









































wish to avail themselves of it. Most of the
items which are at present exploited by
means of patents (approx. 701) come from
the Max-Planck institutes; contributions
are also made, however, by the DFVLR!,
the Hahn-Meitner Institute in Berlin, the
Gesellschaft fiir Strahlenforschung und
Umwelrschutz in Neuherberg near Munich
and various institutes attached to insti-
tutes of technology. Two patent applica-
tions have been filed by independent
inventors.

A total of 39 contracts have been
concluded by the company in its active
life of slightly more than two years. The
subjects covered by these contracts range
from high-grade physical measuring
apparatus (e.g., ionic microprobes) to
small items of laboratory equipment
(shields, filters), from the manufacturing
process for a substance for detecting drug
abuse to biological sewage plants. Almost
all of the MPG’s scientific fields are
represented.

Main terms of confracts

Experience gained hitherto has led to
the development of a preferred form of
licencing agreement, which can be
modified in each individual case accord-
ing to circumstances. A number of
important conditions are common to all
agreements, however. The payments
made by a licensee are divided into a
fixed fee, payable on conclusion of a
contract and not repayable under any
circumstances, and a fee which is depen-
dent on turnover. The fixed entrance fee
helps to cover the institute’s development
costs and ensures that the licensee will
have an interest in actual commercial
exploitation. Furthermore, all contracts
can be immediately terminated should a
licensee be demonstrably guilty of in-
sufficient activity. Liability is contrac-
tually limited to the veracity of the
assurances given to the licensee during
negotiations with regard to the scope and
quality of the subject of the contract.
Another condition guarantees that further
research at the institute, freedom of
publication and the possibility of scien-
tific cooperation shall not be adversely
affected by the granting of a licence.
Since practically all licensing contracts
are concluded long before a patent is
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granted, and sometimes even before
laying open to public inspection, an
agreement is necessary whereby, in the
event of rejection or limitation of patent
rights, the licensee shall be allowed to
reduce his licence payments on each item
produced. The actual impairment of
economic success is taken as the yardstick
of the amount of this reduction.

Exploitation usually begins immediate-
ly after the patent has been applied for.
During the priority year experience is
gained which enables the decision regard-
ing the extent of protection in other
countries to be taken on a factual basis.
On conclusion of a licensing contract in
other countries, the costs of applications
are as a rule borne by the licensee.

Distribution of proceeds

As, in the conclusion of licensing
contracts, G/ acts as commission agent,
all licence income initially accrues to it.
G receives 20-33% of this income. These
funds must also cover the costs incurred
in other cases where the attempt at
exploitation proves abortive. Handling
fees, irrespective of the success of the
operation, or regular budgeted payments
are not paid to GI.

After deduction of commission, the
remainder is divided into payments to
the institute where the invention originat-
ed and payments to the inventor who,
as an employee, is entitled to a share of
the proceeds in accordance with the law
governing inventions made by employees.

Prerequisites for successful licensing trans-
actions

Experience hitherto has shown that
there are a number of prerequisites for
effective licence exploitation. One of the
most important is the possibility of grant-
ing exclusive licences. The majority of
those who have been parties to contracts
hitherto stated that they would have had
no interest whatsoever in a simple
licence. The cost of developing a product
from the working laboratory prototype
stage, as a basis for a patent application,
to the mass-producible industrial model
stage is higher than that of developing
the prototype. Without the protection of
an exclusive licence, only the large
industrial companies can afford to assume
this innovation risk, which is further
increased by marketing costs. Under-

standably, even these large firms are
usually unwilling to accept such a risk.
For small and medium-size companies,
the innovation risk may well be unaccept-
able.

The experience gained hitherto with
licensing negotiations indicates that the
policy followed by national and supra-
national authorities, i.e., in general to
grant only simple licences, constitutes a
structurally undesirable form of preferen-
tial treatment for companies and hampers
the exploitation of know-how acquired by
means of public funds.

The success rate in licensing negotia-
tions could be raised by offering extra
services. No entrepreneur is interested in
technical progress for its own sake. He
seeks a better economic result in the form
of increased and cheaper production, etc.
The offer of a licence should therefore
contain not only a technical description,
but also an initial market assessment, and
should also refer specifically to the
technical and economic advantages esti-
mated to be obtainable in the addressee’s
business. GI does not, therefore, offer
inventions in the form of printed infor-
mation sheets or prospectuses, although it
would be cheaper to do so, but rather by
means of personal letters. G/ benefits
from its own experience of the innovation
process when preparing licence offers to
the addressee. In fact, this is one of the
reasons why G/ should not just confine
its activities to negotiating licences.

Another reason is that, in the initial
years at least, the revenue from the
licensing transactions by no means
suffices to cover the fixed overheads.
Remunerative trading is necessary in
order to offset this shortage of capital.

Preproduction scries

Moreover, such trading can effectively
support the granting of licences. Spare
development and production capacity is
a rarity in German industry today. It
might therefore be profitable for the
licensee to engage G/ to design and build
a limited number of appliances up to the
stage of serics manufacture, especially
since GI, as a relatively small undertak-
ing, has so far been able to keep its
overheads below those necessary for large
companies. This cnables the licensee to
put his new product on the market before
building up his own capacity. The
expericnce  gained in selling the pre-
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production series permits a far more
accurate assessment of the final demand.

Figs. 1 and 2 show an example of these
activities. The prototype of a quotient
pyrometer from one of the Max-Planck
institutes is compared with the more
advanced instrument developed by GI.
Up to now GI has received orders for
and delivered 30 instruments. A similar
number will probably be constructed
before the licensee starts production. A
further development contract is at present
operative; in some other cases specimen
apparatuses are being built.

Own products

The main drawback of the manufacture
of preproduction series for licensees is
that these contracts are issued irregularly
and come to an end after a relatively short
time. In order to reduce the difficulties
inherent in this discontinuity, G/ confines
its activities to the development, final
testing and in some cases final assembly
on the premises of the specimen appa-
ratus,

The manufacture of components is
subcontracted to suppliers, who in the
south of Germany are available in suffi-
cient numbers and are of adequate
quality. The fact that some of these are
located in the underdeveloped areas of
Bavaria which are handicapped by their
close proximity to the frontier is a lucky
secondary circumstance.

G/ is building up a more regular and
plannable branch of business through its
practice of manufacturing and marketing
equipment developed by itself.

For the preproduction series of the
quotient pyrometer mentioned above, it
proved necessary to develop a loadable
reference voltage source, the possible
applications of which were not limited to
the pyrometer. These devices were there-
fore built and offered for sale separately;
thanks to the relatively simple design they
were the first product with which G/
appeared on the market. Several hundred
of them have since been sold, in partic-
ular to large German companies.

G/ is building up a technically more
sophisticated production line in the form
of non-linear optics. Last year a variable-
frequency giant-pulse laser was develop-
ed, based on a thesis written at Munich
Institute of Technology. The frequency-
doubled light of a ruby laser of holo-
graphic quality pumps an optical para-

metric oscillator, the output wavelength
of which can be varied continuously
between 400 nm (blue) through red into
infrared (2500 nm) by simply rotating an
LilO; single crystal. Further develop-
ment work is being carried out in order
to close the small gaps which still occur
in this tuning range. It is clear that a
tunable laser light source of high spectral
purity and intenstiy will be of great value
in absorption spectroscopy, photochem-
istry, and, because of the short emission
time, for examining the lifetime of excited
atoms or molecules. The first of these
instruments were delivered to clients at
the end of 1972. This branch of business
can be extended to cover fields associated
with non-linear optics such as frequency
doubling and multiplication. The interest
expressed by clients up to now gives
reason to hope that this field of activity
can become self-supporting.

In accordance with the members’
intentions when setting up G/, it is not
proposed that this “home-grown” pro-
duction should compete with industry
on any appreciable scale. Where it does
not benefit industry directly, as it does
when building up a preproduction series
for licensees, it involves equipment which,
because of its very special nature and the
limited numbers manufactured, is of no
interest to large companies. The variable-
frequency giant-pulse laser is the first
instrument of its kind in Europe; a
further variable-reactance oscillator is
available only in the United States, but,
in view of its properties, is a complement
rather than a competitor. In principle,
G/ is prepared to hand over its own pro-
duction operations to industry under a
system of licences where this is commer-
cially warranted.

Marketing

It is, of course, not sufficient just to
build high-grade equipment: rather, it is
the efficiency of sales operations which is
decisive for commercial success. The deci-
sion to carry out its own production was
casier for G/ in that sales activities had
already been included when G/ was being
set up: G/'s third ecommercial field of
activity is the sale of standard equipment
to institutes.

In large institutes with a relatively one-
sided bias (e.g., MPI fiir Plasmaphysik.,
Garching) standard equipment is devel-
oped for the institutes own purposecs.
Such equipment is used for frequently

occurring tasks within the field of action
of the institutes for which no commercial
equipment is available. Since every
important field of research is being
investigated by various teams both at
home and abroad, this standard equip-
ment fills existing, albeit relatively small,
gaps on the market,

An example of this kind of equipment
is the supericonoscope camera shown in
Fig. 3, of which G/ have hitherto made
more than 40. More than half of these
are installed in the institute itself. The
construction of larger series, however,
led to a reduction in costs and the asso-
ciated development costs. Through the
intermediary of G/, the remainder of
these cameras are now available on the
free market; apart from being used in
other research institutes, they are also
employed in the laboratories of large
domestic and foreign companies.

The only other competitive instrument
in this field is a very expensive camera
of US make. Since it has emerged that
steady sales can be expected for this
camera, G/ is now taking over its
subsequent manufacture.

Apart from the supericonoscope cam-
era, noteworthy sales have also been
achieved for pulse generators, surge
capacitors, switching spark gaps and
magnetic field coils.

In some cases, especially abroad, the
marketing of the equipment produced by
Gl and the institutes was put in the hands
of other companies; G/ normally an-
nounce details of the equipment by means
of advertisements or direct mail. G/
reaches a wide circle of clients by having
its own stands at three or four industrial
exhibitions a year, providing the public
at the same time with a survey of technical
developments at MPG.

Turnover and revenue

G/ has been able to keep operating
costs at a relatively low level with its
current staff of six. As has already been
stated, the income from licensing nego-
tiations was by no means sufficient to
cover these operating costs.

Together with other branches of
industry (development, production and
sales), G/ achieved a turnover of 0.5
million in its first year, which increased
to 1.2 million in 1972, The rapid growth
illustrated by these figures gives reason
to hope for profits in the necar future.
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