
University Technology 

Transfer Through Licensing 

he transfer of knowledge created within a university 
flows outward in many ways. Matriculated students are 
the best conduit, but published papers, conferences, 
industrial affiliate programs, faculty consulting, and lab
oratory visits all contribute to the movement of research 
results from the campus. The role of technology licens
ing is to encourage the investment of risk capital to cre
ate new products or services by protecting ideas through 
patents, trademarks, and/or copyrights. A university 
technology licensing office reviews submitted invention 
disclosures, selects those with commercial promise, and 
then obtains intellectual property protection to encour
age investment by industry. 

Public Law 96-517 
University patenting and licensing on a broad scale is a 
relatively new phenomenon, dating from the 1980 
enactment of Public Law 96-517 (the Bayh-Dole Act). 
From the turn of the century through the 1960s, the 
transfer of technology by licensing inventions from uni
versities was quite limited. Those faculty who chose to 
patent their inventions were subject to criticism, and 
their associated universities were reluctant to become 
involved. Ownership of intellectual property rights tor 
government-funded inventions went to the government, 
and the process of obtaining title to permit licensing by 
universities was difficult. 

However, the passage of Public Law 96-517 on 
December 12, 1980 made a clear statement that not only 
was it appropriate for universities to be in the licensing 
business, but it was necessary if the university wished to 

receive federal government research funding. The major 
features of this law are 

Title to inventions sponsored by federal government 
funding reside with the university, unless the univer
sity chooses not to take title. 
If the university elects to take title, it must file for 
patent(s) and show due diligence in finding a licensee 
that will develop commercial products. 
The university must share a portion of royalty 
income with the inventor. 
The federal government is granted a royalty-free 
nonexclusive license for government procurement 
purposes only. 
The government retains march-in rights if the con
tractor is not fulfilling obligations as specified in the 
law. 
Preference in licensing goes to small businesses. 
If an exclusive license is granted in the U.S., the 
licensee must agree to "substantially manufacture" 
the licensed product within the U.S. 
Since the passage of Public Law 96-517, the growth 

in technology transfer licensing activities at U.S. univer
sities has been remarkable. The membership of the 
Society of University Patent Administrators (since 
renamed the Association of University Technology 
Managers) has grown from less than 100 in 1980 to over 
2,000 today. Technology licensing programs now exist at 
virtually all U.S. research universities. At Stanford, 
license office staffing increased from 6 people in 1980 to 
25 today, with licensing royalties increasing from less 
than $1 million to over $60 million, and patent applica-
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tions for all U.S. universities increased from less than 
300 in 1980 to over 2,500 this past year. In the year most 
recently surveyed (1996), the total sales of university 
licensed products was about $25 
billion, creating several hundred 
thousand jobs and many billions 
in tax revenues. Thus, by almost 
any measure, the passage of Public Law 96-517 achieved 
its intended results: to encourage the disclosure and 
protection of innovation from publicly supported 
research, and to see the commercial development of 
products from such innovation for public benefit. 

Technology transfer at Stanford 
The Office of Technology Licensing (OTL) at Stanford 
was launched in 1969 based on a unique model: the 
office would only do licensing, and nothing else. Inven
tions would be owned by inventors, but if they chose to 
work with the OTL, they would be stakeholders in the 
technology transfer process (getting one-third of net 
royalties). The OTL would strive to be self-funded, tak
ing 15% of gross income to cover expenses. Each inven
tion would become a mini-profit-center with a single 
licensing person responsible for all decisions related to 
it, from beginning to end. Outside patent attorneys 
would be used to file for patents, and patent costs would 
not be "expensed" in the year incurred, but treated as an 
asset, and only expensed if written off some years later. 
Finally, Stanford would provide a line of credit to cover 
cash flow fluctuations. It was in essence a new business 
start-up within the university, and, at the time, it was a 
unique and innovative concept. 

If it is to thrive, new business must develop a line of 
products or services that someone wants to buy. For 
university licensing, this means 

creating policies and procedures that encourage the 
disclosure of inventions, 
developing analysis techniques to determine which 
inventions have commercial potential, and 
developing marketing strategies to find potential 
buyers. 
In university licensing, the inventor plays a critical 

role. The inventor is the source of invention disclosures, 
assists in the filing and prosecution of patents, provides 
leads on possible licensees, meets with prospective 
licensees to explain the merits of the invention, and may 
serve as a consultant to assist in product development. 

Stanford's OTL has developed licensing relationships 
with many companies in the optics industry, including 
laser companies such as Spectra-Physics, Coherent, 
Uniphase, Laser Power Corp., and Lightwave Electronics. 
In the optical components area, licenses are in place with 
companies such as Newport and New Focus. Stanford 
also has licensed technology that will be incorporated in 

optical head assemblies for optical data storage products 
from companies such as Terastor and Quinta. We have 
found that such relationships work best when both par

ties experience continuing value. 
Value for companies can take the 
form of finding and hiring students 
as new employees, using faculty to 

consult on specific problem areas, sponsoring graduate 
student research in areas of common interest, and par
ticipating in on campus seminars or industrial affiliate 
programs. Existing licensees are also typically given the 
first opportunity to review new invention disclosures. 

An example of such a long-term relationship is the 
OTL's licensing arrangement with Lightwave Electron
ics. When the company was formed in 1984, Lightwave 
was interested in exploring product opportunities for a 
number of Stanford inventions. An "Option" license for 
eight separate technologies was created, allowing Light
wave to investigate these areas while protecting their 
right to license the technology first. After a few months, 
the OTL and Lightwave agreed to swap some technolo
gies under the Option when another start-up company 
wanted to proceed with a technology listed under Light
wave's Option, which Lightwave had determined they 
were not interested in pursuing. Subsequently, Light
wave selected a particular technology for product devel
opment and marketing, and a regular license was exe
cuted. Since then, Stanford has presented other 
technologies to Lightwave for review, some of which 
were licensed and have led to new products in the mar
ketplace. These types of arrangements are open to any 
and all companies in the optics field. 

How to explore a licensing agreement 
Most licensing relationships come from some form of 
inventor referral. Inventors identify companies who 
have shown prior interest in their work, or who they 
believe should have an interest in their invention. Thus, 
if you wish to locate licensable technology from a uni
versity, you need to let faculty members doing relevant 
research know of your interest. You can also contact a 
university's licensing office to ask for a listing of inven
tions either by certain faculty or in a particular area of 
interest. The more specific the area of interest, the better 
your chance of finding a relevant invention. 

Many university licensing offices now have Web sites 
where you can learn about their activities and find a list
ing of inventions available for licensing. Stanford's is 
located at www.stanford.edu/group/OTL. Other univer
sity licensing office sites can be found through the Asso
ciation of University Technology Managers Web site at 
http://autm.rice.edu/autm. 

Jon Sandlin is a senior associate for the Office of Technology Licensing at Stan
ford Univ., Palo Alto, CA. 
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