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REPORT
. OF
OUNIVERSITY PATENT POLICY
AD HOC SUBCOIMMITTEE

1. THE SUBCOMMITTEE'S ASSIGHNIENT

The President's Statamﬁru on Government Patent Policy stresses
that inventions resulting from research funded by the Government
constitute a valuable national resource, and that the public intsrest
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 davelopment activities with universities

e

and other nonprofit organizations. : .

The importance of this a;s1gnnent is evidenced by the substantial
amount of research fundad by the Government at un1v0”51t1ns and non-

‘profit organizations.]/ For examole, in Fiscal Year 1972, the Govern-

ment spent approximately 33.1 bi1lion of the tot 1 ¥4 b1]110n exoended
on research and development outsids its own laboratories on grants
and contracts to universities.2/

1/ For convenience, "Universities and nonorofit orgznizations™ shall

hereafter be retzrred to as “"universities”. In this regard, see

APPENDIX B, "Issues Upon Uthich the University Patent Policy Ad Hoc

Subconmittee Votad", where the Subcommittee discussed this matier
and voted to afford universities and nonprofit crganizations the
same treatment. However, also note Section 9(d} {11} of the Federal
Honnuclear Energy Research and Developmant Act of 1974, which, while
affording special treatment to universities, makes no mention of.
nonprofit organizations.

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

HEY - $1,109,000,000 USbA - $75,000,000
AEC - $532,000,000 EPA - $31,600,000
HSF - $449,000,000 Interior - $31,000,000
NASA - $288,000,000 - DOT - $26,000,000
Air Force - $228,000,000 Commerce - $9,000,000
Navy - $172,000,000 Justice -  $6,500,000
Army - $97,000,000 HUD - .$5,000,000

Mational Science Foundation Report - 1972 NSF 71-35, Table C-9
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2. - CURRENT PRACTICES oF THE Agenciesy

Except for the agencies discussed below, Executive agencies
liave traditionally interpretad the provisions of the President’s

_:Statcment on Governmont Patent Policy or applicablie statutes to require
the use of patent righis clauses in grants or contracts with univer-

sities fto provids Tor either title in the Governiment in the invention
gernerated in performance of such grants or contracts or a deferred
&llocation of patent rights. The deferred allocation ciause : _
provides for deciding the allocation of patent rights until after e
an invention is identified. Under this policy, afier the making of

the invention, the university may seek to reba1n principal rights

in the invention, subject to ths funding agency's agreemant. Where

.a& title clause is usad 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 princ1pa1 rights in the invention arvter the invention has
‘been 1dent1f1ed with the agency's agreement.

The Department of Defense (DOD}, the Department.of Heaﬁth,
Education, and Yelfare (DHEY), and the National Science Foundaticn
(KSF) have each adopted special patent policies and regu]at1ons vis~a-vis

~universities. DOD has a?plied the “spacial situations" provision of

section 1{c) of the President‘s Statemant, and allows universities with
“approved patent policies" to retain titie trovided the award does
not fall within section 1{a) of the Statement. DHEW and NSF have both

- adopted special policies Tor universities implementaed by Institutionai

Patent Agreements (IPA) with qualified universities, which provide that

- .such universities may retain title subject to various conditions and limita-
- tions.4/ In the case of DHEY, its special policy zppnlies only to grants.

Inventions generated under DHEW coniracts are: subg:c; to a deferred
&llocation policy. The HSF special institutional policy applies to
grants and contracts. In any case, NSF and DHEW may except specific

. awards from the operation of their institutional agreements.

3/ The Subcommittece at the outset of its aSSIQnmant conducted a survey

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 changed only by the formaliza- -
tion of the HSF Institutional Patent Policy in 39 F.R. 4]9“2 41985
and 10 F.R. 12819.

_j Copies of the DHEW and NSF IPA's are set forth in APPERDIX A of
this report




Nammgm

T AT T VA N ot st S AR k= Ly i 4 Ry i g e b B g =

P PE L P
.
. . P

Both NSF and DHEUW consider their university policies consistent
with section 1{a) of the President's statement, based on an early
fnterpretation of this provision by the Patent Advisory Panel of the:
Federal Council for Science and Technology.2/ The Subcommittee '
gives it great weicht as a contemporancous interpretation by persons
sho were closely involved with its original development.5/

Of course, DOD, DHEM. and NSF continue to use essantially a
deferred determination approach with universities nn]cn do not ha
IPA's or qualified pa;ent p011c1e>.

5/ The Panal s jnterpretive statement; setl forth in the 1865 Annual
Report on Governmant Patent Policy, reads as follows: "Examples
oF exceptional circumstances of the type contzmplated by secticn
Y(a) might be . . . where the public interest will be advanced
hy leaving principat or exclusive rights to a nonprofit educztional
institution that agrees to adm1n1sber inventicns in a nanﬂ*r geamed
by the agency to be censistent with the public intarest.

6/ The President's Patent Policy is foundad on the concept that the
altocation of patent rights should be determined a2t the time a
contract or grant is awarded. This policy contemplatss a review
at the time of each award to determina whether Saction 1(a) or
1(b) is applicable. Some agencies have adopted sp=cific procedures
to conduct this evaluaiion. {See ASPR 9-107.2{b} and DOD Form 1564,
noted in ASPR 9-107.4(a)). Other agencies whose programs fall
basically under Section 1{a) have not ‘adopted prcceduras for
reviewing each award in the light of the President's Statement,
but have operated on a presuvmption that all their awards are under
the title portion of Section 1(a}. Only wherz a special patent '
rights problem arose was a specific determination made. Agencies
which 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 presumption
that all awards to such universities fall within. "exceptional
circumstances™ subject to a specific review or procedure for
“exempting specific awards where the agencies determine that excep-
tional circumstances are not present. The utilization of this
presumption for "exceptional circumstances” is considered to be
consistent with the 1nterpretat10n of and procedures utilized by
the agencies under the PrQC1dent 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
allocations; titie in the Governmant, with or without provision for
the contractors to reguest and retain pr1nc1pa1 rights after the invention
has been identified; recegnizing universities under 1(c) as a special
siluztion, (DUD); and the OHEW/NSF Institutional Patent Policy approach

‘with selected universities. Yet one of the basic consideraticns undsriying

the I'resident’s Poiicy is the need for a "Government-wide policy . . .
reflecting cominon 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 agencies.”

In framing its recommendation, the Subcommitiee nas consideresd the
differing missions of the respective agencies and the typss of unjversity
research which they suppert. In the Subcommittee's opinion, the differing
missions of these agencies do not support the wide differences in treatment

of a part1cu1ar university doing similar work for different agancies,
a]though it is recognized that some agencies may be governed by statutory
requ1rerenhs that hamper ]mD]ﬁanbab1Gn of the FECOvnPnGat]On
madz in this report. L

Furthermorz, the need to arrive at a uniform university patent

policy is supporied by Governmental policies 1in adg}u10n to the
Presidant's Statement of Government Patent Policy. ]

-

7£F6r example, the following directive from Federal Management
Circular 73-7 was considerad by the Subcommittee to be a
_further mandate to sesk a uniform Covernment patent p011cy as
appiied to un1vers1t1es.

*Differing administrative policies and practices associated

with Federal grants and contracts for supporting resezarch at
educational institutions create confusion and additional admin-
istrative effort for educaticnal institutions, cause conflict

between the university cormunity and the Federal Government,

and reduce the effectiveness of the institutions in performing

the desired research. _ 3

Since many Burdensome inconsistencies in Government Adninistra-
tive policies and pra¢tices 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 1nconsistencics wherever feasible."

FHC 73-7, Administration of Colleqe and University Research Grants -
Decembcr 19, 1973, This was formerly OMG Circular A-101. :
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5. THE FRAMEWORK FOR COMMERCIALIZATION OF UNIVERSITY INVENTICHS

Accordingly, the Subcommittce has formulated guidelines to
fmplement a uniform Government patent policy for universities.

4, VCRITFPIH CONSIDERED BY THE SUBCOMHITTEE IN-ARRIVING AT 1TS

RECOIEZNDATIONS

In arriving at its recommendations, the Subcommittee has attempted
10 devise a un"forﬂ university Cevernment patent policy within the
fromework of the Prosident's Steotemant that emphasizes allocation of

-peleat righus at the time of contract ¢r grant utilization of inventions

while reducing the administrative burden to all parties involvad. At
the sace timz, the Subcommitiee made efforts to ensure that the public
interests would be protected . .

s

In order to arrive at a uniform patent policy covering the
inventive results of university research, an understanding of the
nature of this research and the inventicns which flow therefrom is
fmperative. According?y, various characteristics of technology
transfer of inventions from universities to the marketplace and
barriers therzto were examined. Some of the facters which were

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

A. The Need for Commercialization by Incdustry

The most obvicus fact that infiuvences the utilization of
university inventions is that thess institutions do not engage in the
direct maznutacture o7 commarcial enbodiments, and it is industry
which must bring the university inventions to the markeiplacs. However,
it is the cobservation 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 amcunt of research being
conducted a+ un:vnrs1t1es._. ‘

_/ For example, as early as 1912, Dr. Frederick Cottre11, whose gift
of patent r1ghts 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 work, recognized by
br. Cottrell, is "the mass of scientific facts and principals
developed in the course of investigation and instruction, which
through lack of the necessary commercial guidance and supervision
never, or only after unnccessary delay, reaches the public-at-
large in the form of useful irventions, and then often through
such channels that the original discoverers are quite forgotten.”

Address before the 8th Annual Congrcs§ of Applicd Chemistry, H.Y..
1912, as reported in Rescarch Corp., Quarterly Bulletin, Summer 1974

.
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- The President's first message on Science and Technology on
March 16, 1972 expressed concern about this matter. For example,
gnong the “urgent situations” that led to and were reflected in ' .-

this Hessage was:

®Continuing failure of industry, universities and Government
to cocperate in daveloping civilian technoiogy gn the way
they produced defense, space and atocmic tools."Z

- The Subcommittee believes that as to universities this failure
can be attributed to the lack of an adeguate machanism to facilitate
the transfer of the inventive research results to industrial cencerns.
Even where universities have patent protection, thzy may well fail to
encouraga the utilization of their inventions i7_an adequate, crganizad
effort to communicate with industry is not made.lC/

8/ "Scientists Meat on U.S. Yoes®, The Yashingteon Post, p. A-1, Feb. 18,
1872. Tiis article is based on a series o7 m22tings batwesn the than
President's Science Advisor, Dr. David, and leading scientists and
engineers. According to the White House Tact sheet issued with tha
President's pPiessage, the m2$sage was based, in part, on those discussions.
Also, see Dr. uav1d s articie originally appearanq in The Waii Streot

- Journal and resr1ntnd in The Yashingion Stav, August 4, 1974, 2ntitied
Tfaking the Most of Our Progress in l:chnOlugy", in which ha finds
that "U.S. tgApayLrs deserva more dividands" {rcm Government-

supporied research and developmant.

10/ For example, see the Proceedings of the Conference on Technological
Transfer and Innovaticn, National Science Foundation - NSF *67
May 15-17, 1666, where varicus participants chserved: "To transfer
scientific or technical information into specific innovations reguires
a certain amount of organized effort." Further:  “The mere existence of
& body of research oufputs and other techniczl knowledge is not, in itself.
enough to result in significant industrial imnovation." And: "In
sum, a good comnunications system does not jusi.happen accidentally;
management must take deliberate, specific action to devise and
keep open necessary communication channels. It must also give
explicit attention to its goals.” '
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" B.. Current Universitv Technology Transfer Proorams

Fost universities transfer technology throuch personai cont
between scientists, attendance at professional meetircs, and scientif

a
i
publications.  But in many cases the mere disclosursz or publication ¢

“'h O 11

. technology may not attract the expenditure of private capital to promote

utilization. A few universitiss recognize the inadequacy of publications
or personal contacts to achieve utilization znd have established an in-
house management machanism to transier their inventive results tec industry.
Another fairly large group of universities obtain similar services through
outside patent management organizations, such as Resezrch3lorporation and
Battelie Development Corporation. However, many of these universities co
not have techniques to identify or revort inventions. The lack of concerted
efforis to obtain invention disclosures, counled with the lack of a patent
manzgoement Or53ﬂ176110n to promote inventions, has in the opinion of the
Subcommittee resulied in less effective technology itransver than has o:curr
at upiversities with active in-house patent mznagement programs.

There are indications that a number of universities, which here-
tofore have been relatively inactive in this arez of technoloay transier,
are censidering taking more active roles. For examoie, several univer-
sities have initiated new efforts in the arsa, &nd severzi others
will be participating in & “pailent awareness program” with Research
Lorporation, which is being p?rt1a]1y supporteg by the Mational Scien nce
Foundation and the Department of Commerce. The 1nterect that has
been manifested in these and other ways has been sufficient for
instance, to lead the National Association of Co]]eqe and Unxvers1ty

Business Officers (INACUBO) to prepare and distribute recentiy a set
‘of guicelines for formulating university patent policies.ll

C. The Heed for Strong Patent “anauemont Capability to Transfer
University Techroliogy

Wpatent at Colleges and Universities, Guidelines for the Develop-
-ment of Policies and Programs - Committee on-: Governmenta} Relations -

NACUBO, 1574
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The need for a ??rcng patent management capability or
“te*hnnca1 entreoraneurs” in technology transter is especially

acute in the university se tt1n§ hacause of (1) the characteristics

of the fnventicns coming out of university ressarch efforts, (2}
the “publish or perish"” ethic, and (3) industry at»]tudes towards
UHIVL]SIty inventions.

But before discussing 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 development or
commercialization of an invention. This is because, for all
practica1 purpeses, the main right the university can utilize as
necotlaL1ug teverage is its exciusive right in & patent. And

since it would be unreascnable to expect an industriai orgznization
to be willing to risk its financial resources to develop new
technology without satisfactory means of protecting its invest-
ment, it is obvious that the question of patent cwnership is
critical to any university's efforts at technolegy transter.

12/ any suggestion were to be made as to whal should bz done

-to promote innovation, it would be to find -~ i{ one can,
“technical entrepreneurs®. S

Battelle Columbus Laboratories, Science, Teckrology and Inno-
vation, Summary Report - February 1873, p.&.
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(1) Characteristics of University Inventions

The Subcommittee considers the following characteristics
~to be significant.

(a) Basic and Appiied Research

Most of the university 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 1ndust7§ to the marketplace is ten times the cost of making the
invention.l2/ It would be rare for & university to be in a position to
bring an inventicn beyond the initial theoretical or laboratory stage.

It has neither the facilities nor a reason to attempt to perform the
endineering effort necessary.to design and manufacture commercial embodi-
ments of their inventions nor, of course, the marketing resources.

‘Even where.a university undertakes "applied” or
Tdirected" research, the situation is not much different, since university
inventions that resu]t from applied research norma‘]y reach only the
laboratory model stage.

(b) Isolation of Inventions

Univers1t¥ 1nvent1ons, un11ke those of industrial

“ firms, normally stand alone.

-

3/ y. s, Department of Commerce - TechnoTog1cal Innovation: Environ-
ment _and Hanaqemﬂnt, at 8-9.

__j As explained in a Harbridge House study prepared for the National
Sc1ence Foundation: .

"Their isolation is a major obstacle to utilization since

- most inventions are not marketable products in themselves.
The industrial product is often protected by a. cordon of
patents, as illustrated by the 1ist 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 inventlon the patent claims which defire
the scope of monopoly are likely to be narrowly drawn. Whereas
industry will add to its patent arsenal as a product is improved,
a university patent, if it is to be licensed at all, must be

~ Yicensed on the initial effort.” .

Harbr1dge House, Inc, Legal Incentives and Barr1ers to Ut111z1ng
Techno]oq1ca1 Innovatxon, p. 11-13 (March 1974)

.
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Further, university inventions must be licensed for
royaltics only. Universities, unlike manufacturing firms, cannot transfior
their technology through cross-licensing arrangemants, since the university
has no need to obtain the right to manufacture the inventions of others.

1
4

{2). The "Publish or Perish" Ethic

The traditicn of publication reflects the belief in the -academic
vorld that publicaticn is central to scholarly pursuii. The goal is
piblicaticn in the learned journals or books. Patents, on the other hand,
have traditionally bcen regarded by the university community as irrelevant
at best and, at worst, as an indication of unworthy commercial motives.
These factors led Harbr]ogL House to the conclusion that "perhaps the
single rost difficult task of a uq1ver51+j Davent administrater was the
solicitation of invention disclosures. 15/ "And they Tound it not uncoamon
that even where disclosure and cooperation uaS obtained, the disclosure
was often not reported until many months after publicatien. Obvious-
1y, therefore, there is an acute need for efforis to be made to
ocbtain early reporting if technology is to be transfarred at the
optimal rate. Such efforts, howevar, require strong management.

Because the one-year pericd for the filing of patent applications
has often begun to run by the time universiiy administrazors receive
invention disclosures, or scon thereafter, university patent managers
must be prepared to act gquickly to protect inventions once they are
identified. HMorsover, they nezd to be zble to overcome the reluciance
of many faculty members to concarn themselves with these efforts. Further,
vniversities, even iT pred15ﬂo¢ =d to do so, cannot deail in trade secre:s
since "publish or perish" is the rule and therefore, universities cannot
control publication by its faculty.

: It also should bz noted that even if a domestic patent appli-
cation is filed within the one-year statutory filing period initiated
by publication, such pubi1 cation bevore filing will bar issuance of
valid patent protection in most of the important industrialized foreig

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

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

15/ 1d at 11-14,
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(3) Industry Attitudes Towards University Inventions

Universities attempting to transfer university technologqy
must also overcome cortain attitudes of their potential industrial transferees.
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 industriai

attitudes are the follewing: . ;

’ {a) The "Hot-Invented-Here™ Syndrome

Industrial organizations have commercial interest
in most areas of their research. Accordingly, there is an in-house
incentive and capability for such organizations to further pursue tha
results of their ressarch. This incentive stems from the organizations'
gbility to continuously evaluate this vesearch thrOdgh all stagas of its
- .developrznt. There is a lesser incentive for industry to further pursue
the results of Uﬂ]VEFS?tj research wihere such research was not undsr
the organizations' initial specnsorship. This bias towards investment
in further developmant of its own ideas, rather than ideas from outside
sources, is comnonty referred to as the “not-invented-here” syndroma.

(b) The Desire for Patent Rishts in Collaborative Si iens

In some situations, industiry has refused to coi]abcrate
in bringing university inventions to the marketolace unless provided som
patent protection as quid pro quo Tor the investment or devsicpment e?',r*
- This has been substaniiated by a Harbridge House and a General Accounting
Office (GAR) study both of which f und an industry-wide r2luctance by
pharmaceutical firms to test comc?g}uions of matter synthesized .or isolated
by grant supported 1nvest1cators, This was found to be due to DHEW's

16/ Harbridge House, Inc. - Government Patent Policy Study - Final

- Report to Comnitiee on Governmant Patent Policy, FCST, Hay 17
1968; and GAO Report, Problem Areas Affecting Usefuiness of
Pesults of Government-Sponsored #escarch in dzdicinal Chcmistry
fugust 12, 1968. . .

Harbridge House, for examp]e; found:

“In both cases freferring to university and nonprofit
inventions] the inventions most frequently arise from
basic rescarch and require substantial private develop-
“ment before reaching the stage where they arc commercially
useful. Some measure of exclusive rightg appears neces-
sary to motivate licensces to 1nvcst in the work necessary
“to commercialize these inventions.”. (Bracketed added.)
Note 13 at p. 11 of first cited report.
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restrictive implementation of its patent pelicy which normally resulted

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

such compositions could be successiully marketed as drugs. Although not
exiehsively documentad, similar swuuat1ons have occurred in the area of

medical hardware devices.

In view of the university's past experience 1n
dec11nqs with the phgrmaCﬂutxcuT and medical davice industry there will
probebly be other situations whers industry would be reluctent to
collaborate with universities  in kringing a high-risk fnvention to the
tmarketplace 17 some patent exclusivity is not Tirst provided to tha daveloper.

(¢} Contamination

As used by industry, "ccnthw ation” means the

' potent1a1 compromise of r1ghis in proprietary research resulting from

1ts exposure to ideas, compositions, and/or test resultis arising Trom
Government-sponsorad research at universities. Ffer examplie, if a '
company were to incorporats into its ressarch program some of the
research findings of a university coing parailei research and then
dovelop a procuct patentably d15t1nct Trom the university's invention,
the company might rightfully fear that a ccmpetitor might assert the
Governmant's rights as a defense if the competitor manutactured an

infringing product.

6. COMCLUSTONS OF THE SURCOIMITTEC ' .

L. Creation of Universitv Tschroloav Transfer Capahilities
Sheuld be Encouraczd

Because of the various factors enumerated above, the Subcom-
mitice is persuaded that the Government needs to crzate an atmosphere
conducive to the .fransfer 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 resuits of university research for later
dissemination to those 1ndusru1al 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
noted, patent rights are essential if a university is to have an
inducement to undertake the efforts neceded to producb commercialization
of their inventions by industry. The President's lessage on Science

~and Techinology provides a clear mandate to make use of such an oppor-

tun1ty As urged by the President:
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Y. . . we must develep careful strategies for pursuing
those goals, strategies wiiich bring together tne Federal
Government, the private sector, the universities, and the
States and_local communities in a cooperative pursuit of
progress. " _ _ o
B. Agreements Perm1tt1ﬂ Qualified Universities to Retain
"Title Lo Inventions Wouia (r2dte an incentive I0 D9VE 6D
University Technology iranster Canabiiities
It is our conclusion that the maintenance or crezation of
university technology fransTer mechanism can be encou*agsd to a substantial
degree by perr1tt1nc qua]1a1ed un ?Vﬂra1t195 to retain Drlnc1pu. rignts in
Govermment-supported inventions. The specific recemmendation to
accomzlish this is set forth more precisely in section 8 below. The
retention of principal rights by qualified universities carries with
it the right to license comnercial concerns, thus creating the incentive
necessary to incuce universitizs to seek industrial develiopment of their
wventions and cvercome the industry attitudss discussed above.

Of course, universities without a satisfactory program would
continuz o be subject to patent rights provisions providing for+allo-
cations of rights by the Government after the invention has been
identified.

lZ/'Others have also noted the important role that the Government

. can play in bringing about technolcgy transfer of university
research. See, e.g., OECD, The Conditions for Success in
Technolegical Innovation, Paris, 14971, in wuicn 1t stated
YIn cases where the requirement for university/industry
relations i5 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 regular contacts take p]ace
between university and industry."
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C. Additional Benefits Would Flow if Qua11f1ed Universities Retain
Principal Richts to Resulting [nventions . _

N
' In addition to the creation of a strong incentive for transfer

of the results of Government-supported university research, other

benefits would flow from the retention of principal r1ghus in inventions to
quatificd universities. The Tollowing are examples of such benefits.

(1) Recognition of Co- 5ponsor Equities .

The Government often dees not provide the tota1 costs of

“research progecLs conducted at universities. Universities in many cases

assume part of the costs of such projects, and may also recsive support
from other sources, such as private foundaticns and industrial organiza-
tions. The Subcommittee's proposal permits, to the extent possible,

vecognition of the equ1t1es of the universities and othzr groups making
contributions to university research projects by permitting the benefits

- which enure to such universities to be shared with co-sponsors.

The Subcommiftee believes in the absence of an IPA, a
co- Sponsor s equity could be considered undsr the exceptional circumstances
provas1on of 1{a) of the President's Statement, which provides additicnai
support to the Subcommittee's posxbion that its recommendation also Talls

within such provision.

{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 Governmant would be diminished.

(3) Use of Royzlties for Sunport of Scientific Research and
Education :

- Dniversities would be entitled to 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 public interest.

The Subcommittee did consider the question of whether the
Government should share in the income generated. However, it was concluded
that this wouid create a disincentive to universities to establish or

-nm1nta1n technology transfer programs by ma?1ng the ]1ke]1hood of operating
in ‘the black even Tower than it current]y is. '
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| (4) Use of Management Capabilitv for A1l Inventions

Once a un1vers1tj has established a management capability
to transfer technology, 1t is prasumed that all inventions made at the
un1"rﬁ1t/, whethor they be Government-sunpovted or not, will be prcmoted
in the same manner. ThIS, of course, would expand utilization et nc

on]y Goverrment-funded inventions, bub all other inventions goneaated at
universities.

(5} Trainina of Future Technolecay Transfor Managers

R fow universities have- experimented with courses that
utitize the services of studenis in their business, engineering and
law schools to exploit university inventions. Presumably the practical

- experience gained by such studzsnts is in the public interest. It would

seew reasonable to expect an incrzase in the cpportunitiss for such a
Yearning experience 17 more universities were able to retain rights to
nventions. . . . .

7. ALTERNATIVE APPR HAPWES cousInERED I8/

-

Ho serious support was voiced for a no]ucv of Government BCQLisit1c1
of title to all Lnivcrs1by irventions follgwed by 1ts dzdicatien o the

*public or the granting of only nonexclusive licenses therein by ths
- Governmznt, since this would eliminate the stimulus envisioned by the

patenL system. Howevar, much discussion centered on a uniform po11cj (o
deferring the allecaticn of wights or the acquisition of title by the
Governmcnt for later licensing of the invention by the Governmeni. Such
Ticensing would include the rossibility of exclusive licensing after a
determination that nonexclusive licensing would not likely result in
expeditious cormarcial use. (The latter policy will hereafter be referred
to as the “Governmant licensing policy".) It was argued that either of
such policies would permit the Govarnmment to identify and evaluate the
invention prior to making any determination that exclusivity was
flecessary as an incentive to further develooment. It was agreed that
such policies might maximize the possibility of “competition" since
exclusivity would be granted only when it is shown that it is the
tletermining 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.

18/ Appendix B contains a discussion of some of the specific issues
considered by and voted upon by the Subcommlttee
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A Shortcomings of a Deferred A110cat1on Policy

\

As already noted, inventions resulting from rescarch at univer-
sities ordinarily reguire extonsiva cavelepmont prior to their marketing,

“with little expectation that such development will be funded by the

Government. Accorgingly, it appeared that in a larcge proportion of c2ses,
& deferred allocation would mz rc]y dalay a decision that could have been
made at the time of fu.o*ng, thus acting against the expaditicus anve]op—
ment and utilization of inventions. Administrative costs of both the
Government and universities would be unnecessariiy increased by the

need to prepare, review, and respond to requests for rights on a case-
by-case basis. '

In addition, the uncertainties involved in deferring the
&11location of rights would discouragz active collaboration between
universities and indusiry-prior to the actual decisicn that rights are
to 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 premptly and negotiations immediately commenced with pros-
pective licensees. In fact, in the latter case, collaborative arrangs-
ments could be made wherein industry participation is protected before
it is even clear whethzr or not inventions will be made.

* Furthermore, because of the pressures for publication noted

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

resuit in the failure of thz university to file patent appiications

within the statutory period initiated by publication due to & reltuctance
to comnit funds prior to having its rights established. Thus, 1incentives
1o seek commercialization could be destroyed in some instances. '

B. Shortcominos of Acquisition of Title by the Bovernment
Coupled with Governmant Licensing

The Subcommittee also concluded that a “Governwent licensing
po11cv , ‘as identified above, was not an adequate substitute to ownership

- 1in universities 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 pateni managerial =
capabilities does not include administering patent rights or transferring
technology, a "Government licensing policy is not deemed an adequate
substitute for an effective university patent management organization.

The above conclusion took into cons1deratlon that a “Covcrnmnnt
licensing policy™ would -
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{1} 1incrcase the administrative burden of agency patent staffs

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

to protect all inventions that might have some degree of commercial :
potential. : :

(2) Be handicapped because the Governmment weuld have
a more difficult time obtaining the services and coopsvation of the
inventor, who is not an employee of the Government.lis i

The fact that the inventor employed by the university
has a physical prox1r1tj to the university is a s1gn1.1can+ factor,

“sp1i-
cations and in formulating a markgy )ng strategy, is generally essential
to a successful licensing effort. 2

lg!Inventors would not be willing to spend censiderablz time working
with distant Govarnment personnel on these matters which are outside
the mainstream of their researcn and te*ching efforts. Universities,
however, can obtain such cocperation through a sysb m o7 incentive
awards to the inventor, as well as throucgh day-to-dzy contact. It
is important to note that a “Governmant 1.csnd1n“ policy™ could result
in disincentive on the part of university researchers o report
inventions othar than tno;u having clear economic significance. It
seems 1ikely that with the discovery that the reporting of inventions
resulted only in additional work with nothing in return, disclosures
would diminish. The facts and economics of the situation appzar to
be such that if the inventors cannot be induced to idantify and
report potentially significant inventions, norma]1y they will not

be identified by anyone else.
QO/Dr. Pavid, in his article, s Era note 9 observed:

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

or scientist to carry the message and know-how Tar. If
convinced of the merit of an idea or a project, he will
travel at night, work on weekends, uproot his family and

fail exhausted across the finish line to advance it. Yet
sustaining these qualities requires special care and feeding.
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(3) Deprive universities of the opportunity to develop through
their collaborative efforts ideas which do not at first evidence commercial
potential, 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 same flexibility.in .carrying cut difficult
negotiations as do universities.

(5) Hould require time- consum1ng nzgotiations in exc]us1ve
]1cens1ng situations, the terms of which will vary from 1nvenb1on to
invention. Moreover, if the program is to be successful, a “marketing”
type of organization would have to be developed and funded by the
Governmant. .

OPT A POLICY THAT QUALIFIED ”HIVE
DS UnBER INSTITUTIOHAL PATENT AGREES

—

i

=S

8. -SPECIFIC RrCC’HZL AT IC ~ AD
CMAY RETATH TITLE I8 I 'IC

l” o]

¥ ]
[l; —t
LM

iy

It is recommended that the various executive agencies be advised to
adopt policiss and regulaticins recegnizing that the public intarest will
norna]] best be served by zllowing educaticnal institutions with a
technoiojy transfer program rzeting .the genzral criteria set forth below

. to retain title to invention:s madz in the course of or under any Government
. research grant or-contract. Thase policies and regulations should require

the use of Institutional Patent Agreements  (IPA'S) with universities that
are found to have an established technology transfer program that is
administered consistently with the stated objectives of the President's
Hemorandum and Statement of Governmant Patent Policy.

In general, tha Subconmittee believes adoption of the recommendation
would: : . _

Implement to the extent possible the emphasis of the
President's Statement on Patent Policy that the

allocation of patent rights be made at the time.of -
contxact or grant;

Eliminate to the extent possible the wide d1fferences
in treatment of a part1bu.ar university doing similar
work for different agencies;
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Create an incentive for prompt reﬁorting;

Promote the expeditious comnercial utilization
of the inventive results of university research; and

Reduce the administrative burden on all the parties
ihvolved. ' i
B R - \

However, the agency should reserve the right to exempt specific
grants and contracts at the time they are awarded from the operation of
the Agreemsnt, since thers may be instances where exclusions Trom
the normal policy arc warranted as being in th2 public interest.

Examples of this might include a contract for operating a Governmant-owned
‘facility or an award involving extensive development work on a specific
product or process that could be of major economic significance. Such
reservation Turther supports the Subcommittea's conclusion as reflectad

on pages 2 and 3, sunra, that iis recommrendation is consistent with section
1(&9 of the President's Statement on Patent Policy. h

. ) .

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

. Goverpment for acdditional periods shouid only be made if the Governmant
is satisfied with the university's parformance. In addition, the
tength of such periods can bz made dependent on the capability ofF ths
university. - : .

IPA's should be extended to universities only after Government review
of the adequacy of their technology transfer capability. The Subcommittze
conciuded that public interest is better served by a deterred atlocation
policy in situations where the university has not initiated a technology
transfer program.

APPENDIX C to this report contains a 1ist of the type of information
-that should be sought from universities in considering whether an
Institutional Patent Agreemesnt is Jjustified. The information generated
by APPENDIX C will provide the Government with the facts necessary for
determining whether the university has a satisfactory patent technology
transfer program which includes at least: ' '
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A formal palent policy vhich is administered on a
B continuous basis by an officer or organization
responsible to the institution;

_Assurance that university employces will be legally
cbligated to assign to the instituticn or the
Government any inventions made by them under
Government grants or contracts;

An invention disclosure system; and
A program for the licensing and marketing of inventions.

After the Government concludas that the university can satis-
factorily perform in a manner that would maximize the transfer of its
inventive results te the public, the Governmant and the university
showld enter into the IPA whereby the university retains pr*nc*nni
rights to a11 inventicns made in pervormance of their Governmeni-funcad
research on which the university eiects to file a patent appiication.

However, any agreement utilized to implement the Subcommittee's
g f

recommendations sheuld include at least the Tollowing provisions in

order to protect the puolic interest:
A requiremznt for the prompt reporting of all inventions
to the appliicable agency along with an election of rights;

Reservation of all the rights specified in paragraphs
- {e)-(h) of the 1971 President's Statement on Government
Patent Palicy;

A requircment that licensing by the universities will
normally bz nonexclusive except where the desired
practical or commercial application has not been
achieved or is not likely to be expeditiously ach1eved
through such Ticensing; -

A condition 1imiting any exclusive license to a period
not substantially greater than nccessary to provide
the incentive for bringing the invention to the point
of practical or commercial application and to permit
the Ticensee to recoup its costis and a reasonable
profit thercon; ot :
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_ A restriction that royalty charges be limited to
! vhat is reasonable under the circumstances or
fithin the industry involved;

A requirement that the university's rovalty
receipts after paywent 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 Trom the operation of the
agreement where this {s deemed in the public interest;

A requirement for progress reports after designated
periods and re-executicn of the agreement only if the
CGovernment deems the university's performance to be
satisfaciory; .

A prohibition zgainst assignment of inventions without
Governmant appreval to persons or organizations

other than approved patent manacement organizaticns
subject to the zbove conditions; and

A provision permitting terminaticn for convenience
by either party upon thirty (30) days' written
notice. .

e

The Subcommittee also suggests that the agencies which implement

fhis recomnendation form an interagency committee under the Executive

Subcommittee of the Committee on Governmant Patent Pelicy for the
purpose of encouraging uniformity in the criteria for the selection
of universities eligible to receive IPA's. Such an interagency
conmittce could also work towards common administrative procedures

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

under multiple agency support. Procedures {or assigning a single

-agency primary responsibility in such cases might be developed.

By way of summation, the Subcommittce agrees that inventions

‘made at universities with Government support constitute a valuable

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
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‘Subcommittee views the Government's role in the national research

effort as complementing the activities of other elements within
our society, both public and private, that also support research

- ¢nd development. t appears to the Subcommittee that ihe interests of

the American pecple are bost served when the various elements

of this reeearcn structure can initeract. The most effective inter-
relationship results when the particular capabilities of the various
clemants, Federal and non-redzral, can te utilized to the ful]est

extent. Universities, being not-for-proTit, public-interest-criented
organizations, can most effectively promote the development and thc
tltimate utilization of inventions by industrial organizations. They

ctan obtain such development and utilization while at the same time,
cue to their unique characzer, Sufeguvldiﬂg tne pub11c TnuerESL.
.This opportunity shou1d not be ‘lost.
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Issuos unon w.nch the Umvcra:ty Patent Policy Ad Iec

Stbecominitice Voted . .

- .
. -

. (z) ©Should the Subcommittee tyenat "public institutions’
¢ificrently fven jndustrizl concerns?: : ) ) :

fThire, of coursec, was the majer issuc vnder consideration
and the repore velflecrs the majority view that special poeliclies si
 be uLJ.l cd Io-- -mb.llc insuituzions. : ) .

e W
28 he wmechoni

-

Al treatment to public institutions?

Chould the Inst 'tut:'.o..nl .-'\f- cement annroach be wrilizoed
sin Loy providiy cs

* - - ~

. The Subcommittee was vnanimeusly in favor of
Fastent Agrecment espoused by the report, - L -

the Institutioannl

- " (¢)  Shou

1d universitics and other non-prelic institutions -
e afforded the me ent? ' '

&

;,
°
[l
{4}

hs rveflected
Felt thaot since unive
zequived in :5 scrial 2 i

;J1 etplace, the proposal shoi

ors of 1.;.. Subcommivt T

2aat the Iuc beltween non-profit and proii

- elouded in recent years, with many noa-profit
&3 proiit-unhise orpunizations. Turther, 5':'.11:
. have no educational mission, none of the rovalty o ur.‘.s coald be

; \!Lll_).:’-o.u sor that purpose.  They also \,n.u.c.w.r, wvirefhay thoss orjani za--

¢ tions vera stroagly motivated to utilize royalty roceipis fox rescacch

4 purposes,. The najority of tha Subecomuittes Icll' that these consoerns
coula be reselvaed on a case-by-case basis ot the time a non-preiit

L oorganization wos negetiaving for an Institutional Patent Azreament,
“Any agreoment ncnoriated would, of course, set forth the.wmanner

in vhich royaliy receipts could be utilized. 3

a
4

0 oMot

A I

Y]
v
[
»
.
H
e
ol
o8
b

PR I
et
o
o
Ly
r{
3
~J
’J
-
]
L 3
Cn
9]

T
oy
re
D oEep
£l
TSI s WS T3 |
e
5
ﬂ-‘
-
ot
(7}

| ST -

v
[
<

[l
H

{(d) Should the Yustitusional Patont Apre ement be limited
to designated "ficlds of tcchnology™? ‘

-
-
- ) .

"As reflected by the veport, the majority of the Subcoumitteco
did not beliave the Instituticaal Patent Aurcooent should he so,
Jimitvaed, - However, four sombers of the Subecommitice fede thal the )
CAprecrment should bhe limited to these inventions falling within techino-
“depical aveas in wvhich the dinstitution had a demonstrated cupertise,
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Tue wajority feit that such a condition weuld mul a drvtermination
of cuncrrhio impossible until the invensien wvas idencified, since enly
YT pt that tine eould St be determined wiat -1v1L i ngn“ola;y it wiose
Jru, Yurther, the sujerity felev thae the "icidn of toehnology”
could not be dedfiacd with any asecuracy, waich could result in prolonasd
arguseat @8 to whather an faventlon foll within or out of & particular
;icln. . ‘
) (¢} Should the reszults of the curvey of agencih practices
and statistics cenducted by the Stheommittiece Do inciuvded in thae yeporc?
The mojority. of the Subcomitiee. folt thar the gur""v shiol]
+ * be Indluded. (Sce Fooinote 2 in the Text of the Raport.). lHowevar,
it was zlso anvoed that nme conmonts weould bo rmads voparliing tho nurvoy,
due to tha nunarous differing i"'etr'czhtions thar coull be-attachad
© to the staristics. Under zay circumstances, no ecomparsdle figuves
‘" are available regarding industry ;;n:rateﬁ invanticens.
. (f) Shouvld an intcraponcy pansl hizve Lhe respoansibilicr
- for yeovicuing and approving Institutiennd) Patent Arreoraats for .
R purposzs of uvniformiyy:? ) . < L
. The Stheormiitee was unnaimously In fzvor of an Intdérasonzy
p ned reviow ¢f ¥ re Institutisnal Tatant Lrecmanus, vided
VALY sorve to 2 treatment of individuasl Insciturinns
" throughout, the . .
oo €9) Should any distinetien heo made betveen isventions oyicin

+  frona grants ox

¥no Subeormitrc

no distincrien
© . that avice frem el
T dndustrial aid ia
to (lic swmariwitnlace,
YA s
all tha

--.-

l.- LAY ] i
bl -
failurc to maliz a

()

. stances'
provision of Pare

cenlracts?

mnda

ey

¢ wanimously agrced that ‘ther
berween prants and contrects, =iiae

thar 1n<‘-{."1.":a*n.: would in omert
evelopmaent cud hringliag

ceipleting,
Furchenr, 1hr.'
This

Y position
dizti;

no clear Jdefindtion of frant or contyade

.
3
-

ction botween grants

SeheenaitLee
s yveflectod in the v

The Subcomziitee unanimously asvced that the

Patent AvictwonL snoulyg be justifiecd uvader
Y Yansuase of Paragvaph ){a)or wnder rhe "o

Uoner ny

noe
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Should tha TlaleU(JQuﬂ‘ Yatent Aareesmont be inelated
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patent and invention matiers

‘ APPENDIX C L

MODEL IPA SUPPORTING iMNFORNMATION

]

“An Institution desiriny an Institutioual Patent Agrecmont

should supply the following:

l, General informntion conceraning your institution,

including:
. (@)
(b)
. (c)

A copy of your instituton's formal patent

.

Copics of Articics of ITncorporation;
The institution's purposce ana aing;

Source of funds.

2.

topgether with the date and manncr of its adoption,

. :
3. Name, title, address, angd telophone numinr oi

institutionzazl official responsitlce

e g

and a description of siafifing
in this area. Also identifly any otiler institutional oifices,

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

ﬁatenf managenent capabilities, :

4., A descriptiou of your instifutipn's_;roccdures Tor
identifying and reporting inventions, . |

5. A copy of the form qf ngrccmont requircd to be
signed by faculty and othexr cmployces of the institution

obligation in reiard

engaged in research, indicating their
to inveniions made at your institution,
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e A COopy Gl Lbe anvoention report Jorin of ouilane ulihned tor

proparation of mvontmn l‘cpolt

at your institulion,

.

7. Advice as to whether your instilulion has a formal agrecment

careh Corporation,

veations, such as Res

with any patent management oryani

Yattelle Development Corporation, or other orpanizuativns, A cepy of

any azraement in cffect should be encloscd.

T g

8, A description of the efforts which the institulion would expet

to make in Lringing to the marlkeiplace inventions to which I retains

tifle, . ‘"'
9. A gcncral deserjption of the institulion's past sofent and investion
licensing activities, including the following: - -
Mo _ ) -
(2} Number of inventions »r -porfcc’l te the instiiution during cach
] . N .
of the past ten years; .
(b} Number of patent applicaiions filed Curing cueh of the post
. . . * L}
ten years; )
. {c) Nwnber of patents obin Sncd during each of the past (v years;
{d) Number of exxclusive licenses is unc‘ during cach of the past

ten years; .

{c) Number of nonexclusive lic:cn:-:cs_i..;:{lcd curing each of the

past ten years;

f) Gross royally incorne during cach of the past ten yebrs;
Y ¢ o i >

including minimuam

- -

(g) A gencral description of royallies c-]"::u';;c:cl,

and maximum royalty rales,

" - . . ..
. i . . . » . -
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Co - N . .
- ) hs_ . : *
:10..2A list of sﬁgsidiary or nffilinto_institutious,
“hospitals, etc., which would be covered by an agrceoment
Csigned by your institution,
.11. IT your ingtiiution is a subsidiary or affiliate
‘of another organizaticn, siate name and doscri5c relation-
ship, - ) E ‘ - ’
- 12, The awount of Government zupport currently boing
ndministcfed by your institution, giving azcncy hroealdown, -
- 13, Do you have an Instituticnal Pateni Agreement with
DHEW, NS¥, or any other Government agcn:"y? it sc, p'ic.';-.s:c-' supply
.. : . . . -

a-copy of the Agreement and any annunl or ether periodic

reports describing activities under the Agrecuent which
were sSublmitted to the Agency witihin the last three years,

14, If not sct forth elsewhcre, state your policy as

to shoring of royalties with faculty and other capleyces,

"15. Desceribe the uses made of any net incomne generatoed
by your patent management program.






