DRAFT RESPONSE OF THE COMPUTER SCIENCE DEPARTMENT TO SUGGESTED CHANGES TO

NYU HANDBOOK REGARDING INTELLECTUAL PROPERTY

INTRODUCTION

This document was prepared jointly by several faculty members of the Computer Science department of NYU, and the Electrical Engineering dept. of NYU-Poly. It is in response to draft suggested changes to the NYU Handbook regarding Rules and Regulations of Intellectual Property Rights (IPR). 
The act of creating new intellectual property (IP) at NYU entails a partnership between the University and its Faculty and staff.  To be successful, any partnership requires clarity, trust, and effective communication. This document is written in the spirit of making this partnership work. 

We support and applaud the intent of NYU’s administration to make clear the terms and conditions of IPR ownership, and we strongly support the position that rules should be written to ensure that NYU realizes value and captures title to the research product of its employees whenever NYU resources, personnel, and funding are used.  

However, at the same time, we do not believe the proposed draft IPR regulations properly serve NYU or its (and NYU-Poly’s) desire to encourage entrepreneurship, nor do we believe the proposed draft serves its faculty, businesses who hire faculty as consultants, or outside investors who will be crucial for investing in entrepreneurship and spin-out companies at NYU.  We wish to help the administration with this feedback, with a goal of helping NYU create rules that give NYU its needed protection on IPR ownership, while at the same time encouraging its faculty to be entrepreneurial and proving protection to such entrepreneurial faculty, outside investors, and other constituents who are vital for assisting NYU and its faculty to build successful companies. 

We believe that IPR rules should acknowledge and anticipate that different parts of NYU have faculty who work differently with industry, and who have different business models and methods for developing intellectual property. For example, engineers and computer scientists have a much more applied, fast turn-around business model for creating IPR than do researchers who do drug development. As another example, engineers and scientists tend to engage with outside companies on short term projects as consultants, outside of their NYU employment, rather than operate their own on-going medical practices as some medical faculty do.   Outside consulting projects allow engineering and science faculty to become much more knowledgeable as real-world teachers and researchers, enable faculty to develop relationships with companies that can lead to long term and sustained research funding, build collaborations with outside companies that can lead to partnerships vital for procuring large government grants, and enable NYU faculty to place their students at these companies.  Thus, any change of the IPR rules should explicitly encourage consulting by its faculty, and should clarify how and when consulting may be conducted and reported properly to manage conflicts and make clear the IPR ownership policies that support both NYU but also the faculty member and the company for which he/she may consult for.

Rules and Regulations should also be written to encourage entrepreneurship across all the different areas of NYU. To properly foster an entrepreneurial culture that allows for the creation and successful growth of start-up technology companies, NYU should thus adopt Rules and Regulations that allow faculty to realize their own ambitions, while supporting their desire to consult with  outside companies, and to create and commercialize IPR that can attract outside capital, outside of their NYU employment, while simulataneously serving NYU and assigning to NYU all title of IPR created at, by, and for  NYU.  

For the reasons stated above, in order to encourage entrepreneurship across NYU,we would urge the university to modify the suggested draft rules and regulations so that they provide clarity, as well as flexibility, that would give faculty, outside investors, and companies that hire NYU faculty as consultants, the legal cover they need to have confidence that NYU would not assert ownership of any work product created outside of NYU.  Said another way, the draft rules and regulations are deficient as they have an overarching claim to IPR created by faculty in virtually all situations, as they tend to strictly prevent, rather than manage, the potential conflict of interest when it comes to IPR. As drafted, the regulations in all cases put the legal burden and uncertainty of IPR ownership on the faculty, investor, or company that retains a faculty member as a consultant. As written, the proposed draft regulations set up an adversarial situation that in many cases would be immediately rejected by an investor or company that was careful about assuring its own ability to own and control IPR developed by a NYU faculty member acting as an entrepreneur or consulting. Thus, the proposed draft regulations stymie entrepreneurship in its tracks. We hope that this was not the intent of the draft regulations, nor do we believe such an approach would be in the long-term interest of NYU, and thus offer some suggestions to make the regulations more friendly and conducive to entrepreneurship.

The following suggestions are offered to allow NYU to manage conflicts of interest between a faculty member’s ability  (or a hiring consultant or investor) to own their own IPR, rather than to avoid the situation altogether. 

We hope that the following recommendations will lead to an interim policy that can be implemented through AY 2012-2013.  We realize that comprehensive IPR regulations require careful inspection and consideration.  We are willing to help NYU create progressive regulations that protect the University, while also fostering entrepreneurship that can lead to wealth creation for NYU and its faculty, its constituents, and increased visibility and respect in the business community. 

This document aims to be a step to help put that partnership onto the right track, and to lead to

such an interim policy, but this is not sufficient. We also strongly suggest that academic year 2012-2013 results in a refinement of the policy, effected through a series of practical working sessions, with participation by entrepreneurial faculty from all areas of NYU (including computer science and NYU-Poly), venture and angel investors and business leaders, incubator directors at NYU and NYU-Poly, NYU Legal, the Office of Sponsored Research, the NYU Innovation Venture Fund, and appropriate representatives from the academic administration.

RECOMMENDATIONS

As faculty members are creative individuals whose work could have a beneficial practical impact on society, and as all players have a financial stake in the outcome of such activities, the greatest benefit for all is best secured when there is a predictable way for faculty to commercialize their inventions, whether on their own, within NYU, or in collaboration with an outside entity. Predictability requires avoiding excessively onerous, unknown, or undefined conditions.

Two aspects of the proposed policy in particular work against these goals: (A) Definitions of ownership,

and (B) Requirements for disclosure.  We address these two areas in turn.

(A) Definitions of ownership:

We all share the goal of putting into place definitions and guidelines for ownership of intellectual property that encourage entrepreneurship. Therefore such guidelines should make clear to all faculty, staff, administrators, outside investors, incubator administrators, and business leaders precisely what the ownership policies are.

Such language should specify:

1. As between NYU and its professors and staff members, inventions developed by professors and staff members with NYU funds, or significantly using NYU equipment, supplies, or facilities, should belong to NYU and should be properly disclosed. Language should make clear how to properly disclose, and should provide a time limit (say 30 to 60 days) as to what NYU decides to do with the disclosed IP. If NYU decides not to pursue patent or copyright or trademark protection of the disclosure, the IP should be given back to the inventor so that IP does not “rot” on the vine. 

 As between NYU and its professors and staff members, inventions developed by faculty or staff  without the use of NYU funds, equipment, supplies or facilities, should belong to the professor or staff member. Language should make clear how an employee should properly disclose such situation and IPR, and should provide signature approval so that the faculty or staff member can be assured that he or she is allowed to do this and to retain IPR rights so that NYU would not reach back to try and claim ownership at a later date. Such language should also discuss consulting,  so that a company that hires a faculty member as a consultant could read the regulations and be certain that the faculty member could create IPR as a consultant that would belong to that company, and not NYU.

2. A clear way and standard conditions through which an invention that is NYU property can be licensed to an entity that the professor specifies. For example, at the University of Texas (UT), one of the largest universities in the US, the board of regents capped UT ownership at a maximum of 5% (and no more) of dilutable equity and no further license fees as a way of assuring that the university would be fair and consistent in how it deals with the exclusive licensing of university IPR to a company launched by its own faculty or to an outside investors. . We suggest that NYU use a similar  cap for world-wide exclusive licenses for the faculty’s company.  In case of non-exclusive licenses a significant lower percentage would be appropriate (similar to the UT model).   

3. Standard conditions through which a professor who consults or otherwise is under contract with a company can assign ownership of inventions to that company without having NYU claim ownership of those inventions.  Language should be crafted that allows a faculty member to know how to properly report his/her activity as a consultant to NYU, and to receive signature approval so that the faculty or staff member and retaining company can be assured that he/she is allowed to do this and that NYU would not reach back to try and claim ownership at a later date.

Such language was instituted at The University of Texas at Austin, in response to inputs provided by faculty members, administrators, and business leaders, including investors, who were all brought together to improve the culture of entrepreneurship at the university in 2007. A link to where such comparable Handbook language appears is found here (note that the university makes both clean and redline versions available to the public and to the faculty for clarity):
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By providing clear, concrete guidelines that permit and declare carve-out ownership of Intellectual Property for faculty members and staff, NYU gains financial benefits and retains control, the university still may require the faculty member or staff member to follow the rules of disclosure and to clear conflicts. Such carve-out guidelines offer all parties, including faculty, staff, administrators, and outside investors/hiring companies, clear and explicit definitions of the specific case when NYU will not own or claim ownership, thus giving all parties a level of comfort and legal protection.

(B) Requirements for disclosure:

Clause VIII B requires disclosure to the University before any public mention of one's work.

As currently written, this seems to be unworkable. Faculty in our field rarely know which ideas to pursue until they have floated them out there among professional peers and have feedback from the response of those peers. After that step has been taken, one still has a year to pursue a U.S. patent -- which is far more important in many fields than international patent rights.  The key for a successful patent strategy in computer science is not securing patents on all of our many ideas (which would be impossible), but

rather to decide strategically which of those many ideas are well matched to the time and effort of pursuing property claims.

Clause VIII C seems to place an obligation on each faculty member to pursue every idea as a patent.  In practice, many of the things we all do are better introduced to the community as a free resource.  Even in strict monetary terms, this is often the superior strategy, as wide adoption of a freely offered new paradigm often leads to greater opportunities than a premature attempt to claim property. To understand which ideas to patent and which to make freely available requires specific knowledge of the relevant field and research community.  A policy which attempts to defeat such knowledge-based decision making is against the spirit of our academic enterprise and is in any case unenforceable. If a professor is not in agreement with the University about the wisdom of pursuing a patent, then in practice that patent simply will not happen. Furthermore the faculty (or principal investigator) who directed the research and raised the research funds should also have the option to select the patent attorneys, direct the patent filing strategy, patent management, and patent marketing.  

CONCLUSION

As engineering and computer sciene becomes a greater part of NYU, and as we  bring more leading companies and investors to campus, it is certain that NYU will attract more entrepreneurial faculty and more industry sponsors. Language for an interim policy that makes use of the web links, that addresses these points, as well as a serious effort to draft a truly good policy to take effect  AY 2013, will help NYU function better and will encourage entrepreneurship as well as compliance with faculty regulations.

We have deep gratitude for your leadership and consideration of these requests.  We know these are critically important, and we offer this feedback in order to ensure that new handbook regulations encourage the creation of Intellectual Property by our faculty and staff while encouraging investment by outside investors. We look forward to continuing to work on improving the important partnership between NYU and its faculty.

