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1981);7 or is no more than 11% of university research effort? (up from the .
3.8% estimated in 1ug1}. -

But while industrial funding does not have the potential to replace
federal funding as the major source of financing university reseqrch, it
does have the potential to replace much of what universities have lost
{uud stand 1o luse) because of decreases in the level of federal funding,
SFrom the vuiversity perspectivie, it is this potential that provides the in-
cendive tor enhanced aniversity-indusley research cooperation. From the
industiy pdrspective, there is an increased realization that reversing
Anwrica's continuing loss of the productivity battle with foreign com-
petitors depends on greater recognition and use of the demonstrated
causal counection belween advances in technology and greater produc-
tivity. Thus it is imperative to huild better linkages between the acquisi-
tion ol new wcehnical knowledge in universities and the application of
new knowledge in industry. l _

This rapprochement is not a completely new phenomenon to a few
universities, bul even in thuse institutions the pace has distinctly
guickened. To most universities the upportunity for new university-
indusiry relationships brings with it an almost completely new set of
problems with which o cope.

1. SCOPE AND APPROACH

This article concentrates ou those occasions when an industrial firm
and a college o university desire to enler inlo a cooperative or sponsored
researclh agreement. These agreements usually {it into "one of fwo
categories. First, the industrial sponsor may desire to enter inlo a partner-
ship relationship with the university to carry out a truly collaborative
research eftfurl. Second, the firm may contract with the college or uni-
versity W perfort sescarch aimed at a specitic goal or end product, Often, ),
of course, the actual arrangements are o mixture (somelimes a curious
mixtuie) ol these twou lypes of research arrangements: for example,
sometimes there may be some “unrestricled” basic research funding
mixed in with the other types of tunding. In each case, the specifics or
details of the agreement become very important. This article will address
the document actoally spelling out the terms of the research arrange-
menl, or the “rescarch agreement’” as it will be referred to herein.

It is also useful to note sume issues we witl not discuss under the
rubsic of “resvirch agreements.” We will exclude consolting for industry
by individusl faculty and other university researchers, not a new
plienomenun al all. Basic research funding from industry on a gilt or *‘no
strings’" grant basis also is common in universities and this, too, will not

2onue Nanorog SOk - Fovisos nos, NSE 81-311, supra nole 1, at 21,
» Mchonakd, The Chronade ol fhgher Education, June 30, 1982, at &, guoling Ken-
neth A Saath ol the Massaclsetts Tnstitute of Technobogy

] . P N TR A T R

1982-83 - THE RESEARCH AGREEMENT 517

be addressed. Finally, we will exclude frém this discussion the many in-
dustrial associate arrangements entered into over the years where, in ex-
change for an annual financial contribution, multiple industrial
associates have such privileges as receiving publications, altending
seminars, and having industrial problem areas diagnosed by
knowledgeable faculty. Such industrial associate’ arrangements have
served as "half-way houses’ between outright gifls and grants on the one
hand and sponsored research agreements on the other.

That these research agreements vary so much and often involve
curious mixtures of collaborative etforts and contracted research, present
a certain challenge in meoninglully discussing their characteristics.
Should we attempt to develop a wore or less standard industrial research
agreement, a naliongl “‘basic agresiment’” if you prefer, in the inanner of
standard federal grants or research? Or is there no one “‘best way" to
structure these apreements; is vach situabion essentially so differentas to
require customized handling to attain the desired results?

This writer, based on his own experience, leans toward the latter
view: each agreement must he writien to fit the situation, Although there
do inevitéibly develop, vver time, identifiable areas to which one necds to
attend in almost every case, every provision must be examined on each

“occasion, if not actually customized, to assure the proper result. At the

same time, certain baseline approaches need to be developed for various
provisions, so as nol o *'re-invent the wheel” {or each arrangement. It is
these identifiable areas and baseline approaches upon which we will
concentrate in this article. Bocause it is so very important to customize
each agreement to fit the sitnation, we have stifled the temptation to in-
clude a collection ol somple cluuses, lest they be regarded as model
clauses. Nevertheless, we will altemplto discuss the essence of cach pro-
vision. '

(. SOME PROBLEM AREAS AND BASIC APPROACHES

This section identifies liltecn issues which recur generally in dratt-
ing research agreements aud discusses some of the basic appruaches
which have been followed i addressing them,

A, FHE Scors vl e RESEARCH PROJECT.

it is not al all uncommaon 1o lind an industrial sponsor and a uni-
versily researcher who are uncertain about the desired specific: outcome
of their research arrangement or even about the bounds of the research
area. This is often a natural ad inevitable result of the definitionally
speculative nature of much scientific rescarch and of some engineering
andeavors. But just for that veason, il is paramount that the boundaries of
l]ht! research undertaken be described wilh as much specificity and preci-
sion as the siluation permity. Many aspects of the arrangement other than

Cthecdtosimn b raiant o tho cocccees b oo R con theat Sloaeesingione Hae o
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ample, control over the research project, any right of the industry spon-
sor 1o exclusive funding of the specified area of research, and patent or
publication rights often turn on the defined scope of the research project.
Failure to have a well-defined scope can lead {and has led) to embarrass-
ing und costly disputes over who owns the patent rights 1o inventions
wade by the rescarcher {or the rescarcher’s organization) during lhe term
u! the research agrecment, hut not necessarily as part of it.

B NAYORE AND EXTENT OF THE SPONSOR'S.COMMITMENT O T11E PROJECT.,

Frequently, an industrial sponsor would like to tund a research pro-
Ject tor as long as the research seems to progregs in an acceptable manner
or s long as it {its into the firm’s overall research and markeling plans;
when the rescarch no longer meets the firm's needs, it would like the
right to cease funding the project. It year-to-year funding is compatible
with the university’s needs, it may be willing 1o agree that the firm has
the right to cease sponsorship at the end of each year. After all, univers-
ities have had to live wilh this mode of operation with most funds receiv-
ed from the lederal governruent for meny years.

Olten, howeier, the uiiversily's needs will require greater stability
i the funditig arrangement. Hecaase of Ilu, need for new stalf or fucilities
which m;ul:JHHH utherwise be wquuv . the university will want an
assurance that industry will not *“bail uul from a successtul unJmng
research projuct and continue the work on its own. Thus, it may be
necessury to negotiale o provision by which the industrial sponsur agrees
to fund the project, within certain overall limitations, for so long as the
research project musts certain clearly defined milestones. Of course, thé
ability to establish and agree upon such intermediate goals or “'gates”
depends on the degree of specilicity to which the research project, and its

intermediate and ultimaté goals, lend themselves. Although often dif--

ficult Lo set Jorth, intermediate “gales'” should be identified in the agree-

ment with a provision whereby the spunsor agrees to continue funding

the project, ut agreed upon levels, as long as the research continues to
meet those targets. until either the tiie or tunding negotiated for the total
project have expired.

Co NATURE AND EXTENT OF UHE VINIVERSITY 'S UNDERTAKING
PLIRSULANT 1O I L !\(.Rl-:l_nl\llaNi.

A unnversity should never make o firm commilment to achieve a
specdic research result, or to achieve any result for a fixed or guaranteed
amount of fuading. Suclta commitment is in conflict with the inherently-
upen-viided tature of scientilic rescarch. Guarantesing results (espocially
Tor & sel ainount ol mone v)is somewhat analogous 1o dbl\lllE a physician

ur a liwyer to goarintee the results of medical trealment or ltigation: it

can™t be dueand b would be unetlical to purport 1w do it
Addinovally aniversities e nonpeodit tvcevone! financi b ik
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aversive institutions which have no legal right to place institutional
funds at financial risk with speculaiive research commitments. The con-
sequences for unauthorized expenditures can be severe: the institution
may be liable for improper diversion of charitable funds,'® or it may lose
its tax exempt status it it permits the fruits of its operations to mure to the
benefit of a private party .t

As a result, one of (he first })l‘li\v’lbl[l]lb that should be written into a
university research agreciment is a statement that it will be carried out by
the university on a “*besl etforts’ basis, with no financial or other con-
tractual penalty for detault, except of course the right of the tponsor to

withdraw its support. The idea of such a provision may sound obvious to

membﬂs of an academic community, but it is foreign 1o many industries,
pdrluulmly those nol conunooly dealing with universities. Universities
must remember that industrind organizations are typically accustomed 1o
firm performance commitinents, fixed prices, and provisions which

allow for recoupment of damages in case of default. These types of provi- -

sions should be foreswaorna where the party responsible for performing the
research is a nonprofit, lax exempl university.

D, CONTROUL OVER 1HE CONDUCT OF THE FUNDED RESEARCH PROGRANE

Universities traditionally avoid any hint of control by the industrial
sponsor over the specific research program being funded once it has been
initiated. This resistance goes W the very heart of an academic com-
munity's concern over industeial spousorship. B involves the ubiquitous
(albeit not always clearly delined) concept of threats to “academic
freedom’’ and to scientific inquiry.” Most industrial firms that have

W Many jurisdictions. such as Ceblonna, in recent vears have revised the puneral
standard of care applied tod o jneal toustee’ ula waiversity organized as & non-prolit cor-
poratian. The trend is o mabe Vhat stamdand more like the stindard imposed on the dicector
of o genwral business corpuralion. as 1onleasted with the strict Hability imposed on the
trustec of a true trust See, e, Cal Corpe Conle § 523 HellBDeering 1974); see also 18 Ballan-
tine & Sterfing, Cal. Corp, Laws § H 02]5] it ed | 19825 The now lamous Sibley Hospirtat
case also applied this “modern teeod ™ in the hospital setting. See Stern v, Lucy Webb
Hayes National Praining Schoal tur Desconesses and dissionaries, 381 F. Supp. LOUS, 1013
(.D.. 1974}, Nevertheless, tis should oot obscore the Faet Hial, in most jarisificiions, the
funds and other assets of son pnopriclioy universities are, by taw, charter, or constibation,
dedicoted to public or charitabde purposes: see. e, Cal Corp. Code § 5100 [Deering 1979
18 Batlosting & Sterling, supra, 5 100021« (4th ud. 1882) 1o svime cases, these assels are

ipressed with an actual chantable toest Such Tunds wnd assels cannot, therelore, e
(ﬂvul'lmi W privide or sllier priposes without vielating the kaws, charters, or constitations
under which the universitios operade Even mader the liberalized staandard ol Gare, universi

ty “trustees” coubl be lowid godny o onstsinagement for authorizog or permitiing such

diversions.
"o See I I{( Y SOLECHD) et suepp tob2y which provides thal Hie exemplion from

tederal incomue tax allowed Dy 3 onaga) ol die Code will apply oanly to those organizalions )
i prtrl of the net carnengs ol i b mwses e henetit of any privale sharcholder or o
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had auy signtlicant dealings with universities realize how importaut this
matler 15 to university tesearchers amd will agree to a “hands ofl”’ ap-
proach; excepl tor appropriate techoical l‘l}l)l{l’lililg or collaboration.

[ DO AN N A l{um_‘r CF O THE TNDUSTRIAL SPONSUR 10 FLUND
REnkARCHIN THE AREA INVOILVED IN THE AGREEMENT.

While universities are correct in rejecting attempts by industry to
“control gither the mauner in which rescarch is doue, or exploration into
arcas nol covered by the agreement, s sponsoring firm may have a
légitimaty reason tor demanding the rvight te be the exclusive funding
source tor a project, Where the sponsor is fanding research in a fairly
well-detined area, with the hope of conunercially exploiting the results,
it may desine to negotiale certain exclusive rights to use the outcome of
that vesearch. For example, the sponsor may’ request the right to an ex-
clusive license on any paterdable inventions which result. 1o this case it
will he important to the sponsor to assure tha the results of the work are
not Ccontaminated ' with rights vested in others, particalarly other in-
dustrial or commaeraal spossors, but in many cases also including the
federal govermment. In tiese situalions the sponsor will usually insist on
an aprecment by the university that it will not accept funding from any
other source during the course of the funding agreement which could
adversely attect its nights to te finagl result of the research,

The extent of agreement granting exclusive rights 1o fund a research
project will vary depending on the tacts of the situation. It may be worded
generally to prohibnt the university from accepting money during the
course of the project which wouald alter the rights of the industry to that
rescarch. Or the provision may coutain an absolule prohibition against
other sponsorship of the samue research project withoult the original spon-
sor's concurrence Uocasionally, the parties may preter to agree to ex-
clude all addinonal sponsoeship except for specifically enumerated par-
tigs, as where the parlies depend on contributions from the tederal
governnient or olher noncommercial sources..

FoooEa iy Ao Treaes o AvToarl TECHNICATL 018 SCIENTIFIC
CHOLEABURATION BY R INDUS PRY PARTICIPANTS.
The more that the proposed arrangement takes the form of a
cooperativer rescarch eort, as opposed 1o contracted research, the more
likely it is that guestions will arise as Lo industry's nonfinancial contribu-

Ctions to the project. These contributions should be spetled out as clearly

s possible i the agreement to avoid misunderstandiogs as the project
pruceeds. Tl Tollow ing questions illustrate possible probleny arcis.

Perhisps sotne exotic souree nuaterial {Tor example, the subjecl matter
of the rescarc g s o be prodoced or otherwise supplied h\' the indosirial
spoitsor. When st 1o he delivered? In \\Iml ‘condition? How will it be
transpoite '

[
S
—_
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Perhaps fabrication or testing ol taterials, which can better be done
in the industrial setting, is o he performed by the sponsor. Who decides
when it is 1o be done and in whal quantity? What limitations are there on

the dndustrial sponsor's obligalions W produce, deliver, or test? What il

" the sponsor fails o provide thie materials? Will the sponsor prov u!v addi-
tional funds to the university to oblain them elsewhere?

Frequently, industey will provide scientists or technicians to col-
laborate with the university’s resvarchers. The parties should specify the
details of such eiforts, What is 10 be the division of lubo¥ between stall? |
the industrial researchers are 1o work .on campus with the university
researchers, who. decides what personnel will be made available, the

times they are to be in the campus laboratories, and the number on cain- -

pus at any one time? 1t is often best to provide that the universily prin-
cipal investigator has the vight 1o approve which statlf will be admitted to
university laboratories. as wull as their specilic schedules, to prevent
confusion and unsupervised aclivities in the labs.

It is terribly important for the parties to agree that the university’s
normal research and teaching regimen-will not be upsel. Both faculty and
students {particularly graduati: students) can be seriously hindered in the
pursuit of their normal research and educational activilies if adequale
care is not taken to prevent disruption. The academic infrastructure in-
volved is often fragile at best, and iUis cracial that intrusion of industrially
sponsored research does sob adversely affect the normal academic en-

vironment, More importantly, the industrial sponsor should not be placed .

in a position 1o divert student or faculty time and effort to its commercial
use (excepl as the agreement provides). Attention to this problem not

only will protect ongoing academic activities, but also witl deter poten-
tial accusations of improper and itlegal diversion of the university’s

assels.

G REPORTING KEQUIREMENTS,

i The matter of reporting reguiremenis should be distinguished from
inappropriate attempts by an industsial sponsor to control the actual
research project. Here, the lests should be reasonableness of the require-
ment and the feasibility -or practicality of the reporting. Some sponsors
may ask for monthly technical progress reporls which are really too
burdensome for the parlicular researcher to produce. Others may ask for
long, detailed reports which absorly an undue amount of time otherwise

better devoled to the research effort. The university researchers, on the -

other hand, might prefer an annual veport only, or if possible, no report
' at all,
A good compromise is olten to provide for a quarterly or semi-annual
report consisting of an oral report and interactive discussion, followed by
a short written summary or minutes ol the meeting, This process tends to
furnish the information required with the teast ammount of administrative
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deinand on the researcher. In addition, periodic technical interaction is
oltin excevdingly usetul to both parties.

tare wst also be teken to prevent unrealistic commitiments as to
hianaa) 1eporting. The university shoutd not be commitled 1o monthly,
or even guarterty, financial reports by, for example, the tenthl of the
manth, il the universily tinancial reporting system cannot deliver that
result without special herow efforts. Often university systemns are not set
up to veport un the financial condition ol research projects until approx-
ately the twenty-fifth ol the following month. Because most univerkity
finuncial repurting on sponsored research is associaled with reporting on
federally-funded projects, it is probably impractical 1o agree with an in-
duslrial sponsor Lo lunish different or earlier reports. (Of course, the in-
dusirial spunsor nmay be witling to pay for the additional expunse. Even
thea, it oy be an unwise practice to begin unless the university is
pregaced similarly to customize reporting requirements for other spon-
surs, )

1. FUNIING,

The lype and frequency of appropriate funding will vary con-
siderably with the circumstances and the usual practices of the particular
university- invoelved, If a-.university is accustomed to working on letters of
credit or other torms of advance lunding, it should by all means request
advance funding in such amounts and frequency as will assure uninter-
rupied wark on the research project. This type of arrangement works best
it a detailed schedule of tunding, by date and by amount, is set forth in
the research - agreciment ilself. Of course, arrangements can be made

~whereby the university makes periodic estimates and requests for fund-

ing. Bul this type of procedure introduces an element of uncertainty into
the lunding arrangement by requiring industry approval for each request,
And this approach inevitably requires more administrative time and ef-
fort on the part of all concerned. It is more convenient to use a schedule
agreed upon in advance il the necessary flow of funds can be [L,dSOlldbly
estimaled in advance of the project. ‘

One variety of funding arrangement, deserves special attention be-
cause it contemplates twao different types of advance funding o achieve

vital complemuentary goals. The first kind of funding covers the actual
costs or expenditures (both direct and indirect) estimated to be incurred
in performing the specified work. The otl;ler portion of funding is in the
nature-of a graut lur use by the university researcher in an unrestricted
way (but usually within a specified area of research). For example, anllif!
dustrial sponsor may agree 1o provide funds in the amount of $250,000
~for cach of three years on the following terms: on or before the beginning
of mt,h yt'(u the spuns(u is Lo pay $l(}U 000 to the umvelblty $‘)U 00 as a
' I hin A MEINnEY
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sponsored under the agrecment. Filty thousand dollars are then to be ad-
vanced on or before the first of each of the three following quarters, in
each year, all to be used on the sponsored research project. This research -
agreement helps to fultill two research funding needs: funding the
specific project, and providing money which is essentially unrestricied
and can be used by the researc Iu,l for basic or other research of his or her
choice.

1. COMPETING INTERESES 1IN TiE USE OF RESEARCEH RESULTS,

This topic brings us 1o a4 area identified by many people responsible
for university research as the most difficalt in working out research as-
rangements between universiiies amd industry.

Freedom to publish (often confused with the general concept of
academic lreedom) is o deep-suated matter of principle in academe,
which has at i1s base a curious mixtuzre of a need to be able 1o publish and
a sort of academic “machisimo™ that sometimes defies description or
categorization. The newd to publish is based both on the coneept-of the
free exchange of ideas and knowledge, which is so essential to scientific
inquiry, and on the fact that universities are usually tax exemplt institu-
tions which must protect that status in order to exist.'* In any event,
freedom to publish is a—nay, the-—governing fact of life at many, if not
most, research universitics. It cannot, dnd should not, be bargained away
for funding, industirisl or otherwise. '

This premise, of course, brings the university’s principles into basic
contlict with a valid concern of many industrial and commercial urgani-
zations. Although somwe indusivial firms obtain and “sit an’ trade secrels
or other proprietary imdonuation (usually perceived by academe and the
public as a “sucial bad™™), any moere organizations seek to obtain and
use such information as u necessary part of the production or delivery of
their goods or services to the public (a “*social good™). The trade secret is
often the vital link which provides the fiem with its commercial niche or

¢ The impordance ol the trecdonn to poblish, and (o do so promptly, 1o an organiza-
lion exemp! under § SU1CIL o8 Hie lalernad Revenue Code on the basis that il perforins
seiendilic research is discusse] odetail by keetz in Tax Exempl Organizations awd Conr-
merciully Sponsored Scicatdn Hesearc o 0] Conl & U L, 69, 72-76 { 1982-1883). See olso
Treas, Reg, § LA0c)(3)- 1051 (1976), and Kev, Rul. 296, 1976-2 (LR, 142-143, whieh ad-
dresses the question of when commercially sponsured resvarch performed by a § S01[cH 3
tivcexempl urgatization s consiidered to be carried ou Vi the public interest’ and thus
comes within the exenpiion aed when, on e other hand, such research s cegarded as
generating unrelated business income The vight o publish ireely and promptly helps
establish this necessary substantial relalivnsiop between rescarch and furtherance of the ex-
cmp! purpose. Publications becane portieufarly important where the university is peeform-
ing for industry “developmeat’ on other wurk going beyond whal the LR.S. will actepl as
“research’ that labs unde Hie esclusaen fiom unrelated business income which colleges,
upiversities and hospitals nsaa engey noder § 5 12¢b){) ol the Code. See the discussion on
this pobut in kuertz, siepra, ot S84, panticulinly note 41 therein,
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(:un'qn:iilm:l advantage, allowing it o prosper or al least suivive. How
cain thuse two interests be cesalved o the research agreement’”

This reconcilation is aiten ditticalt and soinetimes impossible, and
this problan probubly leads othe majority of cases where indusiry and
the nivaersilies just cannul greive ol o research agreement. Few univers-
ities today will agree W keep the results of industrially sponsdred

research conbidential, I contudemiality of the results of research is really-
imputtant to the mdustrial sponsor, that Tirm would bé well advised to
bave-thi reseaich performed somewhere other than an acadewic instiju-
Ll )

Neverhedess, there ae a fes breight hights ot the end of this tunnel. |
From industny s peespective, the anticipated resalts of the research are
oltet moch e scientifically or technically valuable to the industrial
organtzation, than is the heeping ot such results contidential. ‘Phis is par-
ticularly true on the case of the basic, generic rescacch which has tended
fo boster mudtespotsored arrangements, 1t is also lrue in situations where
the particular techonology s extremely dynamic and obsolescence may

Ccome quich by, these cases i is much more imporiant 1o be the first firm
with the technulogy, even with o short lead tnoe, than the only one with
it Increasing numbers ol high technology organizations seem to be com-
ing to this conclusion, B

Compautes are very likely drown to this conclusion by 1ecognizing’
that the right 1o publish is nol the same as the obligation to publish im-
mediately. and universily rescarchers often do delay publications for
variows reasons legittmate 1o them. Furthermaore, the process of scientific
or technical publication itselt usually takes several months, Thus, if the
imlnslriu_l grganization is recelving progress reporls on the resvarch and
s stafl on the scene, it has a definite advaitage over others nut privy to
the fescarch. And. if the technology in that area is sufficiently dynamic,

Jthatl advantage may be sufficient for the tirm’'s needs. :

A recent study'! has shed some interesting light on how industry
and university research personnel currently view the decision to delay
publication and how important the reason lor wanting such an agree-
ment can be. Fhat study indicated that eighty-two percent of 1he univer-
sity responduents believed that universities should agree with industrial
sponsurs 1o withhold research resulls from publication during the time
neessury fur the university or industry Lo abtian patent protection, ‘ﬁ,“oq—
versely, viglty-seven percent of the ustiversity respondents said that

O Phog sturly was conducted i the Sprang of 1982 by the author as @ portion of the
Frsanu Gl for his dissertalion as past of the requirements tor a Ph.D. degres in Management.
Eyghity peeesoas i iodustry wt the level o vice president, dircctor of research, o above, were
(lul‘l‘il:lf., ab W st enty-tight persons ol woughly comparable status within the forty-sight
untversaies whnch coustatute tee 105, membuers of fhe Association of Amenican Universities
PAAUT Pl sesilia ol ths standy are inchaedel i the dissertation entitled The Need forand
the Impedinents to inproved and Novel Poversily- bielustry Hesearch Ht:htlluilﬁlli[ﬁ, to b
prabittshid 1 catly 1uoa by Ulaversily Mictolilms histernatumal, Ann Arbor, Michigan.
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universities should not agree (o withihold research results from publica-

tion for the firm’s compeiitive reasons other than patent protection,
‘Thus, there seems Lo have developed within the academic communily a
rather clear cut distinction between delaying publication for the lime
needed 10 obtain patenl protection and agreeing to delay publications for
other reasons. This distinction seems to be reflected in mmost of the recent
research agreements which we have examined. ’

" Phe contractual provisions defining the agreement 1o delay publica-
tions until patent profechion is obtained vary considerably. Some provi-
sions are quite simple and vury general: the parties merely agree to keep
confidential and not publish auy results of the research until adequate
steps have been takon (o protect tie patent rights of dach. Some provi-
gions are more elaborate il require a pre-publication notice to be senl to
the other party, or establish a specific time period during which pubfica-
tion will be withheld, so that the party may file patent applications.
These periods typicatly range from thiny to ninety days, although some
are extended up 1o six months. : '

Otherwise, the agrecients gencrally do not give to the industrial
sponsor the right 1o approve, or even to review, publications prior to sub-
mission Tor publication. It is nol uncomin, however, for the parties to
agree that rescarch subiitied for publication will simultaneously be sub-
mitted to lhe sponsur. I these cases, the lirmcan take comfort that there
is o considerable time pueriod, ypically about four months, between sub-
mission for publication and actual publicalion. Most universily re-
searchers are likely to be recuplive 1o legitiniale comments or criticisms
from the sponsor during thal time. Presumably, however, changes would
not be made merely brcause the report places the spounsor or its products
in an unfavorable light or otherwise decreases the sponsor’s compelitive
edge. I the last analysis, that decision st be left to the individual
researcher, who st cenaine froe from any contractual commitment
limiting the exercise of judgment as o which comments or criticisms ol
the sponsor should be vellocted in the final publication.

). RECEIPT OF PROPRIETARY INFORMATION I'ROM ENDUSTRIAL SPONSOR.

One matler that is olften confused with the university’s need o
publish is the acceptance of proprietary (conlidential or trade secret) in-
formation from the sponsor which is necessary o the performance ot the
research, with an acconpanying explicit agreement that the sponsor’s in-
formation will be kept confidential. This is an entirely different maltler
from agreeing to delay or to heep confidential the results of the research
project, and therelon:, the vverriding principles of publishing research
do not apply. Nevertheless, there are practical problems in agreeing 1o

protect a sponsor's vonfidential inforuation” in the academic environ-.

ment. An academic communily, with its principle and practice ol free ex-

place inwhich to pro-

change of ideas, is by its nature simply a ditficult place
mote any confidentiabity.
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There also need 1o be elen-cut contractual understandings regarding:

the universiy’s tght 1o disseminale the same or similar information if

feceived withoul tesirtion trom sources other than the sponsor. The

university weeds b be protected from Hability or criticism if otlierwise

confidential sponsur wdormanon gets nto the public domain without

Cuniversiy luall

With the prreper ovientation ol the unwusny research team and proper
dmllm;., of the tescarch agrecinent, these matiees can be dealt wilh to the
satistaction ol bhotle parties. Nuvertheless, " in the final analysis, each
universily st decide wheéther it waats to subject itself to the internal
uup!mls BeGenndly 0 receive and prolect spunsur-fu|‘1‘1is}1ed proprietary
information. The university and i, ;u't'ally musl also decide whether
they wre withing 1o accept the adverse imapact fallieit often relatively

HII},'N] oo the hree vaterchange of idormation Aoty laculty and students

whicth could conie hom protecting the sponsur’s information.

Ko Paress Konrs,

Patent nights nvelve another important, bighly publicized area of

dispute between mdustry and universities. However, there are several in-
dhcatinns that wlebbian over palent righis is not as serious a problem as
Homay lave beensa tew vears ago. For whataver combination of reasons,
patent applications tilisd by, and patents issued to, United States inven-
tors have dechioed narkedly over the past several vears, both in absolute
numbers and elalive o foreign inventpes, v In the (ipinit)ﬂ of P'rofessor
Riytiond Vernon of Harvard, the reasons for this deciine are that: ~“With
a speeding up o the echnolugical chinige, some companies prefer 1o
heep their mnovations o themselves rather Hian prublish their results.
Moreaver, ithe
.dl sy Inpm;, costreiducing products uml |Jnmebsvs alsou tends to reduce thi
innovator's williogness to patinl.’

There appears to be growing re u;,nilion that an exclusive license 1o
a putented invention, title lu which is retained by the udversily, will ac-
complish atmos! everything for the industrial spousor that outright title
to the pateat would secomplish. Exclusive ‘commiercial use for several
YEAES, M sutie cases lor the lile of the palent (see discussion below),
usually will be sutlicient tor industry 1o accomplish its purpose (even for
lax puiposes') ._\Inml viiversilies are Wll_hn;, o grant an exclusive
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license in the appropriste case and with the proper march-in rights.
{(“March-in rights™” are rights in the licensor, 1ypically to reclaim tfrom
the licensee all or certain rights in the invention or to require mandatory
sublicensing by the licensee it the latter does nol tuke the steps necessary
to develop and market the ipvention in a limely fashion. ) Thus, while pa-
tent rights are an important vlement in the negoliation of any university-
industry research agrecment, theic resolution is less troublesome than
once perceived.

Often the first point nl comtention between the pdllll"a is whether title
to patents on inventions made in the course of the research will vest tu
the industrial sponsor o1 in the universily. It has been our experience that
an exclusive license, properly dralled, will satisfy wost industrial spon-
sors. However, some wdusteial organizations will not accept anything

Jess than title, In those cases. andess The universily will agree 1o assign

title to the sponsor, agreenwnt may not be possible. This problem has
proven to be the exceplion rather than the rule.

Most universities, given there dewthers, would prefer o grant non-,
exclusive licenses, as vpposed to exclusive licenses or patents, because
they are more in keeping with the acsdemic concept of free and broad
dissemination of newly acquired knowledge. Viniversities often have
specitic writlen policies declaring the nun-exclusive license to be the
preferred way to license patents.

Particofarly in the case ol generic research ‘:[l[)llh()]&d on a multi-
sponsor or consortivi basis the idustrial sponsor sumetimes will agree
in advance 1o non-esclustee licenses, The decision 10 acoepl o non-
exclusive license often will depend on the sponsor’s competitive position
in its field (if dominant or darge encugh, i may feel able to forego a
preferential patent position), the size of its investment in the project, o
the importance of the results ol this particalar rescarch to the future of the
SPONSOF. '

The goal of granting free access Lo innovations crealed by univers-
ilies is certainly laudalory, However, as the federal government tearned
over a period of many vears, il a lirtn cannol oblain some measure of pro-
tection by preferential licensing, it is not likely to spend significant
amounts of money to develop and nuarket the type of innovations which
typically result from university rescacch. Thus, most nniversities must be
prepired to grant exclusive liceoses Lo the industrial sponsor inap-
propriate cases il they are to deat effectively with such sponsors.

H the parties agree that an exclusive license is appropriale, thu
following issues arise. Should the Heease be lor a term of years, or lor the
life of the patent? What rights will the university reserve so that it can use
the innovation fur research. cducation, and e performanee of other'con-
tracls? What type ol reporling on ivestions witl be cequired, and under
what circumstances must such reports he made? Who will file the
wsary palend xiu.hs alios ol 1y tor thair costs? What de \.’t‘hll)lﬂl'll

[TSTRY]
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tub or performance requicsneats must e mel by the industriab liceusee by




‘order o elain the license, and what are the companion " march-in”
riphts of the waversity 1l the hicensee fails to comply with the license
agroeinenls . Whal hcense lees or royalties must be paid by il licensee
aned nnder what arrangeient? How will the parties handle juint inven-
tiims? Who wall control, sad pay for, the prosecution of patent or license
indringins? Shoukd the heense be restricted to one *“field of use,”” leaving
e undversity o right to license the invention for other uses?.

Detarlead snalyses ol issues such as these, relating to spenific patent
rights 1o be granted 1o the industral sponsor in the event patentable in-
novist e doatse woder the research ilgﬁl_zet‘nunl, are beyond the scope of
this wrticle. Patent counsel should always be involved in tormulating
apteeieils nnvolving patent nights, terms of arl and standard practices
are Doty nvolved o this ares which may be applied incorrectly by
it lay person or even by gencrad Jlegal counsel,

~ Sowe unversities preler Wdelay a decision as 1o the type of license
to be granied uaul o patentabte invention has actually been made. In this
way, i1 ks Bl that any specdic perunent circistances can be taken into
consitduration betore thal decision s mddc U Someélimes agreciment with
the sponsar to delay o decision may -be possible, bul  sponsors
wtiderstundalily preter to seltle these IHBU( s i advaoce,

Agreciments with industrial sponsors as 1o the patent rights they will
have to tette bnvenlions vary in two major mespects from mosl patent
hounses othienvise grantad by winversities, First, most patent ticenses
otherwise granted by aniversities cover inventions made under contracts
with or grants o thie tederal government, Therelore, they come ‘W‘ilh
all the steings which may be attached 1o patent rights gained under such

Al 1D beod it o0 2B can g whiee e defines whiast grants e LRSS Deteves do bt
s U e tet o e densngy il suledantial ighis o patend 7 Those ot mestiog e Lest, oc-
Condimg tothe L s an hude a geant whiche ok s limoeat geagaphically wathm e country
of e, U ) b Do pndaration tooa el ol less Hu Use remaining lite ol the patent; o
(3 rants gzhae i biehds ol use soathi ades o sdistees, wlne b one less thao all Ue rights
vttt b e paiera wloere e peaened righits bave value w thae tnme ot the giant; or (d)
Covatts fess s i e claninis i el « et by the petent that exdst amd have visdiae at
e tabe gl e goaont Leas Bapg 5 Lr2aa 2qh) i;-l:‘u delines the rights wioch e LRSS,
Bielicvan b e batantan 7 tor the ponpeses ot & 31285 ik ol b fhas may be retained by
the ransdeio aothaat prepod ity e capntad asset e obthe grant. The peinossible reten-
flaaii i h;[Iw Lt teteaion od Lepal Gtke Toe thie purﬁum- vl securow pertarnaie e of payinent
by the trdnesdores tea Dot Tion cnv b i, transter of woesolusive flcense to oanulaclure,
e ted Soll fon thee Dt o) N padent arnd $hy setentjpn ol sach oghis as e ol tngunsisient
wilhy e e owge o v eship ook as the tetendion ob g secuody titeres? G o vendor's

e for i s tvatbonn o the natore ol accoibibon subigegoent fsoe has proviswon tor torleiture -

boie st i e Cortann sthion exatnprles ol rights dbonc b may 1ty nof b substantial
alw e wrcen i the regadattons Schethes these fatler oghits ooy be retaned depends on the
s bl bt schode teanes o e regabation itk Lead e telettionala right 1o
bbbt ol o e el b ol o alebsnitial n;_"]ll |t‘ll Hie purptisea ul & Lddn

Poer acdhi e ot the dn e teon b e grastng ol e lisave pahc ol oenses on
Nava 000 denand s e abd 2nnits OF St ey e e essos on el imveniions which
v e ke ot Bt uender o ponsened coseanrgh poccges U e e tesd ol e so-cieled Pa-
Jatvs Dy - fadeien ol i betthoentea ot ] o &1V L 12y

contracts or grants. Under the new law governing inveutions made under
contracts or grants Tundued by the federal government, ' several such re-
quirements exisl as lo inventions to which the university elects to take ti-
tle. These include, amang others: (a) a prohibition (unless the gover-
ment otherwise agrees) against the granting of exclusive licenses 1o per-
sons other than small business firms for terms greater than the earlier of
five years trom first commercial sale or use, or eight years from the date
of exclusive licensing [excepling certain years needed for pre-market
regulatory clearancel; ' () certain “march-in” rights reserved o, and
which can be exercised directly by, the lederal government in the case of
exclusive licenses issed by a university;2v and {¢) unless waived by the
governiment, & requircinent’ that an exclusive license nol be granted
undess the licenses agrees that any products embodying the invention or
produced through e use of the iovention will be manutactured sabstan-
tially in the United Stales. <t Because these requirements altach only if
federal tunding or support is involved, agreements often specify that
there will be no federal support which might detract from the industrial

sponsor’s rights,

The second mujor way in which provisions in research agreeme nls
rvgdldmg patent rights vary Tro the usual patent license granted by the
university is that they wre all ugreements made in advance of the innova-
tion. It is clearly more dilficall o negotiate appropriate provisions to
caver future inveutions than 1o negotiate palent license provisions tor an
existing invention. That is a prime reason why some universities defer a
determination as to whether any license should be exclusive or non-
exclusive until after the Lact of invention. About the most thal can be
done in pre-invention situations is to negotiate as flexible and as com-
prehensive a provision us is acceptable 1o both parties. Such a provision
can range from a simple agreement to negotiale in good faith any
necessary licensing “uerangement afler the fact of the invention to a
relatively complete license agreement, Tully negotiated except for

“description of the patent or patents involved. The latter is normally al-

tached to the research ugreenment o be executed by the parties if and
when palentable innovations wrise under the research agreement. This
writer personally favors the latter approach, to the extent feasible,

because of his penchant {ur cortainty and for settling things while one-

;sllll has some barguining power,

L. ThE LICENSING OF “KNow-How, "

The licensing ol aupatentable or unpatented “*know-how" is not
usually a major issue in the acadeic context. Even within this context of

oAt o Decs 2 i g ela) Pale B NeCUG-5 1704 S0ab 3085 (1960) (codabicd at 3h
LS G5 200-21 1§ 1976 & Sapgs IV tangy.

PN RS LY S0SIOU S 70 & Supp Y bR,

o el oal § 200,
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free publicalion theee smains o considerableg auount of technical and
procedural rescacch detail which never reachés publication, not because
of vontractual or oiher exterial constraists, but because of the nature of-
the infurmation, or hecause the vesearcher simiply does not get around to

publishing o . .
in the tpwal it thee fe U pateot ticetse, any need for related

“hnowc-how " by e hoensee ton be fand usudlly is) liled by makiog the

rescatcher wvatlable Tor individoal consultation. 1o the before-the-fact
situihion typicalhy invebved o researeh ug}‘mimuni negoliations, the
wiversty is senctnnes faced with a demand by the industrial sponsor
e a bivense, o ase a b ol a0 know-how "' Such a “know-how”’
lcense tor tekalal welinology  parhicatarly on g non-esclusive basis,
woull appeat 10 present o conceptual or_practhical problem lor the
univeraity . proviaded the tescarcher procesging the know-how' s
agieeabh: and the Toecine ds subject to the ugiversity's dudd resvarcher's
rights {o pubbish heehy  Buab guestions night arise were the sponsor to
wish an Cexclusive Ticense loy alb unpublished data. That issue can |and
has] besn teaolved by providiog clear understanding that the spousor’s
“eachusive Tcose can be elleclively nug"d_h’td Iy publication by the
umiversity or deseatcher, By suedcan lel'Ut}lll!’)llll. the induastrial sponsor
still ganns extdasive aceess to the date midess: the rescarcher goes 1o the
time und trouble of pubilishing 1t Tnaddition, the agreement raises an ef-
fectivi: bar to anv conpetitur's aecess 16 the wnpublished data,

M. IDEA S CATION AT THOLD TIARMLESS AGREEMENTS,

Farrly trequently . anindustrial sponsor will ask the university fo in-
dernmly the sponsor for, and liold it harmless against, any und all claims,
costs, suits, and the ke, arising out of the perfornunce of the research
wark: Utien these proposcd  mdemaity agreements wre unlimited in
stope: they ask oevdesanity wnd holding harmless without regard to the
nature o e oy, damage o loss, and more bportantly, without
regard o who s a! loalt, These broad indemnidies should be, and usually
are, rejected out of hawd, They are over-reaching and untair, and would
subject a4 university 1o completely auknown and unguantified exposures
and, guite possibly | 1o catastrophic loss. ; : _
Whether the antversity should agrec to dny sort of indemuilication

rutiing to the mdistrial sponsor, and o what extent it shoutd do so, will.

depend npon several lactors. These include: (1) whether the institution is

public or private. {27 iy attendant authority lo‘enter inlo such agreements:

snder e taw whdi s apphed o the institution, and {3) the risk
assumption and munagement philosophy of the particular institution in-
volved, including the nature asd extent ol its insursnce coverage.

fin cettain cases 1 may be appropriste fm:‘iht: ihstitution (o arrange a
limited indenoity and hold hannless agreement, running to the spunsor,

. [ N : o Pkl L sl el e s NS a2
for injuiies, datage. or fuss atising ot of the actuad perforinance of the

restatc D agieemene However, insuch a case, 4he exposure should alinost

'
»
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always be limited o, [ur example, the “acts or omissions of . Utor,
preferably, the “negligence or other fault of . . " the “olficers, agenls

and employees of”’ e university. Sucl an indemnity agreement at least
iimits the scope of Hability o something approximating that normally
sovered by general liability insurance; often the type of limited indemni-
ty described comes within specitic “contractually assumed® linbility
coverage provided by the institwlion's insurance carrier. Where the in-
dustrial sponsor will actually b collaborating in the research, every ol-
fort should be made 1o oblain from the sponsor a similar mdemnity and
hold harmless agreement covering the sponsor’s officers, agents and
employees. ' o .

some institutions, for lepad o other reasons, may not be able to or
may not wish to agree lo any indemnities at all. Some may insist on a
release by the indusivial sposisor of any liability for any kind of damaye
stiffercd by the sponsor ik pechaps by others). Others may gou further
and insist on o unilateral indewnity aned hold harmless ugruutﬁunl runn-
ing from the sponsor to ihe university. And other institutions may ex-
pressly disclaim uny wartanlies, espross or implied, as to the conduct of
the resvarch project or its lindigs, or as o the acuuracy ol the results or
their utility, merchantability, or tituess for any purpose, Whether and to
what extent the university can extract such a release or indemnity and
hold harmless agreement o the sponser, or sustain suchr g (liscliiinu:r.
will be largely a function ot negotivtion and of the relative bargaining
positions of the parties.

In any evenl, cvery institution should be alert for one particular
situation even it it agrees to sowe sort ol indemnily or hold harmtess pro-
vision covering the actual performance of the research itsell. In the case
of any invenlions Hensed 4o the sponsar as a result of the research the
burden should be syuarely placed anthe spousor to indemnify and iml(l
harmless the university (aind its trasices, officers, agents, and employees)
from any labitity ansing out of the manufacture, uss, or sale of prmlhu:ls
covered by the ticense(s) and sulfered by the sponsor or by users or pur-
chalscl‘s_ of such products, This stuation, of course, involves product
liability, a field in which the industrial sponsor who is commerciatly ex-
ploiting the research is ia position b superior to the university’s o
protect against, and be financially responsible for, such liability. The
university should not permin tself 1o he placed in the position of hiving
to assume this burden io place ol the HPURSOL, '

| ,
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Another important consideiation inan industrial agresment witl be o
clear contractual understanding coucdraing any limitations on use of the
name, trademark, logo, or ather ety ing marks of the university, and
of the names of researchers, students, or statt, for adverlising or promu-
tional purposes. Uhiiveesioes penvrally are loath to permit industrial
organizations to profit tawncially by trading on their names or reputa-
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Hions. Provisions oy e conract van prohibit this, yet still provide for ex-.

Cceptions W be made satlouiiversaly approval. -

U1 Paatda LA Vot 1 Fs OF INTEREST
Vil P [t v T Ve s 1Y RESEARCHERS.
4

o e skt i lllnllh:iii'. il ;mh:IIH.tl \.(,ll-'ﬂ.“l!l\‘illi. interest are inter-
ma! b the noversit oo caast Between Hie wuiversity and its faculty . But
such conthicls et aod do ot topede the naking uf resaacch
agroements belweve nnvesities dand tndustrial sponsors. For example,
one ur e ol the Taculiy researchers mvolved ina particalar project
iy e an ety oferestoan e potential fndustrial spunsor, ue an
ongoing consubting auangemenl with it which may be seen by lhe‘
university o s faculte as constitating an actual or petential conflict of
intorest. That situation at one exhieae, could gesull ina research agree-
ment ol beimg entead o betwocen the university and the indusirial
organizanon lor that particatbar restart i, Al heother extirenie, the rescar-
cher insicad anight retinguish s or her interegt inoor relationship with
the: cotpany. ‘ ;

Oceasiondly | conran over anactual or possible contlict of interest
will mihe it tecessdie (o negotiale boto the rescarch agreement iself a
provision wherehy the todustiad sponsor agrees that no faculty member,
stalf meanber fared gl studenty of the nniversity las or will have any
interest ot of W paclcrpate s ancollicer, divecton or consultant in o of,
the organization durig the course ol the apreerbent. [Cmight be provided
further, that tailo: o abide by this agreement coubd result in cancella-
tion of e apnecment by the universiy and furfeiture by the sponser of
any furthor rights to esearch results or patents. U should be kept in m‘ind
that un eeasion ielviduad consaliing by facalty or stalt members 1s a
wsetud jadut ot o :,upplunnem to the research agreewent, as discuss-
ed with regard 1o the Heensing ol Chnow-low. 1t s important o
distinguish theose sitvalions hom e situation wheve s continuing con-
sulting atrenpeincnt with the spouser s wally just a convenivnt
substitute foran eyuny-holding position in the company.

IV. CONCLUSION

Phis article has sought 1o addfess some of the more frequent and in-
portant problems cicountered o negoliating and dralting uniw:rsi’ly-
industry researcly ageecients, and 1o demonstrate various ways in which
these problems o ssues e be approached and resolved. o wany
respecly, wi who wee aegotisting and drafting these ugreements iLl'
pniversities ate =0l the “hidhiog™ stage of our ellorts, in & very
dyramic held |l).n Whal were important issnes vesterday  have
Deconn: ih seiie Cases elatively unimportant today: today's buining
issues iy be toorion s cold sshes And 50 we may expect thal new

andd creative sululions will conlinue o be needed Lo cope with continu-

ing vhaoge.

A
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PAJARO DUNES CONFERENCE
Draft Statement*
Preamble

Research of the paslt several decades, through - enlightened public
support, has profoundly advanced the understanding of life processes. A

‘new biotechnulogy of extruordinary promise has emerged. While much g

of great importance remains 10 be learned at the most fundamental level
about living organisms, applications ol present knowledge can be fore-
seen that are likely to be ol far-reaching beoefit to people everywhere,
These useful applications muy well improve health, enhance food and
‘energy supplies, improve the quality of the enviromment, and reduce the
cost of many industrial processes and prodocts,

With such beneficial possibilities al least dimly foreseeable, it
becomes a matler of urgenl concern to take constructive sleps toward
their fulfiliment. Most ol e basic research which made these applica-
tions possible has been doae i universities in the United States, mainly
with federal government funding 1The development of these findings mto
useful processes and products is already vigorously underway in Amer-
ican industry. 'The chain ol progress front basic research 1o useful appli-
calions necessarily invelves unversibies and industry. For the promise lo
be fulfilled, all links in the clane nst be strong,

The translation from opportindy Lo reality is not simple or easy:
Serious problems are involved. These problems center on Lhe preserva-
tion of the independence and integrity of the university and ils facuhy,
both faced with unprecedented liancial pressures and complex commer-
cial relationships. Universitics ave a reposilory ol publictrust, and, in
many cases, of public funds as well, wud they have an obligation to the
public as well as 1o their students and faculty to ensure that they remain
devated to their primary goals ol education and research, and that their

resources be properly ased in theiv pursuil of these goals.

Therefore, leaders {rom five of the universities tha: have engaged
heavily over many yvears in rescich i the life sciences met to explore
problems and clarify the considerations essential to wise policy-making

* Jrom a Biotechnology Conleseao: held at Pajaro Dunes, Cadifornia, Mach 25 27,
1982, The presidents of Stanfused Vionesity o e Califore bstitute ol Fechoology. the
University of Calitiinna, Harvard Cins ersaty and Massachasetts fnstionte of Pechnology
conveied e meeting. The 30 noomed poabeopeots iecloded aneversity poesadents, ad-
munistrators, faculty scientists. g nslustoy tepreseatalives, Peemission o pubibish granted
by Robert M Rosenzweig, Vice Peesadoent for Pabiin Atlas, Stentord Universiy.

gk
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i this arca. Each university sivited members of its own faculty and peo-
ple Trom the Bustoess conmnmnity to attend, as discussants and resources.,
These consiiderahons must be viewed from the perspective of individual

sCinttisls, wlversities and nslitubions, industry large and small, and M‘uﬁ .
genvrdb welb-being ol people everywhere who can someday benelit from

e uses ol Diotechinology. The social condeqaences of the technologies
are an el poat ol resesch o this field.
There are sevenad strong motivations for academic instibwions and

thear biculties 1o sech dusley support forreseach. irst, there is a genu-

ine mterest i tacibdatiog the Uansler ol technology —from discovery Lo

Cuse e contobute foothe health and productivity of society; second, -

there s inteted o angoing diglogue between academia and industry

which caubd nnpeove the level ol applied science by close association
with bndostry applications; amd, thind, adademic iostitutions and their
fucodiy il s ane tecting particadarly hacd-pressed financially and see
suc b conpueration with mdustry as a way of compensating for o ~mall but
inepiortant ot ol the sapport tost rom federal sources.

Although biotechnology s al the cegter ol wday's news, we have
considheted 0 appropriate 1o discuss a broader range ol university-
sty |ltl|ii1[)llhill|]_,‘i wiltiiud repgard Lo S_le‘u(ﬁ @red.

Fronn nedustioy s point ol view, o cgmpetitive position is critical.
Bic b hoglowsclonology gompany sechs Lo develop e Ubest techinology™
atid to wse sl pooductively. Phe development by a business ot o coopera-
lve rescarch relationship wtls o university is likely to be based on the
pressmption thit hest echnology '™ can most readily be created by *best
peaple,” urcess bowhom is one objeclive for the business which tinances
the progran As Tong as the conditions which surround access Lo a uni-

versily s hest people™ are nol too onerods, business will continue 10

make pew alteciments with aitversities to enhunce their opportunitiss 10
achieve Lomipettive advanlages. ‘

But the appropriate developient of pew opportunities in uc.eldemic-
industrial velations presents universities with o host of problems. The
most importast of these is e potential distortion such relationships may
Cause o ataduioe ohjectives, While this issue may vary'in degree from
oie acadeinte mstunbion 1o another, il is-shared by most research-basd
viiversities ad imstiules ool carefully managed, these patterns of af-
llations amwooy aoversits lacolty, universitivs and industrisl firms,
benelicial thaugh they tay be o the transier of techinology, may lead: o
serious ditlivul e, ) _

'l'lu:--}nnpu:n: i the il;lfl:lil]}.{ was. 10 contributes uselully to a more

brithal provess of pofieyvanaking - bat nol to make policy. This respon-

sibibiy rests with the indiodoal institutions. The focus of the conference
wan bo et e the areas of dithicalty or’potential conflict and 1o develop

Cstgpostions o aoding e peow th ol industey-university cooperation in

reseiali 1 B Lo been Lol that universiity adunnisivators, facully and
incdustey beadins e it een commusicaling eonough abaont the prob-

.‘
1

lems arising within the universities in connection with the commenrciali-
zation of basic research. Lyually important, the problems and objectives
of industry have been ollen ignored. As o result, different institutions
have been engaged in ad hoe policy formulation, without the benetit of
sharing their experience and discussing their common problems.

The vverriding concern ol the participants was to explore eflective

ways to satisfy the univisity community and the: public that research
agreements and other auapgements with industry be so constructed as
not to proinote a scorecy that will harm the progress of science; impair
the educational expericnce of students and  postdoctoral fellows;

diminish the role of the university as a credible and impartial resource; -
interfere with the choice by fuculty members of the scientific questions  #-=

they pursue, or divert the energies of faculty members and the resources
of the university from primary educational and research missions,

R.l*ll.}\'i'lONSHll’:w‘ HEEWEEN UNIVERSITIES AND INDUSTRY

R areh AGREENENTS .

I is imporlaut that universities and industrics maintain basic
academic values in their research agreements, Agreements should be
construcied, for example, i wayi thal do not promote a secrecy that will
harmn the progress of scicnee, impair the education of students, interfere
with the choice by Tacalty members ol the scientific questions or lines of
inquiry they pursue, ov divert the vnergies of faculty members from their
primary obligations w teaching and research. _

Universities have o responsibility not only o maintain these vilues
but also 1o satisty facuity, students and the general public that they are
being maintained. One way of accomplishing this result might be to
make public the relevant provisions of research contracts with industry.
Another method may be o allow a facully committee or some other com-
petent body to examine ull rescarch contracts with industry and assure
that their terms are consislent with essential academic values. Reason-
able people may ditfer on the choice of nethods to be used, and we pro-
pose no single solution. What is essential is that each university establish
some effective method.

The traditions ol open research and prompt transmission ol research

results should govern all university research, including research spon-
sored by industry. Those traditions require that universilies encourage
open communication about rescarch in progress and research results,

However, as discussed below, it is appropriate for inshitutions to file tor

patent coverage for inventions and discoveries that resull from university

research, This action may wequire briel delays in publication or other

public disclosure. 7
Receipt of proprictary information from a sponsor may occasionally
be dosirable 1o Leilitte the reserch. Such situations must be handled on

3
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S case-by-case Lasis tha taimer which deither violates the principle

slated above par dederes with the educational process. Any othér g

cestnctions vn contial ol intormatiog ilisclosure by institutions are not
appropriale as general policy:

|’ \u,\.l lnthiN(.

Patents t.mi patent licensing provide valuable incentives to focilitate

the process of Ganshaiog scicatitfic discoveries into useful processes and -

prosducts By protec g the righits of the invénlor, patents also encourage

inventors aid tsttutions toweke public their discoveries, thus promot-

ing the progress of scence and techinology. ‘These advantages are fully

apploable to unm crsites, woeh need an incentive to identify potentially

usetul discovernes aind 10 sech cotipanies that have the resourcus and
capahilities w b these ideas (o The marketplace. The federal govern-
mend bas e ogitzod these advantages by lamending the law to atlow
wriversies 1o own anil liceuse patemds on discoveries made in the course
ol rescarch Hiiced by government grants ang wonliacts,

Linversition aee now developing IIIUI‘B._EE“'(}[:HV&! progritns to identify
and patent patendedly usetul discoverigs and w licease them to inter-
ested lins With tew exceplioas, such programs have vot resulted in sig-
nificant haancwd paius o universities though greater pains may cotne in
‘the hatore, regatdiess of the uncerlainty of the economic
retur, as recipnents ol public aods, universities have a responsibilily to
initiate and wastan elfechive patent and pdlull licensing progriams to
encourige lechoology Ganster,

Hois impoptant that universities administer patent programs in a man-
ner that contorne. o the pubbic interest and to the universities’ primary
commitmenl 1o feaching and One important question is
whether universies shoubd prant exclusive or non-exclusive licenses.
Some people tear il alloseng o siegle ficm the sote right to develop a
patent widl necessarth remove conipetition; slow the development of the
pateit o1 even present developiment altogether, This tear is exaggerated !
Although, in Cases, ndtiphe
developient, casts. exclusive rights are essential if- develop-
menl s 1o take place since ue b will expend lovge sums for l]tVb‘lUiJ'-
mend tht wall pooriiy beonedit others,

Thus, vtoveraties shunld be able W negotiate exclusive liceoses pro-
vided. that fpartant “to allow prompt, vigorous
devetopment ol ihe patent to ocenr, Thie desirability of exclusivity inrcer-
Win cases s i o oeaed unds current fedaral law, When exclusivity is
atlowed, Toveevers i shioald be penmilled for only the interval necessary
teene purage the desined devetopment, T addition, the university should
insist upan o requorean:nt ob dae diligence on the part of the licensée in
in eaericising these

Huowevio

rescarcli.

Hirlble

s ol bier

exnchieavily seicts

develuoping and uning the sesponsibilities,

t tustre that their patents are vigorously de-

Jralent.
universities shiould seek

licenses will undoubledly speed

L

(eI

N i
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veloped-—not only to promote the public interest but also to further the
universitios” righls 1o royadty inconud.

While the foregoing poticies seem auceplable for licensing patents on
discoveries already made, greater difficulties arise in corporate research
agreements where the sponsor requests the right to exclusive licenses on
all discoveries made a result of the research funded by the company.
Some of us believe that such exclusive rights are an appropriate guid pro

-quo forthe funds provided tor reseavch, Others believe that the university

should be willing 1o ugree 1o provide inslead non-exclusive royalty-free
licenses to the sponsor, but should not give up its right 1o examine the
appropriateness of excluswily for cach invention on a case-hy-case basis.
This question needs to be addressed hy universilics on a coulinuing basis
in light ol their expecienc:,

It is important thal universities not influgnce the nature of the
rescarch propused by protessors, postdoctoral fellows, or students hy
pressing them to do work of polential conunercial importance or o
bhecome involved in other commercial aclivities, Professors may choose
to delay publication ot rescarch findings tor o brief period to permil the
timely filing uf patent applications, but, abseol a-contractual obligation,
universitivs should uot try 6 prevent faculty members trom publishing .
or disclosing their research findings to preseeve the universities’ pdh'nl
rights. : '

Universities shoutd not be improperty influenced in choosing
licensee by the fact that o faculty member, or the university self, is a
substantial stockholder or has other signiticant ties with a particular
company. :

Licensing agreements b l\wt,n a universily and a company are in-
tended to accomplish the transfer of tlechnology in an eficctive way, In
those rare instances where a facully membec or the university has a major
financial interest in o company secking such an agreement, and where
the techiology Lo be hicensed has been, in whole orin part, developed by
the faculty member, Hicensing should ordinarily be on a noo-exclusive
basis. Exceptions might arisc il the transfer of technology is best accomp-
lished through an exclusive arangersent for a limited period, as, for ex-
ample, in the case ol colpanics possessing unique skills necessary 1o
such transfer on a tinu:ly basis. :

T UINIVERSHY AND TTS IFACULTY

University professors have long associated with companies through
consulting and other typues of relationships. Such interaction can have
significant advantage o the univeristy, to the faculty member, o the
company, and 1o the pubbic, In many fields, faculty involvement with the
commercial world provides valuable material for teaching and reserach,
career opportunities for studeats and support for institutional activities.

Notwithstanding these benefits, professors” relationships with com-
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mercial Trms shoald ot be allowed 10 interfere with their overriding
ubllhuilun o the moversity o fultill their primary responsibilities of
caching I TENINTINT

I recassl vears, the problems ol ac Inevmb this goal have ussumed
Sgreaten urgency by vintae ol the growiig lendency, especially in the bio-
technology tield Lo prolessuss W own significant blocks of stock in com-
merclal citerpnses, o assist at Hie fonmation of such enterprises, or even
L assttine subslanbod executive responsibitities. Contlicts of interes) may
arise though combinglions of pablic Tunding. private consulting, and
eeuity bbby in compaiies eagaged inactivilies in a facully member’s
area ol rescarch These developments underscore the need tor univer-
sitics Lo considen e rodes and provedures needed to insure thist fagulty
membeis bbbl their responsibilines to teachimg and research, and 1o
Cavoidconthiols ol ynlerest.

ALt the cesearch o cads l|Jil'llt‘ll[l¢il efforts uf o faculty 1nember

tay lave the poreatial materially 1o aifect the gconomic condition of a
conpany: (o such cases, the facully member is oflen a substantial
stockhotder nothie Tioa) Under these conditions, investment by the pro-
fessorl’s o university in the fino gives the institulion a financal stake
e actvilies ol s tacolty member. This situalion mnay cause others to
beheve that the noversily cocourages entreprencurial aclivitivs X)y its
Factlly . Murctv e 10 nay Cose, oF appear 1o cause, the university 1o ex-
e prefucntnd teatunent o the professor, for example, in such matters
ds promaton, apac 0F e bing loads and thus underming the morale
and atadenne mtewiy ol the sshtation, flence, it s oot advisable for
Hiversities o ke _:-ul:!l apveatmentls unless lhey are convinced that
there wie safhcieot sategnds o avoid adverse cllects on the moarle of
the institution or an the auadeansic refationship be hveen the university, its
faculty, il 19s shuddents, i _

Matry apprvaches heve Leen nsed by different aoiversities 1o address
these prolieins, W inake o Bllart lo specity the proper rules and pro-

cedures w e uscld for this parpose. The development of these rules is a-

maiter dcenal Lo cach naiversilty and extends (o oll Taculty members—
scientisty and nonacentists alike. Hence, this conterence does not pro-
vide a proper formm i whicle te resolve such issues. Different rules and
procedures mav well be appropriate to suit the special circumstaonces and
tractitions of dithaen institutions,

Abthoush wie see no singde “night pelicy, we do believe that each
wntversily shoobd address e problem vigoronsly and make etforts to
Spublicize waidely and elfecnvely the rules and procedures it adopts to
avald conpronusing ihe quedity ol its teaching aiud research. Our institu-
tions are contnaticd o sach an nluit:l‘li!killlg.

We abio leed that bacuiiy dacodiers hiave an obligation not ony to abide |
by the prevarhiog cubes bl toonahe these resrictions known to the com-

stes woitly wloch they hoe oo eclalionship,

b
]rllll

Finally. we sugpest tha tinos ask Tor copies ab appticable rules in

LMLt

hiring university consullants and act in conluormity with these regula-
tions.

“We do not view this siinmary statement as the end of the process of

deliberdtion on these importaut issues. Rather, we offer it as a contribu-

tion to lurther consideration in wmeetings of othur groups and in many in--

dividual institutions. We emphasize again that what we bave produced is
not policy, but an agenda of issues (hat 11my be a uselul framework iUl the
developinent of policy.

N
3
¥




