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l. Summary:

This committee subgtitute creates the “ Florida Technology Development Act,” which establishes
aprocess for the State Board of Education (board) to develop, approve, and authorize
expenditures for a plan for establishing one or more centers of excellence within, and in
collaboration with, the State University System. The process includes, subject to legidative
appropriation, the creation of the Emerging Technology Commission (commission) within the
Governor's Office for the purpose of recommending preliminary plans to the board for
congderation. When developing these plans, the commisson must congider certain input from
Florida Research Consortium, Inc., and individua expertsin relevant fields.

This committee substitute creates section 240.72, Horida Statutes.
Il. Present Situation:

“Technology Transfer” Defined and Described

“Technology transfer” is commonly used to refer to a complex commerciaization process
through which an entity that develops a new technology, but does not have the wherewithd or
desreto bring it to market, transfers that raw technology to another entity that does. Many
different types of donor-recipient pairings can engage in technology transfer, including
universty-to-business, business-to-business, and federal government-to-business.

Technology transfer between a university and a business can occur in many different ways. The
Council on Governmental Relations describes six maor modds of technology trandfer:

Sponsored Research: Typically, a corporation provides funding for a specified statement
of work for alimited period of time.
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Collaborative Research: Collaborative research, especially when partidly funded by
government, enables participants to leverage limited resources in the achievement of
mutualy beneficia research objectives.

Consortia: In a university-based research consortium, participating companies join forces
and contribute resources, often in the form of an annud fee, to support researchin a
technica area of common interest.

Technology Licenang: Congderation for auniversity license agreement is offered by a
licensee to obtain commercidization rightsin intellectua property owned by auniversity.

Start-up Companies. New companies are established to commercidize a university
technology, rights to which are obtained through alicense agreemen.

Exchange of Research Materids. Materid transfer agreements generdly sipulate that the
materials are provided for research purposes only and not for commercialization.*

A business suse of university faculty as consultants or its hiring of university students could also
be considered forms of technology transfer.?

Benefits of Technology Transfer

Research indicates that “ university-industry technology transfer can be a stimulant, precursor, or
complement to building a high-kills, high-wage state economy.”® In fact, the licensing of
innovations by universties and other research entities added more than $40 billion to the U.S.
economy and supported 270,000 jobsin 1999.*

Moreover, as described by the Industrid Research Ingtitute, technology transfer provides many
other benefits to both businesses and universities® Corporate benefits include accessing expertise
not available in corporate laboratories, asssting in the renewa and expansion of a company’s
technologicd inventory, gaining access to students as potentia employees, using the universty
asameans of facilitating the expanson of externa contacts for the indudtrid |aboratory,
expanding pre-competitive research with universities and with other companies, and leveraging
internd research capabilities. Technology-trandfer benefits to universtiesinclude obtaining
financia support for a university’ s educational and research missons; broadening the experience
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! Council on Governmenta Relations, A Review of University Industry Research Relationships at
http:/Aww.cogr.edw/univ.htm, 1996 (last visited October 9, 2001).

2 Business-Higher Education Forum, Working Together, Creating Knowledge: The University-Industry Research
Collaboration Initiative, 2001, p. 21.

3 Louis G. Tornatzky, Ph.D., Building State Economies by Promoting Univer sity-Industry Technology Transfer (Washington,

D.C.: National Governors Association, 2000), p.7.

* Association of University Technology Managers, Inc., Surveys — Common Questions & Answers About Technology

Transfer, at http:/mww.autm.net/pubs/survey/ga.html, November 13, 2000 (last visited September 23, 2001).

® Industrial Research Indtitute, A Report on Enhancing I ndustry-University Cooperative Research Agreements (Washington,

D.C., 1995), p. 1, ascited by the Business-Higher Education Forum, supra note 2, at 22.
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of sudents and faculty; identifying significant, interesting, and rdevant problems; enhancing
regiona economic development; and increasing employment opportunities for students.

It isimportant to note, though, that, while technology licensed to either in-tate or out-of-state
businessesis vauable, it does not result in many of the aforementioned benefits that sem from
close university-industry collaboration or from the spin-off of locd, universty-generated start-up
companies. Many state governments recognize that it is through these mechanisms, aswedl as
through the related atraction of research and devel opment-oriented firms from other sates, that
“university-industry collaborations can play a central role in economic development efforts.”®

Florida Universities Technology Transfer Lags That of Peers’

There are many different ways to measure a university’ s technology-transfer performance,
including the number of invention disclosures by university researchers, the number of patent
applications filed and patents received, the number of licenses executed and start-up companies
formed, and the amount of revenue generated by technology-transfer transactions. While
invention disclosures and patents are important because they indicate how much potentialy
transferable technology a university is creating, licenses, sart-up companies, and associated
revenue can provide ingght into how effectively a universty istrandding itsinnovaionsinto
income and economic development.

With the possible exceptions of the University of Florida's (UF) patent generation, the
University of South Forida s company establishment, and UF s and Florida State University’s
(FSU) license-income levels, Florida universities, in generd, do not appear to be performing as
much technology transfer as many of their peer universities. Moreover, most of FSU’'sand UF's
revenues were derived from atotal of three products®

Lack of Technology Transfer-Related | nputs Constrains Development®

Many different types of inputs are required to fue the technology-transfer process, including
research and development (R&D) and commercialization resources.

Research and devel opment. The redity of R&D isthat it usudly involves much more research
than development since few innovations have commercid potentid. As with the University of
Florida and Forida State University, the success of high-grossing research universitiesis

typicaly due to asmal number of blockbuster patents or copyrights. In fact, of the 20,000 active

® Business-Higher Education Forum, supra note 2, at 22-23.

" Senate Committee on Commerce and Economic Opportunities, Technology Transfer and Commercialization, Interim
Project Report 2002-123, November 2001, pp. 4-5.

8 Auditor General, Assignment by Universities of Intellectual Property and Related Income to University Research
Foundations, Report No. 01-144, May 2001, p. 11. FSU holds a patent related to Taxol, a cancer-fighting drug. UF holdsa
patent related to Trusopt, adrug used in treeting glaucoma, and receives royalties from the sale of Gatorade.

¥ Senate Committee on Commerce and Economic Opportunities, supra note 7, at 6-7.
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U.S. university licensesin placein FY 2000, only 120 have generated annua revenues in excess
of $1 million over a number of years *°

Despite the importance of R&D to the technology-transfer process, the state is lagging behind
many of its competitorsin terms of R&D intengty (i.e, the ratio of R& D expenditures to gross
state product). Although ranked 13" in the nation in 1998 in total R& D expenditures, Florida
was ranked 31% in overdl R&D intensity, last anong the top 15 R& D-performing states ' 2
More specificaly, Florida ranked 45" in the nation in terms of R&D performed by its
universities and colleges as compared to the gross state product.

Commercialization resources. While universties perform a mixture of basic and goplied
research, technology investors are typicaly interested in more-developed, and thus less risky,
products. Thus, there is often a gap between the raw research results of a university and the need
of acompany for aworking product prototype or an experienced management team to
commercidize a product.’® The gap is sometimes called the “Valey of Death” becauseit isakey
reason why many university invention disclosures are never commerciaized.** > Research
indicates that closing this gap in order to license products to existing or university spin-off
companies usualy requires avariety of resources, including pre-venture “seed” funding, sound
business guidance, and administrative support.*®

Furthermore, as noted by Berglund and Clarke, “the availability of capita to support start-up and
emerging companies — the type of companies on which the new economy depends — is essentiad
if aregionisto build its R&D base”*” Florida, however, is not attracting venture capitd a arate

10 According to Raymond Bye, ., Vice President for Research, Florida State University, in aletter to staff of the Senate
Committee on Commerce and Economic Opportunities, September 6, 2001, this data will soon be reported by the Associaion
of Universty Technology Managers, Inc.

1 The top-performing states ranking higher than Floridain R& D intensity were Massachusetts, Maryland, Michigan,
Washington, Cdifornia, New Jersay, Colorado, Pennsylvania, Virginia, lllinois, Ohio, New Y ork, North Carolina, and Texas.

12 Analysisis based on the National Science Foundation’s most current data regarding R& D expendituresin the nation. See
Nationa Science Foundation, Divison of Science Resources Studies, National Patterns of R& D Resources: 2000 Data
Update, Arlington, VA (NSF 01-309), March 2001, and U.S. Department of Commerce, Bureau of Economic Anayss,
Regional Accounts Data, Gross State Product Data, June 4, 2001.

13 Raymond Bye, Jr., supra note 10.

14 Theterm “Valley of Death” was used by Raymond Bye, Jr. See id.

15 Although 10,052 invention disclosures were received in 1999 by the 139 U.S. universities that responded to the most recent
licenang survey of the Association of University Technology Managers, Inc., those universities only executed 3,295
licenses/options (i.e., ardtio of approximately three disclosuresfor every license/option). [AUTM Licensing Survey, FY 1999
Survey Summary, 2000, p. 34] Theratio for the four Florida universities described in Exhibit 1 of thisreport is nearly six
disclosures received for every license/option executed.

16 Senate Committee on Commerce and Economic Opportunities, supra note 7, a 7.

7 Dan Berglund and Marianne Clarke, Using Resear ch and Devel opment to Grow State Economies (Washington, D.C.:
Nationa Governors Associaion, 2000), p. 8.
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comparable to that of many of its competitors. Although ranked 10" and 11'" in the nation in
total venture capital investment in 1999 and 2000, respectively, Floridawas ranked 20 in terms
of theratio of 1999 venture capital investment to gross state product, next-to-last among the top
15 venture-capital- attracting states.'® *° Moreover, over the past 3-5 years, venture capital
investment in Forida has grown more dowly than the investment in mogt of those states and has
been concentrated in relatively fewer firms®° The bursting of the “dot-com” bubble has sharply
reduced venture capitd investment in Florida (and across the nation) with investors focusing on
established, rather than start-up, companies*

Florida Resear ch Consortium, Inc.

Florida Research Consortium, Inc., arecently crested, private not-for-profit advisory board to
ITHoridacom, Inc., is composed of volunteer university heads and industrsy leaders whose god

is to establish progressive research programs at Florida's universities. > % These programs are to
focus on attracting leading scholars and researchers in technology-based disciplinesto Florida s
universtiesin order to build the state’' s knowledge base; endowing faculty and research charsin
targeted disciplines; facilitating the work of technology-trandfer offices a member universties,
promoting collaboration between academic and industrid researchers, scientists, and engineers,
and promoting collaboration between Floridaindustry and academiato fecilitate the

development and deployment of new technologies.

18 The top-performing states ranking higher than Floridain terms of the ratio of venture capital investment to gross state
product were California, Massachusetts, Colorado, Washington, New Y ork, Virginia, Maryland, Connecticut, Pennsylvania,
Georgia, Texas, lllinois, and New Jersey.

19 Venture Economics/NV CA/Thomson Financial Securities Data, Internet, 2001, as cited in State Science & Technology
Ingtitute, “Tota Venture Capita Investments By State 1991-2000,” SSTI Weekly Digest, August 31, 2001, and U.S.
Department of Commerce, Bureau of Economic Andyss, Regional Accounts Data, Gross State Product Data, June 4, 2001.

20 \/enture Economic/NV CA/Thomson Financial Securities Data, Internet, 2001, as cited in State Science & Technology
Indtitute, “Tota Venture Capital Investments By State 1991-2000" and “Number of Companies Recaiving Venture Cepital
Investments By State 1991-2000," SSTI Weekly Digest, August 31, 2001.

21 Christopher Boyd, “Venture capital tricklesin,” Orlando Sentinel, November 1, 2001; Jane Bussey, “Venture capital
investment dacking off,” The Miami Herald, November 1, 2001.

22 1 THorida.com, Inc., Florida Research Consortium, at http://www.itflorida.com/tech/consortium.asp (last visited March 2,
2002).

23 The Legidature created the Information Service Development Technology Taskforcein June 1999 to focus on the
development of state policiesthat would enable Horidato compete successfully in the information age. The taskforce was
dissolved in duly 2001. I THorida.com, Inc., an outgrowth of the taskforce, is an umbrella, not-for-profit organization that
represents Florida s diverse technology community on a statewide basis. ITHorida.com, Inc., promotes the common interests
of its members by doing the following: advocating on behalf of its members and formulating policy recommendations to
federd, date, and locd government; serving as adearinghouse for technology -reated information; and sponsoring statewide
conferences, symposia, and other events focused on issues important to its members and the state. See ITHorida.com, Inc.,
About, at http://wwwv.itflorida.com/browse/about.asp (last visited March 2, 2002).
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Education Gover nance®*

Currently, the Governor and Cabinet serve as the State Board of Education. This board isthe
chief policy making body of public education in the state. Additiondly, there is a Department of
Education under an eected Commissoner of Educetion.

In the 1998 Genera Election, Floridians amended the State Condtitution, effective January 7,
2003, to require a new state board of education conssting of seven members appointed by the
Governor and subject to confirmation by the Senate and to require that the State Board of
Education appoint the Commissioner of Education. The 2000 L egidature addressed the
condtitutional amendment by enacting the FHorida Education Governance Reorgani zation Act of
2000 (ch. 2000-321, L.O.F.). This act proposes to achieve, within existing resources, systemic
change in education governance by establishing a seamless academic system that fosters an
integrated continuum of kindergarten through graduate school education for Horida s citizens.
The act provides for the creation of an 11-member task force to address implementation issues
for trangtion to the new governance system. The task force submitted its recommendations to the
Legidature on March 1, 2001.

Basad on the recommendations of the task force, the 2001 L egidature passed the Florida
Education Governance Reorganization Implementation Act (act) (ch. 2001-170, L.O.F.).
Effective July 1, 2001, the act transferred the powers and duties of the Board of Regents, which
governed the state univergties, to local boards of trustees for each university and the newly
created Florida Board of Education (FBOE).2° The Florida Board of Education oversees the
entire K-20 educationa system. Members of the FBOE are appointed by the Governor and must
be confirmed by the Senate. The FBOE is housed within and operates under the direction of the
State Board of Education. Activities of the FBOE are subject to review and agpprova by the State
Board of Education. The act dso required the Governor to appoint, by July 1, 2001, a Secretary
of the FBOE to sarve asthe FBOE' s primary liaison with dl entitiesinvolved in the
reorganization of education. The Secretary of the FBOE serves as the head of the Education
Reorganization Workgroup and the K-20 education leadership team.

Effect of Proposed Changes:

This committee subgtitute creates s. 240.72, F.S., which may be cited as the “FHorida Technology
Development Act” (act). The act provides for the following:

24 Unless otherwise cited, material in this subsection of the analysisis primarily drawn from and based on two sources: House
of Representatives Coundil for Lifelong Learning, Education Gover nance Fact Sheet, September 2001, and Office of
Program Policy Anadlyss and Government Accountability, Justification Review, State University System, Department of
Education, Report No. 01-28, May 2001, pp. 2-4.

25 The State University System consists of the following eleven public postsecondary ingtitutions: the University of Florida,
Florida State University, Florida Agricultural and Mechanica University, the University of South Florida, Florida Atlantic
Universty, the University of West Florida, the University of Central Horida, the University of North Florida, Florida
International University, Florida Gulf Coast University, and New College of Horida. See House of Representatives Council
for Lifeong Learning, State University System (SUS) Fact Sheet, September 2001.



BILL: CS/SB 1844 Page 7

Defines the term “center of excellence’ to mean a program that, among its functions.

o Faclitates the identification of collaborative research opportunities between
universities and businesses.

o Fadlitates the acquisition of public and private funding for collaborative research
opportunities and maximizes the leveraging of such funds.

0 Creates partnerships between industrial and governmenta entities to advance
knowledge and research and to move technologies from academic laboratories
and research centers to commercia sectors.

o0 Stimulates and supports new venture creation through partnerships with venture
capital firms and other business, governmenta, and educational entities.

0 Assgsin the enhancement of advanced academic curricula through improved
communication between academia and businesses.

0 Increasesthe number of graduates and faculty researchersin advanced technology
programs while ensuring that alarger percentage of such graduates pursue careers
in Horidaindustries.

0 Recruits and retains eminent scholars in advanced technology disciplines.

0 Provides capitd facilities necessary to support research and devel opment.

Subject to legidative gppropriation, creates the Emerging Technology Commission
(commission) within the Governor’s Office for the purpose of guiding the establishment
of centers of excellence within, and in collaboration with, the State University System.
The commission would consst of:

0 Nineregular members, appointed on or before July 1, 2002, who must be
recognized business leaders, industrial researchers, academic researchers,
scientigts, or enginears. The regular members include four regular members and
the chair appointed by the Governor; two regular members appointed by the
House Speaker; and two regular members appointed by the Senate President.

0 The Secretary of Educeation as an ex officio nonvoting member, to be replaced,
effective January 7, 2003, by the Commissioner of Educeation as an ex officio
nonvoting member.

0 Asex officio nonvoting members, the Sate senator and state representative who
serve as members of the Florida Research Consortium, Inc.2

Commission members must serve without compensation but are entitled to receive
certain per diem and travel expenses while performing their duties. The Governor’s
Office mugt provide staff support for the commission and per diem and travel expenses
for commisson members.

2% Florida Research Consortium, Inc., is arecently created, private not-for-profit advisory board to ITFlorida.com, Inc. Itis
composed of volunteer university heads and industry |eaders whose god is to establish progressive research programs &
Horida suniverdties. At the time of the writing of thisanalys's, one state senator and one State representetive serve as ex
officio members on the organization’s board of directors. See ITHorida.com, Inc., Board of Directors of the Florida
Research Consortium, at http://www.itflorida.com/tech/consort_board.asp (last visited March 7, 2002), and ITHorida.com,
Inc., Board of Directors of the Florida Research Consortium, at http:/Amwww.itflori da.com/press/ResearchConsortium. pdf
(last visited March 7, 2002).
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Provides, that, by August 1, 2002, Florida Research Consortium, Inc., must provide a
report to the commission, which describes and prioritizes factors that contribute to the
success of the cregtion of centers of excdlence. At a minimum, the factors must include:

o

Maturity of existing university programs relating to a proposed center of
excdllence.

Exigting amount of university resources dedicated to activitiesrelating to a
proposed center of excellence.

Comprehensiveness and effectiveness of dite plans relating to a proposed center of
excellence.

Regiond economic structure and climate.
The degree to which a university proposed to house a center of excellence

identifies and seizes opportunities to collaborate with other public or private
entities for research purposes.

The presence of a comprehensive performance and accountability measurement
sysem.

The use of an integrated research and development dtrategy utilizing multiple
levels of the educationa system.

The ability of a university proposed to house a center of excellenceto raise
research funds and leverage public and private investment dollars to support
advanced and emerging technologica research and development projects.
The degree to which a university proposed to house a center of excellence
transfers advanced and emerging technologies from its |aboratories to the
commercia sector.

The degree to which a university proposed to house a center of excellence
gimulates and supports new venture cregtion.

The exigence of a plan to enhance academic curricula by improving
communication between academia and indudtry.

The existence of a plan to increase the number, quality, and retention rate of
faculty, graduate students, and eminent scholars in advanced and emerging
technology-based disciplines.

The existence of a plan to increase the likelihood of faculty, graduate students,
and eminent scholars pursuing private-sector careers in the State.

Ability to provide capital facilities necessary to support research and
development.

Provides that, by September 15, 2002, the commission must develop and approve criteria
for evduaing universty-submitted proposasfor creating centers of excellence. When
developing such criteria, the commission must consider the report provided by Forida
Research Consortium, Inc., and hold at least two public hearings for the purpose of
soliciting expert testimony. By October 1, 2002, the commission must provide alist of
such criteriato each university in the State University System and to the State

Technology Office for publishing on the Internet within 24 hours after the office' s receipt
of the list. Concurrent with the provison of the criterialist to the universties, the
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V.

commisson must notify each university of the opportunity to submit to the commisson
written proposals for establishing one or more centers of excellence. Proposas must
specificaly address the evaluation criteria developed by the commission and ddlineste
how funding would be used to develop one or more centers of excellence. Proposals must
be submitted to the commission by December 1, 2002. Upon an affirmative vote of a
mgority of its members, the commission may accept a proposal submitted after the
deadline.

Providesthat, by February 1, 2003, the commission must submit to the State Board of
Education &t least two, but no more than five, recommended plans for the establishment

of one or more centers of excdlence in the state. Recommended plans must specificaly
address the evaudion criteria developed by the commission and delineate how funding
would be used to devel op the centers of excellence. When developing such recommended
plans, the commission must consider the submitted university proposas and hold at least
three public hearings for the purpose of soliciting expert testimony, including, but not
limited to viewing presentations of the university proposas.

Providesthat, by March 15, 2003, the State Board of Education must develop and
gpprove afind plan for the establishment of one or more centers of excdlence in the date
and authorize expenditures for implementation of the plan. Thefina plan mugt alocate a
least $25 million to each center of excellence established by the plan. When developing
thisfina plan, the board must consider the commisson’s recommended plans and hold at
least one public hearing for the purpose of soliciting expert testimony. The find plan

must include performance and accountability measures that can be used to assessthe
progress of plan implementation and the success of the centers of excellence established
under thefina plan. By March 22, 2003, the board must provide a copy of the find plan
to the Governor, the President of the Senate, and the Speaker of the House of
Representatives.

Provides that, beginning June 30, 2003, the commission must report quarterly to the
Commissioner of Education on the progress of the implementation of the find plan and
the success of the centers of excellence established under that plan.

Provides that the provisons of this act expire effective July 1, 2004.

Provides that the sum of $50,000 is appropriated from the General Revenue Fund to the
Executive Office of the Governor for the 2002- 2003 fiscal year for the purpose of
providing staff support to the commission and per diem and travel expenses for
commisson members.

Thisact shal take effect upon becoming alaw.

Constitutional Issues:

A.

Municipality/County Mandates Restrictions:

None.
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B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

V. Economic Impact and Fiscal Note:
A. Tax/Fee Issues:
None.

B. Private Sector Impact:

Not only do university-industry partnerships increase the speed and frequency with which
new discoveries move from the |aboratory to the market, but “university-industry
technology transfer can be a stimulant, precursor, or complement to building a high-

<kills, high-wage state economy.”?’ Thus, to the extent the provisions of this committee
subdtitute increase the amount of technology transfer occurring in the state, businesses
and individuas could benefit.

C. Government Sector Impact:

Subject to legidative appropriation, this committee subgtitute creates the Emerging
Technology Commission (commission) within the Governor’ s Office for the purpose of
guiding the establishment of centers of excellence within, and in collaboration with, the
State University System. The committee substitute provides that the sum of $50,000 is
gppropriated from the Generd Revenue Fund to the Executive Office of the Governor for
the 2002- 2003 fiscd year for the purpose of providing staff support to the commission
and per diem and travel expenses for commission members.

Technology transfer can be a source of revenue for universities?® Thus, to the extent the
provisons of this committee subgtitute increase the amount of technology transfer
occurring in the state, universities could benefit.

VI. Technical Deficiencies:
None.

VIL. Related Issues:
None.

27 pssociation of University Technology Managers, Inc., supra note 4; Tornatzky, supra note 3, a 7.

283enate Committee on Commerce and Economic Opportunities, supra note 7, at 2 and 5.
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VIII. Amendments:

None.

This Senate staff analysis does not reflect the intent or officia position of the bill’s ponsor or the Florida Senate.




