
M.f.\Y 31- 1978

,/

,
~..

,!,'v0B
.£'l@

, '-_....;.

fiCA,___.._

-

":,;

May 22,,1978··

--

"-,
\

•...:.:

TheH~~o~able Se':'ator Gayiord Nelson
Chairman, Select Committee on Small B~siness
Room 424 R~ssell Building
Washington, 'D.C.'. 20510

Dear ,Senator Nelson:
I ,. ' •.

As, patent manager for Oregon State. University I wish to
submit this letter for your consideration in connection with the Hay 22 .
and 23 hearings of the Select Committee on Small Business regarding
patent policy of the executive department on research grants and con
tracts. I should state at the outset that. although I have had 23 years
of administrative experience at universities, I have only been involved
in the Oregon State University technology transfer program the past five'
yeara. Further, my experience ,has dealt with domestically significant .
inventions rather than those of primary int,erest to the military~

, .
. . "', '. '\" .

I understand you have requested that the Office of Management
and Budget delay implementatton of federal procurement reguiations that
would permit universities to retain possession a~d control:of'their '
discoveries that are financed in part or wholly by federal funds and'_ '
hence be encouraged to license these discoveries to private industry.:
Upon querY 'of Senator Packwoo4's office, I understand your concerns
about the proposed changes lie in a) the possibility of increasing,:, '.

.' . economic concentration among a few industries, b) the withholding of 'new '
:'knowledge from society and c) the establishment of an'excessive giv~- '

away government activity. . "\"
. .'. ,

'We are supportive of the proposed changes in federal procure
ment regulations •. In. apposition to your stated"concerns, we would place
those concerns of the many people who oVer many years developed the "\"
proposed changes. in the federal regulation~. From my own experiences'; .. \ ..
~~11:~~~ comments and Wt"1~ing~ of others1, these might be stat~d as i;'\\
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a), the patent system'makes important essential con
, tributions to our economic well-being, and most

_ inventions arise froni research and development .
~. activities which 'the American peopl~ have gradually:

chosen to support largely through tax-supported
federal programs (federal share 55%; industry share

, , 42%, other 3%), .
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present restrictions in extended rights policy
in federal grants and. contracts present ..unbearable ..
risks in, the. costly development and marketing of

_many new technologies so that both regional and
'national companies avoid the,majority of promising
new'tech~ologiesbecauseof insufficient prospec
tive re,turns and

b)

: ~).,

-<... ~.

piesE!nt policies restrict the flow of new technologies'
into commerce from succ~ssfu1 university technology'
transfer programs that cooperatively develop new '
technologies with newly formed small businesses ," "
small regional companies as well as large corporations •

A few examples will he cited' as evidence that even our sniall
Oregon State University technology transfer program has been' effective.
We have recently negotiated three license agreements with small Oregon
companies (one a new local microbiological laboratory) involving 1) "a '
special digital readout device for use in teaching, 2) a new ornamental
pear variety and 3) a totally -new biological material for t,he control of
Crown Gall disease of nursery plants.' The Crown Gall disease caused·...:,
over $1 million in losses to Oregon nurseries in 1968-1969 so'the impor~,

tance of this new technology'to the state and region is self~evident. ',~

All of these new technologi~s arose from state-supported, research so l7e \:'
were able to provide exclusive licenses for periods of time appropriate ~,~
to the development needs of each technology. " ' . \. :
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, We have had one important ,new technology that was 'killed by
federal bureaucratic apathy in patent counsel staffs of two. departments'
,(U·.S. Department of Commerce and the U.S. Department of the Interior)
that had participated in support of the research over several years in
cooperation with the State of Oregon. Even though the combined federal'
support o~ the research was less than that contributed by the State of
Oregon, the federalpolicies were invoked and 'the new technology was not
developed and marketed. The new teChnology was an attenuated strain of '
the Infectious Hematopoietic Necrosis Virus (IHVN) that causes devasta
ting losses to hatchery fingerlings of salm~nid fishes. As you know,
salmon growing in hatcheries for release into Pacific Northwest streams
and for use in aquaculture is big business. Vaccination of young fish-.
in the hatchery can be readily· accomplished before release. As in the
case of poliomyelitis in humans, e killed virus vaccine (Sal~ type of .
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As a clli~ulative result of these experiences we are strongly
supportive of the proposed changes in federal procurement regulations
that would ease the transfer of new technologies from federally sup
ported research. In our program we can find no evid~nceto support your
concerns that 'the proposed changes would restrict flow of information,to
the public or provide e "give-away" to'large corporations. In our
experience; the exact opposite is true; 'namely, that present policies
significantly restrict technology flow'to small as well as large'com
panies of primarily state or regional significance'as well aS,large
corpo~ations with international activities. Because of the, magnitude
and diversity of government research support'present policies have a
dampening effect on operation of the patent system in,the U.S. 'which 'has

'long been recognized by' some of our wisest of menl as important to the '
strength of the American economy•

•...
Yours sincerely,
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J. Ralph Shay,
Assistant Dean of Research
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