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466 (JOYE)!lNl.VtENfl1'.!I\ACi)ENCi)f POL1GK,

,'Dr. "WAKERLIN_.I,.The Am,ericanHearLAssociationde<)ply'appreciates
the opportunity you have extended to. us to voice our views on the
disposition of invention rights in )connection with discoveries-aeising
from research activities jointly supported by Government and private
funda..; ...·.',· /"-',,::.1''''<),' . .1.' ... , ,.

"We .ofthe,American Heart-Association are£ully cognizant of the
committee's need toamivc at.somegeueralpatent legislation to protect
the; publicas represented-by, the .Government's research investment,
while also protecting the rights of private. organizations. We also
realizalthat, such general,legislation must beidesigned to apply to
scieJJ.tific,discoyeriesinsuch,diversedielq,sas space and defense as.well
as.to scientific discoveriesin .thefiold. of health. in 'which wehaveour.
prime interest. . "" " . ,.".. '" .' ..

j J'j'evertheless,jiJ. .appearing, .before you.wewould' hopetomake.you
a""are oftert'l:in teohnicalpro~lemsipec)llil!-rto.medical research which
weare·sponsoringinthepublidnterest.:!"·,jU''';'·· i" ',' "
(:' ScierrQific research .activitiesperformed-in .universities and; institu.

tions. Q£tEWf!Teceive·;jointt and ,conteJ.'rtpo~J1heo~s:!support,:ftoIlj-;com'
mingled funds from two or more .sources; •.Indeed,the"US.,PubliCj
JiIel!-!thj ,service, on-many-occasions. and .in. HW public interestvl'tas
encourjiged,support of. research from thepriYUit" sectors-of the. econ
omy of this Nation and discouraged exclusive reliance upon' Govern'
ment-.filll!-nced'support.While,we heartily! agree ,,,,iththis concept; its
fulfillmentfrequently. oreatesa-diffieultlproblem.» The Public 'Health'
Service in, its regulations requires that its"research grantees agreetq'
transfer to it ownership rights of all inventions. Similarly.. the
American Heart Association ask~ its graD;t~es:,tQ'agreeitoJthe,assign
ment of invention rights to. it.' ,This at timeslcreates a dilemma. for the
researcher. And. yet only. a small fraction of ,hperceiit of research
projects Isads'to patentable discoveries, . ..

It is no answer that the difficulty may 'be left. to litigation ; neither is'
ita satisfactory, solution thatethe,scie:ntjsts;be.limited to acceptance of
research support-from only a singlesource.nIt would be infinitel,Y bet- ,
t~r to p,rovIde a. method for. the equitable dISposIt~on of prop,r!etary
rights in any discoveries, since. the. .Public 'Health Service ,and' the
American Heart Association both have the benefit of the nublic as
theifpfillie,objective.(' ."" (,

Assuming that t4~yollliJ.taryhealthag~JJ.cyhasn1adea substantial
investment of public-contributed funds, it should be within the dissre
tion ofsuch ag~ncytoachieve'fuHestpublicbenefitby encouraging all
po~sibledevel0l'm~nt?fsuch.discoveries,' INollo;vsithat th~re might
bemstancesm WhICh It ~Ight be advantageous to the,o,gency and the
public ,to achieve neces~arydevelopment'andapplica,tionthrough
recourse to-~nancial··alld'specialized'!Danpo",er:reso?rc~ :ofa" cOID111er
cial organization. ,.To assnrethisbenefit, it~ightbe'Jiecessary to 'offer
the commercial organization leadtime-c-a reasonable' number of years
ofexclusivelicense from the date of public-introduetionof the prod
net-s-to: eecoup its developmental investmen,tY 'The voluntary 'health
agencies believe this to be a. practieal.policy',' for the alternative might
be to use their' own funds to contract commercially'forthis,service'on
a cost-plus basis. This, in the end, might prove to be considerably more
costly to the public.
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",'.D,I',BRIC~;'J'{O; si,l'{only Jijl1'leF,theJ'{J;B:: policy,wh~ch;J:,vigorously
disagree with. In othN'cage"cies ,,theY, "~WIll/) assign-e-m fact. under -a
'li&uart!'rnt~st",rjgtant,we did-develop 'a (Very ,ii:Itere~ting new-synthetic
,plastic" ,po1Y1':ylenoL. 'We arenow.in interference with .a small.concern
hi)': t'be-iUanie,of,Gene,l'alElf!ctric as to who is going ,to get, the .patent
rightsd1U. this.,) 1!hey' puhli$hed,jt,a ,yea"";l.fter'we did. But, .we.do
not:iY!\t know who wi!lget,thepaten£.'", '. " ',)

"Bjj!',under .the ,Qua,.termaste,.,$,e,maCl'eai,.agreement that t,heLGov·
ernment would have a royalty-free right to,us~aninvenj;ioi:I.thatwas
made. But we had the right toexplO1t'the,pI;lvatecommerc!~I.,deyel
oprnent of this,materiaL.· ThdJni"e,.sity ,of BeIinsylvaniahas in fact
taken my patent, which I assigoed,to;.the,IJniyersity,ofP\jhI]sylvania,
and ta:k!l1l' it:to.a'COmpanyto 'se" if iwe'c&i:IMploit thisinvention.

'Senat,O,.BJJ'\U}ICB;j, ,Wa$that'ileveJo,ped under Government research i
DiI';, f"WE.'; ;Ye~,.~ir"under. ,the, Qu.aI:te.rmaster.Corps, I think it -is

<:>nly -th\j,iI\U;e:,,,,here weh",,,emo 'l'ight~,resi<itingwith the inventor, ,
No, I like.til, see,the :rights,)'eside,.witb .theillve:ntor, 'by all means.

[ilJ;is,'isc,whM,Lani '~rguing '£0,1', So he can take his invention .and
bargain with somebody to make use of it. .,. ,,' , , ,), ' :
. SenatO,.i¥JJ'\U}IQK; I ani,' ,not;;a,l'guiIlg+l .am ju~t pointing ,OUt the
'mcOnsIst!'ncyof,the company, gettIng It, and denymg It .to the,People
·who,do,the1l\;ork,}")(;-'; "f . ")(;-' . ' <,{".-.), )'" '. " ),' ,".
",J),I'.iP!uCJ;J.;J:'th!:nk,th" inconsistency is.notthere, because I do belieye
that,the w!lQle.ph,i1osophj;of,the.pateJ!t-law"isthatthe invsntion.goes
to the inventor. He is the.onewho.appljes.foritand he gets the patent
.!jights" <: [ •. ,·),')·t )',)' "'''''''' ".... ",t

iWlIa~ hedoes with.it to,.,see.thati.tis mage use ofdiffersacconding
to.the situation. . ., ,s, ...•. . '." •.....
,,,;In my ca~e;.asa.professor,-I ,,~nibargain with it a little bit to seewho
can .make use of it. If [amialreitgy·.;working for a company, Lh"",e
signed.an.agreement, ·that .the.inventrons,E make will automatically be
assigned by me to the company·inexc!lange,fQrmysalayyand,other
-rew,~rds".".,. .,-", .; ,,,.,.,, ..... " "i'"

.",$enlJ-tor IlURDrcK. ~OW,you;saYYQu, are a.consultant to. Eli Lilly
& Co. Suppose that ?ompany '''A'' makes a contract with company
"B"-tlus IS purelyprwatband. cQmpan¥,ffA'!ihasasked.':B"to. do a
.researchproject, fQr.theirl.,-,mayb.eon,a.suboontract.basis (>,1' some other
,basis" ;What is,theusual.practke'i,. Does.A oriBhavethepatentrights
of any discoveries made there! . ,,- , "... "

Dr-'J-?RICE, .1Vell" J ithin~<it!lisisjjs)lally a matter of a gre~t deal of
.cotreenybyth¢lawyers wb9 i\Vrrit~ ,the cOntract.; .
');fSenat9rBURDIPli<...Ia,!,askhijl"'yqut!le'l?~acticei '';'. ',i' i"

Dr. ;I1,RJ,CE. I would thlnk:th"tithe .pr~~tlceusually"s that,thecom
pany that provides the money would usually get the rights to.develop
this'-,'c i·' ",."

S~nator BURDICK. That1>,asb:¢\lU.the it"stimQnybefore this .com-
mittee,-,--that.,A,.w,ouj.d,ret'l'in:ijhl' :p",teiJ:t.rig!lts... .i'i, •

Dr. PRICE. And if the Government was going to develop and, sell
the patented inventions, I say the philosophy.might be that the Gov
cerllllle",t'll!lou]dhaVietherightsto .thepaten,tsitdinances.. But Idonot
think it will ever develop and sell them under .our present .economic
system.
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STATEMENT OF RON. EMILIO Q. DADDARIO, A REPRESENTATIVE
IN CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF
TRE STATE OF CONNlWTICUT

Mr. DADDARIO. M~. Chairman and members of the committee, I
am grateful forthw,opp6j:'tiijiity to appjfariia'ndpresent my views on
this most important subject.

As you, Senator McClellanj'lra-ve-Tecently been pointing out on the
fl?Or of the Senate, alf:¥;t)ring ~sl'Pl,ateqTIit~, ,patents is likely to. be a
highly complex matter, and a Government-wIde patent policy IS as
suredly so. I wish to.. compliment this committee for its wisdom in
treating the mattel'.accordinglY7CandllQt in the simple black-and
white fashion whichsomepeopl". at both ends of this issue tend to
advise'''i''"i"""'" n,J',o

Itisnotwyintent here, today, recite the history of the GOvern-
lllent,",,~e~\iqhpatent problem, lwr}q,d,i~cusstl\cts,iand~gtlre~,.norto
p,""sent you' witli isolat\id,cases in.pQiIi(cl:\isig'ue'ft?,proy\iaIll\r;gment.
You have already been exposed to such .dj~c~~~iWh~I)q;l\q\1<]lI~tqlY"I
am sure. . .-)":;,,, r'T _~::,:", ,,-j-;,: .~,) , f'.:' °f"'::-,, }::- ;,::~r;, Ftr'.,:>:>, "-,,,,:.,.'7
"',,13ut I:woul<;llik~,'0:suITilri,arize lll'y philosoiJ~:tpn;:th~, Q-ovei';#ent
Ql"n¢dpl\~~))t)qiiest}<m, 'l\P~losopp.y :w;lijqh I, !)elie}!'eis.,s)1'ly~dby

.ma,nyof'ojlrcolleaguqs:Jt IS also a!?hII~opli.y which has emerged
from.a g?oq.dealpfinter;estalld time spent \r) study.and hearings.

As you may know, I have chaired a special subcoirimittee,vI\ich,~as
charged flviththe<;ljltypf reyiewillg, ,tire.Govemment.patentl'ell\£ion
ship in' connection ~ith our netiorialspace program. We spent better
.than.4yea,rs .on the supjec.t, 'Aetweell' 195~ ialld ,l9~4.; we.jssued.f.hree
major re!?QI'ts, .iePor~e,dollttwo.b\lls ameJldillg,the;~~#onal Aero
nautiesaiid Space Act patent sect,on,and pas~edoneophem through
theHouse.) Sio,wh!I~I'''-jl)not'l\PllfellP%we,r;a1)4),m~ke .))0 preten~~
of.h~!ng ""' ~"pert,rn lega,rll.to th~,patent:systeljlIFse1f, 1 am familiar
WIth the ISSUes surrounding Government patent policy. . .. ']i... ,

...... :Mr. Gha,\rjl)an,}ha,ve ,thre~ main, !p\l;~ic g'lnviction~ ,whiph I should
.like. to submitto ,yOjl: \tnll YOjlrpo1l)J1,litte:~: oll.,this.Wl\tter' .. .
.. ·.Firshit is."-''''YO clear, t":lllej;hltt Whererell~raf]Y)l1rr"))gedjfllflearph
.and deyel'lPlll~nt.is'concernedi.botlr .the .G,o"e!"':1l)ent'.l\Ild ,eop,tra~j;oI'
p,a"e logicaland: ijlstifll\!>\e,eqjlities:in.j:;he .'I,,,l'ership,pr .such-patents
·as.1l)aY,llris~irrthe.cou,s~;qt.the,contract.,in ,•.• ii))C:;·••o! ',.0in:,'
.·.Ltisidle to pretenq that theGoverllJI.l~l\t,atleast-in it~ r9~e.ofren!'e-

. jseuting.the·public"has.ppreason .forrr?r interest in the title t.d,snch
patents. Withojltth~useof.the,cta"pa3)~rs',~l!sthe patent might
not evolve in the first place-and the ract that the United States always
.has ca. free,allll,Irrevoc,,,,ble liceJ;l~ec to use.the cpatellt ,itew lor. to have it
producedby..any.pal.'ty it.chooses f'll; gOVerllll,e"t"l,\purPoses,)s not
al')'l\ys.s.ufficiell.t jto,protect.the.pul>lic.~nterest .. .By.the same token, it
.is eqp"f]y,.I,!nreahstic to' .assert ..that, the contractor,' who "nay.ha"e
contrlbnted,,,-s,.nl1lch or ,wore'thlljlthe,G,oveT)l1l)ellt-lll t~r]l)~ofknow
.hqw andthe.exp,Elndittir\Oof its. owh llC)pney' tq:wardc·thedeyelC;pmel1t.of
:thepat~l1t, has. IlO,eI4)l1!' toopwners!J,ip 'l,loJjtheeli:c!usive,rjght.to.. ufjlize
the patent forfcomllilEl,rqi41,pp,i'pPses,. (,,';1'o,tll1<eJhe ,latter position may
be unfair to the large contractor and, in addition, downright disastrous
Withe small contractor, to whom a patent portfolio is an important
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Non tl1!1'~ isc~~rie<! P1J;~ inti," DllF'On~qo., inthe GeneraLFJIMt~i(lCo.,
'irrHercnlesPower, iii Lilly, and so on, thatis available.IW(l.,!,\s~,o£the

pateIltl!1'>vs,... , .. ,' .... ', "".' ee.. ..·.e ,".
So one is this disclosure of scientific inforllla.tion... A11d this .is a

·great satisf~ctioIl' incidentally, for.:the sqientists. :We like to .see what
we have done, see the light of day. And I can.assllresollthat the
I>ll~!jcatioIl o~th~ w.'?rk asa pat~!'tor as. a paperwl)iqhis made
'poss.!blebylli~.paterltlaw IS apublic benefit, hllt also 'a private sans-
f¥tlOnto th~lllv~nt0J:" '.' .' ",' .. " ..•' .. "', ..•.... '. . .. .. .;
; Second, tl;te otheJ:'Pllplicben.efit is. this business which' I have em
'phasized so much.rthe incentive to get the investment int0<1,ev~lop

ment-,-tak~ the)a"e inv~ntio]]!1'ndmake it into a product.. And I
~hink,these ~J'e:thepuPliqhep.~fi.tsthat areilllpprtant, and. itis the vast

-mvestment of Government funds in res~aryllaIld cl~velppmel1t that
now.llIake this." very impory>LnJ Pllblicpqliqy. decision, as .to how the
useshould be J1Iadeofthesepatel't~H~l;tts; .. "'" . ,.'. .......> .:

Sep.a~oJ:' J3tiImICK,If tl1e:'GovernmeIlt ~~tainsthepatents,th~rejs.~(;ide:open field for the pll.blipto <!evelop.tha.£patent; is there not?
I!r- 'pllWE,; nth'!. G.'?ve:rp.me:!f~,m;ne,<!tl1..e:P'!t~nt?

...•. S~nator:BiJRrJIOE;·. T~·~"e:~ybodyl;t"s 1Jc rig];tttoit.
· Dr; PRICE. Everybody has the ri!l'ht to it, but nobody has any 1n<Je11
tiye.to investiIlits1e,,:elc,>Pffiellt jfltisno~ .'?pYiousthat this is amajor
breaktliroug];t.'['he,re "\ViUooftainly<besollle pate:nts, I agree--tl1ere
will be some patents like,we could s~Y, the yllre,rOr the common .oold,
If youcould find a way to cure this, ev:erydruil'com~ny would make
it, and every <!rug company would want toha":e-it in its line of prod
ucts, and .if it wl1S available as. it Government patellt, they would do
N.whetlte:J:' it ",~Se"clllSiVeprJ;lot,: r.r ' r, ', , ..•••...••.,.., •. '
.,:!?u,f;f.'?J:',I]]"Ay,llIany pro<!,:!ctstl;tis) ¢.jj,lstsiJnply '}ot the case.. It
]s not obvious tlJ~t this IS gQlng},q hebet0r until It IS out and trIed.
· Senator BURDI<JK.:W~I,ceryalnly the publicwill have a better op
portll.!fity to develop a patent if they know abolltit than if they do not
knowabounif and cannot develop it,if it iscontrolled by .somebody.

•. .. Dr. F'RIcE.Everybodykno",s about a patent; the minute it. is. pub-
lisl;te:<!.,. . .. ',......, ...
·Sellat.'?rBl{RDIQK.· 1'hey d.'? llot have the riil'lJt to develop it.

I!r.PRICE. They!>o not have the right to '+t:ilize itllnlessthey get a
1icense~doso..< .'.>....• ," ',. ....
'. Senator BUrmICK. I must respectfully dis~I'\l!l.>vith yOll,sir.J
think if the patentjs a"ail~ble totlJe, pllbIic,t!ledevelopment possi
])ilities aregreaterthan jfth~y.arehelllI]]e:<!·i)l,s()me",ay..., ..'

'" I)r, PRICE, I think the conooJ:'!f I haye is thatthepublic 'Will not and
cannot spend $5 million or $10 million to take the in"ention andmake
a produc~ ollt.<.>f.it,.. .. ..,>' . "... ..;.... .... ".

Senator BURDICK. Some smart entwprep.eur""l1. do It, abusiness-
man. .""'--i:""'-""";'-"'-':"';·"::';_"';"""'_- . ' - " f' - ' ,

Dr.. PRIQE. But he will havetoprove' itwitha$lbmillio~invest
IneJ;lt.. ' If-somebody-else can thenco!]]e ·in.aft:m~ it isp!",ven,a)ldafter
]le Iiasdcveloped it, .and make it for "Jr"ption of that"lt doesnot make
sen~.tQ.'W~·-_-i _",,-:,!.\. T:_ _"",:,! ,-<,;1;:;,',':--"'" -'<':'!-;:'" c--'."; ,,-';: '-"-";--,-:

Senator :BURDIOK.. J:US~ a I]]ome]]t.. There IS $5 billionto $1.5 billion
\Hvolved :hererr/rh~ taxpayers ofthe UnitedStates have some money
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;mt.*yHill behi"ell"c';;;~, IVwo;U1dbll'possiblefo 'work out.anequitable
'ar~apilllP'!lnt,:qf'"'ll'l<:cliiSivll',ilicll'nsinlti"Or"'w.haiill'vll''''degriee ..therNif
ial'peatedrBJYiP]foptiitte,!;'!Ui", "," ",'i',,,,,,,;,'>"!} j,,:nJi i,X';, '';''''''':'''';

"" 'lsh;6rudi l ik ll" t O' ffiIlphasize that ;th ll' ll'xecut iil'El' lLgll'Jiieill'E[whieh',must
idll'al withith'll"p'ate:nt prabIll',monaday:ti6'dliY'bl1i!j.s;, ',Vithbu~ll'xceptiOlil,
have l~arull'd the lillportancll':af:thll"kindiof)flll'xrblht;ywhlChS, ,1809
)wo,uld< proVide!',' iEvll'nthos,?agencill'swhichh'avll' ,Hll'll'nirequiredor most
:proiw'i~,o:exertititl<,.iin.r)le' o/0vemmll';,t; such as' th&JAto~~Enll'.rgy
,(JOrnp:ilssl0nj',thl3' 'N'atlOnal iAIll'1;9nautmsiand 'Spac~Adiirnu:stratlOn,
'and the Depai1omentof Health;' Educatiori"an,hWelfar&,,]ulVll' rfound
,it 'nll'cessair:Yito' ll:ltll'r thll'ir practice' according-to: the.individual circum
-stances, "You have heard much' about the .desirability-of thll" ,practice'S
'ofthEiAiEC policy ifromithoseiwhO' faYOria'rigid'Government-oWllll'r
ship position. Yet, if you look at-the 1964JannriaJ"lepart oHhe ArEC
fO'r the JointComniittee,yon will find considerablevariation.in patent
tmatment.AE(pnow 'holds about 3,000pat"nts;On th~eith'iis
granted nonexclusive licenses to over, 1,OOOprivite:firuis;561)lave been
imtalnedb;v contractors] 330; exclusive lieensesihav.e beengranted tin
"()utfield'" ,cases',andtitlll' it(j400patentS lias' gone t(miontractors; isub
j&Jtorilyt~a'GoV'ernmll'ntlllleli~ll'." , ",i" " ')1 \

',,' Cll'rtainlythis, itiwouldiapp'ear' to,me"is,persuasivll' .evidence-of the
need for flexibility in.whatever system is'adoptedi. 0, H "iC' ii, I ,:;o:
,<U "should . like 110W' rtoutttrrt, tlY'severai<l! somewhat' iirtor"c/sp"cializ"d
aspects of the patentpolicy probl~m." ;':/,
i" ~ On.eofthll'se'isthll' 'intwnation.a;]i ph!)S~;"whi6h',has not,beeri:widell
,'dlscusse& ''\oVeinavll' heard much all0)lt"givooways," ,But a mostvui
p,tlrablll' "givll'awayl',conditionoccurs in. regard to foreign rights when
'ottrGov~nm"n.ttakll'stitlll'toinventions:';:;j ,I, ,,"< , ':
'!,llll't IMexp1liin:::'Accbrdingto U.S.pat"nt! lawirian;appiicationTor
patent'mi1*t ,bll' 'app:liedifol' 'bytheinventordfJin;s"lf, u[1heiPhilippine
EeP'1ibliciisth'll' 61ilyo'tllll'r' c6untry in which th:isis required. • In; coUn
tries suelii'aS',i]jJnglalill; 'Fr'aiitie, or iG'ermaIiYi'ormanyiofth~' !L"tin
A,mll'riclj.ncoitntl')";;,a, pate1itmay be&btainedbyaperson who-brings
the iIiventioh'into'tl1at ipoUlltry,evll'Ii ith6ughhe,iin1port"d' itfrom/an
oth~rcountr:tsncll~tl)ll'iUnitedStatesi'ii",","::-. "', ,', ,','
'I'Whits; wliebiill'iiim:tj6ns ai"tl frooly availab!e'~(jthePilblicinthll'Unit"d
Sta:t"s,Wll'ilire'p,owerjesS'tr> stop-people ili/other ~oUlitriesITOn;obtain
'ing patents!In'other'CQUntri~o'ftM' worId, o!"tli@ basTs·of 'invll'liti011S
a\,'adein the UmtedStateshy 'Am~ricitnmvent6rs:, 'W'l1eli'thishappens
'oM omGovernm@t,caJinot'use'tlill' 'i:trventibnsonwhichithe~atents
iire 'obtail1"d; ~nd "venthBAili~ri<iancOhtraict{n's'or1Jiventor~ ",hoiwere
'msponSible fol' miikiIig-' thll', inventions cannot practice them in, those
cOllptrill's without in.rnng-I'ffient or ,obtaining a jic"nsll';'A'rrd' this: at"a
time when our bailiLp.'JE!'oflpayrrrents sitri,],{i\)h,is criticaI'and of immensll'
'eeon6~i(>'ibip()~t~iic~"":_;_::,:"-;-r_~_,!i';_i_!~<:_", _!j.~i';':~,:)'?o,nf: _ r:;:, ,; : ",,',. ..', ,.:
',. Anothll'r aspect6fth:"pr6blemc01icerri$tli~:so,c,uled:advan~waiv~r.
Y ournd.y iipd prQb~hl:\i 'llav~ b""u toldth:ict~here''isuto "xcusefor
'W",ivingtitlfonari'invention not y~tin'b~ing,Tn!th"main; I tend to
agr"ewjth thisjJositioi1i:. And y~t 'thm~e 'aresitllations where it is
mostherill'ficial t6tl1" Gowrnm~*t to b'o able t6waive in iLd"anoo. i. T

-'!'ll'fel"to.casll's where" 'Fed"ral ag.;\pcy,:ih\liVill$'·di~oo'\Tered.that~otn~
potentialcontractor hasaJready 'ddne'oonsiderablll' private''m~areh',in
an area vital to tha interests of the Government, approaches that con-
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Senator MCCLELf4N.. The·diJI~Jien<Jl)IamiDter~t¢Cl in here iswhere
the Government goesout for the.specific Pt1J..pose.andprovides research
funds in order to develop-drugs that .are beneficial to health." Very
welL., The Government.finances research to develop a-better airplane
or-somethingIike that, and in the course qf that It gets the product
it wants, but there is abyproduct ora .fallout productof'a discovery
or an .invention-c-and.inthosa instances I thinkthe Government.could
very well let private enterprise have it, take it, and develop it and get
it on the.market ifitihasa civilianuse.or a general.consumer use,

.But when the Government specifically finances the experimentation
and the development of drugs to effectuate .a cure of disease, I think
there. is aIittledifference-e-it comes. in a little different category.

,·Dr. PRICE. Well, the Government. finances research; which .leads
to the discovery of a bettercureof some disease, and thisis.the in
vention. Now, somebody wants to buy this thing from a drugstore
shelf. .The question-is, Howdo we ,go from the discovery to the prod-
uct WhICh you and I can buy on the ,drugstore shelf? ..
r;.··Now, i:Q.·1Ilany'ca,s~s, .indrugs .as well-aS', iIl-_th~,:new:,rubh_€}r;'or a
new,.plastic--,or•.any other. product; there is a question whether .this
drug.will prove' to be !>ettel',llind there is a, vastjnvestment neees
sary-s-I am a.consultantfor the' Eli LillyCo.c.and I see the immense
expenditures it takes, to take a.new drugjtbatyou have discovered
that.-shows- sCime.rbeneficial-rpossihilitias-in. animal. tests, 'to find out
whether that drug is going to be useful in human beings--this "gain
requires .a .vast; investment. ..And' it seems to. me that you-need: to
provide"anincentivefor that im,.estment justasyou need to provide
anincentive..for ,the investment to develop.other.new products for
the public. ":"",,c : '," . .... "', .'"''

Now, I think the Government has a very great responsibility to
:egu~atethenseof-drugs, B':It Lthink that there is need, and I think
It IS important toconsider this-i-I' can be wrong,' Orcourse, .Senator-i
but you asked my opinion. In my opinion asa chemist, there isjust
as much need for an incentive to .develop anew drug as there is in
centiveto develop !Iinew rubbsr.:

Senator MCGL"I>LAN. L'dcnot.know any of us who could not be
wrong. Very well.

Senator Burdick.
Senator BURDIOK. One of the thlngsthatpusslesrne about. your

testimony is that you speak of incentives. Yet the Talon fastener
that you refer to, mast anythinsr else.icomes out of the humanmind-s
that is where it comes from. You are perfectly willing to deny to a
man who has spent a .lifetims in science ahj patent rights atall for
the work that he accomplishesfor working on a Government contract,
are you.not! c' .' r . • '. • •

. Dr.: PRICE. Tam afraid' that I do not.understand.
.SenatbrBURDIOILAllrighL .rCompany A hires a scientist who has

been working in your university.for.allhis.life.. Heisput on anroi
e"tiX.There he makes a.discovery" That man' gets no patentsrights
for his work. He is the one that should be.stimulated-i-he is the one
that should have the incentives. Is that.correct !
. Dr. PIiwli,Tunderstand.cYes. ·T:thinkwhakyou aresavih~'is

that when a man. goes -tb.workfor .a.company.he.nolongerprivately'
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,Bimatbr MoGLEImAN(' ',IhavEitried to say'repeatedly,tha:H: have.no
~yieldingconVictionwith-respect, to theissues.involved inthi, legisl,,;
tionc» LthinldhattheGovernment'sTIghts and.the taxpayers'pghts
should be((imply:protected, but there: is,one:aspect thati~'quiteper;
suasive, may be'c?nc!usively is,'' wit~m~~nd.,thati~\that th~' Govern
~ent goes out ito ,a co.mpany that ;hasbmIMlp.a wine experIenC~dlLa

gIVen field.ihas.mobilized the'know-howc.hasitin placsandreadjq.and
the Government sa:y:s, "in,+his',part!cnlarare.a wewouldJike. itO:hay~:a
gIven th1ng~we WIll helplflnanceit-i-we rwill.finance.it; .we wllbglve
you a contract to go right to" it;an,Lrmtonacrash;programandget
this,thiirgdone:forus."":,,. >, ,',; .. : ; r..: ','

Now that same company might very well prefer to .use -its.-re
search, its skill arid know-how-for. application to something of itS.own
Or to continue on.with what.itis doing" and-thus-reap the' full benefit
from that effort.. BUt there are thosewhoare contending, apparently,
that if the company enters into a contract with, the Government allow"
ing'itto;take,fuH. advantage of"al1:ofihitt whichhasbeendone' to
bring the .research ill thatareaupto Its .presentstate so that It becomes
the, foundation.for the new.research "and-if-the Government.putsin.a
dollar or anything then it ought to have all of the"lilateritrightsithat
ensue' therefrom. ,T do not .think thatristequitable.". .Amd ,thatis'.the
thing thatgives;me concern:" Where the;Goverrimentp:rovidesallthe
funds and-starts-some new:experience'and-doesnotget the advantage Of
somethingthatthasalready been accumulated there-may: be .some.justi
fioationfor.pursuing the patent rights,theremayhbe some [ustification
for ;statiugithat the patent rights cshlirild,g&:'only to the' Government,
and that the,Governmentshouldtake it-andmake.itavailable to-anyone
who wants, ,to use it.' Lhavesimplytried, to get, theoestevidenee and
information that.we .ean .to help 'us .establish the equity. as nearly' as it
can 'be done between,Government'and,private:enterprise in ,thisfiold, to
establish adequate protectiondor, the taxj)",yers, .and as .the,politicians
often say, .to. protect their tax',mqney~to'protecttheirinterests, 'and
atthesametime.to be fair.and tobe just to those who made investments
orrtheirown andihave," ,takynthe riskin,"the phvate-enterprisefield
and have developed:,to;a,pointwhereitbecomes,agreat'asset; the frame
'work,so,tospell,k, for' the,' goals that the, Gowernmentseeksand. needs.

And if someone has said that this is SilUj)Ie:, Ldo.not believe that
they knowverymuch about the pwblem"Mcause. itds.not' simple, it is
not easy to find .the .proper solution t04!lis: . 10 think, you.have made
a very fine contribution to the record of this committee which-we will
have-to carefullystudy..c<I:,:,personally, appreciate your 'preSence and
thetinrethatyowhaYe'given:us." .:'."",, ,,' .": >")',
i ' Mr:,DAIlIlARIO.,:Thimkyou,Mr.cChairman, for thoseremarks.. .,
, 10 would like you, to' know that 'with, some slight modifications Jt 1S
my .intention.inthemean .future.to submibaoilk'i1'iite:compa:rable'to
S,,1809,in theHouse., ",;[: "J :,0; 'J"

'. 'Senator MO{JLELMN., I am sure that SJ1809;rriaY'need:so~ere'visioI1"
and it may, well-form' the .basis.fcrthe-Iegislation :thatthiscommittee
willreporteand.itmay: not.«: Ivdo-not' know,':but,in .any case; 'it',was
the best that 10 could.findatthe.itime: of.dntroduction«. ,:1 think:that
this isa 'matter: of. some,urgency.:;. 'Fhere!is.no.dispositionon the part
of this committee as.E indicated in my::opening statement. to try to'~X"
pedite this legislation withoutgiving-itcthe aitteritiom iamd. the study
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:'DP.'P;'aCE.'Yo,jca:rUi!>t'~.e~a:long''''ithbht it ri~.,;"S';natbr: Ihlt it
took 10years to c6iJ.;iirice p~o.pI~' , < . •..• .. • • '. . " ,

'SenatOriM'cCLEl:.4N:.WliaHyjOeofa terrible time did he havei
'.:. D...r:'p.RI.C.E.:: ..1.t.too.R.·' a'.lon.g.·· t.i.m.."et..o.'c.on.v.i.n.ce peoPI.ee ..th...a.t'thiswasnot a dangerous weapon but a useful.iiiveIition.AJid literally this
riia:nha.d~terribleti~e'toconvilI6ep~ople:< ". .. '
·,-. Sena.torM:cCL1""r,\\J:,.']-'hat isa very vivid and convincingillustra-
tion 'in' my-mind; ' '.'" .',;, .. "

Dr, PRICE. But,thi~ happens for all kinds of discoveries-i-it is avery
rare seielltificdiscov:ery tha.t.ismade for ,,;hich everybody say~"~h,
this is jllstwhat'wewer~ ,,;aitingfor:" F~r e"ample, many kinds of
rubber ",~re a.vailab~~iIi 1949 si) it'i.\l0klots. of convincing that-our
rubbe~wa~.gpirig ,tp tUr1l out tobeamuchbetterproduct...
'."Senat()]"M6Ctilm;AN:"'I'hat "is: one' illustration:' Can you 'give
atrbthef?' '

Dr. P!liCE. Well,} ~hilJ,klUYchloroquinantimalarialdrllg'is another
. illustratiottvon the' negative' side. "'1 'am firmly'c6nvinceg.:'that the
process, we had developed, which ,,;as, in this ease, ",ctua:lly'ta;lj:en
througha'devel6pm<>nt stag-eat Government expense, was clearly more
efficient and more economical a,s ft, .IJJ.'0qe,~ure for, :rnalriI!:g: thi~'-:-60ni':
pound thanthe exii,ting.oIlg.Yetitwashotreducedto practice, ''1'.:he
mpneyt6in)"est'ina-j)lant i;'ii ." r ' •.•• ' ": ' ••• "" ,......•.
·,r:SenatOrMoCLlfu:.LAN/ Wouldyou'h6ld your answer a minute? 1
ha.vesomebody Onthe telephone 1 must speak 1;0.
"Tam'sorry: 'G6:right%he'ad'.'·)!ji" ,,' '. ..... , '. ' ..... ",

Dr. PRICE. As to this rigidity of the Long bill, it seems to' us there
are very great differences in how a.ninyent)PIl mightpe llla~euseful
to the public. There are::soljiffiJ-lf",r examNe,ifyouhave1;hegure
forthec6mmo,; cold~thate've,rybpdywillwant'to' buyit himlediately,
Bllt there .aremanyother.inventibnSwl\ich prove to be e"trelllely
useful, out ",hicli' ,,;hen firs~ aisc6vereda~e;not6bviouslYllseful,aIld
it take~. a lqt 6Ha.tth, ,i' lotofcbpvlption,'andalot qfinvestllleri~.of
eJJ'o~th~foreitcaIl:hepro,,~ntll'at:th~seinventi~nswill be usefultq
the: people. .And we believe there bu,i>:htto be Bomeflexibility/t'o p~6'

vide these in?eJ1tiyesin a variety of'different'situation" .' •...•..•• '.' ".
We thilik thatth<VL6ngbiUisa'littIe'j;oo rigidi';I).ot i:>Wyiqipg

. enough incentive for some of these·~i'triatio~s::.:· . . '0:, .:,
Senator MCCLELLAN. Now, one otlie'r'qriestiq,;;: ,", .....• ' '
You may ha.y~al~e'fdy answered this-.' 'Tlieans,,,er you haye just

giY~l)mayhaye"~bv~red'tl1tsr\;'«';",::.:-:;:1.: ',', :. - -', '.;, ,,'

Yonsaid dri'piig'e5: . '. , i-

:As_ts·:,ev;i~e~t frow t}1fLtQregoiIlg? tlle,~e_J:icaH,pheDliGllt SOcietY'beii~~e~:th~t
th:er~'!1~~_ tw~ D1ajor:Pllb1ic,be~efit~ sternIni.ng f,i?In,'pate_nts~ ;'
:Th~Il,No"ll::" '.",'. '. . . '.

ProViding-incentiveifor'~fhe: f-re~li:eIitly, masslve;InvestmeiJ.thece~sa:ry -toconY,e:rt
fj.p. ~HY~llti(H;l- Into !~'pr9,dtlc_~__a:vailallJe Ito the publtc.

'1\o?dyou:say , "'.' '< ;."<'.''Th~ __'s~~ri~d'6~ ~ese proi,wsal~ w~~idb~ :'~~~i6iVM~';Ulid~iniine(i~nd '~o~t'~6~~rteci
by the basic philosophy iriherentih ~",1,~99,~;.,' .

Did your previous answer cov~r that'? . ,;"'.
Dr.PRICE.1thmk,essentially-- .' ,'.>; ....••..... .; '"
Senator ~A:CCLEJ.,LAN. Did not your previous answer coverthat]
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., ,f!. :i'8~,,$. ,1,l;lQ9" ~)111 $,.,189,9, each deals [with ;theacouisition,dispO$i-,
1jr?p;'~~n'd \!siUitfirt~~ti<ijls;~M,~~t~;r~s,iittW:; ft~:m1;j~%t'f,aQtii'4ir~()tlJr;
c,!)lcem~d; W;Ith r"'le,'IXC)lM!,d<I,eYEJ,lOmne,jltJit'HI'!e,d ,,,~ t,a,x:Prtyer e,,x:
pepse. ,N01le,oft~e,11).rert'i~"!j;tfl'e,slIn\'tIqn ,j\Yh,er~ ne,gotIate,qpont,~cW
,1)~Sowt In substantial p)1!>hc,,~npp!)I;t;gJ'We" ;Ij1,dep'~114e,!J-t re,$e,amh,prgj
gra)11S of.contractors t!lrqugl,J;the;"SSU11lpt'O)1,ofsllc)i research,cp~tsw
\l~~J;h,e"d rat"s.l1nde~ cU:r:e~n,ta,wnini~ti;atrve pqlicies, the ,Go,veI;)1:
jii,ent,~oes not, 'Sofa"",s,w~Jmp#;".obta,in,",ny .right~, :jvitl). respect. to
J;!1,velltIqns,i\1'dda,ta fin.aIl'ie4"it ta'\iiaye,i'e,x:)?ellSe, in' this:rit~11IIer. "We
~re notinposition t011l,,~e,ajlyi:eCriiUInen4~tiOllcoricern.ij1gith,e,",P"r,'o,P,er,',"
policy to be followed, But the q~esfionof'indirectly ~over,,*eri,(
financed research and development IS clo,se1Y,CO)1Ileqe,q"Vlth ,the sub
ject covered by the three bil!~,,~n~,wel;>e,lie,*'i'tJlr¥~!~.s'ifljRi~Ma;qf,'fke
m the way ofGovernmentJ,1,1j1dsillvPlye,d \1ndpnve1jtIons111ade tq,war
11'fllt Ill;iIJ,g\ng,Il),e,matl:,e,r,tl{;vo,1,1f:,,,ttentipiti,:r ,J' "l';'" i, ; c.:,,:;";),

!Mr. Welch then testified WIth respect tq.,$,i(jlq~T,,WP,iqft;lS):>'"i1}g,
prmte,dseparate1y,).! ,;" '",,,..,, ,,,r "0'>"""'1 ~''''/''''F "".,..,,<'"
.,Sell.!ltPY .I}~~q!'i;)G~tHng:?ack t.~ ,~!i~tp.er ;poI'tii?p,'P.fY81'#;'t~~~i,n
mony, you referred to S.·78iJ.,S.• WP~!:al'!lE? ..~8giJ.;.an<I,.YP.ll,}3tat~,
':11o)1e qfthe11l1'e~qhe,s! the..situati(ni.'Tlie~en.egoti!lt~contract~ result:
iII, substantia] publi'i~)1PP8r~'p:LtIi.~ ili4e~qhd~~Br,ese~rch .rr..o,gr.ims,
of.contractors 'through. ,tl16 a~S\l11lptlOn9tsuC!). r~searqhcosts m.over
Jie~d rat~s.Un4q~;,cHrrjmt a4)11inisti~tiy,e p,ol~c;y, pheGo'\C<lnmie!lJ
qge~not,;s.o}ar ;~,a.:~y~:¥~q'y:~ }~b:falI};ftR~i~ig~~ jyittl j~~pecFt_o_ hive;n,t~q~~1
and data financed at taxpayer eJ'pe)!~~im.rb,lf?,ljl',\f\lll!r·r,,, ,," i',

, 0",11 YPugiYq11Ie 1111 exa,11Iple.oftliatrtYpei,>fsltua,t~0:Il ~ , , ..:
. M;r: WELCH.. CouldL'bavc Mr. Rubin'"}n~""e,(t:h,,,tq1t:e~tioll? ifIe
ISWIth our auditgroup." 'I . y' " "",' ",' r ",,;.

SenatorBURDICR. Yes. ,,'. "" .LL, . ", Vi'

·i~nRURIi'f·,/f:hei,~itu"tiQn,p"'lprj];Wl' here ',ifh" sitpa,tiPu'rwhere'ra,
4?It~r~:C;tp~~s;!F~9:;'c:Hf~!l.ilidei?en4em'r,eW~.~:c~,~~4. 'deveJ0];iiii.,jiLpf<i:

~~\YthJ:1t2i'£tf~e~~diiJ~~~l'lfJ~}t,r&~;ei~if{lritc~~l~:a~~tr~~
tOipilrticipate iii! th~6iighnincltisioii!(inS:the':coiitracjforls ovefheaa"as
"w,,,l;!p'Wable";te)11,(l:J', cP~t) ::lihis!rOfltas,j;!l"If]'\;1Wllate:<l: t,p t,!''''CPntrllcts
then in.process which may involve production or research and,d,e,vQ~qp
ment. The Government participation may cover as much as'80 iiif"90
perGent'OJ',t\I,e,c\>ntr;wtor\Sccets',Jiii ;,ii" ,ii,n i'j im,', , '",C;," :,;r
)<'Th~,e",ten.t (If,t},,e i!1depen?~nt,rese,a~cJ: pmg~a)11s,is: f<a,tjIer signHiqant
1D'many cases; We,bay;e: rMewedan,"'ltlllJ,Pite:madeWIthmthe-D.epart"
msntof.Defense thPit,·illdica,t"'ll £hati;];ie amount of .the .total,of .such
prograIn$,Ithi)1I"ahqllt,a ,y;ear, ;01', ,t)\'o,ago" .was in ..tlw; lleighborlWod
ot$~oO million 'a,nIllIia,lly.;; ;T1J,"'tisllrather.~ig)litic"11t!tig)!'J;e.:, "j", ;.' •
"'Senator BURDIC,K:,; ,J;, do.notquite, llnd,eI:\lt/lin9,.;ityet•." TheGovern
l1).elltpay~a co1J.sideratjoll,W,thejJo1)tr"ctm1tO,dq:this'Work, ;:, .
{,,M~., ).tUBI"> ,,'jJheG(lyerIlll\\eIlt,(j1qu, ~\1Y, .pa,yga.c911sid~ratiO)l,l,.

Senator BURDIC~:;!X~~:.n'~!'),Yf((-}'_')'{ 'i\i:' > !i'~{)in To'-";:' ':':"\c";'
,,¥r.;RUBIN. The (}oY~rn11l~ntwil] Pa,Y' fo,r,",shareofit ;,yes. "

'D:$enator.,BU1illI\,,K.! What;s .thediffere11ce!!l;>etween aregularalld,
a, ,deyeloP11lent.,cogtri1ct!.",. ;;,; , 'i( 'f] :'<'1 ,,; i( i( ../' •• ' .," ' :

(¥r.,~jJJ3IN.The:poiIltthat we.nIakeh,efe,i~ that the way these bills,
read they relate only to contracts directly concerned WIth research
and development. These contracts will not specifically provide for
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would not necess;aB.tf:;(jhfioti~(f):b~me;:the 'prb,p;efty "br{ the 'Government since
tllescieIliti,stl$ and'__'epgin~~l',g doingtl1e.w~rkmu,st :ilft,,:e usedsomeor th~ know-bow
fh~y,,'h:ad;_hil~:~t.;UP-,t\10,~g~ :ttp.~.re~ped,ence. _'" !Sqm~, considerart.ioni~u~t' be gtven
'to fhe.emplogerwho has.been.supporting.and developing an efficient stilff, t~rough
the 'years .before taking:'on:theG9~rerI1ment-supportedproje(lt.IIl: such ("!af;3es it
seems 3Jpproprj,ate .for- each Federal: age~cy to negotiate the best arrangement
fOT a1'1 concerned __as .has been rthe,pra'Ctice .ln the recent past under -the Kennedy
P1lJtentpo;LicY(}f'OctOiber:::L~3.,_':',,;: '.. ,,; -::;:-: -,_-",,"';' ,", "--,,.:<,,',,; . ,:

'There 'are great 'differences in financing research leading to .inv~p.'tion£-:::'Phis
;rnightbe represented ,at one ~~treme}by :th~, .etmose,to'tml:G9iv.ernm~~t, 'sup'pqrtof,
say; a ;large" el:ectPc3!lcOlnpanY''Smis:si;l~ ,an,4 space laboratory, and rut the, other
extremeby.a:small.grant. to helpa"univer~:MY,-or foundation research progr-am.
This, ratsea bhe question of, ,the,differellce iIl>tlle mode of utilization of any, ecnee
quentdlscoveries.i- .Only theiG:ov€;rniIll~ll!t;-;wlJI pu;r:cl1use ,the_results of.re:seip':Cli:on
the.better ,:spa~-vehtcle.rer-tne fql':esee~ple,fu;tu;r.e; -__-, But if _my researchon.poly
mere, supported an ,parrtby Federat,fu:p.d:s;;.'ProQ:uc.es',a;b~tterfoaI;ll, rtJ;b,her, or a
better: insulating-,plastic;: :this" Will 'he ;ho~hJt;:la!,gely.:byprivatecit~zens fl"9ID
co:mmerci'aJ.:~fiTms;;,and ;tJ}leniQnly? i;E;l1Jh€:y ,'a,re,''G'Ouvinceg of, its ~Il1erit-.ov~r~xi:~ti:Dg:
products.' ,But tn. ord~r:to:find 9utw:hetl;1:e.r,my,'betterDJ'Rm_rubbe~ ,w;ill.bepraeti
ca1 -and, wilf be..acceptedoy, ;tl1.e,:pub:nc,may requlre inv'eEltmeil't,o;~,p1HII;Y,:ye:ars
and minions oif dollars. Some incentive for this large investment 'is Il,e<lessI:l.Ty,
one of -the :im:porta'!lJt·!reason~s; ,the sqcie.ty"'1)e:li~v.es,,,f:(}r;tl;1e·. constitutional rights
granted to patentees. H is important to- emphaelze that a profit is made on the
ilive·~tniei1tOO:Te.searoh.Eln'dcide:V~loprnenti runne'on-IY'l'l3 tchelpublic::tiudsthe;prodlici
useftiI,and,:%uys:'iJt.'·(Fo~exaD11Jle;T'hav~',heen:told 'fhatdurlng 1Jhe'past decade
3:''majorI~blliP,any;il1v,ested $10"million",~n a-new-productonlyto .have ia: competitor
prQduce'a!'su:perio'r; one',:. thereby'making -thls.expendtture virtuallY, worthless.

''', ., " ;~ ii) «: ....
Ii ObM:MENTSi'ON' TH:Et'PENDING' ,LEGISLATION

'·'As,,-iS~e~i~e~t~;fr6~:t~~.:jor~~oih~:t'h'~,:~~hc,[ln:,'Qhemi~aI'S~fe&r;':bew~Y~~.:';t~~t
there aretwo.majorpnbltcbenents stemming ,frompatents: (1) 'I'he .stlmulatfon
of,disclosure of new.actenttnc andtechnlcaldnformatton ; and(2)provi(iing, In
centive.for. the frequently massive .tnvestrnent necessary .. to .converf an. invention
into a product avatlableto.thepubltc.'•.\,.'{;;:c' .: :, .,j',:" <;. "',,>,',
Thes~9nd.of these purposes wouldbe, ,ser10usly undermined and controverted

,bythe baslcphllosophy Inherent.In K,'1899 (L<>ngb~li.).", '.'.": .'.' ,
Furthermore, webeneveuiatsectton ,~.< tt) ~,.of:; f3 .1809 (McClellaI;l}, in, fact,

would serve the same undesirable purpose for the area' of~'pllblichealth,1Vel,fare,
and safety" and therefore urge deletion of this principle. If incentive for in
vestment .necessarv-tomeke tnventrons-avatlabte tQ,the public. is .neeessarv in
other areas, it should certainly beavanabla tc stimulate development in such
vital areas as health, welfare, and safety.

The:society also -wouldolfke to comment on seceton a or SenatorBaltonatall's
bill;: S'J1789;.:This section 'states 'that: the.contractorts.rights 'in- andnventlon 'under
section, '3{e):' may be' voided :liy: the'. Government 'if;' inter' alia', the invention is
not.tor Istnot about tobe.r-ptacedIn comIi1ercialuse;.··.··'While·.provisionis .made
for, obtatntng.anextenston or time; .the.S"years allowed: is-considerably 'short. of
tbe tntervat-commonlv required for the development ,of: chemical-processes .and
products.. "The gerieral,principle:'ev~dentin' this' portion Of,S... 789: seems' reason
able .to.the ,society;,but rlt :believesithat' significantLy \IDOre time' should: be .allowed
the-contractor in.whtch to "evaluateifully'·,theicommercial,pbtential of .anfnven
tton. ·As a-guide,' anIntervalorg to: ·7,years is 'not unreasonablenn aueh-sftuatdone,

In summary, the society vigorously opposes the basic principle of S~::1899 and
supports .thebasic 'approach taken"byK789 and' 8::1809.

;:We'th'allik'you ,for:the',oppor'tuni{y: to present our-views.tand-assure yon-of the
s6cietY~~1Wiillingness to-cooperate wtth.the-eommtttee-as.It continues .to-Investigate
thevltal topic' ofFederal patent'poltey.

S¢l1"'t~"¥Cqq'~LAN."J)'istJ"'6,qu,~s.Ho:iis.
Onpa;ge4ofYour written fljoa;tk.ment you say :
We feel that the rigidity called for by S. 1899 would not result In the greatest

usefulness and benefit to the general public.

WllY?
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hayp b~~pA~?",~~q, sf\yigPfq1\§I:v;,Sp,tJwr;011g;hjy",a,IH'! for such a long
time" 'T?e}eVetal!J.je~ririg;s"ypiipub0bmmittR~has"ond1\cted on this
I?o!llthave ll'a(!~ Jr0lltlloIoug\llyap'luaillted, wit? tl)~opposing;vie",
]J,qll'tS", The :I:jep'lrtmelltof ))~fense,presented Its ",,1mvs to your com
mittee in 1961, arid we reaffirm those viewstod,~y".',!."", ",' ','"

Suffice it to say that the,l)1.llillsWillgqf t?e p",te~tjP81\pywhich,the
:O~I1",rtll'~ntofpe;f¢nse; ha§ lpl)qw~d, ,hash~en" incentive. .Tn con
tr",,,fipg ;fqrn"'tiq~,~I.A~fel!s~ ,r"s~)J,#h,,,,~d,,qeY~lq.pmept .the .Depart
ment of Defense has §ollght"anWllg.qt\ier ;thm&§,totalteadvaptage of
the incentives imPE~iqp.,tp~,pat!1lltsy§teIIl' !,Thep"'teI1t s:\,s,tel)1. .was
established to encourage,p:tyent,op" dlSylosure, japqe",p.]OltatlOl' of
new ideas. It is a fundamental part oHhe,e"o)1pwic f':"",leiIYorh of
incentives in ,vhichAmer~9~J1,i~dl!BtJ,'y.pp~:pfates.~:· __ ':,' , '" d,':,. H~

! Whentlw ,:q~partment)asaWeecI £liatcon.traytors their sub
dontr.actors may retain patent rights in ilf:v~:p.ti?ns:..~,h~Jr;)na~ejn;per,;
forming; .researchand, developmentypder:o~fense"optra"ts,provided
the Government obtains complete Tlghts to lISe the mvent)ops,itself or
,tohaxetl,emus~dby otll;er~~)l \rorf for th~, B-o'vern,pen'titn.~!:OePart
ment has hoped to maxnmze the incentive to both large and small
companiesto seek out '. 'Ina. competeforDefense work, ,to bring.their
):>~Btpriv'!te]y;dev~loped',~ackgrolIndand .mostprqmising ideas .and
most .talentedpeopleto tllet",~k, andto report fre~lyand,reaqily the
fullresjllts,of ,their >Y'<;>fk,>yitjlcWt fe,")' of Josing exclusive com,
mercial, rights:in"their ideas, whichiIYquld;nprmallYbe theirs.
.,'TheDepartnl~nthasa.cquired >yhl1P it ~",l'gaiiJ.ed for. 'I'oaccom
plish .its .purposes.the Departnient'll"s,notg.enerally needed .• full #9c
t? :itsconp)'acto.rs!Allyeptiq')~,p,n<l.,.jt, has,beli~,;ed~hl1P feq.uiring~\)n
title would undesirably dilute a necessaryp:t"entIve for D~fen~e
work, At the same time, ithasqon~iqer~dthl1tiIYhim,theinyeI)tion
remains in private hands," the incentive's ~ of "the patent system are
'!railab]e;W protect..and'encoufage Cpriy",pe]iny~spme"til! briI1ging
illv~I)tion.s;llladeiin;D,~fcllse;::wor]rto, thecoi"lllel;cial marketan~N'us
ll'aking themaxailallle,totlle geperal publiC: , ". ," '.•', ,' .....•
... ;E!:o'o/eyer' the',:pepartlllellt ofpefense, has long-recognized that its
generall'0lic:v;of seeIilng;onlyagovefllmental1icense to use its con
trii6tbrS'i;nnd}'Sliocoritractorsf >:iiiventibnsris:: not':'necessarily the".' only
ItPptppriate;PQlXGY;(for'the,', entire ,qoYernmmt,,, ',QtperGoyernment
"g~nPlCs,have,different;;mi~sions,ancI'rol~s;'po p.la:v;, .in the-national
eCOnOlllY'l' )J,lldthesedifl'Nent1l1i§sipns.~ndrql.es may.require .amf
fcrent patent ppji"Y..IJ1PWerwords, .iI),t!lcse Instanses there .may be
"'specific goverll'ilentn.lp",rposetobe servedi'.l taking title: For
exaitlfMP'whilethe .Deparlment'of' Defense does not'. contract, to
deve16p!;i'llventions'fot.,coifiihefcial"11SeB,and;; invcntionsrfounduseful
for military purposes of~en. require considerable private investment
to niakethell'comlnerciallyn~efu1,,-:-othel"Govern.ment agencI~s ~o
have a 'missior; ofdevelopiiig' Inve;,tlOn~tO th~.pointof c?mYilerClal
application' and ·mn.king them' available to,anmdustry .without;p?,e
need foi"further' development.' The' research and development .an
commercial fertilizers canice!?n by the Tennessee Valley Authority
is anexaYil)'ije Oft1iis'kindohgeneymiBs!?Il'. (,!: .: '.. . '.

'Tn' 1961,f9llo-wmg; pro16nge<l.'~OIl'w:esslojjal 'l;rterest In the .pate~t
pblicyej}).eSti"p.,' thirf[)e'p'a)'tYil'8Il't' '<1'1\ "~efeliEi€, formally' recog;mzeil"n
'-",.",.-- ,···U·'i····· -""-', ;:;;,:jr"'-'-:·' .•.. , .. > i,U<"':" ::,':-,!'! "j,l\ - "",-,', ,-.',.-, ""'-'-;
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GE'NERAL OBJ:EOTIvES

if, interalia.fhe invention. is not, oris not about to b~,placed In.com-
mercialmse.'. ': !:': " /: :':"!::,,: -_.,,< _,'; ',",>','_

We agreethat there shouldhe a provisionto make certain that inven ~
tions are used, it they are useful to the public..<Whileprovi~ion i~
made fOJ'obtammg .an extension.of time, the, 3"years allowed 'IS con~

siderablyshort of the interval commonlyrequired fOr the development
of chemical processes anq.products./:.. . . .•

SQ,as';[: siJ,y,'Yhile thisgeneral principle seems reasonable, webe
lieve that significantly .more.t.imeshouldbe allowed the contractor
to evaluate fully .t.lI.ecoll1mercialpotentialof an invention, and some
thing; of. the .order ,of.5 to 7 years'Y01l1d. seem reasonable to us, rather
than the 3 years providedin Sel1atQr Saltonstall'sbill. . '. ' .'

IIi. summary, the society: Vigorouslyopposcs the basic principle of
S.1899 and su,Pportsthebasicapproach taken byS. 789 and S. 1809,
on these very Important matters of Government patent policy.

We express our .appreciation for. the opportunity to present-our
vicws.cLfthereis anythingwe can.do further to assist the committee
in its investigation, we would•.be .delighted to do .so.

::rhankYQuNery much.. c: ,', .... •
..(TheJullstiJ,tement of .Dr. Price follows:)

STATEMENT BY. THE A:M~dA:t\r :O:S:EMtOAL"-S'oCIEfri'
.Mr;; .Ohatrman, 'distinguil:il1ed.,>.meifihers-:,of,:.the, sU1JcoJJ1mi~,~,myname:cis

Charles O. Pi-ice. ,I em the chairman 'of the depart~eIlt,o~, chemistry at tll,e
Ulliversit:v. of ~lellllsylvani3:in :Phi~adelpl1i:a, Pa:,':rmdp:rnsident'of the,Ariiefican
Chemical SQ'cimy" .I appear .before you' today in "the , latter, capacity. The SO~
ciety; Is, an torganlzationrfourrded dn '1876;,"It; .Istbevlargest membership: orga
nlsation .devoted, it~J,a;siI1gle::scie-n_I1~'II!: .tne.eortre.wond. Its, ,~nualbudget
exceeds $17 million. Incidentally and importantly, it .ahould t be noted that
tl1e,socit:~y,wa,s ch3:rt~re(l~:y',,~he C()ugrel3sof, the 'Uritted States ,ti.uiler, Public
Law 3~8, '75th 'Congress, chapter 762; 1st session, and signed into law, by Prest
dent'Ropseveiton,AugUst:25'"ci937.r-,i;'i ,,", " ,,' ',:
'" Our.fnterest in:,pr~senting',the yiews i of the' s:ociety ,011 leglslatlon to .estab
lisllft F,e~~ra1patimt,poliCYis' based prtmaril;v on QUI" charter, Paragraph 2,of
whiell state-,sas:,follows:"" ,', .-",' ,,' ",' ,,' ,,"," ", ,,:
')", lISED'. : 2".fThltt'the' db~e'cts' of the incorporation shall, be to encourage tntjia
broadest and.tmostc.Iiberalcmanner- the, 'advancement. of chemistry tn-ialf its
branches.; .the.promotlonot. re!?earch, in ,-cheri;1~cal" sclenceaud ;industry ;.the.Im
provement of the qualifications and, usefulness of chemists throug~)1igh stand
ards,:of, pJ.'0f,essi(m,~le~:t:lics,_education, and _attai~lmts;; the increfise'and'dif~

fusion' -of ,chemical. knowledge ;- -and ,bY'Its meetfnga, _professional' contacts; .re
po,rts,papers; ': discussions; and· publications, to -promote .scientific. interests and
inquig. thereby fostering public welfare and, education,' aiding the development
9f, ,0111" country's Industrtea, and adding to the material prosperity. and happl
ness.of 'our ,peop~e.".

±li~' ge~~;;ai' 'obj~Cti~J~:". of;'ieve~fori~" 'p~~ticiPiitirig: in; 'these he~~ings" ai~e .. l1ll-
doubte(jly simjlarwhether. they are speaking for .themselves or reja'esenttng
large' organizations: 'Eve:ryone' wanfs the-Dnlted . States to' utiltze :its" discov
cries-for the greatest benefit of .ita.people; .rButv-thereare .honest .dlfferences of
oplnton.ras to the best, way' to accomplish ,this general 'objective. The societj'
has reviewed,thepropo\Sed legislation and. "o/ill.have some comments to make
on,each bill undt:reol1sid~ration; .. namely, .S. 1809; by Senator ,McClellan, S. 1899
by: Senator Long, and ~._78,9bY Senator SaltonstalL :'\\Tefind the first two, of
these 'generally.acceptable, .butnotrhat. introduced by Mr.' Long.
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§m~rg~ifromith~·'GQntract.worhi'i'Thllisareguardswhich;:'! mentioned
m,Glpdlli the right ,toreqnire ,the contractor toimake the invention' availv
IIple,to. others ,for' .use'.or' rrianufactureto theextent.tlre -iuventien. ,is
required.for. public ruse under! a governmental 're!iulationor ito' the
extent ,itisIleGessary'to,fulfilFhealthneeds;, and,alsotheright to
require .thecontractor to grantlicensesto'ot,hersi if ,he'refuses. to'c~m
m~rciialize his,inveI\t,ion',or,permitiothers'to' do 'SO on 'reasonable'terms
withina.reasonabletime.o.i... i.'·'i' 'ii
,', :I?heEresident's. statement, .strikes ,a''proper' ihal:ince'between conic
plete public ownership.or Gompl~te.prrvateownership·of inventions
andltpplicable .patent: rights.which iresult»fromperformance or re
search .and development .work .financed:by theGovernrnentr: .Inaddi
tion-e-and J emphasizethis-c-it provides the .administrative flexibility
which is essentialifthe various.agenciesof the Government. are to
execute their. primarymissions 'and at the same' timeaehiev« a' con
sistencytin .patent ipolicy.,in areas .of endeavor' 'commondo several
ap;encies,. ; _~,:!:,-,,(,i :i:', >:.:::',: '

The Department .of ,Defense 'patent, policy fully implements Pres'
identR:ennedy'sstatemen£, of:patent policy, It. is.interesting to note
what has.happenedjin-terms.of. division,of patent rights. ",' Operating
under theold-DefensepolieycI? .research and -developmant contracts
in fiscal year 1~63.Mntainedlt'clause.acquiring title to the .patents for
the, Government.: "TnfiscaLyearl~64 .thenumber of-such-contracts
increasedtoc29,'mltkiI\g a,tQtaLof46 such.contracts.in. fiscal years 1963
and1964.T4e remainderj.more t4an,991'percent,con.~ainedthelicense
clause. In contrast, under the ASPR implementation.of .the: Pres
ident's statement, for-the month-of April 1965 alone, out,of 695research
and development contractsaw:irded·,68,contained the' title clause, 505
the license clause, andl19 'wclausewhich.defers the allocation ofrights
or inventions .until. disclosure.vand.B did-nee.contain .patent clauses
{because the subjectmatter .made-it.unnecessary.todo so);' In 'our
opinion.ithese 'figures demonstrate-tho marked swing from whato was
substantially a .hundred .percent .. license,policrto .the more, .halanesd
result which was.intended by,the President's statement.', . '
' ..Neverthelessvwe .are wellaware iof',themeed nofimprove the .impls
mentation of this poliGY'by, 0111' contractingofficers"iThey have deci
sions to make which they have never had to,m:ike·b~fdre."These·deci

sions "are not easY'i,,,,We hiJ,ve,severaLthousand,cdntr:icting officers
Iocatedall-over, ,the,UuiteckStates",artd we'''ir~,cdntinuing'our-efforts
to il!lpa"t,te'\ each one.a-eommon-understanding,0M»e i Departmentof
Defel}se,implementation ,or, ,~he President's policy:". In-addition. we
believe 'that further revision ;ofth<\,regulations,to, assure clarity· and
consistency, i,gcnecessarYfand we.expect thatchangeswill be made as
a,res.nlt Qfanalysis. -of.our operati,ng.experience: oj i.! "':' .
'." Howaver, ,we"ha:vei.ello»gh,eJ;pe;;lehGe,to,rorm.thefirmopinion that
Rresigel\t Kel\nedy\s st",tement,oIjPatent·policy.is the.soundesUormu'
Iation or,policy,ever achievedcin.it!J.,s,most,difficultfield. i'
","I'he Dep!J.rtIi)enhor·,D,ererise,tller,erore supports Jegislation which

.
in.,' co.~p... 0.r.at.es.',th.. e,p,ate.n.,t.p.olie...~st... !J..ted'bYth..e ·Pr.esident.. \rBecause,Jlfr.
.0ha,:rm"'I\,y,Qur;bill. S; lSQQr1n,largeip.art. does .this, the Department
P.:f' J)'!:f''!lJ.SeisuPp.orts.it. . " ' '! ,.'

{j.-
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Toilhistrate the need for flexibility' and the, need to consider. cases
separately, one need only think of the wide variety of situations
which can and do exist. For instance, if Federal money is used to
build a completely new staff which will work orr-a-Government
spoIisoredproject, the rights to>pat~ntablediscoveries obviously
should probably reside withtheG6vElrmrient. '.On the other hand, if
such.funds are directed toward a project whose personnel each had
averaged 10 years ofexperience with the. firm contraoted.todo the job,
patentable results would not necessarily obviously become the-prop
erty of the Gov~rnment since the -scientists and engineers doing the
work musthaveused some of the know-how they had built up through
their experience, Some considerationmust be given to the employer
who has been supporting and developing an efficient staff through the
years before-taking. on the Governmentcsupportedproject. In such
casesItseemsappropriate 'fOlieach.Federa1 agency,tonegotiate the
best arrangement for all concerned rasr;hasbeenthepractice in the
recent past under" the', Kennedy 'patent policy 'of October 1963.

,There 'are great differences'in'fiI,laIlcingresearch leading to .inven
tions. 'I'hismightberepresented 'at oneextremebythe almost total
Gov~rnme,\t support of; 'say,.alargeelectrical company's missile and
space' l11b'.'ratory, 'and~t the oth~r extreme, b:v.a sr;rall!irant to help
allnl:rerslty or :f0ll~datlon research p~ograIl1~ .':rlns.rmses .the -q1-I~S';
tion 'of-the .differencein the' mode of utilization of any consequent
discoveries.'r Only the Government will" purchase the -results vof
research on the better space vehicle for the foreseeable future. But
if-myresearch on-polymers, supported in-part. by·Fed'eral funds; 1'1'0

duces-a better-foam' rubber, or'a better insu1&tingpla,stic,. this will
be bought largely .by private citizens from ' connner~ialfirnls,and
then only if they areconvinced'iofrits merit over existing products.
But in order to find out whet!ler~ybetterfoa,mrubberwill be
practical and will be 'accepted by 'the 'public may. require investment
ofmany years and millions Mdollars;>
'c' I, call cite One example in history-e-the Talon fastener, which took
many;m~nyyea,rsohigoronseffort before thepublic was convinced
that they n""ded a zipperinplace of buttons: . .' , .

In illY own personal research during the war, my groupdeveloped
"ne,v 'procedurefor the synthesis'of the antimalaria1.drug; chloroquin,
which I think remains today the best and most widely used drug for
the treatment of malaria, Our synthesis was far more efficient and
superior to the German synthesis.>IAnd tb,rough some Government
contract funds, one company did some-development work on trying-to
d~,i~1OPthisprocedure for making this drug.. But under the terms of
the program, the Government owned the patent and: the patent would
bsdedicated to the public-.': The ultimate decision by this company
,vas.tha,t they could'nolaffordunderthesedcircumstances to risk sev
eralmillion dollars to build a plant, .toprovethatthis was a better
process, if anyone else could then step in: an\tutilize the proces~. So
for 20 years we have paid more f(jr ,chloroquin because the old,meffi-
cient German processisstill used for its production. . ..

In the Case of my research on polypropylene-oxide rubber, this was
clone on university programs where the patent rights oould.be assigned
to a company, and in this case the company did invest a great deal of
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statement, in the .deferred situation, a contractor ,(normally a com
:panrwithouta;co:nime~cial background) can-usually ;expect to .ob
taintitle if it oan.show it positive plan for commercializing.ths.inven
tion. , Hcweveri.theburden-is on theicontractortoshowthe,plan,and
on the,Gover~ent to decide whether fundamental public, policy.re
quires that title vest .inthe Government.' In .particular, this kind of
decision should ,-,;otbesubject to judicial review, :>:Judicial: review may
pe' appr0I!riate't~·procedures,which.ihaYe as their purpose divestiJ,lg
rights. previously.established. H~weYei', here' the-issue-is the.alloc",.
tion ·'lfrightsin'thefirst instance,', a procedure .substantially different
TrOm divestiture« ' " ;

In general, howevervwe would rfavor' enactment oLS;1809 i if
~hanged'm.accordance with our recommendations.': We"believe,that
this bill can be interpreted to preserve' thendrrrinistrative ,flexibility
which is contained in the President's policy. , ,;

. ",; With:respect' to, the other' billscbefore,.the' .subcommrtteo- dealing
with'G~vernmentpatentpolicy, the Department of-Defenss considers
that 'S.' 789'contains desirable features but'falls:cshort:M, certain-im
jiYdd;aut"provisiousof .the President's .statementvand. therefore' the
Department does'not, recommend .its enactment, •'For .example, 'Sc'789
would limit' the! exercise:of' ffmrurch"in", rights' to-casesoin whick the
Government .might-h3iveil'cquir.edtitle .at the time;o£:~ontract1ngbut
did' not. "'This is more .restrietive thanthe President's :statement-·We
believe that "mitrch'in"rights should-be availableanany.caseinwhich
the Government has obtained only a license. i

.The 'Department of Defense strongly opposesenactmentof '8.,1899.
This bill, would be in' effectorequirethe .Government to take title to all
inventions' and applicable' patents' emerging .from: federally-financed
research' and development, 'Such a policy .would-have, in' our, judg
ment,·severly·adverse :]ong-ntnge effects' on the. Defense researchand
development program. It would tend to concentrate our work in only
those firms which ·take our contracts on any termsthey.can-get them
and,to.cutdefenseworkoff.£rom the bestresearch.work carriedonby
U.S;;co~pani~fortheiro;mcommercial-purposes.. dt: would.' dis
couragemventlvesmaIVbusmess' fromworking-for-ths Government.
It would removethe patent incentive and-protection for commercializ
.ingmanyinventions made for. the Government.o: i .>:

:While S.1899 would provide forafter-the-factneview: of eachin
vention-i-an exceedingly cumbersome.administrative.·process---the·re.
quirements .whickwouldhave -to be ". met:hefol:'ecoa i 'contractor .could
obtain title to. his invention are such that in practical. termsno.patents
would beacquiredbycontractors•.:. ",,: ,.' ,i
"Our.detailed comments on thesebillshave been .provided in written
form' to.theohairman.ofthe Judiciary.Committee, .•.•. .
'i: -Mr. Chairmancnhis-concludes.my.statement, i iT ram ready. to.answer
any questions you mayhave.. :', ')';:": i.,:.,,,,:

Senator MOCLELLAN'.' Thank you: ,ye:t:y .much,« Mr. Malloy; Your
letter! from the .Departmentto the. chairman •of. the', Senate :Judiciary
Corinnittee,of course; will be made-a ,>part, ofthe ;record, andwewill
:haye the benefitof.that.in the-record-as-well as.youestatemeat today,

Senator' McCr,J!iLLAN..Attlw .outset, of-your-statement 'Y<i>uemPha.
sized the patent 'incentive as a consideration in procuring: . l/\That,
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Dr. PRICE. I would like to start by mentioning that our society was
rounded in 1876, and it is the largest membership organization devoted
to a single science in the entire world. It now operates on an annual
budget or $17 million. It was incorporated in 1937 by an act or Con
gress or the United Stat~s .under Public Law 358and signed into law by
President RooseveltH!"j r .,) /. '0;,' /;,

Our interest in presenting views on subject before the commit-
tee today might be made clearbyquoting the purposes of the society
from our charter. T~eseare,''.~hat tlle<?pj~9ts of the incorportion
shall be to encourage in the bf?a:dest'ahd most liberal manner the ad
vancement of chemistryin.all-its branches; the promotion of research
in chemical scienceandtindustryjthe improvement of the qualifica
tions and usefulness: oLchemists, through high standards of profes
sional ethicsc.education.. a,nd attainments; the ,increase and diffusion
of chemieal.knowledge ; and by its, meetings, professional contacts, re
Ports, Pllpeps" discllssioIls'''ll"d"pupliclltiOl,sl :tCHTo.mote scielltificj!n
t~r~sts)"<wl 'ill!llliry,) tl;tepePY"FP.stering,rmbhp .l'y,e~fi'l·e •awl ed11cation,
aiding the devel,!pment of our c011)1~rY';sm~\'stTws,a'6d,aMlllg}o}lle
material PP9sP,e'itW !1))Jl,hp.PPWesso,f, 0llI pl)'ople:"

;T,l1is,isiaq]10,tll:tioll)f~o!'\l.,thel.',co~·I1o,iatiOll.;.;, .o,'1 ""':"" '
Ip,epso:<\ally,sllPpqrMhis l11'Ssi'o!i o,tth~ Amei:ic~]i.QIlemicar SqcietX

to .help cllemis~r;Y·iSerVe;Pte;Aweriqll,!lp~pp~e !lll;d'illll>,ovethe gel,!"ral
welfare. - . . "',i) ""''';'-' """""','
.. ;Lam., sure, that the)g<;peraLopjeqtiYes) .o(eye~;YOll~ PaI~J.cipatilig,in
these hearings are nndoubtedly siniilar, whether they are speakiilg;~ok

themselves or representing large Qrg~l~tz~,ti.pR~:,!'~;','",; '.!>:;i' ., ,;~, !',ir" 
, ;.Lthink.nll.of. US.;Wall;~ ~he((Inited$tates.~o,11tibejtsdiscoveries for
the greatest benefit of its people, . ' , ' .. ,.,.; '-. '.,

But there are. ob",i,!:tJ,~~y .honest, ,?iff~pell'i~s ofopiriqn, as:tqtl;te'Pest
wa}:' to accomplish this gen~r~l.bh]ect.n;e' ':A,nq.,;wem thesqClety;)tave
reviewed the propq~ewleg)§I.at10ll;.wlV'ihlS .before the subcommittee,
and we would like to comment a little later specifically about S. 18.09,
sponsored by Senator McClellal1; S. 1899, introduced by Senator
]jOllg ;;anl,1"S,'(i'8ik~ntW9flllcedPy;SenatorSalt()nstall. ' . '.',', ',' ....•.•,
,>vVe'l11ighhsay,~o ,pegin ),:ith,th,1"t;1'~findthefirst two of. thes~g~n
ei-allyacceptable,.bl}t dono,tfhid that introduced by Senator. r;ong
acceptable in our-view.. ','."""'" .' ,"
..1;;;VOlllcl.l.ilre tojllsFs1"ya,l"ord pI' two.intl~e\ntro,duction .about-the

illt.epe~tqf.91~elhisrsin patellts.. ..' .,.;; •.. ', '.. /"
'ItseemsJcome fl'0'n',yllat hasbeen sa,il,1,at these hearings and e~§~:
where.tha], jherea,i·egerta.i".m,is\lndei,standings,. about the main pur
pose and significance ofa patent. I wOl1li'lli~'ito .justintsrjcct that
patents, ,~;r~:,o£,:gt'e~tt)ntertp~t,~O'e~lE~lTI:ists._,:The~;e'a!,enl0re chemical
patellFsev;ery .year .than ther.e are imyother ,single,branch-I think
some 22 percent of the patents are issued for chemical procesSes..o~
products. ., , v. '. '.''." ',' .... ....•. ; .. ' .. ,' '.••.•.. '".,:
,Asth.e (Jonstitujiollstates, the.purpose of the patents system isto
"promote the progress of science andthe.use~\Il arts." This isac
complisl1ed by encowaging" the creation of useful innojl'ations, by pro
viding an environment or limited protectioll;.to,tl1e}irst to create, new
ideas, sp that the inventor is encouraged to develop the bare idea to a
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'. 'S,:ddenly, theG'6vernment.need8·thispro<!uct;·antt so; realizing that
this company has done consIdera,lYleworkalreadyrg(j~sto thepompany
.\1ndsays,"Her.e llOW, we~aye tohav~ this as soon aspossible-c-we'nsad
Itc·· We arewilllJJ.g to grve you a contract: You put your 'best men
on it and get this thing done.get the breakthrough as quickly IlS you
c~n." ":-',,",, ,';:-':'.'":.,<:,,,.;,::.:i :,)~i'/:':,,!' ':-;' .. _, _,'_'_ .d<·;'.;.:': ,-':, Xi'
'. • Andthecompan)' r1lSPonds. Where are the equities! Whoshould
get the' patent rights ~uthat plLtent when it breaks through and is
accomplwhed? There IS the dlllicultproblem; that we have. 1£ you
are starting fromscratch, so to speak, and you make a contract to de
velop it and you secure the skills to do the research, certainly the Gov
ernment would have it. ," But where the-company has alreadymade
considerable investinent;it goes out and, 'employs people, mobilizes a
lot of skills and taleIlts, and it has developed those talents, a8 well as
bringing them into a position where they 'are competent to pursue the
olJjective---they have aninvestmentinthut, an.dthe.Government comes
along and says; "Well;w~areinte~est~ in this,too, so we will finanee
a crash program-here; so.t6spe!,k.W'earevery much interested.
We will give ,yonlL'contract for certainaspects' of this:' And we will
:fttrnishallthe'l11oneyfi'ofuhere onin."'.·' •

There aresomeequities there on, both sides; . IIowlLre we gomgto
distributetMt~quityj .. .' .. ...•. '. .. ." .. . . . '.'
.·Mr.MALlCOY, Mr. Chairman, we feelthat theeql\ity in.that situation
would lead a prudentm..n to Ieavethe titletot~epatentWiththecon'
tractor. ,Heh!Ls"ssetrtbled'som~valuableassets, inCludirrgboth physi
ca1 ..iIdhum!,nass~tsand prior research,sothat he, obviously, has an
investment in the situation. "The Gpvernl)1eht(jbtains-all that it re
quires when itgetsa~oyalty-free license,' touseortohaveothers use
the inventions that· might, flow fromttheresearch'work, . ,

Senator MCCLEI:,LAN.The <;lovernmenthas an inclusive right aIways.
Mr. MALLOYdpegyourpardon1 .':'...•... '."" . " . . .' '... '
Senator MpCLELLAN"The Gpvernment ",?u1d get a license for its

purposes,in any eve~t;· .. .• '."'. .. .t': . . .
Mr. MALLOY,. Yes, sir; .,It isanonexclusive'license, so that the Gov

ernment can prappce any invention or hav~!'Ilyother contractor prac
tice anyinv~ntiorr for'Governmentpurposesanywhere throughout the
world. Soth~Governl11entgetseverythingit needs to get on with its
business. We feel' that the equities of 'the-situationcall for Ieaving
title to the commercial ..pplication ofthepatept with the contractor.

. We think, also, that this carries outanother primaryand fundament..1
1'l1rpose\?f the .Pres~dent's1>()lipy; namelyht?'get the invention work
mg in thacommcrcial marketplace;1£tecontracctorhasa degree
6feltc!lisi¥en~s for.ape?-",od of~ime,¥,proyidedforun.der the patellt
Iaws, It provides:him WIth the"mcentIve toactually brmg the mven
tion to the markstplace to, makeit available to everybody. <

'(Senator·MoCLElpN.ThlLt~s g1vinO" the patent away. If you give
it .to thlicontractori;the,eltc1iIslyerig'hts,. sjlbj~et to Government 'Ii
censeto'useit.,.that-is"givilig ..way'somethmgi' 'I'hat' is the way I
Interpretthts. Woudyoli ~ojhterpretIti' .." .. '
.. Mr:MiI::ilLo'Y. Mr:. 0hairrila,ni; that gets to-'pe a kmdof a broad

g'enera:lization, ,.,/-n en···· ,
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',-r;Yhti iwtlf'1"ec'aUiihat''ikimyoral;,festhiIOnY-\T'::stre's:s€.@:'the importance-or rdistin
guishing at alFtimes -betweenithersttuaotons .tn-whtcjr the>Government could
Pl~tn~y __jus.tify taki~g 1:i~e_ t() _a1.1 Invention, _inCl~dil1g--_taking ;title-to .anypatent
··~1ghts\-c()v'ering,\(jr'PGtentiaJlY'.',<ioverillg,' ~he 'lnwerrtion and the 'actual ownership
'and 'exercise -by the ,iGovet'llnlent"of tight"to:exclude 'Others -stemmtng from those
p~teIits;_;,!F11Ud poit:Lted -~liti~li~ti!c~tta:fllly:it,~()lild:,"not be: contended that an: in
-~ention,or'a~y_;i'iglltsthel'eti) 'wel'e,'irnmull,e frornthe 'operation .of eminent domain,
allY mote: t,han :-U?Ii1'ftn's:'farm:'is, _but I stressed :that:'it :'was;'an-essential-of our
l)l)litical'and' socHil,"syst~:mtl:lat"the,"exercise ofiemtnent.tdomatn be for truly
-govern:ri1~tltrilptirlid.ses·'~ild'ndt;simplya,.strong-armmethod of setting the' Gov-
erntr;L,ent;.upin'a,~'ommer~ialen,ter:prise;,"'-, " :'-" " , "

Certainly lithe' Natio,Iltt1',!nstitutes :of;'Health,',forexample,' were, to .contract
for research'inten~ecl;·to.,produce -a ,~alice'r cure,. 'it might -Iogtcally require,the
dedie-atio'¥of th~ inventi-orr 'of such a cure; ,if ,11Nlde' 'during that .resemcu.uo the
'free use o,t:tbepuhli~., Let,Us'8UJPP0I'3~thatthe state (}fth~ art, ae it may;'leads
one to' ~u:rrriise,that'ca:ri~er,is,'the',result .or 'some, virus action. .Let '1.1S .suppose
.furtherili::ttoIle;6r'two'o,f'ollt drug-companies have.rwlth 'respect of ,virus,regu~
Iacing 'dI'ug8inothel"'th'a~: cancer-pl'-o~uc1ng ,'areas; a ,sU!bs~aILtial background of
past'expe'rie~~e ~I1~pateI1ts.' 'Oerta-inly it would be good ,sense for NIH to spend
its, research, dolla.rs,' in:'part ~~ :lellst,: in:support of 'cancer-virus investtgations; i-n
these well-staffed Jand'·,v~il~·prepared''vi~'uslab:o'ratoriei.',: : Does .It 'fO~Il!w,thac .all
inyentioIls 111a~ :tl~v ~ronf?,that',:re~eareliin the area,s.-<nn.on-.:.caneer-causing:virus
C()ntrol~'which' !ai'e' :~lcide:tiJt~lly,' ,'rriade",'sh()uld'also, :be 'dedicated .to the publtc
'becnuse"'~,e,l~b,o'ra;~hries '·had';receivoo,unquestioued;: assistance from NIH?:, 1
:think'c-l~TI.Y"n,ot.:':,'" " '. ,", " ,', ,,' '," ,,', ,,' ,.

N0'\V, to 'ccl'll1e'dYrectly'''-W'' the' poi~'t, 'let'tlssilPPb~'thatbecall:se•of: 'NIH 'Policy
~~sisting 'l.1:pon'such·i1?lits':lle:yon~ "the eanc-er 'p'ro~a'm, ,these drug-tcompandes
'refusoo,the NIH,' money' 'bucuevecthetess.. in-"tJl1e' -course of their normal, work,
'a"'wilidfal~",inveIi~()ncis 'niadet,,'ith all' prfvate funds, ·ofa:c,ancei·,'elu·e., " '

If, the expendit1.i-l1Of:·~I~I::~undS:: fot" the di8'e:cwery' and-publtc "dedlcauouofa: cancer (fare :~vasj1.1S'ti:fied',:ai'1,·a;,'pr?,per',gorvernmffi-I,tal__.activit~, does ie.not neces
sarily ~ol10'i¥, that,the,':G;overhment'wollld be,:J1.1stified,in ,~~dilg,-over'the private-tv
il1yenteti '~an,cer' ,cl1re:i1:rldet , the- power "of ,e'llliI1'ent'd~crnain; paYing,:,or :couese,
just.<3Qri!PeJjsa,tioutherMo',r;? "\V0uldanyone'assBrt' th:atalthough, the: cancer
Clue 'might ,Properly 'be t~ketl :~rom:t privaltehands',,:thl:ltthe, Government had any
justification for taking'orcl,inary:inventions made sftnultaneously in the' private
'Progr[tIUwhiC'b;resulted inrthe-"cancerCllre? ", ......., . '.. : " .':'

W~.·c'oin~'hack;'there:t:0re,·t()'too', situation 't'liat,\ 'a'S1'th:e"a~s'oci,a.tiOJ1· has':re~t~
ealysaid;-the,:patent', Syst€t;rt, fs ,premised upon the' propos'ftl-onthat tt' affor~s
the' best'means'olf'promotin?"the progrress' of the.ue~Ul-arts~iir:'a "priv'~teeco'nOlny,
[ust asdoes 'the Ilri,vatetown'ership or rarms bestpromctesagr'Icultufe in such, an
economy; Arguments"wllich truly' relate, to the'I?l~oJ.)ri~y'oil" Government _aciIui
sltton of private property by eminent domain .do 'not' beL6ngin,"aIid should' nOit
confuse the development of, a sound policy and we believe a, private. patent poUcy
for procuring .the exploitation of rtivehtiOnsal'ising in' Government research
in the :eplIl~e~':qi~l area. ,::., "

I'b,aY~ ,tak:en.,J;he·iib.ert;v:~?~,seilidiiig' 11'"copy of this .letter directly to Senator
Scott in 'view of theiriteres,t'he exhlblted at the hearing.

Respectfully,' ..' .
W. BROW~,lv.I:ORT()N"J.r., pr~8{~lent~

Senator MCCLELLAN. The committee will recess until' 9:30iJi th"
hi:6rllin~<,"::'C".' ':i ,':, "",'-:',:, -",' '.",: ", , ';: ;

yVe hqwtoequcl\l(IB with what..wehave schedu)?db~:i'oreJioon. If
we can gel through 30,or 10 minutes before noon, that much the better.

CWhel'eupOniat,3.;,20 -p.m. the-subcommittee-was rece.eoe<l,. to re
corvel'le at ~~30 ".m., Weqre?dfl,y'J"1lIy7, 196~,)
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the rightsto 'the' i:>at';ht~'W~jjjd'y<I'esellt, from itwithcut:~.titihgtOdeter,-
mineit later," <,!:{"'?, '::i <).'.:,;'/- .-i-':'/':~<;'~\:;"_ _ _ .'";.:'._ '.:"c/;.:,\

That question has been raised, Under what circumstances and why
Sho.uld'W~, doth;ttintl~e'begillning;g"ivve'aw,ay, thep,atent?' Why not
walt until after'the"dlsMvery'had 'beercnnJ:de,""atid then settle the
propositionj ",,', "'" " ", ' .,,', , n ", ' "

"The 'case that I 'gave you, is ian instantwhere,possibly;'you would
grant the exclusive right to the contractor at the beginning; 'is that
correct ~ . ,;--:.' .. .; .- , .
",'MrJMALLOy,Yes,'sir, ,"

Senator MCCLEJLLAN. And now one thing further that'Leanfore
see"ifthe'contractor is.not to.get 'it, and ,the' Government has a policy
whereitwillt;tke all the discoveries and inventiona.hnvaexclusive titl\l
to them, there· would be a disposition;' I would rhinkc.on the partof
the co.ntract?rs as you said earlier; maybe norto-puttheir best talen.ts
on this particular contract. And, secondly.rmaybe not-to .report dIS
coveries made that were not apparent, inother.words.Jet.ustakethe
side discoveries, that is, thingschat' werediscoveredthatyou werenot
looking. for,th,at,were: not: necessarily pertinent to .the 'contract, the
product that isdnvolvede-they. would ''rtOt.report 'those.• .But the}'
would-be required" I assume;. .under. a, Goverl!meiltownership ipolicy
to report all of ,that, and the Governfuent would .become' the owner of
that.too, I can foresee that there might not beanenthusiasticinclina-
tion to.report 1111 those thatc\"erediscovered;:, , " .' ."".' .

Mr. MALLOY. T think bothpoints are well-taken. I think that there
would be a reverse,incentiveagairistreportirig,in the other situation.
It would, be against 'the contractor's ,interest. Obvieusly.i.he would
comply with-the terms of .his contractwhich 'requires .reporting, but
hereagam IS .an-areaof subjective' judgment.": Iriaborderline case,
in which reasonable men might disagree, these things may not be
reported,aSyousugges0d,.",; c,d )[;0' ,,', ,"!, i, .' ",.,

Senator MCCLELLAN,,.How .will rthis., affect ;smIlILbusiriess? ' You
made some 'reference .to-that. ,If, the, Government-policy is that of
takiIigtitle to all patents, howwill ,thlltaffect small-business; partieu
larly -with respect to -incentivesj- Is' ,anincentiyea. pig factor. in
inducing small-business, to .bid: or to contract towork. for the Govern-
ment? '" ' ' / ;', "'C ,"", ; ,''''''.;; ,; " ,',,'
, Mr. MAr!LOY.YeS, sir. ,.1 thinkthat-thesmal.l-coritractor needs-the

type of iprotection-that we IIt\\.talking-about more. t~lln tile .larger
contracton.. Small contractors, ;yery of ten, are ,thec .more mventive
group-as agr<iup"lInd the'f()r<lespfe~ono!)lic:~ompetitionare tougher
on them; .:''The"pr.ote~tion',lIffor<!ed,bythepatenti la:w,sjs evenmore
important, I thin;J!;,inithis. instance" than-for the, ,bi.g.,cqn.,t.. ,r.actor,,'.<'

Senator McCLELLAN. Well now, let us take another .instancchcre
wherethere :is::~n,e~traneol;i.~ rtli~~oYe:~y;;sQrnetl:1ing: apart from the gen
eral- objective-of the contract' involved .inthe situation.thanmay ,have
no ,particular 'use so far as the .objective th",t'itre Government-was
seekiriginfinancing it" .r:f:th,atjs, left.in the contractor, if:ithasa com"
mercial-value, (he, cont~actoIf"""qulQ.-.naturally (deye.!o,p, It".,ofcourse;
but if .it.does .have. that-commercial. value.and.the .Go,!erlJrnent.takes
title to it, then,'ashmderstand; the.rigid policy/of Governmentowner
ship of these things, the Government simply then makes it available to
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'.' 'j"r,' ,. "-{ B} :i_ThecO:iitractor'hasirefused;to-1icehs~!compHHnant: on .reasonable
terms.iand - - - - .

;-," (O) Oomplaluantts.able.to and-will exploit the-invention If .a-ttcense
'is-granted." - --

The clause: "we.thave -suggested- elimlnatese the: -necesstts..for. administrative
policing-of tall-patents ·evolving:ifrom:the-'!R;-:&'D~,'funds'of.each agencywhleh
.wouldcbeitlme: consuming arid: expensive.« 'However.sic-does' insure: 'that a' com
-petent: indiVidual:or-fir.m' cen.obtarna license i~:ithe'coritractor 'fails to exploit
commercially:inventions:covered',by,:such:palents, ,'- _ '

As a practical matter, the inclusion of the statement requiredi.by.isectten
8 (b): (7)' will 'put, private parties 'on-noticaas-tovthe availability' of a license if
the' patent ,owner",doesnot,-exploit the 'invenUon;:-thus"puttingpressure on the
patent owner to exploltvthe invention to-prevent the-issuance 'of' a compulsory
license;

Section ,4(-'a)'.isvalsot approved 'In-pr-lnclple;' but ethe. particular wording, 'con
tains', ambtguttteawhtch-should-be cleared' up before 'the 'bill is enacted. -Lt is
suggested-that thefollowlng.language.be .used ':

"Section 4{a-). The agency head may requtre.. at 'thertime.of entering .the con
.tract.i.thathe be,given thec'Ight to.acquire.ion behalf ofthe United States, an In
terest greater than ,thenonex'ClusiveJicense,specified In.rsectlon '8 (b) (-2) in .In
.venttons if-'

".{l} The purpose of the contract is: to.produee one-or .more end Items.rthe
'use' of-which .is orwiU-be'required:by,law;or:,governmental' regulation 'in
"furtherance'of'thepublic.health;:'or saretv, and, the Jnventlon-covers such an

'-','end item; 'or '
"(2)" The,purposeofcthe-contract-ds.f'or the -contractor- to :operate 11: Gov

ernment-owned research or production facility, and the Invention-Is: espe
chilly, adapted-for.useInthat facilftylcr iii:a relatedtfaclltty j or

,"{3) ",The'rpurposerof -the contract ,is: research, -rdevelopmental, or, expert-
."mental -actdvttydn a.field of:'science-or; .technologvtdn which-the Government

is the sole:developercor-thas provided substantially all -the.funds 'for-research,
developmental.oor "exper-imental' activity: 'In-such "field;-and-the invention is

"especially adapted. foruse in such'field.;:01"
""-:(.4), ··The'purpose,'of the" contract, -ts-research, .developmentah or-expert

merrtalacttvity 'in ra:'field:orsctenceorotecbuotogv-tbat tsnew, without any
slgntflcanteommerctal.or -prlvate- history;'endprobablywould: not have-been

ntevelopeddn: the-foreseeable rfuturewfthout .Government .flnanclng, rand -the
invention: isuseful.only.dn-suchfleld.

"(b) Whenever the provisions- of sectiQll':4{-a}:indicate'thatthe',agency
head :may acquire, an-interest: greater'than'the,:nonexclusive:license' specirled

..:in', section 8(b.):(2);, -he shall ,acquiresuell greatec--tnterest- unless he .deter
umtnes, after ': examination .or the-facts or-me particular. case" that special

«tulrcumstances 'indicate, that-the contractor. should, eetain- rights .ln -the -Inven-
tdon 'greater than the nonexcluelve.Hcense-speclfled. in ooction':4( ca.,.Includ
Ing-rfghtetnforelgu .patents, 'subject to the.Interest.reserved. to. the United
Statee.In 'Section 3-(b){2},",a-nd:;th8lt' thepubltc' Interest-would .nct is-uffer. -as 'a
result of:the-contracto([""retaining-such:greater, rights;'! '

<There'.are' -severabminor ::'differences: in .wordlng-Jn. .the foregoing .and two
changes ,of· .aome Importance.' .:In, section,,4,(a) (ll fherreference to ",'commercial
-use by the, public" has-been deleted-ainee.ttIs believed that-that-term Ie so-broad
'and'comprehensive:thabit"could be -constmed.to .eover. substantlallv; -afldnven
ttons.:a result iobviously not:dntended by-the -Presldentdalmemorandurn: in' which
the language first appeared. .',,::

In-additionfhe phrase .tnsectaon '4(a',) {3Y, referring. to the aequtettton ofex
elusive 'r-ights 'has'been'deleted'asisnoerguous.

An'ew-paragraph 4-(b) has been added-more clearly to delineate 'theprocedure
under.the unnumbered paragraph appeartng-Insectlon- (4).ofS. 1809 immediately
after: paragraph.f a} (A) ~ - "

Sectdon-r4) (b) 'is,' approved: without.change.
Section (4) (c) is, not endorsed by.APLA, -Jn-vlewr cf-theprecedlng languag-e

insection.s 3 and 4. :it -ls believed-that-all-the-parameters involving. patent rights
are so clearly delineated that section,JIi)o{c)'is':superfluous",'It.canhave two
badeffeets ; first; to provide an-eesv.wnvto-avotd -maldng .adetermlnation under
ser-tlon-I 4) (a) and,' (4) (b) -; second, to Increase -the ultimateburden on the Gov-
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,"In'lnbst bther:situn;tic)lls; tlieePresident's,pblicye calls'ilioritheiG(i'v:ern.
ment to take a Iicense at the time of awardmg',the'contr~ct/;'i" in
:,.s~nator'MoCLELU:"N,' Particulady;imtheefield' of, medicine.vifthe
Govemment' .eontracts with, :~i university, or with: .some institution; .a
nonprofit :instit,!,tioni todo.research work,'certainl:\:'',Jin m:y<iudgment;
Its'1 VIew,the"sIt1Yation'now;' therGovernment .should.' take title.

Mr. MALLOY, ':ThatiB'nOwthe' normal 'situation;'
"S~nat6r'MC'OLELMN. ,And it does that now!
'Mr.M'ALLOy.:iYe1l;sir,L;; ,,,,, 'ei, niH)
"Senator'Mo(I)LELMN. iNow;supposetha£ theGovernment, let us say,

writesacomparable contrn;ct;!l~tus i say, :tb, some.chemical.coinpany,
to ido, research.within agivenfield, 'suck as cancer; heart! 'or; arsimilar
disease, trying to find a remedy-vwho 'should have- thee patent .rights
in that contract ! ''''e''F'' "",

M'r.''l\:I'ALLOY. In that 'situatibn"MvChaidnan, theePresident's pol
icycallsfortheGqvernmeiittotake,thetitle'/:'" , , '
".senator MoOLELLAN):That is, thetttletowhnt. the Goverriment .is
seekihg!' If they found. a remedy, let irs'say,' mtthe D;l~dicin~that: was
usefuHorthat given-purpose; very well. -But. 'Suppose;an extraneous
finding is made, something, wholly; llllrelated .in. doing; the research
fOl' e"neer;' suppose'they ifound some ;medicine in' that' process that
cured .some .otherr-;diseruse; something .wholly-unrelatedi to the.l-gener-aT
oUjective=,to whom should,thatrpatenLgo then,3 !' , " ''''''TO''
i,' iMr.,MArkoY".It .is my' understairding, Mr"(Chairm:aN!,i that, inrth"t,
situati?n title would, also, be with the Government. nod ""iii

Mr'JOHNSON: ',May I amplify that "nSwerailittle bit!'"
" :Senator'MaqLELLAN:' Maybe' 'wei oughf to iaskthe,Department-of

Health,Educ"tlOil\,antliW",lfare about It. i "'ii ,': 'i '"i"
'Mr;M'ALLOY;! .Lthink thaVis more in' their area, "The Department-of
Defensehas .some .contacts in' this'area but it 'is "!L very -smalli-parti-of'
ourbusiness«: lJ}i.:":I";~ {- I;;';"~ >;<j '-.:)- .;, '. "

'!'SenatorMcOLErLANJ'Gbahead:' '
Mr. JOHNSON. There "may be ~om.e cases imwhich. th:e;eontract,V?,3:"s

not intended-for: a public' health purposeu-. However, fin -tlie .eourse-of
perfonme.nce: ,ari!, invention-is 'made 'Which proves-to have' appfication
directly-in-the health-field. .Irr that case;:)inder the 'President's policy;
the Government would have acquired a license sufficiently broad-to
permit .the 'use iofthati 'invention, ,ifriecessary't'o' fulfill ':hero!tl{ nee'ds.
In other wordsz if.you: were'tohh,'veili ca1reer, cur",'d~veloj:ied!unde'rl a
petroleum: contract' iit'wbuldbepossible' to haveu: 'license' tc){pe'Dritit
thatcancencure to ;be madoavailablb' as Tapidly,as'possible:;Thatis
spelled out in,th""President's patentrpoliCyJr,rr:! 'y",i', :,i:i i' "",,:
",Senator MdCLEnIiAN;;AnotheriteiiP,y<iuJ,oppose the' 'Go"'ernmeilt

making" renegotiation 'of, n; patentrightJ !1"b~Iieve. Yoir ;expresSed
oppositionA,o'that)iYoudonot think,tha,t the' Gov~l'Jiment"sh01j]d
have the right to do this;! ; , ,"'" .' !,:

Mr. 'MAL!Joy.Not in the terms that 'ar",' h'1cludedil1!S/1809; 'Mr;
Chairman: We think 'thatthebill goes too, br'iTh~re'areprovisions
in the President's policy which we think amply-protect the Govern
ment's needs.. There are the-so-called marchcinrightswhereby'wecani
even though we have' contracted to leavetitl« to 'thepatent withthe
contractor, we can come back later and require compulsory licensing
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governmental .purpose.But. We see:a fundamentaldistinction' which
we feel has been overlooked by .many .peopie in this field •between'
acquiring -anjnventiorrand accuiring -and.: exercising -the exclusive
rights-in. a patent on an invention.

1Jow, generally speaking, G~}vetnme!lt:res~arch-~s.not and sh?uldnot,
be lIltended to produce inventionshavingcommercial application. .It
is intended toproducs inventions, largely inventions which would not
be made except for Government intervention-s-that is, they are thresh,
old.inventions.or.to use.aterm~

Senator MCCLELLAN.'\Yell, thntwould be true as 'in the Defense
Department, possibly. But that wculdinot be true in the medical
field, would it! . •••.•

Mr. MORTbN..If I maysay.i I. think it .would, sir. It seems to me
that in the field, for example, of improvedbandages, we can relax and
let the commercial enterprises take care of that. In the field of a
cancer -cure, where -breakthrough-inventions ure necessary.vnodoubt
Governmentfunds are justly expended.

Senator MCCLELLAN. "Ve have a rollcall vote.. Do you have more
that you wish to.tell uS!

Mr. MORTON. Only this. Wefeelthat the. compulsory license as'
pects of the revisions we.have suggestedin S,1809 could well be
analogized tothe.military.draft.

It-is notioeable-Lameure, to the Senate as well as tothe rest of us,
that the existence of the .draft tremendously promotes volunteering.
We think that the. existonce- Mthe: compulsory Iicenseiprvoisions
even. though-theyseem .a.Iitcle rigid in their application, will largely
eliminate the necessity of proceedings .under them, that there will be.
a free exploitation of inventions made by virtue .of'-theadoption.of
these- provisionswithout: .the necessity ,'"of, _'going, through all that
Iitigation.: •

Senator MCCLELLAN. Thank you very muck i
(The prepared statement of Mr. Morton followsr)

. . . .

.S'TA'rEMENT ONBEH:aL~ OF ,THE A1>IERIp'AN PJ\~EN"T :LAW"ASSOCIATION

The position of the,AmeriCan Patent r.iaw,'AssoCiation'~ith.respectto Govern
ment 'patent policy .ts set ,forth in the_f:ollow!ng,resoluti()!J-Al,d-opted by the .board
of managers .oftheas:s,o~iati~)llin,th~ i3:Pri-n,g:of;1964:',,; "., ,:

"whereasIt is the posit~~n of the. A.Inericall Patent'LawAssocla'tlon thatprog
rese of the useful tarts is-bestpromoted when inventors .are made secure 'in
the exclusive right to their, * * * discoveries,' because the :protection .of such
exclusive rights affords, 'a',vital incentive: to ,: private enterprise -to: assume rthe
economic risks involved in, developing .new products, in introducing them Ito the
Pllblic!all~jnpr0PJ:0tingtheh~use,;and, ',', ,,'

, "Wher~~s' it' is the 'con'vietion,' of ,the. American "Patent-Law- Association 'that
Government authority cannot and should .not undertake the Introduction and 'ex
ploitation .ornew products in the' public:Illarketplace',in:conipetition withpri~

vate 'enterprise j" ",i

"Whereas the American Patent Law 'Assoclatlon i~'duJY appreciative of the pos
itive steps taken during 1963 to solve the complex problems leading to a uniform
Government patent policy as. embodied.Inrthe.Presitlenn's statement of Govern
ment, patent policy (of ()ctoberlO, 1963) ,:the:McClellall bill, .S.1290, the 'Salton
stall bill;S. 1623, the Tollbill, ,H.R~ 4482, and-the Daddarlo bul, H.R. 471, and
has made an intensive study of the statement and 'the several legislative pro
posals: now, therefore, 'be it

"Resolved,'That: It-tla the'poli'cy; of. this association that where the Govern:'
ment of the United States seeks to avail itself of the skill, resourcefulness, and
creative ability of private enterprise, and enters into research and develop-
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This is-another tl,ip.g .that, .you.cannot prove with ,greatmathetnati
cal precisionvbut .this.hasbeen of .great 'concern to the. Department
·for many years and.theofficialsof.the Department have this concern
·today.". ccc'" .»i', '" ',', .'.

>Senator MOCLELLAN. Who suffers underthesethe most, the Gov
ern.ment's.interest.,o..r the pu.blic's.. interest. ,.or the -eO.. I.I.tractor's interest,
if S.18&& isadopted-e-whichsuffers the.mostj; ,",', ... ,.
Mr.~LOY'?Vh?seinterest;would suffer themost !i ' .

. SenoM!' MCCLELLAN.' Under-the .provision, the .Govemment takes
.title to. all and where the Government takes it in the.iJ;ltereSt 'lithe
public, primarily,because thatis the onlyreasonforthe Government's
taking title because public funds have.paidfor.theresearch.Xo.IT
No.2, the Government, even where the patent rightsrem~inedinthe
contractor, the Government takes a license .for.its purpose-s-so it is the
public .interestzand the contractor's interest,..the private .enterprise
system interest that is involved, N,nv,,,,,hiqhwouId,sujJ'er,the most,
.ultimately, underthe provisions of S.J89~, iiwe: enacted that into
brw!; .r . ,.. . .",.... ... j"" ... '

Mr. MALLOY. Mr. Chairman, it would be my view that the Gqyern
!"e~t's interest would suffer the most, and for tl:tereij;sons that fij.'lSt
md!Cli.ted, thatwe ""ollli'!;"PI'obablY'llot beij;ble,toget:?ur,ese~rql:l.
program handledby the yery best researohoontractors. -r: , i"

Now it is.also, of course, truethat a qontract(jr would lose.anadvan.
tageas well if the Government had title, b~tthe e'lntra~tor would
not necessarily have to place himself in that position. He could avoid
the problem by avoiding the contract. '. ,U'

. Senator MCCLELLAN. I think that what .wchavetniedto do .here,
with du.ediligence toour 'freeeuterprise system 'which'we do' not want
to destroy or unduly or unnecessar-ily impair-where the Government
spends money, the public interest becomes involved-s-it is public funds
that .arepeing expel1ded-;cilo thaqthiJ;lk that in.Lryingtqresolve a
delicate and complex issue. such as has arisen here, it. would, be well
for us to consider not just the initial equities and adyantages thatone
.may get or the other may get, but whatisgoingto be the 100ig-run,
ov.er~1l impact upon the public interest "l1dupori the free enterprise
system, and .your ..conclusion is that, .u)tiinateIy,the.publicinterest
>yoUld.sn!J'ertpe most',. '.' / .: ). ..).. .

M;r::Afi~Loy.'ye;j,sir,Mr. ChairJilan., /" ' ..',
Senator MCCLELLAN..precisely .and conoisely:asyon.oan, pleaSe state

Why ' ,.,., ".,., ., ,....•..•..•.. , ;,. '." .. ,
Mr. MALLOY. The President's policy triesto ¥eighthis delicatebal

ance and come up with a solution, .The issues tpat>yere .involved were
first, how to get thsbestperformance under, G.or,ermnel't.reseamh and
development contracts, "nd,seoond, how to. get .the. .w0st bene~t for
the public from the-fallout benefits that result. ;frwp: the spend.,ng of
Government .money on. research and'development•., Our feelmgTl
know that it .is the thinkiIlg behind the I'resident'sj.10licy as ",ellTis
that we are able .to get tpe, bestrese.ij;rch~ndweare able tobting to
the. public, through,tlte incentive PFovideclby thepat,\nt .itself, tp.ese.
spinoff beIl~fits better by leavlI)1?; title to the cQml1!erqlaI application
with the contractor.. . . . . . .. . " .
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Mr.' QUIG.LEY. And'IthinJcrightlyso:It'does .notstriksme as the
fair thing to do. As I say, it does not particularly ilwol)'e our De-:
partment.and.its mode.ofoperating.. ",,, i", , ii/i'

,Senator SOOTT.·, Ybu,a:nd,111aveJ beenengaged.in many' perilousop-.
erations over-the' years,,,andoTiwant ito. th;tlikyo\Jvery much, Mr.,
Secretary.. . . i ". 'i'" '.,,' .• ,:, ,n >'''J ,''''
"Mr. QUIGLEY,,' Thankyou.Benator. "Ve' will supply. forthe-record

the information youhave rsquested.. .If.ior somereaSOlUJp .other '\ve
cannot run the 18,OOO-some,gtant.applicatiOlls .through the· 'computer
andcomsupwith that~11Swer,Wjewill reporttliat,facttoyou. ., ..,',

Senator SCOTT. All-right. . Thank YOU" And thank YOII,'Mr.Ch~ir,
man.
Sf"a:~brMcyLE''''''':''',.,i AlIi'ight: .Thallkyoliverykiridl:y.. Our next

witness is Mr. Morton; ~rr: Morton", you, may identify yourself,'
pleasesir. .' .
".' ¥ollrstaterrront \Villb" printed, in the record" a~d, ;fOuma}'·highlight

it.· if youwish.: Yo,> represent the-American PatentLaw Association!
.. : .. _" ;., . ."','.' ,', :0"", ",0"," ,"',', «,.,,'.• '" ,'''.--' ""'-." " .. -., .• , .. :., .. , .... , .. ,, ,- ":',' •.:.- ," ..

STATEUN't'OEW:.' 'BiiO"WiN,M.oiiTONiiii.,pR.ESIl:JJENl',.A.MERIOAJN
. PATENT IiAW' 'ASSOOIATION''.'''' :': ',. ',:C. -".",' __ :__._ " _.': ('.r,,:,_.,:_:.,

Mr. MORTON. Yes; 'Mr.'dh'airl\rall, I>1'h{J:iJ'esid~htbfthe ASnericah
Pate~ltLaw Association at the present-time, " '. "
'SenatOl'McCLELLAN. Very,good: ..... " .', ... ' ' . '
• 'Mr.iMbRTm" I have over theyearsdevotedisoJlleattention to this
subject. Ii haveteviewed the statement... 1t'CDrrectly eXpresses the
long-considered policy of the: association: ,< .......•• t : '.". , ••

'.'1 ";mple:asedto sre:Wa'tit llle:ets the chairman'ssliggestioi!bf specific
suggestions for amendment to. the bill. •It has ~peCifics1).ggestionsemc
bodied in it,Mr: ChaiIiman;for Iailguage challges ill S. 1809 already
in"the statement>••.•,', ..... ' ' •... , . ,.j'" , ,ii .. ,

Sell>1'tor MCCLELLAN) Ve.rywell.!
Mr. MORTON. I think to hIghlight our'pbsition1wilHefet to what

the statem~ntsaysonpa~e3in the nextto tJ.teIastpaJ'agr~JJI\..
It seems to us thatagreat deal of thedisonssion-ofthis subject has

~ur.ne~ on whetherthe Q;0'Vernment gets whatit paysfor.. It obviously
ISentJtledtbgetwhat it pays for. ItSeemstous the Government, by
the policy personified-by the Lbilgbill,. and' variousLongamendments
to specific instances .of· Government research'legislation,. is illsi~ting

on getting morethan-what itpaysfor, '.Perhaps ithat is\Vhat Senator
Scott has-in mind with-the reference to,falldiltinventidns.

Let me give you an example, if I may,tliatha:sdcClit1:~dtonlebf
what.Ehave inmind.."«: !'i'" ., ··•· ... i' .T'·"

··.• Let us suppo~ thatthe:'Govelhlment WMUs'~ita,liosetspecially
designedto function-well under the damp conditions 'of the jungles of
Vietnam: Itapplie~to,'a cOl1tractorto)ungleize aradio. 'I'hecoI)
tractor puts his best men on it. 'Under the critetiaIaid'downordinarily
inthese'Longbills;foJ'Jitckofaimore generic term, the contractor, .if
tJl<;inventionismade'duringothecourse of the work dons.onthe con
tract--has to turn over title to the Government.

Senator MCCLELLAN. Now, the fallout, so to speak.
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'r~se"rch*ork.'>doill piffiy'B'has' lida'years iofe"'peH~lidliil'j;\i:W)~a~-

'~~Ci~[/~h~e.rhi~M?Jh1ti~~ri'J~~dt~;ffri,~~6~~t5ei.a~r~~~tJlh1~t,~~~~
'qeyelopsollfetliing:They do rilakea5finding.': .Is itt±-~(jin the com
merci~lwodq that.~on!pall:f A .obtaipsall 0fth~BaterFrights!
,·.·.¥r.¥ALLOY.. !t ISno~nearly asc~ear as tp what IS theilprlnal prac
ti~e' bet,ve'e~ ,',two,,yoiTlm~r~i,al, c!6,n:cer~s" ill. t~e .'sitU~~iqll>, you: 'l)ave
.described. '.'~t ismyunderstahdillg,actu:,lly,tha~th~.more 'iisualprac
tic~,;,ouldbeWatcoinp:,hy.A, would ;lOtask'and not receiv'etitl~ to
;nyeritions discovered in the. ~~i'fo':llfallc~0fthAsbontr4ct:· Thi~ is by
hp means ~n ,a~r<:ss'th~'Roar4typeofconc~uS10:l. .. ,' .' .•....•IVe made. a survey s'."lleyearsago, Ibeheve 1 t}Vasfor tlie 'Senate
Small Busines~ conimittee,an'~ found that ~he.pr~c~icesofthe Depart
ment 'ofDefense cop~ractorswe~epretty.~rie~aliyagainst t:,king·title
topaterits ill your situatioh,butth:'t there ",ere. some exceptions.
Where company A was intimately involved itself iilthed~velopnlent
of the particular itelll, had invested a loto£'its0wp kIi,ow"howand
llloney,therl itllfigh~:,~kfortit1ein those circulllstapces.· .' .
·•.• 8.o'to sUl)luptheg~rierality, as I undertsand'it,ineommercialtrah~
actions, tIle c?lllP~ny pI~cingthe research coiltrac~ddes: pot requestor
g~t ~iF!eto~hepa~~IltspiararedeVeloped Py theo~I;~r 'conceM'T.. hi~'is
beca.use.cOlllmerc1al ,c0rrtpamesare .n?t norp;allYlll~he bus!lles~of in
'V~nting forotl1er>cOInpanies; .The exceJ2tion;T'gtless, to this wouldbe
~olllP~niesth~t.ar~ in strictl:y.researchbusine~s-';tlle:y are ill~he hllsi
ness.ofmakingWeir talents avail:,ble to other corporations arid have
nqobjedti()ns }Vhat~peveJ;,tog-iying )IP titles to aD:Ylriveritions, primar
ily becausetj{~:ya:re Il9tiiI~he business qf expI6'itiiig'th'eil).
' .. Senator'BURDltnr. Maybddid riot make' myselrelear.'This isa
casewherecop;pallY.Ahire~or 9ontr,acts 'With,c?Il'pariyB £ddo,re-

~'~Mi~~[M~~~rh~llYA., .•••...... '...... ...•... . '
Senitor' BmU)IotTl1ej-paftl1e)huiid~r the'contracV 'Is if your

testillloIly~h~t 60'tripany A does n?t retain the'patentfights! '.
"Mr. ~HLL?'y.No£n0.rllfally;· . .. . ". .... .

Senat6r,BU!:'DicK:..N?t nOrIllallyl'
Mr;:M;ALLoy,Xes;sir. ...•. , ... ' '. .... ...•

). Senator BURDiCK. That 'isnews," Ther.'·bas ooeh test\ffionY'fO the
'Cbp#t1< ;'.:;,.;" ,- ;0'.,,, ,.;' '.: :'/, ;'- ~ . '::.',' , :_,:'-" '-:',:, r, )'\1 :'.' ,'~_',f5:" ::,; _ '.',' " .: ,', :-:<, >u',:,"

'.' Ail IT!l.'h~':f6ut.ggtifie~ her.e a}ewrii.inufesag8 that under S.lS99,
the public intereshvouldsuffer most,beca)!se ~.her9 is pot a proper
balance, Is thatwhat. yousaidl', n.S.;ts99 were adopted and. all
patent rights ,'Ventt.o theG;0yer!'p;ent,yousaid thatthepllblicwould
.suffer: Il:0~t b~c~ll~~}~ }Vas; llot a.Pfoper halance of equity: Lctnie
callyollr attentionto page 21, Ime 20~you have a copyof 8. 1899
before YOll.! '" ' . , '.. '.

Mr'>MALillr: ;Yes, sir.. , .. ' ......
Senator BURDiCK. Let .me Tead it to you:
Under such regulattons tn conformity w'ith\b~,:~~oh~i~IlS~'QfithXs's'~ti9ri_~:~":th~

Admintstratcr shall presG:ri~,:he may _waive _,a1l.'or, tiny part_o~ tb.e-,proprietary
rights of the Dntted Sta:tes:under-this'Rct wIth'-respect to- any: invention which
has been made-by. any "person or-c-lass'of persona in' -tbe-perrormence 'of -any
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private foundation.dnwhich case it would be unfair 'and inequitable
for the Surgeon General to exercise the Government's right.
, Senator S'COTT. That would indicate, then, that HEW believes these

other groups, ifthey.help to finance the cost of an invention.would have
the right to share in thepatent. ,
Mr.QuiGLEY~ Very'definitely, Senator. This is 'not on policy now,

but asI ..i11dic,at'eCl~'cf~JK;i~~~~a#9ilsinthisa~'ea,are .ul}~~l':l·t?yie:w~, ,,"".
Senator SCOTT. Do.youhave any information, even roughly, as to

how many NIH, grartees 'also receive -financial support from non
(jpYeFl1m;~n~,:s~:rqr¢eS'rr".':<,)!':,:;';:,:" ":;"':"""""":_' ';". "'.",,;: ,_,;' ;,__ ': ,.. -:_,'.': ::';'Mr. QUIGLEJ:-,' I, donat, kii'.:\w that we iuive any such figureS. If we
have, we would be happy to supply itforthe record. ' ' ' '

In my own judgment, I,think it would he a substantial' nuinber, be
cause I thin,k ",:"hil 'of,,'tlle:hetteJ. researchers are liKely to attract sup-
port frQIfl,'\,;vanety,of,SOjlrces. , , ','

, (The informatit)fi'l?eferred to follows:)
-;'.' ',\v~' <h~~~ ,'ti~~t~t~d,.tli;e: i.nfJi-ni~ti(;n;:,r~p'qrij:dl:Hl_,; (jli'es~?~}:~~~.H, ()fJ;ii~'_' .',Pubiib
Iroo;I£jJ. i:$~rt:i~.~;-:apr~i~~MqI1· _f~'r~ ,398: 'fr~m" the, ... ~A,67 Appli_ca~l?ps. ,~er~ew~4,'1?Y
st:UlfY.:seetiqns 5A-:~~ ,Jun:e~ gY:G1e,." ,,'r.wo,"excll1si.ons:\yer~i:p3:.d~: ,suP1l9rt Jro,W :tlle
"ownins'ti~utioil';' :Of;',th,e:iIlxe~figator; and, supporf fr9JA, ]',e~e~~l:, age~~i~s:." 'J:'he
data, th'erefore,' reflect 'the' proport~o'I}o+, jllye,~tig~tot~',\yh,o, :9uje',' l:~earch, ,s,1iP
.port froll} ,.othera "a,nd:" than.. hi,S> mrn ' einpl'oyihg ,~nstitU;tion',,~r .fhe Fed¢ral
(}9ye~'nm,ei;l,t. II': '~.",""~'1 f"~:I'i,rV"<"i "''';:';''-' ",::",':"~,,.>r: ";:d ;::":,,, .. "

, 'i" '~:-;'J"/' _,:;y,Pr:th~#.pJL,l;i1-t-1iii$,i-lga(6;?"~_ ib-i-t1.~ ::QUrM~~"',8Upport;"
e', ' _', , .'",,'. "'" ::;: .. ,," d_ ,< .>', .-J',',',:-,-, .,-, _, ,,' '",';,,,,, ,"," ,'>C"'" d' ,;I

, :'-~ " - , .. f

.~i nr",·:':y':.,,: \':J', ;::,: .. ' ',':,i,',,:',,',. ,';' 'f: ';'''''.: ,:;' :,';,,".:,','i:-;;,:,., ", ,',;:::".".:'.:.",,:.:.;,.,"_:' ,'.

Senator SCOTT. Now,J uiiderstandthat NIH in the (l:rant applica
-tion that 'each investigato» must fill out asks for detail and specific
information-"All otherresearch support!' The investigator is asked
'to'stat" the title:of his research'p,roject, the amount, and the amount
of time he is'spendi,ng on the project. Now, this is question 6-B
on the grant applicatioll:.'" ,,,,;, "
, If you have been obt,(ining,this 'information from' all the NIH
grantees, 'could you 'Ilot 'run this'information through one of 'the
Department's computers'and give'us an answer to that?

r Mr.' QmGl"EY. Probably we could.' Offhand I' know of no reason
why we could/not.' " " , " , ..
, 'Senator' SCOTT. I do 'not know much about' computers, but I am
'prepared to assuine they can do' almost anything; .

'Mr. QUH!LEY. ',I 'think' we will move forward ,on that assumption,
If we-prove to be wrorg, we will be back-to say it could not be done,
for'"Wha~eyer__reaso1i~,>; .: "".,1."'. .., .. ;' .:':",1" .. ,:;:,;'

, Senator SCOTT. I think it 'would' be helpful-oto determtnethe ex
tent of multiplesponsorship of research in the medical field, measure

,,', "'" "", " ,- "" "",' , ",',



4;1;8 GOVERNMENT PATENT POLICY"

illipooeitsrElliiiit~m.elits oR fop'ofbi~ {yoH<:·thlJ,t,hi\s;~h:(\~liy.b<lllnd(,:ne
at tlie private,expense of the;,partictrlar:c,ontra<itor:,,1'he ,contnwt
!Jlli\"ht'be 'for-a'very-smalf ":lIlount;.·.And'if,'he wer~ ,togivellphis
cq'.o/P'e~{)!alrci~W;t!:>r":''Y'eTY.sn,lallc?Jtsid~r,,:ti<n~he would, I,a.msure,
thll1.kt""lce,abput,lt, AAd h1S board of directors would bequits con
cerned about that situation too. But in your example, I do not think
that there would be any doubt but thatthe P"f;t talents would he applied
tothe,Job.• ,.,.·.,.,,' ...•.•.:." .. '.: .'. " ,.'
. Senator B.PRDI?lLLd0l'0t. thin~.thM'.any ffilgmentof American
busin~ente;rsil\t()[a contract, let us say, at theco~t of 7 percent that
wouldnot.do its pest irr~l1ch a~~tuati0l" .,.•...• .' .. '",

Mr. MALLOY. Lwould.hesitate to. saythatthey would not do their
best; because I do nqt!mow that. thiscanbeproved one wa:Y?rthe
other..13ut .inthatsituation a particular <;ontractor,for the l'easol's
wehave stated, .mayriot want .to enter into the contract with us in
the. first place. .I thmk that if he did, I would, certainly, not want
to say that.he would do less than his best, except in those.situations
in which human nature might take a .hand .and the. incentive wouId
be agamsttheapplication of the best ideas, '. . •.. " '. ...•. . .'"

Senator BURDICK. A transaction for research.and development in. a
contraCt isa,t.an".agreedup()n figUre, ordinarily? . '.
'J'lir.:lI¥LLO,,·.Xes...• 'L .••• .' .•:.... •• -: '"

Senator,BPRDICK.<I'l{atisan.in"centive in itself, is itnot ?
Mr. MALLO.".. What· is that?.. ..: .,'... ..:.,
Senator BURDICK. That is It .piece of business in itself,?
Mr. MALLOy.. lt certainly is.,' ".' • ".•..• ' .
Senator .BURDICK.1Vhich most American business would honor

and perform? .: '.' ., ,.'
Mr.MAr,wy.Yes., sir;.thatisright.. ,: . ..•. ." .

. Senator BPRDI?K-: IJo you know of any instances in the .Defense
Departmentwherea, contractor has refused to enter intoa contract,
where he.W",s:<leniect.l?",tentrights? .... : .... •. ". .•.. . i'

Mr.MALL<j".. No,slr.;I know of nosuch-instance, I suppose that
in ,ourexperiencet,hat)las •beentrue more: becausewe have not had
in the. past a policy of takingtitle. We hayelefttitleto .inventions
with contractors and have not really hadtre,.pr()blelll,.so that weare
looking ahead really .and speculating .~s to what might happen if
thereisaradlCalchangem,thepatelltpohcy." ••: .' ', ...•....... '

Senator' ,!lURplYK. Tha:£i~a. speculation. .Hllt according. to. history
and facts there has nptbeen.anybody who.has.refused to do.the work ?
. Mr.. MALlAY. :J:.!<;n();W .of n()ne"Senator.B.urdick. I suppose that

there might"be ,s()llle" huli,a.~,. ",.generality .this has not been 'a prob-
lemintheP",stwiththe,PepaJ.'tlllent. . '. n'·' 'L . "

Senator-:BURDICK. Well then, the clo~ingquestiol\,.thenyouthink
that the taxpayers.in tlli~,wor~~itisjustthatsilllple;isitnot-e-would
not.Iose] """", T ",,; . '"., .:.;,,,.;' ':.'
"~1r,MA,,r,Ry.,.Sen"'Y)r;B'llr?ick;I.thfu~.that,.aswith' an of the ques
tlOll~,tljat:are boforeus.in.rhis consideration of patents, ittends to be,
a;" Oyers¥iipUJieatioll.,; I;.tr.iJi!<;,i)J~tthis .. is .the ,ea'siestthing. todo
iJi~nis.fie1<i'T',Ithill~tl.'at.is,po~siJ:>ly" one, .becauseas .J. iI)di?ated
before, It stands on certain presumptions that are not necessarily true.

Senator BURDICK. What is the answer to my question then?
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PHS, grant (one .or -nvesourcesor. support}, was assigned to -the, Dufverstty of
California under its agreement with the ~u~licJlealthServie~in :or,dertltat it
lllllY,.issue an e:xclusiye license, ,for, developmenf ;,of.the .inveiitron. It .tssueu an
exclusive-license for .?',years,to 't:~e~,er,le.Corp.~,'~is "inventiOll, was covered, by
,10 patent: appltcationetunder wlrlchta 'license, '·,was ~xec.uted:-'fothe Government
·in,1958.. 'Dheuniverstty subsequentlyrasaignedalbofdts :rights to. the .Inventor,
.ni'" Penn; Whic~:as,sigllll1ent , ill: Jhe,Aptniqll,':of tpe, Public Health .Servlce, was in
vlolatlbn 0:1: its,',1953, agr~eDlellt~ith ·,th~,~ni\7~fsityand it. institutional. agree

"menf whichpostdated the .~;2~b)'determination by ,2,years (fnatdt.utdonal. agree
'ment: was-enteredtuto March '21jld95-5:)'. ;. 'After: considerable' correspondence' it
was determined that one application was atdll-pending.fn 1962;;The University
of;Californlrt, ~ubs:eqllenny:admitt:e,~itsrerr;oI',inabaIld.oning,to the Inventorthese
-iit,;entions"'YhY~hthey' ~'6nsidered:' 'Yortlile~s.. , ,since the' :inr~~t()r had ,left: the
c6unt'ry andwas then'. in',tndia; 'there:was:"littl~that.,~0t11d 1?'e, ,dolle t?; rectify the
error. Dr. Penn .' had; licenl';ed ;the: ,Califot·liia .,'e.orp., for: Biochemical Research
on .an exclusive basis' for )th~>life:,!Qf;the) patentn-i'I'hereda no,IurormattonIn our
,fl\e with ... regard .to .alther rthe .. ,c0l4J)l,er~~~1 ,qev:elqpmen,.t".' i,f.any,' of ,tb,e,:l1r4g, .-01'
its'~ffec,~iyene~s.,: ,!,: " ..,: . ;'" ~, , .". <:' .. ".-:,_'.,"" !'" :",',";" ;i:." . "
':":2~; ;On'September: 26,195,5/an:,inven~io~,"'L0"\V: t;to~~~:A:ni'p~ifi~t? fb'~ 'Use,'in ,XAhty
'Screen Intensifiers 'of the 'Television' '1lY:J;>e'S'ystem 'for' the' Translatiori:9f 'Intelli
gence: at LoW: S~gnatto,'Noise~Ratips~'i -wasinlade',at tJohns .Hopkina: University,
with ,s:ome, sllPpprt ,,~rl?lll'p. EHS,gJ;'aRt;:bY:Pl'l~uss~l, Il. :Morg:iR -and Ralph,E.
S~W~ni: The ~~:r:~,uw,st.:lllC,~,~,~nMli,sc~s~)re;J;'e!4IlilduJ~:j,::, i 'i '.:: ': ::' : ,,:', '.' ", i r.r v:
". (-'1)".The 'ii:rventors:"hlid'b,eeJl working oil' this i~yenti.cni oyer .~ .l()ng; period,of

time, whllepursuingtgraduate' and postgrad'uate:, work; 'contributing much of theh
-ownrunds prior'to:PHS,supporb:. ~ i~'.",:".i·. i:.';,,',,:,,;, , .' :".. "" \
",',',(.?) Alth()u,gh, si~abl~. gon,trlbll~io,ns':w,'ere::al~o'~~9-e'bYithe :i11niver,'3ity, tnennt
,;v~rsity d,i<ln.ot wish to'a,dIIliniste~the .illventic)I!-, all<1: felt that equity: called :for
assignmentto:t,l1~invelltors'.,' " '.'",:, "'. , ,:'; _,; :".;,., .': ',i .,' .,' , ". ,.,', , "

:(3l,PateIlting"and, exdtIS,iVity:were:~neces'sary to":priilg this'comp;ex ,sciiHlti~C
discQvery,! to the market;': !Attempts,t~'~interest'several' commercial orgunlzatdons
in marketing this invention, useful in hospitals and other medical agencles.rwere
unsuc~essful.

(4)" Additioti'al:~xp'ensiVe'd~v~lopm€HltalWork\*~~', ,I'e~llired'. on thi,s,,'co:mRl~X
electronic device which w~uld be,underta.ken;()nly·byis:oin:eone assure4.:of Icng-
termexeluetvttz..-: , . -:' - , , '

A.. ,detefIlli,nati()D. waa-made.bythe Burgeon Ge.n~ral.on-Beptember. 26,' 11J.55',:and
amended on November 18, 1955, permitting ,the:inventQ.T.'8. t()l,et3:inrights, ,~Q .the
inyenti,on .. covered b:V. t",o, .patent~pplica~on~ and" toseu. or license' the:, patent
applications to a commercial eorporatton-which,in this 'case was Bendix AVi3;tior
-Oorp.,.subject-tocondltions-that unay 'be',imposed ''by the-Department; of 'Health,
Education; and :Welfare.. :The., .Govemment .reeerved ,ft 'ltcense {nonexclusive,
n-revocente, and royal'tY7free forallgov-ernment,fll"purposes)". ',' It approved the
ugreement 'between the Bendix Corp. and 'theinventors 'which inclu<ie,c;l amount
of, royalties to be charged. " 'I'he .Governm,ent. requil'ed that ,Bendi:x Aviation
.Corp. .arter.10· years: from April 5~ '1955i,make' the. in vention available through
nonexclusive licensing of other manufacturers fn-the-flelda of medicine and public
;he:a,l~h,.the, ;l,'.qy~lti~s,!1ot :tp~xce~d·,5. pel'c,~nt~-<: Bendtxagreed-to give priority to
development. ill;' tllese fields~,. If, after dev:elo'pIlJ,eri,t .or the jnventton to. the point
'of: uttltty 'anCl, ,satisfactory' quality; ,Bendjx: ·coul<l~:not. me,et. t':he. d:ml.lD.d, .. ill, ap.:V
field, it would Iberequired to no~exclUsivelY'li'cense:ptl:1er'qi:ulJified':manu:factl}~e'rs
at royaities'llot.toexceed•.5 percent.; ' .... NOroyalties were to he included: iri the price
of any sales to the Government by Bendix or 'by any assignee or licensee.

3. On September 8, 1959, a determination ~f,t,s,mtl~;e,to assign:an,in:vention
entitled "Air Pollution Testing Instrumen~ for l\!ens,Ur~ilg Poll,utiop in,Ga~es"
invented by Addams, Koppe, and: Dalla:-under:,'aii air 'pollution c'ontract with
-'Yllshington: State .UniveJ.;s~t,Y.to; the cRntp~.ct?r;!qr de.v:e.lqPIU~nt"apd,aq.m:inistra~
tion., "It"'w:is. proposedthRct th~ CO~l¢,ge",quld &ive;a;5~Yf:ar .exclusive;license
to an interested, . reliable ,ma'!itifacturer ,tinde~}erros, ~'hich "would. insure. the
c<mtinuedan<lrapid production of a satisfactory' produCt) .,Atthe termination
of the'5-year period licenses would ,be ,"availa'ble' to, all manufacturers on a non~

exclusive royalty -licensing basis." Subsequently, the college con~ludedtllat

patentin~, ;W'01:!ld, be ~n~()ll(}w:ic:al .. an<"!-:~he invt:lI!-ti()n;becalll~' unpatentable ,as a
;result·· of' its prior" publication. A supplemental determination was written .re
flect~n:g th~ s~tuatipn.
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or 'rights to .the results .or{such r~elll;eh'" MldanS!l:wmary Q£ QmYrecom
mcndations .concerlling.the,threemeasu$s'11!ldel).consideration by:this,
committee. , ,;_,:,·..,-:r'.;~:i;rf,.-l<t_'.'i.;i :'~"_' s-v-: "::";':
"AsYQuare aware;eQustitl1eLlt-a,geneies Q£ ;the, pepH,tweilt"eLli\'age

, in;and-support. .research-in ,the: ,liTe:sciences" social, Mieneeg, :, and .the..
physicalsciences.v, _.rt .i:"i':H\ ,;-j~L:: ::·-.·';-;'X-'~J'> };;;.[:) -;(!+~.;\,i:;"J( ,"!:n rin

." The major .portion.of our.r.•search.is medical.nesearch.and .is, carried:
out throughthe "'J:allt:meehallism'r~the:rthanthl;oughe"ntr~e.!'.,: ,AlsQ"
a-very 'consi!ler:bleam9U!ntofmedieaJ; research-is, ea+"i",!l q1l,t: i,nt'}1\'Tf
murally.in .such: ,faeiljtiC$:as !t),e,Na,tional.il;n:st~tutes:,Qf .Health, :QIIl,
Communicable Disease Centers at Savannah and Atlanta, Ji:a"',a;Il!l,
theTuft; S;tnitary·l'111gil1",eril1g,Center,at Cincinnati, Ohiq,: 'The,tQ.tal
research budget of the DepartllleIlt:ror'fiseal"ye;tr :L~,0p ,tot,aleq.$73:5,
milliQ1l:':-'::"(j ':: r;u:, '>::Oi'i'~'\ i[,'":,, ,:'1"(;'-"" .,};[T .z:t.. -;<L/1:>/~ '-'l.);,-;_(\;.';_~

,QonsisK.ent,'\V,ith.the Department's, statutOl'Yi"esp9nsibility. ,:fqr.:th,e:
advancement:of seeienceand.knowlel!g~ and ;t1).edisgewjnation.tQ the
public <if the results Qf,research, it is:thegelleral,policY,ofth,e Depa,rk
ment:that, th,e results of.pepa,rtmeIlt-.(inaneed.research, should be.made
widely, :pwwptly,a)J,d fr~~hftyailab\e:to.other ,rese.ftrch,'i\Vqrk~rs and
the.public, by ,publication:im!l pyr9yalty,f,ee,lioellsing:1jllderpret~c,
tiyepfttentsor.bydedicati.on pfG.oyern... m.. e.,.n..t-.p.wne.d, .I.'.nYe.n.t.i.on.s..' t.li.OI.l.«.h...'.
our regulations permit.Qr,some .ilXjc~ptions ,to:',t.lris:iWh~retlie. public
interest in achieving thadevelopment alldmaotioftlftPplieation;of
inventionscan.best be promoted thl;Qughoth~r;we",n,s,:r llligh,tadd,
in this connection, that, our r~gJ!latiOl1son,th,i,s,supjexv:h,avepeen and
are under intensive review within the Department to assure that they
are effective to accomplish.thewide.iprompt, and free availability of
scientific advances to all segments of the public.

In this context, we regard the proyisii>ns:of S;·789 now!before this
committee as wholly incompatible with the Department's research
obi.ec.·.··tiv~.:.a.rid outc..UIT.en..t.. pO.li.c.ies.·.·.•.. an.d pr.a.cti.c.es;,.. r.Th.·.·.e. b.'a.~ic'l'.r.·•.efIj.ise·
of !th~F»illiithat tha-Govemment-shoiild :nol;D;\al:1y"a<JqUl"" only' a
nonexclusive- licensefor.,goyerll~eJl,talpurpqses-: whereas.' the. "on
tractor or granteesha,lla<JqUire QWll~rship,js !"to~ds with OUreoncept
that the taxpayer is entitled to the fruits of Tesearchfinanced by tax
funds.. Those provisionscontained .in the bill. under which the Goy
ernment might acquire more than such a;:li"erisewouldnot generadly
be applicable to situations in which 'our Depa;rymentis lik.ely' to be
involved, Mo~,!v.er., theprocedu,ral !req~Ji'renientsill",i~ep.ttd,gov
ern~ental aeqmsltlonof greater l'Ights,'llit~so ,cumberso!)ie as to ron
der Illusory the opportunity of the Government, to aeqUlremore 'than
a license, We are, therefore, opposed to the bill-and' prgethatit
not ,be favorably 'consider,edF:" '."'.,", ". .... ' ,:,. . .... :., "'.

S. 1809, on the other hand, reflects, in.themaiLl.th.ecriteria.set
forth ,inthe Presidential statement on 'Government patent policy
issued in October 1963, ,. Inspfara,sit:",6illd apply to our research
activities,the 'bill embodies the prl!l.'Clplethat, in geueral, theGov
emmentshould aequ,ire~ightstoirivellti6nsresll,lting£roniGQv~rn
mont-financed ~~seareh forth" benefit of~lthepeoplellJid)of course,
we firmlyendorse tha.t policy. 'Ho",ever; even apart from certain
departures in. the-bill' from-the eriteria'eontained intjIePresiderit's
statement, we: believe-that-more 'experienceunder' 'thestatement'is

,-' . , . -, "",' "
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'meut;' which. "'will make- ehe invention freely' avatlable: to' 'all 'far, 'commercial .as
",ell as governmentall)urposes. '~-,IfA 'does, not take the. contractv Its exclusive
'coIDlllercial positi:oIl'will -be preserved and .the -extetence 'of the patent may
"enhance: its- ehaticesr-of ·'getting .a"production . contract from the Government
[tf'~el' B hasde\i"el01?ed the item under the Government-,researCiha:i:lddeveloPDlent
contract<_, Iuany ~-ven~,'Acan: recover just eompenentton.rrom the Government
'for:'B's w,orkoaud-alsooif:the Government production contract 'goes to .another.
In-this,type ofsttuatlon: thepolicY:,df,the:Long bill would 'definitely discourage
'the'-quali~ed,'company 'from: taking the contract; "but the inexperiencedand -Iess
qualifi~deo~pany wopl~ 'fin:~ it.1essobjectionable,.--'

~~~e ·phi1os:oP1ir:lti1pli,cit-:~:rrK -1899 that theinc~ntives':Of,the"u.18. patent system
:~J?:oUld--be 'e~elUde~--fr():ri1 Governmentcontracts should ~ndmust 'be,rejected. _

8;-:'1047

This subcommittee is also conS~d~rillg 's:--i()47,:i~'t~~oduc'edbY,Se~at~:~'WiliiaIllS,
to amend.section 1498cof-title,28;:Hllited States .code.":,, :" ' ''' -

~p.e AlA presently opposes any basic change in the prlnclples of section 1498,
and therefore cannot support S. 1047." However, we do favor Iegialatton giving
patent, claiI~llnts easier a'CCes~, 'to" the, court:s, in pursuing claims against the
'lJn~te'cl-:Sta~~s!:,:;,;~oi",;,"ex3:n'tple;':~',:'pat~tit''elahnant "could ':be per~ttted 'to 'bring
iSUC~ ',irf':hiS"".~~nie""di~~ce.- or,'cil',cuit or',t:lle::Oourt 'of"Glaims'system' could
be :'enlu'rg-ed, tp·:perrnif r-trial:.cerore,'a: JoiJimissiouer-' in 'the- .clatmant's "home"
-district.-<"" ,!~: ,i,"', '-,' , , ,", "Ii
","~e"Aerospace: 1Iridustties'AS~Q~iation appreciate~rthe 'oppOrtunity too' present
-its"tie\Y',s }~rid,.,~as:ht, th~ -' Pll~t", 'stands read!J'to ioffer 'any assistance deemedrneces-
'stiry-- or desirable''byt-his'subcommittee: ,"' ,. ,
;c",'i"'''''''; i,''':'';-::,','"",:,;<", ,",d ..,': "<.I" ;::i,{;,;";',,,,, ';':"':~"",_'i,·'!':'i':';:;;':,-,';"-"'~; ""',"''-' .. :<"',>;, ,;-----:" ".,:'
" ¥r.SHBI{I'ON.Tf,th~r~ar~,id1yqu~stlons,·T would b~h'!;ppyto try
t6'''l1sw~r.th~m,''''"
•.'S:en~t6tMdqr;ELtrAN: .lY'ellj ]:hav~asked',Y?tt 'the pril1~jpaI611e,. '•.•.
•.·.·.,XMailr~que~ted ,tl);ecrth"f·)xithesses\vhoPTeCl)ded you t'.'·su~rpit. W~
,proposed amen,dmen,ts,awIXseethaty.ouh,!;ve donethat ill yo'!r pre
paredstatem~nk,'"
. 'Mr:'SHELTON. Yes; SiT;'"
'.... ,S~n,~to1;¥cOLliLLA""" +h~se.. flr~ ... the amendments h~rethaly6u
vvo:ukrreconunelld.,·".--:'{;'>:,:,-,- " _.' . -

Mr.SHJi)]';ToN.. Y~s;sir ..
S~r;~tor.J\![CQLBLL"!fF'Ai~d;you·.~p~n.thel'l"out•.and have' prepared

tlWl1vn tMe! aIl!\]lage y(}p.tMwl<; i'Ppr?ppat~.·· ..
]\.11\ SHELTON.l'hflli$correct,sil'. .', .> .
Senator McCLELLAN...V~ry good. Thankyou very much.

S.en..••. a..•.to....1'..S..cot.h..a.ny.·....'q.']l.·.es.t...i?..11.•~..~.. .... '" '. .S~natorScoTT. No questIOns. "
Sl)l1atorJl'(gCd:LLA". 'Well,thankyou,
Mr. SHBLTON.. Thankyou.. ··."
'SehatorMCCLEJ:,LAN: Mr. Quigley,Will you come around again,

l)I~~s". . u .. " . .' '.. .•.••• , •

STATEnN-'rOFJAMES' :M:. .QVIQI£Y,ASSISTANT.: SECRETARY,
DEPARTl\i'E!'tT OFll];}A.:LTH,EDyC4'l'ION; AND wELFARE; ACCOM·
PAmED BY MANUEL B. HILLER'-::Resumed .

Senator Scor-e. .I appreciate your standing by to enable meto get
'back. "•.'. ..•.... ". .•.•..... . ••..•. ..' .'

I had a few questions I wan:t.e.cl to ask,
I .. understand.frorn time to tim~theNIHgrante~s have invented

new chemicalcompounds having a potential value as a new drug. That
is right; is it not?
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to/<Q71est,i:ori_;SeH:()tl~]Y \vh_~t~i~~_, _,tll:~_:-~4'Valita~'es ;il?'f:;cdrisi~tencj;.' :1V~ii~.h
su:c:11 a: _gentr~Hz13a,_ :_~.rraI?-g¢p1ynt, l'riigl~t."pr9_'Tid~"wQuld, not -be, ?llt
w~ighe([ by W~di~itd,V;"I)tit!,e~;OIperl~~ps ~ven.indreserious import
are. theprovlswn§ OI8~ctlon 7{a) WlllCh",ould make .the Federal
I,,;velltionsA.dniiriistrati?ntlleagencywiI)cipaIly responsible for the
r~c~ipt,_s~orage:,' and cliss,~mill3:~ioll'6f_-Elcj~l}t~~e-~itd techni~,al inJor-'
niatiolld~rivingf'·ol11. res~itrchanddev~lopme~tn:ctivities of Federal
age118i~s'_a,lld"thei:r-_gnv~t~~'~ ,_~nd:' _eoilttiist?rs:; -!,'1?li~l~e,: already ,',Eiidst
oWa1!izatioI)s. respohsiblefor thecoll~ctioll~ildlil~s~I)linationof tech,
nical h#9r.~a~i(m_~:,·f?rexampl~;-~h'~ -$ci~itc~ i':I#~orlf'J.ationExchallg-e,
th~ QleariI)gh?use fo.r. F~d;eral S~ientificdnd ,Tebhhical Informati 011,
"!,d the~ati?haILibraryof Medi~irre.,' ,x~art from. the question'o,fthe
duplication of such' reso)lTeesand r~po~itorieS Ofil;fo")llaho,,;,th~re is
~ai~~~th~ q,lj.~~tion.whctll~rt!lepi:oyi~l':)lls'o~th~ ',ne'!-""lre.would r~~.,,]t
nrnn uIl,(feslrable :d~ye:r;~l<)n",. ()f'seIentIfic ,alld technical information
a",a!,froin' traditiorial s?ure~s. ""..... ,'.'"" ,. ..' .: .i..: " " .
'·Sectj6\;ii!by (2)·pTovides •~orthe ·ev"l\iat.lbI!'·ofis~lel)tifiete,chi1ical
illforn'i"tiorr ,availahlctb th,eadiriinisthltioilto detciihine, its prohable
"riPlic~tt?":J{]q?rhm~~qialll.s~s.in~h~~ev~lopirt.enXb(l)ew ,a.'nd,!J~tt~r
W?du~tsand ~d"aliciJd tecl!nol?glCal1liethbds ofpr~dl1ctlOn.For
oI)eG;oYernltfen£ageilcY. to assume the'rn<liluin'erital imderta~illg ,o(
evaluatipg tiJetesultsof all r~searchas totlieirs~itability for commer
ciaIuse~, at"sk "'!liehis nowp~dormiJ<lciniTl'adhocbasis by industry
a.tn1the e";tif&Sci~iltifi"c()111111uriity, woiil'd'b'e,pro\JibitiY';,in terms of
al'pr"priati?iisaI1'd the'manpo",er needed ltdJpeTfoTI11 such a task,
'. In "surrirriary;" 'Mi. Chairinarr;f ',ve belie{fe tHat'-'further_~~pe~te11e~
under, the.e"i~~inll" policieslaid d0>V!',in tl1C.Presid~nt'sstatement.is
desiTfLb,l~:';:',: "H~we~_el~, +f·?()mp'r~heli~ive·.1.~~isl~t~'6_n: !~,to; beenacted 'at,
this .tiniethechaiririap'sbil1, S. 1809, \viiiild in Oilfopinion b~the
apP~6pr~at~'yehiC1e,i-(itIr1'el}ded" ~~lo,l~gP\e ji~~~_s!s\l~g~sted in our rep9r~:.
. This,1I1r, Chai")llan,coh~ludes l11ysl1mm~ry,andI shall be gla,l to
imswersucliqu~stions'aSjOUln~Yl~ay,e .. ,< :",.":.,,.\,_ ,:.':': .:,:, : -".'

Sen~tor McCLELL;'N"' Thank, .l'0uveryIhl1chfor your 'statement,
1fTunderstand, you sum up yourpresent~tioiibysaying you do not

thil!k~ny legislatio,,;should be enac~ed right·now; that we should wait
for further~"perie,,;cel1I)dCl:the President's directi."e .

•Mr. QUIGLEY. In esSence; Mr. Chairman, this isour position.
SenaMr MOCLELLAN. That is,No., L, A.nd N o.zc--..iI a bill is to be

p,~.~sed,yol1 think~.}8990ffers th~b,estv~hicle. ~t,this. time, and,.l'0ll
would re~oml11end ltonly, though, if'.it IS~l11endeli, ' ' ..

Mr. (JUWLEY. That is correct,:Mr.Chai")llan..<, .
'Se~fttor ;MC(Jr.ELLA,1{.,',~orgthe lin~~ of yo~r: ~ll~geBtions.
Mr. QUIGLEy.Ofth~.threebi11s before theconimittee, we would

endorse-come closest to endorsing S, .1809, be9~usew~ think it comes
closest to the President's statement of ()cto?er.196;).We wouldIike
to bringit "vel) closer t? that. ,., ' ,... v.'.': '•. ,., • <, C -, ' ,.

Senator MoCLELW\N,Well, not il1st because itmay conform tosome
Presi~entialdirective=-blltit is the merit of it ",e want. What we are
s~ekinghereiswhapegislation is best. ,."'" ,.' .,.

While it may come nearer toconfO")lling to th~President's directive
than the otherb,ins~unlessyou wholehea~edly support the directive
and think it provides the solution and the best policy-if so then all
we need to do is adopt the Presidential directive.
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8;'1809 .

,.'.' ,As stated-ebove.. we, :endorse: :8.,·1809.:". However, 'to 'clarifYj~,streng.then,,;'and

facilitate the administration of the bill, we offer the Jollow;ing proposed-changes
or.amendments : ,_"'_'_"',", ,_, ",.:jj", !",',_ ,,,., __ " __,'0'

J.[;-In .severalrplaces ,S;',·18Q.9·:refers,- to tthe, agencY: head-acqutrdng'.for-fhe.Gov
.emment: "therprlnclpal-or exclusive rdghts", injip..ventiOlls~ '. O.'his:same. language
also iappears in the -President's.statement i01]:;G9.vernmentpatenl, policy, .andcer
tetn-esecutrse departments have construed jtrW~Jme:aIling,title iu:eyery· ca~e_.iWe

-thtnk .the .btll. .dntends this.expresslon jtobe.brcad :enough -todnclude title" but
mot. .to be •limited :thereto.-~-.,AI:so;':we do.not-beueve .that -the .Goverrucent-reauy
needs to acquire title to a patent in' order to fully protec.t:tlIePllb,licinterest.:'I'o
'clarify:the .meaning. Qf,,;t~isuexpression., and-:Jtoproyide:,ad~ql,late';'and: flexible
.guddellnes- for -the: 'various -Govemment. agencies; In promulgating.j-egulatlona. to
the' end -that-they wllf notr speakeonlv; o-f,tit1:e-; rwe:,suggest· that a, new .paragraph
'(i) be added to: sectton.z; ,after·,line.13 on, page 3,,:r:eading,·as -foIlo,ws:,n -,_,,' ,.',

(i) ,The -term- ,"Jh,e ':p.1,'inoipa.Z,or"emoZu8ive.,r,ig:ht8~', .meansl',but;withOut: limitation
-ctieceto.: either , '

1.'"Utle,:or _ _, ,. _ _ _ P' ",',i;T'i
2, ;eafOZ~i-8iv~ ,],ic/en,se,}Ubject to ,s?ction;3-_~ by-(3'») or"
3, an,'-utulivi.ile4-': part-'.mone:t;ship;:o!-'the;paten:t, .wU,,:"th;e" oontt',a:otar,-or

:;~k !a.;n,01teo/0ZU'8ive:'li~eme:'wit1i ·,tliewigh·tI to IJrant'f1U~licensbs; :Or :",'
5',', 'a' 'nonem0zu,s'i'V8'JUCi)M'e! 'with Jth'e'righ't sto. compel :the'grantflng,or licenses

"to'others'on'reasonab'Ze"ter-n-v8;i ':'ii:J»': i)I-,(i\: j;')

2: i
: Amerid-s~~ti-i:Hi i(c)TIHy;a'ddin'~" '3:ftkF:-tlte' .yard' ,~'~oiitrhCt,j' on' 'line'iO:'o:f'p-ag'e

~,;i ~v'h19'h-'It(tA,' ds' a: :purv ~8e' .'th'e':, ,&'oiiaupf;', 'Bl~f;$per-i;fjw~tci.i;:,:,a;e.v eldiiliie~'t', "01" res:ear6~
·':Y'0r1c~ ...: ":.i .. ·""" ,',~:. ,': :'".'."', :'·,':'-,·~.:·":i'.;' ..". ..',,,'
J:. ':,Tliis;,l?ropos'~d:i alrietti~m~~.t ,i~S :':f~ ::c'onfofm, tile )irst';'.:a'nd' 'seeond ~en.t~rlc~s:,'JOf
~e.ctioIl,~(e')' ;':inttto',c'o~forni'~d~,io,n,,2,~~:pwj.tli'.s'e.ctf~n 3 (~) ;.'.,'," :.: "'" " ':',':'~"::,'.:'

;',' 3~ ..Anien4 .. s.ec'ti0tl'?,(~H~·);,,;,}~nf,~: ::~;.;'I, J 'B;~i4 ,r?~:: ~\~.~~', ~~~:. :by',~e;~e,ting,; "or:,"}~y ~a
foreign 'government pursuant' to any treaty 'or other 'agreement with the -Govem
']l}.'~nfof tli~,Unit~cl,:St.b:tes:j,..':,'::"',,',':",', ''--':..' '. ", ;:' "':,"","'. ',",,:':' '.,," ',';:'
,,:'B~:~ati~e"cif·,provfsioIls .. ,in·...)cll~r:erlt::'bnater#r, ag~~,em~ii~,s: ... b.et~een ·.th~' ,Unlted
S0t~~j·a,nd -certa'in' ~ON~igii ,(l()llri~ri~s, ~he, p~ese~tlangUllpe ()f, section. '3(b) (2)
would' automatically 'c'onveY· R lic~Ilse .t(:i ,foi~i~ri' g,overnm,ents:,UIl(ler,.~():ntratitor~
,00;igin~ted,inY~.n.tio~s. wb,e~h~r, or',il~t':th~:. ·tthite,~ r~tates.'l\~ce~v~s"recIpr'o<:ar·dg-ntS

.fr()m' coIltbiCtors·to, foreig;n,gov'ernni,ents~'::'J;o'pu-r 'ki1owleq.g~ 110. foreign country
lla~. en:acte;'~ legislation' '(o(-tIH~·t"ype,proposedin: K'.1~{)9) ''toill1plement arlicle',V
o~.· th~' 'standard' 'llilateF~I:::ig;~eeIl1eIlt,:Js,~U'4y',N6'.,,24~.'patent.'aIid' TechIlical' .In
formlOlti0Il, 'Agr~ement~;' :~~tlI:CO~g;;,4cl',~es;~i.',' pUrsri.i'ih.~ .. to :~; R:es,'240, 19'60).
Heiice,aIly"fo-reign: 'ettteen :wpo .:0'Ynsll> U;~,' pa~~Ii~' '~an,asse:r~:it against:,tlle
'U;8. Government." \Ve ,beliey'e :t~rat '~lthel" t1i;~<u.s.'!a6V~l'nlne!lt'or the~onhactdr
should· receive a quid 'pro qUI} .. for.. sucl1.·.1iceit~e~·. Ta~h~r ..than, the '. Government
giving them .away a:8w()uldres~~t:f1'6~'~he':pre,sent)aiigua,g,e,__of,3(h)(2):.' .

4~. Amend section ,3 (b) (3)b:v'~atlClin~,aft.~r..the'Y()rd "il1~eIltion'.'.on ltne ...12
of .page.4,together UJiththe'rtflhF to .grant subUae,~~s,'th:~reun.d-f3r ,to'the ,extent
the contractor wdslegaUy'obligatedtodiT8oiat the tilrn,e}hf3c01;1J,trapt w~.a'Uiarde.i!'

This. is .merely. to permit th~ COJ,1,t~,a,ct'?r.t() :h()llor:.-his:~X-istiIlg;legal ooligatfbIls
'a:rid ~S'wholl? i,ri'keepingwith:the.'9:6v,e~1lD,1ent'~',oblectiye of'wprking tnve;nti()lls,
·5.·:Ame~ti'.section 3 (b )'(~)'bY' insertiJig! af~er the,' word: "~no~p:gly""O~l'lille,,12
of'page',6;am{J)"?ithint:e~t-'to'd:,etr:au,d~he:'Gov~ent" ",", ", . ,., .'" ',,: .'
~e 'agree :thatlf a 'colltr:a?tori·q..e:li-berately," and.' forth? !>llrpose.of defr:iudi~g

the, Governlllent. wi~hh()ldS 'a.,dis'CIQSli~e,"there,,sll01.11flje' .~. p.enalty. ',O~r'c()J,l'cern
herei,s that the J.lresent',hlIlg;Ua~e':~ol;1d.ibe" c:oiisthled,' bro'adly enougp.,to'-punish
an' honest'error or,a Ihistakeof jUdg0-,ep.t~:~'," .. '" ", ,.." . .' ,'.. .0;.. ....,' .:

6. Amend section,~(b), ~y.jn§l.eJ?~i!lg'.l(ft:erJhe:w;ord':Ih'¥l;ld",o~Tille'3 of'page15,
's7wll m,!1ceaU"pate'nts':a:c,q1lVrea"1lnd.i'f1: tTi~8', 4c~'~, bena.l!',YJf·t.he, 'UniteaStates
-tree1y a'/)ai.lable,-t() ,the gene.rdJ''pubZ'i~ :or-~,Tii,s':co1ltl;try.-d~.i!,."in'ai/,ditio1t. * *- *.' :.... '
, ,In ,lines'S; 4,'5;,'·and'~"S~~ike;:'an,'~x.c~u'si"¢'*':'*·*__ ·~f..the: ,United~tates",.a'nd

-sllbsUtute; lioenses'to .othe1's·.unde~ a,~~Y: :iiic~ pat'e1i,t~,.." c"""'.' " " .: .,""

The:,;for~goiri.g"c1iang~s to: 'se'cUoi~"'8 (1.>), ',:~(hill1, :Jllal;:e .this;.'billconsistent, 'Yhh
:our' view~ exp~~ssed.'b~ldw'()n.,tlle'·'~tib,j~c~, ,iJ,f 'tll~' :G.o-ver~lll~nt ....11avin~ .t~~le"to
:P"atents~' "." ~:; ,', >, ,~:::',L ,:': , '.' " ,:,:;_., ',' .. -,' .

Unfortunately. some patented inventions, particularly thb~~ 'r'equirlrig 'a:' :8tl1:l
stantial investment to adopt them for public use, may not' reach the commercial
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deeply. interested jlltlW/,subjeqt, ;w,holJave a .responsibility in .this
field, and who are ~xperienced!,nd,are.capableofgivingllscounsel,

Thank you v~rYlllu,h",j.jj,,;, :"""'/c,
Doyouhaveanyque<itjOlls,1l1r"Bl'~lln"nl . '" ./' " <,
Mr,BRENNAN. Mr. Quigl¢y; a;re"you ..acquainted ycithtlJe patent

amendment that was offered on the Senate floor last monthM fil .. ,596.1
J\Fr,:~UIG.LEY. :J:I.el};rt, :stroke, and 'Mw.er"yes ..Iam gen~rallyfa-

~Il~~~~,rJv:;Ithlt.. ;.:, "":;:,;,) ;)::::'J",i' ,,,< ;:'! ',')';::: -,;'- :"':O} j!,::)

Mr. BRENNAN. Did the Department sUppOrt:tlJ"t "men<jlll~nt,!
There was some confusion duringfhe Senate 4~\>ate aato ",l,at, the
position 'of the' Department.. was", ,q0111d, youY)arify .#li~. :fo;r, the
record i "'<',';_'" ':0....'.:." ... ',(,.:,; ':',:,:,'.1,; :,:.,';" '-'<~'..'.' v.': ',....,..'.. \\-:,:,- ",-.',

Mr, QUIGLEY; ,)yell, ,to t)la,t~nd"al,.d I hope :J:s11ceedcc-rthi~l)r the
position of the .Department. :IX"s,.th"tj if anamendlnellta)ong those
lines was to be adClpt~Q"this, aIllenQ,mellt, .as.it was sponsored .by. the
SenatorfromLouisiana, :lXas;acc~ptabletotheDepartment.: .This w.as
an amendment to an amendment, ,Jt)v:.~~,~:~qrk~dputJrcrwpp,e'QpgiJ,1.a:1
proposal by Sea,lltor LClllg. ,We.indicated that. iftIreS~nateal1Q,the
!;Iovs,e, 'Yereto '~q()pt a me.~,E?ilre ':~l.l(;)l}g:'Jh~s:J~l}:~; we, f,elt<,w{~ could.Iive
",ith this il1thl'se,paFt\c)ll\\r"r~"sof l',~~~l'q~l.:, -t- .: .v... ..'n
.' ,~enatoFMcCL!,LL+,,: YPI} ,j)'i}nt,tp sHRm~tt~fft, asan alne""pill~iftto
tlwt,or40;yo,u ,yp,Il,t,~?:E\l1~l1;~l,t,p-;:r~WJ,S~~(1X~t~~lm\1:;: ,,",.::",(i r;':::;;

'Mr. QUIGLEY. I think a revised version, because t1llnkIp,.9r~,,;~p::

prow~ia,tl'lytlfis:IX,!utdgCl"s,'ln amendment-to .S~l'll,tqF(Long'~ bill
rll.thel'tllal1 "S Nl aW.el1Q,me\lttqth~.cl,aii:ma,l1'~\>il1..• :J:)Ht qhin!>
somewhere in this.direqtiOl1 ~vpu)fl be the thrust of. ,a,ny. amendments
we would' suggest, . . . ..... ',,,;,.,,

Senator .1YJCC"EpA". I ",alIt .eV~FYCllll' to be ,fr~ to offer, tIleir. :best
NQ,gnjent on this, al1d.,~,asl11'Ip£1l1a,s(P,!ssihl~. . ,.', .... , ,...." . "...

Mr. BRENNAN: Mr. Quigley, do I' correctlyunderstand YO)lr"tateo
ment to indicate tl1a,t the I)~p"rtlfl~nt'sposition is thattlfeDepa:rtmeJit
f~~T9rs,a" ll1;a,~q.~tory' I'~ql1ii'el11,ent:, t,~at' Y9\1 l11U$t" acquire' patent, right13
m al] inventiOllsr:e]ati,pg topu])licI,te,aW,l.,: .' , .. .

Mr. QUIGLKY.l<q; yon .are notcQl;,.eptmtha.t, and I thmk tlus IS
where we partedicompany with tli~origil1al proposal by Senator
Longo.' , .' -.' ,,',;:,,'::':::": '. __ ! >;;:'

Mr.. BRENNA~ ..• So yOl] N~l1qtsupPO'i~il% t!l~l1, the amendment
that was offered ontheSertate floor.!, '.... , .. " ,. ,. .

Mr.QUIGI,EY. Ithink weiilciicll,tedthat if an amendment was to be
adopted to the bill, that inqurjudgment this was far preferijJble to the
origina.l proposal. 'I ~hink~oJ1T)s_sue,'\y,i-th;$enator Long's proposal has
been the mandatoryrequir~m~ntcc-d~pit~the fact thatusa general
pr,op()sit'ion, "as .,n general P9:1icY),~.1: :w:lr,,~.r~~~:pf, research, ,l1ealql" .and
welfare,we think gener"llytlus I~a.goOd appro>1Cl10"l)))t we think
there ought to!:>e eno11gl1.flexibility .within the Administrntor to make
exc~ptions in exceptio?~tlJ.c~ses,.the' Gove:rr1l11eht not ta-king title------lthat
would best promote the common good.
'" .Mr. BRENNAN. So the Department thenwould prefer. toretainsome
IneaS~lreotdi~c~¢tio;n3',',:, '", ' - -

Mr. QUI(}LEY. That!s,eor,ect.
-Mr.:,BllE~NAN;·,t~i~111~,Y01.h,.'
Senator McCLEr,';AN. Allrigl}t.TII"llk you verymuoh. If you

win submit the amendments to us here, we will be glad to weigh them.
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try.conducts itSo",n'blisiriess-70n. the'th~rytliaitwheneverindustry
goes to anothercompanyfor- a research' and development job, it re
quires that particular companyto'assigntitleto.inventionsandj>atents:
to the contracting cqmpany:. .This is not the general practice of in
dustry. f do not mean to saythatindustryneverdo~s this; but the
general practice is that it does: not require title. >And the reason for
this is averysimpleOilE>. ....•.. .: ': :. ..•. . '. ...•...

In th~ firstpla"e,.if you contract witha manjlfadturing company
for them to do some research and development work in their field, anCl
yo~ tell that company any inventions that they .make have got .. to. be
assigned toyou,weknowthat 'we'wi;]]pay>through the nose for the
assignment of those inventions; because that company is jnst not going
to want to assign these, and it is just not worth that muchmoney.

In other words, the main.interest of manufacturing'companies.is the
production and sale of goods. '.' It is to further that-interest that they
perform research and.development work andthe profits on such efforts
areasecondary consideration;. 'I'olsuchcompanies, the right to retain
title to any inventions they unightmake .infheperformance of", re
search.anddevelopment contract is valued: very highly, because there
isalways a chance, rio matter.howslight, .that an. important. invention.
having significant value to them in theiebusiness:willresult if they.
devote their very best 'efforts to 'the,;,ork.'. For this .reason, industry
wo~ldhave to pay such companies a'greatdea].morefor research.and
development:work with title to latents:tJ,an.dor. such work without
titleiopateiLltS:,i,,;:, '. ".' . . . .

Moreover, because.the Iikelihoodof anycompany' making inventions
ofisigrrificantvalue in the performance of R. &lD:is totally unpredict
able 'at .the time &ficontracting and, roccura·:rEilativelyl:infrequently. .
industry realizes that-in contractingfor lb&B; with, any: company to
which .titletopatentsis important.ut getsmuch.more for its R. & B.
dollar, and better.contractors-tooaifrif doesnotcdemand.titleto patents•
..So:•Ii.would say that this' staten1CntrthattherGovermnent is merely

trying to lnegotiate with business-on the, .snme.besis. that business
negotiates with.itselfv isnot. a correctstatcnieru, .

Mr: Chairman.tLhave-kind. ofskipped around.. L'have. not done
much reading. of this-etatement.vBut it.is.all dnthc record. .

Senator MCCJ;ELLAN'. yes.'.Your statementmay be printed in the
record in full. .

(The prepared .staternentofMr••Shelton follows i)
:',_ '" ',.' i;. .. " .. , .... "" .... " .. '.: i

!STA~J?¥ll:~'J;: pF.'·crr;n~:A~QsgAG,Ef}NJ)US·TI,tI;E&.,~S~90I1l.'l'ION;

. 'My'name :is'CharleS':L;·';Shelto:il. ,::j'}am.'direCt6ripatenf eeetlon,' of: the.Dntted
Adrcraft.C01'P';but: appear. today, ,represen,t~Jlg:tll~:.'A:erospa<!e .Indusnrles .assocta
tionof Amer'lca, .Ine. {AlA). -: I have.servej. as cllaiI!ll1an(}f,:the, patentcommittee
of the AlA, and preseJ}tly-~m~J1echa.irm.:lti-o~'tl1E;,;FMel'aLpatent policy:srib
committee of -thac committee.:," Mr,' statement lJefore, the ,,'subcommitte~ is. an
expression of the position of :the AerospaceIndustetee ~Asso6iationon'the.matter'
of,aFederalpatentpoUcY.',,>,,',:,; ,,',","',:;: ',";,: (;' - ;,

The: membership ,of . the "~sociat~on',ls: .;comJ!Qsed::.of ..~he. prillcipii manu
facturers of aircraft, spacecraft, andmissiles,as well, ee ~ll~.iI," ..Iw~erp'!a,n,t~,
guidance systems, and cOlllP:on~n,ts,. Our members areengaged-'.ir::,:c;ommercial
markets as well as in cont~acts with:m:iriY:'GoYe~nient.'agencies· and :haYe:~ad
long experaice in tlie;fi~ld:<of"rese:a~ch:and: development. ': Approximately one-
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.§enatorRussell;B. Long,on,theonec h'lIl,1,an<;l.t'1.,18Q9and' S.•789
IntroduGedby .SenatorsMcfllellan and Saltonstall respectively, on the
other." r"".<"! .." " "",,: i "'. ",,;, "

The Long hill is obviously based on the assumption that 'a iPolicy
of the Governmentta\<:ingtitletOl'"'tellt~Will not, i,n,',terf,e"I,'ema,teri,a,l"l,Y
with procurement by the various Government agencies in, making the
types, of.contracts.which care, necessary. to-enable them to meet .their
respol}sihilities in achieving themissions.for, Which they were created.
In ,thIS day and age when technological yrogress is so vital to the
defense and well-being of the country.fhis isnotonly a. verydal1geI'ou~
assumption to make, hut evidence already before this subcommittee as
well as the Committee on Science and Astronautics of the House clearly
indicates that suchan assumption is.wholly, nnjustified.

The establishment of a rIgid .Government-take-all patent policy
such as Senator Long proposes would, tend to.make industry shy away
fromGovernmentcontracts. ,," .

Senator MCCLELLAN. .Lam going.todepartfrom my usual procedure
here and ask you some questions as we go along, if you don'tmind.

Mr.,SHELTON.lwoul<;lmuphprefer thahsir., ,.,
,Senator :MCCLELLAN, You say a .<3:0'fernmeI)t-tak~-allpatentpolicy

would tend to,make industry, shy,.aw.g,y from" Government contracts.
If the Government payson""co,st~plusg"sis'Qrthecontract provides

for a reasonableprofit.for.the work,gctu"lly done.cand for what the
Government gets or expects to get,.why wouldcontraotors orindustry
shyawayl.I,don',tqUlte,un<;lerstand,,;,'! , ', '
, Mr. SIHlLToN..)'\~ell"tllis,.isbecau~e,. S~nator, in .cases where a,par
tlcularcompany has 'invested its ownmoneyin research and.develop
ment and has established a position in: a par.tip111ar art ,wi\h its own
money, and ifit 1118n tal<eS',a.GQvernm~ntcontiapt in which it is re
quired to give the Government titl~ '19~a*~I1ts.fot inyelftio,ns";hi.qh
are made under that contract, this WIll prejudice ItS comincrcial

\position.c. ,'_.' , ";"_""'" "'._ 0,,'.'./.: .,;,:,:';;,~t,
Sen",t0l' l\~()CLj<)I.;L;'iN, ;r;~tlIl,e a~k:Y{))'c~~is", ..... ,", ', .."'•.. ,.' '.
H~re is,aeom'panythata;]re~<;l.yha~lpat~iltthat is workable. The

invention wasdiscovered throughits"Owitinvestment.,
The company takes a Government contract and in the courseofper

forming ,t113;~,9oy~y~:~nt~optr~<?~__it ~~~,~,~:~,P-~~discovery O~} w~.ich
Its ongll1al patentl11tl~tl)eth~ b"se., '.. '.', ., '" .••., ', ,.' ...'.. , ,' •."
. Now, wh() is,entitredrightfu1'l.ytot~at .!]~wdi?covery-even though
the Government is 'financing'it1, The new discovery would bew()rt)1
nothing without-the base~th.e basic invention, so to speak, that was
produced by private investment altogether. ,'.'.'
,Mr. SHELTON.IVell,!et l11edear )'cpon~thing: The mere fact that

a contractor has a patent for which itself has paid does not mean t~at

the Gov~rl1men~,villnotacquiTerig~tsl1l1derthatpwlent if the. COn"
tractor takesthe contract with the Government.',

Senator MOCLEI.;LAN. 'What I amtryingto.dons !think this thing
through as best I can, is this. '., ,'.",. ',' . •

Here isa. cOIllpany thathas alr~,,,,<;lygot,a pr()cess that ithaspatl

ented.. The,<3:0vernmeJlt'~i'fe~ itljocon~ract forsometl1ing else, but
inthe course of performinathe contract for the'Gover!]l11enFit dis
coye~sa "'"y to improvethis ()riginal pr?cess that it has developed
~yits6wllTes9ur~~~amihj~u3b,~el1ius,ihg_<-,"" '
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SUPi?liers-:,,~h6'ca:lr/ch?(}~e,vl1ether or notto bid i on- a certain program,
andwho!willforg'o1'~spondingtoa request for proposal.oran invita
tio.n.."f.or. bid pa.rticularl.Y.i.f.t.h.ere. a.r.i' privatelyfi.na.need programs! to
protect•.•.. If Senator Long's proposals wereenactedinto law, research
and development efforts of a) large 's~gmellt of industry wouldtend
to become col1lpartmelltaliz~d into. Governmentand·commercial·proj.
ectsfor the protection of private rightsnndthecrossfeeding of ideas
between the two wouldcease, 'Thestart ofthis can ulreadybe seen
inindsutry today ?y the formatipIl of Government divisions; Ifthis
should 'become common. practice,' it would have a seriouslyadverse
effect on the overall Govermnent research and development program
and upon the public interest;' . ..

On the other hand, the :McClellanajldSaltonstall bills .recognize
the need for leaving each Government agency with the authority to
gHTe-prospectlve,' c?ntra,ct6r~"'el1()llghofan -]J~'centive' to engage .in
Government researchand' development to attract those who are out
standing in the field because of their own privately established posi
tions. Although thesebills establish guidelinesforthevariousagen
cies, they recognize the' old truth that one cannot legislate good judg
mentandtheypermittheagenciesto deviate from the principle of the
guidelines-in; the-presence of special 'circumstances;

History has many examples of the excellent Tesults which can be
achieved when the' Government and industry have been permitted to
p.-(<?o1-t~eir;reso~r~eSjn::acom~on:effo.rt,-~~ither:t~e:c~ntract~rnor the
Governmentbeingforced togiveup Its rights unjustifiably.

.In short, the! :McClellan and Saltonstall bills take into consideration
the very important .requirement of the' Government agencies, namely,
that they offer sufficient incentives to attract industry to enter into
contracts on' reasonable terms while,<at the same time, the interests
of the general public are fully protected. The Long bill, on the other
hand, in addressing .itself to the question 'ofgetting the so-called spin_
off-inventions into 'com;nercialus~,denies· the agencies.theflexibility
they need to enter into 'contracts. on reasonableterms in order. tosue
cessfully and expeditiously perform their missions;

(While we reject-the Long' bill, we.believe: that S.789 and S;1809
prol?ose equitable and-feasible .policies that would largely preserve
the-incentives ofthe American patent system and put such incentives
to work in the'public interest.,1Vecould subscribe to the policy' of
either bilk.. HowevervS. 1809 is patterned principally upon the Presi
dent's Statel1lenton Government Patent Policy dated October 10,
1963,and!therecis'evidencethat suchapolicy will work fairly well.
Accoj>dil1gly,we endorse Senator Jl;!cClellan:s· bill, S. 1809, and will
not-comment specifically. on.S. 789.. •..:'!

<Mr.'Chairman, 'wethink that S.' 1809,COlHd .be.improvedby modifi
cations which we 'consider to be relatively.minor, and I think I might
discuss some Ofthose.' , • ,

Senator:McCLELLAN.,Very well.. . .. .. .
Mr. SHELTON. ,The bin speaks of the, principalor- exclusive rights in'

invention. But it does not attempt todefins'what is-meant by that;
,Now, this is true also in the .President's' patent-policy statement; 'and

the ndmiuistmtion OI(thatst~temellt- results: .in 'that expression-s-the
principal or-exclusive ,rights~being,-in~eTpreted as-meaning title.
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hehappens fomflJre>a disco%:rYthahv()uldirllplementor Improve it,
~Ild has to,lJlakeit milabletoth~GOV~rrumlnt. ','
, .,Mr.' SHELTON.' 'Vell,ifhe had, 90lJlpletedli,is .inventionthat. he had
patented in tl;esense that he had actually reduged it to practice, them
there is nothing in these bills whichw9l:l1~saytliittheGovernment got
any rights under that patent. ",

Butsooften----,--,., , ", , , ',," , ',', "
SellatorMcCLELLAN.Not under 'thatoriginalpatent-s-but the new

discovery that impl~Illentsor improves it, whichwo,uld also be patent"
",ble~it would not have abase except for the original invention.

Mr,SIIELToN., ThatiseortecL , '< .' ,' •• ""
Senator MCCLELLAN. Who getS the original invention-s-if the Gov

ernment gets the new one under its contract, 11o,':Y ,cf;l..P the Government
usc it o~ ~nybody else use itunlessthe contractor has also surrendered
~~:is/;>!i~inalin"Venti()l}~ " _: ,,:.""

Mr. SIIELTON. )Vell,1 am trying toexplairrIiow the Government
can get ~ights ~I1d ar;a matter, of ,fact title to that original, patent.
i\.ndthis wollldoccur ill Inosteases wher~the research and develop
m,ent work per£or:medby that cOlltractor,~ndonwhich his patent is
based-.if that wo,rkhad notrer;ulted in all actual reduction to practice,
4ndI mean byth~t thatthis",ork hadnot been carried onto the
point where the contractor had actually built 'a devi""embodyinO' that
invention and had put it through successful ter;ts which proved that it
was opera!:>le fo,~ its intended purpose. , "
, Now, in that case, if the contractor hadnot ea~iedtheworkon that

f",r, if a contractor with thispatent.took a contract with the Govern
ment, with the title clause in it, he wouldb,e ,r~quired to assign that
patellttotheGove~Illent., ",' , "" ",',' .'," '.

Senator MoCtELLAN.Yes, I can Seethat~Iwas trying to give an
illustration ",here, the, patent was all,'~ady oper",ting, where he had
~h'eady taken itollt and the invention had been perfected so far as
makillgitco,mme~cial1Yvaluable.> ','"",, , .'

But .inperforming ",l)3:0'Ve~mentcontract. he makes a discovery that
makes, itevellnio~evahlabl~,and, improves the original inventio,l1.
But this discovery also has to be patented: And the original inven
tionis the base. ",'
" Now, who ge~r;thfl.toriginal pa~ent?Ddes0ieGoveriJnlent acquire
that, too? ' ' " ' "',

Mr,' SHEW'ON ',lITO, ~1:>e Government wouldnotacquire it.
, Senator MoCLIfLr,AN, ,Well, then, that second.patent. would be value

less iftheGoverllrnellt could not use it.. •• ,,"
Mr. SHELTON. Itwould not be vall:lel~ssafterthe original patent

had e"pired, .. '" . ..• ".....,. , ... .', .. ,.
Senator·M99iELLAN:vyell,. IJI.le~ldo~ the period that the'con

tractor was protected under hIS original patent It would be valueless.
Mr. SHELTON. It. wouldnot be valuelessif ithadutilityothertban

within the scope of the original patent. Btitif it was just, a narrow
jr(),p~qyell1,ent.Oll.:~..patelltedinY~ll~ioI;l~.;_",,:_;_: .. __ ".', '''. _ ,,',.'." ,','.'

Senator MoCrclTIr,LA". I can understand wIlY a,qontra,tormightshy
a\yay from a Go-:ern;nentcontract if the Goyernment ""anted res.ea"·ch
.d')]le. in •a, p~rtiq",larfielii, where. the. contractor had beeo;ne somewhat
.pr?fici~nt:init~~t)~~~thad; m:~cle?:oi:si<:l~r~bl~ i~:fe~t1nent and thonght
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lle' happens to l1{akea disciivery that wouldimplement, Or improve it,
~nd has tomake it availahla to tlia Government. , ' , ' '

,'Mr. SH.i'LTON. ",V"lI,ifhe had completed liisinvention that he had
patented III the sense that he had a9tually .~educedit to practice, them
there is nothing in these bills whichw?lllf!saythatth~Government got
any rights under that patent. ", , ",,' , ~

But so often--
Seli!(toI' McCLEiL.A".NotundeI'that()riginalpatent~but the new

discovery that implements or impro"es it, which:would also be patent'
..ble-cc-it would not have abase except fortheorigin~1invention.

Mr. SIIELTON, That iscorrect, ". ,.. ,,'" •'," , '.' .
Senator McCiELLAN; Who gets the original invention-if the Gov

ernment gets the new one under its contract, hCHV. can the a-oveh1l11ent
useit or" ~nybod:y,eJseuse itunlessthe contractorhas also surrendered
~,~.s:ori~i~alinventiorl?, __ ' ""',',, ,'. _, _ _', _,:

Mr. SHELTO:;" Well, I am trying to explain how the Government
can get rights and a~!( matter of fact title to that original patent.
AIidthis would occur ill most cases where the research and develop
Illent work perf~~edbythat coJltractor,andonwhich his patent is
based-if that :w?rkh~dnot resulted inanactual reduction t~ practice.
,4ndI mean b,ythq.t that this '"ork hadriot been,carried on to the
point where the contractor had actuallybuilt 'a de"iceembodyin:g that
invention and had put it through successful t":Sts which proved that it
wasoperable f()ri~i';ltendedpllrpose, ,' , .'
, Now, in thatease, ifthe contractor had n~t carried the workon that

far, if a contractor with this patent took a contract with the Govern
ment, with the title clause in it, he would, be reguired to assign that
pate';ltto the Go"er';llllent. , "'"", , ,',. -: ,•••

Sell~tor ¥cQLEL~~:",_Yes, ': T,~~n '~e~'"tha~I'\Vas tryirlg 'to. ':g:iVB', an
illustration where the pateilt:wasalr~ady0l'er~ting, where he had
~Iready takenit,ollta';l4theinveJltiof\ hac\ been perfected so f~l' as
lIIakingit c~mmerciaUyvahmble;d, .. .. ,'.'.', .. ' ." "
~, But in performing ~Governmentcontract. he makes a discovery that
niakes. it evel1',JriQ~e'v,9Jtttlrhl~an4inlpr~,ves_,the-?riginalinveiltion.
But this discovery, also has to be patented: And the original inven-
tion is the base: ' , ., ,

No""who gets'j;hatoHgIlla.l patent? ,D,oes the Government acquire
that, too ! " ", ,

M"~,.SIIELTON .,No,the Governm,ent would iiotacquire it.
SenatOrMcCLl;1LLAN,Well, then, that secondpatent would be value-

leSsi£th~ (}o"ernlIlellt coulf! not useit. ,', ,,' ',' '.', .:
Mr. SHELTON. It 'Would not bevah\elessaft~rthe original patent

h,ad ,e"l?irljcL ",,' ,"....... ' ,,' .' . .'.", , ,... "
Senator MCq"ELLANi Well, I lIIean for the period that the Con

tractor was protected under his original patent it would be valueless.
Mr. SHEf,TON. It, would not be val\,~I~ssifithadutilityotherthan

within the scope of the original patent. But if it was just a narrow
.~n?:p~oY~lp~entoYl;,~.:pateI~:te(~invel1t.19~~_", ,_,,':;;;", '" <,.'

Senator McCLELLA:;'., I ,can"qnderstandwh:V, a,contrastormlg-htshy
away ITOIUa Gov~~nmentcontract if theGov~rnm~ntwantedresearch
dpnein "'j)atticuI"rneld,where th~ contractor ~"d become somewhat
,proncieJit in: it-at least had made considerable investment and thought

" '. '",,,,," .. ', ,,_ .... , "-.';" ,,- .... :" ....', .. -.. ' ..: ,.. '.""""', ',"', .. " ,-
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suppliers-who can choose whether 01' not to bid: on a:certain program,
a.ndwho>yill forgore,sp01~dingto a request for proposal or an invita
tionforbid partlcularlylHhere are privately financed programs to
protect. JfSenator Long's proposals were enacted into law, research
and development efforts ofa larges~gmentof industry would tend
to become compartmel1talizedinto Governmentand commercialproj
ectsfor the protection of private rights, and thecrossfeeding of ideas
between the two would. cease.' The start of this can already be seen
in indsutry today by the formation of Government divisions. Hthis
should become common practice, it would have a seriously adverse
effect on the overall Government research and development program
and upon the public interest:

On the other hand, the McClellan andSaltonstall bills recognize
the need ,for •leaving each G?vernment agency with the authority to
t;iveprospective c(mtr~ctdrs:enollghof. :alli~'c:entive to engage: in
Government research: and development toattract.those who are out"
standing in the field because of their own privately establishedposi
tions. Although these bills establish ~l1idelines forthev",riousag;en
cies, they reco~izethe: old truth that one cannot legislate good judg
ment, and they permit the agencies to deviate from the principle of the
guidelines 'in ,the; 'presence of:special-circumstances, - -

History has many examples of the excellent results which can be
achieved when: the-Government and industry have been permitted to
pool .their.resourcesin 'a comm.0n effort, T,:either tl:ec,?ntractor nor the
Govemmentbeiugforced to gIve up Its rights unjustifiably.

In short, theMcClellanandSaltonstall hills take into consideration
the very important requirement of the' Government agencies, namely,
that they offer sufficient incentives to attract industry to enter into
contracts on: reasonable terms while, at the same time, the interests
of tMgeneral public are fully protected. The Long bill, on the other
hand,inaddressingitselftothe question-of getting the so-calledspin_
off inventions intocoml11ercialuse, denies the agencies the flexibility
they need to enter, intocontracts-on reasonable ter-ms in order tosue
cessfullYfl.J1dexpeditiouslyperform their missions.

While we reject the Long hill, we believe that S.7S!!and S.ISO!!
proJ;>oseeguitaple and feasibleipoldcies that would largely. pres.;rve
the incentives of the American patent system and put such mcentives
to work in thepublic iJiterest.:}Vecouldsubscribe to the policyof
either hill. ,However,Bi ISO!! is patterned principally upon the Presi
dent's StatCJ11ent on Government Patent Policy dated October 10,
W63,and there: is evidence that such.a policy will work fairly well.
Accordingly, -we endorse Senator McClellan's .bill" S. ISO!!, and will
notcommentspecifically on.S. 789. ::T:: '

:Mr. Chairmmi.,'wethinkthatS.1809:collldbeimproved by modifi
cations which we consider to be relatively.minor; and I think Lrnight
discuss some Ofthose.

Senator MoCLELLAN. 'Very. well.
Mr. SHELTmCThe bill speaks of tha.principal or exclusive rights in

invention. But, it does not attempt todefinewhat ismeant. by that;
Now, this: is true: also in the .President's patentpolicy statement, 'and

the administration' of that statement results: .irrthat expression-s-the
principal, or-exclusive Tights"':"::"being .interpreted as meaningtitlo. .
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Senatoe RussellJ3.Lonp;;on,the,on"r hand, ,alld,s.18Q;9and S.,789
introduc,edllYSenatorsMcClellan,aI)d$altonstall respectively on the
othsr.. , " , ,,' , '.'

The Long bill is obviously based on the assumption that [L; p,olicy
of. the Government taJ<;ingtiqet,opatep.ts will p.otinterf.ere materially
with procurement by the various Government agencies ip.,makip.gthe
types, of, contracts.which .are.necessary.to-enable them to West .their
responsibilities in achieving the missions, for, which they werecreated.
In ,;this day and agewhen ,tec)mologi,,,,l ,progress, is so vital to the
defense and well-being of the country, this IS notonly.» very d[Llwepous
assumption.tom,,:ke, butevidencs, a!re[Ldypefor.ethis subcommittee as
well as the Committee on SCIenceand Astronautics of the House clearly
indicates that .such.an assumption is.wholly unjustified.

The establishment of a rigid GOVernment-take-all patent policy
such as Senator Long proposes wouldtendto.make industryshy away
fromGovernment .contracts.
" Senator MCCLELLAN. ,1am goingtqdeparqrommyusu;,lprocedure
here and ask you some questions as we go along, if youdon'tmind.

Mr. SHELTON. IwoulclffiJ,lcjlprefePtlJat,sir.• , ',", , "
Senatorl\1cCLELLAN. you say a/}overnwellt-take-allpatentpolicy

would teI)dto,make;jnclustpyslJy;aW,[Ly f.rowGovernment contracts.
If the Government pays on [L,qqst,plus9a,sis"or the contract provides

for a.reasonableprofit.for;the>v0rk;,,:c,tu,,:lly dop.e,ajld for what the
Government gets or expects to get, 'wilY wouldcontractor» orindustry
shy away! ,iIdon',t,quite,undepst[Lnd,,+. '." '.' .. " ••
. : Mr. SlIl'llCTON.',~V:ep":tl,is.)is.becaIl~e,. Senatqp,inca~,eswhere apar
ticular company has .invested Its own.moneyinresearoh and-develop
ment and has established a position ill apartiquli],r art ,with its, own
m:qney, and if it the~l,t[Llws'aJ'hl}\err\'nellt'ooIltr'''ot i.riwlli~h it is :re
quired to gIve the Government rt,ltle to pa,te]1ts}o,r:, Invent:wn~,~hIqh
are. !l'ade under that contract, this' will prejudice its' commercial

.position.i.-r "::"'; ,',\}::,';'{'C' ":::I"': ,-'.Tc;·:\r::L(T~) ,J
Sell"tor l\1qG"'>lI:''t!'N'fH~tl11,eas.krY9\lt~is" .. .,.".,..•.,'" ,', ',' ;, ,', ", ,'.. r: •
:Here isacompanj' that.alte"dyha~Apat~)ltth,,:tisworkable. The

invention was-discovered-thrOlighits'owli" investment.
The company takes a Government contract and in the courseofper

forming that, ,gove,~!~~,so~tr~,9~,it, n:-~~~~: ~ ,p~~, discoveryo~ which
rts 0I'lgnnd pateI)twnstge,th~h,,:se,;;:'<. .,', .: '..,.' '.;,',
. Now, whois ent\tl~~rif\'htfullytO'tllatnewdi~coyery__ev~IlthOIlgh
the Government is 'linan6'ing'it1' 'The new discovery wouldbe>v?rth
nothing without the ,base__the basicillvention, so. to speak, that was
producedby privateinveStrnentliltbgethet. '.' , .' '
]YIr. SHELTON. )Vell, let me clear ,+ponething. The mere factthat

a contractor has a pateiltf6r which its,Mhas paid does not mean that
the Governwent,villnot aoquirarights under thatparent iHhe con'
tractor takesthe contract 'With the Govetnment:'. . . . ' '

Senator¥cCLE"'~AN. What 1 [Lllltrying to; do, as Lthink this thing
through as best Iean,is'tl1is. -- .'" .",.c' ,. ",,:. -- : ,<;:',::,"':

Here is,,: oOIl'J.'.any th"t)\as a.lrea4y;got .a, proc~ss tha~ it,has pat'
~nted., .}'heGovernmeIlt.!pyes it ;",oqntraqt for;s0l11,etlllng el~.e,; b.ut
mthe courseof performmg'the contract for the'GoverJCl'lIlent',lt 'dis
covers a way to ~p¥ovethisoriginall'r?"es~.thatit'hasdeyeloped
b.,yits6\vll:resoiirces_an41ras1Jeen:usi~'g.:,,~'~" '. ',' ' ,

" --' ','" ':"', -- ," --.: -',', , ,:,,,"'~,
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tl'y conducts itSownibusiness.2C()11 tnethlidrytha't whenevervindustry
goes to anothercompany for ,,:research and development job, it re
quires that particular company to assign titleto,inventions 'and patents
to the contracting compans:.This is not the general practice of in
dustry. Ldo not mean to say that industry never does this, but the
general practice is that it does not require title. And the reason for
this is a verysimple one. '," ", '", '

In the first place"if you contract with a manufacturing company
for them to do some research and development work in their field, and
you tell that company any inventions that they make have got to be
assigned to you, we know that 'we willpaythrough the nose for the
assignment of those inventions, because that company is just not going
to want to assign these, andit is just not worth that much money.

In other words, the main interest of manufacturing companies is the
production and sale of goods. It is to further that interest that they
perform research anddevelopmentw~>rkand the profits on such efforts
are a 'secondary considerl\~ion.' To.suchcompanies, the right to retain
title to any inven£ionsthey might mike in the performance of a re
search and development contract is valued very highly, because there
is-:always a chance,rio.matter-how -slight,: that an: important- invention.
having significant value to them in their' business will result if they
devote their very best 'efforts, to the 'work... For this reason, industry
would have to pay such companies a~reat deal more for research and
development-work with title to p'atentstnal1'forsuch work without
titleto patents. , r,:

Moreover, because the likelihood of anycOrl1~anymaking inventions
of significant value in the performance ofR. & Do is totally unpredict
able at the time ofvconteacting and .oocura-relativelycinfrequently
industry realizes that in contracting for R. ,&D: with, any-company to
which title to patents is important.at zets much more for itsR. & D.
dollar, and better, contractors-too, ifit does not demand' title to patents,

SoLwould say that this staternent.-thut-the Government is merely
trying to negotiate with business, Oil the, .same basis r that business
negotiates with itself,' is not acorrectstaterl1ent.

Mr, Chairman, I have .kind. of .skipped around. I have not done
much reading of this statement. But it .isallin. the-record. '

Senator'MCCLELLAN; Yes. ',Your statement may, be printed in the
record in full. '

(The prepared,statement of Mr. ~~eltOli.,follows:)

STATEME~'];'-·PE'·-,tHE•.A,FmOS~ACE,.i~DUS~RIES" ~$SOCIATI01\
M:f -name'is'CharleS"L;-,Shelton. -:Y::am.'{IireCtor;patellt section, of the United

Aircraft Corp. but appear- today, representing:the-A:erospacelndustries Aasocta
tion of America, Inc. (AlA). I have.served as,t~air,man,orthe,patent committee
of the AlA, and presently .arn the ,chairmail of the, Fedel'alpatent pollcy.eub
committee of that committee. " My' statement 'befor'e the subcommittee is, an
expression of the position of the Aetospace'lndtrstries~Ass06iationonthe.matter
of-a Federal-patent policy.

The membership .of the, assoctation. Is .eompceed cof the principal manu
facturers of aircraft, spacecraft, and missiles, as well as th~-ir ppwerpla,nts,
guidance systems, andcompDnents, Our members are engaged in: 'commercial
markets as well as in contracts with :maJiY'Go"rernnient'agenciesaridhave'~ad
long experelce in the:1ie.-1d:,'of, research .and development. Approximately one-
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deeply interested .irrthe,subje~t, ,~ho.have a. .rcsponsibility inrthis
field, and who are expe~iencedimdarecapableofgiving.:u~counsel,

Thank.youverym:ueh.. ,< .. ,!, !"", ii';'"
Do you have any que<itions,:Mr.)3re!1!1anl, .' ."," ",!,!
Mr.,I\RENNAN. Mr. Quigl¢y; are"you.aeq:ua\nte4 ,vi~h,the patent

amendment that was offered on the Senate floor last monthto S. ,5~6,?
..~1r.;Q.ulu.LEY.,Heart, .stroke, N'4Pan\'il,;+-yes"Iam gener,,)ly,Ia-

vn1)aqYltlpt..' ·"'''T''., ,,", ''i';! ,', ""i" ' "",i !',!

Mr. BRENNAN. Did tIle Department suppor;t'tllat."men4nwnt,!
There was 80me confusion during.t.he SenateAel,Jate asto vvllat;the
position of the I)ePar;tmenLwlls,;)0,o:uld;you clarify, ithi~.Jor,the
record,?!"."" . ''!, "::";,,,,,.,', """'"

Mr. QUIGLEY. Well, ,to tllat end, ,,,'l,d I hope :J:s:uceed7Cltllinl< the
position of the I)ep"rtment, "vas,,th"t if auumendment .along .those
lines wasto be a4<)J2ted, this).amen4menti 'as, it Wa$ sp()lw,or;edbjj,the
Senator from Louisiana, ",as,\lcceptabletP,tIre Department,': This.was
an amendment to an amendment,.. _lt,w,~~,:~.qrlt~cl'?11t-fr:():w gw;original
proposal by Se"'ltor),()ng.;Wein4ieateC!; t,llat, if,theS~nate;and the
House vvere to ,,4prt a mea~)U1e\llongt)1i~lhm, ;ye,f.elt;ve could Iive
~\th this \nthese,particu,l\lr"rg"s ()f r,e~ell:rsh:" "',' ,." ...: ,'.' '.' '"
',Sem\tPr:MCQ~!'L~+~.,'Y,o,\, ,)V,ll:l,tJ!? ~lfq~*t~a't; ",~ .an anwvmwilt ,to
t)1at,OI g,oyP,uwallt,t\) ;S,:U\>Pl1t,!,: n'vWe,~,.\jW,HRJfr;;,,, '.' s: ;, '

Mr. QUIGLEY. I think it revised version, because, I thmkmor;e,,"W
prop.ri"tely.thi~;;Y()I1ld. g()"~,Nl amell,4mep,tWSe1)."tp,r,ong:s, bill
r;athertj)an"s Nl"ine.rr4l).le,),t ) () tll¢ c!),a\m wn 's \>\1l. Jlnt IWnl!:
~mne'1'here. in' tN~ ,~ireqti()ll;would be,'tlle. t!lr)l~t OF any, ,,,~len~Ilrent~
we would' suggest: . .. '., '"", ""
'; Senator ,l\'!CCLELLAN. I want, .eyefjjpnq to !)e,£r;ee to offer. their. ;best

j)lqgn!",l,t on this, <tl}!l ..1,J.ea~ l",lp:ful,,~!ppssil>le., .. , '" .'. .. " . '.' . <
Mr. BRENNAN. Mr. Quigley, do T correctly understand yP:u"~tate,

ment to indie"tet)lat the DepaFt,ne1).t'~position is that tll,eDepartment
favors l1.l11Nld~tQrY.l'~qt1ire'1!,ent.tJtat,xoumust aqquire: patent, right~
in all inyentipllspelating «j. public health? •. •. .

Mr. QUIGLEY. !:to ;':fouare notc,o~,;e.ctint;hl\t,~1).V think this is
where We' partedcompany with We origin"! proposal by Senator
Long. ' ..,' ,"~' '_':'!:'::;:,'>,":_',':": ),;::_;

Mr.)3R]lNNA>ir Spyq1J,are n9tsuPPOPtili~, theil, the amendment
that\~asoffered qnthe Se1).ateffqor,? . .... > •. , ..•..• •... " .•.

Mr. QUIGLEY. Ithill.k J;Ye inc1ic"tedthaJt if all amendment was to be
adopted to the bill, that in 0111' jllqgnlell,tthis was f"r prefei·",\>le to the
original proposal, Ithinkwr. issuewithSenator Long'sproposa] has
been the mandatory ,req~,irement,--:de~pitethe fact thatasa general
pr,op()sit'ion" as 'a genera] P9,1~cy:,'. in 9pr,ar~I1'~, ofresearch, l113:~lt:h,"and
welfare, we think. geJ1er~J1ythisis.agood "pproacp""but we'thi1).k
there ought to bee110ug)lfle'Xibi1itywithin the.•A:dl).linistpator to make
exceptions in, exceptional' :c:~se~, the' (j-oV¢I'11mel1t not taking titl~-Jthat

would best promote the common good.
]\1[1'. BRENNAN-.So the Department then~()u1dprefer. toretain some

measure ofdiscretion ? " '
¥~~iQ,UI~r~~:Y.' '-rh~k: i§'¢,Q*r~£ ..
Mr.,-',BflENNA:N;·"'I'h~111(_yo1-1~::,,, '; .: ::_,
Sena,[orMcCLELr;AN. Al1rigll,t..Tliank you verymuoh. .If you

will submit the amendments to us here, we will be glad to weigh them.
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, 8;"1809'"

-'As stated-above,' we-endorse :,8o.,1809.:,~Howeverrto ,~iarify,:.'S~~.~l~th~h-,:,,~~d
facilitate the administration of the bill, we offer th.e:following proposed-changes
-or-amendments : ."'.' "',:,,',,_ :', , ..- ", ,"".' ",d'l; J, "" .:FJ. ;'-,'/C" ,"".' ,',i',;",:,'.': ';.'."'..'

1. -In .severalrplaces $;:,1809:·;'refers., to Lth:e, agegcy; head.iacquiclng fOl':the"Gov:
.emment. "the .prlnclpal-or- exclusive- rights'?; J:Illmventions.' :This:same-language
also, appears in the -Prealdent's. statement .on-Gevemmentpatent. policY"and;cer·
taiu -executdve departments have construed Jt:Jls,meaning, title In-every-case. i We

-think .the .btll fntends rthls '. expression ,to,'be,:brpad 'enough to '. Include -title., but
mot. to' be •Iimited.rthereto.'. ,,Also;,; we do.net-believe .that, .the.Government, .really
needs to acquire title to a patent in' order to fully protect- the, public Interest,". ,To
'clarify .the meaning, Qf,:t~isr;expression,and,:!tc} provdde..adequate-and; flexible
-guddeltnee: for' the -snnonsoovcmmcnt i agencies: in, promulgating, regulations to
the' end -thatt.they wtlbnorspeak-only; of,titl~;;,:w:e"sugge8'tethatanew.paragraph
'(i-)be added tosection,-2,:iafterline13 on.page 3,:'~eading"asofono~s:,· ',., .,',

(1) .The .term. :"th,e:p,rincipa,l :O'r.,eau;lU8W(3, ,rights,",means,<but; wUho-uJ, limitation
:thereto"eitlw'Y'" "I '

l;·fttle>tw . . . ,:'1 ,,(,i.JT,;j.i;,.,:;:

2•. emd~1i:Sw1 tlic'e~e,'subject ~o' .s~ctiO'n·3tb}~·(3 )','m;" ',. , .
3. .an')undivided/ part io'tu'nm·sh.ipi'()!-;the;patmtt, ~with"the' contr,aytor, :or"

;"4~" a ':noneme'lUswe', 'liOO1U{e:·With 'fhfJ;t'ight '. to prant i8ublicens&sj; or '
5':fa' '~iTJcl'1Mive-:'U6erUiei''Wit-7~Jt1iJiprignt;t(ji compel ut.d:grantmg' or-licenses

tooth&s:onreasonab'le"term8;i '_W,i'i"

~t,;:An1~ri&,"s~i?ii,~Cc'>,:'~.'b:Y;~ddhig:iafffiW~We(WO~d,;i'~~oritrttct;~,~n'lip:e'io,of'Jxig~
'2,' 'whitGhhas' as,-a'purpose 'the' conrJu.ct: '&f-:e}piiHmim.tat,;~de'velopnient, 'or'fe'search
':~,or~:.<,: .. :'; ",',"" ~':,'", '. ,,:: :,~"'. ,:", :;:, :,) ''- ;_, ~,'rj::""':: :,::': .;: ":,;' ,: .'.-;, .: ',' i; ;', :;,:",' .,:' ., .. '- ';",',', .:, ,,',::
',','r:rhiS'., prqp<)s~4:',a~~ndmen:~, :'18 to' 'COIlf,or.m, ;tJi~ .first;· ,'and' __~ec<?nd' ~en~e __ric,~s''pf
'~~ctiQl1 ,~( c') ;,'~d ~~'cQ~fo:rm'~~ctio~ ,2'(~l.w~th.s~:ctfr'n ?(3);,' ,,',,': .-" '" ,.- . ,,;'::, .. .":

,- 3;... ,Amend. secUon:'.3(b),:(~),,:.lillf>~'6;~'J,/-a114 8~ ,of;1?a~"':4i' ,by,deleting ,"or':liY .. a
fo,~eign 'government pur-s)la~t't~:.a~y tr~aty 'oF~ eth,er~agr~'~hlent'\Viththe 'Go~ernM
:[qen~.·of the United,'S,tR~s:".-".',:"'u"'. '" .....• , '''.' .' :.:' "'-:",'

.- ,";B~~au~f of"pr~'yfsi.ons,Jn':ct1rr,erl,t. :bil~ter~fa~~~~¥U~l1't~ bet~een: 'the' ,Unlted
State.s'an~ .certain f.o,reign' ,~ouhtri,es, the,pr,~se~tinngung,eof .sectionR(bf(2)
would' autornatlcally convey 'a~i~eIlse ,to: ,~o'ref¢ri' g():v~r;nmep:ts l1~{l~r ~diltrador
origin~teli, inve,n.ti0:l3:s.whe~h~r or. ii~~jh~flJhit~d jState's.:l~eceiv~·s' reciprocal ri'gntil
'from contractors 'to. foreigll.govern~ents~' :'Toolir'khowi~d*~no. forelgrrcountry
:ha~ enabted leglslatfon' (of Jlle·type p~()IJo~e(:1in' K'1~09),''~o 'implement article. V
of.' the' 'standard' hilateral .agreeIl1eIlt, :,(s,tlldy,: N6~ ,24'",Patent "and' TechIlical 'In
formation.Ag~~ement~(,~th:,OOIlg;,2d',s,ess. 1'purs~~nt.to, S: Res. 240, 19{)0).
'Hmlce,aIly "foreign citi~en: ",110,0V¥1lS a U;~,.' pa'~en~can,asser,t it-against "the:u~S. Government. 'We, belie~e.that '.either' tn;e'U ~S:.'.:Governlhent.or the contractor
should receive' a quid pro quo tor 'sl1~:11 lic'en-se~ra~h~F,:than .the oovemment
giving them ,a",ay .ae would ,resul't:frolll"(fi'e,:pre,sf;int IanguiLgl:l ..of 8(b)(Zr' '

4;' Amend section3(b) (3)by"adding ,aft~:.:- 'the .word"inv,eIltion'~.,on line,12
'6fpage4,toflothor with ·the 'riflh,~' to ,dr.a'it't 8i(,.bUeen~e.8:th~reu:-»:(z.or ,'to, the ew.te'/n,t
the contractor was leuaWy O.bligatodtiJao'so lat the 'tVnt,e,the con,traiJt was.awar.de,1.

This is.me!ely to.. perll1it the co~<tr,3,~t()r~0,ho::nor:'-higi:~xi~tin~'legal.01:iligat16ns
and ,~s 'wholly: in'keep,ing .·witht~e,'g-ove!!l~ent's',~biective o~·.wo.rking invent.~ons.

'5.'AlP-end·section 3 (b)'.(8) .bY,inserting: af~eJ:,.the' wOJ:"ci"Jt:n0wi:rigly" .on line 12
of page,.6;:an.d.withint.e?tttO'def'f',au.d~he,"G6Vl3'l"nn~nt~", ",,' ",.:

We 'agree ,that 'if a'c0!ltractor::drlihe-rately'ahd' fo(th~purpose.of d~fraudin.'g

the Gover:nm.ent withh()ldsadisclQ~u~e,' :t~er~-~hould be' a penaltr· 'OJJI"' c:oIle;ern
here Is that the p!-"eseIlt:langua~e.~~6~ld'be",~oI?s~rlie:d,'brotlJlly enougll t<y punish
nU'honesferror or a mistake'ofjudgrile:llt., ',__ .,," ,,", .' . ., """' ..... ,'. .,'

6. Amend section,$ (b) .1?Y.Jn~e~~i~g',i:(fte~,:the'w;ord' ~'h'ead",on Ii.ne '3 of p'age 15,
shan mo·ke all'patent8'iu;91/'irei!'1tnd.er ·thXs', ,Ac~'.on" ~ehaltof' the,Unitea States
freelya'1)ailable'to,.theuener~l''pUblic·Of:.tlii.~coun4rY,;an:a,-in:addition* *- *

.,'In ,lines 3, 4;:5,__ .:md~"strike';~~.~n'~,~~lusive_.,:>l<'~'*"(jf the, United States"and
'substitute; 1400nses to ,ot~e1·s'1/'n~e~.a,1tY'8Uo~p.a,tents~ . _

The''fOr~gOing" chang'~s to:'secti<?n·'B (1l), ::" ,!ouIll:lllald~ this;--,blll·consistent ~ith
:0111" view~. ~xpr~ss.e~:.'b~ldw"on .. the' 'slibj~~·.·.?f '~~~ Goverrunent .. llaving .·titleto
:patents.":::: :",.~:.~:';:'.": , ..,' : ... :,;., ·... c,,' .. ' .. ,,:, '.' '... ;

Unfortunately some patented inventions, particularly thbse 'requiring 'a :st1b~
stantinl investment to adopt them for public use, may not' reach the commercial
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to iqyestron 'sdH()usly 'whetlid(the aelvaj{h'ge~''()~cdnSiStencjwl1i~h
SU,C}l a,." ~en,tt~Hz~t1,.~~r,al}ge~'nYl1t iJitig~tt;::p:r9:r.~4~:, ',:,;p~ld :.l!()t ,',.~e ,,~:nl~,
w!,lgh,d by tlt,\d.l~a~yanta!S~~; .OIpe~ll~ps eV!,~illdresenons Import
are. theprovIs19I)Sof sectlOl~ 'i(a) wlllch\~().nld make the Federal
Im'llntions Adniiriist~ati9ri,theagencYPfincirallyresponsible f'or the
reclli1?~, storage, a11d diss,mination.Of .~cilliitifi6~itd'technical infor
nia,ii?l).' ~cl~ri",i¥g ,£r_?nl;~~s~ar,ch 'an~d,~~veloVlnei\t! '~t'.cti yities of', Fed,~i'ttl
agen~ies ~pd .. theIr. grante~s.arid.'contractors." There. already exist
or!l"anizations respQllsible for thecollectidp ~{.ld. ~lss~l1;linationoftech
ni~aJ" 'h(~~rIlia;~i(}li~: 'for, '~xainpl~; -the' ~ci~itc~")J#~~~n'l'~~i?n:Exchallge,
thll• 9111ari11e;I;()~se.fpr! Fll<fehl Sci!,nt~ficaliq.'I\\fhhic~l Inf?rm'}tion,
and thel-fatl.()nal LilJrarrofMedl~lne. " AJ",rtfrorn the; question o,~ the
duplication of suchi'esources andrllro~itori~ofiNormation,ther'll is
raiseci thllq,uestionwhether the prdvisiOlisof thenleasurewo):lld. result
ill"~l1_- ·ugg.e'si'l~~?le·:'etljTer~10n .. of :Scle11ti:~c: }1ittf,1:~Cl~nical informatiou
3:W~J<frRh{tr~~Uti9ri'9Jsourc'~,s.:,'.. ' .. ,'.:, ,:'".;', .,.::, . .'r! _.' :;',-' "": .' ...
.t>,ecti6!)''t(bJ(2) provides for. the •e~"I\jatibJJ" of·'scie.'0tifict~cI1ilical
il,.t()~IiI'}~i2,1~ya:na~1,t,? the~dJiliilistr,ati9!lt().~~~¥~Min, its wobable
~rplrS'}ti'?nJ<{S?p1m'1~Qlal.'f~,~s.lll~he;~ey,lopn:,ent()tnew.,,;n'lb,tt!,r
pr()ciu?~~}p'l! ,,\l;V~Ji?e.g t~c!}r:dloglyal.'P'1H}()4s ()fpr()ciu~tlon,For
On,(}PyerliPi~Jir'}gfn9Ytoa~s.'fPilltlJe.lP()';lPPi~.!l~al:mder~aklllg.of
evaluatmgthe:re.sult8of all t,searc~iLflto.thelr·sultab*ty.for commer
cia!us"s', a task \vhiclli~'now'rerrormed6rialhll hoc basis by industry
aM 'tile.e~tite~bien@ccdmPiuriity,woiird'be jorqhibi£iveip terms. of
apprqpria.tiql1stln;dthe'mdlipow#.riedcleq Jtt!,pef.formstich ..a task. ..• ,
. InsuirimaryiMr. Ohairmarr, we believe that .further. e"perill'1Ce
under. thee"istin!l" policieslaid dOl"llip tlle.PrCFid,nt's stateIiIent,is
d~sir,abl~;:!;·'Hq'Ye~r,e.~,':if.'.c?mpr~heJjsiv(3'},e~isla.:~~o'n,j~,',to:be'.-enacted" a~,
tl~is,t,in\'~ '. th.e (jh,~il'l~1#1'S .lJili,S.I$09,\v~@q)n :~{'r', o~inion,be.the,
arptoprlatevehlCl~rfaln~l1ded~l()iig ~h,lr\les'sP!l"gestedm 0llr reporL
"'1'h,is,¥r'Chairn1an;conchlde8niysumm~ty,andIshall be gla,] to
answersuclH-lu'estlons'as-you:m~Yl1~y,e~ '.,~,-",:., ".': ,:,,',' ,', '.-... ': ",'

Sen'}tpr MCOLELLAiN' Th~nk. you~erymuclffor yourstatenierlt.
Ifl understand,yousum up yourpresept~fioiibysaying you d() not

thi11k~nylegislatiopsN}iIldbcenacted rightndw, that"e should wait
fodurther~"Pllri,pcellnder the President's dire~tivll'.·.: 'Mr- QUIGLEY.. I11e~ence;M:r. Ohainnan,thisisourposition. ,
S~na~r McOLELL.<".That 18Nd: L ,And No.. 2"",-:If a bIll IS to be

p.a~~ed, YOll t4iplr.~.189.9offers th~~est vehicle'}~tWs Urrre, and Y?U
would reyoIiI11"end 1t,?nly,though, if.it 1s,}p111nd!,d. • .

':Mr:QlJ1GLEY: That is.cdrr~ct,Mr. Ch~iripan:." ,,
Senator ¥CO,.,ELL"'N" •i\;lopgthe lines of yo'!r s'1g-geitidlls.
¥r. 9UIGLE.... ()fthethreebills b!,f()ret4e~ommittee,wewould

endorse com.ec1osest.~oendorsing S.1809be9~usewe think it comes
closest to the President's statement of October 1963. We would like
t()brili!l"i~ "Ylln closer~? that. ..,.. . ..i'y; . ....

Senat()r McOLELL,\""We11, notj'llstbecause it may conform to Some
Presidentialdirective=-biitit is the. merit of it we want. What we are
seekingherei9wha~ legislation is best. . ........• ,
'. While it may come 11earer to conf()p'iling to th!, President's directive
than the other bills-c-unless you wholeheartedly support the directive
and think it provides the solution and the best policy-if so then all
we need to do IS adopt the Presidential directive.
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'ment,.wtacnwnr make-one invention 'freely a vatlable "to-all' :for'commercial as
w~ll as governmental p,urposes. -.If· A -doeenotr.bake the contract, its exclusive
'com:mercialpositiollc·wUl>.'b'e' preserved and .therexistence of the patent may
-enhance' -its- chancet:r"of':"getting "avproductdon <contract- -flrom the Government
after B 'has dev~loped the item under the Government-research 'and develop:ment
contract;-, Tn-au.y event,:1\:' can-recover- just compeu'SationI:rom, the Government
for: B's workund :also,.if-:the- Government production' 'contract 'goes to another.
In -~hiS,-type of situattoll:the-,policyof, the .Long bill- would 'definitely discourage
the' -qualified '., company 'from" takmgeheeontractrbut the inexperienced and .less
qualifiedcolllpany _~9;uld 'find it1essobjectiollable.'·.. "~lle'philQSophy'imlJl~cit~h;S;"l~99that the ,incentives';Ofthe·U.l8.'patent system
'should 'beexcludedfrom Government 'contracts' should, and must 'be rejected. ,

-a. 1047

This subcommittee is also considering i'047,-i~t~~d~~'eclby,Senafur'Williams,
to amend sectiort1498-'of-title:28-,-HnitedS-tafes Oode. >'<:',:,' , .

'llhe AlA presently opposes any basi-c change in the principles of section 1498,
and'-therefore cannot support S. 1047.'.· However, we do favor legfslatlon giving
patent",claiman~s e~l'~ier ,.acce~'~ ..~o" the cou~ts in pursuing claims aguinat rthe
'p'Ilih'!d''-:Stat~.sl.;' ,'For-:ex::fmple;;a ,.,pat~rit· '~~aimallt 'could 'bePelwitted,' .to-bulng
lSUC~': ill"l:iis' '''home" '·'di~triN~; Ol·,:'ci:rcui't, ,or:'tlre,;Oourt:of"Glain1's' system: could
'be'reiiHi,r-gea. t6':pe'rinif rli'ial ''before' 1a' e6illn1issiollet,' in Ithe: claimant's "horne"
-district:"- ,-- ; .... ,.",., {". "" 'i--''"'''" .. '::; '" 'n .. ' -

.' ':~lie'·~er'ospace;'-I~dust~ie;s'·cAs~()cHit1o'n 'apph~ciat~s,the, 'oPVOr,rnnity to present
'its "+:H:!'Y.siarid/~as: in, the past,' 'stands r~ady:'t'o'offer anv asststance deemed .neces-
·sa;l·t()i·:{l~~~~l~':bY',thls' S:t1:.bCdDl,~i~;·" .. ' :;'"" '> '" -'.' , :'-'" .,,:, ,-' :

,Mi ·siH~'il'oN..t~,tll~~e,a"e~ilyql.lesti9ns.,.twould behl),IJpytoHy
tonnswer-thcm,»

Seh~tO~l\1'6qIJl']Lt;A'N"',''We'll;Th~V'~,asked':YOtlth~ priltCipaloM',
'" J:)~ail reqlleste)i p),e pthe'i.' }yitn~~ses.w ho We.ceded yont,o 'submit the

.proposed amendments.andLsee that you.havedonethat in your pre,
'pared·statement.
. 'Mf: SHELTON. Yes, sir."

§ellato~l\1'c9LEHLA.1f" :rhese, "re. the alllen?lllents h~rethatyol\
,~oula'recolll1nen4"ii"" '" ." .
,Mr.SHELTON:'¥es,sir." . ," , " ..

§:enator 'l\1'lJCLEDI;"'1fi"Andyou·,spell theln i out and 'have prepa~ed
tl'i.e~i.ih.theli\Ijg]1age Y9J;ltlr'ink: appr()priat~. .. , .

,1\111'. SHELTON; Thl),tjs.correct, sir..", .' .
Senator McCLELLAN: ,Very good. . Thankyou very much.
Senat?" Scothanyques~i911s1 '.
Sen~twSco'l'T: ~HileBti()lls; .,. .',.. ,,' ....
S~natorJ\:[cCLEJLLAN. Well, thank: you, sir •.
Mr. SHELToN,Thankyou,,'"
'Sehator'McCLELLAN: Mr. 'Quigley,wiU yOU come around again,

ple"se. . .

STATEMENT OF ','JAMEs" M. QUIGLEY,ASSISTANT .•SECRETARY,
DEPARTJliIENT OFIiEALT:u:,EDUCAl'ION;AND WEL:FARE; ACCOM-
PANIED BY MANUEL.B. HILLER~Resumed . .

Senator Sco'I'T;Iappreci~teyourst~~di~gbytoenable me to get
back.' .... .

I hitda few qhestlonslwalitedtqask.:
I understand from-time to timetheN1agrantees have invented

new chemica] oompoundshaving.a-potential value as a new drug. That
is right; is it not i
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of 'rights to.the results .<>Itsuch research, and,a·,sl,1,lJillP.aty, of@J:j recom
mendations concerning .the.three.measures,unde» ,wn,sid:emtion" by; this,
committee.' ..- > .... , .. , .. _'\:r~i ;:';,o;i~', .,. __ ., 0;" ."',,--,.)

"AS'Yolbtre aware,constituellt,jj,gencies of ,thl' ])ep\\rtJJ:\en,t,en,gage
, in»ll:~d'suP;port, research.in the .life sciences; i3Pci\,l,sci~nc~s,'l1J;1e!,the,

physicalsciences.v. 'i'n' \.1"";-': ,",:")': ,'-,;,'.'" ,-T.·,:;,-d-, ~,::,;·(,,::"')'(i "C' :;

..'i'herril1jor ,portion of mprr,e;;".\\fGhis medical, "e~eirch.ll:1\discarriedi
out throughthe gran,t,mechan,ism'"athertllanthrough contrll:qt,.,' ,Also.,
a' .veryeonsiderable lim'olintofmedic"j research. .is, pa,,,i!'.d \lli\t, ;,nt;i;""
murally.in .such. ;facilities"as ,tl1e,·Natioilal; i+nstjtVtes ,,of ,H~ajth, .onr.
Communicable Disease Centers at Savannah and Atlanta",Ga,,,,'\\)}d,
the Taft' Sallitary-l'lllgiueeriJ,lg, QenterJat Cincinnati, Q,lliq,:' ,';rhe,total
research budget of the Departm~)}t:for(!is,cll:l,y~ar1~~15 :f,o,t,'tled,.$7B,5)
million, :.,,', ~ '.... "',' .'., ',',_' ..",'" "" .. ' .... ,.',.''" .;11 ,; Z. ",',',_, ,,..,,~_ -' ' ...... "';)_!)_""'~~

Consistent, with .the;oep"r:tment'~,statutOJ'J1;resPS)lls~hility,fqr, .the,
advancementof secienceandknowledge and ,the(1is~elllin'ttion,to tile
publicof the results of.research, it is.thegeneralpolicy'of,th~D,epar!,
mont.that the results.of.Department-financedT\l§earc1'\ should, bemade.
widely, J?romptly, ~Ild,.fr~.y!Y..~yailapl,e ,toother."ese.~rch .workers ."'11-(1
thepublic, by .pUb!)Cll:tlOn;,ani ,by rqyany,f,~e, IlceIlslllg .under pmt~c-,
ti:l\epatents or by ,.de.dicatiou f)f GoyeI)IlJlfeilt,ojlY,J).~d hWentions,thovgl;t,
our regulations permit, of. somee",cePtWllS,to, ,tWS,,,wherecthe,public'

in.te..r.e.st in..achievillg. the..". de.>v.!'..lopm.". e.nt; .a.n.d..• ml1.pti,,'fI... ·.."'PP.lic.ati.on ,.of
inventions -ean.best.bepromotedthrough other, llleaI)S.,' i I ,mightadd,
in this connection, that, our r~~atioI\s'?l1,t!lis,supjeqt,h,ave!,e~J;land
are under intensive review WIthin the Department to assure that they
are effective to accomplish the .-,vjd!'"proJJ:\pt, and free availability of
scientific advances to all segments of the public.

In this context, we regard the provisions-of S; ,789howi before this
committee as wholly incompatible with the Department's research
objectives'and one-current P6licies'and ptactices;,TThe ba'si,j"premise
ofithB'billrt;!;tat the ,Govel'llJIlent'shQv!dno1"Jll;t!!y 'a"'luire only a
nonexclusive, ,.I~censefor~O"'el'1lmelltalpurr)Qses '.' whereas the, con
tractor or grantee shall a"'luireownership,is at odds with ourconcept
that the taxpayer is entitled to the fruits of researchfinancedby tax
£rm,ds. Th.ose provisions cQntained,intlle billunder which the GQV
ernrnentmight acquire more than sucha 'li.cense.would notg~netally

be applicable to SItuations, in which our Del'ar:trrient Is likely to be
involved. Moreover, .the proceduralre(HJi,~errii)lltsin6identtci. gOy
erm~entala"'luisition of greater rights' ,,'t'~so.cumbeI'S0!lleastO ren
der Illusory the opportunity of the GoYernm~ntto acq~r\,'morethan

a license. We are, therefOre, opposed to the bi!HlJid urge 'that it
not ,be :favorably 'considered'." '" ,... ''. ....' ,

S. 1809, on the other hand, reflects, in::t!}emain,thecriterla.'set
forth in the Presidential 8tateIllento'n'Govern~en,tl'a.te1lt policy
issued. in October 1963/Insofarll/lit'ftoiildapply to OUr resear~h
activities, the 'bill embodies the principle that, in. general, the Gov
ernment.should 'licqn,ire,rights to inventions resu,ltinwfromGQvern"
ment-financedresearch for. the benefit of a]lthe'people and, of course,
we fiI'n1lyendorse th",t .p,.<>licY. ,'H,,\ye>ver;eyenlil'artITom certain
departures in thebillfrom the criteriacontained ;I) the President's
statement, we' believe that more' 'experienceuhdet· 'the statement is

) ,., ' ."" ' ". , " ,., : "
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PHS -grant (one of Jive, sourcesor-supportj.; was assigned to the :Unhiersity of
California under its agreement with the Pu})lic.IIealthService In-order-that it
may_.Issue _an, exclusive license,for, d_~,yel:6pment_of tile .Inventlon. It _issued an
exclusive' license for _5-yea~s_to-:Led,e~,le ',C01'p" ,''1'hi8 _invellti0ll .\v3:8 -covered,' by
10 patenttnppltcatlons: undervwhtch-u urcense 'was executed-to the Government
·in'1958.. 'Dheuniverstty subsequently, assigned -all of..Its -rights to _the -Inventor,
Dr. Penn, Whic~,assig:r;tment,iJl:tl1eAPtn~on,'oft~e,_pub1icHealth Service, was in
vioia,tion of its, .1953 _agreeD?ent _",ith 'tb,e)llli-vel:sityalldit institutional agree
ment which 'postdated 'pie 8;2(?) determinatfonby 2, years (insti~utional agree
ment' waa.entered'nnto March. 21,\ :i955)'. ;,After: "Conside~able correspondence', it
was determined that one application was stflf.pendtng.fn 1962; 'The University
0:1: California, sUbsequet;lt~:y,admit;te,<:I its:~rr~OF Inabandcnlng .tothe tnventorthese
'iIl,~en~ions 'yhich "they" S'()Dsidered. ~ortliless. ',' ,Sfnce, the. :iu:ventor had .Ieft .the
country and was then in 'India, ·there:\Vai': little that could be done to rectif;yt~e
error. Dr. 'Penn' had "licensed "the' Californta . 'Co'rp'.' ,for' Biochemical Research
on.en exclusive'basis' forlfhe>!ife; !Of' the, patent.:::There.,ts no:dnforanationfn: our
fi~e with regard to ,eith~r r the _~omll1,ercial,,developme~t,.,if ~,aIiy,-of "the. !irug, .or
it~,·fffectiv~ne~s.,: ,.:;, ." .."':",",,,,' "",' "-:",, ""'::),',,.,,::', ,.:,:,:,'''" :i:":' .... ,,:
,',',' 2~: 'Ori S.eptember26, 1955;,~n,Invention ,jIJj6,~,~oise1\:mplifiei'sfoJ,"Us~, in,~·Ray
Screen 'rntenetaers or thet'I'elevlslon' Type-'System 'for the' Translation' of 'Int.elli
gence at Lowgtgual- to.:Noise: Rati9s~':.was,'made'jat .Johna:Hopktns.Dnrversitz,
,vith~ome sup])prtir\)m;~ PH,S ,graH~,by ,P;1': :JlusselH.,,:Morg~n','and :-Rillph:E.
Sturm. 'rhe.c~I'cuw,st:an?,e:~,in,tpisc:aS~twel::e;llniqu,~:'.,,! :':\:~"::" "",'
": (1)" 'I'he inventors'haei'·.been working ,on' this tny~nt,iop.over l:l long periOd,of

time while' pursulngtgraduate' and 'postgra~fuate'work; 'contrlbutlng much of their
-ownfunds priorto:PHS,support;'

,_; '}(2) Alth()ugh"si.?,ab1~{ sontriblltions,!yere:' also "m~4~'by .the :'uniYerslty, the unl
';V~:rsitydid:,nqt, wish to ,adnlinister the Invention. and felt that equity called .ror
assignm":nttot,ll~fnvelltors-,,.'.:,. '" ..' ,':.", :"", .. ': '. ,',.,,' :,c,,:',,

'f3} ,Patelltingand' exCluS,iVity: were: necessary to :priilg this' complex .scientific
dtscoverr: to the snarket.: :,Attempts"to' 'interest 'several commercialorgan'izations
in marketing this Invention, useful Jnhospttals and other medical agencles.iwere
lIDSj1Ccessf,ul.:, ",:, <.,',:, : ,,","., '",' "",(" :.. ':,:,", ,.,";! ':, ...........'::-.,/

(4) ,Additional '~xp'ensive'de'velopmental 'work \v~s, .I'eq~iFed, onthi,s.·cO)J1pl~W
electronic device which would be, underta.ken,only'bY<someorteassured:of Iorig-
.term;'exclusivity~,> '. ..' '

A determination waa.made.bythe Surgeon, Generul.onSeptember.za; lQ55j-and
amended on November 18, 1955, permittillgt~ei~lV~ntors to .retaln r~gh,ts· to the
inv:ention .covered br t~o patent applica:ti0lls and. to sen. or license the, patent
applications to a commercial corpoi.o'ation',whichin this'case: was Bendix i\.viation
Gorp., subject to conditions' that 'may be.tmposed by the-Department of'Healtl1,
Educatlon.. and .. :Welfar:e.,,:The ,:Govern,m:ent .reaerved.sa .license (nonexclusive,
Irrevocable, and .royalty-free for 8.11 gov:e~nment~~,:purp~ses)., Itiapproved .the
agreement 'between the Bendix Oorp. and the inventors which inclll<i~~ aIllou:t;lt
of, royalties to be charged. ,. The GoverIlment required that.Bendix Aviation
Corp;,after.l0·years:from April 5~'·1955,' 'makefhe inventionavaila'ble through
nonexclusive licensing of other manufacttrrers In-the.flelds of rnedlclneand pnbltc
health, th~:P?YlOl.lt,i~s,not,W~xceed:.5, perc,ent~:-,:B:~dixagree!l:,to.give priority to
development iII t llese fie~ds. ,.,.If, after development .or the .lnvention to. the point
of' utttttvand-satisfactory .quality;:Bendi:x: could ,not.me.e:t,the .. demand, ill ..aIly
field, it would 'be required to nonexclusive:lylicense:other;qualified:manu,facturers
at royalties not to exceed ji percent. .:.. No royalties -were to ne included inthe price
of any sales to the Government by Bendix or 'byany assignee or licensee.

3. On September 8, 1959, a determination ~~smac1e to assign at;l.invention
entitled "Air Pollution Testing Instrumen~ for,,¥e-U'su.riIlg Pollution, in Gases"
invented by Addams, Koppe, and· Dana·lmder·'an· airp611ufion c'ontract with
:'y~shingtop;State .Un~yer:sityN, th~ c~ntr~.ct(}r, ,f()l' developnumt,.upd, administra
tion... It was, propos~d. thft ~ tl1~ colle-ie; "",()ulcl give: a. 5-year exclusive :license
to an interested,. reliable,mal1ufacturer unde~;:terms,Whieh "would. insure the
continued and rapid prodllction of a satiljfactory' produet).:Atthe termination
of the5~yearperiodlicenseswould be uavailable" to allmRnufacturers on a non·
exclusive royalty licensing hasis:" Subsequently, the college concludedtllat
patenti.ng .. ·wo~Id. 'be uneC;()IlQ;r.n,~~a.l ,and: the, invention.-beca;me, unpatentable as a
'result· of its prior publication. A supplemental determination was written re~

fleeting the situati!lll.
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illiposeitS.reijciir~Jilehtsohtdp·b':f··hi~ 1Vo.j,~.·t1f~t:,1fAA,*lr~~ilYji~.eIl'dr>ne
at thep"'lva;te expense of the; ,partlCular"c.o"tra'ltor." 'rhe,co!1tpf't
niight'be'for'a"very'~m~llalnopnt; '.' 'A1nd,if'he we1'e'wgiveup his
cbtrulierc~al r-ig~~s'~or :arer.J: slllaltconsid~ra,tiol~r~ would, I a,.m sure,
thilJ.kt"'lCe,a;br>utlt, a;)l(1 hIS board of dlr~tors would be quite con
cerned about that situation, too. But in your example, I do.not think
that there would be any doubt but that.the pest talentswould bo applied
totheJob,." .. "."'", '. ,..'.' ,,',:' c.: "'. ,,-

Senator BPRD"OIL .Ldonotthinlr,~hatany segment of ,Arrierican
busi!1~ euterr> into. a contract, let us say, at the cost of '7 percent~at

wouldllbtdoitsp~tju.sTIchasit~tioIi· ' .. ,: •.' .... '''' ..'>, .•..••
:Mr; MALLOY. Lwouldhesit~te to say, th",tthey would not do their

best, because I do notkn,owthat this canbeproved one wa,Y'qr~e
other.. But in that: situation aparticular contractor, for tlle reason,s'
we.have stated, .may not want to enter into the contractwith us in
t.h~first place. I think that if he did, I would, certa,inly, not want
to say that .he would do less. than his best, except in those situations
inwhichhuman naturemight, t",ke a hand a.iJ,d the incentive would
be against,theapplicatio"wfthe best.ideas, .......•. .." .....,.. . ••

Senator BURDICK. A transaction for research .and development ina
contract is ",t,an.ll,weedupon figure, ordinarily] . "

Mr JI1'A;""oY Xes ...." , ." ." ' .:'
S,,';afurJ3pRf,roK.· ':J;1~at.isa;,jllcentive in itself, i~itn'oti
Mr.]\fA"to,Y·What·istjrat?. ",," ,'.', ....• ..:
Senator BpRDIOK. That is.a .pieceof business in itself,?
Mr. MA""oy.Itcertll,iuly is. - ,,' .. : , '.'
Senator BURDICK.. Which most Amerioan business would honor

and perform? ,"_ '" ".... .
Mr. JlfA"WY., ,Yes, sir;tjrat,isrigl1t. .",."

·Sen",t(}rB"[JRDlqIr.I)o you know .of. any instances in the. Defense
Department where ,a, contractor has refused to. enter into .a contract;
where he was,(lenied patent,rights? ,i. ,. " '"

, Mr.MA""r>y.N0, SIr,;I know of no.such- instance, suppose that
in. ,our.e,\perience tha,t jras lisen true. more, pecausewe have not had
in, the.past a policy of. takiIigtitle. We ha'IT"I~£t title, to .inventions
with contractorsand have not really had .tlje" Woblelll"so tjrll,t. weare
looking. ahead, really ..and Speclll",tmg,as., to' what .might happen if.
there is a radical change iri:tl\e;pa~tpolicy." "'" ,".. .'., .. '.

Senator' ,Bunp~OB:' Tha,f~s, If.speculation... B]1t,according to.history
and.facts.therc.hus notbeena\lybody who,jras@£Usedtodotljework?
-:Mr. :MA"JAY' I, lr,np,i .of none" Senator-Burdick, I.suppose that
tperemight"b,e~pwe,))l~tilfs,a,generalitythishas not been. a prob
Ieminthe past ,Wlt];t t)1e.peplfJ'tmeut. ,;., > ". '"

Senator BuRDICK. Well then, the closmgquest"ou,,,then you think
that the taxpa,yersin tPi~)'Wol*~itisjusttpatsilllple,is it not-e-would
notlose i ", ..... U )".' "",j ; .... , '. ',,',

. Mr.MAr,,,oY.,Senatp~:Burdicli, I·tPinkthat,as\j'ith all of the ques
tio~sthat:arepeforeusin,this consideration ofpatents, it tenus tobe
!':v, ov,:e.rsim,p]ipca,ti?li;',. I;,th~lih; ,~~,tthis "is. .the.,easlest,thip.g.to,d"
l!1,tJ.VS field..r I thl1lK that, Is"pQ,¥,"bly, one,. ,becanseas I indicated
before, it stands on certain presumptions that are not necessarily true..

Senator BURDICK. Wb",t is the answer to my question then?
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. Senator Se0er!' No\v,I uiider~tand that NIH in the grant applica
-tion that 'each investigator. must fill out asks for detail and specific
iilfdrmation-"A1I'other'reseatch support." The investigator is asked
to state the title-of his research project, the amount, and the amount
of time he is spending on' the project. Now, this is question 6-B
on the grant applicatioh.",' ,', , ' " , '
, If you have been obt.iiiling,this 'information: from all the NIH

grantees, could you' not run this information through one of the
Department's'coinputers'aild give-us an answer to that?

. Mr. QUIGLEY. Probably we could. Offhand I know of no reason
why we-could'not., " " "

Senator SCOTT. I do not know much about computers, but I am
prepared to assume they can do almost anything. .

Mr. QUIGLEY. 'I 'think' we will move forward on that assumpnon.
If we prove to-be wrong, we will be back to say it could not be done,
for whatever reason:' "c'

Senator SCOTT. I think it -would be helpful-i-to determine the ex
tent of multiple sponsorship 'of 'research in the medical field, measure

-- .- ,-- -- ,; " ,-'", ,," - , ,"",' ,:!

1..8

'100.-0

"';,':-"If~
., '4.'1

private foundation, in .which case it would be unfair and inequitable
for the Surgeon General to exercise the Government's right.

Senator SCOTT. That would indicate, then, tha't HEW believes these
other groups, if-they help to finance the cost of an invention, ,would have
the right to-share in thepatent: ,

Mr.QuIGLEY. Very definitely, Senator, This is not on policy now,
but asI .indicated,'()Rr)~~g,~~atiQ,~is in this ai'e~ ~re under revieiw. ,""

Senator,SCOTT.: ,Do ryou.have. ,any, .information..even Toughly, as.to
how many NIH grantees 'also receive ,finallcial support from non
G{)verwri:~ni:..~puJ;'c·eS·~!:·,':", ";'~,:': ",.' _', ",_: '<,:->,;" ',_,_ :'_,.' _, "': .: :,','_ ',' ,, ..:,"'.:

Mr. QUIGLEY. I do no);, kn'q,,, that we have 'any such figures, 1£ we
have, we would be happy to supply it for the record. '" ,', '

In my own judgment, I'think it would-be a substillltiaI number, ,be
cause I tjli11k s,?rile 'o(th~:better researchers are likely to attract S~lP-
pert frQm,a"yarIety ,ofso\1rces., ' , ,

(The informations-eferred to follows:)
-..';\y~Jik~~;M~Hi~_t~~,,:,~i~: i#~df#~t,ip,n~};~~t~:'iu_,: q{les~?K'~~~'~" o(,;t~¢:: )?~~J.i,b
H:ea:l~h:. _s,e,ryi,<;ei,apP~l~~tW:1l f?rIl! ,398,., f:r0pl _' the, .. 3,461 3;ppl~cah?ns revlew~~, py
stttdy :se<;ti(:m,s5AJl1~;J"up.~, fc:v~le,.".:TWo,exclusions :wer{( trJ.,ad{(: sUPP9,rtfroW Jh:e
"own .ilLSt.i~uti9,il':'.of :fh.~:!iIly~~(~g:,ator:, and. ~~ppo,rt:,j'rPIl1':F,ede~ill, ~gellcie~.", The
data, therefore, reflect 'the p:roPo~,~oIlofjnv:e,sti.g~~9r~' ,w~o,,~a:ye', te:searc,h",s:lip~

p()rt from ,;others",,fluet. thAll"his:, own 'eIbployi'qg" i~"s'titllti?~'" 01',. Ihe Federal
.GpYe~·p-n1,~I,l.t·"'I;: .':",;i:,,:,;;~ ()'.:;'J'\i,:d.)·:-:" "".,; ;i~:" '''''';;:'',''''';:T' -;d <":-i;" . ",

",'-' ',:- ii" 'h:.f:1"ip,r{p,f1;l~j'i1:y\e$Jj'f!a(cr!"~.tqt,h,::()~~~$'l~C",i9,1tPP?r t ·
,'" ,,",," . (
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.t~se"rch·",ork.·0()illtJitn.rJ3!has' h"d!~eHs jof,e\tphi~li~tin 't\i'1s')~ar-

t~ci1"f/~hier hi~t~?ih1~i~~Mfddi~ttri'i~~~~I~e~a~rb~~{\r{hritth~~'~~
a.evelopsOlnethmg; '.They do mali:eafiridihg.. Is.ittr~einthe.com
mercial 'wol'ld that fomp~n:rA.0btains,allof. the pate!!t righFs!"
,".Mr.M:ALL()Y..It is llot 11earlja~clear as to wliati~thetror'inajiHltC
tiye, betweell. t~o '" .?Cl'rD1qrcial ',c()nfern,s. ill, the .•situ~tion'. :roll" have
.de~cribed.·· It is myunderst~nding,actually, th~t, thq moreusllalprac
tice'W0llldbethatcoInl?any A.wollldlloF.askand not refeivefitlq to
.,inyenti()ns.4isc(jvered in tliq.l?erfp~lJ.la,!:cq?f.Fhts.contraCt. 'Thi~is. by
no means ~nacj'oss,the'board tYl?eof conclusion, , .' •... .. .' .'.' •. '
• We madea survey sdll1e years 'a~o, Ibelieveit w~sfortheSena.te

Small Business Conimittee,an4 found that thepj'actices ()ftheDql?art
mentof Defense coritractorswefeprettygerierally a~ainsttakingtitle
to patents in your situation; but th~t there were.some eXfeptions.
Where company A was intimately involved itself in thq develppnlent
of the .l?articular iteln,lia4 invested .alot of its o",nkirow-hmy and
Il'l()nqy;t~~riit Il'light ~skfo.rtitle in tho~ecir9iJlJ.l~tan,qeil· .•....•.....•.•.....
•" .SO'toSUlllllptliegenerahty, as I undertsand'lt,11I c?'rjuefcraltr"trs
acti()ns, the c?IJ.ll?a,ny placirigthe rqsearchcohtrac~'dOeS llotrequestor
get )iit)qt,otheI1~tqutstli"tarq devqlol?edliY theotli~l'c()ncePh.Thi~', is
because c0'rlJ.lerflalsollll?ames are notnor'r~l1Ylli~he busmes~.of in
:qnting fo~otlie"c0rd]Janies,Tliee1mel?ti6n, rg1Ie~s, to thiswould. be
c0lJ.lp~nies thatarq. ili~trictlyresea~chbllsines~~the:rare IDFlie'busi
ness ()f\Iiakillii theifta1ents "yaibble to other cdrp'(jra)iions and have
noobj~cti()ns",hat$CJevei;togiyingup titlqs to.any inventions, primar
ily beci1tlse~he:i'~~enot in the business ofqxplciitiHg'thein.'
' .. Senator ' BURoIClt. Maybin did not makemyse1f,c)ea~;'Thisisa

case where CO'rl?a~YA.hire~,o~ fontracts ~ith: c~~panJ'B Wdo re-
search ",orldor companyA. " .. ' ...•... . . . '.. .' ..
, Mr;WJ':LOy;Ri"hC"> ,....... '.. ..') •..•
c. 'Senat()r!'$#Di'cf,Tliqy l?ay.thetIi under the'co#traet:·. Tsit.~our
te.Stimonythat bonipany A does not retain the'IJa'telittights1 •.
"'Mr.MA£LoY.N'dtilormal1:' ".,. " ., . '.'''' ."

Se'nat&flltrRDlci;'NotnoJ!Jally'q<r '..

'Mf~r,LOy,yessrr.'d':."
Benitor BUnDren:: That 'isnews: •Tllere'hiis ~eritestiinonytothe

CQntta:' "<""""'.," '.. ".
" AJIITilit, y6u .t~ti6:ed her" a fewlIlinuMs 'ag6tHatunder 8.1899,
the public interest 'iVo\ildsufl'er most,'hecause th~rqis~ota yroper
balance, ]'s t~at ~hat ~ou.said?On.S: 1899were'adoptooand.itlI
patent rigl,rswent to the Goyerllnlent, yoil said thai the pllblic"",ould
~ufl'qrmostb"call~fitwa~not .aproper hal"nee of equity; •. Let.me
'caII ydur.ltttentron Hi page 21, line 20",,-you have a copy or S: 1899
berore yd

ll
1. '..••.....•. '. . .. .. .. . . . . . . .

:Mr,::¥~~ior·: -Yes'" s~r7'-", ;' _,', ,_ ,;,'._:, .
'. SenatorBURDlci; Let me read it. toyoir: .•

Under such regulations in conformity ~ith' :th~<',~;ph_~ioD,~':~~it:~l~' 's-~ti~d'~£th~
Administratol.' shall pre:scrib~,:he ,may waive..alrnr'any part. of tp'e',proprietary
rights of th~-·United gtatesurider-thts actw,ith>respect to' any: fnvention which
has been made',by. any -person or' class' of persons, fn. -the 'performance ,of .any
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Mr. QUIGLEY. And Lthink rightly so, It does .notstrikerne as the
fair thing to do. As I say, it does not particularly involve our De-
partmenc.andits mods.of.operating.. ',' g,,; ,'>Ci i

Senator SOOTI'.' You' andLhave-been.engngedin many perilousop
orations iover the! years; .and. Twant toth,nikyoi;lvery much, Mr.:
Secretary, .>i"i "', '",'i ,i'" . 'iiii

Mr. QUIGLEY, .Thank you" Senator"Ve'will supply for the -record
the information you have requested. If for, some reason or :other rwe
cannot run the 18,000-some.grant .applicntions.through the computer
an.dcome liP with th"tanswer,w~will reP9rtt.l~"t.ifacttoyou.

, SenatorScorT.Allright. Thank you. And thank you,Mr.dllair-
man.
Sena~orMCCLF!L~AN" Allrigllt:" 'rhank tOllver'y kindlY. '. 'Ollr"e"t

witness is ~~r. Morjon, ~1'r:, Mort011,you may identify.yourself,
plea~e,sir"i ,i'" "i"

ii' Yollr statement ",illbeipril1tecl'in:'th~Tecord.al1diYOl~,may,highlight
itif yOllwish. Xoureprese"ttheAnleri~aIlPat~"t'BawA,~sociation!

STATEMEN'I'iOEW:,'BROWN MORTON, JIL, PRESI'lJENT, ,AMERICAN
iPATENTI:AWASSOCIATIOI'l"

Mr. MORTON. Yei; ihit'. Cll~il'lhan,r ~nil'r~sidbiitOf the" Alllel'idli
Patent Law Association at the presenttime.:" , .
'SenatorMcCLEwAN. Very good, '.', ., ....' " .. " . .i : , '

. 'Mr'iMbRTON. I have over the years devotedsOfneattet~tion to this
subject. I haverevi(jwadthestatement.lt cOFectlY,expresses the
10ng-consideredpolicyoHheassociation. '.';'."" .'" ..' ."i. , •. 'i'. . .•

'I am pleased to s~eth:atit meets the chairlllan'ssuggasti?ll. of specific
suggestions for amendment to the bill. It has specificslIggestionsem
bodied in, it, ,Mr. Chairman,forIanguagechanges iii S. 1809 already
in"the statefnent;'i' ,<'Ci':;'; "'. '"'',''' '..
'Serti!:ol' MdCL'ELLAN') Vary well;

Mr. MORTON. I think to hIghlight ourpbsitioniI,wiWi"Merw 'what
the statementsays onpa~e3 ill the nextto t~elns~'paragra)Jh..

It seems to us thaVa.'.great deal of thediscussiorr of th,S subject has
turned on whethertheGovernment gets what it paystor.. It obviously
is entitled to get what it pays.for. It seems tous tll,\Government, by
the policy personified 'by the Long bill, andvariousLong amendments
to. specific-instan.ces' of,'Governlll'ent research-legislation,. i~ in~i,~ting
on g-etting more than 'what it paysf'or.: ... Perhaps 'that is ",hat Senator
Scott has in mind with-the reference to fallout inventions;

Let me giveyou an example, if I may,thathas.oecurredto me of
what I have inmind. .'" ."..'. '.: , .
"',Let us suppose thatth6' Governmentwants .a radio set .specially
designedto function well under th~ damp conditions ofthe:jungles of
VietnamiItapplie~to'a contractorto)unglelze a radio-. Theeon
tractor puts his best men on it,UIlderthe criterialaiildownordinarily
in these Long bills; for luck ofa 'more generic term; theeontl;actor;. if
theinventioniSfnade'dl1ringtheeourse ofthe work 'doneonthe con'
tract--has to turn over title to the Government.

Senator MCCLELLAN. Now, the fallout, so to speak.
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,.' This is another thing that .you.cannot prove with .greatmathemati
cal precision, but this, has been oigreat concern 'to .the..Department
.for many years and, the' officials of the Departmenthavethisconcern
etoday... h .i •• , .,........ •'. .....:

. Senator MCCLELLAN. Who suffers under these the most, the Gov
ernment's.interestc.or the public'sinterestor .the ·contractor's interest,
if S.1899isadopted,,-,-whichsuffers themost] .
. .' Mr..M,p:,ury,?'Vhoseinterestwould suffer-the.mostt .,.

Senator M6CLEJ:.LAN. Tlndervthe.provision, <the .Governrnent takes
title to all and where the Government takes. .it in the interest ofthe
public, primarily, because that is the only Teasonforthe Goverlunent;'s
taking title, because publicfuudshave paid for. the. I'Csearch,.J'<0..1--,
No.2, the Government, even where the patent rightsremained in the
contractor, the GOvernment takes a license for.itspurpose,-,-so,it is the
public .intorestcand the contractor's -interest.. the privateenterprise
system interest that is involved. NoW, Which 'would sujJ'erthe most,
ultimately.i underzhe provisions ofS.189~, if.we. enacted that into
law?.. • ... :" . 'ii> : ,,'.i: .:."

Mr. MALLOY. Mr. Chairman, it would be my view that the Cloyerll
ment's interest.wouldsuffer the most, and, for.t;hereasOlW th,at;Ljvst
indicated, that.weWQ)11il,',prqbably, not pe"Ne.,to get'Qur;reSe"rp\"
program h,aI\d,\ed,bythe very best researchcontractors.. ,'" .•.••.'

Now it is ,,180, of course, truethat, a contractorwould lose-,anadvan
tageas well if the Governmellthadtitle, b)1t.the.c(mtra8t{j~w{jvld
not necessarily have to place himself in that position. He could a",oid
the problem by avoiding the contract. . .r, .

. Senator, .MCCLELLAN,I think that what .we have. tried .to do 'here,
with due diligence to-our ·freeenterprise system -which.we do' not-want
to destroy or unduly or unnecessarily impair-where the Government
spends money, the public interest becomes involved-s-it-is public-funds
thatarebeing expended-e-sc thaqthipk that .in trying to resolve a
delicate and complex issue such as has' arisen-here, it wouldb'e. well
for us to consider not just the initial equities and ad,vantages tl~.atone

may.getor theother may get., but what isgQII\g to be theIong-run,
overal\imp"ct upon the public interest anduponthe fre,e enterprise
system, and. your conclusion is that, .ultiiUately,tlle,pu\,lip interest
wovldsuffer,them{jstl;. > •."•... "',', .. .•.•:.•..,. . .' . .

Mif;'M;;.pwY:. Xes,slr;,':M;r. phairJiJ."n. .: .•': ". ..,".,
Senator¥cCLELLANe . grilClsely.and, conClsely:asY0)1'can,J?lease,state

why. .....,.' •.........•... '. , ' , .
Mr. MALLO."..' The. President's policy tr1es.to weigh .this delicate bal,~

ance andcome up with asolution, The issl)-es tllat'wereiIlvolyedwer;B
first, how to get the bestperformance ~der;G-oyernmejitrese(tr;ch ~nd
developmentcontracts; (tnd,second, 1J.()w tQget. the ,mostbeIlefi,t for
the public from the-fallout benefits thatresultfn?T!t1J.espendmg ,of
Government mo,neyon. research andd,evelopment,. pur feeling.,..,.,,!
l(11oW that it is the thinkijig behind the :i'resident's policy as '\Vell.,..,."is
that we are able to get We best research ~Ild weare able to bring to
the public, through.the. incentive ppo,vid,edby thepat~ntitsel~, these
spinoff benefits.bettel'.by leavIIlgtltle 'tothe commeroia] application
with the contractor, . . .' . . . .. .
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governmental purpose, But, we ,seeia fundamentaldistinction which
we fe~lhas been' overlooked by many .peeple .in this field between'
acquinng .an invention '.and: :acQuiring. '~ncl'exel'Cisipg,-the-exclusive
rights-in a.patent onan Invention. ' ',-., '," "

Now, generally speaking, Go.vernmentTesearch, is not and should not
be .intended to produce ,inveri~i611~ .havingcommercial. application. -It.
is intended to produce inventions, .~argeIY-lnvenhons:wluch'wouldnot
be made except for Government intervention-c-that is,they are thresh
old.inventions.or.to usea term--..'-: .

Senator MCCLELLAN. Well, thaLwouldbetrue as .in-the Defense
Department, possibly. But that would-not be true in the medical
field, would it! , , '0

Mr. MORTQN'. If I may say, Lthink it .would, sir. It seems to me
that in the field, for example, of improved bandages, we can relax and
let the commercial enterprises take care.of-thai, In the field of a
cancereure, where ,bre,akthrough' inventions .arenecessary.-no doubt
Government .funds are Justly expended. " '" , .

Senator MCCLELLA,N.·We have a rollcall vote. Do you have more
that you wish to tell-us 1
, 'Mr. MORTON. Only this. We feel that the compulsory license as

pects of the revisions we have suggested in S. 1809 could well be
analogized to the military draft.

Ttisnoticeable, Tam sure, to. the.Senateaswellas to the rest of U8,

that the existence of the .draft tremendously promotes volunteering.
We think that the existence' of the ' compulsory .Iicense <prvoisions
even, though they seem a little rigid in their application,' will largely
eliminate the necessity-of proceedings mnder them,that there will 'be.
a free exploitation of inventions made by virtue of-the adoption .of
these' provisions without"thenecessity,oLgoing -through all that
litigation,.; _ '",' ".',- _ !:~ _ .

Senator MCCLELLAN' Thank you very.much..
(The prepared statement of Mr. Morton follows:)

:':kT.i\.:rE).fENT ~N BEHAL;e' OJ.J::THE'A~r,ERI9AN :P~~~l\TT_LAW:AsSOCIATION
The position, of the American Patent Daw,'AssocilitiollY\vith.respect,to Govern

ment 'patent policy.Is set forth in -the following .reaolucicnadopted by the board
of mal1agers9ftheas~o~iation in,th~ SJ:~Iin~:o;f~9~:, .'_ :,., ;' :,: ,', :_'.,'
"Wher~as~tis the positton ofthe-_l\:merica~,?,atent';Law_Associationthatprog.

ress Of the -useful'arts -is' 'best-promoted-when -inventors _are, made secure 'in
the exclusive right to their * * * discoveries,' because theiprctectlon :of such
exclusive rights affords' a-vttalJncenttve -to "private enterprise, to: assume, the
economic risks involved. in developing -newproducts, in introducing them to the
p~blic~,alyi.inproIll()ting the~r use; ,and". '.' -'

' ''1Vhereas it is the' conviction', of "the Amertean: 'l?at~rit'Law ;Association that
Government authority cannot and should not undertake the Introducttonand ex
ploitation .or.new products in the public marketplace in competition withpri-
'iiate'enterprise:;,:<, ... "_,, , ",' '; :" "",',', ,,',

"Whereas the American Patent Law Association i~duI_J'" appreciative of the poe
Hive steps taken dur-Ing 1963 to solve the .eomplex problems Ieadlrig-to a uniform
Government-patent policy as: embodied, in .thePresident's statement of Govern
ment.patent policy (of OCtober.lD, 1963);tbe::McClellal1 bill,K·1290, the Salton
stall bill~S. 1628, the 'rollbill,H.R. 448;2, and-the Daddario ,bill, H.R. 471, and
has made an intensive ,stUdy -Of,the statelllel1ta~d,'the several legislative pro-
posals:now,therefore;ibeit " ,:.. ,., "

"Resolved, Thatitls the'polky of .. tnta assocteuon that, where -theDovern
ment of the United States seeks to uvatl itself of the skill, resourcefulness, and
creative ability of private enterprise, and enters into research and develop-
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"i[rrinost other-situations, the,Fresident's'plilicy calls'flit.the.Govern
ment to take a license at the time of awardwg,thecontract.". I.:
'" Senator' McCuELL\'N',i Particalai-ly; in i the' field ,of; medicine, .if the
Government: .contracts-wibhna: university. orwith: .some-institutionj.a.
n.onpr~fitiinstitll.'tioni' tod,!' research work;"certainlJ,",J iri, m}'iju~gment;
as 'J< -vrew ,the'isrtnatlOn 'now;, the-Governmentshould ;take title.

Mr. MALWYi'/'Dhatis'now thenormalsituation;
"Senato~MCGnELriAN. '!And it does thatnow!

Mr. M!Anwy.u¥es;sir;,',iiii!. (i" .' j,,,,,,,, .'
'SeIiator'McGnEULAl'<. 'Now;suppose rth!lJt the Government, let us say,

writes ,acomparal1le'conhict;;let us !say, tb some ichemical.rcoinpany,
to.doreseaech.within agiverr,field;'such'as cancer, heart; or a! similar
disease, trying to find a remedy-c-who 'should have, the .patentirights
in that contract! ,,,,,,,,.," , .

.Mr.,Mn,wY: 'In, that 'sitriatibn;'Mr;,Clrairinan; .thePresident'spol-
icy calls for. the Government.to take-the title','!" " ,
!' ;SenatdJ)'MCCLELI1AN: That is;; the ,title to' what theGoverrimentds
seekib'g!i'Uthey found-a-remedy; let.ualsayain' themedioine' that.was
useful. for 'thatgivim' purpose; very weil. rBut suppose 'an extraneous
finding is made, something wholly, unrelateddn. doingthereSea,:ch
forcaneepsupposethey ilound .some medicirre in' that, process that
cured .some .otheti,dlsemse; something.iwholly. uiirelated. to theiigenemI
objective-sr'o whom shou!d·that'f""tent'go therr! " ,iiii'ii';(iil

0' Mr. ,Mirfr,OY:>,It .is my'uirderstmiding,: Mnl'Chairman« that,imth",t
situation title would, also, be with the Gpvernment, .iii';:!!!!; '.'

.Mr.iiTOHNSPl'<J·,M!lJy 'himp).ifythat answ,era1it£le bit! "n", """""
":Senator! ·MGCwLLAN;, Maybe '",e, ought! to 'asktlit\" Deparunent-of
He",lth,Educatioi1;iand"W('lfare aboutit)",' , ,,' 'ii; : , ,,.,i,
"cMr,MAriLo"'!iIthinkthaVis in,ore ili,their arem:,rrhe Departmenn-of

Defense.has ;sorrie .contaets in-this 'area hut, it,is'(1' 'very -smalkparf 'of
()urbusiness~di,(dy~c'<',!:un;-!'> . , .

!Benator MoCLE!1LANlGo'aheid; " ,
Mr. JOHNSON. Theremay be some cases in. whiehthe 'contract ",as

not intended.for.apublic health purpose.«: However, .in .the'course'!of
performance.ari iinvention-is.made which proves-to .nave,application
directly-in the healtbfield.. 'In that case.runder fhePrcsident's policy;
the Government would have acquired a license. sufficiently broad! to
permit .theuse!oNhat!-inventron, .:ifriecessarytoiifulfilliherolth" neells.
In other words;;if,yoll' were;tohitveiv cancer cure,develorfed'urrder a
petroleum.contracrdtwould be-possible' to' have it' 'license' t6ipetinit
that .eanoeecure .to ,be made 'available' as Tapidly.as'possible," 'That' is
spelled outin,the:.Presiderlt'spatentcpplicy;:rfi< "'/"ii,i! '''i""i ii,
"Senator 'MdCDEJJIiANi,Anotherite;n"yo'ti'oppose the: .Govemniene

making,,,, renegotiation-of-a patenbrightiT'believe'.i You 'expressed
6ppositi0tr.toithat.i .iY~}l'''donotthinlvthat the i GO'vernmellt .shoul(1
have' tht\' rrght, to do thIS'!'" ". ..;,!, . . 'i' isr \." i '

Mr.' ,MAm;oY;"Not! in! the 'terms ithat :are! iIil>ludedini'S;"-1809;Mr.
Chairman;" rWethinkthattheBillgoes tp.o f~rr'Therei are-provisions
in.the-Presidentzs.policywhich we thin'kam,pl:J:protect tbe Govern-,
ment's needs;' There are the so-called march-in rrghtswherebywe can;
even though we havecontracted to Ieave-title to the'patent with 'the
contractor, we can come back later and require compulsory licensing
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":(B)'; The 'contractor 'has' rerused.toatcensecomptatnant. on' reasonable
terms; -and . >

,':" (C) Complainant da.able.to and-wtll 'explottrthe invention if aclicense
.ts.granted.'. . ,,' " .

The clause"we.naveceuggested- eltmtnates.: thevneceselty. ,-, for-. admiutstrative
policing- -,of: all .patents .evolvtngr rrromtheR, -&, D;'·funds .of .eacbageucy:which
would-be-time. consumtng arid: expensive.» :Ho-wever,·,it'does Insurerthat a: corn
-petent .indivtdual or .flrrn can.obtatn-a license if: the' contractor. fails to exploit
commerclally-Inventions: covered-by suchtpabents;

As a practical matter, the incluslon of the statement required.tby.tsectlonan» (7) will 'put private, pa~ties:on'notice"as'to;the'availability .of a license if
the 'patent' owner does "not 'exploit the unventton; .thus-puttdng-pressure on, the
patent owner to' explottt the invention to prevent the-issuance 'of a compulsory
license;

Section 4 ea)" .ls :also': approved rinnpr-lnctpla]: butathe particular wordingteen
tadna ambiguttieawhich ' should 'be cleared' up' before -the--hlll is enacted, His
-suggestedthat thefollowingla:nguage''be'used,:

"Sectlondt.a) ; The, 'agency headrnayrequireaat; the .tfmeofenterlng the eon
tract.vthathe be given the'rightto,acquire,:onbehalf.;ofth'e United States.can in
terest greater than the .nonexclusiveHcenserspeclfled in 'section '3 (b) (-2) in In
venti-ons if- -

''',(1) ,The purpose- of 'the-contract is to-produce' one',or .more. end items,' 'the
use' of 'which is or -will 'betrequtred tbyIaw.zm. .governmental regulation 'in

'furtherance' oftbepubllc.health.cor safety, and, the invention-covers such an
f end item; 'or -. "

,H (2) 'The, purpose-of,the,·contract'is~-forthe contractor- to' operate, a-Gov
ernment-owned research or production facility, and the invention is espe
cially adapted.for.use In-that facilUy'or ana related.ractuty ;01'

i'(3 )",The, 'purpose. of .tlre 'contract "is: research.vdevelopmental, or' exper-l
mental -activtty-In a-field of sctence.or- .technologv.dn whichthe Government
is the sole developer -or 'has provldedsubstanttally all -the.funderor-research,
developmental.oor texpertmental adivity: dn-suchfteld, .and-the'invention is
especially adapted fer.use in such.fleld-;' or

''',;(4) The -purpoae-of the:' contract: ds. .reeearch; "developmental;' or-expert
mentalactivtty -tn 'R :field:of -ectence.or. .technology: that 1s .new; without any
significant -eommerclal.orprivate history;' -and rprobablywould not have"been
developed.dn- the- foresee-able 'future' 'without •Government .flnancing, :and '. the
inventicin:isusefulonly,inisuchdield; 'f-" ,i',-, ,"_

"(b) Whenever the provisions' of sectiQnlA(a-)dndicate,that .the .agener
head ,maY acquire, an- interest: greatertthan- the' nonexclusive ,license specified

dn' section 3(b):(-2) ;'he snart ncqutre'sucb greater- -interest. 'unless- he :deter
;mines; aftervexamlnatdon .ctme facts' or-rue particular: case.-that :special

.,' circumstances' indicate, that 'the contractor should-retain- ,ti.ghts in -the -tnven
tton.greater than the nonexclustve-itcenserspectned. in section' '4 (c)" Inelud
Ing-rfghtsfn 'foretgn rpatenta.Jsubject to the.Interestrreserved to the United

.Btatee In.eectlon 3{b) ((2):,: .and. that tbepublto: Interest-would 'notisu:ffe~es u
result of .the.contractor-reta.lning -such greaterrtgbts.'

"Phere .lire' .seveeab-mtnoe"ddfferences! in. wording'. tn. .the. foregoing -and two
changes :of· some impoetance.'. In section ·.4(a) (1)·. the-reference to :'.'commercial
useby the.public" has been deletedsince ttIs belteved that-that term is sobroad
-and-comprehenstve .thatntt.could be construed.tto cover. subetanttally-alf .Inven
tlons.: a result-obviously not-intended by .the Presidential- memorandum in' which
the language first appeared.

In .additlon the phrase -in'seotionMa'.) (3)-.'refemng. to the. acquisition -oeex
clusivetrtghts has beendeleted.ae' superfluous.

A'new paragrapb 4fb) has been added-more clearlyto deltneate the procedure
underthe unnumbered paragraph appeardng-Irn.section- (4)'. of 8.1809 immediately
'after' paragraph f a):(.4)~·

Rection/4.) (b )-is'appro-:ed' without change.
Section (4) (c) .is. not endorsed by:APLA.,·'·In··view:'of·.the,·preceding languag-e

in sections' 3 -and4"it -ls believed .that 'all-the-parameters involving' patent "rights
fire so clearly delineated that section ,'(4),(c.) <Ie-supeettuous.v.Jt. can have two
batt effects: first; to provide an' eaSy .wav-to 'avoid .maklng n .determlnatdon under
section (4)(a} and, (4Hb); seccndrtoducreaee.tbe ultimate burden on the Gov-
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theriglitstoith'e'patlilrts'wliid" ftesrtlt,frbnf itwithout:wli;itiihgtodeter-
rnineit later." ',! 'j'. ". :'ci !t:;: ',':' \'<':"/'-';:i f

) .:, ",0 -:J-,v::.:~Li':i.:·X:'_..' :::.;; -i/ , .i

That question has been raised. .Under what dircfunstllJiMS' andwhy
sho.uld 'w~·do that in tl~e!beginning,,give 'away the patent? ,'Why not
walt until after' th""dlscovery had ;been;made;"all,d thei, ; settle the
proposition] " '0.' ... ' •'. '.', , ," ,". , '.. '
<The .case.that.L 'gave'you, is ianinstantwhere,;pDssihlyi'You would
grant the exclusive right to the contractor at thebeginning,is that
correct? ;:!f;'(····

M 'M Y'" .:<. r.~' ALLOY~' -, e's,'sli';'.,!i:"-':'<·,:·:n:: ,?,,::(; ,: '. , _
Senator MCCLELLAN. And now one thing further that I ,can fore"

see1ilthe -contractor' isnotto get it, and',the'Governmenthasapolicy
where it will-take all the discoveries andinventions,haveexcIusivetitle
to them, there· would be a disposition, T wouldthinks.on the part of
the contractors as you said earlier,m'aybenott();puttheir best talen.ts
on this particular contract. And, secondly.rrnaybe not to 'report dIS
coveries made that were not apparent, in otlier.words.rlet.ustake.the
side ,discoveries; that is,' tliingsthaf 'were .discovered .that.you were not
lookirig.f'or.cthat-were ;not'nece~sarily pertinent to .thecontract, the
product that is 'involvede-they- woilld"not'reportthose;,·,Butthej'
would-be. r"'luired, I,assume,. .ullder.a.Government.ownershipipolicy
to report 'Ill of that, and the Governmentwonldbecome' the owner 'of:
that, too, , I can foreseethat there'lllight not be an,enthusiastic inclina-
don to report all those thatwerll·discovered";":. ",' :)

Mr. MALLOY. -Lthink bothpoints are well-taken, .T thinkthat.there
would, be a reverse incentive against reportillg in the othersituation,
It.would. be, 'against -the contractor's interest.. ,' Obviously.i.he-would
comply 'YitJ.1' the, terms iof, hi~ co.ntr~ct .which-requires ..reporting, but
hereagam IS an- area of subjective Judgment. Iuaborderline case,
in which reasonable men might disagree.these-things may 'not. be
reported,asyousuggested,.ii': ,i:.,' " ',' ,,', ,. .,

Senator MCCLELLA1¢.; .How willtthis-aflect-small: .business ?, You
made. some reference .to 'that: If, the. Government-policy is that. of
taking title to 'Ill patents, how lwill·th'lt affect smallbusinesstparticu
larly .with respect-to "incentiVeS,?." Is'anincentiye a big factor in
ino.llCing .small.businessto.bid orto contract to-work. for .the Govern'
ment.! ' .., . ....• ". '. '.' .. '

Mr. MALLOY. ,Y:eS,Sir.i' I thinJi;,that,thesmaILcontritctor needs the
type of .proteotion .that we 'I~e"t'll)ril'l'g"bout more, than the larger
contractor, ·.Small contractors, ryery often ,are, theuncre .fnventivo
group,asag,cqup"and the'fqrQes,qf economic competition are tqugher
on them.». 'The.•pr,otectiolLafforded.by the .patent, jaws)s even more
important, I thin];;,··in; -this, instance, ,thal,·,for the,pig.,c.qn..tnactor. .: j ;.'

Senator MCCLELLAN. Well now, jet us take another anstance.here
wherethere ,is: 'g,n\e*tr:aneo~s(d:if?9{)y~r;y;,sQ:metlJ.ing; apart.from the; gen
eralobjective.of the contract' involved .in-the situation that may .have
no 'particular 'use',so :far ..as ,the.,objective tha.t, ;th., Government-was
seeking in financing it.. Tfthl!t,is; left in the contractor, .if:ithasa come
mercial.vslue.-the -contractor;,:w:o\ild; ,natur"lly j de,ve,lq,p' It,pfcourse;
but, if .it: does'.have. that, .commeroial. value, ialld.the (J'oilferllrnent,takes,
titl" to it, th<ih,raslmno.erstano., the-rigid polic:wof I}qyernmelltownerc
ship of these things, the Government simpiy then makes it available to



448 -G<>;Vl;]RNMENT-_l'A~ENT-<POLICY

w. 'BROW~ ,MORTON, ,..Jr., Pre8:r4errt~

-(¥blij'wi1t-ieca~i-:t~at"l~',;my --ora.{+{estiulOuY"l'stre's,sedi'the tmportanceof (distin
guishing at all ·-'times ctretweenotba-sttuattons .In-wlnch-fhe-Oovernment "could
pla~nly )us1;ify taking ,~itle_ t() _a~ illvelltion, inCllldihg<taking'.title,toany.patellt
:~'ights':cov~rin~"'Ol';potent,ially" covering,' ~hl;Y inventio~l and-rtheactual ownership
fill(i':exerdse; by the'Gdve:rnll1e~t- o~ tight" to 'exclude 'others' stemming from-those
pat.erits:." J",~ad ,:poii:l~e(I-?~ttlillt>cettainlY :i~--;t!otil(l.'Dot, be-contended that an:-in
>'enti0ll,-or-any,' rig-hts',_~ereto_-we!€i.jmmune rromtheoperattou.or eminent domain,
any mote' ',than ~a')m:ali's:':~at'l1l~'is, "lYl~t I stressed' that,' Itrwae an esaenttal-of our
p6Hti~al,and:s()C~al"sYS,teIll;,t'b,at'tlie:exercise of.iemtnenn.rdomain-be f0J'truly
'g6iie]"n?i~iithlJHirp'o.s€s"an?--not ,simply .a -strong.arm- method" of setting -tlre-Gov-
ernJ:r:1.ent'uPina~Omrne~CI?-i enterpl'is:e.~,:", ''' ,,"n,.-

'Oei'tainl,Y'if ,t1i~'Natio'tla\:,!Iistitute's"Of'Healthv'fcr-example, were to contract
for research 'intend~d;:t6, produc~:' a-cancer cure,.,'ttmight, logically require-the
dedic-a~iop,oft~~ ihv~rtiQ:n~-ojsucn. ,R 'cure: :if,lllade"dUJring, that' resellrch; ,j:J'o, the
'1}'ee use 9f'th~puhiic." ,Let ,us-sUJPpcl~e'that:th~'state'of,tJh~artcae.If rnay;'leads
'one to- sUJ1rlise :fliat;c'ariger':'iS :the',re~uI~ of .somu-vtrus action. Let :tis suppose
fur-ther -tfiat'Olie' :61' 'two ,',of' om' drug- companies ha ve.: with respect-of-virus- 'regu
lating: drugs in o'~lle-!:'than cencer-productce.areas;' a ,811bsrtantialbackgiound:of
past~xp~rience~,l1d,pat~iitS."Cert~inlYit w<;mld be good sense for NIH· to 'spend
·its, researcll'd611ars,in'part, at)eas~,:in 'support of .cancervvfrus illvestig,ations;<i-n
ttiesewen-starteo ':anU'wen~p~'pared'vi~usla:b-nFato:rres.'_:"Does-It 'fO~l?W, that .au
invm;tti0t1s lIla! fi~~ ~r01n~that':r,esea:reli:inthearea'S,'(ilfn.o:n~ancer~ausil1g:virus
'eo:ntro:1"wh~ch'!,a're:,: i11CideriiaUy, :inAde,,:~hould, ." elso. .be'<dedtcaced 'to the publtc
'b~au~e'l~,e, 'lfl:~oratb'rieS"hacl'Teceived .unque~ti(me(Fa-ssistance:from NIH?': T
tlii:hkc-1I'*lTIy:not'-:~,f,'" ." .",.." .... , .. '.. ' .".

N ()~~6;~(mH~ 'di~e'ctlY'1:b :tlle, poiu"t,)e'1:l1S,8'l1ppose'tlnih'beC:3;lfseo:t"NIH 'p{)llicy
'iiisistlngupon' SllCh.'i-ights ':be;v<m1:' thecUJ19:er 'pr0\g"l-aill, these-drug- 'compdnles
r~fUised" ,tIle NIH, ll1on-ey' 'but' !leveft}:l(~less,'in' •the, 'cotwse of the;1r.normal' work,
'a"windfaI~': in-vent~'On 'is ',made;:,:1th all .private fund:s, 'of 'acancei-cure.

If~h,e ·exp.en,dit~-r~ 'o~"NIH: ,frmus fof', thedi-sc-ov~':a:nd' public dedication'.,of
a: cancer cllfe'Yn~JUstifiea"as,a:"proper--,gOVei'1l:t11ental,activLty, 'does irtno~neces~
sllrily1oll.o:W; th,atthe"G:overt1mecrltwolll d be,Jt\stified.ln ta~d:hg over the privatel;y
illT~nUl{l··~n~~er:eu~~:li~d~}'.the power .of ..einin'e,'?--t"do~a~-n;· ·.paying" Of',course,
jllst_, ~olll~pswgoft,th~J:'e~o:l'"'?, wouiu nnvcrre-assert 'that altliou,@n-, the·,ca.ncer
cllre 'll1ig,ht,pI'0{)erIY"be, tflkeJ1"frollllpriva:te,~ands';:that.-,the Goyernlllent,hadany
justificati?n forutking 'ordin~j..y,::j.nventions,made' etmmtaneousty :in the' private
program ',which<result¥I in the.'~ance:r'cure?, ,. '. ........,;. , ,:
. ". W~,: corn~'bRck;,'tl1eref6,i'e, 'to the', ~ituartion·tbat;~;as'itlle'a~'so-ci;ationI1asr:re'P;~at~
edly~·aid.',:the;patent ',SysteJ:l:L"Is p're~ised: ,up()l1rthe "p~oPoSitiOn' that it'affor:ds
tbe:b~~t'meansr'of:proniotin~the Pl"Ogross,.of the,usef.i:Llarts:iil,'a.prtvateeconomc,
~ustas,~oes"the:yrivate i:0':Vn'er'shipof far:ms'best:pi'dill'oteiagrlCtiltut-e', in.·such,an
econOmy.:· Argruments:'wlliCli truly' relate, to,the'pr0'Priety' 6f, Government ,:iCCiui~
srtton or private property by eminent domain -do 'noc',be'1dngin," and should' nOit
confuse the development of, a sound policy and we believe a private patent policy
for procuring the exploitation of illVefitiOns' arising in Governm-ent research
in the :c~ll1mer:qial, l:1r~~." "", ' _:: .... ".' ,._." ,',

Ihav,e ,t4ken"l¥e li~.erj:~:of,sendin;ga "copy of this, letter directly to Senator
Scott in view of theiilterest lie exhtbtted at the hearing,

Respectfully,

Senator MCCLELLAN. The committee will recess until' 9:30irt th~

rriOrl'iing;;',',:'"",.-: ',,_, .""':":_'" ,,", .... ,:., ,,' ,', ""<":(:,:,~-,:',-,,,
We hop~ to cpnc\ude with wluit,we have schedul~d before nOOIi: 1£

we can get throughSo.or 40 minutes before noon,that much the better.
OVh~reupon{ at 3,:20 '-p.m. the', subcommittee waS -recesr.el1, to re

co,nvene at 9 :30a.m., Wednesday, July 7, 1965, .),
",'''''" ',''','',' ',',','"""'.. ,, ,.,"." ,',',',',',,', ,', " ".'"
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..•S,-!ddenly, the Gtl",ehiment.noods' thisproduct;"andso;tealizing that
this company has done consIderal1leworkalready;;g(j~sto thepompany
.!'n.dsays, ":Her,e ,:,ow, we~aye'tohav~thisassoon a.spoSsible,-;,-weil~d
Ik We arewIllmg to grve you a contract: You put your 'best men
on it and get.thhHhing done"get the breakthrougli as quickly' as you
~~1l." ,', ~:'i. ..'!_;;:;-',':':',_i~:_,i_-::~: .:,: ;;'-!';';,(.j '::{:" __ .: ",',;·;i:.."; -,'_:,:;-:i~

..•. And 'thecompany responds. <Where are theeqllities! Who should
get the patent rights on that patent when it breaks through and is
accomplished i Thereisthedifficultproble>vthat wehave.vIf you
are starting from scratch.sotospeak, and you make a contract to de"
velopit and you secure the skillsto do the research, certainly the Gov
~rnment would have it. Butwherethecompany has alreadymade
considerable investment, it gOes out and employs people, mobilizes a
lot of skills and talents, and it ha~ developed those talents, as well as
bringing theminto a position wheretheyare competent to pursue the
obj~ctive-the;yhave anjnvestment inthat.andthe Government comes
along and says; "Well;w\l are interestecjinthi~,too, so we will finance
a crash program here, so to spe~k.. We are very much interested.
We willgive'youa'pontract'for certainaspects of this: "Aildwe will
fumishall HIemone;Yfi'Om here onin." ..•.•...•.....
.'. Therearesomeequitdes there on both sides. How-are we going to
distributethatequity! '. .: '. ..< .: ,. ••.•. .'. .' .. .:
". Mr:MAr.r.oy! Mr. Chairmanvwe' feelthatthe "'!llity in:that situation
would lead a prudent man to leave the titletotl:ll~patentwiththecon"
tractor, . He hasassembled'eome valuable assets, including both physi
calaiidhum~uallsetsandptiorreSearch,SOFh~the,obviously, has an
investment-in the'situation, . The: Government 'obtainsetl tliat'itre
quires when ·it· ge1$a~oYaltY-.free·licenlle,ft6'.1l11e6r tb have othersuse
the inventions 'that- might'flow from the research work:

Senator MCCLELLAN. The G:0vernment .hasan inclusive tight always.
Mr. MALLOY, I beg your pardon1 >., . ", '. . .

. Senator MCIJLELLAN. The Gbvernment would get aIicensefor its
pllrposes,illanyev#}t!"'.' ..." ' ..' " .:

Mr. MALLOY.. 'Yes,siri.·.Itisanonexclusivelicense, so thatthe G6v
efumentcan.prastice'any inventdonor hav~~yothercontractor prac
tice anyinventionf,!r'G()VBrnm~nt purp'!s?s!'nywhere throl)ghop.t t~e
WOrld.. So th~ Governmentgets.everytjImg}tneedsto get on with Its
business. We fool ithat·the equities Of the situation call for leaving
title to the commercialappIication Of the patent with the contractor.

. We think, also, that this carries out another primary and fundamental
pt/rpose,of thePresident'spol~cy;namely

h
'tq\get 'theinvention work

ing in the commercialmarketplace/Iftil'conti'actorhasa degree
Ofexc1us;vtmessforapilriOd 6ftiifi~,asprbyidedfor.under HIepatel'lt
laws, itprovideSiihim.with,the·'incentive to actually bring the inven
tion to the marketplace to make i~ available to everybody. .. .'. ','
'''SenatfjrMcqLEtJ:jANiT]{at ~s giving~h~pate.nt away.' .If you giV:8
i~to thecontractoi';the.exc111siyerights,· sllbjed to Government '1I
censetonseit;thatisgivingawaysOlnethingi .That is the way I
interpretHIis. Woudyou so jllterpretiti" ." ... . . • .
'.'Mr: 'MK",1;(jYoMri.Chairhian; thatgets'to'pe a kind of abrM.cj
generalizatiorn' . . .....' ".; .
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Dr. PRICE. I would like to start by mentioning that our society was
founded in 1876, and it is the largest membership organization devoted
to a single science in the entire world. It now operates on an annual
budget of $17 million. It was incorporated in 1937 by an act of Con
gress of the United S:ates ,u~d":rPublicr,aw 358and signed into law by
President Roosevelt; ;: .) )" ..: ','/,:, ,': '

Our interest in presenting views on the subject before the commit
tee today might be made clearbyquoting the purposes of the society
from our charter. Tlleseare, "",that ~l~e?!lie~t~ of the incorportion
shall be to encourage 'inthe broadest arid Iil0st liberal manner the ad
vancement of chemistry, jnijill';itff branches; the promotion of research
in chemical scienceand.industrycthe improvement of the qualifica
tions and usefulnees-ofchemists-through high-standards of profes
sional ethicsaeducation.cand; lLtt"illlhents; the .increase and diffusion
of.chemieal.kriowledge ; and by its, meetings, professional contacts, re
ports, papers, di?cus?iOn?,,~nd(publi9atiollsl,t,?,promote. scientific .in
terests.and: i+tQpiry,1 tb.~reP:i ,Jo.stering.p]1b~lC ,neVa,:e,and edncatio+t;
aiding the devel~pmentof our coUjltry:s)!ldnstries,a+tdaddingJo,tlie
material PWSPel)}tY aJ1.8-:h(1ppWe.ss o.~ Ollr'Peo,pXe;" !

,;r,hjs:i?iaq)l?t~:t1iol1;f!mn'thl'll,ncOr])oniti?n.;", '0'"I,:/", u /
.I,pg,sqnally811PPOrt,thisJAIssi<:H! of ,the A41ericri:iLQhemical So,eiety,

to 'help clwmistr,y,;serye,tl),e,Ameriq""'P¢OP)e ~lldiA!pr.ovethe geNeral
welfare. -, ., . '"'' "._"., ";""."" "
" ;I, am.sure, that )j;IW ,genera], objectiyes:oteyeryon~part'icipatlp'gi,{
these hearings are undoubtedly similar, whether they are speaking,fo,;
themselves or representing large qrg3!l~i~t'\,t~pn~:, "r'i/ -:,"<-: or _,' >-/r --
'I t\linl;:,allof )lS,j\V\i!!t the:}1nited$tates, toutjlize:it.sdiscoverie?; for

the greatest benefit ofits people. ",,' l..
But there are. obyj~n~IY'h911est~iff'erelJ&eS o(opilliom lfs,to.the,Pest

wa:y to accomplish this gen,er~I-.obJectlJ,e;;'AnrL",e}n the society ,!'lfve
reviewed-the propose[l-leglsIatIon,wh,chIS,before the, subcommittee,
and we would like to comment a little laterspecifically about S. 18P~,

sponsored by Senator McClellan; S. 1899, introduced by Senator
ljong ;(lfn[l,S,,78.!);' i!!t'Qcluce,9.)py"Se+tator Saltonstall.'. . . .)
,;VYe migllt ,?a:v. to pegj,n ,,,ith,that >ye find the first two of. thes~,gen
eraIlyacceptabl~, bl~tdo nptihiath~t introdiIcea. by.S.enator .L.,!.ng
acceptable in 'ourview'~'--"'-' __H"_"' c .. i._. '. ,-,-. "', '. ,: '.,' '",. "

•I;W('llld lik~tojust~~yaword or two in the introduction about the
int.ere~tof9!Ienijst?iri p,lftejItS. <:. ., .•.••• '.' •,'., ." '.,

It seems to me frol~,vhat has beens~l~lllt these hearmgs ana els.e
whel'e,thatthere~Te icetta41.;In,isl1ndeJ;standiI}g~., about the main pur
pose and significance of a patent. I >'v0jIIa lilj!~to just interject that
patents. \ire ofgl'eat interest to ')he41ists.. 'rher~are more chemical
patents every yearfhan there are any other sing-Ie. branch-I think
some 22 percent of the' patents are issued forchemical processee.or
products. '. ..:.' ....... " ., " r : -. .. ....","'.

As the Constit.utionstatl'l?, the .purposeof the patents system is to
"promote the progress of science and theuseflllarts." This)~ ac
')omp1islleg by enconpging- tile creation of usefulinn0'l'ations, by pro
viding an environment of limited protection to,tllefirs,t to create new
ideas, so that the inventor is encouraged to develop the bare idea to a
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statement,' in the 'deferred situation,», contractor ,(normally' a com
pany without a.commercial hackground) can usually expect to' ob
taintitle if it can-show Ii positive 'plan Jor'Commercializing.theinven
t.ion: ," However.ithe' burden is on the contractor to show .the-plan, and
on the Government to decide whether .fundamental 'Puhlic, policy.re
quires that title vestin-the Gbvermnent. »Irr.particular, ,this kind of
decisionshouldnot besubject to j udicialreview. yJudioial. review may
be appr0J!riate, to' procedures' which, have 'as their 'Purpose divestiJ,lg
rights, previously' established, "' .H~wever,here, the <issue is, the 'alloca,~

tionof:rights in' the first instance,' a procedure substantially different
fromdivestiturei rist- ..

Irrgeneralv.however, we'wouldJavor enactment ofS;1809;. if
ohanged-in'accordance with 'our' recommendations.r. We"believe that
this' bill carr be interpreted to preserve the administrative ,flexibility
which is contained in the President's policy. . '",

. "i Witb:"respect' toithevother bills.hefore.,the' 'subcommittee dealing
with 'GovernmentjDittent policy, the' Department Of',DeJensecOlisiders
thall'S.' 1789' contains desirable features but Jitlls' short: ofcertaiii-im
portant,.provisione-of ,the.,,President's','sta,temenu,and) therefore .the
Department doesnet.reeommend its, enactment.: "For.example; 'S,-789
would-limit.fhe. exercise-of: ffmarch~in": rights, to .cases-in which, the
Government, .might -have-acquired title iut the time 'of (contr4"t1ng,blit
did' not. 'This' i~ more .restrictive than-the.President'g, statement. -We
believethat '!marclpin" rights should-lis-available .inany,case.in.which
the Government has obtained only a license. '.

,The -,DepartmentbfDefensestrongly opposesenactment ofS.1899.
This bill'would be in-effect TequiretheGovernment' to, take title to all
inventions and applicable patents .emerging rfromfederallydmanced
research, anddevelop~ent.,.'Such .a .policywould-have, irrour;jildg"
mentc.severly.advsrse dong-range. effects on tho Defense research. and
developmentprogram,", It would tend to concentrate our work in only
those firms which take our contracts on any terms they can get them
and'to.cutdefensework-off.from the bestresearchwork carried.on by
U.S:co~paili~fortheiro~commercial-purposes.. dt· would dis
courage 'mventlvesmalVbusmess' fromworking.forfhs. Government.
Itwould remove-the patent incentive and protection-for commereializ-
.ingmanyinventions made for' the Government; , ..

,While S.1899 would provide for after-the-fact-review. of each .in
vention-i-an exceedingly icumbersome. administratitei'process"-the're,
quircmentswhioh-would-havc 'to' be: mettbefcre-a. contractor.oould
obtain title to, his 'invention are suchthatin pracricaltermsno.patents
would be.aoquired-bycontraotors..'. .., '",' ' '" ,L';
ii- ,Our detailed comments ott these bills have been;,provided itt written
.form,to·the·chairman,ofthe Judiciary,comlllittee. "" ,
., :,Mr.-Chairman,'thi~Cbncludes .my.statement.. ,-l'am ready, toanswer
anyquestions you mayhave.. ~r<' :) ,/i :\:;,; ,',1.<,:",-O:):-'_'{
-' Senator-MCCLELLAN., -Thank.iyou ,yery ,much,.,Mr. Malloy'. ,Your
letter; from the Department to the chairman,ofthe: Senate .Judiciary
ComJ:ilittee,of course; will be madeapart. of, ,the-record, and-we i will
Jiave the benefit, ofthat-in the .,recordas.well as,,:\,oup .statement today.

Senator MbOLELLAN...i\.tthe .ontset of,you;r.statemelltYQU; empha
sized the patentiincentive as a consideration in procuring: - What,
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. To illustrate the need for flexibility. and' the. need .to considercases
separ:,tely, one need only think of the wide variety of situations
which can and do 'exist. For instance, if Federal-money is-used to
build a completely new staff which will work on a Government'
sponsored project, the Tights topatClltahle discoveries obviously
shouldprobably reside withthe.Goverrirrrent.. On the other hand,if
such funds aredirected toward a project whose-personnel each.had
averaged 10 years of experience with the'firmcontracted.to do the job,
patentable results would not necessarily obviously become the prop
erty of the Government since thescientistsandengineers doing the
workmust-haveused someof the know-how they hadbuilt upthrough
theirexperience.: '" ~orrre cons~?-e(::J,tion'-ml~st begiven to'the -employer
who has been supporting and de"elopirrganefficient staff through the
years beforetaking on the Gov~rnmelrt'supportedproject. In such
cases' it seems appropriate 'for each ,Feder",lagencyctonegotiate the
best arrangement for all; concerned !as'has.!been'thepracticein. the
recentpastunder'the·,KemledyvateIlt.,pohcy ·of October 1963.

"I'here-are great differences in finarrcingTesearch Ieadingtoinven
tions, , 'I'his mightberepresented at onee±tremebythe almost total
Gov~rnmentsupport 'of; say, 'a largee)ectrical company's missile and
splLC,:,h'b'.'ratory,andittthe"therettreme, byasmall-grant to help
auniversity or fOllhdatlbn r~se~r~h progra1?1~: ::'ThIS raases :the ques.;
tion 'ofthe difference in the;modeofutilization of any consequent
discoveries,' Only the Governinentswill' purchase'<the results of
research on the better space vehicleforthe foresee"'blduture. But
ifmy' rese:,rch On polymers, supported in part by Federal funds; pro
ducesa better foam rubber, or.ubetter insulating plastic, this .will
be bolightlargely by private <citizens from commerciar.firms; and
then only if they are convinced-of its Terit over existing products,
But in order to find out whether my better .foam rubber Will, be
practical and will be 'accepted ·by 'the public may require investment
OfMlliY years aIld millions of dol)ars;. .

I cancite one example inhistory=the Talon fastener, which took
nl~nY;'many-;ye~r8'0f'vigorousefi'ort-before the public was convinced
that they 'reeded a zipper inplace of buttons;' . .

En 'l1lY,own' p~rsolvl1T~e~rc~ _411ril1g-~he war',my groupdeveloped
anewprocedurefor the synthesis of the antimalarialdrug, chloroquin,
which I think remains today the hestand most widely used drug for
the treatment of malaria," Onr synthesis was far more efficient and
superior to the German synthesis. <And through some Government
contract funds, one companydiclsomedevelopment work on trying to
develop this procedure for makingthis drug.. But under the terms ~f

the program, the Government owned the patent and the patent would
be-dedicated to the public.•. The ultimate decision'by this c~mpany
was that they could not afford under theseClr~umstancestorisksev
eral million dollars to build a plant, to prove that this was a better
prbcess,ifanyoneelse c?uld then step in' and-utilize the proces~. So
for 20 years we have paid more for.chloroquinbecause the old, inefll
cient b'erman processisstillused for-its Production.

Tn the case of my research on polypropylene-oxide rubber, thiswas
done on university programs where the patent rights could-he assigned
to a company, and in this case the company did invest a great deal of
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~l:1Jg"g~! f.mm"tlwccilnt"act ,worh!y'The; safeguards !whicM! mentioned
u,j)ll1detheright ,to.reqnirethecontractor to-make the irwention.avails
able to ,oth~l:'sfrOl:',:use! ior. manufacture: to: thevextent.the .inventiorr.is
required; !rj)l:'public!Cuse under a govemmenteilvegulation- or .to the
extent it -is 'neccssary ito fulfill :health .needs.. and!also the'rig;ht 'to
require ,the contractor togrianHicensesto'.others! ifhe: refuses: to',com
mercializehie.inventionos ipermit 'others: to.do 'so on .reasonable terms
withina.rcaaonable.timc.i ' fT!·

!: :J.'hePl:'esident'sstatemenkstrikes a' proper: .balance .betweenveom
plete public ownership or .eompleteprivateownership: orinventi:>ITs
and applicable .patent rrights: which result ifrom performance of'.re
search .and.developmentwork .financed:by the Government; " .In.addi-
tion andI. emphasizethis-e-it, provides the .administrativeflexibility
which is essentialif.the variousagenciesof the Government-are to
execl!\tetheir!pcimary: rnissions.andat th~ same time achieve a, con"
sistency ,inu:patellt !policy, .in areas .of endeavor :commollC!toseveral
a-r:encies. '-i' -" ""}':'" ,d' "--"":"':'-. _

.The DepartmentofDefense .patent.policyfully implements Pres"
identEiennedy'sstl\~ement!ofpat.e~t.policy, crt jsi!,-teresting to note
!\Vha,t has,h,.ap,p.ene.d,',ll,n,!·t~l"!!'S'Of. dn'!lS,lOn'Or P,atent;J,lghts., 'O,peratmg
l!\llder.the,old·,Derense.pohcy"J;7 .researeh and development contracts
ill fiscalyear J;~6Rcontainedaclause acquiring titleto the patents .for
the: Government.: ,In·fiscaLyear)~64,the'n)lmberor'such contracts
mcreased-to 2~, making a,totaloM6 such.contracts.in fiscal ,years 1963
and J;964,.,The rel)l.aindel:'"mom than!9~ !,Percent"col!ltained·the license
clause. In contrast, under the ASPR implementanion.of.ths-Pres
ident's statement, for.the month. or April J;965 alone,out.of..695 research
and-development contractsawarded-,,68c,containedthe title clause; 505
fhe-licenseclause, and ,119'llcc]ausewhich, defers the allocation of.rights
of inventionsuntil disclosures-and ...3 did-not. ·contain. patent clauses
(because the subjectmattel:" .made it-unneeessaryto do so); .·In 'our
opinion.tthese :fig)lres demonstrate-the marked swing. from ,whatJ'was
substantially.ahundred .percent license, policy' to; the mom: .balanced
result which was-intended-by,the'President's statement.
'. .Nevertheless.owe.are well'"wareior'c the.need .to 'improve the .imple
mentation-of this: policy·, by, ou" "cQntr.acting .officers.i·.They,have! deci
sions to make which they have never had tc.make-before.uThesedeci
sions..are .not ,e""sy.:n·,WehiWe, several-bhousand "contracting officers
Iooated.al] .over, .the: iIJnited-States, .and we\ar~:·contim:Ling'otmefforts
toinJ.pa!:t!t"each,one: ,a'COlUmon:understandingfofntpe c!Departmentor
DereI)SI':implementation. ,OI,;~IJe President's..policy.». IiJ:'addition' we
heli~ve!thatfurtherreYisiolkior.tM'rl'g)11ation?ftoi assure' clarity, and
cop.sistencyis,necessary,,~Iidweexpect that ,changes:will be made .as
ar~~ult j)ranalysisor"qt opcrlJ,:tiuge"'!'.ei'ieucei [)) "': .,:!:: .
::',;JjIo'\veyel:'"we"h"ye'..¢!W)J!th,ellipel'iehce,toirOrln,the .firm 'opinion-that
President, Kennedy's statement ,orpate"ut!p.olicy.is -thesoundestformu
Iation ofcpolicy,eJlier !'cliievl'diu,tllls'most,difliclllt:field.·
,.. ,The Depal:'tmeIlt .or)iJ,efensl' ,thl're:l'oresupportslegislationwhicli
incorporates,thepatent:policy $1;",tedibythe Presidentl,Because", Mr.
.Qhaj"man, ,yonr:l!ilh8; HiQllcin,jarge,p"rt .does Ithis,the: Department
!i{;oEl~"P-Seisl1PPo.rts,it. " i.'" "fi . ,';iii'"~ ,,,i,',!
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GE:NERAL 'OBiECTlvES

if, inter alia,the invention is not, oris not aboutto be,placed in com~

mercialuse, ::,' ',i" ..... r: <--'>'~:_-; :.<;:! ,-,,:-:, ';',:;--,.> ':,'

We agree that there .shollldbeaprovisiontomake:certain thatinven
tions are used, if they are useful to the public.>",Whileprovi~ionis
made fpr,obtammg",n extension.of time, .the 3,ye,.rs allowed IS con.;
siderablyshort of the interyalco~mbnlyrequiredfbrthedevelopment
ofchemi",.lprocesses,.nd.prpducts.. "",' '", """""",'
>80,as'1 s,.y,'Yhile thisgmer",lpri]1ciplp seems reasonable, we, be
lievethat significantly.rnore ti,rne,shouldbe allowed the contractor
to evaluatefullythe .commercial.potentialof an, invention andsoine
thing ofthe order-of ,5. to 7 yearswould seem reasollable to us, rather
tha'1:the 3 years provided in $e]1ator Saltonstall's bill. '

IIi summary" the society, vigorously opposes the basic principle of
S.j899and supports the basic .approach taken byS;789and S. 1809,
on these very Important matters of Government patent policy.

We express ouriappreciation for the opportunity, to ipresentvour
views. ,If there is anything we can.do further to assist the.committee
initsinvestigatioIi,wewouldbedelighted to do so.
,'.'khaJ1kyouverymuch.>,. ,,',/ "
u(.Thefullstatemsnt ofDr. Price follows i)

.~TATE:M:ENT BY, THE AiiER~dlri 'CHEMicAL,S'ocrEiti-'
Mr.. ,Chair,IliS,ll, -distiJ1guished-,"~ernbers;::of; .the subcommtttee.. .my _name: .is

Charles C. Price; I 'aID the' chairman 'of the d~artlnen;to~ cheDlistrYa,ttlfe
University of Pennsylv~ia)n ghiladelplp.,a, ga.,andl)'resident'of the AmeIican
Chemical" SQc:iety. - ,I appear before you; tOd'as in the latter capacity; The SO~

cietyds an.organteatton.roundedtn -1876;·ItAs -therlargest membership: orga
nization :devotecl,:to:" a ,·sipglescienc;e: iII; "the entire world. .Its.-annual .budget
exceeds $17 million. Incidentally and importantly, Jt should, be. nOte,d _that
thesocit;~y, was clutrtered.b)'. the, C()ug;ess of, the :UuitedStatesunder, Public
Idw B58;'75thCongre.ss; chapter 762; 1st session, and signed into law, byPresi
dent-Roosevelt on .-Auiust ,25"",1937.-, "
",',Our:,int-ere~tirl.:"pr.¢senting· the ,_ ,vi,e"W:s; of 'the: society, on, Ieglslatdon .to .estab
Ilsha F,ed~ralpatent,policy .Is bas,e(i pr1mal~i1Y on our charter, paragraph 2, of
w~icl1 .. statesas:'follows:" ,,' ,'>. '.,,' __ '''_, ,,'" , , .. :
-':i'SEC~:2/)rhat "the ()b~ects'9f 'the tncorporattohvshrill be to 'encourage' -in'the
broadest and-imost; .Iiberal. -mennei- the- advancement. of chemistry in,'aH its
branches; ,the:,promotioliofresearch,in,'c4~~ical"science .and:~ndustry ;" the, im
provement of the qualifications and usefulness of chemists thfough hlgh g;u:tnd~
ards _of ,professi9nalethics, education, and, attailllllents; the increase-anddtr
fusiQn! ofchemicalkn.owledge;· 'and ,by its meetings?:, professional,' contacts, :re
ports,paper.s;' dlscussfona.cand- publications,to 'promote scientific interests . and
inquiry, thereby fostering public welfare and, education, aiding the development
ofour country's industries, and adding to the material prosperity and happi
ness.or our:peop~e."c.

±h~' geri~ral:Obj~~ti~J~.... of' eve~yo~~':Ja~ticipkt;irig' iri" these' heal;uig~,,ar:e"Uh-
doubte~IY SiIrlilt,'lrwhetller they are speaking for theIIlselves or, represeIltlng
large .ofganlzatlcns. Eve~yone"wants the;Uuited' States to' utilize' its' discov
erdesfor the greatest benefit of its--:people."But,<thereare honest differences of
opinion. 'ae to the .best way' to accomplish ;~his general objective. The societ:.v
has revleweduheproposed legislation and'o/illl1'ave some comments to make
on each',})iU un.de:r eonstderatton ; Il:alllely,8. 1809 by Senator ,McClellan, S. ~899
by 'Senator· Long, fwd- ~.'789 hy' gerratcr gajtonstall; We :findthe flrst-two of
theseiener,ally:'acceptable,'butnot .that.Introduced by·Mr. Long.
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h,ave b~en. ,%~a,t,~fI. sR,yi.gRlmwl:v:,sRB~OPou.ghly;,.)11lfl.:fors,uch a lon.g
tl,rne, .rhes~v,eml:J:i~i'r1ngs,;YPllrWbpomm)tt~~hassondllcted on this
l?o!1lth.aV~ l)laqs, :Y'mth6wugh.1Y,acquainted wi~h.tl:e6pposingview
l?'lII1ts." Tlwpep,artrnel)~:o,f'p~fensel?r~sented its cYlCWS to your corn
mittee m 1961, and we reaffirm those views toda:y.>:.. ,,:. " " ,'",',

Snffice it to say that th~maillsprMtg,.of~he pate~tpplicywhich the
P~p;artrnel1tOf pef~n,se ha~. \fqll0,'\Y<id 11asb~enin-Centive.·.. In con
traptirg,,Ipr 11i'tiqrl,~I(l~fense'l~se'arpl\,alld.geYeloPmel)t, ,the .Depart
men.t 01 D.efen~e ha~ ~_<;l11g~!t1!a,rr~pn~9t~}~I:itl1i;ng9:; .to ,:tfi,ke' adV:~l1tage:;9:~
the mccntives Imp]l&1tmt\hSlPatPl)t sy§tPrn': ,)Dhe.pat!'l)t system .was
estabhshed to enc6urage'II1yentl0l)"P}sp]osllre, ,ar<l.:eJ'pIoitation. of
new Ideas. It IS a fundamental part of the.eeono1l11C framewor)rrof
incentives in which AmeriGq,l1:in,dl1stl;'YJ!p:eraiteg.~_'_;:'-,'::~ '-,,;.'.':",:...•:',.,':.;:', ... ,'::':-

,:WhentJ:iepepartII1sn~h.as agr';~<l .that qontrad6rs and their sub
eontr~ctors may retain patent i'lghtsln llYY~4~lPI;l;s:,thE(Y:;'lllaJm~n;pe;r;'i

forl)llllgresea,r9h,a,n~,d~v~lpnw~ntYl1derpefense spn,tra,?ts, .provided
the Government obtains complete rIghts to '18,e thS,Y'iven,tJ9ns:1ts~lfor
,to ~lal1eth~mu~~dpy, cthersjn ,,,prj<: fppthe, Gov~rnrn.en,t,th,e;Pmart·
ment has hoped to maximize t.he incentive to both large and small
companies ito~eek,outa,l)g,?Ornpete,forDefs;ns~work,tp bring their
best,'priya,t.,jYEdexe~oped,packgro11,)ld and, mostprpmising id~as and
rnosttalen0~geQpletpth,et.ask, an,gto.repori freely and .readily the
;f.ullres)lltsof their ",'Irk, "Y\t!lQ)lt f~,a, oflOsing.exclusixecom,
rnercial rights:in,theiJ: ideas, which ",puld,normally pe theirs.
.' i':Dh,e,pepartrn~nt,h.as,'J-pquir~ wh.at it1)argaineqfor. To aceorn;plishits ,p).lrpo~~sthepep,a,tnlellt:h.asnotg~nerallyneeded.full ti.tle
to its cOn,tracto,s')nye!)tlOn~,,,,nl1,ithas ;be~ieye4that requiring~llJj
title would undesirably dilute a necessary )npeiltiyejor P~fen~e
work, At the same time, ith,a.s considereg that "Yh.enthe invention
remains in private hands, the incentives of 'the patent system are
availab~e)y,!, protec,t;!111d'enc0l1'rag~ Cpriyatc Tinye§tmentin,briJlging
il)ventions;plade;inp~f.Cl)se)yprl<,to,thePoiI'-rnercial market ;,al)d.thus
l1)-akirg.th'm1availal'leto tllsge)'~ralp~b1ic..'. "'; .•..... "'.' .•.' ...•.•
•..• ,:fIbwex~r,' WCP~p"J;t1l'c;ntof;J:fefCn,se has lont recogniz~d.~hatits
generall?ohc:rofse~kmgonlyagbvernmentalhcel)se to use its con
tractbrs'i.,andFstihcoutractors' ;':iiiveritions,!s: not' necessarily the. only
I1ppIiQpriat.e"poJicJ\;fQr't.he. ·~)'tire ;G:oYernrn~)'t;", 'Qther·.··Goxernl)lent
,ag~n,pies:;haxe gifl'ere,:t;rn,is,siqn§',~n,g F.0lc~"tP .pl,,:y; .inrthe..;nat10l)al
eC8roII1.)', .andtlle§eYq'fl',erent,)'llss.'on,s.andrples maY; reqmrea (hf·
J;ere)'t pat,eN.p'ol!gy,;ll}.Otll~rW9,~s.,i;n:tllcSe inst"lwe§tl1ere way be
a§.1'eciftc:,go;Crnm,~1lta'1 P~rg?s~t<ibe .§e!,:e~jntaking .title:. For
examplei' whlle'theDepanment "of 'Defense does not contract'. to
(lev.el0J?inv.enti6iis'fbt.'~b1fifnerciaIi'usetrand; inventions.found;useful
,form1JitaIJ;" pu,rP?se~o:f!en ,r.e'-luire, eonsi~~rable ,p~ivate iny~s.t~~nt
to. make. them 'comln~rcially.·nsefu]"-'other'Goverul1)-ent. agenclCs .do
have alliissioh of developing! ihventionfto th~ point of commercial
applicatioir' alldmakirgtherii' ;availableto',anindustrywithonttJ;ie
need for' JUl'therdevelopment. The' research 'anddevelopment<:m
commercial fertiliz~rscarri~qonbnh~ Tenn~ssee Valley Authority
is'ah"e:ialTI:t>'le oftHis'ki~d:of,'a.g~~?y:'missiOTI!~~:'': it,' ':--'<,':

/'1)",\9,61, 'following prolongeC!.,!'orrgres?ional linteresbinthe 'pate~t
p6j.jcyqi,!estio)i;' ,tli€'I\lepariment'q'f\';Defense, formally recognized '11}
'1':',1'(".; :'nn;)',"::',) :':t:.!U.':':"" '':0',.; i JiIr:~,;;:;' c,:ij) ".lU : '';-'i',,''; "
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would' 'Hot nece.ssar1.(V"oh{itou;Sly.'heC6meJ Hhe ::praptbrt:V:'of' the'Government since
tJ1~;s'Ci~stJsand~llgwel?,r,s'(l9ill'g~tl1e;\V?,rkmust,ha~euse,(l~some?f:tht_~()'\'V~h()"v
they:TI:ud,:'bili;1t.;up,.tho,ugll ,rjfueirexperi,ence." :,S'?~~ ,:co~8rj:d~rartion;,mllist, be given
to theem;Ployer,who hftl.'l.beenSuWorting.anddevelopiug an~fficieIlJt stftffthrougb
the- years before takinK'on,:theG9:vernmi:mt~supp()itedproje~t...Til such cases it
seems 3Jpprop:rj,ate,for each Federal: age~cy'to neg~tiate theb~t'ai;rangelUent
for ajl. concerned .as.hes been the "practice .tn 1;11e recent past .underthe Kennedy
P3itentPPlicy'of_'QctoIb~-::l.~63~,:;Co;- _'::,< i "c-,::·;-.':: '_ ,,; ..:-,;;,', ,.: ";;':

'There are great differences in financing research leading t())n:v~p.tioll's~:'Rhis
might he :r:ep,..es~JJJted,a't one e::\'!tr~me}bythe ,ahnost.total::Go,verILm~nt,suppor.t or,
s~y; oftlarge, el,ect.J;i(!3!1 nompany'amlssile ,an,q soace tenoratorv, and ,Jut the .·other
extreme.trra.sman.geant to help .a.,univerf~~tY,.orfo:undationre,search program.
This raises bhe questionofl,ohe;dijIerenc€lin.l,the:m()deaf urtiHzJl,tion -ofaIly:couS€l~

quentdlseoverles.j. ()hly .the'-,qove;rn[[l~II!t:~v'!l(Purcl1ase,1Jhe,l'esultsofr~se4r:cll-on
the-better .srece ,v;enicle: for.'the'f~1':eseeSJ:Me,fll.tl~'reJ<But if my reseasch.on-poly
mera, supported in part by Federal.: ,fuitds; ~pr0du~es,a,:better,foam, rUhber,9ra
better: insulating, ',pIa'Slmer,this:, will .oe ;Iho:U~h"t:{a:r-gely l~y' pri-vat-e -citi.zens from
commeectat-rtems, end ibhenionly:i;f,l1Jhey :':i'l'e,convinced or.tts -metit, oV,erexi-stiI1g
producte.rButtn. m;d~r:to;find9lJ,t:W-hetq.~r"niy'~tter~oam,.~ub))er,wili ,he, pi::fLoti:'
cal "and" "will be -aeeepted ,.by,:tl~e,:publ:ic'may require. inv-estmen,t"oJ,many:..,y~a-rs
and millions of dollars. 'Some incentive for this large fnvestment is.;w~~~s~~~

one of 'the important, ireason:s" the, s:Qciety. :beli~v.es"f:or:-tJ?e, constitutional rights
granted to patentees. It is Important to emphaelze thet a p-ro'filt is made on the
irive~tnient~rf~esearch,'l1Ddjde:v:el'Q-pIhelit funds' only:if. ehe.,'pu'blicfindsthep-roduct
uSeful '~TId;!bUY~'iit.,":'~o:t example;:·I' -hav~" 'been:to'~d'-tha.t .durtng the,'past, decade
8:' 'llla~o~'(,cbrn:pimY'iIlvested $10·millioncin a-new p:rciductonly:'to .have'aJ competitor
prQt:1uce'e-supertor one; therebyma'k:ingthis':expenditure, virtually' worthless;

,; "" u ~,;"

t,ic'OM.MENTSi'ON:, THE;'PENDING' :LEGISL'A.TION

':',As,,'-iS,e~ident:.frQ~:t~~.:~Qr~goi~~; ih~:.~~r~can;'Chemi~;;;l'S~ciefY;'belie~~~.·;th~t
there aa-e-two.majorpubltc.beneflta stemming .from. patents: (1) ~\hestimulatioll
of" disclosure of new.selentdfle and, teehnlealfnformation}. and (2) .providtng. in
centive' for, the rrsquently.massfve jnvsatmsntnecessarv to convert; an .inventdon
intoaproductavailable.toth~.pubUc.';," .';;;;:c:,',);;:-,i" : .'.;,'" ",' ,

The second of these purposes would be, ,seriously undermined and controverted
bythebasicphilOsophyJnher.elltill,~.'1899(LongbiJl}.,., -: :< .. . ,,,,

Furthermorev we believe.that,sectioIl,4(a) g:,-l?f:, S.' ..·1809,{McClellm;r),,"in.' fac't,
would serve the same undesirable purpose for the area of "public health,w,elfare,
and safety" and therefore urge deletion of this principle. If incentive for 'in
vestment .neeeasarv.tomake. inventions.available, to the public is necessary in
other areas, it should certainly be-avaflable.jto stimulate development in such
vital areas as health, welfare, and safety.

'The"socil::ityalso 'would like to' comment on. secttou a of Senator Battonstal'l's
bill,:S:~:789;: This section.states 'that! the' contractor's': rights in an' invention-under
sectioiJ:3{e)"may bevoid~d':'liY th~,Governmentiff, inter:alilt,. the invention is
net.tor tsnot about to' ,~e,:placed·in commercial use. ····.While·provision .faznade
for: obtaining' an .extensronor.ttme; the: 3 yearS allowed' is'considerably short •of
the tntervej-eommonjv required for the: .devalopments.of chemlcal-ptocesses tand
products,,' .,The general.prlnctple ,eVident in' .thls por-tlon of 8.,789: seems' reason
able to :the,society,~but :it .beltevesrthat-elgntflcantly ':'more time; should' be .allowed
the -contrsctor in.whleh 'to"evaluate:,fully·'the'icommercial·.potential Of .andnven
tton. As a-guide; antnteevntors to',7 'years is 'not. unreasonabledn such sttuatjons.

In summary, the society vigorously opposes the basic principle of S~·lS99 and
supports.the basic 'approach taken:by 'S. ',789 and: 8:,1809; .,

"We',than1k '.youfor'thf:'l':opportunity to present o:ur,'views,.'.and',a~st1I'e:youof the
s6cietY~s:a-nungnass to cocperate witlirtheeomml ttee asdt continues ito'investigate
the-vttal-toplc'of Federalpatentpoltey.. '.'<",::.:

Seii"t6rM:C()LE,"Lw·J\istf¥6~ug~tlori~.
On page 4 9£ your writteristatemerit you say
We feel that the rigidity called for by S. 1899 would not result in the greatest

usefulness and benefit to the general public.

Why?
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,,,f? ,78P"S. );~Pp, and S.,~~llR ea,qh c,'(eal~ ,wit4 p'eflC!lllisitioll"disposi,.
~@l;,caM'~S~}lfMy~ntiqjis;~M,'fit~;f~.§ii\~ji,ig.;#@~qi,\~t~stS4)i~~c~1J6
C())lcerp~4;W1l!hre~e,H~ll}liic,'(~v:~JoP!jW.nt"!\ni\11wd.,Itt ta)!iIl"yere)!i~
pense,. .:t{olleoft)le~reacl)et;'tllei,si~u:atiiin,§i)lere negotiflted ~oIltracj;t;

l)~.~W.till....~ubstanjIa.kPll...,.~)..1%.,8.,.q.I.')PI.'',p.. IJ: ?,.f ..t.~.i ~,>.·,\\aeIi.).,n.,..,.a.. e.:iJ.t.";.re.sfI1F.Sh.'., ,Iir....2.:1
gmlll~ ?f cOIltr"ctqrs t4rqlfgP;thl" "ss(~JP:~tl?1l;P~;~llC~ researcn c?~tsln
\lv;e,l,eadrates,., Under cur.ren,tadimmstl\atncepo!lc1es, the Governc,
#,~pt ;~Pesnot, 'so }~"~s;w~;~Iiq#'~).'!PtMnj ~hyrjkp.ts j.it/};~e~P~ct.to,
wv,eptIf!ns"n4Aalfl f4i,,:pCeR'at tll;xIlP,y~e",Iiie,:,ss,ll1, 1;41S:1Pal)Ile,r. ,.,,We;
q.;r~ pot in;PO~lt~q~ to J~}~¥e r~rty;:r;ecqffi311tI\9,Pit~.,9~p9?p~rnyjgf ·tl?-~...p..r:8P.e._:.r,:
policy to be followed. But the question of indirectly Goverw:qeI)t,
financed research and development is clo~l),\y,copne,cted,wit)l't)re'iil'b"
ject covered by the three bills,aIlclws !?e)ie,ve't,!l'1iiifsi,illici~I1:t!\tstfjike
In the way of Governmenq!l~dSlli:Vohrea;aIidjnventi6nsmaa.e to war-
llantl:)l:iJlging.tp',~,lnat~r-£oivqim,a.£tehtiop-';.:<r'T" :,,~,';:"".', :',:,',',',,:,"j' '~:1'{:
.,!Mr. 'Welch the'fi t~8ti'B:edwith' 're§pect 'tp;~!L~~1J ;,l\'N?hl;i,\1~\i}g,
ppuJ:te,d, s~]?a:ra.Wly~)/} 'f;::' i:",;,~!,,"'" ,,(1 "::",,.-,[q ',:/ ~·J""'_',""·,~r, <":,'i-,·.,,.;";
.,.. $eniltor, ;E}'cJ:#~qr.·;,Pf#jitg(J;>ackti ,l41iiti'"r:po#i!l4,p.f YP\#) t~~~in
mony, you referred to S.'7,~~,.(? .. , !W%:;l51i\.<1,~"}8g~i"'!B~,XP,,,,,:~t,at~,
")lo)le of ,th"lll reac!les, the; ~ItuatI911where .jlegohafedcoptrayts res)llt
\p, ~uhstap.t~alpu!?li~suPIiqr(p'ft1ieir\;:(eJ?e)lae';tp~s~flrp!iprog;rallls,
of. ;~Q~tractQr.s l~ro""gW tl,\e; a~¢jIriip.ti.?Pi9~,;i)lcp.r~$eam~ pus% in oyer·,
lJ'ead, rates; lJ)l4,'1r',Y)lFent.2cWmI§tr~trv;eIi,o~J,py,theGo!\~ru,me!1B
does not, so far ils.wekiiow, obtain anyiig'hts ;witlirespect to in'Ven.tions
and data fiiIancerIat taxpayer expeljlse';in this ihaMer.l'
, Can you give me an example oftliat,t.Yre'pf~i'tua,hob:~ , '
. M;r. WELCH., CouItl'I h,m Mr. Rubm '~p~,,;~r Wat q'/;")'tion1 ;;IIe
ISWIth our audit group. "'," .,"1 .n T··,C",F, ")'~

Senator BURDICK. Yes. ,., .''' ... '" ",,,) " ..
-r~,,',;R)J;BW·\!T!),e, ,~it)latiQlJr (rIe~l'ri!?!l,c,'(· h'1re i,j,~\i\ sitJ;lfltiojll,(W'her~ 'ifl'

G9itt~aictP~)~ii~;'*:~i?'ic,~U~g.,il'trIeBe1j4~I\t' i:l3~¥~tp)j.i'~jiP;, 'rIe~e}o,~D:l~jitJ1ro:
gri\m~. ''I.'li"ST'9YliTI''ffient:;p..\I. h"lt9:t.Tate ;p.tlj:.~. ;y'9~tr\,ct?r'Ii'fjiclya\tce
as' tot'he'extent of the program wlirch the (iovernment Win be'wIllIng
tiJiparticipate in: t1iril,u@liUiii.c1usioillfi:le."th\i'icoiill:iaclJOrls overheiidDas
i\1l!'l!Uowable.!itellljQf,qQ~g ,W)lis1Niillis{t!leJfWU.o&atedj to tJ1Je'contracts
then in.process which may involve production or research and',c,'(e'lie)pp
ment. The Government participation may cover as much as 80'01"90
p~.reellt,o,£;tlie'C(J:JltullqtQr;S·COft!t§i.'lfH hi,,, un(fl" i f{" j :.' ,ii'", :!1i
"mhe,extent ofrths indepenrIlillt,rese,ar;c)J; pmgrams,i",rcather signjfiqant
ittmany Cases," We) hay;e: mceiil'erI an 'e/;timP<te,inaae"yithintheJ)epar;t"
ment,ofDefeIl~e,thp<t,inc,'(iclj.t~fthaBMamount: of .th,e,tota1,,,,f ,SITch
j'frogralll$,I ,thin!t"ahQl,lt,a,y~ari :or,t}>'Q, fjigq"W,,,,s';jll ,th,e ill~ighbOl'IWoa
o~,,$p(}O)llinion'a1l)Wfl!ly.!! "Th"fltis". rather $igllilic!l;ll;t ,figlljCe, ,"[";;' ,
j,;SenatorBURDIClli,":I" aQ:.llo,t.quite: llnd.er~til!nd,it'Yet",. 'I'heGovecn
li\l~11tpays a C\1nsi1erfjitioIl!to:the "Oiltmd!oI1to,c,'(oith,is:work,.'.", ,;
",M,r.;RuBn'i. i ,The;,G:\1'1ieJ;Ilwent, ,y:qu,s\,y, Wl,y§,a,Co)l~lderatlon,l •
SenatorBURDlc~~'f:X~,~:.nq ':Y"fi:"i,,);i J!:; o-::i',!("U ') ,,::,.,.., \>;

'j ¥r,.!RuBIN., The.Government, will PflY for.11 share.of it; ,yes. "
""Elenator,BURJ)IGlli'! Wh.at is ,the .d.iffe'l\'1jllce,!between a regular ailR
lj,deyeloPlllent ,cOJi\trfjictl" ,;, w,: i '!i .,W;" in i "', " .•. , .' ' : ,

;J\fr.,R,)J;BIN.';rhe,poin,tt4at we make:4ere,.is that .the' way th.eseb.iIls
read they relate only to contracts directly concerned with research
and development. These contracts will not specifically provide for
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":OI':'PitrCE.YoD',cannot"$etalongwitliou.tit ll.ow,SellatOb But it
t"oKlO y~ars to co,:,:yillce pei>,ple' " ..'. . .., '.'
'Sen~torMcCLE~IkN-;Wllattypeofa terrible time diP. lie hav~?

. Dr: PRIOE! It 'took along tiIile'toconvince peopletliattliiswas
Ilot a dallger()usweapon bllt ~nsefulihve,:,:tion;AndIiterallytliis
riianliad~terribletim~tocorivince-people.. '. '. . .' '.'t: SeIi~torJ\:fcqLEJ:,J:,AN"''l'liat is,a very "I.'vid.. · andconvincing.i.llustrac
tion 'in' inyrillnd.· .>',. . . " '"

Dr. PRICE. But this happens fo~ all kinds ofdiscoveries-s-it is avery
rarescielltificdisc;o"erytliat is made for whicli everybody says "Ali,
this is just what we were ",aiting forYFor example, many kinds of
rubbe~ were availab~e in 1949 soit't\lok Iots of convincing that-our
rubbel,'wasgoing to tu~ out to be a much-better 'product.
,Senator MoCriELLAN.• That-vis one' ,illustration; 'Can you'give
another] . ..

Dr., PRICE. wen.r tliink my cliloroqllin antimalarial drllgis another
. illustration-on the' negative side. 'T 'am firmly-convineed'vthat tlie
proc!,"s we had developed, which iYas,in tliiscase, ",ctua'llyfa;ken
tlirougha development stage'atGovernment expense, was olear'lymore
efficient and more ,economical as, a ,p~?:e~ure for, ~ak_irHt:this,,'cOril~
pOlllld than the existingone, .Yetit was not reduced to practice.. Tlie
rnpney toillvestinaplallt---'--2 ...,' .. " .,.'.. • ." " .. ,
"'Senator MCCLELLAN. Would-youhold your answer a minute? . I

have somebody on the telephone I must speak to.
•'Ianisorry! •Goriglit'll!iiiad>n', •

Dr. PRICE. As.to tliis rigidity of th;e LOllI( bilJ."itseeInstdustliere
are very great differences in liow an invention ll1Iglitp.e IIIade useful
to tlie public. There aM··so$.e'f"rexamjJje, if yon .liavetlie qure
for tMcouimon cold__tliateverybodywilhvantto butit iIllIl).ediately.
But tlierea~emaliY'otlierillventibhswl,icliprove to beextmrnely
irseful,but",liicli wlien first discovered are not.obviouslYllseful,and
it takes a lot of f",itli,,,,lotof.6opViptio,:,:, ,and a lot of investment'Of
eff()rtbefore. itca,:,:'lieproverr tliat'tliese iirventi()ns. will be usefulfo
thspeople. 'And we believe there ouirhttobe some flexibility to pro·
vide these incellti"es in aYari~tyof!diffe~entsituations. " .' ,., ....

We think 'that tlie']1ong bill is ,a 'little' tOO rigidilll).ot p~()yi4ing
. enougli incentive for some ofthese'iiiiuatlons:;" .' •'.. •.. :,.

SenatorMCCLELLAN• Now, one dtl{erque,stro~... .: _,_,,:' .: ._,,'.;
You m~yh~""al~e~dya,:,:siYeredtlii~. 'T)ieanswer 'you ha'l'ejust

givel).maYhave·coveredtliis·.,' ',': .. .. '.'
'YoUs"lidonpage5: .' , .

,_ '.A.s:j~'evideJlt trom tll~,f()r~going! t~e, All1eJ:icaD;:,(JheD1i,'c~:SocietYbelieYes.that
tli.ere:~~e_two DlajOr:~u;bl~c_:b~n?fi~~ st~D1ITIing'fr?w:pa~ell:~s:
··1'l>~l).,No ..2:. . . .'

Providing-in~~ntLve'for·::the: fr~~u:t:in:tiY'_-nia$Sive:ihv~strrieftt-llece~sa:l-y 'toccn,~~rf
an ~t;lV}!~ti()~int()).l'pr(")_,dnc~.availa1:>.I.elt~ the-public.

A:~dyousa:y: •... > y

;:The, secJ~l1 of :these_p'r~posai~, w~pidbe :'s~~iorigfy- mld~i'niined-: iind-co~t~~+~~tecl
by the basicphnosophy inherentih~-l8~~,.,::,'"- .

Did your previous answer cover tliat?".: ..
Dr. PRICE. I think, essentiaUy-- . ',:. " .
Senator MCCLELLAN. Did not your previous answer coverthat ~
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CifSenat<lr!McGLEIlIlA;N;' ',I'havetried t9sayTepeatedly ,that: I; have.no
u.uyielding,conViction 'With respect to the issuesinvolved in this legis!>i'
none» Lthmk,that·the;Government's'.rrghts and the ta,xpayers'pghi;s
sh?u.ld berimply"prote~t\,d, but ~.her\,' isonsaspect that' i~:qllite,per;
suasive, mayhe';c()ncluslvely.so 'I)'lthmeand.,thatls;,that the: Govern
lI!ent goes out:t():a co.mpany, that ,nas',built',llp i.a; wide; ~xperienc~,.in;a
given field, has mobilized the iknow-how, .hasicinplaceland.readysand
the Government says, "in-this-particular area we woulddik\, .to:hav:e;a
giventhing~we willhelplfinance- it.,-;we,willfinanceoit,we willogive
you a contract togorighttoit.and.put.on.a crash.program. and get
this-thing done-for us." , I ""'" , ';."

Now that same company might very well prefer to .use .Hsn!"
search.iits skillarid know-howfor.epplicationto somethingofitsown
onto continue on 'Withwhat it is doing, arid-thus-reap the full benefit
from that effort. But there are thosewhoare contending, apparently,
that if the company enters into a contract withthe Governmentallow
ing .it.to. takefull advantage of lalLoi that ;vhichhas;beend()rie to
bringtheresearchin that areaupto its-present state so that-it-becomes
the, foundation ·for 'the. new, research, and .ifthe Government-puts-in. a
dollar or anything then it ought to have all of the'p.aterit:rights:that
ensue ;thiirefrolll;.Tdonot-think th~tris·;eqnita,ble.': ,Airrd .thatoiS'];he
thing thatgives:me concern,', Where the.Govemment-provides all.the
funds and.starts-some new.experiencelirid,does'not:get the advantage of
somathing-thatrhasalready been accumulated there.may.besomerjusti
fication.forpursuing the patentrights, there.maybesome.justification
for .stating.that the patent-rights ,shotild,go(onlyito,the Government,
and that the Governnient should take itiandmake itavailablet(),ani)'i:me
who.wants.touseit.' Lhavssimplytriedtoget the ,best evidence and
information that, we .canto. help .us.establish .the equity' as nearly-as it
canbe done between GoiVerhment/ahd;private;enterprise iri this field, to
establish adequate protection.for: the taxpayers, .and. as-the.politicians
often.say, .to. protect their tax: mcney-c-to.protect .their .interests- ,-and
atthosame itiineto be fair and tobejust to thosewhomadsinvestments
on ,their,.ownaJ;ld:ha"e' taken ·the' 'risk' 'in,theptivateenterprise 'field
and have developed-to-a point iWhere,itbecomes;agrMt'asset; the frame,
'work,soitospeak, for the· goals .that the. GOyerhhlent'seeksand needs.

And if someone has said that this is siluple:,Ldoillot,believe,that
they knowvery-muchaboutthe problemsbeoauseit-ismot' simple..it is
not, easy to find .theproper: .solution to "this;", I, think .you.hevemade
a very fine contribution to the record of this committee which-we :w;]]
have, to carefully.study.. .;L,'personally, appreciate your'preSence and
thetime.that.youhavegiven.us. ,. "",' . 'r ,I,
" 'Mr"DADDAR(6,,/Phimkyou,Mr.Chairnian, for tho.se;remarJi:s:" ,

I would like you .to know that-with, some.slighr modiflcationsit .is
my intention .in.tho.near .future to submit,a .bill.quiteoomparabls'.to
S::il:809.inthe,House:: "':) .','i""j( "Ii.

·'8eriat<lrMcGDEDI;AN.'I am sure that 8,1809: maynsedsome revision"
and it maY',welLformi the .basis.fotthe.legisJatiOll Ithat-nhts.committee
will 'reportr-and.itmay. not... i Ivdo 'm,£'know,ibut,,in 'any .case, it-was
the best that I,could.,findat·theithriei of,introd.1'rctioh .'I think-that
this isa :lnatter, of, some.urgency, ,!J!hereris .ho.disposifion.on.the 'p'art
of this committeeas.I' indic;tted\inmY;openirrg statement.totry-toex
pedite this legislation without giving'i-itr the ,atteritionm'nd, :the study
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Senator McCLELLM>The,difl'!'lteneelam interested in here, is,;v;here
the Government goes out for thespecific purpose.andprovides research
funds-in order to developdrugs .that-are benefici..Lto health. -Very
w~+L -The Governmentfinances research todevelop a better airpl..ne
or, something like that, and in the COUIJ8e of that It gets the product
it wants, butthere isa .byproduct or a fallout product of a discovery
or an invention-i-and.inthoss instances I thinkthe Government.could
very welllet private enterprise have it,takeit,Mldd.evelop it and get
it Qnthe,marketifjt:hasa,(}ivilianuse or a generalconsumer use,,',

But when the Government spedficallyfinan(}esthe experimentation
and. the development of drugs to efl'ectuatea cure of disease, I think
there is a little difference-c-it comes in a little different.category,

Dr. ProCE. Well, the GovernmenLfinances .research.iwhioh .leads
to-the-discovery of a better cureof some disease, and, this"is,the in
vention. Now, somebody wants to buy this thing from a drugstore
shelf-The questionis, How.dowego.from the discovery to the prod
uct which you and I can buy on .the 'drugstore shelf?
,Now,in many cases, Indrngsas well as in the new.rubber or a
new.plastio-eor, ,any other. product.ithere is' a question whether .this
drilg.willproye:to be better,Mldthereisa,',vastiI)Vestment neces
sary-c-T am aconsultant.for the Eli LillyCo.i.and I See the immense
expenditures it takes, to take a.new drug that YQu have discovered
that' shows, some"benefi(}ialpqssibilitiesin' anima'] tests, to find out
whether that drug is going to beus~ful in human beings-"this again
reqmresa.-vast.mvestment•.And itseems to me that you needto
provide an incentive' for thatinvestment just, as you need to provide
an, ,i:n:cenUye,Jor .the investment to develop"other new products 'for
thepublic.,:" .:' . .: ", ,i"

Now, I think the Government has a very great responsibility to
regulate the use of-drugs, But lthink thatthereis need, and lthink
it is important to consider this-s-L can be wrong, of.course, .Senator-i
but you asked my opinion. In myopinion as a chemist, there isjust
as much need, for an incentive to develop a .new .drug as there. is in-
centive.to develop anew rubber. i. . ".

.Senator McCriIlLLAN.IdonotknoW any of uswho could not be
wrong. Very well.
" BenatotBurdick.

Senator BtmDICK.. One of the things that puzzles-me about. your
testimony is that you speak of ineentives.. Yet, the 'I'alorifastener
that you referto.anostanything else,comes out of the humanmind-e
that is where it comes from. You are perfectly willing to deny to a
man who has spent aIifetime in sci~nce any patent rights at all. for
the work that he accomplishes for workingon.aGovernment contract,
are you-not?,:" "',', , " " '

DVPRICE. T amafraidthat Ldo net-understand.
Sem,torBtmmcK,'Allright.,'CompanyA hires a scientist who has

been working in your university for all his Iife.. He is put on a proj-
ectX. "I'hers hernakes a discovery. 'Thatman'getsno patents rights
for his work. He is the one that should be stimulated-he is the one
that should have theincentives, Is thatcorrect?

Dr. PRIOE. T understand, Yes," I. think' what, you are 'Saying ,] is
that when a mangoesto.work.for ]a' company.he .noIongerprivately
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;1Ii",);iy'Hiribehyeel1"ctili~s, Itwo)lldlJepossiblefow:ork outanequiteble
arrap,ge!)1'~nt'i<!,f "'e'Kctlisive" ;licensing'lior:: 'wha;tevei< degree "ther,eof

)appeap:~dfaTi.pt:'?l?~~a;telf;'~_Ui'.)'.I~Jd1 r;'~~:;~?n lh::::jj }" -hw ;:'.>+.::;'}i:i/!'f'{-"''-'';)

n:,r<shoilldilike'ft?'emphasizethaV th~'~"ec\1ti'Vehgerrcies.whichniust
'dMiIwithithtl'iJarent'prdblemwa; d"y:to'day,baSiS; withoutexception,
have,lea~ed the impottarrce'of;th~kind'of;flexibilit;vwhichS;,1809
owo,,,\ld'provide!';E"ell',thos~agencies'which'h'ave lieell,required'or-most
:jJro!,'e'~O:~xer~ 'tit,le)i~ rli<:i: %"el'fime~t; such: a~;,tH",:Aton:i~'Elle!,gy
'()OmnllSSlOnl'iith.,.~atl()lla;l Wewna;utlcs,ra;nd 'SpM~)AdlIilll1stratlOll,
'and the Depa;rtinelltof Health,' Educatiori;,'a;lld"Welfare;"have .found
itllecessi»ryrto:al~rt~e!rpractice'accordillg't;o' th,e:illdiVidllal cirq~
'stances; i" ;Youhave heard much' about :thedesmablhtyo-frthe'pmctlCeB
'o'fth~l\lE0 poliby 'froinithose'who fll;Vli>r'a;,rigid:Go.vernmellt-oiWner
,ship P?Sit!OIl., Yet1.if you look: at thel:964.:annuah reP?tt. of; ~he AEC
-for the (fOlllt Committee,you willfind: considerablevariation.in patent
treatment;' AEG'IlOW: -holdsabout ,3,OOOpatellts; '011 these it lias
'grant~d.ll(?nexchisivelic~nsesto over' 1,OOOpri"atCifirms;561ha;vebeen
'retamedb;v co:qtracto,,:s,; 330Jexclusive licenses:ha;ve' 1'eell.grantedrn
'"()utfield''' 'cases:;r\illll'tltle ,to 400patellts lias-gone:to-contractors; .sub-
jeetoruyt&l1:Governillellt'licerise; r.. : i , : , "i,,,:: ,d
,,,:Certa;inly,this, it'would 'appeal"tolme;.isrpersuasive .evidence o,f, the
,geedfor flexibility in whatever system is'adoptedi (lj i" , , '"
:i'-I"showd .like' n:ow'<to"turu' t{psevEiral isomewhat' <in6re"speciaJized
aspects ofthe pateutJ;l0licy problem. ,'" ,Id"
": Ollrofthese,iBth~'inrerna;tiionll;]fpho/'ftw;;hichlhas not .beenwidely
'dlscussedc 'We'h,avehea:rd'much a~o)lt"g1Yeawa;ys."Butamostvul
p-tlrable"giveawa;y'" :coJiditi()!,'ocqurs illl'egaru toforeigu rights when
'6Ul' Goverumeutta;kestitle to.inventions;' '-, ' ' ,." ,
'ii' ,Let me ~xp1aill':" ,Accordillg to U.S. I patent: law,:an. lLpp1i6ation Tor
'pa;teljltlmu~t:bea;pplied! fo",'by 'the 'iuventorhil1l.self: ,)iI1hePhi1iripi~e

'~ep1iblic:i8'the'ol)1y 'O'ttler' cou,lltry ill 'which this 'is 'required. In: coun
tries such 'its'$ngland;Franb'e,?l" Elermauyi' or many of the: L,,£in
A,I,llerica;ljl\1611i)tries,a, pa;teotiliay be ebtailledby'a person who'bnings
the iIiVellti6h'illt~' t)1at'~ountrye've'n'th<i'ughh~ilJiported' it,from all,
othijrc()Ulltr,Y'SUiJl;i'(lJS th~1JllitedStates:"" ",'"'''ii "" ," '" ',,,
"Thus, wHeijl\nvel1tibns are freelY' avallable'to,th~ 'Pilhlicinthe United
States, we 'lj,re'powerjesSfostdppeople iti'othlil'ilouritriesITOIll obtain
'ing patents (~11'"ther'CQuntrieiJOf tHe''ITli>rl!!,op'the baskof -inventions
iJj'adeillthe' Utilted Sta;teSby ;AlJi~ricaniJiventors:, ~eii'this haj3pells
:()ur ,ownG()veJ!nlJiel1t ca;i,iu\,t'use'the jtrveutio'n's'oll'whiclfthe 'jJ",WllI$
.~reo!itaJl1ed; a;nd eVell't)¥Alrleri!ia;Il'CO,ntpictors"r 'inventors-who' were
responsible for making' the, inventiolls eannot practice them,ill'those
countries without infringement orobtahrillgalicellse;,A!lldtliis1atrca;
tirti~whell ollrb(lj!anceiof;p'ay\nent~situ~tibhis criticala;n'd' of iimn'ellse
-eGol1()l?ic:iliip'Orta,iic~. ,., ,':,:.,j \,ff"". , . :~., r., .':li 1,'f,?;" '),':11; .. ni.'; ,;! , . "'" '.,','<.'
...'Allother aspectof :theproblemcoi1'ceru~tHe'so·called advallee'wa'tvel'.
Y ou-may -andpr6bakly' '1jiiv~beerittild''tWit there!ris '110 excuse ! for
'W~ivi'n'gti~Wori ari!ijfvehti?l1ll6ty~riu! b~ing." In'the main; I tend to
agree with' t)lispositiOlJ;:" •And yet ' the,eare$ituatiolls 'where it is
most b~iiej1cial t6t~e'Gove~m~ht'toh~a;ble to'wai'Ve'ill 'adv"'llee:: i1
-r~fer!t().cascs rh~re "':Federal agBl}c;v;:hi1'Vin~:discbvered'thatsOlJie
potentialcontractor ha;salreadyJdone:60rlsiderable'private 'researcli'ill
all area vital to the interests of the Government, approaches fu",t 0011-
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.tion tl,l~~ isc"'rrieclp"tint!:le DU:E'qll~ qq".intheGeneruIElec~ricCo.,
.inHeroules-Power, in Lilly, and so on, that is available be,callse9f.the
patelltla,,\,s"',u"i/ ,,', i'" .:-:', "'"

, So one is this disclosure of scientific in'ornl~tion, And this is a
great satisfaction, incidentally, for the scientists, We like to ,see what
we have done, see the light of day. And I can assure ypu ,that the
publ.icati0llo~the work asa patent o~asapaperwh,icli is made

'possIble by th"patcnt law is a public benefit, but alsoaprivate satis-
f,,:eticW to the inventor. "', ' ' .'", ,'.. ' " .' '.' '.',
'.",SeiC0nd, We other plIhlicoonefitis thisbusillesswhich I have em
phasized somuch, .the incentive to get the investment intod,ev"lop
ment--tak" thebare inventiollalld make i~ into aprOduct'Al,d I
tihink,these ¥".th~ phlilicbenefitstlIatare impprtant, and it is the vast
'mvestmentof Government funds ill research 'and develppment that
now make thi~a very ,importan,t publicpolicy decision, as.to how ,the
ll~eshouldb<i TI)-~de ofthesep.at<:llt~jghts•. ,.' /, ','., .,., .:, ',.,'
.:'. Sllll",torB'bRDICK.lf th".G,pvernmllllt retains,the patents, there.is.a
~ide-open fieldfpr the pllplictodevelopthatpatent; is there not!
., I:>f- .PIlWE<nth" <3:.o'Venpnen~,O'Ylledt):lepatent!'
SellatorI3m\orp,\,.)'"es·}<j'Veryb.odYII,,:S a riglItto it.. '. " '
Dr. PRICE. Everybody has the right to it, but nobody has any incen

ti;ce,to inyestinits 4e'V"I(mjI\ent if ItisnQ~P9yjousthat this is a major
br:eakthmug'!:l''l'here, ",Wcert",inly, be some patents, I ugree--there
WIll 00 some patents like, we couldsay,thecllridor the common cold,
If you could find a way to cure this, e'Very d~&,company would make
it, and every d,rug, company would want toh"'Yeit in its line of prod
ucts,and if it was available asaGovernment patent, they would do
i~wl16tlIeri~'Yasexclusi,veornot.) . '.,! .: .,'" '..../ .
,.~n.Oo~.m":);>y, Wany prodllcts ,tJ~is)s il!stsimr.l:y not the ease. ,1t
IS notobVlousth",tthIS.'S gomg 0 be better until It IS out and-tried.
, Senator BURDIQK. W eIl,certainly the public will have a better op
portllllity to develop a patent if they know about it than if they do not
know "bout it aridcannot develop it, ifit is controlled by somebody.
"Dr. PRr0Il.Everybody knows about a patent the minut-e it is. pub-
Iish'?d., '..', ....

Sellatqr BpRD!9K. 'rhey.d(1).ot have We'iig):lt Wdevelop it.
Dr. PRICE-. They do not have the, right to utilize it unless they get a

'.IkensetodoS? .'... "',' ".. ',' " '.' ", .,,' . ',/,'" ,
, Senator B-dRnICK. I must respectfully disa,gr,ee, .With you, sirv., I
thmk H the patent is avail"ble tothepllblic,thedevelopmentpossi
!J.ilities aregreaterth",nif.they,ar.ehemme4in.s?mew",y.. ' ".,
'. ,Dr. J'RIOE, I think the concern I h",yeis tIi",tt!:lepublic will not and
cannot spend $5 million or $10 million to take the inyelltion andmake
a product outofik ..,'.' ',' , ..'. -, ,...... ;', y < .•

Senator BURDICK. SOfie smart el'~I~preneur'YIIl.do It, a business-
man; ,"_'", __ -.''.'.--:".:.'',:, .. ,.',', ,_'., ',' _:_:~"".-,,:: ,:' ',". ",':"

Dr., Paron. But he .will haveto -prove it with a $10 million invest
ment, ' H somebody;else can tIiencojI\e ;naA'«:r itisproven.iandafter
lIehas~eveloPeclit,":11d make i,tfor a Iructiqn of th",t.,-itdqesnot. make
sen""tqnre., .r: ' "", "r,'"., ,....,,,.,.; .', ,'; .
. . Senator I\URPICI<;.JUS~a moment., TIH\l.'eI8 $5 h111101' 0 $15)}lllIon
inV91ved herer,.;:rhe taxp"'yers of the United,States have some money
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STATEMENT OF HON. EMILIO Q. DADDARIO, A REPRESENTATIVE
IN CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF
THE STATE OF CONNECTICUT

Mr. DADDARIO. Mr.. Chairman and members .of the committee, I
am grateful fO;1' the'(>ppottun.:::ity\to app~a,ra,lldpfesent my views on
this most important subject.

As you, Senator McUlellallj-ha-ve'Tecently been pointing out on the
fl?or of the Senate, a'i:¥t)ilng assffiiat~:rr~tl1.patents is likely to. be a
highly complex matter; and a Government,w1de patent policy is as
suredly so. I wish to. compliment this committee for its wisdom in
treating the 11)att.eraccordlllglYsand, not in the simple black-and"
white fashion 'which some ,people at both ends of this issue tend to
advlse~',":':':"i'_~':}'T;,:r:",'/-: E'T',i;( ,'; '<0

Itis.notnly41tent here, today, to recite the history of the Govern
11)~nt~y""atqh PfLtent problem, por.t\l' d,i.~9uSS tfLCjpfLpd .figIlrep,'Ilpr to
'prysentyou'witliiso)ated 9ase~ in :pciiJifiiesigllyd'to,pr\lve.an argll)Jlellt.
You have already been exposed tosuchd~p9jlssioll,~na.aa.eqjlate,ly,I
am sure. , ' :th;F"\-'J:T YFfn ,_c_':; ..::,.~), f'_i~;("::::>... L,,?<;~---:;';j~;;·,,>- "'~"'~F;;:;;':i"'"
," ,.;IlHt· I would,)ike,W~uJjil1iarizelllY philosoph:X'fon.the,GO"e,ijllp.ellt
o,'Iv,uYd.patl)1!it, <jueptJon·~·lP!tilosPP)jJ.y .",:hish T,9.eJie,ice,.is, pl1'pr~d .by
m..pyot:owwlle,agjlys:Tt1s also aph110'10phy >yhI9hhas emerged

·nom.a ggqq,d,e..l of,illter'iPt·alld,fijrie"spentjp ptu.4jV,and hemllngs...'-.'
. As youinay know, I have chaired a special subcoinmittee"IVl\i.ch,,,yas

charged ,with.thedHty of remewing .the (J-overnlHe11t PfLtentrylation
ship in' conllecti6ii';";th our natioiialspace progra1U:" We spent better
thap,.4y,~rp W:'; !thy'pul:>ie9ft!bjlF'Yee)1195~,a)l!j.' :19~4,; ,'YY ,issuedtJ,ree
AlaIor reIWrts,,'ie,porte.d,qut, ,t"IV0 bills amendmgi;hy.}htional Ayro
nauticsand~pageAct'p~tentsePtiori,aI)d pass~done of-them th,ough
the ~ouse'f~o{wb,il~TAm,n",ti"Piat~l}t}h-iyye~,aI\4,llwke;p;opre~)lpf
.of.be!llg !,njl>:pert!Wil'e(Sa~a.,to th~,pateI)t,pyptenl1~pelf,I, fL11)1"11)111ar
with the ISSUes surrounding Government patent policy, " 'i' .: -, '

,Mr-, <:iJh..irll)an,,J .h..ve.tb,r.ee,.11)aill• f9~~c ggnvictiolls .which I. should
,like to submit .tosou, ani\Y'0!1~P\l11)11)itteeon.this. m,fLtteil'J ,',. . .
. ,)ri~shit is ve,y C1'!"FtO,qle, ;that;whery ,fei\y~fLllyAin"I)ped,"ie,sefL'ClJ.
and: development,.is' .eonce~ed;;both. the Goyerll,l11eI)t'fLlld;cqntraptor
b,ave logicaland oj jlptifial:>le.fequities,iIi,j]lJ.e .(';"1Jlership,pf ,such'PfLtmits
asway,ari""ill.tb,ep\lur,se'\lt·theicOllt,a.cL, c;· [,<,,;[;.; .. 0')/ '!.'I"" f i"

.,~t;is idle topr".te,lld, j;{lJ.at the Qoye,nwep.hfat, le"$t,!1l i.ts. r'?le, 0f.re,p~e
jse,J;itll1gthe' pubfic, .has.no i:e,asoll.,f\l~.1\\lt: interest, in the title t.6 .such
patents, ,Without the use of .the 't",,\paye,~' f]1nd,s.the, patent might
not evolve in the first place-and the fact that the United States always
.has .a ITe'!fand" irr~"oqaNy Iicells,e' to. Us~th~ ,patellt, item.or. to '. have it
.produced .lJ.y i any. ,party ikphooses .f\l~'goverl1l1Jel,ta), !Pu~ose,s' is not
.al>yays,suftipient,to,mPtectth~pjll>lic.jnteresti' .By:the same token; it
.is e'lually.,lfllrealistil' to' .assert-.,that; the cOl).tl'actpr,'fW!ho ,may Iiave
contributed- 'l%BlllCl1 or .more:thall,theGoverll11)<m:t .interms .of.know
,how and.the-,exp.enditti~e of its ownwpneYi tpwari\.the de,YelQ'pmel1tof
thepatellt, has,no,cl.aiIn,.toownershipnortb,c ,exclnsiveTr)glltto. utilize
the patent .fOl;fcomm.e,pi"l'P/lr·poscs. h,'l'O.t"k(\tl1~)atter position!lllfLY
be unfair to the large contractor and, in addition, downright disastrous
to' ,the 'small contractor, to whom a patent portfolio is an important
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':iDr".I)lUQE,:;No; dr,;' onlyUfJ;der,the:NIE policy, which, I, vigorously
disagree with. In o~1:le:rdageilGJee:tlley:,will) assign-s-in ,faGt,under-a
'Quil;rWrIUliste:rjgrant,we did'dev,elop :",:very.interesting new:synthetic
,plasti(j; Po1YiKylenol.· ·Wearen9winiuWrfe,'ence:witha small.concern
l,y Phe:naJlie:of.:General :EleGtrJG astowhois .gomg,to,geHl)e :patent
.rigl$ts .en.this..., [ihey: published.Jt) a year:';i;fter: we 'did. But-we ,do
not,yetknOiWwlio,will,get:the:nat ent .',· ." , . , , ',,', .'""
'" .Butunder tile .Quat:termaster"we rnade all .agreement that theLGoy·
ernment would have a royalty-free right touseaninvention tllakwas
made. But we had the right to eJlinloit'the:nriv:atecommerGial,deyel·
opment of this material. .:' The:University,ofPennsylyaniahasinfact
taken my patent, which I assigned.to;;the:Uniyersity.ofPeilnsylvania,
and taken: ittoa'QOmnany to-see-if 'We'(jailiexploit thisinvention.

'Senat.orBURDtoIl.:, 'Was that;devel<'\ne4 underQo:vernmentr~sea~ch, !
Dr.. PI!!J'E.¥eS,Slr.;,under:the Q:t)artermaster,C,orns. I .thinkit ,IS

only-the ~TH"wherewehave-no :~ights.residing,with the inventor,
No, I like-to see-the 'rIghts:reslde,wIth the-inventor, .by all means.

1i4is:;is:WlhatIam -arguing ,for,.so he can take his invention .and
bargain with somebody to make use of it. 0, : •.. ",: ' :

, Senator.Brmnrox. lam: ,nokarl$1ling-SI: .am ju~t p9intingout the
'lUGQnsIswncY'of,the comnanygettmg it.anddenying It to the-people
who:<lothe",qtk.ji",, j,': '" ..' H"",;"",,', " .,,:j,.

'" ,DriPlUoE.J;think.the; i?consiste,lGY isnouthere, because Ldo believe
that-the whole.philosophy.of' the.patent.law-is that the invention.goes
~ the inventor, He is the.onewho.appliesfor it and he gets the patent
r-rghts., ."",.,:: ",,: '";,,,: ",' ,:'""

What he does withit t,).,seethatitis made use ofdiffersaccording
to the situation.v..: "A:". 0,., ',"" : '.' .'

, ,lnrnyGase,as a:professor,.1 cawbargain with it a little bit to see who
canmake use of it. Jf lam :alreadY'worlring .tor a company, Lhave
signed, :an:agreewent .thatthe.inventionsI make, will automaticallybe
assigned by me to the company-in exchange; for my salary and-other
·J:e:wa~ds.:·-;,-;,:-:,: .';:, ,';' Ji_';:,,>, " .";: T 'i', >"<,
. "Sen",tor BURDrCIl.. Now,you·sity .you are a; consultant to Eli Lilly
& Co. Suppose that company '''A'' makes a contract with company
"B"-this ispurely.private-e-and company:"A'rhas:ask:ed':B"to do a
,rese,arGh,prOJeGt,forthel)l-,-.maybe:ona:subGqlltraGt.basIsqr some other
.basjs',,,1'V'hatis-the :usu~1::praGtiQe!.·Does Aqr:Bhav:e thepateat.rights
of any discoveries made there! . .n " " , '.' .:
D~..,]=1I!ICE, .Wen,.l. ,thin), ;tb~S is. usually a matterofa greatdeal of

,GQl1'cembythe lawyers wl;t9 w:rite ithe contract, i .
d8ellator.BmrcIl.. Tanraski"g(j'Qutpe:pj'aGtiGe,,:L "".'

Dr. ,PI!f,CE.. I. wonld.thinkthat.the ,p~aetiGeusually.ie that:the com
pany that provides the money would usually get the right,s to develop
this. '."" ., ., •. ,:

Senator BURDIOIl.. Thath,asib:eenithetestimony before tmscom-
mitwe,-,-that,A.wqJild:retainthe ,patent:rigllts., ..... •:,,'

Dr. PRICE..And if the Government was going to develop.and sell
the patented inventions, I say the philosophymight be that-the Gov
.ernrne"tsbo:uldhav:ethe rightstQthepatell,tsWfinances. But I do not
think it will ever develop and sell them under our present .econornic
system.



IV CONTENTS

ApPENDIX P•••
American Council on Education_____________________________________ 645
American Society of Inventors nn '-_.,. __ ,.. n h_ 647
American Society for Pharmacology and Experimental 'I'herapeutdcsy Inc., 649
Automobile Manufacturers Association; Inc___________________________ 649
Americ~n Federation of Labor,an,4 Qpt;l-f:;ct~!3 9!_ I~d,1J,strial Organlaettone, _ 651
Hon. BIrch Bayh, a U.S. Senator;fr01n,·n(;ljau1J:.._L"'..:.,)--------------_____ 652
Bell Telephone Laboratories, Inc h.,. nn______________ 660
Donald Brown, patentattorney :.. __,__~_.,..------------------------ 661
J. H: Burckhalter, professor, the University of Michigan ~:_-,-:-..," ,~:6a,

Galifo~a;~~l.l;reh CQrp·..J"'-,.;, ... ,.....,:~,~ ~~,"-,"';"r:r'';''':;'::- -h-..,~-:,-::-, ~,.,:->- - ...-n .""-._'-L '.,'-- C,' •67-!·

~~~~~~!~~a:c~~J~tfr1tt~t~!~~!~~i:~.~~¥=·i~~~~=~~~'~·:·~=·~~:,=,,::~·:,~~: =,~~:= i= :~i' , ~~i
Carl Dj.erassi;)prqfes§'or' QL.~llelIlistr\Y,', ~,tahfor(l:Umver~ity.,;', "':;'~'::,'_ ~~,_ t: ~ _ ',:,:' 682
.:R.obert ,q~,:EIdei·field, xrolessor',ofChemis~rY ;"~hiViersi~y ,of ':Miehig~p:~,,:,-',::- ",'; 687

~~!r~~~j~;1~~~~~~~jjm
R?n. R;u~~llJ~~,,)iP,?-g, :::~ ,,;p,•.~•.ge~JiL~?X,;~r9~, ;L,qll;~J~n~-:- r "',., ."..;,:,:~,-:;__.",.;:.,.:~:" ~::- 719
'Wilsonjl..l\'!~l~b:r,.',attOlf1e:rc,,.-ft -" - ,,--( ."+. - -,_"." -f- - -ri- --7':",:, '"" --- ~ 720
Minnesota.Mll1111~':&·¥j:LnfuapturJ.I!.gqo_:_,~... ::_~,"t __,--;::_..,,,, - _::-""'," _~ .:.,::-_..,,,,::-' "',:'" 721
N a~ionat,~iR~li:' ~J3~w.es~ ,A~~o?i'~~iq~~ ~',,,:,:':~'!~:~.r; ~:"" - ,;,~~ ,;~, - .., "7 ~ -"7 r--.,,~:;,::_,:"::_,~ ,.,~, 723
Neisler ;'r..l1LJorator,~es.,f ~nc_ "7",,::,:::,-rirr -".,- -., ,,,,~ ..,- .. :,:, ":'~"-":'~::";"-~"','::- -_ -.,..,-::_":.,: 7' ::-"'-"":' 728
New Jel:s.ey"P[t~~p.i&;· J;a~,:M~~ciaMpIJ.'~ ~)~~,'~_:~',~~:.~ '~';,~ .: .,.,,_,~:::_ _:.", ~.: .,':~:'::_ ;,;:~~~ 736
'.I;h,e As~,oc,iatlo1,1 o~ ..th¢J3.~Fd?~,t,b,_e.~Qiyy;jOf; ,:.t'r,eW~ f,orf.,.,~,,~)~.;.,_,,::_'~ ..::~~,7-...:"..:~- 737
Wne New: "YQr~ :p,atent::i:.aw, 4ss0~latlOn:-~::_ .."',-~" .._:~---7"--(.. -,,"'- .. 7-,..:':';.,"'7 739

liN...·ortb Am..... ~dQa.h,)\..v.ia.tio..·iJ....~.' ill.,',c.~.:~,...;,.::"..', ,....;...~.'....-'-.'::.~<~.'~-.~:.-.'> ';,::..::_. ~'.-.. ,~.'"-.'~.~-... -.. '.;;,,,..,-.'.~."~::.:.-,.~ 740'" Robe~: ..A:~.,WqodtniF-Yj:'j 'c~;u~4t~~It,: :,' d~pat,ti:r(~~f!'9(i ,;Pharilia:#)h?~ii!: .the
, Vmversl~Y of,~ennessee::_,- ::_---:::_::_::_,::_::_,~::_::_::_::_::_::_ - ..",.. r'-:: "r,7'",::,",::_;- ':""'-";"-,,.;;,r;,:,,,,-'"7"', 743

State B~., p~ iT~~~~;.':p~t':'n.~J}:r:a.d,effi~l'~,a,I;l,~~9;p':y:~Ig~W'se'ctio;~~,~,-;~;::_'~:",.,.._:~:~_ 744
C."A. V-ana,er,W;eq,:p.:r;e~lJ~e:qy,.,Ji,()P:e; qRlle~€l::":';-: ",'- _,.,'::'.,,.. - -;:-=:-;- _':',_,::_,.., u"'f:" ~,.; 745
West~r~~l~,etronw ,,¥litCn*~q~'M~r~.AS,s9qlaMW~7':-~\::,..r:.7;., ,:..:- ~ 't.:..,:. ::_-'-;.:_-;., 746
WestmghQu~~,]j}le~tnc~, orp~_~·_.,.,~.,-",;';';' __'-"" _::-.',,:. __:'.,. .::_,~,::, _,..:::_,": _,.,,-;.,~, ..,"" ." ,_,.. 747
J. B. Wiesnen, dean,' 'sch-ob1.. ,of', sciEJrlcej":M:assa'chusetts' 'Institute of "I'ech-

nolog:r_~~__ c_~ '-'-'-.:.. ~ ~ '-'-'-.~_~ __''-__ '-'-'-~ ~~'-c_ ': ~ __.:'. ~ • __. _.,~ _ 749

11.;-','-:

HI



466 QOVEJ!,~~EJNfr' ;J.jA'J;ENT;!POLIC);';

.:Dr. WA'KERLIN,;.TheAmericil,hHeartAssoQiationd""plyrappreciates
the opportunity you have.extendedto .us to voice our views on. the
disposition of inventionrightsin connection withdiscoverics-acising
from research activities jointly supported by Government and private
fullds.;. ; , ..;. CC".·J' . • . d··.·

·We·.ofthe.American .Hearb.Association are fully cognizant of the
committee's need to arrive at-somegeneralpatent legislation to protect
the public, .as represented.by.the.Government'sresearch investment,
while also protecting the rights'ofprivll-te organizations. We also
realize that such general .legislation must be designed to apply to
scientific.discoveries in such-diverse-fields as space and defense as well
asto scientific discoveries .in the field of health in which we have our
prime interest. ."_,--':'~,:_:,::,::: ',_ ,'iY,; >:.::::' ,,'
,··,Nevei'theless,"'n .appearing;1jefore you-we would' hopetomake.you
aware of.certain technical-problemspeculiar to medical research.which.
vee are-sponsoring in the publicinterest. 'C.' ... ;...;;.
c Scientific research activitiesperformed-in .universities and.institu

tions. Qften!!receive-]oint, and-contelnpot.:3:ueOlis: support. .. Ifo¢' .com
mingled funds from two or more-sources... a:hde"d,.the;·U;S.,Public·
Healtll'Service, on/many .occasions and-in: the;' public interest.rhas
encouraged-support.of.research from theprivat" sectorsof the-econ
omy of this Nation and discouraged exclusive reliance upon' Govern'
ment-flnanced. support. While;we heai'tily ll-gree;with this. concept! its
fulfillment. frequently.createsa-difficult- problem..-. The·Public 'Health;
Service in its regulations.requires that its. .researeh grantees. agree .tc»
transfer to it ownership rights of all inventions. Similarly,;; the'
American Heart Association asks its grantees toagree to the.assign
ment of invention rights to.it.i This at timescreates a dilemma for the
researcher. And yet only a small fraction of; l:,percent of research
projects Ieads.topatentable discoveries. . .. .

It is no answer that the difficulty may be left to litigation; neither is
it .a satisfactory. solution -thatthe-.scientistebe.limited to acceptanceof
research support-from only a single·s'.'urce;~t wotqd be infinitely bet'
t~r to prOVIde a. method for. the eqUItable. disposition of proIlrletary
rights in any dISCOVerIes, smce the .Public Health Service whd the
American Heart Association both have the benefit of the public as
theirprimeobjeetive.

Assuming that thevoluntaryhealth agellcyhasmade a substantial
investment of public-contributed funds, it should 00 within the discre
tion of such agency to achieve' fullest public benefit byencoura.gingall
po~sibledevl)l0l'm~nt'.'fsuch .discoveries. Itfoll0"Wstha~th"remight
beinstancesin which-it might be advantageous to thei9,gency andthe
public-to achieve necessary-development-end appllc",yon. through
recourse to financial and specialized 'manpower' resourcesofa; co?",mer
cialorgnnization, To assurethis benefit, it might benecessary tooffer
the commercial organization leadtime-i-a reasonablenumber ofyears
of.exclusive license from the date of publiciintroducti0I)-0f the prod
UCFtO' recoup .itedevelopmental rnvestment.. i ;TM voluntary health
agencies believe this to be a practicalpolioy; for the alternative might
be to use their own funds to contract .eommer()iallyforthi~service;on
a-cost-plus basis. This, in the end, might prove tobe considerablymore
costly to the public.
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regulation bill reported on by this committee will empower the Depart
ment of Health, Education, and Welfare to enter .into an agreement
with publicly supported he~lthorganizations for the equitable disposi
tipn of proprietary int~rests in discoveries arising out of research
proj~cts ill which both wel'e grantors.

Th';'l1k y ou...• ; ."; ..;. ;,' ; ; ; ';.' .........•..
. Senator MCCLELLAN-. In tl18la~tparagraphofyourstatenlent, what

you would like tp have is the'peJ.>artment of Health, Education, and
W~lbreauthorizedtograntexch;lsive license tp allY discovery made,
where they have fiilan~edtl)e research? .

Dr. WAKERLIN. The "they" means who, Mr. Chairman t
Senator MCCLELLAN. The Federal Government or the Department

of Health, Education, and 'Welfare-where they advance' funds for.
research. . .... ;'.; .. ' ;.; ..;"';'

If I understand tt,is,ypuwa~'t.the ril$hj; reserved to that Depart
ment to make an agreement with publically supported healthprganiza
tions for equitable disJ.>psitil.>n, ol;torproprietary interestflill discover
ies "arising out of research projects in which bot~,~e'reg:r~P:0r,s;""'In
other words, to negotiate or work outal,l.arr>}ligeinentth~twould .be
satisfactory tpboth... \; ',.i.. . ",.

Dr; WAKERLIN. Yes';' that is right. . ." ""
. !3;en~t01'.McCLELL":N.;Inot.herwords, Ieavingthe discretion in the
:fJep~l't~!~llt"Jtwq~}Vllat\tam?w;tts to, ;. '.. . .

pro vI ":'r<Jj)I!r;r.N.. 'rliat.~s cOIr."'?t.. .,,; ; "';. .,..., .
S,,'i)at()r,;;M:cC4ErJ;,~N;.A.sto ;.hQ'lVA will cqntract for or about

prilptietary rightsiwhere it prpvides all or some of the research funds.
Dr; WAKERLIN.For example, if it should happen, which is not too

cp'llmon, that the American Heart Association contributed a major
part of the research support for a given project which resulted in. a
p;irticular discovery, and the Department of Health, Educationvand
Welf~l'e,ormore specifically the National Heart Institute contributed
a minor part, the negotiations mightresult in the patent. right being
assigned to the American-Heart Association, which. would administer
itinthepublicbenefit,prcourse.. ';... . . .. . .... -: .;.' .. '

Senator MCCLELLAN. III that respect, now, here is our difficulty, as
I see it." .; .•. i.; .. ' ',; ; '" ; .

It. is impossible .to.write a st~tut" with a formula in. it that. would
cover each specific case or, discoveryor arr.angelll{3ntwithol1~.leaving
s0'lle dispr.etion .in the agency of .Government illvolved:. .Ldo not know
how we.can do it, except to make .acompletely rigi4Government take
all"orthat you set up guidelinesw!J,erepy; under. those circumstances
the Government may grant an exclusive Iicense or grant the proprietary
right~;;-buteven where you. set up guidelines-a great measure of dis
cretion must be reposed in the Government agency.involved,asIsee
it.... ..<•..•..... " ".!' . ••.,.,v . ';;i '.' .,;

.' I do not knowhow you can .write a rigid formula that would be
applicable to eacli case.I:Just do not..knowhow y~u;can doit,

Dr. W AliERL1N. Mr. Chalrman,we. do not seek a rIgld formula;
Senator MCCLEDLAN. I know you do not: But I am sayil,lgwhile..

it wouldbedesirable if it could be done, just to' .spell everything out
in the statute,in the.lawitself', 1. do not believeit can.be done.
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'I'h~ f1]T~hef<W~&o il).t",~jJ.~~. *\1]1iI.)l(, ~I)<I~tj1~!#!e~uRj ~ptiitsfl!'PS
to me as tho1]&hl~~e'!"eI(}Rs.tha,tltlSJ):\SJ:.lWP(}SSlR~e townte iffW,
mula that wouldbeapplicable, thatcould say yes (>1' no.ineach case,
You have to leave a measure of ~iscretion. .. ..'> .i. ...,;..'.

Dr; .WAKERLIN.Tl,at I would "gree with,. sir... This. is. what the
American Heart Association is askingbe",ritt~nintothe legisI",tioIl.

Senator McCLELLAN. That is the way I interpreted theIast.para
graph of :rour stateweIl~cthaty!lu :-vantsowe latitude, some discre
tion left ill the Dep",':i11lent o.fHe"lth,Edj1p."'ti"n,a,nCl Welfare.. ..•.

Dr. WAKERLIN;dlmight saythatwejJ.a'!"ealways f"llnd negotiati",ns
011 other matters with the Nationall-Ieart Institllte and other por'ti(}Ils.
of the Public Health Service andfhe Depa,rtment of Health; Edu~

cation, and Welfare m.ostsatisfactory, most congenial.
. Sellator McCLF(LLAN.Inother :-vords,you have had pleasant rela-d

tions so far.
Dr.\y"AKERLIN.. All throughthe years.sir, . .
Senator MpCLELLAN. You want t", have it left that way.
Dr.jVAKERLIN. 'Thatis correct.:' ;'. '.' •.. .•. ....••. ;. .'

.SenatorMcC~L~f-N. That is what :r"l) .are h"piIlgfor.
Dr,WJ\.i<ERL1N. InCle8d,yes.. .... ·i. .

Senator MCCLELLAN' Very well.
Senator BURDICK. Your funds are deri"eCl froW Federal sources and'

private sourcesL. .'. '. .. . ....•.• . i '.. • >i .• '. .•...•. .
Dr. WAKEllLIN. Our funds arederi"ed ft"'lllPublicIycontriWted

moneys, sir. In other words, we have aHeart, Fund campaignwll.ich
goes through the. w",nth of Februar:r'and c~rtajn contribj1tionsco]i1e
in throughout th~ .year.. There are ono<0asionieClucational or-com
munity programs ill ~he cardiovascular field where the National Heart.'
.Institute ortheheartdiseas~controlprogralll of the Public Health
Service may contribute t.othe pr",graw. and .we contribute also.. +Il
that way, there is "certain: amount of working together .in: terms. o.f:
funds;' .. .. . . ..;... .•..•.. .. ' ..•.........•...• :

Ocea~ionallytheAlnerican. HeattiA8,socia,tion-,-tIlisis excepti",n"IS-..
may for a. specific project, where. it seems more desiraible. f(}l'Onfl
reason or another to have the fU11dsexpen~edbytheArn~ricanHea,rt
Association, on behalf of Government__has 'arrallged foragrantfrom
an agency of the' Public Health Service. Thus, several years ago, the
American Heart. ~ss~ei3<tion,"adm~niste~eda:tr?,V"~1 gra,nt,.lr0nX 'the'
National HeartInstitut~whichenabledselected medical scientists to
attend an importantscientifipmeetinginE l1rope.. . ..... . .. ,.... .• ..

Senator BlJRDI()B;.. Cari· yOU gi"e meanybrflakd(}wn of what per;
centage of the funds come from voluntary contrjb\\tions, what per
centageofth~fundscomefr011lPublic Health Service, what perceN-
age of yourfunds'eome from private industry? .". .. .

Dr. WAuRLiN.Money from the Public IIealth Service, sir, "'Ouinbf'.
a fraction of l' percent, and in some years it would' be nothing." ,'Ve
receive contributions from industry__I cannot give yOll the exact per-"
cent. W~ have only one complaint about. this, and that is we would
like to have more fundscontributed to usbyindustry. '.' ....•. . ..

7'l;tem~Lj?r part:of our funds' coi,Iie'from indiyidufll eit.i~_e1].s~B'~r:i_:l1

smallamounts, .... . .' ..' '. ". . '; • .:.... ....• .
.SeliatorBl!RDrc,,' Would itbe a fail' statemen~t()sav that a majcr-
.J of your funds coil\dronl contributions of citizens 1 • .
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Dr. W AKERLIN. Y~s;,arvel1ydistinctm:ajority,approaching 95' per
cent. Indeed, approximately $10 million was raised on Heart Sunday
last February by door-to-door solicitation.

(3enatorBURD~p"'.Andnotwithstanclillg.the.fact that clo~e to .95
percent ofthe nnidscome from the public by wayof dollardonations
ijl5 donations, and maybe 5 percent from private industry, youwould
life to grallttb5s e"cllisive' lic~n~etq th~ln for. discoveries 1

Dr. WAKEilL1!'<:, Onlyjfthiswere necessary in orderto be. certain
that a particular discovery was properly made available to the public.
In' othel'words,i£ .theAmerican"Heart Association-on' negotiation
with theD.epattmellt qfI-Iealth, Ed\1catiOl~,and Welfare-did receive
proprietary rig;ht~, the. ass()ciation would administer the patent in the
public interest, .andifthiLrequired giving .Ieadtime to a commercial
organization, we,hqpe, ,'WeIUight,hav~theTight to, grant an exclusive
license for aliiUitecll?~riodoftilIleill()rderto make appropriate devel-
0PlUellt of.the discovery possible....' ."',' •. '. ....

Foresample, although Penicillin was discovered in 1029, it became
availableolllJ'arl?io~dmanyyears.laterwhenefforts were made to de-'
velop it, incllidillgpitot plantoperatiollalld then large-scale produc
tion" This required la'rgesums ofir).oney and adequate facilities which
a,refrequently available,only,to,coWmercial organizations.. '.

There might be other l?at~ntswhichwquld not require this kind of
leadtiiUeor.efclllsive lic.en~e.,.:·
.,Senat~rBmWldK:Weli, Ish#e Jl1,,:chairman's concern to write a

section in.thislawto.do,the.th1ogsyo.u·.want,todo,withall the safe
gu~r~~you''W0ul~waht,:i~x·v.e~''Y9.i~c~~lta8si~eIiL ,_ ',""'" ,,'

..,'PI'.'WAKERLIN,'W"ll,··I. th,inkth,atif .the .!,haiJ,TIian's, suggestion. is
adopted, that Department ofHealth, EdycatlQn,and Welfareoflicials
are. given authoraty, to, n.egotia.te,with voluntary health agencies who'
are in the researrch,s~H)pqrtfieldwhentl~eapprqpriateoccasion arises/
thlsvyquldtake c",re'lHJie iUatt"r. . .'.' . >.. .. '

'(3enat()I:IltrnDI<J"': I'h",,,e,aj~ti:l~,60nc,,rn ~or the people of thet1ulted
States who put. their.dimes.and nickels in there, too.
'Dr!W'AKERL~!,<:.Wedo.too, ~ir..•.. They are our lifeblood.
. Sell"itP,~"?trnDIO"': That c()llstitute~ almost 95 percent of your COIl'

ti:ibution~yousaY,. . .
Dr. VVAIrnRLIN. Yessir.
Senator Brnorox.: 'I'hatisall.
(3enatorMcCL])lc:L"N-.Th";nkYl'l1l.veryl'i\u.Sh. . .. .' ." '.'
Mr. BRENNAN. Mr. Howard I Forman, .president of the Philadel-

phiaPatent LawAssociation,
Sellato~MCCLELLAlj'. Yeryw~n,Mr. Formall :
I note you have a prepared statelll~nt,Itisof some length, Would

you be willingto file it. and.Iet it be printed 10 the record and high
light it for us 1

·Mr.]j'0RM.AN, Yes, sir;" I willnqtre£erito the statement as such
today.. v. .• . > ..•. '. '0 ..•...•••

S~uator:McOLELLAN.Beg,pardon! >. .' • . •.

Mr,.FoRMAN.I wouldappreciate.havingmy formal written state
mentfiledin the record.

Senator. McCLELLAN. ItIIl",yber~ceived and published in the
record in full. . . .

..... An.n. ''',' _-'-.... "
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:(T@prepared:sf;;iterniilitofMr,F'oiIhap;follows:)
, .., .>".:" :"<.'".i"

STATEMENT, ,BY' HOWARD 'L: :FORj,r-AN

MY-)l~#te'is .'Howard'.!. Fo~lll~n. lam' from ~-P1Aladeiph:tA, Pa., "and my
prlnclpalcccupatton is 'thatof a patent attorney. " , ': ,,'

l'appeartoday- in: a dual capaclty: (l}as prestdenttofothe-Phtladelphla
Patent Law Association ;and·(2) as a rrivate:citizeu.:who,.us .a,taxpayer- a,u4,
a .Iongtfme student" and _critic of uur G~Y_~r1?-m~nt's,patentpalisies, is,' vitally
collcerned. with the effects, which t lle bills ull~er ~oIlsi(}erati~Il_may have .upon
the public welfare if enacted intolaw'. ",.",'; :,c.o: - - , ,.,'

With respect-to -my.nrst.capecttv. I -presume .nostatemeut.ormy qualifications
is -needed.. :As to lllY: 'second. role, I :wouldli~e.: to ,br~e:flY "state 'myquallflcations
in .an effort to establish jliStificationfor ,mY e~~im to 8P~~ solely with the
pu1Jlicinterestinmind.. ~ 'feelrthis is i~p()~ta:llt':beclluse.of a.terrdenc-y of
some-persons in pUblic :life ,tobeli,ttle the 'views 'on. Government patent :'policy
matters<cf spokesmen, -whoicome i from.rsegmentsoof -industrv or, -the. patent
proressron.. particularly: if they" happen .to. :m'alte:,their ::~~YelihQod: by'" eervtng
industrial organizations not normally classffiecl'as E;:lnall, ~_usIil~sses:

I ,have, been~l1gagedill the practice Of,paf€mt1aw',fo(dver20, years;'~h~"p:ast'
9in the-employ of a·,corporatechemical-.,manufacturer--whose only· Gove~nment
contract-In that tpertodJias. been 'the",operatlou.', of, a.ismall-vresearch. .Iabcratory
for,tlle,Army., ,Prior to my present .PQs~tioJ:).ll1Y:',entire ':V-9rking:ex:per,ienc~,. cover
ing u: .span. of 23 years, has been as a, _Gpy~rl1llle_nt '~J1lPl0Y":e~" a,s a clerk, as: a
chemist, and as a patent.attorney: ,In:7 of the past 9 ye~rs} have been a lecturer
in political, science' and" public' ndmrntstrattonat'Telliple, University,'i];r wh~ch'
two fields Lhave.had.conferred upon me, 'theearned degrreeaof.master-ofrarts
and doctor of philosophy by the University of Pt:p:,Ji'sYlvawa,:Ry~r .10yeJ-lr,s .agn,

My: doctoral dissertation, incidentap~,~U:~,been{)llbHshed as a book entdtled
"pa,tent~Tl1eir:Ownership 'and ·:A.diriIIlistr.ati?n'~y.'the u-nited ~.t~te~.,Govern
merit.' jIt ·wasi;based"on'.-my.··'experien~es,:iWhile';serVing,'as., consultant .to tthe '
first Chairman of tbeOoverumentPatents. Board':iriJ~50. Since-then. Ivhave
had published: at least seven.major articles, InIa.w r~vie;:WW,textboo:ks,orencyc}o-'
pedlas, ou tbe.subject of Government patent policy.. ,J\. :~ist of those pUblic!i~ioJls
is appended hereto..1 'a-m' 'also the .author' of' 0lle,oth.er-book andedttor .of- two '
book's dealing generally. wlth-paterit law'and"praGtice;,and· author -orapproxi
mately: two-dozen more law .revtew artlcles.on.iP~lents:and- related .matters.

My views 011 Government patent policy, inc~li~~ttQ.'Ylitch:,Ihave: lon~e:X:~l()rte.d
the. Congress to 'adopt a number ()ftlle.pr~pos,als:",hicli,ha've been incorpoxated
in the bills under conelderatton,' are am~tb~r' of··pul>lic. record... They appear
not only in the publtcattonson the·.att~ched.listi,but.als-o:in,.·therecords. or. the"
hearings on Government •. patent-spolicyc held betoee .this' same..subcommittee
(re S. 1084: and S- 1176) ,on .. May :31;1961, .. 'and the .hearfngs .betore .' Subcommtttee
No.3 of the Committee on the Judiciary of the House of Represent~tives"on
March 3, 1958, re House Joint Resolution 454 regarding the Tights in inventions
made by Government employees.

I submit that, in view of my background of govemment.iuntversdty, and industry
experience, with the past 15.years having:beeIl:,extellBi'Vely.• ~evoted to shl(iying,
writing .and lecturing on Government patent- policy,.my personal COmmentsand
suggestions which follow deserve to . be .consider~d. on .mctr merits and . 'only
on their merits. I do not feel beholden to any industrial organization or.profes
sional association,be it my, employer or' any' group ii;i which, I'::hold.:melll}).~rship,

to express,views ()r ,recommen~ation,s ..\Vl1iCh _necessarily. coincide .. with .thetra.
In stating,my personalvie~s I speak o~~y for. ,1l1y'self , and' disclaim speaking for
any other person or organization with whom or with which 'Lmay happen ,to be
or have been affiliated. :,' ~-;, j t:

Reverting .to. my:,first,cl"!pas:itYj;'Lnow::o/l$J:itoi:na~~;.a statement-as- pl;e~iclent
of the Philadelphia Patent Law Association, an organization of patent utter
ners and agents whose active members ,r~.si<le or, llpee:roployed .,in the. eastern"
half of Pennsylvania, all of Delaware,' and'roughlY',the:'southern:',:half'of;N~w
Jersey. ,On 'behalf, o-fthat'!RSSociation's,board.: -qf; governors;' it '-i,s-',my prtvtlege
to report on the following action which was taken at ,a:,weeting:h~ld:ln:Phila
delphia, on ,May '27,: 196\'}., .. TJ:1is, :3;ct~9n,.inci,dental1y, {()llo:reda:,care:fu~stl~dY
and report of the four above-mentioned bills' by the' assoctattcn's ,~pec~al'sub~
committee on Government patent policy. ' i/, ' , -
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;W'ILS.ON; OJ;iElIDORFER,' ~eoretar1J.

PHIDADELPHIAP,.A.'l'Ei~;'L~c\V' 'ASSOCIATION,
COMMITTEE ON, GOVERNMENT. PATENT POLICY,

'Government' patent ,policy offers the' foljowlrig

; PHILADELPHIAif:NI'ENT LA\V,;AsSO(}IA:'1'ION,_'i,:".
;':~ . ,,:.;.,' ',,:~.:.:BPAI,ID OF GOYERNOR~,::,

We 'believe-that-the' progress. of tthe: useIUla~t's:js' most,'effectively-advanced
whenvprfvate 'enterprtseJs 'made' secure in _the .excluslve right to 'what, it has
cre,ated.,__ webeneve -that, the.tmachineryoof governnient:is:11l,adapted"to "the
economic _and: -effectivaexptottatioir -of "inventions in the' civil' fleldc-and .should
not, -orivprinctple, "compete .wtth- private -enterprtse, nor, 'favor one enterprise
aa against another.' ,. - -
~e1Jelieve,in short, that patent pro~ection is an essential element of indus

trial',prOg;ress;andthat'gOvernmentalownership of'patentTight~.leadsto stag
nation; 'because-govemment, as such, .is 'not tnoa-posttton-to enforce the protec
tion w~ic~isapatentIs Iutended to afford; "
;'With,':tliese ·ptinciples;.-.inc:mind;'we .eamestly .. 'commend the: terms -of Senate

bill 1047; which-would bring to 'an end the-unauthortzed-taleing-of patent-rights
by government, except when uational securtty requires."

With these principles lu.mtnd, wa.uleorearneatlv comrnend-the .provtetonsor
Senate btlls 789IiIld'1809,'but not itt the.preclserorm presently; proposed. Bather,
we very greatly- hope that-these .two measures might be consolidated and, then
etreamlfned.dn accordance with theaccompahying·recommendationsof: our. com
mitte,e'on::Go'verriinent"pate~t .policy;' ;If. such a consolidation; .could .be .effected,
the~resulting system: wouldbeflexlbleenough.to permit accommodation to widely
varyiilg'Ci~cum'stances~. ,','..... ,"' "'.'. :'" _.'.

On"the-other: hand if is' four. 'view.',that '.S.':1-899, is 'unduly' rigid', in: it.s -terms; and
that' it' would: provide-a 'dess "effective: means -for. .stimulating real, advancement;
since it would increase'theilurilber,dLinstaIices -dn.whieh .the-patentiwould be
owned by government/and would thereforeafford no n-eal-protection. tota licensee.
,:-Weauthoriz,e and ,'request -our,president-,',Howard,L,Forman,-,to present -to the

Senate' JudiCiary".Oommittee;, 'Subcommtttee .on.rpatents -and Trademarks, .the
views'expressed"above;:and:the specific, recommendations of-tour- committee .on
Government patent -policy;',"" '-:.: .': .',";',: ,
,:·The. foregoing statement was adopted.by-the board of governorsr at..a.meetlng

, held on Thursday, Ma~ 27,1965.

'".Your committee on
recommendatdons : '

S. 1047 (Williams;. ,~~J.l". r.rhisbill' requires the Government 'to .aequlre a
license..'before ·,using.·'ir· "patented .illvention., unless.' the Secretary' 'of Defense
cel."tifies .tha~ the 'll~ti0J1al S'ecu~ity-requlres. its use; ·,·We ·u~gethe.board to fayor
the prompt enactment: of this much .needed legislation; in}t,he"hope -that; it will
stop the wholesale emasculation of privately owned.ipatentvrtghtsiwhtch has
become a national scandal.

S: 789 '(Baltonatall ) ; S: 1809 (McClellan) and S. 1899 (Long) are all directed
to the ll,alldling of patent rights in Illventions, made under R~ & D. contracts. We
shall Gompar~',theirmoreImj)ortant· prt),vi~ioIl8: in' what follows:

We think'thnt section 3 'of"S;'789; which,provides that the Government eha.ll
always receive the: fi~e,e)uld n~nexcl1isive'rJg~ri9-us.e-;anY.i~v~ntiolimade .with
the lise of,Government:fund~bllt8lial~takerio~:reat~rrightexce'ptunder'sp~ified

circumstances, is.le~s'1ike~! to'-l~~d':to,.uIlnece~sa~y',r~s~rictions·'on' .creative'Xn
dustries than section ~ of S;'1809,:w?idiprovides f?:I." 'thetaldng oj broader rights
(including title) .'unless certain speclfled ',cirpnmsw,nces justify exceptions, ,

We think that' section 7 OfK 789, which calls 'for renegotiation only when
sUbsequel1t,and_unfores~eneventsreqmree tt, is,s?un(1~r in principle .tnautjiose
provisions of section 4 o~ 'So ,1809'whicl1,reqtrlre'renegotlatdon evervttmean In
vention is made.' The taking of greater' rii?;htsunder K 1809 should be condi
tdoried upon a findingth3:t the-public" interest will be better served by such
taking; fnadditfon to the 'finding presently .reqtttred.vthat the Governmen-t-bas
therigbttotalre... ' "C",," •

We .see no ,Pr6:spect of eommer<;ialexJ)I~it,atioil"6f ,'a,ria~~nted in,:entian" owned
bY,',Gove;t"I1mel1tUIllessth~:'G()vernIIlen.t~~a,nts:tn·exclusive license, as provided
b;y,section 8 of S. l,8~9".butsucll a lice,n~,e' is oflit,tl~;v~lue unless it Is fmple
mentedby the right to sp.e'infringers;I~'~ee~s ,a!1,dm~l9·u.S to us that the Gov-
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ernment sb:0tild'bring;,'su.:it:a:gaillst .one-of.rlta' 'citfzene for using a patent right
whfch'belorigs to all cftdzens, or that it should gain the same result by indirection,
by'giviug the licensee "the: right-to 'bl'ing. such.Eluit.,-"lfor,these':re~sons.weurge
that any.Ieglalatlon framedonothis- subject.ehouid beso .deawn .asto. reduce .. to
a; minimum rne sttuattone-tn which Government-takes title. .Eor, this reason,' we
favor 'the. approach- employed. imS.:789;: whlch.ileaves. title; with the.__enterprise
that-created the tnventtou, but .reqntres, the .patentee.touoeuse .another-Jf he
fails to exploit the invention in nongovernmental fields within .a ..reasonable
time,., ., . . '. ::::'.' .:....:..~, .. ','.:..; ',c' :",' ::',", .:......,.,,'.:..; ", .... :.:.>:.:'

We respectfullyanggeatfhat- section-Idi ofS.·789,be,ma(ie... the subject .matter
of- a separate btll; . That,sectio.n::deals. with. awards for. Inventive. contrfbuticns,
rather than with the subject orpatent rights.o.: ,'::'>':,' ;:~:<" ': < ' .. ':;

It .Is our-hope. that the. desirable .featuresrof -thesabtlla call: he .consolfdated
Intora.practical, effectiv:e, and, uniform system for .the.allocatdon.of.patent-rtghts
in inventions made under Government-contract ::"': ::: ', ",_ ; ,

we are' apprehensive that the "very.' broad' direction gtven- in, section, 4: of
S: ··1899imight·lead:, toa. ."Government- .takec all": policy;'.: wtitch-wouid discourage
rather' than 'promote invention.": 'r'he-waicce 'previsions-of S€,ctLon:·l0 -of S; .1899
are sostrfngent as:.to ruuv justify: that: apprehension; .. 'Nor: -do ewe', see- any: need"
at tremendous .eost; to duplicate theinformation-gathering>functions' :of,the
Patent Office andthe Library of Oongtesa-aa'contemplatedby section 70f S.1899~

'We commend, however, the concept of a single authority tnmake.polfcy deter
minationa-ror. ulb agencies" land ..bherconcept .of 'giving ;the 'Board.or«Interference
Examiners the duty to.decidewhether·an;inventioJiwas ,01'was mot ','made',',' during
the terms, of. contract. and.dtd.ordtd-notfall-wtthln- its, scope;

We" adclJ'three:veryearnest'recominendations M: .tocterminology.
1. 'Dherexpressfon.r'sthe concepttonr cc.flrst-actual -reductdon. to practice", (sec.

2 (g) of"S;:1809) ds one wbich"often··works'ft"whblly:ueedless:hardship" Patent
rights' of: incalculable valueuhavebeen: decided; tnrthousands.of interferences;
on a reduction to practice which was purely constructive': namely, .the flltngdate
of':-the,' application. .we' strongly' urge that .theword "actual" be deleted from
this phrase.

2: The'exr>ression.:,'.'at'all'tier·sithereunder" in section of 8. 789 is poten-
tially extremely mischievousan~Shoul~ be deleted. Thi,s could require the man
who digs the 'foundatdons: for a-,:research/facility to secure an invention agree-
ment rrom the Iaborecsonhtsstaff '

RUnless there te to.te a..fundamental changeIn.our patent-system, it is,only
the inventor who may apply for a patent. The wording of secnonrz in: 8.789,
of section, ,7 in a.uaca.cr.or secuon 6 of S; :1899:should:':be revised to avoid any
inference that the applicant. fora .. patent can-be.anyoneother than the'. inventor;
,:we urge -the 'board-to. approve. and. adopt. this· report, In.prmclple, so that our

vlews.may be presented, with:your,Spollsorship:;at the; hearing: to be held...June.
land 2an allfourof-these. bills. .

Respectfully SUbmitted.
ANDREW R KLE:IN ,Cha-irman;

~b'o~e' rep'mton' th:e~~ti~;n.of.:th~Phil~delPhia':paterit:£~;iss~~iati(}n
concludes my· statement o,n behalf,of:thllt organizatdon.cc'I'he balance of this
statement will conetttute viewa which.Lexpress.purely as, an.Indlvldual.

I 'wish to. congratulate, each pf.tl:L.e rcur .Senators ,-w;l:t.o: have .respectively spon
sored. the .. above-mentioned .. bills. .Each. of .them has proposed a btll.rwhdch pre..
scribes .a.umrrorm.. Nll-tlonal.··.Governme:nti"pat!illt':policy. Such u:qJformity, is
highly desirable. and .long overdue.; ,A ,uniform-policy: -will go:a .long :way. toward
creating order oueor.a. situation which-Jras been ina chaotic-state. for. some
85years,~ .,., . . ·.,>::,,~:,:c: .: c':>': 'e,',,:' :;'"

.whlle I do notbelieve ,that:any, of..-tha four-bdlls .in.dtself contains provisions
al1(o~ which wilLbest serve,the:,publicintereg,t, I do"believe. that. some of them
contain provisions,which should be enacted into, law' at the earliest possible trme,
Actually, Lam convinced .that the. public, interest ,,,,ould .best be. served if a: bill
similar to E.R. 4482, which Congressman Toll introduced in theggth Congress,
were adopted. Such a bill WQ-lll<i,do more co.promotezhe progress or the iar-ts
and sciences, than any. of .We bills, here.unoer eonstderatien.. and. would annually
savethe taxpayers ,many"millions,of dollars ill administrative expenses which will
be IncurredJf S. 7,89"S..:.18'0I1".0l;.S.,1899 Isudopted. Moreover, the Toll bill
would also dispose of the -problem concerning rights to inventions made by
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'Government' employees, which::will mot-be. dealt with .upon.enactmentof: the hills
now being considered ,bY -the -Senate-Paaenta.Bubcommlttee. T)ntlJ-tllat .problem
is disposed of by 'statute, ,atruly-uniform,.:nation1al policy, regarding righ,tl:) to all
inventions: artslngoutor Government-subsldized-researeh will not be achieved.

I" recognfze.chowever. that-the .polittcal-cltmate.todayIs .such that a,bi1l_J~ke

that:or 'Gongressrnanv'I'clf's has- Uttle. -chance .or-.being _enacted. .A.GGq:p;ling,l3:,
to be .as constructive: las possible, I would .llke .to make -the following" generaland
speclflc wecommendatlons with regard .to the bills here-under- consideration.

First, as to S. -1047,,I:wish .tousge 'its 'adoption .in order ,to"eliln,inate 3,1\ .In
equity of .long-standing -that -has 'unnecessarily -caueed .great hardshipstoownera
of patents on inventions made wi-thout 'any governmentalassistance.,R~cog~

nfsing. that there "are 'times and circumstances -when -the. Government must have
thea-Ight -toma-ke use of even prfvatelyheld patented -inventions .for .purposes of
national .derense.. it,'is -unconactenable: to, .permtt .the promiscuous use of the
'Government's right ,of; eminent, -domatn dn-casea where. other.measures may, be
taken which would not jeopardize,the,Nation's.-defenses.This bill will ,rectify
that situation -without any dllutdon 'Of the Government's right to use whatever
dnventiona .are deemed essential. 4;0 the-defense-effort; ,I .hase oIlly"q-n~ minor
.suggeetloneegardingothe wordmg of the 'bill, and .that is to change "apat~nt"

to-c-an unexpired-patent-e-on page 1,,1in'e8. .I believe the reason for-thte change
should beself-evident.• ,,: ,,'" ,,",', ",.: ,,", ,,', ,':,:", ,,'

or-me three remalntngbjtle, I belteve .that S. ,1809 comes .closest to"representing
the kind of Governmenta patentjpoldey weahouldrhave. It~on'4lins,many de
sirableprovisions·-which,parallel, provisions set forth-in thememor:andum and
stacementon.oovernment patent policy~hichformerPresident John]'. 'Ken.lledy
promulgated on "October :10, .1963-~; ::It:, adequately covers the, -sftuatlona which
.So:,189R purports .to 'take .care of-dn {the ~public .interest, .but does-so.wtth some
of the' flex-ibility .ehat 'ex-perience. with,:administratioRof-the. Kennedy dirtectlve
.has .shown.to :})e:prefer-red ·by 90v~rnment!ad,Illinistr::ttorsand.contractcre allke.
A number of provisions in S.'789 deserve to be given serious considerat~()llf:and.I

willrPoi':r(t, out-thoae wpichI feel. would improve. S.18()9.. ,·A.t the same :timeI will
indicate those provisions in both S~'789and.S. 1809 whichI believe should he
reyised;or-~Hmin:ated.., ""'':',;, . /. ,""":"" ..... , .'. ..... ..' .. "',"

ReferriIlg-,now,to.S. 1809,.the ,first· Item .that should be amended istl1e' defini
tion of J'made' in section 2{g) .. 'r am well aware of the origin of the concept and
the .reasons rcr not. exempting :iD,i-entions;tha~ have been :constructively .reduced
to practice, but I have never been -persuaded .as to :the 'merits thereof.. If an
invention .has been conceived and Iegally vcompleted .before the contract was
awardedr why penalize the contractor- who chooses to give the. Government the
benefit of the.dnventlon in the· solution of.a-researeh.problem f.. To require other
wise might tempt 'contractors: to 'llvoi,d use -of preeontractual .Inventions not yet
·actually.· reduced to .:. practice, In the. performance of- their. contracts, '. particularly
tr.tae tnvcnttonsappear.tc have. important commercial significance.. In the long
run the public will be-the.Icser by failing -to get the benefit of the best possible
sotuuons.to research.problems Which may .be known. and available to. the .con-
tracto:r"'::',·'i'.":": +i;,i< .'. ,:"".' . ,";:.;.:,

.:The,secon,di,tem',meritiIrg amendment .Ie the .language in .sectlon .~ (b) (5). on
page.Ii, :Iilles,5,: ,7;·.a:p.d8.·:,:In;line: 5, .before "after" insert "but only" ;:;in line 7,
replace "thatv.by ,~,'to determine whetherv.; and replace .vnot" by "unjusttflably
fadled.to" ; and .m.une -8,-change Serted" to, lien";·· ,-I note that section 3(b)(5) (a)
provides for the tssuanea.or licenses by .the 'agency ..·head to .third parties. ,if, the
contractor fatls to .brlng the invention: to .the.poinb.cr .practdcal eppllcation... .Such
eompulsony working requirements are in the:public.int.~restand I highly approve
of-them. Howevervdt is noted thatrthe termaand.condttions of-such Hcensee.may
,vary,,from .agency.co agency-and 'even'from: case to case, wiuhln an.agency. ::This
may-notbe desirable. .Infact, this possfbllttyrand .other. factors in the, provisions
of S. .1809make me-urge that·tbere'beincluded,in'thatbill,,a.provision like; that
or.sectton 14,in S.•789 under. which the' Secretary. of.Commerce-shallpl·omulgMe
Government-wide regulations which can.beeupplemented for, internal administra
tion by, each-other-Government.agency.." Such; a.,provision will', help· to make. the
proposed uniform ,Government patent policy trUly uniform.
! "The',thirditem in K 1809'whi~h-should be changed involves section 4. ":ActuallY,

.there·.•llre;,sever:alpoints.·here .which merit·.. reconsideration...The concept :of·de
ferring, the: determinations-~alled' :('or ,in4(b) at 'lines 7-~and B"of p'age
8, and-in 4(~),at lines 19 'and ':20 'of page '8, is fundamentally:badinprinciple
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ttnd, -Will- 'can~'ire'nieI1dOUs ;admlritstratdvei rdlfflculties.', I~-~,~act;. .practicatlw. all
'the ac1J?ini~t~_ativeandjudicial;procedures:provid:ed .fordnaection 5-are- believed
'to'heunnecess'U:ry.' They are fraught.wtth aerfous problems end. will cause great
e~pense'which' 'could' be -'avoided.'if- the dererraltof ·:the-,determtnattons ;as' now
called for were to be eliminated. :Suchdeferramwill'constitute'bad law in that
tuevvtolate so~e'elementa1'Y'co'ntract};)rinCiples; namiHy;·- that .thecontracting
partie'ss~?Uldagree and get into' their va'Itten contract-as many of the 'con~itions

of the' agreement as can be 'foreseen at the' time' the' contract is negotia ted. ,The
settlement-of,thepatentrights question at the time of negotiation should present
no' real ',difficultY,andwiU' save' all partdeafrom-embarrasaing 'and 'troublesome
arguments afterward." ",,' "

If ItIs deemed, desirable 'to-have .a-proviaton .whereby vthe-Government could
claim title to a particular invention whlch-arose.out of performance.of-a eoritract,
as a resuu of new, unusual, ,and .compellfng 'factors 'not 'vi~uaUzed',whenthe'con
'tract was exe~ut~d,-instead,(If ,the 'deferred,'determinations:ofse<:tion '4it would
-b~better to -incluc:lethe:p~ovisions orsectton 7(1l)'-in'S: 789.
,- 'If s~tion,4 is ,retained"sui)8ection (ll) (2) ,'shouid' be.revlsed 'as it is' too broad
·,~d'ambigUous. ,'Atmos(it'Should'belimited to: the production of items which
mfi:rbe ':reqllired:byGorernment" jaw.or regulation: ' SUbsection (a),(3)","also
should berevtsed; tt ncteumtcateu.esr: do not see' how 'it- wilt-be possible-to
determine wh~tP.~r tile acqllis~t:i.Qn P~ exclusfve rights at fhertlme- of .contracting
might conf~ra, dominant:po~ition'Qn~", contractor,,\vhemno' dnventton has as yet
been made which 'mightestiiblh31i:'sUCh an lidyantage In.the'contractor.

I~' se~tion ,5-' is retained, 'the ,four:th}~em, meI1ting"cotLSideration involves !t\VO
,ch.anges., ,1115 (an 2)' (0) , "at line'!, on:page'10; ,cl;i,ang~ "questlonvto "questions",
and uiter "whethet":'jnsert "(1) ",j 'I,and:at' line,,9:0!1page'10;, change the:{ieriod
toa c,ommll"and:therea~ter'i:nsert' "and '(2) ,~UCh .actdon-will 'best-serve theyU:b
lic Interest;' ~ '. In 5 C'p) ,-'. at line' 16 .011' l'age'10, befor,e: "th~'" Insert; "and, 'tnatsucn
:action ",ill best serve the putnretnterest,", I'tfeli.eve tnese changeswnt.requtre
.noexplanatton. ,," ,-.",... ,. " .. " ".' '.'" ..,' :".c' .... .'

Th,efifth'item, involves: se<:ti.oll:',6{lb:} :;','Atlin~,'11' on 'page: 12,:after."W~ .msert
"shown-to the satisfaction ofthe court to 'be";" ' . .
~e ,si~t1J, item Involves ~ectio~,7... At,line, :22?n page 13; :,i'efe~e~c'e'i:s,:'lli~de

to ,tlte~~ing,of patent, -aPPll,ca,tionsby the "contractor:'... Since contracto:r~'nor
,maUY·cannotfileapPlications,'perhaps this,~ord ~hdu~d be changed to "inventor;'.

The final section' isS~ 1809 'on Which}"W0~ld'liketo COmment as my seventh
item iseeetton 8-w~i~h deals ~i~h 'the.'a~Jlli~s:trati-oll,of patent rights acquired
by the United, States: . Before ,doing so;'let me"poi?-t' out that I beltevett to, be
basically unsound ,a~dunnecessary:for, the United~tates to acquire -tftle 'to in~

,v,entibns of its c~n'trac'to'rs.or'it~·'~mploy~s"and "that .e far-better policy would
be that provided .ror il:l: 'the ,aforesatd Toll 'bill,H;R. :4282,(88th Cong.) .. That
bill wouldleave 'tlble in' the, Government's contractorsor emPloyees~;sUbjectonly
to compulsory workiIlg 'provision~, . However, 'being reconclled-tofhe apparent
inevitableness ,of a statute "whdch will call for the' Gove~m:l1e~t's'acquisition of
"title to many patents.tLam in-that event strongly in-favor ofsoundprovtstons
for .' ,vigorous administr,~tion. of those, rights with tlle primary, objeetivetof
maxlmtzlng utilization' of en unventtons to ':which tliey'pe;rtain) BY,'theoome
t9ke:n; I :?-lll strongly opposed to the concept of dedication 'of aueh'rfghta .as pro
vtded ror. in section3(~), lines 9-17'(mpa,ge5, ,of'S-.'789. 'Dedication may tend
to destroyitheiopporturrltles 'affordable !by'eXC1usive'1icen~ing of Government
'owned patent 'rights for promoting thelltilizatio:n"(}f fnventtons,
, The provision.in section '8 'for th~:grantingof,exclusive" as well us nonexclusive',

'Itcenses Is good.,. Itis' co:lisistent 'with the bfiSic precepts -Of, the American patent
system; namely,' that, thegranting" of:the,rig~~'to exclude, others from .tne prac,
tice or a patented inve:ntion?for'U'lilJlited"'Deriod'of,time,: may 'be the, essential
'inducement for .' the .' ~Ilvest~erit:'~f .,resources'gellerally required to convert in
ventions into useful-and 'acceptable 'productsand processes; ·.The, authority vested
tn the, agency. head, .to, request, -andthe'-Attorney Generalto:~ike-,.the nec~sa,ry
action' to prote~',and'preserve' the,:,rights acquired: by ,the :Government is' good;
'It .'should' settle' for all' tiJlle the qU,estion whether the Government .shoUl~'and
wJ;lether it has the right: to sue for'infringemen't'of:patellts.which',it '6WIis.····.. rrbe
.constitutionalitY'<>:f such,a proviSion llndoubtedly will-' be q'uestion,ed, ev~nchal
lenged,· :but ·in my: judgrilentit-wiU be uphelCi;as'a proPer' G-overnment' function'.
"Although Sec:tioIi 8('b} 'broadlY 'applies"tothe:,following';s-ituatio'll, I··recoirnnerid

'tbat:'Cons-idera'mon: be· given to 'adding"an additii:rnal';Dro-vHio along .the lines of
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section! 5'(c),; ill'S.<:789;: r{jThen:,it-would be 'lllall{lat~:ry:uPOn:tl,1e,agency: l,1.~~cl:·to
grant an exclusive -ncense to'the contractor .responsfble :for. Illaking,;the .tnventiou
if, within 3 years- 'after title to it was acquired by theGovernmel;t.t,-:Q,l),Jbi.rd

-par-ty actually.madeuseof theInvsnuon.. ',Ialso ravce adding to;section 8(b):',the
provision -or. section _,6 -In.B. ;789 j dealing" wtth-the-voidabilfty -of the-rtgnts. :lefJ

'with the, contractor.:' :This wouldoput-extra teeurfntothe provision ncwcov
eredby 'section: 3 (b) (5)-(.a),:and 'ill'a,y', have to be.reconclted therewith. But the
prlnclpleds-good rand ehould.oeadopted-iIt has many ct.tne advanteges of the

.comnureorv. working" requlrements. of, .the; aforementioned, 'Toll"bill i .H.R. 4282
(88th Cong.).

Another provision of S. 789 whlchLifavor adding to. S. 1809, either to sec
tion 8 (b) or at some othersuitable pl~ce in tIle latter bill, is the essence of
the former bill's section: 3 (e) and'{f};':' Those 'sections permit the agency head
to waive,in:certahisitllations, anyrlghta the Go;vernment othenYis~ might have to
acqutrefdtle. ' ,They. rrl'a:ke~for, ~exibility ,which ,may lead to greater utilization
,of-theinye,ntioIls,in,qllestion:"',,,: <" """" ,,'

, S. 789 'has a' sec't6ii' 9 which should also be considered' for 'addition to ,S" 1809.
:~hat section ~dds t'(). therights[tI1d:r~edies conterredby'2&-r,LS.C. 1498·the,right
of a paten.t' owner to have 'his claimfor- infringenlellt ,by OF 'tor the Gov~rI1nlept
.deterrnlned by the head of the ,appropriate depa,rtllle,lit'oragency: Such .a provi
sion not only 'would alleviate' the jarrifn the.Cpm:t:,of, qhliIJ:;l~ :cau,sed, by" suits
~oversllchclaims, .but along: :Wi~h, ,the,J~assage: of' 13:',1047, .sll,ould:' resolve ", many 'of
.the '~s:sues,"'tAathav~,in:r~centy,ears:led ,t()' dee1sions by 'the' ':COIqpt't:oller .General
of 'the United States which nave caused anguish Ill)~, PIl-l:vanl0ngGoverl:qllent
contractorsbutG,oyernml;';n~a:fl1?inistrative littthoi~tie:s;a:i3 ,,,,ev. "" """ ' ; ,
. Ineoncluding, r wilLfirs't'revert to thesuggestion made-above that the ,~sseIlc~~
pr,w~<:tion..~~. of,~. .7~!), shouldbe .Incorporated ,in, ~.,180Q, :··,T~is.is the .pr'ovisioll
':Wh.icl!' 'would, ilf ertect, 'estabU~h.a'~,ceP,tral.a'd"Il1inistrath~e,agency to' carq-"o,ut
the provisions of the btll. Alternatively, a separat,e. agency .. for that' purpose,
,3,~o:o,g the l.~?es-..of.th~tproposed in S.l§!)!)" shoulcl,beest,abli~he(l;.. ',The 1~lp.ortant
,Jl:bje~tive;:regardle,s,sof"~ow:it. is' achieved, is, to ,pi'b'V~de for. uniform Tules, ,l{lliforlll
'procedures, and uniform interpretations so thatperSbn13 ,f:l~fl:ling ,\Vith',diff~I'~nt

,depal'~ents,or:agen,cies,,0.1'. brtl:l}(~hes th.~I'eQ.f,,",:ill not find unpl'edietubiy<4ifferellt
results from case to case.' Hopefull~;:'a:body of published uniform principles,
practices, procedures and decisions 'will' in tlme become available so that an
orderly prOC~l3S of ttdp1i~istr3,t~op.will, be, 'the h3:PPY,result... ~llis ",ill also help
in the "event judicial<review' ,or: such administrative . actions should "become
necessary. :, ..... <,cc.,"(·,'!:',·",· i" ',::,,'\", . ':,'i"<::

As a final observaitoll", I note' that' section 9 1809 requires semiannual
reportst()theOongr:e13.~".areqllireIl1ept, whichalsoappears in S.,7,89 an.d S.. 1899.
Tllis is, good. However, I ,W?uld: strongly recommend-that tfLere be added to the
'information which those',reportsar~'to contahi factual data on the actual cost of
ev:ery phase Involvedin .the administration of the laws'governing the new national
patent..policy. , This,will".,be important, 'if- .the' Congress .is .. to be' able, to, .assess
the 'true value of thosela-ws in the future, weighing the cost of -thetr adnrlntstra
tion against the possible losses 'to the taxpayer in tern:Ls of the GO,verl1J1lent's
pate~t right~ ~~ic~",al:l,ege~l:r- ~re,b,ell:tg ,~_ven away touay'tntneateence of,sp.ch
Jaws::, ','-""'" ",__ ..:, ,,, ...-,',; ",""";,.-,, ,.',,',', "C, , , ,

Itjsmy .unde~s~anding tha,t < th~', present., average. cost to .the. taxpayer, per
:patent, applicati01?-fil~d' by .the, qoVel,'lllnent, has been. conservatively estimated
to' be ,approximatelJ" '. $~~~OO.' .,~his is a·di,rect. ~ost -' which does, not fnclude over
head; 'but is presumed to' cover such functions as liaison .'between , the patent
advisor and theanventorv.followup-of the contract to' obtain 'invention' reports,
searches. in .. the raten.t :P1fi,c~,draftIng,:of: .drawings, ' preparation, . and-prosecu
tion of the application. In 1964 the total' number of inventiorismade"b;v,G()~'
emment contractors ,~nt;le~r>lo:veesw3;s11,000 aC,cording.. to .. reports "understood
to: have been received, by the Patent Advisory Panel of the .F'eder-al Counelffor
Science and Technology.. ,At $2,OOO',:per:case---'-'-and'note that S. 1899,for example,
calls for the filing of applicatiol1s:011:uIL:patentable inventions arising,. out, ,of
,G9verIlment-subsiciized .. resear'ch~th,is,wo,ulll cost the taxpayers ,at least :$22
million per year;' Proll1otton of tliejnyelltions to :maximiz.e their utilization
involves more speculative'costs;, However; ·tb.-erem-ay be a clue 'in t l1e exper~ence
which·~NASA' ,has;!haod: rec~ntly,;; n: is. ulltlerstqod .that .. NASA.·devote(l.-' 'approxi~
,ll1~telY;;$3% .. mil1~oI1" f()r ,,such :purpol3e~ JIl,:1\)64,·.·· ,and'NAS-A ,then: had:,soI;tie,1:,500
inyentions,aYllilable ;E.ol~public use. __ .. At ,th,at',rate",promotion .of the Government-

,-."-.":.": ".',"',,'" ""'""" ',: ",,' "', '," ',;.c":'" ,; ", ','
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':'Wide·tot~l o,f:iil:V"e#tiona 'mtgnt run-ebout .ftlfother'$?2'riiillidlY6r.a total. 'minual cost
for 'the overallooperatdon:-of-the 'UovernmenVs 'patent: :policy'program 'of about
;$44!~i1lion._ ''_. " '; ",' _._, _ ,".' _ ,'. "

J:rh~Sl~ costs will ~e-b.ou~dtor-is_e'tr~men'dous~y'.ifthe. new-policy -' brings about.the
~cquisiti'o'n'bY t?e--',G6verulllEm:t: bffti~le':·toi;manjr',inore'"r_thousands: of inventions
'e~tch'_;vear;as-_is:t() 1Je'_ex:pecb~d;--_;As.,ataxpayer; ,1 tliinJi. tnatmvtew.or these
.estimates it would b~-higb:ly--desirablefor' the'-Congr~~s, t<? .obtaln accurate-reports
on _th~. actual-costl;·each:y~ar,so,- that,.: (_;teaUsti~,reappraisal,'of' the value .of
any law "resulting .rrom the :'pills:',here"under: lcoustderatton can then -be.made.
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J", I'~j;. Off. Socio,y46S (J"llly 1958». .. ...•..• .... ., ....•. .•.. .. • .•.. • .r; • •.

4. "Wanted: A Definittve O:overn~ent'l~}1t~itt 'PolicY>,.(3 P'.lX' J.: lles. ,&~d. .399
(winter, ~959)"reptinte.din Forman, ed.".'raferits"Res~ar9h,flnd,¥,a'nagement, 509

"(Central Book Co., NeYV,X,orl\:, 19~1)).,: ,:', ' :;:: ";,',:,;.,:,.,,.'" ':"
5. ",ForgiveMy E.n,e~ies f()r,T~ey Knew ,No{WhaLThey -1)0," '(44J.Pat.

()ff,Society 274 (1962»). ..••. •.•.••.. .•...•• ••..• .•• •...,. ••...
"'::~. '", "Impact of, G9yernme,nt :":pa,tent ,~oliM-.eiil, on'n1;e, ~;cciilOm'y and the Am~iican
~a,tentSystem, ,H(Pateht.Pr9~J.ITeruelltali(i Expl()itation,}81 (Bureau of National
Affairs,Washington,:1?.9~,:L963)}·";,,.,.",::.:;' "".~,.'.:f ':::~:' .. ,:C,;. :'.,

7.; "Governlllent Own~:I;"ship'~fld 4dministt~ltionOf :J?a,t¢nts,""(Calvert; ed.,,':,tple
Ency~16paedia .of ~p,3;terrt; Practice. and Managemept," 3~O (lteinholdPUblishing
Cp'rp.,~ew,York, 1964) ).,.. , ,,':""';':C"';/ ',.c",.;";' "" ... ;.:, ", ::, .. "

8. ,"President's Stalemellt ofGov~ri:dnent.P3,t~:!1,t·policy:,,A Springhoard ':for
Legislative Action," (25 Fed. B.J. 4 (winter; 196~J).. "

STATElIIENTOFHOWJl.RD I. FORMAN', PltESi~ENT, . THE
PHILADELPHIA PATENT LAW ASSO()I1l.':I'ION

Mr. Fohi"".Myf(}rmal¥ritt~ridt~te'it\~jl£nioB~6(}mpletely.identi
fies my background of experience.. But-briefly, today I would like
t?saY.Lam.a patentattorneyal~dpoliticals?i~1'tistliving');l1dpracc

tieing in-Philadelphia, . Iappearhe1'e tod~y 11',a~ualcapaclty--,;first
as president of the PhiladelphiaPatent Law 1l.s~ociationandsecondly
as:" private individual.. .....• \ ....... j. , ••••

The formal written statementwhich, Mr..Chairman1youhave agreed
to have incorpor~wdin the rec0I'd,'yoJitailisa statEirilentp± thebo'ard
q~ governors of our association regardingS. 78~, S,10"'1, 8.1809, and
S.189~, together with: the report and. recommendations concerning
those bills .by our association'scomillitt~eon.Go"ernIrlentpate11t J:l0licy.

'l'oconservetiIrle I willrea~ohlyaportipn'ofth~stiJct~mentofthe
boardof goverll0rs, ... . .."':. ..... .• ....,' ,." .,... . -:

They "earnestly commendthe terms of Senate 1;>i111047 which would
bring to an end the unauthorized taking of patent rights b.)' the Govern-
went e:x:cept whenpationai security re\1Rires)' .: ....• < ..... '
.. They "also earnestly commend the 1'1'0visio11s of Senate bill'789alid
1809,but not in the precise formpresently proposed.' ...

Rather, "they very greatly hope that these twomeasllres might be
consolidated and then streamlinedi') accorda11ce '"iththe accoWPanY
ing recommendationsof ourrommitteo on Government patent policy.
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If ·~!lGh:·", consolidation.could-be.effected; the.'resultingsystem -would
be flexible enough: to : permit accommodation to :widelyvaryitig
circumstances, '. ,','_' __ ",_. "_,:,',', .'" ,'_", __ ,< : .• _ .,'

··"On.the otherhaI).d,iti~.0))1'.vi~wthatS.1899 is unduly rigidin its
terms, and that it would. providealess effective means for stimulating
real. advancement" Bil1ce itw~uld' ,:illcrease the nul11ber:ofinst.ances
in ",hich thepatentwould be owned by the GoverJ1ment and would
th~reforeaffor<).no.real protection.to a licensee."

That, is theend. of.that formalstatement.
11he rest willCoIisi~tpurelyMmypersonal-views.
In my. formal-statement, I~dicate<).at some length and insome

detail my reasons for favoring adoPtioI).of S. )047 and for believing
that, .of.the three remaining bills, S.1809comes. closest to representing
the kind of Government policy w~ ~hollldhave, . '.' ...•. :.... : .. .
: Illrade .' some sl.'ecific sllg.g~~tions for'.'llleIiding S.1809, in. some
instances byadoptmg provisionssetforth inS, 78\). But I will not go
into them now, for.I.tru~tth",tthe,subcommittee and its technical
staff .will.gleanth~m from. the 'writte~l~tat~mentandcan best weigh
the merits of the respective suggestions upon making such a review.
... ~r!Ohairman;(}nlyafeww~e~s:l1g(}, on June 18 to be specific, I
d~livere'da talkentitled"Gov~mment Patent Policy in the United
St,,!tes"-atthe Ninth-Annual Pub1icCoIiference of TheGe()~geWash
ingtdn University Patent; 'l)'a<).e\rtark, and Copyright :Resear~h.Instic

tute.. I sent copies of thl1ttalk to.you, Senator McOlellan, to Senator
J3.urdi~k, to -Senaton.Hartc.and- to eyour'subcommittee's chief counsel,
Mr, BreIinan.. I reQllested theIi' an<).I.,vouldl.ike to request now that
thatpl1P.~.r.he inco.'r.p..o.rl1~da.. s .•a:p.p.to.f my-.. te§tiI).1onyQe.fore t.his
subcommittee and Lhope' you will consider this favorably. :

.Serrator MCCLELLAN., It may. be received and published in ·the
record.

.(The documetitrefe~r~<).t(jfbllb'W~:)

GO';~Rw~r]j;N¥:P~T~~ ':£>~HCY':I,~,TiI~:_p~if~'sTAns'
(~'Y Howard I. ,F'dri~;urIi) .
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bills,or', rescluttonsj.havetbeen futrodtlced"inf'Oongress: 's~k-irliig ito ,establish~ a
tllli~9"rm,patent: policy,fo;r,: an':Governme:nt departments' and ragenciee, :none has

.been passed to date. , ' '-"'°.°"':>:',:;;,,_
I ,will; not, attempt toexpblin: ,the _r:e,~sorw.",P,Y.: .so :,many ,bills "hav:~> been

introduced;' why ',only a' few 'were passed 'which:estaQlis~ed_patent policies, for ,n
few-agencies, and why' we have .beerr between. 80, and '100 year's' In-the process
of-arriving at, a-uniform Government rpaterit policy. At.jeast :2,000 printed, pages
of .such :explanations;have, b~et;l publtshed .to.::try,to, .tell this .storv, and. that's
just counting the' 3-volume, ,1,OOO-page rep()J:~:, Of. the .. U.. S~ Attorney ..General
which appeared in 1947, my own book published in 1957 and 7 law review articles
I have written since then whlchtaltogether.ttotaled some'60b 'pages; the -190. or
so pages of the dqzenmonographs publisheq."by, :tpe -Senate 'PatentsBubcom
mittee in the past 10years,}hellloret1J.an ,200 pages Which have been devoted to
the.subject by the journal o~ the GeorgeWashingion',University's Patent, Trade
mark, and Oopyright Research Insti,tu,te, ,~nd::somel00 pagesof eymposla Inthe
Federal 'Bar Journal.' I just-don't have, the time, this morning, to discuss the
facts represented by all that material.

In. vie,:W of the relatively.short time 1 haveIn whlchto.cover- .so .muchground,
I'd lik~ to get right down to cases alldJ;',evi~w:,th~ situation as it exlats 'today,
Nothing could, be more timely for, at this 'very moment,Congress appears much
Closer than it ever has been to the brink or passing.some sort of uniform Go"ern
merit,patent policy legislation, :I'd like, to try and boil down-the tssuesrorvou,
con~id.eT SO.ID.e.of the SUg.ge.sted. SO.'lut.ions., a.n.d. perhapsmak..e a ,;po'in.t..or.two .0..f .. ID.Y
own.>,,: .. "':'.:' .. , -: ""c' .. ','. '''''':'': ':, ..:,., .., ...... ',c·... ,'...·:' ;": ,:"., ,.",....., .. :" ...' ,:.,
, Our, Government currently is" spendingtat: the, l;'ate o~$15'billionper, :vear-on
research and development. As an incidence' of this work thousands of invention's
are expected to be .made and. infact'are:heing made. ' Some-of these inventions
may ,have, great' potential of va!iolls,'k~llds.: '".L\,P;ftrt ,f,r0'll1 .•-their-cbelng ..·useful:: in
solving, actual problems' which the, Gov;ernm€mt:,hlis:in connection. witb Its
conduct of, the Natton's defenses" development, of'",(iu~ .agrtculture, 3:nd tile iD1~
provementof our general, health-and welfare; 'th~ 'Inventions ,may be important
tothepubUcinmanyotherways., '" ,i': '.:"<,.:,' ~ _"':':':;':.";,~.

'With: the,. aid' of .these tnventtonatfie people ''ll1fl1.,r~ap.a 'whole 'llal'yest,,; pf
new and better. thi~gs .with 'Yhich" ~(): 'iniprov~. ,their way... of life ,if sqnW! Qf
those i~vention$are developed 'for '" commercial- :utnfzation.. ,New" plalltsp'iay .be
built, .newdndnetriesunay springup,einployment may be given to countless
thousands, and many more derivative benefits may result from these new develop
ments. Assuming that this will be~on~:1JY privil,te,illtexests: rather' than:by
the Government, entrepeneurs who invest in the'developnient of these new prod
ucts, who bundthe:Ql3,nt~-",htr€l,andmap.apethe,pe,~ple~,fl:ndPl1rchasethe equip
ment for them to-use, wmaisc sterid agood chance of prdfiting on their invest
ment if their efforts prove sucG,?,s~J,p);E .i. ix, t."',.-,;1,)' ',.- n' "

There is one slight catch to all this, however. 'Inventions are peculiar things
in that the-it ,very "newness: tahnostalwavsrconnotes:usenseor incompleteness ,:01':
Imperfection.r lfke 'diamonds .Inr.the. rough; ; 'Rarely: are-new Itnventions. sotsinrple
and so complete that, with very little .moreyor.ertort, they can berapidly readied
for t,he. J;l1ark,et and. quickly n:leet,w~th co;mIP:~rcia1,accep~an,c~.,. ¥ore .Q,ftellJh,an
not.; the' :,illventiohs'will "l1,av~"Jb":uIl~ergCj,; exte:~'srve'"de'TeloPll1e~ta'~"or~p:rP'~ust
ei1gin~'ering,''and' 'thls ,postinve,ntive':,deV'~16~m,el}'tal ,:PR-~s~ ,~a,Y, ' ta:1t:,e" 'te~f,<' ~i1d
hUiidreds,:of' -thousahds ()f' donars',.;~perha:ps:'eveil~ 1l1,aJ;ly"IDiIIJ(jn(()f','(]bn:ir~. , ~

'rbi,S'plight not 'be 'ft,'~othel'lsome ,prO:b1~~rf ·if ..~ach sU~'l:CinV"estinerl~ 'carTie'd'~i th
it ..,s()rne'assuranceo~'success.·, .~'ut, :tJh,e '<le'Vel()lim'en~s ','·~riNu..ently· :ma:y':~ofh(cr{
out 'as expected ; the products ,may-n.6t' ",oo,.Wl1i(m,-",'Vr{til,tli~,,:puJb1'ic:,,'e~c;, ,~,'J:1,~e'ex~'
penddtureain such cases ril'ar b,~so'prop:i~i#ve,a,s:~(j'<l~f5coll:rage;:tnanyp~ople'fr,om
sncli '.·undertak'.ings ". 'unless'th~re,' ,W;,~s' ,s0lll;e:y.rB.:y ,"()f';~'3:~antee:tl1&' .' a 'retots'Ofl'able'
chance', of 'success. At' pie'V'erY,le,ast;~~e, 'gu.'arant~e: l;l;~ollldJ?rovJ(j-etb.'at,W1ie~
the newproducts or processes 'are fully -perfe¢tetl 'tlle ;(jP;'~ '1Vl:iot{){)~,~I~::~~risks
would have, a ,pe-riod.. of 'time '~~1;hi.n which·tp try, ,#d,recouphis'investineh-t;:ior'
at leajst'a"reasona-ble sh'are't1:l'ereof;'before Ifavfn~to,face; tpe Dlercile~s &lls:l~~lght
ofopen-marketcormpetitioll' fr0 tn imitators:w~o,}i'a'Ving ~ma<le no-sllch' ,expendi~
tures far research and developmeIlt, .gell~J;'allysan-~ll:-a~m~C'h~.<)wel', pric,es.
Asa,r~,le~,the ·.only.way'SlIqh assurances' can ·b~. g:LYeJl,1-s',under.the ~~rn,ti,on, of
our"pat~nt syStte:m.. ,'If 'the::in"ention~ ,are r~ten,~bl~",'[lnc1: if a,:prospectiY~'(le~
veloper:canbe given:, the-tight to exclude othersfJ;'o:r;n pr~cticing the'iI~ventioIl. f6r:
a 'liniited period of time,tlle risks can be, b~aIlC,ei(l. ..,'a;g~Jnst, the tllus, ellhan~eil
prospect's :01' investrilent recoupment, and the 'wi:mld~beehrtrepreneu:rcan:be'more
readily convinced to apply Ms capital, -skills, and energies to sueha development.
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..If .weare dnterested jn. having'aJ~,many.or.euch 1nventiollJS .developed .ror. corn
merctai.uenteatton-aswe.posstblr can, commonsensewould, seem' to sn·ggest;-that
in-those: cases .where thegrant,-J1'f euchexclusdve. rig-hts, ris a -prerequtsite-to.m
duclngr entrepreneurs, to-tackle-the. developments.we should:try 'our best to- make
such grants 'available, to zhem, "lfthis;,were considered .to.be in the.public inter-est
there would, of course, sti'1l be certain other problems to consider. One is WIlD
should-own the ,patent 'x:ights.<'at thevouteetc' The- Government? The, Government
contractors?,:''I'he,Government -employ,ees?,,!f it is: the Government, the-next
problem-ta todeterrntne the basle on-wlrloh bhe Government should, granc.r-lghts
under those 'patents -to.a potential.developer -otthe "inventions in 'question. .Buch
a determiuatfon -can. .cause. many 'political .problems. ,-Allegations of.favcrttlsm
wtnoe among- tsie milder f-orms" of -crttlclsm, and -more -suchunpleasantrtes will
be bound to occue.vOn-the other hand;ifit Is:decidedto-leavetitle,wiifutfue Gov
emment's .emploveea or contractors-other questions .muet arise. Mainly" they
wU1:cOllcernthe equities involved, iathe Government's forfelture of .clatms to
pctentlaltyvalnable .rights 'which,Rt·first blush.owould -appea.r.fo .belong, to- tile
Government:' (and,' hence -to -the ,-, taxpayers) ':since: .the ", inventions "arose -.out- of
research-and, development which were at least in part-paid-for out ofpubUe funds.

'Unti1:'veIT recently, dnconsidering ,t!he complex. problems dnrcolved in determin
ing: e ,satisfactory" Government-patent ,policy;-few -people.gave .muctr' thought: to
the ,tnvenotons themselves.' 'Dhe tnventtons.were [uetpawnsdn a political chess
game.. -,' Almost no one 'seemed 'to care 'whether 'it was (important; dn uhe publfc
interest, tnat.es. many-aapoesible of .taietcvanctons- -in -questdon should be .de
velopedfor-commerclal -utdlfzatfon. •Certain -minoritY,·but,ooOO-poken, .facrlons
in .both-tne 'execuelve and 'Iegtsla'tlve branches :Qf the 'Government. have demanded
that;:1t:,:'Sihouldtake -title' to'rthe .. inventions on .,the'-,theory'-that .Federal .funds
paid for the research from'which,the-jnv:en1J:ib-ns·:were,:spawned;"andthe,GO'Vern~
anent' therefore should- be -entitled-to reoetve an-taie ;:frn'its ,thereof, dncludtng full
rights :to all-the .inventdons.c -Inbrief,:-they: have. sald.. the taxpayer-should not-be
made.co. 'PaW twice, for .the. semetnventaons.onoe-anuhe form -of publtc funds.ror
research-rand .devetopment -eontracte-or --salaries,' and,'wgain -dn- the'-form .or -ro~~

altdes -when-the -tnvenuone are 'Sold .ortltcensed 'to-a- commercial operator.
,.-What 'would happen, to, the inventions jthemselvea, after. the Oovecument.itook
title? Severalalternati,ves,ihav€!"been"suggested. --,One is th'at the inventions
should-baplaced-dn. the'tpubltcdomain ,by,publteatdon "and:dedlcation.. "Another
is that the GovernmentWould,take::;out,-,Jjatents on-the .mventtone and.eherr.It
cense "anyone' On-a .nonexclusive basis," with,:or-:without, 'a, relatively. modest
royra.l1ty-; :Only:recently,hasit.'beensuggested 0 thac-ln some select eases tne.Gov
ernment might "find.it .desfrable-to -ldcense on .anexclusive-baels, agam wdth .or
without the payment -of-aroyaltY,'with the.deflnite-requtrement. th'a:t -the.Itcensee
giv_e.evidence· tibat it has .bronghr.the: invention, .to the- point -of commercial.ac
eeptence dna.etdpulated. period of, 'tlmecoredse.forfedt: the .lieense.o-Jn.some. spe
clal, few inetancea. '.it, has .bccn proposed ,that, the, Government: might .undertake
to-:'1Il,'anufa'cture'.·imp,orta,nt:dnventdons itself;, -rather. than-chance their: goring" un
developed-because. privatet.interests. ',did: ~'n(}f; -find"them.sruffic~ently. attractive .or
too,haz~rdoust.otaekleontheir~'own;,_ "L":.: :'" ;-",-'::, " ,,;-::-':
:~ i .Note that' tn ajj :of"tbeiile:su:gge-stions"a"principal:objective is _, the-.nrauseraonor
thejtnventaone, ,They,differ-from each.ether.onlyIn their.methods or aecompnsh
meno.. -In effect;, undeeone extreme- the rnventtone-would be completely outside
the-patent. system; 'with no.dnducementcto oianurecturerem.rnetocm of ed
vantages inherent- in the right to operate. on',an-exclusive,'basiS1for'a,limited
penlod of time. At the other extreme"the:inventions-would. 'be .subjected to the
protectfcn-afforded by-the patent .system, ,alld,;thepromoters"of;,the~inventions
would-have ,rthehelp,,Of:a- :headstl:lrtover.their cornneutors.'. ':-": .",'',
,I.do. not'mean to 'suggest that only- Inventions-whtch are covered..by -patents,
and: which -are .excluervety: licenaed.owlll-abtract manufacturers.- and :developers.
T.here,.are" of coursejnumerous. instances':where·the ,potentiaLmarket is so
e;nOrp1C)l1S,. the required investment :for: development relatively ,so small,. and the
risks:-of,-failureso,limited,' that many ,entrepreneurs-will be attracted to practice
iIiventions:without the :benefitof any exclusIve,rights.·..But the·ehances obviously
are much: greater, 'that, if given some headstart or leadtime as ,can-be done by
exclusive patent. rights, in many situatiOns inventions will be manufactured which
otherwise .might, remain. completely-.:unattractive .to WOUld-be ,manufacturers; .r
don't have to·:illustrate·this point:,for you ,by ,examples; .Just ,ask yourselves' the
queffiion:, Wouldn't· ,you .be ... more. inclined, _to -invest $10,000,..:Or $100,000,'01". $1
million in the development Of a new invention if you felt that you would have' a
fair chance to fight off imitators who are intent on pricing you out of the market
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by'~opyin'gyour' itiYentI6rl'I1~' :sdoti;as_~it is;'iiltioduced .into_'commerce1,,-: iWouldn't
yo,u'feel-It 'is only reasonableto have;som~'protectionagainstsuch,'imitators- until
you hatt '~ottellbacI!:: some ,of· your inves¥ent,alld'·;~rhapshad "sold'tvthepubhe
a,n- the' meri~s -of your ;inYe~tion' ,·before's0D:le" cheap' imitators,' might, 'sour -.the
consumer:byputtin'g 'out coptesoevour tnventfon that won't work or last very
long?, _'_' __ ,'" _ ,', _ '

Yesterday, 'Dr. Hershey tOldhoVl·the_'D~:'~6ntCo.','Jelt 'about"the fmportanceof
having-a sound 'patent position, before-;~~ve:stinJ~$1 minion 'or .somettmes.Ssnto
$60'-millioll,'in-',u new-development. ','1f' :~:"company' of Du 'Pont's resources, and
preemtntncemIte :field finds Itmtiat .rely-on.patenta, it should 'be obvious that a
small: concern ,or'independent inventor needs that 'protection: far more.

.Some yearsag()" the late ,Circuit, Court ,JudgeJerome,' Frank, in, commenting
upon the .then currentabuses :of'the Americ8:n patent':system, and' the need for
legislative',' ref?rm:, to' ',eliJJ?-inate'the opportunity' 'for, misusing, 'patents, stated:
,,* * abut.wermistbe earerutnot to thr0'Y' out-thebaby-wlth the bath water."

Likeningthe, patent ,system or patents.to a baby, calls 'to: mind -the Biblical :story
of,E':i:ng 'Solomon'who wasobllged. to 'decide which oftwo-wallfngwomenvbcth of
whom, claimed 'w'be:the=:mother,Of'an,'infant' chtidv.was-the "real' niother;,', You'll
recall 'he ,declared 'thatj'since' he "found:'it .tmpossfble to 'determine: to' whom 'the
child' tightfully' belonged; he ,.' would 'be cut in' two' ~nd .gtve each woman' a half.
Oneof the -womensatd thati wculd. be .satlsfactory to her; 'but the other said': "Oh
no;-my 'king..-glveherfhe child'." "Bolomon. then realized-that the latter, was-the
real mother.trorshe 'preferred-to .glve up the.chlld-ratherithan permttdt to-be
slain;' and he, awarded' -the .ehlld. to her.', 'In a :similar, way the' eontroversr.over
who" should own' ,tights tofnventtons :and: .patenta 'uxiSing out of', Government

. supported researchanddevelopmentmakes'one wonder if. we don't need a modern:
day Bolomon.to pull.the same-sort ()f:stuntSJ1:over again;' .... . "
, .'TO'O" many: people' :in,-qovemmene circles: are 'concerning' themselves' with: the
possibility of' ~'giveaways~' o~ patentrights' to' Government: contractors. .Believing
that' they are protecting, theptiblle-Intereet; tbeyare:claimingthat the: publle-Is
the true 'vmother" 'or ownerotthe chlld-f the ··llcl1ild" in: thjs.case being the' patent
r,ights artaing-out ··of'Governmentcontracls), iandthey .want. to. cutup: the :child
andhandoverpartaof it to as' 'many: 'people-who want-to claim a share. How
mU~h,b,etter·tohelP. the': childgr()wto"maturity;'and'to' let the .real "mother't-c
the 'publte-c-share' trl" therbeneftte :of'·such fully,developed,'children who' can then
make contrtnrrttonaor.tnetr.own to.thebeneflt of mankind. ; .
:,According tothe National'Scienc~:,Foundatiioni'the: Government n{)w-.'isputting
up :abont70percent: of :al1fUndsexp:endedana1u:a~lyfor research and develop
ment in thi-s, 'country; For 'the' eake of diScussion; let .us assume that the-pro
portfon of .dollazs spent \fol"·research can"'be' roughly· cor-related. wi,th the number
of patentable Inventtone whlch artee.outof the research..; Let us fuether. assume,
in::order, to keep the'llumllJers·. Smull enough ,fO:r easy>contemplation, tba,t .every
YellCl',the:toJtalnumber':of patentablein-ventions made in: this 'coulltry, is'l,GOO;
ThiS',WOUld· mean that 'each .vear approximately-700,out. of 1,000 patenta1>le.trrven
ttoos would 'be eubjeetto whatever decisions aremadewith regard to the Gov
ernlllent"s patel1t piOlicy., You can-surely soo·:-that',nhe"w¥ywe handle 'those
inventions willbec(lllliemighty'-iIDp()ytant',rto, the' 'pro~ss-and. future' of' ,this
country' when you consider' thattthe" products ,o,f,tlheinvelirtive genius ·of·thfs
eounervars not unltmlted..- 'I'hev-arenattonaf-assete which 'must' -be ccnaerved
and ,~nurt,u:roo jl.1St .·lik:e',our--,timber. reserves' and pur farmlal1d~; . We 'cannot
a:f!0rd:~'oTet:th€mi',bifC'ome::decaYed0reroded through lack of use. :We must try
and utilfee 'asl, many 6rf them 'as -we'possi,bly can,
dl'hooe'6f,youwhohav~'been'inti~atelYInvolved, or .ror orther reasons 'have

fonO'Wed~he .g~e~t ,deibates'over (l-o:vernment"va tentpolic;V:m·. the 'past decade,
proba!blya~'wondedng 'Yhy I'h~ven't ,as: y~tsaid.a,W'elFd,Jlbourt the' ;rela,tJve
merits M theproposbttons'tthat the Government should or 'should not-take ,title
tn, the -tovenerons ~n'questiollI;,. Quite frankly,:! haYe'l~t:tliat iSSiue'fo~ 'last
becalIse it's -the more complex, one to' ~eal With,'and •bhe :'on~whiehts'far' 'more
difficlllt to ,~s()~ve 'to'e}~erY()be's'satiSfac~ion. . It',S, the 'issue' th3,t:inva,riably
brtnes up heated 'argum~ts'.'generally charged 'wi-th'emotionalislll',and IiiJt'quite,
as!Til1eh lUcidi~Y., .. 'What'smo,re, in my hUnlhle'jud,~ment, it's.tlie lea:st important
fActor tocnlnsi~erfl"qm .. 't'he public inte,rest pOiIl,to,f,view, ... I~we:c'otild all agree
thaf('from' thi?" '1erwpoi~.t 'of the Nation'_s welfare" it is;, nlOre' iITIIr~rtant tofilPll"e
ont hdw;to'll1aximize tlleutiliz[itionof the iIlveIltionsthanitis t,o~orryaboutwho
shoilld,o''YRthe tig-~tsto 'them; I';beUe-ye'wp.: would' ':w~e'muchm()rereadil:ya:nd
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uutversallyas to Who should.own title to the lnventlonaund whether any condi-
tions should-be attached tosuchownerehip. ;":;' '_ __, " .,__"'>::

The: sophisticates .among .you: in" this, field' of Governsnent. patent poltcy.. lcnow
the. arguments which .havebeen advanced by the Governments' coruractoraas
to. why .they should-be -allowed to 'keep -tttle. 'I'he.main .one. is :that the con
tractors usually sought-by the Government are those who have had a good deal
of background -jmow.now in a given .area of teohnolog3;., ,-They probably .have had
years, cr. expertenceoand _, -havee, plants, "facilities;' personnel" .all :of which were
assembled" with private investment. -As .a rule, ;', they-can 'be: expected. to solve
the .Government's research problems with the 'best possible solutions, in the
shortest penlodct-tlme.cand therefore with theleast possible .cost to the Govern
ment. Inventions which may arise out or. uietr-contractuat operations can be
expected to be-the product-of their background-knew-how as well as of any
advance in -the art; or foreground developments, which they may chance to
make in the course-or working on-the Government's assigned problems.

It, wiUgenerally be impossible :todetermine how-much-uf the background
and how much of -the foreground developmental, efforts went into the .making
of the inventions.,·W,hether,considel"ed in terms of cash"personneltime,facilities,
or.know-how, iftJhe amount of Investment-by eitherthe Government or, the con
tractorIs to be the.baste fordeterminingthe:respective.equities in the Inventions,
the-baby-dividing .dectsdon vthat King·Sol()imon='had to make becomes a single
one 'by ,comparison. Obtvoush- every contract..eituation. wlll.be-dlfferentrfrom
every 'other. one; ,'and -the.equttles. may range" reom eeroperceuc .mvestment-of
background, developments by:, the contractors. .In.. some. instances; to perhaps
90 percent or, more In.others,

Apart: ·fromthe: .ohvlous . problems .mherecc in, attempting.tto. balance such
nebulous .equitdes, there •areurumerous other, problems.ito .be. 'considered which
I: .have .nme .' only ito mention. briefly. j'or. example,'. the .Incentlve-of zhe con
tractors to .reoorc ,all. .. inventi'Ons·:w'illingly· and; fully.· is hound .to be. less when
thecontractor.doe'S'-1lot.keeptitleto': them, .~f"th~ Government takes, title, there
still is thefob .of evaluating .the. inventions, patenting .them.vdeeldfng- whether or
not tcItcensethemcwho to.Hcense.how to.license,etc,'FindiJig extremely hard
to get-patent and. other technical .personnel ·to:review,!the:contiact. recorda-to
make. certacnall. inventions are .reponted, to evaluate them.. to prepare and pro
secute applicatioiIls, covering them: 'will be a serious problem.

The cost of doing'all this -te.e factor. which, should. be given serious. considera
tion. It has beensuggested that to.leave.the .rlguts to tnvcnttons with contractors
is to give 'away benefits that belong to all the taxpayers. No one will be able
to place a dollar value,on,thataJlegedgiveaway, because no one 'can ever tell
what the Intrlnslc value of such inventions .are when'.they have not. yet been
developedrfort the marketplace" and: the costs of such: development and the
tiltimateprice which the, consumer is willing to pay, for them have yet to be
determined... But -one can estimate with, -some vreasonable accuracy just how
much-the- taspaverwttt.pav.Iu.actuet cash: if the ,Government, proceeds to take
title to.allInventfons arising out of its contracts.

--1, have been advised' that .some Governmentragenciea calculate their present
average .cost of evaluating, filing, and prosecuting: a patent application to, be
$2,000". This-is a direct coet.whlch. does not include 'overhead.. but is presumed
to. cover.sucaruneuons as Iiatson between. the patentudviser and the inventor,
rotlowup.ofthe contracta 'to-nbtain invention .reporta, searches in the Patent
Office"drafting .of -drawings, pneparatdon-tand .prosecution of' the application.
In 1964 there' were, .11;OOO,'inventions. made .,by-. Government- .contractors and
emoloveea.. according-to-the-Patent- Advisory Panel'.of fhe-B'ederal Council-for
Science .. and 'I'eclmology, :-. At··· $2,000.per ,case.. this' would amount. to some!.'. $22
million,peryear.".,!:., .:,:, ::. ".,,': > .: t,: ',:

If. promotlon .of' these inventions.to maxirnlse-thetr .utilization is undertaken,
th,e:,co.st;s,:wi~Lincrease ,by 'at .least.rthat-eame-amount. In19&! the:National
4eronautics; and Space . Administration devotedsome:$3%' mllltonrtc promote
some.l,5()() inventions: available for, public Use. At that -rate, promotion of the
Gov,ernIIlent-wide total- of .patents wouldrun to $22 million,. Thus the', total bill,
undei<the current praetjeeaor.cnosc-Government. -agenclee-accordlng to which.
nne.te. taken only "in .a: .relatfvely small, percentage .of .oases, would. 'be over $44'
mllllon, .If the.Iegislatdcn now-pending. on Oongress-sbonld causea.sharp.Increase
in the number of cases to which title is taken by the Government, probably
amounting to many niore thousands of Iuventtons.vthe taxpayer will he paying
on the order of perhaps $100 milIionor more each year for these programs.
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Compared: with .snefi-rsak.nieasuse.tae- expendltureai-theeo-called 'giveaways' of
n~bulous patent rights might turn out rto be "so-called' "chicken feed'!"by. corn
partson. -In a statement -Wh~ch I submitted to the-Senate' Patents Subcornmltee
zweeks -ago;,-! suggesed-the'tff-any ,bill "is .to be-enacted -whlch plans 'to rtake
title tomanvunventtons 'and-patents, as has' beenproposed,:itwould-be desirable
to have -that: lawr~quiJ:e-,an"annU'al. report; to-the 'Congress .of each -andveverv
c()st,of "administt~ring: .that. program;,",'. ~henj: in .reacs. to come; 'Congress-can ;linve
some factual data 'on.whiclrito decide,to-continue or-terminate-the program.
""'Now,'for.'somefiIi3.1 and concreteobservanons.otarter adecade.or so.In 'which
th"e w~.()le, matter ha.s.1:leenigatheri~g:ri10mentum"in,:tlw'Congress;~the,'issue .or
3. ',·Government-wide,' ;,uniform! inattonet 'patentrpolicy.' 'appears': 'finally" tohave
reached-the dectsionmaking: potnt.v.Tfiree bills in, the '89th' Congress at the present
time are' the focal points cf tlitaattentiort.: 'Dwo of-them-are so close together: in
principle, 'namely. genatorBaltonetall'sg. 789:and .genator McClellan's K: 1809;
they may' be .constdered .as representing, the,' same general approach to: the prob
lem',:-The,other, one, S: -1899,introduced'by Senator .Longt: of, Doutsiana; .repre
sentsquite a dlfferentapproach..

The-'l\iIcClellan' ·and,'Saltonstall','bills rather: closely t'purallelva: "memo.' and
statement on Government patent:P?liCY which 'former President J ohn-Fv.Kennedy
issued on 'Octoberl0fl963; :'I'hatodtrectdve.. incidentally,::cu~rently;is being 'fol
lowe~bY all: Government'. departments .and agencies which.' are: not,' by 'statute
bound :' to .follcw' .eome other 'patent, .poltcy. 'These,-two. bflls... and: the 'executive
branch dtrecttve.dncidentally; seem to be winning:supportahd'indorsement from
most: of the industrial and,pate-ntbar'groups'which testified at' Senate Patent
Subcommittee hearings, held earlier this .month., In essence, 'all "three-tend to
leave title with Government contractors: except in: certain specified situations,
e.g.; where' the,' field -of research 'is a' new one, to' the .contractor-and the: Govern
ment has made-or ts.majnngsubstantteuv all the financial investment involved;
where the' reeearch.Is.Iri the.publtc.lrealthor welfare areas. where the contractIs
to' develop:' or-cdrnprove' .thlngs' intended '. for .use bv 'the general-public.for where
thecontractor: Ia.to.operate. a: Government-owned ;:facility." Provisions 'are" made
for compelling; the.teontractcrs whir arev.permlttedhto ' retamotdtlecto: bring the
inventions to' the .point 'of practical :applicatiori~:":Failureto'do"so mavresult tn
the voiding ofcrtghta-glven to .the-corrtractoravor: their, being, obliged 'to grant
licenses to others to .practice ,theinventions'.: "Phua.iby either-compulsory working
orr.compulsory .ljeensing: provisions, rtlie present. Kennedy directive and the .jiro
posed-McClellan' and: Saltonstatl'.btlls-are aimed at.promoting,utilizationof,the
Iriventdonato whichtheGovernment does not: claim 'title: :As-to those inventions
whose"-tltleda clatmedby.fhe ,Govermn.elit,'either.exclusive' or .nonexclusive: lt-'
censes may.be granted under'specified'circumstances. '

The,', Kennedy" :McCleUan,'ahd Saitollstall: approaches" to.the problem of ,settle
ment of, the Government-patent policy controversy are-as close to being .Inuthe
true public interest as any: bill: or, regulation can be; and. yet 'stand a reasoname
chance, of 'being enacted-into law In-the present.'politicalclimate., Their.,only,
drawback is that, in attempting, to resolve the so~cal1ed,equities,between, .the
Government and .the contractors" instead, of proyiding.,for .Solomons theY"al~e

establishing, Shylocks" rn those-teases 'Wher~"the Government's pro~urelllen.t
officers are going to have 'to determine 'when to' take title and wbennot-they
will be plagued to the awful responsibility of:.exacting just on'epound,o~.patent
"flesh;" no more and no less. Of coursertf a"contraetorfeels:be'has"been ma<1::
to-bleed there .are 'provision-s:'for"administrative orj~,dicial review"and,Jhis3

might solve such problems-in theb~st-Shakespearean:traditions~", ,', ,,_ ..:
The,'Long :bin'is: essentially .a: title-in.;.the-'Govern~ent ,,:a:PPi.·oacl~,';with" J}rac~'

ttcauv.no exceptions. Senator' Long;' 'unfortunately, uas-tieen-comjnetety sold
on the notion that leaving allY patent rights.with. co,n~ra~to~s'Ts,~heer':foliy~'
For:'years- he .cculd.only see, them:gettlng.richer-'and"bi¥ger 'and' strongef, ,'as they
are 'permitted to 'accumulate .patenttrlghts ontnventions atisingout ,of'G(rv.e~n-:
ment's contracts, and he decried the fact, that. titis· tends, to mak~ th~111.JJi9~e'a'l1'~
more.monopolistic.. Only recently. has•he given .constderatdon to .the utiliz£lti()n
of .tnventions which the GoverIlment· would .ac'qtiire'bY'his .• curreJ:lt'··le.gislat.i.v.~)
proposal, and provision -fs -madefor Iicensing :thertl,··'With·.or without .. r~Yalties,;'
under-such 'terms. as .wouldobe-establlshed by the-lidmiilistrator,,' of,·all.y' agl:}l1~S"
newly: established for-the. purpose. In' thelongrun," it is,submitte~~ thi~ type. of
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l_~~if'ilatiqIlWill not be.In ,!he truepublic .Interest.rortt Will-do far less to-promote
th¢"utilizatinn of inventions,' thanwill the _McC1<~llan, SaltonstaIl" and Kennedy
approaches -that; encourage the original inventors or assignee-contractors to de
velop.the 'Inventions which their expertise-helped to' originate.

Although I do not believe that Senator Long's 'approach-is in the public Inter
est.. :,:_,:do' belie~e_t~at,_Sen~t()r_-:Long "b,as.:d,one;'this'.Nation" a great servdce. by
sal'ryin~_ on-a'rel~?tless~nd ',effe:(5tive'~aIllP_aign-to _enact legislation which _wfll
embo~y ,his concepts', Of, a' uni,form'G:?v:ernment -pateutpolicy." Without, __~is

"efforts there undoubtedly would not have been created the issues vvhich spurred
President Kennedy to .issue,::hfs'dire,Gtiv.e; His> piecemeal 'legislative efforts;'
b:Y,_Wfic~:h~:has "succeeded In.tacking .cn Government patent-rights-title-taking
amendments to several bills that have become law i:l1 thepastfew.:ye,al's, un
doubtedly will prod the Senate to acting o.n, whatever bills on the-subject of' a
Government-wide untfcrm .patent policy Senator McClellau's Subcommittee on
Patents-and its 'parent Judiciary Committee .reporta to the f'ull Senate. Attlie
same.time, credit must be-glven to, Senator McClellan for his painstaking efforts
in resrsttng the hurried and harried piecemeal legislative approach, and. ~is
patient f$ifting or testimony and ,evidence.in the quest of an acceptable Govern
ment-wideIaw. .In this eff0rt,','ofcourse,he i~ 'being aided by the 'considered
tnterestjand-vsupport .. rcr u.ciumber-or. members :of" his, subcommittee'. Only",2
~~eek§ago,jncidentally,~~atorj\f~ClellansuccessfulIY led a battle on the Senate
floor to 'prevent adoption of Senator Long's amendment inconnection'w,ith:i,Vital
NASAappropriation~,bilL In the ,coul'se'.of_:tha~ debate,_ by .th~ way,. several
Sena~ors'vowed to do -therrutmost to promote the passage of a uniform' Federal
P:itentp()1icy:bill-this-'Y~r.,,;" • ",'.' '" "."" "
~-~Mi·pn,e_I~IrLellt ,at;the,Wqrn~nt,is" t~,~t,allt~elegi~~ativeproposals w htchpurpoct
to establish a uniforro.:mttentp()licy/or the Goyerpment have ,omitted any ret
erence to patent rights on inventions'ma.de bYG.ov~~n':mentemployees. .~heyare
currently being administered by the PatentOrtlcepureuant toen executive order,
in: a.moreor. less secretive mannei'o and 'apparently rwtll contfnue-io be so-uniese
Congress. d(),es"f:'qll1etl~};I,l~ra1;lp~t :th~m .too..'. If maximizing: utilization 'of .Inven
ttons al'isin'g out of Government-spons9J:'edresear:cll. is to he an objective of .any
l~gi$lation in the int,eres.t of giving the public the advantages of.a~ IIlanY,as
possible' o'rtheInventions.developed .under-the Inducement 'of the benefits or the
patent!system, shouldn't this, also: :apply:rto inventions of Government employees?
Qeita:inly, 'a ,trUlY uni~orm~ ,llational,P9Iicy::r¢garding tights to all- inventions
artsing out of 'Govemment-eubstdtsed research will .not be achieved until. t~e
problem of those Inventions 'is' also disposed 0~br.~tat11te-. /Those ,i~vel)ti0IlS

should not be. treated like unwanted orphans; they areTust as much a:Pilrt of
our'national assets as Inventions-made by Government contractors.

IJl,copduding,.I,·willobser:V~,',~~at,itIIll1st"be apparent that this whole.areaof
GoveJ:'nIIleIlt patent, policy is- a :4iflIcuJ,~ ,m~ttel', It is confusing to people who'
cannot consider it fTomabroaclJPlIiloS!ophica~·outlook.such as I have outlined
for,yoRthtismorning;: .rwtu.ctteone'mstance of stich confusdon that arises when
almost.anv aspect-of .thds-subjectds-dtscussed.: On April. 8, : I, was privileged -to
serve as moderator of the symposium which opened the 175th anniversary of the:
patent Syst~ at-the Sherat()n-P,ark"her~~:in Washington. One of the three dis
tinguished persons: who spoke'fh'at morning was an internationally known labor:
leader:whom,I··.greatly .admire aildrespect' for his 'tremendous achievements in
m,any fleldsor-human. relations .and-pnbltcwelfare. In ddscusstng our patent
Syst;ern .. he pointed tO,manY.of its f;aults which, prevent inventors us a.whole.from
obtliininggreaterre",ardsfor}he,,};)roducts of their "b~ood,sweat,andtears."
He' had my complete sympathy 'there. But then he went on to indocrse8e;n,ator
Long's view that, in the field of Government contracts for research nnd develop
ment, inventions and patents obtatned-at-public expense-are- being given away
~Vith'littleregard"fol'"the, ~c?noIllic_and.soelaljconsequences. Hlsvrecommend
atton was that all patents developed at public expense should be put in the public
domain. What he failed to appreciate, of course, '\Vas that if-this were doIle: there
would then be no way of getting for the:, inventors 'a share of the profits or other
proceeda whlch he-was edvocattng they: .should have; In DIther words; he was
~uggest~ngthatweshoulc1:1d~1,the,goosethat lays the ve,ry golden eggs >yhichhe:
wanted to have shared. "Or was he In ravor of cutting up the child because he.was
unhappy with themanner ill' which its "mother" was being determined? Shades:
of King Solomon, or should I say Senator McClellan?
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Mr. FORMAN-: I.heliev~ that the .preparedsfat~m~ntwlricll ],8111[
nlitted prior to June 1 and the taJk I just re.ferred to amply set forth
my general views on Federal patent policy and' my. specific views on
the bills yo~ are considering here today. , ". . '., ., . •

LwouldIiks no", to dwell onlyonth;e'niainrefl:So,!,swhy I])elieye
legislation ofthe kind embodied in.S, 1809 comes closer to being in the
publicinterest than any of the others; and why $.1899 is the furthest.
of thethree hiUs frombeingin the public interest.

Thepro'!!onents of legislation represen~d by .1'3. 1899 make these
three principal claims: .. ; '.' .'. ..•. • .•... .: .. ,.'>';;" •.
;,.1. .Thepublic should not have to pay a second time through-royal
ties or higher prices forinve,\tio,!,s",hi?h' arose. 0 1110 ofresMrcllfl:nd
development which ",a~atJ<i.astirrpartpaid for out of Goverlfrnent
funds, -. ' .' ". '.,." '.... "., ;.....• >,.. .. .:

rr.Numerous i Government-originated unpatented technological, ad-
vancements havebeenusecl byindustry\Hen"",theargmrrent that "
patent-is a necessary inducement to d~yeloprnentqf inventions/for
cgllJIllerceby industry is inva'lid. ... ., i; . ..' '.;. '

3.. Le,,;ving patents in .•the hands -of Government contractors only
tends to increase the size"ncl ",ealth ,of largecorporation~making
them more monopolistic, .more a)ld mqr~(;'li1pab~e of .' antitrust. "iola,
tions, andmorelikely toaclversely";ffectSlI)all btisiness. .

l\{y o'nswertotheseclaiinsfollows:,'<, " .',
I believe that,if the public couldbe giventhllw!J;"lestorY" without

th.e iheadl.in.e hun,tirig labe.ls such as. ,".Billion-dollar.. giveaways,".. fh.• ~
average person would agree with me. '.. ' , .i . '. ,i,

With respect to the first point-i-in.theIongmnthis country and all
of its people stand to 'benefit far more if moreandm()re inventions ,are
utilized-that is, made avail"ble for use byeveryollC'---than if they are
allowed to lie fallow because no one wanted to take the risks of in-
vesting in their deyelopmenj;." '. . .. 'i"

I, for one, would gladly pay fl:'! extra premium in royalties or higher
prices in order to get the benefit of a new 'laborsaving device or possibly
a lifesaving invention, or something which increased my standard of
living. I would much rather get those benefits even if rny.taxesdid
help pay for the inventions than to. run the risk ofnothavingthemat
all. .. ,'" ,'. ,., . . ""i ..··i··

Gentlemen, would. you object .tosuch so-called clol.lble payments if
they resulted in the development of a cureforcancer or even if-it-just
doubled the mileage you could get on a gallon of. gasoline inyoilr
automobile, especially when you realize that.unqer our patentsys~ril,
after a statecl number of years the invention will be in the public
domain.'. . " '.. ..' '."

I know I would certainly not object at alL '.' ..' . ...,'
I wouldlike 10'1 point outani1l~lstr";tionpifl:Yei'epeateqmanytirnes

before many grou'!!s t9 showwhat I think is thereal.issue here, or at
least one of thomajor ISSUeS. .,';" ..••... " .

Our technological inventive ability ill this 0'\i1try is ,necessarily
limited., There are onlyso many inventions 10110,10 call 'be ma,cl"in a
givenyear. For simplicity's sake, L'like toconsider this in simple
round numbers,
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cWe canmak~,letis'say, ,j,inaximtitn of l,OOO patentablo inveatiens
i!1ayear,70p~J;cent--,- Cc c. c

Senator MOCLEL';'AN. What do you mean make a thousandjnven
tions! Who knows how 'many-inventions rrra.y come this year and
hovvmany"riextl .Cc· c C.c.'c••cc 'c cC c c c,

Mr. FORMAN. We do notknow, Senator, ofcourse. This is merely
a simplified hypothetical illustration to e"plain a point.

B.enatorMcCLELLAN. All right. • c CC c
]\1"1'. FORMAN. Lcet us say that in any given year only 1,000 inventions

are made in this ccountry. cc. They constitute the total productivity of
the inventive genius oftheentireNation, These inventions' are 'ua""
tional assests. What we dowiththllrnlIray determine the country's
future. They" certainly will determine the progress of the country,
and maybe even determine the existence of thecountry itself.

Now if 70 pe~cent .of all the money spent ip the United States for
researc!, and development g0ei3 into GOvernment c?ntracts~and if we
roughly correlate this in terms of numbers ofipve!1tions.--thiscould
mean that the futurebenpfits tpopr Nation from 70 percent 01'700 out
of thethousand inventipnsarell'0ingto be resolved when you settle
thisquestioncf Government Nteiltpolicy. ccc, . c C"c .:

Now, how many ofthose 700 inventions can weaff.ordto M go down
the ~c,ainbecause no 011~cwishes to updert~ke their development I. cWe
never know but that one .oftho~einventions might be the cure cfor
cancer; or itmightbethemeaIls£or the causing establishment ofa new
indllstry; or it might be theans",er to some nationaldefpnse require
~eJ),t." ,'Be:ause,'\T~ ~ev;er InlOW it is important that .we do '\Vhateverwe
can tp develop e"ery one of those inveI1tion~th~t",ecanpossibly
utilize--;'"~ndnotjust be ~atisfied with a"p"pe~;"oinvention. c c cCcc"

With ~egardtopoint t",o, ofcourse,p~teIlts~renot necessar;Yinduce
n1entsfpr the development of alllI1veptlOn~~ Jndustry constantlY'
brings to the marketplace relati"elysimple,unpatentableipveJltioIls
for which there is much demand. "I"lThpn there is very littlp investment
1~equire4,~~h~re ,i~nog-r~at_~vor~r:a~oute~ml?~titive_Tisks'an~'noc({n-'
cern ove, the likelihood of ililitatprs COWing outwith cheap irrritation~

after ane"ppnsiveinvestWllnt has been made ilnecsearch and develop
ment bysomeoneslse. c.;: coCC'. Cc c. ·c·.c • ccc cc .. c cC ccc· .•cc.

N.ow, if the Government Wcishestp finance~llthe risk takinll' research
ahdcdevelopmpnt work cill its o",n claboratorie's;~s whent~eDepa:rt
nlput of Agricl~lturemakes-a new plasticizer put ,of anepoxidized oil,
or developsanewdialdhydestarch,itis a: simple problem tOfuld
manufacturers for those kind of products. ,Such situations only prpve
how important it is for thel1l:anufaetu~ervvhoha:stoinvest-his own
money to develop an invention to have it protected hy patents, " ,

There are always people \1'110 are ready to imitate after the-develop-
n~entalrisks are noJollg~r_a factor. ,)'. ',:' ,'_ ,-,'.. - ,_,' ,.>'

']'Ile real-difficulty .isin findipg maIlufa.ctlifeJ'swhowill undertake to
4e,,~elo:p -:an.i.nventio~':1VI:ten_th~resear?11',;llnd develo~pment is eX:p:~n~ive
a_ndth~,risk:~pf-'Succe~s,ar:ele:xtre.n'lelY gre~t:_ '" __.":: _.
'No'v,! would like to cite ariactual bas" history ",hich I nilt'-only
know about-i-I ,was actually involved in thenegotiatiohs which I ~h~1I

. - - - " ,L",/; _ - '''' __ ,

54~400--65--ut. 2----7
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describe» iLfiled.thefulhcase. hist0Jt' !J!l:ith the chief ,C<l1lllsel .forthis
subcommittee.' '. i''''i"" iiiHi "

'This .involved an invention which.concerns the saving 'of life:,,'Jt
had to.dowith.sxtending theshelf.Iifeofblood bankblood. This .is
the blood that the Red Cross and other agencies gather and then put
ona shelf... .It, goes»ad in 21 daysunder.normal circumstances. You
normally cannot prolong its.usefullife aswhole blood. " "', "

In the case of open heart surgery, in the, case of situ!\tions 'vhereyou
are trying to,get blood to.the far corners-of the world, 21 days often is
not enough. ,It is,important if you can extendthe.lifeof that bloo,d, joy
another week, another month.iorlonger, because blood, is.a.commodity
you just cannot get anyitime,yo,uwantjt" ,',,' ,i"," ,
,"Now, .the Jefferson MediillJ,L,CQllegepf; Philadelphia ha'Lsome sur
geons who wereinte"estedin,trying,todevelop awayofex£endingthat
blood life, they received somegr!\ntsfromNIH,andtheytriedtodo
this job. -. Tlwy,follndthemselvesatanimpasse. "They, could not.solve
the problem. Th,ey .had come up toa point ,and .theyIound out that
they were not getting over.thehump.. ,,' ' ">I '" ",' ,,;
" They went, Iookingfor' somebody outside, an expert who could help

them. They found such a man.ian eXPerienc;ed ion exchangechemist
known-the: world over. ,He, happened to .be there in PhIladelphia
working .for the.companywhere I happen .to,be .employed. .Hewas
askedif he would help. .His services we"evoll\nteered gratuitpusly
and many thousandsof dollars of .his time andmaterials weregiVe!l
to the institution. ,Eveiltually, theproblern >y!\ssolved,an invention
happened to be made, and theinvention has proved to be patentable,
The question is,.-'V\Tillthisiny,mtioll get out, into the public ? ,Will
this invention joe developed for use by people all over the country? ,'It
has worked in the, l!\boratory,and,the, technical people have reached
the point where they think and know it will he useful for saving
humanIives, J3utthereare considerable risks in the development,
Nobody can gJ:larantee that this invention, "(hen tried out in mass pro-
duction, is gomg to worksuccessfully. '> "'," ,: .,

The Jefferson Medical College andour comPanY, both of which have
hadnobackgronnd,incidelltally, indevelopingthis type of inven
tion, went looking for somebody who had the experience and the in
terest.We found only five laboratoriesIn .the country, five com
mercial companies,.thathadthe T"'l.llired background of experience.
They all decided it was,too great a.risk to get into. Only.one of them
decided totake the chance and that WasBaxter Laboratories, of More
ton Grove, Ill.. . ',' .. '." ... . .: . '

Senator MCCLELLAN. Well, now,they have the. exclusive right to ,it ?
Mr,FoR:>IAN.'No,sir,.-I have notcometothat, If I may, Lwill

bring it out in.just. amoment, ." ..,!'c . .' '
Senator MCCLELLAN. Allright.I will be patient;
Mr. FORMAN; Baxtersaid they were interested, hut they made some

computations and figured it would take. a million and ahalf dollars
to brmg it from the point where it was at Jefferson Laboratories to
the point where they could put itin the hands.of physicians and sur
geons·throughout the .country. .: , ' ',. ,;.... .' ,., .' '. ;

, They asked what the patent situation was. We went down to NIH
to tr,y to straighten this question out, because under the grant J effer-
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son could.keep. therights, provided they had; a .patent policy .of their
own-whereby. they would exploit the ,patented, inventions. This is .the
general policy in connection with such grants.
",But when itwaspointed.out.thac our company, because of its em
.ployee, had also been ,a participant, a joint inventor here, the question
]wasr>J,ised;;Would;weyield our rights, or-howelsa'should thesitua
tion be handled j They did not know because they apparently had
never dealt, with .thatkindof-situation, and-there-was no provision
in: the Department,of Health; .Education, andWelfare regulations
which .covered it. "" ,,,', ':; ',,' "'",,
, :We hadsomediscussions with the Surgeon General and finally
was pointed out that, under the October, 10,,1963, memo and state
.mentofthePresident on-Government patent policy-v-which stresses
the desirability of utilizing all inventions, in' the public interest' at
every possible opportunity-s-it was for, the good of all, in the pu~lic
.interest, ,wget this-invention out of the laboratory and do everything
that could be done to make it available to the public.LThey agreed-'-'
they said all right finally-"We will agree to permit Jefferson' to
,grant,a,,5-year';exclusive :periodtodeyelop, this -invention-e-S. years
from the ,time that .the:Food andDrugAdministration and the Divi

.sion of Biological .Standards approve this invention-for 'public use,"
This much .time, it hadbeenestimated by;Baxter;wou1dgive 'them a
~hance to recoup about 30 percent of that.million-and-a-half-dojlar
investment, They.figured: ,t!f>J,t,theYWould takethsir-ohances on .re
'coupingthe, restof'.the inNestmentand makinga.proflt: onit in the
no",exclusiv~ period:aft'W;tl,:eexclusive.:period .expired, relying on
,theIr ':leadtlme":to put .them .ma, competitive-position, . ...
,;Incidentally, ,I ought to point out-that-the-grant was 'for about
$15,000 arid our company invested aJ)out,aneguaLamount, $10,000 or
$15,000 at .that poinp--onafotal of about $30,000, As Dr,Price
pointed out earlier this morning, relatively small sums generally are
needed to make a given invention. But, as in this case, a million and
a half dollars would.be required to reduce.thatiirvention' to the point
whereitcould be used by the public. ' ,

Baxter agreed to accept the license with the 5-yoor exclusiveper:iod.
Then,the .Department of Health, Education, and WeHare decided

that this was not sufficient. 'They said-s-it is all right to givea5-year
.exclusive and then sayit will be o'Pene~upnonexclusivelyto any other
manufactursr. who .wants tomake thIS later-"c"But, suppose, ;Baxter,
you. use. SOme of your background inventions that, you had before you
start work on this development, or suppose you use some new idea,s
that you make in the course of investing 'your $1112 million-these .in
ventionsmight be desirable or necessary to the production of the end
product of your development that-is acceptablef~r the commercial
market. WIthout these 'added Ideas, what good WIll a nonsxclusive
license he to a potential second Or third producer after your exclusive
period ends! We would like you to yield thoserights to the public,
too.' "'~ ,<J"<:;':-, ,'n ' _",' '

Well, this was askingBaxter to giye upitscommercialbirthright,
It may have spent.many millions before on SOme of the ideas that they
hadintheirown research department: Besides the$llh million they
were planmngto spend.toreduce the invention-to a, practicalembodi-
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ment w3$theirowumOliey.Why should they share rights to inven
tions which may be made through researchdone entirely at their own
expense?

Well, after 2 years of ",rguing up and back, Baxter finally-said they
could not afford totake the risk under the supplemental conditions
imposedby the Department of 'Health, Education,and Welfare and
theywithdrew.. .' . . '., ...'..'

I might point out th",t this example well illustrates how important
it is to give developers of inventions 'the inducement of protection
against cutthroat competition for at least a limited period oftims in
ordertoget peopleto take on-the development of inventions which in-
volve great risksas tothe chances of success, .

Senator MCCLELLAN. Now, if I understand you, in thatinstanee-s-
what-was the name of the company? .

Mr. FOful£AN.BaxterL",boratories.
Senator MCCLELLAN. They finally agreed that they would undertake

it for a 5-yearexclusive right? ..'.. •
Mr.FoRMAN.Y"""sir: . . . '..
Senator McCLELLAN. Butthen the question "'1'000 if there ",ere any,

Lwould c",11 them, byproduct inventions, falloutjnventioneor dis
coveries, who would get those? A.ndthe Public Health Service
wanted-the SurgeonGeneral~wan£edB",,,terto agree that the Gov-
ernmentshould.havethose. . .'<. .,. , . • .

Mr. FORMAN. No,sir. They wanted-fhe equivalent oftllilt,but
technically it worked out a little differently. They merely wanted
Baxter t.o agree that it would provide nonex"lusive licenses to anyone
who decided later to make thofinal development, th,e final invention.

Senator MCCLELLAN.' And they were-never able to get an agreement?
Mr. FORMAN. That isright. .' .: . " .." ..••', .
Sell"'tor MCCLEL,:,AN. Now, what hn.s happened? Is the product

being used now? •• ,.., ., '. . -,
Mr. FOR.MAN. Not yet. .. • ....
Senator MCCLELLAN. Oh,isit stillnotonthe market? ,... .
Mr. FORMAN. It is not on the market,but we expect that it will be,

and for this reasorr. .'. '. , '. ..,. . . .' .... .•
..Our own comp'11ly,haYing gone as far as it had with itsgratuitbus

contributions to the making of the invention, and 'fortuitously havin~

acquired a small ph~rmaceutimLlmanufacturingcompany--.just prior
to Baxter's·withdriwale.-.([ecidedthatit would try to' carry on'the
work for i while rather than let it die; and this work has aetnallybeen
going-on there ever.since .; ..7-. ".' _', __ _ " ," : .. ' __ _,:','

.. But we went back to the Surgeon General to explain the situation,
and h.every coo.perat.. ively.rec.onsider~d the..' problem> W.e p..ointed.. 0.ut
th"'t,like Baxter, we could not afford to-invest that kind of mOlley
since. this is a very perilous type of invention, and them can be no
guaranteeitis going to wo~kor that itwitlbeaccepted by the medical
profession when' it· is placed on the market," and they withdrew the
supplemental requirements that they had imposed the year before.

Senatcir:MciCLELLAN. On Baxter ? ' ., . .
···.·.··Mr.FoRMAN:Yes;sir:. '. And the way it nqw stands, 'it ismerely on
the basis.tllatthein¥entiOl~w'illlJe-maint",inede"clusively jointlyIJythe
companyandJefferson for· 5 years. After tltat it iBopen to thepublie;
anybody who wants to can use it.
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.Senator McCLELLAN. How much is!it going to cost you to develop it!
Mr. FORMAN' It won't cost less,th'm$llh.million'the way it looks,

because 'from theinvestment already made, and what-is predicted, ,it
will easily.runthat amount,prdbably more.
, Senator MbCLELLAN. How.manyyearsisit going to take to perfect
it! " " .... !.., , • ,'j'

Mr. FORMAN. I cannot, predict that.vOur' 'scientists are unable .to
ten usyet-We hope within the nextyearor two, but wecaunotsay,"

Senator MCCLELLAN. You don't know how soon youcau get the
product perfected! ',:' '

Mr. FORMAN. No; sir; I do notknowthat, sir: ' "
Senator MCCLELLAN. Well, in'the meantime, are lives being lost, by

reason of that invention uotbeing available !' ' ,
'Mr. FORMAN.W"ll, it is-hard to predict whether 'lives Or how many
lives are being lost. But you have to think of it in these terms" ,Each
open heart surgery may use ,10 or a dozen.pints-of blood. It is not
easy to get live donors for a particular operation-when. needed by the
surgeon. ,It would be a great boonif he could .have blood On the shelf
for severul-months. The same thingwouldhappenvfor example.rif we
were going to 'ship blood to Vietnam. It would quite possibly go bad
before they could-use it on the battlefield.'
SenatOrMCCLEr~LAN. In otherwords, it is very: beneficial, or will be

verybeneficial, 'ill the health field 'if, this process.canbedeveloped to
where .blood can be preservedforamuch longer period of time than it
canbemowtis that correct ! ' ,

MbFdRJifA,,,,-:Yes,sir. " , ",,:': .... ',',' '
Senator MCCLELLAN. This isa currentillustration in this field.
;~Ir.. rFORMAN., ;Xhis, is 86'-current; .this: is.happening <today. The

agreement'was completed last December. «i: , "
,.senatorMcCLE~N; Now', if I .understand.you correctly, you 'did

offer this to all companies in that field, all the laboratories,
Mr. FORMAN",Jefferson did.:: They-triedand.foundonly .five

said thattheycould-do.it.But; only 'one' actually volunteered to try.
Senator McCmiLLAN. 'Vell, of course, I would, regard this as a

kindofan extreme case, wouldyounot r.. This is not just an 6rdina~y
situation. ,'", , .,,,, .... , ," ,,, " " "

Mr. FORMAN. 1 t.Is hard, to ,answer .that question" Senator, ,T,do
not-know what-you mean by extreme. ",'

Senator'McCLELDA",.',Well, maybe that-Is .not.Lhe proper' word.
You would notencounter.thesame problem .ordinarily in-the process
ingrbf; [t.··new'drug -or" a" new technique jnOiriedicine',:,w(mld-;yo~'?:,.Or
would you! Ldon't know. ,',,' ,: " , • i"', i."

Mr: FORMAN. As-long. as them isa greatrlsk,al,d the prObablhty
of failure is great,' you aregolrlg to find £e,,'er' .and few companies
wishing to invest money, timec.and persQ:ilne,l·ln'developlIl,eht~f.'of

thattype. " ' ' . '
Senator McCLELLAN. All.right.» .Proceedwith yourstatement, ,"
Mr.. FoRJlfAN.jWith regard 'to that third point Tmade, about the

position takerrbythe proponents of S. lS99, this is myansw~r. ,
~f .there.is a. legltnIiate',danger: to: OU:'~OClety In:eoncentFatl~lg, to.o,

much wealth and too many' opportunities to getwealthlerm', the
hands of a limited number of corporations, the answer may lie in
the Government's finding ways and means to give out its contracts to
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as, manyiother,varties; a8'~ossiblel'" But:'~nce' 'th~, ,con~ra:ctors'are
selected, preventing. compames- fr,omobtammg 'IYatimt'rlghts" out' of
Government cimtracts)may: not sol",eanything:" Such) a:'policy''ffiu;y
only deprive the Government 'of .worthwhile i contractors.on:may: lie'
sult-in contractors devoting -theirsecond/best, personnel: to/work 'on
Government projects while reserving their best people to work on
their 'owncommeroial-projsctscso that .theycould 'keep 'title to.in
ventiona.arising out of! them-and "thereby' 'geksomepr6tection' for
their-investment. ',,,,:I'i"':['" ',' ': . .: iF
, Now, I understand from being here previously ifhatrthesubeom

mittee would like to have' :examplesiCofc6ntr,wtors who have; /re
fused.to-takecontracta-because of [this .pririciple., d '. know how' dif
ficult it is to produce examples.like this; [altl'l0ugkwe, privately hear
about them: all .the ,time" by' [people ,represeJltirig 'imecompany'or
another. -',,' , , ,,;, '
':,1 did; however, go back rinto: the records ofthe-Mitchellsubcom

mittee, which in August to December 1959 had hearings with regard
to proposed amendmerits'to,the patentprovisiolls of the Space Act:
At that time onerofthe Coll'gressmen;who~as sitting.rm' rthe-com
mittee: asked specifically for documentation to -provethat particular
p~illt. The m~n h~, ,:sked,.whohappened to,representth~Americ~n
Patent Law ASSOCIatIOn; did: come'backsomehmelater'wlth'letters
submitted'byfiveoompanies,andthese can be found .referredito-in
the printed' report to those' hearings for Public Law8~568, 'page
412. The five companies were the Electric Storage .Battery '.00. of
Philadelphia, ,the Nati~nal.Research Corp. of Cambr'idge;Mass.,
Corning Glassworks ofOorning;N;Y" AMP,In",; of Harrisburg,
arid BowmarTnstruments: 00; :ohFortWayne,Ind. ,All fiveisaid
that because of the title:taking clausesthey wouldnotaoceptNASA
contracts-e-I think mostofthemhad to do with the theIl'riew,Project
Mercury., " ,'" '," ',', ''. , ',"

1£we want to know whyitis so difficnlt,to get companies to stand
up and be counted as the:\" did,perhap~the reasOl,';is ,that the same
Congressman,'up~ri receiving these'lett~rs, wroteback to the presi
dents of thosecompanies and Said, "This is your position as it has
been represented to us, but surely there must be some mistake' , 'this'
would make it appear to usasif youarenot interestedincooperatiu\J
with the Government of the UnitedStates on this important project."
,:'Each' of these 'companies 'wrote'baclcandreaffirmed) their.position
in-no.uncertain terms; ,'But;m,vertheless; 'this-news 'did get around-the
coUntry like wildfire; and :1 think because of it, 'as 'm,\chasanything
else, Senator, many companies that might otherwisecoma.forward
have 'retrained from ddiIlIl:this' because' they.dear Such 'intimidation
andpossibl;v: rewisalsinthe form of 'being blacklisted fromworldng
on future contracts with the Governmenti: , .. ': () :.,

Now, gentlemen, it appears tome that this last point is the crux
of the entire platform' :upon which .Scnator Long stood when he
introducedS.1899.: Alltheorher ~ointsare merely subsidiary .or
corollary to his concern over the possibility that retention of patent
right by Government contractorswill perinitthemw get a: strangle-
holdon our-economy;' '\f) r
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"')AlsSen"tor,Long ~",id'on]\f"j4,11965, .in intrddncing'EL 1899'" 'and
here' ,I quote' two' brief 'par"obT"phs 'frol1l 'p"ge ,9027',of the CbrtgreS'
sionalRecordforth"t'd"y""'hesaidi::, ",,,I,d "'''iJ' ',!'1'''«1: ",

\- T~:r:.,;Pr:e,sidellt" tllis, ta.nct ~merely,a:q ecomHllic, _problem.,-'' rhisob~:~~~1is !O"U'r
iibe'ttY 'aIil;l,freedom to;th~ kxteiWitllat,' tthrough -l~e;'g±an'tink'; Qf' ru:OhOpolies,
areas' orour econbmid-Iiferare barred',to"many',of, ourctttsens-eto; 'that: extent-is
our freedom abridged. _ .' f[(": >:_;'1,'.;:,,;,:.,,:.
i; 1S~~f1J;LWic,WId.technologlcal ,l\~~~~~I;1.g9n_a,1l~ted,P't:~na~~~d ,l;l~, t4,~;P.s.f}pvArn:.
me:qt re:pr~~ts a '~tls~~ational res?Uic~" whic!t could e(}U:Et1 ()r'Emli>~s in, actual
or.jJ?oten,t:tal~alue -the' 'public j lidmain -ope~'to, 'settl~ment in the' la_s~ 'century,'- -Be~
cause: th'e:controii: of-patent rightsan'd'i~ventionS:r.esui£ing'from .sueh activities'
means the C:ontrQ1:'o:fitlie,fru~tsof!tbi8').1€\'S9prce;-"it_is;t9.~,fUncq.9:~:9f, ~he :9pv;,
er~e;t~ t.o_malr~, t~e-] re,::;~~t~8~ ~es~Mc.~i.[lv~~pl~ for l1S~"by ~,~®t~eAmeriCEW:
public WhICh has-made this research,possible.' .

'" Lagree 10Qpe<G~ntwith.thisJ"st portion ofth~statenwp..t~Y'S~;;"to~
Long.. .Itis thefunctiOJlof,th"GoY"I1l1)1~nt,tol1l",k:ethed1';1#ts of ality
research, whichhaabeen subsidized.even ,only,p"lti"lly, by, Go"erIlc
menb funds, to thepublic, at Jarge.,,' The real iS~)1e.is how. is thjs to
be done so as to do.the.most;goorl,for the 11l0St.people; '; '"

Should it, be..done under .thetime-testedoperationof the Awerican,
paken,tsyst~mxwith.its inducements, for.private in,ye~tnlent,pfq"'Rj~"l
and labor] Should It be done by the.Govemmentdtselfthroughrts
own, buildingandoperation ofpl"nts,follo''Yerl,bY'Jllarket distribu
tion,an(].so·forth;! Or shouldit. be, .doneby the-Government's free
dissemination to ,eveJ;,yoneofthe rights to.practice ,the inventions! •
If there is :,ny .doubt in Senator LoIlg!slllti,:,aj;e objectiye,reg"rg

less, of "nythl1lg\ln' S.' 1.899whwh 'l1l"y"ppe"l.' .tothe.eontrary, this
doubt is eliminated :by.his.embmqing,~]1ephiloso;Phy,sp~llerl, out by
11l~ assl~tant, Mr., Benjamin .Gordon, an ,~he,lj.rtlcle. which 'Y>1S .re
printed m the Congressional Record followlllg,the,prmtmg qf,S.;1899

"t~f:·~;lt~~;;;a;h.qon~l~di~g the·~Iii~I~,;hi~h'Y>1S.d~~~kcito
~eomJ?'lriso~ of. "Government Pat.entPolicy: andthe N~wM;erc"ntil
lsmt'"n which. Mr. Gordon-seesIn-the.policy of leanng\ tItle WIth
Government .contraotors a. strong.sinrij"rity .to 'the .mcrcantilisnrof
the MiddleAg"s, hesays : '
.- ';If:this,'com:p'ar'n~oJi'Jucits-the reply'ilia t~the iilndo:iilll'ihterestre:quiresri..o:ri.o~ly
graztts.as.anecessary stimulation-or enterprise,: thejquestilonnartsee.whether the'
price .we.are ·payipg:is_,far::toq h~avy,,:~y"¢n-itthe" JI!.e:aps could.secure ithei ~!1c:l,r+or-,
iny~lv~ is,th~:sa~~ifi?e, R'~,J,~ep~,tJzep:~:~onprnic freedOIl!.. ..;

Now, this philosophy of Mr.'GordoniwhichSenato'r Long has
apparently-eridorsed.' indic"tes·,a;;belieLth"t .the operatiorrof .our
economy under our patentsystem is .not in, the public interest, '
t.r Senator, BURDICK.I'sth"t"rt article byMr: GO'rdon?" '
,"Mr.,,FORMAN,Thatis the concluding pacagraphiof the article ,by'
¥r:Gordon;yes, sir, ,',,,,,,,',d:,",, '

.Senator BtJRDlcK.1tappea;rsintheCongressional Record?
Mr. FORMAN' YeSisit"'''''1 ,'"''
Sen"to"BURDICK. 'iWhatisJhe,d.ateof W"H'
Mr. FORMAN"M:::ty,4.' ,,; "',,,,,,,,,", , ,,;T

Now, gentlemen, with 7'0 percelit,of"lLthe'R.,&,D:fundS'Dowbeil1g
financed by the Government, such" belief by theproponenta.of-S.
1,899 would seem to be an important first step in the elimination of
our patent system altogether,
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, .' This, gentlemen, T submit is •the behind-the-scenes real threat of
thatbil1:It would be thecbegiriningofthe'endof a system designed
to induce Eeople to invest labor and money to make risky .inventions
wortll,wll,le,., ",." ..... ',"',, c.,,., , " .'. . "', ,

As the Senate Subcommittee on Patents,): think this 'threat shoiild
be.keptin your minds when.youreview the merit of all the bills under
copE;ider~t~on.:._._.. _;_ ,__ ''': ,',:', :'.>, _.,:-.'-",- •. ,-_.,:.

It does .not matter to llle what manner-or meansnreemployed to
conserve and promote the utilization of ,our inventive productivity.
That productivity is limited". It is one of our great~stnational assets.
What matters is that every worthwhile invelltibn should be given
every possible chance of being developed for usebythe people, all
thepe?ple.. , ,," .... " ,. . .... . ' .
Incondll~ion,letmepointout that I speakn?tfor the patent sys

tem. notforthe pfl;tentprofessioIl, not for industrY,not for anyseg
mentofthese. I speak only as a citizen who has for almost 20 years
studied and critically observed the developmentsin the field of Gov
ernment patent policy, and who is seriouslyc?ncernedover the possi
bili.ty that. a g-o?ddeal of.onr,limitediliventiyep:,odllctivitywill
beco)Ile "'fl;stedif not developed under the inducements dff~red to all
the people)Il,derthe.patentSy~tem.•... '. '. .. '" ...•. • "
.... This is whatwi)lhappen' )Il)dera.law like~:,1899whi"h will' tsnd'
to take title to rtiostof the inyelitions made in the United Statesanel
put them in. the public 'iWll1ainwhereinteresthldetel?l'ing 'themwill
lag ifnbtff);deint? msignificaiJ:ce.. ." ••.....,.,' '.", '. ,."" .....

It willnothapl?enullder S.1809b~cause.that 1)ill'",illtendto leave
title with the contra:dorin ,,;.maximum numberofsituations-c-thatis,
I lil.ight say, amaximllmnumb~"cOnsistentwith today'spolitical op~
position caUsed'bythec"p,,;tentglveaway"theonsts. c' ..'

S.. 1809tendstoassure maximum utilization ofthe'inveiJ:tion by
m~alis-o£:-:90mp111sorY'\V0rkirK:aIidior :C?1?I)l11~6~y,;llc:'eilsin~_re,quire
nients..This is .goo.elL .Ilrexercising thosepr:er~gatives,theG9vern
ment ",111 exercise Its true'anelproperftmctlOns. Asacontnbutor
tofhe development-of the inventions, the Government is inpartnership
with the contractor. As a partner, it has' eertahirights.'.i[iJJithis
ca.se,it is not to sharein.cash profits.ibut, in seeingthatthe .other part
nerputsitheinv,eIltions,to' the 'widest 'pol3Siblemse so-that thepublic
will 'benefit thereby: .••That is the,Govem,nent'W rightfl;iid.obligatioji.i
That compulsion is a.far as the Government. ought to go inpromoting
utilization: ofthe inventions inmest cases, ' ,

S. 1809 is riot perfect/it needs amendments. I have proposedsome
in my· formal written statement. .Others have. been suggestediby
those who have testifiedbefore me. Nevertheless, I see in S:1809
the basis for legislation which comes closest to being the most sensible,
workable compromise that has a reasonable chance today of being
acceptable to <the Congress and alsoto all who are critical of thegen
eral philosophy, as well as ~he specific provisions of S.1899. . ...•

Gentlemen, S. 1809 is inth« true public interest. '. S.1899·is not:
Thank you very much for thi~ opportunity today to speak.

.,Senator MCOLELLAN. Thank you, sir.
SenatorB urdick ?
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.. c' :$ell~~Qr iB"(JRDICK".o£sourse, ¥r,Jj'orm<ln"you understand.that, ,ypu

. a,(\.merelygivi)l.g .your' '9pillion""th"t. if the Government retained, titJ.e

.Ao,the'j<l,patent<!they would lie£~llow. That isjust.an opiniono£ yours.
Mr. ,FOR~IA",.X(\~Hir;O£ .course, it .isalways an.opinion.untilwe

havea chan'1":to.,d~rn,o.ns~ra~et,h,,~,itbecomes.a fact, .; ., " .: ,;,,;:,
.$ellwtor Bl:!1"DI9:,>' .You and I lp.low,thattge Patent Office.isfullof

:p~~entsQwnegnbyprivate.individuals that, are lying fallo.w. .The
whoJ~,tg,ing:i~to get together. ~lI(\cpno.lIlic,p~kage thatis worth while

,.p,rpcl'ue:il1g:_',j)", i;,:,c: ,,,'r :.';C;",","n':ii .r... i,;:':: Li.'i:' ,,',)' .r. ':,",.:':,','"(f;'
'. Mr.F,o.lli\;"Alf,Tha,tjscorteet" Sen,atOr.AI,dthatis :wlWT urge

upqn:yoll" H~r,: and upon your,c,9~leag~E}s"itha;t,yop., have gQ~ .the.great
est opportunity and, I might say, the greatest,.o.l;>ligatiojl'llndw;"the
Constitution, to do something about ,it., JVith.,aJ.! these),w(\ntions
coming out ofGovernment research, a,sJong as.you h~v(\gotthispolicy
written in S. 1809, whereby the Govep,'llent,willkeep a, watchfuleye
,undercotrlP1l1sory;,~o~~ing:or liyens'ing.. requirements, .and ;1~u1ke ,sll:re
that tge iny~ntiOllsare.put.touse bYth~c9'lltractorwhoret&lns. titlo->
yoJihav'e done allyou should w,,\nt,to.do)n order .toget them into lise.

Seilator l)URDICK,. You have noassnrance 'thntbccausctdtle is in the
na.meof~:l?ri~at'~p~rscw_theinye+ltion jsgoing' to~be"p~t_to"wqr~'.<,,:

Mr. FORMAN. You are absolutelyright.. Butyou willhavethatas
surance i£y{}u let the contractorkeeptitlesnbject to the mstriction
that,i£ he does 'not put them into commercialuse, he ",illlose theright
to keep title. The f!JJmces are that the contractor in manycases will
work the invention if he knows that the Government will takethelll

'. ~nggive them to somebody else, or' c(),npel, him to grant licenses to
anotherpa,rty":'.," .. '_ ., ·.c·. c"
··Senatorl)1J'RDICK.. IVha,t period do you reco,nrnend for-that]

Mr. FORMAN. I have recommended a 5-yearperiod.
Senator' J3pRl)~c".. Thisiss0ll'etl,tingMW.. ......• ... • .,
'Mr. FORM"N-.\Vell, it.is not ex.~~tlyne>v; It has been written

about, it has been proposed; This has actually beeng()ingon. ill
lllanyy()uutr1es around thewor\g.()ornpulsory working alld Forn
Plllsory licensingare not new; Th(\y",oulg be n(\w to the .united
Sta~es:' . .... , • , .. ",_.!,'
:.Senator BURPIC~~,', I~othe:r" W()!'QS:",Y9ur suggestion "\VIII, .,b~': that,

in th~se Gove,nmen~ contracts, where the equities will justi£yit, to
permit the ingividrialcontra,ctor ti) !J\1re title, but if he didnot~,,
ploit it in.5 year~, it>v0~tld revert to ~h;~public. . . . . .••.•l\IIl'.. FOR¥AN. That IS right. .Itwould either revert directly bapk;
that is, it.would be pl~cedinthepublicdom~iJl,or maybesome ar
rangell'ellt inight he made whereby the' Gov.ernl1lent wouldsay, "Let's
fil1:dsornebody.~I~~.",ho isinterested in working)t." Tha,t is '\111
aljlplea,di~g£or. Gettheinvention intopublic us~..• ' .... ..' ....

•••• ' Senator' l,l'rJR1JI()f ... C)neof the thiIlgs th~t·botb'er~.me,w!l~n.yoP
gave this' dxaplple:n?0ut this'bIqo~: re,juy~rato:r; ~Tp:;~_~~v~r,' it,,'Ya,f3, ~b~t
er~n though that prr\.a,te patent ll'Ight liare b~.enIS~uedIn the na,m(\of
a private company, there i~ no, .p~rticular assurance, .tllat the $2

million would b(\spentl;>y tli~nl,either.. •' .. ;•... ' ' ..,i' ,
~~r. FOR1>L'N" Sen~tor; lets take that on~step further. Q01l.~)der

wh~thaPJlensto')lYpatented ,inventionJUad(\ by pdva,te inv:~~t:-
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Itierit--J-,*'Mre there is 'no Govert1.mentiIivestJri'entarid no Government
rights 'ait, all, "Underourp~tent l'iw'~; ~hereis,of eourSe,noassur
ajjc~ that the invention will beworke~. You are absolutely right.

"Howevervthis is in accordance witli'the contract, t~e bari\'ain that the
Government, ha~, lil"de with the .l'atentee, in retuI'll f?rhis having
pVbliclYdisclosed theinventioll,-,-instead o£trying to keep it as a
trade secret, as they did in theliledieval.l'erh)d. 'He is being told,
'''Youcan havethedght to' exclude 'tithers from manufactllrin~this

invention., We ",illJimit yOll' however, to a period of 17 y-ears;,You
'have got to make ofitwh'iteveryoll cau and wish in that period: ,At
theend of17 ye,arsit is in the publicdomain"~which has always
seemedlikeafair;deaL "., ," " "
Now,t~~tisintheprivate~ectot. ,',' " , "",' , ,
We haye n6wayof i\'ivingallY further. COmpulsion to make the

'inyelltoro~pat~ntown~~-who'putsout his o"'u money, his ,owntilile
'and services and so' forth-'-'tci'iriake him' use the Invention;' That
is 'true: There is, riospecial"qoltlplllsi(l~'other th'il1 ,thefa,ct that
eachdaYli~ fails to w0l'ktheinv~ntioh'IVhile'possessmi\' the ,right' to
'exqiude in!ringei;sbring~himCloser to the ,enq ,OfU,e'patented term
",herianYOrieW~~e~:fterwijlbe able t(l c01i1peteyvith hinrwitliout
J~~r\)~R~illg,s0pp~dby.'i}'iwsllit", '", > ',,' ',"" ", ,'," ./.
','BIj~Y(lljh'ive 'in "~~Itl,oll~II~v:~r)wr~"'X?!:\,~'iye got this rIe;ht.
;!~"y-.tJ)e}:l0y~rlllil~ritI~,'i.P'irtnerlP.~hH;:lij';~lltwn, It has ma\l~ a
•8(ll).fr\QutroIl totl)~Illy~\';~I(ln,;" TheeQll,ty Is~li~re! "
,:,,': I)~,~y~I0:I?:g,~g9J·eGqgl1\~:~9-J~1l~,.,::_", -,-;',-,,:,.,;v- . .,: ' ',:: ,',:" h',.,
, , But I say it is wrong' for' the Governmenttd take title, ~,n~the,n'db

nothing ,wi,th.if" ,Xlm):>a,ye i\'0t \\?l)(ljfef(\m~fe.. nis :~?asi?~edi
sron which must ,be made, a baslCpl'l1losop1.ly:whlCh must be ,estab-
lished at this point: " "":":",, ,.,;:";,,

.:,}~/l)e G(lY~i;llm~'ft g'l}p:gt!l'a,~\!~t ~ptiJ1cy' wh~r!'fw~}¥]{~Jitl~t,? so
many inventions! If we are n6t gomg to do somethmg WIth them,
rt~i~'i$\*tb~~ ,:.,'._:.,: 'i,'< :,:;\:>:",;::.i:!: ':'i ','. ;\ .. " ... t",;- -',!,: ,:.:_:,' ',';'." ,,:.", .,',.l.,<,"'\,',':

'f' "$el1at()r~-6I<nIqK; 'JllSt,' 'a"mo1]iej,i': .J'J:'Mt ,is .an .assll#ipt.i9h,tha't
'hothing is going to h.lppeh to' invetlti6ns \vhosetitleis acg;l],i~~,l

~h;y;~hg;Gpy~rlHt}ellt.;":,_,,.,:')i'(l'j ,:::1,,':(\'.'1 '!"H",(;- rii .;; ~:")i;:r ·:"".'-f:',':::,<"
,,'" ~r" 'FO,,*Al'lf'VYeoh~Ye t? ,ope,r'ite olf., tJlls.~~surqpt,on. 'J:',l:\e, ,ppIllt
'is,' iJyou.enaot ,lei\'ielati(luso th"ttlieGtiye,rIVl.lellt. eiJ,dsup",itlI' a
massiveeollectiori of inY~l).W)l).s"itJla.s 'i'R'isic91Ioige ttl Ula~e,:

,F)ither itworks them~ritd:oesJi't: 'If it doesn,'tw9rk them, ,it is
ppssi1{Iethat jlObody, :",ill. , Jl it .does ",Ol'jr, therq,this will be a
fulfdament~~ ,chang~ ,in.the pliilosophY,O,f'(lljrsopiety." Do.",e .",allt
,the GoveJ:nlUent to ,g,etinto business qn~ rqass scale! If w~. do, !eM's
take title to all thejriYel).ti9ns,andplltfheGo"ernment.irlbllsin~s~.

.If. the S~ll~te, ,>\ridtheIIoll,sedec\dethis is, bestJorthe country,
tlIenl~t,them goaJiead "l1(1wi;it~ it, l11£olaw,,!Jll£they should atleast
recog.nizeand "J~~~ly, state,th~tthi~ is "'"hat theY,intend todo.
',' Senator'. BPlUlI0li:' ,No, .one >",~nts the .Q9vernment in, business.
They are taking these patentsforthe people,'", " ,..
",JMr.,'FoRM.AN.Thatis,~falla9Y, 1m,' T beli~ve the whole theory
9!"Senator Long is wrong. H~ says this ,vill not happen. "But this is
precisely what will happen. If the Govermnent does not exploit it, as
S. 1899 says it will, the only other choice is to leave it open to the
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'publi~'.' ilth'dlhu' bhlyprediCt c()W~lete'f.aihi~~.i. You say this.is au
Op)riion.Ofc()urseit is... I:hltcapwe,take iitJiechaJJ.ce!Can we

'take the .chance£hitt th0JJ.s~JJ.dsofinventions every .:rear.will go
iihused] If "'~do, the Go:v'ep:im~ntwillonlybe ~dding to the very
woblelUs ",hichiou pdiiItecl}tpyd)lrsel~.' ..i ......• ..'. .' .' .'
'S~nat()i' BURnICK.1"()11' ack:n6wl~cll5ei that thousands of private
illvelltion~aregoingU1111sed. i: ..' '.. i..' . . • '" '.. •

•. Mr. FORMAN; IdoIi't q:u,estioll the point. .If this is wl'Ong'--,mliybe
the solution is, as has beensugg'ested,'~h6,tellthe.17'yearp¢l'i6cl.
0¥ecannot d.iscussthis now, BIitiftheCongress thinks it is too long

. a:wait, it couldshor¥it... Butthe poilltisthatjJJ.~tbecause~hatis
bad or wrong, do you want to''>iid'lilidabet itby adding thousands
more patents under Government contract situations, and put them in
the public domain, where nobody is goiug to use them! If we do, our
technology will end up so far behind Russia's we will never be able
to catch up with them.

Senator BURDICK. I don't agree with your concluusion. But I will
say that the 5-year limitation has added something intriguing to the
record.

Mr. FORMAN. Well, sir, I hope you will find it acceptable as a sub
stitute for the title-taking philosophy of S. 1899. And this hope
applies, of course, to your colleagues who have thought the proposal
by Senator Long, whom I admire-I said so in my statement-s-I think
he has done a great service because he has brought this tremendously
important matter to the attention of all-a-even though I think his
solution is dead wrong. But at least he recognizes the problem. .He
and I agree on a fundamental point, namely that our main objective
should be to get the inventions into the public hands. But we
should not just do this by opening them up to everybody. Almost
everyone who has testified here has told over and over how this will
kill the inducement to convert most inventions into commercially use
ful embodiments.

Now, if you cannot accept it, if the examples you heard are not
sufficient, then write something like what I have advocated into the
law-and I think S. 1809 already has it. If it has not, it is in S.
789. 'Write in a provision whereby the Government can do some
thing affirmative about these inventions-instead of just leaving them
to anybody, instead of going into business and manufacture-c-let the
contractor keep them. But, if he does not do something with them
for the public good, let the Government take them back and find
somebody else who is willing to develop them. Or if that does not
work, then put the inventions in the public domain.

Senator MCCLELLAN. Thank you very much, sir.
The subcommittee has held 5 days of hearings on this subject, and

the bills that are pending. We have heard 26 witnesses. A number
of statements have been submitted for inclusion in the record. Al
though I want to expedite the subcommittee's action on this subject,
I also wish to receive the counsel of all those who have a contribution
to make.
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Therefore, '.additional, h~'wiJ,gs" IUf\y ..,be )le)d,. "Incidentally, '.' the
,,9ha~r :todflyis :s,en,i:\ip.geHt. f\;Mtert9 each S~iWt9\:;.'1sJ#"g APw<1ias
'1nY.'Cltne~,sesthf\t.h~;pun,k~ cou,ld e?,,~~lbute a]lyth!ngfothls, )<).0

,]lOt Wf\nt the~e, :),e'l~mgs. to close..<).enymg anybo<).yw),atsoever from
having theopportunity to fullyp~~,sent:t!Ieirx~ewpoiI,ts.. ...." •
. TIW hear~"go\Vil].be recesi;~d.sllbjeeqo,oall.' Thatdoeo not ".'ean

that this is gomgto be prolonged indefinA~ly.:ra".'try~gto ~,,-
,Pedite tlwlUto; a. eonclusion,.but ,withQut s~ttirig anybody off who
,ea)]y believes he 11asacO!)'trib)lti?Htomf'k'~. ., ,.' ,
. ,The.c9".'!Uitteenvil1.~tand:iIl ~eces~,;. . ., ..,';"'" ,. .'. ....::
, <Wliereupon,at.ll:3$ 'P'elock:,'I.ll).,theslfb.committee wasnd
[ourned.fo r~co]lvenesulijectto,the,eflll of:the (JI,ai,';)
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TUESDAY, AUGUST 17,,1965'

....•.... 'tr·$·i3ENA~" .
,SUBGOMM:r:rTEE,O:n gAP:N:~S',!,::,

+~~AJ:)lD~Np~S?:f~J? c;O~~~IGfI:rs' ()F:~ii]}
, > '-q.<:>J\j:1\i~'I''F~E-qff: ~:E,YIJJ?WJA,in:-" ! ,'.'

. . W aihingt~1hl):()'

.The. .subcommittee.met.: PllI;!?,ll~nt:t(}not~ce, at lQ :O.~: ~.l11.,:jn .room
3302, New Senate Office Building, Senator John L. McClellan (chair>.
man ofthe subcommittee) presiding. .: 'r': i.:' . ";'. .... . ....:

Present : Senators .McClellan (presldmg), Burdick, Scott, and
Fong.. :.":'''!; ;/'

AI~9 presellt'ThbmasC, Brennan, chief counsel ; 'EddN. Williams,
J r.,·assistant'"·cOllllsel; and Stephen Haaser, chief clerk, Subcommittee ..
on Patents, Trademarks, and Copyrights; HoraceL. Flurry.ercprc-
senting Senator Hart. . . •. .

.Senator .MOCLELLkNi: .Thc.committee-willcometo :drder.'

.The's;~bc(}iniliitt~e'th,is'"l"ibtlii;ig;.resuiilespylili6: .ll~~riiigs··qii.·the .
petidi',lgbillsrelatiilg to yariOu~ aspsyts OfGoyeriiffielit patent poli\,j.
Sitlc" thelast .sesS;iojI,of the committee .<mJuly. ''7, :thinninority.leader,.:
Senator Dirksen, introduced ",billon thissubject,which is S, 2326.
This bill has'.?een'r~fe~~lldt?:thesubc01nmi\fr".~nd·wi)lbyincluded
as"pa~toft\ieseMatiijgs;";'... ,....•...... ' ....•.•...•........ ,.• ,..•.. ,. .". .

(Thepill,:,$. '2326,.l:~ferredto .appears on.p, 30· of part ·1·.)
Senator. MaCLELLAN,]; don't·kll.0W wh~therthereis'·anY();Ie'·hete'to.

testify~peyificallyo!l th",t biIV!Ji1t.if·~():we·;Will..he"'(f.he1)); ••.I.n· tll,,"
fhiaIll1ar)ilip'of tir· btll,and clurmgth~suJ:\Cbmmlttee'sdehberatio;ns,.
with r<iSp6ct'tiuijl0I1.ap.y ofthe proposals his bill-will. be considered.

At:theconclusion'of the.Iast.hea.ringheld-on July'l, Lwrote a-letter
to ,Hill- m~i1lh~~o£' t1;ie 1S~:at~· iti~itillgit}'lei:t:.'~tlg,ge$t.i:?il~ 3;:~ ·:t()~a:hY. adtli~ ~
tional ,:dtilesses ,vllose testimony 'they tholigh\;;hoJil~b~hearclbythe
suRqO)Il)Ilitt~~Refo%th~h~aring.son these bills. wen, coneluded... I
state very frankly the purpose m doing that was to make. ~rtilin'
that no Sen",tor,auclnQ one e1s~ so far as I know, would be able to say
thatthe"c<lmmitteedeclined 'o'i-'refused to hear anyone who had any
contribution they thought they couldmake to these hearings or to a
resolution ofthe i.ssuesinvolv~c1.

I ii'bwdirect:that aoopybf this letter be printed at thispoint inthe
record together with the written replies which T received from··13
Senators. I may note that only three Senators requested'witlleS8eg'-tO 'I

he.lIe",rd,andithesnbcommitteehassoughtto make possible the "'ppear' .'.
an"" (jfthose-who$~'testiiI1ohY:'Wa~r.i!<J.u:est~~,•• In o!)eiii~taIlCe, .I1:lelie\,~.·.·
it was Seriatbi' Kerilledy of New' Y'otkWho sU:ggest~Ftjt\lIiS1eplythat:;

497"
, . .,.,:(.)



498 GOVERNMENT PATENT POLICY

JOHN,L, 'MCCLELLAN"Ohaf;rma,n.

U.S. SEN.A!I'E,
COMMITTEE ON THE JUDIOIARY,

PATENTS, •TRADEMARKS,; ,AND COITRIGH1'S,
.ruly 7,1965.

SUBCOMMIT'l'EE ON

Senator' _._.__._._:..--_._-,
U.B.S,enate,
Wa.shington, D.O.

DEAR SENATOR: :'·The" Subcommittee, on Patents.. Trademarks," and' Copyrights
has just:conclud.ed.5 days ..of public hearings, .on .four 'bdlls relating t9: various
aspects of Governinentpatentpolicy. "r:rhree of these b,ills.eS" 789, 8.1809, 'and
S.·1899) are', principally concerned with the ownerahlp of patent, rights in .tnven
tions'arisiIigunder:Government-financed'research and development contracts 'or
grants;:," " ,:d:,': ':' " , ,~; . , '

The subcommibtee has heard testimony from 26,witnesses, tneludlng Members of
Congress, executive departments and agencies, and repr~nta,q,Je.sofindustry.
the bar, and scientific groups. A number of additionltl st'~t~~nts have been
filed for the 'record. "I'he subeommlttee also held' hearings 'on this .subject during
prevtousOongreseea-enda. number :of staff -etnctcs, describing thepatent prac-
ticesof,tl1evariou.sa~~cies"havebeenp:Ublish~d.,:. " . ';'

~ot~ce ()f,the_subc0lnmittee hearmga ap~ared,iutb,e'Oo!1gressional Record, and
the subcommittee. has h:eardeve,ry witness who requested the ?PI)Ortunity .tc
testify;' I believe tliat,the subcommittee has developedathorough 'record.How~
ever.itn .view of the greetIaterest.wnteh 'many' Members of'the 'Senate havedndl
cated.In thi1:j: issue, I.woulci,_welcome"anysuggestionswhichyou may have con
cerning' additio~al:witJlesses,whom : you ,think the .subeommitteeishould hear
before these hearfnga are closed. , " -" ":,,, ","

I am.attaehing-aHet of-the witnesses who have:appeared.'duririgthe recent
hearfngs. . -

Sin~Elre:ry, r

he had looked over the list of witnesses and that he saw that no repre
sentative of the Department of Justice had testified, and he requested
that Assistant Attorney General Donald Turner of the Antitrust Divi
sion beinvited, He knew that Mr. Turner had done some work in this
field, and thought it might be well to invite him to testify. Now I may
say that the DepartlIlent?f Justiqeh3,s bssninvitedtotestify. On two
occasions heretofore they have suggested that they preferred simply
to send down a statement. They didn't care to appear and testify
personally.

H3.sthat statementbeen received!
Mr. BRENNAN. Yes, Senator, it has.
Senator McCLj'JLI,AN.. Thestatement has been received and, of

course, it is apart oftherecord:
After we received this)ett¢rfroni Senator Kennedy we agaio con

tacted the Departmep.t and they said all they cared to do was submit
a statement. .

All of the letters we received will be placed ill. the record and printed
at this point, .. .

(The letters referred to follow r)

--'.,--,;--_.
u.S,'SENA.TE,

:Wa8hingt~n, D.O;.:Ju1ly:12,-196$. ;
Hon~ J8ftN_L.',MCCLEt~AN,
tis: Senate,
Wa8hitputon,:D.a~_

DEAR_ JOHN':: ThiS'is .to .acknowledge 'receipt! of,'ybur .letter''of.iuI~'7' In::whic'h'
you .. tp.quire as. .towhether or not ·1 .. know. :of:.anY:' additiona'l: witnesses-that the.,
SUbc01llIllitt€!e .on.Pat~~ts, Tl"lt,a:ema:rks,;,and c.opy-rig~ts ,woUld":hea~~:regarding
Government~financed research; " I, . .'

Although the hearings nave prompted considerable amounts of interest in
the S'tate I 'have heard of no special requests to appear before the committee.
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w4i~~:~.::~E~:~ET:r.

~v.s.: ~SENATE,

Julv.15.1965..

'U:'S:',SENATE,
July 14.1965:

P~TER 'H/bo~";N~C'~"
. U.S·.,s'ertator.,

Holli: 'JOElN ;L:' McCLELLAN'': ". '.__, .. ' . , . . . , , ,,"
OhaArman, 'Patents, ,.' ·Trademar1g8,J 'aM 'Qop'yrights 'Su~c0mnUtte¢;' :.f!,:S;, $enatr),',,

·Wa8hingto1i,"D~O. ,:; . "'.' . .. ::',:"< ";,' .':' "',,,: : ,,: ...: r: ::'
DEAR MR.' CHAmMAN: Thank you for your letter 'co'nceb1i~ the ;h~aring~ on'

Govel'flJnen~patel:l.tpoli~y. ' "', '. .' ..! '

Thesehearings,"withthe impressive list of witnesses, will be most helpful on
thj~,~r()u~l~ome,questipn., ,.,1 wrn ~q~ow:, this ,~:tt;e:r'with ~tep~~t.,;

At'this'time, I do not have any witnes;s~to a<1.<lto, th<e,~ist. . .
Best regards. ",,"'.' """ ,'·n' .""

Sincerely, ":':U.",',,:,:' ';'''.'i .:'1:, ii'
:ROM~N;;!J~.::El'i,tVSKA.:" ..i,.. ,'.

,::.f!.~.;$,~?1:atpr,,¥f..b.ra,flk~.,. "

'·"-',U·f3;'\'.~~ifA~E, ..'...
. J"ly 1~•.1965.·

Hon,;''JOlIN,L;<:l\{Cer.ELLAN', , '.':\'," >: ",' .. ';'" -" ::,""',': ':"::':"":':"
GhairmfMi;.' 'Subcomrnttttee' :;{n pa~fmt8'i'Trademarks,· and' Oopyright8, -Senate 'arim;;.' "

mittee on the Judliciary, Wa8hington, D.C.
DEAR MR. CHAIRMAN: Thank you for your letter requesting any suggestions' as

to additional witnesses who might be heard by the Subcommittee on Patents,
Trademarks, and Copyrights on the various Government patent bills.

At present I do not haveany additional names to submit.
Sincerely,

, U~S.'~ENATE,·
July 1'J" 1965.

BOIi>JOHN' L;MOCLELIiAN;
OhaVrman,Su1Jcommitt'ee 'O~ Patent$,Trad~k8;:and:(f()P1Jrig1it8. ,-
ao.~~tee·onth,e'JU~!Oi;tf1it;'rJ}~·;'~~te.;lVtl!8~~~g,t01J,;p.(J' ::', ';""::"'" ' . "",i"

:JjEAR' ME.-' CHAIRMAN:' With ;refere~ce·ttoyour letter of July 7'with'respec't.'to,'
-anY' suggestions eollcernilig!adtlltiori.ai. Willies'g'es:-ill 'be'heard bytli~su~c~lIllilttt~"

~~#a?~',.:.~·.l&~,:: :~lld '~': :~89P,:I:.~~~) ~~: !1:g:p~h?, :'~'~~~;~~" ~~,9,·<1~il'~,.:~~,J),e '.
Sev~~al of' the',(}ovepnn:enit, ~gehCi'e,s,l1aie'i{fSti:tieil.:'· Iti'S·.'a~s~~tl' tA~fsenatM

Eastland. :has 'or will: request.' $fu.,t~~ents' fr0ltL','8.11 ,of tne G'ove:~nih~rit. ag~llcies;
which' engage in resel:ti'ChWLd, develoPIrlentcont.r<Acts witl,i ,reS,Peett-o<'pat~llt'
policy' being followed.' by-such :l:'ge:ncies and. thelr views,witp:'re~pectto the:bil,ls
pen<ii,ngberoreth~',subqomIll,itt¢e~ , '

SiI:i.<;er:ely,.: " ." "

Hon. JO:s:NL: M(i(JL.ELLA.:r.r;" : _ d~ "',, .. 'pO" ''' ','_ ,_:

Chai!rnUtn;:>Subcommittee"onPaten~$, 'Trad~r~; ana,o.OPllrig?it8~
senate- OjJioe·B4il,~tne?wa;8~Untit~i'P;'F. "".",:"":,,r:,:, __ .' "",' ',. " ','-:':,',

.DmAR' l\1:R, ,,(JEr:~-M.A~~T¥~;- ,·yo1i.to,(;,Y()~· '_re~eilf _i~tter:-~)J?:(l-'the'~~cio~ute
concerningthebearfuis 'on. bills reuttilig to various -asp~Cts"of..Government 'patent
policy. . ',-,' -,"-' " . " .... : ',',," -: .. ,"', .. -' ":": "" .',",' '.'" " .,,: ., ",...•.. :, ..,';...... .,..',.;

My 0W,D:. ~:tAt~ of. Colorado does have a large number of firms holding 'G-overnM

ment research contracts. I am now atte-.Il:lpting to.contact some of these firms and
their representatlvea in order to see if the-y wish to submit statements. If they
do so~gh~.IWilliilform you at the earliest possible time.

Best regards. .
Sincerely.

I am ·~l!~llg::-~e,.libertyto send your letter to my former assistant. L. Ralph
Mec.l;1_~,_W~lOjS ~_Urr~_Il.rt.ly.as,s~:;lJ;al1l~to the president of the University 'of Utah.
If· he boas 'any 'Suggestions for witnesses I will be glad. to .f9rwar:<i ,tP-eDl: to-vou.

~ill(!eJ:ely"

DANIEL K. INOUYE,
U.S. Senator.
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. '.__ ,U~~_'-_~ENATE:,:
W:C(~!t_irp~on,J? ~ '0: j ~uiJust~~1965.:

oAlliol{#t~) ;'p~i>ph~'~
,. EDUCATIONAL

UNIVERSiTY OF

Hori''--'~JOH'N: L1McCLELLAN/'i'
Ohai1"rn,an".?Y?C0tntnitte6 on;Patents, Trademwrks, ana CopyrightsrOoiWni'itf:ee on

-uie 'JUr1iciMY; tJ;S; Senate, Waslu"':Frt,?11:"J?a.
DEAR)\iR.~,OlI.A;IRMAN: I'hope I am not too late in answering your letter of

JUly.:2,-asking".f:Or suggestions: concerning additional witnesses whom the sub-
com-mittee might hear on the question of Government pat~,tPClliq-y;', '" -.: c; - .

In looking- over-the Jtst, ,Whic:h, Y01;l,~~_~t-" .LeaW'" no_rep~es,el1t!l:tiye_Qf .the.Depart
ment or Justice.! know that Assistant A,tt~n~n.ey'"G~n.~l'alJ:~o:qa1d)1'urn~rofthe
Ant~t:rustPiyisi(}n,ha,s _dqne- tl, .good _~eal pf thinkIng, on this, ,:snt}ject,,~nd ,i~ he
lH~S)],Qta"lr~~~:ty, ;b:Ei,~Jl iA.Y~~~,;\ r:sugge~r,tn,:;t(p~' \vou'ld,* It,V.erY'; ¥,eIpfUl witness.

'AgaIn; I'apologiZE! for my tardiness' in responding to Your'letter.' . .
~it;lee:r~l'y".,i "';"~;, ""'.-: 'j;- ' , ...,. ,~\~~.N:EDY.,

Section,1:l?"pa,g-e 8! b.e~i~ll;ling line 5:
"tab~~slled',~?n-gov.el'nm~llt'alcommercial position or, in. the caee of an er],lwa
ti01J,Ulo1~'irAJ1liprofit in'fltit1ftion contractoT..11J.M.o.h- has a definite, established poli-ey,
a.pproved,;a1J~:,p.rOfJl:u?{jated by its governing body, of retaining or acqttiring, title
to iJVV6?J'ti01isf1PUlo oy its 61nployees or of requiring its employees to assign title
to s1.i;o'h'inve;tiMns to a patent-hoUling entity tor the Ml'/'efit·ot·t~wj,nstitt'ftiQlt.'
theagencvjiead. shul.l .U;cq.ut:r~i I?-o,\g.reater,r:igl1ts ·.than .. the.nonexcluslve.'

,Hon. JOHN L. MCCLELLAN, . ., "",",:>
Cha.lr.ma!1:•..SJ~bcommitt6.e .. 01~ Patents, Trruiemarke, and Gopyrights,·Senate"Com

trt:itte?:.JYtI(:the"JMicia1~Y,U.S. Senate, Wash-ingtol1" D.C.
D~Ai'Jd~N': i have followedwith considerable interest the hearings held by

your SUQgQmD;lit~e,e:pertainingto. the various- patent bills. S. 789, S. 1809, and
S. 18119" '~" :1S09, which you have authored' makes a very important contrtbu
ttonto the 'possible solution of the complex problem tnvplvingInventlona devel
oped under Gov~rnme:Q.t:icOntrB.~ts:J,)ec:aus,e,,"it,.recogntzes ..the,.racs. that .equittes
of all parties to all inve:p.tio;U.\:p1'll,~t"t)(~:,co:QsiQ.er~,!:jJ:r,qet!'l::r:ll1ining;.patent.mights.
Hence,..a, soiutton ..vi~hie-tt ,!"oUl~" l;"',eqHir~ .the ..GOVeI:.I]JIl,e~t, alVi;n.-Y'~" cr.neverrtillrtng
rig~t~>tn'.lnverttto¥s,',iS' .JJ.?t •. ~h,~,.;pr9~pgr'.on~, -. , 'i. t:lwrefc}~e:'agr~e ,with. and support
you,r',IJrop?,S:,tl., ,: .. ",:->:: .. '::,.. ,':,",.", '!" ".' ,'::': :,' .(" ..:',,:' ? ::".' .e.'. > ., .:;,:':
':twou'ld-sugg~st, howev'er, o:b:e'rpossible' change for YOllr consideration: Sf-r,ce.

Gq~eq:ll:p"en t .,contr.actpr,s ..'Includ~" a: ]lumb.e~ ,;a;f ~dp-~a.ti9rwJ, '-,institu t.ions ,and:n6h~
pl~4:fitxe.sfar~li.Otga:#1~~tl():DS,. ~. '9~li~ie :yo'ti,!iIigut':do'ilsider .,incilldingth~seg~'oui)~
in'..Y.'?ll("bill."',-Whlte.S\I,Cll educatiQJ1ai, :and,~l:#L:r:)1:0~t.: org~).lli~~tions cl9 ,:*?f have
"com¢i~cial'; •positi0'rls. in .:.tIiat theY:' ~~'e' nof ,:0a,nufa~t'ctr~~s..PI: prodb,cers,O;f
products; they doenjdy commercial status insofarll~:l~~~n,.sillg.. Inveritlons ,is
concerned. They also rely on such revenues as ;:("S-ourcEf' of"additiollaLr~l3earch
fund,f::.~~qlip, 1;Jl,e,parti~pllJ.r, .untverstty or research community:' TIhis, their
reasons-for" enjoying 'whatever benefits. may'. be available under your bill are
asstrong.ap.(lxal.i(l,:.q:s those relating to manufacturing concerns.

Tl1e.,U:ni:ve:rl3~tyof Oaltfomta, I understand, has proposed the attached amend
ment to S. '1809 which 'would include educational Instrtntlcue .havlngvdefinlte,'
esta~l.ished/J?Ut€!J:lt:policies,'r~quiring."assigll1llent.,of.Inventdons.. I .hope .xou .wtll. .,
find' this i-equest a reasonable' one "u'nd urge' that 'your' subcommtteeuntght
ad(}pt,1.1l1lgJla,ge,:iIWW; ~his).il1e.

-'-- 'Sin'cetely"yours;';" ," ,
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'='WKYNE

U.S. 'SENATE,
Jjdy16, 1.965.

EDWARDY'. LoNG,
U.S. Senator.

--ii;';;' '_"F;; ,rl,;;<

'i,','[."".i;','

_", ..lJ.S, '~EN~TE~"
" "Wasl~j,n,gton;J!~O.,'July .15;1965'"

Hon.JoHNL.:i\fbdLEiu-&;,) "L " '\'"",,""" .','\-'"

U.S. Senate, WasMngton,D.O.,,\ ,.""""j',',";.,C'

[)u!'t .. ,SE:NAT()Il.:,than~. ;r-,olJ. .1'0,:,:",. Y0l,l,r. ~~~t~rofJul;y. ,1. .collce,riiiiig. '~'~e, "pun,lic'
hea~hi~Sh~~oht ..you~ -'subc0miniftee.ph'se'~~~41;Jjil1,s' rehitiri(td ;G()1iebiJ1ientl~a'teht
policy-arid-askil1:g -'tii':? stigg~ti6hs fo.r",aliY ia'dd:UionaJ! '.Vit.o:esses)vho'migt!t '<appear
bef''6r€Fycllir;cti:ili:ililttee!,l ! .'. ,,;.(:;;-,,-,~:.):.) 'Lu;",:, Y"i':,';',t ;".,":'.i i:-':, ,':-'~:'<;<,,;,c:::'..,',': ':':, .. '"". .."
~~e wi~n~s~.s, w~R have already testified ..1;Jf!fo~e. ~?i.Ir'c-ommi,fte,e"'3!.ppe~·~"t'().)iil'~'

to:coyer :~'e.;'si;n~ctfli~\:'a:n~l'I-'d8-iJi,6(1i~'vel~iJ,Y1~a~eS.td ()~er:3 I:dO>Wr~iit,,;h~tt'eyer~
to-!cbhiIli.'end,Y<hi ',for:'hblding i.tli'e'se·1:L~ii:tirigS 'and I ,~cin':Cdrutident' 'thattyoilrC'coiil~
mtttee \WI ''d~velo'p!s:OmE(istr(nlgrr~6iliniehdatiorisfor'; thei::tddliul.aih'iti)'o'f'i: ifail'
GoverHnleht';:dai;~n'trp6li-eYi';(;(rH.+qJ'.' ',")llifF;',! 5~, >(·-<:-'-~t":'; ';,,-' ;"lin;':',':} ',,':',!).,':: :;,,-',-

With best wjsp:~s and 1Findestper:s'~'P-i1i)i~gards.. t ani,"
';:;«Sil1cerely'y-oli't"s;' , r:',',~:cri :-eli,! ",'.\'E ,,;';"':<~')" -,~rCl

'j c. '·"r,r-l '."3!i 1 r;

Hon. JOHNL.M:.<i9Y0.LL.\N~, .,. \',,_, "".,,',-, ',;, ".. "'::'" _,'
Chairman, SUbcommittee- 011;, Patents; :TrailrYftzar'ks,' :an..U-OoPY1:it/ht-S;
U.S. Senate, Washington, D.O. ',- ,"'\"'" ._.. \:., :,;, ',',
])~R ~iR~ :GI~?:IItMA':N", ,:H:.live ,r,~~i_ve_d ,yoll1:re:c~nt let~ereonc~~-!1ihg th~ 'lj.earltlgs

of the, 'Subcongnitt~~'on:~,~~,erits,,TJ:a,demai'ks;' ,ancl:-d,OI(yright's" (jn,:ce,rtaj~,-_patelit
bills' ana the 'erici-Q.sed 'witness list. i. AWfeFi~te,i_t,ol1~ ,tho~w~tfld.ness __itl_'\vi"iting

:f~e,e:f~~~i :~:9 .'~~i~,l11a,tt~~.: ",'~p,:~o~!.~~'v_e.,' apY':','~s,t!g~eS_f~d~ "'~s' to,?~~itiOn~l
Oan assure you I look'Tarwa'rd ;to'there<:omillehdatioils',<jr ~~Ollf:'slIb~iU.lilitt~e',
Kindest regards. ' . 'f

;:;in~~J;ely" H.'"

Hon."JoHN::L. :J\feCL-ELLAN;': ii'! i

01wi1tm~'-;SU7J.cQmmittee i'onf Rate'Y/J.~s~'!:JI1~ad;emal~ks;,'and.:!cjop:YPi[flbfis;'
Ju(lf.oia:tV'-iO:OJ'il.m.ittee,;" ')(]j' ,d . '''FiI] ~'.'if; ,.
V,S. Senate, Wash-invton, D,O.

Dun MR. CHAIRMAN: This is in reply to your letter of July f;:i'equesti'4g'sui~
gestions a'S,t0.P'0s~iblefurther testimony at your patent hearings:'·y'·)-'>"L/:

MY:;lnteti est ',i rl patent matters had led me to introduce bills on NASA patent
policy in ~h~.~,8tJ1,and89th Gongresses'''aIld to participate in the continuing
consi~erat~On'-:,:o-f:<th;e issues before the Senate Select Committee on Small
BusiJ:ies~.... \ -. " '. '.,," u.r "); " ':':'0"'

Although I am ,a~~l"e."of.- t1~e ,~c»~irm,an'~ 'd~~ir~\,:to~,Ohclut1~;,tll,e:,'A~,a~~i1~~"as
soon as possible,' 'I'twould' like to' request au 'appearance' in,:?,r,~er,.N vre~eilt a
statement 'of my views 'on this important subject. If thi-s\T-eqti~st~is.,:g~,p.p6:~4,
I 'am prepared to testify. at any time that would be ,conveiiil:hit'f.o-r the
subcommittee; , " , H '.. '-.. <., .... -

Sincerely,

"" ,::n,·".'

~L..Aflf'i...-n;; ....t 9 __Sl



5021. GQV~JW;M!P]:'')[T:RAT!p]:'T::R0r.I(;1j. \

RIcHAaDRtr~SELL.

D.IS. :SENATE,
August 6, 1965.

U.S. SENATE,

..' ..•. '., T. July 12, 1965.
Hon. JOHNL.McCLELLAN. . . . "',' ',"1';,:,/
Chairman, SU;~CW!P!/,:~ttep 9?LP,a-~~11:t~, "T,r/fd:em'!r1p~", ~~~" Opp,i/riiJ1l"ts,.·
Oommsttee on the JurJA,oiary, U.S. Senate,' '\ tt

Wq;o~~~ngtp'?'Wp·p~"·:,,,,);;,,""',!i.<;j!",'_< ',j,',/ >:",'i"::_"Y,' :\-';';~'T' v.. Co';,': ',:u ~
:.p~;SENATOR,M()OLE~Al'i,:!P~rmit:Ille,:t() :ackn0VVledge,and .tharik.you:fQr' y:qu'r,

letter' with:' reference,';:tp. .the :Jiea~ings" Which hav~ 'o.een ,'coii~l11ded, on several.
biUs:reliltingtoGqvl:l'r-IlIII,e~tm.t.teht;policy_~;", .'_: "',-;:;:,:,.'C' <:"<>','c:l:

I am very glad indeed to have the benefit of this information.'; however,}a,nl
not)lWaI'€, ofany;add'i1Jiona;l,witn~~I)s~s,that~11oU'ldrbesal'l~d. ..

'With best wishes, I am, '.. ' " .. '" '.
Sincerely,

Hon/.~(r8:;NL.,-M(JQi:.EL~:N"\',-,~ ,:", .: ,;
Ohairman, Subcmnmittee on Patents, Tradema;rks, and o.()[J'Y,rlf1!J,ts, '-
Old Senate Office Buildinu,

Wtz.8:~l~gt~'lt'J:.)~(!:",;,_,.,.-" '''J,' .',',' "'",,,_.' i", .. ,.," '"" J;..';',."",.':,,','

Pli:AR', JOHI"r': lam,deePly .eoncerned that, thEl ,'re.c01:c1; q~ the,su1Jconnnittee's.,hear
ing,~,:m·8:Y,:not,.be,as complete as .itci?uld. :b~, .as. to. ~11~~ ;ef!:€lGt u_llyvis~ :,GoverIJ,mellt
patent policies might have on future scientific researcti uudertaken .Inour.Jn
stitlltipons of,~.~gher:edt;l.Cati.o~.,:_ ",,':"i'· :;,,:i'i ]i'::'-; '-; H:-j':; .: . ,',- :'.: i ,:,': :,.: ,::.,,:,;:-,.·,;i '., <!

.It"occurs to .me.that some, ()~ theJ~illsJ>n, 'Yl1~C~)~Te.:ar:e; holq.ing;hep.J:'~ .mlght
be, construed.tneuch. a .wav.as tov~tJp.:t!!e,:Gov£tr..nlllen~"trtteto .all tnventlona
an<l,;discoverie~:.:p;om._res_e~r~h in ollr:.J~()>>~ges,,:fln9.;'.'1,l:nive:rsitiesWhich, have .re
cefved Federal grants for anyone of a number of purpo~es,:,~ve*"lnclu<ling;1inan

cial aid for the construction o~,scieIlt.ificJaciHkies~""':::::;j',,:, ,: \',' ,'0'. i
I believe that you share my conceni.' 'For this reason', I wi:U,lld,like, to. suggest

thatiin,-lnyita:tiontp appear before the subcommittee at its hearing'of August 17
be extended to J. William Hinkley III,.,president and director of Research Corp.,
405 Lexlngtoniavenue, New York, N.Y.

Mr;,',Hinkley;s'organization handles the patent policy matters of a substantial
number of the Nation's outstanding colleges and universities('a,nd ,as.such"Jis~·J,

qualified to discUSEh,ivith.:the;subcommitte'ethe",patent policies 'orsuch.tnstttuttona '
as well as the effect the pending bills would have on the future",of,s'ch~ntific"re~<'

search in them. ':",".')
~,ind~st:J:'egard~;'

Sincerely, '

ROIL J()H~,l!. :M,:CCL~I.-A,~"" ',: :', .: ..'. ':''C':' :::;. _::__ : Co" ~;'".
01idi~~n, Hi(6Q,o'mJ!/,#te~"q~."f,,;}ent8,, ,Tra(l,emar'k,s, a.~d: 'QqrdidiJht$,
Se1t!Lt~9ffice B,1til¢i1J,g" ., .., , , '
Wa,~M~uJ.0n,'P/!,.,',·;:, '.';:fLo,,".' ';ii'; i "'.-' ';:'.",' -'".

DEAR JOHN: Thank you for your courtesy in informing me of the status -of
your hearings on the present patent legislation.

I, .oreouree, sl!are with you the belief that these are most important measures,
and I appreciated the opportunity to appear before your SUbcommittee and to
testify in person.

Let me take. this opportunity to thank: you for the courtesy shown me by you
and the members of your SUbcommittee at that time, and to assure you that I
believe that you have given full and fair consideration to all these measures.

With warmest personal regards,
Sincerely,

HARRISON A. WILLIAMS, Jr.

),<
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,$en[Lt<Jr,MoCLELf:AN-: With: thaapproval O~W:y ffi)lea:gu~"'I}.. fh-e
committee, the Ohair w<jUldlike,.l11 .opder. toex:p:~lt¢ -these hearings
but not to .denYallyonethe right tobe ll"aryi, w: aI'".goi~ to invite
each witness, if.he will, to try to corifinei hisst~tement.t() 15,.min~tes:
I .want to say .that we hope you will try togiv;eyour~tawmentsuc'
cinctlyand conciselyand be brief so .tllat 'fe ,call accommodate all or
those,wellayescl;tedul.ed. " .' '.•••,'" ." ., ',,"

SenatorJ!'ong,do youhaye e,llyste,wme!it!...•.., ..
SenatorlfONG; .No.thank :you,¥r. Chairl)'an.
SeIllLtor.M9QL~LAN.Thank:.:yollvery,much. ..... .' ., ".•
TIW first witnessis Dr. James A. Shallllon,pirector of.the;:N'ational

Institutes o~;HelLlth..._.., .' .• , .• ,' ,. . . .' ..•.. ' .....•. , '
Dr..Shannon, weare glad.towelcomeyou this Il'0rning. Youhave

someone with you! . i" ,." .• ,•••.. ' •..•..'.•.
Dr. SHANNON. Yes, SIr; 1 have ¥r. .RlCharyl $eggel., who IS.Il'Y

executive officerat the National Institutes of Hee,lth, for !LIlY' technical
backup, '.. " ...... 'I .

SenatorMoCLELLAN...AJl.rlght,Doctor,_, .... ' .: i' "'"

.Lnote.youhavea prepared statement. Do yliu Wishto rea(i{tor
do you.wish to placeit in.the.record andhighlightit]

Dr.:SHANNON.I.woUld l)l,thenelLd.lt,slp.
SeniitorMoC~LA.N.'Youmay, proceed.

S'J'ATEMEW1!OF:lJR. .T~JIl!ES 'A:" siIi:NNok 'lii'ncTOR; NATIONAL
.INSTITlTTES OF REALTH;ACOO:i4Pi:NiEDBy~XCxAit])l I..SAAGEL,
EXECUTIV:E OFFICER

Dr:, SHANNON., ,Senator.McCl~ll»Ji,and. ~elllbe~~' of '. thecommittOO"
I appreciate the .opportunity afforded, byyollr invitation-to; appe~r
before' ,this· committee' and discuss .the. relationships of patent policies
to NIH programs, especially as it concerns research financed by multi
ple sources or situations where additional private .funds 'are.necessary
for the i full: development of an .invention, At the .outset,.r would
emphasize that the NIH as one of the Bureaus of thePublicHealth
Service;isa componentofthe Department of Health, Education, and
W"lf,!,re, ,and .fuildions within the patent regulations setf()rthbytl;te
Departmentr»:••• i'" '. '.". i.' .',' " ii

Iun.derstindthat, the Department's patent .policies and its-position
onthe 'legisla:tion;before this committee have already been presented.
For this reason, 1 will limit my statements' tothe.twoareas.ofconcern
mentionedinyour invitation;' "" ..... ",,;; 'f"';fi' .'

! would first like to address myself to situations where,a,dditi()j1a)
pmate'f1lllds.arenecessery .forthe.full' development.of an 'mYeution
made,under .Federal support, since T ,believe the .policy, problems at
wnding' these situatdonsare.a major publicconcern... ' "I': .• r:-< , '" ..

'Sell,,~dr 'McClellan, I would Iiketo say parenthetically that while I
talk' about -drugs in thisparticularstatement, this also .would ..inc.lu.de
biolpg.ics an.d the whole range of re.lated materials, but for simplicity
I will1iinlt'JI1yspecific comments to therapeutic agents.

. . ' ,.,' , ,', ',-,
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:,th~(~~.I{~#~~Rtt~:g~~~tlrcl<?i#Vities·thfo~gh'i!;ta\iW;doirtr~cts;(an'd
Wlt:ln!) ItS, own l~h9.f'atOFeswh~chlri~Y res)11t ntthe'hscovety of Ii6ten '
ti,,)#\er",peuticag~nts,..'l3~foreone of.thes~·agents'c>l;l1 reach' the mat
k~tl?!ac~.j',<?tp~lilipq6)1~mnptiorr"itmust travel aIong-road, usually
n1~asllrndl~~e~l~',J'rOirr,qis9?yery to "coml?let~, develol?merlt. 'This
road includes the actual dIscovery of the potent~althel'",peutlcagent,
the preliminary screening to ciet<;rmilfeif thea~eIJ,thaspossiblethera'

. peutic utility, differentstag~"of'apinialtestinll,prelimjl1ary"tests
III humans, and, finally,' fllll,'scrtl~91"1ic~ltestingofthfagel1t, The
newlydisc9.vered~g~llt.Ihay,b~a completely ne"chenlici>!lentityor
an old chemical either' ohvhich"s'shown to be useful as' 0:'tllerapeutic.
T~w,,<1eV;elPPll\entalP1'9.ces.s,ineiH1~r,case is ~overn'edfby :the t[j'i)d~ral"
food arid drug la,vEnvhich require evidence of careful testijlitbefOte
theH&~nt,p~ll~,Rl\";",re\\fp,th?ll\~rk~t. ',' " " . :.",.,,0,:

,11\Wost l!}staIJ,cestlW~IH or'ltsgrar:tees <10,11ot pal't,lclpate .m- the
full development'6h'tlierapeliticagentup Bothe point where it is made .
available commercially.Wevie:vourrole in the Nation;s medical.:
resea.ych.effort ~scOll1p!em,entaf'y'totheactivitiesoHhe other elemerits
within 'Ohrsociety;both,piihliR~ndpriy",te, tllat'l11sosuppoM;cresearch.
and development rela'tedrllhealth.' 'It, s~elilS't6us thl1tthemteliJ;;tS
of the American people are b~st's~rved,:whentlievario)js'~lerrieiitsdf
this medical research structureCl1niiiterl1ct.'" The most 'effective.inter
re1;"tjpllship rqS}l1.ts,;.'}:11~11 .thq;par~i8ul,!,r.c",p~hilitiqs ,of thev'll:iou~,
elep}~j1~s;.Fed.¢.W:j:~V,\1)19h.;.'[1'&let~lt~a~1:~eutilized to the fullestexterit, "

.Ge.nera'lly" speakmgj"the' l'I'itH.sClenhst'or .grantee: willhe lnVQhr"d,
if at all, atone of four points in the development.proeesacv-. '.T' .';TZ',(

Ca). .NIH fUllds m",:}' pemvolyed ll}th~ organic synthesis of a com
pouIid 'a.'rrdpe't'h~ps in.alpbl'ti0l1',!f it!;lis"remiing.ina.biologicalsystem.
We,m~y p~rtiCip'~te' ih. a;itimalandclinibaltestingbutwill not usually,
exee.[\.t..... i..'~ 1:'\'YCh,o.Pl\.a.r..:Ji1.alfC.•i.10gYa.'nd.' cancen c.. h.'emot.h.erapy".,p.. ursu.e,.t.h\s.•to a'de'fiIiltni'~"~oticlusroll':')<:n,\n"'i';;i'\:!,\; . 'i:! ,';i 'c':::,,'; ."':::""; ,r (if /' .

>:I\1'ore g¢nefally'th~ chemisV,g,iverufreedom of action, would approach
the, ph~nnacell~icali11dlistry' ~hi"h I:iLs.extensivecapilJbility ito, under" '
take the entire dqvelopn"e"t and testingproeessand is able-to accumu
lat~al1.'tl;teqat",\ fi,oili"(l.ifl'erentstages' of'development .necessary. ,:101'
FDA'acceptlince.' '.'i"!;;;; '. ':J ,',("

(/!)NIHfundsmay also be involved in support researchiWhiqh;'
in'yolves the' pi:'6~ing0 lif'hibl@gieal lllechanislnswith,chellliRala;ge1lts.
Olitdfsuch i'nvestlg",iJitln fiiiiy:well come new knowledge on.novel-uses.
fOf'acomj5Dlind; 'biW',n ,ge11eriili such.an.irrvestigator, will rarely' have.
the capability ,Of fol1()wthrou~h,asi~ theca~ewithaiw1l61lYi'lle'Y

tl~er~8:i~~f::~:i ~~N',i~~~ri~lY/~~pport bro~Cl.clinicaLin~esti~atio!l
andsttch- wot}j: lr)l:s'ooiheoovy, commitmeiit. to the .asscssmcnt·of·therapeu""
tic activity, either in .ahsoluteer.iccmparative terms;i",;I)~'llllm~erof
chelrlicitl sl1bstlliIceSY,:Qubofrt\llS type of, work in, the past 'has come
wlmlly' tiew 'therapeutic uses. that. have .hadbroad impact-on. ,,,lillio,,,l
m'edicinei',(~;;:,'i:;, ,Y:L';',i/"'>::: . ., ,"'Co-'.>:;·;'" ':: :":.'i: ,::;',' :.ce.:-.,.

Without regard t,,:N':pFLprograms\ Hlavein mindinthis respect'the
discovery. of the tranquilizing properties of reserpine when this drug
was in use as a, blood pressure lowering agent and the dicovery of
energizing properties of isoniazide when the drug was being explored
asan antitubercular agent.
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".(,d);Fin",ll:y, Nlj3: has, in th,el\p'"ct'RB,PPQlf\'J,d, amMo,:r;.,p.p'!iY~~iPf1ted
In, ,th,~.e*lw)y,e, .. t,ype of field, ~r)",J i ;vp.lqn..fiJ;mIY, :~~rrRlls1xe~,th,~)let
he.n\,fiP .;toP\, Aq",yed frpmfL g)Y~ll q()I]U'OUly1- llWler ;velM~fiiled
chp.)q"')CQnd"tlf?!1s"and will no dOllp.pAO"'?"\\,IPh,q't'0.tW:e,.,, ;:, i'

Thefirst .tp.,eeo~ these types oj'stjlpiy,s,Q4Ji,b\, .eipefJ~~}<i1ield
"p",tent",bleA].lsCOYe",es and ,conseq)JBntlyJhe. ratl'.,9.fevolutwn,t<.> .",ll
·ejJ'ectiveJherapeuticagent generallyayail",j,)le.t(), t1iq.public'ri\! 'pe
·determined.bythe terms and cqn.ditioAS,;vh~ch,:I'~cilitat"i:lle.iMeJ'PI",y
qfthe "esour""SO!.the Feder.aI. lJoverp.wel]t, th~,fjnfiyeF,ity sp¢nt~,st~,

"a,J,)5!,t.h~"ph,,,,rw~qejltic,,,l.indllstry., . ,,;'!. '.",,: ;'(ii, '. ' "'(i'.':";::
.. AJth,owih NI:f:I support of al]investigator JR~y$p(Wf1ta),earl:y:stiige
otdevelopment, qrCOyel' only a parl of~he:qqlliPJica!J)i;1.S€:qileuoe .of
drngdeve1"pment, our departmental paUjl]tpp)iqyreq)liresth,'1t his

iinvention.be reported to the Surg-eonGelt~,~lforlli~dispositi.ol)-,that
is;,,:tli~ Surgeori ;(}en-erf!,l's .disposition; sinesthe ~Ii;\!.t?ptioI;l,i~ ,W9st,,~n
stances is complete within the definition "fth,e U.S. 1"aterit Qffic¢,
The SUrgeon General's.dispositiongenerally iesrilts,il1tit1etqtP;~Gov-

·erl1111ent iI, accordance with the. prqvisionsqf .the:Departmelitls reg",'-
· lations, thetitle.p,ovisions of. the 'President's nl~ril?.rani;111m",nd,the
:mX~cll~iv:e order.goveming ,cl.ispositiqll,Q:f:,rlf1p:~oYee:iily,enti().~s.:.· ..

Tha.uncertainties.Involved in .~ftercthe-:fa;Jt.determinations have
createdbarriers for ."oJ)aborationby,j-.h". dryg.. industry lj'itjlN'II1>
supported scientists in bringing potellt~",lther.ape)lticageni:~JR;We

·POint of. practical ;application, ,The': ll~du~trl",l .firms .;vant" .somo
guarantee.ofexclusive patent rights i~compensi£iql1fqrandprotooc
tion;of,their possible .invcstmcnt..which ma,YPeconsideraple before
F:OA.clearanc~can be obtained, .Because.i.as..I. understand it,tllere

·is somequestionas to whether ;VI' 'can .or. should,ex:t.~ndsuchig",'",r
antee, it is often difficult to motivate industry to undeita)re",the perf"c

.tion. and, marketing of the NIJI..$upported inventiolls"al.).d bi an
·NIH.supportedinvention I have inmind those whi:'h;vere,J;l,a!le under
circumstances-wherein.a part ora)Jo:fthesuppo!'t';Vi1sderiVJ',d,}rom
the)\~;ationaJ,Institutes of Health; ; ... .", , ,.... " ..

We,of course, support the.basic policy th",t.title to health .and
we~far~inventionsgenerated,.prim",rily withFederalSIlPPPrt, should
.reside In ,the Government, .Itdoesseem to.us.as persons responsible fOr
the largest Federal medical research program that there does need tpOO
clauification.of ,the situation with ,rega.rdtq!the i~sllanceo(liC~'lessto
dnventions held ,loy the Government, .Glnepos~iblqollltiqJj.)lllightbe
,thegranting·.of",houtperiods of exclusivityin.such ;situations asL
have discussed-that is, where it isfound to.benecessarytodewelop
an-.invention to the point ofp,actical applic",tioni",lld there is no
otherway.toobtain. the needed industrial, cooperation.: Compounds
which show Somepromise in early St",ges.qf il1vestigatioll..raay,pe ofno
benefit to thepuPlicand, may not serve the publ~qill~erestiJ.':ljess
clinical testing. i~ undertaken and .the re$ultillg,drng.is,''iteitred,py,the
FDA and indeed marketed. We also believe that is seems sensibleto.be

a.b,l..e... to i.n.vO.l.,.-.. e.ill.dus.. try in 'the testin.g... aI.'d..m...."'.:!'.,et.,i...n..g.. p?-~s.es ..Of.,d.rugdevelopment smce these firms al,ea(1y,pQSSes~.ca,p'!-biIItles.Ill these
areas th"t wouldhave to be dupJicate(j"lsewh,,~toac.col])-plish. these
necessary purposes. . . < .,::" >/,':/ ';':-: '';''''" ,,< .;';j

The Department is in the process of reviewiIlg 'its entire patent
policy and practices that relate to this matter.
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J;'~~~jpg 'of{iio~.io)t~,'; i~(\do!}il 'area 'i",', ~hichybii wi~heci 'myiclom
ments, I ~oul!'lnotetIIftoneor thecormnon characteristicS of scientific
research ':ctiviti~~ B~rf?rlJilea. in unive~sities, is rec~ipt ofjoiht!\nd
simultaneous $llpphr't frOJll.Q-overnment ,anduonprofit organizations,
an.d not iufrequentl:y'J'i'0ru irldustry.. In the biomedical s?ienCeis; the

. G'j'i"ernlrlent S11PpOi;tis;m9stfre'luently provideain theformo~..a
~l)-llt from the :~UH, 'Fundsf~o'l}th"""dIfferent sources of SUpp?r't
areo£t\j:d'comrnllI'~l~a .wiW .th~result· th",ta given r~search' project
ilia:Y be financed' and dependent ujJ'!n<severaldifferent sollrC!fS of
income at the s.allletillle.. Where the private sourcesofsupportimpose
nq(j()nditiori~ilp?!}theirgrimtrelatiug t<> inventio!}s, the HEW'te~
latio!}s r~'ltiirelllent th"t the NIHgrantees report all their inventions

·.t..o tht: ' ..e.,....S.u.·.r.geon... q.e...!}.~r.al. '£().·,.~,.}i.'.iS ,d..i..S.p·OSi.t.I.·o.nt , jJo.:",.sno tOOlJrli.'.ca.l. J?r.ob.lein.'HoweVer, ",here, as III .the case of the American Cancer Somety and
the Anlerica.rr Heart. As~ociatiori,.cosjJons?rsmaintaiupatent policies
'reql'irillgt!I~ir grantees to, a/Vee'td assig'n. all inventionri~hts to,th~m,

. tlI"'gh\llteewhb,,ac6l\pts sUl'jJoi;t for 'tile s",nieresea~chactjvity from
bothtlie NIIIa,n.ttsuchqthersMnSo,s lias under'takencohfli(jtingobli
gations h~ 'cannot£Ulfill:' 'It is. <iiflicult to solve jJroblemsof.conflict
after" the. ·J'aet.ori.thei'hasis .6'f'priorit:r '~s!betweenm~ cos]'iouspfs,
'Neither is>if~~'a.tiS£aCfr>ry',solution tosuggesttlIat' the grantee be
"limited to acceptance' bfsupport 'from "only a single source'which
"ifuptisessrichaIi'6b1iQ1aitOJI':'<' " '.'. ,·..·.•""f i,;,,'i.
"}Ib~neveit is in tli~pUblici iriMest to ",lco\'tage 'support, ofreseareh

'from; th:e;private' sec~or6'f'011'" ,edo'nofuy •and .to','discourag"!"e;kC!tisijce
'reliance)lpo\i'l:j#veti)mentifinanced ~up):lort." 'Inordei- to furt,herthis
.' obJective, 'Itm.a,y'ben'eceiJsaryitd'relieve'Uiiiversities and.t.h.eir.'reSearch
#qrkers'j'f6;rith'&dilemma ct;ea;tedby cortHietingoj-;ligatibnst(; 'assign
P·aterit 'Hirhts; i'i,· ,.i" "i .i, i,oj;;' "'i'.' . "';' " ....J",.,

".i,At the'" resen.l;itime, itisjii,ji:rtrid~rSta:rrdiri th;"t~he' tent ie
)lI,ti6'ris 6f?our 'Departiriend6li(jt take into consrdera,tion: tl.:"e'luitiJilf

j cbSf>o'nsors'iri 'mri.ltihg 'disposition: df, jnv"!n,tidnsai'islng;fromire8<jaryh
:fina,nc~d by multiple sources, and ,tb:~StttgeonGerieralmust mak" his
,d~te'(ffijnati\\b. Splely()ri tne'1iitsisof Qms{lpport.'AsIhave Itrenti9ped,
iI '.doiuiiderst\i;lld thatItheSe feg'irlati"ohs'!Iave'been' und.er'teView' 'for
';sprij~ I tiffie"'Witll''t!iis[ matter', bein-g'given, cql'sid~ratipnby''th~"De-

.gaT~~~):~'~~;~~~~:~~~~~;~r~~~'~~~~i~;'~6.a.p~a,1"~f(j~:';l,~;:i'I
,w?uld HJfe'td. 'einph'asi~ethat 'Pam'oj-;viouslynota pai#Iit 'ex:pei't;'blit I
'w~uld,be'g]a,d 'td!an's'Ye~' ~nY'lnestions~ronimyperspectlve, 'aisthe
'director''!f'a: largeFea~'ralreSel).rchactiVity," ",.". ','" .'.'

Senator,MCCI)EL'rJA'N! 'Iihaveh't. ha,da,noppor'tririitytoread 'your
Sta.tem~nt,) I lia:vetrioo,toifollow YOl/>SO Tmay'not bea,ble tointerto-
gawyouaboutit!W)sely:,' ButTnoteyo~sa:yon~ag~2:.. i .•• ' ',',.

',:; 'in ~~s,t" i~~t~~c~s,:, :ilie__ ~i:ri; b~ __ tta: gra,n'~~, dd'_~ot ._p~'rtici~te in, t~e,: ,;full
.deveiO'pinenf·bf'therape1i.tic: agents' UP' to''the, point where it is: made avalbtble
c6tmner~Hmy:;; ?:i !':' !';,~I - "" '.- -", -,', ',. : ,."'-

··>~cl~~F~1~~~k~rmr;'iio\1'tyoti!·Y()upartidjpaW tWit ·l\P.to
the pointiWliere'it' b&onies eviderit'that it is pateritabl,,;is tlIntright?

Dr, SHANNON. Yes, sir. .' . " ..
,-,," - ,- ""i'-',',i;''',,'
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Welli a'J>iwrit'h).ll,~ issii"ou'ilif6'rm>iH&ndevelc;p'ed quite eaJ'ly inthe

total dev~\oPlllent.' '. '.... .t' ";',>,."!"d,,. . .
SenatdrM9CT~h;;N" )"es,buty"u <j.o'notparlicipate in the final

. testing and prOC<lSSin~,4e>ve~oping,aI1d.~ettm,gitready·for·inarketing.
· "Dr. SrrANNoN:T!lis is correct,Sj,r,except i/J'the speyiaJinstancesof
.l'sych0l'harmacolog-ylia).4 c~:iicer cheiriotliera,p:y'IY];iere we feel that we
];i~ve auaddition",l ~~lll~ibility. . " . .. ." . ..'

...... ·.Senatrf'MhCiJ;:rJ;A,N. r..etnie.a'sk;Yoothis:. At the' point!wh~re your

th~~~~~ta~~~~tt~~bt~t[~\~~et~~:~~l;~~~~;~£e%~~'~
.here; .If nothmg IS. done Myond that, wauldthe public ever get any
bell'en.tfr'Oinitl . ,'..... .".,.".. " 'e' ".". .','

Dr.S¥AN;NON...N?,sir.
iiSena,wr M'6C'8l'l'1:AN.ThehJ\vhoserespi)rl.si;bilityisitl 'Lwillask

y6ufirst, i~ tliere .an inv~tIlIllIlt il:rvOlveq.,' an. expenditure and a risk
involved in the furtJier pr,,,,*""ll:'g of it tobring ,it to a marketable
testing and approved stage'tO'iihereit'isinarketiJ;lileand benefici~rto
h bl" 2 '. •..,., .. '

,t])~~Sk1NNON.,S\ili",fur'M~CleUan; 'tli~' ";nswfu' to lidth those~ues
;tions hi, "yoo."" There .is'an'idditiorial expehdit.lre, and there istn-
4eedaveijbr0adHsltinv.OlvW'j !:'T''''"" ......••. ,

• •... :S'ell",tor'MCWLJh;LAN;'th~v;e''n..O:iliterest on "",#li in this issue,.excel't
tofiiid6\it 'wlilit'isbeSt for the pul\liciiiiida:lso to preserve thoscpr,in
ciples of .patent, rights to those whHniitkfe'i1;aisci)very,and to give'them
an opporlUriityforde'VeU; 'menlOr' j""."': ,.: '.' ". '.• ' . '.' -:
",' N'{'YI;,;:1;a~ i~going t?1,~P?e!1, if}!1;e<1:?Y,ei'nIlIeht'#?,:"t~ the~It9int
where' It IS 'patentable, but' It'lsnoti'golnganyfaiiherw;th Iif aidand
assistance,. and that the Go:vernme,'7t~~g?i!1gA,q t",ke'the,p',t~e~tl
Who then )~g,OI!';g!t?PP~~ess't?~ th,~?'I";')H~eG,ovep1lllellt lsg?mg
to keep all'TIghtsto'I't'I''''WIiO'IS gOIng to malte·'tl\at investmentand
whpisgoip.gtota)retp.eriskl, ..... .,.'''' ...i., ':'.
·"]')r.''S,RANN6~;' S~llatOt' M:\iGll\Uan 'unless terins.'",Udoonditionsa,re
.SUflhthat' it!will peri;riit' indristry tp'Jr:iJept ;tl\erisb'vithin the' context
'Of' 'arltiCipatelf.,jjb:lfit; itNis'llot"Ij)rely't6 'bi:'i)1'g'theseadVaIices tlHlie
j>ubli'cC: ,i , I_:~": . :1,,': ;',' n r) :\>'Ci'!~r'r iii"! (I ;,:,);I')!Z "';:::l,' ,; !,: ),-,'l «( ',':".. .::;>'.'"',.::r\ ;ti

'". Sen~'t6rMcCLELd*! 'I'~m' 't~lli:ihi; 'abotit'i;h6Se cases'whei'eit'is' not
known, though you have made the di~overy;'iirid'tliiihsthepointwhen
'that disc",veijism,aa~;'Tet'fsay;Go\{el'iim'ent'ta;kestitlet6 it.' .."
;(;·:Dr.SHANNdN.;Yes sir>"'- 0,' ""!': .!,,~-,";:';"ii!!,!!Fj'3g :'~: '.-<-il! j

'., Sl\niJt6r'McC)!.ioLriN: 'Bec'ausf it ;contrib)ite<J'W miiking"the"qis.
Cd'very;' ItHelpecl'tofiiiaii'ce 'tlie rese",tcIl' tnilt 'I>rii, lit-about the'di~
covery. You make the discovery. It is. pa,tent",bYe.' 'Th"(j'0vel'n
ment takes the .patent rights, and it stopsthere;." Yettherehas·td be
linirlvootin:eht'IlIade:.uThereh",gtO'b'j furlherteStitI'g! . Thertjha:8 ,to
b~ te'viilipu:'There. h\'" td'be'experi,riienfutiOn;'Tt may ta)reag()()d
deal o:f ni0n.ey'; , It]ria;~ take'!investrile!';t. " CeMinlyit takes-talent,
It t",kfes era;inedpeople~':i:t takes eqiIipnientto doit;· . ..
:Dr:SmN~ON.Yes,sir:'j)"., ' ). ....) .:
"~ellatot MCCLl!<,:,LA""·.Nhvv,' if'tlie' (tovern!l1enhownsthepatent,

who ill 'private industrvis goiIigto imiketl\'e inv;est;m'eiIt and take the
,-,:,_,;::;:' >;:i _"f'.'-- '.' ',""":;(', iL-:"C~: ;;(':i'~"?,,!:{l', ::, ,'-".,'<'-' -,
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}'lsIEif its j1ompi'&\tp,lb§\1,n,im)1ffit;L\HHly"stHp,.in ,\\JI',\'gnjoy" .,?",·*are
all of the benefits without making any contribution: I""',p . .:....."', ' .,

;0",§H'!N,..pm·,§~A'!'t\ll:McQ~lll"hJ:tl}i'\'1< v~I¥,f·~",p~qrle.; i", ,,:,
. .:Sella,tqr.,~~a(J@HC",N" ;lV:~II, ·.,~l,at ,ls..t)J.j',Qest,) ,wh'!'t"I:>q~,cY .,IS ,mtpe
.' ·best,\n1:enjstgt,tpeA-JllW;\''!'Jlipeo:ple:a;i).\Lefj-#~: J!'\lbnR ,g}jne~a.lly",ith
.resp~,t;tolq;i 'I;h~t.'s ''flw,t·'IT·~'!'i'iM".nJlg,to J).p.t;L O')'.Y.·'V,·· i",),"i"" 'J'!''''

Dr. SHANNON. Well, 'my opnllon wq'tl<J:;b!'.tllat,]'Ir't~<J:i~)lI!cl).lSTV,ely
':~n,ten1}S-..o~i ,a,: ~i.~eps.~._~~,~ ~~/~?p.lffie,rgil;lX:~r-c~~Br~~~ i.~Y~tA::Y~Apc~~hl:~,~!:g1its
mp,<j.er.t(1)m.9Ii~tq'i ,the pr,ICI'a,n<1 ;d,stQ8""tIqt\,~t""ph,rew,oAliLt?<1~ed

!:.per:-:qJ.lt.nego,~l~ttqnsl,:qll1t.'S~~n.:it}1e:G,q'~fi:q:Iment)ag~P:?YT ol1;#l,e,~:q:t;Jre,,~:Htn;d
and .tllejndjlstriat .PEPh:,?Jl Jhe,qthlJr,. )t8,)AII~1~rt,,!{~.:tpe q.ev~lopl}}l(nt
work that could lead to rapid and effectIve marketmg ot.awessep,tial
discovery, _ _ -'"i~, i_,-/: ~:·:_'/',~;L::<·:",,_,;!::,,::,·t"u _

,Senat9r MpQI!:EJ4i1~::,J.9'),n appr,eqiat,e,,~l)at, a):>tl~e,llligllt.c9g~n,,:it,nd
mlgllt,very. ?!.~np"q\lr, '~ith,erl' c",asn't;sqW'tP5W;tW.I. pl'y?n<l. Jf,,,YPP ,~)ay,
"'I'll, ,ve. will ;Jt1St ~f¥iJl;11a!lPl't,8nbpg1,w,,\0,Y:HUf :yo'} I'~e glfmg}D
dey,elqp.lt., N","i, [[·.q.qJ):tgqc a~ong'ITJthAl\'+'icJ,' ;c.F

Dr. SHANNON. NO,Slr. :.;.":).'",, ,;',.::
i3~l1at'?': ~faQI.,F.lLL.;."'" ~c. thinkthI'VWi\'Y .,lwgg)ngtlfo, l~f; ':l:here

shouldbe, If, ,theGoy,ernm~lltp:mJ8')th~c J'lIteJl;t,;,spme )y'}'y. tliat ithe
Government can offer some incentive tq,s?m¢Podyto.goqu.tt,1)ere..')",d
take this riskanri: spel).<l ,that malll'y.0 t'trther.devel\,J3, i£;ap.<lpr9CeSs
itto the point \y1,lereit,pecom~iml'rJwtaple.l1l1dpenefic'alt0tl}epu.b1ic.

Dr. SHANN9,.."lag!'l'e ,o;rnpl,et~~~;;, iiC',;;'> ; '''. ..i '.....• ,c. .
Senator MaCLELLAN. There must be.~pmecm8~ntP'l'fo",tI1l1t..,....
l?r..,$HANNo~·'X_e~,·sir. -,.", ,'C',: ':"":'c" ,',,":,' ',:,; :,:',: ~<_:': ,_:,r',:,-' ,.:,',<
S~nator McCLELLA;N.1JIIIl'ss theGove!,nmentis.gaingtota¥ over

thewholething..;·, ..c .. ""''''''1,.:;.' ci.i·' , .."
.Dr..SHANNON·)\Tihii\hit.callnot.. ',' c.;;.."..')'c ' ,'., .. r-: j)c
Se1}atgrMpCLEEL..y;i:.Anq. Y9uare nqf:eqtiipped tadq tlja't; ,.
Dr. SHANNON. No, sir. '.' ·:i·';"·', ." ,.", .. ".,
SenatqriMpCLIOI.,LA¥. Youare 119t;ell.ll\ppeq.to do. it•..).'henthere

ought.to, :pl'anqther",8sj;raint",l,eA tMG9y~rnl}}~J.1thas permit.ted, or
when ",1' l)'lv,e ,pePTptted tl)a't q.epelgp;rnellt,w,e sh0jlld nOt per;rnltthat
interest to exploit It to the extent of profiteermg off Of it, so to,spea!f'
at the .ex:penseofth'l.p.ub~~claJld,tl,a,tits)J.qul<j.)J~madeavaifable on

,som.e Pa,SfS for,som,e.cqm1!ej;Jj;l,'111'.': he: :.<·c"·" ,,,' ',F • . .. ' F ,., "c
Now, there. may pl'.gW,eJl all,e"qluslye"'llghtdoJ; '-' periodof tl;rn~

to develop it and get it marketed and so fortp.But thenth}jre onght
.tobe..sorneway, sgm'lprpyision, it s~em~t? ijle,qj'lic~nsillg.the; use
of it, licensing .tpep'r~,tipe,undl'r t1,la,t.p~tepttg>gthers who might
becompetitors.. ·.; .. ",c, ..' ..

Dr. S~A:N:~oN::";I 'agre.e,:'sir.,-" :::~'; iT: ;,:'" ';e, ;'l: ;: ",<,; '::' ,.\:: ,,,, t.:
SenatorMaCLEl"rLA;N.Now, howto ,ij.efj.n~?hO\yto.dey~lgpl1~tl'tute

ofsuch.regulations andsuell,PfPpe.q.1jr,es; ~s \v\)I prqteet tl)eGqYeJ;p.
mentand. as win iJasuwthose.'j\'ho.ta,ke.,tl)e r~sJ.;: .and makl'theiriY,e~t.
mentIn processirig;.alld.<!e;yel'?1!\ng, iMq i; a:rriarketablestate,lfR", to
insure them some protection that,mmedJat~ly after tl}I'Y have..done

.that their competitor j)1stca,Il't.'j\'!'IIs in'l',ld reap all the J::>j,uenjos of
.their'inve~tm;en;~i~Ii(;I,the~:rr;ri1?~';iitjs:~; 'c~.ry'od,ifficultare.a, ,a:q1,H1~~- .is
the area in which I am concerned about how to find an equitable
solution.
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, .:Dr; SHANNO:'''''Well, Senator. McClellan, ,:,eT. i.am. a technician
ratherthan: u.parent-Iawyercbut, if I .can.define my position this, way,
there is a very substantaatriskin .the .developraent ofa new drug,
-: .Senator Md(DLJiiLBAN/By .thatyoumeau-the fellowwho takes that
risk from the time, of -patent on ,to .developmentmuy, spend his money
and come out andflndoutit isIlOgodd!, " ',"j"", .;,. .' .

''', Ill'. SHANNON. ;Wec,.n:put a dollar figure onit.rsir. It costs between
$200,000 and $400,000 from the initial discovery of an activity to the
point where knowledge has been-brought to a degree ofacceptability
by the Food and Drug Administration. :' '

Senator MCCLELLAN. $200,000h, " ,
Dr. SHANNON. $200,000to $400,000, . ,
Senator MCCLELLAN. $200,000to$400,000!

'. Dr.BHANN'ON.Yes,sir:,:', ", , '
Senator, MCCLELLAN..,[ihathasbe"n.yow.elliperiehce 1,:
Dr.rSHANNON. :Thisisour .crude.calculation; yes.. sir]
Sen»tor'McCLELLAN'. Sir,!", ',!, , '.
Dr, SHAl;'NOl;',,', Yes,sir,thisis onr crudecalculation. '" ' .' .,', ,
Senator MCCLELLAN'.' Wen, 'now, isth"retl",,lil<elihoodthat'chem-,

ical companies and drug companies and so;fpIt!l would just .pick
up a patent 'and,;gospend,that much money OIL it,take that. risk,
if when they perfected it, so to speak, and got it m.;lrketal)le,thattheir
competitor could-just s~ep:in."nd,com.pete",iththem! .', V",

Dr. SHANNON. Senator McClellan, were I,in,in<1ustryI wouldnot
takethatrisk." ,/"',' /. ,YJ':'

Senator McCLELLAN. Let me you this then.FrOlnyou~·,experi-,
ence or observation, what percent of them tUNJl !?nt tobe.useful.and
4,,1'elo1" into a marketableproduct.of l)"nefit!! ; ',' "". r""",
,,:Dr.,.8HANl;'!lN, '!can't ,giv') Yau a',Percentagc"S,enator)'l1;cQlellan,
l)ntIwaujd,SIlYI ea;n,giv(",go1j.anorcler:i>f,m"gtlitudefWln the. stand'
poinH>f:the, initial discoyery,of',activityt!l3cJnarketable,product. It
is substantially less than lout of 10.

,Senator, Jy:qQLELLA,l;',.,One out'af!10,!
Dr.SHANNON. Yes,sir. _ f'i ,i:"C'i;.?r;.-J',',''" ':< :'-:::~
Senator MCCLELLAN. In other words, out ,oh10"l)~comes:useful

and benefioial.nnd,profitable .fr.Ol1}, ~,cOJil!lmer.cia1r,mark"ting ,stand·
point! . ..

Dr. SHANNON. I would say substantially less,th,~Il;iout aPO.
Senator. ,¥qC)LELLA,N. ,lt~ss,th»1110utof :W!,
Dr. SHANNON~- "¥~s,sir.:, -,,\i<;',." ;:"_'" ,!'j '!)rr:-d: 5';:;~ ,L,':,\:,:/"

Senator ~JiC\3PWLAl'f'" Wliath",pp.ens toJlw o~h,einin~J,. .... .'.
L>r.,SHA,NNoN,'W'ell"theoth~rs:dropalong tlf~way,alld wy,Jig1j.re

of the $200,000to $400,000isth"pr.ic~:t",gtll",twRuldprovi4p.for,full
development of the'one that 'wj1S, su"c€\Ssful../It does not cover the
costsof thosethat.are droP1""dalong,thpw",Y,.":,,,: ',.,,:, ,,'

Senator,l\1'cQLELLA:Nj.,l; :jIIldersiand"b.ut they,are"dropped. hecause
upon further,exawination .the ind)jstry,S;lYs, well; ,it is not worth the
risk., "" " ". ',/ ,,' "

Dr.SHAN'NoN:,Xhey have less activity,.thanothe,r azents that are
~lready.»vailab,le"orth~y .have more .toxicityarid they d'o not warrant
full development. .
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. i' .Senator MoCLELLIN.•iL'liltt! is!w'hatthe ,inventorror;the industry eon
eeivesafter ifrirth;er.!exrummationUiat they, 'a,e not, worth: the!risk! i

·".Dire SHANNON.iThisliswillhtlie developmenk'.';;! {l')'!! , i/l'''!
,\"Senator McClIJE11iiA'N:'ButJON! ithos~iWliere'they'tllike. thei risk, where
they"actuallyundertake-,therd,,,velopment,\how,qu'any, ,,,'Ii themifail !!i' i··

Dr., SHANNON. Senator McCI\lllan, that! is!verY"difficultrto'say,:be'
eauseiitdepends upon 'tke'point'iin!ilhe'deve!(>pmentil .process.thatyou
take'oitfrom; !,','m,..,'! ,i,:r ',d ,Ie,';: ""!!,!i" ',,,, !,!!!!ii,'
., :S~natorMoCLEr,mc,f, Do' sofn.e'0f'theill" fail!,.!,!, ,'·r,.

Dr. SHANNON. Oh, yes. . ',"!'!,:""!'''!'!')!.'!',!,','I: .i"",. i

Senator MOCLELLAN. Where th~ydo' take ithei$200;OOO 'to $400\000
investment, some of them_f~i1~_ .i,}:)i!~,' ;;",: >: OJ (ifA,l,i:~ i".:'" ,/ '-i 1

Dr. SHANNON, A substdnti.trr"1inber;'yes\sir.·, ts.
Senator MOCLELLAN. A substantial num!beriof·'£henYfail. .So.then

we come to this pointi·IW11'ereithe'Gov'ill'tlilientrMkes' an/investment
in joint operittion!with"pri~ate'icontributors,iwitha university; and
the patent discovery is~ade which is .pateht",ble."Therr'fl'Ollrthere
on eTen where joheYl,l!hdertalie:to developitintoa:m",rk~tablebene
£\cial produqt,'asubstil;titibJinumoorofthemifaiL.d,/ .
':'!3r.SHANNON; 'Yes>,sir;:""'i .' ,"'" , ,
S~p.~tor MoC~NN.",OneoutoflOor less th"fl'outOf 10)

'Dr.SHANNoN,Y~,~ir:.·L··. '.' ..... .: ..•.........
, Senator MOCLELrJ"",.. 'Sothero,is'a·coritin]ling'riskhivolved.. ,
·"Dr:SHANNON.'Yes,siri rl!. J'il. "')'r;,,,,": " ,..
. Senator MOCLELLAN. Now, would you recommend that-the Govern}

merit take that risk! ,',': .' i "''''',.. "'''' . " ' •. '. ,0

Dr: SHANNON. NO', sir: .,' .' .r. .... " ., . '.' .
S~nat()l."MOCL"r,LAN: ..And that the 'Governwent1pldertakei10.6: dIYjt!:
Dr.SHANNON. Well,to be 'very frank, sir,>yereth!, GovrernrnentLto

do it, it would havet() develop in a' verysUbstithtial fll$hioh 'precisely'
the same type .ofdeveloprneht'",lpl'!'~(thatis'already;'i~, existenqe 'in
industry. '. .. ,;I"",)! ","" ;!,'i' ':" "''''''.''

Senator McCLELLAN. Wouldnbt'\ the'Gov~J;'llrneI!thave'togO'qut
an<i?ontradwit~S<{rne plapt! ' .. '. .'<" { . <. .': •

'Dr.S~ANNON!'Yes,sir; •. L, .. '.":, ' ...., ,.'" .,
Senator MoCtELI.AN.Witlisorneprivitte'indnstry'to try 'todevelop

it! , , ' ' ,. "'" . . '"
Dr. SHANNON: 'Yes: sir::', .,. :., '.' .. '!!', rr
Senator MOCLELLA;. I\i.in justtryirig to firidthei<wiiityihth~t~irig

and how to appr()~chthi~ thiI,lgt".g~t.~q]lity()';ltofit: .'.1, "; :.n , ,
Dr.S~ANNON.Coll!dI dr,aw aparallel;Senawr:McClBllanl ..

. "SenatorMOCLFJLLA~.,y;es; "Wehavetaken!ldn~er than ~?iuinU:te's.
lam the orieviola:joili\\, the r'ul~here,rnYself. if .', '..' •.'. ,.•
' ..Dr'. SirANNON:'At the 'j).rese~t!tim~inres~atchitnd,dev~fo~rn~rit,
the J'harrnac~uticalm.d:''jfryeXp,ends)l."?~g;h'!Yhi :tb'~'~r,d?l." of' rnagI).ic
tu~e0f$300:-~400iml1hor1' a year..rtls~stl~ated that 0';ll."total ex
penditure for medical reeBarch iri .this 'Nation'is' 'aooiit'$1.9 billionas0t today, as a rate. .And the $300-$400. million is ~964 figures.

(JJlrren~ figme~:,wo';lfdo~aJiprd~~a~ely $4?,oi:"~~?,o 'J,llillion.§o,
roughly, mdustrycontrrbutesapproxlmatE\ly 25 percerytofall'research
and development Wthe biomedical field. . . ,ii""":"",,, ! "

Now, in the development of weaponry, where the sole customer,
if you will, is the Government, or in the space program where the
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Government is the sole custornervyou ao'not:hitve'd~velope<J.;aivigorbus
private industry that-can 'thrive,iir the'llibs~nce" of.'F&rerabhelp., 'In
other words, in our DOD activities and N:AJ8M,'we plliy:tlie:'Wtal::dost
of aU deyelO:pmentsl::'\i'i'1":'::/'/';:; '!';ii'n;!'!." n'r .:-;:/..,i.T:.r,j'-):.,.1/::, ,':::1',<':;

Now, this has never been the case in the chemical indu~ -or the
pharmaceutical industry, and in a society; ithllit'is ,bllisediupon:'the
profit motive traditionally!: it :has iheen:rpossi\>le itO:deVMOp:'a;'very
vigorous enterprise within. theI,rivllite':sector:rtMt'%\ssho"'!n':great
capabilityco£'r>roducing:goOcfrthiings:in :tlJ'e!fhell;l~kfield;::f: 'f '.'

:,:: !Now, I do not hold :that 'WIthtJ:je'Federa;J.;entrance into-biomedical
research 'such,as.has taken :place'.:in 'thellast:2l' YMrS'in' avery :large
way; that "lladvances,th"t a;re maderthroughthe use'of.Federal funds
should be turned over to this industrixh;nterprisersimplyhecause'it
has.the capability:'ofrdeveioping':thein': ;", :. ,,,.,': /'; ~,/:,: ,
, i.Onrths. other, hand.iI': do-believe thatterms and'condltlonsfor:the
c?vering-or,tlie rprotectioni o,f:r>atentabkentities' should: be' suchas to
permit' normalintllrplay between:those: forces of. science that: 'exist
within.the'Government and those which exist withinrtheuniversity
and those which-exist within industry; because in thefinal :analy~is,
our purpose here is to use. all elements ofsooiety' in tl1~fmost rapid
conquesrofdiseasethat' is possible. ,,' ' " :. '

So that the te~ and conditions that relate,theexj)enditure' of
Federal dollars in relation to 'an industrial .operation-Isuch as-this
should always have this as one of it major-objectives. ''HOW can we
most: rapidlydevelop a'.compound. into :aniarketable.drng, and yet
at the same time I?rotect th:e Go;vern~ent'sequit;Y,"~n thi~!rAndthe
Government's equity here IS pTImarl1y,the'makingavailable:of. the
medicinal in the broadest possible:way! 'in:ihe 'shortest possible:time,
and:' at-the: lowest, possible: price. This: is,th",'primary'Government
equity here, in that we stand to protect the. purchaser of the dnlg-;:

Senator MCCLELLAN. But, Doctor, here) is :brr~.'oi: the' objectives.
The :Government makes, the .:investm~nkIt :helps'to, develop' the
process that becomes patentable. . ,
, Dr., S~NON. Yes, sir. .,. "": , .. . ' .
'SenatorMcCLELLAN.And It IS patented" :.The'Government; that IS
taxpayers' money that goes into it. ' ,

Dr. SHANNON. Yes, sir.
Senator MCCLELLAN. Now, you have discovered the thing; but yet

there is private investment iirit;'too:' , . "
','"Dr:,SHANNON.Yes,:sir" i "
, Senator MCCLELLAN. Well,. now;:if"the;privaw:,iriVestorrisper'

mitred to take the discovery andexploit:,it':into:anenormous' 'profit,
even though the public ultimately :gets 'the'ihenefit.,of ,'th,,,, healing
qualities,or: the medical q11"lities:dithe'drug; is-not .,that .particrilar
investor; that .partieular contributor totheflrese"rch"atid'sb'dorth
thanhelped 'develop it fr"m the:privat,,':enterprise 'sector, dil'l", not
greatly 'oonefited"""t'of 'tax:payers':fThrrds oy'reasorr'of :the' ;£act 'that.
the' taxP'ayers; contributed to ,the !orig-inaI 'development:!:' ';: i
kIDr:SriANNoN; Yesisir; I:did not sugges£thlit;this discovery be
g-iven:l;oa priva;te,iir!U for the' £1111 uncontrolleq'ex:pIoitation. ,~; ,.'
: :Senator; Mcer,ELnAN. ' But you would recommerrd'such arrarrange"

ni'e'rit Jns'" 'Iicense'or-something-that would-present' 'to him aj>rope,r
incentive! . ';' '\ ..... '. _. -'f'·-"'"' ,c.'··" ," ,
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Dr,SHAN><pN.Y[es, sir;'thisI would..·
.S~natQfjMcQLELLAN",To rnake the investment!

, .Dr. SIiANN01'l' Yes,.'l1ir.. /. ' . ' " "
Senator MCCLELLAN. To further development-andrto get it on

the marketl .. , " .
Dr" SHAN1'ION. Yesv,sir..
Senator¥09LEi:J:.AKI am trying to find a middle gro.mnd somee,

where that IS right between.everybody. . '.. .., . .....
One oth~r. quest.ionand Lam throughcthe question of whethef

you ar~permittedto.,testifyrreely, .Are you down h~re carrying
out-some administration's theni8'?rdepa'rtment's theme-.or are you
down here talking, to its from.yourown.knowledgs and exercising your
ownfreejudgment"andsoforth:! ,.,'. ' " .

Dr. SHANNoN. Senator McClellan,when I· cannotunswer a ques
tiouftankly .and honestly, Twill leave my position inGovernment.

S(illatorMcCLIDIiLAN;:'i:Vell, thecharge is made that you folks in
Government now are under the command or the-direction. of the ad,
1!l:in~stt~ation,,~'md;Yo?have, got· to car~y ;out. a-singsong ,theJ;1e- down
here andtest,fy: Isthat-in any way trueIII connection with you]

DT. SHAN·NON.'N"o,sir. . .
Senator MCCLELLAN. You have spoken freely your own judgments!

·,Dr.',SHAN'NoN,Y~s".,sir:L<' ,:
.Senator,MCCLEIiliAN. And-your own thoughts!

,·Dr:SHANNON:Yes(sir:,.," .'" '. ...
Senator MbCLlDLLAN: ..Without· any attempt at. being restrained or

Ulider any inhibition.notto.'talk::freely !
D' ,DrnSItANNON. :'Fliis,iscotrect;'sir:'

Senator..McCLEllLAfN:' []]hahk:you.:
.. Senator!i8cO'rI\ Cf ¥qu:.are:; inndel' no ..obligation.toward a-' .conserisus

then!,r .. .
Ik SHANNCON'; .Pardon] ",

dSen,ator$co<l'T."Yoo are under no.obligation.toward.consensus l
Dr. SHANNON. Toward consensus! r
Senator SCaTI'. Consensus, a falTIOUS word,
Senator·McOLELDAN:"ThBreris one in.the' administratlon'who-hasn't

heard of it.
Semt?" S~oT'r•. I am glad.

'..That IS all. ," .")':',10''''

Senator McCLELLAN. Senator Burdick!
Senator BURDICK. Mr. Chairman, I didn'theadhe doctor's opening

statement-but I willread is,carefully.··. .
,·,Sen"tor,!\£cCLELLAN'.·,SanatotFOlig!

Senator.Foxc.:Yes,. Mr:Chairman'.
Dr. Shannon, this question has been :varyco~f1isingtirme.vand the

matterrhas-been-brought-up on the floor of the-Senate, just from the
standpoint-of the Governmenttaking tha patents, .Now, judgingfrom
your testimony, you reveal some phases of this subject which are very
interesting tome" ,Weha"e twoproblems here, asLsee it. One, when
is the patent completed, up to the time the patent is completed and
then from the time the patent is completed to'the time that the drugIs
placed upon the market! As I understand it, the HEW says that if
we do have funds in the research, and a patent IS completed, the HEW,
the Government, takes the patent. Is that correct!
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Dr. SHANNON: This is generally correct, sir. " ' ,,:
Senator FONG:But the problem is not as:easy as-that, is it, because

here we have the commingling of .funds as you ha"e noted.insomeof
these cases where private ,industry and the ,GovernIMntcommin!l"le
their funds, and then something is discove~ed and 'that is patentable.

Dr. SHANNON., Yes, sir. ,,' ,', .i:':': '

Senator ,FONGiNow, at that stage who 'takes 'the patent? :Who
should take the patent!. "',

Dr. SHANNON. If the invention is made by a PHS investigator at all
institution having 1 of om 18 institutional :agreements,titleis left
to the institution for its disposition. But this occurs in only a small
number of-cases, .

Senator FONG:Before we get to that, let's get to the point where we
have discovered-,sol1lething;:'-' ':,' :

Dr: BHANNON., Yes, sir. '
Senator FONG. The thing is patentable." Who gets the:pateht!
Dr. SHANNON. Generally speaking, if NIHfun~shavesupported

the activity, the discovery is reported to the Surgeon General, and if he
considers this a significant advance at his discretion he may-'--'

Senator FONG. Take it over! ' >,,:
Dr. SHANNON. He may insist on assigumentofthat patent to' the

Government. , '
Senator FONG. Now, in your opinion, is that equitable!
Dr. SHANNON. It frequently IS not, sir. < '
Senator FONG. Shouldn't there,be,aplane,ofequity here!"
Dr. SHANNON,. Beoause.as I pointedout, .you may, haveequalsup

port of the scientist, from the American Cancer'Society, and from-the
National Institutes of, Health you have identical patent policies; ~ac;h
saymg that :you,must asSIgn the patent to us, .:And I think that-this
puts the scientist in a position where he cannot dischargehis'obligation,

Senator FONG.'You say that the balancing of, equities here would
be preferable!:' "

Dr. SHANNON. I think there should be someway,of balancingequity
here, a joint decision.

"SenatorFOIifG./Yes. ", ,', "
Dr: SHANNO:>;,.As to how the patent, shall beexploited!
Senator FONG.Roughly speaking, if the Government puts in 75

percentandprivate industry, puts in 25 percent,' there should be, a
balancing 'of, say, three-quarters .to one-quarter; TOllghlyspeaking!'

Dr. SlIANNO:>;,.:,There'shouldbe some way, of arriving atn..realistic
assessment-of equity r.yes,-sir. - ,,' .'

Senator FONG. In the discussion on the floor of the Senate as to who
owns the patent-;+"--

Dr.:SHANNON.'; ,Yes, sir; ,:',', ';'<'-:,: ,

Senator FO:>;'G. This is the problem which confronts the Senate.. But
now we go beyond that. Once we have thepatellt, then to exploit
the patent you say that it requires ITom$200,000to $400,000 to really
put.a product on the market] .

Dr.SHMmO:>;,. 'Yes, SIr.
.Senator FONG. :And less than lout of,IO,do succeed.
Dr. SHANNON. Yes,sir. '\
Senator FONG. Is that correct!
Dr. SHANNON. Yes, sir.
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Senator FONG. So, therefore,ifyougaYeeYerything,to;one company
ll,Qtually to ,put;ll, fpll,tentll,hle,drugonthe 'market, it, would cost about. $2
to$4milliofl$';;'Jj .,;"(",, "i"""';: "";;CC,')

,,'))r.,S.JiIANNOJ:<;; iNo"sir.. fLet me retrace these figures"";,,,
",SenatQr])QN(h"}Y:es.,, J"y"".,,("'·;;H ''''" ,

Dr. SHANNON. I said that from the t.imeof .the development Of a
patentable entity,'that,if one used what, success.one-camhnvetheee.rone
will have success in less than lout of 10 cases; ,Thll,t wasonestate-
men,t":·: .... '.q '" r"i{
·,,;r ';'oul!rf,saYithll,t,that rone: successful case that' onlid~velops·froni
the time Of discovery-to 'marketing, this will cost ,$200,000 to $400;000.
The others may drop along the way and cost substantially less.'

.SenatorF()N(l;;;,So.itmaycost,probably $500,000to $lmillion? '
Dr. SHANNON. I would think that is reasorIableiyeS,.sir;;i" , ..,'
Senator FONG. Now, here we have another rproblem.how. to exploit

it. If.theGovernment, hangs .onto it andsays.it.blJlongsto;everyone,
nobody.will,get' anything ; is thatcorrectj '
..., Dr;SHA'NNoN' /Dhis,is correct, Senator; ,";i;"

Senator FONG.: Usually we' find ·that if, everybody owns. the thing
nobody takes care of it.
, •mr,' SaANNON:JYes,,'iin". i i;;'

Senator FONG. You have 'got to give itf.o one person andigive
him--' "

Dr. SHANNON. Some ineentive.i.':
Senator FONG;; Some-incentivefordoing it.

• t :..D.r[.SHAN:NON: .. Yes;\sir.,:;Iirl _"
Benator·J!'O:N'.G;.'Aii'dnow the-question is, how niany'yea,'sdo;we

givehim.:?!,;;:,·,~:?j!\(T·':':,':,,; _ _ _ idi;;·;\! :.,"<'.
" Dr.BHANNoNi On/this; sir; I am not in a position 'toimll,kea· specific
recomniendationc':;(-;;:!·D! ::: . ';':;
:. ,: Senat?r FONGrtSuiyou justcan't. attack the problem jiist-frolllthe
standpoint of who owns the patent? '
,.Dr;SHANNoN: :,No,'sir.; , '

Senator FONG. You have to go beyond that!
Dr. SHANNON. And I do,:,'tthink you can sayanygivenperiodof

vears will satisfy .all: n~eds',hecauseincertairi cases there may be ,an
extraordinarily e;xpensive development that willtake ane±traordinary
period 'of timerand. T think that any 'rules or regulations that emerlte
frolll.]egislatiori,.Senator Long;Arom this' comrnittee.rshould provide
for some .degree .of oxeoutiva.diseretion, arid I think that the basic
legislation should deal with principles of action ratherthandetails of
action, ,n ' ,

Senator FONG. Yes. I want to thank you very much for your fine
testimony.. I have been educated thismorning. I have been the only
Republican voting 'against the industry, and I w"nt to understand the
problem very thoroughly. Thank you very much, ' '

Dr. SHANNoN.iThankyou,sk '
Senator MCCLELLAN. I just want to make this observation;' 'I don't

believe it is possible to write. a statute that can doeqnityin all cases
except that a discretiomarnajor discretion be left to' those who ad-
minister it. '

Dr. SHANNON. I would agree, sir.
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",Sehlitor"Md0Lii:bLAN' <L.don'LbelieY,e: you: can <wrjtea statutethat
carr.foresee: and 'contemplate eYery/circumstance/attending. a. p",telit
and.ithedsvelopment of .ik I: thinbthere"musLbesome;where some
discretionleft.': ,As, ypu'i;aid•.in:some: ihstancesmaybe :yougiye. them
5,years; in.another-Byears, 'in 'another somethirrg-else.t.T. don't.know
adl.ofthe factors that will-have to'bertaken' into account, and I wouldn't
attemptto say;,butI don't.believewecan.wrdte a.statute.so-rigid.that
it .would .apply to, e~erything, and. do 'justice and-equity.
,,', Senator'FOliih",I,agreewith'you there,..Mr,Chairman,

Bem,torMcGtEi1LAN;':1'hankyou:':"" ,")i,'" i' '

"',Senator:BnRDIOK' ,Mr.Chai~man,in,,'ViejY, of thec6~locjuyyou had
with my colleague-you say thatwhen everyone has the right to a patent
thatnoone.willdo: anything.vYoulcj,yoli'elabOrate: on that.!, i'"

Dr.SHA'NNON.',Well, •first I, will-start ,by qualifying-my comment
to .Senatoc Fong, :. , "" ': ,j':, "i

.There are [certain, things ,that, .huve-sueh .an e>::traordinary lltUity
in the'field of medicine ,thatralthortgh eY<irybody ,has;acc"s;;, to it, eY,,~y
pharmaceutical house,;willattemptto,do,work'on,it, and Irwil! mention
some examples ofithese.«: They, are ,prinia!'i!y"in"theaIitibiotic field.
Iri the.caserofipeaicillin, 'streptomycin"and"chlorletracycJine" these
were wholly new advances where the primary profit to an ,iIidiyidual
corporate body -was to ibedei'iYed,fro111,the.ell:tenktowhich he could
refine hisprocesses.andmake thematerial.more 'quickli\" than his com- .
petitor, But wherethe broad use had alreadybeenestablished.by the
initial , observations, we .havc-an -example of "whers.everybody. had
access to the discovery and the licensure, and all of the major pharma,
ceutical concerns plltY~rysHQstahtial .dollars into its development.
IIi, this case the bulk-ofthosedollans.went .intorprocess research, and
Lknowthis"yery' wellbecause I was .in-industry, at the time. ,At
that time E. R. Squibh&;Son'-..-Iwas director of the Squibb Institute
for Medical. Research-a-was the largest [producer: of. penicillin in the
country. 'I'hey were Iargeand had.anadequate profit margin because
they have very ,excellent process """search',But, .at. the same,timei
there-were-a number of,other pharmaceutical' houses in .it that. made
this.highlycompetitive.: , ".!! '! .... ,!, '!' '

.Now, on the other' hand, .take ,a':dl',ugthat hasll10re limited use
at the time-it is discoYered",Perhaj:is .such a discovery might, be
made.asa result of aseries.oforganic synth"Si8' in a universitylabora-.
tory, and this is a drug which is shown to have thecapability.of
lowering blood, pressure.i Well,ther" already 'are. dn existence today
a large number of blood pressure .lowering ~gents., Noon" .of these
are perfect, but they are good enough to have reduced the mortality
rate as a result ,oLhigh'bloodpressu.re .roughly 50 percent in the
past 5 or 6 years. .,.' ',! ' , ,:

On the other hand, many or most of them havefairly serious side
effects~ Some .affectivision, others' affect distribution of blood in
the body, causin~ an unstable circulati?n,and none . really gotsat
the heart of the Issue fromthestandpoint of correcting the funda
mental cause of hypertension and truly-restores-the individual to
normal .i.i" ". "e"''':' i""""i"".·' ,

Now; from the timeth~tthiSd;l)gfirstem~rgeskthelaboratory
as a drug that will lower blood pressure to the time that it can
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stand up in competition and, really be compared.effectivelywiththo
drugs that 'are already on. the 'market;. this is. a period probably-of
Some 3 years'developmentrAnd at the initial stage of development
one cannot. tell whether indeed it will effectively compete with. drugs
that are already available, .In the case ofa.drug ofthat sort, for tire
director of resea~chorthe director of development of a.givenpharma
ceutical house to take the gamble' and to undertake' the development
~rocess andrundertake the clinic.al,testing and its ~llt~rpate ,esta?
Iishment as a supenor therapeutIC' agent,an.expendrture·which m
this case would be closer to $400;000 than $200,000; he rpust be able
to show, to his board of directors that there.is some return in sight,

Now, if this happened to be a relatively simple chemical agent
that can be synthesrzed by anyone of anumber-of pharmaceutical
houses, once the use has been demonstrated to be effective, and this
be,co.mes known quite generally durirg the initial stages ofabroad
clinicalt.exploration, any: -_pharma0~:ltlC'al;:.house ''Can ';lnareh,_ In,
synthesize the drug and market it incorppetition with the 'marr who
has~xpended the $400;000 Or$500;000 W develop it. , .

So that unless you can give -this man some equity·, the. chances 'of
hinlplaclrlghis'resourcesatthe disposal of this development . are
very small. '.' . " . . ."

Senator BURI(IGK. What you 'aresaying,Ahen, Doctor, is that in
this field ,of drugs 'the Apierican competitive system doesn't work.

Dr.SHANNoN.·Pardon? '. .
Senator BuRDICK. The American competitive system doesn't work

aswell."
Dr.SHANNON. No.sir; Tam not saying that at all.
Senator BURDICK.:'V~ll, I mean if discovery X :isopen toanybody

who wants to eXjYlortrt,yonsay rtwon't'beexpl?rtedunless.one
manufactureror one processor hasasjYechl/li'ight? ,....

Dr. ~HANNoN.Sir; I would saythit the heart of th~ American
system is thepatentsyste}TI0HheUnited States, and when you
administer thepatentsystemsothattheinnovato~,or the man who
puts capital at risk can have noassurance 'ofbenefit accruing e,specially
to him, you change the financi\,l structure of this industry; SO :that
I ,do not say that the competitiye system doesn't work,butI;say
that thecompetitive.systeIl)h,as.~soneofthe importantelerrients
ofit. .the concept of: the possib'ility of ,profit as the result oLthe
takino- of risk. .•...... : •y.r .. .'. .... ': .... .'" .

SerfatorBURDIcK,'\Vb,at you are saying is that if this discovery' is
oWlledbytheGoverl1ment5t is!"vailable..to. all?

Dr. SHANNON, ,Yes: '. J:,,~';:_-- __ '_'

Senator BuaritcK,iltwOll'tbe developed 'aswellisif some 'one

de,Yel.oper h.ad.a.',s.p.ec.i;>I,in,tel'.~s.t.in it ?
Dr. SHANNON. TIns IScorrect,Senator. .' . . .

.'Senator ·BtrR])IoicThim thit •. does 'rule .ouf.the '. competitive factor;
doesn't it ~ . iii ,I.·".·,

Dr.S~,A~N<b~ .:<Idon~tbe1iey:e'S6,!,si;r;',rib.r' ",;1

Senator BURDICK/.That'is \11L . .
SenatorMsCLELLAN. Very ",ell,t11ank you yery mUCh:
·DI'. SHANNON'. Thankyou ve;rymuch,Setrator;J. ','

, i)· o.t ' ", ~ "J '
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"SenatorCI\'[QCLELLAN' ,l.luvenothing, to,coneea1.,Let's ,get it all
9uftip- .the .open. andsee if :;';ye .can't findthe.correct .answer. '
';"Prdeeed.·,·,;,·,;,', .'.; . ; .. '), ·,i, , . ", " ;.
;;il)r;:~foY:EIt.;Beingiorientedboth bytraining ,and'experience in th.e
field ,oLeLinicaLpharmacology,which,emhraee$. the study ,of new
drugs, I should like to make a.numberof points-as .to.how theproposed
changes in Government .patent: procedures-might, alter.these-.activities
in medicalschools such as the Hahhemsnn ;;Thfediol!lCollege.. ,.
,,[iIrshould; Iike ,to,pointouta,t this .point.fhat, .in .my presentation I
don't mean-to rgekiutothe1egll;I:,teclwica)itie$, of .this consideration
whatsoever hut merely to;presentmy:po;,n,t'J of view "''J;'W academician
which.I, believe .gets meout-of.the :patenit'proble)u,)n, so-far, as my own
personal .interests.nre.ooneemed, __ ,.,._,J i'if. _ ".:::,._, _~ ,,-,,, ~:: .. ,

e,:]J'irstLsnonldJike:to;emphasi~e,that ,the,study .ofnew'drugs.in. man
is referred to as the, scienceoftclinical: :pharmacOlogy, can 'emerging.
scientific field of ever- increasing:-,irbpQrtance;),,/This,-involves. thead
ministration of chemicals, i.e., new drugs for the first time to patients
whithcre:qu!tescbllsiderabl,,'kllowled'ge"and e:Xperienceori' the·pa;tt. of
tJl~"!Rl1:x~i2~~;J,?j<i'YJ1P1Ao\(S\tl,i~<jQi;]1eee~~~tysHe)'tclinieal,studiesare
usually done in academic instit~~~,W1S):c:y?-~,t,,-:it;~~<tl1~:ad:l11i~1is,_~~p,tioll_9f
drugs to patients for the first tillie, where multiple skills are available
in the vaTIOUS subspecialties of medicine a.l1:.~:wJ1ich~reoneeded,to,'assure

lJlf,\~~lnl}I):l ,s'}fety.to.the,pa,tient,'I'hen' fl1'n~, ~re'used.forthe-first .time
in Inal1. " , '-'iIf'; ,-j"\:i{ r;:-,;,'~(:,,:,,::; .:;; ';";

I might .indi"i\j:.ei,tha~, fpne:<a";'Ble,ill,,()ur q,epantment;.,)'Ye haye
subspecialties of endocrinology, ,,,llIll,,al.ph,arma,co;!ogyi Vascular ,dIS

e,\s~s,'candiol()gy"andthe like.'l'here. are some .14.subspecialtiesrep
resentedby ,sep;>rate.sl1bsecti()ITsofour,departmenj;pf medicine.. <' ,.,
.' -This -collaborative effort. inresearch on.new ;dnJig$includes. investi
gators.wh» are proficientin, basicbiochemicat information,as well .as
the clinical subspecialties.. .that, is, .those rwho ,have a.comprehensive
Iino",ledge ,ofclinicaj,medicine•., This resource of'trained .psrsonnel
is anabsolutereqnirement, for therdevelqpmentof, new,dwgs,$ince
availabifity' ofbiochemieal agentson the shelves ofthe pharmaceutical
G()IllPW,ies i.s;ya~l1less .. unless. theuse ;l'orSl),ch,itgents .can he found for
the treatment of .specifichuman -illnesses, ,point!ng"out the.facthere,
gf equrse,;thaj;,biosynthesisis an initialphaseof.the: development, of
""netiC'dnug.butcertainiy is a.long shot making ,the drug .available.for'
U~f},;\ll'l,:;P::ltW:I1t~.: ,>-,i,':"'/ "",,,;:P.') ;: :

SenatOr MCCLELLAN. 'What.isthat,1'".i";", 'iii!;;j "'.';"
Dr. MOYER. The ayaila;bility of ,GhemicM,a;gent,s ,is;l'arfromtheuse

of such agents ill patielltsfor,the'treatlllent"ofi ,jlillesses.
Senator MCCLELLAN. I follow you. ' .ei-: ", /,;;.".';' 1

,[PI'.,¥f\YER,;J;!y!"';'nk ,th~t, it i$,impo;rt;aut,t() emphasize these, .points
because of the great advances'in the development of new.drugs.over
t!)c,!pa,~klp,y!,f»l'S""hiGh1r!1ve,th.ro~!:, strain Oil; thefotcij,ities,! person
nel, and equipment of academic institutions, ,Alj;hO)lgh the Federal
G()ye:r;nm,,!\trh!1$ ~e.ell fit .to supportsome of 'these actiyjties,. it!lias!bY
no means$pppgrj:.e(!.!the,majors!l~r"ofthe clinical ;evaluation of new'
drugs to date. It is essential that a cooperative pr,qg~<!Il!i l);~is.t between
the source of these drugs, that is, industry, and the academic institu
tions as well as the Government.
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I might add at this point that 'of the drugs 15eii1g used todaycthe
majority of thesewerenot available in; 1950 except fol' some 120r15,
perhaps basic drugs. Mostofthe drugs that were available whim I
first becameinterested in research along thisline have now been altered
in such a way as to be either more effective or entirely new agents fbr
the treatment of disese have been' developed. ,"
/To.attemptan effective program of drug research and development

in any other way than' this cooperative venture in my opinion disturbs
a relationship thathas.been soimportant.inthe medicaladvances.of
the past 30 years,andwouldcbe to the-serious detriment of medical
development iri-thaareaof patient care and the treatment of human
ills.':,:..'"",'

I takenow an example as it .involves-ourdnstitution..
:.Our Department of Medicine at 'Hahnemann' Medical College ini

tiated more.thari.Iuuresearch projects during the 19640-65 fiscal year.
Although.thetotal number of research dollars received from the Fed
eral Government .was greater than that received from private sources,
thenumber .ofindividual:projectssupported by non-Federal sources
exceeded those supported by the Federal Government; a largenumber
of-these comingfromtpharmaceutical industries, In fact, over the
p\,st 5years,w!i have worked with over'30differentphitrniaceutical
firms,.studying differentcnew.drugs, The very fact, that: one depart,
ment. of a single,medium-sizedmedical school composed of only ,37
salaried: physicians has. a multiplicity .of grants from .: the' Federal
Government 'as well as fromindustryjindicates the desirability and in
fact the necessity of-many' of our personnel participating in a variety
oiprojoots variously supportedwhen [new drugs are being evaluated.
:In other words-many ofourpersoIirielimayreceivei;>brtioris of their
salary from different sources....Perhapstlieyareworlphg'on onepro]
ect.as basic projectsupporte<;i by:NIHj 10 percentoftheir time! and
then 10: percent-of. .their-basic salary IS received from the National
Institutesof .Health. '" . '. . .' '. .
: OIl the other.hand, thatsame individual may spend a portion of his
time working on anew drug which. obviously mayleadto new develop'
ment, ,aIId,.jof course" you, see 'immediately the overlap .within one
iIldividuaLP.,r-,..o.ne inv.,est~~~t.o._:,r,.As, to.• ,source co.. -f sup·P?rt.:. ' o ".:_':.-.:
. :,Furtherrriore,the flexIbIlity oi,these'funds'recewedfrom private
sources for support.ofreseareh.should.be borne ill mind,because fre
quentlyyou :can .get ,small:grants:iora IIeW idea,:and' this.canbe:ar
raIIged:forwitliiII,a matter of weeks, at leastno Iongerthan amonth
ill' ,many,:.cases.,(("Whereas"the"machiIIery,oi governmellt is such that
the' sllortestPeriod, M :filIle is: in. e~cess of a year for sUPP'qrt of ane:"
concept from application to funding, at least by the-NationalJnsti
tutes oiHl\alth.) 'It;s .obvious then that if a .Govemment .patent;policy
existsclaimingrights for the Government.fnomall-projects touched
by .Governmentmoney.. collaborative .research could notexiste.andit,
wouldprobably ib!l .. impossible.for a department, such: as 'Ours, to con
tinue: .. in .theevaluatienrof new drugs,' because we are-supported 'so
heavily .from..G.oC\1l\rnment .that we"obvio~sIY';.cou?n't.for~oGovern
support; ,:ThIS,JI'\Ould, then-block our participation 11i the mmorarea of
non-Federal-support; of our program•.. Although.fI'qm,anappliedpoilit
of.view. our contributions toward the 'health ofour citizens is greater
in the latter than in the former.
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"f:Si1)ee'thfbsreme,miwfLu'li:l pattl~ipates iJit'j'O':ctise'M'C:lil"mjeC:ts,.one
l"H~I~iili:"i,ousl~'J;ta'v,e"t<i'g~'i£patlIDt'![5r,ocednresmilitlliredagairist:this
,llldnnduahj)""ttelpatmg:>1rubqtb:;,progrms,'''}{ ,""2:""':(; ".E,'" " ' ." j:s",!
b'filhe' source'of neatlyc:ilLrie,¥,'dt.ugl",isAiFom; pIti"ate,'illduBtuy;l>nd
~·im.lu~'isfnot'ret>l"whdrrg;.1l:bDutz1J~is tri.ll.:sEth~ir.,~,,!V';;lisco,,&i"s
in patients, the results ar"b~ug"Ithmk.3'L'''':'i'' c, :.f';;"'''':
':lBy"what,lhav"i!ai~dY2Statea;Ldo£:not wisIld'n! indTc\Lw,that'tfi"
~uneuttst~tus'qfRs;tmlt:rio:hts'QSth.!l'''elatB'to;theJdil'v:l'10pme.it~ot;new.
~ru~.sh~Uldi'!U"t:'h,,"carefully,e:,s;ll1ated; "Ho'w;e,,,,,r,mr]];t¥;'?P,IlliOn; ,a
"le"N<'l"hneamow",hOuldbe';·mad":,,between:suppart.,,"e~lved.::'hj7i the
a"",demi'cf>institlltil>u fron1,.th~''Goverllme]11:ag,r_arch'; grnntg;.iroaid
and moneys received in the form of contractual arrangements for "the
specific deyelopment:o:lbiew:;usegorof new ,j;lyentioUSj whichi'''otild
!ncl?<l;tf:;ii,,:w.?~,,~J:iT~";fin!tn<lfiJ. ~truct~t",b!l'in~st;of;"pll~;acad,e'ihic
lI1shtu~r0tfslS'sU'C'h~lfll;tIf,tlre:Federql·Gp"emment~lalm.g,p~telItmghts
f6-i'ne'V¢:drugs aev'f\lop:ed':iii.:, those'instituti one'~l'ecei";ITggrarfts'in:.a:i1l
iw:a:lLy;~orm""'agairr:] aiffe.refltill,te,gra'I1ts.iIT~ht,v"rsusiilf\Ctmtractual

>J,'!'rocugeiOOntsc·\titlFGQiferemel}t;.~h,at'i"nQ1!00ntrlUitual:reselircl1sup,
poiJt'''thelJ.:~ wo1lld:malm.it ill.1pOSfiib1<id('(i I1l'Cist:.~uch institrltiOnsto
contiulleto,~!i'teUnthe:cliui'cal phal'ln,,<wl(lgi6")Jl.r~1t;be;;th"d~eloFP
iIIllilt'ral>d::lllirii!,,,l:lI;riiil,ofJlevr drugs:,,. Om.the;other hanq,i'wh;erl 61>p,
:p;~I!t:;:iS" r~ei"(ted:frd!ih .~hll'Fea.er"J·:G'ovemmefit'thi'.on€hSPi>ci~c"C(jt0
~~.a.q:u;~ ·ll.rrknge~"llts fOl):~u:PP?~ ~f}.li:;rllSearch,pr,o;rljCt'''!:1J.d'::pat~t
J!~gt~are'illl"b'l"~d'o,'t1!t~ew sl'1eeific:~r.olM~, ,thell; thed!jtalls';;a'!1!.!;lj
lleg.otilJ;t;edand.;diJ1WU',up,befur~hl:lnu,so:that they "'re"Well undel'st"d(l
loly',idl? ood5: (\J:f:equ,ita;b'l"'iJ,Fvangemeutccah: b!"'4"riL\1g~dii·"':F,hiSf;ii.II(;wil
thei,:iniit ituti!:m'"tOcselectc",ild r delioottte l1tid :th.us' Micdd Cfoonili\\!s·of;ii;"
tiit<iB'tiJ" ·!if)o~iachie",.~.lt~e, "hjeetives;,t4e::riglii(4cdlieg.otiate mulite:>1:ist
~j);d.tl61!CibiUt:l!,mi!suohn<lgQ*tio;ti,dS':ieqtfil""'<'b';', ;:".l":,, o:e':, :3"'0::\:'1:';;,:','
·:f 'iFh<j"i;h1rd;':'Point"t l,Iat 'I:.sli.b"li.l;li~t&,eil)r>~(1siz'l.i''hu~'1-hittf,itc,tnany
r~"ol"'.s'arouud,pniJ:its·l;,o:nrl2'ahvv.e,ns the<greatdilslrablhty"qf'C<:Jopep;
ative venture among industry, the academic iusti'tu.titii>, 'the;:'GMeffiI
n:i.lfut;all\t,'I]t!).inlbthlj,'t thi!l'iSl,,,ei:r::im.POl!tallt,,,Qr1fa~o!a:,,,ery'P"rs6rl.al
I!ii'l1l1go;'it!Yom'tll'rsy;artd;tli.,,·:c:ooperativii ''IT@jtlire'bet.weellH:li''''various
p\i:i'$ofi1il:li'i:nV'lli!'voo\:thlila;sthl'I:whi"lfis'[ii,c0:trtJn0(HtywIl"ich:llafinoVbij
purchased at, ally:·pr;i.~i'For,:l;xlimpl~;,it::iS':l,r9t'1lliCOmTiI0I1' fOr:o.tll,,·iti1li'
dei!ii(j'peopt~ J'ihO';i.;tl~i'\'<i' p~rt'o.f;th<iij) ®P1l6j)t'fr.om:th1l'jGov!,~milnt,
p ll;'it 'j!po1tl'i11,e"llstitutlo,fi;';andip ij;rtJ,fj)()m·1Jl!1'\'3:t":'IU{l1.i~tJ;y" ttlSlt'tl"wli
al"'tl1ejcolJ'fei"ince·tahl~"asre'[il'<\\l<'illfu.tiv'eB"Qj.the'1Jhl'''''"p.a:ftiesi'notiouly
di:fler:lln,t repiltesentativ'es l>,lit"nfany:Jtimes':tlre'Sliilhe i<g.<j.ivtdualtha:y'teJil'
iiEffiliht,\nm:e:.tli'ooc":tie,1i'ttii.ti;:tg:dlsttlllSlcorn'(lion<jJl',dblimIs·h!·thef3:p.eiiUt
t'tl'Se!1J[C1o.1 ''rm~;~ell:d.& t;'!"ma";inJJifjpbpgl'J.Ia:lity,anUPVrFlli!yel@fuent;i>£
~e.'rat:i:vg;:ideaS-:""r:;-~ "\r::: ([~:;j{:\L _;rJ',-'.~i~;:;;:) !.5::ZT i,;"'r.. i.:::ciut~;r{>:r:,;:r::;:if! _~:;_S:'O'~::':; _;{:g::~~CX(;;'

7,t!tli:ihk'WT> t&1f6g1tl;red~gn~ze!tllaW'W'd.lite::inoW·idev'~1&~itts':1i:iie
COOperilitiV(i·'lte'fit]lre13 "nvolvlfig-:maiIy'.sci"...tifie fu.mds,·i.¥ery·fei¥~
lihcln"'JreMl%;,fiofu tirtdi'vialIaf,,,'trde3iVOl"\i ;.!tt!'is; ·a 'i'l\1tili,I,ap'0'Oi\~M;3(ther;
tlilil)' 'ah,tt1'Jidivitldwt''li.Iiy''ffil5!!<!',C'f·'I'liere~Ol'e,:il) :Wonld"l:5et ;;: 'b.~6tohbilr
seleilti~(j,ehde.a'\t~r'sh(j\i'lCl,"it:f~~me Im~ossil>l"'~o;oo,iltiiIi'!e,thl$" coJ
?fi(i:t!a'jjiVeV:!\fitiiJ!li,:i>urwlY'b'Ma:.use'of'ihept:patel?'t.i'r~15.tS:~(jIl~~efutions:!

b',Ji1'W'dutd:ernp,lih,',siZ"'her,",ith,'""Mmolie,ti'il'5"','oon,Sid"e'!',,;;tiOil,Slf\\\h,lCh,"'rilight
Ml0ii1iil':to.llie!GW(il'nThef!t;UrIb'<ilsec~:by~ifial"id'll"'Eci't\'z~iYs'iJhtb1fgh
iroftllj(tl\u'Sii~<I"p'aWnt;T:ighti:W6rtJ.&;be!)1'''lati'V!'tY,·iihtinp6ttaJ''P If,s,,2i'jm::

.,~fJ5;I,:s~to'-;r 'E!;'.\t g :E,-~f;:J,f "S7,~;:;'li~' ":::,c::.,_~' 'ir,
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pil.foo"to'th;<liJ:ia,y,oe3that·""oWdili~~dnne"tlal:ollgfuilie,id"strRctii)nl'lid,h~
cooperative relationship of highly trained and experienced perspJiii;~.
among academie institntion;s;¥riv';;te'inulJi1ltry, a>!,LG@Yern:ment,iwMcn
presently exists. ,. '\, 'i'~{,/::j:;\::_~:,:,,:;){ -:C'/-~;l'::;T:.:k-i t>':"{,.:,>,r::,,~it(:i~,i2: ';';'::;,:,scx~lfl_

',;Next±'in,ight:parapbraS<\ihereSh"Jffispearel·lIsm; "Is'it,not,bettei', to 'f
a,llowoa.fJol'6:'avercage:dom:[iensll!tioDi' fol.'.';tl,lwutstandmg discOYf\ryth(l;u
lloktD'ih1<v:e idiscovel.'ed.:at' itlt?fl.:' . ,·,:6e ",:,:r5' C,.,;",:,S,;,:;,
·d §hoidd?'llo:W.1ike.ltoffineli·on:the"problem of.,iilventio:mb ""?I1~lli;
applications.; 'Fhe'twoare.mpMhe sa~as:it ':81ates:,to us;: Infael'.;·t(l;
medi'C(l;lschooHs.diLvolvem:<intsiu'.:research;:,particWadydn ·'th<}in eld 9f
clinieal"pharmMolpgy; i"primarily ,related:;j;o,developit!ent'an.dev:al\l!li'
tion, and not to discovery and invention, . "';T'1:",,
,",Nellirly:,1L1HdfLth,,' phaiil!liweutical",gents ,;wmch,,::we-nll;v,!' iev;'lllu;U;ed
have been developed by private Industry as biochemical agents"w@hg
orrtcof,'lillIij<Y!, scr~ening-.pTogJ'nms.,,,,hichc.wummof be f~.l\sib1e itCan.
academic institution. This is when' 50~teclmiciahs~s.liall :we::saY;'/0I1in
b;,;g~tmpo'l'or'Jli techr),ique Ofc:studying"!lJi,dfug wl!ich--,pemaPs.,blli&ks
the contraction of the smooth. m.uscle"iIl5tlaei16nmst;n~Jc.A.~:th"ti"",ud
dritgS",areth~irrl1ir:thl?ough:sucha-screensscarching 10J;:,can·,h.ffecuve
compound, .A.p:, "il"'deilli.,\mstitutio!t,rarely::wo-nld.tll!ke =olJc\~ch:a
prapa$itj-oir,i:;Tlris" ''iFriedessity ..,eomeSid'rQm industry; C" ·'Cii;.:; 1:,: ',':"
::iTI,em after:,the 'drugs iare"sereened:wd',devellipe<>;' it,,·hecOIDe.S our
r,espGlJ'sibility irJi:,the :medicll;l, schor>!s':i1rouml-,the, 'C0.mlt1'Y:;·'hused',on,o.llJ,"
knowtedge,iJf:drugsi,an<! their-eft'ects,?u'patients;C,to:e)(l;luate theh,:Do::
tential. properties ascthe"'apeutiCfagents"b:efoJ1~they.:ltre.. .:ev.e.",ogl.,."'Cel,'l
to:lwrge n:umhel.'S"of patle:llts,iIfm'thls'eYwluat1Oli the'drllg:does ,have
a:pGteriti"~,U:seru1ness:withi>ut midlle'tt'ox;Gity., Jt is ·thell,;evaluateg:a;;
to-its pharmacodynamicsxand :its: ,:e1l'ectiYeness::iill,thktieatment i,6f
humin ills, That is, it is administered to increasingly large ')tlimhers
of ,patie:ti.ts,:,:,lt:"hbuld:hll ,ob;vGus,th",t,li:onfideJicil,m)jst.eid~t,.)5etween
the ca,c(!4emiciMtttlltip",·indctMIlOll;rce'Qf thJ'\;dl,"ug:a!\:t;o: theiut!lgJ'city
aJidicQl.'l.'!\ctne6s:of infpI;I'!latbn;:;,,: c';',l ,et: .·i'::: ",,,-:" " ':: :,i'c,'e:":: >,,',S
1: 'Ein(l;Uy,:lkwQ.uld lj,kidQ::cQniml"nt':thl1ikthis,whQlil,prolilem;"and,J
am sure this is not an original stat_~!lt:, i'lAIQ.t:'simp!e'I.):\,,A'act,j€.,is
rather complex as viewed from our point .oLvij)\Y.,a:'lili'priva:t" .iMt!tu
tiQ'''''luehAls,911rS.,faQ@S'iits!i)?eill)(l;rqhpro!!!:fms, @$p,<£cia.l!yctP.OS~, rll),a;l;@d
tQ;njJ.l'l;ipl!l~Qll:rgf\s:QfMl\1!llill<!s1J;pJ?Q.rti"': 5.dc:·>::,,-: 1,",,,,: ''''E I

The orientation on p(l;te",t'l?Q!i"Y',\t'S~l\,s.to,'1l1~lj~:\l.<:!'iv'bas~·M,f~!'
as I c~\i,t!ilI',J.l)P.Qll !l!il1~~Q)ejllte!,l))jj:sd'lli'!,MjJ:Ul:d,,l:>~cofitl'ilJ'!~d;~.[I:m:ust
say even the current NIH policy IJh;i:QJ,r~q9"s iA,ilih1hilWr,:'Iii'l"y:,p!l!Cha,ps
discourage the development of some new conc@Pt"jt4~t';,:w®I1tbe

RJ1¥~~~~k'lbJle;;~R~rtth~G'rivtl'iifri~fit"gbAtrlfi;tk"'afid"p~i.J:~i';,~;:o!P~~i~§
proj~t, the Governm~nt s~ould ha~e,the patent.}:~Il'!tt,.~"i!!~~"tjg,IJi3
leading from that project, m my opmlOn, But W'h~retIier.,-'1ia:s"]j,,-efi

eO<i'erative"ijjv~'$tmen1i.th:&'r1 htS"of"ellJ'k'c66' 'eritt'iV8 I' a:i't"""fshoul<J.
vi:lJ'acdo'fi1'1Hg"ti:>llisf8o'ntrlf:/ii~iort:' 'rT·Ihatrst"rlStlpj%·r&;~\i:ll,Wi!if~n:fi
or shall we say 331(3 percent, the instit~tio.!': ??y~~rce!!X;;~h~';i:tii
gp!v~~;:n~~!!t .~i'b' '!9WYJ'I~In,t.a!l;!~111l1h~'~~~R:r~~t¥B.'!i'}"ltj~f~~)jlt)l:Ple
mteresf. 'wo1'1lu" 8"-"(11va ent·to"'ill 'tl:ire.e'TIartles, .' ',:' ,-=::- ,'" "~ .
£ {rn'l'i.1ftfiiniit<\l "We"ca1ilf6t:exfres:i-"'·'fetf@efhiJi\.~.r'fofliiii13Fw liibil
ir' ells 'drittl\.e··(j';Y;\itIe~'o1"iia\)b.,:Vo'~ f.t'We1;ielJi,ve""tnatie' iiit1tble"'iTI'I
,~." ";'",,;;"~ ~ ;::/- ';';C,~-.F.:,·:;~,? sJ-~' :< _b;·_~;:c~ J.i~:r,;-:::"'~~.?~ r;,'9~:::." LI.:'·;;:' ::,t'~';~P"l:q~ ::·~:;:.t~~",·c ::::~j_::,
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.~er~sts of.the'c'onbriliutirrg'pa'rtiestean!onJy"be;;proteotedibij'!a'flexible
po11oy."< 'i",; ),,""; ,"""":"",,',
, Senator MCCLELLAN. Very 'well,' Dr,'Moyer" thank you;,sir.,
Senator Scott.do you have any qu~stions!, ',i

<. Senator SCOTT; Dr. Moyer;I\vould;liketohave<;yolLgiv~me;.c~n
auslver, to, this. .How can!we ,best achieve the .objective. of.preserving,
the team effort of ~he Government and:privatesectors.il1·developing
drugs and medieinet- ,:And I Ineritionthealternati\ce; by,graittiug dis
(jretion. to ,the Secretary OTHEW to' acquire ·orwaive'patentrigJtts
on a case-by-case basis, orby-Iimitingth« discretionin.favor.ofgrant
ing,'exclusive frights to the' private ,contraotors,orby ',some.other.alter-
native, " C-<:
, .What is your conclusionas.towhat' you believe weuld-be.theifairest
solution! ;,' ",' ! "'",,;; ,
i. .Dr. MOYER: If I"understand,you, Benator"Scott,iYOU gaveme.two
alternatives, '. Oneofthem~ , ,Ii

SenatorSoorrv: One is .based.ononebilf before' us and the other-is
based on the other bill ; thatiscorrectr: '
"'Dr. MOYER'; I go .notmeantoget into the' technicalities'oUhe bills,
although I 'have ir'eadithemvery' carefully- :iwmy: opinion, ,the:}a;w
should be set uPisothat equitable<rights of-the participating parties
can be honored, and;Iwoil'ld see noreason.ras of the moment,why'the
pharmaceutic,"]: firm in' the:development of new, drugs wouldbeany
different than' anyotherd~velopment--shallwe say'·theidevelopment
of hardware for "omputerization of research, ,On that basis; then; I
would think that 'if the, Government 'supported completelyv-for. ex'
ample, the research of a-new drug for the treatment of hypertension,
then theyshould.ownexclusive patent rights and handle them appro'
priately' ,,';" 'f-' .

On the' other hand, if theGovetnmentsupp'orteda research.nrea ill
part£or basicreseareh, andthese people finally also pa;rticipated,inthe
development of a new use or anew agent butt!llltwork was entirely
sUPP"rt"dbyindustry,thenindustry supporting that projeet should
!lave those exclusivepatent rights! ' " ,

I don'tknowif that is2....'.C-
Senator scofr:It.is a difficult <]llestiontoalls~er;inanyevent.
I am trying to recall the testim.onyof Dr. Shannon as to the ad-

"i.ability of granting )L period-of exclusivity', ' . ' .:
j8JDr. MonR! Y01.!' mean insofar-as the length of.the patent right!
8'li!!enator'Scoft: 'Yes,1 will read it.
edrJr>Shannorr said:' .,.,. .

<_~2f'PO~S~1J~~~1~tio:n, (migh~, 'pe_the,g'rant~ng of, sh?pt peJ.1o,ds ,of ~~c~~t~Yit~;m
YaClll!!:Sl.tmitiP:liS--" -., - '" - ,', , - - ", - .' -,' - '".", ,,' - -, ''''' ,

~~~w¥sc#ticp$Si"g .,,' .." ,'.. , •'." . . ".
m~AA~ew1te:reit fs. fO:tilld;t9 J~e ;ne.<!essa'rY:to develop an inv~l1~O'll~ to,tlie·point,of,
~~~~~otPPli;~iOl'.andth~r<)iSr<Yther~aYto obtain .the,n~~d~d,indUS~

, ,Would you comment qnthat. , . .",<, '. '." ...• < '''';
Dr. MoYER. Well, I)lV0llldthinkthat,thi'jWouldbea,ppropril1te;

Jj'or exaJ;llple,i£,tlteGov~rIUB-elltdid sllP~orta .new. deve~opJ;ll"nt; a
iJ,ew use, ora new. agent, .then I would tJtlnkth.lttth.ey,sholl~gJ;t!P'!~
the patent rights and they should handle the situation as they can
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be5tdevelop! the new' drt'tg/If'this· is: an 'ag(\lit .whichdoesnot 'have
significant. monetary return, ·then':!:should think :thattheSurgeon
Genera!; or an agent of the Govljrnn~enb~ponsibleforthis"s,hottld
setup' exclusive patent rights fora company so-that the company 111

questio~coUld get' a~eqlt~tereturll'ontheirllloneYfdr the deve1oP0~~t

~f.iHlsd1~J6pilien~.Of'tJlisdrt'tgma;~~uirea muchgrealer'fil~anciai
outla~~-:-abco·rd_iItg·--to-',oiIr:·C11r_~ell-t_. iF~o~: and, D~tig(~ldministratiOIi,~net
quire;n:ents,thau they' did in the'pasy. ( :For.eximple;.we' n:ay h~ve,!
chemical agent which we could predict, having used, rn: animals, ,tJrat
it has 'a c~rtaittluse' :for the' ttljatmeutof'm~Itiple'sclerosis; ,If there
was such a ,drug,. it would have 'a! J!iniioodiappIicationi ·Weknowlshat
beforeha.rrd!:So 'thatrwe :coulch\)£ expect: to'sellthisdrugf6r' use on
millions and: millions/ofr patients asfwe.could- t> drug-forthe treatinent
of. heart faihtre, This 'would haye' to be 'reeognized, and -thiswonld
~uire, I think; 'son:e 'exc1usive']>atentrights'or lice~sing toan iptli;
vidualor.compaay, lithe' Ill;tnufacture of,the-drug Wereto be feasible;
ThisferusibilitYVI, thinkycould! be financial1yca:lculated"'orii the Basis
of, first,rthe tise of the'l1gent;seeond, itseffectiveness] and.third, how
much:moreihe .required. f~om;the toxicity: point of .vicwto make this
available for the treatment of patients 'with multiple sclerosis.' '
"With thl1tinform,ationltheiqyoilcouldcalculate roughly"wl1at
would be required,.!as Janas: ezclusivepatent.rights.are: concerned, .to
let 'that Mug go as an exclusive-patent .to.a.companyforn. 'limited
periodoftime;\;ay3t05years:,u.i) . "''''f'' ." <T

Senator S?OT:r; Igt>therojrollfeelthat, unless there is an incentive
td'lUdust':}' ascontempll1ted:by the 'pa:t"nt'system.geriera.]¢y;,ibmllld
be mos,t difficult to persuade industry toc~operatelllcarrying' out fur;
ther: development of newldisooveries or -improvements upon old .dis,
c()veries;~;,'_:" __ ,'.'1)'. '"""",;",\,:,;,,' '''''' ';''':'''':''\

" .Dr. MOYER, 'I'speak much asa layman here; Senato~,butIcans':y
one:thin,g. : Tf:YOll 'don'thaveincentive;eithel' to a:igroup of individ
uals '01' to an individual himself, they aren't likely to do very 'much;
is this not correct! .' .

Senator SCOTT. Well, I think it speaks for itself.. '. '
Dr. MOYER. So that I think we have to recognize in oursystemthat

industry is set up to make money;'Theboatdof directors of a 'com
panY,when theyma.ke:investments:as 'representatives of the .stock
holders, and they Fe obligated either directly or indirectly tot~ke
stichistel?s as are !ieeded'tomak\'mOlley;': ' ....• " .... , .....

Now, 1Il a particular drug, for-example; this drug may not.ltSj'lfreap
a largejJ.nanci~l~eturn.. But. the yompanymayhave otherobjectives
such as the broad sp"ct~rth\'of'av':ilable dl'ligs for a eertarngrbUjJ,!f
disease. which 'that comPl'ny,wants tob"come. kn,own tor;" If, giVfel1
some guarantee that theY'won'tloselflioney;tj1.e company'maytaka
on the. chore of. developing a' newdrug"Jevart though the company
knows itwoll"t make'mllch,~ithar;':J:speaknow of drugs with limit",d
sl'les.Sllchadrugconld bea life. s'Jcvmg commodity,even.t,hougli
~ooded inJTaque~tly., . '. '. ", 'i.".. "" ..:;,

'Senator :SCOTT. We·lawyers haveaphrase, wher" the proPerty of ~
numberbf peoplehasbeen mixed so tJlat it can no long-er be'ide~tified',
-Iva irefer;' for eiitinple;"to wheat 'inithegrairi'bin' ",hicb:'b"lohgs 'to a
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;rm~I().:f9().flI~s''anJl,~ J<tl\IHi.Qti,~1l JiVJ:,i&li>fliWlJ"l'i\' !i~I1~bh"""j\V~
gmli!pSr6:l' ;wheatillind,thbt Ml<ro!iwJI ai\:!lJIDglh1ffiJllin~~fd9 Hom I fIBO fl i"i'18
HiN",!"'""h'er.e ihlJ nf~epJ>trib.\J.ti~;n$:t(J~SJlfljr~lJ, l!~)ij\lJi~lt'&l!J.S!L~>B~Jl
~g~"09Y:,?U OOi!Itlto"ei!il1:Vll~ll> wln$2W!ttflh\ltj~!} ,jfii/!i(>Jg9PfiliVjl,!g
mdlilstnyevwhidh"by 'Ita",(fihj)ivm-mJlJl~'f il'!9l;l<l;lnglIJlJ:!lpIJ~ Imf"'''M~J,p,rJjJ
portion to fundamental research in the fundamentaf C"'U~"'I~I~1llJil'
bf ,disease"1et'i'!:\sliY'J[[,Lt @eilI)l>;l"tfl;.me~h!ll!i !i$rfQl!IlJ "f"tJil"l(ifu,i>JiliJ,j~lt
pnobleana1;:6 rl\M@tko\oytrim leglslatilfU,:3"<i,l,bllJ.iy,,,Y'1oljLI~JlIY'l'J}I'PI'Jl~l\<ld
yOUJJ; ivi~w.sr ojYritr,r fajUdGthat&-s: wh!ltcf'<7.l.'i<1el1litslcm.e .~,,~t liIh®t.;llIjr.l1rJtl'
nnYt~iligtrinrJthe: lJi1hH '2ni~fnd ~bIfY)"Iq blnoo (')'Ir Ihrrlw tnenn JJnrm':)d~
9'iil1b. IMoBRnIf'=[iiJmjf~QmPleoor<J}gr.el'menttw~~h"il}jhl!>t"Y;:'lj Jlail'l.,r I~
thinlJlItl<erll!'ate tw61PwllFlft1l1lJljI1J:roight >emp)uwi~"'1 ,QllIf)o;f Jil}lllJlghl}s
00 dmwiflh,t!he)curt:eoometho¢jQ:J) Nj[~o$l1>p)ilOrt;:Ir'iI'b:l\'y d\)!fll1l(J}tict!:J4
breakdown,fbfreaq;\r"Jjasid) [l)eseam!l3 fPI.'I!:]ect\"Jn"whujli>fi$Jjl~lW;g'JllrI1l lmr
Mohed,eahJdhrnquiueiapoestimatill <Of,JtJJiolMJp"vti6n'lOf Jih"J [~la~r"l;ll!iilg
~iiP?'?.rtedl \W'mhe"ffi,n~er~'mtl,bJlaefio?ilJd:lhe:'Pl>J!~~<>fg<i,I<j):fI tiJlilJ'lJltb~
lrldrv.dtuMlspeadS'I('!l,tlill;proJecj;", r; I'SQ,rifif'iV,QUijP)1lt,~!jDJ!(~f"",JaJ itj$!'Il}jijca
proj"00f10Jpelrce"It roil;';)'qurntiroe-,dthis illfid&tj)lfi~lelapPQfilii>g0to""'Ill!'
Tent $lrpporltJ3S Hl3PJlDoliJilMJfuth\i jfn!estig\'taD~JSa>lfurY'" OIil?hw!J3;!)yIin/iir
Miiliualfmec"ilving 'ipanttalblji!tjlialll!JY ,~r JtMJCQndill)tiQn9~f9'&>GOrY</Jm(
ment-suppao.>:tled ~eilmh ,PJjojemrlil'O!l$, 'in :f\.ffJlQtl,"b!lll0ffi.e16P)ijl~tnmellIt
sUl]&poD!feiJ:; rJa,Sucili iaririndilriihIll!lrJ,Vo,li;irrg pMtiJtilm'>'lJiW 'I.r,l'lrU!i'I!Yl\use
oil ,lwnew;Jd1'1lgJiW8nliliiehpJtJK!izejJ;Jn.,b1"l}tentr Aiiglnt ,ro~[taplJtl ooInljIianyr,
.IAcEi fwon JC3I!lJ1SEl!'intj:risYwDuld 1}lne~x[(le- il}nlJ;7investiigaJj@,J,':WWJ ,rel1ei1l§$
partial salary support from his Govemm!lJilt1lJJlEfea,"J}hoPlil!::rJilo~)J_ro~
Clo'iilgl-i..ivesti¢ationf'!:)ll2nlnl') dmlgsfr:f~ JPJ"i;v'<!<tfl'JiJn\liIshy'oc,E: 'Iol",roE:
J, r,AnotlieJrPfrmni[,;woulihmak</)isrthlit ~hM~is: np',grol1todiIJiQlJl~}!I)whm

ym>: am '$UpFol"l;iri.gGll;;'J"p,e"iftotr~roniFWojMU;qm.i idl'njlj;fyiugntM
prlotiby 1l'£rplLt-ffiltJ rcightlr.]"Bm> fmIu.'mtlYbfm:oo: pl}r~lltf!leFj),lJ:) l'mh
ects come a number of throwoffs which are merely Ideas, an\1;li,liflll,lt
<t.hinJr£ydlU:lllld1,e\>l~));l9l;lJ,<ootll"'!mlil'J!;ll't >~lj;thWl'mJ~@L~j't"t<;>!l@'ol

~l:iJiIM~ ,!,p.Jib·~1oY<l\lft:liin,k'ili!iw.b:rwlmlJ;f[~~iPr~iInt :Wrl\!{l:u91$O
Irldonlt·i\'hink,]tJ:llIt '~<))ifc<mld!~v'tijfCP~rli.l! }<P@lrsJ"tml'i ~Jw (jijlfll!;J3 :li"li\~
concepts of an investigator, irrespective of his sup~'['wo ton 8idl ar

, Senator ScoTr,ThlJltri$Iall't 8)[mq8.Ji )[nfIIH ,[feW :nODE: 'w.)r,ff.9E:
,Jr,aJhwlJ<:,'y,ou,rMiri 1l!Ji.llijJW'l~nol "'TEd etr )lnff[1 I lilfB "S ,"'rmIt .'lIT
,rr£iOnJ!,tb:r'~!iI})jjiJ,!l>,blilJi}Jil<1!.OO:t1!'3ur~~~H91fnm or CjU ,1~8 2i TI18ubnI
-)[,\lj,;QaMn Bmil'lW:l'f;IJ®lJ< "i'lillil wmmenti,w.rma!n!IllWlQ<!lll));lI)g\fYOUl'r!lW,
loQUYowi"litlSl'nMlir'SI'e;tltJ9&',ib 'mWa jJ9Jfl"ffdoO'fE YOffl bfln .2'rehloff

You say that the ilicentives·,><4.rllI~clli!1'<ilJJfult;iM.e~t~Q~rth~

ipl1irv'i<ilMJ fuiWSIlJi€ 1\rlrM~Wrf~m~AA. 'lOT ,)llf'Ib 'W [HO'h."'] " rri ;rroVi
a':rJ)Th':¥:W~4,:t¥~,~:?:r.rrr.vrrncrrrroo $.rl:-t ,tHE[ .H'n.r.t9'! lHi~fIRirf1'e'!:1'IJ;r ,n
ToSf<1il'll>ijJrrJ}JfI!!'JQJt,0Ii: J;lj.\tJ~lldo FM,hl}1!1ll\lllr,y@llJ\l1'l~Wff1i¥l'"$IMJf~ m4w?
$li",~Jj.SJ: ]icQQmingrt<iJrit<>llil~emelj.J:ral'<rP1'g~{f()¥" I!:JlfW"'~ ~vliB'J>i!M!lb
&iii,'_ ~jr"ilkk,"rlli!!m~M~ "5l'i~'1,t~§tfu<j>JiI )!fl\W§~~rl.t .tEdt 99JHflTflll'g smoa
'l,fiR"!<iIl(I;QY'l'l(\\ J!~OIi'l!ihWil\r,!\l'lJr1"'lffilil§t,,!\rI[qoJove b To 9'Wfh ;9r[) no
b '~J1.~tfl~[·13W!!m<iil<'loIrrl!l\<;lj;h:oVP.11I hrNll1l'lQrn!brthl'jdll1lljl~t~gQllll~eib !WI
pJ.i\mlm~an§.tJ;t~Jrtft.e) IIi'1fih~bJ.~;1?1le ],A,$ W §.<!J:liif!rftj>JdgllJ[l~c;lllJjlJlf ~0,a9 Ina

Dr, MOYER, In that group I think there 'are onlY,~nr9\l}'>tiil¥l;rhe~,

1'1)\\ <)ll);er~'Ne,M,!Q6~?I'OOfhiWf'1il~d~1lW8~1)'l;i;r~lleIWt ,W;n~,rfu'l§~:fIlI
ll:li\'ffi'Il~J11i'mp~nU1 <m'i~!W@ ,lIll1~J&Ii'~~1Xj~'@ll$fl!!)§~ ~hi>xI,mrl\
~<\)jl~~f!§It~ejfl)i!lwlWWYffr"'''l?'illr.ilti!iIlWjr[W'b:Pf.g~'J!J1(n; 'fm%'li'1JW
school teachmg programs.
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-In/3enreill:w t\n:tubnt.,[IJHiis silitemOOulr iill>ilifgnes' IpJe.J9ifli!>neoWemi-!l:Mrh1l1
W'lDuP dOOiJiimJ!B wjvnSpeilllJ:lh ikaillglll,pant,.,;l:f i;lnJ>iJIrJJfui"elJoiI!c!;rlLinim:g ,tJ:tejjr
minds in this.fiaIqqnW.mtlxlk1",boiit Eom!I'i:nglihiggGi>;lie=tlmOMlY.
We talk about commingling indl1stry.nnQ!1hy"rl'Butl""",rl'~flI>jeJ!Ifj!:ely

about the hUlmmb"lmmlntrihreIl!'\,thor~q;eirth.aff' CDtlleBII>JiO"ifl::thatdllJu!j;lan
mind.~92£efq~J)fHJOTfl9[f[OO JJO~~ Hiw tH~'{iH:I :1.([ fJHfi Ehro<lq8 :reI

Dr. MOYER. Rightnq hHB a9~rI$8'nl0'{;yliJ1l9IJi IHF[ IIi·rr ~II9m9ItH9f)

1J1S"""lltrdll JBwmqa'lllJ Dne$. y,orireihst.ilm:lOOEi "'iooll g;i;v",rani\l'!pa~)~ights
to that scientist who himself finds the discovery 1
:iVlliU~R.;v.mi!J!Ha1iliJfu l!tt1N~jffimtllivJJ!lllIR\lSeaIlOO. l'l\jr;j!iM3lT1l~

'¢Vll~Joo~~i'.~~ l1i;JIDm:;mrnei1'ii'ltWm~nli9uthe
.~'iltlgMl:gtf'~!l"·.'ei4fit",'H1JYtl: ¥iY'h!¥14 tlilJ.'i!" 55 .<yIji"Ji . \i'ng
In my tlepaffmen£ IntheTas~4 years, ~a1{~v . o _ . e, a , idea
which he thinks can be patentable, then he com~ .~~~ .BVnot

JlNllS"l;'~~'y;\lg\>i1PJ\\ !h;JMw'l?~li'l»JV?;M~.e~It,JlfiPme: ~~R:,}]ll~'rlj' to
1t'r~~lJ!J 't.weh8l'Pn11Ju281'fdrm'p'Pln~IIiet\1; .rmStJl~ypJf1i)t~I§.· 'nffIl"~~i3our ms 1 U 1011 IS eoncerne . The Ins 1 ·,uhon ::lien Has ni~ rev Bilbi-e

a~¥I~.rft~i4@flf};d~W~~~~ii%rZ:JlkrtVirt~t1~~5t>~~.)~~,"it
"roup . 1 . ,!;1!9W:f~I)I9!t}~)J[P, 61i'~')"'f ~l1lH~
Jfhrt\la~1l :jf,iJ£'I.~ffi~\'ifJi!i C~lIlo%ifJ~'" 11(I!f'~ r, 1Rs't~ ,%Srfrili· -i~'b!
fh\',1Fi\'::t;b'liFrrJ.'{I~s ~O:lbW~;>~~ffitYl.lt~i\;jr~j{! iWdi~~H&pK~gJt'!P4lli~

6" 'C>'r-?i'.JpJ,Jl'ffi 9)J,\JraJ~ It€ 'g'~'tmE" J[ "Ir'.liJ :)ii; I:lf'llg ~ll'sl~JI'j;'e~'~~IlH.t.~:JI1'1' "·11J~t~lr.'(~l8[.'.1 :l't~1~l{"aaJ~1\l]ffia~lJlaJ'{f.i.9:f',j:."Ub _-1lil'5''l''I'Il'P.''rYJ~~;X\\'l' .~q . 0 nr8W~.!JJif itl,· t'm all·!1i1? Tf IIO~< ')~n'qln~.-
0l~es s Ie Or Tle BlD ll),entr - a njj~. a6'en or . w,1YSe

d\ . r wi\~~ij~, ~Ilfi I >"f¥iI!Mhe"' {I'!fj;i tiJI\!(b\WiJ.!h~H&re II !ll~'~Pd\1~tivJibi\WLx:.r)();:j~lf2 IH;,')n~:J[:I?;~91{J~O{J'Jr1!m[.iU.~·) r'n i]JJ'}'~~'){.l.iL} 10

PH· !Wlji~g,~Vl!g[)tUlJ;~~~~ JaM1iij{jfL'ilill't
e1!i!f!f!tt/lt1;grn~ll:N'?9,~~'if D~alf~ a~1Y*rt I' nr e91'lfif1~1 :1'CJ"9?"ekJhr 97HIT")so ra rom VOUl'r c ~o ,,,ltd . 1-~ L, + t J ..",pm. MJi,~:!1N{\ 1.°. Ii jlgi'lf6ntr tMi\'airlg''ffi\i'i?G Uia f,l,'6\!~iif\'AA
d el ' , , . {ftB'UrTHI'J f1d1~frr1f8;r-rp

eSe~f~6¥"EiJlIL1diP:c:Bf1tf~'64f.¥'dllfS'~ifat;'i'~1!ifl~q.Vi.ip.'iifs~~(en-
t

m
' mas a.. ederal roi ect t tall then he a err J nP:NiYlB\I1 toff' ~dUl{ ~£"O¥iRiift,~g9flo" ·;¥;tlm9rlI j;1 '1110 Yo mJ8J:7r0l1'il-ft..

~ ~r:"'MX~J;,)., e'S'o~.t!1'tI\UJ1 t~%'1iv'lli"<PtRe!fti\ljJ\c~d'u~j)fiffl,elill.1A;9fiJjl
~YH a~ I'l ffI~)T .1" c lis· "'<f~t~8n!f{"H!i7f 10 9[[[08 bIlr: 88l&i"_l'g,n'

~;rJlf,W!~I\'i;c~V;~I':t9,~Kf1I'~'~~ .t~9Rbjf;'I()d 1,[ [e;.i"r,fAlIhllt.:rf"OlIirJlIhl-l·
'Senato~ BIIDf\Jlt.. IS on in, n\~ %tse wuei'e tn!" int ests.a

if .e1 It"i:l"\,h,~WIfl96'1 /;1\';10 tilOti9Jli'"&fA9·j., Of'S, ffi~'1 ,j\~"t~IIP
~I<il'Uf8i~"~H!kti!q w9ftelI? W;"·ji,lw 'ii'ft To're?0J'f-g fih ):9rTf brP9IflHfoo~1'f/ e
i1Rtti)O~ta$JO~~ $f!:loT?l. (Hod Jy~b99n s'rfi a~Ioi:jn.')ai:'If;b ni:nt<I9.').98UH99d
'1:0 sJf!·(£tm·Tif, ~.~Wil.i'1K:If 9ft' 'lOT 1mB DdefllC{ N[1 IO Jeo'191m 'I9C{O'iC!

9artlR 'K.'t~J¥!'~"'dbytlh{g~l.arif1fhi1~'f aJMIl~\~Jg~'1 r~'1~~t¢fJle"
b s u . I an m articula con Ell ill'!> f1~!Mfih~ gjj,f§fE~?~r~ 'tgJaf&p~£I~i6wij}r~lHe~Jt!g tll.9~l'§~Je 'I. sti

i\llt"(gi·['!fill v,t~· ",,"" /.h't.°iill"t!cJ!>t'9n "ri'Jl'hll'1\I,2l'lA:W 1i!fi:l.llb't"l,9I· 0,\
tlB'1'!X\i ?l;J9fRitHillii~¥\,JIf9fn:iJR.~ Rr¥J';bW","bl,tY;:J'fi~i1,l()ag,J~IK!Hil ';'f~i
'/; '~~C#J~ ::l4\l't C ,t'lli"1 ~ll 'le "C' 70'1& n"\j[7i tffl'r'V"ff; c''''1i ... tr9WB~~f7j'8 fo re•c'bf~!\)'t~,"'if\c~J!j\}f,.~~ t'ii"'~b~~~ltY~!'9::lit~,JP.~t~frd~J'~'\
W8f\\,II\lfleH\' Jllil9fttl'PJ'~" loll 3lfruH ?,!J'i 'H(f(j,711Wift" , 1f\J.;'C& ·f(liIrl.
&gRJJJ\li5\,~alij!iiij.l!. (1I~9.)~''tM? lufi'IlIliPMs1P, ".:'t~Y,';f')O ~' J '?9Jd-»"1!H}1Lm
9JlJtJ~Jl~£M/1fl?",e. IhRtt'~9)m:9?1::l~ -W9rLJ J'i[B jiiIldlJ8~9YItli"j'ipf2eW,
8H'llj!'" I '})fr'HfH1 B ~jJ1\{h)Wtj;,fti! . Iltjll,gij- \f9f);( OWL \'19.£1 ~\jI.ll?:,\'1Jl9j~e miT ,~l"JHj ,~¥r\\01(1~n.'f:fl,1]}.~If'1M~2?Jg:y.J1 16 11" ?,,~Ld'
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'a barrier being set up in which, unless rhe whole.industry was social
.ized.vwould.blockvindastry ifromhaving their- drugs studied in any
.institution. recebling,this.typeof Government 'support. '

'Senator,ButrwwK' iThank you. > '
, Senator ',MCCLELLAN. Thank-you.verymuch, DOCtor. i

Dr. Sprowls and Dr. Bliven, will you come around, please?
Gentlemen, will you identify yourselves and proceed?

"i'l'believeYoudlave astatemenn-Ts-it ajoint prepared statement?

S~ATEMENT OF JOSBPH B. SPllJOWLS,CHAIRMAN"EXECUTIVE
'COMMITTEE OFTHEADRICAN ASSOCIATION OF COLLEGES OF
PHARMACY; ACCOMPANIED BY DR. :CHARLESW. BLIVEN, ExEc

,UTIYJi SECREl'4.R'Y ,
pt. jE;;;ko'j't$., ,Sit,th~{,,,astateinent 'II'hich,1. afhpresentiJigforthk

'Exeq1!tive ,Co)nmitt~e, of the, American' Association of Colleges of

~11$~ig~·M69tEtLAj;. 'Y~ry",~n,yi>um~y e[;chiii"ntifj yourselves

~oirt)ter~\'Or,~I~p:dtl1~npr()ce~a.,>" '.'/'.'" ,'i' '",'" l?r.St~ow,;s.,I "Ill J oseph,B. Sprowls. I ampr()f~ssor, of'phar:-
:lllacY"tid de"tt of the Temple University School of Pharmacy,and it
registered pllarlllacist in Penp:syIvania, Colorado, and Ne;v,York,
" ,T have beep: a teacher of pharmacy for n~rly30years and have held
full-time, faculty status in threeuniversities: the Universities of Colo
rado, Buffalo, and Temple University. ,I appear here as the chairman
of the executive committee of the American Association ()f.c~l1eges

,,?fP,I),,)')nacy., Tpisisllpelectiyep()sition. ",'"" ,< " ,', '
, I have with me Dr. Charles W. B,live))',ex;"'?lltive seqretary for the
association and formerly ,d~n of the School of Pharmacy at George
Washington University. '

Senator]\1CC';ELLAN. That identifies b~th,?f you sufficiently.
Youlll"yproq~ed.", ," ,",> ""
Dr. SPROWLS. All of our 74 member colleges are engaged mscientific

research, rnucb.qf ",hiqh derives some supportfrom Federal granting
"gencies and sotne of which, s\erives suppo~/r,0lllpri"ate 8."'urqes,
Illcl.ll(!mg .industrial laboraton~s., Ollr)p:teres,t.m )?at<;p:t leg)slatwll
der)y~sfr~1ll the research ejf'?rts of our member tnsbtlltl<)ns. '
, We commend the Congress for its interest in new patent legislation,
because certain clarifications are needed both for the protection of the
proper interest of th~ public and for the,c!"ri!icatio))R!' :W~ rig"hts of
Wvep:tg)'SWhen public funds mayhave b¥n lnvolyed msome phase
Pf th~dev:el<Yprnentj)F\>cess.. " .' •• .,', -. ..' ..:. . .......•.... '
.Web<ll)~vethat the proteetwusalforile<:lby the. presentpatent sY~Wn,
~ W~ inventoror the prim"rydevel()per ofa new and nseful concept
"vc quiteimportant both becallse they helptb stimulate theInvest
ine').t of private capital. which provides majorundessential support
to~::~he':l'~se~,r~h;:a.nd d~v~lopnWl)t ~ffor,t~ 111011;rS,{)unt~y ,', ah~l becau;se
they provi\le the incentive forthe initialproducti<)n and distribution,
withoutwhich the benefits of invention Can i).ev'er re¥h theultima~
C()))Sllrner. Wesllbrnitthattb.e,se incep:tiv~sar~ip:1furil),ntinfurther'
J~g tlie.dey~lopme').t,tes~ing, and 'production of pha,rn)"ceuticals as
well as all other useful products. ,V" feel, therefore, that the best
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illte~iestSbr.the publicwillheservedbjlegislation which isn",i0er
discrilnillator:y nor confiscatoryand which, permits an equitable ar
!r!1ll~IIlent~o" patent owllership w!thi~~itutions which have made
jnaJorcontrlbut~onstojJatental>l<;dlsco"erles." .:
'., W~believethatpreeniptioll ohightsto inventions by the Federal
G()verIll'llent should take 'pl",ceonly ill, unusual instances where na
tiollal security, publics",fety, or the health of thepublic demand, ()r
wheI1, Federal:f1Jn~s have contributed.in a major way to the develop"
inentofthemvention.' "C", , ,: " ,'" " :

"Wl}ile rese",rch" inacade,mid institutions is not oJ:dmarily under"
:t,',a"~,en,',' w,it,l~,,,p,iLt~nt!U,o,tiva,",t,i,'?lli"!,, mind,; it, is, n~v,',er"the,Ie,~,s", tru,~th'!'to,~~"'of the, benefits which occ",slonlillyderives fr()IIlsuch investigationis
alljn:vehtio~l,!whichlras'Yi4espread lltilityo~app;licabiJity. , '\VJi~n
~llch,lnyentl,oIl~_'do',arIS;~;lt ,18 uSlla~lynece~~[try, tose~ur~{'~"pa~ent' 1,n
order toobt",inthemterestohrganizations wHich areequipped,fu
produce ariddistribute products and to thereb:rmake the, benefits of
'the in"eritionavailabJe to the public. , ' "",, ", "", ,',,', , '

We woiIldpoillt(),ut that manyed,l?ati()nal illstitutiolls have adopted
policies "Which are designed fuprevent abuses !>fth<; patent. system
and, which provide for' an equital>1edistribution,ofbenefits between
.inventor and parentinstitlltion. In many instances provision is made
forac()Ilsiderable Jilortioll or all of the royalties collected on .a patent"
able inventionto-be-utilized in the sllPP0rt of further research. In
~enerallthese.policies are designed to pr"esllr~ethellns.elfishapproach
ot the' IllvestI~toLas,well as thepublwspmted philosophy of the
p.niversity.--',' "",.:,(>,':c __ .", .r. _',""_' ,.', _,,'

We believathat' some of the legislative proposals now IIl'der .con
sideration do not provide proper recognition for the contribution
which the illstitution alld themvestig",tor may have made in,apartieu
Iar instance. OnepropQSalsuggests that ifany Jil0rtiOIi of the sup"
port has come fromFederal sources; patent rights may be assumed by
the Federal a~ency. , Yet the particularresearch project maybe the
culminationofmany investigationseaJ:ried ()nby a scientist or his
department, !Furthermore,' conceptsdouot usually emerge from a
singlereseaJ:ch project but may represent the product of many investi
gatiorisanda great dealofstudyandpreparatIon on the part of the
ihvestigator.We believe that it is in the ,best interest of the public to
make certain 'that 'contributions of institution and researcher are rec-
oghized in theassignment of patent rights. .... . . -: .

The colleges of Bharmacyhave .aparticujar interest in. r~e~rch
"Which is relatedtopubli<j health,inparticularthat ph~s~.of research
which 'isdirected toward the development of new therapeutic agents.
This research is often ~upport<)dby, and/or co()rdinated with,research
conducted by pharmaceutical inamifactprers.,For ex:ampIe, an in"
vestigator may synthesize a new drug; but he is rnnially.iIl noposition
to,carry it through-the development alld prOduc~ion proCedures which
areneqilssary before it call.be?oIIleairailafblefor public. use. Ill. fact,
the university illvestigato~.is and should bemp~einterested ill the
oiLsicphaseoftheresearch,notin its application. Many departments
havA s.olvedthisprobjem by.·makingarrange'l'ents with a phar'l'a"
c~iiticalIIlltil,ufiLctlIrer for' the conduct ofthe testillganddevelo'pment
procedures.' "I'hepreliminary screenillgof drugs' is normally done
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.witho"t.eMr".~..bv:cmCh.~l)lW:nt·p·q,i'll,"o~~e,,;w .assistcinyesti.O"ation.\ltin
.""~~".,,,+ j'" "t.'''''''''.: """\.'~'e:"' ," ",-, '.'" I>(t ,...•,j.. '1'f' "ip'·"·'. 3"'?'~'~I" ,,10'
_\yylg~k~e~·lll3JT,e .JHy'l-CUJ,q,r..~1p., ,.(j •.or,-\Cp,flq...!l,..l'r'YN.,,~.3,SSa~,.q ~ ~ 1-J"o.oo'" \)}1 ~a"s !~llL "iIi!a'?2~.~t~.H8M:wiiuld "..e#r~wsseJi~fe
'. 'roj)afifir{'(,l[s,fcJ1~86" "kfi'v,~:~ '0 ~l)~~n:!.~: ,;;f°J5tr";~eID1i~?-l0k
f~g,~ !JIt"l"I;r"aiJ; '.~. QO~jt~f~q;;'l;Iti6#:lfY~ifi':1aal~;!'·;'''~J!;::D::;riie '{':lor
thnt,sh".f.dr~ s~'llen:: ]'g;'j?'".L'fu:ria'ti·l't--v~k~n'· vo~ ea '¥'lft
~~s~"~(;h:f~~t'.'~ tl~,cC$J~991; ";' Xfnr~~mw~~~"i~.t)gTB~~g~
Giirltr;;;if' '~UJ.Ii:"\.tO"w,' :r~ 'ei€;;:,~JtaJ~eJ.O' ~'eni5i'oXa:B\~):;leX~tw)"
llidU~ry3liffiv~rffi~ r~~ea!cil 'wlllCh' 'webefkte"'is,']'M;,siI;abl'~~~~<t:l18t
.•,,". '~~M'n~'" t, alth, fth br"U""""'" oH, ,c ,.,,",.er
~"flli};=~irti:itt~Gi~tPWfr"\~;\i;k~~f;~hl?;!J~L~i~"i'¥l~J~6ki11-'''~''''111 ,......,.,. c" "J""~' ....,,, ...E·'·:'tn··, "'~"
'['.'0'W'-.j~tPE.&.. o~!!,.~'1+P,~·lphe~+'f.r;qfl' 1!2Y~m;"f~n~..5 ~~~'." ,.i';." .. H§" ~c'j;/}
,,"R~.... ",. 0:~lB%'lb' ,HI' ~1"'Ljlf dC+.:·iBJ;All ~"1,~'!'l f~2"'~ '~a'HREW'j'" I-f.
some,.!\l>t~!1'o."" . '" ~!"e~~ ·.~J,lJ;WS.,:,+c,m )~rul""" :II,.,at,.,m. ua·~ln. .-\lfl.,\,-,

'Qi;a:{Qiii~: .:'lt~~"il1f@:liSftq;i!l;GoO"~r;j:tt~g,;: '~:ji; 'iiwt r.oj~6 '"1tit~y,~p
,.p~'miiij;ile,"'~ ';th' .... <"',r;;co;v~. ''n,Y"estinlJ}.~.. nt.·.$r ...h\.·.'.·.~.ii!Siii;... e,w.,c.o.n.'t.,.,...,.J1i~.i
!,uJa~g' oi·'op~~1!~~&l:O.U~h. tT!l),;1ji,~~~I~~2~:';~'iffi;tfit;1#it~t~

..W..S,~"E!Pl}, fj;W:Rf'\!1;g~lHWl"'t~~t!,to!~ FS~1i~{nt])W'~.tiPf.'Erpgf.1I",~ ~~@»!;;<Wt;~.ge

=
pPcn~~aj;lj)R~ tw:!le"'''I).4>J,\~t=,au"",lJ.mYersjj;u,,w,,-~J;1cthe 'lillu"*"t:l,n{1~
"""h:"~ 'F "''''''''''''C' ':w( '(1""'11/"" ."., ".' '!'

'.-'j .'t,.~,!i!R;~l!J'!lj;¥},%;I"!WIA~r.i'l\Y~~. ,%'i'?e •,f,Wi't,"'¥ll9:~"'?"",rl'l1,~" .:

'~1~~~JY~~r(\¥!J)j~~J~a~'t1?;ti~:i¢1~~g';;tti'i£~~~6£i~~;4'}~'(~')c ~ irk
.~i'r8Qll,t1\~fu~;t:f4'~?!n1;;~;~~'~'W~Yt!t~,§¥~{)9jl§;J~<~1i~heg:~f#
Jf§lljldd~l}Y .p{;~JtI~e..;Jlb;, .. ~[~~rr W-~»,?1~'p,,¥;~~¥~!1. ,~I:9.r-§il!){.J'l;J;J;;tf.hom~r.lil!i s., .In,ct "nvaw,.tu",l)l~entl~" ,tQ .or,nor,nr-plIjl$lfig",n:V<lnt10nS"H
tIle rese'a:'rdhlaj}oj;~tory·tt.£he'p'fiblic a:s~c~pl.etery tg~ted ;~g;;~~n~
"'{'?19I!%~"a~g~~~'{Wir't'l~,~";~rB-}stll'd,'I"'c'i';1}'~J'£'1!lf:f§ \,lJIl;

!H;;;;h~~;£~f~~~f~~;;~;~i~~~~~~i~~~~,'~l;~t~;i":;g"'" ",. ':.l RPL."Cflng" K" '". g';r:f),J-j ,M
~f., ~.:~1~!€("'~"'J'~";., §.§!'.').t!'i'j9!l;'Q~.~.·,:9 •.:g!l.S.. ipAiF.JiiEma.,i!Yd'lk oW...'1 j'j)i~
!u<l~,~e .•~o-@~"'"'" ,mesj;jfulS<.e""""·"~C"'¥'" ,q.r y·w'w.,'" ",.,.,~.!0" 0'"
, •.•. ,., c' "c''''''f ""'·"'f ....r. ."..'·l.. ··.''''~·,·,,·, ... , .. ,-'''''"· ....D.'~ ,'",,;,. <ORa . r- LJi)LMN",.,..s,tnat,t le·Q;il1 "0'' .eQUODt. Ou,nlvve,tp ...,1809,.1.
::"b'';;~'otRQ~if:;W<' £",1' 11;': iG:,'l~~)'~J;oJl'l1~tiitfamt-;(uOO:s:::~
:,,~~¥~~~!;~~'i,'iJii,~,~i~lJ~~~~'(~fi~ ;;,,:X;;,;j;;~,t'T";~~'~~;;£;'!;i~
,"AJr, "';P»O"'l'S. •4(,,'!/,,·r ,.1£0""me"," I't.,amQ.' """US"Ikl."*,,JJUt ;w;e"wffl'~"" ".' ,,,E''' '"., .. ,." "L""ifJr'""L'>'--'ll-"_""~ '~''''','' "'!w ,. '~''''''''''a
llP3Q~Wt~lN\'~jW"i£,.1'!'!I,1P'c!!!twr~115ll.\I}j;lJ1,g ,wm, 1.1Q,lW~~\hf1:,.
t~PPl'§]P-M'~I'iW'<%~trq1bftJl,t~iljl ~~rm~ P'J'PAAW.l')J'~1},t.i"1W"b' 83i,m
411 enator .. C LELI"'-N...IV. '!&~g,lJlsil',\t1!;s.l,lgg~~!:~;.Jjgjl,P ..§\! L@J]~l~ll

;~;~~'~~~~~~~9PJ~ig:J~§~m~,th~~tQ~fl;t~~;11'-';::j;::j;',;ii~&!7'
.fj,.,~~t§Jrc!~,~.~l)L~~,;:, Y~e-;'YL(\lhg:?~:?-"Yl:1 ~g~"i;,YJ~~'-iY91!L c;~~

~.fs~~~~~~~~i~~~tr~;~~~~~~~~~~ir~::~1?,~~
'" .PXla'n~;::llrrt4LELLA,-:N,...J,amrrot..@"mg..wali"",1l;,W,t",."Q""'" " """,,,,.; or
H.'!'i:;' ~,,!l:W""';N;"'j;'c,,'di" ",", """I'" .•"1;;" ,'c. ..,,"n ...., ·.•i;··.:(
""~&,1'·"rP!!g~""~;I'k."PI.c;, !1l), •. !'~tf)cllJl'S;r, ~";I}11"S;1,,st. g9Wgf te;§.il\Y'I·:'\J'i\.cato..
P,,"',dn i> ,U'1S$,b ,,, ,~1¥", Yom t"e..ruooper" ang!ffigp~".X ""H,..!l¥ ",""'''~
""" h. t;;'''''-'''''li''''''' ~Y"r'"c''' ••.... '\ld"ll'" "., "~ .•.,"",..
Yh*c'b~.[,,~Pll"YJ,I I ~l!eKl'i,tJilt1,jj,;))~.).fP~ ... i,~R't,!'I'PI-',e ....li,~1h'!1~rr
t.;,~~.il:.:'i ..... g",."or,,-tl.]}~!;l:~!'h!'o~-'j,;~ ~E!,g~; llil'",S.tfl?(lS§ cmtq,,J;. I$;:. J¥.'l\~
Q:t> " ,. - 0: ffi ~ c::, nfdt'--j .(We . .." t, e,Il"G. '>L .t@:r.~.,wascan~ .. .I!,-eH-, ' J
r&<t"~''f~) !e~ljf,"1 tW,s ·~~1f~';:fwe.1JQrV:"'t1ian ';~~~".lm.)~, ...LI:L,.,~cf, ... ,iIJ'L....... h ".,1I''''''''''''''''·'i *.,., ..... ,if. ... ".'
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1511'ril&dil'led 2sih t'lla i ~W rif'lii£fljjf~ l(fmftl'bJtf' Iof'lt'fi"''''' \ftettf'B'.(iits
couldbe rri¥a.~·:,,>: E') J .. ~1.7~~ ..a;;:~ ~\'[~:j'L,q l'.:; :~.f>C;-,.;-I~':<"::l1in':-"l()'~ T;)S~IEJf,~'_:s:q
;"I;ll;jn;'iio€"q,.,V'.i;'.M \'0'" B"~ 'b'i1'lllt.ibt'J.lllilrU.';j""l\:"Tlltt 'j""i"''''f~ 1ffed,wf""'J'v,' ,p' %\.; ,','c"g."Y CF , .., 'c n' b,,,,,,.~,,,,,.,, ,.,l!I"!,,,.,P, "',"
t6~ lttelliy Ei'il<l8dphYahoufit:~" "~"'h""J"''''~''''c',

Senator CQLJ'!!'i;''f,,Ili>ty,e,y9\!. i~i;~ii%'!;t{£~jU;l>~O~Di~'@lg
before the comn1itte'Ef~I .. "--~-L··-i "~'.".':"""", h h'j,~~ '':' } ...,:"'..:..J.. d::',cl...'-r.0G "\.".;"'J:i:_t~.::""_.;

Dr. SPROWLS. I think, sir, that thela\\~\fJ:~~il:id~,ft,aW~WiJf~jffi26
in this section is somewhat better. d'." -:'J.,,' i, ,Z.'£.' , L ""',:"""'",

,,; f "~hht6'f;Mtei;ljll'il-f. ''T!\is'ls''!il.f t1i',it'fi~~ °iJstbg,J iuttiilIucgdYu ,
~~:'~t-;·1?;fJfb~Y!;:$,~,:·,t~S::,.-~~--:;~L~,,:.~.~;-:~p.t;:~~'_!'~ ~:::~~~;\ .:-~~~;Y-r,~'?~ ~ ~ ::~-t"~:_[~~ s: ~_'~_~l;.~,:S~::
'.,Serr,ltlH: Mdetit.UN; :ni~vefi'&1\'itd'al}~p.J?tr.r~W1¥};,\~:a'tlfgt~W;,''t'm
would su£ge~~ tIM> I~n,gua"e lj)~ " 0, ,. ,L .' ',' -"',' .';' ",,,

" D~:'S\>R<:"vLJi;:rtliillR;'th'eJa:fi'&i)a';{i;; S':{f326[{S'~, , )W""" I,,'S'" _J l' "'M-~r;;.' ~ .~. otT. '4,T:J:;>'--...,b ""~ -, <~'-" <'l"f[! '1 I' ",..:,."
f,-jD~lJ-ThtOl~: .:C\:,L:mL~N.: _-\ o~PAe~n ',b!.l:Jla,g,..e 5. 'f~" ~ <~ r ;- L, j : ' + '''''-~~"",_(",-.".,~,,~

Ji'8Ilt~U~Mi!C£;i'2'£J;;@e6til§R'ij); ,,.~;;i co ~£.... c,' ;::~:;j:s:;";;;~~i;;
Dr. SPROWLS. Yes. I thin!> i,tjlj:IDOI;MI'P'!l}'l"tw'y, ;; :'':',~; :',.", '
Senator McCLEL~AN.'Y1)~'\;Hinktl\:lttla:nguagg'j!ili'ett~t"jl;Jq;;J#~r,

ahl"to..tjl'l,S,Il.!1l'l~el;tIQjl,.se\<tw.n\4giS,l8g@2.'.rf·' ex. 'i,",:;~L;l/ '~u
,Dur? Sh6W£s:'1"tl\'ihk tHat fti~it~jferal' 'it' 'jS'gOn1~,*'I:\'at°nfore-unuer'

stl1!il4a,bleO,'J.UH,1rr "'0 s t ,r1t'¥"j,r 'IT fTQ'r'~r(I77Cl. ~T.r7M77 'T'
~ftttt6rM'<fuUJiL" '" .Yf>~. m'i:iy v'c '4I'ffur~fla:t. "1 ~1f1'fltrn'tl1'Fg%e

that. ~fuW"J'0<';8", A'fl fr"'vD",blEb
,.J,:~;;o,ulq lil>"., to. get-an;):}SR~.i.(\.~SlH!gl)sti(W8TtlJ.at ~\!A.gJj<;,s h'l-ye,
l;l' <ilt.'ilS'e....W.'.'.e..ml"ll'.t.' '.y;;r:·...'.w..n. "v.'.eflt.J.:,0l".n:'et.f.l.1iI"'\v.Ii!l!h .'.Ui'eCllh.ic.ra.'h.s/f"';"" <esc: g " . '5, '1'\"",-, ,., v.$, , "" ,g T" . ,'·L ," """"',"
",~),il\l:iIT\W'i!JJ>\tclYp;Qq@I~e!lrS. Q~iifg1J.l\~ejjtiY:e~'r; ji!!t!l~t]laIl t'ai!cdlfl?
pli'slii'r'fu-L"diat"the autnin''W6ul1l''like'to"a'cc~lrl. illh"of'wMet1ikMfif:

itte °io-htJjket. ceo ..-,.lifib,... 'r ' .':-:.JllgiT~qO-'::' D~Lf::', :d:i.:·I,f!lT1,~"t\£(t:J

J.W"'i~Wj;"'fjlflitn, d(\'ch,lj~.l\''tGJ"ew"\ff<f'lilt'£' fJ"sa 'Lr\xili~',§iil:Ji' llY' :f)ll
slllih [ltiNa'\f~L 'D/;·I!i"¥d'tiP t~ "tjj'l~~Qfi6" tlraiT\;.~(wllist h'iiv¥' trrt'grlt~" .\, uo. ",n",~ ,YrJ, "~ .~~,.Y:..;. r~· ~--"." L, ','. .~;;,- ''''';_' " ,-.;. .-v,-'_ '.',' --..... y.u;" .. .;,
ahle :l:rrangemeii.t of soih"eKlua,tore;;o'gnIMtll:rt 'Triaift'doiltributiAA~
haye h~enrnacl.",Hl th"Avp;ra"B,rnVffi1tjQnTlw l;nJ't1t)1t,lOn has,.mat'tll '&'
't; 'if'\\' ~tf' 'n:"!'tlie~., 'iie'til' r"Ji~\iIlJ'i'ia,j:51"qilJ\:f.·· 'bu:'dEh" B~''{€'F~aehl
~llildttid ~~§eiJ:t 'i1i~'JP",,, ~"U\I'Lihc'~cc"l\.t~r~HL"l~?"n'It'f{:t ',HeJj:@I~'P I) "Vr.!\,PI\l' q.",."~,~..,,,,,. '",-, ~ "C'" R· l n " " ,to b ee cI'si·'~'LNr" h . ',que' av'1'ltl'ien't feli,e" all' ol''thl\'
dI1fi~~~",~HhV",~€,~C rlitkd,lw' D?~<;:h.;il'fh\;n\~i' I'e'B"e6'(,c'to
J3#i'i1""fi'iilhafiifvMili6h't6'lh~~ltlm:l:t~X':'Ii\{s''tju Iii LId .: UK'")?,, ii:

S g:J r: Me.~ . ,H~", CD? 2,". 2:,,13')"""00 'Isbn ,1'0<'8ena or C LELLAN"T ,a . ' _!]'.~ Q.+V .;. ....~ r _",~ ...
Senator Scott, anY'qfiil~~ls.c "i~i\,;!j~",]I''t'U''!3,,8,,~ ,,' ,,,q3~,!

..A.seuatQ:A~cow.:T;Oi.3:N.Q,1Eha'R8ilg.iil.u-estio,Th.~; ,3!:E~lii ~'1I ,GR,A WG3: 'S.;'? :~'.1:'!.:M~t:,,_>\.'r?'
TT('.8mIat~MQ@I.m;.&&.,"SeRat(J):m£ur:dI:ck.a(ii:tt2; 0'1: '1:'}3:,i2.:s:2:' E'Z:l'77 ,7r":0I!':Z

Senator BURDICK. I am quite amazed at your statementi,q l'1>u'ffiy
~~l!dL'Ij,]lPc!l",,"whl!t "QiYiOt!i,jJl}l1-k1j,,)lhilfl!lgJW,Yl~, '" ,giLT,l" :J: i",,"rbCi ",8 I
snDr; SPRUWl1S.9~¥"l3Stljm;~I:t::J'1&q;:Ylq l.Euj'J'~ji£1:3JiIi ''1:-0 bJsfJ ed:; Lt:t ~'\1~s:~.rjj;_i~~:;,:S'

,nlSenM,,,f' IfultDre.k"("onrrlij.'1\l'ii'<>l1'3'1Plla\t"JI7W"\'lo1'1ltTf M } ' tllaW ]'ftilJlW
#t~fTs "Ilt;'Tbr"prrmiC':if{e'aitl1"'ffi (j'~e"R nmd~, 't1W1i$~e", ~Ifbfila
p~§n,g~t~il~'~wi{IJQ;~~;~;~I~~;g,~~~~-i~~~,;~;.";~:t :;;; i1~~~~'~L~~:)~jB~~; .~;::~~~ ~b:{~~r~~~" ~.!~;T,
.?;:-DJI..;: 8PR0W:LiS~{-a:monft belie¥elth-fi;t~Isa:i:d-.if:J:lat;rsi"D-S~~:?'9'1~ £::1 ,,'}::)i?I ,t :9,1::/'[" ':,;J,
ac'i'l~h)\toP If&!llifBK1"Wli'W ~hliii;lis'What;4i~a;.1'(1!lJ'rl\-i8l'sJto"diffi<itl' 'eM"
<le'X'ile.\1\£rt1'l~ilpj1'2Wa'ttbd2 '6,c'UbCl'''' os,i,. "ii] ,?"l;£":,,i; ,l" ll01j>:,~c,("",
:~D ",'~: i;ii.Q~;~:IDIL't,liV ~'1~ ~ti'l<it)§'[id!i1U't,B.;jf<l''Msla,,''wo.'P'8",. .5. $.".", .. ,.,., ...",..... R , "J~c§;Il.. "., .. "" ... ,. '" §,I! ...m.. ".
oomtder[l;t>Ofutg,i1ie:d'qnclsJsPt'l1t IDWt]lli[(;l1!)'\leWlllli>nti,. ,C ','1 . "",,,,'."t ,)::' t0,1
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~ellator 13URt>ICK.I .said should have exclusive rights for the .ex
pendituro of Government funds on public health. You sayno.

Dr. SPROWLS. I say we must have an equitable arrangementwhich
recognizes the contribution made by an institution or by an individual
or e:ven b.rasecondfundil1g'~gency ... '.' .: .

Senator BURt>ICK. Even ~hen it affects public health1
. Dr. SPROWLS,. Yes: certainly..
Senator BURDICK. That is all," .. ,. . ..' ..'
Dr. SPROWLS. I believe that ",e serv~ the best interests .o.f the public

health by making certain that these inventions come ,to th~pu"lic.
Senator SCOTT. Mr.. Chairman, may I make one comment here with

all due respect to my colleague1 . ,.'.'. ',. .. '....
I might point out an illustrationwhere the Govel'llment. spends a

good deal of public money where the benefit of the mqney is not con
trolled by the Government, where the Government-has very little to
say in the final analysis as to how it is spent, and that)~ in the present
poverty program. ',' ." ,.. , ,.'".' '.,' '., .

Sellator MpCLELLAN' Very well. Thank you.
Mf.McKiel' ", , •• ' .• ', '..', ••..., '

,)Ifr. McIGe,ple!'",e identiJ'yyourselfalld then youmay proceed.

STATEMENT, \IF EDWARD F. MoKIE,JR., OW BEHALF 01' THE'
, . , AMERICAN BAR ASSOCIA.TION . . ,

Mr. McItrE.::I!'drEd"'~rdF.McKie,. Jj:.;ali attor~"Y itl.pr~",~te
practice in this, city. lam here on beha1£.,o~theAmeric~nBar
Association of which I am thevice chairman of i~s section on J?i1tent"
trademark, and copyrights;' , ' . . . " ' . ': ' , ,:.' ."

I do not appear here 011beha1£ of ali.r client, but rather Dilly£01'
the association in supportof the beliefs whichLhold in common with
the association asto what' is ill the best interest-of thepublic in this
are1:t; _, >: : '. ,:: ';. ,-' __ ,',' , ,'-

.Ldo have a printedstatement, Senator, which I think .r0u have a
copy of. I would askthat it be printed in ther~ord,but I do not
intend to read it.. I wouldprefer rather to hjgNight it, , .

Senator MCCLELLAN. Very well; your statement maybeprmted
in the record in full at this point, and you may highlight it and make
such other comments as you wish, " ' . '

(The prepared statement referred to follows:)

STATEMENT OF EDWARD F. McKIE,. JR., ONBE:s:ALF OF.THE AMERI'CAJ¢ BAR AssociA
TION, WITH RESPECT TO S. 2326 BY SENATOR DIRKSEN,. RELATING TO GOVERNMENT
PATENT POLICY

I am Edward F. McKie,'Jr"intheprivate practice of Iaw InWaahlngton, D;C~j
specializing In the field of intellectual property. I am the vice, chairman of the
Section on Patent,' Trademark, and Oopyrtght.Law of the .Amerlcan Bar Associa
tion .and the, chairman of the committee on 'legislation .or that "section. "I appear
here on' behalf of the American Bar Association to' supplement the testim()ny of
Tom Arnold, now past-chairman of ,that section, delivered J~.thfs' subcommittee
on June 2, 1965, in respect of several bills dealing with Government patent policy.
Atfha.t time.Mr. Arnold explained-the reasone ofl the.Arnerican.Bar; Assoetatton
for opposition to the various bills then pending. Since~hattime,'~~p.ator.D~,J:k.s~n
has Introduced S. 23.26 which is consistent with the.belfefe of the'1\.inericanBar'
Association as to an equttabla-and 'effective Gover~ment patent 'PQlicy' in' the
public interest. We, thereforec asked.for an opportunity to 'appear ugatnbefore-
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this .subcommttteeto eupplementrthe testimonygiveiJ-:-by -Mr. ,Arnold: OR: June -2,
in order that we. mightexpress our positive 'approval()f the 'princip~es embodied
in S,-:?326. _.','_';._:_ ,'.', '''''' .---.,,': " " ,'_ -':; __ j

'To' supplement --oIlIYi.beca~se_Mr~"Arnolds' 'testimony' -ts as', well 'applied 'In
favor:of-the'distinguishing'characteristicsofS. 2326 as .tt-teegatnst certain rea
tures of the other bills now being considered by .thts- subcommlttee.c The, prin
cipal features. of.dis,t,in~tionbetween _S..1809 :(McClellan;) ,,'i\.ud-- S.23?6, -us .em
phastsed _by _SenatorDirksen ~n' in,troducinr the, bill, arethe following :

(1)- Under S~2326, no c~ti~~n o~ the U.n~ted· States ,COuld be deprived of a
royalty-freeltcense' In,any .patent.ownedror .controlled.by the -trnttettStates'i.aud.

(2). ;l]nder 'S. '2,326.,.,the' .Governmetrt .can irequlre -e.nfntereat. greater, than 'a
royalty-free license onlv.fucertatn. lip:rlted.si,W.ations, where the publtc interest.
justifies it. ':" ::" ,-' ,,:.,', .' . .-,' ,c'.;', ,:,' ,. :", ',:' :,.'; _, ",':".!

~efe:rrfng.ftl'st.' to -tiie' second "feature of ,distinction; -it 'should ;he'recpgn-iz'ed
thatnelirly.,ftlVgovernmentalresearch:.and 'development contracts .may- i!lvolv'e':bi
some.wav the, public ':l1e;l;I.'lt)1;; welfare. ue.saretr.. :S.,,180,9,oiIl :i t s i:r,~uiI;ement :for;
acqulsitton. br .tne oovemment or the exclusive nlghtaIn any.irtyenti9;tJ.;,ma.de; in
"exploration into fields which directly 'concern the pUblichea~t.:ti,;'\.Vylfa,re, or
safety" therefore. r-aises tp.e str?llg p?ssibili~y that ownership bJT·lth~'!J()"v~rnnienf~
of.the'rdghtto exclud~;thepublic:fr,om)the:use or-most iny.enttons,-made in:'Govern
ment-sponsored,researcl1:would result;;, Particu:larly.,W;hen jt,~~ appr~iated" that
many" iIl:ve~tiO):lS'N·~,·lp:ag:e" as"bypro4ucts.of. the;' research,:being. l,Ul~~rtftkeJ:l'-,.:and;'
n'otM the"ol;}je~t:Of:thJit:~~sea.rch, i~.e ,teslilt.,of Governmenf.o\v'ne;~shlp,}:h:"stich ,a
hfghproportion or'eases is believed'Irrequitable. . <, .. ..:. '., ,.' .-' •• c';: ',-~ ." ,.

The most important distinction of the'.-:Dirksen,bUT,'.!however,!' t¥sides! fit; 'th~ i
Ilmltatton .whtch'dt 'pr()Vid~s on-use 9y"the,:Governmep.tof the"):ight to -excliide
gr-anted qy: ,Pflt~n~s., ,::~hi~,li:mitati(l!lci~'fou11ded on. the '~elief, thattthe. G(;rv:e~ll~.f

ment'should never' be' permitted to tak~';~~e,~~clusiye :riglI( .to ,',an _ll1veRttq~.t9'r',
the .pu,rpo,seof,~xcl~dingits cltfzens from the 'practice ,O-f·t,hfit ,ipventJop: :".l1atp#r;:J
In theteventdt/taltes. that' .rlght,' it .shouldtbe onlY',>~or ~he 'purpose' of' pr~ve'iJ.ting
exeJ;Gl~e: of .the,·exelu.siQnary: right: .to: Impede-the' rree .use. :of:the~;in:ven'tiom,by:;
any' Citizen of the United States. . .0',:<::,/" ;>
;~T4e:: sQn~,eqY~llces .. o~~,Jb,e ,(.<!:oveFnI?:~11!t .i!P9u,ir i:t;l,g:' a lld . ,entqrcing ii~~iJ;LSrjts

crtlsens 'We right "to-exclude'thave-been well .brought' 'out "bY.l\II·; .A~nol~'a,nd
need not be repeated. However, his point that the patentrfght.ds not:tl~e i{ght J

to use an invention bears reoeutron for it Jsso setdomapprectated..<It",mmitibe
realtsed ;tJha't, norrrtat,ter:i\V!hp:rtakes .title1t();the,pateIlt.right,s 01l:inve,q-t-j.0lls:1.uisiIlg
froIll .Governme:ri~~,sponsor~d.I'esearch, ,th~ q.ov-e:rnml=mt Will,llav~ the 'night 't..o,use
those, hiv,ention~., :.~he p,atentriglit. caJln()tcont~?lthat use:, th(mgh'tt' :Call: eon
trol 'nso of ·the ;iIi·vent~on··by' nongovernmental tenttttes.. Its. aCQUisitiori:,'by{' the'
Government: 'Can-gtve '-r.is~ t,o·Government' controlover 'Pr-iyateindustry- 'to -au ex- '
tent nO'W Impossible unless the implementation of that riirht to;e:x:'clude:1sDfore-',
cl9:sed.bytihe,:G:.oy.ernme.nt.,:.- __v: ::''-''_:','' ;,,:' 'i..-. ',' ;"'.; '::',"":",1;;'",.:',.·' ,
. 'The,',Americl:lIl .. B:ir'AssOciati'on '~,elieves. th,at, ;S;' ?3.26.is .i~ a,c'~Ord __,\vitl1.J)riJl:;

clples which 'It-believes are'Iu the 'best Interestof the public. 'If 'therefore recoiri~· '.
mends enactment of -that. bill;or·~t-least.. amendment of K ··1809,''in .therespeets:-
by r\vhirch;the nil'lksen bil1differs theref.ro:rn", .. ::," ;"

Mr:McKIEO Thankyou,siEOfcourse,theAmerican Bar Asso- ,
ciationhasaIreidyappearedintheSe he"ring~on June 2 jn the per
soI\ pf T0"P- Arnold, who at that time was <;hairmanof purpatentsec:
tion.,' The reason for requesting'to'reappear is th!lJtatthattimeMr,
Arnoldtestifled in the negative, essentially, with respect to c~rtain of
the bills that were then pending. That is; he criticized some, aspests '
of these bills. "

"Til the 'interim a, bill has ',been'inttoducedhySen,atorbirksen,S,
2326,which is the other side ofthatcoin.Tt is the positive approach,
which is based' on the pririciples' which Mr. Arnold expressed. For
that reason we asked to comelJack aJ:ld~xplai)l our re,,:song"fotbeinj2;
in favor ofthe Dirksen bill:' , , ':"", ,,' ",,' , . " ',0

There are two 'prime dill'~rencesb~t'Ye,mflieDirksenlJiJI311dS:
1809,upoinvhich of'couI-se it was prim,,:rilyhased: 'Th()setwodifc '

; f.i .. -- .1 -- ... , .. ... ... ... : ) "': "); i ".
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e ~ '" r".fJ,Oli, ,~ll:IjlI'~\tRtI~'J\!~"pJ1y'tlli"'J ,'\o'i,:tb 'li ~jIlfJ[»X9IV.;9~O'lV,q9rB
.'gL "iI1~" q-lkm-...P.., rlg*lt).[{-J .J:{lro,?pat0XLtr:ll'!lg~ :1lB.vJnt.hrl~lJOO ~JlJINlerr)hftfW rri
e'¥emoi;W;e'~h;rtkItJh",ilJthe''GlJ~eJ!h1ll""jphl1S,,"o ',nool!ietro"Jl!J:avsItl'labr';cg:ht"
to. exclude . .~:')jfd2 b'}tlnU 9!fJ 10 f!';;s:jjb '!JIB

a",' j'~Vffil; "',jf,l'I'''t'1.o" 11/(" i!Wi"i~l11!' 1J.I9 Hfp'(fJ7;>i' 9;l;l JO.J'.'l'II,.'WIl9'U\\Q. ftItil•
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'9IMl\rfMtJKIfEfl6F1iat<,Usroi~lrt? 03",i j110'.t notatleqe'r arnsdr nolauevnl no oen of

~Sei'!IlI'~rj~EB~~c!lf~i'l'FJiW% '\\fM;M:b\1.1i¥!f'i.Aflll'~.'tWSlliP ,'''dd beetlns-r
9'1\'''''' ..' "':'. ' . I T"Wr 'X'~"~'¥n~lB;~'fi~ ;dl'.""'~9'N)f"' "f<().'ll't .. ~W'T,~,~""'1

gJJtW !IC" " ,otrj' " 'jt,\'l~ ~\ffi'ir6S n'4 "g ~,ffl -!lrtl' .~ ,~fl\\;.rfJl,~4J
,maw!),o!· '" ~F~Jltl;~]llOIDJlJlUlllJ1~,IJlr; 1m ill q;f'WIil<l!§\'IHl\lllfJlijJ"'U l!>tl

ibsh";"ld ha'WlthlJJnigihitoo'exillttde-, It,,,d,,trheseam; relSl!> emupl1eh"""ecib!1J1')
th!6(Di+M~ti')biH!;t" ':lJf'grI j'nd.i 1'0 nol.trorreruelqcrf 9d:} 8.B0'1mr 9fdfB,p.,oqml V7()f( :H!SJ

d,tAl(fllltp,r"MR:Q)PJflL~>Yr[,l1'tai!1.!1rl~S~;¥'\}1Jdt4i~J9Il§~'t~\}~'~~&,I\,1@$~~'lJ"
lfig®il~'f(","PJ\OI'\<l tJlfu'myf/!l't ,w-¥,ftllit"f<jm,ll m,w!'" .<i'9jl\,<lY;llt,;""""'"~Hjh

aO"",rmnBl1tnl>'cI<iS3.toi'llomlJ:!jrulbitwlJidB1Joo-JI'hutffillCOOitJi&alt"""""",,,ln al".""
tel' and says, '<'Wewant you to con'e'e1>'t1'lfIIie' oW'lf,H'iS\i'd 'W'lj!'Wi!J.f'l1i%!Iyr6Ud

a.<§\jtlltrlll1;1!J: H-ei'e9iS1th"'Jirlo;ae-yrJo-i\"<6)wiHifi=~e}l.hJlj13'PeiIJiHwJtat-J:16u

~ lIillQihy<l:ue!\n<iI, i!J@tWlgitlllllltl wj,1lfh~rMOOti\Gil"!Ji.Il(Jbhe·rt~eatm~mi:l<>i.o
tb,i§,pjlili;il1;Wlllldiffi3J$~m-I;thw:iUk>" lIJllxinetfJilft! itd'0rhr ,b!orr·rJJ. [[foT 1:0 rr08
,'jJ\l!h!k,thatnitJl31JiJtllitiilJil ,Ql'jthlJ(trJil'hJamin1\!'tiJi\j)iQ~j\,'hQu~en<OOe~,Jth!l\fl' 'JIM t

G:!J\'1~mmffl.lii.J]J)j;t;tjMlr iJMwn~tiY[i"9tbl>wvi~1J[Q)lfl1Ili tliJiliketlile,G!oYt\
e~nJ'il.'1l!\t tJ;J,%l?sh(mllsi.~1\ll19thI2P4mlW! :~jjihjj9q fmIlJ 010W ,tEfft amd oIlI

Mr. McKm. No; except in limited Circumstances. ,aflid oBOrfJ 10
,ESWlo~riMofC;Ij~I!Wy(D'JJ'il'!ll!iJ(I;~jnlr j@~<pJJiyJ!l,tll"iliJcJ;omll;<mHl§l"l1lI1IJi:t !
,fMflO-M"i~iJ¥Il,\; ..w.iiti~rigJ;;ioS(jljJ,!lf1Jol"Q ,;r)thiMJf9ujffh~1reMllns ,D¥GQ
'r!!3~na,toI1l8¥~"lt>fu\rNJ<,E.Y~1i J!hiJ:1>ghe~aG~l'\'l'l:'iiin~nt'~Bl'tll'!jl~y fPJj.ll'h

fQfIiIM <rt1ii;;lI08B9~ 'Iff0 jj'Riqxo hrrIl iOJld B[[fOO OJ ho}laR ow jj08£9"1 J"r!t
--Mr. McKm. 'I'hat is right, Senator, T wQJ1h'i ~1'!.1i®:l}J1h~§i~Il,ft;liiIaJli

t)gsJifijJih~lrrYgM~lmlJfl.ff~g()foli~igl1t}tilM$~(~~V;>nti9l1lti'i!at
w~i~~libo\lJli9aaJh'C!PJJ,q~<!s,g"l'jn,gm'M'\je1w~r[k~p~ljJ\l~r
derived out-ofthe discovery of this illvention, .
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j 'l§lJm!"tp!J~W~" .1i6lPn'hlffi~l1l13 ,~h-'tJl~J,mtllflllYi't~§~imoo'l~~re
t9;,Plfu q'llly'1lfo',1 ,Nou.~'lJeJi fill(I!F'1~:%Allr~tP:l\lilr,ul!i1JllN3'l{Sll:~@1l:
Il(&m~~'¥l ~t>1!'lfl. .1iIi'it~Se!l'IW <i-\lmty,~~~rlUlllgdot.flij1;~,Jt, fWqI.&lG:Illl:r!l¥!Nil~%
:wJt,~IiYIWi rml¥gr1tjt.9'J~}l'1¥ ~t)}~IlQ'WnlNjk1J5i'f 'M1:<l- !J.JlWill:efW-\3lit.t4~m
IS no benefit., . . ,y:!l£iJiIT,

SIi¥~'llM~n Th":JJnllU IHM.'j;,h'l"h~~P'lllto>i ih!>.<~J"mfu~J¥g·rJfstrlliak,
e~nf1t9bn9vni~!J b9Qol9vob, orlw miJI or o)jl,frso',liO 90nO'wl9'r,Q ooiosb

9S ~Mj;p¥r'M,;qJ" LfiMI,,.AP ~~rJ1il'!ftj'flf ,j;ne)Fl~ :!lillg;rI.Im<I>:>'M .7M
r. clGE. es.. .BI)ie '.l9rIj'D 9fIJ or 2bnd

Senator MCCLELL;\N. All right, .sd V"IH JI .""".,.'" IDDM To,jJ},(w8

B,rrMrnMP~I!J1I[ tIrr.!YlWlif.!~ili~,.Pfo m~!ln¥gj~IWJJ~j1,r:Rl,~IlJcl:ie, ~~P.if'cd,",IJl;,!~~I'll,t
Wt1:1!fg~(J'l~tlll~ hM'I,"Uill\.~fl ,oy!'P!J)fI h, 4iT,!~Il!m'l1:~I',j;ljlI'1>I,
~.cW!'{l!dlFI ll9!;.o'} illa,mtq§~ij 'I;W""'HI<\f' , f1I 'il'!;'!J.E"I;l,tI'j;&~",s.elI.' '
inventions to com.e to use bYJ/1~iBH l!1,c;brM !11m,,(&'iRfBollbYJJJ9vn i Sf,fj
J~e¥~'f1'tJ3ng, ,!!Jl. §9~e~Jh1lf;>~~tlJt;~fiIll1~t\1mlr~1~Jjr~9f*",
'l~'l' e"~ ~lNF~Jlf"Srl'if'l\'l' 'f,"f"i"i,t J'tll 'tjt'iJ %H),.,R ' Hili~Y:!t'l:Ji'lt~>
~Jl:rPilJ!iRJiI',g tlirIr 'MS'a'lfIlIj-q)J IWll ¥.!9r/illfl J'! >Y'1!),tl2!i'S,"9./il:I¥i91R~
~di.ffitggl. > y,,1\!fip )PiYo%ll\!!JVlYlt,~~nB: Unl.9d,'J 89hivo;rC[ ,b.9jm,j8fJ~i

1r~J1"rYl'!i'ld ~~~'?rmlmiYl'll.uj>llll>i~t#mlf ":illJil,IDifllbi !H11'1lf)!j{
~lJl'mt!J}~<fI . J,J1lhe.<l'I.@;1lM, !.'b'lJ>'1ll'd\\,filf, Jilm\~S~~i;)~?ag,WMn ,!lNa

.. <Yro' ,w!' V!HlOJlilrlMW P~~8:W1j ~hm~I~JiiIt.e dtAW<'JI· 8'11:;&.. og:~J%~I'1ffi'¥~~llHj'~q,rnI~\¥fv,I'§M9;;,,"gI'fI'J!JiUlJl'R(I-r~i~j
assignee. .nshi 9IfJ10
Js&'lrWfrJMcJHlJE,~,e8 \!J.~IfIJ),llgr~I'1J11.iH!llW'lls'l,\lrtJri~"I:rml'~~Jli!te
<,Ji'i'r1\~lRJ.nwl!t (~bt~~ 5O\Iil<!!B~S-glriOOv,j\ i.I~W/l m'!l'JIIl.! <M~J''!lYJ'/!W jlfu
made and it is patented, at that stage'i1:9W/lw<;l,JiiW'lllH ~tqtMv\i911~1illIl
ment should own that patent, if a.llrij·tlJ!'JmJl'1lstWg!i\i~JW'¥i\~in~elit
wM &l~.ws~fl\l"lli'll"n ~rW'IblJ:CB~fuWYB'IDindH'WiWJ: t.l:l:1'>!I@l!'t ,'1'M'f
'W:'f>J"'~JlMl@(!5Jm:!,j;MIlf&~_ 8fflge8 Ji lJ9IlJ ,.Jrremqoleveb BIlJ 9)jn"nW
.'~B""fIiI'%t~gol¥ I111ll"Jliillf!i ~!mIrul'cJilJ~ ei5l~jl%JPJJr~l:"'~~f}, s!l§>a'I9gSlilJ!il-lfli
But from there on there has to be risk cap,~ahl\l!Jdl!lHJl§l!;I1l11!i\\tMrrh!lfu
b'¥iJf.Jt§~ti~~\htJ:Hhe!'flIi€l1fHflJlbji~lMlQRrrw,~WO,®!h,I%ll@,JN!'~MlEPe
~1l!¥hlJ'Wifu lfII:forJlZtiile@gDII!le§!lW~\lP~dft!¥A ~\lM'ljj,D!\It~ Jr"nI iIlfurllll'il3
!1l'!~.x!}~!\.PJI!.M'ifAi!J:reW:!!§lBmlj.JMB:mq T.lJ"97)j ot rroiJi80g!l rri q8r-rq'retII9
eJ:j~tm8'll,j;(ih,ft¥;jd'i'i911',~'i&f1"WJWi~"%JtJ.<&w. II<Jl!lJISjII~!j,jl:ld\Oi¥l>ili1:

have the facilities, then, why shou1dn't iJ;;m~l}llfl!>t.Yilf'j;mlJjllHlW!l~
WflS', ,j§IiJn,,~ Il€l'lID?!li tffi€l~tllI%rlt§£r1iMr",1Jm r;wl>rttrt@\'!li"IlIttdMn,~W'
centive in the way of a license for a.!l'~'YJI~~:l''l'lJTiil~l}!bfjl<;ltIiljlJllnq

limwe .fpl'>ll!Ici'lWmlcft\!"l~J'!!lJ!fu:¥~~<MJljrrIclWrIJWl!l!!©itM !W~JiIj§2to
'<9P".Rii'n:wIiB"~!l!llfii'OO ~lllil!J:I()ro'lo~tm~dep.~~r",~o,l'ljI<¥.blJ!I'l:llJ'riljlJfu
tam that the benefit actually flows to the!IDlIilijli~ejII9 ernaa 9rfj ni 8"9rfJO
JM'Ot~<j)U'i%9 J8~Jm~'JlJll%'l'Jel'>I~Mk thiSAlYJ>1iJ ilf,~il)Jlj1:n .ffrllM:M ~!tMk

!Ye!'~l\'rW:I@,"ril,!!~ 'l!lIJII!~~tfl~j~e0;p1!~ftJl'r~"\'JliJ:%J'I!tI~'lI1"!iff![,
mfrmgemen tdPS8ltilJP&\flliltfu lJ'lillI'1i'1'biY~1§1}!J.lllltltllm!l8JjltQPJJ>8tlti~J
!l8fil'.l'!lJ\tY·JiWif*flg,J!.iEl'1il~ Ilfi}!JJilS _ !l<lfllIJ\y~ltil)gAfu'~1i®,j,:MfpW;WlmR
.~atJJr~~llP#*,aat!JWtkethe,}l~~S~iID:>tl~cbI;w;dr~ @i1ob~
t.'llIl<'iitlll"~~J;,,i Ji In,,rfJ 9'lIJ8 don 9TR flO,!: J!IS: .JIIeJng 9,rft JO'¥,9v£rf JIOY
'ld\1OOd}OO~~OW&lhI.h!i>~uki :!itlV:!l8W M~ltl!8(f!Uj~gv.tlM "t:J!lol1~~nml
tJ.ynjt'Jjl'fflAtt21~tl~ ~Jfl·Wi]!llJ1;tJoj;ffijljlj>}~j"1lJ1f.el\.<;IJfr\~ lliw a-rr 000,000i?,
,1,)l;'llill'tlWrr~flfi:J~<l#>q {ioIW,llJ1.UjJh~ ~h!'ei!J)lj"i:llg!l!iti ~tn~b IlIlotti\lE\llaifu
grantw.hllM e1JIlIer&@~Njl'iWg<mMlliiJJ~i"c'l'I/l>ffP1}~gt®/ttll!l91bNJ fuft<
Government.

54-400~65--pt.2----10
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·••·Mr.MoKIE.TechnicaHyIlO, Senator.iYo(, ;'V0uldinffinge a patent
but you would not be infringing1ipon ",license. If, however.van ex-.
elusive period should be granted,itsee1i's~ouS that. it is preferable
that it be'gr;lIlredto the person-who has an interest! in the invention.
in,itiaHy. .. . '" ., " '. ......,...... .," •...
:Senator MOCLEDL:&N; I would agree with thatrnr agree' that the

choice preference should go to him who developed the invention;
Mr. MoKm. Then 'I 'think'weare goingaroundthebarp. tocomo

back to the other side. . '.'
Sel)atorMoCDEDD"N. 1tlllaybe. .. ... .... : . .. ".,0

'.• ~fr. MoKIl'J;U;you:qe~y~ th~' rightorigin"'ll;y ';'Vjth'tW person';'Vhp
llladlithe inyentitm, heh':s the'most, jht"rMtin that invlintibri' Man;y"
body ilith~worldl1t ~Hatpl1rticuNrtinie,he is inorelikelytb bring
the invention tothe.public'p~<iexplbitit.. . '. •..... '. . .' .
, SenatorMoCD.EIiLA~.· I l1grM witlI that; ..• Therei~,andlcan.'tget
awayf~qlllthis?ap. eqUity on the»artO'f the public where.the Federal
~bVermnenttak:es'tax 'nioney" ap.d. s1i,pport~.in thi~·. instan?e,as .I
Illustrated, provIdes the full finantllalmyestmentnecessarYttlbl'l)lg
about the iriVep.tibil:'NOw'I think. the public has some right init; • "
''l'his firm wMpaid:to'dHajbh.· It did the jpb.It got paid f?rit.

Now Iagreewith,you'tlIat possibly'itshouldhayesom~preferep.cein
the' arrangements'made then' for the further 'refiilementand processing
of .theidea.. ". . . . . . "'. '" "
"Mf!McKIE; lagi'ee 'withyourstaterrient, SehaWr,b1it 'letI'lle ,poip.t

out that. the' public money .is being spent not ,to 'develop tliepatent,'
but ttletevelop the rnventionitself. . .' .

Senato(I\1:o(JLELLAN!Thatisright.. ,'. '
Mr. MoKIE.; Now·if 'there-is a need for .the use of yhepateIiHoenc

courage thedeveloplllent, then itseellls best that the patent ought tobe
in the person who made thedevelopment itself-and not 'go t?' the G?V,
ernment and comeback> .....•... ',' Y·.,
·:.·.Sen,atorMGCDEDiA'i,,(W~ come'backto tlIis Roip.t"Ite~eisthe Gov

ernment that places 'one firm or one researcl\'Instit1ite or oneppyate
enterprise in a position to greatly profit at the expense of the taxpayers
for a part. ?f It that wasdevelor>:ed'prilllarily fortheb!,nefit cfthe
public at the taxpayers' expense. .' '. .< .••.• •.. •. >, .
• :Mr,'MoKIE.Wel\now~theremust be a profit involved orelsethe

productw?n't be-produced, of course. .. ...•.• . .• . .' .•
.'. S~natorMoCLELLAN; That isrill'ht; but thatprofit, 'shouldit, go ex

elusively to one.ior thatopportnnIty fprprofit be.I'llad~aVaIlableto
others in the same enterprise? , ",/< •.•. / .' / .....•..•...•..•.

'Mr: MoKIE. Hit is, I think it should be available equally to all.
Thatis ifthe Goyerpment owns the patent right; theri~htshouldbe
usedin.such.fashion that everybody has a chanceto useit,

Senator MOCLELLAN.Perhaps thatwoiJld be trueei'ceptfor this.
Agaillwe come 'back to this. You are·1Iiot sure it· is going to work.
You havegot the patent. But you are not sure that iti~goingtowork.
Somebody has got to take the risk of an investment, of $400;000 or
$500,000 we will Say,in order ttl determinethat.itwilf work,and.after
that expenditure,itmay develop that it is not practical and not useful,
and therefore all of the-money invested has 'gone·down the drain; .
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.You say it oughtto.be equal, should the 'Government get the patent,
and you say to everyorie!"Here is.tho development, go ahead and de;'
velopit." Would anybody develop.iti . ...•.....

Mr. MoKIE. In some cases yes, in other casesIlo, without exclusivity
by reason of the patents: . ." . . .. .

Senator MOCLELLAN' vVould'the public .interestsuffer by reason of
nobody doing it.!. . ::. .. .... . ..'

:Mr,MoKIE,.It is quite possible that itwould iyesc.Iri some cases, of
cours.e, certain products are on the market that shouldn't be there at a~.

Senato):".MoCLELLANC·1 comebaokto.this.: .Anybody-who.saysthis
wholethingissimple-----c... .:' ','
. Mr..MoK!E,You are-right, you are veryright, Senator McClellan.
But there was one other point,« -. ! ',:. r ".' fL·.

Senator MOCLELLAN. I am not sure what.is.simplewhen.yousay this
is simple, ':' . :.. :

Mr;MoKIE. There-is-one other: point Liwould like-to-bringiout;
There are many inventions that are made under-supportof Gove~n"
ment •money which are-not the.objeCtsl<bf: the-contracts themselves.
They are incidental'tothe contrack.·rThey may•. -baduerprimarily to'
the background.of .the .contractorjofon .instance, whether-or mot it is
in the public health: and safety, field....Those inventions lthinkshould
betreated.differently thanothers.randLam speaking only for-myself
in this area, .. ... .. '. . .....'. .

Senator MOCLELLAN. I think-there.are.areas where that is·true,:and:
that..is why it is so difficult-to -writea.'statutevhere.rthat..would give
equity. ' .... d. ':d'

Mr-, MoKIE. '1thinkyou canlllake.aidistinctiomin·+espect of the
object of .tbe-invention.» :If you' take:your. il!ustration;)n)whi6h the.
GovernmeIltis!P'anting~great deal of money tosoJlleoll" to comeup
with a cure-for a disease,' riowthat invention 'ofthe drug that cures
that disease mightq"inone:categ\WY;r :H<rWeYe):",allinventions made
incidental to that, contract, such as a new process for synthesizing a
a new' drugoranew component.thatmustbe 'used.fo arrive at: that
drug"I think thatcould .wellbe in ail' entirely-differentcategory.

Senator MCCLELLAN. Very ;well, go ahead: I did notmeanto int~r-
rupt you too much. '."'''i''··· ',:': , .....;. . . .... . .

Mr. McKIE. Let me point out further that with: respect to' the pos"
sible-'··-··..;; :T: j ... ,·i: .. "

Senator BURDICK;.Mr;·Chairman;: .
Senator¥oCLELLAN. Senator Burdick.
Senator Bunmcx. Before-we leaveJhis field of inquiry, I would like

to ask a question, My \luesUon 'would' be very similar to the chair
man's, to be perfectly·fmrik:But':r·wantto.;add another facet to.
this argument., ',. ',' _ ',f " ;, ,,' <

.. It :ve were-to fdllowyoursuggestioniaJidgive :pat'eJitrights to an
individual firm where all money has been expended by the Federal
Government in makimr a,diseovery\what:would happen if that firm
sat on its patent and did nothing! .. vVh\,t recourse, would the. Govern
n:entha;:,e,or any oth,er individu\,lhave1td l?r.dcessiH ,SllPpose .th~y.
did-nothing.and thatisnot unusual, tOc'C!d.nothmg,·:,· '.. :

",' rr, . ,,,-.
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,j JMJJr,(M<iJiKllJlg,Ufu<ilenfl:r8l!26;:fuh\>iw'k~ero.\>iJ.ljdh<lrtr!'~oold t>",9IJtll)V:1t
t'JiltIl>JptyImibj)JJW.oJJgtlJbi.~emt"" a1Jiliiitl'ili<rrllriofl of 'e"",llusi'Vit:l'"
That is, nobody could suppress 1inii~lV!lntibrtiwlitli!lmtliBqWovlsioq,,\af
~biMlI.~Z9 jHoiHi.w.OIr3$R,E~·I:srlJo:O ni .-~87 ?.:92£Q .9mO~3 .nI ,mA':)lL ."dE

, Senator BURDICK. 'What is the period under thail'b:UIqi$£ij ro "o,,~s,
'toMin&M1iJ~i1lE,,<JllJmel£iyallirs'; ,:;3IWfl"!,,srfufJiffirJolN iIWAmtioii)dilllrradeIIsB

Senator BURDICK. But they could sit on it for 3 yearsill1t~) Tb,"'k'iI
'to¥J:J<.M<'lKim. riI'hmtBif;.;jM>.mM<li jplti illldieTygnFlikre1j1ha1rrilJ1ioMwrldld
o.tl~ 8'18iH .go ,frmIfJo£l?: j,nfl:! jS.:tl'lBW: srn no S1,.B'2J:::'L"dJOT{f rrle]'I-9D ,.9?~1JJO"')

8i.ffiJ3"'1!iteroEmml:llll!!,~i[f" thei l!tOO1\nfnnc4rrtlnrodlit'MUlrctifl;'rdf:Wn.stl,;,t",my
action, they couTd give a license to someone el~it1IJ1i2":::j:gflilfj.9foA7K
.aMDsDlfdK=:lJl?l!JiiX ikiggmigl",mJiltlti..-l> ,$d!80~'p:r0'l'1des'lfi>t:Ne, same
period of exclusivity, if I am not mistaken.mioq "IE,r1.JO sno E:·Q,W 8T9dJ .tuB:
Billle'<"B~~I<jlJliat;isi,dl'F STHB .rorz roB I,,,,,:uTI);)IL TO]B,,,,2 ,

Mr. McKm. Thank you Senator. I was about to ref,,])j1fl/!la~
IlF0fiiglerirlgoaspiiJl;sbMouhi{, l'ini<iliqthi;;di'S) il'lllthljf slnlli!,~reu):iC1MaU.iiLas
YQll~imI!ie jnrstH:wqqghtroutw SfH:l:ffl9'lE J.8[.b ano.i:1l':t"HII ~U[.f::rrI S(ilI ::i'.i,'3.dT
,eiWhd":rsiBt £32ft,Jrij;;oW®Mdl(b~.liniPossibl,,11'or91l-"oo'nt~act1ijp"wlroJhlLiit
a>Jp1!timuf!liig]htdly"reallnn li!J;r1(Jove'r=:tmt' J:'gSlla1fu],ell;fi\ilJil1r(\~"I1J'p!Ught

nioJilieyoto~olilfeilr!'~o ,a:n:[..m(JGl1Slllonroh'!e'!e~Mh ~i~[,~~"h""~t1iff
6j!lthe2Cll!I!Pl!lTh@1W'~1li!e]lsmg,(aSlDe~tSi'kl:fl tb.1!IlbmbiT-ltrl~~\l!Id;'iI!>~cPP~S1bte:
tiIIenr.A'onrn "immp;e,tJiit&"",tIa "DIntfiuH "mJ)f!,tskJl£o'lI WJl1Mn!t"p :ilfd'"fIlid
could p.rove that he wascapable of satisfying the needl th"n'lile'ti<!l\).hil'
gmJll;liooose WiJili.i<utH~sim1s.,lfuS) OO2&(j I ,Z1..1.13:.1O,}.£ '10'"1192'.
9',\$lllili.t<"17i1\fuBL~s JAnytbringiiurtilerl'/J')iill!lioank ·".YoU y<illY IDue!i;

.Mr. McKiE. Thank you very much, Senator. ,',) ErpcS

sfSehatlll'i(MllJCrnb:1fuAN?lifuilB",rF;lw;iil]jYou C'€lfl}eau't1lHnR"cpiiili:sM :'W"41l
:J\@'u iaerlti:f:!ciy<mi's"II"JIlleasep.,iE~gl/t:"f. M ve.rso ipl!ep..r~clrj stThtemeiIb;,
qJJ ·9[.f(Q.') {>; crroerrtoe oj '(9HOm TO 1£':>1) Jl\9"12! B 'gfI.tJCf;r;~_ ~-1 JfI~gIJlin":".;'O-T)

20'lSrJl:l')!}M~NT, OFlmN)J\;nillARRroiJ}liliU<, SGHOOL IlB,IlUSJJNESSil iw
9bw' 2tt o it i'cNORmHWESTEQ mViEatSIXlY', Ijm]i!rN~JSIO S8nggi!, J£fij
.1$ ''Q£II;;:I2-.s:d:tn7?'IO! 229:'}:)'.m ',rr~,n ..B?E :d~H?' ~J::\nT1110~1 ·:lBr1.f 01

j£M!r.j~",;r oh'1fY~,)19prf1'l.ane!ilGl$ta:til~:(d ','Wii:H "l'ell~citr) and, L
can d<;>{~",'W<jj,]"wit>h.ilf1the44:il lui"lJ.tes-,iSMfu'tor.biIl00ig1U:J sll(yiJit aIllQn".l>

, a1@¢tQr.i~',\;,gHr:JO.rI hiD I ".fl1t'3Ib cr~ ,H~rr, '{197 ."'t.:l,"L13D',J1'E lS,JHf;;9:?:
Senator MCCLELLAN". I beg your pardon. I see yduL_<Nlldeap.tqiili

llpp1ogj;~eelS~IQ1;J"""l!'fyjorsjlineld!tQtl>l.'$' rno 1L\i'J<'9ffi .BJ ,dI1blL .:dl:
Mr. BARR, M'y name is John A, Barr. I live at 790 Sunset-RoMl.

Winnetka, IlL I am dean of the Scko,@liQJttihISifiesll:J.,:tlriN6TthwesWrn
University, Evanston, Ill. .;J')iI)'!!J8: To-.t£ffEfB ,'iU..l.E.I').')Tf:101f;(':5a

",II! [MNIl-,jhjjl,<},tbiltI!PPsiItt"a 20nl;j'i-,since"JilinIl3El l}fAJhis-!teare",]';or
aPiP.J19)timJltelY1i1nj)Je~r81prim( wIJcJU>enl,f lesw,as-,1i1$oci<1>teo,.,with Mnntc,
1I;J!IT\~.l\lnW~iII§b&GqN,a4a!l jjyl!s,-cJ)aiJ11jija,,;Qf.djl!e;;b'~W 'llf ,dii'll~tQtsrof:
Montgomery Ward for the last 10 years of that period. ,i.f[s,mm'ln o.;,lt
[[if- "W"'" r!B ;trlJ~~,,'PJ!y-~<>ljtlJ.iIV~ilWwl:sli!f~v~sitY/l£<!>jz:,lBnyewrs~piiDl'Tto
J lJIlfl47 owi,tj ~..ryJ'd,"''t!i!9Iljl,emb''Iilf9f7il;.~<l"tI1!il~ifp''tl'fl1l! ¢Qmmittee'
WI! f!S -QJi!t1f(js..,yl''1~s~ fJiJWJ1sj~b:airIl'Mv@l\iIlhei:&~~n,j;-,j)Qmmj.ttee·'£ftlU{l)
Jl~J;tl.o-D ,9f1J b[Ut"'~J92.·H,H_'~'.9'I jEIf7T • Y:2fdrl~('rrb.[D f!r:rr~ ,:L1eJJlC( F:,:;,i IH)JB2
'IrA's g,hil<1r,Illlln Q:fLtill;,trw~t~:ep!!t!l:!lJt'4G(-'IlIDitttl!Q,iwhid); i~)r.~Qnsiblj)
for the university's MMntcPPlt5'il'i )ifJl,l!dIilC@"Il;i()!llj;lJ'ji1QJ}~i~l!jj{\t,'!>ri<lJj.S;
problems involving patent rights in relation to research at the uni
versity. I also had occasion, from time to time, to consider the
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~,,""~p~~Sl'}liatent W0~ 'P.art1leulirl'y'".;a"nro"r~(kta oW4rJtI at
theafuiv~l1SlQ}yr.tO:>9rtT',,'.gfIfI99fH:g£I9 'to tWIT sIb Hf,j.:)8[0'1q d~'H;S29'I ,j;

rlo!EW'ID1Jrlwre_''I',!swit>n1l'lSL~'''aIl(i Ji~li:""'e[ 'llfhIl~eh1Piitflfe}e;;fJ i(jjlcjtlle
$t'isoUF"eir~iIabt~iMf5 sdjSpor.\;9trl,,'rmis<la~;;he'll!n1llcft61ll<lhin'll'iMttcl!W.ll$
gnithll', UMWnsi:tyjJllJ!JdUJ) ]i@tiifun,lliail'iOO<lt :i:J;itlJ!'l:[stw!:ID. 'lJhe'>'jYll'tl>i'iTt iJ:i\ld
as'llme¢oo'~JlMhe>pM"nl!'~mlImittll$Of{jili>'llffil:Mltr-'h jJl '!')Tfi9?9'l rr;OII

'ro'fun'1F~''l!llstii1ml:ll:y~tbdaY'~omllolinnt'm!\'-lr:elUl,lil'ksl'a"lltiilobll6iW\lJtilJml
to<tne'<! " 'eri<ln'M~'l1iI1diihtllN'St~tM~Nbt~!!S,t\;ftd10J!,i"'ilrJlit~h '<:Ifblllillve\
.~~eIl' I_tf>atlt.h:",~e1f~f~i1erum.R,fal1i¥mneOl:',m(~:I!fl!foo.~hw~ern
'!!'I,tHis fu<I(bllil[e ctlalrl[ji peprJfsilnlJat'tWl'<O!ll tIlro"l1i~~f~xlleD1~n\l.RdeIiiKl
concen»ili""1~ att1Qt! irlsbifutf<1JIl:l\IMdti~lHfrll~TIirrg~.,oo~'b 'g,,!:i!lIe9'1
&d'irhll'ltli1[Mt1 oh.ie~tiwfesi f~%he idll!idM'B'itY:'ll'!'t\fleille"t:'i"'el:y:llw>·t~aelflthe
st"clImt~:W!Q:i>",orlmit", u!;r",n,wt{)<)J<..warc..~ilIf" JM"':tliet'lll¢r1pI!l1r~l1~"l
911rnhe\rlJ>i,v""Jisit1d,,~!1Ii!hrl!StB'd, m®l!S~ol1!lii,.Se7r&:su~impclrtr!l>l1t
to the fulfiI1.n:klIt!oftlioj;lIl!ltJi."s8'ohl<l<&b1~.{)~hcm;l"C1:!&JlmaMhll\\
isw snnme oillmawJirnpWIe9riteirallJl!breslit.rllh o<l'l'lt~ioo.OOs Wrilhl>J',vwallty
<rftithe1re..'a1l1$ am.<l(ti>)iI;he~fti:VelmssJf,;pID;i7ftlilftil$s,~fBtheiy[tdllJah:rng\

]ollhffJ6mrillinrit<intcllils6JiS!;wes~rfulr"ooeatl\lfJbeGl\:a$~ ~<wm~l
IDem:",f9:lhW~k",-uwil"rilgWrewd<tll:e ritl:n.twlitmn,~"r,.fudtlllyftrffi~ltl:'chi'lliN!
mpouliamt,",,,,,,,liiBigu'bWlilh'l'<J)ff lil!r0 .l'Iuuoom,; ewlth:&i'lJll~hClI heIDl'th ,_if
welfure.;can:d1tpmnafull..mingnroocmVetiti¥e>lp6$illidiir &lith\i.Qudonn¢
iIl1ilJiIJ'l'nboompemiJi"\l'l"(l,,mwa'gil eve-If, ;lifull'lllfaitf"uIPQ'.I¥fj)he'>;ffi)]!il:rJ;csicleI@
theMt~l '10 19bbLJ89q is En '10 ~t9E£9Brb TO JH9[f[jS9Tl arb Hi h98If sd
adiPillm",faPIie"lJl'to.m rita~d;'ilini1allitiaso1Jlll;W(!eh ethe 1nXelle$W[onOOlYe.
Ginzermentuino! 1llitemutelt!'Sis' ofrthelmri","lIIroty m9llhte 'fielr:l;raf ncsen,l1<m
and the /elated field o;"rE:jent rights;) fmhefdntll!-,eSl"'\Jillifl'~4>tih:r'WI'l,jtd
lle'ilifurmwb%lla»yrnnr enbl>:hq~aIk!(rlllC1fntity j2\tiltlli'lniantistsiof
Izothan,,~..H¥tmllik""mtmfrrciad'l.[!lind tJlDlI' £lieiifiltms 'omfl,1JtllSoolleoo of
l1flitherlsJoo:\filddJliJEffidj'eatjJilJttl .<otv""",ijlIDgJthe p1cilm1teLintllmsrljs b o~
p~t&tIi>leip~mrobnwfFaltiti"m~1!q:t:rffi'p're:",ihr{sf!om 10 rrWe ffl,jrfflJ2
?b~w!!JU$C~M~Isj O!;ltJn<>ughtJi<ij ~ghWbeI OO!hlt\JmstI!lLlrtil ®lllpJitll'!ltrl~
ID.y<lJJllol>J<U>hbettatLons[J:&ili.,,,,,booitTto 'l"'btrlChlitnrilrM""m1C61ltJhc.t~&
mter.~$~jSlgfaJ!Jas;~e'J"~nit~c);e,<ifrrjJ)!,\,-,jili0"Ell'~w.m""!'Jnt~ll~:lJ!
rot91-dJi!@""sqr.a<lthmgji>1lJ,;,J1tI®n£oeidpe",relreiiEl9Wi~qB1:tent.'P"5lin:rJ ·anmd
Plt'tel:lt ~lfuIfsiaMIa/;llfi(i>V"llsi1;yldt to 'Cem 'lof[jsd'iT In IToitflrrrfff'!9J,b '(ITA
,a:]!:lf!ll\filtsi§j !tii;Clmellidior'eresei>."bbf'!rebirvltyntjWsmri."ersiW o:&Jire's[ on
OOSJl'ir'ifchgr,l1inbs ~UIJth~~lfl!rlront.Jl\J1ribIf,f;l)lIf>]1lti!rM!j4mlrlsttlYI
'llhi1l1<lllfleSsa"il\V"aiSllsqthe:lIlnllU",:miaf )1"w l!'ahi:a.il(r~tsnmduld91:1G
tWl)1t~arlll\1hlilt:mejffi)t'h,mnl:i"""siliytlOfl:Jirhi)O!u:[shud lllItdstb-& rwanWri';;4
:moo$®!)ftbhe/IthetiS:'1tJ..:h1f :QIJdnCf sdj rri Jon !2.B7r :H1J3S'1 9'fb ~no.i:j:£Jioiq

£ ~w.rilJJliteibJ"pf)lro~ 'ltt;N~hlV.esWn~fnro""'YeremrF>mvidml that~
title to any patent of discoveries resulting froIguWf1!l'l~hr;~'tiIf())~LQt

toolWl'iYr>hiillFrnWaful1!ill!tr w.tihll,j;h""j11flV1i!1lS~alimrJIm;W[gid ulMt.,llro6Jises
')l'tlhild-,~J;,l!~ IJrltm1!<bta""'lYJSj1JbIl;sOb(r'llIuJv.<!jW~"oowityfMj~JiWI
JjQIMi~~.ti;'JIDetl;' <6Jl&ll!"I'1]Dll>telilf Dr mm~"ig!itSlQmsmp£hmi",~(lh
llM.t1lA.fu!ilij'I'~s~l!,y;, 'l'.ega<rdiliess{\>f Jthesnat:l1Nlbroext¢rtrlll£anlrui'l! spwnSYt.
ship, The university was motivated by a desire to av.&Mtem:ynposgibiiit$l
fI::titJ3 ~~@mMeii \l'MJcsoorcesp"itrlglllilewOOjadv"}tremilieIlfom~ti_fi:n&r
@~~@;jhl;n~!i:ndi!~iih1Jal <mfu.parlyr. TO rroI:hn~,)Di3[ro') 'HJOT or jrr£Y9Is'r9Tfl

Two cases which the faculty presented to the trus~s!.>!p'amlmt[oo.mf
1Jti~~Jl!Ist.yoorfiMuJ1trit1ie[the;,jqpaa>:£ l"t'obllmlnwllicbl !In.tUs,,'n;i;d"rothis
p.Qlj'-"Jillilll!<whi<iliJe.d:pria-ilibel1a1l:i"atioll)rifrtlre pb:liey. ,b1llS291 orfj JnflJ
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In the first .ease.:cOlnpany,A asked,~ faculty member, to undertake
a research project in the field of engineering. The company offered
,,0 pay thefull'cost.ofthe project in.return for an.y<patent,rights which
might arise, .from the research.involved..-. mhe university rejected the
offer because-of .the.policyprovision: :that alb patent rights, arising
from research at the tillixersity,muskaccrue .to thetmiversity. The
university, 'offered only-to grant: a nonexclusive.Iicense to the sponsor
to use any disooverywhich.might result from the-research. ': The com
pany stood .pat -on its original offer. 'Understandably, it did, not feel
justified .in investing: several thousand dollars iJJ:,theproject if any
resulting discoverywould. beequallyavailable to .its competitors,
"The facultywasunhappy with this .result-because they: felt the
proposed: project to be worth:yhasic research which might produce
new knowledge and-whieh.dn.any event; would' he .of' scholarl;vwalue
to the faculty members and graduate students involved, ' ':

The second case: arose .in. .the-chemistry department where basic
research results in the' development: of dozens .of new chemical com
pounds each year, These'compounds' are synthesized in: the, COurse' of
basic research studies withno thought of possible commercial esploita
tion. ',The university does not'know,'and'hasnofacilitiesor resources
for ascertaining; whether any. afthesecmnpotilldshave;practicalvaluec
Someof.these compounds-might .have greatval~e{,such'asa ~~ug to
be used In the treatment of disease, Or as a pesticide or fungicideor
weed killer for use in agriculture; There is noway to determine
whether any"oLthesecompounds'are, ofrpractical' value except by
cxtensivetestingatsubstantialcosk',"': " " ,

In this 'setti'ng, company Bapproachedthe university' and offered
to testa number ofthese new compoundsto determine whether they
were of practical value. .CompanyB. was prepared to spend a' sub
stantial sum of moneydol' this .purpose if the university, <in turn,
would grant to it an' exclusive liccnsi\toproduceanyofthe compounds
found to have commercial-value.rThe university was forced to reject
the offerbecause .of,its ,palicy 'against,gr,anting exclusive rights to any
one C{)mpany. ,The practical result of this position was 'prevention of
any determination of whether any of the compounds would be useful
or beneficial to society, and .precludeduny commercial development
which would have made, any, suoh-benefitsavailabls to society.• While
the-university's position was, in itselfc.quiteproper from the stand
point of intellectual independe'nceandfreedom,fromcommercial'ex'
ploitation,the result was not in the public interest:': Noone could
say that' one of .these new-compounds: sitting 'on the shelf was nota
valuablelifesa'Vingdrng;(/,':,:":),, '

As a result 'afthese,anihiIriilar experiences; the'university's trustees
amended tMuniversity!spateht policy last year to permit the granting
of exclusive licenses: or the iassignmentof patentTIghts to commercial
sponsors of research, and to others.rin specific cases approved. by the
patent-committee. " ' ' , ', ,

I .relate: theseuniversityrexperieneesfoyou-because' ,I'believe they
are relevant to your consideration of what, the ,Government's patent
policyshould be;"", : ","'i'CU', " , "

Consider," for a'inbment,'th'1 last case-which 'I' related. SUPP9se
that the research .which .resulted in the .development of these, new
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chemical c,olIlPOl.mdsh,\d been partially finan.. Cf'~hy a G.ove.rl.,.went .r e.
search grant, and suppose the Government'spolicywasto require-that
allpatentrights ·arising from, r.esearch.inv"lving use of' any Govern
lllej1t.f®qslllust1:>e vested in. the, Government.. Would not the pr'\"r
tical, result bethe same, as tt w:asunder ,t1).e university's.old restr1C.tt:ye
policyj ,T1).ecqmpo®ds:>Vq),lId" g'\t1).er,d)1st .on..the ,shelf,and,t1).e
public would never have an opportunity ,t?"el)joy"t1).e.eb~l)efits.they

migb.~ hold, .T1).~ universityd,oescl)Ptc have the facilities "I' resources
to te§t,thecolIlpqunds .to.determinetheir value to s""iety.And,.,tb:~
commercial companies .whodo.havethe.facilities.and competence, tQ
test, develop,andlIlark;el; the.compounds would.usa practicalmatter,
be precluded from doing the-job ,1:>Y a.Government policywhichdenied
them rights of exclusivity !lV1).tc1).are prQPCrly necess'\l'YtQ justtfythetr
risk of investing f®dsil)testing,comPQ)1I)d,s.of),lnk;llflwn value.. .' i

I believe. that this.~xperience'IVith'CorilpanYJ3"w:hichisrepresenta
tive-of', othen. similar experiences,..demonstrates-the .fact ,that in any
determination ofGovernmentpatentpolicy.cprovisionmust be made
fOr granting adequate.privileges pi exclusivityto -acommercie.lfirm
whichassumes the risk'0f.te§til)g ,anddev~lppil)gdiscoveries.of.un
known.value; even thqugh:th"" rllljearch'IV1).i",h prqd,uce4 the discoveries
was partially financed by the use of Governmentfunda., Otherwise,
many.such.disccveries.wouldneverbe.tested. and their;benefits-never
be made available to the.public.i.c., '...",

Senator ¥OCLELLAN" May. I interrupt to inquire ifthis.ppliGY
would apply in fields other than drugs or chemicals?

Mr. BARR. I think it-would apply 111any field,
Senator MOCLELLAN'..11)any field !(, .. '

,;Mr.BAl\ll. TnanY'.fi~ld;...... •. " ...
'.'Senator ¥OCLELLAN;.,'J;'he same principle]

.. ¥r.J3ARR"Xes.. " '; .: t : , .( c :'» ·· .:c;::,
Senator MOCLELLAN. .Inother words.ryoumight very well, deprive

the public of the use of many instrumentsof great· value .and 001)"
venience..if the, F.ederpl : G:overnlIlentj)1st s imply t ook the patent and
saiditisavail"'1:>I~to;anybody?', ..... , " .. .'. '.'. ',

Mr. BAllll.,Anything which cisworthy of patentisof some benefit
to society, to thepublic. '.Otherwise.itwouldn't-be worth patenting,
This is tl')1eofmedicine.and that is true in-other fields too. . .' .

.Senator MOCLELLAN. But what you have b"een saying here, illits
raw state the patent may not he any good untilitisproven,

Mr. BARR. It may not be. >c. 'c.'. ""
, Senator .J)'1:CCLELLAN.cAild t1).e.'9{)st,ofVpliOying, 'is-whatwouldkeep
it.ontheshelL," ,.

¥r.BARR...ThatXscright., ·... "'.ic. '.C"',., ·'C ..
$e)iat"r J\'(qCLlfLLACN;., If. eyel\l1b"dy.1).ad.an equal accessto
J\'(r.J3;'IlR. 1jhat·,tsrig1).;t•• -r"! ",.'" .,> 'c· ". C/
Senator,MCGLE¥Lo'N;,,:Lf nobody.Is going to, get. any. benefit .from

making the risk investmen~,#ther.e,,isi lIo.prospectof, thelIl,.g~tting
ap.y.adya)itage0l', ,\)i:l\ .return.on ,tl:tat.irJYe~tm~nt, theywouldn't: make
tt '. .. .,. .. , '... '.,,':" T" , i , '> . ,./.',

.Mr, BARil. I think, ,th3!C'j'oul4:1:>e true.jn.fhefield of.eleetronics,
e,n.gin.. · ecring.,o.r.•m.... e9.ici.n.e... ,.,I. do.. ,n.'t, see.any.,.!lSst..il).c.Pipne., .

SenatqrMcCljE,,:LANi, .;roll dpp.'t seeany distinction] .
Mr. BARR. No.sir, '
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-a'~iM~IJln!J1,lA1N'lOJPlilit :mIMtY"'1l WItlfu!wJioeW#pllli'5\'Ze 1£'1ililmis
1>\>\:!l@,iIl.a:Uti1tl1t(,j:itlliiella?'JlIalfllI'Iavof) aIH980qqIl8 DIIJi ,JHmg lio''''98
-II'J\JI'tQ\!llAlRlil J'Phifi~t<~r WJli\mIip'l'lll~8iRlltli1illei'wlrur\!lqollit
~~ !Ai,M~MIl\l)Vlwattl8@t\i13e1i't@,ag!.tafit .ooJtlrle l¥i\.ilv~~.ijfiJe/;g"i'NJ
~~11rfi'~tbm.s"P.liij~~((Jiew llj!Jaril!!'iVr'11i''b"f ~i<eMN1l8rl~F,JW t:t!I1ii\\:yImi.t
W"e!J3'JWlIfijli8rrfil!'hiflf'esUltf:L-MM!l1llJgww~ e,p~tI'\VhieIl.1is M~1ilit
>:tIlI!A~m,l,ji:t'lil'i:>\f>'1i<W. '{JiHUJ'roqqo IIi' avnrl "a.,all blrrow oildrrq
8aoArso]8fh,,:tlttm,tiJIi~fMl!, tlil\f\,/fl\f~ ,«Si'$f:f~f\lie'lfrJQn ·~I>'(jIf jlfmi!rte
I/',lIiuWdnd .lfi'~ fiIftJJf,jit'61lMal,lcWtiw~reli: 'l!~I¥l'!lf'ooF¥l,jl'feMl¥,
ftlJjd!Jo£ro:fflo13offillJlsiJiI*~WJ!le6\l\il(,''ljJif{,61Ive'C!rl Yii 8tlJ.lJllIIjImftOpli~Oll
~J!'t(jH~ti~y')q ]!:JB£h<\!@Wfli,hlf>\.\\\j'llIWe'i'<9M.i\!lli,waJrll§t~~(ftf,i
~fWlPi illl1l1fclitp'jb.itlill:Il't1!\'lftSlafIm ~i'8nilgf'eWa:fCll:~irlWWfi't'l(''ILft
~~lfA1C<fu'ntlS1'if\'lim v.!;§'i(i\j"tIh%1G11:j,}fYlriliJHtj8!l1~¥e~=JfdriW !
be a reJltl.Mil',J)t.33,Pltwt'l;o&&fij\'il.\li\\!I?t'!lU~lftI,pIJW!a~ ~'i'lllii~i'a!m;
~A!fflh')'lfill:tlili Mli!er",iMcWCJf¥'l9>4i\i!l'l<9~l€!eiWJild.jm'l;J 1l,i:l8Mft'ijth~r
;:l!f;%althI;\f!lli\d:Jl",,'h~~Ilvi¥lM'~l'!fifiooei>Jli'ri.~lifllllbl!lI\fuID;/J;lfiJ:<}\,e~y:
1/'11%11 1ld llrtWofll9lJ!je'IJ1'b;i/fl'1llilfltW'lteilulflaelfj\e'tYaQet\VJ'illeI1JJII¥e'llit
W!l.i!r~ifOi'f\jftl5th& q,earS1ifliBtJ{e"Cbfu.pi'iSW.tS<RAA%\Jl~m\jiWJlilj?(Jl ':
'J1!l.!e 'lJ<Iar@,:I~i'l'oefii!l \WU111IiJ\ijlljjh\lI'ti'vam~ -t~o'1aeiS§1~ri~''tl,"\f&~II!iQ
~Ml{%l"ifselJli.~]\l'lWflJll:fClulil,1\I~ ltl'ifS\ali'h'tl'/ f lli! 9 a9 i!lilfta'lli\ilffit
O'lli:'!!~ actf~W. JH8m,,"e~~ to e8U arIJ '{d aouJiHi1c '{llsiJ'IJiq e~vr
'I8'&ln~~iljlM\lO:ii!fll,Aw.~:M'I;~<!l:tIlk1ltlW%fr~'thi¥lii:r~ifhd'llii'vt\IJu§t
related!)ere, that ,priv:ate industIJ'.,1VoumfiltJ<jo>§f,tM 'll;tf8!~a~&J.w~''If.!
lIffit!Ml<tlid!1rto illjotlitJM'lljeilt,tmrlJO'!3![%alI, 1l.8¥Q11 ~is"!let!, en
able assumption 1 ! alnoi",ei£"~o 8glnb HJiIlJ~8i~il iII '{lqq,r,. Irrow

Mr. BARR. I think it ibJ9il0'I1'" rti '{lqq,r, hluow Ji_ :>!nirI:t I .}!HAa :IM
Senator MCCLELLAN. That tlley.ivW!l<'l.Illtll; ifflA,r,m.J!)oM 'whmaS
Mr. BARR. I think the incentive for priv~t@lJlfuy,\jt111t}!~~'sk

capital in research activityaffi,iiljI5\\!ili\\'\lt'i'il!JgtI1[J<>f1fltil:l tbfttJ e,
and so far as resea.rch and development are~ are coil. 'II~A 'iJil~he
WtiJliilclJidWWfmYu~W \\IllihWfrlMS j'i'6lliJdi'r sj's'M'lW ' it ' 'Wl~ch
}AAiJ.sffI:\~t1jlt!lfi't ilJ¥lilli't1fuItyrtwffiii~e[a flflffi:11. 0 ean ed:t 0 01 I1q aib
bf@efflttlfJ.{lMffl!JJllWjAi§l.qllJi;Jyi.WUllh'J\f\liillW'il.Q,J~U''#0'tiI1!1l\%i,~1Y
dry UD a great deal of the source of p.ri~lifW;'i'iiiil<'i\!fiifM~IJiblJiB
JiliJ\ll!~iJ :IDJOOil. 1plJIjii\lMOOt~fid~vwalI tGlraW' tJllil-slfu,te¥iof
P¥l~tl~e!ilFmrft!fidllIl.t1litlOi%",1i i§'liffi;rjl ~"'~Il1~cll l,efueWiltffi'j W.

Senator M~j,WJ,.::;ijl.'I'l'Hwre&r't!l~il.q. ~1M'1jJiJjg, I' ·tlbJ.J.eu \:If.
Mfe§"t. (S'f9fI "gfH'[R8 I!99d .9YJ.:rl IJO;{ JJ3lvr JIU .~AJLI:;r~'~~OjJ3fIe~

Mr. BARR..It'WIilJIdin~i.itIIlIboog '{ffJi ad forr 'c,r,lfl JIl$J,r,q arIt ejJl.Ja WJi'r
Senator MCCLELLAN. Very well. .sd JOIl '{JiffI J1 -,""AH :IM

qe:MfrPDNRR.:tJBWliei!!' fttf~y,oi'l'i\vtlJx?ePitili~@rag·", "'lmS¥i'leQilltln~\l;fii 'li'§ !\
university trustee and officer, and based al 0, u on lyf9i: 0;#
furtheril)g the cause and quality of.h~!,.erer!jl~tiri'~.JJ!lI'11-.n-
ing the,JAitiEMell1lf> ~YIilli\fu'I8jlJffI,<l.Je\\'il1li'tJJ'I%~;r~h"p - 'HIJ ve
to be in t.he public inte.rest, r: resp,ect~ly s\/,ill\lIPftl.tt', . ' C'i' ,es
lih%iilratjjl,%flfleMjtlfiz:j,ma'ii\1~ff!j3~iliejj; BSf ill!e'If~, RWIl@ r-
i!ll'l'nli!lIi'bnm11~~iWlffililill\ID'(j'S l'lb,i!lilllf Ic"lqeffIJBe.,nr art eifJ gnr~ am
9}1'fl!lfl*eb~'a:"t'cj!li~g¥e§yrWli'illliIn\!. IlJgel!i!IIltehK%d'0 il'tMtlliWl6'a'cWl
science and technology and medi,ei~ is lar!!:el~d.lleT~O thtl. en.t.e,,tr
P'J'li!W'atali["a~tivlrtjltlo"lri>rW:I:t!l'I~m;re ,Hl\\WJ.J,ts;!l'in, V!i'ten 'l\1,Y':~ ~re
and an opportunlll:l',Li~fl, ?-'Ii' >Fo ?bl' ill\! . [1~I1\'i,'
an important fM!€lPornJ%! · ifiMli~ j~ "~ta'f %"I~~~cWJ~lH;'~

.'IIa-~ .HfIAfr.<!IVJ.
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fJ1l~ <£$®Ver!\lililrl!¥el~"Il.tjflt"'d'f~a'lJketirlg of:J1>elWJP!'~Il11lltsrawAlI!Y
patent policy, adopted by the Govermnentl'llllili;if<il:ote1t"W,iz",r.\iltij"~&if.
structive force of the profit motive in ."6i>J;HS\l'Ci~tYl[fTh\jAl1I:0>.llkn
~ent!: sHonlu:,"fl"uid,JIl":!l"'J[l?'1te5' 'j51'0'itisi!m:Lwmel1:L'WI'>1a€[C weltltIDi3 or
curtaifothe :f.QVlier~tMs;i\i{otrverr9J![[OIldHCj oriJ !H (olloCj ,lfmJnq n jn
,b l,2Jo'DheIPUID11<lriMoi<.oStlll?eg)(t",iWsithwtReJbi!liBliJt,s <1f1u§lifJH).I'Ol~.i?o*ies
bllJlIla'<wwvai'lable'tt«>! S0'etetlY', iltedlrI(!j'}!folicy 's!foaii!:r;Jmj li:dupttJ'l/wMWfi.
:lifdmlill. o[l!lllaml! 00'tl~~19du!!tait,tho'illV'llIimJ;i1[ty'l>!tJ sde:1<JJt""""JIi,\j§.r ;lJIftll
testing of new discoveries for usefulness and value, and1tl<tllridW{!~
ment and marketffitg20fIGlis.;tfui! rB,igMv-l!li'i'llSClilJ:iw e;"mIl'(Jt"'all~jjlrfMess.
Eve'.;.~hough $iovernment tunds hav~Jo~t~ibutedt~ ~ di,s~oJer.YInP);,o
~l'd:lilrnli\Jl'Il~hl4ffllT~h~&iii;\iJJHpel'lmlf pl',,'I1W eH#e¥teB.w.r~'t(j ltilS't
discoveries of unknown"J.Wi:l111!'l\!lMr mgiltt:tll:'Ilevelop and market those
which prove to be useful with a commensurate degree of exclu1\ivitX.
<rrB. ,R:estiiWc!iJi$1h<itjJd:ttarl1lf:JlMJthItol/fu't i""~1Ji!f!\iti0'11s <J:Fhigll:ei'i[e",i'Mng
and to the public. Any policy which would;J.iii6{.-Kfilie'l5ll'-<J!,trdf1!ifflJ'il~'i'i'·
in 0' research, eitherJJrliil~tlJr<\]jIrsJ!ipj!i~Jke8.'v;Y' flUl5lJi",}Jliil;asU;>'toj-es~ch
'!I"Pptl1·.tlrdrl~IN<jtv'"'W f'\1ftillrsl'wQ.f/Ja '!l~hlvrtll'i~t'tij .w!i' ;I6i'Vefili~eS'4nd
{I"'l.'traryrt0 JtJ1i~ 'pV])tJi'<i %'!ii~r~t., () fJ'\\.1<Y.fses:l~W<irftlli61!l'i''G6'1i'e1:l\.'lfiImi9'Mi'd
'li'i'Ivfatlf_ ~,uQ;dl'SrW~;re 'ltMtl""lImtetlot\ilfiIPrMeiliriJpr'st~dY:'Wli,icll rwtpi:lu1!eWIt
~g~fl1"l;UI,,~, co,'(f@y\,.~", O",iiii'lfJl',"',ill"U,OO,Jlill',l1'iiIfil8Jwlii6hL~JJ., IJ!~ilf~l thll,CjJi',t'iltttll
5pll~S0.\i[ :fi:ue 6P:j!/\i'~U-\l'i'ty. [t~rd.t'Jiiet<!p'I\l,hel;I jnIllIfIru,1,l2ffl~il' Jdisco~g:q;alflq.
baSIS which .recognlzes his mvestrhefl~<&f!,l)sk".i~j!)~t31Pj'!i'!illJ:erj!ljJ&j)'~i",~f\lJ.
adllolJdsJh<jmrfir eufil'i!!e1l.8'tirlltEJ'i!leg'l:':ee ofWa-rlFe¥e:&l(jWisi~jlty! 0 JIlJ]Jl '{.lVl

'c,jJ'!WA.~,'la,~J"",®.ep-a<hiW;,~,' iWJtlr<f>1Jll.thstitfi,'lle'S,JWM,r.eE€lwve,",Ii,ill,~Ilt',I~eSemfCll,',
i",J:idS"lt:veT rUl'lt€dJ .t<fjij,lpif()j!f4~11'rM©/tli~eW'ijrna:eclr~'dilf:&.jf 'lI'nti'~fSiilV 'lir
~gJe\[a; plLt~tr~lglit¥ ah,,'lljglflo6'ln %i!rbliIfl~a¥cH ,sl¥~\11<ll \ler~t¥&
Wth!l''l5'1'am;tlW.."1JIt!iv,,ii3i1lJ''O'J:fr"tlll"6'e~·tiif IJjlj ,fi:l!Jftilmt.JtiJf\ld,.iIiI al.Mt!fltlltM.:il3
fwit!B1JIrG<W"rt<l!t'tei1t<-'ltP1Y'ro'V'ed'~~1iJJl;)IJiiJY)~'fJ·til.;tfri#II"~~~fJlilstJItf,mi5W.
The universii;Y, like3,!:lWrdtl>wl'liM<Jl:lt\Oisni'fetlifut4WClf€lJl\he"-'/ffi1>IMiiI\l
ter~lr!"lil.iMJ>l1l osr&,h%.~g<ldqi,!fi[<%W1ifl~rel~1ftilaOOlilfbtill'"'filgJ(Jf Iftaftk[i\M~g,
IDhe ,feshng>rd~~otJ:riijtatIY' ¥lg<ht~Tt<5:~IlY.j sftehl'di~iJrik HPflijWli'll\.'l
>oo:-sh!)'JJwp:wldlJlltilln/!;th~f;llil\.\\ iifoty'yiJiiWIl 6~)'Jill'lWerSi t(jI!Jpe'rs&Iljlel!l·t0
uwthe'J(lfOVel'filhIlTItilfull'dlli Ifi\'illt't Illl'lldti>V4y a:tl€lr!effiiliefif!!y;''81i1W1#'bwa
brllmrdlrelj Wlop.IJ8ilt~IjIl~t:Y;:J'br i(j~la1'l:l"RliWtl~'~~fa\!itl8jm~i>cl1arlg(jll:Jet~~ii
#he($cljoM"'$fmn'dI s@"""tiSW1Jf'tlfljfitnive'i'Sity'liiifliil'thlei'TIW@ate\>tl!lr~Oijlj
~hir,ci>lfn!'rl~ci!L~ij~g>l,l'11l;!b.tIltijjll wltli:IW'!io!fi"1l11e rubiy.e.1J).tY WlfulilltrWWJi:
ID.r"o",urangrtl1"Jrij,\J<it\!lSafJiy tIl§l!ilID;gp'1.I\¥<lIIJ1l"i'11fut .fiMrlfil>rln;i:!tnlfl(\~ni1~~l
'f",bdi<icav~Di@lllf. JI"ohomA" JJl9ldnIin-rfl 81n 1ud ,HO'es'IOd y'Idndo1C]
,1 Mil,d!lJE :lJblqettnV)'lf~gllSti<ftl$l il:rt!~M!trr!i'd ltflfwMldJrfj '\fuj(f,,~9\fIij\!ie!J84vill
mru"iJI,fize'IlJ!reBl1rnrool1ioellJfle :ni.eJ1rc!flfCMil£ li\> .Atff£iMbaii (iiJgEl~i>'re'S%d!&'l'
~etJ",m irerlmfuI~~8Wlt~1I~1i6"Ot ~hv',",~-jjI1(:UYiii.&?"Whil'!JiJ.ri irltl
ewe~1<eJ:l)(hIi40J!ldsiJlll!l®.[cbf{l~tu~i\,\uV.!tlJ'oiJl.igll\;fle'hfii!flg\. ttlYIilflljRe
lfui:lJlllllJU9lll oIthllJilO~",d;urIM\i c!iflScll!lliiiifill w'litlv'4h~Iii,W:\jl If>r-oi\'tkl!f~
illidon"wl~dgll~" UMU ~b'f~'h>Jwillf~W, tJh'.. i~!JMl~tJ'3iSsliraIf6li-rN"(ttoffJiili
IDooe!itlw<!ilJone'Y'rdrscml!ltJillll'{wli1 ff!'@iIf,'f)~wWgHJi;';: ~l\.llr'ftttbliwrtiiffili~
neca!l1JllwmilJall'll'B!1i#PcniW'tlii.~~O<Io""'WMtpwrJf\5J:a@iolaillll'bJ'dflt
motl&roin<Prwardr~nWr!prisebo'F.I:"l!,'k>ji(jttl or bn9[ :Jff'gjm rHrlw dfu8n

Senator MCCLELLAN. Thank y<'llir(~~~dliptl~llfuBB":h:'.rfj:F:<k@*
otH"",,[majJ~i$b;g"E(,jl rwri1:hiuwhll:t" y>ou:J iIf:\;'v~Iip>fjlg~t\te'\J: f)5ut:JWt:ltihly
'Y"u,.lrav~1l'itilSlflloo~!llidr:ll:lth!t!iltwI!!ll'UQnt J:i,,:'~! 02 .errr9Ido-rq ;)rllJ rroq1Il1

Mr. BAllR. Thank you, sir.
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: "S!ml!>tOIliMCGJLEfuLAJl";' 'l!hate:deserv'es'dile 'e1osest;attention'.and, con;
sideration-of.this oommittee..» ;'j .

. )\i[r.BAR!\'.i;T4anJt.y<\u"sir. , ,.... "i ..
'in Senator )\i[!1GLELIjA;;-:,And; <\f"our G6v,e:r:nrnent,intryillg .to arrive
at a patent policy in the public interest.. Th"nk }cou:very muoh,».
"iPI\. Suterand Dr, MauuiceSccvers, if you would both-come-around,

please" I, think maybe .weean-hear both of you before we recess" and
Mmt will.conclude.the-witnesses we:havwscheduled:for today" Is Dr.
Seevers here?!,;;;;."" '' ':
,:;All:r;igl~t"then, we will,pr(iCeed.with ydu,Dr,Suter,

'. . .; I . . _; :". .,",', ..~ ... ' ", _". _ _ '. : i" •

E'.I:ATEMEN,T,OFD;Ih, C.1\1.; SUTER;D,IRECTOR,STERL;ING-WINTHROP
"'i" ",RESEARCH);INSTIT·1J'fcE: I'''' .

,.!,"",., ,.':';>< ....:':n:.. ,.,,',:. ',_.", !~J

·,,,,Pr.,SqTI)R. )\:1:". A;Jlia.irlllalland, :members; of, thecoinmittee, this
sta,tement.wil~be;jfery)wief.,:,,;;: ,/.: in.;; .: .'
i:,SeqatorNIcQLELL"N.,Yery well"yoU mayread cit,.
,."pr"SW]lR,.I am. pleASed,atit)Wdppo:rWllity to, appear, here.today
to; jOoJPmeP-tpn.issues. ,raised,by, S. .1809,.the: chairman's billonGovern
P-lep-t.:patent: pQlicy.:.,,L' am.speaking .on ,beh"lf,pfSterling,Winthrop
R,ese"ljcl, .Instituta,the .pharmaceutical. ;r,esei\reh·division of; Sterling
Pmg,;Inc,,·a diversifiell,llrugcQmp"ny,with o,«er:40,0,00.stockholders
I1nd;I3,qOOemplo.yees,here,anllabroall.!·'fi!; ; .. : .....,..

My name isQhestel;'M.:Suter.)\i[y,'gradllate .scientific education
"""S.inorganic.chemistry .with.an,M.S. ,fwd Ph..P.fromtheUni versity
.(j.f Kansasf.(jllo.well,by·.a .postdoctorate.fellowship.at Yale. University.
Fqllqwmg.,this. Irwas-on the .faculty·bf"Mol't!hiWestern University,
Evanston, Ill.,,Jo!\ .14years, .where mytimewas divided about equally
.b,et.",een teaching. ofpremedical, andadvaneed chemistry students and
:Qping,re~~arGhmostly(inar¢as'o£llledicinalintetest;
:·When 1: left Northwestern Lwasebairman-of'. the department of
chemistry.lresign~(l·to go .to ·Winthrop .,iIi .Rensselaer, N.Y"tb
.organize a ,drugl;'ese.arch facility ••on behalfiof ;Winthrop •andvfor
Sterling Drug as;awhole..,.S.tarting from scratch we now have .a t?tal
staff,SClentIsts.anllsllPportIng personnel, ·of l!>bout.600. ,My publica
tion. and "editorial '",,,perience· .includes numerous research ..papers,
patents, .and books" !Ln recent-years my work-has been asmuchadrnin
istrative.as:scientijk. ,)\i[ore"inforll)ation on.iqualifications. :would
probably bore you, but are available in "American Meniof Science."

As.adirectorofmediclll!>1 researchI am.concemedabout section 4,
'Sl,l.bsj'ction Ca);3,pa,ge .'\, O! S.l80~:Thi~ sU:b~~ction,hasalreadybee.n
put 1I1tO .effect by.MIlIi1l1,ts grants touniversitiesand other nonprofit
research groups,' This" policy .. has,largely.hlocked.collaborationbe
.twe.en.scie..ntis.ts.o.f.th... es~ gro~p.salld.t. hepha.r.m.acqlog.ists i,;, industrial
Iaboratories. ,These biologists could determll~e whether :thecom;
pounds made-under NIRgrants have the-potential for practicalvalue;
The.industrialpeople:cannotlogically invest in.thiseffort because all
results which might lead to auseful.product.aeesubiece .to confisca-
tignby the MIll: without, reCOP-lpense, . T" '.' ..... , , •• . ' .
.'Imight add at.this pointthat.we are.eontinuallydeluged WIth other

important problems, so it-isn't-a- question: of. doiug.a. project here Dr
:jio::"~Ii "'. '/ '
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,ufit,doirtgi)anything ,at,,.lL,"ieut;jt ;ls,a;;questipn; 'ol',doing.. something
else which.may.appear-tobealmost equally important. [;:,,;
:'Senator MqGLELLA", .Il'ell me;how;,thispolicyinow is.detrimental.to
the public intereet.the .policy ,now;in'iljl'ectwhiGh ;you,saidT believe
S. 1809 involves. . >,;":'i i' .

Dr. SUTER.,;As will appearlater on here " '
SenatotMoCLELLA""All'right, ;,.", ;;
.Dr. SUTER" ,Allright,lLwillg.o ahead,Sentor. '·[,,;.:;','u ',i ,';/

"Itis not always ;realized' thaHhe costDf,biological testhlg and dcvel
oprnent, of a new ;product .is .much-moraexpensive than the ;oril$iriaJ
invention. An actual experience ma:y e@phasizethjs. This-happened
tocomo across; iny:desk;JU$t,at .the 'tImo' Lwas gettlllg. ready: to; come
down here.. ;Re.cently:ve obtained an .oxdu.siveli<;el1s.etO.anjp;v:ention
for .anew prod-net whiohmay.rspresent.un adN:{L!1.ce·:'lll:,a certain .area,
The, preliminary, work on the,ll):vention;by,the outside party.repre,
sented pnlJa m®estmonet",ryexpeJ1SO;; Lthinkit woWd,bevery. com
parable to; a grant suchas}jTHmightgiye to .a'lmiv:ersity. ,,Ii'or, us to'
get.asuitable. formulation rea.dy'for,its firstclinical: study has cost Us
$28i1;000duringa 3-.yearpel;lod"u Oun.expenses.furfhermore has just
begun .because.atthis' point we; would. turn, the Product over rto; Dn,
MOye1',;JQr,example, in.accordwith.his 'ear]ier'statement, for his-work
inclinical pharmacology.. .ThisrepreseJ1tstheexpensoup to that point,
because. ahead' of .us areextensive.clinical. studies and furthermore
detailed. animal studies prior to.submission.ofa new drug application,
;Without an exclusiverightto,market'the;Productrwe, could not-afford
tope. interested.in .it;, 'A similar inventionstherefore, made. under an
NIH grant would go.undeveloped, '." This, I urge,.rs .not good national
policy. .The.taxpayers .maynotgetfull. benefit-from $1 billion spent
in grants in research aid under.these circumstances.'. '" ...,
.:..When the J'HH policy;firstrwentintoeffect.I .received a long letter
from a university. Scientist asking about' our testing NIH:graJlt com
pOJ1Uds, Thad to tnrn.himdownas I could not run.therisk oflosing
stockholders'<money when .othecattractive work-was at hand, ·lit
<jfl'ect the NIH was trying to take.over $lOOwotth',of results after
spending $10or less. '. N.o. pl'iv:.ate.Jir.m.can...take p..ar.t in such ap..rogram,
sot~tlr:g of NIH-financed comp~undsh.aslargelystoppea. Cone
taminationof aresearchprogram witha.minoramountof Government
u:.0ney crowds the title .to .the rights .on,.new. products under present
circumstances, ',';-::';:>~"') '.: ",'

Senator.MOC~N>Youmake·,a:;st.atementhere which. I would
Eke' to. emphasize:

.No private: firm Cli~:r't~kepa-7tiii':stiC1Fa) ptogram, so :testliigof" NIH~1i:nanced
compounds has la,rgely,.stopped.; ; ",; ">:,'","; i.: ,L';,: ;. , . . ..

Dr. SUTER. That is cert~:inlytrue,inQur.placE!;

Senator MOCLELJ;A", .y[01): are talking abou~
'.• Dr, SUTER.rThaf is ourreaction to~t,,,hdIthinkitisnev:ilr 100 per'
cent true because there-are: ajwaysunusualcirc)linstaJ1oos, put I do
haveth~ .' 'ii"~ .,) ,

-, Senator MoC1LELI;;\."" You say since the)J1centive l).asbeeilcutdff
your-institution isnot intereSted!' ,Ie.",.!'.' '." ..
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.gIIEi;i:J.~(ttijjf"Jl:thliqf~a\\\iititi:,j",MlduStf"Y:ns';!JlW1r<)Jlif;j;t!elRc!,&D;
tab of $310 millilJlJfij~6CWf~<l.~ht[Ji$ c='f:iron~ !I1(J];lJl:ll'='I)l't~Oltha,tth:is
<M.dld<llt1fSlt"JJIl:eri hNg;lr)l~eeiritl:ie "tllklibdTition;thlttIJiUgl1t \)CCttr~ :\tou
~e.jhllhtel;U;fjhll'<N'llll!Wl'U th"iJli!.llirm_uti~id ejndustio/;rcj1[l; i;;[cfif,!; "Ii,

'Senator MCCLELLAN. All TIght. .. .8.97,L.''lfH (:<j-,~r. .:"
Dr. SUTER. I might eiaOOl1!lJlEll<1>JiJ.'Ithabpoillj;e l!'i/:)hIst.doolrrnot.ml\an

tha~ we never ta.ke small NI~,g~antS!J;.!'lf~.M,.~M)cca.~i~l1W.o/·~"OcWcts
WhICh are not likely .to·Jle\'l;'!'.q;,,11~\te:nr,®I!llJ,,7'~f<l.b:;'ltmAJ.0'fK;pu1".i:\,10n
.I"p':OO:kl!g~ ~a:si's,9aiItl·,.tio""'lanll'then oaSJllPm,atteri.oj'Yae~_mqtl!ltl()I1J, so
ItIrTsj!lillik,~f\y~{ili<",'ve'!lake)¥=f~liiP]:>g<r:ilitf§dIf ,tl'i'";tilWe!l,'-,,aithough;iwe'do
ho~'ha;wrbj\\l@tt!>:j}l'>resenttItlY~ '["'fl 8'."'''·'';{·''" 'ITC'." "1 ",:<pc'",'
8{frphi\li\littl~lli'otll;<\i>f,;'/;le¥emedletl'bY!~iltf~j,le-b1~d1fi~ltMOO~(ff~~e~ti~~:-4i,
oof,s@j(;6h"{'a<)'2I','S6'til",'t'li\\\tJ;i1lin"t 1_~ntibn;f'1Ljfi locaaC!rdedilohe [Sam'"
ffl'elttI1lefttl>(s .roWeroilW.tnti\lfiS>IfimvICre-ee!1'.["irdilwolildb,l'''!l:eivl;:lunl!let
tliljjfJ~op&'e4 $i;'itsag,., 5;®n~! thl~jlS'3d:(f,j",a::n lh:d;jgtrial,:t'~eiif'4lvl~ooti3J;

Wry' -W!HlrittJ!3"bl¥ illfef'esteJi,iIi'-be~ingr'iMo!:V"dsm' ill) G0;verrDnel'lV
Wl!isiiJ:izea. progl:'lH#!Whefll iUv!ln'Jli\j,R1l1,,;r:er1ikeLyrtoIM~j]tl~ Tll'ill,lipplie$
tl:i ·~a:ftr<Ji,jb,;,m)fige jfuv:"ih~kprog..iifus: eM-,lltlillrS:C,(t *'&<>m1flUn;y' ,\,-" 'ense ., OF
soo..~ing[ iHt\\fJtI9gFantS3cf1;(jj~z~Y"~nnlliht91!gl>!f6tejl.lj· :~>w(firlK}t!'ift.et
fllfeni!t tJrelpr~,j]li'V~1]])I[p61£ey d0IilttITU"ac "'h\l.''\!!'fandeW a8'lllpei,}n,,;l'lj;ht
t~graili.:!G~,glf6d911ih-':1y;llhll:f ~4\~0hl'(jmxlinil: ,j;3si!lg~estll'dIa,ltet'filt,[
t\,v-ll' s:olu~r<JlJl. ~ll'sJ-bee~;-d llV1>16~;j}Yl etheo rilJiner.i:0"!fi' 'ill!utl;J;lt 'tDltW:1!l~sO'
1!ia'tibfWIi'DMs ~S'pUlil1Shetl i,W t1ie'lJ'Ul'leia.961Y:1'ml1etI'!lJo'f'tltIs ':assocHltioi1\
pI1g~!P3!l1'W:~llr&1'I:l'iI b~li&'\"ei'oiili!l(_Il11d!l"ij;l.{eh' ig-rv.eniibyiWJiEiro'Wfi
M:(j:fuJrlG~ I:~@tiiI1'0hY)Ib'''£ijlIe9this,:;J1l.b,<jbIl:(mii:t@.c'71Ie''was.:schila;[rr~d,
i1fikjjoWFMiJilfly,'i',0 l!\vffiiIrer""tici:lrl\ist31trihli'<lnt IJ-f tlJ.~ <lh.tngwhi:S /'t809
thrao(j;M,;n1'o(j(j'gI1Pt'o2liJe~1!§imlJliiiare. g~ri9j.jjli-,,;ppe1:id1"i<'1t",,'fIth-;\ t-est'{.:
i'I1<Jily l:iyiWt!. ifuiltin'lSifiltJiKbJfllte-'tlJi~sil1'fl101l:lmit~eaFjn; Jitiile 1;':196~
on behalf of the :J"~";'IDher~(}m:t'j'f"fJe"Wl"lltt,ri'~s.djj;:i"the;Affie;t'i~ali
@6ro!cjll[[o!' IE\i'1lCliti~ l,ii",t!tIlIl'!&lfc1l'lle1itl'Stat'<jf!l:eht 1:>Jj'1!J'uly'2'(W:I1J6~,
i;;'-'llltS<1!l1ltl;)IJ-Mld <J9;-v<;'iSla S.'<;1;iOif'(jf;t!iEl~ i'f!l:awd!scMsi6111E B mm::
gIWntJ.1Ii lffigWfiMl(iJ<'Jtlljl.t )j!!iill' *a~rm1>llihlIp;1'~a-wr; 'llJItlJientlp,lseupb;y
tJrr~ 'sl!ll.~\,n\.en't m-a~e?t]jls m~j:l1gi Jb:Y'~~an;JB'Frr,'(W:h1jl: ave '!i.isites:ti'
Menyejlr!lst 9b~~(jr@J]i''''l\m~ 111p·lffeoFe~;!.[l; CIs, )~t'1l\ ""lnclf~rt:"i{jiltIHili',we
lroli!!1hlllp:Jle~:welJl;[~ !NIlJiftMtiWei>twrni 01Ihliv'iii'neverJ~~iI' .illlmoof-6'r1l\
Dut)we,lfliJelcJ!llat 'Ii£1l~_6h?t{5!th~f!ii:t'o"IMillif:wh"VcliY tbll tl~iveJ;i;itJY
'!lsSl!ill'l<ljfftt1Yfl1tpiiJstitUl1iowJ;fut!;"odJIi1!hliitfll!>f1tM-'"filiiii~ iillCllI'lTe""'llfMd

-""[,, .,jf~ ,,,,,"" ' . "..., v" •J eIlip'pv<l{{ch'1J0flJlrl{j',jlrj,,_};\{>flftaluiJ!ling""",1>ffi'tlmeh#!l'i'an'ts'l 2", -mYl 'c' '[S "0('m
It might be pointed out that the Federal Government a'rW.r'illie'J5e~j,'\lll

b£!JthisJc<lbiit4!iy ilmth :tiM".,ll1ld<lrsa)l'!:\" dil'CtimstlJ.lIllM::J."Vany'success
that a company may have in developing a new' ltied1;;i~l;'Pi'6duW,
fiI?Jll1<Jrllg:IW1W'§§il1Atifjg Il'''''~ 'lllID~Ye.J'sij;j¥,,;PJi(yiiicj'l.'!J.s.'h1J!:I\e lI1{ their
disposal a superior new proaw,t prescribedl:f,(ll!'=tlfm~;mllitieIiu,bltndi,the
G t t b uk'B!"'A""t,--~,,,,,,,~e~.""'~"'-&'" "·,,r q,,'--"~ "0overnmen ge sa OULr-H:<l) ~v-.l" 1l~Ji''.I.:VHW);-1.±'~nJ;16~ '_'H~",.--, .•• -".~ .... ,.. - . .0-;,

If royalties on allJSUe\j1{lll1!}liiBilM @lllllUl'go f{;'loi'iliV""'s'iMesj'MWa:rc",1
sl'1l:jl?)3'J ,~5.,QfMrjjlmrnr2~qAIl~tit~j;j'i\W1,~.~t,Iiwgt1).~!1]th.;ifJj®i}j'!iies,
t,Jjtjsl 'Ylm ie$!1lJi'l,!\ill~9,!.e!~ rlj,e'l.H'ilJlt)flz Q9P§eOOl'llc~ol!i:)~lls!;;rJg<ml:..:.., J
grant I think from the Governmentto the university. ThaLc<J.l'!~~R4!ls

w~~t~jl~~-1}..d 9VI..HJS)1I1 ti:ilJ9DHia >T,.J5? fl.OY. ,"~LJ,J:'K~1:J')1l: i.D;'J~if,'3~
Senator MCULELLAN. Thank you ~j\;Ji.1m,g%,;J?!ljl; l!\.tteJ!sJto.:;vm~

you refer are attached? .
Dr. SUTlm. Yes.
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STERLING-WINTHROP RESEAROH INSTITUTE,
Rensselaer, N.Y., August 31, 1965.

b>l>iilIa1Jar.t~f~Iq<~l!IJH ..yILwilI j:..,,"p§liljhHdWrctM- ~l'lan:oiBatt GIbe
eoi.afu~QIl!0fiYID:h:fj~enici:W.ro7r Sir 1)f./tC,9f1 bHH t'19JJ,9f8fifJ aH1b'Hl'g9'!

(The letters referred to follow:) ,Jf1SUr:31 .8-j2 '~rn 01 b::Hl-:)[;JJ f; 1){If} h~;.b!Jb

'f;ES:':I:3r'.;"'r ''1:'HLJ<-J e;;{l .J£H:l.J J.:9T2}6"1 I .H9·lr'sIfl~:6Foffif'--\'U1llitsi;{y'fO].f;n0c.

litmf htiiff;J ,J:d:hllJOVT ad J.fdJSJEqi:J_i:JiDE»A.Rhf~T£()~Im.:iIEit1[~TRW:,9fI,Jo[[
Iltanfo,,/', caut. 41@&h%]t~j1@idj

Dr. C. M. SUTER, ~.w~' [is;';:; rJ()7-f,,~,tT ~I:r.r::J? "IG
Director Stoclin -Wi hr Re ear-en Inst'ttu e8 '-(.~;. '" .I. u'!"._ " '. -" ,",
il&clsilldl3yl'.N1¥:'fl 9frr '~~'rffft1 Y,;i9V" HOT - nJlll1 .ZL1JJ:.IJoll 'Iol·B,{f$c':

E~k~ 13W.ff§&.'.~~'i .iin/w'ffll,gfil!J4.~tle.r;4{~4"p. ~jfej"iilfkeM(b~tMIjf,'
Wl e:rJ&nmron;ich_nioJii,,,,,,, clIem:iilt"Yifd!lJ'Mf~1'ilOi\t'r9_yl"'e_tt0i!\
\lj &l).edia,"tQ}!ll.t,li!l~1@t<!llJ~~M!thm;~e~~lt;R""J!o~eA1;it!!K\(tAwinllfl~g~rlt
of Potential Pharmacological utility." The m~in portion -o"f this proBq~~_
Involved soectflc reactions in the, amtncsuear series wit,h. emnhflsis on nei,gijbor--
iiig <g¥o\1p''ip~m~ipiiW6H:i'dlf: "t 'lfpi~~~\\\.\l\Ii!i%\il!i'IIiJi'Oil:tl(pl{Ja~f;eKM\lf}liilt;:ho
~f£r~}d:e::6bV1!t£~es[tw;i;'6b.n&fig~o)ll~hi1n'C'!f.eompo:un'IDlIJiJiW.f~ieWi,i'o1;IrtliefJPJt31il1ii;:;
q>;!'Qg!~lJ./i i!l!P.9r,1'!!'~~W1i:,~lt'H3Wi~9Sqg~I:!li j'l(e!3J~Jl iljjfll!~stll~lth>!t tJlIl[s.lJJl!r!;a!li:elt
I/r~Rare{LiJ;l; cOW}l\\'tiQU 'l',it)"the ~bAJ%S1;lld\'!,~iJljiJl;lft, b<\; ~Jlllj'!iiitjd[~ sC}iOtwiP/l;
tests~ t..of pn';,.fUi,&~btogt.G.araaivf,f'Y: $t,.t·any J;bJIf/>o'f ~.tet~rJJon:i'panfes» Be~pe.m,1' ONn
~\i'cb."i~Stsll;'Si;;M"Buch!W'61iLP\Jj{'\'tl~'N 'Mii&ia''aj,t9'toCliliv<\)'I)\W A~&I/'i'ictlf
characteristics of interest,' it seems quite to the point t@Jlh~iit-Wh9tNSIPOSSi(liki-tfY;
i!'t-~QA.1}.ggtl@Jl1¥it.htq\lt.lN~djBmdI~}~Clf)7 .s e..nd 991Jim.tHo~dH2: 2iIfJ 02.
, ,In" tlteft,".'1 bQths'he'W-!hhoH ,iL!l",o"',1;<>",,,,,und . ~it'lJ:C"),jIhHifl k"hnohm~ h.J1oW>.
"."""-a···-~·Jf."" .""'" <._~ - ,t, .!.......Wt~.:ti.:i.<J .nUi'::l~'["C.!1i~T ttl.): ,. -'r- _ v .. ,".t1i "'''.h''''.' ]j~.E":Jcon uc ...e rou me screening es t,s m conneetaon WI compoun S w ic ~'~.v"~

prepared in some of .our studlea, Acco dingly, we approached these com i~Mt
l%fi>~e:!geeJi:iiijfJiOIliibb"i.iii6nl elseivlteJoi"F1'n((vfih¢it%i1JhWa!t<Wtitfil>lJS .eq:"j'li!d by
~i,NlJ;1;f Jl:nWo.v"", b9c1lb< ~li: 1!ll.<>6~[e-il>~((i'iigr."lJl);I'lro""'e\l ~Il"",kl QJfr
iill~I:}~)iH ~~ft%'li¥,ntb@!W!l!R'!":I~ %s!l? 0'fOIt':l~ejlfi~I7O\\¥ol'Jm~f~l\e~[!!!

::~c5'~¥lii\~W,Ii{[l ~\'Ie ':Iilf~Wibi\3il.lJ:IroM§f)jl !'<IIi;\~~JPi' 'lffH\Ii;\Hnf'1i1ry'J\f'1,&
ask 'if' 'Yo!liElilblir1tlli"t. looUidDiJ~mtepeillel!',iii~~lla\mf!iblolf ,With!Jr~~ar-d'<to'
ro.U't~ne. screenin~_2;:Wi... (~qW:PD.;~fu1l:[inLlt.~~J:glltas~ff 1i~]~Q,m-. rth{lt~yoti~JknOY\lJ .~I

¥~f.{~!l'~1'i I?Y..~llt'rlJiJkl~ngc~~~~J}'JlI'lh,mtS!' £flfl!a'.;~mtlf.~"'~;im
~~frtiuIW~r;~'fm~:m.~~J.Ni~i~t tI~~J[ my lcRtje%eJ1;1 ~~f~~\>~D,~R~~~~)m
"ltvL'v0rt:tdd511;)jWW' 'i'iltlfreStedf" t oOhei!¥' lffiIilllfHyoU" lap¥,;I';I: eJifl'" cllii¥el:l1ell&if
regarding the. possibilities of conducting such screening tests in your labora1!a:~~
t'l~ \tq,P!l~.gu1.tJt,.ap'T!5b'lJJi.¥lh~hlj1jfi!l,'ltEl" rll'f f!ll'I;,t.!"!f'i\1i ~~f!!l'iHt'0eB<ll!rr ...
d:YJ1fkiticli'MU~l! ~llr1},l~mMIlr Y;Pr'lfrf8fll£"fFij\'i'<f'illl'JlC:~'1ilLffit!hrt~I"£P&1

Hoping to hear from you at your early convenience in rega::r!?(IVt(;.fflfe['iIib~W
mij;tt~,;;17:ftJI1 H91i;WfHO:Xr.-J:?; sil:r l.tIr.q :;;boh:o i:;8.: grjjJ.. ~H(h:lDS'!9fr.fT)

Yours !'::~m~*1rf'2HJ._.V.fj h~~Hj {~T ..fH..f;}W{~)Db:o 08: I} J f-.; .SlnS7[£0')9'£
~.. '. ILLIAM A. BONNER,

Professor 0'1 Ohemi8try.

Prof. WULIAM A. BONNER,
Department of Chemistry,
Stanford Umversity.

DEAR DR. BONNER: Your recent Ietter regarding the possibility of our testing
certain amino sugars for pharmacological action has now 'been considered by
several of us here. .Although we recognize that there might 'be some interest in
screening these compounds in several tests we think this is. outweighed by the
compltcatlons.which would arise if a useful 'action were found.

We are already involved with so many complicated Government regulations
and restrictions that we are unwilling to take on a project of this sort.

I am personally sorry to react in this way, but we feel there is not' much
altemattveunder. the circumstances.

Sincerely yours,
C. M.,Su';I'ER, .. Director.
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,Dr; SUTER;' As'youmay 'gather; I.Called. the/professor' at Stanford
regarding this letter, and he said he would be 'glad tohave this inc
eluded and attached to my statement.t: ..

SenatorJ\:ICCLELL4.N;, ,Very well. I regret that the other witness is
not here... .Hs.had.a.rightto.anticipate that he wouldn't be called until
this-afternoon; >"11'

Dr. SUTER. Thank you, SeIlatpf, , ",," " '",:, "> ....".
Senator MCCLELLAN. Thank you vei'y milch. The testimony. this

morning has beenv~ry helptul.Lthink. '.. ,:B)'()mit. the commIttee will
get somebetter understanding..maybe than, it has had heretofore of
what can 'happen'if, we'legislate a··badpolicy of Government in.this
ti~ld •.,... ... ' ., ..•. '....."".",.", ... . i
. (;~rt"inly, iithe G;overnIiJ:entmaJi"".anirive~tmeIltthatr';sUltsin
an invention, that invention is, taken by the Government to .patent,:and
it isjust, put oIl' ~he.shelfandit isneverde;,eloped, Ilo one benefits
fr()111 it; andth~iIl'dica,ti()ns'11~f~,iir~that.i)lSPJU~ inStances inventions
thateould.pro:ve very benefiqlal,tb the pti,bhqnnglJ.t never be developed
andpnt.on.the market.. ..... ; '"L,':"" ,r. ."',

Sothis subcommittee has a ;,el".)'diffic1).lt task oftrying to unra;,el
this' problem anclget"'some'legislatiorF'that will be' in .the national
ihter,est·:,"'_'_",;L;'<:"'!;i"-\~;;';{"'",:,,';', ::~~-':":_i~'-,i!'·':-,.!,'; ,;.,' ':;:":':" :;,,:; ":,' ,;',," ---_;_ ";,' '. ',', .. -'; '" .',,:
"I regret the.otherwitness.is.not here,.but hehada rIght to expect

to testify this afternoon, w Since we will not be able .tonold hearings
this aftsmoon, we will tty to hear Dr; Seevers' Thursday morning,
Toll1()rro",. the. subcommittee ",illj1()ld)lell,ril)gsoncopyright 'legisla"
tion, ,We had it 'scheduledthatiWay"AndThursday morning at 9 :30
the committee.willresIlme hearings on the,patent bills;, . •.•.. .
•.Sena,tor Mors"issch.edllletl,tote~tifYon Thursdaymorning,at 9 :30
and immediately dterthat wewill'try toh~a,rI)r, Seevers. Weare
beginning ea,rly 'l:'llUrsda,y .morning ·so<astoaccommodate. Senator
Morse.v.:«: . . .... > •. ", .. , ,""

Thecqmmittee 'Will stalld·inrecess\lp.tjL ThllrSday .,n()rning. on the
p.atent hea:rings, and until fomoIToiW'inornirig' at 10(\'91Qck:l'or copy-
rIghthear;jIlgs.."."";,,,,,;,,,.,,,,,,. ., .. '....,' ,

(Whereupon, at 12 :35 o'clock p.m., the subcommittee recessed, to
reconvene at 9 :30 o'clock a.m., Thursday, Augilst'19', 1965:)' "c,-',: _. -,"_-,',';' t. ',·-tT.r,c" "';'
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T,~:'9".~.~!B~YJi'/"T:P;,G;V~r:(~9':i ~.9,~.5

,'" ,U.S s•SENATE,
";,~Y~??1ViM:ITT:EE',?:NT' :f>AT~NTS,

"lrft,4pEM~R;:~,~, ,ANi) :QOP1:R~P!:It~:,?l?;-tI:tE,:',;,
; , c':,'::,.;:;,:";i:,G~~~I~~~b:p~rI~;Jp.riI9U~Y"

. Washington, D.O.
,'~i~W __ s\~b.C:~ll1l1xitt~~'; )~~eh 'P'\V;,~u~i\t.., JO',~,9,~i.c¢,~;:' ,~t':Q ':,30' .~:.~;;: ''in, ,r()0l;U

3302, New ' "Senate Office BuilClihg, SenatOr John .L. McQlellan
(chairman' of the subcommitteejrpresiding. , ,.

Present: Senators McOlellan and Burdick:'
Also' presimt: Thomas 0. Brennan, chief corinsel; EddN. Williams,

Jr., assistantmunsel: Step)1en, ~aaser, chie~,clerk, Subcommittee.on
Patents, Trademarks, and Copyrights ; Horace L. Flurry, represent-.
ing Senator, Hart; and 'Clyde M. DuPont;, representing Senator
Fong.' . ". " , ' '" .'

Senator MS0LE,LLAN. The committee will,co~e to order. __ ,y,'
Our first, witness' today is Senator Morse, of Oregon. Senator

Morse has introduced S. 2160 to amend the patent· provisions of the
Space Act of 1958. Since Senator Morse's bill relates only to the
patent policies of NASA, it was referred to the Committee. on' Aero-,
nautics and Space Sciences..

I shall- direct that the text of ,this bill, be printed in the record
immediately following Senat?,.. Morse's testimony. '.

Ve~y. well, Senator. ' v:V;e .are. very glad .tl' .welcome .you here thIS.
mornmg. ';,ri,

STATEMENT OF HON: WAYNE MORSE, A'U.S: SENATOR':E],O,~tll':jil:

SnTE OF . OREGON.; ,ACCO·M;PANIEll! ".RY, HE1UlERT .L,SPIM,
COUNSELSENATRSMALt"BUSlNESS"COMMITTEE" " . ,,:

'.".:"; :;':~','-" :i,::" i'.' ::: '.'):::"; i:, "':'. ,~. ";" ::"'~ _'.L :.1"",. 'i;':",:<";: i,_i: _,', .":';:' :',' '." _' '. ,; .: .:_~':,' :','.,-u

..,Senator .1\~qR~l", l\:fr,·Q1J:*it\ari,;~,,,,BP'r:~,c\~t~.yquP1J:earipg .JiJ.Yt~#h·
mqlw,thi~,"mQrllillg;J iJ,~.k t""qthings:iir~t,.thatthere bednserted:
in. the record.the full statement-of 'some.length' thatT .haveprepar~d,C
I will nottake the time to:Mad .that·.'· . , ·:l ut . "" . ".' " "

I would also.Iike.to ha.v~))ls~rted.in:tllere!'Prda,Slll11mary of that
stateJnenh frolfi which I shaillfiake lfiY t~stilfi0:'-Y t1J:i~mo~ning,.. .,

Sellator ;MCCLELLAN. .IS this..what yqu wantinsertedin the. record,r. d" .'.li ',"> " "".' ..;,..•...;.;., •.• ,.•...•.•..• " ...• ,•.. ' •. ' .'.

~eh:~~~~~~sE.yes. . Thati~ th~i'f~Ii:~t~ie~ent.
Senator- McGLELLAN. The .fttllstatement, theri,may be'print~diiJ'

theF~ci>rdattjiisp?ip't' ..,.. ,."" .....",
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Senator MORSE. Then I would like to have my summary statement
inserted in the record, preceding it, I think, Mr. Chairman, because
I am not going to be able to read all of that, and I would like to have
it included in the record in its entirety.

Senator MOCLELLAN. All right, the summary statement presented
by the witness Wi)lL~'iEls\fr)l!{'I'JlJi1l!teili~M:P:~ilQ~ij'i@g}the full state
ment which I have just ordered be inserted in the record.

(The summary statement and the full statement referred to
follow:)

cgS!r>tUy'lQ~UPAIj:~T 1&iI:ffi'ltllJF
Since 1947, -the Ame:EWan::~ti(.x~iJr has Sperit$815' billion on Government

financed research ~)ltl1:!l~y~pm,enb;TI:{:W;:fue:::tl.£~6 or 7 years $85 billion more
will beco"'tr.ibl'l.tfdIIJYa'~.\'lb\\\:'I.l>i\r'l"(l'!"il.'1;WJl'l):JII'I~·J>Y the Co~gr"ss for these
pueposes, _ Tlte CQ.~rrPitJ:!l,ePJ'{ q:t:DJ\p!lC _~u:Xs On ahs scale to scdentlfle research
and devel~eH"f:is -_Ehy '6fikb¥tJ:&:V1Ho~t sigllJificantt economic events of modern
hist~ rH,y'jWHI\t.\J ' ,

'Phis ;bcomwtteerh"", tllA ••.," ""j f0»a·W mlIon9'I,nO"~'AR'00; ~"¥(Si-f,fIDUL t.1.:iT.I:i) 'Ou,,,,,-'JJi JJ1':'JU11 Xtt'. '1" ~ .•" I cr:r'J'ur;:ml:'J:t,:JorE~' r~~tlO "e· stOl,..lleCO.lllmercl ex a ornaeenc.cr c '·as.rtrf~~t ~:s'pu\\lieI!xpgifllii(lil~, igl!rn r ~. 90rlh) ~IRf~ Y,(9"J; :C';'.'.
The chairman's letter of inv[tlltloIiY;t(qllc(!i\l'ii;\!tiiffffYt'l!ljeSlf£a@ i!fr"f!ij11tl'it~

indication of thorough and cow!'l!:<!J>lj!>'iIs!wPJ1<laOi4lI€biM Ei!ll'J~Ijll\lilltoo'Jl:as

ft~~~Jli l1t?7j:hij'C ~~1ft¥o;r!!im. &\)IO'l\'Ii"1'~!'i'Rlf1'1<9tM.k. liD..b;fffi.,Mtjl~t.~.ftll~n~aJ~lgI!'. is .
~~\'1jilIl4f§Ii/l\~~~t,*~8"Sl cs";,'tPJJ,W~; ~l'1ffiji~g' ~\ll,~~1'(,n~:r,
O;!I!ilOOl!(lffob;r$f!!l;! '1. j' $9n"Io~1 ; elf gerNoj;rIH ,<,hm,," )Jr·lli' ,81fl;)Jf~~
·IdllJ!fi!iJfJtmaJn$!IF,t>Wl<mj1lis ;rJrt{>errJ!\IDWM, "",,,,Oh<lrerns "j'wll dffllrr~(ijta'!liff{
tical and hThtorical material which ,I would like to have' available to tllit>~~'-'bI
committee. I would )\ke 00 PAClceed with ll-Qout ~20~minute,rffl1,J:AIIl.~,U<>· ~ e
highlights of t!1~Jli![,Jt"e'll1iM.\!.o aI~ !tMe1'@:!;1f1ll1i\I>'JVI,\\1;Init1g;'·:!'Wthlfd'fu'..g[[{d go
lMl<lJlnpithic.1iml:jiftH *lli~'lIi@],fub1i<imriJI1Jlliee ll>~li~VWfuiiillliillilJ.li"el JM:firt .,II0
aJjll'.11lJ ~lYllj;gi iMtjlffl9$JJ!JeQl)iiniJJll'l'f<1", v.<!rYJ ElbilclB clm""JfuedJ";;t;!J,r, ilihe3uOOJI[
'!lWCf'a·~ '1tilifjltj@~nl'O'jl~ffilJl~Oj~"P.R!'M'hll§'fn'lllJEtJI 9""!J'mp~I"S3'~f. 'f13'j}J1jll'}.:'~~'I';"'t-''In ccdd1ance. WltJi .sne c al,rnt,an s wtsnes av~;Q1i' , III .m?!' SILatfi"'"'j-fll:l!
lfIlC . im? ~1i'ff!l"¥i'v- tll,g iJl'me'"I;,\;f~iljl Hidr bile'.· 'Y ii~'lIs?\hclJ\\aljjg!
.the history of the Morse formula, my participaifJioo,')jJn.9fjfi~§t'O~ eMe.ftt@)1ltfgW
1~i!lll",!n!l[tjle[!~gjl'1'lN1>RjWJ1;~h[Jli (!la!l'il:!ijlfro<!1l~ 0>llI!tikJ:Mf:j)alJ.."tibollhM,/I3lJing
the 88th and 89th Cong.w""e.:j-MW_Pos/·.tirp, aa pmhn<liPrl~.[8 12V!Qp"'''lAS~
pat t . l"cy, is that. !4.fildWI '1,r 'trtlg l).'c.-, th~kGRf~~eni"n< '.h\lf'Df-~Wj~:Ktne
t?t!w;e9fJ!!,\;tdOffe WliP1e[r~ !lrJl&iGWMUin9.!h ic';\fM · ~si;ehl 'iiK~i§ llis-
cussed with Dr. Shannon on Tuesday morning (August 17).' Under p~etluwsr

which I envision, thissysteIn wrill provide equal protection and even greater

i~:r.."'ltf;fs!I11"'¥K'lI:'PJlJ.\l:~>1mdrif f'PIfi'fl'Wr'lWilHI"lIiJn!l:mPla8.llJ1"K'l-l!i

;PMIi>ffil/Onditi<rJiI~Jm ifilexjjl}!i\I"JiU\1[,J!i!,"\lp::Jil"oiI~Pi£ Gtss"l;f\;iJjj;1(,~:tl1:le
by ~he Govern!"e~tr./!g'lRf'r.M.'1lI'(,'!'inlW_!Httm1J18stJiWJ!W."I~lW'i!I1'tj@:!l:/!iill:161%~re
waived to an mdlvl{ttafcontractor~for17-years, 'fte}::l61hfY IS losCforever.

..itM:M?~~~~~~!'Jif~~fs;C;~ft/o1J~kU'~rt.il1~~ln,~~~eJrNiJJ~1Tt~~A~-ffl~:
ililllllmtllJD.)lkOli~4rlitll'lns ,dt'!#eli.tWipa,!taliif". '!Ai;.'lxceJJ.l1iWs"lfu\\idr'§ibf'-l;ll&!er
f.:fll9ql'ltj!;llfl'lJA<!' iilJ'i$"~ltdj~[,..Jl<lJcimeluo;ion.5"'f1Jii>.eUI.til;rl>eyrn""e_~ ll<!Ponii
of 1947, WhICh I wouldhke to take a mOlD;~%~WPJ5lffflq=Oj ~Jfm:J .9f11 9:;;1.[;.t ton Urn I

jJlIfj 10 '(Tr''lfii!.[J!ilV".JWOl<'SI;Nlll,J,fr,i.,.lJG\i\fl!i{,v",'l:iWJd?kTjl.!iJ."ooM: LInnw I
taIEJi'1OliI 2H{j YflOrru.J20J "[IIi ~nlI;li!][J=;d2-1 C)£.[lW rrto-rr ~J'fi!JmD~;Jij,~

.r.:;~,":Wig'~~ lI~t~~\~1>·hTr"WJp.JioJW".I''m,1'JlldJ<,i1'8f]h1" ;."'R21''iI!I:'Jf
Ii
- ,1~bt~9n!J\B;; a~

GttVe).)i:ine:b't'-:fu'1~n~celftivntrat.;L for research"ana deve opmen'1, e,pu tic Inttrr~S
requires that -ajl rights to such inyentiona be as§ljgned, to the Got.ifHihlGiltJ1tft1d
not left to the priv"te.tn''''''~ MLUll",kj,MrlilltbJo. RUbEc .il<m"fr1i Wl1llllliSlii':re
fl'lfe Mlhl><illlaJ,@"l'jhl!>i!j~Yd:j! Jll~i!l1!§llliwJj¥ rtt ~ri.<;\ll'L~.!J,<!l(s}nj:l.a'!l!>~i~]ii)e ;
w11l eXbnfriate anJf com~etitive advantage t? the eont~'If1\9" m?f':/!' \9.«J;l.\W~o,/P1
research work; WIll avoid undue concentration of eCOn()ml~pOWerIn tne hands
ofa few:lInrge corporations; will tend to increase and diversify available research
facilities within the United States to the advantage of the Government and of
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the -riationer eeonolnY;: 'and'-will' 'tnus-strangtnen our" Ameri'caii' syst€miof',#:ee
eiiter'p:rise.'!·"." ,","',' ,"~, "',""",',' ','" .,·'.-:'''',c d'_ " "

r:J:.1hfS,\vork-enpitf€!d-·the, ~'In:vestilta:~i6n, or: Y9y,ern-i:ilentP!l~~iit: ;~ractIce,~'aJ,ld

Po,licies," was" ti~'gU:lfat the:'re~u~,st'of: -fr€l~,id,ent'E)'~nklip:' p;.R?o.sevelt, ill:' '19,4~'
~nd during its"c.oWse-,.'14'.Federal' a~encies,ana'10'tiation~~ goY~rrime_:tits were con
sulted. It was ulfimately pu~lis~ed:il1, 1947;, and lifls!f()l'meC!,- tlle:foun,datioll' f()r;'
a 'position in ,favOJ;';o~ the: ,publicinter~st,w1i_ich- the,'-J}istic~r'DeJ}artJ:rient, .ha~
adhered to from, that',Clay<t'o',this~_,'1 'Invite tIle' sl1bcommtte.e's ',att~ntion --tottnts:
document;' as it, is the' 'ni'ost,'~omprehens'fve''and "pursuaalve' 'sttudy':l·'liave 'been"
abletoflnd." " ,.",~'<, ',","'-,', .,", :,:".''. "'.' ,--:,.', .

I,' believe that: these 'c6nsiq,erati0lls,' ~toget;h~r'y¥ith"Jhe ,;evid,imc~,gathered:'hy

Secreta~y of Agriculture BensonI cite~'at',p.:,7' ofmy statelD~nt)·'t~at'Go:ver:lllll¢pt"
title' 'does,Bot impede",tlle"~om~erci;al'd~v:e~~Plllellt'oo:'~inventiolll?;'3:re' con'Vin:clll~
of the value-of ll.basi:ctitle 'policY~,o~~U:0"V~,rl1in~rit~1'inanc,ed,K'&~;o~" .- , '; ',., '.,,',',."

J:iowever,' t~e: sub'cOD1~ittee-,'is'qui~e' c~rrec~ '.ill"l;0upli:qg,'. it~<,c()nsi~eration' ,Of:
oWll~rshtp, proYi-s~{}n's'. "yiij:.h·the- s;ystem;'dfutHizatdon. '-iT~~: two' ',go 'han(F'~nha.'Iid,i

'It Is my' feelfng that- contractors should' teetthat: they 'are .recedvtrrgcofapletely
fah', treatment from the,GoverllJ,llent in, this area" just .as smag, b,usb~es~men,--t~x~'
pay~rs, and individual'-iIlvel1to~.s8h61.l1df~el·thatthei~ i:riter~sts: areg~tting,an
even break'. .' "",,-,.',,:, ":',; --, ,,' ::: ",'"", ., ",'

In contrast to the ~rig;,ht:'sllcceslS~sof title).l()lic;Y1 in'the areas oragrtculture,
T,Y,A,a-nd aton1i~, energy"'-let'-us~~xallline,'the'~onsequences' of the-:J:i~ensepolicy.,

as~xem'plified"b;r'the. DepartIrient'. o~: lIJefense, ·:and. more,'recelltly of, NASA!.'::f
have. spent a' considerable time-analyzing the effects ofour-Governmentcontract
and patent policie$.on.iIlcreasi:ug .c,?ncentrat,ion: of vvel:tlth,' and .asseta' ,aIllong, the
N'ation'sla~gest~6lDpanies;·':A~':thi~) t~me;'I:alll'p~ease4'to'make"these'findi-rigs
avatlabletothesubcomtntttee;' " '

As .the subeomnnttse is:,;'awa:re;; ;'"the oouncn ~ of' ECoOOrrUc:. Advis'erS:"told tli'~1
Prestdent'In J'anuary that t" ; .' .; ". .' __ . ' .... ' .. ," ... ' . 'i,

"" ,*-*Wit~in' the', im-porta?t lllllnufacturing' sector, -certatnstructural trellds!
h'~we emerged,' since: -World ''Yar' II'( (1) : Th!:"0~g'h 'Internal. e:x:pansioniand 'merger,'
larg;e <'firms, 1?:ave·>grow.n' 'more ;r?-pidly' than': the' ,ma~ufactU:ring,"sectioIia:s"a'
whole. *.:* * ,- ',"

I em.tnrormedtnat-meegees 'hit'an; 'alltimtfhigh"ofi991"iIi. the' first 16; months-of
1965,'·· . . .. ,

Of: course,;';'the,.'agency,'.whi:Ch.has ~ 'the ;-gretf~st, 'effec~;·l1~11. 'these tigures-:;andf

trends' i~; the' DepaJ.'4nen'(of iDefen~e;:.whtch: spent. m'ore1thall" 70 .percent. or ill])
FederalR. &;'D;',-money dn'.'1961-'and.stillspendsi;m'ore'Jthan~ ,Half.-.,' 'It 'ta-eleo
pertinent to 'note that'NASA.;>which; now:,spends: ctbseto :30 percent; has:incteas::
ingly adopted the D'epa~IiieritoI;De~ense.'posi-tiOri.· .
. "I'o ' Illustrate'. the serfo~Sness of'.-' the' (coll~en-er'~ti~n:' is~ue';"'pa,rticularlY"iJf, the'
Department. of,·Defen~ei may'.I lluote'ithe testimonyJof Dr: 'Robert-:F. ,LaJ1zi~lotti,:
cbatrmau.or the 'Economics_Departnient' Of M-ichigan"',s-tate:;'Uni'Verslty;· :tJefore~We'
Senate Small-'Business'(Jomlilittee'in\1963;,'as'fo~lo~~,:', " '. __ ' .,'

"The '.Governmlillt',R.: &' J?£..contracts' appear' to: be"highl;y' icone~ntrated. among"
the very; large' firms; ;Whil,e: s!l1all'business' averages- arou~d.116," to' 17'percent'.'?f,
Depaetment-orDerenee procurement, when,',it'e-omes.to,[research and; 'development:
smalll:l1:isiness accounts;forso:rne- 2'to'S:5' perc~nt: .In ffacat yem:,t961;.·20:co11J(iJ;a-<
tiona accounted for'nearlyq~,perce~t(o~t0t:al-mi1itaryR..~'D;).> '" '" __

"** '*is: itnot-inconsistent-'-'-'-nott~,say .dangerous-c-ror the:Federal:Govern~

mentto -mirtnre eacn-concereesuon '-in the'techrr()~ogically'most 'advanced' fields'
which can 'be preempted-by-the particular'firms"sele'cted' by, military' 'officials'?"
("Economic Aspects of Patent Policies,", 'hearings, Mar.8,}963, p.121).

The' seriousness;,Of'::this' -matter: of- selecti0J:i is"indicated: ~Y-.' the.fact thnt" 'in
fiscal year: 1962, '97 percent of DOD research:-atyards!:were.:uladeOn! ,R :honprice,i
noncompetitive :basis ';(heariIlgs;i ,'fTestiIllony~ of ,Dr: "'It.-" J:':'Barber, "Southern'
MethadistUnhrersity'Law'School'"'~~P.52}.,, .'. :",,'

It sho·u,ld· be fu~ther ii·ote'd:tl1,at'.foJ!the'same~:v:ear",~O:fums .r~~ived5Ifperc,ent'
'of'· DOD's total.r~searChiIllone;v·;:'ang :Cor',~AS;A'.th~_top::~O'c0'n!panies>"received
54· percentJ.' 'Furthermore"five' of, t~ese;..coritr~c~()rs 'ar~';Oi:l lhoth·1istsi'CJ;i.e·a,rillgs;
loco cit: Mar:7; 1963;·pp:56-57); ,'... . ..., '

Now,in the face of th~s~ tenl)encies, which. (a.S.Idocumen~,ill',al:L'append:t:;'tO
my statement}'. ,the"Justice jpepa:rtmer;t,~'has'viewed: w~th 'alarIll 'llt;lder:ljoth: DeIllo~
cl'atic'and .Reimblicanc'administrations since:1947;'whatp:as,beeIi the impact; 'of'
Federal;res-earehand;developm.ent,policy? C" " ,

Q4-400--6~pt.2-----11
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A, most, trenc~3,llt-:~n.f!.lysisof the, ,_daIlger~,)n, .these .trendswas,ma¢!~i'py )1,
Republican Attorney General, Herbert Brownell. In 1956, he declared,:_,iJ:lth~

follpwing }allguage.: l;1iscon,~~;r:p.:-:, ,','with q:~el1.!tureo.fcompetitiyg,~n~erDris~;and
ItIs-importantthat .its ,shareiof .tlns. (research) ,activity be administered .topro
mote ,colILPetiti()Il'''* _,>l:"*., , JWlll:at: imUcatioIlIl,.that: are-avatlable warn .that the.
QQvernm~nLe:x:pe'p.ditur_es,_-nHlY_not run .col1nter",to -' the iIl,d~striaLtrend toward
concentration",but .fn .some degr~e.m:ay:-ac.tqal~y:enfotc:e ·:if-:t" *:* The dlspro
pontdonate share of total,industrialres,earchand:<1evelopment .in the largest .firms
may:forespadoW,a:greaterc()I1pentratiOli ()f,ecPIl0mic.poi:ei:,in the-future.. * .. >:< .*
(A) present concentration of'such manpower and progress means tha.t in the
ruture.an Increastng.share of anticipated Improved .teehnologtes and newpeoduc
tionlines,willbe introduced bythe.lndustrtal giant~~,,:, .. " " :

These, .trende .are relevant •. to the. question of who should receive the. benefits of
a policy of granting'€:Xl;lusivecom.mim~ialrigl!tEl to.contractcrs.' .. .<\.ta)l1jnimum,
Federal,R&,D. poltcy.dnthe administration ot; contracts; as well asInthe alloca
tlon orpajent.rtghte, .s49Uld .attempt: to ~ullter:;lct,trends·towar4,·mo:nopoly and
concentration, :rather .than.j-elnfcrce .them. as these .polletes, as. theY··.havebeen
doing..',...>,,'...,,.,.. '..' " :""::.": .;;',:C, ..,.;:: ...:, ..>..... , ::' '",.,-"-,,, ',',':,:: ..,i·: ..... ,.

'I'o.j'eturn to the-Issue orutnteataon ; my.poalnlonhasbeen private enterprise,
as in' S. 2160, should. be given the sole task of developing and commerctaltzlug
Inventlona arising. out of, Government-financed.reaearch•.... <, '.'" :..'. : .'. ,:

However, there. must .certainly. be -approprtate. -sa,fegu,ip"ds for. .theieconomy,
ffie ,taxpayer, the.smallbuslnessman.vand -the consumeu.In the form .orthe terms
and conditions .on .whleh ".this ... development. ds .carrted., out. ,r:I;'llese· terms .' and
.oondittonanowoneageour ntteutron.: !:>;;:,.: ',::' ';',':":'",,', "co: :-,':

, Seventeen-years .ia a long ttme in:this~ra"o:t:;pr~thtakiIlg__ technological change.
One company, General Electric', is fond o-f saying ill,-:its,r!lninlal:repq-rttlJat:half
of;:its :sa.les.'are.:,attriQutL1JI~:to, PPO<lucts 'Whic_h,:q~d:;notexiii.lt:1,O .vearsngo, A
system where the Government takes title and provtdesfor.uHberal gra,uting of
e~clusiv~;:ln:d;,n'9:ne,x~lusi:ve.J'i~~n$~;:w9uld·,aH()"'Y' a;~:19:re.,realisticperiod of3 to 5
years .' for. .a., GO::qlPWY--:, to .proceed >wit;p..: development ',l,ln,d 'D1arketing:'Pl1as~, with.
absolute,;in~e-n~i:ve.s," and-abeolute ;protection.- ·At ·the:"end::Qf-;su.-;h, a periqd",.!h~
company could come back into the agency arid make a -showlng of what ~t:ha(l
done,' as .a. basiE! ;forin posstblerenewaj.or, thisJieense,:fpT';3, renewal:wr~()d;" ..

Not only would this give a complete flexibility as to the number of years.dn
volyed,'--:)Jllt as::t<> ;;other,:,t~rms:,af.l.d condttlons ,:(j,f;;:the,:grant. .For,,.,Ills,tance,
there could" be iconsdderatdon :q-f-States .. and-muntcipalitdee which: must provide
servtces-ror .·all; of,,;the •.-people.... and .or -hoepltalsrand -untverstttes, .which,.·are
renuertugservtcestn the public. interest. SUGh' a-syetem.could provide for.equl
table access for small businesses.w:h~ch'didnQt,participate,iutheortglnal.contract
for research.orcdevelopment.j- "T:hey .coutd.atso proyide,:for a-determfnatlon: of
royalties,-;in .certain.eaees; which.would pmv-ide a: return to.the .taspaver-or-soroe
of: his ,$15' bdllton-ennual-dnvestment.s "An:fi.dditipnal feature .should 'be.that .the
so-called "walldng-In provtsions" :'rshould';'rf!qu;~re'!W!filking.;in .. :by·.the icontractor,
who" desires to.sretain ta. preferred-posltion., This, would 'save '.' the:, Government
the -administrattve-burdene and-expense, of.monttcrtng,and enforcement. A re
newalproceeding wuld, also provide:an, .oppprtunity,Jor.other:partieS', to present
their.viewsand claims on thebasis, of .changlng circumstances." ' i'

I now ·tum to the.fleldrof .procedure. ,As the, chairman. knows from .hls long
career- dn: public life, the procedural section of: any, 'b-ill is .justas important as
the ,policy .declaratlon.i If-nob-more.. so. My: formalcetatement. contains several
recommendations: as.to»procedural. devices; and Lwould -Iike to point, up a few
of these. '. :'>: _,::':;'.;'" ·':':;~;",:·'i ".-<:<k.: :'.,;."; ','i;'."

I have been especially. concerned W-ith:the·status'of:smaILbusinessunderpatent
leglslatlonthat Iilay be: enectcd.. ..May, I-sa-y .thaf my·:smallbusiness· philosophy
is not the protective v,a:riety; 'T, believe" that we: must' give smalLbusiness ·of
today an even break so that they can grow up',tobethe--Iarge substantial busi
nesses ,of: totnorrorw.;tplis ,-keeps.,our,econ-omy dynaJilli'C;-:,:!t is Ipillrticularly impor
tant,in new'field,~",which"are,being,:opened upby':Government~financedresearch
and· dev.elopment. Fir;msolik,e-,IBM·,:Texaslnstrumen!ts,' or Tektronix, :from. my
own State of Oregon which will be testifying-before you today,' were:!all :once
small b,usines.8e~.:.:>,<, .... , '--'0::"."::'< <, ',',:'-. "

The,problem: i$-,how: to _pro;vide .access· tn,the: ,$15.:billioll,;pro.dncts. :ofOovern..'
mentR.& D;, w;p.ich is: perfprmed.by relatively, few:fil1ms;,for 'all,of the small
business community. The sUbcommittee has a- golden:opportunity"to ·:dothis.
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Itsay.partdcularly to Dly':hrother)~ember''-of theSman"BusinessOommit~ee,{Sen~;
utor .Scotcj ' that Congress: should.ttake. the ttime -and trouble' to. devise .thet pro
cedueal-features whteh.wtlj carfyout 'thls-access.v Il'hts.would not. be .a Repub
lican measure -ora Democratic:Dl~asiIre.-butabipartisaneffortto .strengthen the
foundations of our economy by .grvlngvthecsmallcman a,fair'_shake.'" In:'.s; 2160,
my .btjjon..'NASA-patent .policya-which: I'rhavekattached-as an. appendix 'to .my
statement..:several .or.these procedures are:set"fol'th.·_ 'I .would .lfkeutotadvanceo
them.ron.fhe: committee's conslderatdons." Since, there-are-few.landmarks in, thtsc
area, ~L;wolild:iltke to •stress that these .suggestlons -should ,not' be.'regarded" as
definitive:" "These, are .efforte.whtchE hope- might contribute to, .the. creation. of
aworkahlesgatenr,

:,These.:,pl·ocedures have-three-featunes : ,Notlceu.heartng, "and .limited judicial
r-e:view''':,::~:;,;, .' ::-';:;, ,::--":,-,-,,,, ;.':"i, c:>" .

Lam.also-concerned as is the, subcommttteeiwlthcthe interests of the taxpayerv
The taxpayer would benefit, under the' licensing system descrfbedrabove.cfrom.'
increased competitiveness: andrlowemprlces-of. the finished: product. He could
also .benefltdmmeasurably. from ", therdnstttutioneof ,:ageneral pOlicy',Of" sale': or ,
royalty of the patent rights.in areas;where:this;-is"a:practicability,,' .:1 haverecom
mended 'in my, statement that, the-committee, secure' the opinion: of- a 'fiscal 'expert
on the amounts that might be realized through such a royalty system;

The cause -of the-Indlvtduab Irrventnrhas also.been.mentioned. '1. believe that
consideration -of this "legislation: presents.tan» outstanding .opportunity-to give
greater standing and, possible financial reward-to-the -Indlvidualdnventor-" 'Any
provdslon. governing-the.relatdonshdp oetweenenocovemmemand, the' contractor
on this point should probably be conditioned upon the relationship: between the
contractorandthe individual employee. ., .

To conclude, I shall attemptto.aumup .the.dlrectlons-Lbelteve. the.committee
shouldt.teke. i' ;With,respect to',S.::78.9,'1 believent- is, a'; fineexample of a-procedural
trap. As:.stated:by. the, Department: of 'Health,' Bducatdon.eand'. Welfare;::'!the
entire thrust of the .btll is thus, -tormnede.tne.Govemmerrt's .taktng -and' .retatning
of ownership in inventions derjvej-rcom federally,financed-,research"by:making
this! ,a,-long,:a:rdUous;: and- .exceedtngly dlfflcult;t and' hi 'many: 'cases;-.impossible
task." ..., , .
,)S.i:1800,:is,of.' course, the'prineipaLbill<before'thecommitteei f-commented

upon the provisions of/this: bill: in'considerable: detatl.fn .my-formal- statement;, ','I'
might repeat that I consider section>ll\~wbich:repeals:thejpublic.:interest::Pa:tent'

provlstonsof the, .Iaet 80-,year's',<to',--be unsound-and: undestrable.. This .leglslatlon,
rather-than .reject.the. past; .should tbe .bulltron Its monumental successes,

,With,respect:to:·the' .chief secttonosectton :,4; T'?elie.ve,the ,', policy 'of 'favoring,:
the-waiver of ;patent. rights to 'the.contractor..dclng .theworkIs undestrableforl'
the reasonsthat-I have-discussed, above.or'Dhistpolfcy.goee even further- than the
1963,.patent.. statement: tn-ronowme. the .practlces 'of" the '" Derense rpepartment'
which are getting the economy in so much trouble. The fine provisionplacing
the presumption title in. the public interest iavappllcableronly to the area of
he~lth, ~elfare, and the public safety~ "Thewisdom ,of this policy is demonstrated
by the .ease-'of the test for ;PKU·which' has come,in .roragood, <ieal'()f,cliscllssi()11
on the·IS~na:t~ floor, lithe committee; and.In the Ptess.", . .'- ,', .. :;_

.:On, August 12, 1965, two senators fntroduced a' 'bill (8.2402) the.t wollld'up-
proprlate "such sums as may be-necessary" to buy a test fOr every ll'ewborn
baby, in, the country. A little,: aritlrmeticdemonstra,tes that,;the:sums necessary
would be more' than $2, million. higher uu(ier a -nccnse polict than .under- a ,title
policy. Since the original apprOpriationsfordevelopiug the PKUtest 'are estr-.
mated to be about $1 million, it can be seen that a failure to take title would re
sult in the taxpayers being charged: 'annuallY $2.5 million for something they
had, al.r~ad.y_ boughtfor$l,IIlillion., ..,Th~s. ;rnatteris, detatled.dnun.uppendix .to
mystateInent. . .... . . '. '

However, if.,it makes sense to safegua.rd cthe taxpayers' Investment 'ill this
area, where the .taxpayer ,puts up an esumatedts to 25. 'Percent of the research
ml?ney, .does it, notm,ake evenmora sense in scientlflc .instruments, where the
taxpayer furnishes 57perceut;. Or electronics and .communtcatlona equlpment,
where 'the taxpayers:,sha.re is .67 percent ;... pr. .alrcrart.. where .the ehare.ta aa
percent? . (;Irederal B~tNe'Ys, November 196~, p: 357.)

,- 'rll,thefina,l.append,lx,fifrpy statement, I .set. f~rth data confirming the fact,
Wlli.chWEl:S. dlseussedon Tp.esday mO:rlling, .tllat as, we, move toward fields .where
the Government needs I'elid items," the proportion of development paid for by the
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Government approaches ~ '100f 'percent; '.,For; 'instance; -there. is' almostc.completej
transference between: Items such- as' the'.-Ke-:;..135 .jet-tanlrer-and- the: Boeing>.707.;
and the military synchronous eateljlte and.rhe -Early !Bird' commercial-satellite,
.It.fs thus in the. defense -and:,spaceareaswllere~the;necessityof protecting thee:
public Interest 'bY this-type oftpolicyds the'greatest.

My statement also goes-dnto-detatl- .on' mereasons-that. '8.-'.1809: 'does .nou.glve 
an, even, break: to .the: emall.. businessman, the taxpayer,' therarmer.oor.che con
Burner.' Lalso .presentoevtdence 'aa-to.the. undesirability- of prricedurad.standards'
such -aa "exceptional circumstances". and vspecial circumstances" twhich-are .im-«
portant in, S.,'1809..Lastly;, K tsoa-wouia seem: to-make 'no dmprovement.Irr .thet
unfortunate situation at the space .agency, where cougreestonatantentton-and.
policy.is, eonstantly-beingwlolated 'underthe,present,NAS,A regulatdons.« Itts
my impression that the bill will merely repeal the .congressional mandate and',
leave,matters, to the same administrative .discretion which 'hae createdsthtaun-
fortunate situation. ,," ; '" ' ,y': <,'

Some suggestions: are also advanced-as-to data.which-the. cornmtttee-should
obtain and update relating to matters which have-been-the subject-of .subjectlve
opinions but which noflrm 'data has.been-advanced..
It .Is my belief that aily' patent.legtslatton .shouldtbe. goverrredl by: the- fcllowdrrg

six general principles:
(1) A. clear policy statement that 'Federal;researcka.1:id:developmentpropert~

Is..a "natural .resource .belonglng "to, the; people ,of',' the "United. States," and 'must,
therefore, be safeguarded accordingly. " 'C

(~) .Plain and certain penalties for.the giveaway or unauthbrdzed'dtsposltlonof
B'ederalR..&:D~pro.pe-rty.'·

(3) Provision for preserving the many congressi6:nalpatentp-:t6tections','that
have'been·order'ed'iIito:1awove-r,the;past three decades. , , '.'" '

(4) -Practlcal. means,' for,' discOUraging 'monopoly': and eoncentratton.vand'-thus
protecting the interests' 'of sman.business.and.-anvopen. economic :system/'

(5):Olearand· unambiguous' 'standards for' separating priivate and: publfc In-
terests in the commercialdevelopment.of the'prOperly; . . ,

(6) ,A;sysfem,wherebyFederal R;',&,D. property 'sought. by prtvate.companies ,
for commercial development could be sold or licensed to them for an, ~JP0tint
equivalent" to .fa.lr-market vvalue, -arid. 'the-same-property sought- by; othei-rpubltc
institutions' for dedication t to: publicpurpcees-could ibe:': sold-or. Hcensed' for: h lllf i

ofthe"fairmarket',valuewherever'practicable.. , "">', ' "'i,) , '" ,'!~:[i:;
In: K" 2160" ,r' have suggested .addtttonal provisions":forpublic'licen:ses'--::a;rtd

royalties, .and .procedures wllich .would: resultjn}writ~err:findlngs-,"oy :Ithe:head ':?f
an "agency as to-both .publte-versus prtvatednterestsparid 'value' of ,patentinterests.,
These: propesals migbt, be-helpful: ,to.'tl:1e;sUbcOll1m:itti~e ik'formulating the; lleces""
sary ,standards,:and',I commend-them' to-the- SUbcom'll1ittee'J3()~?nside~ation,.'..If
I. can further assist the: subcommittee: durtng. dts.dellberations,' 1:" would' be.'glad
to-do-so. . : ..!"". '" ." -,

, STATEMENT"OF' SENATOR WAYNE 'MOBilE

!ir.",:,Chtiirnii~, :Pl~in})er~:, '9f .' :ihe'sub~~J)lmitte,e" .If': :all!ll1~~( gr~t~f~'l~ ':~or, ,::_1h'~:~
subcommtttee's courtesy in scheduling my.appearance-e-fon -severat-reaeous.v.j, i"

, rhe:::I?f!.tentbIlls:,'pr~seJ)tlY'.l:le~ore.;you; raise- whac-Lsconatder to benthe most
imp'ortall'te~onomic issues ot"this 'genern,tIon.:,,:;They fnvolve.cthe.. economy. of,:
niy ,State" tb,e,::future.,:welfar:e, ,,of,.:the ·:90 ,percent pf,:'A-me:rica"s','business popula- i
tion wh~ch:,:is,:sIlla1,L; busill~~s;:: .and ,:the: public :iIlteJ;'est:.<of~.,Jl1e,',,' taxpayer; In-,
pro'perty.whiGh·is~acctlmu_lating.atthe rate ,of abo;ut$15 billfon-a year.

BAO:rfJf~O;U1'1n"

'As': tlie"subcOmD1id:e~; isa\v~re, r ::hav~: b)~e~ i cdri'~etnkd",i'tli" §rife~wir'~ilig,- t~'~:_
property in, the Public,:dQnmiILstIl;cel.~,aIll,e .:~othish<!9-Y;:".W,J;l;e :\~o-!calie.d,]4,q:rse'·
formula grew, .Olj.t', df: C'ollsideration,: pY.the: Arll?-ed ~ery~~~s: ~Go~n:~.itt~e, ',iT,l
1947, 6f'-a policy'f()r',. dlaposal ,of l the mountains of sUfPl.l~:S jnilitary pr()pe~tJ";
that was left over f~omWorld "War n, '" We q.e~~ded,: r3,the,~,: than giyetlli~
public property away; that,it,.'sllould, be ,s:old at'fair,market, vallle to privn,te
companies,' and for '50 percent:,or'.p1~rket' value to,:,St,at~s:':arii;l,.n::J,u.nicip.alitie~
for public use..Since then; I-:ba;ve:,s'Oughtto applytp.i~<_f()'r±l:m~,a.·,tO::.tU;trausfers-:
of real 'estate and tangible,' personal ,property' ,coxp,i,ng,,1)efore ,'the' Congress.
If I may say so, the LibrarY'ofColl~e~smadeatabtila'tioll'in,,191,32,ipdicating
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,)that" .ao.s.eeea "[about: .two-thtrdanthe.cstse'nof j~Rhode, Halandt had',"bee~\;,made
subje~t to this formula, and about $800 million had thus been.csavedoand
returned to the TreasurYi:;:jIi believe;" that: the; rchalrman .Isointerestedt.fmsuch
economy measures.

\drr.mddibion,',f, 'have devoted lluyself .to. the.preserwatlon of"the.publtc'sfnterest
in their navigable, stre,a.ills. a!1~ :t;iy~rs" tllr01.~g~ .multapurpose riv~F_ v~lley

')deveiopment;';,d :iJU ",: ",' ;,(". __"'([', ,'" ',,' f', ~.','-"_", :",'" ..'

i "Tne~e ~~ollcetii~;tI'ed' me-to' (ta~e"ani iljlcti~e.part: '~ri 'th~;' debfftes6n,th~ at0niic
el}et~Y"'aIld':space:cotrirriun~?ations:''l.egi,shtti</n,o{}95~' ',antr }96~",-;w~~re, ,l,arge

··ttmdU;rits·,'of' ::inl~ngible ::pafent. 'ptoperty. ',3;ud. tech1l9I.ogY.I)el~ngi!:qg:to' ,thelJ.$.
.,taxpity'€l; ::,\verelC.at' issue'. , . They "'h~ve,',-a,Jsd' -Pl7pmpted',' me,' t9 ,:iritro~u~e.' bills~n
the .',s8th.l',arid':S9th"Congresses:' to' '-co~rect'. th'~" coIitilluing,violatipn~, 6:~' -conercs-

"sion.'aJI;pafent-:'policy;'hy·'the· National' A'eJ:?:n,flut~~s'an-~,' Space,A~i~~strati(m.
In ~~~ition'.l have been, abl~. to par~icipate i~: tbeS0J:istdedltion 01:' :,the:economtc

")aspects 'of!'patent-,policies"'by~,-tIie-·se,iect -OcftniAittee" o~ ,Srlla:ll l?u~ihes·s<:.d tir,illg
'ithe(p'a'13t 3J;years~'i "(.\,,, ,-,:',< />:'F: :"i> ( i' 'Ye", A:;}/:> ":'-'-"",'-.:'~',,-\:, "!"""".">,,,;,,

As the ,~llairman 'poi~t~d" out, ,_ orr tfle, fi~st m:?r*inifof': th~: he~lJ;irigsi.'the
issues! 'are' -cbmplfcated; .and 'it 'is', qiffi,cult':to galn:''3.n:ili).der:standi,ng: of~an" of
'tliefr;fa:e~tS:.:;"": ,''''''' .' ";.:";',"", ·.,r,.:t'.·:,i'i""" ..... ,;-',:-:-'(~:~~H' ,," ",~::,,,.,r,:_,:."''-,. ".:,,:
C -'I,t{-is":tt;;sour'ce of,s'atisfactlon. thaFit 'is' 'ph~siNe 'for' iu~ 'to"par~iciIlate'in, the
""greatJ<le~ate": oil . patent' 'polic;y,,';: I'."s,h3N' b:Y;'to.' a:s,sist:, the·:subcommittee,t:y
relating: my; experience . and: ,explaining ',roy' views-ton" the' bills' before you and

broad questionswhichI feel they raise.

'''':',' SIGN-rFIOA~:~~ o~ ':THE<tSS~S
'In :my, j~~g~~nt~ the, she.er,ainoun't i ofl-publfc .property, the .subeommltteeds

dealing" wit,heds "enough' to. elevate .-the,:Significance.-;bf',1l:'eorrgnessional decision
to: theJev,eL·of:,thQse .madermt the :.Northwest .ordtnauees, «theihomestead '.' acts,
and the land-grant college legislation. A little later, I shall show how-call
the, ,public·proper:ty: .dlsposed of .undert.tnese great-aets- 'of, Oongress was: wor-th
.lesa .tham f$l "billion. '; Yet, -we. rarer talking: here' .about .propertyrbeing-patd -for
out of taxes-at the rate of $15 billion a year.

Any -congressional.. declaration, of ipol;icy"jn<this:, fleld-cwlll. .be .looked..'upon
:ae.a.. watershed-dn,-the ;philos,oph'y::of,lJhis·'.'('puntry.i ·:It -wtll-vhave.: far-ranging
andr.unfoneseen.effects .on the cltmate ',of: opinion:,fo,J:-',decades rto-comea •. .Senator
NOl:rts,:J.nJ;Lis'Rutobiography:;'made, the followtng-statement :

:',lTb.e. early;,twe:lltiesi:~b'r:ought the: .ennezican «people-to -thelr.tknees- .m-worsnro
at the shrine- of private business and industry.. .

"It was said, and acceptedtwtthcutaqueattonr.byr millions of Americans, that
private enterprise could do ~()- wron.g".
,""The' next :12,years·"-was",t'6:'·'pr()du~.e".one,'o(;tlie'''.~e~t:' chi'ssic:,:struggle~ "of

the! legislative: branch of·the' )Natioual';Govi:lriim'e:t1t/'t~e"'baititi~,;of~th~,'Te#~ss~e
Valley Authority, betterjsuown as TVA.'-'C'i("Figliting":pioera:1;":'by;George'·W.
;Nbrris;cli'.'2.)'·.·' ".,' ".', ' .. '.,',.,':',,"" ..' "' ,-
."Afteli:;'the.tbreakthreugh-: forge_d' byA\{r(: Norris, 'an,d:'hfs,,'cOlleagues' in: .the

legislative 'and executtve.-branchestldtirtng. the"1930's""there'was a -good .deal
of forward-looking legislation in the int~rest ofaV of,.the,,:IJe'ople:of, tnis' (;()Ull'try,
wherein patent. rights were-retai-ned'by· the'Governnlen,t 'ancl'made' freely avail-
'abH~;tothe'.Iiu.bltei'::.r~ ,';:1 ,'" '.' ..' .' . :' ..~"',.' :" Ii;

It seems:foim.e;,Mr., <lJhairmaIiithat'tb:e~iigen:~ies:()f-Wor'Id"War II arid the cold
'war,:1iave anade the wheel·c'ome;full,:circle;"'~e'ri.()'w'h~a-r'c0nSi;derableadvoeacy
of th~ position that OnlYi:th~~~rgest:prl-v~te'corp~ra:tiOl1Sl'are~,fit;cuSti?tlianf3of
,property:developed' atpublfecexpenses> l'suomitl that ,we who' have been' in public
life;for' some ·time,)'a,nd'havesee-n 'these :'cycles of;publicity, ·.·a~d 'whatpasls,es 'for
"publi~ opinion," have a so-~~mn obligation to protect'theistatute'books'- of,·this
country:fromtlle notion tJllat'prlvate. o~siness can"do no'wr0J)g.' . '

'There': is; :secoildly,:'sigriiIicance <of, ,::1,' very' roa:terial--nature in' the disposition "of
publiC, pr'ope,r.ty,wortll $15'billiOl{ a ;year.:' '~he -way'Corigiess' 'distXibutes"these
'valiJable! commercial·rights wiIt: have 'a .measureable inipact'on the. str1:Lcture 'of
our'econoIhy',:the:balance:betwe-en: small';'lli'edium:sized; -'and:1arge:btisinessesj' the

.trends;toward:'concentration:'an:dJ;!monoploy,','and ;the' :relative-' power' of the, 'ciVi~
-li'an-s:andi'tlre,militaiyiin--control1'ling,our G'overnnrentr' ,. ... . .' . '...

:"IDhird/ this 'legislation', by;prQp?sing:to'repea:,~the;prib1ic:interest·patentsections
of many benchmark acts of Oongress ,threMensiito: undo .'the,work which' many: of
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us-have-fought fOrjRIid devoted. our-careers.In-Dongreas to; over the.span of.the
last 30 :years. '

:M:ay: Lcomment on these three potntsdn reverse order;

EXISTING STATUTORY SAFEGUARDS OF _THE'PUBLIC INTEREST BHotTI.DBE :PRESERVED

A~ y()uare·it~are, section 'u -'of S:'lSdO wo~ld. u~de~ the 'i~bel'''an:~,;'in- tile
gutse of "technical. amendments," _,sweep.away: -patent provlsdone of' 10 __'laws
enacted, bYe Congress .stnce-anas. The. patent secttona.tn this legislation were .not
"techntcal mattersv.when they _were considered by .tbe vartous committees 'of this
body .and ;of the .Houae. of Representatiyes. ,.' _They were not "technical. matters"
when they were debated on -the .floor of the Senate, in the preescand throughout
the country. <They werenot "technical matters" when they were.jslgned.fn the
Iaw oftheland bY,01irChi~fExecutive.,.,,', "" .. , ,: , ',") ,,':

As was' observed ll'y the distdngutshed junlor Beriator from Alabama and .tne
chairman of the Commitee on Small Business, Senator Sparkman.jon, the .floor
oftheSenateoll',July2:4":l9~:, ",.', :'.' """:, :"

"In other words, these, private power and, industrial companies want to-deter
mine who should be licensed to receive the beneflte of discoveries and inventions
financed primarily by, the .Pederal Government and, also what pricethey.should
pay to; receive, these benefits. , This atremendousamouut of power which could

.be used to stifle competition by 'eacludlng-small .producers and dlstrtbutore of
electricity. ",; ", ,", ','>;

"In my mind this is the meat, the core, of, the Iegtelation whloh is now proposed
to amend the 1946 Atomic Enf3'rgy:Act.* *,*,There are other issues, but we must
not lose sight of the big show-the attempt of these industrial giants to obtain

.'exclusive: -prtvate 'patents;" (Congressional" Record,- vol.' 100;" p;',11789:)
Mr.' Chairman, patent rig~ts'to,'public"propertY"are',stil1"th~ "big, show;" 'and

.eeotion ,11, is .an attempt" by:private business: and. Its. representatives to, -steal the

.suow,
A'little later in, my testimony I -will show-how few.compantes-c-actualfy only

-about two or threedozens-etand to receive the lion's share of .these.publte.patent
rights.

I· have, searched: the Record for .compelllng reasons' for ~doing the 10 Ieglela
tiveprovisions that section,l1'proposes,to;extinguish." I have lookedfor.studles ;
forempdrleal data. ,Ihave'yet to' find anv-reasone or data.,The'simple'ex,plana~

tion, I suspect, is that they do not exist, ','Oll':the','contrary,'the'eVidence'I:l1ave
'found, pointe uniformQy toward' the retentiorr.of these provisions on',their 'merits.

\ i ; . ,~',':

. T.lTLE POLIOY:HAS "SHOWN'iITSWORTH

Let ustake a hard.analytfcalIook at the~~~~uen~~SOf"the";tih~'~:'~~d'~'no~~
title~~,patent poUcies",beglnni11g,:w;ith· .the. oldest sections in point .oe time, .. those
dealing' .wtth :agriclliture)lndforestry. "'.;'.'. '.-: :-: ': ->,'::, , . :;

. First, let me say to the 'subcommittee that lam familiar with the.problema of '-a
~,tate in transition between an agrleulturaf and-Induetrlalteconome. ..'I'he.econ

:OI;ny:of the State, of Oregon :is quiterslmllarito the economy' of, .a .Btate .Itke
,A-rl{,ansas In many ,"'Yay,SJ:::::; '::.'" ') Y'::, -;

III its reliance 01.1 agrtculture androrest producta. ;.:,;:: .: ':,",r;.,!
In the fostering of industrialization, based largely on byproduetetand.new

developments.ln the't~G.},1ll9l.ogyofJheagrtcultureandforestry-flelda.
",)'11 .tts, ·recreat~oll:;-i1.1dustry;-etemmtng ,from; ..loca1:;ion :' astrtde .the,:Pacific
lly:way"as:Arkans~l3"lj,e,s'a-~ongthe Mississ,ippi1:flYiway;",; 'i,-:l1i :',;.: ;;,':,,, ,j;'.: -.

The .paesagea.of the.-;l9,62 -In,d1l.§triaIHistory:o.f-Arkanslls: regarding fhe! 'State's
'~-O;ortEl:,.to:plan .ror, compatlbtllty among these .elements could .just .ea.wcnbnvc
-beenwrftten.about.my-State. ",",;c >::.':'-'- ::;.":.'; '>ii,'::,;';

The patent policies, ortne Department.of: Agriculture; whleh were worked' .out
laboriously' over; 80' years,' and, are; embodied-In-the :1985:·:and,198-8',acts,:have a
direct bearing: -on .such .economtc .acttvttv. Aa.tswen known, -thie.degtslatlon
carried forward the,policy originally .set forth. upon the Department's. establish
ment. -In 1862, the Department.was "required .to .acqutre dn: diffuse. of-the-people
.or the 'United States .nserut tnrormattonon .subjecta connected, wlth-agrleulture,
in the most general and comprehensive sensevof-that-word.candcte ;further;~:to

procurer. promulgate and-dlstrtbute ..among .the. people new, and-waluable seeds
'and plants.' (Organic'Actof,1862,' 5 U.S.O. 411;)
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The 1938 act' 'established 'four'-'i'egi6ii'al '~utilizatibnlresea:rch'1aboratories, to
search out. new outlets an(l, W,ider "mar,:kets"for. far~ '. products. 1;0. ll~co.rdance
with this _.philosophy, tlle::p,~Jellt p:o~i,cy- of: the. Departmeiit, of _Agr~c.U:lttire .haa
been,,to_ retain 01Y;q.e~,sll~p)i_n:,the:.lJoverrup.entr .so that .acceescanbe:glv;eA, fJ;,eely
t();-any__resPoJ~sible_,p'ers()ll_ OJ.' bti~i~ess concern.:,,_. ; ,_ -0'" ". ," __ '"'- ,'_ ",'i '" __ __ ',','

"rh~ithave been' the results of thhLpolicy? _; A()PI:e~jd~nt lohjlSOIl. stated; in: hls
fii.mmJssh.g~,ii{Febl'uar'Y:' J,>"; "<--"" ", '. --":' _!_":.~i·,.:;.'r":--;:; "':"'i" ..'.' -""" .. ' . - ,',

l "Thirty y~,ars ago, over. 7 million ~ericanJamnies,li'ye<lontjie farm, Today
31{2 mmtonramntes reed a populatdon that has, g;r9""n',by50, percent. .Enough
fOQdj~;teftoV~F .' to:fight~ung_er"flm~)llg f,ree: J):e()ple,~ll.,aroulld tq:~gll)be.-,-,. (:S:. noc,
N().73;89thPong.,lstsess.},',.",">,'" "',',,__ ,,, "",:,,:

And._a~ Yic~ .President H~DlJ)~I:e~ :R()ted jnll~s,. re~~r,ks JO"tlle ]j'a.rlIle.J;sUnion
iuM;arch: ",'; ,,;.:',:', ' '.. ',_ "';",'".',',, ',>:,~ "

"The ,AmeJ;ican,consumer, now 1S,enjoying;food,~t,,the; lo;':Ve.stcostof any .people
in th~e world In terms ofhllIUa¥ effo'rtexpended. ',;", <;"":,, " ' '

'.'1:'h;e', Illil'3,cle ,ofAnH~l'i~a:q., 'at;riC:,u~t~raleffipi~nc~: ;i~,I~~av~g; its, imprint. in
eyeryareaofthe,wQdd.,',,_:,· .".-",'",:- ,:-c':- " " , '

"We now are exporting at a$6~billion 'annual rate. ">,.:~,,

"Agrtculture is 'our greatestd,ollar_ eaFne;rc~Il,fol"eigntr,adet()day.. .,'
, "Food ,is ,power. ,Abundal1~e.:and .the',ability",t(},uroduee abundance-c-te one .or

our m~s.t, 'valuable, 'asi?ets, of' strength, .In ~h~:world.,:today.'; ",,( S'Pee,c~: Qf Vice
J:>resi4eJ?-;t~;a~pert;a~: ;H;l1_mp~#~y':~~}\{"",r9h,l;5,.)96,5,;cPIlyen;~ioIl:Qttll~' ~~tiolla,l
Farm-ers,Urlion;'Chicag6;pl.X- ,,':' "".',',':' ,; ,': ;', , ,', " ,,',' ,,""';"

.]lIy;State pas. real~z;e~"dJ~ect"e9.oH()m~~·benefits .rrom ,the,il1"eIltiQIlS: and .proc
esseswhlch have arisen out of Government-financed eeseerch., __ .'.:rl1e,Y:)lave,en.
able(t.tp-,~, .. fqt:est.prq9-Hct",~l1d· ,agrfcultural,indllstr~e~, tQ"maintahi andJncrease
tl?;~:ir'~wnpe~ittverless,:iii' tIle' ~3,C~.;,o( :s-u})s:titut~ J?~tel;ia,ls:"anp., proc~ss:e,s.""l:J~t
memen,tiori'afewinstan'ces':;'.~,':',.'.' . ,,',,:,"'.' "': ",,;',,-:,",,:,.'

1.-"T:t:i~re,,"~rsil)1e, c~rcu.lat.i<.>n: ,ldln,:_",lliyh, tnme, »i0rq.s: '.of, ,t1}~si .supeommtctee
"constituted' a' very sfgnfflcant'.contrtbutlon to the lumber producing ~ lln,d>wo();~~

USiIl~ .tndustrtes, and, i('l: now."us~~ ,by .large and small companies to achieve
"g~ell.-timprovedmoisture"qllalitY",control>I< *:. (for).•about 40,percent,of the
total1umber,pro.ducedintheJJnited~tates." . . __ , .",' .", .. -

,2, 1;he plywpod, pr9Gess~s,ca:1lf:d, Impreg andIts cqw-pr¢!3~.eg:coHnterpart,,:com
,pi-'eg., .. :,¥anllf~ctllre, ;o~ ~Ilf!slrlIla,te!illls, tplde:r,D.epar.tIue_nt)ic,~n.se,is :now, a. muttt
mil1ion~d91Iar'indus,trY~' . :,,,:::',,:, .~.,..:: .,. :.,' "";;', ,.,'," ' .... , ,

3., ,{)f great, interest ,is ,tlH~, tu'rp~htin~,.derivativ:e, p""teIited:by,the. Department,
,and:w-hich is 'now licensed t,o,at least. piree ..colIlPani~s: and .Is produced eommer
:cially.at the ,rate,pf:oyeJ:'f ,millibn.;pomilis :I>~r Yea.r: 'Y~tha 'IllarkJ~t vajue. o:f: over
$1 'million. This SUbstance' accolllits 'for virtually all synthetic rUbber ,for. auto;
ruobfle .tire .. treads.,., (Source ()f .thts .matertali ,':p,ate.n,tPractices:;pf.the. Depart
ment of i\.gri9ulture,'~J?J:elimfnar:rr~IJ()t:t{).f.tJ1g.Subcomml ttee qn .Patente, 'I'rade
mar~sand(J9~yr~ghts!8Tt,h,q()ng.,1st sess., 'pp.,37~39.),:'::',' , .. ,.,
A~,an, appep.,(iix. tOll;lJ'". ,r~mar:}{s,. I .. Wil.l,place i;tl:t~e:: ;t'e,l::~:tr(l.adescripti-on· .or

other: Ag~ic~ltllr~; »ew~rt;.rqent, jnv:eAt~o~s; whip~ .. ha,;e,. ~up~~Il;ttany, b.~llefited ,the
lumber industry, one of which accounts..for,abouL7, .peicent:of:aILwoodpulp
producti0D;.. ,:-:", .'... ' ,,< ;.:,>',:.',',:,' ':;,~- ">". ""':'," ',"',",' :,:' "-,;',.',,""', ":'".,.,',':'.;
. ,!" 11m. WtP:r~ss~,lllso ..bi:tlie,be;nefits,which,.t~e...·SOut:he~n: ,U:qlizatipn, Itesearch
and' 'DevelopirientDiVtsi6n has; broukIit' to the', cotton: 'ill;(l:l!~~ry:: by", :virlll~:,o~'the
23patellts, it, has,obtaine,d., ,'X'he ;cp,tton ca,rd~ng, a:t>par~tHs'J'w~cp.~Une;Illaga,z~e
declar,eq,t,o ;P~ ttlle ,fi,rst,1Ila'jql(: irp.p~ove,mf:1n~;:i;tl. cottCl.l1"c~ra~ng.,~ql,liPlIlentin: ,60
years," has resulted in a savings of between 2 anq,5::I):ergen~., ,.Thi~:llI1S,~limin,f!.ted

50. perc~nt .9"t ,the, us.ual, '\VMte, and sll,:ed, ,Dlore;,thllIl'$4();miIUoIl,annually: ,fPI{ the
V.S:.~ttOn_tl:l~tile.in4l;tstry.",,__,; ,,:>; .•' ..... ; ',.. , '<"::'i >'i '!; . ,',

The nep::irtmeilt has' also "registered outstanding successes ~iththe,:deYel9Pr
t;Uent of ~ashand,wear ap.d:wrinkle J,!e:sistant:finis.ll~s."These"process,esa,ccount
for the us.e .of; about .800,000,bales,pf cotton,aJl4.,ac~o1Xlirig .. to a,report 'to. Secre,·
tary of.Agri~ulture,Ezra .Tf!.ft'Benson.;co~tiliued j'to:.holdtJ;1e:greatest, promise
for ,expanding?:r, retaining: markets .for,cot.ton."",.( Utilizat~on,alld.Research;: U.;S,.
Department ,of micl;tlture"October14,1960.): < ,,_:. -- ,,-,,' .';

Other, paten~s cover,the discovery of a proCeSS to; Dlake, .c.ott()Il flame,resistent.
During Wm'ld,War II :alone, the, military used .Illore~tllan,7,OOtniUion :y,ards-·.of
flame resistant fabric and' the potentiality .for,tlJ.is. ~.:l,lS~i ~s· unbounded.,
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",)) 1;·\'-''-iT:r,TJ;;~\P'gJ;._~qyJ?:9E;~;~P.~jI_;M:PP;R~iqQ¥~~9IA._):..,}?~qr¥E;N[['

;'·:/~1~.:)V;~H'~,J~e' p~!t~#f:~~t~~t:~~n~~~ty;~'k_i£~~~~;;~~4~iP~~~'i'*W~"i',~,f'~DM~e!'1:.~in~: :~~e
th_~n,:Secretary 'of,'Agrlc.ultur,e, Ez,ra 'raft, ;JJ~nso~.'~y'R(ly"(),:'N_e~tor~ r_etIr,e~Yl,Ce
pr'esfd~ntfor''tesMlrch or 'Swift & Co:;",~~~,'q('t)~~ *_*g*~.t;:fq9!1,Bt()c~_s~4p:g con,c~r,ns
in,thewo~~d..__ ,~lr:, ~ewtoI1~~, J;em3;rksoll;t,he" qt1e,stion'oKt~ep~la_ttohot title policy
"to commercial utmzatiori tir~1 very inter'eshrig;'arld I:q~qt~:::'~\~h~:q~~r9qWpra;~pJ
t})3:~) has., t? _do :vithdoI?~stic __paJen~s :ari~~~: .rrom .the" f!l;~t th~~'a: co~pany
'~_allnot ge(e:v~ti_:a 'fempoi"lq:iie'iclu:sive 1'i<:¥ns,~,~,Q, 'cOmpens,ate)t, for th,\"f e~pense
'?f: commercia1i¢{ng, a,pr.o~~cfQft,he (Dep'artih~Ilt ,of 4gricu~tW'e ),.,', '';rliesepe():p:H~
will say that 'it inhibits 'the very objective of the 'res'ell;r911,~l1icll:i,~to Dl3.l',ket:qew
.1J~,01d~c~~, ?f'J ~~ri,9vltHr~,.,pgS~H.fjl~.,Il9 one,ni,~~ rm.t ,Hp,t;J;1~; 'n~~~s,s,a,ry, c:3,:rJitaJ'J0f~uch
'a 'hew 'venture without 'some exclusivity to p,rotec't'it: 'A. few leading :q)J~$t.iPJ:.l,~,

ll()w~v~r" u~uall;r1eve,lop tlle. f~Ht: tha,t tlJ,eyWill" KQ" ,iptp :th~,v~nt}1re' ir,their
.-corn:petitoi-s are) tnaJd1S:g a~-'s'uc~Eiss ·?lif~K lit:'~,rh.a,'i:l'· :tJi~)IivenF~9h:'H'i''i,o:o4.-,enOu~h
to be "Ver:v prODlis~J:.lg to, th,~ir ,c.o.rUIJetit,oI<:tp.eY,'.}yl!t':t.i!i:t:?,:, be,at'piIi1:, eo_it: ,',:It is
'doubtful;' therefore;'that' 'this' 'policy is' 'a' "serious handlcap-, :tp" c0IlJ.m~rc~al.izp,1J.o.J:.l
of new developments by util,~~,fl,tion,.,.r-l(~~~,rp~.,',' (I;l,eJ?:~rtpient .pf, .A.'gIic,u~ture

U~l~:,\~O~o~; ,~~s~;k~~~:aH, b~'bt~':b#kf~e~~,:,',~:~~ i,pH~f~~~~\)f: g~~ern¥~~tat 'f~~PDn-
'si~ility' :3;ppraised:'ilie),~gilcillture' iitl'e"'p,s;t~~t:p'oticY:', .. \'~-e, pep,a:rtinerit :'_it~elf
pO,inte~,_ou~'t'QJ:hi,s :~?:~~ittee'hiil9B;~l' ,~4~rpie'}~b;~~~y:, q~ J~'~e];Ying:~Ul~ and grani
mg free access' by Iicensea best .. serves the' public interest,.:.lJY,lllaki,:~:w,;the .p~Ile~ts

?f its; re,seareh ,"f~eel;r.~avatlable ~to the.~~I'Ille:rs, fOb4,pro'ces~or;~onsllnier,farm
prod uet)miill.ifficlurer, :and'all:'0:( the 'me:tiib'a-s' 'of~'tiitr ~nerai' publiG." (Patent
~~a~~~~~s,,~~p~rt;.p~}II.L:.' :;.':':.'.'.",'. ,',,~',' ".:,',",. ~ ;':.'./",,,,' >.:;',: .,".',';: ;.,':",' -':,',",,>, .. ",:; I:',:~'>,'
""~:',rhis, '~,to~Y,pr 'tJ?e, ti.~l~' poVcy ,~f, ,:'tI1,~'A~ri~ul~,tn.',~ D:~J?a:~rmep;t',:o/hicp,:l1ft"s':~acl }lll
opportunity'to' niature';durmg the' 30~year'Peri6d that,',0llr,g-eueration ,h,as,.peen
in,. the ... Senate; and ,l1as, ;bee~ ~Il ,o~tstaIld.i~g .... success ),n:~Y.eJ:Y·8~ns~,(}f.,'theworid.
~re'we"lldw 'a.:t<the pOinf:w~.~rewe'should:tl,lrii:9'ur.)iaCk~()p'what this wise PQl~cy
h~s'acc6:rilpli~~e;~r": ..... ";:>,' ':,","'." ' '. ;:'~ I:' ;,.' ,'.,',' .:: '::.: '.;':' ":'::',' .;,:.: ',.,~.:-',,;:,,::i ';',',:,';'
.·tA,:gUm'pse,-,ut.,"the \'~u,tur'~" of "Rg:dculto/it:l,'pfod~ctsI as'.r~lw',;niateii,als: 'fc{r"th~
chemica['mcl1istry, ,ipl"ovided ''in the Indrish;r'&';:¢niill~el·ing ¢,l1~istryMllgaiil1e
in .l\iay of,,~~2,.cQn'1~ces.me ,that we,'RFepot.,·;· :'flie':Jl1agll~ine'i)Q.inted .Pl.1t'tpat
in~listrrbas; 'fii' thEr1J.I,tS~;.Aori.~ .a gqdd j,o,tioi:nllt~l,izi,ri,g!l~#cultpr~ ~y"products~u~~
-as 'cotton 'linters;' soy"bean 'oil, 'and' tall 'oil from: pine tree's u~~e:r,patents:~~s~grl~d
~y the .S~cretary of .A.grieultur~~, In. fact". it.e_s~i:rlUttes tii,at-tli~' 'V!il,*~' tp com
.ni~~ci~liZed:,prOducts !"an\l'::PJ;oCes~es ;lltider' these' :p.(),ye;rp:~~iit'Pa,tE}rits :~iu(nlIJf to
·aboti~;$2.5"b'illi~ri .as )iig~ills('th~:'tota1;cb~t' 'of 're~earc;h, ,P1;lht and. faciIities,4n:d
'bperatiqns 'of,abou~ '$170 millio'iJ..' ,';11#8 'i~l,W,T~#W~i)~!~~tp-rD,. uj;0n investedcapitfl:.1
Of'I4.7tb 1.'''''''' ','cc "',', ,:",' ',',"".:'.,.,,' ",'" " ,,' :"

., }':Bu.~'-w~ !prop1iSed t,o'"iook' ~~~~«.::: ',: 1li~, ';a).'.~~'pt~, ~t,~t,~S;',:~, d,Fr~W;:t1l~ .._c~~~ic~\ ,~;ili
'dust'ry ,'vH;~wtioiiif, ·~·the "fu~u;re' ,holt;ls', ·~~~me.ndoris' :~ot~tial.,.f()r_, '!ustDg"grellt,er
amQunts .. of. agricultural.I'aw:;~~t.e:i:i~I~.; •'M'6s,t',S'egme'nt~, pf:~Iie.'ii~4ustry, ,believe
'that the reapy .av~lhibility~:l?'"av~rage·,c~-s~, a~~'pr~~Ilc',eo~ ,ch~iniC'lll.collfi~ra
.~onsobta~naWe'~~:8Yri~hetic~on:1Y:alii,g,h.;t!d~t·'(?~.'JJ:ot,~~. ,a~lr, w-W }ead, to in-
creased chemical uses 'fbi.' certain 'agricultural'uses: .", ' . .c',' ;:,. -,';'" •.1

, . "()J?il}ion .. ~s V~!:t1;1allY,.ll-D:aD,i.mo;L:!S. ,t~~~. 9;lJ"r~~izatio~,~of,,9;\e\.p~t,~t;lnW 9't.:a~rl'
!Cl:i1ttirltif raw) 'iliatt\~J!ia1s':llinges' :t!pqn' 'a:'contiri~itii~ 'und:':,'vitotous, p:r,q,grapl; '.,of.,' ,:re·

·:~,~~~;~·~~Z;~t~\~ft¢t~:~~~~'el~~~'~::~'~·~:t~.~'{h:9~·;~6~ .~~~~<~,i'td: *.~~~"64f:' ;~k.fi'~
'cult~re' '~!~ti :Jjioi~Jhe',.woiiael'.:'~f' ~~' w:()rlq;,,'an~'tp~y','~~~'<'w.a1r~. tp~_~qAder>f'ita,te
:a..:paTti'Cb;m:tit'~n:,this~±Citji:ig:storY;:.::::. :': "'.", ~',' ,"" ..," ..~, ',,', ,',', :.. :;', --i'~'::~" ",,' ,)
C)<[f {the;,'fitle''Poli~Y:(jf· itiikhi'st' !30','y~ars--hrid riOt' eiiSJ:~~,,',Jik-:~; :pwt.W~~! ::W9,~fd '::.ll'6;t
be so Ibnght. __ XfIt IS reversed pOW,lt wq.uld p~"a.,gre~ttl~s.se;rYIc,~:J9 ,/?,1,lr ~;tate-s
~a;hdithelr "e()Ple"/"';".:",'.':',,:·"" ,'<~').':~;'~ ,'>:,': :":' •. ':"'!'; ',",;'-'!,' ~)"'-',"':'; ' .. i .',';.": :-',',',,:" :;, .. ::

:in iA''''SimiIir''''G6ve'rIurient:titie_; p'olicy:'WiW .f~e~:',*'~ce~sf pti.i6e,nseEl': was a.4op~ed
-by-:;the:'TeIin'e'ssee· ValleY'Au,thqi'ity.:' .,.a~' it .r.es:ql,t; \'tlii~! N'*tioil;}~~d,8 Jh.~ worlct, i,n
ct€!ePU'ttlogY'of:felltil1zer"pr,otI:ucliq,:tr ~) ;~:, thl~k '1,F"lf' j i4,ter~stiil~: t~:.n.ote-: "tlla,t., th,i;!re
·85re hB:lf 'doze'ri pliints+ii ,th:~ ·S'tate or ;~l·Jf~n,s~"fJ?.t,CA at,~',~s~Jj~,9,ri~ or "mo,J.:~ ,~Y.A.
licenses on fertilizer as. the b~-sisf6r'th;e~tE:!D;~re:operat~<?r-:,'~~ni,l"t!:l~r~ q,t.~: ,~~ne
.c6mpa:riieS:";iilDAtk.3:nMs' '" ~hich",,'r~~~tv~', (i'uari.tl#~' 'Qf ,iT y A :pt(),d'u'eeCl.,fer1~ili:ler
'lliatei'i'ilJs;foFtlirec'f dislHttutiOh, ~ or'for, llpgra'd.ipi' 0.(th ~ir oi;*:prp~l1ct~. '!'~' n:st
of 1:Jhege'~o:tic'etfufwhNilISO'h'eIiiiide'aViHalble:'u:' .' .,:,' 1':,:; , "", ,.. ,. .... ""

A similar story could be told, I suippose, in nearly every State of the southern
region of ,this country, and I 'believe th:at this subcommittee holds the proxies of
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,:thei'r·-:southernn,aolleagties\-;WneinatJ-cdnies 'to':-changfngt the paterit"pblicy']-of-;tl'ie
Tennessee Valley Au!"lJhority. It occurs to me that manY·\Qf;these')Sena'f-oisq~m

;have-semethtng to-,'saYiim theh~ own. rig-lit· '$onldithis .maater: comectortbe S'enate
·"floor.{:j ;:... ji:. no 'ii; "\UiO~; Ir';([f);'·;·")[;:;H<i).I\( , ';Ii; ;;d "> 'oJ ;'<':f'il.i:-Y

::'-'li,); f(: ;~':'>1'8tt~II;Wn~'IlD<i.UN~mM([NEiA?O~iA.v:C01ItIO. i~;Hm:~G:r!~pot.~?::i ,J,;,"" ;'f:
i;: . ." _·".i '-iff:; lJ·.J\'F).l1'!'.~ ;;,".(J ',V'5 ','.} ,d ie?"· ~ ,i,:; I,):, ,:,,':'I' "i,;')': ((J '';:: "e. _'L.n.1.'.. u: ;ch!''i',~

.Now may I comment on ri4~,p,'M~P.t\PPlic:v(;q.+ii1J;t,e,\AtWl;14cfJ;j}Q..~rg:y-!Q9'p.;Vl).i~~:iQ1?-,
;W4~clJ,jl3'11;t;~1y,-,~!1S{4nt,~wn,l:!- nq::gl'tl:,ra~lJ', !L,attq:Pti1" ,iIi,1p;UC!'!-'ti,q;q:?;',!l~ ! }Y;lpij' ;;~15·, £~giQnal
and State ones. I recall on July 17, 1954, durip,g,.,~\&;ICS~'<~J.?g~(f~L9:g.(,"~e,'INew
Giveaway : Atomic Energy," when I asked the question: "are we to make use
of the lessons taug4~,J?'Yi;tl1P'~~'jg~'~:;t~:).~.~1'~JsyWp.Qfh_~y!?,g'P,nebefore us, who in
their day, too, were attaclied and a'bused, as dangerous. creeping eoelaltsts, who

'were' chargedrwi~h 'an'''attempkto! setuupI some,,type:!of:state-,economY',;,when( all
they"were'dirying ito-de 'wes.te-werte. 'into:~:the:la'W'.checlcs-whfch i wouldsprotect
'~the .publde.dnterest -of, the: people,of""the: United States. against;ai,private, utility
monopolietlc ectnbine.t' ' , , '" , 'j/",f,;'''l "V;',,'d'"

"At thau>time·,L quoted -a ,liewsparper;;etHliinnist,.'bYc the' marrievofl'I'homas'. Stokes
';w-ho;wr:oteJn'th.e'"W'ashington'Stl,t.:r of,July,16i;1954~ lit <;;1(;;;:"" ' " , ~

'" :','Iti<lIJ,ay: sound .somewlrat-rnelodrumacte'. that .oonzressma ',dn: the'! evevof-one
_of, thegreatdegtslatdvedecistons- in' tts.long history;"",

"But" that harMy seems -an.jexaggerattone'' J'!' .e-untessotne bill r as vlbswas
presented 'to "the: ;Semite, .*:: '\' ,~. as -amendedctocproteet .theupubltc: against' j the
.monopcly thatsome expentsbelteve.ds.inherentIn.ita patent and.other ,provisi'ons,
.theu-ruture generattone, may-be in-ror-a-jot-or -headaches.". ' .

'Dherflght- that we made"at,that"tillie;was:"similal!:;,t6:the-,',fight !to:,! wathstand
.prfzate .attempts to .take-overthe ,G,rand~0oulee'stteand, the ilv.[uscle Shoals-dam
site/, .I. said then; and I, feeLnoW:,i,that:',',':We areflghtingforexpanded-free enter
prise economy which requires the efforts of the Nation 'to.harness nhecwaterpower
and-tneatom .to producedow-cosf rwaterpower.tand.tther.other-.' blessingsbhey
bestow. We, 'are. fighting: for: tl1ep'eople~s" right,'in their i streams,'. and, the' -tech
nology-developed wlth thedri.taxes,":'. <:"i',' ni
. (·fln:1954 we ;\V~re'succeS'sfW.,:,:w,e;followed':iu,:ilie; gseatworkrof .George Norris
and. 'Dheodore.Roosevelt.t.Gifford Plnchot.: Charloo:l\!I'cNary;: and .Dflf-and .Couzena
and: 'Senator, George .or. Georgia.. , ,Theseeds';()f' ithls policy':are: justbegdnntnguto
bear fruit. I should like to plR'ce,jn_'theirecordias'"appei:ldiX.,II(ali;'arW:~le,from

the:',"VaU,Street Journal-of .J:ulyi 20,::d.eSCi"i'biilg:,the;;proposa:1 for.construction' by
a private company for the State of New York:.ofia muitipurpose-surfalden-eactor
on Long Island. This plant will not only generate power, hut purify a million
gallons' of water, a, day, and produce dsotopes.for-medtcalrusea

I stated in 1954 and would like to.atateragaln.:
"I, wolll<i like. 'to know>vhe1;h~r; there has .ever ,been a finer ~xall11Jle or ,ph-at

'kin,a: 'o~ .cooperatdon- dire¢te'd,; ~,t ,:'fu'1l"::use"?f ~~sou:rce~' i ~f: ,8, -, ;,i"e~'0!L',iai111. 'to' 'butld
up-'a"f~gion 'a:n~' to 'buUct up,our grea't, ,country' th,at 'is' found }ll' 'Teiinesse'J' Vall~y
Authority~oitJ::ie'B'6hne~ilie::A:diiimistration:':*:'[*, ,*:" 'i ,,' :" i':'" ,,"C'" ,,,:; I;'.' ,,', '/

"These programs .enjoy..the r~al :,t\.lll,erN~~:I1;;C:on:ce'#f'o,f;'f~rogi~~{B:rn'Wh.,rch'.;Jbe
,Feder~l' G6v€l'-nIlienV as"a';p3.1'tn:et:'provid'e'sr, O,lily':~i~s';serv~~~s :, :Wlii?h'V~~ local
people could 'n()t per~oTJii',\V~n or';cioul~' iIi6t:'Perf0rin: 3.,t 'ail th~Ins,elyes': ,,< ,~eyel::,ih~d
the, 'people found' any "program:sJ,so':",w,ell':,calcul'ated 'to',.fo~ter" 'arid: i siJ;iJ.-qlat~· '~,~d
sUDP?rt· a'"Jiealthy' ',fLO"T~l'in:~' 6f.,pi;ivate'" enterprisei ':.J:1ir61iglioU:~',tlie:'~oun:tr1~''''

",','maekward: phoples throl~'~hciut th,lj" wOl'ld'{have': been)' ,'floc1dn,g'~t~f'oUi':s!i0res
'to' learn,' ih9w- lto> ,follow .oue! :pattern' ,:~' : * ~'!': ,las}: un.ttnpdrtatit) key,' tit acnteceu
higher and, better: civilization}": '(Gongi'essi6nal' Reqotoj' VdL:100,/-,p:J1'2147;}':' tr.:
An~ I, ca~, a~d, ,our· atomic ellergy. d~velo:pIIle?t;"'~nder""~" ',~tih~'!!P,Olicjl."tb:·,tlils

list; :-,'Ilhi~'tyyears' 'fr?n:l': no Vv,:,'~w~en desalinizoo" ",ate,~,bah~:'ablmdl1nt ,p6w~r ,:for
the ~ developihg';; ilations" Del" the" world, :~ecoin~'jnc,f,,~asinglilcritic~i,:'JlleJ~s~o'iri' 'o~
,tlJ._~ Congress ill the field of atonlic'~llergtwiiliSll~elS,'b,e':'cataldg~i:l',as·';oiI~''o'f'the
great''1egfsla-tive d:ecis'i~tis O'f'its,'TOIigh:isto~tll ','" :'., L . .'.!,':,'~::';\:t". ~::!, i ,'~<! , '\,' ',- I"~ ,!!,l

~. 'Is' thiS: 'th:e:;kineV @policy the Congress' should 'i'everse,:b-y'\a:'''t'echilica:l!ftili~:tid~
lllent"? " ,.'lorJi;';!' !, .., "'1(\\' :,i \,,! :;\i"i,;;fl iv,u~!!;';;((,,,j',,,,Ci
:',cI =fureiid: \'\;ith',lri.f~r'est if:l:Ie i,statemB'rit:;i),s,:Dr;'~"]ojhIig.: ab,pa,g,e :~3 ~f',' tile't'dinsc:dpt
tnlply~ng" that' -this,'.' i'e'\rer,sal',w-ot11!i" ~eJ}~fit,' ':thehpu'b,lic:':lnter'eSt;: ·'s,ip.C'~, ~h1e.l 'agency
could compel' contractors to' ins'ilr'e' licenseffi:l ian'd,there isi,a possibilityiof'tbe'AEC
tAkirig"title''tO mor~:pate:ti:tstbiiJri6'liat'oriiic;hyprdduct ~patentg:;)l{ ':I),i1'.:('>:) .~;j ; j'j ~:'

Dr, Hornig does not mention, however, that the Atomic' Energy Commission
is strongly opposed to S. 1809,und feels that >section 152 O'f the Atomic Energy
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,'A:.cLof -1954,"shoUl{i not be;'repeated." (:A:EC 'letterv.to-Hon.i'FamesO. :Eastland,
Jd.ted'June30.,1965;p.'~;k'""'./'/' , .
'j": :;The AEC-:citesj" tn.support' ortts .posrtlon,i "a. comprehensive study". based-on
"extensive hearings" by the Joint Congressional Committee on Atomic Energy
resulted in the .appeoval-of-the basic·"title""policy< of,'asse and-certata amend
mentsin 1960. In addttlcn, t1?-.e loint;,ComIllitt~ has"reviewed,the Presidential
-paterit,policiofl963,'aIid-:reqonin1~nded'nochanges;"_, " '

; As',f1'l:F '8'-8 ,I"~fu~.-wa:r'e,',th'e;pr()poileilts:. of r~versillgthisp()licY':haveadvanced no
evid~ce"o~'-al1th~r~ty'whatever.

SECTION':l i 'Is'uNsbti'N'n ':ANI)'UNDES'IRABLE
,..>,':,.,'..",.". ;:..0,>.,>.',';'." < ~ .··~,;·',i·.,·:,~< .'

Incaddltioncto. the. agrlcubture,'.TVA:and'Atom~c"Energy title policies" which
jhave .peoven their worth ,manre tthnee -over, ;ther~ .ace .0ther.f~title-';,proYislo11S:'of
.more-reeeat.vtntage, iwhich)·ar~ still ,iii:their:dnfaI},cy,.bub are .brtghu with. slmllar
promise. We have the Space Act, the National Science Foundation '.A.ct;:t'heCoal
Research, .andDevelopment' Act,' the -Saline -water Conversion: .A.ct,'a~Iid; the Arms
Control and Disarmament Act.'''<The-re-,isthe 'Water,-Resources;Research'Act of

·1964, where -a title policy.might enable us to 'copemere: rapidly wtth.the.pollution
that. has contributed to reducing- the' duck -breedtngpojtutatton-to 'a' record 'low.

;: (-DaHy Congressiona1:Rec-ord,Aug;:12;'1965.,:p. '19407.)
(Througll:, alh-cfothese conguesslonab'enactments runathefhread ,QIf the 'public

.dntenest.: .. ,We'; have; ne:w;, fields; 'of -technclogfcal- opportunlty.: 'which' are,:" being
opened up by investment 'd:f the taxpayers-money, iaccompanied:by a patent policy
'whtehmalses .available informationiandJin:VeIitibhs'to,-all-,-not just the. one-corn
party, which 'was',tjaid; 'a;'profit;-tmdo,:,the;original "research .joo: '. These': programs

-Itated in: aecttonu'ihave.beeu.end. are/now. major'buliding blocks .in our-strength,
'character; ',.'and' fame -as-a nation. ;fJ~';.' .

"Yet,.they,are,aU'Scheduled-for- the gu'lllotine under 'S.:,1809, wtthoutthe'beneflt
of-trtalur- .eren indictment,' .For.Oongressto act in' 'thisnnannen-is -not sound-In
law, in economics, in policy, or in legislatlveproeedtine.: 'Further;'in"iny:judg~

ment.. to, anowtms conaistentcline: of .successrur publlc-Interest. patent legislation
to .beput, to; deathr: quietIy: and' tntthe', dark;' undeu: the -headlng ofv'technlcal
amendments.v.Ia inequitous; ,'Adoption,'of such aprovlalou by. this 'body.would be
ahreachof:t'faith with:the·past'as'wel'las;thefuture. -

On.tne.contrarv, zhe-Oongress "should-butld: Its policy, for -the 'future 'oir.these
-monumentat.acmevementsor the past.

PROPERTYDISPOSITtON.STATUTES OF THE PAST HAVE:SHAPED OURNAT-IONAL
CHARACTER

Wliiie"I:am:ontii~ :su'bJ~t ',ofthe",i~dom 'Of:.&riir.~ss,-tll m~ldillg our national
charactef. I would Hketo.Jnvtte-the.attention .or the subcommittee, .to the.analogy
between the disposition of-public :R.,& D,pro~rty.and the guidelines for dlsposl-

.tion.·ofrealestate-in_the,pl]lb:lic.domain~ ..•':: '
In 1785 an,d,·1787,the Northwest Ordinances- estabflshed bhe pattern for.owner

ship .and.use, .. as-well as tIle, polittcal. .. organization, of.our.western territories.. It
'is .recalled.wlth.pride that ,Thomas Jefferson""the:prillcipat.'authorof these Iaws,
provided that the. newterrttorfes. would- affiliate .with the ,. United 'States.not. as
.colontes, but.aa.rree.andequal States. B'urther.dtwasdecided that ownership of
1 section out or.eachas.In a township would remain in the Government for the
support of common schools ... 'I'hls-Gcvernment acreage was later raised to. 2 in
1l;W8a,ndto4,:'during,the189Q;s~ '.' .>'; ,;'}

In 18.62the'Homestead .Act established, a Policy. in accordance. with President
Edneoln's devotion to.idemocratdc ..•ideals, .. which-allowed any personto obtaln a
homestead·of,l(30a~€;s,by)ivingand:w:orking on iL,: -, .. ;',.' '." ,:;,

In 1862, aiso, the MorriULand Grant'.College-Act- endowed eachBtate.wtth
30,000.acres for' each. Member of. Congress :for the .support Of, agriculture .and
mechanical tnatltuttons of higher education.

I· believe. that thlawlsdom :Qf, .thesepclicles. ,for the.dispoaltlon.jof-thepubltc
domain.have brought, Independence: of, livelihood.' and, of. mind. to our: people-and
honor .to-our-Nattou. :.It is interesting, lbelieve,:that-,the land disposed of .to
further common sehools.dneludlng-the.Iand-grant colleges.Isabout the. etee.otthe
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States'<?f 'New' Mexic.o' and ;M~Jitinlh~t'i:-_It -'is'AISQ' 'intere,stlJig"th'at 'the';ainoUnt':()f
pUbli~:~andgr8}ltell'.t«SUui1fli?lders :li'Iide"t~li,~ ':Ei:0mestead Act; and :its: sU~CesSm
legislation: amo:unted'-' as' of<run~'30,1963" t01l,u,_ area equivalent- tofhe ;areu'o;:fi
the States .ot _~l'kans~~ ,Michigan" 'North_l?akota, _and, Texas combined." _'.Slnce'
these. ftguresare-2_Y~rs old, we mi.ght,even: be'ableto squeeze in Hawaii by now.'
(S~ the":fubli¢-Lttl'1ds,:Studi~~ in the-His.toryaf- the Public Domafn" ,by Vernon
Carst,ensen, UI:tiversitY,Q~WiS<i>nsin p!ess, 1962;) "_ __ _ _ " __ ' _
:,'Now. Mr.'.·ChRlrmall, 'we 1<Ii0w 'now much this land was worth in186~. becalise:

it iJS 'set forth- in' -the Homestead Act----:.between'$1.25,' and- $2.50 'per' acre. "Even'
using the $2.50 figure, the maximum w()rth of all o~tl1i!'31and in 1962,' the total
value.of the-propertydtsposed of by the 37th'Congress'amounts to less than a
billion,doU~rs. , ~ook at the g?od, that" has been ,dqn_~., 'bY" ciI,sp,o;sl11g, .of. .thls $1
billion w()rth of publfc prope,rf~:jn"the interes]s ,of.all, tlie',pem4e:. ", B:r.1954, total
i,n:V€lStIAep.t,jll·.~tR~cellergy hadireaehed ,a eU1ll.ul,ative. :total,of ,$12,})illion~: :In,
1964, our public Investment in 'patent 'property reached about $15 billi.oll,a y~ar.'-

In, this discussion" I amassumfng that the pa:tent:eights .to ,thfapubflc ,pr'operty
ar~ )vqrt~its cost-e-what ,we,a,re,li1pelldiIl~onIt., ,Th,e pati~nt, rights 'may be worth,
les,s", or .they'may b~,worth a.great. deal" more ":Tll8: record' Ls" ,I :I?elie:ve,;deficient'
i~l,thi_s respect... ,'.I'h~,COngress,needs so~e expert testimonYPp.,>\'l1at tris,property.
is~;wqrth" arid),re~omniend"th~,subcommitteeobtain,suc~,t~stiD+ony., " " '

'At: '~l;tY r,ate1,,~et:~'t;ell:~~:1t,alld,19,(??:,. the, 'Qo,ngr~ionaf: J;tElc()rd .reflects that
about $85 billion of: t1:l~ taxpfl;yers lllolley had, be~n"spent, to, ~~.'eate: pt;tbliS:'~' i &;.D.
property. (Congressloilal'ReC6i'-d; Mar. 9" 1965, p. 4420.) , ' " ,

In the:uext,,~ ()r:tYearl'h, theCongress wdlfprobably ,appr(}l)r,iate,an, additional
$100 billion for this 'purpose-c-an amount equal to our entiI;e national budget.

'I:::HE::jI.ffJ::N:'TSSUE,: now, ':WTLLiTHE~ENEFITS: OF ,THIS :eP~LIQPROPER'IT'BE,DJ:STRIBU!J'~?'

·bist~ib~hon.of; 'this~~alth '. of .intangfble pi~pertY~:rights'lsthe c'entral, t:~ue
i,n,thfs.--eQntro:versy.,: ,'r:lleissue Is not, how fast tnveiitfons are: developed.cor .how
mucPc:ph~#,~ is,m~<Ie:,(w them. This is what the business interests, whoserespon
sil)~litvis to be CQn~erned with such matters, would like to have-ue believe.

:,',['his-" is the. argument .that .:01'. -Homtg comes, back to again and again, in his
testlmony,3 thlltcoriLp'ani~smust.be granted exclualve.patent rights as Incentives
for eommerciatdevelopment. ,From this emphasis,-you'lllight,supppse that.thfa
"'lis t~e,oWy.iiriPQrtant is~ue,or,:atleast,.tl1e1)1pstjIllPortant.",.It is put .forwardus ..the,oyerri4in-g~'eas~)ll, fo'r the Goyerniqellt'l), parting, with title" to. $15,.bllllon.
worth of property' a yeaI'. , ' " "',,,'"

On the quest~(),J;lof.-commercializ;atiQn"lam:aware.. o~, no.evidenee which would
contravene the conclusions of theA.gricnlture Department that a title policy is
notra ;b~J;'-.r:iel~"to, commercial development. I might ;say ,that, ;in' my', opinion, a
self~senringistatement, lJY:"u:.contractor',in:this·regard is not entitled' to.the same
weiglltal?,p., .study, where, contractors .have. been .cross-examtnad, and other facts
adduced;

EXCLUf?IYE ,LICENS,E SYSTE~{:A, GREATER, INCENTIVE THAN PATENTS

,HOw~Yer, everi if. the suhcomnrltteeremains,'in doubt on this ,poiht, a~d believes
that uddttlonaj incentives 'are, .needed, Mr.. Ohalrman; I askfha subcommittee
wheth~r the writing or.tucennve provisions is not a simple matter? ,Isn't it nos
sible for a bill to provide, with' great ease; for furnishing contractors with Incen
tives, and also protection.ibvmeans; of.excluslveIicenses to identified patents?
Could not these licenses extend for 3 or 5 years, subject to renewal if the con
tractor .s.hows"he .Is.unaklng. an .. eff()rt .to -develop .the ~ patent? I submit that
fO-rIl~;I~latingisuch-a, syste-rn.would. be. child's, play; for' thls-commtttee.
-r ,)\Iay:I ;ask rurtber-e-would-noteuch.an. approach-have the -advantage. of retain
Ing.our, S,uccef'sful"title",lprovisions or the past" andtheadditional.advantageof
almost unlimited flexibility in the future, as to-the-terms ,a;nd•.-condttiona-of
lice:nsSfl t() .J:)~ granted.?

1'78:666,oJ6:'~'~~~s~~'/co~~~n scK~~~~ 'a~d 9,290,000·~~~~a~d.grantcolleges or 137,828,1
square mUes compared to 121,666 square miles for New Mexico and 147,138 for Montana.

2287,800,000 acres or 448,906.24 square miles.
3 Transcript, pp- 11, 12, 13, 14, :tJ6, 17, 20.
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~.i; ,If; ,t;b.~ :S1,1~,co~tt~~:: i~< JAQS~ icqp.!3,~:rm-eil- wi.t,l:k~>:t;l-,q!';~tiy,~; ~(H'i ;r.~p'id,i.,·g~~J9pm~:nt;
Qf,i.nY,l;ID..tions, :1,,subI)lit!that,:su~h,an .e.:x:clusi:v;e; Ji<\ense "system:.lEi,',a,n ;eyen ,:t;l1r~e,

·.PoW~r~liD,c~ntive', 4~y~c~ t,han.·€!~#iisfy~ ;pa~~t' .~·l~h.t~';,'~:~aH§~: i11§;~p~#~,ctpr')$,
obliged to,:corq,e,ba.ck:.tQ- the::Go:yernmeX1hand-_,-m~~e:,:an [lffi:tlll~tive:"shQWi_ng .pf,
p-rogFe.~~ ';in'o~d~r. :to..retain 4i8; -PKeft;lr:r~~'P,9.sik~~Hl,.,,;- 4.~ot?~ii:h~n~Ht;.}~;t?,~t,J4f:
QqverIime:p.t-3gency does -not. need.cto J);~ar.J ffh~ ,eX!PeA~f~.';l!;f:;Al0R-~to,rmg,;()r,_~J;1~
forcing "walk-in" rights. I s'Ugg~~t1 ~eJ-~,~' the,;reG\p'\e~t q~it?~"JWn,(4t;-::m~g{., pt,
p.er~Qdi.c3:U.Y, -rather. .than, ..p1l:).:k:~.~g;: :the,,ta,;payer ,J~e;:lF .the ;!},d,cf~ti~p.~l.·lP-?-O,-q.~t~
burden .Qf })ringing.him:jn,,:,.I,~Ul.;ge,,;th?:t. this ;a.~t,elpflJiy,~.l,'~c~iye; "a.ppr/}pri~te'

eop.&~de~·at~oll,' i" .. ','. ... .. ,,"'< ::.:. ,';;JJ ~'.,!jh~,
;;':' ;,.qq~SID.E~A'I'IO:N:ft:IT.:a:ER:TlIA~, l~CE:N;TfY,E; ,.. ,,~;," 1'-' '
~:t8*:~Yer, ::':l#ce~{i,~:e~:"~,r:e, 'ndt.~lr:~e· ;~r~ :Wot#e.d. a'b,ou~; ,'. :,Tfib"J1istiBe':])~p~rt)

llientllnIll~ske~ the ciJrreIlt ,V(;lrs,iop of thismYth9~ogy ,'.i~, its. d1sse:utin~"op~~lion,'
to' ~h.e atiiiual ·reIlort.of lhf :~:it.entAdvisory'pan~i·,of";W~:.:,.. ~}i~ Jlls~ice, :oer»lxt-
ment flt.a.te4;1, ", ._';:; ,",.. i i"",:- ':, ,::, ,-:, ,. ,:" ;.'; ,..,' ':""""" ".". : ":,f";;.·:':';c. _, i! '.:

"(~) 'the' .'r~po.~t'.:lss,u~~s·,tl;ll:).t:aD;ycOI:ll'lIi~rclaJ':4eveI9pmeJl.tor'any 'lll:v~~tlOn
by anyone is'~r, se a'pub,lic, be,ne,fit... rhe 'pepitrt1p'ent ',of:Ju~ticedisagre~!wit])
such an assumption;' When,th,e mventions ar~'lised to extelld:and coIls,o~idate
'Commercial monopolies which go ,fa,rbeY-0lldth~,;scbpe o,f. Iuventtons '0l.' any ~r(iup
of Inventions," we' 'regard the publtc interest as haVill,g, been'.seriously inillr·ecj."
(Memorandum from. the' Department of Justice, ~epr~s~ntative,Patent Advisory
Panel;' Federal Council f?r, Science and TecJ1nOIO~,pe<;•.~;, ;l;w?,~~) , ,

JusilcE"'iiEPiRTM:EN~;S' ·CciN'SI~~ENT.AJ)YOCAeY'· O~--\A":;~r.EPoLi6t.,

In this connection, I should like to invite the subcommittee's attention to the
oplnton of the' Attorney "General dn; rthemost -eomprehensive.Governtnent' -patent
report .that has. c,oIl1e .to, ,my ,~ttenti(m, ,the. "I~vestigation ... o~.9over:nn;t~~'t;.:R~F,ent
Pl'actieesand P()I~C?ies.":This:~tU"dywasbegun' attlle request 'Of Pt~f3~(l,~ntFfank
lin ·J::).• I.t0osevelt in' 1943 'and'(lul'ingits course, data was' ~Ml~~tei:Ifron} t4Fedefal
agencies and 10 national government,s. 'That study, and.it~ ~npPorting ~6cuD1'eilts,
were ultimately published in1947,'and have formed the;foul1d.ation, fOl':;ftpOSitton
infavo~ or-a "tit~e"policy,\Vliichthe Justice Departrnent jiaaadtiered to :iro:m
that day, to this; .."I 'Yill' submit .as appendix III .thes~ ,consistent.expressions ,of
polie;r by Attorn,ey Generals 's.ince1956-Democrats a:n~"Retmqli~,an,sa,lil{e.

The relevant findings' andeohelustoneof the"1947' study .• ar~~'aIl; '~xcellenl' sum
mary of the public Interestfactors over and above rapid :uti1iza~i:(lii; ,'l:,h~yr~ad:

as follows: .. < ... " .... ,..",,'",c" •. :"'>""'('·"':""'· ; "
" .i . ·l'ri.'INVENTlbNS' l>iAnE 'BY: GOVERNMEN:TCONT:R.A.CTOR'S,·'

':~~',';;her~;patentable inventions aremade;int:ne course :of'perl'C?~i1'i.g.',a ;Go,v~
ernment-flnanced tcontract for «research",and' development;,' .the"public"' 'ltitereet
requtrea .that.all rights, to euchtnventtons.beasetgned to the' Government 'and·':·not
left to the private ownership of the contractor. Public control will aseurs-etee.
and equal availability of the inventions to American indUstry and science; will
eliminate any'competitive'advantage·to'·the contractor chosen toperform research
W'()r~; ,win ::tv()~9-.,1,Ultiue,'~0I1-c~ntrati~~,9~. e~onQD1~g.p~1,~eFill the p:a~ds q+ ,~"f~w
large, ';corporati'()ns';'""111f te-lld't~,'iD,cre~se all.d: .~.~v:erE\.i~Y': a""::tUableres,~firhh' faci~.i~
ties' 'within' the::'q!litE~d ~ta'fe's t6:,t~e··~u:1v.~ntage'of;th.e·.>C1overnm~nt,~nd"6f;,'t.b.e
national economy';' and will thus' 'strengthen;,'olll:' American system' i)!: ,tree
enter' rlse;";" '.. ", " ,", ", "','" '.""::"'" ;.'.: .. ~ .... ,"";', .. .' .. '';
, ....P"." T:B:E'lui:Ai:>PARTms.tN'!I:N!tE~,EisTrq-,;.

, '.. , .. " . ',,' ','" "" ' ..... , 'r'" ",'y"

,The;!'big ;shdw,",aEP! ;beH~ye I 'have'mftde;'CH;~'r, ,rs:hb'W ·tlie'behe1its>"()f',~l#s 'p~b~ic;
property shall'be'distributed:' 'The'miftter ',ca:u':be'traced' bac~{,:to';the' 'diVision:
between the'Jeffer·soniail'Democratk,part¥'~ird :tlie'~Fed,i:~~~l~s.('Pl;lrtf;,o~:A:lexantler.
Hamilton. It is 'whether''the1,powets' of' Governm:enf1s;h!i11' 1)(; ~xercis<~'d"for)the'

benefitof-the'manY,or;ofthe:few. . . .' , ..", .. ' .;'
I believe it is important to stress that any congressionaFpat'eIiFbi!I: g;ldealiii'g'

only· with Government property. It has nothing to say about priva:te-'resea"r'ch
.. . ".'........,.:~)< ,',":'" j\Ij~;, >.'; .



GOVERNMENTPATEN'r' 'POLICY 561
ajia' de~reH)~i:rient"',We a_r~'Ae'afiIi~fhere'o_*lt ,yi;t,Iiprop~rty ·b()ugl~t~i:Ld»fli,.~F~()~:~Jl'
th_e,t:?,xpa:yer'~i""l:" ',',""","" ",:,jl-,"::;"';;.' .,_i,;,_,.""":,,_,, ""':,' .'.'-'-:-",':" ': '\" ,
, On :(),ctob~~!(J;;t963~}~_er~ wa,s ,issU~d th~'F'reSident:~:st{ltementon'Gove:rnment

pate_ntp()li(~Y'"w:I:ifch-giveS-ils the'~()lroWingperspec:tive:- '" ".:
"During- the, past20'-yea~s,-t1?-er'e' n.a'~,-be,en, it' great, deal' of,'dfscusslon 'and con~

trOy,ers;yof wliati-ig,h,ts 'the 'Gov:ernmen~shoulda'cq'uireto 'fu"V~J1tions resulting
frolli 'G?vernni<,;nt_~sPoIlsor,edie~~arCh -anddevelbpment. ',The: import~nceof,,this
question has 'be¢n stUdiied'iJi'cr~asiIigly' 'since wor 10. War .1,1, ,.~yith'theeYe,r~incre:asM
hIg,and now' sllbstantial'~ontributibll' ,~l1e:GoyernmeJ1tis'1Ualrfug; to the; re~e:arch
and' d~velopw~nte~or't·iilpr~ct~~I1IIY,every field ',o~,' scie,nce',:arid tech~olog:y.:',.'rhe
p.eb3;te,~p·cu~es'.0n':the:piil;ilic~nterest*'.**,."., '. ".. .". ",'",,' ,'" , :" '
<':'If, r ~~r,e' to ,clia:rh;c'~eri~e.,thi~:'debate;,'1'" would say't~a_t it 'l1a~ 'be~th~'coDlll1on
laW;':t~e. Cd~rts; 'th'e ;J~sti?e'Department,'and: the' I,)uplic',interej'Jt· :Oll' one ,sic:l:e 'and
tlie'eou,t~a.~t'9rs'andtheirre~~ese,ntativeson:tl:Le:'o~h~l",' ,,'

Uat.~IY;::·~h~ tradftional ,b~sines~: i?~er,e~ts; :w~.?.'J3,~;~'res~~m'sible: to,'tlte:ir; share,
holders and-who$e.';'j'ob·: is.: 'to',: n;t.'ake:'~on~y:. 'h~"e":b:eeri',j()Ined"'bY,a, ,Ilew' element;
These ar,~, t,~e.~c~~~~istS.":<:: . ,,:';;,";, r ,'",':'". : ;,>-,.;': ,,'ii' r;.:;,;. , ...

THE it'6d! OF, :T:S::E: 'SCIENTISTS,,;" ~ ~' - " '",,'

We:haveiaeenva, goodidealrof .speeulatdcn.on .theposstble errectson-aociets.or the
ascendancy of-' scientists dn.our: national, life; .',1·believe it .Is.germaneto.eotnt out
that .the patent' statement ',of!\1963 .which .1&.the- work of, this ,group;. contains .no
memorandum orslawieupponting- its polfcly. :i{It.contatns.no- errrplrical.atudy'based
on ~ patent practices' ofctlre 'agencies' whose'·polic.y:it 'proposes;, t()· -change." .Ib:con
tains no reference whatever torthe.deflnttiverrepozt of 'thetDejiarbment of, Justice
in 1947. Needless to say, there Ia no discussiouof the eonatttutfonal respon
sibilities of Congressas,to"patentpolicy:".:or>the,-·constitutional obligations of
Congressccncernlng the disposition of property belonging to; the, VJ;lited ,States.

.Mr. :ell,airman, 1 sU1>Il1it, that,'the, qon~~s"hasan'obl~gationt? ,PT()t,ept,tp.e
country against the presumption that th~.scientists ~an,do' no ,.v~dng. :':M#y of
o~remine:t;lt, sctentlsts .are, ,em,ploYed~rom: time to time by- 'large corporations
and ,universH:ie~""lii~h.are, the ,r~ipie:tit:s"()f large amounts 0+ Federal R, &. D.
money," .Many 'of -them' tllushaye' a' d~rect or Ihdtrect financial ,interest. In 'advo
ca~ing,lpe:.r~tention of:pl;ltept~ig~ts.?y.~()~t~ac:to~·s,or', 'Other i:r;t.stItut,Ions;. '

In 'addition; their 'areas :Of!_-resppIls,ibi1ity.,/~re'notdeflned in, te:I'I¥~ ofpoliticaI
l,qcali,ties .~hic~ :,~on.taiI~, .'a~J;i,cultllre".,as, wel1,a.sindu~try" eman. bllsiIiess as: well
~s' larg~"poo.::r,':areas '~swe;lra,~,: ~'eiltliyp~~S.,',TI~e:v:~reIlot,subject't()<tlie,~me
Influences as' a' man"',vho-lias"gain'ed('his:'uduH "exll~rien¢e:-In t,h~! field" of' publtc
service, andwh9 is, jDlJ»ress€(i }'7,itb",fl"P\lll~iC trust/ .. They havellot seen theebb
aIitl·:fio.\V... (If ,.national ,IJ.'Olicy"'::ov~r,~rriany,~de,cad~s;:; 'The. s~ieIltis~s',l:lre,'whm:t;ds'ill
cl~eatillg; ~ ,vapiapte':It,.~ '~"P;' ,pr.olJe~ty;:' :kllP" ~h~n' :.itcOn;t.,~E; . ti;J" disp~si~i()n,of "this
p,r9perty,: it ·i's;:.we~l piat tl;l~~~Co~~t~tU;ti.o~. p'lace~ tIle,' ,u!t~mate.- ,r,et3ppnsibility
With 'P4blic':m'e'n! .." ";;'j.~i-.:;:'\;;:/i'-::;':.~~·'" ..'.' .d ;","'.',';,.".,' ''','' '/'!. C".: ')": '.":"i"~

.'bONSTITIJ±r'ON' mfspbNsliimI¥Plfofi! P~h.;~~T~:f~O~~~f'f,;'!~:'itft,~'~':ti1f!~,~[~~~:~#~:S. ~
,,',T-he:'reS'ponsibHityrf6± \'.UeaUng;,WithqmiPet1;Y< fowhed;by·the}taxpr$ets·1s!spelled

out i:ruarticle'IV~section 3:o:fithfd!lonstitut!idn~~whichprovidei:n:i:;:,.+'ci.[Oi',i'I';J'\ ,,::;:~

"I'he Congress shall have the powerntrr'dfspdse ofia-ndoilnake)a:n-i))e:e:df,Ul\Rules
and Regulatfons respecting the TerritorY,or other Property belonging to the
United States."

Article I, section 8, clause 8, of course, gives Congress the power:
"To promote the progress of science and the useful arts, by securing for

limited times to authors and inventors the exclusive right to thedr respective
writing and discoveries."

The chairman reaffirmed these principles earlier this year,and in opening
these hearings, noting:

"In recent years the Congress has frequently considered the inclusion of
patent provisions in legislation authorizing new Government research programs.
It is clearly the intent of Congress that the basic guidelines of· Government
patent policy should be·determined by the Congress."
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'; ..Ev;eu;so, V:lgil~uc_e:is .caljedrorfn. order to ,rewind: executiveagencies, pJ;ivate
eorjoratrons, and the people of the United States of these respon~ibilities. ,:U
-isnp .to. tne.etatesmanfn Congress to resist -thepo'Yerf:ul-pr~suresof.this
hour and to reassert the mteeestor au the ~\Jple in .theif,-patent.property..

I confess -to .surprtse in reading the'portions :()f _the Patent _Advisory. Panel
progress report_o~'J:ulle1964 which purports to.establlsh a untfcrmpatent.poltcy
by executive .actton, "and to review patent practices, a:p.d, policiesor. each Govern
ment . agency-e-many. of .whtch haveibeen.-establfshed. .by..congresstonal cenact
ment~','t9ident!fy~areas where, .in the,()pini0ll of,~he,-su,bcommittee (on ,Regu~
Iations Review). tl1e,;rggulations.are either inconfiic.t, ~ith, the policy statement
or fail to carry out its full intent * *,' ~ ". ('pr()gr~s.s;r'ep,()rt,JuDgJ ..~E)4"p. 7).

It .was ,~hocking, to.me, that.an .executlve "d~par'tmel1(;,'n3:111e1Y,.the .National
AerQna.~ncs,a.nd,',.Space, Administration,,,,,ould,, establish a-patent ,'policy "'by .ns
own regutationa which is 'n()to-:qly.,CQntrary,to',t.pe.report, butts in urcecc.contee
ventton. :to,:t"tl:~ .N:a~i,ol1al,~eJ.;0Pfll.ltic~and': lSpac~:,~ct, ~D:lW.t~d ,tll1!}58, by this
~o,d,Y;."'" i~ li~ye spq~~e~,It,t .length!a:t;l!iJl1 ,<J,etail ;uPpu.~b,ese,departures .from 'the.law
on a prior occastou (Congressional Record, June 17, 1965,,:p.:·~35S1) ... ',;;_ ',',,; ,,_.

As the subcommittee is aware, NASA's current policy leave's' tne' disposition
of Federal research and d;~,'::,~l()pl1;l~Ilt>to.the 4!~-<:~'e'tjg:t;l of individual contracting
officers, who can dispose of all Federal rights at the time of contracting, when
the 'nature,'. extentrand 'value ',of,:;patenti·property;cannobpossiblynbe,;known::i)
·r"These)ti·nds, of;'; trespasses on congresalonal Intentdonrand responsibility' 'should
n,Qtr1be;';aHo;w,edfito, ',persist., -However.e.I :ha,fe;-the":intpres.sion :,that~ ,S;:1809,would
meretv- ratify· these .!abuses, 'bYJ repealing Tthe,"title~~;pnesumptionsrand. procedures
Qf,,:the S'pac.e:: Act') and, -leavlng .matters -to:;cthe: -same -admtnletratdve- discretion
whtch.has cueated-therpresent unfcrtunate.sltuatdon.
¥I!(';; i:.:r·.i~; t·,": >.<l;,·' ""'-<;i\~;;, :l

~,. . ir~:;",,j')!j ,THE·CONSEQUEN.CES'OF:P'A--8T'POUCY-
""':~ ",;; """,;;:: ":,,",' .__ .c • ':',,; ',','-'-'~ "::i,''- if ",.-1 "',,:-" ,"" ': ",:': ";,'" .toi: >-- "", ,',: ", ",:, '<"I,' :-;J,'-',>:,--, ,',,' ,"'::,:':
;In;,qrc1er,'fo: l¢gislate on this'.IIiatter,Jor, the~future~}tllirik it)(necessary. to

4;sse~~, ~he ~:ff~ct,s a:f, what, we, have uone In tue' past" in terms pf the' 4is~ribution
f>fheIl~1l:,ts:·o:f~paY~~-fil1anc,edl:~searcl1~.-'":",::' __ '."',: :-"':":', '.-:-,.;, '

.. ':, It' is :niy':~.- view that .. GongFest3.,u~e: its.p'o~,er .to protect. public' R. "&,' ,:.:Q., proper:ty
~o.l·' the: benefit. pf.-.th~',m,any~tl:J.e taxpB,y:er" th~.-, .~lIlaJl __ businessmaIl,-: the .' State
and' municipal "governments which.Inllst provide services to- thepeople,,:th~ hos
pitals, :and othersuch tnstltutdons whtch.do not participate directlyJ:I1th~ allo
£atioll,~(the$15 billion annual, R.&D~·ll:VPJ:opriati()n,.:.,:.-, .:: ..'.'. ' __ :-.,,:;,
:, ,',rhe .SllQ9Pxp.@ttee·maY.haye·seen tlle a~~icle.in,theWashington POst. of·iuiY
17, ,l965~ headlhred "L.RJ.Prods Cabinet- for,~ud15et Economy~" I have attached
itt6.¥1~~tateJll~nt,.a~appendixrv;." "".,,': __ , ",,""""'" ... ".~
:,Th,e,articIe notes .that, for the second .s.traight,.day, J?resid.entJohnson.spoke

personally. with Cabinet, .and (}ther. o:flicials.itbo~t, economy in Gov.ernment.
~e satd r "I want each of you to . bear In mind' that the great. burden of

Federal taxation is not on the rich of this country, not on tlle pool';pf.tllis
country, but on the average family'" * e. It's the average family that's going
to pay:th~,pi1~'Th,e~,are __ thecnea thatbuy the missiles. ,._~hey al'e.the ones who
payforthechauffeuredllmousines'" * "'." -

'Similarly,',it1s'.tbe, average :family: who paid ,for:$15 .bnnon 'worth of -research
and development tastzear; end ,$85 .biillon"wor-thsince World- War'll, end the
avera'gefamily':should·get,some retUrn'fromit.
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CONoEN"riiA.TiON':I:N Il'WUSTRYGROWS WORSE

As to the smallbusine~~ina:h;'it~;seemsto;~~ from 'the fdlrowing information
developed by the Council of jocononitc.Advtsers, the Bureau of the Census, and
the National Science.Foundation,that the overall effect of Federal patent policy
during the post-worldwarTl era: has been to reinforce arid accelerate trends
toward concentration.In our economy.

The Council of ECQnom,ic,apv:isers had 'this );0 say about-trends in industrial
structure in its annual report-totne PresidenbIn January 1965:

"* >l< * Within .the-Important. manufacturing sector, certain structural trends
have emerged since 'W'0l"ld War ,II : (1) 'I'hrough.Internal expansion and merger,
large firms have grown more' l'api(lly.tll11n,~he manufacturtng section as a
'whole * * *.,_ . ',:'•. ,:.'''.: ' ::,,: :, ,~,

"The market share of the 100 largest U.S.'nmnufacturin'g firms has grown
rapidly >I< * * be-tween 1947 and 1.962, their share of value-added in manufactur
ing grew from 23 percent. to 32:' percent. ',',":' And:theirl3hare,;o,f aU manufacturing
assets increased from: 39 ,to 4;') percent between 11:)50 and 1.Q6Z.

"(Since 1948, the IrTC).hasore~Qrdedmore than; ~l,OOO'niergers >I< >I< *. Since
1950, the 200 largest industrial co,rpo;rations;:h'a'Ve acquired-more than 2,000 other
concerns, and 257 of:'ithe largest:l~QOO mariufaeturhig corporatdone have dtsap
peared through merger. (Economic:' Reporf ot the President, released Jan. 28,
1965, pp. 132-133.) i .., , c.c

As several members ,of':thi's::snbc-ommittee arewell; aware, the Federal Trade
Commission estimates that .trends toward .concentrat~onare-becoming even more
pronounced. It has testifi:e<i:tllat,:the s~~:re of rrianufacturfrig assets held by the
100 largest manufac~uring"compantes ,rose frop?:: aBo?:. percent in 1950 to about
45 percent in 1962 and perhaps as high-as ·48 v'er.centjn 1~. The share of the
200 largest seems to be.increasingeven rsster. ~:: 1See:.:!'Eco!1omic Concentration,"
bearings before the Suboommtttee on .,AntItrust-: and ly.{ono;poJy of the Committee
on the JUdiciarYrU.S;_,Senat~{.TJllY,2,1964,: p.121.) The Commtseton says further
that mergers for .theflrst -6 months of 1965 are mmrring at an aUtime high rate
of 991. (See, also, ':'Mergers~and. Superconcentratton, A~ql;tisit!ons of the 500
Largest Industrial and .50·Largest Merg-handising :r:irms;",':staff report or the
Select Committee on Small Buslnesso House.of Representatives, Nov. 8, 1962.)

Now, in the face ~:Of these-tendencies, which the J~#ti(:e Department has
viewed with alarm under bothDemocratic and Republican ..administrations, what
has been. the Impact-of Federal research and .developmentpclfcy?

FEDERAL R. &·D.--POLICY HAS ENCOURAGED CONCENTRATION

For a beginning, ~e wnitake ~iiocatiO"ll of Federal R. &b. money to the top
four companies of all·:ind'U~trierand· comparerthls Witli.l10w industry itself
allocated its R. & De money. .. Between 1$)58; and 1962, concentration of research
and development funds spent by the-top-four-In industry, declined 14 percent.
Over the same period, theconcentratio:n. ,offederallJr ~Ilanced research and
development increased 16 percent, a difference, 9f 30 percent. For the leading
eight companies the,industl'Y .concentr!ttil(n ratio deeltned 4.76 percent, but
Federal research and development concentration ratio Increased 9.52 percent,
a net difference of 14;82 percent, "I'his Ia shown by the following chart, which is
to be included in the: National Science ]j'oundation publication entitled "Funds
for Basic Research, Applied Besearch.undDevelopment InJndustrr, 1962."
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Changes In
concen-"

;~i'!iii2 ._i~~i~' fl9~:O. ~'l~t~:J I958 ~ 1'"\1~621 j~:6dLi9~fJ J1~59-1

First 4 companies mhnn_ I~ [2:, ~22 :·22 "/20 r--:p~i&nli ,. 29 '-:' 28 ',i' ~'
Ftrst g cornpames ";' 31i ;-:34;: 34 ;::33." ";33 +6,:66 46 .45 42 '41 42
First20companies_____ _________'. 55 :"54' 54 Ji't:, 54+1,85 ,68, :,'66 65 ,68: 68
First40companies________ ___u_ ,~,,69 - >:,6.o~ liS ·68"' i::,68 ~*1:-47 84 :;84, 8386~ 84
First 100 oompanles m_ '" '8:0 ::::81:~ 81 81" '81 ~~:-1:,23 .93 "92 92 -94': 93
First200companios__H 87 'S8-, 88 ::88-:;.'~87 ,':'0 96.:.96 96,98' 96
First 300 companies__n u_ 9J 9r:, ,92. ~~,9~~ :::90 .::,-l"fl' '97 '97 .97 ,,9g;, 97

Selected groups of companies ranked 1":,0: "',' -,-". - . _, co"~ ,-
according to size of R. & D. programs ::~- ;'Totalfiind.sfor:;R,. &'0:
(based on total funds for R. & D. per-;"'. " - perrcrmarice -
formence) I ..' •

TABLE l,-,""unds for R.

,-
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This-data> iff confirmed~by ireferenceto tIii:{:data:::hJi an illdUstrY~b~-iridustry

basis. In areas where comparisons are__avaiJable.;t~e most:.:~egent. (11:)62):figures
indicate. that;-for che top 4 companies; -theproportion of Feaeral ¥toney exceeds
the proportion of private money in 10 cases, while one] comrertson is the, same.
and the oth~l"differs_ ~y}:p~:r:c~nta~e:;P9~nt;:-:-Forthetop-8-com@n~estlie con
centration of'-: Fedei'al'·creseareh-: andt development monev exceedaInduatry con
centration in 16 cases out of 19,- and, for the ,first: 2~ (lomP1illte~, the Federal
concentration exceeds the industry:by 14 to 4. • _ :,"'C: ,.':'

What is even more d_istllr~illg:istha~ _~hiscoll~~ntr:ltiQl1ha;; become worse as
the rears nave golje, on...aU(r.,~ed,eral researGp: and developmento'expendtturea
have risen 'sharply;'·"'.''" ','.' ,.', ,'; "--; ' '', ,,' ;;

A comparison of the 1962 figures wrtn the relative] c~nceii.tration figures of
1958 indicates the following: :' - : --, ,.., - .::.

"In Industry, cQ~~,~p-tr~:ti911,of,research..ano devercpment., funds •has-gotten
worse in-,7 :S~.~~s,:,:l~,~t:ter,~n ~~:~as,esi:3,ng;hal:J.:·remained the same-In 3;:,

"For G:overnment research and: development' funds, :where",figures al.'e,: avail
able, there has been a worsening, of concentration in: 9 cases, 'an ,itil:provement in
only 16, while 2 have remained-at the same percentage leveJs."~· ,.:,':,:

This is:.Illuetrated.by another chart ~omparing·figures d,ev:elQP~dby,,:tjle Na-
tional Science Foundation for', the years:~1958.::and 196p. •

54-40Q--65--pt.2----12
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TABLE 2.-Percent of total R. & D. performance funds and total federally financed research and develop,me~/accduntid fat by thf1'4f8~, and 20
companies with the largest dollar volume of R. & D. performance _,lJ.Y in.?l~s~uj) 1962 i

g:
0>

Percent of R. & D. performance Perce'lit O{i~d~~ii~'fina~ced R".& D~"peffo~ri~

"62 "58 1962 1958

Food and kindred prodneta.L,___n_nn __unnnn_ 32 37 48 55 72
Textiles and appareL___ ~___ nn____ n __ nn____ nn_ 40 58 56 70 78
Lumber,wood products, and fumiture ____._:..________ 55 42 62 55 es
Paper and allied products __.~ ____ n_n___nn_n_.;n_ es 44 48 58 70
Chemicals and allied predueta.L;__n_n_______n_n_ 42 45 58 56 70

Industrial chemicals_Mn__nnu ____n_ nn _______ " 63 74 79 80
Drugs and medicines_nn_~nn_nn_nn_nnu_ 39 39 62 67 94
Other chemicalsn _____ n n ____~nnn_~ ____ n_ n_ 58 28 66 45 79

Petroleum refining and extraction ___~.~nn_n _______ 50 50 73 73 93
Rubber produete, n_ ~_~n_nn:"_____ n ______ n __ un_ 79 85 86 91 91
Stone, clay, and glass products.u __~nnnn_._~nn_ 52 " 73 70 88
Primary metalsu.hn______ .~ __ n n_ u __ n __ un ~____ 41 44 58 58 76

Primary ferrous products _________n_~nn_n __ u_ 67 " 72 76 88
Nonferrous and other metal productsn_~___nnn 48 56 68 72 86

Fabricated metal produeta.c.L. n __ :"u ___n_n__ u ____ 39 48 '" 55 ..Machinery~ __________ ~_n__'_ n _____n _n_~__n __u ___ 52 48 62 58 74
Electrical equipment and communication ____________ 50 63 74 77 84

Communication equipment and electronic com-ponents ________h ___ n nn _____ n ______nn_n'; .. 60 80 77 91
Other electrical equipment _____u __ n_ n _________ 78 89 82 '1 88

Motor vehicles and other transportation equipmentu 80 90 93 94 97
Aircraft and mtsstles.; _____..;n_____~n ___ n __n ___ nn 52 60 71 71 94
Professional and scientific instruments__nnu________ 58 62 68 70 83

Scientificand mechanical measuring Instruments; 72 75 77 83 86
Optical, surgical, photographic and other Instru-

meats.____~n _n __~___. un____ M__ :" nn C _ u _Mn_ 61 64 77 79 94
Other manufacturing industries _______ u ___n_nn ___ 48 60 58 66 67
Nonmanufacturing Industrtes.,_____n __ u¥__n u n ___ 32 ea " 40 60

1. Not separately available.
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As, those interes~iill.·tlli~.field Jmo_:w,,-tJ;1~re,:~r~,.,eIlollKh ,fgrcef?: in .theeconomy
rnllftatdng. .'ag~in,st.,gr(}~,th,.or. !s,.m!ll1,aD,4i,tp.e<ll~m~S~2;l;lcl; business without adding
sledge-hammeriblowa fl:qgt,the. ·'(l~sPF,gP95tioll~te.'. admtntstrauon .. O:f' Federal. :re
search and development funds in favor of the giants in each industry.

'L9~::,~'~ciNTAG~;OF:;I!'~ri~:-it:·',:¥,k::',Fp1/~,~".;A'v~~~,~a;si.iAf~:;~~.si~ESS
Yet" we ,have the spectacleOf,'abo~(s&perCflnt'of"allF~-~ralrt;se&~h"and;

development funds being awarded, llil(~.e~iJ;1e system orciasstnoatron used 'by the
National.Science, Foundation; to "large'~'cp:rnpa}lJes of more than 5,OO() employees.
"Medium-sized" companies of .. frqp1,,1.,OOQ; ,to',' P,o.oq,. emp}oyees;J":~ceiYe .abou:t. 9
percent, with "small busine,s~e~':',:haVing,le~s,than,J,OOQ'empl()ye~s,receivingop1y
about ·.~.percent.of ',these:e,ll.orm~uS"s~JJi~~.' :,':<¥qs:t, 'r:e,c~:qt" flgures ,froW',~ationa+
Science Fourida-'tioIi,-1962.-f ." ,'" .,,, ',0,," "--'" ,,c""""_"",,,,,', '",:,:::', ';',,',',:~.

or course, the a~~J?,cYWllichh~,s,tll~,.gr,ea.test,~ff~ctuIll?Athe§efig-ures 'il,li'd, tr~~ds'
Is the-Department of 'Defense, which: spent 'more-.t'llRn,,1q':@r¥1)t,. ?~',aJr~eder~l
R. & D. money i¥ .. ~96;~, a~:d,',~'ti,ll"spe:n(l,~!m.,qr,e.-than,:,~M~:,:",Itiis.~a~~'o;.:~itiridii,to<
note that N4,I3A, 'whi,~h' ,nlqw.sp'~~;dS:'.el()Sj:}Jd. J~Q:,p'e-tl;:!i~t; ,¥a~' illc:reasi,i;Lgly, 3;d,op~e.d;
fhe'Departrrlen't 'of D:efeIi's'e,' "osition'.' < ,\ - / ".", ', .... ;".,.: ". '-, J:',: "" :."" " ' .. '.:'.', ,,' ,,"
-;:<,',;"",',<:';,"".',,':.:,;:''C c', J?H~ ~"iiL.i'J(\;:; in. d;Y;: ;})"y!,,,

,'~8IT?~~~T±;6¥::'~~~~lci;I~¥lY.~;:,Plrr:;?;~#?~~~fi:W*:,"~.~,A~(¥:.,~ '. '.'. iL,!,

To Ulus~rate "th~'" seriousness. 'of ,1)he;concentrati0J1"'\iss~e~,,~p~rt'icularIY.~in,·th'~
Defense' 'Department) may· I' 'quote rthe'te~timollY'0~{)I?r()Robei-t,'::F;'Lanz~l~ott~"
chairman of the,Econ0¥1ics Department o{-'Mfchig~n::,S~,telJnlversitY·;'befor.~the
Senate Small:B.,:s~U'es:s:C6mrilitte'e,-i-n::19~;,jas'!toltoV;c's':ir~<-1-i'" . " .' .. , '.:'f:r'
",!'The:GovernnieIW:,R.'l&'Di ~c6nt:racts a:'ppea:~~'~6) be:,highly: eoncen.traWd' anl'ong

the .very largeoflrma; ;'iiWllil~' j sIh'al~."'Btfsi'~'e~s::~a\7e~ag~s!'a:rbllnd.i, ~6)6':t7' '-~erceil:~
of Department of Defense;PFo'cu'ieIile~t~.-"whell~t 'c6m'eS)to:r'es.e~ii~h',:a:r:I.d"deveIQP
ment: small! businesE!,,"ll.~?'ountS"'~9r(sbme,',?:to~ 8m:'%l~tc<eht:i~'In} ',ll~,ca-l~)',ear< i.~61."
20corporati0Il;s' accounted' for Ileatlry:",75)~)feei1V(-Of,.t6ta:l'milita.r~'R.& D:)'.I; I,::, r.:

">1<.:';1'. ':*" is' 'it':not tiiconetscent........llo~;t6 ::·say).da~geroug:iDf(}r th'e'''F~deraT,Gov~rn-:
ment. to, nurture 'such.concenteadfon Inrthe techholagicallY"IilOst :a~:v.ahced' fi,eld's
which can be preempted bY,the pa~ticular firms selected".bY"niil1~ary;officials,:?'"

("Economic-Aspects' of' 'Patent,',PoHcies;,,;Uefirings;''~a.r.'8;)~; :'P'.l~l}.i, ": .,'
'I'hesertousness of'.5this'"matter.. o:f;s~lection -la'Iudtcated '~y.the'factthat in. fisc'at

year 1962, H7· percent' of: ;DOD steseafc~' 'awar~s,'~~re' made 'on. a D,-0nprice.' n0n.-:
competitive basis;' ,(:H~arings;::testimonyofiDr,~R'J~.,Ba'rber.:SOl.~therh.Methodist
University,Li\.w.School;p.:52-j',;' ;',ri\,) ,';-,(;,.;,)">! " 'c''''

It should be further noted that for tIle same. year, lOfirn:ls rec~ived'56perceIit'

of,DOD~s total .research-money: and f;or'NA,SA;-the, tap,~O c0i:apanies receive<i54
pe~eent.Furthermor~"'ftve:~,of,;th.ese" contractors-are .Oll'·: both' lists. '(Hearings,
loco cit., Mar. 7, 1963, p. 5&-7.1 :)~,,~~ q - • ' ~

;,','! ' ',i:V~

CONCENTRATION OF PATENT ACQUISiT1:ONS/"
;: "., ",,;. :.,":::::',,:-.[':'1', c.: iU:{:}T<' / ,(;:,;,':i.".:.') ,i,' ,: ,-'

Specific-ally as to patent acq'pJsiW,o,..ns"Jl2J:)l;!'partmen,t:;o;f,; Justice: study .forr,thei
5~year period ending in 1956 found that, among defense contractors; the top 15
companies. accounted .for:.3-,559"patent~;out:of 6,788 assigned, for a: total of 52 per
cent. (Hearings, .loc, clt., p. }~2). Lwould urge that the subcommittee obtain
the updated flgures.cand make-a judgment.as to thedegree of correlation between
R. & D. contract administration andpatent-acquleltden.

'Mr. Chairman; I have'rec,it~d;~hese figures,;in~:consid~rable!detan because they
are 'relevant to' the' question: Of'1Vho:',~l:nild'receive··the~benefits',of a, poltcy of
granting exclusive commercia1',.nghts'tO, coIl:tractors.... iAt ·aminiIIlUIn 'Federal
R. ·&D.'policy, in .the administration of-'cQntrllcts;'as-well. as in theallocation' or
patent 'rights, should utteropt-fo-couutecaet trends toward monopolyand concen
tration.rrather than reinforce tnem astaese policies':appear' tobavebeen doing.

- - {l:: " !,!.;'.. '

POSITION: ::OF"SMALL' BUSINESBES':SHOULD' 'BE: PRC>TECTEn

wue the. fornnllatloI{.:,Of" a:: g~~~rai)'~'tent,:bil,l, :-:titis, collllirltteebas a golden:
opportunity to do,som~thingabo-qtj.t) in a pr_ll~-tical: w.ay>:,) Yet;,what.do we ,find?'

;As' you ,know, S. ,1809)1'af;l no, SJlcfu smallpug,:U1.ess:;p,rovisioIl.;· The President's
Science Adviser admits at page 26ot' the transcript that ~t~t"ql1estionet#;re,
"especially important" to small businesses. He admits at page 2:T that the patent
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fi?ht' prObremS 'of"s'ij.?conthict~r~;~re'iUid:,es'01V:'ed.I)I'M:r~' ;'(J~aj~ritan,'iri -tnenama,9f
the':90 'percent of'Arner iciu;1':firms!""h ic:h l are', sI?~ll' bu~i:n~sS:i and the' 300,000 ~1l3:nu
faeturerswhtch are-small 'tlllsfness/w.e'o'qgh-t to!giv~'sIhapbusin_essan even break
in any patent bill:·;;,'" «',':':,: -"d; .;D "!. ',:; :\; ,-c;; ..,C';:, U,":>'.":' ,,'

I a lll l1?t asking for peeferentlal treatment for small busin~~~. But wh,eu, year
after year',:"the:tW6b:J.~'thfe{e"dozeii'1arg·est:companies 'In-the country' receive one-half
0F,t\YO~tl1i_r:qs o~..J]:te"res,e,arcpmOI:ley,an~,tak:eout,:R,. h,alf o~,two-thirds Of the
llateAt~,'_t,4#f .. ~#, ;t~ttl~t,q\~~s:tio~ .'th~'t' tlli~.PRt~iqyi~ :iwefer:enija(to ,big bUsin~~s.', "".:.

In 'the'ria)nJ~, '(lfan;vyeyal:U:~iIl~gJ.)HIlf1eliGe"ofk~B~Ness',enterprise" of flnanees,
()f lllind,. 'a.n!iqfspiI'it:i--tlle9o:qgress, ought,~o,take the time, and trouble to provlde
equitably I():Fsmall;~usi_Ile~~i¥',ally'pa't~:r;t'f!.e~isl~tiol('..,,:, " .,',:., " , ' ....

13,' .1~Q9, ,:Whicll, l~',the :p:l'in,ciQ8;I"bill ,~~ore··this,,'~i.lbcorpn1ittee, is based very
h~afilY' 'upon the language and philosophy 'or the Patent ,AJ.lvisory Panel Progress
It,~PC!~~ 8~,:rpr},Er,:l.~~~~"i; iii'''':: ..•.,'r"'::''';'' ,"'" ."::' c',:;': ;:-, ,',;~:_,;',. '. '''. ,.', '. ,," ',,_' '.

-,:9ppag~ 3 ,'Of'~pi.$I'epol1':"fe. ,-~nd,t:he; 'essence ?f.t~W:; ,p'h~IOSOj)~. You will
~~~8Jr,Th(;)/~liH,'V~,nfl~n~'g~\,,'_',:,,""_"I-"~;'j" ".i,,'i',',·'.;: 'i ':;'~"I:)" ,!:..L,':.' '; ','. "
""~- *: '*),.'W:llei~··~,(,Q-6vexIii:rlellt< co~fra·c.t9I': ;is!e~p~cte~,,' to:::iJ:uilli:upon ,existing
kiiowledge tn: a field of'teclhioiogy' dG:~ctl'y' rei~t~d:t,o ~n ar~~ i,nw.hicp, ,tJ;l6 ,con~,
tractor has an established technical competence 'an1d"a"nongovernniental com
~ercial posi~i,onl.·:t,~~ ':E.Wpc:t, ;s,tI!tew~nt(1sttP,~!.~t,,:.~;,tR~t ..tJ}f,Princip~l.()r exclusive
rights to resultmg Inventfons should normally remain III the contractor * * *
thi§,1~tu.ation,i.S'; 'lJerl),.CfP!J,;be,st, :dllJJ~,tra,te(t ,1)YJ the typical Department:o-f Defense
con-tr~Q~,'w.hich!~8)-: ~*e1J#f?d;i(tO.,:lJuild: ,,~pon,\,a ,pontractor18 fJ8tabl481wd, ,technical
C/{J!l1J,I}Ylnce,oll<::,*!,.,*:.'''- 'ClTIrnpha.si.Si~d.<led.,). __ .. , _, . .. ., __ .

The statistical material ab,oy,e"AD,dJc:"-:tj;!s);w,-lla,t",~s.beenhappeningto the struc
tllr,e:o~ our.economr, 1WP~r!,a,.Go,Ver.AnJ,~~,tp-a~nt;PQUcy domtnantlyInfluenced by
1Ih,e,':,J:J,epa:r;tm~nt: cr, Defense, ;:'Jq?,b,ese:',tJi-:en,ds itl1:reaten ~ further- concentration .dn
theeeonomy.if.;t;l1il3:3:Pl»1 QSoplly( is pr()ject.eq.jn,te: .rneruture. ;

;~llis/Wo.u1f:·tm,eap.: diSf.!.,dv:-antag~', fOl:" uot: .o.:qly\ smen-business and medium-sized
business, butall-business.In ,th.is; cQu.nt,rYi except-the favored, few. eorporate.glants.

. Enac__tment :()f,;sucp. a, poli(JY',:by;;tpe, Oongres~,:,a:ttniSj:time .or .rapid technological
change and, scientific; disc:oyery. wcutd cast, a pal~ on-ourszatemor .rres enterprise
for"geD,erati().ns';tQ.,c:om,e:;:"j-·/~i-j;;:-:~'1'!;; '\;:·.ii !'" ;'. Ie:; ')'; ;,,'<' ., '." ",' ,

It wouldrassure.fhat-the. top, comnautea-get- bigg@r:and:lliorepowerful".while
smauec, ri:tals,vvo-q.lq be nln.cler"i;Q.c.r:easingi:iPre~sure' tojmerge., sen.. or, be. driven
out, or.businese•. ::It,alsq.; Il,leallK,th~ti)nanY"'lllen.or"initiative would be denied
tll.e.' :lights rp;f., !g9iIlg, ':iAt9.i: :l:ll.1SiP-e~E1,(io.r, s,~eing. ~the.ir::iQWll -bustnesses. .grow and
flourish. The philosophy of this proposal thus sttik:es:a,t:,the,hear:t,of,our, free
eJ;lt~.rp'rise;systeDJ,... ,,",,' ,',' .,,, ..;., ._. __ .. i.tc ,.", .'f<; .. ,'

",oA~~ordingly,,: ,~~1)J.r!Qb,a.i~aI;l,,;I: ,~~.cQ:m~eD,d: thatther;eJJ.e;a, meehanasm bywhlch
SIn...~.JJ·busmesses: iCI\D. ;gain .accese., to,;,pl,lblic'jxesearch;',a.lllJ: 'development patents
done by the giant corporations with public funds. Retentronorttne.undattex
Ible system of licensing according to the equities involved 'seems to me an ave
nue that should be explored.c.nc .... 'j';-:AT/', ';'" Z'-~.,'.'.;:.. ,.. ,''':;'

In B. 2160, a cOPY,. of which is attached as. appendix VI, one system, of this
kin'd'isavailable::IOr:'theisubcon1jiirttee'?sJinspetiti/)Ii.;P~'"'~ :,,~;,'~ ',,', '.-',',:' -', ':', .,~"':

no: ,<F,!'H,';!;;';" "''''')j''.; .... ,·','';'1,1: :p(:,~ hu:-.r{l.L ii, ,'J

. i. 'tiOES 's.' 1809::}PROTE:(fT" ,l'A'E ':POSITIdN';'OF~;cTEiEriTAxp AYER.? i ,.

".Hil!)!:"'.· , ... J .3-':((.:' __".,'.'11 (:Ii).! ,'. ., "'X ,'! ,,' ".
j"Now, .. at, .. IJl::;:t;Dwe,cOl;U~)d,!Jwn>t.o tlle.,i:gdividul;l,l,taxpayer, :.How.eanjwe.demon-;
strate how his monetary int~,est.s;,a;Ij~:1;l..ffe,cte,d.?L,~"",.',:,i';";>,-,',r,:
"" ,ID; the .eourse, ofr,tl:1,er {i,g!"~atrdeQa t~;IJ! :tJ1.e ..Se)l:lto~>fr9-m)Lo.uisiana ,( lVIr: >Long)
has ',rais~drthe. cas,e!iof: ia,testideyeIOUeP.: ito" de:~e<:t::PK:U,'>'a~, ,eau.;;eof. iutallt mentaL
r,~tar.datiQ-nl;r.,.~Whi.le:;ti,tle was;',iJ;l.utl1e; G:ov~m}n"elJ.t,;, ;C9mme;rciaL,-manJJfaetul'eI~s,

wel;e,p;t!odllGing,this ::tes,tfor,:l,lh ic~ts:,.to!2, C!~llts,'P€lrl!b:,l:by. and ,mal,dng,:Rfpr9;fit.
Whellcll p.r~R'ate,fi.;rm,claiI:ned,apateAt QJ;\f"t,his"test,-it:)N,"as,p;rJ,cedat $q.f)2.per :b,abY.,
,':': 0;0:iA1l,gu,~t·;:J;~,(.1l;)'()5j;t.w;Qi;Se;ua.t;Ql;'Sj 4l-t.r,Q,r;ll,l,c.eQ.:a.- tlilbGS:,a::t:Q2). ;ihn-t; ·W.Q1Jl.d,apprQ~:

priate "such sums as may be necessary" to buy a test for every newborn baby in
the country. G4!,;li:ttle"ar.ithme,ttc.'-demQ.p,:~rcr;at~stha,t",the-tsums;'nec,essary would
be more than. $2 lll;illion hi~~er ,u~der a lic~Jlse, policy thaD:,1?1der a tit,le, pol~cy.
Since.:th·eori~3]) 'appro,ptht1JIonJ:;( 'f6~~dav'.e~'6,ping"t?~ P~U) test; are' eS?:!llated ;to
b(Jlabou:tr$~)mWi6nF,i( caitibe seen; 'thiit, & faili:lFe,tortake'tit!¢':wOUld' result,ih' the
M:~ay'eti§'being' CbR.lfg;'el1"'$2#c··:miUWri, ev'~f:f r~~~: for sO,metbing ihey ·had :alre,aoy,

~,?~~~~f;~~.r;~~:miw:~.~;\~(~!:~1;\..;'/,~/:<':iV; ,.. ::~,::~ :\~>i{:;! '! ."; ",,:,'. :0': '.' ~';'''''';'':
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,CO:t'f:TE~T'.- ,,0:13' ~,~wr~AL,· P:A.T)l}N:T;. J;;EGI,sLATIo.:tl")./,,
·',r;".·".">'.':;.1]: "'I n-

. __ ~he·Ae,~~lS:.o;f ,thif;;! ~t~r~'>3.;:r;~H~q~~i ~Wl·Y.:H~~t) ;fpr.tjhJi:n,)~pp~:qq~ ¥[I'I.:j~.A_t~l:l;e.l1e.q;~ .a.13
I believe they are especially pertinent in view of·-t-A~,m-ftlpft.e::J;.!39~·jtP.Jl~~,J;g,;t~~i;;1I!Y

~9'~:tte.~who.hayg ;taJ~ep.i~:n,·~nt.eJ::~.§t- ~JLthi;l),P3!~t!GUJ~r:.:lll~tt~,·V.l ')<1 J.: HH ,), :.)0

;.,,~,_ xe~tU.z~ __ that ,S.::l~O~. ,_cgnt~~AE\ )b~pE,'!c~al,\~~c~P.t.ip,n"JQJt\e:ti;~(l$ ,W:~if;i:tl. i<llre,ctlY
qon~~~J;l;J~e :I?1-"!1?4(:)~Mlth,·,;wg;L1i~H ..e,fPill9,)s~:J,:gty .:)IIiB,llt,Ab,is' 1;'h~ i}i.~t~d 'B,:::lchrw:Jwre
l~sJ'?Jg~n;l?iP.!'l:l!.(;e:I,l,t,q~,J;t. ~JPt,~l,1:Q.~~l~~~ ~ne:~t!,!.;).) ;.;jJ'Wi ,[y,;:Jd'Hnt,:; ~;llr f ,i);1\ j ,,'E":'> ...:
"_:~ J,:f (tti l}l:,t1r,es, i ~~n,se:, :M', .,s,a:h~gpMd}&:p.~ it~~P~y;~:rjS:j~Y;~.s.trp:.e!!-t.Jn:<~h_iS; fU'~l};'-iwl::u:~r~
his Government puts up an estImated 15 percent ~of the researGA)P1!lP,~Y:i!d,Q~plt

i~ !.Jp.,9-,4./i:'l, ;.eyep,; w.ore:.\~~p.f3e:;;' j,n-, r s9i,e:q.t-~~~! '~.ll.stpwn®ts;; JWt1.ler~; ,j;h,eJ,:Ja1Xipaj)er, j fur
nlshes, 51 ,perc\'lpt':1pr f.~~i;trRJ;I,.~Cs}!~rp.d ~qW:Jl;lJln.i~@..tj·p:n.s) eq],ljPWntf w;h:.e;re)(th~ftax;"
payer's share is 67 percen.t, for aircraft,' where the sh~J:~·;A~r.~.l;)irpe:r~te:Q-~~'i\,l(;~ee

:E;¢~ra~ ';{3l}1'! M~W~;i)Nqy~:rqr~~-jl~,l!3,: ,p,/ ~&7~~'lilWba,t a,b..!!1\t: recluca;tton.J; ,:;What
ab9.-~thpusipg;?f,';,;~",; 1,) 'f,~:r!i!'-)jl, ',: '/d ;",;,;bi;.-;n,L> '<,.t,.'.iii;')');,;:, ;:".'" ,-,..:;\f.','Jil'-"""

!f(),w m~:t;ly:! tax, cuts,'\1puJd ,;t!~,,:pl}~dl'f9;ri'ib37( 'the i Sl3:Je ·.or.:l"eserm:J.,tiQn.)·Qfnro'Yalties
on: sor;t;le,,qf t:Q.ts, ,,~xtr~w'elYI ,y;~llla,p~e: .-pat~nt:iprpp~r,ty! l}r,ea;;? Far:':fl'OIil jassieting
the taxpayer in this respect, S. 1809 would preV:€At:'ftgeJ:1c:i~s,'J+o:w)s:l;1l}\l:iIlg;:royal

ttea.to; .eonunue. todoso. U ,(~~tt.~r':to, 1t4l;l>~AaiWaJlI o~f .theJudtctarz-Commtttee
by F1ede~l:!-liAviationAgency,,~·une Q;jJl:~5.;m·",2;h):;--::Il;!i.jj.i: t.. "i"i',,!;.:<k o.U r:,t

lj'rom, the foregoi;og j: ~t dO€s,PQ:t;;3Pptar,tpat; ft1809 ,g;i.:Y~S;fhe, ta-~,pl}lYe-r(an-even
break. I, •therefore" urge th~[;sl,1Qcommitteei1to..seels .teetrmone ;·from,·qualified
fiscal experts the.enecta Ofa.generahsale.or royalty ..system., ;~;\:,' ;:;i f;~'

Now, Mr. Ohalrman, let .J+;le;co.~~e~t.f;urthel'.as ,to,the s~e.cifiJ§"6{rt~~;j~~ihi~
t'ion now before the conimitte~e~,.;rhav:~.n.oted,t,lia~' 't~~·,D'ep,ar'tine,.I;lt~';of .;i.u~ti~t:
and, ~ealtl1,.Edu~~ti(}n",auq ~Weffa;l"e,',h.~te'poth, e~Ih·~'~sed.the:OPi:p,~QD-'~hat. rur"
ther 'experience should be accumul~Wd",.W1-der:~:Q.e,:p,f,esi.(,le;rit's:pa:t,~li(~p(}licy;·,,of
1003 before it is embedded pet¥~~Ilell.tiy' ip., :tll~}o#n .o'{~t~'tut;or,Y ,law" an,d; the
AtOIlljc' Enery .Oommteston. opii?~e,S, ~a.s*m~~t" Of' ,S.'r,~8P~~'i;,-t{t~e,~ ~ub,CQ~J#itt,~e
does: report; a: um.: I, 1J~~i,~X~;t.l1,a.t,~~s,e,;re,s~.J7aq?:p,s~;an~iF,1:lJ~,).:a.~l\:~9fjH;X'pgE~en.ce
andemplrl,ctt1/l3:-ta; '. s4Q~14, ,p.,~ j,reG().~l¥1~,d, P~i }:l?-3;);m~,g, ttw, ileg~~;l,3; t,lOJ,1, q,uit~;\ g~n~r,al
and Ilrovi<ling,: forC9Hf:1cti.oA.,of, tile,ne~qed,M~.n·rn,at+o~'-,r p,eli;e:v~ t~~t~:,O~,ll.:on
the, sU'bject,at th,is, tillle"shclUrdbe; goYeI,1J,e.d, ,py 't4e f()l~owinj:~"'six:,prinriiples::

1. 'A clear polIcy statement that FMeraf'research 'and 'deveioi:)l!!-,e.ij.t:p:rpP~#'y'
ts ~ [:'n~'tur,aXr~solu:;c[e.!9g~smg~:r:gJ~ :t~~;.IW9D!~,~)fi~1?:.~ J},n~Aep, ~t,~t~~;,',' ~,l;lq ~p:st,
th~rtN'pre:, b,es3fe~l1a.rcl,~p,:a,cc:qrd;ingly., , . : ,c <,;,:,-", '" ,.,,;' : ;., : "'.,.; i:, :.':",,,,, . ",'; .i ,

,2,_, ~~?-in .,~nij.,-,q~,l'ta~n 'p~i}~~,~ie~:: fpr);~~ .g~ye,3;~,ay", o,~:,:1W~ut;ho,:rr~z~.cli q~~prt~Atiq~
Q~F:~,Q,eraJ~.,~.D."prqperty:::.:";,,,,·· ';',' ',;1::."';">':__ ::.' j,,::: """,.-,:: ",.-L ;"ii".'i':<:! :ii, "0,

3.. Pr0vij'3i(}l"l:. ,f(}r" preserying,the, m~ny, congressioIlaJ ,'-p3,t,eIl,~:pr?tec,tions,:th~~

iieve be~~, Ol'd~~~d' into, i~iv ,qY,~:J! th,~' Pi!-s.t;Wf~fsi~G~.~~~;:; ',:j ::',; i: ;1:',.;:,::,: i<,:,,'!:,:,',: ;';<
.~., .lJrac,ti,Ga~: :rp-ea;ns; ;ft;>rJi:eJ~~r~;?,1q'ljl£"i~g ·\wpP,?p()l:r 8·:q4 ;f;9P-~¥tp~',~~()P"ia,-~cl' t,hus

protecting:',lh,e" J1Jl,teres~s! o,f "sJH~~k bl1.sire,s~ :<:lXlql ~-p-:,"qneJf' ~S.()n.<?ffi~e; ,sy~terp}':~; r

5. (~l~ar ..,am,!-, uIlflrqbig;u9N,8,\;!'1ta;nR-3t~Sr ·f3~I{ltra Yi;l~, .,~nl!l;" prpyid~rg" tor. :p.:r;~vat~
in.tere?t~ 'fmd,-t:p.ep,~N~c :i,;nte,.;-,~sit:iJ;L .'~llY, 8Qmm~J.:p,1~1~Q~vrl();J!l:m~pJ~9-f),t1i~, P,r,?P~:rty~

6. A system whereby ,Fed.t;!ral:,B,.r & ..D~"pr9'pert,r,~o~ht,:'hr, pr~v:a-te.~Oil1'par4t~~s
~Rr, cOJPp1e;rcia.~., ,c;lg.ve19-Ip:l~e~ti ,:h?i11,~.~ 6~:. .sq~,ck~ ni;'<v,~,~il~~'jto' #1~¥i :rfor:ag a~9nnt'
equ,iva~ent'ito ,.~~ir: ,m{l-rke.F.1 ,value! and,..the,f>~me 'IJ:rop~rt!v".squg~t. bY!,(),th~r,:,p1]lbli.c

instit.ut~~ns., ,f01;"!',d~diG:;l:ti9J,i~ ,t?·.R~1b~~,~'; ·p;~il9~~.~ :.p,o~t9 ip~ ~PXcl" or, f~9.e~S'~jd, J9J.:"~a'tf
o!,theJair)na.rket,va~H-~,-,W;-h,~reJ:E(:r; p.r:af,t~y~b~,e.,,;.!.!i~;:~'-," . ,'! ;'.0'.",'.',1'1 "''';-'10<' ,,'..'.': ",

The. ~a,ngp.~ge" 9f::.t~~i p,ol~~y ,d~C:~fW:·~tiop, ;Jit;~'l'ty'qU;a;;r,.li\;a;~.;l8~L ~~;.(ta'lp~:n."J~OI;rl tl;Le
OctO'ber 10, 1963, memorandum. In my judgment, it is .consistent 'with sett~ed

hLW:Jlnl1'..'s()un~,p,~.b:l~c; ilW~i5:;V;",,' Lf\. :s.l,l;rr;l}~,a}w~ I~~,: t,R,!'!", l}J?Rli~.~l>J~, lflj~'; ~o$: ''fl~t~Gh"e4 ,'as'
appendix V. The absence of SllCh a declaration or the adoption by expres~ion ,qr
implication of 'a contrary policy, VY0J!.Uh:q.~~iJ, believe, a histori.c faJlur'b' by"the
Congress.

,,~R()QEJJ'U;Ll4.~;:o$Eq~IO,NLS" 'A-~I1l;',AS,_ ;I¥:J.>q%~A!r~:· ',,\.~P:Q~IC;'f;

Several of these prd~f~h;hlb~H~i'n:~o "'lliat1:'el·gncif\'pfdcedure and standards.
';rhes:e~a:'~ jt,p.e. cv:ellicle:s, 1?:Y,wp~e~l~~~ ;P9M':!.i'WP?~1i1)~.l~~r~·~~41~p.t,q.:'~~~t,·~:.n.d.~re
fU;nyaSlJ:rl.portantas'J~~.-p()llCy:seGtNns,·':L'jj:i >'il~' ·!I.'i ,~::;;,-- 1\\:",>],' ,.: .:':,!:',;, '

,El. 7.89,is, a ,fip,e ~xa:r;n'Ple,pf:,a Pligc;,i¥il)ra~ ,:t}iaIN ~J ,¥j;,l!~,q';~:fJh~)·DeJ)~ttm~:p.tJ
of E:EW,: "th~' enti.r~!th;t;p,s,t,'Q:f,·t,4~ '1:}m,~~, Hll,l::rt~gr}xg~d,~>. t,~~.:Go(:Y:<frn~ep.:r~ ,t?:k.!W~:
and "reta.inIllg "~ iWv,:qer;~l;1Jp;)II", ~Il"e}ft.~9P-S;·I~ ~Py~~ )~~W: j:+e:SI:~ra,~~y; ,;fi.P!l,~ged }-re:~,
search, by.making this a long arduous and exceedingly difficult a,g!l...JJ!,__ )!1.!L:t:!-y

,(1 J: ,';'V)'C <.;.,1.
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'ca~s>;,h.np6s~ffiie UlSJC""qiA.S' ;Df;~iHoi,'i1ig\: stB.teq> :"In',sl10rt;(th,l'nklt· :H~a.Ve's''too
. '" few'rl'ghts.1;:(fttheG6veliunen,t/,,4.}, ',c,,"{ ..' "";",.i,,:,":""",',:"',"",":: ,::',:", ,",':,", '.

As to an apPl"Oplia'te:.;gtandatt1,:,~or';"\V~l'Ver;;,T"would'r.ecom~end-the one 'put
fo~wa:r~!bythe 1~7'Justice '~epartme'r1t'report;t1:l~t~~heremightbewaiver under
"emergency :conditidDs"<where'the· head .'o'~-·;the'llgenCy:certiJledthis was' so;" I
believe that this 'stal1~ar~woU;ld,coyer.~.t~eeqtti~iesOfjdl contractors adequately,
but I would be wnung.to chaiigeiny,view::in';the;face,ofenough concrete evidence
that It would.not. ., '(i'o-' .

'I'here "are':several';'standards:,. 'set i
nfol"th--

lrif'f:t" ~~09; : tinder which ' contractors
would 'be-able to' acquire- exclusive','rights; ")The,I>ii~cipal one. of' these' is ''"~x-
cePti()nal~i~cumstances/'· .. ,,' ., .H,." .",'".,' ·__,.c,"·'·;, ".,'," ,,' ':

The use 'of this 'phra'se in' cOlmection with'p8.tent'adnlihistrationby 'a Federal
agency.has been .speci~cally,ron~dered.by.aDle:m:'ber of tlli~ body,-,the"ISenator
from Connecticut '(Senator'lUbi~0ff:)",,~,.~en;.he,>vas.:see~.eta:r:rof,H,ea~th;. Educa
.tdon.aand: W.elfare~·· .Ire;:warne~'tOf' the-,danger:ous',amJjigUities" in,the use' of'tms
-s:tandard~in:thefoHowl:n:g'termsj:<:;';.,';.c,":"" ,.<.-'-'):, .r: .'.>'<~'.'-' >:.:':

~'The'phrase; in' ,'e':x;ceptiona1' 'cir'l':!umstances')s1r~latively:vague';and: indeftIlite,
and in the absence ~f any iDlj,f~ated:,ctiteri~1.in .the (P6li(\V::-i~seIf!would'appear to
leave' "considerable .latftude' ih"eaeh '.3:g.enc? .ihead'to',determine'y;'hat consntutes
suchclrcumstances..'! --W'hile,th~~,doe:s'Jfa~e}tliI~.:a~va:ntageof.', flexibility, .It-does
have the disadvantages 'of exposing-"agemW4ie:ads:-to<the .pressures of those 'COIl
tractors who would urge that each circumstance of hardship, however slight,
represents an exceptional: tdrcumstanee /<HHliiig <'for';'ni'6re '.' generous allocation
ofJllY€inq:Qn}:-igp.tf!,·~,~"" ,,,'; "," ".' ."i~""''-i'·',r'",''''' ,.H,",.: "",;.',"'..,."", .'

',' :'J:'.h'e__ phra,~e' '1~~i~ldtc\lm,l3ta.n,~~"'.in:.~cktioiL ·'.4:.fe), --9~ ,.th~,.!JJilt,is open to 'the
'salne;~ritie~~l1~ri.'#h'ich-rJo#~idei:fo:b~~ \-Vh(jny:p~r.l~uilsiv-e~..' .,,) ..... ,'" :,". " , .. '.";. ~
, .' :As a tniltier,'ot,f,act;,..tJJ:e;'rePRrt.§f :th~':paf~t"'.A,clVisory':p,al)elupon' wll.ieh,' .s.
~~09.and S.,78I1ar~ '~afSe(f,:;a4Iriit!s, .3.,nd)':quijte. :""" ~ ..' '," ',:",', '. ."",'.'-' .:
'.'~'~~e'~o'r~~nt ...ex:perlence:'Of JtIle;·suhco.lnill~tt~el,~as', re,~ealedthat 'v~iious ':lgen~

cles have placeddfff~rentinterprehitigpg:on.dert~-.{n '~e:y:phrases 'found through
out the,policy statemJ~llt;'.• ' ItIs ,beUeved'~~at'~lll~~s:ad'd~ti()~alg1lidaneeis gtven,
this. problem. of pr6Per~"interp.ret~t'ion" ,,,;()uld.:(iIlli'becoirW: exaggerated •. if .left to
the unguided judgment o(!the,!nirldreds ,?{ contrae(i:q'~ 'officers' throughout the
Government. The'following are examples: * *'*~'3';-'lI'he' phrasev'exceptiorial
circumst~nc'es.·:":,.' .,:;:" .. ,,:'.' ',:,',,':"',',,; . .,'.:.,,':'

, Mr; Chairnia'n;:1 ,b'elieveth'is'Cbilfession''i~ .tll,e','be·~t"eVidei1ce·:tlie' sutiCdiri#ii1±e.e,
can have to establish two proposltlona : (~}Tl:iaf,We )4isPosition of uresetnutons
of '. dollars' worth' of patent properties should-be 'phiceli,,'~y :,i(J0ngi"ess,{)n.ce and
for: all. b,eypnd. the power and"di,scl."eti0Il ()! "hunclre,ds"of'~ontracYllg: officel"S
throughout 'the', Government',"';, 'tlnl1,(2)-that'th~)hra~e '''ex~eptional' circum
seancesvts notan approp~iate__ st~ncll1r4.f~ 'b~,llS€:4 In'this legisilltion" __ "

It tSJDY strollgfeeliJ:l,g' that, the -- power. of tiisPo'Sitlon" should __ be gfven into the,
ultimaterespo:r;tsibility :of the.',head.~{:,any __ agency- __ -who --__ is responsible to the
President of ---- the -- Vnited'States::, ---- Ev~r,y "effoet __ should __ 'be 'JDade to -- preserve the
actuality __ ot'resp()nsibility' for the' disposition of E'ederal patent property, rather
thanperpetratjngaJDisle8:ding appearance of r~ponsi'bi,lity.

In"S. __ 2160,.,I -have,-- 'suggeste<l __ adciiti'onal, pi"O~i,si~:hs ".for publtc -- __ hcenaes -- arid
royalties;.'and __ procedures 'whiC.~"'ould",result -' in __ wfitt~n :'findings __ by -- the head
of an ugencyas to' both publtc'vcersus__ private' l!l,t~I"e~ts and .v~lue-,of-patent in~

t.erests~, Tl1~se proposals Dli/?,ht '!Je-,IieJ.pfttl,to lhe 'sl~bcom'r11ittee----~ll'fo~mulating
the nece8f>a,ry, -- stflnd~rds," and I',~'c?D1111eIld them to the: 'sub~ommittee's -- considera-
tion.,.""", __,__ "":',, ,:.~"", .... ""--'.;, __,, "", --''',CC' ,r',':' __ ''''', "',,
'If1'ciJ.,~:'Iufthe'rasSist ,:thii, sUbcofuiriittee during 'its' deliberations, I W'ouldbe

g-ladtodo.so.-'. " ':"" '""" . ,
. ,'.,',' APPENDIX"'I

INVENTIONS o'F"THEDEPARTMENT'OF'AGRlouiift:rRE''''COMMEROrALizED FOR THE
BENEFIT OF,THE LUMBER INDUSTRY
"-,,, ",' ",c"",',,; "" :,:,."'.,"."-' """ "'00""

Tlie Ileu1;rarsblfit;e'seirii~helli.iHn ';pu'l~irig:",prbC~'sWfo~ ~'bfteiJ.e'd 'chipped ,,,i(io~
in, oreier __ tp ()b:taiIl, Plllp ,for,goo(} quality,'paper· fr,om'w?ods tmce' regarded ,'as
~risuit~ble -- ~or:' par>e:rni4,kin'g; ',. It: ~:-W~8','rell'Qrt,ed, in '·the"p;ress, ·this --,mo~th' that
applicati()n:otthis' process __ ]His5lJ~~"'eXtend~cl' t9 -- r~d~q~~-'cllips" Th€ process is
used throughout" the :cou:nt~y;, l"iri 'mare: {than' three· d'ozenlb.ills and· acctlU'Ilts for
-'-''-'-'-'-'-'-,..:...;.'',.,·.,,'00, ' 'f,i"'"'''''''' hi'" ""1" ;;;': . , .'

4 Transcript, p. 37.
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abcut.m'percentioflrallcpulp- :productioi:i:,wlth)R,;tangibleJvalue' In,' excess' :o~,:'$~Q
mnuon.': One: oft-the largest-uses-Ie: maki:hg,:corr~~atedib01ttd; fb,r-'shipping:, con
tainers whteh, are: superior .to: those 'made: with. ,any,; other' matertals... It -eteo
accounts for the use of more than l%,million-cords 'of,hardwo6d;,mosfof':w'h~eh
are'too low in quali,ty,for, other PllrpOses;. _., - '. " ",.,,_.

2, •Another__(agrtculture- patent development.' is: the fiber-glass:" electrical' ,soil
moisture meter .ror. determining soil: quality for' both' forest andrrange land.
Again, in the words of thfs subcommittee: Its results have made bustnesses Iarge
savings in time or agriculture .research workers. ~ndi,ml'roved,the ". ~e,liapili,ty, ~,f
soil by moisturedeterminations/' "":"

3. The electric wood moisture Indicators which are. widely used,' bY,lllDlber
.prQducers"andwood~usingindustries.. .' ", ,.,.', ""', __ " . :,'

,4; Ftberueec. Is '..a,' new. and:' ueerctpackaging:material.' .... It.'comblnesvthe 'de,
'sleable attributes ~of,pape,r'overlaid;wood' ven~er_'\vith""~orrugatel1,fiberbqardto
produce"a»thin. "and ::'"light"\yeight":'ma,teriBJ" p'ossessing' <substantial' compressive
strength iunderhigh:moisture')col1ditions;;' ., .', ,.,:, n" , ... " ',."' . . ..'

These components have long been used separately, in' -the' packagtngdndustry;
Because of its strength, wood eontalners can support heavy superimposed stack
ing loads even when subjected tothumtd'etorage conditions. However, an all
wood;c~ntain.e,r is heayy, b,UlkY"I1onf(),~lapsi~l~:.. l;lnl:l~9;~e.Wh,a,t ~ifll~:U~~ ,~?}~~ten,
store, and prmt. Corrugate,d,fib"e:l·I;H:~~u;(l,contall)..~r~~~a}.',ehghtwelght,mexpenerve,
provide some degree of cushioning;"permit' labeling'it,time of manufacture, and
are relatively strong when-clp~" <"(JIlderbigh m~listure,s,toplge co,nCiitioI;lS'l1()weyer,
all. .all ,fiberboard,:contaireJ:,loses"Jt,s'"i'\trengtll.". :-CchlIsi,;f,ailure, "to sllsta,in ;.eub
stantfal stacking}~adsplaces.the, ~o~,d: :~Urectly :ULJ~)Il·;tl;ll;;;~q~tents,of the. cqntainel,·.
To alleviate. thiE! problem, J~,~:,h~~gh.tJo.,:\vhi~.i~:I:tl1§,)~QIlJ~ip~rs,~re,:st,a~;Ired:j:;;
genetrally limited, r~s-ultin$Jnjne,fficientuse of,~t.orag,e space.,: " , ",J ',',>,,'- <~
.' The object' of tliis'inv'erition iR to 'provide a,Da,c]{igi!lg";:lTI3,1J~J:~al;W:hi~p.",;ll:'a~
thestrength.and .reslstance..to ,m!Jist,tp~e or. ;\y.O.o.d i "a,nd -the.Hght weIght,. low -prlce,
and prjnt,a'b.il,Uy .of. fiper1)oa,rd.,. , "qoIltr:!Hf:1l'S" falJl':ipl1ftgt? ,from,.such,; ~': met.er:ill,l,
compristng a .glued-up, ,f.l~elll,b;ly !o,f, two:p,uper"fa,c~<l ,Wcod.veneer- sheet,s }'):~par,ated
by, a.corrugated ,fi,beFboard IIIedium '_' 11,1'0vi<les", IIigh '.~t~,ckin.g, f strength ,:ev~n:: 'Y:hen
supj~ctedJohigl:1hU,mId~ty,o1'JJigh.m{)~st,ure,cnnd,itlgns.: ,:.",,:',,:::-<,,: ",;,'

,5~ .. Thjl;l! ~Il:v,e,:qtiOIl, :~el#e.s,,: ~(),::a ,lll,~,c~in,e;; 1:hat ,:produ~es" ,co,rruga~ed" :fib~J;'p;oa,r4
capable ... of increasing .. ,the!,stacl{irlg;. stl'engtl~ o~" COD,tl;liners. about. .one-thlrd ... ;while
reducing steam energy requiremeIlJ:s.,to:,alJ,ou,tJO,l)e,rc,e~,t ofconventional "oPera~
tdons. Also, ,tlle )io()r .. a::reU', requlrements.jare '"onlY:,:a:\sD:iall-,;fraction, of, present
neeqs"., ,. <':i"'-"'" ' ."".:""_::',: ':":':~';L"!~"'-"";':'" .' ... :. - .

:~he:,Illftchine .prcduces corrugations, fn .the machlue.dlrectlon ofthe cor~·,uga.ting
medium, as contrasted with the conventional aeross unachlne.cdlrectlon.: . ,Thij3:
contributes to .the. Increased top-to-bottom" ;co:mpressive, ',s(rength .. orcontatners
fabricated .rrom. It .and ... to: .the.dncreased speed of, the manufacturing .operatton.
The speed.can.be increased because It.Is .vtrtuauy a. stress-rree. operation and the
machine provides 'a continuous means for 'applying bethtop and: bottom-race liners
stmultaneouelv. , ,Box~s:G!tn:he,J~bricated,from, it on' :reg;ular'J'3lo;ttIng, seonlng,
and prtnting.equlpment.

(Frciin'th~W-~llstr'~et:~~~rn3:~.'Juiy'2().19,6?']

NEW, YORK, STATE:' GrvEs",AMF, GO-AHEAD To' BUILD ATOMIC' DESALTING PLANT:
N OTIoE PORTENDS::$2;750,OOO,'.ORDER:FOR;FAOILITYTo:CONYERT' DAILY: ,1 MILLION
GALLONS OF SEA WATER

(#y :i:\Vall,~t;~e~{~~urnalstaff'reporter)
NEW YORK.-~ericari· M9.chiIle'~":F()uhdi'y, Corp. Said It was aJlttH1ri~ed',bY

the New: York State AtoDli~:'and:S.p!t:C!7Development Allthority tobegtn workon
a $2,750,000 contract for a n,uGl~r.p0W"ere<;1,deSaIIll'ltti:on :plant.

The fadlity will be l-ocated atR~verhea,d,' N.Y.; on .LOng.Jslan4:Sound,',and
will' coiwert' salt water to"fresh' W'arte'r-'at ;"the':,J:atVofi·l:mHlion.,:g~li&ns','-a,:d.liY;
It wm atao neve an electric generatmg gapacit,y_.of ,~,,500 kil{)watt8~,rid .. will· pr-o~
du~e'hIgh-ene,:rgy:rad-ioactiy~ is()topesfo;r'indlls,t~ial ',a~~11lle9:.te31 uses.. .' '.,.. "

The' authorizatlonw-as' in th~form:o,f' a 'letter ofl~t~Ilt''p~o:vidingfor,thee:xecu~
tionwithin,3Jn{)n~sofa d.e:ftn~t.irec~li~r'l;lGt·Hri'~er'.~hich·'A.MF :1VilJ pro.Vid~ ,all
basic ,development, ;''desiin-:,. 'and equipment 'for ,the:project.·· "This~ 'IncludP.s' tbe
nU...l~ar reactor,the desalting,equipment,'and the electrIc generator. ' f,'
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nom;het:proj'eqtj wi:lbinv.olv;erra:ru.:additibliBil .$ib5:-mlldon ,-forjollieD:(cdstsn'.'.E'iD.<flndirg
j,~.;beWg\?t¥PpliOOi- in'.ipaJSt jby:!&,'$3;5,:miUion raptlropriation-aUthoriZed;bY; the-State
J,e:g~slAtw:ei.;;j11'hell(emainmgnfJlnds'i'!l11'e .belng-eequestedi irq-ill, thel .A.tOnlic Energy
@QJ;l1;rpiJ;I'~::liQP\:a.nd,!the!IlJ,teri\lTJlepa'rtm~n:t.:"Ir "si,:i :'10'(;":. '-~! __ , l;"i3 ';,,' ''"''1;'!i. __ '.

Construction is slated to 'begin early neXit,y~ar,~pe:tlding<~apPFQV;al:by,the,AEC

Qf;-.:aI;ll:apDU~~tiQn;dlo1!0ffii::con$tru~ti@nioonmit.l [:, The,: Permit,is'1'eqllired to; Jnsure
.tb;a;t: ,fll.~;;ljeJI.C,to:r: isn't:,at h;azard,;tQ t!H~iP-u'bliX~; ''': The,plantAs: sclreduied.rto-bei com-
p!et~d:Qy,,:1J~.68.;' ',_,'>!::H '-n):r! ,';[J'';:'''j:-J1. :'1"'. " ... _ ,\";I:~".ii\j·. "n:)" 'j;i: .t

'::;~h!aj !pl;'QJ.e,ct.>"llas'.ibe,en iit:i.lte-d;~with·,!the aoronvm ,)'-jSurftlide/":whielu stands; 'for
Small Unified Reactor' E:acility with Systems,:,::fOi"i ;,IS:0topes;: :D.esailting,',i and
':uJ~e,c:t;1,'~city·\,,,,,'ji>("il"" II";,.',, :<'i";;:')\:'r, .. _ ." P""" , •.;'",., ,,'I:.

'water-output from Surfside will be pUl'ch,asedl.b:y;~Riv:e:rhead-':8Jt-prices:·ran:ging

,~1Jo~.!?5",cents; per 1.;000: g~:llO:AJ:!iiJJ.:"the, :=J,.~t:year':t.Q,453 cents.in.the-hl.th.and.succeed
illg-,y,~al's. ,;:Elect:ricity, .outpuf wdll-be tboughtt ~by"Long.(Jsla:nd:'Lighting~ 00; -flor
15;mi)ls:p~r kilo:watt,.houl;~': iWhe~N~w :York,'Htate::'3.-t-o-mic:;a,gency plans -to-onerate
the project and amortize its investment.f:rQm:,r:~:v.enueArom.fheealer.ofiwater,
~~~G-t,riGitYi',i!.p.,d·~adi,oaGtiv!'l:is_otope,s,;" '

:--i'" "';",.,
n.. ::i' ,;ApPE~I!I~;

:,I~:,~_r~~*¥;~#~s 'oF,:~:#~;~ltt~~C:;:,:~7~~~~:~rL~ziERs

",;Amoti~' the;.;:fa:~~~si':4ec14ed'.:Hi:,Fr~didMti:t ~ R??sevei~'s' :i941:;'i:~povt;' t~e:liieine
Of.fn?.rt0poly,and collcentr'ation ,a:s':a eOnSeq,lH~li~, ofG:~overilIrLe!lt;:pat~nt iJOlicy
has ,'r,~cllrre{j: wi~h'!~grilarity,~:'and ,:i~ereasI.ng:".intensity' :'aSFe'der~l' inyolvenient
in researchaiid ·developmerit-fina:n~ing',has'.-rrlPllIi~edo~er.,the last. 25 'Y~:r:s.

AftepubUcan .Att6:r~,~Y',perieral~;".·Herbe~t '!Brownel1;, ',:i956~' 'declared;' Inuhe
1'611owing'la,n,~,ao:e'~is'6J~~~r,ii:: ,"''',,',:,''.:, .!":':',.:',,:r: ,.',. , ,.:,'
,': ','~:~'-j*'w-i~,th~ ftitHr~:,d(~l)fu~~titive'. en6?:rpfiS,e, :~{n,(r :'it.:-i~ ~lni,p~r,tanti:tharit,s
slia1'e~iJf' this' (re,search .a:,cfivity).qe"adIDitifste1'ed',toProirihte':'ccilllP~trtiOJ1.P*,f ':
(W): 'i~dic-ati~ll'S-'that 'ruip, '<:Otl.ntrr 'to' ,tlle :{n~ustthi1' -t~en'~. toward. c0.rtcen:tta~
tion;'but'ih'some deg'ree;'maY:~ctuallY'~nfor~,::*"'*, -* ,th~'disp:roI?o~tio~atesha;r'e
of total tndustrtal !e~ea:rcll~'¥ilde~elopIIi~~t,in,:th~ '1ar¢~' '1irms play ,fore'Shadbw
a:',great~rcOll~~ntration' ?feCononi.iC' pO,'.V,er~ and, pr6gres'~ I~l€iflristbii.t· ttt ,t~e future
an,increasing,share 'of"~nti~ipatea\in'lp:rdved"t~linAI0gire~'l1n,tl'h~ ,Pr0dllctionlines will 'be intr01iiI~d}:)Y',~elndus'tti'a:l :gi,l.mts.',' .."." -'., ': ,,-::. ~.'~ i .. ~ .. c .•...... ,

"'TtfI961,' before, Sena:te"SubCdnltuittee"on 'Patents{Tradern:arks,'and 'COpyri~li~S',
and ,in .l'esponse, to questioning l>Y ~e. chatrman (SellatQ1'¥c(Jl~llan)"A~sis,tant
Attorney' '.General'~~e' po~1iriger":'::ril'ade ':ruff fo11d-w~hlt.sumIiraiy' ',Of:a:~inents
astothedaIlget'of..c()n:cen'tJ.:~tion':" ' ',,' ",' , __ ,,' "":'.-', , .. ,
"":Sei:Hlt:OrMcC'~Et,tJ~!iI" ,':'*' '*":J'r,~ coil'~'is'eIY; ,,*: ',*,:* :if. the' Gove:~'limerrt:getS,all: tllt~~

b~riefi.uf'it w~~ts'\fl'.~ln,:1t;, lilknse, .whqt iifthe .·'r~l'objection. !td.'h~t.ting-·t~e"l~~
ven-fht"or'.discove:rer,', whether:an' iil:div'idU'~li dr' illdu'stry-," tal{e' rth~' :pat~llt,ri~hts
f6r~expldi~atI6n.c"oIb*ler.ci'a-ily"**,·*,?:,<. .". :,"',','.,'; " -'~": ,:' :c, .. ',.,': "'<:," ':'" ,', :;
,;,:I'J\'ir;" LOOONGER:: :O'ne,"thi's eonstttutes- an:'outright":suhSi~yf, to 't~U~:;J cori.tr-aic,t6r;
He gets commerclal rights that have been paid for generally' 'on'!a '-cost-jJlus basis
by the people of tlie United Stat'es/i(an'd)' "exploits them exclusively for his
own commercial ben~flt.:. ,Whe;y-; ;w:o:uI<l,be.;r:ights,that"he"w.ould otherwise have to
pay for, and they are'iiven to hini out 'of'faxnio'-rie.ys. " ,I

;1'TIWIOi these, subsidies 'at~ given.!' no't,to·the-Ieas't) able'<?l~--ithe)'fi,n:an:ial~Y most
needfu:l~ but·to' those;that ileast.-need;them(!,generaUy ito 'the:l'a-rgestpm6st mo-n':ov-:-
olistic corporations in the country. . 'i} ,'.:'j:-'; ,

"Three, because of ~hi8 (tBe.r~ i,s.a te~dency,t~1V~rll)4tcreasing concentration
of economic power',whichFin turn stiflverts;the"basi's'p6licy Of antitrust law. * ~ *
'I' j "4J!fl", ~~J1p.",~~.'c be,li~.y!;\., t~:at,tbi~ c'~~fr~o,infl ,~o, ,~~,~;9-r ~?w~t,el!...tt?: ,~:, 1eg,J;~~'~ of
~opbeiitra:tip,:t,i !tpat, 'Yn~ ':I;~qlil,r'~, ,~1l~.Mqyerllm~~~ ~q., ~t~P, In::'-~V1t,~ :~}{,~nd..,.ofj:x:~~ula·
tory powe'r"over these, .g;rea,t c:01ip~p.,t~at~(l,;tporr()Po:h~s ,th~t.l~ no,thilw.mor~)prles~
tJJ.,a~n l.l.p1'e9uyso:rv: to'rr~,a 'k~rid"of s0c'iali~Ul, -;if you· inf;~: ~ I thi~¥ Qi~t ,th~ ~ures't
road 'to sociaiism ,for. tlii~"co:Untryj'fj;hi-b,ugh the,'inc1'~asihg .nio,J),9poliza,tion',of
¢'~'qJ;l0fnJp;Ppj~~',::;:,:;,~ i; :,f :",:;~:'~,: ',j ,'; "! -1'1:') ;;"1' ":') ':,:',:;:) ;',. 'j :;~;:~:,;':,; ,;'1, ,:.:., ",1!; :,~~';: ii' ,',e;: ,:'. :tr :,:r .; ~

"This alonE! ",,%ou.;t, 4,0, ,iF'f}?:~; asw-ri5.~;:\:~J},t):f~,~, ~~ ,,~m'r {?'F.KP~"W.~¥~)~Y, ,)vP,l,~P.p,~
~.ol;l:p,tJ,-y,)S 'R:lo~t ;~W:~~Y:'(Jo;,~ F~;l\l-Hhj (~~l,aMs:p1,:J:-~-:-) .,~ot:. ~y; i Yl,?l.~n~: ,~Y;~1i·W~}:0'Y:~ ~fFFlie
q-ov~rn:me,nt;~\JQt,by"go:q.C~,I,lt;l'a~LplliRf~e,q.?lI}BIll}c.P?~\:~(l'~,T, ::', \,;-,J,".',,~., ::', ,':':; " ,~.:

','Senator :MCOLELLAN., You,.ar-e,_saying m,~ffectttJ.a~ .. m9,X,l,opolY,.l~~QS,tQ. sO,clal~

islid" ,; "",~,,', ,;:;' "::';:"";"'l,;,;'!-I':;;:: .;". ',':,"" ""'~;i;'-';'.<;,,;:.;i.., ;)'~:i.i:~';~'"";";·;:'):;;'"
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,"1\~[~." ~~~~I~qE~~ ,~r,es,1 s1,r/:(".'(M~ye~Bm~nti ,p~t~YJ,f~4~y;" ,l,1,~l+ri:~.~y ,b,e~o.r~,.:the
~?~,:P.w,mc~tte'~ ;;ol1.·;:Jirl}F~~t,~;, irWlJ,~m,~~~,~; :.aP/fi9HRlr,~.g,~t~J:q~""H!§,P?ffi1p~tt~~ ,ppc ~.~e
JudiCIary, U.S. Senate, Apr. 21,1961, p.198.) 'I:', ..'!. "Ii'! ~i" i""'~i,!h;,'·; ",,:;',d';;,;!
" '., ,S~cc,e~ir~ ,~":Pllty, ,~H9~;n;e;r~!:G;eJ?-tr,I~} :8.f, t~~ .;I;'(,~Hr,~4Y;~~IJ,~1,;r.94~()p. i;l.~~ni~traM
..~N~n~. Rax~ ~~:Qr~~~~q)l}p> ,,~?p,c~J.:?, ~R, R~~ll~~",s,ta.t~W.~P.F.~u·rPt~»Hty :1\,ttnQyw:!§epM
~~~k' BJ'r~n R::~'1¥l;~~,",.RhtR~~r F~:':~I~R.3,-:~e;,f'I,}i\a,~\ r~~~lHl(!3~f)98~W~;qFlt:e£~" ,?~,::.M,~r:c~,.,2?,
,.'"" ,.sP9'I,e.fl,I:i,.;_q_!)oW~'l ':,:,.-, ;":i::'; vu.. '1<)',-- ';:':; ''--;'',.,':';:' i) ',"'! ",'\(,i';, r.r. .. .: ,j";' t,;
.. "Many' of these contractors ij.re"a,lr,€;,,!-o,:y. Iffl,Q-m~SJ~,'~1?:e~r, J;e~pe,cttYer'<NP:PW~~',<;~fll

,fi,l(~p-~;",! _-, .r~~y iltre~qYr' possess ,,41~Iil~.':de!ie~()P,f,d;'r.a~,mh~~i~~4 lfl,~tl1n~ :caIl~~it;y,fol'
~~~,e~0~M· i: ~A.e ,.:~.~~l~t;>,?f;;~~llo,*,iripj;'?fU;ql:l;;fir-m#!a:,~4i~}p,n,a~;p~tel~J, r:ig~t~ :3:s , w~n,
tends to consoltdate then ~lreJ;i.,d:v" ,dpWH?;~~,~!PQ;8~~~oPf'l·i~P.,djp~4e:Jh~l-Fpr~f!'WRe,d
status in newly developed industries even more immune to competition than it is
now. ""'.-;.,.-'

"The licensepol.ic.y, automa,~ic,allY grant~ ];la~eIl~~ to the. contr~ct~r an.dc,qi)M.
.solldates-domlnance ,I'witllout-Tegard' for. the e6hs~qtie:b:'~S';}n"(terms' of 'monop6!y
power. Tlie.:experience 'ofithe'i.~:,:iJ.t-itrU'.<3t,Divisibnihaside'nloll'strated' that litiga
tton ,to bl."ea,k "~1I' unl3;w:f1?l __ ,aggregations, o,r.. pat.e;llW~l+n~.)~n?w-how i13 _,i:l- dlfflcult
flndfre~u:e~tiy'iii~ff~:¢tive rem~li;Y~. ) t is" ,'U~J~til)y;,:,a:y#iaW~,only~fter.:·c0:t1,si~~,r~
ableinjlil;y' h~K~lr~'a'(1Y beell''~ufferedbY'Jhe:,e~.olf,i:lI~l*;:'.'· ~,' ,> " _.:..", :,'".::

',"'Yhere. ti~~~::ge:Iler:p~y',vE!sted-Int~~'96';e~'~me~~/ l;.eadyaq~ess:.?f sIT¥t.ll bll~ihes's
.to know,~how 'as -weila:S''P'atenf rights, isj:ilQre.a:de,qua:t!elysa;f~g-tiarded.than would
\:itlie~'wi~~"W{th,e,'ci~e<;!"'1:':i',n:r" ',' " : "':":;'.",',"" : ,":.; :','i ,".:" .'~:',::',!,""''-;, ,",","', "'.",','. ,'.>'

,.. '.I'h:e .IJres~Rt ,AttoF:Iley,' 9i~p-er~.l~. th~ __ H:0~qr.a1:l~e 'Ni~ho~~'I;>! .l!~1;\~, ,l.)::atzenbaq,h/; -toW·
the SenateISmall'BtiS-inef3~;99pi:ip.~~teelf,'~elirJ~YP' :, ~ ,; ",',,' '"1:, :: .,,; ; :,~; ... .. "'.,' .. ;,',; ,;,~

l'~heJ!epartpl~nt, of '.Justice ;h~s ~f.requ~ntly,. !?tat~e;t",that" 'yl;ie,11,inxeiitlops, are
produced uf) ll. resctcorgovem__riie:q.~l, ~xpell:diture it,i:s,'g~il~rallyunde~h'~ble .t?
'permit the .11fivelqpirw cm#ractqrs .to,e~cluae, other·s.'f-~oJjl};he:,TI&e: 9f,inventrop.$.
,Tl1isis IJrtrtly',trpe' jJ;l. ~,fl$e;g whe~~, the, re,~e~l'CP. '#~el;f, ,~s,a~ll1ed' at)'t~v~loping~qIn:~
mer~i,al W,,04uc~~.; tP;'.pr,9:m.,Qte .P,1l'bl).~, hel+lt~l ·.p;ul:iHc:,:~#,efY,,;?r, illcFeas~4,cim?<luq~
~ttWf)ju ~;: :1?,~Y !?P"~'9:J..~~e. :;9bvfS~u~ ~;a:mples! ~~\Pieli:~y~' Itya~i t~1i.~~v~FPp1~4ts:bRH~d
'generally retam'title * *~ *'and rarely, if ever, '~~.9H~9-it1;l,e, gpYel',n:tUf3":t;lt:,~g~»:cy

in, advance, of ~h~;,ti.lI!e;.wJ;len .th~'iinyention is;.knowri"a.-lld: p~oduced.for.,;t,itle to
tig.- g,iven" to ,the;,' ~on?:flct6'r, .~' '",'.;* the ,gre,it, .clefect'.pf .a po.Her· :w):lich. l'oJl;~in~ly
pfov.Wlesin;a1:van~~:df',iliv:~nti{)n's' .~~a;t co:t;ltractor,s:'retlJ}n title; ii.;'l,simply tl13,t, .no
o~~, :cap.;}pl<?W: ~l tRff ~tiri1e,';"(qi,' ~?H,t}-'l~;~p4K)' __ wh,at.~i,t,,~\3;; F4~t. :th;e(}overnm~~t, :~s
,~lVl,llg, llP, W· .. the :~,~:t;ltr.aC,tpr .re "ac9:UlPIlg!-,: .,,(E~on,orq1C ;~sp~(::ts. of J1Q,verIlmep.t
,~aJ~,~{<f.o~~~W~:/~,~~,~~tii~~.,p~f.Q~\e: t.!f,e:Mp~.9i~P~JL ;~:1?-~,SqmW~~t~~, 'o~::tIie,: ~~?~~~; ~i¥;3,-~,l
Busmess CommIttee, Mar. 7;1963, p. 2.) ,,",;;.<; -''1~., (-,i",'j,1","O"'!

:\ ',' lJ;'~n;.pr~Wrn.t,. r8J?~~~P~, If,f :n~l({ l),e;p!ar}~~e...~~! pf:·l]1s F~g~?;,~dll;t~ld ·l~l~ ,~2.,. :~~5" ~:s; ·also
.:.fHfLt~lf1~g)~ :~~~; r~,c2~~!'\:'j ':'~~k~~&.tv" ,;',;;;.~,':

[From, -tM;Wasb1ngt61i'PostiJii'ly 17',"19'6'5]"'-
>;d':, '"",'! ',i',c,:'-- ',1'\ -:•.e,;J.F.',":-'" ii',;:'·"".:...." '''ii''::'::: ,',k,
.' riiL,:J3.~! i \~~?J;lSi;;Q4~~.I:':lJ-lT, ;.F,Q,R :;B,u})qJg~,-,,~E.9().J:jT'(),¥<~,i

"frEY Al'¢i'n; ;slYrillk
l
Uilit~'d t'feks'.intk'r~alio~Hin:;

f,j 'hU;,,;~ <,-:~,:'.-i ,J.,;".'.'.:, ',';l.!.." .it,',.. ;',;, '\;;""'~ "c·'l),.tJ, ii,,;

: r: 'Fo-~\tll~'secondi ,st~~~g~t ,'da~:Ptesi~,~ht:'lTo'~uoon' ,dilled:;'ilt:G?v~fnili~rit,'-'6mcHi1s
'yeste~day to"H~ll''tlien'l.J Jt(fcut·rofits'.'l)Y ,})ud~et'::iil.akirig'tifue;·,; """~.' ':' ;'/,'w,: Z',

~",'The"pr~Si'dei.lt\\'.wli6has: :manage.l to", tkeep ,tn:e,;'?tttlget'?~der'~l{)O:'billion',t.for
'each of;the'pasu/2 :vel:trs~,through'.siIiii1irrfteclliiJques,agaiu'to'ok'R pers.IW,al',.hau?
intheGovernmelit:siwonom.y'd,rive.l"·. ,,\':;''' .. ""','1 1,::'\,:.·~,,\,: ,", ''''''''-.'
,!..-He'haS'iil'dic-ated,tlre-rfYis. aise~i{).1is. questioni:whetlrer tne' budget' could ",remain
,underl$lOQ billion>next"year' ·in!light' of-the' increils~d.'~ost-'of-;'j;heVietn:a'mese'[war
rand his Greati:SoCiety:.:programsi' 'iFOlnthe'c-ui'ri.mt fisc'al ~y-ear,:·the'budget/is '$99".-7
billion, with a deficit of $5,3bilUon.J' If, ;,!<,·,'r:i'.;t"!. 'f~i,~ i';,·)

''- 1':At;,Yestt:fr.day~s::!sessioniMr/-'J'ohnso'n':rf.Q.ld ,a"'gathering 'of'ioffici-als'·from( val'fbus
,departments! and:ragencies, '1~')I,·.wa,rit each:.of:You'to~:',bear. in"mind:that ;the great
ljurden' of- Federa:1:taxati'on' is,-noh.-on.'the 'rich'of'rthis~couritr.y;<-not 'oil:the;:poor
of this'country';"hiJt oruthe<avernge famj~yNl U,r;i,i" ,,.,,, ."q
" He"placed heav,y; stress" !oll"reduced' Government! c@s't8:tb:,permib,the-',United

,States ,to. finance ltw:world:,leadership;ip,ea.ucationp.hea-lth;i and other,fi~1ds.'~ .
Tnterior-8ectetaTy'\Ste,var,t L.:·Udell;! Agrieultul1e;·Sec~etRrY;·.0rv:i11e,L;·,Freei.:Jiail

and ,·Po'vei·ty.\Progta'lti:) Directol\'\Sargent"Shrivet .-w,elfe .among;-the ;offictals,;,who
reported,qn. theh~'()w.n!rnol1ey~sa:ving;achievements: 'f',' ,,' . "';'\ '0
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,1\f,i':"J011118011, "enii~d' :;the:;Se~SiOIl by ,:l1,rging 'silb~alJPIet;, ?:ffici'flh( ,t6,,~,om~ up .w,ith
"a realistic'bare bones'budget" that their :ba;Ss~s,~an defend:\:Vllen. he scrutihiz~~: it
~i:9-e R! ~iD:e ~~:t:J1,e:end?~:th~~~a~.:.i .,,:, '", ",:,.,';..>, :c,' ,'", ""r,:; ,','.;;"",,;; :,-\." .. ,:,,;.,,:>:
'."I:Ie'll:t:~~~.'each:C~blllet'W-eJn~~r to',make'llt -leas,t, thr~e sllgge,s.tions.tha~, ~()uld
JJe df us~;.to' ot~er,departD1~rits H:S well.. "poinrtil,ig:.to ch:ar~sheh~nd, him on how the
Derense'Department had saved billions of dollars, 'Mr. JOhn_soIl'I?,~iq..: ,'..... :',/,." ":;:'.:'~
, , "-you 'all don't; '\V0rk .'YUhmrsslteebut vou ;rt'l~Y:findout.h.o",'to 'save .on a pencil
bill; or'an"electr+c,'billj"qra fOO,d ,~~I~,~r~n.Yt1?iHg:"r~ : :*,:,. ',' ',,'f" . '. ,,;:

"It's' the averllge. faniil;y- tllat~s- i?in~to':v,ay"~Jlis bill.' Th~f,;3ire the on~s:tliat
.but the,mlsstles.' TheY'.'are· :tlleone~ ;tpat:p~' for . the ¢ha uffeured Itmousinas.
Tll~Y, 'are the ones that. PllY to light-the ch'andeliers * .01< ~;"

.-. " .', .."., ... '... , " , ., '. l' ~

ApPENDIX ,V

'ME~{OR,AN~J~;o,i,:'LAW::4-~~£i~~~L~T():'D~sPOSITid~,,OF ;:PATENT.·;RIGHTS ARISING
OUT OFqo~N:r.mN'ltFI!'l"AN9EDRE~JJlA:ROHAND DEYELO~MENT

" .±llis.constihltional:pr6'v'isiollii:~Iierit.a~,'it;hie'%:eth6d's'of;.di~W§Ing. ~f.'property
belonging to the United States, an~ 'anY appraisar;o~ :tn~ s~Pe 'of'auth'ority. con
ferred thereby is to be obtained almost 'entirely- ,f,,:qin .the judicial. precedents
wherein: this. provfalon 'has been. construed.. : A, .thorQl~ghexamill'ation, .. o~ .the
debates and journals of 'the -Oonstltuttonal Conventions•.,th,e .. Fed~r,al~st, .jmd
Story's ,.(JomlIlelltari~s.' d,iscloses.Il"ler~ly th.3;'~ ;-t1l~'~ :&-3:n;terf{:.o:~: the, .Constttutlon,
during' 'their conslderatlori-of -:this:; provision; w,ere: .. p-rel)cc,l1p;ed ,W;lt;b.the.acqui
Sitio~anddispo~iti~.n?(puf)lic lands by the United Stat~.s~";,:"",, ',., ,': . ,'"

In ..·l['Il:ited.:States. y;.'Gratiot .'.:< 14 Pet..526~. 5?1, ..5,32-:fl33,53,7~53:8) •. wherein. a
litigant contended tb,atJhe 'collStLtut1:(mal power',t?,dIspose Qffe:d,e:rally owned
propertyembr:i,ced,'only 'thesale, but not the 19~se, t9,~reof, th~ Supreme Oourt
answered br holding thatthepower of dispositio:n '''is"yes.tedin Collgress without
limitation," ,and "the.' dispOsal .. must be. letf to, the ; dis~retioI;l. of Congress."
Again, in A8hwanderv.yall"1l Authority (297 n.s, 289, 33Hl1l3, 338 (1936»),
t11eQo,Ul:t,reUera~~,ltl;1;!l:rt.th,i~~:"'",,,,,;":+ "",:"."'<: 'I':' '" ", ..""e',': "
',",CRn~~tutional' -P~9:vision'is ,silent as rt9 themetpQii ,of<li~P9S,~P:'g:)r"j:fp~op,erty be-

,long;ing to. the' United .,s,ta~~? ..'That'Illethod.: o{ P()W",s:~~ ' IJ;I;llSit be:.anflPPI'opr~ate
,means', of .dfsposltlon according to t~~ '. natur~,'of ·theproperty,:. it. .. 'must. be .one
adopted '. in, the public interest .as, di.sting1li~boo, from privllte or. :J>ersoll,al, ends,
andwe ,may 'assume :tha,t}rt must- be.conststent wtth the foundatf.on principles of
nur dual'ssetem of government and must not becgntrived.togoveI'll the,co.llcel."ns
re,servedJotheS~tes~, .c, "", •., .," •. "",',:'" ":" ':, ',',',',,, >.,' ,.,'" '

- "The"bccasion,'for 'ihe:'grii'nt :(of' this pow'er) 'was the' ,ob'Vi~~s' neces.s(ty or
making provision for the vgovernment .. 0t,:.tlle vast territory: acquired 'by,·the
Unit-ed States. The power * * * to' dispose 'of that territory was deemed to be
indispensable to the :Pm"pose'{)f -tneceestona.made-bv-tne: United States. And
yet it was a matter ,or.)?;rB:Y,e;c()nct;~n because ()f},l:l~ f~:rthat 'the sale and
disposal' might become'uecurce'or such' 'im'niense--revem.le"'to1.the National Gov
ernment, as to maJre,)t ,j;n(iepeD;g@t of :m?-.~qr:w,i,d::t\~~lf !t{)<the people.' Story
on the Constitution' (pars,' 1325, 13-26)':" The' grant \vas' 'made in broad terms,
and,ithe ~ PO''\V.e:r- .of,r~g:ulatjpIl,and:, :d-i,sp.os~tion .was':I1.o,t] CQ-n;(J.IledJto. .terntOry;..but
extended to 'other prQIJoert;y;!belongiIlg:to -thetJniteq,~St~t~S'i1j·so;tha:t the-power
may-beiapplfed, as'.Sto~Y";S~ys,·rto the-due regulatiQn"Q! f1tH;OthWI',personaZ':and
r~a{' pr.operty l:jelonging::t0,the, United ,:States.',-,:,And';:sQf.,ll.e:. a,dds'./it: has })een
oon8tantly understood ana aotea upon.''' LEmphasi.s;,Supp1i:ed.L·!·;,

,n-t:'WoUld,s:eem"to'lm· clear., that. ,under",the,:same'ww,ett::pf"dlsJ)Osition: Which
enabled:,the"Q'overnment·,to:,Ie-ase. ·(Its imine-ral' ;lands}iandc.obta.in,: profit';:·from
-sales ,bY:"its.lessees,':ibcould; ,:*;*:-*:have-,proVided,·for :mining'·dIrectly:,by ib;' own
agents ** '" and obtain profit from its own sales/"'::, __ .. :,"': ';'" ':'::<l",,'," : "

rln fother.. 'decisiotiis1the:.0durt-repeated-IY: ,has! ack:nowledged,that,j~the: Govern
ment has withre;spect todts"own .land"the rightslofawordinary:-proprietoi":'to
'maintain its 'possession: and: prosecute .trespassers.,' It:may' deW with such 'lands
precisely as an ordinary individual may d-eal',with 'his':farming'pro-perty. It
mav'SelLor' :withold: them fr6m:;sale,·,$·' ,,"-*: .. 'The ,UnIted States can,:prohibit
absolutely: or, ':fix, the: terms'on: which its property :may' be: used, As;·it can with'
hold;or':reserve;the'la'lld-,- it,,'cand-o' soindefiriitely:, *.:*: *;, :.'Ther:.f1lnsoo1Jeof·· this
pa,ranra.ph '(art," IV;:. par, '3;·cI. 2)" has ',never'. been-·definitely:;8e.tt~eff;" Pl.'imarily,
fit least, it is a grant of power to the 'United cStatescof-contuol'over,itsprorperty,"
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,'i s',:;2i6P;i:·8.~~;;~'o~,~'::~; f~,~;;~~.~~:J)';
A BILL.'J1o. amend .. ~ec,tiok395':6f;;th~".:&'ati6tia{~Ak'~Qnau't~,c~· :Jiifi:;Spa'ce:~ct &t' 1,95'8 'Yith

respect to ftiedlsposltton: of"'propri~'tary'ii:glits:iliiil:ventioiis miLde'thereunder.oand ,for
oniee.numoses..«.'.' "'i' -':,i " :,:-,,:,;,;f,::,,~ ,yi! 'l/h-'<I!)\ "i' >,:,'i,"'c, .. ; r",,:,
~,e it,ina;ct:ed,~y: theJScn:~i~,~:"fi.o¥~,~;V/i ,~-*6r;~~bv/(~ti:'J'~:/,of",t7/;e, V;iip1?-" St~t~:8

ot America in Oonur6SS assemble-a, That section 305 of the National Aer:olla llFc8
.and Space Act. of 1958,(:12 U.~.q., ~;7)js-:fpnellded"to ,re~d,., 3,sfoll~ws: '

"SEC; 305;. (a )" .'Whene~er: ·anYc'iH-'v.~n-Hon·:~s ,.;ma,d~ .. in ''t11e:' 'I1e.rformanc~·. or ,a;ny
scientific or, tecWt0logical,-ref3:earGJ:t" ,ti~Y~lop~en:t",.or ,e~ploratipn •.. ,acti'1ty,under
this .. Act, everyinvelltion 'D1~<t~ .~~;i!1 r~ult:f!f sti~;~ ';l}:c~tV,~tY~4~n,b~.th~,~:x:,cI1lJsiv~
property. of the,: Untted. ~tat~~, ',?:~<l.,-,~f5"Sn~h,in;v:~,Jj~i()l1; i~ patentable ,a, patent
there__~or,_ shall .be fssued. ~to';\,the_.ltI).ited: r,~;t~te~Jp.p()n~'-.tfPpFr~tip¥ ,m~q~,;llY ..th~
1\dlllin,is.~rator,unless,"it~~, ,:{\4Dl,inist;rIl.tqr ,:yv;?-,iy~s ~ ~ ,o,1J;\.~l.llY;,:part"of .the r,ights
of .the: UIl~,ted;.s,ta:t,es·:to sueh ~nv~IlMoP'-lIl '99J,l'torm,~ty",wit~;(tp~;.-prRvLsi()ns.o~
's,uP~Uoll':(.:f) .or,J~is ·s~;tj,l!n ,~:Ilc:l'Jp, <:;wnpJj,ari;c~l~~~ :tJ;l,e r,fXiuj:.;-enie,ll.ts ()~:,tJ,1i~
secho14;:-,;:;:;;'<~ ,··'r,,;--.' ':'+:/';, ,hi;;~ 'c'"!::,,),, ;l:H> ;if";')",": .",_,';;,',,;

!, (b.).(1). ',Each ': contractend. lea8e;e:p.tere.4(Jn~o,-Py,:'pr·~en-Q~~alf pf,lllly;_gffic.er
or .agency or- the: ;Unitec:l:iSt!'\t~S: w~th))'!.Il'Y'pll-;r'ty·" !.@dr,'~~t.ql1.-:,:g.:ra,Ilt"I;tla~e;'py, :aI!-y

-such officer .or. agency, ·to,.anYr,parJ.v,;.;J-lnder l,l..l),~l1qrltY: '~()llferred,; }fy;,tlli~~ AQt. :sp.:lU
be .entered Into-or.onadevunder .coudtttons ',e.ffect)'fe:otQ:yin~)J:r~,;,th~.t rsuch.,party
w ill- furnish -promptly-to. ;tlNr Adminitltra.to,:r;:;, a., wntten ir~no:r;t·,c,onhtinin~.: a ;full
and :complete :description of,',andA'l1ll .and, gQnrP:le:~~.(~te(lp.l1ical dnformati on,,CO!!
cernlng; .eachInventlon: .. 'di~o;Very.~.:impr~:w~m~;nt"anli: irglpV;ttion'iw;bich: ,rna,y,: be
:rn.ad~, 'asa,,result of,·.any, aeUvity unde:rtll,JreIl'io-r, ,per;f0rtlle.dc.Un{ier .,tlll,ltico:ntra<;t.
lease"or grant; }(L!

'('Liglrrt::v:-,iUnited'-'SUtte8;"- 220'" U~S~ :;523,'!:53~53-7-,.i-(;191li):.: .cbtlng. and quoting
Camfield;' Wi UnitedtcStcitf!8Ii 167:f:U.s..518, -;524':'i_~i1897) 'and';Kansas, ;V~' :Colorado,
2(){j;,TJ.'S~;46,: 89- (lOOt)'}; c-Tothe-, sanie~effect,_are'UnUtHrBtate8;v.,Midwest, Oil
00. (236U,&.459.4~4'(1915}Fand SinoUiir,V'."Uniteil State., (2~9 U.S. 263.2W
:(-192~)'.'lEmpha:SJisi'sup{)lfed.T(;,;: ,:·!J,·,~:tn H,': _. __ .rs:

According totne-steteroent .on-Governmenti-patent: policy :o'f.. Octoberdu, '1963:
"~e" inventions' ill, s~enti~c; aml-techiLo16gi~a1'-ifields::: .resultlng;.tn. ~ork ;per

formed -under -Govemrrient ,'. contracts constitute a;'valuable;'national,',resouroe;"
[Erop}iasis ~uppli~d_ _ _, ' "

This' ,declaration' appears: to: ·resH;u:p6i{sound "prtnclples.vofc bothiIaw rand
public policy. , ' ""'_ ',.,.', ,'," , , " " ,','

Accor(iing to settled,lfiw,:a,c0rrtPanY' hireC!:'to'perform identified, research and
development tesubjectto tlll'llii:l;g:' '~ver'the'pa.t€ntproperties arising .outor this
research',to', any 'empl?yer' includillg,.the"Federal 'Goyernment:. (Standard .Parts
Co.v. ,P~(jk, 264U~S.'~?'~"(1923:>: ".U.~. ',V';,"1JUb.-ili~r;'Oondetn:s'or, Oo-rpQration; ,289
U.K ,178. (1933'l1." Sin~ the 'sti~~ance,'of.Goyernmen~:-research.'and, develop
ment wor~'milst'be defin~'-befO~,e';'CQD:traCts:~re,;,'granted,,:·the: '.Federal.Govern
merit anci:thus the 'pe()ple';'of ;the-U:QJt_ed': ~tat~s' are,' under;' extsthigv.judtclal
:i)rec~<1en~s" entitled to-the': ~ntire:'illterest fo.'.-Fheresilltingproperty.1;' The; tax
pa.y~!-"~' in~eres_t e~ten,(i,s')l,o,~ 'oII1y;' to;~;:'1icen~,~.,or. right-of: use.. but .totbe whole

'ownership' of, any' invention/'patent'·or' process 'made- in the 'course- ot aepectflc
research assignment.

The companies:,pei1ot'~iliWthe~~contracts :fUllyi,~e~()gni'ze,this,principle. in
the,',llniversal practice of, :requ~,:ihg-:th~ir.,'em])lo'yees;~o' signoverrig1}ts to any
patent "propertfes. '. ;Th~~"ass:ertiOIl.,'qf' oWIi~S:~~P . a'p:pl~es; to' c'-inventio~s"these
~n(jiv:iduals<lisco:ve~or:nerfest;i-n: tl1~'JcouFse 6f-:· not;,only:'o'f:these' same Govern
ment c:on~rac.:ts,"but.thei~Il:ti:re,{¢bn,.of;,tl1eir,·-,einpl0§ment' and, :with -: at least one
coiri])3:11y',J)eyohd'~heif:.~~ploilne!1~'.'" '" '

i"'•• -, •. Vii-tually ·all· .eoovernmentalresea;~h;'~~ntracts "ma;k:; Qut,cl(>l\rly,.th~ :nature ~f
the project; this is el'll;;entiaI, forother",ise, neitherpart:vwould,k~q"'v;rbatcoRts11l'epPT'h
mmt to' the .eo.rant and hence .t() be reimburRedbv the(J().vernment:'_ Rince the WOT'k i8'tbllS:
wpll· defined and· one· of'the· .eooalH is to'invent;· thf' Gtlvernment'wonIiL' under, exis:tine:.ind1
cialprpceilp.ntlt:normally bp. entitled:twthe'llatf'utSl:ann; other, rl.eohtl't inanyinvp-ntiom:
mnde: dllring tlJenerformn,nceof the: contra!'t' *.* ,*" ("Economic. nndLee:fI.l Prohl~IJlH of
GOVel""nment PabmtPolicil"I'l." reportofthc;! Supcommittpeon, j\{on0tl0lyof the Select Com-
mittee (JnSmall,Busine;Sfl, U.S.SeIJate, JUJ,le15rl,963,-p.1B)~·· . "
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':~r(2) If~any.: fsuch pttrty ifaiIrotfji,tr.an,SI:Qit ;l:Ij.Y; s'q;c~' r~p.Qm\to\th~sAp.np.nist:ratol·

.within· 'thirty';days\,atter t;he!'d~t~<Q;n ,w;b;ic)1-:..a;ny';:'sJIGh,-mv~D,tionjJli~o:v~r.y.", un
-provementaor.Innnvattonds\made.:,s,:u<::1l.iparty;sb,aU:b;e It~Ql.e·.tQ the. lJnit!='(l, Btatea
.ror .the pay;me)lt; of, ,;a:\ciViiI',pe:Qal:ty,in,~)tp,~ ElJJlQ~t.'. pt:$lP9,.f.or__:e~~y ~qC!itiC?;nal

day of delay in the transmission of such repor:t.rto'.L.tfiWj;.A9:mmist.:r;~tor.. - ,,49~~Qn
:for.'the.'1'e.co:V.el1Y; of ,aJ;l-y:su,chrp~~ltY,~$:aUbe i~l;!.ti~llt.e}i.!1;Jy;o,r·;W'-cl~;rJl1_~ ,dire,,~tion

'of.! the..Attorney: iG.eJJ.er:al;.-;anQ.:,'Il:L,ay;",pg.,il;l.stU-qted: W';,tp,e"Q.istr~ct. ,.cop:rt,,(If-, the
United .States ,fQl';,any ,judiciElJ di~tr~c.t\Sp. whi(:h, ;th,e4~t~AdlWt :J;esi4~s, isround,
or transacts business. Process of such court in any such a,~"tt~OI;l;,wayJ~~;.sepved

in:any,,&ther,ju:dicialf~istr~c,t of"th~ "Q1JJ;~~d;,St~t~ bYlth~fpn.i,te,d;;~t;at~, I¥4r~hal

thereof, " ,',-«i,-'; ~':!;"'i
,':.' (C), 'No~pa:te-,Uttma:Y})e;,iS~;Hl~d:tq\ll:AY; ~pp.n~,:;t:llt:otb.-,e.r\ ~an,the, Adwi,~strator

'for unv.mvenucn ;W,hichi;apPlffi,l"i~,Jo,:{!l,e'j9p:n1!W~fil-~9:I;Le:r:of,.PM.en.ts:~o..hlilve,aig
niflcant "lJtility', in.the,!c.o.nQ.J1ct fo::ti:,{tl':}l1pD,~1ftiGfll, !a,ull,' space. :,*-.cVvities;:uIlL~ss . the

'applicant, files With .fne .D,omIlliss.iop-~J!,.with: tJ;1,e: ~J:tPpl,i~ati~1).- pro within thirty
~ days' -aften ;request'_·therefo~'!P.Y'·Itb,~ ~9I11ll1~~~i,9:J;l,~r,,~jw-,ri.,tten ~ta~~~nt .esecnted
,under: oath-settlng Ifo;Qt1l; the;tull JaQt~;~9,Ilcerl1~:qg;.tp€;,~c'~rp»ms,tallces,1.W-<l.er ~htch
such: Invention -was: snade ·,and·'l&t,a.ting.1t4lt ;rel~tioll$h,iV,,(~f anY ).,o:f:S11,$ mven
tion eotne perrocmance ;of"any '. ~'";OrJ+ und~J;J,anYr ,Go:il~9t" tease; of., grant'. ,entered
Into.vor:.made runder this; Act. '".Cqp,~esj9f:;each" ll?u;chL;~tl:t;~emel1t a,nd,~b,e applica
tion-to wbjch.tt.rejates .shall.be tr{tJlswitted::fm~b~~~h:,~y ,the. .Commtestonecto
the Administrator, " - " :iq,>,,:'r:,':-<--;;-i'!"';;:"'"

''<,(.d}Up,ou, ~a:ny,,~"plJ.:lica-ti0:?! 13,1') :t9: •.i~hieh anY:su,~.~ (~t.a,teIllen.t, 11~~" !be~n -trans
mltted to.rnc -~dminjstrator,,:,t:tI,e;Opm~i~~iqn~r:miLy,'~f thejnyent~op is .rmt~~
table, issue ,a Ipatent:,:tO"'the 3;pplic.a:nt,unleea \th,e.,A,~I:9mi~strator", .witJ;lin,ninety
days .after, eecedpt iO:f, ;such,app~i~ti'oJ,l:-,;lJ;ld, i~taJ~m~:q~, :,,r-eguests, tba,t 'such, patent
be issued; .to him. on., b;ep::l)f: "o:f, ,tl,le;; ITD,it~l1;~t~te,s" :,,1,£, ,:wit"ttinsuch tilue",.the
Administrator files' such a r-equest with th,~.,(,1'omi:iJ-As~i9'ri¢:r,i,~tl1ee()mmis~iqn!,!r
shall transmit notice thereof to the applicant, and shall issue such patent to
the Administrator unless the appl~c~:gt~;WitJ;lll1 thirty days after receipt of such
notice requests a hearing bef()re aBoard ofgaten~ Interferences on the question
whether the Administratdrls''ellt1tled'Upder' thhfseclion to re-ceive'such patent.

;7'lle ,!,J,ollrp rp..~:v:}~~~r!.~~4.;9;e;~~r;o,t-W~tl;~ltdhS~qrqftI!,~~\:r,t;p"ry}es ,a,~d. p~cxr~dHr~s
-establdshed if~l)'lnterte-r~p,o!'!l,Cl\~,i tl1~i,q:r.H~st;iP:!1,:'.!:p; ,pr~~~t~d; ,::tn;d)ts,de~mllla
tion shall be subject to appeal by the applicant or by the Admtnietrator- to .the
(Jpurt :of...Custq~s~~(i. :P;;tt~J:;.· ,Appeals ..i11" ~,cGol"dl:tnce,.~i~h, ~roc.e,1u.r~~~overn~

:;i~~~~l:~:':~:~~Pr;,;?e~A~i~~;·~~!#.;:~r,,\~·??~~: '.~!::·0~~~')~t,eff.e-~e~c~ 1, ,i~ "I.;~ther
,;v" ,':' C~) jV\e#~t?f,:j~Hf;~at~n~.\~~'M.cbJ~e~~~~~,V+~'~~~'~:PrY ~.~p'~!:~~nt}~· c',?n,fp-~mi~Y: ~rHh
~llb!'l,ectI()n;Xd) ,a;n,U tlie:A'dnllnwtI-at()r~l1E:~rel1ft~~1:las:reason. ~o 'beh~ve th~t the
.statelllertt. 'fUed: 'b,Y ,: ~h~; apl)l~~r.it'lil;· coiili~ctii>ri'; th:e~ewit4'coritaiIl~d any false
i-~pr~s'e~'ta,tiori pr:~!hissi6i1,()~ ·~tiy rn\1tettaifaet:,~..~t~'e:,!Adrtiini-~trnttlr' ",ithin, five
te,a:ts':after ',the' d~,te. ,Of,lssua~'Ce',?f' s~ch"pa:~~iit 'lll3..v! file' with: the' .'Commi~sioner
a, reque~f ;:for :Pl~' ~traI1sf~r':t~' 'the:' Adini'ni~tr~tor::?~r)tit1"¢'<to 'such 'patent-on" the
recor'd~(.~f.tl1e·.90intiL1ssione!. ''N"dfice -iii'~,il!·. euch''l'equ~st;''shall .be tl'a!1smitted
bJr .the'qoril'~issio,ri~r.>·l? 'tp~"oWiier"Of !eCOrd':df such patent;',iand'title.w' such
patent ~Sh'a:U: "be::'s'o 'traliSferr~d'1 100': :the :Adln:inistrafor «umess within 'thirty
day,s. afterc r~eipt o,~ SUCh, llot!ctf., such (}wner of.reco.rd r~qll.ests a"lhea-r
'in$"'" 'b1f~re ,i'it ,lB'o'ard ,'of'f{paten~l.;,Intetfetelices',; oh'l.th~ f"qu~stion i7wh'~ther any
:su~h'"falst:J':' rep'rii~ebta tiOnll;,v~s'.~6htl:Hhed: !in'i such ;'statement;·:, Such.' 'question
:~all'b¥'lieatd.''a~(f!~·Eter-thihei:1:"raiid. <(}etermiria:tiolr~theteof" Shall', be' subjecit,'to
),eview::.. fir: th'E(ri:larilier: presc.rinetl(by '~subs'ection":(d ) ,forLqlles'tiol1s,'arising __th:re~
U:#der.,':,r'J6 ,'I'OOuest' ?fi3!cl~' ';By','itheC

; j\!d-iriiiiisttatb!,unCler i this, SUbsection, 1'01': :the
tJ,"allsf~r f~o'f ,title ~to" arly''Pa:tertt\:<and' 'tio [pt'bsectltion jfor! the'<',':iolatiOn,', of rany
'crIminal i~tat't1te;'shaJl,: lit'!. ti_:ir~edib:v:r ~n)fjfa;ilure' 'of ,the) Atlm1nistrator '·to;make'a
·request'·undet, 'stibsed:itm';('d~";for-'the;'lssuanceQff1S'U~h~ patent' to;'him,i 'or: 'bY: ·any
notice previously given by the Administrator stating that he had' no" objection
to the issuance of such patent to the applicant therefor.
" ..,"."('f}:(1):''\Vh~¢ver' aJl'~ ,p~rson"ha-s'lIia-de:·any 'ip'ven,ti0ll'::W-h~chl runde:r su:bsecti°n
(a), 'is Jl1~,.¢*c~u,s~~fpr·RPito/·,Q~;tl}.~Jj'M~~~q<~ti;fteJl; ',1'iP:~¥' :l?,ers9~':m~y :P;Ui~{~,' 'vvritteil
application, for the,-transfer,to·-such perE!t;>;n,of,all or J'P;l.y, Pl;trt-:Qf.the lIl,t·erest.of the
.p~lte9-'.·~~~~e.siiJ t~a{inY,enttj}lvu:nd~rs~ch'-regulati,?ns a~ t~e~dministl'ator·shall
presbr~pe~~II;,'C:ohfophiit;(1YitlJ,- t4~: p'bj;V:J,'?i.9:P'~> ,qJ; t~i~ :fl,~~t1Ol:l:; :'..)3J.ac~ ;.su,c,h 'applicl:tti on
shall contain a full· and coinplete,:(.it)~.d~s~r;iption,00f,the.i:p.veri~io~i:asJ();,:W:hicht~ie
application is made, (B) statement of the circumstances under which that inven-



GOVERNME'NT" PATENT' POLICY' 577,

tion was 'rhade,'{ C):'smtetnentof.: the! relatiorishlp, ,if'any, .of-suchrdnvention.to any
eontraot, 'lease,', grant,' 1oi-oprogranr Of.. ,the,,·United·... States ',OD: 'an~ »departrnent :or
agency thereof;and:,'(p}'stritement of suchotherdnformationraa the ,Administra~
tor shall,' determine', to "be" necessary, .ror a determination .or..actlon-.to rbe .,taken
upon such applfcatdon," " Eacl1:~lipPlfc~tion-::~()r:.-theotransfer mf: ~ny,pr?Ii<:rtY.fn-:
terest-of the, United .States' 'shall' be-uceompaniedtby ai.sealedrbid' specifylng.fhe
sum -whtbh' the: appllcantoffera-to 'pay-to-theUritted. stateS::ill:cornPellsation-for,
such interest if-transfer thereof ie-granted.o.rt': . .";::.::,';.;;': .

"(2)' -Each application; made .underiparagrapht Cl):':of,:this>subsection :shalf be
transmitted to an' InventlonsrandDontrfbutdons. Boardo. (rererred-to beretnatter
in thls-section aa 'theBoards): which .slrall'rbe establishadtbvrthe .admlnisteator
within the, Administration;-,<Upon;recei-pt thereof; -the Board: shall) accord, to- the"
applicant. opportunity' 'for,;hearing thereon, 'iNctdcetof.rhearlngcupon, eaeh.: such,
application' shall be',publishedt-by the- Admiri:'istratoi'oin-a; publdcattont of-general'
nationalcirculation. 'at least' oncenot.Iessthan.ntnetrdavs before: the.date of such
hearing" 'and: a second time' at' leastsixty -days.afterthe-flrat.such-publlcation- but»
not less :than thirty .days' before -thei dater of euch: heartng.c-Under such .regula
tiona"asrthe. Administrator: 'shall 'prescr-ibe,··,any: rpecson: shall .becentitled. to, Inter
vene asia party, to such'~proceedingsj1n!:opposi:tioll; to, -such -applfcation-vupon.ca.,
showing of probable: public 'orvpecunlaby Hntereat- In the determination. to-be made»
upon, such application; .'::Each such heartngrshalltbe.subjeet-totthe. urcvtsronsor me (
Administrative:Procedure:Act,

,'! (3)' Upon-ttheibaaia rorevtdence .recetved.In.such .proeeedinga .the Board, shall"
transmit to the Administrator its written report thereon. If the Administrator;
determines, "upon the basis- of, the .eeporte.madeibyoehe: Boardcupon any, such
application; ,that .constaeranone or. ·,equity-'.clearly'::favor', -ther.gnantingv of ;such
application .and.that the-public 'Interest'would. be: served.thereby; he;ma,y .transfer
to the.applicant- .thewhole-er any.paru oft.the-mteresta Of; the.Hnited.Btateavtn:
the-Invention as: to .whloh auehuppltcattontwaamade. "Any 'such .transfer; shall"
be made upon the paymeJitiofl'an.:lii:tiiOlinb.equahtol:,the'fair .market-vatue op.uie
interest-transferred- as ;of Ithe- time or the .tnansre»;. and; .upon.such. other terms
and under suchother,:conditi6n:sfas;th~'!Admiiiistl'atot:shalf determine. to: be ,re~'

qutred forthe,protectibn6fthe,interests of .the Uilited'-:Stat~s: Inrro.caseshalj
such: :fair, market.rvalue be Ieas-thanothe: amount- ;of;,,th'e-applicant's sealed; bid: '
Each such transfer made with respect to any .inaentlon-shall .be.eubject .to. .thet
reservation', by:'the 'Administrator or.enctrcevocable, r.nonexclusive, cnontnansrer
rablecroyalty-free: license for;the:. practdce-of suchdnvention throughout-the 'wor~d','

by oronfbehalf'of .the United States, or:'anx.roretgn. governmenbpursuant- to, any:~
treaty, or'agreenient;"with,thejUnit~d>States.;:' ,,,,., .' ",

~'(4 ) 'Under, suchregulations. as; the ,:&dn;linist~ator;;s'haHrpresc:cib.e; any-person,
who -dntervenes, .irrcany .proceedlngcundencthls: subsectloniwithr-rrespect-, to:; any·.
patented or-patentable :in:veli,tion)cili: opposdulon.rtct the. transfer for.whtch appll-a
cation 'was .maderunder-paragraph' ;(l}'may,l:tli)such-,prdce'eding,of'fer .evldence..to
theneffect- .that-ithe A:dminist-~atoJ!i'in:.the':publlcrdnterestashould-rgrant .to. him "
authordzatdon .ror -nie.ueeros- s'uchLinvention;,andjmu,yt file iwithlthe ·Administrator',
at, the-tjme of.bfa untervenrton.an .applicatdon -for the purchase..,ofi oneror-rmcre
specified' Interests. In-that-Inventtcn -subfectrto the': condltdonscprescrfbed by .this
paragraph. Each such .applleation:madeunder, .thls- paragraph shaR be' accom
panled.by aseated-bid coutetntng-en-orrer t6:pur:chase:,sucl;L:-interest:"or'interests -In
theInvenblcn.for-a sum :011 'auma.specffled-thenelnv.r If the.appllcattonmade. under
paragraph,' (1,), with 'respect! tixlthatl cnventton.rs -denledojthet-e.dmlntstnator .shall ,
determinewhether itis:IDithe public: interest. to;!p:'ulibone:.or more.of-theappltca
tiona. made .. by, intervenors, .underc this 'paragnaphr'dlore.the purchase: of) interests
in .the. Invention. Ii .rrne.cetcenunes thab dt-dsslnotheopnbllc interest -to;grant ,any,
such. Interest.ohe:shaI;lJconstdex.the-btdsrmade,therefor; :bYTIntervenors, and' shatl
grant- such interest- to; the, mtec'venon -whocia, the',:highest:r.esponsible~bidder- for,
such ,interest:: ,Any such grant(,:shall:beco-nditJioned upc)ll:-the:,'rese.r:v:ation; by" the'
Administrator .'of'; an:jrrevb:cabH~;nnonexclu~ive,.nontransfe~·l'able~',.,'royalty~fr:ee:,'
license' for'the ;practice ..of·, t4e,j:rivention; througholit ithe" 'world'bY".or .oil behalf"
of ',the•.United·Statesor-:·anY' foreign ',·go-:vel'linient', pursuant ,tchany',treaty, ,or;
agreewent of the· Dnited,States. ,.iilf,':a-fter.-the~deni3!l:ofan!application. made ,with ;
respect, to· any"invention·und'er_paragraph. '.(:t )';:,lhe:Administrator determines' that.
it~is,not·intl).e,public.interestto.>grant.-',any ,fntel'estiund'ei' thts,paragl'ah,-"he shall.
return unop'ened:aU sealed;bids,madehydntervenors;

"'( 5);. Each.- determinatiOn! made,: by, the:rAdministi'atOl': j in' ',01" with respect ,to. :
any proceeding under this subsection shall be made in writing, a:p.d shall be
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accompanied' by -a: report in -which-Ithe. Administrator _shall set forth -fully, the
facts. and circumstances .upon.whlch .relfance was .plaeed .In the making of that
deterrhiilation~-Within .elxtv..days::after:the.iinal determination of any _such
proceeding by the .Admtntstratcrc anv -party: to' such-proceeding who is, aggrieved
by- 'any. determtnatton-made-rtherefn by:the-::A.dlllinistratol', .may. institute, action
in' the District Court-of-the United: States-for-the :District of, Columbia for -the
revtew ofsuch determlnation..« 'upon.servtce.or the, complaint in, any such.action
upon the Administrator, he shall certify toA;he.:court, a: true .and correet copy
of, the transcript. of all .evidence taken -In such.rproceedlng and a true and correct
copy of each determlnation-and. report-made 'therein·:by" the' Administrator or by
the Board. Such-court-shalf.have jttrtsdtctdon.to hear-and determine any such
action, and to enter therein such: orders as.dt may deem-proper to affirm, modify,
set aside, or enforce' as.rafflrmed-nr modified any, determination made, by the
Administrator in such proceeding. LIn any such -actdonc.flndtngs of fact. made by
the Admtniatrator-shall. be concluslve-lttsupported- by substantial evidence. Upon
application made by any party to 'any 'Such action, the-court in-Its discretion.may
order additional evidence to 'be taken before the: court-or before the Administrator
upon such terms and conditions .as.fhecourf may deem-proper. Process of the
district court iii anY'actioninstituted,under:this paragraph maybe served in
any other judicial :district of thesUnitedBtatea by .the -UnitedBtates marshal
there'Df., Whenever -it .appears -to tthe: court in which .any: such' action is pending
that other parties should be brought before the court in; such action, the court
may cause such :otherparties .to.besummoned .rrom -any judicial district of, the
United States.

I< (g)To she extentoto wbkn -ddsposftton-of. rights .to any invention has not
been made under sUbsec1Jiorr~'{1fhtheAdIhinistratorshaUdetermine;and promul
gate regulations: specifylngv-the-terms .andconditfona 'upon "which, nonexclusive
licenses rwtll be 'granted by .the' Administratilon,_fo'l'_' the .praetdce by any person
(other -tnan-anaeenev.or .the ,United"ISitJat-es};~of,'any dnventdon for-which-the
Administrator holds.a patent 'ou''behalforf,the:United:'States; --'

i.' (:h),'Ifue Adrrnin'istrator';i;sl'l3.ultJhorized toitake'-'all' suitable and necessary
steps to.protect 'any 1nve-ntion;-:or"discrOvery,lo-;,whiehhe b:as;lfit'le,and to require
that: contractors or-persons-who retain ,titletorinv'entio'lls''br'disC'overies under'
this: section protect the. invention's 'or' ciecoverreseo which .'the Admtnlstrution
has or mayacqutre a Itcensa of-use.

I< (i) Whenever any.personhas approprlated to hdsown use or uenent.enr 'in
ventionrwh'i!chunder s'uJ'bsecti-on"-(-a)ds"the.c:ex'Clusive property ·of the-United
States, without authority, therefor'conferred- upon hlm -pureuant vtoisubsection
(if) or subsection (g), the Attorney General,mpon;hi-sorwnIll'otionor-'Utpon.r-€~

quest made 'by the Administrator,)rnay,.in,suitute: action agatnat such person in
the .district .cour-ttofvthe.Tlntted ~S!tates-rfor:ftny;:judicialdistrict in which: .auch
person resldes or istf'ound.';Such,CQurtshaUh'a've .jurisdlctdon-to bear- and de~

terminesuch actlon.: If -tne.couet-determdnes ':th'at;any;' such- unluwful.aoproprfa,
'tion 'has occurred,' it saau.enter stfeh judgmentctorders.vand decrees as it-shall
determine to 100 required-to' provide' ~or thee,sltitbIishment·'of' title to such tnven
tion in ehe Unlted.Bta'tea 'arid if6rthe,re'COVery"iby-the"United States 0::1: 'a' sum
equal to the aggrega'te nmourrt -'df e.ll.dncome :deriv'edbythedefendan't through
the exploltatdon 01:· such invention>i:Any:priva,te-:citizen of the United States
having knowledgeof a:nysu~hU'iilawfulillJPlPropr'iationofany such invention by
any person may "On ·lb.eha-lif ,Of the -Dnited .States.dnatdtute 'action agadnst such
person in any such district 'court for·.any .relief wlrlch would be evattaoieeo -the
United 'States under th1issulJJsectionin-an;-actioninsti'tuted ;hereunder-Ib-ythe
Attorney General. 'A' successful plain'tifE fn'any:sll'chactioninstitutedlby a
private citizen shaH he-entitled to',iecover,f'r'om'tlhe defend-ant, .tnaddttionto any
relief granted to 01'·611' Ibehallf- ,of -the-United' lSit;ates;:, aaum 'equal-to the aggregate
amount orf the expenses aebualfyand necessazllydncui-red-by the plaintiff in the
preparation' and jproseeutdon of"silch_' a'ctioh,'including a 'reasonable attorney's
fee as determined Iby the 'court. If, dn-any.suchcactionInstttuted ·by· a .private
citi~en; the court orenders-judgment r'equiring,the,paymentof 'any sum- to the
United- 'States, .. the. plaintiff· 'sh'an' :,[be,rpaid, Efr,om· the -sum 'so recovered by the
Unlted 'States, anemotmt equat-to 10 'per :l:!entwu of that 'sum, or the 'amount of
$50000, whdch evm--mllountis!S'm:aHer.:Proces'S rof:1:he diatrict.courtfn any
aCtioniIistituted under thi's suosectton mav be -'served in any ocher 'judicial dis
trict of the United States 'by the .Unlted 'States marahalithereof. Whenever i't
appears-to the court In. -which, anveuctr action :is periding. that other 'parties
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sholll;d ..be brought" i/JefQ,re" the, c(j'llrt,in _suc~ '3:Gthm,,: the,' "(:0:lJl't may: cause such
other, J}aTties N',~e ,SU'pi'illo}led:,froPt 'a,¥Y)lldiC'~;al:d:istrf'(Jt;o(Fh€l: PI;lit.~d".-'S'tatel'1.;, ,-

'l.(j)" 'whoever,' 'with'1;:'no,vlooge' tll'a't'ail-invention' is ",'th'e'exp~u~i,Y~,; iP:r9:pe1;,fy:
of the United Btates, (1) 'u,ppropriate?Ql",I3,tt:eP:lpts .to 'appropriate such inventton
to, his 'own use or benefit wluhout 'authority for such approprratron conferred
upon him '::liIlder: ':SThbsectioI1. .(tf): (jf,sulbsection.(g).-, -or(e} ]rn();~vingly;conspires
with any obHe'i' person toupprcprdate any such invention to the use or benefit
of, any -perscn.Dot"'la'WifuHy.entitled to, the-use.orvbeneflf of such' invention;'shall
be. 'fined .not, more than"$'10;000; 'or impl"isoned,:nd6more:, than. five' years.cor: both.
Any: person .who corruntts ;any; offense .underr this::s-u'bseetionrWith; -wtllful,' Intent
to defraud the,·United',IS:tates-iolf dts tright to 'such invention '0-'1" to the; ex;ploitati'ol1,
thereof shall be fined not more than $50,000, or imprisoned not more than ten
yearsr-or. boelu.,

"( k) As used inthi'S sectaon-:-«
".(1). .-the term 'person' means .anr individual, partnership, 'Public :01'

pr-ivate 'Covporati,on, assoiC~atiQ.-n;jnsti'tU'ti'on, or other entity;
"(2) -the .term 'contract' .n:leall.s any actllul,'or,propo,sed 'Contruct,agree

ment, understanding~, or" other llr:r-angement'"ap.d -dncludea-any ussignment,
~nbs:tJituti:OI!-of parties, ()l'~ulbc()~:tractexecute,dor entered Into.thereunder ;
and "",,' " " " '"" ' '

"(3) the term 'made', ,When used tn relatton tuany Invention, ll1ealls the
'conception Or'first actual-reduction -topraetdce of such 'inVention.",,:";.,:.':'

SEC. 2. The amendment made ..by this, Act 'shall have l1!oElV'plication,to',any
invention made in the performance oifany work under anycontract entered-into
by:the·1\Tational ,Aero~autks.'Ein.dIS:pa'ce 4dministrati'on before the date of .enact
ment of -this Act.

APPENDIX VII

DETAiLJJJ1?, ,9D,~,~: .q()M:r4R.I~9~s, ·:()ir:'g~q.: ,~Sr?'lJ1>T'~#: gl:t~IJ9.;:'.,(:N:p:PRIV'ATI:,::RA~iP#~'
. OWNERSHIP

It has: 'beenbrou:ght i to: Iiiy-attentio-n'tbat 00 A~gust'12i'Seilato~.,,{ Proutyand
Edward: .Kennedy introduced. S.:2402"a bilf. to.promcte the detection, of phenyl-.
lretonurts ,(b~tter:kn6wn:as.gK-lJ) ,an:do~he':r ,in~o.rll erro~s:?:f:rpetab9-lism~e,adi~1g
to mental 'retardation:. ' " . ':'; . "">:-.'".,,, r','" " ",.,:., ,\,i,:,;'

SuchJeglslation would allow the. Surgeon-Genemt'to nulke,g;rants'~f'.·l~uch-'

sums-as' are. necessary" .to the' States'· to Jpay the; cost of,"bI6od~testing;prograins
and other screening examination expenses.: ':!I1h€rsimple blood -teetmsed-toidetecn
PKU .tn Infants which was ,d~Y'tlpped,i%i·th public funds by Dr..:fWller.tplJ,thrie
at the University of Buifal,o, .has beel1 ,the,sll:bj~ (1f. ml.;Wh'd~SCllSsiOA,·mnce,it
was. brought to the at~entioo·of th~ .;'Senate and the,pubUc. by tl:/.~' ;Senator .frqm
Loutelana (Mr;,Long},,':' , . : ' . ' . " .', '

Senator Long podntedouf bhatMtles.Laboratorles, 'having securedan exctustve,
license rrom Dr. Gut'hrie for ,the life of the patent, reportedly wanted to' charge.
$;26~,Jo,produce a test .k,it for .500 ~'bies... nr.Gutllde'scost to, P.lCod:ucetlle,kit·
wa~' $6. .Jr<?rtunately;..·dedicated public' servants' in the-Department :o~ .Health,
Educatlon.iand Wel~are ·became aware of,thissitmition and d'etermi-necl $:at:
ownership of, ,the .tnventton. belonged' tottieUurted. States and the/proper" action
wa's taken to-annul the license to~iles..'. ' . : ..' .r

If each newborn child .ts tote tes~ed' for PRU,. and tne Government is, to
subsidize this effort, the market for' the, test kits is virtlJ,aHy lhnttless; the
normal risks of production' are ellminated.'. T:g.erefOTe, the 'CUstomary jUstifiea
tron ror-tne granting or.eserussve rights to produce the'kits.would -have.noment.
Theprp-jez.1ed figure for the average annual numner.or births.in the United
S:tates over the next5 years is, 4,960,QOO annually..;'If, Mtles.fiad 'been' allowed
to sell the-kit for,52 cents per ,chHd"Rosit had. plalln~O: to do; the annual Cost to
the Government for the kits,alona under, the prograll~proposeq.bYS.2402:yv0:uld
have been.$2,'579,200peryear; ',;Withtitle:tothe"invention vested in ,the Govern
ment, however,itis possible for ',Ihospitals" t-opureh:'ase the kits commercially
for less than 2 cents perin:fant"and;~:or'1Jhose1iQ'spitaJs,with adequate facilities,
to producethe k~t th~.se-Iv~,to~o '80,,£0:1' ,1.2.centperkit p~rchild': ... ,)

This is' a dlfference ~y.f -ov'~r 50 cents' -per kit :per child' based upon the' diff~rence
between-a "title'~,anda "license?policy;::," . ': : ,.::

The, ,C'ost~,of' prpduc.inglrits{foi:; 3:11~, pe:w:born, illfant~ju a yearund¢r' the two
policies would be $59,520 versus $2;519,600.
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,-:A'lice~:sep:91iC;r',':wo:ula::thus,' hav~';~?st"lni ,~gddit~~n~i,:,'$,2',_-k~,iLi,~n'ahririailFto ,
purehase sotnethlng that had originally beeIipaid tor 'byari~'es,timated$lmillion
ni :;1ppr~ril;1ti~ns~ . . .

TH'E".:UTffuzATION, 'OF ·GbVERN:M:ENT10 WNED,.-'pAT~T'J~VEN~i:()lfs

Inventors,', indicated', that~;the, .amount: .or ,necessary: .developmentv.for -com
merctalization .of .most: Government-owned.. patents '.is; alightton-moderate- (see
table. ,10:); Approximately'35-percent.or. all Government-owned -patenta r-equire
slignt-developmen'tr en pereent. moderate, .and :.18 'percent'extensive:': .

'l'ABLE lO.-Inventors' eeumatee ot the amount of further development,required
t01" GommereiaUzation of sarnpled patented i11JVentioiMs

B1,ank

~·q~'~:'_1 Per- I'-Num~c I: Per
ber cent ber ',' cent

','.
NUln~'1 ' Pcr-,

ber cent

jJ:xfun's'iv~' .'

ij'um-,I Per
ber cent

TotM
num
b"

:Agencyor department.:

~------,~,I, ----------------
DeiJartlrie~tof Agricuihrr~'~~ 10 1 10.0 {50. O. 4 40: O· 0
AtomicEner~Comiriission·_ 22 5 22:7 7, 31.,9 , 9 40.9 ,4.5
Departm{mt'of;Delen:.'le~~__ 46 8~ 17.4 19' 41.3 :14 30.4 10.9
Other agenci.e_<l""'_~;._"_'c:'_,__c 2 ~ 1 '50.0' 1 50.0

'1\ot[l;L'_~_~~'~~_'_~~~m_ 80 14 fi.'s "3:,t 40.0' 2-8' 35.9 '7.5

Senator- MORSE., .Then, ,sir, in f:virness"toyou, andthe-committee as
well asother','\Vitnesses",I,wi~h you ;would.instructyour ',~ssistitnts'to
ke~ptimeonmeitndstopmeat; Tthirrk:the end of IpmiIl,llt~~,$o t!~itt

I ;~yiJl not,ex~~ed a,'llitsonabletim~.",." "." .'.;': ;'Ce,: ' ,
,., S~nittor;MdCI.ELLAN. ,We,willif\ot, stop, you; "We, willitlert you as

to thatdengthoftime;'FifteerrIhinutes I; '" '
',' SeIi,ato~'MoRs~l ,I thii)'ky"u' \Vrtiitm~'to testif,y,fqt'!'5'oi20iilii1l,'tes,

and I\ya:nttoJ?eslir~tb,#Istay,"';lth$t)l"t~itrle:,,',. ,,',' " '.."
, Senator MCCLllLLAN~ No, Senator, We were ]list,trying toexpedite
theheitring'fqrtheb~Il,efitofpeoplefi'qin,outofit~wn;but.,welmv~
n,oD ..c,ihllredto that rnlll: ',Ypumay.h"ye ..llthe time you']'isli. .•...••

,~eIl,i1tcir:M'0RsE,,No,.I do'not .wantto.do·that; ]jec~use it is ,inlp6ritant
thi1f yQ).l,hear the other people, I have. P).ltllliY..whole statement in"
and-Lknowyou wellenough.rand the committee'w~n enough, to' know
thitt. my statement will be ,['ar~fullyanitlyiedliyyoll'~lidthestMt
T)lat i§t!leimpQ!'tant thing,togeti~iilthe rllcord:,,, ". . ...

. Sen";.toI',JIoIOCLELLAN., YeI'Y,Well,
'Senato~ ,MOI<SE" I ,.w0uld,1iketo· SitYitt,.the· outset,Mr:'(Jh~irmitl:,

that!, hMB'b,eentlie:b~p'efiqi~ry fO~flW;\i~t'4yea:tsiIipw: of lill it~s"cia.,
tip:g.' W:itli"a f?rima*3]oi)l1gl~'1'Yer,'Y!l<:>sit(a~ my,'right, M1Y Herbe~t
Spira, wh01SOll the, legal ,stitlI ,of·therSmall-Business .Committee. .He
itnd,Iha"eworked,on-this 'patent isslle' for that period of.time.

r.Iliever'b~li<i'1e'Ii]' crjbRirrg,·Mri0!litiTIna:n;"'itlibu~.admowledgil"g
the'cribbingjn'a~YitiI9'{T'waIittp.~~yt.ltat'tJ;iisjsa mutual'eJJ;ortof
M:!,.Spim,andyoUI',witIlessthism9xpillg"l 'want -the recordto show
that I itm,very proud to, present Mr;Sr>irmf01'thls'recotd;sotJ:tat
future reference to it will showthatr)ie;~1i§Tha:.ve:'Yprlj;ed:~9getheron
this matter. ".',",,' ,r" . "", ,f, ,',,,.
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Since 1947,}he'Ameri~ntaxp",yerhas.spent$8?billion, on •Gov
erlJ.rneIMinancedre~earc!).and'dev~lopment. '.' .:I:"t!).~pext 6,91',7 years
$85 billionmore willb" contrlbutedby the taxpayer and.appropriated
by the Congress' for these purposes. The commitment of publicfunds
on this scale to scientific research and the development of-advanced sys
tems is surely one of the' most significant.economic'events. of modern
history;'.',,· • ."

This subcommittee has the.task.of.fomiulating national policies for
dispositionof theright~t9the'commercialexploitation of-patent .prop-
ertycreated as a result of these public expenditures. ' , .... '

The chairman's letter of invitationto Members ofthe .Senate.isone
more indication of thorough and conscientious approach. which the
subeommittee.hastaken tothis extraordinaryandcomplex.task. Heel
that the Nation is fortunate in having such c~nsideration by the chair
man, and the diligent participation by the members.ofthesubcommit-
tee, whichisbeing-brought to bear 0" these problems, "

My formal statement isratherl~ngthYjsince'thereislJ; good-deal
of statistical and historical material, which I would like to have avail.
able to the subcommittee.. TwmIltlliketoproceedwith thesnmmary.
If there is timeremaining, I would be .glad to go into a 'particular
area whichthe subcommittee believes it would' like to ask me about.

I am aware that the subcommittee is very 'muchconcernedwith the
commercial utilization and exploitation phase.and.Jwillplaoeniy
emphasis there. ,

In accordance with the chairman's wishes, Thave included in my
statement an outline-of my activities in .the patent and publicproperty
areas, including the history of the Morse formula, my participation
in the Atomic Energy legislation, and the legislation which I have in
troduced on NASA patent policy dnringthe.88th and 8l!th Congresses.
My position, as embodied in S. 2160 on NASA patent policy, is that
taking of title by the Government in behalf of all of the people should
be coupled with a flexible system of -licensingv'such as was discussed
with Dr; Shannon on Tuesday morning, Augnst'17;Underproce
dures which I envision, this system'will provide equal protection, and
even greater incentives than ",aiver of patent rights; for contractors
developing and marketing inventions: '., • '

A precondition for such a flexible policy is, of course, the 'assertion
of title .bythe Government ",gency concerned in. the first instance.
Once patent rights are. waived to an. individual contractor for 17
years, flexibility .islost.forever. . .

.At the opening session of the. hearings, tJ;t~ President's Sci<lllce.Adc
viser gave great emphasis to this Issue of utilization, My experience
makes me sensitive to additional considerations ofgt~tim);lOrtance.
AIJ. excellent summary of thesefactors is, found in the findings and
conclusions of the Attorney General's report of 1947;'which I 'would
like totakea moment to read: ' . . . .

iT'

1_;'(:, _:~~~" J!W:~~:TIONS:l\flA.Pl~];~~·}q(WImt~:¥~'l'.,Q~~T~CT~:R~;:-:

:'.k:l)·w·4ete· \patentfable: "invenUi:n:ls··':are-\::rha:d~ f :in.' the'lco:urse'of!;perlormillg; :·a
G(),ve::rnm;ent~fillaneed~icontract ~for irese;arch aug.:, -development; the: public interest
requires that all rights' to such inventions De assigned to the Governm~pt:and
'not left to the private ownership" of the contractor. Public control will assure
free and equal availability of the inventions to American industry and science-j

54-400--65--pt.2----I3
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..wUl \el.i:IUin[J._t~i rap.y i",com:p~t~,tJ,y~, ~qva~ ~a,g~~",~i tAl(. ,q0ll;~ra_~_tQ:r:: [c,h9~ell:to :perform
. res_l:l:arcn,~ork,;. ~ill_ ,avoid 'uh~1,1e .c()p.c_entra.tioll·pf:~:qll(hnic:·power; I.I;i. the '~and8at a -few large ~lA'pbraticins ; wiU- tend-t(jJiH'crefi'se m~d<-di~e~:sify_-avail,able_)'e~
:"'sear<;h: ;f,~cilities 'within the'- United _etateszotne:advantage of, the -Govemmeut
.andofrtlie nattonal-economg; and: will thus-strengthen :o1;l,r'1Arnertcansystem·-o'f
_free!enterpris~.,,' .: ... _, ',,',. - .

;-'"Dhis work,entitled,the-','Investigationof Government Patent Prac
tices and Policies," was begun at the request of President Franklin

,D. Roosevelt in 1943"andduring .its course, 14 Federal agenciesand
,10 nationalgovernments were.consulted. 'Itwas,ultimatelyqJublished
in 1947, and has .formedthe.foundationfor.a position in .favor-of-the

'public interest; rwhieh the Justice .Department has" adhered 'to from
-that.dny.to this.. .,1 invite. the ,stlbeommittee'sattentiQntothis doou
'ment, because Ldonotbelieve itwas mentioned eithen.in. the Presiden
-tial patent statement of 1963 or before thissuboommittee..as it is the
-most comprehensive and persuasive study .Lhave-beenable to find.

I believe that these; considerations, together. with. the. '¢vidence
'gathered by Secretary.ofAgriculture Bensori-i-cited.at page 'I of my
.statemont-s-that.: Government ,titl¢ 'does not impede .the commercial
.development: o£in'l'entions;, are eOIivinciIigof the value .of. a basic
·title.policy for.Government-finaneed R&D. ,',r.:

o However.fhe subcommittee.is quite correct in coup~ing.itsconsidera
.tionofownership prOTISIOnS with the system of utilization. The two
should go hand inhand.c.:.. ':' ,',,' ",

It is my feeling that contractors should feel that; they are receiving
completely-fair treatmentfromthe Government in this .area, just as
small businessmen, taxpayers, and individual inventors should feel
.that,their interests are getting an even break.

In contrast 'to .the bright,successes of .title policy, in the areas of
agriculture,TVA, and.atomic energy, let l1S examine the consequences
of the license policy, as exemplified by the Department of Defense,
and niore.recentlyofNkSA. "Iha vespent a considerable time analyz
.ing the effects of .our-Govemment contract 'and patent policies on in
creasing ,concentl'l}.tion-'pf wealth.and 'a;;~£_samong theNation '8 largest
companies.". .A;tthis .time, I am' pleased to 'make these findings avail,
i3Jble,tothesl1bcOlnlllitte.e,."·,'",,',, "T,"; '"i, ,',

As the subcommittee is aware,the.,Couucilof,Economic,Advisers
toldthe.President in .Ianuary.that« '

.>!ii$,·,,,,;:Withiri thei' inibotttlrit ;'maniIfactlirihgsect'or," certa~:h 'structural' trends
have-emergeu stnce-wortdwai' II: (1) ,Through -Irrternal .expanalon.nnd-merger:
large firms, have grown more rapidly thanthe;,:m:;n:Lllf,:lct:UJti~ng s,ec.tion,·as,a
wh~le,_:* >It.*',;' .' _ " ," ,co'::.'.:' , _, ,': " .... v.. .

, lam sorry,'Senator. I have jumped over to page 1'0 in the interests
of time. ,I Should have told you that. ,', ','
,I am informedthat mergers-hit-an alltirne high of 991 in the first

6monthsof19,66,,,';,,,,, ,',,,;;,", ,,',
Of course, the agency which has the greatesteffect.upon theSefiguI'es

and trends is the Department of Defense. which spent more than 70
percent of allFederal R& Dimoneyin 1961 and stillspends more than
bal£;It is also pertinent,to,nGte,thtJ,t,;NASA,whiCh,nowspends'.c!ose
toBO' percent(ihas,increasingly, adopted the .Departmentrof Defense
po~~H~n, .. ." ,. ,... ... ,.,
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· ''.1:0 illtist.cllte,the'serioushessmm.theconceritratioh,.issue..partictlbr1y
in t.he..D.~par.t!Ue.ut,?f:D.ef.ense;.maY.Tqu()t~thetestimonYOf'Dr:}Ro.Jyert
F.Lanzlllottl, chairman of, the.•Economws;Departmentwf:Mwlilgan

·State University, before the Senate iSmallBusmess .Commi ttee.in. 19611,
· as follows: . . . . 'f':

The Goyernmellt R. &D~. contracts appe~r to be hi~hl:r cOJi~eii{rated.aIIitirigthe
'verY:-large'fir~~/"While:,'sIl1alF;b'usiness:__averages around> 16-to}7 -percent of
Department ,.:,of .Defense ,:pJ,'QcJl:reIll~nt",iWheu;i:t .comes-to-reseerchnnd .develop

"ment-small business ,acc0'lllltS: _fo,~ some ,~, 'to '?!5: percept.'"IIl .flscal. Year 1961, ,20
corpo'ration;s :ac~()\llltedf()r--Il~~,r11:'75,p'erC,ent j of _tQttllm~lita:r:y',R; & DJ. ".:.

*.* "'is it notfnconetetent-c-nof to ,say (i/;lng'erQus~f0l'tl1~"_FederalG~:rv;erh

ment to nurture each concentration' in .the. technologically most, ':jdva:nced' 'fields
Which. can' be, .preempted by::th,expartlcular: firms ,selected:;,bymilitary: officials?
('~Econ0I:P-ic:.A,sp~~s: bf;Pllt,~Ilt!,P()licie,s;",- hl;mr~iq;s. :Milr,'- 8. 1~13?; .. p;,-1~l-);

'I'heseriousness ofthis~atterofse'lMtioriis:iitdicated by the; f.aCt
that'infise;,Jii<rar 1962, 97;p~rceht ofDepartmeht ofDefense. research
awards. were' made on;.aJnonprice,rionco)I1petiti"ei basis. .:(Hearings,
testimony ofDr.-R, J:,Barber,' Southern Methodist University Law
School;.p,52')· •.,,'.;·· •.. ,. ( .'i··)·) . . . ' ii.

It should .befurther noted that for thesame year; Hi firms received
56 percept of Department of Defense's totalresearch-money; and for
NASA,fortDp 10 companies.received. 54 percent. Furthermore; five
of these contractors are on both lists." (Hearings, 1M;cit., Mar: 1,.1963,
p.56-7.) .' );. . .' .. . •.... <·i.·.

Now, inth"Hace of these tendencies, which as L'document-in-an
appendix-to my statement, and' which-the Justice' Department has
viewed with alarm under both Democratic andRepublican adminis
trations since 1947, the following questionarises: What has been the
impact of Federal resear~lIanddevelopment poliyy?.

In brief, Mr. Chairman, the charts which appear at pages 20 and 21
of my statement show thatthe. Federal Government is concentrating a
greater proportion of itsR:&, Do'. funds. in the top. eight firms in each
industry .than privata.business "is" itself spending. ;Thecharts' also
demonstrate that this. rela,tiveFederal.concenkationwas\vorse in 1962
thanit wasin 1958".' . ' '''''''''''' .

I jump now, in the interests of time, to the toporpage, 14, Mr.
Chairman. . .f:: .. . L:I' ;, •.,

A most trenchant analysis of the dangers in.these trends was made
by a Republican Attorney General, HerbertBrownell, InW56, he
declared in thefollowinglanguage his.concern-c- ,
with,thefu£ure'·&f~ompetiti{re'enterp~ise., and, it is Important .thaf its: share of
this.treseardiJ ,activity .tie.adnnmsterert to promote competltlon.«. ,**. -:[W-Jh,at
Indications that .areavailable,wamtbat 'the Governmentexpenditures __ may.not
run counter to, the ,industrial trend t;p~Y~l'd,~oucetttrati~(m.,PlJtjn. some degree IIlllY
actually enforce it,"'* * * .. The 'disproportionate share-of .totalInduetr-lal research
and development .in the :largest 'firms:in,aY~foreshadow agreater ."con<!'elltratio!i: of

- economic power 'in:the .ruture ", '" ~ ,* (A) present-cericentratdon ofeuchmen
power-and .progress.meansthat .In 'the-future 'an increasing Jlhare .of anticipated
impr:oye~.. technologies ,~~,g, n~w:,pr09.ucti(P,l"unes ,~ll.b!,! ,ip~r0:411,cg<1"bY. ;the in
dustr~algiants,.·-· '" .' ..!', "-' .'--,. "':"< """...' (,'

i· <:';: .' _. ;",,:;' .i '. :: ,-, .' .'.... '. ". ::: '; _.: _ ,", :' .: '. :"~ '.:' ' '. , ' .t " '.' .- ' .:".: '.'. ' . ,

These trends ar'i],'el~yanttotheqllestiopof WhO W'01l1d receive the
benefits of.n policy pfgJ;a;Ptilrgex'clllsive.cpmmery~ahightsto con
tractors. At a llli!j4i)PInI,Fe;'!,e.mlIJ:, ,4b,D..policy, in ~ll,ea,dj1J.inistration

of.con;tracts,IW[w~ll ~¥(,W,H~~(~))pcMI9n.pfp",t~!;lt. rJg'hts., *ol(ldat-
". J, ....- ....--. __ ". .. . .
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tempt to counteract trends toward monopoly andconceritration rather
than reinforce-them; ~sthesepol!~ies!ravebeendo!~.

To 'return to the Issue of utilization, my position has been that
.private enterprisaas inS. 2160, should be given the sole task of devel
oping and commercializing inventions arising out of Government-
ifuanced research.. " .,.," • ' •'

. However, there must certaiulybe l!'Ppt~priatesaj'eguardsfor the
l\COnomy, the taxpayer, the small busmessma~, and the consumer in
the form of the terms and conditions on which this development iscar
ried out. These terms and. conditions now, engage our attention.

Going to page 16, Moorthe first paragraph:
Seventeen years is a longtime inthiseraofhreathtaking tech

nologiealehange, One company, GeneralElectric: is fond of sayinlS in
its .annu!,l report. that half of its sales are attrioutableto products
which did not exist 10 .years ago, A system where the GoveriIment
takes~itle and provides.foraliberal gran~inll'0f".xclusiveandnon
exclusive licenses would allow a mo'!'e realistic period Of,2,or3 to5
years for a company to proceed WIth, development and marketing
phases, with absolute incentives and absolute protection.' At the 'end
of such a period, the company could come back into the agency and
make. a showing of what it had.done.easa basis fora possible.renswal
of this license for, a renewal period.

I digress just for half a moment to say that one thing we have been
onguard.against is that after the Government,with"thetaxpayers'
money, really develops the patent, if that patentis then going to be
turned over to,a,company, and the company is allowed to put it on the
shelf for a period .of years, 2, 3, 5 or '" period, of years (because of
some other developments in its own research laboratory, and that

.from its commercial .standpointit would, rather not develop that
patent), who loses! ,',' 'Well, the public loses, the consumer loses.

But, -under:an,e~clusive;or noliexclusive;license'systelIl'{11tfter"the
llloney has been spent and the research has developed the invention
or the product, so to speak, then' you •are' going to have to go ahead
and c?mmercialize it. It seems to.me that the taxpayers are ent\tled
'to that procedure,' , .: : .'.". '",:

To understand my position in this whole field, you have to:'under
'stand-that IamcoIwerned .about putting to use immediately the
results ofthe taxpayers' expenditure: ' ,'.'.' " " ,'i

Not only would this give 11 complete f1exibil1ty as'tothenumherof
, years, involved.. but as to 'other terms .and conditione.of .the graut,
}for in~talice, th~ree.ould be:co~sid~ration?fStatesand'm:,llicil?ali
tws:vvh:c,h m.u~tproV;!dc, seryIcc,~~9tallof~p'e p~ople;~lid of.h.osp,~a:ls
.and universities which a,erenderlllg,serYlCeS m the public interest.
Sucha. system couldprovidefor equitableaccess.for.small businesses
which did notvpartieipate in the original.contracfrfor .researchor
developlllent.'.I.'lieycOilld'(11so pt,?yidef"r.a deterlllination of ,rbjral-

"ties, in certain'cases, ~hich woul~ provide a return to t!'~:t.(1i:l?(1yer,?f
some of his ~15 billIon anImal. mvestm~nt. ,,A-n,additional feature
sllOuidh~"that.tlic,s<\:i;,;,tledW~I1ripMl)-.BrQy1Sl?RS, sholll,dr:e9.ui~e
~alking inpy tlfc" contRltctor''rh,?' des1r~~:t,?.ret"'w.~. pre!erre4. pos~
tion.1'hiswouldsave the(j;overlll)lellt ~1'qi:U:mmstratlve b~lrd~ns
and expense of moiliroringand bnfol-<JemeIit. ''A''renewaliproceed-
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ing. would.ulso-provide l\J1. 9pportJ1.J1.ity' .for,pther .parties .topresent
their' views-and claims.on thebasis of changingcircumstances.

'To dlgressagalnfor .just a shortperiod,Iawnotprpposingand
would not support l\ plan Whereby, a cpwpany entered intoacontract,
developed a product or an invention that was patentable, the Govern
merit, tookout the patent on, it" andthenthat patent was to he made
available to. everyone atthat. .point.. .That is notmy proposal. .

Lthink.that the contractor.thatdidthe research, althoughItwas
paid fop hy the taxpayers,oughtto have what wight be-called-a
walking-inpnivilege, .. ,He ought ,to be, able to showhis contribution,
'Tha,t ought to be onthebasisofthe facts shown. He ought tpget"
aIicense. .' <. ',"",, , ". " . , ,

In many of-those cases.itwouldbe an exclusive Iicensefor a period
0£2,,3, 5 yel\rs"l\J1.d atthe .end. .of ,that, period" he .could show what
he had done to commercialize-it.rTlecould .show..whathe,mig4t
have.done to improve-it, andhe.would walk.in again, and onthebasis
of a hearing .and a review, .ifhe-demonstrates.a justification fop a
continuation, his.Iicenseis .extended for' anotherPeriod, of 2, ,3,·pr.5
years, ." ,'.'" " . " " '", ." ,.. '

I am not seeking to-follow-a course-of. action thatisgpingtP
discriminateagainst the developer.. ,.;tUhe sametime, I say the.pub
lie has got to' be protected, against giving ,patents for 10ngY.ears ,of
pl\tentclifetp the disadvantage of: the rest of, the-economy and the,
rest of the businessesof .our country.. If ,t4is,particularindividua]'
does-not gpahead and.commercialize-and-does .not go ahead"and,
continue the maximum use and.development.of theproduct.j,

Lthink my time is up,Mr,Chl\hmaJ1.. .,/ ;d',"
Senator MCCLELLAN. Your time is not up, Senl\tor,except that you

asked us to' advise youat theend.ofIfi.minutes.z., ,' .
,Soo(ltor, MpRSE, T want to accommodate myself to .the.eonvenience

of the.committee.c-.. , ' '.' ""'" .
. SeJ1.l\torMqCQJLLAN. You may continue, if you.would, if you have

the time. I thought you had another committee meeting.
-, Senator MPRSl!J. I .do.. .But,,Twould .like to read one ortwo. more

pa§:~torMc(JLELLAN. ±would 'j~~ttiket~,ask;;pu'puc.qlle~ti~n for
clarificationbefore YPugo" if you have time.>

"Senator"MoRsE.WeU" :J:,4ave, time, ,My time isyql1rs. ,Dpn't,.
worry aboutthat .', v.." ".,e, ..., """
"Senator MCCLELLAN' you have all the time YOu want ,here. :J: do

not ,want you to think you are Iimited, '." -r.
Senator MpRSE.I'kno'I\C,' y ou. have. been very, kind, But. it is

lllyrequestto. whichyouareresponding. ,,,., '.,' '" .
,Ido want 'to take justa,minute on-procedure, "..:\.s the chairman

and, the Senator from North Dakota are aware,I, do .not. knowof ,
anyone who is more' conscientious in attempting.,tpprovide fair
procedure. As you. have' heard .me saytoyour.boredomsomeny
years on the Senate.floorvsubstantive rights are, after.all, determined
on procedural rights, and yourrprocedure has determined in-some .
measure whatisubstantive rights ,shalhbe.'av'aill\b1e... T!lisj,strue
J:rei!~tpo.
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'Asthechai'vmall 'kj{6ws froni, ihis'lol1g care~,i-;i!i,.pi.lb'licioiifer the'
proceduralsecthjl1.of al1yjbil1 is 'j1lStas, i¢j'lortaJ,itas ,the. policy
.({eclaration;ifn?tmore;so; My for,?alstatemente6l1tams several
l,ecomm~ndati?nsas totheproceduraldeyices, .andI""o\Il<llik~ to
P?intup,afe""ofth~se.,. .• '•..,•..•.. '; ,.• " ".". . '. • . .•.. .."'" .. '
';IhaY~ beenespeciallyeonc~niedWith·th~ status of smallbl1si)less

under patentl~gislatiollthatIW\Y' be-enacted. '.. May I say tha~ mY
small ,business l'hilo"?phy ism;tthejJ}'otootiveval'i~ty" ,Ibeliev~thl\t
we n1ustgives1it~llbusiness of today ap.·even: break so that they Can
grow up to. betM 1arg~ su.bstantia~;bilsin~sse¥oft6Jii6i:row:...This
keeps oureconomydynamic.Ris 'particularlyi'important in new
fields which are beingopened ,:p py Government-financed research
and:development»: '.•'li'i"mslike' 'IB;M'; iiTexas Iristruments, or,Teke
ttonics,from' myowlhSt~te'of'Oreg~)Jl;'Yh;idh'will' betestifyingb~- ,
fqr"E\ yo,:'~od'a:v,\'vere ulloncesmall btisin~sses('ni, ,) . '.' .'" . '. .

Tn. fact, may.r sM,MI'."dliairma!,-;~hIWtlie~xperi~nceof the Teke'
tfort,IX fir,l1lhasjJlit thell,1 Hito. a 'ull1quep?siti0J?:;an~ tp.at th~~rt~sti
mony.should be'very'helpful' to thesubcommrttee 'mexplormg' the
litigation asp~cts of !,atejlt utilization. ~ 11m very proud to haye
th"m)iiS''witnesses b~foteyourcoil:llnittee,today:i) ". ' ,
;'llli:at ,doesinot meanthat theYigree,vithinea£"alhl1all' the aspects
o~:m~ipdsition.",Ne"ettheIess,. theyhaYe 'a 'p6~iti911~and;f k!'9wyou'
w'iUgiY~a!vety'f'iir'hearing.to,and I'know they are going'tol11'ikeah.·
iinp6rjiaJitici.il1.triblitioW,tO 'the re~9tW'of this'hearipg.' , ..........•..
bThe'ptobleih i's'hdwtbptovide 'aeeess 'to,the '$15 'billion, products

of Governmeirt"R!.'&!;D./ which 'is' pe~fo~,?e<l.bY relatively few! '!ir~s;'
for all of the small businessc6tiHnimity. 'i ,The"subcom'mrttee;has a
goldeiJ'iij,'iportuliity'f.61iliftlrts. ,',"'ei. ;0";;;'. .. ..' . <".

I say particularly to,iiriy"btother"llleihbe,i ·"fithe'·Siiill,lI;;Bttsmess,
C6mikittee,;'Seti~t'dr iil;'ott.of'PJirnsylvarri~'t]j,W'00ngtllSs':ShO'ttld! tlilte
the time and trouble to devise the procedural featlires" which','will
:,1i~i'.Y out' iIiisitic~ess) ..:I g~y','tliit ibe~ause ~i liiiow of:'hi~'g't~ahJitetes~
J.1?- it, ,',. <:,\:{,:(:.:,'~i' u: '::'.' ~,-,; i!_,Lf,i~-:_-;):~ ~,_;:i,_k':::' !:;L)!.:,:t ~ ~ ;:':t:",T;') .1,y :'~!. ,_(~ ;i:~'; ~-;

"'This would not bei,,,iRepublican' measiir"i or ,al iDemocraticfmeasure
'but a bipartisan effort to strengthenthe foundations of our economy.
bygivihg'tlie Eiriiill!"lriarr'aFfairsh.£kei'[ j" : ,0."i" ).,it "",', '.':~

.InS. 2160, my ,bill 'in NftSA patlil1tGpsiIlcy;,wl1\ch·Ithayeitttiched
as ial1)appendix ill niy;statelnel1t,'sevetlll: of tI,es,,!procedures' are"set
forth. I would Iike to advance them for the committee1s!considerac

ti6h." Since fthere"<are 'few l'\'ildilia~ksjn,thi's "ieaiTwouidlike'to'strMs
that th~e,,~u~est;ionsshould ,not ~e'reg~Fde'd;as:defi.hiti'V'ei "These ate
"ffortswhlChJli,hoPBiililght"coilttIpute'. to, the' ,~tea.tlOh',of;~ .. 'Work.able.
systel1i.}'hey include ~O-day·notlCera''lle~'tlilg;and'I]Ill1ltedl~dl~1~>L
,,:B"iew''''itll:thep.n~dlngsoM","t of th;e,*d!Uml~tl!atoriwthe 'revJewl:>g
oilj'c,er 'to' stal1d.ttnles!,ithe'icdu'rti;flll.d~ ;th~t,'they'ia're not"tasedcUpowi
sul3stah'tia:l'eVidendeI.' i"·'ii. '", ,'" """ "," ",':I'''' ,i n, '7 -ar-o-
Y]:iam about to''c'jlij~e'];y'goirig't6the'bdtt6lhfof'page'lll;
hIn'\'m'alsb <l6Metihed,.as is[tIie 'SllIJijijmnhtteerwithth,,' interestS. of

tll'eitaxp;"y'e'i;'.,i i ''I'l!'''t~,x]'iaYeji;~ould 'heiYe!j.t, un<lerth~licensJng system
des\\rIbed'i'n'.my,stltttiilielit,sfro\h' ~licteased comj5etitiYeness,andnlolVer,
prices of the finished product. He could also benefit immeasurably!
from 'the institution of a general policy of sale or royalty of the patent
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rights> ill area~ wlrerWthis iitS' "r'praeticabllity. T:have"l'ecotnmended
I,,; my statement that the cOIIl1Ilitteeisecill~e'th~opi.ni0i\ofa'fiscalrexpert,
<In thealIlqunWth~tlnighfbe,realized 'thrQ\,gh si.lGharoyalty~ystem.
Th~~ai1seofthe indiVidua'liIiveritorh>is also.beennientionedi.'I

believe that consideration oHhis legislation preseIltBi an Ioutstanding
opportunity to give greater sta,,;ding ,.!lnd.possiblefiIlancirul'reward'
totheindivj:dualinve";tor.'.·,Allypr(wisiong6vemiilgthe)r:~lrutioriship,.
bet~e!lnitlte .l;}overmI1entandthe ~IittactOt·oIiithis pomtshoultJ,
probably'be cOriditiQn~dJIPon the relatioriship?et",een the .contractor··
andtheiltdividu"lemployeejiifiiJ ." "ii,':::, , .'
',To coricludej'h,hllll i atte1Ilptto sum up the directioilsT believe the
committee should take"W'ith r""peWta.Si'l$97 SeJlatorsaltonstall's,
bill, 'Lbelivs it'is'a;fiIle exa'iiipl"-'of a-pmced'umltrap,'nAs 'state-d by
th~ Depar~Illentof Helllth, Education, and VViJlfare,\'theeIitirethI1:'st:
ofj;hebillistliusfoi impede the G6v~riirrleIit'stakin"aJlcr'retailling.of
ownership;i~ inventions derived, 'froini'fe<!-era:Hyffrianced research,
by 1n1'~iIig Wis .:i: lorig,ard\,ous andel'ceediilglyLdillfci,lt, and W- many
caeesj impossibletask;": _:(;:',:', _~-" ,'. -- ':'Y·';---L\-'/·' "":, 'c· ,'----,",<- ..:.'

-. S. 1809. is, ,of'.cqurse,. the pri]rcipalbiIN)M()retheqom1Ilitt!l~;',.1
colIlmeIltedupimthe provisions of thisbillinconsj:d~rabledetailin
my formal statement." ,I might repeatthat'!eonsidersootion11,whicli
repeal~ th~ public-interest Pl1teP-t provisions: ofthe last 39'years\t(j!
be unsound and' undesirable;' . The' CUITent I~gjslatioll\~atherthallre
ject the past, should I)ebuilt on its monumentalsuccesses.v: .. . .""

At this pointI. shailh}iscolJt-ihile.readin0' lIly~umrriaryilIff: Chair
man, sillee the entire 'suwmai'yhas alr,e~dY?been,'insertedin the reenJ!d.
Thaiil,'yau veryimllcli'.',/ ,,' Tii .! ·ii' , " "

S.~,,;atoTMcCL~LLAN:' 'Yerywell(, .'"
"Sei1l1tor':ddy6lih1liv'eanyquestioI\~!·..' .. . .....,. . 
_Sen l1tqrBuRDIcK, I am sorryJ'was afew!1Ilinutes'iate\,E)enatcH-'! ii/'

Doyon think thepateriWsh6lild b,etakeIi irith~"nameofthe Gov-
ernment and th~n, explu~ive~:liceJise:,gp~'*tea "iril'~,f}rtairi1iJlsta;nces ~'.~'"

Senator Mel'S",,' In certain instai).6e.s;exclusivelicert¥e'perniits;:in
ether illstaIices7noIlexclu~iv~'Jicense.'peI'IUits_,"It'MI depelld,s up-on
w.hatthedev~lopereanshi)w Ita'sVeen hi~c0n~ril;>.ic!tio)l to the develop'
ment;'arid whathe,isable'tti aoooiliplisMllg¢ttiligtl).e p-roduct6~the
m!),rket., ',' ".; "",', ' , "',i':,__,n,,l.\I'Iith: 'd'i"'!!. ,_'~;O>':~~

.. I 'have'sttessed,; -Selialo" Bl'jrdfck;that'ifib'e'@overntneIit is,igoing,
to s.pelld·l1l1tliismoiley; tl)'eP' thewsn,W sl):ouldinotlxf'lockecrup; it
shqtil\lbeput'on t;liemarlfet just'a~'rapidly as'thime""lop-er can-put-it:
on tl;8.mar,ket, o'AJitJ,!iesho)lld !jegiven,!,licens¢'p"rtnitifti).eheari,,;g
shows that'he iliade agre"t-c6ritriblltion irr its developmellti -: ' .,'....'...,'
.S~nator'Bi:JRJ)iCKtWIi¢fp'rocedUJ;e wquldyollreeo,mlIl!'nd f~i de

terniiiliiJg<whena;n' exelusive fright or·itri'ortexcluSive- 'right-or" any'
ri"ht should, be QTanted! _","', ·,.'w',-,,,!! >',

e.-,, __ ," ,'~~ _. _.. " ".,,_ ~ .:_," __ ;, _,',. '. '. _ ,_ .[:
...•.•. Senator MORsEi)V'el!, J:'would'pr0tidef<jr/ahe~-rirtg-!.wher¢h¢ comes
in'aridpresel).ts hiscas~,"l'skfug'for'~nexclu~ive Ijcensejiandtb,e'G?V"'
ernment agency' 'decideswhether-ol'iiWhesh\)tild !!tWit? 'or get" .nqn-'
exclusive license, _._ .iif\H'i)'i;,if';-:,u '.'it.d" '}":ifi<~~.Hdcd:!'F';;:"<i~.~)}.

", l'?~ii~torBDR6tbK! Have.:V(ili'r'.ea'dCthe, ijJili'slibi)jittedi :by' i~erta'tbr_
I:kHlg~ ,':"r/(';uj .},:;,;~'n,i; <·n::;)! 0:l(Iu!.;:,;; :.'.-l :::[<[1 ~r,-n8 (i!i",'f ';?i'-iJi.:i \).[;iir ",t,.<::". .i.

Senator MORsE. Yes; I have.
SenatorBtmmox. S. 1899!
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Senator MORSl" Yes; .I have worked, with.Senato» r.ong over the
yearsjn'rega1'dtoh1s,patentP<>sition"!,,cc'" "W' " ' ,,'

Senl'torBttRJ;>~clr.Inoticed thatyo]l did not .commenton S.,189j),
maybe,hy inadvertence.", Wh.atis yoUI' opinionof that legislati?n!.

Senator"M011sE.Well, L,YlCldej:.Q SenatorLong for authoritative
QOmment,.oILthat,bill.",,',,! '"",,,, ' " ,'< ,,:c
"SenatQriBTIlIDI(jK, ,On,p"ge;a5 of.yourprepared st"temeut,Y.ou say:,
'jI .realize .that S.J809contains .a specialexception for 'fields which
directlyconcern. .thepublichealth, welfare, .and safety.' ,. But this is
a limited field, where less than 5 percent ofR.,~,I>. funds are spent."

T want .toadviseyou that yesterday a fe;w, 'IvitneSSes,Jeltthatwas
goingtoofar..What,is,y()ur,opinion.oftllat,!;, ''',w,' ""', ,"
",Senator M()RSlj. Well!,Ithink; Dr. Keppel in his outline hadapretty

reasonable'appmac4,toit;/i rr: "" ",,!-: ", " ,,'C,""'"
',We havethe,s)lbjectb,efore,.our,C()=ittee;at,~h<\p,l'esejlttime, Lmay

say., ,We have ,jl(;t C0me.,t.oany finalconclusion. ",But mY tentative,
o'pinion.}s to.supportDr. :KePPel inhis.announcement ()f'adinjjlistra
tive policy, and I have expressed such an opimon.on ,the: ,Sejl",te floor,
(See dailyCongressio!,alR~col'dI4ugUst~'T,1965,p.19918); .: ,. ','
!iWhat Dr.: Keppel is saymg, m effect, ls what the Department of

Justice hltSsaidf<?l' y~ars, ,going back to-the Att()rne~ General'spro
nouncement,ofpollcymJ947., , ""ii d",'> ",:; "" ,." ",'

Senator BTIlIDIC!K'.Jj)OY()U agree ",ith tlleexceptiol1cinS. 1809., then,
in regard to public health! ,,:",!;, .... ""f";",

Sen.atorJlfoRs.E.,Xes; I ",ould"go,,,,lon.gw;ith; ,t4e exceBtion.
.Senator BTIlIDIOK., Regardless.of m.oilific\l<ti()norquahficati<\n!
Senator MORSE. Well, as I said, our Senate Committee.on Labor.and

Public Welfare is grappling with patent.amendments.to various health
and education bills. But I would not commit myself to auy qualifica-
tion ormodificationat, the,presejlt time.,,' " '" """,'
,TreaIlYthinkthetr()ubleis, ;t4e policy.espressed.as to public health,
and safety in 8,;1809,is,not c",rriedfarenC\ugh"",, '

SenatorBTIlID1(jK. .Tharis all.I .have, M,n. ;ChainnlJ,jl, ','
Senator MCCJ1]'>LL"'N. Senator, thltJlkyou,yery much for yonI' state

ment,It is quiteJengthy,amr Lam sure it is quiteinformative, r
assure you that t11e Q11\l<ir,)Vil;! ,~;x;"l)+irle,it )Vith",)!,i:mp"rij;al approach,
insofar as I know how to doit.' . , " "',

..•. Contrary to anYniUlplic",tious ,that 'lD,"'3\ 11",,,e ,pee)! made or. Wight
be made.or any' asPel)Si()jlsct4atmight h,aYQ beencastwith respect to
this. committee's.work or the,'sW",irman" I h;!I,ve.llo preconceived ideas
here" none 'that Lcould not' reconsider; 'J ,4a"e ,triew,to approach this
whole p~oble"!,, on the basis ofan explor",tiou,t"fin,l out. what: is best.
, ,'I'h;e, bill. I rntrodu,ced, ,0:f,course,'ltS,everyon~' knows; is' Iargely an

administrlltion.l!ill,atleltSt basedupon thll]?resident:s.lb,emoralldum,
of December 1963. ,;""."'.' ','

·,•.1 ,havll pro~deili~illcet11en,:witha,"jllWi.to.he.arillgallsides, getti.ng
an the, inform"tion, I .cc\l].ld,,~o that ,Wem1ghtuldue' course eaamme
these <J,iffere,l1tlile)V,t,hIJ)Ig,b,ts,J!!'solvllthelb"as:best.we could, and present
legislatio!, to the Senate for its enactm~nt. ," 0,.'
"One,thmg th",tI,,b,ave had trouPle.Wlth,J guess ,%ealLdo-andag(l'n

I say that 'those who say this is a simple issue are not correct. It,ll'!'

n(!~-
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compficated.•'WheIlY~u und~rtak~'t0find"'luity' aiIa~odu~ice," it is

n°{,V:fa~~~:Ili~~t;~~io~'ofthis c~~~l~xity in the:~ac~th~tthereIllay
be three ,orddurcontributors<mvoIved .in the: financing'; the talents of
others; "and :oth~rs',skills"inthe' .research and.idevelopment field.'. ,

'Of, course.vultimately.we' want ito' '!let the, product...£: It has' value,
if it has use, we want to get it into use,we wantto'.getitito"theuser
and.the consumerv-Bue 'where: there .isa. lUJIiversity: involvedl.or a
fouadation. may'have'made'a' contribution. ina giy~ri',area:of .research,
where :corporationsor .individuals may.havemade eontiibutions to the
university to carryon theirresearch.in. that.field, and.then the GOvern"
m~ntimakes,aC()ntpbutioh to ,carry on~nt9at:fi~lcl.:,: 'a!'d,they come:up
with-some dIscovery, how do we do eqUity' mthat,sltuatIOn L.How do
we dilequity " 'l'hey~re' j oint. ventures ofprivate ieiIterprise:llwhich
eleemosynary foundatioris' 0':others have made' aeontribution.rasweli
>1Sthe taxpayers. ,Howdo wed? [ustioeirr handling.apatent.ona.dise
<JoveI',)'in that situation i Tdon'thave the answer;':"i io ,/

Senator MORSE' I don't.havetheanswer.: ii!' '" ' ,
I ",ill make a, very brief observation. But beforeldoithat,Mr.

'Bhilirman, I want tosay·that as-faras.the.seaior Senator from-Oregon
i~coricernea,hehassaid, out of your,presence,immany,places,andois
plea.selloto'~ay it in Y?JIr presence.ithat: Ithaveno,q~e~tiOJ:I;.at alLaljou~
the!mpartlahtyof thiscommittee andiits'chaerman 'Ill' trymgtoresolve' ,
this matter on the basis of what the facts show. " ,:: ,.»!"

I am chairm:anoftheSubcommittee<ll1' Eduoationxwheretherewas
~ mov~ ma~""y~sterday" tooa:ddcthe:I.ong, ame~dmeIit to ths.higher
edueasionbifl;. /'- Lf "([I.{ 'W- u , ; .T-"- .;-

Now, ·t1!l divf<le:lll?!"y, attituM.,Q,;!:a J2~rMntage' basis; Isuppq,geiy',?u
would iSay ,that I,lea.n'.strongly:,mLfa"or.ofthe'~?ng:aIllen~,ment'm
the matter ofeducation, copyrights, and in some instanceswith.these
new audiovisual patents,- .But iLsaydt should not he added to-this hill.
We should 'wliJit::until,the:Mc(Jlellan,'committee finishes its hearings
and comes forward with its recommendation. We should not be going
off-here at .a.tangent;and} hliving -different-policies-in connectionwith
odifferent!ageIicies..: ':' ii" :,,,; i":' "')', ' ii!

I think we need:a,governmental'policy"instead'ofhaving aodiversity
of policies such as ~ow characterizes the, ihan'dIing'of'patentsthatfiow
from, th",expimditure of: taxpayers' m<lne:1" in'.reseatch- and-develop
ment.': " ' ,",,, .', ,,:'
:'Now.ryou.raise.a hypotlretdcalsituation..« Ttiis>uotcompletely hypo
thetical,becausewecan cite.speeiflc.instancesinwhich, it is truei. .r But
I am talk!n~ about.it.hypothetically, .:, 'c' ,,' " ',' '. ':.' ..
," .You raisedra hypothetlCllilsltuatlOn IIi which you ha"ea multiplicity
",ficontribu~ors<t".the b'i~ins"teehniques.and know_,h~iW:in'the'dev,:lop'
mentiofan-inventiorror-a product or other, p~tentaj:>leltem. -: {Jei'taml;y,
thepateIikil1 such-a.case. should mot, be-givemto.one.of them/to the
exclusionof.the.othersc: :"'".<:.1[1.'):-:;,;: i!-;r~;:;,r 'LTC"< 'i.f) ;\~,:-__ ", ;:';c,).';';';jj

It i~ pretty hard, because of the-nature of.some.of these-situatione,
Youtalked abouteleemosynaryfinstitutdons and.foundations.errd.Gov
ernmentfeontributions.: anah 8,0 .on..; Ito-is :alway,sUdangerous to..lay
down.a generalruIe"butLarnigoing'!to:",; i'",y 'oo:
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'" G~rt¢'r'lllY!SP¢'lkingi ,l:iwould \s'ly;lih'lt.Jin.that.situation yoilr!lipeJ1s~
permit program is much preferable, inIny jUdgm~nt;li4Mgivingwh'lt
Lcall-a.frozen patent». r: rs:> •.·,';.,.; 'e'; """.'".,,1,; ;F ",,;;, 'I

Now,',ev~ir Irasa, Jawy~~ know.and- 'Senator-Burdicktlenows.ae,a
lawyeri' that, 'aJthoughLthiscis"a",compl~x,'problem,',we, .do.notadmif
,that,th~re is anything too, complex'factually so 'that, we cannotat-least
1l0T~asonabl"eq)1itY"!"i' ",.;,,; !ii """i ..".' .,:"
': Tthink,ymi arejustgoinglio havetohave a.procedure.that provides
for,a.hearingarid.givgs:~:v"ry,person.involved an. opportunity to make
his-case ·andd:h~n,havethejudgment ,r~nder~d,proNiding.forlimited
appellatereview.nsI set-forth' .iu.my.statement., . 'j',' Ii,'"
,ddonotJillowrhow. else ,you'lre going to do.it, g~ritl~nwno;.1:do not
think you cair .do ;it,!ly:rule' of, thumb...t Because th~/appli'l!'tion!of,a
rule .of thumb-without ,th~'heaning-and: iwithout;theopportunity, to
.'Pr~s~nt,the evid~nc~,and. without the review, T,think,,is bound to, work
injustices .in. thos~;IIiultipartyeontributingsituatiOns. ! . .! . ,

So I say as a tentativeanswer toyotir questiton, ]\1r,()hairman,H,ltt
I think it is bettor to have alicenseapproach tothatsitualiioll,than a
.patent.approach.i..' ',"'"';;''''''!;''!''' , ',' ..," ,
'" ·S~riator,McCLELriAN,."Sooator Morse, I .have.saidbeforethat Lfind
rio',waytowrit~Ianguageinto.a- bill. to. ooven,ev~rysittiation;yln,·mY
judgment"judgm~ntultimately .has-to..be reposed .in someonewith

.a: ;n:e~sur~.:of" discretion».' T .do. .not.: kno~,h6w, Y~)1' iar"",going to
avoid It. '" ""," ". ""
.,. 'i SenatorsMoRSE'!'¥omaie hot'going. tobe.able' to.avoid ,it,,'
';,'S!ln!ator'MOCLEL:J',AN";'I do.not ,kimw,ho:w; y,ol,Lcan'ilNoidJLt.,,,,,,

Senator MORSE. The provisions of my NASA bill, 'oilJ'th~,basis"of

iWh~t'Y9u,hav~broilgJ;tt;out,i)1this! h"aring, are ,gohig to: need. gr~at
modification. to,apply,'g~n~rally<il,ha1:~,,'noidoubt, of that.,. I, am riot
marr'ied to that,bilL '''''' .. ' '" ",,;;,'" i'i"" ,"" ,·.,.,I,;·,·' "" ""

'But on the. basis-of. the.facts that'.w~dd knowabo)1t"rfelt. that this
.wasabill.that.ought.to serve as .a-basis ,for ,hearing •and-formodifica-
tion-: ..'" _ - '·~fr i>; _ '<"r'-(lYY' li .. '_ i,""" ~

', .. T.think.that-rnore-importanb·thin"myI billl. may' I,say 'most respect
fully, is my statement, Because I think you willfind-in.my.state
ment- some inforniation that you: areinot going .to-find.anywhere.else-i-
atI~ast, I have notfound itanywh~re~ls~:.,I,' '
'cAsIIsaidi,w",hav~',worlr~d .on this-general: problem, .Mr. .Spira and

I, for 40 years. W~ have tried to help the committee by bringing,forth
in the' statement-some-matenial.and tryirig!to,c<lordinareit:!With other
material,toh~lpthkcoimnitreeforniwhat'I, think would .be .abetter
public policy than we have on it atith~.'pre's~ntitihi~~,,,,di!'i"d;", I
".:' I"j1!st .do not :think; Mr.;Chairman,and,'Senat@);i,Buidickilw~can
v~ry,'weII'·justify'contimiihg.agoyerri.mentaLpolidy .ohueh:di:ve:rsfty
as ,w.e!'haveat',the'.present.: tini~" withnthe '.D~f~ns~·;])~rra'rtmenti'and
NcASA, 'going,off,·in \on~',directioj''I!the,Departmoot,,,,f J'ustic~"l'ioing

off in another, some of your health agencies in.a-somswhnt.modified
positiombutstill' iiIDanother'dir~ctiomdJto ')" ,Ii),' Hi!.:! 'i,"",,; ci
,',No,,"'yow!iave':.got'r this issue.maised ',in, tb.""D~p'lIirtJneht'iOif',Health,
$ducati<ln.;"1!!nd:1JWe}fare; <foil' have :goththosEY"newIproc~dures -; an'
nounced by Dr. Keppel, whichi,,,,,,thihkilalleinri~ritorious',as;,far'· as



GOYERNMEN'r PA'rEN'r POLICY
! :,-'tT;1.()'i.'I:/', ::r'J.'}, 'i..:' -;I'Z~TLI.:ZH;~ '. :')~-,

O1H
'·>U,",
~VU'.'

,I h",veau",l;vzedthe",. JVe are !l'9iulr tohave him come up to, discll~s
thosej)r6cedure~b~rore' my sUbc'?rilmitt),y'Jwitliin"a;r,eW,day<;: ..• ,':!;
··Bu£. What: I 'am. ple~d~iig 'foriS.an'eJj.H6'\\ihaf~·t~ln~ISf"dIVersIt;v
o£'treatmerit that is 'riiitrair, becauss'cits lacks:Uii1roJ'iIilityor Govera
rri,j,ltpb]jcy.">'.J ',"" ... ' ,.::,,,u<,"\ ,.'

.Senator MC(JLELLAN.r 'agree 'wjth y,Q);l;th~re\ojigM to''be an over-
ttllsttt£.llt 'i'" '' .•.• .••• .,' ' 'i'''''i.O;'H'. ',i,")" 'F,', " J •. , L

Sen",to~M6'RSE: Y<iu ha~e gOtto'lIayi)' it:'" >. ."'" i'" .r 'I
:'lenator¥cC"ELL~N,.':I'1iiit,iW 11111 'I!haye 'argued'.r"Jl'llP to!now. .;'I

'have'rl'of taken 'a 'fin'aFposition' on'!the immeaiate'lssu~. b.eroreus:'·' I
amstiUsea~chinga"dexploring. ,. , "'."'" 'if< , •
Yesterdaytherewassoni~'testimohy; iII re/n'einber.'i0rreptly,th:,t

quite surPrised ",e,an4 Itlio)lglI't itpoin't~duponedfthe problenis.ill
this Jield' . Thiswas in thefiyld'or medicine, 'wher'eth'eydoa lotorre
searchwhi~hreSl]'ltiJ:idisc6yeries,"sd!'rmor,which.arepatent",bl~." '."";
,.1t,w'asbrbulrht ,ollt thatl'~obalH;y loutor j\O;onlt 1.011to£10(i£
thdsediscoveries'is. ever. taken'dow".' <.)fI"the. sllel£,so' tp speak,and
a")IDdertakingrn.adetoproeessit:·~d'outor~jl9~einst",n,c\'Sor 1
out of10;;agr"a.t·ina.il:Y6t!theiil!r~il'to devel0J:'·lnto.~oinethmg'th~t
isoollirrieFciliJ:ly"p;rofitab,le or'teal)y,beneficiah .', ••... i .. '. ' .s: " '. ,,'
,11). otherw6rd~,'dter·the'discoveryis made, the testimony showed
her~th4t it to?k rr9ni;niiybe$~00;OP9tp$400;000 tote's£, it; t()finei~,
alid get ita.d~pt~.dtohumari ,1'(secandJiledloal us~;andthat ,,;lpbor
times'80ril",nl0,I)"'y 'was spent' thijjt,;way that lie'ver pr,04uces;arlythin~.

'So; just gettirrg 'it 'patenbinC! getting it \)ii!a-government. shelf ss
noUheansw.er:, ,,<,'i" ';(!)<!";"""'!C"!! 'ii!!''! ,,,!/
. SeIlatorN,[oRsE.Th",tiseoI'I!ect:' , .' ,...' . '.'

Senator·MCOI<EBLAN.Theteltas •• tobe ,a wa;v' Of proyidingani,ri<
qenti:ve!sonii,:wher~:tdgetsoIllebqdy'W put' intlierisk capital;ttyfo
taJie'itaI]id.d~yeIQI!'it ,aridbrjI,g'it .into'a ~ta£,e6£\lsennn~ss and .",'. read"

"ineS's forthe'comm'ercialrirarket>: ",.," .: '"'!,:';';;"! :'-;~( [UJI '(','.'; '," . ~ ,:,/1;;:;

Senator !MOR8E., ¥ 0],1.will find thatL stressth~t'in'in'aIiy!.plac~s!ih
'ili.y'st,atenl'en~V-[':-:,1 [f(;):; I; }l!i ,:_~_.: U j,':, ,,':l{fr,,/;:')i: ,r; _':";"',__ '" -:<,:"-'Li:""":

! N6iv'; t1iet~ ,i~J~I)oth()r' pl).,,;seiqr!t1l,rut. ':¥ou'haive.!tqhl!i.vean1hMh.
tive. '' Here' you' h'JNefjJo"esearch'fii\dings!involvi~gY'~rious 'phases<ir
the ~afi1ep<>,t~htj'~lpro!au~t.<Y6\l ;';jspna've·t6'·hav(l'a pro&,,:am.ft?i\t

-bleenough; lIT mY"1"dgm,entso:thit£" 'Y;ol).d<,> not let'~X?' take- If' JUst
exclusively whew'Yl' 'or' '''zh or !I'.A" 'or' ,reB',' \\iouIdhke tomake an-

:" •, ",. '1 _ , • ~-'" < '.. . 0'.' _ .. : : . ' . _. _ '.. . • ',.'. .'. . '. . . ". '" '. __ ':' ,"

otherapproaeJi toth" 'handling 'of-that-end 'product as it comes out or
~he rces~arcp. )a!>or\1tQFY, and they might be~noresuccessfll'lthan"X"
l11'developmg' 'ot £0,. Cbnilllere~al''lises!'.you ha,:,eto tryto·findliow
.many'or'themiyoU'aregoing't'o'allow tohaVie a 'chance'in developing-it,

In my final apl1e'),dix, ,I set }grth d",taconcernmgtlte rlJ,cbwhich
was'discussedon'Tuesdaiy iniowngi berore' 1;hi[;' cO~inittee, ',~.hat as
w~ move ror"ICard__as "ICe rnove toward .fields where the Government
'needs end;ite~s,thepr9Poftioi( of !de'velopMentJp'a'id'foiUby' the:G'ov
~rnment becohies-V'~lj(higliF~"'T::,;' n'T1. i:-/';fC(:; :i.:',,",of ·,'~n.- 71· -L':·,,:(;,_ .'. _,,'.".:,
i"'F<ir'iri~tancei' there is' ,;irribst:C6inplet", trartsl['ferree 1J6t",~en it~~s
.scucjl \1,S military planes and the Boeing '(0'7; and the milit~rys:1nchJ'0l!
'6u~:saite!lite'a.iid'tljie EliJ;,ly'lJWdfboififuefciail'slttetlitel"" ].;: "c,,;;, .>,
o"Ci)JI[y'plea''1sfthat fwe .hot,get :oJliselves 'ina'positit0n·'whet.e: we"rreM;e
the results or this Government-paidlror'reseaircliiart<iHieve16pmerl'tiso
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that other companies·thatrnigl,ithlj,ve scientis~sai1d.te~hriicians .Of
a different backgroundand interest. are gpin,g ·tope d~niedtheoppor
tunity to bringtheir brains to. bear.)lpontJie Ilj,Qoratory·r.eslllts:...•But
at the same time, as you pointed out, you should also have~n,wc"lltiye
forthefellowthat.helped develop it.in the. first place, althpugh,You.and
I as taxpayers paid for it. Therefore, give hOO 2 or 3 years'.excUl~il'e
permit or license, see what he can .dp",ith.it,andt.hen)eti himeomein
and show what.he.is doing.. If the oth~l1Pooplecanshow thlj,t )1e is
not doing what he oughtto.be doing, then makYiitnime",clusiverather
than exclusive at thatpoint...•• i •• .i-: ••' : .;.. .; .,. '. " .
••Se,:ato~,McQr.EW."'''!'i,TI~e point ,1: ani lnlj,k:ii1g"$,,,natRr, illlj,dpitip~ to

,that,ls this :You get the discovery, the plj,tent; .1t lSon the shelf, '. .The
Government now hascomp)ete:contr()l:of)t.. i As illustrlj,ted y.esterclay,
less than I out of10.hasanybodY.ll1aJlifest. ilenyinterl\Stin it., .:when
.someone does manifest suchan interest, .hesays, ,",I'm .gpipg,to.,spend
$200,000, $500,000;"WhateY""it is, "to see if I. can.deY"lop.th,i~ .thing."

:y ousay that others .should. have aneqll'!'l OPpol1tllllit:y:.: Jam-ey th~t

~VBryh6dy.shouldhayean-equal opppptllm~y, bllt,.",hen·~o.rneon,eselect.s
It and says, "Now, I wantto,taJ<:e ·It;.lj,n<HrY. "t., .NOPR!ly.elsehas.
Hy<m will.give this ,tome,you.cll>llitltJ:Lex!,ll1~iyeIjcense"I:)l.talm it
and spend some.money .0lLit and. see. ",hlj,t .1can.do;' i' YHUo say, i"l:V",,11,
ihe.may not he.doing.allhe:shou)d-i:H:e rnll,ytll,k:;eiitandi\rag his feet."
:.,W"ll;youwouldnotgiye. him ,the.1icePs" until heIJwught it.i1J:to
a state of usefulness, where ;ne.slj,id. itwas nota lIlarketablepr()<J.llct.

Senator MoIlSE. I would not renew it--: .'. i.',. "
Senator MCCLELLAN. If he does drag)1is fyeta1J:dprpduCl\S1J:0thing

'Yithin2or3 years, then you.mightyery:well hayesome)irni~tipnin
,pime,inwhich hehas.tomake a devolopment.. 13uUfiyoll,Slty.tohim,
.1\Well,now, anYit1mewegetdissati.sfied about that, we :arei going. to.
take it away from you and give it to som;e!JQrly,else':',I thin!,:. iti~ going

;t,pdestroYitheincentive.. ,., •. T '.n! ..,"": iii!!" ..'! "·i·i
Senator' MORSE. If he comes in during my administrative .procedure

.hearing, Mr..GhairlIlannll>hd shows .whafhe.can .do,: he is gQing to
haveitirenewed and renewed, ,,,011'the other .hand, .if .he takes it and,
in effect, uses his.Iicense.toput .it Quothe sh"lk",heniPtherswantto
develop-it, w"will. not renew.his .Iicense ,at the .end of i20r3 years,
orwhatever.period you giyeittohim in tlu;firstplace.·.i! 7' I"J'·· ."

i •.•• .Butthereagain,. itbecomes.a question or,a fip.dillgoMMt·!l:S. to what
hehasdone, ·I •• •.' • ." "", "', • iii .ii· ' .... i"

.Senator MCCLELLAN.' Youhave.toruse.a.lotof discretion.. ,.I do, not
see-how you' cangetawltyfroI]lc;v.estingdiScretio.n in a responsible

.authority; .....>•. " .: '.' ... ,i.• "';'" ! .ii,i·.....'''. ' .. '.
Senator MORSE.; You cannot: possibly, do it. I .donotpropose thltt

;Wl3trM;~"<' :;i,: j,"':;;; "-L>",,, _'Oi:i:::?f'_-,:,;;,,~,:<::· '(;.j;-;',,',; ::,'c",,;,[ ",',f

,Senator.. McQIiEIiLAJ>i-.,JV:el1"thank, youv"ry 'lIluch,. $ellator., el:·,ap
preciate your-staying long enough to answema:Jewqllesti@s'i" "'!' i" rr:

Senate» MORSEJ,Well,'YOu;lJ,reiiVcerykinrl of llear; me..;Thallk you
.veJ-w)nucl1"'J.. :"~ i,:,,, ' },:' {, j;:'::(i'; -;_~~:;:)r,t--L'''': r·~" ~ ,.;_ ->,-::, ',".\"»-",','"} i (; ;<.'- ;,I',d'.';.!":'

Senator MCCLE!i>PAi!!', ,I,nQtice,you,.hllYll!a.copy of;YQ]1r";Qill,$,,~16P
'attached to.yourstatement MappeWl~yr.,: We·willll;PPl1eci!l:t" your
,mltkingit'aYlt)lable,fQr,tlle,reco~d;.ni '", "';i' '·f "i'
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SenatorMcCLELItN. ()llr committee will be in recess for 5 min-
utes: Wewillre~~m~ in.5 miiiiite~:' ' "
. (Brief reeess.) 'j' ;ci', nr-. ..: ;'iii

Senatoi: i:M:60fiE'uIiA:N';iDi\:!S'lleVers! n .

STATEMENTiOF':M:AURlCE'1l::JSEEVERS; ,PRoFESSORA'ND '()JIAIRMAN
, OF THE DEP,AR~~Ti OFPHARMACOLOG'YOFTHE'UNTVERSITY
.~Ff¥~'!i~(J:A~¥E]}I<iJl.t, SpitOpL" '--i
Dr.~EVERs."y~S, sir.' .; i... 'i _., '. ". '.' ........,
Senat(}r ¥CCLELL,,*. .Allrigp~; poctor.· i. J'liia~e .identify, YClllrself

f(}~the~c()rd-.'.Tpelly,,~ you,h.)\vell. prepared statement.' .You may,
proceed lIlXou~ oWll way. '. i' '. ..... •ii'" " ... ".. '... .r., .

DI'.SEEVERS: I'airi Maurice Ii. Syevers, a professor andchairman
of, the Depa~m~nt of Pharmacology-of the University of Michigan
MediCal,School. , ,..·i·i.·, .i·.' i . ...., .""" .... i·

SiinatorMoCLELLAN; FirstT"yolildlike to sat ~"msorry 'redid
rrotg~tt6.y(nlwhenl()uwereschiidlilii)lyeSterday,or the day before
~estetday, .Hiylieve'i .' i' i i .

Dr.'SE"VERS. Itw(}rkedoiit al~Tight,·· .' '.
Senator. ¥qCLFJI.f,A-N. We have.tried to move along here withall'4e"

liber~wspeed. .' ..."; 'i. . ...i ".'i.i" . iii' • i ,.,ii. ': i.•.•.
iDr;iSEEVERS.'Itworkedout all: right.,(,ithme,sO' thank youverj

much.. i' . '.i .,ii·'ii.• ,iiii;' ,iCi">i'i' ,. . i
r~nja'pJ.iysi~ia:rr,mdl~ave b'yen engaged. inteaching research all~

administration illacademic 'pharmacology since 1930"at the Universi
ties (}f 'Wisconsin and .Michignn. I "mprofessorand chairman of the
Departit]ent (}fPharmaeol(}gyoftpe University of Michigan Medical
School-rn' Ann Arbor Mich. Ireceive4wPh, iD in pharmacology
from theUnjversitrofChicago in 1928wndan M;D. from RushMedi'
cal College' of'.'the UniversityofChicago'im'1932,'I am licensed
to practice medicine in WisconsmandMichigarr; .ii ,

During th\, 1"st i35':year:s I h!",,:eworked.with; or served as a con
sultaJ.ltto.,m.,a.n.y.. iorga.ll.Izatl.o.ns which deal 'Y"lth the .em.iects of drugs and
chemieala upon ihealth 'andwelfare; both here wndwbroad." T have
been fortunate in having had the opportunity to.walkin.the.hallsof
learning, professional societies,Government; and industry, and amable
todistiiiguishbutonehigh level of-public 'morality amongthe leaders
in these severalfacetsof-.American society as it relates to the public
health and-welfare. '
'Iam' a past president of the AiriericanSooietyfOr Pharmacology

andE.:"perimental Therapeutics. i" ""F"')' ". ". ." ,,',
,". I ser"edas ,cha:irmanof .the.SeetionofE.xperinjentalThera.,peuti~

and for' 10 years 'as a member of the' Council-on -Drugsof.the-Ameri
can Medical Association, GurrentlyI am chairman of.the committee
for research on-tobacco 'and,health: and a member ,of-the. committee on
alcohol and: addiction' of the same organization, and have actedin.an
advisorycapacitytomany Government agencies. " y'

. 1hav,; servedrthe.Governmene as 'a consultanttothe Food and Drug
A~iuistratio~the~epartmeiit.of ,pefense, the Vete"ans'Adniinis
tration, rtheTl.S, 'Public .Health Service, and the,Office ofScienee and
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-I:n___ .:.::.1 .iF·,- ... ):,-,;.~ir;'j._"".,:) ,~/ __''''''_,_, ,'_"
T~chnology. 'Yas a member of the Surgeon G~Ile",l1s.A-dvisoryC()m-.
Imttee.on Smoking and Health, and am currently .C.h.airITlal} of .the
Committee on Behavioral PharITIac()logy>of(th~':N"",tI\'Ilal:rns.tItutesof
Mental Health. . ..
"i,;lJi.[v,e.s:er>\ea';as,a·.epn:s:ult",nttothe''Rhar1llae~utical .. and .chemical.

i'\l<!-u§iory fPJ: ''ielIlITl'er",t{op..)[ ." "~'i'.,',",,[-,(,,:,~., ..;.,. ............,. .
. My priiicipalarea of ·coiiIpeten?e(HdIith~fie)p..•.o~ A~R6fic~",nd

drug abuse, and I served as ": mem:j)er.of the Ad 'Hoe Panelforthe
White House Conference on this subject m 1961.;co >,." .. "., -: '..
" .I. have 'i~!j.p.th~ ~t'!oteITlen~,I'tt.he~W~'iisaii·q"~lncil(6p.:E]<!-ucation

and Of. A,.USt'Ilc SITl'tl1, M,R".pr;eSIdel).t.qfthe~IVlrITlaeeutical Manu-.
fscturers Association, concerning S. 1809. I beli~ve theessentialfacts,
",,'e,;pre~ented. f\"irly",nd ;r",ther,9.j)mBlety;ly; iI)/th~,hi(). ~Peum~iitS,'
"'1l.~J''Y,llnot re\~F"t!l1ll0S,tO~;th~Ir.pO.Irts" ";:.' ,,'; . 'T'

I wish to comment especially on the detrimental '~fl'!l8tS .on. tl.'!l
qll",lity an<!-quantity,p.f Fesear;ch. ,iIl,th~ d'iug;fi~ld,,"ot()Illy' lhat.qon
ducted; iri U'}iyersities, pIJt}lso,l ip.};toverl\ITlent J""b,m,;atj)'iies, .a,,\~j!s
effect on trammg of new scientists If a. Governmentr,t",l:<~j",I1-l)()JICy,}.S
applied to Government-sponsored ·,r.esear.ch ..)n"th~ h~alth-~la~d

sciences,' ;- ...; {,'jJ;: -'.',:;,d!: 'f.'·'-<O {,i .'Jl·Li ;::'/.:,::' .,!~//:,;;_!-,j"(' .;:;1:;'- '~;~"1;r·:,>?
.In th~ fi~ld of drug development the role of the J?h.arm~q()J.9gist:

dl.ffers, SIgnIficantly, t179n1' that,'of,tl1e. cl1emIst"and i!us,.i)nihrgs. !'J-re
much less subject toexclusive control. The chemist, for examplej.in-.
",entsanewcowpo4ng ,017 :d~v,eI9psa,new pr9cess~ormanllf""t)lljipgan
old,chemical, ajldc",n;obta.jnexCl)l~i"ityfQrtlw.duration.of t:he patent
un'derthe:prese-ilt!cir(}1;lmsta:n¢~"'LJ' '_ ._.,.!,< _;~';; ,',., " >.; •. ;,< -.'. :
i ,A pha17m,,,<iologist,01ltheJ),t;l!.et llailC!,~tiigiestheeffeyts,o~ ,neWj)r old

chemicals';n'aniniaIS Q17fiJja,ninJIW1l9]l,e oHi.ndiIlg a cure fo'i i!:j.sease'or
a)substanc~;which ,tlilt:spg<)d'17e:e,Q:V~~Y 9r'·Wffke the. patieI1t more com'
fontable. "U stiifllyithese'QQser,v,MibIlscaniiot.beJ)'ontro)l~g exelusively.

They come under the puljJic weal, " '. . ...f '.' :-';i, •.". '"."."••
"To cite anexampleuLn bU1Haborato:ry w.eiare.st'lgyillg,the ;effects
ofmorphine-like.narcotieson the m01ikeyjrj t,M,hQpe;that,a; newpain
relieving drug .will..be fourid. lwhich rwil]. be;nonaddicting., During the
llist'lkyears ewe! have: s.yreene.cLflye17.60o.miw, r-drugs from.all of.th«
ma],or':ddmes.ticand(foreig~l:,pharma-ceuticalcompanies., -,,-This,.. in'.faet,
represents tIre. worl.dl :sUPIYly; :d;Tilis. program; is.,suppol1Mby ,con
triibutions: from .over AO,pharmaceutical, manufacturers Jh170uglvthe
Committee on Drug Addiction and Narcotics of the National Academy
of:;ScienceS'alid NationalResearch: CounciL,AnychelIlist"qomestie· or
foreign, may submit new compoundathrough-the 'secretalTof this
committee.fcrlstudY(:'ir~e'gends,tliema;ooiIrdaborat0rY'forf testiIlg as
unknowns under; code mumherp",rrd :tlie. information:ischanneled;back
tol1iBSupplier.'·.·. .,: . ;0') 50,· ...,,· "
! 'Under this ptogramweare-'a:ble' tl!dnaih'tain 'an,oi"!l'0ing.university
laboratory,for researcharrd tra:iIlingdnthis field oI,behavioral .phar,
macology. Industry retains ;ex01~lsi"ely.)oTd~ug!S"ntrol. Under
llr-esentGoverhmentpolic1~sFcOnducti1\gsucha;program'withNational
Institutes ofHealtli support wouldtnot.be.possiblesinceindustrywoiIlCl
rtot'11\ake the;comp'ounds ava,ilable't6:'our' J1aboratory!. .·Maintenance' of
a laboratory of this type by an individual company would be pro-
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hibitively expensive, and .this j~intefl'ort 'o:!\'theindustry reduces ,the
total cost of production 'df what mayultimately be-a.clinically-usefu]
c()mpound;w'.i:;:"" r.: 'i', _ ~ 'i;;:':-' '<',"': _ :':,:1':,

Lmight 'depmiifrom;my.statement. to say' that, several.clinically use
fulcompounds havecorne' out ,of this 'program, arid.arecurrently-in
clinical use. ,1"" ii'--

,.Senator MC0t:ELLAN.Do r understand you to.mean by-your 'sentence
just above there, ;"industry' retains. exclusivity of/drug' control," that
theygetthepateut;theyowriit!i '".' ,
;" D"SEEVERS;'¥eSitheyiownitherpafunt( ""'"
,'f Senatdr,·,McCLELLAN,:iTuiotheri words; if they send-you 'a'drtXg:for'
expeJ:imentatibu'andyoUideveloJ? it, 'theyretain the patellt!, "
'DrJSEEVERS: Thatisright:"!;,, " . "
, Seuator!McCIlELLAN;Aridyou say that if the Governmentmakes

a'contrihution' and-takes that',:thenthey arenot 'going to send it there
for~_;>,',i - : -',.',::;'/" 'tY,-: ::;,~_tI-r':i _,,--:,,-~,»~

Dr, SEEVERS. They won't send the druzsrc!': "ii' .. ",;

'!iThisis .one 'of our,biggestzproblem,t today :,in; ;pharmacology" ahd
clinical pharmacology, because.the industr,y'!will not send drugsirito
many' university laboratories;' 'becauseiofuthe' 'fact that' 'we:'are'sup-
portedlbyGovernmerit in some'ofour, activities,",,""', ,<:
, Furthermore, Ifwe;fiJId;Jor example,.thata'drugunder a-certain
nameismetabolized in-the bodytocreate anewsubstancei.which.turns
out-to; ihe the" activeeubstance.i this" new' rsubstaneerthen: icompletely
wipesout everything ,that;happ~ried'",:ith~h,e'oldioiie..:ltn;owbecomes
the' useful. substance.'.' Andoif. utilS' dISco'Vere@,m'aGoverument-sup
portedilaboratoryproject,tlieGovernment holdstlre patent. '
"So industry a~tomaticallyhrus:l.ost.itsholqover'tha~;co!",pou,nd,

SImply' because a newsubstance .which.isdeveloped bythe ,metabolIsm
Of',thebody now.becomes ,a' useful substance...qBecause'Offhis, many
industries',wilf not 'senddmgstntothe clinical-pharmacologists Jor
drug'deve'lopment. , ,i'" ',,,,
, 'Senator' MCCLELLAN, Now; is' the 'public health served 'or is it mot
served in the circumstance that you are illustrating:and testifying
about! A"e the public ihealth and-welfare servedbycpermitting' the
patentonany.discovefyto remain in the ownership of .£he one ,that
t,itnsmitsthedruglit'oyou!'" "i""

Dr;'SEEVER&"'We' fee1'i£,isibecause,itis mot possible,' tor' example!
for the, university to 'devel0J?';a~'drugiele~r"thr,?ughtothepoint of
marketingc. We have.riofacilitiesfor 'domg this.ii The. Government
does not have the facilitiesfbr.doing it,'either;;" i: ;' ; ; ,

,i .In :ract;,there'is;orrly onegroup.that can .operate .independently. of
the,G<Overnrirent,o'rthe,un'ivarsity, ,amdthat is'the' industry, .';They ;have
their' own 'chemists; their 'own;pharmacdlogist8: i'They;have"their, own
drug control laboratories, If necessary, they coulddevelop-c-whieh.L
think would :be ;exceedingly,unwis~thei:C own clinical facilities in a
group of smaller hospitals which are. not university associated," rv.
; SenatprMcCLELLAN:·,'I)his would liaveits'impacton the university,
'woulditndt!;. ",..',,',,'" , ,
:'.''Dr, SEEVERS, .Ntit only, 'on;the university; hut 'an "imp~ct' ult.imately
'on thepublic-healthr.for: the Bimple'iteason,thatmost',of, the smaller
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hospitals,ev~n!tllough·:tha,doctilVs'are qualified, arenotqualified iri
the··proJ:ilem!of ..drugdevelopment.... They do .not- have, ,the facilities
to carry on the Iaboratory work that is ne~ssary in re)ationshi.r to i~•
. ',Fuliherm<>re,' .1t; would: inthelong. run interfere-seriously with .this
problem .of the.ultimate .public health.jas. far,. as .new drugs. are-con-
cerned. .
."Inright csayjrist· for'. your own..information .that ·.90·jper.cent .of.··all
the drug. information that we-teach medical students-today-did not
exist 40 years ago, and 70 percent of ikdidmot."xist20yearsag<>,

This was brought about largely,byccthe;Jact, that we had a strong
cooperative .program of!Government,.industryyand.universities..dur
ing the war.: iThe.large:antimalarial' pni:>gram,;and·.the:lairgepr6gram
associated with the development of ehemicali-warfare promoted-such
a l!lir~ chemical development.thatmany of thesecompi:>unds naturally
were: found to. be ,biologically ussful.. ;This.efl'ort,;of course, mvolved
everybody's dropping what they were doing to work on theaemajor
programs to aid the war efl'ori.. ;:·,!, .. ";C'" ..

';.'Thill,.• then,.wa"'Tpr@b>;b'Ly .the: lJestr1l,xample 'of: a: Iargacooperative
efl'ort~venthough1twasnotvoluntaty..•• " .. :· .••. , i;
·.,Ithink· there are -stillsome, peeple.that: believe ·thatalldrug develc
opment should be carried.ionon this.basis, This -could be-done in
wartime; ·brtttoday,. to get: this. Idnd ofcooperationreqnires that it
bedonevolnntanily,': ..Itmeans:very simply that the interests ofevery~
body.[ha--:e.to;beengaged.. ;Itherehasto bem~tu"'1J;CSpectand confidence
betw.eenmdustry"Gove'rnm.\';nt,and.theUJ,llversltIes,·;.
':. Ido,n'?tthink ;it:is.• p@ssibl.etoladminiSter,o.r,legisl.ate oHegTIlat~or..
coerce this type of research.. It never-has been m thepast,andlI think
real-cooperation isalways.ona'.voluIJ.ta1Wbasis>

.Lmightdepartt fuTther.frmnrmy·statement simply, to Ray that the
pharmacologist-is ,notiparticularly iIJ.terestedin·excl\lsivity of'control.
Weare-interooted!l>asicidly; as .individual: scientists, iIJ. getting-new
compounds to study biological processes. MOstof these.are notsubject
to 'patent, anyway" except-as: use patents and theyarenot as. useful
asmventdon.pateats-. "'j ,., ';; , . .' .

•One otherpoint L would like to make, which I think has. not been
brought before you,:iS'that,a patentjn. the-dnugficldtoday is not
worth too much, anyway, except for a short-lived- tenm of exclusivity.
The r,moveuient,todaMiIJ.rthei drug-field-of .the.tdevelopment-of. new
chemical comp<>unds,is!so',fast that.about.thecrime "dl'1lgreaches the
market; a, petter one, IS ell! ithedrawing,boards,·and in; ayC!'r or two
it will supplant one that is currentlymarketed; , .. '.. r Tn .

Senafur,.McGi:.EuLANi,Let. me: ask.. you",a; questiomat, -this.rpoint,
What profitis. there: to itheGovernment and. the public, the people, as
a whole,' for the Gov!>rnme!)tto take that, patent or that new discovery
andiputit.onthe'shel£.1'"·,,,· .... , ., .

•Dr" SEEvEmi,Tdidn?t, quite mnderstand .you., What does the Gov-
ernmentgainh,,,,.,:;,,.,i.,n i· ••• ' nl ." ..: . .... ,'"
,·.JiSenator McGLEl'.LAN.! Yes.·, ,What wouldthe Government profit ... out
'O.~.it.., what. w.ould the pUbl.ic profit .out 0.£ it, if. as y.0.11 s.ay,.. by the•.t~e
you, go~ thae.drug .welldeveloped and on the· market, anew one '=,ll
·be coming. along. that 'Would probablybe. a. better one! and take its
place then, not within the 17 years in the patent statute, but maybe
2 or i years after it first hit the market?
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Dr-, ~;El'VEI!S. Lthink.the I 'icyear matter is completely unimportant
in this field.",:" -. "",' "iT J'" ' .
r"S~nator:MpCLELLAN",It.haElno.applic"pilityj . . .' ".
,pr,~;El'VERs . .The: ,Goyermnent would.mot .proflt very. much, to

ausweryour question directly. :(,,;.,. H . ,,' ..,"
Senator MOCLELLAN. Well, the point rs,;if the Government takesit,

and then. somebodyaccording.tosome .of the proposals-here ,w".s"aple
to,get.,an .exolusive .licenseto fUl'th~r.d~velop,refineiaudput:it 'on
the ,lI1)1rket,by the time they would do that, the Govermnent would
give them the license" for a P!'riocl l)f2or 3 years, 'andth.ey wanted ,to
s.pen.d $2.0.0;0..0.0.01'. $3.0.0.,0.qO'.9n... .it.'.' S()Iile1:lOdY.,elsem.. igh.,t,.c().m.....~"lo.n.g.,w.i.th
another :drug ror.an, in1p~qyed'productthat. woulddestroy,theirm"rket
for this one.
. 'iNqw"w1}qg"ill~ an<l,whql()s~Py"th.atsqrtoft1J.ing! ,." ",I' ., ,.• '
, .:Dr.SEEVERS. ;W-elli}IlY f.~eling ,ilh':llJ1d this is jlot derogatory-of the
Government-that by the time tills gets through the wheel~:l)frecltljope,
there would be two or three new drugs on the 1Iilark~tthatwqul,dTbe
better-than the onethatthey hljocl~r.atentforj" ,'" {""{'

Senator MCCLEiLLAN.. Well, t1J.iS,I~t1J.e pointTamtry.ing toexaIilin.e:
Although.the Government.may ,hllJy~:rnadea contribution to .theproe
es~ingandexplorationthat.discqveredthe clrug,theformula, the com-
p.o.unds, h.owe.V""er, ,Yo.,.u r~fe.r,toit,:a..1tho.,I1.g..h.., it m.a.Y;.h.a...Y.e,m.a.d.. e.ljo con.tri
bunion, thatis"the. taxpay,ers'IiloneYijlOwYOulJ.aye the :t1J.ingand it
becomes.u, discc>very" a" patentable .discoye".l' {that,m",y .b.aveuseful
bel)-efits, and.th,~!(tqyer'?-Iilent"takesit.,As YOll point, out, hy the tiI-ne
aprivate firrn .could get that drug' well.advertisedand .onthe, market,
and so, fOrth., somenew one may,actllil,ly; have come out that:wo1il4ihe
l" grea,-t,imp1'OyeIilent,tp theel<;tent that: this .one no Jqnger, would l1e
m'deql,aJ.:l(l~,:,,:::t;i ',' i."",:" i n

, _ " ,: ': >:::,.-,-:,:,: ;:"c":' :_'~" "'i-'!'.::[;:: .')r\J }('.,-!'r-,"
Dr., SEEyEIig.. 'J:'hat is tho.reason .it.issuch ahigh,msl< industry;
:Senator,MpC~LA,N.It,is,a1J.igh-riskindustry.", "':i," '
But .the (j1'igillator,iIl.wh()myi>11'areleaying,thecontro1'nowllS yi>u

r>"qp()se,wouldnatllrally.exploit,his product, 'in other, words, to try
to get.iton themljor!<et, try2tO.geLhismoIleY"\l,1;\t of it,anl1try to make
.ljo,profit,ou;tof it ,hefore ;s9I!l"HJ,ew drug-caine along.. ' ,.' i,,' '".

Dr. SEEVERS. If he does not have any incentive, this willnotbedone,
" Senator MCC])'ELJ;<AN·.,~ut,if :it is, given 'to him; if, he)owns cit .for a
.periodof.time, if.he own$thep"tentllJ1dthe'colltrolofit, ohy;iqusly
if,he spelit SqIile lJ).()neyonjt,hew:01,'\lcl undertaket() 'get it. on, the
marketas ,q)Iick;J,y, as-possible, to reooy!,,·,his irwestmentand.to.make

~;l»~~'§~VERS. .i'th~~th~t ,i;:~. :ve";'~~p~~t~~~'~ii;fJ.,Because,~~I
heard .earlier, from ;Y()U"stl],telJ).en.tto~enatorMorse,;~Jarge.fracti()n
ofthe .drugs that :woulclibe!p~tented.wouldjley,erreach. the market,
simply.becanseof. ,the fscts.that, ;1,have. indicated. .They.would mot
'beclevell)ped",,,,; T.'" ,,,,,,,,, . ""!
, .: .,sertati>r,'i\ii:oCLELLA>f. Wouid,th"re! 'be"nwre , of them th~t,n.ever
,reachedthematketiif J;he,'Goyernment tookthe.patentsto-allef .theIil!
"'Dt.I3EEvERS,?Iid<!>ll'thelieveso "
.·,rSeh,,;tor,Mb~N.Sir! ",

Dr"SEEVERs;:]lthillk'nok. . . .. . .. ......, . ',"
'Senator McCIiEci;AN. 'Well, I. do"notJ<now·.whethe"you:understood

'myrquesti()n;"Woi!ld' there he mote Or less <:>f :t!ielD; reaoh: the ma}<ket,!
Dr. SEEVERS. I would say there would he less If the Government

-,-_-·_1 J.-.... _l
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.r'Senator'iM'dOrlEt'LiiN'/'That'1s;'wnat'T.tltoli6-ht!n ;Les§ thaii'u&'iV.. "(r
Dr. SEEVERS. Less than _119~w._, That wollld,boe.nl Y opi?~,Qn ...~)r.:J[J: .sid:) n:i

It js, in fact, cllrrently, d~f~aUiITgC60l'eratibl':he5:keeli1j{dii$ttj·ltndtneuniversities.Tlie luniverSity'is slift ofill'a'Jhidd~e positibn~in ·t'iiis.
Senator MdCLELLAN. It serves both.. 'L.'.;·.;,,,,,;, .,', -". T','<'''.·'

.'.'Del S'EEVEiis!xrt's"j.v~g 'lIOtht, i,.; >" •. ....' H ';
'.' ;·:h>sca ina'ljte~ df'fi1'ct;joil's'e~; theulliversity ma~esa t~"m"tidous'c'oii'

m~~~~~tJ~a:p~t(~~t~~:~)t~~~~%:~i~~~¢~;h~:~PJee'~o~~t~~d~
'B~ttlieiihlyerSity'doesii'tget fuueR outoftliig ,!:>usin'essexceptin carry'
in "6rrits'iiatU'ra;FfU:ri~t,ion'OftraiITiiig ofpeopl~:""'" ,,(;. '," ,,' ":;
.' ';~eiiiit6j" MdGtRDUN'Ylri other' words; it'makes'no 'reaVprofit 'b)it·of
It .crc ; .... '

:Dr-SEEvERS. ;i'1le" lii)lve;t'sity ,a:besj,'t)·niak~' ,(riY$ignificllritprofit.
''< Seijatot'Mo(JLEBL.4N; Whalt,profit'it 'dOe$ ·h'jitke.'goes' bftc)tinto'tlje
pviQ:lic'servid;5;"'; ,'ii' "::'~'>' );.:. - :11:' ,;' . . . i"'-·'- ,,\,)

""DJ'i'SE)i)VERS. 'Exactly:: .,'''' J'" ..."."
.... Senator MOCL",LLAN\ AJlrigllt!'; Y~Uhiayre'sume"youi:s\ateme'rit.

I justiW:anted tog;e'tHle'~eblird:Vi:~ttY:yleai:atthis I'0irit.., '.."
Dr.$EE'CERs; T had' be~n sp\,a:lhngl1.bollt our la:boratqryfqr research

aridtrainii,lg'iii the:Held of beh~vi();riilrharmlidology:' TCite this as"
pr()veh:atidtis\,flil'e"aihple ,Of'voluntary coo~eraticiri'betweentWe'in1
dllgtry,ii'l1IiiversitYi~ri'd a <i.uasilgo'Vernme'iitalorganiZa~ion: lii'thi~
iiisyahce'iigoiid·scre'eiJ' i,tava'!Ui;lYle sin;ee tM'mdnkey 'shd",~'a verydos\,
jJarUlelisjjj td' man 'iullis1responsetb'thisdlasso~'!frugs.' ··Buttlj.is'is
rl1,rejYtlie c~sei)arid)preliminary~tudies 'on 'animals' must be carried
tljrotighitO;man';ri'drdertoobtiiili' asatisfactdryanswer. .'Fhe develop'
merit; 'Of'a' mwrketabl<i'neiv drUg' isrsocostly -m time ",nd''1J0ney,that
the role pf the pharmacologist becomes exc\,eding;ly)mRortaIW 'l'he
academic'pli",fuiacblogistcall neither 'conduct develop,mentllJ research
nor train studentsin 'the' -drugfield withoutdose'associ'ation' with-the
chemist:" I~estrictive' .patel),t'legislatiOIl'iby'c]ittirigJJdffthesupply of
chemicals: 'would 01l1y aggravate 'the acute shonaire of biologically
ti:a:medsCieiJ.tists iuphatmacdlqgy;!physiology, 'mic~obiologYi'and
all of those pasicfields df>n\edicine dealmg-wiW biological responses
to chemicals. . ." '" .., . '" ' . •
",Whatabouttlle chmnist! ,'For pra';tlc~l'vurposesthechemist means
Industry. Why ·nottll"'universitych.emlst! .. The answer is ., quite
simple.' Both chemists' and'pharmacologistsiil'especialists/Only
rarely do these 'specialists'coincide intlIe' same uniiVersitY"80' that a
joint effort}s possible, But this is not the m,ai.n. ppmt. Univer~ity

d"p,artJP'"nts of 'phai'jh,'iicoliigyp.avenei.therthe:!n~erest; th~Bpacel nor
'th\'stafftodd'l..rge"scal~.'drug ;screellmg.'Fl'ils',sa routmeantt. ex
pen~i'Ve opera~~pnwhich is possiblebi11[yin ;iildtistrydr government.

Take' an "eXMnple"6f' tIM university chemist 'who operates 'under a
Gove~ment-sponsored reselU'ch con~ract., He invents a ,neW:' 'and
pawllt['bie seriMMcomp0UJ;idsdesign"d to excl.i a~pecificbiolowcal
eil'oot which IDll;ybejIsefuVIll' human.therapy. ',Under'current Ij'0v
e:mnen~ practices he is unable.to utiliz~~he Bio!'Ogical.s~~l'El"'ng facili
ties of industry formerly available to rnm.: Smce.thlslS a trial-and
,error ga~e in whicheach cI,lillg;e in. ~hf"l.li~al,Str:u9t~re 'rp.ust:bec?r
'related' wlthobs"rved changes'ln blOlogu;al"ctlVltytheumverslty
'chemist flD.ds·himselfstymiea. in his'developrp.mitbJprogramiwithno

,', . ..'" . , ..j;'!,:', - 0"-'-,'''''''- '-. ',(!
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pl"c~t() 'g~g, bi9i6[H:'al,£~tirii,~()4~: "]ly'ed # ih~e, f;,iiliti~swg,~
ay",il"'l!I~,tJ¥re",re yeryfew lIDiv~J:Sitil\swith.c,b'emica),fa,cilities to
prpduSe a sulliciellf 'lu~tity .pf..aIle:'Yd.rugeven lor' s~,tisfactory
screem31g pUl1'"s.es,o" :'Y'~l) R,,?lpg'cal control ~'''100r\LtOr'esW.lP"arantee
tl,!" uniform pUFty, s~ab~ht:l',and m)rodu(),b,htyne~(jg$ary'1'a drug
before it can be subjected to human trial, .. . . ..<
" 'Wi,thoJl,tlo~~\Lb",TI)g the, p0!At,•sat~~f!fctpry dlJfg ,d,~vy,~\'P.w.,~M'A",i,c
not OCc'1rlllt~wabseIlCc qf mdllstnalkn0'Y-hpW' •.nd}i):ml'tle$.nd,
()pmlllpIlscnse,tclls ,;,sthat. this. ;Wi\l.:~p~· be :':yailab~e '*~rcoo~rativ~,
re~e",r!iP.ll.'"d~r 1J!f:'Y"s~il':at~Ilt restfW'~.W(\S, '.W';'i' '''., ,:"", h.. . . .,:C

, Curfe)'tNIH; ·Bphc,e~VF,'tu!111y; .rr~IIlde .JP,IJ.'t 11i').l,\'!')rs;ty;-1ll9usr"Y
research o~ drugs or chemicals at the eXploratory level 'bllfprelrat.eIlt:
protection is ",~sprcd. totb,eilllanpf!fcMr~r" +h~J~Wc bUlk. pf;lj'~rig't'ec'
s~\'F?).llllllle\lW';l ~hools :11' Gp,\'.eJ;w."'e"t-!:upp<\rt§,·':ri" O~1"'",tHiJ;'; a
d,cpartmeIlth",vlng, a ,dozenm\LJor,lIlvestw",toJ'$ W,th the,rs~udents
:ii!ayoper",t~.39 or 4Q.'individual research gr",ntS frm'nGoverument,
hidustry,orllc",ltll agenoies, makingifhllp~ssi!Jle tb'jnaintain ~trict
¢o~tbifrrier~?ct'YeeIl~T",lltswith re.sJ?C()t;~~aIlilUaJf<\pda~dcare,s'!.jJ~
phe~,.et ceyer\L.. ' 'F,urthcrITlOre,. asc;e'ltIst cpmmollly; studlesa.cert~ll'
f\Llll'ly Of drp!\?011 asinglebiological' system. He may pbtam these
drugs from .ado~eIl sP\1fces: .. '['pday .'~. pharmaceutical manufacturer
'YillllO~ risk sUbmittitigan.nuprptecteddrllg to s1)ch a laboratorylJc;cause of tllechancetll",Lit.jn.y ",ccialent~lly; or' otherwise heCom~
.ssociat~d:'Yitl1G:0Y~l?Iinl!lnt'-supported,esearch: '.' .", . ". "......... .
• AS,al1lelUper ()(tl1eph~l'Il:lltc<\logYPan"rW'hi\"H w'¥'assignedthe
task etfeyie",in.,g ~l1.e.activiticspf the 9~1l~cl'Cl1~lllbt1iera'py~atibtiaI
~ervlceCeu.tertPrtheWo,!lrldgecolll,l1l'tt~;th~,esultsof which wer~
published in "Bioinedical.SciencealidiFs MiidhiStration," weobc
served .that.Government, r~stIi.CtioIl8 includingpaten.f'polici~made it
~",ceedmgly,aifi\clllt and 89mplex f?r thos.~adl1liiiiSte!ing'thi~pr;ogralll
to carry on an .ad,equ",te cooper\Lt~ve p~ogtarn.'N e'ther.the GoveJ'll
msnt, as evidenced by the statements ofDireetorDt: K.M.EIldicott,
nor ind,ustry, from staterne)ltstp 0Ilr Ba)lel':'Ye!,e h",ppy'ltbout the sitjia.
tion.}jittle illitiatiye couldbetaken' by tll'; illdustry'which could
cprttril!ute t~theprogram asa:'Yhole:O~dphemicals whiohhave been
sitting on the shelf for mahyyears 'were chahnelediltto th~ Pfogran.i:
f:'0llleIlcwcPIllIl(WIl9~ 'Yere':)la),llfo,cF.u.red ~y indUStryljIV a: "()nt(a:ct
baSIS, w,th'GovernmenHmmshmg the spemficatlonS',blltmany ofthe
real leads in the field disclosed by industry researcWnever found theit
'Yay into the 'progr.m,at ,all., . '. . .<,. '...,. i
.··}t tSJllY v-l,e'W t!J",tcoopera~i<\n het:'Yoon industry, ",cademicinstitu
'tions, 'and Government; which is so vitally 'necessary to anj"successful
prOgram iIlsuch, '" high-risk. a,c":. a~, drug;.. 4ey~~01lI\1ent, ",llFrt<\t'.be
forthcoming pnlc~S sOmecl,cgr~e'()~',:"q!llSl,\"tyl?~!,allted to ~h.elll:
yentpr under a broad",nlj' flex,ble but UIl'fo,rrp. pohcy.Tl).e tradltIOllal
positionoflmiversity facultiesas.ii;rbii;ersof industfili4'ar;d Govern
ment .disputes suggests that, the umvets~tym",ybetM'bestlllstrum~nt
tjIrollgl,\Vh,tqh ,e)t¢l~lsiyitya!,ra"gement? can' 11'e, a:dinil)~syered'eSpe,
c,ally thosetelitirtg to GoveI'l11"ent.spqnsoredresearch}nthehealth
'field. F'.'" , ,','c' '."'" .... ,"'<."" .,.. '
•. ' In dosingpetlllit1rl.e to say .that I sense arising,it)ld aC0eleraying
'tidl'iOI disc6tihint '\tmohiliiliversity'scientistS 'Telatiug to excessive
governmental control of pharmaceuticals and other chemicals'.... ·This
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isw",nifest prim",r;ily as astrain ollup.iversitY-industry and indirectly
on illIiversitY-G:0v~rnWeI1tr~lations\vllich',h:.tve, flourished'. so•well. in
the past ih.~evelopfu~nta;ldr;ugresearch.lnt?:~1?l)g-raiig~interests
of the pnlil,c 'lj'elfare Governwent w?~ld lie'lj'lse not to alienate fur-'
ther thatsegn,el)t of the sciel)tific community which contributes such
a substantial fraction of newc,?ncepts and: ideas inheillth7relate~

researoh,_ . :,.' .tr-: c-;....,<.,'.' ,"', .,.,j'"
., S"nat~t'fI1:Qq~~LLA1f' Leriri~sayth~nhem~>l'ewel?tbceed,iI\' this
inq~ry,int]i.ese,hoarings,th,e"inpre cOl)cerl)edI 9ocome about the

g.r.avit.Y.·O.·.f ..w,..h.a.t.. is. in.v,o.lve..d~.o.re,".'.' ..;.X?u.. h....a....Te.,..•..·.t.h..e, p...1I.li,II.'c.in..te.r.e.st..atsta,ke,and.some.argumentls ma,d.,. th",t this would be IDthebest IDe
terests of the public, .rather than s9m,e ,;ther procedure.. I just do. not
:fi,n.dit,ea;sy., ' ..,'.",',"';..<" ... ,

l)r'~ElElyE"s,;It is ",,,,or;Y' .difll6\llra,rrq coWplex prolileIII:.' .'
IfIwaycomm~iIt,J ha,\,e)isten~~ t~.Yollr discussion with Senator

Mors,eaboutt]i.e matter; of uniform Gilvernwentpolicy,anq I a lll .ill
favor of unifoririity, hU~Y?n ca,nlloteqliatehealth research with the
de,\,eloPWllllt ofa,irplanes.Theyjustdon't fit in thesallle category.

Senator M:COLELLAN'VVell,what we really had jn mind, what he
may have had.in mind, and whatI' have inmind is to let the Congress
fix the policy.. But even when YOlldothat,Ido notkllow anyw",Y to
doeqllityand ju~ticeexcept·b:\' le",Vi;ng.a nje~stiIie or discretion in
someoneyin some public official, some administrittor., Tdo not ~I)ow
how you can write ast",tuteco,ver;iI)g-.ev.er;y·,a,sp,eotciftNs. '. ", .•..'. ".
',.Dr•.8E"iVElRs.. It i;~/pYP'lj',nfeeling. t]i.",tXil}]i.e 'h;ef):lt]i.-reh,ted sciences;
the last thing 'lj'e'lj'o~I~~~tto have ,w?J1ldlieiri'i'vis~legislation that
would .preventt]i.olongstandingcooperatiol)get'Yo~ll.Gov~rnlnent, ill
dustry, and universities•. That has reallybeellt]i.esolid foundation 011
which a.ll .the drug developwent has been based: • .'./

This llleaIls.that e",chone of us has to .c",rry on our own function.
The universitY)lasiPriwar;i!:l; a training function, and that of basic
research' and de.vel;'pment,,,,ndtheindus~ryh,,,sto PlItt.his into prac
tioalapplica,tiqll"",,c,,, ,.• ,.... t, " ..,,,, " <i""",' "', .•.,'., . " •.. '.•

Ldonot thinkei;ther<inecandel\l ,'Ij'if}1outt]i.~ ot]i.or; oreitJ1ercan
stand alone, and it wfllll.d be .an lIn'lj'isepoIlcy which'lj'o1ildintei'~er;e
seriouslJ;, with .this.type.ofdevelopment." I. think it'lj'ould, bq against
thepublic interest.j.: ',i '"<'i''' . ',,' "."".",.,,,., "

iSenatorMcOLELLAN•.. Areyonfallliliar withth~ bills..th",t, tIiecoiri7
mitteeis.collsideri;ng!.> .... i> i;. ". .• . 'r,

Dr.SEEVERS. In a general way. . '';-i,. "i ...."" :,'.i.,
Senator, ¥COL"iLLAN·:Whichone .q~ ,~h!!P:i)ls, .jn,' your j!idgmont,

comes nearer .to .carrymg .out ithe policy-or .philosophy .that yqu
a,dvoca,te!., i""''';'' •. ., ...•. no r: :,.. .. "" " •.•.•..•
. Dr. SEE"""" .•X,think .the ch",irillan;sbill cqri;leit]i.~clOse~t tPcap'y'-

mg....'. on-the.. p.rhl.·I..0.: s.oPhY.'..th.atJ.,.'beli~.ye. sho..·u.1.d.'. b.e}.0.1..l0.w.·..,yd..',.' '.. '.' •Senator.MCCLELIlAN.Wouldyon .havei any speCific sng~iqns or
any modifications or amendments]. .. .. •••.•..•. , .... i , •.
..Dr. SEEYERS..0biyously, Lknow ,\,erylittl~",bolltpa1!ents,J,mtllly
feelhrg is that some provision should. be made hy w]i.i(1]i.e.xclusiv:itycan
be granted for a period of time to those that have'an' equity in the
invention.IJ:()wtllisisdone,Ithi,¥, would take. :(ine~t",tesmanship;
.andthis is something that.you .andyour committee naye. 'l\irestle4 with
itlong time, . . .. .
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~j,. ,i" '~:), ,i ,;T,-,,'<>p :---':,:__.rv.: Ii:'> :"':"":;"',,' -"'r.',-'::,"':" i\l-ii ,,['I;'" 'je',"":',', _,~i}:t hav~b,ea,dt!l~ ~ug:g~t\1il, tb,at i:p\iv~!:,siti"(3.thltt c;>p~fa~e: iJ.n~e,
Government-sponsored ,e§earch,programs inwhich an,mvelltl(}n oc
curs might ,!>e the liC<lIlSor£"r apepo~ of time and makethis arrange;
m~ntwith the idea ,that th~UI1iversity would get a little out ofit, and
the industry ",ouldget it~ seedback, alldthe ultimate end would be
tl;i.ein},od~~tiollofap:ro~uct;mto,tMjliarket· ,..... "'" ,.,; ': '.. ......

:N'l"\V, this. seellls, ~tfirst blush tolllake Pl'ilttyg60d s~l1se., .I d"I1,'t
know whethermo~univ~rsiti~s ",ant to get intothis kind oflJ11~in~s.
But it at least puts it ill agt:ouppf nonprofit agencies,and would at
least plow back allyprofitsintoe~uca}\\mal function and trailling of

peo*:~V>r, l\i[C1CLI',:r,'\N" W'~jI;iB~ayt)i~)l~aiit,,,,hile th,e' origlnillidiJ.
tractorwitb,th~ G:ov~nlnienti~goiu~res~arc)i, and soforth, It might
very well be Claimed that if he Js graJ,1te~. th~];latentwlie,e tlie qov
erIlment make~a, contribution ill the,reseal'ch alld' devel0J:>ment?ost,if

,11e isgr!1nteq. !1pat¥t, 1\.'(\, :ivil1e:gploit it; and tJ1~re'fore he is profiting
(}ff o£t!let!1)'pal~~?: ,il1y~9tJI'1ellt: . '" ".,' , " ,"', ,',,' ,

. "But thatcerlallily ,wo)114 norl1PplytoYour uIITyersity. Youwoul~

be making .no ,J:>ro~t:, '1;"ohjre .notii,t.!1Ppsiti(}Il'tp ~xploitWorto
·makeal'roiiqrolllltlllth~t",ay. ..•........•...' .: .: .••...' .".'., <
" Di::t1I',,"':~~·rheuni,ve:rs\t;¥i¢q(}'i:tributl~g m~iJ.P?.we~;Md 1<n?)i,
)io",and .~:verythmKthat.!\o,~l+lpP.~11'~Wthe'~evelppment..",ithol1tall1'
Idea of domg any'thmg e)'ceptC()ntlnulngtp ~othesamethmg. ...••.

Senato'r McCp:r,LA"'::r dIiI,tbting thiitout toempHasi~~that you
are impartial,thatyo~are not actin~ £ro~ ~ selfishmo~h'e:,,:Ni>s~1fi$,h
mptlve~uldbe ~~?,rlbe~. ~othe11nlv.e~ltI,e~ t!r':r. seejrlllg t.o <T()'What
they. thmkwill p:tOte(Wth~.eOojJ~r~tI've WOrklngiLrrl1ng~ll1eJitsthat
'exist no"" whichl+ppiil;erit1ysoomtOb~satisfaCtory; ..•• Al~o;ui;iderthis
proeedllrethiLtyotigetierally. fcilldwnow, the 'publie,you thihk; ge~
the.greatest benefit from it.;" "",'....... Co., ,,' in'" ',eo', Co., 'i' '"''

; Dr. SEEVEiif'l'hatism.fopilIion.. •
'Senatprl\i[pc;p'r,L.AN. ,Th'at ~sxour,<)pini'?ff;
Thaiik yolivery much; DdetoC"; ....
Dr. SI'EV#s;'Thaii!i:,you"sir.'!'! " ' ... ' .' ...''''.'!j .

" Senator MCCLELLAN:' M'r,MJll\jis. Will ,you"c6iri,e arotiIid; please,
';'sir~:: ,':·'i' "! ":::f'J'! 'i,;;,,;,-;!n,fi ,(1)'Y~'::', ,,:;" ~!o !:-;,;,-: nr: ::,',"'

STATEMENT OF WMLTERA. MUNNS, iPRESIDEN'l'; SlIrIf:ll:'kLINE &
'FRENCB:r;A1l0~T()CRIES'iPHII;WJ)ELPHrA PA.'· AOOOmANIEDBY
'DR:1.•:KAPPq',ARK;vrdrpREsIDm\rT 'oFhSi.A:ROB: 'ANIl.I1EVELOPMl5NT, . . .. '.', ..... .

Mr.. BRENNAN. ¥r,. l\i[ullns, you haye apr~pare~ st'afefulirit:; Do
yOu wIshto read it' oma"eit prii;ifedin the record1".. .,.
·:Mt. Mu:N'Ns:lrf!:\ioilwiJ!;please,'sir.'" ; . .r r ' ,

.M,; ~~:N'N+N:lIaveitl'rilit(\aill thllrffCOrd!
Mr.:MuNN's.I'llr"adit,please., ...,.....•. "",' , . .• '.,'

,..,Mr:.IiRl!:N~~"",' JVi>jild Y\lU identlfyyo'!l"ass\lC1ateoIor!t!ie'r(\dirdl'
..'Mr: MU"N';;; Tbave that all' Hi mstateme'tit''' if' 1'.mit: 'raceed
'a&b'l'dingly,' •. """. "'''''''.'!! ,:""""~,,;,,,, ,.;" ':';,'.:'';',~'; ,,;¥::,P;,n,.,;
.: 'I a'riiW'alfei" A. MiinrlS';I 'i'mpresident 6l'Sniit'ir'KIirie '&";Ji'fe'u'Ch
Laboratories of Philadelphia, a manufacturer of prescriptiofi' \lrugs.
I am accompanied by Dr. J. Kapp Clark, vice president of research
s.nd develonrnerrt.
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'/")LU)'i '.r/;:'!."1I, ~ (-'V,;j\J:/ijj"/G,.;

)!M;:r g\lFYII8!)wi~,t~~C?mp;~H;Y ~t':F:t~<;V?X\"'WS ,,!:g;p' J!l:r19.i5.I Was
Jl'l:'11eq. ,,;.);wepr~~IMi\t,beqal":e ~,,~CUtIVe}}?e pr~SIq.eIltlu 1956,."llq.
WM:'l:y of.19.5$ M'a~ elef'ted weslflelJtO.ftlj,ef'0mflallY.. ." .... .•.• '. . ..
~'rhe ~i~J<t\ry. M'Si.llith )Clille~ 'Fteilcll:Labor,,;tpries goes J:jack
thrqugh Wfyearsof co:i~inpolUi.oper'atiOll.. M:oretli\t,ll5,;OOO ve()ple
are employed. by the comp.@~,3,1iOOlll.91iseountry.anq.about 1,5,00
,aJ:jr()afl. We.hitVe 30fprergn,spbsidiarlesorbran.ch.es,.andoWll and
.oPeratem'l:~ti.fa~t~.r\rigVlalltiJ In ~ve.foreig;ncountries. .Our products
'are markete<J. tll[o\igljoilt 'We.world: .' 'With anlluitl. salesaro1\lld $200
·'."illioll,.tll~.co)llpany}sarn,i;>Jlgthetpp·10pr'eScriptiolldrugcompanies
111 America and has approximately 14,000 shareholders. In 1965, we
p!allt<lsflepq.,'l:pollt~~.3 )llil!toll.~orresearclt·!'i· .....•...•.. .. •.... .....>'.,

I llaverequestefl.an <\flpprtJihitYN'test:ify..b;eforethis. subf'0'llmittee
ill orderto.ooi!I'llelltb.roitdjyitfI'fl geperajlyon We iI1\PitCt.'lPop my
oompany:or~Pye:rllm~llt.Pit~lltPQgf'Y·;·.,,,,.:., ' , '..... .

'.' '.'~~!Wlllq. like tPe)llpliasi4~' ljl)Weverc,. tll'l:t a~thPllgAill thjs.testimony
I represent the point of VIeW of Smltj».qme.&.'French,~.am also
.fiwMy,convincedtlj,at.I r.evresent ,tlle'1~eresWof W4-'lleric'l:p people,
Qur coi!I!)'lp'iobjective .iscertitirili theh~alth ofpW' Nation" which
has already so greatly benefited by J,ljeq.eveloPrnellt of the break

..thpmlW .1~gsP1\1jo.,h!W,e ,waptiGal!'.Y.eliJPipate<).som~ .• di~eitse~" arid
,gr~at:1YrNe<;lu0e4 W,~ <J.eaWrate "!Hil l,el)!jtll.P f.IJ!nessfrom.others, Our
obJectrve.i!I1\stbethe mpst r\1v,!J.;p.osslb.!e,,l').e;velop!Iientofnew medi
cines, l'Pfl;'\V):rat~:v~rlegislatiolli~p;r,;po~."'q. should ip the public inter
es~J:jegeared t'1'\Var<;ltbe gr~atest p'l)ssiJ:j1e sjoiriWlatipnof medical and
;iJ.r1\gr,~\1rch,,+ ......., ." •.r.,.,,,';'" "I" .. , h··.... .... "... < "',
",'F!r~t,R;f·~V,l,wl»))l<})ike to iin~~e"Glel'r; !th~.tmrnel1.q.ousgulf ther,"
;~~i i 1}~ !j;~~EtP1~ ~1~e,J,~~~ec~F:?9-~~P:rt:;;, :~H-~!:rp.PI!YY\; ,&-ep~~p ,a:.'I1~'Y:-?,p:a
Pitl;eI\taple Hl\pi!I1p,>rl.f'Prnpoffi1flapq.lh,s~feitllfl ~ffeCtIvp.iriedicineIn a
bottle that can be usedto treat human bsings.; , ,.', .i. roc. .,.' r.r-:' •.•"

I should like to begin briefly bYAe~ribt1\gth~ba~~gr;o1\nij. a~the
latest product we introduf'e<;l;.a ne;\Y,<J.iu,rpticdiscpvered,Ji:y:'.mY.oom
pany and marketed in 1964. The workPPtllis.productis typical of

. pharmaceutical research and developmellt;.;Wh,eth,eii' or..not Goyern
.mpnt;fJlllgs."lEe.ipygI):'§<)., '1'1l!J. a .c1esxrlpti"iroflt 'jV.il1) pbeIievp, give
'you an Idea of the great amount of time and money we spend on our
R. &D. programs. . . .

:In:diiiatjj'iltfoifI tlii,'itreatiiieJit of..wtltet. ret'entliiJidli b:Ody.tissiie·'£tOIi1
'S'Vlfll,IYi''!';l'llYWg';Gl'1l,~es; .thi.s''prRfl1\,f't1.j~ ')lfJ'ef'tiyp,;,n"m,,:nY; patielll;e;:re
.sist@t W"otlj,e,,4iqretics ianQ".·ille.olllPinatipll"with-, other..diuretics,
potentiatestheIreffecC Itnasthe'advantageofnot 'ciLI\#ngJ\i.loss
of potassium from the body, an undesirable characteristie"of'iri'llly
,pther.q.lur<l,tiOs·i".:.."".'(',........ """Ii ·dr·, ·.. ·c....'.. .,', ,.

'This'compoUrid,fjv'llq~ ;:,g~er~G::,~me~ ~s -,t~it\)n,'t,E}rf1ri~, '~~~~,qi~e,b:v'~re¢l
as part of a program of' reseai;'Gh,;)v)\)~ef'e,P?lldu,q£ipgpri,diui:etic
agents, and a patent Wit~~PFlieaJof:iiJ.'19'p9".';I}h6nglj,jt:i8impos
sible to allocate the exact 'costs; the '~~B~J,i~".o(this.pat,eJ,ita)jleiriyen
tipn,mg!'itqly,q.;<).Jwt ,e:s:?~~q.,~5q,R,ol!.:r ';I;l).ri}, A'l:nWt:l)~i;ij"j ()t~"tt of
'the .J;"searc);C ani!, devell)PllleJ.1t: effl)f,t, ,the., tra,n#orml'tIoll·pf, theo,om
'pound 'tnamterene' mfa'{he'medicine 'we marke£iihder' the·tr~cJ:~wltE!<
A~:q;YB''!il}m;!IJIT,fi'§iN'P~l<,:()lit i9.,lIFffili,wp, Pqo!f ,Mify)ar~i *J,i'ti:C?'~t:o,ver

;~::;';;~i~' ij;;::;;';"!!,'I;,,;',t;r;;!::~t3)~;;; ,,;rSO'l:f:r,'ci"'! ,. ';i:;;;; 'I;;;~,~;;;r ;;;;~'f
;)~T;i
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.•,4-SJ]l~;;tl'pl~ [~n[,J,llY .p~epaIed,stll.tii"J;Ile;J)ct .iniLicat~si,ou~faGthity::f~oJ;Il
t]lep~gi!hnjJlg,pf! anil)laH~ts ttjt]l¢ !(lecision.to-test inman, requieed
1~ 'I)lont]ls;oanil. ,cost"iB350,0001.from tM,beginning of dinical ,testing
to,new.,(lJ,')lg'll.pp!IcatIOnsupuuesIOn,reqiure(l,1$ months .and a cost of
$735,000; .andfth~ndtQmtlwMrne .thenew.drug application was sub"
'Witted to ,the .t.imathat .wereceived Food 'and DrugAdministration
.approval.to.market required 33,months .and aCQst.C)fa,.little over.a
.milfiondollars.. ,(flwsuJ;Il total: of allt!J.i8 was MAl· years; of ,time, and
,a.littleb,etterthan$2millioncC)st.,,,,, ,e,".".", .,,: [' :1/

" ': ,This. was.•a]la"arE!;(msiSPecul>ltion;. ': At, any' tirnEjdu);mg 'thispi'Qcc
essche pr()ductmig]lt havebeen-shown to-have sC)me,propeITf;Y that
would-have made .1tuns.uitapleA'or; human. adr,ninisli~a,tioniand, our
'YQrkTand,expenses .to ,t]lat(laliepwc)llld.,have, gone: f()r, (nQlihing.. ':We
could ,neverhavejustifiedt]liscsp€jJula,tiorlwith91lt the exclusivlty pro-
'yided'bya patient. .",: ",', .,.,.;,,: ','" .':,':

In the case of Dyrenium.'therewas, of course-no question ofPatent
,p~ptection.:We]laye thl';Patentrights,: Thecost pf.t]leoriginal re
.search andthesubsMuentdevl'l<>pl)lE)'p.t.was Paid for by ,sJ;Ililihlqi},e 'Q:,
¥~ench Laboratoriesalone, ., .'. ".r.. .' '. '.
jButmanYPI theilllPC)~tantdrllo-s,now in us" 9~ .underrcurrent. in
vestigaton: have.been .disc9vere(lli~roughcollaboration .between :aca
4e14ic. .sci.en.tists. .and .drug companies,and"wilih ·pmpell '.Iegislation,
this collaborationshould .pecome eVellmC)re.pr()ductive:in ,theifllture
PecalI,Se.pt,,t!J.e,grea,t"ll"pallsiC)n, in. the: 09Vernm'¥it's:.inv~ment, .in
m3<;lica!research, .' MthC)ught!,esupp.o:rt)lni~t¢eisull'dbubt¢dly faP,'li!iar
WIth the process of collaborative r"'?earj)h,lll.the.jle~lth].jield""Lwpuld
.like toamplify, certain 'aspects,ofit,iswce'it -is.so diffeJ;'entifrC)lllthat
.in certa.ill. pt)rer fj.e~ds"",]lere!the G9Vermnentnqrma!!Yi-lll.akes Itr.e,.
sea;rc4,c~:mtp~qt~i'~h.: a:PQ!nJ»;'(~rGi~1 G9n0~rn;·"._;- '}-') r;n!, !i;,\iJ (Hi {'iC,:rn:/ ,,;ii

" .Wjlat, P.SlJ.lJ,J)y. happens.fn, the-health 1field is .thisj.1)!ieJG9Vermnent
makes a research grant to an academic- ~9i~p.tist!iJli;a,p,'!npwfit i,?-st\
~tllt~OJ;l,r:$u.ch-. a,~: !9ne:,-9~-: ,o~l\g~(3,l:t~< i'¥lly:e~~tl,~~,;_ )~? _:J,'J?,ve~t;Lg~t~!a,.;g~yen
nel<;l,In ,~]lecpurseof ,thl:SlnVest)gat)on\,the:~C1entrst:d,lssoyer.s'lenew
.c:()mp9nnd, ,put he.does.not.know .w)rattl1ISComp91J.lld. )VIII :<;lo:.t9 "hue"
'm,!n ;beings;, •• Hemi1y]ll1ve a. hunch. that, ithas, ,me~c:jJlal',use,!\ecallse
of its chernipaJ.r.elatiglls]lip tP!k;no:wnmeclicjJlaJ~Il4>,.j tlupw C:!111f"
,)lOt Pe.s)l%.ancl the oddsagainst it ,beingI1v""lua;1:)Iejneqiql.Ye·are esti
JTI.a~.~ i0 lie).,,9Q,ot9::1:., It is. r ltre,+l\<;leed,,that,ithe, ghellli,stii1as·tJ;!e
)Jl()logipal: qata ,ap()lJ.t..liis:.c()lljp()ulld.)lpoll'Which.to: base .11: prediction,
, TheollIY'Yay.ill :Whi:c:h tJ;!e "1l~4icinal.v:alue ofJ,rjs;CPlllP9Ull.cl c>tn!?ii
demonstrated is by exhaustive testing,first in anil)la!s,t!J.ellin]llIllli!Il~.

J;<'pr t]le ;'llostP\'rt'lIniv~rsiti~, do,n~thave'the ,tillj¢ ~n:<;IjtaciI.ities}or
.t!.tl'req1.1jred 'J'llll)lal,t~tJ.Ilg,i!l.9rls, t]l1S type,,of te<3ting .~Il:I"ielimg'Yith
their aead,el)l)C :prirP~e, .):t ,'s '!9g.ical, .t]len" t)rat.t.lW(lise9vere~. C)f.a
,ne'f. ,cpJ:l?,pqulld,gO:es t9>t,dp,igfimt 19r 4~Ip:sin.c.e,;istM sltlicommitt~
k;n9W,s, MlPnstry,d,ffls¥.ave,C:!!wple1;e, '£a9)li,tles, '!1\l:d 10n~, exPeriell"'1,.W

.t!J~.ti!!g....c..,.p..el)l..iC.i!i~l..n.,!'\lni.m.,.. al...s...~!J;<'.Pr.,,.~i!'.a..mp..J..e..,..·..in......~9. 6jl,.)::j. '.:&:':.~. F./i.lI.sed
'Wore; than; 50Q"PPQallN!;r!1I~lJ,l.11Js·testl'!gpr;og:raJ!11" ,:i&tme, ,agalll,:e!J).,e
.p;q.J',SI,,~,.tnat.!~Jl<.l!I: Mlst§jO#~fjtjre; H~Y:j!~'!ty.1I\ JX\llpli}'9c~wlii!g~,caI) He
jga1p-~G~·aJ:ll!llt;,th~,&)i~rape)1.B~:Mtl~ll, :,,4,;";,clrug :bef9l.'ll, 'it:l~e:V"!11a#4 ;rl).

~-tli!~~~~i[~iin'~~liii~is'lii~'~dd~~(b~~~ni~~:b'<66~I?1'~i('ih~r~~~ ~~¥ii!
ods of testing are often invented as the investigatIOn proceeds. For
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exainpJe; in thll' l'esearchoiL Htedij1t'etic,!,roject Ii me1lti\:>he'd,'cl>ii-fen
tio~aN~ts ih:!,d failed to showdi~retic.acti"io/?and0'Tthat :basisth~
compound might have beewshelved:', IndevIsmgways'totllSt other
ag.ents for diuretic activity, .however;ariew tes,twits' developediand
this test ~ev~aledth",t'{urcop!poupd'di.d hiwerdiureticactiyity; '.' .' ...

Afterlt,lias been determined mammals that acompound has an
",ctivity\Vhich"suggests a.~edisally.~s~fu.I'eifect in hUniansltheev~ii
greater hurdle 'of/determmmg Its 'activity, safety"andeffeCtIV~nessIn
man must beo:,~rcoITle. Drug companies 'wGrk,~losely with hospitals
an~r;othermedIcalceiiters'to-study: dru.gs .in h~mans,andithey:have
techniques vand» specialized' skills! for evaluating' theresu'1ting': data.
This ,phas~of:developingamedicina];p~oduCt:.kno\Vrias.clinicaltest
ing, involves 'hun1redsi?~physlciariSfth?usands'of p"'tie~ts, and, takes
at' Ieast '2·yea,rs.to '~aITY outO'''I1f the:evldence'.shows' that'tM'<,lpl/;'is
safe and effective in humans, the final, step.l~ 'to 'secure niarketlllg
approvalfromthe Food and Drlig'Adnii~istration.. '..... '. '. .

'Another complicationin this't>rocessTihave been describing is the
development of •a suitable dosage 'form; on~ thaV'wilrpermit the
patient's body to absorb and utili~ethe.actiVe irigr~di~nt of thedfug
prodnct.: '~orko~lthis taskulJegrrisJawly'e"r1yin thepr6c~s'and
requires 'tl;.e 'solvilJ,gofia'Tumberof difficultte":l)n:ical problenis;' i".
J'I'have 'emphaSIzed ,the role Of'our' Industry' Inmajpng"Wri'Jedie'ilie
av",HableW :the, plibllccbecause:I wouldIike' .hesubcoITinii1ite" ITle~

iber¥'to' be;a:r' t]tis'pointin'rnind as, I'llo\V 'dis~vss·th'e,kind'ofI"ll;teI\t
pohcyi:]belie"~'isiiieeded !to'stimulate'1'Irug''res~arch arid 'tob'rifigii~w
1.~edicine:Hothe::American.p"'opie( rf . ',r' ,i" ..rr ... "i, (

First iof·a:l1;}s 'it not, tr\ietb!at,~hek;eystoreof,a~oundpolic':Y asto
Gov~rnnient :n.atents is 't?.Ia;)" '?ut .~'syseelil"\Vhic,Wwillp~?du?e the
maximum utihzatlOn of InventIons. !:for 'the'beneftt'ofther>ubl~<;?"
.' With'''lillt'''imulil,'utili'zation '1iy;tlie public" 'as tile <;rltetiQn, 'certain

facts WOliidiar'pe",r'pertinene: ('':'' .•.. (;;' .'."r
;"1: 'Our :Americanp.atentisystllni'is:,InioW~iversally'considered.as
heinlt0l)'e:oft~em:osVp6tentfa<;tdrsptoducing'thisc0'IT!t,y's. indus
trial' and' sciantifictprogress.."It'is 'based' on 'the .pr~mise· thll;t the
gritntipgQf ma~ketin,gexQ1u~ivittfor a giYenp~riod of tim" is t]te
bilSt wayofb,ringi:r).g heWinventionsifitdwid~r'read~se. "'..•.' .... ,

2.: If ~his 'reasoning ~~'~o~:trd;itisol:i,:,ous'~~at·i~rFhollld 'll;IWI,v;, ~o
thehe",lthfield' tothesli-me'emelitthat It' ",pphes tp other fields, A
newc~emi~al compbundwil1:Il.Bt'he:lr".asiek 'pel"Son 'ulitilit.has been
'madeiIJtdamedicinei 'and the\vholiJreason forni.eaicali:esea~chis.,to

11e:ljYCuresickpeople:; ..'.' ", d /' .; ".' •••• ' .•.. , ••••

co~~~.Foit~~~;~~f~~t~~rwrerin~Y:Jrt1ri'~lIlcl~t~t?:li~~~~t#;
l?ll;niilS 'islike.ly ,to slow:.~pth~ d~v'e~o,p;til,~n,~, ofre'Y,lfi.e~li?ifieS,.:.
',', '. AsLrnentioned 'e",dier, the <,llsc,oveJ,"Y'ofne;v p!edlC.ITles sho~1d; In
~h~'.P1iPlj~m,t,e,fes~,!?iiqte.:an,cr·.~6~~.3,livo~v'e:~~~;c?I1.:,~?ra~i'?'n ?r'1?i~
verslty sClentlstsalld ..• drugcomp"'pleS. "·Fopreffect~y~,c,?llabor.at'OI\'

bot.l.". 'the.':Un.iv.. el's.it..y,'s.e..~e.. '.'tis.. t. a.'I..a..''r.h..e.ddrn.'g.. c,.:~>.hP"'1i;Y:.·. m.·.u.'s.t,. '.1..1.",v'~, '.n.c.~n.'..t.iv:es"fii:st to:.invent.the Coni' .o)lnd'anHheiYtd'mak~',thespeculatrve
'in.v.'eStmeiitreqilired tottli-ii. itiilt.O. 'a; mea.,.d.iiey'. These 'ince.·.n.. 't.'i.".ils'li.a.ve
traditionally .been provided by our,patent ~yst~Jill..fudee<,l,th,e:.en'-
-n i:1:!'! ?f:};"; :fi;!t; ;'.')!i:-,iH'<::{H,::C:/ii,' ;.:,,,,( ,-,::, <,,_:.',',Liu~ _',if ': ;<:):. :.',;; !'.;

: :'H\
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couragement to;invent-,."to ,f'promote the ,progress .of science't-e-is the
onlypurposeofthe patent system. "It seems.coutradictoryto remove
this incentive from the health-field. .' . ...._! -r ,

InI";y opinion, th~ex~stingG:overn!l)entplttentp()licyfo.rthe lWltlth
fi~l<;ldlscrun:.mates .,ago,il).$Cc ,acadel":J(':yldn:stry .col1a!~orat!pwby •p~o,
v.I.dl.IJg" _th.".at., If.G.....o.yerI\.men... t.l1[o.:ney '.. ~,g.1V.. e..n.tot.h.eumvers.. lty ~cl.entl.s,.t.,
the-Gover1l1Uent •.;takes the: patent.•rights, .,With rare exceptions, the
1)1liy~rsity,t4~!)illiy~rsity;sQiel1,-y~st,:_Qr,~:the4!mg'firm,- iwhicl;lim,ay, -have
spent manyhundreds ofthousandsiof dollarsIor development, do. not
get anY,e'l'Ch,l$iye ,ights.," •"',- "ro" i.'. ... '.' : . "..

I 'can illustrate the complications that now arise under presentpat-,
elltpo]icy by" anothetexample from pur, own experience•. Back-in
1959, my company 'began working with a university scientist who.had
been studying certain steroids.fOr several years under a Publie Health
$eryice.g,ailtgf$2.6,000·aSear, .., ....., .." ..•' ...., ... ,

We have a program in the fleldofatheroscletosis and-heart disease,
and we were determining the effect of.oompoundson ihl09dichplceterol.
This effect was not one ofthose.specificaI1Ymlder.i.nvestigatipn-:by·the
scientist, nor was it. contemplated, in the PHS gr",nl.We'were,ahleto
demonstrate through exhaustive tests .inanimals Jhatithecomp01)lld
in question lowers the cholesterol level of blood without the side effects
which, in the past.Iiave limitei.the,J'lSl'Q!Jl);],er,dl)\lgsxr x,,:: i. '!.

We are no", 'at .the, point where thecompoundshould ,be,giyen·to
humans for preliminary evaluation. '.But. to date .>lie have beenunable
to.conclude an agreement that will giYeusreas9niuhleexclusive:rights,
even though our investment in development. already.amounts.to aP
pr.oxinla);e.lY $2.50,,ooo,.and.may we.ll.• a.mp.un.toto a., coup.Ie o.f.million. dol.'
lars:OOf?re.thecoml?onndbecomes, a.medicine for human, use, ·.. Weare
contirruingto.negotiate; ....... , , J ,., •• ""'J. , " '.':

Senator M(JCLJjJI,LAN" ~QWy as L understand it,this is It case where
(he .Fedeml Governmenthasmade ,'kiCQntrihlltipn to.your, research•

.Mr. MUNNS. Not to my company, sir. .:
.Senator J\l[OCLELLA"", Well,] mean-to the university, """'.,,
Mr.MpNNs.·~p,£he-.uniyersity, ""her.e the scientist was ""orkillg: :
SenatorMOCLELLAN. Yes.,., , .. , ......• """""'.""
Well, you say, "We,are continuing to'llegotiate.".Wh()js£ryiJ,grto

m~goMate~ . .;', :><""r<,:( id :-~1-!i' ,,:/' /.i.;'·:,j"';',·,J/',,-''-j,r;:':r',::':
Mr. MUNNS. We are .tryil':g to negotiate with, the, uniYCl,sity'()r:£lle

Re~earch,CQrp:.;,the__ lfnlverslty's patent agent, or HEW, or~IH,as
towhatkindof exclusivity may he possible under this arrangement:
. 'Senator MoC)LELL;l.N.. We]l, If I uriderstand.Lhis is a casewherethe

Federal Government, the' NIH, has made acontribution to. your re-
search effort. .
_Mr.MUN>rs: erp that ()ftheuniversity, ,. ."'F.

Senator McCLELLAN. The .nniversjty.... i!3utyou· are .the one. that
discovered the product. ., ',:, .:-.:'.'

Mr, iMUNNS,·,I)isc()yered the)itility.()f thancompound., . .....
'Senator McCLELLA¥. Theutility.ofjt.)VhatAOYQumean by .the

'.'utility:ofciW?,::,::. "" : ". ..."
Mr. MU>rNS. A· different utility than was anticipated Ulld~r the

grantsgiveu·hy,the'NTII. " .
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.•.. 'Senat(jrMcQ)L£mLANilri,'other'wOrds,the 'grant'wa~ given'rOr one
pnrpos~,aIid'iJipursuing th,Wpurposc :yOu •. made'the. other. discovery.

Mr. MlJNNS. The grant was giver!'tti.tli<nmiversity. Thefindings
of thatscientistc;were published; We ,became 'interestedin the Com
P?unds becau~ 'we were/workilIg with steroids, and",:e askoo;whether
,:,,~could examine thosecompounds ~nd'putthem:throughour'sc"cen:
mg tOSM whether they would have some value inthe'fi~lditlwhich
we wereiJiterer<ted... That was agreed'upon,and}hen 'we worked
with those 'compounds and with that 'scientist to: some' degree," .

Slenator MCCL"LLAN. Now, yo" have gortento 'the point ''ihere ypn
thinkit does have a valnet ".""..'.'
'Mr,•MUNNS: We think it doeshavearmedicinal-value, W~don't

lnl'O'wyet.'·. . .'. . . .•...... .,' ' , ..": .. , ..". ,.
'Senator MCCLELLAN'. Yon don'telmow.·.· ';" I." ;;

Mr.)\flJNN~. We know it has a use, put whefheritisgoiJigtohe~n
a'cceptablemedid"eisstillquite llnkrt°wn. . . .' ,', , .•.. ,

~en"torl\1'cCLELLAN( W ell;it "tleast ~ivl)S somepromise; .
Mr:M lJNNS::Yes,' sir;'it'gives~om:epromise. ....•• ' .
SenatorlMc0LEliiiA'N':' Enough thatiit would !beattractive to you to

t:ake(therisN:if !experiditnrl)S ill ~xplore and. develop further and test;
an:d'sorotth i " " " ' '' ' ' ' / !·I.' ", I •• ' , •••• 's.: ...• c' ,,' .... , •...

Mr. ¥ UN)'<~. That'is 'ootr"ct;yes,sir. . ,..... r., " '.. . ':•.. ' .•.••• ' .'.

!'\Senat'liM;cCLELLAN'.Which you say may cost aSJ1luch:as$2.million?
"MrLMuNNs' It conld run that m:uch;,yes,sirx '.c, , ,: ",
,.!. Senatior¥cCLELLlI.Nt Now,'wqat positiolI ~~cyolJiJiifY:0ud.Ofi6t
g"tsome~xdllsiveuseOfitq!;r ..."':" '.0'" "'.""

'Mr,;¥uNN'S. Well;i{there'Wereno eXd)1sivio/at>all"sirVrqon't
believe;we 'could 'afFord ito'run'th'rouglf 'tliis 'wholeprocessof 'ilev~lop

i!'ll". ~.medici~e, bec.ause, t~en .t~e.w~lOle ilIfprrrratto!",~uNbe.iri.~he'
pubtlC domain, WhICh wO)1ld'permltourcQIlljJetltlOn t9 mov~'l"!'ghP
inaHhtl'same'level 'Weweie; 'with np'expenditures( ",We'hav~.goyto'
recoup. , ... _ .. .. .. : .. .'1;:'; :-ur;';)~';~i.:-:,.:,,·~(i :C<?<'l /':, ',. ~.T.;i,- :"'.::',"

Senator MCCHlLliAN'.. ltiother';Wofds!.y"u might'i~pefidal1lillion
dolli>fs'orrit' afidtheti' findout' that/it 'di'd,rriot"have thevalue you
thought, and thatwouldbe a loss. ' .. ,,:j~T!i'
" 'M,;r;'MuNNS' [¥es;' that'woulilbe 'dOW11' the drain..

';;~~~~b~~?~~i!\,i~)It;w.?uldbe do:v~tjI~ d~~ic'\'{i ;;i."'3;
',':.- ,.Lr~ .. ", :., "", ,'-, .:' , _ ','.' .' ....... , _..' " -. <.:,,', " ": _',' .' ,i _: .' ,,"', , . .'.'.' ,', _",' .~

?iSenatot'MCCLELLAN.NQ'IV',ir.y?u spend,s"'Y'F ~2inillioii.J Qil'it,and
fonndit'did have 'a!valu~, t!I:¢nwhift 'is ypur 'positi\ifi?:i:That< vou
should ihi>vc-some protectior\ 'arid s'9nj~oWortunit1'toTeG01JPtrat
hrvestment, plus a profit? 'UC.i! ii,'>' " ill!" ''ii' .

Mr. MUNNS. Yes, sir. .... ..... . '. ... .... ',' ,
Senator ¥CCLELLAN. A,1).d thi;!iOfiIY'wa;y'y\mCan do' thiit isiby'Ii~v-

initlin'excltisiV'eriglit.aSgrant"d"by',j,ipilteiIt? .', '.' .,. " .... 'i

Mr. MUNNS. That is correcu sir. :" ." ,'",' " .,·:r:.;,
Senator MoGlafilljJA'N(;:}yell;1iow; ;tp:e"ar!Wtnenthe.re}~,III'a1b¢, a

lidense shiilildbeigivenlto youJoi' just' 2!0i' 3'years;.!, .; ) .": ;r' :,;;", .
:Mr. :MUNNS. Well, if you will Iet me finish l))ystatelrient\~if;·'dd;get·

ilito tltat~'(L:·n..'::;rI f')!jJi); ~o;':'..\' 0);; ~,~ \)i j : .:;,~·~:T/:.'i~r;:~r~.}~t ;,:.1).?{ .';:h
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·'Se\la,t()FiVr()qL.~L£A.ti 'Y~tj '~en:' r ')lI1\iehelt~d'~() much' bf this
already, IC~\l.~lin<.l<3t l1nticip~te it.

Mr.MttNNs. You know it.by heart. .' " .. '
Senator MCC~ELL"N. I do not reallymearito i#'ahena.M you, hut

these thoughts arise.. Allright, proceed. . J ust go .011 with your state- .
ment, . .' ..' .
Mr.MtJ",~s. Veryw~ll-. " .••• '. ....• .•...'.••.•.. '........•...' . ...... .
Thesitua~ion.J l+ayejus~deScrihed wi!lincreasingly loB a .probleiH

in the future a~ IllQrBa.!l4 mOI~:B'eife'.:\,Lwoney iscpl1~':ib1'ted through
gral}1k3 ~o_~osplt~l.s, -~~-nV~r~ltl~E?,- _lli~,tl?eatf3'~h.o9JS", :a:qd ilTI,edlmd :c~ilters'.
Can drug firms collaborate' with the~ei\lstitutibns11 industry is.dimied
a reason",pl~ equityil1 '.:~sl'ltin~d,j1iCove;rie~ i¥ydw'!ippinion is that

. drug firIlls will hayeto shYl1frl1y'fronisllchc6ll~borativere~earc~
under existing Government pawtitpolicy,as ind(jedthey arealteady
doing. ,,:_': : __ ,::',':,,"';' ,;_~' __ ':' ~:_, :', ,"". ':':"_ ',;"",_". .,'",
.~ .•Senator McC)'!"i;I,A":' .'N'0:,:,i ~h~'.:ey.?~~;?i>ncll1d~ .!1l".tse~tenge liysl1i.-·.
mg; "as indeed they are already domg::' . Do you 'havecoIfcrete eVI'
dericeofthatwot'k.1 .r '•.•.•.. '..'.' ..••.•.. ,. ••. ...•.......•.... , ,....
·l\1'('MUNN~. I think th",toollld lie deyelpp~d, sir, ''l'hewitii~ss'be,

fore me laid stress on that, \fhereother drug cotilpariies \iv'mf
h~ita\lt.(.. . .... ,.'. '" ..... • .' ... ' ..,i...•. '.".
'Senator' MCO£ELLAN:'Do yoi;hav~' any 'pdrsdrlalkno\vleage .0'fWch
aILins_t~n~,~, , "" _'<' __ ,':' " ,'-,""', _,,"_," :'-t':':';',(!lf;;'
":i\{r:'M\JNN's. !'It' l~,,,,c'oiislde'ritiotit1{at We have tdthhrjr!l1bo'utwl.fen

we have our:' 6~::(ti:llgs; ~H4.:-1Y~':Vi~,~t,~,-'·; ,:: ')';~:J ,::,:';" >,_, ~ ~-:~!:~; '" "'" c.,,:.: ~ ~ _,,- ':;:-' );( r;-.,;:; , ,':
Senator MCCLELLAN,' In' other words; your .own case is 'an rJistance.
Mr MUNNS Yes . ,','.,' 'i'", .O'J.J..'.' ·"E·'.i·n·'"

iSeriatOrMoCL'oIJL~A":"~'Tlie'oiigyoil.hilvejil.stcltea.,"· 'f .• .

..Mr,~{u:N'NS .•;y;es ;,becallse if.)"ewentto ",university orasked a sClen."
tist~p ,qogabor~\<>Ylth' ,~~;.:ol~.e·~h.o:w,as .lmd~r; a.Gqyei;nihe~t:.g;ra%,
'lnill)1.tll\'itprpqe~~ '~~J()~,!,d, \'Y~n~~I~I1~~ or,adlfl'er~nt p.~~ f?t~l"S,
s.aIllesu~staIi"'l, yn,~~r.m()~ clr:'wystallc~Wa~new )l~e )?",teIi~w.oulil·
reyert;tQthe('jov~l'III)l~rtt.; ,," .. , ....•.'./, '....•'.. . ....
. We in tuTrt,workln~i)1.ouro)"iHhop;m'l1ssay, migIiteaslty lliiyec
di~()(),,~wi ~h,e,?\I'wt;ll!rtg -: :,Woe.:y0il.W' 0A;''!ve#o*rsI'¥bt) bii~.q,t' X~~st'
that posslbihty lS always a"dlShrtct one, sofhat' tt' wqll.jd .rtjake'us

h~~~~~~~,J;,~fqL~L'!:''':'•• Ailr;~~t.•"r,;:,'·" ..:':;;;,1: '.'.':" I,!';';i/":·~) .!,."' •.... ,.,,""
M'r:¥uN,,:s.I tlieref"rellrge thesllbcoIllmlttee;lI1 ~onsldermgleg.

islatlon,to;'ainrat 'piOvidingtli<! il'rl3:i<iiiiil.hi~n6t"th\)O miniiJiuirt:..2inc,
~e",~iY~.sf,9rIll~ilii'~L~iSC9V~lO'Y ~o upivcelO'sit:l',~cie~*st;~ .al1dJot~e. dr;@
lrtdustry. '. I )ll'ge'tll)Sb~9ause"I slrt'ce'relybeheve·t1iat~ul\h~pohcy

is in the !J~~i7rt~I)jX,\~f~~t,~i{\ftl}~t:'itwiII ]:Jringtl¥';grea~estgood .fo·
the American people,' .. ',' .... . . '. .

.A very cle~rW\l1i'i*i~ipY9Iyed. "Q)lJ;'1?,'I'j;"nt,Sm~'P-§HlllVJ.,,:H~ ~l1e)
dl~wve!O'Y .ofc),le,,: aMu~tj:!I pr(idn9t;'rj' aIld;ptoqeS"'es;;~Jt(l,rt§,!.1'~gent;lve
should fi6tbe tediidedot'derti<!dil'i'thefiellJ'Of'he:i:lth:'" . ," ••"'," ,"

I would like to sug-gest the following- principles which, in'my'oj'ii'd·1'
ion, should be considered in determining the form of any new patent
legislation involving inventions with Federal support:
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L W11~~.l\ s8jel'l,tj~t wprl!.ing in, il\,llonPr~yfitinsctitl:tioll 11114 sup
ported by Governmentfunds discovers a, %,y"Om]J0l,ll1d th"t,maYfll\ye
medicinal use, the patent rights should belong; to his institution, sub-
jl)iJt to certain P:()yernment-r"t"inedcbntrols, • . '.•..
. 2. .Tlienoriproflt institution should have-the right tonegotiate with

industry to carry out screening, testing, and development work, and
ml\Y further negotiate l\ royalty-bearing license with industry upon
sllCk0pn~ as tIWYllll\Y R~f"3 j1PoIl,.s'1'bj"".t l\gl\iptoGovernrilent
retained controls.. ,!,helicensea~e"Ill~ntm"'Yl\lsodefine the respective
rights of then()Il]Jrofit institufionand the industrialconcern 'IS to new
uses and rehiteddey"lopmentai)d illlprovements which may result
from coliapprl\tiveworlrbet1"eeJ;l Wem..... , ' .. ' '.,

3.. 1n viewort~esubstaIlti[]JefPeil~eswhich mus{'beborneby the
industrial concerntpdevelo]Jaud tei;t.thecomI>?uIld, and considering
that the royalties will accrue to the institution and be available..for
further research,1"ithsuchli,ward to. thejlldivjdj1al inventor as the
institution deems a,ppropriate,the license to the conceJ,"Il must be attrac;
tive enough to invite its J;>artieipationin this research and develoI\lllePt.

}Ve .I,av" given consldep!lbl" tho1wnt W" .sp"cifjc amenilip."itts.to
S. 1809 and. plan to submit them to, the. subcommitee at the .earliest
possible date. . .. . ,.' .' . . c.' . . • •.....

'!'bat concludes mycommentaMr, :Cbairlllan. cThanky.ou .for yourrtes .. . '.' . . ". . .
cou y. ., .".:.
,Senator. :M00LEL!jAI;.'!'haM:)':Pl\.. ;Are 'J'()U prepared to ~upmittHe

amendments today; or'do you wis~.tq. sp;pwit tp(\1l1.Iate't,t. . '
,Mr.¥uNNs, :I would like tOS)ll!mit,tnemlater, if I may.
, Senator MoCLELuN. Very well. . " .'. -. ' ..,
Mr. MUNNS. They hav"llotbeell-"we haven't completelyfinalized

them, ." .: .. c,..,,,,,,,,,,' "n'c - .'

SenatprMc9LELJi,AN: l.p~rs9nallYapp~"i"t" ,jt.w~enthose?f Y()l\
who haveanInterest III this, If Wm find, sOm" ~ay .that the bill can
be-improved, makeyour suggestion RIldthel1]Jrep",re the amendments
that will carry out your recommendation sotl)"t.1"ecftllpett"r,under
stand exa"tlY)Vlratyou"wa,nt~d.and what YOlllllean andwhat the
ejfe,ctpf yOl\rreyoWwendatioR'w0j114,beifRdo]Jter!.' .• , ,. ,,,' .," ....• ,

Mr. ¥VN;"s. Well,y()u canappreciate thatthis is avery important,
piece of legis~atiollthatyou are considering.' . ' "

Senator MOCLELLAN; That is right.., , .'., '. ". ,," ','
¥r. M:UNN~.. Alld1"'e'i're.w?:rking, justas dilig~*ry#1"'(can,to

send to this committee ourproposed or suggySwd.am~n4lllentsto your
lull., '.' ,'<' .. ,...•,'.' ,"'" '"., " •... ,<
. Senator '¥QCWJL4'N.'I'HaVkYPj1. ,I.1"~jus~trymgtoemphasize.

that we .will wel()Qllle such assistance fr<ill1.in~~res~edpyopl~, .. '
Mr. MUNNS. We will try to get them to you jllst,,,~qukldyas we

c:~, ~.ir~,.: ''-,;:: ,(, ':>:-.'., (;,., v«: .,,<'; '" c'." . ,co "i, ""::,' i." -:: ~'- .'", '
}3eVli,tW¥COL'ELI,AN. y ~ry'Yell.. Th'ankypu ~"ry lD.uch.
All rigHt, Dr: Zucker, ,wi)ly()U COme ar(i)und,p1e.ase.. WeRre ready

to hear y()ll' ' tsr .. ,
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'STATE#'0l1vhtitAM'zU9KEl.t,'PRESt1>ENT, SOUTHEASTERN
. 'PElmSXLYANTA.ECONOM;J:C])EVELOPMENT CORP.

SenatorMoQ~LAN.Yery well.Doctor. Yon may prooeed.vYou
have a prepared.statement,

Mr.ZpoKER.1haxe,sir.. ,., ..,."... . '> '.' .: ..•...,.'
Mr. Chairman, I am Willii!Jn 'Zitck~r, president.of .the Southeastern

Pennsylvania Eoonomic Development Corp., a nonprofit organiza
tion created last year with the supportof the business and financial
community in the ii-countyindustnal area of which Philadelphia is
the center, and whic~is coml?osed of the counties of Bucks, Chester,
Montgomery, and Philadelphia, .. " " .' .".

I have this prepared statement, yhjch I would like so much to read
iP may, and tlWn beavailnblafor questions.

One of th,e concepts on whichSpedco-e-which is what wecall our
organization-s-isbasedis,that of encouraging reconomic development
and industrial growth by (:\reating an environmentwhere new id"as
in research and development ofindividual .inventors who laclrfinan
cial resources of their own can be translated into actualIndustrial
.Production. ,. . ,. . .... > .'"" .., '."

.. Thepatent incentive. is an.essential elementof'this process, and
with Federal research and development programs expanding, as they
are.. the. potential impact-s-good or.bad-e-of •FederaJag"ncypatent
policy on science-based, non-Government.sectors of the economy can-
not be overemphasized. ,.'.,.,'. ,.. .: ' ,,'.... . "

This is why the organization directedme to makeknown to your
subcommitee, ]\i[r.,Qhainnan,ollr: .views o'?- these important .issues,
'.Let me briefly outline for Yon (inekey.portion of our program which,
by the way, is the first of its kind ever undertakeninthiscountry,
and which is jointly supported byour own businesa-finaneial.and
acndemic communitdes.and by the Federal Governmentitself through
a technical assistancecontract.with the Commerce Department's Ar"a
Redevelopment Adininistrati.oJI""" ' .... " .. " ""
, We have set.up a1w",regIonal.d"velopJ1!.ent laboratory, where in
ventors and researchers ,c.an .obtain space, In "Chich to work up awl
testout th,eir ideas" llsing,our ilab:oratory~s sPllcialized(lquifmllnt and
facilit~e$; and. h",yil).g .av",il",llllltO them. a wide range 0 technical

,consultillgs"I'J'ic,es..,, •"", .,',i'",!,,, 'i' "..,:,.
. '"Ve desIgned this)a,]Jor",torYto pro,!,i\letheinY(\ntor or-researcher
:vith the lljl,st po~sibleco~di~ions.in, whichtodeyelop marketable,
job-producing, economy-bmldmg products and services inthe.shortest
.possib.l"tiJII.e., .;" '" '; 'k·,'; ": .: """.: •.....',' .....,.
. We believeitisiJII.por:tal.lt.totake theindivid)lal inventor outof
the basement, kitchen, or garage and give him the advantages enjoyed
PY his. coun~r:Pltr:ts\ in ."Cell:sUPR?$d industnial.andacadeinio labora-
tories. - . _ . 'v,',n·.:', ," : , " " _",r-' .'_ ",,'

Spedco's developm"JIit!allor",t9rYwill provide slY<l!'efo:r12"~ll'3earch
associates," ,,,,s' "Ce, ,\,a\l, th"lll' ..;iylHl.·~11 \Pay,seryiee. ,fees,rljillgingfrom

"" ' ,-,", .' - -, .- ;";!-;;:''-!!':
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$p90tQ$%,000,,,, y~",r"d~p~l1ding:<>rt4.e e:;<i(el1t of;,th~ ,:R.,~P.sllpport
that they.reqllire: ..All oth~r:posts;~tellllder:written pytl1~sponsoring
organization&---"ARA duringthis first year; Spedco and the West Phil-

,,,,delphia(;?rp: " ,.'. • '/' " ....••....... ,'. " .•.
'. The latter, parenthetically, is a sec0'lldl1()npl'()fitcorporatiol1
founded by the University of Pel1nsylval1ia;,j)rexeII11syiMeof Tech
nology,Philadelphi" College ofPh"';"ffi,,cyal1d Scioode andPlrila
"d"lphia'sPresb~erianHospit",1 tbCqot~inate. ",~d stimulate the CO!l
struction of University Ciyy,ag,OOq'acrearea being- developed PY

,private and. public capital .into anew urb"n community in West
Philadelphia, disting-uishedby I6edllc"tion,al and medical institu

. tions, . Our development laboratory isinYlle UniversityCit,y s".ience
.center complex. . , .." ".' '.. ', ',' ••.••. '.' '.'. ' .'. '.'.,. .. ...,.....
'v The lengthoi time a Speco research associate /~ILbe permitted
to occuPy space in the laboratory varies withthe product or service
he istrying to developartlth" progress he is making: When an idea
hasreached theprototype0J.'lJlodel stage, the inventor willmove out

•s()that othersm"yhave accessto the laboratory's facilities and oppor
t)lnitiesforcro~s f~rtilization of ideas.. .': .' • .',
> We' already have 4 oHheI2 research associates that our labbratory
is equipped to hOjl~e, alld discussions ar~ going forward with others.

One is workihgon electronic devices for fire detection and for
'btirg-IarydeteCti"ll, . '..' . ..... .. '., .'. ,.•
!"Asecondis.·deveIoping-a low-temperature (citogeric) surgery
'probe' and an instantaneous blood-flow reading devi~. .

Polymer chemistry is the third associate's field, and, the fourth is
"medicalinformation retrievaL. ..' . ....

Ju~tbefor,,~caJll.edowIil~s~lli~Ii~,wesigned tipourfifthone,
who IS'developIng .anelectromc~cal1mng de",~' for the golf swing,
sothatifit issuccessflll.L.C:...: .. ... ,. .

SenatqrMc(JLEL.LA".' :Jj'qr wll"t1 . .' . .' . .:
·.'Mr.• ZucKER,'J!'orgolfswing, sir. ·.SO. that it it.·is.successM, there
'will no longer be golf duffers in America..... [L"ughter) ..· .

SenatorMcCLEI;L"N.Say tllatagain: ,' .• '.. ..J

." '. Mr. ZjJCKER.This man Ii"" •inveny"d "Sc"'1ining:~evice hocked up
'by electvol1icc}evic.eswith iniWM prog-ram devicewlliche;"ahIines
:, thflpersoll'sg-0lf swil1g; his stance, t]ie)veight of, tbe."hlb,Yheway
in' which the golfer approaches the ball ;and,'hopiii't~Iy,ll~willc}e
v"flop through t!,is testing d<\vice,a !le~~ay of,appl'o:i.<lhiIlg.theball
andswingingthec1ub.:I:t'",i11bes~latog(}lfpr"s. .•..• •.... ....' . '.. . .

Senator MCCtELI5AN i Is :thereall:l:stock f()I' sal;'" in that!
[Laughter.'] .: t :,,,. '. -, '. .' •••. ...., ••

. Mr. ZlTCKER, ~ would Iiketopoint out?if I lIlayjustpro&jec},Mr.
Chail'manT0at l\illof.th'e$e,aI'e newandllOveHdeasthat~eare trying

ito develop .... ie, ,. .....•'."" ..•• .. .•. .••.
• Now;.th~'AteaiDeveiopment Admiiiistration' ~HheDepartlllentof
Oommerce is provi~ing-llswith $120,990 , .. '..,.' ..

Senator McCLl!iLL1I,N' Onthw {laril')ular tll'!,g-! .....,.. . . ..
'·'1\/[I'.Ztrci<:ER;'{)nthe entireUitborathry;'Ilot on 'this: device::&6, sir.

We then provide some $45,000 in additional funds. But the patent
device and the patent rights belong to the research associate. They
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,c/orn<itbel(jllg,to; t1~e,~<)deral,GoYerll1l1ent"n<ir'do-they belong to
Spec/co, nor; c/o, Wedlaye~nY' financial rights .in ,the product atall..

But this is one of the firs.ttimesjn'1Yhich~.G:9y;ernl)1,entcon,tract
W!,swritten .in which the research. associate's Patel~t rights .belong' to
him and-do not revert to.the Federal Govemment., " , .;
"W.e,p!<ineered inthis Hi &.D. facility because it.representsa.single

approach, a first approach whichwe hope will beduplicatedthrough-
.out-theeountryc.' ".' ; :i····; i; ."'< "'" :"""'"
ii,:We haveemphasized ,the fact,j;h.at ourarea,.our five-:eounty·;area,
.has indeed quite, a. complexofR. .I\;D.going on; and we-have issued
just receutly,thisbI'Cichnre(indicating), whichLwouldlike to leave
with.tbethllirman;n,ottoputitiutherecord.. . -: , '... ; .'
.SeuatorMoCLELLAN.lt may he received as an exhibit for reference"
appropriately numbered. We have already had a.numbsr ofexhibits
for reference, ~IIc/ this will be appropriately numbered for reference.

(Thebrochurereferred to.will be found-in the files of the commit
.tee.) "";! .h;;.::' ';"

Mr. ZUOKER. Thank you,sk· ;..';'i: '. ' .. ;"i'·; " 'i'
. In it, we.haveIisted a directory.ofresearcharid deycloPh1ent,a.nd

we have foundthat thereare more than425)aboratQriesemploymg
about 15,000 scientists and engiIJcersan<ispe)lding l110re .th"n.$5p,0
million a year inR. .&D. .ll..& D. programs.spall thee)ltirerange of
science and technology,with the greatestCO)lcentration in aerospace,
chemicals, electronics, instrUlnents,mach.inery:,!:t1}at~riaJs;,d~,vel()r>inell~'
medici)le,andphysics.. , ,,', ..' . i.".,;.". ,'., 'i.""'" .. ' ,; '" .
.. When it is completed, the $50million UiiiversitiCity:§c!enceCenter
in West Phildelphia and its already function,ingScience Institute .Will
be able to make available to government ,,!ldw(iustryalike--e'l)I'O
vided eqllit'\'!ble Federalpatentpolicies-are deve10piic! by Cong~ess .rtnd
enacted-the research talents of a dozen orhi()l'~u~iyersities,techno-

logical institutes, and l11edical centers:.:, .,......• " .•..... , 7 •

.' The interdepend,mce9fscience!')lcj,:tcohnology,thefl'equent ,intel"
mi)lgling of rCSe.archactivities, andJJle.participation of the Federal
Government to induStrial and academic resear<;!)'.paJ1)l?tbepette~dem
,q)lstr~teclth~in .soutl'e",stc,l'll re)llfsyly~ni~. ..> ., H.' .;.. ,; .
•• ,.; cAsI.mentioned,. 'we hadprep"':t<3dthis detaile.ddir~tOryof ll.& I).
wganiz"tions, facilities, and capabilities in soutlieasterniflellnsylv~i",
and, Where possible; thesources.of support for: tpe)yQI'k:co)l.dustt'd,~)l
;~~eh.,:,;-,:;,~ :; ':'<: :', ':: ".<".'-'.;:'i"C;. ,-.: :<,._",<,;,:", c.':: ::,>, ,; ,:' ;:,_,:",
. We found that activities III the area's 425 re~earph centers a)ldlap

oratories included (I) r:esea~chsup!,ortcdentirely by illqllstrialeon
i;e~hs.; (2) programs supportedventirely by the U.8.• ,G9yernl11ent
llllcler contractsOJ' grants, and (p) also ithadprogranis in which
Government projects are going forward siqe by~ide,. .with ~earcli

Reingconductedwit/Ja company'sor university's own.funds and with
other, n<ingqvernment.c<illtract Orgra)lt-supportc.d work. .

.• .Mo)litorSystems,at Fort,Wafhil1g!;?n,.tqr: exal11plc,is a smaIL com
P'!)lY .with $2.5.million rest'a~chv;ol)ll11eW.co1U)llllllipations. cAll.its
work, at the time of our survey, was for tpeG9,yer)lJ11"1lt...> ...•
- /1eut'r~l,E!ectrie's:M:issilt'. and. SpaCe );:!iyiilion el11pl?ys 5,5op.ril'

sc"rchper:sonn'eI ina 'broad range of diilciplin.es, witIi9t)percc)lt /1<i,y7
emmeut'ilupport and 5 percent funded by GE itself,
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I{ellett Aircraft has 'a $500,000research 'voltooe; isdoing 20 percent
ofitsworkforitself,70 percent for the Government; and the otherIO
percent under cont..act for otherindustry, . . ."
'.'Atlantic Refining, oa theotherhand, has a research staff of 362, do
ing 95 percent comJ?any .work and 5 percep.t(ijoverfimentwOl..k~ '. '

Bohm & Haas; a major chemical concerp., spends $15 million an
nually forresearch,all on its own account. >". ...• . . .;

Intermingling of research and "esearch support is Ifiost'eviden~on
the university campus. Forex",mple, Villanova's research, which
runs. to $90,000 a year, is supported 10 percent hy' the university,' 75
percent by the Government,afid;15 percent by industry.

At Hahnemann MedicalCollege, with a $2.3 million program, the
supportratios are: the college 8 percent; Governmefit 80 percent; in-
dustry 10 percent; and "other" 2 percent. < ' •.•• ',.. .

Our area's biggest academic research center is the University of
Pennsylvania, with its $27.5 Iriillion program and' 2,000'research peo
ple. The Government supports 90 percent of this work, the univer
sity 5 J?ercent,aIJ,d industry the other 5 percent.

The. difli<~u~tr~f.devising' a., Federalpa~nt p.olic:\, that will J?'reServe
all theeqUltIeS III theEle varied factual situations-has long smce be-
comecleartothissubcommittee,laInS)lre~. .,' •

I apJ?reciateyourcourtesy and your :patience, Mr. Chairm.an and
members of the subco1J1lllittee, inpermittingme to make these general
comments about Spedcoand its interest in these issues. . '

Our testimony onthe specific legislative Jlropo~als will be directed
only to S. 1809; introduced b)' Senator McClellan, and S. 2326,intro
dIJ,ced by Senator.Di"ksen ",fter this subcommittee held its patent
~earingsduriIJ,g'JuneandJlily......, '.. . .",., .,. ,.

We IJ,IJ,d~rsta~d.tha~S.1809,Mr.ChaIrrrIan, was .mtefided to, write
into statutory language the provisions of thelate President Ke!illedy's
patent policy.memor",ndulll,of October 10, 1963, to Federalagencies.

W~ alll() understand> that Senator Dirksen's bill incorporates the
recommendations of the American Bar Association and the American
PatentLll;wAssociati6n. .',., ,..., .. .,.' ,,< "...

In our view, neith~rof tllese bills, !IS introduced bytheChairrrIan or
bySeriatorDi..ks~IJ" r~solves with e.'J.uity for all collcerned the c?mpl~"
issues of Fede,,!'1agency patent policy, nor dotheysufliciently protect
the public interest in the context of the Constitution's mandate to
qongr~ss (i1!i.I, sB?' ~),"to prolllotetlle,J?rogressof science and nsefu]
arts" b;y lll~",ns of.a patent systelll~' .' " ..•.•. '/ '"
·.Bycl!nIparativel)'simpleamelldnI~nts,. ho,,"ev;er, •either 6'r bbtli
collid be adj)lsted, in ourview, appropr;,i,tel;y to advance and protect
the publiCinter~st,safe~a.rdthe~q)li~ies?hnconc,erned,andind~ed.

"promotethepr?g"essof,sc!~llce~";· " ,'", "".',
. Section 3(b}{!l},oIJ,.l?",ge .4~f St.W~9,.reEleITeElto each,cqn~r",ctoraIJ,
Irrevocable, nonexclus!,,~, ro;yal~y~fr,ee lIcense f?r the, practlCe?f any
invention ~J:i~~l1t,,f~?n;r.:~~s,~ar?~'~9~dp~~4;}()r,~; q:oy.e~mp:e¥t~g¢11'9;Y'
However, 8ilchlIc.~llse,}811?1~tran~f~~",bl~.ex:cm"'I~hl11.afliha~ed.y?IlJ..'
panies~orsuccessoi:"coD1Pallles~-"·:'~i:·"'>'r',.",, """"."0 ..: .',-,

..''This ian" .•. ~b'~ls' snflidi~Atf6' .roteHt.' tlli!'riJ-htii (Iftnedonttiidtot if
that'cbntr&6t'is.a. dOnu;Uerci&~~nce:rhW'itn·d~Yelopment.lllanl1m.ark:
eting resources. r : ,J:. ,': U 'C~ :;:,', .',', .. ~ .. "",' ,','j c, ,;.,':" ;"";.i.!:::;.';\';" ".:
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Bnt jUheoontractbris a university, medical school, or-comparable
nonbusiness enterprise, the license must be. transferabls by~ha,t.ellte".
prise iftheprovision isto place the academic contractor on equalterms,
,yit;h.the ccmmcrcial.contractor. .. ,.'";,, "; 'L., ,'",,'

. No academicInstitution of which ~!1ll1 !1IVare has the capacity to
reduce.an.invsntion to practics and put it ()n,the market, nor any inter-,
est in doing so. The only way it ean.bensfit from this clause is to be
able -to license a company. with resourcesto develop and market a
product.and.soreceive.royalties, "

'We.are SUre this discriminatory treatment of academic institutions
wasLal~ inadvertence..:;,;< :-;:- - ,':;" ';,' ':_:"_:".'

•Section,4(.a)pf 8,1809 describes situations. in Which an agencyhe'la
would be required to take principal or exclusive rightsforthe <:J:?ve"ilt.
merit, with-a proviso .forwaivingsueh taking by the Goye,rnI)1entiil
exceptional.circumstances.... ,:/<: '" ,'.:- ,; , ,', ::,' - :, >_.. i

..The .purposes of 4 ('I) (L) . 'In<i4.(a)(2) are, we believe, );tuq.~l)l~.
But because the. language of 4(a)<n is inexact, it W:ouldextendUfar
beyond any foreseeable requirement ofthe~ublicinterest, ..' , '., '••

rrhis isparticularly true of the .phrase ' forcommercialuse by the
general publici' which could extend to,virtually every kind, of product,
new or old, conceivable by the mind of rnan.. ..•" '."

.• Asfor4(a) (2),its'I'eq1JiI'ement of Government taking of pril1cipal
or exc1usiverightsin',fields .which.directlyconcern thepublichealth,
welfare" :orsafety could well have exactly th~opposite effect of that
iiltendedinthe Kennedypolicy.memorandum 'and in this implement
ingJeg,islation.• '. " . ". "','. . •..•• ",

T!,is provision would deny to the flelds ofhe'llth,"'elfare, and S!1-fety,
the.incentivesof.the patent system' which has brought so much prog
ressin, everyfield, .including.these threeorucialflelds, since the first
patent lam was en"cte,d.175 years.ago.. .,' " ,u';
••We ,'Igrcethitt,these fielda-are.sodmportant mtheIives of every
citizen that Govermnent should giye'every.encollragement torapid'
advancement. But.to take,aw'lY -the patent incentive ",011111, be- to
impede.advances.inotencourage them.. •'", "',>.' ••.. > .
':We;believethe,American I\arAssociation andAmericanPatent
LawAssociation have werkedout.a.reasoned approach to this specific
problem..whieh has beenincorporatedinS. 232\>. • ..... .

Its 4('1) (1) would require a Government taking ofrights if~
tlie-':purpos:e' df thecbiittact H:l to-produce one 'or' more end'items, the use-of which
.is ,or wna-be required-by-law or igovernmental "regulation in furtherance-of -the
jnl1?li~,h~a~th'9:r, saf~pY,!lnd t"4,eA~v;eI1Hon ~9vE7rl? sU~,h,a~-~llditem * * *

This phraseology, we believe, fully protects the public interest in the
fields, of •research arid,developmel1tencompassed by both 4 (a). (1 ) and.
4( a) (2) of.S, 1809/ ' •We suggestthat both be deleted from S.1809and
that4(a)(1)ofS.2326b<>'inserted inthem stead> '..." ',.. ,
.'Sd809,.in4 (b)o;disc'riminates once more against academic.and other
nonprofit enterprises. -This 'provision. would .allow .the contractor to
retain all rights but a nonexclusive', Government license, .when the
research isforproducts.on methods for.usebythe Government and the
work is-in-a field.,where' "the contractor'has acquired: technical. Com"
peteuce.direcely relatedto.an-area in which he hasan established non
governmental commercial position * * "."

54-400--65--pt. 2-----15
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*n6nJ?i>6fit,inktitutionlik" i1 university '()i'medical school can ijlH1Iify
f()r~h'~~·' ~d~itiOl:al.ri/i;Kt~ ,?n.~hebasisof its' e"istiI:g technic,,:lcom'
petence;'butnot If It IsreqUlredW·havean'eSiablIshettnongovern,
If'!lntalfollllll~rci,,:lp()sition.. . ... ,...• ,.•.•.•• ' .'." . . .

Thisdiscrimirta,tory t~"at!".en~ of our grea~ri?r:pr6fit·research ce.n
filrs()an be.corr""ted by. addIt10n,,:1 hll1guagehmItmg the "commerCIal
pbsi~i6n"requite,rn;~ntto e?ml'rrerci~lcontr~c~ors;,':,' i.; " " >', \

A:dditionally,we believe it would heg06d' public policy for the
G:()",ern)"~nt to avail itself ()f the outstahqihgtechnicalandaqminis
trative competence of our 'universities' and our medical and other sci
,ntific. c()lle~es in tlIe handling, on a public interest'\}asis(6f patent
tiglltstoin",enti()lls made in the co.tirseofres~arcj{conducted bythe
illstitti~i()nsUllder!loverIllll"nt /!tahts onj~ntracts. . '. . .,.'"",
'''This can be accompfishedby Incorpotatmg a' provision in-this legis.
htion~i~ectill~the agency head to acquire '10 I116reWMtafn<>Mxclusive

l\()ensef()r tlie G:0vern.·mellt ifthe()~.ntractor(l)'is.3;nOD,profit 'in~tit'!~
tlOn,'(2) bas a patentpolicyapprovedby the agency head. 'I'heinsti-
tlltioll w()llldh"ldand ejqJloitthe pat"llt. .'. '. '.. ..,'. '. .

Tltis syst~hi has. beerrused for rtanyy~ars liy~he',Publie Health
S'et'vice'in' administrat.iorrofInventions made' 'in: the' course· of NTH"
supp()rtedresearch, as the sUb66~IlliftJteeikJa6ws):d;! •.•••• '.',...., ",'

, ''l.'h~J?ro'visioll shollld, we suggest, 'contain 'language requiring the
a,~eii61Iieaqto approve ,,:n institutio:,'sp'"te!"t p,!licyifs~ch,policy~ilJ
all",ance the public purposes of the mSiltTftlOn;'and s.\?eetficallyallow'
ing approvedpolicies to incltideappropriate'incentivepayhtents;:liased'
'?'1 a percentage of royaltie,s or other reasonable criteria; tothe-indi-
vidu~rip-V:er,tt~r9rj~v,entor~.':::,': " ."!"" < TY,Fj c':;!:)

>S,' 1800. ;viselYpro)'lqes authority . for Federal' 'agencies' 'to ,giant
exclusive "or 'nonexclusive 1icens~ 'for,thep~aytice ;0£: 'inventioris'-:bn
which the agencyholds patents, with-or-without'the l'aymentoI t<lyal
t~es; and for as long as the life of the patent, iNhis' is in-thepublio
interest-, Westr0i'Il(lysupportthis,"'·.""''':''''';' i, ,:,i,i

On the otherhimd,S, 2326 hi 4(<;),,~vhileitres'erves:to t.he'contract6r
",,:t least a 110ne"clusive, rQylJ,lty-ftee, tight,to pr'a,cti!Jlj thein",entlon
** * ," 'canbeconSi~.ed.as requiring, the Federal ivgency'headito
grant toanycitizeh 'oftheUl)ited States or any' citizenJ'contr611ed
enterpris~ "an irrevocable, t?yalty-fr~e nonexclusive license to' any
patent" held by the United States.' . , '"
»Thie-weuld seemto be required whether the. citizen orcitizen-con

trolledventerprise was a participant' ill th~ dev~lopmentorn6t,and
would seemingly prohibit useof thefreq\iently 'essential-tool ofex"lu>-
sive'licensing.' ,..... '. .;: ,)I'." .. 'u.; ....
.' .In fact, this langllageca,:, 'bei,:,ter;r>,reted,asre~iliringthat strangers
to the contracts andto the research be-favored .over contructors who
made the invention.. Theywouldbe ;'ccorded;,anjrrevoca~le,.roYalty'

free"n6ne"clusI'v;e hcense. .many patent" 'held 'by..the 'Umted: 'States,
while ,the contractor would be entitled onlytoa "nonexclusive,:royalty'
free right" to praoticethe:inrventiond'\,::, . . ' , ifn r:' ,

This would-seem toberequiredtwhether the citizen ton.citizen-con
trolled enterprise, was a participant ill' the development orrnot.rand
would seemingly 'prohibit use, bf this-frequently. essential tool-of-ex-
clusive licensing." .. .. .
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, •. If thisphl'as'ebloglybf: S;' 23.26 is intended imerely to teseNeft6coD.'
tractorsalonearoj'"alty-free non<,;s;cllisi"e!Jic~nse to' every: pat\lnt.1hel<il
by the 'United ,States' that :,;,rises'·ou.t:of the research theY'con:tr',,;ct to
perform, it shouldsay s~'irtoreprecrselyy: ..' '. .' ": :'::i".':'11

However if this section 4(c)' iSiintendedt(jprohibitexd!usivel'cens
ing of patents held by tbe:United:States. :,-!nde.rany"nd:all'circll!lil
stances, and your stibcomrrritteeudoptsrolris pohcY,\,c,mtractors.shouJd
atIeastbeplaced.ona par with strangers to:thelcoilt~acts,byibei~i;"""c'
corded the same Irrevocable;' royalty'free:ilonexdllslvehc,ense:'ni"p'Sf
tents held by the United States. . .'i:,"" i I><:I!

We urge the subcommittee not to bar exclusivelicensingofpa.t~nts

held by the United States, becauseforbiddirig sucha;licensilig on-rea
sonable terms, to encourage private iJIvestme'.lto£:tli';'som,etimes1a'rge
sum~ ne~essary to fully! de."eloJfi:tn in.?~.':ltion t?th~,:point bfp~aettcal
application, would not be III the'p1i1bhcIlYlj'\l'est., ."" .1" 1": I' !

In,the phllirJllllcetitic:\j[i@d: mediewl'<$cie'ticos(!forl'exiLJi{ple,' the/ill
vestment of capital and of human and laboratory 'resources Tequi'red
UJ bringwh~t l?har;nacologists 9all a l1 "inter9~ting" coml?oul1dto th~
point where the physicia'ti can prescribe ·it forhls 'patients:often\in::
YO'ltes,years.offeselfrch,an<i!'nlilliOJisof dollars: .. . "" : .::J>n:

l£:(;he.: Governmentsh\'l1Wl>l1er thjs"inter,esting'1:IO\'lllpg,grr<i!1 to
every pharmaceutical house qualified to undertake its development,
chances arethatnone would bejwilling;or able to take ,the,risk,·,/;

.. His only by .reasonable.cnarket exclusivity .that a pharmaceusicad
comp'.'ny has a chance of recovering its, .invcstmenioandoperhaps
realiainga.profit. _ ' /

L'would like to make lone.final .pointonthe granting, by:'F ederal
'agencies of .exclusive.jlieenses .in.tpractice .mventions ItO .which-the
Gevernment.holdstitle-.. " ' fi,i:

In to.Clay:s .intermingling« and-dnterdependenee .of research.sand
develop;nent, situations may' arisewhere-the :GoyerJitnent hol!.lS:it
,pateIitior .has !J?rincipaLor}l>ich;sive Fights,even."'!h9nother sponsors+
such as a medicalsehool.or.university orca ipubhclysupported' health
Qrganization IiketheAmericanGancer.,Soclety-,+or a companY'dlave
made equal @,;greater .. .oontributionsithan 4he, ,Governmentito. ,the
research and to the discovery. Equity demands that.Iin-cases.ofithis
kind the Federal agency:pe;compelledto:re.cognize thecontributions
and tllerightS.ofthe,cosponsors of.the.reseanch. .. , . " /,' .. '

This can be readily done by adding a new clausedn section' 80£
S. ·1809 that .would-require' ,the:ageJicy. :helti'b to :grant: an .oxclusiv«,
royalty-free: license til the contractor and!or other:persons .associated
with Ithe contractorinmaking-theinvention if the .aggregat»~llnCial
.eontributions 6fthesejpersons isgr.ea;ter:than .that.of theGovernmen't.
,Also,the.agency ihead'shoulil,be;riequiFeii to, gr':mtanroiclusive

'roya;lty,free .lieense to. the .contraetor and!or :his associates-in. the' Te"
ssarch-if.the agency 'head;determines that substantial additional 'ex
-pendituresof nongovernmental funds are meededto ;l?ringaninv.eIi'tion
ItO the point!ofpractical:applicati~hand that such .exclusive:licensing
would accelerate final <i!ey.elopment·bythecontractorand!or,his:associ"
ates.and expedite aVIJ;ila9iIity:of the ~nd 'prod;uct.fOl:,public.use, '.".:

'ApphC1lti.ons for-this kind-of-exclusive Iicensingare based.on'equitdss
derived from work already performed..or commitments, tooperform
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developmental work incthe future. "Applicants shouldhave available
J.o.•th~m;we, believe,.the$amekin.d,.of administrative hearings and
judicial review providedfor in sections 5 and6.ofB. 18Q9,in. the event
of agency denial of a reasonable .period.. ofe'lolusiv;ity; :, '

,f['b:ank:yollMr.ChairJ)lan.alid members of. the .subcommittee, for
thisopportunitj' to.present.thestatemenbto y.ou.
LroSenatorMcCLl'LLA'" Thank.you yerymuch, Dr. Zucker. That is
a veryinterestingstatement.• ;I appreciate, too, your suggestion about
what. amendments would. be ..advantageous-and beneficial to the pro"
posed legislation.

)\'[r.ZtTcKJjJR. Thank you.
. SenatorMCCLELLAN. Off the record.

.(Discussion off the record,) .. .:', ", .,. ..>
Senator MCCLELLAN. Very well. Our next,witness!
Mr. BRENNAN. Mr. RobertF, Conrad,' c
Senator MCCLELLAN. Will you come around.ipleass, Mr. Conrad!
.Mr,CONiMu.. ¥es, sir.: ., .. :., : Co

Si-Ari:M.fliI±~~ ~6:ir£RT ~. OONRAD, R~R.E~~INGTEKTRONIX,
. INO.; c AOOOMPANIED BY TlfEVIOE PRESIDENT, WILLIAM

c 1WEBBER; AND'~,RUSSELLVERBRYCKE XII,AN ATTORNEY
"':iii ' - .,' .' .' .'.' ,

Senator MCCLELLAN. All ri,ght,Mr.' Conrad,if you. will identify
tyoirrself and also your associate; then yon may proceed. I see you
.hl\ve aprepared statement. ' . " C

Mr. CONRAD. ¥ es, sir; I also wish to make additional comments. c
:nMr; Chairman" I am Robert F. Conrad;«'patent attorney with offices
'atBl1i.ConnecticutAvenue·NW" Washington, D,C,? Tam a member of
the bar of the District of Columbia, and of the AmeficanPatent Law
Association. Mypractice.isconcerned almost exclusively with patent
litigation. My. appearance ,is on behalf. of Tektronix; Inc.rarnanu
-facturer- .of..electronic _equipment, including. ioscilloscoJ?es,;' 'which ar~

:electronic'devices designed for .precisiorr measurement;" _.' ""'.'
Onmyright is Mr. 'Verbrycke,who is.anassociate irim~office;We

.also.havewitfa-us, in the 'back row, 'Mr;:Webber, who is an officer of
the Tektronix; Inc. ....

SelllitorMcCLELLAN;' Very well, you.mayproceed, Mr. Conrad.
Mr. CON1<AD. Our comments will be direetedexclusivelyto section 8

of thebillS. 1809.·' "'. . . . . .
i.'·'We .have.comments: offi,two'kindsabout ··the'pro'visionsof section 8.
oTohefirstiswithrespect to the technical: language of-the bill, -'.' ..:'

It appears.to.ussthat imder the'presenthiriguage;the.purposeswhich
the committee .have ,in'mind ·maynot1be .aceomplished; and secondly,
cwe'<lbject to some of the philosophy ,oI'section 8particuhtrl~ that
which eria;blesi.theIGovernmenttohJJings~it' on Government'owMd
-patents againstcitizeniof the''United'Statesand collect damages.
"'.'First,oiwith' respect tothecteclIn,ic"lmatters, whiclrI think can be
:discussed 'iwithreIerence,t6 th~ nrst:sentenc\vof;section 8 (b) : You
WiII'·n6tide.~hOtth~first:sent~nM(d~,s""ti"11'8tib\) ;provides-that; ;'E""h
agency:he:it[: lllJay:grant an, .e'xclusIVe '(}~, '!"on\lxcluslVe.'licensoforthe
'practice',oI ,any 'invention 'for .whieh-he 'h,Jlds"o:p;,;tent 'acquired .under
Ithisja:ct:onbehal£tifth~oUl1lteiIotStllites!')q""',,,,,,, 'c',p' '



GOVERNMENT !,PATENT' ',POLICY 617

'N<lW,a.t tha, moment, the Ghv'ernm:ent 'owns-somewhat! lllorre',th"an
1O,OO.g. p'a.ten.,ts. '. ThOS.e 'pa.tents a,'re:,:presently..exi~.ling,a.nd th...eir'averag~
r~almnghfemaybemtheneIghborhood()f8'yeats:' ' '"'' . '

Senator MOC:r;ELLAN. This is thoroverall total, is'itt 'The:aggreg;rutel
Mr,CoNRAD."Yes;sir. ' "
Senator MOCLELJ;AN; [-vhis rsnot injust one specific field!;
Mr;CoNRAo;It'is,the,over"ll;,Your Honor; Thelast'statemerit I

Sawwits in the neighborhood of13,ObO; , '. /'" .. ' "
Now, ofeourse.eection.B'(br.obviously is directed to the administra

ti~n of patents which areOwrtedby the >G:overmnep,t: It details the
kind of license thatmay he granted under theact.'::; ,'.'..

The point which' 'we 'wish to.bringtotlre committss'sattentiori is
that .the present language of the act would .leavecompletely in-limbo
the patents presently owned by ,the U.S. Govermnent,whichnumher
wellover10,OOO.«' " " "'i""."

Senator MOCLELLAN. When you say "the act" you .mean the' bill
thatI'introduced,S.180iH "
'Mr. CONRAD. Yes,sir; Lmeant, the billS. 1809.

""Senator, MCCLELLAN. Yes..»: ,
MiCoNRAD.We assume thatit. wne intended that the provisions of

8 (b) apply to Government-owned patents, presently owned as well as:
thoseacquired in the future: This&ppearsinthetechnicahmend
ments which would repeal certain administrative rules with respect to
patents now owned byparricular departments. . ' ,.' .',

So, ifit-was the intentiollofthecommittootobringwithin the ambit
of &(b) the presently owned patents of the Government,which,:O:f
course, will represent the real problem over the, next severa! years,
then some amendment to. the present language will have to be made.

Now, another techuicalaspoot\Vithrespee:tto section 8 is:thatthe
sentence which'I have read .alsoprovides thaJt tjie agency headrn:aiy'
grant an exclusive license.' Ordinaril:ran exclusive Iicense isliterally)
w1'\"t the word "exclusive"means, and the age",cy :head, undecthc
prsseritlanguage of 8(b), would ,beerititledto, i:fnotadullllyrequire~
to, grant a license which would even preclude any-rights in the Govern':
merit. . .

For example, nuder thissection, the \"g-encyhead might waitt
an exclusivelicel1se.. 'I'hatexclusive licensee might laterturnaround
and insist that the 'Government pay a royalty ~mthevery patent which
had beenexclusively licensed by the Government, thedevelopment.~f
which had.of course, been fully paid for by the Government, .• ',,- '"

This result could be avoided simply by saying that the ex,Clusivll
Iieense which the agency head isentitled to grant shall be subject
to the same kindofareseryation which is described in section 3{b) (5)
of the bill.

'I'hosc are the only two comments We have with regard to thelati!
guage of the bill. .,... " . " .... . ,'.'

T.he prp"ision thatwe are, most cOllcerned\vithis lll\deinthelast
Hvosentencesofse~tion8(a}.Thesesentericesread: " ..'
(' Each a'gency hea;~ shali take .snell: actt9nas'may,~. required:, 'to'protect, 'and
preserve'the,pr()pe.rty rights of the United ,States: in any pQ.~eIlt sci ,issued'4>
him. 'Upon"request-made: !by'any agency-head, the ,Attorney :Gene:ud shall 'take'
such action as heshell-determineto'be required f9':r,that purpose. . <. '1
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; liNow,·1 .thlnk-this -might. .be,regarded\ireally,rasa .rathei' significant
Wj)'ce"of<rantitl!Ust;,legi,,slatioITi,·,w,lj.at: this, 'pro'1sioif represents is. I >\
departure from histonic. Government' ,patent .poliey, ,.,EXdept:for one
singl""r~t.j!istance;t~~LG?VernmeJithas meverbroughtsuit. against
any of Its citizens for infringement of Govemment-owned ,patents.
This language wliich;T .hayer~adwould seem to ,authorize suchsuits.
I Nowi.w,<j;·kp.ow.4hat suits on GoverJiinent,o-rnITed;patentsicould·.be
and according to the present policy. ;of, thed)epartment oLJustice
wonld·mef,-,-usecbtct·actually .regulate :Competition, in.an industry, .and
suits-on: such! patents could be, i1s<!:.to,regnlatc"compe.titiou .within in"
dusky, even thought th~ industry: <i>r,thatpsirticul3cI':,compsny in .the
industry ,was,'not i involvediat ct!}e; moment' in .:anythillg that.wastin
viohitioJi o£.present·antitwst:1aw! J" "L"'" 'i." i ..' .
·",In,othei".'\v:ords"thisiprovision would givethe.Department of Justice
a new and additional tool with which to regulate competition.Inany
given.industry, ,.""'r::" " !.,. \:.. .•.•.• .

The regulation, of cours~, would be achievedby::filing;.an,in,frjngjl-c
ment action against a pal'tlci1litr, domp3cny,.andnqt,agaInst.qthersm
the industry, with the idea that it wouldsaddleonto.that, particular
company.the .requirement to pay..aroyalty which.its.competitors would
not:beipayifig.'!I"I' 'r":;" 'r" . j .ii"'\·""·'" i',e ' •.:
- i It-would; qfcou)?se, undertake to dQ this .only when: it thought.that,
adding.such, ;0,. royalty to the' C9Sts of. one. company. .wouldresult.Jn
equalizing the competitiV:~ g;itu~tiOJl,itl~hat¢o~panJ'!sindustry. '. ... ,
,;!Now,.. this is .not )l; speculation. on,.my..part; This is the' position

i\lhiehithe l)eJ'!3crtment ofJusticehasactU3clly,taken in a case which is
uq[W·pendil,gmtheU.$, Cour.fo;f.Q!ahns",,,,·., ; ,. "
>,!A.nothe)?:i1sPOGt :"fi.giving ,the Gqvernment th.eright to. sue.onits
pll[ljeuts~s that,it:.really sets.up ,a] iVery..unfair; contest, For. example,
t!wre is,arvery.,Cfeal"Snp"emejJojrJrt .law 0Jl ,the.proposition that..the
G:i:lyeril)ilnentisw~tsn1;lject,tqany.statuteof.limitations..'. ,...' .' ..•.
:"1 iNOilY',f[witp. r~'!P')C~to~~tho~i~ing the iitov.ernment to ~)?ing suits on
ltS'IJ!>afreut(;, )l;gl!ilnst. ,ltg; illtJjZl;ns,' t4at· rulewould IhavethlsejJ'ect:.The
Government couldtoday file suit, in a .u,S. districtcourt and askfW'
damages for infringement of a Government-owned patent which, .. '\lliy,
mig~t ha'Yi~. expir,edasm.any as3p y\3.it;rs.ago". \" ":' .. :......T.. f'"

L,il:t.con!d" ;l'or,exam!?le"Up,de" the pil.'oyisi"lIs,o,£ thissl;ctjqll ,authorlz
~giuf~iI1'I~emel).tactions, gpback.and sue, for .exlj.I)lple,'tlleie!e~tr"nic
¢Qmpi1ui'¥" such-as :W,estii)ghouse" RCA;. and. :l&elle""I!·EIOGtrIc" for
infringement ·qf Goyemlllent'owne.d ,.patent(; ,w4i.ch .. occurreC!·.during
~h<iJ!1$t,,,,,a.)?"1 n. ',.,:,.. .. '1":.,. .j ".:."" :....:•.,.,.1'
:i,!li'he,faet that.it has.delayed suingfqr..so long" time hasled, these
companies, andperhapsalso its policy o,f.not:siJ.ingon allY,of its patents
for so long a time, into the reasonable belief that it would ne...er.g;t,l.e.pn.
tli\em,pqn!d illqt;.;he raisedas.a defense, in .any.such action, because-an
other firmly established rule of law is that an estoppel orJaches.eannot
be;wged 3cl5s,inst,th¢Jj1,0vemWent .•"""',," . (if, '1'

Consequently, we,would suggestsonre: change in language :llJ.iSOGtl,on
~,,'IT,hj")} •.1\'P~<\J?l!t, the 5Jn)\s .of .g;\\jpif.f9"':iIl~fipgen:e'1t.pf apy(]ovet;n
!1]eJ;l.t,owned,patents.Qnthe e,,&;!uswe licenslle,-.'.,1:hIS Wqu;tg. tli.en.setUP
therusual situation.one: faces in·conrtina. pateht.Jitjgation"caS!l.. .In

.connection with a"free; none""Clusivelicense;:t,f:eours;,;,theGovetnment
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CQul<lnJt"sho,W''1nydl1-mag~s" ~Y!l1l #, it dift s,u~)JPr, iJilfr,ipge1Jl~nt, ,8,0: ip
is unlikely that such actions would be brought. .:" i" !!'/'
.,!In:c6nn~tion.witlb 11 royalty !h~a,j.ngJ].oA,~J'qlusbl~•. lic~ps,s,;,l1; Jrm
plainjnlj li{lell$~~J;Irigh~beauthrri~~q.trlJJ(ijlg'tl}e.l!\'it"".'" ii":" '.' "
. But, mi:any, wvept, :It:,f;e~ll\ed, t,o\,s,,,*l1-tgJ,ls,, ,pf()Yf~lm),; s,i'i't!W\!~'

should-be, amended. 'in,someW,ay:. th\LHill1:es,th~ If!;qys,r,J)ll's,1ltP\it: a¥,,\L
!itig.l1-lltinipat~np.caS~ 'inyolying,<;royep'm~llt-o,'Xl1~,il iB!lt!ll1~S, .fm'Yhiq\i
'uJrlllgel),ujnt;,smts: 11m:hm:\lght"sJAlply ,tq,aywd·,tj'\e W.equ,!t,es;'Yhich
would i!ioll,rw,fr.Gm,the:@q,'iemm!lnt,partjcjp,\tiJ;':g aSl1-,p!.ilirtiiJ":.i',; ,,
: .. N!'>w; on<llrthexi,Cr)llAlept:Wejliave,abrutseptIOl1,(b)"stl,atA P~'l~
.vides.that.Iicenses.such ,as,are\Lnth0ri~ec\,1:>ypqrtiqps,.of.th~'J!lrpy,i8,i0n
should b~,g!'an,t.edwit!).9.r\vith9!\tJthe,paym~nLof,roYillty-:".,:' :';'.'
,.,' NOW",lt,seems, ,tlI~t .the,s,ugg~StIqn.tlwt, the" Gqy~;rnwentw!gnt, ',lj!
some.easei',iw,ant.to.polleet"a .r,oYil!ty,was,:s'W:Ply basedori, the,t!iOllg!).t
thltti,t "'1GWI1:bNa,sol!ll:d hus)ness, practice t9 do'so,itwou,ld bs,p;r1ident
.asclJ;h"silless,matter, to collect, a, r9yalty" ;wh,e;re·the. Grys,"'lll1!ej)t c6u!d
cr))ect ai-ojlMtYIW!lCt!el1-ll;y; ;;":':.i " ,:,::,: ;'" ".,.:
,/We think this,oYerlooks '.'!:. rat!).er basic, cOnsideration..9f ,cp]irse,the
:Go:verDment:~49Uld fpI)ow, p':"d~!1tb\,s,ll'i'S8, ,J!lrilctic~~,'iperey~f.it:c~,
but we think that such practices have to give way where they, cqP.!llqt
with some basic governmental principl~,suj3l1,)¥,~'l?-roy;,is,iqn,:·f()~'%;'~ni~
p!e,,)nthe,(iJpnstitntiqJ]..,, , ;'",',,';:: r cii',',," ,f' .,':

Now, the patent provision in the U.S. Constitution has, of cowse,
been commented on a great deal by the courts, andryer,il)qng period
,oftiwlHh\l .courts )lwv~ .analyzed its, p\'rpqse as,beiJ:1g t():)nPfHil~~' the
storehouse of kno:vledge which is freely available for a!l.,to"l)l8,e,/l'h~
partic)ll'!:r,,,,,p>y in:whiclj the, C91lstit.utio!'ill,pr~)Vi~i9J:1is'Yi>itt~Ii. seems
.tr'requir~t)Ii~5nterprllta#l?J:1' .•• ,,,, '", ,'"r", ..'".'.".);,

Now, of cOUrSe"jWh,~nltPe;Go:V""J:1Went.cJ1arges;ai !j9yaltyfoq!se 9~
pa:t~nt~rl !J:n0!;wle,rlg~,.fltJS to.that'~'!'tent,~hsco,urag;t!lgthl\ .use of that
Jrnp;wlec\g~,.\L!id,flt certainlyis J:1ot:mcrea~lllgtjIe,~tP"ejIOliseofknowl
edge,which is, fl'e,elY'\LyailabIIlJqr',illl,to ,n~e, q;o,tjIat~"tent,'Yhere
it charges a r~yalty, it is: tal>:illg,:j: posit,iqJ:1,!"CjIicjIss,~II)s,to \"s,,tp ,1:>1l
1J:1CO!).,SlsteP.t, WIth,.the purpPses,pf, ,the,cqIflstitP.ti9j)P,1, provision. , . '.
,4Jsr,i~ i.s,'sairl.tlt\Ltthe reasonforproyidiJ:1g; ;l'o;r ;t!iejssU'!:!'Ce qf.e,!,

elusive .Iicenses: IF1.to,encqurag~, tjIeus,H o;f;th~,ss" .ideas )Vhlchm!l'ht
9t!).e'Wis~.;ti~:ont~esh~lf,.,That, .of conrse,js al.ilndatory purJ!lO~!l'
!llnt,C(»l~jstel1tly w,th,the, purposeoftheConstitution, it could 1:>s,eyell
~ti1lfurt!).~md by owittingto.y!).arge,a.royalty,f,()r. !f?,lleJ'P!nsive l.ielllJ$~.
~hat would be, 9f ,c9J1liS,~,.an eyen; further iJ:1dnceW,ent to exql\'siYH
JIcllp.seec~,tq makll,a success.of, thceIr ventures .With,the«9yefnnWnt,
n- J'iToW,e,J1M0!).nqytiop. Wit!). thisPl1rP9Seof e!).corir,ilgi.J;tgindustry t9 dl\
.yelop,. ,w~e'JtNllgS,. prilctic,!:! !wh,ic!).qthqrwise, 'worM ~ewaiJ:1s,i'l,lply
.as patents,oll tlw"s!).,~lf,g'at!).ering,d11st,);,WOw,d lilte tqrqintol)lt tnat.
the,pr,0Vm9A, ,W);t,leh enaPIeS.,tjIll'Q;oyerrnnep.t;tobr:IJ:1gSl)llt, on,lf!;9ym+
ment-owned patents, under the present policy of the Departmentof
;,Jj1st ice,t hw,,\r ts,,tljis ,pb jllctive, , , ,,,, ,"" .....'.

Yon mjg;4t.b,c~J!!terll~tedij)t4e,casepf'l;:~l1:tr,o!).ix.,.:;rektr()ni",starJ;9d
out ll,9t WaJ:1y:Yi9,'!:FsLago 0)1 !l capital ,rfa9rJ1t $20.,00.0., .Lbelieve. Tney
were m competitIOn in the osdll.os,cqpll. 911~jj).~es, ,wit)I,~GA,'W~sti)1g)
JjOU~e, ;P\UA9pt, W'd,a'Aumb~r.of. '1ther yery larg~ companies, but, they
Qll'9req p"Ret,tS,r iJ!lr.G.c\u,cp ~t .a.!()'lVeI';pric,\',ilP~1,t,h~ P!lb).ic %\Y~fc\~rlthew

;'f L:'Ut'i{ l:J~)t;' '
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IlYbuyirigtheitptodhcts, and they are now avery, very substantial

cO~E:;;;'ade'the dev~lo.\'Ilien!,"'at-theirownexpense. " ~~ese deyelop:
ments, for the purposes ofthis discussion, can be regarded as llrrl''l'trye
'inerits,ori, two GovermIlent-o:iVnedpatentswhich were ii): d'act g;{ther~
ing du~t i:lIith~ shelf until Tekt~onix improved them and; made them
practical.mdemnodied them II)' a commercially-useful instrument.

Now;wllatwastheaccolade which this company gath~l'ed!asaresu1t
ofmakingthrs developmentofthe patented' G'overnm,ent idea which
wa~ moldering a,,:":yon the,shelH : They were rewarded 'as follows:
They were the fir~t,colllpany in the history of, this country' that was
sued for iJ1frIligement of a Governll'1eIlt:owned patent. ,TheGovern~
ment procured theirc()mpetit(jrs tomanufaoture 'Chinese copies •of the
instrllment which the company had developed atitsoWI)'~'fpense!

:N'ow th~ Gov~JllIJl,e11t is takingthe position that if ,Tektronix wishes
to use these Government-'Ownedpatents;then it l'nustRi'ydamages
that wa,sits, first position. It then altered its position to'say,"Well,at
least youmust give to the Govern'1lent and your iJOmp~titors; insofar
as Government use is concerned; rights underthe developmentswhich
you made,"
, We think this is manifestlyunfair.'

Senator MOCLELLAN. How much did you spend on the develop-
ment! ' , ' '

Mr. CONnAD. Sir!
•SenatoiMoCLELLAN. How much didyou spend on the-development

Ofthe product! ',","',' ',", , ' ".,,; ." ,
Mr. CONRAD. Well, I don't have the exact figures, Senator, but I

could say very safely th":t it was ill the hundreds of thousands of dol-
lars and took place over quitealo11gperiodoftime. ' , • ""

Now, the provision~ofthe bill,rather thandiscouraging this kind
of actual retribution, against on~whodevelopsaGove,rnmentidea,
lJlakes it possible ":Ild actually. confirm~ the position which' the De
partment of Justice has r<;,ce11tlytaken 0 11 this: " .. ",' , '

The Department of .Iusticehastaken a positionthatit needs-no }eg
islation in order to sue onGovernment-owned patents, ·But:whenever
it thinks it is in the p1J.blic interest to do so, it will bring suit; this,
despite the fact that there is no statute authorizillg sUc1l":"tion; this,
despite the fact that the,re are no standa~dsset out as to what shall
govern this dete~inationofpublicinterest, notwlio shall make-it,
'and despite the f":ctthat there are nor~~lationson that; ,

,They also take th~ position that once they make this determination,
it, is, not subject to review by anyeourt.Well, we think that suit, on
Government patents is'l'~operl'y a. matter that. should. be resolved' by
Congress, if. in. fact an'ybranchQf the Governrriellt: ha~ power to
authorize such suits in 'View of the purpose of the patantprovision of
theConstitution.' '.".

Mr. Chairman, we have prepared a supplementtoour •prepared
statement,.in which we make. sugges~ed amendments to section 8.

Senator MCCLEr.,LAN. Very ",ell. , Let it be filedandphtin the rec-
"I'd, along with yourp~pare~statem~nt. " " " .,.,' .. ,.'." '., ..

.Mr: (;ONRAll. We think it. ",ill' continue to carryouttheobje~ti:v,~
the committee had in mind in writing section 8 and, anhe same time,
avoid some of these matters which we regard as problems.
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Senator MCOLELLAN'. All right;' sir: Do you have anything further!
Mr. {JOlfRAD"N0, your Honor·' <,' • .' .'. . •

Senator McOLELI;AN. ,A,s I said, you\" statement and the.supp)emen.t
will be inserted in the record. '

(The prepared statement-of Mr. Conrad together with the supple-
~entr~~\l~red to follow:) , , .

STATE¥ENT OF ROBERTF. bOI\~RA~ON ;BEH.ALFOFTEkTR6NrX,'Iwc{';c' .... , ,-,,; ~:.:, ::,".«:.',' ,'" ",',',,',,' ':',c, .. " -,' ,,:,:, "C'" ,',',,' __ ','-';, ' ,,,,.~ .. : ,.".',,' ,:",:';",'". ,

,rd;r.:Ch'aJrinail and 'members 'of the' COnim~ttee;,Iam~Obert~ F. C()I~rad,''it patent
atto'riley,' with '?ffic~s at 815 Oonnectlcnt Av€!nue NW., Waslli~gto*; D~C. .L'ani
a: :qtem~er:of the',~llr'ofthe Distric~ of.Columbia;, and, ortjie Am,e~'ican::Pat~ntLa-y
.associatron. " My,'practice' is concerned alm,O~t ex'clusiV~lY with- p'ate'rit-liti~lltion:
My appearance i~, onbehalf of r:eelitronix" Inc., a, manufacturer' -oroscmoscopes:
which:are,elect~o~ic'devtces.designedfor p,recisionmeasl,lrement:

"Whil~'W~hav~.aI1:overllll-interestin' Senator .McCle.Han'sbill; "ve: are:primarily
~6nce~:t}ed'wi~a ,'porti?u of, section" 8 (a)'and. ,witb,' certain' of the-Iicenslng provl
si?n:s,',¥'hich:'",,Ould'involv'~. ~he use.-'of.t~atsection;' .. :The partciulaf part of sec
ti0:t}.8(-a:). ''flitch .. w:~' 'rish:,: to. discuss "collsists ,of the. last.t"\V0senten~es()f::that
subsectron \:'Y:p.ich' e~fend.from Iuie 23.' on page':14,t'q lil1e.'2 ,?n 'J?age15, Wh~chTead
~~'fol1()ws:':.':u,,,,', -":'"'''' ':,',. .'., ",.'

"F¥lcJt"'a~ncy,he~d"snal1-take SilIch' action "a:s.may Qe'r~qlii~~,toprotect .and
preaerva tlie!p;r~peJ:!Y;.t'ights or theUnited Sta~es iII. a,ny-patent 'so Issued to 111m;
UpOn request-lr18,de' by 'any' agency 'head, 'tbe::Attti'tlleY',g:e'nerat,shall. take .~cJ:J:
action as he shall determine to be required for·uhatpurpose.'" -, . '- .

This language appears to give con~ress~()nal sanction to an administrative
concept which has recently resultedIn a:complete reversal in the Department of
J."ll:stiGe,;~f .a, p~~~ntp()l~cy whichhas been .recognized by,bo,tJ:l,(JoI;lgl'e,ss .. and .the
execu~ive 4~p~itpiellt!i. since World "War,; I - ,,' ,Spec:i,fically;it, ,:~yollld .. authorise
the, U.S" ,q£HTe.qlIQJmt .. ro .sue ,its,citip~~~ for, th.eiIlf~ing~:p1eI1,t:'·of,,(}oyerQll1ent,
(~nyp'~(1,p#~iit~:" "::: ;"",'",:,' .'", ::,',' .: .','; '.,,:," ",;
" . If is'.,otir ;.belf~f that ,this .com:mit~ee has', uot ~;eell. fully. advised .. how section
&" if'en,a~ted!:WiiLbe adIllinist~red by the executive.'departruents. Tektronix,
Inc." io$" C~F';l"~ntly .~ng~ged.W ,:pa:tent litigation. 'Yith . the..'!JJ;iited SFates. in .. ' the
CouIi,o~,Gla~Dl-s.:; .In ,this.action.-the Goyernwent .. is .attemptjng, .. ,through. ,R

Pfltent;. ,m#~ng,~IJ:1.~t·'_.epuntl;~r:cIl),i~ Instlgated. l)Y ',th~, :Depar:tl,)1~n~; o:f; ,J:ueuce, t()
accOInpliSh thefollO--wiw;- results ; ..• . -:". ..,:'.... ... :.:, ': '::' ,'.--- .,';. '. .: ;._'

,,(a) ~9,.exten.d tJie,.aJl,titrU'Sit aUthority,of,tl1e.Departmellt,.of Just\ce };>eyond
~tS'pres#p.tl~ta;t¥t.or.Ytinlits;'"".:' '.',' ". ": "'.' ','" ..:":,';,'." ...

-(b) 'To"control' competition', ,within a partie,:ular in(1ustry",b!usingGQveri:l~
ment;~'Y,n,e?-. pftt~nts .as a m,eaIls, •. ~l:):r .. p!q;ecuti,ng .. a,ct,s .. ~hicl1.·fll"e':ll.Pt :violative
?,{the:ititj~rristio~,ari!:p~ber lawi3~', ".: .. : ' "" .' ' .,': .:' ~
,. ,',If::a:~:$.o, .1lPp!e:ars ~Bl;lt section .. 8".iiivolv~s:c'ow.P1ica~i()ns.Qt basic. law Which. also
~~,Y,~Ao#,B~e~p~~13,e~t~cl.tothisC()Illfnitt,ee:.~ r :.' ... '.'" .."..'. ,:'., ,',:

First,)i serious' question of constitutional law is involved. 'I'he obvious pur
pose .. of, ,articl~:1, section, 8 is, to promote the useful, arts by. enlarging.' the. store
1?-ouse,of ~?,'\VI~dge,c;o~cerning them towhtch'the public has free andunrestricted,
access. ,. ~¥,,a:cfioI;i, )Vllich.the,.Governmentmight taketo ureventtherree use,o!
knowledge' concerning' the useful arts through. enforcement of a .. .Government
owned patent.tl;l.w,ans!the purpose of this cOilstitU:t~oil3Jprovision.r:rhe,l'efqre, a
suit .upon a"G:l?yerj;O~lent~9,Wried.pa.tent.:nec~ss~rily.wrongfully del~~r,s'~lfil~weflt
p~,theprill1.aJ;ypril:J,;iQseofar-ticleL, section,8,:: ':: .'. ' •... ' __ . ,,-' ,'; .... ~

,Second,th,e .,e~aG'*ent .of'Se.ction.. 8 of, the bm .. would c.reate. an, injw#:ceby
p~~~~ngthe.()oyeflJ#t~Iltin.o3 .le~, Pos~tion,~l1ipe:riol' to that of. th.e:Pl'iva,te ,'wtent
p~ner;. "::ror::,~'~~P,lg,, tlle Gov~.D:me:p.t,lts:3:soverei~;woU1l:1. haVEl, 'th~,~OllmY~Ilg
iIrifair a'dvantliges iii'patent litigation;:" :;: '- •. ", .. .•. ..' ... :', '•. ' :,:- ,.:' ..
.;,(l,t),; !Jtat1l;fe pt )i,m~~0ti01ts-.~~e' priY~fe-,owner .of, patents ..3,s plafnfilf, may

notbl,-ing ~,:g 'iWtion ,f,orany ,infringelllent wpi'cb,o<j;c,u:rr"edmore thfiu6: ,Yearsp;rion
to:pi~ '~.ctiQ.n./J:r:'v~#~~p-{;?:5,p-.fj.O, .. ~86~: " ~he"lJ,,$~.Go~~rHm.l}~t:op: .~~~ ;?tli~r: ~lalld
has long been held' by the Supreme COurt not to be pre'v~llt€(j:;bY:""a,,:statl:l~e.pf
limitations from assertingnghts vested in the Government as a sovereign power:
Unite(l States- v. Na-8hviZle, Ohatta1WOga, and St. LouiS' R.R.,etc~, 118 U.S. 120j
is typicalof many such decisions.

('brLaoheS'.-The United States as plaintiff, unlike ,n private company, is not
barred by the laches of its officials, however gross, from bringing a suit as a
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sovereign government, to .entorce: Ii P110lic f tight ;6.r'. tQ~'~ss~J;t_~ a;;·p:Uiblj.c )iuterest.
United States v. Insley, 130 U.S;"263',"',-":;i-" Li ':i\(j'J ;:1-/ n' :!/F:') ,.;,

(c)- Dffckf,ratorY: iU;durnent,,_ action8.~_W:h~~e ',dii,~: is'B;cc~~ed,~of;irifringi~g, a
pnvately' ow-n'ed-patent; h'eimay' hdng' ,R'declaJ;atory "~judgilleIit' action,:-to.test
the validity of that patent. The United States, ihowev:er/cianilot'he;'slied,cZllnder
t1le',Dec~aJ;~t,ory; "J-udg:m¢nrtA~;')~8;U.:::;.O.- ~Ol,: even -though ;1tmay- tJ;n~~at~ to
enforce its patents against persons accused of infringeI:tle~t.". 'l'pe, ,trnit~:- St~tes
can be sued only to the extent that it has waived its sovier~ign'iill:dlllnity~'"and
ithaslll:)tc<ms:ePoted'to-:besue,dJ1Pderthis.s.tat11;te." ':",~T ",:"<,",,, ,,'j

I (d) Paten{ m:i8u86.-"----The. courts ill' a' long' s.-eriei"of ' ca~'~ 1i:a-¢e,'ire'fused to
allow .the :patgllt. owner .to :eJ#t;l);~, his .patent, even though .it be gf: unquestioned
Yl1lidity,::w'hC#"~, .-he: :'has."I~eI!-:guil,ty .of some .one. of -the 111l1ny;,'}nrl1c~~es" ~rb,i.Gh
cons.titute/:'I.!l;~s~,()t·patent~.,',',..: Again the unlque posttion of; ;':$€l, :U1,lit~cl: ,S,t~.t~
as, .eoveretgn wotrld .make ,,:it': .impcssible ,to easerc.fhese ,defen~,es ,Sll()uld .the
qQv~rIllnent.tnetltute.au.acuou forpatent ,infringemen,t.",.,; "',,,' >,',: "'- "', ""; i,' "'~',.' ,:

, (e) Right of uoeeeee.to }e.st ,vali,dity:-;-:-In a number, of c1eGis~Qll,s.:the.S.l1pre,me
C,ourt;,has .stated !that .It. il3~'inth~ PUJl?~ic,in,teli~t to jll~Jll",e ,a(:U,c.e:p.~e.,tp.e,pppor
tun.ity .tofreeitsel~mr()ID, 1ic~sing.,rel3lt~i~t~on~ W1hich~+~1~m:[),q,s~ ,1~p-d,eJ;"?,,patent
Wpich,may.,be,fnvalld. Ib.has recognfaed tb,atthe; ~i~n~'ffi:~1Wt,.;hay~e,!~~~~.~,It~
thecourtsjto. test, the valid~fiy .or tllep~tent, Where: ~h,e ;,re~tp~ti:y~,.,co1lditiphf'l;

. but,f(>r:tll.e' patent, .Wopl.dpe, <;{)ntrar'y"to,.th~, Slu~rIll:a.n'aIl4,pl.ay;tQP,4qt~,.: :"JJa~z~

inger 00. v. Ohicago Metallic Mfg. 00. (329 U.S. 394), Maogregor v. We.-t~fng",,().u·s~

1JlZeot. and ,Affo.,Po,." (329: U"~.' 492).:: W:h~r;~:·:t1l~.. -90:v;etnwgll,t .~~::1~9~.n,f!{)r;'; the
lfcensee .ts .deprtved of,' this means" or Ji~igati-l?-g"tile ,pat.ept;uIl<;l,~rr'tt\~r;;.rbody,()f
case la-w' 'and" the",United,,', ~ta~es.;has; f3tin,,~no~ger,.l1nfaiJ;i'J*d,vantage when
compared to private owners.or patente, ' -.r:

'c('"

CJONOLUSIQN,S

One',does ]iotliave'th~' ;sam~ :.rights }igatnst' :the :gijvi#hiii~~t;',~~(Pie;~aHy:'~~~
serting the, 'proprietarr' 'J.i,ghts "u.nd~r .a, ,patent :a,s ,'()i:l.e, doe,~' ,ag~,in~t,'a ',pl'ivate
patent holder. The unretmeeeor creattng a litigant:in the' uriiQu·e·.poS!ti9n',of,a
sovereign,becomes evenlllpre,~eriollS ,'\V~ell.it. ,~s co~sid~red, tha~,:th~:G,oyei;nment
is, one ()f -.the' world's -"'~~rg~t:o:wb,ers ot p~teIlts,-,' a.n,d ,'tJ;t,a,t· 'the.s~, PB:t~ii1:s"cOYeli
inventions in virtll"all;y1"every' technology,' "AdditiOnali?".ail,d'::is~"d.~,:,frClm 'We
constitutional and. other ..Iegal questions, it is~inapptClpria:t~;'forJhe':G:overnIti~nt
with its Hmttless resources 'bf publtc ,funds, anci:vast legal. staff" t(),~~t itse,lf, 'up
in the patent business: The average Utigant is·~inl,plyndt.)lbl~·t()e:ic~tcise,his
pormfll le,gal,rights, ,fo':pere,,;~he Goyer:'l~,en~ .. ,i~.aJ~~r.ty,,~~#~~:tit -,,..,..",:'. ,;, ",.,"

.Therefore; the last .two' sentences of section 8(a) :,'sh'o,ul.<i.. be,,<i:~Ie:te,tl~, ...TIle:
United States hae.all the alltho,rity .tt Ileeds to ,carl"~ ollt,it(t#stoticfli'~u'rihtiqns.'Of
?l>ta,iningand preserving patent 'rights. . These'lnq~u~e:, ..:, :,,'::'.::..''- ",'::, ..", : '

, .(a ) Authority to acqutretttle'to inV'entions~nanceqWi.f;lip1Jljl~~fUJlds.j·;
(b,) ,Authority: to. ~ssert.inY3]idirtY.of.patents .de~~D,sivelY,'ih}h~ ',qQri:f:t~ of

Claims on which infringement :claims,ar~·tll~.ugains(the,,<}:'oVern1Iielit';a:p.d
(c) Authority to,particip~.te:in'int~r~el"ence·proceedingfi.ri' __ ..~el. ,i?~ten't

Office., .. ,' .. ,.;',.',,:,,'," ,.:' ",':'" " ., ".';,'-'.', ~' . '.:',,', ..;
'Iuprde:r·to ,e~iminate any need·t0l:-!:the portion ~f sect~~!1,'8,(il) ·.t~:tf~~c;tr 9Die~~

tiP ll. is Dlade, ,. section.8'(bY,' should ',be'aIrlend~d t()·elimihM~ ;.thy:l;llith~r~ty' o~'tlie
~encYhead to issue any li<~ense "\V'llichiSlnotnonexc1tis1v~;,Jr9.yitltr~free,anCi
t:Xlu3,llyavailableto,IlI~IlP~l,ic,tln~s~,,,,,,,, :,' ..... , ...., ".--.-, ,.. ,.. ':-,.. ".", .,,:-.,', '",
, .S,h9u1d tIle coiomittee, ti0:o/eve:r,' ,~~el,that,ii:l.: exc~ption,al'ei,l',"Gt1-,j;rJ-'s,~ancestb.e Pll~
lie interest requires the' g'raiiting' of an, exclllsive ,licells'e;'-~~~'4.-li'ce:p,s,e.sllould. be
royal~Y~,freeJ ~nd l:1hould:providethat, the ,license:e.'~ould·~;@lelY'refWOnsip~e,for
tllei)];0~ecuti9n,of infringersllIld. ,d'efense otth,~, patent' to 'llie' sa,ro,'e'-.'extent, fIJ~: if
it were·theo own;er as well asth~li~ns~. : T'lie(~illShould:alsp:c()ntaina proV1siQIl
whien'woUJ.d.prevent· any participation \Vhatst)eyer, ~n :any ,su'c~'1itig~ti?~ 'bY:'th~
u..nit~ ,SP1t~s as either .:plaintl.ffoClr.def~Ildant~'.,',,', ...•... ,.,:. ":.' ';: :.'-' ". '.,""1,;'.,, . ,',': : :

."it ,thUS' '.arrierided,.~he 'm()r~.'s.erious.~bj~tions, to' tht=!:. ~,iiJ, wot#(l,.~· eliriii~a~ed.
The, .G~v:er.niueri-t's tradition.al, r91e' i~.,'patent"lit~gati(j:ri';W01±l(l 'n'ot ti'e' enlar~ea.~
and"Jtwoilld'c<mtinuetoparticipate as d,efenc1al~t'm'the')¢()llJ.::t,;erf,Olaims un!ier
~¢Ctio:rii.~98:'of,tit1e2~. ,."., '."" "
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- Havtng.concltided my comments.as.to tbe-billdtself,T,wilLbriefly,highligl:'t,the
case of Tektr011Jiw, [no. v. The United States, so that the committee win be'~-6:il:l

pletely awarercf -themannerdn-which :the .Department orsrustrce will exercise:
the flWh()Tity which section ~ 'IN_<?,l}ld confer.

Iri.: 1961--Tfili:6.·'oniihrl)u~~t 'a:'~tlteht, infringement acttcu-tn;'the"'Couttor Olahna
aganist tp~'_ Unite{!' ,State'S. :IJll',patent "parIa;nC6':i,t·'took' ~e: i posit~,on' that:th'e
United ': States had" awarded'a:',series,'?f-coIlt~a'ctstb -Tektronix~~: competitors-to
make '_'''ChiIl,e~e c?pies"" of; Tektroni:x:'s' patellt.eo.':oseilloscope;' iTbis':was'- an -ordt
nary, ihfring~~eJ;l,ts~tl 'Yllich 'bE;l,~aJ::!le;"qxiique "when:·~ years' later:bhe;Government
filed. a cot).nt~rcl~imi.against ~~ktronix~.:.This ds the.dirst'time in bistolJT' that "the:
lJnite~ States has, ~si3erted'a IJatent'ag$st··one·'of, ttsetttsens, "alld',ha's"thtis
qiJ.~stionedtheri.gbJ 'of all ll~()ple.·tomake free' ~~eoflts,patents~;'.' B'rcmitts ;briefs
andorafargliments'the Goyernnient's Ilosition~s,asfol~ows': ' .. 'I)

(lj;), Tek,tronix,' Pfttente'd,:()sc~~IOSCOiJe~, emp~oy. two'pa~ented electric, .circuits the
ownership"of'which .was 'as~g.r1(m'.',bY',~,e'-'iriv¢ntor~'~~o~'the','D~l!ar~ents1of,i~e
Army and N"~yy!res:rectively;"Thesetwo :Gove~,:nm~nt'patents-,a~' wen',a;s',those
of Tek'troID,:x;,are ~b9died}n 'the,Tektroni:k :in~trumeI1b.. :"'.. ~':""" f~::\\;:" ""

(b )':~ektroI;1i~' wade':us~ of.'the ,two Govemment-bwned paten,ts"without':haviIrg
firstaPPliedfor~lic~nse'frOintlle,Ar,mY'apdthe~avy; . "',:;,","';:GF .... '>';

(c) Tektronix'mu'st)lOW agree to. a' cr()sS;;.licep-.Se .under .which\th:e"Qovernment
and itS.~~)lltractQrs'~ill'be,Ilcensed retr9a,cti-veljr-Jo, .use- t:lie pat~n.ts'of"Tektrbnft
in ex~hl;1;n~e,forthe1ig~tof Tektronixto use t~e)two:~overnrnent"patents:.
. .(d) .':[,h'ere'is,!io: st~tlltory' authorttyfor 'the compulsory,' cross,·UcensiIig, ,which
tb,~, pepartmfmt. of' J:ustice is att.emptin~t()', ,~9.ree 'ripon' Telttronix,' ,'but'jt, has-the
ill,lH~reJ1t',itu:thority to det~r11liIle,.whe;re;tlle,: ~ublic 'interest~"lie'\an~.'.to:' use, 'its
p#~ntstoe:Dforce~ric1l:d~t~rlll(natio'ns~;·':.~;,<'" .. ::,. "'; ,'<' ';,," ";,:',"f
'. (e) ltjs' '1nthepubli~ int~re;~t~':~or.the"D~part~en~~'o.fJusticeto promote

competition in tll'e,oscillos,copeiu"dustry and to put TektrOnix''',in,·the:·same position
as other rp,ember'3 of the'.os~nlo.sc'o~. indus,try,","and' to vequaltae ·<!ppoi:tuniti~s'~
Iri the l::onl~ti~ionforGoyerIlJl1,ent Ilurcha~es '0f,'0scillosco.pes: '. .',. ..'
. The be'p'artment of Justice 'states' that it has 'the'-inherent;aiJ,tliority,to:ma'ke
the,.,d~ter11lina,ttons ,Jnvolve~ and to .enforce;,th~D1,even though . the: :action was
t,~lfen, \yith'outtheknowledge of.:ei.tller the'.Dep~;J.'tment, o{ the Army or, tl1eN~vy.
the Departments to :wnich··these two' patents' are' assigned~:, 'J;!he' Justice 'Depart
ment statestbat it needs .no.allthority: rrozn C()llgr,ess t() makeandenforce. 'these
"pubiic...-inte'rMt ,determin!'lt!onsY,_It' even 'goe~,so far -as ;to contend1J~at:'th~ese
decisions, are: beyond the, reach.tof. the .ccurta -: in .that they, 'are-.thece~~rci,se~' ,9+
administrative discretion. .' .; ,.,,', ..' . :" ':"! ,c:

The main theme of President Kennedy's directive on Government patent policy
and ',th~.anuounced objective <>tthis .c0lll!ll1itte,e.te .to f()S~~J;,the; cOWJllE!,r,~Jlll{lJlw~ca
tion of 'Government-owned mventtone.. It 'should be'c assumoo,'-for",purposes, of
this discussion that Te;k:tro:o,i:x:::,,(il(J,',:'.D:lakg: u,se,'o~:,the:!G.qvernment~owned patents
in producing its new OSCillOSCOPes. No one contests' the fact that Tektronix
did introduce a newInstrument wbiC:b Ischeaper and far supe,riQr,: to any oscillo
scope ;~h~ch::had,'b~en .fiyaiIable, preyiously: .. }tis~lso',admitt~<ltlia:t 'the'. new
instrnmentswer'e the're.sult of the'exjendtture of a great deal of ttmerend money,
all of which was borne by Tektronix. Nevertheless the' .Dntted .gtates .Is-now
suing' Tektronix for developing two Government-owned patents .to ,tlle:'p?int of
great.commercial. utility because it. did. Jl9t.flrstolJtain a JicenSe.~od.o,·~o".,,:.Obw
viously the patent policy currently being folloW,ed' by the'Departm:~nt ',of Justice
is completely 'at odds with the objectives of ithis"C6mitiittee., '.'ThereCRJl: be.-n:o
clearer·indication of the manner in which the broad delegationi,of"aiIthority
contained fu'section- 8· would ::be,adrrii.nis~ered" iJ this ,s~c~iQn.~ll,ou:~d ,rei enacted.

I fully concur in the recommendations of the American Ba.r ,~$sqcia,ti~)ll,_.tb,e

American Patent Law Association, the National Associati()n·.of' 'M:aIllifa:ctlh-ers,
the National Small Business Associf!,tion, and tlle many,othe:rs,:who appeared
before this committee and recommerided'againstthe.enactment.,of so 'much; of
section 8 as authorizes the U.S. Government to:initiate~patentlitig!1:ti()n.against

the citizens of this country. i' :""'''''-''~ "''; ",' ,:" :,:' ,'.:n:.C,:" ,:, ,::~,
The opportunity to, prEJseJiL~ t:he~'e ;V.i~w·~.i~ cgr~atIy'appr~cl~t,ed, and it is,h\)ped

that the information 'wh'i'ch"has'beenfninished'willf6cus'attention" upon,; an
area which requires carefUl study by this committee.

..... ''';(I'',f "1 '; ";0' ".",- ,. ~.,
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S~i,~EMENTTd;STA.TEMEN'T_hFRoBERT :F. ,CONRAD'.ON<BEHALF of.'TEKTRONIXt:!NC,,
~,":~--'.- ;(::-: ::'.;'-:.'";,,. 'L"'\'. ,'-,.';1.-,',-,'",

SUGGESTED AMENDME.:NTSTO"SEdI'IONS8'A:ND;3 OFs:iS09

::'f'SEC" 8.; (-a:)- -"W.p,ell(w~r, an, 'ageIL<!;Y-l1ead',';h_~s:,:t~k~~',:,title'h:(ririf iri.y~~,ti~ri.,:bY
l:'.leclaration,of, acqulring,which. .has 'become; tillal, -pr hy, ,authority .or ;R,ny "~ ctfier
,prov'!isi!on :olf;-tJhis:Aclj",pr' otlVterw'i-8e :has,,hereto!oF6: ",Cl9qui1'~d, "o'l()ner~Mp ': pt',:aii
inv.ention, .end.; he nasreason-tojetjeve thaksl;t~p-)nyentio~_!:is:p.ate:.I~Jahle, _h~
may. make; application .to the.·Oo.qtmfssione:r, ;o~,Pat~Il.t:~ :for-,; ,the,)s.s~an:ee of,,~

patent" therefor' to: -auch agency: head 'on .-bebalf,r.of ~h~JJlliPed; St~tes. , \ If ,. the.
oommtestoner determines. that.jsueh.Jnventton.ds :J)atellitab.~~"he shall issue to
such -agencg-,head :on:-behalf. of".the ':United .Btatee '" a •pa-ien,t,Jher~for." [IjJa~~
agency head shall take-auch action as,llmybe,' required. to, protect and. pr~e.ry~
the property·rights ofthe United ',St:l1::te,s ~n,,3::p'YP,a~:e.p,t<,so Issued to,·lli'~,.<' Upon
requestmade, ·by-any.agenOCy;; head,'. tlt'e\Attofn~y g:ener'llt sh3:i1take" suqh.aGtil)ll
as-he shall;determineto:be,-requjr,edfor tllll:t p,ll-!'pose.],,'·' ""e,' ' ... " "."',:,', : .: """,

(b) Each 'agency bead [-may181u~Uoffer~r,-grari:t,~1?-eX<;111'sive.~.ic~.e81J,bJeyt
to::a .,rce8wv.ation,' to, .the: Un~ted. StMes, the sa1J1,e as t}/,at .~e-t .tprth ih;hSeoti?1i' 3 (.b)
(2) or non-exclusive license~fo1-:<:t{J.~:IWflgtic~'o:fa.rtY,,iJ.lv~il,t~Qn __for .1Y'hicil .he holds

e, ,,~atent' ,here.tpf9.'rJ~}: or- :her~aft!,w,;::tcq.uired., [under this"A.ct] ,on;,,' behalf. of" the
United,' statea.. '-'4~Y-" sllc;h"ea;C~tf8tq·q--Hcgnseshall convey: tI~(3.sole .right ... to l!,ufJ jor
infringemen.t i a'it(L, .g~-a:l.~ :b~gl',antea:, r9yalty.jre(O' to .. a cit~zq~,.<of.,ther;1?Ji,te,4 :Stat6~
under.SUCh.: ,a4tliti,QfI,aZ,:terJn~ ,a,~d c(:mditioIisas. the, agency,uead' shaU.''deterriline
to be -in the ,public.i~t~r,e.st.,". ,!"AnY;,f?,11~h non-ea;c~u8~ve UC~rt8e ·,~hall.1J6i~e1)9Cable!
for t,he lite .otthe pat,oot. -/lInd.'rQ'JI.a,lty .tree ,attd,81Lall be granted [for the eff'ec:t~v,e
period of 'the patent Or for a more llmtted.perlod of.time,a)ld maY.begraIlted
~itb, -- p~, wttheuc., tlle.-,pa-ym~nt-' ,of,,,:roy-alty .to tbe,-'Undted .'State,s] to any, United
StQ;.tes, ,c:iti.zen;,,Whp .,(J,ppli~8 ,,1l;nd:er ,suc,!-" additf9'N,a~J.tnif01~m,:, t.lf'1"m$ ,-and: :co-n·d~
tionsa/$; t1).e:a.gen(JY ,,,,,ead'8hal~.d,!?,tertnfnet,0 .. be, in~,0e"'P.ub,li() f,ntere8t~ ... '~"'.,

To make the rell1l,l@ngprovision~.o(,the,b~ll,qonsistentwith,.,t:I:le,chall:geS:
suggested,oa-bo,v;e::with·respeotto section. S, the ,follow:tng change shoUl~,be .;rnade
iD;-sec.tion3;(q-); (5h:''-'.i :"":";,<f'~_"""\1;'" ':'.' '.' i: .. ','., '.,<: .. ,,' .. :':""'" ,,1 ,
,:·:p.a-ge5,,'line·2,follow-ing :','Fcel,l~,~:~,a~,d "su~ll.as.p;r.ovid~d ,fell' ill sect~ol1:S,chJ':';

'Page 5,'lines 3 'and 4,:cancel ','upon.such reasonable: terms and conditions asth'e
agency,may:prescrtb,e''., . (:";:"'.« ;,' ,;',.:.. .;,'_,:~,:', :',L:',:-' .; :.> 0(".,.:, .,: ...; .;:' .• ';:. ,:,':<
'R"SenatorMcCLELLAN.I belIeve there IS one WItnessremamlng on the
list'o£.thoseScheduled for this .morning, DeanNobles.. vViII you come
ar.ollf'4,'pI~ase, ..

;:.~TATiEMEl'tTOFul,l:Milr1W.• 'LEWi$:r:{OBb:s,GRADUA,TESCB:O()L;'
. 'UNIVERSITY' OF<M:ISSISSWPI

'!SeriatotJi{9<::I;E£~Ak .IU:otetha,t .yollhave 'q",ite'al~"ngthystate"
ment.·Areyou willing to haveit.printed .intherecord inJ',,~I, and
then-just-commenton-it i " . ,•." .. '
'; Mf.. N"oliL"Es. T~s;Mr.Gha:irma:li, I would like to request it, please.
;"ISen>vW'r MpCLE~LAN, Justgl":llblIlgatyour statement, I would think
it,wilI,take 2()r 3 hours.t6fe;"dit. .

·'Mr:·NoBLEs;::Yes;·' " .,.; "
'·Sejja,tor]l,i[cCt"tiJA". Hi) Iet-itbeprintedin therecord,and you-may

l\J,ghi}httt#o}Y-.; .... . 0·· . ... .

:,.. Mr.1WQl)Ll'lS.;Y;es.. , .•. ..;.;.
"<'Senator MCCLELLAN. Off the,reco~d.,.

"" u( Disciissib'fbff'the'recofd.)
s.,~enato,T¥pqr,l'~A:";' .B,a'1'="nt4.erycq,Tc!,.. .'0;',. ..
iFi (;r1)'\prepare.<;l statement of J)eanNqh]es.J'Ql]o.",s :)

n,,:,. .... '!
STATEME"NT OFI)EAN W. LEwis'NoBLEs

Mr. Chairman and distinguished members of the ,Subcommittee on Patents,
Trademarks, and -Copyrights, of the Senate Judiciary Committee, my name is
Lewis Nobles and I appear before you today as an individual vitally interested
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in the matters now pending-before this aubcommlttee.• asthey.relate-to dlscoverfes
and inventions which may be forthcoming from our scientific and.fechnologleal
communttv- and the: relationship .of such .discoveries.and: inventi0D;s.~s :they,p_er,~
tainto the:welfareofthe.'people of the United~tates:·,__ _ _ ,', -.'''-:.- . ,-',g .,0

I am-u.professor--oi'.phurmacy andpharmaceutical.chemistry. at'th~_UniversitY
of Mississippi; where-Ivalso-serve as dean. of the graduate school. .. -I; h;old; mem~
berahlp ill,theA:i:lierican Gh-emical'Society"tlieAme~ican;PharplaceutlC3!lA:sso_~;
elation, and the New York Academy of-Sctences. ,1 am. a-fellowrof-the American
Association: for the Advancement':-of:.Science. lam the author or-coauthor 'of
some 60 sclentiflc papers Inthetleldof-pharmacy and-pharmaceu~icalchemistry!
Phave no connectdonwith.tany industrial organization .Interested .tn. the pending
legislation. For the information, of the committee; I am' enclosing ,as appendlx I
a'rcurrlculum vitae to give more detailed information relative to my education
and-experience. I have no connectio;nwith any industrial.o~ganizationinterest~
lldhepending'legislation;,· ',', "", . '.:

As,I understand it, you have-four bills before your committee for conelderatlon :
8.:1899; Introduced.by.Benatcr-Long : " -
S. 1809, introduced by Senator McClellan;
K789; 'introduced bY·:Senator'SaltoIis~ulI:·;:alld
S. 23-26;:intr'6duced"bySenator Dirksen."

Since j.am.nota -lawyer. by profession.tL'aninct acquainted witWth~':·possi-b~e:
legal :rulllificutions,of many-aspects -of these' dndivtdualbtlls ; I 'do ,wiSh,:.however;
to address, myself to' certain' aspects' -of ~hat I ; believe to be~' desirable: :en~
result" in, patent legislation' so 'as to illsure'its,maximllm- usefulness" to'al1·thbs~

concernedwiththisproblelll:;-' , , ' " '" ' " . , , ' .
T have been' .qulte interested-in this urea. as it relates- to -mattera concernlng

healthrsince-thls is myparttcular area or.ereatcst c~nceriJ.; I',d().not'believe,
however.. that 'we should be deluded into colIlpartmentalizing this problem,' It
Is.broad: in: scope, and,' demands "the kind' of'serious, earnest consideration ' :t.Jiat
this subcommtttee Is glvlngthematter.
".Inthe speciflc areaof health-related-research,' there appear to me to bemaJiY

rather .speclflc types. of .'circumstances which should betrecognlsed: insofar 'as
academic institutfons are concerned; I should like to address myself to' f~ur,;of
them : ' . ,
::'1.' Those' circumstances in 'Yhich private Industry-or rthe instt~iiti~)llprOvide
total support for. the project and' allanctflaryenterpr-lses t-I believe,--thatth~' case
here is rather clear and all ",6uldagree:th~tthe'paten,t,rigllt~shoUld.;b~"negQti..
ated.between industry and th~,universittor reservede:x:~lllsivelyto:, theuili-yer:s:i.ty
In: the latter case. (This;·typeof Instance would betrare, i:hdeed;-·'if,not~on.;
existent, but the case needs to be recognized, anyway, ,inmy opinion.) ','.'. ,;'
. , 2:Thec~se .in whlchvthe Governmerit enters Intoa 'contract',for: a",specific
purpose-s-the creation of a new drug, poison antidote, medical device' or fnetru
mentatlon-s-andpays the total 'Cost,' including physical facilitie's,personnel, equip'"
ment, supplies .and all ,sllch 'related -Items. This' Is a' l'eIatiV'eIY'riew",'Cf:)n.~epr in
American life;, ..·ThereisnQ'ques~~()n ill, my mind that pl'ogramslarg~IY'.suppoi'ted
by,Governmentfunds mu~t be-consistent with the,·public·.good ·alld~',t?~, political
philosophy of' our country..... H~Itl1 Is ..~. special area which affects '~very.. person in
contrast to other -segmenta of our economy. We canll,0t.a,r:~e fhtit 'the' ~()v~r?~
ment.doesnothave a.lten'on dtscoverlee'made with Government fli,ilds;···. Th~'ques~
tion is how to motivate development of observations and discoveries made in 'these
.Instances 'in light. of -the enormous effort .. and uouaes 'll'eede:dt() tra:Q.sforin, theIli
into .useful products. How can-this be-done and' s,tiH.be consistent With, free
enterprise system? , '" ..",... " , .... ."

,3. The cases in which there Iajotnt sll~rto~:tlre'effort~eit~erby the Govern:'
ment.. industry, and··the,··univ.ersity,or'anY"ot~~r.~ohibinatiol1s, thereof; "L'am
using. the term "support" 'here -ln the context' of sponsoJ,"shi1?of'~·~~earcli,:not. as a
distit:lctly·. mission-oriented operation to "produce' ,R.bette~'::rn:ous~t'r~ll ~Y.u~~' o,f
procedures'a'through.d.", ."'" ".' ,," ': ":'''.''', .... ~ '.'

4.'Among' the areas that .requlre clarification:i~the,:,di~1l01';iti0J:l.'of'rights
stemming rrom nonfederally financed research 'lnv.olvin__g.:c()op~rative' programs
between industry-sponsored.· grantees and' Industry .-sponsc)rs" \vhere'eitlIe:r. the
.personnelcr the academlc-lnstitutdon have'benefit,edfrom,'Fe<le~al'i'-un~s'forprior
or «concurrent 'federally fillance(1.project,s9r'facilities-'..,'Tlipse· <:onti,lcted ~iJ.

Government circlesdo,no,t feel that it is even ne'cessarytos~elf'~utthed~silositio':o
orrtgbte.m th~se situati0Ils.' .YetHE?W ];)ersistsiIi'holc1in~,,Up:dec~si~ns' in 'this
'~.:rea,'ev.en:where,forexam"PIe,:',.,' the,,onlyc,Ontact 'with' Government:ru'nds, .hEI,s, been

',' , ."," """ ;.'" ,,,'. ,,,., ,'f',.'- ,', .,": "':"'-""',' ,'.... ; "', , ", ' "
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'"~"":;'ml~

the-use-of a centrifuge. or.a beaker paid for bytbeGocernment.tn a prior.federally
flnancedtprcjeeu: :" ';j":",,,: .':,';: •""";"j' i:,"'·/, "
~,(,It IaJnrthese last.two' Instances in~which':wefind:~very, little black and.white but
a great deal of gray area; and-It belfevetthab generalagreement.couldbe :reached
that.It-Is in,this' area.In.which.we.flnd .thegreatestdttneutty, orrescturtou. , ' ,
.qJ, believe that thecrus. of this problemwas .summed.up.very.well in:a;draft of .a
letter' tome; last: year (by Senator McClellan, in: response to: a 'letter I had written
Senator, Eastland-In 'regnrdrto this -matter c 'J;'.'i':':/ ;
", ."The' dssueof Government patent policy: 'has .roc along time caused serious con
troversv.. and perhaps the, most 'difficult' .phaser.of .thts-questdon ts the' one which
you,.have.calsed. concerning -fnventions Which -rciete.ro .publichealth or safety~

As Lam.sure.youappreciate, .thereIs considerable, sentiment that-when an inven
tion -effecting public: health is' -produeed under, a-Government. contract or grant,
the-patent rights:coveringsuch;inventionishould reside in the-Government orthat
the invention should be freely and fully, available to the .publfc. Jj"!or my part, I
.tully, .understand"the-reluctance. 'of,':industry; :to".,expend· "funds 'In. the, necessary
:further development of an invention if tpey· arenet-to.enjoy some type of exclu-
sive rights." . iUji!:.,l.",;( ,', ;,,:-: . :', ."

The need to arrive at some :basisifor,the;equitablemeasurements..or rtguts was
hot so great in health research unttlF'ederal support. reached the extent that the
gr~at'ITlajority:ofquallfleddnvestdgators .. in every field: began to: receive someor
thedr-support-from; one::.01'1 more 'Federal-- agencies: and:ytrtually every, nonprofit
research, center.was similarly Involved. Nonetheless, .wtedom.in the drafting and
app~i.ca:t-tol1,of,Fe.deral agenctes'. .patent-polteieshaa.always beenof __ great: Impor
tance to the scientific community. But in the last decade .thegrowth :of Federal
programs.ror co;nduct·:and"suppo1'tof·'~res.ea1'chand, developmentdn :industry:.and
on.tne.eampus .. has beenso staggering, that the .effects or Federal 'policy are ;felt
tOday,)n,.~vilitual1Yev:'erY)abor,atorY!:in. everv.communttvtn-thjs. country.
,>;J;f th,e:eq1,l~ties~Ganno,t:be reesonatar defined. and. rights Judlciouely-assfgtied;.the
facilities of the pharmaceutical industry-in, certain'a,:t:eas",::",may weu-be-cutort,
a,t:feast-almost entirely, .fro,lll::t4e.:ac.adem~cjnve&tigatQr,arid,:from·those:in,. sci
entific operations:,wJthin.the: ,Governlllent i.tself,.' This nan-only, .resujtIn.harm- to
all.;three.;, ')'I<,,'.,":', ,.,.:,.,\':,1,,',(,;:, ':,,::' : ""',(--,';'. i".'",:', ','",'::-",:' ,,'.,": """,,', .:': ',( ~

Just as an example, 10 years ago the total budget of the National Institutes
ofHealth.J():r;its .own.researoh .aud for .grants .to.medtcat .sclenttats throughout
U1~"U)lit~¢l_'ifltat~)'E;W~~ ,.$183, -p1ill~on. "Tllis ~year,tl1e,:,:oyeran:.NIH ..,budget for
res~a:rcl:l;i;;t.ill~~resear,c~,traiJ1ing;will:e:x:~eecl,$:1,l:lill~()n..'i ;;- '.' .', ,'.-.

,',"~~n-;ygar~.f~g.Q"p~rl1~psl,'out .of,10,of·thehio~heIlli~ts\an!'l,other medical:' sci
e'J1ti;st,~)~ :~n~x~:r;f3~ty researchwas receiving: Federal-funds- for the-support .or.his
projects. ( ,.:.,;.c:,." ':': ". ,".:' .• ', ··":::'.'.',r'" ,'! >;",",' ..". '., ,;:,-!". ;""~';,
:.,r,.';[',09,a,y,; th"ingJ;'ea,t:lJ1ajor:i'ty;of competent. scientists .. Who:can,obtain; .the-support
of.~t,h~~r.:univ;ersities,ol')n.e9-ical:s(;hoolsin .grant .appltcattons to the NIH or some
Q:tp.gr',Fie,Q:,e~al:.agency: ar:e,'r~asonllplyc€l-r:tain. to recetve.some -measure of, sup-Port
,f,qr;th,e;i;,,r:es,ef!.}!ch: proppsals, in a, reasonable; percentage.of the cases" i " :,""
;·;·"Witll;:Fed~1,',~l.ni()Iley: tllus reaching intoi.eyeJiY, laboratory.where'competentwork
Ie..beWg conducted, "the ,imPllct, or ..B'ederal..patent. poliGY. nesbeen, staggering.- ..

~
' ;1 ': ~s:Jr~de·~~!~iri,r(,)gralll.s.~oIltilllle to: expand, it ml!:--pe: impo.ssible,for·!any'business

. 9.,1'.: ,.-.n.·.. on...
p
.".. "O... fl.t..•..-!1:e_..s~a.r.c..h.. ' o.rg.a.u.i.za...t.i.on...to... work..• "i.U~!CO..ll.a.bO".a.tion,.w.ith',a.n .academtesflt~~tist;,:with()~~Ji:l:ul.ing,thatmany,.of,·. these,"sarq.e .sclentieta-are .collaborating

in,]1ooeralGovernmentprogramso,.-" '. '.,;,,.. ..,,.,,.,!':; ,,':' ',,, ",

:'"T.4e;.',p~().lif.~r~ti,9n j'P,~".G,o,v~~~J:P:~iit,r~:seaI:ch and;,deV;~loP.J:nellt~etiyity.demands
that lj'e4.er~Lm~-:t~nt,polici(;!~_,b~.developed. .to asstgn.equltably-rtghts .ceen of the
iriterests engaged in scientific research whether they be Federal .agenclesc unl
ye;r?it,i,e,s,pr m~4i!;.a.l.I'l<:h.oq~s, ,()p; pl;iYll:te, .buslness ;..Iimt~rPl'ise,s;",· .i

", ,,',rhe n~~d .. f.9,r.~Elr~~1l1;, r~~oluti9.J:!.. ,of,,tl;l.is, :,proQlem, iW~S·. beginning, to emerge .' a
.p.~.qElde. a*()..;Jt~~as,-,n~l~illo:~y~v:er",a,s; urgent at -thatttme' because- nongovernment
Jpt~J:~st~,,'W;'~:re:W3--\l~llY,;ar,ll,'!-,t()__ cooperate with, sctentists-who: were. not: associated
with Federal programs and so avoid involvement with F'ederaf.patent-problems
:!f.. t~at ;was;,~ ·~I;L,~se~(3,ary:, f.actpr; ,ip.~ tAli!!. 'advancelIlen.t of, the, researcb underway.
.:,'~e.!()J;e li:qd; ,illlple,diately:. !f\.fter ,W()rll1.Wm~" II:-,Illany"graduate students: in·:the

s,p~enc,~,~ :stu~.-Y;ip.~·for; a.qr?,nce~,_d~grees were supp()rted: ,by,,gl'ant,s,.from chemical
,Qr:,pP':irmace;U~i<:a~,~o,mpail~es-;,froIll',their. universitie;s, ·01" ·from educational, ..and
prof,e,S~~OI;l.a~·)SOS~~~~e's ~:(p1;1Nfcly'~upported:healthorg~izat~()nslikeot:he :AmerR

J~,~ll:g~~r:t A~,soqi~t~,o.A"O,J;ttl).~\AnleriC~,n Oancer:Sqciety. '..::' '" ',;r" ': '.'- ":,;,"" ':
·.···The grj;lJlts. J:ro~ pharlll,ac~utic~l"alld' ;chemical compllJues. were; usually: 'out- .
:l;"r~h.t,~}f~~:':~:·~~PP'H~f~·t~,~;~~¥4~p~·)w~~n.,little. or:f!.()i;.~~tvisio~ ,:by;th~,granting
'company of the research bemg conducted by the student.
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,;Mbs-t 'often;tlie;acane-mic:,sdentist had no 'ideatwhetner .jnarnewt.chemrcal had
any physiological, or therapeutic activity: untHcoit :was:_stlbjeeted·,:'to~ tv:battery:
ofJ-scree:¢ng tests, '·by'lhe'grahting')c~emical; ol"ph1:lrmaceu~i(:~al- company;: .
··;dResults lof,.the,screeningi were customarily. 'reported: ,~aclc to: the: ac~demician;
Whp!'W:ould'then~-,s:yiit~e.size -otherjlhopeftrlly'more: active,' compounds "on-ttre-baste
o:lJthetest data.> . >" ' .

This collaboration between academic and industrial science advancedcthe
cOnipetenceiofAhe,;jndi.vidual student' :orc,prof.e;gsor:[Rlld'-<also/contributed: to the
general-advancement 'of knowledge, .fon-the test' data. supplded by the/company
we're alsofrequently published .m.enetecrentmc.utereture that is studied by-the
entire .pharmaceutdcal-chemlcal profession.. ""," ,
': .T:hera:msuallYr wasno,forinal·,contract·betwe,en' the pharmaceutical 'company
and the university.. It was understood.rhoweven-fhat-the- chemicals synthesized
in .the.unlveraltyIaboratory 'would.usually-be- screened-by the, granting company
for posstble'thenapeutlc activity;' ',"'" . ,", f :,;',,,:,,,":' :,.,,,, '.'

Only'ifthe'compound,ap,peare,dto have possi?ilities'us' acdrug in the treatment
of SOUle disease would: a .specitlc: agreement -bemegotlated..,between: the' granting
company,and university admtntstrators.« '. " ,

Quite often, chemicals prepared by .academic "'scientists 'under'<grants.. from
ncntndustrfal sources' were also screened ,by,pharmaceutical- compantcs-as u serv
ice to 'a universitY;! ;
',/l'he': tremendcua-expanstont of.-:grant funds .avatlable-fromvtfie ,U.S;·Pnblic

Health .Bervice "(NIH):··.has" been; aecompanted.vaeIs .quite. proper; where 'public
funds .aee being: dfsbursedcby-a. tighter administration .or .Publlc .Health. Service
grants-and: the, development: of .procedures. designed: to .insure -that..thePubltc
Health Service's traditional public: .dedieation poltcles rare .carnled -out.. "

,As part"of; the: regular 'procedtirexreciplerita.of. PUblic-Health' Service' (NIH)
grants' are-nequlred to', submit, reports.on ;inventions they develope '·They 'must
agree,:'in';essencer'when::th'ey,accept the' grants; that the patent';rights"ifa:ny;
will be disposed of by the Surgeon General of the Publte Health Servtcet
'If agnantee.synthestzed.aru Interestingchemlcaf comp?und','or asertes: of such

compounds and wishes to have them screened bya"pharmaceuticalhouse,'heis
required: to-notify-the .Public.Health-Bervlce. before 'enterfngfnto anyscreenfng
arrangement.",,'The,pharrnaceutica! 'house then is required .to stgn.nn agreement
relinquishing' any patent rights m.uie test area involvedbefcre'Itfs pehliitte~ to
undertake thesoreerung.work.. A',copyof suchan "agreemen~,is inserted later
in this-statementc.n ie'.:·""",:: ;':".',; :""!";';"<:" """ ':';"", ,.I,"""",""':'

Aonosesenoue restnlt.(If<.this' 'restrictive Federal patent) policy, 'ae a tfmewhen
expansion of."Fe:deral:·re:search: programshas.rput :Fedf!ral····m6ney,into "a' great
many, -aeademle.Iaboratories: ts.tnatmanv. 'new 'chemlcalsvare :not being tested
at. -all -or- ere- not. being, fully 'evaluatedibecause; drug companies' are' not able' to
undertake-the .work-under conditions required 'by the -patent' pollctes 'of: the: 'Pub
lie Health Service and its parent agency, the Department of Health, Education,
and Welfare. ' . ,',:,

Why is this taking place? . '
A pharmaceutical house, whici{musfinake'a'return on any investment in

order to survive in this ~pU,ntr(Y'scoD1petit,~yeec,ollPDlie.system, cannot afford to
invest the great numbers 'of dollars required for"comprehensive pharmaceutical
screening and development wnhout.scme nssnrance that it will have a chance
of getting its money back and perhaps mi1ki~g"sop1efair profit on its endeavor.

A related consideration is euateven-tr e. company were in a position to underRI·
t8:k:~,f:l.~~,r~en~,~g,'pro~e:ct"f.~~ .. ,~1?.!~?a.!,,~e,m..~ is,.,~~irHtis~ )Vi~l;LO,~lt. r~g~rd .. t..0. :fi•.ll...•a.n...C•. ial10'8s, 'It'would be 'eompoundfng Its'myestment'Ill thls nonprofit' ktnd of work be-
cause of the fact that it would hav'~'to divert its laboratory facilities and its
scientific and administrative manpower from its own independ~f'resefi.rch.
thereby losing an opportunity to make some useful invent,i9,ll,Qn its,'own;

In addition, by inc,0f:P:9~ati,ng reseal."~h"witp. ,soll1e, ,(}()Y~r.nment,"owned .ccru
pound_in, ,~abora~Q;ri~,g-,wh~'fe',wci,rir' ot, rts .. p:'wii ;is' ~qing ,all'.' the, company takes the
risk Of ha'Ying qriesti(ons' rais~d 'about po'ssible dovern~)):eI+t: right's, to th~ projects
It ,;is, c(;)J~du~ting in,thel~})ol'atory atitsowne;xpense~', . " '," .'.'.
",:'I"'lmow'.-';,that' ',so,ul'e, ,haie .writt~n •. :(8c~ei:t~,:Jan. ~" .. 1965" P., 134),ih~t the
asse~te,d',hr~akd.oWli'ip:}rid,us:try~tWi:v-ersity:,relation,S ',se~tils, .reillote" s'inc~it .is
t'epo~te(rt]{a:~.'t~e:,iil!iustrY,,":WP~a~s)o": (J; ,qe,ye'q~9t,~~'t~es,e,' frVo~rd,sl,1,~ca~se
they .ia'r~ kej"ones;' ih:my 'oPi:hi()lJ)',li,~v~:Spent::qv,e,r \$~,'mi1F6A:)npre .i.n,' ,;J;t~';,&~'P~
experiments at academic institutions; medical schools,' and'1"EHat'l~d' institutions
in 1964 than in 1963'. These figures are probably true, but they overlook at least
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two tmportantaepects 'of this -problem _and thus v'appear to"teIl a-aide -or 'the
etorv-ruat ts.not correct, in my opinion: ,:'",:,

1. From;1959 to 1964,the,nutnber ofnew:chemicals-introduced-into the.prescrlp
tjon market, declined fram63 ·to',17 ; _this .despfte .an increase in -expenditures ,by
the industry _for research .rrom-aboutrzon.mtutou to -300 mllfton, 'This simply
tells me that costs in R. & D. have risen along with thecosts ..Of"llost other
stems. ":0: ,::

·2.,Much:of-the.research, sponsored, ,by_industry; in', academtctnsntutrons does
notdnvolve. a product or idea' that is .patentable.; it dnvolvea.basle research in
human physiology, pharmacology-,and'biochemistry, -to mention only arew, This
bas come about because of the realization of the·.tremendous·importance'·of'con..;'
cepts developed here and the implications 'implicit in them for new 'drug design
while-not relating to.any.speclflcnew.drug.! ."::. _"

'I'heaverage academic .chemisthas: extremely limited facilities- for testing -new
chemical compounds prepared by himself or by his advanced atudents..

Some universities'have test facilities In certain spectfte-areas .of interest.
Some Government.Institutions also have limitedtest facilities.
A few commercial laboratories have been organized to .conduct testsor. new

chemlcals.with the.standardanlmalscreens.
But such facilities, .even -in combination, are not 'adequate .to-handle-the .test

ing of the large numbers of compounds now being synthesised-fn unlverstty
laboratortes. -Even where-test ·facilities are. available in' the nonindustrial sector,
many-of the more sophistieatedscreeningmethods.are·.·Ii:ot in' use. "':For'Instance,
I am told that-It is. comparatively 'simple to run a' chemical cbtupound-thcough. a
preliminary screen for antibacterial activity; but 'it Iafar-more compltcated- to-do
screening for neurological and anuvlrai acuvitz. .

Another paradox, arises 'here.t.in view of thefact .thatone of the: Federal Gov
emment'strnost active and promising research and development 'programs -today
is itsse,arcn;,both, tn its own laboratories and in grant or-contract-supported
laboratories, for antiviral agents,
r; ·At this point, I should like to make specific' reference -to. some' ofmy own per
sonal experiences along this line:

1.• One area in .whlch we are quite interested fnour own Iaboratorlea has been
jhat.or.tne srntnests of. possible antiviral agents.. .Prtcrto the procedure of-":N'~H
which, substituted .a patent, agreement for cla use 4 Cal on-the face -of". the -sheet
of the application for -researeh grant, we had received agreement-from one of the
major pharmaceutical houses to test compounds synthesized underrtheterms of
a grant f'rom :NIH,for, the.synthesia of heteroeyolte 'compounds as-possfble ranti
viral agents; Fcllowtng-the implementation. of- this .. policy (between November
of 1961 and the$pring:of1962)·thepharmaceutical house.was.placeddn.the post
tton or having.ito-Indlcate that they, could- not .slgn the' new.tpatenbtagreement,
since they, were concerned. over the scope of its text" whtch.is.us follows:

"DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

"Public.Health Service

"National Institutes .o;f':i!oolth.

"Bethesda. 14,:Md.

"PATENT AGREEMENT

.. (substitute for 'clause4(a) en th~: 'fac~ sheet;QfApplicati~ti'fhrties~~~·cih :G~~~t
, 'E-4701j .

"Institution:...,
"Investigator(s) :.. ._ .... '
"Title·ofRes~arcl:i:Pr,qlJosal: .... :.- " :,,' . "'.'" ..;,'
'.'" "Tpe .. ~ol.imyiI1gafnen~~d .pa t~nt ;agreell1ent.ls .. accep~lf, by.' ;"~_...,~_~';,,~_~;,,~_~,..,.,..",,
"'--"7--""--~'-~ and,becomesll part of, .the official ,applicat~onfor Public Health
Service support" identified as -:c_~~,:,-.,.~-~...,-~-,-:---: . :', ":"'.." ." .'. ' :.. ", ;:,,:: ..- '.

" 'if any inve~tio,n.. a~ises .or)s .§eveloped. in the course o~, the _Work-.,aiqed'by
the grant, the undersigned willrefer to the Surgeon General for determination
as, to ,'.-yhether patent protection shan: be sought and how the rights In.JliejJ;lven~
tjon, including )"igl1ts.under any patent isslled thereon, •. shall be disposed of and
admirtistered In or~er to protect the pUQUc int~t:est.! '
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"(Signed). --'.;,,:~:...,_c:..;.;_.;.;.:.....:.:.;.:....:.:.:.:..:.:::.:.:.;.;.;
{Prfnclpa.l.Inveattgaton or, project

qirectl?r)

.".'
.':,{ Acc~pted)' ...:.,-.,-.,-..,.~ .,-..,...,.-:-_.,-..,-_.,."':.

. (I-nstitution"official responsible
for patent matters)

"(Title) ::::._.:.'_::::...::":_-'.;__.,-__c:.:.c:"_..:.:
.~,{ Date)' .:.' ...:..:. _:.c.:.:..: _'..:.:. .:._.;.;__:.:'1

, 4syou'ca:nf~adity, observe ftomthi~,~gr'ee,nie'ILt::anyph~rm·a.ceuticalcompany
thatWl)~,ld:ha:ve,ll,grJ~_edto itWQ'u11j haye been:donating tts.servlcea.without hope
or cOp:1pensa.tYin:, bas,eq.pa~ticlllarly on :itemNo. 3 above. ..'
.; Ill: ~notJ.1~r' ,area, .we)V'ere,prep-aring compounds for possible use in the general.
~'el~p~,w~~tl,lq.ie:a,lth;:a.;rrangements tpp'mgh NJII were possible. for the screening
p~,O,nlyfo~·:·,co;n'l,pqun,d,.$:,prepared,dur'Ing. the,co.o/se of this .work. In ,th~s con
4eC;tiow I,:r;~c,e~,'ve4 a ,docu'm~nt.-sumlIll;u:izing- tpe: results .obtained in ccnnecuon
,Y4th.tJ;l,e, scr,~·~~ing,.?,f, :t~.e!3~'~.PffiPP~l~d,~;, !hiS ~~I~.doAtl~~~t:~6§Qm~,.5,5.,p3;?es,on
only three compounds; The 'result of this are summarl2;;ed "w,w:paper "rec~ntly
},}ubli~l1ed,ill, tJ:1e: J.orrn:al ,o'f,p:ha~age:gtical S.gi~J.l~,es·;'CQPies., (}f ,'~his pap~:r:: .. are
attached' as 'appendix' it t()'-thls statliment., There' are severaLdozen other com
pounds i,l,l,.O,ur .labo_r~tqries .n,owa'r~itip.g .su,chtesthtg, .but, .thus rar; yre have
lJe~ll'u,n~ple to get ..F~em.test~d .. " 4s. ~ll'i,ngication of the difficulty in this. area, ,the
summary statement of one' of the compoundasubmlttedIndlcated that Itdemon
strated: .certatn CN.SAepressant effects: in ,mice,. indicating that it migh't well be
~onsidere'd as a't~ii.Ii<Il!-ntzipgag~nJ,Jor further, ,stl,];dies., Until the .present pO,Hey
~ituation is e1afijied,. J.J3:hould, ,lik,~ toa,sk: thecpin'Inittee:: ;Where is this .further
study to beldone'? ' At it pharmaceutical company which can hope to gain nothing
:fr()1psuc:h.stut;1,ie,s? ,~hi13 does-not appear llkely.to.me. .', ..' ."

Perhaps ,ty'p~calof the. type of problem notedby many in this field. Isthat Cited
ill.'app,en<li,~ .'1,: of the '-Voolrid'ge::Report" .' "Biomedical. Science. and Its. Adintnls,
tratlon," '...1\1ricll ,,()f this .sectfon isd~:v:otedt(), the Cancer-Ohemotherapy Natlonal
~~r;Vice,o.~nt.er. ,Tijereviewep> di~El it'o~ 441g~.the" CO:N"SC uneatfsractory; but: they,
~J~:nled.1t$ IWteIltplll,icie.s .. in p~rt_,for~he.J.~,<;k,or fol~owup .of ,possible:ant.i,ca;ilcer
drugeffects:',.:,:",_. ' - ,," '.,' " . "'.< ,'. ""',, ...• "

·.·.It. ShO.ul.d'be. noted th.at many. com.PO.Ull.·.\lS:fO.Ulld., t.o~aYen.ocarc.in.otoxic activl.·ty-Af.~
but which,poss.essother biologi'cal acti:vityhavenot been, studied further b.e,cause V'J"
of PllteJ?,t,~ont~~t; ,andot!ier res,t:rictions.':, ,:~age 87., ... : .....'~;'

.As .. an. alt,erIlative, to tllese; typ~S .o!, Pf9ceq,ures, ;ruany, academic scientists in
th.efie~d9.(medicinal: Cl1emistry, "a'r~, t,urnip-K,to their; academic, colleagues in
pharmacology 'for such screeniIig as·,c:,ul:be'ha.;d·';but"I, \\lioulde,mphasize that no
UA1.ver.tl~.ty to imy JrnOWledge is t:i~;,organize:d as. t() ,beAp. apl,lsition to develop
a,;~~¥?,,~~.n,g .,f:r,(n:ni~eiWOll1eIlt: of. the:,ill~ept~on .of,the id~~'~f tJl,{! .structure totlle
final dosage form:' Furthermore,· I personal,ly.:o,o,l:lot_pe~i,ev:e; tJ:;U.l,t: anY"unlversity
should be so equipped. or so engaged. This is :essentially not the function of
university research.

1:-'rE~f~ j" ~~~====~'====~=~=~==="

oa''Jn connection.wlth. the compounds. eo.be. synthesized and/or-developed under
the.subjectgrant, which are submlttedoto a.pharmaceutical company torscreen
Ingipurposes; the grantee and the, pharmaceutical company, hereby; agree, to-the
fcllowtng condttions :,.,f "", -.',j,::;::'~'~'"

"L.The.pharmaceutical companyshall'not-,makeqisclosures' of the, results-of
testiiig ",for; '~' .pertod of: 12; months; -excepto with: the, consent of' ajj. parties
eoneerned.La..'! ;0 ,.>,,-:. 'i' i t , _ :' } ' .' , : ,' ' .. , _, .-,.;i

':~2.,'The',phamnaceutdcal: company' -shall' reportothe results .cftesting; 'promp-tly
to, the" dnveatlgator.iand wm-rurntsnrto '~im. for, use, by,' the"PHS'in', connection
with any-appltcatton for patent which; the PHS:may,file, the.Information.demon
strating. any. utdllby.or new use of-the compound.

'~'.3.,yThe: 'pharmaceuttcal: company" shall be: permitted' to-obtain patent rights
to. new .usea :of 'the icompounda .developedcat .tra. own expense, except -where -the
grantee contributed, orpartlclpated -tn: the conception .or reduction to .practdee. of
such. new -use.tor.where-such .new use: patent'would')mmp:er;-,;impede, 'or: infringe
on' the-Intended. use, 'of.thennventron covered,by-the-productrapplteatlon.vcr where
s.uchinew·useiis.withili.:the.field of-research-wonk supported by the.grant.
. 'f!4. ,There 'shall: .be reserved 'to the" Government. 'unders.any-new.: use<patent

obtained.by the pharmaceutical company' a nonexclusive; Irrevocable;' royaltr-rrec
ucense -to-rthe. Government;'. wfthvpower to '.' subltcense . for. all-.Governmental
purposes," . . '
",' (Accepted) ,;:.;.:.;.;.;_.:.;-'.;'':'-'.;-'.;;.Lc;.;_.:.;.:.;':''.:.;,::::.ii..;.;.i.

(Pharmacetrtlcul. comp~;ny)

54-400--65--pt.2----16
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- .Ianeed: riot «belabor :this:ipoint;:'tIfidstf! compounds- synthesizeo:' wtllnhavet'no
practical' 'value ras medicinal, agents.n Nouethelesea vou. ihave alre'a"dy'-'neard')ih
these .cormutttee-hearfngs.or- fromeotherrsources of .thetbastc ctscoveetes .jthat
have.goue from the univer~ity laboratory to the patient by:theicol1ahora~ion::of
industry with ttie-untvecstte ;.'theseiincliIde':such-jtems .eauueuttn..cnscevererrat
the: University or.Toronto,'f\Theelin'~':discovered:byi Drl Doisy's'group at"St~;':LQ:uis

University, cyclopropane discovered by a group of scientists at Purduect'Bena
dryl" synthesized 'by Dr. George Rieveschliwhile-at-the University fof;;Ciricinnati,
and, chloramphentcol- ("Chloromycetin1~~'discovered 'by' Dn: .Buekholder.: at- 'Yal~
University.; :;For.'everyi succeas.cthere havetbaen thousands :of: examples.rof lack
of' success; yet for every single, drug, -eo-concersed- and, ulti:Iiiately:: marketed,
there: has been: .remarlsablerrelfef for 'thousandaoyea, -mmtone.ur.tetcktpeorne.
I: believe-that-the policy 'developed .In-tbe-Congreee' as fa:a-esulti.of .these-heanlnga
and.cther.etudlesshould leave' the, door open ,for such- ruturacontatbuttons•
.',:'AEl' 'ttl} indication ofrthe type:,bf, difficulty,; that the;academic,.scientistJenconnters
In-the evaluation: .or ihtsrcompounde i currently,' Lam- .submltting: as- ,lippendix!IJ:iJ:
a copy of, a-tetter in: reference' to: the: matter' 6f\ the: :antiviral (agents ,previously
mentioned', above ; 'please mote: the sentence-In the 'second paragraph -whieh indi
cates' that. ithis' cgroup, , the- ,U;S.: Army'''''Chemical" Research» and cDevelopment
L::fboratories:atrthe·':A:rmy; OhemicabCenter,', Md.:, .r'can ",only-asaaycompounds-of
proven antiviral activity." This is, one of many letters that I wrote-au-the
suggestion. of :an.official 'at: NIH 'in an effort to. derive. suitable. mean's .of .uestlng
ourcoinpqll)1d~;::Needless·t6·say,I cannot dlsagreetwltlr-the Director of Research
of this group; for he has a mteslon-oriented program. Nonetheless, this.:Q~ers
the individual academic,spiell,pst)ittle hope of success in 'obtaining 'bi.C!'lo:~c-!ll
fi1cre~niJ;1g,for"his:setUllproved componnds... '.- > " ,,,,.

, Even if: the·'academic scientist manages somehow to overcome all of the diffi
culties in eetung acompound screened, and it is found that his compound has
significant ac-tivity,_thisjs'oJi~y'the beginning.

After,the. fir~tpro,n~s~nKir;t-,di~,<ltiP¥~:Qf l)io;logical acti~Tity ~~v~ ..bJleIl.. ;uncoY€l~ed,
many ,additiona~ ~tu:c1ies. :must'lje' c,arrted'.\f#~'b~f.o~e .' ili~..co~li~vP4,'c,~,ri 'ever''fetl.cp
the hands 'of the medical profession,fo~_th'e,tre;atwent~rpre:v,¢,:qti,,?,~'i>:f', c1i,se~~.,~:'

j
Amongsuch studies, which areClis~Qll1.8;~i1y.car~i~,d,()l?t, byJh~.p.Jiil.,rI1la.~.(,Y!Jt,i~af

i~dustry, are ~urther•. testing in' .~severa.l.. ,,different.-.'aJ]J:ql,aI's~~s" 'm:e,t~~lb;g:i~

•
-' etudte..s., ~ario.u.s.. s.u

p
.. a.cu.te.t.OX.i..C:'~Y•.. ". an

4
.. .o.:hr?.ni.c,..t.OX.• _I.·Ci~,Y ,:.s·,:.tu.. d.,.i~.S..-.,..;~e'.'.v~.';1~'.p.m.•..'err.}.,.. O.:f.,eommerclal methods of synthesis, fomiulatlon Into .. ph~:ryilaceut)ca~ d.osage'~()~~

and tip-ally, m?,st_ Important of all" the completion Qt.pxoad 'cttriicat' s~i:1i'es' sii;rn.:
elent to pyove.'.~~ ,~ffica:~y and;.~fety of we)jo~:etl:tial~e~'~m(~p: j~mna~;J!~}i~pM
to,the:,s~.tlsfa,ctlQl1o,+,PI:e.F.PA-.;,)",:~of,:,,):ci:"~'.;':- ",!'; ",' ""(",1,,(,r ",,'-' .• , (",.("!!;;",,,
~'Such':dev~lopIrientprdgrams' ,ca'n',take, ,y~~'t~,t6-c,oJri:P~~1;e; a,lrirt4~:~Offts f~~l1, ,TIW

£r,oDl $;JOO,()()O to $3 or,$,4 m,~llion,oFI,llore..,; :':.'.:.,:,....,.;, ,,;,.,',; ;.. :.,,':'.,;' . "il > ;;';''''''''';
., I assume :the;re'has been or will:1>e d.~(~iled testiirJ;d:n~:Ji:~m pha-x;ril'a,ceu't,ical
execll~ives0J? the dlfflculttes and tlle c.O$;~,~f .4r~·d~,vel0pin:eilt;'.arid r ~il', l.eaY~
SUCll te'stilllolly to theJ~dustry,wit~e!3:ses., '.", ,':,:,:, ' ,:".",'" r';:": ," :_,.,' : ',',:':
'I.''''ouldnot W,ant,·the 'Subconi~i:ftee.,'()n','.pab~n~,' o~p.high~'~' ,and 'TrM:lemAr1i~

to overlookthefact that ~l:ie:<3(}lmtry's univer~ties:all~;'Wedi~3t s.~4001s c'3:il :pI~y
~'very: useflll' role, in adlllfni,s~ration ~f the'se, ~oti:tp~e~,:Ii~lt'e,~t''is~~¢S:,i~ iq?ngr~s~
sees tit to permit this. .,',. ",; ",! ,: .. , "" ,: , ,;,'-,,,:,,,,,,, ::' ,-" . (•. ".,': ;.:" ,.,"". ',.' :,.; .. ,

Incrl?asi~gly: ,large nUIll1,:)eFs: of :uniy~rS'iti¢s :,:V'e;finan:ced:Pr;illi8;r:llY', '~~tli, ptilH.ic
fund~i;e~th-e~'State.or :FedeF~I~,:'-T0cia'y, tJie;"p'ati)e#~ )?iJi:fci~s', oit lliariY',~i,v-er~~ti~s
reflect·,astr6ngpllbl~c.interest ,:phiIOSOPpY'wliicllj~ l:tsse:rted In ne:g?;~hitiori's ;Witll
phqrmace'uficalhouses forcomm\e-rcf~l,8gb/s, to:.~her:ap'~~ti~·, ~g€!n'ts'di,!}Co:vete~l' 'fn
~ol1nbora,tive 'universit;V~il1Cl,ilstry'r~se,ar~h;'" ;Fol-, ,"the"unive:rslties :t~' '~nte'r- #It'O
8uclii agr eements it'is necessary, of course;(for ~th(:nii to' hav'e titte :£0' the iny~'ritioIYS
eitller becau~ nO Fed.~ral in,terest ~ll~)nvo,lved"~r because .th~ ,FeQ:er,&l.):(iiteF~t
was,w~~ved bY"the;gr3:11,tiI;t~ff:igcincY.'shl'lad;:;:' '.''''''' -':,'f\'~J;, ;':.; ':':'; "'f;":,' :',,':" .....;.!
, Iii'ibothkirids o:f'cases;licensesa'~r:ee(f~o "b;v u~l!er~itje's .usuallY',pr'ovid~,foF:'ti
reas()nab1e period, .?~ ~arket' ~:xelll~ivelY:"(lr'"to' "~?Iilvensate: :'llie j (¢o0tiera:tlrig
cQnipany .for .its: d.evefopmentco,sts{J2Jj! to' 'acklli>!wledg,e 't~~,;,~'ci#lpaliY's.: pa,rtici7
pation'as'a pa,rtner Vii l the,' ori~in3I(res1arC1i';~fln~r;:(3 r'to.' i~~ure :P,1:o.111:nt:d~v~lO],)i
Iilent<Jf the cODlIlouhid'iiXto.~"u$efut:J;h.etapeuti'C,a~eil,t~'·'::,;.' "'.";' ,:, ":,;: 'I, ':)/).~.' ,'.::i")

f'. In' turn,' under·'t~eseiigr.~en:.t,e~,ts, ~h:~'C'o'riipa~y'pays;r:CiY.alti~~'t~!We un;v~rS\!ty
arid -a niajor'pbrti~Jil :of :'th~inare.' p~Qw~d'·back'oy'·tbe"u,li.iye.I:sitY'!into ~~t~('v~d..iou,ij
research:an:d'educatio-iittl-tjrograJiLs.': ':;d"'" ! '}'1''''!'--' . ,-- 'i!'!";" '.':"'l,_ i:;n

, '" ',' ,,', .. " .. C; ... '..', __ , '" ";;,

"1'J

r,(i~
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IAt tiIhes,i university ,:pulicy('prov,ides; that. the:individualdnvetrtor 'or :fnventors
may,share appropriately: fir: the: ro:y;allities:·paid,~_by the; pharmaceutical companyt

Thertradltlonahcollaborativ.~Teseareh,;progTams,of!"un:LversitY;land;jpharmaCeli;;;;
t~cal,scientists,have,wotked",welL;irbthe:past;c!tJefore: -the ;Federal: rmvolvement
became so great as to create a bar to such coHaboration,,'-Thel,ieve:the;principles
that: have-guldedj tnta-eonetomnon .in:.tfle' ,past ehculd-betapplied.byi Oongresst to
the: patent pcltcy-nowbelng.worked.out-ror Pederalageneiesn:", ..:,' " -.'- ..

:.Specifica)ly,-.f.beueve.tbat .patenr-ragntss.certatnty. most- of; them; arising from
Public .Health. Sertvdce..(Nl~},grants:'.to. university;' .peraonnet should -beeeleaeed
by .the Public Health .Serrvtce, wfthrreascnable safeguards; .tothe.universfttes.n ..;
,,·If-;.~esirable,;a:periQd,of market :exclusivity! would, be: negotdated.by.the untver
sity ;withi,a.commer.ciaLcompa,n:y;-o, -RoYalties .wouldjbe.paid:to :the'.U1ii:v:ei·sity."

:In: .everz. instance" ',of·.courseo .the "Federal ~ Government ,;would:;i9bt~in;ia-non-
e:xJ~:Iu.si:v:e,.royalt~-free:Ucense,for;its(use;, .. i':' , .• "." ,'J,'

.Under a-procedure of :thiSJ,:kind;i the :pul.>lic,!wOuld,:'beJ'served-'"byr'expeditious
marketing of new drugs, by having private funds funneled into university
programs, .and- by":hayingi;Gov~mment"retain .ajncnexcluelve.Hcense; for; its own
use.. ' .. ", .'j '," ,;" iJ' '1;:):, "" ','"
','1I~,hope that ,any;:pate.nb :bill('whiGh/.eplerges:drom these-fmportant theartngs

contains provtstons author-izdng.sueh aprocedure; parttcularly In thehealth.field
which is so.crucial.to an.cr.ne.t.

'yi'

SPECIFIC,: :CQMMEWlrsi JON,i~'HE ,,:PEN~ING, 'LEGISLA'TIoN, :·:IN ,'TH~S;' AREA,:
: " : : ' ' .• ',~ , , ."" . ~ I .:-" <, i ! ' . ,I' " ,':.: .-'- ;.-.- , '·c, ,'-, ,;' .,.:', ,, ',' ; ,- ,.-. ':. ,,' ," ""',''->,.:, .c.: , "

S'ectl()n'3'( b) (3) 'of S. 1809 (Senator McOlellan's bill) r~~v.es to th~',coiltractor,
D,Qt .less than, 'tl;lnirre:vocab~~l:Hl?P.~;9~u~~Ye:!,~qyalty~fr,~e,.Ilcerise for. the practice
tprougllol.lt; th~ world Qfeitcp euch jIlv,ention.;' .. If: the contractor is an academic
i+J,~t#:u,.~RP" ,~1WP,a n()li,t~a:llsfer.ra,~}~..-~~C~;r;t,s~" i.s.,w:e~ngle~" ,since;no universttyor
nj~di~if~,~~M~Qql;,i~, i,IJ. :~ ;P?~~P:O;ll"tp'. p+f!-pti~) a,~ i~!1Y:~t.~q~, 'Mt Jlle;,~lls,e .. in tended b,r
tJ:lJ.sprQiV}sI0Il,~>r ::;.-" __ ",,.-," ....: ,;""'",,"';:,"":1 ':'"" ..: "":''-';'-;''''__ ;,;; ",,'c',,:; ,:-:':,{ c,":::, ';; .. ,';, ;,--:',i

Obviously, the' license a~cPfp.~cl--: to, ,a,:~llIliv~r:SitYi,Illus:t. b,~ ,:trl;qisferrabl~, to :'~G~
co~p1ishthe:h;ltl:IDt.of,tl;lepro,vision., ", '",' ,,:: ,'" ,','" ,;,,, 1 -," ,:;,',:: ' .. -,';.- ,:,':',".'"

AA8tli~rserttryls,.objection.t9, "S." 1&09:i~" ,s,~¢tioll.4CaX(.~). ,:Wh:ic]1, prohibits anY
contractor, }nc~U:<1ing,a,1lniyers,ity,!,?~;.Ib.~!¥C~~Sl1qql,: fr9m .. ,a;cqui~1~K :ally: J,"ights'
to a dis:G0very :til..t1l~ health, field .and i reservee sllell ,l."ights, to, the" .Govemment
~xc:en~in:·:€:;~p#OIl~l:l;,~~ci.j.PJ-~,ri~e~·:,r',':,,~'i'::'·"·',[, ..-.,.:,:, ":.,, ::,';': ".:'. '
.Th~ field,.o~ health, ,~pu.14,-,¥o~Jfe, .~Wg~~d,put',for, tighter controj, hy; theFederal

Government; .. ,+ll~ ,,~,tent::,syste;Pi.,·:&.J-},~,. ,th~ Incentives created. by ;.,it, .should be
b~ought,-to bear lnq:re):Q.; t4e fiel,q',.o~ ,J;le~gp,t,hn,ri: ~*·Jl::ri;v,other",p.qt,1e.E1s.,: " ',:

.A,t,tJ1;e ,very,.least, , tpiS.,~~l;ls~, ~))P:lJ~.d"l.?~i,rnoWfiep- toen,ablerAJ,liv:ersi~ie.s wit])
pUblic~~n,W,rest,,:qate:nt.poli~ies y~ .retiun,.J;ight~..toInyen ti,Olls, ,(leJ:iv~ .rrom :Gq.vern~
Dlelltl$fll)Porte4~esea1i'ch:fQreX»iq1tat10;1!·,·m.4er ::r;ea,so;na ble J~r:m-s',,' ,:':.'-,,;.: -. :,~

'General' granrfJs 'for the' 'provision:of origin"al facn~t~es':a:Qd"tl1e', expansion',of
e;x~l:l1)Jlg: fB,Cil~t~~: :e9.~: :uni.yers~ ty, '~9,'~~atio;ni)~J;l:d::r~ch: ,Pl'OgrB:lrJ:~::-ar:~, desig~ed
to strengthen these institutions and enab~e"theOl;to:play: .an 'etreetiye role, 111 ':the
I!-ati(:m~I.~:onOmY'8:ndt1le;H~~~o¥~:se~tu1,~Y:~,:·':',;;'";"',,, ..;,',;. -:,:.:. :.':.'

In thi~ connection,,l shQUld}i~e':t~qu;ote ;fr,o:m,ti,Ue YII, of .the 'health research
f,aeilitl'es bill as -9iigtp.ally:'p~Ss'f~d",:iry; .tpe,.OQngr'eJ3S-:-:-$~tton 7'()~ (a)' .and J-~).:
,:~~SFAJ. 'TO~. :{a) .. The, :Gcin.g,re$~;lt~~~by",~n4,~ !~il.~",J1e.cla~e,s.tlHtt ,(1)t~e. N~tio:n',$

eCf,qn0!I1Y,c~e~a~e, .?-nq s,~~,lfr~.t:r #f~ ll;fl,!"er~el;Y;,:,?-,:ffeG.t!~.d.-~! ;waJ?:y,.~rippl!ng.~n4 ;ki1l7
ing,diseaJ3e:s~fthe Pl"(,w~ntlqIl and contr()l o.f WJii~hreqU1reasubstantIallncrf1aSe,
i;~, all:"llr~as ':of ,ffi~ ~Ii ti,oit:,.9,l·re"s:e:arcl1 :a:ct1vfti.es'~' .tp.,e';,~cien~e$r:ela~ed to ,health,
t() hOThSe·sucp.,ac:t~'vi.,H,~.s.'a~eiU~d~liate.;,,;,,:::,.;":";i i ,:. ': ,'".' .. '" :: :':":'," .' ..

",(l;t), l,~. ,is' ,th~re~Qr(J~,~~ .P~t~'q~~ ,'o~', Wi~, :ti,t~~: J.QAl~~~St'~ .~*,., the c,onst,r,uc::UoIl. ,of
f~cmti~J3~Or"n~e! ~.qz;i,4~~;tpfif~~,e1¥"~~' ,111 tll~ ~c;t,~~ce~: l;",cr~1\t,~d: ,~C?! lJ..e,~1~4: ,b,Y' p-r?:v,id~
ing.grants-in~md.on.a ma,tch11;lg"b.as;J.s ,tp,p-gijge and, nqI/--pr.o'p'~.1llSl;ltutlOll/il,tors-uch
purPo'se.'; :', :.""! C'·" i' ",: '" "'", "r; ;' ..:, "" """" '",' ",',,',,'-', ;" '."';"" ",' "" ..,l" 'i'\·':,:::,il':~;:~':~":'::

,The: I?rovi!'li0n, ,of ':;l~eq.~;at;e ': um,v:erfjit:y,. r<t~'N;li'1~.:b- f~e~HW~s iIf ,: .tpdf!.Y:~\ ~6J:I<,l)S' a
ye~y. :c.QStly ullderta1{.1ilg ang:0Ile:thllt,~,~J3. R~p-.ach~eyed; ~~: sUhs.ta;p.~~al, ;meaJ3PF~: J~:r
t~e u~e, I)~ p~ivate. fp.11(1~" SH:Ppl~~e,lI,te,c:l.t:9,,~}~~tgve,ry; fxten~.1s!foiUD.-c:I ,:q.~C::~SiEJ~r,y
with Federal fUIlt15t:; +'A~,)H?rg~s·,o~ ;~~(l~ ,fC?;'; ~~9P. g~,eralgJ:~nt~"e~tB~r PJ;fyat$
qr gov,erJ;llll~nt,' ,d(j',p::?t,,~n~,~d, ,t~(;P.g9t~. '~t~~i~}g.' J~qWi.rese~rcp".cqJ~,dl1~.~~q, in
such' iiistitutiims become tlie"property o:f,..th~"Q.QH.o:r;~· i lTh~:p~,rp~se,~.<b~{9Jlld,th~
expenditure of such funds is accomplished 'wh{~ti'tne iristitution becomes effectiVe'
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Indts-role- of 'education! and.reeearch. ',·The' fruits ':of"I:HICh -a-esearch;' In- the fo'rm
of royalties- from patent-eights, serve.tc-redueerthe financial' burden -on.rhe-In
stttutton-and -tnerebv. .to- reduce" the' summecessary .for .matntenancerand' 'ex
pansion -of, the ractnetee.ror. further research ':efforts;:,·',These instltutfons-thereby
become-more nearlyself-sustalning.i:

Equtpment-and.faellftlee.for. .conducting.cesearch' 'are' 'capable-of' reuse, many
times. ,They are notdn-rthe.category of '''dispO.sables.~!,<F6r-example, antnstm
ment: (eueh.. as..a Parr.. hydrogenator); .used'. ror-.n. rspeciflc .' .federally .'financed
research project.da not.toberdtscarded 'when the ;pJ.lojecCis'completed.' :Nor1s'it
practicable .tou-eturn 'It-to t.he;.source' from. whence ·it>came.';,:Presenfprlictice,'is
forvthe title: tocsueh' 'equipment to' be' invested in:'the grantee either durlrigvthe
course of the.Investdgatlonr.attheend.of the'fnvestlgutlon.tor- by negotiation at the
end-of.the project> _·It would,berather·incongrnous'fortheGovernment to autempt
to confiscate patient rights arising out of:,llonfedei'allyfii:iancooresearch merely
because, such' equipment-may rsubsequently: be-used! on ',a; nonrederaus financed
project;'" ',_, ,,' '-''''' " ' " '.. '" '

Even the foremost advocates' ofa vgovernment'ttake 'all": policy would probably
agree that it is the specific federally financed .research project and not .the
financing of;'facilities,'for, general- or 'specific:sepa~atelY' Indenttflable federally
financed .research projects. that is .theurea ofrconcern 'about .tftleto 'inventions;

When the foregoing arguments are made to thoseoln .vanoue 'Government
circles, the conclusion seems so clear that several have indicated that it should
be unnecessary to-express. thts. concept in ,'legislation(:: 'Yet HEW, policy, as

I ?ut~ined. e.a.rli~r. in:.,.~;.(x)J?Y. O.ft.~.,t;.,.pa.tent.)t
g
..... r.,~~,~.".e."n.".. t, ~?,~~m.13...n..,.t.,.'. f ..r~.g.uent.IY. de..la.... y. s..actton onsuch sltti:ations.".'·'" ." '.'. ,""" "'-':"~,'" ,... ".,', '" '",

There has 'lbeen'-slJlbstant~'al::cO-iif1J~OIl: ,eoi!cerning.:exc~us~ve" rl,ghfil ill "G~se:s
where nonfederalfv" sUPP0J,'t€(l,a.-ese-arch: 'carli,ea' on :c,ooperative~;v' ,:OOtv.~e~n ',~ri~
ciustry--sponsored 'unive~s-ity -granteea '~nd"in{lu~trYS'P0nsors',inv,-olYe's.otp'e: con
tact ·with federally 'supported -grants ot-'whe're 'fedetally financed"'e,qU;iPl1lent'or
facilities, have peen used in :conducting nO~fe{}erapy financed. l'es~rcll:;;' "'l'he
following 'are illustrative examples of tYPical,si~l1ations: " '. ' ',."<,': ,:".'

1. Wh~e. the ,fi.eld ~, nonfederap.Y;,fillanc(;!{ireSearch 'and' deY~loPmellt·:'i~': 'not
related to' a'prior: or -conducrent fetier,all! sponsored' research, all,ddevef6pment
program, lin the' sanle)hst-itU1JiOIl b;V,.the'!~p1~,:o:r' di~e~entgr~llltee's,: " " .

This, 'covers" those 'situ3Jtioll-S 'where'!'We',:, n?:nfede:r~lIY,. SU;PP0rt~~ ''l:p:h:lgrall? 'is
totally differ~nt from the'£ederallY,'suJ>P0rt~,p,:rog:ran:..;h1Jt the,'sa'~e :grantee' or
conteactor-fs' involved. For' e?"amp1e;'a {~I:ant~" imiY"'liave '.~",grant from, the
NIH to conduct; ~esearch ill the a:r;eaor ,one: disease, and' subeequently or concur
rently he receives a nonfederally'su'])POJ:t~cl;'~ant to co!ndu~t resellrch, in the
area of a rela~eddisease. ,,'While' ther~ . aPPears .to' be ,a creae-eut division, of
the equities, ·the 'experience of, non-Fed:~ra~'grantors"hasb~n that NTEI'~erson.o

Jlel are reluctant to agree that the'ri~hts'sl,1ould remain 'wtth the grah~'e:,or
cOll'trac~orineitherinstall(le.,·., ;. __,: ,.:,.,,' , ', ......• ', . .'.,-,'.:. 2:Wliere·the fieldsofresea-rch'and' '~eV~H)Plilent.arerelatedhu't 'the,re$ear~h
anddevelopmentprogramsaredifferenlt,., .. ..... ,,':,' .•... , '.', .,.,... '" ".:" ..'

Th~, grantee has a federally and, ~on~ederapy sup'll()rted".grant..·in'th~' sa.me
general' area;' fjor .' examr>le,.'rese.ar,cp." '?<?nc,el'ning, a 'particula:r; .Yi,~us. . 'l'he _non
~edernl1y supported gr~J:lt isfor,a'sIJecificall'(defined,'program '~hicJ;i-,,:does,:n'6t
()v(irlwp"with the' soope.· of 'the' '. :res;elirch·progrinn'}ncluded'iil·.the "gr,antee's 'appll
cation for a federally ,s'U:pportet'fgrant. The'grants;may be concurrent or con
secutive. Situations,()f. thi-s type. have formed:a" m~j0l" .~l"ea··of'uncer~ainty.

3. The program 'is 'conducted' in or" with'fa¢:i1iti,~,or',~.qti~Il1eD;t '-origin~ly
pur~hase(j,'buUt,or acquired .~ithJJ'e<leralftLJ:idsfor~et.a:l-'.ll'~eor for use in
connection with a 'prior 'or 'concurring 'Government~spons:ored.researC'h project.

(a )Unq,er a prior :F7d~tl'1gr~n~.the nonfed,erallysuPPorted'~anteetsinsti
tution built thelroboratory in which:"the' nonfederally' supported gr-ante~ .is
w()rkiIlg· .. '" '", ." ...• '.'.; " ".,.,' •• ,.,".- <, .'.. >" ,' -
' . .·(b)'. Ulider'·a'pri:or ,fede~allY.'S~~~~)1·ted1ITant, the"graptee ,o~ his institution
purchased' or'acqUired labor~tory'equipmellt' w~,ich .has' remained in. the labora
tory. of oris. 'accessible. iix> ~e nonf~erally sUPP0.rt~cl ~antee.This. equipment
is then Hsedby the grantee on ,R ll:0nfe(J.erltny.su~pdrted want. ". __ , " ..... ,,',

These aspectsareibrougl:1t'()ut. rather. 'cle?-rtv')n ..tAe.-pl~pO'Sed 'amendment to
H.R.'2984;'section3(\b) (l),-whiclistated.:' '. "
,':"".,'" :-,.'.,'"•• "'. : ,'",., i"" '.":': ':"c",'''' '
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,!', (h),(l}. :]S:oLpar..t"Yofl,: any),'appropiliated'l·fim;dEr:-may -he ex-petided: -pureuanti-to
authortsatdon: ,given .by; :thisiaet- :l.fOI".; anyr-scientific,'-of-_,technological- researchr or
developmental- activttz.runless such,:exi,)enditure o Is-conditioned :.upon provisions
effective. .to .msurer that .afl .developmente.c-esultfng' from;lthat ,activity.; will'oo
made ;freelY>lavaHwble to' -the,'gen'er:al·,pUlblici)! The ,'Se.etet.arY:' 'Of!;Henlth, ~ Educa
tion;" aocwclfare; shan unelude.meaca-grantor eontract-Imade tor-entered-tnto
under -such.sauthorlzation }-fol'j:anY~;i:SU€'.J:ri'activity pro-visions' :unden. whieh.cthe
UnrtedjBtates; wtlleacqutreaexclualve ii:~t',iJii;and ,to 'ally:'" suchvdevelopmentc
Nothing contained- jn"this,paragraptl';sh~!be ;cpIistrued::to, deprive"tlle': owner,'of
any; .baclrgroundrpatenuorelatlng rto. 'an~;,;such; a0tivity".' ·Without,his, consent, (if
any right Which that owner may have under that patent.': '

It Isbelteved that .the-resolutlonofrthe foregotngssltuations should-be.marrda
tory '.and' 'noLdiscretfoliarjr,' assuming (M; .course.ttnat ' the .Goveraimenu-agencg
can satisfy; 'itself' .thatd the .clrcumstancesnareoas.t represented; _

In this connection, I should like to offer for your consdderatdonua 'specific
euggeetdon.as' an: addttjon.to .pending.degfslattom 'so.rae i to'~,clarjfY.' this: area.

,I: .belleve. -that "bhe~',exclu'siyeorights in and: :to'·de:v.elopments' .atemnnngt ,from,
nonfederally .supported.cresearch r:and_, ;developmell'b,'should'-::remain i,with, .the
ccanteo__,or,'t;he, sponsor;'whe.I:e:J;lu~;fieldr:ofi,r~.eal'(jhijand[development.Jarnot ire
lated·/to::'a prior or concurrent:,HO:VeJ.'n.ment~.sp:OhSored,'reseaJ.fch; and-development
pro:gram~,:01' 'Where, the, fields ,Q;f .research-and development rarer related-but ·,the
eeeearch tandcdevelopment ~·progr.ams: are different;", ,The '.' exclusivetrfghts in and
tora 'nonfederally su:pported;;res~,)alj:d,',developm~ntprogram' 'should.mot. 'be
lost by che grantee or the. sponsor 'because the program is conducted in on-wfth
:facHities.or equfprnent ',.origi:nallY':'PU!'c~ased,'. 'buHt,': .or :acquired' "'Hih "Federal
funds. forgeneral:.u$e: '.or.(,fQJ;'[,uS,e,,Inncon:nection; with arprfor -or.eoncuertng..-cov-
ernment-eponsored research crodect, . .
"At: ,thiscpoint; 1., shouJ,d:,like,;to,.:]o,1,I.er;'~ one.otoer'suggestion' .for .conslderation.

Perhaps; the; ,mem1;)ers';of: :thfs:Jco.mlllittee}Wi.lJ -recognize.thdsclearlv 'as',an.fndtca
tiQu.o:fmvownnatvete in regard. to thts.pending Iegtslatton,..

,It appear-sthatone.cf the.greatconcarnsds-thab- of the<giveaway .or .inventdens
basedon Government-grants toasstst. in.:jthe:"financing9f'researchiPensonallY','I
believe, ,~s:,inj:li:cated,elsewll.e;t;e,·iU.:this; statement, that-the major purpoee.In such
researchexpenditures- is. .aeeomphshed-when-the .tnetttunon or,.Instltutebecomea
effective in, Its-role. ofeducatiQ',U,aU:dAQ:Jt',');'~arcll.,;, Ir recognize -,that'-thls .ts-noj. so
clearly the case when the gl'.ant is,ma,Cj.e,p-y,&.:highIy" mdssion-ortented ·agency!ofetl;le
Governme-nt.'...Nonetheless.dn ,tlle,n.Q'rinal,:Gour:se ot-events.rwhenmdustry .sponsors
research-In .thearea.of .medleinab :c:b..erpistry.in, .a. nntversttvcteor. reccgnttlon da
given: to the eontrjbuuon ,ofhQth .stdes. ,; ,mb.e unlversity'gets" title to'-thednvention,
but. an assignment: is ..geIler:al1Jr .nrade, in order, to .develop, the.uivennon-mosn etrec
tively;:, :Now,.despiteo .the .race.that -industnY;~Illay;;have alreaav.mado.a-substantdal
contribution: tn, the' Wl;ty: of i.,graJ)t~iJl.tne..developmentrcf thetresearch, the-final
contract; -usuallycontainsja-cproyiso,-mWllkbI th.e;iIl$tUuti.on;shares)n -the .proflts
made-and thedndlvddual inYestigatO,r:also-xecetves a; share 'fo,r,:his 'contribution
to thisiin,the:form'·oftheiidea·:.®.d the:.creaijv,e ingenuity; that. allowed f()r:the
deyelopmentiof the Idea, :"< ,:",'j:'," ,<:.,::.:,:; ;,'<) ,:>!','-':,. :,>.,

,:' rntne.joruttv...sponsored indpstry;:,Governmentprojects :or,: those: sponsored by:
industry ;ihca: facility constructed.with. Jrooe-ra;1 ,funds,,:I believe. that-a-part-of th'e
diffic:mlty, could:',be:' resolve<Lby,u:policy ·tha.t:,WoJJ:ld.,requtre" industry ,f if it:iWishes' to
acqnire,e::x:clUsivitY;i 'tp,repaY',',the 'aillou,nt, Of~the, :Governme-nJ"grant·,pllw:Jl nego~
tinted, ,pe.rcentage.' ..,., Certainly;,und-er, t4es_e ;conditions, the,peonTe, of our' country
could,' in;essence,hav.e their' caIre'and ;ea,:t:it.,:.:,The funds, .expend~d' by:-,the.Govern:,;
ment;iwoUld .be: recourped,tog,etheri mith 'ia Xeasonab~e;per.centage~" f;: r.phis·would-,' ,of
course, have to he negotiated in each instance, due to the different circumstances
involved: ilivirtuallY: :el.lch ,ease,·'anc1".thent'the,pate.nts' cou:ld, wlle,re >~ppropriate,

be:assigned .to' .the:univer~ity;,.'a, ,pubH~, institution ,d.ev.oteddo::the-~w:elfare of tb,e
whole; .and these, ,could,'then, be reassigned; :for ,an appropriate period,,: to .the.,CO:
sponsoring -industry, wi-tha period. ofiex-cl,uslyityWbich-wquld ,encour,age,the :ri$k~

ta'JPng or vellture: ca'Pitalnt~cessary,,.f()rfidevelopment.:of,,the.idea~ ;'l:Oh.e.' :G:Qve:-:r.n-:
ment' would, be r.epaid: morietatily"by,hayip.gi its;,contriblltion;in. doUarS',;,r.eb:ateq
and, by :seeing.mone,rapid: developments take,.pla~ ..m.sofal.':asthe 'pr:oductioucand
marketability ofitems,designe'd w,impr@v,e .the,h~ltl:handiwelfal'eof the;Ameri~
can: people; ': 'I:hus,:·. (a:;joint ,.v:enture,[Qf\ ',Jhe);Go..velonme!lt;: ·indpstrY·",'·!luiyersdty,
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and: the 'Privat.e, citizen, the -Investlgatorhwould-be: enconragedoandoeu.Ameetcana
WOUld: beneflt. _--Such .a-propoaal, iaedndieatedi'at .tceouteet, I probably, reveals' a
veer-naive approach to.a.qutte compleee.prcblems but iludo. believe aineerelylthat
it could b~J'nade:to_w'ork:wben:niei:l;(}fgood'wiUsetthemselvestothts taslc,' - -,

':r~, can. (understand" thaI!;' -mts..stibcommi~ee;i--:indeedr'an Federal «omctate"with
responsibility' in thisfieldj''liave coneludedrthat healthda tufferent'-an'd"that 'special
steps 'should-be: .taken. 'to-encourage -programszwhere. the tlfveeeandcwell-belng- lof
our-cttreens 'are-concerned: iImnderstan.d tln'lrt"it:was'joocause'.of the -reauaattcn
that -health-ds-different that the. .patent: p6licjn;memorandUm\adopted' by our rlate.
PresidentKennedy drr :1963'.'esUiblished"separate and.apectal-treetment :forr,iliven~
ttons in the field of health. :',':'fffi'··:d vnnr ")fi'(il\ ! i:'"i','

r'. But, dt- eeems.to me. that, this .speeial tr~atlilent'iErdopted'dil:theKennedy- memo
andicarrted. forward dri ithe:'McClellan'l 'billjl :S.:1809" -wiltI have" a:; result, directly
opposite from that-Intended. by;:our,:lateJ!President: and iby,:the':chairmaIij of this
sUbcommittee;. ,r,' "

During the 175 yelirs'4!- 'which-01ir,country,has'had ia:patent'law, it',has: become
clear that-patents- dOf-cre'ate'lpregress; as- oui":,!Foundin'g:-'Fathers' were"confident
they would when-theywrctesectdcn'S'of article nor.our. Constitution. ,'" "'i<,';'j

-,'And df Itds .true.that. patents-fn.geneoal' create:progress 'in>general.ito ds-noIess
true .that patents tn-me.ueetur neldcreateprogress.tn 'the: health field. ,It' would',
therefore.-seem faranroresenefble to: expand-the ::paterit':inc~ntivein this;Jield"of
h~aJth~ withiits'.SpeCialimpl1cations'fO~ the Hvestandthappdnessof :all -'of :uslrthan
to remove -or dtmlnfsh 'the 'patent. tncenttve.eraeettmutates 'the discovery. I,of new
drugsoc " , ',;'Ji:;';" i .. . '. ",1

'S~ctionis{b) iprovidesthat.,jr ;'Fede:ral :a'ge:ncy;)he'idi~ay; grant ian excll!sive'·,or
nonexclusive license for:the practice of'any4nvEmtion"for;which'he'holds 'R patent
acquired under S.lB09. . . ". '. . ·l'\"".fnq ncnr:'n',n ",,~ ... , "':;;-':"." ';'-:'i'j,

.1 i/I'his'-section 'should'.becmodifled' to"tequire()ooch:--:ageJiciy'head to: issue; licenses
with, .reasonableperiods' of:'exclusi'vit¥-f(1) iw,hen:'th-e' 'contribution i 'of'Iunds; ': :per~
sonnet, and facilities ,of:'eith'er~6r'!both;t~e-:universitY:"Rn:d/6r'·c~operatingindUS~
trialr organlzatdonhas-been greate:r<'tbliti 'the'contribution :'of the: Government to
the, making' 'of tbetnventton.ror '(2) -'wh'i3n 'additlona! expenditures of .non-Govem
ment funds i'\Vill';be 'necessary to 'develop-theanventrontotne ',poiilt:Q-f: practleal
application" and: the grantlng.tof 'suchj;reisonable~)exclusivity.to-uieuniversity
andror-cooperatlng itidustrial organiza.ti'on:is1ikel~jto'assure- or' accelerate devel
opmentof,.theinvention:and'availabiUty.for,j;)ublic use;" .' , . ',' , ' -v!-. .',
"To' the 'extent .that.angcontcactor. 'might'attemiit 'to, 'abusethertghts' retained

and ,period':of e~clusivity\''R'Compul.so17.:ticen'sirigi~ystem,'esis'~indicab~d'dnmost
of these' !pieCes 'Of; legis~ati(}:il'fasiprOposed 'COUfd 'Certa1nly'he 'effectively ututsed.

In .regardr-to 'the,' above; ,'the'spertod 'of,' e~clusivitY: is-:important,': 'Once .aeetn,
I .'cite:-;u'Personalicllse,:that 'of,the-,;.gyiithesls--of !anlopyroquine;:,a·,drug,·'possessing
antimaHl.riaV'activ-ity.: ':ThiS: was: "synthesized:, :by'! .me 'asea-graduate :student: :at
the Unfversity.'of :Kansas 'In' '1952;: t •Wliile' I 'recognize :-that:this' tsan 'exceptional
case 'and: -alaoi tha.t';the" field of,'antimalarials: was 'not a::p:articularly "hot".' one
dUring. the"niid-1950's,::-lt, took at 'Pe-riod:'Of almost! -10 'years',ifroIn,'synthesis to
marketability. While this may be the exception rather than the 'rule.'I'sfm:ply
cite: ,cit:',for -:the"comIilittee'.'as'-soJiiei'Sot1: "of) gt1i~elin~ with' 'regard 'to- 'the' estab
lishment!;(j~',~~ef'd,esi:ra~le.peiid4 !,of:ex,cllisi'ViW.';";Wit~::a '·verY !1i~i~~, ;pet;i?d::~f
exclusivity; such' a'compound'·woUld-:'.lfiever 'haverreaehedvthe.atage; .tmall: lfkefi
hood; that ipei"ll1itted;this"coi"nPoundt{) 'oo,:'tested ''by-'Dr/M; :T/H6ekenga 'as twas
reported 'hy:' him1:b:f'the "American' 'Journal' of -Tropical :Medicine :RndHygiene .in
1957 i' :':Admlttedly~' chts mayibe a:il'margfnar'· idrug,"_but,';ti:i some .tnetanees, Itawas
abIe'-'to'acerimpUshresuI.ts'oof'achieved with 'other;-aceording to' Dr. 'Hoekenga'e
reports.' '" ,'~ fi' f" -,

One of 'my 'major concerns' m.tne.eneetment.or .such legislation: is that' we' -wlll
not havesrichsltuatlone -as eststed.rorve gj::eat :many :year~rin'which:papaverine
was" tieated"as',a:: narcotic, "by Fed~raVlaw;-simply; :because; tt·WI3.S' 'derived ',from
opiu~yet.'lt'did' not! possess' addi'ctln,g ·tendencies;;:: Siinilar-ly~,the "tmdesirable
1rit11ation'-1riiwhich,;a prescription w8.8'Tequfred;for 'Elixi'r.:O:f.' Benadryl( 12,5~;mgm:
periteaspoonful', dose)'-when'one'couldjpu1'JChaSe;j.dver.'the':counter~uIider, :sanction
of: 'Federal' 'law' the'" -s&me::'dwgj ::'.insofa:i"' ',as'-luctiirelc'oIistituent"lwas::concerned;
in"a"fablet 'form :conta1nin~{;50::mgID:.~_per.idoos-;' iI'lreeognize''Jthat such! ,discrep+
arides'dO: 'existunae-r any: '·'umbreUa'.'~:t,yp"e legi'slatiolf;\ thatds,why· I believe that
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flexibilitY,) Diust (be,,;built i Wto i the-framework!:of-patent legislation: it,it is :to ' be
successful and accomplish its purpose. " trc. , ''':'."[
,-tIn;'suPJ>ort 6f,this rconceptcor tleXibllity,!iI;;should tltlce.tor enterrthe.rouowtng

exeerptSc'.fromi the .testimoliy,:of 'OongreasmarrDaddardo .berore: the;'House'.Com.:;.
mdtteetonPublfc workaee watec-pollutton control on F,ebruary'1.5',·1965:,;t,,· )<,

:~-'PriOll': to; the;-Atoniic;Energy .J.Acf;iJf 1946-;-,no!'Federal" departmnt. or- agency.
was:'Tequired::by,' its, .orgaruc.ecr. tomaudle.riguts to'·lnventions;,:growiIig.>out-iof
its tactdv,Hliestu,Jany .' special ~waY:.;IL:Tliis': was~ left, .up-to. the-agency,,' 'tvhieh;-could
bargaini·for-mny,:IpatEmt:·right' Is-wantedn' As',' a:!matterioLpractice: iti.was'iouhd
most! e::ql€dieIit to, aeeure-romthe :Govefun:ient:,;afroy:alty~freej.trrevocatne-Itcense
to.usesmaker or',employ, .sueh'dnventions-s-etthercthrough. the: Inventor-contractor
or any';'otheh;pavty:'6hosen lby,'thei QdvernmentJ;;,,'Tdday 'every:eIibityof, Govern.;;
merit 'always secures; this ,:t'ight",':·Usually:·this'is,-al1the tGovernmnnrwantso-needs,
on cen-uee.. Iu'such-cases. title' .to-tne.tnvennon. itself,is' left 'to. the.contractorc-e
and he can patent it, if it.is';·Patelitablei(Subje~t!',always:,::.to."the,:GoveI!nmenttiS

right to use it without charge.
"'I am sure it is evident that fharedmlnlstratlon's balanced effort here is

undercut badly by legislative provisions such as the patent amendment in
this bill. The fact:is/that'fthis:t,provisi'on:,;ts :extr'emely:rigid:iiii its effect and is
qutte llnfai,~ iIl,j;hatit locks only 0Il?Ile: ,side of tlIe ~oin.!\ioreover" this ameIld~

merit '4oes, no~' ~e3.11y"p:revelit 'HgiveaW~;Y~'''--,as' ,is';al~eg.edi' but t(),sOJile.e,xtent Pi"O
motes"'them~s~iaUy in:,'~h~ :f9rei'gn'~mar~et:. flrid' 'at'::a 'Jime:"',when. ",8 ,·'are
seriously concerned:.itbotifoU::I:"'J)~n:~,'ofr;»i~ments(:.~.;.",:l~ :':}:':,'"'' :;>~,!L,'p, ':;'."'i

.u;I;~ there isone.,thI,ng 'tJi:at·w·e·;ha-Y~;:l¢R::r.n~d'1n';(}u.r~tU:dY9f' the' ,matteI',' and
1V,itl:J, Wh'ieh.the.;adlDJ1listrat~()neoIicurs'and'-'iIlsists ~ti:poll',; 'it: is the' need f0l."'flexi
bili~y:;'in'our,'Va,t~nt"'appr:qach. " ,We -.must,lia~~.'thi~;" p.ot '.oDly,' Iu order' to :be
equitable"-tn ol1r':r~la~ions'-ivith".rP:dustry,:.agricultur.e;' aIid' l~borj but; in ord~r':.to
aq9.ufr~' :SUftl<::-ie'rif'e:x:'Peri¢nce ,O~,Which, to base,'general 'patent-legiSlati.oni,ffhat
'~e:cqme~ ~:lei~~~b,l.e~;'We' cannot-be ;,eqUitflJble;'"a~(r'wecannot gain the,neces.'3,aq
experience ~itb'out,ad.1lfinistratiye flexi-bHity."" ':The' 'Se:q!lte' amendm.¢nt· -Cre:.'S~
51~) ,denie~'us,; tl:Lis' r;es0tl:rce;.·:~ }t'. 'pI4<?es: all,pr()~!ty.ri~htsJin"in~ent~ons :co'il"
uected' With the 'pollution ;'progTaIn"!in' ilie ;pubi~c.'dorqa~:p,'i :t'egardless' of' lhe: fitct
th,a~ ~uch: inventions, ar~ freely:.av,ailap~e to the.: Government fo;rpu1>lic u:sei'any
ho'W.. Its 'stipulation that' po'contI"actor he 'deprlved ,of'his,"background pllteHts"
i~>Yirtuallt'J¥~a~ll:gless.Since ,~h.~te',lS}I(i p-xecl, de1iIiition~of' "J)ack~ound, patents"
and',' in any 'case,' the Government niiis:fioften ·allow::CoJi.tractors foreground: 'l."ights,
in exchange for "background" prfvtlegea.In order-Ito make-the tnventiorr-worth-
WhIle;';,":':'''".' ":.,;',';"'.,,',c",' c.' ',',',"i?U,U. ''',' ,".: .. ".,.,' •.'.' .. ", •.' ,,;,'

'.::~';"\V;~a,tJ~lse:li~ppens~h~fle:xibii~t;fi~td~~j,ed?,"',.. '., . . ... ,., """ ".'.' '.'
" I'For"one -fliiiig,' the"G-OveinmentJrriai liay~ 't<.)' deitLwit:h 'reluctaIit',contrficfors

1\:ho, t~J;ld. t9, C;.o~Jw..rt;Dl,en,t,aJ~z:e ;~hei<(}~~ern,Dlentres~~rph' and)sol:lte, it from
the1r 'niost,!,p:romisiilg"co:rnme~ciati'<lea'~;" We'l¢pW', fo~. '~xample/that"In' mall,;r
~ll,~t~~c;l;js,'p,rjv,3.:~ ..contractors' ,'YilJ::,"sgp-a~El~'t}leir" r~s:ea,J;ch, teams' working': on
Govermnen~' :p'roJects. from, ,.~,~elr·.'(}tlie~'l",:~earch'e'~s::wJ)r:king.strictly' ,on','com
merclal 'ones: ,.'This' 'happens 'maiD.1y-because 'tlitf;c~nt:rllGtors' ,feel. the. need'f6r
~~galJ?Jyt~Hth)~,of,thei~.m~tp.ro¥ta~I~.~~lv,~~m,,:~t~,:.,-, ,".'-,. .r:

,.~IFo,;r;·a~q~t;,:ri:,~~. ~a,il, ~~~., ffik,~> ip-~o'"ac~~t~ W~~,diffe!;eIlt.re~er~l-.·ag~~~d~~
have' 'dIfferent' missions and "must 'handle their- contractors m .dIfferent·, Fays;
wa p.ee,d, _!\' single. stap-~ar.d.: fo:r.. g,uid~lip:e~, Ge:rtainly, but II,sta~.dllrq., that ,permits
enOUgh, !fle:fibllitf:to: ge:tt~i~; missio'il~!aon~;~:,'l,'his'is: the:,mostimpo:rbi~fmatter.
" 'I 'believe 'ihatthe need"ior tlexiollity '1ii'the'matter of: public"health'}s. :c'erta,inlt
~(JuapY,~:l"ea.t~., .. 'C":',,' "","., .. "" ,,',f, -~", __ ..... " .. '" .. <".,'.':"\::,"::,;:,."':

'Einotionalism 'coilcerrilrig'lthe',sick' and 'the ,'c'ost- ot,Qryg~;Sllpii14 D,()f'b~''anowed
to distort the fact that the net effect of governmental legIslation- leading' to
the governmental ownership of the patent, whether partially or completely sup
ported by Federal funds, defeats the basic purpose of research in the field of
medicinal chemistry. Such p~ocedures constitute a serious deterrent to essential
collabo.ration between the Gov,ernment, industry, and the univ,ersities and thus
to the health of the Nation in the long run. '

In addition, one might examine the basic philosophy to ascertain if such
restrictions do not, in fact, violate simple legal and moral concepts. Does not
the researcher hold the fundamental right to his invention? Is not something
of human dignity lost~hen the Government confiscates-eall it anything you
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'T,

"L,i]; Ii ""'!'J'

will, 'but tlt 'appears to-me ,to·.:b.e:,cou:fiscation+ari·:individ1ial~s'>kn:o.wledge'iiJi:ex-
change for partial financial support? !!.,~!,~,,:;;,:.:,;; Li( ': :;~'!;" .• -""",;

It .appeara rto me that all 'too-much-attention hascbeen-dtrected to,th,~;rights
of.theGovernmentto the 'neglect' of .the cright'bf':the),nveiltor,of rhls __dnstltutlon,
and of others who ';maY.:be:, concerned .tnuttre-overeu. 'pro.cess;.'- .Oan-runnaterat
action- on this:front-bythe:"'CongresSr Without,due,;consideratioIC of: em-mese
factors,', bevtruly .tn. the: beet interest ~ :ofdhe: Nation-?,:' The': Congress ofostered
the-foundation 'of .the Federal. 'agencles-zandrsuppcrte ;them:,-aIlnualLy ~iwith; appro
prtatfonsv derived- from: -tasmouara«, Thus; i ,the"OongreSSi'is.:,cbl,ltged/,with:o:.the,
responsibilitYJof.protecting'the·interest of.the \Government;rtrue;,; But ,:W;'h:o;',Lask;
if, not-the Congress also, j~ i to-protect .the dnterest .of the dndtvldualo the-iacademlc
institution, andcthe sectorof 'ihdustry':,vitally, interested-In .tnese.matters?'/ C

"ilnconclusion.;·I .should- like Ito-express.rmy 'deep. appreclatdorr.to- the 'members
of,-thls-eommtttee. for .allowlngi me' :this ,opportunity,"of,:,presentingiiny,).viewg, on
tlrls-mostrdmportant segmentrof'govemmerrtal(actiyity.

ApPENDIX::I

OURRICULUM: 'VITAE 'OF"W:ILLrA:M-,LEWIS:,NOBLES"
;";;'" ",' ',,:':, ,';,:,', ',,"i';"'--', ,';';,;,",: -,-,,:i,- '::',' -,.-<,i,:,: "",ij,r, :';',,; ".::'",-,; :',;',i"",j, ,"'--; ,,; .... ' lit ,,::;:,',:,:',!.i . ''-,:i:-.r,'

.r: ,\WillialU,L~¢i3 ~Hbl,e,s" ,de:~;n; qf,:tbe,g~fl(l9-ll;~~, ~~'llOql :ar9-;,:pr~fesf!pr,,- (}f ph,llrlp-!lHY
and pharmaceutteal chew-isgy, the: Un~vers~ty, :ofl\tIis~issipp~,: lJ)liyersi,ty; )\~iss..,.,

"Date and place o{blI-th: :Meridi.a,:ri,:;Mis~",;:9n:sel?tember,111) 9f ;5,; .__ .
i¥ll:rried,:/I:!yv:o da,UgJ1,~~~St,~.~rid;ra"a,~~'lg",~i;L,d·S:u~a.il.,'l:l~, a~~4> "'.":' ;"', ',','1:<1 -:;
,EdU~J;lti()D:: :M,eridfa~ ,;;J:uIlipro.()l~l1g~" 1~~l?; ,U:n.ivers~tv :o:f:"1\{is~i.ssiPP,i,llt1S;:,

44; .Urslnua College, ,Collegeville, Rtto, 1,914-45,; Un,~v:~s~ty,of::LVJ;ississippi1' E.S-.i~
p!fapl1lacy,:1Q48 ; ,l\i,.~',,' 19,~9;. p:q.~v,~rs~tY~"Jr@s*'~;i:PlbI~.,.,i!1~2, ;',-(jiJiv,er~ity,:',Qf
¥ichigan, ,1958-59, :jmd~r ,a.,,~,atiollill<, Seieucc :JrouJlda~ionPO'i3tdoctOJ."al:.~wacrd.

-i:rrofes,si0:tlal experfenee.: T~,aqlii~git~s;i,$mn,t,Vniye:r;;ity,of'Mis~~,s,ipp~, 194,8:A~j'
assistant proressor; Uniye;rsity, .or Mil3:sis~;ippi"J95~#;, :il~~o~iat~; rprcjfessor, ,UILi-;,
verst ty of Mississ~ppi,;~954-;95, fd?:r'ofe,~S()r'i ,If:tlty,e'r~ity; (9t:ihn~s~s~iP;l?i",,;l955cpr~~,,:
ent; dean, of. thegradu:at~,}icp.69l, :Sept~rpb,'1i'-:J~~,lhpre~Nt j:,~or4ina:~oJ,", or ,uW,:
y~rsityresearch".April)~~pr~J;le:Q,t1,,~ <,V:,,,,, .. '.,,'.' , "'.'.,, < ..' " .. ]'j

HOD()]$,: Sigma Xl ; Alllericiln ]'o.u:tld,atiqu:fo:+:l?harrnaceutical ECltlcation feq.o'w
while. at ithe '. University ,of; ,Kansas';' :,:q-~st3,~U:s:\f..~· Pf~ifl,',er .·l\{17IJioriaL:li~s,e:arcli
fellow,. .,1955-58; 195~6q ;... Nation,al\.-)!~cie~CJ;e,: FoU?dation Ppstdoctor8:l::Eell,q;W,
.umyers-~ty,of,~ichigan"+9.5a,,,59,:,)!':i:" ,.; :",,"';":';:'''':: --:'<':'i":'" :,:" ":,,:' ,,"f,,;:,,~:, ':'

Membership's held: Sigm'a' Xi, Rho CW,"Aniei."ican"Pharmaceutical Associl;l,~~9;:q,
American Chemical Society, Ohemieal ;§o~ilJ~Yri,0qr':llt13;~~t;;l~n )"~" A1?~:ri,cani'Asso~
da.tiQn;f0r. the:4-dvancement ~of S,Clepq:~i ~J;I.,l);qw,:L'1f?:W>y"q:rk: A~~~'fp1,yQ;f ,SC:lence.
::P~bl~catwn~;: Total,:6?~:."T,l::).elast;five;,3,:re;: 'd'i,i:"i\ ':'!," or:' >" :ifi,!.,:) {c'1 !"",: ,',:'

'j, W.; Lewis"Nobles and Il;: BJ,IlCkpU;rn' Th0DJ,pS(H:t;·· '~M,alUlic4 J3a;Si:!S"a.n4,,4Jcohols
:F!oIlJI3:.e*ametbYlenimm~" (J.;P;h~...,~¢i~',)9.3;; ~~,p4),::" .:".'; ;~<,' ':. '.',: ': j": fi ',,:.'. i:' ;:~;,',

Heino A.::Luts aIld:W·/Le~~,s,,:l'f~bl~s,.i.'¥~pti).JI.l,ethylenelmm~,;LH:t9~",l\fap.~1l,ch
Reaction I., SUbstitutep.:.B~A.miI:l0:Ketorie;s -,:1114 .Substltuted. ,y~4illip.p.", ,4-1,qo,hol.s"
(J. Pharm. Bcl., 54, 67 (1965) i, '" ",'", ,,',.:'<, ""''',, " "',.:,, i"'" ",
; ...• W~,I.ewis, Nob~es,B.Bl3,cltpl.lrn,rrbOIQ.PS,q~! '; 'l4-pp~iC!ltlO]:i.ofJ\{aXt,rii,Cp, ;Reac~ion
to, Sulfones. I.,Reactive, i\fe11lylen:~:,Moiety,: O{iStil~on~s" '.CJ'.",gh~rD:1i' ~~i;;: :54" ,~76;

( 1965 P , ,'en, "":,, .,'"", ,"'" ,.",,,,,),.,:, ",: """,",),: ,;:,.. :" ' ,'., ,':
":' C; :o.eWitt,Blanton"Jr."and,'YV", ;r.ewis,N9b)e~" ,~l.v;se of-~~A?,ab~cYdo [3:~.~,,]~?,nan~

i~,-, the,1\-Iannlc:h, Re~cl;i.on .. ,IV ~, j, 4dditi.6H~li,;Q~r~:y~-d 'I?:rojd,'ll~ts':,i( ;r,.:" :Pl>;arID'~,: :SCi.,
53,1130 (1964»). ""'i,i""
:..Cha:rlot,te:·F!i Br-uen.i~g ~n,d W',L,ewi,s:N0 b;lesf:~'~Sy,lltP.~~i~.Rela~,iye~ O{I{~'~¢i'J1iI;te"
(J.gh~rIIl Sc1.;,54,925 (f\l(\~»)." .., ':iY:'" ',,," '" ,
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APPENDIX II

[Rc'pdnted fron< the Journal of Ph..rm",c~utkal.B<:'ences,
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Sy;'thetic ReIativesof Resetpine
By CHARLOTTE H. BRUENING and W. LEWIS NOBLES

"f
,......-N-,CH2 0 .': OCH

a
I) I -~~OCH,

CH
z .~.CH3
III

'~~AR.MACOLOGICAiR~suiTS
The three Mannich bases (A-C) obtained from

trimethoxyacetophenone were subjected to a study
of preliminary..dose effects, pernicious preening, and
lullximal: electric shock se~urc . utilizing Swiss
\Vebst~rJllice~, '.', ,',.. : ,'-:.

With .?ompound A,. the oral administration' of
25lt2000 mg;jKg. produced asphyxial-like convul
s,i0lls,cyanosis, alld death within 4-10 min. The
adrrp.nistration of 500~2000 mg./Kg. of compound
B,elicitedat~~.ia,muscle .weakness, asphYXialcon~
"uIsi'ons,cYl:!nosis, iiln?:.death... Dosages inthe I1lnge
of~5tt2000 ing·/Kg, of'compound C elicited tonice
clonic ~eizlires, motor deficits, followed i)Y increased
act\vity:~'~re'lll<)~s, cyanosis, ..~sph:r:dal. seizurl;'S'. and
<le~~h.-, Lower doses (1'00 mg./Kg.)'produced eNS
stiillulart ~ffects'''JIypothermiafollowed doses ~f
500 lJ1g'/lCg:;()r greater of compoundC. Compound
CdeIll.onstrat,ecI en(lt~gh activity, to ~arrant further
testing,fO;r:'ipaleptic activity... .',

Or:,<1 o~ infrltP~ritoncal administration of 500 and
:WOO, mg./ICg"resilectively,elicited no significant.
overt effects. Oral administratioll. of 2000 mg./Kg:
of compound E produced slight reduction in motor
activity, lachrymation, muscle weakness, tremors.
marked ..hypothermia, .. champing, and asphyxial
seizures, terillillating: in, death. Lower~oses. to
.500',mg./l(g. were. marked bysHght lachrymation
and motor disturbances.

:B,ecause6f the particularly, interesting activity
4em?,nstrated by 3,4,5etri!1lethoxybenzoyl morpho,
lide jn-the work: of Vargha(15),the Mannich bas~
prepared' from morpho1ine and the trimethoxy
beczalacetone..was.s.ubjected .·to. intensive screening
by Hazleton Laboratories, Inc.! For this CQ1U_

pound, the. estimated LD oo was fonnd to be 112
mg.!Kg. Analysis of the rat pharmacodynamic rec
ord showed that this compound elicited a transient

R .
';,"-k",,> ',' ':OCH

a
'

Ii}:, "?H, ~ -H..~.~ OCH.,
CHii-c-C-CH_G '.'~CHa'

IV

A group of Mannich bases, containing the 3,4,5-trimethoxyphenyl moiety as in reser
pine, has been synthesized. Preliminal'y;pharmacological screening suggests that

.oneof. the group, the. morpholine. Marmieh.base-Irom.3,4,5.trimethoxybenzalace~
tone, demonstratea;certain;(;:NS::,depr~~sant,eff'eets:iQ; mice,indic,ating,tbat it might

be, considered as a tranq'ui~~~ing agent for further'stlJdies.

M" ,'.~L'L. _~R AND:. JW."~i~fl.ERO (q,r~pott~d,}ha,t 3/'
(N,N - diethylaminojpropyl - 3,4,5 - trtme

'thoxybenzoate (,iI),c:P9~esscd approximately one
third:' of.',the tranquilizing actiom.ofj-eserpine (0.
The:'st~ctural atialogyibetween these compounds

~ ~

C.g~,.

Cll,
I-±~"'<~ells, .-l~"CH"''':'

CH2' " <,2. \

\ CHz• 0
\ 1\If~CH~
\S:r.!70__C"e?pHa

.. ' ,:,;.o91i~."
II

would indicate'that some .tranquilizing activity-rc
sldes in va relatively. small portion of the reserpine
molecule;' Since this report there havebeen.several
hundred publications dealing, with, the .biological
activity of Compounds containing the trimethoxy
benzoyl moiety of the parent molecule. Many of
.t~~'aW?,~~ of ,tl1is work-have beenre",i!,\wed by
Schlag~r(2)., '. '

Recorded.in thelitl',ntture:(;3-11) are 'numerous
,ketoniC Mannich beees, prepared for pharmacolngi
cal testing as antispasmodics, analgesics,chemo
therapeutic agents; 'and, .local' .anesthetics. -Such
compounds may in general be prepared readily by
lIle~~,of t~e' Ma,nnichreactionwhichutilizes the
appropriate ketone, formaldehyde, or paraformalde
hyde .and- 'the desired-amine. 'This.':maY'be.iIIus
trate<i'asfollov;s;""", "., :'0' ,:,:, .. , "

R,COCH 3 + HCHO'fR'.NH.HCI:-"o-
, , R.CQ.CI:I2CHzNR'2<E:IcI,+Hzo

l'heratherexten~iveli~e~aturedealing withthisre
action has been reviewed bY'Blicke (12),.Reicbert
(13);.alid 'Hellmann and Opitz (14).. .,..... ':;"

Inc.an effort, to prepare synthetic. relatives of
reset;Pine. u:tilizing"the- Mannichtreaction, ,Mannieh
bases were preparedifrnm .3;4!~~tril:J1,ethoxyaceto
phenone and 3,4,5-trimethoxybeDiaJa'cetone;: The
structural analogy, albeit limited, can be easily seen
from an inspection of the following structures (III
and IV) and a comparison of them with the parent
structure (I) above.

R.eceived February 18, 1965, froln the Dellarhnent of
Pharmaceutical Chemistry, School of Pharmacy. University
"f Mississippi, University.

Accepted for pubHcation March 16, 1\165.
This investigation was supported in part by research

gmnt M¥-03232 from the U. S. Public Health Service,
Bethesda, Md.

1 The 'preliJllinarY biological uatu Oil <:ompoun,l F WC1'e

provided by the Hazleton Laboratories. Inc" ":>dCl' the
supervision of the Scientific Staff, Psychopharmacology Sc,'v.
ice Center, and wes sUPt>ornd under contract PH 43-63_505
from the National Institute of Mental Health', U. 'S: Public
Hwllh Service, Bethesda, Md~
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7.00
3.m
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B.W
.~~

".-r"i"

and t~~: ..~~;f;;'i~,ad}uste~,to:~.~· with concentrated
HCI. jI;'o;,tflis",,,,as added 0,05 inole of the appropri
ate ketbne'and 2.3 Gm. of paraformaldehyde. The
reaction mixture was ali6wed to reflux for approxi
mately.g.hr. andwas then potiredinto;100!m1. of;dry
acetone:-- After cooling-in the refrigerator overnight;
the' precipitate was collected and 'recrystallized :,from
an"etha1i61-aceto'nemixture.' "
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fered ',}~i~h' c?nditioned, avpid~nce.'r_esP6nses'),n:·~
~ose"re,la~e~,.-:W,lln~er:!... }i».,path~lqW~l :,8~B!f~~
~cJ:e "obs,erve~, upon, ,gfoss .Ilect()p~)',., .1-- sUlllrp.a.t'>:
conc1usio,l1, provided .by- .B."azl~}oli_ 'L-~bora'~ori~", ili.~
dicated that this agent :s1)()\j',ed cettaillSNS, d,~Ilfes:
sant ~ff~ctsin;,tni~~,.hlqi~atiiJg- tliat: ~tj:l)ti.l~ b~',c<;l11
siderc~?s a, trahqui!izipg: age,n~:f()r luithei·,'~tud,ie;;.
7hc c9'lllpound,likemanyCNS ~e·IjresSahts;'eUc.it_1O~
,,:hypotensive cfi'eCt in the rat.,',. .' ' .

" .', :",,)., .... , •. '.1'. ,,".".

,EXPERIMENTAL' ..

,'ria~i~: daiaii~diCatihgthe, ~tilicture:" 'Y!eid, ~Wtill;g
'po!~t, anliother,fuch)t~s for' th~-sb: comrJou,iids
presented in' this study are iI1~i~te(!::iri. ta~le"r
,:3,4,5~Trirnet~ox~b,enza,acet9-I1e" 'was, .,preplired,:,aC'
cording t{)',,-the 1'll~hod, of,I1~r~k~La~ter ,~n(I lohns~n
Jl6) for. 2~'3:diIll~tho~bellzIl1ac~tone}1l' ~.'rie1d :()f
55%" ,'The Muanich'bases w~e. ?rep.ar~ as:foll~~s,

In,a,50cmLflask cont'a,iUing 25 ml~, of'ab~ol~~e
e{hanol w,as,~dded O.05!mol,~:9f the respec~iye l}1]1iIie,
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,,' u.·S,.AR¥;'G~E~~C~~~~t::b:~~~:~~m:.ot.~~:L"RORkii)Rri,s,·" , ,,!
"",';~~, ,:' ~L :}ii{f!;'j -f}iJ i -",'-iJ:.'N1t1/;;(jJJijemJi;oa'z,:Oenter,'iMd.i.'J.UZy, 10~,:1962.,··_

PI'.;lJ~wJ:~NqEltI<tS·ildT ,; ;~'jLi'r:l;: i~';'il: \:{f; ;_':,')':':c, '/'::, ": i',; ":ii: ;': ;,;' ,;-', :.1 'F::

9f1t."P~"'to./ -t,M"._~..~D..:(f"an.."u.Lrlt.p.",;U.,.;ntV.,.:..:er.. J fili.\:,.\.. 11.f.',OJ._;'Pf..:~.8if,.~ipP..,~..;.-.T"'.,.~. qr.,/fd
,', ~¥,ff.te.~_·..f}9h;,?.Hri iU.,:~!'?,.~r,_'.7.' -8~al·'lo88.:" -, '" .. _,'t ',".: """,'" '.:,' "

'):pitijPR~"N6B~~~ tf~ish tJ :llck~o*,iM~~tI1e/~deiptof your ~ecerit_lette~:'a~d
to' ftlJdtogize for'}rib't''lieing,iabl'EFfo ;answer"your ~r~1i~st' more -quickly.',; ·Urifor,:
tunately, the chief of the screening group concerned with the assay of;wntiviral
4.cti;viPy:W~~ not,?;Y~i.~abl,e:.-, :J;,lipul(l:I.19ttCPl11~nl:~t ~h~g:,~gro;up~:m~tJ;1,(;Il;zt: J;1i.~: pe~IQ~s~ion.

! ,.JJ,~s ,tJiue,tha~ ,4~tgpniJ;l!lt~0.~s N~,,~J+~y;i,ral ,.ac~yi,ty, ;aferr9~p;,:n~~~,9~ a,s,~p.¢h~~~
~~' ..:I?~.: ,$~~v(h·!~,~ ,1,i:ttt~r. "to' p~:.'}~eff~~iS<,," ::a0'Y:~Y~~' ~~~' '~g~p:: ,~a~: ~e,C?m~_ "q~~
seleetlvefn- 'thelr clrotce ,of:compoUiltls.,)~'They, 'are,'. unfortunately,' nob 'ill a'poSl1
tiollf:to.o:test .eompounds- 'cfvunknewm dctivity: or, .esen .tnose.euspected [of: !beirig
4C,t?:v~ jo:g, the bests ,O;~ :;t}1e:,:~lqg,y. c.' ['J~e~,g,r~)Upj can-. ~,I;lly; .~l§§~y,~ ~~O.n?J)oJl~H~~)~9~

~~~~~iri~~~~'il:~_:tJf~bf~i6gi~~)ill~Ur~t~Jf:~,t~,~~t; t~?~ej'~t~,~,,>~~ ~,rH;;'YHt~~
,'Jilt;J:l18.'Y':be· that~Dr: ,Schabel \,bfJ,jjlIef;f;Qlit);l:ern ,ReSearcn',JlnstltJnte:'woUId' be: 'able

to assist you by recommending an antiviral screening program to wtdeh ' yolf:l
"-;9:lp~ll:Q-qsJ~qu~jlqe:s,ub:q:t~ttf(l.;,:,i: ",,; j;;: >:i:' .:,,'";, ;'> ,,: .i.. 'J' ,'I"', 'f' f)'/

¥os;t of, .th,~,s9P~~IDJ;1g, p'~O~lil~S fn ',t~.e. q~emt!t,~n.. P?FPS ,ar~; q~,it~ a~,,~).~~\:r~
as.',tllat 4esCribecl"ab0'Ve ::witlr:t;n.eI :ex~ptn.)ll of' "twp.: .'T,h.eEl,e' 'are' 'br~a'<l-"'s'c:';eeIJ,s
f6r', the purpoSe,'of:ise'eking' but' j new i -tYi,Ms! !6fi~'strt1(~tll~'Eig, having i an; ,~~tremely
high biological'~ctivityo;r'ones:,having:pr9nQti;u~ed:herbtcfdal- (:growth\~egrilatQrs;

p-l:l;V:~,?~i~~,d~foli~~~~Jetc. )effects~, ,,~',~:~H'C71ClsiD:gr ~Qpiel?: o~, t~e13e ,pr()~edl1J;e(3 .ror
y6,ur"r~t~nt,i.on.. ,We 'Wo,U11l :be hllPPY to have ,the,'opportunity, ,to screen" 3J~Y Q:(
yhur' h,eter,OCY,cP}~.:s6:uctur~sjri'·thes~!:sCreen$; ,'If' bothsci~eens' ,are, td' ;oe,' rlin;
we: 'would! reqUite' .abcut '3';gram~jof, material.' -I amt also' taking, the' liberty' of
tneldsingja resume'} of:Jhe,' ;poli.cie~, of" t;h~ 'corpS'jp.4ustr:illJ JiaisQIl;;,prOgl'am.: !

l,am :!?-~:rry_th~twe .are .unable. t?1 ~P~:PtY, ,VV:ith;"!;?:tJr)1je9-~iyst:" ,f~l)AaI!:~~: v.i}~ ~a~
b~,of servtee .to Y9U III thescreentng of :Your.compo,JLIlds for otJier purposes.
-,';':: ij! ~S~ncereif!~~rs; '.','.; ,:,' """"""':;;j X");;j:~/'·~'::~~~~~:;':~.~{:D;;:\" .. ,:; -,~',,;

I! . ~'·.'aMf}t"In(J,u8t1ri{J,~: L,iaf,,8,on;9ffiee" ;)(
'I" "; '",; i ': ,Plremor(f~~: ~r~~,~t!~40;
Senator MOGLELL"'N'. You may proceed to 'highlight, your-istate-

ment.i sir, .,..' .. -c,' '1(',[.,' . " " "~ii"~

'Mr. NOBLES., ,Well",lwilljust.pick ,up .abstracts.. actlplly" from, tlJie
statement. :';'::firroii .' , .;.,,!', "j •

),,The, need. to :trri:ve.atsometbasis.fontheequitable measurement-of
rights'was not so greatin health r"se'lrcp.,unti].]'ederalsupport,reaolwd
the, extent 'that thegreat,)llajodtYi ,ofi<cpl'llified in:v~stigatorsin,ey'ery;
fiel.d'lheg'ln.,torecei:ve,-sqme of.,th~ksl1pport .from, one' on.more.Fed
eral 'i:tg.en"ies .and virtually',eY¢r1'nonproflt, research center, ,W'ISi simi-

1:tW;,n'~h~l~:',;i~dowin,the, :d~~~j~~ ~~d .'.ip;lic~ti(m'.of '¥,~d~~~{
ag¢noies',p:ttent'pojicies,hasaI'way~'been qf.grel!t,i)llj)Ort'lncei tq the
scientific ,commun,ity,., ,But, in'the, l~std"""de.,the'gxowth oLF"der:tl
progra<,ns 'fqr ,cqndnct ''1nde, ~upport)of r~se:trch-:tncl' de"elqpment, in,
mdustry and on the campus has been so staggering that the.eJJ\ects,q£;
Eed;eral,))ol!cYiotrefelt, to<).ayi i~,,'j)il;'tnll-lly, eV,erylaj:lqr:ttory.jn", e'Yerj

OOiDh~l~,mr~;,sc~=f"t~'reaso»*,~iY,:de~~d and,right~)j"'<).i~i~~~I~)
assigrre<1.~ thp.t f!'<cijities o£theph!,<rrnl1ceutica;1:iPdeustry in,ce!'t'lin,are\l$
)llay well be cut off, at Jel1st :tjnWst,e1)otirely" ,f.rOlfi, the, ,'1ca<1.emio
investigator. '11)od' frpm, tho~e',in,scientific ;qPeratipJ;ls wi~l:>in t;he, lil'v
el'1l)ll~nt:itse1£,'.l;'hi~,cl'n\W1y ,m~)lltin illl'rm, tq,a!l .th,e~." """ i " .'

Moving quickly to p>\g<;j,I)"b j\'If\lnl<1.,p,PWj;,ffi;,p;l.,'<lre'l,th!'<t~h~,ch'lj,,"
11)oa"n" ,l;ltilie90 ja"qlle~tip1)o "l),p,pJlf;;witl). PR· ,fi'.e~Y¢m tl).js, m,orning, fLu H
....l!i ,11 i;i':,'" '1'::- i:,:'.nn· Ll'i');i'Y',; 'Ji; 'Li i:;di ,<ii! ~fS
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If a grantee synthesized au interesting chemical compound or a
series of,§uchcqmpqIl}lds and i'Wi§\1est,O,.,h,ave ~h,~m,¥<t;een~d bya phar
maceutlCalhou~"hejsrequired\toino.ti£ythe Public Health Service
b~fqr~ erteP.irg iI1;1o?,\nYS<)~~~l1;ir!i"','V!1~!i"~!!'~I\t.., '-r.hfl?haP!!'','c:eutic:al
~ou~~henIs reqmred, to sIgnanag~~entrel~nqmshmg"4Y ;II?1\<tent
t;,ghts,'11; th,e:fe:st,!1rel! Illvq!yell, be:torn}Hs,p~rllHt~ed t()uJiderta:,~~N~e
screenmg 'Work. ,..Itcopy of such au, lJ,grc:e:mentls;lnse:I1ted later, ~n;tfJ.l§
statement, , .' '" i i,'I"
'../t.tp.ost ,s~ri'?,11f.:it~~lllt Ofthi8,re:striC:tiye' ~]j'~q~p3;I'i!~tent· po~icy; '.ay'a
tIl}lC: 'When e'fP.'>nS,lqn ot F~eral.I1ese!1t;C:h,,Pro!i"t;lJ-Jl)shlJ,spuf:::redc:ra]
money into agr~at·'Jl)any.. academic:lI!Porrutories, .is'that m.anyne:'W
cheltlicalsarenotbeing tested at all or','remot beingfnllyevaluated
ljepause:drUgco~panies·are.not'!1ble·to •• ull'derlake .the work'llPder
i'Onditions required Py the paten.tpo.F~.,i.c:s.';()fthe: pnb.lic.he!1lFh s.~rx
Ice and. ItS. parent agency, the Department .of,Health, Education, lJ,ua.
WeHare. "I,""

.;N'qVl,' Vl,'e w','I\tt0JIl.entio1\s,p~i~cally in thi~regardiniiiIstalllome.nt.
PH p!1ge .7 we hay'e.rubstraote4~c:qpyofthepatent!1greein~nt .'WhIC11
the,Department of Health, Educat,i:;n,..and,We]flJ,re has,'Wh,Ic\1 itasks
tlratlthe granteeaswell' as thepharmaceuticaJcompany sign; '.'.
~. We,make referel1;ce toth~pQillttlIat()n~!1rea in.which we are quite
interested in our own )aboratoriesh"s peen that. of'fhe synthesisqf
possible antiviral agents. IPrior'to the procedure ofNIH' 'Which sub
~itut~daJ?:','tent a~t;ec:me'.'tfor cl','use4 E','lontheface of the sheet
of the applHi!1twrfOrt;~searc:h {P'ant;we 11a4 receIved agreement fro!!,
one of the major pharmaceutical houses to test compoundssynthe
sized under the terms of a grant from NIH for the synthesis of heter
ocycliccompoul1;dsaspossibleautiviral agents.

Following the implementation of this policy, somewhere between
November of 1~61andthespringof 1962, ~ thepharmaceuticaJ house
was placed in the position of having to indicate th,,:t they could not
sign, the newpatentagreement, isiircethey werelcoricemed over the
scope of its text, including the following: .'
'''Thephrurmaceutical<Jompanyi shalVbepermitte\1 to obtain patent
rights to new uses ofithe compounds developed as its own expense,
exc~ptwhere the grantee contributed or participated in the concep
tion or reduction to'practice:ofsuchnew use, or where such, new use
patents would hamper, impede, or infringe on theintendeduseofthe
invention covered by theproductapplication, or where such new lise
is within thefield of researc:hworkssuppoI'ted by the grant;" .."

," I thi~k" that anyone can' readilyobserve.fromthis agreement· that
any pharmaceutical company that would agree to do this wonld in a
sens~beagreeing to donate their :services without hope of com-
pensation. . . . .. • ...•.•.• '.. .... ..•. . . ~ .' .~. .
'iAsa!part of the basic proposition,' the pharmaceutical che!!,ist or
medical chemist in the. university is .concerned withthcse syntheses
iifcompollPds. These are thellevaluated byaIi"gen'cy; as describ~d

by Dr. Seevers earlier:thistp.o~ing.Withoutlravi~g this informa
tion at hand,very littleprogressc:an!be Illade.. .'. '...'.'

,With the knowledge provided]jy the pharmacologistand others as
sociated il1;th~screeniug arid evaluation 01 the c"mpo)lnds, then.:fnr-
therwo,rk can prOOJe4tD J!erhapSuseni1d~"I'i~; j :~. ~.. . ' ..e!

But m .the area m which we 'are workmg 'and another area, for ex"
emnle, tha,t of eomnormds in the ceneral area of mental health. ar-
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rmg-ements 'were' made by theNational Institutes 'of'Hea;]th. for the
testmg of four compounds prepared durmg the course, of this work
In;'other words, NIHoriginaHy,Iet;'us send two compounds in, and
then-two additionakcompoundsssi.«:

As an indication of .the amountofworle 'involvedin .screening.B.of
these.aeoinpounds andeeporting onitcthere.is.e document of some
55 or 60 pages. .So. this <is .theamountofuwork: and the cost that is
involvsdin this type ,ohventur""" As has; been previously indicated,
it is obviously a high-risk venture.. r: ",", , ;
'.' As an.indicationof the type of'di1liculty that, the academic scientist
encountersrin .the evaluation of his, compounds currently, Lam.reub
mitting ~s appendixHf.a eopy ofa}etter'<in reference to the matter
of,' antivinal-agents-previously: .rnentioned:..;-Please. note the. sentence
in' the second, .paragraph« whick indicates that-this. group, the, ns.
Army Chemical Research.and Development',Laboratoriesat,the:Army
Chemic"!.Oeriter, Md.; !,',can 'only assay compounds-of proven 'antiviral
activity.".'. ",,~:, _' '_ ',_ , , ,>.'.
, This' is one of many, Ietters.that Lwroteat the suggestion of an

official at NIH in an effort to derive suitable means; of testing our
compounds; ".. ",j; ,,' , "",'
,NeedleSS to' s~y, I cannotdisagree with-the director of research. Of

this group, for he has a mission.oriented program, ,Nonetheless,this
offers the individual academic scientist little hope of success in:ob+
raining; l:>~o~ogicaJsereening.for. his .yet, llnproyerl. C()mp0114ds, .;

.Lwould.riot want the S\lbC()mmittee ,onPatents,Gol?Yr~h~s,anrl
'l'ra:dema,rksto,overlo0k:th!", fact that the country'SUlllversItIes and
medica:l schools' carrplaj' It 'very usefulrole' in thearlrtlinlstraH0'-l0f
these complex patent ,isslles .if,Congress sees fit to permit this.' '.T w61ildliketo'rn,0"e.rapidlyto pag'el2 with some specific com:
ilientson'the pendiiigleR,"(Slat~oidn~hisa~ea'. ,',> " , ,,;
,pue'lllusion h~s ,Mreadybeen;inaile, butsiIlCe'it was by anonaca

deiniiJwit~ess'Iwolild liM to:in:aJ,Wit, fro"!'tl1'estandpointofthe
fiCatlemic; univer'sity"'cibnimtinity,?'}!,i,; i,-:,-~ 1, u:::'U;' --,: :",">-i::iC,;'," ::': ,::J-":':r:'::~

Sectio~ 3(b) (3) of. S, 1809 I;esetyes to the contr:,wtornot less than
"']-n )rrevocable, nonexclusive]" roy!\lty-freelicellse' 'for the practice
throllghout ~he w"rld of each'such .inventiriIi)"If 'the contractords
~.y..:ac~,d~rr.d~,i:qsti~il~i()p;;''Sll:W .~- ~bi1tr~sf~r-a,bl.~' "lic~ilse: '~s:' ,:rriea~~ng:'
Iess;' since no'uIii-versity'or 'medical 'schoolis in 'a: positionto p~aht~ce:~

invent~oll~thesensei~~~dedby th,ifil?I;Ovision. .: .. '.. .• '>i, '
Another seririiisobjection'~.b'~;T8q9'ofsection 4(a) (2) , which-pro

hibits .any contrltGtoI;, inch'tdjlIg a'.u,nive~sity Or mediGa:l'~ehOdI, from
acguiring any right~'to"",disc"veryiII,the.)lea)th fiel,g,andreserves
~llch r±ghts~o the' (}Qyernipent e~ceptin ",,~ceflti&rial?irciI)hSt.aIices;':
'. We do notfeel~hat the fielrl ofhealtli should be smgledoutfor
tightercontro! by.tlie'Federa:1 Gov:e~mellt.. Tljepatent system and
theinc~nrive('.createdby it should bljlbrought to,Mafnior".in the field
ofh'ealih than 'n:an:j' other;' ':>""'''': . 'S';>' '. .
. 'Then I wanted tb' pick upatthe bdtti:lrnrif· p8ige' '12'aTid 'page 13 "f

rhe .printed statement, .regarc\i,;,g title. VIlrif"tli<i'healthresearch
facilities bill as 'origihallypassedby 'the'00ngress'.Thein;tent is ex
pressed 'there injust'i:Hi<i'seiit<incei: ,0');;' f,,' .;, ''f ,,'

,;. !f,~ :i~( Plrr~f9re tAe ~WJFJlP~~ m:,}f-m"tttI~~ ~~~a.~f$~~t: 1';0,n~e 5~prwt~~~ti9}l·, ~(f~~i:ities
for the -conduct of research m the!-sclend~s 'related' to -hea1th"by 'provldmg-
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grants-In-aid- on[aJmntchingj·ba-si~ itQrp.uplic .and nonpeontfnetltuttons. :for(s,\l~h
p,ur,P9.s~. _ 'ie"';:,;" _,' ~'\\!' I '. ,I l' ':'i':~'_: _ _ }>'i~:"-''!i
.i •The .provisionof adequate nnivers~ty.iesearch'facilities-intoday's
world is a very costly undertaking,andone,that'hasbeenachieved·m
substantial. .measure. iby"thee'llse] of: .private- .funds, supplemented. to
whateYer.•extent-is d'olind'neceSsary'with. Federal. funds.. •The donors
of fundsforsirch 'genemdJg'mrttsi either.private.or:Government;' do not
intend: that,'I"ights.'ste=ihg: from research Iconducted· in 'such .institu-
tions become the property of the donors.. '·'.'i,',·.
,. "I'he'1'l1;'1'o13e' b"mrtd:tli" experililihU'e-of.such. funds: isaccomplished
wihen:the' institution becomes-effective in-its role of. education-and
reseaech.! l The-fruitsof, such research; jin the .form.ofpoyalties. from
patent'.rights,.serve to reduce-tlierfinancialoburden ,on·th'" institution,
and thereby.toreduce.the; sum'uecess,hjyi fonlmaineenancetemd expan-
sion Ofdm:e·)fiacHitiesfor further: research il4IDorts;'" iJ," iiii' . . .. t-:

li'i\¥.'e iwant.to:move !quick:ly,to:a;:conglusion on.this.;, 'JWe1Wouldli~e
to CIte particularly one problem, however, and that IS brought out-in
the"propdsed·'!amendment·':ta::Sillaoo;billi5]2i.. relative 'to. the [health
research-facihtics. ')"/!'i'-;'-l 1-':1 l·me

This is a very basic problem for all of the colleges and universitiee;
thai is,that'it sjJells.out.'speccificallyin··theiSeuateibillopthe.proposed
:amendments. to/S..51~Ii cannotofindnths, language of .,tinght'nowb
that»: ".i! ,rn'

,".No put:ti of;til1ripp_r~~pr~'ii t~(( 'fim;d~{IJ.tfi!'be~x:pen~'e(r p'ri:rs~aiif'to iatithQrH,ja_~i on
giVen~-·bY:·,this>.':acf:for:\a'nY: edlentifle' Jar, ;techuoldgi'iial: research 01"fdeveiopmefttai
aettvltyi tmlessauch-expendlture is:cOnQi'tioll.eQ. ~:ppn pmvisions effe,cqv~,to~n~llr.e

that ~ll: ,d_~~~l~p_mellts;~e~~~tin.g~frOl~:Fi~1,l'llt ac,t~v).ty; "o/m;,b~"made;,tl'e~lY ~y.~illlqle

to the:g~tl,er;~L:pF~~iCt:,; J: ": .."":,·::.:,·;.:-:::,,fiC;">\J :.,':')!I,':;-!';.i':·ur;q /:,:'.!{>" ..:;') :,,"e.:.'_,>;
. "Now; :yirtuallyev~rymem",a,li spllop1r,ilJ:Jp.~P91l1ltry,ch,ep1l~t"yp'e
partments and schools of pha,ri,p.....CYi,Aa,Y~f~<)<)iyedstlPportin.thE} ppi}q"
ingofresearch;fadlities.. ,AXeM:,qu,estion .W.We .mind "j' ,everione,
then; is .about, the <I?ossil>l~>iljlpFc;a,-kl'?!\ of can;ywg 'OnnRllfed~lIy
supported research III these facilities.i"'hiqh.'iV~rE},bllilt.pa,rti~llY.,'iVitll

Federal funds.. "'''''' ,,, .. ",,: , .•,.",...,., '''. i;·; '".'. ",'.,: ,:.. ..
".17he,jan,gnage,ofthep:rop.osed '~lIleIHhnent,a~ it.was woposedearlie.r
inthis. session,.,?f',eong'Ji~ss"i"'oJllq,:tenq. to, indicate .to,,u;; th"'t .if .the
Federal support went ,into. th.e ,p'llildmg, ,anymqlley~, th~t .nllghtbe
ehanneled into. a res?~rchpJ;Ogr~lll, b:lJ ,n9nc'F~d;eJ;al,f)lllqslIlightbe
impaired by this, .",i.; ."n" ,: .:;!.; ;",,,:.,,,i... '!,!: ,.: ..•. ,... ·::i

!I1helast thil).gthati"'ei"'oWdlil';e to ,)l!l0YE} itO. is right,ll:t the bottom
ofpa,g~20andOl):p.age,21atthe,c!9~II)g9f,otl;t'~ta!",Il)-~p.t.i,.· . • , .• , . ,.'
, .Emotionali!"J1'1,conc~l;1ling ith~islck,a,ndthe "'9,stqf.drugs shquld ll;ot
be allowed ..to.distort, ithe:fa.<lt tha,t,then~t .E}ff"At,o£igoyernmentallegrs,
Iation Jead,ip.gito..thE};gQveI'l)IIlental,.owneJ;sllip O£i th~patent, wheth~r
partially or cOlIlplet'(ly supported py]'~qeralf)lll~.s,.defeat~theb"",IC
pUJ;pOSe of rese"rPh'lll,.the.fi~I<;l,o£imedlcina.lc.. hem.".stry 8 Jl.ch. p.,r.. o..c.e-
dnres constitute a serious deterrent to essential.cqlla,!¥>ra,tion b~,tween

the Government, indJlstry, &,I1dthe·)miy~r,sWi.,s;~Iiil,thusto thehealth
oftheN",tioninth~loJilil"run;.,i,,:,!,,' ..'. , .::.... ',.. . ., ",

..' In addition, ione)Jlightex.alIliJle (W~.ha,si.cpl§lq~RPhY.to ascertain .if
such restrictions do not, III fact, :v,wla,te :.Sl)l)plc .)E}gaj andlIloral
concepts, "'d' .',: '.. I"'. ....., " i. .. . ' . '

Does'n:otth(jreseiircher1\.OmthH1\p.d"iH~htalright itohismven;£ioh 1
.....•..• ,': .... ' d .... " .... ,', "_,.,,.', .', ,,' ....' •. .-.; :,',_'. _." .;- ......_, ', ... ;._,',' " .. -, :", -"."
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1Sn"dt'something 'of'human-dignity lost ,when'~heGovernment con
fi.sca~e~j-"-H.a]1.~t~IWP.)t'i&" )'qu WIg, ?lft ~r;~Pl)~"'wt?,¥,~,t~ be !,ql11isqaJ
tlQll:7a:o., w(lmId11~P.~, l¢oWI~q,g8ill ,8,,!,!:\a,lIge Jorparlml fi!J~Ji9a,]

S~tF':t~;~r~'t~~~"t!Jat3,llt"~IIl~~h;~tte~t;~IlhaSb~e~(li~'ect~d;t~
t1I~l'igh.ts oftli.~ q{rve~lIment,to.tltenegleytofth<1 right of the.inven
tor, of his instit\ltjil!J-, '~nd qf<)th~'~'Y1i!?,!Jiaylbe poIice,*e<!irith.~qveI~
all process..: Can unilateral, action ,on,tl).j~frontl)y'the. Congress, 'wit,h"
out'due 'considerationof-allthese factots,be truly in the best .interest
of'th\>Nation! ..•.. •.•.. . .•.. , .')j . '.. .

.... r1Jc,Q!?J\gre~~'fo#erc4 ,~li~,tRPIl9:a~fo~ otthe ,ll;e<1er",lagerici,\s'"lld
supports them annually with appropriations derived from tax doll;tI~;,
'Dh:jis;:the{)ongooss'ischargedwiththe responsibility,of protecting.the
interest Of,thw(hrv'ern¥'ent;' true; "Butwho; Task, 'tnot 'the Congress
a!s",i~.!,qpIqt~9nl'Jl\:iAtler~~t;qt:t)'ie '.ill?i'i<!U"'!;, .trc.,,:c'\<!<1*,icinstitlf'
tlO:o.,and,t1;t<;;;~ect{m ot!!jIq,M"FIY.X*;)JYlll!'¢r;~~t~d Ill,tll~~ J:\la~ter~1,".• ' ;

I appreciate the opportIm[tyobppeapngbeforethecon:umtteea,1l4
o...t'h.il.ving 'lim''\tait<lll:le:i)~'in?orporated'intherecord,Mr" Chairman:
'" Senl!,tqr ¥ 9Qr,'Ii;r,:LA,N. ,t,halllfyou, vcrYc¥'uY!J" Dea:o.:N0bles, '. lam

sure you have some very valliable'informati"" i,lI Yo'(IrS,ta,tclIle:o.t: "1;
have not had the opportunity to read it, but I hope to Ievicwthe many
statements"tJYat'hilive been submitted and to try to study the whole
record,·",.,., i"".·[ ) , .: '."',.>

Weappreclatevery muchyour- contribution to the com.m!ttee'~work.
Mr. NOBLES. Thank you, sir.. ,"" ! !... ....!:' :,> "
.(The fol){>w1ng., was, subsequently reviewedallp.,qrderfdpr;inted, at

this.point l>y!th~!ehai,l)J,llin,)! . ,!, .." .' .' .."" ,.', !.... .
. THE UNIVERSITY,QF.MISSIS'SIPPl, .. '.. "

, :": ·,_;tE:'F}:,(}'R¥DuAT~"$~1ioo~'; i _i-JT
i ',UniverBity;'MiS8.;11~ilu~t ~5".·J965.

H"6il'.i .tOIr:~:MC~A-N;' i'

Ohairman;, OqrknU'ttee'on Patents;{l!,raltcmar.~_8,;-(1/~i!,J},OpYrijlht.s,-
S61'1,ate·(lffiaeJ;Mf,ilainf1:"W.~"h:i"Jtuton,:I>.(J.;_,:: ::.'C- ' . '" .: -:.,i,

PE~-~~!1l~A;rpR',M9C~LA~:::. ;rn~eed.,t' ;~at;Lt',t9: express J?Y_appre~Iati~~for 'the
oppo.rtU¥i~y: o;f, ,ap~~aripi(b.ef~re~qur, ?f?P?-_:rni.t~ee last:'r:J;'hu~(1ay :witll.;respect to
the ~t'fect;of_:p~~9-'i4g_l~g;l~l8.:~iOIi,"()lll!~1:~tS,_as-it' relates t_o:~versity situations;
I',dee:I>lY :appie~!lite ';the :Very ::fine \way .!fuiwhich.vou ,-conducte<l:: .the~::hearing:;. I
kp.ow ,that 'the ;liearings.;on"tlrisi and 'related billsiwith:. which" YOJl..._a+~'_ GQll,ce:r::n.eq
certainly must be a tremendous drain "onyour tim,e,*,ncieffort.,; :N9'?etheles~;Td.o
de,eply" appre<;iat:e,·the m?p(}rtunity rf,.:preseI;ltin~ our :vie,wpoipt~'.(m:,:this ¥1at't~:
, :V~n'. _m~r 'r~,tutn. "6I;l,~ ptl:1~~ _it~ h~s' CI)me'-1;O"~Y ,at,t~nti0n: ~hicll', 'may, be qf
soi:rie'~Signlficance.' I, I r~ail' tliitt'·you' bjdicated 'thatitherecord,would'remain-open
untHc·A;ugust,:n-j·;'a:n'd <,I,;arrr:'submitting,thls, 'as; perhaps-an ,addltlonab ddea to .be
niciudeemconetderanens, pf,-:the;·_s.ta:ffw-ith:~~spect to,researc_~in,g,the ;testin:H:my
l)elativetothe_bi~~,tllaPlljgllt,~brought,forth;i , " """" .". ..: '. >' .. ..

'It appears to 'rilE; .yery, (1¢.itlit~)'Y, ,thattlle,' patent ,righ(is·· really t~e,ri~llt: to
exclude,_ and nQt,to. iD:cIUq:e:.: .',tao'riot, see: that'tli_~ Government re~Ily'has'a need
for' tlie' .rtght to 'exclude .onral 'general' basds.rsmce o~viously:_-this"canbe done in
case :of-gr.eat nestonat mtereat .on .a, ~peCiftc ·pi~e,;of P,ell{liI\g; :legislatipn~ .. -Oon
traclwlae.. it .~~;·;de:fip.i~lY:,.:t~.~"un.~y'er$ity.,~d.,possil?~y.1;ll~.pharmaeeutdeal in
d:ustry intl:leca~e.otitli~s N~l. ~h.Q need' the,dghti!i (}rd~r;,to pr0:VHI~ the incentive
t6' tnvest 'Substantial fUJids~o:h the Ipa:rl:'-ofJindhstrY', :~~.developdng~a:~Keting of
the drug and for the university, a g,ource of po--netitiial,revenue,forithe support_of
further .researehsandttie estenstonjor physical: f(lcilft;i,es;,., ;;L.- :lJ~i~ye: that -thts is
a::rathe.rjsIgn,i~C-?J:ltiP'<?~~,,~apdIits~puld ;b,~.~borne:in, ~Hd;that. a patent .Is A()~
~ike,I;l '.stock, certifie3:t~ or a savings bond. There is no: value ta, 'PllttlIlg'th~

"pa.t.~iitinto,1l.sai,e:'depositv:a;1,1lt., ~();~e {)f•. any valp.e itmtisi 'be:.~se<i';':the in
vention' must 'be'.exploited/and'· thu's·niade,avaHabl§l to :all w-hqlca~;deri-vevalue
fro-mit.
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i:,L:&WI~1'fO::B~.S;.DpCl;'I}f·

SenatorMcCr=I4N. The Chair willmake this brief statement;
.: 'I'hiscorieludesthe public' heai-irigs'thattHIl'Sllb,c0rrirhitiee has sc~ed-
uledto date on the p~ndingpatent policyliill;' "'u, ",', ,>

During:7'daysdf hearing, we have'receive,l'testimonyfrom 38 wit
nesses, and a Ilumberof ,stat~melltshave alsdlieell'subIfiitted by-others
for incll1~i(j",mth~record. ' s

IlM"inforJi:)!'!ibyth~st"ff that over 100 individual amendments have
been specifically proposed and submitted for the,comrn,itt(l8;S§t1l\ty.
The transcript of these'!i:ear,ings 'rulread:v,'c0'l'ers, over,800'pag;es,,'"

I ,lfav~Il!'i d<'Bi~ to "delay action '()n this subjecr' 'However;'if a
thor()ugh ,Mdiildiciotis' cori~id~fittiollis'to",P~ 'giy~n:!t()';the~vidence
that We !~aveheard; if .tlie 'suggesti.pi,1~'F<\ri~Y~'r~G~i~~,~;"re t~'R~'care
fullywmghedand,evaluated,andyl'asound and eqmt,aPleb)Il's to ,be
reported, it willobviousl)'be necessary that extended and,careful study
begiventotlj:i~eritirinecbrd':', " ,,', ,', ,.' "
',",The ,chil,i'rin'ari"'il1;theterotli'c;ori'$Ult''FifJj:theoth'e'l: 'iriembefu'iif
the subcommittee, regarqing '011],. fl1rther,pw~~\:!w;~' lj,na,deliber~Kibils.
How soon'the' s,:,bcommittee" can lrogin,meetings to consider!markups
ofthe billand how long itwill tllk~the subc0mnritteetbcolIlplete'such
lYf~rk!1P,} just clj,nIlot,say" "J,.wouI4n;~t; !ey,~p",~ft~iii~t'td,predict,at
this t\rne;how~oonthesubcollliJ1)tteecaIlm!,!lj:eit~);epoI't,.,., ".. ".

The record, however, will remain,open untilAugust 31. • ]JanyoP'~
desiresto ,snbmit any. fl,lrther ,,,vid,,ucei. aJ!1y'statelIlelltsi we, will ,re
qeive.tliem:~Mq()p.,~i~~F"lYl;l~tJlrr.tl)"y,a,~,,: ;~pj:i,:?j;>rf;il,E~;;~?tt~"retx>~d:,
If theYlare,theyw\n!j~"'4fuit.t,ed.tOthe.!iecR):'q;1~,t4"yarv]Ot,~9N,',,~
body will have wasted-his ,tnne., ',," "" " "Y', " ,',ii",,, ;,;, "ii i'"',,,,,, ,;i,

The ",~~bcb,mriiittee",illlIleet't)lis,afternoon' at!2"pml,tocol1tinue
:r~~ri,ng~.,QI1,tlj:~'~()pYJ.·ight·,reYisi?,r.('.bin<:,.-:,Whe'; ~-uh~?niipitt'ee' ;stanas'~l1f
l'e.ce,$f*~tjl;2,p.m~!;; .,_,' :i;' ;;':,';.'.,"_' :;'~,";.;)t·): .";.;~~"'i' :;:~~,;~,> :~';:.,::~;';~~':'-:,:,.':',.'," ,,;: ,'.", " .. '"
-c: ('''hereupon" at 12,:15 p,m.,the)~.ubqQmIDJt.t~)w"'$' !,!C(jOJlrI)~C!.)

In. my .opdnion, tlie,,njere:righto,f .paterrt- its_~lf ,Wil1:poti~nsure' US~ .unlesa.the
rtghtto ,e~clude~s~}:;o~gl:Lti.nt~l!~~Y.:;,;,:1 n ",- ',':'" "''':i ,L: -,';,'::\ .';; ;: ,..,.,: ': '.; ':\

I'Y0u1d reemphaelze theftict.)w:hich ,1 mad~, ill. l!lY,':Iormal'presentation to' ,the
committee that if the' Govemmenftakes title' to the patent' ilid' freffiy" grants
license to all comers, fewindustries----:particularly, thooonin the hlgh-r-isk pharma
ceuncat-mdustrv-eare Ukely,to! become interested W:, ,explt)~ting Jh~)llvl~nhon.
This GO,uld mean, f?r ,exampl~, :wJtll:. reg~l'd .to ~,iJ:nport,ant: dryg! th,~tth:e,pul,>l,ic
might, be deprived ,of the penefits:,'M :'t:h:it~g:<" Agllin,l;h~s,:points.out, the Im
portaIlce o~ lJllderstanq.ir~gtl1ata,p[tt<t~t·is'trulYt~e right to' '~~Clude.

-I would "reempha'size"':the' -import'ancei.'of.'- th~s: from'tlie': academic ·standIJi?int;·
ill' that, unless the untversttv by .rigliti. or asstgnmenf of, the.;patent 'and,poselble
transfer for an exclusive perlodfo an industry is so al.ithori.z~~),t ,,,,ill .suffer;
irr~parable..h,al'll1in .the lack of, c09pe~atiRnth~t: ho/l.:,b~p.ev~d.eJ:it;; ,c~rta~illi·, in
the last" '20 ,years,_",:between 'the academic 'institutions; :and'the'phanmiceutical
1ild~tJ-y~, ,_, .,.,' ',' , ,', ..."';,n, 'J'; .' ".-f:i' ," -j"iU';
'>', In"my 'formal statement: I "presented: tw:oJ:orthr.ee:specific,jnstance's,of':failui'e,:
ofcooperattondn the last"few years, ,b,~~d,~}llrq~~~t~~IlS',regarAiP.g,the: imp,eIldin~
patent: I>Olicy, ,~mdinterpr.e~t~()ns,that,:were.be~ng:give~· curreJ,ltly;,~J:',HE~ oIl.
this .point. ,,'l)0l1:btless, the~e ~arri:e facts" c(}U1<1.b6. elicit~C1 "from",hundredg.;-even:
~housands~of,sci~ntisus",4t,'rnjr·:.~::lJ:ticulitr)iel'd, ~n~,;tli0se,Of relatWareas with
res:P€ct to th~iJ:'·ex~ri.enceS: duringthe-l8$t few:years.~':.'i ':';' .:''-,'.rrj : .: -, ': -, : .: ,

1. -bope-tnatcorretrteratton-wmbe- gi.:Ven ito.these."points :1n:,tlll3',:dl":;Lfting, of legis.·"
latiori in connecttonwrththts .matter.. Again) _I,~OUI(tli~e:to,;tharik :y::~u,fo:t::,the
courtesies. ,e:xtelld.e~.me an~:.Yhe:vt:;rr fine :atIllospp:ere}n whic'h' the hearings. of
the committee were conducted,";" '. -, .- " ,-'-
, ... "'r'sin<jerelyy6urs; m __

.~! ii; (",-
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A:MEItI(j4~OPU~'?Iio~,E.DUdATiin~" ..
Qo~rMIssI()~:'ON,,~~~ B,Er.ATI()N~',

Wa8hingtoo;D.a.• July 20.1965.

'Enciosu'~~'.

Hon-'JoHN L;''MCCLELLAN,
Q~Cfirm,an, S:ubcommittee, ,o,!,lhi,ten-ts, Trfl;(f,em,~rk~,a!Ul~. a.~PYi:ights,
u"S"S~ate:mashing,to~,f.f,(J·,:, -" ;,' " ,,>,. ',:' :"';'\';:; , ""'.",',-',:', ,:;,,_,.r
- ]):EAR, SENATOR "Mo{jLELL~N.:,Enclosed, is a..pri~f"..-statement ',' by the .amencen

Council,olll!Jducation;,' illdicatillg the. posJ1;ioIl :ofthe .councnon. various: patent
billsandihparticuJar,(lllS.,18()9.;,·;·:.; '. ',;',',':,,:;,'. ,".
;,_.')'e;hope yerymucl;ltJ1litt"this:smtement:may,be made a .part- of the-record. of
,tli~ hearings held.before the .Su:b<;~:rn;Dlit.teeon p;atents"Trademarks;,:andi.Copy,:
right's,,of tlie,Senate;Judi¢ary p9ID.mit,te,e..!
- .M"aY I, takethisoppprtunity .to,-commend .YQU .and. the membersof .tne-subcom
lll~tt~.f.or<le:voting such.careful. attentfonto this complex.problem»

. Si;t?-~erely,y,o:u:rs,

"',"i',';' ',' ;',"" ,." {:,-,' ,,-;--:;'j ",;,,":;''-'' "':,'"
STAT,EME;N'T, BY TJ3:E .1\.¥ER:[CAl'lI.COIJ1'1':C;rL., .ow, EDUCATION;'ON, 8. 1809;: THE''FEDERAL

, ,,',' """: ,;; '.' IN~T~ONS;"~CT,', .: ";, .. ,. :,,:.,
Th~~eric~nOouncf onEdilca:ti~ri 1 ~i~hffi to ;comme~~l the Subcommlttee on

Patep.ts,Trademarli:s,a,nd Copyrightso:f the, .Senate Judictary.Dommittee for, the
study and careful consideration it, 'has, given to S.:789, ,S,·1,8()9i and 8.,1899,. con
eerning rights to inve~tions.:4eriv~dfrom Govemment-nnanced .research andde
velopment. We believe it.isqesirltble. and .should bej}()ssiple to.tdevelop Iegls
latdvely, as a .result .of :tl1~se,hell.rings; a. untromr.and stable Government patent
po~ic:r .and to eliminate specific c;o.:q:tFcting procedures.required by existing: laws,:
In. parttcutar wswtsh to"expres.s9vr, support, for. the.Federal .Inventions: A,.ct;: S'.
1809, and to suggest,certain amendments.taereto.. ,;: :.... . ",' .',',' ". ,',

TbeFederal.GovernIllent,.thrOugh Its.sponsorship.of research conducted In.unl
versittes, lla~.t4~ objectiye: ()f,expap,diIlg:the boundaries .or existing knowledge' in
areas or on problems ...deein~.ill ..·the::publif!.illterest or-related-to natdonalgoals.
The .reeearoh results are .. ~~hel'lllly '_Il?-ali~Jtyailab~e -to.au.. and. the .university' is
free' to punisb fhem. ..The .sponeorfng .agency .reoerves. agreed. upon reports in
fulfillment of .the agreement, .'... The occurrence of an, Invention during the ccurae
of the reserch is above. and, beyond.the, op.je~ives:o.f,the:research,agreemen.t;··in
short..it is a ,"byprod,uct~'.of the. research ,activity, largely attributable. .to. the
personal creatlvjtvor the ,illye.sngator,baGked'by his years',of professlonal-traln
Ing and expe:rience, and .to, the.scholarly envlronment.provlded b--y the university.

]Jven though, tnventtoua are ..• not necessarily the; objective of .academte .studies,
patentable dissov,el'ies,.,do3:ri~e.'When, '. they,. do, •. the .equtties to, be.,recognized
include those of 'the iIlveIltpr, .theunivers~ty,;, 'and, very .properly; the· sponsors
providing financial .filllPport: for. the, partlcular. research project most closely -re
lated to the discQvery:,, ~ome, of ,the difficult problema . ordinarily Involved in
the assignment of patent rights .aabetween. .theFederal. Governmentend.tts.In
dustrtal contractoJ-sllre. absent in tlie case or .the colleges and universities, "a;his
i~ 'so,~rst1'~eeause.edvcational institution~ are, not .themselves. organized to
m~~ufactu~~'o~:pv:oquc~:fl.n,drn.arket,the.. patentable .inY~ll.tioll. __Rather they-must

1 The An1el'i~an Coull.ci~,bJEducati~k.a Y~luntary, ni::mgqvernmental 'body,.istheprin
cipal coordinating agency'for -higher education in.the United States" It has a membersbfp
ot;1,1l3'collegesand unrverstttesand 230 education organizations. ,..... .;':"
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seek to interest those dn the industrial world who have this capability. This
is often' a difficult task, since few inventions coming out of university research
offer prospects of a large market 01' a high return on investment. These prob
lems are absent also because of the nonprofit nature of the universities and be
cause they-exist to serve, the interests' not of their stockholders but of the public.

In seeking to fulfill their obligations in teaching, research, and public service,
the universities and their faculties generally recognize their public respousibil
Itles in "patent, development.vto tbrmg th.€! "~yp~oduct" inventions arising from
basic research to the point of practical application in order that the general
public may benefit from the discovery..,_.T.b.ere"will be some exceptions. Many in
ventions will turn out not to have commercial potential. 'I'here will be certain
inventions Whicll,'"by, their, nature, lE)nd,.Jhemselves to Government ownership
unddevelopmelJ,t.' TlLere'wH.l~~e:,_~oltle univer-sltles which, for valid policy rea
sons, ~oI1o~,electtoa~qui~'e tights to' inventions. As a rule, however, it will be
found that the university-contractor itself is the bestavailableinstnnnel1tfor
carrying Inventtons Into the e<;on()ll1Y for th.€publie benefit. " ',," "",' "

It is our Impreesionthat'the policy framework proyided).nS'- 1809 would permit
Federal agencies to establish satisfactory arrangements with colleges. and uni
versities, with respect '. to' "inventions •related -tc-Govemment-sponeored research.
The bill 'also 'provides suitable 'arrangements fOl,'c()mpulsory licensing if .sub-
stantial efforts are not made to bring the invention to 'practice. " ' , ,,0:.'

In view of thecollei5e and univer.sitydedicati0p-to the publtc interest; it wtll
generalfyrbedeslrable, although not essential/ito .establish patent riglLt"s in .the
university _at the time of contracting rather,t~an'at the time. of Identlflcation
or. tndrvtduat'Jnventtons. ,At the timeof'conti~cting,the, university's established
policies with regard to patent responsibtlltfea'can.be revie\Ved so that 'the spon
soring agency can determine their acceptability. Such policies would' 'usually
provdde.von-a runlform basis, a modest share of royalties to the inventor, thus
recognizingthe:needfor,:some incentive to identify inventions and pl'o,vid~"sub

sequently the minimum necessary assistance. Such policies would also"'pl'ovide
for nonexclusi\Telicensing, bllt would rec?gnize ,the .ne~d on cccaston to pl'qvide
exclusl'ceIicenslng; subject. toreasonabl,e c cond~tiolis, as-toperfod of exclusivity,
if this were necessary to call forthrisK';(!apitaL"
.. Standards and ,c~it~rift,f0l' univ~~~i,ty,;pqyeie~,onthe adrulnlstratton ..o~ .illYen~

ti0:ns',gov.e'rning':the' apoye pointS'·~.n~ :6th,er r~le:yant·features, .. ,~F~' ay-aHabre for
compat-lson' andr~'1ew. ~urt4el'~o're, the ':resp'ecti:ve:Federal agencie,s. already
have.accumulated exper~enceinreviewingsuch:policie:s~In time of peace, and
al~o in .ttme of war, it has ;bee:riclearl~denlOnstraf~d tha t the colleges and uni
versities, of 'the Nation are a'vitalllationhlresource~ .Placlng responsibility
upon ·theuniversitieE! for' the developm~llt',ofinventionsto tb.,epoint of public
availahility offers, we believe, the best assu,r~rl1ce that they Will be developed.
When there is royalty income -from Inventions, this. would be plowed .back to
further strengthen these vital educatlonaland researeh resources of the Natlou.
but this:wouldoccuronly where theroY~lties,undersuitable controls as to rea
sonableness, exceeded the cost or patent administration. and prosecution of .the
unsuecessful.vas wel'l as the econo,IIlically.succ.essfll1,; :ideas.. '. ..'

. The.';Federal :Inventions .. Act'·.( is: 19O~)" :PF<fv~<I~s.,'g~ner·al. language :in:"'s~ctioll
4 (a) .and 4( c) which-would pe:rudfthe,''SPonsoring:'lgency to assi,gn invention
rights' to the university ~t the tdme of c~l1tracting, :since each of these subparn
graphs "provldes-that tlle"contraptor may acqulte greater rlghta. at the t.ime of
conracting .·"in exceptional circums~ances."''Tl1e,·characteristic .suitability, os" a
nniversity as an instrument of patent development might b,e. construed to provide
the exceptional clrcumstauces 'necessary t().warrantgreater rights,:ut the .tlmeof
contracting. !tis recommended, however, that this language be strengthelied
and made more specific by addlng thephrase "or where the contractor Is an edu
cational.Instftutlon" after the w6rd'''~ircPIIlstances''0.11 page7, ltne 18,. of.the bill.

With respect to 'section 4 (b) .there jtoes not appear to be adequate provision
for the determination of the universiUes' rights tnInventions at the time of con
tracting, and 'for this reason: it is suggested that .. section 4 (b) .. shouldbe modified
to include, such a provision. This modification could he accompli:shed,:forex
ample.Iby-dnsertfng, "or educational": in line 5, page S, following rneword "corn
merctal." Lines 2 through ·5, page 8,·if so amended, would read as 'f(JJ1()~vs. "and
the wo~k called ~orhy.~he, eontractfs .i~_ a fle:ldr;f :~ecl}.nolp~yjn:wiii~:h.£h~·COll
tractor.:11,lls,acquired techni.ca:1 colljp'etence"dfr~C"tlY,relq.:ting' to .an.-area.in which
he had an established 110ngoyeXnm,e,ntalcommercial or educattonat posttlon, the
agency':<'* * v."

,1",,', ...,
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The.Gpllegesan<;tU1~~y~~~~ti~"S:.:.~~~~r.q the broad and flexible approach proposed
in;~;, 'l~Q9,as,gre,~t'1J:""l?,r,\~t~r~'J;l'~eto 'a- policy of assigning to the Government all
rtghts to all in~entioris.,atthe time of ~pnt:r:3:cting~ ,'We believe that in many cases
il1veIitions' would "not reach the civlllan'economyff reliance were placed on a
kind of matl-crder catalog of avanantenew product ideas:FrequentlyaggI'es~
slve search isrequir~d~ofind S0n;te~ne willino?" to devote the energy, and the-addl
tlonaf capital to the task. Th~go,a}s,of',theG0V'ernmentagencies and of the
universities would seem tobe'iq~ritical---'--to'ma~e-avaHableto the public and to
the ,economy the f'rutts of lmivetisti'l'esearch;':as ,quickly and Jnexpenslvely as
:possihl'e., ,~ith,suCh all identity ,of' g~als, tIle' question would,seem',to,be simply
one' of determining -who best-can take the initiative; We believethat, given the
safeguards and. controls we have suggested, the universities are best 'equipped 'to
perform this runettou.

NICHOLS· P-RODUCTS·.Co.,
Moorestown, N.J., July 9, 1965.

Senator JOHN L. MCCLELLAN,
Oha'irman, Patents,'Gopyri'ghts an-d TradernarlcSS-ubcorn-mittee,
8'ern,ate J udiciwry Oommittee,.. <

Senate ,OJftceBuildi"iU",TVashi~ut'on;' 'D;O.
DEAR S~NATOR.'l\IC'qLI<iLAN,:lJ.'he' action ofYOlll" subeommltteefn holding' hear

ings: during the past month i» connection wit:!i, various legislative proposals hav~
Ing to do with the America» patent system has CO:lUe. to the attention of the
American 'Society of.Jnventors. " ':VEl feel that we have a Sl~bstal1tilll stake iII the
contlnuatdon. of, a str:o'Il~ and:eff~ctiv~patentsystelll' al,l(} wou1<i.FIreJo:take th~s
opportunity.to,e:q)re~'.s',our':views. >:, ' '," "., '. ",-,' ,:',

Much of \the testi~~ny presented before your subccmmtttee has heell reviewed
by us.; ,alId we feel that tbestatementncesenred -by the national 'Small, Buslneea
Association most nearly expresses the posttlon of this organization. In essence,
we favor theproeeduref;ll?reS,crWe(}. by S., 18QR(Mc.clellanbill) in determintng
the respective rights, of. tlle,cpI,lt+actor.,and the, YoverllIIlent. inpatents rei:)ulting
from Government-sponsored r~.~~archa.nd:,4eYe~'9wne:t1.tpl;9g,rams., , ,,',';' "

The poaltlon of the, in<Uvidu:i1 .Inventor, ~r9:uldl:Je_s~~;bsta,n,t~ally preserved and
strengthened by .the additiollof'Yilr.iou~,fe.atures of ,S',:7-SJ/ "(Saltonstdll' bill,) as
amendments to S..1809. "SP~(~~'~clllly,we,:feel that. B~cnOP.Q,()f.S.'('89",~h_i,ch '
would allow the. InventorWhps~ pate~t ha,s.J:m~~. infring,e{i,in e-qnn~N,Qn,,'Yith

Government "pro.curenlellt,. to .ootatn early; :~:d.ill€!xP::ll$iv~:r:~me,dy .'b,Y. adminie
trative means, .is .- j)rgentlY 'Ilee~e~:" .I.Ilclivfd-il~l :il?-~"ep.to,r8, can'llot.'M'1;()1·d·· the .. ex
pense and delay of seeking remedy 'by.waY'of .sni't.··~ga~)~ts(,ti:t,e, ~Qver:nnien,f hj 'the
Courtof Clalma. "" ," ,.' ",,,, .. , " ,',_ _ .'. '

Section: 11. of. 8;, 789 would 'establish procedures. and funds.for fhe grantlngof
awards .to those:vvhoseinventi.ons'oF;di.~cov~ries .were j¥dgie:~])O be. or otrtstanding
merit. Various studies by the Department of Oommerce'anu-ottieesnava shown
that .the tndlvtduaj tnventorIs still a proliftc.souree of Importantfnventtons and
dlscovertes which .. contribute. to, the .overall .welfure. we.. belie.ye:that· the recog
nitton and rewards .asiSo.e,iate(lW,~than a.,,'arcl~'pr-ogram 'would serve .to stunujate
creativity to the 'benefit of our national securtty and our society, andear,ne:stly
reconuneud ,th~t this, provision,; of:~t, .. :TS~.:be, inc;luqe,rJ",iu.any ... oV~~·all. patent
legislation.;... , . ' ,',,' ',: ,', i.-;".'·, ,," ..'

$.1047 'CWilliaulsbill); Ilke section Rof:~.,789,would substa,ntially strengtllen
,the .postcton of-the: inyentoI"'pa;te:~t:,h,()id:eF inth.at .. 'l:t~; ~ndior'hiS' .li~ensee~woil'~tl
not find his patents infringed as a matter of normal rouune 'by 'suppliers ,to't,he:
Government. 'I'he ,proyisioll:s.qf ,S. ,1047, whtch allows for unlicensed manu
facture upon cept~fi9a"t~q:gJ)Y'1itheis,eer. - 'r;:y of Defense, we:f'e,el,would,aP:Y~8,te

the likeli-hood 'Of ulll'~as9;p,aql~;a,11eg ',~{)n,l?,,,,"nddemandslby .pwtentl:toldel's.. ,-~e

believe that the Government pi ·:t4I;'lVn~te<l;.8ta:teshaaan.ethical.und moraj ra
sponsbbtljty .. to deal-fafrly andhon .t~y with. 'all its :citi~¢ll'S'; 3,ncJ_A:;h$t it should
take",the leadership ill :respecqng"," :~,:.r:lg:llts.~m:pI~-eIt:i~,the:.va,tent,.grant.....Fnr
these reasons );Ve;rv~goro1J"sly,urg,~'t .;at,.;tpJ~;.-I'?!1b:staIlc~ {}f, S":l():~t:'7, 'beAnC'ol'1Jor~Jed
in, any for:thcoming"patent legis'1a!tiQn. .;:. .-: '.:'. '-"i" ,..",; '> ;".'

,The American..·Soc,i,ety,..of, Jlly,.\mt-Qrs alWr:~iates:the, :eo~'~tth~e'.;;,. :.cqlll'tesy ..iIi
allowing" it to· submit· -these \cp.m'll1ellts:;aIl,~re~pectfllny;~reql1e~tl3. thilt: Jhis,stater
ment is 'placed in the record ,of the hearings. '< ,

,··,~Very trl1lYYQurs,
',·<u :,':,:,:,,,,:; /<'. .'..,:E!.,~.,~ICHO_LS1'>'"

Legislative Oommittee, Americian Society at Iniento',,·s.
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E. BURKE WILFORD, President.

.A.:MEBiOA*~~9()iE,TY'OF INVENTORS,
•. .' ..... '.... . W~itefie!d, N.H"July16, 1965.

DEAR"M:R.,Bl~ENNAN': SupplemeIlting,the _sdltem~llrt,_Of ~uly9sent inbY::-Mr.
E. BvNlchola torour .leglalattve 'committee, I am encioetnga proposed "Oode ot
Crea'tivity" for use by;,the Government agencies dealing with inventions. 'May
I suggest ;that thi,s be included in the ,traJ1script of the hearings following Mr.
Nichol,S'statement, also;'1Jh~rthOu:ghtftin thi.s)~tt;e,r.

Our society'would like to make- a, fur~er suggestion that hearings beheld on
the problema or.toeInventor and creaetvesctecctst in dealing wlth bheGovem
ment. These-problems are more imp,orta,llttthan the problems of patents equbtiee
,betweenindustry,:andGoverrunelllt~;i -,', "";,,: ",,,- ..': ",c,;. -Lr. .:

'Thanking you for your cooperation in thi's matter, and tlle" ~clo,sed cpde *1'11
do much to tciprove the creativity and.economic welfare or all concerned. '

R~spe{;bfullY' aubinibted.

CoDE,FOR. OIiE-ATIVITY, ,'FOR__ GOVERNME~,T ", ,AGE:N:CIES

This code for creativity, designed primflrilY,to,giye\iri~entd~siridot~er'c~'e~tiV'e
scienttete :Improved OPP,ortunit:V.l;}nci incen,tive,', Wt11 alsopromo'te progress in
Gover IlIl1ent and industry., , Economic grow:th' .aJ?:d national defense will both
benefitby revision .of policies and ,Ill~thOdS for the purpose of encouraging creative
workers and eliirri.natingneedless barrierSln~heirPlltll,s:

1. The, Gove'rIl¥ient and Industry c~n enc01lrag~,econ.onilc·growth"hy early
recognition of inspirational ideas in 'the pioneeringsta~~'s,:o,~'development.

2. .Analysis and recognition of the idea should in,clll~e~9at'is' advantageous.ae
well as thatwhich is not worked out and' requires exploratory development.
Direction of inventive thought into therightchannels is' very important.
: 3. The creatoror inventorshouldbe given a letterof status fromthe Governw

meac oe development gronpaQout possibilitiesof production, so that he can
develop solutions quicJI1Y,'and blIild~,teaIn orsmal~organization. He should also
not think too highlY of Ilis Idea a;i:ici ,w:or,~pr~ctic~lly:~"" .' ' ''''

4.A porqonof,the,expenses ofe:veryIt.,'~p.':coritractorstudY, should' be used
to have the inventor\Vor:kingwitil the,<levelopm~nt'.>Ifthis is 'impossible, due to
distance or persorialbtles, ,the cr~ativ~rpin<l. sho~ld'make periodic visits to the
development as ~.',workingcoIl,sult,ap.t;,.Much leadtime is wasted by having the
larger g17ouptIia,ny, deyelopment .d~~licate the "W.ol'kalrea~'ydonebyttie inventor
and. in. some cases ,the, develoPlllent 'is .spoiled. by',Government in-house develop-
ment or a too lorig-hafred approach. " " .... '

"'., 5. If an itiea ~s,w()rtl1Y o~ development, the,inv~ntor should be told when', 'how
.~lich, and at "Wh~tp9Wthecan.expectlilolley'froIn the 'R&'D. contractor a
,royalty. on a test quallt,ity.Waste9:rlea,d~imeshouldbe avoided in every stage
.ofdeyel,oPIl1~t." "''':'''' ."" .':,:C"" '."',.:",:,,'

6. Big andsmallIndustry w:Orlr,ing fo'rthe' (jPV~rnInellt'!llU~t:bemorereceptive
to the use ofout~ide designs 'and .syste~s': "Which are 'of' a proprietary I!:ature,'and
the status of the creative mind should be 'recognlzedwhen the development for
PJ:'°<luctit:mstarts., " ','" ' .'.' ,: .... '. ,"

'7. 'The patent and legal profession" should' see 'to' if that 'an' patentend- pro
pl;"ietary data. recelve proper a'Yar~ ':"throug~ .adn1i:p.istrative settlements; -and
,'9oIlgress should provide .aspecil:tl:~uri,d:o~t.Of whtelr DOD cari act qutclrly in these
'Il1atters .. Bureaucracy should 'treat' theInventor "With'm(lre personal attention,
Wsppp.sibility"all~tspeed~, ,,:,",' ""'. ..". . ',:. ' .'. :

~" '8.',Nppatenrh~gitimatelt ~ss,ued,anfi,' pot· a,ssi~lle~,'s,h6,lild"beattaek~d,by the
G;overnment lawy~rsonit'bit~,is of illva1i(]ity,,', If'assi~ed, the' inv~ntor per
'sonaUy shO,Uld sllare in the award andother s:oilltions forbldeks to inventions and
aderua te r~'~9gnitio,ri.'~f,th~inventors ,and'creattve 'scientist's;

:9. Nearly :e"e;rY.cO,llutry 'In-the 'wo:rlll has" aID:0re 'generous policy of pay' for
"patents bea,ring 'on.tl1e;nat1oJiald~e:nse';,-an(l:rilany.countrtes have awards systems
where' the'civilian" and: military' personneja's well as ·the' outstanding inventors
and ,scientists, :rec:eive reasonable:8U;JllS, of ril(jrieY'pJ,t6mpeiis'ate' them: for their
contributions, be;v:ond, the,CaJl'(jf',llutS'::', ~he-:U:S; Department iof Defense' has
fecommendedthat the' COIlgress'pass;all;awards:l)tp 'patterned; 'after the .Brttish
system. , -ru-r ',,, ,,"

10. 'I'he Government should not hold any patents ror.coneraceors or-Govern
.ment employees' except when they pay for the background work. Nonexclusive

, ',--"",', ",- ',) . "" '" ',' ' '." ' " , , ,,'. " ' , "
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A1fERICt..\'N' 'S'06I~TY' 'FoR" 'PEi:AnM'A:cotOOY
AND E)XP.JFRHJ:FfNTAL Tl:iERI!.PEu'T~9,~,'·· INC.,

I:hilacdelphia.;,.Pq ..;; AUf!,#st' '~O! .. 1$65;

liee:r:lse&sp.:fti~e:and}ncep~iv~, t,Q ,d,ey~l(}l)-giviJ,ian;:~_s;es i,~,D:e_~ded to,i:fll.'lpire creatiyit:v
for,ecim()mic"growth.:,:','::::._,. -,'<-,;' :,,'" -,',:;;::- ",'

More; ltberal ways: o~de~Jiilg _:W:i~)lrventoi~ ',a~d _cr~a,~ive ;sf4entists will b~:
forthcoming by Government 'and 'industry through realistic code of creativity for.
R. & D., staffs.of the Q:ov~l"nmeIl.t.;Th~s, will graduaMy, ,,~lluse )ndus.try- to revise'
their thoughtless W:lYs of treating PlyentOJ:s and b;ring;better -3:w.a,rds, and royalty
without; so,much legal: delays,a,ll(1 ;cos41~,;; Crea,ti:v;itywgl<10mor.€l than any ~actor
in, raising, the percentage ,of .~onomfc growth .and is.the best counter force to'parklnson"sOillws.'" ,.' "".',0-' .,,,"~,--.", ':" .• '."". ',"" .. '"

Hen. JO:a:N:D; A{CCLELJ:,AN,
0llJa41"nl.an,$ub.o0tnmiUee 01t pate~t~"Tratlemark,8, and()op,:yrig~t8"Oornmi,tteeon

theJu~ichary, U.~,.Sertate"W,.a,81f,ifl;gtqn,IJ.O~ '-:".,' "","., '>;'
DEARSEN'A'l'OR ):I9CJ;.ELLAN:'Tlle American, Soci~ty,f()r.Pharmecologr and' EX~!

perlmentat-Il'herapeutlcs Is. .gravely concerned over :the;;,eft:ects;, which, pending
legislation, in particular K1809,:lI!-aY,hav;e, on-research-programs or university
and other Ieboratorfee which, are.eupported jointly by. ,pot4; .govemmental and,
nongovernmental funds;" It ts.reared tbatunlesa the.ecuttrea.or all parties are'
properly.recogntaed.. the tradtuionat.cctlaboratton .of: governmental, .academte, and
industrial, organizations ,', in -' research and, development-may be"jeopardized, and
progress for the benefltof thepubltc.thereby.atifled. Accordingly,- at the business;
meeting of our membership which was held at tneDutversttv of PennsylvanlaIn
Philadelphia on, August 19,1005,·as a part, of.ourfaU meeting, the ,following
resolution-was-passed which I was instructed- to.teanamttto you.;

"The .rree enterprise .system,' the .eource of, many:benefits to the, .publtc health;'
is based in part-oil .the. concepts: or-patent, rights andofl.the.exelusfve control: ot.
an, invention for a-Iimlted-perlodc; Legislation "defining.the .asstgnment of .dnven-.
tiona made in "laboratories .andby scientists, enjoying' suppor-t-from public funds;
should.epreserve Wisely: the ,principleof·patent protection; The rights or the
public'. to' .beneflt fully from the ·fruits! of, publtc.rresearch .must .be' maintained
without: destroying the 'basis, of. collaboration .between goverumentau-Induetrtat..
academtca.foundatfon, and other: laboratories, .on .which: .scientific developenents.
depend." .',..:..,... ; c·',;

We should like to submit this resolution for the'offleialrecord.:
, iThank ..'you.

rRespeetfully,
,GEORGEB. KOELLEjPh; D:;;'lV~;D.;

President.-

Aui01vrOB,I~E MAk~~<Yr~sA~so.o4Tr()N, INC.".
, pe.~roit,Mi(jli;~,June1J,., 1965.

SeniltorJoHNL.;MoCLlbI.J;.AI'·Ti", ':"; 'I, ,:,;-,: .,",;. ,.;«. ':
Ohairman, Subcommitte,e 9n :fat~n,t8, ;,!,rAr};~ar~8'flIndJJQ'PY1"igM~,
Oommj,t.teeon th,eJudiciwrv,
U.S. SenCl:te,·Washingt®, D.:O.; .: ':'1

DEAR ,SENATOR MCCLELLAN:"The' .Patent Oommtttea.of-the. Automoone Manu-.
facturers 'Association, -' Inc.oappreciatea this opporeunttyc.to ; express .its .views.
with .regard to -the SaltonstaU bill. S. ·7$9, the, McClellan, bill,! S., 1809" .nnd the.
Long -btll,S. 1899,all of which relate to Government.patent poldey.,

:Aftercarefut study: ():l; teach-of .these Ieglslatlve-proposals, the 'members of the
committee voted .to endcrse.your, 'hill~S ...;1809i'W·.prefer.ence to S.:'789;as·re.pre.sent~,

tngrthe- most -reasonable approach. to: .a .solutlon., to ,t-he.pl,"obleJP,:,of' determining
proper-ty.zrtghts. as between .the. Govemmenc. and its contractors' -tn .Inventlona
made. ehrough.. the-expenditure o:f!:!pubHc -ruuds.• ".The! committee strongly ·.op,,:,
posed S.1899. ..• •. ..... ... .....,.

In endorsing S. 1809, .the commtteee. requested that, serio-us..eonstderatlon .be
given to the following.suggestlons. -for: amendmentof the·,bil.l,wmc:h they. believe
will-benefit both Government anli,in<iustry~., .:

In section 3(a), to 'be consistent with the aforementioned,<iefini-tions,it .ap
pears that. the .word. "person" .~~\:1ine: l:6.shoUld ... read, .~·'contractor'~.,.. '.;l'he .Iatter
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tehIl',asitJs'detiHed ih:~ecti6n :2Cd) "ili~iui1€!s'" tnerormer 'and#uike~ t~e: language
cQnsist;~nt.wi,tlJ."tfe, ,n.eyyl! adcied "pr():vi.sion of,S;e<,;t~o,n ..ao» <:?') '"\Vhich:'as8ures'. a
jleenso t9 .tb_e 'c;oiltraet6r -iuany 'event 'and 'represe'lltS an important eonsidera-
tii:ln.:, ,- _'" _.:: ,:' ".:: ';-',. ',,',',', .:,' .',,;, '.',,'."'__ ",' ',' ',',
:AS,Y9~ ,are.: ,li,W~l'e;'A,i:ti,ef~can, indus~~_ a,S a,'Yho1e, 'lias' 'not iooked.;With'favor

ol~c,oWPulf3:0rY)ic:_~ns~ng:"S).lCll'~s is' :c()llte'riiptatel1l,ln~ersection 3(h) .(5). ,This
Pt6v~s;i_oli:,C?ouICl,be'~endered,s0lllewh3J~;tnore,palatfLbleby .the insertion in, item
(a) thereof ofa minimum time tritervaf foUowihg the issunnc~ of _the,pl:l~ent
such as 5 years, during which the patent o-wner could develop the invention
to the point of practical application. 'Tliis follows the existing phtlosophy
of the NASA,:pateIl~:",aiver,fegulati{)nS(title}4, pt. 1245, subpt, 1, Code of
Fec1eral,R~gul:;itiolls).,>, ,,',,' ":,': <>, ; .:

The.,prt?~isi~,m,~:,of section 3(J))f8}:f,0rforfeiture of any rights where the con
tractor was found- to' have- knowingly wtthhelda pr-ompt a l1<:l".fulldisclostlre
are indefillite anli:', .s,usseptible , of -. rnisconstructjon, , The, terms ,"P;f0:J.ll:Pt", and
full" are- \ subjective in the context used', siIl,c'('('ideas and'innovationsltre, in
tangible and Il()t"read,i~y, identified' as' 'to time Of conception; , 'Buch time varies
d~J>~ndi~g'uPtmw1i~ther,t1iehareidell',or' the practical -embodlment of '"the idea
is ,re:~erre~ to for,de0rminaUon. SiIIl~larlY" 1:lie re<luirement'~ota'fulldescrip
ti0ll makes such,~eqUi'~~mentdependent011 -how,far the mea 'has been 'carried
topracticalein~od~:J.ll,ent:, It'should'~e','noted 'in "thta regard ,"that , t~e -term
"disclo~t~r~'" ,has- ~eeli; defined,' iu',se,ction2 ,,'to':c(JIV~r a complete' -descriptton.tbt
being understood thatthis,'m~}1ns,:~u'ch; descriptio'n,'t(),. the '~xten-t,"available. so
that ,the,ec:mtractor·does 'not have to'~o'{mt,onhis'own tocomplete tnedeectfp
UOH,','Acsordingly~:it is urgedrhat:theCr~ference',to~"promptaIid full" be-deleted
from liiie4andfhjm lines 12'and'13. '

As' 'regards the' "term ,"knowinglY""" this'"ShouTd':' 'be" clarified' to -cover.rintent
to, l:lvoid :9lliPlia:n:ce ,'>yi,th 'contract' l.'et{uirementfh';' tn the performance, .of f any
R,; &':n:,coritract,i .the contractor- 'must ~lways-niakea judgment 'as' towhetlrer
an' invention is: reportable-under thecorrtractrandawhen he does so-In good-faith
on:aniiilfoymed-basis, "he iSdoing.~so'kD:o\vinglY;,·A(.'c(jrdingly,··it· is urged -that
lirle 12 be'amended-to insert"and in, 'bad 'fiiith".after'"kn owdngly".

:'Sec:ti'on'!;3-(-b) (9)' would -be -more.iproperly t rewr-ltten ,'as .a .separatecsection
In-the 'btllvslnce 'itfwould' -baunusual: to', require .contraot Ianguage.dnterprettng
tl'ie::'lang'ua:ge "':Of othetact; 'ItiiS"'also iurgedsfthat: the' language' be' clarlfled-. to.
assert: a' 'positive .prohlbltlotr.against ,d'eprtvi,ng: the' owner of, background patent
rights without compensation. ,The taking of such rights- without compensation',
is considered to be iriequitable,:andcolltrary,tmbasic legalprtnctples,

In section 4(a) (2), we again direct your attention to the practical Impossfbdl
ity to define or limit the application of the provision especially as it concerns
the term t'publtc welfare.' It .would ,be:' preferable tosubstltute for "welfare or
sa~etY"',the,'phrase "safety or security and the inventions likely to result would
be useful directly in such fields."

Since. the fi,nftl paragraph o~.s~ction '!(a) in lines 18 to 22 inclusive on page
7 of. p.le·bill:parap,hrase~ '~ectioh"1 (a)' (4) (ii} of' the Presidential memorandum
and statement of 'policy' Issued October 10. 1963, there appears to be no reason
for omitting the. lldditional .1Jr()yisi?n, of, ". thatvpolicy, ,'l'his' can' readily 'be
achieved by the Insertion-or the following in line 22 'of the bill:

"Greaterrights may also be acquired by the contractor-after the- invention-has
been identified, wherethe invention when n~ade In-the course of or under' the
contract Is.not.a 'primary obfecf ;of' the contractiiJ;i-1'ovtded',the acquisitton.ofsuch
greater rights is consistent with,theintentof'this.-',secti0ll 4(a) -and- is a neces
sary inceniveto callfortl1private risk capital and expenseto.bring the' invention
to the point of practical application."

In section: 4 (b')" 'lihe~ 7 thtough'l1 '()liPB:g€!''8~ofthebill; the head: cr the execu
Ute agency InvolvedIs given -the right to take title toanvtnvenuon made even,
though-the Inventiondoes not come within the scope of whatever standardsfor
taking title have-been set up insection,4{a) upon a finding that "the: public
Interest would 'suffer" if 'the- contractor gottdtle. Such a 'proviso 'is' totally with
out reason and is c0!1sidered,to be entireIY,~mproper and unfair. Under: such
conditioris,··.a poten'tlal 'contractor .would' .1l~,ve ·absolutelY.llo basis for believing
that he would' under any circumstances' be' entitled to, o,v.~~eJ:ship of.'an .invention
made under a contrllct... Personalities ahd"politics:would,'have full reign under
such alegislativeqevi?~.'. " .'. ' . ' .." ,',',

The comrnittee recommends that lines 7 through l1'on.'page8 in section 4(b)
be deleted without substitution. This revision \vould also require that the
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referenc~'.io s,ecti~~ .4Kb)' indne i.4,~n:page.9und~r:.s~ctiOll',Ii(a,)d), should m«-
wise b-e,:$trickell.'" ,,',-,,'.i"c' .n, ,,':

':['0,ipl?lJ-re.th:.l,tany.patent,applic.:.l,Uo:u:fi1ed,bzan-agency-lread-may. be, properly
identified, it should be filed in the, nameofthe.inventer.or dnventors. This neces
s!tate,g,the" insertion of the, p]:ll.'ase:~:'in-the name, of, the inventor" or inventors", in
seeti,'on 7, atHue 21, page 13,. af,te,r !;'jllvention~', .and dn-seetlon. 8(a) at-Ilne ,18,
page. 11-, after "application."::,; ":C,>:::';,.>,: ,j

.It Is further recommended that the last two aentenceem.secnon.afu) begin
ning ',iuJine' 23: on ,', page' -l,4,and"l!H, of', section ,,8(b"},, be .deleted in -thelr entirety"
It has ever been-the philQ,sQphY,of: Government' .aince -thereport and: recommen
dations: ()f"the Att():rney:,G,e:nel'al',to.thaPresldent by" Attorney. General, 'I'om..C.
Clar'I{-in ,1947 .that, the: publle, interest, would best-be. ,served.;by:opening'Gov~:.
ernment-owned il)yentions, to, the :general public and that ltcensing of such tnven
tions. fora royalty ,il; riot: on.ly,diffic:ult.and .nkelvto.be Inequltable.Lut .would
necessitatedetecting and -prosectrtlng.Infringers.. ',' ,;

To, thg,: end, that, this bill would comply" with the foregoing •..recommendations
of the Attorney General, section 8(b) should be changed by the enttredetetton
of Ita-present text in ltnes 3, to 11,Qn,.page 15and,substituting ,!~.Everycitizen'of
the .Untted States shall. .have arree right .to .practice .the ...invennon .covered-by..
allY patent to which the U;S. G.Qverll,lllent acqutree tftle.".

The .members of the AlVIA Patenu Oommittee .destre .tocommend -your. efforts
In.presentdng the bill". S. ,.180Q; -and.speclflcallyoppose. the, Long .bdll, 8.1899;;

-Respectfully eubmitted.

STATEMENT BY .ANDREW J. BIE?>iIILER,.,PIREWOR, DEPARTMENT OF LEGISLATION,
A)!ERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS

Mr.Chairma-n, my name is 'Andrew J. Biemrller. I alD, dtrector-or .the.Depa.rt
ment .of I..egtslation of. the. Amel~icaIlFederationof_Lapor,alld.Con~rgss, of Indus
trial Organizations. I appreciate; t1J,ls,()pp.o,rt\ll1ity:,'f()"8~,tJo~tl.l"OUI'position on
legislation to.cla~ifythe patentpoltcfes of the U.S. Government;

?,he, rasie pl'inciplewhtch·. is. th~~o:un~·atio.n 'oCth~: Alf~IO',cO'llcerIl'~itIi' the
Pflten~'p()li,cies'of theFelle:ral·(}~;ye~'.n.m'el1t'is· that"allpatenj;g :d~velcped:with

PUQI~cfundsshould:beiIithepl;l:bVcdpniain''- . ".' .,., , •.' . " '
At present, this' general prlW~i~I,e>is ~ollowedby'most'~deral agenci,es-. Wit~·

the major. exceptions 'of .Peparflllent of pef,eI:tse contracts, .a'nd.~,l,\ti()na:l',:Aero~
nautdcs 'and Sp-ace.Agenc;v~ontracts,. an;y patent :issued,:Ol:t"inveiltions ril.ap:~, by
a','I;9:n,~:ractor with .aF~de,ra}: ,'ff.ge,ri~;Y'is'i'ssuett to" the V-~§; '.G:,OVel"l1nlent:,'l'l1e',~()n
tractor, receives a -nonexclusfve," royaltywfn~e' license, -and the paten{is,.-3:Yfli,lable'
for use by other firmsthrough cross-licensing procedures. ,.' '., , '

Federal Government expenditures ill res__earch and l:ievE)lorirlent_ha~f!i1'senover
the past 10 years from about $3 billion to $15 billion, This'outlaY:,iEl,llotlikeiy,to
get any smaller in the foreseeable future and, indeed, is 'likelY"td,"rI_se' still
further. The Department of Defense is now spending R. & D. morieyat tfie rate
of. about $77'2' 'billion, u, .. year, ,_alld,NASA.al,olle .. b,ands,ou,tsgme $4 billion to $5
billion a year in R..&D. funds. . ' " ','

The Federal Government spends at least two-thirds of the Nation's R. & D.
money, and about 60 percent of these public funds go to lOgi3:llt private corpora
tions. The U:8.· Government has made an enormous investment- in, research and
development in defense and nondefense activities;

Invention has become big business. The·lon~l-:v iilventoY:ill',his()wnprivate
workshop is the exception, today. Seventy percent-of all' patents are Issued-to
corporations;

Clearly there is a.blg-public.Interest In the spending of pu?lic fund~which bring
profits and progress toprlvate business. .'Furthermore; there:is.'a serious danger'
that. public funds will subs-idize private. monopoly. This will occur if the giant
corporations hold excluelveipatents on Tederally subsidized' inventions. We
oppose the use of publlc-money to strengthen private monopoly.

In 1947, Supreme Court Justice Tom Clark,thenAttorney General of the United
States issued a report containing this statement on the issue before this com-mfttee:' ,.., ,..... .... ,

:"When patentable inventions are-made in the course of performing a Govern
ment-flnanced contract for research and development, the publlc. interest re-
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quires that all right~ to. such Inventions be assigne~ to-the Government and not
left to' the' private" ownership 'of- the,' contractoiviPtiblfc control' will assure ~ree"

and equal availability of the inventions to .A;mericanindustry and-sclenee; 'Win
eliminate~y .compettttve 'advantage' -to the' contractor 'chosen -to perrorm the re
search worlt;,' will, avoid',-undue' conceutratioIl 'of, economic :power 'in the hand'S
o~' r! few-large corporations! .wtll.tend.to Increase and diversifY'availablel'ese~rch
facilities within .the United, States-to .the'radvantageiof the Government ap:d',:of
the nati0D:al economrt and will thus strengthen, our American system 'of-free,
competitive-enterprise;" , , ' ", ,.'" ' ' '." :. -

-We agree'with,this,'view;,and we urge-this sUbc()DlmiUee'andthis,'OongreSi:;to:
take the same enlightened' view of the public,interes,tiJ:ipatimt policy. " ",.', ,', "

we 'see -ajiastc inconsistency,jIl', efforts: of gi,ant, 'co~p0J:ations in' ,'support' :()f
B'ederal tpatent legislation'. that: would make it "difiicult, if;,not,:impossible" fol', a
Federal agency to establish 'Federal 'OwnershiiJ'offederallysubsidized inve~tions.

These 'corporations 'are asking!,fora'privilege"which'most do not grant to their
own employees. Individual Inventorsemplcyed' by "sucln-ccrporatdons d<)':t;l9t
aequlrepatent rtghts'to-thetr Inventions. ',': The patent rights pass to the employing
corporation.' '" " . '. '." " , ' ""we donotbrlng to thi~ subcommittee detailed expertise in the complex-fleld cif
patent law 'and' regulation. "',Butwe are 'convinced thllt :any, fair, and reasonable
view of the public interest will 'suggest' that, all patents developed by 'priv.ate
business 'with Federal' funds: should; be turned 'over into the public :, dolXLain.

With -thlsgeneral 'principle in; mind; .we endorse 'S~"1899" sponsored 'by Senator
Long of Louisiana. Senator Long's bill would accomplish the objective we seek
in Federalpatent policy,' 'arid we urge this subcommittee to approve S. 1899.

Mr.v'Ohatrman, I'appreciate this opportunity to present the views of the
AFL-OIO.

"Thank you.

BmCHBAYH.

u.s; SENATE,
. June 7, 1965,

[From' 'the 'Co'ngres81onai' Re'~Oi'd;; illne',3;'~9'6~]

Br.oon TEST"KiT' FOR PHENYLKETONURIA>· (PKU)

HOIl'·'JO~~"L.)\{(j(jI¥:Ii,:A,~;" .. ,.C' ,,' ", ",.",,', '." "" :',> , ",
Ohairman,BubcOJnrnittee, on Patentsj, ,T,,;ad/J1narks,,' and Oopyrights, Oommittee

on th-e JUaioiwr1J"r;"~.?enate,W.as~ington,.n..O~"<,,. . ..... ,: '
,DEAR JOHN::1 ,uriderstand.:that, .at'y()ur .recenu heartngs ou. patent practices .' a

statement, was Introduced.Into ~herecordofthe subcommittee which .dealt with
the pricing practices of the Ames 00., ~ subsi<liary of Miles Laboratories, .Inc."of
Elkhart, .Ind In:thi~ .statement the.A.nies Go.•hadbeencrttlcized for the price
charged ,for: a test,kIt,developed toteet for pheNylketonuria. "..: .'

I f()lllld 'tll;at there:wereseveral.errorscontained :iiltliat statement when tewas
originally made onthe noor on JuneB, 1965, and Lmade a statement on the floor
of the, .Senate.whlehattempted to set the record. straight as, far as Ames' pricing
was concerned. " '", :'<"""''':',' ";':' ·,,'::-,,'.i':';"">:',>.,:: .... .... '.,

I,a.sl!that,m~r statement, n, c()py;of,whlch is at:ta(lheq; .be included in the-record
o~ .your,subcoriJ.mi~tee,atan apP:ropriate place. .

:;With bes't,regard,s. '
" Silic~re:lYj

Mr.,BA-YH.';'Mr.:.'P~~~i~.~nt,rec'~htly" onthe.:fl~or. ::of:b~~'s~nat~', .·reference .was
made to the development of a blood-teat; kit for,ph:enyJketonuria~known,by,some
of. us' who.arelees astlculate and. knowledgeabledn the field-of medlcaliscience
as; PKU~which:hasbelOln manketed. by -Ames Oo.,:ft..subsidiary' of"Miles·Labora~
tortes, Inc., a well-known 80~year~old Elkhart, Ind., pharmaceutical.unanurac
turer; ''l'hh; blood test;promJsesJo .save-thouaandaof infants rromuientalire
tardatton. and, .when broadly, accepted,'wlll.be a remarkable. advance-In tmedtcine.

I.s4011ld hav~.prefa:ced.rny'remarks,-.when,Lreferredto those of UKwho are less
knowledgeable-In the fleld.of medlcalsclence, by excluding the present. Presiding
Officer, the Senator from New.York (Mr;KennedY)"beca,use I .know .of his .long
interest in the field of mental retardation and mental health.

',l'his: test method. was conceived by. Dr. .Robent: Guthrte; of: Buffalo, N.T. In
performing the test a drop of the infant's blood is used to determine if the child
is.effllcted.wlth :PKU. 'If .undetected .and .untreated; .braln 'damage, occurs .wlth
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sub'sequeD.tri:t~rit~i· retardation ;"ho#e~e:~, -e'~rJi':dfteJtion-~~rid:- iu-edic~ihr :~~p~~w
vise4dietary, V,eatmeIlt;, prevent, severe, )llel1ta~::re~;~r~a:tipIl;.W .::t;l;tQ\3F J?~eIl:ylke·
tonuric inflll}~s.:" Such _; testproceAllre~, :1101d, :for,th,;a:.,promiE;e: :Qf,}lQr,m~l, '.liappy
lives. _ ','_,' _,'_,< '_"':'" '.'_' < :.>;,,', ',', ,."'. :.:.,': ',': --- .. , '

The Ames:'Co",ulll;lertook: the _dev~.lQPn'l.ent;of I.tlle, .q.uthJ:i,etes~ ,meth0cl,.u:q(i :p.~s
il1arketedat~chnical1yrefine_clpro4uqt. - "0,,':,> >,/. "".; _:' '. ',,",>'

The discussion-on the, -Senate floor was based .on'certain da,hl.' supplied by _the
Public Health' Service and the ql1ildl~eIl's;'Bureall; or tile _D~partnie:r:':tof.,F(~alth,
]}ducation"and:Welfare.: ;" 'J'he:re\ye~e" ,certain, iJ.lacGlll·acie~,in "this,: 4ata: which
should be corrected fer Jhe record.. " ',,,:. " ,:"," "" "':',: " .. ',. ..

.J:(),' set .forth ,~l1e,,ge:n~ral,position,of~.:\.m~s" ,I,would, like. fit" ~'hi!3, point ,t,oquote
-fr'o¥! a, letter .to.the ..sh3::rehpl<iers, signed,bY.,Wa-lter: A,..Oo~pto:ll': ~1.D:, _,pre,sident
ofMilesLabo'ratories,Inc;:", "" ,,' '".:' _,;':" ,,', ,',',',' '

"Our Ames oo-ues been. involved in :p~U,res~arch,Nr •• llearly" 10 year's. ,;', ,In
195,8 it:pi()neered.JndeY€lloping and, bringi'Ilg"to ;~3,r,ke,t: l:l, urtne Jestto,dete9t
this condition, and has in intervening'years very materially increased kn9.wlee;tge
and attention. to this; preventable.mental. dlseaae. th,r(),ughj)ut; the.'Y0r1d., :While
not an Important. product in. terms of eaies ,volume,.',tp.is,test" has, ,p,erf,o:rrn~d a
E;igIlHican~ role in medicine .stnca, ~f ,usedl·out,i,n,ely, it: SO;Ul,d, .Iead to thesubetan

-ttal tmprovement, perhaps .even ;,vjrtual, eltmlnatlen, .()f,p,~1!,as'.o.n,e,.ot,~e causes
.0f,m1:ln~alI'etal'datio:n. .,-",J", ;~ :;':""':i, "':i.,', ,t,,:' :,;,.' ':,,:-,' ;-," ,,';, ",,':::

"It was because of Ames' reputation Infhia field that a Dr ..~obe:rt:;G:uth:rie
, brought his test concept, to "us.,;, Tllis:test Isdoneon blood. and; .'alth011gh, much

more difficutt. ancl. expensive. to perform, it may .. ha:ve,th.e,ali v~iltltge .of' d~tee,tillg
.I;t:KfJ, .a few (lays .earner ,tllan jcan u: urfne: test, < .Ames.agfeed.tj),mauu:f.acture
and market. ateat- based pn,t.h~:qu~lJ.ri,e:concept- and; began to. <10. so' .tntbe .fa,ll,.of
1963. This: proved. to:,be ql.li,t~ 'an. ullder~akirig 'because ll,..great ',4ea1,of .research
time was spent in .. r~fiH~llg the test to, meet, essential ... .atandards. of .qualitS:': ,a,nd
uniformity. .'I'en. substantial techriictilalteratiops. and." inmrovements, .were .re~
quired before in our judgment the test cou~d,:,b,e;said:, tq:}J1:l i~uflieie.Ilt1y. relial>le
for, generalu~e.. Moreover,'~a,,~vv production facility' :4a.s,bEl.ep.: bui#.a~li equipped
to,manufacture the. test properly because o~,special. requirements Inherent. In.tjra
product. ,;After.tpis, an iJlteIl~iye ~cll1cational.camp~igJlwas n~,ces's,arYJoj'get the
ne:v product brought to t~e attentij)Il:,of, l1e~~th a:ut1;L,or,i~ie~:l1;n~jn;t~L~~ini~a,r:,:U$e;
thlswas a.coetly undertaldng, . .'. "'.' :', ,<:'"",•. " ',.'~

"Ames has never had .any monopoly position .In the .merket.r, there-are, eeverat
.uompetlng .products. .tha t :W~· bow, ot:..., N"OJ; .has Ames. e'f~.fl,pjJ~o.a·ched:recove~y
of its investment. in. making this product'~:vailable~:,;;TIle: ilevv. product. :W,as,()rig
inally scaled from our estimates to.beecld at'l;lp'~ice resu.lting,in:42.cent~;p'e:rtest.
After SOme 5 months. of manufacturing and,mark~,tillg.experlence, this'was: re
duced to. the.present level of approx,imately, 21 cents;. :,At.this price"if it Were pos~
sible for every child born in the United States eacllY.eil.r.to be;t~te:d, this"w.ould
amou.nttoabout $850,000. ,Yet,it has been estimated tliat eady detection and the
avoidance o:l:institutional care would save, the taxpayers $20 Illillio-n ,when sIJ-r,ead
over the lifetiIlle of tlJ.e, PKU victims bOFn each year,. ~his is qUi~e'apurt,fl·olll the
human misery which woulcibe preventeci.,· .. .." '. ,:"'" ..

"In sumlllary we believe that your company has acted ,in the pupUcinterest'by
developing, manufacturing, .and.bringing into use ..reliable .tests'I)r'oduced 1.1nd~r
the high s,tandards .ofquality required for such prodll,cts. Actually; this test
based. 011 the Guthrie"concept, was made .availabl~ IllJ'gely as .a.public ;s~rvice,
witho~t expect~ticmof sigIlificttnt pr():fj,t,. as part of our:resp.oIl~ibi1ity,as.a lel:1d~l'

in this field of medicine. We believe it has.ma4~.,~"?,,or~4:w1iile.,coIl.tJ;ih\ltion.
Much more could ,he.sai~aQout .the .inaecura.te ,infer~l1cefl.!which.• llave been,drawn
iQ,thepress ,in.this'matt~l-'bHtwe helieve tile,:ab()v~,repr~se,n,( the~es~(msi;bl~.aIld
signifi~antfac'ts." ... , '" .,.' .... , ... '. ','

N (lW:. let IIle set: fO,rth f.?F,the, r~c()rd. ,th,e points, in.,sollflict,il.nq .iD,pl,ore.. c1.('!t:;til
explain thepositionofAmes.,. ' . " .',' " .. '

It has been impliel1__~l;tat, by reason of the fact that Dr. Guthfi~filed ,a patent
app,lication.covering this,.test method and thereafter, entered into a: license. agree
ment with Ames, this flctionresult~d in delaying disclosure :of the, Guthrie test
method. This is clearly erroneou,s. :Dr. Guthrie had 'discuss~dliist~stmethod
in public as early as .. July .1960 at.a· scien,tific meeting, in. Lond.0n. and, further
publication,inU~S. medical jour~alsfollowedin 1961.,.._':rhus .P;r. Guthrie',s inven~

tion wa's' not~oncealed and waS, pup.lic:k.nowledge)ilmol,'t',~ years, priorto the
April 1962· filing, of, a patent .applic'ation by· Dr.· Guthrie, and' long prior to the
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,Jull€l1962 agreement wttli AmeaCo, for the development and marketing of the
blo9\lte~t._,_;, _,',' .. ', ,';; '. .. . _." '_,. '. ,' __ '

It nasbeeu.tmjnted thattl:ieAmes ()o" or Dr. Guthrte sought to-astahlfsh
'rights 'in the 'Guthrie test method contrary to the Government's rights;

If tbiswere the case.dwould be highlyalarmed. However, the facts are to the
contrary. At alj times'Ames' Co. and Du..Guthrte and his pr-ivate sponsors recog
nized that any· agreement was subject to the a~sertion of controlling Government
rights. _The June 1962 agreement beiweeii Amee -Cc. and Dr. Guthrie was ex
pressly subject to the prior rights of the_Government.

" _ I have had an opportunity to read verbatfmthe ,contractualagreements., One
clause specifically requires that Government laws are. controlling and recognized.

Moreover, the suggestion that Ames and Dr. Guthrie were acting Independently
Of. the Government's interest 'ignores the plain fact -that-c-as trecognlsed .In the
provision that the agreement was subject to the assert~o:n'ofGovernment rfghts-s
the Surgeon Ge~eral'had the power to review and approve any lieense: agreement
an{i"to impose such additional conditions ashe believed necessary for the public
interest..", , : '-., : .. '_. ""","
,- :(A~ th~~.pointMr.Yo,u,Ilg'6f 9p.io too]rthe chair'asPresfding Offlcer.)

.Mr'13~'YH:Mr: P~,esiden:t,:' yesterday, we had, :arather Iengthy: and, .,I .felt.
"enJightelling debate 'on ,'th.e, variol1s aspects 'of our patent law, especi.aFY in the
fleld-of medlclne and health. 'I'heBurgeon-Generalhaa ·the}:)m~erof re~ie""T .. and
apP:t:0:ral ~n,d has used ~t extensively. He _lls~d, it to deny:the,application,iIithis
IJ:lr:tictg:l~c3:se.. ,.,.,' ,.,' .... _ .. :,:', . ',','.. ', r.: ',"

, " 4ltllOugh' tile, te!,m~' or. c?nditions for :::t,)~gense:were' 'never res<?lved,,~irice" no
'"lic~Ils,e' was gJ:"a:~te,d;:,"ad~rise,rs 'to: the .SurgeonGeIler'~l "had .in~i,c:lted .. that ifapy

license .agreement .were,'~pprove~;' it:,~ou~d, be,'li~ited:'~'()il,ma,ximulll. duration
of .2':y~arsand,"'Ouldeinbo.dY oth~r'specific)iriiitat~,o;rls :orc?lidi~iol1s.,' , .." . .z:

ASH·ul.~ter:S"d~ve~oped, Iii ~Iay of,1964-'the Sur,~~on,<1ep.,'eral'-'-ag~Jn within his
'aut~o-rity__~isal~'ow:ed t~€: 'grantiD;!?;.'of .any ,~orm <of ,e:x;Cllis,ive ·liC;flnse-. I~. ~horl,
it.m,es. 'haS'heVel"'1}a4 'au'e:x;clusive .',license,' 'and:, Dr.' ',Gll:th~~e has assigned..his
','Pllterit~ppliCl\l-'tioll~h'~~~.GovernmeuV ,', .....,.,. ","_, ,.':: '." " .' ."

E:veIi'tllOl1gh:.Ari:l~s~'Feceived,·no. exelusive:'i,-ightsf0l','eve:ri.'a lilnitedpe!iod; it
has :.contiri~ed,~o'serV:e'th.e:piIb1ic interest!?yll.;taking available: a fUlly developed
blo.od:t,e's~:'kit,mit'iha~ ,by extensive' 'informa,tionalefforts directed -to the "pro-
fessionsemph'asized thevalue of PKU testing. ' '.' •-. ',"".' .",' '. '

In th~s eonllectiqIl,it .llas also been suggested that t.he.blood test. kit 'originally
made" by. Dr; Guthrie .liad ·.already' been developed and .. ,tried; and that further
developmen~ "':l~ unne?essary. '.rills. is pot true.', That product was at best an
expeifrrientalproducf for field'trial u,se.onl;V,

'I'heproduct marketed-by Ames Co. is not the saniepr6dllct as produced for the
field trial. Ames. Co. has spent $93,000in r~searchanddeveloplllent on the prod
uct; and a llumber 'of Significant changes were required to be made in order to
produce ,amarlretabl.em·'oduct~

,-Vhile ,certain.ly a' .~oll,tribution, itlllust berecClgni,zedtllat t11e test product
that was bein'g'producedbyDr: Guthrie for field trial was being made under
relatively 'rudimentary conditions in a rented house and with onlylimitedfacili
tiesavailablet~him. Dr. Guthrie contacted the Ames eo. because he recognized
that the product had to be developed and brougtrt out undei- ,the direction of a
modern pharmaceutical company that had experience and broad skills and facili
ties available to it, since he knew that Ames Co. had experience in just that jdnd
of testing.. AIso,'it was demonstrated at the time that. there were defectsIn the
test,and that further development and refinement of the product was essential

'before u,se:bytllepup1ic.ing~rieral." ' ,._" "'. >.' ,.'_,_'

Products to. aid in .tfiedlagnosls ofdtsease requti'e as .hlgh an order of aseur
ance as possible that the' test results will be accurate. The danger lies, study
shows, between false positives on'the oneh,and and false negatives On the other
hand. A false positive would cause undue apprehension, ,althollgh the baby would
always be rechecked and the fact that it was~ false posttivewould be confirmed
with no harm done.; But a false .negnuve-i-tndtcaung that the disease was not
present-s-could be tragic.. This is particularly true in the case of tests for PKU
since, if undetected and untreatedc the result may and probably will be irremedi
able bralridamage.. ~hisisso since, corrective clinical treatment must be taken
as soon after, birth as possible, if the desiredre,sults. are to be Obtained.

A private company cannot dtstrlbute a-dlagnostie test product for public use
.1.1ntil all knowndefects are removed and th:ereis fln assurance of reproductibility
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'of res#tts: undeceuracv of .performance;" ,This:-:'care<:must .be 'exercised ':not':~nIY
"for reasons of integrity"but also to fulfill 'adherence,to"Gove~nment'reg~lat:lOns

and, .iovmtmmtee ,~x.posuiie,to":civil','1i~'pilities., ,:'Ames "Co. devoted conslderable
resources-and sctentfnc technology' in' order .to .develop a marketable,' product.
, Letme specify the--additi~ma~ steps taken 'bY,.Ames'.to'improve. th~~producVto

"make it' warketabletomalr,~'It, a product, of,' Integrity and, ,relIabIlIty;; and, to
show that a great d~al of' effort was, required' from thetime of 'final, testing to rthe
time of selling it over the counter to the public in general. , ', ..

First: The micro-organism B., 8ubtiUs ATOC6051 was: changed to B. sttbhlts
A'l~CC,6633;for, better etandardtsatlon, , ~hiS' was, n~cessary because' ATCC ,6633
was readily available, from 'reputable:commercial sources' while ATCC '6l!51
was not. There were available exacting control standards for. 'ATCC6633 -WhICh
were not'defined'for"the,ATOC'6051 'strain of-the.R. subtiHsused iri.the. original
kit; , " , '

Second, Theheat dried epcre suspenston dnthe.onigtnalekit was changed-to a
liquid suspension' in a sealed 'ampule. It was, necessary to ;make-this change to
secure standardizationand- to.have.arelreble .mcarrs- 'Of':~ecuring .,anexact range
of viable', spores. This. could not -be aceompllshed by. the.nrfgtnal.cnethod.of heat
drying; ,:,::- ,,' :,', .. ;>':::"'::'>-,,.,,:' -",-", ii'"

The possibility ofcontambiatioll'Strongly'existed .In "ther.orfginat-method ','as
spore' vials 'were open: to'the' 'atmosphere 'during' the" required. drying.procedure.
'I'he sealed ampule provided maximum accuracy as tosporeartdtttonto th~,._test
medium. - ~'h' '

Third.. Slnce.heat.dnylng wae'ellnrlnated.t the.total spore count-perampule was
decreased. This refinement was based:YPQn"considerable,:-Aill~s.research' 'effort
to' arr-ive "at: a ,'-definite':spore:count-'per,ampule -whtchiwould result in optimum
readabtltty.of the test. -- , ,," - '. . . ,.... ..

Founth.. Theglucos~::content-wasdecl~eased;froIill··.to:O.5:pe:rcent;':'Fhereason
,for this, change-s-although- it. appears :;to':be' 'relatively insign'ifi?ant..:....nevel'theless

.twascto tmprove thestability:of,the'/end::product,iu' terms: of 'assuring maximum
lifespan from.dateof.manufacture to date of use. '

Fifth:':Ferric:,chloride,;was. eltmlnated-th .prevent -turbldlty-In-fhe fi:r:ia'l'dis
solved.medlum.: __ This improvement againresulted-In. Increased-readabtltty of-the
test-medium; an)Ii:lp'ortantattribute:o~"suchteet.: .,. .-

SlxthfiSodtum: sulfite': as used ',in' -the 'origin:al')J:it:,was,'changed -to "sodium
sulfate -Ini-the.reflnemant .processto be m.keepfng- with the ,grcfwtl)mediulll'de
scr-ibed in the Demain studY,"Minimal Media for Quantitatiye'Studies'W"ith',Bac~

oillus Subtilis,"'an'· establtehednrererence on. ~h~"subject-'to::make, it.unifOl'lll to
other-teats which. are .conducted .throughout-fhe couutry.on-otherproducts,

Seventh;".The;·.dehYdrated,ril~dium,prO'duced at Ames' -dlrectlon 'by. an-tude
pendent' source was a definite improvement .over the-orfglnaltprocess: ..The"9,rig
inal method utilized a dry blend of ingredients which was found unsatisfaCtory
in that total drying was dtfflcult to obtain and the method called for :rt:um~rqJls

stages of,mixing and dispensing~" 'I'hts; in turn, required' a 'constant checking'of
each mixture as it was completed; ... In changing to the-dehydrated- medium, Ames
was able to achieve definite ,uniformity of component Ingredients, minimize: eon
tamtnatlon exposure, increase 'stability, and meet commercial producttourequlre
mente. This refinementalso,maclethe -test easterto perform andIessened the
possibility,ofei'rorbytheuser.:~·' .. . , ' , ., "

Eighth.· Ames' refinement process eliminated the separate vial. of dried. b-2
thienylalanln used in the original kit. Ames incorporated th,e,b-2-thi.eny~,alanin

directly into the dehydrated medium. .A: .. decrease' in concentration . of B-2
.t~ia:qaylalanin was found to be necessary to secure an optimum medium. These
changes were pointed toward. the good manufacturing objective of securing
maximum uniformity of essentlal-Ingredlents by combining three of the original
components Into one dehydrated -powder and thereafter into one container as
opposed to three separate containers originally utilized In the kit~ It makes
the'leit easier-to use and more reliable;' - --.

Ninth. An additional Improvementwas the.utiljsatlon.of five plastic trays and
covers in each of the AmesJdte.aa opposed to but one plastic tray and cover 'in
every fifth original kit. Ames found it necessary'16providea;one~tinie:use'trriy.

'I'he slngle tray and cover per .every.flfth kltas originaliy: devised 'required' 'using
the single tray for repeated testing; thus dncreaslng .eontamtnation exposure.
rcvtdccce oreucn contamination had been. observed-In the single.ts-ay.method.
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109,864
61,467
3,444

Tenth." In additfon-to.the.reflnementa set forth. above, .conslderable: ttme and
effort' were. expended-an.developlng qualtty controlprocedures and .specfflcations

"to 'insure that'-the- productnae manuraeturedrtn-Indtvtdual, batehes.jand from
batch, to .batch: would oe.aecurate.ene.etrective.tn. .testdng babies. A:few ,pf .such

.speclflcattons ,-and::procedures'are--:-,-rawmaterial.:; teatdng.. motetura controt of
"test -medtum.udentttv-conteot :procedures, mtcrobtologtcat.nssav-on. :B•. 8U1)ti~i8
<spores, .orocedures.ror ;stability .testtng-ofrbatchjflle- samples ae.a-, 12-,;2~, .and

36-month intervals .and finished product testtng procedure., "., :; ',:,' "
'Mr; Preaident.cthe developmentiand marketing of.a, .product.of the nature of

..Gutbrlenroduct. is antntncateprooess.v we .are .dealtng. With .the Itvea -or.voung
i babies; just born; anddtds Important- that: we goto the-ethrdegnee-to.protect their
healthandeafety., -

'All·or this work.on-the. inhibition, assay dnvolved eubstanttal use :of. research
personnel and considerable product development, including experimental manu

-facturing. The Ames,qua:lity 'control. methods-development group worked- out
«assay proceduresAor;phenylalanin;;'B~2thtenylalantn..and medium components;
.this has'been -expreasly, .commented' -upon.dn-Item: 10: above. "TheJilicrobiology
section.' and, .the, biostattetlcal.csectlon. .or Ames: quality, control', developed', an
evaluation method for kit performance which resulted in a consistent'. .pro
cedure rcr.idetermtnatron of, acceptability': ,of',the,: finished kit; This techno-

.doglcal uccomplfshment.was 'once-again. -In. -addttiontto-the other-qualtty control
proccdurcs.eetrortn.tn.ttem 1.0 above, .'"

The above summary refutes a charge that no further development was, neces
sary; -tc-jnarket rthe-product -commerelally . 'This':' development . effort '.' required

,'. additional effort, Investment, and-expense.'.
Mr.' President" there .nasbecnn. .considerable',amount·of:discussion. in 'com

mittee and on the floor of the Senate during the past .several "months about
«some unfortunate, practices dndulged.dn-by certadnidrug-companles. _ Indo not
condone them. ,,·I;:do~not condone-the 'charging, of exorbitant prtcea-' .emee Co.

,·has,.been:;,accused,of. chargfng-van-exorbltant ': price ··for the -product that. it
developed from the Guthrie teet method "and, -it 'has .been. 'stated "thatvauch

,product could ,be .. ,produced for ,-$6. dncludtng-all. costs, for. -a'kit. containing" 500
" tests. At·.the ,,$6,. flgure, 'the: cost ' per .test vwould cbe ,1.2:cents'per·,test.·, Dr.

Guthrie had been working under, Federal .grants .rcn. several .years .durtng -the
development-ofhfs blood: test :method..":Be"had received; Public. Health" Service
support of. more .than, '$250jO{lO: and. had .recelved f addlttonal'. outside 'private

,supportofabout'$100,000.,·::,.: 'i"Y'>' .,
In.1962 the. Ohtldren's.Bureau made-ra. .grant-fortDr...Guthrie \to' 'carry' 'out

a brcad-seale.iprogram·of.fieldrtrial'of'·this fblood -testnmethod." Durtng-rthls
"project $570;207,was . spent by: the-: Children's- .Bureau.: to', -test :'404;568 . babies
-ecroee •the . country. ;:4--' .breakdown 'of: .the -bndget ' for: this .prcject., shows', the
-.following: , . . . j.;, '; .

~/jjj~pe~ditureB o-j (JMldren's Bureau grant8~Vn-ai~"t'lJJnd8 (title,V, 'pt. 1, Social
SecurityA,ctJ for Guthrie PKUproject,ji.scal years 1962----'-64 .

-:$peda.1"proJectgrant 'to iJniversity'ofBuffalo':i,DJL(}uthrie)': ,
Staff••••c..c.cc c-_,.. --c--_.cc-_cc.-_-.--"CC"__c__c $120, 132

"Supporting services (travel, laboratory 'supplies, .epidemiologfc
surveillance, ,postage, ,;et~!):- _.,..:__,-,_ - __:-:-:-_:_-_ '-,:--,.,"":- _,.,-:- _'-__'____,_ __

~~::rit~~~~qiJ~~~~i=~====:============~~=~======~==~2=========
TotaL-- -.-•••·.c-_-_-_c__--:,-'c_"c-:-c,-.....".c-c----""_" ~94, 907

OOf;tof P,KU field ,testing:})y ,30 __S~'at~s.'(f.or:'flulagrant fundenmder
title V, .. pt. ,1, Social .. Se.c~r.ity:A:ct\.,..;,,:_~.,..,-'-~.:c-:--:.;;'-:-:...-'--_'";'";~-----_-'-;.. 275,:300

Total ~---_--~~--~-----------~~~~~_~,.,'";~~:-~-~~:-~-~w'-';..;..;...570,207

This table shows "thecerrcra.tin-the ',statis:t;ics."ofthe Children's ·Bureanas
to. what .the .product:',cost.·,to,'make. '1-:call,partIc,ular" attention' to th~ 'cost of

-the'testldt materialsof:$61:,467;"', ,".''': .' '.,' .:: ,. " ,'... ,',', .'. " ."
Although·:-in.·'several: instances «the! Federal:agenCies ." suggest ·.:that ,.'tl1eco'st

per, .. test of' the' Guthrie .kit .was: 1.2:' cents'. per' test; ',this. is clearly ~,rroneous.

The budget supplied ,by the'-Children's'BureatCindicates that the actual cost
of the test kit materials alone was 9.2 cents per- test based on the number of
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blood: and-urine tests~665,~a~tually:,perrormed..durfng.: the .-progra;m.:;: It'",
should be noted that t,his is .,fori materials:"cost-onlyl,and.do~s.nct-dnclude
other. costs' attributable to: manufa'cturing::and>distributiQD" .sinee .It .necrrtcs
no 'Iabor.tor. overhead; ,These "costs .aresnotndeflned.dn- the. Children's Bureau
budget.u:".' ;!':';'J,':';I~ ,;';""',',i;,:-_ (";;r!;.,': -;::: , ", . ,.<'->'-

Only the cost of the test material is included, and-even-so.tne cosc.was.eeverai.;
ttmestnearaountortare reliable cost.

It is impo~sible to determine what the actual cost per test was during th~

Children's Bureau program.-,Howeyer;: itocan- be conclusively .proven. that the
per test cost was more than aacects and, not"the,·1;2 'cents per test as indicated
In the agency statements. "'"" ..... ,," ',','

,1311t::::r'~gardless of whatthecosts~'niay' or 'may 'not:'be'for :'a:' governmental
agency' engaged in manufacturing difl~nostic ,produst,s, ,the. ,pertinell~ question
Is WhaJ,are the costs-and resulting:pric&--'-Of';a reputable;' experi~nce4p:r~vate
company that 'must assume -all-Jegalvresponefbtltty for 'and s~?-4..behind its
prOduct!3.Further, it is impractical to compare -the cost Ol:;':price of the
origin~l,' field- .trial test unit -wlth: that 'of the Amea-jirouuct, ,"It ,WOUld be
siDl,~lar: to comparing a model' TFord to a 1965 'Lillc0ln' .'.A:~t40iugh'both.are
for the same function, the-modelvl' is' obvio-usly 'a- rudimentary' form of trans
pcrtationand the Lincoln is a very sophisticated, highly refined product.

It~s'j:tllportantthatmtsconcepttons concerning -the price 'of the .Anlesproduct
becprrected. It is suggested in certain memorancl.,ums,bYthe Ohildren'a Bureau
that the' marketed price 'ofothe'Ames 00; for the' Guthrie -teseJatwes $262,.50,
for. 500. tests or more ,!fan. :5,2" ceIlts,:per test." rllis, .. is:,iIla,c~,urllt,e. ".Tlle. test
kit:'produced 'by Ames"hus 'riever"be~I;l·:priced.',:at,$2:~,2~'50;,'1l0r'.liasft, ever-been
pro:(lll<~edJn'unitsof'500; '.. ",I,·"· ,. ~ -

t,dd,not know where this infoJ.;II;lat~on.:was:.obtailled~, It is ,W,rq~g., ,_ It is
erroneous. n'It· is false; "'In fact; 'the test -ktt-has .been 'produced'only In units
of ·325 ',since:" the, ,ip,cepti?n- Of',' i~s:, ir:ulrkepnl?;'bY:,the '~e:s .Co. The price-per
test of 'the"Ames ':kit· was" 42'cents" 'per "test from .November .1963 until April'. , _
1964-. ,i\.,t thatt,ime the prlcewas eut to21 cents per test. . ,-

The'misconceptions concerning Ames selltng. price imJ!lY,.:lR,pn<:~~~c,~o,¥able,.,
profit. This also is wrong. " ' ,:". -, "'_"""" ",,-" ' ".\,1', ,.

In this connection I ask unanimous consent to have prhrted in tb.~ Record" .•
at thi~P?int.a memoran4u~ fro:IIl the vice prestdentof finance for Miles' Labor-a
tories,' rne., to the nrestdent-or-Ames Oq., ¥r.'GeiJrge,' QrF;'coneernin$ a'~ost
analysis 'made"ofthe,iAmes 'Oo.' ,PKU blood',testL'lrits.: I ',also:,a'sk 'unanimoll,S"
consent to have 'printed tn' 'the-Record: at' this' pbint7~nd_this·.is 'of"equal' .iW';
pcrtance-c-aicopy ,of :~he :examination'made: :by the' p-q.blic . accounting firm" of':'-'
Prtce waterhouseSs Co.-· - ' , ,

There being. no. objection, , the" material was"o~dered"to be'tprtnted-dn the'
Record,asfollo'YS : , :,: : ", ..' ":'.>: ':"

':~~s ,:yABORA,TORI:ES" !~;q.; ,I:r,:!:,~oFFICE O()M:1d:PNIO,A.TI O:N,
" ' " :' '; :::i.'Mwy25,1!J65.

I'To :,qeorge :W~ Orr;
"From,:::,Jps~ph,H.' Hoyt.:" .." .., ';" '!

"Subject',; ,A:we,s :pK'Ub~?p4:, test kit~.;:

"In accordance with your request I have received our sales: and cost .records
in reglird to $ll})j~pJ;odu,ct;, " ' , "

"In my opinion, the accompan.ying statement of unrecovered costs at April 30,
1965,.0Il,,1\.nl.-es:,;P~lJ blo,qd:t~s~ l{lt,s,p~esents,laiJ;}Y:thEl data showntherein.

"The unrecovered cost to date . of $131,823 does not include the cost .'. of
$50,QOQ,for, the film, 'PKU;,M;ental. Deficiency. Oan .. Be .. Prevented,'. nor does .It
include an. altocatlon .f()r sorpori;lte; pver:Q.ead,e~PRD,Se,:such, asexecutlve.clegaf,
fina,nc~~l."qr ,a;,9mi¥i~tr~tiy,e~, ;q:\hes,El. it~m~ have,:~~n" excludedbecauseIt ds felt
they mllY ~e,cont:r'ove~sla,li ....',',<.':.; >i"',"" , , < ;; ',<:.':: :' ':.'.

"Tlle. reqor<is, sh()w~~;t",o.nr::Cllr:r~n.t:s,e~ling,p,J:i~ f():f-,the. ~es PKU .bioodtest
kit is 20.8 cents per test': and. th~t,)9:;gr,.clirect,p;r,qq.JICq.Oll: anddistrtbutton costs are
6.6 cents pertest.• ,,~0'Y~YRr,,)\fter 1p.a,k~ng",allow:a,nce for continuing mark-eting,
research, and :~V:i~i~naJ,ad:r:nin~~tr.~tiv,e,expenses, I estimate our .tctal. operating
cos~:,at: ~7.4 .. cel:lts, :,P~J;"': test~",_r-r:!J-,is,:leav~$; an: operatinK:mltrgiIl" or -approxdmately
3.4,cent~p~rte~t.:, ,".'::'!:; "',':,,)".:;) 1.:,< ;" ,: ,0.,.: ,,'

"If ~~sjs;ahl~ to ~.elJ,,~~s:ts.. fqr, 20: pereent.ot. the. total ,U.ft .potentialmarket
of 4 rnllllon babies, this would produce annual operating margin of some $27,000.
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,~~JQSE~~,"iI;','HoY~.

- At this 'rate; assuminK'llo:j:urtherTeductiqhJnipricesiiit'will take about 5 .1years;,to','
rec<werothose':<:ostsyetmnrecovered:at-:,Apri130;'l965. ,-:-'j i' " "j:>,
"~'PriortoiApril1964our:sellihg~price;wasAh7i_centsper test- However.at that

uore.our production and dfstriblitioDjCosts:alone:were15.1 cents-per, test.. "I'his •
higher cost was due to heavy quality control charges and other increased.expeneea.,
attrlbuteblecc.the learning period;

"11!il"es<,Laboratoriee) :I1w;"-,8 tatement -0/: unrecooenea_C08't~ ,'at_~ Ap'r.:'so~ '}965,i,on
'Ames' PKU bloor1 test1aits -

"Net sales.of test.kitsfrom.Nov.,:lxJ 963 to. :,:\pr.:3.0,:1965_7~:-'-_-'c-~"'---':,:::,,: '$,72, -~4~ i

Costsalld.expel1sesap~u~~~~,~'tgtlJ.~'~e.,s,a~~s:: <, i,';o':,',",;

~i~~i~~~~iii~~i~~~~~~~~~~~~;~~~ii;~iiiiii~~~~~~~~i~fii ;i( ~f~ .
Total~' ..., ,:",'_':"~ _..., _:'-~,- -;_',_,,,:,,..,-'- -:'~~"-:__-:-::"""':"':- ""',""'" ,..,,_:.-, _,';'~::- ~ :--'.:-',--::-:-:j"'7, :"~t;, ti'bU

\,.'" ExC¢S,~:Qf,; cPS.t~:3;rid,'%;i~~,n~~~~,-,--,:",,;,..,~:~:..,_...,,~~-...,-"".:.....,.,...-';,~~,_:.,...-...,-.:.. __~, 1),107
Add: •. ~. ; ~ .. .

, Cost"of research'alld:,d§y~lopmept"comriieneing In19.~2__,...,-,,--_:...,--:.-93!,753
Cost of special equipment and facilities -:- :'""":-:'_-,-_7'..;.:.--:- ~~"p(}g::

Tbt~t',\inreco~ere'd'~qsts::M':,' Apr .,';3d/"'i~6:tL':"',..,:'c-...,,':"'---':"'':"':_:.;.,-..,~_:-;-_- :i~l,'.~?~"
1 Representsdi-vision:· expenses. Jjl!-sicall~:,'aIlO,cate_de a,s:-a': .pereentage tc., net -satee. :,''No ',"

amounts are included for, corporate administrative. overhead espensea orMnes Laboratories"
Inc: , "'<,' ,','. '::: ',', ,;", ,""':

- ~"G:S;'ICAGo',..ILL.,' Jvlqy2q,
"Th~ ;nOARD'OF'DmEGTOks,
"Mil~!J ,Labo:raf01ies" Inc.;
"Elkha,rt, bid.,:"::,,,:,:>,>,:,,;:,> -.': ,,',
"PE~~ SIRS:, ,)Ve:,have: ~x~,il:tined, the consolirla,t~d',:A~a.n~i~l'st~tementsofMiles

Laboratories, Inq-.,:agd Ita substdlaries for the .J-·e~rs,e:nq:edDecember .. 31,·1962,
1963" and .19%, ~and- have. preyiously; expressed ,.ollr,opinion.ther:eon .under dates
of February 11,; 1963, Febr:qury 17, ,1964, .and F.ebruary 19, 1965. Our.examtna-,
tions were made in accordance wtih generally accepted audltlng standards and
accordingly included suchtesteof the accounting .r,ecords"aIld,> such other audit
ing procedures as we considered necessary in the circumstances. , ..... ,:-::;,

"As a supplement to .tl1e,.fo,regoing. exa.n~inati()lls" we have.e:xaIU,ined the state
ment,. O~" uIlrecov~red 'costs'at .April' 30,' 1965,"on',Ames' PKU' blood test kits and
made-such 'additional tests of the pertinent accounting record,~, ,aUll, perf()P:ne~

such other auditing procedures as we considered necessarY,i~th~Girc1iwstan~e,s.

In our opinion. the accompanying statement of"uI1r~~ovel'ed':costs'~t,ApriL3-b,
1965, on Ames PRU blood test kits presents fairly the-data shown therein.''-

"Yours,'very,~trtlly, ' , "", .._...,.,:,"".,
"Pinel!!'WATERIi;ouSE,CO."

Mr. BAYH~' I twlll 'be' seen- th'at,,·'the'PlibIiC"accouDiihg:frr:di :repofFs'tipports the
allalvsisi'''. .:':'i':O:::' ,:.". . .. ..>:' ': ':': ..' .' . C' ,,'. ," ,'" '.':" ";,

This ..memorandunrdndicates ;th~t·.the·to~al,. o~e:ratiJ1g:costs ,are' .17A. cen.ts;pei·
test .Ieavlnga.margin: 6f·:~ppro:XiriiatelY 3,:4, cents])ef:test~ ,'.l\.?aitist ,thUlthe Atri'es
Co:;'is trying, to recover costs .whteh to April 3.0;·1965;:-\v~reyet' l1~ree'overe'd·· IJ:l,
the amount .~~ ,~131,823~ ,The, unr,e~ove~~dcosts. wer~ l,ai~elyinval've~ In the
research-and..'the. development' ~f',theproducfl'and:)~~quiring special equipment
and facilities .requtred 'for the'matiufacture 6~!th~s.e test kits.

'I'hereds a very' small ,i>0tentialmarket"rbr. ~h:e:pr().Uljct~.,'one,:i.n, whichther~
is little volume' 'and' very,:'little -hope of Dr,on,tability: '~~urtli~r~' hl.'~be,highl~
selentlflcally oriented .phurmaeeutfcal' ihdustry there is aiso th'e-'problemofpr'od<'
net obsolescence because of new rese~:rch and, :technic;al,,9;,cpievel11ent. 'Research
is nowbeing- conducted'bycther 'companIesin:'~liis;veryar~R.of,m~dicine/
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ode .product is :bei~g' ,tes,~d ,1l(),,",,:,·:WhieIl,. if'it',proves;. 'to"J)e:suGc~sfui;,:'could
make, obsolete th~ .A.m~s. IJI:"?dl1~tand,Jhe',pro'cl'llct,of,' Its. competitors,

T!iel'efore it~s: impossible to pr,oject tile lellgtp,".of, tiI11~ that the; Alles; test will
be.used. ,,~lt ,is,difficult, the:(1,:toiIisur~.re_yov~ry,Of,~h~,~Fec,ov:e,r~,cl,coststo<tate.
I do not 'believe that tli~j;Jresept,~o~. i'~ _:pr.()Yid~~g__ an up.Gonsc.ionab~e·propt,'

In keeping with its resporisibttlty, Ames Co., has tindertakenah extenstvepro
gram of education concerning this form.ofmental retardation, and 'the use of
its product for the detection of this condition. Such costs are a part of 'busi
ness' operations and must be assigned. to the products involved. These costs In
elude such 'items as medical literature, informative mailings, and scientific ex
hibits. In this particular case Ames Co., is not assigningto,tl1is,prodllc,tcert~in

other educational costswhich,coul.d;,'be,a.ttl,'ibuted, todt. ,,:, ':', i "'.~,' ,: ,,"""""','
An example of the latter is thesound motiQn,pictll:reentitled;,'~l?I{U':""l\;t:entaJ..

Deficiency Can Be-Prevented.' ,Ames underwrote the .productlon of this film,
which was produced under the direction of and nan;ated,'~Y,Harry 4,,; ;Waisman,
Ph.))., M.D.lprofessor ,ofpediatriYSl,plliv,ersity ,()~ ,JVi~co:r;1S'm,M~dica~ SCJ:!()O:1.
Fitty prints of this film have been made for Ames' film Ub:rary.", There, lire,an'
average of 65 to TO,showings, perlll?nt~,. and i~ is estipHlte~ that th.e,.film has
been viewedby Well.ov~r'100,OOOpersons.. The, film Is $ho,\yn: to.m~dica:l~:Bursing,
and medical technician students; hospital medical and nursing staffs; medical,
nursing, and medical technician s'ociety meetings; and even to, college and high
school ;$cienCestudell~s:, Severaf.State p.ublic: health agenetes have, purchased
prints of the film-c-at cost of the Vri:t;Lt,~fortfietr- film libl.'uries: " "',' " , " "",:

I had, the..good fortJ.1l1e,t1) .see tjiefilm-. ,I believe. that, most Senators .. would
recognize the importance of sfriking out as forcefully' as we, ea,B..tn eVer,y way
PQs~ihle, to; preventIUentalillnes~)lUd mental, }·etarda~iQ:n~,. !fit, :\vel'e,po:ssible,
we should offer to Ames a type of "Enimy:"a:}yal.'d for the fine:' production and
the t>ublic.-ser;yi,ce thatis being rendered. bYJ.he:f:ilm. ..... "'" '.' .' .... '

Insummary, an analysis of the expenses f<.)1'. the Ame~.blood test .klt wllf show
that the price is in keep~ng:w:j.thg()Od busin~ss'Practices and well within reason.
The product is 'being marketed hy',Am~sOo., at a reasonable prlce.

Ol.1~· .Natlon is .bec01lling incr,e~sil)gly, aware of the uerlous effects of men-tal.
illness. Millions of dollars arosnentannuanvm an effort to cure those who
are .aftltcted. ..,In.fuct, ;th~s. ". Con~ress;,',~~s ';~BCently: .~m'~arked ,upon ... a ... program
which will result in investing significantly higher proportions of our .natlonal
resources into curing andcaring for th()se;.,vh~,:l~emen4tllYill.

Fortunately for our c'oulitry, men and women of science and medtctne in botn
industry and academic life have recognizedt;he:need to do battleagainstllle:n~

tal illness long 'before the majQrity.ot us In the,Hallsof.Government. 13ecauseof, their .leadershfp, significan,t.technological accomplishm'~nts,llavo heenmade
not, only. to treat mental illness after it, has been .' diagn.tised:. b4t. ItO .. P!"evEmt, the
very.occurrenceof the disease. ..... '.' .,,'.' ". '.' . ,," 'c' ',' ,;' ,,','

Dr: Robert Guthrie has 'been one of. the academic coritrfbutors. IIe:,',¥lls:,co:q~
eelved a. test,which.witl help .make it ,poss~ble to save several hundred 4merie'an
babies.. boys and. girls, .and .e,v~ntualIYmenand'WOmel1,frOlll,be~~,afilieted with
mental retardation each year. Row much wlser ,it I..8 to devote. resources to try
to .prevenu nn illness from .occurring than to, be faced, with the alternative of
spending many times this amount of funds and, effort for treatment.

Ames Oo fndustrtatsctentiscs had.developed ..·l1;l1rine.test"to detectPKU.before
the development of the Gllthrie, blood test.. 4J.nesuri~e,.test, although .~t,lllay
hare, the disadvantageof detecting. PK.U: 'a few days later tllaI;l fheGuthrie 'blood
test, continues to be used and' has made a continuiitg,s'ignificant,c,olltiibuti-ou. to
medical science. Because of .the effort devoted to the cause ormentaj. re:tar,da~

tion. prevention by Ames Co., many young 4mericans 'are .whole and happy in
stead: of facing: a life-long 'tragedyof,'retal:dation.. I,f9r,o-ne" .thlnk. thatpr,.
Guthrie and-Ames Oo.cshouldbe complimented for·t~~,eff()r.t,they have made"for
the development of effective blood tests against PKUand,;f(H,· ..,the<effort,A,mes Co.
has made-to make -this product rea,dily, avatleoletomemocrs ,o{,the medical .pro-
fesalon. .. ... .;... :." .. .. ... ......, ",' .... ,J

We In-the Congress.andIn the State Iegislatures recogntse Ol'g"l'€!'sponsibility-to
enact programs which devote more, ofonr resourcee-toan-attack ugatnst. the
dreaded mental diseases which are rampant throughout the-country. But-I be
Iteva.tha t we must also. recognize that mental illness can be arrested only with
the full coope-rati-on. of government, industry, scientists, and educational fnstttu
tlons.
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I make ~ll.t,s:tate1.lleIlt oU,',the floor of t?~Ben,ate lllld take the time of Senat?rs
only because :1, :beli~ve,it i~i imp0rtap.t,that;wlle4we ;'lIlake~ecusations'which teIld
to .~a~e, :such cooperative:,ventures. betweeit:medicine,,:governroent'aIld,ed~c~
tional institutions lessth,an<iesira'ble,_w~,are'iu'factnot serving the purpose
which we all really ~iSlL-_toserve;iU1J~lely, rapid enmtnanon of mental mness
wheJ;evel'It'lllaYiLPpear 'ag(1)~'"rhateyerform itm~y~ppear.

,TELEPHONE: 'LABORATORIES; INC.,
MurrayHilI,N:J., May 24,1965.

HOiJ:,:'JOHN" E"McCLELL:AN,
Ohairm:an, fJ.U,ocdrlJh1¥:ttee on Jlatent8',Trademwrk8'ana' OoVy'tightsj:
J udA:oi(~:h,: a()mmitt~e;U..B.'~,~nat_e" 'lV_~8~~()1V,.-D;O~

pEfR, SENA'rolt.McPLEI\AJ,"'r :.TWs _'is' ill ~ resllo~se, to 'yO~r'liiYitittion' at the 'time'
of .tntroductron of ~.1809;,a,bill to establish a unif0rIIl national pcltcy conceruing
proD~rt:v .rlghts and..'i~ve~tions, 'to commudrcete-ccramentsend any proposed
am~Ildments,to:tb,e,:,bill~;",', ,<" '''''''''', "',,,,' ",,' ,',', ' , ,,'

We~supp~r:t: :the,bltlas "fl rea-sona1?le" andbal~ced, apprdach, to the basicqU:es~
ttcn of U~itleversus'license" whichunderliestheesta'blishment of any uniform
GoveI'nme:n{pat~ntpolicy. <, ,",' ""':\'" ,_,' ',,>,',,', '

Tlle, fQllowirig •Clfirifying amerntments ari' pro;posed 'for '. the" reasous nctedfn
the COmments appended. ",', 'lj1eseani~ndinents,{lonotaffect the design of the'biU
nordo they .result in,changes in' tlle underlyingp~li~es.,

Page 3, ,section,,~ (b) (1), 'line 24,cbange "the, prompt' and full. 'disclosure" to
"a-"llr()]llpt~~elosuJ;"e". ":""""" """ ',,"', >,"''': .", ,,', ",' '" ,, __ ;
'q,Om,nient.~his, qonforms' the, llEle,of,t,he:,te:r;m: '''disclosur,e'' in,CONTR4-9T",RE~'

QUIREMENTS with Ite'deflnltion in 's,¢fit~,o;n'2'(f).,,,,, ' ", '" "" ',' " , ' , , "','
Page :4~ .secttonS (b) (3), nne ~~;'~te~,,'~licell~e"insert"sll~lincludethe, 'right

to ,graI;Lt sUbli~~nses 'of' the 's~e" scopetothe exte~t,t~e',contractor' was 'legaWr
obligated to'doso'atJhe:tiII1ethe:contractwas,ll,~ard,edalld,",." ... ',' ,,-,,' ".
po~ent.~,r.rhis: wllfavoid placing the cOllIptctor}na,position of lnconsisteD't

contractulllobligationB. ,The in,serted langu,~geh'llsbeel1;adopted fromNA,SA'S
w'aiyerregulations whereIt hasbeenj~mpl(}Ye(l)~t;Lce198~.

.S;ecti~Il. 3 (b) (3), line ,1,1'5, aft~r' "pilrt"'-,ip.sert. a period,' strike '"aD:d" and' insert "
"Such license and right"~, '•. .. ,'"','", .. ::', •. ",,': ',->,. ' .",.'

.ypmmen,t,--:This isan editorill~illo'~ifica~ioll'n~ce'ssitated'by the 'next previous
am,ellt1rilent~'"" :": ',',c"",' , , , :' , "
Pag~5;,section 3,(b) (5) ,lin.e7;'in:subsectiOu' (a); 'after "has not"insert "within

thrEl~ :yeai"s,aftera -"(Jnite,d.States patent iSS1,1es, on such invention".
OO~:t.._~It.'w:oul~ seeai that a contractor ,sh()\i,ld 'have a reasonable Hme

within which to demonstrate efforts to bring the invention to the point of practical
application.. The ,3~year.per,iod,is th,e same ,:is thatemployed in the, Presidential' ,
meDloralidum< .'", .,..,,' ".,,,,,' ,-." ;,' :

pllge :5;~ction,3(p)(5), line 9; fn s~hsection, <.afl;liter- "practlcal-appltcatlon"
tnsert 'lor,'l1~~ made the Inventtonavatfable for'liceri:sing royalty-free or on terms
thatare reasonablein the circumstances". '
abmment.~This' suggested ameridnietit' ha,s:'ai's(}'been·adopted from' the, .Prest

dentretmemorandum, A, compulsory Hcense :woUld appear unnecessary if the
invention is already avenaoieeituer'rorartr-eree or on reasonable terms.

'p~ge5,'secti-on~. (b )'(8) ,,',line' ie, after I'may'~·i,n~er-t',"thl1ely."
001ntnent.'-'-S~nce time, is of the essence in preserving' foreign rights, it appears

desirtil>leto allll<le'to thisfact()r; . "
Page~,,' ~-ction'&(}:) '(8 >; line .4,'Ilfte,r"prompt" ,strike' Hand' full."
·O,omme1it.~,SeecomiIlent above··~itl1.l'e~p¢Ct to·aIn~ndment to section 3'(b) (1:).
'Page,15; .. seetton -8(h); line' 6"lifter',I,'grante!i" (second. sentence) .:cancel "under"

arid insert "subjectto the Ilcense reserved 'to the contractor by, section 3 (b) '(3)
and,"after: "such" inse:rV~()ther."

Oomm:eni:;.:.:.o.:.This insures that the license' reserved to the contractor is retained
despttethe designation (}f the license in the preceding sentence 'as "exclusive." >

We, .appcectate the opportunity to -eomment .on 'your: 'btllvand we .favor its
adoption: over ,the other'patentpoltey bills. I>ending before your SUbcommittee.

, ~Verytrulyyoursi'" "
, ' ADAMs,Jr.~'pa;tent Attorney:'
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NE~ g~,Y:EN:, 9p~,N.,
Hon:"JOHN"':L;' 'McCr.ELr.A:N;
Se~a~e" ,Qf/f-C!e p'l(Iil,ding,
W?81iitt:.ut~n;,D'.q" :',. ,':' .. ',:,",;,,0.'., ',""" :'",-
':Q~ ,siIi ':,:£>llrsuallttoyoW; lett:er 91: ApriI30..,1~65,: I,-:a.s a: m~I:n:6el' ,of tile:patent

ba:r;; !iia:v,e,':tra.ke,~" ,s()llleiiJl'teres:t, in, :tQ.~ ':cWJ;e:l}'t; s~tu3,tlon.,! W:hi$, .haa.developed.dn
C,?AUe.ctio#,w~tJithe, Qqverll111eIlt, patent policy.,> ·In pa~:tiGlJla:r,Ji:~e~~r to, S,,' 180H;"
S. .1899"~Ilji~.7~9.,,, ,/>., , > ','" "'" ;""" ,

':rfpgnG;1r~ful, review,¢, t~WSelbi11s,,. I" ,,!oul:d:;.saY,that the,:.S.::i.8.99 'approach; of '
Senator ~o~g:is,neith~r:p:racqc-;1ble :no,r:accept:ll:>Je.", -.I;t: mialnterpreta.thepunpose
of." tli~. President's: statementon paten,t: policy andcreajea.a sttuatron which: is
not in the .best ,iIl~l";!rests ,01: .the .public, or. the,consrectors. In :contrast to Senator
Lopg',k,bill,' J3;ellat,or.,13altQris1;~I's: ,bUI'.-iIlclu!li:;s, varjoua, end sundry .matters.. Le.,
inyentiye, contri'butionsan,d ':awards: theJ:e~or,aIllendDlel1t:.to .~8; U.S.C., '. eeetdon 1

149,8', ,etc." Ill: these ,respet#S: -Hi, reqllir~s,:som~r~fiec,ti.oI!-!and perhaps some' in,..;
vestigatfon 'by the Presidential Oommlsaion in order to develop sufficient, tnroc-.
mauon as to v~,e neceesttz :fol'lnaking,such:changes..

~hi:s, le~v,es~"for;',~e;:mosf pa~;t"y~ur(}wn,,-bill, oBir,. S;,.1809, as the bill which
should ba glven. care~uf:aI:Ld, mosteertoue ;c.ons~deration,·by"tlhe.Congress, art this
till1e. :,,:EI~weyer~ this: I>ill;d(le~;require, at. least .some.mfnor. changes, .,primarily ,
centermg. :a:b(W~,rthe.Implementattcnof -fhe .Govemmenu.patent policy" so-as. ito:
fU,:lljj; ,o,ey~~()p .the,IbenefitS"t() tne p~lic as a result of ,the: vesting of the: title'"",
in,' th~,:99,ve~nment'- ..' Accox:dipglyo:; ~-,eter;~are!fuI, consideration, I. Should .Ifke-.to.
sug~est",the. :~(lnowing amendmentaao ,:yourparticu,l~r:'QiU." I believe .tnese.
amendments would strengthen thehill. '

Page ,5,:sec-qon,?(b}{6),a-m!¥ld toreadasrollows : "'~' ,,<,:
". (p·t pioV:ide.inthe,eyen~i~e:pri,ncipal m:, excluslve ,s-ights in ,any invention

are.acquired -by,; the-head «ttne, ;,age,n(3-y;, .on. l)~half.: Ilf ithe.-,United:,States, .and.
su.ch, agen'C~;head '(loes.not ;~ctua.ily=,file.a .patent. appltcationfn order, to .secure
a p,at~Iltin,:th~ Unite'd: States, .orIn, any ,~oreign ,coun-4"Y:rbefo're' a .predetermlned ,
time",.s,aid;;:predete,~riedAime;'I!-()t" being greater.ethan, nine' .months from' .the
dat~ ,of ,:diS(l:I!?§u,e··O!f .the ;inv;~nttQll, rtp,the agency.and m,any; event-notJess than
thI'e~,,mon:ths,-b~foretlle:;statutory",bar date, appropriate means .whereby: the
pri,nc-ipal ,I'ights~~:t~e .mventfon. win, automatically revest.In the .contractor: if
either' ta)',:notie<:!.,is,:no~..'giyen.hy' ,the.;,ag~cy,·headi;t9.the contractorrthat! a"
patent application has actmilly' been 'tHed within the abcve-mentdonedoprede
te;rrn:iIl;~d.:-tillle,;·ol." {b}. the, .egencz head-nctlfles .the .contsactor that .he does: not
el~.~ tq-,1~le~ patent.application in: the V,nited:: .Statee .~r in. any foreign couutetes
b~fpI'e;:.th €l .predetermlnedttme, ;llle~ti9ne9- .above, su:bject. to., the, rights .a-eserved'
to th,~,United ,13tatesin subse~i(lIl,:(h),:( 2) ,of tlli.sSB{:,tionJ'1"

:P'a,ge' '8,: se.CtfoIl '4(ilJ}; Jin~.,7 .... :~ft,er, !:'he:; deternnneev-add ':';'not later: .. than: six
1l10.nth,s".,:",:,,'."::.'." ,,; .. :'".:' .. ;",>;'",.:,' '::--, .. ':0>" '

:£>~g~,8, s~ti~J;L :~ (~b) ,:line:, ,11"atid :tlle:·:fOUo)V.ip.g,sentence :.,','The. agency" shall ,
reimburse w:J.e"C911tr::J.l~tor:..~()r:, ;·the-,.:~asQnlJible lexpenses eneountered.! in,filing::a '
pa~e,ll:t:}t1J'P~icatig1l.; ,or,.,in- ,p:ro(5eclJ-tioPiOf a ,patent ,application.in any::case .where
the' agency- decides to take ,greate:r"than l:!,;;nonexclusiye)icense/',; ,
.Page15,.s~1;ion 8(a),· 1ine:,.10, ',after!'may, be ",granted" add,."only" j after

"wi-th",delete'.'or,wibhout" :.'.' .... <''':'' .. ;" .... : '-'c"') 'i'",·,
Page, 15, section; 8 (a L:liIle..l1", after "the ,United 'States~' ,add; "each agency is

req:¢,recl tqjIlst~tute,appropri:ate j)idi~i;1l proceedings;,tp·' enforce the principal'
ownltI'~,hip right~p-f,-theUn,it(O!dStates,in',p,rd,er ,.t:o,,-prevent others 'from 'using
its ,P3;t~:qts,,'fitlLOut''tJl1e,payment, .of:~pproPr:i.ate :rpyalties."

In, parti~¥la:J!!,I propose: that- S(X!tiqIL, 3·(b:): (6,)' b,e: a:rp.end~ -to 'provide that· if
th~ "G;oye.rIlwen,t- take!3- ti,tle,;to, ,an ip.ve:ntioJ;l:and,does".not,actually file, a patent
application within a predetermi~ed(ti,lp.e:~~J;llit;,,{he,contractor:Jhen,be granted
th~: ;right to, :I."egaint1w title: :aJ,1¢lbe permitted itO ,file:,a'patent :application, ,subject,
natur~py" to the., ,rig:htl3:'r:eserxe,d ,to, tIle United': S.tates;, in, section" ('b) (2:),"Of
se~tio:n,. 3, ,so:.t,h~at prote:ctio;Il;'W;ill ,~ot':be;lo,st. to~both,the:.contra<:ltor' and:the
V.S. : Governm,ent. ,-,:As" se.ct~o;n '.? ,( b),.(fl-).';is Cllrre:ntly"wrHten;: ther.e :are' n'opro~',
Visions which make it necessary for the Government to actually file a patent
application (assuming the invention is patentable) unless it so desires. If
the Government does not file a patent application, then the contractor is not
getting what he is supposed to get under section (b) (3) (that is, an irrevocable
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nonexcihsiv~ 'ro~alty~'ff~e 'li~'e:]i'~J !(H·,'the practlee of the,i,nveution \thl'ough<)~t"
the world). , "",.. ,,:',',...... ,::,' ,::',>',':,~,

If the Government does not file and the contractor canno-t \fiie: h~-av,s'~:',h':e!_:~
does ,not _ha~e tdtle, i~ is con.ceiY3:bl~,that,sOIlleon~, uc a Iater tiIrH~.',cdu,~~t_#ie_an '
application\ cov~rin:g't~e'. salll~ ,-inve:ntion,:~nd -thereby prevent eith~:r: thtT',qov~
ernment'?l' -the" cont~act?rl :froni, uSing,theinveIltiou,; •'~~ditiol1ally": 'there ~~" iip:;:
juettncanonror- allowing-' the Government to pern:iit-:in'ventionS~O'b~~ke);lr s_e:cr~t
01' become abandoned or disr~gardec1,due to (1) as;tatutorY~3:r;~~'~a~.ie'tliey
haveonon.flled :in,t~nie;,; '(2) ,the adDlinistratiOn '~e~Hn*;,~liat.~h~y' h~ye:, riot' __ ~i.i,ffi~
cient_;f~nds, 'to. file,:patent ~,appli~ations;"or "(3) . the ' adn:linist~atio~,liot,d~sirin~, to
file patent appltcationa on' ,s~leetec1, inveJ?-,tions;,unles~ ,tHe:contrlictoi'i~ .glveri .an
opportunity to::HJt:'l~as~ ,atteDJ.Pt to"protec~ the iriventio:r:.-~, , In :,s,ulistance" fnttre
present :chius:, ~6)' of"sectlotiS (h) ,,',;you., have"attem-Pt~d' to' 'accOIllplU;h ,thiES' )}ui-~
pose with regard 'to 'foreigI:f rights. "It i~ 'believed it shollld be extended' to :tIre
rlghts-Intthe United, States 'eo-that: protection' will "not be lost, to, the pU})lici#
general. " ,- ""', ,,' " "''.'"':,,' '; ,,', ",:

'With, fllrther regard to, the, present-bill, ',secti0D:"(6)j' 'if the, 'United (~tatef;,did
not-ftle an'appli~ation,and:t~e: contra:~t()r coU~d' :l1(}t file aU,liPplicati?p., foreign
colllpetition:,could' enterillto theU'~.?111~·ketev<;:n'though the ,u.S:,qoyernment'
was -the.ftrst to 'own the subject invention andcould~ave,fileda patent applica,~
tio l1.,' This -is an additional: basis' 'for 'niybelief:that ,tll~ contr~:tol',~ho~ld,be
given tIle chanC'e'to" rue-in tile event. the 'GovernUleptdo,es',llot flle a llateD:t'apJ!li~'"
cation, in, the ,United' States: ': ,Acco~dingly;amendin~nt ,ofsecti~~>'3(~)(6),1l8
suggested, should be: considered' in order -to fully ,protect the 'q-dvermnentJ0e
contractor, and the public of the United States.' __ ,', __ " '., .. ,. ,', .. > ....'.; ... ..

Additionally, I,propose that:':section',4, (b)', b,e,' am~nde{l· t() place. ii'; ti~e .Hrnit
on-the 'retaJ~~n~of greaterf-lghta-than a::noIl~~elusive license "yher~'-tl1~·adInin,~
Istrntor-eor.. agency head 'believes·.that'~'public'-int~restswould .suffer cas,. a reslIlt
of -the 'contractor retalnfngitheprtnclpal excluafve rtghts in; the ihve..ntioll.',.Itis
unjust to' retake title from.the ;con~r:tctor aftel', he'ha.s 'fi~e'd:aJlft't~rit:aPplicatio:n
and 'dnvested capital for, a, pe-daUof-years to exploit: the invepti(:l-ll~...·Fur,th~r, .. if
thteoccurs.vcontractOl'8',will be'deterr'ed~rom'~~kin,g .ea!JUal investn:lell~s ,'until
the! Tights are fh:mly ~stablish~; .. 13yplaci~g: ,a, limitati?n, 'such as 6.:Ill()p;th:s!
definiteness -would pr~'Vail,'and . the contrae,tor·· .eould:. th~n·. Dluke])js 'plans for
explotta'tlonrof any .and an-tnventtonaon-wntcune has;·il1Hialiy, 'more tllllu
a nonexcluelve-ltcense; ,.','" ' "" ,.' .. , ;".,.'.,,'

'Vith'ful'ther .regard -to!'SectIon4(b )';''1' prop?~e!that;'in all'fairn~s~,;:'if,l-tli~
contractor initially files: a 'pa~ent applicati0t;L;'he should be reimbursed "f()r'- tIi~
costs 'of'· mtngann pl'osec:utiI1g'it ill. the. Pa,tent;"0t,I,i-ce,if. theageIlcy,. he,a~ t1et~r':"
mines that the U.S., Go.vernl?ent,shaU.tak,e,;gre~ter .: than"R:l1one'x~l_us~ve'l,ic~n,~,e.
Inaamuch. as.the oonr-actors-are not' paid fOr" filing pa tent applications, it,yVO:u~~

seem.fair that if ,!~ey expend tll~,ir own funds they should pe. rea::;~)llab~y ,coIl1~

peusated-In .the eveht 'that- 'su<;h:'p~tel1t:~i~1itsare' then 'reta1{en b'Ytlfe qoverIl~
ment: after' the" Governmen,t ,'has, ,i~itiaUy;''Perll1~tt~~' the> contra~~or"to, ~liIie,tJi¢,
principal'rights. , ,Thi\<;"'would;'b~: '.. in' ~:line ';vith'"the'<;onstitutional 'r~qt1~rerrlent'
that property sho'uldnot be taketl,w~t1iout due compeilSiltio.n; .... " "",' -," .,.,

Also. I .believe that sectiou:BCb) ,Shorildbi:('amendedso, that th~;a:geIicy'):i.~a,d

cannot' grant any license withoutthepaYlIlent,:of roya~ties;,' 'rlie'Il1'aj6r_cont~*~
tioil 'of '.' the individuals 'suPIJorting: th~' Gov,etnm~nt's,~aking titl,e"of: invelltions
is :that:th~ c(}iltractorshave,;heen"~iven ,titl~\to, property' bel,onging to the :~ublf~,
inofher,words,:jt: is a:glveaway l{~og,rl1rn: ,'Itseem's:t'() me that -if.'We p,e11iI~t,a
license to be granted Oll' a';royalty'~free",,'b'aSisthattJiis,again,.is just.anbthel.'
type:~of :giveawa:v'program, . If:\tlie ;Government· is'~oing,to beco:ri?~-tl1e '~,wner
of' a':patent;".1t should' act' as:an.owner;:;"Pa~entowner,s do notgi~e', r()yalty~frc~e
lkensesunlessthey'are-given;sometbingin;retllr n, " .' .. "., .. '", '., '",:, ,':-,

,As'nh.-adjunct'to thi's,Tpr?VOsethirt 'section 8Ja)b'~amen~ed 'to'requir,e'the
Governmerit and/or the age~cy,head to institute 'appropriate judicial procE!eding~f
to"enforce :the'prin;cipal?wner~hiprights ofthe Untte-dStates-in '():rd~r tOJ:)revent
others from 'using its patents without 'Payme~t 'of appropriate royalties. ,Tnils
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"Of!';','::

T~I:~'.'UKh'.¢H~'1Ti,O~:'A~,ICli~G4~',',:;·.; ..'
/" ,,:' ,. I '90F~E:Gi<(}F,:I?HAR,i{AC~"
-.j : Anfb Atb'o~,)rU,(ti{8't;2'6, 1965~',.

Re s·f~7!i· '" ,>,c •.•
SeIlat,o,'l'}oHN; L.:~rcqJ;.;E;Y¥~,:-;.; ,':.<-;;,.,: "':.< .";, '.,""

Cll{l:~rtJ:t,a'i/,~' f1'lf,bqoriJ.}i?~#~e,/iif!:, lr({~q'(/;f,s"" 'tr:~;i(f11.n(f1'ks ,and Oopyrights,
Sejia{e

c
Jlidioi,ari) O-Qj~m#te~,,}yasl~in,gton"o.q~

'D~4~,'SE~~m~· M~C~~U.~N :"Mt~rwriting ·to' you the enclosed .Ietcer or.August
24, I learned of yQurundexstau.di-ng,a,ttitudeduring;'hearlngslast-:w'eek;;',:Through
out,thEl,hearings, T :ha.ve been-partdcularly impressed, with 'your-desire to get, the
es$ential.facts relatillg. to .therdevelopment ,of<,cOfilpounds: made under -Qove-rnlllellesponsorship. __ "",,;·.. ".... '>,,;,:. ;. ".,,:.' ,.'. ,.",

"I'he statements ofDr. ;.lamesA.. Shanuon-partdeularly struck'Iat the hea~t .or
the 'problem, and.. M.:i;"'.,c walter A; ..Munns .offl;reda'-reasQ:r;mble. solution -to the
problem. However.H: wish .to-no«. thet-ithe.prlnclples-snggested byM-r; Munu
should.be worded In such-a; .way that, ind:ustry'wilVknowJin:'advance:, of-testing:
and deyeloPDleu:t".,exa'<:1;ly. what its rights will be.·'"O±her\vise; no '~'gree~~nts;will
be'reached,;""",---"'",, --:'',.','-:1 \;,-;. ;:,,:,:,.,," ',",; .v:.: __ ,,.' ':',": '" '/";"," ';

Since the spring of HH32, thousands of compounds have remamedonethe.ehelvea
for", lack: .or propen: blologlcal ttestingr. Untit'a .Iawi.Is. enacted,' the: arbitrary
restdctiol;lS:·;:.till mcrrcct.wm __continuefo ser",e' as-a-;ro3,;dlbllJCk; ; H

In.the :spirit~ofthe-flnal-heartnga, !"Ihy .can not Dr-cShannorits .androther-health
offices of the Government be dlrectedt.by. the: White: House.to- dtsregardpreserit
patent-zrestrtctiona "and, ',;to:.use .its;; dtscretion. iu.-;the -matter- ,of: -dtspositlon :'Of
patentable inventions,until)egi$$lat~on:hasbeen:passed?-Otherwlse.vtimevmoney;
scientific .advances, -new.drugsand .uves areineedlessly. being,-lost:becauseof a
fea~·.'tJ1a-t •. the .pharmaceutical industry. wtll.ctakeradvantage ··ofthe':public: ..·; ;

T.- am pleased: also: -that .tne hearing record wilL,remain 'open.untilAugust 31; to
permit inelus-ion"of:,additional,statements. Lhope-the.enclcsed materials 'will be
included.:

.Respectfully yours; "

should 'be made mandatoryxto-prevetit agfveaway program from ensuing. Unless
this IJr~vision-t'8'iriserted,<no<Onewill take a royalty-paying license with respect
to Governmerrt"patent;c'rights"·Without a policeman to enforce a patent, there
is no justification, for one paying the Government for -the privilege m·-,using'it.']
It Should be the duty of the Government, as the ownerveo.see-tttecrarr. and-just
royalties _~r,e>pfj,id,.\~o·\tl:lat:,users .of,the: patent .are treated ~~the same basis; _"

In conclusion, if 'the 'U;IS. Government dealres-to.becomel theownerbt.petent
rights, ~t}:~1l,O'llidbe reqpired to funetdon. as, an.owner and, dnessence, that -reqnlree
it to ,file,pate:l1t appfieations .and.tocoucct royalties rrom, others using its, patent
rig-hu:;' ])lrtiher; :it,s1l,o:Ulcl:~act,ivelyeri.~.&rc~;it~p_atent,rights so.that noone ,free~-:i

loadaon the: ~overp-ment.;and'pnoth~r I~Ye-I\.'Se:el3~;,v~"have-risked their capital
in "exR~{}iting, t);le~;inv~~:tJ&n-:" Wi~h(!11-t. .these pr,o:Vis~o:~s;:'the Government system
oftitl~':;W·ilJ J:iE;l,,:qot:qipg, in()re,tha_u: an eA1P_t.K,p~t,int9' .which. eyerything .entere
and_f1-qthU,:i'~:cof.ri,e~.o,ll~,<,";','.,.,': '-c """5~'>';'.J",'i, '.i,,;.; '!:';:-";;";'" ,': ';.,',

I~,X~"'hor{ed,.J~a;t you )v,ill,gi'v;e.these"CO!l-lmel;lJS !; o,J!:sJ.d~r~tlon-durtng the 'hearings
to:Jj\E; held:~it~ ,l'(:u;3:r4Jq{G<!yerp~,n~nt p'at,e~tpoli<;Y'i

.:;t~1iai:4t.,~o;t1por: y?ur~ attention.
, yery t~llryyour~1

(P,a8t,Ohai'rma?l-, Divi'sion
j S,ociety).; -

Enclosures.

:(;,:,JoSEPH,H,;BuRCKHAL'rER,'
Prcteeeor Bharmaceuticct7/,Oheinistry

.MedioMZ:ali'Ghemi'8tr:·Y,:·;.t!ineriiJani. anenuou
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THE UNIVERSITYA)FMIOHIGAN;':
-,OOLLF.GE -:OF.,pHARMACY;
Ann -A.rbor,ilugust24:,: 1965:.'

ReS.i809.
Senator,:JoHNL.McCLELLAN;" ,
Ohairman,: Subcommittee -On! Patent8,:TrademiJ/rks, anrl 'OopyrighCtsj,'SenateJiidiM

,cia~Y,O?mmiuee.-;WlMhin{Jto~;'J:):;~.::.' .__ .'" _:: .".'. _.' ,:,0, .,1;,:",:; ',:,' ,;'<,:' ";'[
·DEAR' SENATOR _l\{CCLEt~AN': ,Please '~et_lne'Intro_duce;_JJ;1Y?~lf::,'_ I, arrf pro:i'~ss~or'

of .pharmaceuttcal chemistry, the :-unive~sityofMiebjg;;rn,:.A:nn'Arbpr:~').\nch~ ..I
was' born-in._Columbia; -S;C~, i1l1912~,.the sOIl',of Ed,,:ara. ,]3~rCk:l1a,lter"',. of Aiken
County, KC.',' and ofEHzabeth,Strain, of' Fo:.:t. Smfth, -Ar,lr~'_:,l-ha,:"~_spent 5.years
in. -the '_pha:J;maceutic~l.i:ndustrY','!lnd .l~, 'years' Iri ·.u~iv~rsity. 1;e~,chin€h .Dllring
the. past 9 years,' L'have been-a consultant to theNatlonal Institutes of Health.
Last Year I ~as c1l8}rman?f. theDivi~iol1 of M~dici:nltl. Chemlstrf,6fihei.i\:m,erV
Call-Chemlcal' .Soctetv, -:In· 1962,'-'I "be~ltn:ie. t~e,first 're~~pi,ellt,gf",tll~ .,Res~ilrfib
Achievement Award in MedicinaI-0hemistl'y,·,a'$1,0Q'0 ,I>rize'.spoll~:or.e<l bY:,tha'
American Pharmaceutical Association Foundation." I' have'dhecte'd'th'e research
and studies o~ 28 Ph. D. recipients and 24 post doctoral associates::--! t i am the
Inventor-of drugs for malaria and amebiasis, and important fluorescent antibody
labeling agents used for the rapid diagnosis of infectious disease.

Please excuse .~h_e, Flltller):m::Ill()(ie,st;s:~tement;I wish you to know how deeply
I am invol~et;lVv'i~lI\reseah:~lltp)lewdrugs and, therefore, with Senate bilI S.1809;

Pre~'mt.Pate.~(reg#l~tioll's.of the Public Health Service have prevented my
students andmefrom havingproper biological testing of the products produced
under governmental support. It is ironical that the people},l;lr~:)llghits, (Jpllgr~ss
and President 'specify ,that r.esea:r~lll,eadingto ne,,:d.rUgs·be: ,'ca~r~~d: but,' ye~regu~'
lations tnsttruteaovee-avears ago.ha.ve" sty'mie.d'~ those.','e:!f'()rts,' :ill<i. frlJ,strl1t~'d
those of us who are caught in the middle:" Thus-,-th:e'taxJ)~ers' llioneY,'is being'
poured: down-a .rathole, in effect, ',' Bright,' .·energetic: students esp~cialJ.Y:wonder
whatis'wrong;whenour:Governmentworks a~:such,cro'ss..purposes:,:· ., . :

Itrhae been .estfmated: that research representingr'lesa-than .apeecent .oi:t.he'
runda.appropriated -by"Congress' for ',NIH-sponsored .researctr .' haaanvchance' 'of'"
leading to new drugs. To realize the great difficulty of finding new ,.drug's,-tlle .
total: researcheff6rt:' of the': pharmaceutical' 'industry :,'Jit,.'a;cost ,Of' 'nearly $300
million: .per . year. hasi.produced Jonlyaone or .two trulyfiovel-drugs .each vear..
Thus; :the.rpossibtltty-ofuflndlng a': new' tdrug.ds .-slight under.cthe most favoratae
circumstances;", Presentvgovemmental :'Patent' -regulations'.· and those suggested '
by-Senatehlllarwhtch would 'make .ari exception-of 'health-supported.research 'will
greatly reduce, if not prevent entirely. the likelihood of .l:lew mencmcs.rrom
Govetnment:'support.', . - ." . .-' - ";". ."

To 'go Ito the: other 'extreme' nolcontrol..would It,not-tie. better" to: have' -the
relatively smalloutlay:::of'llloney- by Government-go 'freely 'to the universities, If
it ;means",.-assuring «development. of.movelcdruga nand '. 'reestabltshlng .important
collaboration:between-universitles''and·industry?" '., __ . ,.'-

'The·:Government entrusts -untversttlee.to-ehoose qualffled.faculty and research
associates to :carry, out resea:rch;.:It'shbuld: rely' equal1y.:uPoll'.the,universities til
regard to the, development 'of patentable inventions. '-The '"only.contrors by: ,Gov:'
emment.should.be tjiose.requlrtug.reporte of-patent appltcattons.and of develop
ment. :of .. the .dnventtona »to ;make i :c~rtain.·· that' new s1ibs,t~:hces;receive. proper
biological-evaluatlon.r In; case' of ,'. improper -developmerrt,t anarch-In- 'rights could
be exerted, which would be in the interest of the researchers, the universitY,:a:n'd I '

the public. Also, present or future antitrust laws, rathen-than :legislation re
stricting Instead.of.encouragtng. development of new drugs, seem to me to be the
proper coursefor,an,y\abuSesbY-.iIi.~us~r:y/"-.":'\_ .' _ .. .-< '.. ".

I am'.deeplY.disturbed,by",the': mhl'bltory'effect of-present-patent regulatdona
and by proposed bills which make an exception of health research, Lpresume
to suggest and hope that S. 1809 will make the following provisions r~latiI\g::~<?

"Government-supported research. .. '. '
1. Patent regulations relating to research in the health sciences will follow

essentially the sameprinciples as those in other fields.
2. Disposal of patentable inventions. should rest primarily with the grantee

and his institution, especially when the patent policy of the institution advances
public purposes.

3. The Government should retain royalty-free rights to the inventions for its
uses in Government hospitals and facilities.



'GOVERNMENT' pATENT 'POLICY '665

4. ,The Govemmentshculd make' certain that :patei:i't~~Di:e'Ttive:hti6ns;a:r~-iJ:jeing
developed by: .mcans 'of. :progress reports from the;'gr,anteec'aird ,the ':cbl1ab~rltting
company. ,',March4n"Cla~ses'should be .brought ~~to'::etI~ct::hFca;l:>e:'of:iJtlPF,Oper
.development.v vv r.! >! :.,:,,:,.-, ',' ., -:"'.'. '>-","-":,::::.;", ,,',::,"~':':

5. Present-and, future-aritttruatIaws should' protect the;:publiC'-fromexc~ssivecosts."",.' .", ' , .. ,,' -',";
6: Industry-should' be assured 'of its l'ightsin:adYa~'ce:()fbtologtcal-testing.'
.7; -Proposed. .Ieglslatton:'s~ould;!make,' clear -in ,-' 'any, patent.:regull.ttioIls, that

.markettng rights to 'industry will> riot':oeendan~eredc,wh~n~~iIl:{li.tstr~,,:chas'~orne
~ the: costof research,. Those .rtghta.should .noe.bc .loat.tbecause :a:<piec<:l:' ,9f cequip
ment or":buHdjngrpw:cbased,,by'Federal :Eunds:was'used.:',' '.'"

I am enclosing berewitbJ1IDY; :earlier:' statements- concerntngathe' problem,;.: You
will. favor, me- gr.eatly;by'·discuS:sing my' letter and the, statements: with 'members
of-your, committee, ' .

Sincerely,yo.urs,. ,
" .'." .. " JOSEPH:'B"BlJ1tc~HAL?,.ER;:'
Projessor;',Ph:armaceutioaZ-Ohemistry; (Past'President,"Divi-8ion"oj 'M edio~'

.ijW,~:,01J~m,i~try,,-Am.e~i~~: Oh~icaZ'S~oiet1i),~:'

Enclosures,' dated Jt\ne, 8',',1962;, March'6
"
, '1963 ;"D~cemher',23','; 1964:;, and

'FebruarY' 22;1965. ,,, ." ;,',' ",c,:·,". "", '." .0'.,::" 'C'" "".,,,. , ,' ..

" , ,-",' ~

AN,"Opi£1ib'# RELATING TO' USPE:s,:P1¥E'N~';Pbddt:'
,,", "'--""i~,:C"" , ... ',." . ,"''- "'- I ,'''' <"'" .• ";'- "--.-., .. ,,-'

:" ,:J~NEi'8i'1962~
Now lthat the',"patent '~I~CY::J?a~: been ,"speil~,QU~:"lIl?i;-e~l~arlY by tne new

patent agreeme,Ilt,: and' blan~et,patent,agreern~ts, aJ."eappare:o:tl:r.'not being
processed between l?-ni~ersitfe,s'~nd. the .offlceof t~~, S~:.;geon Gene:r.~I,'~e,qyeraU
policy is deciqedl~'.Cli,sCouraging'·to the, ,tes:tin:g,.~Y;fu!lust~of:PrQduq!:~ 'made
either wholly or,in'~rt:UD:~e;r.,~TEIaUSl)ices<'E:y.en:btf9:re t:b.e ne,w regulat,i(;)ll

'wlt~Pllt,into ~ff:ect",i~d~try.was. war:vof testiilg ~);)rt)fessor's:co~poun.is. .No:w
, ,ther~can oeno'coubt alJou:t iildi.tstry,;sattifu,<l~; :;,'""~' "",,;,~,.;:J .' ., '.', ' .' "

The only ,re~~ns"Why,iIldustry~ould,~gn~~e n~W.a,g:rEifin~nts.a~~
. (1) as agestu're'to'a:professor in order t6"ilIB:w:;himt9l,"~iv.ere~ea'rch
,~unds, but. aertous t~t~J1g,,~you,ld p:rob~!:;)ly~-wt~e.,1illd~rta,l,{en.• "I":'" ,,:,,'~

(2) as a means offlndliig 'leads 'wliich'they' could iIiiiet}encle,ntl:V: pursue-s
ill,other ",or<is, ,all, ~vasi():rl pf the spirit cr the unreanstrcregulattons,

Since serious "testi~~,aIld:,~YaIuation.of N:J;~ 13,uPpo'rte;d, products, by industry
will cease under' presellt':POIi<:S!", the.universitYc:q:emi~t,must Iook' elsewhere for
help. ~ere ftretl.ll;'ee alternatfvea: (l)!iriva,t,e.labora,tories. which test. for a
fee, ,(2) univers:~ty,laboratories, and" un Got~rnment,.lab·orat0rtes." III either
case, ,'all; e.B!aris~o:t;l 'of pr~selltfacilitiel3: 'woul~,:b,'e,ue.ces;sEtry., .For:-the, fol19wing
re'asons;1 do not belfeve'the expansion of either would be wise: "

First" is the ract t~at industry .ls already .setup todo rapid,: efficient' screening.
Industry's life, depends 'upon this, fact. Because, of an understandable lack of
Incentive to ,produce, ne;wdrugs,.it is unlikelythat either of .the two alternative
laboratories suggested would ever equal industry's potential. ,

Testing isan extrcmeiv expensive operation, '".The cost,ofJsolatioll o'r:.'~ynthesiS

of a new substance, Is 'often..rninor 'when compared to it~ l>iologi<;al.eval~ation.

~'he, reesor apriYtlt~,~a~ora:t()ry,:WOUld,thlW,lJe.prohibitive,t-,l!-,the,NIH~ant~e.

I have alreadY:llltfl,'~:x:wrie#c~withtesting: iJl,~ev'.er~I:Uniy~ity:pharlllacology
laboratories. In most' cases; results si,1Ilp,ly,.,ar:e, not, fortl1q()mirig~ven:after
severalyears'o.~J?e~ameis true of govemniental Iaboratortes with the exception
of, "the crash progl"aW~:(?f, ,opN,SQ", I" ,sh()ll~,d,:lJe gl,ad, .to. document J~ese cases in
confidence, '., ". __ ;",'

'I'here ,reI1lains the broader question of whether or not it is good for our unl
verslttes and the National Institutes of Health to take; .on .the business, of screen
ing. I am opposed to 'it. ".Applied, developmental wo,rltshouldnot be the province
of the, National Instdtutesand the universities. -'If it-were, Jhenext step would
be ',tJ:1e manufacture of, d.rll;~s ,by' ~overnJnent'al1,f:l' univer~ities.:])o we ,wElntto
indus~rializeGovernmeJ,ltanduniversity labora,t~~s? " " """.'

The wishes and objecti-v'es'o~: COngress wll(),appr()!?ri,ate NI~Jund,E!,a,nd,the
people who pay taxes Should be considered. '--First,: I b~ge:V~.Col1gress ~n~tthe
people are primarily concerned wtth providing effective'medfcatlonat re~t:)l:lable
cpst. Second, I believe that Congress and thep-eople do not want Government
or the universities' to,.perfQrm'functi()ns c~hich" are ,l:llo_s~,efficiently"done by" In
dustry. -' .Bven -' prior, to" tne.new patent ,agre,ement. fQrll1;,Jndustryi was. .wary .of
expending funds for testing potential'drugs,' wbo'strmanufacture'they: could ,not
control. Thus, for years the full mandate of Congress and the people who have
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Professor;' Pharmcweutical
Arbor, Mich.

MKiwu6; 1963.
Mr.,HERSCHELlf·qi,ESi:rER,. -- ,",."; .. '. ......' """ '"
J n1:f:nUfJns Ooor~i1Jdt~r.,.'U~;S.P1to~C}! 6(i,!th '?~"'1~;.,TV uS'h1ngt9.tr,n.o.". '.: , ... ,'.-

,J)EAR MR.qLESN~,':Fir~t,let jlle'&l,y that .;your visit, to Ann:j\.~bor affoidedme
much satisfaction. Your receptive .~nd..object-i'y'e,:l!titude.towa~d the problems
llris~ng from thepre~ent Mien,tagreemerrt form was .niost enoouraglng. .In.accord
,:vitli,:roursu~gestion,I am' o,utUning, some Of the specific reasons why I hope the
pro"is~onscanbe,~Jte~d. '

appropriated ,incl'easing~y._:J~.,l.·ge_sums -for. pUblic 'healthtresearch-. has -.not _been
carried ,out., ~t.is ae.Ir-a, bridge were built excepe Jcronesectlorr.across a wide
rive~.:_,Such.a ,br:idge,'despit.e the-cost, is: worthless..Doee.Oongress want such
a bridge? The missing section, in the case at hand, is proper evaluation of
compounds .made .under Government _sponsorehlp.o trne-new-patent rorm makes
the problem all the more acute.

Government, as a" nonprofit; -inetttutton, .Ier-ightly-a paternaltstdcone. Thus,
;.what does; .It-matter .if 'industry is occasionally: subsidized .tothe-ltmtted-extent

of the cost ofInltial.preparatdonof.a chemical-so long aeu valuable new medica
mentis prov~d~d.?, ;Actually, industry~s research costs-are increasing, -while b'uly
novel drugs are decreasing. In number; A small assdst to' industry in this case is
perhaps even more.,realistic than~as.ubsidy;t6:agricJI1ture.'·"-_" - _----'-. j

Actually, .the.iportton -of. PES, expenditures .deslgned .to -Iead directly. to new
drugs is relatively small. Thus, dollar-wise a cancellation of.the patent 'policy
would constitute a relatively minor gift to universities and-Industry..

There is amoral question concerning the acquisition of patents by the Govern
ment when- tne.tnventox or-cotnventor is .an"emptovee-ore-untversttyoe in':'
stitute whose pay comes entirely, or: latgely:\from , the, untversttydr-enstttute.
III many cases, _th~r:esearc9:,' prl)bl~W,was .cqllcei:ve~".;bef(p·e-,3rpplica.t~on~ora
grantor contract was made,' orrthe inventive idea comes in :the caseof~"uni
verstty from a professor whose pay comes entirely or largely from his un'iversity.

The GovernrrJ,~J;1t.d~"ll?t,Pll~~hl1s~an inye~~o:r:s brains and background when
it pays for workdone by' astudent technician or assistant. The great contr-lbu
ti()-J;l::ml1de.py Government- in medicinal chemistry is in granting money- which
~l1Y~.for,l1ew'Q.N~~~g:b:elllistry ~:n,.;d.~orth~,e4p~,at~on9t ~s~WleJ;l,t;whg~:he~kes
promisillg"ne~, ~b,inp(Hlnds..~f:'ualfY:,Jlt t:be,sugge~tion ;0£ his pr,otessor. Suppose
a' pJ."0fe,ssor,:C(m~ei~~ ,p:(:~' ~4J/e;rfor;'~H~th6,d,fqt,);.he·':I)rodtl~ion ',of a drug. He
happel),s,:tp 'assi~,the:liroblel.il to .a. Public, JIea,ltJiJ;~,search"as,si,stant (he might
__jus,t,A,?'yV~ll hl:lT,~ 1J'e~n)t'¥o~,sant~ :Ee~l?w).Under pr~~~n(ml,dpropo'Se9-prac~
tice,t,he universtty, C()l.l14, pot controLthe,IllVeption.,. Iears of experience, hard
'work,a'nd study tiave 'enabled tli~,l?rofeE5sor,top~~n~~~,~,~r~h,., ,Th~ Government,
of course.jdtd notp9;!, f.()r.;I~Js .e4uc~t~on" and dO~I:l: I;I-()t: Prty,)l.~~ ;s;al,ary., .I belteve.
therefo~e."tb.~t' :tl?-e,',n~Y,~rs;.~t~ar(Cl,.t:beprofes~{}rSh{}~I,dJ;1aV'e.,much voice in the
disposal ofsuch i:p.v:~~t,~?H,~" :,;; ;.," ,:';';,:, .:', ",;,,;':: ,:;': ,Ct:,. ::' C'.:'.... .';<:'"

H;1c7r;~, are .. -wY,;P,p~~WIl~: Feg~l'dl.n.g,p~~?~':r ...J?llt~t,pohcY, ,~l,lv:()lYmg. Government
granti'lan¢l. cpntr:le~s:,;', ,"",'", .. ,' ",'. ,',:" :.'<: "";",::"'.-.-' " :;!" __ :,.'. ,.,: j:';

I f~fii'.'a) !uniy~rsitY!:'fi1dustry,of,otll~r ,inst~~utibn,~hou,~d':b.~· 3;il()we~ to make
decisions regarg,tng, pa,te~t~N,e .iriventlons ... de,veI0P;ecl.unqel'::granW' and contract".
Instltutlonesfiduld' b~.encourflg~d.pythe SurgeoIlGenerftl's :Office to .sign letter
agree'ments..r.~latirlg"WdisPQSit~oIX.of patents. The grantee institution should be
allowed to'Off.er·no:nex~lusive Iicensesto industry. In-cf1!'e.,a"pal',ticular·cOlnp~ny
developed" the' 'inye'lltf0n: it ,'s.1l0l11d, have, .a 5-yea-r.e.;clusiY~,. marketing of" any
p:r0<Iuc,ts. """. ..', ,',.,,: '.'"'''' "\;"" '. ' '.' . .,'. ':: , ..', :.': .:.'

,It is~ss.umed, that; a' grant 0,1' contract ts letby the Gpvernlllent, because Impor
taut research', 'or'de.vel()pmenti~ riot being carried out-..:the yovernmentcannot
allow' an area of'reSearc'l1 important to' the safe.~yor']lea,l~h'of its people}o- be
neglected-. The Gp:vernment' is 'a' nonprofit, paternal. organization. ,Its policies

.should favor organi:zations' which are astute enough to emp~oY',sci~nti~b;;; and engi
neers who can sol,ve .important problems. Auni:v,e::r;:s';ity .or .iiistrtute should agree
to apollcy of uone~clusiv:e1icensirig, except W'~en a.particular company did the
developmental work.Th~n~ that fir Il1 ,should be'gran~ed,-,~;clusivemarketing of
al1ypr()ductdevelope(l.forflllea~t,!5:y~ars. ' " .. ,

, ,_', ""_'" .," ·,{IJ.·,J3l}ItCKH,Ai(,TER,
OhemIst1·Y, the Universit1/"of' .Michigan, 4nn
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The reasons center, around the fact, upder present regulations, pf, industry's
unwillillgness to engage in the serious testing of compounds developed-under
PHS auspices, and the.NIB grantee's need for pharrnacofoglcal testing by.Indus
try. Based upon my experience and familiarity with ~l1dustry, testing Iaborrito
rtes.untversttfes, and Government, I believe that the f~,cilitiesof Industry rather
than, those of the other organizations will 'bring most.J;,apidly, most efficiently,
most economically, and moetsaretv-c-which Is.to say ~o' the greatest Interest-of
t4e,pt1J1)lk--m~icinalagents, which are conceived in tlW~niversities. .Industry's

, existence depends upon the efficient conduct of screeping,an,d'italso; has the
facilities in a single coordlnated urganlzatton to see that a drug goes overcthe
long series of hurdles. Without patent provisions which will enable industry, to
participate in the development of a drugvI cannot visualizt'\'how',an N1J;I~spon

sored drug willreacb:the people. I shall illustrate tlledifficu,lty encountered In
our laboratory, under present regulations, of getting oyer'tlle first hurdle ,after
synthesis-:-that hurdle belng phartnacologloal testing.""", ,,' ',' :.'

Ca8e·l.-'-ln 1957, we culminated 12 years' eff(}rt in'tlle,l~boratorYbY fhe synthe
sis of a particular compound to.be screened in adis~~se':Whiphaffiicts about 1 bil
lion persons ill the world. "Two, eminent authorities hr:th,~"field.suggested that
only a particular Government ,laboratOTY could do .the 'scr~~n~ng', and thev. ex
pressed great' interest. in cne reeutts. On March 29, 1957, l~v~'o,~e to: the Govern
ment laboratory. ,I'4ave written a total of seven Iettere and held private conver
sations with that laboratory in, all' flttempt.to,obtai~t;l1e'.t'est..VV:l1i~b. is 'avrli,lable,

"but Lhave failed to securethe evaluation that thet",o',a~tl1oritie!'.lagree ShO)11d be
carriedol1t; , The sample is still being held, bythe-q,oveiilIllenttest~r.

Case 2.~O~ aune ze, 19,62, we submitted acompollnCi for pharmaColo$ical':~#udY
by a Government facility whose head has exprEl'S?ecl~n..ppnt and orall:rto m{) that
there i~ great-need forsuch agents as we have'been. preparing. "Thl."ee:rtd.ditional
compounds ,w.er~ 'sllbmitted" the last 011 No:"eIl1bel~: 1~, 1962,.", 4-ckll(}",I~dgm~nt· or
l'eceipthas beeIl,madeo~only t~e,first;,and.~o]Jli3;rip.,acolb~cal'TesWts)ia;Y~;been
sent to us. I know that screening is currently being .carrted out, because I visit~l
the la'b:Q'i·ttto#--,.:'.' '., .': ';:. :','::" ':" :"",'',' . :,:. ," --: ::>':' '.:':"." '0;'::: ':",';"':

Oas(3 3.~A .letter andewe 'long-distance telephone calls'at .the e:xpe~se'6-f, niy
university,were madein attemptlng to reach .tl1ehea,1 of a {j;oyernD,1ep,t Iaboratorv
Which, is, concerned witl1 a disease that aftli0fs~ver,,200' millioJ1,p,ersons in~he

,?V?~·l.d. I .. wished' 'to ~elay .il1f()~p?:aq{)n·. ,alr~ ,to. ~e~:k: :!O ·\.l1h~r_e~:t. t~a,t .I'~1Y?r,~,~9;ry
in .the "biological evaluatlonvof 'a' nontoxic ,substance which·:has·showng~·:~fLt

pr0n:l~'se in ammats. No response hasyet~eenrec~ive.cl.fr.o'lIl:the, director- al-
; 'though the initialcontactw-&s llladeon-Jamla~yLf.. ". ' '.: .. '",

(J.a8e4.---:<Several cOIllvoundswere .submitted ab9U't 2 veers age ',t?:, 'R .pl'o,fes
sor tn a department of pharmacology of 'a Iarge untversity. _ The's:tl'bs,tances, of
potential ·in cardiovascular disease, .were submitted upon the, r,equ~.~tof the Pl'O
f~s~or~." Despite our tuqujriesconcemlngresults of:,.tesyn:~J.no:p~~pp-qse,.11~.~;been
received..-;.·,,',~'.,·, . ',.' ." '. "'.".,' . '.<

Case 5.'--Four compounds were recently 'synthesi~ill"ourIaboratorv under
NIH sponsorshtp : they are identified as GS--82x 8, GS-82 x 9; .GS-'-c82x,,15~',and
GS-82 x 18. More compounds should follow soon. The suhstancee off~l.·,p'romise

in cardiovascular .. disease. Several of the intermedlatesare potential anti
convujsants. .LdonQtl\:now 'Wl1€!:re.to.turn for prompt, reliable testing.

ocee 6>--.....JStudent ER· has recently found how to synthesize types of com
pounds whi~h.pffer promise in cardiovascular disease. He, as. wen a-s student
GS,' are concerned about where we can obtain pharmacological testing of their
compounds. '. ,'.. ' .. ", " ".".'

Oa8e7.-Eight compounds, identified us RR-33, 37, 38; 39 and 42 ; DB-5"l: x .
21 and 24; and IS-71 x 86, .are desired by cQmIJanY,:Xas,pot~ntial,dl'ugs.

However, their director of research is .concemed ahout.,:tlJe.ir right to market
one.of them should .Itehow promi-se. 'I'his :is,'a .fact'llal,situati-on".ev,en though
none of the compounda was eynthealzed under .NIH auspices. 'I'hacompany..Is
concerned-lest it, might later be shown that some NIH moneywas.expended In
(lir~tly. during the synthesis. WestiU :hold, the compounds, .•. ap.d! cannot. P11b-
lish manuscripts until biological data are 'Rvailable; ,. : t .'. ,

Lrealiw; that.:in thisl,e;tter t:o you it ilS''lll1neces,sarY,to; ,;useaJ..guemell'ts
growing out 'of the citing ,of individual eX-R,inples ,of our!?l'o-bleJ::?S. ,L am. sure
;from.':O'l1r' rece:ot 'longd.isc-gs,si-ons·that :WQ .oagree:on·the, drfficultles,. ' -Nevert'be
le:s:s,---! shall now, take ,the J1:bertyof, gen,eraWliil1g:in.<o:r~er,'t0;Ar:~::w a,.ll1.q-r~.cOlll

. plete picture in case my letter is 'examined by a third party \vh() may be less
familiar with the implications.
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<,', ."J".II.':stiitOKH4T~R;."
Profi/s$or, "fharmaae,u,Hoal, Oh~m.is.try'.

'r'.:feefthatth~ ;fibsg:ifouf iC&§~S ":~~hiBl1~trdtl:bie~iW '-the'j~~k"ot'f~I1o'Yt~r~ugh
."whlch is likely to be',~!'Went, in, ~risti'tu~ioIls _where .baelc research _rather. than
.'?i{}logical- screenin~', is, ,~heprip,cip'al goaL, _Also, I. refer back to-paragraph. 2
of tb1~_letter in refe:rep-q~to' the efficiency ofInduatr-y.in sereetring. " '_:_,' __ :'

'I'he answer to theprobl~m. in ill! opinion, _does,'not lie In the establfshment
of"scree,ning,lahoratori,es in _Government and .untversitv laboratories. _,_ r\:I!'plie'd,
'developmental :~ork~h{)uldnot become ,a pripc;ip:il, objective of the: :Natiollal
.Inetltutes of.Healthapd.tlie universities. Nor do:l feel that the nuswer lies
'in havlng parttculai':. tests. carrted. out. under contract with..private .'.screening
'laboratories. I,:p. the :fir~t place, thts plan entails ,a large expendtture.of funds
wWeh the grantee or ~e, :NIH (Le., ,th~taxpayer) can ill afford to pay.
Sec,~!ldly, 'such testing. d~es,'not'pr{)videfor pro'lllpt;coordinated 'followthr.ough
at each of the eucceeding hurdles which lie, .ahe~d .. in. drug development; Only
industry has the necessarYlnaehinery.'. bnt:presentregulations pI."ohibitserions
te~ting.a;nd develonJll~nt,:-by;;i:ndustry .wbrcti -contenda that it cannot .afford to
testcomp:ol,mds,th~icallIi?~ ..~~rket~ ,,,:',., '.'_' '",. ,':",:

; ,'_ :wTI-ile ,'every: ~nvestig~:£dI<:~o:Uld::rike.to: se,e.'pjls· 'products in usebr. __the pub
lie, actually a: .. more: 'acute .. 'llropleril results, directly'. from. the ;lack,.()+ prompt,
,I'eliable, and exte~',ive pharmilcologieal screening such. as onlY)Ild,nstrycan
provide... It concerlls.. prompt publication .or .results-. Manuscripts .whtch de
ScrUj~biologicallY interesting compoundsa're_coll'sidered' to, be incompiete when

-':atl,~as~ a summary of;ph~rmacOlogicalresp.ltsis not included in the manuscript;
Casestl., 4, ,alld7, .cited. in:c:,tllis letf:er,.descri-be a situation which baa-pre-

, v~Il:ted t~e, ,'publication'.of, three 'Or,. fourniaIlU'scdpts from our laho:l'atqry. I
shall. be 'glad to furnfshconflrmatdon .of this fact, ,.(Admittedly, .' case 1, involves
~,'·~st which only the Goverrim~nt,canat present, carry out, but ifdo~, illustrate
the bro:ad. problem of. inability co publish 'because' of. a .. lack. of JbJ,010gic:a1 ,d19-ta.)
oeso z demonstrates 'the i l1abili ty ?f astudent to include pharmaccloglcal data
In his. tJ),esisand, .later, in, ft; fournafmanuscrtpt. More, important, hie. train
ing in medicinal chemistry has been greatly curtailed because chemlcal-biologlcal
~orrelatio:ns are impo;ssi:ble. "Oa:ses 5 and, e musteate the,dilep.1ina ofDly -stu
.dents in, regar4 tocurrent studies.. . Not only: do.we need tests f9rfuture 'pub
lication ,blit,:f(}l'.guid19-nce in future syntheses.•,' 'I'hus; prompt.festing can fndl
?at_e ,th,e. direct or: futurE; ¥ynthesis., .we ar~,'YerY reluctant to. ask NI~for.a
-suPPlemelltal,grarit,in order to obtain .contractual testing for reasons already
given.,." ':,:.' .: ":, .: :;::.'; ",,,,',., ; ,; .,'.-:",;.:" .,:.' .':","':';',,' .>:.';.;':j,.
" . A final consideration ,is ,that -in(lu-st~y is ah~eady; .equlpped to test •. compounds
for the wain objective. 'Of the griuit., ,Al:so,indnstryconducts valuable screen
lug of the, Same compounds in -pthe~,biologtcaf .areas, .sometlmesas. many. a!:l.10
to, 20 additional tests. .A,singl~ test has been .estimated as costing a~. much
,as $1,900, bl1~;,1;he iXJl8t.S the gr!lP~eeand NIH notl1ing~; ;' .' ' "', ; ;" ; '

Again, let me express the pleasure and sattsfactdon' of spending ,00 much
t~lIl:e wi,tll .you in,Ann: Arbor All. the .infOrmal,discussion ,of.our, ,Ilrople¥J.s~ Your
()b.l~ctiv~ 'attitnde isgreatly',appreciated. . .

.. " ,~est wishes.
Sin~rely._.yollrS,

P~(J,EMBifk·2~(~964,.,

STATEMENT TO· DR. GLENN, ~LLYOTOF SMI~Ir,KLINE & .FRENb'::8:'
Emotfonultem:',co:rJ,berniiLg the sick and·tliecostofdrugsSllollld·not'be' ano~'ed

to ([istort the fact that,tli;e net'effec,t o,f present governmental patentpolicy de
fe~t~ the purpose ·Of,fl.:'.grant. by ..-preventtng the' evaluation and .development of

.'cO:rnpoun:Cis, -as new drug~:, , 'I'he 'obvious, predictable effect; of the patent regula-
tions 'thus c0J:lstitqt~s'a se~iousdeterrent to 'essential' collaboration ·1.}etw:e~Ii.,t1Ili
verstttes,' industry,', and "the .Gov~rnment' and; t~erefore; a' blow' to,the' 'fu~uFe
health of. th~. N~tion.,.;Scientists: from .~ritaill'·',Franc~"Germal1y, ...Japan",:and
Egypt' have .' stodd in'am,azement when 'they 'lellrned' of our'present,patent
provisions.. ,-,'."'>,. ' .'.':.. ,. ';'.'-'. '.' , .'.' '. ..' .. " __ :

~sil1e frop.1' t l1-<! ·necessity, o'f ~uch c?llaborationin:public hea.Uh;' the regulations
ought· to'be e~~min,ed i~ ~J1e l~g~t.of 'siID.ple·l~ga~'and,"moral, cOdes~~" researclier
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hold,:;:t1le,fundamentalright to ,decide, how his idealS, 'Will be developed. The
Govenimeut violateselementali:i:ldividual human rights 'and dignity if it con
fiscates, a professor's .knowledge and',e,xPl?r.i~nce" in,.'; 'e:~chan~e, for, financial sup
port, ro» research, assistants, sllPplie~,aIldefri:lipIllenf: ",' ,~ll~ll, i~ the, case, because
of the jP~te~t:regul,ati0l1s. F,or)~,e, ,~,~,1{e: of,fx:ee~~~,\4 ':,~H~ s~i{l-ntist and the
~g3;ltll.Q~fth,eciti~en, ql.~regtl~3:tiolls:~h?U_~~,b,e/;ha:r;t,g~~~,::- ': ;:,',':, c ',,,,,,, ,>,:,,'

::", ",'c,,:-' ,JOSEPH,):=,., l3lJItOKHAr;TER, :
Professor Pharmaceutical Ohemistry, ,,(PC1:8t,,Pre8Ftl~nt,:DJ:vi8i,01'/. p:fcM"etlic~
,rinalOhemi8~ry,A.mericJy!t.,o.hemical SPcie,ty}.. .: - '-' - .

'¥'E'B~1!4~Y~2. )9t1~:;,

TIfE, NEED 'To ,d:a:~WG,E ,PATENT'P'6~I~,;)i~,I#'*iN,G>O', il~DICA~~Ii~~EA~bH: ,s~oN~okk,D'
]r~: :GoVERN.1.1E,NT

"Present .patent POliCY,Controlling',P?t¢lltfEill1ew "ni-~(liCilj¢sinitiated or devel
oped" under .the .ausplces qf", the Federal, ,,9:0yerpm~nt a13's.igns ,all rights. ,to, th~'
Government. Three different bills Introducedbefore Congress' a year ago and,
IJres:umably, to be relntrodueed thts year, ,asP:reseIltly worded, would enact into
lllW the present practice regarding tnventloriso-elatmg t,o public health.
_ 'I'he bills are the following: 8.,1290 (April,9, 1963), S_'enat?r McQlellan;S.

1433; (May 1, 1963) ,SeriatorLong; and S.. 1623. (May 28, 1963) , Senator:
Saltonstall., ,,' ' '.' . . "'" .'.. ,> ' .:

Based upon my experlenee Iri industry and. universitie,s,and'as, ,n consultant
to. National, Institutes,·of IIealtP., I cont~]ldedth,aJ ,tll,~, pr~sent"patent pr,acti~e
and that which is' proposed by the 'three:'bills,'while"well meaning;' faUs .to.
recognize the past fruttful ccllaboraticn between industry alld,un,iversities::whi,cn
has produced approximatelyhalf of the drugs being ,1,lsed iIl:,tlle world >today.
The, poltctes. are unsatisfactory to .virtually .•.. till, the. pharIllaceutic'!l:l' c()PJ.:paIl1es
aIlq, tq, those ,~GientisWin l;lIlivers,i~ies whose r~Elear:ch'.',is'D;l;o~t' ,)-Pfely __ to 'lefJ-d" to,
patentabledrugs; .. '. ". . .- ... ' _" ". .,' .' '"

I wish first to suggest amendments to the.!bills '. which would. promote instead
of destroy collaboration between the scientists:of.:,in~lls:trY ,and ,universities
and" therefore, provide b:~tter,prot~,tioll ,to,'. tl:ie;hea~th,": and economy of,.'the "
Nation. Afterward, arguments' wfll'tbe presented in"'suPPort of fhecontention
that: .'present. regulations _and the -pr()posed .- laws. are, pqtentiall:r llarJ))ful rather
~an,helpful to the cause, of,p:ub:li~·.healttinnd wglf~re:, ' '

.:S'UGGESTEriiA:MEN]):M:ENT~

-' 'STATEMENTS '. IN' SUPP-ORT -OF, :PROPOSED ''',A:M::ENDMENTS
f,:","c' ,-.,'_, :"",','."., , , ' , __ ' ,1.,"-' ',;'-: ,< __ .':,:

"The ,. most .immediate difficulty: caused by,., the. present-Publdc,__ ,Health,.Servlce
patent. policy' is, that ". grantees.. cannot. .obtaln ,ad~lll3,t,e:,'!lfio,logic:a1; testing ,;9£'
prcducta.of thedr.researeh, ,Industry which llassuPl3r~/}r.f~cilJtie,:5l-,llndpersonnel
fo:r: screening .cannct --. afford ,;to:.expend .funds .Wit:b.Ol1t~,d:va:nge' i::l§lS:,llrll,!lC~·. ()~
marketing .pnlvileges, at.Ieast.for a llmited ,period ,:pfi .-tiIlle';~'f;j;j ;~,',:, ':.. "", :.!... ":

. 'I'he logical result, .or a,lack,.oftestillg or.the i!lllqequ;1t~ ;ttS,t;ipg,()~, PQte1l,t~,~~

dtuga.Is.that they wtll not. be,mad,e.,a,:V:~il3,pleto.th~"sick"", .... , , ...... ' ".', ":" "
A second "dlfflcultyfacing, the ;uni':versity" grantee riB;, thecon t~};l1Je,Cl and :ha1;To,'W

tug :experdence pf,keeping; records- in :maki:lJ,g eertatn, that.equipl~).Jmt: ;1n4,::;.upp-lil3s: .,
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Ptlr~h~~edtinde¥,a"G&~~~rlrri:eI1tgti~t 'arehoftlsed,bvan iJidltst.rially SP'6nshi'~_~:
student. ,( Industry has: s1l9W11 n(), particular concern 'over th~ reversed "'Si~~Et~

tion. Iron~cally" most, i?dils~rial fellowships In eonstrast to governmental ones
involve no patent agreement'; :theprimar,:r purpose is the support of students in
sclence.) Indeed one 'of :rt:iy'rnost time-consuming and harassing duties is
keepings~par!l~e id.eas,s~ud~nw,supplies, 'and funds' based upon sponsorship.
'I'he natural demall~~ upon' a--resear?h professor are so great that he should not
be subject to such' needless harassment. , _', ',_ ,_' " " _,' ,,' , -

Defenders of the present regulations challenge those of us who would change
themto offer- st~~i,stical data. in support of our claims. In reply, I use a famous
quotatton: "There"are three kinds of liars: liars, damn liars, and statistics."

How can., one, o?tain. s~tistic3:1 ,f<i.cts .concerning such a, :J}roblem as weare
facing? . Suppose> there were agovermnental-edictrequiring,thatthenceforth
all children be taken from their paretitaat 'btrthand placed in homes for children
where they woujd :,nIl1~(;)l·IIlI:v"ree~.ive:,.tl1~"best possfbte education and disctpllne.
After .all.. it is·wellk:n()wn.tliat ,mari~;childreh,do not 'receive such advantages
at home. ' How could one p.roVide':'me!lningful statistical evidence against such
an'.ed~ct?" ",.,_,',,':,: ',',,' ""_.'",,,:, ',<

The :preS,ent :i:Jat~nt regulations,Vr,~reDlade', iri'aliarbitrary, way. ',,' If, statistic_al'
tnrormauon t\i"as'ep1ployedIll revision of thetpatent reg-ula~ions, it pertained'
toonlv a portion <?f'the preselltpr6blem.. Present as wellaspast patent policies
of the U.S. Public Health Service failed to consider the necessity for collabora
tlon betwe,en§lsielltists'An.llniVersiti~s.,and,indllstJ.'Y~,Commonsense' t~lls.us
that regullltlonswhich, 're~tri:ct,coll1lUu:rdcationbetween medical scientists are
potentially, ba~,f?r,the.progp;~sS,of ;science, the' economy, and the health of the
NatiQ*. ':-", .: '"," ',','<"": ,"",.,::--. .. """'~", -.,,,,, ,""",',", ',"',' ,',,--': """""."::',,,' '"',,.' ',','''',:, ".; ',,';',",' '." -: ,,--, "-", ',' ,"

,Aii,~rti(:Y~.in)Science:\-.rii~.y, 24,:,1,964). describes the" Impoi-tance "of' collabora
tiou', Jj~t'reelL "the':tW.9.,groups, of scient~s.ts.". 'I'hefact that .rorelgu "l1'ollind:llstrialrese~r~liers OlltP;l,"O<;lj:ic~d ,~€!ir AI:l.lericallcounterparts"by" more thanS to L'Call"be
attributed at least paH:Jy if not entirely to the fact that the governmentalsupport
iD;,,4J:l-l,~ri$lt;blls,-,~e~J;l ,ve~y,: ,great.:and, .ror .manv years'l1a~.beell ' largely 'self
d'efe;:i,tihg;:owin~ ,," t6"J.tp:e"reqID,relh~nt' of" as~gninent" of patents to the" Surgeon
Q.eileraf. -. 'l;'41ls;a large,potenti::tl of productivity has been ironically dissipated
br' Go,v~rnment.,Scie,r+tists"trom other countries stand in. disbelief when they
learll:~four, .restricti()ns..",- : ",,:~ ":',,,' ",~

As a membei' of' an a,ii,p.o~.;co~mittee::on·ilat~nf:ihatters 'of t;he:jie:dH:~i~al
Chemistry Study Section 'of'NIH, I have suggested that our committee try"to
obtain certain facts which Illjgl1t.b,elIl,eanin.gfuI.~utI cannot be too hopeful
because the question is one 'involving principles of economics and philosophy
ofGov:ernment:rather.:tha:n-.statistics;' .. ..:..... ,

Supporters. of-present-patent. .regulations .describe' alternate,plans as a. gtve
mYay,of:public.funds1to,industl'Y;' Actually, the regulations are, worse than-a
giveaway to industry." , .,;, ",,'.-

Commonsense.tells; us that-poltcy, which: asslgns-patentu-lghts.rto the Federal
Government-wdll.have, the 'general effect of preventing development: of potentially
valuable-cdrugs.: Industry nhas 'made -Its .posttton .statdstdcally. .clear at least
in this regard. Based upon basic principles of economy; their vote has been
almost -unanimo.uslY'.opposed,'-.io'--testing. Government-sponsored products. Under
our system of-:free··enterprise;.indu~ry,cannot afford .to pour .ttme. and money
into -developments-whtch db cannot control for at least.a reasonable period;

Commonsense tells .us that, ,policY which, as-signs patent rights- to .the Govern
ment will tend to discourage the application for patents. Commonsense also tens
us that a policy<whi-cheither,assignspatent:rights·to 'the .Government or tends
to disc.()~rage p:;tte'!1t~i~ a,. policy which gives away not only governmental fun~~s
but thetalents 'of ,univer-&i~yscientists to SOcialistic~nd communistic countries
which -own their ',inclustries: and, ,therefore, neednotohey the rules of private
enterp,t'ise~ .. ~dlUlttet1,ly, :·these·"'saIlie countries 'already confiscate'. industry's,
patented inventions, but th,e:poHcy. of the. Federal 'Government .should not be the
Ironto (me o~ makingfurther 'contributions to socialisticc~)UntrieS'while shnul
taneoualy depriving"'itg'illodustry. of ,the .. rtghtvto dev~lopr·promisingnew agents.

In ,otller words, ,either.·patEmt' as~ignment to 'Government or tIle .failure . to
patent~:can ,rel:!--son'a:t>lJ' "be' s[iidtri.havetheeffeci' of encouraging socialism and
communtsm abroad at the 'expense-of American industry; -Thepolicy would also
tend to encourage soctaltsm at home, for, if Government continues to expand its
support of research under present patent policy, industry will become increas
ingly a contractor for Government and essentially will be owned .by Govern-
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ment. Such' social changes probably .were not i the" i4tent'd~:Abraham',:LiricPlri
when he said that patents add the-fuel of illte-rest·to·t1:Le.fireofgeufus. . .. .- , ",,'

The: .questron' might arise' a~jto' 'why. R';pr?f~sso-r continues' to 'supervise' .and
conduct research .. under/'Gove1nment.' auspices 'when" ~ecannot·,cooperate with
industry:' in-necessary- development. An ~il~wer ,~s .-provided ,:hi:',·the""t~ctthat
Go,vernmentgr~rtts' support; stu~ents; .~a'?lllty canl!ot,easi1;y-'refu,se:;sm:l:r-support
once.uuas been.estetntshed;- 'Professors: and- st'ildents:are'.interested--inmeehan~
i~lllsof. drug acttoncand: iU':Cdnt'ri:b\iWlg",t6>kno\Vledg~.··jn,'that-area. ,"rr~'$Y'
cannot and do not ·wish,to:cllan'gethese ..·interests;,iwhiqll':;j,re ',dir.ected tow3.rd;-the
welfftj!e-of,mankind; ..They.'seek and-need: the. 'C'01'n:Pete-ut', assistance of industry
for confir;mation ofth'eirthe,ories'lll1d development of,theirprod.llcts.

The· question arise-s'3..S to' W~YJ;c~rtain-'pharmaceutichl.'organizatiOnsseek' to
brtng-nbout' a' change·in:J?HS: pahi~t Te~u.1ati()lls~'·;They;are'suspected of being
motivated by the: prospec,t :of. J?rofit:;at' ~Q'v~~nme~t'!3'e}.:pense,This: suspicion is
indeed well·founded.' Induatrymust-make-' a 'profit to-survive. But 'scientists'
in in~1ist!-'y.are also motivated by the ",ish to resume fruitful c'OIIa:.b()rati()Ii"ii~:ll'

their -aeademtc colleagues' and .bithei:r:d~sfre ,to,llelp fae1l1t:y .a;nd,students' ,test
their, theories; . NevertYrelesi;,.·. virtu3Jly. :all .pharmac'euti.caI 'co~p~nil?~ .r:~fus'~;
to:'-t~,st PHS~sponsol'E~d. prepa:rati()n~. sinc~:':tp,eypresently: h~ye·. no. ~dvance a'SSUl'~
an~e that thedr dnvestmenf will' h~'pro.~ed~d:",a.nd8ince,'theycanJ:l'9t-ri,~k 'losing"
lal'ge" investments in their', own 'related res'earch-;' Industry .. ,~~,gr~ts.·to;'s·ee· the
in~;fficient .expenditure of public /ullQ.s, which .. results ..:I\-Q.m~'Pi~sent .policy.
HerefuIles its matnconceru. 'Iridtistrydoes~not needthe conipoundsof untversi
ties tosurvtve, ,bu.t ',,:e';iritlie;ouniv~f~Jti~'s:. tieedil:i~,JeSti~g,faCil~ti~s qf I~dusti'Y
ino~dei·. to' traii(,om; stlld"ehhl:<fln(f~~t~:"fulfilroUl~',0hligat~?l1s i~i'Gov,ernllle~t~
supported.. ,resear'ch.:," '".' "',:, ," ':'. '.,.' .. ;",. " .;' "', ,.f.. ' ' .. ',' • ,

~"pr(j:p~r fl~cti.on:of, ,~ove~ment 'i~ "to ·.,supportedllcatioIl: and. resear<ill in
n.egh~ct~d ','areas w~.~li, :l}eede~ ...ror ',!the:Ii~"tionat_' 'Welfar~~ ,;.Thus, ,gQvern~ental
cooperatioil',',with,~~dtistry'en,~])les; ill:dus,try :"td':help' t.l1e'ee()nomyand ,to pay
taxes .so that GoverrihieJitc~n:'support,'~d-Ucati9tian(Vre.sea1"chin univers,~ties;
P~es~nt"IJ3:terit regulat~()nsr~~ati.Ilgt~ .ptlblic, li'ealtll fnterruptfhat cYcleJ",\,r~th
in,~ust~y':'piliv~rsitles, ~3:na,' ,~the,' public-as' Ios~~'s,::, .,~Ii~:.-~utron'santi trustIa~TS ;are:
deslgnedto protect the public' from:abus.~~,~: ~l1clus'tl·Y'~n,nl1!lre.as,..:That pat~!1t
regulations involving drugs should 'co'nstittite 'a special case is' amistake:'created
thrQug~',1lliisunqerstaIl(]ing,emotionalism, and polttdcal opportuntsin. The same
basic" laws -of eco:IlolliiCs' and' motlvation .control the search for new products,
whether they be food, armaments, safety devices, or drugs.

JOSEPH H. BURCKHALTER,
Proieseor, Pharmaceutical Chemistry,

the Un--iversity of Mic1l!igan, Ann Arbor, Mich.

(JALIFO~iuf:':RESEARCH CORP:,
B·a11;F.~wnOi:s'co,'(JaUf.toJune 16,19.65.

Hen. JOHN L. MCOLELLAN;" """0:',""'.'-'.'" ' "
Chairman, Patents, Trademarks, and Copyrightt'?' Sttbcoril/lYiittee; ,
Oommittee. ontheJudiaiary;U;S. Senafe,'Wa-shingfon;·D;().
DEARS~~~TOR', MQ9i~LLAN,:, '.The}ollow.irig 'remarks .'express'my.TIew.s':a.ll!l' triose

of,;my company cnIegtsjati0ll:'proPQsed by 8;'1809: tluit-wolll~.establish aunirorm
nationalp.olicy concerning i*veIl:t~ons·'inadethrough·re.sear~h'supported .DYPllblic
funds;, . . ".' ..... . , ', ..... :

California Research . Oorp., a subsidiary of,~tand,ard'O!10.o; Of. Oallfcrriia,
is an organization: engaged'prfmarlty in research and development on products 01'
processes related to petroleum. We have in past years undertaken an ajijirecirible
amount of Government-sponsored research: but in relatiOI1.tQ,ourtl?taLpl;ogram,
this hasbeen a small fa-actdon of our total effort-not exceeding 3 percent in any
1 year'. We aregllid to undertake such contracts without profit to us where
we have>a parttculai- background of,~~OWledge or ,experience that can, be of
benefit in a GovernmeIl;~pr~grttro ,.. ..' ,.,,' " ,' '

In my opinion, S,.lS09is:lg9odbill and wlllprovide a reasonable solution to a
complex issue., A comprehensive big of this type eSttlbl~shing,.basicguldeltnea of
Government patent policy ror inve~tions l'es.ultingfro-lTIGovernmel1tresearch is
generally consistent with the late PresidentKenne-dy's,statement of patent policy
of October 1963,with, whteh we",ere .aleo .in agreement. We, would be opposed
to legislation, whether it be a uniform national patent policy ai' included in
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,;"., ':,:", ' , ,", :',-, " ,:'I ~.,,;!

A~THONY P"DE;Lw.

DELIO AND MONTGOMERY,
COUNSELORS AT LAW,

New Haven, Oonn., June 16,1965.
l?~~~"ill~s with regard to S. 789, S. 1809,

',:

Re Government patent policy and
and S, 1899,

genator Jcarr L.,:MCCL~LL~.::N"",-,... ,',
Oha-ir,m,~.-' Sen,a:tf!,".uq,itJiary,Subco1Jtmittee on Patents, Trademarks (ind Oopy~

rights, U.S. Senate Office Building, Washimgton, D.O:
(Attention of Mr. StepheJ;l,l;*...Haaser.).'

Sm: In view- of the hearingavbedngvconducted by',your:strbc'bmlhittee',arid'the
Importance.of.such, ,p'r;op,o~ed.legtelatlon :touching: '9~ .:,G()v.e:rnm~llt.part~~tP9licy,
I. should .Itke to: :,submit"to,tlle: .subcommttteefoe ,iIlqll,Isij),n ;in"tbe: heardngreeords
the views of: the. wri~er: a~,}cbair;man of ,the,legi~la,tiY~",cP:lllmittees .of.;potll, the
Connecticut Bar" Association (Patent, Trademark, and Copyright Section)" and ,
the,GQn,n~cticutJ;ateIlrtLaW,Ass.ociation.. ' '. ' __ '." '.' "".';'.' .. ' .' __ ,".'..'. ,;' "."

If a,ny,-clarificatipn,pr dlscusafonde rdeemed ,nece:s~ry,·o"1',', ~~visable, )dndly'
Ief me.know, "

Tllft::qkYou. , ",", ".',:;,'
Respecffultr subm'itted.

speclfle research -authorlzatlon. :bills, that are: contradictory. to the .gutdeunee Bet
forth in PresidentK:E!IIl.nedy'ss~atemenk"-. : ;', ""i: ,:., ',_' ',', '~

Many: -prixate .flrms .auch. as ,OU~_ .are, willing; to- utilize their background- ',of
knowledge, and .expertence i.on "Governinent~spo~so).'#l,research projects. without
profit. "The most, rapid-progness.In.sj.l~h,proj~cts.. Ie .usually-made when- company
aclentdats .asslgned ,to:)t .are .able, to jdraw freely; >P.H: the. background knowledge,
the companyhas .accumulated.over. many; ·year~;of:exPerience., '.,The .Government
age;Q.cy is thus able to.,obtl:l,in.themost:fo).';tl1eir:research dollar.. ',._," --,_, C,',.;>'

,Th~)nceIlrtivefor,ft"c.onipaIlytt.o;unde,J;'take Government-sponsored .research ,will.
be: dlmlntshed greaJIy. if",th~",priceo:f; contributin,g,_:itiS' .apeotal. competence,f.s.'the.
the requirement, rt;b,~t:,it:m'QS:t,give"the, -Government "exclusive" title' .to .Inven
tfonsiand. technlcal. inf(~~Pl~,tion,.developed.zand imade -posstble by" mtlltonsrof
dollars 'of previous company ,in:vestmeiJ.Linfa¢.Uti~,s ;and' background-research.
In our, opinion, Governmentvageneiea.wtll ;flnd i:t., difficult to •obtain; contracts,
for .researchJn many-cases i~;thi.s requires :rtp.e ;coll'tr!'lG-tor to place ill':jeoparclY'
hl,s;propri~tary;p(}sit~l}n."" ," __ :, "" """""" ' "". :,':,

.I do not Intend to iD;lply! from the ,foregoi]lg thattlle, contractor ahould a~w.~y.s'

acquire title, ~o,inventions.,.""Thereare situations .'ViTh.ere it, is', reasonable that
th~,GovernmeIltshouldacquire.tttle.. .It is·esselltift~;:thatGovernment, adminis
trators be gi.y,e~ ,flexiqility to meet.fhesa.ajtuationa without-adopting the, ttne
policy. throughout. ,8,,1809 recognizes this and .we. are .in agreement wtth.rthe
principlesitsets'for:t4,. ;.':-:::,- ',>": '>:f;.< >,:' .'." ,"',' :;:"";::'L

Certain aspecta-where. ,S.,18()9.cemld ,be.cll1J;~fi~d '.Pl1ve,been pointed ,ouL:by
witnesses at the .rec~nt:bearing8:befor~the: Senate :Ju4iciar;y.Suoeommtctee, with
IilllnY,·of .. which, we. concur.. For: example, .the ,se'<::p.on" on compulsory .. licensing,
section '3 (b) (4), would be improved, we believe, if the reference to :'~.'r~,ason:
able .ferms .and-condttrons' were ,amended: .to., include ':':and·. at" a l:"'eas,onable
r{}y~lty. "However,· it is '.not, my ..ptrrpose at, chis .time to, review. these. .sug
gestions in detail, rather" :the:y,should be left totbe:coDimi-t~e,eto.declde .on, the
basis of the various reCDmmenclil90nsmade bYindu~h:y repreeentacreee.

1:believe that S., ~809. provides,:lt .proper .bala:p.cJIlg.of"priv~te and. publtcfn
tereata... It will meet the Go:vernmeILt needs "while ,furnishing areaeonaoie i~,
centive and protection of:proIJrietary rights. to companies. able tomase areej
contrlbutton co qa-yernwent. research p!"ograms.' ,

Sincerely, ' ' , " <' .,,:::: .... ".' ,,': : ' .• :--'
, ' A. H., BA'J;CHELDER, Presiden~.,.,

:\".'-" '".,',,-,-,,.j":,,':__'" ,":, ','''" ,:':J,,,,;,:' ."",:':.: >-" : :,<>:,":':,::J',"",'",': <,""';'" i ,"'-': .. ,,,,':,:,,:
This is 'the prepared statement of Anthony P. DeIAo',;.!p.rJncfusion in .tbe record

in connectlon wtth tp.e,;llea:rings on... So :189,J~. :l~O~, an,d.S..<tf399-. :, " ,,,, -.':' ','.:' :
Anthpny ,P., D:e:yio-is:tp-ec:1iairm~~ of the 'Leg.islatlye. Comlllitte~" of ,We J?atel1t,

Trademark; aIJ-d.CoPY:rightSectioll:.of the'CollnectkAt Bar. Association a's .well
as the chairman of fhe Legtslattve-Oommtttee cr.theConnecttcut PatentLaw
Assoctetton, and. submits .thts statement, on .behalf ,of. b,oth :associations, not to
mentionva~iolls and Bll,ndry inventors.-andcorPQr-atep.~te1i1t owne~s.
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Anthony P.DeLfo'is erormer patent .adviser (jf.:the' OrttcectNavat 'Research,
U.S>'Navy Department.c.and uiow the, senior 'partner, in: the firm of ,DeLio &
MontgOmery,NewHaV".,m~,;CoJ;lD-. __ ,'. __ ._._-'. _,' ,',"" __ , __ ,',,, __ ,"

,The' Federal Government'a.patent-pollcy' -will hav~"farRrea~~ingeffectslip:<:in

the' economy -of"this' 'coUll,try" dn the. years to come ,'and :the~eforeany .legislatdon
touching on this area shollld.:becarefully construed-alld,considered.-Accordingly,
the-9,ongres~ UlUS,t ada:ress -it,s,elf' to the· question of· th~ -q:0V-erllment's;"pateIl:t
P(),liC3':'Witlp,\,ell rea,solle<l crit~ci~mandunderstandii:l.g;;· _ _ __ " .

As' one begins an -investig~ti_on i;ntothis _ar~i-two; policies: are. evident.' ,:'()n'e
policy is' the so-called title"poUcy~wherein the '(Jover-nment tak~s,title..to'~~l
inventiolls developed with or asa result of'.the e,xpendit1:Lre of'G~vernmen~'funds,
':9'11i1e ..the ,other policy' is th~ 'so~e~11~d liceJlse.·policYi',w~erein::'tlie.G()verpment
ta¥e.s' a license' un~er.the,'particularinvention;p~tent,or ,pa,t~nt',apJ.J:Iication,
1eaVingt1tlein'the~ontractori .. '.. '.' .. . ' "" <[,!,' , ,

BACKGROUND

One of the 1argestGo:iernm:~~tcomPlexesinvolved:in'researchand'development
-Is.the Departmenb.of Defenaen.; In .the past-dt followed.a Itcense.poltcywtthtbe
Government taking title only in those cases where the: national securttvwaa
a .tactor.: .,:Even.when,thee,DepartInent,of Defense" dtdcnot rtakertltle there was
sufficient machinery available to' delay .the grant 'of, a -patent-to- a: contractor: so
as to ostensibly :lkilH' the';~t.ent,or,de1ay:itsgrant~to:a,pointwhere. oncegranted,
[t hadno uaefulIlfe.. ;;: "i,:;,"~n{,';:--,« i<,,';:,'l !i';;:'<":>'-

Perhaps starting with the,Atomic.,:EnergyAct,of ,1954,therewasa'changeAil
thinking in .connectron .w;ith.,:Government~sponsored,research '. andcdevelopment
programa.. l?Y certain ::provisi.ons, in this: act.; .v-iZ" sections .. 151,- ~152, -and 153,' the
Government would retain title or be vested with: title. to .all. inventtcna.ueerui.m
the, utlization .of special,nuclear.materlaj.or atomic, energy" in: an, atomic, weapon.
The, Space 4.ct,of. 1f)~, ccntatned provtstons.stmilar-to the' Atomic Energy'.Act;
viz, sections 305 and 306, whereby the.Government. could-take- title to, inventions
developed with .Government•runes. .. 'I'he ,SpaG~iAct. dtd, contain: SOIne: measure of
flexibility,·.as: to v the .vestirig;ja;Qd" :takiIlg 0:1:; ti.t~e; .at., least .asdnterpreted ", and
admtntatered by the Space.AgellcyJodate'i." "",- ": .. -..« "'.';'·'<C:'i::> i"

Due to the,l~gislative1!rogr.~})lS of the:1,ate:SeIla,t:o;r:~efauvl:l:r.a,n!l.Senator,Long,

as regards Government patent policy, the late President Kennedy issued a White
House policy statement in 1963 setting ;f9,rtb.:some guidelines for the Government's
policy as to patents. Essentially, the policy statement specifies that the poltcy is
established'ferall.governmentalagencies with respect to-Inventionsor-dracovertes
"made. in the' course' of or: under any contraetor-anv .Government agency; .but
subject to 'specific. statutestXsuchJas the" Atomic ,Energy, Act ': and the: National
Aeronautical and. Space,;Administration-Act) "which;'specifi'cally :provide"for. 'the
disposition orpatent.rtghta.f..

1.,Whe~e .tha.prlnclpal i purpose-of-the contract.fa to create", develop": 'or
improve: (a) .. ·pr-oducts,,(o).;procesS(es,' Or (.c),.methods·whichare.intended>for
commercial use by:the general publlc..at;nome or,Jtbroad" .or.rrequlred.for- such
use by governmental regu1ations;:,:,.--".· :;:"!li.: U]

2.. ,Where. a-prtnclpa'l: purpose. of thc.contrecu, is: 'for'the':exploration .Into
flelds.whlch .dtrectly, concern: the 'public.health .oc-publtc -welfare ;

3... (:a) .wheretne .contract is in',:a·field,,:of: 'science .or: technologw.Inwhtch
there.has :been .Iittlestgntncant.expenence. eutsfdenof work funded',' by;i the
Government, (0)· Where;the .Govemmenthas-been ':the:-:principal developer .or

,the.field;, " " ",' .. ' 'n _n ....... ':::r:- __ " '".. '., __
4. Wl).ere::the.se.rvi~es",of, .. t,h-e} contract., are. [( (1,), :for,,: the.voperatton ;of,' a

qi:n:ernment~owned. research .or, pl'od,uq,tia:uJacility; ,pr:" ';(0) .for coordinating
!1nq.4~rectingthe workof.oth,e.r.~.~,;.., " ,:.: :' ,j'; ,i.',i·..f , ':"',',' ,j ' .

.. .Under such.ctreumetancea. the :Gove+nment~hall-normauvacoutre the, principal
.or exclusive .rights throughout .the.wcrld ~Il,an!lto:a;nyjnyenti.o-nmade.","" .. ,

In exceptional circumstances the:co:ntJ,"actor:·ma,'Yi.acq-qir:erights'gl'eater .than
a .nonesctustve.ucenae if: tbe.beed.cf.thedepartment or; agency ,(with- which -the
contractor .~s. 'deallng.) '.; ~erti:fi,e~ tpat:, the. grant, of ~ the .prtncipal.or. exclusive rights
.tQ the, contractor, .wm 'bes;t 8~ri':e;tll~ p;\1blic ill.te"re~.~'i :',., .' :." .",""

'I'he White House ,PplicY.st,ate!llenyalso spec~;fi?El; that: greater mghts may.' be
itcgllired by. the :c().ntrfu;~tpr.~(,~~t ,is,grea.t,er: r,~g:l;t,ts,:tp~p. .a.nonexcluslva.license),
if, after the invention has been identifled,the invention (1) Is-not a primary
object-of the contract and (2) the acquisition of such greater rights is necessary
to call forth private risk capital.
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, .In another .sectdon.of the.policv.statementIt ts.statet that when .two or-more
potentialcontractors are judged-to lrave presented proposals of .equlvalent merit.
their willingness to grant the Government the principal, 'or exclusive right in ,the
resulting Inventfons- will' be,an addttional factor :in~the evatuatdon. of .the.proposals.

;The ,p()1icy: statementspecfflea. tha t where,the''PUl'p()~e,o;fthe'contract is. to.butld
uponexiatdug knowledge .oraechnologv f(m use ,by the;' ,G.ov:ernment and the work
i8.,)n, a :~eld9f,technolog;r .In "which::,thei eontnector-nas .acqutred.ctechntcal
competence (know-how, exp;~rience,._:patent AAsit~o:;n:),,_·,~'l1e,:contractol',':s4~11,nOl'~

mally .acguireprinGip~} or, "exclul:liv~<rig})ts .tl1;t;qp,ghput .the world .with. -the
:qov:~rm;nent acquiring. ,at .least an Irrevocabta.nonexctustve ,r:oyaltY~free license
throughoutthe.wor'ld fo:r;govern~elltalpl1l'Posel3":'- ,:: _ . '.'
'If ,tl,1eprinC;l.pa! ,exclusiveright~)~},an i ll 'Vept:io,ll 'a r e retained by-the contractor,

(L} thecontr~J.()_r must .agree to,.,pr,.9'vide W,rittep,,;repo,rts at-reasonable Intervals
upon request by the Government agency on the (]QWYJwr{~tp;1'..lli?~>t4_aJ),~,:',W:ing
made or which is intendedto be made .of-the dnventaous and (2) the contractor
and his licensee or his assignee must take effective steps within 3 years after a
patent has 'is8ued0ll~the invention'; .,tobri:ng the -inv~llti6h.to a point or-orne
tical.appldcatdonor In the .alternative make .the invention- available for 'licensing
royaltY'freetocompetitors.:\,i:-' .; '(,'::': ,.,.:."j ,

Notwithstandtng.tthe-above.. where 'the, prructpaf.orrexctustve "rights' are cc
'qutred-bytthe' contractor.athe "Governmen't-shall have' 'the rtgncto-requtre the
contractor, to Itcense another-on' a-nonesclustverovettr-rree basis:

The Federal Council f~r Science andTechnology, in consultation 'with',the
Department-or. Justice,' has been-commtesloned-hinder __ this .White 'Housevpclicy
statement to .report- annually "orr-the. '~ffectiveness·.Of':'the.policY·B:lld. a" pafellt
Advisory-Panel-lias 'been established' under the;'F~<leraFCouncil'forScience:a1~d
Technology to work out the details; ,

In the . 88th .and: '89th· Oongresses.. ·SeIUltol" :I:,Ollg-: was succes-Sful"iil 'uHitchiIlg
-rtders-to severalibilla'; viz:, :;t~e;.-AP'P1t'lachia'. bill, and '~,thers, 'whleh .rtdere set
forth'a' title patent ,policy for th'e)Go,,~ernin~~t:,::·;iI-.: '",,:: ..... 'c"',:

I:tl"recentmonths,the:pro.ponents ''of',the -title:'po1icY'hin~e.cited,:v:ariol~::;"ahuses
:by: thoserdealtng -in patents; viz.~·· the PK.u~ituatiO~'and others,,in aneffort to
gain support. for~urther ,title,policy ride~'s"andI6r'~1l'e"adoP,tion, of an overall
une-poiicy, a's Tegat;<l~'G:ovel'I,1lU,e~f~!;l-.a:r:tsed~,~<~S~'~:l·,C~"andc1~y~l~~~,~n~f

',r''-T'FIE: 'I):rALOO'; .

.Hlstortcallv, 'the -patent Sy~t~~ 'has·'~rCiv.en',iti>nwOl'lth;i:espe-cIallY'-iil' those. na
fdona -where -the .uuderlytngaeconomg:is: still basically' freeic Those who .accept
-nds vtew-rccttnnt-tbe .adcptiorrt or-a. title. policy .wifl. weakell "the patent 'system
wlth.Jts-attendant.dll 'effects-upon thetecouomm'aud .theNatlon as .awhole.: As
such, any change in the policy from, say, the flexible.i'Uepartment ot-Derense
(Llcensej rpoltcy toa tdtle.policy musf.be':carefullywei'ghed,'and. aiinly.zec1. In
addltionr.until the .proponentsorca tttlepoltcy. carr guarantee.nodll- effects 'upon
the-economy. and,' more-Importantly.' upon. the Inveatmentzof,' rtalr-capdtal; there
should be great reluctance to adopt a so-called tttle poltcyi ".,

In, .vlew ·-of .the foregoingvr'one. .bas~c 'questi~n'" that:sll,ould:' be' 'colisid~r,ed is
whether or notithe 'Governmen,t;-needs,::title·in·order ·tosatisfylts: needsor re
quirements. 'Since the Goiermnent':ls:Ilota .m~anufactureri,·since',the: Govern
ment.doesnot make it'fi::1JOIicy' to 'license:inventi(5ns-:forprofit;:si'nce'~~he~vern
'mentthas -atlirriited ;sta-ff-cf-pateutcspecialista -aridrsincetthe Government bas
little expertise In evaluating inventdons from a eoD1mercial etandpoint.tttwould
seem unnecessary .arrd- i~<lyisa'l:lle-':Eo:r :the' (}0'Vernment,~otake title.i:oinveptions
developed under Government~fina:nced;'resea:rch"anddevelopment. I)r~grams. So
long as the Government obt.~insa licenseunder' the'inv~ntion in <Iue~ti0Il;.itand
the' public :interest:isadequate~Y:'protecte'dl.',TJ;le',re'ason -is thatthe:c-{)n~~actor
eannotsue'Governmellt ,'conti'Il:~ol's:~oriIlfl'ingemerit 'in view' of ttnezs,' section
1498, 'oftheIJnited'S.t~tes'0o.de;iwl1i~h st~~_~~l.:' ~,

!'Wheneyeran t~ye~tio~ desctib~d:h~;aUIl' :C'?..ve~edby'a ·.vatept,:o,r·the',.Pllited
Fltates ·'is used 01' ··manufactured'bY,or ,'~ql",',the:.U:nit~d_~',tat~s... withot1t ·1iceIl~of
the ?,wner ;thereof.or lawful, tigl1f.to'. use' 'Orhianlifactl1~'e,:the" sflIp.e,.· the.6\vn~r~s
'remedy shUll be by.action. agai-~st: th~ Ullite~':'SeateswJlie ,'{Jout~ o;f'ClnimsfoF
-th

lOl
'recoveryofhi~ reasona~le:aind.'enti-i~c0I:Opel\sfl.tiiyti fo1":8u:l:1: :t;lse ·and Inmlu'w

factui~e; * >1= .-'*" . , ", .. "",,'..,
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Since the Governmerrthas .a lice;u,se, .the c04tra,c~?r,l1[tyin~ title tqthe inven
tio~ cannot proceed ugalnat. the Gose_rnme~~:.In corir~c~i:9.4,;Wit-~, f~~~ in;V,~,llti?~ in

'question. " ,' '-.. .. ......' .. >' ,:,,_ : .. "'0"

On tile other handc Ieavlngtdtle In the contractoretunulatee the Investment ~f

risk capital. to develop the,' invention, cornmerclally, be~ause the-contractor has
an exclusive property right in and to ,the invention. In additi?ll, the contractor
is incltned rto .seek and obtain as much foreign patellt protection ,as}~;_~o:m
mensurate with the. invention's field of use and the Gontractor:s.fQreig:p.:ente~w
pi.;ises.-"" " ", _0'" ' .• "._.',., .". , ..•·.L,. '.'." ..... ". ,.'"C;,,' "';,"""',: ':",

Accordingly, it is appropriate to reflect at this junctureas towheth_er or not
Oongresa should enact legislation all(l~more Importantly, what type of.Jeglsla
tion should be enacted. In, addition, rnight ft not be udvisable to wait for reo
ommendattons from. the recently. announced .Presidential Colllmission, to ;Study
the Patent System, before enacting legislation which will have far-reaching eco
nomic effects., It is submrtted-thatfhe Congress ought to "take a,milll~te'~ to
weigh its, rasponsfbiltty to the ,Natioll tn.conuecton with this matter in order to
best s,erve the public Interest. ' .

PROPOSED, LEGISLATION

'I'here are several bills pending in the Senate; viz; S. 789; S.1809 and S.1899
iJ} connection with Government patent poli~y,and ItIa Importantthat-these bills
beca~eftlllyYiewedjnlightofthe above~ .. ' , ,'. ,." '... ..... ,'
"To' begin With,S. 1899 (Senator Long, 89thOong.),prescribes aninfiexible
title policy, Which takes title where Government funds are expended. Regardless
of whether the Government needs-title, itm1Jsttaketitl~U~de~',S.,1899.,:As such,
the policy prescribed by this bill is not in keeping \Yith'the underlying ba~is,of
the-Prestdentlal policy statelllellt,. nor Is It, in. keeping with the' best .Interests
of-fhe public; When title to an Invention-vests .in the <*?verumE:!nt, ,wliena
patent is taken out by the Government, and when the inYent~:oIl,~lld'I?atentbecome
avail3:~le, royalty free, or otherwise, on a nonexclusive- basis' 'to' all;' little'; if any"
risk capital will' be invested to commercially develop the Invention In queatton.
In addition, since the Government' is' notcinvclved in the business, of world
trade as an entrepreneur, there is .1~,tVe"ince~tive for,it, to take out patents in
other than this country; 'As 'such, -there'cfm 'be aIoss of '(patent) protection to
thepnited States as an entity, with. its ,att~Ild.a~tloss .. o.flic;ens~~g reyell,ue,. which
,l?, a gaIll/or the.competltton, . ,Accorq~,IlglY,'such '3:JitlepplJ,cy,j'i':.qulcl,J,";,elega;t.e:)l)-9re
and more 'Inventions and patents; tothe growing, gra"~Y:llrd'()~',(}overn~ellt';,0'Y,ued
inventions and patents. ' . ' , " ", ' ' ,,(I'

As far as S. 789 (Senator,Sftltonstall,89th Co;ug-)alldS. .18()~ ,cSellutol'
:l\fcGh:pan, 89th Gong.)al"~ conCerll~cl,,these,.billsll.re ostelli3iblY,.;c().rrtPl~qlilis~~
between, the title' and license policies,' but prescribe in reality nO'nIoi:e-'tha,l1' a
sugar-coated title policy. ,..'," " '.'

Anyone familiar with the workings' of large corporations or Government
agencies is keenly aware that only on rare occaslone wlll-the admtmstrutor or
his aid give up title, to aninyelltion•. based upon th~c,l'ite:r~a, setforth ,in,'tp,ese
bills. Once the Government' has 'taken title, it'will,become,E;lV~::m:m()r~di~cUlt,
forthe contractor to get title bl:!-ck.,. .: ' ' , . .",;, "~

In Senator Baltonete.ll's bill, S. 789, machinery. is set .. up for. the .co~~tI;~ctor to
get -title back; but in each Instance ju~gments[lrenecessal'Y:Whicl1"W9uld,:t3:X
th~powers olf a Solomon. .ACCOI'~illgIY-,.'tpe .net, result 'ofthe Salt.oiistallbiUwill
be .that "the Government would inyar~abiy take, ttne.nndIn sOI:Qe rewnisrnnces
MiliOl might revert-to the,contr,a~tor:' .' '. .:' ,,,.' ",,, , .

The same applies to Senatorl\fcClellan's bill, viz, s~tion's,,4[ln~ .'5there.of.
,As S:llch, none 'of <the btllacurrently before ~be:Gollgress 'fW,s~ess~,s,.the,fI~~i7

bility' of either the Preldentlal policy.statement qr Jp,e"pep-ar'fme:nt, of,pefellse
policy. ' , -' ,

OO,¥M];1'fTi;; .A~D,Cql'W,LUSION,S

Under Department of Defense policy, the Govemmentootatns ali'cense under
all inventions developed as a 'result of Goverlllllellt·1in3:n~e~researc.~:anddeve:l:~
opmen~ progra:ms. .Ifa pcllcy is ',ad.?pted' 'IThi¢)i' fs,pr~~ti'c:ally'ol':Q,Ste'ns}blY',3.
title policy, it will drive many 'prospective' contractoi;s"with the "deSired"li~d

nec~ssary.expertise out. of the .buslneas o'f,(}oveFl1~e:Ilt contra,cts, .. IJ;l.:~di:ution,
tnose wno continue to seek andobta:i~l"~()v~rIlIll"::~k:co~:tr~'ct~,:Wi1rbe:~ltl'efill to
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keep a .Clear .Ilne of' -;dernafC~'~ioh' -between.:-corn.p~nY~siJorts6red and Government
sponsored research programs. When research is to be conducted in an area
which is sensitive as COncerns Government patent. policy, the contractor will see
to it that no Government funds; are used in an effort to' avoid any question of
tneGovernment's title to antnye,ntion or patent. The result is that the Govern
ment witl notend up with a li~ellse-it will end up with nothing. As such, pro
curement .by. the,Governm~nt will be subject to,' 'an increasing percentage of
propletary rights,which are unencumbered by Government licenses, with the net
result that the .publtc interest will net ,be. b~st_serv~d.:

In view of the foregoing, itis suggested that a yoliey 'must be adoptedwhich
is flexible enough to 'give the GovernDlent tit~e in those instances where 'it is
necessary for the, Government to have title, but which first resolves the doubt
()( title In favor of theeontractor,reserving to the Government a royalty-free,
'irrevocable, nonexclusive, worldwide ,license.

tnjm effort to meet this chanengaend fo satisfy the requirements fO,r<a
practical everyday policy concerning Gcverriment-spbnsored research' and devel
opment, please find attached hereto a 'l:lilr,,:,hich' has-been approved by the
Connecticut Bar Association andthe Oorrnecttcut Patent Law Association. In
many, respects .tbe. propoaed.bllf. is, similar in tts. tone. and '. approach .to the .btlls
ofSenator Saltonstalhand: Senator McGlellan. " It Ieaves title in the contractor
'with the Government 'always Obtaining a license and, provides machinery, ana.
procedures .whereby ,~e ,Qq-veJ:'nmen,t ,!ll~y~ take.Litle in, order to beetserve the
publlc.intereat, viz, ~h~:publicp.eal~h,:sa+etY"andseGUrity. , '," ,- .", ",

It is respectfully urged .tnat this subccmmlttee and the Judiciary Committee
of the, Senate giye ca'refu~ consideration to the question of Government.patent
policy, and the proposals.ibefore.tthem and that"each member pause "just .a
minute" ,to ,illl'lure,to ,tp.e pUblic",th,:it its interests will, be best served by any
legislation :W:,be,enaCtell.".-;'

:R;espectfully;~u~initt~,d.

I~,;~#f, ;Siri:~ATE:6~ iX*~U,~l~~I<fhl¥E'~'

.'~' BiLL To. p'resctibk;;~'.ri~~io:nai 'poliH.-with'J!~ect\o'the det~trdin:ati6Ii' ll~ddisP~~iti,bn 'of
, property rights to:jn'ventionsniade' in the .course 'of expertmental, developmental, und
;"research work conducted under .eontracts.or arrengements ,with the .United •States Gov-

ernment; and for other purposes.

:.>Iit.i-'t.en:aoi'~a b'~, tj~,~se~Jte',ati,d':Iioille:iJl ~:Re~r~~,eJt,i(itive8 o(:t1i~ Utliie'd;St~~~8
of 4'fn,6ri(XJ;.in.oo?igre88 ~88emoZ.€1a;, Tha~ this,A,c;t, maf be cited as the "Nat~ona~
Inventions Act". ," ' '

,DEr;:~NI'l:I,ONS

SEc<2.A~us~dii{tl1,i~AcS' c<,,' ;, " '.:"":" ' ... :" .. "'",','

',(a);'~e tenn'~executi'v.e':i;l~partment",tnclud~l:I,anyexecutive or military de·
partmeut or tne Unlted'Statesl" . '""j ,:, .. , ' , .. ,,'

(b) ~he term"agencY"~enotes any)ndep,endent establishment in the~xe:cu~
tive 'branch of 'the Gov~riJ.iaent.-'the.q?yernmentPrinting Office, the Library" of
OOllgre$s,'and any wholly'owned,G()ve:rnlll~nt:,corporation.,. . .. ,;'
. (c) The term'vhead" used)ti'conjunct;~on:,w~thexecutive department oragency
denotes-the head of such exeeutive departmeritor ,agency, except that the gecre
tal'yof Defense shall be the head of, tl:1e,Depart,J1l~mt of Defense and of .each
military. depai:tment~l1ereof,and ·,in.t1:l,e caaeof .an~; authority, commtsston; or
other agency, control,ov~r :",llicllis ,e__1::el':is~d by more than one tndlvtdual, such
term means the body exercising such control. '

(d) .The term "contract", I!1E:an~, .any .'. cOBVa,c~",~greement, commitment, or
understanding entered into between' any' executive' department or agency and
,any .other .person;for,) tb:e9,cqui;sit~o]l' ,of"llny: property or .the performance! of
services by oroll" bel;19,l~,:of, ,~ny;:exel::utive .department or agency. SUch term
includes, any assign.nl~rit'" slib~titutioll ;of parties,::or subcontract of any tier
entered" into oxesecutec. :for or in .connectton wtth the' performance of that
c~:)]~tr,act;·"..,: ,",'-' ,.-,':":,;,, __, :'-:"""'''''',:':" ) ":,:,', "," __,';'<"'.,- ' ....,;'::" ",:""".:: .- ".',, __ :,,'_,';
1 (~), The t~rm ."per,f$on" Includes any, ,fndi~,~dua~, corporation.ipartnershfp.. firm,
association, Iostttutrod, or other legal entity.

(f)'The term "invention" means any invention, discovery, or improvement
which appears to be reasonably patentable under title 35, United States Code.
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SEc.. 3. The Cong~~'~s;'he~~b-Yd~i~~~~,l't:to.be-the,policy :of-th~ United ,St~tes
that~

(a) .macn contract _entered, 'into by, 'an .executtve department '.01'- agency -of the
United- States and- each .subcontract-et, all: tiers thereunder,-which has ae one
of its purpoeea fhe .performance of,expeiinl,ental;,developmental; _or research:
work, shall contain provisions prescrtbed-byauch executive.department or, agency
governing the disposition of property :rights in audita .Inventiona.made hi, the
performance of such work- thereunder: Said -provlslons shall' state ,,' that: the
contract is-subject to-the terms and condftions .of this Act. Said provisions shall
grant to the Unlted Btates.a proprietary interest greater .than that set forth
in subsection (b) of this section in:any tnvennon.nrseconcetvco-or reduced to
practice in the performance of such work: where: a determination by.the pertinent
executive department or agency that the ouultctnterest-requtree that-the-Gov
emment receive a proprietary·-interest'greater:'than .thatser roetntn. subsection
(b) of this section. The determinati-ou'cof::whethel"the'public .intereatwfllbest
be served by Government, ownership. of, an.dnventton .developed. under: a: contract
shall be based upon such factors 'as whether the contraet-c-

(1) calls for 'exploration, -into .flelds which 'directly concern: the public
health, safety 01" security and the Inventions lfkelwto result, therefrom would
be useful directly in such'flelds.: or

(2), is Intended-to produce.one-or more.end Items-the-use of,which is likely
to 'be required by .Iaw.In.furtheranceof the.publichealth, saretv oreecuratv.

(b) .&S to those-contracts,' not :wdthln .the-.pur-clew of "subsection" {-a),"there
shall 'be reserved to the Untted-Btetee-fn.call tnstances ran drrevoeable, non
exclusive, nontransferable, royalty-freeAicense for the' practlee-throughout-the
world, by or on behalf of the United States or by any foreign government pur-
suant to any treaty or other agreement-With the-Government of the United States,
or ,for the Government, tor govemmentajpurposes, of each such invention which
results from perrormance-of euchcontract. '. .'. '.' .' .' .'

(c) Acquisition 'of the rights·'.specifiedin subsectlonjb) of this section shall
be. deemed sufficient in all cases for the' protection. of the' public interest, so that
additional rights shall not be required by any executive department or ageney
except upon certification by the head of such executive department or-agency
with. respect to particular inventions :that such additional rights .are required
under section ,6 h~eof.

(d) The acqutsdtlon of:a proJ!rietary Interest greater th,an that set forth in
subsection (b) .of thtssectlon by the Government to 'an invention shall be subject
to. the reservation of ~n Irrevocable worldwide, nonexclusive, ro,y'alty-free liC'ell~f)

to the contfactoe und .t()it~ e:X:isting .. and ,fJlture ,ass0ci:at~. andefflliated :Gpm~
panles, if any, which license 'shall be' assignable to the SUCCessor of, that p~rt,pf
the contracto-r's business to which ~'1lCll tnvention pertains; ,

(e) Subject to the provisions of subsection (b) of this section, 'an executive
department or .. agency lllay, whenever -a:<:!Q~tractprovides'for,the.taking·'ofrights
to, an invention,:by .. the .. United States under suoeeetacn (a) :ofthis .sectton, waive
tile rights oftl:l~Vnited.,States to.suchinventlon at any ttmeon such terms and
conditions. as maybe .. determined to be in the .best tnterests.or.tbe, United States'.
Waiver,shall be granted tmder,the,foUowing crttena : , .'. "

, (1) where the contractor .haa had aubstantlal experience .and background
iuth~ field of .technclogy .to whlch the Invention per-tains. and.theInvention .
would have been a probable result of acquired skill or,e:x:p€f,J.;ience.;;"",.

(2) where the invention is a natural adjunct to other inventions, the
patents for which are owned bythecplltra,ctor,:and·,vyhich;in the course of
time would probably have been developed by the contractor;

(3 ).., where the .Inventdon. .ts of .such. character 'that .Ita 'commercialization
would dependupon.speculative tnveetmenttoa substantial-degree of.a.Idnd:
ordinarily factlltated by.patent protectroni. :,: ,"

(4) where .the .invention haa-resulted from ct l1e continuation .of -develop- '
rnent work In.whlch tha contractor has .Invested amounts whlch are aubstati
tial ,in comparison-to .amounts allocated-to. such, development!by the Govern
mentunder. the contract.; 01"'-

(5) the invention,has beendeveloped.tby__ a sman.bustnese eoucemwttatn
the meaning, of section .3:of the -BmallBustneseAct, whose economic welfare
and, competitive posttlon.would-beenhanced through .aemtettton of .tttle to
the invention.

54-400~65--pt.2-----1.
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must: be.-reported "iIQ.lll~lJiate.ly to the" SJIrgeon: General. ,When: .thts .is,d0ll,e,
tl,1e.investigator ,receiv,~,:by, return .rnatl :,anoutlinefor inVention· report,
consisting of 18-questions:and Included as exhibit 2 in ,the:GrantsManual. I
personally: have, received .sueh a questdonnatre. If j . were, to, answer it, hap"
bazardly, I could doso In half-a,daY;·,if :1,were co .answer it ina really proper
manner, it would take several days. Only urter the investigator has filled out tnts
questionnaire and .returned "it to the NIH _will the legal :.staff of the NIH
decide whether this-material is patentable, regardless of whether the investigator
wishes to take out a patentor even.whether he considers the material patentable.

·1 maintain that this procedure is notenforceable and wouldhave preposterous
consequences if· any ',-attempt were madetoenforce it. ,Of :tJhe several thousand
NIH grants, a~t 'least 50 percent are certain to coneem.some anvencton ordts
covery fallingwithinthe'definition of NIHfonn·PHS 3914>. ¥~ of theNIH
grant's will contain s~veraLsU'ch'lnventlcrrs or discovertes. ",A:mong the grants
in chemistry or rbiOOhemis,try, I would estimate cnat over 80'~~rcentfalL wHhi,n
this category.. Any ,'Pll.1teut,l-atwyer wiH ,'Coriifirm; that ,the "questi.on .of "patenta
bility" is, verYdifB-c~ltto .answer and that the: answer depends l~'l'gely?n'One':s
attitude; :Itfone;·j~ mterestedm Securing 'a "patent, aoatent atf-0rIley "ca,n.'!ll~ke
a,good "case .that, ,agi,ven:,sllibject is patentable, "while, the, exact ,reverse,':c¥; .be
accompltshedif .tae-gttomey i1'3 trying .to.prove that a given ~ibj~ct.i.snot patent,
able. One can estimate conservatdvelv th,at, _of.aHchem~ca'lpatents issued,year,ly
by"the U ..g.. Patent Offic~" 150 ,to 70 percent would -bedeclared invalid,ifca:r:ried
through. .the ceurts,.,--tihe'..reason .. ,bei~g: ,precisely:; 'the uncertainty, .' Wh-1ch exists
ab;ou,t"th,.edefinH;i'onof a>eai invention." :I;wonder,whether,the BurgeonGeneral
is ,MYare,?'f,fh~,fact:;th~t-~ny:pateIllt applications are flled.and patents .granted
in; the:.c1l~cal,and.phacmaceuctcal .areaa, tllllt .do not Include ,3lI1Y experimental
w~k;.iat '-l11--::,:,aJJ,.9f ;the'~O:J;k.(ln the Inventtoncr.discoverv,bei.ng.. "paperwork" .and
iJha:t·.s,l1c,n p~te~1;S :are,gp,'tirI4Y;Iegli'l nnder ()u.r:lpre,s~nt,sy&t~~~: .. ,., ".',. -' '".",

W;~t-h;bhis ,in,tfolo;mati()Il"a:s ,;ba:ckgJ;q.und,;;! 'Per~0r'rrled :tlle fplloW'ing experiment ':
j ';1. ~~~~~d'",~if,:rllnd6Ill; ;(lIlly, ,one'JssJ.le ,q'+',a::chl?~'~I.,jq:U'J.;na~~the. April :'196,3
isane q+s/bl1~;JW),};Pf1:1 "of;Org~nic I()he:mist~,aJ;ld then 'P~ck:ed .out all the 'articles
wp-icp "a<:lrno'W~edged "N~H·.gr:ant,!Sl1pporrt .'; "JJ:P._ere, .were, 1.1,. such 'articles. In.cthe
April·issue'., Of ,these; I could select 9n~y,;ihree .(rPP;,;900,jq7:5,,!l,n,d: 1086) :Whi~h,
Lcontd definitely~say:,(lidnot .contatn.ipatentable.matertal, ,Jll;,thr.ee other- dn
~tllII~es,:(pp;:.::~, ,9,45, .and., 1128,),,'an-exceUent,~.a?e·; :'Co,u~d··;,pe",n;lade for. ,patflnt~
ab~lity,.:inclu<ting :a',statEWlentof utWty. ',.. Of.:th.e.remaJning:,p at-tlcles, in 7.·,(PP.
9~" :928,,;942, 964, lW8:,i,lJ_p8,.. 'an(l·p.19) a. good case -could be-made. ~or .oatent
ll}:)il1tYl,lnd.ip 4. (pp.,10.(¥.:,J,915,.:!-()37, and :l~l}aweak 'case.

Acc,ordi:ng.. ;to,tJhe':'l)r.eseIlt. ~I'H ,ru;Les,,·14--i)frthese 117: dnvestlgators should .have
filed an invention record..•. ',llnd:.sl]j})~~uentl'Y,:~nswere:d.-the, 18'questions .oftbe
outline for r,inventipn;,:repo.rlts. :.' .Reckoned. "conserv:ativ~ly .tn ..man-hours, .bhts
would require 1 to 2 months. But the real work would start only when the
NIH 'legal staff .recelved.jthese-documents and .. started' wading through them.
r would estimate tha~ this experiment would have to be multlplted at least
sev~ralhundredi:foldea-chyearto 'cover 'all relevant 'gr-antaand 'that the NIH
would··require.-alegal,staffJWlhi'Ch would.have.to be much larger than the examin
ing :staff'of·the U.K"Patent Office.' Lt would-also Involve-several hundred man
vearsor: investigators'. time .to handle 'aU the reports, answ,ers,,:etc.,and it"should
be remembered that the most producttvednvesttgators are those' wihifu'several
ecllaboratcrs.rwho wr,y: 'likely, have 'many such invention reports each: year at
various .stages o'frptocessiilg; ,;" .. ... " .'. .,,;

To complete-theabove-outltned smalkexperdrnent from 'the A'Prill9631ssue' of
the Journal. of-OrgantcOhemtstrv, 'L'recommendfhat the'iSurgeon General-put
a -member of .hlestaff-on 'the jo'bof'checkinrg. the' 17,grants-to' determine whether
any' inventidii;. statem.ents',have·been .' filed.: The 'chMlces, :are, 'excellelit that .he
wiUfindnone. Tbe'eh'aD'Ces·aTe:poorth'athe'~~nfind 2'<or3and theprobabiHty
is infini,tesimal'tJhat he will find·evenlo--Ieta'lone the eX'pel"'ime-ntaUy determined
14 which: would 'be'required;·~

Does this mean' ·that·- all oftheseinvestiga'tor's, 'are: dishonest; that they··. are
using N']H funds without '.fulfilling' ,r~gufJ.ation~;' '·that they ·'~re'fiI1ngp-aten~s' ,'sur~
relJtitiously? ':Dheanswer'~s.th'aJt ..the <presen~.patent policy .is~ iri1-pr~clical·. and
unenforceableibecause, 'it· cannot he .practiced'"'-'--'-either. Jb'Y' the·· investigators (Who
wou'ld endilp 'having little, time.forresearch'.1!f theY':f-QHowE!-d'~iteraUy't;he'pa'tent
regulartioU's)·.orby -the NI'H::{IWllich".does.nat--.have even a 'fractio]) ·of the' legal
staff' ne'cessary -to ··handl-e:'hundreds' !'of-SllC-h, 'Tepo'rtsanmiany.).. 1 ·'conclllde;
the-relforeithat the~ ,pa't-ent':policy' should' !be' ehanged, before an uproar is raised
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nedtn-eubsectfon-fb) of section Rp,urSuan~:tdthe provisio!iS,of-sb:bsectit)ll'{a}'
of -section 3,' or. that' he shall take, nog;reater-'rights' tha,ll"are __required br
subsectlon-fb r-cf section 'gbecause the irlventiondoes not come within'any.:
of the categories enumerated-in subsectiontar orseenon 3~'S~Chdetermi.i
nation shall be based uponthateriteria enumerated in section 3{a) 'and (e)'
hereof". and _ _",' _" __ ',' _ ".'

(2) 'if -the _executive departnientor agency-head,' determines/th,' tak:e:ori;
behalf of the United SUites' a proprietary interest greater than tha~pro;j

vlded'<ln SUbsection (b) _of section 3, he ,shaU, transmit to the ;'coptraGtor:
written notice of his -lntentlon, which notice snau->

(A) _-specify the -nature -or .the proprletaryfnterest.fn tb~tiiiveriti6i1;

which ,the executive departme:p.t'or'3.:gencY,head,claims on behalf of the'
United Statee: . ., ,. . .,...- .' '.. :' .. ' ... .. '

(B)' state with partfcularfty the basis for belief that, the,United', States
ds entitled under thisAct,totakesllch Interest fn that invention; and

(0) accord to-the contractor, or his duly authorized r~pre:sentative"aIl,:

opportunity for a hearing" condueted purauant to the~provisiOns:of sub-'
section (c) of this section upon the question Whether the United States
is entitled under tllisAct,to take such proprietary .Interest in that
invention. ..'

(b) If no appucatron ror a hearing is made by the.eontractorv.or anzotber.In-:
terestedparty, within sixty days after receipt of notice by the contractor, or if the'
executive department or agenev head determtnea upon the record of any such
hearing that the United States is entitled under this Act to take a proprietary In
terest greater than that provided in"Subsect~on,(bJ or secnona, the executive de
partment or agency head .shau tsene with.resp~t to that. invention a .wrttten
declaration of taking on behalf of the United States which shan-,.., .. :. .' '

(1), identify with particulaxity the Invention to Which it reIate~;and
(2) spe<:ITy the natu~e of theproprietary)llter,est, thereln.sotakenon J>e..

4alfyf theUnlted States. .Such deciaratiollshall be served __~PqIl ~he eonnac
tor orupou his duly authorized representative,:.aJJ.d~"so-py"the~eo~:s,h~lbe
transmitted ..to the Oommtsstoner of Patents... The~~~ti:tiv;e,dep~rt~entor
~genc,y h~ad: sha1Ladvise the .Co~ssion.er of Patents, pro~ptlr concerning
the pendency and result of any judicial revieW()f$:uc,:Q.dec::lara:q.~m.,,':;~,:~::

(c) Whenever any section of this Act provides for a hearing to be conducted by
an executive department or a~~ncy into: ~e,,:question of the proprietary of any
determination made thereunder; there shall -be issued to the parties involved a
notice.of intention to.hold ahearing not-tess than .-sixtydilyg,·after thematltng .or
such.notice. ".. Any·hearing, held' under this: subsection: shall-be. conducted, in 'con
formity with. the provlelona.of :the Administrative"Procedure, Act., ,:There,s,hall,
bea. rtght of fudtctal .revtew, under section. 7: of, this Act .. to .any. decision 'by:, .an '
executive department or agency under this subsection.

f);r';,~ GOvERNMENT i'l;!;A.Il'ENT 'PROTEOTION>;:!A.ND, :USE.'

JUDIOIAL REVIEW

SEQ; 7. AnY person aggrieved! by-"aIly,; cleciaratl.oD., under"sections '4; ,5; :'and,';6
may;: under' the ']federal RUle's'?f~'Civi,l.prOCedu~e/title,28",United-States :C,6(le;;j
obtain arovtewor suchdetermination,:in'theUnitedSta:t"~,C<}urt" of.A:ppeals· 'fo~:)
the District of Columbia or In. the court 'of appeals of, th-e.- UDited: States, for: the"
judicial circuit in which such party resides by filing an application for such
review within sixty daysaftef.'ii6-tic~fof'sli.ch,decHlra:tionordetermnation. Find
ings of. fact mllde. in ,the admtntstrattve prO~,~{ijng, if s,uPIJortell'b:r f?ubstantial
evidence, shall beconctustve." The judgment and'''dec,~ee,.qf,the"CQurt,'sh,all,ll€:
fin~J,:~~~ep~ tJ;1at,~~"s~a,l~ J)-e,~ubj,ect torevfew bv t~e Supte:rt:Le/,qqurtu~n ..~erp:p-
rari,'as provided 'in 'section12~qf,tit~e:~,8" lIni~ed,StM~,'Cod,e; ,

Iii(i:r:IT~'BY }IMPdcA:#~N:'

SEc;'8: 'No rights grante<l:::u~d~r,ariy.tnventton- 'lJr,pateitfoPurs.~<ant,to"se~ti(jn
3 or;'section 5'hereof: shall-tbe.deemedcto 'grant. any rights by 'implicatioI(,under')
any.otherlnvention'orpatentr ' ",.-: ,:~:~ ',,l';" ",,,;' ,

, . ,'. ". ';:\U,d,\' >~, ""':;,:',',l:

'.i 'f!>')'>,";"'-; cnt ,-.;,',:,"!l;: -.",,' .! ::. : -.,;, 'r. so
SEC. 9. (a) Whenever proprietary rights specified under subsection (a) of

section 3 are taken to an invention by and in behalf of the United States through
a declaration of taking, the head of the executive department or agency involved
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c0rripanY!ls"weli'as by'investI1Hmtof capital :iJi -the-huge :Vats 'atid<:6ther equipment
necessary.ror.the <;ommercl31 production of 3,drug. 'by·fermentation and, -of course,
nceswaneme at 'most universities; -Later 'the 'chemical structure and a chemical
inetho(l!f<H"':synthesizi-i1g:, chloramphenicofcommercially'were discovered at the
company. Not only was this the first antibiotic produced by chemical-methods
rather-than: by rermentatron.tbut the chemlcalwcrkenabled .the initial costs .of
preparing this lifesaving drug to be reduced greatly: This is a prime example of
beneficial cooperation .of university personnel with industry. If Drc Burkholder
had had a.,Goverument:grantin,1947 'and the restrictions of S.1899'and 'S."1809
in thelu-present form 'were .m.rorce thls.veiw.Important. therapeutic'agent might
not havebeenmade avatlable to' thepubltc. "

Another"example': of uruverstts-tndustey eollaooration can .' becfound -tn-tne
pioneering drug diphenhydramine ("Benadr·yr~);. Thechemicallwasprepared
by an academic group at the University of Cincinnati underDr.orjeorgeRteveschl
anawas-eenctc .a-pharmacentleal company for testing as an antispasmodic.
During' the general testing of the compound, its very potent antihistaminic
activity was discovered. Today -this dr-ug-Is considered to be the "father" .of the
antihistamines and stdll one,o~ ,the most :pot~ntalld.~delY used of this class.
Once again, a most unusualidrugmlghthave been 'Iost-wtthout dndustry-unlverstty
cO~l:!-Q<l'rat.i9p.·"",:;,.,.",.",,'; "",',<.', ,',,;"" '-c"', ""_",,,

,Literally·te:ri.s,ofthoriSfl.ild~'()f:diabetics,' are, al~Y~.,Joda:y,because .or ,'the ayai~

abinty" ijf, iiLstllin" first' (iiscovere,d,by, .Fredenc}{ 'lJanting,at the '_ Unive~sity, ()f
Torontoand'llladeavailable__ to' fhe public hy'collaboration with an American
drughouse. , . '."",., 'Oo,".,,',' , •. ': " ,',',','",',,',;",,_, , _'

As one.tlna1 example, .oIle.~an,cite ,tlle'spectacularly impressive' record of fhe
So~C1111{~d:-cdrtical li~rinOIuis: ,ACTH, isolate~' by lJiatCalifornia;cortisonebY
]"{~n(ianat the, 1\iayo.,J!',~da.ti()n,,' to mention .two.' Thr0ugh,'induStry eollabora
tion not onl! tllese ,but improv¢l1~~S'ba8e4 on-these earlyleads are now avail
ablef()r,"~~tllleIllt,ofallosro.f.tlis~R;ses~,_, ,,', ",',.. ,,", ,.,

turiiingto the' pre~ent,sit;Uat,iori,: which' tiM,aFisenJargeIY~ElUse,cit' :Festl'ic~
trona initiated bY'~lle. National' I~stitutes-or I-Ieaitli, 'we' find 'that collaboration
i>e:t:ween '. Ngr gral1~es and iI;ldustry' has ,s,ll~.stan~iallY, ceased.. Under. these
re~trictions"aU .,property ril5lJ.~s to a chemotliera,peutic agent, revert to. NIH. if
~tny NIFIfumIs,howeversmall, .. ,a~~'involv:ed., Let ..,us consider a .couple of
eXr!ll1Pl~s •of the, I?lJtentiaI, harm arisin15 from: such .•'restrictions.

'For the' past few' years with NIH support I have J:feeninterested in' coustttuents
of. certa,i ll,plantsas possii>le,th,erltpetlti.c ageIit~:" :Among others w~.have found a
tree, barlrwhich contatns e subsfance.which,.through collaboration wlth a phar
maceutic:j,~ ~rtll prior 'tcJJ963, we have found exerts a profound effect in .Iower
ing ,b16od·p'r~ssT.lre Inantmals. ,,safar we have not succeeded In separating the
actrvesubstaace from ,the other constituents, of .. the, ba~k largely' because we have
had no way' of securing the necessary animal tests since .1963. The ccmpanv. in
question, ill common witllP:raMtic,a}lyall others, does not feel that it can sign the
ove:rly, ~ctiv'e:1'lIH patent:agreements which' must be executed by the, com
pany pr:ior,to the collabOl:ative,:work .•..'. .'::" ' .."

,A eollea,gueof l1linehas.on.his .shelf some.26 compounds synthesized. with NIH
support and ,specifically .liesigned for' treatment ..of hypertension .. and athero
SClerosis, .He 'is unable to get these screened by any pharmaceutlcalflrm.

:The. shoe-also fits. 0ll::the. other- foot. The. .same colleague, also.. bas .on .hts
shelves 11 compounds synthesized,for control of malaria (a. very ,pressingprob
lem now in ·southea&tAs~a,d:uertodevelopment.creesretence to _th~colIlll1lonly
usedlirug::;). ':Supportfor .the synthesis of these. s,ubstances came from, a phar
maceutieaf fir,,?-wl1icb naturally desires to retain. rights to them, but,which has
no ,facility,for,screening"thelll,for·antimaJarial.8,ction. , Negotiations with ,NIH,
which, dQes,: have',f;l1cih Jacilities; .fordoing" the screening, "revealed. that should
NIH screen them' all rights would revert to the Government. ,",' , '

Thtls;" cojjaboratton '. in this ,vitally important area has,been effectively blocked
wtthresultant unfortunate .errects, to -say .the least, on 'the general-public health,
welfal'~,alld's,flfety.,;·, <,", :.,:

In, th~ ,light,or the pl."ecedi.ng·d,iScussioll, mar I therefore suggest the following
modifica,ti0:n,;,ofJhe ,McClellan .blll (S. 1809)·, which otherwise I consider an
excellent ,bill; for your serious consideration in the public interest.
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(e) ~he Sanne watec ConveeatonAct. of 1961,"(75: Stat.,' (28) is .ameadea hy
striking out sectton 4(h};-' . ,,", . -, '., . j'

(f) The Coal Research and Development Act of 1960'(74 Stat.· 336)>;is'.a-m~nded
by striking out section 6. > •

(g) Se¢tion4of the Helium ~ct, as amended by the Helium Act Amendments
of 1960 (7'4 'Stat::918) is',amended by striking .out the following language: "Pro
vided, however, That all research contracted for, sponsored, cosponsored, or au
thorized under ~lltll9rityoft:jlJ,s Act shall be provided for in such a manner that
all tnrormatton," U_Be'l3' p'r()I111<:t:~" processes, patents, and. other developments
resulting fro ill .such:l',esea,rcll "d,eveloped by Government expenditure will (with
such exceptions and limitations,if any, as the Secretary may.flnd.Itfo be.neces
sary in the interest of national defense) be available, to, the g-e:t:Le~41Pllb.lic.

(h) The Arms Control and Disarmament Act of 1961 (7;:;f?tat:.();3:;L) Is amended
by strtklng out section 32.

(t) T:he,Water,Resou:rces,~ear$Act of 1~64 (78 Stat. 329) is amended-by
striking oue eectton.aea ..... .' .,'

(j) The' AppalaChian Regtonal.Development Actor 1965· (79 Stat. 20) is amended
bY,striking'outsectiou302(-d);' '

, .' ,.,' .EFFECTIVgD:ATE :,' :',:', -:

..SEQ. ,14. This Act: shall .. take effect .on the firs't ,day .. of,the;f.olJrth·. monthbegtn
ning after: the.date of enactment p;fthis Act.

p,
~.--,-

UNIv:ERSITY':,OF 'DENv~,;

;DENVER,RESEARCH INSTITUTE,
D.enver.,- Oolo;,June 8; 1965.

Senator JOHN L. MCCLELLAN,
eh~iTrfl,an",Su1Jcommittee-,;on Pf1Jtents,'Trattemark8; ana" Oopyrights" JUdirJiary

;?ommittee.U.RS-eti,a,t~;"lv:a~hingto~,D·CJ·' ' ", ,.-.'
DEAR SENATOR MOOLELLAN: i:ShoUld :like'to sUbIAttfor:f11erecord,a'cbri~st~~e:.

ment gf my personal views on S. 1809 aD:d.S:, +899/'coI)(le.l,'Din.l~· :Fe(l~al patent
policy ,on whichyoursubcommtttee'beldhaiJings:lastwe,ek... :,' .. ' . '. ,"

'Insummary, T ~avor;,wit~ a fe vv excep~~ms;the terIp.s,Qf'the: c1l:~~aIl'sbi1l,
8.1809, and' oppose tp.~ terms of Senator 'Lcirig's~il1,::t18£)9,.. . , .'.. .... " "

For ,10 years, 'my applied' .economic ,andmana,gement' research work bas ,re·
quired frequent and. inti;Iriatecontacts withilldustry. During-the las.:t ;~!e,~is,
the bUlk:of: these. contacts 'have.beenwith,tecJ;iliically:oriented :firm~ nationwide.
The-problemsofFederal'.patent, :p<JLLiei 'ha"e,entereci',intomany as~s .of, this
research work , (which has been sponsoredboth by Jj'ederal and privateftU:~dS).

This· experience, plua'.atudy ofth~'extensivebeartngs and ·.:publiC;J.tious'on. the
subject of-patent rights. artslng froD1 federally sponsored contract research,.. 'have
led 'me to conclude that 'with: a few exceptions, pa~~nt ~htsshouldrest,with
private industry or should-be-made available on: a liJnited~excfllsive basis' to
prlvate-dndustry. Hence, my views are largeljrin'agreeffient wfth B. 1809.

:Pr'oponents:.or the .. opposite viewpoint "ll1ake,' ;ve~ awealing arguments about
the -merdtsof,a Government title policy such 'as' advocated inS>1899. A:1most
none-of tbesearguments.stands the test of scrutiny, In-myoptnlon. :For example;
thearguIllent' is made·,t"hlltthe' Federal 'Government '. should: take title Wall
patents arising out Of research supported by the taxpaversto PI"O,tect the 'public
interest from "giveaways.". But, rather than protecting the .public-Interest, I
believe a Government :title,:pOlicy .harme the publtc Interestby discouraging .the
commercial application or-tne rrutta or the pUblic's,R&,J);' taxdouars-ctnua
tending. to deny the public new, ·better,. or Iess-expenslve products, ,'I'have.been
convtnced or the validity of industry's argument in this' regard..'Sinceindustri
usually has to invest 10orrilore ctmestbe u, &D. costor antnventtontn design
Ing, producing, arid marketing it, there is a greatly reduced' incentive to invest
large sums to develop inventions on which the patent rlghtsare n()lnexcillsive.

Returning to the chalrmau's btll, .S. 1809, I feel certain that my few objections
to this blll Were ,covered' in, detail in testimony made to your subcommittee 'last
week. I only wish to .state my belief in the generality that the more remotetne
Federal Govemmentcanplace Itself Jn such admtnlstrattve matters asselectlng
licensees and protecttngneensesrrom infringement; the better.' .Sueh activities
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The granting of a waiver by an ~;X:l:!~:llMve'id_epal:tmentor agency shan be accom
panied by findings of fact made by the head of such executive department or
agency, 'whfch desrcibe fully-thebasts: under! wbtchtbe waiver .was"granted.

(f) Whenever the provisions of--subsection (a) of this section require the head
of.tari 'executive, department- -or agency .to take a proprietary interest in an in
vention greaterCthan-thab<spectfled: iil. .subsectlon.Xbj- of this: section, "he-shall
take such greater interest 'unless herdetermlnes,' after examination .of -the facts
of the: .partfcular case, -that -special 'circumstances .Indlcate-that: the contractor
should: receive-all 'right;- tttle.: and fntereat-dn-and fo thet.lnvention, subject-to
the ,proprietary interest reserved to .the Dntted.Statee oinsubsection (b) 'of -thts
sectton-endchat ttne public. health.. safety· .or seeurtty-would .not be, affected
adversely 'asa .result-of the contractor receiving said right" title and interest.
'I'he'erlterta for makingthisdeterinination shall be"-'-"

(I) 'that -the 'Interest of the •.particular: executive "department" or agency
willnotbe adversely 'affected ~

(2) 'that: the interests of other .executrve -departmenta or agencies: of the
-Government will not be adveraely-affeeted.;

(3):that:there iSR· presentrcommerctal.walue and-potentlaltpubltc suse
for the invention; and-

,':' ;:(4-)',;thatthe developer: of" the .dnventlon can reasonably ',satisfy public
demand ,for 'and use of the invention;

Prior to making this determination, the head-of-the .executlve department or
agency -shallt-make-flndlnga ,of fact- -thereof These 'findings of fact shall be
communicated 'to .the-heads 'of other executive departments, or, agencies 'whose
interests .mav be affected by:thedetermin'ation;The responses of such other
executive departments or-agencies shall be considered by the head of the executive
department or, agency, concerned when Itadetermination is made.

'FURNISHING OF ,INFORMATION

.'S'Ec-. 4:'('th -~Ahy'~arty :ent<eti~!fhit6: a:"ci)~:fia~t';'W1~er" sectio'Il' 3hererif;. shall','
furnish to the,appropril,lte,executive: :departin.ent,:or."agency 3: wrttren report'
which shall detaff frill and complete technleaf.Informatdon concerning any tnven
tlon, discovery" or,i~pro:v:em~ntmade: in performance of such contract, in. accord
ance with such rules andregulations as the. executive department or' agency may
prescribe. ; ,.. ; :', ;,-"""'>:,, ,:: i,<;,,""";::" ' .. ;'"

(b) Any patent which issues to a contractor' on an inv,epti{)ri. ,d~vel(}ped in
the performance of. acontract shall. become. the .property" ;of; the .. Unlted-Btates
and-the pateIltbe: dedicated to the,ppblic,if:llpon afindingmadepursnaIlt to
subsection (c) ofsection 6,and in~lle.event ari appeal thel.":efroril)staken" such
fi.n-e;ti.ng, .is '. affirmed by a. proceeding,.brought :un.dersecti.on,;7. hereof;.•that, the
contJ:~ctor knowingly and wi1lfullY·,'Withh.~ldrepo~tingof' the,:fnvention reQ'l1ired,'
by'anapplicablecontract,., ":':':i

l
' ; : :'" " , ;- ., ; ', " .

~G:. ,OF :fAT.~~TS,

SEd~-":5.' ~hen~ve~tthe: Go'v~rnm~l1t~tii~es 'a 'proP.J:i~tiirYJpter,estJn·;~n,i ~riv~ntioh'
gte~ter ,than:~at',speci:(i.ed in ~~b~e:cti()n-,;{ti){)f's~c~ioll:';J'~,lld ,makeI:" a~ia'i~:J,~le to
thePllblic use' thereof; '~he.1(}o.~ern~eIl.t shall" ~ra.Ilt to' t~e'~6:Iltraetor'which,'In'oi
duced' the' invention 'an irrevocElble',e~clui;ive;,.r6yaltY~fi·ee:li~en,se.f()rPractice: of
said invention if. within three, rears :&f the taking '()f'such inteJ:estbY theGovein~
ment, no. actual use i~:'made: of' 'Sa,.ld: inventi9.11"by another' Pa.-i"tY. '...guch license
shall" be granted"up(:>h' application. ',h:v: the. contractor"to the. pertinent e:x,ecutive
deI?llrtmentora,gei:u~y:," . .

"'AD:M-INIsTRATIVEPROCEDURE: FQ& DETERMI:NATIONS

[,SEC;;: 6.: ;fa) .wneneeer. the" head' of- ail rexecutive .depertmerit or -agency shall
determine that .annnventron, made: ,initbe"performance:ofanobligation: arising
from a contract. where the United States has takenrtghts no greater'than: those
specified .ju.subsectton' i(b) of section'?; 'hasgiven rise' to new; unusual, and com
pelling' factors related directly .to -the 'public- liealth,"safetY,or security whfclrdld
not-exlaf atrthe tjmerthe.contract -waatnegotlatedn but 'which: require ':recon~idera~

tion of the rights established under said contract.' he:<shall'!w1ftiin',sixty)days
after:r-eceiptofithe:infol'lIlhtionon:whic-hthat'belief-is based ";!. ; "'. :

",:'(1) 'make-a' determination- slipp6rte.d;"tiY·findings !of'fact thitt'he':shalrtake
on 'behalf Of)the' ,united .• Btatea-arprrb-priefar·y- dnterest 'gteater ith~~'th~:t)s.peci-
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able-for 'such 'purposes-and 't koow of.no Govern:Iilent;ai.enCY-,w.b:(}Se:niand~te.'it:iS
to get-drugs- through ;FD~'approval.. If there are-any' inStanc-es,.wh~re;a-Govern
ment'3:g'~:ncY' hasill,'~a_ct.acC'o:wplishe-dthis, :s;qch;alloccaSioIl must'_be':so<rar~ as to
rel,)resellt .theexceptlon-thatproves th~"rille-that Inthls country virtually -all. of
the 'drugs PJ;esently)~ploYed; -were'Qrotiglit to the :patientaild 'the- phys~<,1,aJ;l

througfr 11 pharIi:uiceuticaf'Mmpant·' , ;1, .'.'.." . ..';~ ..

Suppose' -some of the:'~a:siC; researchlea~ngto"RPotentiaIIYuseful dru'g)!i~
accomplished in', a UJ:!.iv'ers~t'y .under partial 'or even complete' NIH· subsidy.,' :The
distance. between' that dit;>CQvery·and the ultimate approvli!' of the drugbYtlie
FDA.·must be measured -iI!- .yearS anti in .hundreds of thousa~,<J~' orIn millions of
dollars.'; Would a pharmaceutical' company -ever take thatvflnanclal. ris:kiwith'
out having some. assuran,c~ of protectlon for at Ieast a_certafu'.peri0d'of.tiIne?

My own feeling is tnat,' under such condltdons; suc~ a 'company -should be-given
a .semiexclustve license (the other parm,er obviously~ing'the Governnientfwhich
should retain rights to such an invention) ;for'atleast5-~years';startin~, from
the date thatFI>A approval had been granted. '':rh~r~ is)L.,:,ery,goodreas{)!l for
that proviso. .If, ·f()r.· Instance, the. invention. dealt with- 'a': .. plllchine, a 'company
COuld,estimate,'the'potential. market, . the' size' of its,own investmellt ~equiJ."ed.to
~ring the product to themarketc and th~ chances ofrecoyerin~·itsm:ves~m.en:tand
()f' Ultimately maJring-a'pro&t..... This'iS'ClellrlY_uot'th~,,'~ase with. it .drug..' 'Some.
of .the most promising'drugs fell by the wu;yside' after.~everaJyearsof extensive
clinical testing. FurtlierIIl0re,' the' less' there Isknowuabout ,(t' giv~Il ~linicar,use
and the less precedence thereisfor:simil,a:r,'dr'ugs in .that-':a:~,.the longer it~tiqres

the FDA, to grant approval-s-andproperly sc, .'1' Irlyself ~fl,v-e beeIi the disco;verer
or .C(~{l.i13COver~r. of,a, numberor 'important drUgs 'wJ:1iCh ar~,'now "used clini~llily.
In t'W'O'instances-'-~e first: antihistamine 'and 'one'0f:the::flrst oraLcontr:icep-
tives~no.similar..drug exi~ted" anrwnere 'on the market, and a 'grelltdeal o~ 'extr:3.
work'had'-tQ b:e'done'toco~Y,iri~ theFD,A' of'thesaf~ty;and:e1fic,a-cy 01such"drUgs.
In the. case..of the,. o,rllt'~o;nt.r~septive,,the, ~~meinterval between my i~tial
chemical discovery ('-"Vhile "\V0rking'at Syntex) and the :FDA approval wa~ 10
years, 0' of ",hic.h were's~Ilt·.E;()lelYon clinic.al work," ~hel"~',s1l:l:lPlYmust be.aoene
protection to the, company' ~pr the risk it :,assu~~. If th~re-:wil1'be'noprotec
tion, thenvIn my ,.opinion; th~.Ilet result of section 1::<a) (~twil1be that ,very few
if any potential'drug <!isc.qveJ.·iesmac:ie in universities up'(ier·ei.ther. partial,or
complete Government supp()rt will reach thepublic. ...,'.c, ';' 'i.;>. '.' "

3. The denntnoue or.vtnventaons made" in sections 2(e).llrid (g)"llre somewhat
vague, at .leastintp,e, area of drug research. .' Acc?rding to the :p~es~#operation
of thePate.nt Office,a dtsccvery Ie cons~4~red~[\;tenta-1J~~; ;OIll;r,wb,en,il,utiJitY
has beendemonstrated. Jna drug, aticbuttlttyts its 'blologlcal 'activit~'9r,·;th·e
fact. th,at, the. substance can 'be transformed Into. 'aIl0ttier .one, with, bi~lolP-~al
activity. Who is the inventor under the deflnttion frr' your 'bill? . 'The persoll
whoflrat made-..the sUbs~ance, or the ,one who di~()ve~editsutilitY'.?T1l,e,.<ll"ug
fi,eld' is I'epletewi,tlle~am'Plesof the following type::.. ••... .', .::,','

FreQUeIltly, a C'll~m~st, will synthesize. a substance in. conll~cti6Il v¥~th ~~sear~li
that may ha:ve3Jbsolute~ynothing todo wfth public health, 'Theresearcp",w?J;~
may have been completed months or years-ago and' then one, gay' thiesubstance
is submitted to 'fi: Vh,f!.rnwceutical company for general pharmacologlcal .screen
tug; which uncovers ari interesting,biologic.al:activity. Usually, further chemical
modifications must be made (in this: i.IL~ta,p.ce, probably in the drug firm's labora
tory) before thelbl?\3-t,-compounfl is oht~i1l,ed which can chen be put through the
laborious toxieologil:~aL,~c1,clinic:alprograms. Even if the very .first compound
submitted by the out'sidecl1elllic~1 investigator were the ideal one and required
no further chemical modiflcatfon.. -the complete biological, .toxicol()giea'l,; and
clinical work, would still berequtred-.',\~Tiho, is, theInventor under your. present
bill? The chemist, who made the substance the firs,t; ~l11e"at,'a ..university
under a Government research grant, but had no evidence of utility for ,it and
hence could not pa'tent it even i-fhe wished to do so, or.thepha-rmacologist in
the drug firm who discovere,d the' utilitY?II9w would such a ea-sebe handled?

The second and equally frequent 'oc:currence'~where .the chemist hR$'U very
definite~biological,gQ~1 in. mind when p:e, first (;{}minences on. his sYllt,hetic, re~
search. When. thecornpoun'd is finally tested; it is found to 'be inacUve ,or
toxic. However,. When the. same ,substan<:e is screened forsorne completely'
different hiologicalac-tivitY,it'isfoundto 'beacti-ve. Again, who is the inventor?

I havedescriibed two extremecftses,';but ;there are manyothe-rs that fall in
between. In each.instance I have ,as~ull1e:d',that,tb.ePP-llJ."ll1aCOlo?ic.alscr~l1iIl'~
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In the .taking. of'said,rights. roilY makeappltcatlonto .the Commissioner o~ Patents
f()r the issuance .of e.pa~~nt therefor -to such executive department or agency head
On behalf-of the Uniteo., States. i:fcit Is.determtned.iby the Commissloner- of
Patents that such invention .Ie patentable, a patent. shall issue to such executive
depa~tmen~;or;ageu(JY head-on .behalf of the UnitedBtates.

(b) Each executive department or agency head may grant a :royalty~free,non

excluslve.Hcensefor the practice, of anv.Jnvention for which a patent is held
under- this Act on, behalf of the Uriited.Btates if such license is granted Inf'ur
therauce.ofapurpose eet forth-in subsection (f) of section 3. If .such .nonex
clusive license fails to result.In the practice or an Invention, such executive de
partment.or.ugency may thereafter grant an exclusive license subject to section
5. of this,A.ct; provided.a flndtng cf.fact is made hy the head of 'such executive
department or agency that an exclusive license is necessary to Insure-practice
Qf the Invention. ',Any party aggrieved by auch.flndlng of fact may. bring pro
ceedings undersubsection (c r ut seettona or this, Act. ,Any Iicense.ruuder this
subsection. ,may be granted for the effective .period of-tne patent or', for a more
Iimftedpertcd or time. , , .

REPORTS TO THE CONGRESS

SEc. io, 'Tlie" need" of each executive department 01; ,', 'agency, which" awards
any contracts of the class described in sectlon S shall submit semiannual reports
tothe CongresswhichCOtitaiJl~.," '_' ,.. '

(1)' the number .ofinveIl:ti()ns. disclosed pursuant 'tn such contracta ;
(2) the number and general nature, of ,such inventions' with respect to

which tneesecuttvc departmellt or agency acCluirednogreater right than
those speclfted In subsection (b-) of section 8, and a summary of the findings
of fact upon whic¥s,uch dete~:rIlJnationswere J?a.d~;,

(8) ,tllenumb'er 'andgene:r~tIlatureofinV'entibIls coming under the cate
gortes <iescri1)e4iu ~~bsectioJJ,.(eo) ,?f, sectio~ 3.,Wit.h respect to, which no
rig;hts'gFe,ater than, those spedfiedundersubsect~:oil (b) of sectionBj have
bee ll t3J~,e.n, and.a summary, of the findings of fact upon which such .deter-
minaq.9Il_s;yvere·m~_d:~_;an!! .".:,., .. ', -:', '" " _.'_.~

(4)"theIlu±n~r3,J1ilgenerlllnature of auchtneenrtona in ~ which' 'the ex
ecutive ,d,ep,artllle:nt. or agency has acquired, a proprietary interest greater
than: El,: !'oyilltY-£1".00 .license:.

RULES'AND Rl1:G1T.LATIONS

SEC~ 11- ,The; Secretary orroommeece .ahaujiromulgate rules and "regulations
for -the adn'linfstration' or 'this Act.. Each'exeClltive':depa:rtme-Jit 'and .agency of
the Government 'may-. '-issuest:rPJ?lemental.rules -and -regulatjons .Teq:uiredfor .its
internal .admtnletratlon and "consistent with the- rules -andtregulations-promul
gated by the Secretary of Commerce;

SEVERABiLITY 'CLAUSE

::SEC. ,12; H any,-prov~siou,of,:thi$, :4,ct;-or, ,the"applic.ati9ll: of-such pro-vision, to
apy,I1erson·()r cieoumatance; Is.helddnvalfd, the remajnaer cr ·this'Act'or,th('J_appli~
c~ttoWJ)f..;such;prov:iJsion5.-toper:gomL:orcircumstances 'other. than those as to
which, it isheld'invalid',sh'all not beaffected.thereby.

,',~'cIINICAL· '.AMENQ:M;ENTB

,.$~p~.;;i~/;(a)::rl1e;~~ti#~:,#4e'r~:;A:ct;.o~,+954· i~:~fueIlaed',~y ,'striking bllts~.c'tidn
152,the"eo,ff42.U;~;0.·.2,184)9 ,.,' '.:" ".,.':'" ,,:,f,,' .. .: ,: ". " .. '

(ti)·,The Natiotial :A::eijm:al1tics arid 'Space ,Act.of,J958 is'luh~hded ,bys'ti;iJ.d.llg
out sections 305 and 306 thereof (42 U.S.C. 2457, 2458).

(c) The National Science Foundation Actof :1~5(), is amended by ,striking out
section 12 thereof (42 U.S.0.1871). .

Cd;): Sectj,oIl,,10(a,} :of; the,Act of:June:29,:1935j Rs 'added by-section 101·of the-Act
of. AugUJst-14,-:1{')46 :(60 Stat.-1085) "as, amended.: 7,.Ilnlted- States oooe 427i (a) is
amended by striking out the following language: "AnY'·contracts 'made pursuant
to this authority shall contain requirements making the results of research
and investigations avanabteto-tbepubltc through-stedtcatton.vasslgnment to' the
Government, or such other means as the Secretary I8haU determine."

, >'. ":'j""--' ",,"
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net •. b~thesu~,ject (If, patent applicaUoIls'or, pateritsll.eD.~fr~g,the',iinvestigat\?r
or the tnstltutlon. "Havtng tstated 'these:two' premises;;'!'. would-,-iiOW- )i~~ to
point' out- ,t~,at the ,'present; patent ,"policy', is probably' 'unenrorceatne' 'in, its
current forIll and that it, can be 'peh~icious:, if taken 'Ilterally. . __ T~eor,eticany
lind legally, this will' ella-ble the gurgeon General to,tel"lI1ina~~ most research
'grants at will ifall-admillistrative, procedures_~re'notfollowedby'grantees;
since he now has this. prerogative. I shall. ~ernon,strate:below with a collcrete
experiment that themajorit:v of inYes~igators ,a:r~ 'definitely-violating the patent
procedure as it is' I1?Wdefinedand)lmt they "will be forced to continue to do
85); because it is' completely impractisaL', I 'shall also show that, even if the
grantees, followed the presellt regulations Itterally,'. the, 'NIH would 'be.fnno
position-to handle, the_problem~ ': " '. , " " , " , " ,.' ' "

I 'am presuming that tlJ:eehief'Pl1rp:os~of the NIIlgrant.programis the
development Of new knowledge arid new capabllttlea in the health .sciences. and
th;at such tnrormatiou shouldbe madeevanetne to,·thepiJblic.. 'I'heEradltdonal
ftIld proper way "of',lila'Iring ,itptiblic 'is' through' the' 'medium of actenttnc pub~
lic~ttion; lam assuming, further, that it. Is not the,:priinaryor.even secondary
fimct.ion oftlle NIH grant program to secure p~tent.s 'on behalf 'of the Gov
ernment. Indeed, in the relatlvelyvfew ,cases. whereyatents 'are taken out
by the Govermne,nt, tli~y arem~deavailable OU' a royalty-free basis'; "thus
fU:lgWngtheconc~p~ofaYllilabi1ity~othepublic." , ':' .' " ''''' .. :'.

'I'herefore, the onl:y possiblerjustifleatlon for' patentsJs to:' 'safegua,rd;~h,~
public, from private Indlvlduals-or organizations ,securillg paten,ts: ~ni tll~b,asis
of earlier publications descriibing,'I~~}H-sup:pOr:tedwork;',sinceSll:Ch"pa.teI1ta~

pltcaticns could be"filed within a :'Y~~r: of. the, pUblicatiOJ.l'-date; provided-c~rt,ain

ot~el'conclition~' were' ,m~t~" ,I,~D13;gine'tliat·,occ.asioil,a.l1y 'SllCll. "8:,sit~~_tion:.ma!
have arisen 'in the' past ,'and: it }s 'c'on~eivablt;t.hat-it- IIl,1g:ti-t.artse' 'in .the ' ~utul'e'.
However, if we. coneider '. tile.' fact: that tllere.are'~en(jvel'..1();9PO. N:~,H' :~tf\p.ts
i.n; 'operation per ,Ji"ear, and.-tlla:,t·th~y .,giv~ 'ri:s'e':10 ':pJ,"oba~IY a :lil+g'er. 11U~ber.', of
publications, .it ,is f~lseeconO~Y,in tlie ..ex~reIIlet?: devlse'ra ;sYste~.'o/h~ch'Yill
c()st us untol~, II1~llion.s or dollars)~. rit'an-y~ars to.:plijg"R· po~slbX~'Diinute }po~
llol~;' Tile reason '. fqr' n;ty concern;. ,ani:!':f6t -my liavihg,per.IQrJied· the' :sp'ecHic
experiment outlinedbelow.dethe fon()~ing:,' .: '.::< .". .-.',", ,':'

Paragraph ,52;22,.,(in,venti(ms and dis?ov.eries) ..as ... published 'ill··the Federal
Reglster is coye:fe~i~::f1ir.th~r.,det!lil :i;n .section '505 oftlie,Grants";Manual.dflte~
January 1, 1963. r.rhe 'firsts~ntence' of section 505,; p,ar:agr~Pll,A,: J;ead~:F:,"'J:)~.~
partment of Health;' Education, .an~ Welfflr~. reg1J;lation,s (45 OFR;pt.8;.,6
and 8) provide as a condition that all inventi()~s.a~isirig'out csthe activtttee
asetsted by'. Publi<Hefllt~:l ,ServicegrJ;tnts anli a~~rds":8han be IPromptlya~r1
f-ull1l reported: to the Surgeon. General;" :-[-EmphasissuppliecL]

This report, according-to paragraph C}, must. take the'followlng rorm :
"c.. FO:R:M:ALREP()RTS OF 'INVENTION

"In respect to Inventtons reported direct to the Surgeon Generalfor determtna
tionunder Department regulatlons.. a,' formal report or invention; 'is required
incthe. nature of answers to' 18 questions listed in the, outlineofcr Invention
reports (e-xhibit 2). The form. and either specific, .instructions for .submiasion
of the report wtlltbe -provtded. upon 'request.

"Progress .reports, which .may include ...deacrlptlons of. inventions, may .. not
substitute for formal reports of inventions."

In other' words, in order to prevent. the slight possibility .that some other
investigator maypatent.work·performed by an NIH grantee, all possible
discoveries or' tnventions .should .. be" reported to .the. Surgeon Generat; who will
then. decide whether .paterrts. should be taken out. If ·10,000·. to; 20,000 publica
tions are produced each year outof.NIH~supported,projects, the possibility
then e-xists that the' Surgeon General may wish .to protect several thousand
or perhaps all of them by patents. In order to be able to decide 'on thtapoinb
he must first have the: uecessarv.fnventton .dtscloaures.iwhich-cannot be the
usual annual reports.or work performed.under-such grants. '

NIH form PHS 3945, {dated March;1962,and now.dncluded in every new
grant application. form) defines an invention: .In ,. the very broadest- terms. In
reot, these terms' -aro SO·broad' that,': if: the criterion .of patentabtlfty ts not
left open to the individual Investigator.var-ccmpletelj- preposterous situation
must arise. I shall cite-one specific example r According- to the present regu
lations; any tnvencton. or.dlsccvery (within the broad' definition of PHS 3945)
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-jOHNG. WELLES,
Head; lndlustrial Economic8 ,Division..

St~.N~O~J)lj'1¥IvE~SITi,·
l),~PARTM~NT OF'CHE1>!ISTRY,
Sta,nfcka, OaUf.,l1UfjU8t 30,1965'.

would. appear "tQ 'present ithe, FederalGQverrun.ent·wi,th many.distastefuland dif
flcult decisions which- would be better left to the private sector, if appropriate
meobantsms.ean be developed.

Sincerely,

Hon. JPHN'L.McOLEr.:LAN; __', _, ,- :",'
~6?l4te: :~U'bOom'lnittee {nl.'Patents,
n,s. Senate, Washington,D.O.
,_:,iMY;DEAB SENATOR.MOC~4-N;:;. Lhope thatdt.da not,:yet too.lata.to send you.
some comments on your proposed bill, S. 1809. Unfortunatelyothe complete text
9f:'.this.'pin reached: me, only reeenuv. :T am ,sul."e:tha.t,youhavereqeived::num:er~

OTIS communications on the subject and I would like:tp.limit myself;·to only .tnree
points which have some bearing on my professional competence. As a university
professor, I have published -several-booka and well over 500 scientific articles
in' the field of organic .ehemistry, largely on ~ealth-re~ated 8ubjt;ctg, and o~er
·h8J.f"of:thls.twork has' 'been'supported,partly' or completely by- grants from two
Government agencies (National Institutes: of ''Health- and the National Science
Foundation). I have also had, and still have. intimate connections with the
pharmaceutical industry-having beenaresearch chemist or director in two such
companies .pricr to- my-academic: career, and currently serving on the board of
directors 'of -ono of: these'. (Syntex Corp.). However, none of my university re
search. is' currently: being .perfcrmed in collaboration with any pharmaceutical
company. .L

", On, the, whole, .Lam very favorablyImpressedvwtth-yotrr, btlland-am.Iargely 'in
agreement with what you are trying to 'aeccmpltsh.o-Il'here .are -threepotnts,
however"-'wllere.,I,,believe',tha:tmodificationsWill strengthen the bill and. be of
Wtiml;tt~jtdyantag,~:to:_the,PUblic. ,,:' ',": i" , . ::, ' ; ,,' "::' , .'.' , " ",',

1. You draw no dis~ctionbetw'e~n:,contracts and research grants. Inuni
yersities;,. ilIl4 .especlally.In health-related areas; virtually, all .of the Government
support is obtained In.fhe form" of,:grants rather than contracts.' In .sectlon 3
_(b)(1), :your bill, requires ,'~tlleprompt and .full, diSclosure by: the contractor to
.that,agen.-cy of. any:dnventton made in .the course oror. under -the contract.". .J

.' :~he. NI,a has ,already,beeri operating.theoreticallyunder. this assumption under
their- revised. patent .. policy:." .Inconnecuon. -With:,its,.publlcation .In.fhe: Federal
~gif:!t~r;:1 wrote to the. Surgeon'G~eral·onJuly24,[19§3,indtcatlng, that such a
'requlzement, is .totallv.unrealtstle stnce tt.eannct be. complied" with-end cannot be
enf()rced.,,::Many,ofthe 'comments in,tl1a,t letter (especially pp.2-4) ,.of which I
am-:~ll'Closinga:c,opy,·~sol;tPPlY :to;section,3(b):(1) .of your-blll' (every university
scientist working·under,partial:Governmentsupport isa "contractor") -and.Lbe
lieve jthat an;apP:I."opriate:modification in the 'wording should be considered:
Other tnan acknowledglng. receipt oe. that .letter, I· never did receiveany:,r:eply
from-the Surgeon.General. -Benator .Wayne,Morse, -with whom I once had some
personal discussion·.llur1llg,., a. -plane trip on',the, general subject.of. :Government
suppqI'it,,:of academic research, had: -this, letter.: and .. some, relatedonatertat .re
publlehed in the. OoagreestonatRecord (Augu'st-:6,'i19t)3, .pp- 18434-J3440,:and
~specially,pp.13439~13440). '...'..." .r; ,., . , •.

2., In" ..sectton d (a) (-2); your bill reserves. prtnctpat.cresclustve rights .to the
Gcvemment.dn any .lnverrtlon.made in the field:of"public- health-. Whtle-I sym
pathizewith the motive, .the result of .thls elauee-e-tf permttted to -rematn-c-wlll
have.precisely the opposite effect in that it willbe to the disadvantage ofthe tax
paying publte.. lam making his rather blunt,statement for the following reasons.

To my knowledge, .. during the past 10. years-probably nota single important
drug. haa beendeveloped.fu an, American 'Government or: university laboratory
andbr()'llght. to approved-human "use -through: the"FDkby such .an agency-or
untversltz.c.rtrnder-present 'FDA'regulations (w.ith which 1 agree), the-possl
biijty, ,of-sucbeuevent happening becomes' virtllally'zero; .,1: would' estimate
that, in the case of a-new drug, it would 'costnn-absolute minimum of ,half a
million dollars, and frequently··severalmillions"to,'satis;fy:a11 the FDA require
ments for human use and for manufacture. No untveralty haa such money avail-
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by. some, nnilliforme,d"individual;] because U, is poor udmtntstratron- and. ineffie:c~
tive procedure .tohave u regulation on.the books-whlch. no .one can';'1~911ow,-,:,'Ifu,e
only-purpose I can see, in it- is :that ttnow.gtveethe. ·S:urg,eon,'G.eIieraLa- meens.or
teraninatlng a grant in "mldale" :by:pointing out ,Ithat:a g'~anteehasnet followed
an adm'lnlsbratdve regulatdon,

I recommend that-thepaterrt poltcy.be -simpUfiedand,adapted to: the de facto
situation:

(a)' No patents are -'to be.flledby .any NIH- grantee unless be proceeds in, the
manner outlined in the present.patentpolfcy fsec. 5051(pa;r.: A).

(0) But, if-the NI'H,grantee'doef;!' not intend to file a patent applieation,_ no
speclflc report should he required or :bim,his; 'annual-progress .report and 'the
eventual, publtcatdons. representing- eufflclent .evidence that he hascomplied with
the eplrlt in.which the grantwas made. '

Youcsstncerely,
'CARL DJERASSI"ProfessQroj;Ghemistry.

STAT~MENT, OF ,ROBERT. ,C,.ELDERFIELD,-"

Mr. Chairman and diatlnguished members of, the" subcommittee, my, name; is
Robert C,:EJlderfi.eld~nd.I .appear ;befO;l"~ you today solely aa.an ,individual vitally
interested In the future :~:ppli(;ations:o~such disco;veries,allt'l mYe~tiori,Rlls.;t:l1ay be'
forthcoming from our scientific and 'technological community to 'th'€:.:(_g~nl3':ral
welfare of the people of the United States. '" ,_I ", '".' <";~:'"'''' '

.I ern a professor of chemistry at theUIlivershy of~ichiga,n, a ,member' 6:f the
Nati0.nal,Acfl.C\eIll;V" of. Scie~ces,; a "former ,chairmaD:, of :th.~'D;ivision9f .pheilllstr:;v
and Ohe:lll,ica,f 'l;'ecBnQ~ogy of ~he',N~tiona~"Re~eltrcli,.Q?uncil-l:{ational, Academy,
of Sciences, a niemoerof the 'Board of Directo~(}f,th€: .A,me~ie~n.yhelpi¢al:S,()C~etY
and.ehafrman, Qft.he American Ohemlcal Society.:B~ard Committ~ t;>n :J:j}ducatioIi
al1dS:tlld~nts, ~r~nrs .~nd Feno~sJ;liJ!S,al1dIllterna_tion,al:.A~ti:Viti,es,,}n the past
I)lave served :on ,yarious:adviso.ry .panels.rand C()lllmfttees"of the, Na.tion.9,~

Institute,S. of. H:e_afi:4 .a~d .am .. pJ,"es~ntly: sel;"v~n~ •on, ,three _ad;vlS{)ry~ards, to,th,e
Department of the:,Army.. I::am,theauth,or :or :C()authoro~,:sODle,,290scienti:~iC
papers and the h()~d,er;Q.fsome.14 patents .~~sign¢d:tqboth, p,rlva,t¢'jnqust:r;y:.,an,c}.,
various agencies' of theGovernlllent,I, have no cO,nnectio~ with; any-.illtlus,triaI
organization interested in thepeudinglegislation..' ....:. '.'. ':: ,,' _ .' '

Il'hree bills are before your committee for c,onside;r.:a'tioll ::S~ ,1899,iritI'0.d,llcedbY
Sen,ator Lo.ng; S,1809, introduced by Senatoe.Mcftlellan tand S, 7tID, introduce,~
by Senator Saltonstall. ... Lunderstand.afourth blll, S. 2q26"intro,duc.e~,I>Y,.s.enator
Dirksen, may, also be eonsi~ered by the sUbcominittee,. While. I .have, H?:t. studied
this bill indetail, it appears'to'bein).ine.w:i,th thep-hj.losophy expressed hi my;
statement." '.. . ",' """, ..",,' ,' ..:',": .. ',,',

Previous testimony has amply documented thEFargulIlents:against:S;'1899 Jlnd'
I do not propose to belabor these,' I intend, therefol'e,'.to confine .my remarks. to'
S. 1809 and S. 789. Furthermore, I shall limit my remarlrs: to. the' application
of the results of fundamental: research subsidizedIn whole '0:l".in part by Federal
funds in the ,u;niversitiesoftlJ.e country to the generalnenentor the 'people of the
United States;. '. . . . ... ,.' ,,c .... ' "

Previous witnesses before you have emphasized the 'cost and·the'fin~ncralrisks

involved in the reductioIl,of a)aboratory"discovery or.Invention" to practice. or,
In-other words, "development costs." ill' relation to -vreseareh costs." '-I should like
to explore-thtephaee of the problem a bit furtherwith particular emphasis on
rnatters .affecting the public health, welfare; ftndsaf~ty'of the 'Americall 'people:
Lbelieve that a strong case can-be made for the argumentthat. coop.~ration .be
tween .university scientists: and tndustrrta capable 'of returning' .'high ,yields for
the benefit ofthe public intbese areas..... '.. ...'... .: ... ,,'

Let us consider br-iefly the, history of chlcramphentcol .("Chloromycetin") as. a
prime example of the fruits' or untverslty-tndustry 'couaborattonwttti resultant
tremendous benefits to manknd. This lllaterialis one or tbemajoranttbtoncs
useful in treatment or typhoid fever, typhus,.undulant 'f~yer,and niully' ,othe:l"
infections. In 1947,. Paul "Burkholder; then ,professor o:f·'lnicrob-iology•. at Y.~le
University, working under -a pharmaceutical company 'grant, ' collected' a soil
sample in Venezuela, cultured this material, and sent it to the company for
further testing. The powerful therapeutic· activlty of. the antibiotic constituent
was then discovered. This 'was followed -by extensive 'development work at the
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Dr-.· LUTHER T~RY,
SurgeD1/, General,Depart.inent Of Heal.th, lfJdubation, and Welfare, u.s. Pub

uo Elealth S(3rv!ae~.I!etl1,eSda,Md...., ../ ..
DWDR. TEn.:RY:. In your memoranqnm .of', JUl1e 12,'" 1963, addressed to all

NIH grantees, you invited views and comments on the proposed research proj~

ect grant regulations: which appeared-in the Federal RegIster in early June.
This letter encompasses both comments and criticism oIl the present patent
policy and, I trust that it reaches .you before the expil'ation of th~ 60~day

deadline.. '., .' •.. ' . '" .... .,: ... •' .'" "',
At. the outset, I wish. to. emphasize thafI. am ~iscussing. only research grants

and'not research contracts. FUrthermore, I would, like to state that.I am
ill complete. agreement ,,,ith the basic. prerl1ise' 'of the NIH. pat.ent policy;
namely, that inventions made under partial or total NIH grant support should

-i.S.40IleJ>YJ"dr;ug,ti,rm. ;:'J:1'llis:ass;lpn pt ion is wellfO:lJI1:cle{l,ipei,ug based Olbmy ~yellr$
o;facademic research ;wth~reI wee dnterested In havtng. eertatnsimstaneee. exposed
ton wtde phar.IP,ac.olqgiCal.SCTeenWg.ftlldfound ,llQ,qPVernwent, o~" uIltversity
l~lbo:r.atpry equipped .to do-so. _ IstiU ).'erp.,emiberfiUng .lJ,ll:N11I,appli~ati~n~"more
~q{lJl'l()_years agu en natural products f~omS{)u'thArqericanplan:tsw:l1e.re ,tAe
NIH study section inquired where the ibiO'logi<;;:tl,'~Gr,eeI1iJ1gwould'be, done. ;1
iIl4~cIlted~that I planned:tosend.the:slJ'pstancew to.v,a:riousdrug firms ,such· as
.:1D.li" Lilly,. (a company with, whomI. had no formal conuecttou whatsoever .at that
.nme.not.oven '3.S a consultant) and this reply.was conaidered entlrely satisfactory
~y the NIHllt thi'!-t,tillle.. If I were to ,a1;tell1pt to do 'this now, I would pr()J~~:l:>ly
encounter great Qifficulty in locating 'any firm that would be interested in carrying
ol,1t§uchscr~ening.:" '.' " ; ... '
i·;}\Thy ,cap,such,scre~llingnot be done jn unlversttr Iabcratordes ? It is possible
to flnd. ~nv:e8tigatQrs:Inpharmacology '.' departments of certain medical schools
who J,11iglpt 'pe, InterestedIn testillg compounds for avery specific type of obio
,~pgi9alactionthat-"t4eyh.a.p'pen to 'be!nteresteli in, but, I know of no such
department in theUnite(j;States or .elsewhere.whereu. broad ib~ological.screen~
ing:.,#ora,wide.:variet'y:pf, ,activities.' is ... performed. ,:In .. rect, many, of .' the .best
,phfir-macqlogy:dePl:t:rtinentsin; Inedic'lli.sc~ools consider: .such work. belleathtJhelli
and.are .llip.ch, more jllt~re,~ted.in st~4yillg.t1le mechanism..of 'actio? of,kn,qw ll
,dr;u.g,s, or!l~t!x.311y ;perfqrmillg,,'b:io;chemic~. rese,arc:-h./l:'here ~,s nothing wrong
wttb.-Jlli/Si' siHce.~u~ :W:or:¥iis.vel.'Y-j1l1'p?rtart,:h~t it ,4()~s not: answer. the question
9.+:;:,wp.er~sll~4~re~A~H.gJ£~n:be",pYr;~0r;Irl,~4.,in-,a,::univ:~r,~,ity."" , ' .' : '

·W}~!lt.aOJ?\lt qoyerl?-PJ-fnr..l~bor:atories! ..'Again!,~~re;eIling, ror certajn actdvltfee
c.:lll:'pe,dolleiP. .certain 9:0yerlllllent, lruborat:ories" but, ~elleral.ph'~ma-co19g-ica'l
scr~~Ing.for ,allty~s:Df.poten~i!ll1y i.nte.res~in,g hiol0gic~l.and .. bacterlclcgical
~'¢t~V.ities'~I'$,:notavail~:b~'~In /iU1Y, qoYer!lmeD,.tJ~'bof;at(p:y." }tit were, Lwould be
ver,yjnterei§tedto V~arn,of it... ,AIb()utl0y,~ars ag9;:W;Jiile.t~as. a PJ:of~,sor at
WaYile ..~tat,eUniversity~. I. s,U'binitood variouscqInp6und~to the NIH for testing
In c;ertain'h.or:ui.one,assays (a'I3Peci~l,izeil and. very iim~ted,type, pfactivitY) . and
.S()~e :of the 'res1l1£,s,.bitve come tn to, Die, only dlf[1ilJ,g p~,e .1aS'.t2y~ars. Frankly,
r (I~~d ,alreal1y,f0r,getten that I had ~versU!bmitted,theseSHibst~nces. I am not
c~-:ting··this" ~xa..miple)hi:a .~ritici.smof .the: NIH: .. ,O~'tl1e '.. coni;rRFY, 'the NIH fs
ftil1illing i~ real il;ia:1I;~atevery effectivel;y:end ~s:Pl!lYiIlgan 'a:psolutely Indispens
able role in supporting most Of tl1e hyaltli4ela~ed~!lsiC' resear;eh in .emertcan
universi~i'e~.; ::. ~'llrt1:l~r.more, a grea~ 'deal. of"htgh-caltber in#~mu:ral research is
also 'beirigp~ifoPJ.l~d:,by scientists at the NIH. .General pharmacological screen
iI%:l1owever, .. is,'no,t one .. of -the functions of the NIH and consequently is not
donethere to any. extent, at least:a:s :far as I or many of my university. colleagues
ar.ea;\Ylire·,X":"",·;,,: ,.,,;::-'.. ..... ",

Ihave the impressiontb.-~tthe-new NIH patent regulations have 'virtually: dried
up this type of collaborative research <between academic chemists arid the pharma
coiogteariaboratortes of drug firms-. I pelieye thatthisJs apity, becausethere
IsHrtle doubt that worthwhile uruas come out of such collaboratdon und that
th~ one, who suffers ultimately is' the patient.;Thepresentprovision (sec.
4(a) (2) ) ?f,S. 1809is unlikely to change this stateof arratrs.

Yourssin:eerely,.". '., ' . ..

~..,":.'..'.::.i'... "'. :D.JE.."'.....AS.. s.,..,... p.r... Ofe.,S..80r Of, o../.,..emr'.'t1.

y

,
.' \' 'STANFO:aD lTNlVERSIT'£";. '

.,',. . ',~, DEPARThfENT: :OF CHEMISTRY,
"'." . '~', ·Sta.nford, GaUr, JulJy 24, 1963.
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That :~.e:etiQ:p..:4:Ca)~..;.:w;hich·,_3,.ppliei3,j~l,lpstantially the same restrictions to the
are,u,.of,;"-p\IbliC..healt4;:.w:elffl.'I'e/and safety" as are .contained throughout the
Long bill (S. 1899), be modified so as to provide in PQsitiye,)allguagea.dequ~te

Iucentdve-to.__ restore-the pa:st:illQst,f:ruitful eouaboratton between-the :UllL:versity
scientists and industry which:l':!-t,present-has:1ar,gely'vanisheclk. .Sueh-actfcn. could
not 1:mtb.e,,:ro,9st,eff~tiyefn. IDl!:killKayaila,bleto the pUblic_tltl~rgethe benefits
accruing frQIIl,theheavy .:iuv.espne:q.t p~:pul:.F~_~u~_(ls:iI! mat,t~r;~,:~t:public;tlelilltl1,
welfare,aIld15afety. ,'.:: .,'-' ,< - __ ;" . ", ",,:<.,:': .

SnBcifically I :' would suggest:.that .a- ~veD; ,;p}}~l'Inaceu1;ical ,.:firm -ba.granted .. an
excl~v:e J::icen~,eunde:r e,it1l.erl'UH~own,edp~te;n.,ts ()r,pr,ef~~bly pa.t.eiJ!t, lights
released .. }}y 'the. Government. a(f'min,istrlitiOl1' .. IX)" '.,(he" gr~ntee: u~V'eJ,'sit~~s, 't;h;em~
selves on a new agent for' a mutually agreed on term of years for rec.o~p~tion,,of
its 'constcereme .contrfbutton.to the research anddevelopment. ~ffort;',in;v:olve:4as
well as f.orthe,risk,of.'itswiv:ate,capitaL rnretum the~~O)l1.PJ\uy~oWdu,~its
beat efforts. to make such an agent promptly available tQtl;te publjcat.a reason
able-cost ,cOl1Ullensurate,,:,w~tl1,J.h~~rm's ,~nye~tIllent .or plpi~l,flicilities,.and
know-how " <'. ',." ',: '. ,", "" '

In d,iscllssi'nj:;"such. a. policy' w,i~ my colleagues I find <diffe:rences .ofoptnfon
as: to the duration of the excluslveItcense.: A good bit depends on the base p~int.
If, the period: is calculated +r<?!n the time a given.drug is available +01' the market
Lwould,thinka period pf th~,or,(ler,0f:5years would accomplish. the objective.
If it is' based on the date:or,islil,ue,of:Jhe;p,atent:PClssibl;v 10'years should becon
stdered. The .:t,a-yearte:rtol }~eem~';r~sp~?'lJ~~ -if it is ¥e;pt,in min(lth~t some 5
yeal's, .normafly.elapse between ,the"g~scove!:y,:o:e,-~.newegent. and its.aYIi,Hability
to the public. The new FDA rules alone require some 3 years of clinical-expe
rience with,lIp .agent; under dOSE: ,sur;-Y€lillallGe.: .p1'i9r,: to its approval.
,The disposition: of "offshoot" :pat~Ats arising; f.rom ,effor~s: p:Y,t~e ji,rn;t,.:;mq

nnanced ,excluslvely, by, the,ftr;m ,during,jhe course..of,tlle development '\-v.9rJ,r
warrants .c(}nside,J;ati.oIl~;MYf~e~iAgOis.that .:these:;.,~49UI!+.rem,a:ill :~hf!i,pr9P~rty
of,theftr'l)1..: .... ,,: ".':J.,':: ;:,::".c,,::>',:'.' "

Adequate safeguards to. insure .prompt .perf0l"mance, ,of .the development... wQ;t:lr
and. toprotecuthe p~blicfrom.exhorbitant prtcea should b.e'I?lIJ:t of -',t:l:l,e' )ic.ellsing
agreement,.:These, areprobablv metby. ;the "march-In" ,p:r()yi.s~~mf$ Of, the::p.ills~§
they stand. . '. . '. ..., . '. . .' .'. .', '. . '.', ",.'

It, :is also Impor-tant; that. all .eontract '~r:rallgelll~nts: be concluded. or, cle~rly,
understoodin advance of any participation by a flrm. ." .'." . ." i.:.'

.Senator Saltouetalj'a.bill. ,( S~. ',789-) '. accompltshes. ,essentially,: these objec;tiv.es.'
Efoweve:r,. Lbelleve; as. inclic~tltJ:t:lboye. that the; 3 .years .allo;w;ejl. f(l:rplfl~~~a:
new.product ~ll:cornmerelal use, as. given in seep-on.6:is .too ,~:hort.and-should-be,
roughly.doubled.atleast in the:,cas,El or-new therapeutic agants, . .;"': .. .':':'

From ,1959.to 19t)4 the .. number of .major ;new.:chemicals,jn~rod»cedyearly.,l:t~
presci-iption dr~g, products... ,de,(mne9,;from,,6?, to '1.7... W~ile.,:dllriAg.:,the.same
time the aggregate yearly research and development exjiendttures.or.the.pharma
ceutical Induatrv.tncreased.jroru.about ,190:mil.lionto,about 30Q mil,lioIl, .·.·· Clearly
this portrays a. dramatic.picture. of .. Increased .. costs-In 'l'ese~rch",@d,developm:ent
with a corresponding decune ,i.n',.-!9-ajornewprof1:l,1.ct ,intr'ofll,1cti9:Q.RJlll,d ,:un,der~
scores the.need.fen a reasonable ..degr~e:,l;)f market. e~,el'Q-si:vity.. ., .,'''' .... ,:.

It. has .also ." been :estinlated:~~~-t"t;he-tlme..spent: ·.QIl' :(lev:e~,QpiIlg.'jllstClll~ .n,eW,
efficient drug, if only one person weJ:;~.in;v:o.l':~djn:;:~I.ls;tUl:ly..and:;J?~~l;lrC:h, would
require ,H) working .years or 5a,OOQ hours of the.:worke:tr's,Ji-fe;,···This.work and
the attendant expenses-In mallS' easesIs completely l,O'st::p:Jhe: safetyllg~i e:t!icflCY'
of, the drug'. is not .demonstratedfc-~~ .complete ,sati$fa,ctiOll·,of .the: F,ooq,and;
Drug AdIllinistration. ..,:;:"".'; ',;., . •.. . "';". .....,,,,:,.,.:-
;,Ie' S:tlbDlit: thll~: merely an, :i:nv~strne;nt:of,,;t,p~s magnitWie· .IIl.:: d~v;~,~-opmeIl:t :Qf,· a

single d1'llg·whl.Jh is covefedby.;::~>;O:,overnm~nt~oWI;1ed ,patel}.t proV:i4e&~'3;D1ple,
justification for limited ,e:x:c11.lsi:y;e 'prhri~~.esfor a cQoper:a:tiAg ;~.Qmp~ny ;wit;l1out·
considering: ,thEl, high :fai111r:e :.l'a:t~. iIl' :the qevelopment ,,of chelllicals, int~} '.' usejilJ.l:
drugs. ". ;3.'he, ,alternative .. is ,for, :Gov,erument·to; as:Sllme,t~el3e·de'V!'l'loPllle:nt:-;cpst..s.;

Ot,herwiseadvaneeslllade: possiple"by:felier~lly, spons(}red: rese,a'l'ch,wil,l:re:.ma.inOJ;l'
lahor-a,t9ry:shelvesjIldefi-nit-eI~. . . .

.. In ''ConclusioIl:, I;,should:liir,ej to;:express,'ill'Y: appxeqiation.-,for·this: opp.ortumty
ofpresenting,DlY views.
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ELECTR01dd TNDUS'rRIEi:i ,. ASSOotiTION,;
Washi1igton,:D.O.•:Ju~1! 19;,1.965~

Hon. J OH:N'L;',McCLELLA-N,
9hairman, SU,baommittee :6n, Patents, ;Trooemairks, ,ana; OOP1!rights,-oj' the'Senate

J 1ttucU,?ry C!omm:it~e~'-,u.S.,se~-atf<Was_hirlf!toil;'·IJ·a." , ,:
DEAR SENATOR: lI[Co.~ __:iIt'is'the PUrPOs~of-tliis letter,:'to'supplement the

statementtransmfttedto tneSubcommtttee on 'Patents, TradeIllar:k:s, ,andCopy
t1ghtsof the .Senate JUdiciar~ Oommtttee in connection wii;h therecent 'hearings
~e~~~ing,to '8.'789, s. 1809;,,8. 1899,;~a.nd 'S.' 1047~'_,i'Ye,ho'pe that it will be. helpful
to'y()ur~ti~committee-ifwe supplement our preparedstaten;t~ntand :add emphasis
to matte~lij ratsed ,b;Y,"other wttnesseaut the 'hearings' of'June land ,2, and
JulY'f)aIldJ.-'.;,','.',::, :"';'" :,,''\'"'''' ,o_·'c.',_,·_,,·,,'," .',.'"

,,.,:We .iil~', 'h'av'e-prepare.d, acomplete iin~.~.b37~liilf,:recommendation'for-the con
venien'ce-,o~ ,Y,?ur'comnilittee and, staff., "Sin(le the' Ilne-bv-llne analysis of S: 1809
~s all inclusive, regardless of ,relativeim~rt,ance~it,isi,sofar as we are concerned,
of' no consequence-that this additional paper become part of the 'record of the
hef!.ri~~ o~ the subcommtttee aIlliit isofferecloIllY,~s,.aconvenience-.:,',., "
"', .fJ:'here, is;one areawherewe would 'especially;lilre,t(y,suggest'~hollghtful ail,'alysis.
~il,:tesilinony.given on June,"lf'we' heard discU:~sions cO:llc~rllingthe,'divIsion' Of
ti~hts, ~elween the (}overnnle~t.andbetween,the'c?ntra~tors~ ,In' disc,us~illg.the
rig.hts.of Governmen.t,_ arewe concerned ",ith.'th,erighttliing? ,Arewesometi1lies
too close.',to',~h'~ s1JJ~jest? ,,4.,re. the t~eel';..o.~~cu:';i,~tl1,e~orest?' " '. '"
';, ~e"Go:,r~rnnient's needs, ,strictly. 'sp~~~n~;,ha've',nothing to, dowlthwho' holds
t~tle, tqall.invention.' Ev~ry-.G()v~r~~ent,needc,~,be taken 'ca~e·()f,' adequately
Withalicens~.""',,, :, '.'."','-,:'.:
. ~he.p~blicbenefit is the key;con,Sideration:an(llt:'cl0esridtfoll()\V"alltomatic~l1y;
U,i()ur:,'Opinion,:that th,e'lJ;)~bli<;, is, bestserveuwtien' title 'is.taken p:v·the -Govem
~e,Il~', We',~uggest ,~,ha'~, ~c,onn:mic;gro'Wth' 'is oU,r'priIllary goal, ..· New' technology
is very important to the' achievement of that goal and many of usbelieye that
that ,g~al, is. reachedbest ~nd ,faste~t,by leEiving title, whenever possible, '. With
~h'econt~ac~or'whO~sre!3PQJJ,sitple'f?rth~inye,ntioJl; .', .' ' ', .
','~~~j.s '"~til1' a,Iiati6n wliere, the.',Gov~rn'rile:nt .steps 1n.only when,-non~G{)v.eril

ttient can't or' won'toperate;',"Tlie ouesttonwns -aeseuontne first day of 'fhl;!
h~llri?gs~ ."~:v, does 1;lle, .contj)act?r..want titl.e1" As a matter of "law, title
vests in' an 'invenlor' or' hisa~~i.gn~:concurrentIY:~I-th the making of the In
ven4-0n..__ ;Hence' tll,e, contractor:()vms' the. tnventlon upon its conception... "Why
d~s \th~' 'Gov~rninent 'want to. deprive, him 'of .tl,le' iIl,v~nti'on ? .The 'Govemmenc
~Q,e~':n6t :,ta"ke awa,Y, thecoJ}.traet?l."s,speciallytra1n'e,4',seiElntists. , The contractor
should-retatn 'title;' Und~l.'the'piinei:[}lestat~d,above-;'unle~s 'theretsaclear pubfte
'interest superior .. to, the~ontraetor.' ''ritle·in'the":c~il~r~c,tor,~h{}llld'·.therefor,be
di.stl.1l~~CI.,as'rar~IY:&8it is possible 'to dt?, 'sO.;,' ••It.-san be ,argue~,.imtrt 'thepubdc
llite~est':reQ.u~~es'tli~'t~ng-of ti~l~ 9nlY,'.whf!ll,',the, 'co'Ilt!iwto:r W:(}ll'~ ()r;cap.',t ad-
vari.~'e;~e't'ecA:Q'6Io~~·'.,;:,:,',,' .'::,;':',,-,',' . "."' .", :':"".<' .. ";;',,: ",'.,;,..,', .",; .:,'
v! A: ':10t. ~a~' i~a:id 'att'~e 'reeen!::.heatiil~~ .ah()ut ~C{)~'l(l:~rc~alizatio~of 'inv;entloIls.'
W~' 'a~'e' 'sorry",tliat .. #();~i~tle' ~~3:s, 'said 'of: tJ:ie ,',ii:riport~!Lc!~' 'of 'qiscloslire. 'and ',y~t
discl6sure';is:',the":prini~ry..ptfr1)6s~ ,of: 1he.~t.eJjt'g:rant; i;.e;:,lll~'exc~,ange_, ()f
Itmtted exclu.sivity, for,disC1{)SU:r~not'cotnlllerCialiq;.a-tion: but' (jjsclosure'.' ,.Some
very:,valliable.i-inv~rition~ ,iD:lJiy ,be,com:r;nerciall!.Tnlpritcticableput:they' trigg~r'o:ff
6fliers wiiich.':Ill,ake;~'Omlll~cill,liza~loIi:fea'sible.. '".-, : . '., .' .'. '. . , ;. i "

"·We.:wisll,f.d elldorSe,'tlle,iposition.taken.' at.t~e'·h~arin~s 'coIicehrlng- th,e·. defihi
ti0h "of' ~,:m~de,r':Wi!lii 1"~sIJect to·,the'makingof'~aIi ,'iIive~tion;:, ..,Tlle -- di,gpositi{)-J1
of :titHytd in:ventioll's;shouid: :be' '-ba'sed' upnn' "cOnceptions"· imd':Shoulf111o,t,sw,~,ep,'
in .reduction~ ~o __,'Pr~ctice., Industr;r ,\Vas llllhaPIJY W:hen·(the':])epa,~tin~rit,of
De~eI1se-~ 'a:dopted' tlii~"l'a'rigtfa-ge y~.ars:.~ago- "at' :a",ti1il.~ When;:th~'-" G:0veriirbell;t
tece~v~d:'.:only""a lice*,se:and."even,:theIl:)x,clude/.t· the ". talri~lg' ~ o()uch 'liceiise':{
w'hen! :certain" 'cohditioh.~'were tn:.'exist:ence(1;iFor:'ex·atnI>~~;-.S-q.pP()S~ '~at 'm6di~
:th~,atioh, ',is' invented ':In electronic' eq.ulpmellt;i.: Its'~tilitY's,ee~s, .sO"i)~vIous:' that
the'Jcompany ~Iny'olved'do~s'not,ru~.lf tid;' r~dli.pe': '~rt· :to 'pra-ctice,o,r;.·perb~ps! ·.tl:ie
iii·ventor'ha~s'testetl' the' idea ,to:'his: oWlIfsatisfaotion'but li!l;S'~ot:Y~t<iemonstrated
it and

n

. therefore ,.has no., corroboration.. '~O'W, s!iPpq-se· ... :tlla,t· "a' ·'Gqvernm~nt'
a~ency' 'wIshes,::to .. dev"elop' som'e''apparatus· ,and: the' !inv€llttop-, ,p~eyiQtisly .con~
ceived appears to be quite useful in fulfilling the work to :,be' per-formed'under
the- contract. Under section 4(8.) (1), the contractor would lose title and yet
the contractor has accomplished, at his own expense, everything except the final
formal step. We do not believe that it Is fair for the Government to deprive
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the contractor of title in such a case. Buppoae, further, that a contractor
has :spent'hundredS::of'itho~sands';of:~dollarsiof,his',O'Wn:,money iIi.' developing
an-Idea practrcany.to ,l'eduction·to"practice, and ,then usearltnfor rthe-ftrstatdme
in, connection with.en:'$50,000,: contract.' ,:.The'contractor·:could," ·perhaps;,: ~ery
easily have, avoided; usi'Iig:the';idea'~but,.'wishing,'to)c'Oopera.te' toche.nrexfmum
with .thet Governmentche-haa. applied" nts.test. ceehnologyrdn oeden to ;,giv:e:'the'
agency'involv.ed, theobestcpoasiblet solution rtoPH-s problem; :.Je it ;fair; in: such-a
case .that .the- contractor-ilcse ',title?" We beueve i not; ,c-Hence.r.we beltevevthat
subjectInventions.should-be. Ihnfted' to: conceptions. ;df; .onrevtewr of thisjmatter,
it, Is. believed: .that.: some.treductdons -to.mracttce..should!'be: .included ,-wtthln-the
definition" we respeetfully.submib that exceptlons-shouldobe made twhen suttabte
equities,are present. , "j:-,::,

Referring eo section 3 (h) (5:),-the,,'determinationi.Of!reason-arble,'t.erms, andcon
ditions and, perhaps.t.the graut-nr-compulsorv ltcensesoferplaced-dn. .ther.hande
of the agency dnvolved. .U,seems, to us -thaf it-may, 'be,i,ativaIitageous,:from,the
Government's. standpoint: as. well as-from .cherpublic .benent-potnt-or ",v;1eW';:tbat
the, agency.head.do no moresthaneupervise the, grant. ortnaucenses or-beavan,
able .ae a ."referee," In this' manner,":the:burden·of,negQtiating licenses. would:
beotransferred from the agency.head to the, contractor .In.nn.area.wnere.we.be
neve the conta-actor would.be.more than happy, to,assume·.the,:,burd,en.and:wJ.1ere
the-agency head. is, usually. not beet.aole to .determlne ;:fair terms ,,~nd ;c(}nditions..
There: is'.no suchthlng-In.the area, of .ltcensing of tneuso of;sUiuda-rd ·:term~tJlnd.

conditions except in very limited situations..,Thereis. -no.:sllbs~itute;{or,:depth
of experlence dn a: fleld-to.appreclate.cwhet: is: fair and :w.-,.or:~able))l:p.d;·;v~<bJtt.:is
not. For example, .what. Iaa .f,air: rate Of:T;Oyalty.-?, ..:Wh:at. is,:tl;L,e ,pJ:'oper;:.'Oa,s:'e.
to. whtchithe. -rate.ae applted f .Bhould-ft ,:be·the",:gntiX'e,appa,r~t'q.s,'f.1Jrp.:isl1e4:
or only 'the .proportdonate :::part,c(livered ".by; c. the .Inve:pttQl1? ,_"W~at .should .be
done .. about, Informaclon.i.gnant backs- of" r-ights. .possessed ,:bY; .1;p~ il~ce~.::.,aJJ.d
tmprovemencsv. Should ..'th,e,.Ilcensee OJ;'.•. the.. Iicensor , be, J:<¥llJine.d·/,to, -,P9Jice,A~~
patent or.patents.mvorvedt.. ;011 what.. grol.lIlds·sho,ul_d;~e:;licep.s~: or, lic,ens:o:r
be permitted jto.terminatethe eaeeemeutv :'Sho:qld .tae.ueeneeehave .the ,ri-gh;t·.. to.
grant .sublicenses ?.:.Should .the ltcenseebe .requtred. to.exercjse.jns .best. efforts
in connection with the subject matter in order to maintain the liceIlSe:? ,,:Sh()u1cr
the license be ex-elusive or nonexclusive? 'ln almost eyery.situation,'the de-
cision must be made.on.a case-by-case basis. "

Referring. to. section 3 (ib) (8).".wenote that..th€!,re,'.:is'llQ,excuse whatsoever
permltted forfailing-promptly and fully to report an invention. In view of the
serloua.penalty, Le.,.forfeiture, involved.iand-because reasonable men can well
differ on reasonable time for reporting as. well as whether reporting is re
quired, we would urge,'inserti9:nof.thewords~'in)?a9."faith."In support of
the above .suggestdon; it is noted that conceptions and first actual' reducti-ons
to practice form' the basis for reporting, cetnventtons.v.as a.quick 'glance through
b?;a~d .of: i;nter:f~reJ?ce"all~ .court .cl~.c~~~o~s :o,n i~.t~r:~gp;~.n~;e s~tl~ation.s,:\ViP, .dls
close, It IS often,:.dl:ffi.<;t1~t,to"tlete:r-JJ1'ln€!i.-w:he:ll.,a ;(;'q-p,~€!ptl()n ,:h.-a,s;,lj~A·..made' and.
when an actual reduction :to practice has been made. Many interferences and
court 'cases .hinge on these' .' deterrutnattons.end.. -alnce tuere-ts.usuauv.dnvolved
a: question-tor judgment wdth respect .to twhtchu-attcrneysv ,.wilbdiffer,,',lt, Is.
believed that a sor-t of "rule of reason" should be applied in, 'this -erea ,'and~

that severe penalties' should not beoenforced unless an element of fraud .Is
present.""

.' 'Referring .to-sectdon.t4:(a)"and more :particular~y} .to-ithe :.crftena::HJ.entified
as'justifying' -thertaktng-cf principal rights; rthere -are. ceetatn- ambiguities, or .ar
Ieast-certatn 'degrees.' of. indefiniteness which, in' our: .oplnioru. are .likely .to cause:
future problems. '.' " '. .>" ," ',' '.:

'Referrtng.to subparagraph (l};:it 'would seem to-us ofdoubtful valuetor..the
Government to acquire, title to alldnventions made merely-because the: invention
niay be requtred.roruse.bv governmental regulations' .or"the', public; may. become,
a: user. In this connection, we: would' -diatingutsh, .for, i example.. betweentar.con-.
tract: having asanobject .an -Improvement. or-costcrednctdon.or. some.otner.mtuor,
modi-fication orawell-known drug such as aspirin; as ·distinguishedc,f~om .•research
directed to a .significantly Important :medical advance such as,a. eancsn.eure..
The same. approach' Is.uppltcable.fo isubparagraph(2)· ,where<yo:u: might!distin~i'
gutah between..an tmprevemeat in'stair,treads,to; minimize, the:danger. of;slipping;
as compared with 'a;··de'vice';for"absolutely preveIiting:.col1isions betwe~n' vehicles~

To' soften :'the'impact iOn: 'contractors without, disadvaI!-taging'.the -public; both .of
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these, .crfterta migh~:'-b:~:;-,~estd~'~~;(f','~Q'dmprovements-. ()r:':inYe~tions "~f,criti~~i
slgntffcance in 'connection with the: end-objectdve»; 'rhese problems -are, particu
larly serious for.would-be'eontractorsIn drugtand-aafety-flelds.

-In-aecttonA( a) (3);': the.Government-may 'acquire, greater nights whenever the
inventfon ,1'Jni~ht1~ confer, 'on .the conrraetor.ut'prercrred- 'or-dominant .poaltion. ','.
It ,~a:n:;bearguedand ~a8"boon:argu.edunder;·theiPr~_ent:DOD regulations that
every patent confersa-preferred'posltfon. Indeed', uhls.Is the.purposeof the grant,
of.a 'patent. ':-It' js 'not. thisisort:o't preferredbpoaltlon ,:Whichyou 'have .Jrrmtnd,
we-are .sure, 1uid;,sirililai.'lY;totherswho-hawe proposed-this. ty·pe of 'language have
not had this kind/of douifnance -in'inind.':, Therefore;;oibis' believed that 'it .would
be helpful to reword this criterion as follows: "rights at the time of contracting
is likelyto' confer Oil the'contractor adonrlnant posttion ';"."

With 'respect 'to sectlon-B'(b) , we, would urge' that a-careful study: be made
because-at 'first::thotight,' ltappears to be ..repugnant to argue that the public
benefi.trequires,th~:taki~'of exclusive rights from the cO:ntractoronlyto, '~
tu~n,:passon.thoseex:Clusivl:l:rightsto-another citizen. or u.s-basednrm. It is
for this 'reason that. many 'believe that any, 'citizen who wishes ,to use a ,Govern
merit-held patent should be entitled -to afree.monexcluslve license. ,.Both Salton
stallandLong'propose'd~dication~',:Webelieve this approach is sound in. most
cll~es;' .. 'In tuosc cesea wh~re 'exclusivity is necessary.fcrdevelopment; we, believe
e;xclusivi~Y!sl1~l.l1d-!emain: with the contractor.' -. The, public-Interest 'can .amply
b~'s~t~sfied'}jYcom']>111sorylicensing.
'.Refe'rring:to';lines',10,andll,:onpa~e 15, the Iieense fprovided-therein may' be

g'ra:nt~'CI;'with9r:vv~~hou't.the .payment of royal~;v to the United States;', ,This type
of:Jangt111ge'C'3if~leadto·gciyerulIle.ntal,regrilation of, industry :by 'determining. who
can h'a'ye':a,license andnowmuch ,he,;m'ay'have t~pay:, .Iu.haabeen-advocated,
fOi."':e~amPle/that, :th~'GOvernnient:grm:lt,exclusive: lteenses .toa.emall -company
to;llelp)tgr0':v'larger'~nd:the~--~hen;.i'tIs.Iarge-enoughito stand on its 'own feet,
the 'l~cen~e,' should. tie:,:talreu'::,tivay'aIf9-given,to someoneeise.or .the royalty rate
s~oUld be increased"dr-'son:ie'·,other' 'step "taken'to 'rerrm:ve ,lftnr,a-dvantage it might
have;": Mariy'fear-this ;type',ofGo'vernm~nt:elitr-Y into the'contrdlof the business
of the Nation; , ' - "

Very'tbny'yours;
T;' 'L. 'BOWES,

o hairth:a!rl~'-,!1JDr ~afent8 anit Proprietary I n:jorniati01J; 0 o~ntnit~ee.'
,- ", , '. " .' GRAHAM"W,McGOWAN/,

Gener'alOounsel,Electroj1lic1nuu8trics AssoCiation.

'Su'GGESTEDA'-MENDMENTS To···S.·:1809
.",,', """:',, """: ',' '. ,,', <'

, [Omltthe partatrucktarough 'and insert the partprlnted in italic]
A,tHLtTo' e~t:a61isli a'ltIl'ifo,t.;h'. 'i.i:atioifai pOii~Y: c~ilceiiliilg ,property,'rigih1:stJi' .irivention:r.

'" .. ..,: m,a?e, tllrOU~~ t~e'exp~Ildlture'of:pUb1iC fun~s:: ,an~'forothe~:lJurp~se,s: ..,'. ..

, ·Beitena;oteCloy:·theoSenate,anClHouseof'RepresentatiV68 of tll-e !J.n.~t,euStates
of A'merica :in"Oongress~:a88em1JUJd:;',That this ,Act. may he -clted astne ·~',Federal
Inventions Act".: .

"."'" ; "_'-',:-JJ', . DEFINITIONS
SEo.2. As usedIn this Act~
(al>TJie term '~'Gov'ernli1entagericy"Includes .any executive: or -mtlttary depart

ment or.:tlre .United' Statesi,aily,:other"agency;:independent:, .commisslon; board,
office, admtntstratron.ror.eutbortw .of:theGovermhent; and .any wholly owned
Government corporation.

'(b)" The term ','agency 'headvaneana-the -head. of;,any-Governmentagency,
except that. (1) the 'Secretary of Defenseshallbethe agencyhead of the-Depart
ment.of Defense and of each mllttary department there6f,and,(2) .tn.the case of
any 'authority,· commtsston.. cr. other ·agency;: control over which is exercised by
more-than ,one, iUdividual':,'such term. means .the '~bdy exercising such control.

(c).,'The term-,l!contract"',means ,'a;nywritten'cont~act,·graIlt,' agreement; "corn
mttment; .understandtng, or other written' arrangement-entered: into between any
Government,agency:'and:'any,otherperson·where a'prino,ipal purpose: of the con
tract, is the conduct -of: experimental, development; or reseaech work. Such term
includes, any-assigmn"eJit,',substitutiono'f":panies; -or raubcontract. 6f,'any tier
entered :.Into or .executed -forcor .in.ieonnection.i-wlth ..the. -performance: •cr.. that
contract.
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;:':{~)- "Wp.e·:~~rm"'!·Co:ll'Q:actor:~"ll1.eaIl~:,;a;Qypers()ll,::}lld.:a.llY publtc. or, private cor
noranon.. partnerahtp, firm,:associatioll,<'iJlst.itu,Uon, .or-cthen- eIltitywhiC,4 '" is a
partyt,o,thecontf!J.et.", ,.' ',' ..",:;.'.", '-

(ie) .:The,term"inyentionn:means"any-.tnvenuorcdtscoverv.. tnnovauon, _'or Im
provement-whichrappears to': be' reasonably.patelitableunder' title 35, .Dnlted
States .Oode.

(f.) The .term. "disclosure" meana, a-wr-itten "statement, sufficiently-complete
as to technical detail, to-the extent .available,-:to.convey, to, one skilled in the art
to Which the .Inventdon pertains' a-clearrunderatandtng-cf .the "nature, pJ1EpOSe,
operation and, as the case maybe, physical; -cherrrlcal,'or; electrical .charactertstics
ofthe invention;' ,

(g): ,The, term Hmade!';-when, used in.rrelabion- to a~yi:n,v:ention, means, the
conception ee ffi>st~reElu:eti8B: ~,,~of.such invention:iB: -tfteetH:ii'5eef &P
under the contract.

(h) The-term "to bring uo. the, point of practical application". means to, manu
facture in the case of a eompositdon.or.pnoduot.rto practice, in the case of a process,
or to operate in the 'case .of '11 machine or system and, in each casey under-such
conditions as to establish that the invention is being worked. and that its benefits
are reasonably accessible to the public.

CONTRACT REQUIREMENTS

SEC. 3; "(a) Whenever,any,Government,agency enters cinto,any:contractwhere,
a principal purpose is the conduct by a person' of, a. significant' degree of experl
mental.cdevelopment.. or research work" there shall be included in that contract
provisions.determined, under-regulations which shallbe promulgated by the head
ofthat, agency, to be -effectdvefto-camy.into effect, the requirements of this Act.

(b) Eeoh centa-act. entered.Intorby .any.Govemment agency shall' contain'.pro-
visions effective .to-; '.. ."

(1):, require' theprbmptftfl:4B:Hl.disclosure by the contractor to that agency
of any invention' madedn the- course of or. under-the 'contract j

(2) reserve to the United States not less than an irrevocable, 'nonexclusive,
nontransferable, royalty,..free -license roc the practice throughout the world,
by-or.on behalf of-the.Dnibed States or. by' a toretgn.govemmentpursuant to
any- .treaty :or otbec.ugreeiuent- with ·the Government-or the 'United States
in force at thetime:,thecontiacti;s 'entered'into, of each.euch.inventdon ;

(3). 'reserve to. "the contractor not-Iess-vbhan. 'an-Irrevocable, •'nonexclusive,
royalty-free. license for the practice throughout -the.: world. oft-each.' such
invention toceiner. 'l.JJith .. the,rightto;.:grant. sublicenses',oj-the same 'scope to the
extent the contractor, iDaslegally ',obligatedto, do so at: the time the contract was
awarded. Such license shall extend to its existing and future' associated.' and
affiliated .companiea.sdf.vany, within 'the corporate structure: of. 'which .bhe
contractor is' a;.part 'and -shall be -nontransferable.vexcept .that it shall-be
assignable tothe successor of.thatpart of tbe.conteactor'e.buetness to which
such.Inventlonpertains] .';; ..' .'.':.

(4) reserve to the: United States such greater rights Ineachsueh invention
as the' head of that agency 'may determine' in confenmi'ty.with.the provisions
of this Act;'

(5) provide, in, the,..case of the issuance to any person other .than:the: head
of..thatagency of the 'principal' 01' exclusive rights. in. any inventdonv.appro
priate means wherebysuch agencv headthereaftermay require.the owner of
those rights to grant-to. .other persons .llcensee for. the .practice.of such inven
tion, upon -such reasonebletermaend.condittons 8ubjectto, review by the agency
head at the requestofejther'party to the negotiationtlSw·~ ffitfj" flEesefilae:
upon a determination made by-such agency head, after .effording the oppor
tunity ofa 'hearing .to.uhe.ownerof those rights1ithat,.(a) bheowner of those
rights has not 'l.JJithin three years after issuance of the patent exerted.substantial;
efforts' -to bring the-inventdon.to the'pointofpracticalapplication and. (b): the
public. interest would 'be'better' served: by;requiring -the owner. to-Iiceneeone or
more -th-e issaaaee -t:e ~ther:,persi)lls::-ef.·:lieeB:ees·fef the· to ·.practiceef:that
.tnventdon: . ,:.' "" i ,; ",' . .

(B) "provlde, in the' event the prineipalree 8*elasbe rights,jri"any invention
are acquired by the-head-of-that agency: on .behalf.oft.the.United Btates, 'and
such agency head does-not timely:elect to.',s~eure'a'patentin a-foreign co~try',
appropriate -means,whereby .the. contractor' may. timely' file and retain- such
greater foreign rights, subject to the rights -reeervedrto the-UnltedBtetee.In
subsection (b)(2) of 'thia sectton;

54-40Q--65--pt.2----20
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;(7):provide';' in'. the' ~vent.:_a:--:pate1it_';aPiJlicatipi1'iis':'filed; ·oti.:_[aJiy';in~e'i:ition
made by -the.contraotor, -appropritite':means'whereby the: applicant- 'shall ~be
required to include. within the first paragraph of the ~pecificati()n_of such ep
plicationvand -any 'patent -issuing .thereon;' a- statement specifying-rthat ~ the
invention -described therein-shall besubject to! the provisions. of this Act ~ ',' - ,

(8) provide, in the-event the. contractor does not make a prompt:'fm€t',HHl'
disclosure to the: exlent'-feason'ably' possible'to: that'agency of any invention
made ffi the~~-ef'-:&",underthe'-.'contract'"ap'propriate means whereby
any, rights .of 'the contractor -insuch-Invenbiorushall: be .vcidend such rights
shallbecome-theexclusive properby.of.the head-of that agency.t.on behalf-of
the United States; upon a determination made by such agency ~ head; .after:
affording. the 'opportunity 'of' ahearlng to.theoontraotor; that .the contractor
knowingly. and ,in -badfaith withheld Tendering-a' 'prompt -and full .dieclosure
to that agency of such Invention: and

(9) 'provide .thatnothing contained-in -thla Act shall be' 'construed as -re
qulrlng the granting to ,the .United- States.of.auy right .or Interest duly.acquired
in-or-with :respect .to uny patent issued-for' any invention not 'made 'm,,'the
eetH'ISe at '9f' under.thecontract.

PROPERTY RIGHTS OF THE 'OONTRAOTOR AND THE UNITED STATES

SEC. 4. (a) The agency he~d~;1na'~:~cqriire',;at'thetimeof entering into the
contract, on .behalf of' the-United-Stetes, the princlpalee exell:isi;'"e rights in any
Invenblon-made.by. thecontractor.If: . - , ,

(1)' the 'purpose -of the 'contract: is .to-oreate.ocn-developr ee iffil31'8.e new
producte.vprocessea; tor methode.which-are'.Intended for .commeroial.: use by
the-generalipublic; or-which -wlll be-required-for 'such -uee by. 'govern~ental
regulations ,provided "that 'such".products, '.-processesj'or methods 'are or 'critical
significance and that no reasonably competitive item is readily availablejor

(2)'" the 'purpose: of .the contract: is for; exploration into fields which directly
concern and' 'fl're,oj-critical:significance in connection with the public:' h:eaJt.ft,

>health~ welfare or aafetyc cr . ,
(3) the contract is 'in .a. field' of science.orrtechnology 'in: which. there has

been. little significant experience outside' of work funded' by the' Government,
:or where.theGovernment 'has been: substantially-:,thesole sale; ,I3l'iaeijlal; ffl'
I*'imedeveloper 'of -thefieldy andvthe acquisition of' exclusive rigbtsut the
tlmeof contractlngreeges is ,likely Mconfer.on: the contractor a pPefef:F.ed ee
dominant positionj-or

(4),.theservlces.ofthe .oontractor. 'are for:' the:'"operation of a, government
owned researcli'or,'-production-facility-,-,or for .coordinatdng. and directing the

" work.of others.
.In .exceptional :circumstances' the contractormaY,retaiw~"at 'the: time of

contracting or upon -disclosure 'of .thednventlon, 'notwithstanding: the: existence of
any- :of the ,conditions' specified in, section 4(a) ,':(1) to (.4)-;'inclu'sive, greaterrrights
than the nonexclusive license specified in section3(b)(3Lifthe'agency;head
determines ~,that such actionwill-best servethe.public interest;

(b)' ,:w:ftere'NotiJJithst'andingthe:proVisionsofsection, (4)(a) , where the purpose of
the contract is to build upon existing knowledge or technologyto developIriforma
'tion, products; processes;•. or methods .for use, by-the Government,and the .work
called for, by "the -contract is -in-a -fleldIof ',science .or.rtechnology in -which.rthe.con
tractor has acquired technicalcomp€mtencedirectlyrelatedto an area in which he
has: an: established,nongovernmelltatcommercial' position" .the agency- head -shall
acquire no greater rights than the' nonexclusive Hcensespecifled in section '3{b) (2)
unlesa he .determines, .after, the '. invention -haa- 'been- 'iderrtified, : that »there. are
exceptional: ~'circumstances -which-Indieate that: the-public 'interest would
suffer as, ,a -reaulbof the 'contractor retaining the principal,or' exclusive 'rights in
such dnvention. -- -- ,

(c)'-Asto any-other contract-executed. under this Act .thatis not within thepu~
view of subsections, (a) and {bFW'of -thie seotdonr.the tdeterminatdon ()f rigllts in
any.inventdon.made by. the-contractorehallbe made 'by the: agency head after the
disclosure required by section 3(b)(1) has been received. , Upon receipt thereof,
the,agencyhead'shaU:acquire'no'greater rights than-the nonexclusive license speci
fied dn.section 3,(b)(2)::unless.;he'determinesiafter·examina~ion,', of -the facts 'of the
particular :·case",that _there-are',speefaJ exceptiQnalcircumstances,:which indicate
that.ethe. public.Interest-would-suffer "as.a "result 'of-the contractor 'acquiring the
prlncipal.cr 'exclusive rights. '
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',.' :In -exceptlonal' circumstances, thecdetermlnatfon- ofosuch .rights ..may, be made
at the'ttinre. of contacting;' if'·the'agency' head-certffles-that- 'such 'action- Will-best·
serve'the publtc interest;

ADMINISTRATIVE:-I'ROCEDURES:' FOR- i DETERMINA.TION'!3"

SEC., 5,.··. (- a)" Whenev'er .a.c,(mtract:,pro'vide's-':"th~',:a'g~nc;; 'b.~~4:with .t~e ,'ri'gllr Ed
acqutrec.after •the Invention ·:h~, .been identjii,ed,;greater; eights, than. thenonex-,
elusive Heense spectfled ... tn.aecttona (b) .(2) .. andand.. he decides .to exer-cise .. ,s.uch:
rlghts, he,',shall :within.sixt.y"d,ays .. after:;r:ece~ptof;.the .' dtaclosure. .requtred by.
section3(b) (1): ,'," "." • ,. ; .

(,:1,) ;.malce :a:detElrmiIlatiqn: .supported J)Y"_,fin,dings,, o.f::fact,: that he shall
acquire on behalf of the United States greater rights than tnenonexcluslve

,:lic~nse speclfled. .iIl;;~ectiolk'3,(b)i(2); purauant •to.cthe >Ilroyision,l;! oJ section
"4(-O:),,or:sectio:n ~(G);. "'__"," .. ""'.'

(2) '. if· .the. agency -head determines thllt, lle':'f:1hall; acquire .on behalf, of the
United States greater rights than the .nonexctusiveneensespecined .in: sec

',,',' ;t~Qn ',3(-b)(2:};""he, $hll.U wtthln ,sixty..,days ~,after making suchidetermlnatlon
transmit ·.,to: ttia-contractor.: written. nottce.tor., J::!,is,-;in,tention, whichonotice

"shaU.~-:::", :;".::< ", ''",'' ' ';' :'''::'.';'': .:
,. ,(A):., speci.fy:.the.nature of the prqpl;!rty: r,ight, ,iILthat,i,nvention .. which
-the. agency, aeadclatms.on beh:llf_of;.th~::United,States;;.·..'.: : ..:, .: ,.:::

(B) state with particularity., the basis' for:,belief"that:the:United
Btates.ta entitled under.tnta ACt:to. acqulreauchproperty rfght. in that

.tnventtont and.. ." ,. " "' ... " .. "
(0) accord to the contractor, or .his duly.uuthcrtzed representative,

:anoppqr,tunity fQra.,heaJ.!ing,co:p.ducted: in compliance with the provt
sions of'.the .Ad:ru,in,istratiYe:Er.ocedure ':,~.cti~ upon .tbe question whether
the Uni.te,d,;S,t&t.es .js -,entitled.;,un,der!:th,is;.Act..to -acquire. such property
rights Inthat invention. .

(b) If no appli~l::lti,on,for',~ hearing @d,er:se,ction,15,(a):{2),(.C) is made by the
contractor, or his duly authorized representative, within. thirty days after -re
ceiptof .riotiee .by-the: contractor; or"it theagenc;y' 'head' det~r:tnines upon the
record.oj 'any such 'hearing thatthe,'Uniteil,S~a~es':is 'entitled ;undee tnie 'Act
to-acquire greater-right's than.the nonexclusive:1icensespecifiedin section, 3
(b) (2)" .the agency', head shall: Issue-with -respect-to-tnat inv:entfona written
declarati0ll 'of acquiring on behalf of the United' Btates.wjncn ,shall-:--

(1): Hdentlfywtth-partlculartty the' .Inventdon-to which it relates; .and
(2)', epeclfy.the nature of the property right therein so acqllired on behalf

of the United States.. Such declaration shall be served upon: the,contractor
'or 'upon 'hiS: duly authcrtsed-representattve.: and aco:py thereof shall be
transmitted to 'the: Oommlssioner of Patents-.:'The agencyhelldshalLadvise'

'the.' Oommtssroner-orPatents promptly concerning, the'pendency, and .result'
of-anyjudicial:revtewof,sucJ;1 declarattonr . . ".".' ,

.:JUDICIAI.')-REVIEW; :OF •DETER;MIN:A.TIONS'

"s~g. 6.'.(~\; Wh~~e.v~J;,;';~·"agbi~~·';' he~~i'a:cqul';~& ,:th~:~:ii~~'~l' rights ,unde-r
section 4(a), or any such declaration of acqulrdngIa.Issuedjby; an-agency-head.
after hearing, or any final determination is made under section B(b) (5) or sec
tion 3 (b) (8) ,any partY:,4ggri~v~dlth~reby..shall.-b.e..:entitled to a judicial review
of the basis for such declaration or final determin~tion~yfilillg,.,a\Vritten peti
tion,:foran ordersectrngastdettiat de.~laration,or.determmattcn in -the pJlited
States. Court' of ,Appeals. for the' Hi,strict, of Columbia·.or'in' the, court of':avpeals
of 'theDntted 'States .' fo,rthe" jU(1ic,ialcircuit in which ,such 'party resides' and
serving a" true' copy' of' t l1e, petdtiou upon the, 'agency head, 'withinsixt:v days
after .notice. of: such 'declara~ion-or determination; - ,' ,Tlie' agency',llelld thereupon,
shall, certify andflle -inthe"c.o,urt a true,a~d .correet:.'transcript o:f.thee:ntir~
recordcofthe-proceedtnge upon: ,which t;he;acq'1(,i8~tion,·.declarati<m0l.". determlna
tfon was based, including: all!evide;nce .taken aIld. t}:~e, finc;lings'and conclu~iolls

mad,e,by:theagencYh,eadth~reon.,':., "",';:'.~,' ,,~,. ';,:.','" '. "':":
(b) 'The court shall have' juriSdictiont?hear aIl~ d~terIir.ine'.allY,such petttdon;

and shall have power to affirm, modify, or'sebisidethe'acquisition,declaration or
determination. In any such review, the findings of fact made by the agency head,
if supported by substantial evidence, .shall be conclusive. If either party shan
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apply to: the :court-for Ieaveto esnuce, :add1t;ioD;~J evidence, .and. s;b.aHshoW'to .the
satisfaction, of-the courtthatsuch-additi0JJ.aLevidence: is' material; uhecourtcnav
order such additional evidence to be taken by the agency-head and.fo .be.ccn
sidered in such manner and upon such terms and conditions as the court may
deem proper. The agency head-may modify:his'flndings:as -to.the racte by reason
of the additional evidence so t~lren, and he shall file such modified or new findings,
and 'reco~mendations;,if'anYi' whlcll,i·if supported-by sUb'st~ntialevidence,shall
be' conclusive-with 'respect', to ;action, in. -the ,ma't~er .under ,consideration; ,The
jUdgme~tanddecree of theeourtshal~'bellnal,:e~ceptthat it shanbe'subj~t to
review' by-theSupreme Court upon' certiorari, as"provid'ed· in section 1:25~ of title
28, United States Code.

UnA,ny'declaration or.acqulrtng or detenmnatron.tseued 'under this 'ACt shall
become final-e- ,~ -

(1-) upon the expreattcu' or.me trme auowedrorthe mejdng ·0£. application
for anadministrative hearing under this Act, i~ nosuch application is .made
within that ·timeby the recipient' of notice .glven under section 5(a) or by
his duly ~uthorizedrepresentative ;or

;(2}'uponthe expiration of-the time allowed for :filing a;petition'for jUdicial
review,if noeuclr.petttion has beerrduly flled wlthtn such ttme : -or

(3) upon the .ex:piration o~ the time allowed for .filing a petttiontfor cer
tdoraa-Ltfltheordef ·'of the agency head has been.emsmeuor 'the petition for
judicial revtew-bas.beendtsmtssedoy a United, States' court of· appeals, and
nopetition -for certiorart has'been-dul¥.,filed; or .." '.' ' '

(4)' .upon the denial of a 'petition"'-for certiorari; if' the' order of the agency
head has been affirmed or the petition for review bnsbeen dtemtsset by a
United 'States court of appealaj.or

(5) upon the expiration of.ten ~ays,f.rdin.th~date.6fissuance of the man
date of the Supreme Courtjif such Court dtrects.tbattbe order of the agency
head be-affirmed or that the petition for'reView~~;disI!l~ssed.

INTEltiu',· EXAMINATION·; OF ,PATENT .APPLIOATION

SEQ. ,7. Wh~neyer :th~'agency :h~dd~akes,.a,declaration of' .acqutrtng dn aceord
ance with .theprovisions of.thts Act, if .he concludes that·such invention marcon
tain-patentable-subjeet mattero.he-mayflle wttho'the Oommtsstoner of Patents
a .patentapplication cover1ng.,said··inventionj,unless:;,one· has been filed. by the
contractor, 'even though.euch- declaration. Qf, acquiring has not become, final as
provided m.section 6:o(this .aot. :'.'The Commissioner, of' Patents shall. examine
such.apphcatlon, but shall not issue any patent thereon until he has beerr.notlfted
by the-agency head that such declaration, has becomefinal,in which .case the
patent. shaU.teeue to the. Governrnent .as as,sign-ee,or.that aflnal-determlnation
has-beenmade -that-the .. United 'States.ds not, entitled.' to .any rtghts ..greater than
the nonexctusjve jtcense specified.:in section 3 CbH2}'.in ,whichca.se .thepatent
shall issue to the i11i1Jentor or his as8ionee.,; The'· Commissioner orPatenta.sbalt
proceed as provided in title 35, United States Code, except that nothing-contained
therein shall preclude-a .party' who-haa.suecesafullycontested a declaration of
acquiring from exercising all rlghta with .respeet to the eecurfng or a patent on
such inventi'onthat 'said party. w01ild-ha-vee~oyed:iftherehad" been 'no declara-
tton-of.aequfrtng by,the:agencyhead.· ,

lfA:TENTS.OF' THE "'UNITED') STATES

S'Ec~:8'-: ~ '(~) c.' WherH3ve~~d, ~~~ncy "h,~ad:';has' ta~en'" title t~.any -Inventton by
declaration .pf,acquiring which-has- become -final..or 'by authordty or any other
provision Of;· th~s4-ct" and he has-reason to believe that such invention' is patent
able, he may.make applicatdon to the Commissioner of -Patents .for-the.Isauance
of a patent-therefor. to suchagency head .on behalf.of.t.he United States, Tithe
Commissionerdetermfnes that-such Invention is .patentable, he-shall Issue-to such
agenqy heed.on.bebelf.ofthe. Untted.Btates a .patent, 'therefor.,.,.E&tlft~h:eM
ehftllta!fe e,tel:u.et;,!,,'J5 _ !>e""'l"'*'e<l+e~,,,,,,,, ~'e••" • the;_~
i'lgMe '* the :g,ffieft -.. ffi ""y~ ee _,"'I>iffi.,~._st'm<><Ie
"r""y~l>e<;<I, thef.jte'Hey ~ehftII'\!i!>e l3iteft <>eti<mee>!>e.e!H>ll
€letel',miae. ~,he,l',e Efl'iiOffi El.feP, ...th#, .f}liPIW,se. ,
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(b}'Each agency> headimaycgrant an Jappropriate,eKell:l:si se. el',fi8E: e*slHsi, e
license for ,the :practice of any invention for which he.holde e-patect-aequlred
under-this' Act on behalfof the United States. _Auy.-suchJicense,shall be granted
under such terms and conditions as the ageney.head ahalldetermine to be.In.the
public interest. Any such license may be granted for the effective period of the
patent or for a more limited period of ttme.. and may be granted with or without

. bhe payment }?f ~oy"aJtyto the United States.

REPORTS 'TO T.EiE-CONGRESS~;'

SEC. 9., The", head of each agency' which awards any contracts of the class
described in -section _3(a) _shall submit semiannual reports to the Congress
contsdning-v-

(a): the' ntimberof,contracts>executed:for- each, of -the subsections (a), (b},
and (c) of section 4, and-the number of inventions disclosed pursuant to 'such
c~mtr'ftc:ts;;. ":' ',:' ',:',' ,,:"i,' ":' .•,",

(9) the nUilllJel' an9-' general nature ,o~ eucninvcntione 'Withrespe~tto"Vhiep. the
ageney. acquired no greater .rtghtsthan. a ,roy~lty~~r('le,)ice,nse ill,accordance with
section 4, and a summary of the findings orfact \l.P911:w:hich,su~h·:Clet~rrninations

weremadej.end. ", ",,;,',;,',: __ -c: .:;ri'- ,;,,_,':,' ','; ","" " "
(c) ,th13 number and general nature"qf .$ll~h .Inventtons wttlJ. re~ct,to Whicp

the '.ageIl~yhl:ls.: acq ufredgreater-rlghta thall; a" roy~l ty.,free licenf3~_)Il"accorClance
wfth. sectton ~,ana a ~Wm-rnar'lf0t theji;nailn(l;s' 0t faot, upon whiolJ,a:: d~terrnin(Jtion
-Of the applioabilitv of Motion 4wa~ based.

SEVERABILITY OLAlTSE

SEC" ~O. ,If" any provision" ot this. ACt, 0,1" the ap~lfcati-oil'of SUCh,:'provisioIl'to
any. ,person ,~r',circ1J!llstallce;',is, held.:invalid, ,:tl1~:.re,llla~nder,of this Act'"or, 'the
application of sllc!f provisi~Il~ to perso.I1sorcircu~stances'Oth~r than.those as to
whid~,~t is,h~~d -i~vali,d;, ,sfi.al~,~ot b~ aff~ctedtli~rebY: "

'Ttd:8:NIOA~ .AMENI)ht~NTS

'SEC. 11. (a) ,Secti6'n"l(l(a)':'of·the Act' ofJUri~'29, 193'5~,-a'S added-byseetdon
101c{}~the:Act,of .A.,:uguSt-14, 1~6'(60'Stat; ·1085; asamended';,7,:U;S.C; .-4Z7i-(a»), is
amended -by'strlk:in~out th~following:lallguage ::"A,ny'contracts 'made pursuant
to .tpis auth{)J;ity 'shall i conta:in· requirements,Dlaking, the results' or. research.and
inves,tigations available .:hrctl:ie;PU!blic1th.rough:': dedicatton.tassdgnment- to the
Gosernmerit; or 'such other-means R'Ef;,the Secretary, 'shall' determine."

(bXThe,NatioJ?,al, Sc~ence"'Fo~dation'Act·of 1950 is: amended by, striking out
section 12 thereof (42 U.S,0.1811).

(c) "I'he Atomic Energy Act .of 1954 if3 amended 'by striking out section' 152
thereof (42 mS,C.2182).. .. ... .

(d). The National Aeronautics and -Spaee Actof,'1958isamendedhy""'-
, (1) striking out-section 305 thereof (42 U.KIQ;'2457) ; and

(2) 'by striking out in section 306 "the Inventions -and-Don'tributlons
Board, established undersection 305 of thisAct;"and' inserting in.Iieu there
of "an .Inventions and Contributions Board which shall 'be established by
'theAdministrator withinthe Adn:linistratio.n;'.~

~e)The OoalResearchand-Deyelopment Act-'of··1960 (74 Stat, ?36) is amended
bystriking out section K·' "":'.. . . .'.:".""

(f) The HeliuDl'Act'Amendniellts'of 1960 '(74 .Stat, 918) 'Is-amendedbystrtldng
out thefollowin~,language 'in,'section,4 : ,"Provi{!e(J;': however,' That all: research
contracted for, sponsored, cosponsored; or authorized under authority of this
Act shalfbe provided for insuch a manner that all .mrormatronv uses, products,
pl'ocess~s,·'patents" and "other' develop:ment~ 'resulting, from .such research' de
veloped' by. Government .. expenditure win, (with 'such exception'S and limitation,
ifany,as"th~'Secretary may find to-be necessary in the interest' of-national
d~~ense)',be,a~ailable-tothe general public:: A:n~'1Jrovidedfu.rther,Thatnothing
contained 'herein -shall 'be construed "as' to' clep!ive-the .owner of 'any background
patent r~lating.th:eretoto ~'Uch'rightiras'hen1aY'have·theret1n~er."

(g) :Th.e'.Saline ''Yater' Conversion Act of ,1961" (75Stat:c628) .Is amended
by 'striking out:section4'(b}.

-(h), The Arins'Coiitrol 'arid'ni:sarillaillent'Actof·1OO1' (75'Stat 631} is amended
by striking out section 32. ".



698 GOVERNMENT!,PATENT ;I~Ol;ICY

i:(i)' 'The:'Wa'ter-:Restnjrc~-Beeearch :Act- of-·19&!, ,-(78:'St.at; --329): is' amended
by;striking out sectton.acac'

(j) The:.appalachiilll:Regional .Development: Act 'of ,1965 (79;-;Stat.:20) is
amended by striking out :sectioll-302{d)-;

EFFECTIVE DATE

SEC. 12. This Act shall take ettect on the"first day of the fourth month be';;
ginning after the date of enactment.of this Act.

GENTEXOORP.,
OMoondale, Pa., JuZy23, 1965. 

CHAIRMAN;' SENATE' SUBCOMMITTEE ON'PATENTS,',TRADEMARKS, ANi> COPYRIGHTS,
Washington; D;G.

DEAR, gm :In reportdng prtor .proceedings of thePatentsSub:coIDroittee' Of,' the
senate- Judiciary, ,CoD1n~1tteerelllark~_we~ 'llttribllted tOYl:)U,' which indicat~ a
greater •cOll~el"Il-pnyol1r:J)art ",fOr: the ,ethieal-ilIlplicatkms In. patentInfringement
than fer-possible material' losses. ,. .'

I ..am. i~C?Hlp:1et~, accord ~tp y,()l~r yie~p()int,:and Iu ,a .. long::,hi~to*:,Of:'con~
tehtioll .~ith:·vari0u,s .GOV~rIliuent:'~roups! 'thi.$, 'hils.'be~n, ,bttr precise' J?osition.
'. Tp:e:',appr:9prlati()n,of,.~ata.,~ither' 6~f()re. or arter a' pateIlt'iifis~u~d,,*,hen"~ub~
mttted in c6nfidence .or .when .'confidence..is' cle~rlY',impl-ied;'CoIlSti~utes:;'in'h?:y
belief, an appropriation of intellectual property.-· . ., '.'

The fact that a material los~,lllaY"be,involVed ~sincidental to the larger issue
which you have cited. The practice is' 'not 'Isolated, is not unimportant. We
beU~ye ;that;ips. a viol~ti():p, o~ proP,erl business pJ.:actice.,;, : ,',;; .,,,.,, '" '

;.A.spre?>~'del1to~o:erit~i..p6ry:;:1 desire tn 'thi~~9:titex~,to; .present:.t9 'yol1.. ,it \6rie,~
r,esume()f:·so~e.of this~orporllJtlon's experience Wi,~theDepartment o~ Pef'ense,
particularly Irirelatfon to the appro:pri;l:tion of illt~llectl,lal prope~y... .,: .:

We make this presentation uafesponsdble citizens arid in 'the belief tha:t'tl1e
bes-t interests of the couiltryWill, ~~"ser.v.ed,.bYfr.l'mILdiscussion. We believe that
there should be sincere evaluatiOn of the impact bIle' appropriation of intellectual
property"hason,techno-Iogicalprogress,andonthe,pab::mtsy:ste:rn...." "'.'

Duringvthe; .pastvquarter-of :a, century, -the Gentex C.orp.:,hasbeen,principaUy
involved; in, developing .. producta-of •military -mterest.r, All of,.our.idevelopmenta
have.'been;privately'fpnded.,,:,:NQ:,Governlllent.mon..eysiA~ve,peeu:gse,,'t..,: :. :::

"I'he Gentex-Oorp.. has; over, 2.QO,-is.sued, 'and, pendingpa,tents. Most ,of;these
developmentshavebeen, put 'to,.military; usage.. '.,We:httye;devlsedand .developed
the 'designs, presented the concept, or product; and-secured werv rew contracta for
our efforts in these developments, This has ,b~enma:rUcularlysO,siuce,World
War II. , .. " ':'-d'C: '--:::"",', <",',: :',

While we present the experience of a single compan.y,,-it<i~:reaso,nabl~,tltat

the same. experiences could-be reclted-by.other .compantes.cStdll.cthers may have
had their. intellectual propert;v>' appropriated and .then, .being discouraged, dis-
continued. submibting.fdeas. <.,' ,,;; "C"--',;

There is no·. substitute for private and encouraged effort to achieve ahtgti rate
of. technological ,pro'gress. Technological progress is most economically. obtained.
by the encouragement of privateinitiative.,,:ThiJ;; ds.che foundation of our.demo
eratdc. system:and uPQnwhich:system'this,'coun~ry.. grew strong' and .great.

The Gentex Corp.'s background is-that of a eompany which has over: the years
been oriented.to meeting military requirements..cprporate.policy is that of using
its own-funds to finance the rtsks .or development with the logical expectation
that subsequent productiou·,,would,perrnit recovery, with profit, for the risked
capbtal; ·.,·.C' .:' ...., ':••..'::.... . ..... "':'-"'" • • .':

During World war II,we had-theprtvtlege 'of"developing·andproducing, or
only developing, solely.wtth.our own funds, the complete parachute assembtvon
the.fcllowing.asstgnments: The .dropplng of mlnesj-the-resupply of .pigeons j .. the
sonobuoy.for locating' submarines; drop sonde. for securing 'weather data. over
inaccessible areas j essential-cargo, work for the .Offlce'of Steategtc.Servtcee: tne
atomic bomb as dropped, ove-rNaga~aki and. Hiro,.shi:t;na... .',":: .. -. '::'"":",'

These', were among. our' assignments...,According. to, the.best information' avail
able, there was not one single reported failure in a .militarY::operati(m,~:::.Inac~
cord. with .our own recordscapproxtrnately 9E3·percent- of our, required, raw mate
rials were in the noncritical class.



GOYERNl\<lENT PATENT /POLICY 699
During the: post-world- ,Wa.r:JT:periQtl we -were :the·;:f).r&t .' tel developvery. high

ujtrtude. parachutes -for metecrclogleal-rcckets-end proved their, ,feasibility,: ,·We
have had extensive experience in d~signing.critical:hel~.ets,:for,mili_tary,~viatQ:r~,

as welt.as. ehrapnel-resistant -helmets asusedby -tank crewmen.v.Dur work in
cludes, the sturdy cross-slot webbing now used for 'cargo nets; safety equipment
suefi.as a-carrier for live detonators, advanced.heat-reflective clothlngmatertal..
and, other.jsurvtvalequtpment.e... _ ''',_ ','._, .,'

It fs :discouraj:p.ng to" have.created anddeveloped .intelle:etllal,pJ,."opertyand to
then have it appropriated.

We have, presented our-cases. to .admlnlstrative authorities.' "It..Is very unfor
tunate.that, the rationale of justtrtcauon. is :more:importantthanthe,deterIllination
of right. . , "' .." ", ".',':

We were encouraged, for .example, on .acrash basis" to develop .a.survtvm jnt
container for the Department ortjie NavYi,,'~

,', Thlr;> .Item ::fitted tnto uie ,framework "of.company policy inthat:it,was,formil~w
tary .usage. ',,' It wee in: .an, area of our, technical. competenceandexperience, .and
we could reasonably hope to produce. tbe.ttem.on our present fac,ilfties~,"TheDe,
partment.of Defense-was-apparently to.be. the.sole.customer,
, :;The: requirement was :urgent. and, dejtvertes were stated to be neede(l:within45
dl\Yl:1 .afterthe .award p'f-.a-c()ntl~act.,;--.It was agreed that, Gentex would act ,only.as
fl:; subcontractor, .andwould .notsubmttadtrect m:opo~ala.~'a,prime-.contr,actor.
The Gentex part number or equal was in the specification submitted with the'~J;ly:i,~

t.a,.tlon..':; i:',,: ',: ',':, .:,f"c,: ,': ':';',,,,,,',,,,,>:-,_!,',':.. , v.: ""
':,·:i,h~ pti,mecon,l:J.:ac-tqr)prw~~e~:t: tqI:C-ever;Se gngjneer',tlle, i:telll':after the ,a:War,dof
the qo:t;lt!act.The:Nayy ~eIL'<lidt1lr~f:ltl1illgi3::>' .: ': ':" ,': .
.."V r,phe;prime'CQIlO:;:tS,tor was: p-~tte:d,to. .submlt; sevet:~l,:prp:totypes, each-or
which reverse engineered our design. Tl;l~s,;\:v;Jls,:in:,v~9Jatio;n;,-()~:the;:Arm.eliServ7

Ices.Procurement :RegtI1ati~s.,Co::ve:ri,Ilg· articles of;·brfl.ud "name, 01'- .equaj.. ,:The
ll1~terial,. used ,:~~f?"app:rgi~ri{a,te~:y,;o,J1~fQurt~i a~,',cost)y! es t~.a,t:Jv~ich,we;:toun~
ne:Ges!'ati'.to :u,se::t9 :.a,!3:p-~~;'fei prop~:func.tion.:" ';l'lle:Nayy!s ,own: specification drawn
at.a later: da:t;e-; c;o~fi;rm~~:l::, our. ,d~te.rIIJ.iD,atioll: jo:r .the"use"p;(:~he.,:SRgle e:X:~Ils~:ve

material.., '",.:''' ",' """",.',,',,',,"" '," ',-. ",'".,;".-";,,.,,;, """".",',;,.-, ".',' ''-
2. 'I'he. 4:,5~q.3;Y: ,lielivery;,,r;equi!ew.en.(:was:,extend,e<l. more, than,6,.months toac

.(;,9:n:tDl99-ate the, prjme .eontractor'sceeire.to .attempt to. reverse-englneer.,
"",3: ~~e,:cQntt'a,ctwasc,a..me.Ilde,d app:r;o,~iD:lat~ly3 .mQllt1).s: .a1:ter" its, award, wtth
Q'l:I,t,a:.redue;tion in p:qce:,: to,inc~u~e:,;a';Pll~ent,indeDlD~ty ..clause.which. would .pro
f~,<;ft~eN,a vy againstu.. Gentex. .patent, .,?J1~lliCl, one: ;therea~te:r,.:be; tssuedr :'( T:he
clause employed W,a,S"UJ;lVS}l!l;! [n tha;t.it:tl,ealt llot:witll patent indemnity generally;
but singled out the Gentex Corp.,spe;~iAC1l,Uy.. ) ""'" :j': ':'.'-1" __ ',',; ,;;

'J;.he ratjonattaatioll;l>Y';ll,ful::t:ini.!3,tratiy~a1l"tp.qri~iesfo~:,this, action was that;.
(l,)."There,was then no yalidiS'suecl pllteIlt.·,: ',:-: '" :
(2) "Gentex"had,sold,a .. alngle contalner .to the .Department .of Defense.: which

was not.dn.fact so.; that the Department, therefore. had the rfght to .reverse engt-
neer or to permit it to be ueverse englneered.. ,,":':':;~ .. ' .'

(3) 'I'he prime contractor. believed that he could.make.the__ ar-ticle at'less 'cost
than. we had quoted.iand.he was therefore.entitledto.. reverse 'engineer ,it".even
thoughperformance under; the cop-tract was greatly delayed. .

(4) ,Absence of conslderatton to the Government, despite the extended deUvery
and the .. known substitution of. Inexpensive materfal.. was not considered relevant.

(5),·,Both the Navy. and,Gentex.hadbeen too.Informal. in,detailing of rights to
intellectualproperty,·wbiclt might .ari~e, and without any_apparent·regard to·t'be
ext!'eme urgency and short term for performance,of the program.

The ,correspondence is:volumirious...' (Seeex]}ibit 1.).1 .,. ,
Gentex developed an, impJ;Q<Ved, sound attenuating earcup for helmets whicb

would permit the earcup, to,he. oriented to the axis.of the ear of the wearer.
'.Dhe article was first submitte,d in ,small experimental, quantities as a.proprie~

tary item to the Radio CQrp.,OlfAmerioo. "The Radi,oCol'lp. of America 'Submitted
a drawing to the Ai,r.'. FOr'ce clearly, marked that. itw-a-s:"propietary to' Gentex
Oorp, (General Textile Mills"Inc.)

The Department·; of .the;'AJr(:mol~e appropriated ,the. design,· tranS!ferred"it to
their; own drawings, and':asserted"thatthey ,had ,a right to itdn:view of 'a.contract
they 'b,ad.with. 'Radio· Corp. Of America. We: protested, this, action.· several times
verbally at a high a'dministrativeleveL

1 Contained in committee files.



700 GOVERNMENT' 'pATENT :i'OLICY

·~:;w€rJalso"incltided-:'the- earcup'iiii tw£)' cotripl~te 'helmets 'submitted- ill conndenee
solely for evaluation,t~the]:>ePM'tnie~t'Of:the"Air';Force;"I'he special features of
which helmets-were'~leitrly()utline~;ill~writi~;_""

)]'Ihe -Air B'orce:'subseq~ently,:-'ass'erted they 'had': peocured -thedesi~ r1:'r0rn
Protect,itm. Inc; __ This vras,h:~ever, 2 ,'years 'later than-ollr experimental- sub
mrsstonto Radio' Corp;<'bf Anierica:,"The AirFor~esubsequent1yaIS{}asserted
'that ,they had, seCured the design from the Roanwell-Oerp;' ,The matter fs now
'before the 'Comptroller General. .-k copy of- the 'protest to tne.Oomptroiter Gen-
eralIsattached. (E~1:libit2)" __ , ,', ''' ,',. __ ." __,"._,,'

In: the' fieldS,Of'protective h,elmets, 'parachutes, •cargo nets, heatr~:fleCtlve
material, 'carrters tit Itvedetonatorscbhe etory seems 'tooe-thesame-c-creatlon,
submission, acceptance.approprtation.

During the past year, -tne'Department or Derense has Issued-a sertes tif Defense
procurement 9rculars, w;q.ich",'attempt,to :.~larifY,'"the'rl,ghts 'of' inventors':to
intellectual.property.·, .There appear:s'to'be"tnri~hc0o/U~ion'.and ,laCk ~f- appreCia~
tton orthes~'polic~es,:atthe workihg'leyel,'perha:ps inpart because of the faihrre
of these ctrctilars to reach. tIle' root,o~'the' problem. '

We ¥avebeen toldc·thatwe.'s:b,0iild.uot- djoseJos,e'liii",Hlea to 'anyone 'iii 'the
Departtiientof.;Defe,nse' 'Yithout -a '~ontract· cov~rin'g tl:ia,tdisclosure.'~:h,at, :~e
ili:SClos~re- should.~ot, :eyen ''bemac:le·to': t~e'C()Ii.tr~Cting:''()fficer until aft~r.s17ch a
contract-has: been-signed. '-This is:iJlbvii:msly:a' condftton which is iropO-ssi'ble'fulfill;" . " ' .. .. . . . . '. . .. . •. .•

In .t'h~ ,light of ,tilis ,,~ILterdic!ion, ~o~~ver'~l1e Office of ,General" Co1lll~el~
Department '-of'Derense, 'neg'oti,ated 'an'a,greemBntwjth.u,S on :b~hRl~" of.th.e.Depart;
I1lient of the, N~,vy, Bureau ,of 'Supplies,and'- .A:cc01.1rit~:' ',T~eBureauw()Wd not
execute t:b.e. lag~e~1nent"t(f'e"ffect'a.'C0Iltra~t;·· despite pre~s'l1.Te'~ated .to have"boon
eX~.rted}):rthe'om~e&f,:Gen~ltl0oUli~el.' ,', " .' '.", .'" ..
~·,~b,e·'3:grOO:thent'·'W~sto :~ye~' tll~'t~st'and i~v.aplltti~n.:of ·~,superi-6r1?-~t,tef1~:'
tive,:fab~ieWhi~h.:Ve' bad,(:leve;l~'d;'The:failure(}~-t1ie,"~ur,eau".of· S,UPPl~e~'and
Accountato eliferin't6 the agre'e!ilentciti "3.~danc~ 'wi~h'th~'.s~ilt11ln-ti6il.s-~~
UShe'dny 'the Department of Detensepreeluded 'con.slderatio.ll·iOf the ite,m.'-~h~
f~ilure clid undel"~ore .t:he , im~l"~ct'icality.ofllttl:ID1Ilting ~,o ,'C()mrply with' the
procedure regarded aseasenttat-cothe' 'Prot~ti:on'of intellectual'property.' ,

We sllb~lieIi~y:eubfui,tte'd' the' '~m~, ,hea-trefleCtiV~~f~'bri~, to' the,' Depattm,ent
of ,'~~', -Air' ':F'oree',"W'hi,ch·,the!·. 'Pi~' "IJenilitt:g .rt{).··'be,Tever~e engipe:r:.d:.' The
glt,rnient· ma.tl;Ufactllr~r 'wh:q':va:s,th~' ~rill1e'Contl'actdr: Ulld'er the Defense'OlotJ:1~

ingandTe~til~ SiJpplY,'(}enter:,',usea.: '(yttr;J?ricig~;, fQr'6uTs'Wa:st~e. only pi-educt
available tottie stated specification, a~:tlJ:e"ti'in'e,of tp.,e :original and even subse:
quent openingsof.thepr9PQsalunderthe'invi1Ji'tion'."", ' '." .,' ,,_ . ','<C'

Thi's reverse engineering,;' 'as'with 'th~'~tir~iyal)~t~~'pr-oduc~da pro~Iu~t w:hi~h

was. Infer-lor--. In ;0rder.t()maked.eU~~i-iesunderthi~ contract acceptable, the
essential, perf0rinan'C'ereq:Ui~eme:llt~'fpr'~es!stan'C~'. to.-.abra~ion were Iowered .by
60' percent on -the 'reverse' engineered p~odU~-. This' r~uf'tion.~n. quality level
waa wttnout any, 'apparent:qIUt-erial:c()nsiderfition ,to,·,the Government.

The.preceding present-ittioll' d~taHs ',our experien~e)Il:'~ree epeclflc tnstances.
Department':of Defense ':p0li'cywith' respect. to.'pa-tent~··.and nghts)n d~fa' ts,

however, .r-efle~tedin'letters dated~ October 10; 1963, :aoo October', 23;,·1963;
.attached··heretQl~a.sexhibit·3.1 .Thes~' letters; ()et~een.. Gentex and 'the Honorable
R.'Tenney Johllson~theuI?eputyG,eneralOounselQif theArmy,crystapize the
issuesinvolved;.:The,corespoll'd~n~eis adiscusslon'ofa Department 'of 'Defense
policy statement: .on',11l~tters of-patent and' Intellectual property.

Briefly, there arethree'baslc Issues : .. '.' '.. ' '. .' " ": .' .'.' ..."
,(1) Thatany appropriationofprop~rtyrightsbythe'Depat:tment of·Defen~e is

a violation ·of .~tl?-ics'ami, 'of' rig~ts'guaranteedunder;:the' Constitution;
(2) That ·the',pur:chas'e' of a ·pro~uct·resulting.from, a.:privately funded 'de~el~

opment by the 'pepartinent'af:D~fehse·does, not·ofitsel~. co~fer, the right to·the
fntellectual-property which mad~-suchproduct:ionpossible',; ... " .... ....... _ .' '

(3-). That qubtaW:nisfrom nonpatent holders-we:re~:f.e.queptlylowerthfi.nthose
reecived from patent ~olders, even when . the,' De'p'ai'tment'of Defellse' I1;tade
allowance for reasona'}}leroyalties;' Itis poin~~4~01itt~at"the'r()yaltyallowance i,s
arbitrary" a-s sel~'Cted-by' -the-Depm'i:men'tof Def.e~-ewithoutan amllyticalt:leter~
minatfon, ·of 'its'·,·adequacY. Consideration·· ~s .Ilot ..giv~,nto the :factors· of, risk,
expense of development, or other pertinent elements Of cost.

1 ContHined in committee files.
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GENERAL ELECTRIC Oo.,
New, York,N.Y., June 18, 1965.

The Iettersalsodiseuss.suggeeted procedural. and po]icy:changes.
The National Securtty.dndustrtal .assoelauon.recenuv hel,d:JI., series of natton

wide.b:defiilg",confer.ences.,.one of whlchwaa In NewYork on Marcb..--:i6 ~d 1:7.
1965.' Every speaker-for .the Department. of Defense stressed interest ln reeetvtng
suggestions for development progra~s.withtllecO:llc,urrent,statement that, if the
submitted program 'was; of interest it wouldbe.funded.by the Government: N"0
Interestwas express-ed for: the submlssdon.cf .privately funded deveioomenta..

It: appearsself-evident that ideas which were only, intlte,eWQryonicfQ:rm would
be submitted to the Department. Ideas would not be submitted .for-Govemment
funding which had already-been reduced to practice atthe expense.otthe.devel
oper, arid where the rlghts.to.related Intellectual property Would be.entangled.

Economy 'in development work.Is obtalnedby many mveutcra eaen working
in •his' own field, .creatlng. progress' .dn-u.sound, -errecttve, .economtcat, and demo
cratic way., The inventors should be encouraged to, present their Ideas-and
produ~ts·to any or many-Interested-groupswtth confidence that their right to
their intellectuaLpropertywould.becrespected. -

'I'here is no present court or})arajudicial court to .revtew disputes arising out of
vtolatlon. .o:f:rights-to tntellectual-.property, .An· .adminlstratlve .settlement. is
slow,ltnd largely Ineffecttve.!' .Our .own. experiences .hawe '. been poor'and- long
delayed.:"The;Office·;of.'the··Comptroller General, has little.·authori-ty ,if .any.
The 'Armed"Services::B'oard ofContract-Appeals.has. ncLauthority"for invariably
there -is no -contract: existing, covering 'the: ·n;tatter. in, questtonr -,A· suit .In the
Court ·of .Olafnis is .long'"involved,expens-ivej' dtsconcerung.. and .rew. can-afford
thetdme, .the dislocation of ·their· normal' effort, and 'theexpense.considerfng the
risk which is involved;
'T'did 'suggest -1;'6 CengressmanEnianuel:Celler the creation of R:parajudicial

boardcpattemedrafterc the Armed .Servdces -Board or-oonrrecr ,Appeals,.- to hear
matters Involvdng the: violation: of -intellectual ,property and other' matters' wrth
the Department of Defense;

The practice ofappropriatiorr:deniesmuc-h.rif thefruitsof,:furtherindependent
research an~ .product-,improvement:·to-the ·Government.. The.'·independent dn
venter, naving; 6nce:had)'hiS- property.appropriated, rs reluctant to make:further
sUbmis~ions.. 'Improvements to-the basic 'invention: by-the Inventer.who, by basic
expertetrceIn the project is .best qualffled-to make' improvements,are therefore
denied the Government.

~he·t.eduction--of .a: devtce-oramuroveruent .to practice': invariably-suggests
irilproyemeIits to the inventor. .Grounded as-he ts-tn.tnecastc. elements of-the
d~sign', 'these improvements are likely to be much' more- significant than are
tho'se' wtitch enggest fhemsetves to Cine merely interested In .appeoprtattng by
reverse engineering.

Gentex has continued' to make submlsslons.of inventions and productImprove
merits only': on avery selective basis. 'I'hese vsubmlsstone-are' made 'only to
agencies- where there is .an eXp'ec'tationthatour :rights' to the nevtceoc.tmprove
ment will be protected; This is the Gentex experience and practice, 'but th~re;are

undoubtedly many other companies who, faced with the same problem, have either
handled f.t as we have or have followed the polteyof uomplete withholding of
information.

Drying up the .sources of progress·isnotthe way this. country'a.Interests are
best served. The country has grown strong by encouraging and rewarding
producttvserrort. The 'denial of encourgement and reward can only destroy
thE:l hfstorfcbasts of.this·country·s progress. This' we believe should be Q matter
of great concern-to responsible legislative rand administrative authorities.

Very respectfully submitted.
LEONARD P; FRIEDER; President.

Hen.•JoHN J..J. MCCLELLAN,
OhaAlrm,an" S1l,bcommitteeon Patents, Trademarks, ana Oopyrights, Senate ,Oom~

mittee on the JudiciwrY,Washington, D.O.
DEAR"SENATORMcCLELLAN: r am writing vcu to express-my personal' views,

and those of the General Electric CO., concerning pending legislative proposals
respecting Government patent policy. I respectfullycequest that this Jetter be
included in the 'record -or the current hearings on these matters.

No-company has a longer history of successful collaboration: with its' Govern
ment in respect to research and developmentfor the national defense than does
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General Electric' -'00. :'" From: trs., Vital: 'work dn.-submarmevdeteetiondn World
Waf'I to its ',equally "yital-roles"in 'the-:develoj;nhent;of-radari-;jet'e:i:lgillesj. and
atomic energy in and after World 'War-!I,' its cooperation .wlth. Government
tnthenational 'interest has' beeIico:htinuous.~-Whererilationalsecurity bas. been
'at' stake; contracting- 'procedure' ,has.; been','given' second -place. to :meeting .fhe
national need. For eXlim::ple,"durfu~rWorldWarIl,countermeasure equipment
til jllID radar 'detected-'on:Japanese4orpedo bombers>was,'delivered-,within,,9
d'ass 'I:)f, the' 'Government's .requeet-c-obvtoustywtthout regard to-flne points: of
-confractualpaperwork<, "., ,

In, 'reviewing' results, at 'cone' of'"the: ccmpany'a-planta-duriug. the war period,
Secretary of the' Navy;'FrankKnox; made'thestatemeJit:',"Nosingle:'industry
1nAmerica hasrmade.a better Tesponse;';a quicker response, to our appeal .ror
help' than 'General Electric: ,·,1'don't, think-what- vou've done here can be duplr-
cated anywhere In the world.f-:.. , :0;",_ ,::i."" ''''

However, .tne. 'time -when future' governmental rcontracting vpoltcy .is. being
studied-c-as it should be-e-through :'opeU'icongressional'.hearings,., we .tbeldeve it
both proper and desirable' that we state: such. views aacurexpertenee.Iu-Gov
emment- research -and -development: work: has .gtven rue respecting .pattems .of
contracting which; we 'consider' to' befn the-publtc -interest.

As 'general, manager: of' the :AtOlp.iC 'Products Dtvlsiomof-the GenerejElectzlc
Oo; .duzlng-. the' early tpostwar: 'period..' and, as .vtce•preeident-engineertng .or. the
companysince 1960,I'have- hadratdeep interestin,:andconcernr,with, both the
background matters. referred .to' above .and-the-Issues: discussed, below.

'I am familiar with the approaches .repreaented by_ the- several bills .pendlng
before the Senate's Patent, Trademark, and Copyright Subcommittee In jts cur
rent:' hearings .and -beltevethat the.preferred approachoto.aolutton.Is-to.be found
mB; ;1809.,: I: .construe this -bill .as, one -cwhich cplaces- maximum .retrance. on
prtvatedevelopraent-or inventions-while,recognizing'aiI'easc cr spectat national
interest which may require a measure of public controL"
, Patents are pieces •of-property, 'fuet.ltke.tandend 'buildings, on which, venture
busmesses .are :built. .Patents 'in' 'the .publtc .domatn .are-qiustiIike .any other
public "prcperty-cpeopledon't build ..busmesses .on: taem.; 'It -fs. 'f.ery true that
some public -dand-and eome: public' bulldlnge .are .needed-e-soclety, as a "whole,
uses 'them. '.' But .patenta are different-they .• are-either -used for bustnesepur-
poses or not at all-by anyone. , .....:.' ,..;

Government' Itselfrhascno need for the .exclusionary powers- afforded 'by
patents. Government .does-not need.,power,·to:exclude.others rrcm.ustngtnven
tfons.vnor would its doing so-In-any way advance the governmentalobj,ectives
in funding research and development, the: work of Government, or the.. public
interest. .·.·.·.;.:"i' "C-.:"·,'·"·:

Research for Itself does: no.'good. .The .resulte of research do good when-they
show. the way to i goods' or services .that sovtetyvaluess.. Much research.can. only
resut dn showing, that certain: 'materials or equipment, if made avanebte; would
beuseful.: Privatelycowned patents can, be Incentlveto business to make them
available,' ,'< ',:',' "":: "," .• "...:,: ","::', '., _.' i' ,

Although' :some minor "part ,of results-of Governruent-Iunded u-esearch and
development may be readily usable in commercial products and ser:vi~es,it is
usually the case .that much,more,money:and,:effort:Js .requlred to develop an
invention -for commereial. use than .ts snentm the.ortglnal research.':.. Extensive
product and marketidevelopment.. includingengineering.:deve}opnlent; testing,
evaluation; and.marketingeffort; areesse,ntial,to,:movethese Items.dnto the
commercial marketplace, and it is essential thatprtvate. risk capital. be attracted
to accomplish these difficult and speculative tasks;" Public funds and resources
should'-rarely'be',used,toundertake this kind of commercial risk venture.

As President Kennedy said in his statement of Government patent policy:
"The public Interest.drra dynamic and efflctent. economy requires that effort be
made to encourage the 'expeditious development and ctvtllan use of these inven
tions. Both theneed for Incentives to draw forth private- initiative to. this.end
and the need 'to promotehealthy'<;ompetition'in. industry must be weighed in
the disposition 'Of patent rights under Government contracts."

In: my. understandlngv.the underlying philosophy -and approach or S. 180-9 (and
of, S.,·789'), as in the case of the Kennedy POlicy" is to: permit private contractors
to retain' llmtted-commercial trlghts.wherever such rights. are likely to provide
needed incentive to call forth: risk -capltal for, the .rurther. development -and
utilization of technology. T believe this to be the keystone of an effective and
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tI;ynaiilic Gove~ment :patent:poUcy" 'andi,for"_this; ju-tnctpat.reeson favor: '8;. ,789
'andS."1809:overS:'1899; , ,,); i .

f note:' that :8.:·1809': (as" wellIasthe.other- bills'presently,:under,:consideration)
provide that ,- any,.~xcl1isive,rights'retailWd: byunveontractor ~irr:,any :invention
made in the p~t'formance';,of'GoYernment,researchand, development 'are 'condi
tionalo~"affitm'ative;action.rtaken ,by- ,'the ,contractor -to develop :the, inyention
forccnn'm.ercial,uses;-':, 'Thus;' the'publtc' interest- is-protected, and -unle~sa ,con
tractor-actually does, respond-to' t1l6 'patent incentives and ,applies,priva'-te-' risk
capital to th~se ends, the Irrventlonccan be opened up, to others who' may. -
, ,1' reco~ize that an' acceptable patent policy; must"p~otect the public interest
hy, seeing-thatprivute rightsare not'retained'wllere suchtrights would frustrate
either -governmental contracting objectives' or important-considerations of public
intereset., 8;,789 'and-B. ,1809 seek -to accompltshithlsby ,~ifying'contracting

situations' Inwhtch the Government shall normally' acquire, principal 'or, e-xc-lu
sive rights in inventions made In such situations. In the interest orf flexibility
S. 1809 then provldea ,that the contractor may acquire greater 'rights' than a non
exclusive license tn.suchsttuattcns if the agency head certifies that such action
is in the public interest. I believe that this is a sound approach and endorse it.
I suggest, .. ,h~e:ye!,: th,at some .clariflcatdon of the guidelines may be .useful to
thea,dp:ltiri~stratOl~an:q.,tp,e<;9,lftractor alike.

First; I' notethe special interest and importance of tne ~o:-calledcos.tsha~,ng

situation-the sit:Ufl.ti?n,iu",Whic!l: ,a, ~:vernID.~n,t,coIltract;.:rMllires.~ork'"to,be
done which is only partiaJly 'fUnded by the Goverrnrientt '"J: :b,ik,~ it tl:Ult)p-er,~\s
general agreement ,that there are frequently contractor equities' in such' cases
that would indicate-contractor; ~etention-of'more' thansim-ply' a' none~clusive
license .and'~ggest,that··.~nie' specific',recognition' of ,,this, principle be.includoo
in the,,,,onling of S; '1809.-, .~, .. ,- . . .... , ..... ...'

A special c1ass:OfinventiOnthat~','believe des~rves differenti,al, treatment-Is
that .. :WhiCh the KennedY'PO:n~y:'.calls nhnprima!y,object:',inventi0IloS'··- 'Phe-bastc
upprqach: of defining:eont,ra~t~ng· situati0Ils in :which the, Q<)vernment w,ill,n:or
mally .acqulre prlnclpal 'rigllts to all C'Pllti'aet-origin,ated, inventi0i;Ls'assumes that
most. or .all 'such Invantjons will be '.directlY' 'as~:ociated"¥tli the,colltract' ?bjec
tivtr--<the .desired' end 'prodtict-c-and 'essential 'to: tlle',objective;":This,is .rar 'from
the 'case. Altll0ugh,hopefully,there 'ar.e 'invelltioris -orthte 'type' in each major
developmentprogram,'.th~re 'are frequently ~econdary't:r~.ventions-atemperature
measuring, device ora metal strengthening pr~e~ss;for',exa:rnPl~thatwere used
only incidentally' in arriving at the" -destred' end "result and, are by' no means
essential to duplicating thatresult'in;'tll.e' future. :, ~t"is, 'these off-the-mainstream
inventions. that ()ften' show the .greatest. potential' fori'commerclal application.
I:Iowever;',theY,ffiO!st;,.'often need Incentives to~ttra,ct __risk capital to bring this
~bo~t._ '.. I;' therefore,' urge that provision' be made: 'for ". allotting' the' contractor
primary .rights in respect to ,this class of-,ir:ventioh, r~gari11essofwha~,is done
wfth."primary-purpose" inventions. - ,

Related-to the suggeetlon justmade, there is perhapsnotenough definition in
8.'1809 .offhe "prlncfpal 'Olre:l:clusive 'rights" 'whtchthe Govemment-would-nc
q~il~~,in cer-taln-caees, - IJo ,:~hese .Fe1ms-necessarily. equate to complete'domestic
and, fore~gn 'tttle-' in' 'the .(;o~rei'.llm~ntsubjectonly' to ,a. nollexclusive Iicensetto
tneeontrector v l,t SeeIDS'Ulldesi],'able'to think in terms accompletelyblack' and
white. 'Specifically in regard to the many Inventions tha,t~il1 be'rnad~having
multiple uses, .the Government could appropriately' acquire principal rights in
its pri:rp.ary field of Intereat-c-agr-lculture or civil defense, for example-c-whtle at
the, same tinie permitting tnecontractor to retain limited exclusionary rights
In other fields, tllusaffordinganh;lcentive to ?ringabout further development,
testing, etc., to put this technology- to,work ,innew ,fields,

Although I understand that it has been referred to in 'yqur current-hearings, I
believe that the' importance of the Interrelattcnehtp between Government patent
policy and foreign trade can 'hardly be overemphasized; . "Sfnce 'V0rld War 1I,
new and developing industries are emerging around the globeund'wlth Improved
transportation and communications, these industries 'are eompetlng-in-a world
wide marketplace. The effects .. of this global competrtlon-arebeginning to be
felt dramatically in terms of the balance-of-paymenta problems confronting this
Nation. President Johnson's export expansion program is a significant recog
njtton of theimportance of the ability of American industry to successtunv com
'pete in the worldwide marketplace in relation to our national welfare: The pro
tection that the patent systems of all major, industrial' countries afford .to-ere-
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.atcra: and-developerssrofrtechnology will-be andncreaslngly important' ractoetn
this growing international competitive struggle. If the representatives of,~er~
dean Industry-aretohave maximum leverage in thisstruggle,-itisdI).1portant that
they 'nobbe- deprived.of theasset of patent-jeocectteatn.roreign .oounta-les;

For these reasone L 'believe--that;almost':Withont'regardto' the allocation of
U.S. rights in contract-connected. inventions, disposition of forelgn-rlghts should
normally be left itl. _the bands' of. 'Private contractors. Necessary safeguards in
terms of-compulsory.licensinginsituations involving essential international in
terests ofthe,U.S.Governmentcould, readily be.provided for,

I 'believe that with cevdsions related to the above.suggestions, S.1809 would
well serve the public .tnterest of the United "States. 'T, endorse the balanced and
flexible approach whichB. 1809 represents and hope for itsenactrpent Into law.

We appreciate this opportunity to express our views on ,this subject. If we
can aid the subcommittee,in pursuing this matter further we would be plea-sed
~~iS~ .

Sincerely yours,
FRANCIS K. MOCUNE, ViG'e Presuieiit,

HAZELTI~~ C()itP.,
." ·:'::,c''.,''; .,; ,-;, , ,tif#e,l/e,c]e:.,'N):.,J1'-71J:1,19f3a.
IIoJ.i~··J0.HN. L·NIqQLELLA,N. 'd, .. ,:" ..". ",'.', " ,,:,' ;:"""'0:' ,:.'
O~((~r,m:atz." SUbc.ornmitteeo1~~Pate-nt8,TrademU/(ksand:Oopyrights•
.Q.S:,S,enfl"te, ,Washinfltorh D, 0.:" "",", '. .,' ""

DEAR, SElNATOR ,MCOLE.LLAN ::Fo'r .years .we have anxiously .list;~Iled"to 'tiejp'~
tense ueoates on, Government plltentpoUcy,which,ha~e"culminatedin S. 789
(Saltonstall ) , S. 1809 (McClellan), 'and S. 1899 (Long),.u<Yo/ berore.vour com
mtttee..v we :thi.I1k, it, ;imperativ~ tha:t; .the teeue. ~;p~; .'brought to an early eon
elusion in order that tpe,harmfull,1ncertawty, inin<lllS'tryhe:ellde,d.

Before cOIll!ll1en,ung on the three .bi~".;p~r:nlit:US: t(};ouJtline rour pru,}ooophy.
To. u::;jt .Ia erroneous toassume .thatbecause the, Government expends. funds

in eesearch. and .. deye~opment' eontraota.wtrn us, .lttstberather or resulting In
ventions. -Such inventions .ate.the -outgrowth of oU1"4o-,oddyears' .accumulation
of skills"experience,and; Investment .in .electronics; a field in which we are, an
acknowledged teadee.v.We tl:l.tIlk-itquitefair that our Government partner
receive a nonexclustve ucense, "but llo more, 'because.the dntellectual property is
basically-ours-e-the creatdon of:t;p.e brainpower or our skilled technleal.staff, which
we.alone.train.ssupport, and encourage withprtvaterisk capltal.

All agree with the, Govemment's.desdre to have inventions put to: actual, use.
Afterall, that is the purposeofthe:patentsystem.Butwe believe this can best
be accomplished by preserving our freedom to exploit for pro-fit inventions which
are.fu ,any event, ()lUI' own creation. As prudent managera of OUT stockholders'
interests, we are very reluctant to risk capi-tal in developing an Inventdon.ff rwe
do .not-have the shield; of patents unhampered by fear of .Govemmenz .sedsure.
TJ::ue;we will do-It without patents if the gambleIs a good one.vbut we will -do it
more. oeten with unencumbered patents. And make no mistake about It-c-eom
stderable risk is involved in further 'research, product development, and-mar
keting, after an invention is made.vto .put cthe.Invention in .use by the public. "
"redo notbelieve you eee going to.flnd.buslnessmen as eager.no take these risks
where thecpatents are in a Government portrono.

The history of ourcompany is very' much germane to the subject. Professor
Hazeltine left Government service at the end .of World War I with an idea on
how .to. apply .defense technology: to the, then~eInbr;yo,nic.domestic radio receiver
market. The company was .. formed around 'hlm.nnd-grew to its present size in
the intervening. years;:',during" which it contrfbuted-extenstvely .to-the oomrner
ctatfenttou. of"<lO'llle'sUc,radi(),"'ll1QllOchrome,' television, and; flnallv, color tete
vision. Out of thisgrewe:x:tensivec9ntributi'ons to defense electronics. Patents
were an .extremely important.par.t .of the business ; it is quite probable .that. it
never woul~-ll'avedeveIQped;v"ithoutthem. ..',' ..,. ..'

Des'PitewhatS~Il,ator:Longissaid to .have testlfled, thepatents,-in practical
effect, were the result of many millions- of dollars-of Hazeltine's. own risk capital,
not, the Government's. Senator Long obviously does not have the facts. Of our
present-por-tfolto of about 500 U.S-patents, very few were the offshoot of work
under-Government contracts and only because our people w-ere able to use-our
prior 'skills in the- Government. projects. Of the latter, none played any eubstan-
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tlal role in the'sllccess:uf-the'-coillpany'spatentprogram; vrtierewas uo lackof
effcrt zto-promete: them.. hut',:for, yar.ious. .practdeal "and:eommerctel-eeasons, the
effort-did not succeeds. Mo'r"i,~over; licenses under'them'have-;al:ways~:beeli,;a,vail~

able to anyone 'Who thought he could:succeed:,-' .- ,'',: :,,>,
·ll-nt:ler, the cucumetances.swe .stronglyurgwthe paesage of· your" S.1809. We

would prefer ;t()'s@',·it,stren'gthenedin, certain, areas' tomake rrrore certain our
unencumbered right to inventions; which are really the result afoul' 'QWn exper-.
fence, knew-how, and capital We would be pleased to .offer specific suggestions
tOl" amendment, should you so'desire.

As, to '8.1899, we think it fundamentally erroneous in philosophy and a serious
danger' to' healthy -development 'ofhiventions·iil·,'the-pubUc 'and private 'interest.

Respectfully,
L; ]3-.,. DODDS,' Vice President.

Subject i Seriate bill 1809.
Senato~.'MCGLELLAN,

Ohairman; .senase -Judiciary' Oomm;-ittee",SubcotrllJil,.ittee: on Pate'1'J,ts;, Tr.ademarks,
ana '. OOP1iririhts,Wt:l-'8hin'g,tor~,:' D.G.

DEA~ 'SENAToR:;; ~(;(~iE:ttAi-1".:; I' regret: that niY'schedule- did. ;n:ot'permit rue,'to
testify before your eonicnttee. I have, however, prepared-astatement,in-'-the
appropriate number ,()f, copies.jwhlch I would. like included as' part-of the record
of tlmhearing" 'on' Senate' bi~I·1809. " " , "

Lwould apprectate reeedviug acopy-of the'hearlng testimony:
Sincerelry,

HENR.Y'R;' OiIOPE,
'E.{1JecutiVe 'Vice- President.

STATEMENT OF 'HENRY' 'It., ,OHop'E,. ,~Xi1:0D'T~'.'YI6E ,PRESIDENT, INDUSTRIAL
NUCLEONIO~:{JORP."COI"~J}.mtrS;,OE:~()

On ,hehalf .or Indu8triaINucle0nics,' .Oorp.cor. Oolumbus.: Dhio; :Ieam ,pi~ased.
to have this opportunirty to tpresent Jthi-S'lsta'tement .ror.rccnelderatron. Jbythe
senate Bucoommtttee-on Patents; Trademarks;: "and,'Copyr:ights. This'.' state
ment::is" SUbmitted 'iIl: .conneotton. with Senate·:hill.1809·'(McClelHm)f.proposing
allniformuational,.:rrolicywith eesseet to dnventforrs resulting:from Government
fundedcresearch' 'and:'development.

'we.cbelteve- that- -ure. estabuenment of 'a>unifoi'm,Government-patent policy
is important and will have.fer-reaching-effects on the American economy; .. We
belfevestlrat a;',properly worded stllitement·'of:·legi,slative'intent .andipolicyds,
needed .totmplement. and 'expand the: Preetdetit'a.memorandum .on Government
patent .policyd'ated: OctoberjOi·.,~963; andothat .orost.or ,the:;provisions or S,.
1809 are appropriately' directed.' to 'vroteotiolJl.of -the.vpublicdnterest .wfthont
stiflng free enterprise. .-I- am-stherefore making this statement on behalf 'ai, In
dustrial Nucleonics Corp.' in general 'support -df'ahe McClellanbiII.

Our 'company is perhaps unique in matdng-useor.ai.new.ramny of 'maeertals..
develop~.entirely.at~.ove~~nt.e.~,ens~name!!,.a.r~ificialradi{}isotopesde
veloped and sold 'by' the Atomic En:ergy 'Comtn1ssionfor use in' commercial elec
tropic, measurement., and .coctrol sy:st'e~s .developed al:r;u.o~t ,enti:rely.at. private
ecpense by Am~r~~an, iJ;t4ust,:t;y..We 'hope,,'bhat ,a ,brief:history .oftne. de,:,el(}p~
mente ~n,d, .produeteof ,~uI;',:company;and.ft'brief statement 9.fsome of our. recent
specif;iGprobleIQ-s,ill ,s~ekitig."t() .help (t?yer~~llt:~wencies :tak~adv:intageof.our
eX]l}_ene:pcea,nd).rn0v:l1?w: 'Yith01lt. CQ-mpro~i~iIlg:,oul' .:b~S~grO,l,llld •rights in)n~
verit~Qn~.~nd:te<;l1rii,ci~l.,.__d:IlJ~,_,may." proviQ:e.,3.:: __ sase. h~~tm.i,;:tiel,p~U:l.to 'Wis:_sp:b;:
committee. . . ",

INDUSTRIAL. ,NU.Cl;..EON:ICS:,CO~.
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Our: investments -tnresearch-and ;developmelit,have,ftveraged"almost ,$1, million
per year-slncethe.foundlng- or-the. company .and. are currently, -runntng ,at over:
$2mil.1i()nper,year. "Practleallyialt ofth1.s R .. &-D. :investment has comeout
of company funds without Government.support>. _ .', .,-' ~\

Our. 'company is, a .pdoneer in, .the.practdcal-commerclal application .: of. atomic
energy: to -peaceful .tndustrlal .uses. :"~,oWe design", manufacture, sell, and ,,- service
a .Iarge. family of precision -radiatdon -gaglng oandccontrol csystems especially
adapted to "meet widely varvtng-requtrememe or the material-processing-Indue
tries. We have installed well over 7,000 'gaging and controlsystems, employing
radioisotopes, tneuch 'basic metertal-proceeetng Industries as rubber; paper, plas
tics, tobacco, steel,and chemicals. Our.rproductso sold under the trademark
"AccuRay," combine principles of nuclear physics, advanced electronics and
servomechanlsm-thecry to .provide extremely precise measurement and oontrol
of moving materials 'being processed or chemicals flow-ing in pipes without con
tacting or touching, the materials being processed. 'For example. some of O'TIr

gagesmefisure the thickness 'variations in extremely thin, plastic sheets, such
as are used for' food wrapping and packaging,and control the sheet profile to
tolerances measured in microinches at commerci-al process speeds. Othereof our
systems precisely control the sheet thickness orheavy steel sheet ·traveling at
hundreds -of 'feet per minute andalmost instantly detect -ebnormalttles-that. might
cause severe damage to the steel-rolling equipment. .Others of ourgages measure
densities of liquid or <dry chemicals in pipes With accuraci~s,of_b~ter than 1
percent or .preclsely determine the fill~levelofmaterialsinbottles, or cans on
htgh-speedeonveyoellnee., :<, ,,' ".:,',:"" "'.>:.: '"

All this has been made possible :by utilizingradioisotopes:,madeav:anable by
the AEC for commercial uses, ",i,t;houtsignificant o.:0vernment financing, or sup
port. In fact, the Government baaonly recently come to our companyto take
advantage of our technology developed 'at our ortvate expense. -

P-atentshaveplayed"an .tmportant part in protecting our substantial private
R. & D. investment. Our U.B. patent portfolio hos now grown to about 120 issued
patents.With over .1()(),:·patellt. ~pplicatiorl's;Pendillg. .Accordingly" our,coIUlJallY
is very much concerned ,~th 'Goxerllruen(policy. 'and administrative procedures
concerning rights to inventions developed under Government contract. We
would: like: .tofhelp-Government- agencies .make use of our' know-how but.cunder
the ;widely"varying:policies and-procedures of.varfous Government agencles; we'
flnd-tf difficult .to assure'thac.oureommerclal rtghtedn our patents and technical
data.wlll-not thereby be jeopardized,:;: -We 'have 'particular .dlfflculty in dealing
with the' AEO because 'Of statutory, requirements and the AEC1s_ restrlcuve.pefent
and data policies. These problems are 'also present; -invarving.degrees, .tn: deal
ingwith the NatdonalAercnauties and-Space :AgencY,the B'ederalAv1atio-n'Agen~

cy 'and' various branches of; 'the: Department of Defense, Some-of these-prob
lems" cannot .atrpresent .oe completely' resolved .'by,the individual: Government
agency because .or.statutorz .requirements ;,'-others"are created-by. nonstatutory
departmental 'policies.. 'Wehope "that- .a few spectflc-examples :,o-f recent prob
lems in: 'dealingwtth these Govemment-agencleswdth eesoect.totnvenuons and
technicald'ata will serve-to pointup.the need for e. more effective; though-flex
ible, Government patent poltcy whieh wlll-belp .us.dn .dealing with any, Govern-
mentagencies who-may seek our-servlces.c .

P~SENT PRAcilCEs~o~'.b.Rm~s GO~~~~TIGEiNc#ms O~,:h,TEi{T:ro'G~~~

:t?h'are: .;intlnlately)alliillar'-withOfhe Pre's'ent. div.ersitt in:p~acUce.of' th,~.~()v~
erument agencies,' and departID.(mts·Fith ':'regar(l.~o'. pa~ent. rights It __ would
aPPear 'helpful,b,o,~ever,·to-revieW','briefly 'these. pra(~f~fe~ __ to see how .. they' affect
a company 'in the nostttcn of .Industrfal 1'l"llcleonics .. '.C,orp; which is.par:ti~ill~rly
Interested in develoPlllentsr~latip:gto ~t()micen,~rgyaIld haa' acquired' sp:eciaI',
capabilities in this field, almost entirely without sponsorship 'by the1!.,~..-, Goy~
ernment. ",':,', ,,""'-"," __,"',,' ,_,::""",,',' ",," "

Industrial Nucleonics Corp. has 'had "an 'unusual' opportunity to experience in
actual. situations th~cu~r:enta~titll(lesand. practices of-,ya~ious_;<;fov~J;n,melltagen
cies on patent .rtghte, ,.. In fact, witpin the past2year,s,Indu~.tria1.N:ucle()n,ics,

has .negottated.with" each.of the Na:yy,.Air ]'orce,N"ASA, .end, the:.AEC, .,~:nd,con:- '
tracts have. been.obtatned fr()ID, these agencies. or departments. ,. ,I .wtll :r:~fer ,to
speclflc-examples ()f·the practice ~f these. departmentsby using the. actual .lan:-
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guageof the contract. A complete copy of the patentprovleiousror.eachof th,e<
ttsted contracts iS~(}l.Vld;,~n.~J;u?~n,()Jx:~~1~Q.,V.;

A:,'·~d1)itDep(wthl.en;t
'On June 23, '1964, Im1llstiial ", Nucleonics ,Corp. entered 'into a 'contract with.

the Department of NavY'J3ureau of Naval Operations (contract No; NOw 64
O;:)5-1-f)" torthe study ofvarious'lluclear techniques to measure the corros~op of
a llletal coated with paint. "ThiS,.st1].dy involved- ,theus,e of considerable back
ground technology developed by"Indu.strial Nucleonics Corp., includingequip~
ment and know-how., The contract patent"p:.;ovisions (see appendix I) provided
that Industrtal NucleonicscouI~'obtain' ~n'-,exclusive license to any inventions
conceivedor made under the contract; with a' nonexclusive, free license to tile
Government.. Such a study coutract concerveblv opens the door to the private
files of our company and is very .dangerous to accept Without some positive Incen
tiye,s... The contract provided'. the necessary incentive by holding 'out the oppor
tllDfty to utilize the tnrormattonand Inventions developed for commercial equip
merit: ..·,Illdustrial Nucleollics','accepteg certain undesirable aspects 'of the ccn-'
tract.tbecausenf the protection which would be afforded on inventions which
cOll,11"have~OInmercialuse. '
B.:'Departmff!l;t_o1.Air Force '>~

On June :25;1963, .Industrtal Nueleonlcs Oorp. entered into a contract with the
Department of Air Force; Rome Air IJevelopmentGenter,'(contractNo. AF 30
(602)~123) for the evaluation or.n arstem for tracking a.mlssdle-durfng launch
The system .had been conceived" by' Industrial Nucleonics Corp. prior to the con
tract and involved the use of nuclear techniques;', Patent' appli~ations,Were filed'
before the contract on .several Inventions.relating .to.nnssne urt-orr measurement. '
The' contract patent provtstons "(see .. appendix ··Il).-made:n'O refereIlce:·to·back~

ground rights; t.e., a ltcenseto the Governmentfnthese.Inventdons .irrespectfve of
whether :they were first actually reduced to practice. under' the contract.':' Inven
tions' developed under .the contract· werevreported tand the' patent provisions
provided that an exclusdve.Ilcense-would be granted to us, with a license to the
Government.' 'rheincentrve -for'offering aurinventdons to the Goverll;ment ~or iJJOs
sible first actual' reduction to' practice, under a' further contract was that-tlnven
tions resulting .from. the Inttdaf-contract and: other' contracts.would be available.,
protected' ·by an 'exclusive' ilicense,~;~or;commercial development. ·.AgaiIl;:'Indus
trtalNucleonrcs Corp. ,uttllzed. a,',great. deal of:.ltstechnlcalknow-how- and\,equip~.·
ment.to perform the initial contraeti ',The'.Gove'ITlment hadto cometo'In:~1istr"iat:'
Nucleonics Corp. not only for the ~hnicalkD:0W"h'Ow'.but'for.the'invention~fthJ;lt'

cO~1d:-~:a~esolvedtheirpro;~l~Il1;'':.'./...,." ",','::~ : ',.,.r"" . ' .

o~';,t.Maii;o~z Ae170naut;io~a~it:$~:~2{l1d1n+n;i8-trrf.tion, -r- '
"oii:,J.~p.e, 24, .1964, IndusttialN~cl'eonics: ;Corv..entered-Into a-'contract with.the '

National:Aeronautics and Spaee, AdrninistratiO:il ;(contractNo.: ,NASB-;.11736) ;. to
eva\uatentlie. errecttveneee ot :cry.ogenicpropeHant, tank: vent -systems operating
under-or near.izero-gravitv comnnone.. 'I'hleeontract, called-fer a wide range,
study of techniques for solving the problem, with specific emphaslaon- the ap
plicabilityof 'nuclear msasurlnguevtces.. .Our- special. technology and know-how
ill this field was the reason for ourrecefvlng. the.contract.! .As a result of the con
tract, several inventions were conceived and reported to the Government. . We.are)
pleased to have been able to continue the workundernnew contract-through
Douglas .atrcrart, sp()nsoredby NAS4-. ., ..'" ,

The; .invent~ons .. conceivedunder:this;contra(~:t.may have' c0IIl.IIlt}rcial applica~
ttons..' :Industrial NU~leonics"re~,lizedthe .potential value of the- developments;'
The pa~ent"prov.i~ions{see-appendix"IU) .provided for, a petition of waiver 'of:'
rights; wntctrmis'been filed"b'y)ndustrialNucleonics' Corp.rfor each of theInven-'
tions.. Witll'out'tl1is()pportunity' toobtfliIl ' commercial rights;' it is s~ri0uslY
dpubted wtretnerour..corporatton wouldthavecassu..nie~ ,such a smatl.cpntract,
(about $18',000)(0 reveal allofth~technlquesilndknowledge that we could
mU~te~·to':so~ve the Go,vernment's:problem.It was"~he)ncenti;ve'~or:<levelop:.
ment of a 'commercial system-'thiat-caused us tofeel the'advantages 9~,outw~i.glited

the disadvantages, primarily due to the favorable patent provlslona.!" Itffs"'Our "
understanding that NASA is reasonable in its granting of such a waiver and our
hope is that our corporation qualifies for it. We believe our company should qual
ify, if any corpcratton in the United States can qU~lify.
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D.-' A..t6rn;id En:.etUY:"Oommi8&iori
On or about June' 1965, Industrial' NuicieOiiid~tootP."6bta'itied it' development

contractwitJh the Atomic Energy Commission (contract No. AT,(11~1)-:c'71471)-'f{l<r
st;udy of the use of nuclear techniques andsystems for.IriajntaiIling helic(}Pter~,in

a desired formation. We hadsubmltted aprop?,~aL~q:tlie"AEOwhichsuggested
several possible systems. , ,ApparentlytheAEO' was,quite impressed 'with our pro
posaliandv obviously-theneed for-such a system. is ver,ygreat, in, view of pre
sently inadequate sYiStems,.,for,-maintainin,g,';helicopters in foxmation in bad
weather., ' , ,', ", "':>"', ,_~;,": ;,',-:':,'-,',-, <':' ,_

The contract, was preceded by .Iong ;1uq:strenW)iris'n~:otiations with the-AEC
concerning patent rtghts. At 'times OQJ.' judg'DleJ:Lt suggested that we should not
accept 3: research and development contractfrOliltheAEO,in vtew orf UJDIfavorN1?~e
patent provisions... InitiaUy,the AEO people gaye UIS little hope that concessions
couldbe made as far as patent -rights were concerned; in view of AEG's policiesof
obtaining .background .lteenae rtghte eewen ~~ ,all title •. andrights .. to Inventions
related.to atomic~nergy; .Bince th~experi~Ilcewas;our:firstencounter with .the
AEC;we were a little uncertain as to,howthepatent,provisionsw01iiLd'aff~t our
company.. . " ',' < .C'.: '. ",,' '.:,

The patent provisions (see app. IV) which were eventually'obtained Cle:l'dy
show 'how the AEC is unable, under present patent policies, .to promote the'
development of nuclear technology and"systems .for commercial applications; . Un
der the contract,' Industrial-Nucleonics first 'had to grant to the Government a,
background'·license·.,in·.aUoinventions· which, were .made before the- contract, and'
in any way Involved. in the contract work. :Obviously, this provtsronrateedu
serious danger Jor,:us::in:,guiding"our,en:gineersas -tc .. what to embodydn .the
contract .work. :TheAEC certamly 'could' not expect us to. use all. the .background
technology.we.have.. Consequently, the Government had the r-isk of-recedvtng less
than.It .mlght-havetobtatned under a more. favorable, contract arrangement.

Anotheraspectof,thecontract,not so apparent to.us-at first, was the fact that
Industrial .Nucleonlcs. would nob be able to obtain an .exclusive Iicense for- com
merctetuae.m any-Inventions useful in the fleld.of atomic energy. This means
that .our compan'Yj'b'asicaHydevotedto·the development-of atomic.energy appltca
tlons; cannot- under-present. policies .• and statutes realize exclusive patent rights-to
inventions arising out of-work-performed under:AEOcontraets ,for use in the field
of:3:tollliC·. energy, .. '" Oertainly, this leaves smantncenuve roe. any company' wirth
siza!b~e,private -technology-to deal with the AEC, :"Moreserlouafrom the viewpoint
of,thepublicinterest,.is:-the fact-that theAEC Is-unable to realize greatest benefits
fr()m>ill.dustry~spotentialcontrlbutions..

In this particular AEC contract, the "type C" patent.provlston.wus verrcare-.
fully worded so that we obtailled,a.-n .excluslve licellse only in Inventions,;j~in

herently capable or e use- other than ,in''the production or utilization,of~uclear'
material' or .atomic energy;". .Unraveltng" this', language: we could '.obtaln'<an
exclusive license, only" as .rotnvenrtons 'outside our ;pr'imary 'field' ofc6IIl1ll.-ercia~
interest, .Further,,' suchIieense ,was:lin:l~ted:·tothi?!use'of the. invention' «ror :appli~
cations other than 'usefn theproductloii "or-uttlteatton of epecial nuclear materfal '
cr etomtc energy.'?,,·,

!tis .qulte apparentthatwhateverexclnsive 'Ilcensertghta ,'are obtained under
the-present UtypeC"AEOpatentprovisions;'they are of 'very little value to a
coIllpa~,yin our- comm,erci'31'~:ositiOll,~

EJ; Federal Aviation Ailmin4strati6n . d' '....",

Whil~..our .company. has not .·yet:obtain~:'a-contract ,with' the .. FAA, .it,has
presented several bid proposals; Itis our underetandtng.that theFAA',follows
AEOpractices ve:t:Y closely.. Th:is:fact: has: cauaed-ue some-reeervatdons m.rouow
ing up possible FAA contract opportunttlee.: -: In addition, theFAA:informed us .by
letter "of,May 12,19561, (see.app.-Y}, -that.dt wouidnotecceptans .proposatror
evaluatdon 1f marked.wfth-a ,"propzletary data", stamp. ,This has .ceueed us tur
t~errestJ.1l.intin.submittillg"anyddeas .to the ,FAA., stnce-dt-Is our.normai poltcy
to .. maintain. a eonfldentlal-etatus for the eubjeetmatter.. to prevenb-creating .• a
st1l.t1l:torN:Oa.r. 'i,qther:Q-ove~nment,agenGies .dcnct appear to: have thts.restrictive
diselo~1irepractice.
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Summary ot pt',esent patent rights ,ai8tributi~. as a oontractor in the otomso
, ' 'energyfiel4view8: it

'J3ackgi.Jfuldiights"
Inventio~~ ~M'?F,'~6pcJiYe.4:~d,~'~-cciIlt~a.ci':

Department or .agency
to Government i';",,'

I, ~a.to~cene:rg;Vji~1.tl ' Other flelda..

'Navy (DOD}~_~_m__,~~':~~ i Nolie, unless specialjy. May.receive exclusive: May, recel VB'exclusive
negotiated. ,·license. license, ,''0

AF, (DOD)_'m~n_~_:-:_~~c Same as above_~~~_~:~~_- Same as above--:-:",__~.~~~;_:: Same,as ebove•.. .:
AEC ___n~ _~n ___ "~_~ _,_'-- IWquiredc.~ __ ~__nnn_ ~ Norigh~s__m~ ___~._n;~ -May recefve excltislve

license'. "
NASA""~__::~M _~"_ ~ "~__~ i ; None"nnli:lss specially oen petition,for waiver Can petdtdon for wai-ver.,

--- ,
Il~goti~ted. ',:':, of rights..' ':.;:' o'dght" " , ,

,A~AL:r-SIS,OF SENATE BILL 180,9

We havecaref1.1lli~6~died' Semit~ 'bill 1809. It-~eeros ''to' re:s~lve_'~ahyoi:the
difficulties we have experienced tn.worktnewtrn. the Government and in pro
viding full support, using our sUbstanthllprivate.tec~nology. One reason why
this bill meets with our favor "is that the patent practice of 'each of the ."Gov~
ernment agencies would be placed on the..same basJs,yet, wi:th'~?llle f1exib~lity.

As pointed out .above,.the. AEC ,is completely. differ~Ilt dn ~t"s .. Present approach
and this has-seriously affected our ability to contract 'with the AEC.Werespect
fully submit that the present AEQpatent policies hav~ bamperedthe develop-
ment of atomic energy for commefciafappltcattons.. S.: 1809 appears to ~ollow
substantially the present patent' practices:of'NASAand -to provide some fiexibil
ity.inacontract nego:t;iation; depending on the circumstances. 'Hence, we gen-
erally support,S.18t?9;' '

PUBLIO BENEFIT DERIVED FROM PATENT PRAQTICEINSTlTUTED BY 'SENATE BILL 1809

We submit that the public will benefit ,by the adoption of 8.1809', especiaUyin
the field of atomic 'energy."As"pointed out above, it is presently not possible for
a company with' substantial private technology and, prtvatefnventtons. to' work

-effectively with,theAEC without :giving up 'some, of its: own 'rights, especially
.lithe, Subject matter has commercial applications.

In: the' alternative, some 'companies may take -contracts fr~m;the' Government,
yet not use their best efforts; .stnce certafnprfvatetechnology would be withheld
to •prevent granting: a.Hcense. to; .theiGovernment, or making;' a; disclosure, of
proprietary data .to. .the-Government. ; Of: course,' .the risk: of public .dlsclosure
of data is always present when dealing with the Government; but the' ·p(}Ssibil~
ity,' of obtaining exclusive '·rights to',' commerclalvdevelopments can,,' in some: tn
stances, outweigh.the disadvanta~es:of: such; disclosure... :'. 'We'believe' that, devel
opments in the' field or atomic energyrwouldbe much mere- likely, to'get',into the
'hands of the. public-under a'more,favorableiAEC patentapoldey.. Senate-bill '1809
permits. equitable" contract; arrangements; which ..would'; encou.rage "compentes,
such as ours, to workwith'<heGovernment: and",ultimatelymake·a:vailable'·to

-thepubltc the'byproducts,of.:such,:work. . """'i'; . <

I; thank-you .for-the.opportuntty. to' present th~S furormatton-tovourcorumtttee
and Lcentatnly-wouldtbe.glad.to supplement'any points-where further info:r;ma-

.tionds necessary, )"i ,)", '

BIOGRAPRIOAL. SKETOR' OF 'RENRiY 'R:CROPE,'''coLuMlms,;·oRIO
:, ,"" ',', , __ ; ',", ,,",:-- ,:,:',i__..': ,'._',', .: ':', ':',:: ': :: ,," ----;" ,;---.-" ,:'·1 '. :

Henry R. Ohope was born in Louisville•• :K:Y.; ',;' He: studied mathematics .and
,sciep,ce:, at .the. Up,iver~it.Y': Of: ,Lopi1WiJle and was. graduated .rrom, the Ohio'.State

.Univ~f'~ty' .tn. electr~~~l.:~pgi~~fP+J1g~::" ',He, hqldEl:adyanced.:,degrees in. engineering

.~c~~nces .,ilJ,ld.,.,3;Ppli~d :PPy,si~s; ..~fOJll ..,b(),th:GaUfprn,ia !Ing,titute:of),Technology
,:lndfrom'B:arya.~d:'Q~tv~r~~ty~,." ., ,.', "",.. : '. . .'.

During, Worlll::W{lr..H, .:Mr.,., Dhope , ser:yed,Jn,the" Armed ::FQrt:esi)<specializing
in. development and, use,' of;.~l,¢~4"oIli.cand, ,J:l,lp,ar .equlpmentvforcmeteorolcglcal

.r i i: . . ,

M--40o-65-pt. 2--21
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purposes and. upper-air ra.diaii~~,·:,:_r.eS!'lar,cg;: 'P:~;tibiP~.t~d'·ln;-m~-l1Y fi~ld
experiments_al~d_-t~s:t.~,_ip.~~lJ.d.iIIK,~a_diatigll_ measur-ements _mIll connection WIth
t:il~-atomic test~_llt13ikiIliAtoll.

l\fr.Chope was a'found.er' _arid 'is presently _efe~utiye Vice, president Cl~ _IUR
'duatrlal Nucleonics Corp., Columbus, Ohio, which .company was the first to
speclalfze -in industrial applications 'of atomic energy for on-lhie process measure

-ment and control, He holds ssme-zd Issuea or-pendlng U;S. patents in the fields
of electrontc.. and nuclear measurement,automatic controls, computers,and
data nroeesetng.us well as numerOllS'corresponding-foreigll patents.

He Is a senior member of theIh,stitute'ofElectric;:tlaIld, Electronic Engineers,
of tlie Instrument, Society of America, and of the American Institute of In
dustrial ;'Epgineers. '" 'He has "J:ijenii>ershipin the'AIIlerican Nuclear Society.
the Amertcan Association for the Advancement of Science, Tau Beta Phi, Beta
Kapa Nu, and the Ohio and National Societies of Professional Engineers.
Mr. Chope also participates as.amember. of the Labor-l\:Ianagement Commit
tee Of the Atomic Energy Commission, theOhio·Atomic Energy Advisory Board,
llPd various, committees of industry associations concerned with science, tech-
nology, and.patents, .

-I '., APPENDTXT

A. 4s used,inthis clause, the following terms ')';hallhave ,the meanings
'::;et.forthbelow.:,,; i.,';: " ":'." ,;' ,,'
. (i) The term "subfectctnventton'' means any invention, improvement, or
.dlscovery.: (whether or not .patentable) conceived or .flrst actually reduced to
practice eithel'~:-,;,<,:,:(,.,::" ';'':>..

(a),.iri"the perfcrmancacf.fhe ,exper:il~erit3J, .developmental, oi- research
workcalled for orrequlred.unden.thls contl~act,; or

(b)" In :theperformance of:'any eX'p~riIl1ental, developmental, or research
work relating to the subject matter of this contr~ct,whiG4;,:''i'asd(;me
upon an understanding in ,vriting, that a contract would 'bea.'warded:

]>fovided, ,That the term.v'subject Invention" shalLnot iuclude .uuv Iuvention
'which is specifically identified and listed in the schedule for the purpose of
.excluding it from the Ilcense.granted by this.clauses . .,

{Ii.) ::.The term "technical personnel" means any.person 'employed by ot- wo-rk~

Jng- tmder. contract, with' the. contractor: (other ',' than .a subcontractor.' .whose
responsibilities-;with,respect·torights 'accruing .to the Government in .inven
tions arising under subcontractscare set ',forthin:-{g) and {h). below}, who,
by .reaaon .of-fhe-nature of. his' duties .. .In. connection with .the. performance of
this,eontract,:woul.dreasonablybe, expected to make inventions.

(dfi ) 'I'he term. .."subcontract" and. "subeoutractor-" mean. any -subcontract .or
subcontractor-of the-contractorvand any Iowerrtler-subcontract or-subcontractor

_under.this conta-act.
IH1). The.;contractoJ,'.ugrees .to-end-does hereby grantrto rthe Government

an i:J,'revocable;: nonexclualveonnd. royalty~free rncenseto practiee.vand cause to
.be jcaettced-bv.or.ror-the U.S;:G:oVernment;j:throughout the world; each .subject
.Inventton ..In ..the.-.mannfacturers.v.use; r-and-Idisposition according' .to', Iaw, ". .cf
.anv.arttcle.orcnaterial.vand in the' use-of-any-method. . .SuchIjcense (i¥;shaU
.be. nontranaferable-rexcept: that .tbe-Govemment shalf-have the right to grant
sublicenses to any foreign government .Qrdnternational 'organization specifically
~fQr: -use.. 'ln. -programs «estebltshed tby.dntematdona'loagreementa ,;for-·;research,
. development.. '. 91'':''P.l::~:)(iuctton. o;fi,':weapons:oorvequtpment :-for: mutiral:<defense,
and (ii) shall include the practice of subject invention in the', manufacture,
use, and disposition of any article or material, in the use of any method, or
in the performance .•of any service -acqutred iby :,01' for the oovemrcent or with
funds derived through the- __ military assistance program of the Government
:or;otherwisethr()ug,htheGove:rmn~nt:.. _" ..', 'c,.: .' .' .... ,. ~,'

And the contractbr:-:hereb.y':assigns ··t? the~9.vernm~nt:all. the. right$. th~.t the
.eontractor. would"ha"e:to"enfo,rce ·t~e; subcontract~r,'s'o,1~ligati?n~ fo~ :tliebel1¢fi,t
of the·Government: with respect- .to subject rnvanttonsi :!:rr,)1:l~~e'a're:no S1:1\).
contracts contain~])g patent .righ~s Flau~es, .a ,ll~gat(ve':.·~ep~rf is· re~ntire,d;.·.:'The
-coutraetor-sban. ndt be obligated-to ·.enf?rce,·tl:le.ag,reements 'Of.any .. sUbc~)'~tractor
Ihefeundenreelatingtto the obljgattons of the<siIbcontracror·to the Government
in regard to subject inventions.
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(1) 'I'ha contractor recognizes .that; the .Oovemment; Ql"l;\",fo,reiglf, government
wlth.funds derived through the' military assistance .progrum. or',otherwis,e, through
the U.S. Government, may contract.forproperty oc secvices w.lth,respect,to,whiQh
the vendor -may.be Iiable to the contractor for-royaltie$Jor-, theuse .of a subject
invention Oll account-of such .e contract; ".The contractor further recognizes that
it is the policy of the Government not to pay in connection with its, contracts,
or to allow-Lo-be paid in connection with, contracts .madewith funds derived
through' the- military', assistance, program or otherwise through the U.S; Govern
ment,' charges- for. use of patents .tn which; the-Government. h9lds a royalty-fr¢e
licens~. In recognition of this policy, :the:contractQr"agrees,to;.partidpa,te in
and rrialre npproprdate arrangements for, the. exclusion of such charges from such
contracts or-for the.refund'of·amounts:-received by .the- contractor: 'with respect
to any such charges not so excluded;-; ".::.: : ,,< . '., . .

No'rn-c-Patent provlslonsof contract No. NOw&±--,.055l-{(Na:vy).

APPENDIX.II

A. As used in this clause, the following terms shall have the meanings; set
fcrthbelcw :

(t) The' term vsubject invention" means' any. inventton.. improvement; or. disw
covery (whether or lwtpatentable)"conceivedorfirst actually.reduced to.practice
elther--.

(a) . in: the' 'ilerfo'i~ance ottneexpertmental, developmental, or ' research
workcalled for or required under this 'contract ;01'

(b) in the, performance of any experimental, developmental, or .research
work relating to .the subject matter o,fthis- contract which was done upon
an' understanding in- wrttlng.Jthat .a contract wouldvbe-awarded ;:provided
that 'the term "subject .Inventlonvahall.mct include any Invention.which. is
specifically identified and listed in the schedule for-the purposeof excluding
it from the license granted by this clause;

(u.). The term "technical:personnel"means·.any person-employed-by or.worldng
under contract with theccntractor-f other thana subcontractor whose responsi
bllttlea.wtth respect to .rights -accrutng to ·the.·Governmentin'inventions-.arising
under SUbcontracts are set forth in (g) and (h) below), who.by.reason..of the
nature of his duties in conuecrlon wtth tne .performance of-this. contract, would
reasonably be expected to make.Inventions. .

(iii)' The terms .vsubcontract' and. "subcontractor" 'mean -any subcontract '01'
subcontractor of 'the contractor; and.anylower tier subcontract: or subcontractor
under: this contr-act.

B (1,). The, contractor agrees to. and does hereby grant -to the. Government an
irrevocable, nonexclusive,andoroyalty-freelicenseto practice; and: cause to be
practiced-by or 'for the ,U.S; :Government; :throughout the. world; each. subject
invention in .the manufacture; '. use,'. and: diaposttion-aecording-i.to law,' of any
article or materlal.cand' in' the use of':'any method.' .such license, ,(i). shall be
nontransferable, "except -that: ...the 'Government shall.' 'have :the right '.to vgrant
sublicenses to: any foreign government or. international organization' specifically
for use. in programs.establtshed-by .Internatlonal .egreementa-ror-neseareh, de-
velopment.. or-production' of weapons .or. equfpmentror.mutuaj defense 'and' (ii).
shin fnclude. 'theipractdcecof.rsubject» invention. In. -theunanuraeture, usee.and
disposition :ofnny -arttcleror materaau-tn.rtna useor ,:any methodo.or dntthe
performance of an-sr service ,acqUired by or for the Government or with; funds
derived' through -the-militaryassistance;program-ofthe'Government or otherwise
.through the Government;

(2.)Withrespect·to: "
:(i) .Anysubject.fnwention-made by other' than technical.Ipersonnelx: and
.(ii),·Any.··subject··.·iuvention -coneetved -prforrto; but first, 'actually. .reduced to

practlcedn».the-eourse ':of;'iany orme: expertmentaj; developmental; .cr; 'research
work-specifieddri. (a)(.t) above: .
.ther.obltgatton .or. .me-ccnteactor. to .grant.: a license' ': as. provided, In , '(b) (1)
above, to convey title as provlded in (d)(ii) (B) or (d) (iv) below.candeto.corl
vev-roretgn.rtgnts. ae provtdeditn. te)-'below, shall. be limited: to: the extent of:the
enntractoc'srtgntito .'grant-the: same .without; incurr-ing,.-any.'obligation( to !'pay

;>
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'r:oy'altiesor _-othe'r"co~;pensatiou 'to' others' solely>on:.Rccount-of -said. grant;' Noth
)ing' ,colitaiue~_--_in'plis-,patent .rtghts clause- shall .be: deemed. to grant any "license
un'd~r- any'inv~ntion_ other-than' er'subject-Inventton,

,c- --The._contracto~ -~han -~urnish' .to-the' contracting '.offlcer the .rouowtng -in
forniation and reports 'concerning -subject inventions which- reasonably; appear
,to.hepatentable,:.:/',' ,.':". -,co"~ _ _ _ _ ' .

. (UA-written -di~cldsure:pro~ptly,after conception or-first actual .reductlon
-to 'practice o~-e_a,ch' suohInverrtlou' together-'with; a .wrttten -statement specifying
'whetl1e_rp~,Dot a, U.s..,',rmtent,'upplication 'claiming,the invention has-been. or will
! Jj~J:iled by or on benarror,the'contractor; .", '
" '(ii)" Intertmreports at :leastevers: 12imonths,-commenciiig- with .the.date -or
:'this eontract.reacb' Ilstlng-all-such inventions. conceived, or, first actually reduced
to practice more, thl:in ,8 .months ,prior to the: date,: of' the'-reportc.andmot listed
on a prior interim, repOrt,' or- certifying that there are 'no such unreported .inven
tions;and

(iii) Prior to final settlement orthtscontract, a final report listing all such
inventions including all those previous~:v:listed in interim reports.

D. In connection with each subject' tuventron referred to in C(i) above, the
"contraCtor',shalldothe'follo:wing:,! '0 ':': ,-\.':,- ",,;

(i) If the contractor specifies that a U.S. patent application claiming,such
.invention will' ~efiled;-the: contractor .shall file pr cause to be flled such applica
tion fnrdue form 'and time ;:however,,·if,'the -contraetor.iaater having specified that
such an application would be, filed, decides not to file or cause to be filed said

rappltcation, .the .contractor shall-so-notify -the'icontractlng-officer. at the' earliest
practicable date and in any eventnotIater -than S months after first publication,
'public use; or sale;

(ii) If the cohtractorvapeciflea'that -a U.S. patent, application .claimlng such
'Invention has', not,'been filed and 'will not be. filed-( or' having' specified, that such
.au 'appltcatlcn will 'be .flled 'thereafter notifies, the, contracting, officer .to the con-.
·,trary) "the contractor shall: '

(a) Inform the contracting officer, in 'writing -, ,at:the earliest practicable
- date.of anypubltcation of such dnvention made.bv-or lrnowuto. the contrac
tor' or, where 'applicable, of' any 'contemplated, publication,' by, the .contruc

'tor, stating the' date and identity cf-such-publtcatdon 'or, contemplated pub
lication; and

(b) Oouvevto.the Government the contractor's entire right, title, and in
terest fn Such invention by deliveringtothe,:contl'actingoffi.ceruponwrit~

ten request-such duly' 'executed.Instrumenta, (prepared 0 by; the 'Government )
. of assignment' 'and application; and-such. other-papers as: are deemed, neces-

sary to vest in the Government the contractor's right, tdtle.i and.dnterest
:'aforesaid,' and the 'right to-apply. for and prosecute patent applications cover

'ing .sucb .tnventfon: throughout' thetwonldc-eubject;'- however.. to .the .• rights
, .of the 'contractor,in foreign appltcatdons as, prcvtded-In ',(e) . below, .and "sub

ject 'further-to' 'the-reservatlon.of a-nonexclusive -and. royalty-free license .to
the, .contracto~: (and: to "hH:',existing:-,and.'future: associated. .and -affllllated

-' 'r" companies, if' any.awlthin.cthe corporate structure of,.which .the .contractor
is',a part jwhtch-Iicenseshalfbe: assignable .to-the-auccessor- of: that- part .of

.the 'contractor's' business 'to .which. such. invention rpertatns ;
(iii;): .Thecontractor' ehall 'fur.n~sh;"promptly, rto vthe uontractlng- officer .on ere

-quest -en Irrevocable.power of attorney.totdnspect .andmakercopdea, :ofreach rU.S.
-patent rappltcatlon filed-by -or- an,'behalf: 'or.. the contractor -covertng. any" such
-Inventfon.r '.,-,,""

;{iv}' In'the'event,'the,:colitractorj',or,tp,ose other .thanrthe 'Government deriving
rights from the contractor, elects not to continue proaeeutdon-cr-any.auch.jj.g,
patent application filed by or on behalf of the contractor,:the:,contractor:shall so
notify 'tlIe'colltracting.-,officer, not'rless ,than,60:days:'before·the,:expiration of 'the

creeponseperlodand, 'upon: wrtttemrequeetcdeltver to: the.contractlng-omear such
.'duly'executed. Instruments (prepared- ,py,the-Government ) .aa. are deemed, 'neces
sary to vest in the Government the contractor'aenttrs right"title,Aind:interest
dn'such inventibn,,'and,-the' applfcatton, .eubjeet: t()"the:resenation .aaspeclfled dn
.]j)(ii);above..;'and' . ' -I. : ,,;!i '.'-''',. .....

,'. ::(v):The:contractor,shall deliver to-the eontractlng-officer,duly. executed. Inatru
.menta fully·cCinfir:rn..atoJ;Y, :of'any Itcense rtghts-aeretn: agreed-to be-granted-to the
Government.
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-E-.The' 'contractor;' or" those' other .than' the Government .derfvlng rights .rrom
the' contractor; shall.. as' between-the parties hereto; -have-the exeluaive.rfght. to
fllevapplieatlcns on subject tnventlons in .each .roretgn-country-wtthtn :

(iJ'Nine months from the date a, correspondtng-U'B. ,application .ts filed;
(ii),' Six months from the date permission is granted to: file foreign applications

where.' such' flljng-had-been 'prohfbdted.for secur-lty reasons r.on.
(iii), Such longer' period as may be approved -l}y>the contracttng offlcer.

'I'he 'contractor -,Shall,upon:written'.request.', of .the. contracting 'officer convey
to the Government the'contractor's'entire-right,title,',and interest in each-sub-'
ject Inventton In .each-forefgn' country in which an application has' not been.flled
within, the time, above 'specified, subject to the -reservattonof a nonexclusive and;
rOY.!llty;free :liceneet,o:the'contra:cto-r'together, witl:l-the"right'of -thecontractor- to '
grant SUblicenses, which license and 'right, shaltbe assignable to the successorof
that partor the contractor's business to which' the: subject invention pertains;

F. If the contractor rans to deliver to the contracting officerthe interim: reports
required by (c) (ii) above, or fails, to furnish: the -written -dlsclosures .for all sub
ject inventions required by (c) (i) above shown to be due in accordance with
any interim report delivered under (c)"(iiYof otherwise known to be unreported,
there shall be withheld from paYDlent:1p1tilthe contractor shall have corrected
such failures either ten (10) percent of the amount of this contract, as from time
to: timeameilded;or $5,OOO"whicheverisless., After payment, of 80 percent .of
the amount of this contract, as from time to ttme amended" payment shall: be
withheld until a',reserve: of. either. 10 percent, Of,such .amount, or$5,OOO,wmch
ever is less, shall have' been set-aside, such reserve or balance.thereof to be. re-.
tained until' the' contractor 'shall- have, furnished to' (he -contracting.offlcer:

(1.) ,The finalreport requiredbyI c) (iii) above;
(ii) Written disclosures for all subject Inventlonsrrequtred by (c) (L) above.

which-are shown to be-due in accordance wtth.Intertm-reports delivered under
(c) (ii) above.tor in accordance: with such final reports, or are.otherwtseknown'
to be'unreported; and

(iii) The informaticni:as,'to,.ariysubcontractor,required by, (h). below;
The maximum amount which maybe withheld under, this 'paragraph .(flshall

not-exceed 10 percent of the' amount of this contract or $5,000, whtcheverts less,
and' no"amount,shaU'bewithheld"under -thls' paragraph.tt.fj rwhen-the .amount
speclfled 'by this, paragraph, (f) is being,withheld under other provisions :of,this .
c?ntract.'The'withholding of any amount or subsequent payment thereof to the
contractor shall not be construed us a watverofany rdghts.accrulng to the Gov-:
ernment under this, contr(lct.. T~ispa~agraPh.,(fr"shall' ,not' be·cons~~ued' as
requiring the contractor -to-withhold anv.amounts-rrom a 'subcontractor to en
force compliance with, the,paten.~.,provisions, ora-aulicontract,

'G. The contractor- shall, unless' otherwise 'authorlzedbythecontracthig 'officer
as hereafter provided, include a patent rights clause containing all the provisions;
of this patent rtghts clause ,exc~pt provision' (-f) 'in any, subcontract hereunder of
$3;000.,01' JJ:l0l~e having..experim.ental;developmelltali 01' research work as, one of
its purposes; , 'In the 'event of refusal, by asubcontractor.toaecept- suchapatent
rights clause, the contractor, (I). shall promptly sUbm~tawrittenreporttothe
eontractlng offleer setting forth the subcontractor's 'reasons for such refusal 'and
other pertinent information which may expedite disposition of the 'matter,' 'and'
(ii) ,shall ,not proceed with the subcontracfwilloufthewrittenauborization of
the contracting' officer. Reports, Instruments.rand other' inforination required
to be furnlshedby asupcontrac~rtc.the contractfng officer 'under the provisions
of 'such a-patent: rights' clause 'in' a 'subcontract hereunder-mar, upon'mutual
c?llsent. or the .contract()1',alld the slJ:b,contra,ctor (Or,b:r direction of the-contract-

, ing officer) be furnished' to the' 'contractor for' transmission 'to the contracting
office)". .- ,,'.' ",', ,,"',' ' ' ",' ,', " ,"", . ',',,:',,'

:EI.:,~heeontractorsh,all, "attl,le,.earliestpra~ticable:date" notify 'the contracting
Officer ill writ.i,n,gAfftnySl1bcPlltr~.ct. contafnlng one or :lllore pateI1t.righ~sclause's;
furnish the contracting' officer":a copy 'of 'each o.f_.sucP: 'plause's,;',.and :,notify.,the'
contracting pffic~~"vhen,~ch sU,~contract"is cOIIlpletoo;,' ',It,'is ': understood-that
with respect' to' any: subcontract clause gra:ntlJi'g-'rights' to'the GOvernment in
subject Inventions," the qoye,J:nment is, !,,:, third ,pa.rtY,be~efi~iary;:'and 'the :. con
tractor h~reby,assigns '~Qthe~overnmeJitaU tlie rfghts ,th~t the' contractor would
have' to eIl~orce tlie'subCq~tract0r's'obligations fo(the'ben:efit :of the Government .
with respect to subject inveIlfiOllS.·,~If:there·jire'nO'auoccutraets. containin'g,patent"
rights clauses, a negative' 'report' is "required. "The'contractor:shall·not:be'Obli~
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gated: ttl !~riforcethe .agreementsot -anv.subcontructor.. drereunder rrela ting'ltotlle
obligations of; the; subcentraetorto. the -Oovemmenn-tn.cegard.to subject, .tnven-.
tlons. (i) "The. contractor .recogntses. that the: Govemment.: orr ;'U foreign .govem
nient: with funds: derived .throughcthe military-assistance .program.or .otherwlse
through-the.U.StGovernmentjrnas- contract.for-proper.tyor services with .respect
to which the vendor'maYiheJiable:tothe'cO'IftJ.'l);ctol~,fqr-xoyalties:for, the use.of a
subject. fnventionon-uccount: of, 'such, a contract». .. ;Th,e;contractorfurther recog
nizes' that-it' is the: -policyof .. the .. Government-nototo, .pay jIl .connection.with-Ita
contractsoor; to allow to he,pliid,in,connectioll'·;with:~.ontracts made-with funds
derived .through the,military assistance program,ol;:'9th,erwjse through the U.S.
Government, charges for use orpatents in whlch.theGovemment; holds a royalty~
free.license. In recognition or this pOlicY,the ,c.ontractOJ: .agrees to partlcipate. in
and make appropriate arrangements for the"exclusion. of such, charges from such
contracts or, for the, rerund.of amounts .received.by the contractor with respect to
any such charges noteo excruded.. .'""", ,'.'." ",",,', i' :,:
- No'rn-c--Patent; provisions or .Oontract :No~ .A:F,i30,(602)-3i23 (Air Force).

rr

APPENDIX' 'III

A:' Asused'iilthisclause and in theproperty.rtghts in inventions clause ofthis
contract, the following terms have the meanings assigned:

(i),"Reportable .Itemvmeana any invention, -discoveryr.improvement or .inno
vattou, whether or not-the same is sllsceptibleof:protectionunder:the U.S, patent
laws, whichjsmade'inthe;performanceof work-nnden-this contract 01' in the
performance of any work done upon an understanding in writing, that this
contract would be awarded';'

(ii) "Made" means eonceived: or. first actually reduced to practice,and
"making" means conceivtng.or flrst-aetually reducing to practice;

(iii) "Invention" means any reportable item which appears to -fall within a
statutory class of patentable subject matter, (35 U.S,C.-,101and,171) and which
has.a reasonable possfbtltty.of betngpatentable ;

(iv),: "Subcontract'r-and.. "subcontractor", means any subcontractiorcsubcon
tractor :of the 'contractor, and includes any, .lower tier subcontract orsubcon-
tractor under this contract ; .;;,., . .' ..... ';' :." c' . '.',

(v), 'when this .elause-und, the property rights In Inventions clauso u.re jn
cludeddn .any .. subcontract- "contractor" .shalj be, read .. as.t'aubcontractor'' and
"contract", shall-bereadasi'subcontractvj •'. .: ,:':' .. -. ~•.'" .

(vi); "Personv.meana any-fndivldualv partnenship, group, corporation, assocta-
tion, institution or other entity,;, and. : ".'.. ," '.-

(vii) '''Adrninistrator'',includes the AdministratorOfNASAand his'duly mi-
thordsed representative..>,".:, .', '::. ";::::. ,::",:,

RTheeolltractorshall conduct a continual review of-the results of the work
performed under this contract for the.purpose of .identifyingreportable.itemsan<l
shallfurnish promptly to, theccntracting offlcer.a .wrftten .report concerning each
reportable Item.i.iSuch r.eportshal,linclude:,' ',:0: .' .' . .:'

(L) .Such technical detail 'as .ta.necesarv. to identify; describe,and convey an
understanding of thenature.opurpose.. operation, .and .physical (electrtcal.. cheml
cal, etc.j charactertstdca of.each::r~P'Qrtall),leItem.; .", " ',' '''.. '":: .'
. (ii,J,A desrgnattonofeacho-eportabte item considered by·the.contractor to

constituteaninYet;ltiCin.;,':/. '.: ·c<"'." ,.".' . ··c, ",":'.', .... .: . ,·.c·c '.".'
, (-iii},.A, statemecewmcnsets eoruithe. relationship of eachrePQrtableitem

to.the present contractwork,;:a;nd' .,;:., c. : . c"':': ,,,,', ", •.

, (iv), A..statement ,of'al~llPparentuses iri.whlcheach repoetable item maY,find
application... . ". ,::'

C;.In,a,dditiqIl .to.the l;epo.rt,requiredin(b):, '3,-b~v:e; 'the,contractor shall. furnish
to the contracting, officer .. 'Y,.ithinl, .month follo.wing,~al:":hsemiannual anniversary
date OLthis .contract u, summary of theTeview"aetivities .undertaken and the
resll1ts.t4ereo:(;which,shallillcW,d~,:,,<:'- "":'1'>"> ::,", "'" ...<,'

(f.) :A:written report aSTequi,:r;fld"by(b):~boveforeachreportable item not
prevloualy.reported : J',-:.:,: ,': ,', :>,-:,:,;' "., '. .... -: ..",:,,',,::;.:',

(ii) . A statement, Hstfng .each. subcontract eontainiIlgthir;,reporting,of new
technologyclauseand,tbeproperty rights.tn inventions clause, stating the name,
and.nddress ;of each.eubcontractorv-descrtblng therwork. tocbejperformed, and
giving the estimated, completion!date or each subecntract.
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D.A..fter completion of the contract work and prior to final navment; the con-
:'tl:lrctorshalffurnisb>af,report-: .' . ' i,;; , , ..

, '(if. Izlstlng' all, reI>ortabfe: items;;or~certifYing'that-there'>were;no'repor.table
tteics '; :and'" .' .

(ii) Confirming or correcting' previous'Jinfor-mation:submiUed regarding-sub-
f6'-ontracfs;:or certifying'that-'no 's:uch'subcontracts,'were;awarded, .;:' t -: L, ';;,

'". i E~' -(i) :In- eachsubcontract'hereun~er involving researchcexperimental; design,
,engineering;' 0'1' development. -work,':the .contractorvshall; include the property
i'ights,'inlnventions clause of-thiscontract and, this; clause; -except.fon.paragraph
'\flbelow.
. (2) <In-each subcontract'hereurider'ofdver"$50jOOO which-callsfor work .of .the

- type described in' (e) (ll, the contractor, shall,' prior to tendering final payment :
(i) Obtain from an official having authority to execute such subcontract-on

"behalf of the subcontractoroa jetter certtrvtng compliance by the subcontractor
with this clause and the property rights in inventions clause ofthis.contract j-and

Ciir: Submit a copy of.such.Ietter- to the contracting officer.
'(3) In-the event of refusal by, a-subcontractor to accept this clause -and. the

property rights in .inventlona tclause or,·either,:of:.them, .. the contractor shall
promptly notify' the' contracting officer, of -such refusal-and, .shall. not execute the
subcontract in question until provisions have been approved .Iuwrttrug. by: the
contracting officer for inclusion in said subcontract,
, F 0 (1) Except as provided in,subparagraph, (2), below,' if the' contractor. fails

to comply with the provisions of this clause or of the property .rlghts. tn Inven
tiona clause of this contract. there shall-bewithheld from, payment; until such

.'-failures have been corrected; eitcerto percent- of the amount or this contract.cor
$.50,000, whichever. is less.: After, payment of ,85. percent .of .the amount .. or this
contract, as from time to time amended; payment shall be withheld untila-reserve
of either 10 percent-of suchamount,:or$50,0Q0, whichever is Iess.cshallhave been
set -asidey such reserve or balance to. be retained. until thecontractor .shall have
complied with the provisions of this clause .and the ,proPerty .rights in .inventions
clause as aforesaid. In the event that tbecontractor.doesnotcomplv wi,th the
provisions aforesaid within 1 year after final payment (exclusive of the' amount
withheld) of this contract, any amount -actually withheld under the provisions
of this contract and authorized fo be withheld under this paragraph (f) shall
be deemed to be liquidated d-amages for noncompliance with this clause. No
amount- shall be withheld under this paragraph, (f), so long as the amount speci
fied in this paragraph. (f) is being withheld under other provisions of this con
tract••.The payment of any •. amount 01': withholding. thereof.under this parag:raph
(f).-'shall. not be COllstru,e<i, as a, w~ivel'.qf,llny.rig~tsaccrui.ng to .. t~e Government
under.thia contract.."., ':. .: , i,':' .' 'c'> . '

, (2) SubparagraPl1(l) does not apply whenthe contract is a .no feeeontract
With an educatlonal.dnstitution. In no fee contracts with nonprofltfnstttuttons
other than an educattonal. institution, the percentage amollnt!3P0cifiedtobe
wfthhelddn.eubparagraph (i), 'anove is reduced fr,olll.1o.. percent ,to 1, percent.

G. The :Gl)vernment IIlEtY duplic3:te'_lls~,~nd disclose In any ruanner und for
any purposewhatspe"er'llu{ha,ve. ()thers'so'dp, all,repQrts required by .para-
graphs, (b)an~Jc)()~-Hii~.cl~ll~e~. ' ' ' -

23. PR'Opmnlry'nIGHts ';IW' j'NVENTiONS" (NOVE:riB:ER

A-. (1) An,' inventi~nre~oi.t~d::h~d~~ the ·r~porting·.:o~:,':~ew.. technology~lause
of. this contract shall be presumed to have been made by, 'a ,person described: in
paragraphs (1) or (2) ()fsection 3Q5(a) of tlle National Aeronautics and. Space
Act' of ·1958 (hereinafter 'called' "the: act"),' .and under the. condltlona-theretn
described. ' - "

(2)'" With, respect to' these Inventionadesignated aa.such-bv.thecontrac~orat
the tune' ofreportYng; -the nreaumbtloncr :(-a);(l); above' shall. be conclusive unless
the contractor at tile: timeof,reporting·,any -such invention does oneot.ttue
following .': "

," , 0) _,SUbmits. to the 90Iltractin~'officer a written. statement.'. contatnlng.vsup
-~ortill~ details, 'demonstrating- that'-tlle,invention"ha<t notbeenmade; Wider the
circumstances set forth', in-either paragraph:'(l)'; or (-Z'),'of"sectio'n:305(a) .or.the
'act"'or", ';.,.- <: '-~,,:i'~,::<,,- :,:.~,,; ',:',,t . ',:,::

«it> .. Notifies"the, contracting. officer',ofrthe contractor's intention to.flle .apetl
t}ori:-for waiver of-the rights of the United':Statesto such invention, and files .sucu

"petiti0n"wit~in 3 months-or suctrnotmcatton.'. .
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(3) With respect to ~th~'/lnventi~~-s: fhj~';',~t~~uriipcii~,~:,,~f (a)C!) .ahove.shall
.be conclusive if,tbwcontractor ;fail~ totake.one of the actions set forth ill (a) (2)

above within -30 (lays after notification by the Administrator that the reportable
.' Item.hasbeen determinedto~constitute;an,invention; '; .; . ,'. '.

B(l). If the contractor-Itles.ia-petrtron-ror waiver, .he-may nevertheless, ,file
;llie·;statement" deacrlbed-dn. ,'(a')'(2)above.--'Withor without R petition: for
waiver, -the Administrator -wtll.trevtew the' information' furnished. by. the con
tractor: 'in-'such: statement: and any other,' available information,' relating-to the
circumstances 'surrounding ,th~ making of, theinveution and wtn. notify 'the
contractor ofthedeclston as to whether -the invention had 'been made' under the
Circumstances set forth In either,paragraphs (1) or:(2)ofsection 305 (a) of the
act;

(2) If, the contractor .riotifies the contracting 'officer'of-his intention to petition
for, waiver as provided in (a)(2)rubove, but either (i) fails to' file his petition
within the, time, specified .theredn; "or ':(ti) , at-the. .tlme "of, flling :a-petttlon 'for
waiver, does not 'file an accompanying, writteIistatement in accordance with
(a) (2) above" the presumption,stated in (a)' (1) -above.shallbecome conclusive.

c.Withrespect 'toeachdnventlon whichbecomes the exclusive property of the
Unlted.Btates,. contractor. .shall.:

(i) Notdfy t,he <;ontracting,offieer"prom'ptly:followingany publtc use or sale
by'the contractorof the 'Inventionorany.publtcatlonby the contractor describ-ing
such invention; and

(ii)":FurnishjuT,lon -wrttteaeequesf: by:the'contracting officer, such fulf and
compl~te'technical and 'Ot'heTi~fornmtion',available to, the- .contractor as wm.oe
,ll-dequate, 'for, ready uraneposltdon to' patent speelflcation f'oran-and ,for effective
prp~ecution of a 'patent applicatdon, -and.. in 'addition, ~han .execute 'or' secure
0x,ecution'ofdocuments:m<iin'strllments 'as maybe determlned by the Adminis
trator 'to' oe ~~essarr forth~ 'preparation andsprosecution of applications.for
letters 'patent covei-lngeach Inventtoo.
" NoTE.~Patent;Provisions" of' Contract' No. NAS' &--0.11736 (NASA).

-APPENDIX. IV

:A~i',Wh~never .• alJ.Y'inv.eJition;ofdi&Co,~er~,'ls 'madeorconceived bythe-contmctor
or its 'emplOYees1n the sourse,of()r1Jlider this-c()ntract; which invention or dis
coverYi~ inherently :incaJ>ahle,()'~a 'use ot,h,erthan in the p-roduction or utilization
of special nuclear material or atomic' energy, the contractor' shalf promptlv fur
nish .the .DonlIni~'Si()~. ,Wtll complete inforIlia,tion. thereon; . and the .Commission
shallhave the sole power 1:0 determine '\Yhetherornoiandwhere a-patent appll
cation shall be.flled, and to d~t.ermin,e,' thedlsposdtlori :of the title to and rights in
~nd. to any inv'en~ion ordiscove~.and any patent' application' or .patent thatmay
result: .. Provided, ,hoWflver,' 'rhat .If .the contract, 'When:'~fllrnisp,ingthe complete
illformationas t() '3;ny ~n,venti()n ,ord,isC(lvery advlsea the 'Commission that the
contractor will file at its own expense, subject' t()~ecllr-itr,r.eguirementsand regula
tions, a U.:s. patent application within 6 months'otre-porting;'anddesignated
foreign patent ailpli~~,tiollS 011, .~ch, tnventtcnor- di~c(),V,~rj',..SUbject to security
requirements andregulattons, the contractor shall retain: '

(-1>.,A:nonexcluslve.. irreyoca:ple" paid-up, license __foraH. purposes iuany, such
U,K:rpatent .appllcation filed ,by,.the contractor and any ,UiS.patent Issued there·

-onj-and . . ..' " .... .. J '. ".' .,' " •. ",", ,. . .' ". '

(2) The .tttte and rights in, :aJ:!.y· such-foreign. .patent jappltcatlons ,01'. foreign
patents-secured py the contractor, subject to:. ,:>,:,"";'

(t ~ ,A, nonexclusivei,irrevQcable"paid~up,license, to i fheU.S. .Govemment for
., U;,S; -governmentalpurpcses. and with 'the',right,of,the"l].S.,. Government,to grant

llcenses-to fcrelgn.govemments for:PlIr-PQses •.of governmental, use.by.such.fcrelgn
governments pursuant to a treaty or agreement with the U.S. Government 0:1', any

"agency~thereof;'!,:>,;:-:,,>'. <'j ,;",,;"" ';,"';';,;':::'" .. ' .:,:",',:>: :;
'(ii)· Grantingv-upon. request; :nonexclusi-ve:,rQy.a1ty,-free:licenses .to 'J,J:.13.:,~iti

", 'zeus,'-aUd':to,U:S;'corpo,rations .. When; ;75,:percent'-Qr .more pfthe voting interest is
owned by U.S. citizens, for use in the production or utilization ,of speclafnu

j dear" material: or! atomic <'energy ;, .. and agreeing .to .grant" to 'foreign .users and
it 'purchasers of .the 'product of "such?a!IU.'S: Itcensee.e.uteense.itc.use. or,;s~ll"s,uch

product to an assignee of the business)m";,plantor"asisurplus,l:i.tu,reasollaple,
nondiscriminatory royalty ordinarily to be at no greater royalty than contractor
has charged its other :foreign licensees.
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(iii) The rightQf the contractor to grant such other licenses in accordance
with applicable statutes and regulations.

(a) Provided, That if the contractor grants any licenses other than.as :1;1'1'0
vided in (ii)3:bove, the same shi3.nbe·f~r reasonable. royalties orcompensa
tion,'and

(b) Provided further, "That if,: after, 3' years of .the issuance of a par
ticular foreign patent, contractor, its. aseignee.or Its ucensees cannot demon
atrate, .upon Commission: .. reqnest.. the- practtcal.cappllcatfon of the .subject
matter covered by. such foreign patent, the-contractor or its'assignee'shall,
at the Oomrniselon's request-.grant licenses' on any, such forelgnpatent; to
others,atreasonable'royalties;'. . .... '

(3) If the 9onh~actordoes not desire to proseeute.therj.S. patent application
or any foreign application or matntatn any foreign patent, the-contractor, prior
to abandonment shall afford-the Commtssionan opportunity to take.over prose
cution of any 'such patent-uppllcation Or malntatn any patent. The judgment
of -the Commission' on these matters shall 'be accepted' as: flnal j and the con
tractor, for it-self and-for its employees, agreea thab.the.fnventcr- or inventors
will execute all.documenta and 'do all things necesearyorrproper to-carry out
the judgment of the oomrmssicn..

B. Whenever -any invention: or discovery is made orconceived :by the. COntractor
or it~"employees dn the. course of or under this contract, which invention or dis-
covery is. inherently capable of, a use other than tn. the production or; utilization
of special nuclear material :01' atornicenergy.: the'contractor-shall promptly turn
ish·the, Commdssionrwlth-complete i~formation. thereon ;·.and ·the.·Commission
shall have the sole power to determinewhetheror'uot'and where a patent ap
plication shall 'be filed; ,and -to determinethe·disposition:.ofthetitle to and
rights in and to ,any 'invention or discovery-and any patent application or patent
that ID!a:r result:

PrWided;':however,' That,if "the ooromtsstonueterroines.not to file,. the con
"tractor may:fil€!,any·U;S. und-roretgn patent application aubjectr.tothe Commla
ston securttvrequrrementsand regulations.

Proviited, however,' That the contractor in ,any event shall retain at leasta sole
(except as ,against the Government or' its account); irrevocable,' roy'alty~freel

license with the 'sole rlghbto.grant .sublicenses; under, said. invention, discovery,
patent application or plant, 'such lice-nse-and' .sublicensing , rightabeing.Hmlted
to the manufacture, -uae and sale for-purposes-other than.usetn the-production
or utilization of,special nuclear material or atomic energy; Subject-to the-ltcense
retained by the contractor.vae provldedfn this paragraph.the-judgment of the
Commission. on these mattersshalf be accepted as final ; and the contractcr.. for
itself' and for its employees, agreea that.Ithe.rinventor-or Inventorewlll execute
all documents' and. do all things' necessary ororoperto carrv.out the judgruent or

. the Oommlssion. .
C:NO' claim-fer pecuniary: award or compensation under the provisions :of

the Atomic Energy Act'of195~ 'as .amended.vehalljbe.asserted by. the contractor
or its employees wlthirespect. to any 'invention or diacovery. made or conceived in
the course of or-underbhts contract. -',""'., .

D. Except as otherwlse-authot-lsed In writing hy"the'Commission, thecon
tractor will obtain patent agreements to effectuate the purposes of paragraphs
A, ·R, and C of this articlefrom' all persons who perform any: part of -the work
under this contract, except such, clerical and manual Iaborperaonnel-as Will not
have access to technical data;

E. Except as otherwise authorized, in writing by the Commisston.rthe.eontract
will insert in all subcontracts the Commission's standard type A patent provtslon.

F. It is recognized that during the course of the work under this contract, the
contractor or its employees may frOID: time to time desire to publish, within the
limits of security requirements, information regarding scientific or technical
developments made or conceived' in the course of or under this' contract, In order
that public dlsclosure.nf such' :information will not adversely affect .tha patent
interests of the Commission or the contractor, patent approval for release and
publication shall be secured from the Commission prior to any such.zeleasecr
publication. .'">",,, ,'.' '.'

G. 'With respect to .each, invention or discovery. i:n. "Which the' eontractor fs
granted the.prlncipalor ~nyexclrisiverightsul1derparagraph. (b) of this article,
the contractor ag-rees to 'provide' 'Written reports '~t rells.onable intervals when
reqllestedhyA.EC,asto,: . ' _ .. , ' ..'
.. (1) The .. commercial.use .that, Isbeing made 'or is' intended to be made of -such
Invention or discovery; and . - , ~
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(2) The steps taken by the: ~~~t~;~~'tor;,t~: '-B_~hi_~;!~4{~ri-,;e~tioll to' -~l,P()ll1f ~,f
practical application or .tc make the .mventton. or-discovery_avaflable for licensing;

H~:With-:re,spe:ct-.to-each .tnvenuonor :di~c()very_ in which the contractor is
granted the principal or any exclusive rights l1llder"paragraph B of this article,

.the: contractor.agreesrto and-does herebygrantjthe-Oommission :
(1-)"- The -~ightto:require'_the:gra:nting·.of nonexclusive, royallty-free licep:ses to

applicants' on any -suca invention Ol'.discovE!:l'yunl.es'8 the ,contractor, __ its trans
f,erees,:'.'or :assignees demonstratertc the COll1missioll,on'regue~t,that the con
-tractoo; rltsotransfereespor assignees 'have -taken .effectiye' steps .w~thin, 3',years
after a patent issues on such invention or disc9vg:ry.to,briIigJ1;t~illv~ntion 0,1' dis
coverv to ,a,point'of'practicalapplication" orhave.granted licep-s~s, thereon free or
on reasonable terms, or: can .shew. cause Wp-y .he.. his ,transf~l'ees, ,o'r: assig;n~es
should retain -the prtnctpal-or. exclusive '. rights for .a f'urthei' ,peri.od,o:f tdme; and

(2)' ",Theright to'grant:licenses'roYi3.1ty-free,or on reasonable terms to the-extent
that the invention, or discovery ds required for public use by governmental regula
.ttonc oc as.marbenecesearv 'to fulfill health needs, or, for. other public purposes
.stdptrlated in this centract.v. ,:,'~;: ;:.: '''' ,

1. In addition to the rights of the parties under.the.foregolng paragraphs in and
to, inventions 01' discovel'ies'madeor,conceived. in .the course of or ,under; this .con
tract" ..thevcontractor- agnees.ito and does hereby, grant to the·Gove],uD:lentan
.trrevceame.. nonexcluslve.cpald-up -Iicense .In. and; to <any and; all '; inventioIl,sor
discoveries-of .the contractor, made.i-developed, ;or.ncquired prior, to orou the

reffective -date.of expiration, or completion.of this contract, which are tncorpomted
in 'any "conceptual design, 'or 'prototype furnished '. under this; contract: .:(a), .fo
make, use; and to' have madeand used, the, invention or discovery throughput the
world, for U;:S;Governmel1tpurposes, .ror use, in -helfcopter formation .keeping
systems, and (b), to sell arid have sold any article, material, or product embodying

-said invention .or dtscoverv-and acqutredor used 'under-the foregoing.Ilcense, as
surplus or: condemned: public property as provided.bytaw.vProvjded, however,
that no license is granted herein as respects any ttem.wtnon.on the effectlve.date
of this contract, is a standard commercial -ttem of the contractor...The acceptance

'01'. exercise by .the. Government of the aforesald-rlghts and Ilcenseshall not pre
vent-the .Government at' any.thne from. contesting the. enforceability, validity 01'
scope of :01' the title to; any rights, orpatents.heredn.Iicensed. "
'.AUdrawings,' sketches; designs, design data; specifications, notebooks.ctech-

-ntcal undsctenttrtc data, .and allphctographa-negattves, .reports; flndtnga, -recom
mendatdons.t data 'and ." memorandums ~ of .every description. relating thereto, as
well as 'all -coptes of the 'foregoing, .developed, prepared or furnished under this

'contract,' rshall rbe subject- to-Inspection.' by: the -Commtselon atiall reasonable
times (for' which .tnspection-the proper: facilities shall -be.afforded the Oommis
sion by the contractor and its subcontractors), shall be the.--pl:operty,,:of·tlle

'Government; and may .betusedrby-the Government-for-any purpose whatsoever
"wlthotrtvany ,.' claim, on -the- 'pant' of the' .contnactor- and ". tta subcontractors vand
vendors .for-addltional-compensation .and shall, subject-to:the right' of the .con
tractor to retain a copy of said materi'aLfor,itsown'use,',be.delivered:to,t-he
Government, or: otherwlse-dlsposed 'of':by:.the contractor .elthertas-the contract

'ingoffieer. may.from time':to time 'direct- during, the progress-of the' work or in any
event 'as the·contractin'g.-.officer: shall .dtnecttnpon. completion' .or..termination of
this' contract, 'I'hecontractor'artght .of.retentlon and usa-shall- be subject to the
security. and patent provisions, if any, of this contract,

., NoTE.~Paterit 'provisions .ror contract' No.::AT·,(11...,1)..-;.1471. (AEC);

AF'PE~I;dx.V

FEDERAL AVIATION AGENCY,
i,VdsJii.ngton, D.O., Ma,y12,1965.

~iNDUSTR:~L'NuciEONIbs'CORP.',"
Oolu,mbus, O'Mo .

(A:-t.tentipu:., lVIr., Cpfl:nINs!~adg;~,~~>.." :.,::' ',: ..,;', ':.,. '., "
DEAR :MR;, BADGET,: I,o,\viSll to .thaiik. .you for:.y,ourconsideration. tn forwarding

a~opy:o{.your "Proposals 'forDtgi~aJ-Barometrfc Pressure. Sens~ngDevice Usill;g
Nucleonic Techniques" to our ~gericy.' . :.,. : '.. ' "-:...',' , '."

4 polley within the,Age~cy:d~~;'~lOt permlt us to p:~view: any inater~~I."wliich'is
proprietary in nature. .we respect the rights cttnert-ros '\Vit~ whOIt!-' \V~ deal
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and', treat the proposalsrln: an;;ethkal,m~nner." -However, we-find It-necessary to
return- any-proposals 'with,:-a- proprietary. statementcto the. submitter--wtthout .
comment and withotrta review on our part. If you desire to-delete the propcletary
statement-and- to', -resubmit,; theprooosaj..we ._shall conaiderdt ,along.. with- other
information'that-we have.recedved on-the strbdect,

Sincerely-yours,
EDMUND-BROMLEY, Jr.,

Ohief, Support Systeni8;Branch;
','El1/viro'fpnental;D,evelopmfmt -p:i,msio'n".,
Systenz.s Resewrc'h, and, Developnwnt.Serotce,

INTERNATIO'NALBUSINESS MACHINES CORP_,
A1'1non7c, N.Y., June 2, 1965.

Hen. 'Senator JOHN L. MCOLEI,LA.N,
Ghainnan, Subcommittee on Patents, 'I'rademorke, and Oopyrights, Oommittee on

the Judiciary;, U.&',Sena,t6,' Washinuton~ D.O.
MrDEAR,SENATOR: Lwish.to ,0ffeJ:' my endorsement and support of the general

prlnciples-contatned -inyour''bill K'1.809.
As you llluy recall, I endorsed the middle groundapproach or roueorevtous

bill-S, 1290 in my 'letter-of May 7, 19B3.':In my opinion,yourpresent 'bill repre
sents a substantial improvement over K' 1290,·iil' assuring che contractor- of a
royalty-tree 'license-and Jprovi,ding for a. determination, of Invention ,rights at
the -tlme.ot 'contracting;

I· suggest the fo:I,lo\vil1g. addit1onal:improvement:S-~for:your, consideration.
1. Where a: contractor'has filed a: patent application .or obtained .a. patent on

an invention prior to enteringJnto aeon,bract, .the Government's: right should
'be limited to. the. normal .nonexcluslve Itcense.reverr though the invention. is·;fir~
actually.reducedtopractdce under the contract.v.o-r.t, ,.:',.'." ..

'2;.,The' Government 'should, dedicate cnetnventtona It-nequires; to the .p:ublic
re'ther. than entertng.thebuslness .at' Itcenslngdts: patents on, a: l"oyalty)basis.

L'hope these comments "rill 'be 'of: assistance. to-you in ;resolving .thl's. complex
problem and.w'lsh.you.utmosb success iIithis,bHL '

Very. truly yours,
J.\V. Bnq::::E;NsTOQR;, :,Vice P/;6sid;(3nt.

. .

,,;:.J__ ; ... ;, '. :,;'; ;"<,,U,:S',SENA'l'E,
t,',>, ·(3Ei.~OTPOMM:IT'I'E;E?~,S~.rALr,]3USINEI3S,.....

. " July 9, 1965..
11011. JOHJ'i[L;'MOO:LELLA-,N,,, .:. . ';', .':,:. "
,Chait'moo, .su1Jco1nnt~tt,ee ,on'.p(l.,tet~t8, Trade~ar(k~,a1id. :OopY1-ight8, Sen,afe'J'~~.d~~

cia'ry IIp,ntm,itte6, l!..s.j)~'0ate!, Waphington, D.O. ., . '
nEAR MR."CHAIRMAN ,~')\fr\;'H:oWard jeorman, an indU'Strywitness".:app,ea1'ed--pe

fore your: suncomnrlttee on JUly 7".;·In:,his testimony :he'qupt~~:l,fl'om:,a;$'.ta,tement

gi ven .in·.·1959 .. byna-wltnesarepresentlng. the American. 'patent La )'~ Assoetunon
before a subcommittee 'oif .the House Oommlttee ,on.vsctence ;,~~.cL Astl'onau'tlcs,
in which he .submttted-the..naruescr.nve companies ,'W,hichpUl\portedly. haq:. de
cllned to.accept.contractswtth NAJSJA"'because oritspatent.policy.

In this .connectdon.. dt-may: be .userut. to cltercertatn tesLilIl()uy in .1962lbefore
the-Monopoly. Subcommittee .Qf:tl;:1e Senate. S:rp.all,Business,,cOmmittee: l:lythe
oeneraronnnserct. the: .. NattonatAeronautlcs and.Bpace .. Administrntlon. TIre
followlng coltoquy to,oJcipla'ce;. .', -s. c.,.:. ;.:<. ;'.:" '

'~SenatQr'LoNG.·Do';Y;OuJ~Ilo.'W;, 'of any. large, concem Wllici!i',has:.:refusecl 'to, con
tract with: you unlesstb,~y'g:etpatent#g'J;1ts? ..' 'co:":., '.::;.,<, '",;; :,,:

"IVJ1'.· ,JO,HNS()N_"We, .submlbted.. a.~h,t"to, anotherjcongressional .. cOlIllllifte~,., rtf
certain instances * .*.* 'I'tiere. h((,ve, ,lie!J'n, :a.fews1.fch ,in15ta11:cfis.,: 111, ,C!:l1JlQit; evf£r.u
ccse, by the time .·wewe1:e. able to,.~ftaotcnand: ta,lk it .. M~t ,tott1~ the-m.,the. con~
traot was .occeotea». 1 . (:Euiphasis, Eidded.)". .: ', ::...... .,~

In :further hearings c'O,ndu(;te,d':'hY .'1Jl~,:Sa'ixle :sriJ?'COllllpttt,ee,in.l:963,QA .the same
subject, the following 'colloquy took place between 'the' NASA 44'JJJi.11i'strator
and, the .subcomrnlttee chahman.; . _.

1 Hearings before the Bubccmmtttee on Monopoly of the Select Committee on Small
Business, U.S. Senate, Mar. 27, 19'62.
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"Senator Lorio. **. * Now, 'do you presently feel that you are not able.to get
a sufficient number 'of contractors available tor research on your research and
development contracts?

"Mr. WEBB. Generally, we haven large number of.people.who want to do work.
The number of people qualified to db the highest quality-of work Is not large, but
I think the patent waiver features of our law are not reetrtcttngus-wtth respect
to good contractors;' .although they'. are more restricted than other .Govemment
departments, as vcu.tmow." 2

I respectfully'request-thafthisletterbeJnserted at an appropriate place in the
record so that a reader' of Mr. Forman'a.testlmony will be aware of this additional
information.

Sincerely,
RUSSELL B. LoNG,

Ohairman, M on()poly SUbcomnvittee.

BROWNE,' SCHUYLER .& BEVERIDGE,
ATTO-RNE:YSAND '. COUNSELORS, AT LAW,

Wa8hington; D.O., August 31, 196,5.
Mr;"THoMAS C., BRENNAN",>.,' ":<:" ',,::!
·Ghief Gounsel, Suboomrrpitt,ee on ,Patents, Trademetrks" ana' Oopyrights" comma

tee onAneJudiciary,U.S. Senate,' Washmgton, D.G.·
DEAR' MIt. BRENNAN :. Ooncemlng the testimony.obtained during hearings' on

S. 1809,.it may he of interest, to point up, a factor ofte~ overlooked in 'debates on
what should be-the "legislative' policy' for 'apportlonment. of rights as between the

'Government, and 'the, inventor', and/or ',' developer: of-Inventtons .Important .to, the
public welfare." This, factor comes Into' play.when: legislation or executive policy
seeks to assure-by a, general 'rule. thepubltc ownership for, and 'cancellation of,
private rights where the Govemment-hasmade-a substantialnrpredo'~inant

contrdbution to the-total development: cost. ,"'In';a:;;suring such' public', ownership
in cases.wherethere -arevequltlea '" to'-ravor rthat-result- it, may often happen, in
practice, -that the private 'inventor orcontrtbutor has an' equity whtch Ie.wholly
cut off unless care is taken to preserve.his.prtvate. right ; and to respect the 'final
clause of amendment V to the Constitution. ,

·TheU;S.· Governmentvexperferices-a very strong bargaining position in letting
contracts to contractors dependent on such contracts for sizable portions of their
business, and this position is not usually-challenged. An important inequality
arises where ·genera~ ;-e?'lllations, and ,adp1~njstrativepolicies control individual
cases rather than the equities of the case-themselves. Nor is the private party
always ina position of equality to test in court the application of-administrative
policy, since courts haven tendency to require proof tllatan administrator has
exercised hts authortty-In 'an 'arbitrary or .capric~ousmanner under a regulation
before relief will be granted... Against these'princ,~plesgoverning right to relief,
supported by· the 'sometimesoverwhelming~eig,htof legal talent available to the
Government,the individual or small company finds dt-nottworthwlrlle-to chal
lenge ·anadministrrative,decision" if based .plausibly on: .avgeneral provision of
law or a departmentaltregulatton.

An example arises otroni closer. revtew i()f1Jhe.C'aSie repooted' by MT:W'aJ-ter A.
Munns, President, ·Smith'·Kline' &. French ,paboratories, 'in his statement .to .the
committee on. August 19, .1965; ·'~hat. case, reiaces tooooporettve work between a
company and a-research worker who was paid In pareunder a gl"ant from the
Depa-rtment of··He-alt!h, Education, and "We1'fare for/i:nvestigartionsof sterotde,
for which '$26,000 .wasexpended each year for several 'years, hut not directed, ail:
aU· to ~the subject of ithe cooperatdve ~o~k.". "Who' ;fi~sfsu-ggeste<l' t!hat"results of
his ..study. could he,of possible Use as a' prescription drug to:prevent incipient
heart,attack ,seems not. to he clear;· .The ·su:ggestion that it parttculareterold was

'wortJh,fl:lr.therinvesti'gaJtioufor 'bhat'p!1rpOiSe· seems ito have come wholllyfl'Om
'the company; H' appears ,further thaiJ;'no,8u~hulse··ha-d,lbeen suggested or recog
nized as a result of Inscontract repot:ts r(:o;the. Government Department, and that
if ~ny suggestion was made; it was not'~nrtol:1a"ye-value.

II "Economic Aspects Of Government Patent Pollcles.';!iiell-rliiks before a .subcomnitttee' or
,the Select Committee on ~~an:Su.sine~s, U.S: Senate, Mar. 14, 1963, p. 317.
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From this ,point.,the -.pri.vate-,compan~:expellded:$250,000 to evaluate .the drug

for this -new and; urgenc-purpose.t and proceeded to.tsre pointofpr,ov.ing Its 'effect
an:d"sa;fetyin_ani'lli'altests;',~' _ ___ __ _ _ ___ _ _ _,'

Now- we-have a-corstrtbutton of -3.' 'smaH;sum,_certa,inly_llCl't .higher; .than: the
$26;OOO:.wllocated·,for -generat.ceterold. .research. in; ime,jre:ar,which .could 'berre
garded as ,theGovern-ment,'s contribution, ~n-d a ipri'"\late::collitl'li'bUition,'-some 10
times 'larger; Yet the companyjdesplte.Its overwhelmingly larger-contribution
of $2 -miillio-n required- rorproduclng. an acceptable 'pharmaceutical 'product was
denied 'any priv~te right even though its.contribution"might;then'exceed:98,per~

cent of ehe-total'cost ogdevelopment.: .' ,<':;

;I<t.' has, long, been, 'urged"by many .that jthe .doctetne of .encouragtng.mnovatioua
and .inventions -should.gtve way; to rthe doctrine that'h;e w~o,:,pays;fora:develop
ment .should' town. it.:' Yet tfue.same ,doctrine of': equttable; ownership, .''When :put
into. effectas betweenGovernment-and tts-cttraena asjliilOvat(m'3~",'seekst()'assert '
fujl ownerahlp 'were private .costs .may 'be as ~lUcll as ,50 times.greater,rthan,;that
of the-Govel'nment;,' 'Thi'sJs' an, example, perhaps eXltreme,,~but',nevevtheles'S:creal;
of equbties-quite- opposite :1;0; sthose.orten -essumedto- prevail>:generally.

Should not any-general.' -leglslation carefully' guard'nagatnstv the' image .0f';3,
Governmentwhlch' takes ,away"from.Ita.cttrzens ',whattliey:··Iriay·'C'Ontrihute, .at
private expense, as weR'Rs"I~roteotingorther'frmfbHC~iniiel'ests',?

'ThilS letter is 'stibllllitted o~)my'own-behalf !for record!pm~IXlses In' the Ibope rthat
ujtnnate l'egislationwill ilot' u1l:f3:irly;Jtip 'the balance' iir;fav01"·,'()f~big :GOvetiiment
to the ultiri:latedetriJIn:en't:otf,the:people-:govertiedt: - .

Sincerely, . "q .

'~r;.··

;l\L[NNE~,~~~:~~ilh~G'~·'.M:A~F.Adf~IU~({C6:;;,
"« ': ',: ". ',," 'fJt:f~#l;)Jfi~n.:,-.fulY:J.9,f!Y~5/

IIon~"J,oH~L.:M()9LELLAl'f,;" .. ".; ... " ':', , .. ".,:, """",,,',,,',
Chairman~ .SU1Jp~mmi#e6, 'Pat,ents! "Tra:dewwrks" ,lltn4::00PY:r:iflh,ts, :,,'r!~S., ':fjenq't,e;
..' FaShitngton"D~a~" ... :·><.: ,'.:" , ',' ,'0:, .. "''',',:'',',,'; '.:,'.' >:', '.':

DEAR:SENATOB .MOC~LLAN :,: I,~}th€!"interest .. otfc1arimng.proposed patent legis~
1J1.~to~;before. the Senate, :the Mirw,es{):ta,,~inillg,& ~fanufaet;uHng Co. wis:h~.tq
make a staeemebt for rtilie'record, expressing itselif with scmeamenumentsror
Senate hill 1809. These amendmentaareprepared in an-effort-to provide.more
equitable .treatD1ellt·,for,::,~:Jitra,ct{)rs,Who,J~arry,.out research and development
cont±a0t~on,heha1fpf,theG(}y~~ent. ;"~:' ,'; ",: " .,': '.<'-":", .,. -. :

We .. wishi;(); commead. the,J~p.bcomD1itte,e::on,Pab~n~s" .. 'l'radeIll,arks,!' and .CQ'PY~
i-lgh:tJsfoi" tlhe long extended hearings in the interest of developing,oouud gqvern,
mental concract.orocedure.iOr. tll~;'bnl'S ,presented at,,;,the,hearing,:Senate,~809,

Inour opinion, offers, JJlJ.e,bestj)~o~al forJl1eesta'1)lish;ment 00: unircrm.govern
mental. .contracta -i~, .tl1~,;field of research and development. .The.· committee has
he¥d. mens-. ,times. :vhe:·vartl-()us -. a.rgllD1:enrl:s, regarding ;patent, polict~S{)::we.wlll
devote our fUrtller,e:ff(jrts':ta,,~hepl"{)POs~ amend(llleli1:s;... .....',' , ... "

In.ehe ,d¢in1tioIls " secelon 2,:'Pa;ra~a;ph le), £1lou'ld:~,revised .to read r., '. ': ·'c,::
"(c) The term 'contract' means any ~ntractual:,:u;r:r,an"gementset':for~h.,in

wri,ting, entered into .. ,bebwe(3ll, ,allY<Govermnell't, agency. and.' anYo1Jher .person
where a -ourpcsc ott the ,contract,,:1,s ::1!he,conp,uol; orexpernnental, developmental,
or researchwork.jand .the .contract [nvolvee.the expendlture ",f, Government runda
to-retmburse .the contractorfor,,the .conduct o~,.th~,work·. ' Such term includes
any. assigmp.ent, fluli&titutionof,p~~es,::o~sup~ontra~t,o~ any J,ier'en'i;ered,jllto
or executed for orin connection with the :peI"fomnallce,q.fAJlla,t centraet,"
..'Section 2, p.tl~ag.raph,'.(g)..'SAOJl~~ b:e,reyi~ed'fls:follo:ws: ',' :'; ',' <'"., '<'
': (g) The: term .'made,". ;Whg;n ~~ed(,in,-,r~1~tiOIl, .to ,an~'r .. iIlvelltipn,:;means the

tlrstuctualreduotion, to ,practi9'6;.qff&U<i;b. ,-tilY1?Dtion0 in the.,couvse .of· or: under.. rthe
contract." ," :, ""', '''",,' ,d,," , ,'''' , , ,., .':",",{,'-:,',"",:':' " >"f':,' ',' ,':: ',~ '"

We think these changes should,,·,b,~m~a,~e,jIl',th,e,,intereJ'3t.,o1:cl~tify~ng,,.the

term "contractS'~',and):ti <t;lccord,l:I.Ilce, With, "What" appea,is,.to J),e;: the ,,:desire .to
reiIlfprce contract. pr.ov1si()n~:.intend~ .to" insure, tl:).l;1.;t ;j;he,:l],S. r9:pv.erIl~ent,re,:,
ceives all that it ·pays;fQl"!i~,Cf)~~CPiOI;lJ:iii~ll ?,ov;~r¥m~:qtrt:1~.r~h·t~n4 4ev:eI9~
ll1(mtcontra~W·":flowever,:py ,tP,e ¥l~p1~.-to~,eJ?r~~;feel,1fl8;t;J;hi~ .~s 'a,";tw<tway,;st:r~t,

ftnd :t;he" G(}yerpm~t,s:b,~)1tlq,~p,~",g:'it '~Mtr ~tr.,do~s::n~t,,'~Y;{f0;t\'! "An(r~t)"~e";.s~D,l~
'>;',? ':T -;'r"'· ':Vir; r\ '>-""',;t',:,cT'
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time we :might .point out: that the. .Goverumens .does.notctngeneral,pay for.' the
facilities ,:(e.g..;.buildiIlgJs and-equipment) -that the .contractor .has .assembled,
nor the expenses involved in obtaining and retetntng-tne services .or a highly
skilled-statf.i.nor the detriment to-the contractordn-Ioslng-the services of that
highly 'skilled-staff .duringithe time-that the contract is being -performed on
behalfofthe.Qovernment.-:-":.,, , _",'._ -_,-',. ::_>.'

Furthermore, .in -advocatiJigrevisioll ofsection2(g)as indicated, we,feel
that Jnasmuchas the Government vdoes not-pay the contractor for, ideas con
ceived.prtor to 'performance, of-the 'contract, ,by the, same token the Government
should not retain title to ideas merely concetvedfn-tbe-perronnance 'of the
work. "", To guard-agafust the possibility .that the contractor will withhold' or
conceal useful' or, .good ideas, and not. disclose.cthem to -the 'Government,we
prOPOSe to .require vat .a later point, in ,the bill that the contractor disclose to
the;(}overnment:alLconceptions .made during, .the .perfoemance .of .the contract
work BO: that Rne-valuation of .thoae can.be made.vand if, the-Government desires
to go. forward, and ,reduce .. them "to' practice" with, Government .funds, .the .con
tractor can be so notifled; but tutnat event, the contractor shall have a royalty~

fre.e, nonexelusdve ldcensec-wtth the- right to 'subllcense others.vshould such con
ceptions be reduced to practice by the .Government-and later patented.

Section 3(b) (1) Bhould:;be:amendedto~read:as:;follows:'

"(l) .Require the prompt and fUll'disclosur,e.by.the contractor .to.that agency
of .any- mvenuou concetved, or made in',the COurse: of:or- under, the: contract; .and
in the ease of any invention conceived. but'uiotiactually.eeduced -to-practice ill
the course of Orunder the contract, the contract shall provide that. the' Govern
ment',s'hall,/within',90 day'S after receipt of the information concerning such
conception, inform the contractor of the Government's desire to actually reduce
such invention to practice with Govemmentfunds ;

Provi4er1 fttr,tl~6!,That,,~n.the .event.the.Govecument fails to accomplish actual
req1.I.ct,ion, ()f ,sueh.,)nve*tionto practice wttbtn 3 years after receipt of said
report; or if the 'Government does not inform the contractor of-its).n,te,nt,ioll to
actp.aHY ,reducetp,e).nyeuti()n to:prt\e:tice":"and,iIl,either eYeIlt,,~be contractor
shall actually reduce such invention to practice using his, 0W'l1.funcls",then
all. rtght, titl~'::tlld inte:re~t~in.and to sucn in:vention shall accrue to. the benefit
of th~' .c.ont,ractor; ,an<i'. ,b,otlf .the qovernment'.::tnp. ~e' contr::t,c.tor shall preserve
inf0'1'rrJ:ati()ll relatin$to",sllch. inv,~ntions'.ill secrecy__unt~l the title thereto has
be~nd~te~n1inel1."....'__ ,.: ';: :,. __ .'., ,. ,.'. '",,,, "'.' "

,S.ecti?,n',41a)'U1:,sll.ou:l~ be r~vi~ed :to,reaji' fis J~nQffs,;:'" '.', ' ".'.:':
",:,,(t) .The' sole purPose: of 'the -conttact':iS"tg,':ci;ea~e~ ,<ie:yelifp,. orimprOye'
prod~c~s,"prQCe.ss~" 01,', m~ods w:hi<3h .afe;,i.li~~nded', tor 'c?lJ1inerciatuse Olla
r'o.~al~y~fre,e''basis .bY"tlt:e"'~~n.er8J.. puo,Vc;" or: r~q~~re,~: ~?r'p:~blic, use, ,by,govel'n~
~,~r).t~,1.-r~W!1~~,O~'l3~:':,; ',;,', " '."" ..'. ,',,'., :',; .:'i __ ':,i:,':<,',',.'.,.~, .: .. .-" '"
"'.Thls'revl~lOll,'l~sugge~~e~,lIlthe,be1w+'thllt, .wh~lltlie"Vll1t;ed :' States 1;l~l1er~
take-s.'. 're;sear'ch'~Ild deve~oPnle~~work; :oll,-'prb'~llcts:pr?~esse:ii,," ,01'__ ,method:s wh.ich
are ilibhidea !~or,'~en,eral')?ubiicuse 'Coll1±hef~~:iny;.thts' sh'O~ld,'he'the,:,~futed' aIld
prime 'bbjecti"'/e;" so 'that':'pr,osPeC,ti:~;,cQIi~l"actors 'wili ):il()J". ·i.f., nH~ir:'lYusine&'3
interests YV~lUld b~, je()~rd,i~ed1!rp~r(();rri1~~(~h,e',:~~n4'~'ct:W?'rh:.: '.',:.,',. , ... ', .. ,

S~~ti(lri "4(b')hl' .th'e"imrtif)!J.0Il'.i?ag~s :~~t1ie':~nl )ls}n~r()du~ed,:'li~e,.5,·.~fter
··PoSitlon"~)hou~d t{e'cbang~li to~ re~;~-';' ." .. '.:-' ': ",'.',.- .< ,~ '" ,:,':-:'. .

::. ·'r.rh~ a'g,~nCY'he~~ 'sh~1r acqtjire __ito :.~~ea ter rtght~ th:in' the::n(:m~~CIusive'11eeris'~
specifH~<1 ill'sectibn:'? (~f (~:f.'l?ll~ss,j,he''cl,~teiniil:l'es,'.after,t~~ :,lnv~ntion.has))e(!n
llienttfie'd;'th~t' ..the,re ':lte~il ': e:idsten~.'s'pe?~l·drcri~stallc,es-", based, on,releyant
evfdenee ,of record;' wh~cli:/~~aPFsl1' b,~.yoll,d ~'.,:re3:,So;napl~:~qll,ptt¥ftlle:rmbli~
fntereat WOllld,'s.uff~r:as 'th~ .r~1t. or .'the, ~9)lfra~tpr,'~~tatn~ng; .th~',:priticipal' 'or
exclusive rights'ins'uch 'i!J,v~~t~()Ji:.'~'.."::C,,,:..':,,:, ': :'.-":,,;,.,,,',:,:., ., ... d':,,;. r": '; , ..:.:' '

The ,change J.s, slIg'gested'.oii·:tll~,':blls~s:tb;nt,:!agevc'y' ,h~li~~: shdti1d,n,ot 'be 'put
in: 'tl'u( rWSitiqn',of--:tAA~g .~' (.l~t~rwina~g~ :,(j~, the',Pll~Ig: '~f,' ~p~ulaUon, .. or __ the
fea.r' Of'eritiCisin 'if,their 'decision is to'-retairiHgnts' greater' 'than 'a non~x,clus:ive

li~~-n~e 9'u 'lJ.el¥df ofth~Q?verlllll1~nt;.c.,: '. ,,' ',",./, '''' ''',
",'Sec,tlh#:4,'(',q) ,~J;io;urd:,~~,'r~;'vittep, __:a~ftpno.~s,:>.,'<~',::',_"._ ,,: ".... ,. ';';.' •.__ ,',." .... ",'

<l;(cr:A~'to' ~p.Y,p9,ntl"~ct:',e~eCute~ UrlQel"" t1il~ __.',ap~;', tl1~ ;'.d~t~rlp.lIl:lt~()P.9~ .r171)t~
in' a'liv'iirve~rtion 'ma'C!e,'bYthe. cOlitrac:tor1n"t1;1e' .cpur$"()t'()~ ,.11nder 'tpe, i~ontr~ct
s,~a:~I,'·~~a~~·:bY:!WeJ!~~}li~.,a~,~~~~·t~~~;~,:¢~#t~l.l~~~;'~.' .. ,:".'. ,;,'" ',., .

It.cis·b~~'eyed' that'-'tli~·l)O.stponem~nt.9~"d~te91111atlon 0f,~g'~~,S';\W'pll,te!,t:R
cari"ser\Te':ho"'Useftil 'pu:rpbse,' :an'a win b'nly!iricrease:tl:Le cost 'to the' nilliliroof
Government research and development work. It may well be noted tn thh:~
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c0n..rtection that. the United. .States may, at its election, acquire and use any .
invention for governmental 'purposes, . regardlese.tof .patent -rtghts.vand, their
ownership, at' any tim~,·and whether or not' such patent Is grunted-con an .In-.
vention made in performance 'of a Government-sponsored contract (28 U;S.C;
1498). .

"Section 9, .paragraph (c),s]iould'berevised to read as' followe:
"(c) The number aIld general nature of succ.mventtons .wtth respect to Which

the agency has acquired greater rights than a,-royalty"free license In 'accordance
with section 4, and'a summary -offhe flndlngs .or. fact. upon which-such-deter
mina tione were made."

The change is suggested in'order to provide, the same type of .review of. actions
of agency heads in' connection with acquisition of rightsrgreater- than: a non
esctusrveuccnec, as is:required in the case of acquisition by the agency of
rights no greater, than 'll- r()yalty..free license.

'Ve' thank 'you' for the opportunity of expressing-our-oplnton. regarding pro
posed legislation.

Cordially yours,

,NA'rrONAL'SMALL B;USINE$8 ASSC;>OIATIQN;
Washington, JJ.O.,JJtly 20, 19q5.

Hon.tJorns L.McOLELLAN,.:" ,;:;" ;;, ;,'
Cha'irmooj'Subcommittee'on,Patents; ;'J1rarlwwr1v8;,a'fl,d-, Oopyrights, Ocwr/lnittef},on,

theJttiliciary,'[j':S., ~enftte,·.Washington, I)~G..
DEAR l\h,'- OHAIRMAN:In response to your 'invitation to submit. addiclonal.ma-

. ter-iul ~earirig on the Issues. 'involved. in connection-with the.patent.policy matters
reflecteci;in' S.' 789,. S. 1041,'S. 1809 and B. 1899;: btllabedng considered by, your
conimtttee. w~.·.are submitting; 'the following· addtttonal. comments and«the: en"
closed studie8;with the request that they he incorporated into the record of
rO.lJrpr'oceedin,gs. '

'BEFUTATION'OF 'SENATORRUSSELL L'ONG'S: ARGUMENTS

(a) SenaMr -Long has, 'll1ad~ ."n','gr'e;lt,:"p~in:t":,1;'~4t", .Il;iu~~.',6f;:','the c0y~~~#meil~'~
ngencleavand.programs are, already. covered. by: e:~istil1g)~gislatiol1' ..and :::'J;eq~r~

ti tle on:.behalf,of the"public;"· ..··:':;r:he .ract. 'thftt,-,practi.call:y" all- of, t;hIs::l~gi,sla.F(m

\va's',accbmplished:. through the, use .pi :'. the,;~'rid~r?"t~llllique., .. 'V:li~eby, the;.leg~~:
latdon.was' passed without'. any, significant dtscussten ,of·:tl1e· iSS~le.s,.w:ith-Qut:]',es.9"~1;
to comnrlttee.hearings, and, -ln most easesby.y~~ce.,v~t~iWi:tIJ;O;-1?;t tpf:! ·p;r~~e:t;\c.e ,of
unysubsta,ntial .nuanber vof-Benators; emacka. or ."Siqbtl:l,rf:uge,dn at:t;ewptin~ tq
establish -publlc policy without .the.knowledge, tosay,notlP-pg,()f tJJ,e,~~ncllFi'el1c,e,
onra-cnajor -pontion.. of <the .sennte.: .On: practically ;i~V:eTy:o~casi,0-P-':JYhere:}1;le
Senate '. has- been permitt~d:".to"c:as:t. 'l;t; rp.eani,ng:fW'.YPit.~:,.9'))r;tl1<~:, ~ssu~,; ~J.1e:.,H<?rlg
amendment, hasbeen defeated. ';,What.,the·legt's~.!!tip:q.,;!'e:porte-d;llY :th~$A~oIllfliiPte,~
should seek. -to. accomplish, is' .to arrive at .e '__ f{lii,,:.stud~ed, .. rand :,irnp-a:rti:af deter
minaticn- of erititlem~.nt,:tQ:-commercial rigp,'{s__:.£o·.G:,9;v.e1:nD;1:el1t-f~n~e(1:, ~.:.8c. D~
inventions, cas..'well, as tne rsovemmeut's ;e:nti~leme:n1;, to.JJ;1~! ,~,:r;uits-,-,or; privately
developed inventions. ,<:::.:',< ._,:. ..' 'C'."" "~"':" .

. (:'b}" 'Senato-rLong has .attacked.jsome-aspeete.of tntemaucnal patent .poo~ing
which causes'unfavorable internationalmark,et .eoncttions. f(j'r:.. arcenceumenu
facturers.This is a varia-lion of the attack on patents.becauseof the, antit,1'11Elt
implications of thedtmdted-monopoly co;nferred<by;,.patE}nts.:,:., '.Phere; is'.~·· ~illlPle
answer "to .-these "borrfble..esamciee'i-senroroemenr:of tl:1e antitrust .and"qther
laws which' are 'intended to. prevent i these. abuses. .Outttng. down,pri,vat,e',riglltl?
to'.patents;,as we have. previously', stated to thiSoc,omIliittee,wiIl. at, the: lp,j?sfoIl-,Jy
Inconvenlence-theularger flrms.. but :for, mUC~ .:creative small busine:ss:'"w:Ulrbe: .. a
matterof.lffeand deatha ,>;:"'.:,';:""',:-"; ..:-,::.",::~; ... ~ ~'; .. ,,'f';:,::; ",

.'(0)" In '. ·his, dcrcnse.br-nts- .positton; .Senator;Dong.~ontlnuQ'Q-sly,:IIl'qddies"tl1e
water by ieq-p.atingconsumer~o.rie-nted',:r~,c:h:,:s:u«(l;l ,.ai;li.t4~r'cO.ndY-9te4,;,~~ ;th~
Department of ·Agriculture. and. by,.HE1Wi,witb. .derense, and .other noneonsumer
oriented. research., ,·.The'statement rthat ,'fthere, i,l';l',uO tl,"is.k .in;::(lnding,:3., market ',for
the,' new .product' is certainly .' true' for, newInventions co;mp~etelYi:gf!(v;e:l(lp~,f9~



724 GOVERNMENT PATENT POLICY

the. consumer. market-s-but; the' exact opposite:is.-true for most .inventions with
potential-commercial' application 'derived rrom. defense, .. spaceor atomic energy
research. The costs ofcdeveloplng a commercially, .sultable .produet from the
bare R. & D. invention are almost- invariably great. 'Senator Long is dead wrong
when he, says thatrthe prtmaryrlnterest-of contractors in .cbtafnlng-commeecial
patent rights, istopermit~,them.to-obtatn ~'monopolyl'·profit.s~ Clasetcal -vmonop
oly",·"pricing'·~imply does_'not.:,exist, in, the current..marketplace, for a, number
of reasons -well-known-toeconomlets: .andmost Congressmen. Of .course, every
businessman seeks to maximize-his profits, but the primary reason for bustnees
men 'deslringrtoracqutre' patent rrlgtits-dsrto tnsure-tnaotfiere is a. reasonable
prospect of recovering development costs and-keeo.exclustve rights to, manu
facture' .the 'patented "item .to meet •competition from, substituteproducts. .:With~

out exclusive rights, the copier, .who has not .bomedevelopment. 'and marketing
coatscta: ina.posltion to 'undersell the developer-c-a grossly Inequitable situation;

(d) One of the themes Senator Long keep's harping on is newiIldnstri~' which
have grown ricb.on Government R. & D. starting from scratch inthisfield. I
ussumevheuneans .companiee like Aerojet-General and '1'RW 'co. (Thompson
Ramo-Wooldrtdge.) These are the examples .of. industries cited to which "bil
lions of dollacs of the taxpayers' rights have been given away." We do not
believe'that any significant inventions·,·hav-ingcommercial value have accrued
to any of ,.tl1es~, coTporati,on~." They, have grown rtch on their research earnings.
We..c,a,ll'<?n' :~.ep.at()'rLong(~sh~,is'·sO'fond:'of~doing to those who do not concur
with"his'point'O'f'view)"'to"point to one instance of patent rights acquired by
th~:cprp.()~~tiO,:lS whicll; have produced tremendolls monopoly profits for, these
COl-po'i-ations.' If'· cases -estse 'wh~re 'such"valuable rights' have. been. acqutred.we
would alsolike to know how much .prlvate-capltalihas. had to.be-Invested to
market! -these inventions; : (Parenthetically, .no .one "in industry. is s,;er:io:usly .sug
geatlngr.that.rthese .R.& D. based-corporattons ,reany nave any entltlemenf to
R:'& D; patents.}: But-even.Irrthe Ieaa.extrerne ..cases-c-the largec:orporations
with: many ;y,ears. of 'experience, in a field 'of: technology-e-we would be. Interested
to hear-of -some of the horrible: examples Where the, taxpayer'e.rtghta.have .. been
given away ; where large .corporatdons have acquired patents- which ware ,~he
basis for hugemonopoly profits. We believe that since most advanced technology
is interrelated, largecompanies·with:large:patentportfolios .. as a.matter of prac
tical.n~,e~itY.rp.ustpoo~ .orcrpsE1-licen~epatents, so thet the only competltoes
li~~.lY.to;fffiffer 'aIe., 'the' '~m~n'~oin~nies: Effeotivepri'ce competition,between
la~~~: firms who cross-li¢e.ris~·'orpOOlpatentsif; :obvtoua In the everyday-expert
e~<;e'. ofjweryone' of.u~t1le,'~lectri~al·.appliance Industries, auWmobiles,elee-
t:r()l}ics"just, to 'name-a 'few;,' Tlie'.co~picuo~ssuccess stortesInmodem industry
aretllose' :invQlyi;n.~.. prlvately .produced .inventions ,m'Ostlyby . small .. business
W:hiclil1aveilrosper~d~n(l,gr(}wri~thePolaroid;Xerox, and Data-Control type
of,i:n~,u~tri.e& -Wevvai?-t to ,see' more of theJ3e',develop whether the patents are
(1eIi~e\l•. fTomp~y~te.or ..G'ove~~ent-, funded fesearch/and we want, these patents
JP-itde:uvaila1?le,' to:the' sri:l,al~' creative individual '01' business' rather -than.dn .the
haJidso~ Governm;ent:~u~.oo.ucrats;.. 'even' if it:~eans':that.larger·businesses'-will
thereby"itl~o'o~tii.iIl·the 'MIlle rig]}~si' This 'course farln- the' public interest.

__ (e)' 4-sstlIlling rwitll()ui 'admitting that every.argumentmade by ISenator:Long
is logicitlly corl.'ect;we ,believe that it is nevertheless. in tthe publicinterest .Innnost
cases to' glve-eominerclal rights"to'patentable"R.:& D.' inventions .to -me-con
tractor or iD:,,~ntorfp-r tIle foll()wing ~onoIIlic reasons:
...1.We}rnow ofnofleld in whlcha .trueclasstcalmonopoly can he obtatnedIn
the'. current,' consumer-market j truemonopoly pricing cannotbe.practlced In-the
pr'e;gent marketrorttheIollowtng ,reasOns:.'
" a.' There..are·.·alv,-ruys -avaflable 'subStitutes' wtuebeven.'if:not as good .asa de
'sirllP~e, :ba:tented :u;1;icle, !will restrict, tne seneuotn PrlCing".-'-'as. the 'pr-ice -or 'the
pa tent~a~ticle vis~3>vissu~tituteSge~s. :c)llt·of,line,:the utility.of the' substitute
increases'inthe. mind of the ,'C()Dsumer;', ,'Agood:'example:is·the ':f>0laroid:camera
and' Polaroid'film: :MoS'tphotographers will .agree that 'Instantaneousprocessing
o~fi1Jn ,lUiS sO'IIl~, lli~hlY. desir~ble advantages;. nevertheless]. the: utility '.of rthe
Jlrodu~tt(){Il,~' ,c?nsl:in;ler Is not.sog'eeatthatPclaroidproducta are disproportion
'atel;Y'- 'trriced·as' colIlpared. with' K6daKor'()th~rcamerae and photographic' supplies,
T~is·1s.:thecorrlnioll'sttuatton fn the ,rii~rketpI3c'e,' MonoP()listic competition. in
·c'o:nsuriIe~;,prodllct: 'lines is <the.rule"rather. :thani the 'exception.. 'Patents are ,only
'one ;(j-f 'a' number' of:monopolistic ·elements 'which;en'ter; into distinguishing, prod
ucts and maintaining monopolistic competition--:---other factors are trademarks,
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name brands, advertdsdng clalms, artistic' (as opposed to functional) .variation,
packaging, geographic limitation of distribution and' variations' In-qualtty. ; In
many products where patents exist, patent claims or rights are 'the least-dis
t~ngu~shiIlgelementsofc9mpetition, particularly if the market is dominated by a
few large businesses. . __ .. . , . '

b. The realities 'of large-scale' production and consumer demand require that
any .product where th~,conSiumerexercises a choice between competing desirable
expenditures must .be ratfonally jiriced fnregard to its utility. For example,
wewould probably all agreethat a device,capable of recor(ling television programs
for later reproduction, similar to the audio tap-e recorder, Iavery.destrable 'and
WOUld, command; a large market. Assuming .that a relatively iuespenstve device,
were developed and were patented, what pricing policy ,\Youldbe, adopted by the
manufacturer ? OQviously the price wQ'llldh,ave to bear somareasonable rela
tion to the market.. '.It would .be a: lllon()po,ly price, but, not, In. the .classical sense.
In. theHght .of O,ul'_lm0wledge of market ,~emand a:n<i.,:c.Ul',r~P-t:l!ricit:tg,of. tele
vlstori sets and audio tape recorders, we.womdconfecture tnata video recorder
would .have to be priced, under $500, to .senin, quantitYPJ:Qdll~tion,. and, to gen~

erate substantial profits.. This is ,certaInly: llQttl1c:clas,sic.alulOnopolyprice.
:z. The .proposed Federal Inventfona ,~gp:lil1i(>;t:ration'would certainly cost {he.

ta,xpayer.3. .great deal. of' money--,-"p~()l?albl(:JllllC)llnOre, tl1aI;1 returns .frcm. corn
rnerctallyutilfzed Inventdons could ever Jiope"to':r.eturn InIiceiise feesand royal~'
q~s.coststo policing ,patent r;ights, ontne J)al~t. oft~WGo:vernment Involving
court actions wouta .be tremendous, .' It~turns fromlloIle~c.lusive .lieenses, .even
assuming a wlllfngness to, pay a: fair royalty ,(not mO,reJl1,anJ percent of manu
facturer'a gross selllng pqce) would be_yer:rlow. ,'If exclusive licenses are to be
g:ranted, disposal bypubldc, bid" would be the .• on1y"way to avoid .favori,tisin and
corrupti0]l in the admlnietrattcn, "¥0i'>t of thepatents w~uldJ)rob~b,l;r-sti~l:el1d,
up' in .. 'the, hands of the.oJ.1~ina~·d_e;ve19pe~:w~tb.,()nlY.lJ,o~.inil:Ji~turns,o,v.er_cost,s

of acminfstrattou.. . '. ':'" :.. "" ..•,, .' .," ,'" .'. '
3..The tax aspectsof patent explottatton ,by corporate. developers. are such that

all profits wouldbe subject tocorporate taxes of 5,2 percent, plus taxation of divl
dends. at individual .rates. . Much .of. the, :~rofi,~ from. prtvate development in any
eventaccrues to the G:overnm~Iltintl1efQl1l1 of ta;xes.. Additi,!JHallythc:pr()perty
rights in patents Irrmany jurisdicti0:lls are"al§(),sl.lbject ~o''pp:merty taxes..

4~. 'In.those ,few cases whe,re aen iUeg8:1 ,monopply is crea~~(theantitrust laws
[,rovide adequate remedies, Monopoly practices, ,including~__~fair.p-ricing" ,may
be reviewed .by. the, FTO, and the, .. courts.. £Lnd, .In extreme. (;3:ses .the .courts can
order licensingof patents. or placing them in,the publtc domain, '.' .. :

5.. The .Iabor implications .of ,the ,course proposed, by ~enator, ;Long.are star~;
tllng-c-to, the extent that. any. Pcllicy', restrictS;deV~lopmen,~ of, coDlDlercial appli,-.
cations, new.employment opportuni~ies.are lo~t;but tOJ-heextent that U.S.
patents are .placed in the ,inlblic;domatnrorelgn countries are free to copy (and:
even patellt)l1their. own.countrles). and using, the fruits of U.S. skinand tech
l1plogyto produce ¥d importthe,ite'91s in~9 theUnited State:s to compete without
own sources of s~pp~sr, andtake away thej()'bsof American.wor,kin~~nas well as
the businesses Whicllc~eate thenl.,U.S.,'paten'ts giv,e exctustve rights tothe,
Ameri,can:D1amifacturer.fn the D.'S.. market and jallowa U.'S~citi~e;rs -tofUe ror
the forelgn• patents. ,,',;FurtherlrlOre: .. ;lilJder,' the Mc1Jlellall 'gill,;. :8." 1809",.if. ~
p3:te]l~ed,It.;.~,D..invention, is .not prac~,~c~d, the G-0veI11mep.tl F"ap.',fo:r~e lic.e:lls~ng
or 'other disposal of the patent.' '. ' ' " -', '

6. ·Commereial.,rights,to.patentable,.inv~ntions developed. by .small business 01"
individual Inventors ~hoiild;.accrue.toth~,"\\r:p.ere they areto.be used as ,capi'tlll
for new busillessorfoenhance exi~ing.~m:iU,bUSiness. ;'..'_ '.;.;' .

7.,yalp.e. of,;vv~at .is,."giyen, a;vv3;Y" s110u14 be.Hare~ully: appraised in. tlle 'tight'
of .followiI1gconsiderlltions,.:. , -: :.:. " '.;''- _,,' :':.' :' .. ; ._" ,. ':. . '.' _

(a),. In't;tr,e commercialrp,arketth~p>yalt:r:val\l'e:o~ a pa~eN~:assigp.ed or licell~,ed
to amanutacturer is usually in the· neighborhood of 5 percent,'selp.,om,'lls:mucll
as 10perce,nt of :.gro~s, sa,~~.~ berau~eJP"is,.gC:I!-~~ally :l"e~ogIl:ized: ~hat ;inarketing
knoW~how: an(L.pr()duct, ~~ye1-oPffien:t .. ,are,t~.e, ,'!llqri,i: ;iIllPor:qin:t: f~ctors" ~ ,: sellin~,
~ ;r:rewproduCt" , '--,. ':'.-;'.:.:',' "';!'i',->," ,'.:, '~':::; . '.: •.. , .. '" '.' """~ ,

<-N:The pat.e;qt hqld~r,n;lust ~uaJ;~~tee,J~ei Yl1lld1ty of thep~tent. :! "
'; (~) . 'rhe: P.ftteJ;lt.: .Q\yn~r i,Wlj~t, a~c:c:, ':~ot·.t{),CoDlpt:!;~e ,D;J,';'iVtSe, ,hi~ ,know~pow: 'f,(j:f

~l;>mpetiIl:g, applicap.ons.. ': '" _; '", '<:---, ~i:; (~:~;;",,': '", ". ", .,'. ,:'::'" '. ::.-,
8., :A. ,prime;-p,urP<n?e" ,pi ::Ge;~in., PF:oPQll~tsr o~; :the" t~title~', :tJheory .,may~ b.e_to

~lll't_~erj ;}Ye~~e;n ,~;tlk):l'~(·H1eP:~~~~~,~q~~t~i~. :,iR-~~;.•:J;~~ipg\;~fttit£~
54-40Q-65-pt. 2--22
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strongmiddle .. class Isthe bulwark of our.rree.enterprtse srstem... The desirable
alternative in the minds of these-proponents is large industries controlled. or
owned by, Government.

COMMENTS ON ST.A.T~MENTOF, MR. JOHN M. :M.4Loy (DEPUTY ASSISTANT' SEciiEfARY
OF ,D~FENSE, PROCUREMENT)

Weiu'e shocked' by the 'continued' call()us'disi;~ga.rd"of' the Department- of
Defense -of ,the real dilemma and hardshfps faced by the,small business' patent
holder ,under existing law and procurement regulations" as shown by the com
ments of Mr. John lVI. l\Ialloy on S',1047. When we, balance the simple inexpen
sive and effecttveprocedure whlch would beset up under K 1047 for permitting
Governmel,lt infringement of private patents w-here"needed' for national security,
against the Impossrble situation, now faced by Small businessmen in trying to
protect their,patents,and obtain fair compens/.Ltion,for, their use-we are dismayed
that any Government official who is aware of the realities of the two sltuattona
could reach-the conclusions of i\1r. Malloy.'

Certainly none, of usis trying to de,nyth,e' Government -the right to-produce
items urgently needed for nati.o,IluI(lefense, wh~therpatented or not. S. 1047
would not-In any way permit thisres11lt9Y injunction' or otherwise. .If the
patented item cannot be fairly obtained from the patentee or a licensed source
all that is required is, a simple finding by the Secretary' of Defense that national
security' requires, Inrrtngemenb-cthis power c()U;ld , eveube deleg3:tedto ,con~

traetlng officeraff deemed desirable. W4~twe seek to accomplish by's~pporting

S., 104,7, is, to"change current attitudes and philosophy which now, practically
require 'contracting officers to induce infringement Of'unyand allpa~ent~d

Items. ,W:e', wish t? see a reestablishmentrof r a' requirement where national
security permits of purchasing ,patented ite:Ilis"from',li,censed sources ,pr,otf 'they
are unfairly priced, 'of purchasing acceptable substitutes. 'We also seek to
reestablish a cli.rn~te'W~ere PI'OC,l;l~eJ;ll~tofIicials'\,ill ,fairly seek t<;> 'obtain 'lic'~nses
rotuse of ,pa,te,Ilt,ed,iteIlls,und;whe!e' .approprtate.: paY,fair rOY,alties ,for:,;:;:uch
use. At,presel1t,the,legislatic)ll ,Wh~C~l permits ,a,cqli'rsitiOli:Of ,~llcll rights might
just as well be,xelJeI'!-1~,d,for 'aJI tl:l~ ')i~elilip04, Of" '£lilY "pro.c,ur~ment officer .wcw
seeking topurcl1,~,se,patentrigllts.·.~emust're~tetatetlilit for creativepatent
oriented small ,b,iIsWe,ss" :reestal}1is'1l~~nt 9:f~ ,fair" b,3:sIs~ for dealing'. with~he
GoverJ,uwwt, is: :nihp.d~~to,rY,i,t any, 'SuJb~ltantia~-,segment,o~ .sucn industry 'is to
surviye:to~erve tlleip-oy~iilIrl~pt'linee<is-.~:o:", ',':';.- ;' ','"." ,,,'.- -':

Certainiy,"Mr.Mall?~,must :hav~,lia(l'to:ugp,~,'in(?~eel;::iTh.e:q.,'lie,"saili,: "rern:oyal
or tI?-e".pp~~r: ,to,.s.~c~r~"flri )nf~llc,~on',:ag~iI~~t.: Government 'procurement ,dqes
not deprh~e,the:patento:wner.'. j)f, n~asqlla:ble' cOrnP,eIlsation for. the. unlicensed
use ,'of... his;' i#tElnt:, " :An: ,'acti,on :,a~aInst .'the .(Jo-yern:ment'.lies' in the,. Oour-t 'of
Claims,~nd,me:rittiri!:>us :~hliJnsi:riaYbesett1ed the~e~, ,Un~er' lO-United 'St:ites
(jod'e .S.,2386, . the ,milltarl ,Ji~pal'tnleI1.rts'ale ',~uth?ril':ed .tosE'J~tle~~fringe1nerit
clailll,sad.wip.is.trativ~~y ,pef,ore :ti1:e,suit. ip-'~b;e,Oo'l1rf:()~:CI~~8' ifl"br(}l1ghtJ", ..:
:w~ ,haye :p,?i,nt~~ .. ,O!lt':'~;n<i 11:1v~n11We~o'us: 'e:x:amrpl~,shoWin.g'-'that·. fO:rsmal't

b,usiness., ,<-the 'prim,ary, -suffereCi),uu, sui,t in' tll'~, 'Court" of Claims 'is no .. 'remedy
~~' ag ,be'ca~s¢,,of,',its:~cost"~ll(l.the,delay" involved: .....Fnfth~rl1lore;" adrntnlstrattve
seftlemerit of'::claiIns ~anilot b~Jnade,'under'GA,Q,'rulin~s~ 'in'th~ ',co~Ulon" case
Wh,er~,' th~re-is an, jllde~nity, provi,si,on,'jn tp~ infrillg;er's',cont~a'ct: an~,tlie

infringer refuses to settle. All the cards are stack~<l}gaiJ;lS~"tre"s;IIlall.ll~t?nt~

~olde,r,~,;",__" ::., ,: " " .- """" ',',,", __ ;, "" ' .,: __ ,~ ",:,' ','-,'-' " '-'.' ',' __' ""~ , ',-' :,,' -' '" ,~",>"" '' :
We, fu:rth~:r;take ')~sl1e,·.witll,']\{r~ 'iM,alloY~S,stat~m~l1t~"':I:~~,'Depar~en~'of

Defense" does- notencourage'lll:M~e~'s~d, use, oLinvent~0l?:s; as "'3. ll1at~el~ ,of
course ,r ~ .*"'" ;'1'l:li,s ,m,ay De,tr,u€7' ;a¥:~,' __'rPa,tter,:--orf':tpp-£lra:we(':'-,pQliCY; :but -- the
realities or -the DOD proourem:ent situation 'are tili.'!,tt'{)~o;c;ureIlient·,~flic,el"~,-not
0IllY" consGiQl,l13ly ,lI~e;~ye,ry ,Ilit:~ll;~ ,?,v,~rt, or ~ur)"eptiti~ms. toucnutre proptie,tary'
rJesi~m\b~t.to,ah'~~tellt~j(l~'~~~t<::ln~'W?hc;e illvoluntary' Infr'Ingemenf on the
I;iart ofsuPPl~~rs"" ,:,';, ;":' :",.-,', :,:' ,;, .. .: :,', _, ,',:,'

W,e"think:, ''that ':MJ:':' ,:¥~llo'y'lias',;'~dnfu:sed' :t!ie'" i~s*;e ip:;r~gard,' to "the: real
effect' of'8.1047"by-'llis studied :'harpingon';the, injiillctive 'remedy whtcfiv ltes
in the back:~ou,lldof ,~his bill-:,~th~;re:l1.Ptl~p()rtOf 'What,~as peen said 'is'th,'at;·
from tlle~tandJ>0int..0f',the,p()b~bure:lucr~~;:it":il(niucli ,13illlpler '"to ,continue
the pas'sivestate of 'affairs 'giving 'ct!rteoianche toCDOD'~fijqi3JS)tnd}etting'us
small b':l8inessmen:("~vllOseem ,to :qeffp:cll a thor~ )n~th~>sid~'iof :DOD)':con~
tln,u~'.t9 trY'-:tO·,gl-a,prne __~ith' th~:s'irrii;)os~i~l¢' lega'!':ari4:~dm:iriistrati!e situ~tiOlJ"
rather "than 'have', his 'own' .people: haV'e 'to:-iiia:k'e ithe,'siD1P!e:dete'rminatioll, in
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appropriate, cases, thatJ;l,ationalsecurityr,equir~s,infringe-Dleut of a patent.
If, our. defeuseadininistl~atorsareincapai)le,ofreaching. the" simple judgment
that a hat rack or a radai- component door, do.not illxqly~uational;se~'llrity:,
we better get a new team. 'I'he.jstatement that, maldng;:-sl1cl1,deter:r;ninat~ons
would delay Government procurement, in our view, is sheer nonsense arid serves
the same ends.

The end,of,acllievingcompetitiveprIcing for patented items having no national
securtty Impact is also sheet' nonsense in our estimation. No producer of 'non
essential items" patented or not, .can Impose "claasicalv monopoly prtces on his
product. Available treasonably priced substitutes tend to keep price-s o~ all
patented products at-ar-easonable level. Furthermore, the Government's broad
know-how and coercive powers.In the' field of,ne-gotiated 'procurement are sound
and sure m~ans of .keeping prices in line. We, most earnestly ask the. committee '
to examine closely the reasoning of DOD and to reject it by reporttng some
version olL,S.104;7; !;lQ,wer)o]lluk:e cieterminationsshouldbe vested in the. "head
of the department or agency concerned" rather than in the Secretaryof Defense,
to. overcome the ,()bjectionabl~feature of, havingprocur,eme.nt .acuons of, othe-r
de-partme-nts or agencies, reviewable- by the' Secretary of Defe-nse.

COMMENTS ON STATEMENT bF~:LEDWARD' wELCH,- DEPUTY GE:r-rERAL,C{)UNSEL;GAO

The vtews expressed by 'Mr.:Welch follow what is, in our'VieVf,~a:~ime-honored
tendency. ontnepart.or the CQmpt~oller (},eneral,in, his. e:xcessive·zeal.to pro~ct

the ,pUblic interest aOO interpret the will,of Congress, to;~e·pennywtse and pound
foolish. The real costs to' the Governmentfn 'termsyf'shodd-y :good'~",<;:osts'of
auministl"-iition; legal;expenses'andio~s' o( iJ,1<lenlni,ty ,'rights :whicli :arepart
and-parcel of patent infringing procurements, are -never dncludeddtr pAO calcula
tions. (But it is interesting to note that GAO w.a.:;l·able -to qeri~e the startling
proposition -that by payment of ord~narY'business"overhead:-in its procurements,
the Government somehow te rtnanclngcontractoc'e :privftte .researehprograws. 'Is
the Comptroller Ge-neral so naive that ·hefai1~I'to·appreciate that 'all p:rivatere~

search is ultimately charged off against goods sold, or d()€she believe that private
research funds are provided-by scinegenleorphllanthropistj") .

Mr. Welch. blithely's.kJps over the most .Important questi?n :o,f public policy
which the- Congress isbe~'ng asked to validate or refut.einWe legislation which
will be repol·te,cl,'Ol,lt. llY th~s'.~olllmitte~nalllelY;, sliall, we, C,?rit.l,nlle to support
the private, fre~ .enterprise. system.throtigh our pate1?-t.laws~;p~rti~ula:J:ly as
they encourage the establishment, .proliferation, and success or tnecreauvescran
business, or. shall. we retreat further Into state 8oc~alism :'V:her,e eyerY:.tb:ing either
belongsto the Goven:u:t1ent o:r:is~ffecti-Y~lY contrcued.bveoveniroene b1ireaucracy?
~he V~~y .issuance-?f the Co.mptrO;lle-r Gel1eral'sopjni,011; of ,9ct()b¢~6,,1958,

BL:..136916; interpreting t?~,pe,fei100,Pl'(}~.l1re:me-ntAetin, ,such, a W~.nnJ~f :3:8; to pro
hihit: :the,tlljjl1.prey,al~t proC~l1re,pi 'p~o:curiHg" patept~(Lftrtic~€tS. ,:9Y: negotillitiO'll,
s~rved to repeal, for practlcal,.purIlos,~"th~·auth01:·i~a"t;i,oil,-,OOnt[lf:h~.in :10: (J:,.~~O.
,2386 for the Government to purchaSe rights in patentt;.'>'.'.A~ai,p., .,~sln tJi'e
ease of" thY.Bepartm~:p.:t,'pf Defense witness, when Mr.: Welch'states' that the
patent~9Ide:r;~:,~·~glltS:;a,.~:e.,"m,;~s,ervedto a substantial if not complete extent by
rights to reasonable: compensation pr€:selrY£o.d in- seccton 1498 IOftitIe 28 United
States Code," he simply is not aware of the- inadequacy and unfairness of the
small buafnessman.hastngto.resort to this proceeding. We believe that a fail'
ap:prfLIS3:l'oftota:1'r,e:al.c(j<sts,·to. the Government would show that negotiated pro
curement of patented items rrom licensed sources wouldIn the JOI!-g run he cheaper
a,nd,lllore-,e(pIitaNe,to,a,ll.- partlee.concerned, ':is,.-,;1047,provide$ a mechanism. to.sac
complish this puJ,':P':),S~-,aI;L(l\,s,tilJ ,p:e:rmit purposeful. infrjngelllent by,.the .Govem
ment where ,tbeJ:~ i~.4n:3Ji.oIlal:~~+~nse.purpose.JorJlle.proeurementand supply
from licensed sources'isinad(:iciua~,~i~9f,~:n~;F~aJ?:,o;n:; . . - "

f)Tvn~:P~'p4&h).F?R:#[SB+,'J3~t~¥j~AJu{~8;'~ANI~ER~ ,
'w'e'have~asked,',D~.'13ark~v':s. ::Stl~d~~S;'Of ;~¢,;p~tellt~"rrra,d~nia~k~; .aiId:;C<iJ)Y~

right, Institute' o~;(teo~ge'Wash;ingtonUn,i-~~:rs.it!; wasfitngton, '::o~p::;, to',Ptepar,e
for us.e etudy of 'certa·inaspoots·6f 'patent"poliey',as'-they relate to small busio:ne8s;
We asked Dr. Sanders to do this for us because 'Y~,were.awareof the tremendous
background which he has acquired in this~·/area-'in·; 'connection: with':preVious
statistical and analytic studies of the patent system;
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Tlle :.conc!U1sio'nreach¢(l 'by'Dr,'.' :,Sander.sirl\I1e; enclosedstud:(whiChw'ere Of
particular ,interest to, us; -since th,e;v, support anddocument some of' our previous
statementsand, rec():t:nll1endations'to the. Oongre~s, are as follows:

(l):Thevalueofpat€mts-to indiyidual inventors arid small business is 'very
great; .

(~) ,A v~rylargeproporti()n:,(.5,<t60,percent) "of patents developed 'through
privat'e',effoli;Rlldinvestment is a.ctuaI1y usedfer-commercial purposes.

(3) The allegation that thereis,,Widespread suppression of patents'by corpora
trone has not been verified by documented studies; On the contrary, it appears
that unused patents are unused pr~ma.rily because'of, economic ,considerations.

(4) Patents are more intensely exploited. by' small business than by large.
(5) !ndividUliI,inventors and the small business sector continue to make a

slgnlficanc contri'butioR to the, advance or knowledge, invention,' andpateulting
ofJI1ventions~.:,,;,--:"'.,'".'' "",' ,>' ,.,. , ,','",' ',," ,

(6J, The quality of patents" applied :fqr: and issued, 'asuttested bv utntsatton,
isIncreasing; • ,..,' >""",>,{,.~",:,;,;., ··.i"",'" ".".::.,;

(7) Comparatively rew patentabie:i~vent.ion,sres.tilt fromQ.cfvernmeIlttC&' D,.
contracts, .

(f3)Inventions.haye .ltttle intrinsic ccmmcrctru. value in,:t:h~ hands. of. the,
Feaei'al:Govern:ment:"~ "","'.' ",',., ,,'--'" ,', ,'.--'._" "

(9) ,The, proportdon-of patents developed :withrE:eil~ral -R,& ,D.-, funds, put' to
cQlllmerci-al'l1se,,iS'll!W.:h §Ill!l1le:t;';:th@: for,'tJ19,se:"deve~oped wtth.iprlvate .tunds.
",{lO,) .Companlee 'engagedi1L;fe4~mqyfipanced:,R. .&.D,. .are usually not-those
with.the higheet sldlls dn 1;he,area,iof:d~v;eI9P,mentsought." "., ,,''':' , .. ,',;

(1;1)",Th~,Goveim,me.nt I~hol.ll.d;w,-aive' all Itecommerctal. rights- to' patentable: in
venrtons becausethis would.result-tn .more, commerctal :explottatdon of economi
cally,wortl1while)nv,entipD,s";;~'i.' (';.:'1 ii":;'>" e, >,,:,', ,J

:We,believe,that the-data ,pl'pvid,ed,'py, Dr. ,gander's study wdll be valuable. to 'the
com~itt~,.:beCl;uise:it, brtnga ,', together. ,Pi,ric;!}; of" the, available. statistical, data
regarding patent ,exploi,tat,ionhy ::b:llsirles;j3..

;N'~~'s~Ek ,'LlB6RAT6RI~s/t~(L;.
,... , ., ' ,. . -, .pe~atil;1'1:11l~; A',u,g~t?§;,'!9(j,$~'-,

SetmtorJoHN:L;.MoCLELrl-\N{ .. '.' "" ,':"". r" .. :' .,' ..". ..' .• , ,-
Cha'irman;,'Bu1Jcommitte.B':" of :,F:aten~8~ 'l'raa~'f!I'ark8t; €!'''!-a:. 'o.6piJriQh.~8,:· ":$enate

JuttkJia~~,'00'l1't~it~~e~.~en~~e'OjJi,c.e.lfuil~'!!l', w.~~l/,f~tlf?n,;D;(J-. " ':'.«" .t., .,:

DEAR'SE'NATOR: MCCLELLAN': :~~fu"J.'~:tlc~ ..is., :ril~q~jo :,~~rin~s" ~~ld :by:cY9Qr ,sllb~
committee onS. 789, ,8.1809, S.1899, and S. 2321:1.' " " - ' . ,

Aware or .heardngaseheduled :~! .y(}u~,co:l~~:IIl}~~~€!,f()r,A,~gu~t,17;1 had requested
an opportunity ofpresEmting a.statement at a later date' Inasmuch as it was
ph,ysically illl:p{}ssihle:i0rrr;t;.e tooe :~vanab~ero!1:th~:17th~:':In.a1etter·of,Augus't ,10,
'yo:ur.. chfe~ 'derk;', Mr. :E1teven' q.; !:gi;t.aser; gr3,~i~:usly,'sugg~sted>that':should-'I'~so
~esi~e "i1:; "\Vpil.l.d,~; acceptable"W .~1).blllit:,.a.:,statement .for, tncmston m.the-record;

- ~ ~ . ".

:'-:,',: ",',." ',:',,,<:,,<', "' -':":"';", "',' >:"'" :';'-""","',",: ,:,:,:,<:-.'::," ",:;.,-.->,:, ''--:'<,:,:'::''L,~

EXA-MPLES' OF GOVE;RN.¥~NT ,INFRINGEMENT,;.ACTIO:lJS: ,AG-AIN8T: SM:.<\LL'Bl1SINESS

we' ar~: ~ijbnlitti~g"as:au' -,att.abhn:l~Ilt ,'tSJ~)Js:l~~f~i' ,¥,!#6,ilipiiA'tib~'Of' complaints
whicll haYe,'pee*:c:assemb:~ed.}j;y,our-essoctatton, ,to .pr.es~nt,4raIDaticaUy exact
fact' situations ,covering GoverILment actions eomplatned of -by~aU business. ,I
am :asl~jng the' committee to delete the names 01 the complainants and other
corporations 'referr~, ,,' to in the -' complaints" fora number of reasons~fear, of
reprisal, 'P~ndency or Iltigatton.jetc. We feelchat these reported incidents which
represent pn~y, a handful of the numero,u,s :complaints which we: continue to
receive should ~~~ir the committee to take fippropriate fiction toIncorporate some
relief similar to :S.1047 'in'.whatever legislation it reports to theCongress..1

In conclusion, W~.,WiS]l to .express .our appreciation for the opportunity to
p~es~nt these, ,additi(l!~al..~,oIllments, to thecommtttee,

Yerytruly,yop1)S; .. ' '. '.",:"C':.",:
-' ' . -' "-,_""":.HEN,~~,,-1i.':C.A!,,PELLO,, ,C",' :):'

. , ': f!9'!f8ul,tant,,?Jf::fate.n~ Polj,fJV: .



GOVERNMENT.• PATENT POLICY 729

'C. J.OAvAmTo, _ .
Director. of Research.

Toward this .end, I have prepared .a written statementwhich I .would like to
respectfully subrnlt for consideration by yoursubcommittee .for inclusion as part
of the record-pertaining to hearings on these btfls. 'I'he statement Ie submitted
in duplicate and I trust that dt is in proper form forc:onsideration by your sub-
committee. ' .

Respectfully yours,

STATEMENT OFpR. ,OHE;STER 'J" :OJ\.VALLITO" DI:RECTO;R" OF ,RESEA:aCH, _NEISLE.R
, _LABO~'J:'ORIES, _INC.

My name is Cheser J. Cavallito ';1 am currently dtrectcr of fesearch, Neisler
Laboratories, Inc., Decatur, Ill. Until a few mp,nths ago,ourcompanyoperated
as an Independent concern inthe Pllarmaceuticalimlustry. Weare now a sub
,sidiary of Union Carbide 'Corp. ,Throughout the period of almost 15 years that
I ,have been with thecompany.iwehave been engagedIn creatingund marketing
new drugs. '.. ,< ,

My personal qualifications are set 'forth In appendtx A to this statement.
The above bills relate toth~~'+it~llY important subject-of rights to in:"entions

made in connection with Governrpent~fil:lanced,research: I do 'not propose to
discuss the provisions 'of the bills.-'Rath~r,"Iwould Iike tc present- to you' some
of the facts relating to research in' the field of 'new druga.cbased on',soDle25
years of expertence In 'thls fleld.: ,The~e,facts; I belelve.rshow beyond question
that the public ,intere~t is 'jeopardized by any legislation that would ( 1) impair
the full ,and complete interchange: .of information andc cooperatton between
academic and institutional scientists .and industry 'research personnel or (2)
remove the 'patent 'Ineenttvetn connection with the research and marlcetfng of
any llew chemicals having possibledrug 'utility; But before detailing these facts,
let me discuss my general observations in more detail: " ,.-'

As I understand the situation, it is agre~d by. all ,concerned ,that' the, results
of Government-financed researchsh0u,ld be made available' to the public, to the
maximum ,possible: .extent. , The' only question is 'how this -can best, be accom
pltshed. Some' have taken' the' positio~,'that 'where the Government pays.tfor
some part or all of the activity leading ,to an .tnventton, -there ~s some form of
giveaway if the contractor (OF~ indeed, ansprtvateenterpnsejus given owner
ship of the patent rights; , One fallacy of this, approachliesill~he':assumption
that the contractor (or other private'enterprise),acquires some' sort of presently
extstfng and commercially 'valuable right in a,new product." At Ieastfn the drug
Industry this is not so. There may, indeed; be some patent rights, or prospect of
patent rights in a product thatshows some promtae 'of drug application and
some Indication that it might survive the long period' of development and market
ing 'before, any return on investment is made; But there isalIllostnever,'if
ever, a "drug invention made' during the course -orGovernment-nnanced research
that is carried to the point of commercial practicality at Government expense.

This is not due to any inadequacy'of individuals engaged in Oovemment-.
financed research. My experlence-e-and I. believe the experience of others who
have observed the acttvtts-c-Is that the personnel involved do their best to give
the Government full value for. its money under the conditions they face. The
missing ingredient is one that the Government never has supplied in the past
and I do. not believe can suP-Ply in the future. 'I'hts is the spirit of enterprfse.
Unless there is a' strong incentive to take risks nobody will do so. And without
the risk taking, drugs •. cannot reach the point of practical. application. Indeed,
the risk taktng a-equlred in. the drug Industry Is probably greater than ,tl::lat of
any other substantial Industry. .

Where Governmentpatent,o-wnership is not involved, our patent system is a
vital factor in attracting risk .effort inthe development of new drugs, and thereby
improving our health.. It also .makes possible the publication of research findings
and the interchange of .sclentlfle knowledge that vastly Increasea the rate of 'our
scientific progress. 'The U.S.,patent system is particularly strong. WithQut it,
it is highly .unllkely that the Llnlted Btateawould have' developed the .wQr-ld's
strongest and most productive .pharmaceutical. .industry. Of some 587. new
single chemical drug entities thatbecamemarketed drugs between 1941,~ndl963,

355 originated in the United 'States. TJ.'S. nrms accounted ,fqr 321 Q,f ,~e:s~.
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r.rhis 'tec?rd" I. '~hl s\lre;',reflectsfHe:fact ,th~f~FcorH~ernin the'l:L~. :drug:iridustry
ha,s, a' very strong'in~e~'~iv~throug;:tLth~'p'atent-system~to,n1~ke' the successive
risk '.investm~nt~,'~~<luir~11 to bring 'a, drug to the point 'of practical -application
and usefulness'tcmanjdiid. ' ,. .

To the extent the patent system does not 'apply as to a particularodrugr this
incentive is lost. Where the consequence Of Govemment-fmanced-research is a
curtailm~nt'ofa'VtLila'lHe patent rights, the effectof the patent 'system as a stimulus
to these risk investments is reduced, or even lost entirely. The sph-lt of enter
prlseta no lOllg;erJullyeff'ec;,t~v~, as to such drugs. ,'Their potential may never be
realized because of lack ofincen~ivet9.:pe~fect,and market them.

The patent system can be rendered"ine'fl'ective as to a drug by Government
owned patent rights tha.t. EiresilllPly thrown op.en :~or ,usehy anyone. ,It can also
be rendered ,ip-e"ffective",by,prell1~turepublicatdon 'di~clsoure o~, the "chemicals,
which curtails.avaflable patent ;rights -. :"': •. , "C:",: ;''''.''" ", ",,',:, '"'.,, ,',' : ,,' ,,~', .'

The history .or drug developmentssupjiorta.a c()l~clysiolLt1:latjtis'ilece~Sary-;
as a practlcal.matter-c-tohave .the etrongestposstble patent rights for newdrugs.
Any Government activity that curtails such rights may result in p()-t,eIltially
Importantdrugs Felllaining unexplored.and,nev:e:r. carrdedto the point of.pract~cal
utilization,.for:~!ie benefit of rn3;'n]{incl':'JJhe~,p61isY of, the Government as to
Government-financed research: actiylt~;.,way,'~urtai1 possible patent rlghts -by
impinging upon the new dmg.development.actljdttes of a pharmaceutical concern
at 'any oneof manypolnta.In the)oilgrottcl froin an.idea to a perfected, marketed,
drug. }nessentiallY.ftllpracUcal,cases"the extent of the Government Investment
in the parttcular product is small-c-especlally in .relation to the Inventment re
.qulred of the pharmaceutical company in .rurther research and marketing of the
drug. To show why, this ,is ,so/1 devotethe next portion: of this statement to a
general description of the 'steps requtredto carry a drug to .the point of,prac~cal
benefit. to mankmd; with emphasison the risk decisionathat must be made land
on the occasions where Government-financed research acttvltres mav be Involved.

The elementsof.Ylsk, the decision~ .th,atmus1; .be made, and, the pal·ticular
eapabtltty of .aoustnessenterpnse operatingunder .Incentives .to make .thedecl
elena and thereby-take the·,risks,,;is bestbro:ughtqut by tracing-the history of a
drug to thepolnt ut whtch ftds availfibleto- the, public. 'In-so doing, I shall
bring outbeth the work-and contrlbuticn of the employed personnel of the busi
ness concerIl and the workand contribution of academic personnel who frequently
play an .Imoortaut role .tn the. overall sequence of events. '.' "Within the .ltmtte of
~~is;;state;ment,it,is.,not. possible. to. dO.;lllol·e tnnn.srate.tn .general terms .fhe
various procedures and .. steps. ill'; making,.a, drug. available. for. practical, .use. in
medica.Lpractlce.v But the sequence .. set forth is, present in;.. nearly every.case,
includingpartic1l1arly. the steps .rrom idea. to invention .;to,commercial product.
It shouldbe 'added that it takes .more.than an-idea to-make- an tnventton.; it takes
1l10re.,tl1an .an- frivention.to makea product : .and. it: tflkes .more than, a product
to make adrugcomjnerclally available whem it can be usedbymankfnd.

MA;KING: c·"'HE., ~~XEN~I,o:N"

'I'li~tlr~'t:,~teI);in:the'l-ong',rO&cl'o to':a' n~W· diug···O'f.'~se :to-'i~ankfnd" is 'til~: .tnven
tlon.. For amew synthetic drug (tha!tis,n:~'chemicalcompound userutaaa
drug) .the work .b~gins .with. the- idea .. or concept or the new chemical structure
or '!shuc1;ures',rfoUom::ed by devising a. way -,of~'[tldng themi. For a new' drug
derived ,from, a J;lat~ral source, the work' beglns ~rlth rheIdea oreoncept that
some naturulplant {)l'a~:LiJrulI mat~l'ialmay, contaln,'a material useful as a drug,
followed 'by devising a way of testilIg~Isolatillg, :determining the structure and
possibly synthesizing the active substance or substa.nces., Under today's coridt
.tionS,)I:l~se.steps are-be.c'qming Increasingly lll()r~' diffict;llt. and' require-much
more visi'O'll .and. ingenuity;., than .. nl'IlY .. 1llJ'peari';for. the' less. difficult and more
readily appar-ent drug leads neve been .pursuEl~·hy'.6t:hersjnth~ past.

In. thecase of a chemist 'ina pharmilceutical company '1~t1bo,ratory, he is usually
using ,his '8ei~mtific knowledge and experfence intuitively conceiving' or visual
'izin~ .new .chem-icals with a .hoped-fo+Jspecific,biologi:c-a1 property of, potential
value 'in medtctne. "Havmg so:visu'.ali~ed the chemical (\yhich may he a new
sJ:nthetic ::cl1emiqal.compound. or some derivative of natural plant .. 01' animal
materiaJ) ,,:he.'jJ).en proceeds to devise ways to make tt. .. '.. ;. , ..' .' ,.. ." :

In the' 'Case' o"f an academic scientist, possible 'net\' (frugs (iwhetl1er new· syh
thetiechem'icalcoll1-p'ounds or derivatives of natural plant or animal materials)
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~r~'.eoncehre!i.:rpl;edonlin*ritlY ill'.the-Interest or-advanctng scientific, knowledge
or 'a- 'part; :of' a' t~itchin~ 'program, " The 'academic scieni;istc may '01' maynet be
in.terested tn:the:'potentful'NolqgiC<il properties ofthe substance.. '~any academic
chemists, for -example,' a~e tata'llY'U!lintere'sted':il1 such: ,properties'.·' .• All, academic
chemist in 'iJ~eChemistrYd.epartrnentoi'a',~l{n~g-e of, pb.'armacY,ho.wever, is,
usuafly interes~~liiJ:ibi,o'logic~t':properties'.,.,,:111' thecase 'Of, a~:~cit~emic bi(}logi:st~

..8uch1J'roper;ties-a~eo.fntaj.orint,erest: .: """ "'.',,' ,,'."', ., " ,.,1\
But ,whethertne Interest' 'fs 0flly, one of.che1U'istry,' or is also a ll1atter"of

PO.S..•S.•i.bi.e•.. b.'.•O..I.o.g.iC.•.al.....•.. pr•..o..• pe•..1..•t.. '•...c..s..• ' -nh•• e p••~.o..duct..••en.V.i'Sion.•e.d...•m~..St .• b.o.•.• Iffi.a•. d.e., ..• I.n .. t.b ".,..
casaofsomepossrbledruge, such-asthose trr the sulfa-drug' group, this may nov
present great difficulties.. In mecaseor other drugs', such' a's some sterotda'andl
antdbiotdcs,' it ,may 'Ibeexceed'ingly difficult to make the' product.v Tn-many in-' ,
stances an academic scientist' is at -this pointeompel'led to ,obtain the' help of;
()~p.er~.', E;'reqlle;ritlY ',~n:cp: .p:,elp ..'is .• {~~t,;:r~ned, .wtthout .' costfrom. 'a' pharmaceutical
concern' having "experienced p-ersonnel'andfacHitiesfor condu'cting,unu\sua~

cheDlical processes. . . .' . '.. ..', "".'
After the product has ib:eenmade,itisstill necesary to dema;nstrate biological

activity 'before there is a drug ilivention. Tl:Lis procedure is l1sti~llyearried out
ql.l0te,differentlyin the. laboratories 'of ,apharmaceuti~al'c6pc.ern thlm)n. the
case of aprcduct orlglnatlng in the work or.an academic scientlet-.', In'the.labora
tory. df' a phamiaceutdcal ,eo'll1panY,.the chemlcels having potential drug activity
are distributed. to 'scientific specialists . such as physiologists, .pharmacologists,
btochemlste, .endocrlnologfsts,' mierobiologtsts, immunologists, .or others having
-the skills -and facilities to deterlll:ille,the presence of ibiologic~Jactivity. These
scientists conduct tests in the, Iaboratory .on ,experimelltal'llnimalsor living
systellls,using, test-methods .in which the. performance.of known."drugs is rcccg
nize:d~."They also)ook:fo:r any novel 01' unusuat respcu:ise:>tJhat mtght. suggest a
new ,orullpredi'cted biological. effect and'Po'ssiJb1e application of the chemical.
An.Important part of the 'work O:f these sctenttsts isdevising. new testing proced
u'l'~s capable of detecttng btoioglcal actlvttles not.:pre:violIsl,y, subdectto test. or of
improved responsiveness and reliability as' to biological' activities covered,.by
previously avaflable ,tests., > : : ' . . '. ", ' ..: . '. .' . "; :

In the case ofan academic sqie:Iltist, biological .testtng fs necessary tomake' ~
anew .drug 'Invention just as inth~ case of. the. company scientist. However,
in many inst.anc~s an.aeU.d..emic ch..,~mi.st is notint.eres.ted, or-only .. mildly. in.te.re.st-\
ed, In biologtcal-jiroperttes. .In such tnstance he will cooperate with a pharma-]
ceUtic.alco.ncern ..in.....t.er.~st~¢l. i.n.te.st.ip-g.the producte. Iie Jias mad.e.',. but will dOlI' I
nothing more to bring: such jes~ing__ abQut.Where the academic scientist is
decidedly, it't~l:ested iJ,i.biological prqp+rties, he may ha vc facilities, available ,to \ \
:r:u,::.tl~e .such tests'"in..whi,ch.,evert.,they ...are l~kely.to ,be'.. ~arried 0ttt;, ..More, fre- \ i
quen,ily, however; he either has,ilO::fAci~it~es,.ror this 'p'u.n0s~.().r.I~E:'lleeds:mo~e \ \
elaborate facilities than are.av..a.i.l.ab...I". at'the.l.·nstitution: In' this Instance the \\
academic scientist must agatntum tothe Iabcratortes of a pharmaceutical con- ~
cern. ' ' '

At this stage-c-maklng the JnYfJ:n,tion~GovernmeJ;lt.p,oUey has a great.Influence
on the extent products.o~:po~sip:leb-iologicalRctivity.aretested by .pharmaceutlcaj
concerns.Usually the.academlc-sclentist who.vtsualtzes and makes: the chemical
compound. (or other product), is,-,working,on,;sollJ,e Government-fi.llallcedresear~h,
This may,be, the. -vel:y research ,tha(led jo. the.maktng of .the compound or. other
product..· Under-present .provtstons .iu many research .contractsztheGovemment
i~·believed to have.full patent.rights to such pJ;od~c;-t!3".regardless:,of,the contrtbu
tion 0:1:.. a pharmacelltical,c;-oncerIl:ill.actu,ally testing... "Tllis has .. forced pharma
ceutical concerns in most:iIli;lttl.nces to.refuse to eOlJ,ductsuchtests~for the' only
value of S'!1chtests to the ,.concern i~ ,in leading, ta:R.drug,wJ;lich ca;n'be ,marketed
unl1er patent protection,th,at;willprotect the nec.essary investment. ,It is, essen
tial"thereforE),:to have.. Ejo:p:te way to, provide i'.easonabl.e patent rights, to the
pharmaceutical concern if the potential value of,the 'pr9~ucts,madeby the'aca
demic scientists is to be realized in. term,s of drugs a:vaila1)I~,fo'r use.

!t should benotedtha,t ~nthis instf!.llCe there,·is :no:question of giving some~
tbll1g away,·to .a, G()ve,l'nment,con,tractorwbo,a:lready, re:ceives ,compensation for
services. Thl3pharmaceuticll,lconcernrec,eives no' ;compensation f.rom the Gov
ernment iUl1ny :vent.lntll,e pa8:t,t.he conc,erlls ha'Ye~entered illt.o patent agree
me:n!s.u?-der .Whl~h, the'c09:cern. obtfiins some exclusive. J;ights, sufIicieIlt to, jllstify
the .1llItlal. blOlogLc"al ,testIng a,1l4 further,druK:cleveloPI1lent.~ndrnarketinO' ;ex
pellse ... If academic s~ient~sts ·(9rt.heirjIlstit,utionSJ::\\,orll:,ing :undel'. ;G;o-ve.l'p-~,ep.-t
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contracts-are-permitted toretatn sufficient rights to-enable them to, grant some
exclusive rights to pharmaceutical concerns, this practice can continue. Other
wise, there 'is every indication that.it will soon come to a-complete halt.

I, understand. from discussions with lawyers ,that a pharmaceutical invention
is regarded as "conceived" when the chemical is visualize-dand its probable ac
tivity identified.! also understand, however, that in some' instances the "con
ception" is not complete until activity is demonstrated-c-but _that under these
circumstances the.eonceptlon may.not be, that of the-person: making .the. biological
tests, but rather may be considered to be that of the person who visualized the
product and its probable' activity, that is later demonstrated to exist-. Since an
in'Vention is regarded as "made" under a Government contract when "conceived:'
during the .performance of the contract, it is my understanding that where an
academic scientist visualizes and makes a product while under such contract,
the invention is l~kely to be the proper~y of the, Government even if a phar:r;na~

ceutical concern invests far more than the Government in biological tests" and
other activities. .

If :tI1e .btologtcal. testing.t)f one, or more products ehowe.some nromtseot use
ful biological properties,'.it is necessary to. undertake very substantiaf additlonal
research before a product that may he even tested on humans ~s obt:ain~d.

Tllis activity entails some verylmportant,andrisky decisions. The first d~ci~

sion is that of identifyiilg the f:uuily of, chemicals that should be ~ade and
tested to .he sure, that uhe chemical having .the' greatest desirable activity
and the least undesirable aettvity is found. This is not. R. simple task.. End
less variati?ns, In' cliemlcal structure .are usually possil{l~~,""'Askill~dscientist
maY be .. a'}}le· t,oidentifY. t,he structural .components of Jhe chemical ,that con
,tribute to the"activity and suggest the ch'emicalvariations that c':tn most
productivelyb:e explored.. More typically, it is:,necessaryforthe.·chemist.and
the 'hlolcgical scientist. to work .. in close liaison. in preliminary tests directed
to identificati-on of. the biological .. effects resulting from variation of. parts of
the molecule. In anY,case, an extremely difficult decision must be made-fn
determining just what ,products should be prepared and 'subje-cted to biological
tests.. : : .::., .'.:,::"'. ":: .. :" ,: ,

T,his declslonal process is part, of. the new .d,~pg: development-procedurea 'that
a pharmaceutical concern. is. designed, to follow. It ,!:S: particularly. suitable for
it ousmesa concern spurred on by the 'prospect of at:t'impQrtaIlt new drug that
can be market-ed under patent :rights.. If the .testirig of related products stops
short of testing the optimum product" the resultant drug' will' not be the best
'possible... But if the. testing goes beyond .the point of diminishing returns.
investment is needlessly increased and availability of the drug to the public is
needlessly delayed. Deci.sionsof this sort. are best, made in the. environment
of' a competitive enterprise where wise decisionmaking results in profits and
unwise declslonmaktng may be economically.fatal.

. .' ..

MAKING THE' PRODUCT

','"rJ.1l1e'fli-'st step Inma~ing'aproduct from tnetnveutton.fs to select the com
pOlIndfrom a:qlOng. those tested whic~see~s',t9,ju:stifyfurther development.
Among .factors, 'influencing a selection .at, this "point ,are: 'chemical considera
tlons-c-such as difficulty .and cost 0tsyntllesis,on .a 'larger' scale, stability, phys
ical form of the chemical, specifications, 'etc.c btologtcal eonstderations-c-euch as
spectrum of biological activities; -aosorpnon;' anticipated difficulties from toxlc

'itY,or .metabolic 'disp()sition,;'pharinaceutical, ,con,sideratons'-4mch as rormu
"Iatdon.pro'blems,that,mtght, arise incon'Vertingrfhe 'raw generic substance from
the chemist'slbOrft~eto' astable,reprodudble, functional' pharmaceutical dosage
form. It readtlycanbe seen that the potetrttal sources of difficulty are numerous
and multidisciplinary; If a poor . selection' is made,' this will· be an expensive
error iIi·:.judgmentbe~ausea~l of the work 'would need to be. repeated if another
compound later, had to'}}e; chosen.

After a ne.wch'emicaJis tentatively 'selected for further evaluati-on',' it is
"put 'through. the. paces'. of' additional safe:ty·.testing in anjmats 'and eilleidation of
-a :more"completebiologicalprofile. This, if a, new compound were 'turned up
as warranting interest 'because of Ite ablltty to lower blood pressure in animals,
prior to its first .eva]uationin, mali it' would' 'be :'n~essary to determine wh~t
o~herthings th~,chemi~al'might,"doin'awide"varietyof biological 'test systems

. alld to conduct additional preliminary, :safetJ,' and toxi~ity. tests. At this
oue is still a long way -from knowing whether hta-new-chemical is a



GOVERNMENT PATENT POLICY' 7aa
If the a;eute animal tests show no", jimltfn'g unclesira~le'm,allifestations, sup~
acute toxlcicytests in anttnala are condu~ted}Qrabout3.illonths.' If the com
pound _passes this safety, t,est~ .then one can c,onsider 'Very, careful, preliminary, .
"dose-range" explorations in 3, jjmttednumberof human VQl:unteers.,

T4e declsdon _to conduct enough laboratorytests to prepare a compound -for
preliminary evaluation In man Involves the assumption of considerable declston
making risk tn commjtmentor resources. :F:u-rthermor,~; the decision as to how
much,animal work. to conduct prior to. pl.'elimina.ry¢Y~luation in _man is a
w~.ighty responsibility ,for..theres~f!.:~ch! .and general ,ppal'lIl3,.Ceutical ,manag;e~

nient. _ . _. . _ ' ... '. ,.'.'."......
A-dditionaHy, the.Foodand ..Drug, Administration .requtres .tnat.an investiga

tional new .drug application be filed with them prior to the institution of any
ev~~uation of an experimental drug in. man. The .basic responsibility 'and the
ris:ksi;nh~rent to this atepneverthelesa reet. as they should.jsquarely upon the
pharmaceutical company or submitter of such a new dr-ug."

-The first and preliminary evaluation in man involves studies which often' do
not tell us whether the new,chemical.is. .active in influencing the disease for
which it is o~ possible interest. Rather, the early investigations are designed
to guide subsequentstudtee from the view of ):lOW muchof the potential new drug
substance can be safely administered .to man without inducing limiting, unde
sirable" side eeccce.. These preliIllinary tests generally ~re; referred to as
humanvdose-range" studies. These are conducted in human'volunteers and by at
least two Independent, clinical:inve,s;tigator groups. .If the Hew chemical shows
undesirable features at this stage, it is dropped from further' consideration.
As one can see, an appreciable investment has alreadyibeen m3;'~ein,e,oming

to this point of no further pureutt. If"on the other hand, .the ~ompounddoes not
show .undesirable characterfsttcte..It .yet remains to be qe:tn0nstrate,d that it is
effective for the disease condttlon-toJie treated'lVIa!!Y",Jus-torsnow enterJnto
the design of stepsbeyond this point. ;,'., .. : ",";.~.,,"':"" :

If a drug potentially will, be used.us-therapy roru cjiroutcdtsease, it will be
administered "for, prolonged·periodsof,pme; In the,se,installces. one must
begin even more extensive, ·expensive,'a,ucl time-consullling, .. long-range animal
toxicity studies to determine. the, safe d{)s~,rangeof the experimental drug prtor
to its administration for a significant period of time, to humans with. the disease,
His self-evtdent.cthat.ca ..drug .for treatment of. an acute .condttdon such as
prieumonla.cwhlch "f0uld. requtre admlntstratdon .or the drug for. a Iimtted perfod
of time, poses a-dlfferenf ldnd of safety problem than one for treating diab~,t~::l'
for example, which requires a day in and day out medication for the remainder
of .the patient's, life. The :decision,J0proceed to long~range toxic-ity studies'. tn
volves Sigplficttnt.ca:lculated,risk In-the investment of resources. , The decision
to pursue clinical testing beyond the initi~Ldose.J·an,:ge.studles commits, the
company to possible expenditure of very' sizable sums of money over ,several
years": .time. The:; c:ompany, .expendipures .', roe. .. c,linica).'.studtes .. involve, •. net ..Just
Intemal.. costs, such-as. maintenance .or .a. .. medtcal.cdepat-tment, p,reparation.,·()f
cltnical-suppltes, etc., but flnanelal. support.dor-extemat studies by cllntcal in~,.
vestlgators, 'I'hese external clinlcalcccstednclude graJ:ltl;lupports.to. the-. in~.·

stftutions. where .studtes are-to .be conducted .and. reimbursements- for the large
numbers ..' of often. expensive .cljnical lab-aratory: tests ..used .to monttor-. the'
effects'. of. thecdrug :on"the.·:,:ol~teer.patferit.. Investtgatora ,:of:.htgh ·...caliber:
sought to conduct.cltntcal studies .of t~is.kind"alsQ; may,be: carrying von other
research programs.for whtoh.some fiHancia,l, supPQrt.lllay. nave come.grom. p:hi~
anthroplc sources, or, rrcm.Ioeal,. 'st~te, or·,Fed~ral.,agencies'.'.'.Total .. isolation"
or: segr-egation. oreverv.aspect.or everv projects .by.all Investigator on. the. baets •
of. Source of runds Is virtually, .tmooseible-. It. would cut.O:~,lrom, the. industry,'
the services of many leadillg;c:l~;ni.caLinYe~tigtttors:,.i:f the ,proprietaryp()sitioh
in .the company's drug were, to beusurped. by the GOY~l.":Ilmentwhenever uny part
o~: :,tpg; rtnyestigatqr:/:l or,iIl~t~,tU:f(~9n~s,.support,: o.f:-. 3: .. ,d;}lg, ,study; wereussoclated
with:Fl?deralfunds.- -",:. ',::,<,', :;';,,' ',,";, '..':' .: .".,.,

,·fIer.e, the policy, respecting :QPY~rnw~nt~fiD,anc~d research by, ~ca<lemlc::solen
tistsagain implngea 0;11 tl1~';- develQPlllent ,aD;dmarke~irigof"neW4rugs:,The.
pharmaceuttcal cOD,ce;rn.m~st:be:abJ~: to use the_f.a(;ilitieSi of:the,.,~ademicclinicaJ
tnvestlgator.. It .cannct-do .. s()<if·,the ,co~rienc;e.ofusirig,tllese,is ... to 'lose, the
patent;rights:that;are .. ~;sentia,l tQ::m~trketing of, the, proposed,nf!yr!{lru,~.:,;·W'hi~e,
I ,do, ,:Ilot-,believe.. tb;at7aside.. :f~I}lll,; ~~cepti()nal.,cases---':ally" .pres,en:t ;pracUcel"e.~
lating .. to"Go:vernmerit-financedr :research ,co':Q,tractSi threatens, the pharmaceutical

' .. " ...-.. _;. .'.' ,'-., .......,. , , , ".'.,. ".;.; ,., "" ,,' '''.c'.'... .. '. .> \ .. '.' J •.-..' " " co, '" ,,; .... ,: .'.'."." "< " ;.. ; ..: •., .". :.;.;"''':') i'



734 G9VERJ:'[MI'J'lT PATEN~~?LICY

c0:9S~l'n,)p ,p~~~: l'-l(s,pe<;,t" ,!l:]~}~, :cpptiI).,l,la,t,tqp. ,p~ _tp~",;recent, trepq,_ .tow:a,rd, ev~r..,
il1P~ea~~d <?:bver¥Jll~l1t 91~irl"ofdgh,ts _l:Ilay weH,d9, s/)~:, 'If, ,thiS:,obcJirs .trie 'con
sequences. w'illbed,isa'st1:()lis.:ti) J:leW drug' deY:eio:pnlen~an.dlllai''1ieting. ",' :
. After collecting 'considet'ab1f anloUn~sof ;du:t'af~(Hllanip'ialsaIl~:frOD1_l1U:niaD.

clinical,work with a _ne~ exPerimental ,_,ql'U~' 'ol1e:lJ.~mtiiy_has n,rl accumulation
of ,encollraging and disc()ul"aging i'Ilforinat~o,Il_:wllich reQl1ires:eyll.luation, *,1:lere
is no such, thing as .an i4:eal dr:ug" No dl,'1lg}s ,withqll(so~,e"li>hortconii:llJ~~S'or'
Iimftatdons, _Yet, ifwe_,ltretobe,_,pr~ct~cal-,aIl,(l make__ etep-by-step udvanceefn
medical therapy, ,we-must make' realist~e~9J:l1promises'with .the ideal' and 'in'
light of the best medical judgment determlrie whether the evaluated -data froAl;'
a ne,w,d.rng, shows; sufflclent a:dv8;ntages" tooutweign ,,' its :,1imft~tions:,and ,jUJstify';'
its use, In,'treatment of a disease,':, ,'l.'he,comp3;IlY, maneeementonce again must
make.a high-riskdedsion. Do the-overall eha:f3:cteJ:i~tics,of the investigational
drug merit its marketIntroduction aa a pro~uct.?. Eirrors -in judgment escalate
in costliness as a drug development program move's closer to the product stllg~~

A new drug. application fired with the Food and,l)}.'ugAdministrlltion may require
several ,years to clear. ,During this time, tl1e,c()Jnpan:V:,has~eonsiderable money
spent Whichearns no income and inpractice, usually continues,to spend money
on additional studies. ,Finally, that rare day may dawn,for a, pharmaceutical
company on which it receives' approval of its new drug application. To reach
this point, an average of 5,000 compoundswert:r,prepal'e~, studied, and discarded
by the industry berore the one, became an, .aceeptable, marketable product. '

'CONriUCT:rNG -"J..: ,'PlrAR},O;;,bEUriC.~L: "Bhs~NESS

:Havi,ng'~a#'~ prbduct:ts:aiiexcit;in'g's}f:llation: :for-'any ,company, , This is
particularly' true' iv: the'pharIllaceutical industry, "Having a product, however,
dO~R notguarri.ntee~~l,lt"it,will' fOrm the .basls ,ot: a profitable business". ,The
company may be compelled to make' a major ,investment ina new factory In
stallation. to. manuJ:ac~ure .. the -drug ... substance, .:Pharmace:utical.production
facilities may need. to be,' designed '0,1' added' ~()r manufact1ure':of the' product.
Qualitycon.tl'(jl,packagiIlg", distributi(jn'; an(l:~arketii1g,efforts are required;
'These costs are' pfirticularly hig~ clu~ing the early 'periods' of new product
introduction~ .T~ these .costs and.jirobjems one lI).ust.add the. ever-present posai
bility the drug just won't be: a ~arket:su~cessforany of several reasons.
Furthermore, ina highly competitive' in,dustry,whoknowshow soon and from
what direction a new 'product will appear" which overnight .wtll make yours
obsoWt~? '

sT~~s"Iij-"'I'':EIE 'DEY];L(H;1>{ENT 'AND~f~RKIPTirr bF' A~E';v,DR-UG'FioM' 'rijE:'~ORi1:,AL
LIMIT OF" GOVERN}.,r:mNT~FINANCED ACTrv~TY IN MAKING COMPOUND ,WITH SOME
ACTIVITy, TO FmSTMONETARY RE'l'URN

; ,'," ':,':",',--, .,'
, , ,,', ,', , ,

;:The-re'ate; {tif:C011rS~...'encl'less'Y~,~HltiOnS' ill: the, 'sequence' 'of reteps Ieadmgrto en
marketalHe'uew ,~rug· .General .illcliclltion~ 'of'\V'hrut 'takes 'place' mesnecertne
le~s be:'helpful. t~ your,c6~mit~.'in .visuapzlng,' :wJ,1at.occurs"~',have: accord
iIlgly ,'atqlched hereto aJl~lltlirie' of',steip,s.'iIi 'the ,development'laLr1d:ma-rketing' 'Of
a' new" etrug~", ,The {)~tlineexte,nds.,' 0]lly'frol1l ,the 'point ae wmcnacuemicet .Ia
fOHnd' tonave an iIltei-esting" biological 'activitr :to '-th!e, time' of, first ,sale of'the
drug ,tihat' ul~~telY, ,resll1ts:, ',']]Ie tQta:l.~lapse~; ~iine' ,could:r~,nge,froin' 4, to- &
Y,ear~. ,The" t()tal,-iIl~estID,e~~collldfan,in' the',rah~e,'of, 'frOnl:' Jl;bCHlt $2 ,th- $12
mjlllfon.: ,'These, arc'.pof flPs,olut~'limIts, 'lJ:llt, dP're.p~es~:tlt ,'the' ranges usually
encountere'd, tOday~ 'A~ 'Of~i~,inv;es.tJllentlllilSt,~e,mad~ori'3;,.1'lp'ther'-risk, baels
intl:ie, light ()~ thechal;LC~;thilta ~ompet~tqr"villmtlrl{et'arieq'%l;'o~'be~;,drug
dUring,thjfl (lev~l)?,pmelltal'p~:t;i6Cl ,~.r,shO:li:l~;' tlj.er~afte-r; 'Th~ ,'pJiarm'3.:ceutical
cOllcerilIDllS''tlui.ye patent rights'toj,ust:i~tl:ii:S'in~e~tp:lent.," , ,', " ',,' i'

'rh,eG:(Ivermn~n:tinyest#e<n't inapptYlltia~ ,c~~e~, cl,rllg rar~ly:ext€lnds bevond
the polnt wherett has been 'madeby an'aca'demi-c"sCientist an,,+,' some, ?iol?~ca+
activity :sh<?'~Vll.t~ eJtist ,,<tl,d,~mP:tl,~,t;r,tlti()ll, tP!t,t,~\,)~,a,ltr?c~u:rs,.in ':tlie labQfat()r;es:
of .a, rfu.~,rDlaceuti~al'c'611c~,to \V1l6ttl"t;J]};~;cpmpo'uild' :hlis~n ,given for t1ii~
Pllrpos,e)',', If: ~e, II1,,utter' is: (irop'pe,cl'at tpis "ppiitt;'t~~l'~,~i~ .~,o,51rug",s1.1itable:f0l-"
ID3:rk,e.ti,ng, ,. U',~ll'e,llWltte( is .PlIrsued',,:a,s. iullstr#eli "in th~, ~utline, -milli(}ll,S'()f
d()lIars .IDUst':he, i,llvest®before','there .is_lllly ;J:etriJ;~" ~ueh:.iiiv,estment __ c~,l1,uo:t'
be:,jtl:siiij~Cl,"vi1;li()lItP,[trent rights;; /Tpe,-initill( gOYl?J:timent '~p-ve-s-tment in the
IDllldng.·'of'tq~corrrpo~nd~perha.ps. on1:V· $1(i,699''-: :~~,~l:ll QutWeighe(i BY~~he' 'i~~_
vesbntmtof· the pharmaceutical concern:' . It"f011i::rws 'thlit' Government' policy
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should be, baSed,;O'rl' lea.vi~-gto. the ,S.O:l1t~tOl" in such instance sufficient patent
rigl1~s'.to::'.~4ble·itto:.,gral1~,rights'to' the-'pharmaceuticalcol1cern adequate to
support Investment -nMessary .to ,bring the, .:Prod~ct to .. the P?int ..o,f. \j,141i2Jatip:n, to,
the benefit of mankind. ..,' ";' . . . ,

One product having', some pharmaceutical activtty.tasitested- ill blcloglcal'
laboratory. (For every such compound;' :piha,rmaceutical'concerns,malreandtest
many compounds. Where an, academicvscteutdst'-has made! the. compound; he
may fortuitously hit upon .one-wtth some', activity. n,the,academic, -sclentdst
has been: suppcrted.iby .the Governmenti-to ans.extent, -the .eupporti .does. .0011>
normally. extend.beyond the .point: ofharying made such .acompeund.)

Synthesis of 25-;-100, related eompounds.fcr .. test and.determlnattom of. optimum
chemical; $50,000 to $200,000 invested by company.

Biological screening• 'or 25c--100 -compounds ; $i5,000. to $'50,000: dnvested.. by,
company. " '." . ':, ; . .-!

Full biological laboratory, profile of compound ,selected as optimum; $50,000
investment.

Prehmfnary, g-month, animal toxicity teste.; $10,0Q{)-investment'.·,
Metabolism and biochemistry studies; $50,000 investment.
Pharmacy researchand •. development;$50,00Q-.;.$100,OOO investment;
Human dose-range. studies ;$15,000. investment;
Long-term animal toxicity tests; $60;Ooo-investment.
Pre-new-drug .•. application .human evaluation ·of.drug'j •. :$25,00Q-.;.$l, million.

investment;
Processing .ofnew-drug appltcatdon : $100,000Investment.
Introductory supplies,' pnoduotton facilities;' marketing;' $5 million investment.

Firstsale an,a monet,cW1/ ret1!'rn."", ....:,
If drug is stlccess-fuI,,:andis.notdisplaced,too soon .bv-au eyen:.b~tb:~·r,drllg,

the monetary: return wlll. be adequate to jlli?'Pfy .tha investment made .on the
drug, together wbthdnvestments made .on uneuccessrul. drugs.

'I'otal-elapeed time from first compound, with some activity to .flrst monetars
return: 4 to 8 ye'ars.

Total investment from firstcompound.(and,n()rmalliIllit ,ofanY3,ctuaiJ. Gov.
ernment fluanced.actlvtty) to flrst.fnonetarv-ueturn: about $~lll:illion.toabout
$12 million.

STATEMENT OF" QUM:,IFICATlON8;'DR.oiIESTERJ. ·'cAyAr.:r.rro

I: received 'a bachelor of s9ience degreetn chemlstry.from.Rutgers University
in 1936. 'My'doctor of plrilosophydegreewas.granted by, Ohio State University
iu'1940. My field at-this time was organic and physiological chemistry; In-con
nection with work leading' to the Ph. De-degree.I' also .served as teaching assistant
in the physiological: chemdstry. arid pharmacology .laboratorlea. in the medical
school at Ohio State University.

Pollowlngireceipt of my-Ph. 'D.. degree.c I. worked, for '1.5_ ;years' at Goodyear
Tire &. Rubber .Oo.. '.' Myworkthere.dealt.wttb the techniques 'fol"'preserving:food
using synthetic polytner.fllms suchasPliofiIm as proteCtive'.agents,· After this
Lspent-some 9 years at SterTing-\Vinthrop ResearchInstttute, engaged 'in research
work in the fleld ofpharmaceuticals~SinceJanuary,'1951 Iahave been director
of research. of Neisler Laboratories, Inc.': :(fol;merlylrwiu; ':Nelsler & ..Co;h'!of- ,:
Decatur; Hl., which thtsyear.became-a subsidiary of Union Carbide Corp.

I have .'served as' secretary' and. "as,'chairman: or the .·Division.· .of Medicinal
Chemistry' of theAmerfcan. Chemical 'Society and, am a-member ofl-fbe editorial
board of the Journal-of Medicinal Chemistry; L have -rnade-preeentations .and,
have lectured in 'the;'filecl' of.'organic chemistry; .drug!mechanisms, and. chemical
pharmacology: at-meetlngaand-tat. universities;' bcth-here-utidrabroad.: I have .
served, as.Ieeturer .in the 'Department .of:Pharm,acology: at« the University". of:
Illinois College of Medicfrre. Atpreserit;' f.am serving. on the.Ohemteal-Advlsoryr
Board for' Walter 'ReedA,rmy, Institute: .or.Research.. 'I·.· nave-authored approxl-:
mately 70·scientificpublications;:and:have received over-30U.Sj.patents.

I .anru lIlember,of Phi :Beta;Ka-ppa 'and-BlgmaXt honorarw.fratemtties.oTn
addition to the' american: Chemical: -Society;,·I: am.ta jnember :of:.. the: Chemical
Society (London), the American Assoeratton.ror-tne: Advancement-or. .Bctence,
the New York Academy of Science (fellow), and the American Society of
Microbiology.



736 GOVEllNMENT PATENT POLICY

"Niw·',JERSEY:PA~tNT',LA"'.A;s'S()d4~tON:,
".>< "",:' ';":,: ,'.',: ,.: _::'.,':.; ~etvarlc,N.J.,MaY28,1965.

Re hearings June 1 and 2 'on Government patent policy.
HOll.JOHN'L: MaCLELLAN,
Ohairman, .Subcommittee'on :Patents,' ',Tradema,rks, ,and Oopyrights, commutee:

on the J1M1ioiary, U,S. Senate, Washmgton, D.O.
DEARSENATOir.MoOtELL~N:::The;:Ne~ -Jersey 'Patent' Law Association has

reviewed.the-provlslons_of -S, -1809 and S~'1899 -which are to be considered-by your
committee at the, hearings 'tobe.held 'next', week. Our .assoctatlon believes that
your bill K' 1809, -the Federal Inventions' Act, is -a _very 'statesmanlike handling
of this extremely important subject,'
, 'In the-opinionof our) assoctatton.rS.:1809:1s 'an excellent btll -which provides

full safeguards to the Government and the public while permitting a degree -of
flexibility .tothe Governmentugeney- head to administer 'the 'patent .rights provi
sions in Government contracts to best serve the public interest. .

We believe our national 'pollcy.mustbe flex,ible because of the diverse trues of
Government research.,'·"Insome'caseswhereR'field of research has been wholly
Government funded-and the.contractor brtngsno prtvate baclrground-to the COllR
tract work or where the research cbjecttveIs to;develop items for: use-by the pub
lic, for example, civil defense.orpublicsafety.equipment,-Government retention 'of
title to,Governmeht~sponS6redinveIitions;may,be desirable; In other cases where
the research is primarily directed towa~governmentalactivities but the oovem-:
ment wishes to encourage.cbut not support.cfuture .development dn commercial
areas,' granting greater than nonexclusive: rights to. a contractor may .be essential
to' encourage later private development." ,,',,<',' ',' " '.' ,'"

We b,el~eve that t() develop commercial uses at private expense of most tnven-'
tlons requir~s-more thann()nexcl.usive:rights'forthe '1)ersonwho is to make
the 'developments: Extremely large .sumstofnnonev are required inmost in
staI1ce~t() dev,el()p a ,ne",product t() its commercial stage; Only. if' aeompany
can .recover-fts development 'expenses' 'and, have some hopeToevarreasonable
profit ?n the products which it sells, will it be willillg to take:' the' greattrtska'
involvedin-atte:mpti,%,to commerciall-,y develop a new product.

We believe that ·S; 1809 'accompltshes-the 'desired objectives of fully protecting
the Government on inventions develope~ under Government contract ·yet· at 'the
same time, it gives a flexibility which' wlu'permtt and in fact encourage, con
tractors to develop ,.fo.r .commeretat,us~s .Inventlone which mfl-Y .have been made
under or in connection with a Government contract. '

We' have -twoimmor. 'Suggestion's, .however, -whioh we should like .to have
considered tm.eonnection' wtthcS.. ~1809. Secti6n'2(g)- appearing -on page 3'
of 'your bill, defines when-au invention has' been made. We believe that .the.
wordsu'In the course. of or under:' tthe.cobtract 'could be-misinterpreted to.Imply
that. .inventions. made 'during work «performed. ·.by:,',a contractorcnotvunder -the
contract but which may be in a related field should-beiconeidered-ras corning
within. .the rdeflnttdonwherr antuvantton-ts .tnade. We belleve cthat-rthta-could
be, clarifled-by.changing-the-words i'-'in·:the·course .ofor under't.'to ."in' the per
formance'ofwork .called for, or requtred vunder." wrthout :this .clartflcutlon,
a 'contractor might -be inclined: 'not .to .accept-Government contracts dn .flelds. tn
which-he' -is already' dolngvcommercial work .'(which, .flelds.:-of 'course, would
Dewhere he would have his.greatest.capabflttles},

Our, other. suggestion. -regarda vseetlon. 4 (-a) (Z) .con ;page ,7 'of rour. bill. . It
refers: toIcontracts-fcr.texploratton..intoifi.eld.s.which:'directly concern the public
health,' .wetrare.. or safety; and: we -belteve ,it,:could' ba-mtstnterpreted bY"con~

ttactirig,··6:ffiCials" ~s':applying; to almost, any tcontract.; whlch-rthe. Government;
mlgfrt-award.: .Almostr anything whtch.rthe Government-.. gets-tinvolved In does
In-one Iwaycor.tanotherrdirectlyt concern: the: public;health"'welfare;·;or··.safety;
'I'herefore.riwe respectfullycsuggest'jthat jthts: section be ,expanded'" by. 'setting
forth: those.apecfflc types of : contracts: which; .you, would 'feel directly concern
thefhree broad' categories referred.ttc'tln-sectlon' 4.(a) (2) .:Thus.· for 'example 
in ,the field.:of:public, health.vtlluatratdve.examples.: of ·...such 'contracts' would.be
those .ror, developing 'means for rcurfng land .preveuting: diseases; matters related
tocsanltatlon 'and "sanitary .raenltaes, .and-fmprovedrfood-products for use :hy
undernourished 'segments.ofour populatdon.
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In closing, our, association wishes to th~nk- you for your, effor-taIn endeavoring
to, develop, a national patent P9licy which will be fair ancleq~it~ble,both to .the
Government and Government contractors. Also,~we':Wi,Sh',tq-,thank.',y,our com-
.mlttee forconstderlng ourstatement onthtsmatter, .- ,

, RespectfullY,yours. ' " "''-:::
, ' .TnirrTi'l

THEASSOOliTib!'f"OF THE' :IlA~"OF,TiIE'OITY'6~ NE'Y;YO:R~;
.r. , NewT()rk, JUliJ r6;1965;ii

H?4;JO:EIN,L~l\{(J9I.ELL~~{, ';,:, , "',, ", ," "
Ghairm'art-" ,Subcommittee' o~' Pdt(ffl.ti,T,1~r},fY(liark,8""ana, OppyriUhts,; "Oointmittee

on,theJudioiary. Senate:Olfice IiU~lr},inU, ,lfash;ington:, D.r:~
DEAR ,SENATOR MCCLELLAN :,TheCoIllmitt,~eon Patents of, 'me Association of

the Bar of the City or cccw Yqrk, beingcha'rged to examlne pending patent
legislation and authorized to promote or, o'ppos~ it on, behaIfof the association,
bas given consideration to the.three bills now pending: be:E()re ~our subcommittee
on the subject of Government patent policy 'With respectto.inventions under co~·

tracts relating"to research.iand development" '" such "billS" being,S~,789 (Salton-
stall), 8.1809 (~icClellan),and 8.18W (Long), .' . .."

As.u result of such consideration, 0\'-1' commltteehasapproved. S. 1809, (Me
Clellan) .and urges .the passage, of thiS" bill. The cow,mitt~ewishes to register
on' reservation, namely in feeling tba~,.theeo~clllding .sentencaof eectlon ,4(a)
should be clarified to avoid future ii:lte'rpretati6~s.qf' this" provision .- (b-yGov
ernment agencies) which might, for,all,:practil::aLpurposes, foreclose the applf
canon or sucn provreton in. the,'princ;iIJ~~,:a~eas. :\y~e,~e,exc€!Pti~Ilal .~ircum~ta:nc,es
may.arlse. .' .. '".'. ',' ".". .. ' '", ' .. ', ',:" ":":

In general. support of the. bill, .the; .commtttee ,recognlzea that there. are im
portant reasons for. ,ellactment of. a law. prescribing Government. patent policy
in all fields of research andidevelopment contracts: The committee further
recognizes that in support ofS. 1809, there, are very cogent reasons for per
mitting a division of rights, .between the United Statea and the contractors, as
to inventions arising unde~"contraetoperations, and j~ partdcular for permitting
the title or principal rights (saving always a license ,in the Govemmentjto be
acquired by the contractor in a number' of a})propriatf!,circumstan,ces! in eon
trastto proposals, as in, one .of the other pending bills Identifled above, that
would essentdally vest all ,rights, in. the: Government; with relatively 'little excep-

"tion even as to a license in the contractor." . ".. ' -' ... '
Some of the reasons for ravorjng a balanced policy such as under-stood to be

intended in S. 1809.. includingprovisio:ns,allowing the contractor to acquire
greater.rtghta than amereItcense wfthresp~qt to the ecntemplated inventions
under appropriate, .circumstanees, .are. predicl:ited on .the concept that the. in
centive values of the .patent ,~Y,ste:t;u, relative bq~h to the' Interestof the Govern
ment: in gettingmaxiDlum, results. ()f;researeh .and the, inte~sto~ 'the, public
in: getting the benefitsof;t~~)Jlvention~,where' possi1?le,willbe lost if major
or .all rfghta.are inflexibly. ,acquired by.tIle GOVl?rn,ment in. every case,'. Specifically,
for 'example, and. excludingEiltuationswhere'Ptlblic interest, in ..·~e nature-or
field: of research ,coUGluslyely delllands .retentton pf dQmin~nt.rights by the
Government .. as undereuusecttons ,-,(1) ,(2). '.' (3), and (4)'{jf, sectton '4 (a), of
S. 18()9;, it lias beencogently sugg~$ted:~~,t.i~ ~lie:3:h::;e.n:se:.of.pilt~ntprotectioll-, or
substantialpatentinterestfortheeontr'actor, ", ' . . f,,' ,

(a) There 'WU be:miniD1al:incenti;v:e.tot~e contraci:or to. identify: and record
patentable .. clev~19pmeIlts,s():"tl;1El,t, tRe: ~i~,~~:qC~,:~'mJ:,ce;" d,ev~o~~,~ts :~n p,e
'lost.t.othe.-puQI~c"".::, ",,"'-: ,f' ",.:,:,',:,' .. ,' :,:':',',". ",', '. '

(,lJ): 'I'here will be .ltttle or:n{),i~~~tiy'e.-,for:.-,a~w,.ori~:~oe0n1mere~alizeproducts
(Inureae .. .of.- general. :.:atheJ." ,:tJ;tan,Gpyern.lll~ta.l, 'll~e'),', since,.aft~r"the' develop
ment of the products under the Go.ye~en,t --cbp.tr~ct.'noon~',whUld ',ha"e 'any
,pi'pt,eGtipp:. (against '~Prnp'e,~itibIl ,bY:, ,others), 'JP:','llis' iilvestInept ~for 'such: .com-
mel'cializatiori:-:."\:,,',',",, ";:,"",;'",':":,~:,,r,',:' ,," ,'f '''',''',' , ~" 'n', _,'

(0) The small. bUsiness" co;ntract:Qr'ma:V:,':ftpdthat,the results' Of ~is:::research\
and. deYel,0p.ment"ull4~~~~~cpp.#*~A~e,#~eto be~~loit~',i>y'his,'1arged 'com
petitor", to, t4~" d,et,timep.t,. of the .gr9Wt~ ,of' small 'bjlsine~; ."'!

, ' __ ','," ," " __ ,,_::' --" ,', ,"'" :,;1 j' ,,' :',,: "'~", :.-,i,,; ",,: •""',"', ; ,i\"'-,:- :':' -,.,',: ":':"':, 'j; \ \' ;:'
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'. ;(d) 'Th,€i" ,conlrftctO'r win:be-disCOllr~ged fro:in:m;al~itif fur£liei -developments
With respect .to s,ubjectmatter which has _in 'effect -become .dedlcated to free
availability to -every one. _: ;, __ _: .;'. '. _-,

(e) Research and development -contracts -wiU"b'e,' 'h~fllsed-'by many, 'qualified
contractors, especiaJl,Y thQ;se,haying the most valuable background 'of experience
and ability, because of reluctance to risk .thetr existing proprietary rights and
to lose, -in nongovernmental areas, the fruits of their long experience.

'I'heposittonof _the committee ill support -or ,S.-_lS0~accords with the position
the committee hae taken in past years retative to similar proposed legislation,
t.e., relative to situations where demands of the nationJtl S~t?lJTity 01' the-general
~v,elfftre ,,' warrantithe- Government's-acqutsitlon.. of" gr,ealer ,rights in, '" contract
mventions and relative, to the desirability .of permlttlng a contractor to receive
the greater righ~s in essentially alf other cases, It may be noted, i~ passing,
that as early. aaJune 1961, tnecommtttee recorded its opposition to 'an earlier
proposal rora jtederajInventtona Administration, bei~gof the opinion that such
ACiministratiQn wouldserve no useful purpose and that each Government agency
can best admtndster- its. own patent affairs., -It is noted that S. 1809 does not pro
pose any such ne-wIrivrntions. Administration.

Turning 'to our reservation about the, finafp1.'6visionof ~eetion'4(3.) of
~., 1809, Le. the . sentence, pOW,appea:ring in 'lines 18 _to 22 of, page '7 ,-of, the
Printed bill" it is st.rongly, urged "that s0Ine 'clarificat,iop 'is. ne~cled. 'Veryappar
ently, ,the, principal si,tua,tion," of, "exceptlonal' ci,r~umstallc'es"would',be 'one
where the equities greatlyfayor the .contmctor, ,,' as ,,,vhen'such contractor has
an unusual amo~nt of special: knowledge and experience and a great deal of
valuable kllow-hoW, either in research or ,commercial operation, in areas crttlcally
significant to the field in which the further research is desired. Under such
circulllsta'llces" where the .Dlonetary, consideration of the contract cannot possibl~T
cover tile very large valueof,thecontractor'sposition, Le., the value' which ,will
be of extraordinary advantage for the sake of the ,contracted research; it would
seem plain that exceptional circumstances ,are .present,: including equitable con
siderations .which .predommantly javor tile acquisition by the contractor of
greater rights than, a me~,e lic~nE;.e:. The public, Interest, in such ease, may well
be advanced by obtaining the services of thiseontl'astor (as most likely to be
productive of desired results) through the lnducement'or the prospective acquisi
tion of gi'eate(pa~elitrigllts; ", ,', ", .,' '" ,',' "" ,

It is, felt, .however, that tlle. present wording offhis concluding proYision:of
section 4(a) may well foreclose its applicability under these circumstances.
Specifically, .a Government agenCj",might verY,likelY'adoIlt ,~,theoretically war
.ranted conclusion that-the "public, interest" is only "b~.st~erved" by retaining
title toaH patents in. the. Government as the supposed representative, of the
public, there-being nothing in theP:resent languageO:(,t.he:bill to indicate that
atr-ongtequi.table considerations, in favor of the, contractor untght suffice to, out
weigh the' presumably "best" posttton of treyub]Jr inp~inggrantedfull rights.
Indeed.cthere is nothing,)n 4(a)"that indicates any ,re~?gI1ition of such equttable
considerations, whereas nhe express recttafof, sow~,}imited,~ituations involving
such factors, in section 4 (b h,collld be construed as e;x:cluciing allY such consldera
ttone fromthe scopeof the "exceptionalCircllIrl'stunces.'" provision in 4 (a). ' It is
noted in that connection, .that this last, l?~o'Vision .is ~l1e only exception to the
other ~ parts, of .sectton. 4: (a);' ttie benertte' of" sectdon 4ft)), are apparently not
applicable to any situation coming rthin the numbe~ed subsections of section

,'4{~~ i~li~;{'ili'at:tbk":;4fl~g~~~,.'o,f., ,"t#is.jje~tt<ictive ;)riterpret.RtikiL',·: ()~, ,the final pro
viso in section 4(a, is very"re-al, and that it Will result in -seri.ous'disa.dvantag~

.to the Government ;i~l:',.)inilrility.:tO,oQtain:tp.e,servJce,~!o,f.the best qtialffled and
most ,productiy~:contr!.tCtors;fo(:r~,se~tGh,;:~speei~lly,J11, areas 'contemplated by
-sectlon.d (~:)" ;(;1)"l:1nd:,J2,h,siI.lH~<>thpS,~.:~o'g~~<;t?~~'rill ,feel ,little" inducement to
sacrifice their: hard-earned kJ:!.?wl,edg~;Ilp.dexperl~nce':,,;,., '." "i ""

By way of positive recommendation, it is suggeetedtthat. the final sentence of
(secti()n'~(a) '(p. :7;Hnee,18,to ,2?:~:~~e,rr~int~d; W~l),:~f( ~!D;~W(1~ to:~ead,3;8fol~ows
,(the '3;IIl;endment'bei:n-g'by,ins~rtY)1);.'?f~:~?J;.9:~,n~p11~rR;~~4_tor:~m-pha~l~;),:,

In exceptional circumstanc~~Wn;w1J,'1'tUl1I.~.nc~ude(l/n'Y.fqm~able,con8'Hleratwn8
tluJ,t predominantly favor the c(nitractor, the contractor may acquire at the time
of contracting or upon disclosure of the invention, greater rights than the non
exclusive license specified in section S(b) (3) if the agency head certifies that
such action willadva'lice or best Serve the public interest.
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;It is belie~e'd' "tb'lit amlm:dhleilt/ kiong'th;e'g:~:'lilies'iS de~ifuble'nnd necessary to
clarify wnan.we-assume.Ie.tne baste Intentofthe .provtao ; namely, .to permit an
exception where 'equitable considerations stron-gly fa.vO'rt-?e~ontr:actor., '''ith, the
added wording, it will be,' 'plai~ that, equitable considera,tions are to be.. taken
into account, here as well,al':; in the limited ,are,a of section,4(b). At the same
time, thecontractlngageney can feel autho/ized ,togrant the ,exceptlondf suon
action will truly advance the public Interest': tor example-as under thecircum
stances e:xp1aiped above, while there will b~no compulsion on the ugency fc
adopt ,a theo~·~ticalinteryre9tion th~~ the retention. Q~, essentially full ti~leJo

patents .is pra'~ticallY the .'(FIl}Y',il;cRon thatcan,,~e~de:fined, its "best" serving the
:public,intergst, , ,'; .~,:' "", ,,' .:'," "

'Incoucjustcn, our cOlllmitteeappre9iate,s' thls opportunity of 'expressing its
support of the bill" J)n.,b:ehnlf of~eMso~iatiQn o,fthe Bar()f the City ye-New
York, and at the' same tlme ,'strongly recommends ciartncattou of the aboY~~ll()ted
provisions In sectlon 4(a),; e.g., as by amendment along the suggested lines, for
the sake of basic workability of the general Go-vernmentpatent program, and,
indeed, fo-r the real interest of the public in getting the highest productivity and
best results for- its research dollars.

Respectfully submitted.

THE NEWYO:RK'PATEN'.r LA\V ·ASSOCIATION;
. New¥ork; N.Y., Ju!y6; 1965.

Re bills to establish a national patent policy.
Hon.,. ~'OHry' :L; ·lV1CQLELL.A1'lJ , . ..., , "
Ohairrn,an, B,ubcommUree'oin;,Pa;tents;_Tra'iJ,erndfk.s, dnd oopyt"ights.
Se'J1,ateQffice' BUU{l'in9,'Wl~.shingt0rt, D.O.

DEAR· SENATOl{. MCCLELiAi- : ... This. letter is submbtted m lieu of an appearance
and testimony .onbehal.fotthe New York, PatentLuw Association, Our associ
ation Is very active and includes in Itsmembership a majority of the}~l.wyers in
New York CitY"western Oonuecticut, and northern New Jersey who speciallze In
patent and trademark matters. A committee of our association has, for a number
of years, been ,assigned the, sole task O!f reviewing proposed l~gislfttio:n~dother
wrttings relating to Government patent policy, and.guidingour ass()~ia~iqiJl'spost-
tton wmi resueot to this,matter., ... ... ',: ...'. .. ., ... . :

We first want to thank this subcommittee for holding hearings and accepting
statements on the pending bills on,,Government patent policy", Oue assoclanon
strongly endorses the stat~meut,-m~p.e,~q: tbettme S.1&09 wnf)intro,ducegr that:
"it is' clearly the intent of "Congress that the basic guidelines of Government
.patent policy should .be determined by the Congress" and "that th,eprefei'I'ed
method of aceomplishingfhfs .objective Ie by the, enactment of a comprehensive
,lIil,l tn,ther than b;V'indiY~d"uaL ,anie:lldn1,en~t.o every1?ill', authoriz~ng Government
research programs.", " ," "'" ' " " " " '

we bave studied the bills now, before tpis'subcommittee designe-d to establish
a uniform 'national policy concerning pro-pe:rty rlghtsIn inventions made through
the e;penditure of publtc funds. ,We favor the passage of S~l809 and .recom
mend thftt it'heen,~cted~aSso()nas:p0S!3ibl,e,fortlie,follOWing r~,sOns:",., "",'

~,' S.'18®propo:ses"~,poU.c:y,,,hi,cl:l're:cognizes;tl1e,contrlbuttcnsof each of the
P~#,e"s;,','<: ,; ,'; .. " " ",:,' -'-" ,:',,'

2," K '180~, offers the ,best (lpm)rtunity:fQrthe d,ey,el;oPDlent ,0fun"efl:~tiYe and
equitableGovernm~,tpatent'policy,'" ,,', "", ',," :

8, s, '1809 will rireveae rurtuer det~~O:J,'ag~>n of'the patent ,system. ,by, piece
meal amendmentsto lepsIatiqn"authorizi:Qgtesea,rch and .develooanent.

4, S. 18{)9 wtllprovlde a bests for ineent:i'V~~B-eeeS'Sal'Yto:aSi:;lll'e that .techrrlcal
~d,vance~:re~l.llting ~ro1l1'Fel,i.eraJ,;'progra~sarentllfzed In non-Goverumeutareas
With consequent beneflta'to the' public at 'large. -":"", ,,', ,,: "",,',:"

We oppose enactment .of S. ,189j) because it proVides ,for an-Inflexlble Gov
ernment t;itlfl~tO'~~ll~iil.veJltio,nspolicy; ,it fails-to reco~tze theequlties of the.con
traotors:;nJi4ft,ean on,ly,~~,rve to sti:fle,th~ illcel}tive of thecontraotors on,w:hi~h
,tll~.qoverl}!l1ent-;mns,t· 4e~!1d, "We according-ly J.l,rgethis sllbcoJDmi~t:ee to ,report
h~gislat,i()Il",~hiG~ Wilr',P1:6viqe,t,ge,',tle:Xib,i1J,tYriec'es's~r:r,to'-: yarying ..GOY~nrln~ijt
mlssions 'and 'the objecttves 'sought by the1r research'. Such legislatioiiinust',' at.
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th~s~e time, :r~()~ze,the; ~quiti~sof.',f!()V:rtr~c~ors"and recipi~tsf#' Federal
~ants. " :','[ :! :'::.<. ,',,:_' .:' '>:':' -""' __;, .. " :"", .: :,',:0,' _',"': ;0': .. : ,_._ ..' :>' ;"_',''-''',,_ .. >::"::_,

We', are prepared to e:x;pandopr .. stateJneIl:ts,W: support of .. our ,i:lnC1Qrsemept, 'o:f
S'.:1809and our opposition,to S;1899. W,e:have not submitted a more detailed
review at this time because we have followed the statements-submitted to date
ill, support of .. S., 1809 and believe they: set forth adequate and compelling reasons

.. for the passage of S. 1809 rather than the infle#ble and', one-sided S. 1899.
We. have drafted ,a .1i:rp.ited number 6f minor, amendments to S."1809wbich we

believe would clllrify too 'language, strengthen fhe position of our Government
and our industries vts-a-vts rorstgngovemmenta and industries, and increase the
prospect of utilization of the inventions in nongovernmental fields ... '.';,.' '.' c.":

J;t,ather .thanexte,ndthis Ieeter- ulldWy,,:we wltlbe pleased to:,pl'~sent these
suggested amendments at the requesrt,(}f t~~chairillan or any member or this
sUbc~mitteeto each of whom I am ,sending a copy of this letter.

,Respectfully SUbn:UctFe,d.

NORTRlAMERI9AN.A'vIAT1off,',IN,C.'i"
_ " ... " ...:: EZ Segundo','OaUj.; Milii/' 28(1965.

Hon.,toHN:'[;':'l\iGqi~~~'-; ..... , .'. 0.\

Oha1ff'#WJi/,.. Subcommittee on:Pdte1it8; Trademarks, and Oopyr·ights, Senate Oom
. mittee on the Ju{liciary~ U.S.Ben.-f!.~.fJ.,..!Y.l!:8hington, D.O.
My DEAR SENATOR MCCLELLAN: We wish to srubmit the present etateenent

in eonnectaon.witn-rhe heflriIlgs~,prese:r;J.,~ly,:b,e.!Ilg conducted by the Bubcommtt
tee-on :paiU€illts, ,r:r:r.l:l,Q.w,a.rk!:k and Oopyclgbts on proposed legdslatdon concerning
the dtsposltaon of dnverstlons arlising__ .under-, ~9veDnment: conbracte.. 'Dhe. com
mhttee is .to be commended for its thorough etudy of'.,the complexpabenc r1igbJtJs
problem, for. tlle,'manyh~l'~S" .s~u.dies,: and ... :1"e')iews" dt .has .. made,Q:yer·the
past few zenrs which, have oulnihiated in' ~S. ,18~,:in.thepresen:t. Congress.

Weare parnlcularly pleased bhatrtne,' comnriltt~e i:s' attempting, to formulate
a uniform' and equitable ,poHcy for all Go,vePJ:Lffientagen0ies, flexible Jn practice,
which, :'reco-gn~z~s. the ',need', to .'stimulat~· ..the development and utilization of
inve.n:tion~hy. industry while recogruztng 'and protecting .the paramount; publdc
inrteresttin 'Itecl1n0l~gi'cal growth.. We, recognize 'thrut the pref?'eIlJt diversity

,of legislatJion:and"ipoUd-e~·.r.eflects.tlle.diflieJ:l€nt lnstortes and statutory obliga
tionsof ,thevarious-., Government a,genciesbut' the fesul.tlng thi'Cl{et now causes
CiOu-fuSJion,'delays,' and unceetalritdee to the' Government, and to its contractors
and vendors rut antaers, .:4t present, a '~0I1ltt:a~tc1r1s faced wltn different patent
requil"ementsdependingupon Wll:ic~ ..a-g-~ 'he isdealin:g with even though
the.,subjedt ,.mat~&'ma:V'be tll,e same. :r:lle', neaiofor comprehensive Ieg'iala
'.tion·"and',.,theavoi~fl.~pe .. of fllpipel".fragm.oo,rtation. Is -therefoee app3.J'rent and
,-Uir,geIlJ~", ",:' ":' ;,",,; ,,<',,;, .•. .: '.,.';'; .:< ;',.- "",.:";"'''';: ..... ;"., · .... 1

. ,,;il'developd,ng" advau¢e(l, new .qef€[l~,B:nd. sp,ace'~:y,stems .of "htgh .rbOOlmol.ogipJ;l
conrt~ntfor' the .. Gov€!I;mnent, our- cmIl'J?~1W.,l-"eli~'.principallY upon OUQ' .stroI}g
'technical capabilbty in meeting 'speclflc contractuafoblfgatdons and tc generate
the, lffi~.~l~~e,:r~q~tred,tollnlie,rta,¥:,e: 1?-e~~$:igl1ll1ents.. ,Wh}l~, ~U1",aJJ,iliJty, to
~'GguiT'e .the .skills)to G<mtJinue, ,0, i:n;s:irt,creasingl~ complex techntical:p-roblems
ip, many d.iscipliries ,:Is our. principa~. asset in competing . in the GOY~r'l1menrt

"market, we ll?lle"th,eless feel that 'pa;tent:t:aGtoTSiCau1?lay.un,impo,rtaut role
in brill,~g,'lth~,,resU'lts.ofwork .of .compandes. like ours .00 other. fields-. "Mo:re
over, as a large' prime contcaetor, our own pe!l.1iormanlCe ds dependent.. upon

.thet 9:f~·,g;re,a:t.,nUt;J;Lb.e:.:: ?:l:, ,s.ubcqntra.ct~l\9.an{l, y~nd,ors.,., ,:Irt,.ii;,,:,t;he.,exj:>ei;rl~'ce:

'(}f DOD'and'NASA, as well! as our own, Itha~"a: :llat~t ,'policY,which: causes
~ .v:enQ.oJr,or .sllbcont;rltcoor:to,feair!lo~s'.-qf, :1,lils' ·"[n'io~e~;.:posj,tion,. ds a .severe
impediment ,t~),efIi~i~llrt.adlnini~9;,ati?P:., :al1'd" ,pef:f{lTma?¢e': of' prOgram. rosponsi~
,biliti~~ ',The pr9~,e~W~.. 0':f.rth~,,:P1"9.ril~letarY.,P'?s~ti(}nand:,qommeroial stattus of
.suell 8 IIlaller coilJtraPtoll"'sis:, -requprecl noit..00i1Y:for, 'l'~a:Sol1B' of faiTness, but
~lso'f?[-" ~dienlt".pr~:lcureJ?ent. '~.or'thes~ .l'eafgc:ms we':~l.lve aeontinumg intere~
.11:LleglsJaJi:li:qn:Ollr1;h;L,Si'~PJ·ept!'__ 'i "~"::',' ''-::> , ::: ·:"';,:'Y.""':~:'''' ,,'i':": ,."

.. ,W-e :sb()uld.·l1ke 1x?,,,,eJ;:presSQur'stNng. :suppoiif of 1fJ1l~ ,.plinciple~,'fW1bo.diMin
,S';,.l~Ol}., . :we ....()~1iev:e,'~e:v l'ep;r~enrt:.a~iSOtind balancfng,of the ipte~lat,ed.na.
tiop.a.l, intejrests ,'WhiC1,lmust. bl;lc0i1!sid~red in ..·esta1JlJi~ng :.tbe, ....~t€mt. polide'S
:9t:the JJ.roted. SlhirtJes. .~~.. ar~suggesting,however, .,cer\t.ain, ways ·in. Which
:~e,~HrY~,:Pa;rt;lcul9;f: l)rovis~~s". ~~ ~he 'lbill,cl()uld be. clarified and·strengthooed.



, The"'aititaehoo'riLemorandum' prepared ,by" my :staif oascusses Jlihese.,.<suggestions
ati.d'; amplifies,::t~e· conatderataonerwhdch :we' thiJnk shouldobe.vreflected un .an
effeICtive:,'8!ta4Jrite;, "

Weiwtsh .to assure.vou of, our, co:rutinued wHlingness" .tn "cooperartein'This
importailllt:effoll'rt Qrf.;,t!1e,committee.

SinJoorely,yours;:,

Tthis m:~.o~aii.dUm" anll:Mfi.~ the, coinm~:o.,t~:~,outain~': ,~: ,~¥e a~cQmpa'Px~ng
letter. :,',:,;':,: ," .' '" ,'", ,:,>:",,;,,".; . :," "" :."

. An,:impO:V~l1t'. problem. in, .the ,disposri1Ji,ol.l,',' of, paJteJ)Jt, ~ights, "tu;uj,ea.":Qoyel·n
mentcOOltraots;ll; to provide en .effectdve meane CJIf, tra~erringrtheinYenti9'llS
from the Govemmenc area toihe"o~Il;entirel;r(];iffer~tci¥ilianenyirOI)lment.
The -taak Iezto provide the"neCess~ry 'mcentives"t{) mveIl(tors ,,~d.coxporations
to bring new prodw'~!;! into .the stream: Of commerce-and. benefit the: .people,
while, preven,·tJ.ng .unnecessarr restrictions., Unless this, is, done, the publtc
will, not obtain .the full rstumrrom ,1ID.eeuI.1rent ,vllst.:Governmerrt expendu.ures
in R. & D. ~expecr,ien<;e over an'l1ll1b:el':Qfye::ms,ila's'bB:ep, ehat .such ceens
Iatloniis jjrequ~Il,tJ.y 'difficu,lt,expensivB;, and unSur~,,, Products of exereme
technical compleX'i!tY, and: ~o.ph.ilsti<;ation(IeV:l?lop~djjorAWeoific:nris's,i'OtU require
nlenJts etten have no 'other use, and iil(leedAmeir, deve1opment,is 1nJiJtilllly under
taken .because ,of the absence' of,,t,he1r, commercial ,availability.

The utildza'tdon of develoPDlen1:s: oraginacing under, ,l}overnmentClO[lJtl~acts
thus .poses more difficult prqbiems .than have .been generally :a~preciated, .It
is considered 'that such u,tilizatjpn, can be' .best accom:pliished with, :thetradi
tdonalJncenelves offered by ~e paitie'nt system':iID the f.ramewOtl'k ,of .our private
ownership system. However, Wllell'e a cpntTaotor ds unable-or un~iJlIingto
bring apat~te(l product. rto,thec()JIlmercd.a:1 ma'rketaftera reasoeiable.otdme
tr ts just 'rtl1at'Ul1e rights be.:1illen"m::ide,.avaliable"I1:JO ;ortihe:vs,sn:nce .the .prermse
upon which the .ri.ghts;we,re granted, hasnot.been ~ulfil1ed,.,~I1JlJ;.lt;he.·'Public .has
not recedved full benefi.L.: ' ". .... '.; .,:'

- ,There are still other, areas, where, the, Jl1,ost,eife,cti:ve utiJJization ...of' teehndcal
developments ,ariSiingf;ro1U:,.Government prlQgramf?: ,cap·. .be. ·qeSit,IJ:!.llde .'by" in
dustry.. It is,. undeeetood .tc .be .na,tiona~"poHCY" to,:'fOsrtl2l1~ .tae ,expo!,l'ttaA;io!l1.··of
defense tnrormattou cto friendly:: countries .fn the. .tntsrests., or. outv.national
defense and forelgn-poltcy objectaves, and alsortl(}"obta'ina:l"etU'rnond~ense

investments flromiforeign countrtee.. Some"agil'ee.n:l'ell'~s,jn Ithisftl"eaCaU"for
continuing coopera!ti0rnb€tween coznpanlea !i.nvqlvilng .. teehndeal. .llssistance; con
sultatdon, training of Mrsonnel""n:I,ld, exchange .. of,: technical data. Such, pro
grams linvol:v.Il1'g ttlletranstfer,and .ucmeauon .or hLig#Jl'y :sophdJSticated,t~Ilno.logy
can only be• effectively, conducted-fa .the.'conte::\,"'t 'Qf.a .prdvate-nssocta.tion. of
compandes.. 'While ill many, .or chese.agreemema inv:olyi,ng,rthe .broad-exchange
of complex ... mHital'Y .technologies,., the .. -techndeal :d::j,'ta.,alld, tts .knowledgeable
utilization .are of prmcipal umpcrfance, .. p.art;ents are, often.. valuable. elements
in the negotdatdou of, a. suecess,ful::relartiouship'",In. other. casee.. whdch..involve
Iicenses of lesser scope d!irected,!t():,specific,proouCltswhose,<deSigncould be
readily. copied, ,foreign patents aasume.. gceater.. importance .as..•. the. 'essential
element. of .the ,agreolHent.Allsuch,activitiesare in .ruetherance .of omv.na
tdonaf .. objectives, .·and,.thei'l··.. conctnuance should- 'be untfor:~nly sanetloned.. and
encouraged under any new patent legdalataon. ::,' ,

Our study:' of S. 1809'indiicates ,1Jha,t;moSitof,.,thepolicy, considerations
dtecuesed above and in 'Mr. Atwood's letter, have. been .met. By .permrttlng
the Government. contractor. to' .reratn ,patent·· rights ill .larga: areas, partj.cularly
those·.looking to the"commercial markets, .·rthe: ,results··of··Governmentil'OOearch
aotivity w.ill he made availablemOire'readily:to the',enrtireecollomy rtbrough
incol'porationin commercialpl'oducts. ,At:the, same time, the bill recognizes
and :prortects the predominant public interest .. 'in:new ',teomlOlogy, iuproviding
means for insuring that ;thetechnolog-y:1s,:infact applied for,publiic purposes,
~nd ,to preveIl!t the imposdrtion ,of :U[U'rea;sonable:restri:oili'ons',ontihe, use"o!
tecbnology. In areas of .particula[l: ..public:·concern: or:exclustve· public: sponsor
ship of ;tecihp.ology,patent rights, ,may:be.retaine.d,by thie:Goverl1merut,Wbe.l'e
tb'€l'contraetor~. retains 'patent. ~1gbts,:,the contJ."aetormay.· be, require9, .to grant
licenses to others when he has notin,fa.et'placed theinventi'on:in,t,lr.e,l;)tream
of comme-rt:e.

54-40o-65-pt.2--?·l
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Our,_~~ggestions:'fW",'cUfrifying'and '.rrnproving.roebtu.mctude th~:fQll(}wing:
III section 4 fa) .oprovisdon for greater .useof .advancedwaiver, power; guidance
on the applicati'on of the criteria, and admirnisrlJrartiive and j'Ud,icialrevi~w,',of

agency -determinatdona-applying this 'section ;~,ill>,sectiQnA(ob), modiflcatdon of
the requdremeret that a contractor muet have-nn-establaehed nongovernmental
commercial posirtJ:ilQU in order to retain principal rights; andr.sectton.Saprov'lslon
fo'r' ,the-l'oyalty;'freie Iicensang to- aU U.S. nationals of those patents dn which
the Untted StatJeswill retain title: undee tWs hill.
S~~!l'4(R) d~a\teS',~?ur ,CO:1teria ,Ulid& _w-1lJi~h the,U~~ Stares shall

a.cquire"tJhe-' prdncipal mgh{s' in 'any '-invention made 'under a' conta'act. These
~ritel,"ia aTe broaliJl,y_f?A;3:~ed and 1n,0rder.to'insure ,t]hek app~ication"in a,uDJifom
riiali:ti~I'guidal),ce',sh.oul(i'be glveill"Rs'tCl',rtlH~iT, ~ppli<:ati~n~" In'parrtiJcular, the

'-;ca~e~[ire.~-now 'requir~-," bhe 'di~siltli0it:6r:ri~hts:"3Jt. the time .'00:' 'contcacuog
'ba~e4 ,~:pon .the'Pl1rp?sean1~he, :~h,noldgy,-of,othe .c6IlJttoot:'The na,ture' of

",inve:~ti0lls "aotu~l1y" nhide'uinder i ,the'C?n,t~act,'is" not u fae,tor., Horweyer,.'eueh
"H1V'(ffiti()ns may ,relate;,only' ,incidentall! ,'tJJ-_ 'tile '~Toa~l: nurposeor technology 'of
the: ,'c0llitr3:ot. , For ,~ample;':'iri ,a!t'ftdvan~ 8pace<progra~,-,inveruti0llS'"ate

',fre9~ently made:,?ll 'Su~h 'thin~s'as'Vlilyes~::f~'~tene,~8,.ari.~ welding' ~hn~ques
- iIi'which 'a eontfact()jy'has', [\;n :existing' paoont ;'~r "i'lf{}l1strial PO~Ol11.. The~<Xre,

,Jm;0vision .shoul~,'be' ,l?ade ,SQ, thatthe,'Go,v'-e:Nl111ent': would .:not ':be. requiren to
'acquil'ee:;'(~lusiV'e'~~lilts )in,t~ose, irL,ven~dris"'which are, nortofa 'd'0IDJinanrt
publdc interest un{leT': ~eotiiorl ',4'< a) -cr:iterIa~',. "

In a~d-ition; liberal-iza,iJo:n' :or' the Pl'?ViSi()lfs,; ~"section4 (a) to" provide for
advllnc,~,\~'aiV~l',Of'(}()vernnie~trights)n'hiv.en~io11s at'thetLrne of CO~~l'a~rU11g
is ,~ecom.men(:led . .-' l'h-is'would' 'collSiideTft\}l,Y 'ease"~goma:ti()nand~dmJi:o.istration
?f' :(}ov~nmen:tc0l11n'a,c~s~,InSUJbCbritrac;ti~g,:',-,fdr!"x,ample,we',fiYJd"tha~,a

, subcop:1iraotor'wislie'S . co .establish'.' his ,rig:htf>,.at .I{j}},e· 'time. ofcOlltracting. to
ll'~()id;tulcertflinties .' ~)1cl' ,~ime-con~ull1.ing ,PJ-70c~;d'lil'es ',for obtaining, waiver,s,' on
'etlCh:'invention"'l'he;'prompt)~ling- o~":p3:ten:tapplicatiol1S ,,,,<mId: :also be en
COUl'3:g00; a:q~' ,u~lder" t::h.is .proposal ',the',Go-y-eriln:rent· would sllffer'no loss, since
the ·vario-us'safeg'uards· of .tne biu-woutd-etm' be' retained, :
.Whil~ revi~w o~. agency ,det~rminatioils. is desira~ls: :pre)vi,ded: for rri'll1bs~,:cases,

'review; is upparentlv not- :con~m})lated' fo~ag'en.-cy .aetlon .'under Section' 4 (a) .
"., ,This, apparent absen~e'~s,unnece.ssarily Severej,:"ould 'deny the customary review
"'Of"p,l'()cUxeinent,'ageilc;Y',officers'de'ci~ions;and:'Y()uld;not p1"()mote uniform, prac-

tic:€!'s,," FinallY,' sectio:n:;4(a)': is 'D1ore r~tricti'V,e',than :the -correspondlng one in
S; ',:1290,-and,' while -it is' similar. to a section. in -the President's, memorandum of

, 'October 10, ,1963;, ,it 'does -not have 'the' flexibility 'of that section. Section l( a)
"'6f) the President's':memorandi.UIl~''after li$tirig tbe dategoeree'wliere theGovern-

ment ,WOUld 'llorm3:nY"acquir~',exclllsive":J!igl,lts' (virtually identical with SUbR
"paragraphs a-eorsec. 4 (a)), goes on -toprovide ,that greater' 'right~, may be
acquired by ,the 'contractor,after the inventicmhas been)dentified'"where tile
invention'is.·uot'aprimary 'object of 'the' contractj,andthe ,acquisition. of greater
fights is' It'necessary. ineentJive.to further investment·and. development.

.Section 4 (b) 'provides that In contracts calflng for .work in a field oftechnology
tnwlilchthe contractorhas,~n,existing technicalPositio~.andcompetence h~.rnay

ordinarilY,retain exc1l1sive, 'rights. . 'Howe'Ver~; ar~uirell1eiJt forfestlng '~e con
tractor's 'teehnicalcompeooncein'suchfield'is that-he have"'''an esmblishe{lpon~
governmental commercial position." There are strong policycollsiderationsfor
modifYing -thls requirement by' .referzlnginstead' to a contractor's industrial. or
patent jiositton. The principal c.0nsideration ~s .~3,t ~twould 1?-elp. the,gr0vv:t? of
new and often' small com,paniesand:a1st> the;diversifica"tion' of -those'co,mpanies
which are now· largely reliant on "GovernD:lell~ contracts: It would also foster
the;Wider' distribution' and utilization of Government-developed technology.

A further suggested revision is directed to the utilization of patents' acquired
,"by-the United· States.'; The. text':oIisection· 8:(b') ,would sallction the .licensing of

patents fo:rToyalties~hyt:-b.eUnitedStates 'and'section8(a) the't>ringing of suits
t61" patent infringement against 'citi~ens.of,·theUnited States' by the' Attorney
General. It'is belie:ved that such activity:by the Government would be ineffective
in' prllctice, and 'would be ,the source' of unnecessary 'controversies and litigation.
It would clea:rlybeinequitabl~to'deprivetheinventor-contractorof an invention
"on the basisthfit'it -falls within: o~e',of,the'categories of section 4( a) 'and that he
has insuffiCient eqnities' to ,retain an illterest therein, and then grant the rights
to· another person 'with even: less ,equity. .
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Moreover, the agency' iligranting exclusive licenses In Government-owned
patents would be undertaking to direct the course: of prtvate ctechnology-and
predict, the ',' COU!s~,: of competitive' trends. Few (If: the agencies,' have-had, the
requisite experience necessary 'to analyze ,the-course .of future, development in
civilian areasoftechnology and in general are not equipped to make determlna
tdons where, competitive 'market forces- are 'primary factors. If the .contractcr
keepa trtle and is required to license,others-,upon his own failure to exploit the
Invention, as' is provided for in the btu, the public is -spared the-cost -of paying
for the ,Govel'nment,administrlltion ofa licensing program; and further-the con
tractor, who is most likely to 'exploit the invention, will be glven.the.flrstopportu-:
nity to do ,S{}.", Lt is recommended, therefore. that aU inventions' owned' by' the
United States shouldbe.fr~elyavanableto all U.S. ,citizens-'and'corporations.

While the foregoing- are' :', the . principal ,,' revisions' ,',' suggested, there are other
changes of a more. technical .nature which will not-be specifically commented
upon. , If the committee 'wishes we' would be pleased to furnish the text of .lan
guage which would,accompllsh the changes suggested above -as well as: other more
detailed-changes. ','

Hon:JoHN, D.-McC!.ELI;AN,
G?1'1rmittee o~'Patent8,- '
U.S. Senrtte;' .
Wa.shmgton,'D:O.
DEAR'SENATOR~rCpLELLAN:First permit me to-express my appreciation for

initia,:ting ap"angements, whereby my. request-to appear. before the committee
might be honored.vLdo wteh to take thisopportunlty-toexpress my. regret that
it wa'snec€)S~arYforme,t0'\Vithdra"Wmy request to appear on Tuesday, August 17.
However, the pharmacology. meetings in Philadelphia required me .to be there on
that day. 'I'herefore, I will attempt to present to you in writing my-views per
taining to bill 8.1809, which currently is being considered.

'I'hts bill,) em certain, .representa-a-great ,deal of-thought and effort and I
consideritto be far superi.a:r to -othera suchas .1899, submitted by Seuatoe Rus
sel Long;

First, possiblY,Ishould introduce m~Tself.I.alllprofessor and chairman of the
Department of Pharmacology at the :University .of Tennessee Medical Units.
Memphis, Tenn., a position which I. have held since ,~947; Previously. I held a
similar. chair at. the .University of Georgia. Colleg~'of. Medicine, Augusta, Ga.
I am a member of a, number of scientific societies; inchl~ing the American Society
for Pharmacology. & Experimental. Therapeutics, .Amer-ican Society of Phy
siologists, American Heart Association, Sigma, Xiv and Schwizerische~ verelns
del' Physiologen and Pharmakologen. I have conducted an active program in re
search in many fields and have published wfdelyIn-severat.flelds... I have no
direct connections or posttlons :'\Vith any pharmaceutical firm. At tlmesvI: have
served as consultant for NIH and U.S. Food and Drug Admi-nistration.

As a citizen, I .recognlze that definite clarification is proper and necessary to
protect the Federal Government and to establish reasonable policy and laws
which will permit and encourage industry, the Government and the scientdsts
to work together to develop knowledge which will provide all of us with better
health and better m,ediclne."., .,

As I readthe-,hill,::(\vas disturbed by sections'S and 4. Section 4(a)(2)
states'. that the exclusive rights' shall be acquired by the agency head in behalf
of the United States- at the time of entering into .the corrtraet when (p. 7,Jine
-4) "the purpose of the contract is for exploration into fields which directly con
cern the public health, welfa rev or safety." Practically all workdeal.lug in the
area of medlcal sclences- couldbe considered dire?tly concerned with the public
health. welfare,()j-' .sarety, "rhta means that the agencv head, in order to pro
teet himself, must acquire at the time of entering into a contract. principal or
exclnafve rights to the .invenFonsplade b!: t,ll€'. contractor. True. this broad
interpretation may not ue given tosection'4,(1l)(2)and>'yet, agency heads -In
the. Government . must; b,e;. conservatlvecoucerrdng snell deeislons. ..~~;y·experi~
ence has heen that agency heads protect themselves and they can' be expected
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to acquire. these-exclusive rights .very .• widely;:~f:p.Qt in all .eeses .. Involving.areas
of research related to medicine, ',' -;, ". ;;:"_;"".' ' ';''::,'
My~xperienceand pactieipatdon.fn research.extendsover .a .pertod of appt'cxi

mately40 years. In the early,days,:my-s.upport."vu,sentil'ely froD1-q~euutverstrx
and- from 'industry. As, the economy of'the Nation- grewf,and,pos~ibly as" my
contrtbutlons increased, L'recetved .apprectable governmental ,as .well. as indue-
trialsupport.,.',·.;; ,i '-':',,0:''..' ',',: .",,:,,-~

Any bill which is .paesed by the-Congress. should not"inteJ7fereorprevent
scientists from getting SUPDO,rt from many-sources. Itwonld.bea.fnost serious
mistake to .force the, scientists of, thiscountrytodepe;ndentirelY',Qn the, Govern
ment :01' entirely on-fndustry and research roundanona.ror their ,support. As
scientists; we meed the access, to, the new" drugs -and -new chemic-als which indus
try' manufacturers" since "they, .are .rrequentiy.our tools;wlle:reby we .Iear-n.fnore
about disease processes. .As. I, read this: btll and .thtnkback overmy experiences,
it appears to-me that-tbis.btll. will tend to fo-rce, many scientists to either accept
Government money, or.industrial.money.butnot both.. .Inventions are frequently
the result of slowly developing ideas which mature into definite Inventions... It,
is often impossible to be certain of the-portion of the invention' conceived 'while
working under an agency or while working under contract on a project financed
by a, pharmaceutical firm, or .whlle working on university supported programs.
'I'he most' profitable, and', worthwhile' research is frequently accomplished when
the scientist- and his associates are investigating a disease process with Govern
ment andindustrial laboratory support and when they.are.ustng.tools in the form
of drugs or new chemicals to determine their effect on this dfsease process.crrnese
new chemicals are often the key to providing new information on thepathology
and physiology of the disease. Under the regulations, as preeenteddn btll- S'...1809,
it seems to me thatscientists will be forced into the awkward situation where t~ey

wilthave-acceptedc In a: sincere .manner, ftnancfatsupporf ,frOID.. the.Goyernment
and from an industrfal.flrm, and. then flnd-themselvea.confronted with a attuation
that-they have made. a discovery in performing .studies .supported by the Govern
ment.i.Induetrvc.and the university. It is- more or, lesa.Hke whetber- breakfast,
lunch. or -dtnner .was, the -meal .which made ~:1:l0Y growintoa.man. It is my
feeling that the university has-definite .rights,.::l1ldresponsihilities .and these
should not be denied to them by a blanket clause .requlring all discoveries to
become exclusive .property of the .. Government.. Many,univ~rs.itieshave bene
fited from a wise policy pertaining to discoveries-the Wisconsin foundation is
an excellent example.",' ..':;' r ,:'; ", ,"'':.,,';. :::.' .·;o.i",;·,:'

It is my sincere hope that the bill can be so formulated. that it will not .remove
the .stdmulus.of granting financial rewards-to productive .errorts and.vill. not in
terefer. wlth-cooperativecprograms involving support from funds from several
sources. I know th;atyou .recogntsefhe contributionefhat American industry
and .prtvate enterprlse. have made to. the improvement Of, medicine .nnder the
system which has been operating. The private enterprise system must be pre
served while we are protectingthe Government investment. If~.el that the bill,
as written, will hamper .the.development of new drugs, unleas u means is found
to provide more freedom forthe scientist to utilize new, chemicals-and new drugs,
as well as receive financial suppo,rt frOID: the' Government. '

Mpst sincerely y.ours". :'<.,;, '" ..•... :,::,;,.
ROBERT ,A.,\VOOOBURY, ,l\ftD;,': r-n.r»,

Professor ,alta Chairnian'.

PATEN,TS, TR,AOE-MARK, & COPYRIGR'.!'SEOTIbN ..'
STATE~AROFTEXAS,

July 6, 1965.
SeriatofJOHN,TJ.lVICiO~EIL~.N,
:IJ~S~.sen,ate" ',d" ' •

JT:'a~1I-{n:17t0n,' J).O~";,,, , ..'," ":";,'..,::,:"'..' ..... .:", :""'.',,,'
SIR: In .mz capacity as chairman of the .Patent, -rrrade-marlr, & Copyright

Section of the State Bar of Texas, I am herewith transmitting to you for 'con
sideration' by youand',Y?llr Subcommittee on-Patents, Trademarks, & Copy
rights of the Committee on the JUdiciary six. copies of two resolutions passed by
the ,;patent, Trade-mark, & ()<)pyright ,Sectio:Q.of the State Bar of Texas at its
Iaet annual meeting on July 2, 1965. One of these resolutions sets forth the views
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or-me section relative to: bill g. -rssa tnerouuccd into the·89th .Congress by-Ben
ator Long,' and' .the. other' resolution: sets' 'forth the views .of the' section: .relative
to bill 'Si,789introduced by -SenatorSaltonstalland brll. S.1809:introouced by you;

'T.Jte'sectionhop:e,k-thatyour-subcommittee;",and' 'ultimately -the-Congress, -will
adopt the views expressed-In these resolutions.

Very truly-yours,

RESOLUTION

whereas thePatent, 'I'rade-mark, & ,Copyright Section of the State Bar of
Texas believes that progress, advancement, and the public good are best served
by private enterprise rather than by Government Intervention or ownership; and

'Whereas the Patent, 'I'rade-mark, & Copyright Section of the State. Bar. of
Texas, believes .that the -patent "system has demonstrated over the past many
decades that it affords a vital and effective incentive to private enterprise to
assume the economic risks involved in developing new products; in introducing
them to the public, and then promoting their use'; and

whereas the Patent, Trade-mark, & Copyright Section of the State Bar of
Texas is convinced that the Government cannot and should not assume a monop
olistic pcstion with respect to the exclusive rights afforded by the patent grant
and cannot and should not undertake the introduction and exploitation of new
products in the public marketplace in competition with private enterprise: and

Whereas bill S. 1899 has been introduced into the Senate of the United' States
and has the purpose of (a) requlrlng the United States to take exclusive rights
and title to any invention made in the course of 'or in consequence of any scientific
or technological research development cc exjnocanon actiyity and resulting: di
recting or, indirectly from any contract or lease entered into or any grant made
by, or on behalf .ot, any governmental department 'agency; and, (b) establishing. in
the executive branch of the Government; a Federal Inventions Admtmstratlon :
Now; therefore, be it

Resolved, .That, the Patent, Trademark, and Copyright Section of the State
Bar of Texas (a) opposes the extreme and inequitable approach of bill S. 1899
introduced into the 89th Congress toward inventionsresnlting from Government
contracts ; and (b) opposes the establlshment. of a B'ederal Inventions. Adminis
tration as needless, .ccstlyand against the best interests of this country and the,
principles upon which. it~a'sf.oup'ded.·

Hon.JOH:~iYlcCLEL~N',
Chairnian,?uboO»i>Jn,itte,e .on 'Patents, .. Tra(!emarlcs,. qnd Oopyrights ot the' Oom~

matee on the Judioiary,:[]"S. Serw,te,Wasltington.. ,D.O..
DEAR SENATOR MCCLELLAN. : In your concernwith the. bills S. '789 (Saltonstall ) ,

8.1899, (LongL. and ..E; ..18:09 ~ (l\fcClellan), .. 1 think. your. bill; S..1809, -te S'O far the
best compromise between Government-and 'pl1.vate .tndustrvaud ehe, extent of:
control, each should. .have .ou patent rights.. ,American· 'industry, with ite.tnvcn
tlveness; research, and, productton- has found .competttton.not pnly· the spark,fa}:_
new 'ideas but a necessary weapon for fighting the evil of :p1"ofiteering.BillS.
1899 .seems to restrict .research and ,indus-try In. a .way by· placing patent. rights
in thehands of the Governmenf whenevenany. Government money ts used in any
way lntheresearC'h-;or;pro(f.ue'tip!l,of:a thing.:_"." , '.: "

This seems an unnecessary kind;,'of restrlctaon. stnce au pri-vate'p~operty)s,

subjecf to the. right oreudnent .domatn.in .the: Governmentoand may.be taken.dn
payment of fair ecmpensacion, whenever a genuine publtc.need-ts demonstrated.

Scientific .in<du~try, .and -teehnolcgymuatmake proflteto.help.guarantee .further
research and to pay the often htghcost-of.manufaetuzlng. .-:lt Je a.moot-queetion
whether the public te more greatly benefited financially ,by paymgthe.margln or
profit oY.er.:t4e, 9.oyn,t~ :();r.: Qy,!payingpossibly larger amounts through taxes. Fed
eral research expenditure for 1958 was Over $2:Jf2. billion. It would be interesting
to know comparatively the number o'f new discoveries' from research resulting
from Government-sponsored research as contrasted with that of private research.
Private pharmaceutical indu-stry, for instance, has developed and discovered, most
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of our-new Iifesavlngdnugs, ',,"re'must protect this kind of research to the best
ofcurability -wtth. a. patent law that flrea rather .thundeadens-tncenttve.. Your
bill protects indnstry'inits rights as does:S;789-rto'some extent-but S. 1899w'ould
be duplteatdng-at the 'taxpayer's- expense.tsuch-research activity thati.could and
should be earned on by industry and 'other private agencies.

I should like these remarks made a part 'of your 'hearings record; l.e., that of
Subcommittee on Patents, Trademarks, and Copyrights of the Committee on the
Judtclarv.

Sincerely,

, WESTERNELECTROKICMANUFACTURERS ASSOCIATION,
Palo Alto, 'Oalit.;July 30, 1965.

Hen. JOHN :MdCLELLAN,
Ohalrman, Senate Ju,die'iary S1I-bcomnl,l,tteeon'Patents, TraiJemdJrks, andCopy~
" l'ights,·U.S. Senate, Wa8hington,~D~C.

DEAR!SENATOR' MCClELLAN:' Jam' taking this 'opportunity to write to you to
express the viewIloint. of the Western Electronic .1VIanufa~turers Association
regarding-the 'proposed legfslatlorronpatents 'pending before 'y,(}ur 'suboommbttee.

The' Western Electronic' Manufacturers Association is ·.Ia trade association 'of
coinpanles engaged ill electrohlc manufucturtng-or electronic research and, de
velopmen't fn the13W'eslfern States; . Our total membership today is 360 com
panies; 'I'hese-runge in .. :sizefroIIlosmall 'companies to large corporations.

Some of .our. membercompaniesemploy rnany thousandsof persons and' have
been important primecontractors in the Government's defense program. How
everrthe majority are amallec firms whichhaveserved'3Js'snbcontractors or com
ponent rsupplters. These 'Companies are technologically based and 'dependent
upon their i l1divid '!1a l Inventiveness and improvements in the state-of theart 'to
maintalnva positi,on' in ,thH"competirt;ivemarket., A'cc01'dingly, our association
has a vi'tal interest in the eubjectmatterof-the vestil1g or-patent rights developed
under tresearch -and'-developn1el1t contracts ~1~lltl,1eo·~FederalGovernment.

For 'Some time ire'have:~een opposedto~elt~~{)r,Long'sunequivocal posltdon
that 'the Government shonldbe entitled ~to,ex'clpsiveo pateI1t owIlership.. His
pending bill S. 1899 ignores the fact that'if'American industry 118 to apply its
accumulated .teelmology 'and know-how In vthe solution of developmental prQib
Iems, iit mustbe afforded patent protection to mairrtatn viability 'and be of even
further' ,servioo. t(j",·theQ-9re:t'Ilmentt. Moreover, the incentive of aotatnlng a
proprietary positron must be offered to stimulate the gl"O,,:v;th:of ,SII11a,llbus~ness~

Senator Saltonstatl's bill.S. 789 presents amuch. sounder" understanding of the
respective needs 'Of Government llndprivate,indust:ry, and equitable patent.Iegts
lation c?uldbe built :911I,thefun'd'a:r;nen~al points"set fortJi. ,

We Iheartilyendorse·.S. 1809;, ;~hich ·.Y:0uintrodu~,~d, because it. Is 'a' well
developedMl~,which',recognizest1l:~',equitieso~t,he.'jpill't, effort.'by indus'~ry and
the. Governmenc. ~lnder" research- aud ~ deyelopment .contracts.... As "In the state
ment 'ofpa-tentpo1'icy 'issued ~y ohe President, this ,bill-an'alyzes the sey~ral
sttuattons .which 'can esfst and establishes equitable cr-lterla for-dfstributton of
any. reSulting patent ,rig'hts;

HOWever, we-suggest that the 'bill he'stren'gthened to esJtia'blisk defirii.tf~:~,rig,hlts
af' the" time otconcracttng ·to gtcea potential contractor ~r-eater.assll'r;lDrceof
pl<otection, in. the urea af.,self~de\Te1{}ped,'t~hIlJology. 'Perhaps some' -of the
Ianguage'of S:'789:mig}}l~behelpfulin~hi'sre~ard. ..', ....,.

We 'also-'feel·that the ibiillsh-ould" be expanded toinsuretthe protectlonrof
invenlj,6nsftom,forei,'gn:e:x;vloltati6fl. '., .... ." ..... ; .. : .' '" ..... .'" :

Thank'y,ou',fOl'.·::the'Opp,ortunity -totpresenb-thts 'statement in' behalf of the
western Electronic Manufacturers .A,ssocia.t1on. '

Sincerely;;::



WEST:rNGHOUSE EIMTBIo.C.oRP.,
PA~NT.,DEPABTMENT,

Piftsburgh:,:p,a.,J[ay.1Jb,~~B5.
8.1809 (McQle!lan).
Hon.: J OHNL.,MoCLELLAN,
U.S.'Senate;
Washington, D.O.

DEAR MR. MOCLELLAN-: We', have, studied 'carefully -S~, 1809 dealing with.' the
disposition of rights' todnventiona-made under .Government R. & D.- contract.

We believe that nieotecttves sought are sound and that the approach taken is
such. generally speaking, that substantlal-beneflt should .resutt to the general
economy. the Govemment.vand contractors if tbesuoject tntt should-be enacted
into law and administered reasonably.

-It would only 'be-riatural,Isuppose,' that we -would'rprefer-some clianges in
specific language. We, therefore, take the liberty of suggesting some major
points where we thtnk confusion mayartse Or problems:-maydevelop-inadmin~
istering the bill if it should he enacted as introduced. .

Referrtng to eectton 3 (h)' ('5), .the'deteimdnatdon 'of reasonable terms- 'andcon
dlttons, and, perhaps, the granting 6f,'comPlllsorylicenses is placed in the hands
of the agency involved. It would 'seem to ue that it might beadvantageolls from
the,' Government standpoint U'S well'. aa rrom the public. benefit that the ,agency
head do 110 more than "supervise" the granting of such licenses. -In this manner,
the burden would he transferred from the agency head to 'the contractor in an
area where we believe the contractor would be more than happy to assume the
burden. It is suggested that lines 3 to 11 be revtsedas indicated in the following
wherein insertions are underllnedend deletions are .ltned out:
"terms andcorrditions subject to reviewby__ ee the agency head ~ j7i'esefi-ee
upon a determination made by such agency head; arter affording the opportunity
of aJrearmg to the o.wner of those rights, that (a) the-owner of those rights
has not exerted substantial efforts to bring the- invention to the point ofpractical
application and ('b), thepulllic Interest would beb,etter,'Served bY,reqwiring the
owner to license one 'or more -the ieseeeeete other' persons at Heeeeee fe-¥ tile to
pra-cti-ce €If that invention;"

Referring- to section 3(b) (8), we note that there is no excuse whatsoever
permitted for .fatllng-promptly.and fully. to report. an invention.. .In-view .of the
sertoua penalty : t.e.; forfeiture, involved .and. beeause.a-easonabla rnen can well
differ on reasonable time for, reporting as well a'S'whether, reporting is .requlred,
we would urge that, in line 12 .on page 6, .' there be-Inserted artee.me word
"knowingly" the words "and in bad.fa'lth". In support of 'the-above suggestion,
it .Ia noted that conceptions and fir-st; actual reductdone.to-practlce form the.basjs..
for repcrtdng. of. tnventtocs., As a quick glance, through hoard of Interference
and court decisions on Interference eltuationawtll. disclose, it is often not easy
to determinewhenaconeeptionhas been made'a-nd';\-vhenan:actualreducti-on to:
practice. has .. be-en. made. Many .Interferences- and'. court-'eases hinge on these
determinations and, since there is usually Involvedaquestlon orfurtgment wtth
respect to which.iattcrneya will differ; it is' believed that·a sorto-f"ruhf"o-f
reason" .should be applied in -thls-area and' that severe .penaltdes should. not be
enforced' unless an element of fraud. is present;

Referring' to .·.section:4(a}, the proposed-bdll-provldes: that the "agency 'head
shall acquire" certarn rtgtits..'. It may 'be that the rights; Involved are-not. worth,
acquiring and i:tmay -be useful from the' standpoint, of: economics, i,f for.no other
reasonj-that title be avoided and the necessity of, or at least: a decfslon concerning,
the ftllng of patent appllcatdons.be avoldsd.. You might like to-conslderJnsertdag
in line '20 on page 6 after the·wordc'!shall"thewords"reserve:the' right to".'

Referring -to section 4 (a) ,and more partdcule.rly. to the' criteria identified 'as
justifying the taking of principal rights, there are certain arnbrgutttes.oraeteast
certain.degrees 'Of indefiniteness whtehc-tn our optnton.iareHkely to cause future
problems.'..,.

Referring to sUbparagraph'(l),i,twoulds-eem to us of doubtful value for the
Government-toacqufrs, tttletoajl Juveuttona made merelybeoause-the-Invention.
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may be :t.'emUiMc('+of:)ise:))'y':'govern:menbll regulations. In this connection, we
would .distiuguis:h1,fol', 'example, between a contract having as an object an im
provement-'or'cost--redu8ion'or-some other minor modification of a, well-known
drug such as "aspirin" as distinguished from research directed toa--si,gnificalitlY"
important-medical advance such as a cancer cure. 'I'he .same 'approach .Is, appli
cable to _subparagraph (2) where you might distinguish between an improvement
in stair treads to minimize the danger of slipping as comparedrwlth a-device
for.,a:bsolutely preventing colllstone between vehtctes.. 't'o.sorten the impact on
contractors- without -disadvantaging -the public; -both: of "these_criteria,might be
restricted .. to.dmprovementa or inventions of critical: stgntucancefn connection
with, the end objective.

'I'hus.vreferrtng-to section4(a) (1), we suggest inserting in line 3, page 7 after
the word "regulations" the words "provtdedvthat such .products; processes, or
methods .are or crtttcal atgnlneance arid that no reasonably competitive item is
readily available."

In line,5"page 7 (sec.4(a) (2) )"we urge:ilisertionfollowing"concern" the,
words "and are of critical signtflcance in connection with,"

Further, wtth respect to section4(a) (2), the wordJ'welfare" is so general as
to be .indeflntte ; we recommend deletion of that word. ...-

Referring to subparagraph (3) under section 4(a), there will. certainly be some
difficulty in determining whether the Government is the prlnctpalor prtme de
veloper of a:fi~ld., For this reason, we Would .urge consideration of lfmttleg the
application. of' this subparagraph. to those situations .wherein the Government
has been "substantially.the sole" developer.

Again, in this same subparagraph, the Government lllayacquire greater rights
whenever the invention "might"conferonthe contractor a "preferred or domi
nant position." It can be .argued and has been argued under the present DOD
regulations that every patent confers a preferred position. . Indeed, this is the
purpose of the grant of a patent. It is not this sont of preferred position which
you have in mind, lam sure, and, shntlarly, others who have .proposed this type
of language have :not had this kind .or dominance in mind-. Therefore, it is
believed that it would be .helpful-to reword this criterion as ,follows:
"rights at the time of contracting is likely 'to confer on the contractor a dominant
position ;".

Referrfng to .eectton r, we' note the possibilUy'that the agency 'head rilaydirect .
the tssuance-cf-a patent to the 'Government-In situations' where" the' contractor
has already: filed, a Pl1tent applica,?-on. We'would urge constderation.of suitable
reimbursement to the contractor tn such a situation;

Referring to" sectlonBcwe: 'wouldantiCip'atecorisiderable' protest "or"'af least
adversecomment ccncemtng the requirement that .agency'.heada uhall affirma
tively protect and preserve-the propeety-rtghta of the-Dntted 'State's' in patents
owned by the United .Btates. It could be-argued that the property right carries
the privilege of protection and' preserV'arti0n and, therefore, it would be-better
not-to Insjstthat .theGovernment prosecute U.S. citizens for using patents-issued
for the'beneflt.of the.Tl.S. public at large. '

wttn-reepeetto section. 8(h) ',:tt is uotedfhat 'the agency head-cannot In-tact
grant .an-exctustve license because' the .ccntractor .Is granted .a reserved -non
exclusive license and presumably the -Governmentehould: retatna-nonexclusfve
ltcense for-Its 'own governmental operatlons.idn this area.Leo exclustve licensing,
we would: urge 'R careful study be made because,' atflrstclrought, it 'appears to
be', repugnant' to 'argue" that-the. public benefit .requfrea ,the taking, of: exclusive
rights .from the, contractor only to; In-tum, pass-en . those '. exclusive 'rights 'to
another Citizen or ,U.S.-based finn;' It' is::'fo~·this reason: -that. manY":,believe
that a"ny citizen who wishes to use·a·Goveim.ment~held'patent'should'beentitled
to a rreejuouexcluetve license. . .' , . ' ' . , , ,". ",,"

Referring to' lines: 10 and: ra on page,15.-.the ltcenaeprovlded-thereln. 'riray :be
granted 'with, or without the' pavmentor.royaltv tothei United 'Btates.c.Some or
us fear that this type of language can lead to governmental regulation 'of .in
dustry"byc,:detern1iIiing·who. can have a license andbow much' he: enavhave: to
pay~;·. ~ It. haatbeen .advocated.vror. example; tb:at' the,'Governtnentgrant'exclusive·
licenses to a small company to help it grow larger and then when It is large
enough to stand on its own feet, the license would be taken away and given to
someone else or the royalty rate would be. increased or some other step taken to
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remove wny advantage it might have. Many fear this type of Government entry
into the control of the business of the Nation.

Referring to section 9, provision is made in subsection (b) that a report and
summary of findings be made with respect to those inventions wherein the agency
involved has acquired no greater rights than a royalty-free license. No such
reporting is required when title is taken. In order to avoid the burden of mak
trig reports under license situations, contracting officers may well have a tendency
to press for taking title wherever possible in order to avoid this reporting func
tion. Moreover, for the reports to be of greatest value to Congress, it. would
seem that similar reports should be made with respect to situations where the
Government has taken the principal rights. For example, such reports would
be valuable in determining whether the various agencies are reasonably apply
iug the various criteria. Therefore, we would suggest the insertion of a sub
section reading-as follows:

"The number and general nature of such inventions with respect to which the
agency acquired greater rtgbts than a royalty-free license in accordance with
section 4 and a summary of the findings of fact upon which a determlantton of
the ap-plicabilityof sections 4(a) (1), (2), (3), or (4) was based."

We sincerely hope that the foregoing will be of some assistance to you.
Very truly yours,

T.L.BoWEs,
General Patent Ocunsel.

Senator JOHN MCCLELLAN,
Senate SUDcommittee on Patents,
lVnshington, D.O.:

I regret my inability to appear in person before your committee for I spent,
mnnv months during my term as President Kennedy's science adviser exploring
facets of Federal patent policy. Sound Government policy must be flexible
enough to satisfy both private and public interest to provide maximum uvatl
ability of invention and technology for defense, and maximum incentives for
economic development as well. The patent policy memorandum of October 10,
1963, reflected a careful effort-to balance these requirements. It was the product
of coordinated study of the Government agencies which must enlist contractor's
to perform their functions and had the endorsement of those agencies.

McClellan bill S. 1809 would implement 'this balanced and equitable policy, if
possible, I would appreciate having-my 1963 testimony and responses to ques
tjons before Senator Long entered as testimony for your hearings.

J. B. WmsNEN,
Dean, School at Science, MIT.
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