The subject matter of the request was
conflict of interest and delay of publicatlion policlies of
universlitles engaglng In collaborative research efforts with
business. The principal focus of the report Is not the form of
the collaboration but rather how the institutions have prepared

for and managed the constralnts of entering into such ventures.

The Clearinghouse appreclates the wlillingness of all respondents
to participate in the survey, particularly those who provided

copies of policles and supplemental materlals.

B. Background: The Growih of University-Industry Collaborative
Research

The federal government provides most of the support for basic
research at unlversities. Only a small percentage of university
research is sponsored by corporations. There continues to be a
great deal of reliance upon corporate philanthropy, but
Increasingly, universities and Iindustry are establishing
collaboratlive research relationships, more like partnerships.
These relationshlips are based on a quid pro guo: the corporate

sponsor provides financlal support of specific research in




exchange for certain rights to use the results or to malntaln an

excluslve relationship with tThe research activity.

Col laborative arrangements have flourished because competltion
has Increased In recent years, Increasing the pressure on
industry to develop new technoiogles and be at the forefront of
innovation. Concurrently, university and industry scientists find
thelr work more closely linked as the boundarlies between "basic"
and "appliied" research become blurred, especially in areas of new
technologies. In general, universlitles find that research
collaborattien with industry meets thelr research needs wlthout
compromlsing fundamental academic principles. The university has
the benefit of research support, valuable research experlence for
students, and broader research opportunities for faculty who

might otherwise be lured from the academic environment fo

industry.

Further, there Is growling support for the Involvement of
universities in the technological and scientific growth of the
business communify. As the fourteenth annual report of the
National Science Board states, "}..The Interdependencies between
good science and good development have been long recognized, but
because of the changling character of the problems, more direct
research interactions between sclence and Industry are now

occurring." /1

Federal, state and local governments encourage university-

industry relations. State economic development programs and




feglslative Initlatives promote collaboratlion among government,
Industry, and universitles. On The.federal level, The'Na+ional
Science Foundatlon funds start-up research centers In which
federal support Is phased-out as industry sponsorship is

establ ished. Other federal agencies, such as the Deparfment of
Commerce, encourage universitles to develop research
relationships with industry. The Natlional Academy of Sclences is
sponsoring the Government-Unlverslty~Industry Research Roundtable
fo "foster strong Amerlican science Through effective working

relationships among government, universlties, and industry." /2

Generaily, universities have been responsive To estabilishing

col laborative research arrangements with industry. The form of
the collaboration varies, even within a single university. The
most highly pubticized arrangements are multi-year, multi~miliion
dolla} projects between one university and one company. However,
there are many more programs In which several universities and
several corporations join to establlsh a research center or
project In which the universities jointly undertake numerous
research tasks. Some industrles have formed non-profit
corporations or foundatlions to provide support for basic research

at universities.

Despite the growth of corporate support for university research,
such support is not expected to provide more than a small
supplement to federal assistance. Even so, many universities

welcome the additional commitment to research. Although the




federal government's support for basic research Is strong, It Is
not always reliable. Most glaring Is the long absence of federal
funding to remodel and replace inadequate research facllities and

instrumentation.

C. Congressiopal Response to the Emerging Collaborative
Relationships and the Establishment of the cigﬂzinghggss on
Universlty-indusiry Relatlons

"In light of these new collaborative reiationships, it was not
overlooked that universities and Industry have miscsions that are
different, and In some cases, divergent. Policy-makers and
university administrators are concerned that unlversity-industry
research relationshlps couid damage the research enterprise.
Interested observers, Including members of Congress and the
press, have also expressed concern. Their fear Is that
universities engaged in these arrangemenis may compromise their
goals of free inquiry and open dissemination of ideas. The Report
of the Universiiy-industry Relatlons Project at the University of
California (1982} summarizes the concern of universities: to
provide diversity of research actlvities while preserving the
university's Independence from undue influence from & single

source. /3

In 1981, the Oversight Subcommittee of the House Committee
on Science and Technology asked the Association of American
Universities (AAU) to develop ethical guidelines to govern

university-industry collaboration. That request stated, "...the




ethlcal dilemmas posed by the metamorphoslis of our sclientific
research force from educators To entrepreneurs have not been
resolved. Changes in research priorities, allocation of
resources, faculty-student and faculty-university reiationshlps,
as well as dimlnishing scientific openness may soon be evolving

from a shifting value system." /4

A Commlttee on Unlverslty-industry Relations was formed by AAU to
respond to the Congressional request. The Committee determlned
that unlform guidel ines appeared unnecessary. However, It did
conclude that universitles, industry, Congress, and the public
would benefit greatly from the sharing of information regarding
research collaboration. The responsibllity for establishing a
clearinghouse for such Information was undertaken by the AAU.
Thus, the Clearinghouse on Univefslfy-lndus+ry Relations was

establ lshed by AAU in September, 1983.

D. The Clearinghouse's initial Project: Esiablish an
Informatlon Source and Conduct a Siudy of Conflict of Interest
and Delay of Publicatlon Pollicies

Since the establlshment of the Clearinghouse, university
administrators and industry managers have expressed a great deal
of Interest in information sharling. The Advisory Committee to the
Clearinghouse recommended how best to address that inferest. As a
result, the Clearinghouse now actively collects and disseminates

information retating fo university-industry relfations.



The Clearinghouse also has established a program of gathering
information on a systematic basis from universities concerning
activities with industrial sponsors of research. The first
request, made during the spring of 1984, focused on two specific
problem areas: conflict of Interest and delay of publication. The
request was made In writing to flfty-six universities. A detalled
description of the requested Informatlon was provided to each
respondent (see Appendix A). The universlities were asked to
provide copies of relevant documents and examples of cases That
arose at their campuses. The Information was reviewed and

analyzed in detail. In all, flfty-one unlversiiies responded.

Conflict of interest and delay of publication are poiicy Issues
that arlse In almost every type of research arrangement with
industry. Each focuses on a different aspect of the university's
policles with regard to the university and the faculty. Knowledge
about the content of the policles and practices and when and how
they are impiemented are important ftools for other institutlions
to use In evaluating thelr own activifles. In addition, the
patterns of establishing policies and procedures provides Insight
Into the extent to which universities have developed thelr own
structures and procedures for research collaboration, and the
extent to which universities accommodate the interests of business

entitlies.



PART 11-CONFLICT OF INTEREST POLICIES

A. Background

Universities rely on faculty to make decisions concerning the
appropriateness of research, both substantively and proceduraliy,
and to carry out the purposes and goals of the institution.
Overwheimingly, thls arrangement is a success for faculty and the
institution. Nevertheless, there is not always a single view of
the appropriate balance between outside activities tThat enhance
the knowledge and experience of the faculty member, and his or

her commitment to the unlversity.

The university Itself must recognize its goals and objectives for
facuity. At mos+ unlversities, consulting and sponsored research
activities are encouraged. They provide intellectual stimulation
and financial support. The line Is drawn, however, when that
support becomes an improper influence over the faculty member and
as a resul¥t, university responsibillties are neglected or the

faculty member becomes biased In favor of Industry's proprietary

goals.

Conflict of interest within a university can have two meanings.
First, conflict of Iinterest arises when the faculty member's
commitment to his or her responsibillties in the university are
not met as a result of outside activities. The conventional

sotution to this conflict is to provide a policy which describes




the faculty member's teaching, research, and administrative
duties, and limlits outside research and consulting activities to
one day per week. Within the past ftwenty years, the issue of
faculty consulting prompted hany universities to develop such a

poliicy.

Second, confilct of Interest arises where a faculty member uses
Influence within the university to advance hié or her own
personal gain. For example a faculty member could promote a
research relationship with an outside sponsor in which he or she
has an equity Intferest, manageffal role, or consulting
relationship. The university would be adversely affected If the
faculty member subordinated his or her university teaching and
research to the activitlies of the outslde company or used
university facilities, equipment, and instrumentation, or

graduate students for that purpose.

O0f course, confllct of Interest is not a new problem. In 1964,
the American Associatlion of University Professors (AAUP) and the
American Council on Education (ACE) jointly issued a statement
entitled 0On Preventing Conflict of Interest in Government-
Sponsored Research at Universifies, which has been endorsed by
most research unIversITIes; The joint statement provides a
detailed discussion of conflict of Interest and encourages

Individual universities to establIsh procedures to address it.

According to the AAUP/ACE statement, confllcts may arlse when a

faculty member undertakes or orients his or her university

10



research to serve the needs of a private flrm, purchases
equipment from a firm In which the faculty member has an
interest, transmlts to a private firm otherwlse unavailable
information, influences negotiation between the unlversity and a
private firm with which the faculty member has a relationship, or
accepts gratulities or speclal favors from a private flrm which
might be Interpreted as an attempt to iInfluence the recipient's

conduct of his or her duties.

The joint statement also addresses a faculty member's conflict of
commitment. It states that a researcher has a responsibility no+
to misiead the sponsor of research or the university about the
amount of time and effort fo be devoted to the research project.

Precise time accounting is recommended.

With respect to the university's responsibiiities, the AAUP/ACE
statement recommends that each university develop and disclose
its accounting procedures, procedures to Inform the university
about the outside professional work of faculty members,
procedures to inform faculty members about tThe standards relating
to conflict of interest, and the avallability of advice and

gulidance to faculty members regarding potentlal conflicts.

The joint statement concludes:

The above process of disclosure and consultation is

the obligation assumed by the unlversity when [t
accepts Government funds for research. The process
must, of course, be carried out In a manner that does
not itnfringe on the legitimate freedoms and flexlibillty
of action of the university and its staff members that
have traditionally characterized a university. It is

11



desirable that standards and procedures of the kind
discussed be formulated and adminisfered by members of
the university community themseives, through thelr -
joint initlative and responsibility, for It Is they who
are the best judges of the condlitions which can most
effectively stimulate the search for knowledge and
preserve the requirements of academic freedom.
Experience Indicates that such standards and procedures
should be developed and speclfied by Jjoint
administrative-faculty action. /5

B. Results of the Survey

As one might expect from the attention drawn to the problem by
the AAUP/ACE statement issued over twenty years ago, most
universitlies in the sample have procedures within the university
To direct the Inltiation and management of sponsored research.
Since the university must approve sponsored research projects,
the approval process includes a review of the activity for

potential conflicts of interest.

I+ Is not surprising that 46 of the respondents have established
written conflict of interest policies which are applicable to
business-sponsored research as well. Most have been revised In

the last flve years (See Appendix B).

Tweive conflict policies (out of 22 public institutions
responding) are based upon existing state law applicable to
publlc university employees. For example:

1. A university offlcer or employes Is forbidden to
participate in his/her officlal capaclty with respect to any
transactlon between the university and a business entity iIn
which the offlicer or employee has a substantial interest.

2. A university offlicer or employee is forbidden to
recelve compensation (in addition to reguiar budgeted salary
or wages for service to the university) as a resuit of, or
In connection with, any transaction between The university

12



and a business entlty in which the offlicer or employee has a
substantial interest.

3. A university offlcer or employee is forbldden to
accept employment or engage in any business or professlonal
activity which he/she might reasonably expect would require
or Induce him or her to disclose confidential information
acquired by reason of the offlcer or employee's university
position.

4. A universlty officer or employee Is forbidden to
disclose confidential informatlion acquired by reason of
his/her universlty position, or to use such Informatlon for
his/her or another's gain or benefit. '

5. A university offlcer or employee is forbidden to
accept other employment which he/she might reasonably expect

would Impair hls/her independence of Judgment in the
performance of university duties and responsibilitles.

* * * *

7. A university officer or empioyee is forbidden to
have personal invesiments In any business entity which will
create a substantial confiict between hls/her private
interests and unliversity duties. /6

The distinctlons among the various poiiclies on confilct of

Interest were less dramatic than one might expect. Appendix C

categorlizes the principal focus of the various confiict peolicies.

The most significant difference among the policies was the
mechanism within the university for disclosure of outside
activitles. One distinctlon lies In which party, university or
faculty member, initiates the disclosure. Nineteen Institutions
provide for a faculty-initiated disciosure when the faculiy
member determines that a sponsored research arrangement to which
he or she is a party may present a conflict. Many of these
pollcies requlre a disclosure by the faculty member only if he or

she Intends to take an equity interest or management position

with the sponsor entity.

13



For example, a typical policy statement In this category reads,

in part:

Responsibility for establishing that activities In business
ventures do not conflict with Instltute commitments rests
flrst with the Faculty member. Further, on request from
cognizant Divislon Chairmen, the Provost, or the Presldent,
the Faculty member shall make a full disclosure of all such
ventures Including the names of companles, the nature of
agreements, the responsibillties assumed by the Faculty
member, and the time Involved. /7

Twenty=-six universities have confllict of Interest pollcies that
brov!de a universlty-initiated dlsclosure or annual repor{ from
each faculty member: engaged in sponsored research or requlire

approval to be granted before the faculty member may undertake a

a consulting or sponsored research project. Many annual reporting

requlrements were similar to the following:

D. Reporting.

All faculty members must report through thelr chalrman to
both the Dean and the Office of Sclence and Technology
Development &all outside professional activities at their
Inception and shall amend these reports as clrcumstances
change...Such reports shall include consulting arrangements
as well as equity holdlings, board memberships, managerial
positions, etc. in relevent organizations. /8

A summary of a sample financial disclosure procedure at a state

university further [l lustrates:

A. Principal Investigators dlsclose whether or nol they

have a flnancial Interest In the sponsor of a proposed
research project when funding in whole or in part Is through
@ contract or grant from a non-governmental entity;

B. Principal Investigators disclose whether or nof tThey
have a financlial interest Iin the donor of a gift when the
gift is from a non-governmental entity and is earmarked by
The donor for a speclfic princlipal investigator or for a
speciflc research project;

14



C. Disclosure statements be fliled (1) before flinal
acceptance of such a contract, grant, or gift; (2) when
funding for such a contract or grant ls renewed; and (3)
within 90 days after expiration in the case of a confract or
grant, or after funds have been completely expended in the
case of a glft;

D. When disclosure indicates that a financial iInterest
exists, an Independent substantive review of the disclosure
statement and research project take place before the
contract, grant, or gift Is accepted; and

E. Department chairs disquailfy themselves from approving a
research proposal for a project to be funded In whole or In

part by a non-governmental entity In which they have a
financlai interest.

Fallure by a principal investigator to make the requlred
disclosure or by a department chalr to disqualify himself or
herself may result In state enforcement proceedings agalinst
him or her as an indlvidual, as well as University
sanctions. /9

With regard to equity interests and faculty managerial

involvement In buslinesses providing research or development,
twenty-one institutions have developed speciflc pollicies to address
this issue. None of the policies prohibited such activities.
Rather, the involvement of a facuity member In anh outside

business is recognized as a potential confllict of interest and
commitment for the facuity member which should be disclosed to

and approved by the dean. Several state Institutlons have

cellings beyond which no faculty member may have an ownership

interest in a company which does business with the university.

For example:

(e) No member of the faculty or academic staff or members of
their immediate families and no business in which They own
or control at least 5% interest of the outstanding stock, or
at least 5% interest in such business, or in which they are
an offlicer or director may enter into any commercial
contract with the unlversity unless the contract has been
awarded through a process of public notice and competitive
bidding under section 16.75(1), Wis., Stats., or unless the

15



member of the faculty [or] academic staff is not In a
position to approve or influence the university's decision
to grant the contract. /10

Appendix D fists the respondents that have equity interest

provisions in their confllct policies.

Many lnsTiTufibns responded to the survey by providing
supplemental materials iliustrating recent guldeilnes or
memoranda addressing conflict of Interest Issues directly related
to Industry-sponsored research. The following excerpt is an
example of one institution's #reafmen? of conflicts arising from
equity ownership and management particlpation In a commercial

entity:

1. Partlcipation of the University and iis faculty in
commerclal organizations.

The University, or a faculty member, may of course
Invest, own stock or other equity in a commercial
enterprise. However, if the Unlversity and its faculty holds
a controlling Interest, participates In the management or
the conduct of affairs of the commercial organization, or |f
the work of the University and Its faculty is being funded
by the organization, conflicts of interest are llkely 7To
exist, and the matter should be refsrred to the Pollcy
Committee.

Faculty members may own a controillng interest in a
commercial enterprise, and may particlpate In [Its management
or conduct of affairs, as long as such participation does
not Interfere with their abllity to fulfill thelr University
commitments, and as long as the activity of the commerclal
organization is not closely related to the area of the
facuity member's Universlty research. |f there is a close
relationship between the two, the question should be
referred to the Policy Committee. The University does not
participate in the management or conduct of affairs of a
commercial organtzation.

A facuity member may own signiflcant stock or equity
In a commercial enterprise, but a conflict of Interest may
exist if the faculty member's Unlversity research Iis closeliy
related tc the activity of the enterprise, especially when
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the faculty member participates in management, In which case
the questlion should be referred to the Policy Committee.

* * % *

2. Funding of research or conduct of research at i1he
University by commercial organizations.

* * * *

If a faculty member has significant stock or other
equity Interest In a commercial corporation and/or
participates In the management or the conduct of Its
affairs, it Is not normally permissible for the Universlty
and the faculty member to recelve funding from that
organization for the faculty member's research at [this]
University. These rules apply with particular force when
faculty members In question hold administrative positions
which permit tThem signlficant control of space and other
resources at the Universlty. /11

A few institutions have policies relating to the protection of

graduate students. For example:

(4) STUDENT RESEARCH PROTECTION. A member of the
unciasslfied staff shall Inform students engaged In research
under his or her supervision of any flnancial interest which
the unclassified staff member has in the research activity,
inciuding, butf not limited to, financlal arrangements
invioved in the direct support of the actlvity, agreements
made by the unclassified staff member to obtain data for the
research, or agreements concernling copyright or patent
rights arlsing from the research. /12

Finally, several universitles responded to the survey with
examples of possible conflicts that were reviewed and resclved.
One state university with a mandatory disclosure procedure

required by state law provided an Interesting example:

It was the unanimous opinion of the ISRC [Independent
substantive review commlttee] that Professor A's project be
recommended for dlsappreoval. The Commlittee's declslon was
made on the basis of an extensive and thorough dliscussion of
the Issues ralised in Professor A's Disclosure of Flinancial
Interest and in hls personal appearance before the
Committee. The principal reason for recommending disapproval
of the project is the absence of an arms-length relationship
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In determining the amount of monies to be pald the
universlty as between Professor A, the Principal
Investigator {(and thus the individual who determlnes the
amount of such monies on behalf of the University) and Dr.
A, the Presldent and 100 percent owner of The Company, who
must pay such monies.

A second serlous concern of the Committee was that the
employees who actually do the work funded by the contract
are performing 'secret' work. That is, they are conducting
analyses of chemlcal compounds whlch have been provided fo
the Company by outslde sponsors who have insisted that the
results of the analyses not be disclosed. While the
agreement between the Unlversity and the Company did not
contain a restriction on the publication of research
findings, Professor A indicated that all decisions
concerning pubflcation will be made by him. He stated that
he would honor the commitments made by the Company to its
sponsors not to disclose thelr findings. Thus, a conflict of
interest exlsts between Dr. A's role as a Unlversity
Professor, with the obllgation to disclose the findings of
his work, and Dr. A's role as the President of a private
corporation whlch has agreed to treat hls findings as
conflidential. It Is Dr. A who will determine whether or not
the findlings of these projects will be published and thereln
Ites the conflict of interest. /13

In some cases, detailed conditlons have been Imposed on faculty
members. For example, a letter from a university official to a
faculty member sets forth conditions under which the facuity

member would be al lowed to proceed wlith a project:

The purpose of tThils letter is to respond to your
ingquiry concerning your participation in the commerclal
development of certaln prior research efforts .... It is my
further understanding that your particlipation would take the
form of an invesiment or some receipt of an equity Interest
In the corporation. :

* * * *

I¥ Is further understood that you agree to the
following speclific provisions regarding your participation
In the above described corporation:

1. Your equlfy Interest shall not exceed 26 percent
and the cumulative equity Interest of all members of your
department shall not exceed 40 percent of total equity In
the new corporation.
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2., You do not, and will not in the future, have any
invelvement in or responsibility for the operation of the
new corporation.

3. ... you are under no obllgation to make present or
future research results avallable to the corporation, nor
will you undertake such an obligation.

4. You will not allow the interests of the corporation
to have any Influence whatsoever on the current or future
directlons of your College research.

5. You will not allow the interests of the corporation
to have any Influence whatsoever on the current or future
dlrections of the College research of members of The
Department.

6. You agree to disclose Immediately to the Dean any
real or apparent conflict of Interest that may arise in
relatlon to your Interest in the corpora?ion and your
position on the [University] faculty.

7. The terms of any consulting agreement or other form
of business agreement or relationship between you and the
corporation shall be disclosed to the Universlity and be
subject to prlor University approval.

8. Any use of funds of the new corporation to support

your Cocllege research will require the prior approval of the
Dean.

9. No resources of the Unlversity will be committed To
the furtherance of the purposes of the corporation without
the prior review and approval of the Dean and the
negotlation of a written Unlversity contract.

10. You will Inltialily provide to the Dean a report of
all aspects of your participation In the corporation and you
will disclose any proposed changes or modification in the

relatlonships between you and the corporatlion and your on-
golng Universlty research. /14

C. Summary

In general, it can be concluded that universitles responding to

the survey have developed conflict of interest pollé!es that

address the faculty problems arlsing out of university~Industry

relationshlps. A key feature of most of the poilcies Is rellance
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on disclosufe as a mechanism to deal with confllicts. Perhaps this
reflects a conclusion that disclosure wlll inhibit the formation
of Inappropriate relationships at the outset. Or, It could be
based on'?he Theory 1haf,$o long as the business relatlionship
between a faculty member and an Industrial sponsor has the
Informed consent of the unlversity, the faculty member may
proceed with confldence. in the flnal! analysis, however, should
pollicies based on disclosure actualiy reveal serious conflicts,
the test of the effectlveness of such policies will be in the
ability of instltutions to use the information that is in their

possession.
PART 111-DELAY OF PUBLICATION POLICIES

A. Background

Delay of publlication relates to the issue of openness. Exchange
of ideas, including research results, Is an Integral part of
increasing knowledge. Free communication also allows scholars and
sclentists to verify and critique research of others and lessen
duplication of effort. Further, each faculty member relies on the
freedom to select a research path regardiess of whether It is

likely to produce commercial success.

The federal government has often asserted the sensitivity of
research results for national security reasons and requested or
required that it be embargoed. In the case of indusiry-sponsored

research, the sponsor is interested in protecting the proprietary
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nature of the research and may not want competitors 1o have
access to the information resufting from the sponsored research.
Within thls context, sponsors of research sometimes reguest

restriction of openness.

The opposling vlews about Information are often a subject of
negotlation in university-industry relations. Most frequently,
the resolution is a contract provision which allows a specified
delay of the publicatlion of the research results in order to
permit the sponsor To protect its Interests by filling a patent
application with the U.S. Patent Offlice. Patent rights are based
on the premise that the owner of the rights shouid disclose the
Invention in exchange for the rIghf_fo exclude others from using
or manufacturing 1t+. Thus, The end result of a patent is.

openness.

in additlon to patent rights, some universiftles allow a specified
delay of publication to permit the sponsor to reviéw The
publication for proprietary data. Most frequenty, proprietary
data means information the sponsor supplied o the research
enterprise which was not otherwise public. If the sponsor
supplled that Informatlion to the researcher, it may be

determined by the parties, In advance, that such information Is
not Intended to be made avallable when the results of the

research are published.
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B. Resuits of the Survey

Forty-nine universlitles responding to the survey provided
ﬁaferlals on delay of publication. Thirty-two universitlies have
written pollicles stating the institutlon's position on freedom to
publIsh. Most of these statements were general admonltions that
the university Is committed fo free publication and open
dissemlnation of ideas. Some provide that delay in publication is
permissible under speciflc circumstances, but that such delay may
not be unreasonable. The ilength of time permitted for delay is
rarely stated, but Is determined on a case-by-case basis. For
example: |

3. Publicatlon. In order to fulfill our educational
obJectlives, and with our status as a tax-exempt educational
institution, research at [Unlversity] aims to serve a pubiic
rather than a prlvate purpose. Results are disseminated
broadly and on a non-dliscriminatory basis. Thus [University]
will not undertake studies whose results cannot be freely
published. We will, however, recognize legitimate
proprletary concerns of sponsors where appropriate.

Publ lcations may be deferred for an agreed upon limlted
perlod of time to protect patent rights, and sponsors may
review our publications before release so that they are
aware of the contents. On occaslions where [Universityl may
have accepted a sponsor's proprietary informatlon as
necessary background data for a research project, we wlll
allow a publlcation review In order fo ldentlfy any
inadvertent disclosure of data that, on a reasonable-efforts
basls, we agreed to keep confidentlal. /15

All of the Institutions responding to the Clearinghouse request
permit publication to be delayed. Appendix E summarizes the
reasons for which the respondents will agree to delay
publication. Overwhelmingly, the most common reasons glven for
permitting delay of publlcation were to permit the sponsor to

review the proposed publlication for patentable subject matter or

confldential [nformation and to permit the university or the
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sponsor to flie a patent appilcation In the United States (and
sometimes abroad) To protect the sponsor's Interest in such
subject matter. Nineteen unlversities speclfled patent review and
filing as the only reason for delay. Twenty-one institutions
specifled both patent review and flling and review for

confidential information supplied by the sponsor.

Delay of publication provisions tend to fall Intc three
categorles. Some merely state that the university wllf

permit a delay. Others speclfy the total length of time

that the university will delay. Others specify a ftwo-Tlered deiay
procedure involving a specifled review perlod and a subsequent
delay for patent appllcatlon preparation and flling. This last
category may be subdivided based on when the delay may commence.
Some calculate the delay from the time that the proposed
publication Is submitted to the sponsor regardless of when it
would have been published. Others calculate the delay from the
Time that the proposed publication would have been pubiished.
Publicatlon includes any presentation of the research results to

the pubiic,

The following Is an example of a publication provision in a

contract between a respondent and an Industrial sponsor:

a. The University reserves the right, subject to the
provisions of this Agreement, to use the results of all work
provided by the Universlity under this Agreement, Including
but not limlted to, the results of tests and any raw data
and statistical data generated therefrom, for its own
teaching,  research and publication purposes only. The
University agrees, on behalf of itseif and its employees,
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students, asslistants or assoclates, nhot to cause sald
results to be knowlngly used for any commerclal purpose
whatsoever except as authorized by Sponsor In writing.

b. Any proposed publication by or on behalf of the
University, Ifts employees, students, asslstants, or
assoclates, Involving work hereunder shall be submitted to
Sponsor for review and comments at least ninety (S0) days
prior to submission for publication or presentation. At the
end of ninety (90) days after sald submission to Sponsor,
the Universlty shall be free To proceed with publication.
However, if Sponsor believes patentable subject matter is
inadvertently disclosed in any publication submitted for
review, Sponsor shall Immediately identlfy such subject
matter fto Unlversity. University shall use its best efforts
to promptly file or assist Sponsor to flle a patent
application covering such subjJect matter with the United
States Patent and Trademark Office or through the Patent
Cooperation Treaty prior to publication. /16

The length of time that universities wilil delay publication
varies among institutions and among arrangements within
institutions. Among the respondents, the shortest delay was
thirty days, the longest more than one year. Appendix F
summarizes the tIme periods during which the respondents would

delay pubiication.

C. Summary

In general, all respondents allow some form of delay of
publication. Clearly, then, a reasonable delay is consldered by
institutions generally to be within the scope of free and open
publication. Publlcation delay Is conflned to patent protection
and pre-disclosed proprietary data, issues that are easily
deflned. Other types of Intellectual property protection, such as
trade secrets, do not appear In insfifufional policles as
legitimate reasons for Interfering with open dissemination of

research results.
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PART 1V-CONCLUSION

All of the universlities sampled In the Clearlinghouse request have
developed policles and practices relating to industry sponsored
research. Whether particular policies are too narrow or too broad
is a matter for each Institution, and esach interested person, +to
evaluate. The sample shows clearly that the Issues relating to
Industry-sponsored research are belng addressed by university
administrations and facultles, and that general ly, procedures are
in place to provlide adequate disclosure of the arrangements

between universities and industry.

The natural extenslion of the Issues addressed in this report
concerns the entfrepreneurial activities of the university itself.
Increasingly, universities are establishing busliness entities to
provide technology transfer and development services for the
university. The Clearinghouse's next survey, which Is scheduled
to commence in May, 1985, will focus on university
entrepreneurial actlvities, as well as Intellectual property

policles.
For further Information or materials, contact:

April Burke, Esq.

The Clearinghouse on University-Industry Relations
Assoclation of American Universities

Sulte 730

One Dupont Circle, N.W.

Washlngton, D.C. 20036
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APPENDIX A

Association of American Universities
March 20, 1984

CLEARINGHOUSE ON UNIVERSITY-INDUSTRY RELATIONS

This is a request for information about some specific
university policies and practices in the area of university-
industry relations. We would like to receive a response regard-
ing your institution. The thoroughness of each response is
crucial to the success of our effort. The purpose, simply
stated, is to gather information about policies and practices
affecting these relationships and to make it available in ways
that will improve the quality of decisions university officers
make.

Potential problems associated with university-industry
research collaborations have become a subject of concern among
interested observers, including members of Congress and the
press. The fear is that the universities engaged in these
arrangements may compromise the goals of free inquiry and open
dissemination of ideas.

In 1981, the AAU was asked by the Oversight Subcommittee of
the House Committee on Science and Technology to develop ethical
guidelines to govern university-industry collaborations. That
request stated, "...the ethical dilemmas posed by the metamor-
phosis of our scientific research force from educators to
entrepreneurs have not been resolved. Changes in research
priorities, allocation of resources, faculty-student and faculty-
university relationships, as well as diminishing scientific
openness may soon be evolving from a shifting value system."

A Committee on University-Industry Relations was formed by
AAU to respond. That Committee determined that guidelines
appeared unnecessary; however, it did conclude that universities,
industry, Congress, and the public would benefit greatly from the
sharing of information regarding research collaborations. The
responsibility for establishing a clearinghouse for such
information has been undertaken by the AAU,

Since the Clearinghouse was established in September, 1983,
university administrators and industry managers have expressed a
great deal of interest in information sharing. On November 28,
1983, the Advisory Committee to the Clearinghouse met in
Washington to recommend how best to address that interest. The
Committee recommended that the Clearinghouse request information
from universities concerning activities with industrial sponsors
of research, beginning with two specific problem areas: conflict
of interest and delay of publication.

Suite 730 ® One Dupont Cirdle ® Washington, DC 20036 ® 202/466-5030
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This is the first request for information and it is confined
to those two topics. We are interested in receiving written
information concerning university policies and practices, includ-
ing documentation of policy, such as statements, guidelines, and
memoranda, and discussions and documentation of practices,
including contracts and other agreements. We are not requesting
confidential information. If it is necessary to delete names,
dates, dollar amounts, or other specific details from documents,
we would be pleased to receive them in such form. We hope to
receive information covering the breadth and variety of univer-
Sity activities in this area while including the details of
specific arrangements,

The following hypothetical examples may make clearer the
kind of information we would like to get and the value that such
information might have to university officers confronted with
real cases.

University A has a conflict of interest policy which states,
in part, that faculty should avoid situations invelving
conflicts of interest such as financial dealings that are
contrary to the University's best interest or which may
obligate the faculty member to take actions adverse to the
University's interest. Faculty member X, following exten-
sive consulting arrangements with a small biotechnology
company, is asked to join the company as a stock holding
partner in order to head a new division in his area. X
would only dedicate one day a week to the new company and
would have the new division contract with him at the Univer-
sity to continue to do research. He notifies his department
chairman of his desire to accept the offer, assuring him
that the University's interests, including the selection of
research topics and the learning experience of graduate
students, would not be compromised.

What information about other universities' experiences in
similar situations would you like to know to help you resclve
University A's situation?

For example:

l. Conflict of interest policies.

2., PFaculty contracts with industrial sponsors.

3. How similar matters were resolved, including procedures
followed by other universities.

Corporation A and University Y are negotiating a contract
under which the university would receive $10 million over 5
years to conduct basic research in the area of X. The
Corporation will be entitled to an exclusive license to
develop patents owned by the university for products or
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processes developed under the project, but it has asked for
very restrictive access and publication measures to be
imposed by the university in order to protect possible
proprietary rights. As part of those restrictive measures,
no faculty member or graduate student involved in research
on the project may publish the results of the research
without first submitting the proposed publication to the
Company for review. The Company is requesting 120 days to
determine whether the publication would reveal any patent-
able product or process, and a subsequent 120 days to file a
patent application. The University has no stated policy
concerning delay of publication; however, it has never
agreed to delay publication for more than 90 days in the
past. -

What information about other universities' experiences in
81m11ar situations would you like to know to help you resolve
University Y's situation?

For example:

1. Contracts with delay provisions.

2., Restrictive measures requested by companies.

3, How similar matters were resolved, and whether their
resolution treated faculty members differently than
graduate students.

We know we are asking your institution to undertake a
significant task in responding to this request. We are convinced
that it will be in the university community's best interest to
share this information. It is important to demonstrate to those
who are concerned about university interaction with industry that
universities are addressing the legal and ethical problems of
entering into business relationships to perform research. We
hope your institution can assist in this effort.

All responses should be received at AAU by June 1, 1984.
Please direct any inquiries and responses to:

April Lewis Burke, Esqg.

Director of the Clearinghouse on
University-Industry Relations

Association of American Universities

One Dupont Circle, N.W., Suite 730

Washington, D.C. 20036

202-466-5030

Please let us khow the name, address, and phone number of

any member of the university's staff who will be assisting with this

reguest.

Thank you.



APPENDIX B
DATES OF MOST RECENT REVISION OF CONFLICT POLICIES AT RESPONDENT
'UNIYERSITIES

No date provigded

University of Maryland
Northwestern University
Unlversity of Pittsburgh
University of Rochester
University of Southern Californla
Yale University

1982-84

California Institute of Technology
Universlty of Callfornia, Berkeley
University of California, Los Angeles
University of Chlcago

University of Colorado

Columbia University

Duke Unlversity

Georgla Tech Universlty

Harvard Unlversity

The Johns Hopkins Unlversity
University of Michigan

University of Missourl

Universlity of Nebraska

University of North Carolina
Untversity of Pennsylvania

Purdue Unlversity

Rensselaer Polytechnic Institute
Rockefeller Universlty

Stanford Unlversity '

Universlty of Texas

University of Virginla

University of Wlsconsin

1979=81

Brown University

Case Western Reserve Unlversity

The Catholic Unlversity of America
Indlana University

lowa State University

University of Kansas

Massachusetts Institute of Technology
Ohio State Universlty

The State University of New Jersey, Rutgers
University of Utah

Washington Universlity




1970=-79

Corneil University
Pennsylvania State Unlversity
Princeton University

Tulane University

Universlity of Washington

1960-69

New York Unlverslty
Yanderb! |+ University




APPENDIX C

PRINCIPAL TERMS OF CONFLICT OF INTEREST POLICIES AT RESPONDENT
UNIVERSITIES

No written confilct of Interest policy provided

Carnegle-Mellon Untversity
Universlity of Minnesota
University of Massachusetts
Unliversity of Oregon
Syracuse University

General statement

University of Maryland

Eaculty-inltlated disclosure of outside professional actlvities
or disclosure required only of equity Interest Ilnvolved

Californla Institute of Technology
Universlty of Colorado

Cornell Universlty

Indiana University

The Johns Hopkins University
University of Missourl
University of Nebraska

New York University

Ohio State Unlversity

Rensselaer Polytechnic Institute
Pennsylvania State University
Purdue University

Rockefeller University

Stanford Unliversity

University of Texas

Tulane Unlverslty

Universlity of Utah

Washington University

Yale Unlversity

University~initiated discliosure or annual disciosure or approval
required 1o undertake sponsored research activity

Brown Unlversity

University of California, Berkeley
Universlty of California, Los Angeles
Case Western Reserve Unlversiity

The Cathollc University of America
University of Chicago

Columbia Unlversity

Duke Universlty




Georgla Institute of Technology
Harvard University

lowa State Universlty

Unlverslity of Kansas

Massachusetts Institute of Technology
Unlversity of Michigan

University of North Carollina
Northwestern Unlversity

Unliversity of Pennsylvania

University of Pittsburgh

Princeton Unlversity

Universlty of Rochester

The State University of New Jersey, Rutgers
University of Southern California
Yanderbilt Unlversity

University of Yirginia

University of Washington
Unlversity of Wisconsin



APPENDIX D
RESPONDENTS HAVING EQUITY INTEREST PROVISIONS IN CONFLICT OF
INTEREST POLICIES

The State University of New Jersey, Rutgers
Syracuse Unlversity _
Unlversity of Texas

Tulane University

Unlversity of Utah

University of Washington

Yale Unlversity

University of Wisconsin

Columbia Unlverslty

Cornell University (letter to faculty)
Purdue University

Rockefel ler University

Duke University

Harvard Unlverslity

The Johns Hopkins Universlty
University of Michigan

University of Nebraska

New York Unlversity

University of North Carolina
University of Pennsylvania

University of Virginla



APPENDIX E
 REASONS GIVEN BY RESPONDENT UNIVERSITIES FOR PERMISSIBLE DELAY OF
PUBL ICAT ION

Review for disclosure of patentabie subject
matter and flllng of patent appllicatlion

Brown University

Callfornia Institute of Technology
University of Colorado

Georgia Institute of Technology
Harvard University

Indiana Unliversity

lowa State University
University of Maryland
University of Minnesota
University of Nebraska
University of North Carolina
Ohio State University
Unlversity of Pittsburgh
University of Rochester
Syracuse Unlversity

Unlversity of Texas

Tulane University

Unlversity of Virginla

Yale Unlversity

Beview for disclosure of confidentlal information

University of Utah
University of Wisconsin

Review for disclosure of confidential Information or patentable
subject matrter and fillng of patent appllication

Case Western Reserve Universlty
The Cathollc Universlty of America
Columbia Unlversity

Cornell Unlversity

Duke Unlverslty

Massachusetts Institute of Technology
University of Michigan

New York Unlversity

Northwestern Universlity

Unlversity of Oregon

University of Pennsylvania
Pennsylvania State Universlity
Princeton Universlity

Purdue University

Rensselaer Polytechnlic Instltute



University of Rochester

The State Unlverslty of New Jersey, Rutgers
University of Southern Callfornia

Stanford Unlversity

University of Washington

Washingtonh University

Review for confldentlal Information and sponsor approval

Carnegie-Mellon Unlversity

Review for comment, patentable subject mﬂiiﬂnh and
confidenilal Information

Universtity of Californla, Los Angeles

- Comment and patent fillng

University of Callfornia, Berkeley

Revliew and deletion of sensitive Information
Vanderbilt Unlversity

Reason not stated

University of Chlcago
University of Maryland
University of Missour]



APPENDIX F
LENGTH OF TIME PERMITTED BY RESPONDENT UNIVERSITIES FOR DELAY OF
PUBL ICATION¥*

20-45 Days

Rockefel ler Unlversity
Yale Unlversity

£0=-90 Days

Callfornia Instltute of Technology
University of Chlcago

Columbia Unlversity

Duke Unlversity

Georgie Institute of Technology
Massachusetts Institute of Technology
New York University

Princeton Unlversity

University of Rochester

Universlity of Southern California
Stanford University

University of Texas

Vanderbilt Unlversity

University of Wisconsin

91-120 Days

University of Californle, Los Angeles
Cornell Unlversity

University of Michigan

Northwestern University

University of Oregon

Universlty of Washington

Washington Universlity

121-363 Days

Brown University

Case Western Reserve Unlversity
University of Colorado
Indiana University
University of Kansas
University of Maryland
Universlity of MInnesota
University of Nebraska
University of North Carolina
Ohlo State Univers]ty
University of Pennsylvania
Universlity of Piftsburgh



Purdue University

Rensselaer Polytechnlc Iastitute

The State University of New Jersey, Rutgers
Syracuse University

Tulane University

University of Utah

University of Virglinia

More Than 365 Days

Carnegie~Mellon University

Other

1. "short period"
- Callfornia Institute of Technology
- University of California, Berkeley

2. "jong enough for sponsor fo protect thelr patent appllication"
- The Catholic University of America

3. "wlll not delay publication significantly"®
- Harvard Universlity

4. "lIimlited time"
-lowa State University

¥ Each institution is placed In the category reflecting the
iongest delay possible, as described in their response. If an
institution stated that it typically delays pubilcation for "x
days, or longer", such iInstitution was placed in the next longest
delay category followlng x.
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MEMORANDUM FOR: Robert Ortner
Under Secretary for Eccnomic Affairs
FROM: ‘Douglas A. R1GYS poymae o Rigss
SUBJECT: Review of Employee Standards of Conduct Under

P. L. 99-502

Under the provisions of subsection 11l(c) {3) (A) of the Stevenson-
Wydler Technology Innovation Act of 1980 (Pub. L. 96-480), as
amended by section 2 of the Federal Technology Transfer Act of
1986 (Pub. L. 99-502), and at your regquest, my office has reviewed
the Department's employee standards of conduct (15 CFR Part 0).
The statutory purpose of the review was to ensure that the standards
of conduct contain adequate guidelines to deal with situations
likely to arise using the authority of section 1ll(a) of this
legislation. Briefly, section 1l(a) authorizes Federal agencies
to enter into cooperative research and development agreements with
other parties, including licensees of inventions owned by the
agencies. As a result of our review, I am satisfied that our
regulations establish adequate guidelines to cover situations
under the law and do not require changes at this time.

In undertaking our review, we were mindful that a major purpose of
the legislation is to establish a framework for permitting employees
or former employees or their partners to participate in efforts to
commercialize inventiens the employees made while in the service
0of the United States. This would include the authority for those
individuals to negotiate licenses or assignments of title to
inventions or to negotiate cooperative research and development
agreements with their present or former employing agency. These
negotiations may, depending upon the facts of the particular
situation, present issues under applicable conflict of interest
statutes or standards of conduct regulations. The legislation
recognizes this, in noting, in section 11(b) (4), that employees or
former employees are permitted to participate in commercialization
efforts "to the extent consistent with any applicable agency
requirements and standards of conduct." The legislative history
confirms this intent. The report of the Senate Committee on
Commerce, Science, and Transportation (Ne. 99-283) notes, at page
10, that the legislation '

" make[s] no changes in the conflict of interest
laws affecting Federal employees or former
Federal employvees. The Committee does not




belieuwe that this section releases former
employees from conflict of interest restraints
in current law, and does not intend this
_result. Agencies have the flexibility under
“this section to establish standards for
cooperative research arrangements which

prevent former employees from benefitting
unjustly from their former employment.
Conversely, laboratories may need the assistance
of former employees to develop the commercial
potential of inventions, and this provision is
intended to allow their participation according
to agency standards.

We have conducted the required review of our regulations with

these principles in mind and, as noted above, we have concluded

that the regulations are adequate. We have been faced, from time

to time, with inquiries from employees about their ability to
commercialize inventions developed by them as part of their

official activities. Such matters are decided on a case-by-case

basis, in which our overall concern is whether the employee is in

a better position, due to his employment, to obtain a license or o
cemmercially exploit a device than would be members of the general ¢ | eonrso,
public. In a major study of this issue last year, my office —_
identified four factors to consider in deciding such questions:

(1) whether the license applicant/Government employee had any role

in development of the device in question, (2) whether he has a

role, as a Government employee, in any decision on whether to

continue or discontinue Government development, (3) whether he had

any role, as a Government employee, in the decision to seek a
Government patent or issue a license or tc whom to issue the

license, and (4) whether he has access to confidential Government
information concerning the device. These Zfactors, all derived

from existing conflicts-of-interest provisions, allow an employee

to obtain a2 license and exploit an invention while, at the same

time, prevent an abuse of the system by prohibiting an employse

from using his position or inside information for private gain.

As noted above, these factors will continrue to apply. To them,
however, we would add a factor that reflects the public policy
found in the new legislation. Specifically, we would now take
into consideration the expressed Government policy in favor of
licensing inventions to Federal employees, I am satisfied this
can be done within the framewcrk of our existing regulations, so
long as care is taken to ensure that employees receive no unfair
advantage due to undisclosed information.

Finally, I note that the full range of Federal conflict-of-

interest statutes in title 18 of the U.S. Code would continue to
apply. These will, for example, preclude an employee from acting
in an cfficial capacity on a matter that will affect his financial
interests in a license {18 U.5.C. § 208) and may serve to limit

his ability to represent the interests of an outside corporation



regarding its license in the invention before the Government

(18 U.S5.C. §§ 203 and 205). These restrictions are consistent
with the legislation and, in any event, are not addressed by the
requiremént to review the Department's standards of conduct.

PREPARED BY:GFields:jwm:2/10/87
cc: DRiggs{2)

MWagner
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OG/Chron ‘ ’

Document Title:MEMC FOR ORTNER




/
Our file with university conflict of interest policy statements
has been started. Briefly, review of the materials at the
American Association of Universities gave us the following
information and materlals.

0 The request letter from AAU to universities asking for con--
flict of interest and delay of publlcatlon statements, All
responses are not in, Aprll Lewis Burke indicated that I was
welcome to return later in the summer and review any additional
materials she receives.

o Her files presently include the following university
responses:

Qur Files

1. University of California -- Xerox of the letter discussing
conflict of interest develop-
ments since 1982, I am
sending for copies of three
reports noted in their letter.

2. California Institute of -- Copied the cover letter which
Technology identified individuals for
future contact. Copied a
paper on conflict of interest
and pages from the faculty
handbook covering conflict of
interest and conflict of

commitment.
3, Pennsylvania State ~— Copied case examples of
University industry/university agreements

and discussion of research
negotiations, Did not copy
attachments of actual state-
ments because dated 1977.

4, Duke University -~ Copied cover letter which
outlines Duke's conflict of
interest position and the
appropriate pages from a
faculty handbook.

5. University of Virginia -- A very interesting response
‘ ‘ because the problem of state

employee status of university
staff was noted. Along with - . .
the university's statement and
pages from the financial pol-
icy manual, I copied recently
enacted Virginia legislation
covering exceptions to the
Virginia Comprehensive Conflict
of Interests Act,




10.

11.

12,

Purdue

Rutgers

New York University

Yale

University of Maryland

Washington University

" University of Utah

Copied the general statement
for conflict of interest
disclosure requirements and an
example format. These were
developed after the General
Assembly of Indiana passed
amendments to the Indiana
"conflict of interests" law.

Copied the brief conflict of
interest statement, Again,
Rutgers notes that faculty are
governed by the statutes of
the state.

Copied a sheet of the letter
noting that a faculty
committee is in the process of
developing a new policy state-
ment and that current practice.
is governed by a 1964 AAUP/ACE
Joint Statement.

A report recently released by
a faculty committee on
Cooperative Research, Patents
and Licensing is copied, Yale
promised to sent to AAU
finalized policies and
revisions to the faculty hand-

. book when they are completed.

Only the cover letter noting
that the university is
developing a conflict of
interest and commitment state-
ment, but is unwilling to share
it until it is more final.

Copied cover letter and con-
flict of interest policy
paper, Did not copy the
handbook and one page blurb
because dated 1974. Copied

Monsanto-Washington University -

Agreement, '

Copied a great deal of
material, April noted the
University of Utah was one of
the most informative and
clearly active responses.,




13.

14.

Case Western

Harvard University

Materials include a broad
statement on commercialization
of scientific discoveries; the
Utah Technology and Innovation
Act, 1983; By-Laws of Utah
Technology Finance Corpora-
tion; "A Thriving Partnership:
The University and High Tech
Industry"; and, "Research for
Industry at the University of
Utah."

Again, a good example,

"Materials include general

statement; Guidelines for key
issues in industry-university
research agreements; model
research agreement; and,
principles governing CWRU
participation in business
ventures based on university
technology.

Copied general statement.

Materials available at AAU, not copied.

Colorado University

John Hopkins

University of Kansas

Massachusetts Institute
of Technology (MIT)

Michigan

Northweétern

Ohio State

University of
Pennsylvania

1980 Handbook pages.

Brochure blurb - time
commitment constraints,

Handbook sheets, 1971,
1977

Only a blurb on Technology
Transfer entity, Michigan
Research Corp.

No conflict of interest
formally stated.

Newspaper article in 1981
Harvard Gazette,

Nothing on conflict, just
comments on general relations
with industry.



10.
11.

12,

13.

14.

15,

16.
17.

18.

19.

20.

Princeton

Rockefeller University

University of Southern
California

Rensselaer

Missouri

University of Michigan

Stanford

Cornell

Nebraska

University of Rochester

University of Oregon

University of
North Carolina

- No conflict statement,

Agreement format but no
conflict of interest mention.

No conflict statement,

No conflict of interest
information.,

No real conflict statement
merely "flexibility" in
relations discussed in letter,

1969

ijust a
contract example,

Blurb on sponsored research,
no conflict statement.

1964

1982 general paragraph, not
copied.

General encouragement of work
with industry, no statement on
conflict of interest,

Conflict of interest new to

the university, they are
"wrestling" with the problem,

1979



Qur file with university conflict of interest policy statements
has been started, Briefly, review of the materials at the
American Association of Universities gave us the following
information and materials.

0 The request letter from AAU to universities asking for con-
flict of interest and delay of publication statements, All
responses are not in. April Lewis Burke indicated that I was
welcome to return later in the summer and review any additional
materials she receives.

0 Her files presently include the following university
responses:

Qur Files

Xerox of the letter discussing
conflict of interest develop-
ments since 1982, I am
sending for copies of three
reports noted in their letter.

1. University of California

2, California Institute of -- Copied the cover letter which
Technology identified individuals for
: future contact., Copied a
paper on conflict of interest
and pages from the faculty
handbook covering conflict of
interest and conflict of

commitment.,
3. Pennsylvania State -- Copied case examples of
University industry/university agreements

and discussion of research
negotiations., Did not copy
attachments of actual state~
ments because dated 1977.

4, 'Duke University -= Copied cover letter which
' outlines Duke's conflict of
interest position and the
appropriate pages from a
faculty handbook,

5. University of Virginia -- A very interesting response
- because the problem of state
employee status of university
staff was noted., Along with

the university's statement and - -

pages from the financial pol-
icy manual, I copied recently
enacted Virginia legislation
covering exceptions to the
Virginia Comprehensive Confllct
of Interests Act.
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10,

11.

12,

Purdue

Rutgers

New York University

Yale

University of Maryland

Washington University

University of Utah

Copied the general statement
for conflict of interest
disclosure requirements and an
example format., These were
developed after the General
Assembly of Indiana passed
amendments to the Indiana
"conflict of interests" law,

Copied the brief conflict of
interest statement, Again,
Rutgers notes that faculty are
governed by the statutes of
the state.

Copied a sheet of the letter
noting that a faculty
committee is in the process of
developing a new policy state-
ment and that current practice
is governed by a 1964 AAUP/ACE
Joint Statement,

A report recently released by
a faculty committee on
Cooperative Research, Patents
and Licensing is copied. Yale
promised to sent to AAU
finalized policies and
revisions to the faculty hand-
book when they are completed.

Only the cover letter noting
that the university is
developing a conflict of
interest and commitment state-
ment, but is unwilling to share
it until it is more final,

Copied cover letter and con-
flict of interest policy
paper. Did not copy the
handbook and one page blurb
because dated 1974, Copied

~Monsanto-Washington University -
- Agreement. o

Copied a great deal of
material. April noted the
University of Utah was one of
the most informative and
clearly active responses.,



13,

14.

Case Western

Harvard University

Materials include a broad
statement on commercialization
of scientific discoveries; the
Utah Technology and Innovation
Act, 1983; By-Laws of Utah
Technology Finance Corpora-
tion; "A Thriving Partnership:
The University and High Tech
Industry®; and, "Research for
Industry at the University of
Utah,”

Again, a good example,
Materials include general
statement; Guidelines for key
issues in industry-university
research agreements; model
research agreement; and,
principles governing CWRU
participation in business
ventures based on university
technology.

Copied general statement.

Materials available at AAU, not copied.

Colorado University

John Hopkins

University of Kansas

Massachusetts Institute
of Technology (MIT)

Michigan

Northwestern

..OhiQ'State

University of
Pennsylvania

1980 Handbook pages.

Brochure blurb - time
commitment constraints.

Handbook sheets, 1971.
1977

Only a blurb on Technology
Transfer entity, Michigan
Research Corp.

No conflict ¢of interest
formally stated.

Newspaper article in_1981'.
Harvard Gazette.

Nothing on conflict, just
comments on general relations
with industry.
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11.

12,

i3.

14.

15,

le6.

17.

18,

19,

20,

Princeton

Rockefeller University

University of Southern
California

Rensselaer

Missouri

University of Michigan
Stanford

Cornell

Nebraska

University of Rochester

University of Oregon

University of
North Carolina

Agreement format but no
conflict of interest mention,

No conflict statement.

No conflict of interest
information,

No real conflict statement
merely "flexibility" in
relations discussed in letter,

1969

No conflict statement, just a
contract example.

Blurb on sponsored research,
no conflict statement,

1964

1982 general paragraph, not
copied.

General encouragement of work
with industry, no statement on
conflict of interest.

Conflict of interest new to

the university, they are
"wrestling" with the problem,

1979



Association of American Universities
March 20, 1984

CLEARINGHOUSE ON UNIVERSITY-INDUSTRY RELATIONS

This is a reguest for information about some specific
university policies and practices in the area of university-
industry relations. We would like to receive a response regard-
ing your institution. The thoroughness of each response is
crucial to the success of our effort., The purpose, simply
stated, is to gather information about policies and practices
affecting these relationships and to make it available in ways
that will improve the quality of decisions university officers
make.

Potential problems associated with university-industry
research collaborations have become a subject of concern among
interested observers, including members of Congress and the
press. The fear is that the universities engaged in these
arrangements may compromise the goals of free inquiry and open
dissemination of ideas. '

In 1981, the AAU was asked by the Oversight Subcommittee of
the House Committee on Science and Technology to develop ethical
guidelines to govern university-industry collaborations. That
request stated, "...the ethical dilemmas posed by the metamor~
phosis of our scientific research force from educators to
entrepreneurs have not been resolved., Changes in research
priorities, allocation of resources, faculty-student and faculty-
university relationships, as well as diminishing scientific
openness may soon be evolving from a shifting value system."

A Committee on University-Industry Relations was formed by
AAU to respond. That Committee determined that guidelines
appeared unnecessary; however, it did conclude that universities,
industry, Congress, and the public would benefit greatly from the
sharing of information regarding research collaborations. The
responsibility for establishing a clearinghouse for such
information has been undertaken by the AAU,

Since the Clearinghouse was established in September, 1983,
university administrators and industry managers have expressed a
great deal of interest in information sharing. On November 28,
1983, the Advisory Committee to the Clearinghouse met in
Washington to recommend how best to address that interest. The
Committee recommended that the Clearinghouse request information
from universities concerning activities with industrial sponsors
of research, beginning with two specific problem areas: conflict
of interest and delay of publication.

Suite 730 ® One Dupont Cirdle ® Washington, DC 20036 ® 202/466-5030
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This is the first request for information and it is confined
to those two topics. We are interested in receiving written
information concerning university policies and practices, includ-
ing documentation of policy, such as statements, guidelines, and
memoranda, and discussions and decumentation of practices,
including contracts and other agreements. We are not requesting
confidential information. If it is necessary to delete names,
dates, dollar amounts, or other specific details from documents,
we would be pleased to receive them in such form. We hope to
receive information covering the breadth and variety of univer-
sity activities in this area while including the details of
specific arrangements.

The following hypothetical examples may make clearer the
kind of information we would like to get and the wvalue that such
information might have to university officers confronted with
real cases.

University A has a conflict of interest policy which states,
in part, that faculty should avoid situations involving
conflicts of interest such as financial dealings that are
contrary to the University's best interest or which may
obligate the faculty member to take actions adverse to the
University's interest. Faculty member X, following exten-
sive consulting arrangements with a small biotechnology
company, is asked to join the company as a stock holding
partner in order to head a new division in his area. X
would only dedicate one day a week to the new company and
would have the new division contract with him at the Univer-
sity to continue to do research. He notifies his department
chairman of his desire to accept the offer, assuring him
that the University's interests, inc¢luding the selection of
research topics and the learning experience of graduate
students, would not be compromised.

What information about other universities' experiences in
similar situations would you like to know to help you resolve
University A's situation?

For example:

1. Conflict of interest policies.

2. Faculty contracts with industrial sponsors.

3. How similar matters were resolved, including procedures
followed by other universities.

Corporation A and University Y are negotiating a contract
under which the university would receive $10 million over 5
years to conduct basic research in the area of X. The
Corporation will be entitled to an exclusive license to
develop patents owned by the university for products or
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processes developed under the project, but it has asked for
very restrictive access and publication measures to be
imposed by the university in order to proetect possible
proprietary rights. As part of those restrictive measures,
no faculty member or graduate student involved in research
on the project may publish the results of the research
without first submitting the proposed publication to the
Company for review. The Company is requesting 120 days to
determine whether the publication would reveal any patent-—
able product or process, and a subsequent 120 days to file a
patent application. The University has no stated policy
concerning delay of publication; however, it has never
agreed to delay publication for more than 90 days in the
past.

What information about other universities' experiences in
similar situations would you like to know to help you resoclve
University ¥'s situation?

For example:

1. Contracts with delay provisions.

2. Restrictive measures requested by companies.

3. How similar matters were resclved, and whether their
resolution treated faculty members differently than
graduate students.

We know we are asking your institution to undertake a
significant task in responding te this request. We are convinced
that it will be in the university community's best interest to
share this information. It is important to demonstrate to those
who are concerned about university interaction with industry that
universities are addressing the legal and ethical problems of
entering into business relationships to perform research. We
hope your institution can assist in this effort.

All responses should be received at AAU by June 1, 1984.
Please direct any ingquiries and responses to:

April Lewis Burke, Esq.

Director of the Clearinghouse on
University—-Industry Relations

Association of American Universities

One Dupont Circle, N.W., Suite 730

Washington, D.C. 20036

202-466-5030

Please let us know the name, address, and phone number of

any member of the university's staff who will be assisting with this
request..

Thank you.
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BERKELEY * DAVIS « IRVINE » LOS l\NCELES * RIVERSIDE » SAN DIEGO * SAN FRANCISCO SANTA BARBABA * SANTA CRUZ

Qffice of the President
BERKELEY, CALIFORNIA 94720

January 4, 1983

Dear Colleague:

The Association of American Universities, other higher education
associations, the government, including Congress, and other
institutions have been reviewing the issues arising from univer-
sity-industyy cooperation. Most recently an AAU committee
chaired by Bob Rosenzweig, which was established to respond to
legislative interest in ethical considerations arising from such
relationships, concluded that decisions about these issues are
best made at the level of the individual institution. The
committee's report also points out that many universities are
engaged in serious study of these relationships.

I am pleased to send you under separate cover these documents

prepared over the past two years by the University of California
concerning this matter: 1) Report of the University-Industry J
Relations Project; 2) Report of the Committee on Rights to

Intellectual Property; and 3) Interim Guidelines on University-

Industry Relations.

The Guidelines were developed in response to issues raised in
the other two reports and constitute current University policy.
The guidelines will be reassessed at the end of this jear.

If you have any questions about these reports, may I suggest you
get in touch with Belle Cole, Director of Legislation and Public
Policy here in Systemwide Administration. She can be reached by
phone at (415) 642-4301,

Sincerely,

Nd O

David 8. Saxon
President

cc: Executive Assistant David Wilson
Director Belle Cole

s

bce:  Robert Rosenzweilg, President, AAI‘/EI‘Tote: This letter was sent to eac’
nemter of the AAU. 7The enclcosures were
sent separately on January 17, 1af3)
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UNIVERSITY OF CALIFORNIA SYSTEMWIDE ADMINISTRATION

BERKELEY * DAVIS * IRVINE ¢ LOS ANGELES * RIVEASIDE * SAN DIEGO » SAN FRANCISCO SANTA BARBARA * SANTA CRUZ

Office of Academic Affairs
BERKELEY, CALIFORNIA 94720

November 29, 1982

GORE Group
Dear Friends:

Attached are copies of three reports prepared by the University of California
concerning university-industry relations. The Report of the
University-Industry Relations Project you saw in draft. The Interim
Guidelines on University-Tndustry ReTations has been issued recently as
policy.

I hope these will be useful to you.
Sincerely,

Joelle 7t

Belle Cole
Attachments '

cc: Executive Assistant Wilson

IONAANOISTIVOD TYNIAINI
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OFFICE OF THE CHANCELLOR
[LOS ANGELES, CALIFORNIA 90024

March 7, 1984

April Lewis Burke, Esgq.

Director of the Clearinghouse on
University-Industry Relations

Association of American Universities

One Dupont Circle, N.W., Suite 730

Washington, D.C. 20036

Dear April:

This material responds to AAU's request for information dated January
10, 1984, We are pleased to provide AAU with information on UCLA's policies
and practices with industry. In an effort to expedite Clearinghouse analysis
of cur response, we have sctreened policy documents and other materials to
provide excerpts relevant to the initial two areas under study. However, if
anvy of the documents referenced are desired in their entirety, we will gladly
provide them.

The enclosed materials constitute the majority of our written policy
information in each area. Since these enclosures do not specifically discuss
practices or experiences illustrated by the hypothetical situations
described, some additional information related to the two areas under study
may be useful,

Conflict of Interest

In May of 1982, new policies were implemented by the University in
compliance with regulations of the California Fair Political Practices
Commission. The full nature of the policy and its implementation .should be
evident from material enclosed. : :

. An Independent Substantive Review Committee ("ISRC") formed in
accordance with FPPC regulations has functioned for nearly two years to
review the propriety of the University's acceptance of grants, centracts, or
gifts, from non-governmental entities in which the principal investigator has
a financial interest. We have had a few situations similar to the
hypothetical situation described and information on the resolution of two of
them may be helpful to other Universities.



April Lewis Burke 2 March 5, 1984

Over the past two yvears, approximately 3% of disclosures of financial
interests were "'positive" and were therefore reviewed by the ISRC. Only in
one cage, did the ISRC recommend that an ongoing project be ended because the
agreement and the conduct of the work was inconsistent with the University's
policies dealing with conflict of interest. The letters enclosed dated March
4, 1983 and March 31, 1983 convey in detail, the reasons for the Committee's
recommendations and the final determination in the matter. The
correspondence has, however, been modified to eliminate identification of the
faculty member and the company.

T will summarize a second situation which may also be of interest. A
faculty member had disclosed a consulting agreement with the company under
which he was to receive a consulting fee of $10,000 per year, $12,000 per
year for any renewal periods, and under which he had also received an option
to acquire 5,000 shares of company stock at a specified price per share. A
research agreement was proposed between the company and the University for
support of a project in the faculty member's University laboratory.

In this case, the ISRC found that the research agreement did not pose a
conflict of interest and that the faculty member's acceptance of a consulting
fee algo did not constitute a conflict of interest. The fee was determined
to be consideration for services provided by the faculty member and such
service was distinct from the work proposed under the research agreement.

The ISRC further found that the stock option did not comstitute a conflict of
interest, but was consideration for the consulting services provided by the
faculty and therefore no different in principle from a cash payment. The
ISRC found no evidence that the faculty's financial interest in the company
would cause him to use University resources to further his own financial
interests rather than to engage in impartial research for expanding
scientific knowledge.

In the course of ISRC review of this case, however, the consulting
agreement between the company and the faculty member was examined and found
to contain some provisions which were contrary to University policy
(particularly in regard to intellectual property) and were also in conflict
with the research agreement. Accordingly, the University requested, and the
company and the faculty-member agreed, to revise their agreement to bring it
into conformance with University policy and to make it consistent with the
research agreement. University officers participated in redrafting a new

consulting agreement to assure consistency with University policy.

_ One last matter should be noted regarding requested information in this
- area. Our policies do not require University review, approval, or retention’
~of individual faculty contracts for consulting with outside entities. The
" one situation described above was atypical. Accordingly, no individual

consulting agreements with industry are provided.

Publication Delay

In our experience, the freedom to publish has never been an issue which,
by itself, has prevented any agreement with industry, Most firms we have
worked with can, and do, accept the basic tenet of openness and the right of
publication by the University.




CALIFORNIA INSTITUTE OF TECHNOLOGY

OFFICE OF THE PRESIDENT

May 23, 1984

April Lewis Burke, Esq.

Director of the Clearinghouse on
University-industry Relations

Association of American Universities

One Dupont Circle, N.W., Suite 730

Washington, DC 20036

Dear Ms. Burke:

Dr. Rosenzweig's letter of March 20, 1984, enclosed the first
request from the AAU Clearinghouse on University-Industry Relations
for information regarding our policies and practices in certain areas.
The two areas covered in that first request were (a) conflict of interest
and (b) delay of publication.

We are delighted to be able to respond to Dr. Rosenzweig’s
request and to assist in this study of university-industry relationships. it
involves a set of subjects of great importance to the future of research-
oriented universities in the United States which deserves further study.

Enclosed is a Caltech response to each of the two subjects
discussed in Dr. Rosensweig's letter. f you should desire, or need, a
clarification or any further information, please do not hesitate to
contact Dr. Robbie Vogt (our Vice President and Provost), Dr. Don
Fowler (our General Counsel), or me. We all participated in the
preparation of this response.

-Sincerely,

- e A

_.,.} o ' . o - -
/./(Cc,, o, e X 'ué‘f:ff":‘r ’i‘)""—
Marvin L. Goldberger '

cc: D. N. Fuilerton
D. R. Fowier
R. E. Vogt

PASADENA, CALIFORNIA 91125 TELEPHCNE 3181356-6301
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CALIFORNIA INSTITUTE May 23 1984
OF TECHNOLOGY

CONFLICT OF INTEREST

Policy and Practices

Caltech's policy on Faculty conflict of interest
was extensively revised and restated in March 1983. The
revised policy reflects the rather considerable amount of
discussion and reevaluation of this subject which had taken
place at Caltech during the two year period following the
1980-81 academic year, at which time this issue first began
to receive prominent national attention, particularly among
the academic community. A copy of the restated Caltech
policy, now entitled "Conflict of Interest and Conflict of
Commitment” so as to reflect that a conflict.of commitment
or dedication can be as much of a problem as a financial

conflict of interest, is enclosed. The 1983 policy is being

‘applied as written by the Caltech Administration and, in

general, the policy appears to have the continuing support

of the Faculty.

A key to the Caltech policy is that the primary

responsibility for seeing that outside consulting or business

activities do not result in conflicts of interest or commitment
remains with the Faculty member involved. Across-the-board
reporting is not required for all outside consulting or

business activity, as is the case at some other institutions.



Nevertheless, the Faculty member is obligated to

make a full disclosure at any time upon request Dby the
cognizant Division Chairman, the Provost, or the President.
Furthermore, no agreements for research support or licenses
granting exclusive rights to Caltech patents, <opyrights or
"know-how" may be entered into with ocutside organizations in
which a Faculty member has an equity interest or with which
the Faculty member has a continuing consulting arrangement,
if the proposed arrangement would be detrimental to Caltech's
interests or pose a real or apparent conflict of interest.
The Provost is charged with the responsibility of determining
whether such érrangements would involve a conflict of interest.
In making these determinations, the Provest does consult with
an appropriate advisory group of Faculty members to ensure

uniformity and continuity of policy.

In applying the 1983 policy, no arrangements or
licenses have been approved to date by the Provost where the
Faculty member has an egquity interest in or a continuing
consulting agréement with, the outside organization and where
.that organization would recgive an exclusive right (or option
for such right)’to Caltech patents, copyrights or "know-how."
On occasion, where the Faculty member has such a relationship—
with the outside organization, an arrangement or license

involving nonexclusive vrights has been approved, with the

appropriate safeguards.
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In general, conflict of interest and conflict of
commitment are regarded as matters to be resolved between
caltech and the Faculty member prior to completion of the
Caltech arrangement with the outside organization. Therefore,
contractual language with the other organization is usually
not needed nor appropriate. However, Caltech 1s prepared to
include, and has included, a provision in agreements with
outside organizations where special c¢oncerns are present.
Such a provision would read as follows (modified as necessary

to fit the specific facts of the case):

CALTECH PERSONNEL

As part consideration for this exclusive licensing
agreement covenants and agrees that neither it nor
any related corporation or organization will, during the term
of this agreement, directly or indirectly employ or retain in
any capacity any CALTECH faculty member, student, officer, or
employee without;the written consent of CALTECH,
further covenant;V and agrees that, while is a
privately-held corporation, it will not knowingly permit any
such person, or any members.of his or her immediate family,
to own any.stock or interest in or in aﬁy felété@
corporation or organization. If and when becomes a
publicly-held corporation or; becomes a part of a publicly-
held corporation, then __~~ covenants and agreés that it

will not knowingly permit any such person, or any members of

his or her immediate family, to own any stock or interest in



or in any related corporation or organization, unless
such stock 1is purchased in the dpen market at not less than
the then existing market prices. In the latter event,
agrees that it will promptly notify CALTECH of any such

purchases that come to the actual attention of s

officers or directors.



Ch.7.p I1 FACULTY HANDBOQOK

CONFLICT OF INTEREST AND
CONFLICT OF COMMITMENT

The acceptance of a tull-time appointment to the Faculty of the [astutute involves a
commument which 15 full-time 1n the most inclusive sense. with the appointee
expected to accord the Institute hus or her protessionallovalty and to arrange outside
obligations, financialinterests, and acuvities so 45 nottoconthet orintertece withthis
primary, overnding commitment to the {nsutute,

Conttict of interest can anse parnicularlv i situations where Faculty members are
consultants for, or have an interesc in the ownership of, business ventures thar are
more or less directly related to their tields of rescarch st the institute. (o such situg-

‘uons. there 1s the danger that academic prinetpies and educational priorcies mav

become distorted because ot the possibilicy tor economic gan by the Faculty
member. bv the Division 1n which the research is done, orindeed che [nsutute wseit
Furthermore, it proprietary intormation s introduced tnto research activities on the
campus. 1s protection will surely foster secrecy or funder open discussion about
research among colleagues within che Insticute and st ocher academuc insnitunions, as
well as with personnel at institutions or agencies that coneribute substantal support
to the [nsutute. Whenever orgamizations having Faculty members as consulrants.
substanual shareholders, or part owners wish to make arrangements with the insu.
tute tor supportot research. patent hcensinz and related mateers. both realand appar.
cnteonthicts vt interest with respect to the obligations or the Fuculty member o the
Insuitute and ot the [nsutuee s educational goals must be avorded.

Responsibiliey tor establishing thar acuvities 1n businiess ventures do not contlict
with [nstitute commitments rests tirst with the Fuculty member. Further. on request
trom cogruzant Division Chairmen, the Provose. or the Presudent, the Faculty member
shall make a tull diselosure of ull such ventures including the names vt companies,
the nature ot agreements, the responsibilices sssumed bv che Faculey member. and
the ume involved. [tis the poliey of the Tnstitute  see also Chapter 7 Consultung Ac-
uvines! that acceprance of a tull-uime Tostture appontment preciudes o Faculty
members ds>uming a positon vt line responsibiliey 10 outside organmizations for pay
or protu.

{rrespective uf what agreements have been maede in the past. ot s the fasutute 3
policy that no agreements tor research support. or tor the granting of exclusive nghes
1o the use of [nstitute patents. copvrights or “know-how” will be made with any
company or institution where a current Faculty member consults yor 15 toslly or
partiallv owned bvthe Fucultv membert if the proposed arrangements would be deern-
mental to the [nseitute’s interest or pose 4 teal or an apparent. conrlict of interest
with respe: + to the obligations ot the Faculty member o the Instigure.

e 13 not ; 2actigal to wrte speeine rules covening all possible situations that mughe
consutute potenual or real conrhcts vrnterest, The Crovost s charged wuth the
responsibiliev of determining whethier proposcd sztevments tor support of research
ot for the hcensing of patents, applicable copvrights soo Chaprer 7 Tatene Policvand
Rovalties and Copvnghts' ur "know-how would involve conrlice of interest

Addendum w3
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Facuity members should notify the Provost of their participation (as consultants,
shareholders, owners, and 50 on} in business ventures in which the [nsticute might
become involved in any way, including preferential transter of research resuits
obrained at the Institute 1n advance of publication. [t is especially importantthacsuch
notification be given betore any commitment 15 made that could bind the [nsutute;
either echically or legally.

The Provost will consult with an appropriate advisory commuttee of Faculty
members to ensure uniformiry and contnuity ot policy in making decisions wich
respect to contlicts of interest and contlicts of commitment. A Faculty member
wishing to appeal a decision of the Provost has recourse to the grievance procedure
described in the Faculty Bylaws.

With respect to obligations assumed under grants and contracts awarded bv
governmental agencies, the institute subscribes in principie to che 1965 statementon
conflict of nterest 1ssued joindy by the Amernican Association ot University
Professors and the Amencan Council on Education.

Addendum 4 s




Examples of Conflicts of Interest and Publication Rights Probiems

in Sponsored Research at The Pennsyivania State University

A Report Prepared for the AAU Advisory Committee to Clearinghouse

for Information on University-Industry Relations

R. G. Cunningham

February 10, 1984

Introduction

As a research university, Penn State ranks about 20th in terms of
dollar volume of sponsored research. Policies and procedures in research
are well established and published in booklet form, see Attachment I.
This'pub1ication will be updated in regard to conflicts of interest
situations within the next year. This need stems from our industry-
university cooperative research which has ihcreased from 8% to a
current 1éve1 of 15% of total research. ‘Negotiations of industrial
research agreements require more time--and legal services--in comparison
with federal agency granfs or contracts. I attribute this to the applied.
nature of most industry sponsored research; the closer the subject to the
marketp]aée, the stickier the negotiations become. Patents, publication

rights, conflict of interest (COI) situations, lead the 1ist of problems.

remplbmd e




In 1981, we restated our patent policy to emphasize our flexibility
in dealing with industrial sponsors. As stated in Attachment Ia, it is
University policy to take ownership of patents. But three exceptions to
University ownership are listed for use when justified. These are
negotiated on a case-by-case basis. The three exceptions (right-of-~first-
refusal, shared royalty, and assignment of patent rights to the sponsor
in exchange for a premium overhead) have successfully accommodated

virtually all industrial research agreements during the past three years.

As indicated by pages 24-25 of Attachment I, our policy on private
consulting is liberal., Faculty are expected to inform their dean of the
general nature and extent of their consulting activity. Details are not
required. This policy may be revised in the near future. Among the
changes which may be made would be a 1imit on private consulting stated
in days per semester or days per year or per academic year. Reporting of
consulting income--and possibly the reporting of all income from outside

sources in excess of, say, $1,000 per year--may be considered.

The following cases are from our files in the Office of Sponsored
Programs. Problems Shd the resolutions are described, albeit, briefly.
More details can be provided. It is important to note that the contract-

Ianguage excerpts represent the final--accepted--Tanguage. The original
clauses propdsed.by the sponsor--which are not included here--were éffen.
“'totally unacceptable. For example, sponsor claims to all patent
ownership rights, or, the requiring of sponsor permission to publish any

results of thé work.



Conflicts of Interest (COI} Situations

C0I Case 1

Professor A agreed to enter into a consulting agreement with the Z
Company, a west coast producer of medical diagnostic equipment.
Attachment Ila is a copy of Company Z's consuiting agreement, It came to
our attention because the Company formally asked the University to
“sign-off" on the consulting agreement to provide assurance that the
faculty member's consulting duties were approved and would not be in
conflict with his responsibilities to the University. Our arguments to
the effect that consulting was an agreement between the Company and the
faculty member--and not a contractual agreement involving the
University--were to no avail. Rather than destroy the consulting
opportunity for the faculty member, the University agreed to sign a
statement that the faculty member was carrying out this private
consulting with the knowledge and approval of the University.

Attachment IIb is a memo from our University Patent Counsel who reviewed
the consulting agreement and advised the faculty member to seek changes
in certain paragraphs. (The agreement proposed by Company Z could have
had the effect of 1imiting the faculty member's research in subsequent
‘ years.,) If many companies hiring faculty consultants propose similar
festrictive clauses--normally unknown to the university--then one :
'suspects that private consulting agreements may comprise a significant

source of conflicts of interest.



COI Case 2

Professor B received research support from a for-profit company in
a foreign country over a period of several years. Eventually this led to
his receiving payments for private consulting duties, in parallel with
his research work at the University. (He was unaware that this was a
violation of University policy.) Subsequently, the company agreed to
provide additional support for a postdoctoral researcher in Professor B's
laboratory. The sponsor also wanted to continue Professor B's retainer
for private consuiting in his area of expertise. Attachment IIla precvides
further details., Attachment IIIb is Professor B's statement that the
technical areas involved in his private consu]ting and the emp]oyment of
the postdoctorai fellow on the research project in his (Professor B's)
laboratory are in related, but different, fields. Attachment IIIc is the
statement from the dean of Professor B's college confirming that the subject
areas are sufficiently different to warrant approval of simultaneous research
sponsorship, and private consulting. Based on IIIb and ¢, I approved the

request., {See Discussion 5, below.)

COI Case 3

. Professors C and D conducted sponsored research (biomedical) for a .
pumber of years, much of the work being sponsored by NIH. Several |
inventions and patents resulted, but licensing efforts were unsuccéssfﬁi.
Eventually one invention (University supporf--no NIH money) was turned
down by Research Corporation. Under University policy it was released to

the inventors at their request and they proceeded to obtain a patent at




their own expense. Company X decided to enter this field of medical
technology. They were interested in (a) a Ticense to the inventors'
patent, (b) supporting research in the same field at the University,

(c) obtaining rights to future research-related inventions, and

(d) retaining the faculty members on a private consulting basis. As

in Case 1, the Company wanted a sign-off by the University to the effect
that the faculty members were functioning within University policy in
undertaking the consulting'work. The University eventually agreed to
this unusual situation, motivated by desires to effect technology
transfer and to secure research support for the faculty members involved.
As in Case 2 above, the Vice President for Research and Graduate Studies
obtained statements from the faculty members and from their academic
administrators to the effect that their private consulting and the
research work were adequately different to warrant an exception to

University policy.
C0I Case 4

On two occasions in recent years faculty inventors have violated
University policy by hiring patent attorneys to apply for patents on

invention of theirs which stemmed from University research. In both

- cases after protracted discussions, The inventors recognized their

~ obligation to assign inventions to the University. With Research
Corporation's help the ‘damage was undone. (Research Corporation'in |
assuming the cases reimbursed the inventors for their out-of-pocket

patenting expenses.)




COI Case 5

In contrast to Case 4 above, a different--and frequent--problem is
faculty indifference to inventions and the patenting process.
Professor G {biochemist) was approached by a government-owned laboratory
abroad, to continue his research for them. Before the University entered
the negotiations, Professor G had advised the foreign government contract
representatives that they would be given all rights to inventions, a
condition which they subsequently insisted upon in negotiations,
Professor G supported the give-away of patent rights to the sponsor. He
felt that patents were of little or no importance in comparison with
securing the research funding--a frequently encountered situation. In a
sense, a conflict exists between faculty indifference to patents, and the
University's obligation to follow pubiished poiicy. (See Discussion 4,

below.)
C0I Case 6

The University actively encourages faculty interested in starting up
spin-off companies to exploit technology or inventions stemming from

University research.

Two_facu]ty mémbers recently started their own company, bought land
and construtted a building. The new company will perform reéearch
services in the pharmaceutical field. Some of the work requires access
to University facilities. A research agreement was executed with the new

company at the request of the firm's VP (who is sti1l a faculty member).




Conflicts of interest are clearly a potential problem. The principal
investigator for the research in University laboratories is also an
officer of the new company. He participated in both ends of the
negotiation. The situation was further complicated by the éponsor
company's request for the premium overhead exception to patent policy,
i.e., payment of a 20% premium in return for which the University grants
patent rights to the Company (with the approval of the faculty members
invoived which was, of course, forthcoming). The Vice President for
Research approved the research contract. Justifications were {(a) to
encourage start-up companies and the creation of jobs and {(b) to secure

research support for faculty and graduate students.

Policy to safeguard faculty and the University must be developed.



Publications Clauses in Research Contracts

Publications Case 1

Attachment IV is an excerpt from a recently negotiated agreement.
The technology under development will be close to the marketing stage;
consequently inventions and patents are viewed as important.  The faculty
investigators and college administrators had no objection to being
required to send pubiications to the sponsor for review at least sixty
days prior to submission for publication. If patentable subject matter
is found in the publication, the University then agrees to withhold
publication for nine months to permit filing a U.S. patent app1ication.
Alternatively, the authors could delete the patentable subject matter and

proceed without delay.

Publications Case 2

In this instance, the sponsoring company had a prior patent and/or
trade secrets position in the field of the research agreement. Patents
are expected to be important. The negotiation encountered a problem with
publications. We resolved the issue as indicated in Attachment V. The
sponsor was willing to recognize that the University had the_right to
‘publish results of the investigation in scientific journals, textbooks,
or theses. But the sponsor stipulated that the subject matter of such
pubiications

"shall not contain information about the process,

methods or materials of Sponsor or other information



considered by sponsor to be proprietary to the Sponsor,
but shall be confined to statements of new discoveries
and interpretations of scientific fact. The Sponsor
shall be provided with an advance copy ... to prevent
premature disclosure of an invention and/or information

considered proprietary by the Sponsor.”

Consultation with the inventors and their academic administrators
established that publication delay would only occur if the author used
proprietary information, e.g., trade secrets. Since this would not
occur, there was no objection to giving the sponsor the right to review
papers prior to pubiication. As indicated on page 2 of Attachment V, the
sponsor is required to notify the University in writing within thirty
days of receipt of thé advance copy of the publication. In the absence
of a written response from the sponsor within thirty days, the University
is free to proceed with publication. Additional statements cover the

patent statutory-bar situation,

These two cases cover the most frequently encountered problems
regarding publications, namely, delays or reviews {a) for patent purposes
and (b) providing the sponsor an opportunity to protect against
disclosure of proprietary information. The negotiation results above

" are typical.




Discussion of Research Negotiations

The following observations may be helpful in understanding the

major and minor sources of problems--which often involve conflicts of

interest and publication issues--in negotiating industrial contracts.

1.

While publication clauses are always present, they are
rarely a sticking point in compieting an agreemént with
a sponsor company. Publication delays are, of course,
approved for patent purposes. Furthermore, the
University will agree to a sponsor's prior review of
publications, if the work involves information
proprietary to the sponsor. Contract-language in these
cases requires the sponsor to label information they
view as proprietary so that faculty and graduate
students understand the situation. Also, "best effort"
to protect language is used. [The University in
comparison with industrial concerns cannot guarantee.
protéction of proprietary information and trade

secrets. ]

Some faculty take an interest in inventions and patent
Taw. But man} faculty researchers regard pétent policy
and procedure as a nuisance and are less cooperative
than they should be. The statutory bars which arise are

symptomatic. Publications--the coin of the reaim--are
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far more important to faculty than invention disclosures

and the possibility of patents.

In the Office of Sponsored Programs, a large amount of
staff and legal counsel time is consumed in negotiating
contracts with sponsor representatives who are unfamiliar
with research in academia. The typical problem: an
attorney who has never before dealt with a university and
who approaches the negotiation on a company-to-company
hard-line traditional basis. Research agreements with
pharmaceutical companies have led the list in
stubbornness or rapaciousness in their negotiating
stances. We rarely, if ever, fail to complete a
negotiation, but the consumption of time and effort in

reviewing endless drafts and redrafts has been costly.

The attitude of the faculty principal investigator (Pi)
is all important in negotiating industry-university
research agreements. When the faculty members' attitude
is one of cooperation, conflicts of interest situations
either do not arise or they can be easily handled. At
the other extreme, lack of cooperation and/or a
single-minded drive on the parf of the facu!ty member

to obtain the research money can seriously impair

negotiations.

i1
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With reference to COI Cases 1, 2, and 3 above, we are
not comfortable with our policy controlling private
consulting by facuity which is coincident with his or
her research at PSU sponsored by the same company.
Exceptions are approved, based on evidence that the
fields invoived in the consulting and the research are
"sufficiently different." We hope to develop cliearer

policy and procedure in this area.
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