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The Government-University-Industry Research Roundtable 

The Government-University-Industry Research Roundtable is sponsored by the National Academy of 
Sciences, National Academy of Engineering, and Institute of Medicine. The Research Roundtable was 
created in 1984 to provide a forum where scientists, engineers, administrators, and policyrnakers from 
government, university, and industry can come together on an ongoing basis to explore ways to improve 
the productivity of the nation's research enterprise. The object is to try to understand issues, to inject 
imaginative thought into the system, and to provide a setting for discussion and the seeking of common 
ground. The Roundtable does not make recommendations, nor offer specific advice. It does develop 
options and bring all interested parties together. The uniqueness of the Roundtable is in the breadth of 
its membership and in the continuity with which it can address issues. 

The Industrial Research Institute 

The Industrial Research Institute (I.R.I.) was founded in 1938 under the auspices of the National Research 
Council. Its purposes are to promote, through the cooperative efforts of its members, improved, 
economical, and effective techniques of organization, administration, and operation of industrial research, 
including means for more effective interaction with other corporate functions; to generate understanding 
and cooperation between the academic and industrial research communities; to afford a means for industry 
to cooperate effectively with government in matters related to research; to stimulate and develop an 
understanding of research as a force in economic, industrial, and social activities; to encourage high 
standards in the field of industrial research; and to promote communication and interaction with industrial 
research organizations in other countries. I. R.I. is an association of some 260 major industrial companies 
that provides a means for the coordinated study of problems confronting managers of industrial research' 
and development. 

Publications are available from: 

Government-University-Industry Research Roundtable 
National Academy of Sciences 
National Academy of Engineering 
Institute of Medicine 
2101 Constitution Avenue NW (NAS340) 
Washington, DC 20418 
(202) 334-3486 

Printed in the United States of America 
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Preface 

The Government-University-Industry Research Roundtable has a 
longstanding interest, beginning well before my time as Chairman, 
in minimizing difficulties associated with the negotiation of 
research agreements for industry-sponsored research in 
universities. In 1988, a Roundtable committee, in conjunction 
with the Industrial Research Institute, developed a set of model 
agreements to streamline the negotiation process1• The intent 
was that these models would decrease the time and effort needed 
to develop a research agreement, as well as provide a starting 
point for companies and universities new to negotiating 
agreements. 

In general, the models were well received by the academic and 
industrial communities.2 However, one concern, intellectual 
property rights, continues to pose significant hurdles to successful 
negotiation. We have had repeated requests from academic and 
business officials for further guidance on negotiating intellectual 
property rights in research agreements. And members of our 
Roundtable Council, particularly Richard Zare, professor of 
chemistry at Stanford, have maintained that cooperative 
relationships will continue to be strained without some 
improvements in this area. In response, the Roundtable formed a 
Task Force on Intellectual Property Rights in Industry-Sponsored 
University Research. The members of the Task Force are listed 
in Appendix I. 

The charge to the Task Force was to identify the contentious 
issues related to intellectual property rights and develop contract 
language that makes it easier to negotiate agreements for 
industry-sponsored university research. The focus of the effort 
was to clarify issues that cross institutional boundaries when 
university-industry research agreements are negotiated. In spite 
of the temptation to deal with several related issues, the Task 
Force concentrated its efforts on this narrow focus. Therefore, 
this document does not address other institutional issues that may 
or should impact how a company or a university approaches 
negotiations (e.g., issues related to conflict of interest, and 
incentives and rewards for investigators). Neither did the Task 
Force address some of the more global questions that arise when 
discussing university-industry research relationships: 

1
Simpllllecl and s .. nardlzed Model Agi"Hmrnls ror University-Industry Cooprr.tlve Research, Government-University-Industry Research 

Roundtable and Industrial Research Institute, 1988. 

lsurvey to Assess the Usrrulnrss or Two Model Agi"Hmenls ror University-Industry Cooprr.tln Research, Government-University-Industry 

Research Roundtable, 1990 
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• What principles should guide universities and industries that 
participate in cooperative research? 

• What principles should guide foreign company participation in 
research endeavors with U.S. universities? 

• What principles should guide industry participation in 
university research endeavors supported by federal funds? 

These questions merit full consideration, but were beyond the 
scope and focus of this project. 

I believe that this document will serve its purpose in clarifying the 
more difficult issues that arise in negotiating intellectual property 
rights in research agreements. I hope that using this document 
will enable university and industry research partners to spend less 
time negotiating contract clauses, and more time addressing what 
type of cooperative relationships and research projects make 
sense. 

I am also hopeful that the tenor of this document will modify the 
erroneous perception I have heard from many quarters: that 
university-industry research relationships will generate substantial 
revenue for all involved. Experience just does not bear this out. 
For example, at MIT -viewed by many as the archetype at 
forging university-industry relationships, gross revenue from all 
licensing operations is equal to an amount which is less than 2 
percent of the university's overall research budget. 

University and industry experts on the Task Force emphasize the 
value of the research rather than the financial gain that might be 
realized from tangible products of the research. University
industry negotiations and relationships benefit when each party 
understands the value of the interaction to the other party. Then, 
the sometimes competing interests of the two parties can be 
balanced with regard to intellectual property rights, and a "win
win" agreement and relationship can be achieved. 

The audiences for this document include officials from universities 
and industry who seek additional understanding of key intellectual 
property issues in industry-sponsored university research 
agreements and ways to deal with those issues. Senior officials 
from these organizations, who are not routinely involved in 
negotiating research agreements, may also be able to use this 
document as a conceptual framework for thinking about how 
university-industry research arrangements can work effectively. 
Also, anyone interested or involved in these relationships-

i i  
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including small businesses and faculty members-might use this 
document as a primer to learn from those who have had 
extensive experience in these negotiations. 

I am delighted with what the Task Force has accomplished. Led 
ably by AI Barber, Special Assistant to the Chancellor of UClA 
and Associate Member of the Roundtable Council, they carried 
out a difficult task with remarkable spirit and commitment. 
Casey Kiernan, Project Director, did an outstanding job of 
working with Task Force members, individually and collectively, 
and capturing and knitting together their views to create the 
scenarios and contract language that are the core of the final 
document. I hope you find this result of their efforts to be of use. 

Richard F. Celeste 
Chairman, Research Roundtable 
August 1993 

iii 
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I. Introduction 

During the past decade, research relationships between 
universities and industry have flourished. A number of structures 
for such relationships exist. A company may sponsor a specific 
project involving one or more investigators, or an area of research 
involving a university department, center, or consortium, with one 
or more universities participating. Alternatively, several 
companies may support these structures. A collaborative 
arrangement, in which both the company and the university are 
involved in the conduct of the research project, may involve 
individual investigators-either as a long-term arrangement or a 
short-term focused project-or it may include a university 
department, center, or consortium. 

Within these structures, universities and industry have a variety of 
expectations and objectives which motivate industry-sponsored 
research. 

From an industry point of view, research relationships with 
universities provide a window to new information, knowledge, or 
different approaches to increase fundamental understanding of 
technologies which may be of current or future interest to the 
company. These relationships facilitate the transfer of knowledge 
from universities that may lead to commercially valuable products 
or processes. Access to faculty expertise and students provides a 
pool of candidates for consulting and recruitment. 

Universities, for their part, look to these research relationships as 
a way to enhance the potential development and application of 
university-based knowledge and discoveries for the public benefit. 
By working with industry, universities gain access to financial 
support for research and training; expose academic scientists to 
industrial approaches to research; and increase understanding of 
how university research can address industrial concerns. Finally, 
these research arrangements provide internship and employment 
opportunities for students. 

These industry and university expectations of research 
relationships fit into the larger, primary objectives of each of 
these two sectors. Industry focuses on profit and on obligations 
to stockholders. Universities focus on research, education, and 
services. Thus, two very different cultures are interacting. Even 
within these individual cultures, a great deal of diversity exists in 
terms of objectives, policies, and requirements. 

Given the range of possible structures and expectations of 
university-industry research relationships, it is not surprising that 
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each relationship may require consideration on a case-by-case 
basis. Terms to include in a given research agreement will 
depend on: the structure of the relationship; the stage of 
investigation relative to commercial application (e.g. basic, 
applied) and field of research (e.g. biotechnology, electronics, 
manufacturing); the type of industry (e.g. pharmaceuticals, 
aerospace); the existing state of knowledge and development (e.g. 
a newly explored research area, an already highly developed one 
with patents outstanding); the experience and expectations of the 
university and industry investigators (e.g. new to industry
sponsored research or "old hands"). 

Reaching agreement for the conduct of research between two or 
more partners takes patience, flexibility, and an understanding of 
each other's objectives. Some relationships have been stalled in 
the process of negotiation, and some have failed, because of a 
Jack of understanding and accommodation of natural differences 
in culture and expectations between universities and industry. 
Frequently, prospective research partners need to get to know 
each other before a successful agreement can be reached.3 

Difficulties in negotiating agreements often are the result of the 
perception by one party that the other party has unrealistic 
expectations. The extent to which partners expect to profit 
financially from the arrangement underlies some of these 
difficulties. In addition, university and industry expectations 
regarding diligence in exploiting intellectual property for public 
benefit may differ. If a commercial product emerges from the 
sponsored research, all involved stand to gain: the company 
because it has a tangible result from its investment in a high-risk 
endeavor; the university because its objectives of making the 
results of the research available for the public benefit have been 
realized. 

Advanced knowledge, rather than a potential product, is often the 
most valuable result of industry-sponsored research. The 
obligation of the sponsor and the university to maximize the 
public benefit from the research results may, but does not 
necessarily, require that a product be sold; internal use of the 
research results by the sponsor may promote public benefit by 
increasing efficiency and reducing production costs. 

3See, ror example, Resean:h Universities a Resean:h Partners: n-Co Malee II Work, Howard Schneiderman, 1987; and New Alliances and 

Partnerships In American Science and E111lneerlnc. Government-University-Industry Research Roundtable, 1986. 

2 
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The primary value of the relationship is in new knowledge 
generated by the research that benefits the university, the 
company, and the public, with the added value of training 
students to understand industrial R&D problems. If both parties 
can keep this in mind throughout the negotiation process, 
potential conflicts may be more easily resolved. All sides win if 
agreement can be reached. 

II. This Document 

To minimize difficulties in negotiation, the Government
University-Industry Research Roundtable, in conjunction with the 
Industrial Research Institute (IRI), established the Task Force on 
Intellectual Property Rights in Industry-Sponsored University 
Research Agreements (see Appendix I). The Task Force was 
directed to provide greater understanding of the framework of 
university-industry research relationships, given the diversity of 
attitudes and perceptions; clarify the issues and complexities 
related to intellectual property rights; identify and describe the 
key issues that make negotiations difficult; and suggest a "menu" 
of scenarios and contract language to handle the key issues-all in 
an attempt to minimize or avoid unnecessary difficulties in the 
negotiation of industry-sponsored university research agreements. 

The Task Force chose to focus its analysis specifically on 
sponsorship by a single company of a single university investigator 
project, and collaborative research between an industry scientist 
and a university investigator. Issues particularly related to the 
licensing of technology outside of a research agreement (including 
licenses stemming from government-sponsored research), 
materials transfer agreements, clinical trials, multiple sponsorship, 
and consortia were not explicitly addressed. 

The Task Force's decision not to address these issues is not 
intended to minimize their importance. Although many of the 
issues related to multiple sponsorship and consortia and other 
types of relationships are the same as those considered here, 
these types of relationships may pose additional issues which are 
more complicated by the nature of the relationship. Addressing 
the unique features of each of these relationships is beyond the 
scope of this project. 

The Task Force conducted its work in meetings, conference calls, 
and a workshop during which the input, questions, and comments 
of the broader community were solicited. (See a list of workshop 
participants in Appendix II.) Input was also sought from the IRI 
University Relations Committee and the IRI University Research 

3 
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Relations Directors Network. The result of these deliberations 
follows. 

This document is divided into four sections: ( 1 )  ownership of 
intellectual property; (2) rights to use intellectual property; (3) 
procedural issues; and ( 4) special considerations involving 
copyright. The term "intellectual property," as used in both the 
ownership and rights to use sections, includes both patents and 
copyrights.4 Special considerations for both types of intellectual 
property are noted as necessary. Each section presents a 
discussion of the relevant issues and suggests reasonable ways of 
dealing with them. Suggestions for specific contract language, 
where appropriate, have been included in sidebars throughout the 
text. (A fully integrated contract is not included. The reader is 
cautioned that the use of the language provided in this document 
in the sidebars in an actual contract will require redrafting for 
consistency of terms and approach.) 

The scenarios and the contract language described in this 
document are intended to provide a range of alternatives, a 
description of issues to consider when choosing those alternatives, 
and ways of navigating around potentially contentious obstacles. 
These alternatives may be useful as starting points for negotiating 
some of the most obvious and potentially difficult intellectual 
property rights issues. 

The scenarios and the contract language neither cover every 
conceivable issue and problem, nor are they intended to be used 
as a standard approach. Each issue and approach to handling it 
must be considered in the context of the unique nature of the 
relationship and the objectives of both parties in it. The 
negotiations are part of the "courtship" that is necessary. Up 
front negotiation enables each party to learn the other's 
objectives and expectations in order to define a successful 
relationship. 

III. Ownership of Intellectual Property Rights 

There are three primary scenarios for the ownership of 
intellectual property rights: ( 1 )  the university owns the intellectual 
property; (2) the sponsor owns the intellectual property; and (3) 
the university and sponsor jointly own the intellectual property. 
As a matter of policy, universities generally require faculty 

41ntellectual propeny arising from industry-sponsored university research should not take the form of trade secrets as this form prohibits 

publication or presentation of research results. Trade secrets require a level or guardianship that universities are not set up to provide, 
especially a state institution that must comply with a Freedom of Information Act. 

4 
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members and other employees to assign to the university 
ownership of inventions arising from research undertaken while 
employed at the university. Faculty members and other university 
employees usually sign an employment agreement to this effect. 
The research agreement may provide assurances to the sponsor 
that such an agreement has been signed. 

University policies vary on whether students, research fellows, or 
visiting scientists are viewed as "employees" when considering 
ownership of intellectual property rights. Most universities require 
students and research fellows to assign such rights to the 
university if the rights are generated in the performance of the 
sponsored research. There is more variance, however, among 
university policies on ownership of intellectual property rights of 
visiting academic or industry scientists participating in sponsored 
research. 

These policies should be discussed during the negotiation of 
research agreements in which such personnel will be participating 
so that both parties know what to expect.5 

Scenario 1: The university owns the intellectual property 

Most universities own inventions conceived or reduced to 
practice solely by their employees during the conduct of 
research. In general, sponsors have accepted this position 
subject to other considerations such as the right to use 
intellectual property as discussed in Section IV on page 7. 

In general, universities also own software generated during 
the performance of a sponsored research project, if a 
university scientist or other employee has created the 
material. 

Scenario 2: The sponsor owns the intellectual property 

Companies from some industrial sectors take the position 
that the sponsor has a right to own the intellectual property 
since it has paid for the research. Under this scenario, the 

Contract language for "Faculty 
members, staff, students, and 
research fellows"-Each of 
University's faculty members, staff, 
students, and research fellows 
involved in performing 
investigalions or providing services 
antler this Agreement shaU be 
obligaled to University in writing, 
prior to such involvement, to 
assign his or her rights to any 
University Intellectual Property 
resu/Jing from research under this 
Agreement. 

Contract language for "The 

university owns the intellectual 
property"-"University Intellectual 
Property" means individually and 
collectively aU inventions, 
improvements, or discoveries and 
aU wor/cs of authorship, excluding 
articles, dissertations, theses, and 
boolcs, which are generated solely 
by one or more employees of 
University in performance of the 
research agreement during the 
Contract Period. AU rights and 
tilk to University Intellectual 
Property developed under the 
research agreement belong to 
University and are subject to the 
tenm· and conditions of this 
Agreement. 

5See, for example, Ownership of Unhrerslty Inventions, B. Jean Weidemier, 1992, Journal of the Association of University Technology 

Managers, Volume IV, pages 1-20. 

5 
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sponsor owns the intel1ectual property through contract or 
assignment by the university or the investigators. This 
scenario may apply, for example, when the sponsor has made 
a substantial investment in the development of the 
technology that is the subject of the university's research, 
when the sponsor is likely to be the only practical user of the 
resulting inventions, or if the sponsor has provided 
proprietary information, technology, or material which is the 
basis of the research. 

In cases when the sponsor acquires ownership of a copyright 
or invention, the university retains a royalty-free right to use 
the intellectual property for any internal research and 
teaching purposes, and may retain the right to sublicense to 
investigators for research and teaching purposes. 

Company ownership of intellectual property resulting from 
federally sponsored research requires the permission of the 
federal funding agency.6 

Scenario 3: The university and sponsor jointly own the 
intellectual property 

For intellectual property jointly made by employees of a 
university and an industrial sponsor, under U.S. law, the 
parties have joint ownership in and the independent right to 
exploit the intellectual property, unless otherwise agreed.8 If 
one party wants exclusive rights to jointly-owned intel1ectual 
property, that party needs to obtain the other party's rights, 
by licensing or assignment, as discussed in Section IV., 
Scenario 3 on page 13. 

Contract language for "The 
sponsor owns the intellectual 
property" -University shaU assign 
to Sponsor, upon request, aU right, 
title, and interest in University 
lntelll!ctual Property. No sooner 
tlum three months foiJIJwing 
termination of this Agreement, or 
any extension thereof, the 
University shaU have the right to 
request that Sponsor tnlllre a fuuJI 
decision regarding such 
assignment. Sponsor shaU then 
tnlllre the decision no IIIIer tlum 
sixly (60) days after the 
University's request. Any 
assignment mtule by the University 
to the Sponsor shaU inclu4e the 
foiJIJwing conditions: 

1 

Contract language for "The 
university and sponsor jointly 
own the intellectual property"

"Joint lntelll!ctual Property" means 
individually and colll!ctively aU 
inventions, improvements, or 
discoveries and aU works of 
authorship, exclu4ing articles, 
dissertations, theses, and books, 
which are generaJed by one or 
more employees of University und 
one or more employees of Sponsor 
in petformance of the resetUCh 
under the Agreemenl. AU rights 
and title to Joint Intellectual 
Property belong jointly to 
University and Sponsor and are 
subject to the terms and conditions 
of this Agreement. 

'3s USC 202 (c)(7)(A); 37 CFR 401.14 (k) Special Provisions for Contracts with Nonprofit Organizations. If the contractor is a nonprofit 
organization, it agrees that: (1) Rights to a subject invention in the United States may not be assigned without the approval of the Federal 
agency, except where such assignment is made to an organization which has as one of its primary functions the management of inventions, 
provided that such assignee will be subject to the same provisions as the contractor ... 

"'be assignment might include no conditions. Alternatively, some possible terms include: royalty, diligence, reservation of rights, reversion. 

�or copyrights, and for patents in many foreign countries, the ability to license without accountability to or permission of the other pany 
may be limited. 

6 
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IV. Rights to Use Intellectual Property Under Different 
Ownership Scenarios 

For the purposes of discussing the rights to use intellectual 
property, the three scenarios used in the previous section are also 
used here: (1) the university owns the intellectual property; (2) 
the sponsor owns the intellectual property; and (3) the university 
and sponsor jointly own the intellectual property. 

Scenario 1: The university owns the intellectual property 

Under this scenario, three approaches are described to 
acquire license rights to use intellectual property. The 
document then goes on to describe the scope of the license 
provisions considered within each of these approaches. 

A. Approaches 

When the university owns the intellectual property, sponsors 
may wish to acquire license rights to the intellectual property, 
including the right to use and the right to make derivative 
works. These rights may be in the form of an option in 
which the sponsor can elect a future license, or in the form 
of a grant of a specific license as part of the research 
agreement, although these are not mutually exclusive. Three 
approaches for transferring these rights are discussed below: 
the option for a license; the grant of a license; and the right 
of first refusal. 

Approach 1: Option for a license 

The research agreement provides for an option period 
during which the sponsor has the sole right to elect a 
license, to be negotiated in good faith. While an 
invention disclosure or filing of a patent application is of 
significance, many inventions for which applications are 
filed are never commercialized. Thus, a sponsor will 
typically have insufficient information at the time of filing 
to reach an informed decision on whether to commit to a 
commercial development under a license agreement. 
One reason for the university to conclude a license 
agreement, however, is to commit the sponsor to a 

"The sponsor and the university need to discuss which choices are to be included in the research 
agreement. For example, an exclusive license may negate the need for the grant of a non-exclusive 
license. 

7 

Contract language for •option 
ror a license• -Uni"Vei'Sily hereby 
grants to Sponsor the exclusive 
option to el«t any of the following 
Ucenses: ' 

i) a non-exclusive, royally-free 
Ucense to the University 
lntelll!ctua/ Property for any 
internal research und 
dnelopment purposes 

ii) a non-exclusive, royally-free 
license to the University 
lntell«tual Property without 
the righJ to grant sublicenses 

iii) a non-exclusive, royally
bearing Ucense to the 
University lntell«tua/ Property 
inc/luling the righJ to grant 
sublicenses 

iv) an exclusive, royally-bearing 
Ucense to the University 
lntell«tua/ Properly in the 
freld of use of __ inc/luling 
the righJ to grant sublicenses 

v) an exclusive, royally-bearing 
Ucense to the University 
lntelll!ctua/ Property inc/luling 
the righJ to grant sublicenses 

vi) an exclusive, royally-free 
Ucense to the University 
lntelll!ctual Property inc/luling 
the righJ to grant subUceru-es 

This option shall extend for 
_ [time] from the disclosure of 
intelll!ctua/ properly to the sponsor, 
OR filing of a patent application, 
OR nolice of patent allowance, OR 
issuance of a patent, OR 
conclusion of the contract period. 
Terms and conditions of these 
licenses are to be negolillted in 
good faith and agreed upon 
belween University and Sponsor. 
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commercialization of the invention. Both parties' 
interests may be substantially met if they can agree on 
mutually satisfactory commitment, other than 
commercialization, during the option period. This 
commitment may consist of continued funding of the 
research program, payment of patent costs, internal 
company development, or other considerations, including 
further funding tied to a patent application or other 
milestones. 

The beginning and length of the option period varies 
widely according to the nature of the anticipated 
intellectual property and the industry involved. In 
general, universities want a short option period to enable 
the university to seek a third party licensee in the event 
that the sponsor is not interested in a license. The 
sponsor, on the other hand, would prefer a longer option 
period in which to assess the commercial potential of the 
intellectual property. 

For intellectual property which is a potential product, 
such as that which may arise from research funded by a 
pharmaceutical company, the option period generally 
extends for some period beyond the initial invention 
disclosure or filing, and may extend beyond the 
termination of the sponsored research agreement. 

In some industries, it takes longer to determine the 
commercial value of the intellectual property. For 
example, in many areas of technology, a single patent 
rarely defines an entire product, in which case, the value 
of a single patent may not be clear until other patents 
emerge from a company's patent portfolio. In such cases, 
an extended option period, perhaps even beyond issuance 
of a patent, may be appropriate. Intellectual property of 
these types sometimes arise from research in such 
industries as petroleum, chemical, and heavy 
manufacturing, and is typically utilized with other 
proprietary technologies in actual commercial use. 

Approach 2: Grant of a license 

In some cases the research agreement grants a specific 
license to the sponsor to use the intellectual property and 
describes the extent of the permitted use, as distinguished 
from an option which grants only the right to obtain a 
license at a later time, but no present rights. Often the 

8 

Contract language for "Grant or 

a license"-Uni•enily hereby 
granls to Sponsor any of the 
following licenses: ' 

i) a non-exclusil'e, royally-free 
license to the Unil'enily 
lntell«<ual Property for any 
internal research and 

dne/opment purposes 
ii) a non-exclusi•e, royally-free 

license to the Unil'enily 
Intellectual Property without 
the right to grant sublicenses 

iii) a non-exclusil'e, royally
bearing license to the 
Uni•ersily Intellectual Property 
including the right to grant 
sublicenses 

il') an exclusi•e, royally-bearing 
license to the Unil'enily 
Intellectual Property in the 
freld of W'e of __ including 
the right to grant sublicenses 

") an exclusil'e, royally-bearing 
license to the Unil'ei'Sily 
Intellectual Property including 
the right to grant sublicenses 

l'i) an exclusil'e, royally-free 
license to the Unil'enily 
lntell«<ual Property including 
the right to grant sublicenses 

Terms and condiiWns of these 
licenses are to be negotialed in 
good faith and agreed upon 
between Unil'enily und Sponsor. 
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sponsor obtains a non-exclusive, royalty-free license for 
internal research and development in the research 
agreement, though more extensive license rights may also 
be granted in that agreement.9 Some sponsors may be 
reluctant to fund research without knowing what effect 
license provisions will have on the availability and cost of 
the eventual product. So some license provisions may be 
defined in the research agreement. However, by 
including an option for a license in the research 
agreement, negotiation of most license provisions may be 
deferred until some time after disclosure of the specific 
intellectual property. 

Approach 3: The right of first refusal 

In practice, when the sponsor elects to take a license, the 
parties are almost always able to reach acceptable terms 
for a license agreement for the intellectual property 
resulting from the sponsored research. If agreement 
cannot be reached, mediation or arbitration can 
sometimes be helpful. Occasionally, in spite of these 
efforts, agreement still cannot be achieved within the 
agreed upon time. When this occurs, the university has 
the right to negotiate with third parties. If the university 
is able to reach agreement with a third party on more 
favorable terms than were presented to the sponsor, 
under the right of first refusal, the sponsor has the right 
to accept such a license offered to a third party. 

The right of first refusal may be acceptable to a university 
if it is contingent upon the sponsor negotiating a license 
agreement in good faith during the option negotiation 
period. Having the right of first refusal may provide the 
added level of comfort that a sponsor needs to justify the 
research investment. However, some universities are 
reluctant to accept the right of first refusal under any 
circumstances, because the practical effect may be to 
impede the university's ability to interest a third party in a 
license. For its part, the sponsor may feel that, in the 
absence of detailed license terms in the research and 
option agreement, a right of first refusal is needed to 
reduce the risk that the university will prematurely initiate 
negotiations with a third party. 

9 

Contract language for "The right 
of first refusal" -If Sponsor 
exercises i1s option, the parties wiU 
thereafter negotiate in good faith lo 
conclude a license agreement 
within_ [time]. Such 
negotiations shaU lake into 
account factors affecting Sponsor's 
ability lo commercialize the 
product profllably, including, bul 
not limited lo, terms of any third 
party license which may be 
necessary for the manufacture, use, 
and sale of any product relllling to 
the freld, size of market, 
development time und cost, product 
performance rellllive lo competing 
productl·, and whelher the 
invention is covered by a sole or 
joint patent. 

In the event the parties fail to 
reach a mutually acceptable 
agreement within the negotiation 
period, Univen·ity !ihaU be entitled 
to negotiate in good faith with one 
or more third parties a license for 
any University Intellectual 
Property and University's interest 
in any Joint Intellectual Property. 
However, upon the conclusion of 
such negotiations and before any 
license is granted to any such third 
party on terms more favorable 
than were offered to Sponsor, 
University shaU offer Sponsor a 
license on the l'ame terms. If 
Sponsor is wiUing lo enter into a 
license with University on such 
terms, Sponsor shaU be granted the 
license instead of such third party. 
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B. Scope 

Regardless of which of the above approaches to acquiring a 
license is utilized, consideration of the scope of the license is 
the same. Below is a discussion of possible provisions to be 
considered, including provisions for exclusive and non
exclusive licenses, royalty rates, field of use, and inclusion of 
a full license agreement. 

1) Exclusive and non-exclusive license provisions 

Exclusive licenses are especially important in some 
industries, such as pharmaceuticals, biotechnology, and 
chemicals, whereas they may not be as important to 
others, such as electronics and automobile manufacturing. 

If a technology is of general use or limited value, or if it 
is a small part of a large system, the sponsor may choose 
a non-exclusive license. Sponsors often expect non
exclusive rights to inventions resulting from sponsored 
research to be royalty-free, but companies are generally 
willing to pay royalties for exclusive rights. 

In some industries, pharmaceuticals, for example, if a 
sponsor is granted a non-exclusive license, the university 
may have difficulty interesting other licensees. Some 
potential licensees may not be willing to spend large sums 
of money developing a product using the intellectual 
property that the original sponsor chose not to develop, 
but could subsequently use royalty free or market in an 
improved form. 

If the sponsor elects a non-exclusive, royalty-free license 
to use the intellectual property solely for research 
purposes, the university is still able to grant an exclusive 
license to a third party for commercialization of the 
intellectual property. If the sponsor takes an exclusive 
license, the university must retain the right to use the 
intellectual property in its own research and instructional 
programs. 

10  

C o p y r i g h t  ©  N a t i o n a l  A c a d e m y  o f  S c i e n c e s .  A l l  r i g h t s  r e s e r v e d .

I n t e l l e c t u a l  P r o p e r t y  R i g h t s  i n  I n d u s t r y - S p o n s o r e d  U n i v e r s i t y  R e s e a r c h :  G u i d e  t o  A l t e r n a t i v e s  f o r  R e s e a r c h  A g r e e m e n t s
h t t p : / / w w w . n a p . e d u / c a t a l o g . p h p ? r e c o r d _ i d = 1 8 4 2 6

http://www.nap.edu/catalog.php?record_id=18426


2) Royalty provisions 

Generally, royalty provisions are not included in research 
agreements.10 When they are, the sponsor often will 
agree to a range of royalty rates, deferring determination 
of the actual rate. The pre-specification of royalty rate
or a range of rates-does not preclude discussion of other 
financial considerations during negotiations of the license. 

Royalty rates are influenced by a number of factors 
including the potential market size and profitability of the 
licensed product, the potential cost of commercialization, 
the obligation to pay royalties to more than one licensor
holder for the product, the value added to the product by 
the university invention, and the degree of exclusivity 
granted by the license. The field of research, type of 
invention, size of the research project, prior or 
background rights, stage and type of research being 
carried out, and the nature of the potential intellectual 
property, also may affect the rates. Royalty payments 
may be capped on a cumulative, percentage, or annual 
basis. 

The royalty base will require definition and may be based 
on: net sales, net earnings, bulk manufacturing costs, 
number of units, products, processes, value added, and 
profits. No contract language is provided here for royalty 
provisions because these and other variables must be 
considered. 

In the case of copyrights, universities may expect 
companies to pay royalties for using software, for some 
other types of copyrightable material, and for derivative 
works if the software is not considered part of the 
"deliverables" in a sponsored project. (See the definition 
of derivative works in footnote 15  on page 17.) If 
royalties are to be paid for derivative works, the basis and 
extent of this obligation may be further defined in 
subsequent license agreements or in the initial research 
agreement depending on the specificity of other 
intellectual property terms in the agreements and the 
preference of the parties. 

1'under Title XIII Tax-Exempt Bonds and the House and Senate amendments to it, tax-free status or public bonds may be adversely affected 
under certain conditions, particularly for pre-negotiated royalty rates with exclusive licenses. Because of its complexity, competent tax advice 
may be necessary. See the Conference Report to the Tax Reform Act or 1986, ll-683ff, especially 11-685-6 and 11-689. 

1 1  
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3) Field of use provisions 

Licenses to intellectual property may limit the sponsor's 
license rights to specific fields of use. The license may 
allow exclusive or non-exclusive use within specific fields. 

In many instances, the sponsor may wish to obtain a 
license for all fields of use. The university, however, may 
be concerned about the ability of the sponsor to fully 
commercialize the licensed product in every possible field 
of use. In fact, such full development is an ideal rarely 
realized in practice. Market size, development costs, and 
other factors often make the development of an invention 
for particular applications or markets unprofitable. 
Contract language is generally included that commits the 
sponsor to use "commercially reasonable efforts" to 
develop the invention within the field of use. The 
sponsor may develop certain applications or markets 
through sublicensing or joint ventures. 

For certain types of products, such as pharmaceuticals, a 
broad field of use may be critical to commercial success. 
For instance, successful commercialization may ultimately 
depend on the later discovery of a new medical use for a 
compound that was not considered commercially valuable 
during the original negotiations. Alternatively, a drug 
may have multiple uses that collectively make the product 
sufficiently profitable to justify undertaking the research. 
The sponsor may not be willing to gamble resources on a 
subset of possible applications. At the very least, the 
sponsor will likely feel that competitors should not 
benefit, at the sponsor's expense, from the research it has 
sponsored. 

A compromise acceptable to both the university and the 
sponsor may be to include all fields to which the sponsor 
will devote "commercially reasonable efforts." 

4) Inclusion of full license agreement as an appendix 

In many cases both the university and the sponsor are 
reluctant to negotiate a full license as part of the research 
agreement because it is time-consuming. However, some 
sponsors insist on it. When the parties have sufficient 
information about the probability of intellectual property 
resulting from the research, as well as its likely 
commercial value, a full license agreement may be 

12  

Contract language for "Field of 
use provisions"- [See contract 
language for option for a license 
and grant of a license on pages 
7 and 8, respectively, where 
fields of use may be specified.] 

Contract language for 
"commercially reasonable 
efforts•-"Commercially 
Recu·onable Efforts" means effom· 
and resources commonly used in 
the (e.g. pharmaceutical) 
industry for a product at a similar 
stage in i1s product life of similar 
market potential taking into 
account the establishment of use of 
the product in the markelplace, the 
competiliveness of alternative 
products in the markelplace, the 
proprietary posilion of the product, 
the likelihood of regulatory 
approval given the regu/alory 
structure involved, the profitability 
of the product and alternative 
products, and other relevant 
factors. 
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appropriate. When included, it is usually as an appendix 
to the research agreement. This allows the appendix to 
be easily modified without affecting other provisions of 
the agreement. Discussion of terms to be included in the 
full license is beyond the scope of this document. 

It should be noted that some states require disclosure 
upon request of information in research agreements 
under provisions of their Freedom of Information Act. If 
a license agreement is appended to the research 
agreement, it may become publicly available and, 
therefore, subject to such disclosure. 

Scenario 2: The sponsor owns the intellectual property 

When the sponsor owns the intellectual property through 
contract or assignment by the university or the investigators, 
the university should reserve the right to continue to use the 
intellectual property for internal, research and teaching 
purposes, and may retain the right to sublicense to 
investigators for research and teaching purposes. 

Scenario 3: The university and sponsor jointly own the 
intellectual property 

Under this scenario, both parties can use and license the 
jointly owned intellectual property without obtaining 
permission from the other party, unless they have signed an 
agreement to the contrary." If the sponsor wants exclusive 
rights to commercialize jointly-owned intellectual property, 
the decision to include option and license terms in the 
research agreement should be made based on the same 
considerations discussed above in Section IV., Scenario 1 .  

V. Procedural Issues 

A. Delay of Publication 

University researchers must be able to publish and make 
presentations on the results of sponsored research. Sponsors 
usually obtain the right to review manuscripts prior to 
submission for publication or oral presentation. This is done 

11As mentioned previously, (or copyrights, and for patents in many foreign countries, the ability to 

license without accountability to or permission or the other pany may be limited. 
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Contract language for "Rights to 
use when the sponsor owns the 
intellectual property• -University 
reserves for itself a royally-free, 
irrevocable license to naaJce and use 
such University lnlellectual 
Property within the University for 
internal non-commercial purposes 
only. 

Contract language for "Delay of 
publication" -Sponsor shall be 

furnished copies of any proposed 
publication or preselllalion at least 
45 days before submission of such 
proposed publication or 
presentation. During that time, 
Sponsor shaU have the right to: (i) 
review the material for con.fulential 
infomtlllion provided by the 
sponsor and (ii) assess the 
patentability of any invention 
described in the materiaL If the 
Sponsor decides that a patent 
application should be filetl, the 
publication or presentation shaU be 
delayed an additional seventy-five 
(75) days or until a patent 
application is filetl, whichever is 
sooner. AI Sponsor's request, 
confulential infomtlllion provided 
by Sponsor shall be deleted. 
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to insure that no confidential information of the sponsor is 
released and to assess the patentability of any invention 
described in the material. Commonly, sponsors have 45 days 
to review the material, and another 30 to 75 days to prepare 
and file a patent application. Thus the period allowed for 
review and patent application filing is generally less than 120 
days.12 Periods of time are negotiable, however, and in 
certain rapidly moving fields shorter periods may be 
appropriate. 

B. Procedures for patents 

1) The university owns the invention 

It is customary for the university to file the patent 
application, and most companies are willing to reimburse 
the university for reasonable patenting costs if they wish 
to obtain a license to the patent.13 The sponsor usually 
has the right to review and comment on the application 
and subsequent prosecution of the case including patent 
expenses. When a sponsor pays for filing a patent 

11"here are two possible ways for giving the sponsor time to review research findings to be 
reponed in the publication or presentation or dissenations, theses, and their oral derense without 
intenering with the student's matriculation: 

( 1) Dissenations, theses, and their defense may be considered separate from other 
publications and presentations. The presumption would be that the university and the 
sponsor are working together to assure an adequate dialogue-panicularly when a 
graduate student is panicipating in the research-so that, at the time or derense and 
publication, the sponsor has already had adequate consultation on the material. This is 
especially true if the student has been giving public seminars on the material as pan or 
a job-hunting process. 

(2) The research agreement may spell out that, at the completion or the thesis, the major 
professor will request that the thesis be sequestered at the library until the sponsor has 
completed its review. This approach allows time for sponsor to review the thesis, but it 
does not take into account the fact that the thesis defense orten is considered a public 
presentation, and therefore, it too would be subject to review. 

13Jn many instances, the sponsor and the university may want to establish a procedure for 
reimbursement costs. Some procedures include: consultation and review or costs; sponsor 
monitoring o( the preparation, filing, and prosecution o( the patent application; sponsor pre
approval o( outside patent counsel or of all costs; or sponsor carrying out the patent application 
filing and prosecution task in the university's best interest. 

Usually, sponsors are closely involved in the process so that consultation and review or monitoring 
are typically acceptable to both panics. Some companies, however, as a matter o( policy, requ1re 
pre-approval o( costs to be reimbursed. In the absence of such a policy, the paperwork and time 
associated with pre-approval can require more erron than either the university or the sponsor may 
want to undenake. Lastly, on occasion, the sponsor is better able to prepare and file a patent 
application, and it will take the lead for the university. This procedure can create difficulties, 
however, because o( the potential (or liabilities and conflict o( interest. 

140nce a patent application has been filed in the United States, the patent applicant has 12 months 
in which to file corresponding foreign Convention patents, i( the U.S. filing predates any public 
disclosure. (Some countries, Taiwan, (or example, do not allow Convention liling). 
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Contract language for "Patent 
procedures when the university 
owns the invention"-Univenity 
shaU promptly nolify Sponsor of 
any University Intellectual 
Property disclosed 10 il by the 
researcher(s). Such disclosure 
shaU be provided and maintained 
in confulence. Sponsor shaU have 
up to forty-five ( 45) days from the 
receipt of the disclosure by Sponsor 
in which to request the filing of 
palent application(s). 

University shaU promptly fik and 

prosecute palent applications, using 
coun.fiel of University's choice qfter 
due consultation wilh Sporu·or. 
Univen·ily shaU keep Spon.fior 
advised as to developments wilh 
respect to application(s) and shaU 
promptly supply copies of aU 
papers received and filed in 
connection wilh the prosecution in 
suffrcient time for Sponsor 10 
comment. Sponsor's comments 
shaU be la/cen into consideration. 

Sponsor shaU reimburse aU 
reasonabk oat-of-poe/eel cosLfi 
incurred in connection wilh such 
preparation, filing, and prosecatio11 
of patent applications. Such 
applications shaU include aU ilems 
con.fiidered by Sponsor to be of 
ct�mmercial interest a1ul 

importance. 

Wilhin nine (9) mont/IS of the 
filing date of a U.S. palent 
application, the Sponsor shaU 
provide to the University a written 
list of foreign countries in which 
applications should be fikd. 14 

[Contrad language continued 
on next page.} 

Copyright © National Academy of Sciences. All rights reserved.

Intellectual Property Rights in Industry-Sponsored University Research: Guide to Alternatives for Research Agreements
http://www.nap.edu/catalog.php?record_id=18426

http://www.nap.edu/catalog.php?record_id=18426


application, such costs may be considered a credit toward 
future royalty payments. Absent an agreement by the 
sponsor to pay patent costs, the university should be 
under no obligation to file a patent application or to 
continue prosecution. 

The research agreement may include language to allow 
the sponsor to discontinue paying patent costs. The 
consequences of such action should be addressed in 
negotiations. 

In the case of a non-exclusive, royalty-bearing license, the 
patent costs may be paid by the initial licensee, who may 
be reimbursed on a pro rata basis from revenues obtained 
from other licensees. In the case of a non-exclusive 
license when the sponsor does not reimburse patent costs, 
the university retains the right to decide whether to apply 
for or maintain patents without further obligation to the 
sponsor. 

2) The university and sponsor jointly own the 
invention 

In the case of joint ownership of an invention, the 
university and the sponsor together should decide which 
party is responsible for filing and prosecuting the patent 
application. The other party retains the right to review 
the patent prosecution documents, and patent costs are 
usually shared. When the sponsor has an option to 
obtain an exclusive right to commercialize the joint 
invention, the sponsor generally pays all patent costs, with 
what would have been the university's share of such costs 
being deducted from royalties. 

1 5  

Contract language for •patent 
procedures when the university 
owns the Invention, • continued

If Sponsor elects 10 discontinue the 
fiiUUICiiiJ support of any patent 
prosecution, in any colllllry, 
University shall be ftW 10 continue 
prosecution at Univenily� expense. 

In such event, UniPenily shaU 
haPe no further obUgation 10 
SpoMor in regard 10 such patenl 
applicatioiiS or palenls in such 
colllllry. In the emrl UniHnily 
does not file in a reasonable tinw 
an application on the inHIIIion, as 
directed and paid by Sponsor, or 
inleluls 10 discontinue prosecution 
of any patenl application or 
mainleiUUICe of any patenl, 
University shaU so notify Sponsor 
and Sponsor may elect 10 continue 
prosecution and mainlentuu:e at 
Sponsor� sole expense. 

Contract language for •patent 
procedures when the university 
and the sponsor jointly own the 

invention•-77ae Unitlf!nity and 

SpoMor shaU decide which patty 
shall be Tf!SpDIISible for the 
prosecution of patenl applicatioiiS 
on joint inPentioiiS. If Sponsor 
has an option 10 obtain an 
exclusiPe license 10 the joint 
inHIIIion, Sponsor shaU be 
Tf!SpDIISible for aU patenl costs; 
otherwise patent costs shall be 
shared. Whichever patty is 
tapoiiSible for patent flUng and 
prosecution wiU proPide the other 
patty with an opportunity 10 
comment on papers filed in 
coiUU!Ciion with the paten1 
appUcation. Such commenls shaU 
be taken into COIISideralion. 
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C. Confidential information 

Most universities will agree not to discJose to third parties 
confidential information that is provided by the sponsor for 
use in the sponsored research. Similarly, most companies 
will agree to protect university confidential information. 
Some universities require that the university investigator(s) 
personally sign a confidentiality agreement to safeguard 
confidential information received from the sponsor, rather 
than the university signing. Other universities will assume 
this liability for persons acting within the scope of their 
employment. 

The sponsor and the university may further agree that only 
confidential information directly relevant to the research 
project will be exchanged, unless the receiving party agrees 
in writing to accept additional confidential information. In 
practice, this concern is generally more important to the 
sponsor, who wants to confine discJosure to information 
relating to the research project to avoid potential conflicts 
over ownership of inventions that arise from the sponsor's 
own research. 

Sometimes, confidential information will be discJosed by both 
parties during the course of the research. Rather than deal 
with this issue in the research agreement, the parties may 
enter into a separate confidentiality agreement at the time 
confidential information is discJosed. Otherwise, discJosures 
not covered by a confidentiality agreement may be 
considered public discJosure. 

The parties should be aware of the terms of their state's 
Freedom of Information Act, which may limit the conditions 
under which confidentiality can be maintained. 

16  

Contract language for 
"Confidential information•
During the term and any 
subsequent extension of this 
Agreement, and for a period of _ 
_ years thereafter, the parties !!·lulU 
not use or disclose to any third 
party wilhoUI prior wrilten consent 
of the other party, any Colif"ulential 
lnformalion of the other party. 
For the purposes of this Agreement, 
"Colif"ulential lnformalion" means 
aU information which is disclosed 
or provided to one party to this 
agreement (Receiving Party) by the 
other party (Disclosing Party), 
whether in wrilten form, or in oral 
or electronic form which is reduced 
to wrilten form, and is designaled 
in wriling as colif"ulentiaL The 
Receiving Party shaU lulve no 
obligations wilh respect to any 
portion of such Colif"ulential 
Information which: 
(a) is or IIIIer becomes generaUy 

available to the public by use, 
publication, or the like, 
through no fau/J of the 
Receiving Party; or 

(b) is obtained wilhoUI an 
obligation of confulentialily 
from a third party who had 
the legal right to disciDse the 
same to the Receiving Party; 
or 

(c) the Receiving Party alretuly 
possesses, as evidenced by ils 
wrillen records, pre-dating 
receipt the1Y!Of from the 
Disclosing Party; or 

(d) the Receiving Party 
independently dneiDps 
wilhoUI rejermce to 
Colif"ulential lnformation of 
the Disclm·ing Party; or 

(e) is required to be disclosed by 
law. 

[Contract language continued 
on next page.] 
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VI. Special Considerations Involving Copyright 

In some research agreements, copyrightable intellectual property, 
which may take various forms, is treated differently than 
patentable intellectual property.15 

15Definitions relevant to issues of copyright in research agreements: 

Contract language for 
•confidential information, • 

continued-During the term of the 
Agreement, the parties will not 
disclose to each other any 
UiformoJion which is cotif'ulential 
or proprietary to the Du'Ciosing 
Party or any third party, (1) 
except as is necessary for the 
Disclosing Party to fulfill ils 
obligations under this Agreement, 
or (2) unless the Receiving Party 
has agreed in writing to accept 
such disclosure. AU other 
communications between the 
parties shaU be on a non
cotif'ulential basis. 

"Author" means the person, using his or her own independent errorts, who creates an original work by translating an idea into a fiXed, 
tangible expression that is entitled to copyright protection. 

"Derivative Work" means any work substantially based on one or more preexisting works, such as revisions, annotations, elaborations, 
translations, or modifications, which as a whole represent an original work of authorship. A work is derivative if it would be considered 
infringing on the original copyright if the material or pre-existing work from which it was derived has been taken without the consent of 
the original copyright holder. 

"Employer" means the hiring party who had the right to control the manner and means of the author/employee's work. Copyright 
protection will be arrorded the employer by statute for works made by its author/employee in the regular course of business. 

"Fair Use" means the use of a copyrighted work for purposes such as criticism, comment, news reporting, teaching, scholarship or 
research that do not infringe the copyright arter consideration or the following factors: ( 1) the purpose and character of the use, 
including whether the use is of a commercial nature or is for nonprofit educational purposes; (2) the nature of the copyrighted work; 
(3) the relative amount and substantiality of the use compared to the whole copyrighted work; and (4) the effect of the use on the 
marketability or value of the copyrighted work. 

"Improvements" on a preexisting work, by their very nature, tend to be derivative works. U the work is a software program, 
improvements may take the following general forms: ( 1) error corrections-such as "maintenance" or "bug" corrections; (2) additional 
features-"enhancements;" or (3) a substantial rewrite of the program having new features, yet retaining "portability" from the original 
program. 

"Originality" means that the work is independently created and not copied from other works. Originality of a derivative work means 
any variation of an original work which is sufficient to render the derivative work distinguishallle from its prior work in any meaningful 
manner. 

"Owner" means the person entitled to a claim of copyright. This person must be either the author or have succeeded to the right of the 
author (e.g., employer). 

'Work Made ror Hire" means a work prepared by an employee within the scope of his or her employment or a certain work specially 
ordered or commissioned, and so designated in writing. 
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In general, copyrights protect the original expression of ideas in a 
tangible form, while patents protect original ideas (inventions) 
that are reduced to practice. Hence, the expression of an original 
idea may be protected by a copyright, while an invention arising 
from the idea may also be protected by a patent. For example, 
consider a new drug XYZ that is a patentable invention. 
Disclosing the composition of drug XYZ in a patent protects the 
drug composition. One can write an article or book about the 
drug, its composition, its uses, or its efficacy without infringing the 
patent. The author would own a copyright to his or her "literary 
work" on drug XYZ, and others would be prohibited from 
copying this article or book. However, one author's ownership of 
a copyright does not mean that another author cannot write a 
different article or book on the same subject. 

A. Forms of copyright 

In industry-sponsored university research, copyright issues 
arise over information and data; articles, dissertations, theses, 
and books; research reports; software; and other 
copyrightable works generated during the sponsored project. 
Each of these categories of material may require special 
contract language in the research agreement. 

1) Information and data 

Original expression of information and data developed in 
the performance of sponsored research, such as a report 
or manuscript, may be copyrightable, but alternative 
forms of expression or use of the information and data by 
other parties may not be protected by the copyright. 
Sponsors and universities both may have concerns about 
how information and data are used and how to protect 
potentially commercially valuable ideas they contain. In 
some universities, determining who owns the copyright 
will depend on whether the information and data are 
"deliverables" of the sponsored project. Many universities 
and sponsors have found that it is easier to deal with 
rights to information and data if the discussion centers on 
use rather than ownership. 

2) Articles, dissertations, theses, and books 

In general, copyrights to articles, dissertations, theses, and 
books are not intellectual property to which the sponsor 
has rights under the research agreement. Many university 
intellectual property policies do not claim these "scholarly 

18  

Contract language for 
•Information and data•-The 
Sponsor nuzy use aU itifontllllion 
and data developed by the 
University ander the ntSearch 
agreemenl, except as otherwise 
specif'U!d, thai is oblllined by 
Sponsor, in any nuuurer wilhoUl 
further license from or payment lo 
the University. 
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works" as works for hire, nor do they require employees 
or students to assign these works to the university. 
However, these materials may be subject to review by the 
sponsor under the publication clause of the agreement, 
and the sponsor may use any information and data 
described in the materials. 

3) Research reports 

Research reports are usually required under the research 
agreement. Universities, on behalf of the authors of the 
reports, may assign copyright to the report delivered to 
the sponsor. The university, however, will explicitly 
reserve the right to continue to use data and information 
contained in the report. If the report is published by the 
sponsor, the university may require acknowledgment of 
the university's contribution. 

Pharmaceutical companies that rely on clinical trials 
carried out by universities customarily claim ownership of 
the case-report forms. This claim is made in an effort to 
ease compliance with requirements of the Food and Drug 
Administration. However, the university may retain 
ownership of the copyright to the final report provided to 
the sponsor, and grant to the sponsor the right to use the 
data and information contained in the report. Clinical 
trials represent a special case for copyrights in research 
agreements, but this point is also relevant to other 
situations. 

4) Software 

Distinctions may be made between object code and 
source code, although both forms are copyrightable. 
While universities prefer to retain ownership of both 
types of code, some institutions may be willing to assign 
to the sponsor the object code specifically developed for 
the sponsor. It is generally assumed that the sponsor's 
application of the object code is not readily useful to 
other potential licensees. Universities, however, will 
generally not assign title or give an exclusive license to 
the source code, if this would impede their ability to use 
such code for other research or to make derivative works, 
or to use it to create and license out object code for 
applications other than the sponsor's. 
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Contract language for "Research 
reports"-Univenily hereby 
assigns ils copyrighl lo the 
Research Report lo Sponsor. 
Notwithstanding the foregoing, 
Univenily resenes the righl lo 
reproduce and use any portion of 
the Report for non-commet"Cial 
purposes. 

Copyright © National Academy of Sciences. All rights reserved.

Intellectual Property Rights in Industry-Sponsored University Research: Guide to Alternatives for Research Agreements
http://www.nap.edu/catalog.php?record_id=18426

http://www.nap.edu/catalog.php?record_id=18426


5) Other copyrightable works 

Materials that fall into this category include films, 
videotapes, music compositions, posters, and artwork. 
Such works generally are owned by the author, with the 
rights and acknowledgments negotiated in the research 
agreement. 

Such works may sometimes be assigned to the sponsor, if 
they are considered deliverables under the research 
agreement. Deliverables can be treated as research 
reports or as intellectual property. 

B. Software issues 

Two issues that are of special consideration for software are 
derivative works and improvements. 

1) Derivative works 

The right to make derivative works resides solely with the 
copyright owner. However, the copyright owner may 
authorize others to make derivative works. In the case of 
licenses to copyrightable material, therefore, a licensee 
would. need specific authorization from the copyright 
owner to develop derivative works. Generally, the 
university will retain the non-exclusive right to make 
derivative works for its own purposes, even if it grants the 
sponsor an exclusive license to the software and to 
derivative works. 

If the sponsor has a license to make commercially 
available derivative works, it may expect to pay a royalty 
based on those works. In order to fairly assign royalties, 
it may be necessary to distinguish among enhancements, 
improvements, modifications, and derivative works, 
although these terms are not mutually exclusive. 

Both parties should determine whether software used in 
the research incorporates software owned by others, 
because this software owned by others may become 
incorporated into new software arising from the research. 

2) Improvements 

Rights to improvements in software made by the 
university may be included in the rights granted under a 
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Contract language for 
"Derivative works"-/n the evelll 
thai Sponsor acquires a license to 
copyrightable Universily 
lllle/Jectual Property, such liceru-e 
specif�eally includes the right of the 
Sponsor to make Derivutive Works, 
subject to the defurilion of 
Universily Intellectual Property 
agreed to by the parties. 
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research agreement, when the improvements are made 
within a defined period after the research agreement 
ends. In such cases, the university and sponsor should 
discuss the possibi1ity of options and Jicenses to 
improvements. Generally, if the improvement by the 
university is small, a royalty-free Jicense to the 
improvement is granted. If it is a substantia] 
enhancement, such as a new algorithm for software in a 
major piece of equipment, a separate Jicense may be 
required. 

There are several different types of improvements 
possib1e.16 The university and the sponsor need to agree 
on the definition of "improvements" for the purposes of 
the research agreement. 

VII. Conclusion/Summary 

Four major inteHectuaJ property rights issues have been addressed 
in this document: ( 1 )  ownership of inte1lectual property; (2) rights 
to use inteHectua] property; (3) procedural issues; and ( 4) special 
considerations involving copyright. Given the different nature and 
culture of universities and industry, the scenarios and 
corresponding contract language represent compromises that 
university and industry representatives on the Task Force believe 
will provide negotiators with reasonable options for dea1ing with 
these issues and with a framework for the general consideration 
of inte11ectua1 property rights within research agreements. 

The objective of the Task Force was to faciJitate the negotiation 
of inteJiectua] property rights in research agreements between 
universities and industry. To the extent this document is helpful 
in those endeavors, the Task Force wiH have accompJished its 
main objective. 

1'see footnote IS on page 17. 
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Contract language for 
•Jmprovements•-Jmprove�Mn�s16 

10 copyrighlable Univenily 
llllelktUill Property nuule by 
University wilhin __ molllhs 

following terminlllion of this 
Agreemelll shall be pro11ided 10 
Sponsor on a non-exdusi11e, 
roya/ly-fiW basis, subject 10 the 
defmilion of Univenily /ntelktUill 
Property agreed 10 by the parties. 
(For the purposes of this 
Agreement, •Jmprove�Mn�s• metUIS 
_____ .. ) 
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Appendix I 

Task Force on Intellectual Property Rights in 
Industry-Sponsored University Research 

Albert Barber (Chairman) 
Special Assistant to the 

Chancellor - UCLA 
University of California-Los Angeles 

Elaine L. Brock 
Senior Project Representative 
Division of Research Development 

and Administration 
The University of Michigan 

Jared Cohon17 
Dean 
School of Forestry and 

Environmental Studies 
Yale University 

Leonard Fish 
Manager 
Research Operations & Licensing 
Amgen, Inc. 

Robert B. Isaacson 
Vice President of Technology 
Hoechst Celanese 

H. S. Duke Leahey 
Director 
Industrial Contracts & Licensing 
Washington University 

Melvyn Lieberman 
Professor of Physiology 
Director, University Associates 

Program 
Duke University Medical Center 

Members 

James McNeil 
Division Patent Counsel 
Abbott Laboratories 

Jay Moorin 
President and CEO 
Magainin Pharmaceuticals Inc. 

Lita Nelsen 
Director 
Technology Licensing Office 
Massachusetts Institute of Technology 

Martin RachmeJer 
Director, Technology Transfer Office 
University of California - San Diego 

Milton StombJer 
Director of Program Development 
College of Science 
Georgia Institute of Technology 

Edward Wong 
Managing Counsel 
Hewlett-Packard Company 

Staff: 

Casey Kiernan 
Senior Program Officer 

Linda Allen-Smith 
Administrative Assistant 

17Vice Provost for Research, Johns Hopkins University when the Task Force was fonned 
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Appendix II 

Intellectual Property Rights in Industry-Sponsored University Research 
Workshop Participants, May 1 1-12, 1993 

Mike Ansell 
Coordinator of Gas Conversion Research 
Exxon Research & Engineering Company 

Connie Armentrout 
Coordinator, Patents & Licensing Office 
University of Missouri 

Paul Armond 
Senior Project Analyst 
Pfizer, Inc. 

Albert Barber· 
Special Assistant to the Chancellor 
University of California - Los Angeles 

Jacques Bodelle 
Vice President, Research and Development 
Elf Aquitaine Inc. 

Edward L Bowman 
Senior Patent Attorney 
Phillips Petroleum Company 

Gary Breit 
Director, Office of Technology Transfer 
Creighton University 

Joyce Brinton 
Director 
Office of Technology & Trademark Licensing 
Harvard University 

Elaine Brock· 
Senior Project Representative 
Division of Research Development and 

Administration 
The University of Michigan 

James B. Camden 
Manager, Research and Development 
Winton Hill Technical Center 
The Procter & Gamble Company 

Stephen Carter 
Assistant Director, Scientific Affairs 
Glaxco Research Institute 

Jared Cohon· 
Dean, School of Forestry & Environmental 
Studies 
Yale University 

0. Jackson Cole 
Associate Vice President for Research 
Howard University 

Mary Sue Coleman 
Vice Chancellor, Graduate and Research 
University of North Carolina - Chapel Hill 

Carolyn Cross 
Assistant Vice Chancellor 
Research and Federal Relat ions 
University of Kansas 

Clifford M. Detz 
Coordinator of Technology Alliances 
Technology Business Planning 
Chevron Research and Technology Co. 

Mike Devine 
Associate Vice President for Research 
Florida State University 

Susan Ehringhaus 
Assistant to the Chancellor 
University of North Carolina - Chapel Hill 

Bill Ellis 
Washington Counsel 
IBM Corporation 

Frederic H. Erbisch 
Director, Office of Intellectual Property 
Michigan State University 

Terence A Feuerborn 
Director 
Office of Contracts & Grants Administration 
University of California - Los Angeles 

Leonard Fish· 
Manager, Research Operat ions and Licensing 
Amgen, Inc. 

Milton Goldberg 
Executive Director 
Council on Governmental Relations 

Richard D. Goodin 
Manager, Exploratory Research 
Monsanto Company 

John Hocker 
Director, Administration 
Martin Marietta 

Richard Ingram 
Supervising Engineer 
University of Illinois 
Caterpillar Inc. 

"
Members or the Task Force on Intellectual Propeny Rights in Industry-Sponsored University Research 
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Robert B. Isaacson· 
Vice President of Technology 
Hoechst Celanese 

Casey Kiernan· 
Senior Program Officer 
Government-University-Industry Research 

Roundtable 

Frank J. Knoll 
Project Manager 
Cooperative Research Corporate R&D 
The Dow Chemical Company 

Alvin Kwiram 
Vice Provost for Research 
University of Washington - Seattle 

H.S. Duke Leahey* 
Director, Industrial Contracts & Licensing 
Washington University 

Melvyn Lieberman· 
Professor of Physiology 
Director, University Associates Program 
Duke University Medical Center 

Richard L. Lintvedt 
Chairman, Department of Chemistry 
Wayne State University 

Frank J. Lyon 
Director, Technology Resources 
Rockwell International Corporation 

James McNeil* 
Division Patent Counsel 
Abbot t  Laboratories 

Victoria Molfese 
Director, Research Development and 
Administra t ion 
Sou thern Illinois University - Carbondale 

Jay Moorin* 
President and CEO 
Magainin Pharmaceuticals Inc. 

Lita Nelsen· 
Director, Technology Licensing Office 
Massachusetts Institute of Technology 

Manuel Panar 
Execut ive Director 
Commit tee on Education Aid 
DuPont Central Research and Development 

Hunter Peckham 
Professor, Department of Biomedical 
Engineering 
Case Western Reserve University 
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Don I. Phillips· 
Execut ive Director 
Government-University- Industry Research 

Roundtable 

John S. Phillips 
Operations Manager, External Research Program 
Digital Equipment Corporation 

Martin Rachmeler* 
Director, Technology Transfer Office 
University of California - San Diego 

Margaret A Rawlinson 
University Relat ions Coordinator 
Aluminum Company of America 

Charles T. Rivenburgh 
Director, Technology Transfer 
Edison Polymer Innovat ion Corporation 

James S. Simmons, Jr. 
Director of Corporat ions & Foundations 
University Development Department 
University of North Carolina - Chapel Hil l  

Milton Stombler· 
Director of Program Development 
Colleges of Sciences 
Georgia Institute of Technology 

Max D. Summers 
Distinguished Professor 
Texas A&M University 

Theodore E. Tabor 
Manager, Cooperative Research 
The Dow Chemical Company 

Francis A. Via 
Director, Contract Research 
Akzo Chemicals Inc. 

Jul ie Watson 
Assistant Dean for Research Administration 
Office of Research Development 
Bowman Gray School of Medicine 
Wake Forest University 

John Wiley 
Dean, Graduate Studies 
University of Wisconsin - Madison 

L. Donald Wil liams 
Director, Technology Transfer 
Bat telle Pacific Northwest Laboratories 

Edward Wong• 
Managing Counsel 
Hewlett-Packard Company 
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