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/11 v "' C&G'<A.k;"H_~4A. .j J.o~.o,~(j4. S~~.~ ,...,-
The invitation and opportunity to participate in the hearings on

S. 1215 and present the views of academia is much appreciated.

My remarks today are made on behalf of the University of Wisconsin

~Wh.ieh-i:s-rarrkeu-among-the·-top-t€l1-un.i¥@'l'S-it-i€,S..in,..the-·C0untry..for-academic
~ . .

cxuoll:errcenthe American Council on Education which is the nation's largest

. t' f 11 d'" r: " . . "aSSOCla lon 0 co eges an umversltlcs'LnUffluer-mg-amoug-Jts··mem",ers

app:r;g.:Jill:rtate1y-l3.oo...institutians..oLhignex.e<JJJ.Qgl!QI!,._f.Q..!L<ttiQ!1aLand..regional

~-it>fts-; aIId 8B-aH4l-iated-iust-it-tlt-l.Bus-and-or.ganizat-ions..Geuce;r.ned.with

higB.e~uea:ti:On~in4:he-Hl'li"e€l-£t.a.t@oSlthe Committee on Government Relations

of the National Association of College and University Business Officers[wh4c-h­

GGmmitooe issuppor-tea-by--H-9-l-eaE14Hg-un-iv.@.:r;s·it-ies-w-hiGB.,,-a-s·.fl-g:r;o&p,.are.

tl:J.e-rectpient-s-ef-o:v.e;r-9-G;r'o0f-the-furrds"1'mfde-ava:i:l:a:J:rte-ro-h:i:gl:re1"<.'!ducat-1:0n

tIl! omdr con-trael:s-al'ld gr antSt'orm:1entifi:e--3Gt.i,v;.i.ties0md the Society of

University Patent Administrators, ~a-prefesSi0f1:a'l:--seeiet-Y-e>f
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I have been engaged in the transfer of technology from the university

iimd patents iB CQBR<;l-Gt;.iefi-w1t-4.~\te:c.ai~·B,iGll...DillJL.e-(,}t1flt.g..,J,.J,.l"

memBers eOfillecrud WiL~separat:e-a&iv~e.s.

are certain strong beliefs Which have been amply reinforced by the experience

j for the Wisconsin AlumniResearchFoundation, Which Foundation functions

as the invention and patent administrative arm of the University of Wisconsin,

~
-Q:;, environment to the public sector for the past 19 years as Patent Counsel

j and have drawn .upon that experience as well as the experience of numerous
~
;'J
U colleagues of mine Who have been similarly engaged. for these remarks.

• C ,....._~

,S Fundamental to the position of the university community with regard""u
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~J..2? ,.) to the disposition of property rights resulting from research and development
\~ e;; ,

\ ,j., ,..-'

~ c4 ~' activities sponsored and funded in whole or in part by the Federal Government
\ '-> ,n "Q/

~ ,?Jeve? of many years. Among these are the following:
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<'57)J L S -in4i:v-i:tlua:1151iJ1-6Iwh'Om-mrs-se-me-respons-i:l:l1:1:1ty-fen-admintmenng inventions

+~ ,j

1. that the patent system, imperfect though it may be, is the

key to the conversion of scientific knowlc;ldge into production

benefitting human welfare;

2. that, as stated by Chi<;if J\ldge Markc;ly of the CCPA, no institution

has donc;l so much for so many with so little public and judicial

undc;lrstanding as has the American patent system;

3. that the basic consideration in the disposition of intellc;lctual
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property rights should not be whether the Government or

the contractor should take title to such property when it

is generated in whole or in part with GoVernment funding

but, in whose hands will the vestiture of primary rights to

invention serve to transfer the inventive technology most

quickly to the public for its use and benefit;

4. that the absence of a uniform government patent policy has

been a serious disincentive to successful technology transfer

from the university to the public and has, in fact, often

deprived the public of the fruits of basic research;

5. that the absence of a uniform government patent policy which

reflects and supports our system of free enterprise ilas

helped to put the U. S. at peril in the world economic scene;

6. that science has over the years been made increasingly

subservient to politics, with decisions being made not on

scientific facts but on political opportunity;

7. that the talent of invention must be given the maximum·

encouragement by providing the inventor and the process

of technology transfer all necessary stimuli to inventive
~"e

and innovatien activity in a free enterprise environment;
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words, the technology must somehow be transferred to the public sector.

In a free enterprise system such transfer is normally accomplished

as the result of pertinent and appropriate activities of private enterprise.

Since such activities obviously entail the commitment and expenditure of

substantial monies -- it has been estimated at 10 times or more of the

amount needed to make, the invention ~~adequate and appropriate. incentives

to such commitment and expenditures must be. afforded. Consequently,

and since the patent system provides such incentives and is the most

viable vehicle for accomplishing the transfer of technology, full and

careful consideration must be given to the making of any patent policy which

will affect the transfer of technology that has been generated in whole or

in part by Government funded research.

One can truthfully say that at be~ the Government patent policy has

been non-uniform and at worst has been a non-policy with the result that--_....._.-
some 20 or more policies have developed, generally on an Agency-by-Agency

basis and which have not been even necessarily uniformly applied. At the one

extreme, some of the Agencies advocated the "title" policy. At the other

extreme was those Agencies advocating the "license" policy. There were

also many and varied policies between those two extremes.

Gove;l1fJ.mental agepcies operating under the,,:'title" policY inst$te(~/
/ ,f)'i.'''''''·'' . ,ii"/'-"""'c ,'<"//. ////'/', . ,/?/ ,,/

on acquifing title to/all contrac~.7·generatedIf')1ventions ~nd pateI}ts on ,phem,

~
" " . /' f //,t .1" ./" ,/ //. -'

inc} ding inven~~6ns which ,Ire only in51dEmtai to She majofpurpq~ of the
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contract, and the[l dedicated them to/the public t]:JTo~gh publj,c-ation, or by
/,.- .:/ >,/ ..;/' .. ,,? .. /~

/- ,,' /' . , /" ,,' /'. ,/"/'.,/ . . >-'- .//'.' ,/.? ~/ .' ./

offering ,a, l:"?~nSe on. a none,x~;.\lSiVe, roy~)~y~free b~;~S'un,lderr patents ,

Ob<ain'/" ill i bo req""id i<. The}'gumen, 7' thor al,,{he,e~in".
inclu,d}rig the", ,incidental ~nventions", ~hould be ,a9qUired'f~useZtey had

. / -/', f~:" /' ,/'.i) " ',' "
f .' . ,"

beeon "paid/for" by th7/Government and shoul<;I' therefore be OW!) d by the
/., , '
1/ . 1

Government. .
I ..,' t

. ~gen~r1lch i"',"d 'reen$< !",licy" parniltted<he"'r
....... "'07""' · ...·7 'oveo7' and p;';-" "I~.4und~he ceo r"C,.

while re,,,,.ing "l"Mry."!e lieen,!',n 'he9""",rnn0ntto pr""'ice the

inven~~ for GjYernmetnt11 purposef The ,teory wtch these /Agencies

appl~~d was~tha't, inventio· s and paF,~nts arJ.0only incidental to ~he specific

., d dlf dl . Id ' I ..r pro ucts j' ntracte / r or an t at eqmtYl em~

tj;ian a roy~lty-fre~right for the Govern ent to use the inventions.
/- j"'

// /-,' J"'\

Since jVithin the u ,i\Tersities, more often thi; not, an ir,}v;~tigation
J/ /' ,/ I' I'

. .;,/. . /_" /' I' . /
IS carnL0ut WIth f ds acquiljd under gra/s or contracrwlth mOJe

than 7 Govern ,ent Agenc}j!and perhap,i~lsOwith cO-!j"lngled fUu&s

:;zr.ved fronv6ther sEurs, the uncerjilinties as to thelapPlicab{patent
, 1/1

icy militated stro y against the/~uccessfultransfer of the technology
/

1See• Public Citizen v. Sampson, 379F Supp. 662 (D. D. C. 1924) aff'd,
515 F. 2d 1018 (D.C. Cir. 1975); Press release by Senator Gaylord Nelson
(Wis. ) of the Senate Monopoly Subcommittee of the Senate Small Business
Committee on Dec. 9, 1977 re the Government giving rights to inventions
to contractors; Also, hearings held by Senator Nelson on GSA proposed .
changes in the FPR issued March 18, 1978; Hearings before the Subcommittee
on Monopoly and anticompetitive Activities of the select Committee on Small
Business United States Senate, 95th Congress, 2nd Session on Government
Patent policies, May 22, 23, June 20, 21 and 26,1978.

. ;;
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'G""v€Jle~aliy~-amnn.11St?tfiifur-t:Uflat€J~~ffiest-F€lStFiCt~Y"·

:r~.~~~ce, .he.le;,~74i¥@. .
. ~lra:rl-acl~€£.I€JGt-0B.-:'OOsfule t! H).'rS':fe'f'OfLhB

/ r
;6S;hfudugy 10 rhe PUOll&.fIt has been the experience of years within the

universities that the more "title" oriented an Agency is tOW'f!rd inventions

and patents generated under its funding the less the likelihood exists that-...
the technology will be successfully transferred for the public benefit.

. ~~~~~~An jnt:erestjng CQmparjso~selilIes was =: ~ridge
House in iM· 1368studi ~ C:;ov:€l:t illuent-funded patents pUt into Mse i:B: 1~'57

aDd 196£. It was found that contractor~heldinventions were 10.7 times

as likely as Government-held inventions to be utilized in products or

processes employed in the private sector for the benefit of the public.
~ ~.

MQ,F€lO¥eT. ,15ased upon experience. F?iI?l;:i: 0I1*y under the Institutional

Patent Agreements as between universities and non-profit organizations

on the one hand and the Department of Health. Education. and Welfare

and the National Science Foundation on the other hand. there is no reason

to suspect that a different conclusion would be reached today.

It seems axiomatic that since the patent system was created as an

incentive to invent, develop and exploit new technology - to promote

science and useful arts for the public benefit - when the Government holds

the patent under the aegis that the inventions of the patent should be freely

2Harbridge House Inc.• Government Patent Policy Study for the FCST
Committee on Government Patent Policy. May 15, 1968.
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available to all, much the same as if the disclosure of the invention had

been merely published, the patent system cannot operate in the manner

in which it was intended. The incentives inherent in the right to exclude

conferred upon the private owner of a patent, and which are the inducement

.to development efforts, are simply not available.

Although for some 20 or more years the argument swirling about

the ownership of inventions made. in whole or in part with Government

funds was lodged in rhetoriC and not in fact, since 1968, after the first

of the new Institutional Patent Agreements was made with the Department
,

of Health, Education, and Welfare, a body of eVidence has been. building

which we believe clearly establishes that the universities have been

highly successful in transferring technology left with them through Jicensing

under patents while the attempts to license Government-owned inventions

has been singularly unsuccessful. Moreover, and of direct importance
\.,;..

to the economic well-being of the United States, is the fact that the

Government patent policy has made much of the technology generated

with Federal funding available without charge or restriction to foreign

countries and companies who have very successfully utilized such

technology to capture from their U. S. competitors large segments of

various markets. The inevitable result was, of course, an increasing

balance of trade deficit.
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provisions which will protect the contractor against~rbitraryacts by

Agency individuals which might deny the rights in the contractor or delay,
the effort to transfer the technology. To that end it should not provide

for the surrender of background patents and should not have cbmpulsory

licensing provisions. Also, from the university viewpoint, given the

fact that most university-generated inventions are embryonic in nature

arid require a great deal of development and further, that they are often

ahead of their time in a commercial sense, and given the absence of

evidence of abuses in the administration of inventions generated in whole

or in part with Government funds, and the neeCi for exclusivity in order

to convey some exclusivity as an incentive to development, the university

community does not favor a limitation on the contractor's exclusive

rights man invention.

The inclusion of a reasonable. paYback provision in such a bill

would be acceptable tb the universities, although the return to the public

and the country from a successful technology transfer interms of tangible

monies from taxes, such as corporate and individual income taxes, and

from foreign sources in licensing and know~howfees, a~d in intangible
,

benefits, such as in the successful treatment or preventibn of disease~

or improvements in the quality of life, makes the concern about payback

rather insignificant. Moreover, and as was mentioned before, the cost
, .
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The university community, in espousing an enlightened uniform

Government patent policy which will provide an incentive to the transfer

of technology, philosophically believes that such policy should apply to all

Government contracts. As a practical matter" however, the greater need

for the patent incentive lies primarily with the universities'; nonprofit

organizations and small business. Technology transfer by universit,ies

and nonprofits depends entirely on the underlying patent position, and for
(..

small business the patent right is an important element in its ability to

compete. Nor should such a policy differentiate as between research and

development results which are intended for the Government's own use and

those which are, intended for civilian purposes. It must be presumed in

both situations, as pointed out earlier, that the goal of research and

development is to generate processes, products and techniques which

will become available to and benefit society in general.

In the light of the performance data and information available from

experience with the Institutional Patent Agreements there is little doubt

in the university community that a uniform Government patent policy under

which the contractor has the first option to acqUire title to inventions made

'.in whole or in part with Government funds will provide the maximum

stimulus to invention and innovation and be in the best interest of the

pUblic and of the United States.

We also firmly believe that such a bill should contain appropriate
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of development of an invention to the market is many times the cost of

making the invention originally and any payback should reflect the

relative risk dollar equities inVOlved and also reflect the fact that

inventions are almost always incidental to the Federally funded research

objective.

Turning now to the .specific provisions of S. 1215, the university

community has some recommendations which, based upon many years

of experience with the technology transfer process and the interrelationship

with the Government, will improve the bill. These are set out below.

Section 103 Definitions

The definition of a "qualified tec~nology transfer program" in

Section 103(13) is drafted so that it is intended to include the five separate

requirements listed. If the technology transfer program responds to the

five criteria listed (with the revisions suggested below), the program should

be considered to be qualified. The word "includes" leaves the requirement

for a qualified program open-ended and susceptible to inclusion of a number

of other qualifications, perhaps even an agency-by-agency determination

of such qualifications. This could easily frustrate the desire for uniformity.

We recommend changing the word "procedures" in Section 103(13) (iii)

and (iv) to "provisions" and in (v) delete the words "an active and effective

promotional" and insert "a viable. "
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Section 201 Implementation and
Section 202 Agency Technology Utilization Program

Reservations were expressed about the provisions of Section 201

with all the indicated functions to be performed by the Secretary of

Commerce. This along with the provisions 0{ Section 202, relating to

development and implementation of Technology Utilization Programs

within each agency would likely resultin building an unnecessary

bureaucracy with all of its attendant paperwork and adminiStrative

problems. Notwithstanding the provisionS of Section 301(b), the pro-

visions of Sections 201 and 202 may promote a greater tendency by an

agency to except inventions under the provisions of Section 201(3) at the

time of contracting, with a view of later utilizing Section 303 after an

invention has beenidemified. It is our opinion that this could be cOnstrued

to permit acase-by-case determination of patent title in each agency that

establishes a technology transfer program. We know from experience

that case-by-case determination procedures are unworkable.

These sections should be 'either deleted or carefully circumscribed

to prevent use not anticipated by the bill.

Section 301 Rights of the Government
'~

We recommend that Section 301 state a positive presumption of title

to the contractor and then list the exemptions.
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Throughout our consideration of the provisions of S. 1215 we

have had in mind the words of Adam Smith:

"The uniform, constant, and uninterrupted effort of every

man to better his condition ... is frequently powerful enough

to maintain the natural progress of things toward improve-

ment, in spite both of the extravagance of government and

of the greatest errors of administration. "

Wealth of Nations, 1776

We look upon S. 1215 as an effort and perhaps means to curb

both the extravagance of Government and its errors of administration

in addressing technolgical innovation.

Thank you for the opportunity to express these views.

Mr. Chairman, with your permission 1 would like to submit an

additional document for inclusion in the record. This is a paper entitled:

Public Patents - Public Benefit
Synonyms or Antonyms?

which 1 prepared for. a meeting of the State Bar of Wisconsin and which

discusses the impact of Government patent policy on competition, innovation,

public health, economic growth and jobs, and foreign competition.
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