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Horizontal Issues in IP Law - Uncovering The Matrix
University Innovation and Technology Transfer--
The Bayh-Dole Act after Thirty Years of IncentivesCommercialize

By
Llewellyn Joseph Gibbohs
l. Introduction

What do the Australia, the United Kingdom, P.R.Gifina, the United States, South
Africa, India, Japan, Brazil, and Malaysia haveammon? While you are pondering this riddle,
I would like to thank Professor Annette Kur, ATRPPesident, for the opportunity to present and
explore these issues at the 2009 ATRIP Congresd$)asl, Professor Vytautas Mizaras, the staff,
and especially students at the University of Vitnfar their warm and gracious hospitality. The
topic of the 2009 ATRIP Congresdorizontal Issues in IP Law - Uncovering The Mati$x
especially relevant since the focus of the subjeatter of my topic is quite visible; yet, it
depends heavily for its success on hidden ancilmglies of law, custom, and obvious but
unremarked economic development for its succegsst provided my one hint. Because this is
an intellectual property conference, the top thaeswers to the riddle, | guess would be
intangible or tangible cultural heritage, biodivrs and the Bayh-Dole Act Model of
government sponsored research at universities.cohmect answer is “Bayh-Dole Act Model.”
By the Bayh-Dole Act Model, | am referring to padis that transfer ownership of government
sponsored research to the research institutiomaimgte commercialization with the government
retaining limited patent rights to protect the polohterest.

You may be asking yourself why | am speaking alaoualmost thirty-year old U.S. law
regulating U.S. government sponsored research aivérmities — well with a bit of a rhetorical
flourish, it may be coming to a university or caynhear you. For example, the following
countries have or are considering Bayh-Dole Act Bddws include: United States, Brazil,
Malaysia, South Africa, Japan, India, Philippinégjstria, Denmark, Finland, Belgium, Germany,
Norway, Korea, Taiwan (P.R.C.), Hong Kong, SARRIE.), and People’'s Republic of China
(mainland). Some countries such Austria, Denm@sgmany and Norway have also abolished
“professor’s privilege” so as to assign title te thniversity rather than the individual researcher.
A third group of countries rely on hortatory besagiices guidelines. Finally, in some, for
example France, university research already betbtgéhe university. One may find it hard to
believe that any one model, regardless of how dedigned, is able to meet the needs of such a
disparate group of countries. Regardless how hosvroeasures the Bayh-Dole Act model, by
GDP of the countries adopting it to population o tountries adopting it, the Bayh-Dole Act
Model dominates the global academic research contyaun

The countries named in the riddle made it a trigkgtion since | agree not all of these
countries have adopted the Bayh-Dole Act Model &gulate the relationship between
government sponsored research and ownership qiateaits that may result as a consequence of
that research, but all of these countries haveideresd whether the Bayh-Dole Act Model is
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appropriate under their unique economic, cultuedal, and political environmeht.Some for
example, Australia and the United Kingdom haveatejg the Bayh-Dole Act Model in favor of a
sui generigpath of their owri. While others have adopted the Bayh-Dole Act Mddajreater or
lesser degrees. So, it behooves us as intelleptoglerty scholars as well as members of the
academy, especially in a setting such as this ahcieiversity to remember that universities
through faculty holds as a public trust the intial heritage of humankind—we preserve the
past, document the present, and prepare for theefutHow changes in government funding will
affect national development issues, faculty reseagendas, and the unique role of the university
is clearly part of the matrix.

Il. History of the Bayh-Dole Act

Thirty or so years ago, facing economic malaisggfttion, high unemployment, and
numerous political and social crises, the Uniteatedt electorate rejected (at least rhetorically) th
technocratic-regulatory state and under the abgi\tdministration of President Ronald Reagan,
adopted policies that transferred power from thgonal government to smaller political and
economic units and increasingly relied on the iiléshand of the marketplace. The United
States government is one of the world’s largest$tors in pure and applied research. Pre-Bayh-
Dole Act, the intellectual property rights (patem@re owned by the U.S. government, and the
government agencies sponsoring the research hiditicentive to prosecute patents and find
potential licensees. Therefore, much of the fetefahded research was never commercialized
and left in the dusty tomes of academic publicatiorAs part of the trend of increasing the
privatization of government functions, Congresscéed the Bayh-Dole Act which granted to the
grantees of federally funded research ownershiphefpatent rights subject to some limited
exceptions. Now that the ownership was in the arfdacademic intuitions, these institutions
were expected to become entrepreneurial. The @higeof the patent rights in theory motivated
both the university and the individual researcherseek out potential licensees who would then
commercialize the product and in so doing growth8. economy and provide revenue to the
university. If this actually worked it would bepime example of the invisible hand of Adam
Smith at work’

In 1980, the United States Congress, realizingettigting policies for commercialization
of government sponsored research through agenemsiicg was at best feckless and at worse
stifling innovation, passed the University and SrBaisiness Patent Procedures ABayh-Dole
Act).” The full scope of the Bayh-Dole Act is beyond 8wope of this article. But, a basic
understanding of some of the history of the BayhleDAct and some of its provisions are
necessary to understand the legal context. Rsidhé enactment of the Bayh-Dole Act, there
were twenty-five different intellectual property liptes that governed federally sponsored
university research Although the United States government owned ove®™®8 patents, only
five percent of these were actually licensed, ahthat five percent only a infinitesimally small
number lead to a commercial prodic€ompanies were loath to invest in commerciakzatf
government owned patents because as one commeigiped “what is available to everyone is

2
3

4 A rhetorical point outside the scope of this preation, but university and faculty motivation may

not necessarily be tied to royalty revenue as atre§research.

° P.L. 96-517codified at35 U.S.C. §§200-12

6 RUTH TAPLIN,VALUING INTELLECTUAL PROPERTY INJAPAN, BRITAIN, AND THE UNITED STATES 24
(2004). See also de Larena, supra note xx, at 7978-

! Taplin,supranote xx at 25.
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of interest to no one’” To the degree that either commercialization galty revenue was a goal
prior to the enacting of Bayh-Dole, the preexistimmijcies were a failure.

Il. Summary Analysis of the Bayh-Dole Act

The Bayh-Dole Act represented a sea change indimenercialization of federally sponsored
research. The Bayh-Dole Act provided that patdatatventions as a result research done at
universities and other not-for profit institutionsuld belong to the not-for-profit research eritity
To protect the public interest, the federal goveenhretained some limited march-in rights, a
grant-back, the right to take title, if statutoyrhalities are not observed, and a preference for
licensing to small business®¥s.But largely, universities could grant licensesthe technology
they developed without governmental interfereficdhe Bayh-Dole Act, while not free from
criticism, has by many measures been a su¢te$se most recent Association of University
Technology Managers (AUTM) 2007 licensing surveyorgs that university research resulted in
3,622 patents, 5,109 licenses and options, 555at@trup companies, and 686 products release
to the public®®> Overall in 2006, 189 universities generatedtal tof $1.5 billion dollars? A
slightly out of date 2002 article reveals that oahe percent of university patent generate more
that $1 million in incomé® The ratio licensing royalties to patent expensas roughly four-to-
onel® Although, this institution may be unique sinceoab56% of the patent expenses were
reimbursable by licenseés.All-in-all in comparison to the commercializatiomyalty revenue,
and exploitation of federal research dollars pttee Bayh-Dole Act, the Bayh-Dole Act is an
unqualified success.

8 Id. This violates our basic understanding of patew as necessary to prevent free riding on the

labors of others. But upon closer examinationpisimake sense in some markets, in the absenéeaof ¢
patent rights and exclusive licensing agreemeffitijviestment is required for commercialization then
companies will not make that investment. For exampharmaceutical companies will not invest huge
sums to translate the basic research into a conmhgnoduct and then obtain the necessary regwylator
approval. See /80 STEHR AND BERND WEILER, WHO OWNS KNOWLEDGE?: KNOWLEDGE AND THE LAW 135
(2007).
o 35 U.S.C. § 202(a).

10 See generally 35 U.S.C. § 202.

1 Peter S. ArnoWhy Don’'t We Enforce Existing Drug Price Contrglgb Tulane L. Rev. 631
(2001).

12

See generally, de Larersapranote xx (criticism of Bayh-Dole Act).

13 http://www.autm.net/AM/Template.cfm?Section=FY_200izensing_Activity_Survey&Template=/CM
/ContentDisplay.cfm&ContentID=2805

14 http://www.forbes.com/2008/09/12/google-generaitic-ent-tech-
cx_mf_0912universitypatent.html

12 http://www.hopkinsmedicine.org/webnotes/licensigf/0.cfm

v

18 For rhetorical comparison, university technology research is not an investnigs a gamble.
Please consider this the United States governnmyeisied $37.1 billion dollars in university reséarc
efforts. This resulted in 3,622 patents, or anraye research investment cost per patent of $lgomil
dollars. IBM filed for 4,186 patents after invegfi$6 billion dollars in research and developmentor
average research investment per patent cost o3 $dillon dollars. So, if the goal is maximum nuentof
patents then private investment is more efficieghg goal is revenue, invest in a government bonds
whatever the justification for Bayh-Dole Act Modebislation it cannot not be university revenue can

it be justified solely on commercial grounds. Raeiny U.S. universities, investing in a ticket fbe tstate
lottery may have a better rate of return.
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Critics of the Bayh-Dole Act are both numerous aadiferous, and their complaints too
numerous to address in this presentatio@onsequently, this presentation will just offeftaaror
of some of the criticisms of the Bayh-Dole Act. €8 often challenge the baseline assumptions
from which the success of the Bayh-Dole Act is mmead™ For example, the baseline of the
number of federal patents that were not being comiadezed is a poor basis on which to make
any assumptions as to the need for private ownemshd exploitation of government research.
These patents were the result of Department of r3efesponsored research with defense
contractors, and this often cited figure consistédDepartment of Defense patents that the
contractor could have taken titled to but rejedtads suggesting that these patents had little value
Other critics point to the fact that the contrilbatiof university research is made through the
public dissemination of the reseaf¢hOther critics point to the fact that “A dollargorth of
investment of academic invention or discover[y]uiegs upwards of $10,000 of private equity
capital to bring [it] to market?® If the figure is even roughly true, then an imjplassumption of
the Bayh-Dole Act is that there is access to welladoped capital markets, including angel and
venture capital funding’ Absent access to capital, even with strong ietélial property rights
in the fruits of government sponsored researchethdli be no commercializatiof.A recent
study disclosed that the top 20 institutions reegi®3% of the net patent royalties while most
institutions received negative or negligible neteparoyalties® Critics also question the impact
of the Bayh-Dole Act on university patenting andribtite the modern propensity to patent
university innovation to changes in the law. Mamjversity patents are in the biotechnology
areana. At the time of the Bayh-Dole Act, there avepme questions as to whether some
biotechnology innovations were patentable subjeatten Other critics question the validity of
using the quantity of patents as a measure andestitgat the quality of university patents maybe
decreasing over time. While numerous and anecgiosaitcessful, the actual success rate of
university spin-offs is also subject to debate. efEhare also questions as to whether the
entrepreneurial effects of the Bayh-Doyle Act hastaminated the truth seeking nature of
scientific research or redirected faculty from presearch to applied research with commercial
applications. Even in the United States amongarsity technology managers, there is a shift
from the purely entrepreneurial statistics “[toexples where our efforts were delivering more
benefit to our local communities and to societyémeral. Our member organizations have long

19 For a succinct critical summary of the Bayh-Dolet And its application in developing economies,

see Anthony D. So, et al., Is Bayh-Dole Good forv&eping Countries? Lessons from the US Experience,
available at
http://www.plosbiology.org/article/citationList.aoh;jsessionid=514A216992AA6D1ESEOF4E488763430
D7articleURI=info%3Ad0oi%2F10.1371%2Fjournal.pbict0262; see generally also Schecht, supra note
XX
20 Rebecca S. EisenbergPublic Research and Private Development: Patentd @rchnology
Transfer in Government-Sponsored Resead@hva. L. REv. 1663, 1680-81 (1998).

So,supranote xx, at 2078.
= Schachtsupranote xx, at 4 (quoting “Innovations Golden Goosije Economist (US), Dec. 14,

2002)).
s Access to capital markets, venture capital, angelfunding in a perennial problem in most
developing economies. Even in the U.S., at leashtyvsix states have at least one state sponserdgdre

or seed capital program. Many if not most reseamtlversities have found it necessary to indeperygent
raise capital and run their own seed or venturétaaimvestment funds. Commercialization of fedbral
sponsored university research is a capital intengxpensive, and risky endeavor.

2 This is especially true because similar to the. B&yh-Dole Ac many national Bayh-Dole Act
Models requires that the innovation be developetlexploited by local businesses so theses bussesse
less likely to be able to enter global capital nesésk

2 HARUN BULUT AND GIAN CARLO MOSCHINI, U.S.UNIVERSITIES NET RETURNS FROMPATENTING

AND LICENSING A QUANTILE REGRESSIONANALYSIS, Working Paper 06-WP 432 at 2 (September 2006)
available at Http:/www.card.iastate.edu/publicasi®@BS/PDFFiles/06wp432.pdf at 2
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recognized the importance of public benefit and ynather aspects of technology transfer
captured in their mission statemerfts.”

Finally, the acquisition, maintenance, and expt@n of patent rights are extremely
expensivé’ From the technical expertise to identify and abiaigal protection of patent rights,
the costs of prosecuting patents potentially onlabaj scale, and the costs associated with
licensing the patents, the Bayh-Dole Act Model isg® significant costs on universiti&s.
Because the United States does not have an absmluidty requirement, universities enjoy a
one year grace period and can seek potential Besnbefore seeking patent protection-albeit at
the cost of absolute novelty and protection in odwintries. Alternatively, if the invention has
global potential, the university may file a relatiy inexpensive provisional patent application,
use that year to seek a commercialization partamet,then if the innovation has value then file a
non-provisional patent application. In other worilsthe United States universities can test the
commercial market for their inventions before hbairivesting in the expenses associated with
patent protection. Legal options such as thesenniiei the costs of legal protection by limiting
seeking patent protection to innovation that hasm@l commercial value. These options are
not as readily available outside the United Statésy examination of the appropriateness of the
Bayh-Dole Act Model requires an extensive undeditem of the legal and economic
underpinnings that are necessary for its successtiah are not explicitly part of the Bayh-Dole
Act--in other words, the hidden matriX.

V. Recommendations

The Bayh-Dole Act gifted the fruits of federalgponsored research that results in
patentable inventions to among others not-for-prafiversities’ This munificent gift may have
been more than adequate thirty years ago when tpbtensubject matter with the limited
exceptions of trade secret “know how” was largelscokte from other forms of intellectually
property*> This is no longer the case. Many modern innovatiespecially software or methods
of doing business are not only patentable butikedylto contain trade secrets and copyrightable

% See AUTM, U.S. Licensing Activity Survey: 8. InctaAUTM no longer survey its members

regarding royalty revenue$-urther, industry is the primary point of controldacommercialization and

research institutions ultimately have very litttenerol over how much revenue is generated. Numerous
factors influence the success or failure of redeanrstitution’s licensees, and these licensee’slpets, in

the marketplace, including timing, funding, markgtand other elements.” Id. at .

2 Most U.S. university technology transfer offidesve seven-to-fourteen staff members; although,
almost as many operate on three-or-fewer staff neesntsee 2007 AUTM Survey. The median salary for
a director of technology transfer at a public unsity was US$123,000, assistant director US$95,96Q
licensing associates US$87,829. 2008 AUTM Salary&u

2 One U.S. law firm suggested the costs of a U.&mpaanges from $2,000 to $9,000 (or more),
and the costs of filing may range from $1,000 im&ia to $12,000 in Japan where translations are
required. https://www.oppedahl.com/cost/ A recletv York Times article suggested that costs for a
patent  were $15,000 no including the salaries of ivareity  administrators.
http://www.nytimes.com/2008/09/07/technology/07 uxib¢m|

2 Also, the economy of the United States is suffittielarge that merely seeking protection in the
U.S. is often a viable option. Universities in ctiigs with less developed economies or export-degen
economies may be forced to rely on expensive pateoperation treaty applications in order to achiev
adequate protection.

0 Arguendo, U.S. tax laws, bankruptcy code, statklacal incentives to business are all hidden (as
in not part of the Bayh-Dole Act but instrumentaits success).

3 Mary Margaret Styer & Jack KerrigaA, Guide to the Labyrinth: Evaluating and Negotigtia
3Léniversity Technology Transfer Dedll B.U.J. Sci & Tech. L. 221, 222 (2005).
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elements® The Bayh-Dole Act, with the exception of patengalsiventions, makes no provision
for allocating the other intellectual property riglhat are a result of federally sponsored rekearc
thus leaving the ownership of these forms of ietgllal property to statutory default rules, state
law, and university policy. This is not surprising 1980, computer programs were protected, if
at all, through copyright la#. Business methods were not subject to either ogistyor patent
protection®® And, the U.S. Supreme Court had not yet declahed patentable subject matter
“include[s] anything under the sun that isyade by mahthus opening the new frontiers of
biotechnology, software, and methods of doing =esn

The premise of this section is simple: in ordeetf@ctively commercialize some university
research ownership of the patent alone is inseffiiciA Bayh-Dole Act Model law must embrace
other forms of intellectual property. A fully enabl patent application must disclose the best
mode of practicing the claimed invention and pewni¢ of ordinary skill in the art without undue
experimentation to practice the disclosed inventfonAgainst, this statutory requirement, it
would seem that trade secret and copyright woudgt plminor insignificant role at best. But, this
is not necessarily the real-world cd5eA researcher may possess significant negativevtraw
that facilitate commercialization by preventing t@mmercializing entity from wasting time and
resources going down blind alle¥s. The researcher may also be aware of more progisin
avenues of research leading to commercializatidso,Ahe disclosure in the patent is the best
mode as of the date of the application; there iseqoirement that the inventor reveal subsequent
research as to newer preferred ways of practidieg dlaimed inventiod? This subsequent
research may not be patentable, but may be insiiaiie the commercialization of the patented
invention. None of this commercially valuable infation are revealed in the patent application,
but rather are trade secrets or know-how of eitherinventor or university. In the case of
software or business method patents, the copyhthtaut unpatentable aspects of the invention
may hold the key to the patent’'s eventual comméEzei#on. For example, a college of education
professor discovers a patentable method of defigeinstructional material; a prospective
licensee is unlikely to want to invest in writingw software and constructing new lessons in

3 See generally Deborah Azar, Method To Protect Computer Programs: The Integratiof

Copyright, Trade Secrets, And Anticircumventioneasures, 2008 t4H L. Rev. 1395;
http://www.aaup.org/AAUP/issues/DE/samplelP.htmC@mputer programs fall into a gray area between
the two types of intellectual property. Programatthre a part of a "new and useful process" may be
eligible for patent protection, while programs emyiog minimally original expression may be eligilite
copyright protection.]”

3 See Final Report of the National Commission on Newhnology Uses of Copyrighted Works;

® See State Street Bank & Trust Co. v. Signatunargial Group, Inc., 149 F.3d 1368 (Fed. Cir.
1998)(rejecting business method exception to pabdmtsubject matter) abrogated by In re Bilski5 54
F.3d 943 (Fed. Cir. 2008); Baker v. Selden, 101. 9%5(1879)(the practice of a method of accountiag
protected by copyright).

3 35 U.S.C. § 112n re Wands858 F.2d 731, 737 (Fed. Cir. 1988).

3 See http://www.jordasecrets.com/jorda_on (“oveb8if technology licenses cover Trade Secrets
or are hybrid licenses covering Patents and TradeeS. Furthermore, it is indisputable that li@sngnder
Patents without access to the associated or calakmow-how are often insufficient to practice the
patented technology commercially. A patent spedifon is often too brief and too general and diseto
only embryonic or rudimentary R&D results ratheariithe ultimate scaled-up commercial embodiment.”).
For example, one commentator suggested that biogpm offs from universities rely on trade secrets
unless there is high market value and high levefsatent enforcement. See Tonis Mets, etTdle Role of
Intellectual Property Protection in the Businessag&igy of University Spin-Off Biotech Companiesain
Small Transition Econom2 Rev. OF CENTRAL & EAST EUROPEANL. 19, 20 ( 2007).

38 Cf. Rutgers Council of AAUP Chapters v. Rutgeéd84 A.2d 821, 825-27 (N.J. Super. Ct. App.
Div. 2005)(University must negotiate with facultyes ownership of laboratory notebooks.).
3 35U.S.C. § 1124).S. Gypsum v. Nat'l Gypsum Co4 F.3d 1209, 1212 (Fed. Cir. 1996).
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order to make use of the university owned patenthenmethod of delivering instruction much
less to evaluate the commercial value of licengiiregpatent?

A. Patent

Under the Bayh-Dole Act, the patent rights to ptble inventions discovered using
federal funds belongs to the universityThere is an obligation to share the royaltieshtite
researchef’ If the university elects not to prosecute a pateen the researcher has the right to
do so® Under the Bayh-Dole Act, the patent rights of facmembers and universities regarding
federally sponsored research is unambiguuas the primary federal law governing the
allocation of patent rights for federally sponsoredearch, the Bayh-Dole Act raises the specter
of federal preemption of state laws. This is rd tase. The Bayh-Dole Act is primarily
designed to regulate relationships between grardédsderal research funds and the federal
government so the Bayh-Dole Act is unlikely to pnge state laws regarding patent owner$hip.
In the absence of federal preemption, states atd sburts have created an extensive body of
law governing the ownership of patentable invergion

B. Trade Secret

Although, the Bayh-Dole Act focuses on patent t8gipatents should not be the default
norm for protecting university based innovationrade secrets sometimes described as know
how protect information that conveys a competitimdvantage by being kept secfét.
Accordingly, trade secret law will protect inforrwat from misappropriation even if the
information does not qualify for protection undéther patent or copyright laiV. Trade secret
protection should be chosen over patent if theamity believes that it will take longer than the
patent term to replicate the invention and thatitlvention will have value in excess of the patent
term; that the value of the invention is less thatcosts of patenting; or that the invention it no

0 See Atari Games Corp. v. Nintendo of America 18@5 F.2d 832, 839 (1992)(“ the expression
adopted by the programmer is the copyrightable efenin a computer program, and that the actual
processes or methods embodied in the program aneitiin the scope of the copyright law.”). Alsie
potential licensee, even if he or she licenses ghtent, risks a copyright infringement suit when
commercializing the patent. Finally, rather thatloflving the more conservative and better path of
addressing intellectual property issues in indiglusigned contracts between the faculty membedrtha
university, many universities erroneously attempt alocate intellectual rights through employment
manuals or university policies.1[1]

4 Board of Trustees of Leland Stanford Junior Unsityrv. Roche487 F. Supp.2d 1099, 117-18
(N.D. Cal. 2007).

4235 USCA 202(c)(7)(B). As one “venture capitalistnphasized [before a Ohio House Ethics and
Standards Committee]that [we] are wholly depenaentiniversity researchers to help [us] in the pssce
of moving technology from the research setting efsiartup company. He said for the researchets"ffar
the rewards are not there, faculty are not inclitedard invention or participating in the technolog
transfer process.”
http://www.rotundacollection.com/Hannah/Report_CadtteeReport.aspx?id=4636&ps=true

43
44

® Fenn, 393 F. Supp. 2d at 141.

a6 Lars S. SmithRFID and Other Embedded Technologies: Who Ownd#te, 22 Santa Clara
Computer & High Tech. L.J. 695, 722-23 (2006).

4 See Smith, supra note 46.
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patentable, but has commercial value by being lseptet’®

posted:

As one distinguished professor

Over 90% of all new technology is grist for Tradec&ts. Patents are but tips of
icebergs in an ocean of Trade Secrets. All techi@ind business information,

including inventions, know-how and show-how can rhaintained as Trade

Secrets. Thus, Trade Secrets are not just for -etatye and subpatentable
developments and manufacturing processes at lsesbnae believe.

All companies and institutions have tons of Prdpne Information, whether or
not they appreciate it. In an IPO survey awhilekb@8% of the participating
corporations rated Trade Secrets as their most riauiointellectual assets. So
it's no surprise that Trade Secrets are often medeto in industry as “crown
jewels.” And, especially internationally, Trade &sds are the “workhorse of
technology transfer’®

Accordingly, unless universities are sui generisthiat they produce patentable innovation
without associated trade secret know-how then treecship of trade secrets must be considered
as an element in a university's intellectual propgrortfolio especially as an ancillary to its
patent portfolio

In the United States, there is no conflict or prpgom between federal patent law and
state trade secret |al. States have substantial discretion in their @eadf property rights or
torts liability under trade secret law.Accordingly, the ownership of a trade secret inadter of
state law’> Some states like Ohio already have laws thatrasséroad claim on research
conducted at state universities. For example imoOMll rights to and interests in discoveries,
inventions, or patents which result from reseancineestigation . . .” could be interpreted as a
claim on not only patentable inventions but alswlér secrets or know-hat. The limited case
law also supports the position of employer owngrsiitrade secrets. Bpeck v. North Carolina
Dairy Foundation, Ing.the Court held that faculty members who were htredo research and
paid salaries had no claim to the trade secretegsothey discovered, the trade secret was the
property of the university, and an express wrifpeficy regarding patent that was silent on the
issue of trade secrets will not be deemed a waif/g¢he university's property right in the trade
secret’ However, even in the absence of such a policgliing university faculty, the general

48

(1991).

49

David A.Friedman, et al., Some Economics of Tr&#eret Law, 5(1) J, Econ. Persp. 61, 63

Karl Jorda, http://www.jordasecrets.com/jorda_on/

0 Kewanee Oil Co. v. Bicron Corp4l6 U.S. 470, 484 (1974). There is no generdéral trade
secret law prohibiting the misappropriation of waskecrets. ENRY J. PERRITT, TRADE SECRETS PRAC.
GUIDE §1:6

51 Cf. Uniform Trade Secret Act with Restatementi{@hof Unfair Competition

52 Rohm and Haas Co. v. Adco Chemical, 89 F.2d 424, 429 (3d Cir. 1982).

3 OH. Rev. CoDE ch. 3345.14(b). The legislative history is silemt what the legislature intended
by the operative language of chapter 3345.14(l&retlis nothing in the meeting reports to suggest th
chapter 3345.14(b) should be limited to patents] #re goal of commercialized of resarch at state
universities is consistent with a broad interpietatto include patent rights. See generally
http://www.rotundacollection.com/viewBill.aspx?lilm=sb286&ga=8

4 Speck v. North Carolina Dairy Foundation, Inc.9&8.E.2d 139, 143 (N.C. 1984). It is interesting
to note that in this case the university had amigtelicy providing for royalties to be paid to tfeculty
member. Refusing to apply the policy by analogg, €ourt held that
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rule is that an employer can prevent an employeen frevealing a trade secret which the
employee developed during employment only by arresgcontract restricting its use or by
virtue of the special confidential relationship thie parties® In the absence of an express
agreement, the focus is on whether the employeehise to invent® Most research faculty who
are recipients of funding arabsigned specific research projects will probaalwfithin the class
of those a court is likely to find to have beeretito invent’ Consequently, the trade secret
should be owned by the university.

Critics reject this conclusion that the universityould own the trade secrets associated
with faculty research, because if the universityned the trade secrets generated by faculty
research then the university may suppress knowledgarding university research out of its
desire to increase the value of its intellectualperty portfolio®® First, considering the paucity
of university licensing revenues and that in acddehe coin of the realm is not federal reserve
notes but rather first to publish, for untenufaculty, the mantra is “publish or perish,” and for
faculty on soft grant generated money, publicatiimstrumental in obtaining further grants and
continued employment; therefore, a rational unitgrespecially one desiring to keep productive
researchers who bring in large grants (for whiah uhiversity receives an overhead payment) is
unlikely to suppress or delay publication for aign#ficant period?® In fact, often submission of
a patent application follows the actual submissafnan article for peer review prior to
publication under the dangerous assumption thamngtibg an article for publication does not
start the 35 U.S.C. § 102 statutory bar nor cothemvise raise issues of patentabifity.

Further, the written Patent Policy of the Universias not a written contract to
waive the University's rights in the secret processo assign all or any part of those
rights to the plaintiffs. That policy merely assigfifteen percent of the royalties from
any patentobtained on an invention by an employee of thevehsity to the inventor.
The secret process developed by the plaintiffs natspatentable, and this fact was
recognized by the plaintiffs at the time they dism®d the process. The written Patent
Policy adopted on November 16, 1973 by the defenddre Board of Governors of The
University of North Carolina, simply was silent @strademarks and trade secrets. Id.
At 144.

This would suggest that absent a trade secretyptiie trade secret belongs to the employer and
courts will not grant royalties under parent pr@as in university policy manuals.
s Wexler v. Greenberd,60 A.2d 430, 433-34 (Pa. 1959).
%6 McClain v. State269 S.W.3d 191, 198 (Tex. App. 2008)(citing 5 Mihg on Trade Secrets § 5.02
(Lexis 2008); 13 William V. Dorsaneo, Ill, and HerbJ. HammondTexas Litigation Guidé&s 200.04
(Lexis 2008)).
s Seesupra,section xx patent discussion of “hired to invent.”
Of course a university is free by contract to waits ownership of its trade secrets, this article
posits that universities would not assert tradeetgarotection in basic (unpatentable) researcithéathe
university would claim and assert trade secretemtain only when the trade secret is instrumemahée
commercialization or licensing of a university owrgatent.
%9 Cf. de Larena, supra note xx at 1387 (most unitiessreceive 50% of the grant for in-direct costs
and pointing out that at one university over 20%hef budget was funded through federal researatigra
Solarex Corp. v. Arco Solar, Inc121 F.R.D. 163, 177 (E.D.N.Y. 1988)(focusing on the
confidential relationship of the journal to the side reviewers); BNGT DOMEL, PHARMACEUTICAL
PATENTS IN EUROPE 134 (2000)(disclosure under a duty of confidentialityt m public disclosure under
principles of absolute novelty)But see generally Edwin S. Flores TroyPublish and Perish: Patent
Aspects of Peer Review Miscondubt TEX. INTELL. PROP. L.J. 47, 48 (1996)(observing that “One
important way that the peer review system is flawsdthrough its reliance on the perfunctory
confidentiality agreements that peer reviewers agleed to sign. Even if scientists sign confiddityia
agreements, a breach of such an agreement wilsalohge an inventor's right to a patent.”). For an
example of reviewer misconduct, “an author discedewhen he went to visit a friend's lab in New k,or
that not merely did the friend have a copy of haper, but so did the postdocs in the lab as wed, &
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Second, the university ownership of trade searety actually increase the diffusion of
knowledge. The stereotype in this debate is theltipmmember as noble seeker of truth versus the
avaricious, incompetent, university administratdrhe reality is that by permitting the faculty
member to retain the trade secrets that univelsty a weakened its ability to negotiate with
potential licensees, especially if the researchesirds to create a university spin 6.
Potentiality, the licensee must consider the coktibtaining the trade secrets from the research
(usually through a consulting contract) as a fastdhe patent license royalties. If trade secrets
are instrumental to the exploiting license then tbgsearcher has an effective veto over any
license. Further, as one commentator has obsethexd is no incentive for academics to publish
information about failed researéh.

Finally, the incremental knowledge that is the jscb matter of university research
potentially kept as trade secrets is often ignanethe university context. It is not the ground
breaking basic research that is the hallmark ofexr peviewed journal article nor is it necessarily
new and non-obvious so as to be worthy of a paRather it falls in between so it will neither be
published as original research or as part of thenpaapplication consequently, there is no
dissemination to the public unless there is somévatimn to commercialize this knowledge. If
the University owns the trade secret, it is likedyough its technology transfer office to attempt
to locate potential licensees rather than permgittine knowledge to remain passively in a
laboratory bench-book and to be re-discovered titrahe process of serendipity. University
ownership under these circumstances is more likelgad to dissemination of knowledge, if not
to the public and least to the relevant businetife=n

C. Copyright

Even under the U.S.'s utilitarian approach to capr law, copyright ownership in
university research is problematic for at least t@ason§® Countries with strong moral rights

was offended.”ld. at 64. Clearly the distribution of the article pomstdocs under no agreement or
obligation of confidentiality raises the specteraoB5 U.S.C. § 102 statutory bar and the lost ¢oérga
rights in countries requiring absolute novelty. $eaerally, BFFREY G. SHELDON , HOW TO WRITE PAT.
APPLICATION § 4.4 (“If a paper is published about the inventiafore the United States patent application
is filed, then, in absolute novelty countries, ibMd be impossible to obtain a patent.”). Consatjye
filing a patent application before publication sugsion is always the best policy. SeePAT. L.
FUNDAMENTALS § 1:36 (2d ed.)(®owever, the one-year grace period provided foth®/Paris Convention
only applies once there has been a patent apptindiling in the Patent Office of a member counityis

of no avail if any public use, sale, or disclospreceded the filing of a patent application, evgratsingle
day.”)(emphasis in original).

61 A researcher may have a superior claim to thedieeas opposed to a larger and more profitable
licensee since Bayh-Dole Act gives a preferencanall businesses. See 35 U.S.C. §200 (2000) (titeis
policy and objective of the Congress...to encouragximum participation of small business firms in
federally supported research and development sffol}.

2 John T. CrossDead Ends and Dirty Secrets: Legal Treatment ofdtiee Information 25 J.
Marshall J. Computer & Info L. 619, 620 (2009).atée starts can be incredibly valuable informatidhe
fact that an experiment failed is useful knowleddeis useful at the very least because if it wetdely
available, it would prevent other people from pimguthe same option . . . Even more significantly,
knowing that an invention failed can lead to knalge as to why it failed. That knowledge can beyver
useful.” Id.

&3 SeePittsburg State Univ. v. Kansas Bd of Regeh®2 P3d 336, 347 (Kan. 2005)(“whether any
particular creative work of a faculty member caitéis work for hire will depend on whether the work
meets the Restatement tast,, whether it is the type of work the faculty memlveas hired to create;
whether it was created substantially within thedtimnd space limits of the job; and whether it was
motivated by a purpose to serve the university eggsl. This will necessarily involve not just a edsy-
case evaluation, but potentially a task-by-taskuatéon.”)(citations omitted).
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regimes may find the ownership of faculty works rev@ore problematic. First, the 1976
Copyright Act's provisions regarding works creatéisdrough employees or independent
contractors may be difficult to apply and secoresgite explicit textual changes in the law, some
courts still employ ancient principles of facultsiylege to shield faculty copyright works from
university ownershif? Finally, unlike patent law and trademark law,réhis very little room for
the state to enact legislation affecting the owmiersf a copyright or the process by which it is
transferred. This section will explore how univées may assert rights in faculty generate
copyrightable materials. Although invaluable foeir scholarly merit from email, blog-postings
to scholarly articles and trade-books, the vastuam®of copyrightable materials produced by
faculty often have no significant commercial or momic value®> Only an irrational university
would assert a copyright in those materials comsigethe cost of administering a university
based licensing office. Further, traditional fagwopyrightable works such as scholarly articles,
books, and other creative works are unlikely tockamated if the university asserted a copyright
claim to the work so the focus of copyright in tisisction is on copyrightable works that are
associated with patentable inventions or are akipatentable inventions, for example practical,
utilitarian works such as computer programs.

1. 1976 Copyright Act

Faculty exist under the penumbra of copyright land as fonts of [a modicum of]
originality with a propensity to fix their originaéxpression, the academy is awash with
copyrighted works. The vast majority of which have commercial value. However, some
works such as lectures which in the past were itagsand lacking in commercial value, may
now be digitally “fixed,” repackaged, and sold éstahce learning coursésThe 1976 Copyright
Act provides that a copyright vests in the aufffidn Community for Creative Non-Violence v.
Reid the Court held that “[a]s a general rule, theéhauis the party who actually creates the work,

o4 See, e.g., Weinstein v. Univ. of Ill., 811 F2@01 (7" Cir. 1987); Hays v. Sony, 847 F.2d 412,
416-17 (1988). Under the 1909 Copyright Act, sccoenmentators and courts suggested that because
faculty received regular salaries, use univeraifypdies, university facilities, and were expectegtiblish,
faculty writings could have been considered woxksHire. Laura G. Lape, Ownership of Coprightable
Works of University Professors: The Interplay Betwethe Copyright Act and University Copyright
Policies, 37 Vill. L. Rev 223, 233-34 (1992). Fhguightly by custom and tradition are free to t&ron
any topic of their choice in a manner of style loéit own choosing, but university control of disagk
tenure, promotion, and salary is clearly a formirafirect control. Id. ~However, based on academic
traditions and in two distinctly limited factualsss, some courts have declined to find that faculitings

are works-for-hire under the 1909 Copyright Act. Id

& If you doubt this, remember most professors aepgred to surrender their copyright in a journal
article merely in exchange for publication and fgcibooks are rarely best sellers. See,e.&7HB
LUEY,HANDBOOK FOR ACADEMIC AUTHORS 92 (4" Ed. 2002)(discussing university subvention to
publishers to publish books that to not otherwisskeneconomic sense). Of course, this principleois
true for books, text books, study aides, etc, enehere a faulty author could more profitablyast/his

or her time, if economic remuneration was the sotgivating factor. Faculty incentives to publishels

are tied to the economic value of the copyright 8ssaf Jacoblort Made For Hire - Reconsidering The
Ccnv Casell YALE J.L. & TECH. 96, 146 (2007-2008)(suggesting that pre-tenuteébliph or perish” is
adequate incentive, post-tenure some other ineemqterhaps economic may be required.)but see Lape,
supra note xx, at 267 (suggesting that depriving facwafysupplemental income based on copyrighted
works may “contribute to flight from the university

66 Elizabeth Townsend,egal and Policy Responses to the Disappearing thea Exception,” or
Copyright Ownership in the 21Century University 4 MINN. INTELL. PROP. REV. 209, 224 (2003),
available at http://mipr.umn.edu/archive/v4an2/toemd. pdf

&7 17 U.S.C. § 201; 2ATRY ON COPYRIGHT § 5:3 (The 1976 Copyright Act does not definettren
“author” instead relying on case law.).
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that is, the person who translates an idea intiesl f tangible expression entitled to copyright
protection.®® Authors for the purposes of the Copyright Act eéther be the natural persons who
created and fixed the original works or anotheitgicluding a juridical person, if the work is
deemed a “work for hire®® A work for hire is either a work created by anpdoyee acting
within the scope of his or her employment or a warkated by an independent contractor if the
work falls within the categories of works enumedaia the Copyright Act, and there is an
express written agreement signed by the authdneoatithor’'s agent that the work is a work for
hire.”” In either case, the employer is the author forlegjal purposes?® Alternatively, the
copyright in the work can be assigned by the autbdhnis or her employer in a clear written
document signed by the employee or his affelearly, the simplest and best way to arrange a
university copyright policy is through individuallgigned agreements rather than through
purporting a transfer of copyright ownership throus university policy manual or employee
handbooK? Albeit in the absence of such agreements, theitmw published policies may be
sufficient to grant a non-exclusive license to tinéversity.

2. Faculty Prerogatives a/k/a “Teacher Exception”

Traditional principles of academic freedom, theomdtion that faculty members have a
sui generis role that is not replicated elsewhareur society coupled with the fact that most
faculty authored works had little or no commereialue resulted in a judicially created exception
for faculty works under Copyright laf#f.The 1976 Copyright Act deems the employer as the
author for work done by an employee within the scophis or her employmefit. The case law
is mixed on whether scholarly works prepared byltgcare works-for-hire under the 1976
Copyright Act’® Section 201(b) clearly states that

In the case of a work made for hire, the employeotber person for whom the
work was prepared is considered the author forgaey of this title, and, unless

&8 490 U.S. 730, 737 (1989).

69 17 U.S.C. § 201; see also 17 U.S.C. § 101 (dagimiark for hire).

I CCNV, 490 U.S. at 737.

n 17 U.S.C. § 101

2 17 U.S.C, § 204(a)Radio Television Espanola S.A. v. New World Enitemant, Ltd, 183 F.3d

922, 929 (9th Cir.1999). Lape, supra note xx.4&-29.

The question of whether new consideration is meguifor contacts with existing employees,
especially tenured ones, is complex so probablp#tter practice in an absence of clear law isrtwige
new consideration. See Hogan v. Bergen BrunswigpC@378 A.2d 1164, 1167 (N.J. Super. A.D.
1977))(NJ does not require new consideration fostqgonployment contracts “where the supporting
consideration is at least, in part, the continuatid employment.”); Credit Bureau Management Co. v.
Huie, 254 F.Supp. 547, 554 (D. Ark 1966) (same Adges and Texas); but see, Mary J. Hackett and
Patricia E. Antezana, 2002-2003 Update: Non-Compegecements And Consideration--What's An
Employer To Do?, 74 Pa. B.A. Q. 47, 48 n.2 & n20(3)(citing cases for and against a requiremeant fo
new consideration).

" See generally, Townsergljpranote xx (discussing the history of copyright aaduity works).

& CCNV, 490 U.S. at 738. The argument that the 1@@pyright Act rejects the 1909 Copyright
Act’s in essence is that the 1909 Copyright Actesalied on custom and under the 1976 Copyriglit Ac
only a written agreement can vary the provisions8of01l. See Manning v. Board of Trustees of
Community College Dist. No. 505, 109 F. Supp. 26,980 C.D. lll. 2000); Lapesupranote XX, at 243.

6 Weinstein v. Univ. of lll 811 F.2d 1091 {7Cir. 1987);Hays v. Sony Corp. of An847 F.2d 412
(7" Cir. 1988);but seeShaul v. Cherry Valley-Springfield Central Sch.tDis363 F.3d 177 (2Cir. 2004);
Vanderhurst v. Colorado Mt. College Dist6 F. Supp. 2d 1297 (D. Colo. 1996&jjpin v. Siebert419 F.
Supp. 2d 1288 (D. Or. 2006). See Lape, supra nofe & 259 (suggesting that university copyright
policies avoid relying on works made for hire ight of the “confusion” in the courts).
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the parties have expressly agreed otherwise iniewrinstrument signed by
them, owns all of the rights comprised in the cagyt’’

EvenHays v. Sonythe leading case supporting the continuatiorhefteaching exception to the
work-for-hire doctrine noteéh dicta that although a literal reading of 17 U.S.C § ®)Mould
destroy the teacher exception, Congress couldlwakg done so “inadvertently,” that abolishing
the teacher exception would wreck “havoc” on thitlest practices of academic institutions, and
to be a work for hire the work under 201(b) mustniede “for” the employer which is not the
case for most academic works.This last argument stressing the word “for” waade after
earlier condemning a literal interpretation of theguage of 8§ 201(b).

In the absence of a statutory teacher’'s exemp#onoopurt is most likely to find that
faculty authored works are works-for-hire under@8.®). The first element that the university
will have to prove is that whether the copyrighteatk is of the kind that the employee was hired
to perform’® Under § 228 of th&estatementauthoring a work is scope of a faculty members
employment if “(a) it is of the kind he is employtalperform; (b) it occurs substantially within
the authorized time and space limits; (c) it isuatéd, at least in part, by a purpose to serve the
master.®® Addressing the first element the kind of worktttiee employee was hired to perform,
in Genzmerthe court found that a doctor was hired to uradkerta research assignment with “a
myriad of activities” wrote a computer program viiithhe scope of his employméfit.Under the
facts of the case, the court founds that authodomputer code was “within the ultimate
objective of the principle and an act that is nolikely that a servant might d8* The second
element of the Restatement test is whether the teak place substantially with the authorized
time and space limits. ThHeenzmercourt recognized that professional employees domook
regular shifts and at a regular place of businaiger they work as needed where needed. The
GenzmerCourt found that it was sufficient that the wodok place “during the time period that
he was employed®™® The third and final step is whether the emplowes motivated at least in
part to serve the employer or at least that thel@yap’s motivation was appreciably motivated to
further the employer's goafé. If the goal of the university is the creation adiffusion of
knowledge then almost any scholarly work falls wvitlthe employer’'s goals. Publications,
research, and the production of other copyrightecksrwhich are disseminated to the scholarly
community and to the public at large are criticalat university’s reputation and bottom liffe.
This can be read more narrowly as supporting tladsgaf the research laboratory or the goals of

v 17 U.S.C. § 201(b)
8 847 F.2d 412, 416-17 (1988)
& Genzmer v. Pub. Health Trust of Maimi-Dade Cou¥9 F. Supp. 2d 1275, 1981 (S.D. Fl.
2002) (citing Rest. (Second) of Agency § 229). étbourts have applied the same test in the coofext
University faculty, see, e.g., Rouse v. Walter &sésiates, L.L.C., 513 F.Supp.2d 1041, 1056-61 (S.D.
Iowa 2007)(applying the § 229 test to researchlfaeuho developed a computer program).
o Id. (citing Restatement (Second) of Agency § 228)

Id.
82 Id. Quoting 8§ 228, cmt b.(“To be incidental, hawg it must be one which the servant is
employed to perform. It must be within the ultimatgective of the principal and an act which itnist
unlikely that such a servant might do. The fact thgparticular employer has no reason to expect the
particular servant to perform the act is not cosivie.”).
93 Id. at 1282
84 Id.
8 MURRAY SPERBER BEER AND CIRCUS How BIG-TIME COLLEGE SPORTS HAS CRIPPLED
UNDERGRADUATE EDUCATION 97 (2001) (primary function of adminstrators andtulty at research
instutitions is prestige maximumization and ingi@nal excellence as measured by the fame of the
school’'s research programs and professcesER MICHAEL BLAU, THE ORGANIZATION OF ACADEMIC
WORK 237(1994).
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the grant or other funding supporting the facultgnmbber’s research. While a university rarely
instructs faculty what and when to write nor hovd avhen to express their ideas, the university
incentive structure of dismissal, promotion, tenw@mpensation, and post-tenure review assures
effective if not day-to-day control over faculty hedarship®® Consequently, most faculty
scholarly production, especially those tied to sooed research are likely to be considered work-
for-hire and authored by the universify.

3. 1976 Copyright Act and Assignment of the Copyright

Assuming that the university is not the author urttie work-for-hire doctrine then the
copyright in the work can be assigned by the autbdhnis or her employer in a clear written
document signed by the employee or his afferAn individually and negotiated and signed
agreement between a faculty member and the uniyeisiarly meet the requirements of § 204.
The agreement is best signed at the point wheréathdty member becomes a new employee of
the university. However, some universities maydnae establish new copyright assignment
policies. Applying such a new copyright assignmauifcy to existing faculty members raises a
significant question of whether new consideratian required for contacts with existing
employees, especially tenured ones, is complextigneso the better practice in an absence of
clear law is to provide new consideratf8ihe simplest and best way to arrange a university
copyright policy is through individually signed agments rather than through purporting a
transfer of copyright ownership through a univgrgiblicy manual or employee handbook
whether adopted unilaterally by the universitylmotigh a collaborative process with the faculty
union or faculty senate.

Whether a faculty union or the faculty senate carthe agent of the employee for the
purposes of the 1976 Copyright Act is doubtfulThe 1976 Copyright Act does not define the
term “agent.” The United States Supreme Cou@ammunity for Creative Non-Violence v. Reid
looked to the Restatement of Agency to define comiaav terms used in the 1976 Copyright
Act.®* Under Restatement of Agency, the elements of@gare: 1) a manifestation of consent
by the principal that the agent will act for it; 2)consent to act by the agent; and 3) subjeation t
the control of the principaf. The first and third factors are most problematihether individual
faculty members manifest consent that either aruniothe faculty senate (or similar governing
body) act for him or her in the matter of copyrigissignments is doubtftd. Further, individual

86 So, faculty research done pursuant or supported byuniversity grant, sponsorship, release time,

or similar incentives may more clearly fall withihe scope of employment element under the work-for-
hire doctrine.

87 This raises serious questions about whetherdriuture faculty will have a free and robust range
to engage in research. See Townsend, supra nost xx,

88 17 U.S.C, § 204(a)Radio Television Espanola S.A. v. New World Enitemant, Ltd, 183 F.3d
922, 929 (9th Cir.1999). Lape, supra note xx.4&-29.
89 See Hogan v. Bergen Brunswig Corp., 378 A.2d 11667 (N.J. Super. A.D. 1977))(in the case

of an at-will employee, NJ does not require newsoderation for post-employment contracts “where the
supporting consideration is at least, in part,dbetinuation of employment.”); Credit Bureau Managat
Co. v. Huie, 254 F.Supp. 547, 554 (D. Ark 1966)r(edArkansas and Texas); but see, Mary J. Hackdtt an
Patricia E. Antezana, 2002-2003 Update: Non-Compegecements And Consideration--What's An
Employer To Do?, 74 Pa. B.A. Q. 47, 48 n.2 & n.8Q02)(citing cases for and against a requirement for
new consideration in different jurisdictions).

%0 See Manning, 109 F. Supp.2d at 980 (provisiocoifective bargaining agreement insufficient to
aSS|gn copyright under Copyright Act's “statutdrafids” provisions).

490 U.S. 730, 740-41 (1989).

Restatement (Second) Agency § 1(1).

But see, Margit Livingston|nspiration Or Imitation: Copyright Protection Fd8tage Directions

50 B.C. L. Rev. 427, 451 (2009) (“Ultimately, hoveeythe directors' membership in the SSDC may tdicta

92
93
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faculty membersat besthave only the most tenuous control over thesedspdiuch control
usually being limited to periodic elections. Ituslikely at a court will find that either a uniamn

a faculty governing body or both acting in unissnan agent of an individual faculty member
may convey an individual faculty member's copyrighfTherefore, the most conservative
interpretation of the 1976 Copyright Act is thatther a faculty union nor faculty representative
bodies can convey the assignment of a copyright.

Finally, the author (faculty employee) can gramos-exclusive license to the employer
through his or her conduttConduct by the author that demonstrates acquiesdemecessary
because Copyright law unlike Patent law does nateha shop right. Merely because the
employer's facilities and resources were useddrcthation of the work, is not sufficient to grant
the employer a right to use the work in violatiohld U.S.C.§ 108> Universities that have
copyright policies that exist apart from their eoyphent policies should incorporate the two into
one document or incorporate the copyright polidg ithe employment policy by referente Of
course, this could just result in a case-by-catenge fact specific analysis as to when, if ever,
under state laws these university policies or egmknt manuals arise to the level of an
enforceable contract. Upon determining that threas a contract, did it then comply with federal
copyright law? It may then be argued that by curitig to work for the university under these
policies the faculty member has acquiesced to aemctusive license for use of the copyrighted
work®” There is one even more troublesome problem forewsities that are exploiting faculty
copyrighted works subject to an implicit, unwritteron-exclusive license, such a license cannot
be either assigned or further sub-licend&&o, the university must carefully consider the
potential scope of the implied license or it magdfiitself as a defendant in a copyright
infringement action. An implied license for exampiesoftware may be sufficiently broad to use
the software at the university or to demonstrate jtotential licensees, including licenses whose
interest may be only in the patented or trade sgeotected aspects of the software. But, it may
be not be broad enough to transfer or licensee rkimgp copy of the software to a potential

that they be regarded as employees for copyrighpgses. To participate in collective bargaining
agreements with the various theatrical organizatidhe directors belonging to the union must have
employee status. Independent contractors are ntitled to participate in collective bargaining
agreements. Thus, the SSDC has always insisteduttiah directors are employees of the producer.”
(internal citations omitted).

o See 17 U.S.C. § 204(a); Effects Associates, IndcCahen, 908 F.2d 555, 557 (9th Cir.1990)
(explaining the copyright act's “statute of frauds”204(a) writing requirement);3 MNIMMER & D.
NIMMER, NIMMER ON COPYRIGHT 8§ 10.03[A][7](“When the totality of the partiesbreduct indicates an
intent to grant such permission, the result is @exolusive license.”).

% See Baltimore Orioles, Inc. v. Major League BafidPlayers Ass'n, 805 F.2d 663, 672 n. 14 (7th
Cir. 1986).

% Lape, supra note xx, at 248; 3 Pat. L. Fundamer@al7:27 (2d ed.)(“Unilaterally promulgated
employment manuals or policies do not become datiememployment contract unless expressly included
in it.”); but see E.I. Du Pont de Nemours & CoQOkuley, 344 F.3d 578, 585"&Cir. 2003)(“According

to the Faculty Manual, WSU holds “ownership in pégeand other non-patentable intellectual products
developed by its employees as a result of theirleympent.” The parties do not dispute that this nanu
was a legally binding part of Okuley's employmeantcact with WSU.See Thompson v. St. Regis Paper
Co., 102 Wash.2d 219, 685 P.2d 1081, 1087 (1984) (rezog that under Washington law employment
manuals can give rise to contractual claims).”).

o7 Id., 3 Pat. L. Fundamentals § 17:27 (2d ed.) (“kewsideration in determining whether an
employment manual gives rise to contractual ohiligetis the reasonable expectations of the empisyee
% In re Golden Books Family Entertainment, Inc., Z5®. 300, 309 (Bkrtcy. D.Del. 2001)(Under

copyright law, “a nonexclusive licensee ... hag/@personal and not a property interest in thielliectual
property],” which “cannot be assigned unless thateflectual property] owner authorizes the
assignment....”)(internal citations omitted).
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licensee for further research. Since the non-eka&uBcense in unwritten and based on the
faculty members acquiesce, it will be difficultdetermineex antethe scope of the license.

The first choice of any university should be teate a scope of employment so that the
university is the author of copyrighted works thelate to commercializeable university created
innovation. The second choice should be individuatten and signed agreements with faculty
members. A third and definitely last choice is thathe absence of such agreements, to create
written published policies may be sufficient to mjraat least a non-exclusive license to the
university which may then grant sufficient rights the university to protect its interest in other
university owned forms of intellectual property.

V. Conclusion

This article concludes that a university must havecarefully nuanced intellectual
property policy that promotes a myriad of goalarfrthose of the university as trustee of our
intellectual heritage of open publication and dep&t the university as a not-for-profit revenue
generating self-sustaining research institutiorthoduties of the university as a corporate body
of independent self-governing scholars. Fortugai@ unfortunately, depending on your
perspective the Bayh-Dole Act did not remain in theted States. It is serving as a questionable
legal model that many other countries to governrétationship between government sponsored
research and recipient research institutions. hénUWnited States, there is a robust and healthy
debate among scholars, technology transfer spatsialind other stakeholders as to whether the
Bayh-Dole Act is a success. Please remember éfiatd exists in the country who created this
model and for whom this model was uniquely adapt&a, it is even more problematic when
other nations not sharing a similar history of relgag the relevant roles of government, research
institutions, and researchers and all of whom pitimgacommercialization with access to capital
and a stable intellectual property rights regimeaideveloped market economy. Consequently,
government attempts to impose the Bayh-Dole Acteha academic institutions which may
lack the administrative infrastructure and the eroic wherewithal to support the requirements
of the Bayh-Dole Model in concert with an econoroicsocial environment not yet ready to
support commercialization of university researchy masult in more hard than good. Finally,
while the Bayh-Dole Act Model creates a fetish ofitpatent rights, it does not adequately
account for other equally important intellectuabgerty rights that may be necessary to the
commercialization of government sponsored resea@dpyrights and trade secrets may be
necessary for the commercialization of the univgreiwned patents, and a rejection of a
university claim to trade secret protection menglgces ownership of the trade secret with the
individual faculty member who may have little or mentive to publish. Modern national
versions of the Bayh-Dole Act Model most considéreo forms of intellectual property and
allocate them appropriately if the newer and mageiicant forms of innovation are to flourish.
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