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- BACKGROUND

As you know, American industry is in the midst of a major
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The Society's letter of invitation to speak indicated that

you were aware of Commerce's activity and support of technology

transfér. That is both encouraging and gratifying. This leads

me to devote only a few moments to Commerce's contrlbutlon to the

present state of technology transfer and nore to the efforts

being undertaken to apply this to the Federal laboratories.

economic transition caused in part by a worldwide explosion in

_new technology. U.S. trade deficits are partially explained

new foreign technology which is capturing markets previouslyi

dominated by the U. S.

This challenge‘calls for increased efforts to deliver
Américan inventions, whether publicly or privately created, {
the'marketplace as the core of new businesses and jobs.

The U.S. has been investing 110 billion dollars annualls

R&D. Fifty-five billion is Federally-funded; the other half

private. The magnitude of the Federal investment has raisedf

questions: Does it subsidize foreign competition? Does it

deliver a fair return?

The first question cannot be answered conclusively, but

it is agreed that American industry should have first option

the practical results of such research--but while preserving
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scientific communication. Clearly we should not continue to

ce

the world's largest supporter of basic research without‘deriving-

maximum benefit for ourselves. Nor can we expect to be the free

world's leader if we cannot generate the revenues that innovation

brings to pay our national security'bills.

As to the second question,‘éhe facts strongly indicate that

we could get more from the Federal investment. For example,;

approximately 120,000 patent applications are filed annually

the PT0. Of these, less than 3,000 éover Federally-sponsored

in

research. The remainder are the result of private sector R&D--

including 46 percent coming from foreign sources. Foreign filing

has exploded from 26 percent a decade earlier. It is facts like

these that produced the strong Commerce resolve to remove the

W

barriers and increase the incentives to U.S. commercializatien of

Federally generated products and processes.
DECENTRALIZED IEQ&HQLQQK VANAGEMENT

‘Under past policy, ownership of techhology was often

separated from the R&D organizatiOn that created the technology,

putting it in the hands of Federal ménagers who did not have

?the

information to judge its value and determine the efforts required

to reach the marketplace. Loss of the creator as the owner-

advocate made it difficult to continue the complex process of

delivering technology to the marketplace.

-

Commerce has been a primary force in increasing the

commercialization of Federal R&D results through its advocacy of

decentralized technology management which permits the creatir

organization to own and benefit from its technology. _Ownersﬁip
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brings with it incentives to identify and evalvate sach new!

technology and determine whether it should be published,

patented, copyrighted, held in confidence, trademarked or some

combination of these actions. If these actions result in
identification of a potentlally valuable technology and its
protection, ownership leads to the technology s promotion fd
financial_return. The incentives of possible income, outsid

risk capital and royalty return produced by ownership has al

prompted Federally-funded universities and their publication5

oriented employee-inventors, to identify new patentable
technologies an& assume the complei responsibiiity of managi
them on to the marketplace. |

Eetablishing the incentives of ownership are fundamenta
‘because intellectual pfoperty rights must.be‘identified and

sometimes licensed to justify the investment of private risk

funding in~bringihg public sector technology to the marketpl

For example, failure to establish property rights in a poten
pharmaceutioal.pfoduct by a publicly funaea creating ofgeniz
virtually eliminates private sector developmenﬁ and marketin
because of the enormous costs.attached to clinical trails
required but not paid for by Government. It is not difficul

understand that a strategy that relies solely on the publica

and dissemination of information can be a major deterrent in:

commercializing publlc sector technology. -

LEGISLATION SUPPORTING _EQEHIBALLZED TECHNOLOGY L&EAQEhEHI
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Accordingly, Commerce's oontrlbutlon to the Dole-Bayh Act of

1980,'the 1984 amendmehts to Dole-Bayh, and the President's

1933




patent policy memo have comvined to give unlveroltleu, SMal

businesses and all other contractors the first right of ownership

to their patentable inventions made with Federal funds. The

| Technology Transfer Act of 1986 extends our view of decentralized

managément_to Government owned and operated_labofatories by
permitting Federal agencies tordelegate the ﬁanagemént of
patentable laborétory'téchnology to the laboratory director.
The success of such decentralized management of technol
being recognited_by many states that are planning economic g
~around R&D assets such as universities which can now more fu

cooperate with the private sector. Under the 1986 Act, Fede

ogy is
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laboratories can now be included in this asset base. Commerce's

vision of levé:aging Federél, state, university, and érivate
sector resources és‘a primary means of maintaining'technolog
leadershiptin the world is how possible for the first time.
'While the laws and memo I referred.to are limited to
.patentéble inventions, the President's new Executive Order
implementiné the 1986 Act announced the intent to_extend
sontractortowneréhip to the nonpatentable results of Federal
~-funded rgseétch by permitting federal.contrattors to 6wn.
.technical'data, 1nclud1ng software, made under Federal contr

‘This initiative is directed to creatlng an incentive to
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commercialize ideas that cannot be protected by patent but are,

nevertheless of commerc1al value,

THE QNIVEESl Y XEEE£EHQ, QHD_R QEQELIBALIZ_Q TECHNOLOGY

1 1EN

It is now unclear to what extent the 1986 Act will be




accepted and implemented by our Federal agencies and their
laboratories. As you know, the Federal laboratories employ
‘sixth of the scientific personnel in the U.S., so the stakeé
iﬁplementation are verf high. | | |
Fortunately, there is precedent for doing what the agen
and their laboratories need to do to increase private sector

collaboration. As noted in 1980, acting on the example of g

Department of Healtﬁ, Education, and Welfare, Congress passé

Dole-Bayh Act--that allows small businesses and nonprofit

organizations to own inventions that result from Federal R&D
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funding. The Dole-Bayh Act coincided with a general tightening

of budgets, so universities were quick to recognize inventie
assets that could be licensed and converted into income.

The Dole-Bayh Act like the 1986 Act requires a pbrtion

ns as

of

the royaltles to be bhared with the unlver51ty inventors. This

1ncent1ve broadened the interest of unlver51ty researchers f

mere publlcatlon (which ultlmately destroys the patentablllt
an 1nvent10n) to seeing that their ideas are actually
commercialized.

 Most of the universities established patent licensing

offices which began contacting private industry to promote &
universities' patented inventions. As these university-indt

relationships developed, the universities found that potenti

industry licensees were often interested in the future work
the inventors or other investigators at the university.

Sometimes this took the form of industry offers to support

additional development of an invention or a research projecf
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which in turn, offered the prospect of an invention for
commercial use. Private sector interest also increased in

supporting research beyond that which had led to inventions.

For many universities, (and we are hearing the same thing

from the Federal laboratories now) these offers created a

dilemma. The idea of direct involvement of university faculty

and facilities in commercial enterprises seemed to be a viollation

of traditional independent study. It was feared that private

sector funds provided'as a result of the profit motive might
influence the direction and independence of university

researchers and create a conflict of commitment. Concerns

existed about the clash between privaﬁe industry's désire fdr

confidentiality to prdtect patentability and the academics'

social.interest iﬁ;advancing knowledge coupled with the personal

desire to attain recognition--through the “pdblish or perish"

ethic. Possible conflict of interest situations within faculties

also presented concerns.

I am not diminishing the importance of these concerns when I

say that the universities are not only finding ways to manage

them but are having a grand time passing through this new door to

funds are adding a happy vitality to university research. N

statistic speaks louder to this than the evolution of the So

of University Patent Administrators, from 17 members in 1974

over 600'today. Policies developed to handle the concerns I

mentioned differ. But it is clear that universities have

generally concluded that there is nothing inherently incompa

_ o !
the private sector. New problems to solve, new peers, and n@w
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"with, on the one hand, accepting private sector funds from

royalties on university patents or industry support for profiit-

motivated research consistent with the university mission, and,

the training of scientists to meet society's needs and meeting

other university missions.

As the universitiés developed policies relating to the

private sector, the private sector firms found the universities

to be much more business-like in two respects that are vital
éfféctive techgology transfer. First, the university patent|

licensing officers (most of whom are not patent attorneys as;

their title suggests) now negotiate from a better understanding

to.

of what the university can and cannot do. If a Government funded

invention is involved, clear ownership of the patent allows the

university to make agreements without the uncertainty and time

loss of review by a Federal agency. This certainty is vital

successful negotiations.

Second, if contlnued research involvement by a unlver51:y

to

inventor or laboratory in the innovation process is desired by

the industry licensee, the unlver31t1es are willing to work out

reasonable terms. In many cases, there is no substitute for;

inventor's special knowledge, insights and dedication.

the

I do not wish to imply that Federal patent policy can take

all the credit for bringing academia and business into close:
cooperation, A few‘farsighted universities have pioneered ti
types of cooperation that have led to Silicon Valley, Route
and the North Carolina Research Triangle. In some happy

situations, there has been close cooperation between univers
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and incustrial concerns for years. ‘ihat the new Governnent
patent policy did‘was help prod all universities to use the)
results.of Government funded research to promote the | |
opportunities of cbllaboration wifh industry.
THE PRINCIPLE OF DECENTRALIZED TECHNOLOGY

The Federal patent policy of the Dole-Bayh Act and néw t
EederallTechnology Transfer Act of 1986 ?rovide'four ingredie
necessary for'succeSSful transfers of public sector inventicn
industry: | |

1. A rpyalty incentive for an jinventor to réport an

invention and participate in its future development for
commercial use. ‘ _ _ | | _ _

é. The financial incentive for a university or Federal
laboratory to allocate'resources to patent and promote commelr
use of a Federally-funded invention. | |

3. An incentive for a private firm to invest in a
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Féderally-fgnded invention based on the protection provided by a

university or Federal laboratory license.

4, Cleaf authority'for a university or Federal laboratecry

to-negotiate.a license and cooperative research projects which

enhance the possibility of marketable technology.

EXPECTATIONS UNDER THE 1986 ACT

The Federal laboratories are_much like universities. Since

 they produce no products, their inventions must be transferred to

industrial concerns if the public is to bénefit‘frqm them. - The

GAC report on "Patent Policy: Recent Changes in Federal Lawj

Considered Beneficiaif (GAQ/RCED-87-44) suggests what the Feg
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laboratories who implement the 1986 Act might expect. GAO
reports that invention reporting, licensing, and cooperative R&D

arrangements at universities have all increased by large

percentages since the passage of Dole-Bayh in 1980. We be;ié#e-

there is reéson to'expect even better results from the Federal
laboratoriés because they are dealing with applied research which
ﬁay generate more fechnology than the basic research done at
universities., But this will not happen'Withoutrcohsiderable
additional effort from those that make up the process of
deiivering new laboratory technology to the ﬁarketplace.
STATUS OF IMPLEMENTING THE 1986 ACT ‘

To activate the cooperative agreément éuthority of the 1986
Act, each Federal_agency must identify those laboratories it
believes can manage teéhnology and make a positive‘delegation
of such authority. While a number of agencies haﬁe started this
process, no agency has completed such a delegation.

All the agencies are t;bubled by the same concerns
identified By universities when those universities began man%ging
technology. In addition to these concerns, agency level
officials ére cqnsidering'the.degree of oversight they shoulé
undertake regafding a delegation to their individual

laboratories., A further complication is the lack of experienced

technology managers at the.laboratory‘level. This, in turn,
raises the question of whether the laboratories should be
required to identify and commit resources to technology managers
as part of the_agency agreement to make the-delegation to the

laboratory.




HE 1286 ACT

CONMERCE

These qdestions-and many more are being debated across t
Government agencies. In response to the priority placed on f
enhancing R&D coo?ératidn between Féderally-funded laborator:
and the private sector by the Administration and Congfess;
.Commérce is establishing an Office of Federal Technology
Management uﬁder the Assistant Secretary for Producfivity,
Technd;ogy and Innovation._ This new Office wiil be the
Department focal point for implementation of the cooperative
and licensing activities as envisioned by the 1986 Aét.

To be effective, the Act, as f notéd, requiresrdelegatic
authorities from the head of each agency to its laboratories;
the Commerce bepartment the Secretary has made the initial
delegation to the Under Seéfetary for Economic Affairs who ha
organized a'Departmentél Committee for further implementation
When the Department's laboratories develop their internal
implementation plans.and procedures, the Under Secretary wilk
delegate operating :esponsibilitieé to them. To assist our

laboratories (and those of other agencies) in developing an

he

es

R&D

n of

In

]

implementation plan our Federal Technology Management staff has

created a schematic of the decision making process that a

laboratory needs to.successfully'identify research projects and

technology that have commercial potential, protect that

potential and, finally, promote such projects and techhology

for

private sector collaboration and marketing. With this schematic

we beliéve laboratories wili be alerted to the duties that need

to be undertaken to manage technology and will assist'their
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Department management in determining the level of resources
needed to implement the Act at individual laboratories.

The Act also assigns three Government-wide roles to

Commerce. The first is to provide what can be called 'technical

assistance' to other agencies and their laboratories. To this

end, Commerce's'Federal Technology Management staff has developed

a preliminary model cooperative R&D agreement that laboratorlies

can use as a guide in specific situations. Further, we are
nearing completion of a set of educational materials for

laboratory managers and staffs on how to take advantage of t

new legislation in managing technology. These materials are

scheduled to be made avéilable to the agencies and their
laboratories in July. | | |
The_second Government-wide role iﬁvolves reporting to t
President and Congress on agency activities under ﬁhe Act.
have contacted the agencies with significant'léboratory
'complexes, and are organizing an interagency implementation
committee. One of the first. things the committee will consi
is the type of information that will be needed to produce a
useful report. In addition to helping with the report, .
considering this question now will focus attention on the ac
that agencies need to take in the near futhre,
.The third Government-wide role is for the National Bure
Staﬁdards to provide administrative support to the Federai
Laboratory Consortium (FLC). A memorandum of understanding

been completed between NBS and the FLC, the FLC has appointe
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staff liaison officer, and I understand that FLC work is
progressing.
In addition, the Department is reviewing other statutes

determine whether amendments are necessary to make them

consistent with the 1986 Act. For example, the new Office of

Federal Technology_Managemént will be respohsible for the

regqulations under which all agencies license inventions they

own,

particularly those made by Federal_employees. These regulations,

and perhaps their underlying statutes will be reviewed for

improvement opportunities. We are also investigating ways to

improve commercial use of Federal technology other than_-'
inventions such as computer software.

If you wish.copies of the schematic, model cooperative |
agreement or training materials they will be available throus

the Office of Technology Management at 377-0659.
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