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The 1969 Wisconsin Patent Policy

Tucked intoCongressional testimony in 1978expanding the Institutional Patent Agreement
programis the 1969 University of Wisconsin @at policy. This policy is notable for a number of
reasons. First, because it is an actual policy statement on patents, where for a long time
Wisconsin refrained from having a formal patent policy. If the university had no interest in the
patents of its psonnel, why should it have a policy about it? After all, the university has no
ownership interest in the cars or houses of its personnel, and has no need of a formal policy to
disclaim that interest, or to try to find strangely curious situations in vithisight end up with

an ownership interest anyway. So why patents?

The 1969 Wisconsin patent policy is interesting for a second reason. The Wisconsin Alumni
Research Foundation's Howard Bremer was one of the primary players behind the efforts to
make the IPA program governmenide. That effort failed but in its place camn even rougher
beast called BayBole. In 1968, Norman Latker at the NIH had revived the IPA program,
following on the Harbridge House report regarding federal government patenting activity and
policies. The next year, in 1969, Wisconsin's new patdiatypocludes an account of how the
IPA program affects university researchers and inventors.

The new patent policy opens with a typical preartieativity is important, inventions happen.
The university assert say in how inventions are managed:

In an institution such as the University of Wisconsin, where creativity is
a major ingredient of research, new produects, devices, processes and composi-
tions are often found. It is our purpose here to state for University faculty and
staff what their responsibilities, privileges and options are when they have made
an invention or discovery.

The policy repeats the traditional Wisconsin expectation: inventors own all rights in their
inventions unless there's a contract otherwise.
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Historically, The University of Wisconsin has never claimed that it has pro-
prietary rights in any invention generated at the University. In the absence of

contractual provisions obligating the transfer of all or some proprietary rights
in such an invention to a third party, the inventor at The University of Wisconsin
has been free to dispose of his rights in the manner of his own choosing.

It is the rise of extramural research contracts that creates a need to monitor inventions, which
may be deliverables in these contracts. And matepkarly, it is the rise of extramural research
contracts with the university itself rather than with faculty personally that creates the need for
institutional interventior-when the university handles the contract and the money, the
university ratherhan the faculty investigator becomes responsible for compliance.

The presence of a contract for research rather than a donation agreement is also worth noting. If
research support comes in the way of a donation, then there are no deliverables to tihe sponso
though there might be conditions on the use of the donation (and that might include a
requirement, say, to make any inventions freely ava#abtentially, forbidding any inventor

using the donated funds to claim a personal ownership interest invenyion and as well

forbidding the university to claim such an interest). Something about contracting with research
sponsors leads toward the idea of delivery of invention rigimisther title or a licensas if

research sponsorship is a form of proouzat.

But federal contracting has created problems, or so the policy asserts. Some federal agencies
require assignment of patent rights while others require only-exaduasive license. Such
requirements are entirely consistent with research agreementsaft sources, not just federal
agencies. Some sponsecempanies, foundations, state governmergguire assignment of
inventions and others ask only for a #sxelusive license and some don't care at all. This is the
usual situation. That some fedeagjencies vary in just this same way is entirely without interest
for research management, except for one tHiegause federal agencies are all parts of the
federal government, it is easier to mix funding from different agencies through informal
collaboation or even joint funding. If different agencies have put different invention management
requirements in their funding, then there may be conflicting requirements. In one agreement,
inventors might own inventions outright; in another, the governmenttasseoyaltyfree

license; in yet another, the government requires assignment of all inventions.

Even here, however, there's not really a problem. If the government asserts in one funding
agreement assignment of title, then that requirement spreadsotbelfederal work that's

mixed in with that obligation. There's typically no requirement from the federal government that
money from one agency must be mixed with money from another agency, so whatever mixing
happens as a choice by university resear@mradministrators. The fund mixing problems
become more intense if federal money is mixed with industry or foundation money, if the
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sponsors have incompatible requirements. For instance, if a company sponsor expects a non
exclusive license and the fedeagency sponsor demands assignment, then the university is
caught in a double license (not really, at the time, since the government's default was to grant
nonexclusive licenses, so the company would be fine in this case, but the contracting wouldn't
show that). Or worse, the company expects assignment and the federal government wants a non
exclusive license (or assignment). That condition is not so readily navigated.

But this sort of problem goes on all the time in extramural university research afofway
instance when two companies support research at a university. Sure, the research might be
different laboratories, but people at universities talk to each other, wander into and out of labs,
drink coffee together. Such interactions are one of the shred university research, that folks
aren't working in enforced silos. Thus, mixing of funding with conflicting requirements must be
managed, whether for inventions or for mileage reimbursements.

There are various measures administrators might take. Gdreyefuse to accept research terms

that require assignment of inventions. They can make any invention obligations conditional on no
mixing of funding (and so they might require "you will get assignment of any inventions, subject
to the rights of the fedal government in those inventions, which may mean you get nothing at

all, but you don't have any control over it, so play nice and hope we don't mix funds to screw you
out of whatever you hoped to get"). Well, they would use more abstract lawyerly &grimuiag

with roughly this meaning. One practice, if used consistently, mitigates mixing requireamehts

that is to allow only a neexclusive license to inventions upfront in a funding agreement. Non
exclusive commitments are generally compatible with etteer and are compatible with funding

that carries no obligations (such as donations), as long as teeciosive commitment does not
involve a "first right” to a neexclusive license.

If one isn't shaping the funding agreement to avoid mixing dsntien one has to shape

research practice. Funding agreements that require assignment have to be isolated from other
research work that carries conflicting obligations. One simply cannehatiformally, as in

sharing personnel, laboratory space, segpbnd objectivesand not informally, as in having a

chat over coffee about research problems and discoveries. One has to silo research that carries
incompatible terms. That might mean requiring all personnel on the incompatible project to sign
nontdisdosure agreements, to secure the laboratory space, and allow access only to personnel
employed under the graAho volunteers, no students, no visitors loping through. Such things
can be donethe government requires such practices for defense classifiedrch. But many
universities resist performing such work for the government, and when they do, they isolate the
work in secure buildings.
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Often, university administrators are not able to do eittiey don't resist entirely research
agreements that reqe assignment and they don't manage research practices with such
assignmenbased funding floating around the university. They rely, instead, on the thought that
there are only a few of these assignanequired research agreements and so there's little

likelihood that there will be mixed inventions. Such thinking might be true if there are only a few
extramural research agreements a year, and even fewer reports of inventions. However, if
extramural research overtakes donation and departmental reseagcamsoand inventions

become routinely reported, then this thinking turns into restless administrative sleep, and restless
administrative sleep breeds the desire for formal policy to defend, at least, administrators from
blame if something goes terriblyomg.

It's the decision to mixor rather an administrative decision not to manage mitivag creates
the invention management problem. It is, in its way, another Pigpen problem created by
administration but ascribed to those dratted-umiform federal gencies who have not figured
out that arbitrary is better than flexible.

The Wisconsin patent policy asserts that the "University," and not faculty investigators, is
responsible for compliance with contract provisteansd thus also with contract provisgn
having to do with inventions:

~ In every case, the University, as the recipient of the grant or contract, has the
primary responsibility for complying with the agencies’' contractual provisions.
«Consequently, it has become necessary for the University to scrutinize with care
the funding which has assisted the making of the invention to be sure that all of
the obligations attaching to the contract or grant have been met.

While this policy statement appears obvious, the statement is doing much more. The university
could, for instance, delegate compliance for the invention portion of research agreements to
investigators. That, in effeds what BaykDole's standard patent rights clause requires

universities to do with its (f)(2) written agreement requirement. But the Wisconsin policy here
insists that university administrators, not faculty investigators, must have the "primary
responsility” (and hence the primary authority) for determining how to manage inventions in
order to comply with sponsor requirements. This is a subtle shift, you say. And it is. But to assert
responsibility is to assert authority, and to have authority to dedidéher a given invention is

within or outside the requirements of a given sponsored research contract then can be used to
decide whether inventors have an obligation to assign their invetatitres university

Given that the longtanding Wisconsin patépolicy is that inventors decide whether to assign
their inventions to the university (or to WARF), this change in policy is huge, even if it is
presented subtly.

The IPA and WisconsnK £« « . 9L=FL . GDA; Q 4


http://researchenterprise.org/wp-content/uploads/2017/04/W1969-3.jpg

Under Wisconsin research policy, investigators also negotiated the IP terms of theahresear
agreements. That is, since the university did not have an interest in IP of its personnel, it also had
no basis to dictate to its personnel what the IP terms of any research contract must be. The
university did not assert that it must own all inventjdos instance. It might, perhaps, veto

funding that carried conditions that ran against academic mores, such as precluding publication
or preventing the participation by n@ nationals. Thus, in this bit of policy, the university

asserts that it must ogply with the IP requirements of research agreements, even if chosen and
negotiated by university faculty investigators.

The challenge with federal funding agreements, however, is that they are not in general
negotiable. The federal agency announces arfgrmfogram and with it announces the

contracting requirements. Take it or leave it. But it's not actually that simple for inventions.
There are two areas of flexibility. The first is that a funding agreement may reserve options for
the federal ageneygo,in the case of inventions, the agency may release its claims on an invention
or might not. It's up to the federal agency what it will do. There's nothing particularly hard about
such an option, other than if one really wants to do the patent work onesgedf federal agency
futzes around about whether to give up the government's option to own the invention and
prevent it.

The second area of flexibility involves waiver of compliance requirementshéfesmay be a
non-negotiable clause in a federal fumgdagreement, but the federal agency does not necessarily
have to enforce the provision, especially if the university doesn't require enforcement. Thus, a
federal agency can simply ignore what it otherwise might require and let the university go off and
do whatever it will, short perhaps of embarrassing the federal agency into action. If the university
has an institutional conflict of interest with regard to the claestorced, the university does not

get ownership of inventions, say, but unenforcedutheersity doesthen the university's

refusal to insist on federal compliance with clauses favoring the federal government ends up
serving an institutional seiliterest at the expense of the relationship inventors would otherwise
have with the federabgernment.

In that relationship with the federal government, inventors might be allowed to retain title to

their inventions, might be allowed to publish their inventions openly without patents (and

without having to assign patent rights to their univeysand even if the federal government

obtained assignment, the inventors could expect everyone, including themselves, to have access
without charge to their inventions for private use and development. If the inventors were

required to assign to their unngtty, so that their inventions became grist in a

"commercialization" program, then they may well not have access to their inventions, nor might
anyone else if no one is willing to pay the price the university patent licensing operation asks for a
license.
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One can see how anyone with a love for an single;stbaelministrative process might chaff at
the idea that there migle flexibility within a funding agreement. Administrators like the

"terms" part of a sponsored research contract and don't catleefeponsor's "conditions” part.

All those "In the event thats" pile up and cause restless administrative sleep that leads to more
administrative policy. Thus, "uncertainty of title" became one of the mantras of university
administrators who focused oretidea that patents were a way to make money for the university
while selling the public on the idea that patents were a necessary precondition to beneficial
products or any benefit from university research at all, really.

In the new 1969 Wisconsin pat@olicy, we encounter a corporate agent and the passive voice:
"it has become necessary floe Universitio scrutinize with care the funding which has assisted
the making of the invention to be sue that all the obligations attaching to the congracit or

have been niefhe University, of course, cannot scrutinize anything. Someone has to act for the
University to do the scrutinizing. Who should that be? Administrators? Faculty investigators?
Patent brokers looking for more work? The policy doesih'and say "administrators” but that's

the clear implication, as will be made apparent in the policy soon enough.

The IPA in Wisconsin's Poicy

The Wisconsin policy now turns to a discussion of the IPA program, announcing that the
university now has an IPA master agreement with theaBeent of Health, Education and

Welfare (HEW). Signing on to the IPA program, then, forms the reason for Wisconsin to have a
patent policy. Why? Well, for one thing, the IPA program requires a review of a university's
patent policies and practices befaraniversity can be signed up. So Wisconsin rather has to
have something to show, if it wants to participate in the IPA program.

at The University of Wisconsin with the assistance of DHEW funds. The DHEW
and the Board of Regents of The University of Wisconsin have entered into
an “Institutional Agreement” which affords University inventors greater lati-
tude and advantages than in the past and prescribes how inventions resulting
from DHEW-supported research at the University are to be routinely reported
and processed. The provisions of the Agreement apply equally to all personnel,

This IPA appears to have been the first master agreement negotiated after Norman Latker
revived the IPA program at the NIH. We will get to what the policy means when it describes the
IPA program as giving inventors "gredtditude”

Inventions are to b&rocessed" rather than "claimed by the University and assigned to WARF
for commercialization.” In this context, "processed" is more abstract than what happens to, say,
sausage meat. Bremer at WARF and Latker at the NIH negotiat€Ratehl that allows

Wisconsin to require assignment of inventions from its inventors, and then assign the right to

The IPA and WisconsinK £« « . 9L=FL . GDA; Q 6


http://researchenterprise.org/wp-content/uploads/2017/04/W1969-4.jpg

receive assignment to WARF, where Bremer worked. Thus, the policy describes a pipeline of
inventions made with federal funds going to WARFi@anagement, via the university IPA. This
is the first "modern" private pipeline of federally funded inventions to a patent broker. (There
were other IPA agreements with nonprofits and universities in the 1950s, but the program had
been suspended and newinstitutions had been added for some time).

The Wisconsin IPA and patent policy statement are, essentially, ground zero for what will be
claimed as a key feature of B&3tle. The NIH IPA program would expand to some fifty
organizations, add the NSFtempt to expand government wide, get blocked, then get shut

down by HEW, only tohen arise again more powerful than one could possibly imagine as Bayh
Dole.

According to Wisconsin policy, under the IPA, an inventor has a ckassegn to the
government passign to WARF.

Under the terms of the Agreement, all members of the University staff and
faculty or graduate students whose work is supported wholly or partially by
DHEW funds will execute a Patent Agreement (Form UW-P-1, Appendix A,
pages 9-10). All such personnel whose inventions emanate from research under
grants made by the DHEW may, after having complied with the University’s
‘established reporting procedure, choose either of two options:

Option 1. He may submit the invention to WARI" which will thoroughly ex-
amine the invention and will, when it considers such action is warranted in the
publie interest, accept assignment of the invention, prepare and file patent ap-
plications, and thereafter exercise its best judgment to bring the invention
quickly and effectively into public use, In keeping with its traditional policies,
“WARF will pay the inventor annually 15% of the net royalties earned by his
invention. .

Option 2. He may assign the invention to the Federal government to dispose of
as it sees fit.

Although the inventor may, if he chooses, recommend that the invention not be
patented, and normally such recommendation will prevail, the final decision will
“be made by the government.

The policy here presents a faulty set of optidotth because an inventor may not have to assign

to the federal government and because the inventor ought not to have to choose only WARF, but
for university administrators compelling that choice. The IPAsdaot require this set of
choices-these choices are allowed "under the terms" of the IPA buicamequiredy the IPA. It

is university administrators that have decided to designate WARF as the only invention
management organization that inventors nvayk with. Inventors might have chosen instead
Research Corporatietbut the new Wisconsin patent policy precludes such options.

The IPA requires the university to require assignment for only those inventions that the
university has chosen to file pateqplications on:
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- (a) 7The Grantee shall require assignment to it of all’
right, title and interest in and to each subject invention on
which it elects to file any patent application for administra-
tion by it  in accordance with and subject to the terms and
&onditions herein sét rorth.’ Assignments from the inventor
to the Grantee under U.S. patent applications shall be promptly

obtained and recorded by the Grantee in the United States
patent Office and copies of the recorded asslgnment shall be
furnished to the Grantor. ; :

The Wisconsin policy navigates this requirement by indicating that the inventor "may submit"
inventions to WARF for consideration. What's left out is the idea that an inventor might let
WAREF look at an invention, WARF migtiecide it wants it, but the inventor might decide that
WARF's terms or its marketing ideas are all wrong and instead refuses to assign to WARF. That
is, the policy makes it appear that inventors have no room to negotiate with WARF how they
want WARF to delawith their inventions. It's a WARFakeall policy.

In the IPA, the assignment that is expected is one directed to the actual patent application, in
which the invention will be exactly specified. This is an important point. The IPA requires the
university to make the commitment to file a patent application, prepare that application, and then
obtain the inventor's assignment of rights "under" that patent application. The sequence is not
"obtain assignment of invention" and then "futz around with whethileta patent application.”

The IPA requirement is narrow and directed to a specific sequence. This sequence will be tossed
when it shows up in Baybole. The Wisconsin restatement of the IPA makes it appear that
inventors must assign before they know thhbeWARF will file a patent application. This will be

the practice that gets instantiated in B&dtile. It is details like this in which we can see the
slippage from institutional compliance with regard to inventions in research agreements to
institutiond conflict of interest in seeking ownership before making any commitments.

There's more, of course. If the university's general polioptt require assignment of

inventions as a condition of employment or use of resources or involvement in rebeartte t
university really cannot make the choice to file any patent application until an inventor has agreed
to permit the university to do so. All the university can do under its policy is indicate to an
inventor that it will file a patent applicatiorthie inventor assigns the invention to the university

(or in this case to WARF). Thus, the inventditst option is to deal with the federal

government, as if there were no IPA. There is nothing in the IPA that requires the inventor to
assign any inventiao the federal governmé&he obligation to assign to the government shows

up in (if it does) in the federal funding agreement (and that, in turn, may be a set of regulations
that stipulate what the federal contract is). Under the terms of the Kennedytese branch

patent policy, the decision about inventor assignment was a matter of the funding agreement, and
within that, the decision about whether to allow an inventor to publish, or to take assignment and
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"dedicate" the invention or to file a pateayplication and license naaxclusively (and likely
royalty free) is again a matter of agency discretion, depending on its regulations.

The Wisconsin policy makes it appear that the IPA requires inventors to assign to the
government if they do not assignWARF. But that's just not the case. But one might expect

such misrepresentations if the university has a conflict of interest and wants to create a pipeline
of inventions to WARF to be licensed for the university's profit. Or, given that it appears that
Bremer was behind the drafting of the university's patent policy, it might be expected that WARF
had an interest in routing all inventions made with federal support to WARF for management,
and not allowing the government to take control, and certainlgliooting inventors to take

their inventions (with government approval) to other invention management agents, such as
Research Corporation.

According to the policy, if inventions go to WARF, then WARF will be a worker bee to "exercise
its best judgment tbring the invention quickly and effectively into public use" and the inventor
will get 15% of net royalties. Otherwise, the invention goes to the federal government, which
apparently does nothing at all with it.

The Wisconsin patent policy, of course, asitihat HEW is required by executive branch patent
policy to act in the public interest with all such inventions, and that HEW standing policy is to
release inventions by dedicating them to the public or licensing theexolusively:

Governmentowned patats shall be made available and the technological advances
covered thereby brought into being in the shortest possible time through dedication or
licensing and shall be listed in official government publications or otherwise.

The language regarding WARF&narkably similar to the Kennedy executive branch policy.

One might think that an inventor could willing choose government invention management
especially if the goal was broad public access and not a patent monopoly with an income teaser. It
is also nomade obvious by Wisconsin's policy that the IPA itself requires a default-of non

exclusive licensing, perhaps royditge, and that exclusive licenses are only to be sought when
nonrexclusive licensing has failed or is not "feasible" and even thefoolntyited periods of

time.

The effect of the IPA is to make it appear (to the federal government and the public, in the event
that the public were at all interested) that WARF is carrying out HEW's obligations under
executive branch patent policy, butimpthings potentially better because WARF is closer to
inventors, has greater capability to manage patents, and is more motivated (profit incentive, but
profits to go to university research) to find licensees. But the IPA also contains a pathway (for
patent brokers, university administrators, and willing inventors) by which patent monopolies can
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be secured and licensed exclusively to companies. While the IPA does not Hhighkligdihway,
patent brokers did and continue to do so, although the pathwaig mstablished by Baybole,
not the IPA program.

The IPA is drafted to create a substantial apparatus to hide this pathway, or to rationalize it, to
make it appear "in the public interest."” Thus, we find extra language abeexciasively

licensing andhow that licensing approach might fail or not appear "feasible" and thus there
might, infrequently, be the need for exclusive licensing, but with various protections such as
justifications, limited terms, reasonable terms, and government interventiongétaren't

working out to the government's satisfaction. But even all this apparatus is just bloat if the
government doesn't follow through and enforce these requirements on exclusive licensing. And,
apparently, the NlHhever did get around to doing mushforcing at all.

Despite the IPA apparatus, the WARF agenda for the IPA was decidedly not to do with
inventions what HEW was required to do, but rather to do the HEW one better. When the IPA
program was reviewed a decade later, folks found that the'sinesehad done almost all their
licensing exclusively. There never would be a robust IPA program-eietusive licensing

based on access to federally funded inventions, even thougprofdé licensing programs
involving inventions not made with fecl funds had featured naxclusive licensing, including
WARF's own programs for irradiated milk (to endh restrictions on milk additivegust zap the
milk to create vitamiD) and warfarin (rat poison becomes medical therapeutic).

Exploiting the IPA in Wisconsin Patent Practice

We now get to the Wconsin rationale for disclosing all inventions:

Disposition of all inventions generated at the University which are not cov-
ered by the Institutional Agreement will, as in the past, be subject to review
by the Dean of the College in which the invention originated. Business Office of
the University and the Central Administration to determine if any obligation
exists in connection with and as the result of the funding of the research leading
to the invention.

The "university"--administrators-review all invention reports for complianwith funding

agreement obligations. It is easy to see how this requirement might now morph into a review for
universitynterest in these inventions rather than contractual compliance with the requirements
of research sponsors. By agreeing to the IP4rpro, university administrators have introduced
institutional conflict of interest into their patent policy. Previously, the university had no interest
in inventions. Compliance with research funding agreements was just a matter of compliance.
The universiy had nothing in the game but compliance. But now with federal funding, the
agreement negotiated by university administrators with the federal government requires the
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university to make inventors assign their inventions to the university or to the utylgers
designated patent broker, WARhenever WARF decides that a subject invention is worth
patenting.

Under the IPA, WARF decides what is worth patenting; WARF decides to patent; WARF can
compel Wisconsin inventors to assign their inventions. The IRA dot require WARF to

decide what to patent, or when. But the IPA creates the obligation for inventors to assign
whenever WARF, as Wisconsin's "designee," wants a patent. In essence, Wisconsin
administrators change the patent practice without appeariolgainge patent policy. They make

it appear that the federal agreemethie IPA-requires the change. But it doesn't. Under the IPA,
Wisconsin could still have left the decision whether to patent to inventors, in which case, if the
inventors wanted "certaip of title," they would select an invention management agent,

Wisconsin administrators would designate that agent, and the inventors would assign title to that
agent, in exchange for whatever services and financial considerations offered by thabagent, al
with the obligations specified in the IPA. If inventors did not want to assign to an agent, but still
wanted to deal in with a patent, then they would have to work it out with the federal government.

In effect, the IPA encourages inventors to use aention management agesither the

university or one or more agents designated by the university. This, even, might sound good. But
there's one more thing: the IPA makes it more difficult for an inventor to deal directly with
companies. If an inventor wis to license to one or more companies and not work through an
agent that owns the patent, then it's up to the federal government whether to require assignment
of the invention to the government or let the inventor manage the invention. Why? What's the
rationale for pushing the assignment of inventions to management agents? Why could not an
inventor simply hire an agent to do the work all without giving up ownership of the invention to
the agent? There's a whole discussion thbu the key point is thdahere's no good reason why

the federal government should create a contracting mechanism under which inventors must
assign their inventions to private management agents, whether universities or their affiliated
foundationswhenever the private agent decide

There does not appear to be anything in Wisconsin university research or patent policy that gave
the university the right to negotiate an IPA with the governmeultiside of any specific research
proposal-that stipulates that the university must reguinventors to assign inventions to the
university. And in doing the deal, university administrators set up WARF as the favored external
agent to do any patent weséll but ensuring that Research Corporation, say, would not get any
work from Wisconsin inentors supported by federal funds.

Here, then, is how the slip to institutional conflict of interest works. In normal circumstances, the
university's review of whether any given invention is within a sponsor's claims to a license or
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assignment would be @gtive-is there documentary evidence that the invention was made with
sponsor support? Is the invention among the specified deliverables of the grant? Did grant funds
go to make or develop the invention?

The university has an interest in expanding th@scaf the IPA claim on inventions made with
federal support. Anything that appears within scope, the university gets if anyone in the
university wants it (or anyone designated by the university wants it). If there were no IPA, then
the university's "scruplous” attention to compliance would be indifferent to the invention
ownership outcome, but for the satisfaction of each research sponsor that it obtained the
deliverables that it had bargained for. But with the IPA, the university now revieveations

for its own deliverable®r deliverables via WARF's efforts to transform patents into money.
This, then, is the second ground zero represented by the Wisconsinslicy federal funding

as the premise to review inventions for the host institution'sawmership and financial

interest. Wisconsin is not the first university to claim some interest in faculty inventiorzs
actually among the last to do so. But it was the-fastar as | can tello connect its ownership
claim to federally sponsateesearch. And it used the first IPA in the revived NIH program to do
that.

The review for ownership, according to Wisconsin policy, involves both the dean ("relation of the
reported discovery or invention to the purpose of any grant or contract thétenmayolved™)

and the business office ("review of the financing of the scientific investigation leading to the
discovery or invention™). Once these groups have completed their review, then the "Central
Administration” will "determine if an obligation tggaantor does exist." This apparatus is all

very strange for research contracts in general. A contract, well drafted, will make clear the scope
of any deliverables, especially important ones in the form of patentable inventions. Such
contracts do not requerreviews by deans and business officers and senior university officials.
Indeed, it is difficult to imagine deans and business officers and university vice presidents having
much capability at all to review the technical details of an invention, itsnsitanices of

development, the statement of work (one or more), and the contractual requirements of a
funding agreement (one or more). This would appear to be work for a contracts attorney with a
working knowledge of the technology involved in makingntrention.

In most cases, a principal investigator will know immediately whether an invention or discovery
is within scope of a well drafted research agreenmittis invention something that was

proposed, as the solution to a problem, say, or that nrigktas a result of an investigation? Did

the research propose to build or demonstrate or test something new that might have utility for the
grantor? Why would a principal investigator hold out on a sponsor of research? Would such
"holding out" constituteesearch misconduct? If so, how could university administrators

properly review the situation to ensure compliance if "holding out" on a sponsor meant that the
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university might be in line for profits from patent licensing via an invention management agent?
The review of inventions by deans and business officers only works if the university has no
interest in the outcome but for compliance.

Of course, with federal funding, this entire calculus is switched around. If the government
receives inventions to ensure that the patent system is used to make inventions (and rights to
inventions) broadly available to all, then "holding out" on the govent amounts to finding a

way to prevent the government from making inventions broadly available (without charge,
without playing favorites, without upsetting the competition for additional research and
development funding). An inventor might "hold outicaclaim an invention, then, against the
interests of a federal agency because the inventor wants to use the patent system in some other
way--to prevent all use, or to make money from any usgavhaps-to make the invention

broadly available, but usisgme special method that's different than the government's methods
and so does for the government more and faster and better than what the government hopes to
accomplish using its methods.

The IPA then switches the calculus of this lggérhaps- into the primary position. The

government, so the IPA proposes, wants private invention management agents to step in and take
assignment of inventions made with federal support from inventors and use the patent system
better than might the federal governmentltothis--perhaps- thing, to make inventions broadly
available using special private methods better than the government's own methods. In this view,

if an inventor "holds out," the inventor is now "holding out" agdhmsiassumed better use of the
patensystem entrusted by the federal government by federal contract operating outside the actual
funding agreement to private invention management agents

Seeking Private Risk Capital

A university administration adopting this rationale, then, arghesaggressively asserting an
interestin patenting most anything is an expression of the university's commitment to assist the
federal government in making inventions broadly available. The university's methods are better
than the government's methods (and hence the continued repeatingaver the "28,000
government patents" nonsense and the unquestioned thought thaDBéyhas been wildly
successfulthese are the moralizing bedtime stories to help them to restful sleep despite their
deeds). The university's financial interest is thligned with invention ownership. The patent
system is to be used to "call forth risk capital” to develop federally supported inventions faster
and better than could the government dedicating inventions to the public. The public, so this idea
goes, will gea shinier, better invention faster and at lower cost, if private risk capital comes
forward to do the work on the public's behalf. Once the new product has been made, then the
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sources of the risk capital have an opportunity to recover their expenditdinespublic interest,
and make a "reasonable royalty" as an "incentive" to provide the risk capital in the first place.

There are two forms, then, of risk capital that come into play. The first form is that of
"commercialization*-the activities by whichn invention is turned into a product fit for use, with
public benefits. Much attention has been paid to the costs of such-edfartst any university

side discussion of inventions and patents involved a gesture to how much more it cost to develop
products than to do the research that made inventions.

There are, of course, huge disconnects. It does not even take research to make irventions
inventions get made all sorts of ways, not only in sponsored research settings involving proposed
projects. Epiphaies, accidents, messing around, designing, following goofball predictions,
creating works of art or music. And inventions that get made do not have to first become
commercial products in order to be widely used with public benefits. Many methods, for

instance, merely have to become known to be available for practice by others.

Commercialization, if it ever needs to happen, need not happen first but might rather come later,
after use is well established and new users prefer to have much of the whokgfoe them.

And even if commercialization might happen in parallel with other uses (such as research uses, or
custom uses internal to capable organizatiaons offering anything for sale), there's nothing at

all that requires that patents should be useslifiport this commercialization by blocking all

other uses.

These disconnects, however, come into play. To induce private risk capital to develop inventions
for public use and benefit, recover expenditures, and have a reasonable return, one might use the
patent system to provide a degree of exclusiviof against all research uses or even all DIY

uses, but so that sources of risk capital can recover their investments wheo sheyy forward

when no one is willing or able to develop an invention in@m@pvironment. Even then, their
commitment is to bring something into existence for the public, recover a reasonable return, and
then step away from the monopoly and allow "free competition and enterprise.” That's the social
theory, anyway. It's rather die form that we would now call "social venturesfforts to create
something of public value without the requirement that the effort should also maximize profits
for the owners or shareholders of the venture. Other than the problems such an idea fresent
the public investment corporatiom would appear that such social ventures, even witiprfofit

profiles, are entirely possible and not outlandish fiction.

Indeed,the idea that universitgffiliated patent agents might do a better job than the federal
government in just this thing is the fundamental premise of the IPA program. It's the reason for
the public covenant that runs with patents on subject inventtbas the patent system is to be
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usedin particular ways, and not in other ways that are otherwise legal but not appropriate to the
purpose (such as suppressing all use or licensing exclusively simply to maximize profit at public
expense). It's the reason for all the apparatus for repomimgvention use, for limiting

exclusivity, for marchin procedures.

The second source of private risk capital does not get much attention: the cost of reviewing
invention reports and filing patent applications. This is the "risk capital" expended byanvent
management agents. This is also the "risk capital” that sets the institutional conflict of interest in
motion. If a university (or its designated agent) decides to file a patent application, then it will
expend money on that effethese days, the cbsan be upwards of $15,000 (though the work
can often be done for about half that cost, if done attentively). This "risk capital” then must be
"recovered” from patent licensing. The expenditure of money on patenting is the primary
argument against royaiyee licensing. If university patents were licensed royedty, then the
expenditure to obtain the patent monopoly would be "wasted." The patent and licensing would
merelybe in the public interggiblishing the invention in the patent literature toipote the
progress of the useful arts, and making the claimed invention available to all that would use it

Thus, the point of spending money on patenting is to make money back on the licensing. In that
effort, one can recover the patenting expenditasea share of income from each license or one
can bill the licensees for the patenting expenditures in addition to any earned royalty from the use
of the licensed invention. University patent licensing practice is almost entirely built around
billing for mtenting costs. And in doing so, university patent brokers set up the rationale for
exclusive licenses. An exclusive licensee, if put in the position as if the patent had been issued
directly to the licensee, should be willing to pay as well the fulbtobtaining the patent. Such
exclusive licensegranting all substantial rights in an inventiane in deed assignments. If an
exclusive license agreement provides for the "reimbursement” of all of a university's patenting
expenditures, then the exclusilicense is in essence a sale of the paaérsubstantial rights are
granted to the licensee and the licensee pays the legal bill as if the licensee had filed the patent
application itself.

In this way, university patent administrators talk themsealvesthe idea that their best hope for
recovering their patenting costs is to get a company to pay for those costs. Back in 1990 or so,
when | started in university technology transfer, the old way was slipping away. In the old way, a
university sent oua description of the invention in a "neonfidential summary" before filing

any patent application. If one (or, rarely more) companies wanted a patent to be filed and were
willing to pay the costs, theand only therdid the university file the patenpplication. That

is, universities (the ones that did not have ahltigatent license that had given them a reserve
budget to spend on new patent waitkat is, nearly all of them) didn't make a decision whether

to file a patent application until they hadtompany willing to take a license. Again, all this led
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toward exclusive licensing, because the university sought recovery of patenting costs up front,
rather than from earned royalties, which would come-latiéen many years later. Even though

15 norexclusive licenses for $1,000 each would cover patent costs, university patent
administrators were (and mostly are) unwilling to file a patent application thinking that there
might be 15 companies willing to acquire a simplesrolusive license. They'éther have one
exclusive licensee.

If one adopts the idea that patentluced "risk capital” for commercialization is essential to the
public use of university research findings, then it's easy to see how a university patent
administrator might move fronxelusive license for patent reimbursement to exclusive license as
the best way to gain a "return” on the "investment" in obtaining the patent and by extension the
"investment” in the research that led to the invention. Thus, rather than seek to keeptthefco
commercialized inventions low for broad public access and benefit, university patent
administrators have gone the other way and argued that the purpose of a patent monopoly is to
generate maximum value in any way that's legal (that is, in any whickono one with power
objects), and therefore the purpose of the licensing agreement is to preserve the monopoly power
of a patent while requiring that the university licensor share in the "upside” of maximum pricing
preserved for the licensee in thekesive license.

Public interest, rather than being aligned with broad access to the invention (for research use, for
DIY use, for competitive uses) and with low cestssts below what the market would otherwise
bear, costs below what a monopoly positight commaneinstead was aligned with a share of

the maximum that a licensee might make. What's good for the monopolist is good for the
university, and what's good for the university is good for the public. In this way, the moral
compass of university adnistrators was made to point, reliably, always at the university's own
navel. The apparatus of the IPA program, and later Bsb, had the apparent role of keeping

the moral compass of university patent brokers pointed toward something other thahdnati
seltinterest. But that apparatus was designed to fail in both the IPA program and-iDdayh

and to that extent, BayBole has achieved the purposes designed into it.

It is something to find these implications in practice designed into th& 9g&WVisconsin patent
policy. But it's clear that the Wisconsin policy, by combining the requirements of the IPA
program with a review of all inventions by administrators lays the foundations for making it
appear that to comply with federal regulationgentors must assign their inventions to the
university (or to WARF) whenever administrators decide they srigtn while the IPA
program (and later, BayDole) does not require administrators to take ownership of any
invention made with federal support.
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Once university administrators get the idea that they are making a decision about ownership in
the interests of the university rather than in the interest of compliance with a bargain between
inventors and research sponsors, then it's an easy step tdl@agpatents should be managed

for their maximum financial value, and thus licensed exclusively, and thus licensed for their
monopoly value rather than for the public benefit that might arise from access to the underlying
invention. "Commercialization” bemes the term used to mean "denying public access in favor
of receiving payments from a company that derives value from a monopoly position." Most
university commercialization deals don't result in commercial products. Of those that do result in
commerciaproducts, it's an open question whether those products are made available on
"reasonable"” terms. But "reasonable” is a technical detail in the IPA/Balghapparatus that

few university patent administrators worry ovand no federal agencies appeadyda step in

to enforce or counter by using their government license to practice and have practiced (quite
apart from marchn procedures).

But there's not a compelling argument that university administrators must review all inventions
to determine whetheany given invention must be owned by the university or the sponsor. That
issue can be addressed in the reporting requirements between the university investigators and
sponsors, and by making the investigators parties to the funding agreement soshahsbes

and the university understand that the obligation to report inventions is with the investigators.
It's just that Wisconsin did not choose to develop its policy in this direction.

In a research procurement environment, a research sponsor see&sabidis that have utility
application to the areas of the sponsor's interests. Any research agreement written with any
competence will specify what the sponsor desires by way of reports and what the sponsor
recognizes as deliverables within those repdtisre's no need for deans and business officers
and university vice presidents to scrutinize invention repguts send the reports to the
sponsors and see what the sponsor says. The university's review, in an environment without
institutional conflictof interest, is to determine that its investigators are reporting fully and not
holding back inventions from the sponsor and patenting them on the sly. But sly patenting is
something that will come out when the patent issues. And the university's reaieenter into

it if a sponsor claims an interest in inventions that the university investigators argue was not
within the scope of the sponsored research agreement, not a deliverable, not bargained for. In
each of these two cases, the university retabameern for compliance with the terms of the
research contraetout the outcome has to do only with institutional compliance, not with the
outright ownership by the university of inventions that figure in the determination.

The IPA, then, allowed univergitadministrators to conflate an interest in compliance with their
own interest in university (or WARF) ownershipimfentions that may result from that
compliance. This conflation comes about because the IPA makes it appear that the university
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obtainsthefederal agenciniserest in compliance with the federal funding agreement. The
university, as far as patent rights goes, appears to act "on behalf of" or "in the place of" or "as an
agent of" the federal government for purposes of patent rights. Thersityy in this view, is

assigned a portion of the federal contract, the part pertaining to inventions, and so, in some way,
becomes the interested sponsor of the research in place of the fedeeal ifjdeerinnentions,

the inventors worked fdhe university and not for the federal government, even while the

federal government supplies the money for the wookh direct and indirect costs of the

university gets covered and faculty, to participate in the research, are released from their officia
university duties (so that the university has even less claim on their work that it would have
otherwise, as a matter of employment or right to direct the work or expectation of benefit from
the work or contribution of university resources for which tadple ownership of inventions

might be indicatednone of this).

Public Covenant in Patents on Subjectnventions

One might see how, if university administrators believe that they have become, for invention
purposes, the federal sponsor of the research, that they could also come to believe lager that th
BayhDole Act vested ownership of inventions with the university as if the university were the
sponsor of research and the federal funding agreement redirected any federal interest in
inventions to the university. If the federal government asserted shipesf inventions through
funding agreements (and regulations that form those funding agreements), then when the
invention portion of the funding agreement is transferred to the university, so must also the
ownership claim. The university can assert exlé title in inventions it never funded, simply
because the government had funded them and transferred control to the university.

At least, that's one way of reading the IPA program (and, later;Balgf. Things start with the
Kennedy patent policy "pseimption of title" with the government as a basis for federal
contracting. Federal contracts are created by a combination of laws, regulations, and written
agreements. The university then gets to stand in for the federal government for anything
concerningnventions. Thus, the university gets the benefit of the federal "presumption” as a
matter of assignment of the invention portion of the federal contract. When a university "elects to
retain title" (in this manner of thinking), the university is "techrijcalelecting to accept being
nominated by the federal agency to substitute for the federal government in the federal
government's claims to inventions made with federal support."” Under the IPA program, this
thinking might have almost worked. Under B&dtie, however, it's impossible (though it is still
done, of course) because Bayble displaces executive branch patent policy with a
Congressionally mandated patent policy that does not include any requirement in federal funding
agreement that the federadh\gernment has a claim to inventions made with federal support

unless a contractor intervenes. Not there. Darn.
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It's all wickedly clever thinking, at least if one intends tomtanventor rights

This conflation of university interest and compliance ies¢exploits a further characteristic of
federal funding agreements with universities. These agreements are for the most part subvention
awards, "grantén-aid” rather than procurement contracts. There are no "deliverables” in
subvention funding but for éhwork that's proposed getting done, and getting done in a manner
that benefits the public. The scope of the work is what is proposed. The deliverables are destined
for the publie-through publication, instruction, graduation, and assistance. Patentspiagla

role, but the purpose of federal funding was not to provide a subsidy for speculative exploitation
of monopolies as a paywall between subvention research and public access. The apparatus in
federal funding that introduces a concern for patentsdhde with limiting monopoly

speculation in research results in favor of public access.

There are three elements to these limitations, repeated all the way througb&ayfirst, that
the government gets a licers® the government cannot get suedibpaner of a patent on an
invention mae in subvention researchut "subvention invention" rather than merely "subject
invention." This distinction creates the difference between a private market and the federal
market for the invention. Put anahway, the federal use of any invention made in subvention
research is always public domain. The government in asserting this right to be free of
infringement claim$akes nothing away from tlee/nerof a patent on a subject inventjaather,
this freedom is part of the basic bargaider which the government decides not to require
inventions as deliverables in subvention funding.

Second, the government imposes restrictions on the use of the patent system with regard to
inventions made with subvention support. These inventions dye made broadly available, and
earlier than one might expect from inventions made in other contms typical commercial
contexts. Thus, there's an interest in private capital becoming available ("call forth risk capital™)
to speed development of ammyention at a pace that does not wait for savings to accumulate or to
pick the perfect time to introduce a new product for maximum gain (such as when need becomes
greatest, or when wealthy folk are ready to buy, long after poorer folk would have henefited
These restrictions take the form of a default for-egolusive licensing and a default that such
licensing be royaltfree or "reasonablethat is, not based on monopoly rates, but on something
less than what the patent monopoly might produce.

And forexclusive licensing, these restrictions limit the term of the exclusive license, so that there
will be competition for producing products based on the subvention invention within the term of
the patent. These restrictions form the public covenant thetvislinventions made with federal
support. In BaykDole, which was made part of federal patentdaevhaps the strangest aspect

of the law and certainly an innovation in executive branch patent-peiosesses the public
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covenant as both a restriction the property rights of a patent on a subject invention and as a set

of contract provisions that limit, if the federal agency chooses to enforce thenpatemis on

subject inventiomwners can do with their patents on subject inventidhs.publiccovenant is

directed at the patent on subject inventawner's behavior ithe private market for the

invention and reflects the idea that whatever the patent system's strengths and weaknesses might
be in the general case, with regard to subvention research, where the government intervenes to
bolster funding and give prefererioesome private efforts over others, exploitation of the full

patent system is not appropriate.

For example,tiis not appropriate for a patent on subject inventaner to prevent all use of a
subvention invention (through indifference, or receiving payments to prevent ailfaser of a
company's business position). We can rattle through the other-igsimsg at monopoly rates,
preventing others from doing research and enjoying the benefits of their discoveries, stifling
competition, placing unreasonable terms on acckdaying availability. The public covenant
adds both diligence (a kind of working requirement not in U.S. patent law otherwise) and
restriction (so that some legal forms of patent exploitationited only by antitrust laware
excluded in favor of regq@ments arising from subvention funding). To argue against these
restrictions and diligence, as advocates of Exyle have been doing for years and getting the
law changed to reflect their views, is in essence to reject the argument that subventran fundi
should not create a subsidy for speculation in the value of patents taken out on@ubvent
inventions, that these patenon subject inventiomaust have a more restricted use, in favor of
the public and not the patent owner. As 2 CFR 200.316 has it, the grantee must'aiosteea
for public benefit, not as a mere "owner" pursuing a private interest.

We end up, then, with the argument against the public covenant that reduces to "universities may
do anything with a patent that the patent system allows, because all thad tkiesy do for a

public mission, and if they earn money from the value of a patent, that money goes to a public
cause (after paying all those involved in producing that memgygiven typical royalty rates and
royalty-sharing schedules, perhaps the lpushare of the value of the income retained for a
university's use after costs is perhap®2#be total value of each patent on a sttbjevention.

The industry and patent broker system gets 98%. The university holds 2% for its own use. The
public gets virtually nothingnotless than monopoly prices, not a greater freedom of access and
use, not the donation of the balance after costs to public needs rather than institutional needs.

This argumentwhat's good for the university financially is good for the puisliperniciousand
difficult to cut through with soundite style teeth. Arrogant, selfish, corrupt, faux, wrethgse

end up being, in their way, badges of virtue that show the degree to which university
administrators so value the potential for public benefit frasearch inventions that they have

to, at times, bend the awkward red tape of government bureaucracies in order to deliver results.
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It's just that there are virtually no results. The results are kept secret. We see selective "success
stories" attributed toristitutiond bureaucratic ownership afpatent on a subject inventjdyut

we see no connection that shows that institutional ownership advanced public access to the
invention and that whatever came about did so because of institutional ownership and not in spite
of that ownership.

Further, we see nothing about the status of all the rest of subvention inventions claimed by
institutions--and it would appear that over 80% of these are never licensed (and never released for
public use), and of those that are licensed, 1 in 40 mighteew@ommercial product. Even

rarer is the commercial product that meets the standard of "use such that benefits are available to
the public on reasonable terms." We see, further, no account of the effects of this combination of
monopoly licensing and thethholding so many research discoveries from public access. These
effects are not observed, not reported. It's a "don't look, don't tell" kind of thing.

The third class of restrictions we recognize as "marthights, under which the federal
governmentan compel anwnerof apatent on a subject inventiém license the patend meet
government requirements for the public interest in the private marketplace. In the Kennedy
patent policy, such marein could take place if the federal government adopted regulations that
required public us of a subvention invention. In such a case, it did not matter what a contractor
had done with its "principal rights" in an invention made with federal support (subvention or
procuremert-didn't matter). The contractor would have to release the inventiwrexclusively

for public use because the invention's use now was a subject of federal regulation.

You can see why. If the government makes a law that everyone must use some invention, and that
invention is held as a monopoly, then the law basically sradtege demand butted up against a
private monopoly that itself was created through government action. It's a nice system, if one has
the monopoly, but it grates against the idea that the public should allow such monopolies in the
first place when it hasvailable to it the opportunity to prevent those monopolies from forming

by not giving up patent rights at the time of contracting, or any time after. Thus,-imavels

conceived as a way for government to address piivatket side patent behaviorsaddress

such things as nonuse, lack of availability, breach of contract, government treaties, and
government regulations. Some of these practices might be breaches of the public covenant, but
others arise simply as a matter of government actions invéhamgivate marketplace.

Wisconsin' s Representation of an Inventors Options

Considerthen, how Wisconsin's 1969 patent policy is a bit rmaalythed when it announces
the inventor's options when there's federal funding. Here's how the policy sets up the situation
when there is no obligation to a sponsor:
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When, after review by the Dean and the Business Office, it has been determined
that no third party is contractually entitled to control over the property rights
in the invention, the inventor will be so advised and will be free to dispose of
his invention according to his own discretion. Practically speaking, any one of

But under the IPA, the university is not a "third party" that "is contractually entitled to control
over the property rights in the invention.” The IPA requires the university tonegasignment

of an invention to the university if the university has chosen to file a patent application. In the
case of an IPA grant, the dean and business office are determiningvtérsity's rightsot the
sponsor's rights. But they can only dottiigdhe Wisconsin patent policy has been changed so
that the university asserts ownership over inventions made with federal support. The IPA
requires the university to do so when the university has made the decision to file patent
applications, but the KR does not require the university to make such a decision. University
policy does not allow the university to make that decision without the inventor's approval. But
the IPA gave administrators leverage to make it appear that the federal rules forbedgledrc
university policy, resulting in "greater latitude" (according to Wisconsin policy) for inventors.

The Wisconsin IPA eliminates the "third party” for HESponsored research and replaces that
"third party” with the university itself. Thus, the pojicreates an unmanageable institutional
conflict of interest in which university administrators acting in the interest of the institution (i.e.,

in the interest of the programs they control within the institution, such as patenting and income
from patentiry) decide what inventions meet a contract deliverable with a third{bedpuse

that contract deliverable then becomes their contract deliverable. Such a thing shouldn't happen,
but under the IPA, that was the bargain the university administrators madétaccess to

inventions in the research they hosted, which otherwise they disclaimed an interest in.

This change is reflected in the form of the "patent agreement” implemented by Wisconsin:

PATENT AGREEMEXNT

In consideration of my employment by The Regents of the University of Wis-
consin (hereinafter referred to as the University) in connection with work
which has been conducted or may hereafter be conducted in the performance
of a grant, contract or award made to the University by any extramural agency.
I hereby agree to refer promptly to the University (through the Dean to the
Office of the Vice President for Business and Finance) any personaily conceived
discoveries or inventions arising out of the work sponsored or in any way aided
by the grant, contract or award in order that the University may report the
matter to the Grantor, Contracting Agency, or Awarding Agency for disposition
in accordance with its established policies. procedures. and requirements. I here-
by agree to cooperate with the Grantor, Contracting Ageney, Awarding Agency,
or the University’s designee in the preparation and prosecution of any patent ap-
plications relating to sueh inventions and to execute all documents necessary
or incidental to such applications and further agree to assign all rights to such
inventions to the Grantor, Contracting Agency, Awarding Agency, or the Uni-
versity’s designee if assignment is required under the terms of the grant, con-
tract, or award. :

In witness whereof I have hereunto set my hand this day of 3
19

Signed
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The foundation in the IPA for assignment is simpttthe assignment is required by the IPA

when the university has prepared a patent application. But here in the new Wisconsin patent
agreement the premise of assignment is "employment . . . in connection with . . . work in
performance of a grant . . .Employment is the stated "consideration.” This is all very strange if

the agreement is for a promise to assign inventions to a sponsor of research. In that case, it is the
receipt of funds for the inventor's use that might constitute the consideratitdrefpromise to

assign inventions. So "employment" and "consideration” here are-mealyed. Further, if
employment is the consideration for assignment, then sharing royalties clearly has nothing to do
with it. The Wisconsin policy makes it clear thaistis the case:

quickly and effectively into public use. In keeping with its traditional policies,
WARF will pay the inventor annually 15% of the net royalties earned by his
invention.

That is, the royalties paid are not c@lesation for anything. They are "in keeping with"

WARF's "traditional policies." That is, WARF here is described as complying with its own
policies to pay inventors; it does not pay inventors in consideration for an assignment of patent
rights.

But the Wsconsin patent agreement makes sense (in a convoluted way) if it is intended to work
as an agreement to promise to assign inventions to the university (or to WARF). The insertions
of "the University's designee" into the patent agreement explain the asgpbtdyment as
consideration:

by agree to cooperate with the Grantor, Contracting Agency, Awarding Agency,
or the University's designee in the preparation and prosecution of any patent ap-
plications relating fo such inventions and to execute all documents necessary
or incidental to such applieations and further agree to assign all rights to such
inventions to the Grantor, Contractmg Agency, Awarding Agency, or the Uni-
versity’s designee if assignment is required under the termq of the grant, con-
tract, or award.

The university itself is not even mentioned. The "designee" is put in a list of "third parties”
sponsors of research. Take out "the University's designee" and the obligations to disclose and
assign make see-comply with the terms of the research award that benefits your research work.
But inserting "the University's designee™” mixes the issusv the prospective inventor is

required to assign to the university (i.e., the designéxdch could be the univsity or WARF or

most anyone) to fulfill the terms of an extramural contract for research. It's easy to see how this
language slips from federal requirements to any sponsor requirements, and that the pathway for
compliance with any sponsor requirementsrigentions as deliverables must then first pass
through the hands of university officials (or designees), and that this passage ends up as troll
bridge requiring a license and payment.
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Notice as well in the Wisconsin patent agreement that the scopétsfisgirawn broadly:

I hereby agree to refer promptly to the University (through the Dean te the
Office of the Vice President for Business and Finance) any personailly conceived
discoveries or inventions arising out of the work sponsored or in any way aided
by the grant, contract or award in order that the University may report the
matter to the Grantor, Contracting Agency, or Awarding Agency for disposition
in accordance with its established policies. procedures, and requirements. I here-

The patent agreement is not directed at HEW funding but rather to "any extramural agency." It
is a general document that manages compliance with extramural awards. In this regatd, it is no
particularly noteworthy. The noteworthy part, however, has to do with the scope of reporting in
relationship to the scope of the promise to assign. The scope for reporting isammpat/ention
"arising out of work sponsored"” or "in any way aided bygtant, contract, or award." That

scope is much broader than the interest claimed for "subject inventions" in the IPA, which
focuses only on patentable inventions (inventions that are or may be patentable):

: (a) The grantee shall obtain patent agrecwments from all
persons who perform any part of the work under a granl or
award from Lhe Departwment of flealth, Bducation, and welfare,
cexclusive of clerical and manual labor personnel, Tedquiring
‘that such persons prowptly report and assign all subject
“inventions to Qxdntce or lLb approved p1LLHL managcmunt :
organlzatlon.

The scope is "any part of the work under a grant or award.” "Under" is narrower than "arising out
of" or "in any way aided." In fact, the university's scope and the IPA scope are entirely different
models. The IPA's modés that of a specified contract deliverable, something set forth in

writing. The invention either matches that deliverable, or was made "in the course" of creating
that deliverable. One can look at the invention and at the written statement of theedropos
research and determine whether the invention was made "under" the grant. But the university
does not use this model at all. Instead, it looks at the grant as a stduifie grant work "aid"

in making the invention? did the invention "arise" ouhefgrant work? These are not questions
regarding specified deliverables but rather have to do with "assistance" or "use of resources" or
"the consequences of having access to grant funding." These claims are much more general and,
for employers, fall oude of what federal common law permits an employer to claim as a matter
of equitable title.

The use of the employer's resources to invent, or even being paid by an employer, does not create
in the employer a right to own an employee's invention. One hasktat the scope and course

of employment to get to an argument for equitable title. Otherwise, an employer obtains a "shop
right”--a freedom to use such inventions for the employer's purposes without fear of a claim of
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infringement by the employee. BiMisconsin's new 1969 patent policy sets up the disclosure
requirement to be broagny invention "arising out of" or "in any way aided." And then the
policy turns that scope into what may be required to be assigoejist to any sponsor, but to
the uniwersity's own designesvhich is not a sponsor at all. The university's designee is just
proxy for the university itsekand the university might designate itself, for all that.

However, the addition of "the University" in the list of assignees is noteyvas this is the

effect of the IPA with HEW. The university, not HEW, gets to decide whether under the IPA
assignment to the university is "required.” That is, the university gets to interpret the language of
the IPA relative to its own interest agaitist of its inventors.

Other federal agencies followed the Kennedy patent policy according to their own contracting
requirements. Some allowed contractor ownership. Others did not. The Wisconsin patent
agreement here is more than just wrong, more thaatiriglWisconsin's own polieyt's taking
ownership of stuff that the university has no right to take ownership of.

The new 1969 Wisconsin patent policy broadens the scope of the university's interest in patents
yet further:

Office of the Vice President for Business and Finance) any personaily conceived
discoveries or inventions arising out of the work sponsored or in any way aided
by the grant, contract or award in order that the University may report the
matter to the Grantor, Contracting Agency, or Awarding Ageney for disposition
in accordance with its established policies. procedures, and requirements. I here-

Here is the WisconsilPA definition of "subject invention™:

‘(a) The term “"subject invention" as used in this -
. Agreement means any process, machine, manufacture, composi-
.tion of matter or design, ‘or any new or useful improvement
-thereof, and any variety of plant which is or may be patent-
_able under the Patent Laws of the United States made in the
. course of or under research supported by grants and awards
from the DepartmenL of Health, Education, and Welfare.

{b) The term "made*" when used in rclatlon to any
invention or discovery means its COnceptlon or ElrsL autual
reduction to practice. z

Both elements are essential to the definition. First, a subject invention is not just any invention
"arising outof" or "in any way connected" with a federally funded project. Rather, that invention
must be "made in the course of or under research supported” by HEW grants. "Under research”
means that the research specifies that the inventive work. "In the courseaf$ what is done
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to achieve the specified work. "Made" means that the specified work anticipates conception of
the invention or the first actual reduction to practice. This definition is a limiting definition of
invention deliverables. The governmentdzins for inventions that are anticipated in the work
proposed, or made in the course of doing that waskevidenced by the grant documents

Wisconsin, however, construes the claims broadly, so that not only are inventions to be reported
more broadly thn the IPA requires (but Wisconsin might require such reporting since it does so
in the general case, regardless of any ownership claims by sponsors) but also requires the
assignment of such inventions "if assignment is required under the terms of the@raact,

or award." The university gets to interpret the IPA to decide what is assignable to the uriversity
but the investigators and inventors apparently have no access to interpretation of the IPA and so
are caught in the scherhey are stuck wittwvhatever the university decides the university must

do to comply with the IPA requirements on assignment of subject inventions.

The university, of course, represents itself to be "scrupulous” in compliance, and so it will have
to be safe in making sure that it accounts to the government for evetitititige government

might have intended in its definition of subject inventione Tiniversity has given up its neutral
position and presents its diligence to the inventor as if the university is merely complying with
sponsor requirements, when the university has actually put itself in the position to negotiate for
itself those requinments and eliminate investigators or inventors in having any say in the matter.
The say goes to the deans, business officers (for whatever reason) and to university
administrators in "Central Administration.” In just this little bit of clever work, Wiskconsns a
remarkably open patent policy controlled by investigators (in their negotiations with sponsors
over iP) into a compulsory one operated by administrators, to which inventors have no access to
negotiate anything.

It is this alignment of bureaucsastanding between faculty investigators (and inventors) and
federal research sponsors that creates the conditions for bureaucrats to stand between
investigators and investigators in all funding agreemémiasist on university ownership as if

the sponer were insisting in such ownership, and making sponsors agree to such a requirement,
whether the sponsor wanted it or not, and then enforcing that agreement on investigators and
inventors, to their disadvantage and without "protections” (as the Suprenré [ it, in

Stanford v Roche

The Wisconsin patent policy also opens up the question of how inventions become patentable. In
doing so, it also suggests a line of thinking that expands institutional interest in patents. The
patent policy includes a disesion of what constitutes an "invention.” There are two kinds of
inventions, according to the poliegatentable and not patentable. The ones that matter,

obviously, are the patentable ones. But under the IPA, the issue of ownefsEpignmentis
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directed at the invention, not specifically at the patent on the invention. Thus, the requirement in
the IPA that Wisconsin require assignment of inventions is easily misread. The IPA requirement
for assignment depends on the university deciding to fileemtpapplicatiorthat is, it depends

on the university determining that an invention is at least potentially patentable. But it is easy to
switch things around and claim that inventors must assign all inverpiatentable or netand

the university willsort out which ones are patentable.

This review for patentability creates a second institutional conflict of interest. Let me show you
how it works. Here's the interesting bit of 1969 Wisconsin patent policy:

Whether an invention or discovery is patentable may best be judged by tho§e
experienced in patent law and often requires painstaking study of its relationship
to the pre-existing knowledge in the art to which the invention belongs.

If there is doubt as to patentability and utility, expert opinion should be sought
promptly. The Wisconsin Alumni Research Foundation (Licensing and De\{elop-
ment Divigion) is prepared to assist any University inventor in helping him to
judge whether or not the invention or discovery contains patentable subject
matter. :

Patentable inventions have variousihatttes. The common ones are that such inventions are
"new, useful, and neobvious." But it is also the case that patentability depends on an inventor
(or someone else with access to the inventiec)gnizing thithe inventionis an inventionthis

was called the "contemporaneous recognition and appietiatithe invention.” Only when
someonerecognizes some development as inventive is that development also potentially
patentable (all other requirements for patentability being met).

For an inventor working in a garage (where inventors frequently, jtegrlentirely up to his or

her own decision whether to recognize something as inventive. If an inventor says, "No, that's
not anything important, not an invention” then whatever it is, invention or not, igehot
patentable because there's been no "conteamgmus recognition.”

The U.S. transition to "first inventor to file" procedures makes the issue of "contemporaneous
recognition” a no+factor in determining who is entitled to a patent ("first to invent™), but the
underlying concept remains in effectaif inventor does not recognize work as inventive, the
inventor has no standing to sign the affidavit and oath that accompanies a patent application that
he or she is a "true inventor." An inventor must be persuaded that he or she has contributed to a
patertable invention before that invention is indeed patentable.

The effect of the Wisconsin patent policy is to encourage university personnel to take their
inventions-or potential inventionsto be reviewed for patentability. This is a typical corporate
approach-report all inventions (patentable or not) and we'll have experts determine whether an
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invention is patentable (and then persuade you of it, too). Since corporations typically enforce
trade secret requirements, they can assert ownership of all mwgnpiatentable or not as a
matter of nordisclosure and use only for the benefit of the corporation.

But a university with an open policy on publication and academic freedom does not so readily
have the means to create a trade secret regime. To do seoutdvmove a university out of
exemptions to basic research in export control law, requiring the university to apply for export
licenses to allow various foreign nationals (including students and visitors) to have access to
research information subjectamiversity trade secret requirements. Thus, a university is not in a
position to claim ownership of ngratentable inventionghough many universities these days
have just this claim in their patent policies. Some goofball administrator must have thought
sounded "comprehensive" to claim all inventions, whether or not patentable, making a patent
policy also be a newatent policy.

Thus, here's the challenge for administrative compliance with reporting inventions to research
sponsors. If the purpose ofetineporting is to establish rights in those inventidinat is, the

right to patent, or a right to a license under a patietn the inventions to be reported are
patentable onesones for which a patent might be obtained. If the reporting obligatoy is

"new technology-then investigators report what they have done that's new, regardless of
whether it is merely new to their work or a new thing on the face of the earth for the first time.
Absolute novelty doesn't matter, originality doesn't matter a¥®lier has been produced gets
reported. (This is how NASA handlégew Technologyby the way.) The is no need for any

dean or business officer to review reports of new technology. There's simply nothing for them to
do that a researcher doesn't already know. The only way that the dean or business officer has
anything to contribute is if the dean oisimess officer does not represent a university ownership
interest as a result of the reviethat is, if the only concern is whether the new thing was made
within the scope of the statement of work governing the research project.

Review for Patentability

It's when the review is f@atentability that things get interesting. Then "experts" can consider
whether some new thing is also patentable. That's where we get to the Wisconsin policy
approach-experts should decide what's patentable. Now, it is certainly the case that ik a leg
matter whether something new meets the legal requirements for "new, useful, aslovioars”

and is directed to statutory subject matter, and whether a specification is enabling and discloses
the best mode of use, and the like. Butnio& legal matter whether an individual recognizes
something new as inventive. (It may be a legal matter to determine if and how an individual
recognized something new as inventivet that's different, and later). Either an individual
recognizes something doesn't. No attorney is needed for the recognition part of patentability.
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