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Inventions resulting frorn.federelly _funded re'see.rch.constitute a valueble
' national_res'ourc.:e._. T he large amount of federal funds suppor'ting research dictates _
 the n‘ecessity of eXernlning the government's pat‘ent.pollcy in order to ensure _.
that 'inv_entive results are being dell\_(ered' to the public and that the equities of
all parties involved are being prote:cted. ‘Because of their special mission, colleges
and universities have unique'petent concerns which warrent'e detailed explora'ti'on, :
partlcularly with regard to ownershlp of patent rights developed on campus’ under
| federal contracts and grants. |
- The _federal-_government soonsors. research in universities to eXpend |
the boundarles- of existing knoWledge in areas or on problems deemed to be in -
the. pubhc interest or to be related to national goals. Umver31t1es are free to
pubhsh research results Wthh are generally made avallable to all. The right to
' publxsh is norrnally preserved in the negotlatlon of grants and contracts, as is

the sponsormg agency's right to receive agreedupon reports.

’I'he generatlon of inventions is a.lmost never the main ob]ectwe of
the research conducted with federa.l agency funds, rather, an invention generally
is an incidental "byproduct" of the research actmty, largely attnbutable to serendlplty
and/or the personal creat1v1ty of the investigator backed by his years of profess;onal
trammg and experlenc_e, and to the scholarly envxronment-and research resources
provided by the university.  When petenteble discoveries occur, the equities :to
be considered include those of the inlrentor, the unitersity, and, very properly,
the spon'sors providing financial suppor_t_ for the particular research project most:
closel_y related to the discovery.

-~ When a oatentable invention is made by an investigator in an academic

institution with the help of fed_eral funds, rarely, lt ever, are the feder'al iunds

~ the sole or even the major factor contributing to the invention. Beyond the critical
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oohtributioﬁ' of the-invéstigator.,'-fch_e_ univer_sity itself v_irtuaHy alf#_ays hélps to

fioance the 'lét_bo:"é'.coi‘ie's, equip:me'oft and personnel contributing' to a;; i'n'v_ention.'

It Ials-o orOVides a Soholarly atmosphere, and oftlen the irif_uéion of funds obtained
_.frdm.nonﬁg'overnroent' sourc‘e.s.. Accordingly, each of the partié's_has a claim 1;1

'A.'policy which assigns patent ifights to the government for all fe_deral_ly '

_ supoorted reSeéthh,_ however large or srﬁall-the fedéral con‘fr_ibuﬁon-, eliminates

_ the univ'ersities'-ability.to recognizo the.equities of other spon'sors who contributed
to the dlscovery of the invention as well as the contnbutxons of the institutions
' themselves. ' | |

Since'iﬁventions’ rosulti-ng from research sponso_red by fodefal agenoies .
involve éc.[ui.tios _of. the governmént, the_é co_n_tra‘ctor'(on.his oWn' behalf or as the
result of intermingled fonds derived from other "ch'an.federaﬁl‘ agency sources), |
and the iov'entor,' .m.any factors rﬁust be considered .'in making a decision as t_o '
where the pfimary right in such inv.e_ntions should be vested. In rﬁaking that decision
only one'conéi'dération shoold be parar-nount and that is in whose ﬁands will the
vesnture of primary rlghts serve to most qmckly and economlcally transfer the
1nvennon technology to the pubhc for its use and beneflt.

Educ_atmnai institutions are, of course, not o_rganized either to manufacture
or produce and market a patentable invention.. Accordingly, if university-generated
inventions are to be. used, such institutions must seek to inter_est thoso in the industrial
world who have the commercial capability for invention deve_looment and also, |
very importénﬂy, market development, which the university lacks. This is often
a dlfflcult task, since few mventlons commg out of umver51ty research oﬁer readily
recogmzable prospects of a Iarge market or a l'ugh return on mvestment. Umversxty—

based mvennons, since they most often correlate wrch the results of fundamental
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research, tend to be.,"at best, inI the early Stﬁges- of development, and fhereforé_
~ require the‘invéstment of su.bs"tanti‘al private risk capital to develop the invention
to the appropnate state for mtroducnon into the market |

At the same ume, uruversmes areina umque position to ob]ectwely

- seek the best qualified mdustrlal dgvelope.r and under app_ropmate licensing arrangé- '

. ments monitor the diligence jof_d<=:\.ntelcpmen_tal efforts by such a de.\)elop'er. If |
universities cannot furnish, if appropriate, an exclusive license to developef's
for a limited period é.nd thereby sééure the investment of nece_ssary‘lcapita.'!, inventions
resulting from govemr’nenf contracts are less likely to be developed to the point
of marketa.bmty, and thus the public is less likely to-receive the benefits from
suc:h inventions, or at least may not receive them as qu1ckiy as otherw1se would
. be the case. | |

When the right to sée_k‘ paténts resides in uﬁiv.ersities, appropriate
pé.tent applications can be filed promptly and negotiations immediately commenced
with prospéétive developerlicensees, with fhe active assistahce of the inventor.
When this right does not exist at the time of contfacting, but must await a determination
- afté_r the invention has been identified, substantial time is usually required to
| prépare the neceésary documentation for the sponsoring agency and for the agency
to make a determination. While awaiting the outcome of such a.drnir_uistrativ.e )
process,' the invention lies dbrmant, with thé attendant risks .that the invéntor's
| interest in assjsﬂﬁg in the development becomes é.ttenuatéd and that intervening
rights of others may foreclose successful transfer of the invention to the. public.

‘Since .d_eadlines for :domestii:_and foreign pafen't applications aré affected
by pﬁblica-tion of patentable ideas in scientific journals, delays in determining
the disposition of rights to an invention can result either in delay of publication
of rese.a'rch..results or risk of expiration of the timé limit in which patént ai:_p’licaticns_

- can be filed. Neither choice is beneficial to the public interest.
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Although. the university's pri.mary' mo‘tivation. in ﬁlin'g end 'prosecuting
apphcatxons for patents is the tunely promotion of actual avallabrhty of new products
or processes to the general pubhc, 1f in the course of such transfer, income to
support further -research at the mstttutxon- can be generated, the public benefits
a second time. | | ..
The public obtains the benefit of universitj.(-generated'p'at_e'nts through
the efforts of those '_sponsoring agencies which offer adequate inducement to
“those who can brihg the fruits of basic research into a form useful to the c'ohsuming
public. Mere exclosiv.ity in patent rights does not ipso facto create artificially
" high prices for related products and royalties generally reoresen't only a very
small fraction of the retail price of merketeo goods. More'over, one must feee
the mescapable condusuan that the development of mventlons under a reasonable
government patent policy w111 benefit the public by makmg avatlable products
that would otherwise not have been available at any Ence.‘_
| | Without exclusivit? to some degree,"priva.te sources are unlikely to
have sufficient incentive to invest in the effort necessary to dev_elop an invention |
ayailable toall into a product or process actually avalla.ble' to the public. Indeed,
the inVestrhent r’equired to bring a product or process to a marketable condition
and to mtroduce it into the market is almost always far greeter than the mvestment
in original research from which the 1nvent10n results.
To bring an invention to public use, further deveopmeht or engineering
usually is required_, such -.as testing or "screening" a prototyiae of the new product
or pro_cesst Before the .e;fforts. and expenses incident to testing or screening are
undertaken, investors need to know who has the title to Or ownershio of the invention
(i.e., the right secured to i'ntrentor.s and their assignees or ii.cense'e.s, for limited

times, as provided in the Constitution).
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'Some't:ix"n'es prospeetive licensees have refused to undertake the testing, -
screemng or development of inventions unless the licensor wouid grant an exclusive
license for commerlca.l sale or use. In some cases, no viable alternative has been

' ava;lable'and,' in the absence of an_ exclusive license, the use of the product, process
" or machine has been denied to the public.. B | |
- Uriivefs_i'ﬁ'es usuélly do not possess the resources, critical facilities,
or contrnls necessary to bring df'ug produets, for examnle, through the clinicé.l
testing stages to ﬁarketability. .Thus,_ it is imperative that they.be in a position
_ _to. supply an incentive under appropria'_te licensing arrangements to those organizations |
which have those facilities and control capabilities.. - |
| Since goner.nrnent personnel wquld not be as mﬁmately familiar with
- an invention as those that h'.aye develqped itina uni-versity, they wcnld be .in a
much less favorable position to ascertain or pursué the commercia.l markefabil-ity '
of such an mvennon and it is feared that the time that would have to be invested
in such activity could well cause a s;gmflcant reducnon in invention disclosures
from: umversxty researchers, with a consequent reducnon in public access to potenna.l _
fru1ts of researc:h. | | |
Thus, the primary .result. of the economic stimuli afforded By a realistic
licensing policy is a public benefit the production and introduction oi_' a goc')d'cr
service that otherwise might not become available in the contekt of our free
enterprise system. | |

‘Under the po.li.cies of some gdvernmental agencies, the agency, on
behalf of the government,normally asserts its rights to ownership of any inventions
and patents' gene'rated in the course of research sponsored and funded by the ageney
b.ut does have fegulaﬁons under which sueh right can be waived to the contractof
or grantee; If an institntion desires to acquire title to a_narticuiaf invention,
it must éeqﬁest a waiver in eceordance with the regulations of such agency. ‘fhe
gi'an_ting oiia wa_iver ge'ner-ally depends on a determination b_y tne agency, besed
upon evidence'su'b'mitted by'th_e contractor or grantee,' that the invention will

be more edequately and quickiy deveioped in th'e pubiic interest if title to the
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mventlon is waived to the contractor of grantee. Such wawers are given w1th
a reservation of a hcense to the government to practme the mventxon for governmental
purposes and WLth other provxslons Whlch adequately protect the public interest.
' An alternative to the "waiver" approach is the "Institution Patent

Agreement" approach, aﬁailable since 19.78. L _‘I'hi's appreach, endorseti by a'1968
GAO Repot't,2 permits Ithe grantee institutio’n- to retain title and to admin.is'-ter

the principal ownership rights in inv_e-ntions. rnade under departm.ent grants and
awards, clearly defin’ee the rights of the parties with respect to such invention's,‘

and sets forth general guideiines 'governing the licens'ing of in\}ention_s. It includes.
* limitations :on the duration of :excl'usive licenses to be granted, it reserves a royalty-
iree license to the government tor government_al use, and it provides other appropriate
: safeguard.s' to protect the public in.terest. These latter safeguards include a reservation
-l to the government of the right to require the grant’ing“of additional licenses on
royaltyfr_ee basis o_r. on other terms that are reasonable under the'.circumstances,'
_ where_ sut:h licenses are ne.ceSSar.y.to fulfiil ptlblic health,. welfare or safety requirements.
| | With the active assistance of inventors, the universities are in a better
position than the f_e'd.era.l government to transfer tec'hnolongy to the public throngh

the eeenomy. A government "t_itle" policy, however, would preclude the university

from recognizing the equities of others, including inventors and-nongovernmen'tal
sponsors, and would fail to acknowledge the benefits that now accrue to the taxpaying

“public for its contribution to the institutions’ research efforts.

'I. “Institutions Patent Agreenﬁent Gevermng Grants and Awards from
the Department of Health, Education and Welfare" HEW Standard Form Rev. '
8/26/68.

2. Report to the CongressProblem Areas Affectmg Usefulness of
Results of GovernmentSponsored Research in Medicinal Chemistry -Comptroller
General of the United States -B 1640 31(2), 1968 - ‘
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- Consequently, qﬁalifiE'd unive.rsities. that héve 'déveloped a technology .
tran'sfér _éapab'iiity shéuld .b.é 'graﬁtea, with the éivard of a éontraCt or grant, a -
first optiéﬁ to 'titie in inventions geﬁeratéd_on their respective _campusés .v_v'ith' _
federal funds with appropriate .s_afeguards to prevent abuse of pateh_t.rights retained

by any such institution and to minimize any anticompetitive effects.




