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SURVEY OF DIRECTED MECHANISMS

FOR INNOVATION OF UNIVERSITY RESEARCH

1. Introduction‘

This article will report on a survey relating to
innovation of university research results, particularly of
directed mechanisms (organizations, policies) at universi-
ties for transferring intellectual property rights to in-
dustry. The survey was conducted primarily in the summer
of 1978, "While questionnaires were sent to a few represen-
tative uvniversities in each of a number of countries, much
useful information gathering resulted from perscnal inter-
views at universities and national "research development
organizations." The survey was limited in the number of
countries, the number of universities and other entities
surveyed in a country, and in the number of individuals
interviewed.

II. Background

Increasingly, developed countries are pointing to
the urgent need to enhance their domestic innovation to be
competitive in world markets for manufactured goods. The
looming competition from Eastern Europe, China, and develop-
ing countries with lower labor costs and often extensive
natural resources portends even further loss of competitive-
ness of domestic industries and more focus upon innovation.
Innovation is seen as a means of leveraging intellectual
product with capital and trained labor to produce goods and
processes that compete on a technological rather than cost
level.

Directed mechanisms toward enhancing innovation of

university research were found to vary from country to country

1. Footnoieé'ane.incﬂuded An this article only Lo coven
supplemental information.. Rederences Lo informatfion socurces
“arne not included in the body of Lthis repont; fthe Bibliography

will covern a Lisiting of 5aunce4 04 Lnﬁo&maILon fon internested
readens. : _




but more from university to university.? Nevertheless, of
universities that had reached the threshold of deciding that
it was not inappropriate for the university or its faculty,
research staff, and students to become involved in such
directed mechanisms, three general forms of organization and
a number of unique organizations were noted.

This survey focused upon directed mechanisms for
achieving innovation of university research results. Clearly,
much~-indeed most--industrial innovation is aided by contri-
butions from university research in the form of trained
graduate students, publications in learned journals, con-
ferences, etc. However, the "directed mechanisms" reported
on here relate to.specific policies and organizations for
contractually transferring basic research results to industry.

TII. Return on Investment in Basic Research

Return on investment (ROI), a familiar phrase to
the financial community, appears to be increasingly the
attitude of politicians and the public with regard to re-
search by the scientific community. This trend, exacerbated
by current economic conditions, has resulted in demands for
evidence that science show a practlcal and/or economlc value
to the publlc.3

2. Many univensities have no policies, form of organization
orn other mechandism fon Licensding of nresearch rnesults. Gen-
enally, this absence 44 due fo severnal factors. One obvious
factorn Ls a small Level of research which does not give rise
Lo the need fon an organdization on other transfer mechandism,
ALro, at many undvensities, some with a substantial Level of
reseanch, therne simply had been no impetfus to focus upon

" directed mechanisms fon ftechnology transfen. In such und-

vensiiies, the indtiative forn transfern of technology is Left

to individuals orn small groups wilthin the univensity. AL

ofhen undvensities, Lt was argued patent Licensing had the
polential of Lnappropriately divernting faculty from Lhe pur-
suit of knowledge to punsuiif of patentable ideas; by estab-
Lishing mechanisms to facdlitate such Licensing, &t was alleged
that would only Lncrease that potential.

3. It has been obsenved this trhend has some potential 604
undercuttingysupport to curdosity-oriented, fundamental re-
seanch., This can be self-defeating to ROI as the major tech-
nological breakthnrnoughs genernally hesult from the unexpected
finding of fundamental nesearch rather than applied nesearch.
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For example, the so-called Rothschild Report of the
UK recommended that government scientific administrators,
rather than making unrestricted grants to scientists, should
define practical problems requiring solutions and then make
awards to scientists or other entities best suited to carry
out the designated project. In the U.S., Senator William
Proxmire, Chairman of the Senate Subcommittee that funds the
National Science FPoundation, periodically awards the founda-
tion a "golden fleece award" for wasting taxpayers' money on
a particular research grant he considers frivolous and/or un-.
likely to provide results benefiting the public.

Another viewpoint was heard in hearings in March
of 1979 for funding for the U.S. National Science Foundation.
Representative Tom Harkin asked "how many people here would
vote for $100,000 to study the growth of viruses in monkey
kidney cells?" Representative Harkin then observed that
Dr. Jonas Salk, a few years after completion of that study,
used the results in- hlS own research and came up with a '
polio vaccine.

Dependent  on benevolent support of the taxpayers
and legislators, many government research agencies and
universities have concluded that by demonstration of success-
ful innovations of scientific research, the public's and
politician's demand for ROI can be satisfied in at least
partial measure, thus reducing the jeopardy to funding of
fundamental research.

This ROI attitude has been a key factor leading to
the establishment of many of the directed mechanisms reported
in this article for innovation of university research results.
Nevertheless, it appears more universities than not are passive
with respect to directed innovation at the unlver51ty admin-
'1strat1ve level.

IV, Forms of Organization

Organizations for direct transfer of university re-
search results to industry were found to vary substantially
from university to university and country to country. How-
ever, there are three general categories into which more.
organizations may be grouped. These are: - (1) national
research development organizations (RDO's); (2) university
licensing offices (ULO's); and (3) industrial liaison offices
(ILO's). - ' -




National Research Development Organizations -
National research development organizations (RDO's) are
government chartered to develop and exploit new technologies
arising from government~funded research to commercial appli-
cation. An RDO may also take on for development inventions
from the public and corporations. In addition to the tech-
nology licensing function, an RDO may fund further develop-
ment of an embryonic but promising concept, joint venture
with industry, and act as a venture capital organization in
forming a new company to exploit a particular opportunity.

University Licensing Offices - A university licen-
sing office (ULO) is established within a university's admin-
istrative structure, typically reporting to a "patent board”
of the university's governing body. A ULO normally performs
only the function of licensing of potentially commercializable
technology arising from the university's research program,
Until the licensing volume justifies full time licensing.
personnel, the licensing function is often handled part—time
by the university research administration manager or vice-
president-research. : _

Industrial Liaison Office - An industrial liaison
office (ILO} of a university is typically separately incor-
porated by the university's governing body, with offices
-either on the university campus or directly adjacent. The

ILO's governing board will often include representatives

of the industrial community. Technology licensing is per-
formed by an ILO, but this licensing function is quite
limited in countries where it is mandated results of
government-funded research are to be managed by the national
RDO. Primary functions of an ILO include liaison {(for the
university) with industry in connection with industry-
sponsored research projects, renting to industry specialized
research and testing equipment, brokering university faculty
as consultants and coordinating conferences and- workshops
for industrial participants. :

* & *® *

There are many organizations which do not fit neatly

into one of the foregoing three categories. These include,
for example, an association of faculty of a number of uni-
versities (Japan), an alumni-controlled non-profit institu-
§ tion (U.S8.), a university research institute (Norway), a
T for-profit company representing many universities (U.S.),
a captive development company (France), and a non- proflt
"research and development” organlzatlon (Belgium) .

Representative organizations for directed transfer A
of university research results to industry will be discussed
in Section VIII in summary form. The Bibliography will list
available references so that further information may be
obtained by any interested reader about a partlcular organl-
zation. : _ :




It is tempting to seek to compare the differing
forms of organization. Probably more significant than the
form of organization, however, is the entrepreneurial char-
acter of the individuals in the organization, and the
available incentives. (In Section VI, the royalty incen-

. tive is discussed.) : :

V. Other Forms of University/Industry Interaction

This paper will deal with the directed mechanisms
for enabling innovation of research results of universities.
For completeness, other means of bringing university research
results to industry and forms of university/interaction are
briefly mentioned here.

Graduated Students - The first and most obvious
means of technology transfer from a university to industry
is the graduated student, who carries with him or her the
knowledge gained during his or her stay at the university.

Publications - Another primary transfer mechanism
is the publication in technical journals, textbooks, theses,
etc., - of university research results.

Research Contracts - Further direct technology
transfer to industry occurs through industry funding of
research at a university.

Technical Conferences - The role of technical
conferences and professional society conferences should
not be underestimated--where it is said more knowledge is
exchanged through the personal contacts enabled by such
conferences than the formal papers presented.

Industry Affiliates Programs - In the U.S., a few
universities have "industrial affiliates" programs. At
Stanford University in California, for example, a company
that joins the Chemistry and Chemical Engineering Affiliates
program pays an annual fee and, in return, participates in
periodic conferences arranged for the affiliate members on
relevant topics, participates in exchanges of research
scientists, receives early copies of publications, etc.

Consultants - University scientists are employed
as consultants by industry, typically as 1nd1v1duals, al-
- though at some: uan@rSltles, through ILO's. :




‘Industrial Parks - A number of universities have
established contiguous industrial research parks, which
provide an opportunity for cross-fertilization of research
ideas between industry and university personnel. As scien-
tists that do not continue their education become in time
more or less technologically obsolete, particularly in fields
such as electronics, it is a major advantage for a high
technology company to be located near a research university
with educational programs avallable. :

Research Institutes - Research institutes in the
vicinity of a university perform a useful function as an
intermediary between results of basic unlverSLty research
and appllcatlons of industry.

VI, - University Policies

This survey focused on two areas of university policy.
significant to an organization directed to innovation of uni-
versity research results. These policy areas were of owner-
ship of research results, including patents, and of royalty
distribution.

_ Ownership - Policy with regard to ownership of patent
and other proprietary rights of research conducted at a uni-
versity varied but with some commonality within a country.

A 1977 survey by the Society of University Patent
Administrators (SUPA) of U.S. and Canadian universities re-
vealed that for "unsponsored" inventions, 36 of 58 univer-
sities took title, while in 11 universities, the inventor
took title. In cases where the research was funded by an
external research sponsor, the ownership question typically
was covered in a patent clause of the funding agreement, -
and the institution would have prior agreement with the
researchers in order to carry out its obligations under
the clause.

: In the UK, inventions developed with government
funding support are assigned to NRDC, and university faculty
inventors generally had first presumptlon of tltle to other
inventions. ' :

Generally, U.S. public (state) universities control
ownership of faculty inventions while U.S. private universi-
ties—~~based on a small sample--in more cases than not had a
policy of first presumption of title to faculty inventors.




In West Germany, tenured university faculty have
full ownership to their unsponsored inventions and make
independent licensing arrangements with industrial licen-
sees although their university may share in royalty income
based on the amount of university resources involved in the
invention. For untenured university scientists, it appears
the university can obtain title (with a share to the in-=
ventor} if it will undertake patenting and licensing. As
German universities have not undertaken licensing programs,
this policy has not been tested.

Some universities varied their policy of ownership
of inventions based upon whether or not university facilities
were used and whether their invention was "duty related.™
Generally, inventions not conceived with research sponsor
support, not involving use of university facilities, and
not duty-related were owned by the inventor.

For universities with a policy of title to inventor,
~the university licensing program, to be successful, required
a reasonable royalty sharing policy and demonstrated com-
petence in licensing.

, Royalty Distribution - Royalty distribution policies
varied substantially. The 1977 SUPA survey of 48 U.S. .and
Canadian universities revealed 23 different royalty-sharing
- policies. Inventors' shares ranged widely with the median
at 33% of net royalty income. Several universities were
grouped at a net 50% and several at a gross 15%, but there
was otherwise little commonallty. :

Few inventions will cover the costs of llcen51ng -
and administration; many will not bring in any income at all.?
However, the fortunate occurrence of one or more very large
royalty producing inventions will reduce those costs to a
proportionately small percentage, For average university .
inventions, on the order of 50% of gross income would not
be an unreasonable allocation to cover licensing progran
costs. However, factoring in the possibility of one or more
very large rovalty-producing inventions would reduce the
percentage significantly. : :

An important factor to consider in royalty distri-
bution arrangements is a distribution to the laboratory '
- where the invention originated. The laboratory director

4. Assuming reasonable judgment in evaluating Linventions,
average Linvention quality and diligent Licensing effort, L%
appearns an agreement with industry can be hreached for perhaps
one-thind o4 inventions which are accepied for Licensing and
gorn which patent fifing and ofher expenses are Lncurred.. 0f
this one-thind, penhaps one in ten wilLl eventually pnou&de
over $25,000 aumuﬁat&ue noyaliy income and one Lin fwo hundned
over $1 000, 000. ~(See aao s@auan vL.) -
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at a Danish university noted that, absent a laboratory
share, there was little incentive to encourage diversion

of laboratory faculty, staff or students from laboratory
tasks to preparing invention disclosures, dealing with
patent attorneys, consulting and cooperating in licensing
arrangements with industry. From an equity point of view,
it was noted that an inventor has derived support from what
has been done before in a laboratory, its equipment, inter-
action of colleagues, etc., and that there is thus a basis
for distribution of a share of royalty income to a laboratory.
Such unrestricted funds can be used by the laboratory as
seed money for new research projects for which other funding
"is not available, sending junior faculty and students to
technical conferences for which there is inadequate labora-
tory funding, etc.

At some universities, the amount of royalty distri--
bution is negotiated on a case by case basis. Such a policy -
was generally limited to organizations that had few license
agreements. Organizations with a reasonable volume of 1i-
censing appeared to have found it necessary to have standard
royalty distribution arrangements, particularly standard per—
centages to the inventor.

In some cases, no royalty distribution to an inven-
tor is guaranteed in advance, but there is a possibility of
receiving a financial "award" when an invention is successful,
with the amount and the timing of the award determined by
the organization's management. Such awards also could be
made to individuals who were not inventors pursuant to patent
law, but who had contributed to the innovation.

Distribution of royalties to individual inventors:
was considered by some universities to have potential for
diverting individuals from their scholarly pursuits. It
was also observed with respect to royalty payments to in-
ventors that there might arise dissension in an academic
laboratory when, after years of contribution by many
laboratory personnel to a particular line of research,
an individual who fortuitously happened on the key inven-
tion would be the only individual rewarded and contribution
of the others not recognized. It was further noted this
could lead to the lack of colleglallty and the maintaining
of research results secret so that a patent appllcatlon '
-could be filed before a colleague.

In general, however, most universities felt it
appropriate to reward inventors with a share of royalty
income. In some countries, for example Germany and Norway,
Federal law reguires the distribution to an inventor. In
Norway, however, the employee-inventor law does not apply
. to unlver81ty faculty.

In many universities, it was entirely up to the
individual inventor to see to filing and licensing of his
or her invention, w1thout a basis for sharlng with the unl—
'ver51ty. ' R

-f8-;.




In some situations, it was regquired that a portion
of any royalty income be paid to the government agency
which may have funded the invention at the university. For
example, the Norwegian government science agency must approve
a licensing agreement by the University of Trondheim's re-
search organization, SINTEF (Selskapet for Industriell og
Teknisk Forskning), with industry and can claim 50% of in-
come until the science agency's investment in the research
project is recovered, and then 25% of income thereafter.
This income, however, is the net after the distribution to
the employee-inventor and recovery of SINTEF's investment.
There have not been any cases at SINTEF where license in-
come has resulted in a distribution to the science agency -
at the 25% level. A "payback" policy such as this was con-

sidered in most countries as counter-productive to innovation

by its effect on imcentive.

At Stanford University, a private U.S. institution,
the individual scientist, the scientist's academic depart-
ment, and the University itself are recognized as eqgual
entrepreneurial participants in a research enterprise,
each with budget and resource raising responsibilities.
This has led to a distribution of net rovalties (net of
15% administrative charge and out-of-pocket expenses) in
equal thirds among the three entities.

Specific situations where royalty distribution to
university inventors may have caused problems in diversion
of research, reduced collegiality, etc., were not forthcoming
during this survey. In several actual situations, however,
individuals named on a patent application voluntarily agreed-
to share the "inventor royalty distribution" with co-workers
who contributed to the research, but who technically were
not inventors according to patent law. In other situations,
university inventors waived their share to their department,
or laboratory, or to the university.

It was generally acknowledged by those responsible
for a university technology licensing program that the
potential for receipt (or control) by a scientist of royal-
ties from licensing a university discovery was a significant

factor in encouraging invention disclosures and participation

in a licensing program. Many observed that the driving
forces for a faculty member's research clearly were the
search for new knowledge and peer recognition. These are
‘the prime motivators leading to discoveries of significance,
rather than the prospect of receiving and/or controlling
royalty income. It is after the scientist has come up with
the discovery that the prospect of royaltles as an 1ncent1ve
becomes a factor. -




VII. Economics of Licensing of University Inventions

Can a university expect that the revenues from 1li-
censing of inventions of its faculty, students and research
staff will be greater than the cost of patent filing, admin-
istration and overhead costs of a licensing office? The
answer. appears to be "maybe."

A number of universities in the U.S. have had ULO's
for many years. With few exceptions, a ULO is economically
viable only if one or more "big hit" inventions has come
along. Some universities began their ULO with the advent
of a "big hit," while many are not-so-patiently waiting.

The few exceptions have been economically viable through

a combination of: (1) a substantial base of research where
the university controls title to inventions, {(2) an entre-
preneurially-focused licensing program, and (3) appropriate
incentives for inventors and their laboratories.

An RDO will generally be better equipped to fully
exploit the "big hit" invention than a ULO. The "big hit"
invariably has a strong worldwide patent position and a
major market. A strong patent position with worldwide
coverage is not a natural result of an important discovery.
It requires an aggressive and intelligent patent management
effort, with adequate financial resources to sustain the
patenting program pending the receipt of royalty income,
Which income may not begin to flow--if at all--for five
Or more years.

The great majority of university inventions, how-
ever, have a more modest patent position and smaller market.
Successful licensing of this larger category of inventions
appears to more often result when there is an enthusiastic
inventor with transferable knowhow, the appropriate incen-
tives are in place, and the invention is brought to industry
promptly, with exclusive rights available. Licensing support
close to the inventor's laboratory is also a key factor.

Where (1) the prospective patent position is -
strong and (2) other technological alternatives are signi-
ficantly less attractive, an invention can be licensed at
relative leisure and non~exclusively. However, in most
cases, the licenseable value of an undeveloped unlver51ty
invention (other than the "big hit" category) appears to
be inversely proportlonal to the elapsed time from its
discovery. And when the prospect of exclusive rights (at
least for a limited term) are not offered to prospectlve
industrial licensees, the probability of licensing 1s 51gn1—
flcantly reduced. :

VIIZI. Representatlve Forms of Organization

Informatlon in summary form is glven here about
organizations which are directed to 1nnovatlon of unlvers;ty _

-10-




research. L'Institut Pasteur, not strictly speaking in

this category, is briefly mentioned because of its unique
production company. The Bibliography will reference sources
of further information for the interested reader.

Agency Nationale de Valorization de Recherche
(France) - The Agency Nationale de Valorization de Recherche.
(ANVAR), the national research development organization of
France, was established in 1968. ANVAR seeks to make
arrangements with industry for innovation of technology
developed under support of government funded research in
addition to inventions proferred to ANVAR to manage by
private inventors, companies, universities, and others.

ANVAR to date has not assumed directly the industrial
joint venture or new enterprise development financing func-
tions carried out by NRDC of the UK. However, ANVAR acts
as a catalyst in encouraging industrial research funding
by government research agencies and venture capital funding
by other funding sources, thus indirectly covering functions
similar to NRDC. ' '

ANVAR .leverages its staff (approx1mately 70} by
u51ng private patent attorneys which are selected on the
basis of technical background, -competence, and convenient
location to the inventors. .

- The French government research funding policy comes.
under the policy direction of the Delegation Generale Re-
cherche Scientifique Technical (DGRST). Funds are distri-
buted through the various ministries--for example, the
ministry of universities, ministry of agrlculture, ministry
of health and mlnlstry of industry.

The principal source of research grants to univer-
gities and the national scientific research organization
~ Centre National de Recherche Scientifique (CNRS) comes from
the Minister des Universities. Research policy and research
project funding decisions are left to research councils at
each university. In turn, licensing policy is left up to
the universities; one development option is ANVAR. ANVAR
estimates that perhaps one-~half of the commercially useful
technology from French universities are proffered to ANVAR
for licensing. However, ANVAR handles all inventions of
CNRS and other French government research laboratories.:

-11-




. ANVAR's royalty sharing policy for universities

does not provide for a distribution of royalty income to

the inventor's laboratory of the university, but solely

to the inventors and to ANVAR. University research councils
were beginning to question this distribution policy.

An interesting experiment of ANVAR is their re-
gional support program. This involves on the order of 15
separate ANVAR "provinces" which serve to bring ANVAR re-
presentatives closer to their inventing clients. A regional
office may involve representative(s) of the regional Chamber
of Commerce and academics as technical consultants.

It is ANVAR policy to award any exclusive license
rights to a French company, except in situations where
"reasonable” license arrangements are not possible.5

Centre for Industrial Consultancy and Liaison (United
Kingdom) - The Centre for Industrial Consultancy and Liaison
of the University of Edinburgh (CICL) was established in 1969
and has a current professional staff of three. As with other
industrial liaison offices, CICL makes consultancy arrange-
ments with industry for university faculty. CICL also makes
contractual arrangements with industry for university research
and contractual arrangements involving use of university
experimental eguipment. CICL, in addition, promotes and
administers conferences and courses at the university for
industry participants. Beginning in 1973, an aggressive
licensing program was initiated.

For consulting arrangements, it is optional for
university faculty to work with CICL. For consultancies
handled by CICL, CICL obtains a consulting fee which is
negotiated depending on the amount of the consultancy--
typically ranging between 10% and 20%.

For conferences promoted by CICL, CICL and the group
that would put on the conference negotiate in advance a '
division of surplus over cost. However, CICL takes all
financial risks for an unsuccessful conference.

5. This policy 0§ §inst preference to domestic indusiny 4is
generally followed by other RDO's and univernsities which
were asked about such a policy. None had a specific written
- policy to this effect. : S '

-12-



As NRDC handles inventions arising from the prin-
cipal research funding sources of the UK, the base of re-
search on which to draw for inventions by CICL is greatly
reduced. Nevertheless, CICL was able to financially break
even in 1978, with higher licensing revenues forecast for
future years. Such licensing by UK universities may be
increasing, as the UK government appears to be moving
toward a policy of allowing universities to license results
of governmént funded research.

CICL's patent licensing program has been voluntary,
but it is expected to become compulsory after a new law that
will make the university a legal owner of inventions made
by its employvees. WNet income is divided with the inventors
(50%), department or unit (20%), patent program 30%.

CICL is responsible to a board of management which
includes the Secretary to the University and the University
President as ex-officio members. Membership also includes
faculty and industry representatives. The CICL has the
unigque feature of being organized similar to an academic
institute, whereby its professional staff can obtain tenure,
as compared to other administrative staff within the uni-
versity which are not eligible for tenure.

Danish Invention Center {(Denmark) ~ The Danish
Invention Center (DIC), established in 1972, is a non-profit
governmment supported organization based in Copenhagen, with
six subsidiary offices in other locations in Denmark. DIC
nominally operates under the Technological Institute of
Copenhagen, which is a "technological service center inten-
ded to develop, adapt, and transfer new technology is support
of trade and industry in Denmark." Clients of the Techno-
logical Institute are Danish industry and the government, .
with about half of its budget from government grants and
half from income for its services to industry.

DIC is supported by the government under a basic
" subsidy, which subsidy was planned to reduce to zero by
1982/83. However, there is some emphasis: that government
support be provided for the production and innovation
activities of the DIC, with self-financing not to be a
primary goal. o E '

The DIC has a prototype workshop for manufacture
of prototypes or experimental work with financial support
of clients. The DIC also arranges exhibitions of Danish
technology for client industrial organizations. DIC acts
as licensing agent for Danish inventors, including inventors
of universities and companies., University licensing has.
not been a significant income producer. as yet. University

-13-



inventors are not obliged to proffer their discoveries to
the DIC. DIC makes arrangements directly with the univer-
sity inventor(s), incurs patent and licensing expenses at
DIC risk, and returns 70-100% of net royalty income to the
inventor(s), retaining 10-20%. :

Government Agency Licensing (U.S.) - In the
United States, some government agencies which sponsor
research at universities will take title to an invention
. developed at a university, rather than permit the uni-
versity or inventor to license the invention. If the
agency files for patent protection on the invention, it
licenses the invention directly or through the Natlonal
Technical Information Service (NTIS).

The inventory of patents held by the government
from all sources (including universities) now totals
"close to 30,000. Of these, a very small percentage has
been licensed (about 5%) compared to university licensing
experience (30%-50%). The practice of taking title by
governmment agencies has come under strong criticism. There
are over 20 differing patent policies of the various govern-
ment agencies which administer research contracts and grants.

Bills have been introduced in both the House and
Senate of the U.S. Congress to allow universities and small
business to retain rights in their inventions which may
have been derived under government support. These legis-
lative attempts to accomplish similar purposes have failed
in prior years. However, these bills are given a reasonable
chance of passage in the present Congress. (Senate bill
S414 (H2414), University and Small Business Patent Pro-
cedures Act)

Japan Engineering Development Company (Japan) -
The Japan Engineering Development Company (JED) was estab-
lished in 1967 for the purpose of promoting innovation of
" research of unlver51t1es, not only of Japanese universities
but universities 1n other countrles._

JED was establlshed by a group of Japanese professors,
and its staff is of emeriti professors. The shareholders of
JED are a large number of professors from universities through-
out Japan. The Board of Advisors to JED is composed of chlef
officers of several major Japanese companles.

"From its inception, it was the intent of JED to
introduce not only inventions of Japanese universities to
industry, both Japanese and foreign, but to introduce in-
ventions of foreign universities to Japanese industry.

-14-



The agreement that JED makes with foreign univer-
sities or other organizations is administered along the
following lines. The foreign organization submits an in-
vention for evaluation under the agreement. If JED accepts
the invention, it files and prosecutes patent applications
in Japan (and in other countries that may be agreed upon)
with JED's agreement to make its best efforts to license .
the technology to Japanese companies. If royalty income
is received, the foreign organization receives 70 percent,
and JED 30 percent, of the net income after deduction of
patenting and licensing expenses.

Leuven R&D (Belgium) - Leuven R&D (LRD) was estab-
lished by the University of Leuven in 1972 as a non-profit
organization to administer industrial contract research at
the university and act as agent for the university in admin-
istering agreements with industry for innovation of research
- of the university.

LRD is not intended to conduct research with its
own staff as SINTEF of Norway's University of Trondheim,
but LRD does provide limited research assistance in the
form of technical personnel to university laboratories when
technicians of particular qualifications are not on the
university staff but are needed for an industrial research
agreement.

‘Although a separate organization, ILRD is closely
interwoven with the university and, because of its establish-
ment concurrent with receiving its first industry develop-
ment contracts, it has not needed any capitalization. '

A fixed percent of LRD's "turnover"™ is allocated
to the university, but the larger distribution goes to the
laboratory responsible for the research under an industrial
development contract. These contracts provide for parti-
cipation of LRD in income which might be realized by the
industrial research sponsor as a result of a successful
innovation based on contract research findings. LRD, in
effect, buys and sells the 20% of university faculty time
which is permissible to use for consulting.

The current procedure for allocating expenses and
income of industrial research contracts is as follows.
From the annual contract income, overhead charges of 5%
and. 12% are allocated to the university and LRD, respectively.
After then deducting the direct contract expenses, the re-—
mainder is allocated to the university laboratory respon51b1e.
Of this amount, the laboratory may distribute 30% to indi-
viduals, which sum may be less or greater than the 20% of
their time allocated, depending on other expense/income
items for the account of the laboratory such as patent
filing expenses and royalty income. -
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LRD has also founded new companies. For example,
LISCO (Leuven Industrial Software Company) was established
by LRD with the aim of marketing computer-aided design
programs developed at the university to the electronics
industry. LISCO has recently been incorporated in the
U.S5.A. Complementary computer—-aided design technology
from other universities is being considered for marketing
by LISCO; thus, in this situation, enabling LRD to benefit
from technology from universities other than the University
of Leuven.

L'Institut Pasteur (France) - The Pasteur Institute
(PI) has a unigue and successful organization for innovation
of basic research, involving a "captive" production company.
.The Pasteur Institute, established in 1888, is composed of
two major components—-a non-profit research foundation, and
a production corporation, which corporation was established
in 1973. It has a staff of approximately 900.

The research foundation receives income from the
government (approximately 50%), research services (approxi-
mately 30%), and the production company (approximately 20%).
The research foundation receives an 8% royalty on all pro-
ducts manufactured and sold by the production company . PI
licenses its technology directly and uses the services of
ANVAR, : -

Massachusetts Institute of Technology (U.S.) - The
Massachusetts Institute of Technology (MIT), a prominent
U.S. research university, has operated a ULO from 1961.

It is currently staffed by five full time (and one half
time) profe551onals with ‘a support staff of three.

6. An Apndil 1979 study of U.S. university patent development
practices by Washington State Univensity repornted these res-
ponses to the question, "What types of technology Lfransfern
oh patent deueﬂopmeni organdzations doeé yaun un&ue&é&tg
ui&ﬁ&ze?"

33 -- Research Corporation

27 -- VYour univernsdity itrelf

16 =-- Local conrporation aatabﬁaéhad by youn
und{vens ity

10 -~ Battelfle Deueﬂopment Conponat&on'

6 =~-~ Undiversdty Patents, Tnc.

6. ~-- Othen separate outé&da 0&9an¢zai¢oné

Fifty-six universities keéponded; 31 used more than one
patent development mechanism, ' c
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Gross income from licensing in MIT's last fiscal
year (1977-78) was $1.1 million. The significant portion
of this total came from one invention. MIT has had several
inventions which could be classified as "big hits"; in
particular, the "computer memory core" and synthetic
penicillin, '

MIT ownership policy considers that MIT retains
title to inventions arising from research at MIT. The
inventor will retain title if university facilities are
not used and the invention does not fall under terms of a
research agreement by a sponsor with MIT.

MIT shares 35% of the first SS0,000 gross royalty
income with the inventor, 25% of the next $50,000, and 15%
thereafter. -

MIT, with its experience of "big hits," is -not a
typical ULO.7 Another major U.S. research university,
obviously without a "big hit," gross less ‘than $25,000 in
ltS 1ast flscal year,

7. MIT 48 a prdivate U.S. undversdity. Most pubﬂ&c (sfate}
univensities adminisfen nesearch through a separate non-
progit research foundation. A separate foundation 44
genenally fon administrative purposes |(and also for tax-
nelated and othen nreasons~-see BibLiography for funthen
ingormation) . They penform ULO functions but are rarely
ILO0's as defined Ain Lthis arnticle.

An example 48 Towa State Research Foundation, which
has had an active ULO function for many years. One pho-
fessional {with assistant) handles Licensing., Royalty in-
come at Towa State in 1978-79 was $366,000, of which about
75% was attributable to one invention. ITowa Sitate has a
similarn ownenshdip policy to MIT. Towa State inventors re-
ceive 15% of net noyalty income,
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National Research Development Corporation (Great
Britain) ~ NRDC appears to have been the first national
RDO. It was established in 1949 for the purpose of "en-
couraging the development of technical innovation within
the United Kingdom within the public interest.” In addi-
tion to licensing inventions of UK government laboratories,
universities, and others, NRDC finances industrial joint
venture innovation prOjeCtS and founds/finances new com-
panies.

NRDC, with a staff of about 200, has achieved a
net surplus over the past 10 years., For the fiscal year
ending 31 March 1978, the net surplus before tax was in
excess of 9 million pounds.

The major revenue producer for NRDC has been the’
cephalosporin antibiotics. NRDC is also recognized for
its role in establishing the UK's hovercraft industry. .

By financing in the UK computer industry during that
industry's critical period in the mid-sixties, NRDC played
a major role in the success of what is now ICL, the UK's
principal computer manufacturer. '

NRDC has first refusal to proprietary rights of
results of research which is government funded. In addi-
tion, NRDC receives a very large number of voluntary pro-
posals from private individuals, of which less than 1%
are eventually accepted by NRDC for explcoitation.

Because NRDC automatically has first refusal to
research results of government-funded research, UK uni-
versities have a very limited base of research from which
to establish a campus licensing program., This policy has
caused dissatisfaction in some UK universities which con-
sider NRDC is overconservative in which inventions 1t
will take on for licensing. : ,

Judging from a 1978 Licensing Executives Society
conference at Cambridge University, some companies also
consider that NRDC is overly conservative in the develop-
ment projects that it chooses to fund. This is a diffi-
cult situation for NRDC because NRDC's stewardship respoen- - -
sibilities require them to tread the fine line of judgment
in which new discovery has reasonable potential of a com-
mercial new product or process opportunity to be taken on.

NRDC reports it has been difficult in recent years -
to identify enough gquality opportunities in which to in-
vest, as NRDC clearly has adequate capital available to
invest. NRDC also finds that the present economic condi-
tions have resulted in a climate of conservatism by com-
panles to invest their resources in speCulatlve develop~
ment of embryonic new opportunities from universities and
public sector laboratories offered for license by NRDC.
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For cases handled by NRDC that derive from university

research, NRDC distributes 50% of the net income (net of
out-of- pocket costs) to the university. NRDC on occasion
funds a related university project and, if royalty income
is substantial, will also deduct that expendlture.

It is at the discretion of each unlver51ty as to
how to distribute the 50% of net license income received
from NRDC. At some universities, including Oxford and
Cambridge, the inventors, rather than the university, make
arrangements directly with NRDC.

For inventions of government laboratories, NRDC
makes no royalty distribution although a tax-free award

can be made to laboratory employee-inventors with NRDC
funds. :

In addition to joint ventures w1th industry, NRDC
has established new ventures such as Compeda Ltd. (computer
aided design) and Gensys Ltd (construction 1ndustry
computer software) : :

As w1th other RDO s, NRDC brlngs technologysflrst
to UK industry. If a UK company does not manufacture over-—
seas, NRDC will license, for example, a U.S. company for the
U.S5., but reserves, when appropriate, selling rights for a-
UK company.

'NRDC can deny without reason a nonexclusive license
request. In the U.5., nonexclusive licensing for inventions
from certain government agencies is required unless develop-
ment is not obtainable without exclusive rights. NRDC recog-
nizes that required nonexclusive licensing policies for new
technology can act to freeze out smaller companies from
participation. It is also difficult to have meaningful
diligence provisions in nonexclusive licenses for technology

which: requires considerable investment to bring to the market.

NRDC thus has freedom to take the best licensing course in
the UK public interest to assure both timely innovation of
new technology and participation by smaller companies.

Research Corporatlon (U. S ) - Research Corporation
(RC) was established in 1912 as a non-profit foundation for

the advancement of science and technology. Its founder, F.G.

Cottrell, along with his assocliates, endowed RC with patent
rights on his electrostatic precipitator for industrial gas
¢leaning., RC objectives are to make inventions "...more

available and effective in- the useful arts and manufactures...

and "to provide means for...SClentlflc 1nvest1gatlon, re-
search and experlmentatlon... : . '
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RC, based in New York City, has invention agree-
ments with well over two hundred institutions. However,
as utilization of RC services is optional, and a number of
universities have initiated in recent years ULO's or IILO's,
many of the 1nvent10n agreements are 1nact1ve.

RC has been an important source of research funding
support to scientists, making a large number of small grants,
typlcally in the $5,000-5$10,000 range. A particular focus
is upon "seed money" support to young faculty members, not
yet in position to compete effectively with established
scientists for major research grants. Reduced revenues in
recent years have caused a cutback in grant funding from
$4.2 million in 1972 to $2.5 million in 1978,

The Invention Administration program, with a pro-
fessional staff of about 15, evaluates, secures proprietary
protection, and licenses inventions submitted. (368 inven-
tion disclosures were offered to RC in 1978.) All expenses
are incurred by RC at its risk with royalties allocated
.among the inventor, the institution and RC, the inventor's
share depending on the patent policy of the institution.

In 1978, of $1,279,624 gross royalties, $569,326 was distri~
buted to institutions and $191,367 to inventors. .

SINTEF (Norway)} - The Selskapet for Industriell
og Teknisk Forskning (SINTEF) of Norway's technical univer-
sity was established in 1951 as an industrial liaison office
for the university. It has evolved into a substantial
(around 850 full-time workers) contract research organiza-
tion, which draws upon both the university s and SINTEF's
competence and resources in carrying out its program of
research.

Cooperatlon by unlver51ty faculty w1th SINTEF is
voluntary. SINTEF is generally allowed to use university
facilities (laboratories, instruments, libraries, etc.}.
without charge. The university utilizes many SINTEF scien-
tists as part-time teachers and thesis advisors. The uni-
versity's computlng center is run by SINTEF on behalf of
the university. - -

Involvement of students in SINTEF projects'ie not
usual, but "spin. off" or exploratory research related to
SINTEF projects is common.

The university's professors constitute the "general
assembly"”" of SINTEF, and appoint its board of directors.

. Despite the potential for either the university or
SINTEF adversely affecting the other's functioning--such as
diverting the university from its primary role of education--.
the relationship. apparently has been synerglstlc and of =

"-mutual beneflt
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Licensing has not been a major activity as intellectual
property rights haveée generally been left with research spon-
sors. In 1970, Norway adopted an employee-inventors rights
bill, similar to Germany's, which poses unigue administrative
problems. For example, SINTEF clients in many instances must
deal directly with SINTEF employees to obtaln rights to in~
ventions.

University faculty may offer inventions to SINTEF
for licensing. If SINTEF obtains income for the inventors,
expenses are recovered and net shared with the inventors.
Licensing activity for the university has been, to a large
degree, considered a service.

Toronto Innovations Foundation (Canada) - The Uni-
versity of Toronto Innovations Foundation (TIF) is one of
the newest organizations directed toward innovation of uni-
‘versity research, having been established in 1979. TIF's
form of organization and licensing procedures resulted from
a comprehensive study of features of other university licen-:
sing programs. The focus of TIF is as a business-oriented
organization, directed to bridging the innovation gap from
the unlver51ty laboratory to the marketplace.

The Board of Directors (12) are to 1nclude at

least three from the university and at least five from
industry, commerce and government. TIF intends to both
license- Unlver51ty of Toronto technology and to "start up"
new companies and take equity positions in such new ventures
~in exchange for technology and financial support, when
appropriate. In its start-up function, TIF anticipates
providing initial financing and technical and business
expertise until the venture is at a stage where other-
financing can be obtained. :

TIF is being funded by a private foundation con-
tribution, in addition to "membership contributions™ from
Canadian financial institutions. "Members" will have the
right of first refusal, on a rotational basis, for investment
in new venture companies, or in existing companies, if in-

vestment 1s requ1red to commerc1allze a technologlcal oppor—
tunlty. : : . :

Unikontakt (West Germany) - Unikontakt is at pre-
sent the only German ILC, founded at Ruhr-University Bochum
and also affiliated with Dortmund University. Unikontakt .-
also can act as an ILO for other universities. S
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Consulting for industry has been a private matter
for German university scientists. However, without a con-
tact point at a university, it was observed to be difficult
for industry to reach appropriate consultants or to make
arrangements for research or other services of the univer-
sity which could be applied to benefit of industry. Uni-
kontakt was thus formed with the following main functions:

- preparing, presettling, and, if necessary,
supervising projects between university and
extra~university partners, including the
search for publlc sponsorship for the pro-.
ject; :

- procuring advisory services and usage of
university equipment for practical problems;

-~ conferences, seminars, and congresses that
enforce the flow of information between re-
search and application and stimulate joint
‘research projects;

-- assistance to project partners and especially-
to university members in securing and reali-
zing patent rights.

In Unikontakt experience, licensing of already-
developed inventions are of significantly less benefit
to industry in comparison to the collaboratlve unlver51ty—
*1ndustry research interaction.:

University Patents, Inc. (U.S.) - University
Patents Inc. (UPI) was established by the University of
Il1linois Foundation in 1964 to administer and market pro-
ducts developed in university laboratories. Through con-
tractual agreements, it acts as the exclusive licensor for
a number of U.S. universities and, in addition, receives
technology for licensing from other entities. The uni-
versity agreements provide for distribution of 60% of
gross royalty income from an inventionfto the university.

In 1968, UPI acqulred Regal Rugs, Inc. 'In years
whlch the patent and llcen51ng furiction of UPI . has operated
at a deficit, the steady earnings made by Regal Rugs have
been of great significance to UPI's cash flow. UPI now
manages inventions for 11 universities and, after distri-
bution of income to its client unlver51t1es, is now operating’
close to break-even. ' o .
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The University of Iillinois Foundation is now only
a minor shareholder in UPI, a publicly-held company. UPI,
now located in Norwalk, Connecticut, has a full-time staff
of seven in Norwalk., It utilizes consultants (approximately
seven at present) located at campuses of their various uni-
versity cllents.- :

Wisconsin Alumni Research Foundation (U.S.) - The
Wisconsin Alumni Research Foundation (WARF) was established
in 1925 by alumni of the University of Wisconsin following
a controversial resolution by the regents of the university.
This resoclution, in effect, considered external gifts, dona-
tions, subsidies, etc., for research as "tainted money" which
could not be accepted. The result was to limit researchers
at the unlver51ty prlmarlly to state support, which was rarely
sufficient.

'WARF was then established to manage the unlverSLty 5
patents and to use any funds derived therefrom to stimulate,
promote and pr0v1de funds for scientific investigation and
research at the University of Wisconsin. WARF is governed
by a board of trustees chosen from alumni of the University
of Wisconsin whose members contribute their time. Members
are typically-executives of major companies. :

A Wisconsin inventor receives 15 percent of the net
income that might be received for his or her invention.
Other net income is granted to the university in accordance
with WARF's charter. Approximately $100 million has been
so granted from 1925 to the present with the current annual
level approximately $4.5 million.

In addition to patent royalties, income has been
obtained from investments (largely in common stocks of
young, growing companies). These investments now provide
the: major portion of WARF. income. - Other sources of WARF .
revenue are gifts, including real property, which WARF
manages. The 1978~79 total annual gross royalty income
approx1mated $1.1 million, of which 60% was attrlbutable
to a 51ngle invention (an anti- coagulant) R

: - WARF is - staffed by - 7 profe551onals, of whlch 3 are-
1nvolved full time in patenting and licensing functions.

By intent, there are no staff members (or trustees) who are
alsoc on the university faculty or staff. Both WARF and uni-
versity spokesmen have indicated there has been a close

cooperation between WARF and the university.




IX. Summary

-- Increased emphasis on innovation of university
research was observed in all countries surveyed, with most
ULO's, ILO's and RDO's or other forms of organlzatlon having
been establlshed in the last 10 years.

—- Three forms of organization directed to inno-
vation of university research results were cobserved to be
most common: the national research development organization -
{(RDO) , the university licensing office (ULO), and the indus-
trial liaison office (ILO). Several other unigque organi-

" zations were also observed. Fifteen organizations were
described in summary detail. It was also noted many uni-
versities have no organization and/or were relativély passive
with respect to directed efforts to innovation of university.
research..

~— University policies with respect to ownership of
inventions wvaried although public universities generally re-—
tained ownershlp of inventions.

—-— Royalty dlstrlbutlon arrangements varied widely,
although rarely was there not a policy which included sharing
of royalty with the inventor. Sharing of royalty with the
inventor's laboratory or department was common.

-- Generally, ILO's did not emphasize intellectual
property licensing, due often to a national RDO which covered
this function and also not to retaining provisions for royal-
ties in industrial research agreements. Leuven Research and
Development (LRD) is an interesting exception, emphasizing
in its collaborative arrangements with industry the sharing
by royalty or equity of successful results of unlver51ty-
1ndustry collaboratlon.g- :

§. As an editorial observaition, an optfimal organizaiion fohr
innovation of undvensity research would appear to be of the
1L0 fonm, with a policy of negotiating a shaning with a com-
rany o4 results of a successful collaboration, similanly Lo
LRD. An advisony board of prominent individuals {from indus--
try would be helpful. A "venture capital" function as pro- .
posed by TIF would be quite complementary. An organdizaiion
Legally separate grom the university will be required in many
countries for administrative and tax-related reasons, Appro-
S priate incentdives and nights to ownership of Linventions con-
- cedved at the univensity would be of critical significance.
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—~- Government research agency involvement in the
.innovation process through either retention of ownership
in inventions, or required payback of royalty income, or
required non-exclusive licensing appeared to act as dis-
incentives or absolute bars to innovation.

-— Economics of a ULO were generally not favorable
tc a university in the absence of one or more fortuitous
major income producing inventions. This principle also
applied to the university licensing element of RDO's.
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KEY TO ABBREVIATIONS

ANVAR Agency Nationale de Valorization
' - de Recherche  (France)

CICL Centre for Industrial Consultancy
and Liaison (UK}

CNRS | Centre National de Recherche Scien-
tifigue (France)

DGRST Delegation Generale Recherche Scien-
tifique Technical (France)

DIC  '-__e Danish Invention Center (Denmark)
ILO - Industrial liaiscn office |
JED. | _ Japan Engineering Development Co. (Jaéan)
LISCO - Leuven Industrial Software Company

(Belgium)
LRD ' Leuven Research & Development (Belgium)'_ : f
NRDC National Research Development Corp;_(UKlv |
NTIS ' - National Technical Information Service (U%ﬁ‘
PI o Pasteur Instltute (France) | ff
RC . | Research Corporatlon (US) | ;f
RDO | : . | Research deVelopment'orgaﬁization ﬁi 
ROT R _ ﬁeturn on.inﬁeetment‘ o
SINTEF . | _ } Selskapet for Industrlell og Teknlsk

Forskning. (Norway)

IR ' _Toronto Innovation Foundation. (Cam

ULO" _ University licensing office
UPI ‘ University Patents, Inc. (US)

WARF .. ... = .~ Wisconsin Alumni Research Foung
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-.c

'f;/éfﬁﬁgic;assumptlons

- Inventiong can arise from university research

- These inventions can be put to practical use

‘Technigues to be tested:

- Assist faculty to reccgnize and disclose inventions _
- Acquaint university ﬂommup1+y with role of patents in
1nnovatlon :

e,

(Siide 1)

federal granting agencies to max1m;ze_

<

2.

"

/

/ﬁ

PATENT AWARENESS PROGRAM:

:ﬁﬁ 'FOUR PHASES

Review of ongoing research
Seminars ' e
Continuing support (monthly vigits)
Report of results - '

An Overview

Roles of faculty researcher: teach, acguire and disseminate

- knowledge

innovation

e

tiad

Connections between these roles and 1nven*1or, patentg and

atent awareness will lead to an earlier
ﬁ‘ntification of inventive concepts




Recognizing An Invention

Recognition is & critical step in innovation process -
Characteristics of inventions- NEewnass, usefulness

= Either newneas or usefulnoss should alert the researcher
- Not ﬁeuessary that these characteristics coex1st initially

AN INVENTION Iq

Somethlnﬂ new and uceful which may be...
s 1. . @ A solution to a problem
Silide 4) e Something that satisfies a need
IS @ A better way of doing something
¢ An improvement to an existing development .

-

THE PROCESS OF INVENTION INCLUDES

@ Mental act: the'"conéepﬁion“ (an end
5 T . result and the means to
{slide 5) |- D . obtain 11)

#Physical act: the "reduc tloﬁ to practlce“
(proving by demonstration
“that result is obtained) -

Good recordsfare-vital

" As an aid to 1ecogn121ng 1nveﬁt10ns
. .= Ag the only acceptable meang to establlsh conceptlon and
-reductlon to practlce

Dis iﬁsing the’IhvéntiQn

A dlsclosurp lu a written de,crlpilon of;an inventiOn

e-Twoﬁﬁunctlons:' eyplain 1nventlon,_state 1ts use




(Slide 8)

Applylng for patent, hen publishing,“means that:

~ An incentive to develop, usually. reqnlred by academic
inventions, can be provided to industrial firms

- The incentive to.develop is a .preferred marketing position
assured through.a time-limited exclusive license

'BENEFITS OF PATENTING .
e Provides 1ncent1ves to 1ndustry to
develop
o Gives publlc new products, processes
rwise available
de financial return
| .@ Retention of control by patentee can
~ prevent abuses :
o Disseminates knowiedge
e Stimulates further research by others

. _Misconception:. "If you. publlsh you can't patent if you want to

patent.
- tlme‘

vou can't publish™ - not true if propexr.
uence is followed

;Publlcatlon before fiiing a patent appllcatlon causes. 1mmed1ate
fror{elture of fo;elgn rlghts

ef 8ix months after publ:cat'on.you lese the right to patent
~in West Germany and Japan

- One yeax aftehznubllcatlon you lose the rlght to a patent
“in the Unlted gtaeea L : L

If you flle first in the: Unlted States, yen?preServe the foreign

. patent reght for one year regardless of a. ldter publlcatlon

TO summarlze, ve have c0n51dered the recognltlon and disclosure

of inventions, patentlng and publlshlng, ana the optlons open to

the academlc 1nventor -

T
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" By JACK ANDERSON

. WASHINGTON -~ Two in-
. _ﬂuential Texas Democrats, -
" gilver-haired Sen.
- Bentson and silver-tongued

trade troubleshooter Bob
Birauss,

Lioyd

were arguing
recently about the

* multibillion-dollar licking

American businessmen are

. taking from their Japanese
- eounterparts.

The senator, concerned for

- his cattle-raising con-
© stituents,.
-Strauss that the Carter ad-.

complained fo

ministration was. letting the
Japanese get - away with

- .murderous tariffs on

American beef. This -has

" pushed the price of sirlein

steak as high as $4% a pound

i Japan. The current frade
. .negotiations, said Strauss a. -
- bit defensively, “‘are a step

inthe right direction and I'm

oot going. to say any more’
-thanthat.”
"' 'The normally m1ld-
mannered Bentsen was mov--
ed to sarcasm by Strauss' -
- “claim. The slight increase in
« the shipments of American-
- beef to Japan Benston sa;d .

W /Jﬂ/ o

merely means  that the. '

Japanese. have increased
their per-capita beef con-

sumption from “‘a thin patly

toa quarter-pounder.”

" The Texas senator' s.
" disgust reflects a growing

concern in Congress that the

- Japanese are winning their
" biggest victory over -the

United States' since Pearl
. Harhor.

While the Japanese

. government’s protectionist
palicies put the cost of im-
“perted oranges at a dollar-

each -and push American

_beef toward the price range .

of caviar, Japanese
manufacturers have no {rou-

ble undercutting American -
automobile: and television
- makersinthiscountry. - -
We now .import $11.6 -
“billion more in goods from

Japan than we export in a
year, a situation-that costs

‘thousands of American jobs;
- adds fuel ‘to inflation and
“drives . the dollar’s value

down. A corfidentidl memso

“prepared by the staff of the

‘congrecdional Joint
- Economic Committee  pin-

‘

- il W i

i Wage and
. suund hold price in-

-~ . ANDERSON

" points the cause as far as
trade with Japan is concern-

“Japanese barrierstoU.S. -~

" exports is one case where
there is -more fire than.
--smoke,” - the memo states,
The committee staff sug- -
gests that an upcoming con- -
-gresgional investigation may ;.
prove to he so “inflam- .-
matory” that it may “fuel
the growing mood of protec-' .
. fionism in the country and
: the Cﬁngress n

_;,;—lJapanese government’
‘grain- buying agency
charves buyers of unported_
grair: 'twice the actual im-

port price, while American .

'-cigarettes receive a 500 per-

cent markup. - :
“And - while Datsun and

" ‘Toyota are treated just like
- any other auto makers in the
. United -Sfates, American
_ manufacturers run ‘into all. "
.. sorts of difficulties trying to .
"~ gell their cars in Japan,

Two years ago, the secret

- -report’ notes, American
-~ firms scored- a miajor pro-
- +.duction breakthrough. of
' phosphate fertilizers, widely”
:-used - in  Japan, But the -

Japanese Ministry ‘of Inter-

“mformaﬂy

f with Japan

- Already worried aboiit bad
- publicity in this country, the -

*.Japanese have hired dozens

- pational Trade and. Invest-
“ment began,
" asking major Japanese

customers to buy-
Japanese,”’ -thei report

_states. The U.S. ﬁrms subse-

quently lost about 30 percent'-‘

. of their businessin'Japan,

. The Japanese set tariffs ori'

‘high-technology priducts at
7" triple the rates eharged by
. -~ ‘other -free-trading . nations,
" while encouraging:their own
‘;manufacturers to -organize -
monopolistic ~cariels for-

research and production of .
this badly needet‘ eqmp—
,ment. Sl e

- reporters;

“of high-powered ‘agents, in-
" cluding former CIA Director |

William Colby, to help in-

fluence public .opinion in
hopes that nothing will be
done to bring the one-sided -
- profitecringfoanend. . -
. The Japanese aren’t
overlooking the American:
- media, either. Costly junkets -

and oiher freebies: are ar-

ranged -for American
.newsmen : who -

might he expecled to write

“favorable stories are given -
~'red-carpet treatment, while -
- 'those who might be crltical N
find it hard to'get mter\news :
.with top officials, :
" One - veteran correspon- .
dent told our associates Jack -
. Mitehell and Les Whitten"

that some American

~reporters in Japan are ac-
tually getting: ‘payoffs from
 the Japanese:government in-
return for - sympathetxc

. stories, * wheg pr

_ them fromt;:
“Furtherm
tifid advise

ph‘c_atﬁ cHE
restdur in
(ppm
. moniter av
'lmlk of cat

followed, the hum....
" miniseule. This would

of the herbicide, EPA

" with the chemical’s ¢

‘propefties, withoat w

" growgrs would suffer.

losstqbepassedon’ "
Ma yenvn'onmr

by EPA's defens -,

‘Theyjnote that 2. -

- carcfnogenic- (-

hasyettohee
against such "

“comjprise on, -

chémicals tl‘

for & Be!
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The Carter Admmmtret]on may maintain a brave face

_in public, but in its strategy sessions it should recognize

the fact that its wage-price guidelines program is

coming to pieces. It would be better for the Administra-

tion to write off the whole unfortunate experiment as a

. failure than to try to keep up the pretense of eﬁ'ectlve—
- ness,

The guidelines, of course, have never been more than
window dressing. The real hope of stepping irnfiation
lies in fiscal and monetary discipline—in a shrinking
federal deficit and strict limits on the growth of money
supply. But. even as window dressing, the wage-price

. control program has lost conviction. The breathtaking
_rizse of 1.8% in wholesale prices in January inevitably
- will work through the chain and emerge ag double-digit
inflation at the consumer level. The big unijons that will

negotiate major agreements this year—the Rubber|.

Workers and the Teamsters, for instance— will want to
make up for what inflation has cest them before they
begin talking about the 7% Taises the guldehnes
prescribe {page 22}, :

‘At -this point, the Admlmstratlon will be under

mounting pressure to do one of two things: Either make
~ the controls compulsory or relax the wage guideline to .
permit increases that match the rate of inflation. The‘_ :

President should firmly reject both choices.

Mandatory controls do not work for more than a
short time. They can check the wage-price spiral brief-
ly, but in doing so they create distortions in the market
and continuing misalloeations of resources: The result is

shortages, black markets, and eventually, an mﬂa’uon— '

“ary explosion;

. Bending the guidelines to accommodate higher wage
1ncreases would make the control apparatus part of the
inflation process. 1t would give the Administration’s

blessing to wage increases that are bound to keep the

wage-price gpiral gpinning.-

" Before taking either step, the Admlmstratmn should

acknowledge that the control program.is one more

failure 1n t‘ne long history of attémpts to stop inflation
. by deali 1ng w1th eymptoms rather than causes.

Jeees‘a s money meohme

Japan has been an eager partlclpant in the ﬁve years of
negotiations among the world’s major trading nations

. agreements. But now that the negotiators are nearly

Japanese are still trying to exclude key government
agencies from the new rules. .

Perhaps the most erucial test.of Japan’s good faith in
these negotiations will be whether or not it agrees to
allow fres international bidding. on purchases by

rotighly 140 other Japanese government-centrolled

o comies 1o about helf the sme of the Japanese govern-
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‘that finally have produced a package of liberalizing -

ready to bring their codes home for ratification, the .

Nippon Teiegraph & Telephone Public Corp. and by,

corporations, The combined budget of these operations_.

. ment 8 total natlonal budget of $170 bllhon NTT alone"l v

controls directly and indirectly about $2 billion Worth of -
procurement. .

The agreement ealls for open mternational bldding_
procedures in. government procurement. But, says
Japan it has not yet been determmed that NTT 5 buying
falls in that category.

This is just one more example of the way Japan has |

used interrelated companies and nontariff barriers to

shut its markets to imports. U. 8, producers whe have. - -
tried to sell in Japan have encountered taxes, testing °

requirements, licensing, and a wide variety of other

regulations that shut the door to U.S. goods. Mean- |

while, Japan runs enormous trade surpluses that have .
been ore of the reasons for the decline of the dollar.

" NTT has always followed a rigid. “buy Japanese”
policy. Recently, a subecommittee of the House Ways &

Means Committee singled out the company as a fla-:

grant example. NTT, the subcommittee remarked, “does

not "appear to. have any awareness of the mcredibly{ '

serious trade problems between our two nations or that

NTT procurement policies are one of the sorest points in. .
“our bilateral trade. . .-.” This is an 1ssue on thch the '

U.s. should make no’ concessmns

Chgeeen Lﬁttﬂe eeye

The Energy Dept. that Secretary James. Schlesmger'
has built seems to believe that the way to solve a.

probiem is to dramatize it. Predictably, its reaction to . .
-the relatively smal] shortfall in oil- suppiies c'aused by

the Iranian revolution, was to talk of an 011 crlsm and 3

forecast gasiess Sundays : S
- Doomsday forecasting is a good way to get: attentlcn e
as Chicken Little demonstrated when he declared that =~ °
the sky was falling. But a Cabinet officer who demands - -

attention should be prepared to make constructive use

of it, and Schlesinger’s thlnkmg apparently dld not Co

extend that far,

And so the net effect of the dramatlcs was to start a

modest wave of hoarding. So far, it has not had serious

effects on supplies because not many eénsuiners seeiti to ©

take Schlesinger seriously. But with enough encourage- .. &

ment from the Energy Dept., it could become a panic... =+ -
Actually, the loss of Iran’s production is not compa- | -

rable to the 1973 embargo, although Schlesinger does .

‘not seem 1o see a difference: The 1978 catoff was abrupt :

and deep. It was accompanied by a quadluphng in-
prices, 4 v1olenmv disruptive move, ‘
The Iranian shortage is troublesome mainly becatise

: the- U. S. did not let domestic prices adjust to the new

world price. The easiest response to Iran’s shutdown
would be 1o let the open market determine the price, but
the U. 8. cannot do this now, because the switch froma =~ -
controlled price to a free price would be too mﬂatlonary S
for the economy to take at this time. R

There are things the Energy Dept. coﬁld be’ domg—-— ' =

such as shlftmg consumers from oil to natural gas and
encouraging the development of small increments of -

. naw supply. It should be domg them mstead of crymg L
. havoc S -






