
Nay 21, 1%8

"Mr. Raymond J. Wo~Jrow

AssociJirce TreasuX'(-n: and Director·
17.e"search and Project 'ldministratlon
Princeton UniverGity
Princeton,New Jersey 03540

Dear Ray~

We appreciate very much your sending us the reCGnt correspondence
b~_~twe:cn Hr. Charles B. DrOt'ln of the Department of Health,
t'..; ... 1 .......... ·!·.t ..... ~-.. _Y',A T'-7~' .r.~~"'''O ~.,.......1 "l"l Ct~, oF ~r"C:.1 ~)~-.; 1"1 ....... -l.rr. +'hn ""''';''Ilnl"'!.~_r-;.A
J_;"V,I~..I.,":Q.~ ..1<.".,"-.J. ..., (?.\~_.~~ I ">',' ~~_.'~ .:.~.:.. v o;;.-."-,l.~ :t ~.......... .... ~~........... .,. ....~ .......... ...-........... L ... •........... i:' ....... ...., ...........

I'nst:.:tt-;utional Patent Agreement. We also clre pleased that you
asked for our co~mcnts.

lIe note that !-1r. \'1al1acc Tre5J)el forvlarded you a copy of h1.s com....
:rnentsonthe agreement as 'well as to us. We will c~£uent oll.both
'yo~t1r·<111(1 his responsos t s9nding copies of t.his letter to hin'. ana
·to Mr~Broun for their information.

,In Htndylnq both rCSDonse.s live are struck In· general, bv the
·favorable "tone Of: YO~lr lett:ers. It seems to us that tIle major
differences of opinion relate prbnarily to possible conflicts

·bet'-"l0Cll .tho DepartxcQnt pateilt po1iS.d..cs and the policies 3.11. effect
at tho vaxlous-lhiivcrsities •. All other stated &ifferencBD apponr
to -invol~J'0 princn:l1y inconsis"cenciGs be"t:.':,.oJ8Gn ,the terminology used
In vq..ri.ous l~ay.:acu~at)hs or be15~c£s that some s~ct1ons arc \!ndu.lv
, , ,.' ,~ ~ ,', -
- • - -. .J.' '.r,. .' 1 l' ; A.'l-,. • ,.. - ~. 1·· tr.es·cr1.c.CJ.vG, par c~cu uT._y t.C1,OS-9 \·L.. l-!3 spoc:u; ~eC1 -c.2nl'3 ~m~ ~S'.

'l'Q p:covidc a somewhat different perspect:ive on the problcr.ri, it
; Iaightbe l-io):tlnflh:tle to examine thealternativcB to the i~.stit.u­

t.icn-D,l ctryreeiiont $ InE::nsonc(~ ther~ nrc tl:.Jo. '"2hese are a) to
aIlo';,}" th(~ Depa:rtIdcnt to retnln paterlt rights and b) to cbt:2.in a
c1qt:~n:lil1atlon of pa:tent right.s o~.Yn0:r.ship on a ccise-hy.....c£tsc-! bD-nis.
Botho£ ther}c: alberna,tivas hnvebeen and are bei11g USGC toda.y.
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:et: i}J ou.r belief tha.t In the light of the. experience the .l)::;pari::­
·rn.-e:h-t··:·hashad',v;si1.1g- thE~se alterl1utlv0S 1 the DCI1art.ment 'dishes BOH
tp. px.ov.:ide 4.third al;terna·tiVCt1hich Hill provide an. cff.:tcie.rlt.,

',' -(:~-:f~octi'\:~- an? _\1o:cki?-ble method foY obtaining- the great.est public
'}.-j8rfttflt· tlifough 1~1dS~imuJn use of the incentives provided by. the
-patent. S':lB'c-em-.

In our vio,:.'; the e:~istcncc of the propoD(~d Institutional agrocr:-ients
will "c:p:t;;at:ly facilit:ate this process-,_ yet at the- sa.me tlrna provid.e
.a<1:C1uatG sZl~eguZ:.rcs ~or the r>:cevention of unreasonableroyaltiDs'
ana repreSS2ve pract~ceso

The pr~posC:l~t~~:ceem0ni.:sho~ld overconG the fol1o",'l~tng v(~ryro21

and- maJor (D... sadva.nt.~i0CS whJ...ch the t.\"lO present alternatives have:

a) In th'8 case of retention of pntent righ~c.s oVB18rship by
the Goverlil-nent.

1. No ~2chanisill exists or is contemplated in GOVerm10nt
agencies for developing a.n adequate licoasing progrCL:\
,,,hieh \7ouJ.d allo,'/ inventions to be brought \videly and
prornp'c1y to t;he market:place.

2 eThe Governm'8-n"t is oblisredto license royalty~·free an~1

'non-exclusively to all comers,with no provision 'for
Bclcctingthebest licensee.

3 .!nordinately long times are rCCJuirecl, to process the
patents and develop licenses.

1. A le:n']thy anel coz1plicated p:~titip!); must DO p:ccpared
o~ every ca58 pr9viding justi~ication for the re­
quost.

2. J?,.,ro~essing of these T?e·c.itionr~ by the DepartT:10nt. is
" . -.... tIt· . . ~ . 1
~nOl."CiJ..na ,C y .).~\e-conStU~J.ng an...i cos'c Y.
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J?or. approximately the past £our Yfmrs ,-10 hav0 been operating under
'~lt-ltex:n.:ltivc'{br, above, and finc1tha t i. t is \10y_~kahle., Tho.overall
t?~rnq",.~~;gt:i1,:C(:H:l,In an.y gIven caBS c.v_nbe and has beGll grea-cly reduced
~"i·."p_rl,;~p~~3.n~j .and procr3ssingthfl;, v~rious. c1ocunlcnt:s required" .con­
cu:crently. He 110H have filed 10 pe'citions for determination undor
Pa=r.agZ'uph fL,2 (b) of the Dcpart:ment. re~ftllations, and have recoived
-3 favorable dcterm:i.natiol1s and no unfavorable ones. \'Je havo -suc-'
ce'£H1fully necoi:..:ta-ted one license on one of the cases and (·n~8 cur-..
rently ·-,..~.all ~dva.nccd in nestot:iating similar licenses in th.ree
additiDna.l,cases ..

I would estimate that our costs in developing ~ndxiling thes~

petitions aV8rages about $1000 to $1500 each.

To br-ing this perspect:ive into direct focus on the p:coposed; e.g-rea ....
mcut in the light of our past four year's Gxperience, we will
COXi.lJ.uent c.ll the nurnbered points:tn your lot-ter as £o11o~vs::

a) We agreG completely ,vith you on your numbered paragraphs:

1. The agreement ",ould benefit the pUblic interest 1 t:he
univers!ty and t'he inVei:l't.or.

3. '-)e agree thZlt the terminology appeari.ng to distinguish
"bet"leen cont~:'actB and grant.s is muddy in .the .proposed .
ag1"eemen-t and should be clarified e.nd. that. t_hG BQJllG

. patent policy f)floulc1 apply to bo-th.

1001 'l'he agree!:\CH1t: provlsionB should be specified" for"'
inclusion in the 1i00]),<:;e.

11. Proof of lack of a0ministrativefacilities for patent­
.ing should not. be X'8quired.

12.. Your st"i.gsrest3.on 021 time limit.s is' reasonable and
l1-ecess·c.:cy.

13. Pt\blicatlon sho\ild not he inhibi-ted, bn'c a rCCjuireliiGnt
tq 'publish is not necessary or dcsirable~

ItC~. H.outino reporting of data on produ,c.!'c.:ion and royalties
paid nr,e consic.ered confidentic:!.l by industrial licensees
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a.na. ".,ill not:. mate-rially aid the GovernmGnt- in de-'cCi:.­
niini!lg \'lhether unrlesirable- prac-ticc3 ej,f;e bc6i.u:rlng ..

15~ We agree \'lith your suggestion 1:ha.1': the l\.s~d~s.t.aD:'c
Secretary. Ina.kettle final author5_tative dec:Lr:;-:ron on
whether the :LnstitlJtional agrecmen'l: should apply
in any.given case. ", .

b) We acp:ee in pEIl:t ..dth your nUlnbered, paragraphs:

2~ ~h0-proposed agreement, although more restrictiye
thEm the original agreements in SOilie respects I repl:e­
sents a cCl"lsidernbly lesD restrlct:.ive a.rrang.er~1ent

than \laS in e££ec:t some five to eight ye£1.rs t:\go, ar:1C1
reflects quite fzdthfully the ter,as being used in
case-by-case determinations currently. In our. experi­
ence, 'we nre finding thGSC torms quite workable.

4. \.;'e feel that: .."here the institntion I s existing patent
pOlley cGnflj.c.ts '·lith HT~\q'-s paten-i:.policy, the HEN
policy' should govern •. ,In "'chis case t.here are t\i10

alternative~l for the professor and the h1St:ii:utlcn:

°a. R(;fuse
in the

to ncccpt tho grant
.c • ~ .,
LJ.:tSC pol-ace.

b. Aeee)?"t the grant or contr.act abid:J.ng hy
HEW patcn"'c pol:tcy :,-n a sep~rat.G mem.oral1cI.urn
or agreement .of un~1cr~tanc11ng~

Princoton is one of a rather sfJu11 mlnm::!:ty of ins'd.-
,,' '. •• , 1 ' "1' '" 'h ' .'(.u"tJ..c:ns 't';D•.1.C.n 1a.ve £n::ron'3 £ec ~ngs aga~ns-c .cu <'3 :tns"c~~

t L' ". ,.. 1" , • \'- lll.1.0nrec.a:tl1J..ng IJtlt:.81YC -rJ.g res 01.-1nOrSJl:Lp.'o'e see no
rc.ason.·whyi::.his t~"hole s1tnatioii. -could not: b8 resolved
easily;, as\-7ehave c101i.O in· gevcral indiv:Lc1ualca'ses I

.'by arranging for Res·sarch Co:q?oi:ation oZ' O·th8Y.' such
n.ol1-·p:;:ofi t oJ:,gard.zat:tcn to provic1cp,-..t_entlng and

'1" . '1] i c' 1" f..~,c-2-nsJ_ng f:.J.:;~rv~ce8 on a_.onvcni..-~ons ~"33U "C.:U1g :1:0r..1
lIEHgrantBand' contio ac1::s und(;~r a contractual
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6.

7.

8.

ar:eangernE:rnt separe.teand distinct from tha-t usod
for ot.her types .of in·;.rentions from that 'il1.stitnt.ion ..
,This- sort of an arro.ngcrnent. obviously needs mnch

,further exploration hovever.

Para(fr(:~ph IV(b) seems to us t.o be l~tostlv xed tanish l .

co.st:iy and perhaps unn·acess~ry1 but. not"'" nc~co3sarily
too stringent er unjust. \10 do not feel that mGr(~
corriplai·nt.s frOJ:.l ino.u;.;-!:rlal concerns "arn uufficicnt
justification to do away with such a.provision.
He \-loulc1 t:h.ink that this pro-v"ision can i).neT shonld he
modo:)~{c·al to !,.,Le i" "CC<>~~"'Dl"'" to all ')a,,,,"'olo'" •.,; -'-11-__ .~"' • .4. <le..J\. ~ C ,. .....l:''''c:. __. c:. s: ~.,\...,.~.,",<J \', __ t;._

au·t much Clifficul'cy,

... t ~ S 01.'''' unGer·· .... "·1·'i,,·, th"'- P'''C'''I'-'- '''''''''o'-t' 0
1 11.<""' 0",.1...... .~_ u.~ i:'.\'.o.l"--~_.._~ •.;l _G.I.- _ .... ~•• J'I.-- .... '-'J:. ,.I• •~~;j ....

inventioni; and the intention to pat:~;nt can be inter­
preted ~to include: a suitable 1:iine for evaluation of
'the in\7ent:lon D,S to natcnt.ability nncl cCl'(rrncrcial

. ..<, -

poterd.:ial.. ;~s l?G. seG It slIHply reportingth.at.
patenting vllll b0 attempted does not corm:d.t ·the
ui·livers:l.ty 1:t"r8voca~ly to that course of action
should later study ShOH t.hat patenting if'; not suit--

. able. The main pnrpo::~e of t.h:b3 pJ:,ovision appears to
be .to ensuxe that elt~her the univc:rr.--;lty or the DI-n::w·
\-1111 seriously considei: this cour"",' of action beforE;
the !'a"l:.ont Office tJ.:nc clock runs otJ.t.

H1111e ,:;'e ~grc:e "lith you that. the form of the license t:o
t.he govornr.lentshould be flc}:lble, Vle (10 not. agtoe that
. 1 0' 0.... .. ..] '1 1 - •·1.ne nc..lng s~caLe anu nun:Lcl.pa ~. gov8:cr.:r~1eli":s S 101.1_<1 J..n-
hil:;>;i.t .licensing gener,ally A ~'ihat: vil1 su:ffe:t"., of' course. i

'will be the universities and the inventor I ilS they
'l'lill collect no l:oyaltI-cs •. We also f£,cl you are
interpretinq the lanquaqe of: this sectioD much too
st:rlctlY; it is our opinion that: this provi~d.on refers
only·t.o sales by the lic·3n'sec 1:0 hlG orIginal C1}C-~-.O:H~;r1

and doss r~ot require the licenseD to t:<:aco dOHn the
di,r;tribution train to the ultiraate conS'V.:110r ..

0 ,' r V~~?7 1.'" th -:;J' +:,~·';"c y~'~"'c' .~F.:J.p~" .£:~r"'·l-· co··...··.".-:-.rc' ~1~t ...~\.",;; l' . >:..> '. ~!<:l C. "'_ J.. \! ...~ . ..... C!. ... i.'::> C. J.. 1.··;.J4 J~..t. 0.... ;"\.l.lt:.:: _ ~._",

sale. or eight yev.rs afi:er the datt~ of "che liccrlse
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\1()uld bs fair, eqni"cab1.e and workDJjle in tod.t~y's
,climate in .the drug industry. Shorter periocs than­
-thes.e. can sometimes' be tolerated: in ot:her i.ndu.st:cies
whe~e Food and Drug AdRinistrationclearanceis not
required.. Ho\~!ever,. these times l::1ay \ve.ll have to be.

"'leng't":hened in iu·cu.re years ..

9: •. "~..:c"t::tcle VI{f) regarding royalty' payr;~ents to inventoJ:s t

is not draft.cd to .recoqnize differences bct'l,-7:2.el1insti ....
tUt:L011S and differences :tn~'c.ho "lay8:t·n~J{)nt.ionsm.;.iyb.e
handled.. The €1rticle sic-ates hO\·iDln.:~~;J inventions are
to behanc11ed irreS[)8ctive oftJ:~.(~ institution's "
poltcies and d0Gi:ced 11!C1nner of handling royalty In'­
c()me. 'J.'he sp·acial Vr:tncct:on caso you cite t13an

example where the inventor receives !uoro than the
15% is no''c peJ:"t:.incl1t I since ·,:t 1.: \JZ13 not encnl11bered by
a DF'"'''' C1~a'l"'"' -nel '"""~ nc'" in "h~ ('-'IN ""1 ~1·'. _.J....h. -.loA. c: _ l,.. '-:,. 'V"7~:.o .... t.. ~_ 4-~~l':' .... J- \;";;i J.. •.~",;;.~ ... u 9

'I1..u:nil1gnoH t:o 'Nally T:ceibel t s corro::icnts \'113 find he has 'agreed
generally \'l:1.th your comments a.nd ~:n"l~Jgestions.. Ti~}-~"ing thera up one
by one:

~his is c1iscu::~sed'under 5 .. above,. 1-10 -feel it is DB};!"];:£{ .::tl1tent
t:0 t'~.0kc special provi..sions j.n the circtnnoto.nces > ou"c.linecl by,

'-Nr. Treibel. E'or eXffinple, the D8p8!.~tmcntI 'Herek nIH.1 stevens
I.lJi.;~:.it-..).te of tj'?echnology have developed and are operD.t.in-~r under
({' thr6c-~;2.y 'agl."cc":rn.ent to deal 'i.'7ith en"s8nt:tally this VCJ:y ,
situ~tionl' nnd for vrtlich Research Corpo~ation is handling
the pt.d:t";;ntlng' and licensing ..

Thiq 'is ~,iGCUSSGd \,1,11<1cr 6 c' ahove.

EeY.'£: again' it shoulG bs pointed ont:.
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that DUBl] policy muy' conflict with universHypoHcy, but
that in QuX"opinion mmw policy should prevail on all -those
~nv0rit.ions arising f:COEl use of DHE1'l funds~' __ .If. 18 0\.1.!:' x'espon­
s;J)llity as unive:Cfjity resear,ch administrat.orsto help DHEH
t1(':velbp a fair royalty payll1ent policy for aU such. invcntiorin

."l.hethi::~ Buch a policy conflicts '1ith an' especially lib(-}Yal
tln:i.verHi·ty policy or not.. In our op.:tnion,the ....tnv8htor-'s
share listed in" the Pl-:'oposec1 DHElqis fair under t.Odayl S COT!-:--
ditions.. .

Discussed under 15. above.

'l:lhe~~.bove co-;:mo.ents £Ind rcmar}:;s are meant to be con5truct.ive and
obj(~ct1v0.¥ and are based on. O\.l:C :ca.ther. long andv'ar:tcd experience
.in '-d(~o.ling \·:lth all In.Zinner of inventions havin.g all kind~j of
str:tngs attached~, lie feel t-1.r.. BroHnhns Clone a rem2!.r}~ahle job in
brinqing a. logical ,and accept.able solution "'co a very COtl1pl.e:K and
eft'~otion~:ridc1cn problem ~:lithJ.n our grasp In such a shor-t: tll~le 0 He
deserves every kind of cooperatioD. anc1.unde.rs·tanding that can be
giveh'him ~_nd' ~dhat he noeds most are honest obj ec..tive and thought ..­
fnlresponsesf:com. all of us. X think}~ou.1 t'Jal1y f.il).c1 ItiOst others
have (lone this, and e;>:pect you w':tll continue CO do- so at:.\ long as
the-re are recept:.ive ears :tn \Alashington ..

\'le\,rou1d be pleased to recc:l.v,Ol your fm:t:hor COl\~ment3 on our opinions
.a·tany t~e lana thank you again for}~eeping us inforT;1.ed .on t.his
vital sUbject.·.

Sincerely youro,

"W~i:kp

copies "co:
Hr... 'H£l11ecc C. Treihel
Hr. Charlos B. Ero',m'
Hr. Hovm:n1 Nile

\


