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The invitation and opport_unitjr to participat_e _in' I:he' hear'ings' being

conducted by the Subcommittee is much appreciated. My remarks are made .

_on'behelf nf_ the University of Wisconsin, one of the forerrx.est'.research .

. 'univer'siiies' i,n.-the World the Wieeensin Alnjfnni Reeeefch --F'eundatien' of N
'whlch H have been Patent Counsel smce 1960 the Soc1ety of Unwer51ty -

' 'Patent Admmlstrators the Amerlcan Councﬂ on Educat1on ane} the Councﬂ _ |

- on Government Relatlons of the Natlonal Assoc:.auon of College and

Unlversﬂ:y Business Offlcerswm /”B%G Q—\.CSIY(W QEUWMCM WW

-—-- Y W N T 5\.nm m W SO Vl—&ema, M@-@ﬂ\me .

The W1scons1n Alumni Remh Foundatlon (WARF) is a nonproflt o

o organlzatlon mcorporated in 1925 Whlch functions as the patent adrnmls— o

' _-'tranve arm of the Un1versxty of Wlsconsm and is the des1gnee of the Unlver-'_--

Cre T szty under the Inst1tut1ona1 Patent Agreements between the Un1vers1ty and |

~ the Department of Health, Educetmn,and Welfare and the Natwnal Sc:1ence .

" Foundation. In each year WARF's total income is given,"witheut_restrict_ion, -

o 'to.the University of Wisconsin for use in support of research,




and assocratlons in hlgher educatron

The Counc:tl on Government Reiat1ons of the Natronal Assoc1at10n of
B CoHege and Unlversrty Busmess Offlcers is supported by 119 leadlng unlver-" -
sities whrch as a group, are the re01plents of over 90% of the funds rnade B
'ava1lab1e to hlgher educatron through contracts and grants for sc1ent1f1c |

act 1V1t ies,

The Soc1ety of Unlversny Patent Admmtstrators is a professwnal

‘-somety of individuals all of whom have some responsrhﬂrty for adm1n1ster1ng

R mventzons and patents at or in connectron W1th some university. It currently

-~ “has approxnnately 120 members connected with over 90 unlversn:les and as

o one of its ma]or intended purposes, is concerned Wlth the: educat1on of 1ts

mdwtdual members to the techmques for accompllshlng the transfer ot‘ the
- -results of basic research conducted at the unlversrtres to the marketplace
o

" 'prlmarﬂy through utlhzatron of the patent system

Fundamental to the posrtlon of the unwersn:y cornmunlty W1th regard

--_-t0 the dlSpOSlthH of prOperty rights resultmg from research and deVGlOp*n ent e

 activities sponsored and funded in Whole or in part by the Federal Government A

- are certain strong be11efs _Wth_h -_have been amply remforced by the exper_lence S
- of rnany years
Paramount among such beliefs is that the basnc consrderauon in the -

-"disposition of intellectual prOperty rights generated through the expendrtnre_




| of Government funds should not be whether the Government or the contractor o

should take t1tle to such property e

_ %rth»-@@nermase-&t—f-nﬂdﬂg but, in whose hands W111 the vestlture of prlmary

'rlghts to invention serve to transfer the mventlve technOIOgy most qulc:kly

 fothe publlc for 1ts use and beneflt

£ taEiony Ehe un1ver31ty commumty cOnsiders .2
1. that thy overnme patent pohcy has
;‘?‘ been a sérious dlsmcentwe to] succes sful technology transfer
. from the 1 Hlic nd has, 1n fact often
_'deprived" the abllc of the fr it 6 of bas1c research

. that the absen = of a unlfo gOVernment patent pohcy Wthh |
. reﬂects and suports - 5 stern of free enterprtse has helped '
" to put the United Skg b ril«in-the World'econor_nic scene; -

years been made increasingly sub-

‘that science has oyex

_ _servient to poli iCS, Wi dec151ons bemg made not on. sc1ent1f1c

facts but.on 11t1cal Oportunlty, .

~ment by i rov1d1ng the i ve'rr and the process of technology
: _transfe a11 necessary stnnul to mventlve and 1nnovat10n
. activig in a free ente} pr1se eny 1ronment

.that he less restricti e a government patent pollcy is, the

: greater is the transfer of technology under the pohcy,

 that the ralgnt of inventio n'rnust be g'iven the maximum encoorage- el




‘-tha’t-a- 'unifor government- patent p‘olic_y- unde -Whic’: the o

pr0V1de |

: ma.de in . ol or in part with Gove ment funds wil
the max1mu tlmulus to inven 1on and mnovatmn d_w_lll_
be in the pub ic ints est; .
'-*that'the pate Nt ‘sys:te o, ~- herfect through :it r.haye'. ‘is the:‘ '. o
- key to the conversion of sc1e § 1c knowledge mo producuon o =

‘ -heneflttmg an welfare and

that a.. ‘stated by Chlef ]udge Markey e) the C PA nO mstl-—: ..:

has do{te so much for so many W1th SO 1tt1e publ1c and'

udicial understanding as has the Amerlcan,atent s_ stem_.-___f_ S

T

e dollars are Ihade avaﬂahle in the expcctatton of not only deveIOpmg bas1c
knowledge but also in the expectatmn that the fundecl research W111 lead to .
products, processes and technlques Whlch W1ll be useful and acceptable m

| all or part of our soc1ety to 1mprove the Well bemg of the soc1ety in general

In the face of this presurnptlon 1t is apparent that mventmns Whether

'made through the expendlture of pr1vate or governmental funds are of httle L "

| Value to society unless and until they are utilized by society. In order to
- achleve such utlluatlon it is essentlal that the 1nvent1on be placed m a form =

or cond1t1on wh1ch w111 be acceptable and henef1c1al to the pubhc In other

words, the tec_hnology_ must somehow be transferred_ to the public sector,

'cont actor -s the first optlon to acqu1r tltle to inv ntlons L




" In a free enterprise system such transfer is nOrmally'accomplished
as the result of pertinent and appmprtate act1v1t1es of prtvate enterprrse

= "Smce such activities obv1ous1y entail the comrnltment and expendtture of .

. _substantial monies --~.an _exPenditure Whlch has been _estimated to be 10' '
' 'tlmes or more of the amount needed to. make the mventlon - adequate and
-'approprlate mcentlves to such commitment and expendltures must be afforded

_- -'Consequently, and smce the patent system prov1des such mcentwes and 1s the

| } ' most v1ab1e vehlcle for accompllshmg the transfer of technology ’ full and
g .careful con51derat10n must be glven to the making of any. patent pohcy Wthh
-:-«W111 affect the transfer of technology that has been generated in whole or m -

part by Government funded research

that the primary objects of such a policy shou'td be to:

_ _made with Government fu_nds;_

2, . ensure that the Government's interest in practicmg""inventions .

for Governmental purposes resulting from its _.,S‘JPPOI'.t is -

protected;

3. . ensure that patent rights in such inventions are not used for-

unfair, anticompetitive or suppressive purposes;.

- For rn'any years the univer;sity sector has sought a un__iform-_Government S L

B patent policy. There wa's_gener._al'._ agreement,\within and without the Government

. 1.-', . ‘promote further B;gate deveIOpme'lt and utlhzauon of mventmns' L




e 4 . ‘minimize the cost of admmlstermg patent pol101es through
unlform prmc1ples and

S, attract the best Quahfled contractors,

't_is;re_ally- intended that tr)é

publlc shbuld truly venefif fr m the expen iture of Governm _nt x search .

L i of prlmary. ighfs to inventions .
serve\to tya/nsfer the mve\twe/ technoIOgy mo& /éulckly to th\g/

o *';pubhc M its use and bene ?

. One .can truthfully say that up to the presem: GOVErnmem patent S

_ pohcy has at’ best, been non- unlform and, at worst, has been a. non- pollcy

. | Wlth:the .re.'sul-t...that,,som'e,;ZO,,or,,,more_____pohc1e_s__.__hav,e;develop}ed, :,__ge_nerall_v on.
an Agency by-Agency basis- and not even with untform appllcatlon of a gwen -:_
- _Agency pollcy within an Agency At the one extreme some Agenc1es o

. advocated the t1t1e" pohcy. At the other extreme was those Agenmes aduo-
catmg the "-.'llcense pohcy'._ T here were also many and varled p011c1es between 3

: those two extremes S |
Governmental agencles opcratmg under the "t1t1e" pohcy 1ns:tstec1on :
o acqulrlng tltle to all contract generated mventmns and patents on them, .
mcludmg mventlons Wthh were only mczdental to the ma;or purpose of the N
" c:ontract and then ded1cated them to the publlc through pubhcauon or by

: offermg a 11cense on a nonexcluswe r0yalty free basus under any patents

" "obtamed o all WhO requested 1t T he argument was that all these mvenuons




_"incl'ud'ing the _incidental inve_ntions,: should be acquired becau_se "they had- o
been "paid for" by th_e 'Govern_ment_a'nd s’houldtherefore_be owned _by_the_

| Government. L " o

: A‘gencies which adopted'the llcense pohcy perrnltted the contractor f |
to take and keep tltle to inventions and patents arlslng under the contract
' whlle reservmg a royalty free 11cense in the Government to practlce the

- 1nvent1on for Governmental purposes The theory which these Agenc1es

B 'app11ed Was that mventlons and’ patents are only mc1dental to the Spec1f1c '

'-research or product contracted for and that equlty demands nothmg more '

' than a. royalty free r1ght for the Government to use the inventions,

Smce W1thm the untversmes more often than not, an mvestlgatlon )
- '.1s carr1ed out with funds acqulred under grants or contracts with more . |
than one Government Agency, ‘and perhaps also w1th co- mmgled funds
| 'derlved from other sources ‘the uncerta1nt1es as to the appl1cable patent
| pol1cy m111tated strongly agamst the successful transfer of the techn010gy
deve10ped Most unfortunately, the most restrictive pol1cy was app}.ied and N
'generally w1th 11ttle regard for fundmg%&’l‘he mev1table result was -
i an adverse effect on poss1ble transfer of the technology to the pubhc. It B
- See Publlc Clt].ZBIl V. Sampson 379F Supp 662 (D D.C, 1924) aft’ d R
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. '




has been the experience of years within the universities that the more ... SR

| its fundmg the less the l1kel1hood ex1sts that the technology will be success- B
'fully transferred for the publlc beneftt
An mterestmg comparlson along these lmes was rnade by Harbrzdge o

Sl House in 1ts 1968 study2 of Governrnent funded patents put 1nto use. in 1957

"land 1962 It was found that contractor held 1nvent1ons were 10. 7 times . rwe«k
- Ay -

. B85 ilkely ag Government held 1nvent10ns to be utilized in products or
S processes empIOyed in the prlvate sector for the benetlt of the pubhc

'M'or.eover,:. based upon exper_tence'- partlcularly un_der-- the' lnst1tut10nal .

"-._'Patent Agreements as between un1versrt1es and nonprof1t organlzatlons on .
' the one hand and the Department of Health Educatmn, and Welfare and
the Natzonal Smence Foundauon on: the other hand there is no reason to

'_ suspect that a. dlfferent conclusxon would be reached today

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

~incentive to.inve.nt': 'deVelop and exploit new technology' - t0 promote. science B

"title" oriented an Agency is tow‘ard inventions a.nd pat'ents generated-under '. S

g and useful arts for the pubhc benef1t - when the Government holds the patent __ - o

undex the aegls that the 1nvent1ons of the patent should be freely avazlable '
to ally much the same as 1f the drsclosure of the mvent_ton had been merely
5 pubhshed the patent syste-n cannot operate in the manner in wh1ch it was .

s 1ntended T he 1ncent1ves mherent in the rlght to exclude conferred upon the

_ prwate owner of a patent and wh1ch are the mducement to development

L 2Irlarbndge Honse lnc. s Government Patent Pollcy Study for the FCST
Commlttee on Government Patent POlle, May 15, 1968 ST




efforts, are: snnply not avallable
The exper1ence Wlth hcensmg of Government owned patents Wlth
'the Governmeat m the mam espousmg a nonexcluswe 11cens1ng pollcy, has

1rrefutab1y been one of non- use. 3 In the Ianguage of the orlgmal 0p1I110I1

'."_of the Ccmrt in. the famous case of Unlted States V.. Dublher Coqdevlser .

"in'a dead hand mcapable of: turnmg the patent to account for the benefxt of

' the publlc.

It should be obv1ous that WlthOut the 1ntroduct10n of new- products .mt.o

-the economy;-:economlc growth and job expan-smn would come to an eventual '
_halt Whﬂe people can d1sagree whether partlcular technologmal mnovatmns
e are good or bad, we doubt that anyo*le would - serlously argue that a sloW down
- in technologlcal mnovatlon Would not result in slower economic growth leen-: o

-the large fraction of research and development performed in this country

that is Government—-supported- it is mescapable 'that a Government patent'
< pollcy that dlscourages 1nvestment in the development of the mventlons made
i durmg that research Would have a negatlve effect on economlc growth

A good example of the dlsmcentlve to the transfer: of technology

' __Wthh occurs uader a restrlctwe Government patent pollcy a_nd the salutary o

3See Resume’ of U.s. TechnOIOgy Pohc1es - Dr. Betsy Ancker—]ohnson- )
- Les Nouvelles (Journal of the Licensing Executives Society) Dec, 1976,
* Vol. XINo, 4, p. 186; Statement before the National Comm1ss1on for the
Protection of Human Subjects of Biomedical and Behavioral Research,
~Dec, 11, 1976, (This latter document also contrasts the experience of .
-universities in licensing patents owned by them some or most of which may
-have resulted from research supported in whole or part-by Federal monies).

: -Corporatmn when t1t1e to patents is vested in the Government they are lodged e




- 1.-_0-'?'.-' |

3 ‘e'ffeets 'Which -are"e'ngendered when such restrictive policy is .substantially'_

o .'relaxed can be found in. an experlence at the Un1versrty of WlSCOIlSln

‘In the early 1960 s when I fzrst became mvolved wzth the questlons S

raised by Government:fundmg of research at unwersrtles, the Department S

: '_of Health Educatlon and Welfare was funct1on1ng bas1ca11y W1th a title -
- with waiver pollcy, even though a number of Inst1tut1onal Patent Agreements BE
wer.e outstandmg In that perlod c:rcumstances were encountered where .
- '- requests for determmatlo"ls of Walver in the face of potent1a1 statutory bars :
aga-mst-'patentmg would go. unanswered .untrl a_fter the- st-atutory bar had;.become'__- |
| -,_:-effecti\}e Then t00,. on the very few occasions where a walver was. granted B
it was so fraught W1th restrictive prowsmns that it presented an unworkable:' -
+-basis for -_transfer_rmg .te‘chnolegy. -No commerc_1a1 f:rnz_ Would_.accept the '
- ‘conctit.ions which were 'i.mposed by the-waiver-."' S - |
T he.. effect’» of suc:h .circums_tanc-es was to com.pletelytliscourage' the '; ..
- mtrentor from seekmg to commerc1ahze ‘ns mventlons and in fact of |
even: recogmzmg the presence of mvenuon - the burdens attached because K [
| - of the posture and attltudes of that Department toward the transfer of
. technOIOgy were sunply too - overwhelmmg |
Ultunately, on December 1, 1968 after a long puI'lOd ofnegonatlon §
andﬁgr%t%;;m of the Department of Health Educatmn and Welfare (DHEW) pohcy
.' by the General Accountmg Offlce .an . Instltxtonal Patent Agreement (IPA)Was o o

entered into by the Un1vers1ty of WlSCO"lSln and the Department of Health o

Educ_a_tlen_, and Welfare w.hlch gave. the Unlverslty the _f1rst__ optmn t_o o




__11 _. L .:.

T ownersh1p of inventions made with that Department 's funds | The Wisconsin T
_.-Alumm Research Foundatlo"l Was named as deslgnee of the Umver51ty under

i that Agreement | | |

| | The results although not nnmedzate, were astoundmg

Whereas prror to the effectlve date of the IPA, December 1 1908

' no mvethons made at the’ Unrvers1ty of W1sconsm with Department of Health, B
_.Educat1on, and Welfare funds had bee'l 11censed to mdustry (one mventmn .
‘not fallmg under the IPA Was 11censed after that date) smce that date,

g f11ed 96 appllcatlons on 57 of those d1sclosures and has had 55 Umted States .

- patents 1ssue

: A total of 20 l.icenses were issuednnder one 'or' more of these. patents' R
and patent appllcatlons 18 of Wthh are st111 extant and under which four -

-New. products have . been marketed with the strong promlse of yet other

products'to be mtroduced after significant .de_veIOprnent work: by 11censees._
~ has been 'c.or'n_plet'ed. ~ Three of the-'produc':ts n_ow in the marl_cet show sig'n'ifi_e.._ '

| _'_cant'.'promise for'alleviatinghuman_suffer.ing. o | |
| On a broader base smce 1969 when DHEW began usmg a Iess
| restrlctlve patent pollcy, unt11 the fall of 1974 ‘DHEW estlmated that the ; _3-
"’."rlghts to 329 1nvent1ons made in the performance of DI-IEW funded research |
were bemg managed by 1nst1tut10ns Durlng that perlod these organmatlons -

o had negotlated 44 nonexcluswe and 78 excluswe 11censes under patent

~ applications or pa.tents on the 329 1nvent1ons.'. "By the end of fiscal 1976 e

: 'f'WARF has rece1ved a total of 76 inyention dlsclosures under the IPA has PN




. | e W
the number of mventlons held by such organizations had mcreased to. Sl'd
DI—IEW estunated that the rlsk capital generated under the hcenses on varlous . ;
. of these 517 mventlons was. approxnnately $150, 000, OOO | .

Th1s expcrlence strongly supports the general pr0pos1t10n that the

less restr1ct1ve the patent poltcy the greater is the transfer of technology.

And 1t is s1gn1f1cant in th1s regard that the maj or thrust of the Inst1tut10nal
Patent A_greements and of H, R, _24_14 is th_esame', 'nam.eiy,_ that -the contractor_ X
g ' has.first Opfion.:to, title to any inventiOn ma.depunder ‘the c'0ntr”act In b‘oth- SN
| situations the: Government and the publlc is adequately protected through :

approprlate "march-in’ prov1s1ons

- Moreover, we belleve these data clearly establlsh that the -unlversmes
‘\ have been hlghly successful in transferrmg technology left thh them through =
'I llcensmg under patents whereas attempts to 11cense Government owned -
mventmns have been smgularly unsuccessful (see footnotes 2 and 3 supra)

In addi tion, . and of: d1rect 1mportance to the economlc well be:tng i

of the United States, is- that where the first opt1on to t1tle to mventmns has

°
. gf been left Wlth the contractors numbers of forelgn patents have been pursued
|

and obtalned T h1s “of course, prov1des the bas:ts for a return 1n the form C

: AV
of royaltle fror.n the transfer of the technology represented by those patents R

- to foreign'compa.nles and countries, with the_ promise of allevtatmg our -
Scrence Policy Irnpllcatlons of DNA Recombmant Molecule Research

Hearmgs befcre the Subcommittee on Science, Research and Technology
of the Committee on Science and TechnOIOgy, U S House of Representatlves,

o 95th Cong lst Sess, (No.. 24)p 965,
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balance of payments deficit, -
In cOntrast' under a policy where the:-Government takes t-itle to the

mventlon there has been ‘at best,a very 11m1ted effort to obtam fore1gn =

'pa,tent protectlon W1th the result that much of the technology generated

B “under, Federal fundmg has been avaﬂable W1thout charge 0r restrlctton

to fore1gn compames and countr1es The 1ncur31ons 1nto the Untted States o

o -.frnarket by such companies who have very successfully ut111zed such

technology are well known, as is s the resultmg balance of . trade def1<:1t

o We fl.rrnly belleve that the first- opt1on 1n—the contractor p:)hcy of o

- and _ereby._ permits:

{a) he-prorhpt filing of appropriate'- patent: appllcat_ions_‘_'- | SR

s by he contractor-grantee;
(b)) an ea y effort by expcrlenced technology transfer

- groups and patent management organma.tions to-loc_ate f

an_c_l—_engage -jvate enterprise_,' in fur'_th’er deteloPment

| :,-_.of inventions; B | G

(c) | 3 an early decision t'h.e-_ inclustrial -del.\.reloperf t_ha.t the B |
| - intellectual proper'ty \ ights.in.'the innovation hemg -
:of.fered are sufficie_nt.to rotect its 'rislc.l_inues'_trnent, :
2 o lt is._ a recogniti_on by _the_ag_encjr. th t th_e nature ._of‘_th_e. research a

~ being supported through funding undeX, a grant or'contract_' is




L - 1.4'_

- fundamental or basic and that inventions and the making

B ." of\them a;te by- pr_odncts__of. and not a specific object of the

- It prov1des motl_ :

. - xresearch pro_-;ects.--t

., inventive' technology to the 'publ_ic_--

;_.all of the part1es to the 1nvent1ve technology.

gran{ or contract. 7

o It 1s a recognltlon that any 1nvent1on evolved W111 requ1re v

further eveIOpment to brmg 1t to the ma:rketplace-—‘ B "

"deve}opm t Whlch should involve prwate enterpnse since

: under our fr_ e enterprlse systern prlvate partles and not

the Governme { should engage. in such actwlty._ .

tion for a contr1but10n by a commercml .

orgamzatlon in ca____h or m kmd to Government funded

certamty of the grantee (contractor)

~ having the flI'St option to, any mventmn arising from such pro;ect' i

o prov1d1ng the b351s for thig now reCOgnlzed att1tud1na1 change ek

by 1ndustry

'_ It prov1des a cllmate Wh1ch en _ourages the. mvesngator-

: m_vento_r 's contmumg part1c1_patlo_ in the transfer of his -

particularly important

consnieratlon where unlversn:y gener ed mvent1ons are
1nv01ved since such inventions tend to be embryomc in nature

LIt more falrly recognizes- the equities and ontrlbutlons of




‘_15_'_.'--

S A P vides the 0pportun1ty for the unwerszty contractor _'

benefits a secon tmne

8, It permits tim’ely'c sider-a.'tio'n' to be given to_foreign patent
' -proteet1on and thereby enhances the pOSSlblllty of generatmg
payments from fore1gn shurces for the transfer of the patented S

' technology under 11cense with an attendant favorable unpact

" upon the balance of trade

kis wholly

_in the public interest. - Such belief is'bas'e'd' upon; -

ST the past records’ of many . unlver51t1es as successful agents
for the transfer of technology, _ |
2, - ““the W1ll1ngness ‘as taught by exper1enoe of the pr1vate bu51ness
. '_ sector, 1rrespect1ve of co_mpany s1ze‘, to deal_equltebly and in - |
| *good'faith.vrith- univer'sities 1n such teohnology transfer endeavor; -
3, the good experlence Wthh has been enjoyed by the un1vers1t1es |
g in the 1ntegr1ty of 1ts technology transfer 1ndustr1al partner"
- 4. T the 1mprov1ng att1tude of commerc1a1 organmatlons toward

'-research. at a univers ity where a less restrictive patent pollcy




~16 -

- controls. as eviden_ced by increas-ing numbers of in.st.ance's |
_':where companles have made contr1hutlons -in cash or in
. :kxnd to Government funded research pro;ects where only

the prosp°ct1ve rlghts to mvent1ons, yet unmade is 1n.volved—'_¥_' "

| the certa mty that the unlversmes w111 have f1rst 0pt10n to |

S t1t1e to such mventmn apparently belng the prnne mottvatton' o

5-.__ -- o the unw1111ngness based upon exp»..rrence of the prlvate |

busmess sector to become a 11censee of the Government and .

6 .'.-:__'"the smgularly unsuccessful technology transfer record of the—'" -

Government

-T here has been much sald recently about the state in which Unlted
| States sc1ence is today and about the innovation process, There are m fact

rnany d1squletmg proxy measurements Wthh in summatlon glve cause: for

real concern that in some areas at least we have lost and in other areas are

' _.losmg our technologlcal leadershtp. For example | . N :

| -':-__-Srnce the 1960s total expcndltures for research and deve10pment o
have dechned by about 5% in constant dollars whlle expendltures

_for bas1c research are down more; than 10%._

 Industrial expenditures for basic research have declined more than

209, o
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.Based upon gross national product ‘R & D spendmg in the 10 years -:' o
- -from 1965 to 1975 sllpped from about 3% to. about 2%. Durmg

'that same perlod R & D spendmg in Germany, ]apan and Russ1a

mcreased

Forergn mventors now receive about 37% of Unrted States patents

o 1ssued up from about 17% m 1968

We have a declrnrng balance of trade tvh1ch in the manufactured
: goods area, has been hu11t in part. on Unrted States technology whlch o
. was exported | '. |
' _We as a nation are spendmg less on research usmg fewe‘r people
and producmg fewer 1nvent1ons and fewer of the mventtons we do produce :
-reach the marketplace and it takes them longer to reach it. B |
- In fact today the Umted States responds to the def1n1t10n of an. under- o

deve10ped natlon Wthh is one that exports raw mater1als to mamtatn 1ts-~ e

balance of payments whﬂe it 1mports fmlshed goods to mamtam 1ts standard
of llvmg - We are exportmg our gram cotton tunber, coal and other new

materlals to pay for TV sets, radios, tools steel clothmg and a host of =

other fmlshed products
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- tg/the pub c for 1ts se and be git,

‘Ee unwersn:y communlty con51ders '

that the abeence of a umform government patent pohcy has -

' been a serious d1smcent1ve to successful technology transfer
- _ 'fr-om the uIliVGl’-'S'lty to the pnbltc and has:, -inr fact -often |
i deprlved the pabhc of the fru1ts of basic research;
.- that the absence of a unlform government patent policy which
P reﬂecte and supporte our sys:tem .of -free enterprlse has helped . )
to pnt the United States. at peril in the world econom1c scene; ..

‘that science has over the years been made mcreasmgly sub— _

servient to pol1t1cs W1th decisions bemg made not on ec1ent1f1c -

- facts but on- p011t1_c31 opportunlty;
_ _"-that the talen.t of invention 'rnust -be-given the maximum enconrage_- 7
'.'_ment by prov1d1ng the 1nventor and the process of technology |
- .transfer all necessary sttmull to jnventive and inpovation.
: actwlty 1n_ a:free-enterpr_lse_ en_v;ronment; |
- that the less restrictive a gonernment patent”policy is, the

-.greater is the transfer of technology under the policy;

}




The Amerlcan Councﬂ on Educatlon is the nation's largest assoc1at1on .

'-of colleges and un1vers1t1es a.nd represents over: 1600 colleges unlversu:1es '

' and assoc1at10ns in hlgher educatlon

The Counc11 on Government Relat;.ons of the Nat1onal Assoc1at1on of .- -

_College and Un1vers1ty Business Offlcers IS supported by 119 leading _unlver- '_ |

7_ sities which, as a grou'p, ar'e.the recipients of over 90% o'flthle funds made_ N
‘available .to higher education t'hrou'gh" con'trects a,nd grants for sCientif_ic_
- activities, . | | S . . |
- The Society of University Patent Administrstors'is- a professional
society of individuals all of iﬁrhom__have some'_responsibility for administering
.inventions and patents a.t-or' in connection_with some oniversity.' LIt currestly
. has | éPPr_oximetely 1'20' members connected -With.over 90 universities and als.
one of its major intended purp.oses," is concerned with the education of its
' “_individnjal members to the techniques for a.ct:omplish.ing the tr.ansfer of the.
: -_fresults of basic research conducted at the umvers1t1es to the marketplace
prnnarﬂy through ut111zat10n of the patent system. |
. Fundamental to the pos1t1on of the un1vers1ty commumty with regard.

| -_to the d1spos1t1on of property rights resultmg from research and deveIOpment'

”“act1v1t1es sponsored and funded m Whole or in part by the Federal Government :

- are certain strong beliefs which have been amply reinforced by the experlence

of many years.
* Paramount among such beliefs is that the basic consideration in the

disposition of intellectual property rights generated through the expenditure




that a unlform government patent pollcy under Wthh the

- contractor has the f]IS'E 0pt10n to acqu1re t1t1e to inventions

E 'ma.de in whole or in part with Government funds w111 promde

' the max1rnum st1mu1us to mvent1on and mnovauon and W111 _
“be in the pubhc mterest

that the patent system 1mperfect through it may be, is the

'key to the conversmn of sc:1ent1f1c knowledge mto production o

: beneflttmg human welfare and

that as stated by Chlef ]udge Markey of the CCPA 1o insti-

~ tution has done =0 much for .so many with so 11ttle pub11c and

- achieve such

or condition

t the basis of what -

Jjudicial understandmg ‘as has the Amerlcan patent system

'. n1vers1ty commumty ,heves_ should W& The

hich will be _acceptable c'} be*1ef1c1a1 to the P b11c In other'

- words, the t

¢chnology must somehow be transferred to thé public_: sector.




In a free enter prlse system sueh transfer is normally aeeompllehed_
as the result of pertinent and approprlate activities of prlvate enterprlse
N .Smce such activities obv1ously enta11 the comm1tment and exp..ndlture of
- substanual monies -- an exp,ndlture Wthh has been estnnated to be 10
.:tlmes or more of the amount needed to make the 1nvent10n -- adequate and
_ lappI‘Oprlate moentwes to such commltment and expendltures must be afforded
; Consequently, and since the patent system prov1des such mcent:tves and is the )
most mable vehlele for aceomphshmg- the transfer of .technolog.y, full an.d |
careful eonmderatlon must be glven to the makmg of any patent pOllCY wh1ch
: Wlll affect the transfer of technology that has been generated in whole or in |
part by Government ~-funded research,. | | | |
For many years the un1vers1ty seetor.has ’sought a unlform Government '
"_'-_patent pollcy There was general agreement W1th1n and without the Government '
~that the prlmary ObjECtS of such a policy. should be to: - |
'1. S promote further pr1vate development and utlhzatlon of mventlons
.made with -Government funds; _. | |
2, - 'ensure that the-Goire‘r.nment's— interest in practi_cing_ m\_ren_tions o
-~-for'Governmenta1 pnrposeS'resnit_ing from__its. s.npport is v
protected;' | | | o
8, 'en.sur‘e. that patent rights in such-inventions are not use_d for -

- unfair, anticompetitive or suppressive purposes;
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. We are in d_ire}'-:n_eed of H. R, 2414 as a_s_t_'rong' beginning to. dismantle -

'of the innovation process, and the necess1ty fOr and functlonmg of the patent' o
system in such process, pohtlcal opportumsm based upon outspoken but

__.unsu_ppo_r-ted cla.nns to _the guard;anshtp of the__ publ_lc interest or welfar_e, ;, :

~ ‘and the self-protective caution which attends a highly bureaucratic govern-
e rnem‘. L 4
n toda.y s techn010g1cally mtenswe atmosphere some protectlon for -

the heavy mvestment requlred in develop"nent is more. than ever necessary.

_ The lead tlme glven by excluswe knowledge or patents is shorter than ever
-before We ‘must reahze that the mnovatlve processes that brmg revolu-' |

t1onary-changes in soc1ety involye unpredlctahlhty, long .-gestat_lon perlods

huge sums of caprtal genrus and extraordmary p,rserverance on the part '

of free md1v1duals and organ]zatlons

-

ﬁ —) We@ot afford to continue to leave decisions on the dlspos1t10n of |

- mventlon rlghts to the dlSCI'etIOH of Government agenc1es nor can we afford_ ‘
1o cons1der legrslatlon whzch as a practlcal matter wﬂl do so,

H R. 24 14 serves to funcuonahze a pohcy, as represented by the

' 'transfer of technology, - Moreover, it is believed abundantly clearthst the '

prov151ons of H R 24 14 are pract1ca11y and pohtlcally acceptable as ev1denced

by the co-—sponsorshlp of its. compamon b111 in the Senate S, 414, by some

the roadblocks to innovation - roadhlocks .buﬂt upon a_'.la.ck of understa.nding - S

= Instrcu_t_lonal Patent Agre_e'ment, which has proven. its ablllt_y to motivate _t_he."j SR




L1990 |

' ._.:-54 Senators. of wzdely varled pOlltlca.l persuas ion .and by that Bill bemg
:‘-'reported out favorably by the Comm1ttee on the ]ud1C1ary of the Senate A

) ,W1thout a dlssentmg vote, o B .

. look upon the Senate endorsement of S. - 414 and theref | f -

'the"provismns- f H. R. 2414,as recogmtlon of the close 11nk betw :'

| - logical prOgress an verall ec’onomic outloOk; ‘the recognition tha.t the ..~

: chmate for mnovatlon ca and does affect the public rsonally; the

__‘_recogmtlon_ that it is more i rpon the beneflt Wthh would

: _.'a_cc_rue to the'publi.c as'a whole from te nology transfer rather than upon .

the fear that some few would pr | such transfer' the recogmtmn

of the necessity for stimu{ to inventive ac 'v1ty and innovation; the re_cognl-

" tion that our pate : 'system' ‘p'rovid'es .s'uch stim

™
: Wthh it g

rs for the conversion of SClel'ltl_fIC kno ledge into producnon '

- be fltmg human Welfare and-f-the—recogmt—len-eha' mnovat1on has become =

the preferred currency of forelgn affairs. . M e
' Inthe present internat_ion‘al environment;klndbeing :full-y aware of
' _. the complexitfe’s «attendant npon technoiogy transfer and -inno.vat:ion.' 'as S
o Well as the substant1a1 1ead -time necessary to these functlons, we bel;.eve__ =
T tis 1mperat1ve that action be taken now o prov1de meanmgful motwatmn o
'-jfor mcreased mnovatlon | '.
It is our cons1dered opinion that it is therefore both log1cal and

: p011t1c for thlS Subcomm1ttee and the Commlttee on the ]ud1c1ary to move. :_'

n techno-- N

i through t'hé- -inéentives e




e legislation will then become a strong recommendatron for the extension g ey e
XKoo
of elae,\tprowsrons‘em to all other contractors W1th the Government QM

AH R. :6&533 M‘ﬂ& Q@,&QM w%

. for the patent mcentrve 11es prunarﬂy with the unlversmes, nonproftt .

B sz T

- compete Nor should such a policy dlfferentrate as between research and -
' deveIOpment results Wthh are mtended for the Government s own use and o

.' those Wthh are mtended for c1v111an purposes It rnust be presume_d in

e _w111 become avallable to and benefrt society in general

| %ﬁi’\aw SN
,_ W\Q\enee ; wwu’n

forcefully for th f LR, 2414 Sinph tc’\%‘ ti g@ww

orcefully for the passa e o to su innovation incentives

o 10K Y P g PP y v m :

_ 'where they are most sorely needed T he enhanced transfer of v1ta1 technol- "“‘%W
=

_ ogy and 1nnovat10n Wthh we are certam w111 be experlenced under such S ’L“\m@

) e

W»&a

T he un1vers1ty communrty, in espousmg an enhghtened unlform
Government patent pohcy Wthh wﬁl prov1de an 1ncent1ve to the transfer
| of technology, phﬂosophlcally belreves that such pohcy should apply to all

Government contracts As a practlcal matter, however the greater need

orgamzatrons and small busmess Technology transfer by unrversrttes .
and nonprof1ts depends entirely on the underlymg patent posrtron and for

srnall busmess the patent right is an important element in 1ts ab111ty to S

'_ “both _srtoati_on_s,- as po__inted out ,e,arlier, that the_ goal of research and . e

ﬁ'developme'nt is to' generate processes products and techniques,which .

| The prov1s1ons of Chapter 38 of H.R. 6933 ‘the Government Patent |

' Pohcy Act of 1980 as applled to the small busmess and nonproflt sectors,
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_the latter; of COurSEt- 1nclud1ng the unlversﬂ:y commumty, reﬂect the L
" rf"greater need for the patent 1ncent1ve Whlch lles w1th those groups and
3 :m fact unpose fewer 11rn1tat1ons on the functlonlng of those groups than
do the pr0v151ons of H. R. 2414 | | |
The scope of H R 6933 is, however, cons1derab1y greater than .
.that of H R. 2414 and spcc1f1ca11y provldes for the admm1strat1on of
- 1nvent10ns arlsmg under all Government contracts and frorn Government -
employees as well T he breadth of the proposed 1eg1s1at1on and the |
1 prov1s1ons pertammg o the handhng of mvent10ns generated by other.thsn

'A_'the small bus1ness or nonproflt contract grantee or the Government

- ernployee causes concern in the unlversny commumty Based upon the T

: exper1ence of years of effort in seekmg executlve and leglslatlve under—.
_ standmg of the necessny for technology transfer mcentlves and ngen

- the well recognlzed ret1cence of the pr:tvate sector to seek and enter ].I'ltO :
"._11ce_ns_1ng arrangen:entsﬁunder Government—owne_d patents, the unlversi;t1es___ "
= _'had' collectively come to the conclus"iony'that leg'isle.tion'of the.cheracter of -

H.R. 6933 would be practically and pohtlcally unaccepfable T he ant1c1pated

' adverse reactlon to such leglslatlon was conf1rmed accordmg to our under-- R T

standmg durlng the hearmg on "The Government Patent Pollcy Act of 1980" 3

. 'before the combmed ]ud1c1ary, Cornmerce and Government Affalrs Commlttees B e

of the Senate on ]anuary 25, 1980 and in the c0urse of other hea:rmgs smce




. - will create a hardshtp on the 1nd1v1dua1 mventor It may be less apparent that

o _ techn010g1cally cons1derab1y ahead of the commercral state of the art As

As a consequence we are apprehenswe that one of the most valuable L

- incentives to 1nnovat10n H. R 2414 the prov1s1ons of Wh1ch have been |

Er_(_)le_lfl_;o be polrtlcally and pract1cally acceptable through the rmgmg

o endorsement of 1ts compamon bill in the Senate S 414, will be bur1ed

in the rhetorrc and delays Wthh we f:rmly belleve Wlll attend H R 6933 - s ‘

Thus, the opportumty to i mmed1atel¥ address Wlth meanmgful |

| legxslatton the decaymg technologtcal pos1t10n of the Untted States wdl .

= o Wa oA QY TN e wﬁr’
o have been mdeftnltely postponed 0 rhaps lost, /l Given the present .

"mternattonal S1tuat1on further delays in movmg toward solutton of the .
- 1nnovatlon problem can not conse1onably be tolerated =

The un1verszty communltyz(endea@‘the prov1s1ons of H R 6933 o

relatmg to the reexam1r1at1on of patents and equwocally endorses the |

Patent and Trademark Offlce fee structure pr0v131on of the B111

In this latter regard 1t should be self ev1dent that addlttonal fees _‘

| 'add1t1onal fees and espec1ally maintenance fees can also create a hardshtp R

. _upon the sr.nall busmess and nonproflt groups T hus un1vers1ty generated

' mvent1ons for the most part arise from basm research and very often are e

a .consequence many such’ mvent1ons may not f1nd.c0mrnerc-1al appllcation '
for many years, if at all, In order to preserve the 1ntellectua1 property.

. rlght represented by a patent on the anel'lEIOIl the patent would have to be
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maintained through the payment of fees, in the bare expectation that

commercial application of the iri\'rention'r’nay become a reahty |
| The umvers;tty communlty endorses the prlmary thrust of T itle III'

of H. R 3806 under Wthh a Court of Appeals for the Federal ClICLlIt is-
_:- to be establlshed ' :

It_ is contemplated that the establishment of such court will serve =
to provide greater uniformity in judicial review of complex patent litigation
and mitigate against the current practice of forum shopping when such

- litigation is anticipated.

Mr Chalrman th1s concludes my prepared statement but w1th

i
I
|
|

‘2 your perm1ssmn I Would lﬂce to subrmt an add1t10na1 document for mclusmn

o in the record Th1s 1s a papcr ent1tled

e

: Publlc Patents - Pubhc Beneflt o
| S .~ Synonyms or Antonyms? -

| which was prepared for a méeting of the State Bar of W_ist;onsm _and.which - _
. o - discusses the impact of Govertlment .'patent policy on'comp'e'uuon' | mnovatlon
_ 2 pubhc health economic growth and jobs,- and forelgn compet1t10n

| - E R %portumty to. express these views is greatly apprec1ated .I -
j ' % would be happy to respond to any questlons Wh1ch you or other members of
i L | o % the Subcormttee may have

| %
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