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. subcomni
}gnow has: completed flve days 'of hearings on' the Pltoro s 1oess

e basis and. 1mpllcatlons of Instltutlonal Patent Agreements {IPAS)
;ﬁas an 1mplement of Government patent pollcy. s L

*,General Servxces Admlnlstratlon announced that a newly woraed

- IPA was being- 1ncorporated in Federal Procuremenu Regulations

. for Government—w1de use effective March 20.7 At my . request, .
yow agreed . to stay the new patent. regulatlon for 120 days,’ L
Cuntil July 18, to, permlt ‘it .to be scrutinized by congre3510na1
ﬂcommlttees and Lhe Executlve Offlce of the Pre51dent.-f o

£fat the hearings May 22-23, June 20-21 and 26.° As. the. concludiﬁg EAR
_;W1Lness on.June 26, you sald accordlna to the unedlted S

WASHINGTON DC 20510

AT July 18, 1978.

'he MOHOPGly and Antlcompetltlve'Act1Vlt1es Sl
ae’ of the Senate Seléct Committee on Small Bu51nessi-"‘

w;'ﬁ,the hearlngs were held because the

The subcommlttee 1nv1ted 17 w1tnesses to testlfy :

trapscrlpt of the hearlng-*”;;gﬁ

f The stay order_I requested does runjf”'"'
out on July. 18th, and, frankly,‘l have
not dec1ded what the most appropriate .-~ - .
course oL aCtlon will be at that L¢ne,aﬂﬁﬂh-ff
e Clearly we. will need to consult with
a;a w1de variety of interests, Dr. Baruch,
““and his- Commlttee,'other lnterests,-*_”e;; T A I
“other 1nterests in OMB, and the White . o0 e

" House, and. certalnly the 1nterests of.W; E R AR
"ﬁthls Commlttee.:,,,, SRR RPN
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;Jcooperatlon of your -office with subcommittee staff in the‘ff
. conduct of the hearlngs,'and for your w1lllngness to’ recelve
“'recommendations by July 18 from me or- any members of the-g
-Hfsubcommlt ee regardlng the patent regulatlon.;; e ‘

Q{Tat the ‘subcommittes: hearlngs, and on- some’ relevant factors _
S not dlscussed atithe: hearings, I recommend that the stay of
"athe GSA patent'regulatlon be extendad lndeflnltely. S

:ﬂuparenthesesf~—-keyed to a numbered witness list, which' is -

Land lnrormatlon c1ted.

. July 18, 1978

.- 'I.can see 'arguments on both sides

. for extending the stay, and I ‘can also -
-sSee ‘arguments for" 1n {sig): the 1nterlm,
epartlcularly if we are: looking at a’six e
~to 14 month study perlod to establlshlng L
.an’ 1nter1mlun1formlty at least,;-p . SRS

ii want‘to thank you for your part101pat10n, for‘the

RECOMMENDATION

Based_on he testlmony and lnformatlon presented

In'the explanatlon.that follows,:numbers 1n'ﬁ

attached ~- will be used to 1ndlcate the- source of testlmony o

POLICY“CONSIDERATIONS

3As a'matter of pollcy, 1t would be premature to-v-ﬁr__e

ﬂﬂffallow the‘GSA patent regulatlon to go into effect at thlS trme,ttf:ff.

wifclearly has the authority to "préscribe policies, regulations,

.. in the procurement of "servrces,'lncludlng research and
fﬂ'development o Presrdent Carter's Executive Order ‘12039,
“ relating to the. ‘transfer of certaﬁn science and’ technology
+.policy functlons, publlshed in the Federal Register on” * =
" February 28, 1978, delegates to the director of ‘the Office " -
. of Management and Budget "the' responsrblllty for fostering . ‘: .
"’ "any policies to"facilitate the transfer and utllrzatlon Of':}ﬁj‘
”'research-and development results;“ : FATT a :

"110, 11,(12) contended that the' purpose of. the Government~w1de
. IPA contained in ‘the GSA patent regulatlon is to facilitate ~j- e
"the transfer and utlllzatlon ‘of | research and development results.._ﬁ'ri‘

xl.‘ Whlle the Offlce of Federal Procurement Pollcy

procedures, and forms” to be followed by executive agenc1es‘“~7*“

' Wltnesses at the subcommlttee hearlngs (5




L. Fettig

”ﬁkauthorlty upon. an: agency to: use. an IPA {4). . Any authorlty
. an agency ‘believes it has to use’an IPA it has already. L
- If the GSA patent regulatlon does not go - into effect, agencmes"
»q]Jpresently using their own IPAS would be free to continue u51ng
“ them, and agen01es ‘not now using’ IPAs would remain free to"
~..develop ‘their own. (17). “In other words, putting . the GSA i,:j"’
. patent. regulation into effect would not add to an agency' s
j[:emlstenﬁ aathorlty and OPtlQDS, and staylng it would not- .
-+ take away anything an agency may already have. < Where then is Q;‘
U the compelllng publlc need to, implement. the GSA patent ”+'“j;-
;ﬂ,regulatlon in the. short run while the structure ‘and performance‘t';
ufof IPAS undergo s‘udy by a commlttee adV151ng the Pre51dent°\'":1f“

1?Lfand the National Science Foundation presently use their own-
7v,IPAs and would have to sw1tch over to the standard IPA

_'If they are correct, the'Gsﬁwéatentfregulation should not -
. be allowed to go. 1nto effect unless and untll 1t represents
~u OMB pOllCY..‘“: : o S

“*’2} ‘Dr Jordan Baruch soeaklng as chalrman of" theid'

_.Q‘lnteragency Committee on Intellectual Property and Information . .0
.~ (CIPI) ‘Oof -the Federal Coordinating Council for Sc1ence,:jw~ -:3fy?1*

.f}Englneerlng, ‘and Technology, testified that CIPI's 16 member L
”Thagen01es arerpresently studylng such questlons as.,,ﬁ;‘.L o

;:;;How.does Federal-patent pollcy affect competlthn.,,
f;fconcentratlon Wlthln the prlvate Sector? f”’ _

"'How can'Federal patent pollcy better Dromote

Whlle D ‘,Baruch dlsclalmed concern about the GSA

f?patentgregulatlon going into effect before CIPI makes 1ts.ﬂwg”jfff
‘jj,reconmendatlon to retain, modify or w1thdraw 1t, I would 11ke .
‘_to ralse-these p01nts about d01ng so-~~wm.. L : '

;a.ﬂ The GSA patent regulatlon does not confer

fb.” The'Department of Health, Educatlon and Welrare_il;

R goal 1s'to recommend to.the PreSLdent
fj"a set of optlons w1th enough detail so- “that his ch01ces "
can be’ welded together into a coherent’ pollcy w1th a" clear '
'deellneatlon of who ‘benefits and who bears the’ costs,". ‘that -

.ff;he was sure one of CIPI's recommendatlons ‘would address. the o
,Ufﬁstructure and performance 'of 'IPAs, and that it probably would

jfftake CIPT 31x months to arrlve at a- set of recommendatlons.”




‘*_IPA then the sole -- and insufficient "+ ‘short-run result of,-f
- of practice between HEW and NSF. If othér agencies do

”q?;the rlsk of hav1ng thelr arrangements nullified in a- few months'fa

ﬁgf-for thelhearlng record

”£  tnat:purpOse effectlve October 1 while allowrng the use of

L. Fettig i. Os .- July 18, 1978 . .

'*_contalned in the GSA patent reguratlonfif it goes into effect
(4, 17).  If no other agencies plan to resort to the standard

lmolementlng the GSA patent regulation is. standardlzatlon-nr_'”
- plan to 'resort to 1t, they and. thelr IPA srgnatorles wouid rnn

as'a’ result of CIPI's: reconmendatlons to the President. .
'leen the eagerness of leadrng research 1nst1tutlons to have .
‘the’ GSA patent regulatlon lmplemented (5), a crisis of r151ng '
expectatlons would result which could leave the’ unlver51t1es
resisting and: resentful of the Carter Admlnlstratlon S. e
eVentualupatent pollcy; : : :

S, ic.; Lettlng the GSA patent regulatlon‘take effect-' e
~on- a frankly interim basis’'would not: square with the’ ratlonale U
ffunderlylng the proposal in the Pre51dent s fiscal year, 1979 e
;-budget that the ‘Govexrnment’ Patent Program of the National - '
" Technical Informatlon Service be converted from a' self—sustalnlng
S activity. —%sfunded from program: revenue ——“to one’ funded-% :
j?entlrely“from approprlatlons.“"... :

R 3 : peared before a ‘House Approprlatlons Commlttee'
_hlsubcommlttee on March ‘10, °1978,. Dx. Baruch said, "The Office ,Z_,;t
Lhof. the. President made . that de0l51on“ (to change the funding - .
basis).! The f0110w1ng 1nformatlon was'Subsequently provrded g*t

fThere would ‘be .more accountablllty.-d

“More. spec1f1cally, 1t would facilitate
“the Admlnlstratron s monltorrng of the
program and review’ its development in -
‘accordance with future: directions in .
- Federal. patent pollcy._ Program: revenues
_are expected to exceed’program costs - 1n
;the future,_'3 . TS s L

'Instltutlonal Patent Agreements to be expanded on an 1nter1m'

_ : . The " GSA patent regulatlon cannot ‘be’ 1mplemented.5
) on an experlmental basis. . It was not, constructed as.an i
”experlment, and basellne data do not exist to permit it to be:
treated as such. ~With' respect to detailed information on ‘its.
_ f‘experlence with' IPAS thus far, the  NSF. acknowledged {2) thatI
'_“we do- not haVe“the detall we" would llke to provrde,_i;: -

,,,,,,,,,,,,,,




r'that the reports 1t has recelved on the status of 1nventlons
. “"have not followed any consistent format and have not always
" been complete or timely," and conceded, "Moreover, our record
_:’ keep1ng has not been sufflc1ently systematlc.“' HEW appears -~
' to have. much more detailed information, but some of the’ 1nfor~n:'
Lajmatlon submitted’ to the subcommlttee (l) raised questions of
- currency and completeness, e.g. the list of IPA holders . .o . =
‘ﬂ}presented at: the hearing of May 22 was current to December 7, 1977,
. more than five months’ earller, the list of patent management =
j;organlzatlons utlllzed by IPA. holders omltted Unlver31ty"~«

&lbe glven a "fair trial” (12), but could offer no suggestiocn” -
of what would be counted as” evrdence agalnst the Government—wxde'

_”‘hall admlnlster those Subject Inventlons to.whlch it elects'gs'
" to retain’ tltle in 'the public 1nterest g

ﬁ'each 1nst1tut10n holdlng an IPA to deflne "the publlc 1nterest.‘.
:7 Each dnstitution- wanting to. negotiate.an IPA will have to IR
. provide the agency with a copy of its "established patent e
Vﬂpollcy,'together w1th the date and manner of its’ adOptlon.,gf”ff}qﬂ
. Will the Government abdicate its pollcy—maklng role. and-‘allow
_u_qﬁunlver51t1es to-define "the: publlc 1nterest" lnfterms of*thelr
'f}ﬁwown perceptlons and 1nterests° o L

'tPrePared Statement

Jaiyjis; 1078
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D. thtle.

:,One w1tn_ss'proposed that the GSA patent regulatlon

THE 'GOVERNDL.NT WIDE IPA

T rfTwo defects of substance and one of procedure mar
the standard IPA contalned in the GSA patent regulatlon

*iff The_Government—w1de IPA'prOVLdes,_“The Instltutlon

but 1t”d es’

not deflne the.phrase._a,t,“

;What does,the phrase mean’

LIl

3On thlS~pOlnt the NSF w1tness:(2) ceclared.ln hie’*'

Ultlmately,fin“any?event}ZI‘havlejapo
concluded and - advised the Director ' .
~of the Foundatlon that under" the SR
'Pre51dent 5 Statement as it now stands,s_lﬁﬂ
as well as: under NSF's basic Act, the" e
legal propriety of ‘the IPA mechanism
depends ™ ultlmately on a determination g
‘of where the public interest 11es.. That,;_
of course; comes down to a policy . :
judgment for policymakers —-—- which 13,_“
agaln“Vas“we‘thlnk 1t should be.-lﬂjx_Tf}




L. Fettig

f'that when a. university decides to retain the rights to oo
‘elnventlons resulting from Government-sponsored research : .
“shall "make. them available through licensing on a nonexclusrve,

A"rjroyaltymfree, or reasonable. royalty ba31s to all quallfled j:§;u¥:

'ﬁ:appllcants,f except that.:q_t_”

The 1nstltutlon may llcense a. subject e
invention on an exclu51Ve basis if it _
Idetermlnes that an exclusive" llcense"‘”J'”'
is” requlred in’ the publlc 1nterest
because’ (A) lt is necessary ‘as’ an‘,-
,lncenalve for development of the
1nvent10n or (B) .market condltlons are
such as. to requlre 11cen51ng ‘on.an b>~¢
lexc1u51ve ‘basis. in- order to’ brlng L
‘the invention to the 901nt of practlcal
appllcatlon. : -

e b As one mlgnt have guessed exclu51ve llcenses are:
'fﬁfthe rul’:and not ‘the: exceptlon under patent ‘rights awarded by
- ' HEW pursuant to the IPA'4~jconta1n1ng comparable language =
f;f@that it has been u31ng_for a decade.t% -

”;p01nt that had been made -

Aln thlS connectlon aboutt“government by S
exceptlonlss Of course, the unanticipated

‘expansion. of exceptlons as rules are applled
“in. practlce, partlcularly over many . Ve
‘years, 'is not uncommon ' in the- law.;JItff
‘indeed can’ be & way .of circumventing, or
‘at least modlfylng, the original expecta-
tions held when. the rule was. promulgated
‘But. it can also, on’ the other ‘hand, be-*
“one" of the heal thy ways in which" new -
“times, new problems, and new Derceptlons
ﬂare-accommodated w1th1n the old rulesr

:Several w1tnesses (7, ll 12)‘argued for the need

'ﬁﬁfor exclu81ve rights, raising the prospect that ‘the’ exceptlonald

use of exclusive llcen51ng permitted in the" standard IPA w1ll\
_fbecomefthe rule just as . 1t has under the HEW IPA o

S : ;The grounds (A} and (B) for alloWLngman excluslve-
'j["llcense ‘should be conjunctlve 1nstead of disjunctive —-=" "
~connected by "and," not "o “5"Tto requlre both tests to be

_-.;Fﬁly‘ 18 ,'.-,‘.197_8 i

'32; The standard IPA contalned 1n the GSA prov1des.i:2;_ed”




’f@vment Regulatlons staff, GSA SOllClted ‘comments on it fromﬁﬁ_~

© . educational institutions (4).: There was no sollc1tat10n of LA
~ public comment through the" Federal Reglster, on grounds that
' _the Admlnlstratlve Procedure Act eXempts contract matters
. "from the public rule-making requirement "and ouxr’ practlce
‘”;.over the years has. been to 1nvoke that exemptlon“‘

ii#ﬂagenc1es:do publlsh such pr0posals for public comment:,

EiE;You explalned that in Sectlon 4 it deflnes a procurement

¢ under ‘certain’ clrcqmstances, and that in Sections 5 and

L. Fettig

o gwyas 1978

'*V.met before an exclu51ve llcense may be 1ssued

3. Unlver51t1es and other 1n51oers domlnated the
process by which" the Government-wide IPA was developed. When . -
‘the draft of the standard IPA was forwarded to. Federal Procure—”“”'

32 Government agencies, 41 profe351onal assocratlons ‘and 66

._That old APA prOVlSlOn nOththStandlng,'mosﬁﬁ

++and I understand that both your office and GSA favor rev151ng
V.t the APA provision. ' Furthermore, in your prepared. statement
you explored the dlstlnctlons between procurement and -
“assistance: transactlons 'set forth in Public Law 95- 224

transaction- and directs the’ use of - a procurement contract.-

5{L1t derlnes an a551stance transaction and’ dlrects the use of

o grants or. cooperatlve agreements under certaln dlfferent
' 1rcumstances.ﬁf : : :

Federal research and development R
'1nvolves hoth procurement and assmstance
and it is’ important to - consider the type'~
_of transactlon when we con31oer patent

B The Governmentvw1de IPA is too 1mportant 1n‘terms:
“‘fiof pollcy and procedure to be drafted privately by agency
'patent counsel, university grantees’ and thelr agents.u It
~f_should be . redrafted in publlc v1ew 2 . %

OTHnR FACTORS

fIn closrng, I want to mentlon two factors that o
: relate £6 the discussion of Government patent policy but’ do not
Sont bear dlrectly on. your decision whether or not to contlnue
‘vlf:the stay'of the GSA patent regulatlon";l R

: v ’1; Wltnesses at the hearlngs often shlfted thelr _
f‘ground from performance to prlnc1ple and back agaln. In.argulng
: that the Government should not take tltle to- 1nvent10ns P




" L. Fettig
'F_they would refer to the Government' s bulglng patent portfoiio

".prlnc1ple of technology transfer and urge greater. cooperatlon'..ﬁ

.h’fpotentlal and were not actively promoted. “The condltlon of;a.v‘°

AiﬁTPOllcy;laSt August, the HEW Office of General Counsel’ stopped
. processing requests.from non-IPA ‘holders for retention - ;.
. of patent rights,:’ ‘and there is’'a backlog of ‘between 25’ and 30 o
o cases (1). No. Slmllar restrlctlon has: been placed ‘on "IPA:

5 your cooperatlon and your. wrlllngness to receive tnese

- guly 18, 1978

. fesulting from researChmand'development Workﬂit'sponeore,"

p,and its poor llcenSLng performance In discussing unlver51ty:
',llcen51ng efforts, they would concede that performance has -
. been spotty and not partlcularly profitable, then stress the

if_between Government, academia.and industry %o move " dlscoverles~ﬂ-lﬂ
'Tgout of: the laboratory 1nto theﬂmarketplace.ffj : ' =

k fIn hlS prepared statement for that Honse Approprlatlons
._subcommlttee on’March 10 Dr“'Baruch sald o SN

'VGovernment 1aborator1es and Government
“R&D!contractors generate over:2,000
new’ patentable ‘inventions each year for
‘a total’ portfollo in excess of 27,000 :
jlnventlons o wnlch the Government has
ctitle-and Wthh are aVallable for11T~i- IR
gpllcen51ng.ﬂ Fewer: than 1,700 of these'patents
" ‘have been’ licensed: and fewer Stlll have
]*actually been used.” This program (of the.
" NTIS). provides the’ mechanlsm for- greater;ﬁj“
f“utlllzatlon of thls*tremendous technology .
jresource.' : e , i

_ : 'H;accordlng to NTIS Government
11nventlons generally were not. evaluated for ‘commercial:’

,f:the Government S patent portfollo is not of 1tself‘a‘reason
‘“fto suopose that’ unlvers;tles_could do better ‘ ’

'H2;7-Whenb1t began,afstudy of the department s patent

f;_holaers, which appears to place non-IPA universities at a dlStlnCt
jV‘dlsadvantage. Releasrng the GSA patent regulatlon at thls
“”gtlme would underscore that 1nequ1ty._nmq i

-I_apprec1ate your part101patlon 1n our hearlngs,

trecommendatlons”

. Sa.n"é@fé‘ly

‘ ‘GAYLORD NELSON
‘ Chalrman -




