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_ Dear Mr._Bell

-1 am wrltlng to you on behalf of the

'to urge you to personally revlew and con51der ‘the Depart— o

ment of Justlce_s 9051t10n on H.R. 8596, a_blll which would:

“provide for long-needed improvements in Government patent
-Lpolicy. We'aSSume that the views of.the'Justice Départﬁent
 wi11 carry some weight in the decision?making pfoceSS‘i

| leadihg to a position bytthe Administration. Unfortunate-

ly, Mr. Schenefield of the-Antitruét Divisioh;'in hisJﬁ

recent teStlmOny before the Senate Select Commlttee'-onfw

'Small Bu51ness, 1nd1cated ‘that the Department of Justice'

would push for a “tltle in- the Government" approach to

Government—w1de patent policy.

We belleve that ‘the- adoptlon of such a pollcy woul i

. serlously 1mpede the commerc1allzatlon of 1nvent10ns made'

at the unlversltles. We also belleve 1t w111 have other_.

-"adverse consequences, and that contrary to the‘bellef'of-

-

- x
Mr; Scheneflelqhwould lead to a lessenlng of competltlon
rather than an 1ncrease.

As a: representatlve of a unlver51ty related organlza—':

tion, it~ 1s not normally my role to act as an advocate for

_small busxness. However, as pa1t1c1pants in the technology,

-transfer process many of us have found that - 1n/many in-

stances it is small.bue;ness that is w1l11ng‘to 1nvestrin'

the further'deveioPment-of university inventions'that'are“'

- deveioped} usuaily-as hy—products, of GovernmehtfsponSOred
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'research,: A Government patent policy that made the

11cen81ng of - Government supported 1nventlons unattractlve .

~to small bu81ness (and also, 1n SOme cases, large'
‘bu51ness) would destroy years of effort on the part of
‘numerous persons to develop an tffectlve ‘means of mov1ng

“university 1nvent10ns to the marketplace and of comblnlng

the talents of the unlver51ty and bu51ness sectors.

- For the above reasons, I am compelled to address thlS

-dletter to 1ssues that are somewhat broader tHn the effect

1mplementatlon of the approach advocated by Mr. Schenefleld.

]_would have on the transfer of unlver51ty research from the'

laboratory to the consumer. Instead, I thlnk it appropf

rlate to address 1ts 1mpact on small bu81ness.' For once

'thlS 1mpact ig understood, it should be readlly apparent

that the same con51derat1ons would negatlvelyllmpact on'thei

3idevelopment of unlver51ty inventions.

A t1t1e -in- the—Government pollcy w1ll actually 1mpact

adversely on small business in two dlfferent ways, One of

- these, which is of less concern:to the nniversitv"sector,'
'per se, is that'small buslness'would probably be.fnrther7
-dlsadvantaged in competlng for Government contracts and
h'subcontracts if a tltle -in- thenGovernment policy were used.b:
Despite Mr. Schenefleld s assertlon, "We are not_aware of_.?
: any”convinclng show1ng that‘exclu51ve rights*in éovern;L”

ment flnanced 1nvent10ns need be granted to contractors ln )

order to induce them to accept government R&D contracts

v " we thlnk common sense and some experlence w1th'
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' Government procurement indicates'that’many“smallT
*_commer01ally orlented,hlgh technology flrms Would be

: reluctant to propose on Government prlme and subcontracts

1f a t1t1e~1n—the~Government clause were used. Larger,"

_domlnant flrms on the other hand can afford to be less
dconcerned w1th patent terms, - espec1ally when competrtgon

ffor major prlme contracts.

More 1mportantly, the taklng of tltle by the

-Government will have llttle or no 1mpact on the pos1tlon of

large flrms vig~ a vis inventions they make under thelr

k_contracts, whereas it could have a truly Stlfllng 1mpact on

small bu51ness. Large flrms normally malntaln thelr

p051t10n, not through patents, but through superlor :
extensive macketing sgstoms, eloviermaies «tsecle, Gecrss fo eSOV ES
flnanc1a1 resources Aand other non- patent related factors.

'_For the Government to take tltle to 1nvent10ns they make

durlng Government contracts will have llttle affect on .

thelr position, espec1ally for those 1nventlons that are

_ merely'minor improvements_on ex1st1ng products. The other
barriers listed abovehWOuld except in extremely unusual

- circumstances, prevent small firms from utlllzlng the_-

inventions of ‘a larger'firm to make inroads‘on that firm.

On the other hand, taklng tltle from small contractors w1ll__

ellmlnate the main weapon that such flrms have to protect

thelr 1nvestment. When a small flrm 1nvents somethlng 1n

| the course of a Government contract it 1s not llkely to be

able_to rely on “trade secret“.protectlon. Hence, its

patent position may be its only real means_of preventing




" larger firms

om undercutting it after develops the
market for the new pfoduct. if one'destroyé_the inoentiVe

for small bu51ness to 1nvest, one must aesume that.the '

.p051t10n of the domlnant firms w1ll be enhanced

Mr. Schenef;eldﬂs conclusxons flow, I think, in pa:t;"

from a failure to.fuily understand the various'purpOSes and

types of Godernment ﬁ&D efforts. He_claims; “The'expendié

ture'of publiCVfunds‘for F&b is in effect a government"

_underwrltlng of the rlsk of the res earch effort. However,
-that is really not usually the case. ~ Most Government R&b"

'grants and contracts are not devoted to the development of

spec1f1c commerc1al products.- Certalnly very few unlver-
slty grants or contracts are._ Often the 1nventlons are_

bywproducts. With some'exceptlons,'most Government-:-.

"development progrms are devoted to military or space_

appllcatlons, and there is relatlvely 11ttle fundlng for

" the development of c;v111an7products. For the ‘most part, "

inventions made under Government contracts_w1ll not get

developed into coﬁmeﬁcial products for the civilian economy

-unless_private funds .are invested in them.

In this 1etter.Wedstress the impact of Government -

patent policy on competition because that seems to be'the' '
lone objective'upon:Which_Mr. Schenefield nonld base

‘policy. However, aeiwe have tried to'explain,jthe'policy;_”

advocated. by Mr. Schenefield would be countérpfoductive to

the achieveﬁentlof'the goal he seeks. We do not understand

~ how anyone can expect todchieve a more competitive economy
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policies that faVor 1arge irﬁs or; aﬂ’

least, have clear negative 1mpact on. smaller companles.

Moreover, I feel obliged to note that we belleve the _
: Justlce Department would be taklng a rather narrow view—

'*p01nt if 1t only developed its p051tlon on 1ts perceptlon

of how patent pollcy w1ll effect competltlon. Other-

: factors whlch need to be con51dered by your Department
-1nclude ‘the effect of patent pollcy on 1nnovatlon, economic
_growth,_U.S. versus forelgn 1ndustry, and mllltary

_procurement. One does not get the feellng from readlng

Mr. Schenefleld s testlmony that these matters have been'

Ihéeeé\

'fconSLdered }ﬂstead ohe gets the feellng that Mr.‘

Schenefleld is unaware of the range of optlons open 1n -

formulatlng Government patent pollcy. He seems to take theh:'

position that the choice is all or“nothlng in descrlblng

 the "llcense"_approach ‘he 1gnores completely the

fmarchuln rights retalned by the Government.' He also

‘seems to ignore the possibility, recognlzed under.
H'R 8596, that agencies-could use_"deferred determination“-

. or other more restrlctlve clauses on a case by-case- ba51s

' al(Bied
even under a pollcy where contractors are normally to

"retalnvtltle.d The un1vers1ty communlty, and we assume~most
‘others,_recognlze that there will be ‘cases when the
Government should-retaln the right to determlne dlspositioh

‘of inventions. But we are convinced that unless a general =

preshmptionhis-established in favor of leavihg'title_with

‘contractors or grantees, the present maze of inconsistent

PRIV




.uctive_Government patent giSiation,'T

regulations, policies and practices will continue to the_J
detriment of the nation.

Again, wé'ask’yOu'to reconsider the Justice Department

p051t10n as’ espoused by Mr. . Schenefield and'othefs-befbre’_-' '

hlm. A more reallstlc appralsal of the objectlves to be t

'sought, the alternatlves avallable, the types of Government

R&D, " “the types of performers ‘and the real 1mpacts of .y”
alternatlve p011c1es is sorely needed. |

1 would be pleased to ‘meet with you or prov1de you

w1th addltlonal materlals if you would find that helpful

Slncerely yours,'




