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-It is a great pleasure for me to. speak today in support of
.the Unlver51ty and Small Bu51ness Patent Procedure Act, s 414 .f'
'.;My remarks are made on behalf of the Un1vers1ty of Wlsconsln,none.h
"of the foremost research unlver51t1es in the world the WlsconSLn
..Alumnl Research Foundatlon, of whlch I have been Patent Counsel |
| srnce 1960 and the Soc1ety of Un1vers1ty Patent Admrnlstrators,.
of Wthh I am currently the Pre51dent- . E -

The Wlscon31n Alumnl Research Foundatlon (WARF) lS a non*.

"proflt organlzatlon,'1ncorporated in 1925 whlch functlons as the

'7_ patent admlnlstratlve arm of the Unlver51ty of Wlscon51n and is

.:the desrgnee of the Un1vers1ty under the Instltutlonal Patent
PAgreements between the Unlver51ty and the Department of Health
‘Education and Welfare and the Natlonal SCLence Foundatlon. In
'reach year WARF s total 1ncome 1s glven w1thout restrlctlon, tohtt
'fthe Unlver51ty of Wlscon51n for use in support of research o
The Soc1ety of Unlver51ty Patent Admlnlstrators is a pro—
'feSSLOnal SOC1ety of 1nd1v1dua1s all of whom have some - responsa—-"
blllty for admlnlsterlng inventions and patents at or in connection

with some unlver51ty, it currently has approxrmately 95 members_'




_representlng about 60 unlver31t1es and as one of its major in-
tended-purposes, is concerned ‘with the education of its 1nd1v1—

'fdual members to the technlques for accompllshlng the transfer

.'-of the results of ba51c research conducted at the un1vers1t1es

to the market place, prlmarlly through utlllzatlon of the patent
._system. 7 o

At the outset T would like to state that T flrmly belleve R

that 1nherent in the 1ntroductlon of thls 1eg1slatlon and in lts'&f't

:polltlcally broad-and-numerlcally large consponsorshlp 1s.the
recognltlon of the cloee llnk between technologlcal progress and

 overall economlc outlooko'the recognltlon that the cllmate for

.'1nnovatlon can and does affect the publlc personally, the recogniﬂ.o_.

.'-tlon that it is more 1mportant to focus upon the benefit which
d would accrue to the public as a Whole from technology transfer g
irather than upon the fear that some few would proflt from suchl-
rftransfer- the recognltlon'of thernece851ty for stlmull to 1n—"
llventlve actlv1ty and innovation; and the recognltlon that our'
patent system prov1des such stlmull through the 1ncent1ves whlch
1t offers for the convers1on of sc1ent1flc knowledge 1nto pro- |
tductlon benefltlng;human welfare. | |
.Et.Such recOgnition_has heen s1ow'in'comlngtL.At the heart of
' the.problem has been'the absence.of a single or oterrlding:patent
:'Pdiicy which addressed:itself to'inventions nade.in nhole”or int
-part through the expendlture of some Government monles and which o
was cognlzant of the equltles of the partles and the needs of

the_publlc.
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in considering such:arpolicy it.mustrbe presumed that
Goternment research.dollars are'madefavailable ln theneﬁpecta—
“tion of.not only deteloping-basic'kn0wledge but also in the
:expectatlon that the funded research w111 lead to products,
:fprocesses and technlques which w1ll be useful and acceptable.ln h.“"
,nall or part of our s001ety to 1mprove the well-belng of the -
' soc1ety in general | |
In the face of this presumptlon lt 1s apparent that 1n—ﬁ

.“ventlons, whether made through the expendlture of prlvate or B

'_governmental funds, are of little value to socaety unless and

until they are utlllzed by soc1ety.: In order to achleve such
"‘utlllzatlon 1t is essentlal that the lnventlon be placed in a_'

”form or condltlon whlch w1ll be acceptable and benef1c1al to.

the publlc. -In other words, the technology must somehow be h.f

"transferred to the publlc sector

- In a free enterprlse system such transfer is normally ac—‘h;':'f

compllshed as the result of pertlnent and approprlate act1v1t1es f

-"of prlvate enterprlse.r Slnce ‘such act1V1t1es obVLously entall tf

the commltment and expendlture of substantlal monies —-— many

times the amount needed to make the 1nventlon - adequate and
".approprlate 1ncent1ves to such comm:u.tment and expendltures must
be afforded Consequently, and since the patent system prov1des
such 1ncent1ves and is the most v1able vehlcle for accompllshlng '

the transfer of technology, full and careful con51deratlon must

" be given to the maklng of any pollcy whlch w1ll affect the trans— f;f,f]

rfer of technology that has been generated in whole or in part by L

Government funded research




For'many vears the university sector has sought =a uniform

Government patent policy. There was general agreement within

~and W1thout the Government that the prlmary objects of suoh a.

pollcy should be to-

2.

5.

promote further prlvate development and utili-

zation of inventions made with Government funds; -

“ensure that the Government's interest in practicing

:1nventlons for Governmental purposes resultlng from
-_'1ts support is protected- : '

~ ensure that patent rights in such'inventionS-are”not

used for unfalr, anticompetitive . or suppressive
purposes; SR L - _ S

'mlnlmlze the cost of admlnlsterlng patent pollc1es o
: through uniform prlnolples- and S

attract the best.quallfled contractors;'

-dHowever, of all of the oon31deratlons attendant upon the

'.establlshment of a Governmental patent pollcy only one c0n51dera~"

tlon should be paramount-'

:_In whose hands will the vestiture of primary rights

- to 1nventlons serve to transfer the 1nvent1ve tech-.

. nology most qulckly to the publlc for its use and benef1t°'

'_What is the 51tuatlon that pertalns when the Government takes_:

ownershlp of a patent° It is in a sense an-anomaly.. The patent

- system was created as an lncentlve to invent, develop and exp101t :;T
new technology - to promote science and useful arts for the publlc )

benefit.

When the Government holds the patent'nnder the aegis_

IVthat the-inVentions of'the patentVShould be freely'available to_f

) all much the same as 1f the dlsclosure “of the 1nventlon had been

'merely publlshed the. patent system cannot operate in the manner-

-



in which it was intended. The 1ncent1ves 1nherent in the rlght
to exclude conferred upon the prlvate owner of a patent and

.Wthh are the 1nducement to development efforts, are s1mply

o not avallable.s

- Wlth regard to Government cwnershlp of patents an 1nterest1ng

o blt of hlstory is presented by Marcus B. F:Lnnegan1 in Whlch he
'rcalls attentlon to the famous case of Unlted States V. Dublller'
-Condenser Corporatlon The court issued - 1ts orlglnal oplnlon on

ﬁ'prrll 10, 1933, . Then on May 8 1933 the court, on motlon of:;'

the_Sollc;tor General, struck_from_lts cpinicn3 a.para§raph o

.'which.qﬁestioned_the authdrit?rcf thefGOVernment td_hoid oWnereh'
jship tc.a patent thereby giﬁing; by.negative implicaticn;-jndi;_=r
_01a1 sanctlon to ‘the Government*s practrce of taklng tltle to

S patents,  Of 1mportance to my remarks today and to the prov1s1ons“.

of S. 414 is the follow1ng 1anguage from the stricken paragraph

_Qw1th respect to the questlon of vhether tltle to the patented 1n—';'h-'t'

vention 1n dlspute should be awarded to the Government- L

"In these c1rcumstances nO-publlc pollcy requlres‘
us to deprive the inventor of his exclugive rights
‘as respects the general public and to lodge them .

. in a dead hand incapable of turning the patent to:
’account for the beneflt of the publlc.“ ' '

1. "The Folly of Compulsory Licens1ng"  Les Nouvelles

" . (Journal of the Licensing Executlves Soc1ety) Vol.
XI1I, No. 2, June 1977. :

2 289 U.s. 178 (1933)

3 289 U.S. 706 (1933)




The experience w1th llcen51ng of Government owned patents,d
:w1th the Government in the main espouSLng a nonexclu51ve 11~' |
“cen51ng policy, has 1rrefutably been one of nonﬂuse.%_ Thrs
i;has already been’ made abundantly clear in the record of S 414
fWhen title to patents is vested in the Government one can 1n#
”pdeed conclude that they are lodged “1n a dead hand 1ncapable of..“
:turnlng the patent to: account for- the beneflt of the publlc.“:

It should be obv1ous that w1thout the 1ntroduct10n of new
products lnto the economy, economlc growth and job expan51on.

- would come.to an eventual halt : Whlle people can dlsagree
whether partlcular technologlcal 1nnovat10ns are good or- bad

we doubt that anyone would serlously argue that a slow~down 1n N
'technologlcal 1nnovatlon would not result in slower economlc |

growth Wlth the fractlon of R & D performed in thls country

_that is Government supported now haV1ng reached about two-thlrds, S

1t is 1nescapable that a Government patent pollcy that dls—i
- courages 1nvesument in the develoPment of the 1nvent10ns made'
"f_durlng that:research would have arnegatlve effect on economlc,-f

- growth.

"4 See Resume' of U.S. Technology Policies -~ Dr. Betsy Ancker-''
- Johnson- Les Nouvelles (Journal of the Licensing Executives -
Society) Dec. 1976, Vol. XI No. 4, p. 186; Statement before

. the National Commission foxr 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). . o
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.in the early i960'stwhen.1 first.became involvedIWith:tnef
-questions-raised by GoVernment funding of research at universi;
ties the Department of Health, Educatlon and Welfare was".
dfunctlonlng ba51cally w1th a tltle Wlth walver pollcy, aven
though a number of IPAs_were.outstandlng._'In that perlod'we'
..encountered circnmstances wtere reqnests.for-determinations'of .

waiver and'reminders of the running of Statutory-bars against"

'rpatentlng would go unanswered untll after the bar had run. Tnen--:'

:too, on the very few occas1ons where a walver was granted it was'

so fraught w1th restrlctlve prov151ons that 1t presented an un-

"workable ba81s for transferrlng technolOgy. No commerc1al flrm',r:t

o _would accept the condltlons whlch were 1mposed by the walver..

The ‘effect of such circumstances was to completely dls—'
ccurage the 1nventor £rom seeklng to commercmallze his 1nvenﬂ-3
tions and “in fact of even recogn121ng the presence of 1n—'

‘-Ventlon - the burdens attached because of the posturé and attl—_-

'.tudes of that Department toward the transfer of technology were _}.,p

s;mply too Qverwhelmlngf
._ :_The'issuance of an IPA to the University cf_Wisconsintbyr-
r:the.nHEW: withﬁthe Wisconsin Alumni'ReSearch Foundation_(WARE):j*
as 1ts de81gnee under that Agreement ,simpiified tne handliné :
cf 1nvent10ns at the Unlver51ty.: By. g1V1ng ‘the Unlver51ty the_,”:
first option of'oenersnip of'the'lnventlon 1t prOV1ded the
certalnty whlch permltted earlier patent actlons to be taken !
and therefore earlier contacts w1th 1ndustry.

The argument between the advocates of the tltlemln—the—

Government pollcy and- the tltre—ln—the—COntractor pollcy has
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gone_ondfor.some 30 years.-,Forfmostiof those.years_the argu-—
" ment tended to be.rhetOricaljwith neither proponent having.at
hand good and'sufficient.evidence in'support of its position.
"Slnce the advent of the Instltutlonal Patent Agreements (IPAs)

"as between varlous unlver51t1es and the Department of Health

'-ﬂr,Educatlon and—Welfare and the Natlonal Scrence Foundatlon under

r“the prov1s10ns of Whlch the unlver51t1es have the flrst optron =
to tltle to any 1nvent10n made under such agreements, there haS-d
been mountlng ev1dence that under such less restrlctlne pollcy

- more and more technology is belng effectlvely transferred from =
' the unlverS1ty 1nto publlc use. | 7

Let me glve you, as an example, ‘what has happened at the '

' Unlver51ty of Wlscon51n

Prlor to the effectlve date of the IPA, December 1 '1968;"'
no'lnventlons made at the Unrver31ty of'Wlscon51n w1th-funds.
from DHEW had been llcensed to 1ndustry (one invention not

falllng under the IPA was llcensed after that date) Slnce

that date, WARF has recelved a total of 69 1nvent10n dlsclosures .'_d;}”

:under the IPA has flled 79 appllcatlons on 55 of those dls?fc
tclosures and has had 55 Unlted States patents issue. | | |
A total of 20 llcenses were 1ssued under one or more of‘

" these patents and patent appllcatlons, 14 of whlch are Stlll
.extant' and under whlch four new products have been marketed
:Wlth the strong promlse of yet other products to be 1ntroduced_
after-s1gn1f1cant development work by llcensees has been com--.d
| ”:pleted-r Three of the products now in the market show srgnlfl—n

‘cant promlse for allevratlng human suffering. |
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,.Also, and im?crtantly, numbers of.fereign/patentsxhaye'

d been.obtained on_eome of those inventions and premise to |
.return royaities tnrough.licensing nhich_mill aid in allevi; '
- atlng our balance of payments deficit. .. | |

Oon a broader base, since 1969 when DHEW began u31ng a-
:less restrlctlve patent pollcy, untll the fall of 1974, DHEW ;'
.estlmated that the rlghts to 329 lnventlons made in the per—j:d
formance of DHEW funded research were being managed by 1nst1-
tutlons. Durlng that period these-organlzatlons—had negotlw
ated 44 non—exclusive.and 78'excineive'1icenses under.natent
-applicaticns or patente on the 329 inventiens. By ‘the-end "

. of flscal 1976 the number of inventions held by such organl—

'._zatlons had 1ncreased to 517 -DHEW estlmated that.the risk

'capltal generated under the licenses on various of these 517

' 5
1nventlons was apprOXLmately $150 OOO OOO

ThlS experlence strongly supports the general prop051tlon'_

',that_the'less restrlctlve'the patent pollcy the greater is the -

transfer ef technelogy; ‘And it is 51gn1f1cant in this regard ;
that the major thrust of the TPA and of S 414 is the same,l :

-namely,.that.the contractor has flrst optlon to_tltle to any_f

o .1nventlon made under the contract. Moreover7'in both situe

atlons the Government and the publlc is. adequately protected

~through approprlate "march—ln" prov151ons.

5 Science Policy Implications of DNA Recombinant Molecule
Research. Hearings before the Subcommittee on Science, -
Research and Technology of the Committee on Science and
Technology, U.S5. House of Representatives, 95th Cong.
lst Sess. (No. 24) p. 965. oo




i.submit that such'first—option—in—theecontractOr policy
pronotes the transfer of technology for the. follow1ng réasons:
1. It reduces the uncertalntles as to the status of 1n— :
ventlon rlghts and thereby permlts- | . |
'_(a):'the prompt flllng of approprlate patent appll—
cations by the contractor—grantee~:
:(b)'yan early effort by experlenced technology trans-'
fer groups and patent management organlzatrons
"~to‘locate.and'engage priyatepenterprise.in further_
:deveiopmenthof inventions;' . . o
.{c)_pan early deC1s1on by the 1ndustr1al developer
rpthat the 1ntellectua1 property rlghts in the 1nno;f
'.vatlon belng offered are suff1C1ent to protect_lts o
| rlsk 1nvestment._. . | : | |
".2; [It is a recognltlon by the.agency ‘that the nature of
ithe research belng supported through fundlng under a:p
?grant or contract is fundamental oY, baSlC and that in-
”ventlons and the maklng of them are by—products of andh
gnot a speC1f1c object of the grant or- contract |
253;7 It is a recognltlon that any 1nventlon evolved will B
o requlre further development.to brlng 1t to the market;.f
'place——develoPment whlch should 1nvolve private enter—ﬁ
prlse srnce under our free enterprlse system prlvate
v partles and.not the_Government should engage,ln-such_.'.
:act1v1ty. | | o L | |

"y4.' It prov1des motivation for a contrlbutlon by a ‘com-

mercial organization, in cash or in kind, to Government- _."

___.107_;, ..




'funded.research-érojects—uthe_certainty'of the grantee
(contractor)rhaving the first'option.to anylinvention
arising from euch project'providing the'basie'for this
now recognlzed attltudlnal change by 1ndustry. |
.”eS,:-It prOV1des a cllmate whlch encourages the 1nvest1;'
'“rgator—lnventorrs contlnulng part1c1patlon in the ._'
'transfer of his inventive technology to the PUbllC——
- a partlcularly 1mportant con31derat10n Where unlver—rh_-
251ty—generated ;nventlons are_lnvolved_51nce.such ;n;
ventions tend to be'embryonic in nAtﬁre.,-- ) |
3 6.:'it more fairiy recognized the eqnitiee and:COntribu—:
| tlons of all of the partles to the 1nvent1ve tech—dh,u
nology | . o
7.n.It provldes'theropportunity for“the university—conm.
| tractor-toegenerate'income-as_coneideration.for the
etechnological'innovation being offered,;which'in-
. come.is.earmarked to support further research at the
unlver51ty——the publlc thus beneflts a second tlme.'
'hS..:It permlts tlmely conSLderatlon to be given to_ _'
'forelgn patent protectlon and'thereby‘enhances_ther'
pdssibility:of generating-paynents from;foreign |
esources.for the transfer-of the.patented.technoloqy_
under license Wlth an attendant favorable 1mpact |
. .upon the balanCe of trade | _ _ |
'I also submlt and flrmly belleve that the pollcy set forth
by S. 414 is wholly 1n_the public 1nterest. Such bellef 1s"“

based upon:_:
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1. tne past-recorde ofdﬁany universities as euccessful
"eagents for the transfer of technology; |
'-2._ the willingness, asttaught'by:experience; of'the'
._ private bu51nees sector to deal equltably and in
'good faith w1th unlver51t1es in such technology trans—_
. fer endeavor,: | | | i |
'3.' the good experlence whlch has been enjoyed by the
ﬂxunlver51t1es in the 1ntegr1ty of its technology transei
fer 1ndustr1al "partner4“- | |
.4..;the 1mprov1ng attitude of commer01a1 organlzatlone to~ |
.Tward-research at a unlverslty Where a less restrlctlvej;
.patent'poiicy controle'as evidenced by increasingd
'nnmberSIOf instances where companies have madchontri;-‘;
bntions, in cash or in kind to Governmentwfunded re~:

"*_tsearch prOJects where only the prospectlve rlghts to ;

'ﬁplnventlons, yet: unmade is 1nvolved——the certalnty that.T-f}

the un1vers;t1es w111 have Ffirst optlon to tltle to

sudh 1nventlon apparently belng the prlme motlvatlon,_'

5._'the unW1111ngness, based upon experience, of the prlvate”dn'

:fbu51nese sector to become a llcensee of the Government-"
nd : . : ;
:6. the lack of.succeseful'technoiogy-transfef'asorepre—'
sented by Government—owned patents to the private sector
| Under the accepted deflnltlon of an underdeveloped country
. which is "one that exports raw materials to malntaln its balance'

~of payments, while it impoits finished goods to maintain its
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_etandard of living” we are now an underdeveioped nation. we
are ekporting our'ootton,_timber, grain; coal and other raw.
materiale_in“order to pay for cameras, TV sets, radros, tools,_'
'-Steei, clothing:and a host of_other-finfshedfproductsg-i
- We cahnot affora-to farther weahen oﬁr economic position'rp
'.by weakenlng our patent system or the ablllty to extend ex—':
' cluslve rights to 1nte11ectual property - rlghts afforded
.under our Constltutlon. -

.;The.faCt thatithe;humber'of patents granted to.eitizens]ff-:
of the United States has faiien offrsignificantly'has'already'o'
been made a part of the record on thlS leglslatlon : The sta~rft

tlSthS also indicate fewer “blg“ 1nventlons - the rate of

L new drug int roductlons today is about one—fourth the rate of

| 15 or 20 years ago - and it takes longer to put them in the
:market v In the chemlcal fleld it averages about seven years
) from the laboratory to- the market- ‘15 years ago it took_an_r‘f:
average of two years-' | | o
: 'We as a na‘t:lon are: spendlng iess on research us:l_ng fewer_'.
- people, and,produc1ng fewer 1nventlons-_and fewer of the 1n—-..
"_ventlons we do produce reach the marketplace, ‘and it takes g
" them longer to:reach it. R | o |
in today‘s'technolociEally intehéive atmoephere some'prd;
'ﬁ.teetlon for the heavy investment requlred 1n development is :
i ,more-than-ever neceseary, The lead time glven by exclusrve
knoWledge or patents fs shorter than ever: beforef if that

leadhtime disappears, through a further weakening_of our patent'
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VSYStém,_Qr weakening.of the abiiity'to extend exclusite rights'
to intellectual property, it may become'eeonomically_SOﬁnd'

to be seoond in the field. -Tnere is already”some evidence'of_
the secondmplace phllosophy in the medlcally—orlented and ;
-other flelds today.r Further erogsion of the exclusive rlghts
d'to 1ntellectual property afforded under the Constltutlon could
lead to a second—place attltude through much of Unlted State53
:ﬂlndustry.' ‘The next step 1s W1lllngness to be a second—place
fnation |

| We.are in dlre need of this leglslatlon as a erong be—‘ﬂ

glnnlng to dlsmantle the roadblocks to 1nnovat10n-_:roadblocks
"built upon a lack of understandlng of the 1nnovat10n process,

B the necessrty for and the functioning of the patent system in
-fsuch process, polltlcal opportunlsm based upon outspoken but o
unsupported clamms to the guardlanshlp of the publlc 1nterest
or welfare,'and.the,selfuprotectlve cautlon which attends a N
| nighlytbﬁreaucratic'government. _ T
| .t We must reallze that the 1nnovat1ve processes-thet brlng
_drevolutlonary changes in soc1ety.1nvolve unpredlctablllty, long
:gestatlon.perlods, huge sums of capltal,_genlus and_extre~‘
'.'ordinary'pErserverance_on the part'ofliggg individualsvand ;\.f

dorganlzatlons. ) -
We cannot afford to contlnue to leave dec1s10ns on the dlS;,t
'fp051tlon of 1nvent10n rlghts to the dlscretlon of Government -
tagenc1es; nor -can we afford to consider 1eglsletlonrwh1ch,_as a -

"practicai matter, will do so.
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';f;:s.414 serves to functionalize a system; as_ré?reéented.
by the Institutional Pétent'Agreement, which has beeﬁ ?tﬁvén 
_to be workabie énd; in my oﬁiﬁién, recogﬁizés_fhat innovatioh"'
'ﬁés_become the preferred‘curréncy éf'foreign.éffairs.'-

| nI.thénk YDu fér the.0ppprtﬁniﬁy to express my viewé_oﬁ ;

this extremely important legislation.
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