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Biography of Mark G. Bloom

. Mark G. Bloom is the Wisconsin Alumni Research Foundation (WARF) Licensing Associate
primarily responsible for protecting and marketing computer Software and multimedia works
developed at the Umversﬂy of Wlsconsm—Madlson R - : =

Mark received his BS from the Ohio State Umver51ty and his JD from the Franklin Pierce Law
Center. While at Franklin Pierce; he served as Issue Editor of IDEA: The Journal of Law and
Technology. Mark is a member of the State Bars of Wisconsin, New York, and Massachusetts, the
Second Circuit Court of Appeals, the Seventh Circuit Court of Appeals, the Court of Appeals for the
DC Circuit, the Court of Appeals for the Federal Circuit, the US Court of Federal Claims, the US Court
of International Trade, the US Supreme Court, and is registered to practice’ before the United States
Patent and Trademark Office.- In addition, he is an active member of numerous professional

* organizations including the American Bar Association; the' American and Wisconsin Intellectual

Property Law Associations, the Licensing Executives Society, the Association of University
Technology Managers, the Association for Computing Machinery, the Computer Society of the
Institute of Electrical and Electronic Engineers, and the American Association for the Advancement of
Science. Before attending law school, Mark worked in sales and marketing for the pharmaceutical,
medical device, and medical diagnostic software industries. Immediately prior to joining WARF,
Mark was a marketing and légal consultant to computer software and bictechnology-based start-up
companies.

Mark brings more than fifteen years of corporate sales, marketing, and intellectual property law
experience to WARF.

When not traveling in Cybersﬁace:'o'n bﬁsin"es.s, Mark and his wife'Beéky reside in Madison.
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WHY SHOULD WE PROTECT
INTELLECTUAL PROPERTY RIGHTS7 .

WHEN we come to Welgh the rights of the several sorts
~ of property which can be held by individuals, and in this ‘
judgment take into consideration only the absolute question
of justice, leaving out the limitations of expedience and
prejudice, it will be clearly seen that intellectual property is,
after all, the only absolute possession in the World. ..

The person who brmgs out of the nothmgness some chlld_t
of their thought has rights therein Wthh cannot belong to any

- other sort of property...

~ Aninventor or author of a book or other contrivance of
thought holds their property, as a god holds it, by right of -

creation..

Whatever tends to lower the protection givento =~~~ "~
intellectual property is so much taken from the forces which
have been activein securmg the advances of soc1ety durmg
the last centuries.” | T T

Professor Nathaniel Shaler

Harvard University -
c. 1936 . ...
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Genesis of University TT

« Prior to ]968 Section 8. 2(b) Petition for Greater
Rights (case-by-case ba513) : : ",
+ 1968-80 - Institutional Patent Agreements (EPAS )

- Unwer51ty of Califomia, WARF Battelle Institute, Jowa State, and
Research Corporation

+ University and Small Business Patent Procedure Act
(P.L.96-517) - the “Bayh-Dole Act of 1980” or the
“Bayh-Dole Act” or the “BDA”

Tuly19,1959 i - Y Advaned Licenring It o ER

National R&D Expendltures by
Source of Funds- -

Development  Applied Research Basic Research
Character of Wark

c Federal Government O Industry
M Universities & Colleges B Other Nen Profit
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National R&D Expcndltures by
Performing Sector

Develepment Applied Research Basic Research
Charscter of Work

B Federal Government {3 Industry
M Universities & Colleges 3 Other Non Profit
Tuly 19. 1999 Advansied Lizensing Institite 4

Source: Sclence & Engineering tndicators. 1996

The University-Industry Connection in
the United States

. A?e'coghi'tion within government circles that basic research conducied by the
university sector provided a vehicle for enhancing the nationat economy by
increasing the flow of knowledge 1o be used by industry.

*

The establishment and success of several research-oriented agencies of the-
Federaf government, in particular the Naticnal Institutes of Health and the
Nitional Sciehce Foundation, the formation of which was stimulated by that
Tecognition,

+ Thi ultimiite passage of legislation which gave the universities the first option
1o retain title to inventions conceived or made during the course of research
conducted by university personnel with funds obtained from thc Fed:ra.l
govermnment Lhrough its various agencies.

Jily 19,1999 Advanced Licensing Institats 3

Federal Legislation
Re: Cooperative Technology Programs

+ Stevenson-Wydler Technolugy Innovation Act--1980
- Facilitated Technology Transfer From Federal Labs

. Bayh—-Dole Umversnty and Sma]l Busmess Patent Al:t—
1980
— Ownership of Patents Vested in Universities

+ Small Business ]nnovatioﬁ Develﬁhment Act—l98ﬁ
~ Started SBIR Program '

Toly [9, 1999 Advarced Licenving Inctiscte 3




Federal Legislation
Re: Cooperative Technology Programs

— Started CRADAs ~
+ Omnibus Trade and Competitiveness Act—1988
— Created NIST’s Manufactiuing Technology Center Programs
+ National Competitiveness Technology Transfer Act—
1989 o e . .
— Federal Labs Cooperative R&D Agreements
+ Defense Conversion, Reinvestment & Transition
Assistance Act—1992 D
— Technology Reinvestment Project (TRP)

July i9, 1999 Advanced Licensing loslioe 7

—}-«.Federal Technology Transfer Act—1986..... ... ...

Dependence of Industry on Academic
Research By Percentage

Industry Products Processcs
Inform ation Processing B b1 2T
Electrical ' R 7
Chem'ical : ’ : g 6
Iastrum ents 21 3
Drogs R . a4 T 37
Metals 22 21
oil - . . 2 g
Source: Science & Enginecring Indicators—198% (M 1d)
Xily 19,1999 Advanced Licenaing hnstilute B

Institutions Having Technology Transfer
Programs.

1972 - 30-

‘1987 - 275

Ry 19,1999 Advanced Licensing Inatinde L




Patents to Universities 1986-1996

T
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Invention Disclosures Received
{All Respondents for each year: 91=130; 92=130; 93=158;
©4=159, 95=173 96=173; 97=175)- - oo
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|Total and New U.S. Applications Filed
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{All Respondents for each year: 91=130; 92=130; 93=153; 94=159; 95=173 96=173;

Start -Ups Formed
{N represents number of institutions providing a response, including a response of
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AUTM Membership 1976-1998
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Universities are Different

. Pol'iﬁwc"’s”éré Alive and Well!

+ Faculty Controlled v. Administration .
+ TTO Separate v. Integral

¢ TTOResources

+ TTO Control over Faculty (Ego?

July 19, 1959 Advanced Livensing bulitute 14

Funding Agreement under BDA

Any contract, grant, or cooperative agreement entered into |.

between any Federal agency and any contractor for the
performance of expenmenta] developmental, or research
work funded in whole or in part by the Federal
government,

Such term includes any assxgnmem, substltlmon nf partles, .

or subcontract of any type entered into for the performance
or experimental, developmental, or research work under a
funding agreement as herein defined.

July 19, 1999 Advanesd Licensing Instinge 18




Invention Definition under the BDA |

Any invention or discovery which is or may be

patentable or otherwise protectable under Title 35
or any novel variety of plant which fs or may be
protectable under the Plant Variety Protection
Act.

July 19,1999 Advanced Licensing lnssintn T

Subject Invention under the BDA

Any invention of the contractor conceived or first
actually reduced to practice in the performancg of -
work under the funding agreement,

July 15,1959 Advanced Lirenaing Institde 20

Title Sequence under the BDA -

* What is sequence in right to title in an invention?
— University has right to retain title—interpreted to mean that title
was with the University ab initio.

— If University declines, title will vest in government through the

specific funding agency--35 U.8,C. 202(d).

— Inventor(s) may petition the'speciﬁc funding agency to obtain

title'to the invention, but must continiie the patenting process. = ™

ly 19,1599 Advanced Licensing IntEfute )
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Exceptions to the BDA Requirement to Give

Federal Agency Rights _

35 US.C. 212

No scholarship, fellowship, training grant or other funding
agreement made by a Federal agency primarily fo an awardex
for educational purposes will contain any provision giving
the Federal agency any rights to inventions made by the
awardee. . - T

Taly 19.199% Advanced Licensing Institote ES

Important BDA Preference (1) -

# Preference for US-based licensees vs. Non-US-
" based licensees = o ' ’ o

Roly 12, 1999 - Advanced Licenaing Institutc . n

Important BDA Preference (2)

# Preference for Small Business licensees vs.
Large Business licensees

July 19, 1959 Advanced Licensing Inatitots 24




Important BDA Preference (3)

+ Preference for Non-exclusive licenses vs . -
Exclusive licenses

Juty 19, 1999 Advanced Licensing Intilte 25

Other Important BDA Terms

+ Inventor(s) must receive share of royalties

+ No predetermination of royalty rates or royalty -
thresholds.

+ Technology must be developed by licensee, Le,
“use it or lose it”. T h T

July 19, 1899 Advapeed Lirensing tatine F

BDA (_:qn_c_lusions_

+ Three things contributed to the success of the BDA and
technology transfer under it; = - o
— Certainty of title in the inventions;
— The inventor remains in the development picture; -
— There is uniformity in the handling of intellectual property under
the Jaw., . . . U
+ Keep in mind that success was achieved without cost to the
taxpayer as occurs with other government programs.

July 19, 1559 Advanced Liscraing Iastibc 27




Most Important TT Issues

o~

+ Maintenance of Academic Freedom
+ Proper Atiribution
+ Equitable Recognition of University Role

+ Equitable Sharing of Royalties

Tuly 19, 1999 Advanced Licensing Instihuie F

Biggest SR TT Mistake No. 1

& Placing unreasonable restrictions on a faculty
member’s right to publish research results, i.¢.,

. seriously impinging upon or outright preventing
the exercise of academic freedom. '
_—.onerous confidentiality requirements are bad news

— short publication delay for patentability review is
usually an acceptable compromise

Juty 19,1999 o  Advanced Lioemsing lnstitute >

Biggest SR TT Mistake No. 2

# Requiring some level of control over faculty- .
based publications resuiting from sponsored
research efforts. -

— requiring editorial control is bad news
- requiring publication-approval is bad news -

Riy1s,1989 - Advisced Ucrning lrotiute. )
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Biggest SR TT Mistake No. 3

+ Demanding a perpetual, worldwide, royalty-free
license (with-the ability to sublicense) to all
inventions, discoveries, ideas, thoughts.....
developed.using sponsored research dollars.. .

— viewed as demeaning and inequitable
— slow or prohibit SR contract negotiation - - -

Juty 19.159% Advanced Lieensing Instinate n

WARF SR Position .

# Right to the first good-faith negotiation fora
royalty-bearing license to a technology:
— developed selely by University researcher(s)
— utilizing specific sponsored research monies.

July 19,1999 Advanoed Licenaing Iactinne 2

Licensee Due Diligence (1) . -

+ Has the University filed patent applications in all
of the relevant markets for the technology?
— domestic vs. foreign rights
— filing costs are an issue

July19. 1999 Advanced Licensing Insiitute 33
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Licensee Due Diligence (2)

ideas prior to the filing of appropriate patent
applications? .

—If'yes, how long ago?

July 19, 1999

Advanced Licenning Institute 34

+ Have the University inventor(s)’ published their .

Licensee Due Diligence (3)
+ Has a validity analysis been conductedto
determine whether the patents that have been
applied for by the University are likely to issue?
— pre-filing by University
— pre-agreement by Licensee ...

hily 19,1959 Advanced Liozming Institvte

Licensee Due Diligence (4)

+ Is the technology properly the subject of patent
protection, or are there other forms of IP
protection that would be more appropriate?

— trade secret
— copyright
—-PVPA

~ plant patent

July 19,1599 Advanced Liconsing Instituie
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Licensee Due Diligence (5) =

+ Have all of the inventor{s) and institution(s)
involved assigned all of their respective rights to

the technology?

— joint inventorship issues

— Inter-Institutional Agreements (IIAs)
— deal only with the lead Institution

July 19, 1959 Adwnced Licensing Instinng

Licensee Due Diligence (6)

# Does the project require access to materials or
information not covered by the technology

license?
— biological materials -

— software

— know-how and/or show-how - -~

iy 19, 1999

Advanced Licensing Instints ]

Licensee Due Diligence (7)

+ Will the licensee exploit the technology in
combination with other technologies, and how .. ..

will that affect the distribution of royalties?
— royalty stacking

— ask for ability to sue infringers

— reduction in royalties if patent does not issue -

Jaly b9, 1999

Advanced Livensing Lastitits




Licensee Due Diligence (8)

+ Besides a consulting arrangement or institutional
royalty-sharing policies, are there other financial
incentives a licensee can offer an inventor?

— equity stake
— stock options

July 19, 1999 Advanced Liomsing Tnatite L]

Licensee Due Diligence (9)

+ Have the IP policies, sponsored research _
guidelines, conflicts-of-interest policies, etc., of
the.university been obieined and reviewed by
licensee’s counsel? : '

—Surf-the Net!.

July 19, 1999 Advanced Licensing Lnslinne 41

Licensee Due Diligence (10)

+ Do you know. the proper party with which you
should be negotiating an agreement, i.e., are
you dealing with a person or entity that can
legaily bind the university to a contractual
arrangement?...

Raly 19, 1999 . Advanced Licenying Tnatitote 42
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The (Infamous) Singer Case

~# Singer vs. The Board of Regents-of the -
University of California System

— royalties vs. sponsored research dollars

— university IP-policies are key

— places negotiation strategy under strict scrutiny
« inventor(s) must be kept fully informed - -~ -~

July 19,1999 Advanced Liceasing Institute ]

Final Words of Advice

+ Look to Universities as rich source for cuiting-
edge technologies o
+ Explore all means of University TT
— licenses
— faculty and students . . .. .
# Know University IP/TT policies
+ Recognize University TT strengths/weaknesses -
+ Treat University as equitable TT partner

uly 15, 1955 Advanced Licensing Inatitde “

More Information

Mark Bloom .
608.263.2830
- mgbloom@facstaff.wisciedu - -
Internet: www. wisc.edu/warf

Copyright © 1999 WARF

Niy19, 1999 Advanced Licensing lustiuge L]
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' University Technology Transfer:
Evolution and Revolution

“Upon this gified age, In its dark hour,
Rains from the sky a meteoric shower

Of Facts - They lie unquestioned, uncombined -
Wisdom enough to leech us of our ill

Is daily spun, but there exists no loom

‘To'weave it into fabric. -

--from a poem by Edna St. Vincent Millay

L Prologue -

Appropriate to the basic research function at universities, it is suggested that the loom for
weaving into a substantive fabric the wisdom derived from the conduct of research lies in the o
en_ﬁghtehed cooperation between the universities, industry and the federal government which,
through voluntary acts and legislative initiatives, has permitted and continues to permit the

transfer of that wisdom to the public for its use and benefit.

II. Technology Transfer Defined

| The concept of technology transfer—the transfer of the results of research from universities to .
the commercial sector—is said to have had its origins in a report made to the President Harry
Truman in 1945 by Dr. Vannevar Bush' cﬁt_itied “Science—The Eﬁdl,ess Fron\t_ier.’_’.‘ Having : = .
witnessed the importance of university research to the national defense for its role in.the . |

: sﬁccessful Manhattan Project, Dr. Bush projected that experience to a r_e_:_cpgnitién.of the value of

university research as a vehicle for enhancing the economy by increasing the pool of knowledge




- of Health, the National Sc1ence Foundation, the office of Naval Research and ultlmately, to the

for use by industry through the support of basic science by the federal government. The report
stimulated substantial and increasing ftmdlng of research by the federal government leading to

the establishment of several research-oriented governmental agencies e. g the National Institutes

acceptance of the funding of basm research as a vital activity of the federal government. . . -

Long before the Vannevar Bush concept, but absent federal support 1n thelr research endeavors
the universities have been engaged in the transfer of the technology, although that spemﬁc term

may not have been applied to their activities.

Their greatest technologj}\transfer efforts have probably been expended in preparing papers 'onl
research results for publication in scientific journals. Another area involves the activities of the
Extension Services, particularly the Agricultural Extension Services, which communicatesa
great variety of useful information, largely technical, but also in social and economic fields, to =

many users, both rural and urban.

- Another area of communication of information lies in the continuing education programs, e.g. in
law, medicine, pharmacy, engineering, to keep professionals in those fields abreast of the latést

developments.

Technical consultanfships provide tebhnology transfer in both directions—the consultant imparts -
 information to whomever is engaging them while the consultant, in turn, can expectsome = =

professional enrichment from that activity.




TN

Still another means for transferring technology is by making a tangible product of research
available to others with or without a view toward commercialization. For example, Seedling

pIants for propagation by others, approprlate fragments of tissue for tissue culture, cell lmes

hybrldomas, and transgenic seeds or ammals as well as mechamcal or electromc prototypes and

computer software programs.

: Thus, technology trahéfér occurs in many ways—through the simple spoken word, t}ifdﬁgh the

" physical transfer of a tangible product of research, through the hiring of students or faculty

consultants, or through the relative complexity of an intellectual property licensing program.” - |

Although all of theseé forms of technology transfer have been and are being practiced today the
focus of this péper is upon the transfer of technology as represented by the transfer of a property
right as the result of ownership of the intellébtual'propeﬁy éénera.ted"dtring':the conduct of .
research. Such ownership may be manifested by patents, copyrights, trademarks, trade secrets or

a proprietary right in the tangible products of research.

M. Intellectual Property

'A. Constitutional Basis

As we all kiiow, the Constitution was drafted in the context of a struggle with a government
which had abused its obligations to defend the tights of its citizens. it was no accident, therefore,
that the salient portion of the Constitution drafted for the purpose of protect'ing your liberties, the
Fifth Amendment, made the Government the servant and protector and not thé master of your

individual rights. The Fifth Amendment of the Bill of Rights provides that:




“No person shall—be deprived of life, liberty, or property, without due . .
process of law; nor shall private property be taken for public use without

just compensation.”. ..

Thus, the Fifth Amendment provides generic protection for individual property. _Since there is
little doubt that the term “property™ as used in the fifth amendmeﬁt includes intellectual property,
it would seem_that:the_ protgqtiog afforded the individual by that amendment would be adequate.
Yet, the framers of the ansti_tutiog_ felt compelled to be even more explicit abq_ut intellectual

property and provided the following language in Article 1, Section 8: ...

“The Congress shall have Power---To promote the Progress of Science and
.useful arts, by securing for limited Times to Authors and Inventors the

exclusive Right to their respective Writings and Discoveries.”™ .
Why this special handling of intellectual property?

There was no recorded debate in the Constitutional Convention on September 5, 1787, when ..
Article I, Section 8, was presented and it was zipp’roved unanimously. That intellectual property,
~ the products of the mind, should prospectively receive legal protection, even from a centralized

Government to be formed, was a principle upon which no one disagreed. .- ..




The power given under this clause is nofgei_leral.. Hence, it expressly éppeafé"'fhéﬁ Co'ngreéls is
not empowéréd' by the Constitution to pass laws for the benefit of protection of authors and

inventors except as a means to “promote the Progress of Science and useful arts.”

P

Under this specific power the present patent statute, Title 35 of the United States Code, (35

" 'U.S.C.) was enacted. It is significant that the face of the patent document contains the following

statement:

'“__these Letters Patent are to grant unto the said claimant(s)—the right to -
“exclude others from making, using, or selling the said invention throughout
the United States.”

and that 35'U.S.C. 261 characterizes this right to exclude as a property right. The technology

transfer function is in great part based upon the recognition of and the specific provision for that

“very special property figlit.

B. Nature of University Research

During the prevalence of the “ivory tower” concept of universities and the research that was

carried out in them, little thought or impetus was given to the transfer of the results of that
research to the public other than through the accepted and aéceptable route of scientific =~

publication. In fact, under that “ivory tower concept, a researcher who accepted a corporate

subsidy aroused the sﬁspidion among his Edlle‘é;gues that he h'a:td'beén'dii/er:téd'ﬁoni':iheir basic

research and had become a tool of vested interests. They had accepted “tainted money.”




When, in 1924, it was suggested at the University of Wisconsin at Madison that a plan be

developed to make use of patentable inve_ntions: genicrat_qd by faculty mem‘;_)grswhich_wqp_ld:_ L

1.. ‘protect the individual taking out the patent;
g 2. insur,e; proper use of the patent; ;u_‘_zd, _at‘.ﬂ‘jl.e same ti_l.'g_e;‘

3. ‘_ f}g_;i_,_r_lg_fmancialrhe,_lp to the University to further its research effort, .

the purists quickly applied the “tainted money” theory to the plan. It was feared that any such
arrangement would divert the scientist from basic research to work only on those ideas which
appeared to have commercial potential. iIn: sothgl_f Wo_:ds, the rescarc_h funci;io_n-woul_d no lqnge;r be
driven by the seeking of new kno_wlpdge but by the doliag—glriven need to sql_ve_ current prqb}cms

in the real world, even to the development of products and processes to market-ready condition.

The fears propounded by the purists then, and which are still embraced in academia by some, did.

not materialize. There was no great rush toward patenting. There was no _f_:,vident.mqumerra_t_
among university researchers toward applied research tied directly to actual product
development. Nor was there any observable change in the research scientists’ attitude. In fact,

University research then, even as now, remained essentially basic in character.

The generation of inventions is almost never the main objective of basic research. If inventions |

do flow from that research activity, it is a largely fortuitous happening that takes place because .

the researcher, or perhaps, an associate, has the ability to see some special relationship between .

their scholarly Wp_r_k_p;qdﬁqjc and the public need. It is from the recognition of this connection, . .

which can convert a discovery or invention into patentable invention, that innovation arises. .




It was not too many years ago that there was little appreciation of the value of intellectual -

property gene'rated during the course of research being conducted on the university campus-or of

the value of that 1nte11ectua1 property to the university if properly transferred to the pnvate sector

for development and marketmg through appropriate arrangements.-In fact On many campuses -

those activities would have even been tinwelcome as an incursion into academic pursuits as was -

the early experience at the University of Wisconsir. Nevertheless, prior to i:h‘ef legislaﬁve -
initiatives under which, today, most universities engage in the protection and licensing of
intellectual property, several universities and organizations carried out such practices with the
attendant‘oppertunity to generate funds to aid in supporting research efforts. Promiinent among
such institutions were the University of California, Towa Sate University, Battélle Development
Corpore.tion, Research Corporation (Whieh represented an number of universities), and the
University of Wisconsin-Madison through its patent management organization the Wisconsin

Alumri Research Foundation (WARF)."

. C. The Governient Sector -

During the early history of the United States very little technical development work was dorie by

* the Government and therefore, as a practical matter, the question of the Govérnment owning a =

patent never arose. Gradually, federal agencies begun to undertake the practical kind of
developfhent work which led to ~’iﬁveﬁti6ns. Prior to World War 11, when almost all Government-
financed research aﬁd deﬁelbpment work was conducted in federal laboratories by full-time

Government emiployees, there was a small but recurring problem of what to do with inventions
resulting'ﬁ'oiﬁ such work—inventions which; if miade’ by private parties, would have become the

subject of patent applications.




This situation changed rapidly during and after World War II when the technological demands
imposed by more and more sophis_ticatcd-mil_i_tary requirements, as well as the ingreasing

complexity of support services, made it quickly evident that there were not sufficient resources

within the Government to undertake all the scientific projects necessary to a winning war effort.. .~

The absolute necessity to utilize the best technical ability available, regardless of its locus, . . .
spawned a rapid proliferation of Government-sponsored and government-funded research and

development contracts. .. -

~ The proper disposition.of rights to patents resplting from this work was theoretically as important

then as now but was never seriously addressed as a major problem because of the exigenciesof

wartime needs. -

The basic issue was whether the Government should always take the commercial rightsto.. -
patentable inventions generated under a Government sponsored contract or from Government-

funded reéearch or whether such rights would be better left with the contractbr or grant _‘rc‘eci_pign_t -

to permit utilizing the patent system for transferring the technology developed to the public. - .. -

sector for its use and b.eneﬁt_. e e

Following the end of World War II, the rapid technological strides made under the impetus ofa . .
wartime footing and the obvious necessity for continuing technological superiority, at least i'n:;‘: -
defense-oriented efforts, made it imperative to continue to-provide public support for science.. .

Nor was this support limited to the military. For example, in 1950 Congtess finally providedan




anrual budget of $15 million for the National Science Foundation to conduct basic scientific

research at universities.

P

During this same périéd,huﬁdre‘dé of millions of dollars were appropriated by the Governmerit in

the area of medical research in the beginnings of an all-out attack on disease.

With the rapi&' eXbé’.ﬂsiOn of scientific projects being undertaken and supported by the

Government, the same shortage of technical ability and facilities continued fo prevail as had been - -

experienced under the pressures of World War II. Sincé the Government could not do all the

necessary work in its own faé'i:l'i‘ti'és;'quali.ﬁéd private companies, universities and nonprofit
organizétidﬁs were 'sbughf out to perform many of the pfbgrams thf()ugh contractual
axrangeméﬁts. In each arrangement, the same old problem of ownership of patent rights existed
but was séldoiﬁ,‘if ever, directly addressed. In the case of universities and other non-profit =

organizations, few were engaged at the time in patenting the results of research and in -

technology transfer activities. Since one of the prime objectives of such an institution was to

support its respective research efforts and since the government was a ready source of fundsfor =~

supporting such efforts, the ‘preVdiIiﬁg‘éttitude was simply to “take the money and run” with little

thoughi being given to the underlying property rights and the valué of those rights in the long "~

term.

The Government itself had riot developed a uniform patent policy for all of its agenciés regarding -
the disposition of rights in intellectual property generated during the coursé of research

supported by those agencies. In fact, there was no existing statutory authority which gave the




agencies the right to hold patents or license technology. - Such acts were viewed as objectives of
the agency mission. Consequently, each governmental agency which supported a research

and/or development effort, through either or both of contractual or grant arrangements, -

 developed its own policy. The ultimate result was that many and varied policies evolved fothe =~~~

point that the university sector was faced with the prospect of having to deal with some 26
different agency policies. Also, since to support a given research pursuit, funds from different
agencies were often co-mingled, more than a single agency policy had to be cori;sidarqd with the

most restrictive policy b;:cor_ni_ng ’_[he copt_roll__i_ng poli_cy_,

Operating under the various agency policies, the Government had accumulated in its patent

portfolio about 30,000 patents of ‘which only about 5% had becn }jccnsqd_ ,and\ the inver_l_t_i_onsqu L

which had found their way into commercial use in an even smaller percentage. Thus, withthe

Government, as represented by its agencies, espousing, in the main, a non-exclusive licensing =

policy the experience of licensing Government-owned patent had been irrefutably one of non-

‘use. For example, in 1978 NASA reported that through 1978 1t lhlad_ha_d 3_1_,3:5_7. comtractor .

inventions.reported to it. Of those, title had been waived to the contractor in 1,254 cases, ,or_lgss_

than 4%. The results of NASA’s own licensing program were said-to have been disappointment

representing a commercialization rate of less than 1%.. In contrast, the rate of commercialization

‘of the waived inventions was consistently in the 18-20% range. Therefore, the intended benefits
which were to flow to the public in the form of new products and processes as a result of federal
support of research both intramurally and in the university sector and stimulated through useof . ..

the patent system were left unrealized. .
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An interesting comparison along these lihes was made by Harbridge House? in its 1968 study of-
Government-funded patents put into use between 1957 and 1962. ‘Tt was found that contractor-

held inventions were 10.7 times as likely as Government-held inventions to be utilized in~

.'/h“\\

Pl

~ products or processes employed in the private sector for thie benefit of the public. 7

Moreover, under the agency policies then in placé, Government ownership of a patent was in'a-
sense an anomaly. The patent system was created as an incentive to ifivent, develop; and exploit *
new technology to promote science and useful arts fot the benefit of the public. ' When the
government held title to those many inventions under the aegis that the inventions should be -
freely available to all, much the same as if the invention had been disclosed in a.‘publication, the
patent system could not operate in the'manner in which it was intended. ‘The incentive inhererit -
in the right to exclude conferred upon the private owner of the patent, and which is the
inducement -t'b ‘development efforts necessary to the marketing of new products or the tse of new

processes; was simply not available. What is available to everyone is of interést to no one.

The ineffectiveness and inadvisability of such agency policies anid their adverse effect on the

public benefit should have been apparent.>

D. Government PoIicI-Move Towards Uniformity - -

In 1963, Dr. Jerome Weisner, President Kenhedy’s 'Science‘Advisor and later Dean of MIT’s -
School of Engineering, recognized a need for some guidelines to effect a more uniform™ -
Government policy toward inventions and patéﬁts on a-Government-wide basis. “The results of

Dr. Weisner’s study culminated in the Policy Statement issued on October 10, 1963 by President

11




John F. Kennedy” to establish Government-wide objectives and criteria, subject to existing ..
statutory: requirements, for the allocation of rights to inventions as between the Government and

its contractors, which would best serve the overall public interest while encouraging

development and utilization of the inventions. | ..

Since the policy,- as promulgated, would most likely have to be revised after experience had been

gained in operating under it, a Patent Advisory Panel was established under the Federal Council =~

for Science and Technology to.assist-the Agencies in implementing the Policy, acquiring dataon

the Agencies’ operations under the policy, and making recommendations regarding the
utilization of Government-owned patents. In December 1965, the Federal Council established .

the Committee on Government Patent Policy to assess how the Policy was working.

The studies and expetience of the Committee and the Panel culminated in the issuance of a
~ revised Statement of Government Patent Policy by President Richard M. Nixon on August 23, .

1971.° The changes effected in the Nixon Policy Statement were made as a result of analysis of-

the effects of the Policy.on the public interest over the seven years from the Kennedy Policy. -

Statement. The fundamental thrust of that statement was:

A single presumption of ownership of patent rights to government- . .
sponsored inventions either in the government or its contractors isnota ..
satisfactory basis for government patent policy.and, that a flexible, .. = . .

government-wide policy best serves the public interest. .. . |

12




The considerations basic to the Statement of Government Patent Policy were the following: -

(a) The Government expends large sums for the conduct of research and development which

(b)  The inventions in scientific and technological fields resulting from work performed under ~
Government contracts constitute a valuable national resource. -~ |

() - The use and practice of these inventions and discoveries should stimulate iﬁventdrs,-ir'leét' L

 the needs of the goverriment, recognize the equities of 'the'dontréctbr, and serve 'the'publi'c

“interest.’

(d) - The public interest in a dynamic and efficient economy requires that efforts be made'to ™

encourage the expeditious development and civilian use of these inventions. Both the
need for incentives to draw forth private initiatives to this end, and the need to pfdrnote
healthy competition in industry must be weighed in the ‘dispo'siition of patent rights under’
~. governmeént contracts. Where the contractor acquires exclusive rights, he remains subject

to the provisions of the antitrust laws. ~

(6)  The public interest is also served by sharing of benefits of Governtnent-financed tesearch ~

“and development with foreign countries to a degree consistent with our international

-programs and with the dbjectivés of US. foreign policy. e

(f)  There is growing importance attaching to the acquisition of foreign patent rightsin =~ -
furtherance of the interest of U.S. industry and the Government.

()  The prudent administration of Government research and development calls for a
Government-wide policy on the disposition of inVention’é made under Government

contracts reflecting common principles and objectives, to the extent consistent with the

13




missions of the respective agencies. The policy must recognize the need for flexibility.to .

accommodate special situations.

~ Although there is evidence that the guidelines did bring the patent practices of the Agencies into
greater harmony, divergent policies still existed and there was a strong presumption, ifnot - -
evidence, in terms of the transfer of technology to the public sector, that the more restrictive the
policy of the Agency, i.e. the more “title” o_riénted the Agency was toward inventions and patents

generated under its fundingi.@ the Agency generally took title to most if not all inventions made
with the use of the funds, the less was the likelihood that the technqlogy would be .transferrcf:(__i for

‘the public benefit.

E. Institutional Patent Agreements -

During the period from.1963 to 1971, while experience with the Weisner-Kennedy effort was
being gained, further efforts:were being made to persuade several federal agencies, specifically
the Department of Health, Education and Welfare (now Health and Human Services or HHS) -
and the National Science Foundation, to enter into Institutional Patent Agreements, (IPAs) with
‘universities. Thepolicies of both of these agencies permitted a waiver of rights to the inventions
made with their funds (referred to as an 8.2(b) petition for grant of grea;tg;._rights). However, on
the very few occasions where such a waiver was granted, it was s0 fraught with restrictive
provisions that it presented an unworkable basis for tra_rll_sferri:ng_te.chnology to the private sector.
No commercial firm was.willing, under the conditions imposed under many of the waivers, to. -

risk the expenditure of the :n_e_c__:gssaxy development funds. ..
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Subsequently, after five years of negotiation, the then Department of Heé'lth,'Edixcation and
Welfare, in 1968, issued its first new IPA to the University of Wisconsin-Madison (via WARF).

This was followed in 1973, after another five years of effort, by an Institutional Patent

L

./I-‘\ ,

Agreement® between the National Science Foundation and the University of Wisconsin-Madison

(again, via WARF). The first ever of Sneh'agfeemenfe with that agency.

That evidence of not;enjy tﬂe :aﬁailability of an IPA, but thatr those two agencies would 'a'ctually‘“‘

grant them, npneéied to if)re{rieie some unpetus to universities to engage in'the technology

 transfer business. Nevertheless, some of the :prOVisiéné of the IPAs available form those two

agencies were unacceptable under some universities’ policies, while many other governmertal

agencies still clung tenaciously to the policy of taking title to all inventions made with funds they

* had supplied.

Fundamental to the success of technology transfer under the IPAs was the vestment of certainty
of title to inventions held by’lf.he nnivei'”'s'i'ties under those agieenien'ts..' That factor and, in
addition, the ability of universities to grant exclusive licensés were ifstriimental inthe *
subsequent 'Willfngness ef private se:ctc:;)f'indnstry to engage in licensing arrangements with

universities that had IPAs.

Although limited to two agencies, the IPAs were not only important as manifesting a change in

the attitude of those agencies and potential licensees but, mbre'imnortanﬂy, as éstablishing, =
through negotiation, terms and provisions which were carried into and set the tone for the'

legislative effort which culminated in the passage of Public Law 96-5 17, the Small Businessand
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University Patent Protection Act, in 1980 (better kpow_n_ as the Bayh-Dole Ac_t). In fact, that law

is often looked upon as a codification of the terms and provisions of the IPAs,

F.  TheBayhDoleAet! .

The passage of the Bayh-Dole Act was thcrrcwar_‘c:i_f(_)r_almqs’_[:ZO years of effort by the non-p;oﬁt .
sector to stimulaté the transfer of technology through the vehicle of the patent system. It was the
culmination of thq many p_i:eces_‘ of legislation. introduced over many ye_ars_that had .s_;_o_:_)ugl_ut tg _
establish a uniform patent policy within the government. It s}{ould bg ‘co_n_gideregl‘ gla_nqurk L
piece of legislation in that, aﬁgr many false starts and unsuccessful .effo’_l‘ftsrd.i‘t_ _w:as_, finally,a.

recognition by Congress:

(1)  that imagination and creativity are truly a national resource;

(2) that the patent system is the vehicle which permits us to deliver that resource to the
public;

' t3) that placing the stewardship of the results of bas‘ic_:‘_rc_scal_'ch_ in___tl?elila;_lds qf gmygy_sities
and small bu.s:i_:nc:s_‘s 1s _i_1_'_1_, the publ@c ,‘intere_st; _arg_d, significantly, =

(4)  that the existing federal patent policy was placing the nation on peril during a time When
intellectual property rights and innovaﬁon were becoming the preferred currency 1n

- foreign affairs.
The most significant feature of the Act was that it changed the presumption of title to any

invention made by small business, universities and other non-profit entities through the use, in

whole or in _paift, of government funds from the government to the contractor-grantee. Another
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factor, often overlooked, is that the Act did away with the distinction between grants and

contracts, which agencies had often made when dealing with universities, a distinction which a

number of agencies rigorously applied in their zeal to retain rights to intellectual property asa -~~~

contractual obligation,

It is also not universally recognized that the Act provided, for the very first time, statutory
authority for the Government to apply for, obtain and maintain patents on inventions in bdt_h the

United States and foreign countries and to licensé those inventions on a non-exclusive; partlally i

exclusive or exclusive basis. The passage of the law was not, however, the end of the battle, Tt~

took over a yeér 16 settle the contthersy which arose over the drafting of the regulations under =
the law. During the course of the legislative effort, an almost adversarial relationship had =~
devéloped as between the University sector on the one hand and the Departments of Energy,
Defense, and NASA on the other hand. The nature of that relationship became very clear when
those agencies combined to voluntarily draft regulations which actually controverted the law and
its intention. As a consequence, much éreatéf attention wés given to the 'régu.l.aﬁdns"by a’
university group which promulgated regulations that'afforded protection against both arbitrary
exemptions to the law at agency discretion and o the exercise of march:in rights by the

Government,

The Bayh-Dole Act represented the first cautious step into a new rélationship between the -
Government, as represented by its agencies, and the universities. It also presaged a new and |
closer relationship with mdustry The certainty of title in the universities to inventions made with

government funds afforded by the Bayh-Dole Act, which was the stimulus to successful ~
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technology transfer under the Institutional Patent Agreements, provided the major impetus to

new and expanding university-industry relationships. Inasmuch as the Government alWays

receives and irrevocable royalty-free license under any of such inventions, and because of other

e

provisions of the Bayh-Dole Act and the ensuing regulations under that Act;'the'i;?latfi(_)lliShjp is,

in reality, a university-industry-government relationship.

Iv.

The Economic Climate . .

‘To more fully appreciate what has __evqugd through thc sequence of events which has been

enumerated, it must be kept in mind that through this period, the economy of the country as a

whole, as well as the economy of each state, was and still is in transition. Today, universities

operate in an economic climate which: .

()

@

@)

“
&)

®

is knowledge based—not capital based (although, without question, availability of capital .

18 a necessity);

is entrep;gneyﬁall_y _l_:)ase_d—_—wimessl_zt:he large numbers of new companies created in
recent years;

involves world markets—the international aspect of protection for intellectual property
generated through the research function must be a consideration;

reflects continuous and often radical technology changes;

is becoming more decentralized—making state and local options and initiatives more ..

significant;

is an economy of appropriateness not one of scale—i.e., merely increasing the size of &

production plant will not necessarily reduce the cost of product or increase its quality;
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(7)  is increasingly competitive on a global scale—witness the advent of the European -

economic community and other geographic ecotiomic blocks.

.'/‘_\\~

.‘/-‘.\ R

In view of this contlnually evélviné 'éébhoﬁlic climate, and since new products arise from new
fundamental ideas as well as from new applications of 'eiisfing tééhnolbgy; the necessity for

supporting research is evident. However, support of research is not enough. That suppdrt must
be coupled with a creative technology transfer capability. Invention without innovation has .Ilitﬂe o

economic value.

With the passage of the Bayh-Dole Act and, in the same year, the decision of the Supreme Court
in the Chakrabarty Case,® which stood for the proposition that merely because something was =
alive (in that case a bacterium) it was not precluded. form béing:patentéb'ie,'along‘ with the
evolution of genetic engineering concepts, the universities were literally propelled into an
aﬁareness" of the potential economic value of the technology that was being generated ini their
research programs. That fact made it self-evident that steps had to be taken to make innovation
follow invention since invention alone holds little hope for generating needed revenues to
support an expanding réSéafch effort. Because the government has been and still is the primary -

source of the funds supporting the research effort at imiversities, thé'passage'of the Bayh-Dole

* Act permitted the universities to position themselves, through the establishment or expansion of -

- technology transfer capabilities, to better insure that innovation would follow invention, -~
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V. Government Patent Policy Reshaped
At the outset it must be presumed that Government research dollars are made available in the

expectation of not only developing basic knowledge, but also in the expectation that the funded

 research will lead to products, processes and techniques which will be useful and acceptable in .

all or part of our society to improve the well-being of society in géne_,ralt _

In the face of this presumption it is apparent tha’_t inventions, whether made through the..

expenditure of private or governmental funds, are of little value to society unless and until they .

are utilized by society. In order to achieve such utilization it is essential that the invention be
- placed in a form or condition which will be acceptable and beneficial to the public.. In other
words, the technology must somehow be transferred to the public sector. To quote Thomas

Edison: “The value of an ide_a lies in t:hg..iqs_i_ng_ of it.”

In a free enterprise system such transfer is normally accomplished as the result of pertir_l_ent:‘_a__r.l_d,
appropr_iaté activities of private enterprise. Since such activities obvipusly entail the.

commitment and expenditure of substantial monies—many times the amdunt needed to make the.
invention—adequate and appropriate, incentj;?ze_s to such commitment and cxg_e_gditqre_:s mustbe .

afforded. Consequently, and since the patent system provides such incentives and is the most -

viable vehicle for accomplishing the transfer of technology, full and:ca:cﬁal_qonsiderati_gn must .

be given to the making of any policy which will affect the transfer of technology that has been -
generated in whole or in part by Government-funded research. In addition, careful consideration
must also be given to propbsed changes in the patent laws, including proposed treaty

accommodations, which could adversely affect the technology transfer capabilities.




One would not disagree that the primary "'ebjeeti\}e_s ofa deernrnent patent policy should be to:

(1)  promote further development and utrhzatlon of inventions made in whole or in part w1th

- government funds;

(@ ensure that the Govemnment’s interest in practicing inventions resulting from its support is
protected;

(3)  ensure that the intellectual property rights in Government sponsored invenitions are not

used for unfair, anti-competitive or suppressive purposes;
(4)  minimize the cost of administering patent policies through uniform principles; and k_
(5)° attract the best qualified contractors.

However, of all of the considerations attendant upon the establishment of a governmental patent
policy only one consideration should be paramount:
In whose hands will the Vestiture of primm rights to

nventlons serve to transfer the 1nvent1ve technologyj most

au1cklv to the Dubhc for lts use and beneﬁt‘7

* The passage of the Bayh-Dole Act was the begmmng of the reshaplng of Federal Patent Polrcy

Subsequent events between 1981 and 1985 further shaped that policy. The Bayh—l')ole Act, the

first event, becarne effectlve on July 1, 1981 The Congressmnal 1ntent in 1ts passage is
_ abundantly clear from the recrtatmn of the Polrcy and ObJ ectlves portron of the Act 35 U S C

200.°
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The second event was the issuance in 1982 by the Office of Management and Budget policy
guidance to federal agencies for implementing the Bayh-Dole Act in the form of OMB Circular

A-124.1° This Circular clarified provisions in the Bayh-Dole Act regarding:

(1) . standard patent rights clauses for use in federal funding agreements;
3} reporting requirements for universities electing title; and

. 3) special federal rights in inventions.

A third event was the issuance of a Presidential Memorandum on Government Poiicy” under

" which federal ageheies; Wete d1rected ;to:‘ etttetid the :'term's‘ and Iatetriétona’of theé]?{aYh-Dole :Aetto
all government contractors with a follow on amendment to the Federal _A_cquisiti_on Régu_lation__s
(FAR) to assure that all federaI R&D agenc1es would 1mplement the Bayh—Dole Act and the

Pre31dent1al Memorandu:m

The fourth event was the amendment of the Bayh Dole Act by Pubhc Law 98 62012 to Temove
some politically-motivated restnctlons on excluswe hcensmg placed in the onglnal Bayh-Dole
Act. That law in essence, made the Department of Commerce the lead Agency in admm13trat10n

of the Bayh—Dole Act as amended
The fifth event whwh d1d not occur untll 1987 compnsed pubhcatlon of rulemaklng” by the N "

Department of Commerce whlch ﬁnahzed the prov1smns of the Bayh-Dole Act P L 98 620 the

~ OMB Circular A-124 and the Presidential Memorandum.
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Also, in this same period the establishment of the Court of Appe'alS for the Federal Circuit, under
the able leadership of Chief Judge Howard Markey, gave further impetus to-the value of patents - =~

and a uniformity to théir interpretation which put to rest the disparitiés which existed among the * -~

Judicial' Circuits and had led to forum shopping in patent litigation. The paraphrase Chief Judge ' -
Markey—no institution has done so much for so many with so little understanding as the United

' States Patent Systém."

The government patent policy, as reshaped by the events noted, presented a charge and a
challenge—a charge to show, through performance, that the confidence which was placed in the
hands of the universities by Congress to traﬁsfe'f technology for the public benefit wasnot ™
misplaced—a challenge to- maximize the benefits which can be derived from the opportunity
offered through that patent policy to aid in maintaining the United States as the world leader in

innovation. = -

These events, led by the passage of the Bayh-Dole Act created the revolution' in university

technology transfer. -
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VI.  The Impact of the Bayh-Dole Act

How can the practical impact on universities of the Bayh-Dole Act and the reshaped Government

patent policy be measured? - Since we are dealing for the most part with the transferof . . . .

an obvious answer is to look at the change in the number of patents issued to universities and
other non-proﬁf entities, e.g. teaching hospitals, since the effective date of the Bayh-Dole Actin
1981. The growth and trend lines are evident. The university sector now receives about 3% of

all United States origin patents issued. ..

If the total count of pat@n’_f_s_:-,is_sued is inclusive of non-profit entities in addition to.the
universities, the observable impact of the Bayh-Dole Act is even greater. In addition, because

more institutions have technology transfer programs, a greater number of institutions are

receiving patents. The real measure of technology transfer is not, of course, the numberof . .. ..

patents which the university sector holds, but the amount of technology represented in and by
those patents which has been transferred to the private sector for further development into .
products and processes useful to mankind. In a study conducted in 1989 among executivesrin -
various industrieé, it was shown that a number of industries, especially pharmaceuticals, relied
heavily on research conducted at universities for new products or for shorténing the ﬁme |

necessary to bring a product or process into commercial use.
What has been the licensing experience? The most recent licensing survey by the Association of

University Technology Ménagers (the “AUTM Survey”)14 shows a continuing growth in

patenting and licensing activities by the university sector. The data presented in the AUTM
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Survey was utilized by the General Accounting Office (GAO) in part in formulating its required

periodic review of the administration of the Bayh-Dole Act."” -

According tothe AUTM Sutvey; at the end of fiscal year 1996, the university sector reported ~ =
almost 11,000 active licenses or options. The patenting and licensing activities are, of course,

 based upon the number of invention disclosures received and the patent applications filed. The

invention disclosures received have been iﬁcreasing every year and in 1997 reached 11,303. The o

number of total and new applications filed, as might be expected, have also increased year-to

year to a total of 6,629 new applicaﬁons in1997.

As aresult of these patenting and licensing activities; universities and teaching hospitals have - -

.experienced' growing royalty income which reached 492 million dollars in 1997. For the most = - .

part, these monies, after sharing with the invention or inventor group, are utilized to support"

furthersresearch within the university or teaching hospital. .Licenses and options executed have

increased steadily since the passage ofithe Bayh-Dole Act, representing both an increase inthe = .-

number of universities engaging in patenting and technology transfer activities and in the

- increasing activities of those universities already engaged in those functions: “In accordance with -

the GAO report for fiscal 1996, the percent increase from the previous year was 8.4 --'p_‘e.rcent-forr-- =

recurring correspondents in the AUTM survey.. About 10.9 percent of the licenses or opfions

granted were to start-upcompanies. 54.7 percent were to small businesses. Moreover; at the'enid =

of fiscal 1996, the university sector reported 10,487 active licenses or options, the latter beingup =~

by 12.9 percent over the previous year.' The number of such licensees and options producing

income increased by 16.1 percent over the previous year while the income of $365.2 million™ - - ™

generated by those activities in 1996 represented an increase of 22.1 percent over 1995.
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Another significant outgrowth of the university technology transfer programs are the number of .

new start-up companies which have been formed that find their basis in the technology generated

during the course of basic research. According to the AUTM Survey, morethan2,200new .~

university-technology-based start-up companies. have been formed since 1981.. The most visible . ..
‘example of this:phenomenon has been in the field of biotechnology. In fact, the biotechnology

industry arguably evolved from basic university research..

~ The impact of the Bayh-Dole Act is also seen in other indicators. For.example, another excellent .

indicator which parallels the growth of the technology transfer function in the university sector is

the growth of the membership in AUTM. . After the passage of the Bayh-Dole Act, and . -

particularly. after the effective date of'that Act in .1981'., there has.been a dramatic increase inthe:" :

number of AUTM members to the current level of approximately 2000.. Growth in non-US- ..~

based AUTM membership:has:also dramatically increased as other:countries recognize the .= : .= =

contributions which their universities can make as‘'modeled on'the United States experience. . .

Although, the foregoing figures represent:the effect of all licensing activities and not only those -
attributable directly-to operation under-the Bayh-Dole Act, it is submitted that because of the -
overwhelming support of research and development in the university sector by government - =

funding, for example being 60.2% of all funding in 1995, and the traditional co-mingling of -

funding by the universities it is:legitimate. to conclude that the:bulk of patenting and licensing .. -

activity in the university sector is government-fund driven and falls within the ambit of the. ~ "» .

Bayh-Dole Act.
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In sum, several factors have contributed to the success of the Bayh-Dole Act and the transfer of

technology under it. They are:

" (1) - -The continuing support for basic research by the fe_deralébx'réfhhaent," S
(2)  the ownership of the inventions by the universities as opposed to the government, -
(3)  the inventor rémains in the development picture, and

(4)  the uniformity of handling intellectual property generated with federal support regardless

of the federal agency from which the support funds were obtained.

'One important factor, which is often overlooked, is that the:: success was achieved without costto -
the taxpayer. In other words, no separate appropriation of government funds was neededto = *
establish or manage the effort. In fact, it has been estimated that the economic benefits flowing
from the universities' 'licenéiﬁg' activities adds about $24.8 billion per year to the United States-

economy.

Significant as that dollar amount is, it Shduld not be overlooked thatuniversity inventions, =
arising, as most of them do; from basic research, have led to many products which have or
exhibit the cap_ability of saving lives or of improving the lives; safety aﬁd'heeilth of the citizens of
the United States and around the world. In that cdﬁtext, their contribution to society is

immeasurable.
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VII. The Heritage of the Bayh-Dole Act

The Bayh-Dole Act can be given credit for focusing congressional interest on intellectual

- property-oriented legislation. With that focus established, the years since have seen many pieces

of such legislation introduced. Some have become law, most have not. One piece of legislation
which could be considered to have been almost directly spawned because of or as the result of
- the Bayh-Dole Act is the Federal Technology Transfer Act of 1986 (FTTA). That act was

introduced as an amendment to the Stevenson-Wydler Act of 1980 which act had been intended

" to promote the utilization of technology generated in government laboratories, but was singularly

unsuccessful in accomplishing that goal. ..

The FTTA was largely a response to the increasingly tough international competition facing the

United States and the prevalent complaint that “the US wins Nobel Prizes while other countries -

walk off with the market.” The designers of the FTTA built the act under certain fundamental . _

principles: .- |

(1)_ The federal government will continue to underwrite the cost of much .import_ar;t,..basi_q' »
research in scientifically promising areas that takes place in the United States.

(2)  Transferring this research from the labbratory to the marketplace is priméu‘ily the job of

the private sector, with which the federal government should not compete. ... ... ... = L

(3)  The federal government.can encourage the private sector to undertake this by judicious -

 reliance on market-oriented incentives and protection of proprietary interests.
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The pri_nCibléS enumerated were first tested thioﬁgh:éxpeﬁencé with the Bayh-Dole Act and the S
FTTA responded to the léssons learned from that law, perhaps the most itﬁi:ortarit of whichwas =

its success in promoting university-industry cooperation.”

The FTTA is, clearly, a direct highly beneficial legacy of the B'afzhiDOIe Act,ashasbeen =~

'additioﬁél.législa:ti'on ‘des'igﬁ_e_d to e"xpan'd the use of the résults of research carried out within

government—dv'\}hed' government operated laboratoties by expanding the licensing opportunities -
for those laboratories.

VI Commentary

The growth:of technology transfer has taken place over'the Jast 30 years in an environment that

slowly progressed from hostile to favorable. That p.r'o'g'r&s.ion:vi}as' given major impetus by the
passagé'i;'f tﬁe Bayh-Dole Act. During that period we have seen a dramatic change in the attitude

of the justice department and the interpretation of the anti-trust laws where patents and anti-trast
are no longer vjeWéd as antithetical. We have seen a move toward a favorable statutory basis .
under which we have much greater freedom to top’erate.:‘ We have had an active effort by various

administrations to obtain eqﬁitable treatment for U.S. :ciﬁiéns in foreign Vehué's, both in trade

 and intellectual property pursﬁits. We have had numerous and far-reaching changes in the patent

laws of those .fcg':reign' verues which have provided greater opportunities for technology transfer
to these venues. We have also ékﬁerienc;:d extensive changes in our own patent laws and =
practices which have further expanded the opportunities to engage in technology transfer. We
have had the benefit of a kﬁowledgeable court in the Court of Appeals for the Federal Circuit

which has slain many of the mythical dragons attached to intellectual property law to provide
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uniformity of interpretation of those laws and bgfpre which we can expect cq_t}i‘tz._tblggtfeamjt_ent.: L

 We have obtained the attention of congress and, particularly, the attention in that body tothe
university sector’s perspective on intellectual property laff?v;issues: _Wg.hgve scen the intr_odpcﬁpn
- and passage of legislation favorable to the universities and their technology traﬁéfer efforté. We

have also seen developed, not only in the university sector, but in university-industry

relationships and university-industry-government relationship, a greater awareness of technology =

transfer and a growing recognition of the possi@iliﬁes which can be made available through o

creaﬁve technology transfer efforts and a much greater sophistication in handling fhosg o
- possibilities. Today we operate in a climate which recognizes the value of intellectual property
and the technology transfer function. We would like to think that much of this has come abou_t.
because the universities, as a source of fundamental disquerie_s,and inventions, haVe been th é

source of gnl_i_ghtemiqent_for a recognition of the value of innovation,

However, a word of caution! We work in a very uncertain business yvhere,_ron the avgrag_e,‘it
takes in excess of ten years and hundreds of thousands, even millions, of dollars to bring_én o
invention to the marketplace. We must also remember that, as a ligensor, we h;_we very l__i_ttl.:e;_‘ o |
actual con’gl_:ol_ over the process by WhiCh an ipvention is b’rought to thc.p}a_rket or how,

ultimately, it is marketed.. We are always vulnerable to the attacks of special interest groups,

whether inside or outside government, which are based not on fact but on emotion or whichmay

be waged for psychological reasons. As long as envy and jealously are part of the human |

condition such a’ptggl;s are _iI_l_e\_(itablc, only ;he._intengity_will__rise and fall.
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The emphasis today, especially in our nation’s capital, is “global competitiveness.” That the
university sector has made a tangible contribution to the competitiveness of the United States in

a global market through the technology transfer function cannot be denied. The seminal piece of

-1egislaﬁbﬁ“Whi'c‘h'maae;-that~¢cﬁﬁibﬁtioﬁ'pd§sib1e ‘was the Bayh-Dole Act. Without doubt, the

objectives'® of the Act has been realized. ‘Through goperatioh"ﬁhdér'that Act:

(D) S.mél'l"Bllzjsiﬁéss”,' which is 'frec‘ltieriﬂy.th'e‘ test bed for émbryonic university technologies, =~
has benefited to a very large extent; = |

(2)  the government is comforted in Khowing that taxpayer dollars, which support the bulk of
basic research in the university sector, have lead to the development of producfs and the
use of processes that have advanced the quality of life for its citizens.

3) 1ndustry can rely on a source of technology, data and information and a pipelineof ~ *

" manpower which fulfills its needs and feeds the-production processes. E

In sum, all sections of society enjoy both the protection and benefits afforded under the Bayh- -

Dole Act and its progeny.

In recent years, we have been experiencing an increasing incidence of efforts to restrict or curtail -

the te'cilh'dl'b'g& transfer ':éépabiliﬁes"df'ﬂle University sector under the Bayh-Dole Act through
government agency actions, agency programs and legislativé activities and through agency-"
industry consortiums. For example, péndihg' legislation would disenfranchise the universities, as’

well as other non-manufacturing énﬁt'iés:ﬁtiiiﬁng the patent system, from exercisingthe ~~

31




constitutional-based right vested in the patentee to exclude others from practicing the invention

patented. . . . o

We must understand that no matter how.much money we spend on research and development the, .

findings are not going to bena_ﬁt:the pubhc _gnlc_ss there are :sui_';able_ 1ncent1ves to investin
coﬁlmercialization. And because no one knows which venture will succeed, we must strive for a
society and an environment ruled by the __fa_ith:‘that_thc_ guarantee Qf rea;pnable prqﬁt_s .frqm 1_‘.i51_.<-
taking will call forth the endless stream of inventions, enterp;;isc and art necessary tqlries_o;‘l_yc
society’s problems. The words of the poet Ed::}a:S_t. Vincf?nt M111ay seem to hz;\_re b_ee:g Wittf?!l-

especially for this situation. .

We have already passed through an era where science was being made subsqnfient t{c;_poli__ti;_is.\ In
today’s technologically intense atmosphere, where the maximum protection for intellectual
-property is more than ever necessary to provide protection for the heavy investment necessary to

technology development, we must remain alert.

Even in the current favorable climate for university technology transfer as the heritage of the
Bayh-Dole Act, views on the issues in the control of intellectual property, whether by
governmegt_o_;sp‘eqial:: interests; can lend themselves to emotional molding. Outspoken clalms to
the guardianship of the public interest or welfare is a rich field for cultivating political pqw@# -
We must never forget that freedom demands a constant price and that vigilance is;_‘ gs_sgntigl_. ) TQ P

quote the classic co_mig.s_tip character Pogo, “We have met the enemy and they isus.”
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In the struggle to obtain the passage of the Bayh-Dole Act as well as on other pieces of proposed

leglslatmn whlch 1mp1nged on the umversﬁy sector the umversmes, colIectlvely, spoke w1th a -

loud and smgle v01ce We must contmue to do so inall’ mrcumstances whwh threaten the rzghts o

and opportun1t1es Wthh we have earned over many years by dmt of perseverance patlence and :
hard work." This will require a unified, active and contlnulng .p_art;_clpat_lon by all _memb_e;s ofthe |

university sector. -

h “THE HBRITAGE OF THE PAST IS THE SEED
TI—IAT BRINGS FORTH THE HARVEST OF THE

FUTURE i1
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" The Presidential Memorandum was incorporated into the text of OMB Circular A-124 on March
24, 1984,
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Part 401.1-401.16.
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to Congressional Committees May 7, 1998.
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34




r'/\

About the Authors

-.Howard W. Bremer is Special Patent and Legal Counsel to the Wisconsin_Alumﬁi;.Rﬁéearch S

Foundation (WARF), located in Madison, WI. Since joining WARF in 1960, Mr. Bremer has -

" been instrumental in facilitating many of the key legal agreements and technology transfer-based

legislation outlined in this paper. His untiring and ultimately successful efforts to obtain passage
of the Bayh-Dole Act are especially noteworthy, A 1949 graduate of the University of

“Wisconsin School of Law, Mr. Bremer was also a founding member of both the Licensing

Executives Society (LES) and the Association of Umversﬁy Technology Managers (AUTM)

~ Mark G. Bloom is a L1censmg Associate with WARF and'is a 1992 graduate of the Franklm _

Pierce Law Center.

35




PATENT RIGHTS IN INVENTIONS MADE WITH FEDERAL ASSISTANCE

35 U.S.C. Section

200 Policy and ob_]ectlve
_.201 . Definitions. . -

,_‘_\

202 Disposition of rights. -

203 - March-in rights. - ° ST RO NP
204 - . Preference for United States mdustry SR
205 Confidentiality.- SR :

206 - Uniform clauses and regulatlons

207. . Domestic and foreign protection of federally owned mventlons
208 Regulations governing Federal licensing.

209 . Restrictions on licensing of federally owned inventions. .

210 Precedence of chapter.

211 Relationship to antitrust laws.

212 Disposition of rights in educational awards.

35U.8.C.200 Policy and objective.

It is the policy and objective of the Congress to use the patent system to promote the utilization
of inventions arising from federally supported research or development; to encourage maximum
participation of small business firms in federally supported research and development efforts; to promote
collaboration between commercial concerns and nonprofit organizations, including universities; to
ensure that inventions made by nonprofit organizations and small business firms are used in a manner to
promote free competition and enterprise; to promote the commercialization and public availability of
inventions made in the United States by United States industry and labor; to ensure that the Government
obtains sufficient rights in federally supported inventions to meet the needs of the Government and
protect the public against nonuse or unreasonable use of inventions; and to minimize the costs of
administering policies in this area. '

(Added Dec. 12, 1980, Public Law 96-517, sec. 6(a), 94 Stat. 3019, “The Bayh-Dole Act™)
35 U.S.C. 201 Definitions.
As used in this chapter:

(a) The term "Federal agency” means any executive agency as defined in section 105 of
Title 5, United States Code, and the military departments as defined by section 102 of Title 5, United
States Code.

(b) The term "funding agreement” means any contract, grant, or cooperative agreement

“entered into between any Federal agency, other than the Tennessee Valley Authority, and any contractor

for the performance of experimental, developmental, or research work funded in whole or in part by
the Federal Government. Such term includes any assignment, substitution of parties, or subcontract of
any type entered into for the performance of experimental, developmental, or research work under a
funding agreement as herein defined. .

() The term "contractor" means any person small busmess firm, or nonprofit organization
that is a party to a funding agreement.
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(d) The term "invention" means any invention or discovery which is or may be
patentable or otherwise protectable under this title or any novel variety of plant w!uch is or may be '
protectable under the Plant Variety Protection Act (7 U.S.C. 2321, et seq.).

(e) The term "subject invention" means any invention of the contractor conceived or first

actually reduced to practice in the performance of work under a funding agreement: Provided, Thatin =

“thie ¢ase of a variety of plant, the date of determination (as defined in section 41(d) of the Plant Varlety

Protection Act (7 U.S.C. 2401(d)) must also occur during the period of contract performance.

63) The term "practical application" means to manufacture in the case of a composition or
product, to practice' in the case of a process or method, or to operate in the case of a machine or system;
and, in each case, under such conditions as to establish that the invention is being utilized and that its
benefits are to the extent permitted by law or Government regulations avallab]e to the public on
reasonable terms.

(8) The term "made" when used in relation to any invention means the conception or first
actual reduction to practice of such invention.
(h) The term "small business firm" means a small business concern as defined at section 2 of -

Public Law 85-536 (15 U.S.C. 632) and implementing regulations of the Administrator of the Small
Business Administration. '

(i)  The term "nonprofit organization" means universities and other institutions of
higher education or an organization of the type described in section 501(c)(3) of the Internal
Revenue Code of 1954 (26 U.S.C. 501(c)) and exempt from taxation under section 501(a) of the = =
Internal Revenue Code (26 U.S.C. 501(a)) or any nonprofit scientific or educatlonal organlzatlon
quahfied under a State nonprofit organization statute. '

* (Subsection (d) amended Nov. 8 1984, Public Law 98-620, sec. 501(1), 98 Stat. 3364.)
~(Subsection () amended Nov. 8, 1984, Public Law 98-620, sec. 501(2), 98 Stat. 3364.)
| V(Sub_slectlon (i) added Dec. 12, 1980___Publlc Law 96-517, sec. 6(a), 94 Stat. 3019.) -

350.5.C. 202 Disposition of rights.
(a)  Each nonprofit organization or small business firm may, within a reasonable time after

disclosure as required by paragraph (c)(1) of this section, elect to retain title to any subject invention:
Provided, however, That a funding agreement may provide otherwise (i) when the contractor is not

located in the United States or does not have a place of business located in the United States or is subject =~ -
to the control of a foreign government, (ii) in exceptional circumstances when it is determined by the - -

agency that restriction or elimination of the right to retain title to any subject invention will better

~ promote the policy and ob_]ectlves of this chapter, (iii) when it is determined by a Government authority =~
which is authorized by statute or Executive order to conduct foreign intelligence or counterintelligence =
activities that the restriction or elimination of the right to retain title to any subject invention is necessary =
to protect the security of such activities, or (iv) when the funding agreement includes the operation ofa -~
Government-owned, contractor-operated facility of the Department of Energy primarily dedicated to that -
Department's naval puclear propuision or weapons related programs and all funding agreement

limitations under this subparagraph on the contractor's r:ght to elect title to a subject invention are

- limited to inventions occurring under the above two programs of the Department of Energy. The rlghts

of the nonprofit organization or small business firm shall be subject to the prov151ons of paragraph (c) of R
this section and the other provisions of this chapter. R
(b) ¢! The rights of the Government under subsection (a) shall not be exercised by'a"-‘
Federal agency unless it first determines that at least one of the conditions identified in clauses (i) 4
through (iii) of subsection (a) exists. Except in the case of subsection (a)(iii), the agency shall file with -
the Secretary of Commerce, within thirty days after the award of the applicable funding agreement, a




copy of such determination. In the case of a determination under subsection (a)(ii), the statement shall
include an analysis justifying the determination. In the case of determinations applicable to funding
agreements with small business firms, copies shall also be sent to the Chief Counsel for Advocacy of the

Small Business Administration. Ifthe Secretary of Commerce believes that any individual determination~

or pattern of determinations is contrary to the policies and objectives of this chapter or otherwise not in

conformance with this chapter, the Secretary shall so advise the head of the agency concerned and the N

Admmlstrator of the Ofﬁce of Federal Procurement Policy, and recommend cotrectivé actions. ‘
(2)  Whenever the Administrator of the Office of Federal Procurement Policy has "
determined that one or more Federal agencies are utilizing the authority of clause (i) or (ii) of subsection
~ (a) of this section in a manner that is contrary to the policies and objectives of this chapter the . :
Administrator is authorized to issue regulations describing classes of situations in which agencies may
not exercise the authorities of those clauses.

. €)) ‘At least once every 5 years, the Comptroller General shall transmit a report to
the Committees on the Judiciary of the Senate and House of Representatives on the manner in which this
chapter is being implemented by the agencies and on such other aspects of Government patent policies
and practices with respect to federally funded inventions as the Comptroller General beheves
appropriate.

(4)  If the contractor believes that a determination is contrary to the policies and
objectives of this chapter or constitutes an abuse of discretion by the agency, the determination shall be
subject to the last paragraph of section 203(2).

' (¢y  Each ﬁmdmg agreement with a small business firm or nonprofit organization sha]l
contain appropriate provisions to effectuate the following:

(n That the contractor disclose each sub_]ect. invention to the Federal agency within* "

a reasonable time after it becomes known to contractor personnel responsible for the administration of
" patent matters, and that the Federal Government may receive title to any subject invention not disclosed B
to it within such time. _
) That the contractor make a written election within two years after disclosure fo
the Federal agency (or such additional time as may be approved by the Federal agency) whether the
contractor will retain title to a subject invention: Provided, That in any case where publication, on sale, " -
or public use, has initiated the one year statutory period in which valid patent protection can still be
obtained in the United States, the period for election may be shortened by the Federal agency to a date
that is not more than sixty days prior to the end of the statutory period: And provided further, That the
Federal Government may receive title to any subject invention in which the contractor does not elect to
retain rights or fails to elect rights within such times. S
(3).  That a contractor electing rights in a sub_lect invention agrees to file a patent
application prior to any statutory bar date that may occur under this title due to publication, on sale, or
public use, and shall thereafter file corresponding patent applications in other countries in which it
* wishes to retain title within reasonable times, and that the Federal Government may receive title to a.ny' i
~ ‘subject.inventions in the United States or other countries in which the contractor has not filed patent o
applications-on the subject invention within such times. ‘
‘ ¢)) With respect to any invention in which the contractor elects rights, the Federal -
agency shall have a nonexclusive, nontransferable, irrevocable, paid-up license to practice or have o
practiced for or on behalf of the United States any subject invention throughout the world: Provided,
‘That the funding agreement may provide for such additional rights; including the rlght to assign or have
assigned foreign patent rights in the subject invention, as are determined by the agency as necessary for
meeting the obligations of the United States under any treaty, international agreement, arrangement of
cooperation, memorandum of understanding, or similar arrangement, Includlng milltary agreements
relating to weapons development and production.
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—confidential and not subject to disclosure under section 552 of Title 5 of the United States Code.

(5) The right of the Federal agency to requlre permdlc reporting on the utilization or
efforts at obtaining utilization that are being made by the contractor or his licensees or assignees:
Provided, That any such information, as well as any information on utilization or efforts at obtaining
utilization obtained as part of a proceeding under section 203 of this chapter shall be treated by the
Federal agency as commercial and financial mformation obtained from a person and privileged and

(6) An obligation on the part of the contractor, in the event a United States patent.

application is filed by or on its behalf or by any assignee of the contractor, to include within the

specification of such application and any patent issuing thereon, a statement specifying that the invention

. was made with Government support and that the Government has certain rights in the invention.

(N In the case of a nonprofit organization, (A) a prohibition upon the assignment of
rights to a subject invention in the United States without the approval of the Federal agency, except
where such assignment is made to an organization which has as one of its primary functions the
management of inventions (provided that such assignee shall be subject to the same provisions as the
contractor); (B) a requirement that the contractor share royalties with the inventor; (C) except with =
respect to a funding agreement for the operation of a Government-owned-contractor-operated facility, a
requirement that the balance of any royalties or income earned by the contractor with respect to subject
inventions, after payment of expenses (including payments to inventors}) incidental to the administration
of subject inventions, be utilized for the support of scientific research, or education; (D) a requirement
that, except where it proves infeasible after a reasonable inquiry, in the licensing of subject inventions

shall be given to small business firms; and (E) with respect to a funding agreement for the operation ofa” "

Government-owned-contractor-operator facility, requirements (i) that after payment of patenting costs,
licensing costs, payments to inventors, and other expenses incidental to the administration of subject
inventions, 100 percent of the balance of any royalties or income earned and retained by the contractor

during any fiscal year, up to an amount equal to five percent of the annual budget of the facility, shall be”

used by the contractor for scientific research, development, and education consistent with the research ~

~ and development mission and objectives of the facility, including activities that increase the licensing -

potential of other inventions of the facility provided that if said balance exceeds five percent of the
annual budget of the facﬂlty, that 75 percent of such excess shall be paid to the Treasury of the United

States and the remaining 25 percent shall be used for the same purposes as described above in this clause
(D); and (ii) that, to the extent it provides the most effective technology transfer, the licensing of sub_]cct N

inventions shall be administered by contractor employees on location at the facility.
- (8) The requirements of sections 203 and 204 of this chapter.

(d) If a contractor does not elect to retain title to a subject invention in cases subject to this

section, the Federal agency may consider and after consultation with the contractor grant requests for
retention of rights by the inventor sub_|ect to the provisions of this Act and regulations promulgated
hereunder.

(e) in any case when a Federal employee is a co-inventor of any invention made under a
funding agreement with a nonprofit organization or small business firm, the Federal agency employmg
such co -inventor is authorized to transfer or assign whatever rights it may acquire in the subject
mventlon from its employee to the contractor subject to the conditions set forth in this chapter.

® o No funding agreement with a small business firm or nonprofit organization shali B

contain a provision allowing a Federal agency to require the licensing to third parties of inventions ~~

owned by the contractor that are not subject inventions unless such provision has been approved by the ~

head of the agency and a written justification has been signed by the head of the agency. Any such
provision shall clearly state whether the licensing may be required in connection with the practice ofa’
subject invention, a specifically identified work ob_;ect or both. The head of the agency may not
delegate the authority to approve provisions or sign justifications required by this paragraph.




(2) A Federal agency shall not require the licensing of third parties under any such
provision unless the head of the agency determines that the use of the invention by others is necessary for
the practice of a subject invention or for the use of a work object of the funding agreement and that such
action is necessary to achieve the practical application of the subject invention or work object. Any such
determination shall be on the record after an opportunity for an agency hearing. Any action commenced
for judicial review of such determmatlon shall be brought wnthm smty days after notlﬁcatlon of such _

' """determmation

. {Subsection (a) amended Nov. 8, 1984, Public Law 98-602, sec. 501(3), 98 Stat. 3364.)

" (Subsection (b)(2) amended Nov. 8, 1984, Public Law 98-620, sec. 501(4), 98 Stat. 3365.)
(Subsection (b)(4) added Nov.8, 1984, Public Law98-620, sec. 501(4A), 98.Stat. 3365.)

~ (Subsection (¢)(4) amended Nov. 8, 1984, Public Law 98-620, sec. 501(5), 98 Stat. 3365. )
(Subsection (c)(5) amended Nov. 8, 1984, Public Law 98- 620 sec. 501(6), 98 Stat. 3365.)
(Subsection (c)(7) amended Nov. 8, 1984, Public Law 98-620, sec, 501(7), (8), 98 Stat. 3366)
(Subsection (£)(2) added Dec. 12, 1980, Public Law 96-517, sec. 6(a), 94 Stat. 3020.)
(Subsection (b)(3) amended Dec. 10, 1991, Public Law 102-204, sec. 10, 105 Stat. 1641.)

35U.5.C203 March-in-rights.

(1)  With respect to any subject invention in which a small business firm or nonprofit
organization has acquired title under this chapter, the Federal agency under whose funding agreement the .
subject invention was made shall have the right, in accordance with such procedures as are provided in. ..
regulations promulgated hereunder, to require the contractor, an assignee, or exclusive licensee of a '

subject invention to grant a nonexclusive, partially exclusive, or exclusive license in any field of use to a L

responsible apphcant or applicants, upon terms that are reasonable under the c1rcumstances, and if the
contractor, assignee, or exclusive licensee refuses such request, to grant such a license itself, if the.
Federal agency determines that such -

(a) action is necessary because the contractor or a531gnee has not taken, or is not
expected to take within a reasonable time, effective steps to achieve practical appl:catlon of the subject
invention in such field of use;

()] action is necessary to alleviate health or safety needs which are not reasonably
satisfied by the contractor, assignee, or their licensees;

(c) action is necessary to meet requirements for public use specified by Federal
regulations and such requirements are not reasonably satisfied by the contractor, assignee, or licensees;
or : : : Ca
(d)  action is necessary because the agreement required by section 204 has not been
obtained or waived or because a licensee of the exclusive right to use or sell any subject invention in the .
United States is in breach of its agreement obtained pursuant to section 204. .

2) A determination pursuant to this section or section 202(b)(4) shall not be subject to the B

Contract Disputes Act (41 U.S.C. 601 et seq.). An administrative appeals procedure shall be estabhshed
by regulations promulgated in accordance with section 206. Additionally, any contractor mventor .
assignee, or exclusive licensee adversely affected by a determination under this section may, at any time
within sixty days after the determination is issued, file a petition in the United States Claims Court,

which shall have jurisdiction to determine the appeal on the record and to affirm, reverse, remand or
- modify, as appropriate, the determination of the Federal agency. In cases described in paragraphs (a) and

(c), the agency's determination shall be held in abeyance pending the exhaustion of appeals or petitions
filed under the preceding sentence. L :




(Added Dec. 12, 1980, Public Law 96-517, sec. 6(a), 94 Stat. 3022; amended Nov. 8, 1984, ~
Public Law 98-620, sec. 501(9), 98 Stat. 3367.)

35U.S.C. 204 Preference for United States industry.

I
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Notwithstanding any other. provision of this chapter, no small business firm or nonprofit
organization which receives title to any subject invention and no assignee of any such small busmess
firm or nonprofit orgamzatlon shall grant to any person the exclusive right to use or sell any sub_]ect
invention in the United States unless such person agrees that any products embodying the subject

~ invention or produced through the use of the subject invention will be manufactured substantially in the

United States. However, in individual cases, the requirement for such an agreement may be waived by

the Federal agency under whose ﬁmdmg agreement the invention was made upon'a showing by the smaIl
business firm, nonprofit organization, or'assignee that reasonable but unsuccessful efforts have been

made to grant licenses on similar terms to potential licensees that would be likely to manufacture _
substantially in the United States or that under the circumstances domestic manufacture isnot -
commercially feas1ble

(Added Dec. 12, 1980, Public Law 96-517, sec. 6(a), 94 Stat. 3023. )

35 U.S.C.205 Confidentiality.

FederaI ageneles are authorized to withhold from disclosure to the public information dlsclosmg
any invention in which the Federal Government owns or may own a right, title, or interest (includinga
nonexclusive license) for a reasonable time in order for a patent application‘to be filed. Furthermore; -
Federal agencies shall not be required to release copies of any document which is part of an application
for patent filed with the United States Patent and Trademark Office or w1th any forelgn patent office ‘

"“(Added Dec. 12, 1980, Public Law 96-517, sec. 6(a), 94 Stat. 3023.)

35U.S.C.206 Uniform clauses and regulations.

The Seefetary" of Comimerce may issue regulations which may be made applicable to Federal -~

agencies lmplementmg the provisions of sections 202 through 204 of this chapter and shall establish -
standard funding agréement provisions required under this chapter. The regulatlons and the standard
fundmg agreement shall be subject to pubhe comment before thelr lssuance "
(Amended Nov 8,1984, Pubhc Law 98—620 sec 501(10), 98 Stat. 3367 )
35_U‘.S.C. 207 - Dom_estlc and ferelgn pl_-etection e_f f_ederally_ewned inv.entmns.

(@) BachFederal agency is authorized to:

(1) apply for, obtain, and maintain patents or other forms of protection in the United

States and 1 in forelgn countrles on mventlons in whlch the Federal Govemment owns a rlght title, or
interest; - S

(D _grant nonexclusive, exclus:ve, or partlally exeluswe licenses under federally
owned patent applications, patents, or other forms of protection obtained, royalty-free or for royalties or

other consideration, and on such terms and conditions, including the grant to the licensee of the right of




enforcement pursuant to the provisions of chapter 29 of this title as determined appropriate in the public
interest; . L
3 undertake all other suitable and necessary steps to protect and administer rights
to federally owned inventions on behalf of the Federal Government either directly or through contract;
and . .

(4) . transfer custody and administration, in whole or in part, to another Federal

" agency, of the right, title, or'interest in any federally owned invention,

(b) . . For the purpose of assuring the effective management of Govemment—owned 1nventlons L

the Secretary « of Commerce authorized to:
(1)  assist Federal agency efforts to promote the llcensmg and ut:hzatlon of
Govemment—owned inventions;

. (2) . . assist Federal agenc1es in seekmg protection and mamtammg mventlons m ' o -

forelgn countrles, including the payment of fees and costs connected therewith; and
(3) . consult with and advise Federal agencies as to areas of sc1ence and technology
research and development with potential for commercial utilization.

(Added Dec. 12, 1980, Public Law 96-517, sec. 6(a) 94 Stat. 3023; arnended Nov. 8, 1984
Public Law 98-620, sec. 501(11) 98 Stat. 3367.) :

35 US.C. 208 Regulations governing Federal licensing,

.. The Secretary of Commerce is authorized to promulgate. regulatlons specifying the terms and .

conditions upon.which any federally owned invention, other than inventions owned by the Tennessee e

Valley Authonty, may be licensed on a nonexcluswe partially exclusive, or exclnswe basis.

(Added Dec 12 _1980, Publlc Law 96~517 sec. 6(a), 94 Stat. 3024 amended Nov 8, 1984
Public Law 98-620, sec. 501(12), 98 Stat. 3367.)

35 U.S.C. 209 Restrictions on licensing of fedet'ally oWned 'inv'entions. |
(a) No Federal agency shall grant any license under a petent or nntent anolication ona

federally owned invention unless the person requesting the license has supplied the agency with a plan.
for development and/or marketlng of the invention, except that any such plan may be treated by the

* Federal agency as commerc1a1 and financial information obtained from a person and pr1v11eged and . iy |

confidential and not subject to disclosure under sectlon 552 of Title 5 of the United States Code.

()] A Federal agency shall normally grant the rlght to use or sell any federally owned
invention in the United States only to a licensee that agrees that any products embodying the invention or
- produced through the use of the invention will be manufactured substantially in the United States.

(c) (1) Each Federal agency may grant exclusive or partially exclusive licenses in any .
invention covered by a federally owned domestic patent or patent application only if, after public notice
and opportunity for filing written objections, it is determined that: -

(A) the interests of the Federal Government and the pubhc will best be
served by the proposed license, in view of the applicant's intentions, plans, and ability to bring the
invention to practical application or otherwise promote the invention's utilization by the public;

_ (B)  the desired practical application has not been achieved, or is not likely ..
expedmously to-be achieved, under any nonexclusive license which has been granted, or which may be
granted on the xnventlon :
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- otherwise promote the-invention's utilization by.the public. ..

(C)  exclusive or partially exclusive licensing is a reasonable and necessary
incentive to call forth the investment of risk capital and expenditures to bring the mventmn to practlcal
apphcatlon or otherwise promote the invention's utilization by the public; and _

(D)  the proposed terms and scope of excluswlty are ot greater than
reasonably necessary to provide the incentive for bringing the invention to pract1ca1 application or

(2) A Federal agency shall not grant such excluswe or partlaily excluswe llcense
under paragraph (1) of this subsection if it determines that the grant. of such license will tend
substantlally to lessen competltlon or result in undue concentration in any section of the country in any
line of commerce to which the technology to be licensed relates, or to create or maintain other sﬁuatnons
inconsistent with the antitrust laws.

' 3) First preference in the exclusive or partlally exclusive 11censmg of federally

- owned inventions shall go to small business firms submitting plans that are determined by the agency to

be within the capabilities of the firms and equally likely, if executed, to brmg the invention to practlcal
application as any plans submitted by applicants that are not small business firms.

(d) " After consideration of whether the interests of the Federal Government or United States
industry in foreign commerce will be enhanced, any Federal agency may grant exclusive or partially _
exclusive licenses in any invention covered by a foreign patent application or patent, after public notice
and opportunity for filing written objections, except that a Federal agency shall not grant such exclusive
or partially exclusive license if it determines that the grant of such license will tend substantially to
lessen competition or result in undue concentration in any section of the United States in any line of
commerce to-which the technology to be licensed re]ates or to create or maintain other sntuatlons
inconsistent with antitrust laws.

(e) . The Federal agency shall maintain a record of determmatlons to grant exc]uswe or
partially exciuswe licenses. .
(- . Any grant of a license shall contain such terms and conditions as the Federal agency

determines approprlate for the protection of the interests of the Federal Govemment and the pubhc

~including prov:smns for the following;:

0 periodic reporting on the utilization or efforts at obtammg utilization that are
being made by the licensee with particular reference to the plan submitted: Provided That any such
information may be treated by the Federal agency as commercial and financnal information obtained
from a person and privileged and confidential and not sub_]ect to disclosure under section 552 of Title 5
of the United States Code

(@) . the right of the Federal agency to terminate such license in whole or in part if it
determines that the hcensee is not executing the plan submitted with its request for a license and the
licensee cannot otherwise demonstrate to the satisfaction of the Federal agency that it has taken or can be
expected to take within a reasonable time, effective steps to achieve practical application of the
invention; '

(3)  the rlght of the Federal agency to termmate such license in whole or in part if the .

licensee is in breach of an agreement obtained pursuant to paragraph (b) of this section; and

“@ the right of the Federal agency to terminate the license in ‘whole or in part if the
agency determines that such action is necessary to meet requirements for public use specified by Federal
regulations issued after the date of the license and such requirements are not reasonably satlsﬁed by the
hcensee

(Added Dec. 12, 1980, Public Law 96-517, sec. 6(a), 94 Stat. 3024.)




35 I_I.,S_.C. 210 Precedence of chapter.

(a) " This chapter shall take precedence over any other Act which would requlre a dlSpOSlthIl ) o

of rights in subject inyentions of small business firms or nonprofit organizations contractors in a manner
that is inconsistent with thls chapter mcludlng but not necessanly hmlted to the followmg

(1),  section 10(a) of the Act of June 29 1935 as added by tltle 1 of the Act of
August 14, 1946 (7 U.S.C. 427i(a); 60 Stat. 1085); .
(2)  section 205(a) of the Act of August 14, 1946 (7 U.S.C. 1624(a) 60 Stat. 1090)
. .(3) _section 501(c) of the Federal Mlne Safety and Health Act of 1977 (30 U.S. C
951(c); 83 Stat. 742); ’
. (4) . section 106(c) of the Natlonal Trafﬁc and Motor Vehlcle Safety Act of 1966 (15
US.C. 1395(c) 80 Stat 721
A € sectlon 12 of the Natncnal 801ence Foundatlon Act of 1950 (42 U. S C 1871(a)
82 Stat. 360);
(6)  section 152 of the Atom1c Energy Actof 1954 (42 0.8.C. 2182; 68 Stat. 943),
. sectlon 305 of the Nat;onal Aeronaut1cs and Space Act of 1958 (42 U S.C. -

2457); -
_ (8) section 6 of the Coal Research Development Act of 1960 (30 U.S.CL_§66; 74
Stat. 337); _ o o
(9)  section 4 of the Helium Act Amendments of 1960 (50 U.S.C. 167b; 74 Stat.
(10) section 32 of the Arms Control and Disarmament Act of 1961 (22 U_.S.C.' _2572_; 75 _
Stat. 634);

" (a1 subsection () of section 302 of the Appalachlan Regional Development Act of
1965 (40 U.S.C. App. 302(e); 79 Stat. 5);

(12) section 9 of the Federal Ncnnuclear Energy Research and Development Act of 1974_

(42US.C. 5901 88 Stat. 1878);
. (13) section S(d) of the Consumer Product Safety Act (15 U. S. C 2054(d) 86 Stat
1211y, ' :

: (14) sectlon 3 ofthe Act of April 5, 1944 (30U. S.C. 323; 58 Stat. 191); o '
o "-.'(15) sectlon 8001(c)(3) of the Sohd Waste D1sposal Act (42 Us.C 6981(c) o0 Stat
2829); -
(16) section 219 of the Foreign Assistance Act of 1961 (22 U.S.C. 2179 83 Stat. 806);
an sectlon 427(b) of the Federal Mine Health and Safety Act of 1977 (30 U S C
937(b); 86 Stat 155); _

(18) section 306(d) of the Surface Mmmg and Reclamatlon Act of 1977 (30 U S.C.
1226(d); 91 Stat. 455);
o (19) section 21(d) of the Federal F1re Prevention and Control Act of 1974 (1 S UsC.
2218(d) 38 Stat 1548);
. (20) section 6(b) of the Solar Photovoltaic Energy Research Development and
Demonstration Act of 1978 (42 U.S.C. 5585(b); 92 Stat. 2516); '

. (21) section 12 of the Native Latex Commerclalizatlon and Economlc Development Act ALE

of 1978 (7 U S C. 1780); 92 Stat. 2533); and
(22) section 408 of the Water Resources and Development Act of 1978 (42 U.S.C. 7879;
92 Stat. 1360). '

The Act creating this chapter shall be construed to take precedence over any future Act unless
that Act specifically cites this Act and provides that it shall take precedence over this Act.
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b Nothing in this chapter is intended to alter the effect of the laws cited in paragraph (a) of

this section or any other laws with respect to the disposition of rights in‘inventions made in the.
performance of funding agreements with persons other than nonproﬁt orgamzatlons or small busmess
firms. - '
(c) Nothing in this chapter is 1ntended to hm:t the authonty of agencies to agree to the

. 4/‘\‘ "

disposition of rights in inventions made in the performance of work under funding agreements with -

. persons other than nonprofit organizations or small business firms in accordance with the Statement of

Government Patent Policy issued on February 18, 1983, agency regulations, or other applicable
regulations or to otherwise limit the authority of agencies to allow such persons to retain ownership of

- inventjons, except t that all funding agreements, including those with other than small business firms and

nonprofit organizations, shall include the tequirements established in paragraph 202(c)(4) and section
203 of this title. Any disposition of rights in inventions made in accordance with the Statement or
implementing regulations, including any disposition occurring before enactment of this sectlon are '
hereby authorized. o

(d) Nothing in this chapter shall be construed to the require the disclosure of mteihgence
sources or methods or to otherwise affect the authority granted to the Director of Central Intelhgence by
statute or Executive order for the protection of intelligence sources or methods.

(Subsection (c) amended Nov. 8,1984, Public Law 98-620, sec. 501(13), 98 Stat, 3367.)
(Subsection (d) added Dec. 12,1980, Public Law 96-517, sec. 6(a), 94 Stat. 3026)

35 U.8.C. 211 Relationship to antltrust laws.

Nothing in this chapter shall be deemed to convey to any person 1mmumty from clv1l or crlmmal

- liability, or create any defenses to actions, under any antitrust law. - -

(Added Dec.12, 1980, Public Law. 96-517, sec. 6(a), 94 Stat 3027)

35 U.S.C. 212 Disposition of rights in educatlonal awards

No scholarship, fellowship, training grant, or other fundrng agreementmade b)‘r_aFederal._agency

primarily to an awardee for educational purposes will contain any provision giving the Federal agency
any rights to inventions made by the awardee.

(Added Nov. 8, 1984, Public Law 98-620, sec. 501(34), 98 Stat. 3368.)




MARK BLOOM’S FAVORITE INTELLECTUAL PROPERTY WEB SITES

General Intellectual Pronertv Web Sltes { Great Startmg Pomts‘)

' Franklin Pierce Law Center S IP Mall: http //www lpmall prc edu -

Jeff Kuester’s Technology Law Resource Page http //www kuesterlaw com’ f e
Law Journal Extra’s I_P Cente;: h‘g@p_://www.lpeenter.eom-_

The U.S. House of Representatives” Triternet Law Library: http://www.lawguru.com/ilawlib/indexchtml

Copyright Web Sltes

The U.S. Copynght Ofﬁce http //lcweb loc gov/copynght/ e v e
The Copyright Web Slte http llwww bened1ct com

University of Texas at Austin’s Office of General Counsel’s Crash Course on Copyrlght
http://www.utsystem.edu/OGC/Intellectual Property/cprindx.htm .

Institute for Learning Technologies’ Guide to Copyright:
“http://www.ilt.columbia.edu/proj ects/copyright/index.html.

American Communication Association’s Copyright-and IP Rights Resources Page: -
http://www.uark. edu/depts/commmfo/www/copynght html

Association of Research Libraries’ Copynght & IP Resources Page
http://arl.cni. org/scomm/copynght/copynght html : |

Stanford’s Copyright & Fair Use Home Page: http://fairuse. stanford.edu

A Visit to Copyright Bay: http://wWW.hmj c.cc.mn..us/copyﬁghicbéiy/defeﬁltﬁtrﬁl. -
Law Girl: http://\nz;ww.lawgirl.com

- The Electronic Frontier Foundation Home Page: http://www.eff.org/

Copyright Management Center of Indiana University-Purdue University Indianapolis:
- http://www.iupui.edu/it/copyinfo/home.htmi
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Multimedia Law and Information Web Sites

-

" International Entertainment, Multimedia and IP Network: http//www.medialawyercom =~

UW-Madison Dept. of Learning Technology & Distance Education’s “Multimedia & Technology in

Education” Resources Page: http://www.wisc.edu/learntech/grp/mtechres.html

__Multimedia Authoring Web: http://www.mcli.dist.maricopa.edw/authoring/ =~

WWW Multimedia Law: http://www.batnet.cotn/dikouﬁiéﬁé/indéxlhﬁﬁl: e

- An IP Law Primer for Mﬁltimedia & Web Developefs: http://www.eff.org/pub/CAF/law/ip-primer =~ _

“Software Publishers Association (SPA): http://www.spa.org

Copyright Clearance Information Web Sites

- ‘Copyright Clearance Center Online (CCC): http: //www copynght com '
~ American Society of Composers, Authors and Publishers (ASCAPY): http //ascap com

- Broadcast Music, Inc. (BMI): http://rep.edge.net/index html

Tl'le_.Harry Fox Agency, Inc. (HFA): hitp://www.nmpa.org/hfa.htm]

Patent Law Web Sites

The U.S:. Patent & Trademark Office (USPTO}): hitp://www.uspto.gov
The World Intellectual Property Organization (WIPO): http://www.wipo.org/eng/index. htm

The Software Patent Institute (SPI): http://www.spi.org/

- Directory of World Patent Offices: http://www.ip.lawnt.com/iplinks.html

Patent Search Sites

IBM’s Patent Server: http://www.patents.ibm.com/ibm.html

USPTO’s Patent Search Site: hitp://patents.uspto.gov/access/search-bool.html
STO’s Internet Patent Search System: http://sunsite.unc.edw/patents/intropat.html

Community of Science’s U.S. Patent Search Site: http:/patents.cos.com/cgi-bin/search.main




Trademark Search Site

USPTO’s Trademark Database Search Site: http://www.uspto.gov/tmdb/index.html. .

* Trade Secret Sites

R. Mark Halligan’s Trade Secrets Home Page: http://www.execpc.com/~mhallign/ . -

The Trade Secret Home Page: http://seamless.com/trade/index.html =~ .

Un_iversitv ‘Web Sité-s..

Association of University Technology Managers’ Home Paéé: htﬁi://éutni.ﬁbeiédﬁ/auiﬁﬁindéx.h’tﬁilﬁ
WARF Home Page: http://www.wisc.edu/warf/

University of Texas at Austin’s Office of General Counsel IP Home Page:
http://www.utsystem. edu/OGC/InteHectualProperl:y/mdex htm




