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STATEMENT OF NqR.l'.I.l\J.'r DORSEN
CONCEP~IING T:~ CONSTITUTIONAL ISSUES' R.~!SED BY

SECTIO~1 202 OF ':r:~ P.ll..TE~:T E:i:~NSION ?RCVISIO~IS .OF
H.R. 3605

My name is Norman Dorsen. r have ·been on the

faculty of New York University School of Law since 1961,

an~ have taught courses in Constitutional Law, A.~titrust

Law, The Legal Process and Legislation,among others.

I am currently Frederick ~~Q Grace Stokes Professor

of. Law. Since 1980 I have also regularly taught as

a Visiting Professor at Harvard Law School. I have

written several books and iaw review a=ticles and have

often testified be.fore· Congre;;s on c.onsti tutional issues c,

I served as President of ~~e Society of American Law

Teachers during 1972 ~~d 1973.

From 1976 to 1977 I was Chairman of the Depart~ent

of Eeal~~~ Ecucation l and Welfare, Review Panel on New

Drug Regulation. Under my directicn the Panel produced

five vol~~es of studies on ~he d=ug ~e~~lat~on process.

Since 1977 ! have published a=tic~es on the regulato=y

process in ~~e G~~~als of Internal Medicine and ~~e Foed

Drug Ccsmetic Law Jou=~al~
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I was asked by representatives of a coalition

of research based pha=rneceutical compenies to review

Section 202 of the proposed Pat::ent E:<tension legislation

to determine if ~~e bill presentS~~Y serious

constitutional problems~ In my jUdgment, constitutional

problems do exist and they are subst~~tial.

DESCRI'!?TION OF SECTION 202

Section 202 would reverse existing patent law

which now gives ~~e owner of a patent ~~e exclusive

right to make, use and sell ~~e patented invention.
".

35 U.S.C•.§§ 154 and 271(a.). It would allow a ~~ird

•
party to make, use or sell a patented invention for

purposes "reasonably related" to the submission of

information to obtain premarketing approval under ~~e

Food, Drug and Cosmetic Act in order to engage in the

co~~ercial manufacture, use or sale of the drug e!ter

patent expiration. The constitutional pr~blem arises

because Section 202 does not just apply prospectively

to patents ~~at will come in~o being after its enact~ent,

but it also reaches back and takes away exclusive rights

of cu=~ent patent holde=s. After analyzing~~e existing

sta~utory rights ~~at will be taken fro~ ~~e patent

holder under the bill, I am forced to conclude that

"ec-..;: .... n ?t"':'" "·e-"j l.j~·o:::Il~v .. ·..:o1a.. ;::..c:! .&o.t.. e ";:"~ :~ "~Q.'P"\"":""e-· rs...... __ ,-,,,, _..,;~ •., _ ___".:. -. _~ ,l,... __ r...:.~~_ ....
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prohibition against ~~e taking of property for a public

use wit.~out just compensation.

Th~ BOLAR DECISION

Section 202 takes from· 'the patent owner t.'"J.e same

patent rights which ~~e Court of Appeals for the Federal

Circuit ha.s declared belong exclusively to the owner

under the present patent law. In Roche Products, Inc. v.

Bolar Pha~aceutical Co., Inc., F.2d. ,No. 84----
560, slip op. <Fed. Cir. Apr. 23, 1984), t.~e court held

that Bolar, a generic C--U~ manufacturer, unlawfully

infringed a patent owned by Roc~ewhen, during the patent

te~, Bolar used ~~e patented substance to prepare a

submission to ~'"J.e Food and prug A~inistration for ~~e

purpose of enabling Bolar to market the dr~g after ~'"J.e

Roche patent expired. The C01J,rt of Appeals agreed with

Roche ~~at such ~'use" by Bola:::' of Roche's patented d=g

during the term of the patent grant for t.~e purpose

of engaging in federally m~~dated premarketing tests

was part of ~~e exclusive pa~e~t grant rese~ved to ~~e

t ~. -;:'..:1 ~ • ..~.. -I... ":t 1 I ...to,. Apa- en""" owner.·· ~.avJ.ng ~e""er:n~nea ......'1a""" ·....0 ar s U:laU-'-l...o~:!.ze_

use ~-F~~~-ed RCC~pfS ~-tO"t ~~e Ccur~ o~ ~~~e~lo ~~en..... J, ...__ ........'::: .. ... ... _ ~=. _ ...... I l","'010 _ 1.0 _ ..~~::" _ "'<I \,,0.....

held t::.at "Roche is entitled t:o a remedy, n :':1 t..."'e fo::::n

of aninju:lcticn or da~ages~ 301a=, su~ra, at 16.

!-:: c=ce:.-ec. ~;:at 5 .... 0 ,- .. .:..:. .­;:----_ ... _..... =el~e~ was to be :ashic~2d



.'
·>

•
4: -

in t:.e first i~stance by the District Court to which

the case was then rem~~ded and before which it is now

pending. In directi~g ~~at remand, the Court of Appeals

reco~i=ed that a~~~ough the infringement involved a

small amount of material, "the economic injury to Roche

is, or is threatened to be, sQostantial •••• " Bolar,

suora, at 19. ~~ Pfizer. Inc. v. International

Rectifier Core., 217 U.S.P.Q. 157 (c.n. Cal. 1982).

IMPACT OF SECTIOM 202 ON TEE BO~~ DECrSION

Section 202 of the proposed legislation would

reverse ~~e Eolar decision in its entirety, not just

for the patent involved in ~~at case, but for all existing

drug patents. Indeed, the bill would go beyond the.

infringing conduct involved in Bolar by making it lawful

for an infringer tornake and to sell as well as to use

~~e patented substance during the peried of the patent

grant, if done for the purpose of securing FDA approval

of a new drug. It would also reverse existing patent

law by prohibi~ing ccu=tsfro~ issuing an injunction

against making l using or sell:..ng t..."le substa.."'1ce f'or' t:z.at

purpose, and it would withdraw from the patentee his

cur=e~t rigct to collect d~~ages fo= scch infri~gernent.

,
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THE NATURE OF T:3 CONST!TUT!ONAL ?RCBLE~

Because patent rights are a fo~ of property,

taking such rights from the owner raises a basic issue

under the Fifth Amendment. The Constitution recognizes

that from time to time it will be necessary for the

qove~ent to ac~ire private property for public

purposes, but by requiring "just compensation" for such

-taking, t..'le Fift.'l Amendment protects the indi°J'idual

whose property is taken for the common good from being

made to carry a burden t..'lat should, in fairness, be

shared by t..'le" coltllltu.."lity at large. The Supreme Court

has described the purposes of t~s clause in t..'le following

terms:

II [The] Fift.'l ll.mend..nent'~; guarantee that
private property shall not.be taken for
a public use wit..'lcut just compensation
was designed to bar Gover~~ent from forcing
some peop~e alone to bear public burdens
which, in all fairness and justice, should
be borne by the public as a whole. II

Armstrong v. United States, 364 U.S.
4:0, 4:9 (1960).

We tend to t..'link of civil rights in te~s of

First&~en~~ent rights of free speech anc expression,

but the IIftakingU clause of the Fifth J!...mer:.c..."':tent is also

a civil right, OIle ",.;cich stands as a bulwa:::-k against

gover~~ental apprcpriat~on of vested p=o~e=ty r'igh~s~
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The Constitution imposes restrain~s upon government's

ability to confiscate property just as it imposes

restraints upon government's ability tocon!iscate our

right to speak or ~~e right of a newspaper to publish

wi~~out censorship.

THE CONSTITUTIONAL POLICY IN SU?PORT OF PATENTS

Any aIlalysis of how Sec't:ion 202 fits wi~"lin the

Fif~"l }~endment's "taking" clause must first look at

the nature of the property that ~"lis bill will affect

the patent qra.'"lt. -
I am always impressed when reminded by patent

lawyers that the ~onstit:oltion is itself the source of

autho=ity for t..'1e patent systelu.. Unlike manY90vernmental

activities t...~at su:::round our daily lives, t..~e right

to grant patents is not implied fro~ some o~"ler general

power, but is expressly decreed in 1'-.rticle I, Section 8,

and ~"le policy behind ~"lat aU~"lorization is plainly

stated. A patent system is authorized in order "to

promote ~"le progress of Science and useful Arts

In applying Fifth ~~en6"ent pri~ciples to patent prope=~y~

;t ·s ~~A-e~orQ ~'m~or~~n~ ~o' "'ee~ ;~ ~~-d ·M-~ ~a~~~t.,. ... ....... .. - .... .:.. -- _ .. .t'" 1w_ ...... 1". ~"\. ~ _ ..... ....~.... \-,l" ... Q,.\",o:;J '-_..c.

gra.'"lts are a reflection of a public policy that is as

old as ~~e Republic and one ~~at r-as independent
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constitutional stature. It i:::; ,.ell k..."own that t.'le patent

system has been a great success. It has made a major

contribution to this count:::y's "I::echr.ological preeminence.

The reliance which has been placed on our patent sys~em

by inventors and by those who under..rite r.,;search and

development should not be chilled b¥_ret:::oactively

stripping away existing rights.

PATENT GBl\.l-!TS, INCLUDING EXCLUSI'V"E
USE R!Gh~S, ~~ PROPERTY RIGhTS
PROTECTED BY TEE. FI:fTE: .iI.!·!ENDr1E~lT

Patent Riahts are Pronertv Riq~ts

Existing patent law declares that a patent is

a property right. Title 35, U.S.C. § 261 states:

"patents shall have the attributes of personal property."

Patents are not only defined as property; they also

contain t....e essential elements of property. By statute,
.

a patent grants its holder t....e right to exclude othe::.-s

from making, using or selling t.'le patented invention

during t....e term of t....e patent. 35 U.S.C. §§ 154, 271(a).

A pater:.t embodies "+-"'e right to dispose of a thing in

every legal way, to possess it J to use it, and to exclude

everyone else from interfering wi~~ it,"l which is ~~e

definition of prope=ty~

1 ;:>'ac"'s Ta··· D<c~;cna-'l lQ0'" (-"'v 5~'"' e-' 1070):.J _ r.. ;;..J ~ _ __ .l, _ _ _... . ... _. 10...... ~.. _ .., _ .....
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Supreme Court r'.tlingsunambiguously reaffirm

that patents are property rights protected by ~~e Fif~~

Amenc.'1lent. In William Cramt:l &: Sons Shin &: Engine Building

~ v. International Curtis Marine Turbine Co., 246

u.s. 28,39-40 (1918), the Court wrote t.~at it is

"indisputably established" that "rights secured under

the grant of. letters patent by 'the United States were

property and protected by the guarantees of t.~e

Constitution and not subject therefore to be appropriated

even for public use without adequate compensation."

Similarly, in Hartford-Emoire Co. v. United States,

323 U.s. 386, 415, clarified, 324 U.S. 570 (1945), 'the

Court stated It [t ]hat a patent is propertY'4 protected

against appropriation bot.~ by individuals and by

gover~'1lent, has long been settled."

The Right of Excl~sive Use Is an Integral
Component of ~e Patent Gr~~t and Concomitant
Prooertv Ric:rht

!n exchange fer ~~e benefits de~ived ==om

ir~~cvation and invention# society, ~~=ough a gove=nmen~

patent,gran~s an inventor t..""lree co-equal right's:

exclusivity of rnanufact~re, exclusivity of use and

eXclusivity of sale~ Each of these =ights is necessary

=0= the i~cvato= to ~eap tbe co~=ercial f~its of his
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creative labor. Because the right to exclude others

from its use is the sole source of a patent's economic

value, toe protection of this trilogy of rights is

critical to the viability of ~~e patent. system.

The federal courts have long recogUized that

an infringement of a patent holder's'right of exclusive

use or manufacture is as fund~~ental a conversion of

property as an infringement of his right of exclusive

sale. The unau~~orized making of a patented product

is an infringment because it allows a co~petitor to

stockpile ~~e product and flood the market i~~ediately

following e:~iration of the patent.% Similarly,

reconstruction of a patented product involves economic

activity directly traceable to the patent. Accordingly,

courts have held ~~at reconst=uction other than bytne

patentee or its licensee violates the patentee's exclusive

right to make the product.'

The right of a patent r-older to exclusive use

of his invention has also been protected rigorously.

As t..'1.e Supr~me Court has put i't, "an inventor recei\tes

• See e a U.,.,,....;O ......._1'ood I"\"'I' .. '"""""-~t.,.-.; ".:;:107'" Co ":',. ~, , ';o'-t-~; e"'" 0. ___ , _"_"; ~._ ..... _..... .L."' ......... "' __ '- .... _ .• v .. ..I" ...... _ .... _ .. ~ ...

Co 1~o· ~ 588 ~cO (C C S D v v 100-/)' 'Mp-ic-n D~aMc-~.. I -_ ... g I.... .. ,...,.,. .. 1 .. ... .. _ I ['"".1.. _ ... _ co..... _ ••• • ........

ROCk Sarine Co. v. Sheldon, 1 F. 870, 872-73 (C.C.D.
Vt. 1280).

] See, e.a., W~l~ur-Zll~s Cc. v. Ku~he~, 377 u.s. 422,-- - ~

424 (::964).



•

.

= 10 -

from a patent ~~e right to exclude others from its use

for the time prescribed in t:'J.e statute." Continer-.tal

Paner Baa Co. v. Eastern Paeer Bag Co., 210 U.S. 405,

425 (1908).· Indeed, it is recognized that, "The very

nature of ~~e natent right is ~~e· right to .exclude
~. . ~

o~'IoJ.ers. It Smith International, Inc. v. Euahes Tool Co '.'

71S·F.2d1573, 1581 (Fed. Cir.), cert. denied, 104 S. ct.

493 (1983). In line with ~~is longstanding poliey,

the mere testing of a patented product for co~~ercial

purposes has been prohibited -- both in co~~ection wi~~

pha=aceuticals' and o~'IoJ.er products.' The purpose of

exclusive use is evident: to prese=ve all commercially·

valuable uses for ~~e patentee to exploit as he sees

fit.? Tests and other uses of a p.atented product haYing

a commerical purpose reduce the economic potential and

value of ~~e patent during its term. Under law all

such economic beroefits belong to ~~e patent holder.

• See also Arc Ma~u=actu=i~c Co., !nCe v. Convertible
~o~ RQ~lacQ~e~Co T~C 3-,~ 1T S 4-'0- 484 ('9 ro d )... "-' __ .... _ _........ I"" .. , _~... e I I V .. .. _ I _ _ . _ _ I

whe=e t:..."le Su;:=eme Cou="t:; s~ated: "unau"t..."orizec. use l wit::'out
mere" consti"t~tes infringeme:l"t:,,!1

5 See, ~.g., Roche Products Inc. v, Bolar Phar~aceutical

Co I "C .1'~ 00 ~lo 04-=0-0 (~a~ C'- .~- ~3 1C8~)'. .., .lo..., ..... _ ... ::-' .. " J,; ...... _ ..J" .... _.... ....... n~_.. .~, ~ - J

PF'ze- T~~ .. I~~'l Rec~':'e- Co~ 2'7 US? Q... -- -, _ " "- _-_ ..."., - .
157, 162 (C.D. Cal. 1982.)

• "e'" e N Raa', 0 Co·~ 0: "'-"'r'ca v '"d-o" 00" 2d.:::........=.' _~;;z.0/" _ ......... _ ~....:..~_ _ .. .t""'....... , _ ....

612, 614 (2d Ci=. 1937) (radio components).

1 See Kaz ~a~u=ac~~~i~c Co. ~r. Chese~rcuah-?o~dfs,
~--?'l- c: -.- 8''''(S"~IV 10 -2) ._,-J.ne. I __ I: ...... C.p;L ~';"':', J..... ..!.J • .1: .. _.. ...0 I a== c.,
-;:;-:--7- 2· 6- 0 (.,. C'- '--3)~~ ~ .. C 1_ ~C __ • _~o ..

"-
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Even outside ~~e patent area, the Supre~e Court

has recognized ~~at ~~e right to ezclude others from

the use of a possession is the touchstone of property.

Justice Brandeis wrote that "[a]n essenti~l element

of individual property is the legal right to exclude

others from enjoying it." International News Service v.

Associated Press, 248 U.S. 215, 250 (191S) (dissenting

opinion) . Recently I in Kai se::"-Aet:la v.. U:lited s-tates,

444 U.S. 164 (1979), the Court ruled ~~at the federal

gover~~ent could not require a privately developed and

operated marina to open itself to the use of the general

public without the payment of just compensation.

Court held that

"~~e 'right to exclude,' so universally
held to be a fundamen~~~ elernentof t~e

property right, falls wi~~in this catego~y

of inte=es~s that ~~e Gover~~ent car~ot

take withGut compensation .. 11 444:U.5 ..
at 179-80.

The

Sect~on 202 seeks to accomplish wi~~ pha~~aceutical

patents p=ecisely the result p~ccibitsd by the Sup~eme

Ccu=t in Kaise~-Aet~a with respect to the mari~a. It

seeks to ab=icge a paten~ holder's exis~ing statutory

rig~t of exclusive use i~ a ~anner,which ~~e Court of

Appeal s ::cr t"l;.e Fec..eral eire:.::' -:: .... - ,t."le s:=ecial:'.::eci.

appel2.:a::'e c::t.:.=t ....... i. ~~ e:~clu.s:"",;e ju=:.~c.=-c"'::'c::. o~"'e:: pa"':e::t
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appeals -- characterized as wort~y of substantial monetary

damages. •

Section 202 "Takes" Property In
Violation of the Fif~;' .~rnend..rnent

The law has long recognized that a ""taking" of

property can occur even if the intrusion. amounts to

something less than a physical invasion by t~e goverr~'llent.

Chief Justice John Marshall early pointed out that the

Constitution is one of en~'lleration not definition, and

so, like most of the great con~ititutional clauses, the

"taking" clause is not confined to its literal text.

Two threads run through the decided cases which explain

the mea..~inq of "taki:lg .. ff The first is a..""'l outgrorlit.;,

of the traditional concept, where t~e goverr_'llent

phy~i=~lly strips the property owner of a pa=t of L~e

:bundle of rights t.'1atconsti tui:es his property interest.

The second line of cases does not involve physical

takings, but rather takings through goverr.'llental

re~~lation of an o~Hner's use of his p=operty where 't~e

regulation sof=ust=atas legiti~ate expectat~ons rega=ding

·~~e economic potential of that property ~~at compensation

is required.

• Eola=, sl:'p cpo -~"--
,,-- .
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Kaiser-Aetna is a leading case in t.'1.e classical

takings line of cases. In t.'1.at case, t.'1.e owners of

the private pond, who had invested substantial sums

to dredge and improve it into a marina, were faced wit.'1.

an effort by the Corps of Engineers to convert the pond

into a public aquatic park •
•

Despite.t.'1.e gover~~ent's

claim that its Co~.erce Clause powers to regulate

navigable waters authorized p~ililic access, the Court

:l:Uled that t.'1.e goverl::-'Uent lacked the aut.'1.ority tel destroy

the o~ner'sright to exclude othersf::om the ma=ina

without payment of compensation.

W~ere.such a traditional taking occurs, the fact

t.'1.at only a small fraction of the entire property right

is involved does not d~prive the owner of Fif~~ ~~Len~~en~

protection .. !n Loret-:.o v .. Te:Leorcm~ter rJIa:n...."'att:an C.~T-l

Corn., 458 U.S. 419 (1982), it was held t.'1.at a state

law which aut..~orized ~"-1.e pe=:naner:.t attac:t."nent of cable

TV installations on apartment house premises constitu~ed

a taking which ~e~~ires just compensation under the

Fifth ~..r:ter:.c...~en.t, even t..'":.cugh 't:J.e cor....~ector occu:;lied

only a ·~MY ~~-c~~on o~ ~hO -roce-~·' ,- .... _..... .l._=- _...... .... ~"' __ ::-' ... ...... :: .

• I~ Lc~e"":~o -:::e Su;=eme Cou=~wace
,:.:­- ~ clea.::: t~at a

no~i~ai pa~=~~ zo= a ccwpu~sc:::y ~aK~ng can~c~ ~ee~

the "jus~ cc::::;:er:.sa-::.:'c.:"'.. 11 :na.::c.a::e c:: ~;:'e ::"::~l1. .~......e::d...,,;,,~e:-~t.
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Int.~e second line of just compensation cases

the. law recognizes that takings can occur when

govern.:uental regulation prevenj:s an owner from using

his property -- even though the government does not

physically occupy the property itself or ~ransfer it

to a t.~ird person. The reasoning ungerlying t.~ese cases

is straightforward: where governmental regulation

deprives an owner of the use O.t: his property in a way

that defeats reasonable invest.~ent-basedexpectations,

significant and valuable property rights are effectively

"taken" from the owner, bringing into play the protections

f~ ... db'" F' c ..• ". • .. 10a _or~e Ye ""ne l. .. ~n .nJ."tl.enc...~er......... As One would expect,

decisions analyZing the effect of such qover~~ent

regulation tend to be highly fact oriented, since the

outcoce will turn in la=ge part~ on a determinati,an of

the owner's reasonable expectations. But, t.."le rule

of la'''' is clear: even a statute which furt.'1.e:::-s an

important public policy will be held to constitute a

"t"';1?'; --g" wno""'e .;.&- ~~ust-":l.l.oos d~ s"'; """'c· ~~A , ecJ.' .. ,; m= e. co.~_...... ..J>__ _"" __ _........._ _ ",,_........ ""' ..... __ ...._.. 1. _ .

inves~~ent backed expectations ..

The leading case is Pennsvlvania Coal Co. v.

Mahon, 260 U.S. 393 (1922). In that case, Justice Hol~es

held fo= t~e Ccu=t that a stat~~e which regulated

10 ~p~ ~O~~ ~on~-~' ~-~~s~o~~~~~~~::::...=.=. _. ~~~ ......... '- ...... ~_ ..... - --_........... - "-- -_ ............
C "-'t 1"'8 U;;;: "'!o" 1 .... ~ ('~-8)--==-=.1., "=~ ......... ..;. "'=, _..:..- ~'::; ..

Co. v.. Net,.; Yo rk
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subsurface :;:ini~g in a way t.~at effectively deprived

the owner of coal mining rights of the right to mine

his coal was a "taking." By contrast, when the facts

demonstrated t.~at a state statute pursuant to which

t.'1e Orand Cent:::al Terminal was designated-' a land.'>lark

did not interfere with the owner's investment-based

expectations as to the use. of "the property, the Cou:::t

found t.'1at t.~ere had been no "taking" eventhcugh t.'1e

landmark statute prevented the terminal building's owners

from furt.~er developing their property by const:::ucting

an office tower atop t.'1e terminal. Penn Central

~ns"Oortation Co. v. Ner,.; York Ci tv, 438 U. S. 104 (l978).

There is a strong basis fer concluding that Sectio~

202 would be held toc'onstit'ute a nta~-ti:lq'l bot.~ under

t...~e reasc=.i:lg of cases like Ka3.se::--Aetna, where a direct:.

appropriatio~ a~d t:ansfer of the owner's r~q~ts was

involved l a~d under cases like ?e!l-~svlvania Coal, where

qover~~ent regulation frustrated reasonable investment-

based expec~atio~s.

As to· the classic "taking" line of cases , ~he

Bolar decision ar:.d other pate:rt'. and nor:.pate:lt cases

demonstrate ~~at ~~e right of exclusive ~se is f~nda~e~tal

to t~e o~~e~ship of pate~ts -- even more ~~an it is

:0= ot~e~ =cr~s of p~cpe=~J' s~nce ~~e sole source c~
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a patent's value is exclusivity. The economic

signi=icance of this right is beyond dispute. The Bolar

court expressly stated that ~~e value of ~~e patentee's

right to exclusive use for pre-marketing test purposes

was substantial. The impressive efforts of ~~e gene=ic

pharmaceutical companies to secu=e p~ssage of Section 202,

and the equally vigorous efforts of some of the leading

research-based pharmaceutical companies to oppose it,

provide perhaps ~":.estrongest proof that ~~e rights

at stake have great commercial value.

If Section 202 becomes law, the exclusive right

to m~~e, sell and use the patented product fo~ pre--

marketi~g tests would be taken from ~~e pate~tee and

transferred to ~":.e inf=inger. Indeed, the taking

contemplated by Section 202 is even more offensive than

the taking conde~~ed in the Kaiser-Aetna case. '1?here,

the gove=r~ent sought simply to give the gene=al public

an easement in a private marina 4 Eere l ~~e trans=e=

is f=cm a business to its competitor. Generic

P·na~-cP"··c-' F4=S Will ~e'-"'en a s~ec'al cc~-e~ci-l_ .._c. _ ..... 1". .. c.__ .... _.... __,I..J '::_"'._ .::"" _ _ u .... ~ __ ~_

adva~tagea~ ~~e expense of research-based companies,

in e=fect, a f=ee ride to use, make a~c sell ~~e research-

base~ -a~p~-o~'s ~nven·~on~o~ ~_ ~ ~ __...... _.... .J.... ... .... _ ... ~ _ _

long ~efore ~~e pa~en~ expires.

corn.tne~c:'al pt:.rpcse
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This "free rider" provision ur.derscores the fact

that ~~e equities have all run against ~~e proposed

Section 202. The co:npany holding ~~e patent funded

the product's 'research and development and incurred

costs associated wi~~ informing ~~e medical profession

and general public of its value ~~d·use. :Having

shouldered all ~~e cor.~ercial expense and risk of bringing

a new product to market, it is entitled to reap the

patent benefits over ~~e full life of its patent. We

C~~ assume that ~~ebill seeks to achieve a valid overall

.~urpose, but that obj~ctive is no substitute for the

Fifth ~nendment's requirement of fair t=eat~ent to a

party whose property is being taken for public purposes.

Al"ternatively, if one e:~a..tnines the bill under

the gover~7.ental regulation li~e of .Fif~~ ~~en~~ent

cases I the provision also presen~s serious constitutional

problems. The distinct i~vestmen~-based expectations

held by owr.ers of existing patents are founded upon

tre subs a--.: ..!....e o,...o ..... ,::l,.c+.: ons w-..; -~::::lo"" ~ .., 0 ~'t..,e '0 a'" en"""... VI .. _ ,-_ ~.. .....~ _ ...

statute. The statute as it existed when the pate~t

was g=anted establishec the scope of ~~ese property

rights and expec~a~icns -- and i~ included a 17-year

e",c'~'s-ive _.: C"''' -0 !t'!""l_1"'A
U ar.d "uo:::e u ~"he -- .... e'?"'! .... e A -~Cc.uc..:..... ......... _ _ __................ .u..c.Jio._ .. .... ~.......:" Co.... .... .:..... ,.".. ~ _ .... a

Sec~ic~ 202 w~~~c=aws =r~~ the pate::-=ee a ce~t=al ele~en~
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of those righ~s, and thereby depr~ves an owner of property

in a way ~~at defeats' his reasonable e~pectations.

The Police Power Exceotion is !na~olicable

Under certain circ~~st~,ces, govern.mental

regulation in the e~ercise of its po~ice power to protect

the public heal~~, morals and safety can prOVide an

exception to the taking clause of ~~e Fifth ~~en~~ent.

However, this exception is not coterminous wi~~ the

reach of the police power and '~~e mere invocation of

the police power does not relieve the gover~~ent of

its "just compensation" obliga·tion.

A., ex~~ination of ~~e police power cases

demonstrates ~~at ~~e takings involved all sought to

termina~e specific nuisances 0= to halt isolated noxious

uses of property ~~at were a da~ger to the'health, morals

or safety of ~~e co~~unity. Classic instances involved

t.~e operatio~ of a b~ickyard within a residential a~eail1

~~e p~ohibi~icn of gravel excavation below the water

line;1: ~~e cu~~i~g down of infec~ed cedar t=ees to

pre-r..rent a spread o'f t.:.'1e· i:lfect:'on to neigr...bc=ing

1l Eac.ac::e,=k 7. Se:::as't:::tr-, 239 U.S. 394 ('-'~).:.. ':t.,;,.,:;, •

1: Gcldbl=."'::-:: v. Ee~:)st~acil 369 u.s. 590 ('0"''')_.... -- .
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groves;tJ and ~~e halting of nonessential gold mining

during a wartime emergency labor shortage when miners

were needed to produce war materials instead. t4

It is manifest that these cases are radically

different from t~e case presented by Sect=on 202. The

property uses that would be affected' by Section 202

are not nuis~~ces. Indeed, th!~ patented, s~stances

are economically desirable ~~d socially useful, and

the exclusi'Tity rights t.""at •....culd be extinguished are

consistent wit..'1 t~e policy of ·t:~e Patent Stat'..lte and

with Article I, Section 8, Clause 8 of t.'1e Constitution.

No "Reci-oroci tv of Advantace" ! s P=-,es9tit

Section 202 is not analogous to certain zoning

ordinances whic~ ha...,e not been considered "takir:gs tf

because t..'""ley provic.e an n average reciprocity of

advantage." See,- ~.S., Pennsvlvania Coal Co. v. Ha~on,

260 U.S. 393, 415 (1922). In ~~ese cases, ~~e Sup~eQe

Court has held ~~at ~~e zoning =equlaticn at iss~e did

not constitute a n";"_'_-i g!t ...... ec ....u~e ":he ,o.,...ooe,.... Y1"",c:..t\._ .I. ~ .c::::. _ 1".... ... _ .... _ . OW:ler

was also advantaged by ~~e re~~lation.

1> ~<11~- 'r ~C~~PM~ ~7- U - ~72 ('Q?3);,.;_ __ .. _ "'~'-'_~"_, "(,, 0 . .:J. ~. _ .... _ •

u.s.
357v. Ce~t~al E~=eka M~~~~c Co.,

,-- (10"")........ -' _.............
Dr..:' 'ted Sta"':=5. --

t·
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In this ~espectl a comparison with t~e Gra~d

Cent~al Te~i~al case is inst=uctive. In Crand Central,

while the owners were prevented by New York's Lar.~~a=ks

Law from building above ~~e Terminal itself they

never't-"leless received "from t.'"le goverr-o-nent tttransfe=able

development rights" to build or. nearby parcels.

the proposed legislation does not grant any such

Here

reciprocity. On ~~e contrary, a substantial _iw~alance

is present in this bill between the patent ex~ensidn

section c: +-.~_ec .....l.on 201, which wi~~ mi~or exceptions

ext~nds patent life only for patents that will come

'n*o be'n-q _&~~~ on-c*men~ OC ·~A ~~" (~~us mos~_ '"'" _ _ .. c..:.. ... Q. l".", ..... J., ~....... _ .... __ '-J...I I,;".

existing patents would ~ot ~~alify for extension) --

and Section 202, which would apply retrospectively and

prospectively a~d subject eve~v c~~g patent to the loss

of the patentee's exclusive right to use.·

Cong=ess Ca~o~ 7ake Back Property
Rights in Pate~ts Simply Eecause
It Created ?-,ose Richts

The ~et~oac~ive ~epea~ 0= e~isti~g pa~en~

protection car_~ot be sustai~ec as an exercise of t~e

inclepende~t power of Cong=ess to create pa~entsl because
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'i t acc:or.:pli shes t.'le very opposite. 15 All property rights

are created by the goverr~~ent because it is the gover~~ent

through its laws that permits private property to exist.

Congress can no more appropriate by legislative fiat

one's rights in a patent t.'lan it can appropriate one's

rights i:J. land. As the Supreme Court has noted:

"A patent for an invention is as much
property as a patent for land. The right
rests on t.'le same' foundation, and is
surrounded and protected by t.'le same
sanctions." Consolidated E!:1.1it-Jar Co. v.
Wright, 94 U.S. 92, 96 (1877).

There is thus no constitutionally significant

difference between patent rights and ot.'ler pro~erty

riqhtsi t."'":.e Fifth Amenc..1tent,' s prohibition against

uncompensated takings is applicable, in full force,

topater.ts and t.'le holder's right of exclusive use

associated wi~~ ~~at pate~t.

Sir.:ilarly, with respect to t.'le Eolar case itself,

t.'le legislation would take frc~ Roche its court-determined

right to obtain potentially subs~antial damages from

Eolar =or concuctheld to be patent infringement at

the t~~e it occu==ed.

1S "7""' ..; S '00"" .... 400 was rnac.~ ~o ~':n' 1 V bv "P-O~,C:).<::'SO- L-"',..Q't""C,C:)._ _ .. _.......... ~. _ _ ........ __ _ c:. ..... _ ........ __

Tribe i~ h~s tes~i~ony concer~i~g ~ome video reccr~in~s.
~eo :-~~ =~~~~A~~- 0: ~ _._~~~~~~ ~·c~~~· =~~-~~ ~:~r~..::::...-= ..._.•..,, __ ..... _'_"'_ ..-- _ '-"o~ , ". __ ....."{ _......... .. ••<:::5 .....e_~ __

~~e S~cc~~. en Cou~~s, C~vil L~~e~~~es and ~~e

A~~~~:s~~a~~c~ of JUst~ce of ~~e ~o~se Co~~. on the
'u"';;c-a~" "7·;" c~~ ... ?' ~ ''''6 ('''<:2)~ '- I, ....... .10 ....- .... "::%.1 _c ,,:,ess. _"""'_ _ ... __ ..
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PROSPECTIVE APPLICATION OF SECTION 202
WOULD ':WOID T:'..E "T.:>..K!NG" PROBLE"l

If Section 202 were merely prospective in its

application, ap~lying only to patents issued after

enac'tffient, the "taking" problem would be avoided entirely.

While a retroactive law is not invariably

unconstitutional, when retroactivity results in a "taking"

of property, ~~e Fifth Amendment is implicated, and

if the legislation runs afoul of Fif~~ ~~~endment

protections, it is unconstitutional.

- Even though the -Supreme Cou=t recently u~held

the constitutionality of a retroactive amen~~ent to

the ER!SA statute u~cler the Cont=act Clause where the

effective -date c: the act was gea~ed to ~~e date ~~e

legislation was iIlt::ocuced, Pension Benefit Gua=a:ltv

Coru. v. R.A. Gr=v & Co., S2 U.S.L.W. 4810 (June 18,

1984)0 retroac~ive legislation has, nevertheless, been

a well of ccnstitt:.ticnal problems. 10 One authority

15 !n'United States Trust Co. v.New Jersevr 431 u~s~ 1,
2 '-22 (19--) -~ .~ --~~ l~A--~' ~ -~ - -~, ~~~o_ , I , lo"..O ...e ..... ou................va_ ..........a.'- ....c, a ... e'-_oc.c .... _ve 5 ........ 1.._

statute tha-= i::::;:ai=ed p:::eex:"s"t:i~g cont=act =ig.hts when
less drastic al -::e=::a-::.i:-:.;es we::-e availab,le to the
legislature. Cc~=are also Lv~ch v. United St~tes, 292
U S ~7' (103") (~~c.·e~al crcve~-~e~~ ~~OM'~;-~~ :~-m• .. ..... _ _ ":: .:... _ _ _... ...• ..._.~ _ ... '- ~ _ ......:...-0.-'0 ........ "'- .r.. .... 'V I

irnpairitg its own cont~act obliga~ia~s by legislat~cn
"'ha~ ca~co'1or4 •. - ..... ."..~s"Go 1;.t:'~ ~ ,....c:::·~--:l.,....ce ~01';,-"" e-) a~d......... "'__ .:.. __ f9a._ ....... ,~.... ~ _\".,,_........ :' _..:. ......... . .;:l , --:.;::...:.

"11';0"'; c::-l--:-··C .....~,--l <:::"""0.Q.' -.:" <:: - -,.0::::: ~~8 " S 2~L!.· (,,:c-/8)~ ....... _ ..... .:=._ ......... ..:. ,,~ c. .:::. ..... _, ",:-, v.... ... _. ..._'

( -'ec 1 ;:l-";- ..:_•• _~ .. ,..:; - ""---~ --:::1-.. _;::::. ..'"- .. ~ ---A-'::-ll ..~ ... ....g _ ....".=:. __ .... .:=. .:;; ... a. .... _ .:::1 __ ............ _ .v ...._·c .... ..•. c. a. __ .!
al~ered the te==s of a preex~s~~~g pensic~ pla~ cau3i~g

a pe=~anent a~d i=~ediate c~a~ge i~ t~e e~pec~a~~Q~s

[ ;;-oo-;-'~ ~~ ~-; - .~,.; 0- ·"0" _ •• , - • - ]_ .........0 ~_ co........ _ ....t: ' n _ ..... _'-'Vt .........g pa.ge
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h " ..~ th t "It' a c"_ .. ,, t 1 . "1 Cas w::.looo ....en.a. J.5 _t........~_men a pr::L!:c_p e o~

jurisprudence ~~at retroactive application of new laws

involves a high risk of being unfair." Sane.s,

Sutherland's Statutes ane. Sta~~torv Construction § ~1.02

(~~~ ed. 1972). The author explains:

"One of ~~e fundamental considerations
of fairness recognizee. in every legal
system 1s that settled expectations
honestly arrived at with respect to
substantial interes~s ought not be
defeated." Id.at § ~l.05.

Indeed, just ~~is week, House ane. Senate conferees

agreed to eliminate the retroactive feature of the

legisiation that ~as the subject of the Pension Benefit

decision because of its perceived unfairness.

Rec. F.6683 (June 22, 198~).

See Congo

Retroactive legislation in the patent area presents

a mo=eclea=cut ease of unfairness t~an a retroactive

pension statute because the gover~~ent is a party to

the pate~t qra:lt:. Paten.t ownE~rs rely 'on t-~e e:q::;ress

te~s of the stat~te anc on constitutionally g=ounced

[ ~ ,........ 1 6 c,... -~ """1".0:' ;-0 _...... ~r=;.: g ~-ge'... oo o,,-e _ :-_ .....__c _ t:1 .:-' .. ec :-,c;. J

O c "'he -a-"4ps) , •.:: ..~ "=0 0 1:,,": 1.....: ........ 0 ~. TO-rr ~_.-t"l""l ~T.. ......... ~ _ ..... -._ I ~ .•~ 4 •• _ _ ......... _'-_~.. C(.:....I c._~ •• .-:.,:, 4... ..

Blaisdell, 290 U.S. 398 (1934), and =.:r..ercv : ..esc="'",~es
Craun. !~=. v. ~a~sas ?ON~~ & L~c~~ Co., 103 s. C~.
~q-- ... C- .... o ("'::::::.,;:: .... ) (.-..=..,.. .,;--oi..., ..... ---~.~ .;-,--~ ~ ........... I I I ·0-""..... _ ....... -:l ,:-' __ ::1..:. .... "= s'-.:::. ...... .I.._g..:.::o_.::. t"' a ...
4 - ~-od __~~V~ -~--g ~~~- ~.-)_tr'.:--,a_J._ ::- ...... _ ... _5'-_...... c ..... ~ ... _.... ac ....~ ..
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public policy when they disclose ~~eir inventions.

The issue raised by Section 202's retroactive application

has been addressed in earlier judicial decisions. See

McClura v. Kingsland, 42 U.S. (1 How.) 202, 206 (1873)

(new patent legislation "can have no e£fect to impair

the right of property ~~en e:dsting .~n a patentee");

Diebold, Inc. v. Record Files, Inc., 114 F. Supp. 375,

376 (~.D. Ohio 1953) ("The constitutional principle

of due process prohibits the retroactive application

of ~~e new statute and a resultant invalidation of the

plaintiff's patent claims").

To avoid ~~e consti~utional dif;iculties inherent

in retroactive legislation, Congress has traditionally

been careful to limit ~~e effect of new statutes on

existing patent rights 0 ~~iswas rnostevident in the

Patent Act of 1952, which revised and codified ~~e patent

laws and repealed",prio:: laws. T:.'1.ers, Con<;:,ess

specifically provid.ed thattia:J.y rights or liabilities

now eXisting under such [repealed] sections or parts

t...'1e=eo: shall not be a.=fec.l,:ed by this repeal .. " p...ct·_-~

of July 19, 1952, c. 950, § 5, 66 Stat. 815.

Whateve= val~dity ret~oac~ive legislation may

have in ot~er areas of t~e law, it is plai~ t~atsuc~

stat.....:..:.es. ca.::::o~ ab=oga~e -~Q.
'-.... - pi:c-::ec~:"or.. 3 af~o=='eci ":;"1
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the Takings Clause of t..1-te Fif"th ~.menc.ment. Since Section
I

202 seeks to accomplish just such an abrogation of Fifth

Amen~~ent rights, its constitutionality is seriously

jeopardized.

C.ONCLUSION

-
In sum, as a matter of constitutional law, Congress

without providing just compensation cannot abridge patent

and property rights it has conferred and upon wr.ich

inventors and investors have reasonably relied. This

is precisely t..~e aim of Section 202. The rights involved

-are substantial and t..~e constitutional infi~ities"

sig:lificant.

...


