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June 10, 1994

Norman J. Latker, Esq.
Browdie and Neimark
419 7th Street, NNW.
Washington, D.C. 20004

Dear Norm:

It is a real pleasure to inform you that you have been
unanimously chosen by the Board of Directors of the Association of
Federal Technology Transfer Executives (AFTTE) as the first
recipient of the Vannevar Bush Award for Outstanding Contributions
to the United States of America in Technology Management. The
Bush Award is given to an individual who has increased U.S.
competitiveness through successful public technology management.
It is certainly fitting that you are our first honoree.

To say that you are the father of modern technology
management in the public sector is not an exaggeration. Your vision
in creating the Institutional Patent Agreements while at the National
Institutes of Health was the first instance of effective decentralized
technology management in our public sector. Your later work in
helping to shape the Bayh-Dole Act, drafting its implementing
regulations while at the Office of Management and Budget and the
Commerce Department laid a solid foundation that we are still
building upon.

You were a pioneer in seeing the contribution that the federal
laboratories could make to the U.S. economy based on the success
of universities in managing their R&D through collaboration with U.S.
industry.

You drafted the prototype of the Federal Technology Transfer
Act in 1983 and continued to struggle for its passage despite
overwhelming obstacles resisting this historic change in policy. You
were a central figure in extending Bayh-Dole coverage to university-
operated federal laboratories in 1984. The final passage of the
Federal Technology Transfer Act in 1986 was based upon the work
that you led in building a consensus that the time had come to re-
examine the relationship between the laboratories and the private
sector. To say that you faced an up-hill struggle is no small
exaggeration.
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NDRMAN J. LATKER RECEIUES FIRST URNNEUAR BUSH AWUARD
IVASHINGTON, July 11 /PRNewswire/ -- Norman J. Latker, a
recognized expert in the field of federal technology transfer,
has been named the first winner of the Dannevar Bush Award
for significant contributions to the U.S. in technology
management aimed at furthering America’s economic
competitiveness, the Association of Federal Technology
Transfer Executives (AFTTE) announced today.

The award will be presented during ceremonies at 9:80 a.m.,
Wednesday, July 13, The Grand Hotel, 2358 M Street, NLU,
Washington, D.C., by AFTTE. AFTTE was formed in 1992 to bolster
the professional development, training and education of
technology transfer personne! within the federal government.

Department of Commerce's Deputy Under Secretaruy, Gary B.
Bachula, wiil present the award on behalf of AFTIE.

Increasing American global competitiveness through the use
of technologies developed in federal research facilities is a
key federal government activity and priority of the 19980s.

President Bill Clinton said, "The private sector must maintain
the initiative to keep our technological edge, but government
has an indispensable role. The extraordinary talent at our
national laboratories must be utilized to keep the U.S. at the
forefront of civilian and military technology.”

Latker helped create the mechanisms for fostering U.S. public
and private sector economic cooperation that is becoming a
keystone of U.S. economic policy.

While almost every other budget segment was cut, the
administration asked for more than $71 billion in spending for

13~TJuly-94 America Online: LesiW2 Page 1
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féderally funded R&D in fiscal year '93, roughly a 4.1 percent
increase over current levels. The civilian R&D budget would
climb $1 billion to $32 billion.

AFTTE President Joseph P. Allen, director of Training and
Economic Development with the National Technolaogy Transfer
Center (NTTC), said the Dannevar Bush Award is presented to
an individual whoe has furthered U.S. economic
competitiveness through significant contributions to the field
of technology management.

Allen said the award honors the memory of Uannevar Bush,
who had a long and productive career as a scientist, inventor
and government official.

"In essence, Bush became the father of government support
far research and development activity that we know today,"
Allen said. "It is fitting that the award recognizing significant
contributions to technology management carry his name."

Bush suggested how to re-direct World War 11's research and
development (R&D) effort into civilian uses to President
Frankiin D. Roosevelt. Latker spearheaded public technology
management by helping craft laws and their implementation
allowing R&D to benefit U.S. private companies.

Bush pointed out to President Roasevelt in "Science: The
Endless Frontier," that for the U.S. to get ahead in
international trade, there must be a stream of new scientific
knowledge to turn the wheels of private and public
enterprise.

Bush's recommendations are being realized because Latker's
later work allows universities and federal laboratories to

13-July-94 America Online: LesW?2 Page 2
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manage their research and partner with U.S. industry to
pursue commercial markets. Latker was instrumental in the
Bayh-Dole Act of 1988, which apened universities to
collaborative R&D, and the Federal Technology Transfer Act of
1986, which opened federal l1aboratories.

Latker is a pioneer in seeing the contribution that the federal
laboratories could make to the U.S. economy based on the
success of the universities' collaboration with U.S. industry.

Latker, managing attorney with the Washington, B.C., firm of
Browdy and Neimark, has a long history of contribution to the
field of federal technology commercialization through his
work allowing universities and federal Iaboratories to team
with U.S. industry to commercialize new products.

Latker was the first director of the U.S. Department of
Commerce's Office of Federal Technology Commercialization.
Prior to that he served as patent counsel of the National
Institutes of Health.

As a result of Bayh-Dole, the amount of industry funds
invested in university R&D increased 1608 percent since 1930.
Meanwhile, the number of patents being produced by
universities increased 580 percent since 1988.

The National Science Board's 1993 Science & Engineering
Indicators nates that the university sector is performing a
larger share of research in the U.S. than in the past. In 1985,
universities performed 9 percent of the total R&D, but by the
end of 1993 that figure has risen to 13 percent. In contrast,
the amount of R&D performed by industry fell frem 72 percent
to 68 percent. However, some decline is attributed to growing
university/industry teaming set forth in the Bayh-Dole Act. The

13-July-94 America (nline: LesW2 Page 3
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entire nation has entered a new phase of partnership
between the public and private sectors because of the tools
Latker created.

The 1993 direct economic returns fram academic technology
transfer include: $9 billion of products sold, 53,880 new jobs,
$1.8 billion in tax revenues to all levels of government and an
economic impact growth rate of 25-30 percent per year.

Federal laboratories are now beginning to make similar
progress. -8- 7/11/94 /CONTACT: Gerrill Griffith or Diane
Hedinger of NTTC, 888-678-6882/

CO: Association of Federal Technology Transfer Executives;
National

Technology Transfer Center ST: District of Columbia IN: SU:

Transmitted: 94-87-11 16:86:31 EDT
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MELVIN GC. GARBOW
1200 NEW HAMPSHIRE AVENUE, N.W.
WASHINGTON, D.C. 20036-6885

August 2, 1994

VE

Norman J. Latker, Esq. AUG - 3 m
Browdy & Neimark j
419 7th Street, N.W. Browdy&”e‘m'k
Suite 300

Washington, D.C. 20004
Dear Norman:

Les Weinstein called me to advise of your recent
receipt of the Vannevar Bush Award. That is a wonderful
achievement and I offer you my warmest congratulations.
I look forward to buying you a celebratory lunch in the

near future when you can tell me what you did to deserve

the award.
Best regards to Carol.

Sincerely,

Al

Melvin C. Garbow



DRAFT

July 22, 1994

Mr. Joseph Allen

President - elect

The Association of Federal
Technology Transfer Executives

316 Washington Ave.

Wheeling, WV 26003

Jel

I would like to again express my thanks to you, Jon
Soderstrom and the Board of Directors for chosing me as the first
recipient of the Vannevar Bush Award. It was the most welcome
recognition I have ever received and made clear that our work was
well worth the effort.

Dear T

I hope you and AFT?2E continue your good work and the I
can provide you with some assistance.

| Best Regards.

Sincerely,

Norman J. Latker

NJL:ekd
cc: Jon Soderstrom
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June 10, 1994

Norman J. Latker, Esq.
Browdie and Neimark
419 7th Street, N.W.
Washington, D.C. 20004

Dear Norm:

It is a real pleasure to inform you that you have been
unanimously chosen by the Board of Directors of the Association of
Federal ‘Technology Transfer Executives (AFTTE) as the first
recipient of the Vannevar Bush Award for Outstanding Contributions
to the United States of America in Technology Management. The
Bush Award is given to an individual who has increased U.S.
competitiveness through successful public technology management.
It is certainly fitting that you are our first honoree.

To say that you are the father of modern technology
management in the public sector is not an exaggeration. Your vision
in creating the Institutional Patent Agreements while at the National
Institutes of Health was the first instance of effective decentralized
technology management in our public sector. Your later work in
helping to shape the Bayh-Dole Act, drafting its implementing
regulations while at the Office of Management and Budget and the
Commerce Department laid a solid foundation that we are still
building upon.

You were a pioneer in seeing the contribution that the federal
laboratories could make to the U.S. economy based on the success
of universities in managing their R&D through collaboration with U.S.
industry.

You drafted the prototype of the Federal Technology Transfer
Act in 1983 and continued to struggle for its passage despite
overwhelming obstacles resisting this historic change in policy. You
were a central figure in extending Bayh-Dole coverage to university-
operated federal laboratories in 1984. The final passage of the
Federal Technology Transfer Act in 1986 was based upon the work
that you led in building a consensus that the time had come to re-
examine the relationship between the laboratories and the private
sector. To ‘say that you faced an up-hill struggle is no small
exaggeration.
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You were instrumental in the issuance of Executive Order 12591 making this law
the centerpiece of Administration technology management policy. You created the
Interagency Committee on Federal Technology Transfer so that the various agencies
could work together to successfully meet the new challenges of the law.

You designed the Department of Commerce's implementation of that Act. Your
system has allowed the National Institute of Standards and Technology to be hailed by the
Council on Competitiveness as a model in processing cooperative research and
development agreements with a minimum of red-tape.

Finally, you also were a key figure in forcing a re-examination of government
science and technology policy agreements to bring them into line with the new technology
management policies of the U.S. so that they would no longer be instruments for giving
away taxpayer-supported research and development.

Like most pioneers you were frequently misunderstood and feverishly fought by
those who feared change. You willingly paid the price required of those who dare to move
beyond the bounds of conventional thinking. Not only have public technology managers
benefitted by your actions, but the entire nation has entered a new phase of partnerships
between the public and private sectors because of the tools you created.

AFTTE would be honored if you could join us on July 13, 1994 at our Third Annual
Meeting which will be held at the Grand Hotel, 24th and M Streets, N.W. Washington, D.C.
We would like to present your award at the plenary session at 9:00 a.m. Please let us
know if you have any questions.

Again, congratulations. The members of AFTTE are looking forward to personally
thanking you for your tremendous achievements in public technology management.

Sincerely,

Jon Soderstrom
President

Joseph P. Allen
President-Elect

cc: Board of Directors

mALIARNA SRA NALINAS AT AANV/ANTIANAL TRINYInNMn INEFAT FOAWN VIV FRZAN/6&3 T 00 10 MORE T B0 S0 00 M 000 00 IV D1 1095 ot 10=1



-2-

You were instrumental in the issuance of Executive Order 12591 making this law
the centerniece of Administration technology management policy. You created the
Interagency Committee on Federal Technology Transfer so that the various agencies
could work together to successfully meet the new challenges of the law.

You designed the Department of Commerce's implementation of that Act. Your
system has allowed the National Institute of Standards and Technology to be hailed by the
Council on Competitiveness as a model in processing cooperative research and
development agreements with a minimum of red-tape.

)

Finally, you also were a key figure in forcing a re-examination of government
science and technology policy agreements to bring them into line with the new technology
management policies of the U.S. so that they would no longer be instruments for giving
away taxpayer-supported research and development.

Like most pioneers you were frequently misunderstood and feverishly fought by
those who feared change. You willingly paid the price required of those who dare to move
beyond the bounds of conventional thinking. Not only have public technology managers
benefitted by your actions, but the entire nation has entered a new phase of partnerships
between the public and private sectors because of the tools you created.

AFTTE would be honored if you could join us on July 13, 1994 at our Third Annual
Meeting which will be held at the Grand Hotel, 24th and M Streets, N.W. Washington, D.C.
We would like to present your award at the plenary session at 9:00 a.m. Please let us
know if you have any questions.

Again, congratulations. The members of AFTTE are looking forward to personally
thanking you for your tremendous achievements in public technology management.

Sincerely,

Joseph P. Allen
President-Elect

Jon Soderstrom
President

cc: Board of Directors
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A Win-Win Philosophy for
Technology Management

Norman Latker

In 1690, John Locke asserted that constitutional government
could only be effective and legitimate if it recognized and
preserved the natural rights of man including the right to life,
liberty, and property. This was crystallized by his belief that “a
man has a right to what he hath mixed his labor with.” Locke’s
proposition is widely understood to be the underpinning of our
Constitution. Locke’s writings further made clear that he
broadly construed property to mean virtually ‘the entire
personal sphere of what is a man’s own, including his ideas. This
principle was specifically manifested in our constitution by the
grant of power to the Congress to secure for limited times to
authors and inventors the exclusive right to their respective
writings and discoveries. Congress’ enactment of the patent
and copyright laws demonstrated its belief that the right to own
intellectual property is a right of man and a necessary element
for successful constitutional government and the promise of
prosperity envisioned for such governments. Similarly, all state
laws protect the right of individuals to maintain trade secrets.

Neither the Constitution nor the respective implementing
laws guarantees any right to the employers of such authors or

*Norman Latker is Vice President, Legal and Technology Affairs,
University Science, Engineering and Technology, McLean, VA 22102; he
was formerly Director, Office of Federal Technology Management,
Department of Commerce and Patent Counsel, Department of Health,
Education & Welfare.
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2 Norman Latker

inventors. The failure to address the rights of employers is not
surprising because in 1787 writers and inventors were in most
part self-employed. But as that fact changed, the common law
addressed the relationship between employers and employees
by upholding the assignment of a person’s ideas as a condition
of employment. This evidently was based on the belief that
employers and their prospective employees were on an equal
footing at the time of hiring, and there were no overriding
national issues which need interfere with their freedom to
contract. This seemingly logical rule of law eliminated any
future need on the part of employers to examine whether it was
equitable or desirable company or social policy to require the
assignment of ideas solely as a condition of being employed. No
further consideration was given to the fact that such ideas were
not yet made and could not be evaluated to determine their
future value to society. It does seem clear, however, that given
a possibility of equal footing, the law intended that employees
would negotiate for a value “in what he hath mixed his labor
with.” But as time passed, it became evident that employees
would not achieve such footing.

It was in the context of this right in employers (including
its acceptance and application by the federal government)
coupled with the growth of large private and public organiza-
tions and the concentration of research funding in these
organizations that the rights of authors and inventors faded into
obscurity in the 1950’s and 60’s. Interestingly, at the same time
the public perception of these organizations became increas-
ingly critical. It seems appropriate to suggest that as latter day
Edisons and Westinghouses became obscure within these
organizations, the public lost its ability to relate to the organiza-
tions’ achievements and began focusing on their problems.

Indeed, Congress later refused to join business (other than
small business) to Bayh-Dole because of the near universal
requirement for assignment of ideas of employees without
additional remuneration as a condition of employment.

It was within this environment that the leadership of the
Society of University Patent Administrators (supA) began a
long struggle to gain control of ownership of inventions made
with public research funding. This undertaking was driven by
the understanding that successful application of university
technology by industry must be a win-win situation aimed at
mutual respect in which all participants, including industry and
the inventor must benefit equitably from the result. From the
beginning it was understood that any return from industrial
licensing must be shared with the inventors that produced it
based on predetermined agreement.



Technology Management at Universities 3

Victories in the executive branch came in the late 60’s at
the Department of Health, Education and Welfare, then in the
early 70’s at the National Science Foundation, but impending
reversal at HEW in 1977 and intransigent bureaucratic
resistance made it clear that strong university technology
management offices could not be built on the shifting sands of
executive policy.

Perseverance of the supA leadership finally delivered the
Bayh-Dole Act of 1980 and through it later a coherent govern-
ment policy aimed at further decentralizing technology manage-
ment by permitting all federally funded creating organizations
and their investigators, first at universities and then at federal
laboratories, to own and benefit from the application of their
technology.

Well ... principles are fine, but there will always be
people who legitimately question whether they work in practice.
There are a number of items that lead to the conclusion that
the principles embodied in Bayh-Dole are working better than
even its advocates expected.

In their last report on Bayh-Dole, the GAO indicated that
in addition to increased university invention reporting and
licensing, the funding of cooperative arrangements between
universities receiving federal R&D funds and industry has
grown 74 percent from $227 million in FY 1980 to $482 million
in FY 1985 (in constant dollars). Average private funding of
universities has risen to between 6 to 8 percent.

The University of Minnesota study, “University Patents
Issued in 1987,” verifies that invention reporting has drama-
tically increased: Over 900 patents issued to universities in
1987. That is four times the 230 patents that issued in 1976!

Nineteen seventy-six was the last year in which the
Department of Commerce collected statistics on patents issued
to federally funded research performers. In that year, the total
number of patents issued for all federally funded research
performers regardless of their ownership was approximately
1800 and was headed down on the basis of the trend set by the
prior five years. There is no evidence that, for performers other
than the universities, the statistics reversed after 1976. In fact,
a report by the Patent and Trademark Office in February 1988
suggests that they still may be declining.

But presuming that since 1976 they remained flat for other
performers, the total number of patents issued in 1987 for all
federally funded performers would be approximately 2500,
including the 900 attributed to universities. That makes the

- university portion 36 percent of the total, which means that
university research, with approximately 10 percent of the
federal R&D budget, is producing over a third of the resulting
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patents. Even more fantastic is the fact that unlike the other
performers this is being done at virtually no cost to the
taxpayer. Further, the fact that the patents are being paid for
by the universities or its licensees also suggests that they are
patents that were filed after careful consideration. Can there be
much question that the incentives of Bayh-Dole have worked?

Although we can be genuinely encouraged by these
statistics, the report from the Patent and Trademark Office is
not bright. Of the 90,000 patents issued in 1987, 47 percent
went to foreign nationals, up from 45 percent in 1986. This
marks a continuation of a trend that has seen the overseas
share of American patents double over the past 20 years while
the number of patents going to American nationals has
remained static. Patents received by U.S. citizens have been
steadily falling from a high of over 50,000 in 1972 to below
40,000 in 1985. At the same time scientific papers published by
industrial employees slipped from 12,200 in 1973 to 10,400 in
1980. Yet R&D budgets grew 80 percent to about $52 billion
from 1975 to 1985. With increasing expenditures and decreasing
output, the OTA concludes that American R&D is exhibiting
all the classic signs of declining productivity.

But in the midst of this industrial gloom a glimmer of hope
comes from the current trend to restructure corporate America.
One of the principal lessons of restructuring, just about
everyone agrees, is that an experienced operating manager
given the right guidance, liberal incentives, and enough free-
dom, can almost invariably do a-better job generating value
from a business than someone from corporate headquarters. So
the lessons of decentralizing are also being undertaken by
business. If these liberal incentives lead to better policies on
remunerating their employed inventors, Bayh-Dole suggests
their statistics on patents will surely improve. I think start-up
companies already understand the need to take care of their
inventors. :

Washington still has a significant number of people hoping
to manage the next big science project. Each project is sup-
ported as the answer to our competitiveness problem. “Mr.
President, fund this one and we promise you that the by-
products that will result will vault us ahead of foreign competi-
tion in any area of technology touched by the project.” But the
past has shown that those who gain control of the funding
demand control of resulting technology on grounds that inability
to direct the actions of the creator will impact on the funder’s
targeted result.

The members of supa have learned that it is possible and
probably imperative to address both the directed and the
serendipitous results of science. Indeed, the serendipitous result

s vasw wammewam —ememee - — — o ——— ) - -
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could be the initial step to a technology of greater importance
to society than the directed or funded result. The most common
problem of large research programs has been the lack of
understanding at the funding level on how to manage seren-
dipitous results. Bayh-Dole responds directly to that problem.
In fact, the state of the art in technology management has
advanced to the point where it is legitimate to challenge the
funding of science projects that will not be managed by agencies
under Bayh-Dole principles. The projects that immediately
come to mind are the Superconducting Supercollider and
Mapping the Human Genome, both of which are advocated by
the Department of Energy.

If I have not made my point, I believe this last story
demonstrates it. A few weeks ago a friend called at the request
of his son, who is a computer scientist at one of the major
universities. My friend’s son wanted me to know that with the
assistance of his university he had just concluded the licensing
of a software program he designed for a significant return and
on the basis of this he has decided to reject a job offer from a
major company. He felt that the opportunity to pursue his own
research to completion and still share in the value created was
something that could not be met by the offer.

Louis Pasteur probably said it best:

There is no greater charm for the investigator than to
make new discoveries, but his pleasure is heightened
when he sees that they have a direct application to
practical life.

It seems to me that when all our creative people are treated
with respect through sharing with them the return on what they
have created, we will have switched on a power that no foreign
competitor can equal. But, in the meantime, John Locke clearly
lives here.
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NORMAN LATKER
VICE PRESIDENT, LEGAL AND TECHNOLOGY AFFAIRS
UNIVERSITY SCIENCE, ENGINEERING AND TECHNOLOGY
FEBRUARY 29, 1988 PRESENTATION
SOCIETY OF UNIVERSITY PATENT ADMINISTRATORS ANNUAL MEETING
SAN DIEGO, CALIFORNIA

My assignment "Washington in Review" gives some license to spend

a few moments in the distant past.

Lincoln once said, "I was told that I’m on the way to Hell -- I
didn’t know that it was only one mile away and under a dome." My
friends here know that I’ve left the government to do something I
believe in. Whether I’m going to Hell is not yet clear. But
when in a new environment, it’s probably normal to dwell on where
you’ve been as well as where you’re going. Where I’ve been with
the founder’s of this association is someplace that those of you
who were not there unfortunately cannot easily revisit. But I
think that it’s important from time to time to remind you of the

legacy that your founder’s have left.

In 1984, Ed MacCordy made a masterful presentation which I cannot
do justice to today, about the formative years of the association
which lead to the passage of Bayh-Dole. But I would like to
briefly address what I believe in hindsight were the underlying

principles that motivated those extraordinary years.

In 1690, John Locke asserted that constitutional government could

only be effective and legitimate if it recognized and preserved



the natural rights of man including the right to 1;fe, liberty
and property. This was crystalized by his belief that "a man has
a right to what he hath mixed his labor with." Locke’s
proposition is widely understood to be the underpinning of the
our constitution. Locke’s writings further made clear that he
broadly construed property to mean virtually the entire personal
sphere of what is a man’s own, including his ideas. This
principle was specifically manifested in our constitution by the
grant of power to the Congress to secure for limited times to
authors and inventors the exclusive right to their respective
writings and discoveries. Congress’ enactment of the patent and
copyright laws demonstrated their belief that the right to own
intellectual property is a right of man and a necessary element
for successful constitutional government and the promise of
prosperity envisioned for such governments. Similarly, all state

laws protect the right of individuals to maintain trade secrets.

Neither the constitution nor the respective implementing laws
guarantee any right to the employers of such authors or
inventors. The failure to address the rights of employers is not
surprising, since in 1787 writers and inventors were in most part
self-employed. But as that fact changed, the common law
addressed the relationship between employers and employees by
upholding the assignment of a person’s ideas as a condition of
employment. This evidently was based on the belief that
employers and their prospective employers were on an equal

footing at the time of hiring and there were no overriding
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national issues which need interfere with their freedom to
contract. This seemly logical rule of law eliminated any future
need on the part of employers to examine whether it was equitable
or desirable company or social policy to require the assignment
of ideas solely as a condition of being employed. No further
consideration was given to the fact that such ideas were not yet
made and could not be evaluated to determine their future value
to society. It does seem clear, however, that given a
possibility of equal footing the law intended that employees
would negotiate for a value "in what he hath mixed his labor
with." But as time passed, it became clear that employees would

not achieve such footing.

It was in the context of this right in employers (including its
acceptance and application by the federal government) coupled
with the growth of large private and public organizations and the
concentration of research funding in these organizations that the
rights of authors and inventors faded into obscurity in the
1950’s and 60’s. Interestingly, at the same time the public
perception of these organizations became increasingly critical.
It seems appropriate to suggest that as latter day Edison’s and
Westinghouse’s became obscure within these organizations, the
public lost its ability to relate to organization’s achievements

and began focusing on their problems.

Indeed, the Congress later refused to join business (other than

small business) to Bayh-Dole because of their near universal
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requirement for assignment of ideas of their employees as a

condition of ehployment without additional remuneration.

It was within this environment that the leadership of this
association began a long struggle to gain control to ownership of
inventions made with public research funding. This undertaking
was driven by a clear understanding that successful application
of university technology by industry must be a win-win situation
aimed at mutual respect in which all participants including
industry and the inventor must equitably benefit from the result.
From the beginning it was understood that any return from
industry licensing must be shared with the inventors that

produced it based on predetermined agreement.

Victories in the Executive came in the late 60’s at H.E.W., then
in the early 70’s at NSF, but impending reversal at H.E.W. in
1977 and intransigent bureaucratic resistance made it clear that

strong university technology management offices could not be

built on the shifting sands of executive policy.

Perseverance of your leadership finally delivered the Bayh-Dole
Act of 1980 and through it later a coherent government policy
aimed at further decentralizing technology management by
permitting all federally-funded creating organizations and their
investigators, whether at a university and now at federal
laboratories, to own and benefit from the application of their

technology.
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Well -- principles are fine, but there will always be people that
legitimately question whether they work in practice. There are a
number of items that lead to the conclusion that the principles

embodied in Bayh-Dole are working better than even its advocates

expected.

In their last report on Bayh-Dole, the GAO indicated that in
addition to increased university invention reporting and
licensing, the funding of cooperative arrangements between
universities receiving federal R&D funds and industry has grown
74 percent from $227 million in FY 1980 to $482 million in FY
1985 (in constant dollars). Average private funding of

universities has risen to between 6 to 8 percent.

The University of Minnesota study of "University Patent, Issued
in 1987" available from Diane Plunkett today, verifies that
invention reporting has dramatically increased. Over 900 patents
issued to universities in 1987. That is four times the 230

patents that issued in 1976!

Nineteen seventy-six was the last year in which the Department of
Commerce collected statistics on patents issued to federally
funded research performers. 1In that year, the total number of
patents issued for all federally funded research performers
regardless of their ownership was approximately 1800 and was

headed down on the basis of the trend set by the prior five
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years. There is no evidence that for performers other than the
universities that the statistics reversed after 1976. 1In fact, a
report by the patent office last week suggests that they still

may be heading down.

But presuming that since 1976 they remained flat for other
performers, the total number of patents issued in 1987 for all
federally-funded performers would be approximately 2500 including
the 900 attributed to universities. That makes the university
portion 36 percent of the total. That means that university
research with approximately 10 percent of the federal R&D budget
is producing over a third of the fesulting patents. Even more
fantastic is the fact that unlike the other performers this is
being done at virtually no cost to the taxpayer. Further, the
fact that the patents are being paid for by the universities or
its licensees also suggests that they are patents that were filed
after careful consideration. Can there be much question that the

incentives of Bayh-Dole have worked?

While we can be genuinely encouraged by these statistics, the
report from the Patent Office is not bright. Of the 90,000
patents issued by the PTO in 1987, 47 percent went to foreign
nationals, from 45 percent in 1986. This marks a continuation of
a trend that has seen the overseas share of American patents
double over the past 20 years while the number of patents going
to American nationals has remained static. Patents received by

U.S. citizens have been steadily falling from a high of over
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50,000 in 1972 to below 40,000 in 1985. At the same time
scientific papers published by industrial employees slipped from
12,200 in 1973 to 10,400 in 1980. Yet R&D budgets grew 80
percent to about $52 billion from 1975 to 1985. With increasing
expenditures and decreasing output, the OTA concludes that
American R&D is exhibiting all the classic signs of declining

productivity.

But in the midst of this industrial gloom a glimmer of hope comes
from the current trend to restructure corporate America. One of
the principal lessons of restructuring, just about everyone
agrees, is that an experienced operating manager given the right
guidance, liberal incentives, and enough freedom, can almost
invariably do a better job generating value from a business than
someone from corporate headquarters. So the lessons of
decentralizing are also being undertaken by business. If these
liberal iﬂcentives lead to better policies on remunerating their
employed inventors, Bayh-Dole suggests their statistics on

patents will surely improve. I think start-up companies already

understand the need to take care of their inventors.

Notwithstanding, Washington still has a significant number of
people hoping to manage the next big science project. Each
project is supported as the answer to our competitiveness
problem. "Mr. President, fund this one and we promise you that
the by-products that will result will vault us ahead of foreign

competition in any area of technology touched by the project.”
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But the past has shown that those that gain control of the
funding, demand control of resulting technology on grounds that
inability to direct the actions of the creator will impact on the

funder’s targeted result.

But this association has learned that it is possible and probably
imperative to address both the directed and the serendipitous
results of science. Indeed, the serendipitious result could be
the initial step to a technology of greater importance to society
than the directed or funded result. The most common problem of
large research programs has been the lack of management
understanding at the funding level on how to manage
serendipitious results. Bayh-Dole responds directly to that
problem. In fact, the state of the art in technology management
has advanced to the point where it is legitimate to challenge the
funding of science projects that will not be managed by agencies
under Bayh-Dole principles. The most immediate projects that
come to mind is the super conducting-super collider and mapping
the human genome, both of which are advocated by the Department

of Energy.

If I have not made my point, I believe this last story
demonstrates it. A few weeks ago a friend called at the request
of his son who is a computer scientist at one of the major
universities here today. My friend’s son wanted me to know that
with the assistance of his university he had just concluded the

licensing of a software program he designed for a significant
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return and on the basis of this he has decided to reject a job
offer from a major company. He felt that the opportunity to
pursue his own research to completion and still share in the

value created was something that could not be met by the offer.

Louis Pasteur probably said it best:

"There is no greater charm for the investigator than to
make new discoveries, but his pleasure is heightened
when he sees that they have a direct application to

practical life."

It seems to me that when all our creative people are treated with
respect through sharing with them the return on what they have
created, we will have switched on a power that no foreign
competitor can equal. But in the meantime, John Locke clearly

lives here.

I thank you for your indulgence both today and in the past.
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.. ‘ Testimony by . #
- Dr. James A. Shacnon, “
Dixector, National Institutes of Health,
before th

Subcommitice on Patents, Trademsrks, and Copyrights

"'“ . of the Senate Cormzititee on the Judiclaxy

August 17, 1965 .

Mr. Chairrman and Members of the Coz=mittee:

X appreciate the op poruunity afforded by your invitation to
- .
appear before this Commitiee and discuss th relationsh 1ips of rpatent

policles to NIH prograxs, espeqially es it concerns research financed
by multiple sources or situations where add%tional private funds are )
necessary for the full development of an inYenvion. At the outsetz,
X vould enrhasize that the WIH,.as one of tﬁe bureaus of the Public
Health Service, 1s & coxmponent ci the Depa¢T“ent of Health, Educav*on,

and Wélfare, and funcilons within the patenT regulations set forth

.by the Department.

I understana that the Dep&rtment's pau%nt policies and its position

oﬁ the legislation before this Committee ha%e already teen presented.

:For this reason, I will 1dimit my s.avements]to the two areas of concern

mentioned in your invitation. o N .
X would first like to address myself to situations where additionel

-

pfivate funds are necessary for the development of an invention made

. under i'ederal support, since I belileve th pFlicy problems attending

these situations are a major public concern.| -
The NIH supports research activities th#ough grants, contracts,

and within its cwn laboratories which meay re%ult in the discovery of
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. definitive conclusion.

. More generally the chemist, given freeéo%:. of action, would approach
7 . the pharmaceutical industiry which has extensive capadbility to undertaxze
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L] - .
_ . the data from different stages of develcp:ent‘ necessdxry for FLA acceptance.
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i.o. - - - capability of follow-thxrouza as witha a wzolly |new therapeutic egent.
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N exclusive patent rights as compensation for and protection of thelr
posaible invesiment, which may be considoezjadble defore FDA clearance

‘ can be obtained. Because, as I understand i1t, there is some quesiion

ap to whether we can or skhould extend sucH a gusrantee, 1t is-often

difficult to motivate Industry to uzdertaie the pexrfection and

, 1
marketing of tbe NiS-supported inveniions,

3 - Wes, of course, support the basic policy that title to health arnd
welfare inventlons genersted primarily with Federal support should
reside in e Goverzzeat. It does seex to|us as persons responsible

. foxr the largest Federal zediceal research Program +hat there cdoes need

i 53 2E, © to e clarification of the situaticn with|regard to the issuance of

i ' A- *"  Jdcenses to inventions keld by tte Goverzfent. One possible solution

o : _'_- might be the grenting éf sooxrt periods of| exclusivity in such situaziozns
.y e -an &, have discussed--that is, wkere 1t 1s|found {0 be necessaxry to

0 .- develop an iavention to the poixnt of pracfiical appliceticn and there

. 38 no other way to obtain the needed iZndupixy cooperetion. Compournés
Lot - which show some promise in early stages of Investigation may be of o
o0 .- . benefit to tke public and may not serve itke public interest unless

ey Ta ¢linical testing is undertaien and tkte rersulting érug is cleared by
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X belleve it 18 4n the public interest to
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- exclusive rellance upoa Governzeni=-

further this objective, it may be necesssry %o

and their researchers froz the dilez== crested

.

obligations to assign patent righis.

. i Foscaxch from the private scctor of ouxr econowy
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At the present tize, it Is my understendis
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relieve universities
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I would lixe to emphesize thet I ax obvicusly 7
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User Group

Federal laboratory technology transfer offices |are now eligible for subsidized
access to the Knowledge Express Core Contents™ online service for technology
transfer under the Technology Reinvestment Project (TRP). Existing and future
users of the service are encouraged to attend this User Group Meeting to learn how

they can get the greatest benefit from the service.

SUBSIDIES PROVIDE:

L ]

Waiver of the initial fee.

Access to 17 databases for only $12.00/hour thrqugh a local access phone number
or Internet connection. Unlimited reports from any of the subsidized databases
including Knowledge Express™ Inventions, Knowledge Express Company Needs
and Capabilities, NTIS - Federal Research in Progress, TEKTRAN (USDA research),
NASA Tech Briefs, NTIS - SBIR Awards, Technology Access Report's Technology
Express News, Comtex Business News and Commerce Business Daily.

Toll free customer support and your own personal Technology Access Consultant ™
to assist you in meeting your technology transfer|information needs.

Free listing of your laboratory’s or agency’s invention portfolio on the service for
viewing by over a thousand active customers looking for technology opportunities.

Access to electronic communications network with E-mail, Roundtables and Forums
that put you in direct contact with one of the largest groups of technology transfer
professionals logged onto a single online service

Don’t miss this unique opportunity to learn more about how you can tap into the
largest collection of technology transfer information online anywhere for only
$12.00/hour. |

I

Time: 4:15pm to 5:15pm f

i
Date: Thursday, July 14, 199#

Location: Grand Ballroom, Thle Grand Hotel

Subsidies are funded under the National Technologyland Commerce Initiative TRP award

to Knowledge Express Data Systems in partnership with the National Technology Transfer

Center.
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