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£.414 - THE UNIVERSITY AND SMALI, RUSIKESS ?
PATERT PROCEDURES ACT
e
pgepOS?&—#ctAwould establish a Government-wide patent
_ : C , ) ' : ) ) 947 _(Jaﬁkchﬁij
policy for Federzl agencies to fcllow in dealing wtir—erzll
. _ - , A
buwsiness—end-nonsrefit orcanizaiians performing Govermment
cu“pOELed rESCorch znd development (R&D). It -woulid also .

_y

estzblish a2 frezmework for the licensing of Government—owned
inventions.

I would like to briefly discuss the zatént policy 1

position of the Commission on Gowefnment Procurement and

the findings of the Commitfee on Government Pstent Policy.

I will also summzriZe our recently completed review of the .,

r -

patent policies and procedures of four Executive zoencies

that“was conducted at your reguest.
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cnifcrm Tatent »policy Ior inpe Fecderal Government. TFOremost
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ETCND iThEm NEVEe Deen the Presigdential Memorandom &end State-
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v the vzrious Ixecuvtive zgencies.
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The propesed legis 1atiOn would, An—evxr-onipion, SO 2

long wev in overcoming this con
with licensing &nd sets forth ownership provisions for small
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?reﬁigcﬂ+121 nolicy or stztute.

COMMISSTION ON GOVERRMENT PROCUREMENT
A0ty

The D.Eartlscn Cormission on Government rrocuve went,

L

which inclucded members from the Senate} House, Executive

ranch zgencies, &nd the private s=ctor, was ablished to

924
W

recommend improvements in all aspescis of procurement policy.
k mzjor task group of the Commission reviewed Government

zetent policy.
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“ The Commission placed considerab

“nzed for Government patent policies to stimvlate commer-

that efiective paterit policy must iake advantazce of the fact

thzt Gevelopment will be promoted by these having an ex-
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exploit the invention 1if an exclusive interest
does not produce the desired result.’

The Commission was skeptical of the Presidential policy
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e it relied on after-the-ia of paten

rights. They szw that policy es

cs
of discoveries, increzsed edministrative costs, and 2 lessen—

Nevertheless, the Commission reccmmended prompt and
uniform implementation by the Executive zgencies so that

ctual experience. If
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further sment could bes bhzsed o
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ssesgsment revealed wezknesses in the policy, the
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such an

Commiscsion suagesied & legislative zpprcach which would permit
o“m - - .Lp Fay

‘retention of title by contractors, subject to march-in rights
and other safeguards. It also recommended legislation granti

211 azgencies clear—cut authority to issue exclusive .licenses.

The Commission considered the Federal Council for

" Science @nd Technology's Committee on Gevernment Patent

‘Policy to be in the best position to assecss agency progress

in impleménting the revised policy.
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LD”VITTE: ON GOVEZKMERT PALTENT POLICY
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Th e ConmlLtee on GOV: nment n

-

included rep;esentatives from mcst of the’ R§D &agencies,

evaluated Ixecuiive agency sxperience under cthe Presi-
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oractices for allocating rights to contractor inventions and
to clarify'agency éufhority to grant exclusive l censes for
Govefnment_owﬁeﬁ.iﬁvéhtiéns;_

The COmmittéefs.conclusion that legisiaiion‘was neeadead

mpears to have been iniluenced by twe situvastions. First,
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there was the enactiment of pstent legiglztion appli

o
1k
jre

a1

ings 1 agencies, particulerly Section 9 of the Federal
Nonnuclear Energy Research and Dsvelopment Act of 1974, with
title—in*the—Government orientation. The same language has

since been ¢ncornoraLed by reference in other zcts eifecting

rariovs acencies! R&D programs, such a2s the water resources

0
s
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.

and solid waste dispcsal &

The second situation wes tSe confusion created by tﬁo
lawsuits brought'against the Government, by Public Citizens,
Inc., that gquestioned the authority of Federal aéencies~tb
exclusively license inventions znd allow Government con-
tractors to retain title to inventions. Because both suits
were 01 115586 for lack of standing to sue, and nop on their
mérit, the issuve was not resolved.
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YECUTIVE BGENCIES PROCEDURES END PRLECTICES

CA0O reviewed the current patent procedures and N

practices at selected acgencies and found-that the Presi-
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ormly. Agencies,
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in establishing procedures for determining rights to inven-

tions. These two szgencies follow the Presidential policy.

-
1))
0N
\E
o

L2+
m
o
~
[
Lo
~J
juel
ri
by
{!]

ke

!U
rt
O
<
,-I'
o)
1))
o ]]
Q
]
LY
I
[s2]
o
U
m
L
9]

h
o
fu
o]
Fh

o -
~de will eigo discuss fhe Depariment of Energy and the

t

Xztional Leronautics and Space administration, both of which

operate under policies established by statutesvetac q Qﬁ

viey bt owe A éj Gu o ‘
Department of Eealth, Education, and Welfzre

J
(=
-
rt
2

kdmirs ative developments during the lest 2 vears at
the Depariment of Health, Education, and Weliare (HEIW) cppear

to be lesding to a reversion to policies and practices

folicwed at the Department prior to GAO's 1968 report to the

.

Congress..
(- 2

At that time e reporited that BEW was retaining title
to inventions resulting from research in medicinal chemistry.
This was blocking development of these inventions and im- |
peding cooperative effo;ts between universities and the

- o

commercial sector. Je found that hundreds of new compounds
A
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‘objective other than rapid commercialization.
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eveloped at university lazborztories had noi been tested and
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screened by the pharmaceutical industry because manufacturers
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biaining exclusive richts to further develoovment
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To correct this, vggested to the Secretary ihat

expedite determinations of rights &nd use Institutional

. Patent Agreements (IPzs) which would permit univer cities with

approved technology transfer programs to retzin and zdmin-
ister principal rights. 'HEW followsd our Sucaestions znd, =as
ot Ocz ber 1978 had implemented zgresments with 72 institu-

tions; The National Sciesnce Foundation, another melor agency

versities, began using these

=

supporting R&D &t colleges and un

nts in :1973. IPhs were endorsed for Governmenit-wide

M

zgreem
vse by the Committee on GoverqﬂenL Patent Policy in 1875.

In July 1978 BEW's Office of General Counsel circulated

. .

for comment 2z patent policy drait report recommending that

oy

rtk

he Depariment's vsé of IPEs be reconsidered because IPAS

e to grant

delegat ee institutions power over the desirebility,
method, and pace of development of inventions. This, the
report stated, was conceptually inconsistent with any HEW

Beginning in Wovember 1977, the HEW Assistant General
Counsel for Business and Administrative Law had begun de-
laving review of case-by-case determinations of richts

prepered by the Pztfent Branch. In a stat 'ent lcsued




careful rev

mugest 15, 1978; the General Counsel :zc) wledoged that a’

ECKnow g
" backlog of ceases existed znd said it resulied from a more

e

ew. The purpese of this review, zccording to

the General Cdunsel, was to mzke sure that azssignment of

W

rztitent rights to universities and research instituvies &id

not stifle competition in the private sector in those czses

where competition couvld bring the fruits of research to the

public faster and more economicalliy.
{enrrao : ,
Ve found that the Zssistant Generazl Counsel's review of -

érafi Sdeterminetions during this time was averaging 6 monthes.

we examined four ceases in some detail. 1In three, EEg,zevzew

"
zifirmed the correctness of the Patent Branch's determinztion

g "
,r’/.

to grant title to the contractgrf’”These reviews itook Irom

./r/’/f/ |

€te. The files on two of the cases

=

Vidence of a review by the Assistant Generzl

Review of the fourth czse took about 14 months,

reversing the determinaztion of the Patent Brancﬁ end re-
taining title for the Department.

The Phérmaceutical Manufascturers Rssociation is
concernad about'EEW{s elays in processing indiviéual caség;
reevalvation of patent policy.options, and pcssible re-

version to patent practices 2hd procedures used prior to

b

our 1968 report. In a recent letter to the Secretary o

.HEW, the Association pointed out that the research-bzsed

prescription drug industry feels more strongly than ever
that zn exclusive interest is essential if Government-—
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firnanced new drug compcounds are to enter clinical programs
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funded by the private sector. ' The Ahssociztion stated, "In
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inventions

resulting frem REW reseazrch. This strikes us as truly an

ions o
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The policies &nd reguls

. 1y

the Depertment of Defense

are based on the Presidential policy. Most Defense contracts

v

oy

zllow conirsctiors with an establi
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hed commercial position to
retain righis to their inventions. -

Because nonprofit institutions generally lacked an
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blished commercizl pesition, Defense interpreted the

a2l policy as reguiring the uvse of a Jdeferred
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invention has been identified. BHowever, for many vears the

Department got around this by using a "special situations®

[T

section of the Presidential policy to put a title-in-the

e
ho,
te]

contractor type of ¢lavse in contracts with certain .gualif:

universities and nonprofit orgenizations.

, In 2ugust 1975 Defense, with no advance notification,

-

revised its regulations, 6i§continuing use of the.fspeciél
situatiohsj'exceptibg. Iﬁstead, it réquired universities
' wﬁich wanted a title retention .clause to furnish_information
E ' to the contracting oificer for determining whether the work

D 8




P

to be periormed was in a field of technology directiv

related to an area in which the univérsitylhad an effecfive
teéhnhlogy transfer_prbgfam oY an establisheé'noﬁgovern—.
mentzl commercial pesition.

Because ©f the additionsl adminisirative burden manv
research institutions subsecuvently elected not to submit tre
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information Defense regui

s a result, there was zn B0 percent increase in the use of

Q .
th

deferred determination clauses by Defense during fiscal

year 1976. ~ Our review of cases processed during that year

showed that, although contractors! reguesis for greater
rigchts in icdentified inventions were approved in a1l czses,

ma¥e thcse determinetions.

.The Univefsity Patent Policy Subcommittee of the
Committee on Government Patent Policy reported that it
apéeared that a éeférfed.6eterminatioh'ofteh acts against
the expeditidus cevelopment ahd vtilization of inventions
by éelaying a decision that could have been mazde at the
time of funding. JAdmiﬁistrative costs of both the Government

and universities are unnecessarily increzsed by the need to

prepare, review, and respond to reguests for richts on a

-

ety

cese~by-case basis.
The Nzvy noted in February 1976 that not only had
an additional administrative burden been placed on univer-—

sities, but that the time necessary for contrazcting and
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Iinstitutional Peztent Agreements. This inesction and BEW's
reconsideraztion of the use of IPAs are perticuviarly difficult

to understand because they run counter to Government-wide

J-ut -

Datent policy studies.
Depertment oI Energy

o]

The Ltomic Energy Act of 1954 and Section 9 of the

federz]l Nonnuclear Energy Research and Development Act of

epartment of Energy (DOE) patent

o

policy. Section 9 is prebably the most detailed, compre-
hensive individuzl statute enacted £6 date. It provides

that, normzlly, the DOE Secfetary will tzke title to in-

ventions. But, it alsé gives the Secretary diScrefionary
authority to waive richts to contractors if cgriain criteria
aré met.

The results of operations uvnder the Nonnvclear Energy
bct of 1974 zre significant begause, zs I noted previéusly,
thé same languace has been incorporzted by reference in
other’statutes. DOE appears to be functioning adequately
uﬁaer its legislated paient policies. Howevér, there are

i0




croblers. Our review of & recent vear's czses showed ‘that

[

the time for determining righ%s to identified inventions

wze lencthy, averazging about 13 monihe. 'DD;_recOghizés

creazted by petitioning, necotiating, ang determining wzivers.
Wwe feel that a patent policy that provides for

‘Government ownership places a burden upon the Department to
see that the resulting technololgy is utilized. It becomes

the Government's responsibility to obtain domestic and

[

foreign patents, to advertise their availability for licens-

ing, to negotiate licensing agreements, to develop related
technclogy packages, znd to enforce the patents against
unlicensed uszers. Since fh; Department'has'onlg limited
resburces to carry out these functions, it is ;ikely the
comméréiai potential of some DOE funded inventions ﬁay ne&er
be realized. T

DOE's mission.is ﬁo wOork in a coo?erativé'relétionship

. | -

with industry to develop commercial energy alternatives. ‘
It works, thereiore, in arezs with hich commercial sensi-
tivity. In this respect, the Department noted that there
are contractoré which reifuse té_work with it becausé éf its
patent policies.

One other problem we noted is that DOE has taken the
position that Section 9 does not allow it to use Institutional

11




Fetent hcreements whereby a contractor or grantee with
an approved technology transfer program hzs first option
to principel rights. It is possible that oither zgencies

governed by the same stztutory languace mav not adopt

patent policies in line with-the IP: =zpprcach. The pro-
posed ACT we gre considering today will eliminzte the

uncertainty by zuthorizing the 1Pz approach.

Netionel Aeronautics and Space AZéministration
The Keational Aeronautics and Space Administration's

patent procedures are governed by Section 305 of the Space

et

Zct of 1958. NASA obtains r

its coniractors unless its Administrator waives these rights.

‘These procedures are similar to DOE's except that recommen-

Fhy
bt

cations
Contributions Board.

THE BAYHE-DOLE BILL

The proposed legislation addresses the administrative

and™fegislative-based problems of the agencies. It would"

estzblish uvniform Goveranment-wide procedureg under which

small business, university, and other ncnprofit orcanizations

could obiain title Fb inventions arising from Government-
supported R&D. It would also e§tablish clear authoritg
and & uniform framework for licensing Government—-owned
invent;oﬁs.

The proposed Act wovld place initial fesponsibility
for commercializing research results on the inV8n£ing

12

ghts to inventions reported by

or granting waivers a2re mwmade by an Inventicons and

-




[N

N
o,
oy }
rF
H{
w
9]
(4
a
[
1
1
—+
o
m
Q
=
\Q
U]
)}
b
o
i
rt
-
0
=
O

r individuzl with the most
F-

interest in and knowledge of the invention. It would

crovide the Governmznt with -"march-in

I

rights lim

et

the zdministrative burden becavse they wduld
be exercised only in specified situvétions.
Studies have shcwn that of the 8,000 inventions

disclcsed ennuvally to the Government, only & handful. attain

commercial importance. It would be hoped that an eesing

‘of the red tape leading to ceterminations of rights in

inventions would bring about an improvement of this record.
The Act should solve a number, of ‘significant problems
not currently sztisfied by the Presidential policy. This

gealings with

Y
n

is espscially true in regard to agenci
universities and nonprofit organizations. However, it is not
the uniform Governmenit-wide policy envisioned by the Procure-—

-

ment Commission in that it does not govern patent rights for

far

n
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larger contractors. A s it goes, it is a clear legis-

t is badly needed.
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lative mandate establ ;
The Act would also provide authority and a legislative

frazmework for the licensing of Government-owned inventions

o

(propcsed sections 208-211). 1Ite stetutory guicdelines would

make clear the avthority of all agencies to issue exclusive

licenses under patents held byﬁthem. )
Under artitle—in—the—contractor policy zpplicable to

all éontractors, this licensing avthority would generally

apply to in-house inventions of Federal emplcyees. However,

13




bezcavse larger contractors are not covered by the title

r

il

v

tention provisions of the bill, the licensing provisions

are also appli?able to inventions of larcer coniractiors

when the Government retzins title. I would be concerned if

eéeral agencles were to vse this licensing zuthority és
‘an zuthorization to retazin title to inventions of coniractors
" not covered by the Act-—specifically contractors which do
not gualify zs small business or nonprofit orgcanizations.

This 1s not to say that there will be no situations in

which contractors! inventions will reguire Government licens-—

J=te
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ng to bring them to zpplication. But it has been the ex-—

nce of &

M

5
a

- .

e encies with policies of granting title to the

e

te]

contractor that é willing contractor-inventor is more likely
to expeditiously cpmmercialize an invention thén g Government
licensee. |

:I want to comment particularly_on section 202({b) of the
proposéa Ect. This section establ%shes an oversight role
for GaD. GAO would be notified of agency determ%nations when
the agency was retaining title. If our monitoring revealed
a pattern of honconfbrmity with the'spirit of tﬁe Act,'we
would so notify the_head of the agency and reguest zn ex-
planation. At least annually, we would be reguired to report
to the Judiciary Committees on the Act}s implementétion by the
acencies.

Our preference is to not be reguired to monitor patent
policy implementation in this manner. We prefer to consider

14 y .




this zspect of an agency's cperetion as part of our overall

reviews of procuring angd contracting functions and R
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thelr stztutory responsibilities. The implementation of

own monitorship covld be included in our normal oversight
Treviews.
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In summary, we believe & clear

W

tive statement of
& uniform, Government—ﬁide patent policy is long overdue.
while the oropesed Act is 1imited to small business and non-
profit orcanizations, in our opinion it provides a legis-
lative basis for progressing to a uniform policy for all
contractors. RAlso, we Go not believe a formal role for

GL0O needs to be mandated in the statuie. With these

reservations, we believe the Act will go a long way to
' r

clari;y the muddled patent situation that presenfly exists;
It will provide the Federal agenciés.with a8 clear state-
ment of thé policy supported by the Congress to ensure the
expeditions commerciaslization of discoveries from Governmen£
funded R&D.

Mr. Chairman, this concludeg my statement. I will be

heppy to answer any guestions you or the members may have.
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