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Mr Stuart Elzenstat ASSlStant to the PreSLdent

for Domestic Affalrs & Policy -
Frank Press, Science Adv1sor to the PreSLdent
Re: The Thornton Bill, H.R. 8596
Dear Mr. Eizenstat-and Dr. PfeSs*
The statements and oplnlons contalned in thls letter repre—;
sent the views of the American Council on ‘Education, the Associa-

tion of American Universities, the National Association of College

" and University Business Officers, the Land Grant Colleges, and

the Society of University Patent Administrators. These organi-

zations all have institutional members involved in the transfer

of education-developed technology into public use. 'Thé nember-

| ship of these orgénizations performs nearly 100% of the basic

research done in_the_U. S. at the university level. Your thought-
ful consideration and careful evaluation of the arguments pre-

sented herein is respectfully requested;' _

Three major approaches tq_vaernment patent policy, set

-forth below, have heen advocated. ’ One} the so-called "license®

policy is embodied in H. R. 8596. The second, has been termed

the "title" policy, and the third the "deferred determination®

-approach;

1. License policy. Under this approach, and as provided

" in the Thornton bill, as a normal rule contractors and grantors

would be allowed to retain titlé to'inventions made under Govern-

ment support subject tc a license to the‘vaernment and"mérchéin

.rights..'In special cases, a'defefred-determination, number'(3l



below, would be required.

QJE'Titieiﬁoiicy . Under‘this approechfthe contractor would
be required to'egree'to_transfer title to thefGorernment in alll_
- inventions made under a grant or a contract. The Government;
in turn, could emthel dedlcate the invention to the publlc
| . or seek patent protectlon 1n the name of the

Government.

3. Deferred Determination. Under this aﬁproaCh individnal
agencies would select the type of”patent‘clause'to be_dsed in
 grants and contracts. Depending uponrthe.manner‘in-Whioh the.
aéencj poiicy-is=formed,'there mey or may not be presumptions
for or aoainst the taking of title by the Government;_ This
epprOach, in contrast to (lf and (Zj_above produces a high
degree of.uncertainty and veriability in treeting'even_ciosely
;releted inventions among thelrariouslcontrecting agencies,

As a matter ofrhistorical oerSpective,'it shouid.behnoted
'-'that-ell_three approaches have-been.used in the past thirtymfive
hyeare during which the_Government'has heen involved in sponsored
"research andhdevelopment. For almost the entire perlod there
have ‘been substantial amblgultles and uncertalntles on the part
of government contractors with respect to what constltutes _
Government pollcy. And there have been great differences of
oplnlon between the advocates of these approaches. Parenthetl-
cally lt should be noted that deferred determination was never
really a policy but is more a compromlse between the other two
':approaches.' In retroepect it appears that both of the opposmng

poSitions,'license'and'title’have_been motivated by concerns .



for.theaWideﬁavailabiiitYxqf';eeearctheSults.paidffor-with'
_."publlc funds. .Tﬁe'if d.iffere'iic.e‘s‘ have 'stem'me'.d" from théir.aiffef-
__lng perspectlves as to what constltutes the essence of Govern— :
'ment.research and how its results~should be'made widely avail-~
‘able'to the'publie; The organlzatlons represented hereln are
conV1nced that an examlnatlon of the record of the past thlrty- '
flve'years_demonstrates_conclu81vely that the 11cense pollcy
is m@re"attuned to thetattainment_Cf national-objectivesf For
an inwdepth'aiSCuesion_of this aspect:pleaee-see-the'paper |
“Analjtical Basis fof The'Uaiversity Position on H.R. 8596",-
February 1978} enclosed. . _ |

Generaliy'speakihg, the'license advecates have‘espdused
the'position that:given the incehtives set forth in the_pateht
:system and emquied in an highly_prodactive econcomic system,
a'reSearch_diseeveries Will-find_their Way into the marketplace_
andginto public use,.and that increased employﬁent,.more tax
revenue, an~upward-progressioﬁ'in.the standafd'of living,.more
) coﬁpetitive exports.and a higher'levei of public health will
- result. | | | |
The title,advocates take thé.positien that the Government.
‘must own and control what public funds.pay for. .Their bosition, 
with its nonexclusive licensing proviéions, is founded on |
_the implied premise_that unless all are aesured'a share;,'
'ao.ene‘shall.haVe'a share.  The Constitution does not make that
1§uarantee nor does subseqﬁent legislatien; " But the'Consti—
_tutlon does prov1de for a llmlted term monepoly to foster

patents and 1nventlon and the word patent“ 1n 1ts ba51c sense -
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meanszto_be open for observation. 'Cleariy new knowledge is a
benefit to all, including competitors of the owner of an idea.
'Thé founding fathers in their_great'preéﬁience”realized, as the
title advocates ap@aréntly do_nét, that it is wise to trade a
‘short period of éﬁclusivity and 1imi£ed mbnopoly in order to
have.fhe knowleage éohtained in a patentfpublicly known: The
title advécates'seem to have little or nb regard in their think~.
ing for the costs involved and the 1ncent1ves requlred to encour»
age r;sk—tak;ng in neW'ventures. Wlthout such risk- taklng and
the successful 1auﬁching of new_ventures.and new products there
-‘caﬁ be no profits; 'And‘profits are the fouhtainhead that allows
our society to function. 'if is only through the efforts 6f the
- entrepreneurial componenté of our sbciety ana the profits it
.genefates that taxes can be levied and dénations made to éarry-
on the vast array of worthwhile activitigs perfbrmed by Govérn—
ment and those of'us-injthe ?dblic non-pfofit éector. It is
' important that such an enVironment‘bé_maintained live and well.
"It is the thesis.of this preséntation that'the titié philo-
sophy is myoplc, is far too narrow, 1s economlcally restrictive,
and upon careful ana1y51s, does not even serve the best 1nteresté
of the Government. Further, the wide ut;llzatlon of discoveries
fostered by the license approach is the énly way that the billions
of Féderal research dollars expendéd annﬁally can provi&e reseafch
leldends to whlch,the populace is. antltled by virtue of thelr'
input of tax money.-
l Government research has been ClaSSlfled by the Natlonal

Science Foundation into three categorles, ‘basic research;_applied

e, .




research,and development

1. Applled reSearchJ Sequentiaily_applied research -

usually follows basic research and precedeS‘developmeﬁt, it will
be treated first.hefein,'more“or leSS'te set the topic aside. |
Many.advocates of the license policy from the educatiohal'COmmu-
.ﬁity are'involved in or aseociated with'basie research{ the
| edvocates of the title policy are.usually acquainted with large".
'Government'development_efforts. These.two groups are; respec-
tively; the proponente and oppdnehts of ﬁ;R; 8596. The circﬁm—
 stances set forth in (2) and (3) below,'may; in'part; suggest
why these opposing attithdes‘exist. ‘Neverthelees; applied research
'-involvee the assessing of coecepts discovered in basic research
to determine they.can be'utilired on proﬁlems in the real world.
Once thlS is ascertained and it is de01ded to apply the flndlngs,
development ensues. Obviously, there are dlfflcultles and gray
areas in determining where one type of research effort begins and
_another ends..'In.aﬁy event, the argﬁments'that apply to trans-
'ferrinq'Government discoveries into publlc use are | equally’ -
wr Bl Q he e Sanlafy BNaas s
relevant to applled research as well as the other two categorles.g

2. Basic research is directed to the seeklng of new know-

ledge. It amounts to about 30% of the total Federal extramural
research and'develqpment budget. " The erganizations that'arer
,-generally engaged in basic researchlinclude Universities_and
other nonprofit:reSearch.organizatioﬁs with no commercial posi-
tion or outreach. Their mandete.under Governmeﬁt funding is,_in

most cases, to undertake studies intended to generate knowledge



_rather than products. Inventrons flowrng tlerefrom, lf any,
B aref fortuitous,happenlngs that take place in those'lnstanceS'
,where'tne:scientiSt-inventor has the ability-to.see some'special'
relationShip between his scholarly work product and‘a‘public
need. ‘This need 1s usually satisfied by involving a commercial
;concern., |
At the discovery stage these 1nventrons are _usually in-

an embryonlc state. If the pupllc is to benefit'from the avail_
.ability of the inventions-someone, wltﬁ private'capital,”will ‘
have to undertake some rlsks. EIt is estimated that the costs.
-of brlnglng an invention to the marketplace are ten tlmes the
cost of making the invention. The introduction of products based
upon 1nventlons from- Federally flnanced basic research generally
requires two glant steps, flrst through applled research and then
through development, either product or . process but sometimes both
plus market development, Basrc research often results in pro-
ducts that requlre regulatory agency clearance, e.g., by the

F.D. A., E.P. A or U.S. D A.,_before marketlng._ These are hurdles
‘that must be surmounted over and above the aforementloned two
major steps. They consume a great deal of tlme and seemlngly
.dendless amounts of money, glven regulatory boards predilections
for certalnty._ The movement of research results into publlc use,
regardlessrof its_or;gln,'always requires the,commltment of capi-
.tal'loccasionally'in'the millions. ?rivate'rather than ouolic
sources of funds must be utlllzed because inventions from basrc

or even applied research are seldom related to the grantlng agenc1es,



essential mlsslons -~ there are few agency'm1551on requlrements to
~generate products for publlc use = and thus do not quallfy for
-~ further fundlng. The risks of fallure to reach,the market or
of early obsolescence are hlgh ‘and ever—present in new products
further disqualifying them from publlc funds . Thus a hlgh
degree of flnanc1al rlsks exists for a new product lnnovater
whenever he attempts to bring out a new product. ThlS'condltlon
'applies to basic, applied ahd development.inventions. ‘All such‘
ideas need'tery careful end costly nurturing to'achieve success.
To bring forth sufficient ca?ital to overcome the inherent
erisks; the right.to make patent protection available to the risk-
taker for a sufficient period:of time to ellow recapture of the
investment plus yield a fair return for the risk, is aﬁ essen-
tial element in the technology utilization.scheme. Federal
agencies haviﬁg institutional patent'agreement.or employing.
license clauses ondet tﬁeit.reseatchegrants hase well developed.
.positions which not only fully pfétect all Government rights bﬁt
“allow the:incentiVes to necessary'fot'the public to benefit to
come forth. H.R. 8596 mandates such language and contract pro-
visions for research The educational communlty strongly endor-‘

sesrthls blll.

3.“DeVe1opment, by contrast; in_the_GoVernment context is.

| concerned with the creation to narrowly defined performaﬁce speci-~
'flcatlons of products requlred by the Government and dellvered to

it which are necessary to the accomplﬁshment of d951gneted agency
m1551on objectives. Development usually 1nvolves the procu*ement of

items for which Government is the sole customer, a. g., arma-—

- -



ments;fguidence'eystems; spaceoraft;_and-theflike;. It is -
usually‘-'conducted.By iaree'capital—intensive.organizations
in'the‘privateiseCtor, all of'thm havefcommercial.product_
lines,-and where'neeeSSery)patent_positions to protect the.mar—
'_keting of those'lines; DeVelopment; when'performed under_Govérn_
ment contract} is virtually risk—free; becauselcost overruns are
widely accepted'and reimbursed. Thus there is little or no
risk capital’ requlred of a contractor under a development con-
tract and no need to protect and investment - he has none other
than his plant and organizational-fecility — heving been funded
from the Government from the outset._ Further, most inventions made
.under a development contract ere likely to be directly‘related |
to the m1531on of the developlng agency and have no other use.
By all means Government should retain control over the m1551on—
related products of development (probably by securlty means)
but in such cases it is rather 1mmater1al Whether or not the
Government seeks patents in such inventions. SinCe there is no
commercial market for such inventionsv the right to‘exclude'others
to ensure rlskmtaklng, as allowed under a patent, is meanlngless,
as are any patentsthat may be pursued on- such inventions. LAs a
matter of public policy, it is submltted-that there should be no.
patents pursued on any invention thet“does_not have a hope'or |
prospect, ho&ever slight, of commercial utilization;jE
-HoweVer;there'are situations arising under development con-

tracts where inventions with commercial potential can arise. For .



LIRSV W

'exemple, in the development of a new submarlne perlscope it is
-concelvable that optical systems oould he involved hav1ng many
01v111an appllcatlons. When these lnventlons occur, we flnd
'the”fequiremeﬁts for risk capital very_similar to iuventions
-'hﬁﬁ flowing from basic research and the same apprOaches te handling
Lj;gphe'petents, i.e. the use of the licenselclauee;_pertein.

<

i A rather basic ruleucan thereby be stated and applied to

E :
é;ﬁ%;?E%EEOmmerCLally oriented inventions flowing from basic research,
;% :w} ??applled research or development' ‘Where risk capital is required
’?(ﬁ §§".‘i}and the assistance of prlvate enterprlse must be sollc1ted to
’% ' Ebrlng 1nventlons to the market, the appropriate 1ncent1ves in
fic? ;the form of patent protectlon to brlng forth that risk capital
E§ f.ENMSt be prov1ded. The license clause provides such 1ncent1ves
J g ¢ a and the Thornton blll embodles the requllement in leglslatlon.
’%ég:éemﬁ In spite of the Government operating since the 1940's under
: §.°é)2 _%patent provisions whlch in some cases granted title to the con-
é \5 3‘:% ;tractor,'lt has accumulated in lta own name about 30,000 patents
é@? 2 i'ﬁgas a result of its employment of the title clause. Until recent
?_@ 2 g’égyears these patents have been available to industry only on a non-
;;j s j“%exclu51ve basis. The result is that fewer than 5% of the Govern-
{_gbﬁ ment owned patents have been licensed, end'of thls 5%, only a

small portion have resulted in'commeroial products. An interest-
ing eomparison along these linee wes‘madeeby ﬁarbridge ﬁouse

in its 1968 study of Goverhmeut—funded patents.put into use in
l957hand 1%67. It was found ehat contrdctor —held lnventlons

were 10.7 times as likely as Government-held inventions to be



ut.Ll:Lzed :l.n products or- processes employed in the pr::.vate sector
'for the beneflt of the publlc,'a strong argument for the llcense".
-approach ‘embodied in the Thornton blll |

Given Government-wide adoption of the llcense clause under
H.R. 8596 it nevertheless would retain several march-in safeguards
| incorporated into this 1egislation to ensure that inventions
left with'contractors under 'a license clause would be available
for public.use.‘ These marchrin rights relate_to (a) non—use of
the invention (b) the:preSence'of enti—trust situations and prac-
. tices (¢) public.health.requirements'(d)pmandatory'licensing of
the invention after seven years. It is submitted'that.these_
retalned Governmental rlghts to intervene in llcense clause 51tu-
atlons are substantial and suff1c1ent to protect publlc avall—
ability to fruits of research in all foreseeable circumstances.

psince the early l960's_e few but pouerfully—situated'Title_
_in-the—Government'pr0ponents have shown an almost religious‘fer--
vor in the adherence to their advocacy. ﬁnlike religion, however,'
the determination of 1mportant Government policy must rest upon
-an objectlve analy51s of all available facts. In th1s regard,
those advocating the title approach should be required to demon-
strate with facts and with persuasive'logic the'merits of their
position. Merely being among the hlgh prlests 1n Government 1s
‘no longer sufflClent to glve thelr views credlblllty.

Over the years, the title posrtlon has been studled assi-
,duously by many members of organlzatlons represented in thlS'

lletter 1n order to determlne how senslble 1t would be as a Govern—'
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_méﬁtQWide:policy; Sinéeiitiié:clearly‘hot needed for'inVentioné
tha£ are?of use only to the‘Governmant, ahdAit does; in fact;
inhibi£ activity in situations involving hongovernment pro-
ductSsWhere'the‘calling forth of risk capital is required;_it
'appéars to be clearly counterprodﬁctivefto the utilization

outside of Government of the.products.df Governﬁent research,
Acéordingly, we collectively urge thét the liceﬁsé bosition be
adopted as standard Government pétent'pélicy and that the

0ffice of‘Thé President place its firm support behind the Thornton
~ton Bill, H.R. 8596.

Respectfully submitted,

American Council on Education .

Association of American Universities

Naticnal Association of College
and University Business Officers

Land Grant Colleges

Society of University Patent Administrator:

~1Y




