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REPORT
. OF
UNIVERSITY PATENT POLICY
AD HOC SUBCOMMITTEE

1. THE SUBCOMMITTEE'S ASSIGIMENT

The President's Statement on-Governrent Patent Policy stresses
that inventions resulting from research fTunded by the Government -
constitute a valuable national resocurce, and that the public interes
requires that efforts be made to encourage the expeditious develop-

‘ment and civilian use of these inventions. The Subcommittee was

established to recommend a patent policy which the Government should

- follow in its research and development activities with universities

and other -nonprofit organ1zataons

. The importance of this assignment is ev1denbed by the substant1a}
- amount of research funded by the Government at universities and non-.
profit organizations.}/ For exampie, in Fiscal Year 1972, the Govern-

+

9

=

ment spent approximateiy 33.1 billion of the total $12 b11110n expended

on research and developmant outside its own laboratoriss on grant;
and contracts to unlver51t1es 2/ :

-1/ For convenience, "Universities and nonprofit organizations" shall

hereafter be refzrred to as “universities”. In this regard, see
IPPENDIX B, "Issues Upon Which the University Patent Policy Ad Hoc

‘Subconmittee Voted", where the Subcommittee discussed this matter

and voted to afford universities and nonprofit organizations the

affording special treatment to un1vers1t1es, makes no mention of.

‘nonprofit organizations.

“same treatwment. However, also note Szction 9(d)} (11) of the Federal -
Honnuclear Energy Re search and Developmont Act of 1974, which, while

2/ The distribution of such funds on an agency basis was as follows:

- HEW - $1 109,000,000 . USDA - $75,000,000
AEC - $032 000,000 . EPA . - - $31,600,000
NSF - $449 ,000,000 Interior -  $31,000,000
NASA - $288,000,000 - DOT - $26,000,000
Air Force - $228,000,000 Commerce = $9,000,000
Havy - $172,000,000 Justice - $6,500,000
Army - $97,000,000 HUD - .$5,000,000

National Science Foundation Repbrt - 1972 NSF 71-35, Table C-9



e e e e s
EE £
. L n .

3/ The Subcommittce at the outset of its ass1gnm°nt conducted a survey

- 2. - CURRENT PRACTICES OF THE AGENCIESEI

| Except for the agencies discussed below, Executive agencies
have trad1t1ona]1j interpreted the provisions of the President's

. - Statorent on Government Patent Policy or applicable statutes to require

" the use of patent righis clauses in grants or contracts with univer- ,
. sities to provide for either title in the Governient in the invention -
gererated in performance of such grants or centracts or a deferred

a2llocation of patent rights. The deferred allocation ciause : o
prov1des for deciding the allocation of patent rights until after .
an invention is identified. Under this policy, after the making of )
the invention, the university may seek to retain principal rights

in the invention, subject to the Tunding agency's agreement. Where

& title clause is usaed ownership. to resulting inventions are acquired
- by the Government. However, in many cases the clause, like the '

deferred clause, may permit the grantee or contractor to request and
retain the pr1nc1pa1 rights in the invention atter the invention has

- been 1dent1f1ed with the agency's agreement.

The Department of Defense (p0D}, the Departhent.of Heé1th,-

f Education, and Yelfare (DHEW), and the National Science Foundation

(KSF) have each adopted special patent policies and'regu]&tions vis-a-vis

~universities. DOD has applied the “special situations” provision of
- section 1(c) of the President's Statemant, and allows universities with

Yapproved patent po;1c1es“ to retain title provided the award does
not fall within sectien I(a) of the Statement. DHEW and NSF have borh
adopted special oslicies for universities implemented by Institutiona

- __Patent Agreements (IPA) with qualified universities, which provide that

uch universities may retain title subject to various conditions and limita~
tions. 4/ In the case of DHEY, its special policy applies only to grants.
Inventions generated under DHEY contracts are- SUbJECL to a deferred
allocation policy. The HSF special institutional policy applies to
grants and contracts. In any case, NSF and DHEY may except specific

~ awards from the operation of their institutional agreements.

of agency policies and practices vis-a-vis university patent policy.
The survey was previously submitted with the Subcommittee's
August 2, 1972, Report, and has been changad only by the formaliza- -
tion of the NSF Institutional Patent Policy in 39 F.R. 4]902 41985
and 40 F.R. 12819.

5/ Copies of the DIEW and NSF IPA s are set forth in APPENDiX M of
this report
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Both NSF and DHEW consider their'university policies consistent
with section 1{a) of the President’s statement, based on an early

~{nterpretation of this provision by the Patent Adv1sory Panel of the-

Federal Council for Science and Technology.2/ The Subcommittee
gives it great weiciht as a contemporancous 1ntnrprctation by persons
wbo were closely involved with its original development.§/

Of course, DOD, DHEW, and MSF continue to use essentially a
deferred sterm1nau1on approach with universities wa1cn do not have
IPA s or quallfled pauent p0]1c1es

5/ The Panel's interpretive statement; set forth in the 1965 Annual
Report on Government Patent Policy, reads as follows: "Examples
of exceptional circumstances cof the type contemplated by section
- ¥&) might be . . . where the public interest will be advanced
by leaving principal or exclusive rights to a nonprofit esducational
institution that agrees to administer inventicns in a mannsr dsemed

-

- by the agency to be censistent with the public .ruereah.

- 6/ The President's Patent Policy is founded on the concept that the

allocation of patent rights should be cetermined at the time a

- contract or grant is awarded., This policy contemplates a review
at {he time of each award to determine whether Saction 1(a) or
1(b) is applicable. Some agencies have adopted spacific procedures
to conduct this evaiuation. (See ASPR 9-107.4(bj and DOD Form 1564,
noted in ASPR 9-107.4(a)). Other agencies whose programs fall .

- basically under Section 1{a) have not "adopted proccedures for

- reviewing each award in the light of the President's Statement,

- but have operated on a presumption that all their awards are under
the ti{le portion of Section 1{a). Only where a special patent
vights problem arose was & specific determination made. Agencies
vhich have adopted the "exceptional circumstances" interpretation
of the President's Statement to include universities with approved
patent policies have also utilized the concept of a presumniion
that all awards to such universities fall within. "exceptional
circumstances” subject to a specific review or procedure for
exemplting specific awards where the agencies determine that excep-
tional circumstances are not present. The utiiization of this:
presumption for "exceptional circumstances" is considered to be

- consistent with the interpretation of and procedures utilized by
the agencies undcr the Pres1dent s Statement.
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3.  THE GOAL OF UNIFORMITY

. . Four basic approaches are now being used for the allocation of
patent rights under university grants and contracts, i.e., deferred
#1locations; title in the Government, with or without provision for

the contractors to reguest and retain principal rignts after the invention-

has been identified; recognizing universities under 1{c} as a special

situation, (DOD); and the OHEW/NSF Institutional Patent Policy approach

the i'resident's Policy is the need for a "Government-wide policy . . .
refiecting cemnon principles and objectives, at the same time re-
cognizing that need for uniformity in the area of patent rights

- must be subservient to the missions of the respective agancies.”

- In framing its recommendation, the Subcommittee has considersd the
differing missions of the respective agencies and the types of university
research which they support. In. the Subcornmittee's opinion, the differing
- missions of these agenc1es do not support the wide differences in- treatment

of a part1cu1ar university doing similar work for different agencies,

requ1rerents that hamper 1mp]enenuat1oq of the recopmnnaat1on
made in this report. .
. Furthermore, the need to arrive at a uniform university patent
" policy is supported by Governmental policies in adg}t1on to the
Presudont s Statement of Government Patent Policy. .

'Z{Fdr example, the following directive from Federal Management

Circular 73-7 was considerad by the Subcommittes to be a
_further mandate to seek a uniform Government patent pol1cy as
applied to untversat1es.

“lefer1ng administrative po?icies and practices associated
with Federal grants and contracts for supporting research at
educational institutions create confusion and additional admin-
istrative effort for educaticnal institutions, cause conflict
between the university community and the Federal Government,
and reduce the effectiveness of the institutions in performing
~the desired research.

Since many burdensome inconsistencies in Government Administra-
tive policies and practices can be removed without jeopardizing
the effective pursuit of the research efforts, it is in the
interest of both the Government and educational institutions to
remove such inconsistencies wherever feasible."

FHC 73-7, Administration of Colleqe and University Research Grants -
ﬁecember 19, 1973. 7 This was formerly OMB Circular A- 101.

“with selected universities. Yet one of the basic consideraticns und“zlxi ng

~ although it is recognized that some agencies may be governed by siatutory
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Accbrding1y, the Subcommittee has formulated guide]ines'to_'
fmplement a uniform Government patcnt policy for universities.

4. CRITEPIn CONSIDERED BY THE SUFCD%1ITTEE IN.ARRIVING AT 175
RECOM I TDATIONS ~ '

~ In arriving at its recommendations, the Subcommittee has attempted:
{c devise a uniform university Government patent pelicy within the
fropework of ths President's Statemant that emphasizes allocation of

piatent rights at the time of contract or grant utilization of inv nt1ons
;whi]e requcing the adininistrative burden to all parties involved. At

the same timz, the Subcommittee made ef:orts to ensure that the public
interests viould be protected :

. 6. THE FRRWF”ORK FOR CﬁﬂTERCTALTZATIOQ Of UNIVERSITY I EHTICSS

‘In order to arrive at a unafcrm patent policy covering the
inventive results of university research, an understanding of the =

‘nature of this research and the inventions which flow therefrom is
. jmperative. Accordingly, various characteristics of technology

transfer of inventions from universities to the marketplace and
barriers thereto were examined. Scme of the factors which were

~considered by the Subcormittee are set forth in this section.

‘A. - The Need for Commercializaticn by Industry

The most obvicus Tact that influznces the utilization of
university inventions is that these institutions do not engage in the
~direct menufacture of cemmercial enbodiments, and it is indusiry

-~ which must bring the university inventions to the marketplace. Hewever,

it is the observation of many who have studied the technology °
transfer process that inventions resulting from university research -

‘have not been delivered to the public by industry to the extent or

in the time expected when g?ns1der1ng the amount of research b=1ng
conducted at un1v°rs1tles"—

8/ For example, as early as 1912, Dr. Frederick Cottre11, vhose glft
of patent rights provided the original endowment for Research -
Corporation, spoke of this concern for "an intellectual by-product

.. of immanse importance” that was largely going to waste. This '
by-product of college and university wovk, recognized by
Dr. Cotirell, is “the mass of scientific facts and principals
developed in the course of investigation and instruction, which
through lack of the necessary coanmercial guidance and supervision
never, or only after unnccessary delay, reaches the public-at-

- large in the form of useful inventions, and then often through

- such channels that the original discoverers are quite foraotten.”

Address before the 8th Annual Congrcs§ of AppTicd Chemistry, N.Y.,
1912, as reported in Rescarch Corp;,'Quarteriy Bulletin, Summer 1974
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- . The President's first message on Science nnd Technology on
'Harch 16, 1972 expressed concern about this matter. For example,
&niong thn "urgont situvations” that led to and were reflected in _ g o

-this Message was:

P
i

-

"Continuing failure of industry, universities and Government
. to cooperate. in doveloping civilian technoiogy in the way
- they produced defense, space and atomic tools.”z

- Jhe Subcommittee bﬂ11eVﬁs that as to un1vers1t1es this failure
- can be attributed to the lack of an adequate mechznism to facilitate
the transfer of the inventive research results to industrial concerns.
- ~ Even where universities have patent protection, they may well fail to
- encourage the utiiization of their inventions if_an adequate, crgan14=d

effort to communicate with industry is not made. 10/

S o g B W e A, e e g B

8/ wuscientists Feet on U.S. Woes®, The Washington Post, p. A-1, Feb. 18,
1972, This article is based on a series of mestings batween the then
President's Science Advisor, Dr. David, and leading scientists and

"engineers. According to the White House Tact sheet issued with the

: President's Message, the rrﬂssagn was based, in part, on those discussions.

=20 Kisu, see Dr. David's article originally eppearing in The Waii Street

' - . dournal and reorinted in The Washington Star, August 4, 1574, entitled

" Miaking the #ost of Our Pregress in 1=chnoluoy“, in which hz finds
that "U.S. taxpayers dzserve more d1v1u_nds“ from Government-

ﬁg. . A ~ supported research and developm

ﬂﬁ/ For example, see the Proceedings of the Conference on Technolog1ca1
Transfer and Innovaticn, National Science Foundation - NSF ‘67 -
T . May 15-17, 1956, where various participants cbserved: “To transfer
scientific or technical information into spz2cific innovations requires
a certain amount of organized effort.” Further: . "The mere existence of
a body of research outputs and other techniczl knowledge is not, in itself,
- enough to result in significant industrial.isnovation." And: "In
sum, a good communications system does not just.happen accidentally;
- management must take deliberate, specific action te devise and
- keep open necessary communication channels. .1t must also give

explicit attention to its goals."

e
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" B.- Current Universitv Technoloay Transfer Proorams

Host’ un1vers1t1es transfer technology throuch personal contact
between scientists, attendance at Droress1ona1 meeiings, and scientific

~publications. But in many cases the mere disclosurz or publication of
. technology may not attract the expenditure ofr private capital io promois
‘utilization.. A few universities recognize the inadequacy of publications

or personal.- contacts to achieve utilization and have established an in-

- house management mechanism to transTer their inventive results to industry.

Another fairly large oroup of universities obtain similar services through
outside patent management organizations, such as Research*Corporation and
Battelle Deve}opmcnt Corporation. However, many of these universities co
not have techniques to jdentity or report inventions. The lack of cencerted
efforis to obtain invention disclosures, coupled viith the lack of a patenu '
manzgament organazat1on to promote inventions, has in the opinion of the
Subcounmittee resulied in less eifective technology transter than has orcurr

'at univer51t1es with active in-hou se pauent management programs.

There are indications that a number of universities, which here-

tofore have been relatively inactive in this areaz of technology transter,

are considering taking more active roles. For example, several univer-

- sities have initiated new efforis in the aresa, and severzl pthers
i1l be participating in & "patent awareness proaram” with Research
‘Corporation, which is being partially supported by the Mational Scigence

Foundation and the Department of Commerce. The interest that has .
been manifested in these and other ways has been sufficient for o
instance, to lead the National Association of Collegz and University

Business Officers (MACUBRQ) to prepare and distribute recentiy a set
of guidelines for formuiating university.patent policies.l1ls

C The Need for Strona Patent Manaoement Capability to Transfer
University Technoiogy . _ _

-
-

N/patent at Colleges and Universities, Guidelines for the Develop-
ment of Policies and Programs - Comm1ttee on Governmental Relations -

NACUBO, 1974




-‘technxca] entrepreneurs”
acute in the university sett1nn beczuse of {1) the characteristics’

of the fnventions coming out of university research efforts, (2)

L e
.

The need for a ?t eng patnnt nanaqemont ca pab111tj or’
in technoloegy transfer is especially

the "publish or perish" ethic, and (3) 1ndustry att1tudes towards
univers1ty inventions. .

But before d1scuss1ng these factors, one point should

be emphasized. This is that the patent rights retained by the

university will almost always be critical to the undertzking by -

. the university to interest industry in the further deveiopment or

conmercialization of an invention. . This is because, for aill
practical purposes, the main richt the university can utilize as

- pegotiating leverage is its exclusive right in a patent. And

since it would be unreasonable to expsct an industriai organization

to be willing to risk its financial resources to Jdevelop new
.techno1ogy without satisfactory means of protecting its invest-

ment, it is obvious that the question of patent ownership is
critical to any university's efforts at technology transfer.

“_/"If any suggestion were to be made as to what should bs done

- .to promote innovation, it would be to find -- if one can,
“technical entrepreneurs”. R

Battelle Co]umbus Laboratories, Science, Tec¥*01oqy and ITnno-
yation, Summary Report - February 1913 p.8.
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(1) cCharacteristics of University Inventions

The Subcommittee considers the fo]]owlng character1st1cs

(a) Basic and App1ied Rescarch

Most of the unlver51ty work performed under Government-

”'sponsored grants and contracts is basic research. Inventions arising out
~of such research are normally incidental to the research and at most

involved compositions of matter with no clear utility, prototype devices,
or processes that have been tried only in the laboratory. Yet it has been
estimated that the cost of bringing the typical invention (both university
and 1ndustw§) to the marketplace is ten times the cost of making the '
invention. 2/ It would be rare for a university to be in a position to
bring an invention beyond the initial theoretical or laboratory stage.

It has neither the facilities nor a reason to attempt to perform the

“enhineering effort necessary.to design and manufacture commercial embodi-

ments of their 1nvent1ons nor, of course, the marketing resources.

' Even where.a un1versaty undertakes "applied" or
*directed" research, the situation is not much different, since university-:
inventions that resu]t from applied research normal 1y reach only the

laboratory model stage.

(b) Isolation of Inventions

Unavers1t¥ inyentions,-qp]ike those of industrial

T firms, norma]ly stand alone.

13/ U. S. Department of Commerce - Terhno1og1ca1 Innovation: Environ-
uent and Hanaqemﬂnt at 8-9.

14/ As explained in a Harbridge House study prepared for the Natxona1
Sc1ence Foundation: _ _

-“The1r isolation is a major obstacle to uti]ization since
most. inventions are not marketable products in themselves.
The industrial product is often protected by a cordon of
patents, as illustrated by the list of patents on a packet
- of Polaroid film. A university invention, on the other
hand, is a one-shot patent. . Even if the patent specification
discloses "an ingenious 1nvent1on the patent claims which define
the scope of monopoly are likely to be narrowly drawn. Whereas
Cindustry will add to its patent arsenal as a product: is improved,
a university patent, if it is to be licensed at all, must be
llcensed on the initial effort.” '

Harbr1dge House, Inc, Legal Incent1ves and Barr1crs to Utilizing
Techn010q1ca1 Innovation, p. 11-13 (March 1974).
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‘Further, university inventions must be licensed for
royaltics only. Universities, unlike manufacturing firms, cannot transfer

~ their technology through cross-iicensing arrangements, since the university

has no necd to obtain the right to manufacture the inventions of others.
,) ° .

.
%

{2). The "publish or Perish" Ethic

'y

The tradition of publicaticn reflects the belief in the -academic

. world that pudblication is central to scholarly pursuit. The goal is

publication in the learned jeurnals or books. Patents, on the other hand, -
have trad1t10na11" been regardad by the university community as irrelevant
at best and, at worst, as -an indicaticn of unworthy comwercial motives.

" These factors ]ed Harbr1oge House to the conclusion that “"perhaps the

single rmost difficult task of a Ln1versw+4 patent administrator was the
solicitation of invention disclosures.®15/ "And they found it not uncormon

- that even where disclosure and cooperation was obtainad, the disclosure

was often not rcported until many months after pub11cation. Obvious-
1y, therefore, there is an acute need for efforts to be made to

~obtain early reporting if technology is to be transferred at the

optimal rate. Such efforis, however, require strong management.

Because the one-year pericd for the filing of'patent applications

- has often begun to run by the time university administrators receive

tnvention disc]osures, or scon thereafter, university patent managers

‘must be prepared to act uu1ci1j to protect inventions once they are

identified. Morsover, they nesd to be able to overcome the reluctance
Of many faculty members to concern themselves with these etforts. Furzher,

__hn1vur51t1es, even i7 predisposed to do so, cannot deal in trade secrets
since “publish or perish” is the rule and therefore, un1vers1t1es cannot

_contaol publication by ifs faculty.

It also should bz noted that even if a domestic patent appli- .
cation is filed within the one-year statutery filing period initiated
by publication, such publication before filing will bar issuance of
valid patent protection in most of the important industrialized foreign

.countries. This may detract from the “product" that the university

has to offer industry and adversely alfect our balance of trade.

15/ 1d at 11-14.
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{3) _Iﬁdustry Attitudes Towards Univcrsity'lnventions

" Universities attempt1ng to transfer un1vcrs1ty techno?oqy
must also overcome certain attitudes of their potential industrial transfereces.
The existence of these attitudes (or organizational barriers) is under-
standable. But they again highlight the need for a strong and aggressive
patent management capability at the universities. Among these industrial

attitudes are the following: . .

{(2) The "Hot-Invented-Here" Syndrome

Industrial organizations have commercial interest

in most areas of their research. Accordingly, there is an in-house
incentive and capa b111ty for such organizations to Turther pursue the

resulis of their ressarch. This incentive stems from the organizations'

ability to continuously evaluate this research through all stages of its
development. There is a Tesser incentive for indusiry to further pursue
the results of university research wvhere such research was not undzar :
the organizations' initial spcnsorship. This bias towards .investment

in further development of its own ideas, rather than jdeas from outside
sources, is commonty referred to as the “not-invented-here" syndrome.

(b) The Desire for Patent Riohts in Collaborative Situations

In some situations, industry has refused to collaborate
in bringing university inventions to the marketplace unless provided some
patent protection as quid pro cuo for the investiment or develcpment effort.

- This has been substantiated by a Harbridge House and a General Accouniing
- Office {GAQ) study both of which found an industry-wide re2luctance by

‘pharmaceutical firms fo test CGTD?E}LIOHS'Df matter synthesized .or isclated
hy grant~supported 1nvest1gators, This was found to be due to DHEW's .

16/ Harbridge House, Inc. - Government Patent Policy Study - Final
Report to Comnittee on Government Patent Poiicy, FCST, HMay 17
1268; and GAO Report, Problem Areas Affecting Us ofuiness of
Pesu1ts of Government- onnsorhd ifesearch _in iizdicinal Chenmistry

August 12, 1968.

-

Harbridge House, for_examp1e; found: .

- "In both cases [referring to university and nonprofit

- inventions] the inventions most frequentiy arise from
‘basic research and require substantial private develop-
ment before reaching the stage where they are commercially
useful. Some measure of exclusive rignts appears neces-

saty to motivate licensces to 1nvest in the work neccessary

‘Yo commercialize these inventions. (Bracketed added.)
Hote 13 at p. ]1 of first cited report.

. "
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restrictive implementation of its patent policy which normally resulted

in title in the Government. Industry argued that such implementation failed
to take into consideration industry's large private investment before

§uch compositions could be successiully marketed as drugs. Although not

extehsively documentaed, similar S1Luat10ns have occurrad in thc area ot
med1Ca1 haraware dev1ces.

“In view of the un1ver51ty s past experience 1n
deg11uqs vith the pharmacnutxcal and medical davice industry there will
probzbly be other situations where dindustry would be reluctant to
collaborate with universities. in tringing a h1gn-“1:k invention to the
marketplace if some patent exclusivity is not Tirst provided to the developer.

(c} Contamination

_ . As used by industry, "contamination" means the
potent1a1 compromise of rights in proprietary research resulting from

" its exposure to ideas, compositions, and/or test results arising from
- Government-sponsored research at universities. Fer example, if a-

company were to incorporate into its research progrzm some of the
research findings of a university coing parailai research and then
develop a product patentably distinct from the university's invention,
the company might rightfully fear that a compestitor might assert the
fovernment's rights as a de.ense if the competitor ranu;actured an
infringing product.

6. CONCLUSTONS OF THE SUBCOUMI TIEE - .

. Creation of Unjversity Technoloav Transfer Capabilities
Should be tncouragsd

Because of the various factors enumerated above, the Subcom-

mittee is persuvaded that the Government needs to crzate an atmosphere

conducive to the .transfer of inventive results Trom universities to
industry. It appears essential that the Government induce universities
to provide an internal mechanism that will serve as a focal point for
receipt of the inventive results of university research for later
dissemination to those 1ndu5tr1al concerns most likely to utilize such

. results.

Government patent policy can play a most critical role in
creating the necessary atmosphere for this transfer. As previously

‘1noted -patent rights are essential if a university is to have an.

inducement to undertake the efforts nceded to produce commercialization
of their inventions by industry. The President's lessage on Science
and Technology provides a clear mandate to make use of such an oppor-
tunity. As urged by the President: _
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Cf, . . we must develepn-careful strategies for pursuing
*  those goals, strategies wihich bring together the Federal
“Government, the private sector, the universities, and the
States and_Jocal commun1tles in a cooperative pursuit of
progress."1./ | _ —
B Aqreemeﬂbs Permitting Oua11f1ed Universities to Retain
“Title to Inventions "Gu.a Lraadte an (ncentive o geveicd
University Tecnhnoliegy Transfer Canabilities

_ It is our conclusion that the maintenance or crezation of
university technology transfer mechanism can be encouraged to a substantial
degiree by permitting qualified universitiss to retain principal rignts 1in
Governm_ng—sunporbed inventions. The specific recommandation to :
accomplish this is set forth morse precisely in section 8 below. The
retention of principal rights by gualified universities carries with
it the right to license comnercial concerns, thus creating the incentive

- ‘necessary to induce universitias to seek industrial devziocpment of their
. wventions and overcome ihe industry attitudes discussed above. :

Of course, universities without a satisfactory program would

continue to be subject to patent rights provisions providing forralto-

cations of rights by the Governmant after_the invention has been
fdentified.

Y/ {Others have also noted the imporitant role that the Government
can play in bringing about technolcgy transfer of university
rescarch. See, e.g., OECD, The Conditions for Success in
Technological Innovat1nn, Par1s, 1971, in wnicn it stated
"Th cases where the requirement for un1vers1ty/1ndustry

~relations is not met in a satisfactory manner, Government can
have an important role to play as a catalyst or 'impresario' in
creating the framework within wh1ch regu]ar contacts take place
between unlver51ty and 1ndustry
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C. Additional Benefits Would Flow if Qualified Universities Retain
Principal Richts to Resulting Inventions _ ,

) In addition to the creation of a strong'incentive for transter
- ‘of lhe results of Goverrmont-supported university research, other
" .benefits would flow from the retention of principal rights in inventions to
qualificd universities. The following are examples of such beneflts

(1) Re ogw1t1cn of_Co-sponsor Equities

‘\

-

The Government often does not prov1de the totaT costs of

“research projects conducted at universities. Universities in many cases
assume part of the costs of such projects, and may also receive support
from other sources, such as private foundaticns and industrial organiza-
~tions. The Subcommittee's proposal ermlts, to the extent pOSS1ble, _
‘pecognition of the equ1t1es of the universities and other groups making

- coniributions to university research projects by permitting the benefits

- which enure to such UF1V°FS1t1ES to be shared with co-sponsors.

The Subcommittee believes in the absence of an IPA, a
-, €O~ sponsor s equity could be considzared under the exceptional circumstances
.. prov1s1on of 1{a) of the President's Statement, which provides additicnail
support to the Subcommitiee's position that its recommendat1on also falls

- wWithin such prov.s1on.

L P )
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'(2) Ease of Administration

. By eliminating case- by case decisions on individual requests.
for- patent ricghts, administrative work on the part of both the universities
and the Governmznt would be diminished.

(3) Use of Roya1*1eq for Sunport of Sc1en+1f1c Peseerch and
tducation _

: - . UOniversities would bz entitled fo retain income generated
from their patents. Such income wouid be used to cover the costs of patent
administration and invention incentive awards programs. Any remaining

~income would be available for support of education and scientific research
at universities. These are purposes which are clearly in the pubiic interest.

o g et S e . et b 8

The Subcommittee did consider the question of whether the
- Government should share in the income generated. However, it was concluded
‘that this would create a disincentive to universities to establish or
maintain technology transfer programs by making the 11ke11hood of operating
\n ‘the black even lower than it currently is. -

- e
s
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-q - (4) Use of Ménagement Capability for All Invcntions7

- Once a unlver51tj has established a management capability -
to transfer technolog gy, it is presumed that a1l inveniions made at the
uni"frcmt/, whether they be Government-supported or not, will.be pre “oted
in the same manner. This, of course, would expand utilization cof no
only Government-funded inventions, qu all other inventions gﬂnerated at
tniversities. : :

“(5)"T?aininn of Future Technoleay Transfor Managers

R fow un1verswtins have- experimented with courses that
utillze ihe services of students in their business, engineering and
taw schools te exploit university inventions. Presumab]y the practical
- experience gained by such studsnts is in the public interest. It would
seeir reasonable to expect an increase in the cpportuniiies for such.a

learning experience i7 nmore un1vers1r1°s were able to retain F10hc5 10
inventions. _ . ]

7. RLTERHATIVE APPROACHES co:-zsma.t:EnE/

Io serious support was voiced for a policy of Government acu“1s1ulcn
of title to all university inventions followed by its dedication to the
* public or the granting of only nonexclusive licenses therein by ths
Governaent, since this would eliminate the stimulus envisioned by the
patent system. However, much discussion centered on a uniform po]1cy ot
deferring the allecaticn of rights -or ihe acquisition of title by the
Governuent for later licensing oF the invention by the Government. Such
Hicensing would include the _ossio1l1tj of exclusive licensing afier a
determination that nonexclusive iicensing would not likely result in
expeditious commarcial use. (The latter policy will hereafter be referred

- to as the “Government licensing policy®.) It was argued that either of

such policies would permit the Government to identify and evaluate the

invention prior to making any determinaticn that exclusivity was

‘necessary as an incentive to further development. It was aqreed that
such policies might maximize the possibility of "compet1t1on since
exclusivity would be granted only when it is shown that it is the
determining factor in bringing the invention to the marketplace. It
was also concluded that such policies would afford the Government

: greater control over the terms of any licenses to be granted. -

—-/ Mppendix B contains a discussion of some of the specific issues
cons 1dcred by and voted upon by the Subcomm1ttee.
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.A, Shortcomings of a Deferred Allocation Policy

D A already noted, inventions resulting from res¢arch at univer-

sitics ord1ngr1]y require extensive cavelcpment prior to their marLLL1ng,

~with little expectat1on that such development will be funded by the -

Government. Accordingly, 1T appeared that in a laroce proportion of casegs,
& deferred allocation would merely delay a decision that could have been
made at the time of funding, thus acting against the expaditious develop-
ment and utilization of inventions. Administrative costs of both the
Government and universities would be unnecessarily increased by the

reed to prepare, review, and respond to requesis for rights on a case-
by-case basis.

In addition, the uncertainties involved in deferring the
&Nocation of rights would discourage active collaboration between

‘universities and industry-prior to the actual decisicn that rights are

1o be retained by the universities, whereas in the case where the uni-

versity retains rights at the time of contracting, patent applications

might be filed provpL1 and negot1at10ns 1mmed1ate1v commenced with pros-
pective licensees. In fact, in the latter case, collaborative arrange-

- ments could be made wherein 1ndustry part1f1pat10n is protected before
it is even clear whether or not inventions will be made.

- Furthermore, because of the pressures for publication ncted

‘earlier, the time required for deferrad allocations may in many instances

resvit in the failure of the university to Tile patent applications

- Within the statutory period initiated by publication due to a reluctance

to comnit funds prior to having its rights established. Thus, 1ncent1ves
to seek comnércia]ization could be destroyed in some instances.

.'B. Shortcomines of Acquisition of Title by the Governwent
Coupled v th Government Licensing

The Subcommittee also concluded that a “Government 11cens1ng

po11cv » ‘a5 identified above, was not an adequate substitute to ownership
- in yniversities if the private undertaking of extensive development and

marketing of university inventions is to be encouraged. While possibly
appropriate in situations where a given university's patent managerial
capabilities docs not include administering patent rights or transferring
technology, a "Government licensing policy" is not decmed an adequate
substitute for an effective university patent management organization.

The above conclusion took into consideration that a “Governmnnt
11ccn51ng p011cy“ would - .
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(1) 1Increase the administrative burden of agency patent staffs

by necessitating the filing of a much larger number of patent applications

to protect all inventions that mignt have scme degree of commercial

potentza] _ , ; B

- {2) Be handicapped because ithe Covernmant auld have
a more difficult time obtaining the services and cooqﬁrat1on of the
inventor, vho is not an employee of the Government. = S

. The fact that the inventor employed by the university
has a physical proximity to the university is a signivicant factor,

~since the cooperation of the inventor, both in prepa“ing npatent appli-
cations and in formulating a markgb)ng strategy, is generally essential
- to a successful licensing effort.= ‘

19/Inventors vould not be willing to Spand Cﬁns1derab1p time working

with distant Government personnel on these matters which are outside

 the mainstream of their research and teaching efforts. Universities,
however, can obtain such cocperation throvgn a sysbem of incentive

awards to the inventor, as well as throuch day-to-day contacti. It
is important to note that a "Government 11cnn°1nﬂ policy” could result
in disincentive on the part of university researchsrs to report
{nventions other than those having clear economic significance. It
seems 1ikely that with the discovery that the reporting of 1nvpntions
resulted only in additional work with nothing in return, disclosures

tould diminish. = The facts and economics of the situation appear to

be such that if the inventors cannot be induced to idzntify and
report potentially significant inventions, norma]ly they will not
be identified by anyone else.

20/Dr. David, in his article sugra, note .9; observed:

"The most V1ta1 factor in technology transfer is people.
There's nothing Yike a commnitied, enthusiastic engineer

or scientist to carry the message and know-how far. If
convinced of the merit of an idea or a project, he will

travel at night, work on weekends, uproot his family and

fall exhausted across the finish line to advance it.  Yet
‘sustaining these gqualities requires special care and feeding."
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(3) Deprive universities of the opportunity to deve?op throdgh
thzir collaborative efforts ideas which do not at first evidence commercial
potentizl, since it would be the Government which would ultimately decide
vhat should be patented and protected through its licensing program.
~ (4) Entail considerable delay, since it seem unlikely that the
Government will have the sam= flexibility.in .carrying out difficult '
negotiations as do universities.

(5) Hou]d require time-consuming nagot1ab10ns in exc1us1ve

'11cens1ng s1tuat10ns, the terms of which will vary from 1nvenb1on to

invention. Moreover, if the program is to be successful, a "marketing”

“type of organ1zau1on viould have to be developed and funded by the

-Governmenu

8. -SPECIFIC RECOIMENDATICN -- ADOPT A .DLICY THAT GUALIFIED U”T”EDSI IES
MAY RETAIM TITLE Il IRVENTIONS UNDER ICS1IIUIIOH\L PATENT AGREEMENTS

It 1s recommended that the various executive agﬂnc1es be advised to
adﬂgt policies and regulaticns recegnizing that the public intarest will
normally best be served by allowing educational institutions with a

- technology transfer pregram reeting -the genzral criteria set forth below

. to retain title to inventions made in the course of or under any Governmant
_tesearch grant or-contract. Tnese policies and regulations should require
“the use of Institutional Patent Agreements  (IPA'S) with universities that

are found to have an established techrology transfer program that is
administered consistently with the stated objectives of the President’s
HemorandLn and Stauemenu of Government Patent Policy.

In general, the Subcommittee bE]lEV&S adopt1on of the recommendat1on

would:

“Implement to the extent possible the emphasis of the
President's Statement on Patent Policy that the :
allocation of patent rights bp made at the time.of -
.conirdct or grant; _

Eliminate to the extent possible the wide differences
in treatument of a particular university doing similar
work for different agencies;
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Create an incentive for prompt reﬁortingﬁ

Promote the expeditious commercial utilization
of the inventive results. of university research; and

" Reduce the administrative buraen on all the partics

involvad. l
. o : \.

Houever, the agency shouid reserve the right to exempt specific

'gbants and contracts at the time they are awarded from the operation of

the Agreement, since there may be instances where exclusions Trom

the normal policy are warranted as being in the public interest.

Examples of this might includs a contract for operating a Covernmant-owned

facility or an award involving extensive development work on a specific

product or process that could be of major economic significance. Such

reservation further supports the Subcommittez's conclusion as reflected
ages 2 and 3, supra, that its recomnendation is consistent with section

I(q of the President's Statement on Patent Policy.

. Further, the Subcommittee recommends that the IPA's be entered
into for designated periods of time, at the end of which the university
vill be required to report on its progress. Renewal of the IPA by the

. Government for acdditional perioa; shouid only be made if the Governmant

is satisfied with the university's parformanCﬁ In addition, the
Tength of such periods can be made dependent on the capability of the

university.

IPA's should be extended to universities only after Governmeni review

of the adequacy of their technology transfer capability. The Subcommittee
- concluded that public interest is better served by a deferred allocation

policy in situations where the university has not initiated a technolcegy

~transfer program.

APPENDIX C to this report contains a list of the type of information
that should be sought from universities in considering whether an
Institutional Patent Agreement is justified. The information generated -
by APPLHDIX C will provide the Government with the facts necessary for
determining whether the university has a satisfactory patcnt technology
transfer program viich 1nc1udes at Teast: ,




o

. N -‘. N
N N Ay
f

ot st g g

SR

_ A formal patent policy vhich is administered on a
3 ¢ontinuous basis by an officer or organization
responsible to the institution;

_Assurance that wniversity employces will be 1ega1]y'
cbiigated to assign to the institution or tie -
Covernient any inventions made by then under
&overnment grants or contracts;

'An.lnvention disclosure system; and

A program Tor the licensing and marketing'of inventions.

After the.Government conc1ud°5 that the un1vers1ty can satis-.

- factorily perform in a manner that would maximize the transfer of iis

inventive results to the public, the Government and the university
should enter into the IPA uhereby the university retains principal
rights to all inventicns made in performance of their Government-funded

- research on which the university elects to file a patent-appiicatuon.

However, any agreement utilized to implement the Subcomnittee's

- _recommendations sheculd include at least the following provisions in
. ooorder to protect the pub11c 1nte"est. :

e —

A requiremant for the prompt reporting of aT] inventions.
to ihe applicable agoncy a1ong 1th an election of rights;

Reservation of all the rights specified in paragraphs
- (e)-{h) of the- 1971 President‘s Statement on Government
Patent Policy:

A requirement that 11cens1ng by the universities will
normally be nonexclusive except where the desired
practical or commercial application has rot been
achieved or is not likely to be exped1t10us]y achieved
through such Ticensing;

& condition Timiting any exclusive license to a period
not substantially greater than neccessary to provide
the incentive for bringing the invention to the point
of practical or commercial application and to permit -
the Ticensee to recoup its costs and a reasonable

. prof1t thercon;
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) A vestriction that royalty charges be limited to
- vhat is reasonable under the circumstances or
' within the industry involved;

A requirement that the university's royalty
receipts after peywent of administrative costs and
incentive awards to inventors be utilized for
educational or research purposes;

A provision enzbling the agoncy to except individual
contrects or grants from the operation of the
agreement where this is Geemed in the public interest;

A requirement for progress reports after designated
_-periods and re-execution of the agreement only if the
“Government - deems the un1versaty s performance to be -

sailsfacborsﬂ .

A prohibition against assignmznt of inventions without

Governmant approval to persons or organizations

other than approved patent management organizations
-“subject to the above conditions; and .

- A prov1saon perrutt1ng termination for convenience

by either pariy upon thi ruy (30) days' written
not1ce. _ e S

The Subcormittee a]so sugcosts tha; the agencies which implement

this recomnendation form an interagency cowmitiee under the Erecuu1ve_

Subcomnitiee of the Committee on Governmant Patent Policy for the
purpose of encouraging uniformity in the criteria for the selection
of universities eligible to receive IPA's. Such an interagency

- committce could also work towards common administrative procedures

“and practices. For example, often university inventions are made

Cunder- multiple agency support. Procedures for assigning a single
agency primary responsibility in such cases might be developed.

9. SUMMARY T | .

By way of sunmation, the Subcommittce agrees that inventions

‘made at universities with Government support constitute a valusble

national resource, but these inventions normally will benefit the
public only if there is a sufficient incentive to make them known to

“private industry for their further development for the marketplace.

The




effort as complementing the

. #nd development.

our society, both public and private,
t appears to the Subconmittee that the 1nterests of

22

‘Subcommittee views the Government's role in the national research
activities of other elements within

that also support research

the American pecpla are bost served when the various elements

. of this research structure can
. relationship results when the

interact. The most effective inter-
particular capabilities of the various

cleoinants, Federal and non-redsral, can be utilized to the fullest

extent,

Universities, being not-for-profit, public~interest-coriented

organizations, can most effectively promote the development and the

ultimate utilization of inventicons by i

industrial organizations. They

can obtain such development and utilization while at the same time,

_ - gue to their unique character,
- . -This opportunity should not be
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‘ |  APPENDIX €.

MODEL 1PA SUPPORTING iNFORMATION

A

“An Institution desiring an Institutional Patent Agrcecsont

“sghould supply the following:

. 3, General information concerning your institution,

(2} Copies of Articlss of JFncorporuntion;

.
i

BRI

(b) * The institution's purposc and a

- (e) sSource of funds.

2. A copy of your institulion's formal patent policy,
together with the date and manncr of its adopiiosn.

« .

3. Name, title, address, and telephone numboer ol
institutionzl official responsible for administration of
patent and inventiion matters and a_description'oi.staffing

in this area,

institutes, etc., which also contribute to your institution's

4, ‘A description of your instifution‘s procedures jor
identifying and reporting inventions..

5. A copy of the form qf agreement required to be
signed-hy faculty and othexr cmployccﬁ of.thc-institution
cngagcﬁ in_rcscaréh, indicatingitheif obligafion in regard

_to inveniions mnde.at your ianstitutiion, ‘

. . . .

Also identily any otiher institutional oifices,
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b A copy of the anvention report Jorin or ouiline ulzlized jor

'pm paraticn of uwonlmn 1‘(:1)01'{‘» at your institulion.

7. Advicc as to whether your institulion has a formal agrecinent

with any p:xtcnt managenient orpganizations, such as Rescarch Corporetion,

I - . . .

Pattelle Development Cuxporatw.., or-other orpaninatiuns, A copy of

any agrcoment in effcet shounld be cnclosed.

8. A description of the cfforts which the institulion would expoeat

hd .

to make in Lringing fo dlc 1'1-..1:\01.1)1?&.(; inventions to which it refains

a . h : B
fitle, : .
9. A gencral description-of the institut i m's pasi nofent and invention

“Yicensing activities, including the following: - ' Bt R
B : L ’ ’ ) ) L - T
{a) Number of inventions reported to the instiiution during cach
] ’ ' -
0:[ the m.et ten yeors; .
(b) Rumber of patent applics iioz':s: fited Curing vneh of the jaost
. Y- - : .
) . . . L]
-fen years; 3 o
Elen o vears;

{c) Number of patents obfained during cach of the pas

s - g ke

Q) ]\‘-unﬂ:ér of exclusive licc_:nscs .15 sucd dui‘i:'zg_ c:;c:h of the pasi
fen ycaxé; ' S o o ' .
'.(;:) ]\;uml-)lcr of nbnc:cclusivc Yicenszes isstied Curing cach of the .
: p:u.t ten years

N ('irm.:; royalty incorme during cach of the past ten years;

(g) A genceral desceription of royalties charged, including mininnan

and miaximum royalty rates,




LR 10, ‘A 1list of subsidiary oxr affiliate institutions,

- -

f(*;'J_ -hospitals, etc., which'would be covcrcd by an agrocaent

; '53' *bigﬁcd by yoﬁr institution,

5_  N . .11. IT your institution is a subéidiufy or affiliate

é- i _,"oi_nnbiher organization, siate ﬁamq]and dcscriﬁc fulntione
; . 12,  The ﬁmount of:chcrnmcnt support éurrcntly' cing o
. adminisfefed by'Yoﬂr institution, giving agoncy hrookdown.

- 13, Do you have an Institutional Pateni Agreement with

T G e gt ol P g e e e s e

DPHEW, NSF, or any other Government agency? If sc, please supply

odic

Lt

a copy of the Agreement and any annunl or cotiher per

-

reports describing activities under the Agrecuent which

were sdubmitted to the Agency within the last three yoars,

-

14. I7 not set forth elsevherea, siate your policy as

L e o it 1, PSP T

to sharing of royalties with faculty and other cmpleoyces.

15, Describe the uses wmade of any net incone gencerated o

.

by wvour patent manngement progran.’
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