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 NATIONAL PATENT POLICY

| FRIDAY, JUNE 2, 61 -

U.S,SENAW, -

Foett 0 SUBCOMMITIEE  ON PatmNws, o -
¢+ TRADEMARKS, AND COPYRIGHTS OF THE :° . =
T CloaurrrEr ON THRE JUDICIARY, = -/t
SR Washington, D.C.
pursuant t6 notice, at 2:10 pam., in room
fin L. McClellan presid-

o The’ subéomrn ittee met, nt 1 _
2800, New Senate Office Building, Senator Jol

%’resent: Senators McClellan, Hart, Wiley, and Hruska. S
Also present: Senators Anderson, ISoug_las, Gruening, Pastore, Sal-
tonstall, Engle, Long (Louisiana), and Metealf, =~ -~~~
_ Staff members present: Robert L. Wright, chief counsel, Patents
Subcommittee; Clarence Dinkins, assistant counsel; Herschel F., Cles-
ner, assistant counsel; George Green, professional staff member; and
Thomas. C. Brennan, investigator., = - | ' o

. Senator MoCrztxan. All right, gentlemen, T think the. committee
mﬂgilﬂ.WCOsztQQI‘de_I'- L L ST S AP
.:On. behalf of the committee, I wish to welcome our colleagues who
are not members of the committee who are here, particularly Senator
Long who is the author of one of the bills that the committee has beex
- studying, and the other Senators, Senators Gruening, Pastore, and
Metcalf, who are not members of ‘the committee. . 'We are %Xecia_lly_
glad to have you because the witness we have this morning, Admiral
Rickover, is one of the most prominent.and most important among the
" personnel.of Government today, particularly in the ares of national
defense and security, and in the course of studying this subject of pat-
ent rights and the Government’s equity and Interest in patents that
arise out of :(Government contracts with the Government financing the
Eroject, weo felt that Admiral Rickover had vast-experience that would
e helpful io this committes, and we.sought his presence here today
and invited hifm to come and testify .and give us-the benefit of his
knowledge and of hiscounsel. .~ ... ool e
- Admiral, we are happy to welcoms.you, and we appreciste your.re-
sponding to our invitation. We want you to feel free to give your
testimony, make your présentation in-a way that appeals fo you'as
being desirable and proper to get the infoimation- befgre i1s- that you
can give us. : RSN TR L LU BT DU R L R A
- If you prefer, we will let you just make a general statement without
interruption, make such comments as you desire without interruption;
‘and then members and visiting colleagues may ask you questions i

you will permit us to doso. -
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TESTIMONY OF VICE ADM. H. G. RICKOVEB, ASSISTANT DIRECTOR
FOR NAVAL REACTORS, U.S. ATOMIC ENERGY COMMISSION, AND
ASSISTANT CHIEF OF BUREAU FOR NUCLEAR I'RO]?ULSION ;
BUR:EAU OF SHH’S DEPARTMEN‘T OF THE NAVY ‘

. Admiral RIOKOVER Thank you very much for your kmd and gra-
cious words, Senator McClellan: ™ :

It is a great privilege.to be here. . It is.both a privilege and a duty

I have no prepared statement, I would appreciate that, at your -

pleasure as chairman-and. it ths'pleasure of the other distinguished -

Senators who are here; you:interrupt-me-at any time and ask ques-
tions. T believe the problem can be more clearly developed by give-
and-take questioning than by.a formal presentation.
Serator.MeCrerian., May 1 ask you then at this point, Admiral,
if-you bave read; if you are familiar with the two bills that the com-
mittee has: under consideration, a-bill by Senator. Long, S 1176 and,
one by the chairman of the Sub@ommﬂ:‘ne&, S. 10847 -
Admiral RICKOVER\ I am: -generally famlhar» W1th the bills; _,yes,'*
sizey L - . o
" Sénator” MGOLELLA
- Admiral RicROvVER: o e S
C Tam prlmarlly mterestec'l 111 the subwot of patents ‘ag 1t_rela,tos toE
na,tmnal ‘sécurity, the strength and” safety of our country. I Hope’
you will undérstand that everythmg ; ﬂows from that corcern. -
I baye not had the problem that contractinig’ companies’ Wlth ‘whomt
'deal might refuse to work for the naval’ reacto prowram ‘because,
subject. to closely controlled exceptions, the law’ vests in' the Goverti-
nent tltlo to. mventlons made under AEC oontmc s The Teason is
that the law removes the patent is§tie from our. relatlons- with cohZ
tractors. It has not ih any way handitapped us'in obtahiing from-
them contracts that are advantigeous'to the Governments - The patent_?
‘ controversy is therefore not a problem in my own 'work. ¢ e
“But T am ‘greatly . disturbed that other agenoles—notably the Dex
fense ' Department: which’ dispénses ‘almost 70 percent of- Government-_
research and development funds—follows a policy of giving' away in-
ventions paid for by the Ainerican people. - What, disturbs - me isnot
50° muoh the, faot——mamfestly unjustlﬁable s it is—that: individual-
compinies may inake a great deal’of momney-6ut of inventions devel-
opeé) with ' pubhc funds, but that thls overgenerous policy has-an ad-’
verse effect on our defense program.’ ‘It is “from this standpoint—the:
offect " of pa,tent giveawdiy policies on “our mational : posture and-,
strength in this period of extreme crisis—that T would like to talk.
Senator MOOLELLAN -Let. the reoord show that Senator Anderson is
tesent. : g
p Sena,tor ANDERSON Tha,nk you, Mr Cha,lrman for the mv1tat10n.
- Senater McCLeLuan: Off the record: - Sl Tinoa S
(Discussion off the record.) 5
iSenator: MOCLEILAN‘ You sa,ld you had read the b111s a,nd Were
famﬂmr with them#: : R TSR r
7 Admiral RICEOVER. : Yes, sir. . : ,
Senator McCrernan. All rlght, proceod m
"Admiiral Ricgover. Three years ago 1 tes’mﬁed before the House
of Representatlves Select OOmm1t’oee on Astronautics and Space Ex-
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}S); loration, LeO'lsla,tmn was then bemg con51dered for setting up the..
pace. Admlnlstmtlon (NASA), T wis asked what T thought: should
be done about patent rights to inventions made with research funds
that ‘would be granted: by ‘the new Spaice Agendy. - X urged that the
Space-Act’ follow ths rulelaid down'in the AEC Act, exphclt]y vest-

ing inthe Government title to inventions finanded by NASAl research
funds: It seemed to me then=-as it still' does:—that: mventlons de— ;
veloped ‘with’ public money belong to the Ametican pubhc “

As finally passed by Congress, the patent policy laid down for the‘i"
new Spice Agenecy was in Aocord with these recommendations; it is

'essenmally the same policy’as that ¢ontained in the Atomie Energy
Acti2 These two agencies-are thus by law: required: to: take title to™
inventions paid for by the American’ people unless it can e shown

- thati-the pubhc interest réquires some other digposition. The title:
thcy i5 also followed by: the Tennessee Valley Authority (‘LVA) and -

vthe Department ‘of Agricultire. */Al diametrically’ opposed ‘patent -

' pohoy, however, i3 followed by - the Defense Deépartment. Subjéct
only:in most instances to licsrise-free tse 6f publicly financed inven--
tiong by the Depaitment Ttself; contracting firms ars grantel patents -
which give them a'17-year monopoly against the 183 mﬂhon Averi-
matis out” of -wlhose pockets -come-all public funds-dispensed by the ’
‘Defense Department.- A1l 6f these 183 million: people qre: ecluded
for 17: ygar}sl, from beneﬁtmg from 1nvent10n foriwhic t\_"_j
“paid with their'ta 1 ]

grantmg patent :rlghts dg'a quld Pro quo for better contract erms
‘snnply harids over these rights ag'a matter 6f dgency, policy, o1
It seems to meé important to pin point the difference between glve—jf
away of public ’ sroperty by decision of a partlcular agency and dis-: -
© pensation of public subsidies to ailing sector’s of our econor%y by et
of Corigress: “Analogies are often drasw, by defenders-of the patent:
1veaway- policy “with farm- subSIdles subsidies to ‘shipping,-othiers
% orimg" ot transportatmn - eetera. ‘Thess subsidies” are pxpressly
gra.nted by Congress; - Congtess, in our'form of government; 1s::
the ‘only body that'has'the right to give away: publlc property. - I
the case of these subsidies, moreover, a public interest in suppo‘rt—"'.'.
Jing particular segments of the ‘Ameticar economy is involved, “I do
- not ses-how ons could make an ‘analogous cass: for contracting firms
obtaining DefenSe Depatrtment research grants,: The firms ‘who re- -
celve grants are's relatively few huge corpora,te entltles already pos-
sessing gredt conoentrated econdmic power, They are hot a ling seg-"
- ments of the economy in need of public aid ‘or subsidy. Nor ig there
any real need to offer- patent giveawdiys in-order to induce t efn o aes
cépt: Defenge’ Departinent vesearch grants or contracts. think it -
needs no special proof to say that Government contracts a'e' and-al- - -
wajs have been highly lucrative and much sought-after.. To claim
that agencies cannot get fitras t6 sign’such contracts unless’ patentb
rights are given away “strikes mie as Tanciful nonsense. -
“So fas as 1 am aware, the only major case in: point oceurrs d When ‘
the . drug mdustry refused- Government grants for ‘cAncér chemo-' .
: therapy and - psychopharmacology reséaich “unless they: were. given”
patent r1ghts to mventlons ma.de Wlth publlc, mone Th Gl Wa.s, I;'

PR
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believe, also. the case.of a.firm refusing a NASA, contract: but, in that
case. it .was- playing the .Defense Department :against;the Space::
Ageney. - If we had a uniform:Government; patent policy;,corpora~ :
tions.could not do this; As-I mentioned. before, we in the :Naval-Re--
actors.Group have had no difficulty obtaining contracts:that. are ad-+
vantageous to -the Government even. though under the. AEC: Act we -
could not, if we .wished, give away patents to ATC: financed in--
ventions. Cind b, hareecs e e Ll e e
The present situation is unsati ry. _Agencies of the same U.S..

Government. pu

f=h

ucation,; ;

an_E__,dj_ame_@HEX&L)-—ﬁoLlew-d;ﬁemmﬂpehewsr . This . naturally .
makes for inequities. 1t leaves the power of decision on an important.
e oL should be resulated by Congress to. contrasting .
As a result-the House Appropriations
Committee. 15, msisting that the, Defense Department. should.. judge .
more, strictly whether defense-supported. medical research is limited
to. areas peculiar to military requirements. ‘Furthermore, the Appro-.
priations Committes. felt. that medical problems common to all.our:
people, including those .of miltary personnel,-should not be investi-;
ated with Defense funds..-Many.people inside and. eut of Congress..
el very. sirongly that the foundation.of all agency patent policies-
should be the principle that inventions:made with publie. money be-..
long to the public, and that Congress should pass legislation. requiring: .
all Government agencies to proceed.on that basis, with allowance.for .
waivers. in special cases, such ag when corporations have. contributed.
their own money to such.inventions, or, for bargaining purposes, that..
is, to enable the (Government to. obtain.more favorable contracts.. . This:
is; my own view, : On.the other hand; those.who presently:benefit..
. from the patent giveaway policy.of the Defense Department are maks-.
ing strenuous efforts to have. that Department’s policy made applica-,
ble to all Government. contracts, most particularly.to these of NASA..
L%der.gn-t.he attack against the AEC and NASA patent policy is the
atent bar. @ . i L e e el e T e ey
p-.Wh,en $8, $9,:$10 billion of public.funds are.invested in.research, in-,:
numerable commereially useful. inventions are. bound to be made, in .
addition to those of primary military. significance, : Obviously, it isin .
the interest.of the patent bar that such commercially useful inventions .
be.privately patented since this will make for 2 good deal of Iucrative..
patent business. When title to publicly financed inventions is vested.;
in the Government; the, patent bar may not derive. any,special benefit..
from the Government’s vast research program. . Hence, their extremely..,
‘active support.of the Defense Department’s giveaway patent policy.,
Senator Lowa.. Their influence: 1s. so- pervasive that when last. year -
the Government set up a study group to examine patent policy, this .
group went to the George Washington Patent Foundation. for advice .
on. what, their position. should be. . The interesting. thing is.that the

George Washington Patent Foundation is: supported by the-private .
patent lawyers and by inndustry, and they have an ax.to grind,. No-
one has a greater.interest in preserving a system of taxing the public -
for private advantage than do the patent lawyers themsgelves. '
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. Admiral RICKOVER It has been my experience that the patent bar is
“a much’ stronger advocate of the giveaway patent policy than the con-

“tracting firins themselves. “Of course, the firms get profits'and othér
“benefits from Government contracts whereagsthe patent bar depends
“wholly on the giveaway patent policy for extra,ctmg b} beneﬁt for 1tself
out of public research contracts.

I would like to quote sorne ‘remarks niade by Senator Long before
“Congress last year Whlch comclde exactly w1th my ow*n expemence'
“Hesaid— "

the nnpresmon I have gamed is that those Who demand. thlS unconscmnable ad-

vantage are not so much those in big- bugiiiess as their patent lawyers. Most big

businessmen with whom I have discussed’ the mafter have guite readily.con-

ceded- to me that what is sauee for the goose is also sauce for the gander; that

if théy employed someone to do research and deévelopment work for them, they

would insist on retaining the patent rights for their company, and that it ls
“'logical'for the Government to proceed en the same hasis.

T caniiot see how one can mike out s convincing ‘cage for the right
of patent attorneys to have their special interests eonsidered in laying
down Government pollcy on patents for inventions made under public

“reséarch contracts.” Tt seems to me we have here a clear conflict of
interest between some 6,000 patent attorneys and the 183 million
Amemca,ns who pay for Government contracts and to whose clear in-

-terest it is.that useful inventions for which they pay should be

“promptly disclosed so that everyone can utilize them. * Of conrse, ad-

“vocates of the giveaway ]gatent policy are silent on ‘the advantages
thig 1polmy bestows on the bar; their arguments pioceed on-the highest

+leveliof the Amerman way of hfe the free enterpnse system, the Con—

“gtitutionyand soon. 5 ¢

" 'The private mterest of those, Who favor the giveaway pabent pohcy

- has many advocates and is ably. presented.. Very fow advocates de-

~fend the interest of the :American people or of the Nation as a whole,

I think -it-important that it-be generally known that the principal
_defenders of tﬁe patent giveaway policy—ag preseiitly followed by the

~Defense Depa,rtmentv—are members of the patent bar, and that in de-

- fending this policy they are defendmg thelr OWIL specml 1nterest

* ratherthan the publicinterest.

. For years the patent bar has very actlvely pursued the ob]ectlve of

_preventing extension of AEC patent policy to other Government

-agencies. Particularly heavy pressure was exerted 3 years ago when

“the Space Act was under consideration by Congress. Nevertheless, in

. the end this act did incorporate the AREC patent policy. The patent

. bar sees this as merely a temporary setback. Though they were un-

-suecessful then they are st111 in there pltchmc’ to remstate the glve-
~gway patentpolicy. -

- Sehator Lone, Last year the actually succeeded in obtammg the

“help of some NASA officials who were advocates of the Defense De-
‘partment policy, as they had come from there. Two such officials, for

“instance, were present at an important meeting of the Committee. on

- Government Patent Policies of the Ainerican Patent Law Assocmtlon

“on. April 99, 1960. -The meetmg resolved once more that—
the purpose of the patent system will be best achieved by the vestment of tltle

“to, all inventions made by contractors in fulfilling re’search a.nd development con-
“friets ﬁganced in whole or in part by the Gavemment :
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Thus NASA. 1tse1f Wlthout beneﬁt of operatmg experlence on the
.reeommendetmns of the patent’bar, asked, that the Space.Act be
,amended to brmg its petent olicy in line with the Department of De-
fense giveaway. practice ratﬁer than that. Whlch -the Congress in-its

judgment had enacted.
. Admiral Rickover. Since I am. familiar with both the Defense De-
. partment and the ATC patent policy and with the effect both have on
Governinent eontracts, genator Long asked me on April 8, 1960, to
testify before his Subcomm1ttee on Monopoly With your permis-
- sion, may I insert here my testimony . before thet su]oeomm:d:tee2 :
' (The matter referred to1ls. a8 foﬂows ) et

PATDNT POLIGIES OF- GOVERNMENT DEP.AB.TMENTS AND AeENcme, 1960

SubJect Oonference of Senator Russell B Long, .chalrman Suhcommlttee on
- Monopoly, Senate Small Busmess 00mm1t;tee, w1th Vlce Adm H G, Rlckover,
CTLA. Navy.

: '_Plaee Office ‘of Senator Long S S
- Mime: Friday, April §, 1960, 9am T )
Present: Senator Rusgell B Long; Vlce Adm H G. Rlckever BeuJamm Gor-
) -don,. economist, Senate Small Buginess Commitiee; Robert Hunbel adminis-
trative’ assmtant to Senator Long Rlchard Daschbach research asmstant to
SenatOr Long,” ;

Senator LoONG. Admnal Rlckover, I waut to know your views in. general on the

iszue of whether you believe that.when the Government buys. research and devel—

.. opment,.the Government should take the patent rlghts or should permlt the rlghts
for commercial’ usage to go to the contractor. -

Admiral Ricrover., First, Senator Long; inay I thank ‘you for gwmg me the
- opportunity fo discuss this matter with you. I appreciate testlfymg in. your

office where there are beautlfu.l southem glrls and the coffee s ﬂavored with
. chlc(ny It is very unusual. T L

Second, I.have no prepared statement o : s :

Third, I ain not a patent lawyer or any other kmd of lawyer ¥ can only g1ve
. you iny - viewg as-they developed over a period ‘of about 20: years in: the

conduct -of research and. development for- the Department: of: Defense and the
Atomic Energy Gommlssmn T

The patent situation today is quite dlﬂ:'erent from’ what it wag in 1789 When

. our Constitution: was adopted. At that time; a patent was a matter that prl-

‘marily concerned the individual; individuals were developing single items in a

preindustrial age. Today, the development,of patents general_ly involves large
: cmpmatlons and organizations, - The U.S. Government alone is currently spend-
. ing, in fiscal year 1960, nearly $8 billion for research and development. To grasp
‘the significance of tlus sum bear in mind that the total expenditures of the U.8.
- Government for the 11-yesr period, 1789 to 1800, was less than $6 millien.. -And
. in-modern fimes the level of U S Government expendltures d1d not reach, $8
- billion until 1936." .

Over the years I have. frequently wondered whether in this modern mdustrlal
"'age patents are as important for industrial organizations as wonld appear from
*“the stafements miade by patent lawyers.: It may be that the -patent.lawyers are

overemphasizing the present-day value of patents. It is quite possible our indus-
- try would not be hurt very much if we restricted the items that are patentable.
I believe.the important. factor for an industrial organization i$ the know-how
- developed by it-—the trade secrets and the techhigiies; these are ‘not patentable
" qualities. - 'They are something that are inherenht in a company, in its methods, in
¢ its.management; the kind of machine tools it has, how.it uses these fools; and
-'80 of. - Where the facilities are owned by the company itself, and. Where the
know-how is its own ; the Govelnment ‘shonldn’t publish that mformatmn -When
these conditions’ obtam 1t 15 possxble we he.ve gene too- far in makmg the infor-
<mation publie.: -
- Up to the advent of the Atomlc Energy Commlssmn in 1946 and the Space
Agency in 1958 most resegrch and.development consisted essentially of adapta-
tions to existing technology. That is, an industrial organization would be called
upon by the Government to take an item it had already déveloped over a period
of many years and ehange ittoa new or 1mproved item for military apphcatlon.

‘,Z\'
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_On that basis there was considérable justifieation for the entrepreneur to main-
tain his backgreund patent rights; he was merely adding a.small novelty to ah
already existing item.  But with the coming of atomic and space science, we have
an entirely different situation; we are now dealing with equipment tha.t hag
never before been used. In fact most of it was never even conceived of. Con-

_Sequently, neariy all the money for dev_elopmg the complete item comes from’ the
.Government. I believe in the atomiec energy field about 92 percent of the money
‘being spent on research and development ig. supphed by the Government. Itis-
for this reason I consider the existing patent provisions in the Atomic Energy
Act and in the Space Agency Act fair and valid.

‘Where the Government bears all or nearly all of the cost, Whele the’ fac111t1es
belong fo the Government,. and where the Governmentf bears all the risk, the
people should own the patents The Amencan people are spending théir mohey
for the research and developrhent; therefore, the patents should belong to them.
" Senator Liong, Would that 92 percent he.a consarvatwe figure?

Admiral Rroxover. It probably is.  We are dealing with’ projects and W1th
items that are novel, that have never before been developed,  Furthermore; in
nearly all cases the patents ave béing developed in facilities ‘wholly or almost

“wholly owneéd by the Government; this ig another eompellmg reason for nghts
to these patents to inhere in the U. S Goverhment.

. Senator Lowa:. Admiral, I would like 10 read to you an excerpt from a speech
‘delivered by a patent attorney [Reading:]

[k  may T remind you.in the words' of our Foundmg Fathers in the
“Declaration of Independence that T considér these truths to be self-evident: the
‘American patent system is as old as our ‘country, it is the best in the world, it
is a fundamental part of our free competitive economy, it lias contributed to the
highest standard of living in the world, it bas helped make America the strorgest
nation on earth, it will be ag vital to our way of life in the age of space gg'it
“has been durmg our first 185 years as & nation, and any proposal which departs
from the basic fundamentals of 6ur patent system ne ma.tter how gllded must
.be stamped ouf, as a thistle in a wheatfield.,” . o -

* What do you think of this statement? = . :

- Admiral Rioxover. It’é a good, rmgmur Fourth of July speech Senator Long.
"It reminds me of an incident that occurred in one of the German Stateg about
150 years ago.. As part of a thoroughgoing reform of the judicial system, it was
Proposed to abolish torture as d4 means of obtaining confessions from persons
‘accused of crinie. A venerable jurist bitterly opposed this on the grounds that,
sinée torture had been used for more than a thousand years, it must be good.
Apparently, this man believed that anythmg that has exigted for a long time
'must be good,. i
"~ However, we are not dlsc:ussmg the p'Ltent IaW per e, No one is arg:_ung that
we do away with our patent law. We are merely discussing application of that
law whén the Governmeint spends most of thé money for domg the work ’.I.‘hls
.is the real issue.

. Senator Towe. Do you beheve that the bilions of dollars the Government is
paying. for research and development of new items are adequate incentive on
the part of (Goverbment contractors to develop those.items to the best of theu'
‘ability ? .

- _Admiral RIOKOVER Yes, sir, I believe .a most 1mportant factor’ motlvatmg a

'_eompany to seek out and undertake research and development for the Govern-
‘ment is the realization that, instead of spending ity own money, it now obtains
‘these fundd from the Gwemment One frequently hears it said the Government
doeésn’t pay. enough profit to companies performing research and developmernt;
‘that whereds the Government allows, say, only 5 percent profit on research and
development contracts, the companies can make 10 percent or more on Qrdinary
commercial or Government business. But that is not a valid argument.” A
‘company may spend, say, 1 fo 2 pereent of its gross income ox ity own research
‘and development work; but when they do Government research and develop-
ment they thereby get 1a1ge additional sums of money to do such work, In
this way they enhance their competitive position without having to use their
own money. You will find many large corporatmns where the level .of Govern-
‘ment research and development they do is considerably miore than they spend
on their own research and developmeni. In essence Government-financed re-
‘search and development subsidizes and augments their own research and de-
velopment effort, and so enhancés their competitive position, . These companies
realize that in order to stay in business, to be healthy, to prosper, they must

- do research and development work.
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The very fact they censtantly keep on urging the Government to give them
‘more research and development contracts despite the supposedly low profit rate
‘is ample proof of the great value they attach to obtaining such eontracts. Our
large corporations are more aware of the desuab111ty of domg Government
‘résearch and development than the small companies. .

We have had no difficulty in the Atomic Energy Commission getting contrac-
tore, large ‘and small, to do research and develepment work. In faet, many
of them are constantly urging ug to give them siuch work. Further, a’ number
of companies have built their own facilities, with their own money. Many busl-
nesses want Government research. and development work in order. to develop.a
/strong position. They now wish to extend this to the atomlc energy. and. the
" space fields. .

Senator Lowa. Contracts themselves are proﬁtable, but thoge confracts, even
if they do not have privite patent r1ghts, alsp lead to additional produets if
"these companies are forward-looking, coxnpetltlve gompanieg developing products
of their own outside these Government act1v1t1es Would you agree with this .
statement? oo ' . -

Admiral RIcKovnR Yes sir. They develop many ideas and skills from this
,Government~ﬁnaneed work; algo, their people are being. trained and schooled. at
Government éxpense, These are very valuable agsets, and the reason so many
large corporations vie to obtain these research and development contracts.
Now I can only consider this problém.in the llght of my own experience. I
‘have.never had a single case where the patent provision of the Atomic Energy
Act influerced a company not to undeltalte Government R. & D. work., In -
fact, many of the very same compames who opergte under the Department of
Defense patent provisions, which are far more liberal to them than the ARC
Tules, not only accept research and develo;)ment work under the Atomic Energy
GOmnusswn patent rules, but.even urge us to give them more such work.

. Benator Lowe. Do you have any indication that the comipamnies charge you

“miore to do researeh and development if they are not permltted te keep pro-
‘prieta¥y or commercial patent rights? . 1 -

Admiral Rrickover. No, sir; I koow of ‘ng’ sueh cases ’I‘hey ‘are nearly. a11
cost-plus-fype contracts and the fees are about the same throughout the Gov-
cernment. Nor do I agree with the statement frequently made that unless there
iz such a patent provision, their employees will not work assﬂuously I have
never seen anything of the, sort. A man who hag an idea in his mind, if he
is ‘worth his salt, will want to get it out He will ﬁght all obstacles to get it
out; it really makes no dlft‘erenee to the scientist ot engineer one way or another
because the company gets to own the patent rights anyway.

7 'Now, the companies apparently take a different stand toward the Government .
than they do to their own employees. Their own employees must sign an agree-
ment prowdmg that the company takes title to the patents they develop. Ap-
parently,. the companies desire better. treatment from the U S Govemment than
they accord their own employees.”

Senator Lova. I was talking to a young man who worked for an oil company
ahout its research program. He told me that when he went to work for the
company, he was requited to, gign a contract that said that anything he de-
veloped wonld be turned over to the company. Now he said that he didn’t
have to sign that contract, but he felt that if he was going to take the job,
the company had every right to ask him to gign it. And yet hig attitude was
that if the company, in turn, was going to work for the U.8. Government on
a project to be wholly pald for by the Government, it was no more immoral for
the company to he asked to let the Government keep the patent rights than. it
was for him to be agked fo let the company keep the patent rio‘hts if He went to
‘work for that il company. .

Admlral Rickover. That is tantamount to what I said. I agree with you
that companies in the employ of the Government should receive the same treat-
ment from the Government as they give to their own employees. In Great
Bntam as you know, there is a different system. There, the patent rights for
work’ ﬁnanced by the Government helong entirely to the Government; the Gov-
ernment licenses industry and even shares in the royalties mdustry receives
from non-Government applications. In Russia, thé Government, of course, owns
all patents. 8o here we have three dlt“r‘erent patent systems workmg gide by
side. I know of no evidence indicaling that the Britizsh or the Russians are
being held back .because they have not cop1ed our patent systém.: One of-the
reasons the Russmns have been ahle to make r&pld progress is becanse they
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«drssemmate technical” 1nformat1 aster, th. e :’l‘hey probabl " the;
world in the thorough dnd’ raplc[:dlssemmetlon scientific and. en neenng.
inforimation. I believe this is pretty good’ evidence there is little to the argument:
that unless we give industry full ¥iglits to patentd where the Government has
paid for the Work, our economic system,would. be hurt. . I:doubt.that yery much.
Perhaps there are 160 many patent Iawye1s in the Umted States e

Senator LioNé. Here is anothetr problem that comcerns. me, Admiral R1ckover
It seems t0 me that if 1. had & comipjany workmg -on somet]:ung that could con-
ceivably be of ilMmense value—for example, Sippose I was trymg to develop a.
new fuel that might be the fuel of the future; perhaps the fuel that could put’
a satellite into cuter space or do things present fuels will not do,  If I were
dble to achieve it first #nd to obtain a patent on it, that patent- Would be of
enorinous value in future years. Now, on the other. hand, if my competitors
were working on somethmg similar to that, it seems to me that there would be
an incentive on my part, 1ooking -after my pockethook and stockholders, to. tell
my engineers: “Fellows, don't tell anyone about this thing, IIold onto it until
we are able to get 4 patent on it.” Does it oéeilr to you that that logic-might
from time to time operate on work under Government R. & D. contacts? :

Admiral RIcxover. Yes, it could, éxcept in the case of AKC and NASA work..
In these fields the law places ownershlp of patenis initially in the U.8. Govern-.
ment.” Thig gives the Government the opportunity to make them available to
everyone. In my opinion, this'is 4. good system becduse it makes new informa-
tion available quickly. Otherwise, there is the possibility of withholding infor-
mation.. All.of our industry benefits greatlsr from free use of Government pat-
enfs.” As you have stated, it is ‘essential lif thie" race with the Russians that we
do not handicap ourselves by delaying the emiergénce of new developments The
Russmns Have ho such handicap.

“The ohject of the patert system was to further human ‘welfdre and happmess ‘_
Take the medical profession, for example. As far as I kaow, the meédical pro-
fession rarely patents dnything, New procedures teehniques, and mstluments
developed by doctors and medical ressarchers areé free to be used by anyone.
This is a noble attitude by a noble profession, and. I have never heard it-§aid
that our doctors aie loath to increase human health and happiness beeause they
would not receive exclusive right to their inventions. ~And ‘to' illustrate the Bu-
man misery that ean result from’ utidue Secrecy there is the famiots case of the
first, practical obstetric forceps. .It was invented about 180¢ by Peter Cham-=
berieh, an Biiglish obstéirician. It Wiy kept by theé Chamberlens as 4 family
secret for nearly a century. ' They wouldn’t let ahyone else know ‘dbout it So
here we have a ease where countless’ mothers were, subjected to needless pain—
pain ‘thit céould have been avoided had that knowledge been made publrc But
the Cliamberlen fanily képt it to themselves in oder to re iih 7' monopoly; ; they’
enriched thetisélves at the ‘éxpense of hyuman misery. = *I'nig illustrates in a
homely gort of way, a way 4 mah can’t understand but a womin surely can, the’
-importance of not-withiholding information. Today I believe it would be con-
sideraed unethical ‘fo7 4 man In the medical professwn to try to patent some—
thing of that sort.

- Senator Lomé. -As & ‘thatter of faet, g0t it ‘trug that when most dottors” de—l
velop a4 new procedure for operations, theY are anxious to'go to 4 medical dociety
meeting and explain their new procedure 80 that otl’ler doctors might ﬁnd it ad-,
vantageous for humanity? :

‘Admiral RICKOVER. Yes, sir. " AS T sald the medlcal profession is the most noble,
and ethical profession. Nearly every doctor is ‘dedicated to improving the health
and happiness of all humanity I believe we could well adopt that same prmemle
in many other fields. - We ‘would do Well to-‘have our-scientists; our ehgineers,,
-our industrial Ieaders, our Gove ment Servants a:od our educatlomsts
our doctors. T E S ) ;

Furthermore, you must: bear in mind We are not talklng_ about -t ‘gl 1hty of:
industry to-ohtain patents wheh' they usé their-own JUoney. ‘flven'in the atomic
energy ‘field: or-in the space field, if you spend your oWh “morney you ‘take fitle’
to' the patent except for Weapons Fagt yedr more: thin Half the patent appli-
cationg in.the atomic’ enetgy field "were filed: by privaté ‘Industry” "We should
urge industry: to spend more of their own money for resedreh dnd: development—A
inwhich case the patents W11 belong to them and they w1ll b ld’up a pos1tlon‘
of their own.: : i :

It. may: mterest you to know.that 90 pereent of patents for peaceful apphca—
tions in the atomic energy.-field are developed by 10 to 11-of the ARG contiractors.’
There have been only three cages where contractors have ‘objected to the AEG‘




patent provisions. These objections were based on the fact that the language

of thé contract was too aildnclusive; that the langunage took in fore than was
reguired for the actual performance of the contract. These three cases were not
important ones, The AEC I understand mtend.s to recommend changing the.
language. : '

No one has suggested in any 1nstance 1 know of tha.t mdnstry can’t have pat-
ents. We must sharpen the problem and point out that the real issue is whether
patents, the development of which is paid for by the Government, belong to the
people or belong to mdustry 'I.‘hat 1s the real issue. We are not dlscussing the"
patent gysiem per ge.

Furthermore, there'is here involved 2 matter of broad npational policy. AL
present, instead of Congress examlnmg the patent situation, we are permitting’
each agency to-decide for itself. I do not believe Congress’ shiould sbdieate its’
constitutional rights and duties and permit any individual agency in the execu-’
tive branch to set up its own rules which by perpetuation over a period of
many years finally assume the force of law and then are used as precedents. .
The. tendency of Government agenmes is to let things continue as they” are. It
is easier for them this way; they don’t have to think or to hurt anyone’s
feelings, It is also easier to have a gimple rule such #s the Department of”
Defense has, rather than to judge items on a ‘ease basis, I believe the applica-
tion of our patent law should be considered as a general policy matter for the
entire Federal Government; and that Gongress ghould not peimit each agency.
to set up its own rules. That 1n eﬁect 1s llke havmg several duferent Federal"
laws to cover the same subject. . i

-X believe it ig in accordance W1th the intent of the patent 1aw that the Gov-;
ernment should. own: patents resulting from work it has financed, In other
words, the Atomic Energy Commission and the National Aeronautios. and Space
Adm1mstrat1on patent rules are. 1n consenance W1th theé law, and-not 0therw1se,"
as some would suggest. =~ :

‘Benator LONG. NOW, fsn't it also true that. a great amount of basm research;
and development i3 not patentahle at all untll it Las heen developed 1nto a praetl-
cal application?

Admiral RIOKOVER, Yes s1r And that is why we have 80 many compames
come to the Governmetit, urging they be given. Government funds to do research
and development Work thls w111 g'lve them E: better eompetltlve posture in.
industry.

Almost every ares m mdustry is now subsnhzed by the Government and smce;-
thev have become aceustomed. to subsidization, they naturally . desire, patent
rights also bécause this further helps to subsidize them.

.I believe that patents Should generally’ belong to the Go,vernment where; Gov-_
' ernment money - is used to develop them.. In special casey where g great: deal

of prior work hag.been’ done by 4 _company, an exception could be made, An
exception could also . be made in the ease of small business if this ig considered
necessary by. Congregs to preserye our free ente1pr1se system But, aside from.
these exceptlons Where the Government pays. for the. work: the patent should
belong to the Government. :

Senator Lowe. Now, . Admiral Rickover, where. you have several contractors
Workmg on similar problems for the Government, each one of whom has more
than a.hundred. sclentlsts and engineers .working. in their employ, isn't it to.
the advantage of the Government that every time one- Eroup. or one team of
geientists and - engineers. discovers something new that is useful, it should be
immediately made, ava11ab1e to alt -the others so that they can start workmgo
forward? -

Admiral RICKOVEB Yes, su‘ I deﬂmtely believe 1t should This of course, .
ig' the.intent. of .. Congress :in. appropriating .Government funds-—that they be..
spent cfficlently and effectively. Such interchange of information. will add:
to, the: _eﬂic1ent\and/e_ffective_way of .gpending. Government money. . Isp’t: this
exactlv what-onr industrial corporations. do?: Do they not: 1mmed1ately makef.
available:to.all-of their divisions: what each: d1v1S1on invents or legrns?- :

-Benator. LoNa: Well, would. there not be an:ineentive if a  contractor conld'
see:the possibility. of Iarge profits for ‘himself by holding: back on this. informa-.
tion until:he can patent it? -If hundreds of: millions-or.billions- of doliars are:
involved, Wonldn’t ‘there -be’ some -incentive to-hoard and: to conceal what he
knows, until he is In a pogition to protect himself with patent rights? -+

Admiral RiokovEE. Yes, it might be; and:TI ‘believe there have-bheen cases—
these are-a: matter of record-—where organizations have held’ mventlons back"
in-order :to protect thelr future: compet1t1ve position.s: <7 oy o e Dl
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-Senator LONG T believe one of the withesses of the Defense Department, ¢ne
in‘‘charge -of pitént’ matiers; who had beeén. with indistry as a patent lawyer;’
mentioned thdt some concerns find it- advantageous when they have something-
very good, not to patent it, but to hold on to' it, feeling that when they patent:
it, it becomes available and other people then start finding out how to achieve
the same fhing by 'a method which would get afound that patent.

Admiral Ricgovie. 1 believe we should reevaludte -0t patent policies in the -
light of the pregent situation—where we are faced with an implacable foe who '
uses every means to achieve decigive military strength as fastas possible, It is
important in this critical stage in our history to reconsider the patent poheles
and procedures from the standpomt of whether they are aiding or impeding our .
national progress. Today, there is no essential difference between military and’
civilian technology. - So. anything that holds up ‘onieg, also huris the other. - As
I said previously, the patent- problem that faces us today was not envisioned
by the founders. ‘They lived in a preindustrial society—a society’ where a-
patent resulted from the efforts of an individual, not of a large organization.

‘Benator Lowa. Do you have any idea or any Judgment as8-to what you believe
the people at-the working level, the actual scientists and engineers, who are:
doing the téchnical and developmg work, think about this matter and this issne?-

Admiral Ricgoves. The men workmg on a Government project surely know it
is the Government that is actually paying their salary. I have never-found a lack-
of dewire to ‘do good worlk, just beeause it- was being ‘done in a-Governiment
lahoratory ingtead of '@’ prwate 1ab0ratory, or ‘because the work was bemg paid-
for by the ‘Government. “‘When a company h1res a man, they pay h1m for all hls""
talents, 1nclud1ng hig ability to invent. ‘ .

“Mind you, sir, we muststick fo the point; wé are not niow dlseussmg our paten
system we are ohly discussing whethér the Government should retain rights ‘to"
patents for-which it pays.- To the individual scientist or engmeer who makes the-
invention or contributes to it, there is no financial d1fferenee anyway. The com-";
pany getls the patent rights; not'he.” Tf he is'a-good inan, if-he makes an inven-
tiom or otherwige makes himgelf of greater value; he ‘will be promoted and hig”
pay increased whether the company is paymg hls salary d1rectly, or the Govern-_
ment jndirectly. -

“Senator T.one. As'I understand’ your posmon, from your' Jast statement if the

. Government hiréd a contractor to develop something foi the Government, the
contractor, scientigts, and engineers are’ actually working for the Government ,-
notwithstanding the fact that the contractor 1s mterposed hetween them and-‘
their Governmient. )

Admrral RicRovER. Yes, sir, As far ag they are concerned they do the same 1nf
either case, and get the same treatment o -

Senator Long: Tn other words, if I were a'seientist Workmg elther for the AEC';

Worklng to. develop atomlc energy for 'the U.8. Government, )
Admiral Riceover. Yes, sir.  There’ is ah analogy between th1s sﬂ;natlon and{
the oné that obtaing in educiation—one of my favorite subjects, as you know.’ The:
Natlonal Bducation Assoctation, & self-admitted lobbymg organization, assumes-
to speak for the teachers. The NEA ig constantly saying what they suppose’the’
teachers to be thinking. The teaehers rarely speak for themselves However, I.
réteive many lefters from teachers who gay: “Pleise doi’t quote me; I- thor—i
-oughly digagree with the NEA, but I am afrald to talk, Y I fhes chse of patents;*
evervbody is talking . for the smentlsts and engmeers except they themselves
The patent lawyers are always telling us what the gcientisty and engineérs think,
Now, I happen to deal direetly with many scientists-and engineers: I haye not
heard them express the thoughts on patents as.espoused by the patent Tawyeis.’
‘Senator LoNg, Would you care to elaborate further on What you do detect the.
attitude of scientists and: ‘engineers to be? .- -
Admiral Rickover. The scientisty and’ énginéérs? . Why, I don’t helieve* thev:
have ever given thiz matter gerions .thought. It makes no difference to them
anyway. As e1t1zens, they probably Would prefer that the patents belong to the
Government N
“Senator Lowe WelI, as far 'as they are coneerned they are smart enough to.
realize whether they. are working for a contractor A, for a Government agencv-‘
dlreetly that they are Workmg For the Government
. Admiral RICKOVER.. Yes, sir This is snnllar to the. questwn I 'am asked about_"
our nueleat submarines—whether we have a morale problem’ with the sailorg’
because they are submerged for such lonz I}B’E‘lOdS ‘T angwer that we’ don’t smc :
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that there ig a. problem, s,o there isn’t any.’ Possnbly,».' Ll W
patent lawyers, we wonldn't have 50 much of a patent problem, etther .
Senator Lowe, Admiral, Rickover, have .your given any thought £0. the problem-
1nv01ved in some of thesge coutracts where it is provided that. the Government, .
in letting a contract to develop some 1tem, wiil accord the Government a 10ya1ty—'
free license. to use this item for.the, Government, but that in no event will the
Government be permltted to:use. this’ development to pr ov1de ge fo the gen-,
eral publie? . .
Admiral RICKOVER That of CO‘IJISE the syetem used by the Department of
Defense, but not by the Atomle Dnergy Commission, Now, industry, for exam-’
Dle, gets a great deal of benefit from the Government-owned AEC patents be-
cause they are rapidly made available {o everyone. . Many new developments in
the atomic.energy field are expedited because industry is able qurckly to learn
everything that has been developed and to build on.that. ‘This is a good way to
get. things done fast. It could even be that in this 1evolntronery and rapidly
spiraling scientific and industrial age this.is a taster way to develop our country
industrially :than is possmle under. the present patent system with, its. restrie-
tiens, . Perhaps our patent laws should be, anEStlgated to see 1f the serve'the
intended purpose well, :

Senator Loxg. It hag come to.my attentron that m a certam contract—l do not
believe this was the usual case, but.an exceptlon-—-concermng the development of
weather. control systems, an attempt to develop weather control, one coutractor’
was able to obtain & contract with a provision that., anythmg developed under.
this contract could not.be used to provide genéral Services o the publie, "If we
are.ever able to develop some, system to' control weather, can.you se¢ much use,
that the Government wounld have for: weather control except to prowde general,_
services to the public?. . :

. Admiral RIcKovER. I deﬁniter beheve we should not turn over any element of .
weather eontrol to a contractor.

Sepator Loxe. Well, the Government is workmg on Weather control methods,
Admiral Rickover. Aseume that we eventually find a system whéreby seeding the’
clouds might make the rain fall in the area where we want it and to- prevent it~
from fallmg somewhere else.... Would it ot be rather eXtreme for iig t0 have a.
provision in those contracts tha.t the device. wlueh the taxpayers have pald toA
develop could not be used.for their benefit? : . i

Admiral Ricgoves. Such a provision I consider wrong, sir, because_lt is tantaﬁ,
mount.to the taxpayer uuderwntmg somebody to get a patent ‘which sto ]
taxpayer himself from using his own resources. Such, 4 situsdtion shoul
permitted to.occur. Itmay havebeen.an overSIght in the partlcular 1)1
mention. .

Senator LoNe. How can pubhc pohcy permlt any snch prlvate p, enit?
Admiral Rickover, your achievements in: developing the atomic. gubmarine ‘are’
rather well known. Have you found that the inability to accord private patent
rlghts t‘;) 1nd1v1dua1 contractors has impeded the development of the atom,lc sub-
marine o

Admiral RicEovEn, Categorically, I say “No.» It is the same as the case of,
the psychiatrists in submarines. - Havmg never heard ahout this, Sltuatron, I dld :
know there was & problem. ‘

Senator Lowg. Where you have & 1arge number of oontractors workmg on par- )
allel projects, would you personally feel that progress would beé impeded if'edch -
~ one had the right to take .out patent ri“hts and have property r1ghts 1n the secrets

they developed?

Admiral RICKOVER Yes 51r I beheve there Would be With. the SYstem m use
in the Atomic Energy Gommlsslon, all of this informatmn is ghar,

Senator Lowe, And you have no, diﬂiculty in persuadmg any
he develops as fast as he finds'it? ! i
Admiral RIckover,, I did’s, know untll thls mornmg there was any d1f.ﬁcu1‘

keep patents" o
Admiral Rioxoves. I have hedrd there are cases 1n other ﬁelds, but to (the
of my knowledge, when one attempts to substant;ate those cases, théy, seem 1o’
evaporate. In faet our problem In the atomic energy field s we have too many.
contractoryg who want to da work under our patent condltl ,ns “and not the other}
way around. : ' ’
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Senator Lowe So, ag far ag you are concerned, you have.no knowledge. of any
dnﬁeulty in’ persuading” contractors'to do the work for you. -

Admiral Ricrover. No, sir. I have difficulty keeping contractors away who
are.trying to persuade me to give them more worlk. " ¢ .

Senator Lowda, Do you have any questions, Ben? :.. :

"My, Gonnow, Senator, Ihavea questmn .but I think that you covered 11: already
Biit-this; ‘perhaps, looks at it in a' more ‘Zeneral way and I Wonder if I eould
ask itt ‘"We have:réceived eomplamts that the policy of giving away patent
monopolies to contractors hag a tendency of hampering the 'dissemination of new
scientificand technical knowledge, at'least until: it can be patefited oi- exploited.
What do you think of this? Does the AT policy prevent this kind of a situation.

° Admiral RIokoveR. Thereisa ‘definite pOSSlblllty that such & policy can hamper
digsemination of selentific and engineering information, The present ARC and
NASA pohmes tend to encourage rapid-dissemination’ ef information, Thig is of
great help in ‘developing a new technology. - Mind you; we are talking about new
te¢hnology which it is inchmbent on us to-develop as rapidly as possible from a
natlonal starnidpoint. We are not discussing the patent situation per se. You and
I are not'now talking about deing away with our patent system. We are merely
digcussing -whether the Goverhment owhng the patents it has paid for We are
only talking about a particular aspect of the patent préblem:

Senator Long. Do you have knowledge of any ecompanies who. talke the att1tude
that they are not interested.in domg Work for the Government unless they can
keep private patent nghts?

Admiral RIcKOVER 1 personally’ have néver heard of - any, sir, ' There'; may be
gofne,-but I haveiiever encountered one: If a company attempted to'do business
with me that way I'd go elsewhere without a moment’s delay. . If ‘we have to
depencl on_any one company in the United States to do Government work we
gre in a pretty bad way. We had better see to if, without delay, there is ‘an-
other 7+ Thig s‘sue $We' dre discnssmg a#lso’ touches on the problem of national
mterest Vereus’group iititerest, * 1 believe too much’ of group interest obtains in
the Un1ted Stateg. At this critical tirme in our nationallife we should not permit’
any group interest. to predominate over the national interest.: Because if -our
country is not strong, neither will any of the groups m our country be strong.
'I'hesr all derive their strength from our Nation,

“Renator LoNG.’ “Thank you wery mueh"'AdmuaI Rmkover You are always

: irank and you give- us your bestadvice, ! & S

+Admiral Ric VER Typleal of the a,rguments a,dvanced by those
Who advocate” the' give-awiy’ of Government—ﬁnanced inventions are
remarks recently made by ‘a-vice president in ‘charge of research of
“the Minnesota Mining & Manufactuiing Co. He sald that we are
presently in g technoloorma,l race with Russia in which’ ‘we'are lagging
behind 1’ two maji areas—space and atomlc energy To' quote hlm
verbally

idence,. 1. ‘beheve, that these are the only two areas thus
far Where there he been Gdvernment intérférence with the normal functioning
of ‘a- patent ‘system: ' Thig’ clearly’ 1nd1cates ‘to-me that Government eontrol of
patents has:already redticed incentivé'to o pomt whetre thls country s dommant
posmon ag a-world power is i jeopardy. ' : ; i
I am glad Senator Andérson is here to answer thls 1rrespon51ble
-accusation,” “He'has been & member of the Joint Committee on Atomic
Energy sinée its’ 1ncept10n. ‘He has also served ag the chairman of -
that eommittes for geveral years., T belisve the. Umted States leads
all othérs in''atomie energy, and that this leadership is due in'large
measure to his'wisdom. - Would, it be appropriate; Mr, Chairman, for
me to request you to'ask the Senator if he cares to make any comment2
I£ the vice president of Minnesota’ Mlnmg & Manufacturmg is right
in his élaim that the AEC patent policy is responsible for our belng
allegedly behind Russia in' the atomic energy field; then I think Sena-
tor Anderson is largely responsﬂole f6r ‘our ]osmg our donuna.nt
“position. Y
7494 5-—f1——28
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Sena,tor MCCLELLAN Senator Anderson, do you WlSh to comment? o

:Senator ANDERgON. Yes.

I do want to say to youy: Mr Chalrman that T was glad to come;
here because I thinlk Adxnlral Rickover has made a tremendous éontri-
bution to this country, and no small part of what he has accomplished
has been due to the patent situation that this man. complalne a.bout

- Would I bé permitted 2.or.3 minutes?:. ;

Senator McCrrrrax. Ceértainly, Senetor Go rwht ahead _

Senator Anpersox. When the first work was' done at Areo under
Admlrftl Rickover’s direction looking toward the. development- of 4.
good reactor, when it was developed suiﬁelently far enough Admiral
Rickover -told the Joint Committee that he:could: build an -atomic
submarine. Ie was, of course, eriticized by some of his assoeiates in
the Navy. . Nobody Would be foolish enough to try to.trust the lives

of seamen in an atomic. submarine. ..But he came to the. Joint Com-. -

mittee. and kept pleading his :case,: and under the then leadership of
Brién McMahon, Senatox Hickenlooper. and others, My, Cole’ a,ndlil

Holifield and Mr. Van Zandt, they believed him, - and I, went along
_ with them because they had had great experience In ‘thisfield. :

- He showed us a-model one day that didn’t look as if:it-wag p0531b1e, T
but it. was poss1b]e And 2 nuelear-propelled suhmarlne Was: con-

sstructed. ' :

That is the only field, up to diity -111 which ‘we know ate ahead:
of the Russians. - We do know-that in the field of-rruclear-propelled,
submarines we are subetantlally ahead of them. Wewould havestayed
there, T think, if we hadn’t made an exchange of plans with the. British
in exchange for certain information they supplied.us.. :

The J omt Committee unanimonsly. asked the people in charge not
to make the transfer of plans to the British' because: we were afraid
that their security was not as good as ours and might fall in the hands
of the Russians. "That, I assume, has happened because there has been
a_theft of plans, and people know that the: only persons mterested in
stealing thent mlo‘ht be the Russians: . . . : :

But we were 'Lhead and far ahead in that ﬁeld ‘

‘Now there.was a_byproduct .to that that oup:ht to be of interest
to American industry. ~The submarine that Admiral Rickover built
worked. Not only does it work but the subsequent models like the
Skipjack work and work fantastically better, I think Senator Pastore
Would tell you, than the original Neutitus. The Nautilus. was a little
clumsy compered to these attack _submarmes that: they. have which
just_operate like a sports ear. difference- between dmvmg a -
truck and a sportscar withthe ‘ . .

- But, as a result of that, thé American peopls. who Were mterested
n development of. ut111t1es became attracted. .In the eastérn part.of
the country, under the leadership of Mr. Webster, the Yankee plant
has been constructed. The admiral can tell you more than I can tell
you abont the design, but T believe it is'safe to say that it follows
exactly the design of the Shippingport. ¢ construction..

o Admiral RICKOVEP The. reacters that industry. has built and -i8
building to a great extent are based. on the technology which was de-
- veloped by my project. and oth overnment prOJeets, pro]ects tha,t ,
were. paid for by the Governme S . .
Senabor ANDERSON Yes.
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We ‘went. along and. bullt the Shlppmgport plant 'whlch isvery ex-
pensive. It costs lots’of money ‘to maintain becatis¢ it ‘is doing’the
research work:for the private companies, and when:they built a plant
as Mr. Webster did I don’t beheve we charged them a.nythlng for the
patent rightg, - - :

- Admiral: RIOKOVER. No, sir: T

Senator Awperson. It is open to the pubhc S R

* Furthermore, when Willis Gale of Commonwealth Echson in- Ohl-
cago got ready "to build a plantz he debated 4 long time and tallked to
" me on the telephone and said, “I don’t think I ought to-do it, but L
am tempted to.” And I helped tempt him 3 little bit, and they buﬂt

 a,very fine plant in Chicago, the Dresden plant.:

The. technology of the Dresden plant-1s a direct successor of the
technolocry of the first reactors at Arco, the Nautilus plant, the Ship-

- pingport plant and the:great line that has followed along-in - these

other plants, and I think no small part of our extremely good suc-
cess in: certa,m types of ventures:is:due to the® ‘fact that we have had
this policy of the Government owning’ what ‘it pald to develop and
miaking it available fully to every manufactureér. .

Senator Pastore knows better than anybody;. We had E long dlS—
cussion with the Ttalians, the French, the Belgians and otbers about:
entering an organization such as EURATOM. EURATOM was go-:
ing to-build some powerplarts,-and we were: called upon to make

© some guarantees as to the life of certain.cores. - The thing looked as -

it it ws.s going to cost a great deal of money to the United States, but:
it won’t because, by the time they gét ready to build, there will have

been enough work done at Shippingport: by the expendlture of Gov-

ernment money so that the prlvate companiés who-were going to test

these cores, either General Electric, Westmghouse or Allls-Ohalmers

whoever may build them, will know what to!do. - :
And T just want to'say I, was somewhat, I hops, helpful in seemg to

it that there was written into. the Space Act ‘the same general guar:: o

antes that we had in the. Atomic Energy ‘Act, namely, that when, {he.
(3overnment spends billions of dollars.out of its Treagury;the. T)ja,t,en‘ts.‘
belong to all of the pe 1ple of the country, freely to be use;ﬂl by any-
body without.any- royalties. paid to anybody, and that, -tl'
-worked very well indeed. .. . :

I don’t know where thls man from thls company gotiu e theory that‘
the,se programs . were in such bad shape..- The Brlth‘f"h are trimming
down their plan substantially because they: have hagi somie difficuliies.
and they :[’ound the power reactors aren’t .as chealp‘.as"‘they thought
they wére going to be. . We evep have. mfor;matlo 1 that the Russians
have somewhat changed {their. power. reactor Program,. that thiey: are.
attracted a little bit to'the use of the midstr ean;a Whmh we have found:
. -advantageous, ‘and I know that there has beg een a substantlal c,hancre
in their programs and the British prograxn§ ‘

I think the British will eventuallj;r go to the gas cooled type of re-
actor that will ?fork very well, but, sg Mﬁ;? We. .

" "All of thege have their ancestry ag in the work the Go

dld and I didn’ ].I].’.I.OW that Admll‘ﬁ"’i R]_ckovel Was g()lng tgeigﬁllegg
e as the culprit, but T 'am ]%a,d t0" be the. culprit. becanse we in - the
J 0113111:3 Cnglltme on Atomlc n&rg:y felt that a fine’ ]Ob has been: done
in this fie
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. I know that. the Space, Committee had to: take it on faithybut I'be-
lieve before they. get. through' the Space Committee:will recognize.it
as ,g;tr_emeﬂvalu&b,lew sty e iy b D s
... Senator Loxe. May I just ask a question at thispoint. Would the
experiences of the Manhattan project tend to support your argument,
. or support the argument of the gentleman from Minnesota;Mining &
Manufacturing Co. T e Bt SRS EE e S R R
- Admiral Ricroyer..I think it:is not only the Manhattan project,
but what we have done since and what we.are doing now.- I think it is
all Government regearch. .. X{ it is looked after and followed: through
properly, it would support. the argument that when the Government
spends billions of dollars belonging to all the people of the country for
resegreh the results sliould be made available to all U:S. industry, re-
search companies, universities, and individuals: S TR
... The . reason I mentioned the statement. of this industry official is to
show the absurd-extremes'to which some people are gomng to defend
their right to our patents paid for by thetaxpayers. It is-generally
recognized that the United States:is the leader in the atomic energy
field. But this man, who apparently knows nothing about the whole
matter, makes public statements claiming that-we are behind in‘atomic -
energy and in space because of the patent law. - © S

- Senator Liowa:: I wonder if he 1s' one of these Department of De~
fense:contractors who has some connection with this outer space deal.
¥t is-only on:military contracts which do have these private patent
rights that we have, so far; suffered our grestest scientific defeats. =
- Admiiral Rrcrover. Yes,sir:: He doesn’t know too'much about what
he-ig talking about inthe space:program, either. 'You car’t ‘blame
our: position. in space today on: patents or any cther single’ cause or
person; - There:are many déeper -reasons that-underlis our: present
position in space. Certainly if we had started’m ‘space it the same

~ time that we started in atomic ehergy and if we had had the vigorous

voadership of sueh'men ag Brien'McMahon and Sénator Anderson and’
othews; we ‘wouldn’t: be in‘this fix.. We were: years behind in space
science-and technology sctivities when the National Aeronautics and -
Space - Act: of 1958 was'enacted,” Furthermore, we have tended. to.
underestimatie; nd we lack the-ability to evaluate, the past'and pres-
ent potential of our competitor in the space race. There1s dlso the fact -
that American Pidustry is geared to mass production and 1s not used
to producing custom-made items where far greater precision dnd ac-

curacy is necessaryt—as in the missile and atomic flelds.” ©

Tt 18 all too easy to look at everything in terms of one’s own particu-
lar interest. Arguments blaming Governmeént patent policy for real
or alleged delays in afomic énergy and space developments have no
basis in fact, but they i2Te constantly reiterated in.speeches made by
advocates of patent givedways. Perhaps I took unfair advantage of
Senator Anderson by sprifiging this on him here but I did want to
rigil down this ridiculous sccusation by this official of Minnescta
Mining right here and now.  T$ is typical of many things that are be-
ing said against ARC and NASA patent policy. This commitiee
does not often get 4 chance to get i instant refutation such as:the one
just given by génator,Amde_rson._ I appreciate. this very much, sir. .

Senator A¥persox. Well, T would like to add just one more thing,
.Senator McClellan. - :
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' Whatever has happenad ‘in space; &1 ‘the’ lag that we Ay have ‘de-
veloped took- place a number of yeats ago ‘We have beeni makmg
great strides in the last couple of years.: "And in’those last 2 years 1t
is'the only time that this prohibition of patents Has been 'in the law.
Previously space development was entirely in the genera] fisld of the
Defense’ Establishment where they had no statutory rule whatever
on. pa,tents and ‘that, is how badly off this man—T didn’t catch’ Who it
was; you said: Mlnnesota Mining--is bécause it has only Beén in the
last 2 years; only since we wrote the spacé’ ‘bill that the pa,tent pro-
vision has applied to space activities of’ NASA as T recall it. And
during those 2 years I think we have made extremely fine progress
and have some possibility of catching up with our adversaties a little
b1t in that field.- It'is going to take time, “We have a Jong way to

- But if ever there was proof of the patent situation, that cught to
be it. And on atomic energy, as I say, in the field where they turned
atomic energy loose, we developed faster than other parts of the World
and we realize niow. how much faster. , . '

Senator McCrernan, Thank you, * ' ' '

T wanted to let the record show that 1mmed1ately preoedmg Senator
Andersons comments, Senator Wiley, a member of the committee,
and Senator Engle had « come in the room, ‘and the remarks T made at
the opening, in my opening statement, welcoming members of the
Senate who are not members of the commlttee, apply to them and all
. Others ‘whomay come in. We appremate having you : .

. All'right, now, Admiral. ~ .

"Senator WiLey. Mr. Chairman, ma,y I a,pologlze for bemg' late but
the kind of schedule that we have.got now almost drives a fellow mto
- gome kind of a condltmn Four dlﬂ'erent subcomm1ttees and one
Sena,te and now your commlttee here . :

The pomt I want to get- at;: what were you dlscussmg When I came
in? The practicality of giving to the Government, the patents, ex-
clusive patents whers the ideas evolved as a result of Government.ex-
pendlture of funds? - Tsthat the thing you were talkmg about?

Admiral Ricxover. T had started to, Senator Wiley.. I:have not
yet dlscussed it.. T believe the major subject of discussion this. after-
noon is what patent rights the. Government should:have in. research
and development. for.. Whmh it. pays I had not . gone 1nto tha,t yet
I was about to start, sir. :

Senator WiLEY. We]l dld 1t relate to a.]l patents or patents tha,t you
might say were necessary in: governmenta,l defense? ;. .-

ﬁdmlra,l Ricrover. No, siv, It relates to all patents, because toda,y
you cannot make 4 distinction between inventions. of purely military
value and- mvent;mns that have other uses.:’ Virtually all inventions
have repercussions-beyond their own narrow field.. That is the essen-
tial d1ﬂ%rence in.the patent situation today as against what it was
50 or & hundréd years ago, and especially. as 11: was when the first
patent law was enacted by Congress 1790, e

For example, ‘take Ell Whitney’ s L cotbon: gm Tha,t was-a snnple
device that could stand on- its-own::. You-could identify it easily;:it
had very -little relation:'to a,nythma else:: . That was-generally -the
natire -of - patented -inventions until: about 1870 or 1880, But- ‘you
-cannot - patent-anything.in any field:anywhere today- that doeSn’t have
an immediate and direct: eﬂ?ect oh everything else we do. BREE
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.+The arguments of:the paten®lawyers. disregard this scientific. and
technological fact. . In seeking to ‘prevent.extension: of.the.patent
policy. of the Atomic Energy Commission. Act to.-other agencies; a
favorite argument of theirs 1s that stomic energyis such a narrow and
specialized field that.one.might. conceivably . justify special: patent
rules. for the AEC but this would not apply to other fields in which
agencies make research contracts—nofably NASA- and the Defense
_ Department. .. This: is a fallacious argument. - The impact. on ether
areas of inventions made in the atomic energy field. today is very
broad. For example, nuclear reactors. are used to génerate electrical
power, propel. submarines and surface ships, create medical and in-
dustrial isotopes, explosives.. And I believe this is true of virtually
all inventions made under Government research contracts, whether
they be in space or in public health or in agriculture. This is why,
in my opinion, the whole patent situation should be considered anew.
- I also feel that this subject you are now considering may have a
greater effect on the ultimate strength, welfare; and safety of our
country than many of the other matters to which Congress is devoting
.considerable time, This is so because the patent problem is a basic
issue. If you don’t settle it, if you don’t provide for better incentives
for individual inventors and for rapid outfiow of new technological
information—and that is what the strength of any country depends
upon today—everything else falls. S
T would like to discuss the patent problem from two standpoints. .
First, the specific one; namely, do we have difficulties in the Atomic
Energy. Commission. because. we retain patents? . And why does the
. AEC follow a different policy from the Defense Department? I can
show you that T am able to obtain' equally .advantageous terms for
the Government whether T contract under the Defense Department or
under AEC; in neither case do T presently contract away the title of .
the Government to inventions made with public funds. I should like
to’stress thispoint.” = - 0 o oo s e
~The other point I want to emphasize is that perhaps this is a good -
time to Teéxamine the legal ‘and historical basis-ef patents. - Patent
lawyers-in-general take the position that the patent law as it now
stands is something as constant and fundamental as an 1ith Com-
mandment—a solémn rule handed down by God to Moses on Sinai. -
They sometimes argtie that' unless the patent law remains exactly as
it now standg the American standard of living, otif# free way of life,
frea enterprise, and what have you will erumble. Puies el

I am no patent lawyer but I have taken the trouble; since I was
asked to come here, to more fully familiarize myself with the subject.
It has been my experience that many apparently complex subjects rest
upon ‘simple basic: principles. These can readily be understood by

laymen who will take a little time to investigate the matter;: - =« -
:Experts dre often so concerned with complexities that have mush-
roomed around basic principles that they lose sight of these principles,
50 a layman can contribute something.. He can:contribute a mind
uncluttered with technieal details. - Not infrequently problems that
expert opinion concluded were permanent and insoluble have suddenly
disappeared -when circumstances have shifted or new minds have.
tackled them. ¥ am-of the considered opinion that on this patent issue
a body of shrewdly competent experts have been needlessly confusing -
the relatively simple principles on which the patent law rests.- o
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. Now what we have is a controversy -as to:who.in law owns title to
driveritions madeé. undeér Government: contracts. Going back to the
origin of patents, to the purpose for which they were intended, may
~help clarity the issue. Y beg your indulgence if I speak of matters
| ; £ no doubt, far more

with which maty of the Senators.present are,.

- Patents are a survival of so-called:letters patent which used to be
issued in large numbers during the Middle Ages and through the age
‘of mercantilism. These were open . (hence the word. “patent”) royal
“letters announcing to one and all that the possessor had been given by
the monarch exclusive rights to some gpecified office, privilege, or com-
mercial monopoly. . Originally, the purpose of letters patent granting
Jndustrial or trade monopolies was promotion of a public inter-
est; namely, expansion of the Nation’s industry and trade, of the na-
tional economy. It was then believed that the best, if not the only
way, to induce people to invest large capital sums in new industries
or trading ventures was to guarantee them freedom from competition,
that is, a maonopoly. . - . v T e
It is, of course, characteristic of monopolies that they allow charg-
.ing all the traffic will bear, while under a free competitive enterprise
-system_prices are brought, in.line.with reasonable costs and profits
through the working of the marketplice. - Well-known commercial
monopolies protected by letters patent existed for necessities such. as
the manufacture and sale of salt, vinegar, oil, starch, paper; for prod-
uets requiring special skill such as printing, glassmaking, mirrormak-
ing, and-so forth; for trading ventures such as those of.the monopo-
listic East India companies. = . - - . e
. Though commercial monopolies by letters patent were enormously
beneficial to those who obtained them, it is important to keep in mind
that it was then believed these individual benefits ultimately served a
public interest in that they strengthened the economy of the nmation.
- Intime the public interest was disregarded by monarch who granted
letters patent to court favorites or sold them to the highest bidder
in order to enrich their privy purse. In the reign of James I, Parlia-
ment finally put an-end to the whole system of private monopoelies
and privileges through its Statute of Monopolies of 1624. One'ex-
-ception was reluctantly made, one type of letter patent was allowed
to survive, the patent granted to inventors. For a limited time a.mo-
nopoly under the patent. was allowed:in .order to encourage inventors
to invest their brains, time, and money in research. It was believed
that this was the best, if not the only, way toinduce people to produce
ANVENEIONE. |, .0 Lt e eesn Ll T
- 'Though a patent monopoly is valuable to the inventor, permitting
‘him to-exploit his invention without fear of competition, it was then,
:and still is, believed that these benefits to inventors ultimately serve a
‘public interest in that they promoté economic.erowth through tech-
-nological progress. To further this public purpose government tem-
porarily walls off the ares of knowledge covered by a patented in-
_vention and keeps the public out: it allows the patentee to erect a
‘barrier across one stép in the technological ladder where he may either
levy tribute or bar the way entirvely if he decides to “sit” on his inven-
tlom, oo s e come T
" The 1624 Statute of Monopolies contains the first formulation of
.conditioris required for the granting of a patent and of tl)Ie_Iir’hitatio_n
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in-tire of the monopoly- privilege patents confer.” Qur own'first
patent lav of 1790 incorporated:the same basic formiila, " So'did most
other national patent laws though tliere are variations in emphasis.
‘Thus Frénch Jaw considers the inventér’s right to a pateht ag a
natural right, German law Tegards the patent as a contract between
inventor and society, English law retains something of its earlier
attitude that patents; being monepolies, should be regarded with dis-
favor bythelaw R R e R e i
- Industrial nations have influenced each other’s patent legislation.
Patents are not peculiar to the American way of lifé or otir Tree com-
petitive enterprise system.' American patent practice differs clilefly
‘n that:we are less concernéd to reward inventive genius than some
‘other Western industrial nations who have recently been changing
‘their laws to feturn to the original principle of patent law. of reward-
‘ing individual inventors. - In our ¢ouniry the commern law master-
‘servant- doetrine which- gives the émployer a right to all inventions
dnade by his employees hag been further strengthened by the common
practice in industry to demand an express waiver.-of rights to inven-
‘tions aga condition of employmernt. ' German patentlaw declares such
-contracts null’and void unless the inveéntor retaing some nterest. So. .
have the courts of a numbeér of other contingntal nations, .~
~American patént practice differs, too, in that'we are just abolt the
only Western nation where the Governmient grants patent monopolies
for a mere fee and ‘does 1ot put the patentee under some continuing
‘obligation, either to pay an annual tax on his patént or to:work it
“within:a given period of time—usually 5 years—-on pain of forfeiting
the patent. Also, we permit patents.to remain in force for a longer
‘peried than many other nations—17-years! :The original formila set
down'in the 1624 Monopoly Statute was 14 years.  With knowledge
‘now doubling every' 9 years, it seems unduly long’ to authorize a
‘barrier-on the laddér of technology lasting 17 years during which
‘time no person may use-the invention -without paying tribute to the
‘patent Kolder, oo Lo e R LT
" When defenders of the giveaway patent policy argue that contract-
‘ing firms have a right’to patent inventions made under Government
.contract they demand for themselves a different status than they are
willing to give their own ‘employees and subcontractors. - Mass pro-
‘duction and the virtual disappearance of the mdeperident inventor
‘hiave changed the intended: purpose of the patent law which was to
encouragé ndividual inventiveness. Patents now largely do mot go
to the inventor but to those who émploy him' and provide him with
necessary facilities. By depriving employed inventors of any right
“to the preducts of their inventive braius, industry has precluded it-
gelf from making » valid. claim to inventions paid for by Govern-
ment funds. Once you disregard the claims of talent, know-how, and
personal effort in favor of the claims of monetary investment in re-
‘search, you have to accept the fact that patent rights lodge entirely
in whomever pays for the research that produces inventions. There
‘is no merit in arguments that somehow there should be a different
law between private and public research investment, TR
" (Senator Saltonstall entered the hearing room at this point.) o
~ Senator MoCrrrran. Senator, we have before us two. bills. | One
just outright says that all inventions, patentable inventiohs arising
out of Gfovernment research or contracts where the Government pays
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for the work-to bedone, the-title shall ‘he:in-the: Federal Grovernment.’

. Now:there are those whio:contend that:there:ought to be: modifica-:
tlons, and there-are:some who'thinkithe Governrment gughit to get only-
a, license. to ‘use, a-royalty-free:license to:use and not tltle that the
title-should stay-in:the corporation-that Had the contract: : :

So it is on these measures and a,nother bﬂl by Senator Long that WB?
have been holding thesehearings: = " P

. INow;the contention.ig: made—many contentlons, among others—-lf
the Government hag title to it; 1t doesn’t get d_lstrlbutlon 1t doesn’t get’;
out;and get-applied. .. ..

-Arnother-is that the Government had no rlght to take more than: ‘
]ust a. Hoense to uge it for itself: -It-had no right to commercialize: it:
or. prevent- the' company or the: individual: from ¢commercializing -it:
even to the exclusion of others. :And thefe are various issues like that:

- We have different things happening now:in the-Government. : With:
the Atomic Energy Commission- the Governmient ustially takes title
to everything. In the Defense Department: it doesn’t;.at most it only
takes a.Jicense. - And in other agencles there are; dlfferent pohcles and
practices, .1 :

“The thought, about 1t 13 that ma; be the Govemment should ha,ve &
unlform policy: and that it ought to.be fixed. by Taw. . . ’

- Now that .is. what. we . have-been studying, and; Admlral Rlckover

- here.can refute,as 1. understand it, the contention that if the Govern-

ment takes title.you are not going to get, contractors interested in do-.-

ing your research and so. forth; they Swill: say “Well,that is some in-
centive.to us.. If you take that away. from us, We are. .not. gomg to be

interested.” . N

Now, T thm Admlral Rlckovers experlence refutes ‘that. So we
winted to get him in and get the benefit of his knowledge, the knowl-
edge- he has gained from experience, and his own ideas as to how the.

uities of the Government. should be ta,ken care of a,nd what should
~"Admiral Riciover. . You see I am in a peeuha,r pos1t1on where Iam
respon31ble for contracts both for the Atomic Energy Commission and:
the Defense Depar{:ment at the-same time.. So I see both sides of it.

‘I can tell you very. clearly that I have not had difficulty in getting
centractors.to take Atomic, Energy work:or Department: of Defense
work even though they get no patent rlghts I can get contractors on

Departient of Defense contracts to agree. to the same terms we set.in

the Atomic Energy Commission.: So there is no.problem, . ‘

I'think the pr(ﬁ;{em has been creited. largely by the patent lawyers
themselves. Yiast year, when Senator Long asked me to testify to his
subcommittee, I told hlm 1 didn’t know there Was problem This is

+ why I wasso amazed. '

Now I have heard that the Space Agency has had sorhe dlﬂiculty
with oné or two contractors not being willing to undertake work on
account.of the patent-provision in their act, but T am sure they will
find ‘many others ‘who . will. I have heard also that in at least one
of these instances, the cryogemc gyro contract with General Electric,
the redson was that agencies of the Department; of Defense gave the.
contractor the identical contract without even retaining:a license for
the Government to manufacture and use the. invention-~an outright
gift” of Treasury funds—whereas the Space Agency is requlred by,

74945—61—i
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the patent.provision in-its act that even where it waives:title to ‘the:
patented-invention it must retain & license for the Government’s use,
and the use by any ally of the United States under-treaty agreement.:
Furthermore, if we-get into .a situation-where some:big company:
won’t undertalke work: for the U.S. Govemment except on: zts Oan
terms, then weare in a pretty bad way, ; .
Senator Lowe. Could I ask just.one: questmn@ EE T
* ‘Here is:the. question that you might know’ somethmg about, and :
you perhaps have thought about it. - I -am worried about this.

Tt seems to me that if you have got three services—the Army, Na.vy,:‘ 3

and Air Forceé-—each with a certain amount of jealousy between them,
and.then if each of them lets contracts, let us say, to 50 ‘contractors,.
_ each of them working on a related aspect or perhaps:the same aspect -
of .a problem, why are the Russians getting so' much more thrust in-
their missiles? ' They are up there with 14 tons: “The best we have -
been able to'do is'5. - They had 5 up Wlth Sputnlk II dors years a.go
Why are they getting so much:thrugtd - -
Suppose some fellow comes up: with an 1dea, checks it out and ﬁnds‘f
it will work., Well, it would appear to me that this fe]low would be!
in ‘& position; if he is going to have a patent on'it, to have: controI .
because for 17 years nobody can use that for commercml travel. f
If you can just push yourself up:100- miles and make a- speed of‘,
17,000 miles an hour and'bank your- engires on ‘the’ way.: down, that:
would be ‘the future. meatis of all long distance tra.vel Instead off
traveling at 30,000 feet, you travel 100 miles up. = o
Now, 1t would seém to' me that if a fellow has got the. 1dea, tha,t,_f
it will work, in the public interest he ought to say “Tell everybodv,”
and all scientists then mnove. forward to the next frontier of knowledge
together. - But it wonld seem to me if he has got this thing; the idea’
could result in a fantastically valuable patent. ' He would say, “For’
Pete’s sake, don’t let Lockheed know about this:" Don’t tell a.soul.’
Keep it a, secret until we are in a position to file out patent a,pphcaa"
© tioh.”” And that, it seems to ‘me, creates a Tower 'of Babel in your
DOD research program because each fellow hag an ak to grind, has’
a personal advantage in not communicating to his neighbor. - T
- Admiral Rickover, Senator Long, you will notice in this merning’s
paper that the Secretary of Defense has insisted on seeing the research’
reports ‘each individual service gets, because he found out that the
Army, Navy, and Air Force were spendmg money and getting results.
that they wouldrn’t show to eachiothér:. So he now wants to- check’
for himself. - This is the sort of thing I am advocating. . :
All of you, of course, are familiar Wlth the interniecine warfare tha.tf
goes ‘on inside the Department of Defense. We aré fighting among’
ourselves right in the Pentagon with more energy than we are fight-
ing our potential enemies. This goes on all over the coum;ry—m_r
government, in industry, snd by atent lawyers, too. : :
It seems to me we have two big problems: First, how to increase
incentives for employed inventors who.get no beneﬁt whatever out of
- the patent system as 1t has evolved; second, how to improve dissemina-
tion of inventions so there won’t be needless time-consuming and expen- .
sive duplication of effort. Tnereased inventive activity and better dis-’
semination of knowledge about inventions are key factors in strength-
ening the economy and herice:the:international stature of the Umted- :
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States, so'wé cannot be indifferent to what our chief competitor is

doing.- The Russiang are presently” doing better- than we on both
counts. I would like to mention this hers.  * B s
. ‘Someone remarked it is political suicide to suggest that the United
States might learn something from another country, particularly from
a country whose economic and political system ‘we abhor. “To suggest
- that there are areas where We aré not superior to everyone élse’in the ™
world has come to be regarded as-alniost a form of treason. - But weare
presently living in a period of extreme danger to our own ‘country and
to the free world. * This is not the time to worry about personal disad-
vantage that might result from speaking about unpleasant‘truths. T
hope I'don’t have to waste time explaining here how utterly distaste-
ful Communist theory and practice is to mebefore T proceed to report
that nevertheless the Russians have & pretty effective system to stimu-
late and utilize the inventive genius of .their people. Strangely
enough, it is a system that would not basically run counter to our own

free competitive enterprise system. = - . . 0 L

‘First, as to rewarding individual inventiveness. It is possible to ob-
tain a patent in Russia... They have a patent system... But few people
apply for patents since there 1s an alternative, much simpler, and also
more advantageous system whereby the individual inventor can obtain
a monetary reward for his invention, their system of “certificates of
authorship.” Anybody with a new idea can file for a .certificate of
authorship at nocost to himself.” This entitles him to a monetary re-
ward depending largely on how much saving is made in industry by
using the certified invention or idea. By Russian standards, the
monetary reward is sabstantial, certainly substantial encugh to stimu-
late inventiveness, Last year they had 60,000 applications; 60,000 ap-
plications by individuals. That year we had 80,000 patent applica-
tions, 70 percent, of them assigned to corporations, not to individuals.
It seems to me that this shows their system is advantageous o the indi-
dual inventor. Other satellite countries, such as Bulgaria and Ru-
mania, have similar incentives directad at the individual inventor. - -
.. Ag for Russia, aboug half the applications for cértificates of author-
ship are normally granted, 90 percent of them within a year. Russian
law requires processing of these certificates within 6 months, but this
they have not yet been able to accomplish. But they do process patents
much more quickly than we in this country. . We, too, validate roughly
half the applications for patents, but it.takes about 41 months to.do
so and -of course it is done at the expense of the applicant. The Rus-
sians employ about as many persons to process.certificates as -we do
in our Patent Office to process patent applications. - It looks as if in a
short time their certificates will Just.about equal our patents in number;

Patenting an idea benefits the country because it involves an avail- .
able printed disclosure; the quicker a country gets the inventor to
disclose, the speedier will be the country’s technological progress.
The Commissioner of patents says one reason for delay here is that
companies _apgllymg for patents are often loath to have them
processed rapidly, . . - o oo e
. Senator Lowe. Why would they be loath to have the patents
processed®. .. . . L P
Admiral Riogover, I will tell you why, -~ - S
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- If-a man.hag g lot of capital invested in a particular way of doing-
business and has :grabbed;iol_d- of an: invention. that would male. all
this obsolete, though 1t would, in.the end make for greater efficiency,
he might:well’ prefer: to sit. on .the invention rather than utilize it,
* delaying patent processing.so -as. to give.out as little information. as
possible. . There are numerous. cases where. there is inadequate dis-
closiire or, no real disclosure at all; where & company, decides that;
“now. I have this new.device; I can use this know-how, but it 18 more
advantageous if I just keep it to myself as long as possible.”  Now.
this is:a viewpoint strictly limited to consideration of what most,
benefits the company itself.. Multiplied, it-will keep our countty from
benefiting from the inventiveness of our people. . And while companies
l}us'.'afré.bbusi_ly':{en'g_age_d_;fi}’i’ looking out, for maximum profits, tech-

nological progress may. be artificially halted, The information is
bottled up for 8 to 4 years during the period of application. There-
after, even though the information is available, tiibute must be paid
to use it, of course. In‘the meantime, the country that. is our chief
competitor speeds: technological progress by promptly, disseminating
. and utilizing all usefil newideas. ..~ T oo

.. We always talk of patents as if all they did was stimulate inven-

tiveness. Yet the patent law as it now stands may. permit artificial
suppression of the friiits of native inventive genius. This is a serious
matter when you consider that Russia bends every effort both to
stimiulate their people to invent by rewarding the individual inventor,
and t6 make the quickest and most complete use of all inventioris.
Owners of certificates of duthorship in” Russia, if they are called in
to aid in the development of their inventions, have all their expenses

and salaries paid. Of courss, there are no patent atforfieys,

 Now the second, probléni” we have is.to Improve dissemination of
information concerning new ideds and inventiong. One of the basic
reasons why governments of countries. with a free competitive enter-
prise systém are willing to set up and protect temporary patent mo-
n‘l(‘itPOIiESs.i_ﬁ.t:ha;t in return for the grant of the monopoly a paténtee must
fully disclose his invertion. It is immensely important that what
has already been invented be known so that there will be no needless
duplication of effort. . Scientists and eéngineers must have easy and
prompt access to such information. Most of them work in narrow'
'gél‘ds"and;cannot possibly be familiar with all pertinent developments

affecting their work unless positive steps are taken to bring these to
their notice, Last ‘April the staff of a ‘Senaté Subcommittee on
Government Operations found our efforts to coordindte and make
available information on research quite inddegnate.” Of covrse; the
job is terrific. There are now more than 160,000 tasks being per-
formed in ‘the physical  sciences alone, in- about’ 9,000  vesearch’
ingtallatiofis, < 1T T R e R T
The staff réport states that today there exists niot even 4 ¢omplete

inventory of %?ié . Governmernit’s own research and‘development pro-
%‘gam; still less of course of total mational research. ‘On the other
vand, the Russians have an excellent system of collecting, transiating;

tabulating, and distributing technical information from all over the

world. - ATl'of this goes automatically to all scientists who might find
this information helpful in their own researches. Our Office of
Technical Services of the Department of Commerce performs a simi-
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O lEr :Eunctlon, bt I 46 not believe it is ms "ng< anywher' -llke as mu h

‘Operating  from: the very Highest level of Governme_n "they heve
crea,ted 2'State Committes To Coordinate Research and an All Union
Thistitute of ‘Scientific and’ Technical Informationito collect and: dis-
tribute informition and know-how, to: ple‘vent duplieation, and: 7
speed the: introduction of new: teclmology »Orie responsibility of:these
agencies 15 to encourage everyone todevelop newideas. - To encourage
individuals, mind- you, sir; not industrial ‘organismsbut individuals.
Another responsibility is ‘Lo et up thromrhout the country ‘additienal
centers of mformetmn-_they now hawe 100 sueh centers—-eech maklng
1nformet10n available::

I our own country thisve is- really only one pleoe Where mformatmn
eonta,lned in- patent disclosures is readily available-—that is right Lere
in ‘Washington: - There are a number of patent libraries in‘other parts
of the country but the information is mot:so arranged as'to make it
readily possible for gvery individnal to-find out what is:goiiig ot n

-the whole field: of new:nventionsi “The patentcopies that he ‘nigy
congult are not broker-down by’ their:classificatiotis “or: ‘systen: - If _
they were, and if other necessary tools' were made available we' coiild
progress much faster into new areas of knowledge The cost ‘of setting
up information ceriters would be more tha,n repald by the adv*tnteges
researchers would-derive from them, : .

~For years ‘we ‘have': underestlmeted Russ1an teehnologlcal eehleve-

.ments and, in‘particular, the thrustiof their forward movement.  Ong
TeasoN” eertemly has been that we lack:a eentral information agency.
that - qulekly makes - public ‘what is publlshed i Russian technical
l1terature “This literature can be found: in'gome libraries and bought
in some bhookstores but not everyone, especlelly otir ‘working: engineers
and scientists have easy access+to:it: Tt ‘also takes a lot of time to

- locate the relevant material. Much of it'hag’ not beeri translited and,

since Teading knowledge of Russian s not, Wlde—spr'ead will therefore

escape notice. This would ‘be’ nothing tndemocratic in’ setting up'a
center to eollect end translate Russmn—end other fore1gn—te€hnleel
pubhcatlons ‘ :

“To’ underestlmate £ otentml edversery is da,ngerous Knowmg
What he-doss™is immensely important, ' "Wé' éould niot: spend publie
mohéy for a better: ‘purpose than to set=up ‘an agency in“thig country.
which would do for Amerloan mvento 8 Whet the Russm forin
tlon center does for theirs, : o T
*'So:far weé have talked’ about ownership to mventlons mids’ W1th
Government fyinds from s purely legal viewpoint: Tt'is nnportant to
brifig out that when Government takes title to ubl1ely finaticed inven:
tions it follows: Pprecisely in the ‘footsteps pf 1ngust.ry 3 it ‘doss no more
than claini the same right that industry clainis under exiSting patent
law. But thers s an additional reason—to’' niy mind-a far wmore im-
portant  reasoni-~why-‘such ‘inventions should ‘belorg ‘to the Governs
ment. At best patent disclosured’are notequivalent to the’ ‘Govetn=
ment’s practice’of 'throwing new invéntions into the’ public/ dornem’
The-country 1§ strehgthéned far more'in’ thi: present technplogic y
with the totaliterians When new ideas and inventions' become public
property thian when they are petented - Thig'is becaiige the deas,
when they contain besm dlst:ovemes, aie ‘not rierely useful in’ them-
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selves, opening new opportunities for business, but are.even more use:
ful as stepping stones to further technological progress..

... When they are in the public domain anyone with.an inventive mind
can build still more inventions upon those already made; but when in-
ventions are patented they are walled in by the patent monopoly, and
the vitally important. decision whether they may or may not be used
as stepping stones remaing for 17 years within the discretion of the
companies whose commercial interest may well make it preferable for
them to keep these tdeas under wraps. ‘The advantage of vesting title
to publicly financed. inventions in the Government can be clearly. seen
in the atomic energy field.. ... - . - S I R T

The Atomic Energy Act requires the Atomic:Energy Commission
to make all information developed under AEC contracts immediately
.av_a_i.ila;bl_e‘toj the: public.:: We follow through on this. . We go-to great
pains to carry out this mandate, ‘We see to it that every new discovery
and invention becomes at oncepart of knowledge in the public domain.
‘There are none of the delays caused by processing patents and of course
the- disclosure. is complete as well as prompt. - In atomic énergy, I
think, we.do-as well as the Russians insofar as distributing informa-
tion about new ideag and inventions is concerned. But in-other fields I
Fear the Russians have the advantage of us. - N
. Senator Lowe. Admiral Rickover, the fact that our law provides
that the man who is entitled to the patent right, is the first one with the
idea rather than the first one to make the application supports this
program of these fellows holding out new ideas and new processes;
something that they might subsequently get a patent- on, doesn’t it?%

Adimiral Ricgover. Yes, sir.. I would like to develop this point. T
hope you will interrupt. me at any time. I think you can see I feel

_ very strongly on this subject. . - Bt AN L ‘

g&;nato-r Pagrore. Could.I ask a'question at this point? .

- Admiral RIcEOVER. Yes, ST, + - - . G 5L e Ll e
. Senator PasTore.. Would yon make a distinction between a contract
that is competitive and one thatiseost-plus? ... ...~~~ . =
_Admiral Rrcxover. Are. you.talking about research and develop-
ment, or are you talking-about procurement of material, sir? . .
. Senator Pastore.  Well, on either one, depending. on the type of
contract. . I mean where you throw out.a contract on a competitive bid,
you might have some competition which might Involve certain rights
that might, evolve to the competing contractor if he were to compete
with all of his adversaries, But where you have a cost-plus research
program. I don’t see that-there is any question at all but it all should
belong to the Government. . That. is the way. it is done in.the AEC.
I mean you hayve given that as an example, but. most -of -our contracts
in AEC have been cost-plus. . I.mean, to me,:you.wouldn’t have an
argument on principle at all. . It -would belong to the Government.. .
_idmiral, Riceover. Senator Pastore, I actually make some research
and. development contracts on a fixed price basis. - I manage to do this
in some cases because I give the companies a sum of money which they
think is large at the time, but it actually works out that it is cheaper
for the Government as-it, forces the contractors to put good. people on

the job and do the best he can,

. Senator Pasrore. That is tr ge, and in thdi_: particular case I see no

harm in the Government owning outright—— " 1
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- Admiral RIGKOVER Buit we are talkmg about vesearch and develop-
ment and normally you don’t make research and developmeént con-
tracts on a competitive basis.* They are norimally cost-plus fixed fees.

:Senator Pagrore. That is what T said. - It 'makes a difference, a big
dlﬂ'erence Anyone who undertakes an obligation with the U, S, Gov-
ernment and ig being paid his cost plus a profit has no right to com-
;plain that the invention belongs tothe Government: because he stands
no chance of losing anything. “He is'not gambling’ on anything. "

= Admirak Riewoveg:- Welly tl iy ‘companies  deal with inventors
a,mono- their employees.is to have them sigh awdy their patent Tights
45 a condition of: employment. “If you want to work for 4 company
you have to agree to their rules; thatis all right. But wheti'the Gov-
ernment makes a research and development contract with'the same
company, the company claims that now-everything is different. "When
these companies make contracts for R. & D. using their own fiinds,
they insist on having complete rights to- everythmg that is developed,
Jjust as they do with their own employees: - Yot when they themselves
-are being:employed: by the Government, they say that is- ‘different.
They :say the: Government: can’t do What the companies doj that it
- must let them have title to inventions. This is the 1ssue we are talkmg
. about. The companies want a double standard.

Senator Pasrore. Well, Why heven’t you hed any dlﬂicultyg You

L sa,y you haven’t.

. Admiral Rrorover. For two reasons. - In. the Atomle Enerfry Com-
‘aission: I am “protected by the law. ;. In the Department of Defense I
have been:able to use the AEC pa,tent provisions. .

Senator. Pastore. I realize that, but the point- I am gettlng at here
s that are we suffering from the lack of law. or from a lack of good
administration? - .

Admiral Ricxover. The Wa,y the Department of Defense handles
patents was.all right as long as they were dealing with items that had
already been developed.by.industry and. merely needed some small
adaptation to make thiem stiitable:for military-use. This was true of
virtually all Government contracts with  industey up to World War’
T and of a Jot of them even through World War IT.. The De artment
of Defetise contracted for already- -existing items néeding only minor
- changes. Under those circumstances it-was just.and legally correct
that companies supplying these items should. rétain. commereml rights.
No major research at Government expense was mvolved in- the con-
tract. .

“But patent pohcles Whlch Wele rlght at. that tlme are Wrong today
: beca.use now the Defense. Depa,rtment contracts for wholly new devices,
things that don’t yet exist. - ‘major part of all the research and de-
vélopment in the United Statés is now paid by public funds awarded
by. the Defense Department to contracting firms. Inventions made

‘with these public funds obviously. ‘belong to.the American people.
“Yet the Department just hands them over to the contractors.

We are having all this agitation in favor of changing the Space
Agency patent policy to conform to that of the Defense Department
Because the Space Agency. now dispenses huge public funds.. As I
said, the fight is'led by. the patent bar. All the people who fought
-ﬁagmnst the Atomic Energy Cominission patent, policy and against en-

_.actment of the same policy in ‘the Space ‘Act of 1958, are now con-
- centrafing on gettlng the NASA Act: chanaed because they can readily
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vith billions of tax. dollars to.be spent. by -NASA, a.change
pohey would bring much Jucrative business to the pwtent bar,
’ ASTORE. . You.would. certainly have po; trouble with me. on
le -you_ enunciate: I “am with you 100 -perecent. ;; I.-am
1 0, ﬁnd out if you Would Work 1t even in the case:of com-

Compehtlve blds :

genera,l y enter, Where yOu ha.ve 4, completed item. . - :

..Senator Pastore, In. that. particular case Would ou a.llow the con—
ractor to retain the rights.to his invention?. . =
Admiral RICKOVE}R-%O__‘ [ if. he: developed: th ;anentIOIl‘-Wlth lus

m, funds,not if the whole thing.was Government-financed.. 1+ - -

- Mind ;you, sir, we are not arguing here whether or not s man. who
1nvents somethmcr byiinvesting his own: money should have the right
t0. patent this 1nvent1@11 There are a; good -many patents even in the
atomic energy field that have been:grantéd:to peoplewho have spent
‘their oWn money to develop them:... They own these patents.”’ We'are
not..arguing about -that..  We-are .not: arguing sbout ‘taking: patents -
away from a man.who has Spent hlS own money to 1nvent Tha,t 1sn’t
the issue at.all. : g '

Senator SALTONSTALL Mr Chmrman, may R out51der ask a -
guestion? .. , ;

Senator MGCLELLAN Indeed, Sena.tor : _

Senator SavronsTary.: Admiral, 1 there anythmg in the 'di 1net10n_
bemg made:between. o patented article that'is valusble only to some-
thing that the Government wants as opposed to = patented article
that might be: used by: the Grovernment and alse might be used b‘y in--
dustry? - I havein mind, for-instance, something to do with the'power
of thrust up to the moon, or somethmg to do, we will'say, with'a ‘sub-
:marine or something of that/character: ~Could you draw a line? -

i Admiral Ricrover. No, sir, T dén’t-think -you can'driw'a H e any
more becayse you' can” develop hardly - anythmg today Wh h "doe
1mmed1ate1y have application élsewherd, :

Suppose a-company developed over a period of many years  ‘gear
which it used and it was necessary to use this‘gear in'a space vehicle.
The Government couldn’t ‘take the 1'1crht to: that patent It W ‘ldn’t
‘be fair. | Werare ot drguing that at’ all o S

-On the other hand te he - ca 01
Tieen mentioned.: . F

The Raytheon company got 1ts rea,l start durmg the war with® Grov-
ernment research and development contracts. = They . Have publicly
stated that their success is almost entirely due to money invested by
the Giovernment in their research work and that their commercial
business has not been profit le. T believe nearly 100 percent of their
research funds ¢omes from the G'rovex_'nment Yet Raytheon officials
are going about the country making speeches ‘castigating as 1nequ1t-
able the AEC patent policy beceuse it vests" title to Government-
financed inventions in the Government, . So a company almost. Wholly
financed by money “collected from the ‘Ameérican people complains bit-
terly that inventions [under the AEC and NASA Acts belong:to the
people,. saying thisgr itr, of ours Would cease.to be great. unless

gave them : L .

That name has
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1 T-Believe thefe is animportdit difference when contracts beétween
G0ver11ment and industry involve mere adaptatiofi of ex1st1ng iteims
as against when they involve development of ‘wholly new items: - My

posmon is that today' most -Government reséarch and development
© ‘contracts are of a latter Kind.  Ag: fmy ra,te thls is 50 m thomlc ener g%
: space aiid the Defense Depirtrnent..

Suppose the Government wants' to develop a brandnew type of
vehiéle, and- goes to Company Z and this company developsit:and at-
that tlme there a f(:>1g)eals torbe no commercial use for thls new veh1cle
ThlS is'the sort of thing youare talking about. :

‘Senator SavtonsTary:  The duck, for mstance, would be an example

Admiral Ricsover. There are, however, a lot of putentable things
‘i the ‘duck that are now being used in other partsof 1ndustry That
is- the 'point; - You ean no longer meake a distinétion. * That is why
I consider a reexamination of the whole patent system is in ordet,niot
merely of patent rights for Government-financed research. It may
be that our patent systeém-is hurting us.  Other countries have re-
examined their patent systeris and evolved Tiew patent procedures
The Netherlands is the most recent one.

. Tmentioned the Russian case where essentmliy all inventions belong
to the Government. -But they. use what we think.of .as. capitalist
incentives to stimulate their people’s inventiveness.: They do niot-anto-
matically take new ideas from those who conceive them—sds does
industry here; as does. Government too in most cases. -They reward

- the inventor for turning over hisg invention to the Government, They
give him this certificate of author ship that entitles him to monetary
bonuses based on the usefulness of his invention. .With these: fine
capitalist incentives they are rrettlno' 1ncre&smg numbers of 1nvent10ns

. from their people.

We might. well consider whether we ought not, to go. bk to the
original intent of the Constitution and devize some reward for inven-
tors, whether they are Government or industry employees. Actually
a Government, employee is today better off, unless the agency has the
foreign and domestic rights, than an employee of a private firm be-
‘causé he may obtain title rights to foreign patents on his invention
and can take these with him when he leaves his job. But if he i
employed by a company, he has contracted away both domestic and
foreign patent rights and when he leaves his job he will have nothing

ha,tever to show for his inventive work.

The purpose of the patent clause in the Constltutlon was to protect
the individual inventor. Now it is 4 curious thing that so far as I
kmow the orly important law enacted by Hitler that was retained by
West Germany, for a period of years, is his law on patents which
invalidates waiver of patent rights by ‘employees and vests title to
inventions in the man who actually did the inventing—not in the
company that eniploys him. I understand Hitler did this to create

reater material incentives and to make it easier for the individual
mventor. He was about to start a war with all of Europe and did
everything he could to improve German technical ability.  He thought
this could best be done by changing the patent law so that individuals
would get title to their 1nvent10ns You don’t have to a,pprove of

74945615 . .
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Hitler to see that this was.both an- equlteble a,nd 5 practlcally useful
change in patent.Jaw. . -

West Germany has for some yems bemg g1owu1'r at’ a faster r'Lte
under its free competltlve enterprlse system than e have, so their re-
tention of this provision and its modification in 1957 has some interest
for us. They have another interesting provision.. Patentees have to
pay a tax on their patent—this is in: addltlon to the. regular fee for ob-
taining the patent. The tax is relatively small to start oft with, but
after a fow. years it, gets quite onerous so.that a patentes who hes notb
been successfully working . lus. patent—thus: making it . nseful to
society—will.eventually: find it adv1<‘-eb1e to: glve up the patent and let
others have a try-at developing it..

- England has another procedure demgned to stmmlate ut111zet10n of
pntents _Here 13w het the 1959 Encydopedla Bmtannlea sa.ys on. thls
pomt BELo ; -

The ce1ta1n cases the comptrolTer may grant compulsmy 11censes ance the
omgu.al -0bject of the patent laws was:the: establishment of new 1ndustr1es, the
main grounds for the grant of such licenses are that the patented invention is not
being worked within the country to the fullest practxcable extent, or. that the
demand for patented articles is not heing met on reasonable: texms, or is- bemg
met by’ 1mp0rtat10n in place of home manufacture. Other groundy are that the
éxistence 'of the patent monopoly, or the terms imposed on- licensees, unfairly
prejudice the development of commelclal or Industrial activities. .The owner. of
a. patent of later date may also apply for a licerise oni the ground that the earlier
patent preciudes the use of his invention, but in such a case the later patentee
may be' i@(}_hl!‘ed to gwe a cross: hcense (Patents, vol. XVII, D. 376).

“All thise. foreign pa,tent prowsmns rLttempt to plomote productlon
"m the réspective eountrles :

" The Defense Department, patent rules give, the contmctor commer-
cial and foreign patent rights. The compfmy ‘can then manufacture
the patented product developed under . Government research and de-
velopment in a wholly or partially owned forelgn subsidiary and -then
exchisively market it in this country. = Such actions could.create un:
favorable balance-of -payment situations for-us. . Under the ABC pat-
ent, rule -where the Governmetit takes title to such inventions, other
U.8, companies at least can have the opportunity ‘to compete because
they. ean obtain. a license from the Government. Now to get back to
'ove1 all Government research and development contracts,

_Of necessity. tliese Grovernment resedrch and development contmcts
0o to a relatively few industrial glants who have the know-how and
the facilities. Government eontmcte to some extent contribute to the
uridegir eble coricentration -of mdustrml power in’ a small number of
companies, If you.are inferested in helping small and mlddhng busi-
IeES, you, cun’t do it by demanding that the G‘rovernment give them' a
‘lar«r or share of research and’ development econtracts; most of . them
elmp]y could not meet.the necessary standards. But you can help ; small
buisiness and help them immehsely by mekmg certain that title to in-
ventions made with Government money belongs to the Government,
for then these inventions are made pubhe and can be utilized by every:
one, instead of merely by the few la,rge‘compemes who.are already
being. grea.tly favor . obtaini share of R. & D.

“C Senator Lows, T thimk 10 eompames ave got 70° percent of :11 this
research and development money.
Admiral Rroxovir. Somewhat like that, sir.
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" Senator Exors, May I bsk: somethmg@ N :

1 had o small research outﬁt ¢ome in to see me’ last Week They have,
I think, about 65 peo They had a small contract with the Fed-
eral Government to d% some researchand development work which
‘involved about $85,000, and it was only a little- chunk of :their:busi:
‘ness. - 'And they came up with soiriething ‘which might have fitted into
the particular research but which had been developed over their.gen:
eral operation. It had some releva,ney, hovvever to th1s partlcular

. eontract

They disputed thet it was d1reotly mvolved Nevertheless, the Gov-
ernment grabbed it off and asserted a'proprietary right to that ides; -
and it ended up with somé big company producing it.. 8o what this

fellow said ‘to me from Los Angeles was, he said, “We have got to-find
a way to get clédr ini or get clear out beeeuse here we sit with a little
‘old ragtag of a contract, and we bave developed something through
our other resources ‘which- hias ‘some bearmg, but not a’ s1gn1ﬁcant
bearmg, ELl'ld we lose these rights.” - :

He said, “We are going to go'in: Jiead over heels or We are gomg tO
get clear out.” That is what he said to me: :

‘Now that bears on the point you are tel_klng ebout I Would l]ke to
think of some way to help these small outfits out in southern: Cali-
fornia—and we just have them by the dozens out' there—~that are in
this research and development field--many of them on-their own
money; very few of them in the Governiment field—to get-the benefit
of ‘what they develop. = And ‘they are the ones that bring up this type

“of complaint that T have heard, that they lose the proprietary rights
to these ideas, and all of a sudden the research and’ development show
up being produeed by big companies.

“ " Admiral Rickovir, Senator, T would doubt that they’ Would lose
‘anything they had developed on their own. T ain, of course, not
familiar with the details of this particularcase.” @ :
", Senator Exeie. These things'do overlap a good deal
. Admiral Ricrover. Yes, and you could make a policy. You mlght
1n any law you enact giving benefits to small business, include s pro-
vision that gives them special patent rights. “But’ then you ‘will be
up against the dilemma of defining’ smell busmess There are all
sorts of definitions. Onieis500people.: " - SR

What is it 2500 scientists or 500 dltoho'hggers gt

_ This is o dilemma you get into when you start. makm a lew Where
you try to define these things:  In'my opinion, we shou gld mike sure
that ahything that is develo:ped under Governiment contract is im-
mediately made available to the public. I think the cass you: c1ted
is not &' matter of patént policy ‘but rather ‘a bad ‘mistake made b
contracting officer ‘who ‘for some reason ‘or other Wholly d1sregar ed
the small company’s mghts
" "Take ancther exant Thé Post Office: Depertment made & con-
tract with’ Food Magc] 1nery & ‘Chémical Co. to-deévelop a new: “post
;'ofﬁee “The contract prov1ded that-if some other Government sgency
or’ depa.rmnent wanfed to'ude it or any patented 1nvent10ns, they
‘couldn’t. “Tf the Navy Depertment for example;’ wanted ‘to build
the same t Ih e of office using inventions developed wnder this contract,
they would have to make a special contract with Food Machinery or

- with one of their licensees, and pay royalties to them.

el
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You get yourself into a situation like:that. whlch is:‘nonsensical.
This sort of situation shows we certainly ought.to -have a uniform
patent policy in the Government. T always thought the Post, Office
and the Navy and the Air Force were all in the same. Government al-
though'T am beginning to donbt that now. ;. .

The Constitution expressly vests the, duty 01' ma,klntr pa,tent laws
in the Congress, not in the Department. of Defense or any other execu-
tive department. : 1f;you let every agency oxr br anch of the Government
make its own rules you are going fo have a number of different sets
of Federal patentlaws. * Ornce you: set -up. these different rules it gets
progressively: havder- to .establish a.. uniform  principle. because the
dlﬁerent agencies .and their:contractors get a vested interest in the
way ‘things have been: done.. It is easier to go along with these vested
interests than to do a little. thmkmo' about W ha.t are a,ctu‘!,lly the. basm
prineiples underlying patent law...| -

- Also, letting each agency set its own. pohcy lea,ves '[)I‘OtBGLi(}ll of Lhe
public, the ta‘zxpayer, to agency contracting officers who have, no dnect
Tnterest in the matter, A eontractmg oﬁlcer is mostly. interested in
gettmg a particular contract signed and,the. material dehvered He
isn’t interested in seeing: that.some national policy . is ca.rued out. '
Anyway, this shouldn’t be left up-to him.

enator: Love. Let. me ask a question, if 1 m1g11t Mr Chfurmsm,
.that has been going through and:through these hearings.

T have heard a dozen WlbIl&SSBS saY: - this kind of thing to. me when
T have conductéd hearings for small business, and T hE‘u’ them telling .
the Judiciary. Commlttee this. 'We keep hefu'mcr this allegation. that
a-company. must have a. p‘l,tent monopoly in oraer to put -out a new
‘product, that if you don’t give them a patent. monopoly and they are
-golng to have to compete with somebody, that they just won’t develop
and won't.put out a new product: We have challenged the representa-
tives of the National Association of Manufacturer s at least this com-
mittee challenged represent*ttwes of the National Assocmtwn of Man-
ufacturers: - - ¢

I have. cha,llenoed a numbel of u 1tnesses who made that sta,tement
to producea smtvle example, -

- Admiral RICKOVEE.. Yes, Lam famlha,r Wlth that L i

Senator Lowe, They have never produced. any to me. They'madé
themselves look silly trying to hedge around on that issue.

- Do you know:in your. field of fuomm energy responsibility of any

commercml application of something you have for which there would
logically appear to be.a present dmy commelclal market, which is not
being.developed ? . o
‘ Admlru,l RICKOVER. No, sir, T don t knOW of a smcrle mstzmce Tn-
;cldenta,lly, T have heard these statements,. too, but I have never ha,d
them substantiated.
.- I have not.experienced a. single instance Where 2 company has
refused to. take business because of the AEC patent law. T have only
had. one. instance of.a company refusing to- take. business at all, and
this was because 1 insisted. that. they agree not, to divulge. What they
svere doing to. foreign eountrles Thmt 1s the only cage. It~ lmd
nothmg to do W1th p‘ttents
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. Senater Loxg. I have a.different, pomt I think- Fou somewhat Tnis-
‘understaood my question; - What I had particularly in'mind was this:
- Do. you—for:example, suppose you-have sonie: ‘dea for ‘a:superior
battery which: would be-charged. in -an; atomié oven-and pub in’an
automobile.". Do you know. ot any -particular product that:has been
developed under the Atomic Energy Commission contfacts for which
- there would logically-appear to-be a commercial market buti which is
qot being- developed .o put.out to.sell:-to the pubhc o the absenoe ‘of
a patent monopoly ¢ i
~Admiral Rrcxover.: No; sir. I'know: ofn no' such case: I do know that
people are coming around all; the'time-to get mone,y from the Grovem-
.-mentto-doresearch to: develop new ideas; ool
- You-will-remember, 5ir, I told you last: year tha,t I was: sulprlsed
when -you asked me aboiit-this problem Until'you asked me; I didn’t
- know that' any problem existed. :: I-know that TV A and -Agriculture
‘have had - great suecess in: gettlng their inventions: utilized through
nonexclusive royalty free licenses to all. There are maybe 1 in 500
moré ‘inventions: that possibly might: have a commercial market but
are not heing developed due to the absence of exclusive’ commercial
rights. : However, thig may be due to the, mherent. rlsk of ﬁna:ncma a.nd
mtroducmg anymnew market item.: * i
An-my oplmon thig problem:is 1argely fabrlcated in the mmds of
patent 1awyers I have a speclﬁc recommenda,tlon to make Wh1ch
. might solve this problem. ;
I Why doesn’t angress enact & law to pay each of these severa,l thou-
- sand patent: lawyers the-same pay he i5 now:getting incoine tax:free,
and let him retire provided only that he doesn’t geta replzv::ement2 I
thmk that will solve your probleni ina very cheap way: o
~This may: sound: funny, but 1t mlght be the most economlcal Way
to solve the probleri;: S
Senator Pagroke. I take 1t you ar not 4 lawyer
_A.dmlra,l RicKOVER,"Sir -
* Sérator! Pasrore. That-you are Nt a lawyer AL
- Admiral Rickover: ‘Well, T wasn’t’ castlgatmg all Ia,wyers beca,u&.e
' I havea suspicion you'are a lawyer, too, sirl -
Senator Pagrore. No. I quite agree with you, “Admiral.
Admiral Ricmover. Yoiui ‘don’t agree 011" this retuement Don’t
express yourself publicly on that, sir.” - :
Senator Pastore: No. “All of the’ ballyhoo hat T ever heard on
paterits' wis‘at-the time we were ‘considering the 1954 amendnient’ to
the atornic’ enercry law.  Beforé that tiie there was niever, never any
doubt- in 'Lnybo y's mind. “We weré in“agresinent that everything
was secret.’ A} of the contracts were negotiated on al cost-plus basis.
All the inventions that ware dlSOOVeI‘Bd became the exclu ve property
of the T8, Governmient. ' : ~ ‘ %
“Now, for what’ commercmlf Uises they hiave been ‘putito’ T don’t Kiow.
1 know we hiad quite & sqiiabble'in' 1954 when we amended the Taw and
allowed private 1ndustry to cotne ‘ifito’ the ‘field. At ‘that’ time the
academic discussion canie up-about the patent 1 law, but since that time
‘we have had no trouble with it at all and T am very much refreshed
by what you say, that’ thls was all neWs to ou untll this matter came
to; your attention, 7 ERE
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- But 1 quité-ag¥ée that you ought to havea'definite public policy on
tthis, and I don’t think that the problem is as simple as some of us have
been trying to state it is. There is a ‘great deal involved. ‘There are
‘& lot of-problems. This isn’t a simple thing, ' This isn’ a question
.of killing off all the patent lawyers and :solving-it. I'think the prob-
Jem still would be withus, . v 0T e T
- “Admiral Riomover. I-am not so sure you would have so much of a
problem if it wasn’t:fomented.and agitated. They don’t have the same
problem in other countries.: - - I R R
-Senator; Pasrore. They have:a’ different:kind- of economy. :+¥
mentioned Russia. - In Russia everythingbelongs tothe state.: - - -
Admiral Ricrover. Look, we have. a form: of government which is
‘dedicated to the greatest benefit for-the individual, to-preservation of
individual rights. That is what we are all here:for, and we want
to maintain that.: Yet we have stopped benefiting the individual in-
ggmtor and. we are giving. everything to the corporation that employs
.- The Russians; who believe in state monopoly, turn around and bene-
fit the individual.. .. . .. . - S VIR T
- For the last 30 to 40.years,-all the theorists have been arguing that .
you can’t have a viable Communist system, that it won’t work.. . Mean-
while, it; creeps up on us.. The Russians now control half the people
of the world. That is, the Communist. system cantrols about half the
people of the world, They are the: second largest: industrial pgwer.
They -are increasing their: rate of. productivity :at 7 percent; we at
about 3 percent. And we keep on saying that their system is no good -
from.a. production standpeoint.; .. . - o e L
The purpose of the U.S, Government. is-not just to support produc-
tion. The purpose is freedom.- And individual freedom may not al-
ways coincide with maximum production of consumer goods by giant
business or with maximum business. for the patent bar. .. - e
Senator Savronstarr. Admiral, if you are going to protect-and:im-
prove the freedom of the.individual citizeniin the United. States,
which you say and which we-allswant, yoii have got to stimulate: that
freadom by the initiative that cemes from the imagination and in-
centive that is given by the patents.. ©. . .+ e
. Admiral Ricgovee. I am all for that, sir.~. ... - = "0 _
' But when you say that we must stimulate the freedom that patents
wive to imagination.and ‘incentive vou. are actually spesking of -the
individnal inventor. Nothing is really created by a team or by.an or-
ganization. Every new idea comes out of a single human mind. You
£an provide the environment where new ideas best;;ﬁourishfw_hmh
may .be 8 group of people with good inventive minds mutually stimu-
lating each other and. coordinating. their: research findings—-but in .-
the final analysis it is always the individual who creates. . The original
purpose of the patent law was to stimulate. individual inventive crea-
tiveness by means of a temporary monopoly set up and protected by
government during which the inventor would have the sole right to
use and benefit from his own brainchild. .- I am .all for rewarding the
individual inventor. I think he should get a specific reward for com-
ing up with a-useful invention; it should not be considered part of his -
- regular duties and be appropriated automatically by his employer. -
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el -amenot-against the: ides of: rewarding individualsi On the con-
trary, that is really what I am fighting -for.” But: today we have'a
gituation where the individual is not being encouraged to devslop as
‘many ideas as he could.. Patentlaw, as it has evolved, nolonger serves
{ts original purpose as: far as employed inventors are concerned and
they are in the ovérwhelining majority,: Fewer and:fewer pedple are.
-gelf-emnployed now. And under the master-servant: doctrine thie em-
.;p%oyer appropriates all the fruits of the inventive genius of:-his em-
ployees. IR PR O U I N PR B A AR TE A B AL
' 'P< The point I would like to get;back to'is that: over.and.beyond: the
_question whether title to inventions made with.-Grovérnment funds'does
"or -does not vest' in the (Government, we should give:somé thought to
‘the constitutional mandate which is not being fulfilled. - The Constitu-
tion clearly states that the Government’s purpose in granting patents
_should be “to promote the progress of science and useful arts, by se-
curing for limited times to authors and. inventors the exclusive right
‘to their respective writings and discoveries.”. -Present patent policy
does not. accord very well with this purpose. For employed inventors
the master-servant doctrine and the waiver to patent rightsin employ-
ment, contracts havecompletely destroyed this constitutional mandate.
.. Today somewhat more than 70 percent of all patents are assigned to
corporations; yet a corperation obviously doés not invent. These pat-
ents often aren’t even-earned by the:corporation in' the sense that it
specifically paid for and guided research:leading to the patented in--
vention.  The corporation has the right to'grabevery idea the inven-
tive minds of employees may spin even if these are incidental inven-
tions never contemplated or provided for by the corporation. Recently
Life magazine told the story of-an invention that-illustrates my point.
A scientist employed by his company to develop a-gtronger tire cord
experimented with cellulose. e noticed that mixing cellulose with
water produced a jellylike substance. : Because’he had the kind of mind
that could perceive.unexpected ways to utilize a new plienomenon, the
scientist instantly conceived theidea that this mixture might be made
into-a substance that would have allthe characteristics of a-food, yet
no calories. Now he certainly had not been hired to dream up what
Life called a nonfood but, in line with universal practice, the corpora-
tion paid him a dollar and:appropriated his invention. -With millions
of Americans permanently on diets, the company is bound.to make a
nice profit out of this windfall.. The invention has, of course, been
patented. . It seems to me that, this cannot have beenthe intent of the
Constitution when. it authorized Congress to establish temporary pat-

ent-monopolies, - .~ .. o0 SR TR RO

Apart from the question of equity, I beliéve we dry up a-source of
inventiveness when we so completely disregard the right of the indi-
vidual inventor. He will more and more be an employee either of a
corporation: or of government... Technology has now reached a level
where individual tinkerers and mechanical geniuses no.longer come up
with really important. inventions, or only. rarely. More knowledge,
more talent, and more expensive facilities are needed to invent any-
thing important than in the past. The major manpower source of the
kind ‘of inventions that will move us ahead technologically, that -will
strengthen our economy, are the seientists and engineers. Yet, though
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patents 1ssued to them has been steadﬂy gom down W

. Perhaps we ought to think abhout ways to- stlmulate them to be mote
mventlvely active. by devising new. ways to reward them. -We need
effective incentives. .. Nobody .can force a man to invent ory when:-he
has. invented. somethmg, to diselose it to his employer. : It has beén
true that scientists, especially: physicians;: -working for universities or-
.other: rionprofit ihstitutions rarely patented their inventions; for-them
the honor came when they published their findings, in some cases’ the
professional emoluments, prizes, and the like, even the satisfaction of
-having:added to-the :common: fund - of krowledgé provided sufficient
~incentive. The:ease:id rather different when a:seientist sees-his inven-
tion taken over.and patented by his company which sometimes maynot
-aven. permit him to: pubhsh his ﬁndlngs for reasons of thelr own’ and
at théir own:discretion.: o

It certainly must: dlscoura,ge mventlveneqs to see one’s achlevement
bemg blandly: taken :away; perhaps toibeburied: The possibility of
:salary- increasés .or advancement:to higher positions inthe company
seems to. me rather a poor reward and not'likely to prove an effective
incéntive. - The:same- applies to Government employees; although'they
at least- obtain most: of ‘the satisfactiong that spur:industry men to-
engage:in inventive activity.='Also, ve:have had the U.S. Govern:
ment Ineentive Awards Program since 1954 this applies to'Govern-
ment. employees only. We also have section 306 of the NASA Act
of 1958." Section 306 applies not-only to'Government employees but.
could be applied to emplovees of'industry also. ' However, much more
‘along this line should bg done. - Particilarly since new: WaVS to reward
individual inventiveness have been devised by a few'of our companies,
by:other industrial democracies—and, of course, by the totalitarians—
a5 1 pointed out. T think that what a ﬁounslun,g; free enterprise
country such as West Germany has done to bring its patent tawsback
to the original purpese of rowdmg"incentwes For-individual inven-
tors - has ‘some relevance ' for us. 'Statutes and court: decisions of
: Europea.n countrws dlrected to the Sam nd also ha,ve relevance for

us: - = &
(Senator Douglas entered the hearmo 0O, 'at th1s pomt)

- ‘Senator Love.” Admiral Rlckover, Would it hea fair statement that
1f the Government doésitake title to theése Department of Defense in:
ventions:that won’t puti all ‘the: ‘patent lawyers ot of business? “As .
' matter of fact, even the Government prepares patent’ apphcatlons
and files: and- prosecutes ‘them. Maybe the: Govertinient mlght ‘have
to hire more of those boys _But in that; event there would‘ ( Work
for thiem to do." BomaLs

- Admiral RIGKOV]]R No I don’t thmk 11: W111 put them a,lI out ‘of
busmess,' : : frL -

“But: you kitow’ I ha,ve been studvmg the preamble to the Oonqtltu-
tion‘overaiid over aggin after reading a}l these mumbo-jumbo speeches
of the patent la,wyers and L'can’t find anything that says that the Coni-
stitation” was adopted to “protect either “patents or the patent bar.
What it sdys right thers is that-among other purposes for which our
Government was established, it'shonld promote “the general welfare.”
If we apply that test to mvenmons made with the people’s money I
can’t see how you can have any doubts that it will promote the gen-
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eral welfare to have these dlSCOVBI‘lBS promptly dlselosed 80 tha,t they,
can be utilizéd by everyone. - :And; what is more important, that they
become part of knowledge in the pubhe domain from which we:can-
then: proceed to other neW 1nvent1ons Th1s is. how technology ad—
vancesi: L
s In my experlenee, pe0p1e m mdustry Who are’ actually runnmcr thei
_companies-are: not anywhere-near as avid for: this patentistuff ag-are
the patent lawyers:« Thisis so becauss the:thing that: counts today is
know-how, and that i¢ somethiig: you develop within 4 company.
- I could give somebody. the blueprlnts of a’' generator and he stlll
couldn’t malke it propetly: “He would: have to actually’ go into the’
-factory and see how it is- done: That is“what s’ company” gets when'
it takes a Govertimert ‘¢ontract, reg ardless of the pa.tent rlrrhts 1t
gets this all important know-hos ' o
‘T beliéve the patent problen s Wa,y ov rrabed 1 am certa,m that
if you talked to officiale’ of the companies’ who ‘are familiay ‘with it,
and if they gave it sorte thought, they v uldn’t put anywhere near
as much'valueon it as the patent lawyers do. " ,
This ' has been my experience. - When ‘we have had dlﬂiculty m
negotlatlng contracts I always, asl_; ‘qhat they remove the lawyers S
T’ sorry. . T hope—— R

FOf course, T am not referring to present compa,ny T o
“Senator PASTORE Don't; let it bother you. I haven’t 'pra,ctlced lswvrE
in 20 years: “Don’t Jet it ;

- Admiral Rickove
oﬂielals of the company w

 Sotiator Wity Admiral, can T.agk you a question, R

Tt seems to me you made’ pretty cléat what your position is in rela-
tion to -situation No.'1,"where the Goveriiirient puts money into the
contract. In that case you have said in substance, that there shouldn’t'
be a patent g granted except to'the Government.

“Now the other question that T am interestéd in ig this : You spoke
when I was coming in, about ‘the atomic energy which' hag ‘changed’
this world in*which wé a¥e living. Did'T uriderstaiid you to say that.
you felt that the law wag iriadequate to deal with a situstion where a
%f,tent is ‘granted to an individual who develops it, and it is found

at the patént relates to matiers of the Nation’s seeurlty ‘T8 it'your

- fedling’ tﬁat inder present law there is not, sufficient authomty for thei
Government to reserve to itself the use of giick patent? _

Admiral Ricrover. We have that authority now,'s ‘We can take
¢ontrol. 'The law today permits the Government to' use any patented
invention for govérnmental prrposes, subject, however, to the rlght of
the patent owner to sue for compensatmn from the Government Thet
1s Tiot in issie, _

 Seriator Wiriey. That is what I ain asking, v ' '

Becanse we often have had bills before us in Congress to compen—E
sa,te folks whose patents we have taken,

‘Admiral Ricrover. Yes, sir. ‘We use a pitent rlcrht on, eyment of_
reaSOna,ble royalty under section 1498, title 28, Umted tates Code.

Senator Wirry. Well, then’ what is the I'B‘Ll issne here, if we al-
ready have the 1aw that prowdes for the Government to take the %mt-
ent and pay for the taking, if such taking ig for national defense?

E‘When we' could gt to the
ot to domg business pretty fest o
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Admlra,l Ricrover.. Yes, sir;but: why:pay again-for something you
have already paid. :lfor2 A]so we: ﬁrst have to lmow that there is some=
thing to take over. - .. " =

- Take:the . Ramo- Wooldrld@e s1tuat10n Whlch I am sure everybody:
in th1s room is familiar with, Here is a group that acted as.an engi+
neerifig .agent: for: the- Air Force,-and thé Government: spent hillions
of dollars through them, and yet they: .got: commercial . r}g hts toall
patents. the Government paid for developing.:. Ramo-Wooldridge was:
Just o holding outfit, the Government financed the whole thing, S

“The . proﬁts that prlvabe firms make .on Government-financed re-
search: and development contracts are.considerable: Almost.all these;
contracts are.on 2 riskless, cost-plus-fixed-fee, basis.. . : -

Even though ‘the usual fixed fee may.be f}:om 6 to 15 percent the>
proﬁts on thelr net worth are quite hlgh o

Senator Long has pointed.out in his testlmony before your. com-'
mittee that Ramo-Wooldridge received.fixed fees in 1954, 1955, and;
1956. of 5.8 percent, 9.7 percent, and 8.1 percent.. The. return on: thelr,
nét worth, though, was 6% percent.in 1956, 64.3 percent in 1955, and,
30.8 percent. in 1954, _before taxes And they are not even requlred to
pay taxes on these large profits. . . . .

1f you want to determine how Well this company fared. in ‘com:-
parison with the whole economy, you .will ﬁnd it was 9 times more
profitable in 1956, 515 times more. profitable. i in. 1955, and 414 times
more profitable in 1954 than all industrial groupsin the economy. . A_lso-
the officers, directors, and. certain key ‘employees did very well..
addition to their salarles they received stock options which 1noreased}
© 346 times in value in & permd of 5 years. ."To. be precise, their shares

went up in value from $45,000 to $15.6 millions. . .

There: were three. dlfferent types of pa.tents Wlth whlch they were,
concerned s " oo -

Senator Wirey, You Want that changed? AU A :

. Admiral Ricrover: Let me, tell you what they are i pa'rtly a,n-"
swers your question. . May I go on, sit?’

- One type. of patent was for items of dlstmct commercial. Value
They were in an awful hurry to get the patents on those. .So, with-
out delay, they got on record that these patents belonged. to them. .

The second type of patent was.for morale purposes, to take out a.

: patent for.the morale of the. 1nd1v1dual mventors the scientists and
engineers who worked for them. : . . o

The.third kind had military. a,ppllcatlon .

About those having military app) 1cat10n—thev were very slow tell-,
ing anybody.. Yet this outfit. was set up to further our military in-
terests.  This is the sort. of thmg you'can get into, gir. Furthermore,
if the Government desired patent protection on inventions having
military application only, the. Government had. to file for the patents,
because Ramo-Wooldridge did not file.: - .
~ Another example.. The subcontractors who dea,lt with Ramo—_
Wooldridge were loath ‘to. give them helpful information because
they were afraid Ramo-Wooldridge would take advantage of them.

-Senator Lowe. So here this. company is with the contract, with
several key contracts for outer space activities, trying to get us into
outer space. Most of their contracts. were for outer space :
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Adm1re1 Rrenovrm You know my feeling; sir, that prectmally every-
thing you develop now has apphcabﬂlty enywhere I don’t think
- thereis much distinction any more.

-"Senator Liowe. Here is the point.: Each one of these petent epph-
- cations represented ‘a. new:idea we needed to get into outer space,-

They. were holding out on some of this:stuff. They weren’t telling:
the other man, who-was. still butting-his head against g stone wall:
of ignorance-trying to solve problems thet had elreedy been solved:
© with U.S. Government inoney.: :

"Admira]l Riceover. Despite mandatory sta,tutory lengua,cre Tequir-
ing them to keep each other informed of research activities, the Air
" Force and NASA spent a year having separate: contractors develop’
identical - space: vehicles. The Comptroller: ‘Gleneral reported this
wasteful ‘duplication'Jast year. He estimated it cost the American
pubhc more than $16 million plus a whole year of wasted research ef-

rt.. Yet it probably was-difficult for theAir Foree and NASA: to
know what was being accomplished. - This may be-due to the strange:
theory being propounded by the patent lawyers, that it is supposed to,
be a good idea to withhold patent knowledge, information, and know-,
how beea,use that foreésthe other man to Work herder in order to ﬁnd'
out what is going on in résearch. :

- This is like sa,ymg that when you ron’ for oﬂiee asa Senator, vou.r op=
ponent’ should be given a bonus of 50,000 010,000 or 200,000 votes:
that thigis & goocl ing, sinee 1t Wlll ma.ke you Work ha,rder i order toﬁ
get elected:: g

Senator MGCLELLAN That theory Wﬂl ‘never be aeoept)ed and ep-- :
.phed 1inpolitics.” -

Admiral RICKOV‘ER You have never accepted 1t 111 pohtles, but you-‘
are willing to accept it in patents,sir. _ 2

Benator McCrrrran. We may have: elready done’it.~

- Admiral Ricrover. We can’t really get away with thet any more,_ ‘
: becellglse knowledge is very fragﬂe You ]ust heve to get 1t out:
quic

W1th the present petent la,w yoir permlt people, even’ Government‘
eontraetore and grantees to- Wlthhold this information. =

"Senator Liong. TAnd you give them an enormous ﬁna,nclal 1ncent1ve-’

to doit. - That is'the problem asI'see it: '
 Admiral ‘Riogover; You know how it is- Wlth many of theSe com-
panies, Take the aviation industry where some outfit comes in: with'

a relatively.small amount of caplta{[ gets the facilitiespaid for by the -

Government, gets all’ the research -and development paid for by the:
Govérnment, and then gets control: of all the commercial and foreign
patent rlghts Our: allies: if ‘they: adopt ‘an American- weapon or
weapons- system in-order to use or manufacture such ‘weapons, must:
then negotiate:a patent licensing agreement with the American con-.
panies who' developed these produets under U.S. Government research
and development funds and who hold the foreign patent rights. This-
car, involve peyment 'of royalties to-these Arnerican- firms by the for-
eign government. “This is an intolerable situation and you get into it:
by not, ‘claiming for the Government its legal rlght to Grover.nment—‘
_ ﬁneneed inventions; - = &
Senator. LoNg. ’I‘hls partleu]er outﬁt you mentloned clesmﬁed 11j

- of their patents as bemg sufficiently: basie: to control: an entire new
_ industry.
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. Admiral RICEOVER.. That is right; siv:
."Senator Excre. Which was thetﬂf:.. o
" Admiral Rickover. Ramo- Wooldrldge o 1
:Benator Hawrr. Admiral, runiling. through these hea.rmgs—I thmk
Senator. McClellan may. have- gotten the same impression—is the de-
51reb111ty of a.uniform law. with respect-to: the: treatment of pa.tents'
resulting. from Governmerit-financed: aundertakings.o .
L know you make the. point that everything is the same, but there>
has been some very good testimony fromsmallibusiness: people that:

- they are the.segment of commerce which would suffer, most if the. off-
shoot Jdea that they come up with-cannot bs. protected m thelr hendsf _
in.order to.finance this consumer marketing. . ; S

. Admiral, Ricrover; ;Senator Hart, T Would have an: ed]udlcatlon,f
possﬂaly ag called for;in the: Space Aet which could: grant: title to the:
patent to small; business; if it istin. the’ publle interest, with: the Gov-y
ernment retaining. a:license. . Also if the company had, already done
something:themselves or. owned related patents, they. would get-credit:
forit. . I. would not; take this. away from themi. | T think that:would be:
illegal. | It would be morally wrong. . But since all except some 2.to:
8 percent, of Giovernment Tesearch money goes-to large corporations,
we really don’t run into this particular problem The problem ecomes:
when - research is almost all Government financed, and. the contracting
company mevertheless wants not only to hold on. te title to inventions:
but alsotodelay: disclosing 1 them. . There is a case on record—Lbelieve:
Senator Long mentioned it at one time—where an investigation was.
made of a.certain.company te see: how: they handled: information.
When it was information they wanted to acquire from.; Government;
and other research. activities; they had.a large and efficient group: to
obtain the information at once and;to. disseminate: it-among all their.
own divisions as fast ag.possible... But. when it:came to information
they had.developed under: Government; contragt, they were not so fast
in: gettm%) it. out.. . So.that: other companies;: 1arcre and. small; were de-/
layed in eneﬁtmg from this new. knowledge They delayed some:;

- times forayear: Thatisthe difference.. '

Now hers is where.it. applies to small busmess I should thlnk 1f I
were 4 srnall businessman and -wasn’t able to- support a large research
information group, I would like: to-be able.to get; all this information:
as:soon-as possible-and. use-it onthe same basis asthe: large cerpora,-
tions do, particularly where the- Government pays for.its - ,

+ I don’t’ see-that: small. companies: ‘are. particularly: dlsadvantegedif
When the Government takes:title to Gtovernment-financed: inventions:
Of ‘course, whether. the company.be large or small, if the work. they:
do under Government contract.is baséd upon resesrch they hid previ-:
ously completed with their:own. funds, they must certainly be compen-
sated: for what'they have done.: They have an equity in-their own re-:
search-work, I Would never suggest that sueh an: eqmty be teken fromf
anyone. i -

Now here is another pomt T Would 11ke to take ups: Wlth knowledcm.:
now. doubhng every 9 years, it séems to me we ought to consider- lower-:
ing the time limit of patent monopolies—perhaps tocoincide with this
9-year period. It makes little sense to have a monopoly period. of- 7.
years today when in.our own 1790 Patent Act it was only 14-years, as
it was: in the English: statute:of monopelies of 1624 In: those tlmes 1t:
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took perhaps a centtiry or rhore to double kmowledge.- There should
be some sensible relation between: the time it takes: to.prodice new
Jknowledge and the length of the patent monopoly.- In the case where
the: Government owns title to an ihvention, I would make it available
swithout. cost, - It would be-a terrific bookkeeping problem—with the
size of today’s Government résearch investments-to charge a:royalty
for a license to use patents resulting from such ‘Government research
and development work. Besides it-doesn’t miake sense considering the
basic. purpose of paténts, .. It seems to'me only fair that the -public
which paid for the research should get the fruits‘at no.cost. .-~
-+ Senator. Lowe.- And-lower prices is-one of the benefits of com-
petition, oo e T e st ST L e
"+ Admiral Ricrover. -Yes, because there is no-use setting up -a large
new bureaucracy to police the costs. - I don’t think it is worth it. But,
as you know, such'a system is used in England: When research and
development is done for the British Government, the Government gets
the patent.: "The Government then charges their own companies for
usé of it. 'In 'soime cases, as' I understand it—the case of thé Rolls
Royce engine is an instance—they have recovered more than the cost
to the Government of the original reseatrch-and development. = *
Senator Lowe. May I ask about this? Professor Melman of Colum-
bia, University did a study for:this very subcommittee some years ago.
‘He was on one of the research teams, including the one that went to

- ‘Raussia to see how they were'doing. -~ = - - o
- Admiral Ricrover. Yes, I know about him, sir. I believe he was
studying machine tools, == - o cn ool e T e e
" Senator Lowa. He gave us ‘this illustration: He: said he had had
some contact with & Targe research organization in thig éotintry which
spent a large’ amount of \inoney to put-in ap information cataloging
gystem s6 that on stuff that appedred in publications, stuff ‘that was
‘done by others, when this khowledge came to them they could catalog
it immediately and get it available to their scientists in each field that
‘these fellows were working on o as to hasten their progress.” "~ =~
~ He said that with this'large expenditiire they managed to shorten -
‘their time, the time on acquiring this information, by 2 weeks, “But
" he said in this same organization they decided to make a study on how
“long it took the averagé information that they were developing to get
out, and he said the average period wag 4 years, and alot.of.1t never
did getout, . o T
Now'if that situation. obtaing in .the Department of Defense with

three services trying to work on missiles, I don’t see how we are going
" Admiral Rrcrover. Senator Long, you will rémember that when T
began my testimony T said the ramifications of what we'are discussing
here go deeper than patents. It affects our national postire and na-
tional defense more than most people réalize, It gats back to this:
the Russians, in addition to expediting the issuance of certificates of
authorship have also instituted a system ‘of taking positive steps to
push new ideds irio their industry. ‘They have recently reorganized
their research and development efforts with the idea of getting new
technology and -automation introduced inte théir industry as fast
as possible. * It stems from the highest levels; the Presidium and Cen-
fral Committee of the Party, the Council of Ministers, and’ Khru-
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~T:think there has been testimonyin a° subcomrnlttee in Whlch Senator
Humphrey isinvolved that brings up:this point.-
= We are woefully negligent.in getting 1nf0rmet1on out fa,st I 5211
sure everyone here is femﬂla,r with: the fact that we: were caught
napping when sputnik T made its spectacular appearance becauss we
did -not-havethe kind ‘of central information.clearing system the
Russians : ‘operate. - The timetable for:sputnik had:ibeen-given:well
ahead of time in several Russian publications available in this country,
Just. as their current timetable. for Iendmg on: the Tnoon: can be found
in Russian-technical literature. -

- Mr. Clesner 6f this subeommittee staff mede . speech recently to
an industry patent group in which he gave several examples show-
ing the unfortunate consequences caused by inadequate facilities and
procedures for disseminating information. On the moonshot time-
table he cited thé Wall Street Journal of May 8, 1961, which reported
Mr, Webb, NASA Administrator, 8s saying: that we had no way-of
Imowing what the Russian moon. conquest, timetable is,” Yet this time-
table has been reported: i in: Sov1et literature and so far that pubhshed
schedule has come true.. .

The House. Science and Space Commlttee used ﬁorures glven out
by NASA purgertmg to:show that:we are getting. ahead of the Rus-
sians in space-because. we had published 64 technical papers-and the
Russians had only published 8. Subsequently this too was looked
into by Mr. Clesner and an associate, and they. conld find more. than
100 Russian papers. . Another case coneerned publication in 1950 in a
Russian journal of a report on successful application: of. Boolian
algebra, a form of symbolic logie, to the design of relay contact cir-
cults in computers used.: in modern machines. and. weapons, . From
-1950-55 scientists of various: American computer. menufecturers tried
to do the same work over again, wasting 5 fruitless years and much
research money before it was discovered that the. Russmns hed solved
the problem and published. their work. -

These are all cases where the. mformetlon was ava,lla.ble in thls
country but nobody had plcked it up; it wasn’t actively disseminated.
By: not using this mformation fast enough we have been and are stlll
hurting ourselves.

Senator SALTONSTAIL Admlral ‘have you ever looked e.t the spaee
.law that was drafted 4 or 5. years ago'l T L

" Admiral Rrcxover. I did at the time, sir. ' '
. Senator Sarronstarr. I was on the Space Oomm1ttee at that. tlme
and I was one of those who worked on it. It seemed to me we tried
to work out the question of the rights of the individual who was work-
ing on a Government contract what belonged to the Government and
under what condltlons he could have epphcatlon and it seemed to me
we worked out a.pretty good—A -- o

.. Admiral Rickover. I think you did, sir. .

‘Senator SarToNsrTaALL. It Was a very cententlous pomt

" Admiral Rickover, Yes, sir:

The Space Administrator, as you know, has the authorlty to demde
‘whether a company has a sufficlent equity to be.given exclusive com-
mercial patent rights. But what was proposed last year was that the
company have such equity in all instances, unless there was a special
circumstance where the Government had a need and took title. Thus
there would be a glvea,way with no written record - The record: Would
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only. ]ustlfy those speelal circumstances where the G'rovernment should
receive greater rights than a licensee to use the invention.  The burden
_ of justification would have been shifted to the Government re.ther than
- to the contractor. That is the point at issue. -~
. The change proposed by the patent lawyers would meke 4 general
- rule out of the present authorization to give ‘away patents under spe-
cial ¢ircumstances; it would also letNAS A-give. away: padaents Wlthout
;kee ing records and justifying their aetlon '
think this is indefensible.- .- - ' '

Senator SALTONSTALL. There we lean over backward to gwe the
,Grovernment first rights. -

- Admiral RIcEovER. -The NASA Iaw ploteots everybody Y-Ou dld
2 good jobonthat law,if I maysayso: .- '

Senator SarToNsTaLL. I was just one, .

. Admiral Rickover. The latw 18 perfectly all rlght but the proposed '
new amendment, is tantamount to saying that NASA% Administrator
can give away title to inventions to contracting firms and he doesn’t
even have to make any written justification for his action, :

Senator Lowe. Admiral Rickover, just one other point that it seems
to me should be considered. There are two problems that bother me.
One is this: We are still prov1d1ng an inhcentive. for somebody t.o hold
out on the other guys, I fear.. S o

Admiral RicRover. We. still have that bullt in: '

Senator Loxe. It is-a more dubious right arid it would be narrowecl
by the Space Act, bt it is still there. The mcentlve to hold back and
‘not. communicate "would still be there. : o

. And then I am fearful of this other problem—

.- Admiral Rickover. Let me talke up ‘that-one first. : 1 thmk you
eould get around. the problem by ma,kmg it part of the law or part of
any contract that there must be very rapid dlselosure ~We have that
in the Atomic Energy Comlmssmn although it isn’t always lived up to.
‘We have some private companies doing work for the AEC—so-called
private companies elthoug ‘practically every penny- is. dlreotly or
indirectly contributed by the Government—-that delay getting out
their reports. I think it should be made a provision of every contract
that all information must be rapidly disseminated where no'issue of
security is involved. I would get around your point that way. T
. Senator Lone, Now I can definitely see certain places where the
mdustry is entitled to a patent,-and the best example is in the petro:
leum industry. . I gave. 513.1: exemple to the: committes, where these
fellows have done 98 percent of the research with their own money
:and aren’t even interested in government contracts, .. .

The Government says the chances are, knowing all the trede seerets

that Standard Oil of New Jersey has, for example, they would get a

- jet fuel developed quicker than we can. . They have poured $50 million
into reseerch relative to this sub]eot that they have in their files al-
ready. So, in that case I think a good case could be made that “they
ought to have the patent if they develop a better jet fuel. .

But, on the other hand, I am concerned about the case Where a
fellow—these people don’t do anything more than scratch the ground
a little bit and contend that they ought to be the guy to get the job.
For example, if the Government is going to build something riew that
hagn’t been built before, the Corps of Engineers is going to-build a
new structure, someone goes out and spends a few dollars in the field
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ja.nd kleks s few thmg's around:-and says:he.is-better qualified in the -
ﬁel% i&hen anyone else end 1t should be negotlated ra,ther then put out .
on bids, .

What Would be yonr proposel it you are gomg to teke the NASA '
approach . in. keepmg thls fellow from seymg he: 1s entltled to take
out, patents?..

Admiral RICKOVER If he ish brendnew outﬁt who hesn’t done any-
thing, he has no right to them.  If he'is an experienced outfit-and has
Eknowledge in this pertmuler ﬁeld he ought to get a percentefre Tha,t

could-be determined.- ;

Senator HrusEa. Wlth a resul tlng setup tha,t he ‘can be Tecom-
pensed for. a. particular project:he has. Take the case of Standard
Oil of New Jersey. They have. 98 percent of the knowledg’e They
ought to get practically all the. patents. - -

- Admiral: Rickover.: Nobody: is arguing that eny rlghts be taken
away.. ‘That isn’t the issue.. We are arguing. thet the texpeyer
shonldn’t have any of his rights taken away.”

Senator Hruska. Suppose it:is 54 and 46 percent 1nsteed of 98

Admiral RICKOVER You can. get a roucrh estime,te of that su' It
15 possible. :: )

Senator. HRUSKA And d1v1de the- proceeds of the petentﬂ
- Admiral Ricrover. Yes, sir, it is being done; .+

Senator Long. Actually Dnglend uses the system, doesn’t it

Admiral Rickovig, Yes, Sir; 1t ean: be done you can Work out a
system:for doing it. =

Senator Hruska. It calls for more patent lewyers to determlne the
pereentage

‘Admiral’ RIGKOVER No thlS 1sn’t really X petent determmatmn
‘This is'really more a determmatlon by people of comionsense.  You
don’t need & patent lawyer to‘solve problems of that kind. You don’t
need a patent:lawyer for you and me'to divide this ped of paper:

Senator Hrusga, T I was in' IBM and we made a $50 millien’in-
‘vestment in 4 machineund we'said we did 46 percent; and the Govern-

-~ ment says we. only dld 3 percent, I have en 1dea. thet Would become a
legal: problem.’ - _

Admiral ‘Riorover. I thlnk in generel the Government leans over

backward to take care of industry.. Industry makes out pretty well.
- Senator Hruska.' That is not: ‘the’way I know of the procedure.
You give them 4 percent and it i not long ‘before they ‘gret 40 percent,
just by self—eggrendmement That is the way it is done, as some of
us have observed.  Maybs it occurs ‘diffsrently in other fields, -

Admiral Recrover. T c¢an only talk from my own experiénce, from
the knowledge T have of Government people I don’t thlnk there is
a tendency of that kind. - _
- Senator Harr. : Admiral, how Would yoir apply the eqnltles in- a

“case like thls'3 Thls was the thm,t_); I was trymg to gwe VOlCG to
earligy, - = o Al e T

A Government ﬁnanced reseerch pr03eet is going to somebody thet
15 doing well in business machines; not as big as IBM: “And they pro-
duce a good end result for the: (Giovernment, but, in the process, and

uite by accident, by concelvebly drawing on their background none-
qheless nnconscmnsly, they comeup with a way to control tempera-
tures in houses very cheaply. Now should the G‘rovernment teke tltle
to that and make it royelty Tree?’ ‘
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. Here .is ‘what happens as I understand ‘it - Tf ithis firm' does have
this idea, unless it 1s given the patent protection, the exclusivity for a-
time, they are unable fo finance the production commercially, and'some
company like General Electric¢ is-able to take the now publicized idea

and . _ut Out t:heun_-it- . ‘-‘:;_‘_ [P . T ol -. )

+ - Admiral Rickover: Well, you might provide a sliding’ scal¢ where
you: consider the size of the compariy:; how far is the item off the basic
thing that they are working on: “You might give them credit for that.
But, -you know, talking from personal experience, with the loose way
the Government generally runs research and development:you will at
times find contractors working on things they like and not always on:
what they are supposed to with the Government money. “You have
- hard time keeping them hewing to the line, * The companies don’t
always put their best people on Gtovernment research and developmient
either. ‘ R R L R I

.An approach such as that of NASA: or:AEC could solve the prob-

Tem where the Government gets first é)atiant rights but the adminis-

trator may waive these rights: : If Conhgress:considefs:if is in the

" -public interest.to protect small business in-these occagional nstances
-4/ waiver should be granted, and a writteny record ‘inade of the reason:
for the walver. G e e A o

- Senator Lova. How about the possibility of using your mohey to
~fencedn apatentd - 0 oo o e S loneiaie e
Admiral Ricrover. No, no. o
Senator Lone. Has that ever—- 7« 120 o
Admiral Riceover. No, I would never permit:that.
Senator Lowa. You understand what I am'talking ab
Admiral -Rroxover:: Yeés, Fdo understand: Tt-should nic
ated. It will make the little companies bitter if'they can’t get 'Go

-ernment contracts because they haven't the kniow-how and the faeili-
ties, and on top of that can’t getithe use of Glovernient-financed inven-
tions, these also going to the big contracting firms. Tt is‘already difli-
cult-enough -for ‘the small companies: to compets. It sounds like a lot,
-of pious nonsense for the big ¢ompanies that get most of the patents
to tell the little ones that it 1s:zosd for thelittle fellow to work harder.
That:if they work very hard and Jong enough they may find another

" way to do the thing the big compaiy finds'it easy to do bécause it has
the rights to:Government patents. If thelittle companies work hard
and long encugh in'such an unfair competition they will go broke, too,

‘Senator Loxe. Heres the kind of thing I am talking aboiit, where

“there is a technical problem which has been 6vercome and a satisfac-
tory -answer has been found and the’patetit is applied for. There
are inferior ways of doing the same thing. Now your competitor— -
tdke .the automobile industry. If you'have got a new gearshift or
something, your competitor when he sees this thing, is going to find
another way to do it to get around your patent. *: "~ 7 T

' Admiral Ricrover. ‘And it is generally iniferior and more expensive.
Senator Lone. Usually inferior methods.” =~ " 70770
It seems to me that ‘a fellow who has got a very, very valuable sei-

entific breakthrough with great commerecial possibilities would, if he

. could, spend a lot of your research and development money fencing in
that patent to find every conceivable way of doing the same thing,”

Admiral Rickover. He conld. :




NATI‘ONAL:’:.EATENTJ‘POL'ICY'Z E

Senator LoNe.: Whlch s a waste of Ioney. You are spendmg & lot
_ of yOur money— REIRUTARTY >
.Adiniral- RI¢xover: Senator Lo:ng, under norma,l condltmns under’
oondltlons where. our country was not in:meortal danger’ from an’ ins
ternational conspiracy, the only harm that would be done is that ong:
party; taking advantage of a:patent he obtained from. a Government
contract would: have .an undue :advantage:‘over ‘a’ competitor; - But
today-when we don’t have enough scientific and research people even’
in the Military. Esta.bhshment it is foolhardy to have them waste their
energy on.anything that is not absolutely necessary. . 'We are doing
a-lot of useless duplication in  the United States.  We simply can’t?
afford. that waste of talent:from the standpoint of: nationa] safety.
. Senator Loxa. All we gét out. of- financing this ;patent, is the priv--
11ege of spending our money for making the monopoly most costiy to
That is.about how it works out, isn’t it :
A.dmlral Ricrover, I'agree with you, sir, although I fully- under-, :
stand this. is not a sunple problent. - The two major points I have
made are these: that generally where the: Government pays for the
work, the Government should own. the patent; and that the trend in’
resea.rch and development; the trend of: teohnolowyr all over the World :
is to make all knowledge 1nterdependent
Senator Loxe:. Younodded your head, T believe, in answer to my
preVmus question, I understood that to mean that you were saymO_
yes“for-the record? R ,
Admiral Rrceover. That ig rlght ------ o R
Senator WiLey. May I ask a question outmde the patent area? "'
Have the Russians got-any atomic submarines? -~ ‘
..Admiral Ricxover. I would like to talk off the record sn'
_Senator MoCrerran. . This Wlll be oﬁ' the record.
B (Dlscussmn off the record.). e
~ Senator Love.: Could. I ask- about four questlons here'a Dt .
" I'think they could be.answered very quickly. - ‘:
.,W’hat isvyomd, offha,nd Zeaction to a proposal Whmh would perm:{t
private contractors in Government research and development to take'
out patents on the conversion of salt water to fresh water? ‘
 Admiral Ricxover,: As Lunderstand it, sir, the President announesd
in a recent speech that whatever success-we may have in’ ‘developing”
saline. conyersion, we would share it with foreign countries.. This, I
think, is.a: noble. and a generons attifude. . But if 4 contract for: To-
sea,rch and development.in saline conversion had been made in accord- .
ance -with. present., Department.. of.- Defense patent regulations, the
Président. would: be: stopped from carrying out his policy ythe.foreign
and demestic commercial rights would belong to the private contract-
ing company even, though the . Government had pald for the devel—f
opment. :
pSenator LONG All these contracts Would prov1de the Government a
license. to use, but this dees not permlt the Government to prov1de
services to the Ueneral public?: :
<Admiral, RICKOVER Correct, a.nd I thlnk tha.t is wrong ‘
T.would. assign: ‘the saline conversion: prograin: to the Feder‘tl Avmv
tion, A.u orlty, or. to *mother agency that follows 8. d1ﬁexent patent—
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Senator Lowa. Give it to Agriculture.’ They have got a-law——

Admiral Ricrover. Or give it to Interior, because they would retain:
title to'the patent.  Lam gorry. Senstor- Ande¥son has Ieftr heeause I
‘believe he is interested in that matter.. . -

1 certainly would not let the Department of Defense get hold of the
saline water conversion program:or any similar project as long as they
stick to their present policy. Certainly not unless it is made absolutely'
mandatory by the express will of Congress. :

Senator Loxve. Now we ran into-this: Here wag a fellow Workmg on
weather control. - That could be very valuable, and we find that these
people over.there have given him, signed up with him on one of these
Department of Defense blank: form contracts where the contract said
that he would have commercial patent rights or the right'to deny the

' Goglernment the' use of Wea,ther control for the. beneﬁt of the general
ublic. : :

- Admiral Rxonovm Th1s ig similar to the po1nt We h:we been dlSGuSS--
1ng A considerable number of Government agencies are now involved
in, weather: phenomena, and in related research: the.Air Force, the
Navy, the Army, the AEC, the FAA, NASA, Agriculture, National
Science Foundation, and, of course, the Weather Burea. - They cer-
tainly should all ha,ve rea.dy access to.all information. developed by
their Government, no matter what particular a,geney spends the money

- Yet ‘they.operate under different patent rules.: : -

*There should:be uniform patent rules. Gongress shonld not - perrmt
every Government. contracting officer to set up- his own rules on the

atent rights of the Government. Thatisa tesponsibility of Congress.

strongly urge that you consider legislating a uniform rule. =The
various agencies will, of course, object. They will all say that, then-
Froblems are so difficult and so different that it is impossible to pass a

aw. They will also.say that Congress, of course, doesn’t understand
their problems, can’t understand the. complexmes of their particular
situation. But I think itis essential that Congress prescribe a uniform
patent policy for all' Government conftracts,

Senator MoCrrrzan. That is'one of the purposes of. studymg these
bllls, to try to come up with some uniform——

Admiral Ricxover. There are three thlngs ‘that are fundamenta]
sir. The first is death and taxes. The next is the second law of thermo-
dynamics whicli states that work has to be done to prevent any system
from.deteriorating.. 'Although this is a physics eoncept, it has an anal-
ogy-in human affairs; unless we are constantly alert and work to pre-
vent, it, everything runs downhill. - And the third is that every human
being: tends 1o create. o monopoly for himself, if let alone,

" Senator Loxa. Here is another question and then I am through.™

" 'What do you think about this program of permitting private patents
«on these cancer cures?  'We are spending about $50 million this year;-
I think, trying to get an answer to cancer.” I particularly think back
t6 what happened with penicillin. There is something the Department
of Agriculture did. We are lucky HEW didn’t do it. Agrlcultnre did -
that, and the cost of penicillin at wholesale has gone down since it
Wals1 %ﬁeovered J:'rom $20 per hundred thousand umts down to 66 cents,
Ith

Admlral RickovER. Less than that, I beheve
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Senator: Lowe. I beheve 11; 1s from $2 down to 6 ccnts per hundred
thousand: units; : -

Now the correct ﬁgurc WouId bc that 1t is now. sellmg.- at about one-
:housandth of the prlce 1t was selhng for omgmally, thanks to compe—"

fonuic b
i Admiral RICKOVER The prlcc g per hundred thousand umts :

Sen&tor Low¢: Beca,usc thc Department of Agmculturc had that
paten )

“Now if they get oty cancer cure under our prescnt contract for the
pubhc who ispaying for all'of this to get the benefit, of it; T am fearful
they might be required to pay $50 every time they go to the drugstore
when the stuff should be available for b0-cents.”

- Admiral Ricrover. Senator Long; I'think there you ha.Ve got to
gret, back to basic principles: - You remember earlier T mentioned that
when England did away with monopolies in 1624, they retained letters
patént - for-inveiitions, rehictantly and as-amn: exceptmn A legally
established ‘monopoly; protécted by law, iy recognized ag’ ‘being con-
trary” to. their -basic’ philosophy; of- freedom’ and free enterprise; so
English :Taw- looks upon’ patent monopolies with not much’ favor.
There and in many other Eiropean countries patents are not granted:
for such things as processes relating to- agricultire or the"like, ‘or
medieal or surglca.l treatment though' they: may bé granted to certain
agricultural or surgical ingtruments and- drugs “There aréborderline
cases here and the law should be reexamined and pcrha,ps changed in
the light of the massive governmental-and’ communlty efforts helng
made- today to lick the major scourges of mankind.” I'thihk we must
never Jose sight of the fact that the inventor asks society to hielp him
set up a monopo]y, and society has the rlght to refuse t0 do this'in

here it would hurt 1tse1f gravely, as with monopolies that ‘are
ed1cmes on Whlch human llfe depends

) iy §
N6 ohé argues that drig’ compa,mes haven’t a rlght to ma,ke proﬁts‘
but. society has always mtervened if prices for necessities are driveil
beyond tolerable limits becanse someone has a ‘monopoly on these neces-
sities. Senator Kefauver’s committes ccrta,mly brought ’ out” some
scandalous facts on proﬁts made by drug ‘companies that are 0ver-
charging suffering humanlty “When our youhg men are asked to give
their lives to, théir country in time of war, it is surely not too much to
ask. drug companies to join with the pcople and with.the Government
in rescarch for weapons in the war against disease, and t0 accept, Gov-
ernment Tesearch contracts even when these do not grant company'
patent, rights for 1nvcnt10ns they make Wlth pubhc money. * Of
COULSe, 110.0Ne can. forc' her’n r beha vior sh" 1 de |
to.the public.’ e :

Congider how it contrasts Wlth that of sc1entlsts who create cpoch '
making discoveries... You mentioned the case of pcmcﬂhn Now that,
was dlSCQVBI‘Bd by SII' Alexander. Fleming in the course of his invésti-
gations into influenza, : It has rltrhtly bcen called o “trlumph of acei-
- dent and shrewd observatlon Because of his intelligence and train-
ing, Fleming 1mmed1ate saw the tremendons potentialities of . mold,
merely by not1c1n in passing, that mold had appeared on-one of his
staphylococcus culture plates and had created a bacteria- free circle
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around itself. " Fis discovery is the basis of a whole family of anti-
bagterial drugs., Andit was not patented-by its inventor. . - .~
 You may remember, Senator Long, that last year when I talked to.
your subcommittee I mentioned. the case of the obstetric forceps that’
the Chamberlen family invénted in England. They kept it secret
for a hundred years.. Hundreds of thousands, perhaps millions of
women suffered a lot of pain in childbirth just because this one family
" kept; their invention secrets kept it a monopoly. - - .~ - - . .. oo
«Senator Lone. And death... .. ..
~Admiral Riogover.,. Yeg,sir. . ...~ 0 v 0 L L
~ ‘With so many people dying from cancer, so much pain being suf-
fered by cancer victims, so much money and effort being spent by
Government and private organizations in the search for.a-cancer cure,
I think it is unconscionable for a group of drug companies—ethical
drug: companies—to insist on exclusive rights as the. price .of their
joinihg in thig effort. . I doubt Congress would tolerate it for 1 min-
ute.if someone. tried to set up:a monopoly in a vitally needed food.:
Why: allow it -for a vitally needed way to tréat or cure.cancer pa-
- Benator Harr,: We had testiniony this morning from HEW. which
has:a rule that title shall vest in.Government, that.they had :to make
one exception, and the.one exception was the instance of cancer, can-
cer teséarch.: o0 o T T e e e
" -Admiral Ricrover, Yes, we have all read in the newspapers of
the faéts brought.out during. the recent. investigations of the Sen-
ate. iinder-Senator Kefauver and yourself into the drug business.. The
unconscionably high prices exacted by the ethical deng firms appear
to‘be possible only because of their possession.of patents on vitally
needed medicines. - Some things are going on in this so-called ethical
field which I personally would not:éonsider ethical. .~ . .. ..
Senator Lowe. Look what this cancer thing is going to mean. . Tt
looks -ag if -we are going to get the medicine. | We are making some
headway, e G gt L T e e
- X ‘'you have cancer; either you must have this. medicine or you are
going to dié. - Tt'is just that simple. .. And the fellow with that pat-
ent is in a position to charge you whatever pricehe wants. .- - . =
~Admiral Riceover, Well, without any question, I would amend. the
HEW patent rules so'that under no-circumstances when the Govern-
ment-pays money for research in the field of health, should there be any .
question that any:individual or. fifrm may control that via patent mo-
nopoly. I think-that is wrong. . That 1s my personal opinion. ..
-Senator: Harr. Of course, thig ‘gets you back to the starting point.
This one firm took the position “I will not undertake the research in.
theabsence of this condition? « «ooi & oo ol e
“‘Admiral Ricgover. Senator Hart, this gets us back to conflicts be-.
tween private interest’ in maximum . éommiercial profit. and public in-
terests-that may run:counter. to:such profit. ~.Fop: any man or. firm or.
group of f¥ms:to-put -perdonal or:group interest.above 2 wvital con:.
cern of: the American:people,-of-a very large part.of the "American,
_ people,:or above an important national need—well, I had. better not.
say what T think of suchpeople.: -« ot f i f
‘Where are you going to stop? At what-point do 'you stand up.and

solemnly declare that this Nation, this great country, is not being run



solely to protect private business. There are national considerations
that must oveérride their intérest to' get maximum profits, © = = - o
Bui _of course you have but to mention private enterprise when'
you talk of conflicts of interest between individuals or groups and the
Nation as a whole to be accused of being against private enterprise,’
against our Ifree competitive entérprise system. An analogy would
" be'to accuse defense attorneys of being against the law of the country-
and the country itself when they defend a person accused of crime.
That we don’t do since we accept the fact that a lawyeér has the duty
to defend his client. It is not held against-him that he opposes the
public prosecutor. It doesn’t immediately cast a stigma on him; no-
body calls him an-enemy of the law. =~ el s
It seems to me we should learn to accept that one can be all for the:

free competitive enterprise system and still have reservations or criti-
cisms about certain of its maiifestations or certain ségments of busi-:
ress or industry. A man should be able to state his opiniong on' the-
working of our economic system without having people throw it in-
his teeth that heis supposedly against free enterprise, agamst democ-:
racy, against the American way of life. Nothing is more certain than
that the principle underlying our way of life, the principle of indi-:
vidual freedom, is constant. Buthow werealize it will have to change
if the prineciple is to be kept inviclate in the midst of vast changesin:
our economic life.. Cliche thinking is very common and much of it
simply consists of confusing a principle with the way it is-applied. -
You hark back to the way a conistant principle was put into effect
say 2 hundred years ago, and yotl argne that unless this procedure is
continued for all eternity the principle will ‘be violated. TIn reality,
under changed circumstances a principle remains intact: only if pro-:
cedures are adapted to’ these _bﬁanged circumstances. ~ This sarely:
applies to patents. - If we want to preserve the two principles under--
Iying patent law: (1) to stimulate individual inventiveness and (2)
to benefit the country by utilizing inventions to promote technological
E'rdgre's:s thén we will have to make some changes in procedures that
ave evolved in the patent business. . . e e
"I believe just as much in individual liberty and the free competitive
entérprisé system as these patent lawyers -whose articles T have been:
reading. They talk a lot about defending the:Constitution, the law,-
the flag, and the American way of life. But a lot of that is cliche talk
camotflaging their particular interest in obtaining extra business out:
of Government research and development contracts. Those contracts.
are made for purposes other than: providing .a new lucrative. field for..
patent business.” ‘They “have a higher national purpose and they
shpulld be handled in a way that will best serve the Nation and the
eople. . B P T T
P Opne of the arguments the patent bar falls back on.if all else fails is:
to claim that inventions made under such Government contracts will
not be properly utilized unless they are handed over to private com-:
panies under 2 patent monopoly. This seems to me even more fan-:
tastic than the double standard they are advocating—one law, that of
master and servant, for-employers and subcontractors:of. private com.-
paniés; another lJaw for the companies themselves when they are the
- servant and the Government, the American people, is the master, asin.
research and development contracts. © i Do o T
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They argue that it takes a patent monopoly to induce a company to
work an invention—mind you, not to make the invention. They argue
that. the company must be given a monopoly to develop the inven-
tion that has already been made with Government money. This really
goes right back to the kind of economic thinking that prevailed in the
Middle Ages and in the age of mercantilism and led to letters patent
for all sorts of commercial and trading ventures; to monopolies grant-
ed by the sovereign in order to induce people to frivest money in a new

- industry or business. I though this sort of thinking went out when
the Western World went for free competitive enterprlse It’s a line
of reasoning that runs counter to every principle underlylncr free com-
petitive enterprise. . It makes the prepostercus assumption that con-
tracting firms must be allowed a patent monopoly to invest mOney in:
utilizing a new invention. ‘

That’s surely turning the patent law prme1ple up51de down
Patents are given to 1nventors because -otherwise, their. inventions
would 1mme6.1ately be used by lots of people and they would get

-niothing out of them, Now it is argued that companies must get
patent monopohes for inventions paid out of public funds because
nobody would use them unless his expenses were covered by a patent
monopoly.’ How does the risk in development, of & new invention
differ in principle from the risks free enterprise undertakes every
time something new is started? How does it differ from the risk a
man takes when he opens a new grocery store or a new hardware store
on a corner where none existed before? We would be going a long
way towards abandoning our free competitive enterprise system if we
granted lega,l ‘mionopolies for what are essentially normal business
risks. The giveaway advocates certainly have ma,naged to tw1st the

original purpose of patents out of all recognition. &

Senator Hart. I just want to maké the point, that there is at least
one character out loose who does take. the position that he would hot.
furnish his skills in pursult of a cure’ for cancer unless he s O'uaran—
teed'a'patent. T T T e .

- Admiral Riogover. Why Should a commlttee as’ august as thls one
pay attention to such a position?

‘Senator Hawr, We were listening- to the ageney that surrendered
tothat charactér in this one instance.

Admiral Ricrover. T would certamly requlre that agency to change

It rule’quickly, sir. ~ -

. Senator Excre. Is that the only fellow who could do the resea,rchg'
“Is'that the reason he could take such a position?

Senator Harr, The witness was not in the’ conference Whleh pro—
duced thé agresment, but presumably-—— . :

" 7 Senator Kxore. That is a fine state of affairs When there is only one
fellow in the country who eaninverit a’ cancer cure. * - :

Senator Loxe. You have a contract that allows you t0 ‘waste’ tlme'
and meney, and t.hen on top of tha,t you can have your prlce on 1t :E01

17 years. '

gdmll‘&]. RICKOVER. I beheve there ig orne element of Government
research ahd development you haven’t touched on,'and perhaps you
should, T read in'the paper sevéral months ago that the Department:
of Defense is now starting to hand ont money to -various orgariza-
tiens, especially the large cempa,mes, ]ust to do what they Wa,nt w1th '
it, with no specifie ass1gnment : ,
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Senator Lowg,. Not even mlth the rwht of 4 hcense not]fllno‘g o

T WIeh this cornmi 'ee Would ‘come up. Wlt‘ some way that ea,ch,
on of 1 us here could fret non *hls wonderful véaway of public funds.
'We cen core np- w1th-

something, sir. ' ' :
Senator Lo*xre And the algument there is that they want to en—
courage these people:to maintain their organizations: . '
Admiral Ricxovsr, You mean the ﬂedo’lmo ‘electiieal mdustry and'
thé fledgling steel industry end the ﬂedo-lmg electromcs mdustry AlI
these poor mfent industries. - ‘ o
‘Senator Love. I don’t beheve Senator Douglas }mows ebout tha,t :
He issitting there. " : S
‘Senator DOUGLAS No, ' _
Admlrel Rroxover, Did you hear that oneg o ' '
There is a recent regu]a,tlon set up by the Department of Defense
that they can just hand out money, grants of money -to anybody to.do
any kind of research and development they want. The (xovernment'
has no rights to it. :
‘Senator Loxa. The Government doesn’t even et the rwht to use it. _
It gets nothing. It just gives them the money eng -
Kdmlra.l Ricrover. T was asking the chairman how the people s1t—,
ting around this table cotild get in on this racket. j
_ Senator Doucras. It wou d be renrerded as a conﬂlct of 1nterest I;
do not approve of it.. -
Senator MCCLELLAN. Senetor Douo'las, did you have any questlons?
Senator Doveras. No, I have s no questions. - 2
1 say that I have no questlons ‘but there is one query that eomes to
my mind that probably has been expressed
Suppose a process is developed ot an invention dlscovered undér a
Government branch which, if it becomes pitented and known, has
lngh security value and. may get mto Russmn hands Is there any way,
o guard against that? - '
Kdmlrel RiCxoveR. Yes, sir. There is authorlty in the Atomlc En-
_ergy Commission, NASA, and the Department of Defense to have such
patents made secret. Furthermore, the Government retains the right
to be able to declare such a contract secret. That. can be done. . .
Senator LONG I was ]ust a,bout throurfh but I do Want to. ask you:
one thing, ;
1 said thls mornmg, and I We,nt to ask your reactlon to 11:, you have -
ot these 17 electrical .contractors, the biggest in the busmess, from
eneral Electric on down, that. Went before the Federal judge and.
pleaded guilty or nolo. contendre to this charge that they had been
systematically cheating and defrauding.the 17.S. Government when
they had. been blddlng for. procurement over:a permd 0f.10-years.:
Now what would be your reaction to.a. contractmg officer who sat
across the table i in that same 10-yeer period with these fellows: sys-
tematically - overpricing these things and practically stealing.our eye-
balls from us, you might ‘say, where they were bidding on that? . Do
you-think. the contractmg oﬁicer Would have: put the 51gnature of the.
. United States on that?..-.
Admira]l Rickover: I real]y do not k:new Whet contractm oﬂicers
~ of other Government agencies have in mind when they make these:
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_contracts. I am sure they fecl they act in the best interest of their
‘Tespective agencies, ' But 1t may be that long and close personal asso-
ciation leads them unconsciously to identify agency interest with the
interest of the men from industry who it across from them and with
‘whom they should be bargaining in a tough way. And then we have
this practice of moving people to and fro between business organiza-
. tions and policy positions in the executive departments of the

Government. . 0L L e

I know you feel strongly that, as you said in the Senate on May

16,1961 (Conigressional. Record, p. 7498)— . . Do
.private businessmen on loan to Government from large corporations; high-ranking
military officers, who expect, after they retire, to work -for some of the same
corporations with whom they .are now eigning coniracts, are holding out to
continue this patent giveaway. S S

" T have no information on this point., But I think one cannot close
one’s eyes to the fact that there is rapidly growing up. a powerful
military-industrial complex. "In his farewell address to the Nation,
:President Eisenhower warned that “we must guard against the acqui-
'sition of unwarranted influence, whether sought or unsought,” of this
‘complex. As he said “the potential for the disastrous rise of misplaced

power exists and will persist,”? 0. UL o0
X personally have Tong felf that this business-military complex has -
in it the seeds of a very real danger to the Nation. It cap reduce the
strong sense of 4 conflict of interest that is needed for hard bargaining
on a contract. The special interest of big business frequently seems to
outweigh vital national interests. The giveaway patent policy of the
‘Defense Department, in my opinion, ig'a case In point. "I think we
should take to heart these words in President Kisenhower’s farewell
address: - T T T T e s
" "We should take nothing for grarted. Only an alert.and knowledgeable
citizenry can compel the proper meshing of the hige industrial and military
‘machinery of defense with our peaceful methods and goals so that security and
-liberty may prosper-together. S T e e

How to make certain that security and liberty may prosper together
'is really the crux of the problem of patents in Government contracts.
~“- Whatever you in Corigress decide to do about thisproblem, in finsl
analysis everything depends on the people who face each ‘other across -
‘the table when’ governrnent, contracts are being negotiated. I have
“faced highly cooperitive and patriotic contractors; also others who
‘seem to be out for profit alone; some who seem to drive hard bargdins
‘with their Government; some who' did not ‘appear to give their best
services to the Government but put their less able people on (zovern-
ment contract work. Here T would like to digress and put in the rec-
‘ord the case of a man who belongs to 'the first category. ‘He is Mr.
Robert Paxton, former president of the General Electric Co. -I had ex-
perience with him when he was rurining the Philadelphia Switchgear
Plant of the General Electric Co. during World War IL. It was right
after Pearl Harbor. A ‘number of our-warships were severely dam-
-aged. It was essential fo return thém to service in‘the shortest possible
time. I will tell youthis: he furned‘that plant.inside out and they
‘delivered mew -electrical ‘equipment:for us in Tecord time.. ‘This en-
‘abled us to put those ships back into service much earlier than we had

‘expected.:
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T just want to mention this. = Of course, it hag no direct.bearing
on the distressing recent disclosures of collusmn by General Hlectric
and Westmrrhouse and others in fixing prices in Government con-
tracts. Whatever else may have happened, Mr. Paxton did do a deal
'tﬁ help when the gomg was hard and tough durmg the early part of
‘the war, -
"~ But do I know Whether there was collusion betweet. agency coli-
tracting officers and the electrical firms that were unlawfully fixing
prices when bidding for Government business? My answeris, I do
not know, but I cannot make myself: ‘believe that any agency contract-
‘inig officer ever: knowingly- made a contract Where there was coﬂusmn :
“on theindustry side.-
Senator LoNa. Let me brleﬂy get into this for a moment. , .
In my judgment, you are one of the few men I have known in the
‘military service who can be counted upon to say what they honestly
think, regardless of consequences to themselves personally.
Admlral Ricxover, I have given you the best answer I could
From my experience of many years in Government, I don’t know of -
any. I think people may have done foolish thmgs but not criminal
things. I think some officers and ‘other ofﬁcmls, some may have been
- taken in by adulation, by social entertaining and the hke that is done
for commercial purposes—mthat sometimes goes to a man’s head. But
I don’t—I know of no official who knowmvly has either given a con-
tract to a company or would have signed it if he thought there was
:collus:lon on their part.
_ Senator Loxng. Let me pose thls questlon to you, though Ac'imlml
.. Admiral Ricxover. Yes, sir.
'Senator Lowe. Standard Oil of New Jersey maintains a capaclty
for commercial construction. They are not interested in building
office bulldmgs or even their own plants. But they maintain th1s
ccapacity so that they can tell whether their contractors are giving
them the right prices. And when they ask for bids to.build some-
thing on that Standard Oil plant—they call it. Humble now in most
of the. producing plants—but when they ask for a bid, their own letter
ds lying out there on that table Wlih that. Sealed bld of theirs along-
side of their contractor’s.
Now if the low bid of their contractor is out of lme, if they thmk
‘those companies got together the night before and agreed-what they
were going to bid and that, one feIlow was going to get the bid with
the others _putting in complementary bids, then Standard Qil has its.
.own bid in there that is cheaper than the contractors’, and they
proceed to build that thing with their own contract labor.
* They know within one- qua.rter of 1 percent what they ought to pay
for anything that is constructed on that property, and they have bids
~against their own. contra.ctors Not that they want to bulld they
:'dOIl’t-

- And the same thing g goes for the Corps of Engmeers of the Army.-
They put a sealed bid on the table against their own. contractor, and
when those bids are opened, if this Army. Engineering bid is 10 per-
cent below the low bid on that table, then the Army Xngineers build
‘that. - They take their own boys: and go out-and build it. - And many
of those contractors are outraged when this happens, feeling that some
mcompetent officer has given ‘them a poor deal. And sometlmes they
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will hire a man, they wﬂl take one of t'he:tr best people a.nd hewe h:lm
_police the job and make surs that there is ho paddmg on the Grovern—
- ment. job to see that the-Government did the right thing, - .
* That is a wise and prudent thing to-do, and most commerclal firms
~do that type of thing , recognizing how those methods, methods of that
:gort, can prevent you u from being skinned. .- .. .
; Tow can we justify an officer, over a period of 10 years, 51tt1ng there
while these collusive bids were coming in with out suspécting. or re-
-porting or doing something to protect the Government’s interest ?
Admiral Riceover. If he gets dlﬂerent blds, how .can-the- oﬂicml
~ judge these figures are dishonest?
- 1 was witness in a Federal case in 1939 1 beheve, when the blds on
electrical cable for the Navy were-identical. Supreme Court Justice
Clark was then working for the Department of Justice. IIe prose-
; cuted the case and he was ableto prove they all used the same price,
© * But how is the Government official going to know there is collusion
“when he gets prices that are just a little different. from each other?
Of course, if the prlce is way. out. of llne he can suspect But I don
-see how he can tell.. .
-Senator Loxe. My nnpressmn is tha.t antitrust made that case and
made it stick just with a httle peanut &pproprla.tlon in thelr general
antitrust activities. :
Now, if they would come across that and get the ewdence to naﬂ it,
~make these fellows go to jail, it would be. difficult. for me to see how
a responsible and competent contracting officer could sit, there and
-L-get taken ; not just on one contract but. systematlca.]ly for 10 years.
Admlral Rickover. You understand my--work is:about 95 percent
,;.techmca.l T get:into the contracts only at-the end, to the extent of
grovmg them. after people come to me and say “We have got such
. such proposals for such and such 1tems, and we recommend 'you
a,ward it to so and so0.”. :
. Usnally, after we: get these- proposals 1 dlscuss them Wlth the oﬂi
,cla,ls of the. companies, and frequently I have been able to get: the
_prices down. . If I think the prices are still too: high, I send a team -
_of Government people into the factories to check up on their costs,
- their proﬁts Ido that at times, but it is very d1ﬁicu1t very time con-
’ qummg :
N don’t see how you can expect the ordma,ry person in a Government
. .agency 1o eerct that there is collusion. . If you start in ranning the
country on that basis, on the basis of d1stmst the whole thmg fa,lls
down.: You can’t.do that, . - _
- Senator MoCrELLAN. Senator Metcalf any questmns? S
5 ‘Senator Murcary., No. '
" Senator McCrrLrAN. Seriator I-Iruska, anythmcr further?
.. Senator Hrussa. No, thank you. . .
" Senator McCreLran. Mr. Wright, Would you care to ask a questlon@
Mr. WrramT. . Just two or three. |
Admiral, I noticed you.referred to, the practme of NASA now in
waiving t1t1e to inventions in certain cases after they see what the in-
_vention is, and I wondered when you said it was possible to determine
“the amount, the relative amount of contribution. that the contractor
“maleeés and of the Government in résponse to quéstions from Senators
“Hart atid Hruska, T believe, do you think that can ever be done be-
fore you see what the 1nvent10n 18 itself?
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Admiral Ricxover. No, sir. .
Mr. WrignT, Could you ever do tha,t at the stage Where you are let—
“tifig the contract? '
dmiral RICKOVI‘.R No sir, T thirk you mlght have to let the thmg
ride and have a provision Yor the recovery by the Government.

‘Mr: WrieaT. And'T ‘gather as far ag waiver is concerned you “have-
no objection to these waiver prowsmns providing thata pubhc record

“is'made or governmental record is made whlch shows why the t1t1e was

‘waived.” A T correct about thatt =

. Admiral ‘Rickover. Yes, sir.: T W()lﬂd.put the onus o:u the edmm—
istratoriand ot the other way' around -

Mr. Wricar. I see. ' '

- Admiral Rrcrmover. But' the Space Admmlstrator lms thet rlght

' now and the AEC hasit right now, too, o _ e

- Mr. WrienT. I understand. S A s
"~ Admiral Riogover, The law ig not completely restr1ct1ve Is says

_you can make a detennmatlon But under no circumstances -would I

letany ‘Goévernment agency gwe Government property away. Wlthout

a‘written record.

~ Mr. WrigrT. You would be setlsﬁed 1f there were a, presumptlon cre-

‘ated that'the Government ‘was entitled to title which could be Wa,lved-

~upon a proper showing on behalf of the contractor? - . -

. Admiral Riomover. You have tha.t now, s1r

Mr. WriegnT. Yes; I understand. - : o B

" Admiral RICKOVER Thatis why I don’t understand What is the 1ssue

~Mr. Wrrent. ‘We have that only in the AEC and Space
Admira] Riorover. Iknow, but the prish to amend the space evency
bill is the issue there. The'Administrator already hag the right, but he
“has to certify it. Now there is the proposal that this be chaniged so'he
_ won’t have to certify. Ithink the law should perhaps be clarified to re-
“quire the Administrator to make a through study and that he ]ustlfy n -

detail and in writing why he has dec1ded to give away a patent. The
“onus should be on him to justify the waiver of title by the Government.

‘Mr. WrignT. One other thing T want to ask you about: You say
you find it very difficult to ma,ke a-distinction between varicus fields in
which inventive activity occurs. It is a fact, is it not, that under the
present AEC practice they treat whatthey regard as so-called outfield
inventions differently from what they term infield inventions; that
is, inventions of some classes they will make a contract under Whmh the
contractor can have title.. If they are ot in the lmmedlate a,tomlc ener-

- gy field.” IS that right? -

Admiral Ricgover. Yes, sir, T thmk that’ is o-enerally the ce.se
Suppose & man has developed a type of instrument with his own money
and the AEC wants to buy a slightly different type from him, T think
they will make a contract where he essentially retains his equity. There
are many patents in the AEC field which belong to private contractors,

Mr. WrigaT, And you believe that pra.ctlce that the Commission
now pursues is, you think, adequate to take care of these'a '

Admira) Ricxover. Yes, gir; I thinkitis.

Mr. Wricrr. These special mterests of the contractor? L

Admira] Rrcxover. T consider the Atomic Energy Act is a pretty
good one. It certainly has stood the test of time. T believe thers have

.only been a very small number of cases durmg the entlre penod the
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Tdw b been in effect Whers aiiyone has complained, and thess were-

minor complaints that were readily remedied.”. . " o
If yoit can have any law where you only get such & small number of
complaints in 14 or 15 years, I think even the Senators here who are
lawyers will admit it i a pretty good law. It is a law that works no
hardship on anyone. It'protects the equities of the Government and -
of the contractor. s ' '

" Senator Hrusra, Mr. Chairman, T would like to agk Admiral Rick:
over, you have been discussing situations where you feel the Govern-
ment, as a result of its expenditure of money in a given field and on
a given project would be entitled to have the patent. . Once that hap-
pens, what will the Government do with the patent according to your
thinking? What willit dowith#? .. "~ - .. . .

Admiral Ricrover. The Government could do several things, For
example, the Federal Aviation Authority has decided to charge royal-

_ties. There have been cases where Government-owned patents have .
been used by industry without permission being asked, and the Gov-
ernment has done nothing about it.” I think the Government should
not chargeroyalties. -... ... . . - .o o

I maintain that once the Government gets title to an invention it

-should dedicate it to the public. - I think the bookkeeping, the bu-
reaucracy .that would otherwise be involved would be fantastic and
OXEPENSIVE. | ...crcoit i BT e e e S

. Make sure of quick publication; disseminate thé information rapid--
1y; let.anyone use it who: wants to.. That is what I suggest, sir. =
I'don’t know whether I have made clear my strong feeling that one

- of the most important things we must do today—and it transcends

in importance the:particular intracacies of our patent system—is that

we, must make information available quickly. That is the most im-.

P‘Ortantthi% SR i B I :1‘: " -:';‘;—',:j: FE T R PP
Senator Hruska. Then we get into the field suggested. by Senator..
Hart; don’t we, because-if it is an article.in common use or an article -
that 1s widely used, let us say, or used. in volume, the company that
has-the abilify.to fabricate them quickly and advertise them.quick-
ly and exploit them quickly, they are the big companies.. The small
any would not be able to do that, the small business. . . .- '

com T
: -_41-I-Ic)>we-‘v"'er‘you‘_d, fine. it—and. I agree with you there is difficalty in
defining small. business—would- we:then run into. considerations of
gefting into ‘monopely because those things would: tend to gravitate
into the hands of big business, the big producers? ... . . .. .

Admiral Ricgover: You could.do this: you might try to get some
definjtion of a small business. - Guve ther:some tax relief. : .. . . -
.There -are various-things you could do, but today getting scientific
information. out is absclutely essential: for the safety.of our country..
That is the point I want to'make here. - It is essential to our survival.:
In talking: here this afternoon I 'hope all of the members have: un- .
“derstood I 'am not primarily interested in the money aspect of the pat-
ent problem, that a company or individual makes a lot.of money out
of é)oiremment_ contracts or patents.. : That, to.me, is relatively unim- :
portant as compared with the grave danger we are in and the extreme
importance for our national safety of getting information out quick-:
1y. I would hope that as a result of these hearings; you might provide
for setting up an information system that would be at least as good as



the Russmn system. At present the Russmns have the best systenx for
dissemination of 1nforma,t10n _ , ‘ o

Senator Hruska. Of course, we are engaged in genera,l .leglslatlon
After all, if we are going to ’consider” bills along. the line of either
S. 1176 or S. 1084, it. il be. general legislation. It will not be legis-
lation which will perta,ln to articles or equlpment or. commodltles that_,}
will bear on this immediate defense project. -

Admiral Ricxover. I understand that, sir. But, f course, T am'
tallsing here as & public servant whose 10b it is to think about this.
~ and who has it evermost on hls n:und To me, thls 1s more Important,;

than anything else. =

" Senator Hrusga., T sure you do but, you See, it we are going to.
consider legislation like that that is.before us, I don’t know of a,ny‘ s
field.of act1v1ty which will not be embra,ced in 1t ‘

‘“Adimar] Rickover. That is right, sir, RPN o

" Senator Hruska. Because there is searcely an actlwty that any of‘_
us know of that doesn’t have sorne Govemment money 111 1t For ex- -
ample, tools or the toohng process. .

~Admiral Ricgover. Yes, 'sir. e B SR

Senator HrRusgA. Measurmg devmes, drugs and medlcme A_nd in"
the ‘case of public works, dam. locks or.gates; chemicals of all kmds
farm implements ; textlle looms; fork.Tifts, _fuel tractors or.guns, éven -
as simple s thmg as’a shotgin or a revolvei' or a machinegun, - Th :
boom for a weed spreader or lignid fertilizer dlstmbutor “There™
isn’t’ any of those activities, ‘nor any other actwlty that you ¢an ‘thinls
of today. tha,t doesn’t have m some form qu1te dlrectly Government-’*
funds in it :

“ Adiniral RIGKOVER Perhaps our dlfﬁcultles stem from tying in the :
patent situation with antitrust laws, It may be that. I think we’
‘hive really got a ‘huge overall problem or Tathér two problems, and
there is a confluence of these two problems, and that is why you! can’t" :
come toa 31mp1e Answer. 7 ¥

“But I'would say this’ from: wha,t I know of 1ndustry, and' T have;t
dealt with: industry  for many: years and I am’ also’ Tamilidi “with-
scientific and éngineering technigiies, T say: that T 'consider the value .
of- patents to be’ overmted and that the overratlng tends to confusef
and hinder us:™ 7"

T undgrstand that the p‘u-tlcular aspect we are talkmg about toda.y‘
is whether the Goveérnmeiit should own the patents it pays for.  But’
that is only part of the problem T belisve it would clarify the prob- .
lem if the entire issue of patents were-to be reexamined. A reevalu-
ation, bearing in mind basic principles, ‘might demonstrate that the
pa,tent isstie 1g obfuscatmg other more important issue. =

“You see, it may be if we did- away with the patent issue our prob- ]
lemis would be simpler. There is‘an analop;y with the Department of :
Defense,  When ‘we had the Army and: Navy, we had two difficult.
probleims. When we- got the: Air Force the difficulty multiplied geo-'
metrically. Tt would be a good idea, I believe, to separate the- several :
paits of our problem and get one- 1fter another out of ‘the way. T
want to.stress onée more that in-my opinion - -the patent system: ig:
overrated, today It was a good systém when it was set up initially.
It served its Jpurpose; but like everything else; 1t needs to be ada,pbedig
to changmg economlc and pohtma.l condltlons - T
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In any institution there must -be.change: -1t must be reexamlned
It it has been gom on.fora long time new .values appear and have..
to be considered. - %ertam thmgs that once Were heldp to be. eternal,
truths no.longer are so...: -

- At one time a lot of people beheved in slevery Tts virtues were
argued persuasively,. indeed with even greater oratorical fervor than.
the giveaway patent case is: presently bemg argued. But today no.
one, believes in slavery. any longer. In time perhaps no one will be-
lieve in giving away. public: property, on the say-so-of a government .
agency and without express authorization by Congress.. . There are
many things we thought were true at one time that today wenolonger
" think are true. ‘The patent system is not sacred.: I think it should.
be reexamined. Since the original purpose of patent monopolies was
to stimulate individual inventiveness and our modern industrial setup -
renders patents very nearly ineffective for-this purpose,.it might be
advisable to consider establishing a different system of awards for.
employed. inventors. . Germany has. a mandatory system of rewards
for inventors employed i in industry ‘and in government. As.it now.
stands, the patent system in our country does not, preduce. the maxi- .
mum’ pos’51b1e stimulug-for; inventive effort. -We can’t afford to let
this: go.on.: Ra.pld technologlcal progress has become a cond1t10n of .

survival. - ; i
" Senator HR'USKA Then we Would haVe to Wewh i;he hmdranees thet
nmight develop 28 A’ result of . a,bohshlna or- radlcelly amendmv our
patent laws;: : -

Admiral RICI{OVBR No good thmg ever comes 111to the World that
doesnlt-bring withit-other things-that are not'good.. - Tha.t ig What
you have to-pay for progiess. Nothing isunalloyed..- -

Senator Hrusga. I am speeklng of that process of rea.sonmg or,
logie.: 'We'say thers:are a lot of detriments to the present patent sys- -
tem: S0 wearé going:to change that patent system. “And then we-
get new evils and new hmdrenees A:od you ha.ve to ba,la,nce them ;
don’tiyoud:: s i

Admiral Ricxoven. Well I hope you don’t beheve tha,t 11fe is or:.
derly, that you cai ever O'et life to be orderly and loglcal As
politician you know that it is not true; sir.-

Senator Hrussa.! We strive for. it.- We have to strlve for 1t.
~Admiral Rrokover. ¥Yes; and -I'hope you find the I—Ioly Graﬂ
Other people have not.
© Senator Hrosga: Fi that balancing process to Whlch I refer I Sm
not: looking for the Holy Grail: T am looking for a system tha,t ha.sr.
: the least dlse.dvantege to our proo'ress as'a civilization. i

< Admiral Rickover.' Today the imimediate ;problem tha,t faces s is
national survival. - When welived in an era-when this horrible prob-:
lem of survival wasn’t facing us‘with such immediacy; we could do
many thmgs thet 1n today 5 s1tuat10n have beoome unw1se, even
dangerous 5

“Anysystem Works, ina fashmn But toda,y T thmk you ha,ve to :
look at everything ‘from the standpoeint of national survival.  This.
may indce you to make some‘changes which are good fromthis stand--
point but which may have some deletermus eﬁ'ects elsewhere That
: ]ustcen’t’behelped su' S A S L



“Senator Hruska. I think's:guidance ‘systéin’ on'a submarine that
will take the submarine under' the North, Pole bears on national sur--
vival, but when a forklift in a: “wareliouse is improved in some way,’
and the company who 1mproves it.happens to have & pdtent, on the
forklift at the same time; 1t-is difficiilt as'® practical mattér to see the
the casual relationship. "The forklift has nothing to dovwith national
survival, and it is the necessity of ‘general legislation to deal with the
guldance system for a’submarine and also with the forklift improve=
ment, you see. Both have to be’all under genera,l leglsla,tlon and'
how are you going to separate the two? : f

"Admiral Rickover. All you can do is lay’ down genera.l stetntoryi
principles with guidelines and purposes.. The Congress does this and -
gets’ around the difficnlties youn mentioned: by providing ‘a_certain’
amount. of discretion to the administrator to adgudloate and’ decide
the problems that arise: ' I this manner there can be :Ea.lrneSS to ther'
Government and to the contractor.: : :

You remembeyr I stronﬂ'ly urged that When a -man: has equlty in-

something like the: forkllft tha,t equlty should not be taken awa,y-
from him; not at all. :

Senator Hruski, Yes, you have been very falr on that a,nd 1 thmk'i
that would be very equitable, but as a'lawyer I am hméered a-little:
bit by the necegsities of proofs, and those thmgs mvolved 1n the proc-
ess of adjudication, - -

Admiral Rickover. Yes, but lawyers are: not the ()n]y people who-
have something to say about how thlS country 15 run. Why don’t you' _
try to get. ﬁp from other people?:: :

- Setiator Hrusxa, We try our best.: We call Wltnesses in hke your-i
S(%lft . T&V’e ask for msplrat;mn from you, and I thmk we: have got a lot'
of it'toda; :

Adm1ra¥1 RICKOVI.‘.R 1 dldn’t glve you much msplratlon My knowl-i
edge is limited. T .am-a naval officer with teehmcal knowledge, a,nd'e
my views:are limited.::! Fam nota lawyer.: . i

Senator Hrusea. If your views are hmlted I thmk our: prayers
should be for more 11m1tat10ns on k_nowledge '

+ Thank you véry much’r ¢ .-

Admiral Riosover. Thank you sir, Pl e

Senator McCrLELLAN: Gentlemen, any questlons‘t? ‘

~Admiraly would you care to;make a:closing sta.tement or any fur-
ther comments? :

*Admiral: Ricxovee. The: ‘only thing T 'can’ say is. that I am. dee
grateful for having been given the opportunity. to talk-with this 1s-:
tmgmshed group.: I appreciate the courteous waiy T have been treated,.

T have tried to give the best advice I could: : I-don’t know whether
it will be-helpful, but at least you have ohe.another V1eWpomt -

T haveno ax to.grind. I amnot apatent lawyer - .

‘T do-not believe the public, the taxpayers’ part in thJs matter from-
all that I have read, has been adequately presented. I respectfully.
suggest you tell the patent lawyers to-stop making that same old speech -
and get another one.. Again, sir, may I thank.you for your courtesy.:
If there is:anything: else.I can.do,if you requlre addltlonal mforma,—;
tion, I shall be orily too glad to help.’:

Senator McCrerran. Thank you, Admiral. We epprecmte your
coming. And from the standpoint of the Chan' at least, this was a
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new problem, and it hag become rather complicated and we try to go
through it and study it, and my first impression was that you ought
not. to have one agency of government over here doing one thing and
another agency over here with the same contract or maﬁ:i.ng a different
contract for the same government. There ought to be some uni-
 formity. . '

1 don’t know just where the real equities are, but we have gone into
this to try to study it. : ‘

Admiral Rickover. I certainly would have uniformity. The TVA,
of course, says their problem is unique. The DOD says their problem -
" igunique. When you finally get down to it you will find you have 183
million unique problems if you hear enough people.

. Senator McCrerraw. That is true. We have to do this in almost
all legislation. You have to make some provision, have to leave some
discretion in administration, and you have to do this. '

"Admiral Riceovir. To answer your question, if you stated what the
policy was to be and left the administrator to be guided by that, I
think the problem could be worked out. '

.Senator McCrerran. Thank you, Admiral.

The committee will stand adjourned.

(Whereupon, at 4 :20 p.m., the coramittes adjourned. )
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