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Dear Dr. Ancker~Johnson:

This is in response to your invitation to all Cc~ittee mc~bers for
additional aSBncy cc~~~nt$ on the Committee's January 6, 1976
prelil?iinary indication to pursue option 2(b) p,:::rmitting Government
contractors to retain an exclusive license in inventions they
generate in performance of Government-funded research and develop­
ment contracts.

:1Y revie.1 indicates that the differences b2t~~en the title and
exc1usi 'Ie 1icense ooti ons appear to be more sed ous \1i th in HEYI
than cOtlld be highlighted and discussed in the limited tirre available
at the January 6 ~;eeting. This is especiaily true where the contractor
\'lill not himself deliver the invention to the marketplace but n1iJst
license a third party to attract the risk capital necessary to ~cco~

plish'such delivery. While such licensing by an industrial contractor
pay be infrequent. it is a prin:al'Y and rapidly-growing mechanism in
bringin!; university D.nd non-profit instH.u tior. inventions to the
marketplace.

Historically, univers'lty and other non-profit research institutions
generally utilize the services of either (1) an in-hQUsE' but separately­
incorporated patent Inanagement organization, suc~ as the Wisconsin
Alumni Research Foundation, or (2) a natiom-Jide nOll-profit patent
managem,,-,nt ol'ganization, such as Research Corporat'ion, when involved
ifl patent licensing for thE' purpose or technology transfer.

Traditionally these patent manacJernent organizations have rE'(jui red
assignment of title from the university and non-prOfit organizations
tl,eyserve. I am Ildvised Ulat assignment of title is considered
essential in Order to negate any appeaNnce that the p<ltent w,af1age­
went organization is tict1119 as an agent rather than the miner of the
invention•. An agency !'e1<tticl1s:iip \'lith the patent titleholdel' raises
the quos tion of \'Ihet:18r tne non-profit patent man;,;gemrmt organi zati Oil
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1~ is licensQd to practice lu~. 2) csn maintain its taT. exempt statU$
since there is an appearance of selling a service to the public which
is unrelated to its charit&ble purpose. and 3) cao succ~ssfullydeal
\1ith potential licensees \'iho attempt to negotiate directly \'lith the
principal in order t;) obtain better terms. ~ihi1e 1) and 2) may pose
no problems to industrial contractors, 3) may impact equally on
il)ullstrial contractors seeking to license their rights. Whether one
deems these problems insoluble or not, the assignmo;nt of ti.tle is a
require;;;ent of existing non-profit patent r.an<Jgement organization,
and attempts to change the established procedure will, no doubt,
meet with resistance.

In light of the above, we consider the 2(b) option to,be anunaccept­
able cours~ when applied to universities and non-profit organizations.
Although applying the 2(b) option to industrial contractors who the:r,.-·
selves ~1i1l be deHvering to the marketplace may have lasso',· com;>li­
cations, .\ie perceive other problems in that area, \~hich should be
conSidered priOI" to pur'suing the 2(t» option further. .

In this regard, some understanding of what Iolill transpire at the lice
an cxclus'ivelicense terminat:'!s must be reached. If it is intended
to return managerc.ent of a substantial number of inventions to the
Government after an exclusive license ends, ,1e env'jsion substantial
administrative difficulties in bringing the departments (lud agencies
Of th(, Executive up-to-date on the exelusive 1'Icensee I s experif,nce
in the Inarkctpl ace before the Governm,mt could grant additional
licenses. Further, ,18 believe that !l policy requiring the Government
to assume the tesimnsibiiity of granting nonexclus-ive licensrts after
the exclusive license Gnds will act as an additional disincentive to
the inVOlvement of university and non-profit organizations in techno­
'logy transfer. Tll'is l'esult is but the natural consequence of dimin­
ishing prospects for income from nonexclusive licensing.

In conclusion, WI must advise that, in our opinion, the 2(b) option
-Is rWI'e than cosmatically different from Ute 2(a) option, especially
as it applies to the university God non-profit,resear<;h sector.
This option should not be pursued further without a fuller exami-
nation of its ramifications. It is suggested that the protection af­
forded by the Governmant through the use of option 2(b) could as easily be
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obtained by permitting contractors to retain titl€ subject to wen
defined march-in rights. Such a policy would come closest to
creating the optimum conditions for contractor participation in
Government research and development and ultimate utilization of
its results I'lithout the administrative costs highlighted above .
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