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| u'The Honorab]e Robert Dole
~United States Senate A‘,~»VT--
wash1ngton, DeC 20510

" Dear Senator Dole:

, 1 very much apprec1ate rece1v1ng your 1etter of August 14 on your s
activities in the area of patent 1eg1s]at1on and techno1ogy transfer. The_ T
amendment you introduced to Senator Kennedy's Health Research Bill is timely - '~ -
and should slow down further erosion of the patent situation. We are most Lo

- interested in the follow-up bill which you plan to 1ntroduce w1th Senator Bayh;.’\;;,;

I have contacted Ms. Levenson for a copy. ' : i _ Co e

In the ba]ance of th1s 1etter, T exp1a1n why Penn State encourages SRR
invention by faculty researchers, I cite examples of effective technology .~ "
transfer, and I examine the value of institutional patent agreements to this *~ -~
University. Perhaps some of th1s mater1a1 w111 be he?pful to you and your - .
staff. . p

- Th1s Institution fo]lows a cTear]y stated patent pol1cy, wh1ch is described‘:”
in a booklet distributed to facu1ty and sponsors. . {We have had a formal - -~
patent policy since the 1920's.). Invent1ons and patents 1n a un1vers1ty setting
are 3ust1f1ed pr1man1ly for two reasons : R AR

.(1) The award: of a pétent is a recogn1t1on of 1nnovat1on and

' creativity that complements the more usual recogn1t1on of
- - faculty through their publications in scholarly journals.
. A patent policy provides- encouragement and reward for _

AT _facu]ty 1nvent1veness RO S

(2) The patent systen in the Un1ted States properly emp]oyed o
- ~is a low cost and effect1ve means. of promoting. technology
. transfer, i.e., moving'a good idea from- the “bench"-to. " .~
- the market, to benefit society. . Without -the protection
of -at Jeast- 1imited-term exc1us1v1ty, ‘most* companies are ..
~unwilling to risk large investments to’ br1ng unproven new.-; o
ideas through the research and deve1opment, manufacturing,;-_il"
.~ tooling, advert1s1ng, and marketing phases “Patent T
“ royalty is a relatively small factor in .the overa11 cost R
~-of br1ng1ng a new product to. market But patent* rotec-
: t10n is cruc1a11y 1mportant sl
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The University and the facu]ty need a c1ear1y stated patent p011cy to.
avoid misunderstandings and abuses. Our policy prevents abuses such as ¢
bottling up or restraint of valuable patents, unreasonable licensing fees,
-and excessive earnings from royalties by inventors., . .Our policy has evolv
over the years, and changes in handling patent matters by federal agency
sponsors have, of course, influenced our decisions. -In- part1cu1ar, we f¢
-~ the HEW gu1de11nes closely, e.g., the ce111ng on the 1nventor 5 share of

roya1t1es is taken d1rect1y from HEW po11cy SR U

In summary, 1nvent1ons and patents are hand]ed under a c]ear]y state
- policy which protects the Un1versity, facu]ty, sponsorlng agencies, and t
';_pub11c : | ‘ S e , o

support of research at Penn State. Competitive proposals are invited ann

Un1versity patent p011cy requ1res that roya1ty 1ncome be used for tt‘
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from faculty members, and based on the funds ava11ab1e grants ranging inl o

size from $3,000 to $10,000 are provided to faculty in support of their .”ff?°fo':fpa

. proposed investigations. During the past f1ve years th1s research suppor
~~ has averaged $24 000 annua11y I . _

Examples of Techno]ogy Transfer

Three examp1es of 1nvent1on and techno]ogy transfer are as fol1ows-:

{1) A series of patents has been 1ssued to Penn State 1nventors

covering hermetically sealed cardiac'pacemakers.- One version |

is rechargeable with a 3-year Tife between charges and a -

. 20-year total life. "On a limited-term exclusive basis, three“ I

of the series of patents have been licensed to Intermedics-
: .Corporat1on a 1arge U.S. manufacturer -of cardiac pacemakers
- Built~in telemetry is a feature of these: pacemakers which is
a significant contribution to medical science.  Telemetry.

~provides. detailed information on the condition of the battery T

and the pacing circuitry. It also perm1ts re—programm1ng .
in situ, for example an adJustment in pacing rate. It is
_expected that "recalls" which in the past have requ1red
reoperation on the patient will be drasticaily reduced -
because the new pacemakers can be thoroughly and rap1d]y
checked out by: te1emetry w1th m1n1mum 1ncenven1ence to the
pat1ent ' R SR

(2) The second examp]e is a new amm0n1a fert111zat10n techn1que

The process converts gaseous ammonia into a stable 11qu1d gas._

mixture which is 1n3ected into the soil and trapped, using
-+ plows, knives, or discs. ‘' The process reduces Toss of ammon1a
~to the atmosphere and eliminates a tilling process, thus '

~saving energy, time, and mach1nery maintenance. The “invention 3

'_has been licensed to U.S. Steel's Agri-Chemicals D1v1s1on and
s be1ng marketed under the name "Co1d FTow.?jlat




.
fe

an incentive and recognition of inventiveness. Having a good idea is not:

" commercial firm is somehow evil or deprives the public, apparently stems
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(3) A patent on a new slow-release mushroom nutrient has. been
licensed to Spawnmate, Inc., San Jose, CA. The patent
covers a denatured protein-vegetable oil compound that -
feeds mushrooms and only mushrooms throughout their growth<

cycle. Spawnmate invested approximately $500,000 in final = |

R&D work and p]ant equipment for product1on It ois now
marketed widely in the United States. “Tests show a 40%
greater yield from the same bed area ‘as a result of the
timed release of nutrient. Pennsylvania -is the largest

mushroom-producing state in the U.S.: and this invention 15f[1_:t

thus of particular importance locally. Competit10n from - -
Taiwan, Korea, and other low-labor cost areas has been - .-

putting tremendous pressure on the processed—mushroom Part B

of the industry in this country. The new fertilizer is
expected to be of s1gn1f1cant value 1n strengthen1ng U S
producers _ _

In all three of these cases, tang1ble advances capab]e of sav1ng ene
jobs, and lives would not have happened without a patent system which pra

enough by any means; a policy and reward structure are needed to encourag

"going to market." Until a new devtce or process s commerc1a]1zed and s
it cannot benef1t the pub11c L :

Inst1tut1ona] Patent Agreements .

At the present time, Penn State has one IPA w1th the DHEW.  The val
this arrangement is that it promotes technology transfer and at the same
saves a great deal of paperwork and-administrative costs. We know from t
beginning of each DHEW grant that if a useful 1nvent1on occurs - and ‘this

a big "“if" since inventions are the by-product and not the object of our |

research - that Research Corporation represent1ng Penn State can proceed

patent1ng ‘and marketing. (Research Corporation is a not-for-profit paten

service company.) In contrast to this simple arrangement, inventions tha
occur in the course of say a DOE-sponsored project must be taken back to
agency on a case-by-case petition basis. The documentation accompany1ng
pet1t1on for approval to patent and market is 1engthy and expens1ve becau
it ties up skilled manpower, . : : _

An 1mportant by-product of working with IPA's-is the_encouragement 0
the institution to develop rational policies that are fair and protective
all of the parties invoived, i.e., the inventor(s), the licensee, the
un1vers1ty, the agency, and the public. In short, IPAs push the instituti
and agencies in the direction, of well-planned and 1nte111gent patent poli
des1gned to bring oyt the best and eliminate abuses. - An IPA is by no mea
a giveaway; there are positive benefits to the funding agency, to- the uni
sity and the inventors, and most of all, to the pub]1c

The idea that patents and/or the exclusive 11cens1ng of patents to a

a lack of understanding of the r1sk—tak1ng and 1nvestment of resources re
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to take even relatively s1mp1e'1nvent1ons from the concept stage to the market-
place. Most inventions require additional research and deve]opment, plant
equipment, market surveys, advertising and marketing costs.  Industries will:

not invest millions of dollars while 1eav1ng themselves wide open to.johnny~-
come-lately competitors who can move in at the eleventh hour with a copy of
the new device, and market it at lower cost having avoided the r1sk tak1rg;_;
and deve]opment costs 1ncurred by the or1g1nator : -

Government 0wnersh1p of Patents

At the present t1me, the Federa] government owns thousands of patents
freely available to everyone but which are not be1ng applied. That very S
availability discourages needed R&D and cap1ta1 investment, and thus it has .

a negative effect on technology transfer. ~ The public is the Tloser because__:
good ideas, 1mprovements ways to save money or do things better for thei
~same money, remain "on the shelf." To move still further in the d1rect1on of
government sequestering of patents is illogical. It would reduce the. B
effectiveness of university patent systems. I emphasize this point becaqse '
of the low priority which patents have among most faculty. researchers Their
greatest rewards and measures of success in career development are-in terms
of papers published in refereed journals. Not infrequently, there is ac
conflict between early publication and filing for patents é_although’bott,can
be accommodated in most cases. If the message is received on campus that .
patent rights are no longer possible and that the possibility of roya]ty '
income has been taken away, faculty and hence their’ 1nst1tut1ons w111 very S
rap1d1y give up on 1nvent1ons and patent1ng ' C e

Conc1us1on

I have rev1ewed the pos1t1ve reasons for our encouragement of the 1rvent1on
process, based on a.clear-cut policy. Effective technology transfer ‘has been
111ustrated with three current examples at Penn State . 1

I believe that our DHEw Inst1tut1ona1 Patent Agreement (IPA) 1s effectave
and advantageous for the University and for the public through commerciali zat1on

of good ideas. It follows that the IPA is also advantageous to ‘the sponsoring
agencies (and the taxpayer) because it results in effective techno1ogy transfer
at no additional cost and V1rtua11y no paperwork . , :

F1na11y, the IPA provides adequate safeguards for the pub11c 1ntere<t,
and the funding agency in applying this means of promoting technology transfer.
Improper royalty income distributions or "bottling up" of compet1t1ve new
“ideas by 1ndustry and other abuses are prevented ' ‘
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I apologize for the length of this letter, but it is indicative of
interest in maintaining and improving our patent program.
will be successful in expanding this forward-looking IPA means of handli
patents to include alt federal funding agencies. Thank you again. for wr

RGC:cah

cc: Senator Richard S. Schweiker

Senator H. John Heinz, III

Sincerely yours, - =

of opur

I hope that you - .
ng .
iting.. .

" Richard G. Guhn1ngh5ﬁ\ R
Vice President for Research -~ ..
and Graduate Studies - .

Professor of Mephanica1fEngineefihg’,‘g




