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| The invitation aﬁd opportomty to pertlmpate 111 the hearmgs on -
S. 12 15 and present the views of academla is much apprec1ated
My remarks today are made on behalf of the Umversrty of W1sconsm.
Whlch is ranked among the top ten un1ver31t1es in the country for acadermc
excellence the Amer1can Gouncﬂ on Educatlon Whlch is the nation's largest
assoc1at1on of colleges and un1vers1tles numbermg among its members _' |
_ approxunately 1300 mstltutlons of hlgher educauon 20 natlonal and reglonal

' assoc:1at10ns, and 80 a:ff111ated 1nst1tut10ns and organ1zat10ns concerned Wlth

hlgher educauon in the Un1ted States, the Commlttee on Government Relatlons o

of the Natjonal Assoc1at1on of College and Un1vers1ty Business Off1cers whlch '

Commlttee is supported by 119 leadmg unlver31t1es Whlch as a group, are

the rec1p1ents of over 90% of the funds rna.de avallable to hlgher educatlon
through contracts. and gra.nts for sc1ent1f1c act1v1t1es and the Soc1ety of .

Un1ver31ty Patent Admlmstrators which is a profess1onal soc1ety of




1nd1v1dua1s a11 of WhOIl‘l has some respons1b111ty for admmlstermg 1nvent10ns
a.nd patents in connectlon with some unlversn:y and Whlch now counts 111 |
. members connected Wlth 77 separate un1vers.1t1es | il
1 have been engaged in the transfer of technology from the un1vers1ty
) envwonment to the pubhc sector for the past 19 years as Patent Counsel
' .'for the Wrsconsm Alumm Research Foundatlon Wthh Foundatlon functrons
P as the mventlon and patent admrmstratwe arrn of the Un:tversny of Wtsconsm, _
" .and have drawn upon that experlence as Well as the exper ience of numerous
| 'colleagues of mine who have been sn‘nllarly engaged for these remarks .
Fundamental to the posn:1on of the unzversny commumty W1th regard |
to the dlSpOSlthIl of property rlghts resultmg frorn research and deveIOpment. '
'act1v1t1es sponsored and funded in whole or in part by the Federal Government
are certam strong beltefs Wthh have been amply relnforc:ed by the exper1ence o
of rnany years, Among these are the followmg TR | |
1.. - 'that the patent system, 1mperfect though it may be,. is the. -
o 'key to the convers1on of sc:tentn?.tc knowledge mto productron o
_l_' o . beneflttmg human Welfare' | b N
2. l"that as stated by Chlef ]udge Markey of- the CCPA no mst1tut10n
| ...has done 80 much for S0 many W1th 50 11tt1e publrc and ]udJ.CJ.al |
| i:understandmg as has the Amer1can patent system |

3. that the baslc con51derat10n in the dtsposmon of mtellectual :




_‘ property rights should'not be Whether' the Governrhent or
the contractor should take title to such prop..rty when it

'1s generated in Whole or 1n part w1th Government fundlng

but in whose hands w111 the vesttture of pr1mary rlghts to -

inyention serve to transfer _the inventive tecthIOgy most

e quickly to the public for its use and benefit;

that the absence of a uniform government patent policy has

" been a serious disincentive to s_uccessful technology transfer
~ from the univerSity to the public and has in faCt often'

deprwed the public of the frults of bas1c research

that the absence of a unﬁorrn government patent pOllCY whlch-_-_-

j reflects and supports our system of free enterprlse has :

helped to put the U S at perll in the World eCOl’lOlTllC scene; K

- that sc:1ence has over the years been rnade 1ncreas1ngly
subservtent to polmcs . _wrth deC1s:Lons -belng made not on’

- SCientific facts but on political oppor'tunity; S

tha’t the talent of mventlon must be g1ven the :rnammum |

'encouragernent by prov1d1ng the rnventor and the process

of technology transfer all necessary st1mu11 to 1nvent1ve |

and 1nnovat1on act1v1ty in. a free enterprlse env1ronment




8. that the less restrlctwe a Government patent pollc:y is,
.the greater is the transfer of technology under the pol1cy, |
_an_d _. e : gy
| 9 . that a umfo:rrn Government patent poltcy under whtch the
| contractor has the f]IS‘E optton to acqtn.re t1t1e to 1nvent1ons
; made in whole or in part W1th Governrnent funds Wlll prowde _.:
the maxnnum stz.rnulus to mventton and 1nnovatlon and w1ll
- be in the publtc mterest R
It appears that the goals of S 12 15 and the un1vers1ty comtnumty
' are essentlally the same and as an mstrument toward achlevmg suc:h goals
: the un1verS1ty cornmunn:y, as represented by the organtzatlon on behalf of
.Whlch thlS testn'nony is gwenr sSupports S 12 15 o
| At the Outset it must be presumed that Government research dollars
| 'are made ava1lable in the expectatlon of not only deveIOpmg bas.tc knowledge "
~ but also in the expect‘auon that the funded research W111 lead to products . |
processes. and techntques whlch Wlll be useful and acceptable in all or part
of our soc1ety to. 1rnprove the well betng of the soc1ety in general
} .
ln the face of thls presumptlon 1t is apparent that mventtons, Whether

made through the expendtture of prwate or governmental funds are of ltttle :

' value to soc1ety unless and unt1l they are ut111zed by soclety In order to

' 'ach1eve such utﬂlzatlon it is essentlal that the 1nvent10n be placed in a forrn

or cond1t1on Wh1ch W1ll be acceptable and beneﬂmal to- the publtc In‘other



words the technology must somehow be transferred to the pub].lC sector
- In a free enterprlse system suc:h transfer is normally accompllshed |
as the result of pertment and approprlate act1v1t1es of prlvate enterprlse
_.Smce suc:h act1v1t1es obv1ously entaﬂ the commltment and expendlture of
| substant1a1 momes —- it has been estunated at 10 tlmes Or more of the |
amount needed to make» the mventmn - adequate and appr0pr1ate 1ncent1ves
to such commltment and expendltures must be afforded Consequently,
and smce the patent system prowdes such mcentives and is the most |
V1ab1e vehlole for accompltshmg the transfer of technology, full and
: _. careful consrderatlon must be glven to the makmg of any patent pohcy Whlch
* will affect the transfer of technology that has been generated in Whole or
in part by Government funded research _. - o l_ “ .
| One can truthfully say that at best the Government patent pohcy has
been. non—un1form and at worst has been a non- pohcy W1th the result that
~ some 20 or more pohmes have developed generally on an Agency by-—Agency"
bas1s and Wthh have not been even necessarlly umformly applted At the one:
extreme some of the Agenc1es advocated the t1t1e pollcy. At the other
extreme Was those Agenc:1es advocatmg the "lrcense pohcy There were
o also many and varled pohcnes between those two extremes
Governmental agenc1es Operatmg under the "t1t1e pOllcy msrsted
on acqun:mg t1t1e to all contrac:t generated 1nvent10ns and patents on them

- 1nclud1ng mventlons Wthh were only 1nc1denta1 to the major purpose of the




| 'contract and then dedlcated them to the publlo through publtcatlon or by |
offermg a 11cense ona nonexcluswe royalty free ba31s under any patents =
i obtamedkto all who requested 1t The argument was that all these mventmns B
.1nclud1ng the 1nc1denta1 1nvent10ns should be acqurred because they had
been pa1d for" by the Government and should therefore be owned by the o

N Government ! _ | - B o |
Agencres Whlch adopted the "11cense pO].lCY permrtted the contractor :
_ to take and keep t1t1e to 1nvent10ns and patents arlslng under the contract

_ while reservmg a royalty ~free f1cense in the Government to practrce the '
:1'1’1\781111101‘1 for Governmental purposes. The theory Wthh these Agenm.es

' applted was that mvenuons and patents are only 1n01denta1 to the SpeCI.fJ.C

research or products contracted for and that equity demands nothlng more -

o than a royalty-free r1ght for the Government to use the mventlons

Smce W1th1n the un1vers1t1es more often than not an 1nvest1gat1on
is carrled out Wlth funds acqulred under grants or contracts Wlth more '
~than one Government Agency, and perhaps also w1th co~ mmgled funds

derlved from other sources, the U.ncertamtles as to the appllcable patent h
: N

o pollcy mlhtated strongly agamst the successful transfer 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 o
- 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 Sessmn on- Government -
Patent P011c1es, May 22, 23 ]une 20, 21 and 26 1978 L ,




developed Generally, and most unfortunately, the most restr1ct1ve policy
was applled and W1thout much attention to the equities of the respectlve

fundlng part1es, a.gam wn:h an adverse effect on poss;ble transfer of the '

. technology to the public. It has been the experlence of years Wn:hm the

‘ un.iversities that the rnore t1t1e orlented an Agency is toward mvenuons
'.-and patents 'generated under its fundmg the less the likelihood ex1sts that
‘ the technology W111 be successfully transferred for the pub11c benef1t
| An 1nterest1ng comparrson along these lmes was made by Harbr1dge '
- House in its 1968 study2 of Government- funded patents put 1nto use in 1957 '_
and 1962 It was found that contractor held inventions were 10 7 times
as likely as Government-—held mventlons to be nt:.hzed in products or
processes employed in the pr1vate sector for the benefit of the publlc
_Moreover, based upon experlence partlcularly under the Instrtutronal
‘Patent Agreements as between un1vers1t1es and non prof1t organ1zat1ons
on the one hand and the Department of Health Educatlon and Welfare
and the Natlonal Sc1ence Foundatlon on the other hand there is no reason ; :
‘ .tolsuspect that a dlfferent conclusron Would be reached today |

It seems ax1omat1c that since the patent system was created as an
-1ncent1ve to 1nvent deve10p and exp101t new technology - 10 promote
a . science and useful arts for the publlc beneflt - when the Government holds

'..th_e patent under the a.egis that the inve_ntions of the patent should be freely_ _ |

2I-Iarbrldge House Inc. . Government Patent Pollcy Study for the FCST
: Commlttee on Government Patent Pol1cy, May 15 1968 SR




| _avallable to all much the same as if the dlsc:losure of the 1nvent1on had

been merely publtshed the patent system cannot Operate in the manner

in which it was mtended ‘The incentives 1nherent 1n the rtght to exclude o

"'_conferred upon the prtvate owner of a patent and Wthh are the 1nducement o

. to development eff.orts ‘are snnp‘ly 'not ava.ﬂable RS

Although for some 20 or more years the argu.ment swmlmg about '

' the ownershtp of 1nvent1ons made in Whole or in part wzth Government o
'funds was lodged in l‘hetOI'lC and not in fact, smce 1968 after the fn:st

of the new lnst1tut10na1 Patent Agreexnents was made Wlth the Department

\

of Health Educatlon and Welfare a body of ev1dence has been bulldmg

Wthh We belleve clearly estabhshes that the untversn:les have been

hlghly successful in transferrmg technology left W1th thern through llcensmg

under patents Whlle the attempts to lloenee Government owned 1nvent10ns

L._

-has been'smgularly uns-uccessful. --Moreover, -and of dlrect nnportance‘ B

' _to the GCOHOIHIC Well bemg of the Unlted States, is the fact that the
B Governrnent patent policy has tnade rnuch of the technology generated

. Wlth Federal fundmg ava:lable Wlthout charge or restr1ct10n to forelgn

countrles and compames who have very successfully utlhzed such

technology to capture frorn the:r U.S. competltors 1arge segrnents of

'varlous markets The 1nev1tab1e result was of course an 1ncrea31ng_

: balance of trade def1c1t



The universitv community', m espous_ing_anenlightened uniform o

Covernment patent policy vvhich W.ill. provide an 'incentive o the transfer
of technology, phllosophmally believes that such pol1cy should apply to all
Government contracts As a pract1ca1 matter however the greater need
'for the patent incentive l1es pr1mar1ly with the un1vers1t1es, nonproflt
organ1zat1ons a.nd small busmess T echnology transfer by un1vers1t1es
and nonprofn:s depends entlrely on the underlymg patent pOSlthl’l and for
small business the patent rlght is an 1mportant element in its ab111ty. to
| compete Nor should such a pohcy drfferentlate as between research and
development results Whlch are mtended for the Government S own use. and |

those Wh1ch are 1ntended for. civilian purposes It must be presumed 1n
both srtuatlons as pomted out earller, that the goal of research and

deveIOpment is to generate processes products and technlques Whlch

N W111 become avallable to and beneflt soc1ety in general

In the 11ght of the performance data and 1nformat10n avallable from
B exper1ence with the Instltutlonal Patent Agreements there 1s llttle doubt

1n the unlver81ty cornmumty that a un1form Government patent pol1cy under
_'Whrch.the contractor hasthe first _optzon to acqulre t1_t1_e to 1nven_tlons.\made '
in vvhole or- m part with G.overnment.funds \.arill_providetth_e'maicimum o
'stimul.usto .invention an'd innov.ation and be in the best interest ot the.;
publlc and of the United States | |

We also flrmly belleve that such a bill should contain apprOprlate .




el 10"

| provfsionS‘.vvhich.v}ill fprotect- the contractor agafnst.arbitrary a'cts. by

Agency 1nd1v1duals Wh1ch m1ght deny the rrghts in the contractor or delay

~the effort to transfer the technology T o that end it should not prov1de

' '.fOr the surrender of background patents and should not have compulsory

| 11cens1ng provlslons. Also from the un-iver.s.1ty -v1eWp01nt glven the
fact that most unlverS1ty generated mventlons are embryornc in nature
and requ1re a great deal of development and further, that they are often

ahead of their time 1n a commercral sense, and grven the absence of

. ev1dence of abuses in the. admlnlstratron of mventlons generated in whole .

" or in part W1th Government funds and the need for excluswu:y in order s
to convey some exclusnnty as an mcentlve to development the umvers1ty e
communlty does not favor a 111n1tatlon on the contraetor S exclusrve |
rlghts in an 1nvent10n . i | |
The 1nc1us1on of a reasonable payback provlsfon in such a bill

' .'would be acceptable to the un1vers1t1es although the return to the publlc |
| :_l and the country frorn a successful technology transfer in terms of tanglble :

| mlonles from taxes such as corporate and 1nd1v1dual income taxes, and
from forelgn s0urces 1n 11cens1r1g and know how fees and in mtanglble
beneflts such as in the successful treatment or prevenuon of dlsease .
or 1mprovements in the qualrty of 11fe makes the concern about payback |

L

rather 1ns1gn1f1cant Moreover, and as was mentloned before , _the cost
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of deve_lOprnent of an mventron .to the rnarket is many tlmes.the cost of

| 'makmg the 1nvent10n ortgmally and any payback should reflect the o _.
N relatlve I'lSk dollar equ1t1es mvolved and also reﬂect the fact that

" inventions are almost always 1nc1dental to the Pederally funded research
| 'obJectwe | o | . L
Turning now to the specific-provisions of S. 1215 ' the uniVersity |

_ _communrty has some recommendatlons Wthh based upon many years

of experlence W1th the technology transfer process and the 1nterrelat1onsh1p

| '.w1th the Government WIH 1mprove the b111 These are set out below

Sectlon 103 Defmltlons o

- The definition of a- qua11f1ed technology transfer program

_Sectlon 103(13) 1s drafted so that it is 1ntended to mclude the five separate |
| requlrements 11st_ed. If the technology transfer prOgram responds to the |
fiye criteria .listed. (yvith the revisions s'ugges_ted _below) the program shouldo
., _ be cons1dered to be quallfled T he Word 1n‘c1udes 1eaves the requirement
for a quallfled program open*ended and susceptlble to. 1nc1u51on of a number _
| of‘other qual1f1catlons perhaps even an agency-by~agency determmauon
of 'such.qualifica.tions ThlS could easﬂy frustrate the desue for un}formlty

| We recommend changmg the word procedures in. Sectlon 103(13) (111) |
.-'and (1v) to pl’OVlSlOHS and in (v) delete the Words ‘an actlve and effectwe

: promotronal” and insert "a v1ab1e,-
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Sectlon 201 Irnplementatlon and

- Sect1on 202 Agency Technology Utlllzatlon Program o

_ Reservatlons were expressed about the prov1s1ons of Sectlon 201 o

_Wlth all the 1nd1cated functlons to: be performed by the Secretary of

Commerce : Th1s along Wlth the prov1s1ons of Sectlon 202 relatlng to

- development and :mplementatlon of T echnology Ut}llzatlon Programs _ .
| W1th1n each agency would likely result in buﬂdmg an unnecessary

bureaucracy with all of its attendant paperwork ancl admmlstratwe o SRS

problems Notwnhstandmg the pr0v131ons of SeCtIOIl 301(b) the pro~ = |

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

agency to except inventions under the prov1s1ons of Sect1on 201(3) at the '_ L
time of contractmg, W1th a v1ew of 1ater utﬂlzmg Sect1on 303 after an

1nvent1on has been 1dent1f1ed It is our op1n10n that this could be construed _

to permlt a case-by case determmatlon of patent t1tle in each agency that .

establlshes a technology transfer program We know from experlence .

| that case- by case determlnatlon procedures are unworkable

L T hese.sectlons _should be -elther deletec_l or carefully mr‘cufnscribed |

 to prevent use not ant1c1pated by the b:.ll

- Section 301 Rxghts of the Government

We recommend that Sectlon 301 state a pos1t1ve pres umpt1on of t1tle

- to the contractor and then list the exempuons




Throughout our cons.tderatlon of the pr0v1st0ns of S 1215 we .
have had in mmd the words of Adam Smlth
"T he umform, constant, and unmterrupted effort of every .
man to better h1s cond1t1on ....18 frequently powerful enough
| to ma intain the natural progress of thmgs toward 1rnpr0ve-
.Inent in Splte both of the extravagance of government and
.' of the greatest errors of admmlstratlon
| - Wealth of Nat1ons 1776
We look upon S. 1.2 15 as an effort and perhaps means to curb. '
both the extravagance of Government and its errors of admmlstratlon | _- |
in addressmg technolglcal innovation, B - |
: Thank yOu for the opportunlty to express these v1ews
___Mr. Chalrman, with your permission 1 Would llke to eubmit an o |
_ additional document for inclusion in the re_cord;_ .This is. a paper ‘entitf_led:

Public Patents - Public Benefit
Synonyrns or Antonyms'?

Wthh I prepared for a rneetmg of the State Bar of Wisconsin and Whlch .
discusses the 1mpact of Government patent poltcy on com-peutlon, mnovation-,'

publlc health economlc growth and ]obs and forelgn compet1t1on
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