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Mr; Chairman and Members of the Subcommittee:

My -name is James D. D'Ianni. I am President of the American-Chemical
Society, and I appear before you tOday with the authorization of the Society's
Board of Directors. Accompanying me is Dr. Willard Marcy, Chairman of the
Society's Committee on Patent Matters and Related Legislation. The American
Chemical Society welcomes this opportunity to comment upon current federal

~patent policy, and hopes that the Society's insights will be useful to the

Subcommittee .in its deliberations. Our statement today will deal primarily
with uniform government patent policy. The Society has previously commented
upon the subject of patent reexamination, and our views, as embodied in a
letter of February 8, 1980 to Senator Birch Bayh, are appended to our testi-
mony. - '

It is the conviction of the ACS that techndlogical innovation underlies”
and supports modern society, and that the fostering of innovation, therefore,
must be: a-national priority. Strong and continuous efforts to enhance and

“expand technological innovation result in high standards of living as reflect-
‘ed in the history of the United States. Every effort should be made to en-

courage and strengthen technological innovation so that these standards are
maintained and expanded. If we are to find solutions to -evermore complex

~social, economic, and environmental problems, the United States must commit
itself to the full ut111zat1on of its innovative skills.




. ACS believes.

s (1) a prov1s1on that, - while title to..contractor.inventions. may.pass.

rito.small-businesses,: .and- not for prof1t 1nst1tut1ons, espec1a11y the
un1ver51t1es, only: exc]u51ve lice ing: in.spe ified. f1e1ds of ruse. can
be: passed {0 a]l ther contract 5 ;

m(2) the excess1ve1y deta11ed and unnecessar11y 1nh1b1tory nature.of .. ..

mostfofwthe adm1h1strat1ve procedures set forth.in.the. bill in- order.rf

tos implement it...The basis. for.this: genera]1zed conc1us1on can be~
'reference to speC1f1c sections’of the b11 -

~hest.. set forth b,

In Sect1on 382 the contractor is requ1red to report to the contract1ng o
agency complete technical information on each contract invention, a list of
each country-in which patent applications:are to-be-filed:and,. except for v
small bus1nesses and-nonprofit. organ1zat1ons, -each. f1e1d of use-in. whach each....:
invention: is.:to be exploited. . The-penalty: for. fa111ng to-file. such reports... P
may:be the~ o0ss-of.-all:-rights to the 1nventton This: requ1rement unrea11st1c-~$
ally:assumes-that-each-contract - 1nvent1on AS comp]ete and..ready- for commer- .o
cialization: athe time- it is. made or: recogn1zed .as:-an invention. JThis-.sel- -
dom, if ever occurs. Most 1nvent1ons, after first reduct1on to. pract1ce,:
need substant1a1 additional testing before specific commercial utility is
apparent,. -and- requ1re years of further:;research and-development, .sometimes.-as
many: as. 10-te 15.in:the.case:of- drugs or; pharmaceut1ca15, before market1ng o
occurs. .- To-require.complete techn1ca] information, specification of: foretgn s
countr1es for .patenting, and..the. des1red fields.of: use: for marketing at.the..
same time; that an :invention..is ftrst recogn1zed 1mposes an_unreasonab]e,and-
unreaT1st' 'burden upon the contracto : e P

The Soc ety be]1eves that 1n many 1nstances the grant of exc]us1ve r1ghts [
to patents; s..required. to-induce. dndustrial -companies.to undertake.commercial- . -
~zation of inventionsi.. It is.gratifying,: therefore, to-note.that Section ;c= a
383(a) provides that nonprof1t .and -smal. bus1ness organlzat10ns may: acquire- i
title to their contract inventions in each country they Tist and in which they
file a patent.appilication.within_a reasonable.amount:of :time...However, the
that..innovation-would .be. stimulated more: effect1ve1y if fu11uu~,_.~
nventions were.to.be.left with. such .contractors .without re=-....:
str1ct10n as to-country-.or: a5. £0 - whether a patent : app11catxon has been. filed:. . -
The ability-to retain.full. t1t1e to:such:, dinventions is. part1cu1ar]y 1mportant o

of i torgan1zat1ons -In.most. 1nstances, ‘the federaT]y -funded:research- :
performed by these- organ1zat1ons is.in.the area.of:basic research;-any inven-- .
tions or. pract1ca] applications: that m1ght result-are: unexpected fall-out. . oo
Almost.always..such. .inventions reguire-a- substant1a1 .amount -of ~further - 1nvest‘ (5o
ment of-time . and money: before.viable. commerc1a1 -products can, resu]t ¢Full-
title-to inventions.would make :them:mone :attractive- and.would-help: persuade
Ticensees.ta furnish:the add1t1ona] funds:; needed for- deve1opment ‘Allowing:
‘non- proftt and.small.business- organ1zat1ons ‘to-have full.title. wou1d great]y
encourage and exped1te the development and commerc1a]1zat1on of contract .
inventions.




After-reviewing-the various provisions of H.R.6933, it can be seen that an
add1t1ona1,,and We suggest unnecessary, bureaucrat1c Staff1ng will be requ1red_.
in each contract1ng agency._- e L S

f(I) to determine whether to grant tit]e;

(2) .to consider the requests for exclusive. licenses - and the f1e1ds
o :¢0f use; .. : L : :

}(3}¥fto study the proposed forexgn patent f111ngs,_and determ1ne _
I:iiwhether the government. w1shes to deve]op its. own fore1gn patent
position; . .. : Lo Ce ..

(4) - .to .ensure ‘that proper reports are .made. by contractors, to study, L
o oopand analyze them; : : S ‘ .

(Sff[to determ1ne whether a contractor is deve]op1ng an 1nvent1on _
. .effectively in accordance with the strictures imposed and .in - -~
i”ﬂcomp11ance w1th minimum government requ1rements,‘_, L

'Hf“to hand]e rev1ews and. hearlngs in connectlon with the deve]op-..‘
ment of contractor 1nvent1ons, and,

_ (7);;to prov1de patent1ng ‘and }1cens1ng services for ‘those 1nvent1ons_,::
. .-resulting from federally-assisted research, the r1ghts of which
.-;are:not .granted to contractors. : S _ - ‘

In answer to the argument of those'who contend that to permit the contrae—
tor to take title to inventions made under federally-funded contracts amounts
"to a "give-away" of public funds, the ACS would not be opposed to a provision
in the bill that the federal government should recoup at least a portion of
the original funding costs, through the sharing of income accruing to con-
tractors having rights to inventions resulting from such research. A reason-
able arrangement might be to apply a negotiated percentage against gross
royalty income or actual sales to produce a predetermined recouped amount;
this amount should be related in a reasonable way to the funding which sup-
ported the research leading to the invention.

The Society notes that the sections regarding confidentiality of proprie-
tary data (Sections 382 and 409) require that data concerning inventions in
which the government owns or may own a right, title or interest, be kept
confidential until patent applications are filed. The Society strongly recom-
mends that conf1dent1a11ty be extended, without time limit, to all proprietary
data, engineering know-how and other 1nte1]ectua1 property discTosed to the
government, but developed by and belonging to organizations which may have
obtained rights in inventions resulting from federally-assisted research.

- Such information may well have been submitted to federal agencies in the
original proposal for grant or contract in support of the contractors' re-
quests to retain right to such inventions, or may have been disclosed in
reports to the agencies during the course of the research work which led to
the invention. If the background property is needed in the practice of inven-
tions resulting from federally-assisted research, it should be made available
to the government on a purchase or license basis at a reasonable fee.

To summarize, the Society wishes to reiterate its previously stated opin-
ion that the Senate bill, $.414, is a desirable first step in providing a
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