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MR. QIAIlWAN AND MEMBERS OF TIlE SUBCO~1MITTEE.

MY NAME IS NORMAN LATKER. lAM TIlE P.A.TENT COUNSEL FOR TIlE DEPARTMENI'

OFHEALTIl, EDUCA.TION .AND WELFARE. MY OFFICE HAS TIlE' INITIAL RESPONSIBILIlY

FOR MANAGING TIlE INVENTIVE RESULTS OFTIffi DEPARTMENT'S 1.8BIIJ.,IONDOLLAR

.ANNUAL RESEARCH AND DEVELOPMENTBUDGEL

I VERY MUQ-l APPRECIATEYpUR INVITATION, SINCE I HAVE HAD A DEEP
- ~,--' ----"- _.--

INTEREST IN' GOVERt'WENfPATENT. POLICY WHICH HAS LED ME TO SERVICE ON EVERY

M\,]QR REVIElq OF GOVERNMENT PATENT POLICY IN TIlE LAST SEVEN YEARS. H!

'IlIAT REGARD, I SERVED AS TIlE DRAFTSMAN FOR TIlE TASK FORCE(WHIQ-lDEVELOPED

nm"ALTERNATE APPROAOf'FOR ALLOCATING'TIffiINVENTIVE RESULTS OF

rovERNMENT FUNDED RESEARCH AND DEVELoPMENT FOR TIlE 1971 CO~NISSION ON

o:JVERNI.lENT PROCUREI,ffi1:.j'I'.AS XOUWIIJ., REc::ALLFB,a.\1HI? TESTIMJNY, DR.. FORMAN

CONSIDERED TIlE "ALTER.'lATE APPRdACH"'I'flEcLoSEsTEMBOIlI?>lENT OF HIS

VIEWS ANDRECClM-lENDATIONSFOR CONGRESSIONALENACIMENT OFA UNIFORN

NATIoNAL GOVERNMENT PATENI' POLICY.
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IN ADDITION, I HAVE SERVED ON TIlE DRAFTING GROlJPS THAT DEVELOPED

1HEERDA PAmIT PROVISIONS, TIlE FEDERAL PROCDmIENT pATENI' ANDLIc:F1'lSING

REQJIATIONS WHIm YOU HAVE TAKE'J NOTE OF AND \I'HIQI WERE TIlESUBJEcr OF

1HElWOPUBLICCITIZENS CASES. BUTl'DSTRELEVANT TO MY STAmlENT TODAY,

I />M1HE QIAIRMAN OF TIlE UNIVERSITY PATENI' POLICY SUBC~MITTEE OF 1HE

ID\'l ABOLISHED FEDERAL COUNCIL PORSCIENc:E.AND ·TEOt\DLOGY (F~ST). IT IS

'lllIS.INTERAGENCYSUBCOM-lITTEE1HAT WAS RESPONSIBLE FOR TIlE FEDERAL

PROC!.JRFl.'IENT REGULATIONS ON UNIVERSITY PAmIT POLICY NCITED BY MR. WOODROW

IN HIS TESTIMJNY AND NOW CIRCULATING FOR PUBLIC Co,\t.IENT. I HOPE TO

ELABORATE ON 1HE DEVEWPMENr OF TIffiSE REGULATIONS LATER IN MY STATEMENT •

. MY SERVICE WITH'llffiSEGROUPS AND MY DAILY INTERFACE WITH INNOVATORS

ANDTIffiIR ORGANIZATIONS HAS REINFORCED MY BELIEF IN rna FUNDAMENTAL

.PREMISES OF IHEW PAmITPOLICY \l'HIQI GIVEN TIffi FACT 1HAT C011-lERCIALIZATION

OF INVENTIONS MUST BE ULTThlATELY ACCOMPLISHED BY INDUSTRY SEEM CONCLUSIVE

ro ME BUT, NOIWITHSTANDING, RE1lAIN A SUBJECT OF CONTINUING DEBATE. 1lIDS,

1HE DEPARTMENT SUPPORTS TIffi BELIEF THAT A GUARANTEE OF~ PAmIT

PROTECTION MAY BE NECESSARY TO AN INDUSTRIAL DEVELOPER IN ORDER TO ASSURE

tTfILIZATION BY OR TRANSFER TO SUQI DEVELOPER OF INVE!';l'IVE RESULTS OF

DEPARThlENT SPONSORED RESEARQI. THIS IS REFLECTED IN THE DEPARTMENT PATENI'

'REGULATIONS 45 C.F.R., PARTS 6 1HROUGl 8, AND,'IN PAIITlCULAR, SECTIONS

6.6, 8.1(b) AND 8.2(b). FURTHER, THIS GUARANTEE MAY BE NECESSARY WHETHER

1HE INNOVATION BEING CONSIDERED FOR DEVELOPMENT AND COMMERCIALIZATION WAS

. M\DE BY A GOVERNMENT, UNIVERSITY OR INDUSTRY EMPLOYEE IN PERFORMI\NCE OF

OJ\TERNI,IENT FUNDED RESEARQI.THESE PRE1lISES SEEM OBVIOUS TO ME, SINCE

INHERENT TO TIlE C~MI1MENI' OF RISK CAPITAL TOWARD TIlE COMPLETION OF

DEVELOPMENT IS A DECISm'l ON THE PART OF THE INDUSTRIAL
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DEVELOPER ON W'rlETIlER TIlE INTElJ..ECIUAL PROPERTIRIQ-lTS IN TIlE INNOVATION

BEING CONSIDERED FOR DEVELOPMENT ARE SUFFICIEh'T to PROTECT ITS INTERESTS.

OJNVERSELY, FAILURE TO PROVIDESUCE GUARANTEE IN CASES WHERE IT IS

NECESSARY MAY FATALLY AFFECT UTILIZATION OR TRAi'JSFER OF A MAJOR INNOVATION.

AccoRDINGLY, IT WOULD SEEM lHAT THE RESEARQiANDDEVELOPMENT AGENCIES

SHOOLD·BEUNDER A HEAVY OBLIGATION TO ASSURE AVAILABILITY OF PATENT

PROTECTION WHEN PRIVATE RESOURCES .ARE NEEDED To ACEIEVE COt>l1>1ERCIALlZATION.

IT IS MY OI'lNBELIEF lHAT ANY CONTROVERSY OVER GOVERNt-lENf PATENT

POLICY, AT LEAST IN TIlE RESEARQi AND DEVELOPMENT AGENCIES, IS Naf, AS

mMJNLY STATED, WHEIHER TIlE GOVERNMENT SHOULD TAKE ''TITLE'' OR "LICENSE"

TO INVEN'TIVERESULTS IT HAD FUNDED, BUT \'/HEN AND TO WHAT EXTENT1HE

.GlJARf\NI'EE OF PAtENT PROTECTION NarED ABOVE SHOULD BE MADE TO INDUSTRY.

ACCORDINGLY,EVERY REsEARafANDDEVEIDPNENT AGENCY lHAT HAS TESTIFIED,

INCLUDING DHEW, BELIEVES IT HAS THE DISCRETION l\1ffiTIIER DERIVED FRCM STATIlTE,

AGENCY REGULATION OR1lffi PRESIDENT'S STATR1ENT ON PATENT POLICY. TO
.

WAIVE OR LICENSE PATENT RIGHTS WHEN IT IS DEEMED APPROPRIATE TO AQiIEVE

a:M.1ERCIAL UTILIZATION. IN DREW lHAT DISCRETION IS DERIVED FRCM

DEPAR1MFNl' REGULATIONS AND 1lffiFREsTDENT'SSTATEMEtIT RA1HER 1HAN STATUTE.

'!HERE IS NO DIFFERENCE OF OPINION .AMJNG TIlE RESEAROf AND DEVELOPMENt'

AGENCIES lHAT nus DISCRETIONSHOOLDEXIST.

1lffi M3RE MEANINGFUL PROBLEM IS SIMPLY THAT TIlE AGENCIES HAVE Naf

UHLIZED nus DISCRETION ON A UNIFORM BASIS IN SIMILARFAcr SITIIATIONS

TO TIlE EXTENT lHAT SOl>1EAGENCIES HAVE NOT FELT IT NECESSARY TO DEVELOP A

''''",' . '", "".' ....- - ..~ ...,-- -:-;' ,. ,~
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i; l-Wi'\GEl-1FNT MECHANISM TO ENTERTAIN REQUESTS FOR LICENSES OR WAIVERS

'i; ON AN'lBASIS. mIS IS EVIDENCED BY THE LACK OF ACTIVITY NOTED IN
[

LICENSE AND WAIVER CATEGORIES FOR SOME AGENCiES IN THE "ANNUAL
REPORT ON GOVERJ.'IMENT PATENT POLICY" PUBLISHED BYFCST•

. ' I WOULD NOW TIJRN MY ATTENTION TO TIlE ALLOCATION OF INVENTIONS

ARISING FROM GOVERNMENT-SPONSORED RESEARCH AT UNIVERSITIES AND

NONPROFIT ORGANIZATIONS. mIS IS AN AREA OF VITAL INTEREST TODHEW,

BECAUSE1'HE DEPARTMENr IS BY FAR THE LARGEST SINGLE SOURCE OF

FUNDING FOR .SUCH RESEARCH IN mE UNITED STATES, AND PROBABLY 1HE

WORLD, AND FUR1HER, BECAUSE 1HE SUBSTANTIAL MAJORITY OF ALL ITS RESEARCH

FUNDS ARE USED TO SPQNSORRESEARCH sa UNIVERSITIES- AND-NONPROFI'f--------!

ORGANIZATIONS. WHILE ras ALLOCATION OF RIGHTS OF INVENTIONS MADE

BY DEPARlMENf EMPLOYEES AND FOR-PROFIT CONTRACTORS IS AN IMPORTANT

MATTER, I WILL ONLY NOTE mAT 1HE POLICIES COVERING mIS AREA IN

WE DEPARTh1ENf ARE SIMILAR TO TIlOSE OF NASA AND ERDA. DIFFERENCES

ARE EVIDENT ONLY IN APPLICATION AND RESULT.

-IN WE HISTORICAL 1939 LETTER FRO.\f DR. EINSTEIN TO PRESIDENT

ROOSEVELT POINTING our TO THE PRESIDENT THE' IMMINENCE OF THE FIRST

CONTROLLED NUCLEAR CHAIN-.REACTION AND TIlE ADVENT OF THE ATOMIC AGE,

DR. EINSTEIN MADE

- _0- __ -_ _ I
.J
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THE FOLLOWING RECO~lMENDATIONS WIlli A VIEW TOWARD EXPEDITING ras WORK:

"IN VIEI~OF rnrs SITUATION YOU MAYTIUNK IT DESIRABLE TO

HAVE SOME PERMANENT CONTACT MAINTAINED BEtWEEN mE ADMINISTRA­

.TION AND ras GROUP .OF PHYSICISTS WORKING ON GlAIN REACTIONS
. " ,,''. '. '," - --~""~"-'

INN-lERICA.ONE POSSIBLE WAY OF AQlIEVING nus MIGIT BE FOR

Y'otifO ENtRusT WIlli TIUS TAsK A PERSON wHo HAs YOUR CONFIDENCE

AND WHO COULD PERHAPS SERVE IN .AN UNOFFICIAL CAPACITY. HIS

TASK MIrnT COMPRISE ras FOLLOWING:

a) T~ APPROACH GOVERNMENT DEPARTMENTS, KEEP1HEM

INFORMED OF rna FURmER DEVELO~1E!"r. AND PUT FORWARD

JlliCCM.lENDATIONS FOR GOVERNMENT ACTION, GlVING

PARTICULAR ATI'ENTION TO 1HEPROBLEM OF SECURING A

SUPPLY OF URANIUM ORE FOR THE UNITED STATES;

b) TO SPEED UP 1HE EXPERIMENTAL WORK, WHIQl IS AT

PRESENT BEING CARRIED ON WIlliIN 1HE LIMITS OF 1HE

BUDGETS OF UNIVERSITY LABORATORIES, BY PROVIDING FUNDS,

IF SUCH FUNDS BE REQUIRED, lliROUCR HIS CONTACTS WIlli
~. .

PRIVATE PERSONS, WHO ARE WILLING TO MAKE CONTRIBUTIONS

FOR 'lHIS CAUSE, AND PERHAPS ALSO OBTAINING 1HE COOPERATION
c"

OF lNOOSTRIAL LABClRATORIES, WHICH HAVE 1HE NECESSARY EQUIPMENT."

(EMPHASIS ADDED)

IN mESE ~ WORDS DR. EINSTEIN SEEMS TO HAVE PROPERLY IDENTIFIED

AND ASSIGNED TO EACH ELam OF TIIECOLLABORATIVE TEAM BE DEEMED

NECES~Y TO TIlE COMPLETION OF .DEVELO~, 1HE DUTY WHICH EACH WOULD

. -

-,

-" "

',-"" -.-
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PERFORM BPST. 'IHUS, HE SUGGESTS THAT THE UNIVERSITIES ,BE AIDED IN

OOMI'LETING TIiEIR EXPERIMENTAL OR FUNIlAMEh'TAL RESEAROI, THAT INDUSTRIAL

LABORATORIES BE TAPPED FOR THEIR ABILITY TO BRING SUQI FUNDAMENTAL

FINDINGS INTO PRACTICAL APPLICATION THROUGi THE USE OF THEIR EQUIPl>lENT

AND THE GOVERNM8'JT ACT AS THE CATALYST OR IMPRESARIO IN BRINGING 1BESE

.FACI'ORS TOGETHER.

AS~r:MPLEASDR; EINS'tEINlSFORMUlJ\. FOR DELIVERY OF THE RESULrS OF

FlJ!'tPAMENrAL RESEARCH I!'ITOPRACTICALUSE APPEARS, THE DEPAR'INENTS AND .

AGENCIES OF ThlE EXEctITIVE HAD OONE LITTLE TO FORMULIZE IT UNTIL RECENT
, "- '

YEARS. TIiECLOSING' OF raa ENORMJUSGAP BETWEEN rna FUNllJ\MENTAL FINDINGS

OF UNIVERSITIES IN NEW FIELDS OF KNOWLEDGE AS DRAMATICALLY INNOVATIVE AS

RADAR, COMPUTER mnRY CORES, lASERS,ANrIBIOTICS, ETC., AND THEIR

-----JPRACfICAL IMPLEMENTATION BY· INDUSTRY, WITIf THE EXCEPTION OF '!HE FEW CASES .

WHEREnrEQJVERNMENr HAS DETERMINED 10 PROVIDE THE CONTIl\'UED FUNDING 10

INDUSTRY FOR DEVELOPMENT OF SUCH FINDINGS/HAS BEEN LEFT TO RANDOM AND

HAPJjAZARD EXEaITION.

FRCM rna VIEWPOINT OF ThlE GOVERNMENT AND '!HE PUBLIC, THE STAKE

IN CIDSING nus GAP IS VERY HIG!. THE SHEER MAGNITUDE OF GOVERNMENT

SUPPORT OF RESEAROI AND DEVELOPMENT AT UNIVERSITIES APPEARS TO DEMAND

EVIDENCE OF USEfUL RESULTS IF IT IS TO BE CONTINUED IN nrE PREVAILING

(X)MPETITION FOR rns FEDERAL DOLLAR. IN FISCAL YEAR 1972 APPROXIMATELY

$3.1 BILLION OF TIlE $12 BILLION, OR OVER ONE-QUARTER SPENT BY THE

OOVERNMENI' ON RESEARill AND DEVELOPMENT orrsrra ITS OWN LABORA1ORIES, WEN!'

=,./
t •

. ._~',
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IN nJEFORM OF GRANTS AND OJNfRACTS TO UNIVERSITIES. OF nJE $3.1 BILLION,

nJE DEPARThlENT OF HEALTI1, EDUCATION AND WELFARE WAS RESPONSIBLE FOR

.ArMINISTERING $1.2 BIllION.

ON SEPTEMBER 23, 1975, nJEFEDERAL COUNCIL ON SCIENCE AND TECHXOLOGY'S

CXJ!,MITTEE ON GOVERNMENT PATENT POLICY' REOJMI-1ENDE1",'ON mE BASIS OF ITS

UNI-VERSITY SUBCONMITTEE'S S1UDY,i lHAT ALL· AGENCIES· OF THE EXECUr:IVEBIDt'lCH
, .. . ...,':.:: ..... :::.:.:..:.. .:":':<, ,,'::.'

PROVIDE TO UNIVERSITIES A FIRST OPTION TO SUBSTAWlALLYALLFtITURE

INVENTIONS GENERATED WIlli FEDERAL SUPPORT, SUBJECT; TO STATIITORY AurnoRITY TO nJE

CONTRARY, PROVIDEDlliAT THE INVENfING OR~IZATION I§JOUND TO HAVE AN,_~ {

IDEN.I'IFIED TECHNOLOGY TRANSFER FUNCTION.lliIS FIRST OPTION TO OWNERSHIP

IS SUBJEer TO A NUMBER OF CONDITIONS, ruE MJST IMPORTANT OF WHICH ARE
_ .. , .. .'".. _ _ _H _.

#.-

ruE STANDARD LICENSE TO TIlE G:JVERNHENT, .ALIMIT ON mE TERM OF ANY EXCLUSIVE

.' LICENSE GRANTED, AUIHORITY TOWITIIDRAW SPECIFIED pROJECrS FR<Y.-f ruE OPTION,

A REQUIRB>fENf lHAT ROYALTY INOJHE BE UTILIZED FOR EDUCATIONAL .OR RESEARaI

PURPOSES, WIlli mE EXCEPTION OF A REASONABLE SHARE TO ras INVENTOR, A'ID

'!HE RIGHf OF rns AGENCY TO REGAIN OWNERSHIP DUE TO PUBLIC INrEREST

OJNSIDERATIONS OR THE UNIVERSITIES 'FAILURE TO T.AKE EFFECTIVE STEPS TO

OOoMERClALlZE mE INVENTION.

IN ADDITION, '!HE' C(M.ITTTEE ALSO DIRECfE]) lHAT ..AN INIERAGENCY

mMITIEE BE FORHED FOR ras PURPOSE OF JOINT AGENCY IDENTIFICATION OF

UNIVERSITIES HAVING A SATISFACTORY TECHNOLOGY TRANSFER FUNCTION. AS NOTED,

h -,,-___ __u .. _IHPLIMENTATION OF ruE COONCIL'S REOJHMENDATION IS NOW BEING CIRCULATED FOR,,--_

. PUBLIC (;(].MENT IN THE FORM OF A PROPOSED FEDERAL PROCUREMENT REGULATION•

•
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JJ TIlEOurSET OF ITS STUDY, 1HE UNIVERSITY SUBCOI,MITTEE IDENTIFIED

SCME GENERAL,PREMISES FROM WHIQI IT WOULD BE NECESSARY TO PROCEED. AS

Yoo,WILl, NOTE, ALL OF TIlESEPREMISES WERE INTIJITIVELY UNDERSTCOD BY

DR. EINSTEIN IN 1939.

FIRST,ASYMPATIlETICANDENCOURAGINGFEDERAL CLIMATE IS VERY

]jjp(jR,TANT TO TFa-lNOLoG1cAL PROGRESS. fHtIs, iN cASES 11'HERE'THEREqUlREf.1El-lI'

FORUNIVERSITX/INDUSTRY RELATIONS IS NOT MET IN A SATISFACTORYNANNER,

rovEmm CAN HAVE AN IMPORTANT ROLE TO PLAY AS_A CATALYST OR "IMPRESARIO"
~.. -

IN CREATING TIlE FRAMEWORK WIlHIN l'iHICH REQJLAR CONTACfS TAKE PLACE BETI'iEEN-
---~------j

UNIVERSITY AND INDUSTRY.

SECOND, THE UNIVERSITY COMMJNITY AND INDUSTRY, LEFT TO TIlEIR OWN

INITIATIVES, WILL PROBABLY BE UNABLE TO GENERATE lHIS AOOSPHERE. PRIVATE
-----_._---,....-_. --

BUSINESS, EVEN lHOUGH CONCERNED WI1H INSTITIITIONAL BARRIERS THAT PRECLUDE

SYSTEMS INNOVATIONS, CAN'T lX)MJCH ABOUT IT. '!HEY ARE RESPONSIBLE FOR

OUTPUTS OF TIlEIR BUSINESSES AND NUST ORDINARILY WORK WI1HIN '!HE NARROW

COOFINES OF '!HE CDMPANIES' RESPONSIBILITIES TO MAXIMIZE PROFITS AND

MINIMIZE RISKS FOR '!HE FIRM.

'lHIRD, 1HEREAPPEARS TO BE AN ABSOLUTE NEED FOR INDUSTRIAL

OJLLABORATION WI1H UNIVERSITIES IF '!HE RESULTS OF GOVERNMENT-SPONSORED

, UNIVERSITY RESEARQI ARE TO REAQI 'IHE MARKETPLACE. 1HIS IS TRUE, SINCE

MJQI OF THE WORK PERFORMED UNDER GOVERNMENT-SPONSORED GRANTS AND CONTRACTS

AT UNIVERSITIES IS BASIC, AS OPPOSED TO APPLIED RESEARCH. INVENTIONS

ARISING our OF BASIC RF..5EARCH INVOLVE AT MJST COMPOSITIONS OF MATTER WI1H

. ~ ~ ......,. ; .,
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N) CLEAR l)TILITY, PROTOTYPE DEVICES , OR PROCESSES WHIQI USUALLY REQUIRE

MUQlADDITIONAL DEVELOPMENT; UNIVERSITIES mlSELVES 00 NOT UNDERTAKE

'!HE COMPLETE DEVELOPMENI' OF SUQI INQlOATE INVENTIONS, AS DEVELOPNENT

LEADING TO CO!>II1ERCIALMARKETING IS NOT ORDINARILY WITIlIN'lliE SCOPE OF

'!HEIR MISSIONS OR PHYSICAL CAPABILITY.FURIHER,FINANCING OFTIIAT 1YPE

OF" DEVELOP/olENT ·WORK NEEDED·· IS NOT .. GENERALLY AVAlhABTill FROM GOVERt'<MENT'

SOURCES. 'lliEREARE'MAN¥!'ORE INVENTIVEJ:DEAS THANFEIJERALRESOORCES

FOR DEVELOThlENT PURPOSES. CONSEQUENTLY, DEVELOPMENT OF surn INVENTIONS

WILL GENERALLY BE ACCOMPLISHED ONLY WHERE INWSTRY HAS KNOWLEDGE OF THEM
.._.. - ------ -_ •.-._.

lIND HAS AN INCENTIVE TO UTILIZE ITS RISK CAPITAL TO BRING THEM TO 'lliE .

MARKETPLACE.

LAST, 'lliE DIFFICULTY OF COLLABORATION IS COMPOUNDED WHEN THOSE WHO

.' NOW PERFORM ESSENTIAL PARTS OF A RJNCTIONREFUSE TO MODIFY THEIR OPERATIONS

'J:O.MEET 'lliE NEEDS OF THE. WHOLE SYSTEM. (n-IE RESEARQlAND DEVELOPMENT AGEJ\lCIES

WERE NOT EXCLUDED AS ONE OF TI-IE PRINCIPALS WID MUST l-DDIFY ITS OPERATIONS.)

TIlESE VESTED INTERESTS CONSTITUTE 'lliE M)ST SERIOUS· INSTITIITIONAL BARRIERS

TO SOCIALLY IMPORTANT INNOVATIONS; ORDINARILY, TI-IE PRINCIPALS CAN'T BE

ORDERED TO COLLABORATE. NOR WILL THEY 00 •SO UNLESS THEY SEE SCMITHING IN

IT FOR TIlEMSELVES. 'lliEPROBLEM PERCEIVED WAS HOW TO PROVIDE THE MEANS FOR

INDuCING'lliEM:rO Iwt'EGRATEVOLUNTARILY INTO A SYS'Tfl.~ TI-lAT .PERFORMS A

SOCIALLY DESIRABLE FUNCTION.

WITH lliESE PREMISES IN MIND, 'lliE UNIVERSITY SUBCCMUTTEE IDENTIFIED

'!HE FOLLOWING AS 'lliE PRIMARY PROBLEM:> TI-lAT NEEDED TO BE OVERCOME BEFORE

QPTIMUM RESULTS IN TRANSFERRING TEQINOLOGY COULD BE AQlIEVED.

-:'!rOo . .
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FIRST, AND· TIlOUGHTTO BE TIlE 1-1)ST INPORTANT, WAS TrIE CONCLUSION

'IlIAT UNIVERSITIES ro Nar GENEAALLY HAVE AN ADEQUATE1-lANAGENENT CAPABILITY .

10 FACILITATE TIffi TIMELY IDENTIFICATION, PROTECTION AND TIffi TRANSFER OF

'!HEIR INVENTIVE RESULTS ID INDUSTRIAL CONCERNS 1llAT NIGHT MAKE USE OF

'lllPM.EVEN lHOSEORGANIZATIONS HAVING TIffiRICRrTO TRANSEERADEGREEOF

l'A1mP:R01'ECtIONDESlREDBY INDUSTRYNA.'{WELLFAtLTOsUeCEEDIN. .

ENCOURAGING UfILI.ZATION IF AN Ai)EQtM.TE, ORGAN-rZ:ED .BEFORT J'O Ij)ENTIFY,

. PROTECT AND CCMlUNICATE 'IHESERESULTS IS NOT ~lA.DE.

IT WAS PERCEIVED lliAT rna ~lERE EXISTENCE OF A BODY OF REsEARrn
.~,...,..-~:- -~=:-=.,,:F

PUBLICATIONS AND OTHER TEQINICAL INFORMATION WAS NOT ENDUCH TO RESULT IN

SIGNIFICANT INDUSTRIAL INVOLVEMENT IN· FURTIffiRING DEVELOPNENr •
.---- ..--.. .. . -. -·····=~::.:..l

SECOND, WAS '!HE "Nar-INVENTED-HERE" SYNDRONE. INDUSTRIAL ORGA!HZA-

TIONSHAVE mMERCIAL POSITIONS INIDST AREAS OF TIIEIR RESEARCH. ACCORD­

INGLY, '!HERE IS.AN IN-HOU.SE INCENTIVE FOR SU9i ORGANIZ!}TIONS TO FUR'lHER

DEVELOP TIffi RESULTS OF TIffiIR RESEARrn IN ORDER TO IMPROVETIIEIR CQM.lERCIAL

POSITION. TIllS INCENTIVE STFMS FRCMTIIE ORGA1'1IZATlON'S ABILITY TO

OJNTINUOOSLY EVALUATE TIffiIR RESEAROf THROUCH ALL STAGES OF ITS DEVELOThlENT.

IT FOLLOWS 1llAT TIffiRE WILL BE A LESSER INCENTIVE FOR INDUSTRY TO FURTIIER

DEVELOP TIffi RESULTS OF UNIVERSITYRESEARaf WHERE SUCH RESEARCH WILL NOT BE

UNDER ITS INITIAL REVIEW OR CONTROL. IT WAS .SUGGESTED 1llATTIUS BIAS

IDWARD INVfSI1.lENT IN FURTIffiR DEVELOThlENT OF ITS OWN IDEAS, RATIIER 1HAN

IDEAS FRCM arrSIDE SOORCES, NIrnr BE LESSENED BY EARLY IDENTIFICATION BY

INDUSTRY OF UNIVERSITY INVESTIGATORS WHO MAX BE WORKING INTIffiIR AREAS OF

INTERFST.
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FOOR1H, IS THE PROBLEM OF CONTAMINATION. AS USED BY INDUSTRY AND

UNIVERSITY ~TIGATORS, "CDNTANINATION" MEANS THE roTENTIAL CDMPRCMISE

OF RIGfITS IN PROPRIETARY RESEARITI HF..SULTING FRCY.>1 EXPOSURE OF INWSTRY TO

.
IT WAS DETERMINED FRCM THE EXPERIENCES NOTED IN UNIVERSITY DEALINGS

WIlli THE ruARMACEUTICAL INDUSTRY AND MEDICAL DEVICE MWUFACIlJRERS THA.T THERE

. WIll. BE TIlE SAME RELUCtANCE TO CDLLABoRATE WI1H· UNIVERSITIES IN BRINGING

OTHER HICH-RISK INVENTIONS TO TIlE MARKETPLACE IF SCME PATENT EXCLUSIVITY

11

....-11- .

CElITICAL FIRMS TO TEST CDMPOSITIONS OF MATTER SYNTIlESIZED OR ISOLATED
" .:, ",

. ,

. BY DHE\'l GRAN!'-SUProRTED INVESTIGATORS DUE TO DHEW'S PATENT PRACTICES AT .

'lHAT TIME. INWSTRY FELT DHEW PATENT PRACTICES FAILED TO TAKE INTOCDNSIDER­

ATION .THE lARGE PRIVATE INVESTh1ENT BEFORE SUCH CCMPOSITIONS COOLD BE

MARKETED AS DRUGS. SIMILAR SITUATIONS HAD OCCURRED IN THE AREA OF MEDICAL __

HARDWARE DEVICES.

, .~.,. - '

,.. -·"=--IS NJI' FIRST PROVIDED 10 THE DEVELOPER.
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IDEAS, OOMPOSITIONS, AND/OR TEST RESULTS ARISING FROM GOVERN/>lENT-SPONSORED

RESEARaI. FOR EXANPLE, AN INVENTION MADE AT A UNIVERsITI UNDER A

OOVEIWilENT-FUNDED RI;iSEARm PROGRAlil IS LOOKED INTO BY A CCNPANY WING

PARALLELRESEARm. IF TIlE CC1>fPANYINCORPORATES INTO ITS RESEARm PROGRAM

S(l.1E OF TIlE RESEARaI FINDINGS OF TIlE UNIVERSI'1¥A!'lD 'THEN .DEVELOPS A

'~ABLEPRClDlJCI'PATENTP$1;YDISTINerFRCM THE.UNlVERsITI' S INVENTION,

1HE COMPANY FEARS THAT TIlE GQVERNI.lENT IS IN A POSITION TO ASSERT CLAIMS
•

'IO 1HEIR FRoJXJer•

. ro. OVERCOME TIlESE BARIUERS_ J9 TEQ11-.,'OLOGY~TRANSFER,.):T WAScDEEMED

ESSENTIAL TO TIlE SUBCa.MITTEE THAT THEGQVER,'lI-lENT PERSUADE UNIVERSITIES

'IOPROVIDE k MANAGEMENT CAPABILITI WITHIN TIlE INSTITIITION THAT WILL

SERVE AS A FOCAL POINT FOR IDENTIFICATION, RECEIPT AND l'ROMPT PRCYI'ECTION

. OF TIlEINVENTIVERI;iSULTS OF UNIVERSITI RESEARGI FOR LATER DISSEMINATION

,BY ITSELF OR O'IHER ~GEMENT ORGANIZATIONS TO THOSE llIDUSTRIAL OONCERNS

M:lSTLIKELY TO UTILIZE sum RESULTS. IT WAS.THE CONCWSION OF TIlE SUB­

CX>M>fiTTEE THAT THIS NICHr BE ACa:MPLISHED BY GUARANTEEING TO uNIVERSITIES

AT TIlE TIME OF FUNDING, PAm RIQITS IN GOVER}..'\1ENT-SUPPORTED INVENTIONS

IN llEIURN FOR ESTABLISHMENT OF sum A MANAGEMENT CAPABILITY.

I 1>ELIEVETHAT ONE OF THE PRIMARY BASES FORTHERECCMMENDATION WAS

THE REALIZATION THAT A SUBSTANTIAL l4UORITI OF INVENTIVE IDEAS REQUIRES

"ADVOCATES" IN ORDER TO REAm TIlE MARKETPLACE, AND THAT EXPERIENCE

. INDICATES THAT THE INVENTING ORGANIZATION, IF INTERESTED, IS A MJRE LIKELY

"ADVOCATE" THAN A LESS PROXIMATE AND NOT AS EQUALLY CONCERNED GOVERN/>lENT

STAFF.



1ffiRANGEMENTS SHOULD MINIMIZE TIlE PROBIDI0F lHE "NOT-INVENl'ED-HERE"

-SYNDROME, SINCE A COLLABORATOR WOULD NOT BE VIEWED AS AN "OUTSIDER. If

, _lHEPROSPECT OF A ROYALTYRETIJRN IS MEANT _TO ASSURE lHE INVENTOR' S

OJNTIl\.'lJED INVQLVEHENT.

IT IS BELIEVED THAT THE C01>MITTEE' S RECCNMENDATIONS PROVIDE TIlE

MEANS TO INDUCE VOLUNTARY INTEGRATION INTO A SYSTEM THAT WILL OPTIMIZE

TEQINOlDGYTRA1'lSFER THROurn RECOGNITION OF lHE EQUITIES OF ALL lHE PARTIES.

'HISTORY IS REPLETE WrlliEXAJ,lPLESOF INVENTIONS NOW ACCEPTED AS

PART OF OUR CULWRE, WHIm REArnEDFRUITION ONLY DUE TO TIlE PERSEVERANCE

OFANiADVOCATE. IT IS SAID THAT THE INVE'ITOR OF XEROX, QfESfER CARLSON,

OJNTACTED OVER 100 CONCERNS BEFORE HE WAS ABLE TO OBTAIN A FINANCIAL

0»NITM'ENTFORDEVELOPMENT. SIMILARLY, S:At>1UEL B. !>ORSEARGUED 1HROlJGH

JiIV€~ Bf:I'OitE_H£WA'S ABLE TO'oBTAIN$$'d, d'dtY FRoM CONGRESS T(Y BtlILIY

A TEST UNEFORHIS TELEGRAPHBE11'IEEN WASHINGTON AND BALTHORE. 1HERE

IS NO EVIDENCE THAT A GOVERNMENT -ORGANIZATION WOULD BE WILLING TO DUPLICATE

1HAT KiND OF EFFORT, NOR IS IT .APPARENT THAT !>IANY ORGANIZATIONS OR PERSONS

-WOULD, ABSENT A PROPERTI RIGHT.

'IHB GUARANTEE OF PATENT RIGHTS TO lHE UNIVERSITI CARRIES WITH IT

1liE RlQITTO LICENSE COHRCIALCONCERNS, THUS CREATING TIlE INCENTIVE

NECESSARY FOR DEVELOPMENT IN THOSE SITUATIONS WHERE OJLLABORATION WOULD

'NOT OTHERlUSE BE ACca.lPLISHED AND LESSENING OR ELIMINATING INDUSTRY FEAR

- OF OJNTPMINATION. RJRTHER, UNDER sum A POLICY, OJLLABORATIVE ARRANGEMENTS

OJULD BE MADE WHEREIN INIUSTRY'S PARTICIPATION IS PROTECTED BEFORE IT

IS EVEN CLEAR WHETHER OR NOT INVENTIONS lULL BE MADE. sum PRIOR

'. -
.• r-. J ' ..
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TO A lARGE EXTFNI' THE SEl"I'B1BER 23RD RECOl>t-IENDATIONS OF THE m~1MITTEE

ON "lXJVERNMENf POLICY ARE A RATIFICATION OF THE PRACTICES IMPL&lENTED

In'. DHEW SINCE 1969 AND THE NATIONAL SCIENCE FOUNDATION SINCE 1974. THE

'OOEWPRACTlCES, IN WRN, WERE INITIATED IN PARTJHRCXJG-I TIJE INPETUS
""c..,.

. .'. .", I. .

¢RIlATEDBYTHECRITIGAL REMARKS FRCN THE 1968 GAO. STUDYMENfIONEU

PlUMOUSLY ON '!HE tACK OF TIMELINESS IN PROCESSING PETIrIONS FORW,MViERS

OF IDENTIFIED INvENTIONS AND THE NEED TO ClARIFY 'rim USE OF INSTITUTIONAL

PATENT AGREEMENTS WHIili GLMRANTEE RJTUREINVENTION RIGfITS TO UNIVERSITIES
... -

WITH TECHNOLOGY TRANSFER CAPABILITIES.

IN OCTOBER 1974 1HEDEPARTMENT COLLECTED SONE ROum STATISTICS ON

MANAGEMENT OF PATENT RIQITS LEFT TO UNIVERsITIES. "THIS S'I'UDY n·lDICATED

THAT 167 PATENT APPLICATIONS WERE FILEI) SINCE 1969 BY INSTITUTIONS WHO

rnOSE TO EXERCISE THEIR FIRST' OPTION TO· INVENTION RIGHTS UNDER THEIR

" INSTITUTIONAL PATENT AGREEMENT. UNDER THE "167 PATENT APPLICATIONS

.: FILED, THE UNIVERSITIES HAVE NEOO1'IATEJ) 29 NONEXCLUSIVE LICENSES AND 43

EXCLUSIVE LICENSES. SEVENI'EEN JOINT-FUNDING ARRANGEMENTS WITH mMERCIAL

ORGANIZATIONS, INVOLVING ONLY THE J'OSSIBILI1YOF RIGHTS TO RJTURE

INVENTIONS, HAVE BEENMAIJE. nus IS AN IMPORTANfSTATISTIC, SINCE IT

. INDICATES A WILLINGNESS TO MAKE ARRANGEMENTS PRIOR TO THE TIME TIiAT

INVENTIONS HAVE BEEN w.DE ON THE BASIS THAT THE INSTITUTION HAS THE

FLEXIBILITY OF PROVIDING TO THE CONCERN SOME INVENTION RIQITS IF AN

INVENTION SHOULD EVOLVE FR[M THE JOINTLY FUNDED EFFORT. THE INSTITUTION

GAINSTIUS ABILITY TO NEGOTIATE BY VIRTUE OF ITS INSTITUTIONAL PATEl\'T

AGREFMENT. WE WERE ADVISED THAT ON THE BASIS OF ALL THE AGREEMENTS NaTED,

•
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,APPROXINATELY 24 MILLION DOLLARs OF RISK CAPITAL l>lAY BE COM'lI'ITED TO

'ffiE DEVELOPMENT OR MAKING OF INvENTIONS EVOLVING WIlli DHEW SUPPORT•

. .UNDER' OuR DEFERRED DETERMINATION POLICY,' WHICH' IS APPLICABLE TO ALL

UNIvERSITIES \\BO HAVE NaI' YET ESTABLISHED A TECHNOLOGY TRANSFER CAP'ABILI1

IT WAS DETERNINED THAT SINCE JULy 1,1968, 178 PETITIONS FOR WAivER

OPAA IDENTIFIEDINVEN'I'ION HAVEBEENi REVIEWED AS OF oCToBER 1974:" OF

'ffiESE 178, 162·PETITIONS WERE GEANTED. UNDERnIE l62PETITIONS GRANTED;

ras INSTITIITIONS INVOLVED AND RESPONDING HAVE, TO OCTOBER 1974 GRANTED

. 15 NONEXCLUSIVE LICENSES AND 35 EXCLUSiVE LICENSES. TIIESE LICENSES HAVE
. . . .

GENERATED A POSSIBLE CCMMI1MENT OF RISK CAPITAL OF AS l>lUCH AS 53 MILLION

OOLLARS. . ,-..
ONE OF'ffiEPETITIONSGRAN'I'ED INVOLVED A BURN OINIMENI' DISCOVERED AT

A UNIVERSITY, WHICH W.4S PAmITED FOR THE UNIVERSITY BY RESEARCH CORPORATION,

-LICENSED TO A PHARMACEUTICAL COf>lPANY, CLINICALLY TESTED UNDER nIB DIRECTION

OF nIB COMPANY, AND CLEARED BY THE FOOD AND DRUG AIMINISTRATION ON WE. .

COMPANY'S INITIATIVE. THE DRUG IS mw CC»MERCIALLY AVAILABLE. TO MY

KNOWLEDGE, rars IS THE ONLY DRUG OUTSIDE THE CANCER CHEMJ1HERAPY PROGRAM

WHIQI WAS INITIALLY DISCOVERED WITH DEPARTMENT SUPPORT AND HAS REACHED

ras MARKETPLACE· THROUGH THE INVES1MENT OF RISK CAPITAL FRC»1 THE DRUG

INDUSTRY.

WE ARE A}l'ARE OF AT LEAST FIVE OTHER DRUGS OurSIDE CANCER QID40nIERAPY

AT VARIOUS STATES OF DEVELOPMENT WHICH WERE DISCOVERED WIlli DEPAR1MENT

SUPPORT AND ARE NOW BEING DEVELOPED WIlli PRIVATE SUPPORT UNDER LICENSE,

SCME OF WHICH ARE CLOSE TO MARKET CLEARANCE. WE KNEW OF NO CXlMPARABLE

SITIJATIONS AT TIlE TIME OF THE GAO REPORT.

.'>;

. .... '~"
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MJCHMJRE "SICWIFICANT 1HAN TIlE FIGURES INVOLVED (WHICH I BELIEVEl1AVE

'INCRli4SED SINCE OCTOBER 1974) IS nIFORH4.TION!"ROVIDED BY THE UNIVERSITY

O»MJNITY INDICATING THAT IN TIlE lAST FOUR YEARS INDUSTRIAL ORGANIZATIONS

HAVE BEEN ACTIVELY PURSUING UNIVERSITY RESEARCH. I BELIEVE nus TO:BE

. CLEARLY THE RESULT OF THE UNIVERSITY COl-NUNITY'S ACTIVE SOLICITATION OF

(X)I;I;ABORATIVEARRANGf.MEl'JTS, WHICH IN TIJRN WAS PARTLY· MJ'fNA.iEDBYTHE
FLEXIBILITY PROVIDED BY OORPATENT POLICY.

IT IS flOPED THAT THE GROWING ·SUCCESS OF THE DHEW EXPERIENCE lI'ILL

BE ExPANDED TO '!HE REST OF 1HE EXECUTIVE BRANCH TIlRaJGH 1HE CXJ~1MITI'EE Q~

"rovERNMENf PATENT POLICY RECXJl>NENDATIONS QF SEPTEMBER. 23R,n•.
~ , ',_'A::~. .

I HAVE MADE REFERENCE TO A NUMBER OF .sTIJDIES AND REPORTS IN m
STATFMENT, WBIGf I INrEND TO MIlJ<EAVAILAJ3LETO YOUR CCMMI1'TEE. I lIDULD

}J)5() BE PLEASED TO MAKE M"f OFTIffiSE AVAILABLE TO ANYONE CONfACTING ME fJ

(301) 496-7056, OR AT 1HE NATIONAL INSTITUTES OF HEALTIl, BETIlESDA,

MARYLAND 20014.
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