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Dr. Betsy Ancker-Johnson

Chairman, Copmitiee on &overnment
Pate*t Policy _

Depertment of Commerce

Room 3862

Washington, D.C. 20230

Dear Dr. Ancker-Johnson:

~This s in respouse 10 your invitation to all Cormitiee members for
additional agency commenis on the Cammi@tee s January 6, 1576
preliminery indication to pursue option 2{b) peraitting Covernment
contractors to retain an excliusive license in inventions they
generate in perforimance of Government-funded research and Leveiep-
ment contracis. : '

My review indicates that the differences between the title and
exclusive license options appear to be more serious within HEW
than could be highlighted and discussed in the limited time available
2t the Januarx 5 meeting.  This is espe scialy true wnere the canufartsy
will nol himsedf deliver the invention to the marketplace but wust
ticense & thirg pariy o atiract the risk capital necessary to accome
plish such delivery., Unile such licensing by an industrial coniractor
' way pe infreguent, 1% is a primary and rapidiy-growing mechanism in.
bringing university and non-profit institdtion inventions to the
marketpiace. ‘ o o

o Historically, university and cther ﬂ@h*pvﬁfii research institutions
_ gﬁ“*“ws?y utilize the services of elfther (1) an in-house but separately-
incorporated patent msnagement orgenizaiion, such as the Wisconsin
Alumni Research Foundation, or (2} a nationwide non-profit patent
penagement organizat tion, such as Resesrch Corporation, whan invelvad
in Pabeﬂt Iefpﬁ, nq for the pu?peﬁa of technology. r?ansfe?. :

Fr ditionally these paceni menagenent creanizatzcns have reou1red
assignment of title from the univer51tj and nen-profit crganxzat10ns
. they serve. 1 am advised that assignment of title is considered

i -essential in order to negate any appearance that the patenti manage-

- ment organization is aecting as an agent rather than the owner of the
Ciaventien.  An agency relationship with the patent titleholder raises

- the question of whether the non~profit patent management organization
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1% is licensed to practice law, 2) can maintain 1ts tax exempt status
since there is an appearance of seiling a service to the public wn1ch
is unrelated to its charitable purpcse, and 3) can succésaau1iy deal”
with potential licensees who attempt to negotiate directly with the
prinaipal in order to obtain better terms. While 1) and 2) may pose
no problems to industrial contractors, 3} mey impact equaliy on
industrial contractors seeking to license their rights. Whether one
deans these problems insoluble or not, the assignment of fitle is a
reauirement of existing non-profit patent management organization,
and attempts to change the estabizsh&ﬂ proccdure will, no doubt,

mzet with resistance.

In Tight of the above, we consider the 2(b) opiion %o be an upaccept-
able course when applied fto universities and non-profit ovcanizations.
Although applying the 2(b) optien o industrial contractors who thems

-seives will be delivering tu the marketplace may have lesser compli-

cations, we perceive other probisms in that arsa, which should be
considered prior to pursuing the 2(b) option further.

In this vregard. some undersianding of what will transpire at the time
an exclusive Ticense terminates must be reached. If it is intended
to return management of a substantial number of inventions to the

. Government after an exclusive Iicense ends, we envision substantial

administrative difficulties in bringine the denartments and agencies

- 6f the Executive up-to-date on the exclusive licensee's experisnce

in the marketnlace before the Govermpent could grant additional

- Hcenses.  Further. we believe that a policy reauiring the Government
~to assume the responsibility of granting nonexclusive Ticenses after

the exciusive license ends will a#ct as an additional disincentive to

the involvement of university and non-profit organizations in techno-

Togy transfer.  This result s but the natural consequence of dlwin-

“ishing prospects for income from nenc%cTusiva Ticensing.

CIn conclusion; we must advise ?nat, in our Gpiﬁiﬂﬂg the Z(h} cpt*on

is more than cosmetically different from the 2(a) option,‘cspec%aliy

a8 it appltes to the university and non-provit research sector.
o7 This option should not be pursued further withcut a fuller exami-

“o pation of its ramifications. It is suggested that the protection af-

~ forded by the Government through the use of option 2(b) rau?d as easily be
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S obta1ned by perm1tt1ng coﬁtractors to retain title subaect to we]l
.- defined march-in rights. Such a policy would come closest to
~ creating the optimum conditions for contractor participation in
- Government research and development and ultimate utilization of
~its results without the adminisirative costs.high]ighted above,

S Slncere1y Yours, . oo
..-w—-""/l /k’“ : /",/.- B
(,_—jf/"— "‘”W it
Dr. Lowel#d T+“Harmison . .
"Special Assistant to the
Assistant Secretary for Health
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