
DRAFT
Reasonable Pricing - A New Twist for March-In Rights

under the Bayh-Dole Act

John H. Raubitschek'
Norman J. Latker". <-'-)

/



'-----,--_.-".--

r-.~_.--- 1

; ,I
; ,j

~_~ - J
,

h-.. _

!
I
. Under Bayh-Dole, the Government has certain ri hts inc se"

ar,d march-in ri hts 6 ugh the Governmen as never' exercised march-in rights
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Accordingt6 section 1(f) of the Kennedy Memorandum, the Governm'ent shall
-- have the right to require the granting of a nonexclusive royalty-free license to ?~

applicant if (1):lhe contractor orgrantee who has been permitted to own" the invention,
..... its licensee or'lassignee has not takeneffective steps within three years after the patent

i issues to bring the invention to the point of practical application '8 or (2) has made the
"',-" -.._.. " \

l invention available for licensing royalty free or on terms that are reasonable in the

""-(!J'"..· ..- ..ljl ...."circumstances or (\3) can show why it should be able to retain ownership for a further! .: period of time, There was also a march-in right in section 1(g) if the invention is
i,_._.. ,.. ...__ ..L ~ required for public u~ by Government regulations or as may be necessary to fulfill

, .1: health needs or other public purposes stipulated in the contract or grant HoWever, the
l __..__._.._~....1.. __ .. J ,required licensing could be,royalty-free or on terms that are reasonable in the

! i circuml>~es. As stated in-the fourth paragraph of the KE!lnnedy Memorandum, the
~"------,-,--"",,;--,,,J' reasOn for march-in rights was-to "guard against failure to., practice the inven~-

I L, '-""\ .•- ..-.-.... :' '-:==-------....~--
,.------------.--,.-,- ..---..---..·-------~Tr-;;rN--·~-7ffrHIrJif~r- ....--
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, . It-"I~~·" 11, ".. .__.__. --..----..---------.-- -.--- - - --- .
! The march-in rights in section 1(f) of the Nixon Memorandum are very similar" to

,---·-------..··-Ir+..---' those in the Kennedy Memorandum except that the working requirement was expanded
t6assignees and licensees and the Government could also require the granting of an

-.--·--··..-------I-I-t···,· exclusive license to a responsible applicant on terms that are reasonable under the
! circumstance The health march-in right in section 1(g) was expanded to refer to

,-... ----- ----c-/++.;.-,.-. sa~ltis in resting that the concept of "reasonable terms" is used in the Presidential
L) 'lIiiemoranda wit, .ect to the required licens.ing and not t..o the availab.i1ity or p.rice of~ ,
I .:. .patented invention ansI. ~derally funded research...~j__ .__.._~ .~ J~ -----~----

l--====~==-="'- '--~-,l----~---tJTi--k~-l--' 4~Ntp1--e.,,-4-/---- ...-

:=_"~=--=..::'-~ ..~=~_~=-=====~---~ ...==--...;;~~t;;:::;zt:" '1~=~ ~_~~~ __
;

~. •• ~,__, ....__:_.~, • ' .m ._•• ._....._. ...-.••__• • .~ ... ... • • _

I .

-----·-·-----1+--+--·-------·----------------------------__. ._.-'. . ... ,_n ... •• ._

----..-... fl·-\ --.----..------..-------------..--...---.-------------...- ..---------.--..--..--
;......_._~_._-_._---_._,-1--;-----------_._------------------_. ... . .--.----------..---------~..------.----~--.-..-

~ ..__._._....__. .I.t_+---_.---.---.--.-----...---..·--~------------ . .. . ....--.......,.......-__

, "..II.. \ .... ...._~ ..... ._..__..__. ..... .~_

'-------~_.m ._......._. _ _+__----~--.----------------------.,_- " ..._. ~~ ~_.. ._._._.__. ..c... ._

?

1.....-._--_._------~I-.~. ~. ... .. ..__. ._.. ~.__._. . . . .__. .......

:-..----..-.-m..--..--li'--~-----··;-·----·--·--..----·------~-----._-----_.-------.--.--',----.-----.":'"".---------...-----...--..----.------

7
--------- I+--f---...--..-------....----..- ..-.---...- ...-----.....--....-~c----- .......-----.--..------..---.---

~---·--·......--..---Il__+__------------~...~------,,----- .......------~·----·-.--- ....---..-----"..-----



_ ... ._•....l... _

•

,n

-.-~--.. IIi

-~--~---

'/,,,,,,,,,Wf# /.IN., J~"-It 12 J CJ0 "'J
J Ie CI ~ CfI T I IV /," ~1:,""t"Il' ~,~ )\~t. ~ }~~,t~,rt-

C,.t/th./ 6~ I""~'" INVt--.J~.t1Ai
Prior to Bayh-Dole, there was little ctivity in march-in rights. At most, the focus .-
_whether a particuJaLjnvention funde by the Government was being used. 1,. II

, 471 f~"t-II" t 4 ~ ruAi '''tIt~.,."..
') Institutional Patent A reem ts r;11e~f ~~"';;eI"7:,'

The Ba Ie Act relies heavily on Institution Patent Agreemen IPAl which
were used by NIH begl . in 1986 and NSF in 1973 handle inventions
universities with an approved p olicy. Under the IP , he university ha tMle
_lellIUUl~ to any invention made '. NIH or NSF fund
r . ... '. Bayh-Dole can be considered a
codification" of the IPA, which was authorized for gencies in 197 • The model IPA
was developed by the University Patent Policy Ad Hoc Subcommi 22 of the
Committee on Government Patent Policy of the Federal I of Science and
Technology after receiving comments from man ncies and universities. However,
implementation ofthe IPA was postponed 20 days at the request of Senator
Gaylord Nelson on March 17, 1978, weld hearings.23 The IPA reg~ationbecame

effective on July 18,1978.2
4 ,w.( '(ul ~ ."1 ~ _ Au" /h'Vd
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I'Ir- During the Nelson hearings, march-in rights were discussed .

,------~---., I In particular, Donald R. Dunner, 1st Vice President of the American Patent LawI Association, indicated that:

I

,-._._---_._-----'-'
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"Much has been said about mar«D=in"Tights.... The point has been raised that
march-in rights have been available for 10 years, and they have never been
used; ergo, they are a failure. We submit that is not the case. There is no
evidence to indicate that march-in rights should have been used in a specific
situation and were not used. In fact, we submit the high probability is quite the
contrary. Where an invention is significant, we submit that the marketplace will
take care of the situation. Competitors who want to use a given piece of
technology follow a standard routine procedure. They first determine whether
there is any patent cover on the development, and then they evaluate the patent
cover. If they feel they want to get into the field, they will try to get a license. If
they cannot get a license in a Government-owned situation, they will go to the .
Government agency involved, and they will say, 'I cannot get a license.' They
will point to the conditions which the IPA specify as to when march-in rights
should be applied; they will provide the information necessary for that evaluation

,L-.-------- -I-i ' to be made, and we submit in any given situation where march-in should be
'I applied, they will be applled.?" _.'- . .__c----_---.----
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