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.UNIYERSITY AND SMALL BUSIN~S~ PATENT PROCEDURES ACT

THANK YOU FOR INVITING ME TO TESTIFY ON "THE UNIVERSITY

AND SMALL BUSINESS PATENT PROCEDURES ACT,"

ONE STATED PURPOSE OF THE BILL IS TO ESTABLISH A UNIFORM

FEDERAL PATENT PROCEDURE FOR SMALL BUSINESSES AND \.lNIVERSITIES.

As I UNDERSTAND IT J THE BI LL PROVIDES THAT J IN ALMOST ALL

CASES J SMALL BUSINESSES AND UNI~ERSITIES MAY ELECT TO RETAIN

TITLE TO INVENTIONS DEVELOPED UNDER THEIR GOVERNMENT CONTRACTS;

THE GOVERNMENT KEEPS A NONEXCLUSIVE LICENSE TO USE THE

INVENTION FOR BOVERNMENT PURPOSES.

IF THE GOVERNMENT SUBSEQUENTLY DETERMINES THAT THE

CONTRACTOR IS NOT EFFECTIVELY TAKING STEPS TO ACHIEVE

PRACTICAL APPLICATION OF THE INVENTION WITHIN A REASONABLE

TIME; THE GOVERNMENT WOULD HAVE SO-CALLED "MARCH-IN RIGHTS"J

UNDER WHICH THE GOVERNMENT CAN REQUIRE THE PATENT HOLDER TO

LICENSE THE INVENTION TO OTHERS,

IF IN 10 YEARS A SMALL BUSINESS OR UNIVERSITY MAKES MORE

THAN $250 J OOO IN AFTER-TAX PROFITS FROM LICENSING THE

INVENTION J OR $2 J OOO J OOO ON SALES OF PRODUCTS INCORPORATING

~HE INVENTIONJ THE GOVERNMENT IS ENTITLED TO A SHARE OF ALL
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ADDITIONAL PROCEEDS UP TO THE AMOUNT OF GOVERNMENT FUNDS

SPENT IN MAKING THE INVENTION.

IN MY OPINION, GOVERNMENT CONTRACTORS - INCLUDING SMALL

BUSINESSES AND UNIVERSITIES - SHOULD HQL BE GIVEN TITLE TO
. ~ ~"_.- ..

INVENTIONS DEVELOPED AT GOVERNMENT EXPENSE, THESE INVENTIONS

ARE PAID FOR BY THE PIJBLIC AND THEREFORE SHOULD BE AVAILABLE

FOR ANY CITZEN TO USE OR NOT AS HE SEES FIT.

IN PRIVATE INDUSTRY, THE COMPANY THAT PAYS FOR THE "WORK

GENERALLY GETS THE PATENT RIGHTS, SIMILARLY, COMPANIES

GENERALLY CLAIM TITLE TO THE INVENTIONS OF THEIR EMPLOYEES

ON THE BASIS THAT THE COMPANY PAYS THEIR WAGES. IN DOING

BUSINESS WITH THE GOVERNMENT, HOWEVER, THESE SAME COMPANIES

REVERSE THE STANDARD, CONTENDING THAT THE PATENT RIGHTS SHOULD

BELONG TO THE ONE WHO COMES UP WITH THE IDEA, NOT THE ONE

WHO FOOTS THE BILL.

IN RATIONALIZING THEIR CLAIM FOR TITLE OR EXCLUSIVE

RIGHTS TO GOVERNMENT FINANCED INVENTIONS, CONTRACTORS OFTEN

USE THE AGE OLD ARGUMENTS OF THE PATENT LOBBY; THEY CLAIM

THAT THE GOVERNMENT.IS STIFLING TECHNOLOGY BY RETAINING TITLE
-29

TO APPROXIMATELY~OOO PATENTS; THAT THESE PATENTS REFLECT

WORTHWHILE IDEAS THAT ARE NOT BEING USED; THAT WITHOUT

PATENT PROTECTION COMPANIES WILL NOT COMMERCIALIZE THESE

INVENTIONS; AND THAT THE PUBLIC THEREFORE DOES NOT GET THE

BENEFIiOF THE GOVERNMENT'S R&D EXPENDITURES.
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GENERALLY, THESE ARE THE ARGUMENTS OF PATENT LAWYERS,

CONTRACTORS, AND THOSE UNABLE TO FIND SPONSORS FOR THEIR

INVENTIONS. TRULY' GOOD IDEAS TEND TO BE USED, THE REASON

! SO MANY GOVERNMENT-OWNED AND PRIVATELY-OWNED PATENTS ARE NOT

USED STEMS FROM CONSIDERATIONS OTHER THAN THE NEED FOR

MONOPOLY PATENT RIGHTS.

A VAST MAJORITY OF PATENTS ARE OF LITTLE OR NO

SIGNIFICANCE. MANY COMPANIES SEEM TO FILE PATENTS DEFENSrVELY;

MEANING THAT THEY FILE NUMEROUS PATENTS FOR MINOR DETAILS

PRIMARILY TO KEEP SOMEONE ELSE FROM GETTING A PATENT IN THAT

AREA OR TO DISCOURAGE POTENTIAL COMPETITORS. SOME PEOPLE

FILE PATENTS AS STATUS SYMBOLS; OTHERS SIMPLY MISJUDGE THE

ATTRACTIVENESS OF THEIR IDEAS, THE PATENT OFFICE ITSELF, WHEN

IN DOUBT, TENDS TO PATENT QUESTIONABLE ITEMS ON THE ASSUMPTION

THAT, IF THE PATENT BECOMES IMPORTANT, THE VALIDITY OF THE

PATENT CAN BE TESTED IN COURT.

FINALLY, IT IS ALMOST IMPOSSIBLE TO TELL THE EXTENT TO

WHICH PATENTED INVENTIONS ARE BEING USED, PARTICULARLY IN

THE CASE OF GOVERNMENT--OWNED PATENTS, GOVERNMENT AGENCIES

DO NOT HAVE A REASON TO SEARCH FOR PATENT INFRINGEMENT, THE

GOVERNMENT, UNLIKE PRIVATE PARTIES, GENERALLY HAS NO DESIRE

TO PREVENT OTHERS FROM USING ITS INVENTIONS. THE REASONS THE

GOVERNMENT SHOULD TAKE TITLE TO THESE INVENTIONS ARE PRIMARILY

TO ENSURE THE GOVERNMENT IS NOT SUBSEQUENTLY BARRED BY

SOMEONE ELSE/S PATENT FROM USING THE IDEA; TO PRECLUDE THE
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ESTABLISHMENT OF A PRIVATE MONOPOLY FOR A PUBLICLY FINANCED

INVENTION; AND TO ENSURE THE PUBLIC HAS EQUAL ACCESS TO

THESE INVENTIONS.

PATENTS ARE GENERALLY INCIDENTAL TO GOVERNMENT RESEARCH

AND DEVELOPMENT WORK, NOT ITS PRIMARY PURPOSE, WHEN I PLACE

AN R&D CONTRACT FOR A NEW DESIGN REACTOR, IT IS PRINCIPALLY

TO WORK OUT THE DETA I LS OF A DES IGN AND TO IDENTI FY AND

RESOLVE THE. PROBLEMS OF DESIGN, MANUFACTURE, AND OPERATION.

IF PATENTABLE INVENTIONS ARISE IN THE COURSE OF THIS WORK, •

tHEY GENERALLY INVOLVE ONLY SMALL DESIGN FEATURES, NOT

ENTIRELY NEW CONCEPTS, THE BILL HOWEVER SEEMS TO BE BASED

ON THE NOTION THAT THE GOVERNMENT-OWNED PAtENTS ARE

PREDOMIN8NTLY GOOD IDEAS WHICH GOVERNMENT AGENCIES SHOULD

TRY TO FORCE OUT INTO THE MARKET PLACE. THE BILL STAtES

''IT IS THE POLICY AND OBJECTIVE OF THE CONGRESS TO USE tHE

PATENT SYStEM TO PROMOTE THE UTILIZATION OF INVENTIONS

ARISING FROM FEDERALLVSUPPORTED RESEARCH OR DEVELOPMENT",."

AND TO "PROTECT THE PUBLIC AGAINST NON-USE OR UNREASONABLE

USE OF INVENTIONS." (EMPHASIS ADDED)

UNDER THIS BILL, GOVERNMENT AGENCIES WOULD BE EXPECTED

TO PROMOTE ACTIVELY THE INVENTIONS THAT IT NOW OWNS AND THOSE

THAT ARISE UNDER NEW CONTRACTS, THE BILL FURTHER REQUIRES

THAT THE 'GENERAL ACCOUNTING OFFICE AUDIT THESE AGENCIES

ANNUALLY AND REPORT TO THE CONGRESS ON THEIR PROGRESS IN

THIS EFFORT.

4

I



IN MY OP'INION, THE BILL OVEREMPHASIZES THE IMPORTANCE

OF PATENTS AND, IF ENACTED, WOULD TEND TO DIVERT ATTENTION

AND RESOURCES OF THE GOVERNMENT AGENCIES AWAY FROM THEIR

MAIN FUNCTIONS, MOST AGENCIES HAVE ENOUGH TROUBLE DOING

THE JOB THEY WERE ESTABLISHED TO DO; THEY SHOULD NOT BE

REQUIRED TO SPEND THEIR TIME AND RESOURCES TRYING TO PROMOTE

PATENTS OF DUBIOUS VALUE. I BELIEVE THAT THE DECISION TO

USE OR NOT USE GOVERNMENT FINANCED INVENTIONS IS ONE BES,.

LEFT FOR THE PRIVATE SECTOR.

THE BILL INCLUDES SOME SAFEGUARDS WHICH I BELIEVE WOULD

BE CUMBERSOME AND INEFFECTIVE. THE FIRST INVOLVES THE

GOVERNMENT'S ABILITY TO FORCE WIDE SPREAD LICENSING UNDER

ITS SO-CALLED uMARCH-INu RIGHTS,IF A CONTRACTOR WHO HOLDS

TiTLE TO A GOVERNMENT FINANCED INVENTION WERE NOT SATISFACTORILY

DEVELOPING AND PROMOTING IT. THE GOVERNMENT HAS HAD MARCH-IN

RIGHTS SINCE 1963, BUT TO MYjg'lQWLEDGE-I:lALt'L~V_E_R_US_E __D__TH_E_M_, .&S tI~'

To BE IN A POSITION TO EXERCISE THESE RIGHTS A GOVERNMENT

AGENCY WOULD HAVE TO STAY INVOLVED IN THE PLANS AND ACTIONS
l5/CL

OF ITS PATENT HOLDERS AND CHECK UP ON THEM,. __l~NM~NT /JF)c'';C5- - -- -- - .. "- -----.,

AGENCY EVER DECIDED TO EXERCISEtTTS~MARCH";IN RIGHTS AND THE

PATENT HOLDER CONTESTED THE ACTION, NO DOUBT THE DISPUTE

COULD BE LITIGATED FOR YEARS. FOR THIS REASON I BELIEVE

THIS SAFEGUARD IS LARGELY COSMETIC, IT WOULD RESULT IN MUCH

ADDITIONAL PAPERWORK BUT WOULD PROBABLY BE USED NO MORE

THAN IN THE PAST,
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ASECOND CUMBERSOME AND PROBABLY INEFFECTIVE SAFEGUARD

INVOLVES THE PROVISIONS FOR RETURN OF GOVERNMENT INVESTMENT.

THE PROPOSED PROCEDURE INVOLVES KEEPING TRACK OF HOW MUCH

THE GOVERNMENT INVESTED IN THE INVENTION AND WHAT AFTER-TAX

PROFITS A CONTRACTOR HAS MADE OVER A TEN YEAR PERIOD FROM

LICENSING AGREEMENTS OR DIRECT MANUFACTURING ASSOCIATED WITH

THE INVENTION. SINCE THERE ARE NO FIRM STANDARDS FOR

CALCULATING THESE FIGURES, THE LIKELIHOOD OF MANIPULATION

AND DISPUTES IS GREAT. To COMPLY WITH PROVISIONS OF THIS

BILL, GOVERNMENT AGENCIES WOULD HAVE TO SET UP ORGANIZATIONSj .

I.SSUE AND IMPLEMENT REGULATIONSj PROMOTE PATENTSj REVIEW AND

AUDIT CONTRACTOR PATENT DEVELOPMENT AND UTILIZATION PLANSj

. INTERVENE WHEN THESE PLANS ARE NOT CARRIED OUTj NEGOTIATE

AGREEMENTSj AUD IT BOOKS AND RECORDS, I BELl EVE THAT THESE

REQUIREMENTS WILL BE EFFECTIVE ONLY IN ADDING MUCH UNNECESSARY

PAPERWORK,

CONTRACTORS AND PATENT LAWYERS OFTEN CLAIM THAT

CONTRACTORS WILL DECLINE GOVERNMENT WORK IF THEY ARE NOT

GIVEN TITLE TO PATENTS THEY DEVELOP UNDER THE GOVERNMENT

CONTRACT. My EXPERIENCE HAS BEEN THAT GOVERNMENT PATENT

POLICY IS RARELY THE DOMINENT FACTOR IN COMPANY DECISIONS

TO ACCEPT OR REJECT WORK, BUSINESSMEN TEND TO VALUE THE

TANGIBLE BENEFITS OF PROFITS AND TECHNICAL KNOW-HOW FROM

GOVERNMENT ORDERS MORE THAN THE SPECULATIVE BENEFITS OF

PATENT RIGHTS, FOR MORE THAN 30 YEARS I HAVE BEEN ABLE TO
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FOR THE NAVAL

GIVE AWAY ;t,_ ...
OBTAIN THE R&D AND MANUFACTURING WORK NEEDED

NUCLEAR PROPULSION PROGRAM WITHOUT HAVING TO

GOVERNMENT PATENT RIGHTS.

ALTHOUGH S414 IS SUPPOSED TO BE ABOUT UNIVERSITIES AND

SMALL BUSINESSES, THERE IS ANOTHER PART OF THE BILL, SECTION

208, WHICH WOULD ESTABLISH PATENT LICENSING PROCEDURES
~

APPLICABLE TO ALL CONTRACTORS, BOTH LARGE AND SMALL. UNDER

THIS SECTION, GOVERNMENT AGENCIES WOULD BE SPECIFICALLY

AUTHORIZED TO GRANT EXCLUSIVE LICENSES TO USE GOVERNMENT

OWNED INVENTIONS. UNDER tHE BILL, THE GENERAL SERVICES

ADMINISTRATION IS AUTHORIZED TO PRESCRIBE THE REGULATIONS

GOVERNING SUCH LICENSING. IN THE PAST, QUESTIONS HAVE ARISEN

AS TO THE LEGAL AUTHORITY OF VARIOUS GOVERNMENT AGENCIES TO

GRANT EXCLUSIVE LICENSES TO GOVERNMENT OWNED INVENTIONS OR

TO WAIVE THE GOVERNMENT'S RIGHTS TO TITLE IN SUCH INVENTIONS.

THIS BILL WOULD RESOLVE THESE QUESTIONS IN FAVOR OF BEING

ABLE TO GIVE AWAY GOVERNMENT PATENT RIGHTS.
,_.," .~'~-"-'..~,-~"-'~~-----'-._-

JUDGING FROM THE PAST PERFORMANCE OF MANY GOVERNMENT

AGENCIES,THE ATTITUDE OF tHE DEPARTt1ENT OF COMMERCE, AND THE

INFLUENCE Of_~ARGE_~~NJRACTORS IN INDIVIDUAL GOVERNMENT

AGENCIES, THERE IS NO DOUBT IN MY MIND THAT THE REGULATIONS

WOULD BE WRITTEN TO ENCOURAGE THE GRANTING OF EXCLUSIVE PATENT

RIGHTS TO GOVERNMENT CONTRACTORS. THE BILL REQUIRES GOVERNMENT

OFFICIALS TO MAKE CERTAIN FORMAL DETERMINATIONS PRIOR TO

GRANTING EXCLUSIVE LICENSES. HOWEVER, THE BILL PROVIDES A
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FRAMEWORK UNDER WHICH GOVERNMENT AGENCIES COULD RATIONALIZE·

THE GRANTING OF EXCLUSIVE LICENSES TO LARGE CONTRACTORS.

EITHER BY GETTING GOVERNMENT AGENCIES TO WAIVE ITS PATENT

RIGHTS, AS AUTHORIZED UNDER SOME OF THE PRESENT LAWS, OR

UNDER THE LICENSING REGULATIONS THAT WOULD EVOLVE UNDER THE

PROPOSED BILL,MANY LARGE CONTRACTORS WOULD BE ABLE TO

OBTAIN~-PERHAPS AT THE OUTSET OF THE CONTRACT--TITLE OR

EXCLUSIVE LICENSES TO INVENTIONS DEVELOPED UNDER THEIR CONTRACTS

WITH THE GOVERNMENT. THIS SHOULD BE PROHIBITED,

THESE LICENSING PROVISIONS OF rHIS BILL ARE IDENTICAL

TO THE LANGUAGE PROPOSED TO THE HOUSE SCIENCE AND TECHNOLOGY

COMMITTEE DURING THE PREVIOUS SESSION OF CONGRESS AS PART .OF

A BILL TO PROMOTE TECHNOLOGY. THAT BILL AND A SIMILAR ONE

THAT WAS REINTRODUCED RECENTLY ARE AIMED AT GIVING BOTH

LARGE AND SMALL CONTRACTORS EXCLUSIVE RIGHTS TO INVENTIONS

DEVELOPED UNDER THEIR GOVERNMENT CONTRACTS. IT APPEARS THAT

T-HE~~~~~~~ ARE TRYING TO TAKE ADVANTAGE OF THE SMALL

BUSINESS AND UNIVERSITY TITLE OF S,414 TO ACHIEVE WHAT THEY

SO FAR HAVE FAILED TO ACHIEVE IN THESE OTHER BILLS.

IN SUMMARY, I BELIEVE THAT INVENTIONS PAID FOR BY THE

GOVERNMENT SHOULD BELONG TO THE PUBLIC,AND ALL CITIZENS SHOULD

HAVE AN EQUAL OPPORTUNITY TO USE THE INVENrIONS. PRIVATE

FIRMS·, PARTICULARLY LARGE COMPANIES,· SHOULD NOT BE ABLE TO

GET A 17 YEAR MONOPOLY ON INVENTIONS THEY DEVELOP
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WITH TAX DOLLARS. WHEN GOVERNMENT AGENCIES ROUTINELY GRANT
~,-;;:::'M_, '~

CONTRACTORS EXCLUSIVE RIGHTS TO USE SUCH INVENTIONS) IT

PROMOTES GREATER CONCENTRATION OF ECONOMIC POWER IN THE D/[X"r£6 7

HANDS OF LARGE CORPORATIONS; IT IMPEDES THE DEVELOPMENT AND

DISSEMINATION OF TECHNOLOGY; IT IS COSTLY TO THE TAXPAYER;

AND IT HURTS SMALL BUS INESS. e (JlpeveC".

I TESTIFIED IN MORE DETAIL ON THE GENERAL SUBJECT OF
•

GOVERNMENT PATENT POLICY AS IT AFFECTS SMALL BUSINESS BEFORE

THE SENATE SMALL BUSINESS COMMITTEE ON DECEMBER 19) 1977.
WITH YOUR PERMISSION) MR. CHAIRMAN) I WOULD APPRECIATE HAVING

TH~T STATEMENT INCLUDED AS PART OF MY TESTIMONY TODAY.

I RECOGNIZE THAT DESPITE MY CONVICTIONS ON THIS SUBJECT)

THERE OFTEN IS STRONG SENTIMENT IN THE CONGRESS TO DO SOMETHING

SPECIAL FOR SMALL BUSINESSES OR UNIVERSITIES. IF YOU DO

DECIDE TO PROVIDE MORE FAVORABLE TREATMENT ,FOR THEM) I

RECOMMEND THAT YOU DO SO IN A MANNER WHICH ENSURES THAT

SMALL. BUSINESSES AND UNIVERSITIES) RATHER THAN LARGE

CONTRACTORS)IN FACT HAVE PRIORITY OR AT LEAST EQUAL ACCESS

TO INVENTIONS DEVEL.OPED AT GOVERNMENT EXPENSE, To
ACCOMPLISH THIS) I RECOMMEND THATS. 414 BE MODIFIED AS

FOLLOWS:

(1) REQUIRE THAT l}IE_GOVERNMENTRETtlIN--TITLE TO ALL.

INVENTIONS DEVEL.OPED AT GOVERNMENT EXPENSE,

(2) GIVE SMAL.L. BUSINESSES AND UNIVERSITIES AN AUTOMATIC

5-YEAR EXCL.USIVE LICENSE TO INVENTtONS THEY DEVEL.OP UNDER
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THEIR GOVERNMENT CONTRACTS. AT THE END OF THIS PERIOD THE

INVENTION WOULD FALL IN THE PUBLIC DOMAIN. THIS WOULD

PROVIDE LIMITED PROTECTION BUT NOT A 17-YEAR MONOPOLY. IT

WOULD ALSO OBVIATE THE NEED FOR THE CUMBERSOME SAFEGUARD

PROVISIONS OF THE PRESENT BILL" E.G. "MARCH-IN RIGHTS.,"

"RETURN OF GOVERNMENT INVESTMENT,," AND THE VAST ADMINISTRATIVE

EFFORT ASSOCIATED WITH THEM.

(3) REVISE THE PREAMBLE TO ELIMINATE ANY IMPLICATION THAT

GOVERNMENT AGENCIES SHOULD (A) ACTIVELY AND INDISCRIMINATELY

PROMOTE ALL INVENTIONS ARISING FROM FEDERALLY SUPPORTED

RESEARCH OR DEVELOPMENT" AND (B) "PROTECT THE PUBLIC AGAINST

NON-USE ••• OF INVENTIONS." ONLY A SMALL PORTION OF THE

INVENTIONS PATENTED BY GOVERNMENT OR INDUSTRY TURN OUT TO BE

WORTHWHILE.

(4) PROHIBIT AGENCIES FROM WAIVING THE GOVERNMENT'S

RIGHTS TO TAKE TITLE TO PATENTS DEVELOPMENT AT GOVERNMENT

EXPENSE. WHENEVER SUCH WAIVERS ARE GRANTED" SMALL BUSINESSES

OR OTHER FIRMS ARE FORE:Ca.QSED FROM THE OPPORTUNITY TO USE THE

INVENTION.

(5) PROHIBIT CONTRACTS WHICH AUTOMATICALLY PROVIDE TO

THE· CONTRACTOR EXCLUSIVE LICENSES TO ANY INVENTIONS DEVELOPED

UNDER THE CONTRACT" EXC!;PT AS INDICATED IN PARAGRAPH (2) ABOVE,

OTHER FIRMS SHOULD AT LEAST HAVE AN EQUAL OPPORTUNITY TO USE

THE INVENTION NON-EXCLUSIVELY OR BID FOR THE EXCLUSIVE RIGHT

TO USE IT.
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(6) REQUIRE THAT THE COMMERCE DEPARTMENT PUBLICIZE THE

AVAILABILITY OF PATENTS TO WHICH THE GOVERNMENT HAS TITLE FOR

A PER IOD OF S I X ~10NTHS. I F NO ONE REQUESTS A NON-'EXClUS I VE
. . . .

LICENSE, THE RIGHTS TO AN EXCLUSIVE LICENSE COULD BE GRANTED

TO THE HIGHEST BIDDER WITH SMAll BUSINESSES HAVING. PRIORITY
~.-.••. ···-··· .••d

IN THE BIDDING.

(7) ELIMINATE THE STATUTORY REQUIREMENT FOR THE .GAO TO
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