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1981);7 or is no more than 11% of university research effort® (up from the .

- 3.8% ustimated in 1941).°
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be addressed. Finally, we will exclude from this discussion the many in-
dustrial associate arrangements entered inio over the years where, in ex-

“Bulwhile indusirial-funding doe nq[ have the potenual to

~-change - for""”an“"annuar'“nmnc.lai TgeniTbution, =il tiple

Tederal funding as the major source of financing university research, it

does have the potential to replace much of what universities have lost .
(and stand 1o lose) because of decreases in the fevel ol federal funding.

From the university perspective, it is this polential that provides the in-
centive for enhapced winversity-industry research cooperation. F'rom the
Cindustéy pérspective, there is an increased realization that reversing
America’s continuing loss ol the productivity battle with foreign com-

petitors depends o greater recognition and use of the demonstrated

tdusal connection between advances in tlechnology and greater produe-
ivity, Thus it is imperative 1o baild better linkages between the acquisi-
it ol new technical knowledge in unwmsl(leh and the application of
new knowledge in indusiry. |

This rapprochement is not a completely new phenomenon to a few
universities, but even in those” institutions the pace has distinctly
guickened. To most universities the vpportunity for new university-
indusiry refationships brings with it an dlmusl completely new set of
prohlvmb with which to cope. ‘

1. SCOPE AND APPROACH

_ This arlicle concentrates on those occasions when an industrial firm
wnd o college o university desire to enler into a cooperative or sponsored
research agreement. ‘These -ugreements - usually fit into one of fwo

categories, Fivst, the industrial sponsor may desire to enler'into a pariner- -

ship relationship with the universily to carry out a truly collaborative
research efforl. Second, the lirm may contract with the college or uni-

versity to perform research aimud at a specific goal or end product, Often, ), |

of course, the acinal arrangements are a mixture (somelimes a curious
mixture) of these two fypes of research arrangements: for example,
-somelimes there may be some “unrestricted™ basic research funding

mixed in with the other types of funding. In each case, the specifics or

details of the ugreement become very important. This article will address
the document actuatly spetling out the terms of the research arrange-
- ment, or the “'research agreement’ as it will be referred to heréin.

It is alsu useful to note suine issues we: will not discuss under the
rubric of “research agreements.” We will exclude consulting for industry
by individual faculty and other university researchers, not a new
phenomenon at atl - Basic research funding from industry on a gift or *‘no
strings’” grant basis also is common in universities and this, too, will not

Y Ser NABoma SCEn e Funna s, NSF81-311, supro note 1, at 21,

» Mebonakd, The Chronicde of Theher Education, June 30, 1982, al 6, guoting Ken-

neth A Siwth of the Massa usétts Tastitute of Technology.

“associates have such priviléges as receiving “pliblicatio

sidustrigl s ———

Sratteriddig
seminars, and having industrial problem areas diagnosed by
knowledgeable faculty, Such industrial associate arrangements have
served as *half-way houses’” between outright gifts and grants on the one
hand and sponsared research agreements on the other.

That these research ugrecments vary so much and often involve
curious mixtures of collaliorative efforts and contracted research, present
a cerlain challenge in meuninglully discussing their characteristics.
Should we attempt to develop a more or less standard industrial research
agreement, a nationg) 'basic agreement’” if you prefer, in the inanner of
standurd federal grants or research? Or is there no one “besl way'' to

structure these : agreements; is each situation essentially so ditferentas o

require customized handling tu attain lhe desired results?

This wriler, based on his own experience, leans toward the lalter
view: each agreement must be written to {it the situation. Although there
do inevitably develop, over tinme, identitiable areas to which one needs Lo
attend in almost every case, every provision must be examined on cach

"occasion, if not actually castomized, 1o assure the proper resull. At the
same time, cerlain baseline approaches need to be developed for various -
~_provisions, $o as not o “re-invent the wheel”” for esch arrangement. It is

these identifiable areas and haseline approaches upon which we will
concentrate in this article. Because it is so very important to customize

‘each agreement to fit the situation, we have stifled the temptation to in-

chude a collection of swmple clauses, lest they be regarded as model
clauses. Nevertheless, we will (itlvmpl 10 discuss the essence of eac h pro-
vision.

1. SOME PROBLEN AREAS ANL BASIC APPROACHES

This section idenlifies filleen issues which recur generally in draft-
ing research agreements and discusses some of the basic approiaches
which have been followed in addressing them., :

A, THESCOPE OF THE RESEARCH PROJECT,

It is not al all unconmmon to find an industrial sponsor and a uni-
versily researcher who are uncertain about the desired specific: outcome
of their research arrangement or even about the bounds of the research
area. This is often a valural aud inevitable result of the definitionally
speculative nature of much scientific research and of some engineering

sndeavors. Bul just for that feason, itis paramount that the boundaries of

the research undertaken be described with as much specificity and preci-
s:()n as thb 51|le|l(l!1 per iits. me aspects of the drmngmnent ()thm than

. » YT 4 a1 . 1
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ample, control over the rescarch project, any right of the industry spon-
sor to exclusive funding. of the specified area of research, and patent or
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aversive institutions which have no legal right to place institutional
funds at financial risk wilh speculalive research commitments. The con-

- ey

publicatiorrrightsotier-tunromthiedelmed-scope of s TesaTe N Projear.

ing aud cpstly disputes over who owns the patent rights to inventions
made by the cesearcher {or the rescarcher’s urganization) during tlie term
of 1he resvarcl agreement, bul not necessarily as part of it. '

B NAGKE AND EXTENT OF TiE SPUNSOR S COMMITMENT 1O TTHE PROJECT.

IFreguently, s industrial sponsor would like to fund a research pro-
ject tor as lony as the research seems ta progm':fs inan acceptable manner
oras long as it fits into the firm’s overall research aud marketing plans;
when the rusearch no longer weets the firm’s needs, it would like the
right to cease funding the project. If year-to-year funding is culnpatible:
with the university’s needs, it may be willing to agree that the firm has
the right 16 cease sponsorship at the end of each year. Afier all, univers-
ities have: had to live with this mode of operation with most funds receiv-
ed fn‘un the tederal government for many years. '

- Often, howeter, the university’s needs will require greater stability
inn the fundiig arvangenient. Because of the need for new'staff or fucilities
which Wu)ull_i!uul otherwise be required, the university will wagl an

assurance that industry will not “*bail out” from a sueccessful on ning

research project and continue the work on its own. Thus, it may be
AMecessary W pegotiale o provision by which the industrial sponsor sgrees
to fund the project, wilhin cerlain overall limitations, for so long as th
Sresearch project meets certain clearty defined milestones. Of course, tha'
ability to éstablish and agree upon such intermediate puals ur gates”
“depends on the degree of specificity to which the research project, and its.
intermediste anit ullimate goals, lend themselves. Although often dif-:
“ficult 1o set Torth, intermediate “gates” should be identified in the agree-
ment with a provision whereby the spunsor agrees to coniinue funding
the project, at agrecd upon levels, as long as the research continues to
- meet those targels. until either the timme or funding negotiated for the total
‘project have expired. :

CoONATHRE AND BENTENT OF THE UNIVERSITY'S UNDERTAKING
. PURSUANT 1O THE: AGREENENT, |

A untversity should never make o firm commitiment 1o achieve a
speciic roscarch resull, or to achieve uny result for a fixed or guaranteed -
amount of lunding. Sucl a commitment is in conflict with the inherently-

Copen-eided nature of scientific research, Guarantecing resalts {especially
fora sutamonnt ol imoney) is somewhat analogous 10 asking a physician

Cora lawyer to gearanted the results of medical treatment or fitigation: it

can’t b donc, and - would be unethical to purport o do it. '

Aadelidseay Her iiiivieie P 14 1 . e e

Failure to-have s wellzdefined scope can load (and has lod) to embarrasss

“BBquUences 101 UNautiionZed: OXPend itnres can he severe: the Tt = =

may be liable for improper diversion of charitable funds, ™ or it may lose™

its tax exempt status if it peemits the feaits of its operations to inure to the
benefit of a private parly. ! . : _

As a result, ove of the first provisions that should be wrilten into a
university research agreciment is a statement that it will be carried out by
the university on a "‘hésl elforts’ basis, with no financial or other con-
tractual penalty for defuull, except of course the right of the sponsor to
withdraw its support. The idea of such a provision may sound obvious to
members of an academic community, bul it is foreign to many industries,

particularly those not commuonty dealing with universities. Universities
must remember that industrial orgunizations ace lypically accustomed to

firm performance commitments, fixed prices, and provisions which

allow for recoupment ol datnages in case of default, These types of provi--
sions should be foresworn whuere the party respousible for performing the

research is a nonprofit, tax exewmpl university.

D, CONTROL OVER FHE COMDUT OF THE FUNDED RESEARCH PROCGRAM.

Universities traditionally avoid any hint of control by the industrial

sponsor over the specific research program being funded once it has been

initiated. This resistance goes o the very heart of an academic com-

munity’s concern over industrial spousorship. it involves the ubiquitous

(albeit not always clearly delined) concept of threats to “academic

freedom™ and to-"‘scientitic inquiry.” Most industrial firms that have -

- . .

W Many jurisdictions, such as Calilornia, in recenl years have révised the general
standard of care applied 1o a Oopicel Tenstee™ ol o university organized as 8 non-prolit cor-
poration. Fhe trewd is W mabe thal standard wore like the standard imposed on the director

of a general business corpurastion: as condrasted with the strict Hability imposed on (he

‘trustee of o trae trust, See, e.g, Cal Corp. Code § 52300 (ch{Deering 1979); see also vH Ballan-
line & Sterling, Cal. Corp. Laws 4 406 1;2|5]'{41h ed. 1982). ‘The now lamous Sibley Huospital
case also applied this “modem el in the hospital selling. See Stern v. Lucy Webh
Hayes National ‘Training School lor Deaconesses amd Missivuaries, 381 F, Supp. 10683 1

(1.0 1874]. Neveetheless, Hins shoald not obscuve the fact that, in mest jucisdictions, the

funds and olther assets of noo-poapsclary wedversitios are, by law, charter, or constilution,
dedicated W public or charitable purpases; see. eeg., Cal Cocp. Gode § 5111 {Doearing 19799,
18 Ballantine & Sterbing, Supou, 5 Hooz] 1) af (4 el 1482, Fn some cases, these assels are
impressed with an actual chartable st Such fouds and assels cannot, therelore, e
(Evurhul e private v other patposes withowt viedading the laws, charters, or constitutions
under vehich the uabvdisities operat: Even ider the liberalized standard ol care, universi-
ty Utrustees” coudid be tound gudey ol msisasegement Tor authorizing or peninilting such
diversiong, ’ .

VoSen LR 8 S0a (e (MW supp o 1952 wldeh provides tha the exemption frons
lederal fcome tax aflowed by & Songan ol the Code will apply only W those organizations
Cae part of Hie el carnings of wocb ainuses e the henehit of any private shareholderor -
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had any sigiiiicant dealings with universities realize how important this
matter 15 o university tesearchiors and will agree Lo a “hands olf”* ap-
pmm I ead :,pl hu dppm;n iate technical teporting or Ll)“db()l‘dl!un
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Perhaps fabrication or festing of materials, which can better be done
in the industriad setling, is 10 he performed by the sponsor. Who decides
whcn itisio bt’ dunv leI in wiml qu.mtlly" What Illlllldl!()nh are llww on

SCLLnIN L RIGHT Ui- T
RiskARUED IN THEE ARES INVOLVED IN THE AGREEMENT.

While universities are correct in rejecting attempts by industry to
_control either the mauner in which rescarch ts done, or exploration into

arésas not covered by the agreement, a sponbormg firm may have a-

fegititate reason tor demanding the right to be the exclusive funding

source 1ora project. Where the sponsor is fonding research in a fairly

~well-delined wrga, with the hope of commercially exploiting the results,
it may desire o negotiale certain exclusive rights to use the outcomsg of
thal research, For example, the sponsor may request the right to an ex-

clusive license onany patentable inventions which result. In this case it
will be Tutportant o the sponsor W assure thad the results of the work are .

not “contaminated'” with rights vested in others, particularly other in-
dustrial or commeroaal sponsars, but in many cases also including the
federal governmuent. In these situations the sponsor will usually insist on
an agrecmeid by the vniversity that it will not accept lunding from any
other souree during the course of the tunding agreemenl which could
adversely aftect s nights o the tinal result of the research.

Theeatent of ugrecnent granting exclusive rights to fund a research
project will vary depending on the facts of the situation. It may be worded
generally 1o prohitnt the university from accepting money during the
course of the project which would alter the rights of the industry 1o (hat

rescarch. Ov the provision may contain an absolute prohibition against

other sponsarship ol the same reseacch project without the original spon-
s0r's concurcnee. Oueasionally, the parties may prefer to agree o ex-
clude all additional sponsorship except Tor specifically enumerated par-
ties, as where the parties depend on. contributions lrom the lul(,rdl
governnient or uther noncommieecial sonrees..

1. ExTiad ann Feas 0F ACTHAL TECHNIUAL OR SCIENTIFIC
CAONEABORATION BY THE INSUS TRY P ARTICIPANTS.

The moie that the proposed arrangement takes the torm of a

cooperativie rescarch etfort, as opposed 1o contracted research, the more

likely it is that quiestions will arise as to industry’s nonfinancial contribu-
tions 1o the project. These contributions should be spelied out as clearly
as pussible m the agreement o avoid misunderstandings as the project
proceeds. The loltowing questions illusteate pussible problem arcas.

Perliaps sulbe exolic source malerial {for example, the subject matler”
of the 1esearchy 1s to be praduced orothe rwise supplied by the industrial
sponsor. When 500 to b delivered? lnw l!.ll ‘condition? How will it be
immpmh ufe

INi')l AT SPONSOR TG FORT

the spunsur fails 0 |1|0\f|m this:
tional funds to the university 1w nbldlll thmu elsewhere? T
Frequently, industry will provide scientists or technicians to col-
laborate with: the university's researchers. The parties should specity the
details of such efforts. What is 1 be the division of labor between stalT? (f

( the industrial researchers are 10 work on campus with the university

researchers;, who decides wihal personnel will be made available, the

times they are to be in the catupus laboratories, and the number on cam- | -

pus at any one time? 1 is often best o provide that the university prin-
cipal investigator has the right 1o approve which statt will be admitted to

university laboratories. s well as their specific sc hedules, to pleVenl

confusion and unsupervise sl uctivilies in (he labs.

It is terribly importait for the partics to agree that the lll’l]V(;.‘I‘blly
normal research and teaching regimen will not be upset. Both faculty .md
students (particularly graduate students) can be seriously hindered in the

pursuit of their normal rescarch and educational activities if adequate .

care is not faken o prevent disraption. The academic infrastrocture in-

volved is often fragile at best, and it is crocial that intrusion of industrially |

sponsored research does nol adversely alfect the normal academic en-

vironment. More importantiy, the industrial sponsor should not be placed -

in a position to divert student or taculty time and effort to its commercial
use {excepl as the agreenienl provides). Attention to this problem .not
only will protect ongoing acade smic activities, bul alsv will deter polen-
tial accusations. of improper anul illegal diversion of the university's
assels,

0. REPORTING REQUIREMENTS,

|

inappropriate attempts by an industrial sponsor to control the actual
research project. Here, the tests shonld be reasonableness of the require-
ment and the feasibility or practicality of the reporting. Some sponsors
may ask for monthly technical progress reports which are really too
burdensome for the particular researcher to produce. Others may ask for
long, detailed reports which absorlh an undue amount of time otherwise

The matter of reporting requirements should be distinguished from

better devoted to the research effort. The university researchers, on the -
other hand, might prefer an unnual report only, or it possible, no report.

j at all. v
A good (umpmnuav is often to provide for a quarterly or semi-annual

report consisting of an oral report and interactive discussion, followed by
a shorl written summary or minutes of the meeting. This process tends to
furnish the intormation required with the least amount of administrative
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demmand on the researcher. [n addilion, periodic technical interaction is -

olten exceedingly uselul to both parties.
Care st also be taken to prevent anrealistic c.umnnlun*ntb as tu
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sponsored under the agredment. Vilty thousand dollars are then to be ad-

vanced on or before. the first of cach of the three following quarters, in
each year, all to be used on the sponsored research project. This research

SR TTTTe ]I(lrlill},

T T By or example; the it of “the
month, il the woversity linancial reporting system cannot deliver that
result withoul special heroic elforts, Oftenr university systems are not set

o repet ou the Tinducial condition of research projects until approx-

imately the twenty-fifth of the following month. Because most univerkity
financial reporting on spunsored research is associated with reporting on
tederally-funded projects, it is probubly impractical to agree with an in-

dustrial spuusor may be willing to pay for the additional expense. Even
thea, iU may b un unwise practice 1o begin untess the university is
prepared siilarly oo uslumizu repuorting u,qulrum,mb for ulher spon-

“suis.)

1. FUNDING,

The type and Trequency ol appropriste funding will vary con-
siderably with the circumstances and the usual practices of the particular
university involved. If a.aniversity is aceustomed to working on letters of

i“m- umvwbuy“'-.uuum otbecomniited: o THONHI?

Cdustrial spunsor to Tunish different or earlier reports. {Of course, the in-

credit or other tlorms of advaonce funding, it should by all means request

advance Tunding in such amounts and frequency as will assure uninter-
rupted work on the research project. 'This type of arrangement works best
it a detailed schedule of tunding, by date and by amount, is set forth in
the research-agreciment itselt. OF course, arcangements can be made

whereby the university makes periodic estimates and requests {or fund-

ing. But this type of procedure introduces an element of uncertainty into
the tunding arraugement by requiring industry approval for esch request. .

And this approach inevitably requires more administrative time and ef-

fort on the part of all concerned. It is more convenient to use « schedule’
agreed upon in advance il the necessary flow of funds can be reasonably

eslimated in advance of the project.

One variety of Tunding arrangement, deserves special atiention be-

cause it contemplales two different types of advance funding 1o achieve

vital cumplementury goals. The tirst kind of funding covers the actual...

costs or expenditurey (both direct and indirect) estimaled to be incurred
in performing the specified work. The ullier portion of funding is in the
nature-of 4 grant tor use by the uulverslty researcher in an unrestricted
way (but usually within a specified area of research). For example, anlif?
duslrial spunsor may agree 1o provide funds in the amount of $250,000
for ach of three years on the following terms: on or before the beginning

-~ of wach year the spansor is to pay $100,000 to the university, $50,00 as a
“grant for the use of researcher X on an unrestricted basis and $50,000 as

an advance t be used for the ficst quarter of the specific research project

~wgreement chetpsoztmtitzrwosresearch-fmehng=needss

L. | L
TG orie

giitially iniE st

pecific project, and ioviting Wi

- and can be used by the researc I:m for basic or other research of his or her

choice,

1. COMPETING INTERESTS IN THE Usk o RESEARCH RESULTS.

This topic brings us 10 an area identified by many people responsible
for university research as the most difficull in working out research ar-
rangements between universities and industry.

Freedom to publish {often confused with the general concept of
academic reedom) is o desp-seated matler of principle in academe,
which has al its base s curious mixture ol a need to be able 1o publish and .
a sort of academic “machisino’” thal somelimes defies description or
categorization, The aced 1o publish is based both on the concept-of the:
free exchange of ideas wil knowledge, which is so essenlial o seientific
inquiry, and on the fact that universities are usually tax exempt institu-
tions which must protect Lhal status in order to exist.*2 In any event,

- freedom to publish is a—nay, the—governing fact of life at many, if not

most, research universitivs. It cannot, and should not, be bargained away
for funding, industrial or otherwise. :

This premise, of conrse, brings the universily’s principles into basic
conflict with a valid concern of many indastrial and commercial organi--
zations. Although some industrial firms obtain and "'sit on’’ trade secrets

*or other proprietary information (usually perceived by academe and the

public as & "social bud '), many more organizations seek to obtain and
use such information as o accessary part of the production or delivery of
their goods or services to the public (a **social good’’). The trade secrel is
often the vital link whicli provides the firm with its commercial niche or

+ The importance ol the lreedom o pablish, and W do so prowptly, 10 su organiza-
tion exempt under § SECH o] the Tuternal Revenue Code on the basis that it perlorins
seientific research s discussed o detail by heetz in Tux Exempl Orgairizations and Cont-

Canerecially Sponsored Scieatin, Besvoecho 9] Cone & UL GI, 72-76 (1982- 1983 ). Secals¢-. -

Treas. Reg. § 150 UCHI- d)ia) (1976), and Kev. Rul. 296, 1976-2 C.8. 142-143, which ad-
dresses the question of wlun commecially sponsuored research perfonned by a § 50He)(3)
tan-exempl organization s considered to by caerviod on in the public iiterest™ and thus
comes within the eaemption and whean, on e other Band, such research is regarded as
generating unrelaled busivess o, The vight 1o publish freely and promptly helps
establish the necessary substantal elativaslop betwsei research and furtherance of the ex-
eimpt purpose. Publications hecome pacticalacly inportand wheee the university is pertorm-
ing for industry “developunent’ or uther work going beyvond what the LR.S. will accept as
“pesearch® that Jatls wider e exclusuns frong unrelaled busioess income which colloges,
universities aud hospitals o eajoy wader § 512(h)(8) ob the Code. See the discussion un
this poinl in kertz, supio, o 7B patioudarly note 41 therein,
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! . . . . ..
compiiitive odvantage, allowing it Lo prosper or al feast suivive. How
Can these Dwo interests be resalved in the research agreements |

Tlis reconcithiation is ollen ditfticult and sometimes impuossible, and

| 1.1 ' . ) .
Criy ':v‘*[‘i TEHTEETE] tRTELR] } ‘_\,«a—l i n—% b | Sesft ity

iy-ob-casuswhere dndustry and.

1962-83

universitics should not agree to withiheld research results from publica--
tion for the firm's compelitive reasons. other than putent protection.

“Thus, there scems 1o have developed within the academic communily a

rather clear cut distinction belween delaying publication for the time

T NTvErsHTes st canolb-ery
researc contideatiol . B contidentiality of the results of research is really
impottant Lo tos industrisl sponsor, Uial fiem would be well advised to
hive the rescarcde pesdormed somewliere other than an academic instifu-
tlon, . ' : .

NuvuiHeloss, thare are a lew beight Lights al the end of this tunnel. |
Fraone indosty s perspedclive, the anticipated resulls of the research are
“often mnch mare scientilically or techinically valuable to the industrial
vigantzatiog, than is the keeping of such resulbis conlidential, This is par-
ticularly true o e case ol the basic, generic research which has tended
o laster onltespunsored arrangements. 1t is also true insituations where
the partcular technology is extremely dynaniic and obsolescence may
come quickly: i these cases A1 is much more important Lo be the first firm
\,\-i|h| the techoology., even with a short lgad time, than the only one with
il lnGreasing nunibers ol high wechnology organizations seem Lo be com-
ing to this conclusion,

Compatties are very likely drawn toalis conclusion by recognizing
- thiat the right 1o publish is not the same as the obligetion to publish im-
medintely, sud university rescarchers often do delay publications for
vatious ressons legitimate 1o them, furthermore, the process of scientific
or techoical publication itselt usually takes several months. Thus, if the
industrial organization is receiving progress reports on the research and
fius staff on the scene, it has a definite advaitage over others not privy to
the research. And, il the techinology in that area is sutficiently dynamic,
thal advantage may be sufticient For the firm’'s needs. :
A recent studyve has shed some interesting light on how industry
auck universily tescarch personne! currently view the decision to delay-
publication and how important the resson lor wanting such an agree-
ment can be. Fhat study indicated that eighty-twa percent ol the univer- -
sity respondents believed that universities should agree with industrial
sponsors to withhold research results from publication during the time
cnecessary fur the undversity or industry to obluin patent protection, ‘H}_oq--

HAd

versely, cighty-seven percent of the upiversily respondents said tha

GO s study was onductod in Lhe Sprng of 1982 by the author as o portion of the
reatarch lun s disaertation as part of the weyquirements lor o PO, degree in Management,
Erglay persons i iaidustey at the level of vice president, direclor of research, or abuve, were
queiied, s were seventy-eight pesons of roughly comparable status within the forly-eight
vntvaerstiaes which constiute the 150 members of fhe Associalion of American Universities
LAAU] The results of thas study ace incladed in the dissertation entithed Tle Need forand
the Dngeedomessis o tiprovesd uond Novel Piviversity-liadusiey Besearch Relahonships, to by
Inzbh.‘:‘u:l:l i eanly 198 by Heeversaly Miciotibms Joternational, Aun Arbor, Michigan.

e st-grresearch-agibement. Few universz.. ...

ArenCiirotentiomand-agresing-to-delay-publicatio

ities today will agiee 6 keep the resulls of industrially sponsdred other reasons. This distinction see

research agreements which we have examined. _

" The contractual provisions delining the-agreement to delay publica-
tions until patent protechion is oblained vary considerably. Sume provi-
sions are quite simple and very general: the parties merely agree to keep
confidential and not publish any results of the research until adequate
steps have been taken (o protect thie patent rights of dach. Some provi-
sions are more eluburate and require a pre-publication notice 1o be sent to
the other party, or establish a specific time period during which publica-
tion will be withheld, so that the party may file patent applications.

These periods typically vange from thirly to ninety days, although some

are extended up lo six months.

Otherwise, the agrecinents generally do nol give to the industrial

sponsor the right lo approves, ur even lo review, publications prior to'sub-
misgsion lor publication: It is nol uncommon, however, for the parties (o

agree that reseurch submitted for publication witl similtaneously be sub-

mitted to the sponsor. i these cases, the {irm can take comfort that there
is a considerable lme period, typically about four momnths, between sub-
mission for publication and actual publication. Most university 1e-
searchers are likely tw be receptive to legitimale comments or criticisms
from the sponsor during thal time. Presumably, however, changes would
not be made merely becanse the report places the sponsor or its products
in an unfavorable light or otherwise decreases the sponsor’s competitive
edge. In the last analysis, that decision must be left to the individual
researcher, who must renwin free from any contractual commitment
limiting the exercise of judguust as to which conments or criticisms ul'_
the sponsor should ba: reflected in the fiual publication.

' . RECELT OF ProVRIEEARY INFORMATION FROM INDUSTRIAL SPONSOR.

One matler thal is ofien confused with the university’s need to
publish is the acceptance ob proprictary feonlidential or trade secret) in-
formation from the sponsor which is necessary to the perlormance ot the
research, with an aceompanying explicit agreement that the spousor's in-
formation will be kept confidential, This is an eutirely dilterent matler
from agreeing to delay or to keep confidential the results ol the research
project, and therelor:, the overriding principles of publishing research
do not apply. Nevertheless, there are practical problems in agreeing 10
protect a sponsor’s coulidential information in the academic environ-
ment. An academic community, with its principle and practice of free ex-
change of ideuss, is by its naare simply a difficult place in which 1o pro-
mote any confidentiahity.

niis 10-be retlected-in-most-of the recent......,
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There also need 10 be elear et ¢ ontractoa) understandings regarding:
the undversty's night 1o disseminale the same or similar mfurm.ltlon if
uwlvml without testriction from sources other than the sponsor. The.

Ulll\.'l ml\ tends fo b |J|ulu tend lmn: !mbahlv or criticism lf otlierwise

~dhcations that contention over patent rights is not as seeious a problet as

Spatent applications tiled by, and patents issued to, United States inven-

1982-83

license i1'1 the appropriste cuse and wilth the proper march-in rights.
(“‘March-in rights'" are rights iu the licensor, typically to reclaim fron,

the licensee all or certain rights in the invention or 1o require mandatory

sublicensing by the licensee il lhv idllt‘l" (loes not ldl\b‘ the steps necessary

s

e dovel

1111“

With the propaer or entition ut the mum.rslly research team aid proper
dmilm[., of lln- research agrecient, these matters cun be dealt wilh to the
satisfaction of both parties. Nevertheless, "in the final analysis, each
university st decide whether it wanls to subject itself to the internal
controls necessary 10 reteive and protect sponsat-furnished proprietary
infurmation . The aniversity and its fag ulty must also decide whether
ey are wilbing 1o accept Ui adverse impact {albeit often relatively

anivery v

stightFon the ree iderclange of inforination iy luculty and siudents

which could conse hrom proteciing the sponsor’s information.

RPN TENT RIGHTS,

Patent vghts involve another important, highly publicized area of
dispute between indastry and nniversities. However, there are several in-

it nray have bien atew vears aga, For whatever combination of reasons,

tors have declined inarkedly over the past several years, both in abisolute
numbers aodelative (o foreign inventors. 2 [ the opinion of Professor
Raymond Vernon ol Harvard. the reasons Tor this declive are thal: ©With
a speeding ap o the technological change, some unpanies |m'iu to
heep theie innoveltons W themselves rather Hhan publish their results.
Morcover, the shilt o muaovation Oom umlmg_, noved products 't

dv\.’t,lnpln;_, Cust- felcang products dnd pm(,ebw s also tends to reduce ih@ln

nnovator’s avilfinguess (o patent,”

There appuars o be growing recognition that an exclusive license (o
a patented invention, title to which is rutained by the-universily, will ac-
complish almost eve tything for the industrial sponsor that outright title
to the paleit would sccomphish, Exclusive ‘commercial use for several

Cyesars, L sume cases tor the life of the patent {see discussion below),

usually will b sulticient Tor Industry (o accomplish its purpose feven for
lax purpusesti Most univensities are willing o grant an exclusive

i
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“tent rights ave an importi

il 'm'flu, I"ng.,(llmll()ll of-uny- umw:snly
industry research (lg.,u:-nu nt; their resolation is less troublesoime than
once perceived.

Often the first point ul conlenbion ht*twuen the p(ulwa is whether title |
to patents on inventions made iu the course of the resdarch will vost in
the industrial sponsor or in the nnives ssily. 1 has been our experience that

an exclusive license, properly dealted, will satisfy most induostrial spon-

sors. However, some hndustrial organizations will not acceptl anylhing

Jess than title. tn those cases. unless the university will agree lo assign

title to the sponsor, agrennent may not be possible. ‘This problem has
proven (o be the exceplion rather than the rule,

Most universities, given their dadthers, wodld prefer 1o grant non-,
exclusive Jicenses, as vpposcd (o exclusive licenses or patents, because
they are more in keeping with the academic conuept of frec a_ud broad
dissemination of newly acquired knowledge. Universities often have
specific written polivies declaring the non-exclusive lim:nse to be the
preferred way to license patents..

Pacticularly in the case ol generic research spnnsme(l on a mu!ll-
sponsor or consortium basis the idustrial sponsor sometimes will agree

“in advance to nonceaclusive licenses. The decision to accept a nons

exclusive liconse often will depend on the spossor’s t::]mpe_litive position
in its field (if domivam or large enough, it may leel able 1o i'n.[.‘ngu d
preferential patent postion) . the size ol its investmenl in th(? pmu:t;l‘, :
the importance of the resubhts ul the particutar research o the future of the
SPONSOL. '

The goal of grunting tree access 1o innovations: croated by Univers-

“ities is cerlainly landatory. However, as the tederal government learncd

over a period of many yeirs, if 4 tirm cannot obtain some measure of pro-
tlection by preferenliul hu.n.sm;,, it is not likely to spend significunt
amounts of money to develop and market the lype of innovations which

typically result from university resvarch, Thus, most universities must be

prepared to grant exclusive licenses o the industrial sponsor in ap-
propriate cases if they we to dead ellectively with such SPONSOIS,

If the parties agres that au exclusive Heense s appropriate, the
following issues arise. Should e licenso be for a tenm of years, or for the
life of the patent? What rights will the university reserve so thal it can ase
the innovation for researcdi, educition, and Hie performance ol othercon-
tracts? What type of repanting o inventions will e requived, lnmll under
what circumstances musl such reponts be made? Who will file the
 ecessary paleut applications aind pay tor theiv costs? What deve Jopmen-
tal or perfoimance requitcmeats smust be met by the industeial Heensee in




order to retain the license, and what ave the companion march-in’’
rights of the vuiversity 1l the licensee fails to comply with the license
agreetents ¢ What licens: lees or royalties must be paid by the licensee
and vnder what arrangement? How will the parties handle joint inven-

LTS TH

contracts or grants. Hader the new law governing inventions made under
contracts or grants [unded by the lederal povernment, ' several such re-’

‘quirements exist as lo inventions to which the university elects to take ti-

tle. These include, among others: (1) a prohibition {unless the govern-

STV EHEGE

GEECOT, il Pay - fOF, THE prose u‘uun oF patent of-Hcense
indringcrs? ulu-uld the Ticense Do resiricted 10 one
the university the nghl to license the inmvention for other uws"

Detatled auileses of issues sueh as these, relating to spedcific patent

rights to e granted to the industrial sponsor in the event patentable in-
tovistiones do o te under the tesearch agieenient, are beyond the scope of
this wrticle Patenl counset should always be involved informulating
Cagrecnieals involving patent rights, terms of art and standard practices
are frequentty tnvolved incthis area which may be applied incorrectly by
i lay person ue even by general lepal counsel. :
C Seme mnversities preler W delay o decision as o the type of license

to e wranted vatil o patentable inventiond has actually been made. In this.

way; i1 is Jedl that any spocilic pertinent circumstances can be taken into
consideration betore that decision 1s made. ' Sometimes agrecment with
the sponsor o delay o decision may  be’ possible, bul sponsors
understinnbably prefer o settle these issoes 1o advance. ' '
Agrecinents with industeial sponsors as to the patent rights they will
C have i tutire Divenlions vary i lwo major respects from most patent
licsnses otherw e granted by winversilies. First, most palent licenses
olherwise granted by universities cover inventions made under contracts
with oy prants Troon e federad government, Therclore, they come \P{lth
all the steings whnch may be attuched (o pdlt*nt llbllls gained under sue h

2 Lo bae o 12 e su whin bedelines whiat gronts the RS helieves duo nat
tat e et ol taastesrnng “allsubstaital vights Wwa padent " Those nebieetiog the esl, ac-
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Of G g 1] b it odiwrat o doa pesod of besgs thas the resaining Hile ol the patent; oy
ity gt e ids veb 30 3 U Teadues o indGseries, which are less thaa albtie rights
coveres by the paonent o beie the resenved nighiss han: value at the time ul the gran; o fdy
Gt Less it B cLanis o1 e entone vvered by e gatenn Holexdst aiad have vitue st
the tine g ol biean Reg 5 1 1240 2D il_}.‘ﬂl edeoes the rights whiehh the LR.S.
Lielbey es o b 7 nenibstanbind ™ Lo thee purposes of § 1285 and wlneh thas imay-be eetained by
the transteros withiond prejadic dog U cintad assel wbure of the grant, The persnssible reten-
1ty L I.I;lll" Pk netenion ok legal T Lo the parpose of securig performang e ve paymen
By this Drssteree i o posesiction ao olving transier ol gn exclnsive license te wanutaclure,
voaitnd bl e D e ot e fratent and [hpreteotjion ol sach ngiis ws ave Gt e nsistem
wills Hee o vige ol onvisnashipe ol ds Hie petention b secuias iatinest L i vendoi's

Ic s vn v nvaelioeo i the ol o o udihon subgegquent Gaoe hasaepoovisoon tor forteiture -

lar vaapeertcrmesie cp ¢ clain sl esaples ol gights \I\illt Wiy on iy not be substiantial

alwo G e v e regulation Sobieibien these Lattee tighs o e retanioe (| depends on the

Vs aitebaner ol e ui.nln Yoaitaas oser D liee ree ;i_nl.ﬂ_mn dnsher beat i etendion ol a righlty
Sttt ol sl ettt al g st lanined ophl fer e precposass ol 5 1240

ot o b e of e it beefaoeen pranicig abeschizave pato s hoenses on

s itboness docand o riente and oy Gl e Boesedisive bicensos on el inoestions which
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“leaving~

T OHHErWISETETevs) TgaimsCtieTgranting ol exXciusi v iCEngas” Toper

SUTTS GG tha i Sl Brgimess fivmns Tor @ greater than the earliér of”
five years from first conunercial sate or use, ur eight years from the date
of exclusive licensing (vxcepting certain years needed for pre-market
regulatory clearance); s {b) certain *march-in" rights reserved to, and.
which can be exercised directly by, the lederal government in the case of
exclusive licenses issed by a university;2o and (¢) unless waived by the
government, a requirement’ that an exclasive license not be granted
unless the licensee agrees that any products embodying the invention or
produced through the nse ol the invention will be manufactured sabstan-
tially in the United Stutes.<' Becavse these requirements attach only if
federal hm{lmg or support is invelved, agreements often specify that
there will be no fedoral support which iight detract from the industrial
sponsor's rights,

The second major way in wln(h plt)\r’lblullb in research agreements
rvg:mlm[., patent rights vary frun the usual patent license granted by the
university is that they are all agresments made in advance of the innova-
tion, It is clearly more ditiicall to negotiate appropriste provisions to.

cover future inventions than (o negoliate patent license provisions for an

existing invention. That is a prime reason why some universities defer a
determination as to whether any license should be exclusive or non-
exclusive until afler the fact of invention. About the most that cin be

done in pre-invention situations -is to negotiate as flexible and as com-

prehensive a provision as is acceptable (o both parties. Such a provision
can range from ua simple agreement to negotiate in goud faith dny'
necessary licensing “acrangement afler the fact of the invention (o a
relatively complete license agreement, fully negotiated excepl for

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

tached o the research ugreement 1o be executed by the parties il and
when patentable innovations arise under the research agreement, This

writer personally favors the latter approach, to the extent feasible,

because of his penchant for (uldmly and for settling things while one

stifl has some . bargaiming power,

Lo e FICENSING O U KNow-How, ™

The licensing of unpatentable or unpatented ““know:how*’ is not
usually a mjor issue in the academic context, Even within this context of

oA o Elee B2 aabt y bla), Pob l- N, 96-517, G- Skt i(ll‘l[]‘ml]] [: mlllu.!.lt K}
(L5088 200- 20 L {1976 & Sapp 1Y Lttt

S LLSCL Y 2020 B 976 & Supp. 1V 1980).
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free publication thare renales @ consider able amount ol lechnical and
procedural rescarch detail which pever rachds publication, not because
of contrictual or uther exlertal constraints, but because of the natuse ol
thy lnlmumllun m 1n AU l]n rusvarcher sunply does not gﬁl around to

1982-8.4 E [RATON TS PR Y DFE W IX N N AP nt\i.'al;anll'.t)ll ' Ny
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always he limited tu, fur examnple, the “acts or omissions of . . "7 or,
preferably, the “negligence or other Tault of . . " the “officers, agénts

and employees of” the university. Such an indemnity agreement at least

il

- J‘ovf

limits the scupe of Ildbllnv h) -,umeihmg apprnmmdtlng lhdt normdllv
By Gt ; =

o the Iy ptcal alter-the- joct patent hicefise, any nee

Shiow -how by Hie Bicensee con be (and usudlly is) filled by makiuy the .
rescatoher s atlable 1o adividoad umaull.lllnn v ihe before-the-fact

situsbiin Iypealby nvolved e research agunm,nt negotiations, the

WLy i stlievies Taced with o demand by the industrial sponsor

for a Licetise, Lo wse o Levnr b art o 7Koo ~how.” Sucla “know-how™
Heense (or selaled echnology - paricalacdy ona non-exciusive basis,
woubd appear o proseal o fonceptual or_practical pmblem {ur the
wniversily, provided the rescarcier procesging the Uknow- how' is
Cagiecabiliy and e oense is sabject o e ugiversity’s and researcher’s
righls Lo publish Int By Bul guestions might arise were the sponsor to
wish an “esclusive " license foralhwipublished data, 'That issue ca [.-md
has) been resobved I’ praviding clear understanding that the sponsor’s

“pxclusive’” boense can be elteciively m'batvd by publication by the

university or tesearchers By such an agreemgnt, the tndustrial spunsor
still gains exclusive access o the data widess: the rese wrcher goes to the
time wind trouble ol pubtishig 1 T addition, the agreciment raises an ef-
fective bar to any compe Hior's actess 1o the ll'ﬂplll)llblll :d data.

M. Hmt Maatic ATHON Al Hobh T \RMH 55 AGREEME NI‘-,

Fairly equently. an fndustrial sponsor, uflll ask the university to in-
ety thesponsor tor, and hold it burniless against, any und alt ¢ Idllll‘i
Ccosts, suits, and the hike, aristng oul of the perforianc: of the reSeare h

wuork . Otten these proposed oademnily agreements are unlimited in
scope; they a-,l\ for sdeninity andd hobding hargmless without regard tuthe
nature of e iy, domage or loss, and more importantly, without
regard 10 who taat toutt, These biroad indemnities should be, and usually
are, repected obt ot Tand. They are over-reaching and unlair, and would

subject i universily 1o completely unknown and unguantified exposures

and, quite pmsl! Iy, 1o catastrophic loss. 4

Whether the aniversity shuorld .q_,lu- 1o dny sort of uulmnmln ation
running to the ndustiial sponsor, and o what extent it should do su, will
depend upon severad lactors. These include: (1) o hether the ingtitulion is
public o private. (2) il attendant authorily to’enter into such agreciments
onder the law which is applied o the institution, and (3) the risk.
assumption atd nuanagenent philosophy of [hb particudar institulion in-
volved, inclgding the nadure and extent of itg insurance coverage.

b centain coses  inay be appropriate tm\{!u- institution o arrange a
limited indemty and hold haness l11,1;:91116,111 running to the spunsor,
for injuries, daage. or foss wtising out of the actual performance of the

researc ]t agrecnnat However, tnsucha case, 4he v\p()suu. should .xlmusl .

b

||l1 e

ty described comes within 8| :uutrm:tuully assunn‘:d” llabllll‘yr
coverage provided by the institution's insurance casrier, Where the in-
dustrial sponsor will actualy Lo colluborating in the research, every ef-
tort should be made to obtain from the sponsor o similar indemnity and
hold harmless .:1.,10:,:111111 covering the sponsor’s officers, agents and
employees.

Some instilulions, Tor h';_,.al ar other reasons, oy not bhe able to or
may 1ot wish lu agree to any indemnities at all. Some may insist on a
release by the industrial spoasor of aay liability for any kind of damage
suttered by the sponsor (wnd perhaps by others). Others may go further
and insist on a unilateral tndemnily and hold harmless éigrcﬁniun! riunn-

Cing from the sponsor o the university: And other institutions may ex-

pressly disclaiim any warrantios, express or implied, as 1o the conduct of
the research project or ity Hodings, or as o the accuracy of the results or
their utility, merchantabilite, or litness tor any purpose. Whether and to
what extenl the universily ‘can extinct soch a celease or indemnity and
hold harmless agreement from the sponsoer, orsustain such a disclaimer,
will be largely a function of negotiation and of the relative bargaining -
positions of the parties. _ :

I any evenl, every institution should be alert for one particular
situation even if it agrees o some sorC ol indemnity or hold harmless pro-
vision covering the actual pertormance ol the research itself! tn the case
of any inventions ficensid Lo the sponsor as a result of the researc h, the
burden should be squarely placed an the sponsor to indemnify and hold .
l}armiess the university taud its trusiees, ollicers, agenls, and employees)
from any labilily avising out of the mantfacture, use, or sale of prmhluuis
coverdgd by the lcense(s) and sutfered by the sponsor or by users or pur-
chasurs_ of such products. This situation, of course, involves pri:du(:l
linbility, a field in which the industeial sponsor who is commercially ex-
ploiting the research is in a posinon far superior to the university’s fo
protect against, and be financilly responsible for, such liability. The
university should nol permit itsell to be placed in the position of lmvmg
to assumie this burden in pilace of the sponsor.

I

N s 0r CNIvERSY 'S NAME.

Another important cousidedation inan industrial agreement will be a
clear contractual understinding concerning any limitations vn use of the
name, trademark, logo, or other identitying marks of the university, and
of the names of researchers, studeats, or staff, for advertising or promo-
tional purposes. Universities gencrally are foath o permit industrial
organizations to profit Hoowcialy by treding onctheir nanws or reputa-
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tions, Provisions i the conbract cin profibit this, yet still provide for ex-

ceplions to b nale ot wgivers iy approval,

K1 Pibis LA Lo T O INVEREST

PAJARO DUNES CONFERENCE

: ™
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For the st pal proldeis o potential conflicts of interest are inter-
aa! 1o the nnnversiy ol eaast hetween the nniversity and its faculty. it
such Conthicts cane and alo ohlens inipnede the - making ol resvirch
agreenieints bulwesi uaiviersitien sl tdustrial sponsors, For example,
“one OF i of e Lecally researchers imvolved in o particular praject
ity v an gty oderest an the polential industcial sponsor, ur an
ongoing cotisulling wrangenn witli it which may be seen by the
Whiversily or Hs tacaliy as conshituting an actual or potential conflict of
intorest. That situationr, at one extremy, could fesaltina research agree-
ment not bheing entcned into between the university and the industriak
urgdniz.n\laun for that- pariicudar rescarch, Al the vther extreme, the rescar-

Ccher instead anight reiingaish his or her interest in or relationship with
Cthe company. : P

Oceasionally ) concern over wi avtual or possible conflict of interest

Cwill mahe it peessaiy o negobate into thie resvarch agreement itself a

provisiun wheteby the sdustrial spemsur agrees that no fuculty member,
stadf meanliet fand pesbops stadent) of the university has or will have any-

interest a1, oi A pacdicipete sy an sliicer, divector or consultant in vy of,
the orgaiization duttg Qie couese ol the agresthent. 1 might be provided
further, that bailues tabide by s apreetnent coubd result in cancella-
“tion of e agreciment By the universiy and forfeiture by the sponsor of
any fupthor vights W esearch resu s or patents a1 should be kept in mind

that ofr iasion nebvidaat consaliing by facalty or stalt members is a

uselul i cient or supplemwent to the wsearch agreement, as thistiuss-
ad - with regardd To the licensing of "knuw-hm\l.“ [ois imporlsd o
distinguish thene sttaadions from the silnation, where o continuing con-
sulting i twugeient withe the sponsor is really just o convenient
substitute for au equity-holding position in the company.

IV CONCLUSION §

, This artiche s sought o address some of the more frequent and im-
portant probleiis chcountered in negotiating and drailing university-
industry vesearcliagreements, and o demonstrate various ways in which

thest problems o wsues cae b approached and resolved. In uuu[:y'
1

respects, wie who we aegotisting ansl drafting these agreements |
pniversites are obll i the “biithing’ stage ol vur effords, in a very

dyvamic held ot that AWhat wee iportanl  issues yoesterday have

Diconit, it seni Cises tolatively nuimportant todays today's buiiing -

Cissues iy b tomornon s cobd ashes. Awd 50 we niy expect that new
and crealive solutnosowll contuiae o he needed 1o cope with continu-

g change.
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Statement”

Preamble

KResearch of .lht-}‘ past several decades, through enlightened public
support, has profoundly advanced the understanding of life processes. A

new biotechnology of extraurdinary promise has emerged. While much

of great importance remains (o be learned al the most lundamental level '
about tiving organisms, applications of present knowledge can be fore-
seen that are likely to be of far-reaching benefit to people everywhere.
These useful applications may well improve health, enhance food and
‘energy supplies, imprave the quality of the envirofument, and reduce the
cost of many industrial processes and producls. :

With such beieficial possibilities ol least “dimly foreseeable, it
becomes a matter of urgunl concern to lake coustruclive steps foward
their fulfilment. Most o the basic research. which made these applica-
tions possible has been done 1 universities in the United States, mainly
with federal government tunding ‘Uhe development of these findings into
useful processes and products is already vigorously underway in Anier-
ican industry. The chain ol progress from basic research o uselul appli-
cations necessarily involves universines and industry. For the promise tu
be fulfilled, all links in the chign most be strong,

The transtation from opportnnty tavealily is not simple or easy:
Serious problems are involved. These problems center on the preserva-
tion of the independence and integrity ol the univessity and its faculty,”
both faced with unprecedented Foancial pressures and complex commer-
cial relationships. Universitics are a repository of public trust, and, in
many cases, of public Tunds us well, wnd they have an obligation to the
public as well as 1o their students aod ficully to ensure that they remain
devoted to their primary goals ol education and research, and that their
resources be properly used in their pursait of these goals.

‘Therefore, leaders from five of the universities tha: have engaged
heavily over many years in rescarch inethe tife sciences met to explore
problems and clarify the considerations essential o wise policy-making '

* From a Biotechuotogy Condurenc: held W Pagare Dasies, Calitornia, March 26 27,
10R2, The presidents of Stanford Uiiyasity, o Calitorne Tnstitate ol Techaolugy, the
Uindversity of Caliloning, Harvard Cosvenaity s Massaclnisets instiiate of 'I'u::hlinlugy
convesed The mecting The 30 naited e pants inelailed nveesity paeskients, ad-
ministrators, facuby scientista. ood medosihig repeseitalives, Pecmission 1 publish granted
by Rubert A Rosenzweig, Vice Pisadent Tor Eabibe” Afles, Stantord University. :

XA
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Cin s wrea. Sach university mvited miembers of its own faculty and peo-
ple from ae busiess contnily to atlend as discussants and resources.
Thuse considerations must be viewed {rom the perspective of individual
‘-‘"5(‘11‘11 l*.I'T, n“‘i‘fv*rﬂm*ﬁm!ﬂ chid tLuquﬂdUﬂL\ddI‘U,ﬂ {
gelic el tivin ot pespleeevi vw!u sre-whio.can.so, neday

llw uses ol biote. binalsgy . The social condeguences of the tectinologies
are an inlegrad pat of rescavch in this field.

Theve wre sevenal stiong motivations [or acadenic institutions and
therr laculties to seeh industey support for reseach. First, there is a genu-

ing nlerest in tacibitating the banster of technology—{rom discovery to
use ot contnibube to the health ad productivity of sociely; second,

there is inlerest i ongoing dialogoue between academia and industry

which could voprove the level of applied science by close association
with industey applications; and; thind, adademic institutions and their
Facubiy mernhicrs are leeling particalarly hard-pressed financialtly and see
such coopeedtion witli industey asway ot compensating for a >matl but
inportant patt ol the suppoit fost lrom teders] sources,

Although bioteclinolopy 1s ot the center of loday’s news, we have
cotsidurad b appropriate o discuss g broader range of university-
sty e l.ihml*‘lnpa willsul pegard to buh'l'(l HITGR '

Frome rdustin s point ol view, a cgmpetitive position 15 critical.
Lach higdrte hnology cotupany seeks Lo develop the “best technology’
aid o use it produchively, Phe developient by o business of o coopera-
Hve rescarch refationship walv o aniversity-is likely to be based on the
presuanplion thiat “hest technology ' can most readily be created by *‘best

Copeople actess o whom s one objective for the business which finances.
the progrinm. A tong as e conditions which surround access o a uni-

versity s Uhest people’ are nol too onerods, business will continue 1o
Biakt ew algeensts with aniversities to enhance their npp:ulumtws o

5

achieve competitive advantages,

Bul s appropriate developent of new opportunities in m:'JdemiC- '
industriab relations preseats universitivs with o host of problems. The

_most impartant ol these s the potential distortion such relationships may
cause lo acadeinie objectives. Whike this.issue may vary'in degree from

. - N - - [ o
o acadenc ostinuion o asother, it issshared by most research-baséd -

wniversitive aind institutes 1 ool carefully managed, these patterns of af-
filiatiens ooy wiiversio faculty, undversities and industrial firms,
Dbenelicial theugh they nay be to the transfer ol Ivt,lmulugy nay lead:10
seecious dilhicaline,

Flie purpose of the wmesting was lo condribute usefully to a more

lrnitul process of policv-imaking - bul not o eke policy. This respon-
sibility rests wikle Hue indoosdual Tostitutions, The locus of the confererice
wos to dehae Uusareas of dithicobty o' potential contlict and b devetop
suggestions o punhing e growth of industry-university cooperation in
reseincl, bas Tong been el thi undversity adoinistrators, faculty and
industey Teadis have oot been communicaling eoough aboul (e prob-

Lt 4

lems arising within the universities in connection with the commerciati-

zation of basic research. Uynally iniportant, the problems und objectives

of industry have been often ignored. As a result, different institutions :

have been engaged in ad hoc |mhc y formulation, without the benefit of

. ways {0 satisfy the univessily commmanity and ‘
agreements and other arrangements with industry be so constructed as
not to promote a seciecy thal will harm the progress of science; impair

m..ub"lhur—wq.mu;, ing their common pmhlwm

!

“Phig-overriding o

the educational expuricuce of siudents and  postdoctoral  fellows;
diminish (he role of the university as a credible and impartial resource;

interfere with the choice by tacully members ol the scientific questions Mg

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

RELATIONSHIPS 817 PWEEN UNIVERSITIES ANTY INDUSTRY

RS ARCH AGREEMENTS- .

It is important that universilies and  industries maintain basic
academic values in theiv research agreements. Agreements should be
constructed, for ecample, in ways that do not promote a secrecy that witl

harm the progress of scicnce, inpaiv the education of students, interfere
with the choice by Yacudly membess of the scientific questions or lines.of ~
inguiry they pursue, or divert the energies of taculty members from their -

primary obligations s teaching and resesrch,

{Iniversities have o responsibility ot only 1o maintain these values

but also to satisfy facully, students and the general public that they are

Cbeing maintained. One way of accomplishing this result might be 1o

make public the relevant provisions of research contracts with indusiry.

- Another muethod may be W allow a faculty committee or some other com-
petent body to examine ull rescarch contracts with industry and assure

that their terms are consistenl with essential academic values. Reason-
able people may ditler on the choice of methods 1o be used, and we pro-

pose no single solution, What is essential is that each university establish

some eflfective meihod.

The traditions of open research and prompt transmission of research

results should govern ol university research, - including research spon-
sored by industry. Those taditions require thal universities encourage
open communication about research in progress and rescarch results.
However, as discussed below, it is appropriate for institations to file for
patent coverage for inventions and discoveries that tesull from university

“research, This aclion may redquirve brief llt‘ld\f‘s in public ation or uther

public disclosure. :
Receipt of proprictary intormation {rom a sponsor may occasionally
be desivable 1o fucitilate the rescarch. Such situations must be handled on

i
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Ca Gasee-by-case basis 1na nanney which ogither violates the principle

eestrctions un Gonirol ol m!mm.muu disclosure by institutions are not

stated above nor mlederes wilth the educational process. Awny othieyy
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veloped—nol only to promote the public inlerest bui also o further the
universilies® rights 1o royvalty income.
While the foregoitg policies seem acceptable for licensing patemts on

ATENT LICENSING

Patinits and palent licensing provide valuable incentives to lacilitate

products By protecing the vights of the invéntor, patents also encourage
inventins ainh pshtubions to weke public their discoveries, thus promot-
ing the progress b soence and technology: These advantages are fully

capahitities 1o b these ideas 1o the marketplace. The federal govern-
menk- bs recognized these aibvantoges by ‘amending the law 1o allow

ob resvarch financed by government grants and contracts,

_ Priirversitivs are now devedoping more glteclive programs to identify
atd patent pulentalby uselnl discoveries and o license them i inter-

Cested Hons Wit lew exceplions, such programs have not resulted in sig-
nificant haaneial gaibis 1o universities though greater pains may come in’
the outure, reganttless ol the wocertainty of the cconomic
return, ds retpeids ol public tunds, aniverkities have a responsibility to
Auitiate and unontan clfechive patent and palcm Hdicensing programs o
[ lHll.l;.,t b, |ll|ll|nh\ Lratslier,

H(r\\.l.\l.l

ner that contorue 1o'the pubhc lnterest and to the universities' primary
commitment. o7 teaching and rescarch, Oone important question is
whether unnvestes should prant exclusive or nos-exclusive licenses.

pratent will necessandy remove conipelition, stow the development of the

- patent or even pooceat developanent altogether,
.‘\'l!_huugl{, T sidine 4 dsits,
(Iuwlupmt sl b other cases” eaclusive rights are essential if develop-
menl is bo lahe place since uo tion will expend large suins for (h-velu[h
med that wall pronarily benedit athers.

This, untveraties shouht bhe able 1o negotiate exclusive licenses pro-
vidhind- Lthat seen Tmpurtant "to allow prompt, vigorous
development of the patend to ocour, The degirability of exclusivity incer-
b canes 1n T u,um sl unider carrent federal law, When exclusivity is
allowed, huwever  shoudd be pennitied tor only the interval necessary
to.esn ouiage the lll stvnd development. In addition, the university should
pnsist upon o requreasnt ol doe diligence on the part of the licensée in
developing aod sy the patent, In exertising these responsibilities,

Cuniversilies stundit sech 10 st that theie palents are vigorously de-

TEYRITETIGTRY

the procoss of tansbd g scicudific discoveties into usefud processes and -
applicableto gniversites, wlhich nesd an incentive to identify potentially-

uselul discovernes and o sech companies thut have the resources and

Giversitios 1o own and license patents on discoverics made in the course

Hois nmpoptand thatamiver sies .u!n‘iTﬁ"rster-p'a'l'n'nl*p-|‘r)'grmns—i-n——ana-i-1~-

Somw people lear thid allowing o single (i the sole right to develop a

This fear is exagperated
multipte licenses will undoubledly speed

Gt Wem o

o b

e

YT

=tistoveriesmatready-muderasreatorditlicullies arise. in_corporate, r reh

agrsements where-the sponser-requests-the.right.to.exclusive licenses on’

all discoveries made a tusult of the research funded by the company.
Some of us believe that such exclusive rights aré an appropriate quid pro
-quo for the funds provided for rescavch. Uthers beliéve that the university
should be willing to agree Lo provide instead non-exclusive royalty-free
licenses to the s sponsor, but should not give up its vight lo examine the
approprialeness of exclusivity for cach invention on a case-by-case basis.
This question needs to be addiessed by universities o a continuing basis
in light of their experienie, '

it is important that universities not influence the nature. ol the

research proposed Ly protessors, postdoctoral fellows, or students by

" pressing Lheém to do work ol polential conunercial simportance or. to

hecome involved in tther commercial activities. Professors may choose

;o delay publication o research lindings for a briel period to permit the
timely filing of patent applications, but, ubsent a contractual obligation,

universities should not try 10 prevent faculty members from publishing .

or disclosing their reseach lindings to preserve the universities’ pdll'lll

righls.

Universities should not be hmpropedy  influenced in choosing a-

licensee by the fact that a faculty member,-or the university itself, isa
substantial stockholder or has other significant ties with a particular
—_COmMPpAEny. _ '

Licensing agreements bhelween a university and @ company aré in-

tended to accomplish the transter of technology in an efiective way. In .

thuse rare instances where a Facalty meembee or the university has o-major
fimancial interest in o company seeking such an agreement, amd where
the techuology to be hiceused has been, in whole orin part, devetoped by
the facully member, licensing should ordinarily be on a non-exclusive
basis. Exceptions might arise it the transter of technology is best accomp-
lished thréugh an exclusive arrangement for a limited period, as, for ex-
ample, in the case ol companies possessing unigque skills necessary 1o
such transfer on a limuly basis.

This UnaveERsIYy AND IS Faconry

University protessors have long associated with companies through
consulting and other lypes ol relationships. Such interaction can have
significant advanfage to the univeristy, to the facalty member, 10 the
cotnpany, and to the publuc,
commercial world provides valuable material for teaching and reserach,
carger opportunities fur studeats and supporl for institutional activities.

Notwithstanding these benefits, professors’ relationships with com-

in wany fields, faculty involvement with the -
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mercial Tirois should not e allewsd 10 inlerfers with their overriding
obligwlion 1 the awversity 1o fallifl thuw primary responsibilities of
Cteaching aid e FYINTER T}

bl petatil \‘ wis, Lhe proldems of ac hlevmb lhlS goal have u: ,bumecl

19BL-0.J
hiring universily (Jousnll.mlb dmt act in Llllllull‘[lllv with lhbse, l‘i‘!.,u|d-
tions.

We do not view this sunary statement as the end of the'process of

dbllhbldll()ll on these important issues. Rather, we offer it as a contribus

Ceguny haliag i onipanies clgdge sl inactivilies iova facully wember’s

T l.l.l.}_‘l [TTAYS i ol i growing
techuology tield lor protessuis 1o own significant blocks of st :
merclal sdenprises, v assist o1 the formation of such enterprises, ur even
1o assuine subsiaobal executive respousibilities. Contlicts of interes) may
Carise Hirougly combinations of public funding, private consulting, and

arva ol research These developments uinderscore the meed tor univer-
sities 1o consden the rales aod procedures needed (0 insure that faculty
yaenibers Tl ihelr responsibilities to lem.llln}, and research, and to
davoid.contlicts ob nderest .
At Ui, tie tesearcli on e il 1gj|(‘llL'ul‘ld| e Hultb ufa faculty member .
iy have the potential materially to affect the economic condition of a
compaty - (I such cases, the focully member is often a sabslantial-
stockholder i the Tienr) Under these conditions, investment by the pro-
lessor's vy himiversity o Uwe Diem gives the institution a financial stake
S the activibies of s eoly mwember, This situalion may cause others to
“believe that the winversity cucourages endreprencurial aclivitics Ly its
I‘au':ull_v. Muorcover 11 HY Canse, of appear to cause, the un_ive'rsily 1o ex-
tend pretviential teatinent o the professor, for example, in such matters
as promotioly, spat e or teachiog loads and thas undermine ihe morqle :
i atedenae sotewiny of the istitation. Hence, it is not advisable for
universities 1o nohe such pvesinents unless they ace convineed that
Ahercraie sublicicot salegumds oo avoid adverse ellicts on the moarle of
the tistitabion o on the geadeni I'I:]il“()llb’l]‘ip Detween the university, its
Faculty, and s ahadents, ) ' . .
Mathy approar bes bave Leen nsed by dJHmt nl aniversities to address
these problems. We wnake o 8lof tu specity the proper rules and pro-
cedures 1o be wsed tor s porpose,” The developmest of these rules is a-
matter mternal b cacl univeesily and extends (o all facully members—
stienlists and ronesoentisty alike, Henee, this condercuce does not pro-
vide a proper fornme b wvhidoh o resolve such issues. Difterent vules and
procedures may well be appropriate to suit the specisl circumstances and
Ctraditions ol dificient institntons, ' ' -
Although we see no siogle “right” policy, we do believe that each -
untversity shonld sddress e prablent vigoronsly and make ellorts Lo
publicize widely and eftectinvely 1the rules and procedures it adopts to
avoild cotupronnsing the quality of its teag hing aud rescarch. O instite- |
tons are comuntted o such sn andertaking. i
Weabso teel it Tocudty wasinbers have an obligation not oy to dbl(ie
by the prevailing rules but to nehe these resrictions known W the com- i
pitkes with whiedi e o lkave o relationship. '

Froally o we sugeest tha llill]a ank lnr Copiis ul applic abl: IlJlt,b in

: |. :U el
“thividira

her-consideralion. BFROUpS and in many in-

wtitutions- Wi (-mphas:/e* again that.

l)ludllbt‘d i

naot pulit:'_\;. but an agenda of lssues that may be a useful frame wurk lo; the

development of policy.




