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California runs
stem-cell risk
Hollywood-fuelled enthusiasm – and blue-state contrariness
– moved California voters last year to authorise a US$3
billion handout for the funding of stem-cell research.
Unfortunately, it appears that nobody stopped to think
through the IP consequences. As a result, the project
could now be at risk
In the November general election,
Californians thumbed their noses
at Bush administration bioethics
policies and voted to establish a
new state agency to fund human
embryonic stem-cell research.
Fearing that their states’ best
researchers would leave to chase
the California gold, Connecticut,
Illinois, New Jersey, New York and
Massachusetts are launching
their own stem-cell projects and
may well follow California into this
costly and uncharted territory
Stem-cell research had been
stalled in the US in the wake of
President George Bush’s ban on
the use of federal funds for
studies involving any new cell
lines created after 2001. Bush, a
pro-life supporter, based his ban
on the fact that human embryos
have to be destroyed in order to
create cell lines.
But scientists claim that these
cells hold such a rich potential for
human health that further
research must continue. They say
the ability of stem cells to grow
into virtually any kind of bodily
tissue could bring replacement
parts for diseased hearts and
other organs, and the regeneration
of damaged spinal cords.
The Bush announcement
caused great dismay, with some
leading researchers even leaving
the country in protest. The
University of California lost Roger
Pederson, who decamped for
Cambridge University in the UK,
where he now heads the Centre for
Stem-Cell Biology and Medicine.
A potent combination of
Hollywood stars, disease-

advocacy groups, labour
organisations, the state’s medical
and academic scientific
establishment, and a coalition of
biotech business groups
persuaded California voters that
funding further stem-cell research
was a good thing. Silicon Valley
real estate developer Robert
Klein, a parent whose child has
juvenile diabetes, led the effort.
The showbiz angle weighed
heavily at election time. Popular
actors Michael J Fox and
Christopher Reeve urged passage
of the bond issue’s authorising
legislation, Proposition 71. Reeve
and Fox enjoyed a special
credibility because both suffered
from conditions stem-cell research
promises to cure. And Reeve’s
death – related to his spinal-cord
injury – right before the November
election brought in a sympathy
vote that contributed to
Proposition 71’s 59% pass rate.
The vote authorised the US$3
billion bond issue, which
established and funds a new state
agency, to be known as the
California Institute for
Regenerative Medicine. The
institute is to give out US$300
million per year to stem-cell
researchers for the next decade.
Initiative backers promised
voters more than cures for the
dread conditions that afflicted
Reeves and Fox. They also
predicted a rich return on the
state’s investment in the form of
patents and licensing revenues
derived from the research. A
report posted on the proProposition 71 website forecast:
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“Royalty revenues of from $537
million to $1.1 billion.”
The Wisconsin block
However, four months after the
campaign, it seems those
numbers actually reflect a great
deal of optimism and
considerable wishful thinking.
Robust patents, which appear to
cover just about any and all work
involving human embryonic stem
cells, are in the hands of the
Wisconsin Alumni Research
Foundation (WARF), the University
of Wisconsin’s technology
transfer agency.
It was at the University of
Wisconsin that biologist James
Thompson first isolated human
embryonic stem cells, with much
of his research funded by a
California biotech company, Geron
Corporation of Menlo Park. Geron
has exclusive licences to some of
the key Wisconsin stem-cells lines.
And last year Geron was issued a
patent for a method of stem-cell
propagation that will permit
commercial-scale production of
therapeutic stem cells.
The Geron patent is important
because it enables researchers
to avoid the use of animal-based
media to grow the cell lines. All
presently existing embryonic cell
lines have had contact with
animal media and thus have the
potential to bring animal diseases
to humans.
Wisconsin has agreed to
make its technology available to
scientists engaged in noncommercial research. And so has
Geron. But the meter starts
running the minute anyone
develops a viable therapeutic
product derived from human
embryonic stem cells.
Both Geron and Wisconsin
officials say they will seek licensing
revenues from any commercial
venture. This means that
regardless of how much money the
state has handed to researchers,
California will have to stand in line
behind Geron and Wisconsin to
receive a royalty return on the
state’s investment. And barring
unprecedented rapid breakthrough

discoveries, other states’ projects
will be even further down the line
from California.
It is true that the strength of
the Wisconsin and Geron patents
has not been tested through
litigation. In fact, very few
members of the IP bar in the US
have even read the patents
through, given that human
embryonic stem-cell research is
still a relatively rare phenomenon.
Until now, there has been so little
research in this area that most
clients had no need or desire to
pay lawyers to review the patents.
So it remains to be seen how far
Geron and Wisconsin’s patents
reach. Still, the simple fact of
those patents’ existence should
have given pause to even
Proposition 71’s most
enthusiastic boosters.
No IP expertise
But, surprisingly, thinking through
the IP consequences of what they
were advocating does not seem to
have exercised Proposition 71’s
backers too greatly. They used two
Northern California political law
firms to draft the initiative but it is
believed that no IP lawyer ever
vetted the measure. This was
despite the fact that the language
of the initiative mentioned
intellectual property eight times,
patents nine times, royalties six
times and licensing twice. Any
biotech lawyer with patent
expertise could have warned the
drafters of the minefield laid by
careless use of IP language.
Additionally, although the
initiative mandated a number of
specific constituencies to be
included on the Institute’s 29member Independent Citizens
Oversight Committee, intellectual
property experts were left out in
the cold. The Committee, which is
headed up by Robert Klein, has
now been formed and it includes,
as the initiative required,
representatives of various
campuses of the University of
California system and nationally
ranked medical schools and
Continued opposite
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Dyson may rue his trademark gaffe
British entrepreneur James Dyson
is taking the United States by
storm – or at least that part of it
happy to spend hundreds of
dollars a time on stylish, effective
and innovative types of vacuum
cleaner. Currently spearheading a
series of TV commercials that
explain the benefits of his
bagless machines, Dyson cuts a
typically English figure, with his
slightly hesitant delivery and
straight-back on screen presence.
His story, though, is pure
American Dream. It tells of how a
gifted designer saw a gap in a
lucrative market and spent his life
savings trying to exploit it, while
fighting off attempts by assorted
multinationals to hitch a ride on his
inventions. Like all great stories of
this type, it has a happy ending.
Dyson now runs a company with
annual profits of close to US$200
million. In the US his company
enjoys 21% market share after
sales tripled during 2004.
Key to Dyson’s success his
early identification of patents as
a means to safeguard his

interests. His willingness to
invest significant amounts to
protect his inventions in the early
1980s has paid substantial
dividends, and serves as an
object lesson to all technologybased start-ups. In 1990, Dyson
secured a settlement with Amway
when, after a three-year dispute,
the American manufacturer
agreed to pay licensing royalties
for use of Dyson patents in its
Clear-Trak vacuum cleaner. Nine
years later in the UK, Hoover
agreed a £4 million settlement
with Dyson, plus lawyers’ fees
and interest, following another
long-running litigation over
Hoover’s incorporation of Dyson’s
Dual Cyclone technology in some
of its products.
By being prepared early on to
spend large sums of money to
secure patent protection in both
Europe and the US, Dyson was
ultimately able to ensure that
companies much larger and more
powerful than his own could not
appropriate his innovation and
effectively force him out of

business. It is a message he
continues to hammer home –
there is, for example, a very
useful section on patents on
Dyson’s US website:
www.dyson.com.
All of which makes an
interview he gave to the UK’s
Guardian newspaper on 28th
February even more perplexing.
After talking about his success in
America and exploring his
attitudes towards design, Dyson
declares that his one remaining
ambition is to become a verb: “in
the same way that Hoover – or as
he puts it “the alternative” – has
done”, writes the journalist
profiling him. As there has not
been any retraction in the
newspaper since then, it can only
be assumed that Dyson means
what he is reported to have said.
The reaction of his trademark
attorneys can only be imagined.
But it is doubtful they were
overjoyed. Dyson filed his first
Dual Cyclone patents back in
1980, so the protection enjoyed
by his foundation technology has

now gone. The ads the company
is running in the US show that it
believes – probably correctly – the
Dyson name brings substantial
marketing advantages. But not, of
course, if the company’s founder
effectively invites all and sundry
to appropriate this name to use in
their own advertising campaigns:
“We Dyson Better”, anyone?
One slip probably does not
spell disaster for James Dyson
and the company he has built up
from nothing. But he would be well
advised to keep his views on this
matter to himself in future. In a
market as competitive as the one
in which it operates, Dyson needs
as many unique selling points as
possible. One of the most
distinctive and attractive the
company currently possesses is
its name. Nothing should be done
to put that in jeopardy. Loose talk
of verbs should definitely be
avoided. When patents expire,
trademarks often become the best
form of IP defence for technology
companies. But only if they know
how to use them properly.
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meeting laws. Additionally, instead
of spelling out just how patent and
licensing revenues are to return to
the state, the initiative merely says
that the Institute must balance the
possibilities of revenues against
“the need to assure that essential
medical research is not
unreasonably hindered by
intellectual property agreements”.

California a return on its US$3
billion investment. Given the
strength of the initiative’s
language, it is doubtful that her
legislation has much legal weight.
But the hearings Ortiz is holding
in connection with the proposed
legislation are at least bringing
her concerns to the public.
And despite the fact that the
Institute was supposed to start
issuing grants in its first year of
existence, it does not look like
cheques will be written any time
soon. Two lawsuits and one
petition under California’s
Administrative Procedure Act have
been filed, seeking greater
transparency and control of the
Institute’s activities. Courts have
been asked to review the suits on
an expedited basis, but delay
seems inevitable.
At present, the California

Institute for Regenerative
Medicine bears a frightening
resemblance to the Bay Bridge,
which connects San Francisco to
Berkeley, Oakland and the rest of
the East Bay. Badly damaged in
the 1989 Loma Prieta
earthquake, the bridge has yet to
be replaced, even though plans
were approved and contracts were
signed years ago. The rebuild is
stalled because of concerns about
fiscal mismanagement by the
state agency that oversees road
construction. Every day drivers
who cross the old bridge can look
out their windows and see a row
of moored construction cranes,
waiting for the go-ahead order so
work on the new Bay crossing can
get under way. And until concerns
about the stem-cell project are
cleared up, that too looks like a
bridge to nowhere.

research centres within the state.
Commercial biotech companies
with expertise in life sciences and
representatives from certain
disease-advocacy groups are also
represented. But patent lawyers or
other members of the California
bar with IP expertise are
conspicuous by their absence.
Apparently, there is no way for
the state to exert much control
over the Institute’s activities, even
though huge amounts of state
money are involved. The drafters
bullet proofed the initiative with
language that bars any legislative
oversight or tinkering for three
years. Many committee activities,
including those of the working
group that is to draft IP policy and
licensing agreements, were
exempted from the state’s open-
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Second thoughts
The buyer’s remorse of one
California legislator, who was an
early and enthusiastic backer of
the initiative, provides a
cautionary tale. Before the
election, State Senator Deborah
Ortiz campaigned vigorously for
Proposition 71’s approval. But
afterwards, she introduced
legislation to give the state more
oversight into the Committee’s
activities and to guarantee
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