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MR. CHAIRMAN .A1'ID l-IEMBERS OF TIlESUBCO~l1>lITI'EE.

MY N.!\ME IS NOIt\lAN LATKER. I AM TIlE PATENT COUNSEL-POR TIlE DEPARTIIEl'<T

OF HEALTH, EDUG.<\TION NoID WELF.I\RE. MY OFFICE HAS TIlE INITIAL RESPONSIBILITY

. FOR MANAGING TIlE INVENTIVE RESULTS OF TIlE DEPARTMENT'S 1.8 BILLION IXJLLAR

Ai~NUAL RESEARCH .A1'ID DEVELOP~IENT BUDGET.

I VERY ~IUCH APPRECIATE YOUR INVITATION, SINCE I HAVE HAD A DEEP

INTEREST IN GOVER'il\lENT PAThW POLICY WHICH HAS LED ~IE TO SERVICE ON EVERY

~lAJOR REVIEl'l OF GOVER:~lENT PATENT POLICY IN TIlE LAST SEVEN YEARS. IN

THAT REGARD, I SERVED AS TIlE DRAFTSMAN FOR THE TASK: FORCE WHICH DEVELOPED

THE "ALTE&\lATE APPROACH" FOR ALLOCATING TIlE INVENTIVE RESULTS OF

GOVERi'\IDilENT FUNDED RESEARCH NID DEVELOPi-IENT FOR TIlE 1971 CO~Jl.lISSION ON

GOVEJW;IENT PRO~lENT. AS YOU WILL REC\LL FROM HIS TESTIMJNY, DR. FORi'1'\i'I

CONSIDERED TIlE "ALTER1\fATE APPROACH" TIlE CLOSEST EMBODIHENT OF HIS

VIEl'lS NID RECOM\'IP'IDATIONS FOR CONGRESSIONAL ENACIME!-lT OF A UNIFORM

NATIONAL GOVERM-IENT PATENT POLICY.
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IN ADDITION, I HAVE SERVED ON 1HE DRt\FfING GROUPS m<\T DEVELOPED

1HE ERDA PATENT PROVISIONS, 1HE FEDERAL PROCUREMENT PATE~'T AND LlCE.t\lSING

REGULATIONS WHICH YOU HAVE TAKEN NOTE OF AND \I'HICH WERE 1HE SUBJECT OF

TIlE n~o PUBLIC CITIZENS CASES. BUT ~X)ST RELEVi\NT TO ?>IY STATh\1ENT TODAY,

I M-1 TIlE CHAIRMAN OF THE UNIVERSITI PA1'E'<T POLICY SUBCOi>NITTEE OF TIlE

NOW ABOLISHED FEDERAL COUNCIL FOR SCIENCE AND TECl-JIl.'OLOGY (FCST). IT IS

THIS INTERAGENCY SUBCO~IMITTEE THAT WAS RESPONSIBLE FOR THE FEDERAL

PR.OCUREI·IENT REGULATIONS ON UNIVERSITI PATENT POLICY NOTED BY MR. WOODROW

IN HIS TESTmJNY .AND NOW CIRCULATING FOR PUBLIC COi-NE:'lT. I HOPE TO

ELABORATE ON THE DEVELOPMENT OF TIlESE REGULATIONS LATER IN MY STATE-lENT.

MY SERVICE WITH THESE GROUPS AND ?><IY DAILY INTERFACE WITH INNOVATORS

AND TIlEIR ORGANIZATIONS HAS REINFORCED ?><IY BELIEF IN 1HE RJII.'DAMENTAL

PREMISES OF I:HEI~ PATENT POLICY lffiICH GIVEN THE FACT THAT CO",NERCIALIZATION

OF INVENTIONS MUST BE ULTIMATELY ACCOi>lPLISHED BY Il>.'DUSTRY SEEM CONCLUSIVE

10 ME BUT, NOTIVITHSTANDING, REMAIN A SUBJECT OF COz...'TIl\'lJING DEBATE. THUS,

THE DEPARTMENT SUPPORTS THE BELIEF THAT A GUARANTEE OF SOME PATENT

PROTECTION MAY BE NECESSARY TO AN INDUSTRIAL DEVELOPER IN ORDER TO ASSURE

UTILIZATION BY OR TRANSFER TO SUCH DEVELOPER OF INVENTIVE RESULTS OF

DEPARThIENT SPONSORED RESEARCH. TIllS IS REFLECTED IN 1HE DEPARThIENT PATENT

RE~TIONS 45C.F.R., PARTS 6 THROUGH 8,.AND, IN PARTICULAR, SECTIONS

6.6, 8.l(b) At'ID 8.2(h). FURTHER, THIS GUARANTEE MAY BE i\JECESSARY 11'HETHER

TIlE INNOVATION BEING CONSIDERED FOR DEVELOPMENT .AND. CO~11vIERCIALlZATION WAS

MADE BY A GOVER1\Jt>IENT, UNlVERS~TI OR INDUSTRY EMPLOYEE IN PERFORMANCE OF

rovERNl>IENT FUNDED RESEARCH. TIlESE PJre.IISES SEEM OBVIOUS TO ?>IE, SINCE

INHERENT TO TIlE COMMI'IMENT OF RISK CAl'I'I'AL TOWARD TIlE COMPLETION OF
•

DEVELOP~IENT IS A DECISION ON TIlE PART OF THE.INDUSTRIAL
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DEVELOPER ON I'iHETIlER TIlE INTELLECIUAL PROPERT'{ RIGHTS IN TIlE Il\'NOVATION

BEING CONSIDERED FOR DEVELOPMENT ARE SUFFICIB'lT TO PROTECT ITS INTERESTS.

CONVERSELY, FAILURE TO PROVIDE SUaI GUARANTEE IN C.;\sES imERE IT IS

NECESSARY MAY FATALLYAFFECf UTILIZATION OR TR-\i'lSFER OF A HUOR Il\'NOVATION.

ACCORDINGLY, IT WOULD SEEM 'IHA.T TIlE RESEARaI A'lD DEVELOPi-1fu\T AGENCIES

SHOOLD BE UNDER A lJEA.W OBLIGATION TO ASSURE AVAILABILITY OF PAm'T

PROTECI'ION WHEN PRIVATE RESOURCES ARE NEEDED TO AaIIEVE C(l\l'-JERCIALIZ.<\TION.

IT IS MY OWN BELIEF 1HAT AN'{ CONTROVERSY OllER GOVER'Q.lENT PATENT

POLICY, AT LEAST IN THE RESEARCH AND DEVE1OP~lENT AGENCIES, IS NOT, AS

COMMJNLY STATED, i\'HETIlER. THE GOVERNMENT SHOULD TAlCE "TITLE" OR "LlCE.'lSE"

TO INVENTIVE RESULTS IT HAD FUNDED. BUT WHEN AND TO WHAT EJITENT TIlE

GUARANTEE OF PATh'lT PROTECfION NOTED ABOVE SHOULD BE MADE TO INDUSTRY.

ACCORDINGLY, EVERY RESEARaI AND DEVELOPf;lE!\'T AGENCY 'IHA.T HAS TESTIFIED,

INCLUDING DHElV, BELIEVES IT HAS TIlE DISCRETION i~1lE1RER DERIVED FROM STATUTE,

AGENCY REGULATION OR TIffi PRESIDENT'S STA'ffi,lENT ON PATh'lT POLICY, TO

WAIVE OR LICENSE PATENT RIQITS WHEN IT IS DEENED APPROPRIATE TO AaIIEVE

C<M4ERCIAL UTILIZATION•. IN DHElv THAT DISCRETION IS DERIVED ~OM

. DEPAR1NENT REGULATIONS AND TIffi PRESIDB\'T I S STATBlENT RATIffiR THAN STATUTE.·

'IHERE IS NO DIFFERENCE OF OPINION PJ.1JNG TIlE RESEARaI AND DEVELOP~1ENT

AGENCIES 'IHA.T THIS DISCRETION SHOULD EXIST•
•

TIffi ~1JRE MEANINGFUL PROBLBi! IS SIMPLY THAT THE AGENCIES HAVE NOT

UTILIZED THIS DISCRETION ON A UNIFORM BASIS IN SL\!ILAR FACf SITU<\TIONS

TO TIlE EXI'ENT nlAT Sm.1E AGENCIES HAVE NOT FELT IT NECESSARY TO DEVELOP A

•
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?-fANAGEi\!S'<'T NEQ-IAi'USN TO ENTERTAIN REQUESTS FOR LICENSES OR WAIVERS

ON Am BASIS. TIns IS EVIDENCED BYTIIE L.lI.CKOF ACTIVITY NOTED IN

LICENSE flu~ WAIVER CATEGORIES FOR SO~IE AGENCIES IN TIlE "A~'UAL

REPORT ON GOVER!~lENT PATENT POLICY" PUBLISHED BY FCST.

.. I \\'OULD NOW 'fUR.'II MY ATTENTION TO TIlE ALLOCATION OF INVENTIONS

ARISING FROM GOVERNMENT-SPONSORED RESEARCH AT UNIVERSITIES AND

}..TONPROFIT ORG.l\.i'llIZATIONS. TIllS IS AN AREA OF VITAL INTEREST TO DHEW,

BECAUSE 'THE DEPARTMENT IS BY FAR TIlE LARGEST SINGLE SOURCE OF

FUNDING FOR SUCH RESEARCH IN TIlE UNITED STATES, A'ID PROBABLY TIlE

WORLD, flu'ID FURTIlER, BECAUSE TIlE SUBSTPu'lrLJ\L MAJORITY OF ALL ITS RESEARrn

FUNDS ARE USED TO SPONSOR RESEARrn AT IDllVERSITIES .A:.'ID NO:\'PROFIT

ORGANIZATIONS. WHILE TIlE ALLOCATION OF RIGHTS OF INVENTIONS MADE

BY DEPARTMENT EMPLOYEES AND FOR-PROFIT CO};lRACTORS IS flu'll INPORTPu'iT

w\.TI'ER, I WILL ONLY NOTE 'IHATTIIE POLICIES COVERING TIllS AREA IN
. .

WE DEPARThlENT ARE SIMILAR TO WOSE OF NASA AND ERDA. DIFFERENCES

ARE EVIDENT ONLY IN APPLICATION AND RESULT.

"IN TIlE HISTORICAL 1939 LETTER FRO~1 DR. EINSTEIN TO PRESIDENT

ROOSEVELT POINTING our TO TIlE PRESIDE-.'T TIlE IMMINENCE OF TIlE FIRST

OJNrRoLLED NUCLEAR CHAIN-REACTION A"ID TIlE ADVENT OF TIlE ATOMIC AGE,

DR. EINSTEIN ~WillE
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THE FOLlDWING RECOI-J1.lENDATIONS WITH A VIEW TOWARIJ EXPEDITING THE WORK:

"IN VIB~ OF THIS SIWATION YOU r.L-\Y THINK IT DESIRABLE TO

HAVE SOME pERt\1ANENT CONTACT l-1AINTAI!'.'ED BEl1\'EEi'll THE ADMINISTRA

TION .AND THE GROUP OF PHYSICISTS \I'ORKING ON (}lAIN REACTIONS

IN ilMERICA.. ONE POSSIBLE WAY OF A(}IIEVING THIS HIGHT BE FOR

YOU TO ENTRUST WITH THIS TASK A PERSON l'iliO HAS YOUR CONFIDENCE

.AND WHO COULD PERHAPS SERVE IN A'll UNOFFICIAL CAPACITY. HIS

TASK MIGHT COMPRISE THE FOLlDWING:

a) TO APPROACH GOvERL'lMENfDEPAR'INENTS. KEEP THEM

INFORMED OF THE FURTHER DEVELOPMITh'T. .AND PUT FORWARD

RErolMENDATI<1\lS FOR GOll.ER~1ENT ACTION. GIVING

PARTICULAR ATTENTION TO THE pROBWI OF SECURING A

SUPPLY OF URA.\lIUM ORE FOR THE UNITED STATES;

b) TO SPEED UP THE EXPERII--lfl.'TAL WORK. \'lliIm IS AT

PRESENT BEINGCA.lffilED ON WITHIN THE LII-lITS OF THE

BUDGETS OF UNIVERSITY LABORATORIES. BY PROVIDING FUNDS,

IF sum FUNDS BE REQUIRED. THROUrnHIS CONTACTS WITH

PRIVATE PERSONS. WHO ARE WILLING TO NAKE CONTRIBUTIONS

FOR THIS CAUSE. .AND PERHAPS ALSO OBTAINING THE COOPERATION

OF INDUSTRIAL LABORATORIES, \\HICH HAVE THE NECESSARY EQUIpMerr."

(EMPHASIS ADDED)

IN THESE FEW WORDS DR. EINSTEIN. SIDB TO HAVE PROPERLY IDEN"I'IFIED

.AND ASSIGNED TO EArn ELEMENT OF THE COLLABORATIVE TEAl-I HE DEEMED

NECESSARY TO THE COMPLETION OF DEVELOPMENT, THE DUT):" WHICH EACH WOULD

.,1
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PERFOmi BEST. 1HlJS, HE SUGGESTS THAT TIlE UNIVBRSITIES BE AIDED IN

CONPLETING THEIR EXPERIMENTAL OR FlJNDA'lENTAL RESEARGl, THAT I1\'DUSTRIAL

LABORA1ORIES BE TAPPED FOR TIlEIR ABILITY TO BRING SUCH Fl):I.1)Ai'lEi'ITAL

FINDINGS INTO PRACTICAL APPLICATION THROUrn TIlE USE OF TIlEIR EQUIP~IE1\T

AND THE GOVERNMENT ACT AS TIlE CATALYST OR IMPRESARIO IN BRINGING TIlESE

FACI'ORS TOGETHER.

AS SIMPLE AS DR. EINSTEIN'S FORl-IUhA. FOR DELIVERY OF THE RESULTS OF

FUNDAMENTAL RESEARCH IN10 PRACTICAL USE APPEARS~ TIlE DEPARTNE~TS AND

AGENCIES OF TIlE EXECUTIVE HAD DONE LITTLE TO FOlThlULIZE IT UNTIL RECENT

YEARS. 1HE CLOSING OF THE ENOIDX)US GAP BETI'iEEN TIlE FUNDN-lENTAL FINDINGS

OF UNIVERSITIES IN NEW FIELDS OF KNOWLEDGE AS DRAMATICALLY INNOVATIVE AS

RADAR, COMPUTER HH-1ORY CORES, LASERS. fu"<TIBIOTICS, ETC., A\'D THEIR

PRACfICAL IMPLENENTATION BY INDUSTRY, WIlli 1HE EXCEPTION OF THE FEW CASES

WHERE '!HE GOVElli\JMENf HAS DETERMINED TO PROVIDE THE COi\lI!~tJED Fu'I'IDING TO

INDUSTRY FOR DEVELOPMENT OF Sl1CH FlmJINGS/HAS BEEN LEFT TO RAt'IDOl-l A"lD

HAPHAZARD EXECUTION.

FRC»I 1HE VIEWPOINT OF THE G01/ERl\il;lENT AND TIlE PUBLIC, THE STAKE

IN CLOSING TIUS GAP IS VERY HIm. TIlE SHEER r-1AGNlTUDE OF GOVERNMEL'IT

SUPPORT OF RESEARCH AND DEVELOPMENT AT UNIVERSITIES APPEARS TO Da.lAND

EVIDENCE OF USEFUL RESULTS IF IT IS TO BE CONTINUED IN THE PREVAILING

COM)?ETITION FOR TIlE FEDERAL DOLLAR. IN FISCAL YEAR 1972 APl'ROXII-1ATELY

$3.1 BILLION OF THE $12 BILLION, OR OVER ONE-QUARTER SPE.'lT BY THE

OOVERNNENT ON RESEARCH AND D:EVELOPNENT cmSIDE ITS OWN LABORAfORIES, WENT
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IN TIfEFORM OF GRANTS AND CONTRACfS TO UNIVERSITIES. OF TI-lE $3.1 BILLION,

'IRE DEPAR1NENT OF REALm, EDUCATION A"ID WELFARE WAS RESPONSIBLE FOR

An'4INISTERli"l"G $1. 2 BILLION.

ON SEPTEMBER 23, 1975, TI-lE FEDERAL COUNCIL ON SCIENCE A"ID TECHNOLOGY'S

COM\IITI'EE ON GOVERNMENT PATENT POLICY' REffi\I/-1Et"l"DED, ON THE BASIS OF ITS

UNIVERSITY SUBCOMMITTEE'S STUDY, THAT ALL AGtNCIES OF THE EXBCUTIVE BRANCH

PROVIDE TO UNIVERSITIES A FIRST OPTION TO SUBSTA."l"TIALLY ALL FUTIJRE

INVENTIONS GENERATED Wlm FEDERAL SUPPORT,SUBJECf 1D STATUTORYJI.UTHORITY TO TrlE

CONTRARY, PROVIDED THAT TI!E INVENTING ORGANIZATION IS FOilllD TO HAVE. A."l"

IDENTIFIED TECHNOLOGY TRANSFER FUNCfION. TIllS FIRST OPTION 1D OWNERSHIP

IS SUBJECf TO A NUMBER OF CONDITIONS, THE IDST INPORTANT OF WHICH ARE

TIfE STANDARD LICENSE TO TIfE OOVERNNENT, A LJ1.UT ON TIfE TERM OF Mf EXCLUSIVE

LICENSE GRANTED, AU1HORITY TO WITHDRAW SPECIFIED PROJECTS FROM THE OPTION,

A REQUIREMENT THAT ROYALTY INCO~1E BE UTILIZED FOR EDUCA'tIOAAL OR RESEARCH

PURPOSES, WITIl TIfE EXCEPTION OF A REAS001Al\LE SHARE TO THE Il\'IIENTOR, A"ID

THE RIGHT OF WE AGENCY' TO REGAIN OWNERSHIP DUE TO PUBLIC INTEREST

CONSIDERATIONS OR THE UNIVERSITIES' FAILURE TO TAKE EFFECTIVE STEPS TO

mMERCIALlZE 1HE INVENTION.

IN ADDITION, 1HE Ca-1MITTEE ALSO DIRECfED WAT AN INTERAGENCY

COt\JMITTEE· BE FOR.'4ED FOR THE PURPOSE OF JOINT AGENCY' IDENTIFICATION OF

UNIVERSITIES HAVING A SATISFACTORY TECHNOLOGY TRANSFER FUNCfION. AS NOTED,

IMPLEMENTATION OF THE COUNCIL'S RECOMMEt"l"DATION IS NOW BEING CIRCULATED FOR

PUBLIC CQMYlENT IN THE FORM OF A PROPOSED FEDERAL PROCl.JRH.1Et"l"T REGULATION.
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.AT 11IE OurSETOF ITS STUDY. 11IE UNIVERSITY SUBCQ\1l\IITIEE IDENTIFIED

mlE GENERAL PREMISES FROM WHICH IT WOULD BE NECESSARY TO PROCEED. AS

YOU WILL NOTE. ALL OF 11IESE PREMISES WERE INTUITIVELY UNDERSTOOD BY

DR. EINSTEIN IN 1939.

FIRST. A SYMPATHETIC AND ENCOURAGIN'G FEDERAL CLIH<\TE IS vcRY

IMPORTANT TO 'i'ECHNOLOGICAL PROGRESS. 'ffiUS. IN CASES WHERE 11IE REQUIREMENT

FOR UNIVERSITY/INDUSTRY RELATIONS IS NaT ~lET'IN A SATISFACTORY Mfu'ft'.'ER.

GOVERL~lENT CAN HAVE AN IMPORTANT ROLE TO PLAY AS A G.A.TALYST OR "~lPRESARIO"

IN CREATING 11IE FRAMEWORK WIlliIN WHICH REGULAR CONTACTS TAKE PLACE BEnlJEEN

UNIVERSITY AND INDUSmY.

SECOND. 11IE UNIVERSITY COMMUNITY A'ID INDUSTRY. LEFT TO 11IEIR OWN

INITIATIVES. WILL PROBABLY BE UNABLE TO GENERATE lliIS A1NOSPHERE. PRIVATE

BUSINESS. EVEN lliOUGH CONCERNED WIlli INSTITUTIONAL BARRIERS THAT PRECLUDE

SYSTEMS INNOVATIONS. CAN'T DO MUCH ABour IT. 1HEY ARE RESPONSIBLE FOR

OUTPurs OF 11IEIR BUSINESSES AND MUST ORDINARILY WORK WIlliIN THE NARR01'l

CONFINES OF 11IE CO~lPANIES I RESPONSIBILITIES TO t-1AxHIIZE PROFITS k'ID .

MINIMIZE RISKS FOR THE FIRM•

. 'lHIRD. 11IERE APPEARS TO BE AN ABSOLUTE NEED FOR INDUSTRIAL

COLLABORATION WI'lH UNIVERSITIES IF THE RESULTS OF GOVERL'<t'lENT-SPONSORED

UNIVERSITY RESEARCH ARE TO REACH 11IE MI\RKETPLACE. lliIS IS TRUE. SINCE

NUCiI OF 11IE WORK PERFORMED UNDER GOVER1\lf>1ENT-SPONSORED GRfu'ITS AND CONTRACTS

AT UNIVERSITIES IS BASIC. AS OPPOSED TO APPLIED RESEARCH. INVENTIONS

ARISING our OF BASIC RESEARQ-r It-.'VOLVE AT M)ST COMPOSITIONS OF t;lA.TTER WI'lH
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NO CLEAR UTILITY, PROTOTIPE DEVICES, OR PROCESSES WHIm USUi\LLY REQUIRE

Mum ADDITIONAL DEVELO~IENT. UNIVERSITIES TIJEMSELVES DO NOT U!\'DERTAKE

TIlE COMPLETE DEVELOPMENT OF sum INmOATE INVENTIONS, AS DEVELOP~lEN"T

LEADING TO CO~i:vIERCIAL MARKETING IS NOT ORDINARILY WITHIN THE SCOPE OF

THEIR NISSIONS OR PHYSICAL C.1\PABILITY. FllRIHER, FINANCING OF THAT TYPE

OF DEVELOPMENT WORK NEEJ)ED IS NOT GENERALLY AVAILABLE F~1 GOVER!\~lEN"T

SOURCES. THERE ARE MANY MJRE INVENtIVE IDEAS .'I'HAt'l FEDERAL RESOURCES

FOR DEVELO~IENT PURPOSES. CONSEQUfu'ITLY, DEVELOPl-1ENT OF sum INVEr\'TIONS
•

WILL GENERALLY BE ACCOMPLISHED ONLY l~1IERE INDUSTRY HAS KNOWLEDGE OF THEM

AND HAS AN INCENTIVE TO UTILIZE ITS RISK c.t\PITAL TO BRING ~1 TO THE

NARKETPLACE •

LAST, THE DIFFICULTY OF COLLABORATION IS COMPOUNDED l\HEN '!HOSE WHO

. NOW PERFORM ESSENTIAL PARTS OF A FUNCTION REFUSE TO NODIFY THEIR OPERATIONS

TO MEET THE NEEDS OF THE WHOLE SYSTEM. (THE RESEARCH AND DEVELOPMENT AGENCIES

WERE NOT EXCLUDED AS ONE OF THE PRINCIPALS WHO JvlUST l-lJDIFY ITS OPERATIONS.)

TIIESE VESTED INTERESTS CONSTITUTE THE Jv}:)ST SERIOUS INSTITUTIONAL BARRIERS

TO SOCIALLY IJvlPORTA1\j"T INNOVATIONS. ORDINARILY, THE PRINCIPALS CAN'T BE

ORDERED TO COLLABORATE. NOR WILL THEY DO SOU!\'1ESS THEY SEE SOl-lETHING IN

IT FOR THEMSELVES. THE PROBLEM PERCEIVED WAS HOW TO PROVIDE THE Jv1EAI'lS FOR

.INDUCING THEl-f TO INTEGRATE VOLuNTARILY INTO A SYSml THAT PERFORMS A

SOCIALLY DESIRABLE FUNCTION.

WITH TIIESE PREMISES IN MIND, '!HE UNIVERSITY SUBCOMMITTEE IDE.'lTIFIED

'!HE FOLLOWING AS TIlE PRIMARY PROBLEMS THAT NEEDEIJ TO BE OVERCO~lE BEFORE

OPTnlUM RESULTS IN TRANSFERRING TECHNOLOGY COULD BE AmIEVED.

I .
IiI
I
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FIRST, AND WOUGIIT TO BE TI-IE mST II-IPORTANT, WAS TI-IE CONCLUSION

'IHAT UNIVERSITIES DO Nor GENERALLY HAVE AN ADEQUATE H"o'JAGEMl-:N'f CAPABILITY

TO FACILITATE TI-IE Tn-reLY IDENTIFICATION, PROTECTION AND 1HE TR%'JSFER OF

WEIR INVENTIVE RESULTS TO INDUSTRIAL CONCEIU'JS 1HAT NIGIIT ~IAKE USE OF

TI-IEM. EVEN mOSE ORGANIZATIONS HAVING TI-IE RIGIIT TO TRA!'JSFER A DEGREE OF .

PATENT PRarECTION DESIRED BY INDUSTRY r-IAY WELL FAIL TO SUCCEED IN

ENCOURAGING UTILIZATION IF AN ADEQUATE, ORGANIZED EFFORT TO IDEl'JTIFY,

PROTECT AND CO~lMUNlCATE 1HESE RESULTS IS NOT r-IADE.

IT WAS PERCEIVED 'IHAT TI-IE lvlERE EXISTENCE OF A· BODY OF RESEARCH

PUBLICATIONS A1'JD OTHER TECHNICAL INFOR.\IATION WAS Nar ENOUGH TO RESULT IN

SIGNIFICfu'IT INDUSTRIAL INVOLVEMENT IN RJR1HERING DEVELOPMa'1'.

SECOND, WAS WE "NOT- INVENTED-HERE" SYNDRO~re. INDUSTRIAL ORGANIZA

TIONS HAVE C~RCIAL POSITIONS IN r-DST AREAS OF TI-IEIR RESEARCH. ACCORD-

DEVELOP 1HE RESULTS OF TI-IEIR RESEARCH IN ORDER TO IMPROVE TI-IEIR COMMERCIAL

POSITION. mIS INCENTIVE STEMS FRQ.\fTI-IE ORGA.'JlZATION'S ABILITY TO

CONTINUOUSLY EVALUATE TI-IEIR RESEARCH TIlROUGH ALL STAGES OF ITS DEVELOPMENT.

IT FOLLOWS 'IHAT TI-IERE WILL BE A LESSER INCENTIVE FOR INDUSTRY TO RJR1HER

DEVELOP TI-IE RESULTS OF UNIVERSITY RESEARCH WHERE SUCH RESEARCH WILL NOT BE

UNDER ITS INITIAL REVIEW OR CONTROL. IT WAS SUGGESTED 'IHAT -WIS BIAS

TOWARD· .INVESTMENT IN FURTI-IER DEVELOPr.1ENT OF ITS OWN IDEAS, RATI-IER TItAN

IDEAS FROM OUTSIDE SOURCES, MIGIIT BE LESSENED BY EARLY IDEl\'1'IFlCATION BY

INDUSTRY OF UNIVERSITY INVESTIGATORS WHO r-lAY BE WORKING IN WEIR AREAS OF

INTEREST.

!

!

I
1-·

I. ,
I

I
rl
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. TIlIRD, WAS THE UNCERTAINTY OVER OWNERSHIP OF INVENTIONS ~IADE AT

UNIVERSITIES WAT ~fAY BE COLLABORATIVELY DEVELOPED OR ARE INITIALLY

GENERATED THROUQI A COLLABORATIVE RELATIONSHIP.

IlIEW HAD NOTED SITUATIONS OF I~WSTRY REFUSAL TO COLLABORATE WITH

UNIVERSITIES IN BRWGING DHEl'l-FUNDED INVfl<"TIONS TO THE l>IARKETPLACE UNLESS

.PROVIDED SOME PATEl'IT PROTEcrION AS QUID PRO gUO. FOR ADDITIONAL INVESTMEt';T

AND DEVELOPMENT REQUIRED.

TIllS WAS SUBSTANTIATED BY 'I1ffi HARBRIDGE HOUSE STUDY k"ID A 1968 GAO

REPORT NO. B-164031(2) ENTITLED "PROBLEH AREAS AFFECI'ING USEFUL.'lliSS OF

RESULTS OF GJVERNMENT-SPONSORED RESEARCH IN MEDICINAL CHEt-lISTRY." BOTIl

OF TIIESE STUDIES INDICATED A VIRTUAL INDUSTRY-WIDE BOYCOTT BY P~lA.

CEUTlCAL FIR.'vlS TO TEST COMPOSITIONS OF H~TTER SYNTHESIZED OR ISOLATED

BY DHEl'l GRANT-SUPPORTED INVESTIGATORS DUE TO DHEl'l'S PATENT PRACTICES AT
. .

WAT TIME. INDUSTRY FELT DHEl'l PATENT PR~CTICES FAILED TO TAKE INTO CONSIDER-

ATION THE LARGE PRIVATE INVESTMENT BEFORE SUCH CQ\1PQSrrIONS COULD BE

MARKETED AS DRUGS. SThlILAR SITUATIONS H.<\D OCCURRED IN THE AREA OF MEDICAL

HARDWARE DEVICES.

IT WAS DETERMINED FRQ,\1THE EXPERIENCES NOTED IN UNIVERSITY DEALINGS

WITIl THE P~lA.CEUTlCAL INDUSTRY AND MEDICAL DEVICE l4ANUFACTURERS WAT THERE

WILL BE THE SAME RELUcrANCE TO COLLABORATE WITH UNIVERSITIES IN BRINGING

OTHER HIm-RISK INVENTIONS TO THE MARKETPLACE IF SOME PATENT EXCLUSIVITY

IS NOT FIRST PROVIDED TO THE DEVELoPER.

FOORTII, IS THE PROBLEM 01' CONTANlNATION. AS USED BY INDUSTRY AND

UNIVERSITY~TIGAroRS, "CONTAMINATION" ~lEANS'I'HB POTENTIAL COMPR~IISE

OF RIGHTS IN PROPRIETAAY RESEARCH RESULTINGFRQ\I EXPOSURE OF INDUSTRY TO

I



-12-

IDEAS, ffi\1POSITIONS, AND/OR TEST RESULTS ARISING FRON GO\lER\l1>lENT-SPONSORED

RESEARQl. FOR EWIPLE, AN INVENTION l-t<lJJE AT A UNIVERSITY Ul',1])ER A

OJVElli'lMENT-FUNDED RESEARQl PROGRlI1>l IS LOOKED n ..rro BY A CCNPAi\j'{ DOING

PARALLEL RESEARQl. IF THE mlPANY INCORPORATES INTO ITS RESEARQl PROGAA\i

So.'<lE OF THE RESEARQl FINDINGS OF THE UNIVERSITY Ai'ID THEN DEVELOPS A

MARKETABLE PRODUCf PATEtWABLY DISTINCT FRCM TIlE UNIVERSITY'S INVENTION,

THE CQ\IPANY FEARS THAT THE GOVERNMENT IS IN A POSITION TO ASSERT CLAIMS
•

TO THEIR PROOOCf.

TO OVERCor-ffi THESE BARRIERS TO TE~'OLOC;Y 'TRAL~SFER, IT WAS DEEMED

ESSENTIAL TO THE SUBCQ:>1MITIEE !HAT THE GOVER'll-lENT PERSUADE UNIVERSITIES

TO PROVIDE A NANAGBlENT CAPABILITY \'lI1HIN THE INSTITUTION !HAT WILL

SERVE AS A FOCAL POINT FOR IDENTIFICATION, RECEIPT NID PRO:>IPT PROTECfION

OF Hili INv'ENTIV'E RESULTS OF UNIVERSITY RESEARCH FOR LATER DISSEt-UNATION

BY ITSELF OR OTHER MANAGfi\!ENT ORGANIZATIONS TO mOSE INDUSTRIAL CONCER"SS

~'DST LIKELY TO urIt..IZE SUQl RESULTS. IT WAS THE CONCLUSION OF THE SUB

CXJMMITIEE THAT TIIIS MIQITBE ACCO"IPLISHED BY GUARAiWEEING TO UNIVERSITIES

AT THE TIl-IE OF FU'NDING, PATENT RIGHTS IN GOVERt'WENT-SUPPORTED INVENTIONS

IJ'J RETURN FOR ESTABLISHMENT OF SUCH A !-'lANAGEl-ffiNT CAPABILITY.

I BELIEVE !HAT ONE OF THE PRn1.L\RY BASES FOR THE RECQ\JI;lEVDATION WAS

THE REALIZATION THAT A SUBSTANTIAL ?-1AJQRITY OF INVENTIVE IDEAS REQUIRES

"ADVOCATES" IN ORDER TO REAQl THE HL\RKETPLACE, AND !HAT EXPERIENCE

INDICATES THAT THE INVENTING ORGANIZATION, IF INTERESTED, IS A MORE LIKELY

"ADVOCATE" 11fAN A LESS PROXIMATE AND NOT AS EQUALLY CONCER"lEiJ GOVERt'WENT

STAfF.



';",

-13-

HISTORY IS REPLETE WIlli EXAMPLES OF INVENTIONS NOW ACCEPTED AS

PART OF OUR CULWRE. WHIQl REACHED FRUITION ONLY" DUE TO l1lE PERSEVERAl'iCE

OF AN ADVOCATE. IT IS SAID '!HAT THE L\IVENTOR OF XEROX, CHESTER CARLSON.

CONTACTED OVER 100 CONCERi'lSBEFORE HE WAS ABLE TO OBTAIN A FINANCIAL

COM).lI'INEl'lT FOR DEVELQPNENT. Sn.-IILARLY, SAlvlUEL B. MJRSE ARGUED THROUGH ..

FIVE YEARS BEFORE HE·WAS ABLE TOOBTAL'l $30,000 FROM CONGRESS TO BUILD

A TEST LINE FOR HIS TELEGRAPH BETI'IEh'l WASHINGTON ANDBALTIMJRE.THERE

IS NO EVIDENCE '!HAT A GOVERNMENT ORG.Ilu'lIZATION WOULD BE WILLING TO DUPLlCA1E

WAT KIND OF EFFORT, NOR IS IT APPARENT TIfAT t-:lAN'l ORGANIZATIONS OR PERSONS

WOULD. ABSENT A PROPERTY" RIGHT.

1HE GUARANTEE OF PATENT RIGHTS TO THE UNIVERSITY" CARRIES WITH IT

1HE RIGHT TO LICENSE CQ"lt\lERCIAL CONCElU'IS, TIlliS CREATING TIlE INCENTIVE

NECESSARY FOR DEVELOPMENf IN lliOSE SITUATIONS WHERE COLLABORATION WOULD

NOT OTHERWISE BE ACCONPLISHED AND LESSEl\iING OR ELmINATING INDUSTRY" FEL\R

OF CONTAt-IINATION. FURTHER, UNDER SUQl A POLICY", COLLABORA.TIVE ARRAl'lGEMEt\'TS

COULD BE MADE WHEREIN INWSTRY"'S PARTICIPATION IS PROTECTED BEFORE IT

IS EVEN CLEAR WHETI-lER OR NOT INVENTIONS WILL BE MADE. SUCH PRIOR

.ARRANGEMENTS SHOULD MININIZE THE PROBJE:I OF 1HE "NOT- INVENTED-HERE"

SYNDROME. SINCE A COLLABOAATQR WOULD NOT BE VIEWED AS AN "OUTSIDER."

1HE PROSPECT OF A ROY"ALTI RETURN IS MEANT TO ASSURE THE INVENTOR'S

CONI'It\'UED INVOLVEMENI'.

IT IS BELIEVED TI-lAT THE COM).lI!TEE'S RECCJl.NBNDATIONS PROVIDE THE

MEANS TO INDUCE VOLUNTARY" INTEGRATION INfO A sysml '!HAT wTLL OPTIMIZE

TECHNOLOGY' TRANSFER THROUGH RECOGNITION OF THE EQUITIES OF ALL 1HE PARTIES.
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ro A LARGE EXI'ENT THE SEPTEMBER 23RD RECm1l'lEt"IDATIONS OF TIlE CO~Ii\IITTEE

ON GOVERt~lENT POLICY AIm A RATIFICATION OF THE PRACTICES IMPLI:NENTED

BY DHEI~ SINCE 1969 AND THE NATIONAL SCIENCE FOUNDATION SINCE 1974. THE

DHEl'i PRAcrICES, IN TURN, WERE INITlATED IN PART THROUCH THE HlPETUS

CREATED BY THE CRITICAL REI-I>\RKS FROM THE 1968 GAO STIJDY MEr.'TIONED

PREVIOUSLY ON THE LACK OF TIMELINESS IN PROCESSING. PETITIONS FOR WAIVERS

OF IDENfIFIED INvENTIONS AND THE NEED TO CLARIFY 'rilE USE OF INSTITUTIONAL

PATENr AGREEMENTS WHICH GUARANTEE Fl.ITURE INVTh'lTION RIGHTS TO UNIVERSITIES

WTIH TECllNOLOGY TRA1~SFER CAPABILITIES.

IN OCTOBER 1974 THE DEPARTMENT COLLECTED SOME ROUCH STATISTICS ON

MANAGEMEt'lT OF PATENr RlrnTS LEFT TO UNIVERSITIES. THIS STIJDY INDICATED

THAT 167 PATENT APPLICATIONS lVERE· FILED SINCE 1969 BY INSTITUTIONS WHO

CHOSE TO EXERCISE THEIR FIRST OPTION TO H,TVENTION RIGHTS UN1lER THEIR

INSTITUTIONAL PATENr AGREEMENT. UNDER THE 167 PATENT APPLICATIONS

FILED, THE UNIVERSITIES HAVE NEGOTIATED 29 NONEXCLUSIVE LICENSES k\'D 43

EXCLUSIVE LICENSES. SEVENTEEN JOINT- RJNDING ARRA,',T(;EIlENTS WITH CO~NERCIAL

. ORGANIZATIONS, INVOLVING ONLY THE POSSIBILITY OF RIGHTS TO Fl.ITURE

. INVENTIONS, HAVE BEEN MADE. THIS IS AN I/<lPORTANT STATISTIC, SINCE IT

INDICATES A WILLINGNESS TO ~1AKE ARRANIDlEt'lTS PRIOR TO THE THill THAT

INVENTIONS HAVE BEEN MADE ON '!HE BASIS THAT THE INSTITUTION HAS THE .

FLEXIBILITY OF PROVIDING TO THE CONCERN SOME INVEi'lTION RIGHTS IF AN

INVENTION SHOULD EVOLVE FR~ THE JOINTLY FUN1lED EFFORT. THE INSTITUTION

GAINS THIS ABILITY TO NEGOTIATE BY VIRTUE OF ITS INSTITUTIONAL PATENT

AGREBlENT. 1VE 1VERE ADVISED THAT ON THE BASIS OF ALL THE AGREEf',illNTS NOTED,
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APPROXIM.4.TELY 24 MILLION OOLLARS OF RISK CAPITAL MAY BE CO~NlITED TO

THE DEVELOPMENT OR MAKING OF INVEl';'TIONS EVOLVING WlnI DHEW SUPPORT.

UNDER OUR DEFERRED DETERMINATION POLICY, WHICH IS APPLICABLE TO ALL

UNIVERSITIES WHO HAVE NOT YET ESTABLISHED A TEGINOLOGY TRAt'J"SFER CAPABILITY,. .
IT WAS DETER\'1INED THAT SINCE JULy 1, 1968, 178 PETITIONS FOR l'lAIVER

OF AN IDENTIFIED INVENTION HAVE BEEN REVIEWED AS OF OCTOBER 1974. OF

THESE 178, 162 PETITIONS WERE GRAt'J"TED•. uNDER THE 162 PETITIONS GRAt'J"TED,

THE INSTI11lTIONS INVOLVED AND RESPONDING HAVE, TO OCTOBER 1974 GRMiED

15 NONEXCLUSIVE LICENSES AND 35 EXCLUSIVE LICENSES. THESE LICENSES HAVE

GENERl\TED A POSSIBLE CCMMITMENT OF RISK CAPITAL OF AS MUCH AS 53 MILLION

OOLLARS.

ONE OF THE PETITIONS GRANTED INVOLVED A BURt'J" OIl\'1MENT DISCOVERED AT

A UNIVERSITY, WHICH WAS PATENTED FOR THE UNn'ERSITY BY RESEARCH CORPORATION,

LICENSED TO A PHARMACEUTICAL COMPANY, CLINICALLY TESTED Ul\'DER THE DIRECTION

OF THE COMPANY, AND CLEARED BY THE FOJDAND DRUG ADMINISTRATI~N ON THE

COMPANY'S INITIATIVE. THE DRUG IS NOW CQ\r>lERCIALLY AVAILABLE. TO f.1Y

KNOWLEDGE, THIS IS THE ONLY DRUG OUTSIDE THE CANCER CHEMOTHERAPY PROGRArv!

WHICH WAS INITIALLY DISCOVERED WITH DEPARThlEl\'T SUPPORT AND HAS REACHED

THE MARKETPLACE nmoUGH THE INVESTMENT OF RISK CAPITAL FROM THE DRUG

INDUSTRY.

WE ARE AI'lARE OF AT LEAST FIVE OTHER DRUGS OUTSIDE CANCER CHEMOTHERAPY

AT VARIOUS STATES OF DEVELOPMENT WHICH WERE DISCOVERED WITH DEPARTIlENT

SUPPORT AND ARE NOW BEING DEVELOPED WITH PRIVATE SUPPORT Ul\'DER LICENSE,

. SCME OF 1I'fUCH ARE CLOSE TO MARKET C1EARAl'J"CE. WE KNEW OF NO COMPARABLE

SIWATIONS AT THE TIME OF THE· GAO REPORT.
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MUCH MJRE SIGNIFICANT WAN THE FIGURES INVOLVED (MUCH I BELIEVE HAVE

'INCREASED SINCE OCTOBER 1974) IS INFOmfATION PROVIDED BY THE UNIVERSITY

COM>1UNITY I1'IDICATING THAT IN THE lAST FOUR YEARS INDUSTRL<U. ORGA1'\lIZATIONS

HAVE BEEN ACTIVELY PURSUING UNIVERSITY RESEARcH. I BELIEVE TIIlS TO BE

CLEARLY THE RESULT OFTIJE UNIVERSITY CO~1l\[JNITY'S ACTIVE SOLICITATION OF

COLLABORATIVE ARRANGEMENTS, WHICH IN TIJRi'\l WAS PARTLY ~mIVATED BY THE

FLEXIBILITY PROVIDED BY OUR PAmrr POLICY.

IT IS HOPED THAT THE GROWING SUCCESS OF THE DHEW EXPERIENCE WILL

BE EXPANDED TO WE REST OF THE EXECUTIVE BRANCH TIlROUGH THE CO"1l\lITTEE ON .

GCJVElW;JENT PATENT POLICY RECONMENDATIONS OF SEPTEMBER 23RD.

I HAVE MADE REFERENCE TO A NUMBER OF STUDIES AI'ID REPORTS IN Mt

STATEMENT, WHICH I INTEND TO MAKE AVAILABLE TO YOUR CQ.'-1MITTEE. I WOULD

ALSO BE PLEASED TO MAKE AN'{ OF THESE AVAILABLE TO AI\lYO/'\"E CONTACTING r·lE AT

(301) 496-7056, OR AT THE NATIONAL INSTITUTES OF HEALTH, BETHESDA,

MARYLA.t'ID 20014.


