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v The subcomm1ttee het;, pursuant to rRCRSS at 10 a4,/ 40 Tooi y
New Senate Office Bulldmg, Senator J ohn o McGIellan (chalrman of
the sibeommittes)- premd_m.ﬁ i E

Present: Senators McClellan, Scott and Burdmk s :
~iiA]s0 preserit: Thonias C. Brenna.n‘ ‘chief!covinsel; Fdd N Wllhams,
Jr.; sissistant counsel, and Stephe - Haiaget h.le:E clerky’ Subeom-
Thittee' onPatents, _Tradema,rks, il _@opyrlght 55 Hot
representing’ Se I—Iart §7an ",Clyde P o
'ater Fong. e : | Fond
- genator M GLELI:AN ‘pregiding’) ;" Fhe subesmniittes: wﬂl ‘CONiE 0.
Or er 3

"Since these’ hearmgs cominenced te has

91dered on the' fleot ameﬂdments relating' t to th ’pa‘tentwpohcms of
the:National' Acronautics hnd:Space 'Administration and the Depart-
‘ment of Health Educatmn, and Welfan "Although both: of these
aimendments ‘were: tabled, “thei' debdtes clearly itidicate that  many
Members favor leguslatlon to establish thé uniform Government patent
poliey. - A'sindicated during those: debates Isshalldo everythmg >08-

sible ‘to-expedite the subcommittee’s exainination of’ this: issue amd g

faclhta,te the reportmg of‘-‘-‘ ’b"ll durmg the 'urr hit seEsio
gress.: . j Leul

. The subcom:rmttee 1s‘fortunate to have a8 itgfirst Wztness today Con- .

‘gressman Daddario-from: Connecticut: ' We are:very: ha]:}rm{ to:wel-
comeyou here. Through-his services as chairman of the-Subcommittee
on: Patents: and “Scientific Inventions:of:the House ‘Committes on
Science and: Aeronautics he has acquired-a:deep: understandmg 'of the
matters béing considered: by this subcommittee.. We.welcome you,
Congressman Daddario; and we will be vary!glad to: have you glve us
the beneﬁt of your knowledge and expemence in'thisfield.:

508,




394 ' GOVERNMEVT PATENT POLICY :

STATEMENT OF HON. EMILIO Q. DA.'DDARIO A REPRESENTATIVE
_ IN CONGRESS FROM THE FIRST CONGRESSIONAL DISTRIGT oF
'THE STATE OF CONNECTICUT

Mr DADDARIO. Mzr. Chalrman and members of the commlttee, i
am grateful for the o portumty to appeatand: present my views on
this most important su :

Ag you, Senator Mc(lllellan, have recently beeri pomtlng out on the
floor of the Senate, anything associated with patents is likely to be a
highly complex matter, and & Governiient-wide patent policy is as-
suredly so. I wish to:corpliment this committee for its wisdom in
treating the matter aétordingly-—and not in the simple black-and-
;ﬁnte fa,shlon swhich’ some,people atb. both ends of this issue tend to

vise. Crv e A i 31

Tt:is not iy intént here oday, to ree1te the history of the Govern-
“ment research patent problem, ner. to.diseuss facts and figures, nor to
f%resent vou with isolated cages in point. desagned toprovean argument.

ou have already been exposed fo such digenssion,, and: adequa,tely, I
-am sure.

o But: T awould: hkeﬁ‘e summa’i'-:[? my philosophy
fowned satent, estlo\n—a,, phllosophy which. f[;beheve 18, sha,red by

_many ‘of ‘our.eolleagues.: . If is:also a. phllosophy which. has_ emerged
“from-a.good deal.of; t and time spent in study and heari NGS.; -0
As you may know, I have chaired a special subcommitté
ccharged with the: duty of reviewing. the.Government; pa‘tentdela.tlon-
* ship in'connection with our national space program. - We spent, better
than 4 years ion-the: subject between 1959 and 19645 we-issued . three
major reports: réported out, two.bills.amending . the Nationsl Aero-
~nautics and Space.Act.patent section:and passed one of.them through
‘the House...So; while T:am. not a: paten Jawyer and. make; no pretense
‘of being at.expertin regard to-the ‘paterit systern itself, Lram. famﬂmr
with the issues surrounding Government patent pohey Y
-Mr. Chairman,. I -have three main.bagie:convictions “hlch I should'
‘llke te Submlt tefyou and your committeson, this matter; : ..
~: Bk Tit—it 1§ very-clear 1o  mie that-where, federallyxﬁnanced Tes areh
-and- development is: concerned; both ;th G ove _;ment sind; ccmtmctor
have logl(‘:el and ]ustlﬁable equities’ -of
as mayarisein.the course of the contrac
s JIbdsddle to pretend that the Governm i ot ledst in: -
sentmg the publie; hasno-reason. for nor interest’ in. the title to such
‘patents. . Without the.use of the taxpayers’ funds.the patent uiight
not evolvein the first place—and the fact that the United gtabes always
hag a-freeand irrevocableé license: to: use the patent :item or.to have it
produced: by any--party itichooses for governmental ‘purposes is-not
always sufficient to-protect: the-public-interést.: By the same: tolen;: it
is equally -ufirealistic to 'agsert-that:the contr a0tor,  who: may  have
contributed :ag-much; or niore’than: the:Gévernment. in: terms-of-know-
how and-the- expe.ndlture of its-ownahbney toward-the: development -of
* the'patent, hasyiowelain:to-ownership nor'the exclusiveright; to-utilize
the patent for'dofimercial pufposes. j:To;tdke the latter position nay
be unfair to the large contractor and, in addition, downright disastrous
—to the small contractor, to whom a patent portfohe 18 an nnpertant
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shssetyboths because of thefinancial support; it:offers. and the protectlon
iit:gives. »Fhisis because;in:most-eases, doing research: for the Federal
Government does not of itself assure the contractor of anything like.a

ssubstdntial proﬁt -Our studies. showeéd that.in:researchicontracts;the .

profits tendto:be 114 up to: 214 percent.::/The proﬁt tends
J'the proeurentent dnd o commerclal ma,rketmg o
- Becond=-the head of the department or agency. Whl(‘,h‘ contrae
’ for researclyshould be given the responmblhty for protecting: the Goy-
-ernment:and the public interest-in:regard tothe disposition ofipatents

‘arising :from such research.:Heishould: do this, I beheve, with .the - |

-helpof guidelines established:by the Congress—or,\atfa mInimum;: with
«the aid :of ‘policy. memorandums: promulgated by the President; such

-as President Kennedy’s-order-of October 1968 But he should make '

: the decisions and hé should be: respénsible.:

1L cannotfind: myself in:agreement with thoée who contend that our

. Fedeml administrators are not to betrusted to dispose of patent rights

14 proper and:-judicious way-~that: they- yleld to: the- bla,ndlshments
-ofibig business or.are easily petsuaded to “give. away” the publie’s
-rights; or:to take title in-all instances Awithotrt regard-to the equities.
I have mnore faith in the ability of our-Presidents:to find men: of ability

-afid ihtegrity to:operate the executive. bra,nch, a,nd I haye faath in. the '

men and women who.are now deingso.:

Te mymind thisisa peculiarly mept a.rgﬁment for requlrmg a rwld__ '

.pa,tent policy by statute. ¥ : s
v Third—It-is mobt! important: that the executlve a,dmmlstsrator be

pl ovided with sufficient flexibility in whatever patent:policy isadopted

topermit him te: make the:most effective.and equitable: «disposition-ef
patent rights. Only the agency head-and his staff are cognizant:of all

‘the details; only: theyrhave sufficient: factsiand. information; -.only: they .

‘are;in/a! posmon to see: the whole: plcture oI ANy given: .contract:—each

ofrwhich. is-different ifroi theiothers: - To tie-their hands through.un-. -

inore than llkely

. yleldmg statutory requirements is not only wurifair;
e (Fovernment:; ;

toTesultiin less effective research -at-higher cost to

JAs Lhave. mdmated ‘our: adiministrators:need -and: should have the '

beneﬁt of policy gmdehnes by: which. to: make; their:determinations.

= On the'basis of the information anddsta which.X have thus farbeen

-'tble to meqhire;-the gnidelines set. out in..S.: 1809, swould- appear:both
Jeagonabletand: eﬁectlve Tram: nof suggesting;that, the, bill, needs.no
further atfention, Undoubtedly it will require: some: ‘changes,
if passed; ‘periodic review; after it ‘has. become possible-to- apply -the
benefits..of . experiénce.to;its; . But-the bill does possess the. spir
moderation and: eqmtv Whlch I ﬁnd compa,tlble ith the realiti
ournatiohalneed.: S
- It ishy-belief thafo 1f S 1809 s adopted

ith perha,ps some, modlﬁca,-

tlon, we will have an overriding patent policy which.. gives. due;con-
sidération:to the rights of Government, to the protection: of thefpubhc, '

-and tothe general mterests of our pmva,te enterprise system. . In: situs-
tions where it is important and proper for. the. Government: to acquire
title to:patents arising from federally sponsored. research, T believe that
‘our: executive: agencles—under S, 1809—wonld
_where all the circumstances indicated the. propriety. of title.in 1
ftractor;-this, could a.nd sh@ul be.the result, And

vand,

0: ‘n ‘other gases

By S
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many aatil between” cases] it would:Bes possﬂble to work ouﬁ ‘ag equitable
‘arrangement>l of: fexoluswe 'hcensmgu orrrwhatever degree thereof
appea,red eppropmete : : P
o T ghionldr like to: empha,sme that: the- exeoutlve agenoles ‘which: must
vdeal with' the patent problem.on e day-to-day basis, without-exception,
have learned the importarce of the- iﬂnd of flexibility swhich: 8:; 1809
wwould prov'lde* ‘Even those agencies whi¢h-have been reduiréd-or fnost
rone: tosexert #1 thé! overnment; such: as’ the: Atomic-Enersy
Conimitsion; ithe iNational Aeronautms and - Space- Admmmtra,tflon,
‘and ‘the Depairtinént of Mealth, Edusationy and - Welfare, hive: found
‘iti necessaryito alter their praotloe *aoco:ﬂdmg tol the: 1nd1V1dua1 cieimi-
sstances:: Yo have heard much about:the: desirability of the: practides
-of the- ABC poliey fromi those whio favor a: rigid Govéinmeit-owner-
ship position. Yet, if you lookiiatithe 1964/ dnnial: réport ofithe ARC
“for the Joint: Comm1ttee, you will find considerable variation in patent
‘treatment.:: ABC »now iolds:about 5,000 patents..On these it' hds
sgranted no eXxclhusive licenses:to over 1 OOO private firnis ;-561 have beeh
-iretainedsby ‘contractors 830: excluswe licenses-have been' .granted:in
' “outﬁeld”roases* and title t6400: petents hes crone to contractors su'b—
]eot only tors Government Heenge: -
| Certainly this, it would appéar to me, 13 persuacwe ewdenee of the
need for ﬂex1b111ty in whatever system is'adopted. -
T should: like now to iturn to:sevérall somewheb more peolahzed
‘ aspects of the patent policy problem o %
= Oneof:- these dig-the: international phase; which has not been: Wldely
dlsoussed - We have heard much about “giveaways.”: But a most vul-
‘nerable “giveawsy” condition-occurs in: regard to forelgn rlghts when
iour Governtient tak’ titleto inventions. s
-~List me explain: ~ According to S patent Iaw 51 ap lication- for
patent: niystc ‘eéa,pphed for:bythe:inveritor ‘himself. - The Phlhpplne
-Republic is the 'only othier co’dntry inlwhidh thistisreqiired: T
‘tries' such ‘ag’ England ‘France, or' Germany; or mgnyof ithy
Amierican gounteies s, patent:may be obtained by a person who brings
‘the ‘invéntion inte that country even though h mported it from an-
' other country suelds the United States; ! - :
=Thud, wheninventions ave freely available to theisubhc mﬁthe Umted
Sta,tes, weidre powerless to’ stoppeople in othlercountries: from obtain-
dng: patents iniother! eountriestot the world onthe basis of inventions
- miade in'the United States by American trventors. Whenthis happens
Blir ‘own ‘Goverfient cafinot! use ‘the in¥entions on which the:paterits
‘dre'obtained, ind-eventhe Anberican contractors orinventors who were
respons1b1e For rma,kmg ‘the inventions cannot ‘practice them ‘in-those

countries without infringement or Obta,mmg 8 licenses</And: this ata
paynients: S1tuet10n 1s or1tma] and of 1mmense

it

time when 6ut balatice:
eoonomlclmporta,n &, !
1other aspect ofithe problem TS the $0-0 ]led advanoe waiver.
You may - &id pro ab]v have heen ° told ‘that there s o excuse’ for
‘waiving title on'in invention not yet in being. - In the main; Ttend:to
agree “with this position: And yet there ave’ situations where it'is
.‘most beneficial tothe
vefer: to‘cases whete 4, Federal agéney; ‘having discovered: that some
‘potentidl contrastor hias already doné eonsiderable private research-in

. an are v1ta,1 to the interests of the Government, approaches thet con-

Government to'beable tolwaivein advance: <1
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tractor:! andr requests: it to carry: its: activity 'further on Béhalf:ofithe
Government: Inssueh: instances: it could: be ‘éssential that the Federal
agéncy ‘involved: have the authority: totrade its ownersh1p (but not:its
license) ixights ity whatever future inventions: may: pcguriin-excliange
for-the fres benefit of the work-already doneby the contractor: .:Ifthis
authorityidees not.exist, then:the'Federal agency will either have to g0
elsewhere and: have: thls research done all:ovér again byfsomeone*else,
or" ay-ahigher price to the-original researcher.” . ST

enice: I-:dornot believe that any: overa,ll patent poh
ﬁota,lly adamant against permitting waivers in advance) io:i7io ‘
Finally, I should like to mentlon one pr0v1s10n m S 180 Wh:lch.idoes'
disturb me, .} ealeny Hoy R
«+ "This i section:8;:: Partlcularl - at part {p 14 Tines '23—25),whlch
says that:‘each agency head: sha]l take such: action asmay: be Teqmred
to protect; and:-presérve the- property rIghtsf of ‘the Unlted States 111
any patent se issued to him.” Hrg B3 g !
s+ [fimy understanding: of: thls-sectlon is:eorrecty itinat Aonly pro;;ects
the Governmentpretty fariinto the dicensing -business=it requires
every-department of Grovernment toisue anyone
. ‘6rnmerif; Iileld pa,ternb :
«:fThisihas never béens L j
)éatents have: ralways beer: considered 48 dedlcated tior thies! publ iU
overnment:hag not:customarily: sued: mfrmgers sinee this! Wmﬂd bé

.....

contrary:to the ‘dedication: coneept.:: The! Glovernmient.
the time, money, or disposition to-do s6i»T'o my mind;thisprovision
eould: resulti.in ¢onsiderable;additional’expense to the taxpa.yers“ . lus
a,nqnordma,te amount of administrativéeffort and vedtape. fis

s May T suggést that, ifthis sdetion jsretained; theilanguage referrod
to e ‘made permlsswe rather hian - direstive? :: A - change ofthis kind
would: pernnt; the Government: o bring suit ‘in those ceeasions whiere
itir mIght e Tlecessary, to ‘grant: exclusive: hcenses, butfnot iforce the
executiveragencies! into endless Titig ation. " Legally, Fiath -sure;:the
Government ‘hasithe powetito’ do: this anyway; but Tetaining: the pei:
missive! la,ngua o might have the: advanta,ge ol puiting: ‘ntraeto Oft
notice ofé Federa,l intent to'enforce ity licensing rights: i _

Thank syou, M =ha1m1an T Would be glad to attenipt: bc)ﬁa.n wer
_ a.ny ‘questions-youimnay have.i- fol

- Senator MoCuELLaN. Than
that syou have made’ an excellent résen 'tlon'“one%that‘ srequl feg o
sﬁudy and-thought, s i i i :

=i was intrigued withy your sbatement ab@ut hé: profit that
out of Government research programs.:Irthink thisteommitteev
into that: prevmusly, and wefound thatthe wshalprofit: Avas from! _—"/2
to 21/ percerit.: Is that correct as to what youfound >/ #il.

s iMriDapparro.: That 1§ correct:. - :And another mterestmg thmg——-

Senator McCrerran. Is that where they have a‘cost plus’ contragt?

- Mr. Dapparro. ‘Well; this was in-every:type of contract mvolved—-the
average -of them-alli: " And::as-we ‘compared: that -with-theprivate
research contracts on the same basisthe profit: there wasbetwesn7 and
8 percent So that there is a ‘wide dlsparlty between: the two. She

- Senator: McOLELLAN. “And . where -thes Government - provided the
money for:théresearch it: a,vera,ged_on y L to 2 percent Sau

i Mr. Divparto: Tha.t Is corréety vl et REREEEES

vho indringes i Gov- »

06 _.A‘not hawe :



398 " GOVERNMENT : PATENT/ POLICY.

- Benater: MoCrrrranaT have tried to say repeatedly that I-haveno -

unyielding conviction with respect:to the issues involved inithisJegisld:

tion.::: I:think that the Government’s rights and the: taxpayers’ rights
should:be .amply-protected; but. there is one aspect that:is:quite per-

. suasive, may:be conclusively: so with me.and; that is, that theGovern:

inent goes out to & company. that has built:up a ' wide experience in a
given field; has nobilized the know-how; has-it in placeand-ready,and.
the Government says, “ih this:particular area we would-like to:havea

_ given thing-—twe will help finance:it—we will {indnce it; ' wg will-give

you a contract to.go-right to:it-and put on-a erash program: and get
this.thiﬁ'-:donefo;tus.,’?:ﬁ_-z! LD VT fan L G i Pligie g r i :
Now that same company might very well prefer to use its re-

. seareh, its skill.and know-how for:application: te something of'its é¥n
or-to-contiriue on.with: what it-is doing, and:thus reap the full benefit;

- from that éffort: : But thereiare those-who afe contending, apparently,

that if the company enters into a contract With the Government; allows

ing:it-to takeifull iadvantage of all-of:thdt. which: has-been donsito
bring the research.in-that area up.to its presént-state so-that-it-becomes
the foundatioh for-the new: research,:and if the Gooyernment puts-in &

~ dollar or anything then it ought to have all of the-patent richtsthat

énisue ‘therefrom.:;+&-do not think that s equitable. ~And that:is’the

thifig that gives me ¢concern.’. Where the Grovernment providés all:the

- funids and starts some new experience and does not get the'advantageof

something that has already been accumulated there may be somejusti=

fication for pirsuing the patent. rights, there may be some justification:

" for stating that: the patent-rights-shetld go-only. to-the:Governthant;,
and that the Govérnment should take it and-make it-available:to anyone
who wantsto-use it. - E:have simply tried to get the best.evidence and

‘information that.we can to help us establish the equity as nearly as it

- can be done-between Government and private enterprisein this field;to

establish: adequate protection.forthe taxpayers, and as the.politicians

often say, to.protect their tax money—to protect: their interests—and
at-the same time to be fair and tobe just ta-’gaose,who made investments
on their.own -and: have: taken: the risk in.the private-enterprise field
and have developed-to a point.where it becomes a-great asget, thefraine-
worky s0.to-.speak, forthe. gaals that the Government seeks andmeeds.
And if someone has said that this is simple;-I.do not believe;that

‘they know - very:much about.the problem; becguse it is-not: simpley it is
not eagy:to-find: the proper selution te this. . I-think yeu have made

& very fine contribution to the record of this committee which we will

have:to carefully study.:; 1, personally; appreciate your: presence and

thetimethat youhave given us. .o orvmve i el 50 b

=M Dappario:Thank you, Mr. Chairman,; forthose remarks:

" T would like you'to. know that-with some slight- nmiodification
my. intention in-the near future to submit a bill -quite.comparableito
8:1800dnthe House,; + i vl oole dadwd o o0 10 it
o-Senator MoCreLran.: I am-sure.that S. 1809may nieed some revisions
and-it-may well form’the-basis for the legislation that thiscommittee
will report, and-it may not. I-do hot know,-but, in any case, it:was
the best that. T.could:find -at the time:ef intrediiction. -1 think that-
this is.% matter;of some.uigency. - Thereis no dispositionson.the. part:

- of this commiftee:as.I indicated in 1y opening statement to try to-exx

pedite this legislation without giving:it-the attention:and:the stidy

¥
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Congress should resolvé the Tssue,’ 50
patent ‘policy for all:of the agencies, or, ‘
to say-——maybeé that 1§ 4 Hetter' desenpﬁlon 'nment pohey
for all 61 the agencies. It may very well be that there'dre dreas where
the Gioveriirient, should take all 'of the rights and particularly; in'the
field ‘of ‘health; whete the Grovernment ‘may, to-research ‘instititions
and so forth, prowde ‘all:of the motiey’ and’ where theé discoveries are
made, it mlght very well be that/the Government then ShOuld have all
of ‘the rlghts, : g “from- sueh ‘
: researeh '
Thankyouag nvery A
Mr. Dapbario.” Thank yoti, Mz, Chmrman;f
‘Senator MeCLELLAN: Oall otr hext witness. e
Mr. BReNNAN. Mr J. Edward Weleh" uty
Gréneral Accounting' Offics, S
Senator McCrELLAN. Please be seated sir, | g
have your: testlmony this' morning: Wﬂl Fou 1dent1iy ourself for
the record and, also] your associates, please? = - TR e
- 'Mr. Weica: Tdin'J: Edward’ W’elch Deputy Grenieral Counsel Gen— :
era.l ‘Accouniting ‘Officé. Or ' my 'ri'ght As M. Milton *J. Soeolar, 'wWho
ig an attorney adwser iri the Office of the Generdl- Coiméel. On” my
left is My L7 H. Rubin, who'is- Assodiate” Director of the’ Defenee '
Accounting and Anditing Division in- 'harge of eert in’ .
audit work in the Department of Defstise. -
Senator MoCLILLAN. Very: well You 2
Y M Wercd:! Yeg; sit; Tdo, 7 77 1 2
Senator MGCLELLAN Yon may proceed

p: prepared sta.tem nt?

STATEMENT OF .T EDWARD WELGH I}EPUTY G-ENERAL OUNSEL .
" US. GENERAL ACCOUNTING OFFICE; ACCOMPANIED BY MILTON
e SOCOLAR ATTORNEY ADVISER OFFICE OF GEN'ERAL COUN'-

-SEL; AND H.. RUBIN ASSOG’IATE DIRECTOR OF. BEFENSE AQ
_‘-'-‘COUNTD;\TG NI} AUDITING“DIV ION GENERA‘ AC‘COUNTING.
- OFFICE:

Mr. Wirom. Mr Chalrmoan and members ‘of th subeommlttee, W
are glad:to comply with your request: to:appear:beforeyow and present -
our views:in connection with yeur:consideration of 8. 789, 8: 1809, 8: .
1899, and:S: 1047, The-first threé:bills are divected toward the: degir:
‘Lblllt} of establishing & congressionally declared national ‘policy: with
respect, to:the public 1nterest in-inventions and‘Scientific and technical -
information® developed thiroughs Gévernnment-financed: research-and
development. " 'Wie béligve that. thére is &' pressing need-for an-overall
legislative policy.inthe field of patents;however; we teke no- posmon _
concerning the relative merits of the three proposals. i
. While we ‘understand- that! your' primiary: interest in havrng ¢4 ap-
pear is to:obtain onr views vegarding 8. 1047, ’e Would hewever take
this opportunity to call to your attent : i
covered: bv; the ot three‘.‘ ' i 4
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9.3, 1809 a.nd S.,1899 each dealgrwith:the a,oquls1t1on, disposi-
d uSe. 0 inventlon and data, 1esu1t1ng from, contracts.directly
concerned Wlﬂ,_resea,rchu jand deve 'pmenn financed. at ta,xpéjrye ex-~

- ; , uat_lon where negotiated contracts
of dependent research pro-

;_Egsuch research costs in

are not in. pOSlthl’l tomakeany. recommengation congerning the proper
policy to be followed. But the question of indirectly Government
financed research and development is closely, connected with- the sub-
ject covered by the three bills, and,we beheve‘there is suﬂiclent at stake
n the way of Government fi nvolved, an i
rant bringing the matter toyour.att
(\C[r Welch then testlﬁeg “witl
_ prmted separately. sy b fimanas w
soenator  BURDICE:, Gettmg back
mony, you referred to S. 789, .8
“none of them reaches the 31tuat1
in;substantial public; support “of ithe independent; research. programs
f contractors, through the assumption of such Tesear s, in. over-
haa yates. . Under current. l::mdmln strative pohcy, th
doesmot, so faras weknow, obtaln ‘Lnyrrlghts with
and data ﬁnanced at taxpayer expense;in this i
¢ Clan you give mean examplg,o that type ( 1a£19
' 'Mr. Weron. Could I have Mr. Rubm'answer that question?
is with our audit group. e .
Se.nator Borpior. Yes.

of ‘your, testi-
1899, .andyou state;
Where. ‘negotisted contracts regult

‘ developm nt. ‘}ro-
tractor 11 Vance

ik allowafgle itend of cost: Thle oSt 1s--,the,n ,aalloeated to th GOIltI“'lCtS
then in process which may involve production or research and:develop-
ment. The Government participation ma,y COVer as much as 80 or 90
’ percent ofitheeontractoris:costsirin Tis sormind™ o1
$iTheextent of the independent research prog ms ra,ther smnlﬁca,nt
if riany dases; Wehave received an.estimate made within the: Depart=
ment: o_f._Defense that-iridicates! that-the amount:of the totaliof such
programis; I think:about:& . year or: twe.ago, was; in: thiel nelghborhood
of $900.millioniannually..;That is.a rather. significiint :ﬁgure-; Sy
v SenatoryBuEbick: 1l do-notquite understand-it yet.. The Govem—
ment pays a consjderation to the contractor to.dethis work.:.
My, RuBin:; The Government, iyou say, pa,ys a conmderatlon
Senator Buroicw,: Yes. frin
e M Boerw:! The: Government Wﬂl pay fo
~/Senator;: B‘U’RDIOK What s
~ adevelopment.contract?. . ) ;
- Mr. Ruemx.: The point, tha,t we! make- here s that the Way these bllls
read they relate only to contracts directly concermed with research
and development. These contracts will not specifically provide for

.ofiit; 'j%es.: :
the dlﬁerence-rbetween-a rewular and
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patent 1'1gI hts. arlsmg und"f‘._mdnect reseerch_a,nd development
point is' that you, might wish “té ‘congider; in" additién to ‘thi
reséarch and development contracts, the'p elb111ty of establishiile
Government patent policy eovermg the indir 't'costs Whlch are, also;
regsearch and development.’
¢ Senator Burpick, Do you recommend that '’ SRR
‘Mr. Rusrx. No; we are not taking a posmon on that pomt but we
think this should, a]so, be considered asito whether: the Grovernment
.ought to cons1dera title ora license  policy oreither. =
%enator Burprox. ' That igall T have, M Chalrm i
© Sénator MoCLELLAN, Thank you very much S
“ My, Waitcrr, Thank: you o K
' Senator McCLELLAN. Gall the hext W1tness

'Mr. Brenwax, Mr. John M. Ma.lloy, Deputy Assmtent Secretary_. '

of Defense for Proditement,
 Senator MoCreLLAN, Mr. Mallo
My Madnoy.: Yesy T do: o mhim®
Senator MCCLI}LLAN Id
Mr MALLOY I ‘8T J ohn M \Ialloy, Deputy Assmtent Secretary

Vyou have a prepered statement?

of ‘Defensé for Procurement, On: my- left’ is*Mr. Howard €. Hi -
ist; Office of the Aigsistant Secrétary -
of ‘Defense, Installations and Eogistics; and on my- right is M.

Wllhamson, procuremert speciali

R. Tenney Johnson, Depuity -General - Counsel of ‘the; Depertment of

the Army. Mr. Chiairman, T hive’ msked other members of the mili- .

tary departments wlho are specialiste’ in ‘patent: matters to be here
today, 'should we ‘get: 1nt0 those detalls so'that they will be available
for ‘answering questiofis. ¥/ A G Dl

Senator MGCLELLAN You may proceed

_STATEMENT orF J' OHl\T M MALLOY DEPUTY ASSISTANT‘ SECRETARY
" OF DEFENSE (PROCUREMENT) ACCOMPANIEDI BY HOWARD CH:

‘WILLTAMSON, PROCUREMENT SPECIALIST OFFICE OF TT{E AS -

SISTANT. SECRETARY OF DEFECNSE (INS'I‘ALIATIONS AND LOGIS-

= TIC8); R TENNEY JOHNSON; - DERPUTY. GENERAL COUNSEL'

-’-DEI’ARTMENT 0F THE ARMY; ‘ALSO LT..COL: JOSEPH HILL CHIEF,

:"_"PATENT DIVISICN OFFICE OF THE JUDGE ADVOCATE GENERAT,

...0F THE ARMY ALBERT HELVESTIN'E CHIEF PATENT COUNSEL
.. OF THE NAVY GFFICE oF NAVAL RESEARCH AND. IIARRY HER-
-+ BERT, CHIEF, PATENTS. DIVISION, OFFICE OF THE .TU'DGE ADVO
s's‘?CA’I‘E GENERAL OF THE AIR FORCE BEPARTMENT OF: DLEFENSE

My M_ALLOY It isa plea.sure to presen
the Dep‘trtment ‘of Defense . concerning: Government, .policies. for
acquiritig: patent, rights, under: research. and development contracts’
and: for: utlhzmg pmvately owned pa.te
owner::

I Wl]l dzscuss ﬁrst the acqu ‘1t10n poli s which, re gen
cussed under the heading,, Governiment, pa,te1 pohcy It is not my
purpese to rehearse for you,n.« lebail, the. many: arguments which have
been mede over the years on this issue. Few issues of public pohcy

:you teday the GWS) ef-

without, license- from thelr :

F
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depated so. v1gorously, S0, thoroughly, ‘and for 511011 a. long
“The several hearings your subcommittes hias conducted on this
pomt ‘haye made you thoroughly acquainted with. the. opposing views
points.. . .The Depa,rtment of Defense: presented its Vlews toryour £omm-
mittee in 1961, and we rea‘ﬁrm those views today... . L
Suffice it to say that the mainspring of the patent pohcy Which the
Department, of, Defense has, followed , hag. been incentive. , Tn .con-
tracting. for. national defense reséarch and. development the Depart-
" ment of Defense has. sought AmMONg other things, to take:ad .antacfe of
the incentives impleit in‘the ,patent system.: ./ The patent: system. was
established fo encourage Jinyention, . disclosure, and exploitation - of
new ideas. Tt is a fundamental part of the,economic fmmework of
incentives in which American industry operates,. . . . -, :

"o Whensthe, Department has agreed that, contlactms and t1e1r- sub-

o contractors may retain patent rlghts in inventions, they, make, in per-

forming research and development under Defense contracts, prov1ded
the Government obtains complefe rights to uge the.-inventions+itself or
to have them.used by others-in.s. ork for:the. Government, the, Depart-
ment hms hoped to maximize the incentive to both larO'e and small
companies 1o seek outiand compete for Defensge work, fto bring. their
best. prwatelv deve]oped background and, most promising. 1deas and
most talénted people to the task, and to report. freely and readily:the
full vesults-of their work; without fear of losing. exclusive ‘com-
mercial; rightsin their 1deas, which. Woulddlormally be theirs. ...,
The Department ‘has sequired. what, it bargained for. To 'ccom-
phsh its purposes the, Department has. not generally needed full title
to'its contractors’ inventions, and:it. has beligved.that requiring full
title would undeswably dilute a necessary incentive.for. Defense
work. At the same time, it has-censidered ‘that when the.invention
remains in private hands, the incentives of the patent _system are
available to. protect and encourage: private xinvestment in:bringing
inventions made-in; ‘Defense work: to-the coramercial market and.thus
' makmg them available tot e
‘However, t] Dep&rtment ( ‘ 3 ono recognlzed ﬂm’f its
general pohcy of seeking only 8 gove nmental Ticense to use its con-
tractors' an. tractors’ inventions is nob necessamly the only
gppropriate:p or the “entite ‘Government: - Other: Goyernment
agencies ‘have: dlfferent missions and: roles-to plajy in the national
“economy; and: these-different.missions and rolés may require a.dif-
ferent patent-policy. In’ other words, in these. 1ns+an\,es there may be
a-“specific 1) in"taking title. For
example, ! _ _ es not eontraet’ to
‘develop invéntions ot ‘domimereial vse—and inventions: found: useful
for military purposes often require considerable private investment
to make théni ¢ mmiereially tseful—other” Government ageneies do
Have s mission’of ‘déveloping ifiventions'to the point of somimercial
application #nd’ makihg them available to an: industiy witheut the
- need for further developmenit.’ The reseéarch and developrent “in
commerc1al fertilizers carried on by, the Tennessee Valley uthomty
1s an ‘exaniple of this kind of aaency‘ igsion.
“In*1961, folléwing’ prolonge‘d congiessional ‘intérest inthe pqtent
pohcy g n, the Depaftmén %efgn formally recogriized in

i
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the Armed Services Procurémenti Regulation: that there were instances
even:inDefense eontracting whereithere could bea govériihental’ pur-
posesin-acquiring not. only alicensesbut:full title-totinvéntions made
by contractors. :: For :instance; one of:these situatiofis Would be e
séatrch and:development:of a new technological field inwhich: thépe-is
" nocsignificant private experience on:which:to build: - gic A
as for-example the :development of atomic energy, thé Géverninent
may need to acquire title to inventions madé so-that the riecessarily
few contractors-who:take:part in the opening of thefield do hot dbtain
exelisive contrel-when the field devélops comimercially. - -
-{The patent:policy guestion has become'recogrized as a'sa i
problem, not -a:simple ‘one-—a problem demanding & sophisticated: ap-
proach;:not a simpie one.:'Considerations applicable inone &dse may
. motrapply:in another!’ For-example, it has become:apparent thiat s
major presumption underlying: the: hcenge policy—namely; that pri:
yate companies ‘will ‘develop patented inventrons éompiercially and .
~thereby bring the benefit of the inventions to the public—does: jiot
necéssarily apply in'the case of ‘& company which works exclusively
forithe Goverriment;, and which therefore hias wio’ provéil petrformaince
-of: working .inventions in the:commercial market, “However; before
. tooisweeping aiconclusion be drawn -from this consideration, if must
‘also be rememibered: thiat: many small firms; springing 0p to meet
(Grovernmentneed for specialized equipment, but' withoit any previous
commercial: history, need patent ‘protection: for -théir inventions to
- enablé themto: igain ‘4 foothold fin the commercial’ market -against

established compandes: i 70 21010 L B e T R LT
. Armonuiental step toward resolving the many disparite factors in

T giich -4 ¢ass,

jeet &

the patent policy equation was taken by:the:late President Kennedy L

:when: he issued his statement of Governmient patent policy on October
10,1963, President Kennedy’s perspective -was broader than that of -

any -individual Government ‘agency. * The: basic objectives' of ‘patent -
policy-outlined in this statement are that inventions arising from'fed: .

erally financed résearch-and development are an imiportant and yalu-
able national resource; that theseinventions should be developed, used,
anid: thereby’ contribute to- the growth: of the civilian econotny; and

that themecessary incentive to trigger private initiative to accomplish
this'end shouldbeprovided.: v 7 orserat vi Tl E S e R
-~ This broad: policy is-thus:-based upon the concept that with respect
to-inventions emerging ‘from Federal'research and development; the
incentives of ‘the: patent system are to'be fully utilized for the benefit
of the general publicswhensver it-is appropriate and consistent with ..
the Government’s purposes in undertaking the research and dévelop-
Thent: so to utilize them. :If theré*is a-firm ‘geyernimental objective
in obtaining title to inventions made by Governient' contractors
under a: particular contract—and the President’s stateiient spells'out.
the situations in which there is such @n’ objective—title should he
obtairied.. Where there is no'such governimental puipése and Wwhere
{hi eontractor hay a record of commercializing patents, patent rights

* miay-be safely left with the contractor subject to certain’safeguards.
Where fio'such presumption can'bé made; the issue 'of patert rights s -
to be left for later determination, taking into aceount-any plans'thé
contractor may offer for commerclalizing particular inventions which
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emerge. frem the; eontract worl:-- The safeguards:which:T mentmned
include the. rlght to. requlre the gontractor to.make the invention avail:
able. to. others for use or manufacture ito the extent;the invention is

- requlred_ for public. use under.a governmental régulation or. to: the

extent it is necessary to fulfill' health- needs; and also:the right:to
require. the.contractor to'grant licenses to others if he refuses to, com:-
‘mereialize: his invention.or: permlt others to do 86 on: refmsonable te1 ms
“within areasonabletime.’ .. s
. The President’s. sta,tement strlkes s Proper belance between com-
plete public ownershlp OF: complete private owneiship: of inventions
and applicable patent, rights.which result' from performance -of’ re-
- search and.development work: financed by the Government. In addi-
. tion—and. L emphasize this—it provides the administiative flexibility
~which is essentlal if the.various agencies of the. Governient areto
execute thelr Pprimary mlssmns ‘and at the same time achieve a éon:
sastency dn patent pohcy 1n erees of endeavor common to- seveml
agencies. ..iido.- : :
The. Depa,rtment of Defense patent pohey fu]ly 1mplements Pres—
.1dent Kennedy S, stetement of patent policy.: It js interesting t6note -
- what, has, happened:in-terms. o¥ division of patent rights. . Operating
under the old Defense pohey, 17 research: and: .development- contracts
in fiscal year 1963 contained a'clause acquiring title to the patents for
the Government. In fiscal year: 1964 the numbet of such: contracts
increased to 29, making a total of 46 such contracts in fiscal ‘years1963
and 1964.. The remainder, more than 99 percent, contained the license
. clause. In contrast, under the ASPR 1mplementat10n of  the  Pres-
ident’s statement, for the.month of April:1985 alone, out-of 695 research
and development contracts awarded, 68 contained the title clanse, 505
the license clause, and: 119:a clause Whlch defers-the alloéation of rlghts
.of inventions .until disclosure, .and. 8 -did not contain petent elauses
‘(because the subject-matter made it unnecessary to:do so):;"Jn our
opinion, these:figures .demonstrate the marked swing from - ‘what was
substantmlly a. hiindned percent. license policy-to- the more: balaneed '
- result which wasintended by the Presiderit’s statement: -
- Nevertheless, we: are well:aware. of the need to! 1mprov he im le-
'mentatlon of this policy: by: our contracting officers.. They- ‘have: dIéCI—
swns to make which they have never had to make before.. These:deci-
sions are not.easy.. . We have: several thousand : eontraetmg -officers
located all over the United States, and we.are continuing.our:efforts
to Impart to each.one a.common. understanding of the Department: of
Defenge implementation . of the President’s policy..:In addition we
believe'that;. further revision of the regulations: to assure. clarity and
CONSistency 1S Necessary, and we:expect that cha,nges W111 be made as
a result of analysis of our operating experience; ..,
. However, we.have enough.experience to form. the ﬁrm opmlon tha,t
Pre51dent Kennedy s statement. of patent olicy. is-the- sou.ndest formu—
Jation of policy.ever achieved in this most difficult field.. b
‘The Department,.of Defense therefore ‘supports. leglsletlon whlch
mcorpora,tes patent. polley stated by the Pregident. - Because; Mr,
Chairman, your bill 8: 1809.in. la,rge part does thxs, the Department
of Deéfe e 5up - : 5




GOVERNMENT: PATENT  POLICY . - 10

-1:We:dei have:recommendations foir certain aspects-of S. 1809 which
-go beyond :or omit:features of: the President’s policy, and I would like
to-offer-our géneral observationg thereon. . The.spegific changes we
recomniend: are:discussed:in :detail in cur reportion.S. 1809 to.the
chairnmian ofithe Judiciary Committee. . =00 v o cana 0wl oy
7. First, the Department: of :Defense- believes: that licenses: for:the -
benefit: of ; foreign: governments. should. not be: obtained . in , section
8{(b)«(2). ~Bection 3(b) (2) would provide a; windfall of patent rights
for-foreion. governments without eguivalent. benefits: for: the: United
States: j-;'%_:f:lrtherm()re, section-3(b).(2) is not necessary:to-enable.the
United States to meet any treaty commitments we now-have..-, Lf there
is a future need to-acquire licenses on behalf of foreign governments,
the: appropriate method: is- by .administrative action-tailored.to. the
specific situation rather than by-an across-the-board: grant in. all
gituations. . e Sttt e T Sy al b

- Second; we are:firmly’ committed ‘to the proposition,that rights in
inventions-—as:well as.all:-other  duties. and . obligations—whenever
EoSsible-,shouId%be: established atthe time-of contracting and then ad-
:hered: to-and carried: out. - Section 4(b): of. 8. 1809-—a section. which
provides that-the:contractor should have the commereial rights—pro-
vides that the Government may. redetermine: patent, rights;; we: think

. this i highly undesirable as it.leaves a cloud on the contractor’s rights. -

‘The effect.of this: featore of section 4(b) is to. make it only slightly
distinguishable: from: section-4(¢) - which is concerned with: after-the-
fact determination. ol e Tt e e
- Possibly this feature:is intended. to cover asinistake by the Govern--
ment or the: off-chancethat:some ¢rucial ,invention: will be:mads.
Nevertheless, it-would apply:in:all :cases and: would leave. rights: Aty
-all inventions:subject: to.doubt. as to: whether: the Government, -would
- or would not -act: - This element.of doubt could tend unnecesgarily.to
discourage private investment in commercializing such inventions. ..
+i+To coversthe-exceptional case; we recommend. relying instead;on the
eompulsory licensing provisions-. ér - “march-in”: rights -set- forth in
gection:1 (1) and 1 (g): of the President’s poliey and:also: ircorporated
in-ASPR “and : inourr dontract - clauses.::: We:believe:the: so-called
H“march-In”? rights are-ample protection for-the: fortuitous-event that
section 4(b) of 8. 1809:is presumably addreéssed -to.. We:also recorn-
mend that in recasting. section 4 (b), authority be-included; to: obtain -
greater license rights-at the time of contracting-than.the nenexelusive
Jicense specified im:section 3(b) (2) if the ageney head determires that
:suchigreaterlicense rights are required in:the public interest. :: sy
Third, we do not favor the applicatiorn:of the Administrative’ Pro-
eedure Act and:judicial -veview to: the' determinations.of:invention
_ rights such ags in thedeferred: case under section 4(c)i:0of S, 1809. . In
-this conrlevtion; we:believe that section4{c) of 8. 1809 is:not properly
balanced, in that the Government may acquire only a nonexclusive
Jieense in-cages where theiallocation: of:invention: rights: has been’de-
ferred unless the Govérnment:can show that the public interest would

isuffer-if the contractor acquires theprincipal rights, : Thisis weighted -

-against:the Government. :“Preferably; each party:should beion:a basis
‘more appropriate to its interests. For-example, under the President’s.

54-400—65—-pt. 2——=2
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sﬁatement in the deferred 51tuat10n, s ¢ortractor: (norma,lly a ‘¢om-
pany Wlthout 4 commercial- background) -can usually: expect to: ob-
“fain titledf it can'show a positive plan.foricommercializing: the ihwen-
tioni Hewever, the'birden is on the contractor:to show:tHe plan; and
on the Government to decide whether:fuhdamental’ public pohcy Te-
’qulres that title vest in'the Goverrrnént. In: partlcular, ‘this. kind of
decision should not be'subject to judicial review: - Judicial review may
be appropriate to: procedures which: have ‘as thisis ‘purpose divesting
rlghts previously’ established.: However, here the igsuésisithe allocar
Fion of rightsin: the ﬁrst 1nstance rocedure substantmlly d1ﬁerent
_ from divestitiire; - ‘ ;
In general, how'ever, we' would favor enactment wof
changed i1 ‘accordance with® our! recommiendations.: 'We believe: that
this bill"cati be interpreted: to preserve!the mdmlmstratwe ﬂe "blhty
. Whlch is contained in the President’s policy. :
With ‘respéct to the’ othier: bills before:the: subeermmtte' deahng
' ‘Wlth Government patent policy; the Départment 6f Defense considers
that 8. 789 contuing ‘desirable featurés butifalls:shortiof certain:im-
portant “provisions of the President’s: stetement and: thereforerthe
‘Department does riot recontmend its enwctmient.’ For: exaniple; . 789
would limit the’ exerciserof “march-inrrights to-casés in which ithe
Govetriment: m1ght haveacquired titleidt the’ timevof confracting but-
‘did not. : This is more restrictive than the President’s stetement “Weé
“believe that “march:in” rights should be availablein-any case in whic
the Government has obtained only a license. i
- Phie: Department.of Defense strongly opposes: enactment of S 1899
-ThIS bill would be in-effect require the Govérnment:to take title to all -
inventions and applicable patents emerging: from: federally-financed
research:and deveﬁ)pment +Such o policyiwouldshave; An' onrs judg:-
‘ment, severly adverse’ loncr—range effects :on’the Pefense researcland
develo ment rogram. - It would tend te contentrate our work inonly
those: which talke our contracts on-any terms they: can.get them
and to cut defense work off from the best research worl carriet onby -
U.S. companies for their own :commercial’ purposesi: It i
' ‘courage inventive small business: from: working:for: the: Goveriment.
Tt would remove the patent incentive and: protectlon for commer(:la.hz-
_-mg many inventions made for the Government !~ - ‘ :
“While $::1899 would ‘provide for after-the—fact review ofreach" in-
rventmn—-an exceedingly cumbersome administrative process—the re-
quirements-which-would have'to be’ met before:a: contracter:could
obtain title:to his'inVvention are such thet in prmctwe.l terms ne pa,ten*ts
-Would be-acquired: by contractors.: i ; -
- Our-detailed :comments oh these bllls ha,ve been.pro‘mded in er’sten
form to thé'chairman of the J udiciary Comrdittee.i:
M Chmrman, this conchidesmy stetement i
an questions you may haves - re i ER NI :
genator McCrernas:- Thank: you Very much, Mr Malloy Yom
let.ter from: the Department to the chairman: of the Senate: Judiciary
‘Committee, of course, will be made a:partof the:record; andiwe: will
hawe the benefit of that in the record as-well as-your: statemeént; today.
~Seriator’ MeCrernan. At.the ottset ofyour. statement: yow-empha-
"s1zed the patent incentive as consldera,tlon in procurlng VVhat :
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ing jyeur ]udgment -would:be the impact :on: the Defense Department.
ifi that: incentive is removed :

\’II‘,r.NIALLOY; Mz, Chairman; ew
that af

feehng has been for many yea,rs
his-incentive is removed we:: willvhave peténtially: removed

fromus sources that havethe: hlghest degree of ‘technical competénce -

. in & particular field.  We may be forced to go to other contractors who,

certainly, will perform-research: for:us, but-they may:mot-be. the very
Hest: contractors because they lack the: beckground and the knowledge
thathas been dey eloped incthe; guestifor.comrercial markets::: Xlike
the way that you described the game situation earlier; Mr:: Cha1rman,

avhen: Congressman,; Daddario -wis here, because: I think that yow.de- -

seribed it quite clearkys namely; that; the. Department shiould notbe in
}ihel: %)osmon of. going to the: contl gtor: Who i second best in the researoh
eld: : i
- Senator MoCrzrrar VVeILnow, f:here is enother arwument here that
ALwantte.diséuss in:the record; that is, is.it-true that wehave private
enterprise, institutions,, business institutions that hayve developed their
tremendous skill in certain fields. that-would refuse to. serve:the, Gov:
stnment to'provide services forithe Government.and:dosresearch work
for the Government for a reasondhle compensation-unlessithey were
wranted the rights.to all.paténts and te-all mvenfionsand discoveries
that were to be made—would our lirge institutionsylarge business ini-
_ stitutions and: corporations refuse Lo do that Work for the Gevernment
on:a reasonable:profit basist:; e
+Mr, Macroy., Mr. Cha,lrma i we have never eontended tha.t we would
' not bs able ta place a contract.for our research; regardless of the:patent
title question. - I think: that. there: would be very: few contractors who .
swould absolutely refuse, although there would:be some, possibly, but-I.
“think that there. would. be very feW Who Would absolutely refuse io
‘taleouy. COIltI"lctS S ST -

“"The questlon ig oonSIderably ore! eubtle than t.hat A contraotor
who-has an;established - commercial .position would find himself-in- -
evitably, I think, if he took a research contract; ‘thinking:.of.the -pos-
sibility of-losing: ‘the. very:commereial- advantage that he haginvesteda
lot,of money, in. - If that isthe case, he might take a Government.con- .
tract,.a; Department. of Defense oontraot ‘but - he might not.assign to,it
the;jvery best people that-he has in his organlza,tlon ~He mlght nof.
‘bring:to-the solution, tc the: solution-of the research problem the-many,
many facets that he has:pursuéd in his eommerom.l yenture, beoause :
1to da.sowould destroy his contimercial pogition. . ..

. Tt:is extremely.difficult to, jprovethis point one: way or the other .
‘lely onzonr judgment that this would: inevitably: ‘be;the result.:: The
possibility. of this happening:is. something that is important: to ‘the
-Depmrtment of Defense,:but. we:do not, hawe 20 Wa,y of measurmg 11;
with great precision. g

‘Senator: MCCLDLLAN ‘,Let:u take an 111ustret1on Here is; e com-
pany .engaged ‘in a given. field :where it has mobilized its. talent;. and
has -dong a-great :deal,of research--it has. already:- made conmdereble
investment in seeklng a breakthroughin a given atea, but it-has:not -
siceeeded. yet—it has made progress but it has not succeeded in hreak-
ing through The Government gets interssted. in thls sames; field
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“8uddenly, the Government needs this prodict, and S0, reallzmg that '
this company has done considerable work already, goes to the compartiy
‘and says; “Here now, we' ha.ve to have thisas soon as possible—we need
it. - We are:willing to give you-a contract. -You put your best men
on- 1’1'; and get thls thmg done, get the brea,kthrough as qulckly as you
can. =E ri
~And the company responds Where are the equities?: Who Should
get ‘the patent r1ghts on‘that: patent when’ it breaks through and-is
accomplished ?-: There-is the difficult -problemy that we have. - If you
* are starting from scratch; soto speak; and you make a contract to ‘de-
veélop it and you:secure. the skills to do the research, certainly the Gov-
ernment would have it.- - But, where the:company has already made
considerable investiment;:it goes outand- emp%:'a s:people, mobilizes a
- lot of skills and talents, and it has developed those talents, as well as
bringing them into a- p051t10n where-they are competent to pursue the
objective—they have an investmentin that, and the Government comes
along and says, “Well;:we are interested in this, too;s0 we will finance
a-erash ‘program. here g0’ to-speak.  "We are very much interested.
We will give you a: contmct for certain’ aspects of th1s And we W111
furmsh allthe:money from here ohvin.” ..
'There ‘are some: equltles there on both su:'[es How are we gomtr to‘
dlstrlbute thatequity?: '
T My Marpoy. M. Chalrma,n, we feel that the equlty in that situation
‘would lead a prudent man to leave the title to the ‘patent with the con-
‘tractor. - He has assembled some valuable assets, including both physi-
cal ‘and human assets and pmor ‘research, so that he, obviously, has an
investment in-the situation. - The’ G'rovernment obtains all that it re-
~ quires 'when:it getsa royaltv—free license, to use or to: have others use
the inventions that might flow froni the.research worlk.
Senator McCrerran, The Government has an 1ncluswe rlght always
Mz, Mavroy., T beg your pardon? i
~Senator - MGCLELLAN The Govermnent Would get & hcense fortlts
-pu oses, in any event: : P
- r. Marroy. Yes, sir: It iva nonexcluswe llcense S0 tha;t the Gov-
-ernment can: pra,ctlce any invention or have’ any other contractor prac-
tiee any invention for Government pur}})loses ‘anywherg throughout the
world. - So the Government gets everything it needs to get on with:its
business.: ‘"We feel that the equities of the situation call for leaving
title to the cormmercial application of the patent-with the contractor, -
© Woethink, alse, that this:carries out another:primary and fundamental
purpose; ‘of the President’s ﬂohcy ; na,mely to get the invention work-
“Ing in the commereial marketplace. - Tf the' contractor has a: degree
of exclusiveness for 4 period of time, as'provided for under the patent
laws; it-provides him with the incentive to’ actually bring the Inves-
tlon to t%e marketplace to make it available to everybody. -
Senator MoCrrrran, ‘That is giving the patent away. I you gwe
1t to ‘the: contra.ctor, the exclu51ve rights,’ sub]ect to (iovernment li-
‘cense-'to -use it, that is giving away: Somethmg That 18 the Way I
'mterpret this. . Woud you so intérpretitd:
Mri Marroy. Mr: Chaarman tha "
' generahzatlon SRR

ets ‘to be a kmd of a broad_
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- Senator: McCrrrnai. Thatiis’ a lbroad: géneralization: that is used.
They want to give patent rwhts away What is your 1nterpretat10n
o:f wsituation like that?. ROUE i

;oM. MALnoy.. Certamly, when WB barga.ln at the f,lme of; contractlng
to Teave:one:party some: property,rsuch as:helwould:get: out:of ithe
invention, we are, actually, in the bargain giving up a rightito-one -
partyof the contract Would_' ot call 1t: & glveaway :
tiated propositiomn. : TR SIS

Senator MCCLELLAN. Ttisa art of the oonmdera,tlon ;

Mr. Marzox. It is a pa,rt if the conmderatlon of entermg.mto he
contra,ct, yes; sir. B ! 3 :

;- Senator: MOCLELLAN.-— Here' i .the argument Y o ares: already:
glVan‘ the- company;:the: ‘contractor;av profit:: :He ‘is: guaranteed -a
proﬁt He is-getting a:cost-plus:contract; maybe B¢ that he: cannot
Tose./ What is your argument-against that?: i :

-:Mr: Jounsow. May Lanswe

»:Senator MoCLELLAN, Xes 10 R Jo 5 .

My Jornson: My name:is: R Tenney. Johnsons: and-T-a ‘amy Deputy:
General Counsel of the Army: The: question that. you:posed: is; What
ig=the ‘answer:to the: a,rgument that since a:contractor gets 8 proﬁt_
frofidoing the work-in’the ‘Governmient: contract,. does he: require ‘&
patent incentive in-+ s.ddltlon2 Ot feeling' hag: always ‘been :that it/
1578 question: of: fairness in: recogmtmn ‘of -the ‘contractor’s ~equity:
that he has already established:in ‘his-prior ‘work whicl:was not
performed for the Government: "We are iiot dutomatically entitled
to-full' patent rights just' beecatise: we finance & particular: phase of
thie “dévelopment ‘work. - Tnftother rords, ‘the prog t on' the- partlcula,r‘
deiitract that may be'invilved cempensa,taen Hfor the invest:
ment he has made in the past: posn:lo where he eari: be.-
chosenfor research work forus. i+ i Lo :

Senator MoCrerraw., Yes, but he is not- going’ t
profits, - I*would tiot antlclpate that ‘he would: ANy wa .l " He'undér-
takes a’ contract'so’ as: to make’ thy nsual proﬁt ‘ora teasonable’ profit:
of '5,°6, 7, or ‘8 percent, whatever it ‘isy X .dovriot: think ‘that:hesis
0‘01ng to contract At'al lesger price with the-idea that; wsll, there may

& some’ patent b may diséover, to wlhitch: He may’ Have: the rlghts
and thus profit in that respect, too. I do not think that he is gomg'
6 reduce. his price’ a,ny on; “thin 'account but-He -may ‘hesitate, if ‘he
ligs gone pretty far in the' ﬁeld-—whe may say, “Well, T'do not f)eheve' :
T want this contract, because T am “already on‘the verge of aibidalk
through here that Would bé'quite profital le:? “He-tmight ‘very well:
hesﬂ:ate to make available his facilities @nd _t&lents that ‘he has’-
under contiact to the’ Government i "‘such & clrcumsta Th :
another aspect ofit;* =

First, Tet me say that the 111ustrat10n that I trled to give in th case
that I tried to make here is an instance: where, under present ‘practices,
you might very well'give to the cotitractor the exchisiverights o own
ership in'the beginning;atthe time of the tiiaking of the contract, where
it'was known that he has done congiderable ' work in this: field- and was
still ‘working in it, *That, is one of thosé cases;’ T 4ssume;’ ‘where yow
mlght Very Well say, “We Wﬂl o'1ve yon a contract and. in the beolnnlng

b VR D

DEEE AN



4100 GOVERNMEN‘D J?A’DENT POLICY

the rightsto the: patents Whlch result from 1t w1thout Wa1t1n o deter—
mineitlater?? oy 27 e o ; :
.~ That questlon has been ralsed Under what dirciinstances and Why
should 'we:dé-that/in: the beginning; give away the patent 2:.: Why ot
waitunily a,fter-the dlscovery had- ?been made-': and then settle the
propomtmn2 SO : ; i

:‘The case: that. : gave you is an msta,nt Where, poss1b1y, you Would
grant the’ excluswe rlght to the contractor at the begnmmg, ig tha,t
correct? srei : ;

- MreMarroy., Yes, st L Pl

Senator McCrerraN. And now one th1n0' further tha,t Tocan fore-
see; if the contractor ismot to get it, and: the. Government has-a policy
whers it will take all the discoveries and. inventions, have exclusive title
to..them, theré would: be a disposition;' T would think,on thé part-of
the contractors as you said earlier; maybe not to put thelr best talents.
“on this particular contract. And, secondly, maybe hot. to report: dis-
coveries made that were not ap arent in otliér words; et us take the
gide discoveries, that is, thingsthat’ wete discovered that you: 'were ot
looking: for, that wele not: necessa,rll pertinent’ to. the .contract, the
product: that, is involved—they. wotld :not/report those. - But- they
would: be: required, 1. assume; under o .Government OWIlBlShlp ‘policy:

'to report.alliof, that and the' Government would become’ the owner of
that, too. ;-I can: foresee that there. niight not be-an enthusmstlc 1110111&-
tlon to. report all those that were discovered: :

~Mr, Marroy. I.think both.points are well taken I thlnk that thele
“would be a‘reverse incentive: aga,mst reporting in the other: situation.

It wwould. be:against the contracter’s,interest. Obvmusly, lie- would: -
comply -with- the terms of his. contract which. requires reporting, but.
here again is-an-area of. sub]ectlve judgment,  In a borderline case,
in. which reasonable men mlght dlsagree, ‘these- thmgs ey not. be
Teported; as yousuggested. . .

Senator MeCrmLLaN,: How Wﬂl thls affect sma,ll busmess? You
made sorme. reference to that.. If the (tovernment. ;policy s that, of
taking title to-all patents, how. will that- affect, small busmess, pa:rtmu-
larly with respect.to incentives? . Is an incentive 'a big. factor in
111du021ng sma,ll busmess to bld or to contra,ct to work: for the- Govern-
nient.¢ . e el T i

. Mz, MaLzoy. Yes, su" , hmk tha lthe small contractor needs tLhe
type of protection: that we are talking: .about. more: than. the. larger:
contractor.. - Small .. contractors, -very. often are the mioreinventive
group;asa group, and theforces. of econonic competition are tougher
on.them.. . The. protection afforded by the patent laws is even more
im ortant I.think, in this instance, than- for the. big. contractor.

enator MoCrorran. Well now, let us take another instance here:
where there is-an extraneous discovery, something apart from the gen-.
eral: ob]ectlve of the contract; involved in.the smuatlon that may- have
ne-particular use:s far.as the, ob]ectlve that, the' Government was
seeking in financing:it. If that is.left In the contractor, if it has o com-
mercial. value,- the .contractor, rWould natura]ly_‘de‘velop it, .of conrse,
but- if it:does. have: that.- commerolsul value and :the Government takes,
title to it, then, sis Tumderstand.the rigid policyof Government.owner-
‘ship of these thmgs the Government simply then makes it avalhb]e to

,q
i
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everybody ‘alike.. ! And: that’ contractor S compet.ltors, all of. them,
~would have free access.bo it. -
~Now theény that same, dlscovery, althoucrh 1t may have a commerclal
' value, there:gtill must: be an investment made———a,n initial.investment;
made:to:aflapt itito commercialization:after its. discovery and its,being .
patented: Probably, 1t has tobe zefined and considerable. money spent; .
on it to bring it to the market, so to-speak, to the. CONSUINEr. . . ; _
It the contractor has the. patent and has the right:te the i 'ntlon _
the contractor then is protected and will make- that investment, obV1-
ously..: If not protected—if the (GGovernment takes, the. patent -and
- makes it available to.all.alike-—and nobody. has.any protection—swhe
then wwill- make the further investment necessa,ry to brma that product
to 4:commercial realization and usage9 - TR b
Mr. MarLoy. Mr. Chairman, this pomt '
{Benator MeCrecran. In other words; let: us. take: the proposmon

that it takes $100,000, $500,000; or $1 million, dependmg upon-the ..

value.of the. product t0 develop . I£1 deyelop it and everybody: can -
do-the same thing, if I. spend ;thati much money. on. it and everybody.:
- else:spends that. much.meney o1t to develop it, it loses its Va,lue as an
mcentwe tofurther development dogsitnot?i. - RS
M Marnoy: . Y es; sir;- Mr;. Chairman. - Th1s i at the hear of, the
1ncent1ve to bring: the. invented item to the marketplace.. Inventions
normally require a good deal: of investment.to bring them to.the
commetcial - market.. : This: is- 11013 mv&rmbly so, Jbut thls /s ,_'ithe -
usual situation. . ' 5
A contractor Would have great dlfﬁculty, ﬁrst n- obtammg ﬁnanc-
ing from his bank second, from his board of dlrectors in:terms:of:the
rlsks that he will be taklng in:investing capital without some sort.of
protection:against:people. who do not. have to make that. investment
and: who could, freely.conipete with-him. So I think that-the.point

here is that if he does not have the protection afforded by the:patent. = .

system, then there is a suasion ‘Lga,msﬂ brlngmg the ltem to: Lhe market— :

_place and investing rioney: in.t: . .. v :
Senator - MoCrervax. You . spoke here of othel areas: where, 3

parently the- Government. should not. .only - have-a license, but fu L

titlerto the invention made. by the contractor Does the law omit- tha.t; o

now#: . :
+Mr. MALLOY (G MEs ;Chmrman, there is 1o law on thlsisub] ecft:no

- Senator MoCrerLaN.. Under. the President’s directived-:

: Mr.. Matroy, -But under. the. President’s dlrectlve, yes, sir. -
are several situations in.‘which the President’s directive requires. the
taking of title. These situations are: (1) When the contractis for
exploratlon into: fields: which d1rect1y concern. the public health or
public welfare; (2)-when the services of the contractors.are to-coordi-
nate. the: work: of others or for the operation-of Government-6wned
plants, (8) when the contract is to develop products intended: for- com-
merciat.use by the general public or. which, will be required. for such
use by Government regulations;.and:(4) in situations in-which thebulk.
of theinvestment in -a-field.ofiscience o teehnology ‘hiig-come from: the
Government.and. where, acqmsltlon of exclusive- rlghts mlght confer;.
on; the ; nt actor. & preferr d.or. domlnant posmon. i .
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- Fif'inost other sitnations; the President’s policy:calls £6¥ the Govern—
ment to take a license at the time of awardlnw the-contrack.
L Senator MoCLELLAN. Particularly, in the: fieldiof medicine, if >the
Grovernment contracts with:a “university or with: som stitution)a
nonproﬁt ‘nstitution, to°do research work; certainly; in my: qudgm“nt,‘
‘ag Tiview the sibuation now; the: Goverriinent showld: take titlenslig
Mr. Mavroy! That dsmow: the normal situstion:
L Senator MCOLDLLAN'. : ‘nd it doas thatnovcr?
Yes;sir.: - : :
BLLAN, Now suppose hat'th rGoVernment It ussayy
writes 4 comparable contmct Jet us say)itorsome: chenrical | company,
toide research within' 2 given' ﬁeld' suchias cancer, héart, ora/similar
disease, trying to find a remedy" ' who should liawe: the: patent rlghts
in that contract ¢ i :
My Martoy! T that Qltua,tlon, My Chalrmfm th
my ‘calls for:the Govérnment to take'the tit - =
Sena,to‘r MoCrernan. ‘That is, the atltale o What the Governmen ig
’Seekmgﬁ TE they found a remedyy letus: say, in'the medicine: that was
useful for that given pirpose; very well: » But:suppose an extraneous
finding is made, something: wholly unrelated’ in:doing the research
for' cancer=tsuppose-they found some . medicine in. that process that
euiréd'somé other: disease; something wholly unrelated’ t¢ the X ‘eral
objectives=té whom should that patent go then? » - i ‘i
oMo Mattov: It s my understanding; Yo Cha,lrman that-l
situation title would, also, be with the Government. NHS
M T orison. Ma,y I a,mphfy that answer alittlé bit?
2 Qeniator MoCrsrnay, Maybé we: ought' t&as
I“Ie'r,lth Education;and Welfareabout it - v
M M@LLOY». T-think that s more i thelir ar ea: The Department of
Defense has: SOm iconta,cts m: thlS area but 1t ]S A ery SIa pa,rt of
. our business: s |
' SenatorMGCLELLAN. Go ahead e
Mzr. Jomwson. There may be some cases Hrivwhich: the ontract»was
not intended-for'a publicthealth’ purpose: However, in the course of
performance an ‘invention:isg'made which: proves to’ have: apphcafs}on
divectlyin the health field: - In that case, under: the Président’s peolicy,
‘the Government would have acquired a license _sufficiently broad’te
- permit tHeiuse '6f that' 111vent1®n, if necessar‘y to Hilfill Health needs.
In other words, i yow were to havea cancer cure deVe]oped : _nder a
petroleuri contract’ it- wouldibe po _
thist cancer cure to 'be made available! ag Ta3 1d]y
spelled outinthe President’s patent polic; C IR
- Sendter MeCrernix Another ‘item; yo olmose’ the Govemment :
makmg o refiégotiation of ‘o pa,tent_}. igh ' You expressed
opposition to that.’ "You do not thin th&t the GOVelnment should
;have the rightto dothis? Fer e |
M, MALLoY.* Not"ir‘i'the terms' that are?included i S 809 Mr
C‘hau-m‘ln ‘W think that the bill:goes 0 - There aré provigions
in the Pregident’s policy which: we' thmk'ampl "protect the 'Govern:
~ ment’s needs.: There are the so-called mareh-in rights whereby wé can,
even though we havecontracted to leave’ tltle to the patent with the
_contractor, we can come back later and require compulsory Heensing




"GOVERNMENT * PATENT? RBOLICY 13
-of the! patent if; the- contractor has not:taken steps toibring it ‘toi the
marketplace And we-cax, also;: come: in‘and require the: antmg of -
rnonexclugivedieénses in othér situdtions in-whichithe public health: or
welfare may be invoived. So what we. are concerned about .inithe
‘language.of-S. 1809-is that it goes too fariand,in:etlect; Toecomes Very.
-similar to-deferring:the decision;ior chancrmo the: pomt. of deciston,
from the time of oontractmo to'the-time the bivention; 18! dlscovered il
Senator MoCiprEAN. Would it oppose: this s renedots '
tracts under: the sarme basis-and the same? techmque LSBT -
" Mr. Mazroy:dt ds muchsthe:same principle: mvolved M. =sChm1r-
; man, when iyou makean argeement ‘at the beginning of: the icontiact
-and-theni without: good’ reason opén up theia. rrleement “You haveh.
‘orie-sided agreement  when' one party can-open it up:So wenormally
try“to-pin- down: the-obligation and: the responsibility of the: parties,
~and; the rights.of the'parties,at: the time:of makingsthiecontract;s
‘not, to oper them: up subsequently” If one party to:# contraet Lia
‘rlght to do this, in-all eqhity the other- party ‘should: Hiave! the saiine -
lllvht Then your whole system of contra,c:tmg becomes a ]1t bt
S a P 2 ; H ¢ H )
Slgrylatt,r MCOLELLAN In other Words, the Governm(,nt has the 'wht
:to demand rerisgotiation, so it'would be for-both ¥
Mr. MALLOY That Would be the a,rrrument that: WB would e
H P 11 e

£o ‘the Governmerit's':

from the standpoint of gettlng on Wlth the defense of t y
quickly as possible, to be able to‘go to that conitractor who-is-ah ,de
‘0f the field - already. “T# this'ontractor 1§ ahead 6f thé field’ alréady,
because he has invested his own money and has a strong commercial
‘position; wé want to be'ablé tb 0'0 to him to- get our work doné, That
15 the best source of supply for' us and for the defense of the ¢ nitry..
‘We are concerned that if w é ari ficross-the-board ‘policy or a-stit-
ute which sétsup’any type of barrier to this result, il prodiiceé the
adverss éffects that we are’ concerned about.’” We feit that & patent
title: statute ‘would: Tesult i ‘disuading ‘these very good’ contractors
from. being Antérested’ in our. busmess, n-the first’ mstance, or in‘the
Seoond instance, of not applymtr their full and best talent to the task,
‘61.in the third ‘instance, not applying to the solutioh to out’ problem
-the information that they already have~-if thess than‘s happen, then
it isbad for ourresearch and development programs.:
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Thls is: a,nother thing: that yOu cannot prove: w1thi great mathematl-
i cal precision, but ‘this has-been: of ;great concern ‘to-the Department
foE many years and the ofﬁemls of the Department hafve thls concern
ft{) a, LR .
Senetor MCCLELLA‘T ‘/Vho suﬁers under these lie most the Gov—
. ernment’s Interest; or the.public’s-interest or- the contrecter 'S mterest

1f 3.1899is adopted———whmh suffers themest % :

M AMarwet: Whose interest would suffer: the mest9

Senator ‘MoCreLLsN. Under the: :provision, ‘the:: .Government: takes
“title to-all and where the Government takes it in the interest of:the
‘public, primarily, because that is the only reason for-the. Government’ '
: .takmtr title, because public funds have paid for the research, No. -
-No. 2 ‘the-Giovernment, even where the:patent rights: rema;lned in.the
,eontra,ctor the: Government takes a license.for its purpoese—so itis the
public lnterest -and the contracter’s:intevest, the: private enterprise
gystem interest that, is involved. . Now;- whlch would suffer.the most,
-illtu%aate]y, under thé prowsmns of 8, 1899 1f W enacted that ’1nt0
daw ‘

Mr. MALLOY. Mr Gha,n"men, it would be my view tha.t the Govern—
ment’s interest would ‘suffer the.most,.and . for the reasons that I.just
 indicated, that we would,- proba,bly,tnot be able to.getour researeh
program handled by thie very best research;contractors. . .. ;

‘Now it is.also, of course,true that a contractor would-lose.an. advan—
tage as well if the Government had. title, but.the contractor would
not necessarily have to place himself in that pos1t10n He ld %LVOld
the problem by avoiding the contract. RN

.-Senator McCrerLrax. I think that -what. we: have trled_ to do here,

' with-due’ diligence to ourfree entetprise system which we-do niet:want

to destroy or unduly or unnecessarily impair-—where the Governiierit
spends money, the public interest becomes involveds:it is public funds
Ahat are.being expended—so that I think that in, trymg to.resolve a
delicate and complex issue -such as has arisen here, 1t-would:be swell
for us.to consider not just the initial equities and advantages that.one
aay get or the.other may. get, but, what is:going te be the long-run,
-overall impact upon ‘the pubhe interest and upon-the free. enterprise
systeny, and your. concluslon s .that, . ultlmetely : the pubhc 1nterest
;would suffer the most ? ., ) _
M Mariox;  Yes, sir, M Chmrma,n
' }tlgenetor MCCLDLLAN Preclsely and. eonclsely as you ean, Pledse s state
w.

' Mr MALLOY The PreSIdent’s pohcy tm ',We1gh thls dehcate be1~-
‘ance and come up with a solation. . The issues that were involved were
first, how to-get the best: performanee under Government research and
development contracts, and; second, how.to get the most benefit for
the. public from the fa.]lout "benefits that result from the spending’of
.Government money, on.Tesearch and: development' Our feeling—I
know that it is the thinking behind the President’s policy.as Weli:—l::
“that we are.able to get the best research and we are able to bring to
the pubhc, through. the incentive, provided by the patent itself, these
spinoff benefits better by leevmg tltle ‘o the commercla,l appheatmn
w1ththe contreetor i st srey b R
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Senetor;MoCLELLAN L.am. askmg these questlons, because L:am
hymg arch out an answer.. I am not irrevocably. commltted Lo
my bill." I 'have not.reached an- irreversible conclusion. . I am seeKing
‘the facts and information th t, will enable us to write. a bill here, . to
enact a law that will do equity, and that.in the Jong run will truly
serve:the, public interest.as well as the entire. field. If we.can find
;that middle ground—if we can find that answer-—that is Whet T seek. -
X think.that.we are someshere, Jinclined. to. get info. extrémes, . I am
Arying to keep this thingin the area hers where we-gan take all of these
aspects into account and arrive at that which the human capability
standpoint is the most equltable that, we.can find...I.do not. Imow the:

{inal answer.to, this.. That,is;why.I am trying to.search for it. - And
‘that is why -we.want, all of these dlﬂ'erent points to be made as; to what
the consequences will be if.we go this way too far, or that, way too far
as the case may, be, . I do doubt that any.of us knows the xach angw er,

but. we are trying to develop the f‘tcts he
-of a judgment, | ; :
Senator BURDICK Let us beck for Aa moment to. the atement th, t
‘the chairman referred. to. ie you will recall, he said that the Govern-
.ment, would. seek-out, a company.that had. done a considerable amount
:0f work in.the field, in research.and. development becanse of the bal-
ancing.of the e u1t1es that you have....Let us. carry that illustration one
step, further %et 18 assume that.a company is.on the verge of getting
A, breakthrough on some sclentific sub]ect project X, so they seek out
:a professor.at one. of the larger universities who has: spent a, good por-
tion. of his life, doing research in a similar field, and. they. bring him
in to their company, : and they p - him an agreed. ‘upon salary emf they
finally make a; breakthrough hould the eompen or the, employee
“have the patent?, . :
Mr. Marooy. I understand tha,t it is norma,l commercml pmctme in
almost all situations for the company to take from: the 1nd1v1dual the
ownership of any patents.that are:produced-by ]
- understand. that. the, ra.tlona.l for this is that the_, mpeny mvests a lot
of money in'its people, it employed them, ag,in your illustration: to-in-
vent, which wag the bargain struck befween; them, at the time of the

-and to then get

, empioyment that the eompeny has leroe 1hirestme11ts in facilities.and

equipment, ‘end .that the companies. have, also; established: the ellmete.
under which inventions are encouraged—all of which require an, in-
vestment.of effort and money on the part of the company. . So.itds the’
Tnormal practice, both in. 1ndustry, end n, Grovernment for, hfut matter, -
to take the patent from-the inventor.: ; '
- Senator Burpiox: Notwithstanding. the man’s knowledce and years'
of experience and, background, he would get no. patent, 1'10*htsg o Tiri
Mr.:Matroy. 1t is my und_erstendmg thet although. the. 1nventor
must applv for the patent, the normal situation Would be that, he hes.
given up, In his contract of employment, his right tothe patent,.
Senator Burpicx. Under- the normal, _commercml tr‘msaotlon the
eompany gets all of the.petent rlghts ¢ ‘
L M Mariox., Tha _gh o
7 :Senator BURDIOK. : Let.
. ﬂlustratlon Where eompeny #A contracts with- compfmy B:to: do ‘the
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fesearch Work Cor‘ﬂpany"-B "has had years of experleﬁce in"
‘ticular arear--huk quite’ gceeeded in B '
‘so they enter into that contract for ‘4’ i
‘develop something. ‘They do’ ‘thake s Aindin
Jhercial World that, dompany A obfaing §l11'c patent rlghts?
foMerMA LOY It s not’ nearly ag’ clear ‘a8 ‘to whiat is the Hormal® 1_ i Yes
- EWo' comimércia : §* in/ the ‘situation you have
ibed." Tt is my" understandm""actually ‘that the more'iisual prac-
‘tide ‘'would "be that company Awould not ask: and not réceive title to

:ihventlons disc .er_ed he performance of: thls contlact " This

Y

‘Smill Buising Clorinitiee, and found that the practlces of the Depart—
ment'of Déferise dontractors Weré prétty generally dgainst taking title

6 “patents in’ your 51tuat10n, ‘but ‘that ‘there weré some exceptions.
Where company A was iiitiniately involved itself in'the developmient
of the particular item, had invested a lot of its own know-ho and
‘money, then it might’ask for titlerin thoge citcumstainces. -
'S6 to sum Up the génerality, as T undertsand ity i’ commercml:trans-
actions, thé“éompany placihg the tesearch ‘cointract does not: requestor
‘get title to the patents th evelop_ by the other’concern.” This is
‘because; commer¢ial ‘compd ‘are-not: norma]ly in‘the business 61 -
venting for other companies he'exdeption; T gukss, to this, Wollld be
¢ompanies th ‘are in strietly research business—they are in the busi-
ness of ma,km ‘their talents available’ tolother corporations‘and have

Ho.objec dtsoever to'giving up titles to any ihvéntions, prlmar-
' 1]y bei ey’ ot’ riﬁthe busmef-'s of explmtmg thém,
" Setiator Bubick. Maybe 1 did not miake’ myseH cléar. +This ds‘a
case where company A hires or contracts with, company B to do rée-
"'sea,rch work for co_m any/ o

y' them under the' contract; Is
: retati the: pa.tent 1'1ghts9

you testlﬁed here alfew mmutes ‘B0 that‘under S 1899
_'the pubhc fiterest: would suffer: ost, becahise there s not*a proper
‘balance. Ts that what you said?" T 8. 1899 ‘were ‘adopted and &ll
patent rlghts went ‘to the’ Government, you said that the’ public would
suffer most-bes ='proper balance’ of "e'qulty ‘Tt mie
“call 'your attér itio to paﬂe 2 i 20—Vou have a copy of S 1899
TBefore you?' : R
Mr. Marto¥. Yes, &iF. © R
Senator Burorck. Let e read 1t to you
Under such regulationsin confor:mty w1th the. vxsmns of thls sechon as the
Administrator ghall prescribe, he may waive all or'any part of the propnetary
‘Pights 6f the United' Stater under this det with’ respect to any invention which
‘has been made by any person or class:of persons: in::the performance of any
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obligation arising under onirac
by OF oIl héhalf of at sXecutive agenc‘ -
(1) The Administratar had detefmi ed’ 1§ i
=AY The! contrlbunon of ‘fundsy,facilities, and proprletary Anformation imade:
or.-to.be:mdde, by, the recipient or' recipients, of ;such . waliver; to. the, making. of |
t, mventmn or?clasls of inventions ; 180, far exqeeds ‘the c b_ufmn madef,

e 5 ‘as, for example,' vt the y 1)
granting of the waive ' l’d.‘ not create monopoly cond1t10ns, W
ha e‘to be done Vvit' respect’ to hterally thotisands of i entions 1n‘

' : : atlon 111 Whlch

. v ' T £o ha,pp crlotly.
Whlch ca,lls for equity—and this qulty was, in fact, there,'
that we world have 6 opjection. " " : i
Senator Burpick, In other wirds, '8!
the taxpayer’s money is used. to finance these inven ns, an
taxpayers as ‘& whole should have the benefit of it,. except in''cases
where the equities are out of balance and tlen the’ Admlnlstrator has.
the right to issue a‘waiver.’* Is that not faix? ' - - g _
Mr. Marroy. That argument presumes seveml thmgs that ‘ay’
may not be'frue,  One of ‘Which, of course, is that the buyer, in thlS
case the Government, has, in fact, paid for theinvention. I think tHait
is subject to some dlscussmn becalise ‘for some of the reasons that we
have indicated this ‘moriing. - ‘When 3 you aré talking about an unsched—
uled’évent whieh is'Wwhat an invention is, that happeéns | under the per-
formance of a contract, it is, genera,lly folt that the purchase price of &
contract does not necessmrlly compensate the contractor for'the invest-.
meént that Tie has in"it, such’ as facilities and’ personnel and what not,
thus, it is 2 little stramed to say, asa genera, t Vs that. ‘the buyer has,_
in fact, paid for th .
“Senator Burorcx): T will’ lett ‘
1 have one more question, and tha : A
" T believe-you te: 1ﬁed that this wag’ necessary to get the most ‘sut
of American busin "Suppose that company Al enters into.4 con”
tract to develop a le fuel for one'of the rockets. ' Do’y -
to say that it is the- sentiment of American business’ that it would "
deliberately and consclously put 111 a second team : : fter
they received a cost-“ ‘
Mr. Matrioy. No, sir; T donot thmk that would happen ;
Senator. BURDICK I do not think so, either. : :
Mr. Marroy. I 'do Tot’ think that will ha,ppen in. a, s1t11a.t10n hke_
that. ‘T my' situation. we are talking about a concern which has'a/
substantial background of commercial effort, and we come along; ot
any buyer comes along, and wants ea rese.arch contraot to su];)er-T
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1mpos reqmrements on’ top “of 16 work that has a,lready been (Iorre :
ate expensa of the. partlcu ar cG , ol

CB..: 2 y ‘egment of 1i
‘ : nto; a. contract lét us sa,y, at the cost: of 7 percent'tha,t

wounldzot.do its best in:such 2 mtuatlon

‘Mr: Marroy., I would hesitate to siy that they wotild not do thelr
best, becausé: T do not know that this can be ‘proved one way or the
other But. . that situation a partlcular contractor, for the reasohs:
we have stated, may not want ‘to enter into the.contract with us ifi
the first place. 1 think that if he did, T’ would, certamly, not’ want’
to say that he, would do less than Lis be.st except in'those situations.
in which human nature m1ght take a hand and the 1ncent1ve Would
be against the application of the best ideas,

Senator BURDICK: A transaction for research a,nd development
contractis at an agreed, upon ﬁgure, ordmanly?

C Mr. Marroy. Yes Do :

Senator BURDICK." That 18 an 1n

. Mr. Matnoy. What is fhat?

‘Senator Burpick. Thatisa ple

. Mr. Mavrox., It certainly is. . . .

- Seriator BURDICE. TWhlch mos Amemczm busmess would honor~
and perform? o ‘ S, o

. Mr. Mairoy. Yes, Sir'; that. s ht :

Senator’ BUBDIGK Do .you know of- any,',i ‘r‘mces in the. De:Eense
Department, where a, contractor has refused to enter irto a contract,
where he w demed patent, rights?

Mr, Marroy. No; sir; I know of 10, such 1nstance 1 suppose “that.
111 our experience that has been true more because we have not had.
in the past 4 policy of taking title, We have left title to inventions;
with contractors and have not really had the problem, so that we are:
looking ahead. really and ipecula,tmg a8 :to _at might happen it

ntwe 111 1tse1f 1s it

of-:busmes' i 1Lself9 o

thereisa radical change in t e patent policy.

- Senator Bumoick. That is.a speculation. . But a,ccordmo’ to hlStOI'}"’
&nd facts there has not been anybody who, has refused to do the work?

Mr. Mat1oOY. I know of none,, Senator. Burdick. I suppose that;
there. might, be somie, but,as a, generallty thls ha,s not been a prob—
lem n the past with the Depal‘tment _____

Senator BURDICK “Well then, the closmg quest on, then you think.
that the ta,xpa,yers in this 'WOI‘k—lt 1s-]11st that snnple, is it not——would
" notlose?

Mr, Marroxy. Senator Burdlck I Xk tllat as W1th all of the ques-
tlons that are befoxfe'ts 1in, this conmderatlon of patents, it tends to be-
an over31mp11ﬁcat10n .1 think that this is the easiest thing to do.
in this field. . I think’ tha;t 18, posmbly, one, because as I indicated.
before, it stands on certain presumptions thaf are not necessarily true..
 Senator Burpiok. What 1s the answer to my questlon then ¢
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M MALLOY ‘The answer: is:that T:do not think; fivst: of all,_ tha.t the;
ablic has: paidifor-the itvention; and hence as a- crenera,l Yt o
cult to say that they should get the right. -

~/Fhe second: parg: is that in our buying of: researeh and: development
we feel that we are getting for'the Government and:for the taxpayer;.
all of the rights that we reasonably need. We get a royalty:fres:

Heerise to use or havethe patent used by others: : For the twin: benefits

of gettlng the best:research: and gétting the results of the. Anventions:

which‘flow from our contracts to the:public; it is:best, we’ feel ‘inmost::
i leave the tltle t -‘the commerclal ‘ex le it iths the

contractor. v PR e =
~Senator BURDICK I say to’ you that sectlon ~10 of S 1899 ta,kes care:

of those situations. ~Thatisall:’ Thank. you. ! g

Senator McCrerraN, The committee will recess unt11 2 o’ clock thls
afternoor In the meantime let me say that ‘we have scheduled: hear-
ings for tomorrow as well as today.  We will not be ableto: proceed:
beyond noon:tomorrow. -Whether we can get: through by ‘then is;
somewhat doubtful.:: If not, we will have to et another date tocom::
plete the hearmgs ~'We may not’ get through, but: we will-work:this: -
afternoon. The committee’ does’ have: permission to meet. . 'We: will:
regiime at'2 o’clock: . Onur proceedings will be: mterrupted by a rollee]l
vote in the Senatésometime: during the afternooxi.: : :

*The subconmmittee will stand in Tecess until 2 o clock

(Whereupon, at- 12 15 pan., the subcommlttee was | recessed to recon
Ven‘e at'2] "-Tuesdey,' ' 6 1965 ) ‘

AI‘TERNOON SESSION '

Senator MCCLELLAN' M1 Qulgley

STATEMEN or AMES M QUIGLEY ASSISTA.NT SECRETA _
DEPARTMENT ?'}IEAI’,TH{; EDUCATION, 'AND WELFARE; SAG
COMPANIED BY MAN_UEL B. HILLER PATEN’.ES OFFICER D".EP RT-

- _MENT oF HEA 4 H'EDUCATION AND 'WELFARE }

, an, I eppwclate the opportu 1ty b
here before the: commlttee thisafternoon. . ,

I would. like to indicate. for the record tha,t 1 am e, companied . b
Mr. Manuel Hiller. . Mr, Hiller is the patents ofﬁcer of the Departm
of, Health, Educatlon, a,nd Welfare. ,

Senator MoGrrnnan. Very well. . : R D E o SN S

CMr. QuicLey, I have a prep'a.led statement I,f 1_.i=t_; ;is._é_ng-reeeblgg
with you, Lwould proceedtoread b, .. . .. ...~ .7 . T

. Senator MoCrrrrax. . Allright. . - 5

My, QuiéLey,. L. am happy, to hswe the.op ,portumty to appear befoie
this committee and | -express the views.of the Department -of Health,.
Educetlon, and elfel*e respecting, rights to. inventions.. developed
with, e financial .support, more particularly on. the three bills,
'“before His committee..on  that, subject. . Although: we: are.
‘aljreport on the threebills, T should like to make mentmn of,
the nafure.and scope -of the research activities which our. Department,
supports, our fundamenta ~approach to the questlon of allocation -
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ofirights to the resilts of gueh-resehrchi:and a summary of ouriteetii-
mendations eoncerning the threemeasures-underéonsideration byithis;

_committee. ' bty e B ‘ iy
. Agyoudare: dware, .constituent - agencies
inand ssupport: tesearch:in: the. life :deienees, :social: sciencesy
physical selencesivo o7 we vl lnnounss gy dad s SR

« The-major portion of our teseafch:is medical:Tesearch.and;is.caxried:
out:tlirough tlie grant mechaitism rathek than through:contraet:: . Also,-

a:very: considerable-amount. of medical researchqiscarried out;intia-:

murally in:such i facilities-as, the, National,Institutes .of Health, .our.
. Communicable Disease Centers at Savannah and Atlanta, Ga..and,
the Taft Santtary Engineering Centenat Cineinnatiy Ohio.: The total
research budget of the Department:for:fiscal ;year 1965 totaled $735.

millioi e i ;.
s statutory, responsibility

) EEMENHEN TR I

‘éf th Depa;rymeﬁtﬁeﬁga;‘ge: .
iand, the.

i

PR

~(onsistent, with the Department? BSPOILS]] or-the.
advancement ‘of: se¢ience and kriowledge and the dissemination to the
public.of the resultsiof research, it is the general policy of the Depart-:
" mentthat.the results of-Department-financed research: should:beg-made.
widely promptly,.andfreely available to other research workers and.
thie-public, by publication: and. by royalty-free licensing under protec-
tive patents.or by dedication of Government-owned inventions, though.
our regulations permit of some exceptions. to: this.where.the public.
interest in achieving-the- development: and -practical: application of
“inventions can best.be promoted.through other means: Ii might gdd,
in this connection, that our regulations on-this subject have been and.
are under intensive review within the Department to assure that they
are effective to accomplish the wide, prompt, and free availability of
scientific advances to all segments of the publie.

In this context, we regard the provisions of S: 789:now! before: this
coramittes as wholly incompatible with the Department’s research
objectives and olir ‘current: policies ‘and practices. ' The basie premise’
of: the billy that the :Government should: nermally “acquire’ only:a
nonexclusive:license . for - governmental .purposes ;whereas_the . con-
tractor or grantee shall acquire ownership, is at odds with our concept
that the taxpayer s entitled to the fruits of reseiiveh financed by tax
funds. Those provigions contained in the hill under which the Gov-
étnment might aequire more than sach 4 license would not' generally,
be applicable to situations in -which our Department 18 likely “to be:
involved. ‘Motéover, ‘the procedural requireinents incident 'to’ gov-
ebiithental ‘acquisition ‘of 'gredter rights are so ‘cumbeérsome as to ren-
der illusory the opportunity of the Government to acquire more than
a license. ‘We are, therefore, opposed to'the bill and urge that it
riot ‘be favorably ‘considered. - iy o

S. 1809, on the other hand, refleéts, in’the iain, ‘the o
forth in the Presidential statdment on ‘Government patent policy
isgued in’ October 1968." ‘Insofar as'it would apply to ‘our research
activities, the bill ‘embodies the'principle that; in general, the Gov-’

ernment should -acquire rights ‘to ‘inventions vesulting rom Govern-
ment-financed research’for the benefit of all the people and, of course;
we firmly “eridorse _tha;t"‘pblitt‘:?fi:' ‘Howeéver, even apart from éertain

i’ the critéris contained in'‘the Président’s’

departures in’ the bill' fror
statement, “we ‘believe 'thit

more expeticnte untler the statement is




desirable before enactment of these GI’ltEI‘lEL into perma,nent law. Be—
ennse our report on the bill points out what. we believe to be the ma,]or
shortcomings and defects of the bill, I will make only a few com-
nients at this time concerning the more important aspe@ts of the bill.
In the-first. place, we strongly urge, {Hat, before any right greater than
a. nonexclusive license is granted g contractor or grantee wunder
the “exceptmnal circumstances” provision of section 4?&), upon dis-
closure of an invention, there should be a, requirement, for publlc
notice: of the proposal to grant such greater Tights and, opportunity
for. hearings to all. 1nterested_: pergons. : I mlght add that while, sec-
tion, 4(a)- would permit lea; ing, rlohts 10, 8 _graiites .or eon :racto_r at,
the time the grant or contract is. ma,de 'where. this i§ cons ered to be
in the public . mterest Jin exceptlon i clrcumstances, . ] L
utilize this exception in our Pprograms rarely if ever. = :
Secondly, we velieve that section 4(b) of the bill—which. i sumla,r

to section 1(b) of the President’s statemient, and sets forth.situa-

tions in which it is normally a;pproprmte:_ leave. mventlon rights
with the contractor—should’ be amended ‘to make, clear that. it does
not_apply to situations covered by, section. 4(a) under; which .
Department’s 'research. activitie generally fall. Incldentally,
think that sections 4 (b).. and 4(¢) of the bill go too far in precludlng
the Government from acquiring title to an mventlon unless. it affirm-
atively demonstrates that, the pubhc nterest would suffer if the con-
tractor—or grantee—wers to acquire:the principal or exclusive, rlghts ‘
in the invention. It should suffice if in the judgment of the agency
- it would. best serve the publlc interest. to, put these .1
(Fovernment, '
Lastly, whlle we heartlly endorse the proposal ot ection,, ,(b) to
clarify the authority of agency. . heads to issue exclusive: licenses :to
Government-held inyentions,. we. believe that that, authority. should
nevertheless be carefn y circumseribed:by ap roprlate S&feguards in-
cluding public notice and opportunity for hearing to all 1nterested
persons before such a license is granted,
8. 1899, unlike 8. 789.0r S. 1809, would, m general have the Gov-
ernment m‘;qulre exclusive rights’ a.nd tltle to, Substantla,lly all inven-
tions resulting from research: made by a. Government _employee,
grantee, or contmctor As we have, previously indicated, we favor
that basic philosophy, as a.pphed to our research activities. Also, we
think that such provisions,as section. 11.0f the.bill which would 11ave
the effect of standardizing contract clauses - throughout, the Govern-
ment, the general requlrement ‘that; the, Giovernment acquire owner-
v,hlp, and centrahza.tion .of control, of disposition .of Giovernment-
cwned rights in, inventions would’ facilitate more consistent action by
the various Government agencies engaged in research, and’ d[evelop-
ment, support, to the. eztent that, such con51stency is, des1rable in the :
light of their respective missions.
THowev er, the lack of criteria for exercise of the VlI‘tllELHy unhmlted-
disposal authority conferred by section 8 upon the Eederal Inventlons
Administrator, and the assuniption that such an, Admmlstrator s
more qualified to effect disposition of pro 1etary interests in the: Wlde :
variety of scientific fields and diseiplines than the héads of the agencies -
most conver:,‘mt Wlth the Speclal Tnigsions. of theu' acrencles Causes us

| 54-400—65—t. HS
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to questmn serlously whether ﬂle adva,n‘racres o cons1stency hicly
stch ‘a ‘eéntralized “arrangement,’ might plOVlde would not-be out-
Welo'hed by the‘ 'dlsadvantacres Of perhaps evén more serious import
' ‘which would make the Federal
s Adm cy. prmclpally responsiblé for the
orage, and dlssemm'l ‘on ‘of sefentific and ‘téchniecal infor:
ing and development activities of Federal

] : ponslble for, thecoll; til dlssemma.tmn ‘of tech-
nical i ‘forma,tmn',’ for exa,mple, the ' Seie Information Exchange,
the “Cl Federal S¢fentific ‘and Technical’ Informatlon,
TOng. dicine,” Apar t.from the question of the
duplication 6t sud Y rieg of Thformation, there is
raised, the question wheéther the prévisions'of the measure would Tesult
' undeslrable' 1ve*r310n of 'scientific antd te'chmcal mformmtlon

') pro idt;s or!th /
m availabl to the ks nnmstratlon to determine it prob-lb]e
t' comm cial i uIse in ‘the’ deve]épm nt of hew and bet’fer
tech oick liods of “productit

it suitability for commar-

evmlua,tlng

eial uses, forlh d o an'ad hoe basis' by industry
and’the I( prohibitive:] 1n7 terms of
prpI'Oer manpoWer ;

In' suminiary, ) My, CHairmai;“we bélievée that” firther expemence
under the ex1st1ng pohcles laid down in the President’s’ statement 'is
desirall Ve legls]atl 1 is't0 e ‘enacted at
this’ time' . oiitd ‘ixi- ‘our opmlon be the
appro riate Vehlcl ines gested in ‘olir report.

“This, Mr. Chairmaiy, concludes my : nd I shall be glad to
afiswer such queéstions A you may have.

Senator McCrerraN, Thank i

“If Tunderstand, yoir sitin up your presentatlon by sd¥ mg you do not
thmk ahy leclslatlon shiotild be enacted right noty, that we shou.ld m}t
for furthér eXperience tinder’ the Pr331dent’s directive. - ,

“Mr. Quigrey. In essence, My Chalrman, this is'our positicn.

*Senator MeCrerian. That is No. 1.7"Anid No, 2-4af a bill .
passed, you think’S. 1809 ‘offers the best vehicle nt tlus tlme, and you
W ould recommend it only, though if it i8‘amended. X
. Mr. QuiéLey. ‘That 18 correct, Mr: Chairman.” -
) ' LLAN. Along the lines of- yours
Mr S Qu 'LEX Of the three

gwestlons SRR
111s before the commlttee we Would

closest to the President’s statemient O:E October 1963 We would llke
to bring it even closer to that..
Senator McCrmirax, ‘Wall, not just beca it ma.y confm . £0 some
Pl osidential du'ectiv_ — bt it is the merlt of it, We ‘want.”’ VVhat We are
seekmcr here is whatJegislation is best. L
“While it may come hearer to conformmg to the Presndent’s directive
than the other bills-—unless you Wholeheartedly support the directive
and ‘think it prowdes ‘the solution and the best policy—if so then all
we need to do 18 adopt the Presidential directive.
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S Mr. QMGLEY We do not even gothat far; Mr. Chairman. - - We.think
the Presidential directive of October 1963 afforded a new approach to
try and solve this very complex and difficult: problem. - But we are .
hesitant to say that on the basis of our experience to date that 1t should.
be the answer, and wé aTe S0 sure. 1t is. the 'iLDSW&l that it should be-

wr1tten It Taw.: o e L
- Benator MoCLELLAN. In other words, 1t makes an- mpproqoh that
you feel should be given ful thel tlme fmd opp01 tumty to demonstrate
: 1ts value'or Weaknesses

My QoIetEy, Oorrect Mr Chalrman S :

- Senator McCLELLAN: W’ell there-1s'a G]‘tmOl‘ oh: both 51des, from
those who take the extreme one way and those that take it the other .
for legislation ii this field.! I would not mind deferring it, so far as
Iam persona,]ly concerned: ‘But:in-view .of- oy~ commlttee position,

T feel that-legislation is called for-under the circumstances, and that
the oomm1ttee mist, ther efore, try to w01k out and p1 esent and report
a bill so'that the Senate can work its: w111

1 said T'would notmirid deferring it. 1 mean by that I do not ~th1nk
it should b deferred mdeﬁmtely, brit 1 mean I wonld not-mind pro-
coeding with greater deliberdtion if we:could do g0 "to’ thie’ enid tht
we m1crht et the- experiendce,’ ‘the additiondl experience “from the Presa—
dent’s dlreetlve how 1t operat‘ 5,8 ioh ‘

CThisisa _mlﬂy teohnlcal' ﬁeld ok Nobody seys it s-‘s1mp1e all :
just the qiiestion of whethér you are going tohave the: Governmetit ey
for somethmg wnd give it away\ Tt is not that s1mp1e
]udo—ment

“MF, Qurcrey. T share’ the Vigw complétély. - T'have st
this problem for a long ti'me, both AU the Confrress an'.d I
tlve branch.’ ‘ o e

"‘Senator MCCLE LA, Now, I have'n request I it 'Goihé ake and
[ want to make this of all who, have. testified and’ will subsequently
bestify on this subject. T want (o teqiiest that you subrit for thié com:
mittee’s consideration’ the. amendments that’ you should like ‘to have
aolopt'e'd to either bill, particilarly the one 'you say you prefer 1f We
must legislate at this time. .

“T'am going to request’ that of fall who Have teehﬁed and. suggested_'
amendments. Some maybe are not eqmpned 10 prepare-the amend-
ments as'they would'like to. ‘But'oiir agencies.of Grovernment ce1tmmly

And T would' like to have them gubmit them. So that 45 we
oon51der the” ]egml‘xtmn. we' can’ then see the améndment as con:
templated, as envisioned by the witness or by the agency; and thus -
we can examine the amendment-as such, and not just the recommiendas
tion’ or substance of the amendment. I would like to have it"that
Way “If you would do that it"would be ‘an -accommodation to s

Mr. QuieLey. Mr. Chsurmfm, we Would welcome tlle opport umty to
do just that. ' .

- Seniitor McCLERLAN, We' can. study them 'md 'pelhaps find some
that are appropriate. I have tried to say over and ovérthat the, bill -
which I introduced does not necessarily represent. my final views at
all.  It.is a vehicle that will afford us the opportunity. to study the -
problem hold these hE‘LI'HlO'S ‘md oret the views of people Wh are
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deeply interested in' the subject, who: have a responS}blhty in this
field, and who are experienced: "Llld are mpmble of giving. s counsel

‘Thank you very much, : 1 5 e :

- Doyou have any questions; Mr. Brennzm9 . e

< My, BRENnNaw, Mr: Quigley, are. you ‘tequamfed w 1th the patent
amendment that was offered on the Senate floor last menth to S. 5962

- Mr., QuUIeLEY. I—Ie‘trt stroke, and ca,ncer—yes, L. am- genemlly fa-
‘miliar with'it. - ‘ ;

Mr. BRENNA\T D1d ‘the. Department support that a.mendment?
There was some confusion during the Senate debate as,to, what:the
'pos1t1(§.)n -of the Department wag. - Could you clarlfy this ; for the
TECOY, :

= Mr. Q,UIGLEY \Vell 0 that end amd 1 hope I suceed——I thmk the
p051t1011 of -the Department was that. it an. amendment along those
lines was to be adopted, this amendment, as it was: sp()nsored by the
Senator from Louisiana, was acceptable to the. Department.  This was
an amendment to an amendment. 1t was worked ont,from the original
proposal by Seantor Long. ‘We indicated-thag if ‘the Senate and the
House, were.to adopt a measure along this line; we felt we could live
with this in these particularareas of research R

Senator McCreLraw. You want to submlt tha,t as an unendment to
that,or do you want to submit a revised version? -

M. Quierey. I think a revised version, because T thmk more ‘Ip-
propriately this: would go as an amendment: to. Senator.Long’s bill
rather than as an amendmellt to the chairman’s bill. . But,I think
somewhere in this direction Would be, the thrust of o mny amendments
we would suggest.

‘Senator, MoCrrLLax. I.want, everyone to-be free to offer thelr best
Judgment on this, and be as helpful as possible.. . - ..

Mr. Brexwan, Mr. Quigley, do I correctly understand Vour Sta,te-
ment to indicate that the Department’s position is that the Department
:Efwors 8 mandatmy requlrement that Vou miust, mcqu}re patent IIO’htS
-in allinventions relating to public health ? .

Mr. QuieLry. No; you are not, correct in. that and T thmk thls is
Ehere we pa,rted company with ‘the orlgmal proposal by Senator

ong

Mr. Brexwaw.:So you are not Suppmtm then, the amendment
ﬂnt was offered on the Senate floor?

" Mr. Quersy. I think we indicated that If an amendment Was to be
adopted to the bill, that in our judgment this was far preferable to the
original proposal. I think our issue with Senator Long’s proposal has
been the mandatory requirement-—despite the Fact that as a general
proposition, as a general policy, in our areas, of research, health and
welfare, we think. generally this is a good a,pproa,ch—but we thmk
" there outrht to be enough flexibility. W1th1n the Administrator to make
: e\cephonq n etceptloma] cases, the Government. not taking tltle%hat
would best promote the common good.

.. Mr. Brenxan. Sothe Department then Would prefer to 1eta1n some
: measure of:discretion? . Sty e .

“Mr. Qurarey. That is cor}.ect :

‘M. Brennaw. Thank you. | - : =

" Senator MoCLELLAN, All mght Thank you very much It you
wﬂl subm1t the a,mendments to us here, we will be glad to welgh them
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T am going to make that same request of other agencies, parmcuhrly :
a fren(nes of Government that testified and. suggested amendments—and .
also from other w1tnesses I hope we can tret the very best measure

possible. :
Lo ME QUIGLEY Thanh you, Ml Chmlrman I w111 sba,nd by f01 Sena,—

tor Scott’s questioms..”

Senator MeCLELEAN.: There wag one other questmn In maklno"
-these grants, most of yours you say are by'grant. Ifyoumakea grant_
‘to’ & monprofit institution; of eourse; y()u expect to get all the pfl.tent-
.'rwhts thatflow from that: - . :
: Mr Q,UIGLM As a o'eneml propomtlon, yes, 1\/Ir Chsurm‘m that is
our approach, '

Senator MoCrerrin: W’Vhere. you make a gr ant to prwate enterpmse
in' this-field, do'you now require that tha Government tu B all the
rightst What is your practice now? - e ‘

"\Il Quiczey. Well, I think I will haveé to answer tha.t questlon in
this” way—for reasons’ havmo* northmg to do- w1th p‘ttent pwolicy Or
patent procedure: e E

The Department for apprommately the last 3 yemrs, has not pur—‘
sued the approach of making grants to other than nonprofit corpora-
tions. Tf we-do research: With or through a profit- corpora,tmn, thls i
done under a contract; and therethe requiremernt—-—" -

 Senator MoCrernan. You make a contract, and there you requlre 1t

- My Quictiy. Spell-outithe details.

Senator McCreiran. All right, Tha,nk you very much

~The 1iéxt witness is Mr. Shelton C(_)me arou_nd, ple‘tse Mr Shel—‘ :
ton, you have: someone with y0u9 - R

‘M. SHEERTON: Yk siv, ¢ ¢ PR el

© Senator MeCimrran, Identlfy yourself for the record p]ease, 511‘,
a,nd then Identlfy you ssoclate B f-' ,

STATEMENT OF CHARLES L SHELTON ON BEHALF OF THE AERO _
SPACE, INDUSTRIES ASSOCIATION ACCOMPANIED BY FRANZ 0. -
" OHLSON, IR, STAFF MEMBER AEROSPAGE INDUSTRIES' ASSOCI—V
ATION

\Ir SHELTO\T Mr Chalrman, my Name.is ChftrlesL Shelton .
director of the patent section of the United:Adreraft Corp ., but’ a.ppea,r
here  today representing the Aerospa,ce Industrles Assocmtmn of
America, Inc.| "

On 'y 1wht is \Ir Franz Ohlson, who 1s on the staﬂ' of the a,ssoc,, : '- '
tlon -

Senator MCCLDLLAN Very well T see you h‘we a somewhat lentrthy
smternent . :

Mr. Surrrox. No sir, If you look. 2 httle mow closely you
we havea marked up bill. T

Senator McCrriran. T sée. Much of the document I hELVe. hele 1s 2
printed bill. i

* Mr. SmpuToN. it is 4. 17itle frlohtenlng When you. plck 1t up.

Senator -'\f[GCLDLLA,N’ Very Well We will. hear your staterent.
You may progeed.

Mr. SeriroN. At the otitset, we ‘think it would be help. fnl to high-
.hg}\t the . d}ﬁerence in phﬂosophy ‘between S 1899 int mduced by_ o

'11_ see
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Senator Russell B Long. on the one hand,: and-.S.:1809- &nd S5..789
miﬁroduced by Selmtors McClellan ‘Lnd Saltonstall respectwely on the
-other,. = 1.

The Long Bill i is obkusly b‘tsed on the assumptmn that a pohcy
of the:Government taking title to patents will not interfere materla,lly
with procurement by the various %overnment agencies in making the
‘types of contracts which:are necessary to ¢nable them to meel their
responsibilities in: achieving the missions for which they were created.
In this day and age- when technological progress.is so vital to the
defense and well- be1n0" of the coumntry, this is not only a very.dangerous
dgsumption to malke, but evidence already before this subcomm1ttee as
well as the Committee on Science and Astronantics of the House clearly

- indicates-that such an-assamption. is wholly unjustified.

"The establishment, of a rigid Government-take-all . patent.- pohcy
such as Senator Long proposes would tend to make industry shy away
Arom Government eontracts.. -1 . :

Senator McCrLernan. Iam goingto depart from my usual procedure
There and ask you some questlons as we go along, if you. don’t mmd

‘Mr. Sarrron. I would much prefer: thmt sir..

Senator McCrLrLLAN, - You say a G'rovemment take—all patent pohcy
would tend to make industry shy away from.Government contracts.

If the Government pays on a cost-plus basis, or the contract provides
for g reasonable.profit for the work: actual]y done,-and. for what the
Government gets or expects to gety why would contractors or mdustry
shy away ? “I.don’t quite understand. :

. My, Seerrox.. Well, this is beca.use, Senwtor, in cases Where a'par-
ticular company has invested its own: money in research and develop-
ment and has established a position in a particular art with its own
nioney, and if it then:takes:a Government: contract in- “which it ig re-
quired to give the Government title to patents for inventions which
are made under that contract this WIH pre] judice’ 1ts commerci ial

. position; i P R

Sen&to, MGCLELLAN Let me ask ; ;

Heré is a company that.already has a pat ent, that. is Workable The
nvention was discovered thr ough its own investiment.” .
. The company takes a Government contract and in the course of per-
forming that Government, contract it makes.  new dlscovery on WE]Ch
its grigimal’ patent must be the base.’ '

“Now, who is entitled rrghtfully to that Hew dlscovery—even thou"h
ilie Government i finaneing it? The new discovery would be worth
nothing without the base—the basic inyention, so to spealk, that was
produced by private investment altogether.

Mr. Surrron. ‘Well, let me clear up one thing. The mere fact’ fhiat
a contractor has a patent for whlch itself has pald does not ruean that
the Government will not acquire rights under that patent if the con-
tractor takes the contract with the Goverinment.
 Senator McCrerran, What I am trymg to do, as I think this thing
through as best T can, is this.

Here is a company that has already got.a process that 1t has pait-
ented. The Government gives it a cohtract forsomething ‘else, but
in the course of performln;: the contract for the Government it dis-
covers a -way. to improve this original process tha,t 1t has developed
by 1ts oW resources and hag been using. :

T




GOV EANMEN L, 4 DL = < |
The new process cannot operate withont the old;
Who is entitled to that new discovery ! :
.The company was working on "L‘Government contrac"t when. it made :

thenew discovery, but the new, discavery would.not, have been made

or.would not be ‘serviceable, would not be useful X ce t!thet £ im:

plements or improves the old formula. o
Who is entitled to that discovery ? o
- Mr. SEELToN. Well, I think yon must remember that before ‘the

compa.ny was in.a posmon to meLe this improvement invention, it

had to spend a great.deal in. research. and development do]l‘trs to
achieve this backcrround Sothat it is a little——
Senater MCCLDLLAN That is correot " That is Where these equltles
e11ter1nt01t S . et o :
M, SHELTON Correct |
Senator MoCLELLAN. Now, gettlno* bank to the, pomt thet a comp‘my .
would shy away—the reason the company would shy away,.I assume,
is that—in this particular case I have illustrated—is because it makes

a d1scovery in performing this Government contract that implements or

improves its existing progess that it has developed at-the cost.of con-

siderable mvestment a8 you say, then if the Government tekes all that
is discovered or creeted under, the, contract, the compary loses to its
competitor, as I understand you, Wha.t 1t hed invested . nd developed

originally inits ownright... .~ . o o
Mr. Sggiron. That is correct i
- Senator McCreLrax., Is that one. reaso 1)
- Mr. Smerrox., That is definitely a reason,
~Senator McOLELLAN. T am {rying to get it

so that maybe I can understand it.
- Mr. SgevronN.. There is one move, point. L. Would ke

your original statement.you said that if a contractor had it 1f . de—.
veloped an invention and had taken out a patent that wonld not——
Senator McCreLLan. He already has an Jnventlon end he 1
rights-to it. . His,competitor does not have it.  So he isin an: advan-
tacreous posmon with Tespect to his competlt 1 as of now. But: the
ontraot the contractor: is Workmcr on.for the. Government mvolves the
use of this mventlon, and in the course of domg the work for the. Gov-
ernment it discovers away. to nnprove this invention, to. make 1t‘more
effectlve, to male it more economical.” But 1t requlres a pa,tent
improvement is patentable.. - o -
Then who gets the. petent? If the. Government 'take all, certmnly
the Government gets that patent, that patent, would be an nnprovment
on an. existing’ patent where the confractor:ig already. prot
Mr: Surrron. Thatisright.

. Senator MoCrrirax, aB’th would he lose -that protectlon, then,. to

the Government and to whomever the Government Wa,nted to. make the

process available? -

Mr. Susuron. He would lose thth in thlS case—the pomt
ing to make is this.

The mere fact that the contractor has s, pa.tent does not necessarlly :
protect this patent if he later takes a Government contract.

Senator McCrunrax, That’s the point I am making.” _He incurs thie
risk of losing what he now has protected, that which he developed with
his own 1nvestment and his own skills—he i inéurs the risk of losmcr 1t it
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he happens o' make a. dlscovery that would 1mplement or’ 1mpr0ve it,
a,nd has to make it available to the Government.

Mr. Smrvron.” Well, if be had completed his invention that'hié had
patented in'the sense that he had actually reduced it to practice, them
there’is niothing'in these bills which Would say “that the Grovernment got
any rights under that patent. .

- But so often—— .

)
{“

~ Seriator McCurrrA¥. Not under- flmt of mnql patent—but the new
dxscove;ry that 1mplements orimproves it, ‘which would also be patent-
- able4t would not have a'base excent for the or1g1na] mvantlcn
"~ Mp. Saerron, That is correct.” '
“Senator MoCeLrax. Who gets the’ omgmal 111vent1011~1f the Gov-

ernment gets the new one under its contract, hOW can the GoVernment

_ : : explam how the Govenunnnt

‘can get rlghts and a3 a’ matter- of fact title o that. 01’1g1na1 patent,
Arid this would oceir in Tnost casés where the research and develop-
melt work performed by that contractor, and on which is patent is

based—if that work had'not resulted iri an detual reduction to prictice,
And I mean by that that this work had not beén carried on-to the
point where the contractor had ‘actuaily built a device embodying that
invention and had put it throngh successful tests Whlch proved that it
was operable for its intended purpose. "
Now, in that'cise, if the contractor had not ca.rrled the work on tlnt
far, if a contragtor with this patent took a ‘contract with'the Govern-
ment ‘with the title clause in it, ke mmld be requlred to asswn th‘tt
‘pa,tent to the Government.. -
‘ Senator, MoCLeran. Yes; T'can"seé that-«I Was trymg to gwe an
'111ustrat10n whers the patent was dlréady operating, where he had
already taken it ‘out and the invel tmn had been perfected_ 80 far as
making it commercially valuable.
.. But in perforting a. Governme contract he ma.kes a dlscovery th‘tt

malkes ‘it evén more Valuable and improves. the original invention.
But this’ d1scovary als has to be patented. And the orlrrlnal inven-
tion'is the bay
 Now, who gets hat- orlomal pa nt

that, too?’ £

' M’r SI—IELTON No, the Government would not acquire it.

Does the Grovernment cquu e

- Senator MoCigraax. 'Well, then, that second pmtent would be V‘Llue-
less if'the Government could not use it
Mr. SHDLTON It would 1ot be va,lueless after the orlgmal pa,tent

E h&d explred

" Senator’ MGCIELLAN VVeI] I mean for the perlod that’ the ‘ton-
tractor ‘was protected under his original patent it would be valueless,

Mr. Smrrron. 1t would not be yalueless if it had utlllty othér tlian
within the scope of the orlg'mal patent.” But if it was ]ust a narlow
: 1mprovement on a patented invention.

Senator MéCreiian. T ean widersthhd why a conh actor mlcrht shv
away from a . Government contraetifthe Government wanted : resefu ch
done in'a p*xrtlcular field, where the contractor had become somewhat
proﬁc1ent it 1ea,st had Imde com;derable nwestment and thOtIOht
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they were near a breakthrouoh on. 1t anyhow; and it was golhg.on'in.an.
orderly fashion, pursuing. the research. . But.if the Government carne;
111 and wanted, a-hurry:up:job done. and said, “Here, we will finance:
w,” I-can:well appreeiate that the- contractor mlght shy away-and.
sa,y, “W’ell we.don’t believe weswant to do ity because they would lose. .
all the orlgmal investment that they had put. mto At.: i .
In other words, the Government. would be gettln pat t. rmhts for‘
thesmall profit it ma,y be paying onthat one. contra,ct R
+'Mr. SeELTON. Thatiscorrect. .. . .
- Senator MoCrerran. - And it wonld, not be enouo'h to 1*elmburse ‘the.
ou«rlna,l contractor for the investment. it had. marle 4in, that. 1esearch .
It that one Nlustration now that you have o mmd@ T
Mz Smrnton. ‘Thatis correct. '
Senator McCrrLrax. You can. 01ve these Illustratlons much better,
than I can—I know that.. But I am just:trying to get it into some-.
thing- where I can. understand it That 8, when y@u smy they would
th&way T N S EL IS O
All rlgnt give ug any other Yeasorn.! o . :
Mr; Surrron. We have an 111ustrat10n a httle further oM/,
Senator McCrurran. - Well, go -ahedd. and read. a while, - then.:
Mr. SmerTon. NojiL thlnk thig w ould be B.Very.g ood tlme to brmg;: :
thisup: It is over on’ page9.
‘What we are trying to prove here is that the title pohcy you m10ht .
say is:a policy of mediocrity in résearch:and development: because it
encourages the acceptance of contracts: by those contraétors who-do
noti ha,ve a.good background :in the particular: feld: in/ which:the ein-
tractidsito- be ‘placed;: Whlle tendlng fr10hten away those that do;
have the background.::: ot Gy vt
- B0 this example on: p‘we 9. nnght be 111terest1n0' Towilk re‘md .
- Assume the Grovernment was:fooking for’a comipany 'to- develop g8
partlcuhr item: . A-has already pelformed valuable résearch and:
development. work in this area at private expense :and has a:patent.
on:an: invention that has not.yet been: actually:reduced to ‘practice.;
B has had no experience and no patent. - Because ‘of its past experience.
A’¢ould do a better job than' B and at'a lower price.. If A:tales the
_contract, it will first. actually reduce the invention to practice:under:

the contract and will' have to-assign;the ‘patent to.the -Government.

which' will'make the:invention freely available to'all for: commercnlsl'
aswell as governmental purposes: 1T A does not take the contract, its
exclusive commercial “position will be: preserved and the existence: of
the patent may enhance: its chanées-of getting a procuctionieontract
from the Gtovernment after B hag developed the item under the Gov-
ernment research and development contract. In:any:event A -can:
recover just compensation from the Government for B'sswork and-also
if the Government production contract:goes to another. Inthis type
of situation the policy of the Long bill would: definitely ‘discourage the -
qualified company from taking the contr act, bt the inexper 1enced and.
less. qualified :company would find it léss: ob]ectlon&ble Ll

Senator McCrerax. -All right: : Go back to page 2.

. Mr.SmriroN. We are well aware that some companies are depend-
ent on: Government. business no:matter ‘what Federal: paterit policy:
is ﬂdopted but thele are:many: of the’ Government’s most 1mpmtant
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guppliers who can choose whether or not to bid on a:certain program,
and ‘who will forgo responding to-a request for proposal or-an invita-
‘tion for bid particularly if there are: privately financed programs to:
protect. - If Serator Long’s proposals wereenacted into law, research
and: developmeiit efforts of =& large segment of -industry. would tend
to become compartmentalized into Government and commercial proj--
ects for the protection of private rights, and the crossfeeding of ideas
between the two would cease. The start of thig-can already be seen
in indsutry today by the formation of Government divisions.: ‘If-this
should sbecome: common practice;'it-would. have a seriously adverse
effect on the'éverall Government research and dévelopient program.
and upon the public interest: ¢ o 1ol o s e s e
On the other hand, the McClellan and Saltonstall -bills recognize
the need for Jeaving each Government agency with the authority to
give prospective. contractorgenough of ‘an incentive to engage in
Government research and developmernit to attraet those who are oug:;
standing in the field because of their own privately established posi--
tions. Although these bills establish guidelines for the various agen-
cies, they recognize the old truth that:one.cannot leégislate good judg-
ment.and ‘they permit-the agencies to deviate from the principle of the
guidelinesin the pregence of special-circumstances.” .-« - 7 o iv
History has many examples of the excellent results which can be.
achieved: when thie: Government.-and-industry have been permittéd to
pool their'resources-in a comion: effort; neither: the contractor nor the.
dovernment being forced to give up ite rights unjustifiably. .-
In short, the'M%Clellan and Saltonstall bills take imto consideration
the very important requiremeént of the Governmeint agencies, namely,:
that they offer sufficient incentives to attract industry to enter into:
contraéts on' reasonable terms while, at the -same-time, the intercsts
of theé general public are fully protected. - The Long bill, on the:other
hand,1n addressing itself tothe question of getting the so-called: spin-
off inventions into commercial use, denies the agencies the: flexibality
they need to enter into!éontracts-on reasonable terms in order to sue-
- cessfully-and expeditiously perform their missions, -~ - .. -
- While we reject the Long bill; we. believe that S.-789% and 8. 1809,
propose equitable and feasible policies that: would largely preserve:
the incentivés-of the American:patént system -and put such incentives
to workdn-the public interest.. We ¢could: subseribe to the pelicy of
etthier bill. . However,:3. 1809 ig patterned principally upon the Presi--
- dent’s Statement on Government Patent Policy -dated: QOctober: ‘10,
1963, and:there is-evidence that such a policy will work fairly: well.
Accordingly,we endorse Senator.:McClellan’s billy: 8. 1809, and will
not:cominent specifieally on S, T8%.:r e 1ol 1 I
+:Mr. Chairman; we think-that:S: 1809 could be improved by modifi-
cationg which we consider to be relatively minor; and I think X miglit
diseuss some OF Those, =5 " wurn b 7ot U et
- Senator McCERLLAN: Veryrwells: e o o0y a7
Mr. Sueuton.  The bill speaks of the principal or exclusive Fights in
invention. But it does not' attenipt to'define what is memit by that.
- Now, this is true also in the President’s' patent pélicy statement, and
the administration of' that staterent results in'that expression—the
principal.or-exclusive rights—being interpreted as meaning:title].-




l\ow, we do not think this was;intended in the bill,; although we,
1hmk the languageis pr obably intended to be:-broad enough to include.
title.: .. Bat. there are many 31tuat10ns between a nonexcluswe heense, :
and tithe. - -
- We recommend that this: term be deﬁned to mclude these srtuatmns~
TIneidentally, it is our view that-the Government never needs to have
title to & patent to adequately protect the Government interest—the
public inerest.. The purpose is to have the inventions used: by the pub-
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Iie. "And this could be taken care of very adequately. by the Govern- o

ment. having the right to compel the confractor to.grant a license if a
cualified. a,ppheant s0 requested,.and the contractor werenot adequate-;
Iy supplying that. partmular 1nventlen to the pubhc -Thls 1s 111 that,
would .be-needed. -
. Ceitainly. the Government - should not in.our oplnlon ever, utlllze
*he exclusive. monopoly right:whichis aﬁorded by the patent.. . _
The: pafent is: very . useful incommercial Tife; in giving. adeque,te
1ncentwes to invest-risk .capital dor’ getting tlie invention .on-the -
market. But:the Governmeéntiis not a producer of products forthe:
-comimercial market, : The Government-does.not- compete with anyhody:
inthis field. . So, as far as-the Govermnent 1tse1f is. concerned ha,vmg
tltle to the patent ismeaningless; : ¢ ol e b
We:think those patents which the Government does own should be-
11'11(16 freely availableto-the public; © -~
. We:realize that:ib:may rpossibly: be. that the Government W111 ﬁncl
itself with title to some patents which are not being used for. the very.
reason that-no one ig:willing to riskiwhat capital needs.té be: risked to..
put ‘the invention :om the market. - In.such situations, we: think. the
Government should: offer-the patent for sale—ask for hids and. sell it
the same way the Government sells: surplus property—so that the pat-
ent could then get back into the commercial stream: Where 1t can oper-
ate in its normal way-as an incentive to produce goods.: e
“You will see that¢ir proposed definition of the term prmolpal or
oxelusive rights”:-would mean title,-or exclusive license subject o a
nonexclusive license in:the- ‘contraetor,.to mean an undivided part
ownership of the patent:with: the contracter; it could mean:a nonéx-
clusive licenise with-the right'tc grant sublicenses, or finally.a nonex-

clusive license with-the:right to ccompel the granting of. llcenses to L

cthers on reasonable terms.

We would like to-ses stich an amendment:made to your. b111 A

We are concerned also by section 3(b) (2) which speaks of nmkmg
inventions available to- foréign’countriesin“accordance with treaties
entered into by ‘the United States...We are afraid that-this passage
of right to foreign governments-hay beoome automatic-because of the. -
terms of these treaties, and we are fearful, as- ‘Congressman Daddario:
is, that this might become a real ; gweaway prouram for “which the
United States would get nothing in return. . .

We would like to see the language deleted “or by a forewn Uovern-: :
ment pursuant to any: tre‘lty or’ other: agreement Wlth the Government
of the United Stateg.” " = ‘ ‘

" T would like to make one.commen at thls pomt e

~We have heard it .said that in- baro-almng for title to patents ‘the:

Government lsonly conduetmg 1ts business in Lhe same way that indus-
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try conducts: ité own' busmese——on the theory that Whenever 1ndustry
goes o another- compe;ny for & research and devélopment job, itire-
quives that partleula,r company to msmgn title'to:inventions and: patentsi
to the contracting company. This is not the general practice.of in«
dustry T do not méan to say that-industry never’ does this, but the

general practice is that it does 110t requlre tltle Ancl the rea,son for
bh1s is a very simpleone. <0 i

Tn the first place, if you. contract Wlth a manufa,cturlno' eompa,ny
for them to do:some research and development work in their field, and
you tell’ that: company any inventions that they make have got- fo'be
assigned to you, we know that we will }}31 y through-the nose for the
assigniment of those mventmns, because that company isijust not vomof
to want to assign these, and it is just not worth that much money:

In other words, theé main interest of manufacturing companies is the
production and sale of goods. ~ It is to further that interest that they
perform research and development work and the proﬁts on such effors -
are a-secondary consideration.: Teo'such companies; the right to retain
title to-any inventions they might make-in the performance of a ' re~
search and development contriict is valued very highly, because there
18’ always a chance, no matter how: slight, that an important invention
having significant value to them in their: business will result'if they
devote their very best efforts to the work.: For this reason, industry
would have to pay such eompanles a great deal: more for research and
development: work w1th t1t1e to patents than for such work Wlthout
titletopatents: i : ;

Moreover, because the llkehhood of eny eompeny mekmg 1nvent10ns
of significant value in the performance®of R.& D.is tetally unpredict-
ableé at the time of contrectmg and :occurs’ relatively’ infrequently.’
industry realizes that:in contracting for Ri: & D. with-any company- to.
which title to patentsis imiportant, it gets:much-more for its' R. & D.:
dolla.r, and better contractorstoo; it it does not:demand title to patents.

“So I would say: that this: statement that-the: Government is merely
trying o negotiate with business:on the same bagis: that. busmees-
negotlates with: itgelf, is not a correct statement: :

. Chairman, I have kind- of skif ped around. I 11a,ve not done
much reading of this statemeént. - But it'is:all-inthe record. - o
. Senator MeCretpan. Yes. - Your statement ma.y be prlnted in:the
record in full, 5t

(The pr epared statement of Mr. Shelton follows )

' f STATEMENT 0}3‘ THE AEROSI’ACE INDUSTRIES ASSOCIATION )

"My ndine 1s Chailes I, Shelton “Iam dlrector, patent gection, of the Umted
Adreraft Corp. ‘but-appear today représenting the Aerospace Industries Associd-
tion of America, Tne, (ATA). I haveserved aschairman of thé patent committee.
of the AJA, and presently am the chairmahn of the Tederal patent pohcy sub-
committee of that committee. My statement before the subcommittee is an
expression of the position of the Aerospace Industmes Assoqatlon on the matter
of a Federal patent policy. : H St

/The . membership of the assoclatwn 1s composed of the punmpal manu-;
facturers of aircraft, spacecraft, and missiles, as well as their powerplants,
guidance systems, and components. Our members are engaged in commercial

" markets as well as in contricts with many: Government agencies and have had
long expereme in the ﬁeld of research and development “Approximately: one-
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third of the Nation's industrial scientists,and technieians are employed in the
aerospace industry. Therefore, we have a deep concern over the enactment of -
‘a. Federal patent policy and appremate thls opportumty to E‘ZplGSQ oul v1e\vs
008789851809, and: 81899 i Bi

Cur association has followetl w1th mtelest and partlclpated m pnor heanngs
-of this subcommittee on the matter of the enactmernt of a-Federal patent policy.
We are’certain that the subcommitiee has examined the issues in- depth and is

well informed. on this important: subject. Accordingly, our statement.is brief.

-Atrthesoutset we think :it:would "be helpful to highlight:the -difference:in
phllOSOphy ‘between 8. 1899 :introduced by -Senator!Bussell B, Long on the

onehand, and §. 1808 and: 8. 789 mtloduced by Senator McGlellan and Saltonstali .

respec*twely on the:other. 1
The Liong bill: is: obvmusly fbased on the assumption that a pohcy Of the

-Government taking title :to patents will: not-interfere: materially - with procure-

‘ment by the various Government agéncies inmaking the.types of contracts swhich |

are necessary to: enable!theni- to imeet -their responsibilities: in- achleving :the .

‘mission§ for which: they were créated:+ Inthis:ddy.and age, 'when" teehnolaglcal_
progress is so vital to the defense and well-being of the country; this :is not
only a very dangerous assumpiion to malke, but evidence already:before this
gubcomimittee ag well as.theCommittee on Science .and. Astronantics: of the
House elearly indicates that such. an assumptmn is. wholly. unjustified,, . :
) The establishment of.a:rigid Government take-all patent policy.such.as Senator
JLONg. Proposes, would tend to. make, JIndustry:-shy.-away . from. Government con-
tracts. We are well aware that some compames aredependent,. on Government
.pusiness no matter what Federal patent, poh y. is ado*pted but. there,
of the Government’s. i & L ‘
to bid on a gertdin program, ‘and who' wﬂl forgo respond'mg 'to a Tequest
-proposal or an mvnat‘lon fo;' bid particularly if there are, prwately ﬁuanced

to beeome compartmentahzed 1nto Governmenj and commer(:lal ! ogec

protection of private rights, and the cross Teeding o

would cease, 'The start of this can. already be, .seen in

formatmnpf Govelnment divigions
: g i

development: Drogram and upon. the pubhe 1nter(~st ) )
On the other hand, the McGlelldn and Saltonstall bills’ recognize the need for
lea_vmg ‘edch Government ngency . w1th the ‘authority to give, p;ospectlve coni-
" tractors enough’ of an mcentlve to engage in Govemment regearch. and. develop-
ment to attract those Wwho arve outstanding in the feld. becanse. of their own
plovately estabhshed pogut" Although these bill estabhsh guidelines for the
various agencies, they 1 mze the. old fruth. that one cannot, 1egzsiate Honod
udgment” ind they pelmlt thé agenmes to. deviate from the pr1ne1ples of the
gmdelmes in the presence of special mrcum&.tances ;
. . History has many exampies of the excellent Tesnits. Whlch Cdn be achleved
ZWhen the Government and mdustry have been pe1m1tted to pool their resources
in a commpn effort, neither the contractor - ner. the. Goyernment bemg' forced to
give upits rights unJustlﬁa'th )

In short, the McClellan and Saltonstau bﬂls take mto conslderatwn the vely
1mp0rta.nt requﬂement ol the Government agencies ; nainely,, that they offer suf-
“fleient incentives to attract industry to.enter, into. eontracts on réasonable terms
while, at the same {ime, the interests of the ‘general public are fully.profected.
The Long bill, on' the other hand; in addressmg itself to the-guestion of getting
the go-called spin-off inventions mto comimercidl use, denies the #gencies the. ﬁes:—
ibility they mneed to efiter into ceutracts on reasonable terms in.order.to suceess-
fully and expeditiously perform their missions. , ”

_While we reject the Long bill, we believe: that.g. 7 89 and S 1809. propoge eqmt-
able and feasﬂ;ﬂe poheles that Would Jargely preserve the incentives.of the Amer-
ican patent systermn and put such incentives to work im the pubhc interest. . We
‘could snbseribe to the policy of either hill . However, &..1809 ig patterned. prin-
cipally upon the President’s statement on Government patent policy, dated Octo-
ber 10, 1963, and there is, evidence, that. such a policy will work Tairly: well.
Accordingly, we endorse’ Senator McClellan s blll S, 1809, and will not comment
speelﬁeallyons 789 ... . B TN PUR T P T
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As stated above, we endorse 81809, However, to clarlfv, strengthen, and
facilitate the admlmstl atlon of the b111 we otfer the followmg proposed r,hanges
“or. amendments: oo ool
1. In several places S 1809 1efers- to the agency head acqulrlng for the Gov-
Aernment “the prinecipal. or exclusive righég” in.inventions. ‘This same language
‘also appears in the President's statement.on Government patent policyyand cer-
tain executive departinents have:eonstrued:it asmeaning title in every.case. We
‘think - the bill.intends:this expréssion to be broad:enough .to include:title, but
fot o be. limited {hereto.-  Algo, we do not:believe.that -the Government really
needs to acquire title to a patent in order to fully protect: the public interest. . To
«clarify -the-meaning of-ithis -expression and:to provnie adequate -and flexible
guidelines: for the various- Government agencies in promulgating. regilations to
:the end that they will not speak:only of ‘title,: we suggest that a -new: paragraph
(1) be added to section 2, after line:13 on: page 3, reading as follows: -
(1) The term “the.prmmpwl or eweluswe rtghts” -mea,ns, but wwthout Zamzmtmw,
“ther eto -either L : . : K i
-1 titleyor i : :
2; ewclumte Iwense, sub;ect to scetwnS(b) (3yyoprt o
8, owidndivided. part’ ownershw ‘of ‘the patent ivith the oontmctor ot il
4 ‘g notideolusive Ticknse with the right 6 grcmt sebmemes, G i
VB @ fiowerclusive Heense Wit ; the:
ta others On freesonwbte terms

15 ‘of page
elopment or research

ThlS proposed amendment 1'; to c_o fo
‘eection 2(e); and to conform seetlon 2’(0’) mth se

States and certaln foreign countrles, the preésent lang'uage ‘of Hection 3(b) (2)
Wwould automatically convey a license to forelgn governments under contractor-
originated inventions whether or ot the Umted States receivey reciprogal Tights
“from. contractors to Toreign governments ‘To our knowledge no foreign country
has enscted legislation’ (of the type proposed in §. 1809) to implemient article V
of the standard b1latera1 agreement (study No. 24, Patent #nd Techniecal Im-
‘formation Agreements,- Bﬁth ‘Cong.,,” 24 séss,, pursuant to 8. Res. 240, 1960).
 Hence, ‘any foreigh citizen who owns a U S patent éan asqert it agamst the
U.8. Government. "We believé thiat ejther the U.8. “Government of the contractor
should’ receive a quid pro quo for sich licenges rather than’ the” Government
glving them away as would result from the’ present langtage of 3(b)(2)."

4. Amend section ‘3(b) (3) by addmg after the’ word “invention” on line 12
of page 4, together with the right to grant sublicénses thereunder o the emtent
the contractor was legelly obligated to do so ot the time the contract was ewirded.

This is merely to permit the coniractor to honor his existing legal obligations
“atid is wholly in keeping with the Government’s objective of working iiventions.
- B, Amend ‘section 3(b) (8} by inserting after the word “knomngly” on 11ne 12
“of page 6;-and with intent to defroud the Governiient. ;

‘We agrée-that if a‘contractor deliberately and for the purpose of defraudlng
the Governtent withholds a digclosurs, there should be 4 penalty. Otir concern
hereis that the present language could be construed broadly enough to pumsh
axi honest érror or a mistake of judgment.

6. Amend section 8(b) by inserting after the word “head” on hne 3 ‘of page 15,
2hall meke all paients acquired under this Aect on behalf of ‘the United Smtee
f? eely guaileble to the general pubhc of this country and, in addmon * k&

In lines‘3, 4,'5, and 6 strike “an exclusive * * * of the Un1ted States” and

) substltute; hcenses to otliers unider any such patents

{Fhe: foiegomg changes to section 8(b)° “woilld make this bill consistent with
out views: expressed below on the eub:]ect of the Gevernment having title to
paEleritg, (i e THL ST s L i

Unfortunatelv gome p‘atented inventions, partlcularly those reqmrmg A Sith-
stantial investment te adop$ them for publlc use, may not reach the ecommercial




market. without the-exclusive rights granted in.a patent...3.::1809. recoguizes
this and provides for the Government to grant exclysive licenses; and in: some
instances, royelty-bearing licenses. | The granting of such licenses.would; sTequire
the Government to sueiand: en301n and perhaps collect royaltles from, the m-
fringers of such licensed.patents.- -

. We:believe that. the: Government should not have the r1ght 1:0 sue, or havmg
‘the right-should refrain from-msing it, any. U.8: national for ihe infringement
of a Government-owned patent either.to. enjoin: such: infringement ox:to-collect
royalties:. -Bhould:the Government ‘find -itself with.title fo.a,patent: which no
one will nse in the absence of: exclusive patent rights; .we- suggest that . the -
«Jovernment put the patent. up for public sale.ag surplus: I!ede‘r,al property. . In
this way; the patent could: be: returned:to. private hands and perform-its ;in_te_nded
commercial funection. However, we recognize there may be instances where the
Government might need the right 'to.license its patents to other than Y.8.
nationals, particularly its forelgn patents 01.11 proposed amendments 1:0 section
8(b) are for this purpose. d B

£

i uggested chan es is: attache

‘ ‘J.‘he L0n°‘ blll S 1899- is‘an extreme b111 whmh would give t1 ) patents to
the, Govemment in all circumstances. Although there .are provisions: by. which’
‘the.Government, may :waive all.or any: part:of . its rights in such patents to.a
eontractor, they are so complicated procedurally and go hemmed in by restric-
tions: as to.be of little practical effect. . Thus 8. 1899 really: propoges:a Govern-
ment-take-all- policy.. It alse:proposes: _the .creation .of an: administrative: body
to dictate the patent practices of the variousGovermmeént ;agencies and; o, deter-
mine how mghts under Government-owned patents are to.be distributed 5|,m0115
the public, in-short, ‘it Puts Government in the patent business.- The bill-isharsh
in its dealings with Government contractors and leaves no discretion with: the
various. Glovernment agéncies-to balance equities or adjust special ¢ireumstances
when megotiating with prospective Government contractors The severe penaltxes
of a heavy fine and incarceration prescribed by the author of §. 1899 i1 Section
11{d) are alien and Tepugnant to basic American’ concepts, and could dlscourage
geientists, technicians, and persons with inventive skills from:participating-in
Government: funded research contracts or programs, thug' adversely aﬁectmgz
such efforts..

The Long b111 fails to prcmde a Satzsd.’actory solutmn to the crrtmal questlon
of Government contracting ; i.e., “How can the Government get ‘the Best Tesegreh
and development job done at the least cost to the- taxpayer'?” JFor unless the
results:achieved by:contractors are of top:quality ‘and-at a reasconable price, the
Government's research and development program. will. be a failure, regardless
of the number of inventions to which the Grovernment 1m:1denta11y takes title,

If the Long hill becomes law, the Government would be powetrless to contract
with private industry for- regearch or development except on'the basis that ‘the
Government would take title to all invenfions and .patents arising from: the '
contract, The company with little or no experience in the field. of -the contract
might well be willing to agree to such a reqmrement ginee it" would. have no
established commercial position to protect and the contract would be entered
into at no risk to itseif. However, the company which' has invested substantial
funds of its own 4n research and development and has a well-established com-
mercial position would have much to risk if it were to take a Government contract
under the rigid requirements of the Loung bill. Such 4 company would be.
improving upon technology. already created at private expense and yet, would
have-bo give the Government title -not anly to inventions-originated in carrying. .
on its work under the.contract, but also to inventions which, although prenously
created at private expense were ﬁrst actually reduced to praetme m the per-.
formance of the contraect.

For example, assume the Govemment was lookmg for a companv to develop
asparticalar item; A hasialready performed valuable research-and development
work in this area at private expense and has a patent on an invention that has
not yet been actually reduced to practice. B has had no experience and no’
patent. Because of its past experence A conld do a.better job than B and at a
lower price. If A takes the contract, it will ﬁrst actually reduce the invention
to p1 actme undel the-eontract ‘and: will. have: to:assign the: patent to the G(}veln- )
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ment; which W].ll make the mventmn freely. lavailable to all! f01 scommercial: as
well as governmental purpoges, " If A:does not:také the contract, its exclusive
“eomiercial “position : will “be- preserved: Aiid - the.existence : 0of the:patent.may
-enhahce its’ chaneces :of “getting -&a ‘production:icontract-from the: Government
after B hag developed the item under the Government:research and: development -
‘conitract:: T any event,’ A can‘recover just compengation from:the: Government
for: Bs work and-also if ‘the Fovernment production coutract goes to another.
In-this type of situation: the policy: of the Lotig Bill:would definitely discourage
‘thequalified ‘company froin: taking the eontract, but the mexpenenced and less

: quahﬁed company would find it lessobjectionable:

‘ The phﬂosophy mplicitin-8, 1809 that the mcentwes of the Ul ‘S patent system

: houldbe ‘excluded: from Governmen contracts should ind- must ‘be re;jected

" This qubcommlttee is also eonsxdermg S 1047 inty oduced i)y Senator W1111ams,
to-amend section 1498 of +itle: 28, United Stateg Gode
The ATA presently opposes any basic change in .the prmmples of sectlon 1498
and therefore cannot support 8. 1047.. However, we do favor legislation giving
patent cla1mants easner _access to the courts in pursuing claims against the
; i paten't elaiiiant could be permitted to -bHring
ir¢ait, or-the “Court of «(Claims: system: eould
commmswner An’ the elamlanb'

ave ‘sked you-!the pI’lnclp‘ﬂ one; '
I'hiad reques ed the who preceded you to stibmit the
‘proposed a,mendment and I see that you hive done'that in your pre-
pared statement: ‘ .

CMT SEEroN.: Yes, sir.
Senator McCrerrs

e..r.Mr. SHELTON 18 it, SiT, 'if.,:z i
-+ Senator MGCLELLAN Very good Tha.nk -ou very much
- Senator Scott; any questions? . -«

TSenator SCOTT No ghestions:- P
.. SenatorMeCrerran, Well, tha,nk you, sir.
- Mr, Suerron - Thankyou, . . . 0 ' T
'iSenator MCCLDLLA\T Mr Quwley, Wlll you come around a(r‘un,
Tlease, ' : _

'STATEMENT‘ oF {"J'AMES" ivi ‘dﬁié-LEY‘ :,’ASS"I’SQTANT 'sEcRiETAié;Y
'DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE; ACCOM-

PANIED BY MA_NUEL B HILLERr--Resumed

Senator SGOTT 1 a,ppreclate "your sta,ndmg by to enable me to get
back e ; :

" Thad'a few questions T wanted to a8 : o :

I understand from. fime to time the NIH grantees have invented
new: chemical conipounds having a: po’oentlal valueas a new dru g That
isright;isit not? _ .
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o M QUIGLEY Senator; I certamly have. noreason to sy othez mse
T am sure this is probdbly the case. “ © :
 Senator Scorr. What. does the. Department do in cases of that kanid,
where the grantees have invented. these. potentially. useful druO"s, if a
.great deal of additienal development provesto be necessary in order .
{0 establish the usefulness of such a potentla,l few drug and make it
available to the medical professwn2 Do you have a policy there for
further development of what you. mlght call. the fallout in: relation to
the. work done by NTH: grantees ¢ :

Mr. Quidrey. 'Sena,tor, I thmk the baslc 1*egu1rement under the De-
;Partment’s policy s that any grantee, who! recelves u research grant
from. NIH, or.any other. agency within ‘tlie,. Department, is- requlred
as.part.of the grant agreement, toreport to NIH any: patentable inven-
tiong that are disecoversd; wweduted to practice; during the course of the
research project, Thereafter there is a judgment that has.to be.madsé,
in this case by, th urgeon ‘General, as to what.is the next. step.to be
taken. . The decisionimight very- well be that because of:the nature:of
the’ dlscovery andibebause:of the research'and development: work that
remains to be done, that' it would be i public. interest to advise
that researcher to.gc ‘ahead, get the pateni in his, own name, and make
a determination to leave all rights to the grantee institution under
section 8.2(b)-of the: Department regulations; subject;to certain safe-
guards, such’as those provided-for Tn the President’s statement, and
permit the grantee to.issue exclusive or. nonexelusive, licenses to pha,r—
macel Gal ompames whereneoessa,ryt

HH

Senator SGOTT He could then be glven, thls perlod ofexclusiv 1ty
1né,1f_111a,rketmg the product.’ '

Mr, QuicLry. =&)uld be. Th1s i dec1smn that the Surgeon Greneral
would: have to make:on:the:basis’ of the‘facts and the 1nf0r ation
revealed by the grantees’ disclosuire. L
" "Senator” Scorr, Now,, the Department of Hea,lth, Educatlo Yy : 2
Welfare adopted .its. present _patent regulatlons Lrthink 1955, -Do
you have or:can you furnish us information-as to hew many: times such
exclusive. 1ghts have een gwen smce ,the 'promulga,tlon of “these
regula,tlo Y ‘ :
My, Q,U'_IZGLEY Ido. not have it, but’ certamly we: cfm 111d wﬂl furmsh
for the recorda report alonO" those Jines:

- Senator Scorm: In-giving us that’ mformatlon, Would you be good
énbugh to give us a brief summary of the case, and the. oeneral termS-
. oh. Whmh e}.cluswe rights were assigned % ... .. ' FE
. Mr.QuicLry. W’e Wlll be ha,ppy to- supply Whatever 1nf0rm&t1011 8
have, Seaator. = L e

- Senator Scort. Thank ou. . .. 7
(',’I‘hg‘_mf_orma.t-ion:referr_ed;to :Eoll()ws:) e
* At the hearings béfore the Senate Subéomnittes on Patents Trademm s, and
Copyrights held on July 6, 1965, Sendtor Scott requested that Mr, Quigley furmsh
to him information -as to how many tlmes exclusive rlghfts were given under .an
8.2(Db) - determination, bneﬂy Strimariging ‘gach case as well as the . genelal
terms on “which excluswe rights’ were. asmgned and’ what restrlctmns . were
Imposed if any. ; T :

Exchuve rlghts were C'IV__‘
calsesy - '
1. On WIarch 31 1953 the invention entitled “Synthetic Antwens For Use in the .
‘Detection of C‘ancer,” developed by Dr. Penn who was supported m part, by a .

54- 4{}0—65———pt 2——a

under 82(b) determmatlons m the followmg s.m'

he development ofthei inven- .-
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PHS- grant {(one of five sourcés.of: support), was ass1gned to the University of
California under its agreement with the Public Health Service in order that it
may issue an exclusive license for development Of the invention. It issued an
exclusive license for 5 years to Lederle Corp This invention wis covered by
10 patent applications under which a licéhse was exécuteéd-to theé (overnment
in 1958, The university subsequently assrgned all-of its rights to the: 1nvent0r
Dr. Penn which assignment, in the opinion of the Public Health Service, was in
viplation of its 1953 aureement with the university and it institutional agree-
‘meént whicli postdated the 8.2(b) determination by 2 years (mstltutlonal agree-
mient was entered into March 21, 1965), After C(}nsmerable correspondence it
was determined that one application was still pending: i 1962: - The University
of California subgequently. admitted its;error in abandoning to the inventor these
inventions, which' they cons1dered WOI‘thl@SS Since .the inventor had left the
country and was then in’ India, ‘there was little that could be done o rectify the
ervor. ‘Dr. Pehn had ‘licénged-the "California ‘Gorp for Bmchemlcal Research
on-an exclusive basis for ‘the life;'of: the patent. :There is ho-information in:our
file with regard to -either:the. commerczal development,.if- any, of the drug, 0T
1ts effectweness . M -

©On September 26 1955 an mventwn “Low N01s plifiers for Use 111 ‘C-Ray
‘lcreen Tntensifiers of theiTelévision "Lype System for the Translation of Intelli-
gence at. Low Signal to Noise: Ratips” was made at Tohtis! Hopkins University,
with some support from a FPHS grant,-by Dr. Russel H: Morgan and .Ralph B,
Sturm. The c1reumstanees in this case were unique : :

(1) The inventors had. been” workitig on' this 1nventmn er a long permd of
‘time while pursuing graduaté and postgraduate work coutnbutmg much of thelr
own funds priorito. PHS support. -~ - s

:(2) Although. sizable contributions Were also made by the umverszty, the ‘uni-
ver sity did not wish to administer the invention. al:ld felt that equity called for
asmgnment to the inventors,’

(Y, Patenting and’ excluswmy Were necessary to"bring fhis complex’ se1ent1ﬁe
dlscovery £6. the market:: - Attempts to interest several commercidl organizations
in marketing this 1nvent10n, useful in hospltals and other medxcal agenmes “were
_unsuccessful :

(4) ‘Additional’ expens:ve developmental WO]’.‘I\. was reqmred on thlS eomplex
eleetromc device which Would be undertaken only by someone assured of Iong-
term exclusivity. - i s

A determmaf;mn Was made by the Surgeon General On September 26, 19;)5, and
amended on November 18, 1953, permitting the inventors fo retain rights to-the
invention covered by two. patent applications ‘and to sell or’license the patent
applications to a commercial corporation which in this case was Bendix Aviation
Corp.,-subject to conditiong’that thay be imposed by the Department of Health,
Dducatlon, and Welfare.. . The- Government -reserved a license . (nonexclusive,
irrevocable, and romlty—fwe for all governmental purposes) - It 'approved the
agreement between the Bendix Corp. and the inventors which included amount
of royalties to be charged. , The Govermment required that Bendixz Aviation
Corp., affer 10 years:from A'pl‘l]. 5,1955; make the invention available through
nonexclusive licensing of other manufacturers inthe fields of medicine and publie
health, the royaltles not to exceed 5. percent.  Bendix agreed to give priority to
development in these fields. If, affer developinént of the invention to the point
of utility and satisfactory quahty, Bendix could not meet the demand, in any
field, it would be reguired to nonexelusively licefise other qualified manifacturers
at 1oyaltles not to exceed § percent. . No royaltiés were to be included in the price
of any sales to the Government by Bendix or by any assignee or:licensee,

3. On Beptember 8, 1959, a determination  was made fo asvign an invention
entitled “Air Pollution Testing Instrament for Measurm‘* Pollution in Gases'™
invented by Addams, Koppe, and: Dana” undsr a1 air pollutwn contract with
Wasghington, State Umversu:y to the contractor for development and administra-
tion, "It was proposed that the colleg “would give a 5-year exclusgive. Iicense
to an interested, rehable manufacturer under terms. which “would insure the
continued and Iapld production of a satlsfaetory product). . At the termination.
of the 5-year period licenses would ba “available o all manufacturers on a non-
exclusive royalty licensing basis” Subseéquently, the college concluded that
patenting would be uneconomical and the invention becarme unpatentable as a

result of its prior piblicdtion. A supplemental determl'.uatmu was Wl'lttell Ie-
ﬂectmw the s:tuatmn - i R :

iy
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4, On- October 1, 1959, -an invention entitled *“‘Microfluoroscope’” was assigned
to Stanford University. It was. invented by Dr. Howard Pattee, principal in-
vestigator, nnder partial support from. a PHS grant to the university. - The
Government reserved the usual license for governmental purposes. leelpal'
support to the invention was derived from the American Cancer Society which
waived its right to the invention provided Stanford University applied: for a
‘patent and the university made arrangements to insure quality control production
“in sufficient gquantity to meet demand. Since the market for the invention was
limited, the determination’ of the ‘Surgeon Geéneral- authomzed the university, to
-igsne -an‘eXclusive licenseé! " The -determination provided ithat if the’ un1vers1ty‘
-elected not to file: patent- application, publication of the resflts made;in the
October 24, 1958, issue of Science would satisfy the public interest. . Nelther the -
university nor the inventor elected to file patent application ‘and 1o excluswe
license was issiued. We do not. have knowledge regardmg the commercml de-
velopment of the “Microfluoroscope.”

5. Om. December- 16, 1959, the mventlon ent1tled “Co-enzyme Q, a New ’_[‘ype
,,Qumone and Processes of its Preparation” mvented by Grreen .Crane, and Lester
under PHS grant support, was assigned to the University of Wisconsin, The
terms and conditions of the determination were Tound to bé 100 stringent for the
proposed licensee, Merck & Co., which had agreed to-develop the invention: for

the market. The obJectlonable condition related .to the requirement that im-
provements to the invention which would be made during the exclusive’ license
period by the licensee at its own ‘expense must be effectively dedicated to the
_public at the end of the exeluswe license period, namelv 16 years from the dafe
‘the patent apphcatmn was filed, This, mventlon was not developed and Was as
signed to the U.8. Governinent in January 1965,

6. On Ociober 2; 1964, an invention entitled’ “Réstoration of BIood to Bio-
chemical Normaley by Treatment with Ion Exchange Resins,” invented by Drs.

Thomas F. Nealon, John H. Gibbon, and Jérome L. Sandler under a PHS grant
to Jeiferson Medical College and by Dr. Robert Kunin, employee of Rohm & Haas
Co.; of Philadelphia, was assigned by the inventors to Jefferson Medical College.
and to Rohm & Haas Co. PHS made an'82(b) determination permitting the-
. assignment to .Jefferson Medical College in order that it may exclusively license
o private corporation 2s an incentive to its investment of funds to make this
.invention commercially available. )
. /The invention was not given high evaluation; except by the grantee, The
‘terms and conditions imposed by the détermination caused a proposed exclusive
. licensee, a commercial drug manufacturer, to-withdraw. Efforts have not'been
) abandoned to obtain an exclusive licensee. 'The terms and conditions of the de-
termination veflected, in part, the apphcatlons of sections 1 (e) th.rough (h)
as well as a provigion that the university must not abandon its ownership Wlth-
ouf, first offering to assign the invention to the U.8. Government.

] There are currently three requests pehding for exclugive licenses an employee

‘invéntions., Since these inventions are assighéd to’ the Government: and the
authority of the Government to issue: exclusive licenses om its inventiong. is
doubtful at the present time no action has been taken.. Additionally, there are
currently pendmg at NIH 35 1equests from granteeg for 82(b) determmatmns. N

Senator Scorr. How does HEW handle patent right questions when
an investigator who has been given an NIH grant, for example, de-
velops ‘it_receiving. financial - Support from other non-Government
organizations, such as the Cancer Soomty, the Heart Fund, the: Lasker _
Foundation; perhaps the. investigator’s own.medical. sohool WOT Ui~
versity ? I know you do have those cases. How do you work that out?

Mr. Quierey: Here again, Senator, the basic requireinent the grantee
must meet is to report on any patentable inventions that he comes up -
with during the course of his research under the. NIII grant, : There-
after the Surgeort General must make a determination. of the factsias .
‘to what is the best and most appropriate, the fairest and most equit-
able way to dispose of these patert rights. It may be that the NIH
contribution was 5-or 10 percent:of the total effort, and that much:of
the money came from the Cancer Society or the medical school or a
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private foundationyin-which case-it would be-unfair: and 111eqult&ble
for the Surgeon General to exercise the Government’s right.

" Senator SCOTT That would indicate, then, that TEW belleves these
other groups, if they helpto finance the cost of an mventlon Would have
the rightto shdre in the patent. =

Mrd QUIgrEY. Very definitely,- Senator Thls 18 0 011 pnhcy now,
but as T indicated, our regulations in this afea are under review.

-Senator.Scorr. Do you have any. mfomnatlon, even roughly, as to
how many NTH' grantees ‘also- Teceive: ﬁna,nclal Suppmt from non-

“Goverhment sources?

Mr. Quigraiy. I do.not know that we have any such ﬁoures If we
have, we would be happy to supply it for the record. -

i In 1y own judgment, T think ab: would be a. subst‘m‘mal number be-
‘cause T' thlnk Sol of 'the Jetter 1'eseamhe' 3 are llkel‘y to attmct sup—

) =,S’from the 3,467 appheatmns Treviewbid by
WO exclusmns were made': -support from the
and. support from Federal agencies. “The
i1l of mvestlgators ‘who have research sup-
1 employmg ingtitution .or, the Federal

“gvwn institution” of the investiga
dats, thérefore, reflect the propo'

Senator SCOTT Now; T understand that NIH in the gmnt apphca-
tion that each investigator. must fill out asks for detail and specific
information——“All other research: support.” The investigator is agked
to'state the'title‘of his resedich-project; the amount, and the amornt
of time he is spending on the pr()]ect NOW th1s is questmn 6—]3

on the grantapplication. -

+ 1 ~yoir-have “besn obi'nsl,nnnor ‘this’ mformatmn from: a,ll the NIH
grantees, eould’ yow not run thlS information through one’ of the
Department’s compters and giveus an answer to that

My, Quictay. Probably we could Oﬁhand I know of no reason
why e couldnot.”

Senator: SdotT. deo not know much a,bout computers, but I am
prepared to assuine they can'do almost anything.:

Mr. Quicrey. I think we will'move forward on that assumptlon
Tf-we prove to:be wrong; we Wlll be back to say it could not be done,
for whatever reason. . ' -

Senator:Scorr. I -think it Would be helpful—to determme the ex:
tent of multlple sponsorshlp of resealch in the medlcal ﬁeld measure




b

the: 51gn1ficance of problems that nmy ezust 111 eqmtab}e d1st1'1bumon
of patent rights. .~ o

I was noting a statement of \Ir. Shelton s-Hﬂ,nd I: Wlll read wlnt_
attracted my eye. On page: 8 -he' discusses the Long' bill and. states
that the so-called fallout inventions which Senator Long s bill would:
propose, in effect, to turn over to the Government may be overlook=
g the question ‘of how can-the Governmerit- get the:best reee&rch
and development done at the least cost to the taxpayer o

Tam reagma from thebottom of page8— -

If the Long bill with 1ts take-all pohey becomes Iaw, i:he Government Would'
be powerless to contraet with private industry for reseéarch or development

except on the basis that the Government would take title to all inventions .and: -

paLeuts arising from the.contract. The company with little or no ezperience
in: the field of the contract might w ‘ell. be willing to agree to such a requirement,
since it would have no established commercial position: to proteét and the
contract would be entered into at no risk fo itself. However, the " compaiy:
which has invested substantial funds of .ifs:own in-research:and development
and has .a well-established commercial- position would have much to rigk if
if were to take a Government contract under the rigid requirements of the
Long hill. . Such a company would be Improvmg upon technology already created
at private expense and’ yet would have to give the Government title not only:
to inventions originated -in carrying on its:work-under the contract, but also
to inventions which, although previously created at private expense, were ﬁlt:ﬁ
actually reduceci to practice in.the pelformance of the contract UL

Now, Whatareyourwews onthatd -, . e e

Mr. QuicLzy. Well, Senator, I am. not so sure:. und'erste,nd the -
Long bill in that fashion. Assummcr this is the cofrect interpreta-
tion of it—from your point of yiew, “from the point.of view of our;
Department this, as I indicated:in: my, general statement to the: chair-.
man-—we deal largely with: nonprofit organizations, -We-are.dealing -
with -foundations, with universities, . with ‘medical schools—and we-
conduet very little of our research: “under contract with private in-;
dustry. In other words, our research largely is research—it, isinoti
research and development in the way that the Department o:E Defense g
and the space ageney isinvolved, ... ' .

Senator Soom In other words, it might: be. more- proper to dlreet'
this sort. of questlon at someone ‘from the Defense Dep&rtment for
exa,mple. : E

 Mr, Q,UIGLEY. We fmnkly do not et deeply mvolved witht the type

' of question posed here.: . Clearly my- own reaction isithat an industry:
to.whom the Government would turn: for support and: assistance in:
developing a -particular process—fairness and:equity would dictate .

. that as part.of the price that- mdusiry is poing to pay s not to s&cmﬁce .
any patentrightsit might have.: :

Senator Scorr. In other Words it prwate mdustry has: researehed
and developed.a useful product and has never applied it, it is standing
there at the starting line, and the first time used is in the Government.-
contract—7from then on under the Long bill the Government might be’
able to declare that it was entitled-to the fruits of this previous Tabor:
by establishing it had never been-used, never been: marketed, never had
a record.of produotwn. That is What COTCETIS T0e ftbout that speclﬁo
aspeotoflt . : RS ST e e
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~Mr Quigiey. And I think rightly so.: It does not, strlke me as the
“fair thing to do. As I say, it does not pmrtmularly mvolve our De—_-‘
- partment and its mode of operating.-

- Senator Scorr. Youwand I have been eno‘wed n many pemlous op—,
erations over the: years, and- I want to thauk Jou very much Mr..
. Secretm-y

‘Mr.. QUIGLDY T]nnk you, Sen‘xtor \Ve wﬂl supply for the recordl
the information you have requested.. I for some reason or-other we,
cannot run the 18,000-some-grant applications through the computer
and come up with that answer, we wil} report that fact to you.

Senator SGOTT All r1ght ThanL you.. hld thank you, Mr. Chmn-
man.
Senator MCCLELL AT All T wht Thfmk Vou very kmdlv Our "nexti
witness is' Mr. Morton. . \f[r \i[orton, you' may 1dent1fy yourself
_ pleftse, sit. ;o _

< Your stfhtem;ent Wlll be prmted in the record and you Imy h1orh]1trht
11; if you WlSh - You rep1 esent the Amemcm Patent Law Assocntlon '3:

STATEMENT OF W, BROWI\T MORTON JR PRESIDENT AMEPICAN
PATENT LAW ASSIOCIATION '

Mr MORTON Yes, Mr. Cln1r11n11, T am president of the Amerlmn
Patent Law Association at the present tlme o ok
+Senator MoCreLraw.: Verygood. f R
~Mer, Morrox: T have over the years devoted some attentlon for this.
subject I have reviewed the statement. It correctly expresses the
10110' considered policy of the association: - b o
“Tam pleased’to see that it meets-the chairman’s suggestmn of speclfic?
suggestlons for amendment to the bill. It has specific suggestions em~
bodied: init, Mr. Chalrm‘m, for: language changes in S 1809 a,heady'
in-the statement. . . “

= Sehator MCCLELLAN Verv Well i : o

Mr. Morrox. I think to h1gh11ght ouy p051t1011 I Wlll refer to: W]ntf-
the statement says on page 8in. thenext to the last paragraph.

¥t seems to us that a'great deal of the discussion of this sub}ect haS'
turned on whether the Government gets what it pays for. It obviously:
is entitled to get what it pays for. Tt seems to us the Government, by
the policy persomﬁed by the Liong bill, and various Long: amendments*
to specific instances of Government resea,rch lecrlslatlon, s ingisting’
on ‘getting more than what it pays for. - Perhaps that is’ Wha,t Senator
Sectt hasin mind with the reference to fallout inventions.: - '

Let me give you an emmple, if I may, thai; has occmred to me, of'
Wh"tt Thave inmind: :

et us suppose thmt the Govemment Wants a radm set specnl]v‘
desﬂgned to function well under the damp conditions of the jungles of
Vietnam: -It applies to & contractdr:to jungleize a radio. ~The'con::
tractor putshis best ien o it.  ‘Under the criteria laid down ordinazily:
in these Long bills; for:lack of a more gexeric term, the contracter; if
the invention is made: during the course of the work' done on: the con--
tract—Dhas to turn over title to the Government,. :

Senator McCrrrLan. Now, the fallout, so to speak.
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Mr. Morrox. Thiat:is right.: What-I:call:a Wmdfall It seems-to;
‘me that the Governnient is: ingisting .on ‘acquiring title to, windfallsy

with the necessary effect.of requiringa contractor, 1f he is prudent, not:
to put the most fertile minds on the smiall contracts. - The Governthent: -
1s asking to get a hundred: thousand dollar talent for a $30,000 price—
because the criteria have been so stated 'that inventions rhade during
the:course of work, though they may bewell ontside the 1ntent or pm-
pose of:the contra,ot would gotothe Government. - - '

To follow my 'Lna,logy ﬁuouorh, let-us suppose that the 'Western-
Electri¢ Co.:or Bell Labs had happened to put.on jungleizing a radio
the inventor of the-transistor when he happened: to make that inven-
tion. It is ridiculous to me to suggest that the Governiment ig entitled
to the entire right, title; and interest'in the transistor because.they
were paying fora, rehtwely miner, bit of research and development.

Now, it seems.to us, therefore, as set-out in our statement, that if the:
Government contractsto have:an invention made or to’ have research:
done In a defined field, that it is: certainly entitled:to own that: mven—t :
tion.. But'to say-that. i1 entitled to more: does not seem correct::

A further difficulty we have is that the Government’ insists thth ‘
in acquiring title to an invention it-should, Mx. Chmrman aoqmre tltle
to'the nght to protect that invention by: patent £t

Now, our association has never had explained to s a reason: Why the:
Government, requires the right: to' exclude: others-from practicing in-
ventions under the provisions:of: title 35. It is an entncely dlﬁ'erent
thmg from the.Government acquiring title to an invention.

If T may say So, there.is no reason for inventive property, orea,twe
property, to be immune from.the’ ordlnary Tequirements of eminent;
domain-any more than there-ig-for. a man’s farmstead. : But the-Gov-
ernment takes a farmstead to nse-as an artillery range, and not to oo

Jinto the farming business. If the Government has reason to acquire
title to an mvenhon it is: because there 1s somie government'tl purpo&e,
not commercial purpose.: :

Senator McCrerran. But 1f the Government tmkes it in fee and
malkes a target range out of it; it has'to pey farm’ pmoes to getit, end
it should O'et everything, shouldn’t B R

- Mr. Mortox: “Yesysirgitacquires it, butd beheve the pollov h'LS been:
for many years that when the G—ovemment 1o longer requires it for:
an’ artillery range, the Gov ernment does not oo 111 the farnung busi-.
ness—lt sells it baek i e : . '

“Benator MoCrurrin. Puts 1t back on the mm"ket

\/Ir MORTON “We have here’ the difference betw een, the G‘rovernmentj ,
acquiring title to the cancer cure in order to give it away to the people
who have cancer—mno one: call compl‘un qbout that. -.Bat, for the.Gov-:
ernment to acquire & man’s-invention beeduse it needs it for this pur-
pose and then.sets his competitor up under an enchtslve license does™
not mmke mucly sénse to e, .. - : oF

-So it is our position that if- esclusive. 11ght=; created under txtle;3a,-
Umted States Code; are to-continue to exist i an invention; they
should exist initially in the inventor and in his assignees, ThlS Is in
no way | fo derog‘tte froii the right of ‘the’ Government to.acquire.an,
mventlon, as 1t magy: acqmre rmv other propel ty, and to use: thqt for Y
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‘governmental purpose. :But:wesee s fundamental!distinetion’which
we' feel has- been. overlooked by many people inthis-field ‘between
acquiring -an inwentionand-acquiring and exermsmo the excluswe
rights in.a patént on an-invention.:: - 5

ow, generally speaking, Government, research 18 not 'Lnd Should not
he intended to produce inventions. having commercial apphca,tlon “it.
is intended to produce inventions, largely mventions whichswould not
be made except for Government. mterventmn—-th‘tt 1s, they ale thresh-_
“old inventions,erito uses term—-= -

- Senator MCCLDLLAV “Well, that would Ve trte as in the Defense:
Depmrtment possﬂol} Bu‘“ that W()'llld riot: be true in the medmal
field, :would it : .. 7. :

" Mr. Morrox. If T mfty say, I thmk it Would gir. = Jt seems to me’
that in the field, for example, of improved bandades, we can relax and
let the. commercla1 enterprises-take -care of that.- -In the field of a
caxicer -cure,:where breakthrough, 1nve11t10ns are necessmry, no doubt
Government funds aejusily expended. - IR :

-Senator McCLELEAN.- We have % rollcall Vote Do you have more:
that you wish:totell us?

-~ Mr. Morrox. Only this.” VVe feel tha,t the compulsory hcense ag-
l)ects of the revisions we have su«rgesbed in:S. 1809 could Well ‘he
analogized tothe mﬂltary draft:~

Tt-is noticeable, T am sure; to the: Senate a5 Well as to the rest of u&,,
that the existénce of the draft tremendously promotes volunteering.
We think that.the existence! of the compulsory:license ‘prvoisions,
even:though:they seem a little tigid: in:their application; will largély
eliminate the necessity of proceedm gs under them;that there will be:

" a free exploitation-of inventions made by virtue :of the: adoption.of
these  provisions: w1thout the necess1ty of :going -'throurrh all thatr
litigatiom. - IR . : :
. Senator MGOLDLLAN". Tlnnk you verymuch P
(The prepared sta,tement of Mr I\Iorton follows )

STATE\IEN-_T_ . BEHALF OE‘ THL‘ AMERIGAV PATEM LA. ASSOCIATION

'I‘he pogition of the Amerlcan Patent Law ‘Association: with 1espect to (overn-
mient patent poliey is set forth in the followmg Tesolution: adﬁpted by the hodrd
of managers of the.assogclation in the spring of 1964:. ...,

““Whereas it i the pomtxon of the American Patent Law Assocmtlon that p1 og- ‘
reds of the useful aris is-best promoted when inventors are made secure ‘in
the exclusive right to their * * # discoveries,’ because the ‘protection ‘of such
exclusive rights affords a’ vital incentive. to. prlvate enterprise to assume the
economic risks involved in -developing new products, in, introducing them to: the
public, and.in promotlng their use; and o

“wYWhiéreas it'is the” convietion of the American Patent Law Associstion that
Government authorlty cannot and sheuld not undeitake the introduction and ex-
ploitation of new products in: the .public: marketplace in competition with pr1-,
vate enterprise; ... -

" “{¥hereas the Amemcan Patent Law Assoelatmn is duly appreaatwe of the poq-
jtive steps taken during 1963 to solve the complex problenis leading to a ubiform
Government patent policy as embodied in the President’s statement of Govern-
ment patent policy (of October 10, 1963), the-McClellan bill, 8; 1280, the Balton-
gtall bill, §. 1623, the Toll bill, HR 4482, and the Daddarw bill, I-IR 471, and
has inade an intensive study of the statement and the sevew.l 1eg1slat1ve pro-
posals : now, the1ef0re bhait
“Resolved, That it is’ the policy of this ‘asgociaticn that where the Governs-
inent of the United States seeks to avail itself of the skill; resourcefulness, and
‘ereative ability of private enterprise, and enters into 'research and develop-
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ment eontracts:te:that. end,.it .should -not normalty; require; of the contractors -

any rights in inventions resulting from the coniracts which:are greater than
the grant to the Government of :a nonexclusive, noncancetlable and royalty-free
license to. employ such inventions (and nc others) scolely for governmental pur-
poses. - The Government -should acquire title:only - when, after full hearing, it
is determined that,in a:gpecific. case, compelling needs of national defense .or

public safety will be-better: served . by. dedication.ef all rights in the patented -

invention to.the:pecple-of . the; United States than by . leaving with .the con-
tractor the exeluswe right to beneﬁt fxom p10m0t1ng the mventmn in. all non-
‘governmenal fields ;o

“That, exgept where the Governmen:t takes title to a patent ne: furt,ler 1mpa11-
ment:of . the patentee’s exclusive.right, other than the licensing for.governmental
use,’ should -be imposed save only.upon the institution.of a proceeding: by, an

interested private developer, who shows by convineing evidence that the patentee, ..

without:justifiable excuse, hag failed to exploit the invention in nongovernmental

fields within:a :xeasonable. period following the issuance of the.patent; and has o

refuged a'license to complainant upon:reasonable terms, and.who likewise shows

that the: complainant himself is-able to-and will so.expleoit the invention if &,

license. is: granted. : The-tribunal ‘having. jurisdiction. of such proceeding may,
after full hearing, order the patentee to grant.a. nontransterable- hcense 1:0 the
complamant upon such terms asz it determlnes to be fair and just; .
“¥That the. enactment of legislation. to implement the views expressed herem 15
of mgjer importance to stimulate research and development for national defense;
to clarify governmental: policy;:andato, insure:that such.policy .will impose no

greater limitation on the exclusive rights of creative enterprise.than is indis- -

‘pensable to: the attamment of a pmper and essentml Goveqnment purpose and
-be it further - - e ) -
“Resolved, That 1): the several legqslatlve plOpOSalS mtroduced oy the SSth

Gongress-and . (2)::the ‘Predident’s- statement. of - Government. patent; policy (of .

October 10; 1963) iare commendable ;: but,; to;the extent that they.tall: short of-

the poliey of this association, they: do not receive our.endorsement.”. .

Of the bills now pending before the Senate, S:. 1809 most closely adheres to that

policy and is therefor endorsed by:the:APLA as the basis for a sound and equi-

-table law governing the patent policy of the various Federal agencies.: :However, - )

‘to:the-extent that: 8. 1809 differs from the: stated position .of the APILA it is nec-
essary. to withhold-theinngualified endorsement of the association:  The APLA

takes: this: opportunity: ko wake: positive : recommendations for. modlﬁca’mons in-

certain provisions of 8. 1809 wluch zf adopted Would result in:
unquahﬁed approval:.canbégiven.

«The most itaportant ¢hange: fsuggested 1s d1rected 1:0 sectlon 8(1)) of 8 1809
~Whlch i contrary. to the: ARPTA position-that “the Government should acquire
title onty 'when——compelling needs. of nationsl: defense (or public-safety: will be

b111 to which

better sérved:b¥ dedicating:all rights in'the patented.invenfion to:the pecple of =

the United States.”?- Alllof the ceriteria’set forth-in section 4 ¢4) of 8.1809 are di-
rected to:conditions:mnder:/which it is: considered. inequitable;ito:leave. patent

rights with:the ¢ontractor:Under-what eircuinstances thenscan. the Government, |

after taking title, justify the-grant:of exclusive or: even nonexelusive licenses to
the same ori other: seginents.of private industry.?- Such: licensing by the Govern-
ment iy @ direct-repudiation of the reasohs for taking title fo inventions.

It is-submitted that to be comsistent section.8(b) must:-set forth that: “mveﬁ- ‘

thIlS to which any agency:-has takenstitle shall hé:dedicated to the mtlzens of the
‘United States and may be used byithem without ac:qun-m gt 11cense and W1thout
paying a royalty.” e
“APLAapproves i prineiple ‘section 3:(H) (5, 'but beheves that the burden of
obfaining a compulsory license should- be. placed on:ithe- prospective licensce,
This would be:-mord clearly ‘defined-if -gection 3 (b) (5)! weére written: ag follows:
- #{B) Provide;in the case:of issuance;te the contractor-of.a:patent .for-the
invention, appropriate means whereby the agency head, upou:institution of
a proceeding by an interested:complainant, may requiré the contractor to
© - grant to such: complainant a-nonexelusive, nontransferable license on reason-
- :able terms; after: affording rthe opportunity:of a heanua to the contractm
prov1ded such complainant-shows that— - :

: BT Tt (A The contraector) without ;|ust1ﬁable excuse has falled to evplmt o

i Lhe invention did: & nongovernmental:.field Wlthm three Yearg’ IOHOWlH“’
the 1°‘-suance of gaid patent ! .
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RO )] “Phiet ontlaetor has refused to 1 ense complamant on reasonable
termg ;and i
s (0) Complamant 1s able to and W111 explon: the 1nvent10n 1f a hcense

i Coiggranted,t s e : [
it The' clause we have: suggested ehmmates the necess1ty for admrnlstlatwe
- 'fiolicing -of all ‘patents. evolvmg’ from the R, & D.-funds ‘of ¢ach agency which

would be time conjumihg and:expensive.. However; it:does insure that a com-

petent:individual o firm'’ canobtain'g license if the ontraetor fﬂllS 'to e}xplmt

conimercially inventions covered by such patentsi : e

As a practical matfer, the inclusion of the statement requlred by sectlon
B{1) (7)) wilt put'private parties on notice #s to the' availability of a:license if
the patent owher -does not ‘exploit the dnventionyithus putting pressure on’-the
‘patent: owner to exp101t the 1nventlon to pleven't the'lssuance of a compulsory
Jicensd. :
" Seetion 4(3.) is also approved dn principle; - but the partleular wordlng coLL-
tains ambiguities ‘which: should ‘be' cleared up before the b111 1‘5 enacted It is
‘suggested that the following language hesused ;:

“Section 4(a). The agency head may: requlre, at the tlme of enterlng the con-
tract, that he be given the right to 'acqnire, on behalf:of the United:States, .an in-
terest greater than the nonexeluswe 11cense spemﬁed 111 sectmn 3{b) (2) 1n Ain-
ventlons f—

SUotoeH(]y-The purpoqe of the eontraet is: to produce one-or more: end 1tems, the

- -iuse of which ig or will 'be required by law or:governmental regulation in

. tartheratice of the pubhc health or safety, and the mventlon covers such an

“end item; o : :

2y The purpose of the contract is for the contlactor to operate 4 Gov-
_ernment-owned research or productlon facility, and the invention 1s espe—
" cially adapted forusein that facilify'or in a related facility ;or v - -

"“(3)  The purpose:of the cobtract is research; devempmental or expenu
“mental activity in a field ofiscience or technology in whichi'the Government
_is the sole developer or hag provided substantially all thefunds forresearch,
i developmental, or experiiéntal. activity. m such: ﬁeld and the 111vent10:1 is

espemally adapted for use in suth fAeld:; or: - SN
© {4y -“The purpose of the’ contraci is research, developmental or experi-
~ mental ‘aectivity in a field «of gciencé .or technology: that. is new, without any

I gignificant commercialior private-history, and probably wounld not have:been
- slevelopedsin - the foreseeablefuture vnthout Government ﬁnancmg, and: the

~oinventiondis useful onlyin suth field: & G f

“{b) Whenever the provisions of section: 4(. —aindleate that the agencv

' héad may acquire: an: interest! greater :than the: nonexciusive license spedified
1in gection 3{b):{2), he ghall acquire such greater-interest mnless he:deter-
iimines;: afterexamination of’ the' facts:of the patticular: case, that ‘gpeeinl

c1rcnmstanees ‘indicate-that the contractor should zetain- ¥ights in the-inven-

T -tiom: greater than the nonexélusive-license specified!in seéction: 4 (e), includ-

sing: mghts i foreign patents; subject to the:interestireserved to.the United

Statee in-section 3 (b)-(2); and that the public interest.wounld not snffer aa a4
- result of‘thé-contractor ;retaining: stich greater nghts Pl

“There ire several.-miinor -differences . in rwording- in-the- for egomg and two
ehanves of ‘some. Importanee +In section 4(a) (1) the réference to “commercial
use b‘y the public” has'been, deleted since it is believed that that term-is sobroad
and: comprehensive that it cdiuld be construedito cover:substantially all inven-
‘Hiong; ‘a result obvicusly not intended by: the Presidential memorandum i Whlch
the Ianguage first appeared.

" Iniaddition the phrase-in: sectmn 4(a) (3) referrlng to the aeqnleltlon of e\-
clnelve Tightslias been: delefed as superfluous. .. -

- A new paragraph 4 (b) Has been added- more elearlv to dehneate the procednre
under the unnmxbered paragraph appeanug in sectmn (4) of RR 1809 meedlatelv
‘after Daragraph ( a) (4y:

Section (4} (b) is approtved w1th0ut ehanﬂ'e :

;Section: (4¥(¢) iz not endorsed by APLA. In v1ew o:E the nrecedmg Ianguage
in sectiong 3-and 4, it is ‘believed:that all-the- parameters involving:patent rights
are an clearly delineated that section (4)(e) dAs:superfluous. - It can have two
had effects : first: to provide ah'easy way to avold-making -a determination under
section (4) (a} and (4) (b)y second; to increase:the ultimate burden oh the Gov-
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-effrhentrofshiaving to: mak’e arplarality-of:decisions which cowld and should. have
'fbeen made as a-gingledetermination.at the mceptlon of t;he contraet ERY .
i Bection 5 is: endorsed by APT.AL:
Section 6 is endorged. in: prmmple, except -that 1t Would be preferred that'
']lldl(‘lal review ‘be-before the:Pistriet; Qourt for:the District-of Golumbiz.or the
Court of Customs and:Patent: Appeals.. Traditionally, patent matters have. g
‘before either of the above tribunais. .It:issrealized . that the particular review
‘required is directed to the matter: of title and not to.patentable merit.and that -
“the procedure in appeals from. the Patent Office is an:exception to-the general
rules:for appeal from administrative decisions: . However, the question. of owner-
ship of an invention posed by the provisions;iof;s. 1809 is. closely. ‘analogous o

the question of originality often arising in.interference proceedings in the Patent .

‘Office ‘and ‘it could cause confusion if different. courts had. jurisdiction-over hLe
questmng arising in an application involved.in hoth situations: .

sSection 7 is also endorsed with .a minor.exception.: It is besheved that the
-wordsr.“if he concludes that-such:an invention may contain patentable subject
matter” are redundant in view of the definition of invention in section 2 and may,
if left in, give rise to an implication that the.agency may acquire exclusive
rights: in unpatentable subject matter,. -Since the entire purpose of.the hill is
directed toward a Government- patent -policy, any implication: relating to un-
patentable matter should be avoided. -Such: material would come within. the
purvww of the -“data” clanses of Government- contracts. :

The first sentence of zection -8(a):ig superfluous since: no laW 01 Patent Oﬁice
rule ‘exists to prevent the filing of a patent application by the agency heads.pro-
viding it is done in the name of the inventor. In additiom, this sentence contains
‘the same latent ambiguity shown in geetion -7 avith respect to-inventions: -

‘The. second sentence of seetion 8¢a). is:believed to raise an. unueeessary con-
stitutional problem in requiring patents to be issued to the agency head.per se
instead of.to the-inventor or his assignee. - The:sentence is alse superfluons sinee
assignments from- inventors -or- megne assignments. from -the: contractor may,
where appropriate, be compelled by.the ageney: head. .. The. -agency-head: i
further protected -by 35 U.8.C. 118... If: either- of :these e‘n%tlng procedures is
followed, the record made in the: Patent Office will result in. a patent that on its
‘face will -disclose both the inventor: and:the:fact that the Government hag title.

‘With, respect-to the broad . controversy hetween proponents of the:!'title! theory
-and those of the “license’ theory, APLA believes that the statement of polcy.set
forth in the beginning of this pregentationis:as.clear and concise a: representatlon
of-its-position as can.be made: = Thig:subcommittee has-heard. many articulate.
wvitnesses on both sides over:the:past 4 years. Included amoeng: those witnesses
was W Brown Morton, Jr., now: president of the APLA:.. Itis hoped.that further
argument will prove unnecessary-and.that the positive. suggestions get forth here
ywill: be of - value to the gubeommittee in 1ep01t1ng a b111 acceptahle to APLA that
-Wﬂl also commend 1tself to the Condress fess e T pitie

A\IERICAN PateNT LAW 3 ‘
. Wmahe_ gtcm D 0. July 8 1965

Senator Joux L. McCrerraxw, 0
U.8, Senate, eretan
New Sendte Oﬁ‘ice Bmzd'mg,
JWashington, D.C.r. o : : ST Ly

DrAR SENATOR MCGLELLAN I c5h0uld hke to express my thanks persanally and
on behalf of the association for the oppor{unity afforded me of testifying in sup-
port of the association point of view concermng 8. 1809. . The thoughtful and
iriformed attention given the witnesses appeannv before your subcommittee does
mtuch to renew my sometlmes Wavermg falth in the sounduess of Our leglslatwe_
process.

While I had completed at 1ea==t a statement of the esqentxal pomtq I w1shed to .
stress in support of the association position, smce my elaboration of a point with
respect to the perhaps overstressed “eancer cure’ hvpothetlcal situation was cut
a little short by a rollcall I am: takmg this opportunity to carry the matter a
little fLu'the1 -
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" Fou iwill- recall tha‘t i my oral: testlmony I: stressed “the: 1mportanee -of ; d1stm—
o-mshmg at all:times ‘bBetween  the:situations’ intwhich:the Government: could
plainly justify taking title to an mventlon, incinding. taking title fo any patent
‘rights:coveiriiig, "or potentially sdevering, the invention and the actual ownership
‘and‘exercise by the:Government’of right'to exclude:others stemming from those
patelits. I had pointed ‘out that. icertdinly it cotild ot be contended that an in-
'Ventmn or‘any rights theteto were immnte from-the operation of eminent domain,
any imore than a man’s farm:is, but T’ stressed that it:was an essential-of our
~political and social system that the'exercige of eniinent domain be for fruly
govemmental purposes a1 not simply: a stmng arm method of setfsmg the Gov-
meent up in a‘commercial entérprise. .-
“Qertainly if fhe National-Institutes of I-Iealth for example, were to conhaet
for vedearch intended: t6 produce.n eancer cure, it might logically require the
dedication of the invertion of ‘such’dreure, if made during that Tesearch;, to the
“fiee use of the public,’ Let us suppose-that the state of the art, ag it may, leads
gne to surmise that -cdncer is:the: Pesultiof :some :virus action. Let us suppose
further that one or two'of our dlug comipanies have, with respect of virus.regu-
lating drugs in 6ther: thian® cancet-producing ‘areas, a substantial background of
‘past experience and patents Geltamly it-wounld be good gense for NIH to- &.per'd
it research dollars, in part at:least, in support of eancer-virus investigations, in
‘these ‘well: staffed and well-prépared: virus/laboratories.  Does: it ‘follow ‘that &ll
inventions may flow from that res¢arch:in the areas of non-cahcer-causingivirng
‘eotifrel; which ' are’ incidentally ‘miade,  should ‘also be dedicated to ‘the public
becaisé the 1ab01mto11es had 1ecelved nques:tlonecl ass;stanee fmm \IH‘E I
_-thmk ‘cledrly ‘not. B
Now toeome 1reet1ysto the 'pom let us suppose. that because of \IH pohev
ingigtinguponsueh rights beyond the' cancer program, these drig-companies
‘vefused the NTH: money bt nevertheless, in-the course of their nermal woilk,
a ‘“windfall” ihventioniis made, with all private funds, of a caheel cure.
If the expendlture o NIH funds for the:discovery ‘and public’ dedication of
. caricer ‘cure was jistified as @ proper governmecntal ‘activity, :|does it not neces-.
“sarily Lollow that tlie:Government: would be justified in taking over-the privately
invented cancer.cure under the powel ‘of eininent domain, paying, of course,
Just cormpensatmn therefor?  Wonuld': ‘anyone assert that” althorugh the cancer
‘cure might properly be taken from private hands, that the Gomern.ment had - any
Justification for taking ordinary dinventions: made mmultaneomsly in the pnvate-
pr ogram which regulted ‘in the cancericure? I
“i-We'come: back; therefore, 1¢ the situation that; ‘as -the assoaatmn hag 1epeat—
“odly ‘said;- ‘the’ patent system. is premlsed upon:the propas-xtmn that it-affords
“the Hest niesans of promoting the progress of the useful drigin aprivate ecéomy,
'-Just as does the private owner‘shlp of farmé best:promote agriculture in such:an
economy. - Arguments which truly relate to the propriety of Governmént: aeqm-
sition of private property by eminent domain do not bélong in, and -should not
confuse the development of, a sound policy and we believe a private patent policy. -
for procuring the exploitation of inventiong arising in Government research
in the commercial area.
I have’ taLen ‘the 11berty of sendmg A copv of this letter dlrectly to Senator
Heott in view of the inferést he exhibited at the hearmg .
Respeetfully,

W. BROW\T MORTON .Tr Preszdent
Senfl,tor MOOLDLLAN The com_mlttee W111 recess u11t11 9 30 in the
morning. ; o

_ we hwe scheduled before noow. BN
 We. can get.tlirough 30 or 40 minutes before noon, that much the better,

. (Whereupon, a3 120 pmx the subcommittes - was rece%ed tore-

. convene at9 30 2.m. W.Vednesday, J uly’?’ 1969 )
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. . WEDNESDAY, JULY 7, 1065

SUBGOMMI’I.TEE ON' PATENT SR
TRADE\{ARKS, AND-COPYRIGHTS *0F THE! .
GOMMITTEE ON'THE ‘JuUDIoTARY; o

’ Washmgtcm, DG
a_t 9:30 a:m, in room
L McGella,n (cha,lr-_

The subcommlttee met, pursuant to.recess,
3302, New Senate Office Building, Senator J oh
man of the subcommittee) presiding.

Present : Senators MGCF Jlan (premdmcr) ‘and Burdlck o

Also present: Thomas C. Brennan, chief’ coiinsel, Edd N, Wllllams,
Jr., assistant counsel, and Stephen G. Hagser, chief clerk, Subcommit-
, tee or Patents, Trademarks, and “ Copyrights;- Horace L Flurr'y,
represent:mg Senator Hart. - ‘

Senator MCCLELLAN (presmhng) . The
order. :

Whois our ﬁrst witness for today? g ' '

“MrUBrexyan. Drl Cliarles Prlce, pres1dent of th Amerlcan Chem1—
ca,l Society. _

Senator MeCrennak, Come around please, Doctor

Will you'identify 3 vourself for the record ¢ : ' B P

1I 2notlca you. have an wssocmte w1th you Wlll you 1dent1fy hlm__
a st : S '

_subeomrmttee W111 come to_

STATEMENT OF DR GI-IARLES G ]?RIGE PRESIDENT AMERICAN
CHL‘MICAL SOCIETY ; AGCOMPANIED BY B R. STANERSON EX- _
- ECUTIVE SEGRETARY AMERIGAI\T GHEMICAL SOCIETY o

" Dr. Prics. T am Charles Price. T am chalrma.n of the department_ .
of chemistry at the University of Pennsylvania. T am appearing here
today in 1oy capacity as president.of the American Chemical Society.

With me here is T, B. R. Stanerson, who is the executwe secretary ‘
of the American Chemical Society.

Senator McCreiran. Very well, 0entlemen You are Welcome “We
are glad to hfwe your adVlC{-) and views regardmg the. pendmg
legislation. -

Dr. Pricg. We are very pleased to be able to be with you. ' '

We have submitted to you a xwrltten sta,tement Wh1ch I Would llke
to summarize and comment on. -

Senator McCrrrran, All right, It n_my, b_e_ p_I'_l__n_t_ed in t_he record_m
full and youmay, summarlze 1t S O
: A4y
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" Dr. Price. I would like to start by mentioning that our soclety was
founded in 1876, and it is the largest membership organization devoted
to a single science in the entire world. Tt now operates on an annual
budget of $17 million. It was incorporated in 1937 by an act of Con-
gress of the United States under Pubhc Law 308 and 51gned into law by
President Roosevelt e

Qur interest in presentmo views on the Sub]ect before the commit-
tee today might be made clear by quoting the purposes of the society
from our charter. These are,. “that, the objects of the incorportion

" shall be to encourage in the broadest and most liberal manner the ad-

vancement, of chemistry-in:allits branches; the promotion of research

" in chemical science and:industrys;.the imp_rovement of the qualifica-
- tions and usefulnéss ofi;chemiists- through- high. standards of profes-

sional ethios,-edfcation,. and. attamments the increase and diffusion
of cheinical: know]édwe and by its meetmos, professional contacts, re-
ports, papers, dlscusswns, and, publications, to promote scientific:in-
terests: and:inquiry, thereby fostering public welfare and education,

~aiding the development of our countly 5. mdusfnes and ‘1ddmg to the

material prosperity and. happiness.6f our people

- Ehisis.a quotatio om,the yof s

L personal]y SupPp 1igmissio: of the Almer Ics,n' Chemlc‘tl %0c1etv
to help chemastry ; sery he Amerlcan people and 1mprove the gener ‘11
welfare.

-1.am-sure-that the general objectives. of ever'yone pfu t1c1p‘mt1ng n
these hearings are undoubtedly similar, whether they are speqkmo for
themselves or representing large orcra,mzatmns

" Lthink all of us.want, the; Umte& States to. utlhze lts dlscovenes or
the greatest benefit of its people.

But there are obviously honest differences of. opmmn ag: o, the best

" way to accomplish this general objective. : And. we in the society have

reviewed the proposed legislation which is before the subcommittee,
and we would like to comment a little later spemﬁcally about S. 18091

. sponsored by Senator McClellan; S. 1899, mtroduced by Sena,tor

Long ;:and~S. 789, introduced: by: Sgnator Saltonstall -
= YWe: mlght say to bemn that, we. ﬁnd the ﬁrst two of th
er'llly neceptable, but a

I_., Would like to ]u

wl ttain mlsunderstandmas about the rnain pur-
pose and significance of a patent. I would like to just interject that
patents are. of great-interest to chemists. “There a¥e more chiemical
patents every .year than there are any - other, single branch—T think
some 22 percent of the p‘ltents are 1S‘sued for chernical processes'ox

products.
ates the purpose of the patents S“.T"-‘-i‘em 1§ to

_, -Ag the COIlel 1t10

“promote the progress of ‘science and’ the useful arts.”” This is ‘ac-
complished by, enconraging the creation of useful innovations, by pro:
viding an erivironment of ]1m1ted protectlon to the first to. create new

ideas, so that the Inventor is encouraged to develop the b‘ue idea to a
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useful product: and tor disclose; 1t to: the pubho, a,nd to have 1t mariu-
factured and sold. - ,
-A. patentable. teehm, al: evelopment 1s, by deﬁmtlon, one. Whl
cremtlve, new; and ugeful., ¢ b
Inventlons actually, represent a. small fl aetlon of the tot al results of
résearch and devélopment. . Qf that.$15 hillion which the Government.
helps withi;in-the: area of research and development only A cmqll
fraction actually results in patented inventions.. i
.:Much . of: the. basic., scientific. work which, is produced s not
p‘ttentable, but: is made; available by.publication. in scientific journals,
such.as: the :many publicatiens by the- Ameucan Chemieal , Society:
L mlght Just: indicate; for xample, ithat. in.Chemical - Abstracts,
“hl(}h is:. one:. of: the  majo . publications - of -.the. society;. Whlch
abstracts all- selentlﬁc mblications, both;journals. and. patents, there
are many.more seienti papers published .ever year thal there are
scientific: petents, even in' the;area of: ehemlstry
Before: fansinvention «is 'made,: a. certain;: a.mount of leseareh fmd
development: usunlly: precedes -it:. In. some, -CASES; the_ inventor, per-

formed:hig owis: researeh, jdeveloped his invention, applied for his own

patent ‘And tosome degree this isstill. the, practice. -
- However; research, and development: has ‘gotten .so. costly,ps
larly in: moedern .scientifie. -areas; that. the 1nd1v1dm1 inventor, is not -
able to.carry on thislkind.of:work and.turng for. fGnancial suppert. for
his work-to:such.institutiors, as: universities researeh founda,tlons,
industry, or Gavernment laboratories. :
+Now, the traditional pattern has been. for the po
enter Jinto- an -agreement.on the- asswnment[:oﬁ the patent. issued, .to.
the: lnxventor but financed. bV an employer i Thig s trueeven of a eol—
lege: professor.Jike myselfin.some. instances,. and it is: certamly tlue
of ifventors who work for other institutions.., :,..;: -
- There; conventlonally is mo, difieulty about such | egreements when
all the financial support of. developmg an; 111ve11tgon comes from.one
source~-iny,ene ‘ofi those previously . mentioned, . As might-be ex-
pected,-differences of .opinion do. occur. when research-and. -develop-
ment are shared by more.than, one. source.: . This is the cause of the
gociety’s concern -over -the proposed legislation on Federal patent
olicy and.its impact, on the utlllzatlon of. solentlﬁe dlscovery :Eor the. :
enefit- of the.public.. o
: Now. i order: for the. Umted States to mamtam 1ts pleemlnence;m
sclentlﬁc andstechnological developments;, Congress; in. our opinien, -
properly: has’ approved:large. expendltures for. research . and’ devel-
opment in 'recent years.  This program lias been of such magnitude
that Govérnment: agencies and: their employees. alone. could. nof: do
the -entire-job.- . Tt. Has ‘been necassary to ask; academlc 1nst1tutlons,
reseaich foundatlone, industry,.and newly: created misston-oriented
organizations to: assist. - The, question of who.is entitled to: patent .
rights resultlng from: such, programs. is indeed. complex, so- complex
that. ‘we believe-a flexible. systém. of ‘handling, cases should be:pro- -
vided for in any legislation.... We: feel that: the rigidity called.for by .
8.-1899 would net.result ih the greatest usefu]nese and beneﬁt to the
‘ O'eneral pubhe o i s .

tentml mventor'to o

o
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:To 111ustrete the mneed for flexibility and the néed. to co*i&nder gases .
separately, one need only think of the wide variety: of situations
which can and.do exist. * For instance, if: Federal: money is used to
build a completely new staff which will work ona Government-
sponsored project, the rights. to patentable discoveries - obviously
should probably reside with the' Government::+On: the:other hand, if
siich funds are directed toward a' project Whose:personnel each had
averaged 10 years of ex Ipemenee with the fitm contracted to'do the Job,
- patentable results would! not iécessarily obviously becoms: the prop-

erty ‘of the Governinent since the scientists’ and engineers doing’the
work must have used some ‘of the know-how they had built up through
their experience. ~ Some consideration must beioiven to thei employer '
who has been supporting and developing an efficient staff through the
years béfore taking on the| Government—supported project. In'such
cisges it sesms approprnte ‘for-each Federal agency to negotiate the
best arrangement for all concerned ‘as has:been: the:practice in: the
1ecent past finder- thie: Kennedy patent pelicy ‘of ‘October:1968. -
“‘Thére aré great différerices’In’ financing research leading: to iriven-
- tions.  This might be’ represented at.one extrenie by the almost total
Grovernment support of, say; d large electrical conipany’s missile-and
- space labordtory, and at thé’ other extreme, by ' small-grant to help
a university or foundatlon tesearch ] program. This raises the ques:
tion: of the difference.in the mode of wutilization iof any cousegquent
_dIscovemes Oiily” the  Government  will’ pinrcliase theo results ' of
research ori the better space vehicle for the foreseeable future, - Bui
if iy Tesearch on Polymers; supported in part by Federal funds,pro-
duces 4 better foam' ¥ubber, or a better mnsulating’ plastic, this will
be” bought 1arge]y by ‘private ‘citizens' from: commereial -firms,  and
then ‘only if they are conviriced of its merit over exlstmg products.
But in order to find out whether my better foam: rubber will be
practical and will he accepted by the pubhc may 1eq111re mvestment
of many years and mllhons of dollars. =
T can cite one’ example in-history—the Telon fastener, Whmh took
. many, many years of vigorous effort before the publlc was convmced

that they needed a‘zipper i placé of butions, 7
7 In 1y own personal research during the war, my group developed
-4 new procetlure for the'synthesis of the antlmelarlal drug, chloroquin,
which T think remains today the best and most WIdely used drug for

the treatment of: malarig; " Qur synthems was farmore efficient and
supérior to the Gérman synthesis. And throrigh ' donie’ Government
contract funds, ofie’ company did‘some development work on trying to
develop this procedure for making this drug.” Butniider:the terms of
the prograti, the Governinent owned the patént’and the patent would
" be dedicated ‘to the ‘public. ‘The ultimate: decision by this company
was that they could not afford under these circunistances to risk sev-
‘eri] ‘hillion-dollars to'build:a plint; to prove that this was a better
rocess, if anyone ¢lse could then step in and utilize the process:’ So
_ gor 20°years we have pald miore for chloroquin: because the old 1ne£ﬁ-
clent GGerman process'ig still used forits production.:' =
In the case of my research on polypropylene«oxzde rubber, th1s was
done on university programs where the patent rights could be assigned
. to a company, and In-this case the company d1d invest a grea.t deal of
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money in developing these dlscovemes to:the stage where g new.foam

robber was produced which has displaced almost all of the old foam -
rubber and which is now. also bemg explored. Very: v1gorous]y for such -
purposes as tire rubber:’ " - :

- But these developments take a great dea,l of capltal 1nvestment and
there must be some inicentivefor this investment. - It is, in.our opinion,
one of the important reasons for the constitutional rights granted pat-
entees—to provide this.incentive, to:take the:idea from the laboratory
and.find out whether it can be made in practical economical form, and
a-form acceptable and salable and useful tothe-American people, -
~ - I'think it-is important to emphasize that the recovery of this kind of

mvestment and perhaps.even:a reasorable’ profit .on ity can: only be

raade if the ‘public finds the prodiict useful and is willing to buyit.. =

~Now, I Would like:: to make & feW comments on: the pendmg
lewslatlon : _

Fn*sb I would I1ke to say that 1t seems ev1dent to usg from conmdem- :
tions of the philosophy of the'patents, and the foregoing disclogure-or.
discussion of procedure of: developmcr useful products; that there:are
two major public benefits stemming from patents. . There are private
benefits, of course, to the inventor. . But there are two: ma]or piiblic
‘benefits that stem from the patent law.

One is the stimmulation of the disclosuré of hew seientlﬁc and techni-
cal information, which. is an exceedlngly 1mportant beneﬁt pubhe
benefit; from’ the- ‘patent, law., -

The second major public benefit is prov1d1ng mcentlve :Eor the fre-
quently: massive investment.necessary to.convert an invention, a piece
of paper that is issued. by the patent oﬁlee, 1nt0 % produet :waﬂanle for -
the public to buy and use.’ %

Now, it is the second of these purposes Whlch in our oplnlon Would
be seriously undermined and éontroverted by the basic phllosophy in:
herent in-S. 1899, the Long bill.... In-fact, T might interject it:seems to
me that-the. phﬂosophy of pubhe dedication of patents makes gense
only in a socialistic society where the Government, would manufacture

and: sell the products to the public directly.. Under these circum-

stances, I. could see: Where Govemment ownershlp of p&tents Would_
miake sense. _
_ But.in our free enterpmse soe1ety, it seems to me not to be a: sensﬂ)le _
‘way to make an invention into a useful product. that. people can buy.’
Now, we would like. to comment further. on' section -4 (a) (2) -of -

.S 1809 the MeCleHan bill, where: in: fact’ we believe that the same ‘

undesirable purpose might acerue to the area of public’ health, Welfare,
and safety and therefore urge deletwn of thls pmnmp]e in thls partlc-
ular area.”

I{ incentive for mvestment necessery to make mventlons avalleble
to the public is necessary in other areas—in a, better paint.or a befter
fiber-or-a better rubber-—it Should certainly be available to stimulate
development in such vita] areas as health, “welfare, and safety.

So we believe that there is 1o reason fo emlude this yVery important
aren from the benefit of the incentive provided by the. patent Jaw. .

The society would also like to comment on section 6 of Senator Sal-

“tonstall’s bill, 8. 789. This section states that the contractor’s rights
in an mventlon under section 3 (e) may be voided by the Government

54—400-—65—pt. 95
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if;inter alia, the mventlon Is not or 1s not about to be, placed in, com--
mereml nse. - ;

“"Weagree that *bhere should be a provmlon to make oerteln that inven-
 tions are used, if they are useful to the public. - While provisionis
made for obtainin an extension-of: time, the 8 years allowed isicon-
swlera,bly short of lle interval eommonly re(;[un'eol7 for the development
of ¢hemical processes and:products. :

‘8o, 'as I say, while this géneral prmo1ple seems reasonable, we be-
lieve that significantly more time should be allowed the contractor
to evaluate fully the:commercial potential of an invention and sorme-

thing of the order.of 5 to 7 years would: seem: reesonable 10 usy rather
than the'd years provided in Senator Saltonstall’s bill.. - -

In summaiy, the society vigorousty opposes the basw pr1no1ple of
. 1899 and supports the basic-approach taken by S..789 and S. 1809
on these very impeortant matters of Government patent policy..:

~We CXPLeSS QUI. -appréciation for' the opportumty to present our
views. - If.there is:anything we can do further to assist the eommltfee
in its investigation, we: Would be delwhted to do 80, L
o ‘Thank you very mueh:’ .
“(The fullstatement of Dr Price follows )

STATEMENT BY, THE Ammmm CHEMIOAL Socer

My Ghazrman, d1stmg1ushed ‘members. of the subcommittee, my - hame :is
Charles C. Price. I am the chairman of the department of. chemistry at: the
University of Pennsylvania in: Philadelphia, Pa., and president of the American
"Chemical Soc1ety T ‘appear before you today m ‘the latter capacity. The go-
ciety is an’ organization founded in 1876, Yt -is the largest membership 'orga-
‘nization' ‘dévoted to a mingle science in'the’eniire -world: - Its annugl budget
exceeds $17 million. Ineidentally and importantly, it should be noted that
‘the society was chartered by the Congress of the United States under Public
Law 358, 75th Congress, chapter 762 1st sessmn a.nd s1gnec1 into law by Prem-
dent Roosevelt on August 25, 1937
o Qur intepést in présenting the' Viéws of the' society’ on 1egislat1on to egtab-
hsh & Federal patent policy is based pr1mar11y on our charter pa.ragraph 2 of
which states as follows: ...

“Sro. 2, Thaf the obJects of the iné pomtmn shall be. to enccmrage in the
Jroadest and most liberal manner the advancement of chemistry in all ‘its
branches: the promotion-of tesearch in ‘chiemical scienee and industry ; the im.
provement of the qualifications and usefulness of chemists through high stand-
ards of professional. ethies, education, and attainments; tlie increase -and dif-
fusion of cheniical knowledge: and by its meetings, professmnal conbacts, re-
ports, papers, diseussions, ‘and publications, to promote scientific interests and
inguiry, thereby fostering public welfare and education, aiding the development
of our country’s mdustmes, and addmg to the matenal prospemty and happ1-
ness of. our people . e B Lt

) i . GENERAI. OB.TDCTIVES

The general ob;ectwes of everyone part1c1pat1ng in, these hearmgs are un-
doubtedly similar. whether they are speaking for themselves or representing
le.rge organizations. Everyone wants the United States to utilize its discove
eries for the greatest benefit of its people.’ But, there gre honest differences of
opinion @ 'to the best way to accomplish this general objective.” The society
hag reviewed. the proposed legislation and will have some comments to make
on each bill under congideration ; namely, 8. 1809 by Senator McClellan, 8. 1899
by Senator Long, and & 789 by Benator Saltonstall. We find the first. two of
these generally acceptable, but not tha,t mtroduced by Mr Long R




. THE PURPOSE:. AND:BIGNIFICANCE. OF..A; PATENT,, .

From what has been said at’ thege hes.nngs ‘and elsewhere, it appears that
there are certain m1su.nderstandmgs about the main purpose and slgmﬁca,uce
of a patent. .As the. Oonst1tut1on Bt tes, the purpose or.E the’ patent system -is
o, “promote the progress of science and the ugeful arts.”” Thxs 1e accomphshed
by encouraging the creation of isefyl innovations; by prcm ‘g enviror-
ment of litnited protection to the first To ‘create & new Hde Cthat the in-
ventor ig encouraged to develop the bare 1dea to a ugefu .product and to dis-
‘close it to the publie. .
. A patentable technieal development isy by deﬁmtlon, one which 18! ereatlve,
new, and useful, Sueh, patentable developments, iet's call’ thei’ mvefntmns, rep-
‘Tesent ‘a small fraction of the results of research and development" Thev do,
however, represent 4 creative advance in the vsefal arts.” :

If‘the creative advdnce is useful, it can and should be patented If it IS ‘basgic
SClB]J.tlﬁC theory, it 'is not patentable but should, of course, be made avallable
promptly by pubhcatlon in a sclenitifie journal. :

If you will forgive me for citing personal expemence I should l1ke o pOmt
out that in my own case I have my name on about 225 scientific publications
but only on a Jdozen paténts.’ This illnstrates that most of the resulty of ‘tésearch
and development w]:ule of great value in’ the long run are n()st lmmedmtely
patentable i B

. THE CONVENTIONAL PRELUDE TO A CHEMIGAL PATENT

A patentable 1dee almost mvanably is preeeded by a: certam ameunt Wof re- )
eearch and development In some cases,: especially . in yéarsipast,-the:inventor
performed his own research, developed hig'inventiofi, andapplied:for: his -own
patent, . This is 8till' done to:some degrea. - However, certain types.of research:and
development are now go costly that the individuat is not able to carry on the Kind
of work he would like to':do, and isvcapable of: doing;:which might lead fo in-
ventions.. . S8uch inventors turn to others for financial aid and assistance. Con-
ventlonally, these are geademic institutions, research foundatmns, industry, or
the Goverhment. A tradltmnal pattern’ has ‘been for ‘the potentml mvento!r to
entér into’ an’ agreement ‘on’ ‘the asmgnment of & paJtenrt ‘jssied, to the Trvelitor
but financed by the employer. ‘Thera;’ eonventlonally, ig n lfﬁeulty a’bout ‘such
agreements when all the finaneial support of developing an i ventmn comes from
one sotireé such as thosé previously méntioned. “AS rmght he: peebed fhfferencee
of opinion do o¢cur, when research and velopment are ehared by more than one
source, ‘This is the cause of the soci 'ty | ; 3 {
latmn on Fede-ral patent po ‘cy

’ THE TEED FOR A'\TD IMPLICATIONS Or GOVERNMENT SUPPORTED. RESEARCH AND °
: o DEVELOPM NT

“Fptorder for the: Unitéd States to rmamtam its piréehinience:in ‘scientific nd
technologacal developments, Gongress proper}.y has approved large’ expend.1tu1es
for research and develppment in recent’ years:! This program has been- of such
magnitade that” Government -agencies and thelr employees ‘alone ‘could notido
the entire job. It has been ‘necessary to ask:academic ‘institutions, research
foundations:: 1nduebry and: newly created mission: oriented orgamzatwns ‘to
agsist,- The guestion of who Is entitled to patent righfs: resulting trom suck’ pro-
grams is indeed complex, so eomplex that we Tielieve a flexibile system-of handling
cases should be provided for in any legislation. We feel thatthe rigidity called.
forby 8. 1899 Would not re'sult in the greatest usefulness and T neﬁt to-the gen-
eral public: R .

To illustrate the need for ﬁe:nbﬂlty a.nd the need to coumde aeee eeparately,
oné need only think of the wide variety of ‘sitiiations:which’ can and ‘dy exist,
For instance, if Federal money is used to build'a eompletely new staff’ whleh il
work on. a ‘Government-sponzored project, the righfs td patenthblatdiscoveries )
obviously should probably reside with the Government. On . the other handg; if
such funds are directed toward a rproaeet whose | personuel each had averaged 10
vears of expenence with 'the firm eon'tracted rto do vthe Jofb patentab {resulis.




456 ‘GOVERNMENT PATENT "POLICY

would not necessarily-obviously -hechmé: the propérty-of the Government since-
the scientists and engineers.doing the work nmgt have used some of the know-how
they had built u though their experience. ‘Fome' consmeratwn _mugt be given
to the e«mployer‘ 0 hag been gupporting and developing an efficient staff through
the years before takmg on the Government supported project. 'In such cases it
Seems appropria.te for éach. Federal’ agency to negOItlate the best arrangement
for.all concerned as hag, been the practme in the recent past under bhe Kennedy
patent pohcy of. October 1963, )

There are gredt differences in fmancmg research leading o’ inventions. Thls
might be represented at one-extreme by the almost total Government support, of,
.say, a.large electnc-al company’s mwmle and’ space laboratory, and at the other
extreme by .4 small grant to help a umversmy or foundation research program.
This raises the question of the difference in the mode of utilization of any.conse-
.quent digeoveries. Only the Government will purchase the results of research on
the better space vehlcle for the foresedable fatare. But if. my research ¢n poly-
mers, supported in part by Federal funds, prodices a better fosim rubber or-a
better. ingulating. plastie, thiy will be bought largely by privite clt'lzens from
commmercial firms, .and then only if they are convineed of its meérit over exigting
products.. But in. order to find out whether, my bettér fﬂam rubber will be. praatl-
cal and. will be, accepted by {he public may require investment of. mAny years
and millions of dollars., Somse incentive for this large investment is necessary,
one of the important reasons, the society believes, for.the constitutional rights
granted to patentees, Tt 'is 1mp01~tant to emphasize that & profit is made on the
investment.of research and development futds.only if thepublic finds theproduct
ugeful and: Ibuys it For :example,;- T-have :beentold that -during the past decade
a-major corhpany invested $10: millien-in a.new.product:only:to have a competitor
produce a :superlor one, thereby makmg thzs expendzture vn:tually Worthless

Lo COMMDNTS ON ‘I‘HE PENDING- L‘-'.‘.GI

As is evxden from the foregomg, the Amerlcan Cheml . A
there are.two major public benefits .stemmmg from patents 1) ‘The ‘stimulation
of digclostre of new scientific and technical informstion ; and (2) providing in-
centive for the frequently masgive mvestment necessary to convert an invention
into a product available fo the publie. "

The second of these purposes would be seriously und.ermmed and controverted_
by the basie phﬂosophy inherent.in 8. 1899 (Long hill}. -

Furthermore, we believe that. section 4(a)2 of .5. 1809, (McGlel]an), in fact
would serve the sare uyndesirable purpose for the area of “pubhc health, welfare,
and safety” and therefore urge deletion of this principlé. 'If incentive for in-
vestment necessary to make inventions available to. the public is ;pecessary in
other areas, it should certainly be avaﬂable to stimulate development in such
vital areas a8 health, welfare, and safety.

The society also- would 1ike to comment on gection:6 .of Senator Saltonstall’s
hill, §. 789.- -This seetion states that the contractor’s rights in.an invention under
.sectlon 8(e)y may be voided .by the Government if; inter alia, the invention ig
not;.or ig:-not about to be; placed in commercial use. . While provision is made
for obtaining an extension of time, the 8 years allowed is considerably short of
‘the interval commonly required .for the development . of chemical: processes. and
products.  The general principle evident in this portion of 3.:739 -seems reason-
‘able to the soelety, but it believes that significantly more time should be allowed
the contractor in.which to evaluate fully the commercial potential of an inven-
tion. .. As.a guide, an intervaliof 5 to T years is not unreasonable-in.such situations.

In summary, the society vigerously opposes the bas_uc pr1nc1p1e of S 1899 and
supports the basic.approach taken by 8789 and 8..1809,

We thank you for the opportonity to present our views; and assure you of the
gociety’s: wlhngness tocooperate with the: comm1ttee as- 1t continues to mvestlgat&
the vital topic of-Federal patent poliey, ! L o

Sena,tor McCrerran. Just two qli‘.StIOIlS
:On page 4 of your written statement yon say :-

‘We feel that’ the rigidity called for by S. 1899 Would not result in the greatest
usefulness and ‘benefit to the general publie,

Why? :




- Dri Price:. We believe that: the incentive to- ma,ke use..of - patents
Would provide for the development, espenditure.for plants, invest-
ment:.in- the distribution.of a product :that would.b useful to. the

enera.l public—this . is ax. investment: Whmh requlres an mcentlve
d the Long bill providessome—- .- _

Senator McCrziran, Would you not get mcentlve it every ma,nu—

facturer, every competitor in that particular field could: get. the. use.

of it free? Would that not be mcentwe? They could all £0 out smd
invest:if they wanted.to. - - ... :

~Dr. Price. That would not be an 1ncent1ve to develop the 1nven1:1011

I think the point here is that after you have made an invention there.

is mueh yet'to do. In.the summer :of 1949; at the. ‘University of:

Notre Dame, with one:lad working for. 3. wonths in the laboratory,

- we-made. the, first sample. of polyprophylene oxide rubber,.. It was
10 years and a few. mﬂhon dolla,rs later, before tha,t wag developed
tethepoint—— . 7.

-Senator. MCCLELLA
dlscovered it : ; _

- Dr. Prrcn.. Yes elr We reeelved a pa,tent in my na,m on-t 6
ofthework———--.;s el s R TRE

-rSenator: MGCLDLLAN In Whose nime? e

Dr. Price. In my name, assigned to the Umversﬂsy of Not.re Dame,
on the basis of the work that was done that summer.: ~That -was. the
hasgis of our patent. o : s

Senator McCrLerraw. You got a patent on he-o«mgma:l p oduct Wlth
8 months’ developmient: : - cn” 7yl i IRPTRE I

- Dr.Prrce, That is corrects -

~Senator MoCrrrran. Then what, heppened'2 : ' :

:Dr. Price; It requlred nearly 7.or 8 years,. and I, w:euld guess a.
mllhon dollars or so.of investment; in. development. money. - S

. Senator -McCrernan, What do you mean by. development
oot 2, patent here. - Why do you.not go out and make it7% :

Dr: Price. Well, we made.a_ little’ lump of rubber.. We did.-) ot
make even a foam . ‘out, of it, Tt took.a lot. Of :Eurther 1nvest1get10n,
scientific and technical investigation=—-. .. :

- Senater MeCrerrax, You mean further ez«:perlmem;ei:mnJa

" Dr. Price. Thatiscorrect.; yes,sir. By

Senator McCLELLAN. Processmg? o

Dr..Pricr, That is correct.

* Senator McCrerrax. Examining, testmg and developmgﬁ o

Dr. Price. To find out what was the best way to make. use: of this
material: - ' '

Senator’ MoCreLLax. Notw, suppose that patent had been free to
everybody—Government owned—here it is, to make this kind of
rubber, here is a patent on it, everybody can use it that warits: to
What would-happen?. Is that, your point-~—nobody: would do"it%:

Dr. Price. N%body would -invest this money in this. T faet, it
took a lot of persuasion on my part to make sure the company. kept
working on this, There are discouraging aspects of every invention.

. The poor guy that invented the Talen zipper had a: terrible time——

" Senator MoCLELLAN. Invented Whet? . e

Dr. Price, The Talon zipper. ™ . .. "7
Senetor MGGLELLAN Oh. . .

Was tha,t pa,tented at the tlme tha.t you
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D PRICE. You cannot, get along Wlthout 1t now, Senator Bv;t 1t
took'10 years to conviice v
- Senaftor MoCLprian.’ %Vhat ‘type’ of 2 terrlbl .t1me dld. he have‘l'
- Dr. Price It took -a long tiive'to convince: peo le-that this wag -
not a dangerous weapon, but a useful: mventlon d hterally this
man had aterrible time to convirnce people. - 1 o=
~Senator MOOLELLA . That s ver‘y v1v1d a,nd convmc1n0' 111ust1'a,-
gion in:viy mind. '
Dr. Price. But th1s happens for all kmds of dlSCOVBI‘leS-—It isa very
rare scientific discovery that is' made for which everybody says “Ah,
this is just what we were waiting for.” - For example, many kinds of
rubber were available in 1949 so it took 1ots of convincing that our
rubber was going to turn out to be'a much better product:: s
~Benator” MCCLELLAN That IS on 111ustrat10n Ca,n you gwe
atiother?:: ‘ oo
Dr. PRIGE Well I thmk my chloroquln antlmalarlal drucr is another
illustration: on’ the- negative side. - T am- firmly. convinced: that the
process we had developed, which was, in this case, actually taken
through & development stage at Govérnment expense, was clearly more
efficient and more economical as a procedure for making: this com-
pound than the existing'one. Yet 1t was not redueed to practme The
money toinvestin a pla,ntw— P
‘Senator MoCrrrras. ‘Would you hold your answer a mmuteﬂg ‘L
have somebody on the telephone I must spea,k to i s
« Tam sorry! 'Go right dhead. g
Dr. Price. As to this rlorldlty of the Long b111 it seems =to ug there'
are very great differences in how an invention mlo'ht be made nseful
to the public. There are some—-for example,-if-you have the cure
for the'comtion cold~—that everybody will want to buy it imraediately.
But there drg many other: inventions which prove to:be. extremely
useful, but which when first discovered are not, obvmusly ‘useful, ahd
it takes 2, 1ot of ‘faith, a'lot of conviction, and s lot of: investment of
dffort before it tan be proven- that ‘these 1nvent1ons will ‘be usefill to
the people.” And weé believe there cught to be soime ﬂemblhty to pro-
vide these Incentives in a variety of different situations.”
We think that theT.ong bill s & little too mgld 111 not prowdmu
enough incentive for some of these gituatiohg: ™ 7 .
Senator McCrrrrax., Now,one otherquestlon : R
:You may have already ang ered thls The answer you ha,' 1
given may have covered thls SRR
You said oni page 5+

Asgis ewdent from the foregoing, the American Chemical Society . beheves that
there are two maJor pubhc beneﬁts Stemmmg from patents '

Then No.2:

Prowdmg 1ncent1ve for the fleqnently magsive mvestment neeessary to convert
an invention ihtoa produet avaiiable to the pubhc .

Andyousay e tans ni s

“The second ‘of these proposals would be ger usly undermmed and controverted
by the bagic pHilosophy irherent in S 1899 - ‘ .
Did your previous answer cover that 9 R
“Dr. Prrcn. I think, essentially: B L
Senator McCreiran. Did not your prewous snswer coverthat?




D PRIGE I think, essentially, it did cover this point,in. that it takes -
a lot to develop an mventlon ‘that may be made for,an . mvestmenrt_
that might represent & few thousand dollars. It is something that is
created in a man’s mind, as.a result of a httle work and a little thought
and alittle inspiration.. An invention is'a very cheap thing to accom-
plish. . Itis development and manufacturing process and the advertls-
ing-to prove its.value to the public which is pxpensive. . And it is the
lack. of investment that may block conversion of the bmght idea. of
an invention into a product that somebody can buy in the drugstore
shelf or the department store shelf or the hardware store.. It is this
investraent that we are talking about. . Ithink people are gom,:, g to have
the ideas:. . That will continue, whether we have the Long philosophy:
or u different one. It is the incentive to make these available, the
f)levelopment of these thmgs from an invention to somethlncr you csm.

uy :

' Senator MCCLDLLAN That 1s substantmlly the Same ansvver

Dr. Price. Yes; T think it is essentially the same. :

. Senator McOLELLAN, Now,~I do see here that ol vvant sectlon
4(3) (2) ‘of 8. 1809 stricken—yon think that it would be desirable to
delete it.. Do you think that there should be no difference in pohcy-
whatsoeveriwith respect.to health, medicine, and-so forth 5

+Dr PRICE.. Yes, sir; T feel that very strongl ; e

-Senator. MoCrerLan. There should be no.di erenoe m the Federal :
pohcy with regpect to this? :

Dr. Price. Not on this basis.: There may be on’ i:he. bams of the.
amoun't of the-investment the: G‘rovernment ‘makes in-the.. dlscovery
and invention.. The Government is making very. substantial invest:
ments in health research, for example If the Government provuies
most of the support—

* Senator: MGOLELLAN Well of course, the purposa—now, the Gov—
ernment inay be making an investment in some mechanical somethmg,
or- some atomic weapon, an airplane or something; from. which-it ex- .
pects to. derive an advantage pr1mar11y—1t ismot for public use, but
primarily for the Government in building:our Defense Establishment
and:so forth.  That to'me is-a bit dlfferent from the Government mak-
ing substantial investments in medical discoveries and in the devel-
opment of that for the overall service of the pub]m health :and so
forth. .1 think there is somg dlﬁerence m 1t v R

\Tow, yowmay comment. - NN, ‘

Dr: Price.. I thmk ma,ybe I crm try to answer your questlon in thls
way, Senator.. '

enater MGGLELLAN Wel] I ]ust mean; there is.a, httle dlﬁerence
If the Federal Government- oes out-here and provides money to uni-
versities and institutions and laboratories to evelop a produet here
io benefit the health of the people of.the Nation, that, is an area where
I think the Government might very;well:take: the pa.tent a,nd_ Tet the
product be available to all manufacturers. -

T.am going to give further thoufrht to 1t but I tIunk there is & dlf—
terence there,

‘Dr. Price. There certamly is an extremely mlportant Teason for
substantial Government interest in public health.. . I think thls is the
: 1ust1ﬁcat10n for the very: substantial amonnts of money—— . .. .
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Senator MCOLELLAN The differerice T am 111terested in hereis {whér e
the Governmentgoes oub for the specific purposeand provides research
funds ‘in order’ to develop ‘drugs that ave beneficial‘to health. - Very
well: - The Governiuent finayices research to develop a better alrpl&ne
or something like that, and in the course of that 1t gets the product
1t ‘waaits, but ther¢ ig-a byproduct or a fallout product of a discovery
or an invention—and in those instancesT think the Government could

. very well let private enterprise have it, take it, and develop it and get
ition the market if it has a’civilisn se or & genera,l CONSRINEY Use;”
. But when the Governmeht speclﬁcally finances the experimentation
and the development of drugs to effectuate & cure of disease; I think
there is & little difference—it comies:in a Tittle different category.
~Dr. Prrce. Well, the Government finances research, which'leads
to the discovery- of a better ‘cure ofi some “disease; and’ this is' the in-
vention. Now, somebody wants to buy this thmg from a drugstore
shelf: The question is, How do we:go from' the discovery to- the prod-
~uet which you and-I can buy on-the drugstore shelf? - - =

“Now, in many’cases, in' drugs as well'as in the new rubber or a
néw plastic—or any ‘other product, there:is a question ‘whethei this
drug will prove to be better, and there is'a vast mvestment neces-
sary—L am a consultant for the Eli Lilly. Co., and T see'the immense
expenditures it takes to take & mew dmg ‘that you have discovered

* that shows some: beneﬁclal ‘possibilities n_animal tests, to: find out
whether that drug is going fo be ygeful in human’ bemgs——thls again
requires a “vast investment. And it seems t6 me that you need to
provide an incéntive for that irvestment just ag you medd to provide
ah incentive for the mvestment to develop other new products for
the public.

Now, I think the Government has 8 very grea,t respons.ibﬂlty to
regulate the use of drugs.” But I think that there is need, and: I think
it is important to consider this—I can e wrong, of course, Senator—
but you asked miy’ opmlon In my opinion as a-chemist, there i is Just
as much need for anihcentive to deve]op a new drug ag the,re is m—
centive to- develop-a fiew fibber.

~Senator” MOGLELLAN I do not know any of us Who could not be

- wrong. Very well, ' :

Senator Burdick. ' SR EREE ¥

Senator B‘URDIGK One of the thmcrs th’lt puzzles e about your
testimony is that you speak of 1ncent1ves “Yet the Talon fastener

~ that you refer to, most anything else, comes otit-of the human mind—
that is where it comes from. You are perfectly willing to deny to a
man who has ‘spent ‘a:lifetime ih séience any patent I‘lﬂ‘htS at all for
the work that he- accompllshes for Workmg ori'a Gowrnment contract
are younot? - :

Dr. Prrcr, T am afraid that T do 1ot understand

Senator Bonrorox. ‘AN'righit.  Company A hires a smentlst who has
been working in your, umversﬂ,y forall his life. He is put on a proj-
ect X. There hie males a discovery.  That man gets no paténts rights
for his work. Te is the one that should be stimulated—he i is, the one
tha,t shotild have the mcentlves.‘-' E§ that:eorrect?

“Dr. Pricit. T understand Y T think what you* are saving is
fhat when a man goes to work for 4 company he 1o longer privately
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\beneﬁts dlreotly from the mventlo '
may indirectly. - : ‘

Now, 1 agree with you. We are not talklng here ebout the pmva,te
.-beneﬁts that come from patents.

Senator: Burpick. But I am, hough Why do you Want to deny
‘him any patent rights?- '
© - Dr, Price: I do not wigh to- deny h1m He has chosen to: do hls
inventive work for a company which provides him with the facilities
to do this job in exchange for a salary which will probably be aug-
mentled it he makes useful mventlons, althouwh 1ot d1rect13r by a
royalt

3éengtor BURDIGK Is not th1s compa,ra.ble to the Government comn-
tract? - You give company A a contract, plus 7 percent, o do thls
_ ']ob Is it nob the same thHing? -~ ¢

Dr. Price. Well, T think the basic point that T want to make i 18
that I do not feel tha,t we are going to suffer from alack of inventions.
,People are inventive or they are not:* If they want to do these things.
T would be domg seientific research whethier it was useful or not but
1 like to see it used. In order to'see the discoveries Imake used, there
ha,slﬁo be an mcentlve for the development part' not the’ mventlon
itself.

*.Senator Burbick. We are ta.lkmg about pa,tent nghts oW, Here
i¢ & ‘man, the human mind where thes¢ things spring out- of—here is
the man, "thie scientist, who has spent ‘his life, he has expertise, he has
‘all the knowledge He: goes into a'company laboratory, on a project
and he finds something, he discovers something. - He is the man that -
should be stimulated. "But e ‘gets'mo’ patent rights. Yet the com:
pany, by the same token, who makes’a contract to the Government
insists upon patent rlghts, or you think that the i company should have
it: “'Why in one instance do you deny it-to thé man who- mekes the
actual discovery but give to the company who hires him?# :
" Dr: Price. Well, T thmk this relates to-the different functions of the
patent There are. functions of the patent which ‘are a stimulus to
mvention itself, and these are the reéwards to the paténitee, to the "
patent holder. T appreciate these, I spent the last 2 weeks racing
my yacht to Newport and sailing it back, and this swould:‘not have
been possible'if it had not been for the: prlvete benefits that come from -
a foam rubber patent. So T am no!t saymg these are nop usefu] a,nd
helpful and worthwhile, ' :

“But my feehng is that the main functlon of. the Government, your
responsibility, is the public-benefits: that' comer” Why shonuld there
be-a petent if:it is only to the prlvarte mterests ‘ot Professm- Pmeeﬂ
Thers i§ no reagon. = ;

Senator Buroior. Or the pmvete 1nterests of compeny A R

~ Dr: Price. Or cofripany A, right. - :

Senator Burpick. With Government monev :

- Dr. Price. If it is only' that, there would be : no use in. worrying
‘about this'as a matter of pubho policy. So it'is the public benefits
of the patents that it seems to me are erucial. “As T say, T-think theése
are two. One is to encourage pubhoetmn If there was'no patent.
law, discoveries would be kept as cothpany secrets :and we would not

'_fBut the company ma,y He.

have the enc'oumaement for ‘the disclosure of ‘the: selentlﬁc 1nfor1nf1- o
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tion that is earrled out in the Du Pont Co., in the General Electric Co.,
in Hetcules Povrer, in Lllly, end s on, tha,t is evmlable becatuse of the
© patent laws. . .

So.one 18 thls dlsclosure of smentlﬁc mformatlon And thl_s-- is a
. great satisfaction, incidentally, for the scientists. We like to see. what
we have done, see the light of day. And I can.assure you that the
publication of the work as.a patent or as.a paper which is made
possible by the patent law'is a public beneﬁt but also a prlvate satis-
faction to the inventor: -

~Second, the other. pubhe beneﬁt is tlus busmess Wh]ch T have em-
phasized so much, the incentive to get the investment into develop-
ment—take the bare invention and make it, into a product. And T
think these are the public benefits that are important, and: it is the vast
investment of Government funds in research and development that
now make this a very important public policy: deelslon, as o how the
use should be made of these patent.rights.- . 4

Senator Burpick. If the: Government retains the patents there is a
Wlde -open field . for the public to-develop that patent; is: there not@

DY, Pric. If the Government owned the patent ?

.. Serlator Burnick. Yes. Everybody hasa righttoit. : .

- Dr. Prion. Everybody has the right to it, but nobody has a,ny incen-
tiverto invest in its development if it is not obvious that this is a major
breakthrough “There will certainly be some patents, 1 agree—there
will be some patents like, we could say, the cure for the common cold.
If you could find a way fo cure. this, every drug company would make
it, and every drug company would want to have it in its line of prod-
uets, and if it was available as a. Government pa,tent they Would do
it whether it was exclusive or not, -

.But for:many, many: produets thls 18 ]ust s1mp1y not the case. Tt
is not obvious that this is going. to be better until it is out and tried.

Senator. Borpick. Well, certainly-the public will have a better op-
portunity to develop a patent if they know about it than if they donot
know about it and cannot develop it, if it is controlled by somebod,
~ Dr. Pricz. Everybody knows ebout a patent the minute 1t is pug

o fhshed

Senetor B‘U‘RDIGK They do not ha,ve the rlght to develop ik, -

_Dr. Price. They do not ha.ve the. rwht to utlhze it unless they get a
heense to do so. .

Senator BURDICK. I must respectfully dlsa ee Wlth you, sir.. I
think if the patent is available to the public, t %:fe deve(lopment poss1-
bilities.are greater than if they are hemnied;in some wa; 5

Dr. Price. I think the concern ¥ have is that the pul Tic will not and
cannot spend $5 m1]11on or $10 mﬂhon to ta,ke the mventlon and make
a product out of it.. :

Senator BURDIGK Some smert entrepreneur w111 do 1t a busmess-
nan.

Dr, Price.: But. he. W]ll ha.ve to prove 1t w1th a $10 mllhon invest-
ment. - If'somebody else can then.comie in after it is proven, and after
he has developed 1t, and make it for a fractlon of tha,t, it does not meke

- sense to me.

Senator B‘U‘RDICK Just a moment There is $5 bllllOIi to $15 bllllon

mvolved bhere. - The taxpayers of the United States have some money
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in this”development,. too; you knew.: We are ]uet ta,lklng a,boutt the
portmn that the Federal Government s financin

“Dr. Price. Well, T think T did indicate, Sena,t,or, tha,t there cerba,mly
is - vast difference i iR some circumstances, such ag defense and space.
The ‘Goveriment hot only provides the- funds to develop it but is the
consumer. I have absolutely no quarrel with the view thit the Gov-
ernment should have a royalty-free license under’ stich circumstances.
We do not differ with this—for: mventmns which the Government hes
ﬁnanced ii part or'in whole: ~ ,

~~Senator Burprck. I dnderstand that, - - -

" Dr. Price. Itisonlythe private eitrzen S Use of these—

“ Senator Burpiok. lietussummarize this, - i

Your position is that individual scientists; the worker in the 1aboraf—

; should ‘not have ‘any patent rights for his-discoveties. The

faeulty, the college professors, the sclentists in the colléges and the
universities should not have any patent rights. But you thmk tha.t
a company like company: “A” should have it in some:cages: = -

‘Dr. Price. 1'do not think that i is qulte the way I would llke to put :
11: Let me,put it this way .

1 dan say this very deﬁmtely for: myself as &’ professor e

"I my opinion,-if 1 ‘make an invention in:my- 1eborat0ry, the enly _
way that this could conceivably be used is if I could 4ind’ a‘corapany -
that could-take this invention and-develop’ it fror: the little ‘bit we
have done, which is enoiigh to get the patent, to a precess an econom-
ical process whichcan be used tosella product =

Now, if I do not have the ability to go to company “A” and say,
“Here i my patent; I assigi-it to you for some kind of royalty arrange-
ment,” or 1pr am,an employee, that I assigned it for the salary that
Kias been paid to me—*You can now take this patent.of mine and mvest
the necessary effort to find out whether it will be useful”—if I do not
have that kind ‘of ability to tdike it to some orgamzatlon that can
invest the $5 million, it will never be used. :

Senator Burpicx. By the same token, you do not heve a,ny patent :
rlghts,l youdo not have the opportunlty to 8ot 'Lnd ﬁnd some 1nvestment
capital. - - :

%r PricE: As the 1nventor Ido have the petent I‘IO'htS L

Senator Burprck. Under these Government research contracts, the
(,olleove professor, the college scientist does not get the patent rlghts to
bave that opportunity. . oTer oobime o

Dr. Price. He certainly Wou.ld not under Senator Long g b111

Senator Burprox. I am just trying to get your philosophy.™” You
are willing to deny the patent to the worker in the laboratory, the
college’ professor on the college campus, but not to the compeny
" Dr.PRICE! No, Lam afraid— . :

Senator Burnick. Am I wrong?

“Dr. Price.” Tam niot making myself clear, : B
. Senator BURDIOK If the Unlver31ty of Notre Dame has a research g
contract——

“Dr. Prici. OrPennsylvama ' T
“ Senator Burpick. Does not the Government retaln the pa,tent -rlghts
_ onthe'work that is done e ; e
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:Dr. Prics. No gips only under the NTH policy, Whleh 1. v1gor0usly
dlsagree with. In other agencles.they will- ASSEEN=~IN fact under a
Quartermaster grant, we. ohd develop a very interesting new synthetic
plastic; polyxyleno “Weare now in 1nterference Wlth a.small concern
by the name.of General Flectric as to who is.going to get the patent
rights, on:this. - They publiched it a year after: ye dld But we.do

. hot yet knew: who will. get the patent. - s

- But under-the Quartermasier, we- made an agreement that the Gov— :
ernment would have a royalty- _free right to use an invention that was
made. But we had the right to. exp101t the private commercial devel-

- opment of this material. - The University of Pennsylvania hagin fact
taken my patent, which I assigned to the University of Pennsylvama
and taken it to.a company to see if we can exploit. this invention. -

~Senator Burnick. Was that developed under Grovernment, research ¢

~Dr. Pricr.; :Yes, sir, under the Quartermaster Corps. I think it is
only the NIIL where we have no rights residing with the inventor.

No, I like 6 see. the I'lghts reside. with-the myentor, by all means.
This is what L am ar guing for. So he can’:take hls invention and
batgain with somebody to make use of it. :

Senator Burprer. L.am- not argumgwl am ]ust pomtmg out the
inconsistency-of the eompany getting 1t and denymo' 1t to the people

" who dothe work. -

Dr.Prron, I thlnk the: 1neon51steney is not there beca,use I do beheve
the,t the whole. philosophyiof the patent law is that, the invention goes.
to the inventor. Ielis the .one who. apphes for it end he gets the patent

. rights. P 4

%Vh&t he- dees Wlth 1t to see that it is mede use of d1ﬁ'ers aecordmg

© tothesituation. .

In my case; asa professor, Tcan ba,rga,m w1th it & 11tt1e blt to see who

“can make use:of it.. If T am already working ‘for & company, I have
signed an agreement that the inventions I make will automatically be
assigned by me to the company 1n exehange for my salary and. other

Tewards.: .

Seriator BURDICK Now, you say you are g eonsultent to Wi Lllly
& Co. Suppose that company “A” makes a contract with company

“B”—this 18 purely private—and company “A” has asked “B” to.do a
research project for thern—maybe on a subcontract basis or some other
basis:., What is the usual practice? Does A or;B have the. pa,tent r1ghts
of any discoveries made there? e

Dr.:Prrce.. Well, L think this is usually a. matter of a great dea,l ot
COTICET]. by the: lawyers who write the contraet, . .

_-Senator Bugprer. I am asking you the: praetloe
"~ Dr. Price..1. would thinkthat the pracfice usua.lly is ‘that the eom-
pany that prov1des the money would usually et the rlghts to. develop
thls s

Senator Buroick. That has been the testlmony before this eom-
mittee—that A would retain the: patent rights.-

Dr. Price. And if the Government was going ‘to develop and sell
‘the patented inventions, I say the philosophy might be that the Gov-
.ernment should have the rights to the patents it: ﬁnanees But I do not
think it will ever develop and sell them under our present economic
system. :
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© Senator BU'RDIGK Tha,t ig where we differ.” In’ other Words, _prlva.te
1nclustr:yr A retainsthe patents—the Government is involved with" tax-
payers funds—A shoulId not reta,m the pe,tents——-mghtg I ?th ‘t ¥y
testimony? © - -

Dr. PricE. lfVe]l I do not Want to be qulte that flat about 1t beca,ﬁse
it does go -all- the” way from a situation” where the Government iz
ﬁna,ncmg 100: percent; such ‘as new aireraft development like ‘the
supevsonic transport, where the’ Glovernnyent is ‘really dean’ the ]ob
and 15 only using 4 prlvate organization asan armto doit.

' To my own situation;where T ‘get a grant that'supports a llttle blt.
of- my work; or some other: 1nst1tut1on gets & small grant tha,t helps
1t'in part to do a ]ob——these represent very-great’ extremes - in how-
much the Government puts in to making this invention. "

So T think you have to think a'lot about the differences in each
particula¥ case. ‘And this is why -we argue for flexibility—that there
are such differences represented 1 the d1ﬁerent kinds‘of research and
development that the Government supports that it is not sensible to

set a rigid policy which might prevent and preclude the e of some .

klnds of invertions for the public Lienefit.
~‘Senator Burorck, Well, the hiour is short. T ~wigh you would read

section 9 of-S. 1899, pages 20 and 21 You would ﬁnd ﬂexlblhty W

. the Long bill. o
Dr. Prror. I realize thet he trled to prowde for th1s klnd of s1tua- :
tion. : But he provided. for it in‘the sense that you have to make re-
quests:for what I think ought: to- be 1nherent rwhts crranted b fthe :
Constitution to an ir¥entor, = ° oo i . -

Senator Burprck: Thankyou. - ° ' :

Senator MoCreLnaw.. All r1ght Thenk you very much

- Dr.Price. Thank you. : ! :

Mr, Branxan. The next Wltness 18 George D Wakerhn, Amerlcan-
Heart Associationi®: 7 - :

Senator - MCOLDLLAN All I'lght Doctor, you ey proceed “T see
yolp hafve N prepa,red statement Do you w1sh to read 1t9 I notlce 113
1gbrie : S ;

Dr WAK.‘E:RLIN Yes, SII‘, MI' -Chzurman

STATEMENT OF DR, GEORGE E. WAKERLIN MEDICAL, DIRECTOR,] o

AMERICAN HEART ASSOCIATIOI\T

Dr WAKERLIN May I state Tam the medical dlrector of the Amem-'
can Heart Association, and as you know we are s woluntary-health
agency. We have affiliate heart associationsin all 50 States:and:some
236 chapters distributed over the country." We have 35,000 physn:uan
and other health professionmembers; -and 40,000 lay members, -

Our budget for the present fiscal yearis: epprommately $30 mllhon .
all contributed veluntarily by the public:: .+

As you know, we are interested in research support in professmna,l
education, and in -public education, and: commumty programs par-
tlcularly related to the cardiovaseular field. . S

If Imay, then,Mr. Chairman, T wﬂl 1ead th1 5 brlef stmternent

Senator M(}CLELLAN Veryxwell ¥
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Dr. WagzgrLn. ' The-American Heart:Association deeply appreciates
the opportunity you have extended:to us to voice our views on.the
disposition: of invention rights.in: connection with discoveries arising
from research activities jointly supported by Government and private
:Elmds-f_, R T O N L T E LRIt TN A ST S SO S PR T
. We of the American Heart Association are fully cognizant.of the
committee’s need to arrive at.some general patert legislation to protect
the public,:as represented by the Government’s research investment,
while also protecting the rights of private organizations... We also
realize thaf such .general legislation :must be designed to'apply to
geientific discoveries in such diverse fields as space and defense as well
as to sclentific discoveries in the field of health in which we have our
prime interest,. @t el a8 s e e S
-+ Nevertheless, in-appearing. before you we would hope toimake.you
aware of certain:technieal problems.peculiar to:medieal research which
e aresponsoring inithepublic interestic . . oo s M0 o
~+Seclentific research activities; performed in universities and institu-
tions often: receive .joint and  contemporaneous.support. from, com-

-mingled funds from two or more: soturces. . Indeed, the.U.S. Public
Health Service, on-many-occasions-and: in ‘the public.interest; has
encouraged supportiof regearch from. the private sectors of.the.econ-
omy of this Nation and discouraged exclusive reliance upon Giovern-
ment-financed support. - While we heartily agree-with this.concept, its
fulfillment frequently creates a.difficult problem..;:The PubliciHealth
Service In its regulations requires that its reséarch grantees sgree to
transfer to it ownership rights of all inventions. - Similarly,. the
American Heart Association asks its grantees to agree to the assign-
ment of invention rights to-it. . This at iimes ereates a dilemima for the
researcher. And yet only & small fraction of-1: percent of, reseatrch
projects leads to patentable discoveries. - -y a0 oo anel 1

It is no angwer that the difficulty may be left to litigation; neither is
it a satisfactory solutien that the seientists be limited to-acceptance of
research support from only a single source... . It-would be- infinitely bet-
ter to provide a method for the equitable dispesition of proprietary
rights In any discoveries, since.tlie Public Health Service and the

"American Heart Association both have the benefit of the public as

thielr prime objective.: o1 0 1w R L i

Agsuming that the-voluntary health agency: has made a substantial
investment of public-contributed funds, it should be within the disere-
tion:of such agency to achieve fullest publicbénefit by encouraging all
possible.dévelopment of such discoveries.: Tt follows that there might
Ee.-inst&ncesdn which: it might be advantageous to the agency and the
public. to achieve necessary - development -and- application through
recourse to financial and specialized manpower resources of a-commer-
cial o¥ganization..To assure this benefit, it might be necessary to offer
the commercial organization leadtime—a reasonable' number of years
of exclusive:license from the date of public introduction of the prod-
uet—to recoup: its developmeéntal investment.. :The voluntary health.
agencies believe this to be a practical-policy, for the alternative might
be to use their own-funds to contract commercially for this service on
a cost-plus basis. This, in the end, might-prove tobe considerably more
costly to the public. '



- Tn consideration of th:ts pomt ef wew, it ds our hope thaj: any patent '
regulation bill reportéd on by 1 this committee will empoier'the Depart-
ment of Hedlth, Education, and Welfafe to enter into 'an agreement:
with publicly eupporned health orwanlza,tlons for'the equitable disposi- -
tion of proprietary interests in- d1soover1es arlsmg out of reseerch
projects m which bioth were crrentom Vo _

Thank you. T P

Senator MCCLELLAN In the last paragraph of your statement Wwhat
you would like to have is the Departinent of Health, Edueatlon and
Welfare authorized to grant exclusive license to any dlscovery made,
where they have financed the research? - : '

Dr. Wakeruin, The“they” means who, Mr. Gha1rman9

Senator McCrerrax. The Federal Government or the Department
of ‘Health, Education, and Welfare—where they advance funds forl
regearch. :

If I understand this, youw: ‘want the’ ‘Fight reserved to’ that Depari:~'
ment to make an agreement with publically supported health organiza-
tlone for equitable disposition or for proprletery interests in discover-
ies “arising out of research projects-in which both weére grantors.”  In
other words to negotiate or work out an arra,nwement that ould be
eetlsfacbory to both. ' v

“Dr, Wakeruin. Yeés; that is rlght : o R

Senator MCCLDLLAN In other words, leavmg the dlscretmn in thei
Depa.rtment “That is Wwhat it a,mounts to CoL

Dr. Wagnrrin., That is correct:’ ' L

“ Senator McoCLELLAN. As’to how it w111 co:ntract for o ebout.
proprietary rights where it providesall or some of the research funds,

- Dr. WakrruiN. For example, if it should happen, which is not too.
commmon, that the American Heart A.ssoelatlon contrlbuted a major_:
part of the research Sup(%)ort for a given project which resulted 1n a
particular digcovery, and-the Department of Health, Education, and
Welfare, or more specifically the National Heart Inst1tute contributed:
a minor part, the negotiations might result in the patent right being
assigned to the Américan Heart Association, Wh1ch would ‘Ldmlmeter
itin the public benefit, of course.

I ‘Senator MOOLELLAN In that respeet now,. here 1s our d];fﬁculty, as
seeit,

Tt is 1mpossﬂo1e to write a sta,tute with a formula in it t.ha,t Would,
cover each specific case or discovery or arrangement without leaving:
some discretion in the agency of Government involved, I do not know'

how we can do it, except to make a completely I'lgld Government take .

all, or that you set up guidelines whereby under those circumstances
the Government may grant an exclusive license or grant the proprleta,ry_’
rights—but.even where you set.up guidelines—a great measure of dis-
cretlon muet be repo:;ed in the G‘rovernment rLgeney 1nvolved a3 I see.
it. ‘

T do not kriow how you can erte a r1g1d formula’ thmt Would be
applicable to each case. I just do not know how you can do it.

Dr. Wasertix. Mr. Chairman, we do not seek a rigid formula.

Setiator McCrrurax. I know you do not. But I am saying while
it would be desirable if it could be done, just to spell everything out
in the statute, m the law itseld, I do not belleve 1t can be done. .
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The further:we. go into this i mqu.lry and study the subject; it séeins
to me as though. it develops. that, it. is just impossible o write -a. for-
mula that would be applicable, thati could say yes:or no i éach case.
Youhaveto leave.a measure.of digeretion.
 Dr. Wargsrx.. That. I would agree w1th, sir,. Thls is What the
American Heart Association is asking be written iito the legislation.

Senator McCrerran. That is the way I interpreted the last para-
graph of your statement—that you want some Jatitude, some discre-
tion left in the. Depa.rtment of Health, Educatmn, and Welfare, . .

Dr. Waxrrein. I might say that we.  have always found ne«rotlatlonsf
on other matters with the National Heart Institute and other portions
of the Public Health Service and the Depariment of Health, Edu-
cation, and Welfare most satisfactory, most congenial.

Sena,tor MGCLELLAN In other words; you have had ple‘tsa,nt rela—:

. tions so far. : .
- Dr.Waszruin.. All through the years, sir. : '

Senator McCLeLLaw. Youwantto ha,ve it left tha,t way

Dr. Waxsrrin. Thatiscorrect. - .

Senator MoCrniran. That is what, you a,re hoplng for.

Dr. WakerLIN. Indeed, yes. . e

“Senator MoCLELLAN. Very well. '

Senator Burpic. Your funds are derived from Fedeml sources and
private sources?

Dr. WAKERLIN Our funds are derlved from pubhcly contrlbuted
moneys, sir. In other words, we have a Heart Fund campaign which
goes-through the month of: February, and certain contributions come
mn-throughout the year. There are on occasion educational. or com-
munity programs in the cardiovascular field where the National Heart
Institute or the hesdrt disease control program of the Public Health
Service may contrlbute to, the program a,nd we contribute also. In
‘cf,ha,izil way, there is.a- certain’ amount of Worklng together in terms o:Ei '

unds: . :

Occasmnally the Amerlcan I-Iea.rt Assoolatlon——thls is exceptlonal—.
may for a specific project, where it seems more desirable for. one
reason or another to have the funds expended by the American Heaxt:
Association, on behalf of Government—has arranged for a grant from

~ an agency of the Public Health Service. Thus, several years ago, the
Amerman Heart Assoctation administered 2 travel grant from the
National Heart Institute which enabled selected medlcal sc1ent1sts 10
attend an important, sclentlﬁc meeting in Europe.

‘Senator Burprok, Can you give me any breakdown of what per--
centage of the Funds come from voluntary contributions, what per-.
centage of the funds come from Public Health Service, what percent—_
age of your funds cortie from private industry? .

Dr. Waknruw. Money from the Public Health Service, sir, would be
a fraction of 1 percent, and in some years it would be nothing. We

. receive contributions from industry—I cannot give you the exact per-
cent. We have only one complaint about, th1s and that is we would.
- like to have more finds contributed to us by mdustry
The major part of our funds come from mdlndua] citizens a,nd in
small amounts, - .
“Senator BURDICE. Would it; be a fELII‘ st‘Ltement to Say that a m‘mjor#
7 of your funds dome from contributions of citizens?
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Dr. WAKERLIN. Yes, & very distinci majorityy a,]c:){proa.chmg 95 per- -
cent. Indeed, approximately $10 million was raised on Heart Sunday
last February by doodr-to:-door solicitation, -

-Senator Burpiox.:And.notwithstanding. the fact that close t0, 95
percent of the funds come from:the public. by way.of dollar donations
$5"donations, and maybe 5 percént from private industry, you, Weuld
like to grant, thls exclusive license to them fér.discoveries?

Dr. WAKERLIN ‘Only if this, were necessary.in order to be certamﬁ
that a particular discovery was properly.madé available to the public,
In other ‘words, if the American Heart Association—on negotiation,
with the Department of Health, Education, and W”elfare—mdld Teceive
proprietary rights, the assocle,tlon would admimster the patent, ini-the
public interest, and: if that-required giving: leadtime to.a commercial
organization, we hope we right have the right to grant an exclusive

license for a limited perlod of tlme in order to make appropmate dev el-: -

opment of the discovery possible. .

~For example, although: penleﬂhn was dlscovered in:1929, it-became
a.va,llable only a good mény years later when efforts were made to de-.
velop it, mcludmg pilot plant operation and then large-scale produc-
tion, This required large sums.of money and adequate facilities thh_ -
are frequently available only to-comuiercial organizations. - = .

There might be other paten s which Would not requlre this kmd of-
leddtime or exclusive Jicense. -

......

seetlon m thig law to do the th 5y OU Went to do with all the safe-a.
guards you would want, is a'very. (ifﬁcult msmgnment ; i

Dr. WagnRLIN. We]l I think that if.the chairman’s suggestlon 18,
adopted that, Department of Health, Education, and Welfare officials:
are given anthority to negotiate with -voluntary health agencies who
ave in the research support’ ﬁeld when the appxoprlate occaslon arlses—'
this would fake care, ofliahe matter, "~ _

-Senator Buroicr. T havea 11ttle concern for the people of the Umted-
Sta,tes who put their dimes and nickels in there; too. . ‘

D, Wakerian. We do; too, sir. Theyare our hfeblood :

Senatm .Buorpick. Thab constltutes almost 95 percent O:E your con—_ _
tributions you say.. T R L g S

Dr. WaggrLIN, Yes sir,

Senator Burpiok, That is all. : o L

‘Senator MoCrerraxn. Thank you véry mitch. ) '

Mr. Brenvan. Mr. Howard T Forman pre31dent of the Phﬂadel-_.
phia Patent Law Association. = h

Senator MoCrernayn. Very well, MI‘ Forman. -

X note you have a prepared statement It is of some. length Would_
you be willing to file it and: let it‘be printed.in the reeord and hwh-:
Light it for us? :

- Mr. Formax. Yes, sir. 'T W111 not, refer to the statement as snch_
today. . e .
Se)I:la.tOI‘ MoCLELLAN.. Beg perc'lo:n2 S0 e
‘Mr. Formax. I would apprecmte ha,vmg my formal wntten state~-
mient filed in the record. .

: ‘Senator MoCLELLAN.. It, may be recelved and pubhshed in. theﬁ
: _.recordmfull : b iy T e

" 54-400—65—pt. 2—F6
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(The prepa,red statement of Mr. Forman follows ) et

STATEME\TT BY HOWARB I I(ORMAN

My name is Howard I. Forman S am from Phlle.delphla, Pa and my
principal occupatwn is that of a patent attoruey.- = -
~.T:appear today in a dual capacity: . (1)..as premdent of the Phﬂadelphn
Patent Law Association; and . (2) as.a pr1vate ‘citizen who, as a taxpayer and
a longfime student and crmc of our Government’s patent policies; ig vitally
coneerned with the effects Which the bllls under eonsrderatmn may have’ upon
the public welfare if enacted into:law: : :

.- With respect o my first capaeity, I presume no. statement of my quahﬁeatmns
1s ‘needed. As to my second role, I would like to briefly state’ .my qualifications
in an effort to establish ;]ustlﬁcatmn for my claim to speak’ solely with ‘the

- public¢’ interest in mind, 1 feel: this iy 1mp01tant Jbecause ‘of ‘a tendency of
gome persons in .publie: hfe to bellttle ‘the:views ion Government patent policy
matters. of spokesmen.who. .come - from segments of industry or the :patent
profession, particularly. if they happen to -Make their livelihood by gerving
industrial 0rgan1z‘1t10ns not normally classified as small businesses.

I have been engaged in the practice of patent-law foi over:20 years, the past
O in the: emplo;v of .4 corporate chemical, manufacturer; whose only Government
-contract.in that period has been the operation of .&. small regearch laboratory
for the Army. Prior to my- present position ‘my entire workmg experience, cover-
ing.a span of 23 yéars, has been ‘as-a Government employee as'd ¢lerk, as'a
chemist, and as a’patent attorney. In 7 of the past 9 years I have beei a lecturer-
in polrtlcal gelence ‘and public administration :atTemple University, in which
two ‘felds.I have had conferred upon me, the earned degrrees of master .of arts
and doctor of philosophy by thé Univeisity of Pennsylvama, over 10 years ago.

My doctoral dissertation, incidentally, has been published as a book entitled
“Patents—Their’ Ovvnersmp and: Administration by ‘the United States ‘Govern-
ment.” Tt ‘'was based on:my:experiences while servmg ag .consultant  to’ the
first Chairman of the Government, Pafents Board in 1950, -Since. then ‘I heve
had published at least seven major artlcles, in law reviews, texthooks, or encyelo-
pedlas, on ‘thé subject of Government patent poliey. A list of those publications
is dppended ‘heretc. T am:also the duthor:of ofie other book and editor of two:
books dealing generally with patent law:and practice, and.author of approxi-
mately two dozen more law review articles on:patents and related matters.

My views on Government patent pohcy, ineident to which I have long exhorted
the Congress to adopt a number of the proposals which ‘havé beenincorporated:
i the bills vnder ¢onsideration, are’a mattet of public record. ‘They appear
not only in the publications-on- the attached lst, but also- in the reeords of the
hearings on Government patent policy  held before. thiz same .subcommiites
(re 8. 1084 and 8. 1176) on May 31, 1961, and the hearings before Subcommittee
No., 3 of the Comuuittee on the Judlela.ry of the House of RepreSentatwes on
March 3, 1958, re House Joint Resolution 454 regarding the rlghts in mveutmne
made by Government employees.

I smbmit that, in view of my background of government umversatty, and 1n(iue.tr5r
experience, with the past 15 years having been extensively devoted to studying,
writing and lecturing on Government patent policy, my personal ecomituents and
stuggestions which fellow deserve .to.be’ considered on their merits and- only
on their merits. I do not feel beholden to any industrial organization or profes-
sional association, be it my employer or.any group in which I hold membership,
to -express views or recommlendations which necessarﬂy coincide’ with theirs.
In' statmg my personal views'I speak only for'myself, and disclaim speaking for
any other person or orgamzatmn with whom ‘or with which I- may happeu to be
or have been affiliated. ‘

Reverting to my first capacity, I now wish to.make a statement as presulent
of the Philadelphia Patent Law “Association, an organization of patent attor-
neys and agents whose active members reside or gre employed in the eastern
half of Pennsylvania, all of Delaware, and. roughly: the ‘southern half of New
Jersey. .On behalf of that association’s. bgard.of ;governors, it is my pr1v11ege
to report on the following action which was taken at a meeting held in; Phila-
delphia -on May 27, 1965. This. action, incidentally, followed a ecareful study’
and’ report of the four ahove-mentioned bills by the assocmtmns spemal sub-
committee on Government petent policy. o
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.-;PHILADEIJ?EIA PAI‘ENT LawW, ASBOCIATION, .

i We beheve that the progress of the useful arts is moet eﬂfectlvely advanced o
when private enterprise:is inade secure in the exclusive rlght to what. it has
created.” -“We believe thdt the: machinery  of government is-ill adapted.to: the‘
BCOD.OmlC and effective: exploitation of inventions in. the eivil field, and, shonld
noi,” ‘on- prineiple, - compete w1th pnvate enterpnse nor favor. one enterpmse
as against another:. « i
We believe, in short that patent protectlon is an essentlal element of mdus-:
trial progreéss,-and that governmental ownersmp of patent rights leads to stag-
nation;. because:government, ds-such, is not in. a: poeltlon fo enforce the. protec-_
tlon which is a patent is intended to afford
Y Withithese  principles:in -mind; we: earnestly commend the terms of Senate
bill 1047; which-wonld:bring:to an end.the: ~anauthorized takmg of patent rlghts
by government except when national security requires., :
~With-these principles in mind, we:also. earnestly eommend the provmmn of
Senate bills 789 and:1809; but.not in: the precige form. presently proposed - Rather;
we'very greatly hope that fthese. two. measures might be consolidated. and then
streamlined, in-accordance with the accompanying. recommendations of.0ur. cor .
mittee-on: (}overnment patent.policy. - If such a. corigolidation. could.be ﬁected‘
the resultmg gystem would be: ﬂex1b1e enough ta permlt accommodatlon to W’idely
varying circumstances. - :
On the.other -hand: it isiour: v1eW that A1899 1s unduiy r1g1(1 n 1ts terms and__
that it swrould- prow.de a.less effective means . for: st1mulat1ng real advaneem_e
sinee it would increase.the number of instanees. in: which the patent would be;
owned by government;.and: would therefore afford no real protection to a, licensee.
~'We authorize and:.request our; president, Howald TI..Forman, to. present to the
Senate Judiciary:Committee,;: Subcommittee on. Patents. and . Trademarks, .
views: expressed above:and he specific recommendatlons of our commlttee
Government patent policy,- .
The foregoing: statement was; adopted b the board of governors, At _a meeting_,
held on Thursday, May 2"(' 1965 ) .

T OOMMITTEE ON. GOVERNMENT PATENT Poricy., .

i¥our - comm1ttee -OIL Government patent pohcy :offers the follomng_
recommendatmns L : :

8 1047 (W1111ams, NJ ) - 'I‘h1s b111 reqmres the Government to acquue a,
11eense before using 'a: patented:invention unless the.: Secretary of . Defense
certifies that the national security. reguires its use. - We. urge:;the board to favor
the 'prompt enactment.of thiz much needed:legislation; in the. hope that it--will
stop the wholesale emasculation of privately owned: patent nghts whmh has
become a national scandal.

8. 789 (Saltonstallys; 8:1809 (McClellan) and S. 1899 (Long) are all dlreeted .
to the handling of patent rights in inventions made under R. & D. contracts, We
shall compare their: more ‘important provisions An what follows: - - :

“We think that section' 3 of 8./ 788, which provides :that the: Government: shall
always receive the free and-nonexclusivesright to use any invention made with:
the use-of_'Government-funds but ghall take no greater right-except under specified
circumstances, is:less likely:to lead: to unnecessary Testrictions on ereativé ins.
dustries than section 4 of §.:1809, which provides Tor the takingiof broader rights:
(1nclnd1ng title) ' unless certain specified:circumstances justify: exceptions, .

~We think that section 7 of ‘8. 789, which" ealls for- renegotlatlon only: when
subsequent and unforeseen events requires it, is sounder in principle than those:
prowsmns of ‘seetion’4 of §. 1809 which reguire renegotiation ‘every time an in-
vention iy 'made. The. faking of .greater rights under 8. 1809 should be condi-
tioned:: upon a finding ‘that the public interest’ will-be‘hetter served by snch: -
taking, in' addltlon to the ﬁndmg‘ presenthf reqmred, that the Government has.
the right to take, " ’=

‘We see no prospect of commercml explmtatlon of a patented 1nvent10n owned
by Government unless the Government grants ail exclusive license; as ‘provided:
by section: 8 of 8."1809, but such a license iz’ of little value unless it is -imple-
mented by the rl ht to sue 1n1’r1ngers It seems anomalous to us that the Gov—é
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ernment should brmg gt agamst ohe of" 11:5 c1t1zens for uging a patent right
whieh belohgs 16 all citizens, or that it should gain the same result by indirection,
by giving the licensee the- 11ghf: ‘to bring such’suit.:For these reasons we urge
that any leglslatwn'framed ot -this subject should:be 50 drawn as to. reduce to
g 'minimum the situations in:which Government:takes tifle. --For this reason, we
faver-the approdeh employed in 8789, which leavés: title iwith- the enterprise
that:éredted thel invention, bt ‘reguires tlie patentee.to: license. another.if he
~ fails to explolt the mventlon m nongovernmental ﬁelds W1thm ‘& reasonable
tlme -
“We raspectiully suggest that sectlon 11 of S 789 be made the subJect matt,er
of ‘a’separate bill: That section: deals with awards f01 mventlve contnbutlons,
rather than with the subject-of patent rightsi 2
It i§ our liope that the’desirable - features’ of: i:hese bllls can be eonsohdated
inte & practical; effective, #nd uniform-system for the allocatmn of patent rlghts
in inventions made under Goverfirhent corntract. i L
CWeare apprehenswe ‘that ‘the very-broad direetmn 'ven in section...zi}' of
{800 might lead to'a “Government take w11 policy, which would -discourage
rather than promote invention.: The waiver provisions.of section 10 of 8.:1899
‘a¥e g0 ftringent 'as to fully justify that apprehension: i Nor do we see any need,
ot tremendous - ¢ost, to -duplicate the information-gathering fonetions. of - the
Pitent Office and-the Library of Congress, as contemplated by section 7 of §. 1809:
‘We commend, however, the coneept of a single authority to-make policy.deter-
minations for all agencies, and the coréept of giving: ‘the Board of Interference
Exafminers the duty 1o decide: whether aninveantion was or wis not “mede” durmg
the 1 of ‘contract and ‘did or did nottall withifi:its seope.
VW add three very ealniest Tecommeridations ak:to’ terminology. :

‘T, “The expressmn “fhe “conceéption ‘or first metual reduction to practlce” (sec
2{g) of ‘8 1809) is one which often works &' wholly ‘needless hardship. - Patent
rizhts: of incaléulable value have been deelded in” thousands: of interferences,
on a reduction to practice which was purely construetwe ‘nameély, the filing-date
of ‘the -application,” We strongly urge that the word “aetua »” be deleted from
this phrage. T i

2. he eXpresdioh ¥4t all tiérs thereunder” in sectmn 3 of S 789 is poten—
tially extremely mischievous and should be deleted. "This could require the man
who digs the’ foundatlons for a 1esearch f '1‘11ty to secure an invention agree-

" mert from the laborersonhis staft, - s

8. Unléss there is to be a fundathental change ineur patent system; it is;only
the inventor who may apply for a patent. The wording of section 12-in-8..789,
of seetion: 7in {1809 or-of seetion 6-of 8. 1899 should.be revised to avoid any -
inference Ihat the-applicant for ‘a patent can ‘beéanyone other than :the inventor:
. - We urge the board:to approve and adopt-this report, in-principle, so that our
views ‘miay ‘be ‘presented with your: sponsorshlp at the hearlng to be held June
Land:2on all four of thise bills, . o ‘ g

Respectfully subrmtted .

i Annknw, KLEIN, C‘ha/wmtm

The above report on the actmn of the Phﬂedelphm Patent Daw Assoelatlon
concludes: my. statement- on behalf .of that organization. The balance of this
gtatement will constitute views which 1 express purely.as an-individual. D
© Twish tocongratulate each of -the four Senators who-have.respectively spon-
sored the above-mentioned bills. . -Hach-of them has proposed a bill which pre-
scribes ~a uniform; -National Government patent. policy. : Such . uniformity. is
highly desirable-and long overdue. . A uniform policy will go-a:long way toward
credting order:out-of :a 31tua.t10n which: has been ina. chaotic state for some
- BS years. -

While I -do not beheve that any of the four hﬂls in. 1tself eonns.uns prowsmne
all of which will best serve.the public mterest ¥ do believe that some of them

“ eontain provisions which-shonld bé-enacted into law at the earliest possible time.:
Actually, I am convinced -that the public interest would :best be served if a bhill.
gimilar to H.R. 4482, which Congressman Toll introduced in the 88th- Congress,
were adopted Sueh abill would :do* more to promote. the progress of the arts
and geiences than any-of the hills here under. consideration, and would .annually:
gave the taxpayers: many millions of dollars in admmlstratwe -expenses which will
be.incurred if 8. 789, 8.:1809; or 8. 1899 is -adopted... Moreover, the ‘Toll - bill
would also dispose of the problem concerning nghte t¢ invéntions made by
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_Government: employees, which ,will not e dealt. with upon enactment of the bills
now being considered by-the: Senate Patents Subcom_ ittee.. . Until that problem_
ig disposed of by statute, a- tluly umform, national poliey regardmg Tights
inyentions-arising-out;of Government-subsidized research will not he dctileved.

1 recognize, however, that- the political  ¢limate today:is euch that a bill 1ke
that of Congressman. Toll s has. little chance. of being énszcted. ~Accor
to be as constructive.as possible, I wowuld like to.make the Tollowing genelal and
speclﬁc recommendatmns w1th regard to the bllls hele under’ con31de1at1on A

of patents on mventlons made Wrthout any governmental assmtance ]
nizing that there are timeg and circumstances when the Government must have'
the right to. make uge of even privately held patented inventions for purposes; of
national -defense, -it.is- unconscmnable to permrt the promlscuous usge of the
Government’s ught of. emment domain in. cases where other measwres may be
talken which would not- Jeopardme the Nation’s. defenses, . This bill will ‘rectify
that sitwation without.any dilution of the Government’s r1ght to use wliatever
inventions are deemed essential.to. the defensge effort. I have only one minpr
suggestion regarding the wording of the bill, and, that is to-change “a’ patent”
t0—an uneéxpired patent—on page 1, line. 8. I beheve the. reason for th THEE
should be self-evident. : S

Of the three remaining bllls, 1 be11eve that s, 1809 comes closest to Tep:
the kind of Government patent pohey wé ghould have. It confains
sirable. provisions which parallel provisions set forth in. thé memora’
statement on. Government patent policy which. former, Presldent John F. Kennedy
promulgated on Cctober 10, 1963. It adequately dovers. the gituations which
8. 1899 purports to take ca::e of in the public mtereet but does so with some
of the flexibility that- experience with administration of the. Kennedy directive
has shown to be preferred_ by Government. admmrstrators and contractors alike, -
A number of provisions in 8. 789 deserve to be given serious consnleratlon, and' T
will pointiout.those which I feel would improve 8..1808. At the same, time ¥ will
indicate those provisions in both 8,789 and 8 " 1809 whmh I believe should be
revised-or eliminated. . . S

_Referring now to 8. 1809, the ﬁrst 1tem that ghould be mended is the deﬁm-
tHon of “made” in sectlon 2(g). ITam well aware of the origin of the concept and
the reasons for not exemptmg inventions that have heen constructively reduced
to. prachce, but I have never been persuaded as to the ‘merity. thereof. If an
invention has been. concelved and, legally’ completed before the confraet was
awarded, why penalize. the contractor who, chooszes to give the Government the
benefit.of the invention in the solution of a research problem‘? To require other-
wise mlght tempt contractors. to avoid use .of precontractual inventions not yet
actually reduced to practlce, ifi the performance of their ccmtracts partlcular]y
if the Inventions appear -to have 1mportant commercial mgmﬁcance In the long
; er.by failing to get the benefit of . the best poesrble
£ which may be. known and avaﬂable to the £on-.

SOlllthIlS to research
tractor. | .

The Second 1tem merlmng amendment is the langnage in sectmn S(h) (5) on
page.5, lines 5,7, and 8. In. line. 5, before “after” insert “but only”; in line 7,
replace HiHatr by “to determme whether” and replace “not” :by. “un:justlﬁably
falled to”; and in line 8, change “erted” to “ert” I note that section 8 (b) {5 (a)
provuies for the 1s;suance of hcenses by the: agency, head. to third partiés.if the
contractor fails to bring the. mventlon to the, pomt ‘of practlcal apphcatmn Such
compulsory, working reqmremente are in the public.interest. and'I. highly approve
of them. However, it is noted that the terms and CODdlthIlS of uch licenses may
vary.from agency to ageney and even from case. t0 case within. an agency. This
may not,be degirable, . In fact, this poss:.blhty and other factors in the. proyisions-
of 8, 1809 make me urge that there. be included.in; that, bill a prevision like that
of gsection 14 in 8,789 under which. the Secretary of Cemmerce shall, promulgate
. Goverpment-wide regulations which can be eupplemented for internal administra-
tion by, each. other Government agency. -Such a provision erl help to make the
proposed uniform Government patent policy truly uniform..

The third item in 8. 1809.which shonld be changed mvolves sectron 4 Actually,
there are seéveral points here which, merit reconsideration, . The congept:.of, de-
ferring . the . determmatmns .called . for o 4(b) at.lines. 7 and 8. of  page
8, and in 4(¢), at lines _=_9 and 20 of page.8, 1y fundamentally bad.in, pnncu)le
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"admlmstratwe d1ﬂﬁcn1t1es In fact practlcally all
Hétal procedures ‘provided forin gection:5:are bélieved
) e fraught ‘with serious proplems’ and will cause great
expelise thch could pe ‘avoided- if the-deferral ‘of ‘the" déterminations &y now
called for were to e eliminsted.’ Such deéferraly will ‘copstitute ‘bad law in that
they violate some elementary ¢ontract principléi; namely;’that the contracting
partles ‘should agres and get into'their written contract ds' many of the COI’ldltIOIlS
of the agreement ag can'be foreseen at the time the contract is' nmegotiated: i The
settlément of the patent mghts duestion &t the time ‘of negotiation should- present
no real difficulty, and will’ save all partles from embarrassmg and troublesome
arguments afterward.

If it 18 deemed desirablé to’ have a }_}I‘OVISIDD whereby ilie Government could
elaim titleto a partmular 1nvent10n which drose’'out: of performance of 4 contract,
as a result of new, unusual’ and compelllng factors 1ot vigndlizéd when the econ-
tract was executed, ingtead ‘of the deferred determingtiony of sectlon 4 1t would
be better to include ‘the provisions of section T{a) in' 8 789 -

"It gection 4 ig rétained, subsection’ (a) (2), should be: rev1sed as it tbo broad
a_nd amblo'uoue At most it should be 11m1ted to the produetmn of itéms which
may ‘be Teqitived by Government law or regulation. ~Subeetion - (a)(3) also
ghould be revised, if not ‘eliminated, as’1 do not see’ how it will be possille to
determine Whether the acquisition of exclusive rights at the time of contragting
mlght confer 8 dominant position on'a’ contraetor “when' no’invention hyas as yet
beenmgde which might estabhsh stich an advantage in the-coptractor. S

“If section'§ is retained, the fourth item meriting’ _consnderatmn invelves two
changes. - In5(ay (2 (), at line 7 on’ page 10, change “guestion” to “questions”,
and after “whether” insért ““(1)”; and’'at 11ne 9 on-page 10; change the periad
to a comma and theres.fter insert “and {2) 'such action will best serve the pub-
lic intérest. » In 5(h), at’ lme 16 on page 10, before “the” insert “dnd that such
action will best serve the pubhe mterest,”. I beheve these changes w1ll requlre
o expianation. » y .

“.The fifth iteéimn. mvolves sectlon By
“shown to the satisfaction of the court to be” - o

The sixth item involves section 7.. At line 22 on page 13,‘ reference 18, mailé
to the filing of patent apphcatlon' by the “contractor’ Since contractors nor-
mauy cannot file a,ppheatlons, perhapsy thiz word should cHanged to “inventor™.

The final section is 8, 1809 on’' which I would like i mmert 48 My’ seventh
item is section 8, which deals with the’ adiinistration of patent rights acquired
by the United States. Before dolng so, let me pomt ¢ut that ¥ beliéve it to he
bas1cally unsound and unnecessary for the United Statey to acquire title to in-
ventious'of . its contraetors or its employees 'and that a far better policy’ Would
bo that prowded for in- the aforesaid Toll bill, ILR. 4282° (88th Cong.). That
bill would: leave title in the Government's contractors or employeee, subjeet only
to compulsory working provisions. However, ‘heing recoriciled’ ‘to' the ‘appdrent
inevitableness of a statuté Whnch will~eall for the™ Government’e acqmsltmn of
title to many patents T am ‘in’ that event strongly in favor of sound provigions
for v1gorons administration of those rights with the primary . objective 0f
maximizing utilization of all 1nvent10ns to which they ‘pertain. By ‘the same
token, I am strongly opposed to' the cohcept of dedication of guch rights as pro-
vided for-in section 3{a), lines 917 on page 5, of §.°789. "Dedication may tend
to destroy the opportumtles affordable by exelnswe hcensmg of Grovernment-
owned patent nghte for promofing the utllization of Inventiotis,

‘The prov151on in section’8 for the grantlng of excluswe, aswell as nonexclusure,
licenges is'good. - Itig eons.lstent ‘with thé basie precepts of the American patent
ystem; namely, that the grantmg of the rlght to exclude others from the prac-
tice of a patented 1nventmn, for a limited period of time, may be-the essentlal
inducement for the investment of resources generally required ‘to convert in-
ventions intd useful atid ‘aceeptable products ‘and processes. ' Theé authorlty veited
‘in the-agency head 'td request, 4nd ‘the Attorney General to take, the necessary
‘action’'to proteet and préserve the rights acguired by the Government Is’good.
Tt shotld settle for ‘all time ‘the guestion Whether the -Governiteit should ‘and
whether it has the right to sie for 1nfr1nge1nent of DELENLS’ wm‘ ‘it owns., The
constxtutlonahty of duch a- prowsmn undoubtedly W111 be questioned, evern chal-
lenged, buat in my Judg’ment it will'be upheld a5 a proper Government funetion.
" Althongh see‘mon 8(b) 'broadly apphes o the followmg qltuatmn I recommend
that consxderatmn “he'given' to adding an ddditional ‘provise along the lines of

{2 after “1f” ingert
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sectmn 5(c)in: & T8Y T‘hen it would: be- mandatory : upon ‘the agency head:to
grant an exclusive license to the contractor responsible for making the invention
if, within 8 years after title to it was acquu'ed by the Government, no:third
party actually made use of the invention: I also favor adding to'section 8(b) the
provision of section 6 In '8: 789 dealing with'the voidability of the righty left
with the contractor;’ This would put- extra’ teeth into the provision now:cov-
ered by section 3(h) (5)-(2), and may have-to be reconciled therewith. But the
principle is good and should ‘be adopted ;- it'has many of the advantages of the
compulgory working! reqmremenbs of- the: aforementioned - Toll  bill; - HR 4282
(88th Cong.). . .

Another prfovision of 8. 788 which I favor adding to. 8. 1809, either to sec-
tion 8(b) or at some other guitable ple.ce in the latter bill, is the essence of
the former bill’s sectioh 3° (¢) and (f). ~ Those sections permit the agency head .
to waive, in certain situations, any rights the Government otherwise might haye to
acquire title, They.make .for ﬂex1b1hty whlch may lead to greater ut1hzatlon
of the inyentions in questmn ;

£. 789 has a secton 9 which showld’ also be conmdered for adchtlon to S 1809
That section adds to:the rights and remedies conferred by: 28 U §.0. 1498 the right
of a patent owner to have hig claim for mfrmgement by or for the Government )
determined by .the head of the. appropmate department or agency. Such.a prov1-
gion not only would alleviate the jam in the Court .of Claims eaused. by, suifs
over-such claims, but along with:the pagsage of 8. 104:7 ghould resolve. many of -
the issues that have in recent years-led to decisions by thé Comptrolier General
of the United States which have cansed angnish not only among, Goverument
contractors but-Government-administrative aunthorities s well.

In concluding, I will first revert to the suggestxon made above that the. eSSenCP
of section 14 of 8. 789 should be incorporated in 8. 1809. 'This is the provision
wh1ch would,: in effect estabhsh a central admlmstratwe agency to.carry out
the provisions of the bill Alternatlvely, separate agency, for that. purpose
along the lines of that proposed In, 8.-1899, should be established.. . The lmportant )
obJectwe, regardless of howif is achleved isto plowde for umform rules unifornt
procedures, and uniform interpretations so that persons dealing. Wlth d1fferent_
departments or agencies, or branches thereof, will not find unpredletably different
results from case to case. Hopefully, a- body of published uniform. p11nc1p1es, ’
practices, procedures and decisions will in’ time become availabie so that an
orderly process- of administration will- be the happy result. . Thiz will also help
in the-event- Judlclal T 'ew of such admmlstratlve aetlons should hecome
necessary. -

As a final observalton, I note than seemon 9 of S 1809 1equu'es gemiannual
reports to.the Congress, a.requirement which also appears.in 8. 789 and 8. 1809.
This is'good. - Howevér, I would strongly recommend. that there be added to the
information which those reporis #re to contain factual data on the actual cost of
every phase involved in the administration:of the laws govermng the new national
patent poliey. - This. will ‘he 1mportant if the.Congress is. to be able to: agsess
the true value of those laws ifi the futyre, Wezghmv the cost of their administra-
tlon against the possible losses to the taxpayer in terms of the: Government’s:

patent rlghts which allegedly are belng gwen away today in: the absence of such_' i '

laws .......... .
. It is my understandmw that ‘the: p1esent average: cost. to the taxpayer, :per
patent application filed by the Government, has been congervatively estimated
to be appromma.tely $2,000. This is a dn'ect cost which does not melude over-
head, but is presumed’ to ‘cover such funections as liaison betweern the’ patent.
adﬂsor and the invertor, followup of the ‘contract to obtain invention reporis,
gearches in the -Patent Office, drafiing iof drawings, preparation,:and prosecu-
tion of the application. In 1964 the total number of inventions made, by Gov:
ernment contractors and employees was 11,000 according to.reports understood
to have been received by the Patent Adv1sory Panel of the Federal Council for
Sciencé and Technology. At $2,000Der ‘case-—and nofe'that .- 1899, for'example,
calls for the filing of applications: on-alli pateutable iniventionsarising:out: of
Government-subsidized, research—this. would . cost the taxpayers at-least $22
million per year. Promotion of .the inventions to maximize their, utilization
involyes more speculature COStS. . JHowever, there may be & clue in the experience
which-NASA has had-recently. - It is’ understood that NASA devoted approxi-
mately $3%% million for such purposes in: 1964, and NASA then had: some: 15,500
1nventums avallable for pubhe uge..--At that-rate, promotion of -the Gove_r_n_mem;—
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wide total of inventions mightarun about another:$22 million:or a total annual cost
for the -overall operatwn of the Government’s patent pohcy program of about
$44 million. .

‘These costs Wl].l be bounﬂ toriy tremendously if the new pohey brmgs about the
acquisition by the Govermment-of.:{itle.to many ‘more. thousand_s of . inventions
each year, as is to be-expected..:As a taxpayer, I thlnk that in view of these
estimates it ' would be highly desn'able for:the OOngress to obtain: accurate reports
on the actual costs each year, so that:-a realistic :reappraisal -of .the value. of
any law resulting from the pills ‘here under congideration can. _then be made

APPENDIX “; . [0
' STATEMENTS ; '

Followmg is a'list of pubhcatwns by Howard Forman, B S (chemlstry),

_LLB M.A., Ph. D., dealing with the subject of Governinent Patent Policy:

“Government Ownershlp of Patents and the Admlmetratmn Thereof” (27
Temp L. Q:31 (1954)).°
-2, “Patents—Thelr- Ownersmp and Admmmtratmn by the U S Government
{Central Book Co., New Yorfl1957).

8. "Tederal Employee Invention’ nghts' What Kmd of Leglslatlon?” (40
J. Pat. Off. Bociety 468 (July 1958) ): ]
<4, “Wanted ;: A Definitive Government’ Patent Pohcy, (53 PTG J ‘Res. & Hd. 399
{(‘wititer, 1959), reprinted in Forman, ed;, Patents, Resear'ch and Management 509
{Central Book Co New York, 1961}

5. “Forgive WIy I}nemles for They Know Not What 'I‘hey Do,” (44 J. Pdt.
Off, Soeclety 274 (1962) ) : : :

6. “Impact of Governmert: Patent Pol_lcles on“ the Economy and the Amencan
Patent System, “ (Patent Procurement and- Explmtatlon, 181 (Bureau of Natlonal
A_fEalrs ‘Washington, D.C., 1968) ).

' “Government Ownershlp and Administration ‘of Patents” { Calvert, ed., “The
Eneyelopaedla of Patent Practlce and Management 360" (Reéinkiold Puthhmg
. Corp,, New York, 1964) ). N e
L8 “Presuients Statement of Government Paté
Legielatlve Actmn,” (20 Ped B. J 4 (wmter, 1965))

STATEMET\TT oF HOWARD I FORMAN PRESIDENT THE
PHILADELPHIA PATENT LAW ASSOCIATION

Polio'y': EA' ‘_S'Dl‘illé‘bbard':'fqr

_ Mr FORMAN My forma,l Wt ten statement more completely 1dent1—
fies my background of experience. But briefly {oday I would like
to.say I am a patent attorney. and pelitical scientist living and prac-
ticing in Phlle%elphm I-appear here today in's dual capacity—frst
ag president of the"Philadelphia Patent Law’ Associatiof and secondly

-asa private individual. ' L

The formal written statement whlch My, G alrman, you have agreed
t0-have incorporated in-the record;: ‘contains‘a statement by the board

of governors of our association re«ardmg S089, S, 1047, g 1809, and .

S.71899, together with: the- report and Tecommendations concermng

those bllls by our association’s cominittee on Government patent policy.

To conserve time; I will: read only a portlon ef the statement of the
board of governors. = : o

“They “earnestly comy end the Lerms ¢
bring toan end the unauthorized taking of. pa.tent r:lghte by the G'rovern—
ment except-when hational security: requires:?. -

“They “also’earnestly commend the'; prov131ons of Senete b111 789 end

1809 bt not in the precise form presently propoged.”.

Rather, “they very greatly. hope. that these two mea,sures might be
consohdated and then streamlined. in accordance with the accompany-

o ing recommendetlons of our committee on G‘rovernment pa,tent polley




Iosich o eoneohda,tmn could be effécted; the resultlng system Would :
ne flexible enough™ to- perm:lt eccommodatlon ‘to Wldely v ‘
circumstances. . ' .
“On the other hand, it is our view that 8. 1899 is unduly rlgld in its
terms and that 1t Would provide a less effective means for stimulating
renl advancement since it would increase the number of instances
in which the patent would' be owned by the Government end Would
therefore afford no real protection to & heensee P e
Thatis the end of that formal statement. - R
The rest will congist: purely:of my personel views.
In my formal statement T indicated at some length and. in; some
detail my. reasons for favorlng adoption-of 8. 1047 and- for. behemng :
that, of the three remamming bills; 8. 1809 comes.closest to representmg ‘
the kind of Government pohcy We shotild have.
I made some specific sug gestlons for emendmo' S, 1809 in’ some .
instances by adopting provisions.set forth in .7 789, But T will-not g0
into them: riow, for:Itrust that the subcommittee:and its technical
staff will glean ‘them from the written statement and can best, weigh
the merits of the respéctive su ggestions upon making such a reviev..
Mr. CGhairman, only a feww weeks ago, on-June.18 to. be specific, g
dehvered a talk: entltled “Grovernment Patent. Policy in the Twited
States” at the Ninth Annual Public Conference of The George Wash-
ington Umvers1ty Patent, Trademark, and Copyright. Research Insti:
tute. Lisent copies.of that talk to:you; Senator McClellan, to Senator
Burdick, to Senator Hart, and to your subcommittee’s chief: eounsel;
Mr. Brennan I requested then, and I worild like to Tequest now tha,t
that paper be incorporated as s« .part of my testimony. before thls
subeommlttee and Ehope you will consider this favorably.: s
Seléetor MGCLELLAN It Jmay. be reeewed ‘Il’ld pubhehed 1n the :
Tecor ’ ‘ ;
(’I‘he document referred 16 follows ) R

GOVE.RNMENT PATENT POLICY ™ 'I‘HD UN ! STATI:S

(By Howard I mean)

Presented on- J une 18, 1960 at-the N inth Arniual Public Gonference T'he Panent—'
Trademark Oopynght Research Institute, The George Washmgton Umvermty),
o Washmgton, D. VY L

Norn —T‘he vrews herem expressed are: entlrely and solely the responelblhty of 3
the author, and they do not necessarily reflect the views of his employer or.of
any other organization with which he has been or niafiy currently be associated:

Mr.. Chairman, distingiished gueste, ladies ‘and gentlemen: The 175th. anni--
Versary -we are eelehraung today is of the act of 1790 which:. established the
U.8. patent system:.: Ifis inte¥esting to rote that it was almost 75 years-after
that notable beginning,.on. June 8, 1864, to"be exdct, when a.law was enacted:
which authorized thezGovernment to take title to patents ag an incident to certain:
infringement: suits. : Perhaps that date could be considéred the beginning of :all
the ruckus we hear today about Government petent pohcy, in whlch case 1t (3
now over 100 years and still not settled,:

Actually, I prefer ‘to: consider” the aet of 1883 as the startmg pomt :t‘or

it was in that.year. that: Congress. decided to- authorize the-executive-branch-
to obtzin. patents on inventions of.its: employees ‘without charging the appli-
éants. any fee for filing the application, in: return for a nomexclusive, royalty-
free -Heense to the United:.States. .. In .thatf event;the ‘abortive attempts.fo.
establish a uniform: Federal patent: pohcy only.go back a little over:80.years:
During most of that time.each: Government:agency established its own practices
angd procedures; some. with and’ some: without any . stated poliey.- Although- i g
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brlls or resolutions: Lave been ihtroduced . in'Congress: Seekmg 1o establish 4
umform patent policy . fo.r &l Government departments and agenc1es pone has
. beén'passed to date.

. I will not attempt to explain the reasons why so many bﬂls “have' heen
introduced; why only a féw were passed which: established: pateut policies for a
few agencxes and why.we: have been between 80, :gnd -100: years:in ‘the process
of arriving at a uniform Government. patent policy. At least 2,000 printed pages
of such eéxplanations have been publishéd to fry to tell this stoty, and that’s
Jjust ‘eounting the- 3-volume, 1,000-page report of ‘the .8, Attorney General
which appeared in 1947, my-own book published:iri 1957 and 7.law review articles
I have written since then which: altogether itotaled. some 600 pages, the 100 or
so pages of the dozen monographs published by the Henate Patents. Subeom-
mittee in the past 10 years, the more than. 200 pages which have been devoted to
the stibject by the journal of the George Washington TUniversity’'s Patent, Trade-
mark; and. Copyright Research Institute, and.somé 100 pages of symposia in the
Federal Bar Journal.-I just don’t:have: the tlme thig: mormng to dlscuss the
facts represénted by all that material. .

In view of the relatively short time I have in Whleh to cover so much gr(}und

I’d 'like to get right down to cases and review the sitnation as it exists today.

Nothing could be: more tmlely for, af this'very mioment, Cohgress appears much

¢loser than if ever has-beén to the brink:of passing some sort of uniform: Govern-

- menf patent policy legislation. I'd like fo.try and boil down. the izsues for you,
cons1der some of the suggested solutlons, and ‘perhaps make a pomt or two of my
own

Our’ Government currently is spendmg at the rate of $15 pillion : per year on
researeh and developmetit. - As an incidence:of this work thousdnds of inventions
are, expected to be made and in fact are belng made. . Some. of- these inventions
may have great potential of various kinds., Apart from’ the1r being- useful in
solving actual’ problems which the Governmen't hag in’ connection with its

. conduct of ‘the Nation’s deferises, developnient-of our agnculture, and the im-
provement-of -our general health and. Welfare, the mventmns may be important

to the public in many other wWays.

Wlth the aid of these inventions the peop-le may reap a whole harvest of
new and’ better things with which to improve their way ‘of life if some of
those mventlons ‘are . developed for:commercial utilization. Neétw plants may be
built, :new. industries may spring.up, - .employment may :be “giver to:countless
thousamis and many more derivative henefits may result from these new develop-
ments. Assuming that this will be done by private interests ratlier than by
the Government, entrepeneurs who invest in-the dévelopmment-of these new prod~
ucts, who build the plants, hire and manage the people, and purchase the equip-
ment for them to use, will ‘2lsé stand a good chance 6f profiting on their invest-
ment if their efforts prove successful.. .

There is one slight catch to 'all this, however Inventmns are peculiar things
in that-their very newness -almost always:connotes.a sense of incompleteness.or
1mperfect10n, like diamonds in the rough Rarely are. new: mventlons 50 simple
and so complete that, with very little Thorey .or effort, they can be rapidly readied
for the market and quickly meet with commercial aeceptance More often than
fiot, the inventions: will-have: to-undergo. extensive. developmental :of product
engineering, -and: this postinventivei:developmental :phase ‘msy -take tens -and
‘hundireds of thousands: of ‘dollars, perhaps even many -millions of dollars,

. Phis might not be a .bothersome problem if-each stch-investment carried with
it isome!.assurance of success. But the developments- frequently may not turn
out:as. expected ; the products may not “eateh on” awith ithe public, ete. +The ex-
penditures-in such cases may be so probibitive as to discourage many people from
such undertakings --unless there: was: .someway of. guardntescing . a- reasohable
éhiance : of success. | At-the: very- 1edst; the:guarantee: should provide that when
the new:produets or processes are fully:perfected-the enéswho-took all the risks
would have a period of time within which to try and recoup his investment;.or
at least a reasonable shiare thereof; before having to face the merciléss onslanght
of open-market competition from imitators who, having: made mo such:expendi-
tures  for research” and development; generally cam sell-at much-lower prices.
Ag g rale, the only way such assurances-edn:be given is wider:the operation of
-our- patent ‘system. If the inventiohs ate patentablé,-and if & prospective de-
veloper: ¢an be given the right o exclude. others from practicing the invention for
a limited period of time, the risks can be balahced against the thus enhanced
prospects of investment recoupment, and the would-be éitreprenenr can be more
readily convinced to apply his capital, skills, and energies to such a development.



~If we. are interested u.n havmg as many--of such mventmne developed for com-
mermal utﬂnzatlon as. we, possibly can, commonsense would seem.fo sduggest.that
in those cases where the grant of sueh exclusive rights is a, prevequisite to in-
dueing, entrepreneurs to tackle the developments we should try our best to make
such grants available to. them If this were ¢congidered tobe in the public initerest
there wouid, of course, still be certain other problems 0 congider. One is. who
shonld.own the patent: r1ghts at the cutset: The Government? . The Government
contractors‘? The. Government employees‘? If it Is:the Government, the next
problem.is to determme the basis on which the. Government should gmnt Tights
under those patents o a potential developer of the-inventions in guestion.. Such
a determination .can, cause many -political. problems, Allegations of favomnsm
will be among- the milder forms. of criticism, and. more such unpleasantmes will
be bound to oceur. , On.the, other hand, if it is.decided to leave title with the Gov-
ernment’s employees ~or_contractors other questions must arise. - Mainly .they
will- concern the equitigs .involved in the Government’s forfelture of claims to
potentially valuable rights: whlch at ﬁrst blush, would appear to belong to the
Government  {and-hence to the taxpayers) sinee: the. inventions arose.out of
research. aud development which-were at least in part pa1d for out.of pubhc fiinds.

..{Until very. recently, ‘in congidering rﬁhe complex.problems involved in determin-
mg & satisfactory.. Government, patent. policy, few .people gave much f:hought to
the inventions thethselves. - “The inventions were just, pmwns in.a p011t1cal chéss
game, - Almost o one;seemed to.care whether it was important; in. the public
mterest that. as many as_possible. of the inventions in question should.be de
veloped for  commercial. utilization, Certain minority, but. outspoken, - faetlons
in.both-. the executive and legislative. branches of the Goyvernmerit, have demianded
that- it. ehould take title: to;the inventions on. the theory. that . Pederal funds

" paid for the researeh from -which the invenfiens were spawned, and the Govern-
ment-therefore should. he. entltled to receive all the. fruits thereof mcludmg full
rights to-all the inventions... In bnef .they haye said, the. taxpayer should not be
made t0. pay twice.for the same inventiong, oncedn the: form of public funds, for
research -and: development contracts, or salaries, and.again in-the form of roy—
alties when the. inventions are sold or. licensed fo a commereial. operator.

.. What. would happen, to the inventions themselves after the. Government took
title? - Several alternatives.have:been sugg ested. . :One is. that the, mventlons
should . be placed.in the public. démain by (pubhcatmn and. dedication,.
is that the Government would. take out.-patents on.the mventxons and.
cenge anyohe on..a nonexcluswe bas1s with .or. vnthout ‘a relatwely modest
royalty:. Oniy ‘recently has it been suggested that.in some select. cases the Gov-
ernment might find. it desirable to license on.axn. exclusive basis, again with. or
without the payment of a royalty, with the deﬁmte reqmrement that. the licensee
give. emdenee that it has ‘bronght the mventmn 1o the. point of commereml ac-
ceptance in a smpulated period of ‘time, ot else forfeit the license. In sonie spe-
cial. few instances it:-has been pmposed that the Government . nng*ht undertake
to. manufaciure. important; inventions itself, rather than chance their going un-
developed because pnvate mterests .d1c1 not ﬁnd them suﬂiciently attractwe or
too, hazardous to tackle onvheir-own.

- Note that in all of these. Suggesblons'a prmc:lpal obJectlve 1s the- ublllzatlon of
the inventions, They differ. from each other only in their methods of, ‘accomphsh—
ment., In effect,. ynder.. one extreme the inventions would be completely- outgide
the. patent system ~vith. 1o 1nducement to’ manufacturels in. the form of ad-
vantages imherent in the right to operate on:. an exclusive basis for-a ‘Vmited
period of time. At the other extreme,. the. inventions would be subJecte(i to the
protection .afforded by-the patent system, and:the promoters of the. mvenf;lons
would -have the help of .a headstart over thea.r competltors .

I.do not-mean to suggest that only, inventions which are covered . by patents,
and. which are. excluswely Licensed, will attract manufacturers .and .develdpers,
Thére, Aare, of course, nuUmMerous instances -where the potential market is so
enormous, the requu'ed investment for development relatively so. small and the
risks of fa11ure .80 limited, that many éntrepreneurs will be attracted to practice
inventions without the beneﬁt of any exclusive rights. .But the chances cbviously. .
ave much greater that, if given some headstart or leadtime as can.be done by
exclusive patent, rig hts, in many situations mventmne will be manufactured which
otherwise might remain completely unattractive to would-be manufacturers. I
don't have to 1llustrate this point. for you by examples Just ask yourselves the
questlon Wouldn't yéu be more inclined. to invest $10 000, .or, $100,000, .or $1
million in the dévelopment of a’ new invention if you felt that you would have a
fair chanee to ﬁght off 1m1tators who are mtent on pricing you out of the market
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by eopymg your mventlon a5 soo 'as it'is mtroduced 1nto ‘¢o eree‘? Wouldn’t

you feel it is oiity reagonable to have sonie protection ggains such imitators: “ankil

vou bad gotten baek some of your 1nvestment dnd pérhafs had “sold"™ the pablic

on the merits of your invention- before soine cheap’ imitators mlght Sotr the

consumer by puttmg out eop1es of yom 1nvent1on that Won’t “worl- of ’last very
: long

Yesterday, Dr. Hershiey told how ‘the D" Pont Co. felt about the 1mp0rtanee of
havmg a sound patent position’ before investitiz $1 million or sometimes: $o() to
$60 miliion in a pew development. ' ¥f a company 6f Du Pont’s résourees and
preémininee in'its field finds it must rely on patents, it should be obv10us that a
small concert. oF’ ‘independent inventor’ needs that protection’ far more. - -

Some yearsg ago the late Circuit Coourt: Judge Jetome Frauk, in commenting
uporl the then curreént abusés of the American patént system and the need- for
legislative reform to eliminate the opportinity for misusing patents, stated
“# ¥ % put e Tt be careful not to throw out the baby ‘with the hath water.”

" Likening the patent’ system or paténts to a baby calls to 1 hind the Biblical story
of King Solomon whi was obliged to decide which of two Wailing womeén, both-of
thm clalmed to be’ the mothef of an mfant chﬂd Was ‘the real mother You’ll

ch11d rightfully helonged he 'woiild be ‘¢at in two' and give éach WOman a half
One of the women said that would be satisfactory to her; but'thie other said, “Oh
fio, ' my king, give her the ¢hild:” Solomon then reallzed that the latter ‘was the
reql mother, for she preferred to give up fhe: ehifld ‘rather’ than perm}.t it to-be
$lain, and he” awarded the child:to herl” In & imila ‘Way the dontriversy: over
who tionld ¢%Wn ' righty to mventlons and patents’ arising out of ‘Government:
-gupportéd résearchand developmeiit malkes one wonder ifwe don’t need 2 modern-
day Solomon to pull’the’ gort of stunt all'over sghid. * o
Too many people’ in Government circles are concernmg themselves with the
. possibility of “g‘lveaways” ‘of patent rights to Govérnmeiit- contractors Be‘hevmg i
that they are protecting’ the’ piiblié’ interest, ‘they areé clamnng th#t the public is
the true “mother” or owner of the child ({he “¢hild’” in thi§ case’ bemg the patent
rights ariging out of Govérfiment contractd), and they want to ‘¢t up the ‘child
and hand ‘over parts of it to as’ many people who want-to ¢laifh a share - How
11C] ¢ to help the £hild grow to ‘maturity, and to let thé redl “Ingther’—
the pubhc——share in’ the’ benefits of such fally developed chﬂdren who can then
make contribitions of their own tothe benéfit of mankind.' i
Accordmg to the Natloma.l Selence Foumiatmn, d:he Govefrnment now is puhtmg

ment ‘in this coumntry.  For the sake of dISCIlSISlOIl, let Uy assuime that the pro-
portion’ of ddllars epent for reeeareh éan be roughly eorrelated with the rimmber
of patentable inventions wWhich’ arise dit of the research. " Lot ug further astume;
in order to keepy the numbérs’ smill enough for easy eomtemplatlon, ‘that every
vear ‘the total number of pa,tenta,ble inventiohy made in this éountry is 1,000,
This would mear that each yedar: wpproxmatelv 700 out'6f 1,000 pafentable inven-
tions would be subject to whitever decisiohs are made’ Wlth rega.rd to the Gov-
ernment’s patent poliey. You can surely see that ‘the’ wiy we handle" those
1nvent10ns will - become mighty importdnt to the: grees ‘and future of this
country”’ w‘hen you considér that the prodiicts of the invebtive genius of this
country” are net unlimited, They are national fggets which must be epnserved
and nurtured just like orr ‘tifiber Feserves and’ onr farmlands ‘We cannot
_afforc‘t 10" 16t them become decayed or eroded throug'h lack of uﬁe We must try
acnd tittiize dg piany of them as we'possibly can,

Those of Fou who have been” intimately involved, ot for orl:her reasong have
followed the great débates over Governmemt patent policy in'the past decade,
probably ‘are wondering why I Baven't as yet said a word about the relative
merits of the propoelrtmne that the Government should ot should not take title
1o the inventions in questlom the frankly, I Tiave left that issue for last
pedande it’s the fmore complex one to denl- with, and ‘the ‘one which 1s far more
dlﬂicult to Tesolve to everyone’s satisfaction’ - It's the ‘igsne that imvariably
‘brings ap heated amnments, generallv ‘chinrged with emotmnahsm ‘gnd not guite
ag much lueidity. -~ What's more. in m¥ hunible judgment, it's’ the Teast: 1mp0rtant
ffwtm to cnnqwder_fmm the public interest point of view. T we could all dgree
that. from th v1_wpmnut ‘of the Nation’s welfare, it ig more 1m.p0rtant to figare
out how to: maximize the ut111zat10n 'of the inventions than it is to WOTTY about who
qhould ewn the mvhtq fn them I heheve we would aﬂfree much more readllv and
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umvelsally as to who. should own-title to the inventions,. and whether any.co d.1- )
tiong should be attached to such ownensmp

The-sophisticates among. Fou in this field of Government patent policy know
the arguments which:have been advanced by the Governments’ contrac.tore a3
to: Why they should. be ‘allowed. to keep_title. The main one .is. that the ‘con-
tractors nsually sought.by the, Government are thiose who hive had a good, deal
of background know-how in a.given. arez of technology. They probadbly have had
years of  eXperience; . and Jhave plants,. facilities, personmel, all of wiich were
assembled with, prwate mvestment Ag a. rule, they.can be expected to solve
the Government’s research problems with the best possrble goliztions, in the
shortest period of ‘time,. and ‘therefore with the least possiblé cost to the Goverti-
ment, Inventions whlch Jnay. Aarise out of their contractual operations can be
expected. to.be. the product.of their haokground know-how as well as of any
advance in the art, ot foreuround -develgpments, which . they may chance t.‘?-
make in the eourse of working on the Government’s assigned problems.

Tt will genérally be impossible to:defermine how much of the. background

and how much of the foreground developmental efforts went into the making .

of the inventions. Whether considered in terms of cash, personnel tlme, faoﬂmes,
or know-how, if the amount of 1nvest1nent by either the Government or the e Tt
tractor is to be the basis . for: determmlng the respectlve equities.in the 1nvent1 's,
the. baby; dnudmg deciston that ng Solomon bad te. make becomes a smgle
one. by comparlson Obwously every. contraet eltnatlon wilt be different from
overy . other. .one, and. the equities, may range Arom zerg, percerut 1nvestment of .
backglon.nd developments b ontractors in some mstancee, to pel‘haps
90 percent or more in others .
. Apart. from the obvmus problems mherent m attemphng to balance such
nebuloys -equities, there are BUIErous other problems to be conmdered which
X ha.ve time only te mentlon brleﬂy .For 'example, the incentive of the con-
iractors to report. all mventmns ‘w1111ng1y and fully is bound to be. legs when
the contraetor does.not Keep: title to them., :If the Government takes title, there
gtill is the Job of evaluating the entlons, patentmg them, de(ndlng whether or

to et patent and other techmcal pe1sonmel to remew the contraet records to
make ‘certain all 1nvent10ns are reponted .to evalnate them, to prepare- ‘and. pro-
secute applications covering them will be.a serious problem

The cost of doing all th1s is'a factor which .should be given. senons cons.udera- .
tion. Xt has been suggested that to leave the rights to inventions thh contractors
is to gwe awsay benefits that belong to all, the texpayers, - No. one will be able.
to place & dollar value on that, alleged. glveaway, beeause. no- gne. can’ ever tell
what the intrinsic value of such inventions are when they. have not. yet.been
developed for the. marketplace, and. the. costs of sich development. and. the
ultimate price . which the.consumer. is. Wllllng to pay. for them have yet to be
détermined. But one can estimate Wlth some ressonable accuracy just how
much, the taxpayer will’ pay in Aactual eash if the Government proceeds to fake
title to all.inventions arising out of its contracts.

I have been. adwsed that,some Government agenmes calculate thelr present
average cost of . evaluatmg, filing,- and progecuting a patent apphcatmn 1o be
$2,000. This is a’ direct: cost which does not. include overhead, but is presumed
to eover such funetmns as liaison between- the patent adyiser and the inventor,
followyp, of the contracts to obtain invention: reports, searches . in the Patent.
Office; -drafting of .drawings, preparation - and .prosecution of .the..application. .
I 1964 there were 11,000 inventions made by.Government. contractors and
employees, according to.the Patent, Advisory Panel of .the Fedelal Gounml for
Smenee and Technology At $2,000. per. case, ‘this veould amount to some $22

. mn of these lnvent;tons to maximize thelr utlhzatlon 1s undertaken,
the. eosts “will increase .by at least that same amonnt. In 1964 the: National
Aeronautlcs and . Spaee Adniinistration .devoted: some §3%. nnlhon to promote
gome 1 500 inventions available for public use. At that rate, promotion.of the
Government vwide total of patents would run to $22 million. Thus the; total. bill,
under the current practlces of most Government agencies aceording. to. which
title 1s taken only in a, relatively small percentage: of cases, would be. over. $44
mllhon If the Ieg’rslatmn now pendmg on Congress should cause & sha¥p increase
in the number of cases to which title is taken by the Government probably
amounting to many more thousands of inventions, the taxpayer will be paying
on  the order of perhaps $100 m11110n oT more each year for these ‘pPrograms.
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Compared with' sich real measurable expendlt;ures, ‘ihe soicalled’ grveaways ‘of
nebulous patent rights might turn out ‘to be sei¢alled “chicken feed” by ‘com-
parison.” In a statement which I-subinitted to the’ Sehate Patents’ Subeommitee
2 weelks ago, T suggesed that if' any ‘bill i8¢0 be: engcted’ which plane to take
title to mahy inventions and patents, as has been proposed it would ‘be desirable
to higve that law réquire an anmual réport’ to ‘the’ Congress of each -anud every
cost of administering that program.  Thel, inyears £o come; Congress can have
some factual data o whmh to décide to continue or térmifate the Drogram.
- Now, for some final ‘and conerete cbseirvations. After a decade-or so-in-which
the whele matier has been gathering ‘mnomentumm: in'thé Congress, the issue of
a, Government wide, umform ‘nationsl’ patent “policy’ ‘appears finally to -have
'reached the 'decisionmaking point.: Three billy in thie' ’9th Congress at the present
tinie are-the foeal points of this aitention. Two of thei ire 8¢ close together in
principle, namely Senatér Raltonstdll’s 8. 789 and Senator MeClellan's 8. 1809,
they may be corigidered as représenting the“sane general approach to the prob-
Tem.  The other one, 8. 1899, mtroduced by Senator Long, of Lourelana, repre-
ts qmte a different approach
,'l‘he ‘Melellan ‘ahd™ Saltonstall’ bﬂle T r' elosely parallel ‘Al memo - and
dtaterment on’ Government patent policy which former President John T Kennedy
igsted on ‘October 10,1963 That directive, 1n01denta11y, eurrently is being fol-
Towed by all Government ‘departments and *‘ageneies ' which are not by statute
bound £o- follow sorte other patent poliey.- ‘"These two bills; 'and’ theé executive
branch directive, in¢identally, seem to be wmmng gapport and- mdorsement from
most of the industrial and patent bar groips which testified at- Benate Patent
Subcommittee hearings held earlier this month. In essence, all three tend to
leave ‘title with Government contractors except in deitain specified situations,
e.2.} where the field of research is a new one to the contractor and the Govern-
ment hds ‘made or is mdking substantiglly .all the finanecial investment’ mvolved
Where the research ig'in the pnblic ealtli: or welfaré areas, where the contract is
16 develop oOr- 1mprove things intended for dUsde by the general public, or ‘Where
‘the contractor 18 to operate a Governnient-owied facility. ‘Provigions dre made
for compelling the contractors who are perm1tted to retain’ t1tle to bnng the
inventions to the point of practmal appheatwn Fajlure'to' do 50 may Tegult in
the voiding of ‘rights given 1o ‘the conirac¢tors or 'their being obliged to grant
licenses to others to praetlce the inventions:: Thus, by ‘either ‘compulsory’ workmg
- or ¢ompulsory licensing brovisious, the present Ken_nedy ‘directive-‘and theé pro-
Toged MeClellan and ‘Saltonstall billg ave alnéd it promoting utilization’ of the
invéntions to which the Government’ does not’ ‘cldim ‘title.” As to those ifiventions
Whoge - title ig"claimed by the Government,: elther: exeluswe or noneaclusive h-
cendes may be granted inder gpecified circinstances,

The Kennedy, MeClellan, and Saltonetall approaches ‘to the problem ‘of’ settle—
ment of the Governmeént patent policy eontroverey are as close’to béing in' the
true public interest as any bill or regulatlon can’ be, and yet stand a reasonable
chance of bemg enacted into law in -theé present pohtmal climate, Their" only

- drawback is that, in attempting to resdlve’ the so-ealled efuities between the
Govertiment and the contractors, instead of providing for Solomons they are
_estabhshlng Shylocks I1i those cagés where the -Governimént's procurement
officers ‘are going to hiave to detérmine When to take 'titlé and when not they
will e plagued to the awful respoumblhty of exacting Just ‘'one pound of patent
- “flesh,” no more and fo less. - Of course, if a’ éontractor feels he hag Heént made
to bleed theré are prov1s1ons 'for' administrative or judicial’ rewew, and this
might golve guch problems in the best Shakespearean traditions,

" The Liong bill is essentlally a titlé-ib-the-Government approach with prac-
tically no ‘excepticns. -~ Seénator Long, unfortunately, has been completely ‘gold
on the notion that leaving any patent rights with eontractorsis shider’ folly.
Foi Fears he could only see theém gefiing richer and bigger and stronger, as they
aré permitted to acéumulate patent rights on'inbventions arising out of Govern-
ment’s contraets;, and he'décried the fact f;hat this tends fo make them more and
mors monopohstlc Only recently has he given comgideration to the utilizdtion
of ‘inventions which the Goverhment would acquire by his current legislative
proposal dnd -provision is made for licensing them, with or without _roralties,
under Such terms asg would bHe establishéd by the admlmstrator of any agency
newly estabhehed for the purpose In the long run, it is submrtted th1s type of
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Iegislation will not:be in the true public interest for it will.do far less to. promote
the. utilization of Jinventions than will the MeClellan, Saltonstall, and Kennedy
approaches that encourage the orlgmal inventors or asmgnee—contlactors 1o de-
velop the inventions which their expertise helped to ongmate

Although I do not believe that Senator Long’s approach ig in-the publlc 1nte1-
est, I do. believe:that Senator: Long ‘has-done this Nation ‘a great service. by
carrying on a relentless and effective campaign. to enact legistation which iwill
embody hig concepts. of a uniform Government patent policy. Wlthout ‘his
efforts there undoubtedly would not have been created thé issues which spurred -
President Kennedy to -issuehis diréctive.: His piecémeal legislative eﬁ’orts,
by which he has succeeded in:tacking:on Government patent-rights-title-taking-
amendments to several bills that have become law in the. past few. Fyears,. un-
doubtedly will prod the. Senate to acting on whatever bills on the subJect of a
Government-wide uniform’ patent policy’ Senator Me(lellan’s Subcommlttee on
Patents and its parent Judiciary Committee reports to the full Senate: TAt the
same time, credit must be given to-Senator McClellan for his painstaking efforts
in resistlng the hurried and harried piecemeal legiglative approach, andl, his
patient sifting of testimony and evidence in the quest of an acceptable. Govern-
ment-wide law. In this éffort, of course; he is being aided by the considered
inteérest. and support of a:number of members of hi§ subeommitiee.’ Only- 2
weeks ago, incidentally, Senator. McClellan successfully led a battle on the'Senate
floor to prevent adoption of Senator Long's amendment in connection with a.vital
NASA appropriations bill, In the.course of that debate, by the way, several
Senators vowed to do thelr utmost to promote the passage of a umform Fed ral
pitent policy bill this Fear::: -+

- My one lamént at the moment is- that all the leglslatwe proposals Whlch purport
to establish a uniform' patent policy. for the-Government have omitted any-ref-
erence to patent rights on inventions made by Government employees. They are
currently being administered by the Patent Office’ pursuant to an’‘executive grder, -
in‘a more.or less secretive manne¥, and apparently will¢ontinue o ‘be-so unless
Gongress doeg. something' about them too. - If maxumzmg mtilization. of: inven:
tions ansmg out of Government-sponsored regearch.is to be-an objective.of: any
legislation in the interest of giving the public the advantages of ag many- as
possible of the invertions’ developed under the inducement of the benefits of ‘the
patent system, shouldn’t this alse! apply tolinventions of Government employees‘>
Certainly,’ 4 truly umiform;-national policy regarding rights. to-all inventions
ariging out of Governmentsuhsidized research will not be achieved wuntil the .
problem of those inventions is also disposed of by statute. (Those inventions
should not be treated like unwanted orphans; they are just as much ‘a part of
our national assets ag inventions made by Government contractors,

‘In concluding,. I 'will:obgerve that it:mist be-apparent that. this whole area of
Government patent policy. iy a: difficult, matter. It is eonfusing to people:who -
cannot consider. it from a broad phllosophmal outlook such as I have ontlined
foi-you this morning. ‘T wili: cite one instance of Such confusion that arises when
almost.any. aspect of this subject is discussed. On-April & I was privileged to
serve as moderator of the sympoesium which opened the 175th anniversary of the.
batent system: at the Sheraton-Park, here, in Washington. : One of the three dis-
tingmished persois who spoke that mo-rmng was an mternamonally known labor
leader whom I greatly admiré and respect for his tremendous achlevements in
many fields of> humar relations and pulilic welfare. In discussing our patent
system he pointed: to-many. of its;faults;which. prevent inventors as a whole from
obtaining greater rewards for the. products of their “blood, sweat, and. tears.
He had my complete sympathy there. But then he went on to 1ndorse Senator
Long’s view that, in the field of Government confracts for research and develop~
ment, mvecntmns and patents o-btamed at‘public expense are being given away
with Tittle regard- for the economic. and: social consequences, - Hig recommend-
ation was that all patents developed at public expense should be put:in the public
domain. What he failed to appreciate, of course, was that if this were done there
would then be no way of getting for the inventors a share of the profits of cther
proceeds which he was advoeating they ‘should have  In other words; he was
suggesting that we should kill the goose that lays the very golden éggs which he
wanted to have shared. Or was.he in favor.of cuttingup the c¢hild because hewiag
unhappy with the manner in which its “mother” was heing determined? ; Shades
of King qolomon, or should I say Senator McClellan?
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My I‘ORMAN I beheve that the prepared statement which- I-sub-
fnitted prior to-June 1 and the talk I just referved to'amply set forth
my general views on ¥ederal patent’ pohcy :md my speclﬁc views on
the bills you are considering here today: -

I would like now to dwell only:on the: mam reasons- why I beheve |

'legls]atmn of the kind embodied'1n’S. 1809 comeés closér to being in the

_public interest than any of the others, and why S. 1899 is the Turthest

of the three bills from being in the. pubhc interest.-

"The proponents of leglslatmn represented by S 1899 make these
thiree principal claims;

1. The public should not have to pay a, second time through Foyal-

‘ties or higher prices for. inventions which arose out of research and

geveilopment ‘which was at. 1ea,st in-part pa,ld for out, of Government
unds '

-9, “Numérous vaernment-orlgmated_ unpatented technolomcal ad-
v'mcements have been used by industry. : Hence, the- a,rgument that a
patent.is a mecessary inducement: t; 'dev opment ef mventlons for
commerce by industry is invalid.”
8. Leaving patents i the hands’ of 'Government contractors. only
tends to increase the size and wealth of large «corporations making
them:.more monopolistic, more and: more! culp ableof- amtlt.rust viola-
tlons, and more likely -'-to_adversely affect’ sma,ll busmess’: L _
* My answerto these claims follows: :

T believe that.if the public could’ be gwen the whole et,ory, without
the headline hunting labels such as “B]lhon—do}la,r c-wea,ways,” the
avera “person would, sgres with me: -

%’l péct to the first point—in the Ionu run this country and all
of its people stand to Benefit, far more if. more and more.inventions aré

- utilized—that is, made available for use by everyone-—than if they are
allowed to Iie fallow because. no one’ Wanted to take the msks of ‘in-
. vesting in their development. '

L for one, would gladly pay. an: extra, premlum in royaltles or hlgher
prices in order to.get the benefit of anew laborsaving device or possibly
a lifesaving invention; or something which increased my standard of
living. T would much rather get those benefits even if my taxes did
help. pay for the 1nvent10ne tha.n to run: the mek of not havmg them at

-.a,ll

Gentlemen, Would you ob]ect to sueh go- called double pﬂ,ymente 1f
they resulted in the development of a cure for cancer or even if it just
doubled thé mileage yon could get on-a. gallon of gasoline in your
automobile, especl‘fily when you tealize that under-our patent system,
after 4 stated number ot vears the 1nvent1on will- be in’ the pub]lc
domain. A TR

“ Tknow Lwould' certamly not. ob] ectat all L Y

.. I.would like to point. out an illustration T have repeated ma,ny tlmes
before many groups to show whiit T thlnk 1s the real issue here; or at

ledist one of the major issues.

“Our technological 1nventlve Veblhty in this country is- necessa,rlly
limited. . There are- only so many-inventions that can be made in a
given year. For sunphcfcy s sake, I llk to consider this in s1mple




We can make, lets say, a maxlmum of 1,000 patentable 1nvent1ons '
in a year, 70 percent—— - . ,

Senator ]N}JOCIIELLAN . What do-you mean make a thou nd
tions?. Who knows how many. mventlons ma.y gome- thls year and .
how many next?- ' -

. Mr. ForMan. We do not know Senator, of course, ThlS is merely
a simplified hyéoothetmal 1llustra,tlon to explmn a pomt ‘

Senator McCrerpan., All right,: ' o ‘

Mr: I‘ORMAN Let us say that in any glven year only 1,000 mventlons .
are made in this country.. They constitute the total productlwty of
the inventive gemul of the entire Nation. These invéntions are na-
tional assests, What we do with them’ ‘may determine the country’s
future. They certainly will . determine the progress of the country,,
and maybe even-determine the existence of the country itself,

-Now, if 70 percent of all the money. spent in the Utited States for
resea.rch and development goes into Government, contracts—and if we
roughly correlate this in ferms of numbers of inventions—this could
mean that the future benefits to our Nation from 70 pércent, or 700 out
of the thousand inventions. are going to be resolved when you settle
-this question of Government, pa,tent pohoy

- Now, how many of thoge 700 inventions can we aﬁord to let o, down
the: drain because-no one wishes to undertake their developmenH “We
never. know but that;one of those inventions might be the cure :Eor
cancer; or it mlcrht be the means for the ca.usmg estabhshment of anew
1ndustry, or it mlght be the answer to some national defense require: -
ment. - Because we never know it'is 1mp0rtant that we do-whatever we
can to develop . «every. one of those Inventions that we can. posmbly
utilize—and not just.be satisfied with a “paper” invention. =

- With regard to point two, of course, patents arenot. necessa,ry mduce- '
ments. for the . development; of all inventions. , Indust: constantly
brings to the marketplace relatively. simple, \unpatentab e inventions .
for which there is much demand., ‘When there is very little inyestment
required, there is no great worry about competitive risks and no con-
cern over the llkehhood of imitators coming out with' cheap-iritations
after an expensive investment, h&s bee made n research and develop-

. ment by someoneelse. . . - o

.Now, if the Government wishes to ﬁnance all the risk. takmg research
" and development, work in its.own, lahoratories,as when thé Depart-
~ment of Agriculture makes a new. plasticizer out of an epoxidized oil,

or. develops a.new dialdhyde starch;,it is a simple- problem -to. ﬁ_nd
manufacturers for those kind of products Such situations only prove
how important it is for the manufacturer who has to invest his own
money to develop an.invention.to have it protected by patents. -

There are always people who are ready to imitate after the develop-
mental rigks are no longer a factor. . .

The real difficulty is in finding ma.nufacturers ‘who W111 undertake to
: develop an invention when the.research and development is expenswe
and the risks of success are extremely great. ..

. Now, I would like to cite an actual case h1st0ry ‘which I not only
know about—I was a.ctual]y mvo]ved in. the negotlatmns which I shall ,
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B desambe I ﬁleﬂ thé full case 111st0ry with the chlef counsel for thls

subcommitiee, .
"This involved ani

had to'do with extending the shelf life of ‘blood banlk blood.  This‘is

- the blood that, the Red Eross and other agencies gather-and then put

on & shelf. Tt gdes bad in 21 days under Movmal clrcumst%nces You '

normally cannot prolong its useful life as wholeblood: &

In the case of open heart surgery, in the case of mtua.tlons where you
aTe trying to get blood to'the far corners of the world; 21 days ofter is
not enough,. Tris important if 3 you can'éxtend the lite of that blood: by
. another Week, _another month, or’ longer, becmse blood 5% commochty '
’ you judt canmot get any timi you wantit, '

Now, the, Jefferson Medical ollege £ Plnladelphm ha.d some §ur-

* geons who were interested in tiying to'develdp aVay of extending that

blood. l1fe, they received some’grants from NII—I ‘and they: tried to'do

i job. . They found them elve,s at an impasse. They could notisolve

the'p blen They had come Up to” a pom 'md they found out tha,t
they were not getting overthehimp. - T B

They went looking for somebody Hutiide -an" e'X'pert who could help
them. They found such a mal, an'experieiiced ion exclignge cliemist
known ‘the’ world over. Tle- ha,ppened 1o be thers in- Phlladelphla

‘the company ‘where T happen fo'be ‘employed. < Fletwas
elp.” rvicesd were volunteeréd grati ously
nds.of ‘dollars of ‘his tirie ‘wnd mate,rla.ls were given
i ]]ventually, the problem’ was solved, 4n inventioi
ha,ppened to be ade, and’ the inventicii has proved to-be: patentable.
The qliestion is*~Will this inventio get ‘out ints the Public? « Will
this invention b veloped for use by ‘p"eople all aver the country? Tt
has Worked i the laboratory, and thé teclinical’ people “hdve reached
X . wh hey thitik and kiow it will ' be ‘useful - for saving
But there are ‘considerabls gk in the development
Niobody dan gumrantee thiat thig’ mventlon when tried ‘out’ 111 mass pro— :
ductmn id'&oing Lo work SuCCBSSfU.]Iy ! #

The J efferdon’ Medlcal College axig "0111' compa.ny both of Whlch have
" had ‘no background; incidentally; ih developing this type of inven-

tion, went looking for somebody who had the experience and: the in-
"We found' only five laboratories in/ the country, five com-

al companies, that had ‘the' ‘required’ backgrounid o] experlence
They all decided'it wastoo great @ rik to get inito:” 'Oy one of them
declded to'take the chance a,nd that was Baxter Laboratorles, of Mor—
ton Grove, TIL -~ ‘

Senator: MCCLDLLAN Well HOW, they have the excluswa rlo’ht to 1‘[‘a

Mr. Forsan, No, sir—I have not come to thaﬁ; If I ma,y, I will
brmo it ot in just & moment.” :

Senator McCrerran. Allright. - I WI{II be: p‘ttlﬁl’l’t o SR

 Mr. Forman. Baxter ‘said tﬁey Were interésted, but thev made some
computatlons and fAgted it wonld take a million ‘and 4 ‘half dollars
to bring it from the point, where ‘it was it Fefferson boratories 1o
the, point where ‘théy ‘could put’ Jt‘ i ians an
geons' throughout the country. A RO

They asked what the patent 51tua.t10n was. Wre went down to NII-I
_-to try to straighten this question out, because under the grant Jeffer-

‘fnt ' ‘whlch concerns thie’ Savmg of 11fe It

PYTER
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sON could keep the.rights; provided: they had a.patent- pohey aof their
own whereby. they would: exploit. the; pa,tented inyentions: ThlS iss the
general policy In connection with such grants. 3
. Butiwheii it was pointed.gut that, our company, because of itsiem-
,ployee, had also been a. partlmpant a joint inventor:heére, the questlen
was raised, Would-we yield our: r1crhts cor: how. else should the situas
‘tion be handled? They did not know becanse they appwrently haid
_ never dealt with, that kind. of situation, and there was no provision
inthe; Departmen of Hea]th, Educetlon, and W’elfare reaulatmns
which covered, it: - :
- We had some dlscuqsmns w1t11 the Surgeon Greneml ‘md ﬁna,lly
was pointed out that, under. the. Qctober 10, 1963, memo.and, state-
iment of -the Presﬂent on Grovernment pa,bent pohey—whlch stregses
the desirability of utlhzmg all inventions-in the public interest. at
every possible opportunity——it was: for the.good: of all, in. the public
interest, to get this invention ouf of the labora,tory and. do everything
 that could be done to make it available to the public.. “They: agreed—
‘they said all right, finally—*We will agree. to permlt Jefferson; to
grant. a5-year-exclusive. period. o develop: this invention—5 :years -
from the time that the Food. and: Drng Administration and the Divi:
sion..of Blologlca,l Standards' ‘approve. this invention for. pubhe use,”
This much time, it had been: ‘estimated by Baxter, would.give thema
_ charice to recoup about 30 percent of that. million-and-a-half-dollax
investment.. They ficured: that; they would take their.chances on. ye-
" couping., the rest .of the- investment and ma,klng 8 proﬁt oni it-1n; the

' ,Ilonechu51ve -period - after. the exclusive -period expired,; r ;
sheir, eadtime”. to put, them ina competitive position;
vIncidentally, I ought, o point out. that the.grant. was for
$15 000 and our company invested about:an;eé ual amount, $10, 0()0 or’
&;15 000, at; that point—or.a. total. of abont $30,000. As Dr. Price
pomted out earljer this mormng, relatlvely small sums generally are
. neaded to make a given Invention. But, as in this case;-a million: and
a half dollars would. be.required to: reduee thatqnventmn"to the pomt
* where it conld be,nsed by-the pubho ; .
Baxter agreed to accept the license Wlth the 5 yea,r exe]uswe emod
-.Then. the Department;: of. Health, Education, anchelfa,re ecided

_ s, was.not, sufficient,,: "They Sa—ld—lt 18- ‘1,11 mgh% to give.ad-year
_ exc.11151 & and ther, say 1t will.be opened np honexclusively to any other
manufacturer who wants. to make this; later—“But suppose; Baxter,
you use.some. of: your;background inventions that you had before-you

_ start work on this development Or SUPPOSe YOU. Use- some: new_;deas
that you make in the course of investing your $14% million-these in-
‘ventions might be.desirable or ‘necesgary to the production. of the end
product.of vour. development that.is acceptable for the: commereial
market, .. Without these added: ideas, what good will a nonexclusive
license be to.s potential second or third produeer after your exclusive .

: .pBI‘lOd ends2 -We' would 11ke you: bo yleld those r1ghts to the: pubhc,
too.”, . ,

’Well thls was askmor Ba,xber to glve up 11;5 commerelal bl].‘ﬂll‘lg'ht
It may. have spent many. millions before on some of the ideas that they

-had.in.their;own research. department: - Besides the $114: million they
Wers plammng o spend to reduce the mventlon to a praetlcftl embed-l
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* mient, was their own money.  ‘Why:should they sha.re rlghts torinven-
- tions whﬁlch may: be: mede ‘through researoh done entlrely et thelr oWl
expense

“Well, after 2 years of argulng up end back Bexter ﬁna,lly saad they
could, not eﬁ'org to-take the Tisk under the supplemental conditions
imposed by the Deparhment of I—Ieelth Eduoa,tlon and Welfa,re a,nd :
the withdrew. -

_ might point ‘out’ tha,t thls exa,mple We]l 111ustra.tes how imp ortant
1t is ‘to give developers of inventions the inducendient of - ‘protection
against cutthroat competition- for at least a limited period:of time in

- order to get people to take:on the development-of’ 1nvent10ns Whloh In-

volve great, risks as to the chances of success.

Senator MoCrLiLLAN. Now, if I understa.nd you, that mstanee—

- -What was the name of the company . A

‘Mr. Forman, Baxter Liaboratories. ' -

. Senator McCLELLAN! They ﬁna,lly a«reed that they would undertake
1(3 for a.6-year: exolusnre rlcrht L _ _

My, Formax. Yes, sir. """ ; o

" Senator MGCLELLAN But then the questlon arose 1f there were any,
I Would call them, byproduct’ mventlons, “fallott inventions or: dis-
coveries, ‘who would get those? "And the Public Health® Service
wanted—the Surgeon’ enerel—-wanted Baxter to agree that the Gov—

" ernment should have those. - '

Mr. Formax. No, sir; They Wanted the equlvelent of tha,t but
technically ‘it Worked out a little differently. They merely “wanted
Baxter to agree that it would provide nonexclusive licenses to anyorie
who decided later to make the final developmént, the fifial iitvention.

Senator MoCrernan: ‘And they Were never able to get ¢ an a,greement !

" Mr. Forvran. That isright.

-Senator MGCLELLAN NOW What has ha,ppenedQ Is the product
belng used now? ' .

‘Mr. ForMAN, “Not yet

" Senator McOLELLAN. Oh is 1t Still'not'on the market9 3

Mr. Fopmax. It i is not on the market 'but We expeot tha,t 1t wﬂl be,
and forthis reason.:

Our own company, ha.vmg ohe 45 fa,r asit had with 1ts atrmtous
contrlbutlons to“the making of the invention,’ and fortuitously hamng

~ ‘acquired a small phaFmaceutical manufactiring company-<just prior
 to Baxter’s withdrawal—decided that it would try to carry on the

_work for a while rather than let 1t dle, and this Work has a.o‘tuell'y been
oromg ofi there-éversinee.

- “But we went back to the Surgeon General to explaln the mtuatlon,
and he very cooperatively reconsidered the problem We poinited out
tha,t, like ‘Baxter, we could not ‘afford to invest that kind of money
sinee this is a very perilous type of invention, and there can 'bé 1o
guarantée it is going to work or that it will be aoce ted by the medical’
professmn when it 18 placed on the market, and they withdrew the

plemental requirements that, they had nnposed the year before

%ena,tor MoCrzrran. “On Baxter? -

~Mr, ForRMAN, Yes, sir, Andithe way lt now stands, it is mereljr on
the basis that the invention will be maintained exclusively jointly by the
oomé)a,ny and Jefferson for 5 years. After that it is open tothe: pubho
a.ny odjr who Wants to can use it. _
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Senator McCrLerpaN., How much is it golng to cost you to develop it?
Mr. Formax. It won't.cost:less than $114 million the way it looks,

beca,use from the investznent alreddy made, and. What is pred.tcted 1t y

will easily run that amount; probably more, . - ‘
_ thenator MGCLEI_LAN How meny yeers 1s it gomg to take to perfect
¥ :
-+ Mpr, FORMAN ‘T eennot predlot that Our se1ent15ts are uneble to
tellus yet. . We hope within the next year or two, but we cannot sdy.
. Senator MGOLELLAN You don’t know how soon you can, get the
product perfected - L N .
Mr. Forvan, No, e1r I do not k:now that, gir, - ' :
- Senator McCrrLLaN. Well, in the. meentune, are llves bemg lost by _
reason of that invention not bemg available?. . -
Mr,:Foraay, Well, it .is hard to predict Whether lives or how meny

lives are being lost. But you have to think of it in these terms.. Each | -

-open._heart surgery may use 10:or a dozen. pints: of blood. It is not .
easy-to.get live donors for a particular.operation when needed by the
surgeon. - It swould be.a great boon.if he.could have blood on. the shelf
for. severel months.. The same thing would happen, for example,if we.
‘Were'going to ship blood to Vietnam. - It woul)d qu1te possﬂoly go ba,d
before they could:usé it on the battlefiald. o

-Senator. MoCrurray. In other words, it is very beneﬁela,l or W111 be
_ very beneficial, in the liealth field if this processcan be developed to
where blood. can be preserved-for a muoh longer pemod of tlme then 1t "
‘can-be now; 1stha,teorreet2 Ll e S Y

Mz FORMAN. Yes;sir, - :

- Senator MoCrmray:. Tl’llS isa current 1llustret1on in thls ﬁeld -
.. Mr. -Forstan. This:is so current, this is heppenmg today The :
.acrreement was completed last December,

~Senator. McCrmrrax;: Now, if I understand you correctly, you d1d
. offer thisto all compantes in that field, all the laboratories. s .

Mr. Forman.. Jefferson did.; They tried and. found only. ﬁv thet-
sa,1d that they could-de.it, but only one.actually volunteered to try. ..o

~Senator MoCLELLAN, Well «of course, I would. regard this as a
kind of an extreme oe:e, Would you not ¢ - Thisis not ]ust an Ordmary
'Sltuatm:u e
v M FORMAN It is: hard, to answer thet questmn I do ;
‘not know what you mean by extreme. .

- Senator McCUrerran. Well;: maybe that is. not the proper word_
-You would not- éncounter the same, problem: ordinarily in the process-
‘ing of a new drug or-a new teehmque in medlcme, would you? . Or
wouldyou? I don’t know: . - : ‘
- Mr. Forman. -As:long as there is a greet rlsk end the probeblhty
*of failure is great, you are going to find fewer and. few companies
Wlshmg to mvest money, tlme, and. personnel in developments of -
that type. Sk

Sen{tltor MCCLELLAN Allrvig ht Proeeed Wlth your statement ‘

. Mr. Forman. - With: regard to that third- point: X made, about the
pos1t10n taken by the proponents.of S. 1899, this is my answer.: ‘

- If there is a legitimate danger to our soolety in. concentmtmg too
much - wealth and too many opportunities to get wealthier in .the ;
hands of a limited number of corporations, the answer may Tie in
the Government’s finding ways and means to give out its contra,ets to




490 . PGOVERNMENT PATENTVPOTICY

2 dny obher Partws ag ‘possiblé:: Bt ‘onde - thie. :contractors-are
seleoted, preventing ‘companies from: obta,mlrrg patent; rights. out’ of
' Grovernment ‘contracts: may not solve anything, - Such a:policy: mey
- only deprive the Government of :worthwhile: ¢ontractors ‘or’ may re-
sulttin contrdetors: devoting their second (bést persontisl to:wwork-on
Government projects while reserving their best people to work ‘on
their owni- ‘eommercial “projects so- that:they: could keep title to in-
ventiong arising’ out of them e,nd thereby geb some roteetlon foI
théirinvestment, '
Now, I understand from bemw here prev1ously that he suboom-
mittee Would like to have: exmmples ‘ol icontractors “who: have i re-
fused Lo takescontracts-because of this principle: T know: how- dif-
ficult it ig to produce examples like thls, although we: prlvately Tear
about’ them all‘-‘ he tlme by people representmg one eompa,ny or
‘mother i R ! _
17did, however, go baek fnito the records of: the Mltchell subcom-
mittee, Whleh in’ August to December 1959 had hearings with regard
to proposed ‘amendments to the patent provisions of the' SpacerAct.
At that timeé ‘otie of the Congressmeri who was sitting on ‘theeom-
Thittee d@sked: specifically for d()cumentatmn to prove- tTla,t -particular
point. The man he asked, who he,ppened to represent the American
Patent Tiaw Assacletlon, d1d come back-some. time later with letters
‘submitted by five companies, and these ‘ciiibe found referred to in
the prmted report to those ‘hearings: for” Pubhe Taw 85-568, page -
412. ' The five companies were the “Electric Storage ‘Battery U0 of
Phlledelphle, the National Research Corp."of: 6&mbr1d_ge, Mass.,
. Corning Glassworks of Corning; N.Y., AMP; Inc., of Harrisburg,
‘and Bowmar Instruments Co. of® Fort mene, Ind. -All fve said
that because of the title-taking clatises they would not accept NASA
contracts—I thlnk ‘most of them had to do Wlth the then new Prcqeet
Mercury. . -~
T we waiit to know why it is'so dlﬂ‘icult to get eompemes Yo stend
up angd. be counted as ‘they - did, ‘pethaps the reason'is that the ' samie
"'Congressman ‘upon recelvirg these Tetters, wrote back to the. presi-
dents ‘of those companies ‘and’ said, *This is your position as-it: has
- been represented to us, but surely there must. be some mistake~this
‘would make it appear to us as if you are not interested in-cooperating
with the Government of the United Stites on this important project.”
Each of these comipanies ‘wrote baclkiand reaffirmed: their position
“in no uheertain terms. But, nevertheless, this news did get Wround the
‘country like wildfire, and T thitik becanse of it, ag mur‘h as anything
else, Senator, many companies that might otherw1se comie forward
‘have refrained from doing-this because they fear ‘such intimidation
~and possibly reprlsals ini the form of being’ bleokhsbed :from Workmg
. 'on futrire contracts with the Government.: - -« _
 Now, gentlemen, it .appears to me that thls last pomt 18- the erux
of the enfire p]atform uport ‘Which'“Senator Long stood vheri” he
“introduced 8. 1899: - All the other ‘points are: merely subsidiary or
~ corollary ‘to his éonidern; over the Ppossibility that retention‘of patent
‘right. by Government contrectors“ will perrmt them to «et 8 strengle-
’ hold on our economy : s




\Ir Preeldent thls 1s'not nlerelv an’ economic p1ob1em :
11berty and freedom to the . extent_that,“through_. the glantln .6 mono'
ot i ' iti

Smentlﬁc and tech.nologmal researeh condueted or ﬁnanced. by the 8. Govem—
“ment:represents &' vastnational resource, which could equal or Surpass inactual
or. potential value the puplic domain open, to settlement in the last centiry,  Be-
cause the contrel of patent rights and 1nvent10ns esultihg from- such detivities
“raeans the eontrol of the fruits 'of this Fesource, it 1§ the function '6f the: Gov-
ernment to make the resulis of research: avallable for use by the entu'e American

.pubhewhlch has madethisreseareh-possible: o] 1 corrinl, ol £
L agree 100 percent.with this last portlon of the stfltement by Sene,tor '
Long. Tt isthe functionof the Government to make the fruits of dny
vesearch, which has been: subsidized:even ‘orily partially by Govern-
ment - funds, to the public at/large. # The real issue-is how is: thls to ‘
be done so as to do'the miost good for the riost: people.it. T e .
- Should it be doné tinder the time-tested’ operation: of the Amemeen :
patent, systeir, with-its inducements for-private investment of: capital
and labor?" Should it-be doné by the Government itself through its
- own. buillding and opera,tlon of plants, followed: by market distribu-
tion, ‘and, ‘so Torth?’ Or should:it be done by the ‘Government’s: free
.chssemmatlon to everyone of the rights to practice the inventions? ¢
If there is any doubt in- Senatorlong s nltimate objective; eoerd~
less of anything in 8. 1899 which may appear to the contrary, ‘this
~doubt is-eliminated by his embracing the’ philosophy spelled: out by
his assistant, Mr. Benjamin Gordon,.in theé article 'which wasg re- .
printed in the Congressm 1 Record followmg the prmtlno- of S 1899
at pages 9031 109033,
In his final } pa.ra aph concludmg the artlcle, Whlch was devoted to
a comparison of “Government, Patent Policy #nd the New Mercantil-
ism,” ' which Mz Gordon sees in the policy of 1esw1ng title with
Government;* contra,etors & strong :sumlmrlty to the mercentlhsm of '
the Mlddle Ages, ! ,
L If this comparlson. eh(nts the reply tha : _) tlonal mterest requu'es monopoly
grants'as a necessary stimulation of enterprlse, the question arises whether the
prie 'we are paying is’ fAT too heavy; oven’if ‘the means’ could secure the eud f01
anvolved is the sacrifice of ‘the. citizen’s: econom1e freedom.”; ; N
= Now, this phllosophy ‘of Mr. Grordon, which: Senator -Long has
apparently endorsed, indicatés a belief that the ‘dperation of our .
_eeonomy under our patent system is niot in the public 1nterest
' Senitor Burpick, “Is that an article by Mr  Gordon? '
‘Mr. ForMax. Th‘tt is the conclndmo p‘tradraph of the artlcle by._
Mr Gordon ; yes, &i '
‘Senator BURDICK It appenrs in the Con oree i
“Mr. Forvan.' Ye§, sir.: :
Senator BUrDICE _Vhat 1s the date of_thatf’
Mr. Forman. Ma¥ 4. ; "
Now, gentleien; Wlth 70 percent ‘of all the R & D funds now- belno' ;
financed by the Government, such’a’belief by the proponénts ‘of S.
1899 would seem to:be an 1mportant ﬁrst step in the ehmm‘ttlon of.
-our pntent system altogether. - ‘ ,
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' worth Wwhile.

ThJs orentlemen, I submlt i8. . the lb'hmd-the-seenes real threat of

that bill, It would be the beginning of the end of a systermn designed

to induce people to 1nvesf3 labor and money to make 11sky 1nvent1ons

"As the Senite Subcommlttee on’ Patents, T thmk thls threat should
be ke gt in our mmds When you rev1ew the merlt of all the bﬂls under
consl eratlon; - AR
= Tt ddes ‘niot” matter to e’ Wha{: manner or mieans are- employed_ to

'conserve and ‘promote the wtilization of our inventive prodiietivity.

That produomwty is limited. It isone of our greatest riational assets.
What .matters is that every worthwhile, invention should be given
every possible cha,nce of bemg developed for use: by the people, all

-the peoplé. -

51 53 conelusmn, let me. pomt out that T speak not for the patent sys-
tem, not for the patent profession, not for industry; ; not for any seg- -
ment of these. . T-speak only as a citizen: who has : or almost 20 years
studied and crltlcally observed. the developments in:the field of. Gov-
erninent’ paterit-policy, and ‘who is. seriously concerned over the possi-
bility: that -a good.-deal of our limited. inyentive,productivity .will
become -wasted if not.developed- under the mducements offered to all
the pecpleéunder the patentisystem. =« o s

- This 18 what will. happen under a Taw hke 1899 Whlch W111 tend
to take. title: to most of, the inventions.made in the. United: States and

“put:them’in the'public domain where: 1nterest m‘developmg them W111

lagifnot fade into insignificance., .. :
Tt will not-happen under S.1809 beca,use tha.t bill W111 tend to leave

. 'tltle with:the contractor in a maximum number of situations—that ig,

T mlght sayy & maximum. number: consistent, with. today S, pohtlcal op-

-means .of- compulsory working and/or compulsor

ment will exercise: its frue and. proper functions. .

- will

pos1t10n caused by the “patent glvea.way” theorists,
S, 1809 tends to-assure maximum. utilization of. the mventlon by
,llcensmg require-
ments. . This is good..In exercising.those prerogatwes, the Govern-
s. 2. contributor
to the development of the inventions, the Government 1§ in “partnership
with the contractor. As a partner, it bhas de tain’ rights. In this
€48, it is 1ot to share in cash profits] but ih seel ng that this other part-
ner ]% uts: the inventions to the w1dest possible use so.that, the public
enefit thereby That is the -Government’s right and’ obhgatlon
That compulsion is as far as.the Grovernment ought,to, 80 in promoting

: .utlllzatlon of the inventions in most cases..

‘8. 1809 is nrot; perfect; 1t needs amendments I have proposed ‘some
in my formal written- statement. - ~Others have beer. suggested by
those who have. testified. before me  Nevertheless;, I see in 8. 1809
the basis for- leglslatlon whick eomes closest to fbemcr the most sensﬂole,
workable: compromise: that has a. reasonable ehance today of being
acceptable to'the Congress and also to all who, are “eritical of the gen-

era]l philosophy, as well as the specific. provisions of S.-1899.

Gentlemen, S. 1809 is in the true public interest,. S..1899 is not.
- Thank you very much: for this opportunity today to speak
* Senator MeCOLELLAN, Thank you, sir, ...
: ZSenatorBurdmk@ B Pt HEIRAE o '
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Semtor Burorcx. Of course, Mr Formen ou understand that you -

- are'meérely giving your-opinion--that if the Government reta.med tatlet

to these patents they would Lie :Eallow ‘That is just an opinion of yours..
Ml Fokaiawi Yeg; sir: Of cotirse; it is always an’ opmlon Ulltﬂ we:
ha,ve @ chahdato démonstrate that it becomesa fact, i & :
* Setiator Byrpick:. You and Tknow that the Patent; Ofﬁee igrdfall of :

. patents owned by private individualy: thaft are:lying: fallow.! The
whole’ thmg 1s to cet too'ether an eoonom_le pa,ekaoe that is Worth Whﬂe
Producmo- RN - i : .

“Mr. FORMA Tha,t i ;oorreet Senator : And! tha.t s Why *I urge
upon you, siry and upon your: colle‘mgues thet iyou have got the great-
est opportunity ‘and; T mlght sayi the greatest obligation under the
Constitution, to do somethlng about it. Withi ‘all these inventions:

_ coming out of Goyernment research, s longas you have got this policy
written in 8. 1869, whereby the- Govemment will keep a: v watehful eye
under- compulsory working or licensiig requirements, and make:sure
that the inventions:are put to use'by: the contractor who-retains titie—:
you have done all: you should want:to:do inorder to get theiii into-use:

Senator Burotek. : Yiou have no assurance that because title ig in: the-

: name of a private person thé invention is going to'be put to work. -

#Mr; Forman. Yourare: absolutely right.:  But you will havethat ag-
surance if you let the contractor keep title subject to the restriction
that, if he goes not put them into commereial use; he will lose the right -
to keep title. . "Thechances aré'that the contractor:in many cases will

‘work the invention if he-knows that the Government wil take! them:

~ and give them to somebody else, or. compel hlm to O‘ra,nt hoenses to

: another party. 7l ' T

-'Senator Buronick, Wha,t per 1od do you recommend for tha,t? RO,
- Mr, Forman. I'have recommended a 5-year period: - G
Senator Burnick, Thisissomething new. %
“Mr,: Forman: Well; it -is’ not: exactly. new., - It has been Wntten :
about it ‘has.-been: proposed :This>hag-actually been. going on.in:
many countries around the World Compulsory working and coms
ulsory : heensmg are not ne' _-They would be new: to. the Umted
tates, ' e

130N

in these Government: contracts, Where the equities will justify it, to

permit. the individual .contractor to have. title; but if he dld Dot; ex—'.
ploititin b years, it weuld revert to the public..

‘Senator BURDICK In other Kwords your suggesmon W111 be tha,t,' o

r. Foraran.. That.is right.: Tt would either revert: dlrectly back j o
that s, it would .be: placed in the. public domain, orimaybe some ar-

rangement might he made whereby the Government would say,- “Let’s:
find  somebody else who-is interested. in working. it Tha,t 1s aJl I
am-pleading for. . Get the invention into publicuse.. . : -
enator BURDICK..One of the things. that, bothers .me, when vou .
gave. this éxample about: this: blood rejuvenator, Whatever 1t was, that, -
even though that private patent might.have been issued in the name of -
a- private company, there is mo, pertloular ASSUTANCE thet the. $2_
million would be spent by them, either.: : R
- Mr. Forman.. Senator, let's take that_one step-ifurther, Consuier
whet happens to. any. patented .in "entmn made. by - ate - invest-.




L8
e )

pak PR TR A TR
494 GOVERNMENT PATENT POLICY

ment—where there is. no Government mvestment and no, Grovernment.
rights at all..:Under our patent laws, there is, of course, no assur-
ance ‘that the 1nvent1011 will. be worked.::“You aré absolutely: right.
However, this is in accordance with the, contract the bargain that the-
-Government has made with the patentee, in. return for his.having
publicly. disclosed:the 111ventlon—1nstea,d of . trymg to keep it as a.
- trade-secret, .as theéy- did in the medieval. period. He.is being told,
“You can have the right to exclude others from manufacturing thlS.
invention. . We will 1imit you, however, to a period.of 17 years. .You
‘have:got-to make of it whatever you.can and wish.in:that period. . At.
the: end of 17 yeard it 1s 1n the pubhc dom‘un —Whlch has alwqys_‘
seemed like a fair deal:: : iy sl

“ Now, thatdis in-the prlvate seotor et : :

- We:have no way: of giving any: further eompulslon to make the‘
mventor or patent owner—who puts otit-his own money; his own time-
and services. and-.so - forth—to- malte-him use the- invention. - ‘That: .
is:true: " There: is no special: compulsion;’ other:: than. theifact that-
each day He:fails to-work:the invention while possessing the right.to
exclude infringers'brings-him closer to the end of the patented term-

- when anyoné there‘tfter svill  be able to compete w1th hlm W1thout
fear of being-stopped by:a lavisuit.: - :
- 7But you-have anadditional- 1ever here.::,_-‘ Zehit have got thls r1crht !
I ‘say-the Government! is-a: partnen in-this invention. Tt hes made a:
eontrlbutlon to the invention. -+ The eqmty 15 the ' SOTE
~ Thavelong-ago recognized thls ol : .
. ButI say 1t is wrong for the Government to take title, and then do;
nothlng with' it Yiouhave got:a ehéice to maks. .-Tt:is a basic deci- -
sion which must be: mede, e basm plnlosophy Wh:tch must be?estab-
hshed at this point. 28 :
7T the Govérnment going to dopt aﬁpoh
_ mmny 1nvent10n59 If Weare not gomg to

vhet Yre: take t1tle 67 so
'do= somethmtr w1th them. :

Senetor BURDIOK Just;a moment. ’.[‘hat s an assumptlon thatj
110t111110‘ is going to happen to 1nvent1ons Whose tltle 18 acqulred:
: -by thie: Governnient ¥ : osnibig o

Mr. Foryran! " Welia to 0] erate fon thls E'Lssumptlon The pomt?
is; if ‘you*enact legislation 'si thie :Government ends’ up ‘with:a;
“massiye collection of inve Fihias va ! -basic: choice o make:
Eithier it works ‘themm or ‘it dossn’t: | If it deesn’t! work them, 16718
possible that tiobody! will. “Xf it7 does “workthem, 'this ~will-be" 4’
furidamental ‘change in ‘the philosophy ot ou rigociety.: Do we want:
‘the Goverriment to: get Into business-on a'mass'seale? I we doy let’s
~ take title to all the- inventions and put the Goverriment. in-busiiess.
© rIf the Seriate”and:the House decide this is' best: for the country,
\then lét theini g0 aliead dnd write-it into law, but they shoiild at least
reoogmze and clearly state that thisis:-what they-intend to do.:

“Senator Buibick: No ' olig" wints the Government 1n busmess -
They are taking these patents for’ ‘the people S :

“Mr Formix. That is a fallaoy, §ir, « T believe ‘the Whole theor} :
of Senator'Long is'wrong. (Tle'gays thIs will not happen: “But this is
precisely what will happen. Tf the Government does not explait it, &s

3. 1899 says it w111 the only other choice is to leave it open to the -
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pubhc And Tecan only predmt complete failare. Yéu say thig is an
- opinion.” Of course it is." But can:we take the chance? Can e’
‘take the chance that ‘thousands “of inventions every year will ‘go-
unused? " If we do, the 'Government ‘will only be addmg to the Vely"
problems whick youi pointed to yourself.. :
Seénator. BURDICE. - You - acknOWledge tha,t thousa.nds of prlvate._,
inventios are going unused. ' .
Mr. Forsman. I'don’t question the- pomt If this is wronw-w-maybe'
the solution is, as has beén suggested, shorten the 17-year -period.
We cannot discuss this now. But ifthe Congress thinks it is too-long
a wait, it could shorten’it. ' But the point is that just because that is

bad or wrong, do you, want to aid and abet it by adding thousands. -

more patents under Government contract situations, and put them in
the public domain, where nobody is going to use them? If we do, our

technology will end up so far behind Russia’s we will never be able

to catch up with them. :

Senator Buroick. I don’t agree with your concluusion, But I will
‘say that the 5-year llmltatlon has added something intriguing to. the
record.

Mr, Forman. Well, sir, I hope you will find it acceptable a3 a sub- "
stitute for the title- takmg philosophy of S. 1899. And this hope
applies, of course, to your colleagues who have thought the proposal
by Senator Long, whom I admire—~I said so in my statement—T think
he has done a great service because he has brought this tremendously
important matter to the attention of all—even though I think his
solution is dead wrong. But at least he recognizes the problem. He
and I agree on a fundamental point, namely that our main objective
should be to get the inventions into the public hands. But we

should not just do this by opening them up to everybody. Almost o

everyone who has testified here has told over and over how this will
kill the inducement to convert most uwentwns mto commercially use--
- ful embodiments. _
Now, if you cannot accept it, if the. examples you heard are not
gufficient, then write something like what I have advocated into the
law—and I think ' 5: 1809 already has it. . If it has not, it is in S.
789, “Write in a provision whereby the Government can do some- -
thing affirmative about these inventions—instead of just leaving them

to anybody. instead of going into business and manufacture—let the -~

contractor keep them. But if he does not do something with them -
for the public good, let the Government take them back and find

somebody else who is willing to develop them. Or if that. does not

work, then put the inventions in the public domain. .

Senator MoCrerLax. Thank you very much, sir.

The subcommittee has held 5 days of hearmgs on this sub]ect and
the bills that are pending. We have heard 26 witnesses. A number -
of statements have heen submitted for inclusion in the record. Al-
though T want to expedite the subcommittee’s action on this subject,
T also wish to receive: the counsel of all those who have a oontrlbutlon'
to make. :
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. Therafore, addltlonal hearmgs may::be, held Incldentally, t_heg
Chair today is sending out a letter. to each Senator asking if he hag
any witnesses that he thinks could contrlbute anything to thig. " I do
not. want these: hea,rmgs to close d_enymg anybody,whatsoever from,
having the opportumty to fully: present their viewpoints. . L

The hearings will be recessed subject to. call.y That does not, me
that this is going to be prolonged 1ndeﬁn1tely m trying to ex:
" pedite -them to a conclusion, but.without settmg 1yb0dy off Who'
1eally believes-he has a, contribution to make, ‘ ,

. The committee will stand in Tecess. : :
" (Whereupon; -af: 11:35 o’clock . a.m.,the. comrmttee was ad .
]oumed to reconvene sub] ect to.the call, of the Chalr ) :
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. TUESDAY AUGUST 17, 1965

Lo SUBOOMMI’ITDD ON PATENTS SRR
TRADEMARKS AND COPYRIGHTS OF THE '_ L
- Commrrree v THE J UDICIARY
e 'Washmgton,l ,

The subcoinmittee met pursuant to notlce .at. 10:05 d.n., 10, rootn

3302 New Senate Office Bulldmg, Senator John L. McClellen (chalr- o

- man of the subcommittee) présiding. . - o
- Present Senators Mc(;le]len (presrdm ), Burdlek Seott end '
on,
Algso Present Thomas C Brennen, chief- eeunsel -Edd-N. Williams,
Jt.; assistaiit counsel; and Stephen Haaser, chief clerk Subcommittee .
.. on Patents Tredema,rks, and Copyrights; Horeee L. Flurry,‘ repre—
.. senting Senator Hart. .

Senetor McCrrrnaw:;The committee will come . to order o -
~The subcommittee ‘this: morning- résimes: public heemngs on - the
pendmo* 5" 0.variois aspects of Goverpiment.patent policy.
.Smce'.th ssioh, of, the, committee on July 7, the. .Ininority. leader,
~ Senator Dlrksen, introduced a bill on this Sub]eot which is S.-9326.
fThlS b111 has been referred tor the subcommlttee e.nd Wﬂl be 1ncluded ,

, ,.,111 S, 2926, referred to a,pp $,00.p. 30 of part 1. )
“iSenator MeCrerray. 1 .don’t kenow whether there is a.n‘yone here to .
'testlfy speclﬁeelly on that. billybut if-50 -we will ‘hear-them.  JIn the
“final markup of & bill, ‘and durmo' the sitbeommittes’s deliberations,

B Wlth Tregpect. to.all or any of the propoea,ls his bill-will.be considered.

At the conclusion, of the last hearing held on J u_ly 7, Lwrote a-letter =

o all members of the:Senate inviting their eug@esmons as to'any addi-
- “tional witnesses whode testimony they thoucrht should be heard by the
subcommittes:before the hearings on these “bills were, conclided., T

‘state very frankly the purpose in doing that was to make certain - B

that no Senator, and no one else so far as I know, would-be able to say

that: thie: dorhimittes declined ‘or refused to hear anyone who had any .

- contribution they thought they.conld make to these heermgs or to a

resolutionsof thie lssues 1nvolved .
“T'now direct'that a'copy of this letter be printed at this pomt in the :
record together with the written replies which I recéived. from. 13

Senators. 1 may note that only three Senators requested: Wltnessee to

‘beheard, and the subcommittee has sought to make possible the appear-

- ance of those whose testimony was requested In one instance, I believe -

© Uit was Senator Kennedy of New York who'suggestad in his reply that
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he had looked over the list of witnesses and that he saw tha,t no repre-
sentative of the Department of Justice had testified, and he requested
that Assistant Attorney General Donald Turner of the Antitrust Divi-
sion be invited. He knew that Mr. Turner had done some work in this
- field, and thought it might be well to invite him to testify. Now I may
say that the Department of Justice has been invited to-testify. On two
oceasions heretofore they have suggested that they preferred simply
to send down a statement, They didn’t care > to appear and testlfy
‘personally. . _ _

Has that statement been Teceived ?

Mr. Brennan. Yes, Senator, it has.

Senator MGOLELLAN The_statement has been recewed end of
course, itisa per.t of the record.

After we received this letter from Serator Kennedy We again con-
tacted the’ Department and they said all they cared to do was submit
a statément, .
"~ Allcf the 1etters we' recelved will be pleced in the record and prmted :

“atthispoint. ’

(The 1etters referreé{ to follow )

i US SENATD
COMMITTEE ON THE JUDICIARY, i
S‘U‘BCDMMI’I‘TEE oN - PATENTS, TRADEMARKS, AND GOPYRIG-HTS,

: me 4, 1963,

Senator
T8 ‘Senate, - -
Wo;.s-hmgton, D.C‘ i e S BT A
. DEarR SENATOR: The Subcomm1ttee on Patents, 'I‘rademarks, and Copynghts
‘has just- concluded 5 'days of public hearings on foiir bill§ relating to various
aspects of .Governhrent patent policy, . Three of these bills (8..789,:8..1809, and
"§8.1899) are principally concerned with the ownersh.lp of patent rlghts in inven-
“tions ansmg under Govemment-ﬁnanced research development contracts or
. grants,” -
*..The subcomm1ttee has heard test1m0ny from 26 Wltnesses, mcludmg Members of
Congress, executive departments and agencies, and representatives of industry,
the bar, and scientific groups. A number of additional. statéments. have been
filed for the record. The subcommittee ‘also held ‘Hearings on this subject during
“previous Congresses, and & ‘muinber of staffistudies, descrlbmg the patent prac-

-tices of the various agendies, have been published.

Notice of the subcommlttee hearings appeared in the: Gongressmnal Record and
‘the subcommittee has heard every witnéss who requeeted the - ODPOI'tIlmty to
*testlfy I believéthat the subeommittee has developed a thorongh: record. ‘How-
“ever, in view of the great futerest which many Membel's of the’ Henate’ have indi-
_cated in this issue, I would welcome-any suggestiong-whicl yon-niay have con-

cerning additional witnesses whom you ’r.hmk the -subcommitiee . ghould hear
before these hearings are closed. ‘

Iam attachmg a 11st of the w1tnesses Wh() have appeared durmg the recent
'.,hearmgs : .

- ot Smeerely,

o .TOHN:L.' _MéCLe ‘LA Oha/e,rmmi

¢ S;— SENA’I.‘E ey
Washmgtcm D. o ) J'wly 12 1.96‘5 :

I—Ion JOHN'L M’GLELLA\T Rl
T8 Senate, Y
: Washmgff,m, D [0

"DEAR JOHN Thls A48 10 aeknow"ledg‘e recelpt of your-lettér: of July 7Hin wh_lch
you inguire as-to-whether or not, I know .of any additional witpesses that the
- Subcommitiee: on: Patents, Trademarks ‘and Gopynghrts soould: heard regarding
‘Government-inanced research..

‘ Although fhe hearings have prompied considerable amounts of interest iu
the State I have heard of no special requests to appear before the commibtee.




¥ am taking the llberty to send your letter to nmy former assigtant, 1. Ralph
Mecham wko i§ currently assistant to the president of the University of Utah.
© Ifih@l has any suggéstions: forswitnesses I will be glad to forw‘ard them to you
: Smcerely, _ : :

[

Hon JoEN . MCCLEL

concermng the hearmgs 011 il

policy.

My own State of 00101 ado does have a large number of firms holding. Goverm )

ment regearch contracts, I am now attempting to contact some of these firms and -

then' repregentatives in order to see-if they wish to submit statements. If they
" do so wigh; I'will.inform you at the ealhest possible time. ’

.Best regards

Sincerely, . : T

Dorttoeo Db LUy o niy oan pihod sy Ly PETER H DDMINICK

: . ) Lmzy 14, 196‘5
Hon 'Jouw L: MCCLELLAB, o - '

" Chairman, Bubéommitiee on Pmtmts ademmrks and C'op»ymghts

Oomamttee on the Judiciary, U.8. Seﬂate. Was?mngtrm, Do

.. .+DBDAR.MR. CHAIRMA.D: With reference n:o Your letter of J uly 7 w;th respect to
=any suggestions concerning addifional. witnesses to be heard by the, subcommfntee
on 8. 789, 8, 1809 and 3. 1899, 1 k.now of noe other w1tnesses who des1re t0. be:
-heard.
Several of the Government agenc1es ha

-,1)endmg before the sllbeomm1ttee
el Smeerely, ;

"ZHon Jom\ L. MCGLDLLAN,

Wa,shmgto%, Dol .
Dmn MR. CHAIRMAN Thank you for’ your 1etter concermng the heanngs on
) Government patent policy. )

These- hearings, with the impressive list of witnesses, W111 be most helpful on
this troublesome questlon I will follow this matter with 1nterest

.t add_to the list. -

Best regards
" Bincerely,

i ROMAN I Hm:sxm,
s UGS Smwtor, Nebmsi’cm

‘Hon JOHT L. M(!GLDLLAN
‘Ohmrmm, Subégminitice on. Pwtemts, deemarks, (md} Oopymyhts, Senwte Gom»-
: mittee on the Judiciary, Washington, D.¢."

. DEAR ME. CHATRMAN : Thank you for your letter requesting any suggestlons ag

" to additional witnesses who might be heard by the Subcommiftes on Patents,

Trademarks, and Copyrights on the various Government patent bills.
At present Ido not have any adchtlonal names to submit, .
. Bincerely,
Danrirr K. INOUYE
U S. Senator




.Hon JOEN L MCGLELLAN :
Cligirman; Suboommitiee on Patents, Trademarks, and GOpymghts, _Gommzttee on
the Jud/wwrry, U.8, Senate, Washington, D.C.
DEAR- MR ‘CEaRMAN: I hope T dm not too late in answering your letter of
Jialy 2 askmg for suggestions concerning additional Witnesses . whom the sub
comm.lttee mlght hear on. the questwn of Government pate t' i

fA.ntltrust DIVISIOIJ. do

has not alreddy ‘bdeninvited; T suggest that he'would be & ‘very Welpful: Wltness

. Again, 1 apologize dlness in respondmg to your letter -
incerely,” B

BOB T KENNEDY

.8 SENATE;
J une: 28‘- 1965,

Hon Joun L MCGLELLAN o ) .
O’hawman Rubéormmiticeion Paienis, deemawas, and Oopyr@ghts, ‘Senate Com-
“mittee o the Judiciary, U.S. Senate, Washington, D.C.

DEAR Jouw o I have followed <with ‘considerable interest the hearings held by
your, subc mnnttee pertaining to the various patent bills 8. 789, 8. 1809, and
81899, " 8.71809, which you havé authored makes a very. 1mportant contribu-
tion to the possible. solutlon of the involyi - devel
oped under Government. LCOT
of all parties to an mventwn mu
g Hence, & solution” W]J].Ch would Téquir

'yourproposal et R B2
I.,.WF’Uld _sqggesp, however, 9119 pt_),SSglplg chang_e‘for _your conmderatmn .

produets, they do enjoy commercml status msofar ag Ticensing ventmns is
concerned. They also rely oun sueh revenues as a source of additiondl: fesearch
fobids” within “the particudlar university or résearch community, Thus, their
reasons, for enloymg whatever benefits may be available under your bill are
as str;ong al ”d v41id as those relating to manufacturing concerns.

© ~'The Univer§ity of California, I understand, has proposed the attached amend-
ment. to. 8., 1809 which would mclude edueatwnal instltutlons having definite,
" egtablished patent ‘policies reqiiring: assugnment ‘of inventions. I hope you will
- find this request a reasonable one 'and urge that your ubcommltee m1gl1t

Cadopt 1atigudage dlofiz this Line./iui 200 :
8i ucerely yours, i

UNIVERSITY OF CALIFORNIA—PROPOSED AMENDMENT
. : EpvcarioNan INSTITUTIONS

Sectwn _4b page R, begmnmg Jine 5: ’
“tablished nolgovérnmental commercial position or, in the case of an ed'rwa-
tional or nonprofit instilution contrastor ivhich has w definite, established policy,
‘ wppro'ved and promulgeted by its governing body, of retaining or acguiring, title
to inventions made by it employees or of requiring its employees to assign title
to such inventions to ¢ patent-holdmg entity for thé' benefit of the mstztut'bon,

“the agetiey hedd: shall acqmre Tio greater rights’ th
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Hon, Joaw 1 MOGLELLAN, SRS PN

bllls and the enclosed WltDESS hst
ywith -vespect: to, this: matteL.A: <
witnesses.
Can assure you I 100
Xindest regards. - -
s e Bineerely; oo

Appremat;e your th
t.have, any, suvg t1 ng a

e -.E_DWARﬁ V. Loxe,
: U.8. SBenator.

Hon. Jory L. McCLELLAN,
U.8. Senate, Washington, D.C. : L

~Dpar. SENATOR ;. Thank , you. for, your:letter of July. 7. eoncemmg the pry hc
hearmgs before your subcqmmltﬁee on_several b11 relatmﬂ to Govermpent ent

:”o cove;. the Speetrum and I do ‘not. have any names to offerl 1 do 'W!aﬂt h T
;Q commend: you.for. holding these hearings and,I.am confident that your com-
w:lll:develop smne strong reqommenda,tmns oT . _he farmulatmn of'n fai

U 8.-Renate, sthzngton, D. C‘ : R
“DeAR Mg, Crarrmay : This is in reply to your letter of J uly 7 reque stmg suv— -
gestions -as, to possible. ﬁurther testimony at your patent heamngs i '
"My interest in patent mdtters had led me to introduce bills on NASA. patent
policyin .the 88th and 8%th Congresses and to participate in the continuing
consaderatmn of the jzsnes before the Senate Seleet Gommlttee on. Small
Business. -
Although L. am: - gware: of the chairman’s desire 40 conclude the hearmgs ‘as
goon ag possible, I 'would like to request an appearance;in: order- to: present-a
statement ‘of my views on this fmportant subject. If this 1equest.\1s -granged,
L am .prepared to . testify at any. time .
‘Subcominittee. e
Sincerely;

o

L0 54-400--66—pt, 2——S
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LS. SENATE, -
July 12, 1965,

L Hon JOHNL MCCLELLAN
- Chairmon, Subcommitice on Patents, Trademm kg, and: Oapyr@ght&
Commitiee o the’ Jwa',wmry, U.8: Senate, sRETY
Wa,shmgton, D 0

:b1lls relatmg to Government patent’ pohcy
T am’ very glad indeed to have the benéfit of thi;
not aware of any addlmonal mtnesses lthat should be eallerl
"¥With best wishes, T aimm, ’ [ R
Sincerely, :

RicHARp RUSSELL.

shanen e . USS. BENATE,
v e August 6 '1965.
: Hon JOHN 1. MCCLELLAN
Chairman, Subcommitice zm Patems, deema,rks, cmd C‘o righis,
- Otd Senate Office Building, ‘
Washmgton, D 0

"'patent pohcms mlght have ‘on - future sc1ent1ﬁc research
_stititions of higher education. i
t’oceurs ‘16 me- thatsome of the bllls on ‘which ¥é are holdmg hedrings’ mlght

“be’ eonstrued in such-a ‘Way 48 to ‘vest 'in‘the *Governmeiit title to all'inventions
":md digcoveries’ from research in’ our ‘colleges 'and umversﬁws theh ‘hive re-
céived Federal ghants for any ‘one of 4 number of purposes, even ‘cludm‘ ﬁnan-
cial aid for the construction of screntlﬁe facilities, ,

- I believe that you share'my concern. For this vesson, T Would hke to suggest
that an invitation to appear before the subcommittee at itd hearing of Avigust 17
be’éxtended toJ.'William Hinkley XIT, president and director of Research Corp.,

* 405 Lexington Avenue, New York, N.X.

° Mpr, Hinkley’s organization handles the patent poliey matters of a substantial
nimbér of the Nation's outstanding colleges and universities,. and as, such I8
qualified to discuss with the subeommittee the patent pohcms of such i ifu
as well as the effect the pendmg bills would have on the f_utu
search in them. e -

: Kmdest regards

Smeerely, .

'Qertakep

Hon JOHNL MGCLELLAN, )
“Chedrman, Subcommittoe on Patents, deamark cmd O'Opymghts,
Renate Office Buildin, '
—Wa,shmgtm, D = : :
“LipEaR - JoEN : Thank you for your courtesy in’ mformmg e of the statiig o
your hearings on the present patent legislation, -

L of course, share with you the belief that these are most important ASUTES,
and ‘T ‘apprecizfed the opportunity to appear before your subcommittee and to
testify in person.

Let me take this opportumty to thank ¥ou for the courtesy shown me by you-
and the members of your subcommittee at that time, and to assure you that I
believe that you have given full and fan‘ conSIderatmn to all these measures,

With warmest personal regards,

Smcerely, .

HazrIgoN A. WILL]_IAMS, Jr.
! Tt




S

Sena.tor MOCLELLAN With the approval of my colleagues on the
,commmtee, the Chair would like, in order to expedlte these hearings
‘but not; to deny anyone the right to bg heard, we dire going to invite
-each witness, if he will, to try to confineé his statement 615 minutes.
I want to say that we, hope you will try fo gwe your statement. isue-
.cinetly and concisely and %e brlef 80 th t'we ca amommodate li of.
‘those wa have scheduled.” o i

. Senator Fong, do you have any s.tz:.‘r,enmmf,ﬁl

. Senator Fowe. No, thank you, Mr, Chajrman:,

. Senator MoCrerrax. Thank you very much. 2
_ The first witness is Dr. James A. Sha.nnon Dlrecto"

' 'Instltutes of Health., =~
~ Dr. Shannon, we are glad’ to Welcome ou th1s mormnv :
someone with you9 e
. Dr. Spanwon. Yes, sir; I ha,ve Mr Ridhard Seorge.l who is my-
: gxecutwe officer at the Natlonal Instltutes o:E Health ?or any techmcal
. ‘backuap.,

- Senator MOCLELLA\T Al right,. Doctor SR A e
.- I note you have a prepared statement., Do, you msh to read 1t or
do ~you wish to place it in th# record and hlghhght 1t9
=, Dr, Smanyon. I would rather read it, sir, :

f the Natlonal' .

7 You_ have

Senator MGGLELLAN You may prooeed

‘STATEMENT OF '.DR JAMES A SHANNOI\T DIREGTOR NATIONAL

_-I appreclate the: opportumty afforded : by your mv1tat101i 0 ap ear
‘before this committee:and discuss: the relationships of patent policies
to NIH programs, especially as it concerns research financed by multi-
- ple sources or situdtions where additional private funds are necessary .
for the full development .of an invention. At the. outset, I would
-emphasize that:the: NTH as one of the Bureaus of the Publlc Health
- Service, is a component, of the Department, of Health, Eiducation, and
Welfare, and functlons within the patent regulatlons Set; forth by the
-De artment. - Yy

]?understa,nd tha,t the Department’s pa,tent pollcl

nd 1ts pos1t10n

L 'on the legislation before this committes have already been presented.

For this reason, T will limit. my. statements to the two areas of concern
mentioned. in: your: invitation. ;! . ‘
T would first like to addroess myself to mtuatlons Where addltlona]. :
-private funds are necessary: for the full development of an. invention
‘made under Federal support, since: I believe. the. pohcy problems at-’
?tendlng these situations are & major public.concern. o
-+ Senator McClellan,I-would like to say; pa,renthetlcally that whlle I
=talk ‘about, drugs in this particular statement, this also would include _
biologics and the whole range of related mabermls, but for snnphclty
"I w111 11m1t my speclﬁc comments tatherapeutw‘agents‘ il
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jiigh crrents centracts ‘and -

Wlthm its.own. laborator s which ay result'm the dlscovery iof poten-
tlel therapeutic agents B fo e of these a,gents can reach the'mar-
ketplace, tor. public consumption, it must travel a long road, vsually
‘measured, in , years,rfrom discovery, to complete devefopment - This
road includes the actual discovery of the potential therapeutic agent,
the preliminary screening.tg determine if the:agent has possible thera-
- peutic utility, different, stages 6f . animal. testing, pre%lmlna.ry tests
in humans, and, finalfy,; :Eull—scal, eli ,eaJl testing of the agent: The
newly: dlscovered agent mey bea completely rew chenncel entity or
an old chemical either of’ Wh1eh is shown’ to be uséfiil as @ therapeutic.
‘The developmental process.in either case is governed by the Federal
. food and drug laws which Tequire evidence 'of careful testmcr before
: the agent.can be cleared for the market. . - e
.. Inmost, instances’ th 1 ‘gr‘lntees Ao hot pa,rtlclpete in the
full development of a therapeu i¢ dgent up to the pomt Where itis made
available commercially. We
' -research effort as complement;
within our soeiety, both pub
and development rela,te(f i
of the American people aie be
this medical research struefu;}t1 e

eetlwtles of the other: elements
] ‘ port research

1 temet The most eﬁectlve friter-
ticular. capabilities of the various
gL and, n be utilized to the fullest extent.

Gnenerally “Speaking, *the*"NIH scientist or grantes W111 be 111volved
if at all, at one of four points in the development process i
(a) NIH funds may be involved in the organic synthes15 of 8, com-
lps ii1'a portioh of its'séreeriing in4 biological system.
mme ‘md elinica) -fest‘mg but w111 not usually,

] O:E eetlon Would a,pproaeh
5 externsive: capebﬂlty ‘to-under-
At process and 15 able to-actumu-
yf deVe1opment neeessery for

FDA eceeptance. = - :
(&) NIH funds may : elso be mvolved in Support of reseereh Whlch

1nv01ves lr__le probing -'of bloloo'leal ‘fneehemsms ‘with' chemlcel awellts '

“for 4 Gonipounid; but in getieral such: an: mvesmcretor will: rarely heve
the eepablhty of followthrouerh 88 is. the ca.se Wlth & wholly new
apeuticagent. = - i i _
¢) NIH: ds ‘miore TFecently -s‘upport broed c]imea.l 1nvest1<ret10n
“and Sich work hasa heavy commitment to the assessmerit-of therepeu~ '
tie activity, elther i’ absohite or: comparative. terins, of & number of

‘chemical substa Oiitiof this type of work dn the past has come
' 't ; thet ha,ve had breed 1mpee1: on ehnlcal

_ Without regard 5 NLF procrrems, I ha.ve in: mmd in this re3peot the
~ . discovery of the tranquilizing properties of reserpine when this dru,
was in use as a blood %)ressure lowering agent and the dicovery o

- energizing properties of isoniazide when the drucr was being explored

asan entltubereula,r agent.



