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PREFACE

In the recent pas+ so much has been said and written about "Technology

Transfer" that it ‘has become a catch .phrase. With respect to Universities,
however, more a++en+len.§eems +6 have been given to the broad overall con-

cept than to its fine structure. The problem of transferring university

"technology" to -industry must be addressed in highly specific terms 1f satis-

. factory and conclusive results are to be‘expecfed. We mu§+ dep?rf from the

large picture and begin to identify those particular barriers in the pipeline
obstructing the flow of research accomplishments into the stream of technology

uti I zation, . . - ’ ) ©
~, -

S,

It was the- general purpuse of +h}s conference to identify some of these

. 'z‘
- major obstaclies and to explore successful means for reducing or efiminating

&

them.

" More specifically, the conference was planned bearing in mind the follow-
ing objectives: (1) To promote an increased interest among university admin-

istrators in the technology potential of thelr respective institutions; (2) To

develop a more acute awareness of the need for more effective managemen+ of

university technology resources; (3) To assemble university represenfaflves
with considerabie experience ;nd expertise In the management of faculty dis-

coveries and- inventions to encourage them to communicate with one another and

<

+o a broad university audience details relating to +helr policies, procedures,

methodology, etc. (4) .Through an effective program format to maximize effec—

tive communication between all institutional representatives relating to




o
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-pertinent problems. now 1mﬁeding the flow of '"technology" into the market
place; (5) To compile and publish a detalled report on the information
deriving from the meeting for the benefit of participating institutions

as well as others who may be Inferesfed in the future. .
The first qur objeclees'havé'been accompl-ished with apparent suc-

cess during the conference. This publication will of course deal with the
o

K3

" final objective. o / _ L L

‘4
A

Essential ly ail of the structured portion of fhgqupference was taped:
and fhe.panjicisanfs were asked to go over TAeAfape transcripts to make
;hy needed corrections or additions. Every effort has peen made by ali con-
cerned to retain the Informal flavor of the meeting. It is hoped that the
groceed{ngs,wlll reflect this atmosphere which seemed to promote free ana

open discussion among the conferees.

-

~. Allen C, Moore
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(2]
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moderated: "andamenféls of Patent Policy"; by ‘Ralph Davig; "Internal Ad-

ministration of Techncﬂogy Transfer" by Earl Freise, and "Mechanisms -of Tech-
nology Transfer"<gy Irving Antin. Berry Cobb moderated +he sessicn on "Re-

. \ -
. ports of Current Stafué of University Patent Managemen#". A. P. Rosenberg

moderated the sessjép on "Available CorporafeyAssisfanqe". Informal Discus-

N )

sions on the second day of the Conference were also moderated by the same
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members of the Program bbmmtffee. Without this Committee there would have

N 3
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g ‘,\\ ’
tude for their valuable efforts. \\\\\
o ¢ ) , 8 \\
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: . . ~ An Updated Statement froms . . -
. the Keynote Speaker

: y ON THE HORIZON: A NEW GOVERNMENT PATENT

P POLICY FOR NON-NUCLEAR ENERGY RESEARCH

' c AND DEVELOPMENT . .

Betsy Ancker-Johnson, *
Assistant Secretary of Commerce
for Science and Technology

-

.

2

In my remarks.to the Technology Transfer conferees on October 15, 1974 |

spoke extemporaneous|y and candidly about the chal lenge confronting the univér- -

—

sity community in the area of goyerhmenf patent pof[cy. Now two monfhg later,

| have been asked by the.Conference Chairman whéﬁher | would care to submit some

I a ’
written remarks for-inclusion in the Conference proceedings. -

For this opportunity | am most gréfeful. Rather than attempt to, recreate

Fed

my previous remarks, which were intended to be conversational in character, .|

2

" prefer to make dse of fhis,opporfunity by ugdafing that portion of my p;esepfa—
tion which dealt with the sféfus of é. i233, the Non-Nuclear Energy~Research and
Developmgnf Bill., This choice reflecfs my conviction fhsf, %or_beffer or for
worse, S. 1283 will have both a profound and enduring imMpact on the industrial

* utilization of university-generated research advances.

°

. House Conference Committee on Decetnber IITH? remains unchanged from that which

was negotiated between Senator Hart and the Adminisfrafién. Inasmuch_as my office

-,

repFésenTed the AdminisfrafionQ:hroughouf ;hese negotiations, || am aware not only

: . \>
of the strong points.of the present provision, bdt also, and perhaps morqsacufely,
b

-

|
\
|
\
|
|
|
|
|
\
The text of the patent provisidn in S. 1283, as reported out of the Senate-
|
|
of its weaknesses.. i
|

¥See Appendix B for biographical information )

.
- -~
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To the extent that we had any bargaining power at all in our confrontation
with Senator Hart, the entire credit must be given +o Congressman Don Fuqua,'a

Florida Democrat and a member of +he House Sclence and Asfronaufics Commiffee,_
t{ was he who led the successful floor fight \asj September which resulted in
the deletion of the patent policy section +ha+‘haé emerged from the Houce ln+er-4

ior. Insular Affairs Committee. . o -

- Congrressman Fuqua announced +ha+ he would Iead yet anofher fioor fight
if +he House Conferees brough+ back a package which did not accord with those
principles which |, as spokesman‘for +he. scientific community and the Adminis- K
tration, had enunciafed in my testimony before the Interior ‘Committee. It wash

+he fear of this second floor figh+ potentially jecpardizing +he whole of S, 1283,

which brough+ +he Senate to the conference table.

"__,..nu-——")

Whaf, then, did we bring away from the +ab|e7

’Qe have, essentially, a +i+ie.po|ic§. The major tenet of this policy may
be expressed as follows: i
THE GOVERNMENT WILL TAKE TITLE TO ANY PATENTABLE INVENTION .
WHICH IS COﬁCEIVED OR FIRST ACTUALLY REDUCED TO PRACTICE-IN -

THE COURSE OF OR UNDER ANY ERDA R&D CONTRACT.

So far as governmenf-financed inventions are concerned, the Senate would

have inser+ ad. a period at the end of this sentence. ‘ T s

| am confident that many of our universities hold patents or inventions

which have never been "actually reduced to practice." Remember, the mere filing

ki

v oo




) . £
of a patent application -on the concept s not an "actual"™ but rather a '"con-

-

7 ' ' .
structive" reduction to practice. Patefts which fall into this category can J
be lost to the government if the first actual rgducfion to practice. occurs 1
under a codfrac+~be+we9n the patent owner and ERDA. There are two ways to ‘

protect your patent rlghfs in this situation. You can refuse to enter into

.\a contract with the gpvgrnmenf.,.d} yohkqggﬁggbleve-+he~flfs+ actual reduction

e

v . . ) .
to practice at your-owii expense outside the contract. The difficulty which
i
exists hers is no different from that which you face under NASA and AEC con-

tracts today. - .

»
*

~Now | recognize that. the establishment of a title policy for ERDA constit-

utes @ dismal beginning. You will be happy to know, therefore, that there are
N .

exceptions to this policy. The principal exception may be stated as fol lows:
THE ADMINISTRQTOR MAY WAIVE TITLE TO ANY .INVENTIiON, EITHER
\ AT THE“IJMé OF CONTRACTING OR AFTERWARD, PROVIDED THAT CERTAIN
CONS I DERAT [ONS ARE SATTSFTED, AND ‘PROV IDED-FURTHER- THAT THE o

GOVERNMENT RETAINS A LICENSE FOR ITS OWN USE, AS WELL AS CER-

TAIN MARCH=-IN RIGHTS.

k]
-

E

2

The first step In getting a walver is fo ask for It, either at the time of
contracting or after the Invention is made. ‘
The next requirement is that the Admlnlsf?htgr sit down and reflect on
. o .
a number of considerations which the Congress feel; should be in the forefront

of his mind whenever he makes a waiver decision. More on fhese_considerafions
' ]

}




% a moment. | . ' :
“*If Is important to note that there is.no Hearihg connectad with .a.waiver
determination. Nor 15 there any provision for third party participation. And

'?Tn511y; there is.no court review of the Administrator's determination .

<

Now since It 15 easy enough to ask for a walver, the important question
Is whether it will be grahted. What exacfly are these considerations on which

ntion? The number of considerations involved

the Administrator muss fix his

is I'l in the case of walvers requested at the time of contracting, andaiO for

ification of the invention. Eight 6f these consider-

9
ations are the same in 8 h casey and they-may-be-paraphrased--as-follows: - -

waivers requested after, id

. 1. Governmentfs gontribution to the field of technology
2. Intended use™of contract results ‘ "
3. Confracfor'sjconfrjbufion~fo fhé contract, either of
money ‘or technology .
4, Contractor's contribution to fhe‘f[eld éf technology
5. Government's intentions regardjﬁg further development
6. Public hé;lfh,.safefy, and welfare needs-
7. Effect on competition and market cohéenfraflon

8. Technology'1ransfe;‘capablllfy~of dny unlverSify;appllcan%

Focusing on conslderafion #5;,. as a for Instance, fhe governmenf would not

want to waive title to an.invenflon which it lnfended to carry all the way .

i

fhrough the developmenf _process and into fhe markefplace - such .as was done by

- (
Agriculture in, respect to instant mas ed patatoes. N

C




- - - - , - B - . - . r * .
° . ’ ) \_//
N

In addition to these eight basic considerations, there are three others

which must be attended to when the waiver is requested at the time of contract-

4

ing.
i. I§ the confracfprfs parfiqipafion necessary?
2. Will the contractor's participation expedite attainment of :
program objectives? 1 )
3. And, flnallx, will the contractor's comﬁerclal position k
expedffe utilization of the R&D results? \
| ye have two differenf‘quesfions to ask |f the waiver is requested after

identification of the invention. - g
f;““““ﬁ“‘“*~74-—~~4¢ éﬁjnst,ﬂdo we need a walver to call forth risk capital?
2. And second, wili the granting of a .walver really help speed

this technology into the marketplace?

Let's suppose that, af+e€happly§ng the appropriate considerafiéns, the

- government decides to retain title; what happens then? As a general proposi-

license in the U.S. and full foreign rights in any country where the Administra-

4

t+ion itself does not seek a patent. Additionally, the Administrator can grant

. AN
non-exclusive licenses to other parties in the U.S.

In fact, there are many in the Congress, particularly in thﬁggﬁafé, who

b

feel that the bésf way to commercialize an invention is to insure that as many

’

people as possible have the right to practice that invention,

>

t+ion, the contractor responsible for the invention will receive a non-exclusive. .
I
|
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Our experience in this matter suggests that the opposite is true. Of the
23,40l.governmenf-ownéd U.S. patents available for licensiﬁé during fiscal year
1972, only 1,238, or less than 6 percent, were actually licensed. Moreover, the

overwhelming majority of those patents which were licensed had only one |icensee.

It was for the purposa. of correcting this anomaly that we Insisted upon the
flexibility to license exclusively in appropriate cfréﬁmsfancqs; The only require-
ment is that objecfor% be afforded an opportunity to be heard before an exclusive

L

~ license is -granted.

While | ‘hate to be the bearer of ?ll-fidings, especial ly when things are

just now beginning to look reasonable, | must remind you that we negofiafed'fhis

settlement - we didn't write it. We didn't get waiver of title without hearing

and.exclusive licensing just by asking. We bargained for these features and we
L9 ¢ - '

did- so in good faith. —

\

. We took the position that it made better sense to relax the-antitrust con-

trols at the beginning of the administrative process, while applying a second

-~ »

_ look further down the |ine.

Instead of holding up a hunQred walvers because one of them might be ill-
advised, why not walve more generously in the beginning-and call back the one,
if any, after ‘it becomes disffnguishaﬁle from the 997

Accordingly, we accepted all of the standard march-in rights, plus an im-

portant new one. This new march-in right permits the A&minisfrafor to modify

~ or rescind any waiver which can be shown to have transgressed the antitrust




4

@

II’

standard set forth In Section 7 of the Clayton Act, notwithstanding the fact
that suit couid not be brought under that statute because of governmental par-

ticipation in the questioned activity.

°

Section 7 of the Clayton Act deals not only with mergers but also with the

acqyisifion of capitai assets. A patent is a capital asset.

Suppose that, instead .of acquiring the patent on a waiver from the govern-
ment, you purchased it from a private party. Should that purchase be set aside

as a violation of Section 7 of the Clayton Act? That is the question which the

Administrator may be asked to decide, If he answers yes, he cah rescind the
orlginal waiver, or require you to license the patent to ofher parties, w|+h or
without royalties. Obviously, this march-in provision is of greafer concern +o
indusfﬁy ihan fo'universifies. In either even+ the pafenf owner is entitled

to a hearing before his waiver can be modufied or revoked, and the hearing can=-

Py ~

not be called until four years following the patent filing date. This protec-

t+ion is inserted to curb unnecessary fears respecting the invocation of this.

Section. We know of no existing yaiver'which could-be -recaf’led under this

clause. We. doubt that one will ever arise.

In summary, these are the highlights of the ERDA patent policy.
I. -1t is a title policy, as distinguished from a license policy.
Y 2. However, the Administrator can'waiver title and he is encour-
aged to do so when suéh.is'in the best .interests of the United

States., .
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3. The Administrator has the option to grant excludive Iicanses.’

4. There is no mandatory or compulsory licensing of privately-
owned pa+en+s - such as calléd for in the oriéinal senate
version. |

5. And finally, there is no surrender ?f background patent

rights as a precondition of participation in a government

contract. .This precondition was also contained in the original

Senate version. .

Ll am hopeful that the settlement which we reached with the Senate will per-
mit the fu]l force of our private inventive capacity to be brough% to bear in
'fhe.successful implementation of Project Indgpendencq. We have certalnly comé a
long yéy'from the draft provisions which exigfed last Sepfember.' The crucial

question is whether we have come far enough.

¥
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REPORTS ON THE CURRENT STATUS OF
UNIVERS ITY PATENT MANAGEMENT:
THE UNIVERSITY..OF CALIFORNIA SURVEY

o . Mark Owens, *
: Asslstant Vice President
University of Callfornia.

1
There were basically two :reasons why wé'congucfed a survey on university patent
programs. The first was to find out how we compared in our operation, our volums,

4

our administration with pfher’like Institutions; and second, to see if we should

tie up with an outside patent management organization. | say this with some hesi-

tation for I don't mean to imply any+hing derogatory of préaﬁiiations which handle

.2 :
patent programs for institutions. | am not speaking of the people who are going to

. be ;peaking to you tomorrow. We have, however,_ teen deluged in recent ‘years w%#h

profit making organizations who have set themselves up as patent mgnsgemen+ organi-"
zafiéns on a for-profit basis. Prbbably most of you have been approached‘by this
fyﬁe of qrganlzailon. The propasal is fhaf_you sign up with fhsﬁ‘on an exclusive
basis not on a permissable basis as Is the case with the Reseaﬁsh Cogporafion,
Battel le Developmen+ Corporation, Arfhur D. LITTIe, Inc., e?c. So our desire was

more or less as a -defensive measure to check and see if we 5hou|d tie up with one

i

of those organizations or to determine that we were dolngﬁall right by ourselves.

, .
I3 .

To accomplish this, we sen+ out quesflonnaires +o some 25 educational institu-

tions about a year ago, and recelved responses from Zz of the 25. The period

l

covered in the survey was for the years I968-I972. Le+ me just read to you the

names of the participating institutions s0 you can'gef sOme feel of the type of
/ v
,l
3 , A ' -

¥See Appendix B for biographical informat fon

.
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lnsflfuflon; which were involved. . These were: The Callfornia Institute of
Technology, the -University of Callfornla (we included ourseives) Carnegue
lnsflfufa of Technology, Columbia University, Cornell University, Universify N
of Florida, Georgia lns+l+u+e of Technology, Harvard University, University of
g\‘rlllnois, lowa State University, Johns Hopkins University, MésSachuseffs In-
s:ifuje of Technology, the Universities of Michigan, Mlnnosofa,,ahd Mlssouri,
Purdue University, Unlverslly of'Rochééféﬁ, Rutgers University, University of

Soufhcrn California, Stanford, University of Washington, and the University of

Wisconsin,

-

The survey revealed°that most, but sucp;lslngly not all of these 22 institu- .
+ions who responded to us, encouraged the disclosura of invenflons. -Thé\maJo;l;y
of lncfifuflohs have a mandatory assignment requirement. 1f the invenfioh wos~
generated as a part of fhe employees university -activity, they reserve fho\rlghf,

either by patent agreement, or by institutional policy, or something of this sorf,

to require the assignment of invention to the ‘institution. \

<A

All of those institutions which have an active patent program shore royalfios~

”
*

with the inventor in some degree or the other. In three cases, the royalties

“are negotiated on a case by case basjs, apparonfly prioh,#o any royalty income

coming in, as a part of the asslgnmen+ process. In four casec the departmenfs in}

which the inventor is employed share the royalties wljh the inventor: the institu-
¢ tioh, the inventor and the department, share royalfies on. some basis. |n.most

.cases the inventors get from l5¢ to 50%, this is probably on a net rather than a‘

I

gross‘bqsls. In: many cases:lffs Just on the '15% gross basis. 'Of these 22 institu-

tions, and keep‘ln mind this was a year ago, I3 of them have institutional pofenf
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agreements- with Thé U. S. Public Health Service. Only two indicate any in-

vy -

crease in activity as a result of fhaf.tnsflfufionai patent agreement. -

o

As far as the expenses of operating a patent program are concerned, there
were such varied answers that | think the question wasn't really as clear as it
should have been. Some institutions listed the salaries of the people who were
d]recfly involved with the handling of the patent p;ogram. Some listed the
salaries of the people who were involved‘apd an overhead factor, end'some Iis+ed.
only the monies paid out to patent a}forneys. Although Qe have rough figures, .

which may not hold up too well for comparison, it appears that the expenses ‘to ,:

the institution run anywhere from $600 a year up to $470,000.

Wifh reseecf to program managemenf (and keep in.mind that this is one of
the reasons we were having the survey made) we Iearned that the great majority
" of +hese 22 insfifufions managed their own patent program internally. Six of +he
insfifufions‘pave apparenfly esfablished a separate foundafion o handle the pafenf
program, We consider fhose as par+ of the great maJorlfy that handle their own

%

patent program. Five of these 22 institutions augmen+ their own program by per-
. . . p

missive arrangements with outside organizations such as Research Corporation),

Dr. Dvorkovitz, Battelle, and so forth. But keep in mind again these are permis-

sive arrangemenfs, not exclusive arranéemenfs. Only one of the .institutions which

° responded is fully managed by a separafe “outside organization. :

of: +he‘ins+i+u+iqns responding, 5 had more than $100,000 gross income per o

year since 1968-72. In one case, that gross Income came from 8 invenfi9ns, but -
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@lmost in all the other cases the income came from one or two inventions.

Therefore, as you can see,, the pattern is that there is usually one invention,

Y

or two inventiohs at the most, which pretty much carry the patent program.

Since there may be some interest in why many of these institutions chose

not to go to ong of these outside profit making organizations, let me just note
a € .

some of their responses’to that question. Most of the institutions wanted the

flexibility of deciding how to pursue a course of action for fhemse]ves. Theyo

\ «
didn't want to get involved in any exclusive arrangement where they were. bound

?

to follow the dictates of-some outside organization. The institutions in some .
cases believe that only by managing their own programs could they maintain what

they felt was a necessarily close relationship with the faculty. And they didn't

'wanf to have the over~riding interest of the institution, which may transcend

the patent interest of the institution, in the hands of an outside organization.

Further, in many cases they felt that because of geographical considerations the

. .

contacts with prefit making exclusive managémenf firms would tend foibe sporadic.
» The institutions fqlf that proﬁpf in%ervie@ing of inventors as soon as invenfidﬁs

are hiscloséd was réally critical to getting the technology out. One of fhe in-

stitutions responded, "No oufgide firm has been able to demonstrate Théf’if

yould be more successful iﬂ“managing the program and/or would be able to serve

the best interest of the program, fhe'universify, its invéntors, and sponsors of

- -

research."

-This hits the -high boinfs of what we found in our .survey.

’
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e k ’ REPORTS ON. THE CURRENT STATUS OF
J

: UNIVERSITY PATENT MANAGEMENT: .
THE NORTHWESTERN-UNIVERSITY SURVEY

) - E.J. Freise,*
® Assistant Director,
) Research and Sponsored Programs,
- Northwestern University
‘\ B

In the late summer of 1973, David Mintzer, Vice President for Research

s

at Northwestern University, undertook.a review of the patent policy and

<
~,

administrative procedures in effecf'af th‘UQin::ify. In an effort to
gather information which would be helpful in develeping an effective and,

hopeful ly, productive technology transfer progﬁam at the Unioersity a

[N

duesfionnaire was developed and circulafedifo 76 selected unrvgiijfies

»

from a |ist compiled by the NSF of the top 100 universities in fegeral

funds for research and’ development.
B ¢

'S

The selection of institutions receiving the questionnaire was based

on two criteria: .

The Institutions should have schools or programs

which are likely to produce paténtable inventions

(e.g. Sc

&

lei;of Engineering, Medicine, Agriculture,
etc.) . ’
) \\ . .
2. Institutions which-us:i\judged to have highly success-
ful fechnélogy +ransfér~giograms, because of unusyal

~ . A
circumstances such as very Ta(ge numbers of technically

oriented faculty, coupled with Ianqs\jjllar volumes of

industrial and federal research funds, were to_be

¢

° | T
S 23 .

© * See Appendix B for blographical information.
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excluded. For our purposes we felt that their |
}esponses to such a queéfionnaire would noflbé:

representative of the research and technology

-

+ransfer .atmosphere existing at an {nsfifufion

such as Northwestern.
A

>
> -

The federal research dollars of the institutions selected ranged

N

from 10 to 75 million dollars per year.

The questionnaire used will be found in fhé}Appendix Section of this
publicaffon. Since, the Office of Research and Spén;ored Programs was just
enfer{ng into the area of patent admini§+ra+ion; the injormafioﬁ requesfed'
was of a rather basic naiure ané often required the respondent to make ‘\g\
estimates. Howeve?, t+he purpose was to gather order of magnitude informa-
tion and to determine what gross correlations seemed to exist. Fifty-four
insfifufiong respon?ed. Two.o¥ these indicated that they werécinifhe pro- -
cess of revising their own paT;;T policies aﬁd brocedures and andther fwo\:
instituticns indicated that fhéir po]icies al lowed the facuITy Inventors fé
work directly with pafen} development firms such as the Research Corporation.
Thus, fifty institutions supplied useable information provided ln response
to some or all of the questions. o

L \
A brief review. of the highlights of.the survey and our interpretation

] »

of the results will be presénted.

4

o«

With reaég;;lfo the site of responsibility the following question

was asked: . .- ) .

,

"What office and/or university official has responsi-

bility. for administering your patent poticy?"




The response was:

PERCENTAGE OF 49

’ OFF.ICIAL/OFFICE = RESPONDENTS
Research Office . 67%
Fiscal Office '14%
Legal Office = 2%
Separate Patent Office 6%
) Academlc Officer (i.e. Provost) 10%

In 5 of these |ns+|Tu+|ons +he responsnblllfy is shared with another

office, but since an |nd|V|duaI from a Research Administrative Office
responded, these replles were included in the percentage shown for the

Y‘Rqsearcﬁ Office..

L)
T

. .
in responding to the question on how a decision to pursue a patent

aﬁblicafion was made, 27 out of 50 institutions use a<ba¢en+ committee of

<

either faculty or administrators. N}ne of these institutions used informa-
t+ion from an outside firm such as Research Corporation in reaching a deci;ion.
"Six Insfffutions haé the Committee either working\wiTh,Pr reporting their
results to an individual who was-classif4ed as a patent édminisfrgfbr while
the remain}ng 12 institutions had fhé committee report their recommendations
to an academic off}cer. Of the 50 institutions rgspondjng, a total of 22
relied on informafion‘suppiied by a firm such as,Reséérch Corporation or
Baffélle, in“reaching a decision on filing for a patent, alfhough 42 of

the |ns+|+u+tons indicated that they had agreements with firms of this

Y

type. o : -

»

With respect to the invoivement of professional staff, the quesfibﬁ

was asked: .3

3

"How is the patent program staffed within the university

and what percentage of time does each devote to the program?"
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. The response on time spent by professional staff was:

I’ o

. Less ) 7 i °
Total Time of: than 6% 10 to 494 50% or more
- ! .
Respondents 21.0 20.0 9.0
Disclosures/Inst./Yr. 7.0 16.6 52.0
" Patent appl./Inst./Yr. 1.3 4.0 14.2
Licenses/Inst./Yr. 0.4 2.0 .. 4,1

As one might expect, as the number of disclosures, paTenf app l-ications

and licenses 16creases, the amount qf professional staff ;ime also increaéés. .
From this limited data, and keeping in mind the types of insfifufionsAsurveyed;
the middle column of figures appear to represent the best performance. :

. HY °
With respect to the use of licensing corporations the question was

“

asked:

"Which outside firms does your institution use to promote

patents and inventions?" "

" The response was:
- N o A ’
8 used no outside firms

, 21 uSed one firm: \ .
_%§% Research Corporation I8 institutions
w Battelle - - 2 "
Dvorkovitz _ I "
> "2l used two or more firms:. «
s -Research Corporation 2| institutions t
. - . Battelle , 17 " ‘
) ’ " Dvorkovitz 4 " . :
. - \\
) Of the eight who did not list any affiliation with an outside firm, 4
« have their own research foundations. : ‘ o ‘ & ;
Another question related to coVering expenses: .
"How are expenses incurred in fhe‘Unjversify Patent Program ' 4

. . covered?" P

Al

R6
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The responses from 49 ihsT1¢u+jons’were as follows: . . :
NO. OF UNIVERSITIES * METHOD OF.RECOVERY ‘ :
. Royalties :
. . 8 Indirect Cost
14 Direct University Support
2 ; Royalfies and Indirect
“ 7 Royalties and ‘Direct -

I Direct and Indirect

ﬁSix‘Ins%ifufions gave estimated -pércentages as fol lows:?)

University % Royalties % ‘Indirect % Direct
"2 75 25 - . ;
3 40 - 60 :
4 82 -~ V8 :
5 28 36 36 ;
+ 6 )

50 25 - - 25

“~
o

Although institutions were asked to provide estimates of the percentages

of expenses recovered by the vériqus sources, only six provided actual per-
i} - . . -
centage estimates. The remainder simply checked . one or more methods of )

recovery. |t is suspected that.many of the ingfifufionshwhiéh listed direct
N -

university support for the.program may actually be covering -expenses through

' - ' 1
- recovery of indirect costs, since often the expenses are incurred by an

" office Qifhin +he university whose operating budget is included in the » ﬁf

indirect cost pool fosgthe ﬁurposes of calculating the indfréc+ cost rate.

-~

As would be expected, the survey revealed that the number of patent

applications is markedly Tess than the number of. disclosures, indicating

9

t+hat a considerable effofi. is made to el-iminate nonépgfeﬁfable and perhaps

non-marketable items. ‘However, the interesting feafure of the results is

thaf +he medlan ‘number of disclosures is Il and the medlan number of patent

applicaflons is 3, |ndlca+|ng +ha+ for a redian school about 27% of the

A

QO
2
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o

disclosures result in pafgnf applications, and in Tdfn the median school
llicenses 2 inventions per year for a catio of 56% Iicense—%o—pafenf—?afio.
Thi; fjguce is much higher fhan_generaily quoted by firms such. as The
Research Corporaf}on which reported fﬁaf approximately 10% of fhé dis-
closures they receive result in patent applicafions, and of fhese,oﬁly
0% result in l'icenses. ’In the actual report on the survey, some possible
reasons for these differences and cautions on inferprefafidé of these data

k)

"are presented.

Resuits on the administrative costs and royalty income for a number

’

of the institutions indicate that while the schools having the highest

reédrfed administrative costs are among the schools having a large number

o

of disclosures and |icenses, the correlation between thesé parameters is

nct simple. The twd institutions having very large.royalty ‘incomes have,

&

to the best of our knowledge, appafentfy licensed one major invention each.

#

In affémp#iqg to idenfjfy other correlations which may. exist among
the data, we.examined the relationship between- the number of disclosures
. and federal obligafions. One might have assumed that a large federal
obligation for research at ahhinsf?fufion W6qld result jq a large number

of disclosures. However, the data appear to fall into fwoAgroupings} .

Eighteen respondents definifely belong to Group | (low number of discioéyres

* s

per fedepal dollar) and 12 to Group 2 (high number of disclosures pgr

federal dollar). Thg remaining 16 institutions lie in the overlap region.

e

One might have also assumed that some correlation would exist between

the number of disclosures and_fhe administrative costs. 'However, no such

-

-

-
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_correlafion was readily obvious.: This mgy be because of the crudeness of
‘}he data or perhaps reflects the fact that insfifﬁfions which do not apfive-
ly pursue patent applications probably have not reported costs involved in A
having an administrator or- faculty pafent éommiffee~proc;ss the disclosure:
Once a decision is made to pursue a:patent applica+i9n, costs are more
readiiy identifiable, since somé administrative offlcial, and perhaps a

_patent attorney, are now devoting substantial time and funds to ‘processing

. - the application.

Some conrela+}qn may exist between the administrative costs and- the
’number of patent applications filed per year. The reported results of the
survey appear To group the responding institutions into those which have
_relatively high adminisfrafkve costs per patent applfcafion and Tho;e with a
much lower administrative cost, When‘;ompéring these resuifs to those
relating folfhe number of disclosures per fedéral dollar, one finds that
Il'qf'fhe schools'ﬁéving high administrative costs per pafenflappliéainn,
also have a large number of disclosures per federal dollar, whilé 9 schdo]s
whi¢h have low administrative costs per patent application have a small num- _
ber of disclosures per federal dollar, The other six respondehfs'wéuld fall
za— . into one of the -other two possib!e combinations. These correlations can be
examined in terms of net royalty income. While certainly the nef‘royalfy
income can be used to gauge the financial success of a program, it can also
be interpreted in the broader sense as some measure of the effeéfiveness—
which aﬁ institution Is having in Tﬁahsfering technology for the benefit

of the public. ' l
. _ : \

An important feature which these data appear to indicate is that if -

Q ’ . 2351
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2
1

V an aggressive and -expensive patent program is established at an insfifuf}oﬁ”
which &oes not have a large research, base, as judged In this case by federal
dollaks, then the program may not be successful f}pancially, and probably
indicates that the research expertise of the instifution is not capable

s of producing large numbers of’invenfions, which are useful to the public,
even though a relatively large number of disclosures per research dollar
is obtained. On the other hand, if the research base is relafivgly large,
:even if the program at the insfifpfion is not well adminiSféred, or if
the administrative.costs are kept T; a minimum, Thén fhe chances of having
at least a program which is not costly to the .institution appear to be
'enhénced. Thereforé, based on Thege minimal data and crude correlations,
one has fbvcarefui1y examine the extent to which an institution develop§

its technology transfer program.

A complete discussion of these correlations, together with more
detailed data, is given in the survey report which is available from )
Northwestern Universi+y. Certainly, this area of study dese}veé further

investigation and collection of better data to see if these preliminary

7

observations and correlations can be verified.
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FUNDAMENTALS -OF PATENT POLICY s
PATENT POLICIES FOR.
EDUCAT IONAL INSTITUTIONS

T. L. Stam,*

Patent Officer,: i
o California Institute of -
P . Technology .

I'm going to talk about patent policies for educational institutions:
,;haf fhey are, why you havé to have one, whatever it is, why you should
want to have one, and what it should do. |'ll start right off -by. saying. that
. this is going to be a fairly elementary discussion, hopeful-ly to stir up
questions and answers later in this session or ih the meeting we wl!l be
ho!ding. tomorrow. |

1

I prepafed this paper talking about policies and | suddenly realized®
. "
that par+ of the problem, to the extent that it exists in various placés,
is a comb|na+|on\of policy and administration. Pkacficaliy eVefy insti- .

tution has some kind of policy. The question then is to what degree do you

Z

administer it? 1'd like to preface the rest_of my paper by saying that when
1 +a|k abou+ pollcy, I'm talking also about wha+ you do about |mplemen+|ng
that policy, t+he administration of it, because this reaIIy Is |mpor+an+
Qefqre I launch into this subject |'d |ike to make a general»observaflon
that it is ﬁy e;perlence that .no two insfifufloes do things alike. There
are subsfanfia] differenceé in the in?ernal policies and philosophies of

various institutions. There are legal restraints, particularly in the case
% Tt .

of .State Universities, and 'so on. The ne+,re§u|f is that procedures in use,

»

* See Appendix B for biograph}Ca1 information.

!

plus the -degree of commitment to feéhnoloéy transfer, disposition of income,

‘ A 31 ¢
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and fhe | ike are exfremely variable. Accordingly, all | can hope to dive
you is a cross secfion. In our later discussions perhaps we can brlng out .
soﬁeﬂof the .institutional variations and make;somevgpnse of the problems.

The purpose would be for each of you, in the ins+i+u+ion you represent, to
evalua%e those things we have to say and_apply whatever may fit and be use-
fuL foryour own case. | hope that my presentation will lay out the funcflons
.you ought to perform and what the basic requirements of educational |ns+1+u~
tions should be. And fhesq may be'a matter of choice. | would hope to

’ touch briefly on,the major categories, but only sufficiently to generate

questions which may be specific to individual institutions.

My particular subject will be a definition of patent policy and a
statement of what | cons}der to be the basic requirement and function of
a patent policy, with some emphasis on what is probably.mandafory and
what might be termed as optional. First, we‘shoulq define patent policy.
My definition would be that patent polity for. any institution Is whatever
,{f wan%s it to be. |t may be its policy simply to ignore the whole matter,
or to have minimal machinery for ¥illing ébligafions to sponsors, or to have
sophlsflcafed machlnery for |den+|f%lng and evaluating |nven+lons for
filling obllgaflons to sponsors, for acquvrlng title to patents and for
Iicensing. _| guess what | want to talk about and really define is what
a good poljcy should be.’\And again f would |ike to gfress the point that
for each ipdividual institution the nature of the policy or program and its

size may vary depending upon the size and nature of the research p?ogram

and many other factors. First, | would like to eliminate the no action or




"no .policy" ‘as simply being unacceptable, since it ignores. contractual,

.tion does not choose to profecf +he interest of itself and its.faculty

.-or +o concern itself-with the publlc interest, it still has a confracfuaP

!
.
!
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moral and ethical obligations. A+,+he very minimum, even ‘if an,institu-

obllgaflon to ldenflfy and report inventions |n connecfuon with mos+ spon-
sored research. This then would require whaf,FNbave called minimal machi-
nery: ;haf is,‘some structure or assignment of reeponsibilify, either
faculty or administration, for moniforiqg sponeored research for the ful-
fillment of contractual obligations relating to the identification and

reporfiné of inventions.

In my opiaion, neither the "no policy" nor the minimal machinery
bolicy is a good policy. A good policy should protect the righfe of the
institution and of its faculty and efaff in. inventions, and shouldhpermif
the insfifufioQ +o assume its responsibility and obligations relafﬁve to
its sponsors aéd to the éeneral public. In fhrs regard, | should peinf out
t+hat it has long been felt by institutions which do not have full programs
that over and above responsibilities to {feelf and to its ?aculfy and staff,
the research and educational institution has g dual résponsibilify to its
sponsors on the one ﬁand, and to the public on the other. The responsibilify
to the sponsor is one which | have menfioned‘befere; namely, the moral aad
ethical and confracrual obligation to fulfill requiremenfs relating to in-

/

venflons which are |ncorpora+ed in ferms of the granfs and contracts under

which the lns+|+u+|on accepts funding for research. Secondly, and perhaps
less readily recognized and understood, there is g responsibility to the

general public to make an effort to have advanced technology developed by

-

)
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such institutions made available to the public in the form of new and
imp}oved products. When patent licensing, or the offer of a béépriefary
position to -a manu{acfurer, is the best fdoi for effecfiﬁg such transfer
of technology to public use; then a pafehf licensing program fdrms an
integral aﬁd necessary part o; the patent policy. Parenfhe+ica|ly, such
programs may offer the possibilif; gf;subsfanfial income to the insf;fu-”
tion, although this expectation by itself should not necessarily be the
reason for underfaking such a ér¢gfam. In Summar9 then, a goéd patent
policy would protect the institution.and its fagﬁ]fy‘apd staff ;nsofar as
righfs are concer&ed, and would fulfill both the contractual obligation of
the jhsfifufion to its sponsors and its obligation to the public to seek

to provide the results of new ?echnology to the public in the fdrm of

improved goods.

'Also 6f impor;tance is fhe'fécf that there is some evidence of a grow-.
ing consciousﬁesé on fhe%éarf of fed;;al agencies, which sponsor a large
proporfion\of the type of research we are discusging, in technology transfer.
As a result fheré has beer, and probably will be, an accelerated tendency
for such agencies to favor sponsorshfp o% research at those insfifufioﬁs
which have a mechanism, or at least an arrangemenf, to assure that some
effort will be made‘for commeré?;iizafion of the results of federéllx
supported research. |f for no other reason, evéry educational insfifyfion
seeking federal sponsorsh.ip for résearch should serioqsry ;onéider the
imp lementation of a good policy which will: be é}fracff!e to s;dﬁ agencieéf
chordingly,xfhen, it is my thesis that every institution enéageg in spon-

'sored research should have a good patent policy - what | have defined as

4
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good patent policy - and -that it should have or .create policies and admin-
_istrative procedures and an organizafion for fulfilling the necessary func-

tions. What the precise language of a policy sfatement or the organization
‘ - ! B . .
established should be, and indeed the philosophies involved, may vary from

-+

institution to institution. And all we can do here is provide some food
for thought and some guidelinesf I+ is my thought that what | have said
thus far, and what other speakers will say in the balance of this meeting - ]

~will give suggestions as to policy formulation. In this connection | would
/

l-ike to call your attention to the booklet put together by the Committee on

Governmental Relations of NACUBO.* Copjes are_available on the reception

]

#abfef

i

Assuming then that an institution has created poIicies and pﬁocedures

To deal with patents and to handle the essenflal functions | have mentioned
(|nclud|ng provisions for establishing relationships with sponsored research
‘pollcy and policies relating to licensing philosophy and royalty distribution),
the nexf\quesfion is how do you i%plenenf such a program? Fipef, it must
be sfafed as obvious that the size of staff and the nature of people necessary
to. the efforf will vary with The size .and nature of the research effort
involved. The staffing should be approached from the point of view of
aesurjng responsibil ity for and performance of the functions which are

' essen;ial to a good patent policy. To repeat, these funcfions\are: (n
innovation, identification and reporting; (2) evaluation as to patentability
4and commercial importance; (3) title acquisition; (4) patent proaecufion;

A}

and (5) patent administration, including the licensing function. Prior to

* "Patents at Colléges and UniversiTies:

Guidelines for the Development of Policies and Programs" (1974)

Q. < .85 . \
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_a discussion of sfafflng, you shouId bé reminded that there are organlzaflons

geared. to performlng,or heIplng:or adV|s|ng in the performance of almost

o

all of these functions for educational institutions. This is one of the
alfernatives available for implementing a program. Arthur D. Little, Inc.,

The Research Corp., Battelle Development Corp., and others are available for

.‘—.ag’! W>

such purpqses and are aII represenfed at this conference. There are pros

and cons to involvement with such groups. The preference of my particular

3

institution, California Insfifute of Technology, is-not to use such organ-

izations. For other particular schools there could be jusfificafiqn\for
M - - \.

&

The balance of my discussion as to sfeffing will be based on the proposi-

tion that you're going to do it yourself and if so, what kind of people do
e L ! 1T s

o
T

~ you need?°3§ou should be aware that certain of the costs of administering

the patent clauses of federal grants or contracts can be reimbursed and

with appropriate advice from your accounting people this is a fact +o be
considered in sféffing. Moreover, depending on the size of your effort

and fhe nature of your organlzaflon, you might need one or more persons
for performing each function, or you might have a single person responsiple
%or atl. As an example; at Cal Tech, whieh\nas a smal[ student body and
a relafively large research effort, only one man, myself, has aII of_;nese

responsibilities. Obviously | have assisfance from our en+|re organlzaflon,

but the fact remains fhaf one person can be the spearhead of the organization-

~al effort and be responsible for seeing that it gefs done. You can do this

if you have effective Ilalson between your faculty and your admlnlsfraflon.

&
Now. let's. get to the functions. . ' . A

T A
.- -

o~

36,
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First, as to innovations, identif.ication éﬁd feporflng. One.person
should.be respoﬁsible for ﬁénlforing research, identifying innovations qu
reporfiﬁg to sponsors. This should involve.personal copfacf w}fh Iabor?—k
tories and investigators and monitoring of publications. While ideally it
. - can Qe performed by trained patent attorneys, whether on staff or retainer,

oty
| personally see no reason why any serious minded, technically oriented

faculty or administrative staff person could not perform_this function with

.t

JErS—————

little or no training. It is simply a question of looking _for a statement
concerning hovelty in a publication.as it comes through. | repeat, while

a trained patent attorney is the best route to go, other people could be

©
’

easily trained to perform the function.

‘-. i
The. next function deals with the evaluation of identified innovations
as to patentability and commercial application. This also may be accom-
plished by placing primary responsibilify in an individual. |In this case

it is appropriate business for a legally trained person. In my opinion

it should be an administrative and not a faculty function. |t s prefer-

o
.

able to have scme faculty or administrative advisory council or committee
" set up to assist the responsible individual in the evaluation and in making
/ decisions as to whether the institution will invest time and money and seek

to acquire title to any given inventions

The function of seeking to acquire title can become complex and legal-
istic. Teéms aqd.éondlfions of various agencies and private sponéors vary
subsfanfiaily, as does the philosophy. Thére are +imesyahen this is fakenﬁ
care of during the period of negotiation of %he grant or contract. There aré

times when an agency may have a waiver provlsloh: This must be taken into

<t
N - 1A

Qo
H
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V\accounf during the negotiation process. Generally speaking, such matters

. v
could be handled by a knowledgeable contract adminié&rafor, and often’are,

o

Quf/my recommendatioh is that, as necessary, legal help (preferably patent
counsel) be utilized both in the negotiation stage and in the waiver of

title stage.

- [
Al

The function of patent prosecution will almost always'be performed by

‘outside hired patent counsel. Although it is conceivable that a lafge

enough operation might have house pafen+§counsél on staff for Buch'purposes,
| advise against it,*since | prefer to have the widest posgfble qpoice of
attorneys open to gur program;»so that | can select the attorney bésf‘suifed
to jhe prosecﬁfion'ﬂf a patent application in a particular technology. Tﬁé
only requiremenf'fhaf I would°p]ace upon the institutional organlzéflon is
that s&mg administrator have the responsibility for the selection of attor-

neys, for assignment of cases to those attorneys, and/or monitoring the

quaiity of their work. . ? ‘ s

The last function ‘involves the patent licensing program and its admin-

lsfnafion.' This is one area where institutions not having the know-how

ﬁqsf dgcide whether they want to acqui}e it or turp patent properties over
to an organ{zafion su;h as Research Corpdraflon}, Battelle, Arthur D. Liffle
or UPI. In theory, and 1& 6rac+ice, severaI?Jnsflfufions do both. ‘A Berson
on the s;aff can‘ﬁave responsibjllfy.for makf?@ confacfs and negotiating

the terms of Ilcense-agreemenfs and for policing and adminigfe}lng such

) %
agreements. A single persqqﬁcan fulfill this responsibility if he is quali-
i <y . .

. ] -
fied, or has competent general and patent counsel av?ilable to him.
) ¥
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. In _summary., then, there should be written policies and administrative
procedures for performlng the functions | have discussed, as minimal for a
good patent policy, and staffing and organization for éccomplishing fhose
funcfions; You can farm it out §r do it yourself, eijﬁer by assignment

of respons}bilify to existing faculfy or administrators, or you can create
a\spepial posifion‘pr positions having fhe'fesponsibilifies. bﬁce again,
ij dependshon the size of your operation. The important thing ig; if you:

assign it to a faculty member or an admiftistrator, be sure Thaf he réally
pérforms the function. | guess | became Qery conscious of fﬁis listening
to Mr. Freise. ‘Probably a Iarée difficulfy‘if the danger of assignment

of the'dufy of fulfilling these functions to people who don't really per-

form.

~ * 4

"I have also been asked to talk about distribution of royalty iﬂcome.
Thus assuming that you have a full program, with royalty income, the ques-
tion is what can you.or should .you do with it? In the first place, it is
customary in the university communify for the faculty or inventor to shafe i
in royalfy income. Preferably the percenfage of sharing should be esfabllshed
in written policy so that when a faculty member comes aboard, fhe relation-
ship is fixed and remains so. Under such policies fhere‘is a gooq deal of
variation. As Mark Owens told you, if.varies from |5 to 50 percent. Some
school s hé&e sliding- scales. or actually bargaih with the inventor in each .
case. Whatever the arrangement chosen by a given institution, it is wise
to let the faculty body .establish fhé,poliéy. We have found at Cal Tech
fhat the percentage written into the policy is questioned from time to time. ) y
The quesflon always goes back to ‘the faculfy body in having to examine it. .

They have always left it exactly where fhey set it 30 years ago. And wha+
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this dqes is to take the patent administrator and the adminiST;afion off the
- hook. It's a faculty decision. The remainder of the iﬁcome can be used asl

'dgsinéd. Both the pollcigs of the institution and sometimes the nature of

its chanfer may prescribe the nature of'+he distribution. Generall@, | think

- we can assume for the purpose -of this d%scussion that we will all use the money._

for furthering of educational science. As a matter of fact, Cal Tech is limited,

by charter to such usage. Some schools may put royalty income only in a
general, fund to be used where it is most.needed. Others feed some income

.from each invention back, at least in some‘degree, to the division of the
“

. jns+i+u+ion in which the invention was made. 1 think such matters are

simbly matters of chojce determined by the needs and philosophy of your

own institution. . '

ERIC o0
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) FUNDAMENTALS OF PATENT ‘POLICY:

“ THE UNlVERSITY = SPONSOR PATENT

‘POLICY RELATIONSHIP-

G. Willard- Fornell,*
Patent Admlnlsfrafor, ;
;Universify of Minnesota
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‘One of the Important aspects to be considered in ?Ofmu[affng\an insti=

tutional patent policy is that ifAmésh with. the pqllqies.of‘fhe.agénciés

which “fund resea"ch at the institution. It is .imperative +ha+ this. Take

place to minimize +he number of conflicts between the ins+l+u+|on s pollcy
and an‘agenqy s patent requireménts. When- these conflicfs do arise, the
opposing, policies place';he facul ty member Seékfng;suppgrfAin;#he.Middlg,
and if pe i's denied funding for a projéct which is quite important to

him for any reason, fhezg_cah be adverse a++i+udesfgenera+éd;?owards the
institution's policy and even to the entire pafen+~ﬁ}ogram. 1t is a good
idea, therefore, when establishing a patent -policy to build 1n'eéough fléx-

-ibilﬁfy\fo al low deferminafioﬁs as to when and where it is/permissibLe

to depart from the policy in seeking funding. °

There are three broad areas of funding which we must consider fof
purposes of this discussion. Although Federal fundipg is by far the moéf
¢ Lo

important, | would prefer to treat it Iasffbecause of the intricacies

T

involved. The other two ébufces, will, therefore, be given our %irsf
attention. .Among p}ivafe ¥undﬁﬁg agencies, the vaéf*majorify of them
make no mention of patent 6r patent rights in their grénfing documents.
However, fyo ongaéiza+19ns dealing with healfh'matfghé do ngt fol low }his
.practice. The American Heart Association and the American. Cancer Society,
.stiplilate policies Sn the handling of ihvenfioné that may arise from their

“Sponsorship. -+

/’
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Of the two agencies mentioned, the patent policy of the ‘American Heart
Association is the most realistic from a University point of view. An
‘ essential caveat of the Heart Association's policy 'is that its jnvenfions’be
adminisfered in a manner that will bring them into public use at the

earliest possible time. The.-American Heart Associéfion~recognized4Tﬁaf this

may be best accomplished through patenting and licensing in a manner con-

o
i

s}sfenf with the public interest. The Heart Associafion defers to those
institutions that have an esfablfshed patent policy and a procedure for
admih]sfrafieg inventions, subject to certain restrictions, the most
important of which are: (I) that the inventors income share will be no
more than 15% of the gross royalty income, and in no evenT moré than
$100,000, aed (2) that the Heart Association shall participate in_any
royalty incehe derived frem the invention to an extent to be determined
by mutual agreement between the insfifuffen and the Heart Aespciafion.‘

Here we see the first instance of the importance of having an establ ished

patent policy and the administrative structure for handling inventions.

The American Canceé‘Sociefy is somewhat more restrictive in its
policy on pafenfs, providing that no application will be filéd without
+he prior written consent of the Sog}efy, and that inventions and pefenfs
made under i*s irants be assigﬁed to the Society; In excepfiona[‘caseev
the Society may grant exc]usive.llce es to third\parties for a period
not +o exceed five yyears under a royal y arrangeme + not exceeding five

percen+ The Cancer \Society obvnously does not Ieave any room for patent

managemeni by the institution.

i

A second area where IeX|b|I|+y Inan i flfuflonal pafenf policy is

essential is in contracting\ for research with |Qdus+rial sponsors. In such
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;ifuefions if‘js common for the intended sponsor to seek rights, either :
IJcense rights or Tk#le to any invention that may -be mede,'~AI+hough'under |
private agency_an¢ Federal support, it is permissible for an -institution
tc- participate in cbsf-sharing by perforhing research at 'less than full
indirect cost recovery rates,. in mos+ .cases, under an industrial contracting
sifuafion the institution must insure that Thelr indirect cost recovery.

’ is sufficient to warrant pledging the use of the UniverSffyfs equiﬁmenf
and facilities to cover such gosfsl Aﬁy recovery short of this results

’ in the subsidy of a private ecfivffy with- institutional or public funds.

At. the-University of Minnesota we pondered for duife a time over how we

v

should handle these industrial contracts. T|+Ie was frequenfly requesfed
by the industrial sponsor and offen times in the pasf, research was conducfed
for industrial organizations at fhe negotiated Federal indirect cost recovery
. rate. This, .of course, resulted in a shorf%all_of cost recovery for the
University and in effect, a subsidy of the company's reseérgh. We concluded
that fﬂis practice must come to a halt. Therefore, in an effort to satisfy
both an industrial sponsor's need for patent rights and the University's
obligation- to recover its. costs in private relationships, the fol lowing
indirect cost recovery policies were eyolvedi 4 g
I.. Industrial research that is of academic interest may
be conducted at the then current Federal negotiated
indirect -cost recovery rate, but this rate will carry )
‘no obllgaflon to treat the sponsor any differently N
. +han.the general public with respect to the patent :
* rights. While cost recovery at this level is less
than full, it is Jusfiflable from a public policy
standpoint If University resources are not being

completely utilized and some fixed costs are being , ) , .
recovered. :

2. oFull recovery of the University's indirect costs
will be accomplished where the sponsor pays the
then current Federal rate plus 25% to cover the

- disal lowed and other indirect coststhot bullt
‘ into the Federal rate. - .Currently at our institu-

- ERIC 43>
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, . . ..
t.on, this will produce a full ‘indirect cost - recovery
rate of 75%. At this level the sponsor will :be granted
a first right-of-refusal to a |imited-term exclusive
royalty—-bearing pafenf I|cense under terms and condi-
tions that are reasonable ‘in. the industry.

3. In those instances where the sponsor desires and the
Unlversify agrees o make an assignment of title to
any invention that may result from the -research, the
rate will be set at 50%..above the Federal negofiafed
rate, i.e., 25% above the |icense option. 'Where
this option iis to be employed, the proposed research

agreement will be reviewed with the University Patent
Office for determining that the proposed assignment of
title will not impinge on the Universify's commitments

under other sponsored research programs: or its own
equities and technology under development:.

-

%he,+h1rd category, and by far +he’larges+'souﬁées of fundfng for the
educafion community, is from the. Federal Government. Eedehal support
comes in the form of grants or confrécfs. There orice was a fime’ﬁn +he
oOST-WorId'War Il period when there was an apparent differenoe be?ween ‘
a Federal grant .and a Federal contract. However, in recen+ years +he terms °
and conditions of the funding documents in grants have become more |nvolved
and have approeched.in complexity and restrictiveness the terms and. condi-
tions in Federal confrac+§. Tpus, the disfinofion between the two is no
Iooger as cleer as it once ya;. General ly speaking, however, it can be
said that Federal contracts apply fo a work product which has been more .
cJose!y_specified or deflned by the agency. Also, contracts. usually are
useo where the subject matter of the research has been proposed by the
lagency to the contractors rather than where'fhe proposal originates with the

confracfor and is submitted to one or more agencies. There seems to 'be

no uniform criteria as to what is a grant ang wha+ is a contract. One

<\

agency may call -a certain type of work a confract and. another agency will .




+he institution must be concerned with are the terms and conditions in the
granting document which deals with the right of the institution to assume
rights in inventions that have occurred under the support and the right

tc do all the things those rights entail.

|
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: call it a grant. The use of terms, however, is not very material. What : :
|
|

There are eight Federal agéncies that sponsor the bulk of the research

prOJecfs that flow |n+o the educational community from the Federal Government. »

These agencies are the Naflonal Science Foundation, the Department of Health,

Education and Welfare, the Department of Defense, the Atomjc Energy Commission,

fhe National Aeronauflcs and Space Administration, the Deparfmenf of Agricul-

ture; the EnV|ronmen+aI Protection Agency and the Deparfmenf of Transporta-

tion.

The first thréee of these agencies, NéF, HEW and DOD, geneESIIy emp loy
a license clause policy.i.e,; one which bermifs the institution to retain
’ title and givé‘fhe agency a paid-up license for governmental purposes. They
also employ what one might call an institutional patent agreehenf type of
,operation with respect to inventions developed in the educational community.

-

| use,fhe term insfifufiohal pafenf agreement advisedly here because the

N by the Department of Health, Education, and Welfare. |t _does, however,
app%ove‘of institutional patent policies, Published in Defense Procurement
Circular No. 65 is a list of institutions whose pafen+~policie§ have been

approved by DOD and whicgh, therefore, have been gfanfed the right to take .

title and license certain kinds of inventions that arise from DOD research.




While DOD has. been’using what is called fhe |l icense clause for years, ‘in

\ .

its Arﬁy, Navy and Air Force contracts, the crédif for dévelop[ng the institu-

Tioné] patent agreements as such must go +o_+he U.S. Public Health Sqrvice.

This was a very farsighted concept dé;élopedqin,fh -early 1950's. The -agree-
ments consisted -of nothing. more than an exchanée qf etters between the institu-
tion and USPHS which set forth in a very genéral way a undersfandiné permitt-
ing the institution to take ﬁiflelio and manage pafenTS'fhaT arose from the
sponsored research. In I9684 HEW developed a more comgrerengive aﬁd probably
more legally enforceable institutional patent agreemeﬁf, which épelled out

Th; terms and conditions in great detail for the assumption of patent rlghfé.

In 1973, the Natjonal Science Foundation inaugurated a similar {nstitutional |

patent agreement program and a number of educational institutions, have availed

51 [

themselves of the opportunity to assume title to_patents -under its provisions.
Those of us who are in university patent admini§+Ea+i0n would find otr lives

-

Iquife a bit easier if we could operate under institutional paferfvag eements
across The'board. Of course that is really pie in the sky -because there i:e
some agencies that are so far from an institutional patent agreement, that'\l

am sure that we, our children, nor our grandchildren will ever see one.

" A second group of aéencies, those which ?perafe under what is T?rmed a
nfifle.clause,ﬁ i.e., reserving title to the agencyﬂof inventions that occur
unaer their sPonssrship, copsists of the Atomic Energy Commission, National
Aeronautics and Space‘Admiiisfrafién, Environmental Profec%Ton‘Agency and
the Department of Transportation. | group these agencies +;ge+her:becausé'

while THey reserve title to the Government, they also have policies for and

practice, at least to a |imited extent, a waiver program to permit T}Tle to go

4
a
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t+o the contractor. Two of these agencies, AEC and .NASA, have their patent
requirements esfabrished in enabling legislation and fheoréficarly do not have
as much flexibil'ity to handle patentable subJecf matter. It is not an
|mp055|ble task to obtain a patent waiver from fhem (in fact, NASA is qU|+e

cooperaflve)‘as it is with the two | will mention next.

H
i ~ . : .
' ! They are the Department of Agriculture and the Depariment of Interior.
‘Béfh‘have'flfle policies. Both are inflexible as their patent needs relate

to the "agency mission," and both are nearly impossible from which to obtain

: a -patent waiver.

e

Use'of the title clause Sy the jast six named agencies is reinforced
by fheir particular -interpretation of the Presidgnfial patent policy state-
ment of August 23, 1971, Sec+|on I. This section is widely incorporafed
|n+o agency patent regulaflons and provides crlter|a for the agency to
employ in reinforcing the philosophy and attitudes it held prlor to the
enunciation of the President's sfatement. Section | (a) of the Presidential
Statement provides criteria fhéficonsfifdfe“én exceedingly fine screen which
a Governmental agency caﬁ effecfi@ely employ to take fifie to patents that
~ﬁay result from its sponsored research.‘ I+ is important to note fhgf title

clause based on_fhis Presidential Patent Policy Statement is developed at
the fime.fhe cénfré&f is negotiated. Therefore, where an .invention m{ghf
fall. oytside of the scoée of the title provisions if a determination were
made after an .invention is identified, the use of the title clause effective-

ly preempts such determinations that could be beneficial to the contiractor

at a later date. Section I(b) of the President's patent polic9 statement

of August 1971, does contain provisions whereby the contractor can obtain
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title to patents resulf}ng from fhé subject research. However, the provi-
sions to this section are aimed at contractors having an‘"es+éb|i§hed non-—
governmental commercial position” ana since universifiés do not have such an
esfablishe& cowmercial,pdsifion, we are dealt with only indirectly underi

Section |(c) of the August 197i statement.

The 1971 presidential patent bolicy statement contains a march-in
" rights cléuse which the 1963 statement did not contain. Thi§ qualifies
the_contractor's title by giving the agency the right to grant addifionalf,
non-exclusive licenses after a period of time, in fhe event the contractor
has failed.fo take adequate steps to bring the invention into public use.
All in all, one can say that both presidential patent policy statements,
fhe'one promulgated by*Presiden+ Kennedy in September 1963, and the one
promulgated by President Nixon in August 1971, have not had a éreaf impact
upon the basic patent philosobhy of any particular agency. These pafen+
policy statements.are worded in such a way that any agenéy can read*info
+hem its own preconceived requirements and codpled wi%h a ferﬁ cafléd
"agency mission," the agency can be as generoq§ or miserly with patent
rights and its relations to contracts as it chooses. ‘

v,
»

Let us look for a moment at the disposition of inventions disclosed
to the Government. If one examines the Annual Report on Government Patent

' Policy recently published by the Federal Council for Science and Technology
for the combined years 1971-1972, he can, ii he is willing to make the

~

effort, uncover the dismaf track record of the Federal agencies in managing

inventions and transferring technology into public use. The tables at the
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rear of this Ii++Je document are masférpieces in obfuscation. Whaf they

do show s that whiie the Government has a -huge pafenﬁ organization and

‘handles a tremendous amount of paper work relating to patents, the interest

of Government in patents }s in form rather fhén ip substance. . For example,
during’anngverage yéar in the 1963-1972 period, it filed 3,594 patent appli-
cations. Of these 3,594 patent applications in the average year, 1,638

Ama%ured into U.S. patents. For one thing, this cerfalnl* Indicates that there is
no faculty evaluation of the pgtentability of disclosures prior to the f}ﬁe

the applications. are filed. That is far higher than the abandonment rate

.experience in the Patent Office. No institution COﬁIq afford that kind of

.track record. The report also sh;ws a. large number of non-exclusive |icenses.
This is very mis]eéding and indicates that a number of contractors are ‘¥aking
pro forma non-exclusive licenses on inventions that have been disclosed fé
t+he Government to which they were required to release title. These licenses
cost nothing and the recipients do nothing with }hem to bring a product to
the marketplace. When one Looks at the number af exclusive licenses éranfed,
and this [s real ly the test of whé%her technology is being fransfeFre& and
whether products are being developed, one is apﬁalled by the péqcify of

exclusive licenses. For example, in the six 9§ar period, 1967 fhrougﬁ 1972,

t+he Government issued 12,204 non-exclusive licenses and only 20 exclusive

-

licenses. Anyone Who has been involved in marketing of fechnology knows
that you can't bring forward risk capital with mostly non-exclusive licenses,
and that at least a |imited period of exclusivity is almost invariably required

to bring an invention to commercial realization., i ) w

The reason for citing these statistics is a very real one. |f the educa-




tional commﬁnffy, and industry as well, are to have a patent relationship
- ‘ ) »ty}fh the Federal Government, and we are to be divested of patent rights
that occur under research conducted in our facilities,. +hen | think there is
5 Iégifimafe question to beeraised; what is the Government doing with the
valuable assets that we're transferring? | think it is obvious that fﬁése
statistics conéfifufé an indicfment;of the patent system as conducted by
. several (not all) Government agencies. The track record of AEC, USDA and
Interior come to mind, in particular. Such practices are more of a deterrent
to technology transfer than a vehicle. Technoiogy is !oéked up, so to speak,
iﬁ‘pafenfs and the Gogernmenf is using the patents to control the rqlease
of the patented technology in ways that it deems to be in the best interests
o of +he public. . .ln.other words, if fhektﬁvenfion cannot be !icensed non-
exciusively, it will not pe licensed at all. This is a~pervers}on of the
intent under which large amounts of money are appropriated for Government
research. Ifﬂbehoovés this group to make whatever efforts it can to bring )
about a more widespread use of the Ii?ense clause in Government grants and
contracts for education institutions, and to also make a sincere effort to

increase the utilization of the institutional patent agreement technique.

There are two areas that | would like to touch upon br{efly before
| conclude my remarks. The first relates Té a small but concerted and
effective effort by several collegés and the universities to obtain favorable
recognition for educafiogél patent policies and their unique position to
market technology under the Energy Bill, H.R. 13565. The second relates
to the TQo lawsuits, Public Cifizeﬁ #1, Public Citizen #2 brought against

the Administrator of General ServicégﬁAdminisfrafion. As a kind of corollary
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to these suits there is a third suit between a private corporation as the
plainflff and the Department of Health, Education and Welfare and the
Unlversify of Minnesofa .as codefendan+ which | would also like to fouch

upon.
4

Both ofyfheSe matters, the Ensrgy Bill, and the litigation in the
courts undertaken by -Public Citizen Inc., arise under compefing patent
philosophies in. government as to how rights in inventions should be disposed
of. On one side is a group which traces its Ilneage back to Senate Russell Long
of Louisiana and the so-called Long Amendment to Public Health Servnce Ac+
in I965. As precedent for the Long Amendment, its supporfers were Iooklng
bsok t+o the Atomic Energy Act of the late 1940's and the National Aeronautics
and Space Adminisfrafion enabling act of the late 1950's. The proponents
of this philosophy generally subscrlbe to the thinking fhat where Governmenf
money is.involved in research, +he Governmenfvshould take titie. In some
instances, this philosophy applies even though the Government investment is
mipnimal. The philosophy further holds that the public interest is bssf
served hy the Government managlng i.e., coniholling the use of patents that
are based on §overnmen+ funded research. Opposing this philosophy are those
who bel ieve that the public interest is not adequately served by the Government
merely acquiring the naked property right represented by a patent, but is *
served only when the fruits of Government research in the form of products

and processes are made availabie to the public. This group holds that flexible

policies on patent Iioensing will enable the incentive system to work best to

hring inventions into the public use and advocafes that Government policies

be framed to emphasize the utilization of the fruits of research.




. quality. The provision in the original draft of the blil that was so object-

/ .
H.R. 13565%*is a bill to establish "a national program for research“and: .

development In non-nuclear energy sources." Thjs bill is Ifke motherhood,

the American flag, and apple pie. There is a widespread feeliné that it is

~¥

long overdue and strong support exists for research in non-nuclear lines to

< . 4 -
maintain our living standards and retain some semblance of -environmental

ionable to %he gducaflonal community was the patent Section, Number 7, providing,
in essence, that the Fedéral Gove;nmenf retain all invenfion§ and patent rights
in connecfian with discoveries made by granfees‘or contractors receiving’

energy research awards. These provisions ran directly counter to the éduca—’
tional community's experience and interest in fechnology transfer in the
public interest, and if enacted, would result in the bottling up of a Iarge:
segment ofﬁimpokfanf techriology. |f the Government's past fécorq of tech- o
nology transfer is a basis for prognosis, the private sector would have only

L) .
limited access o these research results, thus impeding rather than fostering

+he development 6f new energy sources.

Last June it became apparent that the Energy Bill was to come to the ‘ :
floor of the House with the.patent provisions originally lnserfed.byl

Representative Udall. At that fime'under the Igadershlp of the Association

of American Universities, quite a number of the educational institutions
represented here at this mééfing were alerted to the fact that here again
fhg interests of the educational community were being completely overleoked
by +he Congress in the formulation of the law as ‘it relates to technology

. <

transfer through patents. Thereafter, an active and éoncerfed effort came

into being to mbdlfy the patent provisions of the Energy Bill. One effort

* cf. to S1.283
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+ha+ apparently paid off, was that by Mark Owens of the Unlversnfy ot

-

Callfornla, who approached Represenfaflve Kasfenmeler of Wlscon5|n and

provided specific language to provide for unlver5|+y +echno|ogy transfer

>

,fn»The public .interest. This was the first instance in my knowledge that

.

our patent posifibn has been embodied in Federal Iegislafion. Concurrently,
Representative Fuqua of Florida was approached and he pnTroduced an amendment
thCh in affecf, sfafed t+hat not later than six months after +he effective

date of the act, that vhe Administrator of ithe Energy Agency will report to

_the President and Conaress concerning the applicability of the existing patent

pO|ICIeS affecflng the energy programs and- make recommendaflons concerning

amendmenfs or addlflons to sfafufory prOV|s;ons which are deemed torbe

" advisable. This six month period should provide the colleges and universities

with adequate time to formulate the necessary language for the Energy BLII,

3

Another arena in which the pro-Government-title forces have come intQ

. conflict W|+h the pro-license ‘forces in the past year, is .in the courfs

Two IaWSUIfs have been filed in Federal District Court, D|s+r|c+ of Columbia,
against Arthur Sampson, Administrator for the General Services Admlnlsfraflon.
%he t%wrst lawsuit, for.convenience, calleéd Public Citizen #1, *was brought by
quliejbiiizen, Inc;, +he Ralph Nadar consumer advocate group together wi?b‘
eleven interested Conéressmen. Public Citizen, Inc., alleged that the regula-

t+ions based upon the Presidential Memorandum on Patents dated August 23, 1971,

which were about to be promulgafedﬁpy the Administrator of GSA, broviding

for the issuance by Federal agencies of exclusive | icenses to use and develop

patentss and inventions,(in some cases, :without compensation to the U.S.

)

Government) amounted to a disposition of Government property in violation of

4 )

Fd

~
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Arficle 4, éécfiqn-3,;GIause 2 of the Constitution wﬁlqh grants to Congré§s

N

the sole power to "dispose of and make all needful Ruies and Regulations
respécfing Property belonging to the United States.” The court granted
the plaintiff's motion for summary judgment, adjudged that fhe,Cohsflfu-

tion prohibits the granting of exclusive licenses wlthOQT'Congreésidnal

.
e

. ‘Authorization, that the defeﬁdanfs were not so authorized, and it set asidéA

the regulations promulgated by the defendant. ~

' ’

While this case did not have a direct bearing on the patent position

of colleges and universities, lf‘emboldened'PubITc Citizen, Ing.'fo file

“ : .

a second suit, Public Citizen #2, which attacked those regulafiohsvwhlch.

'3
"‘ 4

alloy/g,granfees or confracfors to be aIIowed to take greafer rlghfs than
aanon-excluslve license (i.e., title) at the time of contracting.or |n advance
of the making of an invention. Forfuhafely, the defensive position of ‘the
Government was considerably sfronéer in the second suit. It was able to
marshall strong argdmenfs going to the merits of the casé and it was aided

by a number of amigug briefs (including one from fhg,American Councilion
Education). Unfortunately, this case was not tried on its merits but was
diémisséd on the grounds that the plaintiffs ]acked the necessary standing

to bring the suit. o ]

The matter is not dead there, however. Another suit has been filed.

by a private corporation against HEW, its officers, and the University of

Minnesota in an a++emp+ to have those regulations set aside under which HEW
al lowed Minnesota to take title to a patent, the researéﬁ for which was

fjﬁ%ﬁged, in par+ by a Federal grant. The plaintiff in this case had previous“—"y

ly and.unsucaessfully attempted to obtain through HEW administrative channels,

. : O4d : -
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a non-exclusive license under the agency's Governmental license, in spite
. ¢ ’ [ | :,
of the fact that there was an outstanding exclusive license.

J -

»

We see in these .last two lawsuits a major challenge to the fechnplbgy
transfer and patenTAprograms that have been nurtured in col leges and yniver-

sities over the years. If the plaintiffs would -prevail in the last mentioned

suit, no outstanding license based upon a Government financed iﬁveﬁfion wou1d N '

be safe from attack. There are hundreds, .if not thousands, of these }iceﬁsésd

2

-
14

6u+s+ahding.

In conclusion, all | can add is that we have our work cut out for our-

selves in the months ahead. ce T .
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‘FUNDAMENTALS OF PATENT POLICY: .
-~ SOME™ ADDITIONAL COMMENTS :
.\\\ ' . -

Wallace C, Treibel,*
Governhment Fiscal Relations
andf§Patent Officer,
University of Washington

©

I'd Iike to preface everyfhing | say here by admitting that if | qualify
as an expert, it's only because I'm more than 50 miles away frém home. My first

thought s to ask ourselves why colleges and universities should involve them-

selves in the transfer of technology and develop a viable patent policy. The

answer is that such steps serve the public interest and insure equity in the

proceeds from inventions. Where Federal grant funes are involved in the support

of the research behind the Invention, the universities are able to do certain

+ -
“

fhings that fhe‘FederaI Government cannot do well or do at all. For example, the
rederai Government Is not able directly to provide the degree of excluslve pro-
prietary profecflon needed by commerc:al developers who mus+ inves+ huge sums in
develoelng certain inventions. {hey want some reasonable assurance thaf the com-
Bany down the street won't copy their expensive development efforfe and,undersellp
+hem before they recover +heif deve lopment EOsfs and a reasonable profit, For

a while, +he Government had the- authority to grant exclusive |icenses of I'mifed

duration to private companies but, even when they’ had this privilege, thsir pro-

- ———— [, A ]

cedures involved considerable red fape, fhus negating fheur effecfiveness. Then

: .along came Ralph Nader with his legal sult and the Federa! Government is in a

quandry over how far to go; if anywhere; with,exclusive |icenses.

" The point to emphasize Is that If you are going to attract ‘a company or

.

- >

¥See Appendix B for biographical information
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. companies to invest heavily in an untried and untested invention, there must be

some vehlc!e to encourage them to do so. The University with a sensible paﬁenf ‘

policy and some focal poin+ to adminisfer invenfions coupled, perhaps, wifh ouf—i

side expenilse to handle the patent app1lca+|on details, market investlgaflon,

| fcensing and so on, Is in the best position to carry out the imporfaqf'fech—
. L §

nclogy transfer-roie mpost-effectively. .

-

Aﬁqther thing. is to get the a%fenfion of the pofen;ialfdeveloper in the

first place, and Aere +he universities or their patent management outlets are
in a better position to do ;HET than the Federal Governmenf With respect to
insurlng equify in inventions, it should be noted +ha+ it the Government takes

all, fhen the inventor gets nofhingfand the university gefs nothing and that's
nof'fighf; perhaps a by-line, bu+ thf's not very much. A patent policy_a+ your
institution will also dlspouragé informal Teéhnology transfer via a consuiting
roup. under which the equities may become more fhén a little diéforféd. So,
in summary, | think that serving the ppblic.lnferesf and insuring equity are the

two underpinnings justifying universities to get into this area and develop a

viable policy.

-

. Irwouldllike also fq say ; couple of words abbu+ the variability of inter-
/prefafions Qg g?vernmenf p&feﬁfvpolicy. The uniVérsifies have worKed with vary-
ing degrees of success to promo+e a -policy under which\nbn—p;ofif univérslfies
may obtain title and Llceﬁsing privileges with the lea§+ amount of red tape.

_ This has been going on for at least Tep'years that | am aware of. I've"beeﬁ‘

involved wifh.fhe~Cpmml++ee on Governmental Relations for about that same

-
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period -and- more recently as Chair&én of the Patent Subcommittes, So I'mAfairI;
well awars of whaf?é gpiﬁg on in this aréa, and Will F;rnell has. covered the
various level of success fhéf have been worked odf. I+ hasn't been easy. The
thrust of the university's efforts have been frustrated by the complexity of
the. subject area. Simply attempting fo'explain—some of these matters to your
favérife céngressman involves é;massive edﬁcaflon Job., Then, of course,,fherq
is the tendency of some of the Federéf agencies and the CQngress to couple the
non-competitive universities together wlfh prlvaTe Industry. Of course, they
are very'différenf and, as such, they should require.ﬁifferqnf kinds of treat-
~ment. Then there is the over—caufjoysness of some Federal agency people who
fear the spectre of fostering monopoly situations (and thus you have restrictive
patent policies |ike the Deéarfmenf of\JnTerlor and so on). This is a Rlﬁd‘of a
form%dable jungle iqlwhlch to make any meaningful progress, but it is worfhwhile’
}or'qs to keep plugging. We are trying through the Patent Subcommittee of the .
Commi%fqe on Governmental Relations to foster educational efforts and to prsvide
information at appropriate times that may influence change. Our Subcommittee

is going to be concentrating its affen%@on cerfainl§ in the coming months, at
fhis(nexf meeting as a matter of fact, SQ resfaffgg the basis for speciél treat-
Jment for universities due to their non-competitive nature and other unique con-

~

siderations.

So all the help that we can get from those of you who want to volunteer

to draft a white papsr -or whatever, certainly will be helpful.




FUNDAMENTALS -OF PATENT POLICY:
DISCUSSION

ﬂbuesfloneri What is your recommendation on a policy statement as to who
is covered. Do you frecommend only faculty, or faculty and staff, or faculty,
staff and students and espeé1ally if you include the students, how do you man-

age- to -make them aware of it .and agree to fhespolch§

Mr. Stam: This remains a continuing problem, even for those of us who
{hink we have fully implemented programs. At Cal Tech we are currently look-
ing into some -phases of the question you have askeg. At Cal Tech it bas:beén
. our practice to obtain employee invention agreements from faculty and sfaf%
so that any lnvenflohs‘creafed~{n>+he course of their work as faculty or staff
with the use of the institute facilities is subject to empioyee invention
agreement leaving title wifﬁ Cal Téch. These agreements are signed at the
time of gpploymenf and‘so it is resolved right a} fhe,beéinning. We_ found
recently after ail these years fhaf a vacuum existed as to how we treated stu-
denf;, particulary students who we hired as graduate teaching or research
assistants, or who may hold a fel lowship from a federal agency. I+'s(my be-
- iief in view.of our contractual obligations that we should have them under

an- invenfion agreement which will allow us +o ful fill any contractual obliga-

tion we mighf have to the aggncy and probably be of assistance to them in

that the institution rather than the individual be in the position to seek and

acquire fifle.t | think that most of the federal agencies would agrae on that.

R A L
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fulfilling their own obligation. Moreover, | think if‘s in the publjc interest
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»

Quesfioner~ What is an equ!fable and mofivafing percentage of royalfles

"‘assigned to. InlelduaIs or Invenfors?

%

Mr. Stam: At Cal Tech the percentage s 15%. | might advise you that
this was established by a kind of ‘an ausferewfaculfy body around 940, The
philosophy behind it was (and once again you get back to the philosophy of
the institution énd its faculty body) that they wanted formaké it high enough
to create an air of cooperé}lon. But they did not want it té be of such an
amount -as to causé people engaged in basic research to lose their -objectivity.

‘. 3 .
I you- have an engineering school and you want to create applied inventions,
you might offer é’lgrger reward. )

ra

Another Answer: We think at our school that the front end payment, offers’

o4

the maximum incentive to the faculty to disclose inventions when income is low
(up +o $5,000). Since the ﬁeaviesf percentage goes to the Inventor he wili do
+he necessary "red. tape" which goes along with filing a patent application.
And yet it doesn't become the tail wagélng fhe“dog. After the royarfy income -
reaches a certain |level It slacks off and ulfimafely the institution's share
exceeds‘by far what the inventor gefs. | think If's important to minimlze fhe
Téndency to berhaps boofleg research simply because faculfy members don't get
an equifable share from the unlversify. A policy as described will encourage
(2

the invenfor to ropc*f Invnn+!onc aspecially when fhera's no expsnss to the

inventor.

<

Questioner: Was it 15% gross or net? .

60 .

<
~4
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Mr. Stam: In our case it's gross. | think these remarks simply illustrate

that it's an open matter and you have to look at your own philosophies and your

own aims an\\goa!s and the nature of your own faculty: body and come up with some- )
_ thing whlch safnsfles +hem and the Insflfufion. For oné thing, some of the

‘agencles place a limit on royalty income paid to:the lnvenfor. The: institutional

s

agreemenfs of the NIH place a- limit on royalfy payments probably for +he same
reasons we do, faculfy has done so to lfself.

v b
Questioner: he ns+l+u+|ons ‘represented on the plafform make a dis-

flncflon between the Indlv\\nal faculty member supported by sponsored programs
versus that individual who 1s\zisically working in.a laboratory furnished by the

institution?
L

Mr. Forneli: As far as our institution is cencerned we make no distinc-
+ion. We feel that once a man has kind of broken a barriér and Is using uni-
. £™S \\\ .
versity facilities, then the university has right of first refusal to the in-

vention. ' \

Ay
N

( We do not dlsfingulsh befween sponsored ;nd unsponsored work insofar as
overall rights are concerned but the unlverslfy does disclaim any vested inj
feresfs in inventions that are developed enflrely on a faculfy man s own time
and not involving use of university resources. In +he event +ha+ he feels that

he is in such a position we do ask that he clarify this, get his deparfmenfa]

chairman's endorsement -and we then wiil formally waive institutional rights.

L4

Mr. Stam: We make no distinction, but | think it is a deeper question.
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H

You have to gc back to the philosophy of the facuity body and the institution.
There are many ‘institutions which do not have employee invenffqn agreemqnfé;
-except for sponsored research which includes a patent requirement.. |f you have

that kind of set up your question is irrelevant. When every employee signs an

[y

lnvenfion‘hgreemenf it's the concensus that we make no distinction.

¢

Questioner: Is there any feel among the members of the panel as to what |
you might cali "Know-how" or non-patentable technology that might be |icense~
able, or is being |icensed?

o
Answer: Well, phllcsophically this is a problem for me and it may be less

so for others, | fhlnk»%haf in a university situation where you're publishing
everything you do anyway, when yoh're doing most of your sponsor;d research for
governmeg} agencies with the responsibflify fb disclosé and publish where you
may be subject to the Freedom of Information Act, | find- it éifficulf foiflgure
out how in the world we can sell| "know-how" even though we've gpf‘aﬁ awf?ﬂ lot
of it. | get into a bind saying, "Well’, how can | charge somebody for +é"i,;s

'know-how' when other people can get it free?" So, we haven't made much of an

ef fort to sell "know-how." We simply encouraged our people to consuIT.V'Thé

-
P
&
'
¥

faculty is free to consult a good portion of their time.

Another Comment: Where we've established that pafenfé are impractical and
sponsor's conéerned have been fully satisfied, and yet there is a need for ;
technology interchange befweep the consultant at the uﬁiversify and fhéucompany,
yanf&n; to make this thing even without the patent considerations, | have qraffed

H
up a three party agreement including the consultant's part of the agreeﬁenf.

1

\
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0% coufse we want to be sure fhaf we. don't subvert our own patent policy by-
going this route. I[t's only affer we have fully esfablished that fhe pafenf

situation won't work, that we consider such an alternative.

o
S




INTERNAL ADMINISTRATION OF TECHNOLOGY -
TRANSFER: ’
ORGANIZATION OF A UNIVERSITY

PATENT OFFICE

Mark Owens,¥* y - .

Assistant Vice President, o
University of California

Lee Stam méntiéned several f}mes in his comments this morning that we all
have .different ways to do things and the best way is the way it héppeng to meet
your own peedsi: |- can only speak of how We_hand[e éafenfs at’ the University of
California. | am pleased to bé ablé to talk about fhi; subject esbecia]ly since
you may have noticed from the biographical material handed out to you, | am not
the Patent Administrator anymore at the University of California. | sfoﬁped being

' that about a year and a half ago, and I can't eveﬁ—clalm to be an expert because
the year succéed1ng my last year, the new Patent Adminis¥rator more than doubled
royalty income. But | Tike to beiieve it was because of a good firm base that
had been Iéld-ln the previous years. ’

-

Our structure is perhaps not unique, but we have one unusual feature in that
we have a multi-campus University. As you may know, we have nine campuses plus
various fleld stations and laboratories in the University of California system,

but this whole system is administered by one organlz$+lon,known as the Board of

Regants. We are. fortunate In that we managed fo convince our Board of Regents when
we established the patent policy of the University some years ago Thaf the only
logical way to operate, as far as we were concerned, was with one patent organiza-

fion and no+ with nine differen+ organizations, The Universify of Callfornia

Patent Board is the only committee that reports directly to the Board of Regenfs._

. ¥See Appendix B for biographical information

'y <
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it goses fhrough no other administrative head, but reports directly to the Board.

R This Patent Board..consists of eleven people. Now these are nqminafad»bf.fhe

g

President and appointed by the Regents, They are al | academic -people. There
is no requiremenf that they be academic, it just happens that they .are all

academic, including such people as the Dean of the College of Engineertng at -

fhe Davis Campus, and so forth, We then have fwo others to round ouf the eieven.
One is an appointee of the Universify-wide Academic Senate. ThJs is where the

faculfy feels it has more inpuf into the structure. And finally there is the

\Chairman of the Paterit Board in which capacity | happen to serve.

Under our policy the Patent Board has all of the aufhorify relafing to the-

7 handling of inventions within the University. It establishes or recommends

polncy to The Regenfs and also has all of the administrative aufhorify to handle
invenfions. What ‘has -happened, of course, is that the Patent Board has delegafed
all of its administrative authority to the_Patent Adm?nisfrafon. The Pafehf
Board meafs annua]ly and discusses broad poILcy questions and s6 forth. Under '
our structure the function of Patent Adminisfra%dt requires a full-time person.
The Patent Administrator is located in Berheley, the University-wide headquar-
ters. The patent staff of the University consists of four people, the patent
administrator, an admjnistrative assistant and two clerical people. We have no

patent attorneys at all on the: staff.

v

What have we set oqrselvés up to do now that we have established a patent
program-and this patent office? What should we be,prapared to handle? Not neces-
N " »

sarily in the order of importance but perhaps in some sort of order of chronology,

<

606 ' )
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the ftrsf thing we want our patent staff to do is to%he of assistance to u%;in
handling the actual negotiation of all patent articles. When I falk about
negotiation of patent articles, | am talking about negoflaflohs with federal
agencles (to the extent that negotiation Is possible with some‘of them), with
private sponsors of research, and with non-profit sponsors of research. Al-
.Though we have a contract and grant office which is University-wide, as well as
nine separate campus contract ahd grant offices, to work with séonsored research,
they do not have any authority in the patent area. The only beople who %ave any
négoflaflng authority in the patent area are the people in our pafenfaoffice.
Secondly, w; want to make sure fﬁaf we get all of the possible disclosures we can
odf of the University faculty and staff.> So in order to accomplish fhls,‘ﬁe have
done several Thlngs.‘ one, all of our sféff ;nd faculty have signed patent agree-
ments and have thus agreed to repori to us all of thelr inventions so that we can
examine them to defermlne whe{her the University has or does not have an equity.

| might just point out in passnng, t+hat this is an area where you can havg some
probleﬁg if you are starting a new patent program. Prior to 1963 when we sfarfed
our new program, the oﬁly people whg signed patent agreements were people who
were working on government sponsored research and evéry +ime they got a new con-
tract or grant they just signad the samc old patent agreement over again. That '
patent agreemen+ In essence reqyired that they reborf inventions so that we could
carry out our comittments to the sponsoring agency. At that time, incidentally,
our pollcy was that assignment of anenflons was strictiy opflonal In the absence

of any commlffmenfs +o sponsors. In 1963, we changed to a mandatory assignment

pollcy and required that everybody slgn the new patent agreement, ofherwise, they

didn't get paid for the succeeding mpnfh. Well, as you can imagine, people Iearned
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about the. patent policy quickly and | must have had thirty phone calls a day

. for about the first six months. The complaints soon ended when the program
e

became successful, howéver. If'furned,ouf, and -l am sure those of you who ‘go
;hfo such a program will find out, that the real problems 90u will have.after
your program gets started is not faking,invesfions from people, but in giving
them back asd tel ling them you really don't want their inventions. That's when
you really get the arguments. The question sr}ses as to how you solicit disclo-
sures., Basically, there are two ways to és it. You can tel'l people ¥ou've got
. to disclose your inventions. This doesn't work very well. You é;n hifs people
to.go out and check notebooks and that doesn't work very wel! either, It's a
nuisance, ana It takes'a lot of .time and a Io+ of frosble, The way to get in-
venfions, we are convinced, (and | know that there is a lot of argumen+ on

. fhis) is in making it a financially attractive thing to the inventor to give
you a disclosure of his invention. So when w; went to ouk mandatory assignment
po;iéy, we also went +§ a 50-50 sharing of net royalty income with the inventor.

We‘defermined net after faking.ISZ off the top for administration; we then

recapfure all of our out-of-pocket patent prosecuflon expenses. We then "impound"

’

fhe money for a year, and then split 50-50 wifh The invenfor. \

2

Q2

After you get the disclosures, what are you 'going to havs your staff do

»

with them? This can become a pretty time consuming and cumbersomé procedure. In

our system we are tatking about between two ahq three hundred disclosures, a year,
handled by a four person patent staff, which obviously is a bréffy good volume.
You have to have some process of review aid ané!ysis to de+erminp,+ha+ the dis-

»

closure is worth pursuing any further. The first approach Is, ¢o~have your own
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cooperative In alving these reviews fégus. QAnofher method of review, whigh we

62

- patent staff (and as | say,;we are talking about two people who could do fhls)‘

+

make a cursory examination to see if the disclosure is at least written in
coherent English so It would. hopaful iy make sense to somebody. Then, if it

4

doesn'f, wé go back to the inventor and ask for clearér explanation. If it
does, we then go o ad hoc committees of experts. We don't go back to the’
Patent Board. The Patent Bgard“déesn'f look at disciosurés.. 1t is strictly a
policy board. Wa']l look in our campus directories and pigk’60+ Préfesébr
Jones and Smith on some ofﬁer campus, who we undersfan& aé; experts in fhis
particular fieid, we send them a form letter (we havé a iot of form letters —-
you have to with this kind of volume). In this form letter we ask for their
comments on the fechno]ogy waH the éuaranfgg that we wiil keep. their names
confidenfial. ﬂe get back the .comments. from these people, we send the comments
bagk to. the inventors, with certain éxpiefives and nasty comments deleted, and
ask the Inventors for comments, rebuttal, or what have you. This is a very '
successful procedure. | think we have been turned down maybe five times {n
twelve years by people who say they. are too busy. Usually, the facuity is very

) £
have followed occasionally; -is to go to licensees.’ |f we have existing 'l icensees,

who we know have an Interest in this particular technulogy, we might go to them,

(perhaps on a confidential disclosure agreement, perhaps not}, and say, "Here

s a new disclosure which we just came up with. What do you think about 147

Does It ook like it's worthwhile? w%ng}you be interested?” Now, we have re-

ceived the reviews and the analysis, and the next thing we'rs g&?ng to have to

@

do, Is handle that invention disclosure.

we

[
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There are basically three things we can do with the. invention. One is to
thank the Inventor for havlng given us the opportunity to look at his new
,Tecnnology, and give it back to him. This happens in a large percentage of the

cases. We give it back to the inventor and then he tefls us why we were wrong-

‘in giving it back to him, and so forth. But many of our disclosures are re-

" - *urned to the inventor with éreaf thanks. Another possibility Is to report

the invention to the Fedsral Government, where the government has been a sponsor,
and say, "Here It is. You do with it as you choose.”™ |f we've decided that the
lnvenflon is wof#h'puf?!hg cur meney into, we then get an assignment from the o
‘ in:epforv So subsequent fo fhe.revie;, ;ne of fhreg things wlll‘happeﬁ: wé'll
%_rep6r+ the invention to the government, we'll give the invenf{on back to the T@~
ventor; or ;e‘|1 take the invention, get a formal assignment, and take It fréﬁ

the inventor.,

<
.

Then wé get quo the next step of patent prosecution. We have a fund with
which we can retain pgfenf counse | and Ihcldenfaily, this can get rather éxpeq-
si;é as you can appreciate. This is why we pay on the basis of net rather than
éross. We. probably have a sufficient volume to warrant lnslde pafenf counsel
We have a.Iarge general counsel's office in the University, some sixteen lawyers,
but we've never felt, It was appropriate to have internal patent counsel primarily
becausa-of the geography involved. As you know, our campusés are 600 miles sep-
arated, north and°sou+h, and that could become prgffy much of an administrative
and travel burden to be go!ng up and down the state, gpd secondly, we just don't

feel that any one person or two people could really adequately cover all the vary-

}ng tachnologies which we come up with, so we try to.pick patent attorneys
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.

throughout the state, depending on their fechnlcal competence and location, near
to the- Inventor, We watch the work of the patent attorney. We don't censor his
work by any-means, because we don't have the ability, but we'afjleasf make sure‘
+ha+ wetgef coplies of all the documents fhafya}e.flled, check the billings: to

make sure they are appropriate, -etc.

v

-

Then we want to be staffed in order to negotiate llcenses wlfﬁ'prosbeeflve
llcensees, because unless you get a license, you've probably thrown your money
away-ln patent prosecution. We are not concerned with profecflve patents, we're
concerned wlfh:making money on our patent program. So the Patent Administrator

is then required to go out and try to find the |icensees and the lucrative licenses.

- The way you find the |icensees are several. One is just ?rémlconfacfs, which fhe

4

Patent Administrator has made iQ&years past, with people in industry. Another, %

and usually not a very successful way as far as we are concerned, is Jjust tP pull

~
.

out Thomas Register and look at al | the AAAA companies In +he fechnological fleld
and send them all a letter. That happens to be, as far as we- are concerned,
relaflve|y unproductive way of getting licenses. Another way, as | have men-
tioned, is to go to existing licensees and .seelif fhey are Inferesfed n plcking
up another license in this area which we know is within their field of inferesf

Once we find this prospecflve licensee the Pafng Administrator acfually negotiates

the Ilcense or the option.

After you have the invention llicensed you're. not through yet; because if you
are going to do an adequate job, you have to police youF licensee, You know they

are all honest people, but, there can be clerical mistakes ane accounting mistakes,

. -
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‘efc., so you've got to require as part of your license +ha+ you ge+ periodlc
reoorfs, quarterly reports, or what have You, as to amount of royalty, amount
-of sales, etc., and you also have fo preserve for yourself the right to send
your own nnferna! audifors or external auditors, as thé case may -be, into the
llcensee s organiZaron to actually check his books in the event you feel that

there is a problem..

The Patent Administrator then has the responsibility annually of figuring
out, undefr that rather compiicated formulae mentioned earlier, the inventors

share of the royalty. -

~ The Patent Administrator is still not through fhough because she has aT

least one -more thing left to do.. Since we do make{; !|++le bit of money with

our -patent program, she is now req;ired to prqﬁafe the dlstribution of the sncohg
back to the campuses;’ We guarantee every campus a certain amount of money every
.year. This gées to the Chancel lor of each campus (who is the Campus Chief Adminis-

t+rative Officer in our organization) and he can do with this money as he chooses,’

as long.as it is used for graduate students' support.

<
]

The. Pafenf Adminisfrafor then receivés requests for grants from anybody in
the Universify who is |n+eres+ed in getting a grant from the Patent Fund. We get
many requests for. such grants. The idea is to give people money from the Patent
Fund in +hoseiareas where, hopefully, fhere wlll be more inventions upcoming to

keep the Patent Fund growing.

This is a very broad treatment. If you are going to have a complete Patent
Program, this covers what you can expect or what you should expect your people

to. be..doing.
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E}éhds what you are trying to do, only {f you have them working with you, will

INTERNAL ABMINISTRATION OF TECHNOLOGY

TRANSFER:
COMMUN ICATING WITH THE FACULTY

Roger G. Ditzel,*
Assistant Manager -
lowa State University Research .

Foundation, Inc. -

The area of communication with the faculty is, In opinion, the key to

] any‘successfulﬁuniversify patent program, because only 1f\your faculty under-

any program, no matter how well conceived, succeed. It Is just as important
to have good coﬁmunlcatlons with your faculty, whether they have executed an

agreeme&f to ass;;n inventions to the univérslfy or not. . .

The word, "faculty", as-used here, refers primarily to faculty resear-

Ay

chers; i.e., fhose'unlversify employees involved in research, but a!so includes
graduate students. Faculty members at lowa State Uplversify are\preffy nice
people, and with very few eicepfiqns,'exfremely ethical. They appr ec!afe equi-
TLes. They want everybody to benefit from their eff::ii;//They Talk to each

other often, and there is a great deal of interacti If they don't |ike some-
A T

fhing, they will tell everybody and |f fhey do lnke something, they will tell
- 7 iz

.everybody. The word spreads quucklx\\ They will Ilsfen to_all sides of an argu-

ment and make Thelr decision, but fhey cerfalnlz\resisf aty trary edicts and
- \: ] . . -

pressures. - ) 7 - v
< éi

\ Faculty researchers have attitudes that have:been developed over a period
’ 5,

of\X§irs that must qéjconsldered. I'f they have cdme out of the extension area

/.

or ag\lcuifure, they very often will misfakggiyﬂbelleve that the best way to get
N .

L

o

*See Appendlx B for biographlcal fn{ormafnon

\

3
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A

_ technology used is to give it all away freely, that all that is necessary is to |

publish. Some of your faculty members may have very strong anti-business, anti-
o ' g k .

dol lar and anti-patent attitudes as a regulf of their experience. Maybe they

didn't get a job in industry they wanted once, and keep an anti-business attitude
I 2N

H

. without really thinking it through. Most of them don't understand the bafenf
system. . : : \g
. : N

. There is also a lot of misinformation around, including many old wive's )

~ tales. Every few months we have an invenfo} saying, "Well, I'1l just put it in
a registered letter. and mall iflfo mysel f and then |'i| have all the profegfion'
| need." Try carefﬁl[y to explain to him that that isn't going to do him a bit

- of good.

-

With so many differing attitudes énd wrong information in the minds of
your faculty, it's vitally important %haf you structure any pafehf policy to
fit the objectives of the individual faculty researcher and the university,

" both from the echafionaI and the research viewpoints. You must cénvince the
faculty you are working for them, not taking something away from Them..

-

-3

.No;, the faculf; objectives in research generally are\direcfed to develop-
ing new knowledge, disseminating it by publication, and thereby having that
knowledge used by someone else. Herbert Spencer, the great |9th century philos-
pﬁér and educator, said, "The great aim of education is not knowledge but action."
|f you can show your faculty members that through the use of the patent system,
by disseminating information that way, they have -a better chance of geffing’some i

action and ge?fing knowlgdge more widely used than without that system, you have

a good possibility of obtaining a posif}ve response.

~J
o
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For that reason also it is important that we structure our pateént policies

and systems fog agministering those policies not for dotlars of profit, but

rather to further the university objectives of disseminating knowlédge and getting

technology used, The patent system is the best available and most widely used for

L3

information retrieval on applied'fechnoiogy, and fhrough—fhe patenting process you

are putting information.- into the system. -

¢ There is another very good argument with faculty in favor of using the patent

system. Most researchers in universities don't realize that new deve lopments_ that

bpelong to all through open- publication will not attract the risk capital necessary

to bring those developments to the market.

At lowa State University, we have a Research Foundation which, as a separate
/ . '
corporation, takes assignment of patent rights. The University itself does not

fakefassignmenf or title to any patents. There is no agreement to assfgn'as a

v

condition of employment by the University. -Over the past five years, we have

.averaged just under $20b,000 per year. of royalty income from patent |icensses.

At the present time, we are at a $50,000 per year level, due to the expiration

of a major patent. However, we are rebuilding our base quite successfully with

several royalty-producing patents, and expect to be back up o the $200,000 per

) iear level in a short time.

Our Research Foundation was founded in 1938, so we have had a system work-

Ing for a long time and get excel lent faculty cooperation. We pay‘all the prose-

cution costs if The inventor agrees to assign to us. There are very few cases

where the inventors have not come and voluntarily agreed to assign patent rights
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to us. When we do receive royalty income, we deduct !5% of the gross to covef
administrative costs. The inventor receives 15% of the net Income, and fhig has

' worked very weil, The balance of the net income goes back fto the University to
funé res?arch, to §uppor+ graduate students, and to suppor+~fqrelgn faculty tra-
vel. Since the University cannot use state fﬁnds for faculty fraxqi pufs}de of
the country, Resaaréh Foundation funding of such travel is of great imporfanéé.
WITQ reg§rd to research funding, we have é competitive University Research Grants
Program which we run every ysar, through which around 100 éroposa1s for research
are submitted. We fund the successful proposals from three souébes: our NSF
institutional Grant Fund, our NIH General Research Support éranf Fund, both of
thch are going down rapidly, ;nd our ﬁqseaéch Foundation royalty income. Re-~
searchers realize where the funaing for these research grants has originated, and
mény of the faculty have received such funding. Our younger inventors very‘offen
have received fun&ipg from the royaifie§ioﬁ older faculty inventors and this fact,
when understood, goes a {ong way, to helping those people feel very comfortable
with oﬁr patent system. They can see how what somésody else has done Is help;
ing them, and | think we can reasonably expect to sfay-wifh I5iﬁot"ﬁgf income
back to the inventér. The fellow who invented the use of diethylsti Ibesterol  in {
cattle feed received something on the order of one-third of a mr{lioé‘dollars

for his share. If you have ; "big" one, the inyenfor’doeé very well, but most

of the time there is very |ittle or no royalty income received by the inventor.

»

| strongly recommend a very low key approach in dealing with faculty on
paterit matters. Be helpful, give them feedback. Understand your own pafénf
system and your university objectives. Understand how you're using the patent

©

-
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. . system to the benefit of all and be able to explain it. Remember patents
: \\< are only a very small part of the whole universi+y compliex. You don't do re-
search at fhe_UnTvérsify to generate patentable inventions, but often patent-

.

\\\:fle subject matter comes out of research unexpectedly.

Y The important thing Fs to make the faculty a part of fﬁé:whole patent pro-

.cess? but without making it-burdensome. To do that, | believe it Is critically
important to have a focal point on campus regarding pafenfs'fhaf'will.give a.
fast responge, It can't be somebody that's gone al! ths time,or that has so
many other things to do that when an inventor calls he doesn't get a call back
within a day or two.. We always try to get right back to the individﬁal and sit
down and talk with him whenever that is desirable.' Whether you use an outside
pa;enf management organizafion,aor have your own patent personnel, thre should
be someone on campus |isted in the phone book under Patents, that any inventor

- :can call and ask for advice, that any inventor can call and get in%ormafion,

. - that any inven*or can call and say, "|'ve got a hbf‘qne for you." Most of the

time there won't be one of those big breakthroughs, but you never know. Every

once in a while you will_get a call that involves an important invention.

/

It+'s important to disseminate information on your program other than by,
word of mouth. One of the things we have. found. very useful- in this regard is a
brochure for }he faculty that explains the pafénf system and how it fits in at
lowa State. &e hand these out whenever possible, and use them in a variety of
ways. Qe also inserted a statement on consulting, boinfing out that the inventor
may do consu]fing under existing unfverslfx policy, but that the Research Founaa—

tion does not become a party to that consulting. We have a similar brochure for
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industry entitled, "Inventions from lowa State" and in that we have a statement’
that deals witii consulting aiso. Such statements help engender a posffive atti-

t+ude on the part of faculty members. ) -

4

‘This morning you heard the resu!fs of two surveys on patent costs and royal-
ty }ncome. I+!'s very Iimportant that we recognize there should be a lot more to
the patent program in the University than the royalfy income. The university has
a,very strong responslbilify to help educafe Its sfudenfs and faculfy on the

patent system. These students go out into indusfry, and all of a sudden, fhey

. are confronted by a patent system that is considered to be very Imporfanf and

o

they've never heard abou+ it before, unless we teach them. In fhis regard, one

of the things that we do to help our whole patent program work is to give semi=

nars on the patent system to educate and to stimujate faculty and students. We

give these to deparfmenfal faculty meetings, undergraduaferclasses, and to
graduafe students, in which we talk abou+ the patent system in their particular
field. In some classes we even gtve +he senior students an assignmenf of 901ng
t+o the "Patent Office Gazette" in the Iibrary and digging out some of the most
recent inventions in a fie]d which gs of’lnferest to them In their studies.
They fhan write a report as one of the lab assignmenfs. by works very well.

You should consider having this seminar capability available relative to patents
from your pafenf office-~but don't push it. Have it there, do a good job when

you do i+, and the word will get around. You will find that you are filling an

educational need fhaf's part of the university's responsibilify

-,

We also list patents issued along with other publications in our faculty ’ -

.newsletter, with patents counted as publications. The Vice President of

D

i

poRvNY{




Research and Dean of the Graddefe Col lege also ;alks to new faculty members
during his initial meefings with them on our ese of the bafenf syefem. As a
resuif, we get a number of them coming to ns, asking for more details since
fne_universify from which fhey came probabiy had a diffeFenf éysfem or no sys-

tem,

°

I woulé fike to comment now on our philosopby and practices in Jealing with
faculfy on patent disclosures and prosecuffon. Any time somebody contacts us,
even though they only have the concep+ of an Invenfion, we will record that con- .
ception as a disclosure. Wifh?many of fhese, nofhing further happens, but we
find it's the second and fhlrd disclosure from an Inventor that may be an ex-
cellent one. |f we can treat the Individual well on his first disclosure and
don't just say to him, "foreef it," he'll come back. |t costs us very l'ittle
+o'log in a disclosure,_byf gives us a chance to communieafe, fo'keep up with
activity within a given research area, and provides a basis fer fol lowing up
with the inventor at a later dafe.‘ Another thing we elways-do when éalklng to
an inventor the first time, is explain fo‘him'thaf there is only a very small’
chanée of any royalty income coming back to him. We tell him that if he is
donng it for the money, he is probably wasting his fime. Aleo, when the phone
rings and we set up a meeting, we always try to go ou+ +o the inventor's lab
and meet with him there. This may- seem minor,.buf we—belieye i+ can be‘im-
portant. We used to have our offices in an engineering coflege building,
but fhey were moved to the university adminisfraflon bullﬁing. Faculty re-

searchers don't like the concept of a university adminisfrafion building’ since

they perceive it as putting constraints on their research. In your patent

»

&

&




e ' 73

-~

program you do not want to have researchers thinking you are there to con-
« _ strain thém or take something away from them, so if you can go out to their

)

«.lab, 1t works much better.

We %Igays ask for‘a‘wriffen disclosure, buf-fry not to get Iegalfsfic or
] overburqensome. In spite of the- fact that others are going +o talk abouf dis- ‘

closure forms, | dislike such forms. Specifically, | believe it is wrong to
try to get a faculty member to fill out a form early in the disclosure process
when he doesn't understand ha{f of the words and has much other pressing paper-
work to do anyway. .

When we have a meeting for the first time with an inventor, -at +he end
of. The }nfervjew we give‘him some printed maferial;/ihcludrng 5 copy of !
Baffel.es' "Resource" of May, 1971, in which Bill Mays wrofe,'"éjfrimer of
U. S. Patent Law." We got permissnon to reprint this and hand it to fhe in-
ventor. If he is interesfed in learnping a little bit about the pafenf system,
this is a very useful thing for him io have. We also give him a copy of a ‘

pafeﬁf office ,publication on inventions and patents. We have found thege very

£

good; they help call attention to the fact that there are people at lowa State
that can and wiII help in patent matters. .We also Qrovide a page and a half
of 4fyped insfrucfions on how to write a disclosure, emphasizing this is to be

_ used only as a guideline, and that what is needed is to cover the technical

poinfs and not to try.to be Iegalisfic. These pamphlefs and disclosure guide-
lines help, but what is most imporfanf is the copy of fhe brochure, "ISURF and

the Inventor at lowa State." This latter brochure is widely distributed and

even shows up on deparfmenfél bulletin boards and in gzaduafe student offices.

’

d 13
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It helps get the word around and create a positive climate., We have our phone

o

number on there so they can call us. Then we try to respond quiekiy.

Oncé past the disclosure stage and prior to drafting an application, we
often obtain preliminary search of the art.‘fwa do this to enéourage the in-
ventor, and while it may cost us $100 or $i50, we ;Iways get those results -of
' the bfeliminary search back fo the inventor. we let him keep copies of the :
', patents uncovered so he can see what others have déne in his field, That feed-
back is important. Turndowns c%n be a problem, because'wha; you're frélng to
do is create a positive attitude and be the good guy in the yhife‘haf. If we
" have difficulty in-deciding whether to continue prosecu+lcn,of an inbenfion,
we send |t to ;n outside attorney for an opirion, which may be a very brief
one.' wb jake that opinion back to the inventor and say, "Well, here's the
éufside opinion. Do you think we shoulg‘go ahead or do anyfh}ng more?"
‘Faculff researchers won't ask you to spend aore money if it isn't logicai to
do it. {f they keep saying, "Yes, we -ought to do it," and we do not agree, we

shiffllnfo neutral and throw the burden on them to do additional work to prove

. ~their point. In that way, it's not us that have failed; it's they that have

decided not to do anything fufther.

We also find attorney interviews are very important and helpfu! in ths;
final stages of the application. Sometimes i+ costs a little more, but it
certainly does show that inventor that you're interested in him. So, when we

have patent attorneys visit the. campus (and we're somewhat isolated) we try and

-

schedule as many inventors for interviews in a day as we can.

a

%
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When the first Patent Office action comes back, the claims are normally
all rejected. The inventor has never seen such a form before, and the bagis "
of rejection merely says, ”SBUSCfOZ" or "35USCI03." The inventor can'beéome
very_discﬁurage&. We always sit down and exp{ain the rejection anJ fhe/diffee
rent reasons for rejection. Inventors éppreciafe the explanation. M¢s+ of

them will take the time to reaNy study the prior art and give you good, sub=

9
L]

stantive answdss.

When a pafent-dd%s issue, try and find some way to recognize the fact” and
+h34§on+ribu+ion that has been made. |t would be nice to have a cekf{ficafe
made up that the inventor can %rame and put on his wall which'recognizes his
copfribuflon. That would be‘p nice thing to do, wouldn'focosf much, and would

- help create a positive attitude.

We continue to involve our inventors when it comes to licensing. This

. is part of communicating with the faculty. _Ybu may oﬁfain imporfanf;leads .

.from the invenfbr._'Fill him in on cgrréspondence about licensing. Keep him.
involveq‘iﬁ t+he whole process. We try never to get aepoin+~where we say;

"0.K., Joe, we don'f’agree. You have assigned this invention to us and we are

going to make the decision--we're going to de it our way." |f you do that and

he is n6+ happy, if. you can't explain to him why what you propose is best, you .

will. get some very bad publicity. He won't come back fonyou with the next in-
vention and others in his deparfmenfﬂggn'f come to youl{,Always try and keep the
inventor working wi}h you. "Be very open. Take fime to explain the system to

your faculty, Help them even when they say, "|- want to write my own application

-~

-

~

-



and do it myself. Can | do that?" Tell them +he facts, and work with them.

Pretty soon they'll find out that really isn't the best way to go and they! ||

P
LI

come ‘back to you.

In summary, good faculty communications are a critical part of any uni-
versity patent program. | cannot overemphasize the need for a patent focal
point on the campus with-a fast response emphasis. Nurse your inventors, be

pafienfaeifh them, and follow up. with them. They:' get more paper work than they

want and can easily overiook patent matters. We had a case where we had the .

?

~

final appllcafion ready for sionjnq and sent a copy to the Invenfor for a final

review, asking that he come and execufe the declaration prompfly. We kep+ caII—
ing. him every two weeks to find out why he hadn't come over, and he always said,
"IT11 got fo it. -1'm very busy." Finally he adnitted he had lost his Eopy.

Now, if he'd told us that in fhe firs+ place, it would have been a lot easier.

(

But fhings Iike +his7happen, and we try never to put blame on the individual.

T
You may kidwabouf it a IifTIe bit, but always take a posifive approach Most

Sl
;. woa

, ofhal! make sure that your patent sysfem objectives at +he universnfy fit with

fhe‘obJeoTives of your faculfy researchers. Build up communications with them’
v % ﬁ‘“\ . . -

over the long ferm, you can'+1no |t on a shorf term crash basis.” The fong term

2 gt
po R ot

approach of working. for, +heﬁhﬁill _Cause them to work with you and will result in

‘"ﬁ‘bg ’» ‘e - :

a viable patent program;“dlf you ‘do i+ with patience, you’II have the whole

L ied
faculty on your side and your efforfs will be successful.
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: -  INTERNAL ADMINISTRATION OF TECHNOLOGY
oo » _ TRANSFER: |
e DEVELOPING WELL DEFINED PROCEDURES

' grams by those withjn and by those outsida the academic world it would be
Just good business for .each educational institution to have wel |-defined pro-
cedures that fuilyfdelineafe the rights and privileges of all concerned. In
other words, some standard boiler -plate or forms, if you will, that wiil aid . B

in expedifing the transfer of technology from the campus to the market place.

9

To prepare for this conference, we checked on the- patent policies of some
twenty-five educejionai ingtitutions and approximately a dozen industrial firms
in fhe'Ane Arbor-Defroii area., We found a wide range of methodology; yet the
dlfimafe objecfive was always the same; namely, to marke+ the campus ideas in
stch a manner that will _provide recognition and reward to both the institution
. ’and to fheureSearcher. Your speaker has fa#en fhe ‘levity of using The Univer-
sity of @iehigan forms as reference points. Each of you hes been furnished a

packet, bound .in our traditional colors of maize and biue. We may wish to make

frequent reference to this material.

- &

P ~ The new researcher makes his first decision concerning patent rights on
his inifiai erp loyment appiication or in a separafe "inventor's Agreemenf."
We found that Industrial organizafions usually make this agreement an integral

part of fhe emp loyment procedUre, whereas only a few of the educational insfifu-

tions, possibly in-an effort to emphasize the seriousness of the subject, use a

. . 1 at

Z ];E{l(;‘ SRR , :; _ | ’ o,

? A 4 Joseph J. Keeley,*
s ) ) ’ Associate Director -
AT University of Michigan
With +he increased attention being paid +o the technology transfer pro- L

gSee Appendix 8 for- biographical informa*ion _ S ) - ‘
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"y,

gvfi—-wf— —separate ‘inventor's Agreemenf”Form;"ln‘forﬁgf,‘we“havé fotind that sub@,agFeQ:*‘~f

[}

o ments range from one paragraph .in length, to fhéee pages; some inciuded refer-
encec to the laws appllcable to -certain Federai agencles, others extended. the
obllgaTion as much as slx months after employmenf. The brlefes+ form observed
consisted of ohe paragraph with a citation to a university by-law, Others

r

noted the ¢ conslderaflon for the agreemen+ the. defalled obiigation, and excep-

I

tions. After a careful study of the forms, we recommend that the Invenfor S

i‘; ‘ Agreement shouid inciude at least the foliowing:
A.  Fuli name and Social Security number of the facuity member, or

ofher type empioyee; '
B. Spec!fy that +he conslderaflon for +he execuflon of +he Agree-

ment is In the employment; )
c. fh;? the emgloyee wi.il assign ail pafpnfabl; ma+erlal deveioped o
| during this émplfymenf +6 the empioyer;
D. . That the empioyee wiii assist in the patent preparation;

E. That the employee wiil sign ail necessary papers to vest titie in

“the institution.

F.  Signature of empioyee and date of agreement.

5

" It should be remembered that the ‘lack of a formal agreement is not fatal.

The courts have repeatedly recoénized‘fhe rights of fhevemployer. However, the

fack of an agreement could be costly in the event the inventor shou!djméke ex~

.

ternal contacts or agreements. Formal Inventor's Agreemepts..ane. required under
the various institutionai patent agreements of the Federal Government and are

always Included -in our industrial contracts.

*
»




" .raviews the materiai and indicates that he has noted these aexemptions and has

The -next quesfion is who should execute +he Inventor's. Agreamen+7 We

found. that a few—of the educational institutions and—nearly all the indus- ~
1 e .

fries incorporafed the agreament/ n fhe personnel application; hence, fhsre :”’; =
éx i’l:?;

was no selectivity, For those :Np utilized a separafe agreemenf there was_ ;“““;
s T T T T ’J—_’.—\\ ‘ +

general concensus +ha+ aII but clerical, office, -and mainfenance personneﬂ >

should‘gxecufe this form. We follow this procedure. Several thousand agree-
ments are on fiie;‘ This includes all types of personnel, such as permarent’
sfaff, Eesearch assistants, sfudénfs, graduate or undergraduate, teaching
faculty, visiting scholars, and consultants. To remnnd the sfaff member of

his continuing obligation, the following statement -is included on the monthly

‘time sheet which-'is signed by the emp loyee and approved by +he;projec+ di-

rector:

"With re;pecf to inventions ‘made 6r discovered by me, or éopy- E
rightable material produced by me, in the course of the work upqﬁ Lt
which | am emplo&ed, | agree that my rights shall be controlled by
+hé;+erms of The Uhiversify confr;cf or confracfs‘under which j am

eméloyed, and | further agree to make such assignments of my rights

as are provided in the terms of the said contract or contracts."

13

o

we recognize and have provided for that newaembloyee who ﬁay have pre-

viously filed patent applicatlons and/or disclosures by specif:ca,ly exempting
such,ifems from the new .agreement. The for@af Is a letter +o the file des- '

cribing the application or disclosure by the applicant. The project director

approved of same by counfersigning the memo. This'review is made prior to an

offer of employment. S
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;L o /: §=7Iﬁ:+he'n§rma| saquence, fhéiﬁex* form to be prepared is.the Disclosure. N
e This form shouild include a complete description of the Invénfion, what it d@es;'
% whaf‘lf purports to do,'!denfify what is new and |ist fhé contract account dﬁicﬁ !"ﬂ
ﬂﬁ__~:ii%‘ prov}ded the research funds. Be b;ief, length does not necessarily lead to ‘
;:- clarity. A word of caufionils in order in the use of the word brevity. The

inittal Disclosure on the Holography Patent was less than one page in length;

) this included a figure plus approximately 100 words of description. It was duly-

signed and witnessed by the laboratory director. The best that | could do was
to log it in, and to contact the laboratory director for further explanation.
This Inltial patent Tesulted in a family of patents. To date, over $4,000,000

has been spent in,an efforf to develop commercial applications for Holography.

o

.« Since the cougféxhgxg‘gglg that the unsupported word of the inventor is J .

not adequate proéf of the invention, it is essential that the Disclosure be

wltnessed and dated by one who is familiar with the art and, yet, is not an

inventor. -The following i« recommended:

"Read and understood by me this of -, M

day month . Yyear

Signature

@
-

Q

During the past two years, we have developed: the policy of having the

4

[ 'Disclosure recorded under the Prelimlﬁaryioocqmenf Program. We have found that
’ ' industry is more attentive and responds more quickly when they find that the

Disclosure has besn so recorded. It Ig well worth the modest fee of $10.00.

o
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. .
One of the ever—presen+ problems on, campus is. publication prior to dis-

closure. We recognize fhaf every researcher has the. many talents of editor,

© +

phofographer and“lawyer, that he fully exercises his ronsfifufional rights of

free\mpeech but there is a well-known axiom of pafenf law, fhaf is, profecf

n A

yourself before publicafion. It is essenfiai fhaf the Disclosure be submitted
as soon as the Idea can be adequafely described; faculfy énd research staff
must be consfanfly reminded of fhis point. Despite a relafl»edy good pub(uc
relations program, we4s+l1l learn through +he scientific journals about ‘deas
developed on campus. Certain %ore!gn rights are lesf when publication precedes
filing. 1t would certainly be to our financial advantage if we had +he “oppor-
tunity of reviewing each publication. However, this would be -an impossible

fask for us. At ons time, we even enferfained fhezidea of sending a repre-

senfafive to the AMA Conven+lon in Atlantic City to see what papers were being
9

_presented by our staff.. : ‘ !

o . EYS
o4

Concurrent with the completion of the Disclosure Form, %e ask the in-

~ ventor to cqpplefe a Record of invention. This form providgs a chronoiogi-

cal record of fests, witnesses, reference to laboratory notebooks, drawings
and publications. - We have found that this form usually provides all the e

necessary data for +he Patent Committee and the Attorneys Office to take

5 » o
2

appropriate action.
¢

* The next form. to be completed.is the Assignment. Thié/;orm Is used to
transfer the Inventor's rights to the emeeyer. i+ should consist of the
/ N fr
following: .

A. Name .and address of the Inventor.

87 -
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AR 8
B. \, ‘Full title of the Invention, the serial number or the patent -

%

number if appropriate. . o
C. Cite the considera¥ion for the Agreement ($1.00) and such. fang-

uage as "Sell, assign, and transfer ud;o T +he‘fufl

ang exclusive right to the said inventor or application . . . . .
.-~ weneand fo'any and all Letters Patent which may be granted . . . . ."

D. Inventor authorizes and requests that the Commissioner of Patents

lssue"sald“Le++e§ of Patent to the émploy%r;

2

E. The completed form Is notarized and forwarded to the Commissioner

of Patents to be recorded. A copy of the Assignment is geturned

with appropriate notification as to Reel and Frame.

At the Unlversity of Michigan, we have déveloped over the years a generally

\ N < . .
acceptable one-page Assignment. This rgsulted from the combined efforts of The
9 . ) * LY
University and our industrial sponsors. .
EE o

. Assuming that the idea has commerciai potential, the next order of business
would be the preparation of a l'icense. lf:has been our experience that each i
| tcense musf_bé)accorded'indlvidual attention; there is |ittle standard boiler
bléfe. The license Is a very critical instrument; close attention must be paid

to each detall; protect yourself at all fiméé; anticipate possible areas of

<
o

misundersfégdlng. A Iléense could be a great asset or it could be a bust.
You can expect considerable negotiation with each prospective licenses. The
}icense may be very simple, or véry‘complex; it may spéll special- usages, ad-
vanced considerations, geographical limitations, royalty schedules, quality con-

trol, ‘cancellation for non-performance, etc.

o
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| would -1ike: to cite a product that some.of you may have seen last night

on.T.V.; namely, the "Safety in Sports" special, which feafuredbfﬁe new fée?bail

e

. helmet developed by Dr. Richard Schneider, Head of Mlchlgan s Neurosurgery,
Deparfmenf. For ten years Dr. Schneider headed the Foofball Fatality Committee
for the NCAA. De:::+e a full class schedule, surgery, guidance of graduafe
>students, etc., he still-found time to-improve the protective qualities of a
football helmet. The helmet is now being field-tested. We have included a
copy»ot the actual license in our packet, and the fgllowlng should be noted:

, A. That the headgear and/or helmet Is limited +o certaln sports such.

as football, hockey and boxiPng; it does not include industrial

safety -- that will be the subject of another license. o

B. The different royalty schedule of 5% for football and hockey

S

he Imets, and 2% for other sports.

C. Advanced payment of $60,000 for executing the license. -

o}

D. Assurance of productivity; that is, lf,fhe {icensee does not
actively pursue +hé& manufacture of the {fe%, the ifzense will

be cancelled. This is a most important provision.

In addition to +he forms that were praviously mantioned, we have also in-
Fo) 2
cluded copies of our-contract forms, and Sther material that may be helpful The

>

B prlme consideration for our- parflclpaflon in this Conference was the opporfunlfy

to exdhange lnformaflon. You may «call 1t "quid pro quo," or reciprocity, or apy
ofher expresslon which means fhef we share our talents. i frust fhaf my few

words/, plus the packef of lnformaflon will be of some value to you. Any slmi—

lar material developed by you would be welcomed.
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INTERMAL ADMINISTRATION OF TECHNOLOGY R B

TRANSFER® . —
EVALUATING TECHNOLOGY AND FILING PATENTS

Lawrence Gilbert,*

Director of Patent Administration
~~  Massachusetts Institute of Technglogy ; . .

-

< “

Two topics of majér importance to the internal administration pFEcéss are
the.evaluation of the worth of your technology and the process of actually fil-

ing a patent apptication. | will begin with the evalua?ion‘p?ocessqhﬁ

In~house eva!uatfon. The use of faculty committees or outside committees

for evalua?lna technology for the purpose of whether or"not to file patent appli-

~

cations should be avoided |ike the plague. Nobody knows what inventions will

o

£~
. meke It to the market place. Hence, a few guidelines plus common sense should
suffice to enable a Patent Administrator to make a decision to file or not to
file. Decislons to filé should be based on the technological merit, the market

potential and the patent sfafusi An evaluation is more sulted to a Patent Ad-

=

ministrator. Committees should concern themselves with policies not operations.

v

L4 -

° Whaf are the guideliqes? First of all, inventions covering products, de;
. vlceg, sys}ems, instruments, and chemical compounds shouldqbe sought out, iden-
tified and a decision to file ma&e on the above—des;ribed basis,'espécially, ‘/f
processes and products that comply with new governmenf}regula+16qs, and pgoducts

that address themselves to the consumer market.

§ [

, Since a | imited-market potential is the prime factor in shooting down an

otherwise good invention more will be said about that later.

o
>

fééeprpendix B for biographical infGfmation
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Inventions dealing with circuits, components, improvemewts to instru-
ments and inventions that will result in merely a paper -patent should-be

avoided.

<

Within this framework the Patent Administrator must adopt what | refer to

Q

as the "shotgun approach.” You spray your filfngs in the general direction of

the market place and hope that 10%, maybe 20% of those get there.

P
Es

Evaluation by outside: firms. The use of specialty firms such as those

that have sponsored fhis Forum to evaluate the worth of technology can be
effective, if properly ufilized. However, i+ is-ﬁy general feeling +ha+ more

?

often than not the Patent Adm!nisfrafor has aiready decided no+ to file and

merely wants a confirmafion of that fact in writing from +he specialty firm,
hereaffer callgd XYZ Corp; The Ad;lnisfrafor can then teli his ;nvenfor "We
would like to file for, you bu+ XYZ Corp. turned us down and here is a copy of
" their letter." it should not be surprising then to discover that the XYZ
Corp.'s rejection rate is very high. It7is a case of junk in, junk out. |

have heard more than oﬁe University Patent Administrator complain that the XYZ
Corp: wasn't providing any service. To quote one, "No point in sending a dis- -
closure to them, they won't file anyway." Iq considering the rate of dis=
c!qsﬁre_is. the rafeoof filihg by XYZ Corp., perhaps the University Patent
AéminiZfrafor shobld reevaluate his techniques internally in locating quality
digclosures by opening gy and fostering channels of communicafion with key deJ“

parfmen+5° specifically those which have the greatest pofenfial for deVveloping

new markefable technology, such as, medicine, agriculture, chemistry, biochemisfry,

chemical engineering and the like. Companies gelling products in these areas are )




st
—

86

+

r
.
T

“
3

used to the Ilcenslng process. They understand the nature and the process of
embryonlc technology which is the hallmark of the university invention and are

willing fo[IaKE“fhe—hJQh risk necessary to bring the Inyenflgn to the market

v

place.

"o
¢

Periodic group meeflngsnﬁlfh these departménts can serve to remove the

mystery about patents, the relaflonshlp of a puplgcaflon to a U.S. fiiing, to
.a foreign filing, disclosure requirements, and clalmlng. .More of that later. .
The faculty frgm these departments might be surprised at some of the benefits
that can be obtained from pafenf filings; for example, 1ndus+rlai support, visit-
Ing scientists associatad wifh that support, university-industry exchange of
. ideas, product or prototype developmen+ of an Invenflon, c0nsul+lné, a license
agreemen+ or an option and royalfy sharlng. For’ example, at MIT we are.in the

final sfages of an agreement with a Japanese pharmaceuflcal company that wull
~ecn . .
provide for a joint development program +o be conducted at MIT for a minimum of

"

two years at a cost of approxlmafely a quarter of .a million dollars in order

to find comméfclally sfgnlflcanf antiblotic compounds. Now six of the. seven

4

of those precedlng described benefits we will obtain in this case. Such a .

- "

Y o

Jjoint developmen+ Is necessary because th cogsiinds exhibit activity but no+

commerclal acflvlfy. -To find commerclal

&
ma++er and our Inventor estimates that 1t wlll take a minimum of two, perhaps

ganf compounds is another

three or four years to find them. Without a develppment program yoq have a

very Interesting invention, but one that would never get.off the ground,

I'f you don't know much about patents and hence don't feel qualified to

¢ [

conduct group meetings ﬁﬂxnnyour depar*menfs, you can always find a local

.
~
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patent attorney that would be happy to step fn for you and explain the vagaries

o

of the patent system.

;o

m up, if you desire assistance from an XYZ Corp., to have edy chance

of success In terms of royalfy refurn, you must develop internal channels of

- . communication with your faculty.

v
” 2
. .

. ' 'Determining the size of the marketplace. Many inventions are meritorious,

£

they fill a need,'fhey work well, and -have advantages over prior art devices.

Yet often no one is interested in developing commercial prototypes. What's

- ¢

: . } .
wrong? A couple of recent examples may serve to illustrate.

>

MIT in assaeia+lon with the Mass, General Hospifal developed an infant mask

' respirafor useful as a diagnosfic tool in defermining whether an infant brought
idfo a hospital and unable to breathe properly is suffering from a heart or |
h lung condition. . If-the, problem is ld,fhe lung the mask could‘be'furfher utilized

as a means of adsisting the Infant In breathing. MIT filed a patent application

. fully demonsfrafed In Boston area hospifa!s. I ‘brought in or contacted several

—TL_MMA_Acompanies, none of which went beyond the initial evaluafion sfage because all of
y

£
LY

v >
on thd device and a patent recently issued. Severa! masks were made and success-
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the companies did not perceive a big endugh market. Good inventions aren't
Anecéssarily commercially successful and commerclally successful devices aren't

Q

necessarily innovative. The story is a]ways-fold in the market place.

A second example ié a recen+ invention brought to my'a++6n¢ion by another
dniversify. It is simple and effective; a blood wa?ming~ébvice, In #h}s case
no patent application has been filed which makes It difficult to supply the =
necessary informaiion requirsd to generate wifh%n a company a champlon 6r some-~
one with clout who has the capability of motivating his company to bring the in-i*
vention to the market place. |t Is commonpiace for many univerglfies in such a
situation to require so-called secrecy agreements. But Is that wise or necessary?
| don't believe in the efficacy of secrecy agreements and do not advocate use of
them. In the first place, such an agreémgnfxls in conflict with the usual open-
door university policy. Secondly, most companies are unwi:lling to talk to you
uﬁless it's on a-non-confidential basis. Thirdly, a university rarely has know-
how so must rely solely on its ﬁafenf rights. *chordlngLy, ff the lnveﬁffon has |
good market potential 90u file. If It doesn't, you don't. |f the potential is
unclear, you probably shouldn't file. Whgf you can JS in such a case and‘whaf |
did in the case of the b]ood warming device was to contact a company in the
field fhaf | knew and +ha+ would be wllllné To évaldafe_fhe market potential of

the device. | told them what the device was and what it did (but not how it .
worked). It was not a disclosure in the legal or the technical sense. Véry
|itt+le data was given. In fact a technical disclosure was not given to me. In

thls case the company perceived only a limited market and has promised to send me

- a brief report—to that effect which—i—shallt-passon. ..

- -

P
.« *
v

LIvY
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. The poinT Is that no secrecy aéreemehf was. required fngef a.compényﬁfo
make an evaluation. Such an'lnven+loé is more difflcul+ to promote and it :
helps to have a confacf‘ﬂ'—a track record. |f the company's evaluation wers
positive, you could negotiate with the company t0 pay a third party patent
attorney, acceptable to both, to flle the application In return for the full
disclosuré, and'granf to the company a right of first ﬁefuéaf to fﬁé rights to

the invention. There is an obvious danger in allowing the. company's patent

attorney to file your U.S. application on your behalf.

4 ..
Filing for a patent. The best way to protect the university's patent -

ventor's idea in the form of a preferred embodiment, that is, the idea illus- ~
trated by a specific example of how the idea works, can be constructively re-

duced to practice by filing a pafeﬁf appllication. It is not necessary abfually.

.to make the prototype. Actual re;uéflon to practice becomes important in the ) |
case of an Inferference to determine the flrs+ to Invenf. of course if the idea
doesn't work, the patent application or pafen. may fall for Idék of operafive-
ness. ‘ .

. . » . ) /
,J Nature of the patent application. A pafenf appllcaflon contains primarily
a speclflcafion which must dlsclo;e the Invenflon in sufficient technical detail .
so as to enable one having ordinary skill In the art to pracflce the Teachnngs of .

t+he invention and claims which-define the area of protection that the patent pro-
vides with respect to potentlal Infringers. The patent rights, as defined by the

clalms, do not give the patentee the .right to pracflce hfs invention, a right he

0y

~__,_M%Zhas__a_l‘gays had bu+ Ea+her fhe rlgh+ +o ex( 1ude ofhers frgm soﬁpragtlg{ﬁéi

’

rights is by fiiing a patent appiication. A disclosure ‘that containg the in- )
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The teachings as disclosed in the: pafenf"becoms—prﬁor-ac+~+o—all—who—come

>

~ 3

later in time, +hereby prevenfing anyone eISe from geffing claims to wha1ever

the patent teaches. In that sense, +he appdicafion when 1+ issue as a patent B

B r:,a- \

serveq as a publicafion. In confrasf a U.S. Pafen% APﬁlicafion is held in

Tk N

confldence as long as it remains’an applicafion.\ﬁgf f* | - -
~’..¢~;;' ;- \‘,, " \__) A
"Wi RS \"_‘ i = b -
LegBP ) ‘;«(”
Timing of the Patent Applicafion. here” are Qrace perlods with respec+
& ‘-"-4‘31 {' -
fo the f.iling of an applicafion. Aﬁbne year rule. obfains in the U.S. This
¢ -2 *.v'i«z" : "' -

means that the Patentee has up fo’one Xear g;om Fhe date of a publication to
file an apincafion in the U, §f,, /nglicafion an be described as a written
document available to the general puplic as oﬁposed to a document generally

‘ *3/5), > ';l <

available. Accordingly, a single docuﬁenf in @ university Iibrary that makes

;~} ’ £

it available to the general pubLic;1§ a,publicafion while a large number of

distributed documents that are generally available may not be.
S o -’ /

-

For example,:a‘digfribufed bachelor's thesis in the Department of Mechani- .
. 3 - . ° .
\\\cal Engiheeripg is available to all students and faculty in the degaﬁ*menf and

the university but an o%égéger'would reéuire a need to know. Hence, fheafhesis o

is general ly avai[abk? fq §¥ﬁa;;+s aﬁ@iﬁaculfy of the university but not avail- -

able To:fhe.geperal public. _ ~‘w‘ o /
Except in those countries that have gracé periods,a%ﬁgjkgétion anywhere i@

the world becomes a bar to filing a U.S. Patent Applicafion in }oreign'ébuntr]esj

However, if a U.S. Patent Applicafion is filed prioq to a publicafion anywhere o

4“ *x

in the world, the Patentee has .one year from f/ﬁ dafeﬁgj fhe filing in’ which +o

Ainmfj[e in any. other country. This is called a ¢onven+ion filing and applies to all

countries that are signatories to the convention, \

o
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One final point. Most European countries and also Japan will lay open'a

“Pafenf Application, (that is, make it available) that was. filed in that country

I3 months after the fiilng in.the country of origin. For egample, a U.St Appli—

cation filed in October, 1974, subsequently filed in Japan October, 1975 is

Iayed open in Japan in Aprit, I975, and yet the application originally filed in

the U. S is kept confidential by the U.S. Pafenf Office unless already issued.

As a resqlf, many companies today learn of U.S. develgpmehfs (qnd yqurs) by keep-

ing tabs on applications made é;ailable under'fhe Ig month rule. ‘

= E b4 l

Use of ogfside‘af*ornqlg_pr firms to file patent applications. | would

like to cdnc]ude by Touching,on +he topic of the use of outside attorneys or
flrms who file pafenf applicafions. As has been discussed befpre,'mosf uni-
vers;fies exclusively use oufside local patent a++orneys and it is clear they
can offer SOme,disfincf‘advanfages, for example, lower cost of filing as opposed
t+o an in-house counsel, And what are these costs? It Eosfs between $1,000 to

$2,000 to file the average U.S. application. Foreign filing can add from $400

+o $500 to file in Canada, to approximately SI;OOO in a country such as West

*

Germany. - To run an internal program will require a minimum of 10 to I5 U.S.

Patent Applications per year or about $20,000 to $30,000 a year. With that

S0 xS e

rate of filing you can expect that it would probably take sdﬁgghere in the

vicinity of five to ten years to break even.

The other obvious advantage in having outside counsel has also been men- .
. tioned previously. It's the face to. face communication between the patent

attorney and your faculty which not only .provides for a better drafted app!i- :

cation, but it also alliows the faculty an increased opportunity to gain an -




understanding of the patent system.

*

Summary. In summary, ‘the best advice that | can give to a university

patent administrator is to develop and improve his channels of commynication

. - (% . - R \*
not only internally but also externally.

Note. Due to a lack of time there was no discussion following this panel.
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MECHANISMS FOR
- . TECHNOLOGY TRANSFER: . ) .
o THE ELEMENTS OF A GOOD LICENSE AGREEMENT

Clark A. McCartney, *

Director and Patent Administrator,
Government Contracts and Grants,
University of Southern California

~
3

2
There are, in every case, standard elements for a chense Agreement.

As'you‘have just heard from Joe Keeley of the University of Michigan,

License Agreements are developed from the specific situation of the inven-

tion, your requirements, and'thse of the Licensee with whom you are dealinQ»
However, | will affempf to disguss some parts of a License Agreement that should

be considered. In the instance of my institution, whether it is the best

route-to take or not, we have become directly involved with negotiating

License Agreements. We include in our negotiations a.team of fhreg persons:
+hat is, the Inventor; the Patent Administrator, who acts as the Buginess
Negoffafbr and Final Arbitrator on license terms for the Universify,vand the
Legal Counsel for the University. We find that this is an effective team
. mechanism for arriving at the best negotiated License Agreement for the -
‘yniversify and the licensee to accept. | guppose such a mechanism is also
a way of ducking some responsibility. If down the | ine several years you
find out that you have negotiated a dud and you gave away the store, you can
point to the other two hégofiafors! There is always a horrendous problem
~when Begotiafing alkféense Agreement, as one asks himself: , "Should | have

lncludéd this rg?m? Was fhf appropriate schedule of payments sufficient, etc?"
+ . . e *

» -

N Y}/
We've had a discussion earlier at this meeting in regard to the economic

# R
side &f the invention picture and an inventqr's academic incentive to publish

~

* See Appendix: B for biographical information.
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his or her research. It is a difficult problem as to the involvement of

an inventor in the license negotiations. Many inventors, especiallyvin the
medical profession, wiﬁl want to walk out the dooriwhenwyou start taiking money..
Many times, inventors will insist on regfricfions to themselves as to their
‘royal ty qjsfribufion agreement with the University, with 6} without .an
Institutional Patent Agreement. I f ygtare deéaling with a federal. agency, that
h;s granted the university a waiver of goverﬁmenf ownership based upon O;r
request for greater rights, there is a conditional requirement to serve the
public interest by marketing of the invention at a reasonable cost. Usual Ly,
the vehicle for bringing the invention to, public inferesf is fhrobgﬁ‘a Iicensev
W|+h fermgwfhaf will allow a licensee féymarkef an invention saflsfacfo;?ly
wufh conditions to his proprietary interests and available investment caplfal.
You are constantly concerned fhaf you are acting not only to profecf?and
provide for the interest of your faculty member and -his ethical and profession-
al interests, but also your institution's interests through the Board of

?

" Trustees, as well as the interests of the Federal Government. “

7/

Usual ly, the decision has been made before |license negotiations as to ,
filing a patent applicafién. There are instances, and we could take quite

a good deal of time just discussing the issue, of when to start license nego--
. 5’ ‘
tiations, that is, before, during or after filing an application or issuance

14

of a patent. The discussion about a Licensing Agreement.presumably occurs
after it has been narrowed down to one potential licensee. Is this decjsibn
based upon a derived exclusive arrangement? Have you made that decfsion? Are

you still dealing with one, two.or three different potential |icensees. You

»

have to make the decision, whether you are going to go non-exclusive because

-

°
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of the nature of the |nven+|on or are you going to go exclusive. How do you
determine the besf I|censee for an exclusive agreemen?7 Th|s defermlnaflon )
ehould be preparafory to the negotiation of actual terms of an agreemeQT

with the selected licen3ee.

Many times in the terms of the agreement you have cerfain conditions .

required by your sponsors that must be included in the license, either at

s e

_ the Federal Government's or the private sponsor's insistence. | am not

here to give you a lecture on Confracf Law and | can't stand here and tell

you what the ferms should be -in every License Agreemen+ However, there are ,3
certain license terms and conditions +ha+ | can discuss with you +ha+ you
should consider. As a ma++er of course,. every attorney in prepanaflon of a

License Agreement will include specificallﬁwwho the parties are in the preamble.

Definitions in a License Agreement are very important and such definitiqns

>
i

should be well thought out in defeil’wifh reference to thé invention itfelf.

=

A discussion of exclus}vify or non-exclusivity, assuming that you have eached
a decision, will of~pourse be discussed in the agreement. In the agreement

for exclusivity, we have found that many of our agreements, including knouw~how

&

provisions, have been fortuitous,. especially in the case of a pending patent

application where it might be on the weak side and the patent does not issue.

We make sure that included with know-how provisions there is a percentage
split of payments. A fall back Ls a good description of this provision.
{

| ‘have examples for you if you would like to review how the clause is written.

The khow-how cladse, of course, defines in the agreemenf itself precisely

&h -3
wha+ is mea** by "know how" As Lee Stam said this morning, it is qifficulf

Or

to convince a Jicensee to accept any percentage part of The payment schedule
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for know-how if the patent application is not issued and there is a good
Aaeal of publication. Remember, you are in a negotiating situation for

the invention and the |icense you are dealing with.

In the case of an invention that involves manufacture and product distri-
bution, a statement on the delivery should be included. Inclusion of a
éfafemenfs' clause is very imporfan+ for any royalty type of agreement so
Tha} yéur l'icensee is requirgd to provide statements on a regular basis
(mohfhly, semi-annual ly, quarterly or whatever) of the number of manufactured
articles, etc. Books-of éﬁcoqnf are normally required to be in the agreement
in order that you can go back fo an auditable entry into the licensee's books
to make sure that there is a creditable reporting relaflonshlp befween you and
%he licensee. By including this term, a books of accounts clause, in the
agreement, ;ou provide for a credibility facfor that cannot be igno;ed by
Thellicénsee. The payment provisions many times have many variables in the

.provisions according To the strength of youQ{invenfion. Royalties themselves

can be fixed rates over the period of the lLife of the agreemenf There can

be sliding scales wufh offsets to start up costs for Ihe first year, as produc—'

tion increases there can be slldlng.scales for royalties. Royaltfies are business

negofiafions.fhaf require a good deal of effort. Many times marketing informa-

tion that the licensee provides, substitutes for information” that you don't

»

have yourself in order to come up with an agreeable royalty rate.

-

"Front end conSideration" in entering into the license agreement, is

often a way of guaranteeing that you recover at least the costs of putting

A

a license agreement together. |f you have a strong enough invention, many
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1

times you cén ob+ain this front end consideration in tﬁe agreement. As a
maffeé of fact, | can recall one agreement we recently neogi#éfed where we
received a nice healthy front end consideraTLén of $903000 and the licensee
proceeded to exgrcise his termination pr{vfleges under the license agreement
fo} his own good reasons. We are gdinéifo a second Iicensée now that the
tirst one is out of the picture. The first litensee had some political

' problems within their orgénizafion as to whether they wanted to introduce

a new product and unfortunately they didn't make the decision soon enough.

A-minimum royalty is another consideration in the'pay@enf clause. It
provides for éuaranfeed performance on’ the part of your licensee. This clause
is not as readily accepted by many Iicenseés because it Holds them to a mini-
mum {nvesfmenf in the license agreement. |f you don't have froﬁt end consiQera;
-tion, | would certainly recommend minimﬁm royalties, the first year anQ/ér
the second yean;jﬁ your agreement. This also.provides some considerafibn,
’and shall | say, support for the agreement you have reached in explaining it
to your Board of Irusfees and Adminisfrafioé if they ésk "What are you going
to get out of this? What is the value of the contract?" Your answer can be
"| don't know how many fhings they are'going fé produce or how long they're
going fé be successful iﬁ keeping the product from being engineering around
by someone else, but at least | can show you this, that | have minimum royal-

- +ies guaranteed." -

Proceeding from the payment area, a clause\ﬁégarding sales to tHe

Government (U.S., state and, local govanmehfs) must be considered. As

78
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you are aware, the conditions of our sponsored agreements for grants and
contracts with the government provid% a minimum royalty free license rights

to the government. You must make sure that this requirement is fully enunciated

in your iicensé agreement as to what rights +he government has for sale of
. . o i
the product. |f you can receive back from your government agency a right to

sell through your licensee fé state and local governments including a royalty

rate, that's fine, otherwise, you have the definite requirement that the sale

: . ) )
by the licensee to the government cannot include royalty payments.

o

[ ]

I'11 mention a few other fegal areas that are not particularly business

oriented in the agreement, but must be-cqnsidered. One is a sub~license

=] -

clause with a requirement for é%parafe statements and books of account for
each sub-licensee with approval by the | icensor. _Another regards infringe—*
ment of fhe’pofenfial invention -- who pays for a ]awsuif and who prosecutes?

We have obtained some ver§ inféresfing agreements in this area where if the

L]

licensee wishes to prosecute, they agree to pay or‘fhey may wish to 6ffset

against the royalty payments during the period of an infringemehf suit. In
{ .
such a way we can escape the obligation on our part to pay for the costs of

the infringement suit. However, it is.said the best way to fight an infringe- .

k]

ment. is to |icense the infringer.

-z
. e

0 *
. . . . ¢ . . .
Consider including an improvemenfs clause. The most beneficial improvements
a Q . : .
clause if the |licensee makes improvements to the invention is to file an .

add-on application in the name of the licensor with available exclusive rights
to the |icensee. And, in reverse, if yoﬁ have improvements on ;hlch you

“»
file an gpplication, then the licensee receives rights under the terms of

I3

-]
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your origindl l-icense agreement. :

>
L4

In Foreign Patents Applica%iop, we are not in a position to go off -,

e

flshnng and pay foreign filing fees We just don't have sufficient market
|nforma+|on to do fhls and to justify the University filing al'l over the
world. So we normally provide a~clause that the payment of foreign filing
fees by the licensees on our behalf will again be offset for royalties baiq

*+

for manufacture and sale of the items in the country involved. This ge7era||y

is an acceptable clause. £f// S { .

. A
Three more clauses are a termination clause which is very imporT§nf,

. A
/
material breach, and default by the licénsee. This is the type of Iegal

° ]

consnderaflon t+hat should be included in your agreemenf by afll me@ns We

try to obfaln a consideration as to whether the licensee deS|res 40 terminate

through an appropriate notice. Again, here's another area of profecflon you
’ - ‘il >

can obtain. The licensee must provide X number of days notice; and pay a

13
o - !

- consideration for the termination. Believe it or not, we hawé included such
a clause in several agreements. The renegotiation. clause isvusd;lly included
if the rights of the government materially affect the licensee's rights.
This s normally. insisted upon by the licensee him§elf. Remember an Assignment
Clause. Especially in the area of medical devices, insist on fhe.}ighf of
inspecfion and qual ity control rights on yéur part. We normally assign

sthe invenfér(s) as consultants direcf]y to the licensee for this purpose.
Other eIe%enfs of a license agreement nglude a No Waiver for Several-ability
Clause as well as a Legal Notice Clause. A Due Diligence §lause is another

clause to be included’ in an agreement. The discussion today on the ‘footbal |

| icense agreement was very helpful.

165 ‘
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MECHAN ISMS FOR ‘
TECHNOLOGY TRANSFER: i, . -
MARKETING UNIVERS ITY TECHNOLOGY '

Niels J. Reimers,*

Manager, Technology anensnng,
Stanferd University

After a short lnfrpduc%ion, | plan +o*pres;n+ what | hope to talk about
in outline form, hlffjhg the main topics and +hén in the question and answer
session which we hope +o_have, | trust you Qill ask questions. |t's going
to be a nuts and bolts approach. | think the best learning comes from

interchange of the audience with the speaker%

9 3

o T

Edisdn once obserxsq that bringing an invention to a product was %

’Inspirafion and 99% perspiration. | recommend that any of you planning to

undertake the marketing of University "Inspirations" read about Edison, and

find out just what happened from the time that very first light bulb went on
\

until the perspiration produced fhe‘producf. K

Notwithstanding Ralph Nader (nee' Public Citizen) and the Antitrust

Division of the Jostice Department ynu’will find that your invention or patent .

Y

is not a monopoly, with rapacious companies eager to sign licenses with you
b - )

in order to exploit the public, and | quote from Public Citizen vs. U.S.,
"AII ofifhe‘plalnfiffs and contributors to Public Citizen ére harmed as tax-
payers and consumers because the patents and inventions have been developed
at the Taxpayérs' expense either by Federal Agencies or with Federal funds
and the regulations provide for the issuance\gf_exc]uslve,llcgnses. A reci-

i
pient of -an exclusive |icense will acquire a monppoly with a concomifanf effect

on prlces causnng plaintiffs and supporfers of Public Citizen as consumers to

pay again for an invention which they have already paid for as a taxpayer."

* See Appendlx B for blogrbphical information. . N
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That is really simplistic! )

3

swits and their efforts in Congress, principally now with ERDA Iegislafjon,
fhis could be the first and last conference of fhfsqsorf and the U.S. public
would be the loser. And | don't mean because of lost |icensing income to
Universifies, which inceme would otherwise reduce the cost of education. i
mean the: loss of research advancements into commerce which c5L|d be providing
jobs, increasing productivity, enab[ing be++er‘bealfh care, helping our

international trade position by competing with new technology to offset

our high labor costs, and so on.

¢

Show me the situation where a University has developed an invention to
the, point where it can be first licensed noh-exclusively, and I'11 show you’
"a company masquerading.as a University. This is an exaggeration, of course, °

because there wi-ll be sifuafions where a combination of circumstances will

enable non- exclusnve licenses without an iritial exclusive period. | think it

is important to be aware of +he facT, however, as many speakers have mentioned

Today, that generally you have to first license exclusively because your

-

invention is very raw and only an exclusive position will encourage the neces-

sary expenditure of private risk capital.

- "’

Now. we are at the nuts and bolts part of this.” What we do at Sfanfora,

| do not necessarily advocate for all universities. We all tend to operate

-

quite differently. Also, there is no typical case as each invention is quife

different.

Another important point to realize is that the entrepreneurial emphasis

Should Mr. Nader and the Justice Antitrusters prevail with Public Citizen

-

[
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is ali-important.

~

Licensing undeyeloped technology is not an objective process.
It's quite a subjective process. You don't simply list your invention for sale
and have companies trotting around to buy it.

-

Also, | would like fo_reemphasﬁze something that Roger Ditzel mentioned
9ar|ier today -- don't use a Committee. It is really a one-on-one relation-
§hip of, you .with your inventor, and you with the companies, | feel that is +he

best way to market technology. You are the one that has to decide whether or

not to file. I

Yet ano;ner Important [hgredienf fs timel iness. Inventions are very

pefishable. You've got tc move out, and move out fast. You often have very
little time because of publication by your faculty members. But more important
is that most technology has oniy a short technological |ife. ¢ou have to

ride that initial wave of enthusiasm. éy the time the patent is issued it is

general ly too late. In my observation, your chance of licensing is inversely

proportional to fhp amount of time the .invention has been known.

v
3

Following are the maln topics that ! hope tc cover in outline form, bui if
we don't before my |5 minutes run cut, they can be covered during the question

. - - - ﬁ /,.
and answer period. They are Evaluation, |dentification of Prospective Licensegs,

Approaching Companies, Licensing Strategy and finally, Closing the Deal.

Evaluation. | reaiize that eariier today you have heard how others
evaluate inventions.. That's actually the beginning of the marketing process
at Stanford and it is critical to eventually licensing the invention. The
first step, when the invention is disclosed, }s to faik with the inventor

and understand the invention. | reailze inventions come from all technologies
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‘and while you, corfalnly can't be expected to have a total! grasp of all
Techpologies, at Ieasf find out what is different about the |nven+|on

Why does the inventor feel it markefable?

“«

. You can also consult technical peers of the inventor. | don't do this

too often. At the University of California, as Mark Owenslmenfioned earlier,

_they do use faculty who are technical peers of the inventor.

*r

You can also use literature, market research reports, your business

sohool Iibrary (if you have a business schoolj, and trade journals. | don't

_usually do patent searches, | don't think iit's producflve in most cases.

When | do run a patent search,
L. . *:x--_-,é: . : . .
It is for othertréasons. ) . v, 4

|+'s general ly not for purposes of evaluaflon.

A

The real key, fn your‘evalua#ion process is contacting companies. Contacting

companles will_ bring me. |n+o the next topic whzch is fhe identification of

chensees. It's in your early. con+ac+ with conpanles that you really find

~ o

-out whefher your invention is worth any#hlng or not. They are the ones who

) haVe‘+o deel inifhe market plaee. . ’ . )

~ In your evaluaflon, you also of course need To ‘look af whether an |nven—

fion is patentable or not. You may, or max.nof, caII in a pafenf afforney.

As you get further and further into +h|s you will find that you, have developed
a reasonable amount of skill in de+erm|n;ng whefher or not something appears to’

. . be.patentable.

o e nan f). ,

“r : . - . %

'Idenfiflcafion of chensees; »wa once you've got the invention prelimi-

-narily evaluafed, @nd you've deCIged it is some+h|ng VOU want to pursue a

little biT further, which‘eompanres‘wlll you contact?

The key is"a company

-2

o
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that has access to the market where your product will be sold. ||t is not

s

qécéssarin the company that presently has the appropriate technological

capabilities. The key again is whether he has market access. |f It is

a product that is going to be used in aﬁesfhesia, does he ‘have salesmen

calling on departments. of‘anesfhesia in: hospitals. It is nice if ybu could

have both the market and fechnology match, but the most important factor '

agaln. " does your prospecflve | icensee have market access?

2%

Ask your inventor. He will often know the companies in the field of

his inventlon. Use technical journals and trade journals. Use the Thomas

Register as menj}ioned b9 an earlier speaker. |t is used by buyers. |f they

want to buy some rope, they look up Mrope' and see aII the companies that are

engaged in selling rope. Or use "STandard & Poor's", "Dun & Bradstreet",

4

MMoody's", "Buyers' Guides", and, on the West Coast, for elecfronic manu-
Y C

facturers, the "Western Electronic Manufacturers Association Journal' which

| find is very helpful.

In focusiﬁg more closely on the companies, you will find it useful to

determing sales volume figures. |f it shaws a relatively small company that

also tells you what level you're going to reach within the company, Also,

during this stage of 1dentjfyfng the company, obtain the names of the chief

officers of the company. This can be éasily done through "D & B", for

A example. Who do you contact in the company? That's a judgment call and takes

" me to_thie next topic.

N

Approaching the Company What do you have To offer? Is your inventor

wllllng +o consulf? Wha+ Is your proprlefary poslflon? Is there a poss}bill}y
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of benefits from future research fo your licensee? Do you have a bench mode!
of the invention? What kind of data do you have? Do you have something fo

see or demonstrate? T

g

I f ydhr invention is very imporfant and would thus_be very significant
to a company, call the president of the company, contact him personally by
%elephone{ or in person. | don't think that a lefter is the best way to first

- approach a company.

. °

You. have fo Ioék into the éynamics of their decision making process.
They génerally‘live on their in—and—ouf—paske+§ and meetings. Why should
they look at something from the oufside?. You have to find a product champion u
within the coﬁpany who is going to carry your‘bqll for you wifhi; the company.

It is very imporfénf that you select the right person. In some cases the
?

RN

marketing, manager is the wrong guy to contact. He can't get enough out of

o

his basic research people. The research manager may be the wrong person to

.contact. He only has a |limited amount of funds, and he would |ike fo support

his. own projects rather than something.coming from eisewhere. i have +

g find'fhe ?roducf champion within the company. *

In going out after companies and making:your contacts, fﬁfind i% is
necessary to do it in waves.. You might %nifiallyr;onfaCT one, two, three,
four companies. Again, that's a judgmenf’call. A key element that you have
fozconsbder is how much time have you got? We recéive about six invepfions
a month and | have about 120 or so projects to follow. You just don't have

_time fo survey the industry. And that's not the way to sell fechnology either.

-
. -~

Affgr you have made your personal contact with the company, you invite

%

< ’ T S
1.1.1 “ L
. o M "

by
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Them to visit. Send a fcllow up letter and then follow up the letter. Put
it on yodr calendar for a week, ;wo weeks ahead. You might ind}qafe in your
,IetTer that "I'I! plan to be caljing yéu in a couple of weeks to learn of
your reaction'. %h;n he ‘has to be sure to follow up so that he is ready for

your call:

It's not at all obvious how you select different companies. There.are
some companies that set up such barriers to get through +ha+ you wil| find
yOU~jﬁs+ won't deal with them after a period of fiﬁe. With some companies,
the dynamics of interaction with them are such that you never know'why they
did not like your invenfion. | find the best companies are those where | can
easily *elephone a person within a company, and can havé a meaningful inter—-

-

action with him. In very short order, (and | am +alking about a week or so,

or less) he'll call back and tell me, "We're not interested for these reasons".

1

1

Efo? me during the summer, part time for the rest of the year. 1 also make-

Or, "We are interested, send us more Jnformafion", and so on. 1+ is just
as important for you to be able to learn of the inventions that you will
discard as those you are going to take on. Again, this is part of our evalua-

tion process. We keep our inventors closely igformed throughout the licensing

/
"

process.

/

Licensing Strategy. Exclusive? Non-exclusive? Option agreement, then

&

" license? How important is the invention? How much time can you devote to it?

T .

Do market research. | have a business school student who works full time

A
available projects for business school students for course requirements
{

@lfh good results.
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. Should you file a.patent application before you begin to negotiate or
not? What material do-you send to the company? Secrecy agreements, non-

confidential agreements, media; we'll talk about that some other time.

Closing the Deal. YouAane got o ride that initial wave of enthusiasm.
You will find it is very hard to resurrect x months fater. It bears repeaffng
again that university technology is very perishable. You want to move forward
promptly while there is interest, while it has jusf beén published in the ,

Journal of Applied Physics and the technical community is still excited about

it, to drive quickly fo obtain an agreement and then move on to your next

<

invention.

What are- you going. to chaqgeZ‘ There are a great number of factors iHvoIved
fhere What is the extent of interest of the potential Ilcensees7 Is one
company fhe "only game in town"? Do you have two, three,. four knocklng af
your door? The size of the market. Is fhe world market only ten? |Is it
an enormous market? Is it fotally a new i+em?< Is it a new process? Is it
just an improvement? What is the stage of deve lopment? 'How‘much\work is the
I'icensee going to put forward fo bring it to a product for the public? Al

“of these you have to consider in "closing the deal™.

4

The preceding is the Quflin%iof what | hope to talk to you about which |

hope may stimulate questions:

-

| would like to |nser+ one comment based on what | have -heard earlier

o

today - the Government doesn'+ invent, the University doesn't |nven+, people

>

invenf. The faculty is there to teach, not to invent. | don't necessarily

3
4
L3
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‘agree with those who say because he's there, because you're paying his salary,
.
you own his intellectual output. Our program is -optional.
. . . o
Perhaps in the question and answer sessions later we can talk about
2 o . A
software licenses and know-how |icenses. v
L]
H
2 . .
4 .
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it is safisfacfory The®next pamphlet is a foreign application handeok.'
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MECHANISMS FOR
. TECHNOLOGY: TRANSFER:
" HOW-UTAH SELLS ITS INVENTIONS-

C. W. Martin,*
Director, Patent and
Product Development,
University of Utah

-]
[

Before’l‘sfarf | want to,indicate that there are some pamphlets and papers

up here at the front. Please feel free to help yourself. One is a little

. pamphlet on "What to do in Case of Invention" which is directed to professors

A

and research workers to let thém know wq_wpren'+ going to steal théir eye

teeth. .The second one is a "Guide +o'PrepéraTion of a Disclosure". pAcfuaII&,

* | don't recommend that you follow it to the letter since it's a flexible

thing. |f a disclosure satisfies the requirements of an engineering nofebook

b3

| came from private industry and we discovered that it was a lot cheaper for -

;l “
one to prosecufe his own foreign patenf applications ﬂlrecfly with the foreign

attorneys or agents rather than to go through the international houses in

the U.S. This pamphlet tells how to-do it. 1f you need a list of good ~ ~

_pafenf.associates in fdﬁeign-counfrieé, I'11 be happy to help you there.
. » 4 -

The next one is.a copy of the quversjfy of Utah faculty manual which sets
forth the patent policy. Hcreis one on the research no;ebook and -how to keep

it We prepare, special riotebooks. They are bound editions with a lot of

. gold printing on them and we pnovide these for the inventors to keep Tecords

between +he time of their conception unfll the reduction to pracflce The
next one is enflfled "Patents, Inventions, Copyrights", a k|nd of cafch—all

The last one ls a story on what our Englneering Experiment station is doing to

help lndusfry, both inside Utah and out, in appl;ed research. These are here

)

'and available for you.
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One advantage of being the next to the last speaker is that you have been

I

shot down in flames, all your storiies have been told, and everyone has hit all the
hot points that you had noted in your prepared speech, so | am going to zero in
on only a couple of points. | am going to. tell you how to find the man in the

"y

indusfry to whom you are going to sell your invention. | will also touch on

a few other pajnts as | go along.

Earlier we mentioned how to generate the submission of disclosures. The
way we do it at the University of Utah is that we have the brown bag luncheon.

| get in touch with the deans of the various colleges, set up appointments and go

“over there during their lunch hour. There may be only five men or there may be

- been most successful.

fifty. | then introduce the subject of pa+en+s and why we have a patent program,

i

what it means to them, and what it means to the Universi}y. This method has

-

Now let's assume that all these good things have happened that we've heard
here today. Your university has granfedlyou enough money on July Ist for another

year, and you have a patent program whereby everyone in the university has signed

~an assignmepf to you. You don't have to worry about that. You have the disclo-

sure program set up and you are sitting in your office fat and séssy Qaifing

for the first man to come in. You are full of confidence, you know you can. sell

“his invention; either that or you're going to work through one of the companies

that will sell it for you. You know that you've gof‘lnformafion from a prospec-

tive patentee who is going to _tell you who you can sell it to. You may get this

information out of the Thomas Register. You may even get it - and | don’} think
'

this has been mentioned before - from the patentability sébrch._ The search indi-

©

cates other companies that are interested in this field of endeav I't isn't

b4

\/




“always fruitful, but it might be helpful. So you are sitting there. It's

o

all pat. You don't have Fo worry about a thing.” In walks the tooth fairy.

Now, he says, "Look what |'ve got here." 'What have you got?! | ask. Well,!

he replies, 'l've got purple and pink and green canidesohere and they are made

out of the petunia pollen.' And | say, 'Weil now fine, tell me abeuf it.! and
. o

i+ turns out that it's not as silly as it sounds. _0f course, this is a ridicu-

lous example but what follows might really happen.

Into my office came a very 1egrned professor who had decided To'mahe
silicoh carbide out of rice hulle. Now there are no rice hulls in Utah -and
I asked " 'Why are you going to make silicon carbide out of rice hulls.' He ¥
said, 'Well, [ yanfed silicon carbide in the first place. There is a shortage
of it due to the energy shortage in Niagara Falls, ahd if's_an being produced
+here and- what is being produced is in huge hunks, and has to be reduced in the
ball mill. The silicon carblde wrecks the ball mill anyway, so | want to make’

it in submicron sizes. | found out that the bes+ source of this silicon caerde
o

was in rice hulls.! 'So,! | said, 'fine--now what are we going. to do with it?!
* ° *

'Well,' he said, 'there is a big market for silicon carbide .in.reducing used
automobiles, wrecked automobiles and scrap metal into steel.! " We looked into
it, and he had a reducfion.fo practice. Our records were up to date and we were

ready to go, so we filed a patent application. ,

Next, | want to tell you the ideaI person you should go to in an indus+r9 )

to sell your invention. You ought to go to the top salesman in +he organizaflon.

-

~ We had a president~at Marchan+ Calculafors a+ one time who was an ex—salesman

and he was the best man to approach W|+h a new idea because he sold h|mself

A salesman gets caught up in your pitch, aqg he is associafed with it. He
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starts nodding his head and going along with you, and pretty soon he is sold

himself. He is even o??ering a few pointers you hadn't thought of. So, find

.

the Ealesman in the company because he always wants the new product yesterday.

s -

Now, if the Presidenf is a salesman, so much the Qeffer. S

Now let me tell you who *o -avoid. Avoid the finance men because they are
goiﬁg o a%orfize the invention, they are going to work it out on their books
énd fhey.will squeeze blood out of a turnip and they won't listen. Second,h
avoid the company patent attorneys because they are going to want to figure.out
a way to design around it. ‘Avoid fhe.engineers because they think they can design
. it better. As an example of that, Mr. Carlson fhe inventor of the famous Xerox
copying machiﬁe, came 1o Marchant Calculaqus years ago. HeAsaiq, "Hey, | have

a hot way to copy,“ and our engineer,'so help me, said, "| can do it better."

Obviously he didn't.

2

)

Okay néy you know to go to the top salesman in fhé ?rganiﬁafion. And how
do you f}nd this man?a Well, yéu!ve hadia hint today. ‘Pick up fQ@ telephone and
ask for the president's secretary. Ask her a few questions. Secrefar}es aré
very talkative. Just tell her what your problem is. Pull her into i%. Make a
her a part of your préblem. They like this §orr of'fhing and the chances are’
she will pin point your‘man. Now you make a contact with bi;. Okay, what db
'you need? |If you've got a ﬁodel, by all means take it along. Tber; isn't a

man in the world that can resist punching keys on a calculator, twirling the

‘plafen on a new typewriter, or the like. Give him something to work with., Let

&

him sel.l it to himself. |t works and that's the way you sell it. i

4

Next, | want fo touch on the matter of using outside sales help. | don't

a * s -
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&hink i+'s had fair treatment here. Should you set up an inhouse organiza-
~tion or should you work ‘through Ba++elle, Research Corporation, or the .
Dvorkovitz group? These organizations complemen+ the universities. Use them.
Now, seme of you are here from universities, wi+h0u+ an existing patent organl—‘
zation. An easy way to do it is to use one of these companies ia sfarfiéé out.
‘You know you are going to have to have a man on.campus.anyway to make your
government reports. So you can take +ha+ amount, say that he is devoting
$10,000, of his *ime a year to doing this worg. _You've got him anyway. fhaf‘s
$10,000 you don't have to accounfifor,'buf if you are going to run a deceh+
patent deparfmenf one man, one glrl, and pay outside attorneys, belleve me |+’
going to cost you. $50,000 a year ‘if you have got any ac+|V|+y a+ aIl Why ‘not
go to Research Corporaflon or to Dvorkovitz or Battelle or whomever, and enlist
‘ their aid. Try them out. Once you get over the $40,000 reyaJty i ncome mark and
you are assured of geffiAg it everygyear, then if you want to get your feet wet,
go ahead and form your own pafenf department. But you will find out you sflllsi
are going to want +o use these fellows: I sugges+ that this is one way for you
Y to get started with a pafenfldeparfmepf ang do it cheaply. Whefher or not you
shQuId’swlfch over later you'll get some argument from TAeSe companies, buf‘for
what it's worth there it is.

¢ v

No&, 1 might as well go aheaa and get my feet wet and jump into this argu-
ment about know-how.’ | could feel the -bristlesrising during the earlier discus-
sions about know-how and it really doesn'+ mean a lot. But as one sugéesfion,

a genfleman from Germany told me that slnce the EEC regulations were enforced, ,
if you Iicense in one counfry, you must license in all of them. He said, “I' h

from Germany and | .want to sel.l drugs in Germany. | don'+ manf to seII in France."

~ “~
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. He says, "IT'S»arproblem. | don't want a compeflfoé there." He said, "Let me
have it in the form of know-how." A word to the wise is sufficient on that one

\ - .
| +hink. !

Now,.We're getting down. here to contract terms. Should we extract a front

. 5

L ‘ end payment? Well, this was touched on by. one speakér. And herg right. Ifkyoy(
§ have~a front end pa;megf, first you are guaranteed that the company is going to W
‘do some hard work to gefhfheir money, back. | peréénally feel that the more front
end payment you get, the better. Second, your patent may go:down {he drain and.
]
all you end up with is fhe'frOnf gnd.paymenf, but at least it insures that they
work on the project. Now, what about the royali&? Péop!e say,;"yhaf's you}
sfandérd royaliy payment?" Well, there lg no su;h fhing. If | have an inven-
tioé in the magnjfude.of adding a new and improved eraser on_a pencil, | am going
to get nothing for it, but if I've got a cure for cancer, | can name my own terms
te and get it, probably. So you have to play it by ear. Osually the royal%y pay-

ment is smaller where fhe front end pa&menf is larger: You've got to trade off

,.their cash for a greater long term°linvestment.

Next, should. it be exclusive or non-éxclusive? Wel:l, it depends upon the
. Tpvenfion. For example, we will be having a patent issued very shortly on )
leaching ore dumps of mining companies. |t would be ridiculous for me to of fer

an Qxcluslvevfo Kennecott, for example, because fhéy can't use if.apywhere but

hY ‘P-v_ " o =
on their own dumps and it just cuts ‘me out of a possible royalty that.we might

4

be getting from Anaconda, Phelps, Dodge and all the rest. Se here's'a'perfecf

]

example of a non-exclusive licensing arrangement. .On the other hand: you some-

times have to go to an éxclusive license and that's where the licensee has a

? A .

large investment and can't stand the competition. In other words, you'Vé got to

\
\

B

\ . - -
| 2

\
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do a lot of research on this Thing. Well, |1 can't go out and sell a non-

exclusive to some companies where we haven't even reduced it to practice for

[

examplef So you ‘have to play that one by ear. ’ . .
S ’ \ S
This brings us to fhe point of how you negotiate. Maybe this suggestion

<

would come up be++er in the later session, but I'Il tell you one fhlng that

. works. I+ works for me and | just-stumbled onto it. We were negotiating with

a company on one invention and during negotiations the prospective |icensee
said to me, "Now lookee here, we're just poor old country boys. We don't know

what we're doing here." | said to him, "Listen, | looked you up in Dun and

Bradstreet." There were four of them sitfing there and they were all multi-

millionaires.. They owned a milling company, they owned the culfivafed lands,
- fhey owned 200 000 acres of timbers that were uncut and they owhed the local
banker. | said, "Every +|me | 've done busnness with you country boys when I

»

lived in Texas | got my shirt ripped off my back." He slapped his knee and

said, “Well, | guess we undersfand each other." During the negotiations fhlngs
were bogglng down a little bit and he sa|d "You Qmow, | think we could get
‘ fogefher maybe, but that $50,000 front end paymen+ you are asking is Jus+ +oo
much." I sa|d "Hold the phone we may as well forget arguing abouf the front
end .payment Eighf now. .There is one thing that ie not Qegofiable and that is
‘ +he $50,000. Now i; you wanf to talk on the other issues and keep the $50, 000
in the back of your m|nd on fhe back burfer, all right." Which we did. | _',

Later oh in fhe afternoon, we had negotiated all fhe other ponnfs and the

$50,000 was never brought -up again. The point to be made is that you must

esfabllsh the IeveI at which you will not further nego+|a+e. This sets the

stage for all dafer negotiations.. We finally ended up geffing fhe $50, 000 plus

L@ ? N
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a good percentage of their net sales. Now, why could we get this much? This

is what | am geffiag at and there is a funny story, which isn't typical but it
RS f"‘
happened. Wg'filedcon the silicon carbide process before we even knew we had a 'f'

, prospective customer, which is centrary to what we usually do. New$ of the
invention got into the papers and lo and behold the EPA had forbidden the rice

e

millers to burn their rice hulls. The first bite we got was from a fellow

who said, "Look, for God sakes, please come out here and put your Machinery
- ) Y N . )
_in-here. |'ve got 360 acres of rice hulls six feet deep and every time the wind
. blows | block the school buses." Well, this was too good to be true. _Soon

aé they , found ou% there was a buck to pe made out bf silicon carbides, things

» v

. D ’ ’ e , ) .
went @ little differently. But here is a case where we played it by ear and

&

-

. got the maximum out of it. You've got fo learn to play them by ear and youi

haVe to have the guts at some point ip.the negbfiafions where you must say . .

"No, we're not going to chapge on this." Ifﬂ% good fécfics bécayse once:you

sa9 "NO" and you make it stick, fhen later when you say "NO", there is less
argument. Assume for exambié that they as ;you some jaékass provjsfpn Ii ke
' ° 40 . ' K

M

"| want you to hold me harmless in case |'m ever sued for infringing someone
’

else's patent.! You say, "Where did you ever hear that?" And if he says,
) * \' h a

A ‘ ~ z 1 ver
"My attorney told me to ask you maybe." Tﬁén-all you say is “NO". And he

N

will probably say, "Okay; | asked." ) ’ 4

[N
. ,J

Mow, as a realistic source of what royalties you might get, we use, the . .

College of Business oééasionally. |f we know the arez in which the invention
is éoing to be sold, we ask them to make a search of the records available fo .

) ) . o . .
. them, and to tell us what the total business is in that area. If we have an -

[}

improvement patent, which is most likely what it.is, then we try fo_aéférmine
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the fair amount that we are contribufing to the product. And let me tell you
one Thing here Don't eQer +r§ to force a license dbﬁn-a man's throat evea:
if you think that -he is not going- to resent it Ia+er Don't -ever do it because
an agreemen+ is a thing that's satisfactory to both sides. You both have to
I1ve'w1+h‘i+ and when you sign a contract with a man. he should ‘like the

treatment that he got the first time. I+ is this repeat business that at

<

the :end of six years is just beginning to catch up with us a+A+he University

of Ufah, and I am truly: Thankful that | have really never taken advantage of
L
a-man; at. Ieasf | don't fhlnk | have.
1 14

Now that | -have given Vou the gist of my s+ory, I'II +e|| you my joke.

\\

| heard this one “the ofher day and | think it is apropos here because there

b

are jus% as many different methods of marketing -as fhere are points -of |nTeres+'
on how many. chlldren constitute a fair suzed family. Two fellows were talking”
at a class reunion and Charlle says, "By golly, Joe, ‘| haven'+ seen you in

ages. ,Wha+ happened to you?" Well | am married and got chlldren, "Oh,

yeah? How many children have ycu gof?" oh, | gofiLix," answered Joe. "Oh,"

says Charlie wvfh a faraway Jook in his eyes, "+ha+'s a great size family.
‘ . T,

| wish | had six children." Joe asked, "How many do you have?"lf"Twere",

<

replied Charlie. ‘ >
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MECHANISMS FOR ‘ : S : <
TECHNOLOGY TRANSFER:" ,

" WARF - A -SUCCESS STORY

Howard W. Bremer,*
Patent Counsel, ‘ - . S -
Wisconsin Alumni- Research Foundation :

The only fhing;WOrse than being second to iast on the progrém>i$ being
last, espsclarly if one follows an act like Clarence:Martin's and with the
cocktail hour coming soon. I'TI watch the time, but we stild have a job to do’
here today: mine is to tell you -about WARF and yours Is to listen: ANow,
if you finish before | do, please bear with me.

Seriously, -my topic is probably one of the easiest to discuss. Obviously,
| wasn"f present when WARF\was incorporated in 1925, but it is a pleasure’

to tell a success story and if you measure WARF's success byvsuch~éircums+ancial

evidence as the total dol lars that WARF has contributed over the years to

the University of Wisconsin, it tends to support a conclusion of success.

As Henry David Thoreau once said, "Some circumstancial evidence is very strong,

as when you find a trout in the milk."

/7

Irv Antin has suggested that | may.be able to-give you some mégié formula
or incantation for success. There are, however, no formulas which | can pass
along to you which will guarantee success uﬁlegs it's the old adage about
hard“work. Later | will give,YOu.my apélysis of why | think WARF has been

\a success.

| will begin with a bit of hlsfor}c backﬁround on WARF which you may
find interesting and some facts on the -impact -which WARF has had on the

University of Wisconsin. Detailed facts on WARF's beginnings and its contri-

-

¥ See Appendix B for biographical information. -

.
. '«,;2‘ -
. i}
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butions to the University are sef forth in a report which was prepared by

Dr. E. B: Fred, Emeritus President of the University. | have only a few
copies of that report here so if fhaf éupply e exhausted and you would

like to have a copy please leave your name- and 1111 be glad to mail one to

you.

-
l
#

In fhe early 1920's Dr. Harry Steenbock, a professor |n the Bnochem:sfry
Deparfmenf at the University of Wisconsin, found that exposure of certain
foods, oils, or pharmaceuflcals to the ultra V|oIe+ rays of a quarfz mercury
vapor lamp imparfed antirachitic properties to the substances. He applied
for a patent oh this discovery and offered to assign his patent to the

*a

University. The University was not prepared to handle the patent and refused

_ it in the following words: "The Board of Regents -cannot be expected to allot

money for a patent application when it is not certain that it will receive "
something for such aq\exeendifure." The then Attorney General also ventured
the opinfon that fhe University had no power fo &efenq patents and fhaf,(

therefore, .patents in the handslof the University represented a quesfioneble

value.
i ) ’ »
éubsequen?ly, so that the Steenbock patent could be;essigned_ln some

manner to benefit the University, a plan was proposed 1o organize a non-profit

sharing corporation or a trust, the necessary capital of which was to be furnished

%

by alumni and friends of the aniversify, and whose management was to be in The

hanas of Trustees. It was through this mechanism that Dr. Steenbock's objectives

€

were accomplished. Those objectives were "To deve]op a plan for making use

of patentable ideas of varioue members of the faculty that would protect the

i

-
<
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individual faking out the patent, insure its proper use, and at the same
time bring financial help to the institution and in this way further the
Universifi's research support." ‘Subsequénfl?, on November 14, 1925, wifh»

'$900.00- in capital supplied by nine alumni, each of who contributed $100.00,

g .
ﬁi—fﬁﬂARF'S corporafe charter was filed.

WARF was the first foundafion'connecfea with an educational inéfifu—
D ' i 1% ‘”!":'{)’ ) B >
tion to be formed as an agencyﬁfﬁaépendehf of faculty and regent control and

without any endowment other than the Steenbock patgépt.
. ';,f'. e

-

Foritunately, the Steenbock patent and the I1censing'program under which
if;was administered turned oqf fo be a "winner", ulfimaféJy returning about
eight million~d6IIars in net royéifies. Thus, WARF's first and e?rly -income
was obtained as patent royalties and the Sfeenboek net royalties, as well as
‘ fhsse of some consequent "winnérs", foremost among which were the Link patents

relating to the anticoagulant, warfarin, which provided the seed money from

H

which WARF's current assets have been generated. Today the major portion of
WARF's income is derived from invésfmenf.acfivjfjes. However, patent royalties

»

sfilI‘confinue~+o make a significénf contribution to such income.

What is WARF's patent Ijcensing program?

WARF considers that its patent management program is an-cbligation to Tﬁe'
University of Wisconsin faculty, staff and students which has as its major
objective the transfer of technology from the University into practical use
for the benefit of the public. Generally, there i5 no requirement that

s

inventors at the University assign their inventions to WARF or, for that matter,

P

s i

Spmcen
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to the University. As a ma++er of University policy they are tgge to dispose
}of their inventions in any way Thej blease. Even where an invention is made

with WARF-supplied monies under a WARF grant there is no obligation for the

inventor o réporf‘or assign the invention to WARF. He brings his invention

t+o WARF on a voluntary basis.

©

The exception to these general rules lies in the area of Federal Agency
fuﬁding, which was touched upon earlier, and where there is an obligation
to the Unffed,Sfafes Governménf through the particular fynding agéncy. Then
‘ ‘University of Wisconsin is @ party to an Institutional Patent Agreement with
both fheaﬁéggsgmenf of Health, Education,. and Welfare and the Na;idnal Science
Foundafion.,\WARF participated extensively in the negotiation of the provisions
of those agreements in the form in whizh They are now offered to other institu-
tions. lBofh of these agenéies, as évidenced by the terms and brovisioné of‘
their lngfifufional Patent Agreemenfs,'have recognized the i?cenfive aspect

that is closely associated with invention development and which Dr. Ancker-Johnson

talked” about this morning.

Because of its ro]e as designee of the Un}versify of Wisconsin under both
of these Institutional Patent Agreements, WARF has had its patent licensing
policies reviewed by both agencies and has had fhose policies appréved. It
has gone farther than that, however, in re{afion to its designee\role, in that

. it has a formal agreement wifﬁ fpe-Unlversify which recognizes the Unfversify's
obligafibns where }edéral Agency funding is involved, spells~ouf’WARF's.

general patent licensing.policies, and affirms that it will take no action

which will be inconsiderate of the University's obligations to any funding agency.

rd
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Forfunafe]y, WARF's relationship Qifh }he gni§ersify is no;lénLy contrac-
tual [n nature but is also very personal. We fee} we have ;ery good people
at the University with whom we work and we hope téey feel the same way about
u§.’ WARF's door is always open. to any 7nveq+ors %r potential inventors for
a discusgion of.any problems they may have. |f sémeone>calls, we try to
accommodate them as soon as possible which is ver? often the same day since
we realize fhéf timing can be essential and, as wés suggested earlier by
Niels Reimers, the follow-up should be quick. é , .

[ should add one other important factor. According to WARF's policy,

¥

the inventors of any patents which WARF adminis%egs receive 15% of the net

I~
proceeds. Where there is a sole inventor he_aloné receives the 154. Where

there are joint inventors the inventors as a group receive the 15%. There is
no’deviafion frqm that policy. The remaining 85% of. +he net proceeds becomes
parfiof WARF's annuai research grant to the University. | ;hould aiso ex-
plain that in most cases 154 of the néf is really closer to 15% of: the gross
receipts obtained from the management of an invention since no overhead costs

kK

are charged against invention accounts. Only the direct ouf—of—pockef

particular invention. After those expenses have been recouped through .

licensing or other arrangements, the inventor begins to share in the royalties

at the 15% rate.

In line with the general topic this afternoon "Mechanisms for Technology

Transfer", | would |ljke to make just a few remarks.

7

First, | would like to talk about the patenting approach. This morning
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Dr. Ancker-Johnson said. something which | have heard often before and which
h$s~aiwéys bothered me. She called a patent a monopoly. This, | gincérely
believe, is a mlsconcepfion and a misundersfandiég but one which has served
the antitrust boys all"+004well. (These are the peéple that péofess not
+o\be,"an+i-pa+en+"_bu+ through their -participation in developing the pro-
pésed "Administration Patent Bill", t+he prowisions of wh}ch could emasculate
the patent system, leads me to bel ieve the contrary.) In‘considering the term
monopoly, keep in m{nd fhaf.a monopoly is something that deprives the public
of something that it has. Patents don't do that. Rather, they give something
to the public -- the discloéu}e of the new invention. The consideration for

- that duscuosure is the seventeen year period for which +he patent owner can

exclude others from practicing the precise invention clalmed Observetfurfher

*fhaf the right is one of exclusion only -- no rughf +o practice the new inven-~

t+ion is conveyed. Such-a situation obvuously, could and often does lead To
innovative efforts by others to avoid the pafenf Then why patent? Why work
under a-system that has been defined as "an |ron-clad, invarianf, sys;em of
exceptions to a se+ of ever-changing, quasi-existent, rules"? A major reason
is that a patent can provide at the least cost a solid base from which benefits

for the University can be derived. This is an important consideration from

the University viewpoint.

> Iﬂ licensing an invention we use the approach that Niels Reimers has
suggested, for we fso bel ieve that personal contact is most important. We
don't circulate lists of inventions and we discourage people from using
such lists for evaluating their ‘interests in what we mighfiﬁéye'fo of fer.
o . We sincerely Beileve +hat face-to-face contact Is the only approach which,

in the end, will bring a satisfied licensee back a second time.

>




)

* There is a story that one of my colleagues }ells that | think supports
the premise in the face-to-face approaéh to Iiceqslng. I+ seems fhaf';f one
time one of hfs friends was !ooking for a job but could %ind no.employmenT
fog‘which he was parfiqularlé fraineé. 'He did notice an ad for a bul Idozer
operator but he didn't have the slightest idea of how to operate a -bulldozer.

€

.Neverfﬁeless, he personally applied for the job. The foreman asked if he

I

.could run a bulldozer and was assured that it was no problem at all. He

-

climbed aboard the machine without knowing how +$ start it. |In fact, after
much fooling around he couldn't even find the starter. ‘Affer a short time
the foreman returned and asked him if he was havigg trouble. He said the
machine wouldn't sfacf-whereubén the foreman ctimbed up and s%arfed jt.
At that poiﬂf_fhe foreman asked if he knew anyfhiné'af all aPouf operating
/ine~machiné. The obvious answer was "No" and consequently he was fired on
the spot. But, said he, "I learned how to start a bulldozer." The moral to a
that sfory.is of cour;e that as a result of the face~to-face contact you
are better prepared for a second attempt. You get the feedback from the
bofenfial l icensee. Why didn't he take your invention? What are the real
reasons for not taking it? Is it a maffer of economics perhaps ﬁecullar
. to that béfenfial licensee? Are there ofher‘problems present which you may
not have foreseen? Answers to such questions are cerfainl* dgoing to help
you in preparing for the next contact that you make. |n general, we look
ubén a licensee as a partner in the invention and we iry to design our
_ licensing arrangement so that in its gperation it Is equitable and mutually

beneficial. That makes everybon happy in the long run.

Let me now give you just a few facts on the results of some of WARF's

>

Q . N’ o
‘ | ,l.()U .




T ; ' 125

. m— e

f e . .
- efforfs which, we believe, are attributable, among other things, to the face-

To-face policy It applies in licensing. éome of the data | am about to give
you are somewha+ reminuscentaof hrl of the many s+ories you have probably
heard which start M| have some good news for you and | have some bad news
for y;n I'II begih-with +he good news. Over the period bedinning with
I928, when WARF made its in|+|al grant to the Unnversnfy of Wlsc0nsun, until
June; 1974, WARF has been able to give grants to the University totalling
over sixfy—seven.miJIion-doIIars. During that same period WARF has had
forty inventions which produced licensing income of some sort. (Please

understand, however, that those forty “inventions didn't produce the sixty-

seven million dollars. Those are the combined funds,derived from many

r

sources.) - Of those forty inventions, fourfeen have produced between $I0,QOO
and aIOO 000 each, nine have produced between $100,000 and $1,000,000 each

and three have produced more than $1,000,000 each in ‘net royalfles

Ndw for fhe bad news. The forty inventions which produced fﬁegincome
required consideration of. 1,552 disclosures which were broughfifo WARF
and from which came about 360 patent applications and 247 issued pafenfs
We currenrly have about 70 disclosures still under consideraflon and gef

“new ones -at the rafe of about 69 per year. Currently, the pending and

issued U.S. and unexpiredapafenfs total about 275. These patents represent

in reality about 165 I|censable areas of technology since some of the licens-

able t+echnology is represenfed by moré than one patent. Thus, using fhose
figures as a base, only about one out of every 40 dlsclosures considered
for patenting and administration during WARF'S Iifeflme has ulrimafely produced

some income. There is really no way that one can predict that an invention
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_ will be successful at the fime the initial disclosure is made, particularly *

when the criterion for success is the income which can be derived from it.

|¥ you, or your Board of Regents,. or with whomever you deal, looked only at

.
v (A

the odds against an lnvenfién generating income in view of ourrexperience,f
you might be inclined to take all of the monies that are budgeted for a patent
and |icensing function to the local .race track where the chances for gain

on the hlong‘shofs" are often better. However, fortunately or unfortunately,
depending upon your individual viewpoint, there are many other considerations
which enter into the picture. Major among such.CoﬁsideraTions, of éouTSe[

is the movement of Teghnologybfrbm the University into use for the benefit

" of the publfc.

It is inferesting to consider what impact upon the general economy

the inventions which WARF has successfulIy_Iicensed:has had. | don't think
many people have looked at that aspect of.licensing. To arrive at some

reasonable conclusion we have taken the amount of royalty income which‘has

*

forty licensed inventions and have trans-

been generated by each of WARF's
Iaféd that royalty inco&g into the .estimated sales which the [icensees had
To.make to generafé fha% royalty lncome.‘ These ;re the resulfé of that
translation: Four of the inventions represent one billion fiée hundred
million dollars in sales; nine inyenTlons represent éighfy miilion dollars

>

in sales; nineteen represent twenty million dollars in sales; and eight

*

_ represent one million five hundred thousand dollars in sales. The Impact ' *

" on the géneral economy of the l}censihg of inventions generated by programs

at the University of Wisconsin is cerTain]9 evident. And this is-on]y a

single University's. impact. Also, consider The impact on currency balance

3
“
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of paymenfs which royalties generafed by licensing in foreign counfrles can .

e ~

pofenflally have. WARF, for example, has had a number of |nven+|ons where

the income from foreign sources through Iicenslng has far exceeded that whlch

3

‘has been obtained in the United States.

In summary, WARF can perhaps be classified as a unique success story

4

because of many interrelated factors. The ones | have_chosenlnhich’l think

are mosf SIgnlflcanf are these:

. Its concep. and its basnc governlng principles came from

pedple who had a great deal of foresight; . j)
® 2. |ts early administration and investment policies’were jn

the hands of able and dedicafeq people;

3, The Vﬁ/;nflon in relation to which it was conceived and

founded was highly successful;

4, nnd this is very important, it was founded at a time and
~. has functioned through a Time‘dtning which fhe.faxelaws
were mych more favorable to this kind of organization

. than they now are. (The tax aspecfs related to the
plannlng for and operation of a pafenf IlcenSIng organi-
zation are somefhlng +ha+ you will have fo very careful ly
conslder in view of the tax act of 1969.);

‘5: I+ has made many good friends in the |ndus+rlal-commer-
elal scene and such good friends can be called upon
for an analysis of some inventions in the absence of

¥

fhe,klnd of profecflon afforded by a patent applicaflon
“or pafenf )
and last but cerfainly not least-

6. |t has been blessed with good |uck.

S 1330




MECHANISMS FOR TECHNOLOGY TRANSFER

DISCUSS1ON , ) R .
P ? - -
Mr. Latker: | have enjoyed all these panel speakers very ‘much and all

their points xfre well taken. Being wlfh the Federal Government, however,

| do have somewhat of a problem with the overtone that forv;;\invenfnon pro-

-3

gram +o be successful‘Tf mus+ produce income. | have a different view on the

ideg of the necessity for producing income. Té my miqg, a sggcessfu; patent -
program is one that proyia;s a situation In which the inyphfor’ulfimffely

‘knows that he has failed. There are many situations in which the inventor is.

in an organizafion that makes no efforf to provide him with the knowledge .that

his invention is a real.washout. Frankly, in a situation like that | think that
you have an unhappy envjronmenf.' Tolmy mind, the university environment -especi-

<

ally should be one that gives +he inventor the chance of knowing why his. inven=

+

fion‘ulfimafel9 failed. |If +he program provides no income back to the unuversify -
that can be ploughed back into the research, well, I think that's sad, but fhaf
to me is not a,mark of failure if the creative pepple on' the campuses know that

their institutions have-made their best efforts.

' 0 ‘.
Questioner: .1 would like to have Clark McCartney tell us a.bit more abow(

P

what he means by }he "fall back" clause.

\ // Mr. McCartney: The firs+ type has to do wifh the percent split on payments ‘

between know-how and the Ilcense of the patented invention. That is 079 fall
L)

back clause where if your pafenf application fails, you still have something in ~

£

tferms of income for this agreement. Anofher type of fali back, of course, is the
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.mlnimem royalty payment clause where it's a fall back to where -you have a per-

formance guarantee written into the agreement s6. that the licensee is bound to

. ?
deliver X dollars to you for minimum performance.

H ' -

Questioner: In view of +he panel's compents on. recommendlng that +he per-
sonal approach be used +o licensing, | was wondering if +hey'wou|d care +o

analyze the government's approach which is advertising through NTI (National

Technical Informafion Service) as a means to Qb*ain interest from industry?

A

‘Answer: | think that's almost hopelessf

.

+

Questioner: Should the licensor or the lincensee be placed ina posi-

. .

.tion of handling the enforcements of the invention in case the invention is

*béinb infringed by a third party?  °

-Mr. Marfin: We handle this at +h36UnIversi+ykef Utah by'ﬁaking it op-

+iona| Our agreements include a provision whereby upon notice by the licensee

% " that there is a potential infringer, the University of Ufah as | icensor, may
% - <2 »
» or may not file an infringement suit., First, if the allegafion is unclear we N

.2

don't wanf to be forced into.filing somefhing that we feel ‘has no merif, and

_in thse ‘cases we turn It down. Then +he I icensee has the option of fiiing .
suit himself in our name. We agneﬁzfo cooperate in all respects, but the. licensee

-musf,underwrife the suit and he can-keep every+hing that he makes out of it.
Contrary +o something that was said earlier fhls morning, it does not relieve

the ‘licensee at any time of‘hevlng to continue hi royalty'paymenfs to us.
s ‘ y =" !

- Questioner: | wonder if the panelisfé would commen; on improving the
¢ - -

1
.

Q : - ..
"ERIC" 1385 ‘ S
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success ratio. by lefflng the need to pull the fechnology be replaced by & -

push of technology into +he market ‘place. | think that some of +he organiza-

A

tions you deal with have applied research program& whlch could doﬁtha/,work
-For example, you actively seek to do research in areas ‘where somefhlng pafenf—

;able might come out of it and maybe fhe .one In forty -success rafio‘would be

.

lmproved Does anybody have any experience ln trying fhaf?

‘Mr. Bremer: | think the approach that you have to use is that the need
+ry fo pull the technology - | can only speak for experience at WIscoqsln.

In looking toward fhe appl ied areas you .are ln ail probablllfy Iooklng prl-

1

. marily at the engineering school or the agriculfural schod)” wlfhin a unlver—

.

slfy. ‘The agricultural schools have generally taken the poslfion that fhey ‘
are providing a service for the state, especially if it is an §§rlculfurally p,
- . . 4 . . ~

ot -
TN L

“oriented state, as is Wisconsin, and they usually make the results of thefr .
in!esflgafions available through publication or ofher means without novlng. E .
in the dlrecfion’of patent protection: There are excepfloné;'of course.z . .

’In jhe'Englneerlng.School lhere is a dif}erenf'mechanlsm that is sometimes o

- employed. ‘For example,. a company can make .a specific granf to fhe:unlverslly.

<

that is desugnafed for use by a specific lnvesflgafor for a speclfled end i

¥

However, the universify will not accepf that kind of gran+ with’ any resfrlcflve _

. R

clauses a++ached such as a restriction on pafenf ownershlp. ln such a’ slfua-

tion the company can do an end run, in’ ‘a sense, fhrough a consulflng agreemen+ !
confainlng an lnvenflon ownership clause with the lnvesfigafor to whom the

granf is dlrecfed.' In that way the company wouldoobfaln the beneflfs of the i f;

applied research but without interfering .with the university protocol. So

Lol




.So, Norm, what was your point? Maybe. | missed it.

-make a nickel, -but you do have a program, then you are servlng'a purpose at

131

3

you can do applied research with company sponsorship. at a universify by .em-

’

ploylng fhaf mechanism and | think that may respond in a sense fo wha+ you

'

are looking for.,

v
,5’ 3}

Mr, Genfry I m not sure what Norm Lafker s poinf was about making

-t

monqyrandfsuccess but in my adminfstration of patents, and the knowledge |
have of others, | don't know of any gifuafion yhere an inventor is told that
he QIII be unsuccessful unless his invention makes a lot of money. | think
we all work overtime to try to let down inventors whose fdeas‘are not the

greatest -in the world as gently as possible and to make- him feél successful.

Mr. Lafker. Some of the pedple here haven'+ really entered into acfive ©
programs. There was some overtone %Iong the line +ha+ well, this Is a diffi-
cult business and there Is a prospect +ha+ you know you'll never make a nickel’

in the business. The only point i was trying to make is that if you never

the university by providing to the inventor the knowledge that he is being

taken care of.

Mr. Bremer: | think, Norm, that the primary purpose, and we cerfainiy ‘
subscribe to fhis purpose, is the transfer of +he technology -out of the uni-
versity community and into public use as quickly as It can be done on a rea-
sonable basis. Money-making is really Incidenfal to +ha+ process and fhaf'
where fhe good luck comes 'in. / I¥ you catch the good ones why +ha+'s fine,

but I know in WARF' hlsfory there have been many inventions where there has

o




™

. our fears are justifled or ‘not. <o

‘been aftransfer of Teshnglqu,wlfh‘llfile:eXpecfaTldn;e¥ eny-refurn’af all

expecially ‘true ‘in the medical field.

'situation and feedback would help him guide his future reésearch. The: hope of o

ever getting big ones out there 1f you don't ever have.a patent focal point

" tion should or should not reasonably - expect to fake in fhaf area. We have

(been asked lngg fow cases at least to bear the oxpense of the: defending. In

infringement for that matter if he wishes to do so, and prosecute on ‘his -own

P P T T N b T R el D
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and it has been just a matter of serendipidity where sqmé»nelurﬁ has been. lé%
- ; . o . ] . 4
generated with a ‘late blooming kind.-of patent on some technology that initially. 1

was not expected to generate any kind of income. This has, perhaps;rbeen

*

Mr. Latker: The feedback to the inventor, | think, s very lmportant in

continuing his research. He may be Iiving in an Allce. in Wonderland sort of

in your -institution is not a bright one.

Questioner: | just want to inquire about lnfrlngemen+’from the other

side- of the coin: the defense of the. lnfrlngemenf say, in-what the institu-

the event of that contingency, we have resisted so far. | don't know whether

¢ ve
i

Mr. ‘McCartney: Well in my discussion on the lnfrlngemenf clause, which
was |imited obvlously because of flme, I made, reference to the fact fhaf we

of course allowed the l|-icensee to defend in an lnfrlngemenf sulf;,or bring

without expense to the Iincensor. However, if we come up against a toughy

and werwanf to continue negotiations, we have alloﬁed, that where he has to - ;

- defend, then expenses could be offset .at some percentage. of the royalties
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received from the !incensor payments. That is a trade-off which has gotten
us over some of the difficult areas in negotiation.

Mr. Bremer: ‘Of course, if you. license nonexclusively, you've got two
“options and that's the éasiest.way to go in that ¢ircumstance, that is, to
1icense  rather than |itigate. -A nonexcluélQé license-can be designed to . - :

>

ihave,exbiusiververfonés through setting up a royalfy’scheduiévwhich'wirl
“give-the benefit of a semi-exc lusive arraﬁgemenf but still .provide an in-
cgnflve by esfab!jshlng royalty .rates on an Pscending scale measured from
the effective date of the agreement. In that way the Ilcensée'who gets in

first still has an advantage over the licensss who cowes. in tater, but you

have not foreclosed your position to license.

Questioner: A 40 to | shot bothers me. |t either could be because the
invention isn't that good or i+ could be that the licensing agent isn't that
good. |s there any thought of switching horses in midstream if you had a

fair shqf}af i+, say, a vear, two years, three years or whatever the time is

a 4

for- the invention? Or try another mechanism, give it back to the inventor,

“try anofhef corpoFafion? You arejdoing it in house, - In other words, just
.‘don'f hold it atl th_fime and say, "Well, | gave my best shot," because you

may not .have the contact ana the inventor may be the loser not because the

invention is bad, but because, of not having the right contact, Is thére any

thought in your program of switching horses?

.

Mr. Bremer: | think there are seyera] considerations in that. First,

fhe-klnd of figures that are quoted are not 40 to I, they are more !ike 5001
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~ to fl Those ererfhe odds that are more normally quoted on a disclosure ul-
s "~ timately producing income if you look at them all. Second, -at most universi-

: fieslfhefe is so-much federal agency funding that I+ is almost impossible today‘
i_;p“ ~ to tind-an invention that isn't touched by, or confaminafed, if you want to use
the word _by some federal agency fundIng and 'you don't have an option in +ha+

—Case; The only option you have left is to give thé invention back..upon the
request of the particular federal funding agency. £ there is federal fdndrng
you can't give it to the inventor, egdkif'wlfhin three years you haven't done
anything with it, the fehding agency is within i+s rights to ask for the inven-“
tion to.be assigned back to +hem: In- reality, you don'+ have many -options. over
"a long period of time unless the Inventions stay in +he porffollo. Then what
happens is Jjust the result of human-nafure, as the inventions age in the port-:
folio they get less attention, unless, of course, you get into an- invention
area where you've got a late bloomer. We have had several~of.+hose where the
;aneefor has been ahead of his time by six, seven, or ten years‘and suddenly

the technology has caught up with the invention. You then suddenly find that

you've got a licensable packags +hat you dIdn'f have before Jjust because the

+echﬁology.didﬁ'+ exist-on the commercial scene earlier.

Comment: |'m goIng ‘back to the question the licensee handlIng +he en-

forcement action and the panel seems to think that the Issue is who pays for

the cost o? litigation., | think that may well be one of the simplest points
~“fo handle. | think we all know that in the patent business the-enforcement of
. ) ) -
a patent litigation can be a very_ﬁasfy affair. There are a lot of aspects that '

can ‘be drawn into-a patent suit and | am wondering whether you all have been

149
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in that situation. where the qu;sfion of the handling of the litigation by the
licensee was a matter of-embarfassmgnf to you or potential embarras;menf to

yduf fnyenfor, or possibly leave you the Public Interest C&rpofaTIOn open- to

a potential -anti-trust violation becqusé these -patent lawsuits are- not simple.

They are not resff{cfed to the question of whether it is .a valid patent, slmply
_whether there is an infringement, and they wanf a plain régdfng of the word. This °
can be a very complicéfed:subjecf and since we all represent universities tha¥

_ have a purpose other than defending a licensee's patent position, we have to

+think of these things.

<

<
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INTELLECTUAL PROPERTY:
PRIVATE RIGHTS AND. PUBLIC USE

Norman J. Latker,*

Patent Counsel, B
U.’S. Department of Health,

- Education and Wel fare .

Anything identified as opinion; of course, in no way represents Adminisfrafioh"t

or Department of Health, Education, and Welfare policy..

On- the eve of this country's bicentennial anniversary, | think it appropriate
to revisit the Constitution and'ifs framers to refresh our memories on the birth.

of the intellectual property clause..

(-4

i
- = “
,‘

As we all know, the Constitution was draffed in the confex?gof a struggle
with a government which had abused Its obligations to defend the rights of its

citizens. - Thus, it was no accident that the salient portion of the Constitution

~

-drafted for the purpose of protecting your liberties made the Government fhé ser-

vant and protector and not the master of_ your.individual rights.

»

Thus, the fifth amendment of the Bill of Rights provides that:
"No person shall . . . deprived of life, |iberty or pro-
perty, without due process of law; nor shall private pro-

perty be taken for public use without jusf'hompensafiqn.h

It appears that the absence of any one of the three words, "life" --
"|iberty" -~ or "property" could have the effect of negating the other two. This
seems especially true if you were not guaranteed the righf of "property" under

the conditions speclffed, since private "property" is a necessity .if you are to

¥See Appendix-B for biographical information

14z
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have control of your "|ife" and™ iberty", | might add inferentially that it is
cbnfe@ded‘byhsomé that fﬁe free enterprise system is debendenf'qn/or sprang froﬁ
these words, ;InCe without the profgéwion'ofyprlvafe property froq arbitrary in-
trusion, that system could not exist. Certainly the words Hlstlngulsh our society

from the various forms of the world's collectivist societies.

Now, we.al| know that the word "property", even at the time of the framing
of the Constitution, included "InféIJ;cfual propqrfy"t But héf—wlfhéfandlng the
generlc protection of properfy ln the: fifth amendmen+ the framers chose to be
even more explicit about this speclflc category of properfy, and provided this
fanguage in Article I, Section 8: ‘

" "The Congress shall have power to . . . promote the progrégs
of sc{ence and useful arts, by securing for {imited times +o

authors and .inventors the exclusive right to their respecflvé

writing and discoveries." .
Why ~-- this special handling of this category of properfy?

Thene,was no re;orged débafe in.the Convenfipn onASepfember’S, 1787, when
Arflcle I, Section 8, was - presented, and l+ was approved unanlmously. Thaftfhe
eproducfs of the mind should prospecflvely recelve legal profecflon, even from a )
_centralizeéd Government to be formed, was a principle upon which no one dlsagreed
probably due to some positive prior experience and examination. Within the eight-
Teenfh-cenfury context of natural .laws or rlghfs, Infellecfual property had re-
ceived affirmative expresslon not only in English and Commonwealfh Iaws, bu+ in

the Declaration of Independence, which provided that "All men are endowed by
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_in intellectual property with the Constitutional Conyention. He made the fgljow-

~ portant Insight:

3
-~
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.
their Creator with certain unalienable rights", and "that to secure these rights,

-governments are instituted among men , . ."

Madison, the chief architect of the Constitution, did not end his interest

ing illuminating statements in supporf of . the prospective Federal authority to

award patents and copyrighfé: ’ ) .

In the Federalist on January 23, 1788:
"The -utility of this power will scarcely be questioned.

Ihq copyright of authors has been solemnly adjudged, in

V. og .,
L2 .

Great Britain, 15 be a right of common law. The right to
useful inventions seems with equal reason to belong, to
the inventors. The public good fully coincides in both
cases with the claims of individuals. The States cannot
separately make effectual provision for either of the
cases, and mogf of them have anticipated fhe decision

of this point by laws passed at the Instance of Congress."

In a letter to Thomas Jefferson on October 17, 1788, he made a more im-

"With regard to monopolies, they are jusfly classed

among tha greatest nuisances in Government, but is it

clear that as encouragemenfg to literary works and
ingenious discoveries they are not too valuable to be
wholly renounced? (These two sentences appear to be an

attempt by Madison to distinguish between past monopolies
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~ of commodities granted as personal favors and the suggesféd

In this statement, and especially the last sentence, fhé answer to the "need

monopolf for novel intellectuai property.) ° Would it not
suffice to reserve in all cases a right fo the public to
abolish the privilege at a price to be specified in the grant
of it? (This appears 1o be the first reference to Govefnménfv
"march-in"‘righTS!) ﬁonopolles-are~sacriflces of the many to
the few. Where the power Is in-the few, It Is natural for
them fo‘sacrlflce fﬁg'many to their own partialities and cor-
ruptions. Where the power, as with us, Is !ngfhe ﬁény;\nof
in: the few, the danger cannot be v§E§ qreaf that thé few will

be thus favored. |t is much more to be dreaded that the few

T » Pl

: by
will be unnecessarily sacrificed. to the many."'ﬁgParenthffEal
g - 41 X 4 -

1

sentences andxémphasis~added.)

{

for specific protection of intellectual prdperfyl‘ggfwlfhsfandlng its gene}jc in=
—~—— ) '

clusion in the fifth amendment, seems apparent. First, the usé of the term "mon-

[N

, | .
opolies" suggests that Madison knew that the nature of an individual piece of

_ . same time

diversity

bility of
zation of

_amendment

inteilectuai property is such that it could be useful to all people and at the

be susceptible of ownership by one person, while on the ofhdg hand,

of ownership of all other categories of property precluded the possi-

monopoly. The strong possible argument against an indefinite monopol i-

valuable intellectual property and its end product under only the fifth

and his recognition that "The States cannot . . . mgkefé¥fec+ual provi=

”

sion", suggests that Madison knew that the rights of the creative few would be

‘in danger

without clarification in the Constitution. Thus, a compromise was .

- 145
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struck under which intellectual propeﬁfy-was to be owned for only a limited term
iﬁ exchange for the creator's right foiexclude.. I+ was under these circumsfanc%s

“"t}haf Lnfel[ékfugjxpfopeffy—4- fhaf.ﬁroperfy which ‘makes possible the use- of al
.other property == obtained special consideration In the Constitution.

-t . N . \) , - . ) ‘
Theref%s I'ittle that |'ve presented that appears to be subject to ques-

. tion. %ven~+hose who-iave difficulty with the lnfal!ecfual property cléuée do
not advocate its repeal. Their argument has not been dl%ecfed agéinst the Gov-
ernmeﬁf's responsibility éor protection of private prope?fy and the-special re-
ward promised by the intellectual property clause, but ero;ion‘of fhg concept
through convincing of an immediate need to |161+ the reward in ;he "public inter-
est" ér bééause of public involvement in the difficult delivery process which
Infe!lecfual property ﬁusf move through Befpre reaching the public in useable

form. These arguments, used in inappropriate situations, are probably what

Madison considered "to be. dreaded".

A§ we discuséed on previous occasions, since the inception of the patent
system, this country has moved from a rural to a highly industrialized nation.
In the pfocess, resources and creators flowed into highly sophisticated lndqurial'
research organizations. Such creators were requirea to assigp thelr creative
rights to the organization without any added compensation over and above their
salaries. As | noted on that occasion in greater elaboration, this arrangement
was tolerated by society and confirmed in the courts as to privafe organizations

and their employees.

When the 17 billion dollars of Federal funds began flowing into research

some twenty=zfive-or-so years ago, fhroughtfhe funding of the Federal Government's
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confracf and grant sysfem, the slmplisflc policy that "What the Government
(br ‘public) pays for (or even partially pays for), it should own" was applied

in practice to the total. inventive result of some Governmen+ funded research

Programs. This was really .an ex*enslon of the already deve loped and accepfed

- [ -
poncepf applied to private Industry, discussed above, that an employer (here,
+he Federal Government) can take assignment from an employee (in this case, the

Government's grantees. or contractors).

As | indicated previously, | thought util-izing t+his concept in all Govern-

" ment confracflng situations to be poor policy, as it did not maximlze delivery
of inventive. results 'to the public, or protect the equities of all the parfies
lnvolved' in,my experience or that of others. ‘This was explicitly po!nfed out
+o DHEW by +he GAO in.its 1968 Report to the Congress on "Probliem Areas Affect-

ing Usefulness of Results of Government-Sponsored Research in Medicinal Chemistry",

whlch provided;
"On the basis of our observations, we proposed that the
Department direct its efforts toward fimdly'defermlna;lon
of rights to potentially patentable inventions in order
to reduce uncertainties as to the. status of Invention rights.
Qe proposed also that the Department clarify the intended use.
of Institutional Patent Agreements, of which only limited use

" has been made, but which appeared to be a useful device for

‘assigning ownership rights while protecting the public interest." ,

After my review of the:Constitution, i believe that the legal basis fof

this finds some support.
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Now, the prlhary_prgumenf of advocates of a Government-title policy with-
out reservation maintain that fhose'Governmenf research programs utilizing a
1

Governmenf-llcense pollcy result in an "unJusflfled wlndfall" in the confracfor.

-

Notwithstanding the fac+ that no Government research program: really. uflllzes a

Government-1icense policy without reservation, consistency would lead one to the
belief that a Governmenf-}]fle-péllcy wlfhou+lreServa+lon results in'an “uniusfr-.\
fied windfall" in the Government. If fﬁere\réally‘were,éuch a "windfall" in the

Government, the policy would be consflfuflonally su5pec+ slnce there is a sugges-

tion that "prlvafe proper+y" is being "taken for publlc use wlfhouf Just compensa-

tion"; since +he chain of title, as provided by Article |, Section 8, must sfarfv

-

with the inventor, and proceeds to the Government oniy +hrdugh contractual asslgnJ

ment. ' ,

- ~

In truth, "just compensation" for future inventions generated under Govern-

e

ment contracts cannot possibly be determined at the time of contracting, 69
matter what pafenf clauses are uséd ’and-any equlfable policy ln thch the Gov-
ernment wished to refaln exclusive rights would have to be based on compensating
the owner of the exclusive rlghfs at a time-when lfs commercial ‘'value could be

assessed. Compansyllgﬂ_!gglg,ordfﬁgrlIy be in excess of The confrgcf price, un-

" less fﬁe invention were the specific object of the contract, which ordinarily is

not the case. In ﬁgcf in the area of grant research it is by definition hever fhé"
case. (I would poln+ out that anyone supporting a Governmenf-flfle pollcy with-
out. reservaflon if +he flme of confracflng culd need to esfabllsh +ha+ all

“ -
future lnvenflons were fhe specific object of their confracfs, ofherwlse, +he

Governmenf wou!d be the reclplen+ of .a "wlndfall" )
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" ' Now, | consider it nonproductive to belabor the argumenfs%supporfing +he
two extremes of possible Government patent pollcy. I have chosen to fault the
one extreme not for the purpose of supporting fhe ofher, bu+ merely because lf //

- is the former that has bec°ﬁ;\1;i+::re vocal. Unforfunafely, when one- extreme

surfaces and the J#her remains t, the Government policies that sit lq‘fﬁe

- middle. become pressuregd’ to glVe ground to the vocal extreme. Since as yéL all
/
kuow, DHEW pafenf olicy already sits in a mlddle ground we canno+ responsibly
move without aBandoning the protection of some of the equlfles of' +4P parfaes

involved./ But, unfortunately,. this type of resistance prdyidbs to./the ‘extremist

' +h§/9

N /////1 Now, of -all the variant policies one finds under the PresLﬁéHt's Statement

gurent that we, in turn, are extremist in.our position.

.
-

- of Patent Policy, which in lfself provides the f ramework withifn whlch rreasonable
men can find a middle ground, I believe DHEW's to be the mos+ accepfable. It
emerged from the crucible of debafe with the clear recoqnlflon of the Govern-
ment's obligation. to protect the equities of all the parties, including the gen-

eral publlﬁ.

" DHEW has two methods of maklng disposition of Invenf!on rights. {is stan-
. _dard pollcy ls to defer defermlnaflon until the lnvenflon ls identified. We
never take +it+te at the time of contract, thus obviating any possible claim of
-unjust enrichment. In the majority. of cases in which the inventing organization
-seekgjfo retain the exclusive rights to an ldenflfled.lnvenflon they have made;
-we “grant the request, sﬁbjecf t+o the kind of conditions hadlson dlgcussed. Thus,

“there is a requirement that if the organlzal}gﬁ‘qhooses to |léen§e its rights, it

- “

first determines whether nonexclusive I;;gp Ing wiltl result in obtaining further

re
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Hevelapnanf funds.: If, exclusive licensing appears negeésahy on the basis of
. market conditions, then we limit such licensing to five years from first com-
. _ mercial sale or eight years‘f}om the licensa, whichever occurs first. You all
know that there are other "march-=in" conditions that qeadh'f be detailed héfa.
I +h§ organization itself chooses to develop the invention, the Iimitation on
its exclusive(posifion parallels that which it could give. to. a licens;e. Thé_
' grant of a requas+ is nearly always baaed on +he fact that further risk caplfal
is necessary to develop and brlng fha)invention to The marketplace  and the
- Department does naf intend to provide these funds, ordinaril; because such
funds have an'ﬁeen appropriated. Thls'is quivalenf fo‘a»deciéidn that the
invention was not the specific ijecf of the confracf,-aAd we do not wish to. pay
"just cohpensaflon? aver and above the contract in order to Mafnfain‘fu{l rights

¢

in the Invenfion. ‘The deciSioﬁ +o retain rights in an identifled,fnvenfioh in
the insfances where this has been done was based on a fn;dlng +ha+ fhere was an
jntention to contribute the additional fundlng necessary 1o’ bring the Invenfion
to the markefplace. This Is tantamount 1o a decision that the invention was

the specific object of the contract and, therefore, the contract price plus the

.additional investment Is "just compenaaflon".for the taking.

Further, In ou} Institutional Patent Agreement program, under which granfees ’

o

with pafenf management capaolllfies are afforded a first opfion fo any invention

made under their grant, an objective dec!sion was made by the Deparfmenf +ha+
because of the basic nature of the research supported, any invention +ha+ evolved

could not be: the spacific objec+ of the grant and would always require further

deve lopment which we would not support. Thus, in %hié—sifuaflon,Awe basically
|
\
|




-decided ‘that " just compensaf!on“ over and above the grant would always be re-

quired in order to maintain full rlghfs in the Governmenf and fhaf we did nof
i wish. to make suchﬁpaymenf. | would add that the decision to permit *bewfirsfd

option. in the dnstitution is -conditioned, on the same {imifing cbnq1¥§§§§~q+ife_

-

ized under cur deferred determination policy.

Now, fnvprac+ice, what has ‘happened since the 1968 GAD Report? Thg:éiaf—r; ;
Istics ;e have collected can be'conslder;g to be only apprd%lmafe»in that fh;y -
were accumulafed‘very'rapidly,fhrodgh,our files @nd'wifh éonQersatidns.vjfh the
parfies in interest. The sfafis;}cs are on fhe fow side, as not all the Infer-
esfed parfies could provide information. Yo us within The fime frame necessary,

. and most that .gave us statistics were conservative when fhey felt figures could

not .be readily verified. -

<

First, in regard to the GAO cqmmenf§>on Department performance, | would

" néte, that since January |, 1969, the Department has entered into. 4l new Insti-

tutional Patent Agréemenfs, brinéing the total number to 56. Sécond, in regard
- to defermlnafions under our deferred determination policy, average processing
time is running between 15 and 20 weeks from time of receipt of a pefifion to
final determination. This compares to a situation .in 1968 when petitions basic-
‘Qllytwere not processed. '

v -

‘Now, in regard to rights dispositions, our files indicate that 167 patent

appllcafions were filed since 1968 by lnsflfufions who chose to exercise their

tirst opfion fo invention righfs under +heir Insfifufional Patent Agreement.

» +
% "‘ 7 s
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Under the 167 patent applications filed, the univérsifies ﬁéve negotiated 29

. nonexclusive licenses and 43 exclusive |icenses. ln addifion, seven opfions to

Iﬁ%ﬁnse have been negofiafed. Seventeen joint-funding arrangemenfs with commer- , f

cial organizations, involving only (he possibilify of rights to future. invenflons,

‘have been made. | consider this ‘an important sfafisfic since it Indicafes a

’)

w:!!ingness to make arrangements prior to the time that invenfions have been
made on the basis that the Pnstitution has the flexibiltfy,of providing to the

concern some invention rights if an invention should evofve'from fhe,joinfly

funded effort. The institution ‘gains this ability to negotiate by virtue .of its
Institutional Patent Agreeménf. We are advised that on the basis of all the
agreements noted, approximafelyu24’miirion dollars of risk capital was committed

to the development or making of. inventions evolving with DHEW support.

Under our deferred determination policy, it was determined that since

July 1, 1968, 178 petitions have besn.feviewed. Of these 178, 162 petitions were

,granfed. Under the 162 petitions granted, the institutions involved and respond-

ing have to date granted l5-nonexc|psive licenses and 35 exclusive licenses,
These |icenses have generated a cémmifmenf of risk»captfél of approximately 53
million dollars. One of the pefifions granted involved a burn ointment discovered

at a university, which was patented for the universify by Research Corporation,

licensed to a pharmaceutical company, clinically tested under +he direction of the-

company, and cleared'by the Food and Drug Administration on the qgmpany's initia-

tive. The drug is now commercially available.

To my knowledge, this is the only drug outside the Cancer Chemotherapy
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‘Program wﬁich was }niflaJlY‘disdovered{wifh Deparfmenf support -and: hag reached

the marketplace fhrough,fhe 1ayes+men+ of risk capital jrom the drug industry.

We are aware’af at least five other drugs outside Cahcer Chamofharapy,af various
stages of development which. were disaovered with Depar}menf support and .are now N
belng‘deVeloped'wl+h privafe~sappor+ under |icenses made possible under our -
deferred defermlnafion pollcy. (1 cannot at this time advise whefher rhe,
.l.icenses granted under Invenflons retained under IPA's Involve any drug. develop-

ment SIfuafions, but it Is presumed they do.) Thése numbers compare to zero

sTtuations at the time of the GAO Report.

The apbﬁoxlma*ely 75 million dollars committed to development of’Depar+men+ b
Iniflafed Inven#lons, although on the face appear:ng Yo be Insignlfucan? in
comparlson to fhehone-and-a-half billlon dollars yearly devoted to -research and-
dévelopmenf at DHEW, is in fact substantial when-compared to: the 100° mlllion
dollars devoted to directed research with profit-making organizations in 1973 and
to lesser aw*unfoinAp*aaeéing years. The:campariSOn to the 100 miFlion dollars

is: deemed more- realistic, since +he 75 million dollars committed is substantially

all for development purposes (directed research). -

Much more significant than the. figures involved Is the information beirg:
provlded by members of our .audience which indicates that in the -iast two years
industrial organizations have. been acflvely pursuing university research whlch
I belleve to be clearly the result of the audience's active sollcitation Qf col lab-

. oFative -arrangements, which, in turn, was ;partly motivated by the flexibility

provided by our patent policy. Thus, while the éAO Report indicated that In‘

Ay .
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many instances investigators formerly could not reach the point of conclusive ~
~/

failure with their innovations, that pa+hﬁay appears to be open, along with the

hope of successful utilization.

In light -of the above, | believe Mr. Madison would be pleased that DHEW
had not "wholly renounced" monopolies as "encouragements fo 'l iterary works and

-

ingenious discoveries".

In times of stress, other countries have‘éb;ndgped, to their ultimate
s regret, commitments to individual rights for what was claimed to be the immed-
iafé‘"pthIC‘inTeresf". The concept of individual rights and the intent to-
protect them stems from the natural law understanding that rational individual

thought leads to survival of all, thIe’éollecfiviém leads to ultimate abuse

.of such rights.

We a}e agked now by §%ge to "wholly renouné;" the lnfel]ecfual property
‘clause on the basis of that éorfiop ?f Government research funds commingled with
Thosg of the private sector in ordertfo compiete the. arduous task of bringfng

an }aea from the lab to a finished product in the marke+p|ace. There are too
few who understand that to do sowéould ulfjmafely.hean The quuldéflon of the '
private ownership of all intellectual property pfher’fhan that kept secret, or

the fractionalization of all collaborative effort involving Government funding.

As the man said, "The price of |iberty (and property) is eternal vigilance".
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AVAILABLE CORPORATE ASSISTANCE:
THE RESEARCH - CORPORATION

Willard Marcy,*
Vice Presideﬁf - Patents

The. Innovation.Process in the Educational Institution

- The speakers at the previous sessions of this meeting have discussed
thoroughly. many facets of the complex process involved in the transfer of
technology originating on university campuses. In reviewing the points pre-
vious|y brought out, it seems clearly evident that educational institutions
have a much greater awareness then ever before of their. responsibilities and
obl;gafions relating to effective transfer of technology developed in fhelr'

research Iaborafor.es. What is more, this awareness is growing rapidly and

-

will undoubtedly result in the near future in a great increase in the utili-
zation.of university-generated inventions. This conference, therefore, seems
Very’fimely and quite appropriate, and we at Research Corporation are pleaséd
to have an-opportunity to participate.

‘For my Tgﬁk this morning | would like to review briefly the necessary
steps that-an ehucafional institution should consider in developing effec=-
fiye fechnologx transfer, then discuss the capabilities of Research Corpora-
+1on and how and where they can be ufilized by the institution, and finally
d{scuss a patent awareness program, being funded fn part by the National Science

_ Foundation, which Research Corporation is undertaking with the cooperation

of eight institutions selected to serve as a microcosm of the university community.

Review of “Transfer Steps

The key steps to be considered by any educational institution in developing

@

'¥SeelAppendix B for biographical information
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gdequafe.means for_fechnology transfer afe: >

.cii'DeVelopmenf of an.instifutional patent . policy

+sss Formulation of procedu;él méchanlsms for carrying out this policy,
including the establishment of an institutional pgfeqf committee

‘.... Develophenf of means for identifying inventive concepts

:;.. Deve lopment of procedures for evaluating previously identified
inventive concepts, including both possible commercial—viabilify
and patentability ' '

.... Estabiishment of plans for utilization of the most promising in-

venfdonszgnd technology for the public benefit

.... Developing suitable arrangements. for carryihg out these plans

»

Taken in sum these steps constitute the process of innovation.

"

ceivable lengths and variations, but genérally cover'fhe matter of ownership
or equity based on f!ﬁancial or other confrfgufions of the parties involved
in-the discovery and testing of lnven%lve concepts. A number of the important
points to cover in drafting 'such policies was éovered in one of fhe sessions

yesterday.. For a typical -standard poiicy, reference should be made to a sample

published in the Handbook of College and University Administration VoluQ: 2,

Chapter 8 (McGraw-Hill, -1970).

Unless implemented, any published patent policy is meaningless. There-

Existing patent policies at educationai institutions come in all con-
|

| - )

1 fore, logical and workabie procedures are an essential adjunct to any patent

policy. Responsibility for carrying out the prdcedures must be assigned

»
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unequivocally to an individual or'an office in the adminisfraffVé branch of fhe
- ;“

institution., In addifion, a pafenf committee made up primarily of faculty re-

presentatives is also needed +o interpret the patent policy, Judge questions of

equity and to oversee the functioning office in carrying out the policy.

The identification of inventive concepts is essential in order to bring
to bear fhe.mechanisms set up to deal with these concepts. However, this is
perhaps the weakest tink in the innovation chain of events. The strengthening

of this step is the objec+ivg of the NSF-sponsored patent awareness program fc

bé discussed later in this-talk. At present, in;eﬂfiongnare left for identi-
fication by the faculty researcheé. While this person should be the first to
know whqn‘an invention has been made, frequently he is not oriented to or in-
terested in Iooking at his scientific output in this manner. For fhis reason,

other people and different techniques should be used to ensure that as many

inventive, conceépts as possible @re identified.
N ‘ 3

The evaluation of inventive concepts for possible patentability and com=
mercial promise should be left to knowledgeab le and experienced scientists,
engineers and business-oriented individuals. Since a wide spectrum-of such

people are not usually found on university campuses, the evaluation step is

. frequently done by outside organizations having available such expertise.

Once identified .and -evaluated as being worthwhile developing, however,
inventive conéepfs will never benefit the phblic unless strong, positive initia-
tive is mounted. Here again, in many instances, the educational institutions

*  have neither the knowledge nor financial or business—orienfed capability to’
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carry such initiatives through. Recourse to outside assistance is nécessary.

- Costs of the Ihnovafion'Process

o

»

The cost of caréy[ng on the innovation process at educational institutions
will vary'widely.' Since much of the work will involve reso]u%ion of policy and
equity questions, the actual cost of such resolutions may well be obscure. Fre-~
duenfly, the individual or office assigned major Eesponsibilify for handling
inveqfiqns also has other major responsibilities as well, and allocation of costs
is difficult at best. 'Eyaluafion of inventive concepts may well be done by peer
scientists for no additional compensation, but may fak; appreciable amount of
time which would ofhéfwise be devoted to teaching and-research.h While patent-
ing costs are usually well defined since they will be documented in p[lfings from
patent attorneys, the costs of negofia+ing contracts, graﬁfs and |icense agree-

ments will not be so well documented. These difficulties were discussed in the

morning session yesterday and it was quite evident that the real costs for carry-

ing out the innovation process are generally not well known even at those institu-

tions which have been involved for some time in this area of interest.

Some rules of thumb ideas, -however, may be worfhwhile using. VIn our -ex-~
‘perience at Research Corporation we have found that only about one lnvenfion in
ten passes the evaluation stage, and only one in ten of fhose accepted becomes

| icensed. ‘Of those |icensed, onlyfong in ten producés appreciable royalty, in-
éomé -- $50,000 or over per year. Put another way, fotr every Iarge royalfy in=-
come producing invention, licensing nego?lafions must be carried on for a+ least

ten Inventions, and evaluation must be done on perhaps, |,000 inventions.

*
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. oWhile it is not possible to say how much these steps WOu\d cogt for any
speci fic 1nven+{on until the particular case is actually processed, one mfghf
say that, on the average, each evaluation might cost in the range of $500 to
$5,000, each patent might cost In the range of $1,000 to $3,000, and finding

prospective licensees and negot.iating licenses might cost in the range of

$1,500 to $10,000., These costs va%y épprecigbly depending on the technology.

J A The cost of developing patent policies, settling matters of ownership and

equities, administering an innovation program, trying to obtain contracts and

grants based on recently discoverad inventive concepts, or in attracting en-
trepreneurial interests, just cannot be’ quantized, One way to control such
costs would be fb set up an office with a definite number of‘sfaf¥%mémbers and
predefermiéed budget. |f this office then works diligently and spends no .
more thp its budget, it will be able to handle only aICerfa}n number of cases;
_ideas beyond. the capabi.lities of the 6¥fi¢e s+aff or its financial resources

would remain fallow or be taken up by others, perhaps through pubiication, with-

"out benefit returning to the institution.

Again, based on Research Corporation experience, one should expect about
one invention to develop from the expendjfuﬁe at an institution of about
$1,000,000 of contract or grant money. If a firm effort were made to ferret

out inventions, one might expect this ratio to increase to about -one invention

per SSO0,000 invested,

Another rule of thumb to guide administrators in setting up an in-house

capability for handling the innovation process is that the institution should

: Q . .lffﬁ r
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&
have about $20,000,000 of contract or grant money in the scientific or engineer-

ing aéeas before such a capability should be considered. Up to this amount the
institution would be well advised to use outside expertise entirely. Even wifh'
an in-house capability, use of outside experflse is advisable in the more com-
plex and high'ly market-oriented cases.

4

| should like to turn now to describe brjef!y Research Corporation's
organization and cabaslllfies, and to comment on when, where anq how educa-
flonaldinsfifufions can best take advantage of these.

Research Corborafion is a nonprofit,'fax-exempf fouédafioﬁzwlfh two
main objectives. These are

cee. To supporf‘fundamenfal scientific research at educational Tnstitu-

tions fhrough'lfs.granfs‘programs, aqd
‘:...,fo furnish educational, scientific and other nonprofit institutions

an inventive administration service, including the evaluating,

patenting and licensing of {nvenfions.

The invention administration program is conducted by a technically trained,

markef-orienfe& staff. The staff's members include 8 chemists and chemical

engineers, who are experienced 'in the chemical, pharmaceutical, and foods indus-

-

o
tries; 2 mechanical engineers, and 3 electrical and electronic engineers and

~

physicists. One additional member is trained in aeronautical engineering. All

sfaff'members have had industrial experience before joining the foundation.

o

The staff is Yocated in New York and is divided administratively into two

’

160
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groups. One _group is responsible for initiating and developing suitable re-

1a}ionsﬁigs with the fnsfifufipns'served, as well as fof evaluating inven-
tions emanating from these institutions. Thé other group is involved in pro-
secuting patents csvering accepted inventions, ang in iﬁifiafing, developing
and concluding licensing arrangements with industry. The Ia}fér group is also
responsible for administering the |icenses guring fhé life of the pafen+s. |
Individuals in both groups élgo are available for and do fu;nish advice to
institutions when requested, concerning patent policies, and equify'and Iicens-x
ing problems. - ¢ . i

[

The foundation charges no fees for its services, relying on its share of

4 .

any royalty income resulting from its patenting and licensing activities on
behalf of the institutions. In case of.certain types of litigation, primarily
that involving infringement, the institution may be asked fovshare the cost.

Fortunately, such cases are rare, having occurred on only two or three occa-

sions in the past 25 years where institutions were involved.

All income obtaiged: from |icensing activities is divided between the
foundation and the institution in accordance with prearranged agreements. |f
fhe'insfifufion's patent policy allows,a portion of this income is also‘shared
;ifh the inventors. The institution's income is available for any pdrpose the
institution chéosés. The foundation's share, however, aftér expenses, is made

available ‘in its entirety for its grants pr&grams.

-

The foundation maintains favorsble working relationships with all the

.government granting agencies, particularly the National Science Foundation and

“ >

)
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the Départment of Health, Education and Welfare. Not only does it try to keep

up with the important changes in policies of fhesgzagéncles,;buf it also be-

S S . . >
comes involved in the progressive evolution of these policies wherever and when-

-

ever this is possible.

>
%
'

Thué, Research Corporation is available and can provide helpful assistance

~

to educ§+ional'ins+i+u+ipns in many areas, including the formulation of patent

policies, the development of mechanisms to implement these policies, the identi-

~

¥ica+lon 4nd evaluation of inventive concepfé,'and the patenting, licensing and

administration--of inventions accepted for development for the public benefit.

—

Patent Awareness Program

2

Earller'in this. talk | re¥er}ed to the identification of inventive con-
- < . \

cepts as a weak link in the innovation process. With both intellectual and

financial encouragement from the National Science Foundation, Research’ Corpora-

tion ‘has embarked on a program to increase the ability of faculty members and

. administrators alike to recognize inventions developed at educational institu-

tions. As the last topic of this talk, | would like to describe this program

briefly and to indicate the expected results. ‘Under the NSF grant these results .

will be made available broadly to interested parties when the entire program has

been éomplefed.

The program is envisioned as the tésting of a premise that development of an

enhanced patent awareness at educational institutions will lead to an earlier and

more widespread identification of'invenfive concepts resulting from supported re-

9

!
search. Such an identification, in turn, is expected to result in a more effective

commercial realization of inventions to the benefit of the public, and a better

understanding of fﬁ; technology transfer process as it relates to inventions from

-1 .

4 -

academia.
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The work is already underway and will continue over a three-year period.

As ‘mentioned previously eight institutions of higher Iea;ning in the United
i

¢

States have been selected for this program. Theseﬁrange fromlzgﬁy rérée,uvery
- diverse ;fafeésupporfed universities to relatively -small, basicdlly technologi-

‘cal institutions. &
’ :

. The program consists of four parts: ‘
.... a preliminary review of the ongoing reésearch at each institution

[

an educafiogal and indoctrination phase

- .... a period of continuing intensive support

analysis of results and preparation of a final report ‘and work ) ,’

N qupuf’suifable for publication.
. '-;}" ‘o‘ R . . ‘ . i . .

-~ ¢

ThefPreIimihary Research Review involves a study of al:l reports made

by. the insfifu%fon for the previous five-year period reléfihg.fo

sponsored’ research. . :

T et As part of the study, preliminary visits are to be made to the
parflcipafing nnsfifufion to obtain and discuss the content of these

~repor+s with the: adminisfrafive sfaff Some attention will be devoted .

to selecting those projects which appear to have some-promise of either
" ..leading to patentable inQenfions or to new and commerciallyfuseful tech=-

nology. This‘éfudy will .also enable the selécfion of the ‘most promis~

‘I'ng ‘areas for further indebfh study. The purpose of this review is to

- provide a base for later comparison of the results of +hg next two_ .

.

?
¢

phases. ' e
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An Educational and Indoctrination phase will consist of lecture-seminars

at a time - chemical, méchanicalior electrical, Additional meetings may be

.«

specifically directed to those fagulty reseérchers'working in the discip~

lines that are deemed most likely to pfovide inventions.

General ly these mee+ings will be orienféd towards oné broad discipline
necessary 1o cover adequately medical schools or health ‘science centers,
Each meeting will consist of a lecture of about one-half hour's length
fol lowed by a question and answer period. All lecture-seminars at each
institution will be completed within about a three-day period. Additional

ad hoc forum discussions will be schéduled as, requested by individual or

&
group researchers. Meetings will, in generai; be limited to up to 30
attendees. Any subsequent meetings will be limited o no ;ore fhzn‘lo
aftendeeé at each meeting so that individual participation and interac-
tion can fake’p]aqe more readily.

©

a

The third phase of the program will involve conferences between the in-

dividual researcher and Research Corporaticn éfaff members. These con-

ferences will be‘conducfed at each institution beginning during the three-

day‘lecﬁure-seminar period. A selection for such individual conferences

will be made based upon studies of grants and contracts proposals and inter-

v

_im or progress reports on ongoing research, and on an indication of personal

R -

interest by the resqarcﬁbr; This phase is felt to be the most important

and mosflprodugfive part of the experimenfa

These one-to-one meefings~a§e'designed to develop both a better

-
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knowledge of the nature and direction of the individual research prOJec+

:and also a better rapport wjth~+he resgarchqr'htmserf; Historically, we
have found that ths eSfabr?shmen{ of a personal sense of mutual trust and
respect between researcher and Research Cdkquation'S}a¥f-membar over-
cdeSfmUCh of the reluctance to disclose inventions .properly- and adequately.
During these individual meetings the general material covered‘af the Iecfurér
symposia can be refined and related to specific technical problems and- idlo«
syncraclies -of individual researchers. In addifion i+ will be possnble to

develop a time frame for future monitoring of the research process and esta-

blishing future meeting dates.

The, initial conferences will be followed by a period of continuing
support -over the fol lowing two years during which freduenf additional per-
sonal -conferences will be held, as necessary. ‘We are convinced +ha+ the .

developmenf of pafenf awareness must be a confnnulng affair. Attendanica af

=

 lectures-seminars and immediate fol low=up personal interviews appears to

be. effective inifially in developing or enhancing an awareness, but, un-

fortunately, in the Iong run the new. knowledge is quite transient, lasting
.only weeks in-some cases. To overcome this, a Research Corporafnon staff
:iember wili refurn fo the institution at least +wo days per month for thé

firs+ 12 monfhs after the completion of the iniflal personal in+erv59ws and

then | day per monfh for approximately 10 more monfhs.

~

The fourth part of the program would provide an..evaluation of ths

effectiveness of the program and. the production of a reproducible work

: 165 .| :
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output. The evaluation would .invoive both short-term statistical and

~

qualitative analyses and. similar long-term.analyses.

Ve

The total cost of this program is estimated to be about $200,000 and the

. total elapsed time is expected o be three years.

_ At a minimum fhe‘broposed program is expected to accomplish the following:
... Development of an awareness that inventions of value to the public

>
~3

may-be'inhérenf in academic résearch.projecfs. B
;... Definition, in general terms, of an ﬁpdersfanding of the factors
that make .an invention bofb patentable and licensable.

.... Development pf an understanding fhaf’publishing and patenting are

compatible and not irreconcitable opposites, as is frequently felt

i
o

to be the case by .academic researchers.

.:.. Presentation of the role of the pafeqf system in de;elépihg new pro-
ducfs.br_procesées for the public benefit,

;... Provision of descriptions of the various methods, other than through
patents, for fransferéing fecﬁnoldgy.

cees Encouragem9n+ of closer@@orki;g relationships wi%h government grant-
ing agencies and.indusfrial sponsors through development of a know-
1edge and undersfandihg of institutional patent po]icies, administra-

v tive proceddres and facdjfy and_admihisfnafor'responsibiIJTies at
individual institutions.

«+.. Development of a broad yndersfandiné of TeEhnology‘fransfer methods

fhrougﬁ preséntation of actual case histories, including some indica-

tion of economic and other benefits accruing to the general public,
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+he gdvernmenf, fherinQTifuflons, and the inventors.

© eeee Developmenf'of appropriate and mare effpcflve-meghanics for evalua-
ting .inventive concepts from educaflonai-inSfifufions.v

 eeee Developmenf of an awareness of means for carrylng forward woirthwhile

unvenflve concepfs To commercial use for public benefit.

Conclusion -

In the discussion this morning the innovation process»ln-educafional Institu-

P

tions has been described, and some practicai hints as *o.costs and recommended

practices werézpreseﬁfed.'

L]
- .
4

The oréanlzafionAand general capabilities of Research Corporaffon were des;-
.cribed and some idea was glven as to the ways in which the oundaf!on can asslsf
~ educational !nsf!fuf:ons in developlng inventive concepts through its invention
adminlsfraflon,progran. )
! o : .
One a}ea of 5951stance currently being provlded by the foundation wlfh»ffnan-
cl;| supporf by the Naflonal Science Foundation, was summarized in some detail,

along with the expected results. This program is designed to enhance the patent

awareness of both faculty members and administrators at educational institutions.

P




'R, F. Dickerson,*
Vice President and General Manager
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. AVAILABLE CORPORATE ASSISTANCE:

BATTELLE DEVELOPMENT ‘CORPORAT ION

BOC-What it is and How it Works

I+ is -a pleasure to be able to have a few minutes wifh'you this morning.

‘We are pleased w:fh the- apparent success of this meeflng and the interest fhaf

you all have shown in the various discussions up-to this ppinf. I snncerely

hope that it has been a valuabie equrieﬁce for each and every one of you. ~

o

As several of the speakers mentioned yesferQay, . think fhefe are +iﬁes
when a.university might require the assistance of an organization such as The
Research. Corporafion, Arfhur D. Little, lnc., or ourselves in the evaluation
and subsequent Ilcensing “of some of your ideas. | believe that there are many

universities who are iniflaflng an active patent program which can be helped
o

—by one of our organlzaflons‘Temporarily. We feel that we can provide a service

during the time that the university is developing its patent and licensing
business. We are well aware, of course, that if the .business reaches the pro-

per magnitude, the university should consider strongly eéfablishlng its own

-people to accpmp1i§h_+he patenting and marketing functions of Battelle Develop- -

ment Corporation (BDC). Nevertheless, we are ready, willing, and able fo assist

in the interim if the university really is interested in establishing a strong

patent and licensfng program.

©

’ ¢
A little about BDC may be in order. BDC is a wholly-owned subsidiary of

. Battelle Memorial Institute (BMI). We are chartered as a not-for-profit organi-

zation, and we are assigned the responsibility of searching for inventions,

/

*See Appendix B for biographical informafion
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evaluafing fhese Invenf!ﬂns, developing those which pass evaluafion, and, sub=
sequenfly, affempflng to Iicense these inventions to Indusfry.) We are proba-
be one of the few organizations of our type with money to invest th the

development of worthy inventions. -

The word,\gggigx,'is an Inferpsflng,word. As you can imagine, we have,
over ihq years, developed a rather strict method of evaluating ideas to deter-
mine whether Sr not they are worthy. Our first step is 2 screening process in
which we -subject the ideas to a set series of screening criteria. The fdea does
no+ necassarlly have to pass all the screenlng criteria to pass fge screening
sfself However, should it not comply with cerfaln of the crlferla, it is most
assuredly not going to pass the screening operation. The criteria briefly
stated are as fol lows:.

I. The idea must offer some benefit to mankind. [h other words,

we do not look at gadgetry, cosmetics, weaponry, etc.

2, The -idea must be a major i@brovemenf in a technology, device,
or process. We feel that a minor improvement is hardly worth
the effort of development since'its |ifetime may be relatively

v

short.
¢ I
3.' The idea must have>Qo+entialyfoﬁ'pafenfpbllify. You must }e-
_ member that our source of Iﬁggme, waﬁhh, incidental ly, would be
also your source of income,lls royalties from licensing. In

order to obtain these royalties, we must have a reasonable patent

position to offer the licensee. BDC or any other organization

163
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|ike us does .not” develop what is commonly known as industrial
know-how. Therefore, the quensee must accept, with the license,
the responsibility of the final product development ‘and the

final product marke}ing in order to make. the inven+ion.a success.

The idea or invgnfion should not result in a product that could
be considered- controversial as far as BMI is concerned. An ex-
ample of this might be a new blrfﬁ;cdnfrol device. It is com-
pletely accepfablq for Eaffel1e +o do confraé+~igsearch,ln th ‘
area of birth control. However, for Battelle to market the I§-
cense on a birth-control device aﬁa, consequent’ly, obtain income
from this deviéé might result in controversial discussions and
comments with which Battelle would just as soon not become in-

volved.

o

I the development of the invention Tg +he point of licensing
will faﬁg moré than 18 months, BDC déesAnof tend to have a
great deal of interest. Welhave defbrminéd that successful
licensing is best performed if the invention can be |icensed
to indusf}y at the earliest possibie time. We have also found
that a period of |8 moﬁfhs is a rather long period for this

initial deveiopment.

We wil! not take on ideas and inventions which require a pilot-

T ;

plant facility if‘order to interest the potential |icensées.

This is just a bit too much for us to accomplish,
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7. We are cautious when government monéy has been iinvested in fhé
- development -of an idea, | must say that this is qpf.reason enough :
to drop the idea from further consideration. Howéver, it is, rea-
son enough to raise a caution flag and cauge us to study the poten-

+1al market for this préduct with a great deal of care.

If an idea has passed the quick screening test, we then go into its various
facets in more detail. We examine the patent |iterature by performing.r%jher
- detailed patent |iferature searches both in.the United States and in Europe.

We submit the-idea to technical evaluators skilled in the particular techno-

logy in order for them to tell us what their opinions of the technical feasi- -
{
bility are. Finally, we submit the invention to our marketing people so that
. they can get some quick idea about the market pdfenfiai of the subsequent pro-

duct.

If the idea still looks good to us, we then go into the various facets

*

in still more detail. Our markéfing aébﬁge, for example, Pegin to do a rea-
sonably detailed analysis of the type of market that wi1|‘;§{;T én&'esfimafe
fﬁe income fhrodgh rpyalf?es and fees. The patent people bpgin Yo think in
_terms of the preparation of a patent +o cover the invention or ideas, and the
.Technlcal people begin to think ébouj the type of'developmenf program fhgf

might be needed to get the idea into a licensable sfagé.’ Naturally, we not

only encourage, but we demand, feedback from all three of these sectors.

*

We believe that the patent people should have some say in the-type of ~

research that is done in order that the strongest possible patent position

o
o

e
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can be obtained. Also, we feel that the marketing people must tell the
technical people the point at which development could stop and- the item

could be licensed.

The +echnical people, marke;ing people, and patent peopla must then
come up with an estimate of what the development will cost from initiation
to |icense and how much ¥Imé would be involved. |f the cost is such +h$+
we feel a ten-to-one return on the investment can be recovered over the life
Aoftfhe pafenf! we are in a position to accept +the invention and proceed with

its devel%pmen+.° -
. -

Oﬁr problem is one .of shortage. Over the past 2 years in which | have .
Thad"?hélfeéponéibi!ify for BDC, we have been able to license évery,jdea wﬁich‘
has’cleéred our screening and our evaluation. There is a shortage of gooq 4
ideas, and we ¥eel t+hat we are. not having an opportunity to look at all the
good ideas that might bg‘available.

¢
I+ is my personal feeling that the. universities offer an almost un-

tapped source. It is also my feeling:+h§+ there must be a mechanism by
NE4 .
o

which organizations such as BOC can giscugs with the inventors on the staff

oy
5

de oy e S
and fagulty of the universities what really constitutes a good marketable
idea. | believe that, if The potential inventor had an idea of what consti-

. tutes a marketable invention, we might see a great deal more of_them.

| am also éf the opinion that universities are ignoring a good source of

income when they do not attempt to set up an active patent and licensing pro-

gram within the university. In-order to do this, the faculty of most é -

¥
o E
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universities must be motivated more than they may be at this time. | think

-

this motivation could be éccomplished if the administration would indicate
an interest in patentable ideas by some mechanism and make certain that the

inventor is aware that the administration is willing to give credits for pa-

tents and patentable ideas.

w9

BDC is avallable to assist the universities in any way that is reason-
able. 1f you would like us to discuss universlff?pafenf policies with you,
we would\%e pleased to present the ideas we have. |f you would like to ex~
plore ways in which BDC could work more clqse}y with your faculty and staff,

please do not hesitate to ask us since this really is our Job.
*

Again, | appreciate having had fhe‘oppor+unlfy to participate in this

meeting. | hope that you all received some value from the session, and |

" wish to personally'?hank Dr. Allen Moore, his associates, and the entire
admfnistraflon of Case Wesfgrn Reserve University for organizing this

conference. . .

L3
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AVA|LABLE CORPORATE ASS|STANCE:
ARTHUR D, "LITTLE, INC.

Al fred R. Johnson,*
Director, Invention Management

N The inyenfidn Management Activities .of ADL.

2

It is my pleasure this morning to acquaint you with Arthur D, Little,

-

Inc., also known as ADL, and our Invention Management activities.

4

Universities may benefit from such activities, in some cases, from the
experience we have developed in commercializing inventions. While a univer-

>

. l Coe
sityimay have facuities with creative people who conceive valuable Inventions,

Pl

thars T‘; ve no full time administration at the univeréity to .manage suéh de-
velopments properly. There is, however, an oéljgaflon to have the new techno-
logy benefit the public and also to provide aédi;ional funds for the university
and fhe inventor. Skilled assistance is therefore necesséry.if maximum use is
to be made of this creativity. This is a very difficult business, as anyone
who has Been involved must ﬁqalize, and there are no pat answers or solutions.

We do believe that we are in position to be of help and so | will give you a

¢
brief descripfi?n, first, of ADL and then of our Invention Management work. _

ADL was founded in 1886 as ;‘firm of chemical engineering conéulfanfs to
the paber industry, and was incorporafea shérfly thereafter. ’From the time
of Dr, Lifflq’s death in 1935 until 195 control of the corporafionlﬁas In
M.1.T.; it is- now conffolléd by a fﬁqsfﬂfor fﬁe benefit of the employees,

although a small amount of stock is publically traded. e

-

The company censists of approximately 1600 people about half of whom work

¥See Appendix B for biographical information.
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.

directly. for clients. Some 25 percent of our business is with the government
and 75 percent is Qlfh commercial clients. Roughly one-fhifd of our work is
technical and involves laboratory investigations, one fhiéd is nonfééhnical
an& relates to such matters as economic plannipg;‘markefing, and management

consulting; and .about one-third consists of a combination of the first two.

Because of the type of business, we have contacts with people at the .
management level throughout the Unites States, and in fact, in many places
throughout the world. This can,of course, be of considerable help in our

attempt to launch a new product or new process.

v

| 4

The need for InQenfion Managsmént arose within ADL as a means of expioif—
ing inventions made by the staff, but not owned by clients. Normally any in-
ventions made while working for a client belong to that client, but we have
found that, pFoperIy handled, we can often get support from a manufacturer
for further work on an invention made by a staff member and owned by ADL in
return for an option to a license. This means we can also pérficipafe'in
any commeréial success of the invention through a royalty arrangement as wefl.
Such laboratory support is very welcome by the invenfor,'and.ofhers involveal
in the project, as they normal ly want to be associated with the invention as
it is‘devetoped. Invention Management at ADL is now about sixteen years old
as a full time .activity and extends to the development and commercialization

of inventions made outside ADL.

As stated above, getting new technology into the stream of commerce is

. a very difficult and high risk business. Consequently, we have set up criteria,
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2

©

based on our own experience, that must be met in order that we undertake a

project to develop an invention«

x#hesg criteria are as fol lows:
. ‘The }nvéhfor must be very enthusiastic concerning the commer-
cial potential of his discovery. o
If the Technicél.persoﬁ is not enthusiastic, the invention isd

almost impossible to market.

.
-

é, The estimated market potential musflbe in excess of $2,000,000
a year sales in the United States.

It ‘is hard enough gndhfakes long enough to make an invgnfion
_pay off,'so it might astwell,be an invention that is reasonably

~

worth while in the event it becomes successful.

3. There should be a good proprietary position -- that is, the

invention should be patentable or involve a large body of know~how

or both. |
It is necessargifo give any licensee a commercial advanfage‘lf

4

royalties are desired, and this is a legal way to do this. .

4, fhe invention must fulfill an identifiable market need.
Too often we have seen clever and innovative inventions that
lead *to generalities. Developing a |icensable situation from such

inventions is usually too difficult, and unprofitable. “ '

| .
k ' 5. The invention-should not only involve sound technology- but

Q@
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>

should be an im%?rfanT technical -advance.
We have found that:minor improvements in processes and pro-
ducts are of iittle interest to prospective Iféensees.

-

6. There should, as an extension of fheilasf point, also be a
. » &

clear coﬁpefifivé cost advantage or a new product distinctly better
than its competition. ‘ ,

: !
7. Finally, the technology must be carried-at least to the

Qemonsfrafion'sfage.
Too many dinventions are pure speculation, and to investigate
seriously such inventions, where the inventor himself has not de-

monstrated the principal, involves excessive risk.

.

it might be o@ interest to discuss briefly the procedure we follow with
resbécf toc inventions submitted fo‘ps from universities. A description of an
. . . Y :
invention is sent to us, and when sufficient information is available, and it

appears that it mlghf meet the criferiawjusf diséussgd, the invention is sub-

mitted to the proper staff.msuvers at ADL for review. Their time is paid for
by the Inventicn Managenent section as though we were a client. We try to

comp lete our evaluation within three or four weeks even though a dreleingry

g

patent search is often required. ’ "

A 4

Since our income depends on successfully handling new inventions, the
N.1.H. (not invented here) $actor Is not present, But even so, not more than
one twentieth of considered inventions received any further encouragement by

us. Aifhough we prefer areas in which we have a good technical background,,

4

. < *
! B

[

-
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‘there reaIIy is no limit to the type of +echno|og§ which we will consider.
Hopefully a femporary, exception to fhis is a limifafion pu? upon us by +he
HEW. |f HEW funds any part of a research prOJecf, it a++emp+s to retain
‘righfs to any invention made on that project. A pollcy of HEW is that oply
non-profit patent licensing organizations can hepdle such invenfionel ADL
nafura[ly feels that merely beeause i+ pays taxes, that such discrimination
is unwarranted and not .in the public inferest. We have, %ecaﬁse of this
policy, had to refuse fo‘handle several interesting inventions resulting from

HEW sponsorship, submitted to us by universities.
o .

Assuming now that we_have made a preliminary evaluation and are favor-

ably impressed with +he possubi!ufles of successful commercnallzafion, we
then suggesf an Agreemenf with the universufy submmffing the |nven+|on in the f‘\

event we do not have a general Agreement. The nature of the Agreemen+ may ,

of course, vary with circumstances, but .normally it provides for exclusive

*

control by ADL for a period of time usually twelve to eighteen months. | £

. ’

we do no+ succeed ddring this period in obtaining'an active commercial part-

‘ner, we may be required by the university to terminate the Agreemen+ and give

> - -

to +he university all Informafion, data, models, pafenf r|gh+s efc. "developed

k]

during the course of the project. *

o

’

We do assume all the expenses er cause a licensee to assume such expense
indident to the project from the time we begin our eyaluafion. Such expenses
may involve further patent activity, further laboratory work, market:and eco-

. . . .
- _nomic appraisals as well as costs associaied with presentations and negotia-

tions of licenses. We also may be involved in the subsequent policing of the
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_and perhaps revisions of the Agfeemepf._

s

_ADL is paid, if at all, through the division of i ncome from options and

I'fcenses granted. A +yp%cal arrangemen+ ca&ls for an equal division of income

L ] P
: »
3

aithough-+this may be modified as necessary.

> . - -

o,
s - °

. e
We have not, so far, attempted in many -cases Tg/acf—fer universities in

the explolfaflon of Inventions arising from thelir faculty, but where we have,

we - have been reasonably successful. Through an Agreemehf'wifh M.l.T., for in-

sfance, with respect to one invenflon, we have made and are currenfly making,

a major contribution to their poyalty income accotnt.’ ' X

R -

Oece an Agreemen+ with the university has been consurated for a particu-
lar invention, ‘we Iook upon the university as a clienf but our day—fo-day re-

Iafuonshlp Is prlmarlly with the inventor. . We do believe that the Invenfor

should be personally invelved -- not only in the presenfatlon§3f the lnvenfuon
to an }ndusfrlal.parfner, but alse, perhaps, in carrying oufsfurfher work

spgnsored by the Industrial optionee or licensee. This sponsoréhip could be

- an appreciable contribution to the work. of any[depar}meﬁf.

Since the program we have carried out at ADL with ADL developmenfs has been
successful in generaflng q/s!gnlflcanf amount of sponsored work and royalfles,

we belleve +he same approach can be successfully extended to invenfions arising

A - - =

- R

out of unlyerslfy research.. . p
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© AVATLABLE CORPORATE ASSISTANCE:
‘DR, DVORKOVITZ AND ASSOCIATES

.iloyd Patterson,* °
Vice President

A Brokerage Service for University Téchnology Transfer

z ¢ ° -

I+'s always a good feeling to be able to give a presentation and then
escape and havenfhé,quesfions fhéf may resulf answered by a colleagpe. But SV
Bruce Dahibo and- | work so ciosely together that | don't think there will be
a pfob}em. Last night | went over the listing of the ins#lfuflons affending'
this pa}ficu!ar seminar and it was p]eas?ng to note that ovér 50% of +hos§

~presen1' have some sort of an arrangemgnf‘wifh Dr. Dvorkovitz and Associates.

-

Also, there are several in the audience- that know of the firm's name, however,

-

&

don't qulfelundérsfand how we function and the. services offered.

r

| would like to point out that we hope to and‘%re striving to be a

. profitable organization. ‘We are international and the slmpfésf definition

of Dr. Dvorkovitz and Associates is that we are product .scouts and new

}echnology brokers.

s

. 5 -
We have offices throughout the world. These offices are small - one or

two men per majér country. "The offices are headed by nationals who are full_
- time salaried employees. Their basic role in life is to find new products

and new processes and obtain authorization to expose them for possible busi- )

ness or joint venture arrangements. We program these opportunities and,g{ssem-
" inate the information into the most Iikeﬁy potential licensees' hands. Over
the past fourteen years we have tried to develop a program and a, system to

>

approach the most |ikely candidates. \

¥See Appendix B Zbc_piﬁa:;phiéal ln*ofﬁ;;?én '
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You've probably noticed out in the other room we have E%é a computer
/(

ferminal on display. éoﬁpufer terminals per se'are not unique. We have data '
" base banks in the U. S., lsrael and Japan and these- bank5ocon+ain over 7,000
new developments which we have been able fe find. by conféqflng over I4,000 diff-
erent sources dufihg the pas+ 14 years. We place the program of each one of
the parficular developmenfs we have reviewed into the computer. We'do the

same with major corporafions which have listed their. inferesfs and’ needs with

us. We then use the computer essenfiaily as a marriage bureau system. *

]

The fechniquefas employed roughly three years ago by Dr. Dvorkovitz and
Associates and it is prd@ing to be exfﬁemeiy succeseful. Currently we heve
lover 500-arrangemeh+s for which we are responsible. Many of these have.come
from Unlve snfles and are being capitalized upon by corporaflon; fhroughouf

| the world.

©

<

We have an established group of more than 300 clients, Examples aré
Standard 0il of Indiana, Sherwin WIIIiams, Pl1isbury, Quaker Oafs, Kimberly
Ciark, etc. We have as many clients overseas as we have in the U.S. Our
obrigefions are first to these corporations. They pay us an annual‘refainer' .
'fo find new products and processes and to assist them in accelerating their

technical research and marketing programs. ' : )

N

None of our souyrces have any monetary obligations to us at ail. We

basically work with four types: - ‘ .

I. The Universities. We have been approaching the Universities and

«

trying to assist them in Iicensing every way pessible. Each one
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of buF people, whether in England, France, or here in the-U.S,,

" approach every major technically oriented university. Univer-

sity sources -are not always fhe Iarge well known gchgq!‘ Some

of the smaller institutions have been extremely productive and

'very successful. The universities, presently, constitute approxi-

b

' mately '10% of the total base -bank we offer to our 300 clients.

If our clients reJecf the Technology we have offered to them based

IS
14

on interest and needs, then we have addiflonal thousands of direcf >

confaCTs throughout The worid that we can go to a1d offer fhe fech- =

-

nology accordingly: These.injeresfs and needs we recelve come-

from the direct confacffof visifi;g with research diffectars, v{ce
presidents in charge of corporate development, 5nd presidents of ‘
smal ler companies. They give us this information prlmarlly(be—
cause they are inféresféd in accelerating Tﬁélr programs. They
truly aFe interested in new products and oppérfqnifies. The
other three types of sources that we do deal with constitute a

<

larger percentage of the data bank. e

- -

The Independent Laboratory. Here there are typically five, ten,
or fifteen men concentrating in one givén area, -having expertise,
in that area and, of_course, dqin§ research for profit., We have

been very éuccess#u!'wifh,fhese groups. .Théy pﬁeparé an excel lent

package to preéenf. Everything is tangible, ‘ .
" The Major Corf yrations. This could be spin off technology. |
N ‘i R
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don't like to use the term becaugg i+ always gives one the

feeling/fhaf pernaps its "old hat and dusty" and has been on i
the shelf for a long time. That lsn;f necessarily true and

. we're finding that much of the fechnoJogy offered By #he’ma-
jor corporations is of a kind fhaf has experienced success.
We have been successful in Iicensing corporation fechnology

o

and it's becoming more avallabie.

°

4, The Governmental Institutions. This includes the DHEW, the USDA,

14
o

the Bureau of Mines, stc.

These are gronps that arégproviding us with technology to expose for

$ o, ~ - i =
Iicenses both on ah exclusive and non-exclusive basis. So our total base

bank‘of over 73000, | have previously mentioned, is made up of technology 2

. . . o . 3
toming from these four basic sources.

3 e -

>

| do wish to emphasize that the universities are begign]ng to place. more
Technology“info our system and therefore this percentage of the total data

bank is increasing considerably. The quality is also increasing and this is

?

one thing +ha+ p}eases us. More options and licenses involving, university .

) fpchnology have been experienced by our firm in the last three years than ever

2

, befon\ We have had a recent license which involves a six figure monetary

number - a universlfy developmen+ going into a major corporation }n the U.S.

a ‘e
. /4"‘ h‘ %7

- So we're delighted wlfh wha+ we are experiencing. 7 q» ) Nﬂ-/

The biggest problem we are encountering with the unlverslfies is that the
preparation of the |icensing package has not been sufficienf. Normal ly, things

* 2
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'paé%age. We |ike to have U!S. patent applicafions filed, but we will also

" That is why we were continuing to be retained and have a continuing increase

.}n our data bank size.

. that the people who have invested money in a.development and have done an

178

aren't very tangible. A corporation will not pay far'a péper patent. They
find that they need something that they can put their "+ee+h into." They
want to have a mode! that fhéy can pull apart and test and détermine whether

or not that particular development is an imﬁrbvemenf over the prior art.

°©

Also, sufficient +ime for patent filing overseas assists in making an ideal
consider offering only know-how if filing has not been done. Qur clients are
Wnieresfed‘Jn lead time. Corporations are usually. looking for the opportunity
of getting a proddcf into the marketplace before their competition does.
“We believe the system and the technique that we do offer can be, and’
* @ 0
is proving to be, very beneficial to the universities as well as other

sources, and of course equally beneficial to our clients, the licensees.

o
> 23
E:

The company is reiatively small. Our total staff is in the magnitude

of 30 peoplg, but we are doing only one thing: international licensing.

N +

We don't do anv laboratory evaluation, market research, or acquisiflon.work.

At the beginning | mentioned that we don't charge our sources and this

Pl

is a yefy important thing as far as our service is concerned. We believeo

adequate job of preparing the package for license have done a sufficient
amount, and now they should receive a return.

>




a4

g Y

179

When | mentioned the company being responsible for 500 success stories
many of these, of course, are options which may never develop lnfo a license.
Some of them also involve Join+ ventures. A porflon of These, however, do in-
clude arrangements with universities. One of the fascinating things about
_ this is that many of these corporations that have taken Iicenses aﬁﬁ‘opflons
from the unuversufles, are also the corporaflons that have been funding and
pladlng money into the hands of the same universlties. Therefore, knowing
fhe'rléhf people to meet, knoQing what is ayailable besides just giving the
money to a university In a general(yay, has been extremely profitable {n pros -
mSTIng‘IIcensan and fechnology transfer between universities and corporations. °

@

&

Our organizafion in the last three years has been placing a considerable
amount of etforf in trying to work with, the unlvers}fles. Ir. addition to our
aﬁnual industry/university forums, which began in 1973, we have se+;up sevé}él
lndlv1dua| seminars, with the University of Miami, and Norfhwesfern, for ex-
amples, trying to introduce industry, and get ths indusfry feedback into the

university. This seems to help. You can do this on your own, of course, but

fﬁe critical point is that you must prepare properly, to offe; properly.

During the last few days | have listened to a lot of prdblems being discussed

and there are many }nvolved buf one of fhe solutions is to prepare your pack-
age so you “can a+ Ieasf encourage the lndusfry to become Interested. As |
EL
hqxa:g?nfioned fhey are not interested in just an issued patent. You need

\.’Z,‘ u—

fhing fanguble. You should have a sample, a working model, make available

the, faculty member Involved, have the patent people involved, have some sort of an

idéa |ike controlling or monitoring air pollution or something of this nature.

-
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) “end up being very successful in your licensing acfivifiés.

180 ’
Corporations arg not difficult to work with. They are willing to give you
the feedback of what they are interested in finding and what they need. We
have programﬁed much Qf'fhaf ihformation in our computer dafa'bank. Industry

is.in search - they need products, processes, technology, etc. 0"

So, what's so unique about our compuferfferminal? What's so unique

about computerization? |It's the way we are using it to locate and establish
the technological fit. Competition? In a recent survey there were 50-55
corporations, firms or groups claiming to be involved,in international licen-

0

sing, or licensing in general. We believe Dr. Dvorkovitz & Associates are
d}fferenf and unique. We believe we are complementary to some, such as Research
Corporation, Battel le Development Corporation, and Arthur D. Little, Inc.
Theylfuncfion differently, have a different purpose in life. Our basic role

is to serve as an intermediary, offering opportunities based on profile in-
formation. The story is Qér; simple. |Industry is anxious to meet you. In-

dustry is willing to pay. |f you can expose your technology properly, you{II

RJ




fon g

.,,A,::{ i | 8 | ° °

AVA!LABLE CORPORATE ASSISTANCE
DISCUSSION

Questioner: As a general question to.the panel, | vonder if there is any-
thing iﬁconsisfehf with being a nof-for-pcofi; organization and the fact that

Q

1nnova+30n largely deals with an entrepreneurial spirif.

Mr. Dickerson: | think ij real ly depends on what your purposes are. |If
your purpoge is |ike.Battel le's to introduce technology to indusf;y "not-for-
profit" doesn}f necessarily mean’you don't make a profit. Beingpnon-profif
‘ means just that. The two words are kind S% different. The only fhing about
a nof-f:r-profif is that you have to turn your income into the purposes of
the not-for-profit orgaqizgfion. So in our case we have to be enfrepreneurial -

in the business we're in to make the money hopeful |y that goes back into the

corporation to be used for its other ¢naritable functions.

Dr,-Marcy: | think that the terms not-for-profit and nbn?prgfif are
real ly definitions in the rnfernal Revenue Act. The way that you go about
your operation really has no rel;fionshig to that except that you hav?.fo °
‘be ;areful +hat you don't do certain things that throw you over into the pro-
fit category and get 90u in the situation wheqé you have to pay taxes. The
advantage to being a non-profit or a nof-fér-profif organization, as we look
at it at least, is that 56%00f our income would go into the federal goverii-
ment coffers if we'héd°+o be taxed. We think that 50% is better spent by

suppiying grant money for basic research at universities and we think we

know how to do that quite well. | didn't stress this when’ we were talking

]
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before, but our grants are given for fundamental research in the sciences and

-

we are just about at the moment, +he only organization in the whole country
that is doing this to any extent. We frequently find that we're giving grant
. money to individuals who have first approached HEW or NSF and have been turned

down on the basis that the proposal is too far out. Why don't you go to Re-

-

search Corp., if they will support you for a year or two and if you are success-

ful, come back and then we'll give you a grant, from NSF and HEW. So we

2

b
think that our little bit of pittance in this area is seed money and we'd much
B rather give it back to the university for this klndﬁzf research than to give

it to the federal government .general treasury where it's going to get lost some-

where and never come back. So in our case, the nof—fot-ﬁfofif and non-profit cate-

gory is something we are jealous about énd we want to keep. It doesn't have

any reference really to the entrepreneurial spi;if or the way we go about "doing

o L

" our activities.

May | say one.more thing. You can be a not-for-profit and still pay a
federal tax. | f you are chartered as a not-for-profit in. the sfafé, you may

or may not pay federal taxes depending upon what IRS decides in the next six

or eight months. ° ' .

. »
4 .

Mr. Dickerson: This Is a more critical problem with Battelle than it is

S
SR

with Research Corp., believe me. .

© <

Or. Johnson: Well, | am about the only guy around here who is in busi-
ness to make a buck and pay taxes, aside from Bruce Dahlbo (of Dr. Dvorkovitz

and Associates). Bu} our business is based on doing work sufficiently well,

> o

e
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even'fhopgh fhe,brice may be high, that somebody will pay for and pay us
enough money so.that. we can pay taxes. ‘And we do. And our handling of in-
ventions and dealing with people have to be on that basis and the object Is,
of'cbgrse, to make money for whoever we Qork for. |f it's the universities,
we intend to make money for them and | don't knoQ that it's such a great

difference between a not-for-profit and non-profit, but at least | know that

- in our case we are successful in making a profit.

Mr. Rosenberg: { know that maﬁy of the questions here will be roncerned
with how universities and col leges Interface with the technolegy and the patent
deve lopment corporations. 1 am also concerned with NOW HEW; for example, inter-
faces with these groups and | would like, If | cas, to take a few Qinufes anq

ask Norm Latker if he could comment on that. That is, specifically, tiow does

.

his agency interact with.corporations such as represented here? )

Mr. Latker: | wanted to volunteer that Is%ormafion. First, I'd like
to say +ha+ the HEW patent policy just didn't grow ouf of a vacuum. | +hink<§
Will Marcy.is prefecfly correct in indicaflng Thaf his organizafion had a
grea+ deal +o do wifh how it developed. The u]fimafe idea was to write an
agreement that would create the kind of inferfaces that we needed with patent
management organizations, already in exisfenca. Basically fhere are two
clauses in our institutional patent agreemen+ fhaf direcfly relate to Research
Corp. One of the clauses provides +ha+ any pafenf managemen+ organization
that an institution uses must be for a non-profif pafenf management organiza-

~tion, so.Dr. Johnson's crificnsm is perfectly: correc+ The second clause has
. oL X

to do with royalties. Now, thesé zre two negative kind of aspects that are
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in the agreement, and nearly the only two negative aspects that you find.
The first one to my mind makes some- sense because the Deparfﬁeﬁf had some

fear that in providing fnrsf options to the insflfufions that we would creafe

~a patent porffoluo in +he haﬁas of the universities that might attract the kind

of patent managemenf organizations that Tom Martin spoke about yesterday. Bas:~
caIIy the Iimlfaflon ln the agreement was put in fhere with that in mind, but
not aimed at anybody !ike Arthur D. Little, Inc. Secondly, we recognize that
when the clause was incfuded, you don't have a problem with the non-profit
patent man?gem?nf organization because we know fhaf‘fhe funds céming from the
university sector are plou?hed back into the research area. Wifg the profit
méking‘organlzaflon, we don't know where the other half 9f the fund; go. Our

reasoning was that as long as there are non-profit people in the areé, let's

go with them Lecause we are getting more funds back into the research area.
%

The royé]fy restriction to-my mind make§ less sense, Some major univer-
sities have been unable to acquiesce to fheoklnd of ceillng. that we have
established. You know, a better policy on a Iong:range ba;is would probably
be to examine at the time we make +he ins+i+u+ionai agreemenf wha+ The univer-
snfy policy is. If it appears 1o be reasonable on ifs face, fhan‘you could
Jjust go with if. But unfortunately at this Tsme we do not have a sliding scale
situation and the prospects of changing it is somewhat dependent upon the
squeaky vheel, 'Thfs is all [eading up and getting back to Arthur D. Little, Inc.
because to my mind Arthur D. Littie is po% really a pafenftmanqgemanf organi;a-

tion. It is sor?wof a hybrid orgenization in that it functions |ike Battelle

and contributes risk funds up front. This is quite different from the kind of,

v
v
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pafenf management orgéniza+1on we were fhinklng about when we wrote the clause.

My answer to Arthur D. Liffle is aldng this !ine that the invention rights In .
our deferred policy or. insfifufional -patent agreemenT policy are ;eff o the '
institution. .Now +he institution can pick out its licensees at Ifs own dis-
cretion. |f | was an institution, | would view Arfhur.D. Little as a prospec~

tive licensee as opposed to a»pafenf'management Qpéqnizafjon.‘ tf they are

going to make a. contribution of risk capital to the b?inging’of the invénfioﬁ

+o +he market place, then the institution is In a pogifion.fo | icense: them. o
The mere fac? that Arthur D. Little is not going to be the last Ilcensee is

no+ maferial from HEW's poinf of view. What we want to see is. +he invention

get to the market place. So to a certain extent I''m Jus+ putting the ball

back into Arthur D. Little's court here in that | think it!'s up to them to

decide whefher they can live with the conditions of our Feferred determina- /
~tions clause in the Insflfuflonal agteqmenfs and become ;‘Licensee in a situa-

tion where they are going to risk capTiaI Affer thelr participation has

énded they would need to seek ou+ the ultimate deliverer +o +he pubtic then

write their own contract -in concerf with.the universify s interests.

Questioner: | would |ike to know more about Dr. Dvorkovi?z and Associ—'

ates. Since fhey indicate there Is no cost "to the universify, 1 think fhey

need to tell us JUST exacfly where the money comes from, when the university

*

Isibound and when the potential Iicensee i{s bound to Dr. Dvorkovitz. How | ’ .

are they limiting the marketing capabillfy of the universify when fhis in-

formafion gefs info their system? In other WOrds, we need to know just what
8

kind of a brokerage agreement fhis Is. What are your (elafionships with the

, &

-industry people who> look at ydur data bgnk?

~ ’ -
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Mr. Dahlbo: Well, actually there were several questions asked. First

-

-of all the universlty is not committed to us on any kind of an exclusive basis
such that they lose any of their options. Throughout the world in our rela-

tionships with various sources of technology we do have different kinds of re- ,

L Y

a

-~ St .

¢ ¥ R - L3 N .. -
lationships. In some cases we have exclusive agreements whgggEZ the licensor

-

agrees that we wi'll be the exclusive agent acting on his behalf. This is still

.

‘not an agency agresment In the. legal sense of an agent whereby we can bind any-

one. However, with the uhivefsifies we have taken the approach that we do not

»

‘expect to |imit them. We view it rather in. a practical way. |f we do a success-
ful job f;r any source we think they will be ;illing and eager fo work with Us
in the future. So it's put on a basis that if wa perform for them they yilf .
probably want to give us new things in‘}he future. |If we.get them at an early
end@gh stage, we'll do a good job for our clients in bringing iT to their

' affénfion; giving them the lead vime fgéy want, ‘So'as far as the commitment én

L d

the part ofﬁfhé university is concerned, none of your options are given up. You

are free to_make direct confacfé if you want to. Now, on the industrial Eide,

again we have different types of agreements with different indgsfries.'QWe have

Y

diffé}ent types of services with fhegé beople depending upon how fhei contract

with us., So in some casesj%qme of the companies want to receive things firkt

« ¥

p ; o before its given to others and we explain this +o our sources. In other cases,
peop le- contract for service in which they méy receiveifhe information at the
saée t+ime that other people de throughout the ‘world. In other words, it's a
general information service in fbafjcase. So the commitments. on the side ots ”i,
ingustry vary cénsldérably according to the kind of sarvice they want from ugl;iv,x
N but the csmmifmenfs on the side of the Ilicensor, inlfhe casé of th’unlve;;ﬁfy,

v,
°
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are ciean cut. Nobody is committed to .let only us work on. their behalf. You
do not- give up your rights to make direct contacts if you want to; Negotia-
tions are normaliy conducted directly between you and the iicensee although we

are willing to help -if we are requested.

Dr. Tyler: Bruce had told me several years ago that they have an office
‘in Vienna and an: expert who travels behind the lron Curtain and: represents
them, and one of their objectives is to exchange technology with companies and

perhaps universities behind the Iron Curtain with the Western World. So there

. are two questions: (I) Are these countries generally honoring the Interna-

v

tional Pa+en+ and License Aé}eemenfs that prevail in the rest of the world?

and (2) Has this been effective in the sense that any appreciable amount of

feéhnology'has been transferred in either direction? : .

Mr. Dahlbo: | would answer the first part of the question by saying
first of all that we're not, | am cerfainly not é lawyer or a patent affornéy
and  our company is not in that field so i couldn't comment on some of fhe)fine_
points about to what extent they honor the Péfenf,Agreemenfs and~Pa+9n+ Laws of
the conventions. As far as | know, in general, they do. The extent to which

t e

.technology transfer actually takes place, in cne direction or another, though,

@ .

is governed by other things, economic conditions and what not. In general,

in talking from our viewpoinf,lwe have been more successful in getting tech=-
nology from the Socialist countries to license elsewhere than we have been able
to get it from .elsewhere and Sring it lnfa t+he Socialist countries. This isn't
¥oo surprising because in many cases they have invested their money in heavy

industry and in that case there is no function served by a middleman. If they

193 DT
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want to put up a better steel mill, they know where to go. Or if it is-a
huge:cheﬁical comp]ex, jhey know where to go. So they don't go through a
middleman in that case. The other thing is that they work on a 5~year plan,
and so on,rwi+h~ceé*ain programs. Théy know -what they want to.do next and l

in general’, fhey know where they want to go to gef it, It fs very hard to take
something new, go +o a Soci?ljsf country, no matter which country it is and

try to sell them in the sense we are accustomed to in this country. To pro-
méfé an. idea, that is, to get them to start something new isn't part of their
psychology, it isn't part of their vieypoipﬁ. While fhey do havg a lot ofﬁ *
research and a lot of very inferesfjné things making it possible‘for us to
get technology from there and bring it back, in all honesty | would hate to

say that we could make a living on what we have been able to license in the

other direction,

Questioner: In view of the comments with regard to the estimated market
potential pf inventions and discoveries beigg réla+1vely high, what happens
to thesé inventions and discoveries that are far less than two million dollars
annual sales, the sum total of which may provide a college or university with

a portfolio of a lot of small hits rather than one Iargé one?

Dr. Marcy: Naturally, one wishes to talk about successes.and the big
things because it is more dramatic. | would say that most of the inventions

that we handle are in the $50,000 a year category or under in terms of;numbersn

=3

Now, one has to have a'royalfylincome.
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‘Questioner:,, We are talking now, primarily, about sales. | think the
‘fighre-of two million doilars a year -annual sales was meﬁ+loped. ‘Project

that if you can in terms of }oyalfies. What would that be?

Dr. Marcy: ‘In terms ‘of dollar Income, if you're talking about two

umillion dollars in:sales at 5% income that's $|00 000, Isn'+ it? Now if
you are +alklng -about one that only commands 2$ royalfy |ncome, why then -of
course the sales would be that much more to get that $100,000.. It s very
difficult for us at least to think in terms of salas and use that as a cri= 1

terion. We tend to.think in ferms of royalty income we can get because that's

what the university is really interested in and what we are interested in.

Mr. Dickerson: Could . add something? Remember | told .you our cri-

teria was 10 to | Income to us. I we.put $10,000 Into so&efhing we hoped

_to get out of that 10-times slo,QOO—over_tpe rife‘qf;tbg 5a+§ﬁtL<yhateyer . . =

i+ is - $100,000. . So you can't go, wé don't go ;s,Dr. Marcy says, based‘on o
sales alone except that you've got to guess at the sales to figure out what

your potential royalty income will be.

Dr. Johnson: I guess | used the two million dollar sales figure. That

was only to indicate that the market should be a good sized market aha nofva_‘

smal! one. We have licensed things that bring in two thousand doilars a :
,year'and it takes almost as much time apg almost és mgch ;oney and jJsf as

much risk as +o‘gef $2,000 a year of which, In-fhié case, +he university would

get 31,000 as it does to handlie something with a much hjgher potential. Of

course you are right, you are thinking in terms of how much royalty it brings,
§
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but the two million dollar sales figure is just t6 give an indication that it

should be good sized.

Mr. Stam: | have é éommenle | think the university community,, in our
particular case, has a high statistical success in licensing and a low royalty
6income. "We are serving two functions for the federal agencies ;ho sponsor us,
and for essentially the local business community, b9 transferring this techno-
logy because they are ﬁakihg instruments for which there is a need but agsmall
market, with serving a businéés.funcfion‘foé smal | business, to which maybe a
$50,000 increase in its cash f)ow is significant and, w;'re seeing to it that
these little inventions, which may significantly contribute to the advance of
commercial prodqu§ avalmabié, do reach the market place. Maybe this is one
area where the uﬁ?Versify acting on its own, in i{ts own area, can £111 a vacuum
left by development outfits, no.matter how ultruistic, who necessarily thave |

placed a minimum on what they will handle.

ki

Dr. Marcy: Well, would like to make a comment on that ccmment. In

‘our case, we think in terms of Jjust recouping the ﬁoney spent. |f we can see
-that over the life of a patent we are going to spend $10,000 and we can see

that we'll get $l0,090'back, we'll pick it up. We don't want $100,000 back

on that $10,000 .investment because in a way, which is perhaps different from
. 2

>

[

the other people here,(;e again identify with exactly the problem that you

are talking about, Lee, that it's important for the university to recpgnige

I3 !

its obligation to federal granting agencies and put people in the businesses.

This is the thing to do. We have acfual{y patented things where there is no

hope of getting licensing income back just for that very reason.

196 .
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Mr. Dahlbo: | guess we re somewhat differen+ than the others in +he sense °
. -that we take a sfufisfical approach and, frankly, through the years we ﬁound

1+'s very difficult to nredict what will succeed and since‘we are not develop-
?

ment people ourselves we often don'f know wﬁaf the market potential may be on

di fferent |nven+Ions so we end up handling many differen+ fypes of Invenfions.
!

By the nafure of our business we have to put our time into it to fry to get a

.

-licensee and then what happens ‘at the end- of that is that some generate -a lot of

£

= money and- some don't generate very much. But we don't find that out until
: R i i

afterwards.

| Dr. Freise: ('d like to.ask the panel if there is aﬁy feeling that a
lat of what is submitted to you people by universities Is‘really not go;ng to
‘a be usable fechnology? Tha+ |s:nif the university has' any experfise at all It
can probably recognize +he really big patent. if it is somefhing fhaf does not

requare large amounts of development the universify will probably proceed on its

own. |t's the smaller ones that they are not sure about that may ‘be. submitted
to Research Corp. or Baffeile or given to Dr. Dvorkovitz to put into their data
bank. Our survey indicates that the institutions working on their own appear |
. " to Be doing somewhat better sfatisfica]iy than the general figures quo+ed by the
compaﬁies. |- have a feeling,fhaf it is because you don't follow the small ones
that the unlvessi*y;may follow and secondly, you may not get the good ones’,
» ’ ? .
Dr. Marcy: This is kind of an aslde before | give you an answer, but yes-
terday you showed in your report you have a Iis+ of 100 universities that you
contacted and I fhink you -made the statement that something I1ke 40 of these also  .

\
had agreementﬁ;ﬂ{fh Research’ Corp., Is that right?

>

-
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Dr. Freise: Of the 50 that responded, 42 had agreements with Research
Corp. '

LR}

Dr. Marcy: Oh, then | missed fhé point. And my comment is not really
germane. But | took your list of 100 schools and | counted how many actual ly
do have agreements with Research Corp., and it was 80 of ;hém. ‘Now, not all
80 of’fhese ;Fé submitting invenfiqn.di$closures through us at the same_ievel
of acffvify. Somé schools of those 80, we never hear from, Now either they
don't recognize that they have an agreement with us, they don't remember it,
or the person who negof}afed the aéreemenf with us has left andlnobody ha§
replaced him or something like that hés happened. Mény of the schools submif
one or two inventions in the course og’a year. Now this is ridiculous from
a university that has four or five or ten million do!lars worth of research
grants. Thgre are other universities that submit something in the order of 35
or 40 to us a yéar. Now, | think this goes right back to defining an inven-
tion and how you recognize it at the university level. My,feeling isxaffer
wor&ing with a number of universities that the university people themselves,
including the inventor, do not recognize an. invention when they sée It, and
also TAef do not recognize';hefher they have done work that is sufficient to
mak; an nvention. The inventive properties in a scientific discovery may
not relate at all to what the guy was working on or thought he was working on.
I+ may be entirely periphgkal. It takes somebody with some experience and
exper+lsq7in Idfnflfying an invention to felj whefﬁer something is worth look-

ing into or not. And that's wher%éLee Stam'!s strong point is. He can take

what is pre raw data from people at Cal Tech and he can give it one quick look

- | 198 o
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-and say, "Thls Is inventive," and "This is not." ‘hereas ; think fhéf in mdny
schools it is not even recognized that you need to do fhaf. So when you try
~to generalize on the basis of a survey such as you did, | think it's almost
iﬁposﬁible to draw any valid conclus!on unless yéu know one heck of a lot
m?ﬁq défail about how-the inventions surface at the university. And iflis

this point that we are trying to approach in our NSF studies we are going to

be poing.
‘Dr. Johnson: Well, | have just one comment on small income and large. ’
Historically, whether it is NRDC .in England, Research Corp., Baffelle, or 2

Arfhur D. Little, whoever does fhis, there are one or two, maybe at the most,

-

three inventions, that power the whole thing, and all of the rest of fhem are

of practically no imporfance. So it's kind of a nUmbers game. |f you see

|o,Qoo different inventions then the chances of your getting a bid are 10,000
t+imes better than if you only see oné. And, | suppose what you try to do is

to be sure that you don't miss the important invention.

>

Mr..gghlbo: | wonder if fhe;e Is any concérn about the success of this?
._ That is, the more.successful a university may be in a monetary sense with its
[nvenf}ons, won't there be an increasing detraction away from basic research
at that particular university? That is a question for the p;nel\as'well as any-

one in the audlence.

Dr. Marcy: jWell, there is always a danger of this. It is very interest-

ihg to work with an Inventor who for 20 yearé has been altruistically oriented

and fhlnks that patents are dirty. To have him make an invention that suddenly
B . )

&
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turns out to be a million dollar invention overnight, it is interesting to see him
switch 180 degrees,andoif almost invariably occurs. So you've go? to be care-
ful how you treat the inventor, if you rea[ll want to retain him.on youf faculty
after he has made ;is invegfion,,whefher he i; going to have any value to you or
not. We had an inventor once recenfly*whkoas in a chemistry department, had a
very good reputation, and commanded something in the order of $200,000 worth of
fedefal‘granf monhey a year frog,various agencies. He had something {ike ten or
twelve docforal sfudenfs working for him and about ten or twelve posf—docforal
sfudenfs working for him. He was really Gung Ho. He made an invention and he
said, "Gee, this is such a simple invention. | know how to exploit this all by
“myself." And so, in due course, we arranged with him to exploi+ his own inven=-
‘fipﬁ. But when he said +ha+ to me | furned to the universify adminisfrafor

ang without the inventor knowing it, l said, "Well, now they're going,fo have

to make a decision somtime down the road. Either he is going to be a college
professor for the rest of his life or he is going to go off and be an entrepe-
neur." And the response | got from the administrator was, "Qh no, we can con-
trol this." Well as sure as shooting, after two years he stopped being_a

col lege professor and now Is aqbusinesshan. And this happens, and you can't

help it , human nature being what it is, with most people. So, you've got to

take this. What you do about it is up to the university, and | think fﬂaf the

inventor whll solve the problem for you by quitting the university because as

[

soon as he gets the smell of the green stuff in his nostrils, he is lost.
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A NOTE ON THE INFORMAL DISCUSSIONS OF OCTOBER 16, 1974

o o

As indicated in the preface, a primary function of the conference was
. . . % > . -

to stimuiate a maximum of personal interchange between all the participants,

To.promofe this kind of communication, the final afternoon session was divided

into separate concurrent groups each intended to address in further detail the,

subjeet matter initiated by the four paneéls. These meetings were completely

t

-

unstructured and allowed the conferees either to remain at one meeting or
leave one and attend another to seek additional information or to discuss
specific problems.

<Due to the informality and the highly specific subject matter of the’ .

(4

discussions, no attempt was made to record these particular sessions for the

Proceedings.
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*Betsy Ancker-Johnson ) William J. Bell N
g — Assistant Secretary for Science Associate Professoi of Research
and Technology” ’ Administration
Deparfmenf of Commerce . Office of Research Administiation
-Room 3862, l14th and Constitution University of Kansas
Avenue, N.W. Lawrence, Kansas 66045
Washington, D. C. 20230
Taylor M. Belt - .
" *|rving Antin Patent -Adviser
i * Director, Office -f Research Support Navy Department, Office of Nayal
Marquette University Research (Code 315)
1210 West Michigan Street, Room 16 . 800 North.Quincy Street
Milwaukee, Wisconsin 532?3 . Arlington, Virginia 22217
Warren K. Ashe / Milton W. Bennett
Assistant Dean for Research General Manager )
College of Medicine . « Beorgia Tech Research Institute
‘Howard University Georgia Institute of Technology
520 "W! Street, N.W., Room 2305 Atlanta, Georgia 30332 {
Washington, D. C. 20059 )
. : Olaf P. Bergeldin
: Jerry Ann Barker Coordinator .of Research
Development Officer University of Delaware
Southern Illinois University 234 Hullihen Hall
at Edwardsville L Newark, Delaware® 19711
Edwardsville, Il1linais 62025 N
. : ) R. F. Boord
Ralph R. Barnard . . Director of Research Services
Associate University Counsel Cleveland State University
Cornell) University 1209 University Tower .
Y 500 Day Hall Cleveland, Ohio 44115 .

‘lIthaca, New York  [4850
: o Willlam R. Boyle

William L. BarnharT‘Q i Assistant Director of Englneerlng
" Assistant to Vice President for Experiment Station

N\ Finance and Research West Virginia University

Saint Louis University 125 Engineering Sciences Building
" 221 North Grand Boulevard Morgantown, West Virginia 26506

St.: Louis, Missouri 63103
Henry E. Bredeck

Rolin F. Barrett - - Associate Director, Office for
Assistant Dean for Research Research Development

North Carol.ina State University Michigan State University
Research Administration 228 Administration Building

P. 0. Box 5356 East Lansing, Michigan 48824
Raleigh, North Carolina 27607 - . .
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*Howard W. Bremer
Patent Counsel
Wisconsin Alumni Research Foundation
Post Office Bbox 2037

Madlson, Wisconsin
E. G. Buck )
Director of Industrial Lla»son
The Indianapolis Center for

‘ Advanced Research

. 1219 West Michigan Street .
*Indianapolis, Indiana 46202

William O. Burke

Chairman, University of Georgia
Patent Committee

The University of Georgia

Office of the Vice Presidegnt for
Research E

. Graduate Studies Research Center

" Athens, Georgia

30602
" Nedry V. Burris s
Assistant to the Director of °
Business Affairs .

Oregon State University
Post Office Box 1086
Corvallis, Oregon 97330 -

Pat W. Camerino

Associate Graduate Dean for
Research ¥

Graduafe Research Center

University of Massachusetts N

Amherst, Massachusetts 01002

Dean, Edward N.. Clarke

Director of Research

Worcester Institute

Worcester, Massachusetts 01609

*Thomas B. Cobb

Director, Research Services Office
100 Graduate Center

Bowl ing Green State University
Bowling Green, Ohio 43403

Truman F. Cook

Director, Research Administration
Southern- Methodist University
Dallas, Texas 75275

53701 ./

¢

o

1

. -

" “‘Morton Cooper '

¥

Assistant Research Coordinator

University -of Delaware

234 Hullihen Hall

Newark, Delaware 197!}

Wil'liam B. Crandall

Director, Industrial Liaison

, - Program

Alfred University e

-Greene Hall . ’

-Alfred, New York 14802

F. L. Crowley

Associate Director, Grant and
Contract Adminjstration

Yale University-

333 Cedar Street

Room C20! SHM

New Haven, Connecticut 06510

Richard G. Cunningham
Vice Presldent for Research
® and Graduate Studies
The Pennsylvania’ Sfafe University
207 Old Main

University Park, Pennsylvanla 16802

o

* Bruce Dahlbo ©

Dr. Dvorkovitz and Associates
‘P. O. Box 1748
Ormond ‘Beach, Florida 32047 -
*R. L. Davis

Associate Director

Division of Sponsored Programs
RPurdue Resgarch Fgundation
West Lafayette, Indiana 47907

*R. F. Dickerson

Vice’President and Manager - -
Baffelle Development -Corporation
' 505 King Avenue

" Columbus, Ohio 43201

Michael R. Dingerson
Director of Research

Southern |llinois Universlfy
at Carbondale
Carbonddle, Illinois 62901
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Assistant Manager

lowa State University Research
. Foundation Incorporated
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Special Assistant to the Assnsfanf
Secretary for Science and
Technology
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~ lath and Constitution. Avenue
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Ralph L. Elg, Jr.
Director, Office of Institute
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Research Triangle Institute
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Assistant to Vice Presuden+ ‘for
Planning and- Al location
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342 Administration Building
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*Ear| J. Freise
‘Assistant Director
Office of Research and Sponsored

Programs .
Northwestern. University : h )
Evanston, Illinois 6020l :

‘Robert E. Gentry

Associate Vice President

University of Wisconsin System

Room 1752 Van Hise Hall -

1220 Linden Drive

Madison, Wisconsin 53714
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*Lawrence Gi:lbert

Director of Patent Administration

Massachusetts Institute of

Technology’
77 Massachusetts Avenue
E19-619 *

Cambridge, Massachusetts 202139

Robert P. Glaze

Office of Coordinator of Research
. Grants - .

The University of Alabama in
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Milton Goldberg
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Georgetown University
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.Foundation g . i
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Mi lwaukee, Wisconsin

Charlotte. L. “Horton
Administratdive. Assistant
Research Administration

Case Western Reserve University
Cleveland, Ohio 44106

Kenneth ‘L. Hoving

Acting Associate Dean for Research.. s
Kerit* State University

Graduate School/Research Office
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Kent, Ohio 44242
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- University of Houston

3801 Cullen Boulevard
Houston, Texas 77004
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Professor of Chemistry
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Chemistry Buildlng, 3210
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53201

William C. Huffman

Vice President o
University of Loulsville

2301 South Third Street .
Louisville, Kentucky 40208 L

Albert W. Jache

Professor of Chemistry, Dean
of the Graduate School,
Associate Vice President
for Health Sciences

MaFquette University

1210 West Michigan Street

Mi lwaukee, Wisconsin 53233

- ¥Alfred R. Johnson

Direttor, |nvention Management
Arthur*D, Little, Inc.
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Joe Johnson
Professor of Chemistry

. .Atlanta University Center
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*¥C. W. Martin
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*Joseph J. Keeley

Associate Director

Office of Research Administration
The University of Michigan

119 Cooley Memorial Laborafory
North Campus

Ann Arbor, Michigan 48i05
James T.. Koppenhaver
Assistant Director, Research

Administration

Case Western Reserve University
Cleveland, Ohio 44106

*¥Norman J. Latker
Patent Counsel
Patent Branch, Office of the
General Counsel
Department of Health, Education,
and Welfare
Office of the Sécretary
Washington, D.C. 20201

Edward L. MacCordy

Patent Coordinator

Computer Systems Laboratory ,
Washington Universjty :
724 South Euclid Avenue -
St. Louis, Missouri 63110*

*Willard B. Marcy

Vice Preésident, Patents .
Research Corporation:

405, Lexington Avenue

New York, New York 10017
George G. Marra

Assistant Dean for Research
Col lege of Enginzering
Washington State University.
Pullman, Washington 99163

Adam J. Marsh o
Manager, Research lnstitute

Ohio Universjty .

Athens, Ohio’ 45701 ’
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Director
Patent and Product Development
The University of Utah

Salf Lake City, Utah 84112 -
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. Los Angeles, California

¥Clark A. McCartney

Director, Depariment of Contracts

and- Grants
University of Southern California
University Park ?

90007

John J. McGovern

Assistant Director

Carnegle-MeIIon Institute of
Research

4400 -Fifth Avenue

Pittsburgh, Pennsylvania 15213

Anthony Merritt

Assistant Director, Research
Administration

University of Pennsylvania

3451 Walnut Street

Franklin Building '1/6

Philadelphia, Penrsylvania 19174

- Maurice B. Michelson

Chief, Management Operations

Research Foundation of C.U.N.Y.
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Administrative Assistant

University of Tennessee Memorial
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1924 Alcoa Highway
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> John W. Quayle
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University, Alabama 35486
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Assistant to the General Counsel
National Science Foundation
1800 G. Street, N.W.
Washington, D. C. 20550

Leonard Rawicz
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NASA Headquarters
400 Maryland Avenue, S.W.
‘Washington, D.C.” 20546
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Howard D. Segool
Director :
Comtech, School of Engineering

.University of Massachusetts
Amherst,. Massarhdseffs 01002
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APPENDIX B

"‘BACKGROUND INFORMATION ON PROGRAM PARTICIPANTS.

IRVING ANTIN

Irving Antin is currently the Dlrector in the Office of Research
Support at Marquette University in Milwaukee, Wisconsin. His
past administrative background includes positions as Secretary
of the faculty and Director «f Bureau of Publications at the
University of Wisconsin at Mllwaukee.

Mr. Antin PECEIVEd his B.S. from the University of Wisconsin
(History), an M.S. from the University of Wisconsin (E. Asian
Studies), and has done doctoral studies at U. of Wisc. (Economlcs,
Economic ‘history).

Q‘ o
He is affiliated with the American Economic Association, Organ-

ization of American History, Association for Asian Studies,

o Society for History of Tectinology, Natural Conf. Admin. Res.,

* ) Nat. Conf. Philanthropy, SRA, NCURA, Assoc. for Inst. Res., . .
AJCU Conf. on Research, AAAS., .

HOWARD BREMER , 3
° Howard Bremer is a native of Wisconsin, and is presently patent -
counsel for the Wisconsin Alumni Research Foundation. He -

received his B.S. in chemistry from the University of Wisconsin,
-and an L.L.B. from the University of Wisconsin. Mr. Bremer is

2 momber of the State Bar of Wisconsin, Patent, Trademark and
Copyright Section of State Bar of Wisconsin, and the Milwaukee
Patent Law Association. He has been admitted to practice with

the courts of the State of Wisconsin, United States Patent Office,
Court of Custom and Patent Appeals, District Court -Southern
District of Ohio and the United States Supreme Court.

Coen - THOMAS- BERRY COBB

Dr. Cobb is presently the.Director of the Reseaich Services
Office at Bowling Green State University. Born in Atlanta,
Georgia, he received his B.A. from Southern Mlss10nary College
(Physics and Math), an M.S. from the University of South Carolina
(Physics) and a Ph.D. from North Carolina State University
(Physics). sDr. Cobb is a member 'of the -American Association

for the Advancement of Science, American Association of Physics
Teachers, The Society of Slgma Xi, and the Amerlcan Physical
Sociéty (Ohio section). \
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RALPH DAVIS-

Ralph Dayis is currently the Associate Director of the Division
of Sponsored Programs and Patent ‘Manager for the Purdue Research
Foundation. A native of Alabama, he received a B.S. from
Auburn U.and’ an M.S. and a Ph.D. from Purdue University.
holds a faculty appointment as Professor in the Department ;&
Agronomy and has served as Assistant Dean -of the Graduate Schpolf“ -
at Purdue. He was Visiting Professor at Oregon State Unlversity,
1959-60, President of Crop Science Society of America, 1962-63,

and Ed;tor of "Crop Science", 1964%67. He is a member of Sigma Xi,
Phi Kappa Phi, Omicron Delta Kappa, Gamma Sigma Delta, Alpha Zeta,
American Society of Agronomy, and AAAS. .

He:
e

B

R. F.. DICKERSON

R. F. Dickerson is Vice President and General Manager of Battelle
Dévelopment Corporation. He joined Battelle in 1948 as a
Metallurgical Engineer spec1a1121ng in research concerned with

' nuclear materials. He has been with the  Battelle organlzatlon
since that date and has served as Assistant Division Chief
Research Division -Chief; Assistant Department Manager, Statf
Manager at Battelle-Northwest Assistant Director of BMI Inter-
national; and Dlrector of 'Marketing, Battelle Development Corp.
‘He has been respons1ble for the management of research, Battelle
construction and real estate in the Pacific Northwest, and marketlng
of research, both in the domestlc .and 1ntennatlonal markets.

Mr: Dickerson holds a Master of Science Degree in. Metallurgical

Engineering from Virginia Polytechnic Institute and ‘State Univer-
sity, where he served as an instructor prior to. obtalnlng hlS
"graduate degree. -

Mr. Dickerson is a member of the American Society for Metals,
AIME, and the American Marketlng Association. His community
activities include work with the Boy Scouts, Kiwanis, Goodwill
o Industries of Central Ohio, Inc. (where he is' on the. Board of
"Trustees), and various youth athletic programs.
ROGER DITZEL ’
currently is serving as Assistant Manager of
Born in

Roger Ditzel
the Iowa-.State University Research Foundation, Inc.

Iowa, he rece;ved his B.S. in chemistry from Jowa State University.
Mr. Ditzel is associated with the National -Council of University
Research Administrators, the Licensing Executives Society, and

the -American Chemical Society.
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G. WILLARD FORNELL

»
3

. G, Willard Fornell has been Patent. Administrator for' the Univer-
sity of Minnesota for the past 16 years. He received his B.B.A.
from the University of Minpesota. -

He has been active in COGR (NACUBO) and served on the committee
which produced the publication "Patents at Colleges and Univer-

u sities"earlier in 1974.
EARL. FREISE .
° Earl Freise serves as Assistant Director in the Office of Research

and Sponsored Programs and is Asscdciate Professor in the Department
s -of Materials Science at Northwestern University. His educational
background includes a B.S. in Metallurglcal Engineering from
Illinois Institute of Technology, an M. S. in Material Science,
Northwestern University and a Ph.D. in Métallurgy from the
University of Cambridge. He is a member of the: American Society
for Metals, the American Institute of Mlnlng and Metallurgical
Engineers, the American Society for Engineering Education, and

the National Council ror University Research Administrators.
o

* N - . -~
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LAWRENCE, GILBERT -

Lawrence Gilbert is Director of Patent Administration at

Massachusetts Institute of Technology. He received his .

B.A. from Brandeis University, an MIM from American Graduate- ’ .
‘ School of International Management and a J.D. from Suffolk Law
School. He has consulted for the New England. Industrial ReSource
Program. He is-.a member of the Americar Bar Association, the
Massachusetts Bar Assoc1at10n, the Boston Patent Law Association,
and the Licensing Executive Soc1ety

r

He has been at M.I.T. since 1966, serving initially as a Patent -
Attorney.
ALFRED JOHNSON ' -

Alfred Johnson is the Director of Invention Management with
Arthur D. Little, Inc. He holds‘a B.A. degree in Chemical
: Engineering”and. Business Administration from MIT, and a Juris
- Doctor's Degree from. Boston College Law School. He is associated
~. with the American Patent Law Association, Boston Patent Bar
N , Association, and the Liped%ing Executive Society.

-
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JOSEPH J. KEELEY

Joseph Keeley is the Associate Director in the Office of Research
Adhministration for the University of Michigan. A native of

New Jersey, he received his B.A. from St. Mary's and a J.D. from
Georgetown University. His past and present memberships include:
Federal Bar Association, District of Columbia Bar Association;
American Management Association, American Society for Industrial
Security, National Confeérence of Research Administrators, and the
U. S. Naval Reserve.

NORMAN J. LATKER )

Norman Latker is Patent Counsel for the Department of Health,
Education, and Welfare in charge of the Ratent Branch, Office

of the General Counsel. He is responsikle for the administra- .
tion of the Department's patent program and for legal Services &~
to the Department relating to and involving patents, inventions,

and other forms of intellectual property resulting from the
Departmen%'s billion-and-a-half dollar annual research and develop-
ment program. He also advises the Veterans' Administration and

the Agency for International Development on an ad hoc basis. He
attended public schools in Chicago and received his’ Bachelor of
Science and J.D. in Law:.from the University of Illinois. He

is a member of the Illinois Bar and Registered Patent Attorney

in the United States Patent Office. He currently serves on the
Executive Subcommittee of the Federal Council for Science and
Technology, and Chairman of the- Subcommittee on University Patent
Policy. He served recently on. the interagency committees which Y
drafted the new patent section for the Federal Procurement
Regulations and the GSA Patent Licensing Regulations; he also
served on the Patent Task Force advising the Commission on Govern-
ment Procurement. Formerly he had been Patent Counsel to the
National Institutes of Health; served on the Staff, Judge Advocate *
vi the Air Force Systems Command, Washington, D.C.; was Assisgant
to the Chief Patent Advisor, Army Ordinance Tank;Automotive COmmand,
Detroit Arsenal, Warren, Mich.; and was a Patent.Examiner in the
United States Patent Office.

WILLARD MARCY ' _ -

Willard Marcy has been Vice President, Patents, for the Research
Corporation since 1967. A native of Massachusetts, he received
‘his -S.B. in chemistry and chemical engineering from Massachusetts
Institute of Technology and & Ph.D. in Organic Chemistry. °

He joined Research Corp. in 1964 as Director of Patent Programs, @
after holding various responsible posts with the American Sugar
Refining Company. He served as a Major with the Chemical Warfare
Service im 1942-46. He is affiliated with the AAAS, American
Chemical Society, the Institute for Chemical Engineering, the

Food Technology Institute, the Society of Chemical Industry, and

New York Academy of Science.

.
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CLARENCE W. MARTIN

C. W. Martin is Director, Division ot Patent and Product Development
. at the University of Utah. Born in Texas, he received his under-
graduate training at the University of California at Berkeléy. After
an extensive career in industrial patents management he joined the
o - Unlver31ty of Utah in 1968.

<

" CLARK McCARTNEY ' § .

Clark McCartney is Director .and Patent Administrator, Department
of Grants and Contracts at the University of Southern California.
A native of California, he received his undergraduate training
at Harvard, and his Law -degree from the University of California
at Berkeley He is currently president of the National Cduncil
of University Research Administrators and is a member of the
Committee on Governmental Relations of NACUBO.

ALLEN MOORE =~ . : s
Allen Moore is the Director of the Office of Research Administra-
tion for Case Western Reserve University. A mnative of Texas, he
received a B.A. in Chemlstry from the University of Texas and
an M.A. and a Ph.D. in organic chemistry from the University of
IllanlS at Urbana. ] ‘

-

He maintains affiliation with the AAAS the National Council of
University Research Administrators, and the Society of Research
Admlnlstrators.

. o

- MARK OWENS )

Mark Owens is Assistant Vice President and Director of Business
Affairs for the University of Califcinia.” He received his B.A.
in Political Science and a J.D. from the University of California.

He has been active in COGR (NACUBO) and is currently serving on
the patent sub-committee. He is associated with the California
State- Bar, Phi Alpha Delta Law Fraternity, Order of the Coif,

. member-.of the Board of Trustees, San Francisco Law School, Dean
~and Faculty Hember, San Francisco Law School, Licensing Executives
. Society, and is currently Chairman of Water Adv1sory Commission, -

: ) " Pleasant Hills, California. ) -

LLOYD D. PATTERSON

,Lloyd Patterson for the past seven years has been Vice President

of Dr. Dvorkovitz & Associates, Ormond Beach, Florida. A native

of Illinois, he did undergraduate work in blologlcal science and

holds a degree in prosthetic dentistry. He is an active member of

¢ Sigma Xi, the Scientific Research Society of North America, and
o the Licensing’Executive Society. , 4
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WALLACE TREIBEL

NIELS J. .REIMERS

Niels Reimers is Manager of Technology Licensing,at Stanford
University, having established this program.at the University

in 1970. He holds B.A. and B.S. degrees in Mechanical Engineering
from Oregon State University. He came to Stanford from an
extensive background in industry. He is currently affiliated

as a trustee of the Licensing Executives Society.

ALLEN PERRY ROSENBERG

Allen Rosenberg is Senior Project Specialist, Office of Research
and Project Administration for the University of Rochester. He
was born in Philadeliphia and holds a B.S. in Pharmacy and a Law
Degree from Temple University. He was active on the COGR
(NACUBO) Patent, Trademark, and Copyright sub-committee that
produced the booklet "Patents at Colleges and Universities"
earlier in 1974.

He is a member of the Bar, Indiana, New York and Pennsylvania;

a member of Philadelphia, Pennsylvania and Monroe County Bar
Association; and a member of the National Association of College
and University Attorneys.

. STAM

L A

T. L. Stam is Patent Officer for the California Instltute of -
Technology and Executive Secretary for the California Institute
Research Foundation. He received a B.S. in Engineering and a _
Bachelor .of Law from'George Washington University. He is a o
member of the COGR (NACUBO) Patent, Trademark, and Copyright
sub-committee that produced the booklet "Patents at Colleges and
Universities" -earlier in 1974. He is also affiliated with the
American Patent Law Association, the Licensing Executive Society,
and the National Association of College and University Attorneys
He is licensed as a member of the District of Columbia Bar and is
a registered Patent Attorney.

“

»

Wallace Treibel is Governmmental Fiscal Relations and the Patent
‘Officer for the.University of Washington. A native of Washington
State, he received his.,undergraduate training in accounting at the
University of Washington. His past affiliations with the Unlver51ty
of . Washington have been Coordinator of Veteran's Division} Business
Manager, Adult Education§ Research Accounting Offlcer and Director
of the Office of Grant and Contract Services.

2 e R
He is a member of the COGR (NACUBO) Patent,'Trademark, and Copyright,
sub-committee that produced.the booklet "Patents at €Colleges and
Universities" earlier in 1974, . .o

+
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BETSY ANCKER-JOHNSON

SR Dr. Ancker-Johnson is Assistant Secretary, Office of .Science and

Technology., U. S. Department of Commerce. Born in St. Louis,

Missouri, she received her undergraduate training in physics at

Wellesley College. Her doctoral studies in. physics were completed

at Tuebingen University in Germany. She had ‘had extensive experience

in teaching, industrial research, and executive mandgement prior to

joining the Government in 1973. - )
Her professional activities include the éuthorship/of over 60

+ scientific papers and the holding of several patents, issued or
pending. She has. served as a referee for Physical Review Letters,
Physical Review, Applied Physics Letters, Journal of Applied Physics,
Proceedings I.E.E.E., Electron Device Transactions,, and an advisor to
the National Science Foundation, and the National Research Council.
She was a member of the National Advisory Committee on the U.S.S.R.
and Eastern Europe of the Office of the. Foreign Secretary, National
Academy of Sciences. In the American Physical Society, in addition to
serving as a Councillor-at-large, she has been a member of the
Executive Committeé, the Committee on Women in Physics, and the
Committee on Minorities. Other affiliations include membérship on
the National Advisowy Committee on Oceans and Atmosphere and partici-

pation as a regional panelist 8n the President's Commission on White

House Fellows. She is a member of Sigma Xi and Phi Beta Kappa.
Dr. Ancker-Johnson is a trustee of Wellesley College and has been an
invited. lecturer at Ohio State University and before the New York
Academy of Science.
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APPENDIX C

UNIVERSITY PATENT POLICY QUESTIONNAIRE ,

(4

What.-office and/or unlversity official has responsibility for

L4

admlnlsterlng your patent pollcy7 . ) 5

v

L)

How is the decision made on whether to obtain a patent?

)

Faculty Patent Committee

By outside consulting firm (Such as Battelle or Research
, Corporation)

By University Patent Administrator
. o .

What University Rank?

—

o

By Professional Patent'Ptopotion Consultant

Other” : °

S
How is the, patent program staffed within the university and
what percentage of time does each devote to the Jprogram?
(Use "professional" categories e.g. engineer, lawyer,
secretary, etc,)
A ‘ L4

B _ A i

C

D
E ‘
P

“ R N \

-~

What type of firms outside the uniyersity are used in the patent
application program (e.g. patent attorneys)? -

/

‘Which outside firms does youx instituflon usé to promote patents

lnd inventions?

v

-

Research Corporation

Batelle

Es
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/ 4,

:a) Number of Disclosures ptocessed per year };’ . - o

1)) Number of Patent Applications filed each year S

c) Number of licenses processed per year ) /

How are the expenses incurred in the Un;verszty Patent
Program covered’ (percentages) . .

From Royalties

As ;n iodirect cost item ) ) L .

As a direct contribution from the University

o .- N T

Other __ . - e
. , t IR _—
a)' (Optional) What is the estimated annual cost of administering -
o L N 4 . '
. , - the university's Patent ProgremZ‘ . )

b) (Optional) What is the approximate royalty income to the

- . - o
University from patents and*inventions? ‘

.

c) (Optiohel)lyhet‘is the average percentage of in-house

«

g ) developmeﬁt?

©

9. 1Is your institution interested in reviewing the results of

this ‘survey? Yes . No

-

Name and title of official
responding to questionnaire

Pleasé return to: ’ , -

- Dr, Eaxl J. Freise o

Office of Research & Sponsgored Programs .
Northwestern University

633 Clark Street '

Evanston, Illinois 60201
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SAMPLE -- TYPICAL LICENSE INCORPORATING NIH AGREEMENT

“w
T
IR

‘ . APRENDIX D
LICENSE AGREEMENT

AGREEHELT made this day of , 1972, betwean THE
REGENTS CF THE URIVERSITY OF MICHIGAN (Hereinafter referred to as
"LICEASC&") whose principal office is located at Ann Arbor, chhzgan,
and. o (here1nafter referred to as "“LICENSEE")

) a co*poratlon organlzed and existing under the laws of , having

~ © +

a place of business at
WITNESSETH THAT: . ,

» 'WHEREAS,. LICENSOR is the owner of U, S. Patent Application Serial
No. *, filed: ) . , relating to certain ' )

compounds useful. in medical diagnosis; and

WHEREAS, the United States Government, through its Department of NOTE: .
JNDICATI/:
. NIH ‘
work which led to the Invention disclosed and claimed in sa1d Patent SPONSORSZZ

Health Education and Welfare, has provided monetary support for the

Application; and

L]

-WHERELE., LICENSEE'desires a license to manufacture, sell and use
. : . T
“Licensed Product” as defined hereinafter, and LICENSOR 1is willing to .

grant. such license under the terms and conditions, hereinafter stated;

3

‘NOW, THEREFORE, in consideration of the above premises and the

covenants cont iined herein, the parties hereto agree as follows:

Article I- Definitions

L. .
The following terms, as used in this Agreement, unless the context
clearly lndlcates to the contrary, shall have the meanings set forth

in this Art1c1e°

‘ a) The term "Licensed Patent Rights" shall mean any patent issuing
on U, S, Patent Appllcatlon: Serlal No. filed , any
divisions, contlnuatlons, contlnuatlons-ln-part and foreign counterparts
of the same, as well as any other patents relating to compounds owned or

controlled by LICENSOR which are based on inventions made withing three

(3) ycars of the date of this Agreement.

. . .

h) The term "Licensed Products" shall mean any products claimed
in the Licensed Patent Rights or whose manufacture or use is covered by

claims in the Licensed Patent Rights.

ERIC 220 - -
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¢) The term "Licensed Territory" shall mean: the United States

and other countries in which there exist any Licensed Patent Rights.

d) The term "Net Procees of Salés" means the gross sales of
Licensed Product so6ld pursuant to this license 1less allowances to

customers for sp01led damaged, outdated and returned goods and the

amounts of discounts, transportation charges and all sales and exc15e
taxes or duties paid, absorbed or allowed together with all other al-
lowances and- adjustments actually credited to customers, dlrectly or
indirectly. No royalties shall be payable on sales between LICENSEE
ana its Affiliates. . ‘ .

1
T

-e) The term "Affiliate" means: (i) any businesé entity which
LICENSEE shall own or control, or which shall own or’oontroI LICENSEE,
or which shall be under common ownership or control with LICENSEE; and
)(ii) a ousiness entity licensed b} LICENSEE‘to sell Licensed Products
under -the - label. -

4t .

£) The term i'Exclq_sive Period" shall mean, with xespect to any
country within the Licensed Territory, the beriod of time dh;ing which
no licensed Product is, in faot, maxketed or otherwise supplied in such

country by others than LICENSEE, its Affiliates and/or its sublicensees.

Article II- Grant of Licenses

Subject to the terms and conditions hereinafter set forth, LICENSOR
heraby grants to LICENSEE and its Affiliates:
o

o .

a) A right and license under the Licensed Patents to manufacture
and/or sell the Licensed Products in the Licensed Territory, said right
and license to be exclusive, as to each country within the Licensed
Terrvitory, for a period to be negctiated but in any event not less than
five (S) years from the date of the first commercial sale of a Licensed
Product in that country by LICENSEE, its Affiliates or its sublicensee.'
_ The right and llcense thus conveyed shall 1nclude the right to sublicense
others, and to prosecute, at LICENSEE's own expense, infringers of the
Licensed Patents. i

b) No license is granted by this Agreement, eIther e*pressly or by

implication under any patent rights owned or controlled by LICENSOR, ex-

cept ags provided herein,

S een
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Article III - Rovalty .

] a) At the times and in the manner éet»fo;th hereinafter, LICENSEE
or its Affiliates shall pay to LICENSOR in United States funds, five
percent (5%) of LICENSEE's and its Affiliates Net Proceeds -from Sales
of Licensed Products manufactured and/or sold in.a Licensed Territory
during the Exclusive Period and two percent (2%) of LICENSEE'§ and its
Affiliates Net Proceed from Sales of Licensed ProductsAoutsidé the Ex-

¢1usive Period for the term of this Agreement.

by 1f LICEN§EE sublicenses another firm, then LICENSEE shall pay
LICENSOR one-fourth (1/4) of any royalties received by LICENSEE- from

such sublicenseses.

N P . ‘ .
c) In the event and for so lohg as LICENSEE's or its Affiliates'

sale of Licensed Product under this Agreement reasonably requires that .

LICENSEE or its Affiliates become licensed under the patent ofra'third
party, LICENSEE and its Affiliages shall be entitled to deduct the ‘amount
of any royalties paid or payable under such license from payments then or
thereafter due to’LICEﬁSOR undgt this Agreement. ‘

d) If LICENSOR hereafter grants rights to another in a country af
the Licensed Territory onyte;ms or at -a royalty rate more favorable<than
the terms or royalty rate given LICENSEE or its Affiliate under this )
Agrecment, LICENSOR shall promptly notify LICENSEE; and LICENSEE and its

Affiliates shall be entitled to the benefit of .such more favorable terms

.or rates as to said country, commenc1ng at the same tlme they are avall—

able to such othcr party.

Article i! ~ Reports and Records

a) LICENSEE or its Affiliates shall render to LICENSOR within
sixty (60) -days .after: the end of each calendar quarter a written account
of all sales of Licensed Produéts made by it and its Affiliates during
such quarter, and shall simultaneously pay in ﬁnited~states dollars to

LtCENSOR.the;royaltiés due with respect to such:sales under Articl III

‘hercof, e

'b) LICENSEE and its Affiliates shall keep full, true and accurate

books of accounts and other recdrds containing all particulars which may

be necessary properly to ascertaln -and verify the royalties ‘payable by

2“’
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them hereunéer. Upon LICENSOR's request, LICENSEE and its Affiliates
shall permit an independent United States Certified Accountant selected
by LICENSOR 1&Xcegt one to whom iICENSEE has some ;easénabie objection)

to have access during ordinary business hours to such of LICENSEE'S~or

its Affiliates‘ records -as may be-necessary to determine, in respect of
any quarter year ending not more. than two (2) years prior to- the date of
such request, the correctness of any report and/or payment made under thlS

Agreement.

c) All rogaity payments reguired to be made by LICENSEE and its
Affiliates under this Agreenent shall_be determined in the national
currency of the country where the sale on which the royalty is based was
made, unless- otherwise agreed to by the parties on a country-by-country'
basis. The royalty payments accruing on sales by LICENSEE or its Affi-
liates in any country shall ‘then be converted ‘to United states currency
at the'rate of exchange legally obtainable in. each country on the date

royalties are payable, and payment shall be made in United States dollars

=

to the account _that LICENSOR indicates. Should the payment of the amount

of royalty or the manner of payment provided in this Agreement be prevented |
in any country by Government regulation, LICENSOR agrees that LICENSEE or
its affiliates can satisfy its obligations under this Agreement as to said

country by paying the legally permitted aﬁonnt of royalty in the legally

%

permitted manner.

Article Xt- Patents -

a) LICENSEE agrees that it will, at its own expense, prepare, file
and prosecute these patent applications relating to Llcensed Products
uncler which LICENSEE des;res to be licensed, sa;d patent applications to

be assigned to LICENSOR.

Article VI - Duration and Termination

a) Thzs Agreement shall become effectlve upon the date hereinabove
wrltten, and, unless . it is sooner termlnated in accordance w1th any of the
provisions hereln, it shall rémain in full force and effect for :the llfe

of Licensed Patént. "’

b) LICENSEE may terminate this-ﬂgreement in its entirety, or on a
patent-by;patent or country-by-country basis, by giving. LICENSOR written
- 224
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notice at-least three {3) months prior to such termination. “

c) In the event that either party defaults Orfbreache§ any of the
provisions offthag Agreement, the other party shail hayé the righﬁ to :
terminate this Agreement by giving written notiéé to:the defa&lting party, ’
provided however, that if the said defaulting party cures said default
or breach within sixty (60) days after said notice shall have been given
this Aéreement shall Fontinue ip full forcé and effect. The failure on
the part of eithgr of the parties hereto to exercis%_o: enforce any right ’ .
conferred upon it hereunder shall not be deemed to be a waiver of any such

right nor operate to bar the exercise or enforcement thereof at any tiﬁe

or times thereafter. . ’ ’ .

d) Upon the termination of this Agieement by LICENSOR for any cause
LICENSEE may notify LICENSOR of the amount of Licensed Product LICENSEE

then has on hand, and LICENSEE shall then have a license to sell éhat
amount‘of Licensed Product, but no.-more, provided LICENSEE shall pay the

- royalty thereon at the rate and at the time provided for.

e) If duringﬂthe term of the Agreement, LICENSEE shall become
bankcupt or insolvent or if the business of LICENéﬁE shall be placed in
the bands of a receiver or trustee, whether by the voluntary act of

‘ LICENSTE or otherwise, this Agreement shall immediately terminate.

£) Termination of this Agreement for any cause shall not release

eith:r party from any obligations theretofore accrued.

Article VII - Department of Health, Education and Welfare - NOTE:
_ : S INCORPORATII:
It is the understanding of both parties that the licenses granted THE NIH ;
AGREEMENT

hercunder are subject to the conditions and requifements established by INTO THE
the United States Department of Health, Education and Welfare annexed LICENSE.

herclo as Appendix A, and which are to be considered part of this Agreement.

Article VIII -~ law Eg Govern o

"

‘rhis Agfeement shall be interpreted according to the laws of the

i

State ,of
j( o o . Article’ IX - Notices.
Notice hereunder shall be deemed sufficient if given by registered

g ‘i

mail, postage prepaid, and addressed to the party to receive such notice

254
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at the address given above, or such other address as may hereaiter be

_designated by notice in writing, ‘ ’ - -
Article X -~ Assignment

This Agreement shall be hinding upon and inure to the benefit of

the respective successors- and assigns of the parties hereto.

fe

IN WITNESS WHEREOF, the parties hereto have caused.ﬁhese presents
to be executed in duplicate by their duly authorized officers as of the

day and year first above written.

v

THE REGENTS OF )
THE UNIVERSITY OF MICHIGAN

N

ABy

P




and THE . SPORTEQ COWPANY, a Delaware corporation (horelnafter

~ APPENDIX D

. PATENT LICELSE AGREEMENT

LA

" LICENSE AGREEMENT effective as of March 1, 1973,

cetwean Regents of THE UNIVERSITY OF MICHIGAN (hereinafter

*UNIVERSITY"), whose address is Ann Arbor, Michigan 48104,

-

o

"SPmﬂEQ"), having a principal place of business at 225 Fran&lln
Street, Boston, Massachusetts 02110, whereby it is agreed as

follows: ’ . o

1. Eefinitions

(a) "Llcensed Patent(s)" shall mean U. S. Patent No.
3,462,763 and any reissues, extcn51ons and renswals of samre,
and any Further Paﬁents"which.smxufo may elect to add toﬁ,
thiis License. ”

(b) hFur%her Patents" shall mean any Patent owned or
éontrolled by UNIVERSITY claiming an invgntidn in protective

“helmets useful in theafields of football, hockey, baseball,:
- boxing, wrestling, rugby and lacrosse. ) '

{c) "Licensed'Product" shall mean any recregﬁional helmet
Lalling within tﬁekscope of any unexpirechlaim of a Licepsed
Patont or the ‘manufacture of which helmet involves the
practice of any unexpired clalm of{a Licensed Patent.

‘ (d) "Net Sales" shall mean total billings less any

-

froight charges, taxes or discounts reflected on the invoice

. and less returns and allowances.

i
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WOTE:
DIFFEREICE.
Il ROYALTY
SCALE

R P AT

2. srant

UNIVERSITY herebylgrants to SPORTEQ & license gnder
licensed Patents to make, have made for it, use and sell .
Llcensed _Products, which license. shall be exclusive in the
field of footbell, hockey, baseball, boxing, wrestling,

rugby and 1acrqsse helmets. SPORTEQ shall have the right to sub—l

license anylcontrolleatgffiliete.which accepts in writing

the terms of this~Agreemeht,\ To the extent that the 1icehse

k3

is exclusive, SPORTEQ shall have the right to sue infringers,

[ R . _ - .
'to retain recoveries therefrom, and to grant Licenses in

~
~

sottlement of infringement suits upon.such terms and conditions -~

-4

.as it may deem fit, provided that -any prospectlve Licensea

nnder this section is not controlled dlrectly or lndlrectly
Iy SPORTEQ . UNIVERSITY shall have the right to be represented
by its own counsel at its own expense’in any litigation

°

involving Licensed Patents.

3. Royaltics
For the License granted SPmﬂEQ agrees to pay a royalty

of 5% of Het Sales of Llcensed Products sold as football or

‘hockey helmets. The royalty rate on Licensed Products other

than football and hockey helmets shall be 2%. ¢
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FUTURE

YALTY

YMENTS.

of

-

SPORTEQ also agreces to pay UNIVERSITY, upon axccution

ditional

’r[

\wyrcement the sum of $20,000. Unless ad

this

paymants of 520700Oueach”are_made“onﬁlunemlmandﬁSeptemheLHLFW

_ 1973, thls Agreenent may at the option of UNIVERSITY be

termlnated by wrltten notice.

T~

™~ .
~ R .
"4. -Reports . and Payments
Within 30 &ayg after the end of each calendar quarter,
SPORTEQ ~ shall submit to UNIVERSITY a written report setting

~

forth the Net'Sales of Licensed Products sold during said
quarter accompanied by payment for the royalties accrued’

in such quarter SPORTEQ shall also reﬂit to UMIVERSITY

-

103 of any royalties received in sald quarter from sub-

‘(ncgnsees not controlled by SPMHEQ

AN

SPORTEQ shall retéin and require its subiicensees to

"retain recoxds relating. to the sale of Licensed Products

(or at lecast two years for inspection by UNIVERSITY'S
representatives at all reasonable times for the solé pur-

pose of verifying SPORTEQ'S

reports and payments under this,

3
&

Agreement., . -
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7™, &, Ownership and Further Patents .

\‘- l/‘
LA

UNIVERSITY represents and warrants-that it is the owner
- - » - -

of. Licensed Patents and has the right to grant this License.

JUNIVE§§i5§ further represents and warrants that it is not
aware of a;y patent other than a Licensed Patent which would -
beAinfringéd by the mangfacture,‘?se or saié of any Liceﬁséd
P?oduct.SPmﬂEQ may, at its election, by written notice

add to its agreement as a Licensed Patent any Further Patent

owned -or controlled by‘UNIVERSITY, without any increase in

the royalty specified in Section 3. NéithérspmnEQ ndf any'
controlle; subsidiary of SPmﬁEQ nor én&.customgf of either
-shall have any liability with réSpect to any Further Pateﬁt
owned or controlled by UNIVERSITY until and unless UNIVERSITY
. shall have given_SPmﬂEQ written not}ce of such Patent and
SPORTEQ shall have failed to add such Patent as a Licensed

patent within 90 days after such written notice.

‘. Infringement -

In the event qf any litigat%on against SpoRTEQ .OX any
<controlled affiliate of SPORTEQ , based upon a claim that
.24 Licensed Product infringés ény claim of a patent owned
by a third party, which claim is supported by the disclosure
. of any Licensed P;tent, during the period of s&ch litigatidn
f SPORTEQ n%@:yithhold any foyalties due UNIVERSITY hereunder

or other payments which may be required to preserve the
5 :

. Y S 0




NOTE:
ASSURAIICE
" THAT
LICENSEE
WILL
ACTIVELY
PURSUE
THE

MANUFACTURE.

License horein granted and apply the saae

against attorneys' fees 3 and other out-of-

2
[
o}
o
«Q
]
0
Q
(o]
()]
cr
(G

pocket expenses incurred in such litigation, the bzlarce of

T NN
any money so withheld to be paid to UNIVERSITY not later’ than °

"90 days after the‘termination of such litigation.

4

7. Term

N

o
Unless sooner terminated, this License shall continue

¢

(a)
in force until the date of expiration of the last to expire
of Licensed Patents. ' _ L

(b) Either party may terminate this Ag;egment»by breach

by the other if such breach is not cured within 90 days after

written notice thereof. . .

(c)

If SPORTEQ
of the football helmet within 1 year from this date, UNIVERSITY

is not actively pursuing commercialization

may terminate this license by written notice and SPORTEQ shall

4
o 4

have no right to recover any mon9§ paid to UNIVERSITY. <Criteria

wirich. determine the seriousness, of Licensee's commercialization

interest will be either a commitment for production tooling oc

t.he: continuance of an activeiy funded R&D program.

#. Assignment

This Agreement may be assigned by SPORTEQ to ény successor

in interest to its business in Licensed Products.

9. Notices
BA-A-C 4L} -

Any notice given under this Agreement shall be considered
sufficient if sent by certified mail, return receipt xequested,

to the address specified in the préamble of this Agreement

-

230 °

or to such other address as_may be specified from time to

time by the parties.
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-

This Agreement shall be deemed fto have been rsgotiated, made

preted and the respective rights of the parties hercto shall be

determihgd and enforced in agpordance with Michigan law.
I WYITNESS WIIEREOF, the parties hereto have caused. this

instrument to be executed by their representative duly authorized
i ] S
officcrs on the dates indicated.

. s
R 4

e , a

Aruitoxt provided by Eic:

and performed'in Fichigan. It shall thereforc be.construed, inter-

%
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(2)

(4)

(5)

(8)

7)

" evaluation of possible ‘inventions.

APPEND |’x E

A SHORT BIBLIOGRAPHY OF SIGNIFICANT PUBLICATIONS

] »

Patents at Colleges and Universities, by the Committee on Governmentai
Relations NACUBO (1974). Copies are available on request from the
Commitfee on Governmental Relations, NACUBO, One DuPont Circle (Suite 510),
Washington, D. C. 20036. . -

A publication designed to present guidélines to aid institutions in
formulating patent policies. .

*

Handbook of College and University Administration - Academic (Volumc 2),
prepared by Asa S. Knowles and is available from McGraw-Hill Book Company.

Bl ~

Pages 105-127 of this volume deal with guidelihes to aid institutions in
t+heir formulation of patent policies. |1 also presents a basis or rationale
for the policy's existence. ’

~

What fo Do in Case of an Invention, prepared by the Division-of Industrial
Development and -Research of the University of Utah. ’ -

An outline of what s}eps +he inventor should take in the initiation of the
patent process. :

Patents and the University Inventor, preparéd by Research Corporation,,
405 Lexington Avenue, New_, York, New York 10017. s

Summarizes for the inventor the value of the patent pfocess and the relation-

_ ship that should exist between patents and publications.

General Information Concerning Patents, U.'S, Department of Commerce,
Patent Office. Available from the Superintendent of Documents, U. S.
Government Printing Office, Washington, D. C. 20402.

Y

A brief introduction fo the subject including how the Pafen#~0fficé works,
what applicants must do, and a,definition of patents, copyrights, and
.trademarks. : )

-
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Patents and Inventions: An Information Aid for Inventors, U. s, Depariment

of Commerce, Patent Office. Available from the Superintendent of Documents,

U. S. Government Printing Ofifice, Washiggton, D. C. 20402. ’
/ N

t

A step-by-step guide 1o help the inventor decide whether to apply for a
patent, how to obtain patent protection, and how to promote his invention.

A Primer of U. S. Patent Law, written by Willfam J. Mase and published in
The, Resource (May, 197+ No. 6). Available from Battel le Development
gorporafion. o . g

*

Provides the reaber with a general framework from which the patent process'
develops. |t also develops some basic criteria for the identification and

.
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(8) Evaluating and Patenting Faculty lnaventions, prepared -by Research Corporation,

¢ 405 Lexington Avenue, New York, New York [0017. i .

Develops various topics which should be considered in patent evaluations.
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