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Dear Di. Marcy:

This letter is being used as a vehicle for the organization of my thoughts
and reactions concerning the NSF~supported Patent Awareness Program and
-where it might lead. You will perhaps take exception to many of the
" principles I intend to set forth, but I hope this rehash of ideas can
serve as a point of departure for future discussions aimed at formalizing
& program that might better utilize the results of federally-funded
research on university campuses.

© First, I must state that I totally concur with and can find support on our
campus for the thesis you offer in your NSF proposal: "The development of
an enhanced patent awareness at educational institutions is expected to lead
to both an early and more widespread identification of inventive concepts

- resulting from sponsored research, and a better understanding of the means
available to bring these concepts to commercial utilization for the benefit

- of the public.”" We initiated our own patent awareness program in January
of 1975 in hopes of increasing the disclosure rate at Case Western Reserve
University. We soon found that the success of this program hinged on two -
points, the decentralization of our efforts and the establishment of credi-
bility in the eyes of faculty inventors. We had to become involved with
the academic researcher's interests; this meant going to his lab, rather

. than waiting for him to come to our office. 1In addition, we had to develop
-& better understanding of 'his needs, desires, and motivations for partiei-
pating in the patent process. Finally, we had to establish our credibility,
and this could only be accomplished by providing a competent service. These
efforts, coupled with and modified to a large extent by your patent awareness
program, have succeeded in producing some rather exciting results.

- As you undoubtedly know, the mere increasing of the disclosure rate is only

the start, for if one desires to maintain or even foster a growth in faculty

. awareness .of patents and licensing, one must provide a mechanism for ade-
quately handling the resulting disclosed invention. Therefore, a technology
transfer mechanism which offers the inventor alternatives must be simultan-
“eously developed. It is at this juncture that we are generally faced with
two alternatives: (1) the establishment of an active patent office on campus,

~or (2) the utilization of the services of a licensing corporation such as
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Research Corporation. -‘However neither of these two alternatives really
provides an adequate solution to the problem of establishing an "effective"
technology transfer mechanism. Once an awareness program has been started
and all the resulting activities are then turned over to Research Corpora-
tion, in our opinion, the faculty would soon lose confidence in the credi-
bility of the transfer mechanism, since such a small percentage of invention
disclosures are accepted for licensing. In addition, it is likely that a

" university patent administrator would eventually lose interest in the

activity. On the other hand, to establish a patent office on every
campus is even less desirable for the following reasons: (1) the cost

_of operation of such an activity would not mnecessarily justify the results

in most cases, and (2) the activity at several schools can actually be

" handled more efficiently and effectively by one "professional" working
full-time in the area, rather than by having several people with varying

degrees of experience at several schools putting a quarter- to half-effort
into the process.

Kere, as I see it, is the real crux of the technology transfer problem:

the establishment of an effective transfer mechanism. There is no question
that the disclosure rate can be increased by the methods you have outlined
and implemented in the present NSF program. Your evaluation data will more
than support this thesis. But the underlying principle to the success of
the NSF program is worth emphasizing: it is due, in effect, to your _
"decentralization," your becoming directly involved not only with the uni-
versity, but with the inventor himself. The lecture/seminar approach seems
o provide the forum necessary for clarifying issues and refuting misconcep-
tions held by faculty members -concerning patents. These seminars when
coupled with individual follow-up visits create the environment necessary
for the interchange of ideas yhich invariably leads to the generation of

an awareness of patents as an additional (not a substitute) means to
disseminate knowledge with the added benefit of providing the vehicle
necessary to move technology out of the laboratory. But there remains a
missing link: +the competent service necessary for completlng the cycle and
providing the momentum needed to keep the game moving. It is at this Jjunc-
ture that I would like to see Research Corporation again playing a leader-

. 'ship role, rather than merely assuming the posture of the middle man.

Research Corporation could assume the initiative and provide the necessary
services (an effective transfer mechanism) for the university community.

‘An effectlve transfer mechanlsm, as far as we’ are concerned mist prov1de

- at least the follow1ng elght services:

-1, - The mechanlsm must prlmarlly fulflll fhe'nceds of the inventor. It

must provide him with alternatives in addition to providing him with
both constructive and prescriptive advice 1f hls technology appears

S _to be unllcensable., . IR N

f2;¥TThe mechanlsm must . prov;de the university communlty on the whole Wlth

the means to understand the economics and problems-inherent in commeér-
- cialization, and must emphasize the importance of the patent as the
f\_vehlcle necessary for the 1ndustr1al 1nterface.
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3. ‘The mechanism must be cost-effective, not only for the university, but
also for Research Corporation and for any other organization which is
1nvolved . .

4. The mechanism must provide in-service program development and direct
consultation for university patent administrators.

5. The mechanism should provide a '"professional evaluation" of the
technology by a person who sees more than just ten or fifteen dis-
closures in a specific area in the course of his career, but rather
'by an individual who has the opportunlty to see up to 100 disclosures
in a specific area per year.

6. The mechanism should provide for the widest possible dissemination of
the university's technology. Industry should be made aware of develop-
ments or work in their areas of interest. In addition, it should be
emphasized that license agreements are but only one means to transfer

university technology. Universities are interested in developing contacts:

.for possible joint ventures, research contracts, fellowships, consulting
agreements for its faculty, etc. All of these latter interaction modes
serve the purposes of the university and may also contribute ultlmately

“to the transfer process.

“.+7. The mechanism should provide'government agencies with an effective means

.for, communlcatlng with. universities on policy and regulations pertinent
"to patents. In addition, it should provide for the representation of
the university's 1nterest with regard to the leglslatlve process.

8. _Flnally, the mechanlsm should provide insights for the university in
helplng to establish an industrial interface. It should provide guidance
in the negotiation of industrial research contracts, secrecy agreements,
etc.

' The transfer mechanism’I would propose can meet all of the above objectives.

The key to its ultimate success lies in decentralization. I feel the reason
why both of ocur awareness programs have been successful is due in part to

- our interaction with the faculty, our becoming more involved with their

research, and our becoming more "wisible' as a means for handlin atents.
g

-+ .Research Corporation should consider this same type of approach on a wider

scale. If it were decentralized, it could provide the same services it
presently provides, but could, in addition, serve as a focal point for
providing many additional services to the university community. The decen-

"~ tralization process I refer to above can be accomplished through the direct

cooperation of two organizations: (1) Research Corporation and (2) DHEW

7; - {(Norm Latker's offlce), and the possible (or optlonal) support of "host"
--.unlversltles. ‘ : : :
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Role ‘of Research Corpbration

The United States could be divided into six regions: one or two members
from the present Research Corporation staff would establish an office in a
major city in each of these regions (an alternative would be the establish-
ment of a regional office at an identified host university in each of the
six regions). The Research Corporation representative would act as a coor-
dinator for the region. He would identify a direct contact on each campus
in his region and provide a "wvisible" link to New York. He could also
provide the expertise needed for in-service patent awareness program
. development on each campus (these programs would be similar to the present
patent awareness .program - See Enclosure A), and serve as a consultant to
all universities in his region, attempting to increase their disclosure
rates. He could also provide material for a credit seminar course for
graduate and undergraduate students about the patent system and technology
transfer. He could be a focal point for govermment policy and regulation
questions. concerning patents, serving as.a communications link in the
government-university interface. Further, he would consult with universities
about their interactions with industry, and drawing on his wealth of experience,
suggest both traditional and non-traditional alternatives to aid in the
transfer of technology. (See Enclosure B) Finally, he would function in
his present patent evaluation mode within. Research Corporation to provide
the results of both patentability and marketability studies.

~Role of DHEW

One can easily deduce by reading the recommendations found in the report of
the University Patent Policy Ad hoc Subcommittee on Governmental Patent
Policy (July 1975) that the committee would like to see the university
transfer capabilities encouraged (Page 12). This report has recommended the
adoption of a policy that qualified universities may retain title to inven-
tions under & general institutional patent agreement (Page 18). The term
"gqualified university" refers to those universities which have a "strong
patent management capability to transfer university technology.'" Thus the

" type of program which is suggested might provide the necessary momentum to
bring the legislative process on this issue to a positive conclusion, In
addition, it would demonstrate to Congress and to the public that Research
Corpération has an acute awareness of the problems involved in moving

- technology developed under the present amnual 3.1 billion dollars of federal
'unlver81ty research and development funds into the marketplace.

.The DHEW (or a consortlum of government agenc1es) could provxde the initial
~ funds necessary for the program's implementation. A proposal for funding

- eould be broken down to cover expenses in three major areas: (1) decentral-
‘ization, (2) generation and implementation of an awareness program, and

- {(3) evaluation alternatives. (A proposed budget for these three areas can

- be found in Enclesure C.) o S
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" university on a half-time or quarter-time basis.)
- would be the most cost-effective way to implement and sustain the program
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Role of the University (Opfional)

The role of the "host university" is labeled as optional. Yet the
decentralization process could be best accomplished if the regional offices
were established on university campuses rather than in office buildings
which are removed from the realities of the academic world. The host
university would provide free office space in return for the coordination
of its patent programs on its campuses. (The Research Corporation repre-
sentative would work more specifically in conjunction with a university
employee who is designated for handling the patent activity of the host
This type of mechanism

during its evaluative period.

" Research Corporation would need to reexamine its structural organization.

The New York headquarters could remain as the coordination center, housing
the present grant program and -licensing acdtivity, and could still be the
coordination point for the patent evaluation program. Some members of the
present staff would rémain in New York, while the other associates would be
decentralized to coordinate the various regions. The regions might possibly
loock like this:

‘Bortheast

Midwest

Central

. University

of Oregon

South Northwest Southwest
“Conn. © Fla. Ohio . “Miss. . Alaska ‘Hawaii-
Maine - Ga. Wisc. ~ Alabama Oregon . California
‘Mass. La. N.D. Arkansas Wash. Nevada
N.H. N.C. S.D. Texas Montana N.M.
R.I. s.C. Michigan Oklahoma Idaho Arizona
" Vermont P.R. Minnesota Missouri Wyoming
Delaware Tenn. Indiana Jowa " .Utah
* D.C. . - 'Ky. - Illinois Kansas Colorado
© Maryland Va. . Nebraska - '
OR.I. C -
ONLY.
~Pa. " .
. W. Va. .
-~ Bostonm - . S.C.U. _C.W.R.U.. . VWashington University Southern
University B California

" The final and perhaps most important component would be that Research -

(1) Mode A:

f_Cofporation could provide more alternatives in their evaluation and
" handling of university-oriented disclosures.

Therefore, I propose three
acceptance mechanisms for consideration: : e -

‘The present patent acceptance_Program where Research
. Corporation would continue to accept for patentlng and
11cen51ng about 5% of the lnventlons disclosed to them.
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(2} Mode B:

The defensive publication program, where an additional 20%

‘of the disclosures could be accepted by Research Corporation

for handling. This mode would be used as an "alternative"
to0 a rejection based on the evaluation of Mode A. Inventions
which are on the borderline or inventions which have unusual
promise but no present market, or inventions which would be -
beneficial to mankind but in fact would never have a very

 large market could be accepted in this mode.

It should be kept in mind that in most universities if a
disclosure isn't accepted by Research Corporation or another
licensing corporation, the inventive concept will be published
and all future patent rights lost in addition to the benefits

the public might gain if the technology were patented and
transfered. Many times inventions evaluated by Research Cor-

poration aren't quite ready for the market, or the market-
isn't quite ready for them. This usually means the invention
will not be developed and marketed in the future if some
action isn't taken. We have worked out an arrangement with
two local patent firms to write "defensive" patent applica-
tions for between $300 and $750 depending upon the technology
and the scope of protection we desire. This gives us at
least six months to license the technology ocutright, at which
time we could write a continuation or continuation-in-part
application at no increase in normal patent cost. If we

can't license the technology in the six-month period, we can

convert the application to a defensive publication, whereby
we will at least protect U.S. rights for an additional 30-
month period. (See Enclosure D)

If this alternative is properly explained to the Faculty inven-

“tor, he views it as a mechanism of perhaps getting "some
“utility" in the future out of his technology. This is much

better than the complete rejection of the technology.  Besides,
if a mechanism like this were utilized by Research Corporation,

its acceptance rate could be increased up to 25% and it would -

" “only cost an additional $50,000 based on our filing fees and .

- your 1975 disclosure figures. This additional capital outlay

.r-by Research Corporation wéuld be greatly overshadowed by the

amount of credibility it would gain in the eyes of the_univer—.
sity faculty member. TFurther, this type of mechanism would

. work especially well in attempting to license mechanical or

% figure.

7_i ?f¥ (3);,Mode”C3‘

"electrical inventions where your present acceptance rate,

according to my understanding, is much lower than the stated

The review agreeﬁent program. This program would cperate on
the negotiation of a revolving disclosure agreement with com- .
panies representing several basic areas of technology. -(This

. process would closely resemble the screening agreement the
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corporation presently has for the evaluation of pharmaceuticals
and .chemicals.) The companies would review the technology for
possible licensing and agree to a five-year period of secrecy
based on the disclosure of the inventive concept. After the
evaluation they would prov1de Research Corporation with the
report summarilzing their view of the state of the art in
which the invention falls and the market as it pertains to
their organization. There would be NO Right of First Refusal-
to an exclusive license granted to the company. The company
would only be granted the opportunity to review the technology
and to comment on its potential commercial merits. If their
report is positive they could, at that time, make an offer

~which would then be considered by Research Corporation. At
least another 30-50% of the disclosures (again, especially in ~

- the mechanical and electrical areas) could be accepted under
this type of program. We have negotiated several of these
review mechanisms, and have found that the inventors are

. quite willing to accept them as a last resort or as an alter-
native to complete fejection.

Mode C would again be used as an "alternative" to rejection by
Research Corporation under Modes A and B. The advantages would
‘be that almost all disclosures could be accepted and the faculty
inventor would see {by the industrial reports) that his inven-
tion is being given serious consideration by industry. If
.the reports of several companies are negative and the techno-
logy appears unlicensable under Mode C, then the impact of
the rejection of his technology would again not be coming
from Research Corporation, but from the marketplace itself.
The- inventor wouldn't be able to directly "blame" Research
Corporation for the failure of his technology's entrance into
the markeiplace. He would have to conclude that the market
is the culprit. Thus, with this feedback (prescriptive advice)
he could, if he chooses, de51gn hlS own alternative to intro-
duce hlS technology

These three modes-wouldsprov1de every reported university invention with a -
more complete range of exposure techniques in an attempt to address all
- possible alternatives for transferlng the technology. It would showcase.
. the university technology in all stages of its development and provide
1ndustry with a variety of alternatives to interface with the university.
. This two-way street could result in a more productive utilization of
government research dollars by maximizing the possible avenues to transfer N
'rthe frults of sc1ent1f1c 1nves+1gatlon. : R s ~v-'~~mw-~~;~ ot e

. Flnally, I would llke to address the- difficult questlon of 1mplementat10n..
The ideas presented have centered around three concepts: decentralization,
awareness, transfer mechanism. If one truly desires to provide a complete
service for the university community, the question of decentralization

- _vshou;d_be_given:serious consideration. It provides the important one~to-one |
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relationship necessary for the effective and continual operation of the
avareness and transfer phase of the program. 1In addition, it provides
the momentum necessary for its continued success. Unfortunately, to
" decentralize one's organization would probably mean some very hard deci-
sions concerning policy; and since time is of importance due to a variety
of present legislations, a decision perhaps on a short~term approach
could be considered. The short-term approach would include "trial
decentralization," expanded patent awareness programs, and increasing
alternatives in the evaluation mode. Limited decentralization would be
-evaluated as to its effects on the transfer process over a three-year
.period. Three regions, instead of six, would be established (East,
Midwest, and West) and only selected universities in these regions
chosen as control sites for the ‘implementation of the modified programs
- for patent awareness and evaluation alternatives. At the completion of
the three-year "trial decentralization" studies decisions on expansion
. to six regions and the enlargement of university participation could be
- made based on and modified by the analysis of the initial "trial™
program.

To summarize,

Thesis: 1. The disclosure rate can be increased through a patent aware-
ness program, but if the program is to have any longlasting
effect, it must be coupled with a long term technology

- transfer mechanism which is beneficial to the faculty inven-
tor.

2. Research Corporation, in conjunction with the DHEW, could
provide such a transfer mechanism as stated in (1) above for
about 95% of all U.S. and Canadian universities without
adversely affecting its present patent evaluation program in
either quality or cost.

3. The key to the success of a university transfer mechanism is
decentralization of staff and the providing of alternatives
1o the present patent evaluation program which Research
' Corporatlon administers. :

Organization and Obligation:

‘ 1,-7Research Corporation could become the visiblé, regional
. coordinator for campus activity. It could provide the .
" expertise to coordinate the region's services and carry on

with present evaluation and the proposed alternative evalua- . . __ |

_tion mechanisms. This would mean decentrallzlng from one to
two associate dlrectors to a partlcular region.

:1;ﬁ:2.-_The goveroment agencies'would provide the initial funding
...-.‘ necessary to set up the program. More specifically, they
"j:jwould provide the funds necessary to set up the. awareness




program on. university campuses in each of the regions,
decentralize, ‘and provide for alternative evaluation modes.

‘3. {Optional) Host universities would provide office space in
return for more specific services from Research Corporation
associate directors.

4, -Other universities in the region would identify a university
" contact for patent reporting and coordination on their campuses.
This would close the communication link,

Services: The transfer mechanism would provide:
l.: A visible 1link for university technology transfer.

.2. Coordination of patent awareness programs on various.regional b
campuses primarily through the identification of a university
patent coordinator.

3. Associate director would function:-as a consultant in the
university's attempt to identify patentable technology.

4. Provide materials for the development of a patent seminar
course for undergraduate and graduate students.

5. Become an interface for govermment and university interactions
on policy, legislation, and implementation.

. . 6. Become a consultant to help foster, facilitate, and stimulate
' industrial-university relations.

7. TFulfill its present function as invéntion evaluation, but
' provide alternatives so that every effort p0551ble is made to
- transfer unlver51ty technology.

In conclusion, I would remind you that these ideas are offered merely as an
© outline for generating a feasible proposal to fulfill the void or to take
ﬂthe next step in the process you have initiated through your NSF patent
" awareness program. ‘ : -

Thank you for the time you have taken to read fhrough this lengthy presenta--
tion. I hope some of the p01nts I have raised w1ll create lssues for further

g dlscu551on. . “ , 7
_j',’; o . ,;,5 1;"[.‘f :"' : . Sincerely,
“Encloswres | - George

.-ecc:  Norm Latker = . o o ':j _: } f»Assis
™ Allen Moore . B TR T
. Larry Gilbert

-Ed MacCordy




ENCLOSURE A

Proposed Modifications of the Present NSF (RMIP) Patent Awareness Program

The following comments are offered not as a critique or a criticism of the
present awareness program, they are suggested as mere observations made by
a participant in the present program, without the benefits of the planning,
knowledge, and experience you have gained through the implementation of the’
present progect

The program as outlined below could be presented at 180 universities. Each

of the siy region coordinators (Research Corporation representatives) would
help in the implementation of an awareness program at 10 universities in his
region per year over a three-year period. The. program at each university would
‘last for two years and would require the involvement (on a part-time basis--
eighth- to quarter-time) of an identified university patent manager.

The proposed brogram would closely resemble the present NSF program in that

its basic components would still be: (1) a research review, (2) indoctrina-
tion, (3) follow-up visits, and (4) evaluation.

Basic Modifications

~ 1, The development of an in-service program for the identified university
.patent managers. The university patent manggers, under the guidance
of Research Corporation representatlve would develop, during the course
of the seminar, an awareness program specifically tailored to the needs
of his academic community. The university patent manager would then
take this program back to his campus for implementation. The success
of any awareness program will be modified to a large extent by the
indoctrination, knowledge, commitment, and leadership the university
contact (patent manager) can provide to his faculty. The education

of the university patent manager before his faculty members can provide
two distinct advantages.

a. Thrdugh the on—campus seminar program the faculty members will come
" .to recognize the patent manager as the person who has the responsi-

- 'bility for patent activities on their campus, and as the person they

'“j'can go to with questlons concernlng technology transfer. :

o b.:”A larger segment of the educational communlty could be reached
7'ﬁ_:through this approach (180 un1vers;t1es as compared to 8)

24 -Changlng the present lecture/semlnar format to a seminar format w1th
" the simultaneous development of a faculty patent handbook. This handbook
‘would address many of the issues presently handled in the lecture portion
- of the presentation. In general, faculty members resent being lectured
- about an important area of their educational development they have
~neglected. Their lack of familiarity with patents stems, in most cases,




from a variety of misconceptions and unfounded prejudices. The seminar
should be aimed at removing these hangups, adding clarification teo the
issues which are of importance to them, and stimulating discussions
aimed at how their present research might benefit through the use of the

‘patent system. Further, the present lecture format, in most cases, is

counterproductive by antagonizing the faculty investigator and putting
him on the defensive to justify his present mode of operation. The same
lecture information can be formatted into a faculty handout which would
be of greater value as a "teaching aid" once the inventor is properly.
stimulated and sees some value in the patent system. '

- Proposed Program's Components

1.

Preliminary research review of region's present and past research

activities.

The first step would involve the gathering of research data from each

of the participating institutions, data analysis, and the final for-
matting of the data in order to provide a descriptive picture of the
region's activities on the whole, while more specifically detailing
each of the particular participants. The results of this process
would then be used in helping to individualize an awareness program
for each of the participating 1nst1tutlons.

Curriculum design
The second component of the program would be broken .into three areas:

a. The development of an in-service program and the corresponding
agenda for a 2-day seminar for the university patent managers.

b. The development of basic formats for the university seminar
- programs. Thi$ would involve generating teaching alternatives,
" methods, visual aids, techniques, etc.

" ¢. The development of a useful faculty handbook addressing issues

~which are of importance to the faculty member and refuting many of
the 0ld wive's tales presently held by the academic community.

;In—servlce program

The university patent admlnlstrator (lO for each reglon) would attend

,;‘fa 2-day regional seminar. Day 1 of the seminar would be aimed at
. educating or 1ndoctr1nat1ng “the administrator so that he could effective-
“ . ly participate in the design of the patent awareness program he will be

.. presenting on his campus. Day 2 would essentially be a workshop in which
-a discussion of concepts, techniques, and approaches are presented. Based .

on his newly acquired knowledge (Day 1) and the review of alternative
approaches for developing his seminar, he, in conjunction with the

-Research Corporation representatlve and modified by the data available

from the preliminary research rev1ew would construct the semlnar for his

- unlver51ty.



Program Consultation

" The Research Corporation representative will travel to each of his

region's 10 participants on the first day of their awareness program
to help with the program's initial implementation. .

Visitations

The Research Corporation representative will make two additional visits
(each 2 days in length) at each of his 10 participating universities
during the remainder of the first-year period. The purpose of these
visits will be to construct, to advise, and to help in the follow-up
portion of the program. The "follow-ups" during the first year will be
conducted monthly by the university patent manager. The structure and
substance of these "follow-ups" will be determined to a large extent
by the success of the seminar portion .of the program.

During the second year of the program four visits (each 2-days in length)
will be made to each of the 10 participants, again, to help with the
"follow-ups'" in addition to providing an opportunity for gathering data
for the evaluation of the program's impact on the university.

Evaluation Report

The generation of six regional and one final report aimed at evaluating
the. impact of the patent awareness programs.
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ENCLOSURE p

Traditional and Non-Traditional Modes

Interaction Alternatives

License Agreement
"~ Joint Development (Venture)
Research Contract
Consulting Agreement
Fellowship
Sponsored Bntretreneurshlp
. Venture Capital: Arrangement

*

Rationale for Considering Alternatives

Research Corporation, to the best of my knowledge, has always attempted to
transfer technology through a traditional license agreement. This mechanism,
while undoubtedly the safest and perhaps the most financially rewarding, does
create certain obstacles for the university commuriity. Generally a patent or
patent application must be used as equity for obtaining various financial
positions in transfering technology via this route. This implies thet a

‘monetary commitment has to be made for the drafting and prosecution of an
~application; because of the high cost associated with patents, the process
_.-becomes qulte selective. .Thus, decisions on filing become closely related

to the invention's marketablllty, while considerations of the invention's

potential benefits to mankind and/or the progress of science become secondary.

Since the patent system 1s an.extension of the industrial market, the univer-
sity, if it desires to participate, must play the "game" according to the
rules of industry. This suggests that marketing data will be used as the
primary criteria for determining what university developments will be made

.available tc the public. Therefore inventions which have low development
costs, fulfill some need, and have a large volume of potential users {or

some other appropriate combination of these elements) are more likely to be

accepted for patenting and licensing. Unfortunately a large volume of "valu-.

able" university technology'doesn't=easily fit into this framework. Further,
it is basically due to these criteria that many university types are reluc-~

'-ftant ‘to participate in the "game" because the goal and philoscphies of the
- university communlty are out of synchronlzatlon with those of 1ndustry with

regard to these issues.

Whlle‘the present licansé agreement mode of transfer appears to be the only
realistic way Research Corporatlon can interface with the university, some
consideration should be given to other modes of transfer (non-traditional
modes) which are more in tune with the university's missions. You might

find that your ploneerlng efforts in these areas, while they might not always

"‘be. flnan01ally rewardlng, may turn out to be the most beneflclal

In many instances unlverSAty inventions are in such an embryonlc stage that
. the patent/license mechanism is completely unrealistic. Since the ideas are

L e e A e
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considered valuable, cohfidentiality becomes a primary consideration, thus
minimizing the opportunity for obtaining the necessary developmental funds.

Yet equitable arrangement for transfer can still be negotiated if other

alternatives to licensing are considered. Due to the depth of experience
found on your present staff, Research Corporation can provide considerable
leadership and consultation for the university in the exploration of these
transfer alternatives (especially for inventions Research Corporation
accepts under Mode B and Mode C).

You could be of enormous help in the identification and initiation of
university-industry interface situations where joint development arrange-
ments can lead to the introduction of university-conceived technology.

By creating these interface situations you can relate groups which have
common areas of interest. These interactions can lead to industrial-
university joint proposéls to the federal govermment for the specific
development of the technology and its expeditious entrance into the market. %
Since royalty rates are usually much lower in these situations and since
Research Corporation's capital outlay is also at a minimum level, your
sharing rate for successfully negotiating a joint developed agreement
would be considerably less (25-20% net income). Similarly, you may be
responsible for successfully coupling a faculty member's work with an
industrial interest which results in a research contract (with, of course,
an appropriate clause granting the sponsor a First Right of Refusal to

-a license agreement of which you would again share at a level of between

15 and 10% of the net income). Further, while Research Corporation would

not share in the successful arrangement of fellowship and consulting agree-
ments, their efforts in bringing these types of interactions to fruition

would not go unnoticed by the academic community, especially by the recipients.
These fringe experiences with.industry may lead to more important developments
in the future. All the interaction modes which have been outlined up to this
point wouldn't impose or generate an appreciable increase -in your present

work load. They could be handled or explored by an a55001ate during the

course of a normal 1nvent10n evaluation.

Finally, the last two modes, Sponsored Entretreneurship and Venture Capital

" Arrangements, should be given serious consideration because they can be
implemented through your present business operations. Sponsored entretre-

neurships would result from well-thought-out business endeavors where Research

. Copporation would provide (through its grants program) a certain percentage

of ‘the seed capital necessary to introduce an invention te the marketplace.

Upon the technology's successful entrance and acceptance, decisions could

be made as to continuing the enterprise or simply seeking a company in a
similar area of expertise to buy out the operation. The profits that would

- be generated through these endeavors would be channeled back into the grants

program, or perhaps a special fund for sponsoring other ventures. Perhaps

‘other foundaticons can be solicited to support similar developmental efforts,

thus providing a wider base to obtain the necessary seed money. Another
alternative approach would be for Research Corporation to arrange for the
establishment of private entretreneurship endeavors by bringing sources of
venture capital together with the entretreneur (the university inventor).
Research Corporation, for its efforts, would retain a certain percentage of

-._the new .fledgling company. Again, profits from these endeavors would be



c¢hanneled into the grant and patent programs. (While these alternatives look
attractive, I don't have any handle on how these interaction modes would affect
your present tax structure or if these types of relationships are legal under
your present tax structure.)

While I'm far from having the necessary answers on implementation and main-
taining these interaction modes, I would like to pursue these courses further.
The important thing is to recognize that Research Corporation can interact in
other modes if it so desires and if it is willing to explore non-traditional
avenues. :

¢




ENCLOSURE ¢

. Budget Prospectus

Funds from outside sources(s) must be identified and secured to implement
“the changes I am suggesting. Perhaps the DHEW or a consortium of govern-
ment agencies would be willing to support a program similar to what has
been proposed for a2 period of three years in order to adequately evaluate
its impact on the transfer of govermment-funded university technology.
-Thus, the program has been broken intc three components in order to
identify its possible costs. These components are:

1. Tunds for decentralization

2. Funds for Patent Awareness Programs
3. TFunds for alternative evaluation mechanisms,

Decentralization

If six regional offices were established and staffed by present members
of the Research Corporation, it would probably result in a 10% increase
in the company's costs of operation.

If Research Corporation's annual budget for general and administrative
expenses was $1,000,000 (actual $783,432) then the costs to decentralize .
over a three-year period might total as much as $300,000. It would be my
recommendation that these expenses be shared equally between Research
Corporation and the funding source. (This would certainly demonstrate
Research Corporation's COMMITMENT to the success of the project.) Thus,
a request for the three-year period would be in the area of $150,000.

" Note: Several alternative factors may result in the fluctuation of this
- figure by as much as +30%. These factors would include the use of
"Host Universities," the hiring of part-time consultants to help
man the reglonal offlces, relocatlon expenses, etc.

; Awareness Program

o These flgures are based on calculatlons for programs at 10 unlver31tles in
‘each of the SlX reglons._

-1, Prellmlnary research review of Peglon s present and past research
'act1v1t1es.‘ :

"'a.-]Gathering present research data from each of

‘the participants (through correspondence) - 60 hrs. @ $50 $ 3,000
_-b. Study and analysis of data ' C _“}‘ 'f 2uo'hrs. @ $35 - 8,400
Clerical formattlng of data R 360 hrs. @ $12 : .14,320

Total:. 15,720




. Program consultation

”;:,;_Year 1.

Curriculum design for in-service meeting of university patent managers
~and actual university seminar program.

a. In—service program development . - : $ 3,000%
b. Uni&ersity seminar program | : n ,; ' 3,boo§
C. _Péculty handbock development o _ F 3,000
d. Faculty handbook | 60 @ $300 18,000

Total  $27,000
#The 56,000 of (a) and (b) would be used to modify the program
for Year 2 and again for Year 3. '
In-service program
a. Expenses for univefsity patent administrators (2 days)

Travel 60 @ $100 $ 6,000

Room & Meals 60 @ $100 6,000
Meeting Facilities 30 @ $250 : 7,500

Program 6 @ $1,000 6,000

Total  $25,500

a. ' Visit by associate (1 day) to each universitj to help

_ initiate the seminar program.

. Travel . 608 s100 - .$6,000
" Room & Meals 60 @ $ 50 3,000

 Total ~ $9,000

visitations

"a. Two visits by associate (for 2 days each)} to each

* ~university to help in the follow-up phase during
S Tpavel 120 @ $100 . $12,000
©.. - Room & Meals 120 @ $100- -, l?,OQO

" $94,000




5. b. .Four visits by associate (for 2 days each) to each
‘university to help in the follow-up phase during
Year 2.

Travel 240 @ $100 $24,000
Room & Meals 240 @ $100 24,000

Total -$48,000
6., Evaluation and report
a. Evaluation and report by each of the
© six regions.
- 6 € 53,000 $18,000

Total $167,220

Year 1 = $167,220

Year 2 = 167,220
Year 3 = 167,220
$501,660

+ 8,000 TFinal Project Report

- 8509,660  TOTAL

Evaluation Altermatives

As the number of disclosures for evaluation goes up, the costs for acceptance
under Mode A will also increase. These costs will be totally the responsibil--
ity of Research Corporation. Likewise, there will be no charges made to the
grant for any inventions accepted for transfer under Mode C. Mode B (defen-
sive publication program), on the other hand, will generate a significant

' increase in the costs of Research Corporation's evaluation program. Since the
project will attempt to evaluate the effectiveness of this acceptance mech-

- ansim as an alternative in the transfer pocess, it is proposed that the costs

1nvolved to 1mplement and evaluate thlS mode be 1ncluded in the- proposal
'-,Therefore,

Year l based on 20% of 800 disclosures (an increase of 50 per region
due to the awareness programs )

o 165 proposals accepted under Mode B :
. @ $500 . o . . .~ $ B0,000



Year 2, based on 20% of 950 disclosures (an increase due to
' awareness programs)

190 proposals accepted under Mode B
@ $500 , _ $ 95,000

Year 3, based on 20% of 1100 disclosures (an increase due
to awareness programs)

220 proposals accepted under Mode B
@ $500 ‘ $110,000

_Evaluation Report T 5,000

Total $290,000

Summary

1. Decentralization $150,000
2. Awareness : _ 509,660
3. Evaluation Mechanism 290,000

Total for 3-year program $949,660
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Rule 139. Walver of patent rights

An applicant may walve his rights to an enforceable

palenl based on a pending patent application by filing in
the Patenl Office a wrillen walver of palent rights, a
consent to the publication of an abstract, an authorlza-

2

e
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A patent is-a grant by the govcrnment tha! gives the
patentee the right to exclude others from using his inven-
tion. In return, the patentee discloses his new discovery to
the public. Thus a patent is both an intangible property
right and also a written description which servés as a pub-
lication. The description concludes with claims which de-
fine the “metes and bounds” of the rights granted.
Now when an invention is brought to the attention of
“management,” be it industry, the university, or the in-
_ventor—qua entrepreneur—the following options in addi-
tion to the p0551b111ty of patenting, present themselves as
means for protecting that invention:
e common law protection in the form of a trade secret
» publication, public use, or sale which prevents orhers
~ from getting a patent monopoly '

-« “protection in the form of a U.S. Patent Ofﬁce defen- '

" sive publication .
We are here concerned with the nrotection offered in
the form of a U.S. Patent Office defensive publication

Lawrence Gilbert, Director of Patent
'Administration at MIT since 1970, is
a patent attorney out of Suffolk Law
School. He did his BA at Brandeis
and his MA at Thunderbird (Now
American) School of International
Management, and has since special-
ized in licensing—though early in his
carcer he did write cases on “every-

", thing buf chemicals.™ A weekend
Journcyman carpenter, Gilben ¢laims
that his wife is “much more inter-
esting.” She's a judo instructor.
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The defensive publication program

tion fo open the complote appliéatlon to inspection by
the general public, and a declaratlon of abandonment
signed by the applican! and the assignee of record or

" by the allorney or agent of record,

program (hereafier THE PROGRAM). This form of pro-
tection may be obiained either for defensive or offensive
purposes. Defensive protection under THE PROGRAM is
sought when the 2ssignee (typically, the patentee is re-
quired to assign the rights to his invention to his employer
under the terms of his employment agreement) seeks 10
prevent another from obtaining a patent on the invention
lhereby assuring the assignee freedom to practice its own
invention. It is similar in this respect to publication in the
conventional literature.

Offensive protection under THE PROGRAM is also
possible, however. It arises in the case where patent pro-
tection can ultimately be obtained and enables the as-
signee Lo license the invention 10 olhers thereby earning
royalty income.

How THE PROGRAM works

THE PROGRAM can be exercised by filing a patcnt
application with a request to publish it pursuant to rule
135 of the U1.S. Patent Office Rules. This request to pub-

- lish must be filed within 8 months of the date the applica- -

tion is filed. The application is then laid open for public
inspection and the applicant provisionally abandons the
application. Applicant can, however, also retain the bene-
fit of the filing date and prevent abandonment, by filing a
continuing application within 30 months afier the date

“the application is filed.
‘Why elecl to publish under Rule 139

The major advantage of THE PROGRAM is that it re-

_duces costs. In'the case of a company that has received an

invention that can provide strong palent protection but .
that has limited commercial value or where the budget



may suggest protection by other means, THE PRO-
GRAM should be carefully considered. In'the case of the
university or independent inventor it probably should be
considercd in most cases,

“The cost reduction arises because once applicant elects
to publish within first eight months of filing an applica-
tion, he need do nothing further. The cost savings can thus
be up 10 50% or approximately $1500 saved per average
application. Another significant factor in reducing the
cost of filing is the need to append but a single claim to
complete the specification.

Normally, in the prosecution of a patent application,
there are two office actions, so called, in which the attor-
ney for the inventor and the U.S. patent examiner argue
the merits of the novelty of the invention in order to agree
on claims to which the inventor is entitled. If the examiner
allows claims, a patent will then issue upon payment of a
fee. Hence, the minimum cost reduction offered by THE
PROGRAM is the sum of the time saved by the attorney
in not having to draft a full range of claims, the cost of the
two office actions, and the patent issue fee.

Filing the continuing application

Since inventions of the un:versxty and thc independent
inventor are typically embryonic in nature, the Rule 139
election is ideal. The applicant will have 30 months from
the published application in which to determine the com-
mercig) feasibility or interest in the invention. Were he to
elect instead to publish conventionally in a journal, then
he would have only 12 months to decide to patent. After
that period, journal applicant would be precluded from fil-
ing a patent.

- Interference

Aninterference between patent applications or a patent
.and an application is a complex procedure within the Pat-
_ ent Office whereby a determination is made as to who is
the first inventor when two or more independent inventors
claim substantially the same invention. It is conventional
_ Patent Office policy in simple inventions not to declare an

interference between applicants if their filing dates are
more than 3 months apart (6 months in the case of com-
plex applications). There is the risk, albeit small, that in
the event of a declaration of interference by a Patent Of-
fice Examiner, the applicant, even if he wins the interfer-
ence, will not obtain an enforceable patent. In other

words, the interference procedure is available to the appli- -

cant for defensive purposes only, i.e., to prevent others
from denying him access to the art he has disclosed.

 'Usés of THE PROGRAM 7 |
A few examples will illustrate circumstances in which

~ the independent inventor, university, or company may
elect THE PROG RAM

'o@!f fthe .S, Paﬁem @'&ﬁ@:e

EXAMPLE }

An independent inventor discloses to his attorney a new
means for desalinating water which appears to have eco-
nomic promise.

First, the attorney will make a preliminary search
{~$100) to determine whether the disclosure is new. This
search cannot reveal any art represented by patent appli-
cations filed but not yet issued because ali applications are
held in confidence by the Patent Office.

Next, the attorney should ascertain how the inventor in-
tends to exploit his invention. The independent inveptor
rarely has means to exploit his invention; typically it is in
the form of a crude prototype, or experiment, The prob-
lem the independent inventor invariably faces in trying to
market his invention is confidentiality. Since he has limit-
ed financial resources, he may want to disclose his inven-
tion to a company prior to incurring the expense of prose-
cuting a patent. On the other hand, most companies re-
quire the inventor to sign a nonconfidentiality agreement
which in essence enables the inventor to rely only on pat-
ent rights he might obtain in the future. Although most
companies are only interested in obviating frivolous law
suits by the inventor, there is sufficient risk of loss of all or
some of the inventor’s rights to make most inventors wary
of such agreements. Hence, z filing is probably necessary
to enable the inventor to attempt to seek out possible ass-

-ignees or licensees. Using THE PROGRAM minimizes

the cost of fully prosecuting a patent while affording the
inventor ample time, up to 30 months, in which to find an
interested party and/or further develop the invention
while still maintaining his ability to patent.

EXAMPLE U
- A professor has developed under a government grant, a
new process to make a useful monomer. Under terms of
the grant, the university takes title, granting to the Gov-
ernment a royalty-fee, nonexclusive license.

Our professor has demonstrated feasibility and has
some test data but much pilot work remains (0 be done. A -
postdoctoral student whose thesis describes the invention -
is available to assist in further development if industrial -
support can quickly be obtained. The university has re-

-ceived a disclosure of the invention from the inventor in
- accordance with the terms of his employment agreement,

but has not as yet filed an application. Accordingly, our
professor directly contacts various compantes that make
and for use this monomer 1o proposc a joint-development



" program, disclosing his invention on a confidential basis,
Although this is not normal procedure for the university,
compenies arc more willing to consider university infor-
mation about a new development than they would be to
examine an unsolicited disclosure from an unknown inde-
pendent inventor. In this case, confidentiality is a prereg-
uisite to outside disclosure because the concept, while
novel, is so sxmplc that it would enable others skilled in the
art to conceive readily of other patentable embodiments
not yet developed by the professor. Furthermore time is of
the esscnce since a patent must be filed within a year of
publication of the thesis that discloses the invention.

Now if a join1 developer is found, option monies can be

- used to pay for patent prosecution. However, where efforts
to find 2 partner fail, the patent can be kept alive cheaply
by filing with the intent to make an election under THE
PROGRAM. During the 8 months following filing, the
university can séek out licensees on a nonconfidential basis
relying on whatever patent rights it may subsequently ob-
tain. Finding a licensee during this period would obviate
the need to elect THE PROGRAM.

I no licensee has been found within about 6 months of
filing, the university can contact an organization that pro-
vides technology evaluation, filing, and licensing services
1o universities, and can offer to assign its foreign righis 10
‘'service organization if it agrees to pick up the cost of the
U.S. prosecution. (In this case, only limited foreign rights
may be available in view of the thesis; hence, other ar-
rangements could be negotiated.} Should the service orga-
nization accept the offer, again there would be no need 10

" _elect THE PROGRAM. If the service organization turns
down this offer, the university can still elect THE PRO-

- GRAM. The university will then have 30 months from the
date of the application to locate a licensee or attraet sig-
nificant interest before a decxs:on to file a continuing ap-
plication must be made,

Failure to file the continuing application within the 30-
month perioll will result in waiver of all rights to an en-
forceable patent, but will prevent others from obtaining
this presumably basic patent. Our professor can then
never be excluded from practicing improvements that fali
within the purview of this now unenforceable case. The
application will be expressly abandoned 5 years from the
date of the original application. Six months prior to the
end of the 5-year period, the university shou]d notify the
Government of its intent to abandon.

Suppose a company had expressed strong interest in

_ taking a license. In that event, a continuing application

should be filed, preferably just prior to the end of the 30-

month period. The continuing application could include

whatever new information the inventor may have gencrat-
ed since the application was initially filed-—in which case,
normal continuation rules will apply.

There is a risk, albeit small as previously described, that
no enforceable patent will result if an interference is sub-
sequently declared by the Patent Examiner. Obviously,
this possibility poses a risk to the licensee but not a sub-
stantialty different risk than any licensee undertakes that
the application when issued may subscqucntly be declared
invalid.

By using THE PROGRAM, an organization with 6-10
filings per year can save up to $15,000 per year.

EXAMPLE Il

An employee has developed an improvement 1o instru-
mentation owned by the company. Although a minor in-
novation, it appears that strong patent protection can be
obtained. However, the firms patent department is al-
ready committed to filing several disclosures and has a se-
verely strained budget. In this situation, THE PRO-
GRAM presents a viable alternative,

It is possible again that election of THE PROGRAM
could provoke an interference in which the firm might
wish to participate in order to keep its channels to the
marketplace open. Since interference procedure, even be-

. fore the Patent Office, can be guite expensive, the firm

should consider this step (or such a procedure)} onlyina
clear case warranted by all attendant circumstances.

General use of THE PROGRAM

Since everyone supports reduction in cost, one might
expect that THE PROGRAM would be a great success
and well used. Well, it’s not. The fact is that it is seldom
used. The reasons are less than clear but let me offer a
few: A

+»« THE PROGRAM is not well understood.

« Patent attorneys prefer to carry to a conclusion the
adversary proceeding with a U.S. Patent Examiner.

= Patent Attorneys tend to view the patent process pri-
marily from a patentability and not a commercial
standpoint.

« Corporate patent counsel(s) want to maintain or in-

crease their budgets.

¢ There is fear of loss of enforceab]e patent rights in

the unhke}y event an interference is declared.

e Thereis fear of loss of fore:gn rights by virtue ofthe

publication.

As in any cost/bencfit analysis these dlsadvantagcs
must be balanced against cost saving advantages. More-
over, these disadvantages, while possible, can be avoided

". or minimized. In the case of the independent inventor and

the university, cost is usually an overriding consideration
and often leads to no filing at all. Traditional defensive
publication in a journal may be appropriate in many
cases, but it is difficult if not impossible to know whlch n-

vention may reach the marketplace.

An example of the loss that patent inaction may engen-
der is the case of a midwestern university that developed a
new antibiotic compound and published the results, There
have been no takers because the pub]lcauon resulted in a
bar to any patcm filing. and therefore is a disincentive for
any firm to undertake the costs of a new drug introduc-
tion.

Author's address: Direcior Patent Administration, Massachusetts, Insti-

tute of Technology, 77 Massachusetts Ave., Room E19-702, Cumbridge,

Mass. 02139, Background reading source: Sperler, Philip, Boardman,

Clark, “Intcllectual Property Management.™



