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Mr. Chair~an and Members of the Committee: 

I.'"v"~ C:.;.C ,t-.51Ec:::-e6 1..-0 ;:.pp-=ar LOCa.y l.a CO;.!.l:,e-1)t on t..}-,e 

un_i~Cr3iLYf 0ta ~ll 30s':~I'-':'s ¥s"'cnt :-'ro--eee" cc: LC' , '. 21 ~ c --_ .. c. 

Dh030S2J Act woula establish a Government-wide patent 

'< 
~ 
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policy for Federal agencies to 
",-t{ CJ~h'L5 

follo\\' in Geal ing w-;i: L:. ~J.,c.ll 
~ 

bl>;Sjn.GS£ ~na r:GRpre,cjt oX":~n;7at;Q"""s performing GOvErnr:-,ent 

suppoited research and develop~ent (R&D). It .would also 

establish a framework for the licensing of Governrn2nt-ow~ed 

inventions. 
.r> 

I would like to bri.efly discuss the~~nt policy I 
position of the Commission Procurement and ! 

the findings of the Comm" ee on Government Patent Policy. 

I will also sumElay-i""ze our recently completed review of the i .. 

patent poJ,i-Cies and proceoures of four Executive 2gencies 11 
that'was conducted at your request. 
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Tbf2:re have been 2 nLJi7'.~er of c:t~e:;,pts ~o .r::~.ta:'lish a 

unifcrm F5tent policy for t~e F~~E~al Gover~~~nt. ForErro(:~.s t 

~TI'0~g t~~m have been the Pre5id~n~5s1 ~.: ej:I:::- e. DO o.2m 2no S~c~e-

Ti\~!lt of GOVErn.ment Patent Poi icy firE"t issu~a in 1963 eno-

then revised in 1~71. T~ese attempts ~ave bEen ~E12ti~ely 

unsuccEssful and p81icy ha-s 6evelopea over t~e YEars on an 

2sency-by-agency b~SlS. ~hcre ~l-O ~.~i~c \!-r~-rj-e~ in +~'e .. "=\, _ •. '- ..... '- .................. c_ -c:. "- ~ _ '-~. "' __ 

agencies have interpreted ·the Fresi6ential policy and piece-

meal l~gislation bas ~aae uniform implementation by the 

~9~nc~es incrE2singly difficult. As a ~esult, ~oday t1ere 

are G?prcxi~ately 20 different patent 2rr2nse~!ents ~ffiployed 

by th~ various Executive agenCIes. 

The propcsed legislation would, .in 9U- opinion, 20 a 

long ~2Y in overcoming this confusion. lt 6ea·ls Explicitly 

with licensing 2nD sets forth ownership provisions £or ~l 
G-a,,-, ".r~.jl- (?-J/v..-" ~f-v-yL I . 

bpcir"e=gg and B5_,pr"uS: i L o!cc]l:~c;;tions. Ec·",c.ver, c:J"c t:-2~t-

-Trler,L -e-f at1--.er business entitjes woula sLll1 oe governE-a-by 

?re.s :'-?e-n+-ja 1 pol jcy or statute .. 

CO'·;!·;JSSION ON GOVERN!o';2l'1T PROCUR2!·:ENT 

1,./ 1'171/ 
The bi~artisan Co~~ission on GovernD~nt Proeur~rr:2nt, 

wi-deh ineluoed IT1E:mbers from the Senate', Rouse, Executive 

Branch agencies, ~na the private sector, ~as establis~ea to 

l-eCOTlITilend improvements in all aspect.s. of procurement policy .. 

A r.2jor tas}~ group of the COi7lmission revie"'2c Government 

:;:-otent policy. 
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The C~mmission placed consid~r2ble i~portance on the 

-·-need for GO-~7Err.iTIent potent policies to stimulate COmiTle-r-

ciaifiation of inventions. its Dece~b~r 1972 renort stat~d 
",- -

that effective patE~t policy must take advantage of the fact 

that aEvelop~ent will be ?ro~oted by these ~2ving an ex-

elusive interest; at the same ti~e, t~e policy must p~oviae 

for others to exploit the invention if an exclusive interest 

Does not procDce the oesired re8ult. 

The _Commission "'as skeptical of the ?resi&ential policy 

because it relied on after-thE-fact disposition of patent 

risDts. 7hey S2W t~at policy cs causing celayed utilization 

of discoveries, increased a~ministrative costs, and a lessen-· 

ing in the willingness of some firms to ~articiDcte , - in GaVErr.-

~ent research work. 

Nevertheless, the Comm.ission reC08TTienOea prompt ana 

uniform implementation by the Executive 2gencies so that 

further asseSSITlent could be based on actual experi~nce. If 

such an assessment revealed weaknesses in the policy, the 

Commission suggested a legislative approach \o,'hi .. ch v,7ould permit 

retention of title by contractors, subject to ffiarch-in rights 

and other safeguarcs. It also recom~ended legislation granting 

all agencies clear-cut autho~ity to issue exclusive -licenses. 

The Commission considered the Federal Council for 

Science and Technology's Committee on Government Patent 

policy to be in the best position to assess agency progress 

in irn~le~i~nting the revised policy. 
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L01'~:~ITTE~ ON GOVE;?J~.I\~ENT PATENT POLICY 

Tl-:.e COifL7ni t tee on Govcrnr:-:ent Pa tE:nt Pol i cy I v.'h ich 

incluDea rc?"1.-esE:ntatives from TIlcst of the'R&D agencies, 

evaluat~d EX2cutive agency exp~rience under ~he ?resi-

cential policy end conc} Dee·it, 
"' ... - in 2.975, ~. \..nat it hca not ~een 

e££ectively or uniforrnly iT:-:?12I7:ented ~ The COIT~it~ee founa 

that patent policy legislation was DEeded to unify agency 

practices for allocating rights to contractor inventions and 

to clarify agency authority to 9~cnt exclusive licenses for 

Government-owned inventions. 

The (oJItmit"tee'.s conclusion tbct legislation V.~as !leeCeO 

appEsrs to have been influenced by two situations. First, 

there ~as the enactment of patent legislation 2p~licable to 

ihoividu21 agencies, porticu12~ly Section 9 of the Feqeral 

!';onnuclEcr Energy Research ana Development Act of 1974, "~i th 

title-in-tne-Government orientation. The same language h2S 

since been incorporatea by re-ference in otber acts affecting 

various agencies~ R&D progr2:.IT!s, such as the \>:ater resources 

and solid waste disposal acts. 

The second situation wzs the confusion created by two 

la-v.'suits brought against the Gove!.-pmEnt, by Public Citizens, 

Inc., that questioned the authority of Federal agencie& to 

exclusively license inventions and allow Government con-

tractors to retain title ·to inventions. Because both suits 

were dismissed for lack of standing to sue, and not on their 

merit, the i~sue was not resolved. 
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2XECUTIVE .l;GSNCI2S PROC;:'D~'P"'S .L.ND PP.'>C'I'ICES 

GAO reviewed the current patent procedures and 

practices at selected agencies and found-that the ?resi-
',-

oenti2:1 policy haa not bE:=n impleme'r..t€="o uniformly. Agencies, 

in establishing procedures for determining rights to inven-

tions, are often free to move in alncst any.airection. 

The most notable recent chan=es have t2}~en place at 

the Department of Health, Education, and Kelfare and the 

DeDar~ment of Defense with resnect to nODnrofit orcaniza-... .........J -

tions. These two 2gencies follow the Presidential policy. 

During fiscal year 1978 th~y proviaed ever 60 percent of 

Federal R&D funding for. colleges and univer~ities. 

~ -_we> y.~i J 1 21 So a j SCDSS 'tbe Department of Energy and the 

KatioDal heronautics and Space Administration, both. of which 

oDerate under policies established by statutewe.,,-~ 
vletl,...~,~ (,';) 0-110. 

~ i{ 0 

Department of Health, Education, and Welfare 

Aoministrative oevelopmehts During the last 2 years at 

the Department of- Eealth, Education, and Welfare (HEW) ~ppear 

to be leading to a reversion to policies and practices 

followed at the Department prior to GAO:s 1968 report to the 

Congress.-
C-cA, J 

At that time v."e repor ted that HE\~ was retaining t_itle 

to inventions resulting from research in medicinal chemistry. 

This was blocking development of these inventions and im-

peding cooperative 

commercial sector. 

efforts between universities and the 
0-# U 

~ found that hundreds of new compounds 
A 
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developed at unive~sity laboratories had not been tested and 

scr~ened by the pharrn2ce~tical industry because msnufatturers 

~ere unwilling ~o under~2ke the Expe~se ~ithout some pcssi-

bilitv of obtaininq exclusive richts to further 6evelo~~ent ..I. _ -" _ 

of a pro!lli s i!"lg ?:COG:.Jct. 

G-"fo 
To correct this, y.:.e SL'9gestea to the Secretary t1-Jl:~t B:ST~'1; 

expedite determinations of rights and use Institutional 

Patent Agreements (IPAs) ~hich would permit universities with 

approveo technology tr2nsfer programs to retain 2nd admin-

ister principal rights. REV,' followed our suggestio;;s enc, 2S 

of Oeiober 1978, had implemented agree~ents with 72 institu-

tio~s. The Kational Science Foundation, another major agency 

suppo~ting R&D at colleges ana universities, besan using these 

agreements in ,1973. IPAs were endorsed for Gov2rn~ent-wi6e 

use by the Com;nittee on Govern;nent Patent Policy in 1975. 

In July 1978 HEW's Office of General Counsel circulated 

for comment 2 patent policy ara£:..t repo!:"t recorr:.;r;enoing that 

the De?ortment's use of IPAs be recor.sidered beca8se IPAs 

delegate to grantee institutions po~er over the desirability, 

method, ~nd pace of development of inventions. This, the 

report stated, was conceptually inconsistent with any HEW 

objective other than rapid com;nercialization. 

Seginning in November 1977, the HEW Assistant General 

Counsel for Business and Administrative Law had begun de-

laying review of case-by-case determinations of rights 

prepared by the Patent Branch. In a statement issued 

6 

" . 
• 

----~~--~~~~~~-------------~~------~~----~ 



• 

w~~\U!:I\f U 

~uaust 15, 1978, the General Counsel acknowledaed that a 
~ ~ 

backlog of C2ses existed and said it resulted from a more ", 

Cal-efuI revie",~. The pur?cse of this review, accor6ing to 

the General Counsel, v;as to rr.ake sure that ~'Ssi9nment of 

patent rights to universities and research institutes did 

not stifle competition in the private sector in those cases 

where com?2tition could bring the fruits of resEcrch to the 

public faster and more economically. 
"~~D 
~ found that the Assistant General Counsells revieW of -

craft oeterminations curing this time v.~2:S averaging 6 months . 

affir~ed the correctness of the Patent 

....---.---: 
In three, ~le\'l~ 

-. -,' ..,.------:- '. . braDen s aetermlncLlon 

We Examined four cases in some detail. 

----_ .. 

to grant title 
. ---------

to. the contract.9r~-"-""'· These rev iews 

cO~~he files on two of 

tqok from 

8 to 15 months to the cases 

contained n~iaence of a review by the Assistant General 

Couro Review of the fourth case took about 14 months, 

reversing the oeterminati6n of the Patent Srcnch ano r2-

taining title for the Department. 

The Pharmaceutical Manuf.acturer~ Association is 

concerned about HEI\'~s celays in procEssiTlg inoiviau21 cases, 

reevaluation of patent policy options, and possible re-

version to patent practices a'na proceaures used prio"r to 

our 1968 report. In a recent letter to the Secretory of 

HEW~ the Association pointeo out that the research-based 

prescription drug industry feels more strongly than ever 

that an exclusive interest is essential if Govern~ent-

7 



• 

\1)]
',\ ::'" ';" i; " 
\ lL~,{ i[,\\r II 
.' C\:'Ji.i-IJ U 

financed new dru~ com?ou~ds are to enter clinical pYogr~~:s 

funded by the private sector. The Association stated, ~In 

our view, B~W's patent p~licy should not be structured so as 

to ~~estrsin or regulate~ ttle ~"a i 1 abil {:i:y of • _.L • lr:.venLlons 

e c;ulL;no L C"'" "~'k~ ... ~'"' "'- - .... h r _ L_ -' ..:..r HI ~-,h ... t::SccIL ... This strikes us 2S truly -an 

attempt to suppress tech~olo3Y to the aetri~ent of the" 

publ ic .. '~ 

Department of De:e~se 

The policies and regulations of the Department of Defense 

are based on the Presidential policy. Most Defense contracts 

a110\\' contractors ~7ith an establisheo cOI!~mEr~ial position to 

retain rights to their inventions. 

Because nonprofit institutions generally racked an 

established cO:-:-iITlercial pcsi tion, Defense intel*preted the 

PresiDential policy as requiring the use of a aeferred 

aeterrr.ination clause--\-.~here rights are oetermined after cD 

invention has been ioentified. HOWever, for many YEars the 

Department got around this by u~ing a 'Isoecial situations" . . , 

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

contractor type of tla0se ih contracts with certain .qualifying 

universities and nonprofit organizations. 

In August 1975 Defense, with no advance notification, 
, 

revised its regulations, discontinuing use of the ~special 

situations~ exception. Instead, it required universities 

which ,,'anted a title retention ,clause to furnish information 

to the contracting officer for deterillining whether the work 
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to be ~erformed ~2S in a field of technoio6v -directlv 
- ,.I... _ 
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related to an area in which ·the university had an effective 

te~hnology transfer prbgram or an established nOrigovern-

-c···L-l --~-r ~ 1 ~CiL~ ! ....... D:..::: CLJ,U_"c_c .... a_ P ....... _,_L_on. 

BeC2l;se of the additional aC2"minist:Cctive bUrOE:D rr,c.ny 

h · .. .1...... • • J,.. ., 1 . ~, ,'., • researCl lnS~lLU~lons sUDsequenL~y e_ec~ea not to S~~~l~ ~~2 

. r .L.' il ~'--'se reou1·r-a' .cor-~' "'-1· ~le _.1... J-' 1-'-l.n.1.0rIT,2L10n l..e..!...c::'J. - ......... t',.!. LDe L L leLenLlon c_c~se. 

As a result, there was cn 80 percent inccease in the use of 

of deferred determination clauses by Defense during fiscal 

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

shewed that, although contractors~ requEsts _~or greater 

_rights in identified inventions were approved in all cases, 

the Department took from about 1 to more than 7 months to 

Bake .these oetenninations . 
• :i"" 

The Uni?ersity Patent Folicy Subcommittee of the 

Committee on Government Patent Policy reported that it 

2ppearea that. a deferred determination often 2Cts against 

the expeoitious development and utilization of inventions 

by delaying a decision that· could have been made at the 

.' .c.c d· tlme OJ.. .Lun lng. Administrative costs of both the Govern~ent 

and universities 5re unnecessarily increased by the need to 

prepare, review, and respono to requests for rights on a 

case-by-case basis. 

The Navy noted in February 1976 that not only had 

an additional administrative burden been placed on univer-

sities, but that the time ~ecessary for contracting and 
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ratent officers to ma};e a aetermi~ation on the ap?ropriate 

Fatent clause had increased drastically. In 2.977 the p.ir 

Force, after con6uctinc a thorouoh review of the rev'ised - -
~olicv, deter~ined that the prsc_tice of oualifv!nc insti-_ .J ... .. ... 

'.-

tutions for each contract was moving in a 6i~ection co~nter 

productive to a cost effective, reasonably acceptable policy. 

To date, Defense tas not implemEnted the ~se of 

Institutional Patent Agreements. This inaction and HE~'S 

·reconsideration of the use of IPAs are particula~ly difficult 

to understand because they run" counter to Government-wide 

?atent policy studies. 

Department of Rnergy 

The Atomic Energy Act of 1954 and Section 9. of the 

Federal Nonnuclear Energy Research and Development Act of 

1974, 2S amended, govern Department of Energy (DOE) patent 

policy. Section 9 is pro!::>ably the most' oetailec r compre-

hensive individual statute enacted to cate. It provioes 

that, normally, the DOE Secretary ~ill take title to in-

ventions. But, it also gives the Secretary discretionary 

authorit~--to ~aive rights to contractors if certain criteria 

are ITlet. 

The results of operations unoer the Nonnuclear Energy 

Act of 1974 are significant because, as I noted previously, 

the same language has been incorporated by reference in 

other statutes. DOE appears to be functioning adequately 

under its legislated patent policies. However, there are 

10 
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proDl E;r:.S. Our review of ~ r~cent year's cases shewed 'that 

. ' f.,.;Je time for ....... .. oel...ermlnlng . • ':L rlgnLs to identified inventions 

was lengthy" 2~er2ging about 13 ffionths. D;)~ reco"nizes 

that its :?olicy crectes probtE;r~s £01- !:)oth t:-;e,l)~;:.a:rt:rilent 

and its prospective contractors. Delays in the R&D con-

tracting proceSs are caused by the substantial bilr6~~s 

created by petitioning,. negotiating, ana detEr~ining ~aivErs. 

we feel that a patent policy that provioes for 

Government ov;nership places a l:?urden upon the DepartmEnt to 

seE; that the resulting technololgy is utilized. It becomes 

the Govermsent~s responsibility to obtain Domestic and 

foreign patents, ,to aDvertise their availability for licens-

ing, to negotiate licensing agreements, to aev~lop relateo 
. . 

technology packages, and to enforce the patents against 

unlicensed users. since the Department has only limited 
I 

I 
res6urces to carry out these ~ ~. 

.LUnCL10ns, it is likely the 

commercial potential of some DOE funded inventions may never 

, I 
I 

be realized. 
• 

DOE~S mission is to work in a cooperative reletionship 

..... 'ith industry to develop cOii1it1ercial energy alternatives. 
j 

It works, therefore, in creas with high com~~rci21 sensi- , 

tivity. In this respect, the Department noted that there 

are contractors which refuse to work with it because of 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 
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Fat~nt Agreements whereby a contractor or grantee with 

an opproved technology transfer program has first_ option 

to principal rights. It i~ ~ossible tha~ other aoencies . ~ 

governed by the same statutory lanauaoe mav no~· adoot 
-' - - ... 

patent policies in line ~ith-the IPA apprcach. 7he pro-

~osed Act ~e are considerina to3av ~ill eliffiinate the - ~ " 

uncertainty by authorizing the IPA approach. 

National Aeronautics and Space Administration 

The National Aeronautics and Space Administration~s 

patent procedures are governed by Section 305 of the Space 

."ct- of 1958. N.~SA obtains rights .:..' ..1-.' LO lDVenL1.0nS reported by 

its contractors unless its Aa~inistrator waives these rights. 

These procedures are similar to _DOE.t,s except that reCOTitrr.€:n-

dations for granting ~aivers are made by an Inventions and 

Contributions Board. 

THE BAYH-DOLE BILL 

./ The proposed legislation addresses the administrative 

2na·~·tegislative-bc.sed p.roblE~s of the agencies. It ·would 

establish uniform Government-v.'ide procedures under which 

small business, university, and other nonprofit organizations 

could obtain title to inventio~s arising from Governrnent-

supported R&D. It would also establish clear authority 

a.nd 2 uniform framework for licensing Government-owned 

inventions. 

v The proposed Act would place initial responsibility 

for commercializing research results on the inventing 
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contractor--the organization or individual ~ith the ~\ost 

intere~t in and knowledge of the inventiori. It would 

provide the Government \oI~ith ·'.';T,arct-in ': ri9hts. These 

rights limit the administrative burden because they w6uld 

be exercised only in specified situ~tions. 

Studies have shc~n that of the 8,000 inventions 

disclcsed a.nnually to the GovErnment, only a handful· attain 

COffiT1lercial importance. It woule be hoped that an Ecsing 

of the red tape leaoing to determinations of rights in 

inventions would bring about an improvement of this record. 

The Act should solve a numbe~.of ·significant probleIT.s 

not currently satisfied by the Presidential policy~ This 

is especfally true in regard to agencies~ deal~ngs with 

universities and nonprof~t organizations. However, it is not 

the uniform Govern;nent:-wiae pol icy envisioned by the· ProcurE-

ment Commission in that it does not gOVErn patent rights for 

larger contractors. As far 2S it goes, it is a clear legis-

lative mandate establishing p61icy'that is badly needed. 

The Act would also proviae authority and a legislative 

framework for the licensing of Government-owned inventions 

(proposed sections 208-211). Its statutory guioelines would 

make clear the authority of all agEncies to issue exclusive 

licenses under patents held by them. 

Under a title-in-the-contractor policy applicable to 

all contractors, this licensing authority would generally 

apply to in-house inventions of Federal employees. However, 
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beca~se larger contractors are not covered by the title 
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retention provisions of the bill, the licensing provisions 

ere also eDplitable to inventions of larger contractors - ~-

·~~}-Jen the GOvErnTilent reta ins ti tle. I wopld be concerned if 

the Fe6eral agencies were to use this licensing authority as 

an authorization to retain title to inventions of ~ontractors 

not covered by the Act--specifically contractors which do 

not qualify as small business or nonprofit organizations. 

This is not to say that there will be no situations in 

which contractors! inventions will require Government licens-

ing to bring them to- application. But it has been the ex-

perience of agencies with policies of granting title to the 

contractor that a willing contractor-inventor is more likely 

to Expeoi tieD.sly cOITGT;ercialize an invention thaD a Government 

licensee. 

I ,,'ant to comment particularly on section 202 (b) of the 

proposed Act. This section establishes an oversight role 

for GAO. GAO would be notified of agency deter~inations when 

the agency was retaining title. If our monitoring revealed 

a pattErn of nonconfolJnity with the spirit of the }~ctr we 

would so notify the head of the agency and request an ex-

planation. At least annually, we would be required to report 

to the Judiciary Committees on the Act:$ implementation by the 

agencies. 

Our preference is to not be required to monitor patent 

Doliey imolementation in this manner. We nrefer to consider . . . 
14 
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this 2~pect of an 2gency~s operation as part of our overall 

reviews of procuring and contracti~g functions and R&D pro-

S-:-c.J:':E. As you k~ow, we nor~ally inform agency hea6s and 

the Congress wten we find agencles not properly fulfilling 

their s~atutory respo~sibili~ies. The iffiplernentation of 

this Act bv the acencies and the efficiency of the acencv's 
~ -' -".... ... 

o~n rnonitorship could be included in our normal oversight 

reviews .. 

In summary, we believe a clear legislative stateffient of 

a uniform, Government-wide patent policy is long overoue. 

~hile the propcsed Act is limited to snall business and non-

profit organizations, in our opinion it provi6es a legis-

lative b2sis for pr:ogressing to a uniform polici for 211 

contractors. Also, we do not believe a formal role for 

GAO needs to be mandated in the statute. vii th these 

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

clari~y the mud61ed patent sitGation that presently exists .. 

It will provide the Federal agencies with a clear state-

~ent of the policy supported by the Congress to ensure the 

expeditious commercialization of discoveries from Government 

funDed R&D. 

Mr. Chairman, this concludes my statement. I ,'>'i 11 be 

happy to answer any questions you or the members may have .. 
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