
GOVERN~IENT PATENT POLICY

THURSDAY, .rUNE 3, 1965

U.S. SENATE,
SUBCOMMITTEE ON PATENTS,

TRADEMARKS AND COPYRIGHTS OF THE
COMMITTEE ON THE JUDICIARY, .,

Washington, D.O.
The subcommittee met, pursuant to recess, at 11:10 a.m., in room

3302, New Senate Office Building, Senator J ohn L. McClellan (chair­
man of the subcommittee) presiding.

Present: Senators McClellan and Burdick.
Also present: Thomas G. Brennan, chief counsel, Edd N. Williams,

assistant counsel, Stephen G. Haaser, chief clerk.Subeommittee on
Patents, Trademarks, and Copyrights, and Horace L. Flurry, on be­
half of Senator Hart.

Senator MCCLELLAN. The subcommittee will come to order.
Counsel call our first witness.
Mr. BRENNAN. Mr. Harry Page of the National Association ofMa,n­

ufacturers.
Senator MCCLELLAN. The Chair will make this observation, we

were unable to carry out our schedule for hearings yesterday afternoon
because of an issue that arose on the floor of the Senate that required
the presence of the members of this subcommittee. And this morning
we had previously scheduled a meeting of the Government Operations
Committee that I felt I could not postpone-s-it was the second time that



GOVE'RNMENTPATENT POLICY 299

Section 4.: Since patent rights" are provided for,under the..Constitution, they
are granted to promote the welfare Ofthe people. ',The term "welfare" can, and
has been construed by the courts .se broadly that it could be argued effectively
that all patent rights emanating from Government contracts should be acquired
on behalf of the United States. This would be so in those instances wherein Con­
gress has specifically authorized the expenditure of the funds. For the courts
to find otherwise would be, in effect, to find that Congress had misappropriated
public money;

,We therefore urge that the term "welfare" be deleted from section 5(a) (2),
line 6, page 7.

;To further clarify section 4(a) (2), page 7, the following language excerpted
from the Sa.ltonstall bill S. 789 is suggested:

"(2) The purpose of the contract is for exploration into fields in which the
Government has been, at the time of contracting, the sole or prime developer and
in which the national security, public health or safety requires close control of
further development of such invention and its uses; or".

Section 8: Whereas patents issued on behalf of the United States are the
property of the citizens of the country and the use of such patents should be en­
couraged for the benefit of all, we urge that certain portions of section 8 be
changed.

,Section 8(a) : At end of paragraph change period after "purpose" to a comma
and add "provided that no such patent shall be enforced by the United States
against any citizen of the United States".

Section 8 (b), lines 8 through 11, page 15: Change to read "Any such license
may be granted for the effective period of the patent or for a more limited period
of time, and shall be granted to citizens of the United States, without the payment
of royalty to the United States".

Mr. PAGE. Mr. Chairman and members of the subcommittee, my
name is Harry C. Page. I am patent counsel of Clevite Corp. and a
member of the Patents Committee of the National Association of
Manufacturers, on whose behalf I am testifying today.

The National Association of Manufacturers is a voluntary organi­
zation of business enterprises, large, medium, and small, located in
every State.

These manufacturers account for the production of approximately
75 percent of the Nation's manufactured goods.

I have a prepared statement which has been submitted for the record.
This generally supports S.1809, the McClellan bill, and S. 789, the
~" • 11 L01' T ... ~__~~A~ Q 1QQQthp. T,()no'hill.
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Mr. CAPPELLO. Mr. Chairman, my name is Henry J. Cappello. I
am appearing in lieu of Mr. Perry who presents his apologies for not
being present. It was impossible for him to rearrange his schedule
to be here today.

Senator MCCLELLAN. He has been here, has he not,waiting to
testify?

Mr. CAPPELLO. Yes.
Senator MCCLEDLAN.I apologize to him but there was no other way

that we could handle this. .We attempted to do the best that we could
under these circumstances. We could have heard him yesterday af­
ternoon had we been able to keep up with our schedule, but this could
not be done.

Mr. CAPPELLO. Weappreciate the opportnnityto appear.
Senator MCCLELLAN. You may proceed.

STATEMENT PRESENTED :BY HENRY J. CAPPELLO, ON BEHALF OF
J. P. PERRY, CHAIRMAN, SMALL BUSINESS PATENT POLICY COM­
MITTEE OF NATIONAL SMALL BUSINESS ASSOCIATION

Mr. CAPPELLO. Mr. Chairman and members of the committee, I
am an attorney in general practice, Mr. Chairman, and I am also a
consultant to the National Small Business Association in the field of
patent policy and Government procurement and 1 also happen to be
secretary-treasurer of the Space Recovery Research Center, Inc., Boca
Raton, Fla., which is engaged in manufacturing aerological devices
and has a stronz parent-oriented position.

Senator MCCLELLAN. Would you like to have Mr. Perry's state­
ment presented for the record or do you wish to go through it?

Mr. CAPPELLO. I would like to highlight the statement for you.
Senator MCCLELLAN. Why not put the statement in the record?

Would you not like to havethat done?
Mr. CAPPELLO. Yes,' sir. I will just pick out the salient points, that

is, excerpts from the statement by Mr. Perry.
- .... ,,"I -1 L_u__ ,-_L .~£ l\/f"...,.Ur.,."'''''"TT
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technology by providing mammoth infusions of money and only
money, it is not so clear to us that the paramount commercial rights
to new technology in fairness and good conscience should not belong
to the contractor.

The Government has no interest normally in the commercial ap­
plications and is norma.lly not in a position to encourage the optimum
exploitation of the commercial aspects of the invention.

Senator MCCLELLAN. You know what the argument is there-the
Government paid for it, for the time and wages and the effort that
went into that contract; and, therefore, it ought to get all of the bene­
fis from the contract.

Mr. CAPPELLO. I think that cur position is that the Government gets
exactly what it pays for in the contracts. The real thing that we are
all concerned about is whether the public interest is served by the
Government taking title to these inventions.

Senator MCCLELLAN. \!Vhat you are contending is that even though
the Government paid for it and the contention is that the Government
should own it, it is not best overall for the country, for the economy,
generally, to have the Government own it because it is more likely to
be developed, processed, and marketed if it is left in private hands.

Mr. CAPPELLO. That is correct. In our view the Government as an
owner is no more than a trustee for the people, for the Government is
not an owner as I would be an owner of a patent. The Government
represents the people in this area. The important thing is what use
these patents would have that would be most beneficial to the public,
not the Government.

Senator MCCLELLAN. The Government should serve the public, but
the crux of it is how is the Government going to do it, is it going to
go out and proceed to further develop and refine, further improve
and test and do all of these things that are essential in most instances
before the patent is marketable?

How is the Government going to do it? The only way that it could
do it would be to contract it out to somebody and tomake such a con­
'- ..~~'- +1,~ "n~h_ ,~1,~ rl~n" thQt i" lilr"h, tn. """";"" "nn -mn111n liln:>lv 1'1',-
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the general practice .of the Government to secure a license from the
patent owner or to buy directly:from him.or.his.licensees,

Even with the requirement for expanded advertised procurement
following World War II, the problem of patent infringement was
still not of significant importance and simply because under procure­
ment directives one of the recognized exceptions for this negotiated
procurement was authorized was patented items. In good faith the
bulk of Government procurement patented items continued to be
under license or by negotiation limited to licensed sources.

The current dilemma stems from .recent Comptroller .General de­
cisions beginning in 1957 and which hold insubstance-

(1) That negotiations for patent articles is not proper solely
on the basis of their being patented;

(2) That the Government must resort to advertised procure­
ment for patented articles and .accept bids from infringing
sources: and

(3) That the sole remedy for infringement under these circum­
stances is a suit against the Government in the U.S. Court of
Claims.

The practical effect of these decisions is that procurement officers
are in the position where they now must induce infringement of
patented articles.

Related effects of these decisions show up in-
(1) The reluctance of procurement officers to negotiate for

licenses for patented articles;
(2) Subterfuge on the part of Government representatives in

attempting to obtain proprietary articles, plans, and specifications
with the ultimate goal of inducing submission of 'bids by un­
licensed sources based on the samples submitted, specifications, or
a general requirement for a named proprietary item "or equal"
and; ,

(3) Studied attempts to develop patentable improvements of
proprietary items under Government research and development

L i, __ ,,1_ <-~ r1A-I'",,+ +ho. or-i o-inn.I devoloner's pro-
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curement with the patent holder or his licensees under these cir­
cumstances. Recent decisions by the Comptroller General, however,
have prohibited awards to low bidders where it could be demonstrated
that the Government had used without authorization the proprietary,
but unpatented,designs of other concerns. This brings us to the some­
what unique conclusion that the inventor is ina more favorable posi­
tion vis-a-vis Government procurement if he maintains his design asa
"trade secret" than if he patents iLWehelievethat the present state
of affairs completely overlooks the 'fact that more (YftBn tlHl.n not the
inventor seeks a patent on his discovery not so much in the hope of roy­
alties but rather in the hope of enjoyingsome small preferential posi­
tion in the manufacture of his brain child. Passage of S. 1809 would
provide much needed protection to individual and small business pat­
ent holders without at the same time depriving the Government of
means of circumventing the unrealistic demands of unreasonable or
uncooperative patent holders.

AWARDfJ

From our association with inventors we feel thatthe awards provi­
sion (section 11) of S. 789 has much merit. Despite a formidable
record of past contributions to our society, the individual freelance
inventor is .slowly vanishing-from-the scene--'-quite possibly inman)'
instances due to his inability to live contently in the disciplined sur­
roundings of most businesses.

RECOMlVIENDATIONS

The foregoing described legislation contains, in at least three of the
bills, legislative language which is intended to alleviate most of the
problems which we have discussed earlier in the statement.

We feel that the most nearly acceptable language is contained in
S. 1809-McClellan bill-s-and we suggest the following amendatory
hnO'lHl.O'p. to accomplish revisions to implement our prior recomrnenda-



GOVERNMENT PATENT POLICY 309

3. Providing an awards system for inventors of meritorious inven­
tions or discoveries, whether or not patentable, submitted to the Gov­
ernment, which represent significant contributions to National Secu­
rity or to the Public Welfare, and

4. Increasing the meaningfulness of issued patents by authorizing
more examiners, improving quality of searches, and establishing a
separate court to determine validity of patents.

Senator MCCLELLAN. Thank you very much. Are there any ques­
tions Senator?

Senator BURDICK. No questions?
(The prepared statement of J. P. Perry follows i)

STATEMENT OF J. P. PERRY, CHAIRMAN OF SMALL BUSINESS PATENT POLICY
COMMITTEE OF NATIONAL SMALL BUSINESS ASSOCIATION

Mr. Chairman, my name is J. P. Perry. I am appearing here as chairman
of the Small Business Patent Policy Committee sponsored by the National Small
Business Association of Washington, D.C. I am also president of Eastern
Rotorcraft Corp. of Doylestown, Pa. I also have with me today Mr. Robert
Custard who is patent counsel of the American Scientific Corp. of Alexandria,
Va. and Mr. Henry J. Cappello, who is a consultant to the National Small Busi­
ness Association on patent policy and Government procurement, and also secre­
tary-treasurer of the Space Recovery Research Center, Inc. of Boca Raton, Fla.

A. HISTORICAL BACKGROUND AND PHILOSOPHY OF THE PATENT SYSTE!.{

Our committee represents a group of over 20 creative small businessmen who
have a strong economic and philosophic interest in the patent system. \Ve
believe that the patent system was designed and has evolved, in theory at least,
to benefit primarily the individual inventor and small business. Historically
speaking the patent system evolved from English institutions wherein inventors
and entrepreneurs of industries founded on new inventions were granted a
limited monopoly, in derogation of the common law and the statute of monopolies
which proscribed private trade monopolies granted by the Crown in ordinary
commodities, such as salt.

Our forefathers in providing for limited monopolies for inventors in our Con­
stitution drew on English law, and an ancient and worldwide institution which
was and is still remarkably uniform. The patent system has been and remains a
strong bulwark of our American economic and political institutions. We be-

. • '"- ~ -_. .!- --.... "" ....._ ......~ .......... ; ...:.;t';"U';ii"ol ·rvD.D._
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we are preventing them from obtaining a dominant position in the industry.
This is antitrust law-not patent law. Denying patent rights to all R. & D. con­
tractors, large or small, on this premise, is evidence of the confusion which has
been injected into this issue. The principle of limited monopoly for all patent
holders, large, small, dominant or dominated, should be clear and uncontroversial.
Cutting down patent rights because of unfair trade practices incident to holding
patients is unsound and unfair to the vast bulk of patent holders. The remedy
for unfair trade practices on the part of patent holders is to prosecute them
under the antitrust laws. In appropriate cases .the. courts may require patent
holders to give unlimited licenses, with or without royalty, or in extreme cases to
dedicate the patents to the public. No segment of business can be more adversely
affected by devaluations of patent rights than small business. To the extent that
the protecion of the patent laws is lost or diminshed, creative small business will
suffer or disappear. We can only urge this committee and the Congress to
examine the motivation and the credibility of anyone who attacks the patent
system or grants of patents on the ground that this enhances the position of
market dominance for the grantee.

3. Status ot patents held by the Government
Up until very recently we had been of the impression that when a patent

was acquired by the Government, however acquired, that the patent was in
essence dedicated to the publlc. The most that has ever been required even for
a license to use a Government-owned patent, to our knowledge, has been to
submit certain reporting information to the Department requiring a. license.
The military departments which hold the bulk of the Government's patents. do
not even have a system for issuing licenses, but in the past seemed to assume
that the patent held by them were dedicated for free use by the public.

It has come as somewhat of a shock to us to learn that the Department of
Justice in a pending case has asserted Government patent rights to background
inventions in general use in the electronics industry as a counterclaim to a suit
for patent infringement of certain electronics patents by the Government.

I'Ve believe this is a reversal of former policy and unsound in principle. As a
constitutional question it is doubtful that the Federal Government has any right
or power to deal with its patents as an ordinary individual owner does with Its
patents. The only sound position for the Government, in our view, is to dedicate
in essence its patents to the public for unrestricted use, the purpose of patenting
by the Government being only to prevent unentitled persons from patenting the
same technology due to failure of the real developer to do it. Reasonable report­
ing or other restrictions should be imposed where licensing is deemed desirable;
for example, to control the quality of the product, but no royalties or limited
licenses should be permited. To do this would be to place tremendous power
"nil inftl1Pl1(>P in thp hs nd s of hnrPflll(>rilts who miaht be tempted to use it for their
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mitted a patent owner to sue the Government as well as others for infringement.
In 1918 the statute was amended to extend the remedy of compensation to cover
infringement by contractors on Government business and to limit such remedy to
claim solely against the Government, in order to prevent delay in wartime Gov­
ernment procurement through court proceedings, based on allegationsof patent
infringement. The practical effect of this statute was to secure to the Govern­
ment the power to cause infringement of patents without tear of injunction
or other harassment against its contractors. Between wars resort to this
statute languished, primarily because, in the few cases where procurement of
patented items occurred, it was general practice of the Government to secure
a license from the patent owner or to buy directly from him or his licensees.

With the requirement for expanded advertised procurement following World
War II, the problem of patent infringement was still not of significant impor­
tance, simply because, under procurement directives, one of the recognized excep­
tions for which negotiated procurement was authorized was patented items.
In good faith, the bulk of Government procurement of patented items continued
to be under license or by negotiation limited to licensed sources.

The current dilemma stems from recent Comptroller General decisions begin­
ning in 1957, which hold in substance-

(1) That negotiation for patent articles is not proper solely on the basis
of their being patented;

(2) 'I'hat the Government must resort to advertised procurement for
patented articles and accept bids from infringing sources; and

(3) That the sole remedy for infringement under these circumstances is
a suit against the Government in the U.S. Court of Claims.

The practical effect of these 'decisions is that procurement officers are in the
position where they now must induce infringement of patented articles. Related
effects of these decisions show up in-

(1) The reluctance of procurement officers to negotiate for licenses for
patented articles;

(2) SUbterfuge on the part of Government representatives in attempting
to obtain proprietary articles, plans and specifications with the ultimate goal
of inducing submission of bids by unlicensed sources based on the samples
submitted, specifications, or 'a general requirement for a named proprietary
item "or equal" ; and

(3) Studied attempts to develop patentable improvements of proprietary
items under Government R. & D. programs so as to be able to defeat the
original developer's proprietary rights and incidentally acquire by implica­
tion all background rights.

The impact of the Comptroller General's decision at least in connection with
proprietary and nonpatented articles has been softened by recent changes in the

_. • -- --- ---~ Ta ........., .. l«'>.....;:...... 'nel mnln'h 'l·p.nniT'p'$lnn encourage the pnr-
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may be granted by the meeting of'one or more restrictive tests. We think that
even under meritorious circumstances, the individual or small business inventor
faced with the burden of a protracted controversy with a Federal Bureau will
abandon efforts to seek a waiver. For the foregoing reasons we believe that
individual and small business inventors would favor the title and license pro­
visions ofS. 789 and S. 1809 over those of S. 1899.

Section 9 of S. 789, if enacted, would prove most beneficial to the individual or
small business patent holder whose patent has been infringed under Government
procurement. The remedy conferred by 28 U.S.C. 1498 is by suit against the
Government in the Court of Claims. .Such action is beyond the resources of
mostrsmall patent holders and is generally otherwise unrewarding since the
"compensation" so awarded is never greater than that which would have been
obtained under a negotiated license and no recognition is given of the patent
holder's extensive legal fees. While the executive departments may theoretically
administratively settle claims, settlements of thi's nature seldom mature since
the consent of the unlicensed supplier is necessary if he has indemnified the
Government. There is clearly 'a crying need for effective and inexpensive means
to satisfy the just claims of small patent holders so affected; and we would most
strongly recommend that legislation providing such procedures be enacted.

A somewhat related proposal is contained in S. 1047. The Comptroller General
in August 1958 ruled that the bid of the unlicensed low bidder must be accepted
even if a valid privately held patent will clearly be infringed, since, in the Comp­
troller General's opinion, the patent holder has under 28 U.S.C. 1498 a remedy
by way of suit against the Government. This decision further prahibited negoti­
ated procurement with the patent holder or his licensees under these circum­
stances. Recent decisions by the Comptroller General, however, have prohibited
awards to low bidders where it could be demonstrated that the Government had
used without 'authorization the proprietary, but unpatented, designs of other
concerns. This brings us to the somewhat unique 'Conclusion that the inventor
is in a more favorable position vis-a-vis Government procurement if he maintains
his design as a "trade secret" than If he patents it. We 'believe that the present
state of affairs completely overlooks the fact that more often than not the inven­
tor seeks a patent on his discovery not so much 'in the hope of royalties but
rather in the hope of enjoying some small preferential position in the manufac­
ture of his brainchild. Passage of S. 1809 would provide much needed protection
to individual and small business patent holders without at the same time depriv­
ing the Government with means of circumventing the unrealistic demands of
unreasonable 'or uncooperative patent holders,

Awards
From our association with inventors we feel that the awards provision (sec.

11) of S. 789 has much merit. Despite a formidable record of past contributions
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. ~,.i(c)upollde:l1i::ll of a ·petitioll for certio1.'::lrf,if tb.e deterDJ.lll::lttoll has
been affirmed or the petition for review has been. dismissed by a U.S.
court of' appeals; or .... " .

" '( d) uponthe expiration of 10 days from the date ofissuance of the
mandate of the Supreme Court, if such Court directs that the determination
be affirmed or that the petition for review be dismissed.

"'(5), For the purposes of this section, theuse or manufacture of an invention
describedIn and covered by a patent of the United States by a contractor, a sub­
contractor, or any person, firm, or corporation for the Government and with the
authorization or consent of the Government, shall be construed as use or manu­
facture for the United States.

" '( 6) Compensation shall not be awarded under this section if the claim
is based on}he use Or manufacture by <:;1' for the United States. of any artdcle
owned, leased, used by, or in the possession of the United States prior to July
1,1918.

" , (7) A Government employee shall. have' the right to bring a clalmagamst
the Government under this section except where he was ina position to order,
influence, or induceuseof the invention by the Government. This section shall
not confer a right of action on any patentee or any assignee of such patentee
with respect to any invention discovered orinvented bya personwhlle In tl1e
employment or service of the United States, where the invention was related'to
the official functions of the employee, in cases in which such functionsincIuded
researchanddevelopment, or.in the making of which Government time, lilateriats,
orfacilitieswereused...••. '.. ,. ,»., " .. / •

" '(8) Nothing.in this ,section shall be construed to ~uthoriz~ the use or ma1?'u­
facture by or for the United States of any invention described in and covered
by a patent of the United States, which has not previously .been held invalid
by an .unappealed or unappealable judgment or, decree, of a court of competent
jurisdiction, .withollt license ofthe owner thereof, unless, the Secretary of De­
fense, or his delegate, shall determin,e in the case of e~ch such invention that the
national security of the United States requires such use or'manufacture;' "

It will be noted that. this amendment 'abolishes the present remedy of a suit
in the Court ofClaims, a costly and.time"consumingprocedure which is generally
regarded as being most unsatisfactory. .There is substituted an .administIjative
procedure (which .eould very well be,vestedin boards of contract appeals ()r sim­
ilaragencies )'with the right of appeal to the Court of Appeals of the Dtstrict of
Columbia or the .court of appeals for the judicial circuit in which the appellant
resides. . i" , ... ,'; •." ... ,;. " " ..• '.' " ..

(7 ) We further recommend thatthe language of section 11 of ~. 789 beIncor­
poratedIn S. 1809 at an appropriate place. This will fill along-felt need for a
system of rewards to compensate persons both in and out ofGovernment who
~nhm;;' ;n';'"nt1nn",nT' iii""''' which Drove of substantial value to national security
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encourage, but not support, future development in commercial areas,
the granting of greater than nonexclusive rights to a contractor may be
essential to encourage later private development.

Conversely, we believe an inflexible title policy such as that proposed
by Senator Long's bill, S. 1899, would have two serious defects: (1)
It would discourage the development at private expense of commercial
applications for Government-sponsored inventions, and (2) it would
reduce the cross-flow of ideas between Government and commercial
research.

In its activities, the Government has now, and would have under the
proposed legislation before the subcommittee, the free right to use all
patents covering inventions made in the performance of work called
for or required under the Government research contract. This is true
even in those instances where the purpose of the contract is to build
upon existing technical information of the contractor used by him in
areas in which he has an established nongovernmental commercial
position. This MCA approves.

However, a substantial issue arises with respect to the rights of the
contractor versus his competitor in commercial areas where the Gov­
ernment does not act. We believe that in many cases the rights ac­
corded the contractor must be more than nonexclusive to attract to
Government research those whose primary interests are in commercial
areas and who, because of their commercial background may be most
capable of achieving contract objectives.

For example, let us assume that a contractor has a wide background
in the synthesis of high-temperature-resistant plastics. The Govern­
ment wants such a plastic for a particular missile application. The
contractor, because of its background is uniquely suited to develop a
plastic for the Government's particular use and, under all proposed
legislation, would give the Government the free right to use that which
the contractor develops in connection with the missile program. How­
ever, the plastic developed under the Government contract may have
uses in the metallurgical field, in electrical appliances, or in many
~ J 1_ _ £!. _ 1 _, _ .: __ _ 1_.: _ 1_ .J..1_ _ n ~ L ,_ _ _ __ _ .: __ L . .1. ""tTT _ 1__ ,.: - --'-
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Thank you very much for the opportunity of presenting ourviews
to you .on the imgortant legislation which you are considering today.

Senattor MCCLELLAN. Thank you, Mr. Peterson. Your state­
ment is brief and concise and I guess that I should feel some comfort
and gratification that you support the bill that I introduced.. How­
ever, it is not a question .0£ my bill or anyone else's.bill-e-theobjective
here is· to get the thoughts and the best evidence .that.we can from all
sourcesofinterest..to try to bring out a bill, and to enact it into law
that will-serve the country in the very best way.

Thank you very much, Mr. Peterson.
Mr. PETERSON. Thankyou.
Senator MCCLELLAN. Mr. Owens is our next witness.
Mr. OWENS. I do have a prepared statement butl wouldprefer.if

I may, to read and to expand and edit.it somewhat; that is, the state­
ment which I previously submitted.

Senator MCCLELLAN. To do what?
Mr. OWENS. To. read and expand the statement I have presented.
Senator MCCLELLAN.. Andto expand it?
Mr. OWENS. Yes.sir.
Senator MCCUJLLAN. Very well. It is 10 minutes after 12 and I

want to recess,if I can, at.12 :30.
Mr. OWENS. I will be through by then..
SenatorMCCLELLAN~ Veryv.~ell.· You may proceed.

STATEMENT OF MARK OWENS, JR., ASSOCIATKCOUNSEL OF THE
REGENTS OF THE UNIVERSITY OF' CALIFORNIA, AND PATENT
ADMINISTRATOR

Mr. OWENS. Mrv.Chairman and members of the subcommittee; I am
an associate counsel of the regents of the University of California
and also the patent administrator for the University of California.

I am not a patent attorney,however.
My comments relate, of course, this morning to the position of the

....... •. ., il /"i 1!." . • , ..... ~. 1_ ..e.___ ~~ ~ ~ ....1......... .,.... .....;J....r:> ......i-~~"1"n 1
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curement regulations that govern the Office of Naval Research con­
tracts subject, of course, to the royalty-free license right of the Gov­
ernment to use the invention for Government purposes. Recently,
the Atomic Energy Commission has advised the university that since
it was supporting a similar project by the same investigator-inventor,
obviously its funds must have been used in the development of the
invention. The inventor maintains that this is, so far as he knows,
not true. But, he finds it extremely difficult to completely isolate these
two contracts, since they were, in both fields of research, in the same
general area. As the situation now stands, the university may pos-
sibly lose all commercial rights to the invention, including its invest­
ment in applying for patents, in spite of the fact that this research is
sponsored by two Government agencies.

The fact that both agencies in the aforecited case are part of the
Federal Government, one which would allow retention of rights, the
other not, leaves some question as to the practicality and fairness of
the currentpatent policies of the Federal Government.

A second case in point, which depicts the wide range of interpreta­
tion of policy among Federal agencies, concerns an invention for
runway .Iizhtswhich was conceived and reduced to practice prior to
receipt of funds from the Federal Aviation Agency, formerly contract­
ing as the Airways Modernization Board. This contract was entered
into, as I recall, in 1958, 'and was terminated long before President
Kennedy's patent policy statement of October 1963. But, under this
contract, the patent language was very similar to the paten~ language
of the present Department of Defense contracts permitting the
contractor to retain commercial rights, requiring the granting of a
license for governmental purposes to the U.S. Government.

In this particular situation there was some disagreement as to
whether or not the runway lights were an invention under the con­
tract, or prior to the time of the contract. However, the university
wished to settle the matter and offered to grant to the Federal Gov­
ernment a royalty-free license in the invention, as provided for in
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. I should like to point out that this is extremely critical, so faT as
theunivarsity is concerned, because the question has come to mind:
1Vhathappens if the .,universiey licensed exclusively, to .rsome other
licensee a particular -inventaon which. in' .subsequent .years becomes"a
background patent under~l new contract.lv.This raises some very
serious .Iegal-questions which have not been resolved-as yet,

Obviously, under these -circumstancesthe contractor's basic rights
are usurped and its patent program and concomitant dnvestments
are endangered; for the Government may demand royalty-free use of
any background invention which may be required to practice a future
foreground invention for certain purposes. .

It should be borne-in mind-ithat' any one invention does not 'occur
asa result, of' a particular.contract or grant.. The Federal-Govern­
mentshould not lose,sight, of the fact that an institution, such as the
University of California; has plant and facilities which are used in
the research currently supported but to which a particular contract
or grant had .made no contribution. The Federal Government also
should not lose sight of the fact that the institution enjoys a store of
background knowledge and staff which are beyond any equitable total
acquisition by the mere contribution of funds fora.particular-phase of
research. ':VVithoutthe plant facilities, background, knowledge, and
staff, the institution would not qualify to receive research funds; Yet,
how can the institution's equities, in the conception anddevelopment
of.inventions.bedenied ?This very important fact-is not recognized
in the-current patent policies ofsome Federal agencies and-certainly
not.in the Long amendments, ,.
If anyone.sponsor .insists.upon keeping all patent rights in a given

discovery, it is obviously unfair to the other sponsors and to .theuni­
versity, since their respective equities are not likely to be recognized
in such situations. The result of such restrictive policy call 'only lead
to the elimination of the sponsors with limited amounts of money
from participation in the university's research programs 'and the loss
of university-industry cooperation .and mutual assistance.

('i,__ - 1_1 •• 1 _1 .1-.. ...... .:........;) ............ ;]i-vo.... ...,..~' rv. ~"1'\o. f 1fin cttnYA; -ro.~nDo~t.Q.
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tions, Since most inventions occur in the university as a result of
basic rather than applied research and since research funds come from
~1Um~rous sources, t}le university's policy must necessarily remain flex­
ible m order .to mamt:'tI~ an operable patent program from which the
general public, the various sponsors of research, the university and
mdustry may benefit.
. Ge~erally, it is t~le university's policy to issue nonexclusive commer­

cial licenses, especially 111 those cases where commercial development
had been completed and to grant limited periods of, exclusivity in
those cases where the manufacturer must expend a good deal of time
and great sums of money to perfect a product.

In any event, manufacturers are required to undertake all commer­
cial development of university inventions, and it is highly improbable
that any invention made in the university 'would be developed com­
mercially were the university not in a position to offer the manufac­
turer at least a limited exclusive period.

It simply is not good business practice for a company to risk its capi­
tal for the commercial development of a product if it cannot enjoy
some period of exclusivity within which it would hope to recover its
private investments. Of course, if the Government does all the devel­
opment work and actually perfects a product for the commercial mar­
ket, then there is greater likelihood for various companies to under­
take the manufactureof an item which is covered by a public patent.
But then the obvious question arises asto whether or not the Govern­
ment should be competing with private industry to the extent of devel­
oping commercial products outside the field of defense.

The University of California, therefore, is obviously in favor of a
procedure whereunder the equities of the inventor, the university, the
Federal Government and other sponsors of research, the public and in­
dustry are considered. For this reason the university specifically
favors passage of S. 789 or S. 1809, or a combination thereof, provided
that provisions are made therein to include retention of patent rights
by educational institutions, such as the University of California, whi:h
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recognized that it isa misnomer. It is not a patent problem at all.
It is not concerned with the patent system; it is not concerned with
the administration of the Patent Office. The subject weare dealing
with involves the disposition of the public's property rights arising
out of the huge expenditures of public funds. .. .

Also involved is the problem of insuring that the manner in which.
the public's property rights are disposed of will not defeat the objec­
tives we are trying to attain in specific legislation; The only way to
do this is to study each bill as it comes up to make sure that the dis­
position of property rights involved will help us achieve the purpose
of the legislation. Each piece of legislation, because it has problems
unique to itself, should not be put into a Procrustean mold in order
to try to get consistency in the disposition of the public's property
rights.

1. LARGE PART OF· GOVERNMENT ALREADY COVERED13Y LEGISLATION

The Congress has already legislated in many areas so there is con­
siderably more uniformity and consistency than one might think. The
following agencies or programs are already covered by statute and
require title on behalf of the public, to the results of research financed
by the public: .

(a) Department of the Interior: This department isbound by the
Helium Gas Act, Saline Water Act, Solar Energy Act, Coal Research
and Development Act,andWaterResourcesAct; All of-these require
that the public have the benefit ofthe researchit pays for. ....

(b) Department of Agriculture: This department is bound by the
Agricultural Marketing and Research Act, protecting the public in­
terest and insuring that the public get the benefit of publicly paid
research,

(c) National Aeronautics and Space Administration: This agency
is bound by the National Aeronautics and Space Act of 1958 which
I have criticized in many respects, not because of what the act says
h,-i+ hA.-.nOHCtn. .......+ +"h ..... -"ltT'l'nTY ~.f._ ~nhn.~_""9 .n;) ..",,,,'; ....... ';r<.+.n.-,.,,,,,..1
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owned patents and make necessary determinations of the act. It
would be affirmatively charged with the duty of protecting the public
interest .inscientific and technological developments achieved through
the activities of agencies of the U.S. Government and would be charged
with the dissemination of knowledge so developed. It will undertake
a program of utilization as a means of widening the uses of patents,
discoveries, and new scientific and technical knowledge derived from
publicly financed research. This is expected 'to stimulate invention
and innovation, which will cut costs, produce new products, and in­
crease per capita industrial production through efficiency and new
technology. .

The third feature is intended to stimulate discovery and invention
in the public interest by providing for the making of generousmone­
tary awards as well as public recognition to all persons who contribute
to the United States for public USe scientific and technological dis­
coveries of significant value in the fields of national defense or public
health, Or to any national scientific program, without regard to the
patentability of the contributions so made. I believe this will serve as
an incentive, which will elicit from private, commercial, or Govern­
ment scientists their best efforts on behalf of the whole country.

Ill. SOME INTERNATIONAL ASPECTS OF GOVERN],IENT PATENTPOLIC;y':·

There are many reasons why the Government should. ret;lil::titl~,to
the: results of publicly .financed research. One of these reas0;J1R is .tJ+e
effect on the country's balance of payments and the militi),ry appec~s.

Let me give you some specific, concrete cases. • .. . ,. •
··A recent court decision in the U.S. District Court for the Northern

District for the Court of Illinois (HazeZtineResearch, Inc:»: Z.enith
Radio Oorporation) has revealed how a firm, the Hazeltine Research,
Iric., with a large patent portfolio, has prevented Americnafirms such
as Zenith, through international patent pooling arrangements, from
exporting their goods to important foreign markets.,., ..••

T ,,,,lr ,.",n",,,n+ ,,4' +1..." ,.1...";1'''"'''.11 t.h"t. t.hp. finClinm~,.()f: flll't. s.nd .con-
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Thepatent system endeavors to attain the constitutional objective
of promoting the progress of science and useful arts by granting to the
inventor or initial investor a temporary monopoly in a new product or
process. The logic of granting such monopoly rights through patents
in a free .euterprise system rests upon the assumption that such grants
will speed up technological progres~ through the stimulus it provides
fortheunderbtking and financing of industrial research and develop­
ment and of new industrial ventures and that the deliberate restraint
of competition which the Government institutes by granting tempo­
rarypatentmonopolies in the use of inventions is intended tohave the
ultimate objective ofserving the public interest in that the gains for
society resulting from this stimulation will offset the restrictions. on
free enterprise which thepatent grant imposes.

This stimulus is considered necessary to the undertaking ofextraor­
dinary risks.: Noone knows in advance whether he will be success­
ful when he undertakes research. The costmay be great... There are
many businessmen who have not invested a single pennyin the cost of
the.inventions, but are ready to imitate the new invention and compete
in selling.the new products or using a new process. Why, then, risk
large sums of money in inventing, in developing new markets, perhaps
in investing large sums in. new plant and equipment? If a patent
monopoly.rhowever, can be expected to keep the imitators off for just
a short while, the innovator perhaps can secure a very attractive profit.
The hope for such temporary monopoly profitsserves, therefore, as an
incentive to take risks.

But where are the risks in Government-financed research and de­
velopment contracts? ·As a practical-matter there are. none. Prac­
tically allR.& D. contracts let by Federal agencies are on a cost-plus­
fixed-fee basis. •No matter how expensive a project turns out to be, the
costs are covered by theGovernment. .

Mr. Chairman, if the fellow who gets thiscontract succeeds in
spending $100 million without finding anything, so long as he legiti­
matelydisposed of themoney, he is entitled to-not less than $7 million

r» J P . 't. - __ ~ 1 :~._ ~ .............l ...... ..c: +-1......... V ...... ;] ...... ".n I ''l.'),Anfi""\"7 rph~6,ib'O"t7onif ih~
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Dr. Roy C. Newton, retired vice president for research of Swift
& Co. made the following report to the Department of Agriculture:

The policy of the USDA with regard to patents is closely and aggressively
followed in the utilization research laboratories. These utilization laboratories
account for approximately 85 percent or-all USDA patents.

According to this policy every effort is made-

mind you, this isa fellow from industry-
to obtain U.S. patents on all inventions made in the course of these scientific
studies; The U.S. patents are assigned to the Secretary of Agriculture and
free licenses are issued to any responsible American citizen or company who
requests it. The rights to foreign patents revert to the inventor if at the end
of 6 months the U.S. Government has decided not to file application for patents
in foreign countries. In practice the Government seldom files for foreign patents
which means that foreign patents can be owned by the inventors and they are free
to exploit them to their own financial benefit without any requirement to report
except to the Department of Internal Revenue. In discussions with industry
representatives there are two complaints commonly expressed. The first of these
complaints has to do with domestic patents and arises from the fact that
a company cannot get even a temporary exclusive license to compensate it for
the expense of commercializing the product of the invention. These people will
say that this inhibits the very objective of the research whtch is to market new
products of agriculture, because no one will put tip the risk capital for such a
'new venture without some exclusivity to protect it. A few leading questions,
'aowever, usually develops the fact that they will go into the venture if their
.icmpetitors are marking a success of it, and if the invention is good enough
co be very promising totheir competitor they will try .to beat him to it. It is
doubtful, therefore, if this policy is a serious handicap to the commercialization
of new developments by utilization research. .

During hearings held in March 1963, by the Monopoly Subcom­
mittee of the Senate Small Business' Committee, which I chaired,
practically every witness was asked if he knew of any data, studies,
or facts of any kind at all which could support the thesis that the
working of inventions will be fostered by transfer.of the Government's
property rights to a contractor. The unanimous answer was "No."
When Mr.. James 'Webb of NASA was asked the question he stated
that: . .

"It. is H. verv difficult statement to prove, but anyway I willdo my
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On page 6, section (8) it says that an .invention. shall be void when
the contractor ".kn()winglywithheld" rendering a promptand .full dis­
elosura.to that agency of such invention.

How can an rnvention be voided under. present lawand procedure?
This~vhole section is. meaningless and. impossible; there is no way.of
revokmg a patent unless fraud is proven. . .••.....

Now, let us look at paragraph (9) onpage6,which provides "that
nothing contained in this Actshall be eonstruedas requiring the grant­
ll~g to the United States of any right. or interest duly acquired inor
with respect to any patent issuedfor any invention not made ill the
course of or under the contract."

What is the precisemeaning of thisparagraph,especiallywhen
combined with the definition of the term "made" ollpage3? •. Does
this mean that even if I thought of an idea and the Government. paid
to have it developed.zit.is not "made" under the contract] Isan.idea
plus a patent application without any actual reduction to practice
enough to include it under this paragraph?

Is it not administratively almost impossible to prove that the inven­
tion was not conceived before the contract? It seems to me, Mr. Chair­
man and members of the committee, that this paragraph alone could
be the basis of amass giveaway.

Section 2 (a) limits the scope of "invention"to patentable inventions
(d. sec. 2(g) ofS.1899).

S. 1809 does not establish any single agencycharged.with the admin­
istration and prosecution of the Government's proprietary interests.
(See sec.4 of S. 1899to see how.this should be covered.) . ... .. .•. • ...

S, 1809makes .noaffirmative provision for the collection and .dissenii­
nation of scientific and technological information acquired by the
United States.

I cite section7 ofS,1899 forhowthisshonld becoverec1.
It contains no automatic screening provisiontodetectfi1ilureof the

contractor to disclose fact of the making of invention under Govern-
mentcontract (cf..sec.90f 8.1899). ..... ...• . .:

........ , /'"'l ,"'1 r'\ , P J 1 __ TTu ~.L _ _1 Ol.._.L~~ ....~_ ...::1, ......+...... ....:1 r<+- ....;:)~r..rt .......-t
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paigns, but I don't know about that. There are verv few of them that
I have managed to raise money from. They have great influence and
they are very charming and attractive fellows. The only thing I say
about them is that they should give more to public service and demand
less for. it because I think they are doing pretty wen the way they are
gomg right now.

Now, back to S. 1809. It contains no provision for awards for in­
ventive contributions (cf. sec. 9 of S. 1899).

Section 4 (a) specifies conditions in which the United States is to
require "principal or exclusive" rights, but does not specify what those
rights are to be.

Section 4( a) specifies a too limited set of conditions under which
such greater rights are to be obtained by the United States. The in­
ference is that outside of these limited conditions, the Government's
property rights 'will be given away to the contractor. In addition,
these conditions completely fail to take into account: (a) the relative
contributions of the United States and the contractor to the invention;
(b) the effect upon restraint of trade.

Section 4 (a) permits the grant of greater rights to the contractor in
"exceptional circumstances"-whatever this means-but provides no
standards whatever to guide an agency head in determining what
action is in the public interest.

In this connection, Senator Ribicoff, when he was Secretary of
Health, Education, and Welfare, warned about the danger in the use
of the phrase "exceptional circumstances."

The phrase "in exceptional circumstances." is relatively vague and indefinite
and. in the absence of any indicated criteria in the policy itself would appear to
leave considerable latitude to each agency head to determine what constitutes
such circumstances. While this does have the advantage of providing flexibility,
it does have the disadvantage of exposing agency heads to the pressures of those
contractors who would urge that each circumstance of hardship, however slight,
represents an exceptional circumstance. calling for more generous allocation of
invention rights.

Section 4 (b) too sharply limits the extent of the right the Govern~
~ .L ~, __ .: .::Ll.....~ __ l.. ~ l .L_ Ll L_~~.L ~..c .Ll __ 0 · .... __·.L,_
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.Senator MCCLELJ~AN. Same ruling.
Senator LONG. The latter speech presents a case history of what

happens when a. patent monopoly on the results of Government­
financed research is given to a drug company. His typical. In some
respects it is amusing,although it isreally tragic. .•..•........

If you have not read it, I earnestly hope that the member-s of the
committee will read it. I may say that the Miles Laboratories are
making some effort to rebut in some part the information that Lput
in the record. and I will be glad to debate this subject with them. I
thinkwhent exposed this lnatterthey said obviously S.enator Long
does not have allthe.faets.Theman1,vho did the inventing said that
he was horrified atthe price Miles Laboratories wanted to charge the
public.

·VVell,perhal:lsI didn'thaveall the facts but.Lhacl·a. lot mor-e than
Miles Laboratories wantedme to have. I think what they were doing
was charging about 40times more than it cost to produce these little kits
to test-retarded children or children who would be retarded unless you
discoveredun ' ailment that would lead. to retardation... They .didn~t

develop it, they. didn't discover it. The fellow who did discover it
didn't want 5 cents on it. All he wanted was the opportunity to serve
his country and when he found out what kind of a fraud was perpe­
trated on the public as a result of him having patentedthis little inven­
tion, he was outragedand disgusted at thewhole patent system. But
that indicates to some extent how these discoveries, paid with Govern­
ment money fts it was in this case, by a dedicated man can be used to­
exploit andvictimize thepeopleof this country.

cmUIENTS ONS. 789 .AND S. 1809

Now,letlne say a few words about the other .twobills. which pur­
port to establisha nationalpolicy with respect to the disposition of the
public's property rights.·' _

In my judgment, S. 789 is an out and out givea\vay.. Theprinciple
of equity is ignored. The fact that the U.S. Government is uourinz



334 GOVER:N""MENT PATENT POLICY

vYe have joked about this. rYe have said, ",Yell, there are some
risks. He might get run over by a truck on his "my home with the
contract, or he might lose the contract. He might leave it in a desk
drawer and forget where he left it, or he might fail to add up a column
of figures right."

Those are about the kinds of risks these people take with these mag­
nificent Government contracts. These contracts are let on a Govern­
ment favoritism basis. Let's not kid ourselves, There is no way you
can lose on these billions.

Even the possibility of contract cancellation cannot be considered a
risk, for the firms ha~Te invested none of their own funds and are gen­
erally granted, in addition, a return well in excess of the costs.

Where an inventor has not devoted his own independentefforts and
resources to the development of an invention, but has used his em­
ployer's resources, it is a well-known common law doctrine that any
resulting invention is the property of the employer.

Similarly, when the .contractor has used Government money or
facilities or both, and has been compensated by the Government for
his efforts, and I might say compensated much better than these
people are compensating their own employees, there is no justification
for giving them also the title to the invention so made.

In that case, it is the Government .which has made the invention
possible and should in all propriety get what .it paid for. That is
exactly what private industry does.

I was discussing this subject the other night with .an executive of
a large corporation and he was curious to know why the Government
would do research at all. I explained the reason and you and I both
understand that. He gave me the case of one of his own inventors.
They paid the man well. The man invented something which in .his
judgment has already earned his corporation $100 million. They
gave the inventor a $500,000 bonus, but after they had made the $100
million and were .still making more, they thought it might be well
to give the inventor a little something extra. So they gave him
another $250,000.
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even to our enemies. A good example is the case of the Bausch &
Lo?nb o.ptioal Oompany. Contracts between this company and Carl
ZeISS of Germany resulted in Bausch & Lomb transferring to the
German co~cern, the desgins and engineering data developed with
fundssupphed by our own Navy Department. Senator Kilgore of
"\VestVirginia, in a speech on the Senate floor on May 19, 1947, told
of his experience after V~E Day when he discovered Germanbino­
culars made by Zeiss which were an exact duplicate of the Navy's 7.5
binocnlars,which we thought were secret. The use of this patent
pool enabled the entire German Army to be equipped .with the latest
optical instrument we had, and which was developed with public
funds. In other words, Mr. Chairman, public funds were used to as-
sist those who wan ted to destroy us.· .

.Another example of the use of international patent cartels is the
case of magnesuim. A cartel arrangement among 1. G. Farbenindus­
trie, the Aluminum Co. of America and Dow Chemical Co" estab­
lished Dow as the sole producer of the metal in the United States.
The U.S. output was deliberately kept small becauseof a high-price
policy followed by Dow for its own private gain and because of the
Aluminum Co.'s insistence that Dow not offer a cheap substitute for
aluminum. In 1938, when Hitler's Germany had a production of
12,000 tons, our own production was kept at only 2,400 tons for the
advantage of a private American firm. Moreover Dow's exports
were limited to a specified amount to a single customer in Great Bri­
tain, who was then preparing to defend freedom in Europe, and to
certain quantities which 1. G. Farbenindustrie agreed to buy; Dow,
by agreement couldn't even export to the EuropeanContinent.. In
this particular case an international patent cartel undermined the de­
fense programs of our allies in Europe by withholding strategic raw
materials from them and kept our own country weak by restricting
production of this essential material.

The pushing and shoving by private firms to get the right to patent
the results of Government-financed research must be stopped; Other"
_':~A .~~ nhn 11 g,,;J i-h"i- -yy,,,,,t ",-1' +h", l'""'<m It,,, ()-/' rmrrp,"PJtrc>,h. nil,id Tor bv
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My bill, S. 1899, should be modified so, if enacted, "would not-over­
ride the special laws already enacted by the Congress. You will no­
tice that under S. 1899 the AEC provisions are retained. This should
be extended to cover more of the recent provisions. In other words,
S. 1899 or any general bill should be operable only where an agency
is not covered by any provisions dealing with the disposition of the
Government's property rights. If any general bill should be adopted,
it should be on this formula. In this way, Congress will be enabled
to look at the substance of each bill to see what the policy should be.
To the extent that Congress does not do this, then a general bill may
be salutary.

II DESCRIPTION OF. s. 1899

The basic premise of S. 1899 is that inventions should belong to
"those who pay to have them created." It is for that reason that sec­
tion 3 (b) of the bill provides that title 'to an invention shall be taken
by the United States for the benefit of all the people of the United
States if made in the performance of a Government contract: The
premise is applied when according to section' 2 (i) the "conception
or first actual reduction to practice" occurs incident to the performance
of a Government contract.

This is the same principle which you supported, Mr. Chairman, as
far back as 1947 in the form of the Kilgore-Aiken amendment to the
National Science Foundation bill which stated that:

(d) any invention, discovery, or finding hereafter produced iiI the course
of federally financed research and development shall, whether or not patented. be
made freely available to the public and shall, if patented, be. freely dedicated
tothe public * * *!

It is recognized that in practice situations do occur in which both
the Government and private industry have made contributions to an
invention. Section 10 of the bill,' therefore, make provision for
waiver of title by the United States when it is shown that the equity
of a contractor predominates.

T~ =n;n;~", ,.1,,, n."'m....nm"nt'''' ,y,."nArt.v ricrht,"l t,hp.l'p. must.ba p;/Tf',r.tivp.
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(Subsequently the following was received and ordered printed at
this point by the chairman.) ,

UNIVERSITY OF (jALIFORNIA-PROPOSED AMEND1-[ENT To S.lS09TolNGL1JDEEDu­
GATIONAL INSTITUTIONS

Page 8,beginning line 5 :
"tablished nongovernmental commercial position or, in, the-caee of, an educa­
tional. or nonprofit .institt<tion contractor which' has .adefinite, cstablisheil pOlicy.
appro'i;cd. ,and. promulgated. by.its governing. body, .of t;ctainingor acquiring ti­
tle to inventions made by its employees or of reqttiring'its employees to as­
sign'Utletd such inceniione to a patenthoUling entIty for the benefit of the
inetitution; the agency head. shall acquire no greater rights than. the nonex-
clusive" " "." .

Senator MCCLELLAN. That is all we will hear this morning.
Senator Long is very anxious to appear before the committee to­

day. I will recess until 2 :30 this' afternoon for the purpose of hear­
ing Senator Long. There is another witness or two here have indi­
cated, I think, that they would like to testify either now orat.some
future time; So if their testimony is short-it depends on how long
orhowmuchtinie Senator Long consumes-as to whether Lean
hear you or not-if you want to wait until a later date, that will be
very satisfactory-we will have another day of hearings and give
others an opportunity ·to testify .regarding.,these pending measures
and I would not hold any session this afternoon except to accommo­
date Senator Long; because the Chair has some other duties andobli­
gations.tteo, but sinceSenator Long is vitally.interested in this and
has asked.to be heard.. we will hear him this afternoon.•Those who
are present and haven't been 'heard can work out with the counsel
of .the committee some .arrangement for this afternoon and we will
hear you-if" wecan and if we cannot you will just have to go over
to 'another time.

The subcommittee will now stand in recess until 2:30 o'clock this
afternoon.

(Whereupon" at ,12:35 p.m .•the subcommittee.adjournedtorecon­
vene at 2:30p.m.ofthe same day.)
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investigators to report all possibly patentable ideas to the univer­
sity. I do not mean that the investigator would simply not report
patentable ideas. Rather, he would not be motivated to report ideas
since, the question of an invention is pretty much a subjective thing.
The investigator himself may feel that his discovery probably is not
an invention-"maybe I will not even bother reporting this. It is
really nothing startling or noveL" Therefore, we wanted to offer
some further incentive to permit the Board of Patents to-make the
determination of whether or not a particular item was patentable,
rather than leaving it up to the discretion of the particular inventor
or investigator.

The reward to inventors under the former patent policy was on a
descending scale starting at 25 percent of the gross royalty income
received by the university, on down to 5 percent of any royalty income
received in excess of a hundred thousand dollars. 'With the approval
of the faculty and the regents of the University of California, the re­
vised university patent policy was effected on July 1, 1963, to make the
assignment of inventions mandatory when equities so indicate and to
increase the royalty distribution rate as an incentive for voluntary
reporting of all possibly patentable ideas. The new royalty rate re­
serves to the inventor 50 percent of all royalty income received after
a deduction of 15 percent for overhead and administration costs and
after a deduction of all patent prosecution costs.

Incidentally, this new royalty distribution rate is also now causing
the university some problems. Apparently, there is a feeling within
several agencies of the Federal Government that if too much money
is given to inventors the invention will lose its "public" concept, which
the agencies feel it should have. Therefore, it has been suggested
that since the university is giving too much money to the inventors,
that it will not be considered as a "special circumstance" under the
Kennedy memorandum, and we may lose the right to retain commer­
cial rights in such inventions. This matter is still under discussion.

,\Yhile it is still too early to arrive at any definite conclusion on the
r.."T':'"{),,~.... 11 n.+fn..nt-t't r.,..{!.i-l......... ..-..r. ......~ TT"""'~ ......A ...... ,....~+ .............. -c n'"'l.:..c .....~_.: J. __ .L 1~_~_ ~J~_
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university. Rather than allow the investigators to avail themselves of
such services at no cost and without restriction, the Public. Health
Service has directed that such services be obtained from. commercial
laboratories and that such costs be charged against the respective
grants,.· Estimates were obtained in one case.. Th~se.xanged .. from
$30,000 to $50,000. The total amount 01 the researcli: grant in this case
was $50,000. In such circumstances, scientific investigators are)im­
ited in the exchange and development of scientificdat~. .1iVhat is
more, the public is actually burdened with costs"through taxation,
that private industry is willing to assume. . . .... .. . .. ,. ••.
. A fourth case in point, which I believe. is extremelycritical.inview

of the. present discussions of theso-called.~ongam~ndlllent, Gonce~J.1s
the interpretation of the Saline Water ConyersionA:.ct by:theSolicitor
of the:pepartment ofthe Interior, and by the Attorney General of
the United States.. Section 4(b) of the act states. that : "Thissu1Jsec­
ion shall not be.construed as to deprive the owner of.anybackground
patent relating thereto ofsuch rights as he .rnay havethereJ,1nd~r.". It
also. contains language .making .all inventions: frooly.available.t9' the
public.

This, .ofcourse, as you recognize, is the same type of language
which is in all of Senator Long's patent provisions, thatis, in the
patent provisions. commonly referred to as. the Long .amendments.

In his 1962 .interpretation of the .Saline Water Conversion Act, the
Solicitor states that patents on inventions resulting from Government­
financed research and development work under the.aotbe available
to tlie.general public without royalty or other restrictions and that
backgrounclpatentsessential to the practice of patents or the use
of processes for. desalination of water resulting from..research and
development contracts issued under the act be .available to thegen­
eral public.on reasonable terms and to the Federal Government royalty
free. .. .,

I might also point out that the university is .presently awaiting
the receipt of funds under thevVater Resources Research Act. I was
.,;],,~~~rl ~,,~~ ~l,~~ ',"A"~~"~ +l,~~ ~A"~"~"" ~A ~l'A ~~~~~+:~ l~~~n~~_ ~~;]
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manufacturer's actual development of commercial products-will be
destroyed and the likelihood of the results of research being made
available to the public will be diminished accordingly.

The University of California has maintained a patent program for.
the past 20 years. This patent program has two aspects: One involves
determination of equities in new developments and coordination and
control of inventions developed on the various campuses to insure that
patent commitments under contracts and grants are honored. Another
involves the acquisition of additional intramural funds for research
from inventions. These funds are burdened with no outside patent
commitments whatsoever and are apportioned through the recom­
mendations of the academic senates of the university to research activi­
ties on all its campuses.

In connection with determination of equities in discoveries on the
various campuses of the university, the patent rights of more than one
sponsor often are involved. In an educational institution the investi­
gator may have received funds from several sources, all of which will
support his one research program. At best, determination of equities
in inventions resulting from multiple-agency support is not a simple
task,and such task is greatly complicated by the various contradictory,
and at times nigh impossible, patent reporting requirements of the in­
dividual agencies of the Federal Government.

If anyone sponsor insists upon keeping all patent rights in a given
discovery, it is obviously unfair to the other sponsors and to the uni­
versity, since their respective equities are not likely to be recognized
in such situations. The result of such restrictive policy can only lead
to the elimination of the sponsors with limited amounts of money from
participation in the university's research programs and the loss of
university-industry cooperation and mutual assistance.

Unlike the investigator in private industry where his employer
likely plans his research programs and secures for him whatever funds
are necessary, the investigator in the university does not enjoy such
planning. By virtue of this £acultystatus, the university investi-

J ~ ~_ fO l 1.1_~~ 1_':_ ~ ..-..rT" ...,...,f_~~.n.l. r>.r.. .......... +...................... ,..i- .;,.,.'"" ...... ~n. ....... nM
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~ow let us turn to our second point, that astrict Government-title
policy would reduce the cross flow of ideas between Government and
commercial research. We believe that such a policy would resultinthe
attraction to Government research of those companies who are ill­
terestedimsuch research for its Government potential only, rather than
its commercial or mixed potential. This would segregate Government
effortwithin and among contractors primarily interested in Govern­
m.ent researchand would certainly result in the loss to the Government
of many new Ideas and much valuable background which would-other­
wise result if commercial objectives were.a]soconsidered,

In. the opinion of our association, S. 1809 is an excellent bill which
provides full safeguards to the Government 'and the public, while perc
mitting 'an essentialdegree of flexibility to the responsible agency head
to administer the patent rights provisions in Government contracts so
as to best serve the public interest.

In order to clarify the present langnageof S. 1809, howeverrwe
offer two suggestions for amendment: .

(1) In sec:tion2 (e) , we suggest that "appears tobereasonably pat­
entable" .should read "is .patentable.' .The' obligations-of disclosure,
et cetera, are the same with either wording, but the suggested langua:ge
sets a clearer standard.

(2) In section 3{b){1), we suggest that "in the cour?e of" be
amended to read "inthe performance of". The present wordingmight
be taken to encompass research work-contemporaneous withbutun­
related to the performance of the contract,ancl this does not appear to
be theintention.

Seetion4(a)(2)ofS.1809providesthat- . ". .. .•.....
The agency head shall acquire, ..at the time of .~pterHlg in~o. a co!?'tract .on

behalf of the United States, the principal or exclusive rightsfn any Invention
made by the contractor if:

-- * . * * * * * *
(2) (Phe purpose of .the contract Is for exploration into fields which directly

concern. the public health, welfare,or safety,
m,· , , , -t P_,".:" _,' _...e.~__ .J.. ._':'_';'_.L:.....L': __
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STATEMENT OF ERNEST G. PETERSON, ON BEHALF OF THE
MANUFACTURING CHEMISTS' ASSOCIATION, INC.

Mr. PETERSON. Mr. Chairman and members of the subcommittee.
my name is Ernest G. Peterson and I am appearing today on behalf of
the Manufacturing Chemists' Association, Inc. (MCA), a nonprofit
trade association having 194 U.S. member corporations, large ,and
small, which account for more than 90 percent of the productive ca­
pacity of the chemical industry in this country. lam chairman of-the
MCA Patent Committee, which is composed of 18 member company
patent attorneys or executives. As for myself, I am manager of the
Patent Division of Hercules Powder Co.

At the outset, I wish to emphasize that the subject of patents is an ex­
tremely important one to the chemical industry. As you may know,
our industry spends more of its own money on research and develop­
m,~nt than any other.

Sena;tor MCCLELLAN. .Than any other.industry ~

M,r.PETERsEN. Than any other industry.
"Daring 1964, for example, more than a billion dollars was expended

by t~e chemical industry on research and development. Further proof
of our vital interest in this subject lies in the fact that 20 percent of all
U.S. patents issued are chemical patents.

vVe would like to begin our comments on the proposed legislation
by thanking you forthis opportunity to present the views ofour asso­
ciation on the four important bills under consideration. We in the
chemical industry who are responsible for patent matters have studied
with much illterest the bills which the chairman introducedin this and
past Congl'essesonthe subject of a uniform policy concerning prop­
erty, rights 'in .inventions derived through the expenditure of public
funds. The thoughtful consideration accorded all legislation affecting
patents by this subcommittee has been greatly appreciated by those
haying avitaljnterest in the continuation of the U.S. patent system,
which has.contributed so significantly to the public welfare.

The subcommittee has before it three bills ~on~PTninO' p.~t>lhlid'llnpnt
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(3) In section 4(a) (2) (p, 7, line 6) 'the word (public) "welfare" is used
as a crdterion. 'We believe this word is too broad and too indefinite in meaning
in the context used here. It is conceivable that any invention developed in
R. & D. programs could he related in some sense to public weltare.vWe believe
this word should be defined or deleted.

(4) We believe that the approach suggested in S. 789 (Saltonstall bill) in
section 3(e) (5) (p. 7, lines 21-25) whereby small business would be accorded
a prima facie entitlement to patents R. & D. inventions developed through its
efforts, regardless of the scope of Government interest, has merit. Wewould
incorporate an equivalent provision in S. 1809 by inserting a new section "(d)"
after section4(c) (p. 9, line 2) reading as tollows :

"(d) In making a determination under subsection (a), (b), or (c) of this
section, the agency head shall acquire no .greater rights than the nonexclusive
license specified in section 3(b) (2) from any contractor who qualifies as a small
business concern within too meaning of section 3 of the Small Business Act, un­
less he determines that this would not 'be in the public interest."

(5) In section 8(a), last sentence, (p. 14, lines 23~25), (p. 15, lines 1 and 2),
and section 8 (b) (p. 15, lines 3-11) the assumption is made that the United
States as a patent holder may exercise all rights of a private owner of patents.
As we have pointed out.vthis is subject to severe constitutional questions. We be­
lieve that most Government patents should be placed in the public domain with
free use without licensing, and that in only a few instances, to protect quality or
control quantity should the Government have power to grantrunrestrtcted,
royalty-free licenses. We recommend deletion of this language and incorporation
of appropriate language to reflect the foregoing.

(6) In order to provide for an administrative procedure to permit fast and
inexpensive adjudication of claims of patent infringement by the United States
or contractors infringing patents in connection with Government contracts and
to limit authorized infringement of privately ownedpatents !bythe United States
to only those situations where such infringement is 'taken in the interest of
national security, it is recommended that section 1498A of title 28 be amended
by providing the following as a new section 10 of R 1809:

"SEC. 10. -Subsection (a) of section 1498 of title 28 U.s. Code is amended to
read as follows :

"'(a) (1) Whenever an invention described and covered by a patent of the
United States is used or manufactured by or for the United States without
license of the owner thereot or lawful right to use or manufacture the same, the
owner's claim for compensation for such use and manufacture shall be determined
by administrative proceedings under such rules and regulations as the Federal
agency head concerned may prescribe.

" '( 2) Any person aggrieved by any determination under such an administra­
tiVA nl"{)('AAilin2"shHll he entitled to a Iudiclal review of the basis for such de-
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ship of commercial rights to patentable R. & D. inventions. In contrast to this
program, when it comes to setting up administrative procedures to provide fair
compensation for Government infringement of private patents the most we re­
ceive from the same sources is lip service or sympathetic understanding. One
might reach the conclusion that some Government officials regard the American
institution of private property as a transitory phenomenon which it is their
duty to hasten to its demise.

E. PRESIDENT'S COMMISSION ON PATENT POLICY

There is about to be appointed a new Presidential Commission on Patent
Policy. While we support the idea of such a Commission to study broad pro­
grams and provide philosophic guidance and justification for long-range reform
of the patent system and the Patent Office, we are apprehensive lest the effect
of its creation be to once again delay the Congress in acting to arrive at long
delayed and badly needed reforms which will be discussed in these hearings. We
believe the Congress has at its disposal now enough clear background to reach
valid judgments in most of the areas urgently requiring legislative relief. The
existing and proposed legislation which forms a background for these hearings
provides an excellent framework for development of the comprehensive legisla­
tion needed to clarify and amend the law. We believe the timing of the Commis­
sion is such that new legislation developed by this committee, and enacted by
the Congress now, will provide a basic agenda in implementation which will
permit meaningful new evaluations by the Commission instead of a rehash of
old ideas and programs.

F. CURRENT LEGISLATION

The Senate presently has before it a variety of bills which, if enacted, would
alter the operation of the present American patent system. Among such bills
are the following:
(a) 8.789 (SaltonstalZ bill) prescribing a national patent poUcy

This bill provides for a procedure to determine the respective rights of private
contractors and the Government in inventions resulting from Government-spon­
sored research and development; a procedure for the administrative settlement
of claims resulting from the infringement of privately held patents in connection
with Government procurement; and a procedure for the granting of awards to
inventors and innovators for meritorious discoveries.

(b) £1.1047 (Williams bill) proposing an amendment to 28 u.s.a. 1498
This bill would amend 28 U.S.C. 1498 by prohibiting willful infringement of

valid privately held patents in connection with Government procurement unless
such action was certified by the Secretary of Defense as being- necessary to the
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to invent and produce new products dedicated to the general welfare, there is
little trouble in finding prior claim on the part of the Government to the fruits
of invention.

However, when we leave these relatively clear-cut areas and get into the bulk
of R. & D. efforts, particularly on the part of Defense and NASA, where a con­
tractor is called upon to expand his expertise and knowledge in a specialized field
such as electronics, or machine tools, or textiles, or instruments, where the con­
tractor has substantial current commercial business and the Government in es­
sence prods the manufacturer to speed up his technology by providing mammoth
infusions of money, and only money, it is not so clear to us that the paramount
commercial rights to new technology in fairness and good conscience should not
belong to the contract. The Government has no interest normally in the com­
mercial applications and is normally not in a position to encourage the optimum
exploitation of the commercial aspects of the invention. At most in our opinion
the Government should only have a right to force licensing of the invention if
the contractor fails to make commercial use of it within a reasonable period.

Unfortunately, Congress and the executive branch in their appraisal of the
R. & D. problem tend to look primarily at large contractors and to look with favor
on the extreme adversary relationship that characterizes the gamesmanship be­
tween the expert contracting and administrative personnel on both sides. From
our own personal experience, however, these attitudes on the part of Government
personnel in dealing with small- and medium-size businesses are reprehensible.
Most of these business men do not approach the Government as an adversary.
They are trying to help the Government in meeting its procurement needs with
their specialized knowledge and products and incidentally to earn a fair profit.
(Parenthetically, the idea that anyone would presume to try to make a profit in
dealing with the Government strikes many of our civil servants as being next
to treason.) 'What we are trying to say to the committee is that we small creative
businessmen need strong support from the Congress in reversing this antagonistic,
predatory attiude of Government officials toward us in our attempts to interest
them in our proprietary products. Congress must direct the philosophic approach
of the major procuring agencies toward a sympathetic and protective attitude so
that more of us are encouraged to deal with the Government and so that we
receive not special treatment but essentially fairplay, the same thing that we
demand in our dealings with ethical businessmen, large and small.

Initially we regarded the President's patent policy memorandum as a step
in the right direction in formalizing and unifying the policies of the various
Government agencies in dealing with the problem of who should be entitled
to patents for R. & D. inventions. The implementation of this broad directive,
however, left a great deal to be desired. It is understandable that from the
standpoint of self-protection, if nothing else, most procurement officers and
nnli"vm<lkpr" wnlllil b'nil t.o int.prnrf~t. ilis('rpt.ionarv Ianeuaze in the memorandum
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6. It is a deterrent to concentration of wealth in the hands of the few. Raw
economic power, in the absence of effective patent protection, can place small
creative business and inventors at the mercy of the larger ilndustrial elements
of our society. The monopoly afforded by the patent system provides at least
a reasonable opportunity to enter the market place with a superior or unique
product, become established and prosper. A substantial proportion of creative
industries which have achieved success from small origins in the recent past owe
their success to a strong patent position which enabled them to overcome the
competitive advantages of larger competitors.

7. It is a deterrent to the stratification of our institutions into preplanned and
static industrial, economic and social patterns. As variety is the spice of life,
so ingenuity and inventiveness gives the spark to economic, and social change.
The ability to successfully introduce and market new products under the protec­
tion of the patent laws indirectly insures that men of wealth and power who
might be satisfied by maintenance of an easy status quo, must remain alert
to the threat to their security implicit in new patentable inventions, and so
remain innovators themselves.

8. It is an incentive to competition, industrial progress and product improve­
ment. In these days of diversity, many competing products are not identical
or even reasonably similar. They fill the same needs, but the variety of substi­
tutes, whether in foods, medlcimes, means of locomotion, entertainment, military
hardware, or whatever, exhibit great deviations. The patented product provides
a monopoly only in the most limited sense for most products. Basic inventions
which do not allow for substitute devices to fulfill the same requirement are few
and far between. Competition between substitutes based on factors other than
price with more meaningful choices, usually existsIn a market where there 'are
patented articles. In the absence of an effective patent system, the only hope for
survival of an industrial enterprise will be to make known things in cheaper
ways, of cheaper materials. This will downgrade all products until we have
shoddy goods to offer or no goods at all. New products of high quality will no
longer be made; it will not be economically feasible to make them. We say that
competition is enhanced in today's market by patents rather than restricted as
claimed by many foes of the patent system.

9. It is the life blood of many small businesses. Many small companies exist
and prosper on the basis of one or more basic patents which are central to their
whole operation.

B. FACTORS WHICH ARE OPERATING TO DEGRADE THE PATENT SYSTEM

1. Uncertainty as to the validity or value of issued patents
In commercial practice it is a well-known axiom that a patent has no real

.,.r~l~r:ifTT "nf-il if-- hoe< h .......... -v>.l .. -t-;......... 4- ........:J.; .... +-1-. ..................... _ ....... rrn-..~ .....~ ~_- ~ JO __ •
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4.W.e believe that the approach suggested in S. 789__Saltonstall
bill-in section 3(e)(5), page 7, lines 21-25, whereby smallbusiness
would be accorded a prima facie entitlement to patents R. & D. in­
ventions developed through its efforts, regardless of the sqope.of Gov­
ernment interest, has merit. We would incorporate an equivalent
provision in S. 1809 by inserting a new section "(d)" after section
4 (c), page 9, line 2, reading as follows:

(d) In making a determination under subsection (a), (b), or (c) of this
section, the agency head shall acquire no greater rights than the nonexclusive
license specified in section 3(b) (2) from any contractor who qualifies as a small
business concern within the meaning of section 3 of the Small Business Act,
unless he determines that this would not be in the public interest.

5. In section 8 (a), last sentence, page 14, lines 23-25, page 15, lines
1 and 2, and section 8 (b ) , page 15, lines 3-11, the assumption is made
that the United States as a patent holder may exercise all rights of a
private owner of patents. As we have pointed 011t, this is subject to
severe constitutional questions. We believe that most Government
patents should be placed in the public domain for free use without
licensing, and that in only a few instances, to protect quality or control
quantity should the Government have power to grant unrestricted,
royalty-free licenses. We recommend deletion of this language and in­
corporation of appropriate language to reflect the foregoing.

6. In order to provide for an administrative procedure to permit
fast and inexpensive adjudication of claims of patent infringement
by the United States or contractors infringing patents in connection
with Government contracts, and to limit authorized infringement of
privately owned patents by the United States only to those situations
where such infringement is justified in the interest of national secu­
rity, we are recommending changes in section 1498(a) as set forth
at length in our statement.

It will be noted that this amendment abolishes the present remedy
of a suit in the Court of Claims, a costly and time-consuming proce­
dure which is generally regarded as being most unsatisfactory. There
is substituted an administrative procedure-which could very"well be
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This committee has presently before it a variety of bills which if
enacted would alter the operation of the present American patent sys­
tem. Among these bills are-S. 789, the Saltonstall bill, and S.1047, the
Williamsbill, and S. 1809, the McClellan bill, and S.1899, the Long
bill.

While enactment of the foregoing legislation would not in and of
itself provide corrections of all the considered weaknesses of the present
patent system, 'we believe that certain-of the proposed legislation
would be most beneficial to the individual inventor and small creative
business. Additionally, we believe that the business community at
large will welcome the enactment of legislation which will result in
uniform patent policy among the several executive branches.

Bills S. 789 and S. 1809 would both provide criteria and procedures
to determine in an equitable fashion the rights of both the contractor
and the Government in ownership of the inventions resulting from
Government-sponsored research and development. The former legis­
lation, in recognition of the special needs of individual and small
business inventors,has a waiver provision which would favor the
lodging of the title with such contractors. In contrast with the pre­
vioustwo bins, S. 1899 would normally place title with the Government
although waivers may be granted by the meeting of one or more
restrictive tests. We think that even under meritorious circumstances,
the individual or small business inventor faced with the burden of a
protractedcontroversy with a, Federal Bureau will abandon efforts to
seek a waiver. For the foregoing reasons we believe that individual
and small business inventors would favor the title and license provi­
sions of S. 789 and S. 1809 over those of S. 1899.

Section 9 of S. 789, if enacted, would prove most beneficial to the indi­
vidualor small business patent holder whose patent has been infringed
under Government procurement. The remedy conferred by 28 U.S.C.
1498 is by suit against the Government in the Court of Claims. Such
action is beyond the resources of most small patent holders and is gen­
erally otherwise unrewarding since the "compensation" so awarded is

I j -, ,"1 I l· -., , , "1 "1 "1," ,
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Unfortunately, Congress and the executive branch in their appraisal
of the research and development problem tend to look primarily at
large contractors and to look with favor on the extreme adversary re­
lationship that characterizes the gamesmanship between the expert
contracting and administrative personnel on both sides. From our
own personal experience, however,these attitudes on the part of Gov­
ernment personnel in dealing with small- and medium-size business
are reprehensible. Most of these businessmen do not approach the
Government as an adversary. They are trying to help the Govern­
ment in meeting its procurement needs with specialized knowledge
and products and, incidentally, to earn a fair profit. And, paren­
thetically, the idea that anyone would presume to try to make a profit
in dealing with the Government strikes many civil servants as being
next to treason.

What we are trying to say to the committee is that we small, creative
businessmen need strong support from Congress in reversing this
antagonistic, predatory attitude of Government officials toward us in
our attempts to interest them in our proprietary products.

Congress must direct the philosophic approach of the major procur­
ing agencies toward a sympathetic and protective attitude so that
more of us are encouraged to deal with the Government and so that
wereceive not special treatment but essentially fairplay, the same thing
that we demand in our dealings with ethical businessmen, large and
small.

vVe feel that some legislation similar to S. 1809 is overdue. Unless
this commi~tee ~cts to bring forth a comprehensive, well-considered
piece of legislation to provide overall policy guidance and to help re­
establish the fundamental philosophic justification for private owner­
ship of patents, we can expect more of the piecemeal whittling away
at patent rights which has characterized recent Congresses. This
whittling away at the edges will soon become a frontal attack on the
very patent system itself unless positive steps are taken soon to recog­
nize..t1~e i~portan~e .0f,pate!J.t rightsto the individual inyentor an.d
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a patent has no real validity until it has been litigated in the courts.
There is no prima facie value to an issued patent. This situation has
progressed to the extent that coordinated branches of the Government
will accord no measure of value or validity to a patent which another
branch of the Government, the Patent Office, has certified and issued.
Greater assurance must be developed that issued patents are valid
patents. Possible solutions to such an objective would be (1) to
limit the time following issuance of a patent during which the validity
of a patent my be contested; and (2) to provide that a patent can be
invalidated only by way of a suit which is heard and determined hy the
Patent Office.

A second factor is the confusion of patent policy and antitrust laws.
We of the small business community are continually concerned by

the attacks on patents from within and without the Government flow­
ing from the implication that the issuance of patents promotes
monopoly practices which contravene the antitrust laws.

Cutting down patent rights because of unfair trade practices in­
cident to holding patents is unsound and unfair to the vast bulk of
patent holders. The remedy for unfair trade practices on the part of
patent holders is to prosecute them under the antitrust laws.

In appropriate cases the courts may require patent holders to give
unlimited licenses, with or without royalty or in extreme cases to dedi­
cate the patents to the public.

No segment of business can be more adversely affected by devalua­
tions of patent rights than small business. To the extent that the pro­
tection of the patent laws is lost or diminished, creative small business
will suffer or disappear. We can only urge this committee and the
Congress to examine the motivation and the credibility of anyone who
attacks the patent system or grants of patents on the ground that this
enhances the position of market dominance of the grantee.

The third item is the status of patents held by the Government.
It has come as somewhat of a shock to us to learn that the Depart­

ment of Justice in a pending case has asserted Government patent
·11 1 , 1 ~_1~u .L~ ~ 1 :. __ .1..1 ' __ L o- ·o _,



300 GOVERNMENT PATENT POLICY

It is true that the mere publication' of the information in a, Govern­
ment patent or, for that matter, in any publication, may lead toa com­
mercial exploitation of the idea and perhaps to a commercial exploi­
tation by several individuals or companies.

However, this will not ordinarily be true if a considerable risk is in­
volved in whether the idea can be profitably exploited. In these cases,
in the rights granted by the patent, some degree of exclusivity is
needed.

Inthe past 2 days there has been much talk of the ownership ofa pat­
ent. It seems to me that more attention should be given to the reaping
of the benefits that our patent system provides. This tool should be
used to obtain the development and promotion of the invention in com­
mercial fields where the tool is needed.

Senator MCCLELLAN. What you are saying is that irrespective of
who owns the patent the principal purpose should be to get the
benefits of the development and have them made available to the
public ~

Mr. PAGE. This is correct.
Senator MCCLELLAN. That should be the motivating guide for us

in determining how best to do this ~

Mr. PAGE. This is right.
Senator MCCLELLAN. Rather than squabbling over who should own

the title ~

Mr. PAGE. This is right.
Now, this need is best satisfied by leaving the ownership of the pat­

ent in private hands. Indeed, as pointed out before, this need is not
generally satisfied by Government ownership of the patent. Indeed,
the purpose of the patent system is to a large degree lost when the Gov­
ernment takes title to the patent.

Now, in the case where the Government does have title to the patent,
either it comes from the Government or from a Government contract
by which the Government acquired title and in such a case-where the
benefits of the patent system are necessary in order to procure the com-
__ _ ~ , .1 ~_ 1 " j. {O j.1· ,.. "1,"1 ~ ... r-,r.. .......


