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THE UNIVERSITY AND SiUALL BUSINESS PA'I'ENT
PROCEDURES ACT

·WEDNESDAY. MAy 16, 1979

U.S. SENATE;
GO~U[=E ON THE JUDICIARY, .

WasMngicm, D.O.
The committee met pursuant t.o notice at 10:45 a.m., in room 2228,

Dirksen Senate Ofljce Building, Hon. Birch Bayh pTesMing.
Present: Senators Bayh and Dole. .
Staff prl's~nf: Suhcollllnittl'l' on the Constitution: Xl']i; A¢kN"Son.

chief counsel and executive dirC(ltor; Mary K. Jolly, staff 'difretor; .
I.inda Rogers·Kingshury, chief clerk; Christie Johnson; assistant
derk; Joseph P. Ailen, professional staff member; Brenpii Levenson,
counsel to Senator Dole; John Miner, counsel to Senator Kennedy;
Jesse Sydnor, counsel to Senator Metzenbauin; T9m Party, minority
('hie! counsel; Kim Pearson, minority legislative asSistant; Dennis
Shedd, counsel to Senator Thurmond. ". '.

Senator BAYH. 'We will have our committee come to order. .

OPENING STATEMENT OF HON. BmCH BAYH, A U.s. SENATOR
FROM .THE STATE OF INDIANA

I might say to our witne,;ses, I apologize for the fact that the pre­
\'ious committee business took time awav from all of us.

We appreciate the special effort that has been made by the Comp­
troller General, Mr. Staats, to be here this morning. I appreciate the
fact that my colleligue, Senator Dc,-]e, is able to attend this important
hearing. Senator Dole and I are glad to be allies on this important
piece of legislation. .

This morning the Senate Judiciary Committee is holding its first
day of ·hearings on S. 414, the University and Small Business Patent
Procedures Act. .

I have become very concerned that the United States israpidlv
losing its preeminent position in the development and production of
new teehnolo¢es. which historically has been our strong suit. Sorrie
examples of this disturbing trend are the following facts: .

Importation of foreign man,Ifactured goods are second only to
foreign imported oil as the biggest drain on U.S. dollarS-In the first
half of 1978 we suffered a $14.9 billion deficit on this importation.
Countries like Japan and 'West Germanv with fewer natural resonrces""
than the l.Tnited Statffi are paying for their imported oil with money
that tlley receive from expOrting- good!'l.

01
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, 'Tho number of patcnts issucd each yellr has d"clined ~teadily sineI'
1!171; " ,

The nlllnoer of 1~;.S. patents granted to foreigners has risen siflce
19i3 ll!IU now accounts for 35 pN'cent of lllll'atents iiiI'd in the United
States;, "

Ili\'c'st.Jllent in research lind de"elo!llllent OI'er the past 10 years; in
constant dollars, has failed to increase; , " '

American lJroducth·ity is growing at a much slower rate than that
ofonrfree\\;otldcotrlpctitoJ:S; ,

Sniall husinesses, which ha,'e compiled 'a' "eIT impreSsive record in
technological il!ilOvation, are r;>ceiving a'distressingly low percentage
of Federal research and de,-elopnwnt motHly; and

The nfllnher of patentahle inventioils made uncler federally sup-
ported reseal'ch ha~ heen in a steady decline_ ,
. There are 'I ntimher of theories on the, cause of this trend, hut one
area wlwre progres.~ could he madc immediatel.y is with in"entions
at'ising from federally supported univcrsity and small business
research. ' , "

Pr~sejltl.v; there al'e OI'er 20' diff('reut statutes and l:e~ulations in
existence which goxcrn ownership of im'entions that arc reported to
the Government each.year from its l'escarch,programs', The lincle'rlying
philosophy of tlwf,.e policies is ,that the funding; llgeilc~- shoultl retain
titl<- •OJ these iJ.lventions e,"en if the ag-ency hlls provided onl~' ll-rm!!.U{
~trtge of the fnndin!!"_ Pnfortnnately, the a!!""neics ha"e hac very
rittle Sii1'cess attracting prh'ate industr~' to dewlop aUfl market these
im"entions hecanse when the agencies retain the paient rights there
is little inrenth'e for any compan~- to undertake the risk and expense
of trying to de,-elop a new product.

This 111·ohlem is especially serious in the fif'ld of bimnedical research
prog"l"llms where delays hy the agencies in g1"lln,ing patent wai,-ers fbr
new drugs and p':Ocesses hll"e cOlldemned mllny p"ople to needless
suffering. rnless nnh'ersities and Sllllll1 husinesses receini the right tf)
retain the patent on these inventions, yaluahle discO"eries win,l lip
wllsting away 011 the funding" l1g-enc~"s sb~1 ,-es. henffiting" no one.

The DepaJ·tmentsof Enel"g-,-and.HEW" fre(]ucnth- take months. and
in some cases eYen years, to i'e,-iew these petItions' fOI" patent rights.
)[nny innntions conld mnke significant contributions to the health nnd
welInl"e needs of OUl' country jf tll(>y were ntilized. 'When the GovPl'n­
ment decides to retain patellt rigilts on these inyentions there is a
,-ery great chanC<' that tbey will n['\"er oe de,-eloped. Of the 30,000
patents that the Gm'el"nment presently holds. less than 4 percent arc
e,'er snccessfnllY licl'n'NI. This is very little return on the hillions of
dollars that we' spend """I'y yt'ar on i'esearch and den?lopment.

Another problem that this legislation address"s is the distressing);':
low !Jercentaw' of F~del"lll rl'5earch lJ,lOney that !!"oeb to small bli~incssl:s_
The Officc of )[anagement and Budget released a study wludt said
that firms with 1,000 emploY"es or less are cl"eclikd with almost half of
the industrial illno\'lltions mllde between 1ll.'\3 and 11l73. Small busi­
nesses ha\-e beel! found to :.ret more fi'om each rescarch;·and develop­
ment· dollar than Illrger contractors., In light of these facts it is yery
distllJ'hing" to l~aJ'll' that small husiness j'ecei,"es less thall 4 p"rcent of
the Fecl"ral resmrch and d('w]opmeut expenditure_ One mnjor reaSOn
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~6TH C?NGREf-S 4'1.'4'
1ST SESSION '.

To ll~~lld title. 3f:,,?!. ,the thli~etS~~t~s,:,9r:de;,':,t.o:':~'$~'fl~li~~''-.'R,·.ti~if~'rm:'.f'~der8.1
Rcflt~ntnroce~~r~J~r:' sm:~Jl', hU~ine.ss,~g: '~n~::,'~(}~pr~fj}'.,'Qr-gani ~~tions;,)~,'prea:t f!.',,a
~on siste~ 1.,pol,~~Y.'fl,~~,:p,r~cf~ure ,c(}~t~,,~ni~g,: "paten'ta~i Iit.... ,of,inventiqns made"

'. w'it~,l!~dera:l'8ssist8;r:tce;,: a,ndror 0..t.~'er re,lated, ..p~rp'),se:s;

IN THE SENATE OF THE UNITED STATES

A BILL
To amend title 35 of the United States Code; to establish a

unifonn Federal patent procedure for small businesses and

nonprofit organizations;' to create a consistent policy and

procedure concerning patentability of inventions made with

Federal assistance; and for other related purposes,

1 ' Be it enacted by the Senate and House of Representa­

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Universitv and Small
.;" ' "'"

4 Business Patent Procedures Act".

Ii-E.
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,"'f$E"t'.
,',,~~,;: jliJli~,\;,~'nd'~hjl'rti\'r:
0-'201; -.'Definitions'_ .

,'::~~O~;, Phpb'~itI~~ yf!ights;
_~-2():J'~_ M:~rf:~~,ir, ..1'1~ht~~
·~2(4··;":ftl':n~:rrt::o~,'~h~~:('.rn~:~nl:,jh\;~$t:inp.:nt:
-":ii),5" --Jlr('icrc:n~('f.cjrl'~nil('i·S£~I(,S :in'dus(h':
:~:~M:', qotlft~eni,i~H~:. ,'- .
~·~OT-.. r_riifo~:dau_se$. , ," ',' ",: "','_ :" , .'
"2,08. J)6ril,l;'!'.ti(':~n~ f{m~ign,' p,~~y~(·ti:()n,of f('d('r811~; o:wned invpn,tirlns.
:',209. R~gul~lions:govenli;n~,Ye?('nil: lir{'m;in~; .
"21'0. Cuordinati.onof .,Ppd:raJ·lict>rys,inK,pTlINit{'J;.
",21'1: ,~~strkti~nS}lnlj('ensini of it::dcraUy owr,ed, ili\'entions',
··2-1,'~. Pre~f'd('~('e of ('hflplt'r;
"213. R('lstionship to 8ntilrust:Ill,"?-~s.

7 "SEC. 200, POLICY AND OBJE01'IVE.-Itis the policy

8 lJ.nd objeetive of the Congress to use the patent system to

9 promote the utilization of im'entions arisillg from federally

10 supported rc.,earch or de\'elopm'ent; to eneourage maximum
!

11 participation of small business firms in federally supported

12 researeh and development efforts; to promote eollaboration

13 between e,'lmmereial eoncerns and nonprofit organizations,

14 ineluding uni"ersities; to ensure that inventions made by non­

15 profit organizations and small business firms are used in a

16 . manr,er to promote free competition and enterprise; to pro­

17 mote the eommercialization and l'ublie a"ailability of im'en­

18 tions ma.de in the United States by United States industry

1 SEC. 2. AMENDMENT OF TITI,E 35, UNITED STATES

2COIlF:, PATENTS.-Title 85 Qf the United States Code is

3 amended by adding after ehapter 17, a ne,,' ehapter as

'4 follows:

5 "CHAPTER 18.-PATENTABILITY OF INVENTIONS

6 MADE WITH FEDERAL ASSISTANCE
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1 and labor; toclisure that thc Government obtains sufficient

2 rights in federally supported inventions to meet the needs of

J3 the Governmcnt and protect the public against nonuse or tin­

4 rea~'-,nable use of in\·imtions; and to minimize. the costs or
.. : '. .: '.--',- . .

5 administering policies in this area.
,- ' .

6 "SEC. 201. DEFINITIONS.-As used in this chapter-

'( "(a) Thc term 'Federal agency' means any exccu-

8 tive agcncy as defi~ed in'section 105 of title. 5, United

9 States Code, and thc military departments as

10 by section 102 of title 5, United State~ code.

11 "(b) The term 'funding agreement' :means any

12 contract, grant, or cooperati\:e agreement entered, into

13 betwecn any Federal agcncy and any person .for the

14 performance of experimcntal, developmental, or rc-

15 search work (und~ in whole or in part by the Fcderal

16 GO\'ernmenL Such term includes any assignment, !>ub-

H stitution of parties, or subcontract of any type entered

18 into for the performancc of experimental, developmen-

19 tal, or research work under a funding agreement as

20 herein defined.

21 "(e) Thc term 'contractor' mcans any person that

22 is a party to fUilding agrecment.

23 "(d) The term 'im'ention' means any inveniion (>r

24 disc(>vcry which is or may be patentable or otherwi,se

25 protectable under this title.

'e'.j
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17 business cOrlcernas defined at section 2 of Public Law

·7

Administration.

"(i) The term 'nonprofit organization' means UUl- .

vf>rsitics and other institutions of higher education or

·an organization of thf> type described in section

50I(c)(3) of the Internal nevenue Cod!o' of 1954 (26

U.S.C. 501(c)) and exempt from taxation under secti\>n
•. , ..•.•.. ' .,'-",' .' :'-:-'._ ,',',' '0- '."_ -.c

3 duced to practice. in the performance of work undcr a

4 funding agreement.
.. " .. ' "".- ,',

5 "(0 The term 'practical· application' means to

6 manufacture in the case of a composition or product, to·
',,_ .. ,- ",-;,";" ,,', -.',,, " : - .. - .o,

7 practice in the case of a process or method, or to oper-

8 ate in the case of a machine or system;· aljd, .in each
. _,',' _. :.0 .... ':', ,-,-, "', ", _." _. .... .... ', .......

9 case, undcr such co~ditions as to establish that the in-

·1 "(e) The term 'subject invention' means 8ny in-

2 vention of the contractor conceived or rirst actuallv· re-
','- -.. " -'. .-'," ,', .. "',--.. , '. .. .. " .. " .. ,",

18 85~53l)(15 U.S.C.632) and implemcllting regulations

19 of the Administrator of the Small Business

10 vimtion is being utilized and that its benefits are to the

11 extent permitted by law or Government regulations

12 a\'ailable to the public on reasonable terms.

13 "(g) The term 'made' when used in relation to

14 any invention means the conception or first actual re-

15 duction to practice of such im·ention.

IG "(h) The term 'small busincss firm' means a small

24

23

20

21

22

25
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1 501(a) of the Internal Revenue Code (26 U.S.C.

2 501(a)).
.

3 "SEC. 202. DlSPOSITIOr; OF RIGHTs.-(a) Each non-

4 profit organization or small business firm may, within a rea-
:.'.,,;,.,' ::'".-'"

5 sonable time after disclosure as required by paragraph (c)(l)
'_,_ 'C' _,.'-

6 of this section, elect to retain title to any subject invention:

7 Provided, however, That a funding agreement may provide

80the.rw'ise (i) when 'the .subject invention' is made under a con~
" .' .... ,. ',. -" •. ,' ',' ,'_','.' .'.: ".'::- ',:.," .' '_, -'," ':.-".,. ',' "',: .. c'

9 tract for the operation of a Gove,rnment-o\vned research .or

10 production facility, or Hi) in exceptional circum'stances when

11 it is determined by the agency that restriction or elimination

12 of the right to retain title to any subject invention V\~11 bp,tter

13 promote the policy and objectives of this ch~pter. The rights

14 of the nonprofit organization or small business firm shall be

15 subject to the provisions of paragraph (c) of this section and

16 the other provisions of this chapter.

17 "(b)(I) Any determination under (ii) of paragraph (a) of

18 this section shall be in writing and accompanied by a "Titten

19 statement of facts justifying the determination. A copy of

20 each such determination and justification shall be sent to the

21 Comptroller General ~f the United States V\~thin thirty days

22 after the a\-;Brd of the applicable funding agreement. In the

23 case of determinations applicable to funding agrecments with.

24 small bU?iness firms copies shall also be sent to the Chief

25 Counsel for Advocacy of the Small Business Administration.
,:' - .' .... .' ,:_ _:. .' .. ', __ ..•, " .':0 ':_ "':',,., .'.' _.,' ,'..... .'.':.',:.'.' "_:. '_', ,.... .'.'.' '.: :_,

....



..
J



9

(l

1 "(2) If the ComptroBer Gelwral helieveg that any pat­

2 tern of determinntion~ hy a Federal age,iey ig eontrary to the

:J policy and {lhj('etil'cg of this chapte~ or that an agcncy'g poli­

4 des or' practiceg are otherwise not in conformance with thig
," .

5 chapter, the Comptroller General sha!! so advise the head of

6 the agency. The head of the agency shall ad\'ise the Comp­

7 troller General in writing within one hundred tw,-nty days of

13 Scnate and House of Representati\'es on the manner '0:

14 which this chapter is heing impl"mentedhy the agencies and

15 on such other aspects of Go\"ernment patent policies Bnd

16 practices with respect 10 federaBy funded in\"entions as the

17 Comptroller General helie\"es appropriate.

18 "(c) Each funding agreemen I wilh a gmall businesg firm

19 or nonprofil organization shall contain appropriate proYisions

20 lo,effectuatethe following:

21 "0) A requiremtnt that thc contraclor disclose

22 each stihi'\ct in~~ntionl0 the Federal agency wit,hin a

23 reasonah',,<.timeafter it is made and that the Federal

24 Oo\'ernmentinay receive title to any subject in\"ention

25nol reported to it \\;thin such time.



,7

1 "(:!) 'A r,plluin'mpnt that the 'pontrador n;nkp nn

contractor,ele"tiL!Yltr"(:3) A rcqnirement that7

4 Go,wnml'nt may rpcl'i,'p titlp to nllY suhjl'rt invention

5 in which til<' rontrartor does not ek'Pt to retnin rights
. '. . .

6 or fails to e1rrt rights within sueh time,

2 (l.J(\('!iOll to'r(\~ :li-ntitI.~> ,to '11J1Y sllhj'rr:t-"ir~n'Jltlory'wit hil1:~\'

!l " rl'asonahll' timp aft"r d'isC'iosurp and that the Fl'd('raJ

8 rights file pMent npplieations within r~asonahle times

f) and that th'r F"d"ral Govrrnment may rreei"e title to

10 aliy suhjert invrnti6ns in th" LTnitl'd States or other

II eountrirs in whieh thl' rontrarlor has' not filed pat"ut

12 applications on the subjt'C'l im"ention within such times,

I:, "(4) With respeet to any invrntion in whieh the

14 eontrartor elects rights, the Federal ageney shall have

15 a nonexC'iusi"e, nontransferable, irrl'\"ocable. paid-up li-

](; epme to practipl' or hu\'(' practiced for or one behalf of

Ii th,· (lnitt,t! Stntl's any suhject invention throughout the

18 world, and muy. if provided in thl' funding agreement.

I!J huvp udditional rights to sublicense any foreign govern-

:!O ment pursuant to any existing or f\lture treaty' or

21 agreement.

22 "(5) The right of .the Federal agenry to require

2:> periodie r"portingon t,he utilization or efforts at obtaiu-

24 iug lItilizationthat'lre being Inadeby the contractor or

:!5 his lieensees or assignees: Prodded, That any surh in-
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11

8

fying that the .inYention was made with GO\·etll.il1ent

support a:ndthat the GoYernment has certain rights in

theinYerition,

"(7) In the ease of a nonprofit orgl).nization, .(a) a

prohibition upon the assignment ofright~ to a subject

invention in the United States without the approval of

the Federal agency, except where such assignment is

made to an organization which, has as (\he of its pn-

formatinn may be treated by the Federal, egency as

commercial and finaneinl information obtained from a

person and privileged and confidential and not subject

to disclosure under the Freedom of Information Act.

"(6) An obligation on the part of the contractor,

in the event a United States patent application is filed

by or on its behall or by any f,,,signee of the contrac­

tor, to include within th~ sp. eifieation of such applica­

tion and any patent issuing thereon, a statement speci-

3

4

7

8

5.

6

H

"2·

1

J7

23 the i!lyention (proYided that such assignee shall besuh-

24 jeeuo the same provisions aSthe contractor) (b) a pro-

25 hibition against the granting of exclusive licenses unde.r

18 mary functions the management of inYentiom and

19 which is not, itself, engaged in or does not have a sub-

20 stantial proprietary interest in the manufacture Or sale

21 of produCts or the use of proces'ses that might utilize

22 tI,e im'ention or be in competition with embodiments of

16

13

14

10

11

15

12
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9

1 United States Patents or Patent Applications in a sub-

2 ject invention by the contractor for a period in excess

3 of the earlier of five years from first cemmercial sale or

4 .use of the invention or eight years from t~e date of the

5 exclusive license excepting that time before regulatory

6 agencies necessary to obtain premarket c1earahce

7 unless, on a case-by-case basis, the Federal agency ap-

8 proves a longer exclusive license. If exclusive field of

9 use licenses are granted, commercial sale or use in one

10 field of use shall not be deemed commercial sale or use

11 as to other fields of use; (c) a requirement that the con-

12 tractor share royalties with the inventor; and .(d) a re-

13 quirement that the balance of any royalties or income

14 earned by the contractor with respect to subject inven-

15 tions, after payment of expenses (including payments to

16 inYentors) incidental to the administration of subject in-

17 ventions, be utilized for the support of scientific re-

18 search or education.

19 "(8) The requirements of sections 203, 204, and

20 205 of this chapter.

21 "(d) If a contractor does not elect to retain title to a

~2 subjecti'lvemion in cases subject to this section, the Federal
~' : -.

23 agency may consider and after consultation with the conUM-

24 tor grant requests foiretentionof rights by theinvent(}r sub-
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24 "(a) that such action is necessary because the

25 contractor or assignee has not takcn, or is not· ex-

".' < ,',- ,'<:"',: ,-::,.~:,;.,:~~ ':, " .-'" ,.' ",,'

"SEc. 203. MARCil-IN RIGlITS.-With respect to any

10

1 ject to the provisions of this Act and rcgulations promulgattid

2 hereunder.

3 "(e) In any casE.' when a Federal employee is a coinven-

4 tor of any invention made under a funding agreement \\~th a

5 nonprofit or~ization or small business firm, the Federal

li agency employing such coinvcntor is authorized to trarsfer or

7 assign whatever rights it may acquire in the suhject invention

8 from its employee to the contractor subject to the conditions

9 set forth in this chapter,

10

11 subject invention in which flsffiall business firm or nonpr...f't

12 organization has acquired title undcr this chapter, the

13 Federal agency under whose funding agreement the suhject

14 invention was made shall have thc right, in accorda.nce with

15 such procedures as are provided in regulations promulgatcd

lli hereunder to require the subject im'entor, an assignee or ex­

17 clusive licensee (If a subject invention to grant a n6nexdu­

18 sive, partially exclus;ve, or exclusive license in any field of

H! use to a responsihleapplicant or applicants, upon terms that

20 are reasonable under the circumstances, and if .the contractor,

21 assignee, or exclusive licensee refuses such request, to grant

22 such I' license itself, if the Federfll agency determines

23 either-
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11

1 pected to'take within a reasonable time, effective steps

2 to achievc practical application of the subject invention

3 in such field of use; or

4 "(b) that such action is necessnry to al!eviate

5 henlth or safety needs which nre not r(,nsonably satis-

6 fied by the contractor, assignee, or their licensees; or

7 "(c) that such action is necessary 'to meet require-

S mt'nts for public use specified by Federal regulations

9 and such requirements are not reasonably satisfied by

10 the contractor, nssignee, or licensees; or

11 "(d) that such action is necessary because the

12 agrecment required by 'section ::Oii has not been ob-

13 tained or waived or because a licensee of the exclusive

14 right to use or scI! any subject invention in the United

15 States is in breach of its agreement "htained pursuant

I G to section20ii,

17 "SEC, 204, RETURN Of- Gon;R:-;~tE:<;T !:<;\'EST-

18 ~!BNT,~(n) If a nonprofit organization or smnl! business firm

HJ reeei\'es $250,000 in aftcr tax profits from thc licensing of

~o any subject invention within a period of ten years following

21 disdQsure of theim·ention, the Unitcd States shal! be entitled

22 to a share, to be negotiated, of up to50,per centum of all net

23 incorne during said period from licensing receh'cd by the con­

24 tractor ,hove $250,O{)O: P1'Ot-ided,hOlpet'er, That in no eVent

25 shall the United States be entitled to an amQllnt greater than
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1 that 1l0rtion of the Federal fllnding under the fUnding agree"

2 ment under whieh the subjeet invention \Vas made which was
. '. ,'- , " '.

3 expended on aetivities related to the making of the invendon.

4 "(b) In addition if a nonprofit organization or small

5 business firm rec'eives after tax profits in excess (>.­

6$2,000,000 on sales of products embodying or manufactured

7 by a process employing a subject invention, dllring a period

8 of ten years commencing with commercial exploitation of the

9 subject invention, the Government shall be entitled to

10 share, to be negotiated, of all additional'ihcome accruing·

11 from such sales up to the amount of the portion of the Gov"

12 ernment funding under the funding agreement under which

13 the invention was made which was expended on activities

14 related to the making of the im'ention less any amounts re­

15 ceived by the Govcrnment in accordance with paragraph (a)

:6 of this section 204,

17 "(c) The Director of the Office of Federal Procurement

18 Policy is authorized and directed to revise tbe' figures of

19 $250,000 and $2,000,000 in paragraphs (a) and (b) of this

20 section at lcast every three years in light of changes to the

21 Consumer Price Index or other indiceS which he, considers

22 reasonable to use.

23 "SEC. 205. PRE~'ERENCE FOR UNITEOS1'ATES INt)(js­

24' TtlY.-Notwithstal1dinganj' other provision of thisch~pter,

25 no small business firm or nonllrofit organization which re-
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1 ceives title to any subject inVention and no aS8igneeofany

2sllch nonprofit organization shall grant to a,nyperson the ex.

3 elusive right to use or sell any subject invention in the United

4 States unless such person agrees that any product$ embody.

5 ing the subject invention or produced through the use of the

6 subject invention will be manufactured substantially in the

7 United States. However. in individual cases. the requirement

8 for such an agreement may be waived by the Federal _gency

9 .U!lder whose funding agreement the inventi{}n was made

10 upiln a showing by the small business firm, nonprofit organi.

11 zation. or assii(llee that reasonable but unsuccessful efforts

12 have be.en made to grant licenses on silllilar tem;s topoten.

1.3 tia.l licensees that would be likely to manufacture substan­

14 tially in the United States.

15 "SEC. 206. CONFlDENTIALITY.-Federal agencies are

16 authorized to \\~thhold from disclosure to the public informa­

17 tion disclosing any invention in which the Federal GO'lern.

18 ment owns or may own a right, title. or interest <including a

19 nonexclusive license) for a reasonl\ble time in order for a

20 patent application to be filed. Furthermore; Federal agencies

21 shall not be required to release copies of any document which

22 is .part of an applica.tion for patent filed with the United

23 States Patent and Trademark Office or \\~thany foreign

24 patent office.
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14

1 "SEC. 207. UNIFORM CLAU8Es.-The Off;ce of Feder­

2 al Procurement l'6ficy, after receiving recommendations of

3 the Office of .science an.d Technology Policy, may issue regu­

4 lations which may ;'ij made applicable to Federal agencies
. . . . . -

5 establishing standard funding agreement provisions required

6 under this chapter.

7 . "Si>G.208. D()~JESTIG ANDFOREJONPkoTECTJON OF

8 FBpEIlALLY OWNED INvENTrONs.__E.achFederalagencJ·is

9 authorized to-

·10 "(1) apply f()r,obtail\, andmaintltln· pafelltsor

11 otherforms o[protectionin the United States and in'

12 foreign couritrieson inventions in which the Federa.l

13 GO\'ernment owns a right, title, or interest;

14 "(2) promote the licensing of im'entions covered

15 by fedetally owned patent applications, patents, or

16 other forms of protection obtained with the objective of

17 maximizing utilization by the public of the inventions

18 covcred thereby;

19 "(3) grant IlOnexclusive, exclusive, or partially ex-

20 clusive licenses under federally owned patent applica-

21 tions, patents, or other forms of protection obtained,

22 royalty-free or for royalties or otherconsideration,and

23 on such terms and conditions, including the- grant to

24 the licensee of t.he right of enforcernent pursuant to the
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15-

provisions of chapter 28 of this title as determined ap­

propriate in the public interest;

"(4) make market surveys and other investiga­

tions fOr determining the potential of federally owned

inventions for domestic and foreign licensing and other
.' ..'

forms of utilization, acquire technical information, and

engage in negotiations and other activities for promot­

ing the licensing and for the purpose of enhancing their

marketabilitv andfJublic utilization;
. -,' " ,. co.' .... '. ~- ,,' , '., ,. . .

"(5) undertake all other suitable and necessary

steps to protect and administer rights to federally

owned inventions on behalf of the Federal Governmcnt

either directly or through contract';

"(6) transfer custody and administrati~n, in whole

or in part, to the Department of Commerce or to an­

other Federal agency, of the right, title, or interest in

any federally owned im'ention for the purpose of carry­

ing out the provisions of paragraphs (1) through (4),

without regard to the provisions of the Federal Pro~

perty and Administrative Services Act of 194H (40

U.S.C. -HI); and

"(7) designate thc Department of Commcrce as

recipient of any or .all fu.nds receiYedfrom fees, royal­

ties, or other management of federally ownedin,·cn.

tions authorized under this chapter.
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1 "SEC. 209. REQULA-rIONsGO'!ERNING FEDElh\LL1­

2 CENSINo.~'l'heAdll1inistr~16r o[General Services is author"

3 ized loproll1ulgaleregulations·specifying the ternlsand eon'

4 ditions upon whiehany fe~erailyowned invention may he

5 licensed on a nonexc!llSl\'e, partiailyexclusive, or excll.l~ive

6 basis,

7 "SEC. 210. QOqRDINATION m' I<'Et>i;;RAL. LICENsiNG

8 PR,);CTlcfls.-The Seerctllfy of ·COrrill1erce is authorized In

9 cOpperation \\·ith.()fherFed~rall\gimcies to"'-

10 "(1) coordihatea.prograll1forassistingall Federal

Uagencies incarryingouttheal.lthority set fOrth in sec'

12 tion208;

13 "(2) pttblish notification of all federally owned in-

14 ventions that are availabk forlieensing;

15 "(3) eval\late inventions referred by Federal agen-

16 cies, and patent applications filed thereon. in order to

17 identify those inventions with the greatest commercial

18 potential and to insure proll1otion and utilization hy the

19 public of inventions so identified;

20 "(4) assist the Federal agencies in seeking and

21 maintaining proteCtion on inventions in the United

22 States and in forei~ eouritties,induding the payment

2:> of fees and costs connected therewith;

24 "(5) aceept el.lstodyand administration, in "'hole

25 or in part, of the right, title, and interest ill any inven-
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17 .

1 tion for the purposes set forth in paragraphs (1).

2 through (4) of section 208, with the approval of the

3 Federal agency concerned and without regard to the

4 provisions of tbe Federal Property and Administrative

5 Service Act of 1949 (40 U.S.C. 471);

6 "(6) reccive funds from fees, royalties, or other
. . ...". .

7 management of federally owned inventions authorized

8 under this chapter, but such fund shall be uscd only for

9 the purposesorthisell.ap~er;and

10 "(7) uhdertake suchoth~r functions directly or

11 througllsuchcontra~tsas are necessary and ilPpropri-

12 ate to accomplish the pUrPoses of this title.

13 "SEC. 211. RESTRICTIONS ONLICENStNG OF FEDER"

14 AL.LY OWNED INvENTIONs.-(a) No Federal agency shall

15 grant any license under a patentor patent application on a

16 federally owned invention unless the person requesting the

17 license has supplied the agency with a plan for development

18 and/or marketing of the invention,

19 "(b) A Federal agency shall normally grant the right to

20 use or sell any federally owned invention in the United States

21 only to a licensee that agrees that any products embodying

22 the invention or produced through the use of the invention

23 will bemanufactur~d substantially in the United Stiltes.

24 "(e)(l) EachFederal~eney may grant exclusive or

25 partiallye.xelusive licenses in any.invention covered by a fed-
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1 eraily owned dornesticpatent orpaterit a.ppk·ttiorionly if,

2 after public notice and opportunity forming \vritten objec,

3 tions;it is determinedthal-,-

4 "(AI the intetestsof the Federal Goverrirnentand

5 the public ,viii nest be served by the Proposed license,. ..'. '.

6 in view of the applicant's intentions,pla.ns, and a~!lity

7 to bringthe invention to practical applicatiorl or other-

8 wise promote the invention'sl1tilizationhy the public;.

9 "(H) the desired practical applica.tion has not been

10. achieved, or is not likely expeditiously to be achieved,

11 und.er any nonexclus.ivelicense which has been grante

12 ed, or which may he granted, on the invention;

13 "(el exclusive or partially exclusive licensing is a

14 reasonable and necessary incentive to call forth the in"

15 vestment of risk capital and expenditures to bring the

16 invention to practical application or otherwise promote

17 the invention's utilization by the public; and

18 "(D) the proposed terms ,and scope of exclusivity

19 are not greater than reasonably necessary to provide

20 the in~entive for bringing the invention to practical ap-

21 plication or otherwise promote the invention's utiliza-

22 tion by the public.

23 ';(2) A Federal.agency shall not gra.nt such exclusive or

24 pa.rtia.lly exclusive license under paragraph (1) of this subsec­

25 tion if it determines that the grant of such license will tend
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1 substaotially to lessen competition or result in undue concen:

2 tration in any section of the country in any line of commeree

3 to which the technology to be licensed relates, or to create or

4 maintain other situations inconsistent with the antitrust

5 laws.

6"(3) First preference in the exclusive or partially exclu­

7 sive licensing of federally o\VDed inventions shall go to small

8 business firms submitting plans that are determined by the
.

9 agency to be within the capabilities of the firms and as likely,

10 if executed, to bring the invention to practical applicati{)n as
,

11 any plans submitted by applicants that are not small business

12 firms.

13 "(d) Afterconsidcratio!J Qf;whether the intetests of the

14 Federal Hovernrn¢ntoi Ullit~d States industry in foreign

15 commerce will be enhanced, any Federal l\gency may grant

16 exclusive or partially exclusive licenses in any invention cov-

17 ered by a foreign patent application or patent, after public

18 notice andopporlunity for filing written objections, except

19 that a Federal agency shall not grant such exclusive or par­

20 tially exclusive license if it determines that the grant of such

21 license will tend substantially to lessln competition or result

22 in undue concentration in any section of the country in l\ny

23 line of commerce to which the technology to be licensed re­

24 lates, or to create or inaintain other situations inconsistent

25 with the antitrust laws.
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1 "(c) Thp Federal agency shall maintain a record of de­

2 terminations to grant exclusive or partially exclusive licenses.

3 "(0 Any grant of a license shall contain such terms and

'4 conditions as the Federal agency determines appropriate for

5 the protection of the ir.terests of the Federal Government and

6 the public. including provisions for the following:

7 "(1) periodic reporting on the utilization or efforts

8 at obtaining utili~ation that are beiug made by the Ii-

9 ce.o.s.e.e with paftlcular reference to the plan submitted:
.. ' ,"".'. .'.". .: ,. '. ". " .

10 Provided. ,'r'hatany such irJforrnation maybe treated

11 by the Federal agency as ComIl)ercial and financial in-

12 formationobtain~d from a person and privileged and

13 confidcntial and not subject to disclosure under the

14 Freedom of Information Act;

15 "(2) the right of the Federal agency to terminate

16 such license in whole or in part if it determines that

17 the licensee is not executing the plan submitted with

18 its request for a license and the licensee cannot other-

1!J wis,e demonstrate to the satisfaction vf the Federal

20 Agency that it has taken or can be expected to take

21 within a reasonable time. effcctive stcps to achieve

22 practical application .of the invention;

23 "(3) the right of the Federal agency to terminhte

24 such license in whole or in part if the licensee i,s in
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"0) section 1O(a) of the Act of June 29, 1935, as

added by title 1 of the Act of August 14, 1946 (7

U.S.C.427i(a); 60 Stat. 1085);

"(2) scction 205(a) of the Act of August 14, 194(;

(7 U.S.C. t624(a); 60 Stat. 10~JO);

"(3) section ,50l(c)of the Federal Coal Mine

Health and Safety Act of 1969 (30 U.S.C. 951(1'); 83

Stat. 742);.

"(4) section 106(1') of thc National Traffic and

MotorVehicle Safety Act of 1966 OStJ,S,C. I 935(c};

80 Stat, 721);

15

16

1 breach of an agrcement obtained pursuant to paragraph

2 (h) of this section; and

3 "(4\ the right of the Federal agency to terminate

4 the license in whole or in part if the agency determines

5 that such action is necessary to meet requirements for

6 public use specified by Federal regulations issued after

25

18

19

20

23

13 mariner that is inconsistent \\'ith this chapter, including but

14 not necessarily limited totheJQlIowing:

21

17

24

7 the date of the license and such requiremcht; are not

8 reasonably saJisfied by the· licensee.

9 "SEC. 212. PRECEDENCE OF ACT.-(a) This chaptcr

10 shall take precedence over any other Act which would reo

11 quire a disposition of rights in subject inventiOl]s of small

12 business firms or nonprofit organizations contractors in a

"ll)..~
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1 "(5) section 12 of the National Science Founda-

2 tioll Act of 1950 (42 U.S.C. 1871(a); 82 Stat. 860);

3 "(6) section 152 of the Atomic Energy Act of

4 1954 (42 U.S.C. 2182;68 Stat. 948);

5 "(7) section 805 of the Natiollal Aeronautics and

6 Space Act of I ~58(42U.S;C.2457);

7."(8) section 6 of the Co~1 Research Development

8 :.etof 1960 fSOU.s.c. 666; 74 Slat. 337);

n "(9)se~tion 4 oftile HcIillm AeL'\rhehdmcl!ts of

10 ·1!l6() (50 U.S.C.16ib; i4 Stat. 920';

II "(10) section 82 of the Arms Control and I)is3t,

·12 mament Act of 1961 (22 V.S.C. 2572; 75 Stat. 684);

18 "(Il) subsection (c) of sectinu802 of the

14 Appalachian Regional De\'c!opment Act of 1965 (40

15 U.S.C. App. 802(ei; 7fl ::tat. 5);

IG "(2) suhsection (a)(2) of section 216 of title :38,

17 United States Celde;

18 "0;3) scction H oCthe Fedcral Nonnuclear Energy

If) Rescareh and Devdopment Aet of 1974 \42 L:.S.C.

20 5901; 88 Stal. 1878);

21 "(4) section 3 oCthe Act of June 22. 1976 (42

22 U.S.C. I 9;,fld , note: flO. Sta,t. (94);

23 "(15) suhsection (d) of scction Gof the Baline

24 Water Con\'ersion Act of 1971 (42V.S.C. I 959(d); 85

25 Stat. 1(1);



I:l Act.

2:J

"(8) st'etion :J of th" Act of April fl, W-!-J. (:JO6

-l "( 17)seetion5(d)of the Consulherl'roduel .Safety

5 Act (15 U.SJ~, 2054(d); 88 St~t. 1211);

3 :l:'l.2);

I "(6) "cetion :1O:1 of the Water l{m'ourc!'s l{!,"

2 st>areh Act of 1!)(;4 (.12 lX.S.C: HJ6Je-:l; 78Stal.

26

20 "Ie) :'\othing in this ehaptl'r is int!'ndt'dto limit thgau.

21 thority of agt'llI'i,'s to agfl'" to the distrih1llion of rights in

"" in\'('ntions m,,,!,, in tht, pcrformanee of work under funding

2:1 agn>el1lt'uts ",ith persons otht'r than nonprofit organizations

24b/ small husiul'ssfinm inaet'oflhmee ",ith th!'. Stutt'Ill!'U! of

2fl (;o\""nlnll'lll I'all'nt I'olie~' iss lied \iy tht, I'rt>sid"n.ton August

Hi other la",s with respect to the disposition of rights in in\"I'n­

17 tious made in th" Ilt'rformanet' of fundingngret'mentswitll

18 p,'rsons otlll'r than nonprofit organizntionsor small husinl'.ss

1!l firms.

14 . "(h) 1("othing in this ehapter is intendedt(j altPr th!'

15 dfeet of th" laws cited in paragcaph (a) of this seetion or auy

7 U.S.C. 823; 58 Stat. J!J I); and

8 "O!l) st'etiou 8001 of the Solid Wast!' Disposal

!l Act (4:.! U.S.C. 1)!381; no Stat. 282!3).

10 Tht> Act creating this chapter shall he construed to take pre\'­

11 t'dme!' m'er any future Act uul!'ss that Act spec'ifieally cites

12 this Act and pro\"idcs that it shall takt, pr!'eedt'net' owr this
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24

1 23, Wil (3G Fell. Reg. 1G887), agency regulatiom, or other

2 applieahle regulations or 10 otlwrwise lin,;t the authority of

3 agelleie, to agrce to allow such lierson,; 10 n·tain o\\'ncrship

4 of 'Ileh in\·('nlions.

;, "SEC. :!I:l. HELATIOXSHlP TO ,\XTlTIWST LAWS.­

G Xo.thing in tllis chapler shall he de"med to eon\('y to any
,

7 persou immunity from civil or criminal liahilil.\', or to crealc

8 :Ul\" ddens", 10 HelioM, under anI' nnlitrust Inw....
" -. ...... '0, ", .. .' '.: .... ,' .... , '_.":_, ....

9 SEC', ';"), A~n::<J)~mXTS TU OTllER .\cTs.-Thc followc

10 ing AclS nre nmend"d ns foHows:

II (n) Seclion I;,G of the Alomie Energy Act of W;,4 (42

12 U.S,C. :!ISG; GR Slnt. 847) is amended hy deleting the words

13 "held j.,y the Commission or".

14 (h) The Xational Aeronuuties nndi:)puce Act of HJ;,8 is

15 amended hy repeali!lg paragraph (g) of sec,tion 305 (42

IG U.S.C. 24;,7(g); 72 Stat. 43G).

17 (c)The Federnl Xonnuclear Energ.\· Hcseareh and .De­

18 vclopment Act of 1974 is amendedhy repealing paragraphs

19 (g), (h), and (i) of section 9 (42 V.S.C. ;'908 (g), (h), nild (i);

20 88Stat. ISBn-IS9 I).

21 SEC. 4. EFFECTl\'E DATE.-This Act ,hall take effect

22 one hundred and eight;· days after the date of ils e1wtment,

23 except lilat the regnJations referred to in Section 2, or other

24 implementing regulations, may be issued prior to that time.

41..,.:;25..,.-;19---3
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Senafor n",Yli. I yield to my colleague from Kansas.
Senato'r DOLE. Mr. Chairman, I appreciate your calling the hear-

ings. I think we can make a very good record. '
r would ask thlitmy statement be made a part of the record. I will '

not read it because 1 know that some of the witnesses are under some
time constraints. I know that I have to kave fairly soon as well.

OPENING STATEMENT OF SENATOR ,BOB DOLE. A U.S. SENATOR
FROM THE STATE OF KANSAS

UIl'ACT OF n;Df:p.AL POLICY

The effect ,of this policy is. twofold, bearin~,on the consumer as
well as on the econolTly in general. In bothcaS<'s" the public is thl)
vict.im. When Jargea.nlOuntsof taxpayers' money fi're dirCfted to tim
research field, the public expedsand deserves to reap the benefit of
its ilwestment in the fprm of products available for its cOllSumption.
WIlen this fails to m.tterialize, it is obvious t.hat. t.he Go\'ernment has
renp/!ed on jts promist'. This is evidencl'<1 by the fact. that, of,the
28,000 inventions ftmded by the Government, only about 5 percent
han, lx>enused. .

The damal'in~ impact of the Federal patent policy on the econoiny
is dram.tt.ic. That we han, lost. our leader>;hip role to .Japan in' the
fields of electronics altd shipbllildin!! is no accident.. 'Yithollt. ShOlt­
term exclusive I'i!!hts. B1Uall flrms cannot. take the risk of bringing
innovltt.ions to the co.mmel'eial market, hut. lal'!!e, foreign firms can
and are doing so. withidells I!lelllwd from U.S.-funded I'eseateh.
That. the richest Nat10n on E!lrthhas a t.ra~le deficit wit.h Japan
amounting to :;;1:\ billion leaves roo.lIl for retlcction, when o,nc con­
siders thl\ fact tha,t..lapanh:ts no natural reSOllrce;; pn her mainland.
Our llnllllll] growth is3 percent as ,opposc-d toS perci',nt in Japan.
0,,"· Ill'''"!.\' e;;tnhli~h<,dtieswitl.t Chillnmakl\ the Peonle's Hepllhlie
a e'llloi<lnte for emnlation of the.Japanese exampk With a pOpllht.
lution of !lOOlllillioll pcpple, thl"Ou,!(h the potential llS<' of U$. tel'll­
nolo!!.\' to whieh itsac"es" is now guaranleed, China cOllldbecol11e a
lIlost formid,\bJt>eompetitol\ ','

'I'h" <l"\'eloplIlent (;fledIllO]0l!icnl innoqltion hy ,~o"erlllnentund
iUlln>;tr,\' inconntries sltc,h as .lnpan and Germany, is fi'contributing
fudor in their dominance of world tmde.
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WHAT IS TIlE AXSWERI

Protectionism is not what I am ad,-ocating. Such a theory would
be counterproductive and one I do not adhere to on general prin­
ciples. ~Yhat_I am rath~,r sug~esting is that the an~w~r to fo,reign
competItIOn hes neither III an lllcrease of export subsidies, nor ill all
incre1\se oftari Ifs, but in an increase ill productivity. I believe that the
protection that patent rights for a limited limOlmt of time would
guarantee to American Business would be a gillllJ step toward pro-
viding iricenth'es for ;;reater prodllctivity. "

Our economy is one which has alwavs run on America's innovatil'l~
l!'enlUS, This resource mnst not be allo\,"ed to waste away on (WCOJIllt
of unnecessary delays and redtape, Complex 1111cs and regulations ,le­
vised by Federal al!encies ar!' detrimental to stimulating produCti,'ity
and enterprise. They are particularly har1nful to small business from
which, tra,litionnll,', il1l1omti\'e an,lcreati,'e programs hnve emanated.
Tn the field of Illedieal inno\'ation. the obstl1lction of patent rights hy
Federal agencies is an extremely serions problem. Indeed, when medical
in\'Cn~ions oJf<:rinl'j potenti:ll cm'es for discases are withheld, it is the
verv 1I,'es of Amencans wlucll are affected.

1'he almost n,h-ci'Fal:ial rdationship that now exists between bnsi­
nes." nnd GO\,(~rJ1mentmnst he replacc<1 by a tnte and genuine p:hiner­
ship, a partnership in whieh the Go,'erument ,.. ill act as impresario in
bringing industry and Illli,'er~itiestogether witll new fields of knowl.
edge. an,l their pmctical implemcntation.

C'OAL- O}~ LEGISLATIOX

The l"nim-sitv all,l Small llusin"",; PatentPrneedu!'cs. Ad that
Senator Bnyh nn;U have int]"(}(IIIl'l'(1 ,,"onla estahlish a miiform pc]j"y.
/.!lIamnteeing rights for a limited periorl to inwntions made nmler
fe,lel'll]]y "pOl"or,,<1 l'eeenn'h, SlIeh n policy wou1<1 h<'!p jll'()mote the
utilization of inwntions and wOllld eneOllm<re the pnrticipntinrl9f
eontmctor,; in Gm"prJ1meot"sjlonsorerl R, & D, hy doilW this. the PllhJl"
imcstment in It & D. wOllld he nl'Otec·te<1. and the Pllblie interest ,,'ould
he sen'ed. nrronlill;; to the direction giv,;il by the COIl'ititlltion in
artiel" 1. section .",

B"for" eOIl<'!lIding, I should like to nsk that the text of an artieh:;
pnhlishecl in the "'nshinf,"1onl'o,t 01] April R. Will. titled "Patent Hill
Seeks Shift to Bolsl<'I' Innovation," he imerted for the r"col'<1. follow-
ill'" tllC t('xt of my stMen\ent,. .

[Th(j article r'eferred h)follo\\'s;]

{From. tbeWashlngtonPost,Apr. S. 1~t9)

rATF.~-r ,BiLL SL!';KS SUIFT'ToBoLRTF.S I~SOYATio:i'

(n~, Bradley GrJlhall1)

Th(> U.R.,:tcwf'rnm(l-ut dflnls nhollt·$:m'hll1fonPR(·h ;\'e,~r to hiI~in(>!"'sp!,~' n-nd
unh~("r!olitl€'~(or r~:-:pn.r('h H t1<l deyelqpment, nndt,nus Ilrovid~s' sE'ed mOllE'S f()r
SPYPT.rtl ,tlHlll~nnd hWf'ntirms;

.Tll~t-who th~S{> in\"t'ntions OtlJ;bt tob<'lollg to has'be~na'tnatt{-rofcontenHous
df.'hnfpoyer the- y,€'n r~;

On,'nne, ~hle nl"(" Ul~ ,"tit~l!'it~','-Ino~tly'('rms\lmpr'n~vO('ntp~ an.d trnl'tJ)tl1"t(.r~:"'="'"
who h~,lI(>:Y(>whnt. the ~()\'ernm('nl pays for belongs to, the peopleunu no one
produeershould hegrnnte4a Im~eut lUOnOil:Oly.
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01'Po_siU~_ tllenl,.,nre,'" t~~ -', Ulirr'jl~,Crfii'~I:t0Rlty.::btl.~i,neSs ;p~op~e.- .-ti?h~~~ity_ :'I':~
~('nte lH-':r~,Jtnd'pnt('ntntt'Orn('s~.:,,-,vIHJ dll,lmt IW·Lif,· the: tl,tllStS"h·:l,":~their w~llY'
Ui'e ,il.t\'(~llt:in~lir(j<;e~s, 'yiU .-suffer,;'rl1i'Y -sa:y __iIl"imt?r61n'-1~t ,he, _;t.nO\~·~ t~ ':p~o~t
~,h r0llj!-h'!"x(:.:utiveJit:f.>nses; orl 'lll('irIn \"l'Tl t-~-6ns. -TheIr, roo ltd,:?'bn t ' .....l11Cll is n~fill·
uhlt·to-~\'_C'r'\"on.c.-,~~.-o~}ittl~,~·:lluet.o:allyunf':.:_, _ _ , '_ ,".: _', - ," '.',

:X~eitl1l't':_t:otJgr~!,;s-t).fltlhePl'e~iden~--hn~_- heen .nbl¢,Jo, -_(lecif1e~~hlch:bullCh, to
.~J~l(' ,"'ith~, tlrOll:;'h_11p t' -~ot _l~l(~k of tr.,Yill~(.-J~a'<',k -in ',l!J:t:J\ _rr~sid('n t _H:~_I()S(:Y_f'l:t" Pl'o­
clnIrned· 'the' m:el1,fnra nniCorlIl ,~Oy~nHJfeut,p~lt~n~{l()ll~y;." 'fhis'vms.,f?n(~,\ved
h,,~ ~<l(l-Cncle,,or, ,~~vol)f cou~t"('~!'ionnl(liscl1s~~f)ns,; tll()nil"c,(1,11ple:ofD1id~}~-CO\lrSe
n iHlgl;lS,t-i:~"ijt¢~,i{Wntia,l :order,~" and ,fiilnlly. 1110re::,copgr~sional:,..di~u~si(Jn. But
nou-!lifn.~m)\Olh·y"."", " ., . ' ' •. '' '.:: :",:", ," .. ".

! ..p(t', fo 'the·m~•.;1n:'~;1ed{'r.nl, n~:\,ne:ie$, I~nYe, iIl1.pt",o~,I~p~.,-rOll .cc?n: ~~leS~'the,te~uIt
'To,: Lt."', ,:,?Z.dig:er-t;pt fmlcli-llg,t\;;e1lci('s (li~l)oseof "f1~l-~ent, rightsong~YCrtlIllent

fi"niln~·f'(lreF(mr'~l1in~~dirrcrel1t:',wn.y:-:!., "__ ,', "'" ""'. ", - ,,", :
rnr~I)\erI!lirent ,'c()nlrac:tor~. t Id~ -,p~.tpnnrri" of:i~~n(,-y:po,nci('.q,lmsl£,:(l to' eon·

(~i~ion :.\'tld"i:i~con:rag;f'~lell.t,.F('der:,llomelaIS.. t()0,.' (l:l,fi;l,'Pi~H:h, Pl~:i.\ tlH?:trl1it,rari­
. tll~.~!!;of tIi~.,<:u.rr('nl·_~Y~tf'm~:~rh~>··,d.'F-T(;fef ;t'oo~)Crnte,·.un'lle~ the 'hl,~tructi0tl U,ntl:
li'gnl:nEo1t'C;tion i1ftlCou,l-.'"n:';.:sion:llordl'r. ',,::",',' .,.,.'",.. '. ,'., " ,'

f\t~~i'I,!J'i.ll~,toli i~ wr.~lt;, p()nf~~:lt ie,~t)lL T~i r<'l:1',11n:O'hof-,In{Ji:ll1i1 Jlf::tl:,Repn l~nc::U}
srill~.·n()l,leFt',l1pl{;~o.f 1\(lill~:,I.S' .win '. huM· h~11,ri,IH~,~ .?'n:l<'~[~llrt:i9'rl·tllnt,' wonldtHt
to.w!n.'<1'JJI~:.li(\{>.it~·.r:,.'TJlc '~rT13 t'o~s :lr~~' Ilrl)lH,otin~,.,a .lIHl .•.to.t!i~~:e. IJ,nir(!t,itif.•~ •. Otll.(~:r
n~l~lpro'tlf,J;'~ot1-p!=;':n p~lf'I1Hlll ~u~i llCSS{'~' U:le.rii}hts to;i[l v.t~nH?t;l,~ 11l3:de,lHl<}er. fell·
('r:lt,r('~~al"t·l•. nnd(li'ynll)m~nt ~olltr.n.ft~k ': :,.. .' • ,:: ':". . ::':" ':.' ",'.', . . ,,'

,X(JticealJIY.lni~~in~,fron~. the ,prO'p-o~aJ-, i~, .any' .pro\"l~tQn'f~'~··l~,rgecorp<?~.ntion~~
Tl~e.Jlilr-5Sfl{jil~ors~:I,:~~11f\t tn 'i-ncllHlethl'm,\~cn'11{lin'"i te.. nHtp:nin!,ic~1eJ(>at•. ~:h iCll
l~, \"("ll.tlt .. hal lI~il(,(].l\'C{lll~11e.o,fse.! r:i ,tl~O .Wh~ll,'ns~ II-lila l",pn,tent ljC(,l,l::-in~Jlill~~S

. 'in trl l~l~H}~d~.,'~(HI!;llm'<',r a<h"oca t(·.:;atIll ·nnt.!trtlat. lllW ~(('rS -':It,the:tim~;cried ·.·gi\~e-­
nwa-Y.lllonop:olj-~:nlClprofitferiB~:lIld thutw,as thr f'H1lort1,I::tt,. ', .... '

l·.nt' it":"tlot Otl~\" t·:!eeXd~lRicm()fhi~,hll~inr~s tll i~ ti l.netlJ'nt has· the:J}.nrhiDole
f{)rcC's. f('elin~ opt"iIilistic ':sosoon nn~r ,thP.,'l('~lslnti've::e,mb.erRfrom':thQ"1:l.~t fl::;bt
hnvr-.(·n()lcd.Tlley fel'l,thelilon:cl or the countrS,ha~,:H\\·.\lll)~iTI.thgIr :favor.A
hri~ht('n('-{ljl~tfon:ll.<,pn('ern ... o\'{'r· th~ w:mtiTl1 ,o,f . AUlerican, inno\"ation bas
llrO\lli,tl"{~ n~"iew of uJl Foli('i('9; which touchontlH' ill \·~nttYe'.Pro(':('!;s.. ,. , '

'~1t11ink qll:~ ('lilll<lte ishettC'r nowth~'ln it h:l~ herR In~Tears.n~'\I<l,~\rthnr
Oh<:,nnnY('l",nresidpntof )I~ll~n:lon R€'~e.trch'Corp. ,in Cambridge and an official
of flJe:-:'mall TIuf'i nr'~s n('i'enr{'h As;.:;ociatiotl.

AW:hite-'Jlon~e'n.dvi~(lrY'pnn(>lmade \1Il of private, patent experts,nndhe:ld\?,d
11y Hollert Bl'nson. an AHIs-Chnlml~rsCorp"':lawy('r.!'e<'ommC"ndeclto'Pret.idt>nt
Carter st'verul mouths ngo(':';t'l.blishing n mOre r<.'laxe<i;llnd unlfor-qt government
lk'1tent poli{'y. .. '

One erHical prohlenlubw ig that ,lOts ,of Inn'nHon3,$imply nre'notgetUng
out to tnHrket.ThegoV"f:'rnmrnt holds}). portfolio <"s,timated.:Ith~tw<"ell.:?;\OOO
ntH1 ;W.OOO llnfcntH. UnclC"f-:::nm'g l1r('{lmnin:lnce in R&D ;:;ince"·.orld"'Wal" II has
gNJeratell in the gOyerUlnent's handsihe:--~lnrgestnumber otpatents in tIle
naHon.

l"r(1'('rnl officials. nre<1uick to. eit('exnmples· 'ot J~O\Ter,ilment .inn'1ntion~ .. that
IHl.vehl~en de\"elop<:'d for comm('rcinillse~Tbe",listincludl's,'l:;,rannlar ft>rtHi".E"r~

the ner0501 dh::p-t'n~er.dehYdrnte\l potntoftnkt'f; ~mlfrnzpn ornri~e'Jl1ice con4

ct'ntrate.. nut shH1ies~t,lOwthatallot t'heir examples addli'p to less than 4 per.
CPU t OfUl(> ~m·('rnnwnt~s whole. port fnli-o. ... '., ,

".f~xpe-rie-I)~(fhl}s sllOwn thl1t.:ther;o,·<,~n,tlIentIS,.oot hI a posiUon.,to ta.k~.ad..
,n,ntn~(' .o,f its own(>~hip·of patents· to promote, .'-'Ilt'<'rprlS('t.·tlle· adv:lso:ry,wnel
reported to C:trtC'r."Pri\~Qte cOlop.;'loiC's, .. Ofl. tll€'. other hand~~'tj'(,):aroin.-a-position
to.ll~e'thepntent ~rn,nt ar~ nrdillat:'lly.u\lwnHn~to,take.a, non:excl~lRi1~ license.
nnd('r n· Jl:o\"'~tt,\u}ent·ow~cd.pnt,entnn,tl: cOInmit.tllen~{'-ssaiyftInd! to develop
t1J.~iIl\".f'nt,inn,f'hl('ei.t~hn~n{)tnrotPcU~rttromeon;tp't'ti,tiOll/', ., .... ..•. '. .:,.',,"

Thr,. na)·h~J)0l{' hill. iR R sort ,of tl_'8t1m,oni~lto,~orDl-anLtitk~r~ -,~hero ,8:ruong
nnt \"E~r,:.lty rCS('1l r<>hers nnd .li('('n~tng,.p:r011onent8•.I.,.a n{('~- ~·.a,s pntent'co.ufif;('l ,n t the
DI,:par:tlIlent. of. UNIIth-, l::dU('ll tl,nnuQd. \yelfnr:e until IH~.~n('e-relllonl()l1Sflri~':; in
Decl'mher for ,~·hnt officials ~aswns'~ol1dnc.tanll ~\~d~nentn()t-u"().tot.ne depart­
m~neft professional sta-nl1ards.Latker's fans SRY he: waslet,gQ:'for 'doIng his Job
too ,,-ell.

Lntker, now tn' ,wi\"ste law pr~ctice. Is not ':)"o'urus.ualfirebrnnd. He ,~pent
, 22 ot,~I~ '48 years in go,,·ernment senotceand: from tb~ta,("(}uireda1:l,aPPreciation'

BESJCOPY AVAILABLE
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t(i(;l'~l~lio,rltr:·~tld'iJ._sJrO!1g,s~1is~b~ wo~,ki-n'g w:i tbilf the sy!tem. l~ut ~~eiistt-o#ger
\\:a,~·,pH;.:zealo,us,ne.ss;torSHul:'ring:inD~'y-ati{)Il-' .' , " ,_,' _" ,,'." , ' .

l~'~-,i~:>~red-ited 'yJt-lldere16ping, an "elahorate _arr~ng~m£'nt-atH~W.cnlIe.4
, ll~' In~tlt,)UoI~al.-P;ltent,Ag:re{'Ill(·nt"w~lc_h en'sH.y tr3.'nsf~rr:ed "patents,-'0ut ,of- the
goye_rt}meIl.~,:.'l'hnt,wn~l,p:il:e" ",:Hh" Um, I~e'Jillblicnus,in- :the'Xi];',()TI .,'a~4'"lf0n1,years.
Bl~t- tf' 't~~: ;~arter,People it:iiltlWnredJ.ia.u~~r v,"llggi;\·lng B:WllY the· .stope~,

S~~ior;"o.fl1c,inJH:::lt"lfl'~\v:o:rder~l,ntl~~t~a i;t0-l.' ~(lnw:e~" all,r~aq~~,t~~ .'~_edsion,s.
As ·.(t:_r...~!ml_t; ,th~ ,d('~iRifl:,m~"O~l,p,en(lirig_pl),tel1t ·-reqll~st~:.w¢r~;d·elnyed; ~ple:·u'ni\"er·
'·~l~l~s ... \}Oe.r~.m:Hre,d.Tbej','stn"r-te(l cO.Il1plaln~ng .to ·.·Congress., LntlteI" ,'coipplained,
too.. ·.·.· .• ". . . .... .'. ..•.... .... ........•...•.•....

Thn t~s.~l.l~n· 'Bn,y1i:RTIdp{}le~tQflP('d.-; :111.· D.ole: cha~ed: ;JlF;~Y ...~~th,:, ;'qu,~U:Il~ .the
Ph.1,'gn.·on:hiome(Hc~il,fese?-rchlWIlol,ling.-.lip actinrl· .. on .·iIll'll0rt.a.rtt npW.d.rn~~ and
m~dlc"!de,.icc" IJEW respondi\d quickly. It. released somepatents+nrid it also
let l:O ofLlltl<er.. ..... . ..'. . . . . .

·Vlle., ".nI1coillh~~ ,d~l,lfiteo ..,er, thel~n~.~~Yh. uncI pole~nlbs~quentls"'Jntr<Kl:uee'd
p,r~rlli~os to raiF~,q u('~ti.f)nso! i mIKlrtnt1r:e, to'the structure·,:)nd,i,nYeIlti~e'-streng~h
Oftb~U.S;~()no·lnY~8,onl~keYis~"fes:w..tlrpe:... '.. ... ':, ...•:'" .. ,' ',,<: .. ' ..", . ':c. " .

":t-l~;h~~~elJ.· tll,e, tItl-i.sts .. lind, lil~eu,.;t~r~;.wiIic}-t aJ}1,lrO:1,(.~ll"~nC01~,r3,g~~ tl.l,~.groatest
di~"emlnntioll,()rilewhlrotn)atJon?~J;lleg()y(·rrl-ril.ellt"srecorq>ot'.;c:ornr!ll-:rcifil~
izntF)ll .i::J ..;e~r,tn:inly .' pOQr•... 'hnttlip. .Cl.lntx::u'tors·. ,I~tl't :,Jhl1r.J~,,lletter.o,:c~c\',c~~l
~twljeSJ1,an~,:F:h,t)wn',thntno mor,e ,tlmn13 percent' 9!'Iial~nts'Qbtaine~Jh!
COl)t'r:v'tin'~e-n(ltd~:Pincnmme,rci:tlluse.:,·.. .. .- . . ,:' .' '" :,'.':,.,' , .' ,C'··

'Yf).tlld,,~~YiJH~,.,nway·pntt>u,fS.. to.f!o\;e'rn}nf'ht COiltrn,c~or~' ,re.~p.lt.J.n the" 1.l\lild.
'UJ1:c)f:HJl:dUR,J:rl?nm>OlYP'(}~:e~s~ .. ;1.~IH~r~, iR-litUeS1Ire ,e\·ldf'ri~e.~itl.l.er..'iVil,~~'~, .'

\Ypn~t,'9onHa.Btoii5,:':'':·1l9IF~t ... '11ntf'llf!? ,('n,,io:.~ ,vir.dfall'pr/)tlb~?:,'l~h(~ Ji('~nsers
~m~\~Oer·lio.>hlit,if )10t•• then' why .. nre .thrY,$()il1:;isten~,tbe,g(w~r.1l1n~~ft..·gJye
a,,'~"::lt~:pntrJ:lt,s:'rls~lljnc('ntl\~e to inn'ston:'? The: licptl.!::~,:r~ ,sa:riti~· to lmild

,n· rirot~(~t1~'~,~it19at"n.J:":mlndthyir. inventions. tomnke· .f;\lrp c.oli1peHtor,Q \l.(tI)/t
tnk("fl-~\:,TI:l.lrn~eotth~111. TJte~:r nttitnd12:~mt11is might··l.iestbe .. summcclllp'::ls
··"-haf:..h',fi\·,e \\·I)·~o,ttolo~e" ()r ··h('tterf.~f~thnn f:orr~."

]Jint,'justl n ~n,~("exc·e~~i~.:pprofltR do T0!-;l1lt.from· apnt('nt~iY{'il~~ny, P,ol,C'-lJayh
inelmies 'n"p:ly:-i!J(('K:pn,wI~inn rNll1irit1~ '.itl\·f>ntors who mnl~01nrgepr(lfit~.tore­
hnl.lHT's~ federa 1 n;rt'pcip$i·fof· tb(' ~uPl)Qrtthey.r(',"'('iredin ere-n.ting,tlw i~nonlr~on.

,,,,'ilLeol~PflnlpR J:'(mny 'stop tnking'g()n~rIl1n(>ntworli:'if,t.hC'Te'R n~,("ha'll~e i,n
pn tentT)()JipY'!'rh;ex ,hn-Y~h:'t- yet; .. at 1~~:F"t ·n()tin .. ~r.e:lt hordes. Amlit, i~m',t fiimnle
pntriMi:o:m'Othatl'eC'ps tl~em.hiddj·nJ:' oncontrnct~_ )ffin(>y", irl('a~. skil1Ran(ltrn iniIl~
still fto\l,"wH11):!O\'PrJ1 Ill('nt,sJlnnsor;:';hiI)~Ontlleoth()r.lliln\ 1: it,i~ J!e~pr::l1s.ngr(>e(1

that t}w('urrl:'nt sF~teIl1 tentls to ,favor Iargecofl'orati-ons with the time and
le~nl f':lnff:to wade,throUgh. the u~encie~.

",·hethf'rgo,E>rnment.oB1rials f"Yl:'Il· ha \0(, the ri~ht to~i 'Ie-fi:...... ny pn tent~ for fC'(]':'

ernn~ofinanced inyenti?DS ii-; snhject to di:-:pnte.Xa-!3.<-,r'.<.: Public Int<~rpst.TllI"'o <'11al·
lenged th~ practi('c.seYt?rnl ye;lrs nl-':o.elnhnin.~Conl!re~s~eYf'r-hn5.grantedl('gis·
lati...e authority, Hut th(~ chnlh'n:':t' wn~ tli!:\mi:::o:pd on the, .h.R,OlHlds thatXnder's
grmlIllnd~('dRtnndln::::;and the merits of the Cfif'(' lI(>"('r'Wl~re 'dt"("ided;

'YIliff' J I,-,u~.{>om(·inls h.n~ t:l~,,'11 110 fOrTn;ll Tli)"itlon ~'l't on.thr.'patC'nt I1nf·,~tion.

And <'ritks of the na~oh·Do.lp propo~al nrc sure to mnke th<'lllseh°C"s' hea,~a-lf{lf0I"e
thf' :Hlmini:o:trntion take-ssidc.\s.. . .' .

nut.n£:ii~. that tlH~ times iml~d haY~ chnngf'd is ~ul:!.f!:e~t('d hY.t.herhuled reo­
f.:llon:-:('l"n!nr from trndHlonnlly ~tnllr.(·htitl1~t~.An aide to ~t'ILHn15s('H LOll,~ (0.,
I.fl. ,). flv(>terlln. npostle o.f .go,,{'rnnlent·)wld lJlltPnt~h[l." told lln:.h's ~t;l.f.fthat the
f'(>nfLt(lrw~,II~'t"~('ti\'el~'(}pJlo~e"the Hcen::-Iul! hill. (Anoth()'r Lon~ aid~.howe~er,
R.'1l f ll\Il,hH('ly tllnt I~on~hllsn'tmndeup hi~' mind_. 'l'he ,~Tu:'tie('> l)-epnrtment'santi­
trust r~wyerf-;.,.norIU~py,hORt ileto nnythln~~mackingor mOllopoly, say tlHl-y"r~
r~:l !"~('~~lub' 11\('1rposit ion on g-o\"('rnmpll t p:-ttf'nt~.

'l'rouhl.,e sqll ..maY:,com1l' 'frmil. ~lleh. H('('n~ln~ oppon~nts nsconslltl1er,nc1nwnte
nalrh~ndf'r.:Admlt1l1 I-Iymnn Rickoyt>r.nnd 8e'.l$,. Edw:trd ~('nne.dY,O)~.:\fns~.)'
nml ..(;nyltlrtl Xp~~o~·JTF\Yiso). In,thls r('g"arcl,it mas noth~lptl'!nthl~hll~jr~p.~~~
tJ10HJ:h eX('ln(}e-d,lmRthrown it.s 8uIlilOrt .he-bind.the"ltiU, (;('n-ernLFaf'c.trf<>.:~hi("h
n<"xt.t()t,he (;()\Oernlllf>nttll-cs the mo~t pntents ,each y{'ar, cans the meRSUt"('·tl stt'I)
itl the r:l~htdlr('Ctlon. .. . . ' ' _

. S<>nator DOLF.. I tltinkthe eh?irman lln~ prctty ,,"cll snmmnriz"othe
prohlenl. "We have a patcnt polle.\' that gencrnlh' cnconl"llrrcs rctcntion
hy the Go\'~rnmcntof rights to in\'~ntiollS it silOlIsored. In trying to

BEST COpy AVAILABLE
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find ,I'ays to resolve the situation that hasresulted from such a poHey,
we feel that S. 414 is a significant step in the right direction. .

There have been a number of good suggestions. 'V" believe that we
eml acconllnodate the objections of some and perhaps compromiSe on
others. . ..

I also ask permission, ~[r. Chairman. that certain questions might
he subulitted to ~[r. ::itaats· hy :;ollator Thllrmond and mayll<.' we cml
have a responsein writint( to the. questions he has. as he cou!,ln't be
Iwre· this mol·fiiilg'. I woutel make the same request for my;;elf as I am
regretflllly not ahl<, to stay. .

Senator BAYH. Without objection,.so ordered.
Senator DOLE. Thilllk you, ~Ir. Chairman.
I would also like to make a part of the record the ",tatement of Sen­

ntor Strom. Thurmond, the ranking Republican on the Senate Judici­
ar}' Commlttee, who supports the measure; and also a copy of the
statement of Senator Hatch in support of the measure,.an outstanding
statement. . .

[The statements follow:]

OPENIN(1S'l'~~Fll!EN't9~SENATORORRING<.IJ.A.TCII,Nfr·S.
~};NATOIfF1tOMTIIE~T~.TEOEUTAlI . ..

TllolaltnchingofSputnik Ibv th~ Soviets 1n1957 cauSed oTlcofthe
greatest upheavals in the scientIfic and ncadeIni.c p?mmllnities ourso'
ciety has experienced. Tp.is event spurred .a decade of research and de· .
wlopmentunpara.lle1ed in this Nation's history. Adding forceful inl'
lwtlls to the country'slemerlPng priority on teehnologicalclgvel()plnent
was the Federa.l Government's sponsorship of research and develop·
nwut carriled onill the priyate sector. .. . . . . .

Rese[\rch llnd c]evelopment .carried on in the State of "Ctall bybl)si­
ness entities anclourhiglwreducation system has contributed ,!;reatlv
to this u~)sur,!;e in tIm areas of aerospace technology, biomedical ni·
search. andotlll'r vital technologieal areas. •

However, while PropelliTlg th(1 United State~ to the forefront of
technologically aclmnceel. countries, this partnership between GO\'­

.ernment-supported scientists and thepri nlte sector has given rise to
some very serious problems. The most serious problem is the denial
ofsmaH business, uni,'ersities, and other entities in the. pri'-ate sector
to enjoy the full fmits of their labors becanse of the Federal GO\'­
Prnment's refusal to rt'liuCIuish patent rights inherent in the ill\'en-
t ion process. . •... . .

As oneof thc cosponsors of this le,!;islation, I belieye S.41!must
pl'odele n twofohl iueeutiYe to alledate the apparent chill on t.'ch­
nolon:ical iunomtion: .

(i) The greatest possible ·comnwreialization of hllUrlreds of pres·
{'ntly valuable, Yet 1\1I113e<l, (lise"wries and inwntions, the titles to
whieh [\1''' held h\-the Feeleral GO\·en)Uwut.· ...

(;l)The fullest utilizntionof"mall 11l1~ines.<; and nnimsitv reo
SC)lII'eeS in futurl\l'('seal'eh and devclopment free from arbitrary
patent poli"raIH1 proceelure... . . . .. .

Thc Federal (;m·Pl1llueutholcls n portfolio of nearly ~8.000 patents.
Ouly {per.."nt of this totnlh'l\'c been dewloped for commercial use.
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'Hundreds of presently useful and \~a,]uable in\-ent~:Ons arc h-ing
,dormant rather than benefiting tlw public in such areas as medicine
a!HI enerf,'J-. Twenty-two diffcrent fundinH a~en~ies dispose of pa\el:t
rIght,; on Go\-ernment-financed research 1I1 22 dIfferent ways. ThIS IS .
e\·ide.nce that the present policies and procedures are seriously in­
adequate to meet the cohtih(ling ll,nu increasing need of stimulating
primte sector R. & D. slipplemented by Federal assistance.

The U.S. role in technoJogicitl inno\'ation is in serious jeopardy
of slippillg from it!'; preeminent leadership position. In many places
today, it is beliC\~ed that our role has been relegated to that of fol­
Iml"(;r. The accomplislunents achieved by this country's tedmologiral
Henaissance of the 1950's and 1960's must continue to be fostered in
the atmosphere which comes with the security of vatent protection~
strictly linjited to that degree necessary to protect Ie~itimitte Federal
int('rests. That atmosphe.re is now permeated with the air of confu­
sion, arbitl;ariness. and most disfressmg-hesitancy.. .

Federal research and developl\lent funding now exceeds $26 bil·
lion. The need for collaboration and harmony between tile public
and private sector is.obvious. . .

The protectiOli mandr,ted' bv a uniform pdtent policy is now both
appropriate arid neceSsary. .' " .

OPENING STATEMl'NT OF SENATOR STR01>r THURMOND, A U.S.
SENATOlt FROM THE STATE OF SOUTH CAROLINA

:Ur.CIU\iqllan, todaY'wi;nreholdin~hea.ringS on 8.414, the,Uni.
\'ersity and Small Bu!';inessPatent Procedures Act. This bill w?u.ld
grant limited patent protection to universities, nonprofitorganiza­
tions, and small busineS!ies which are wilIingto spend the money nec­
essary to develop and market inventions created during their Govern­
ment-funded research.

This bill is aimed at the problem of declining inventions and nIno·
yntions which we are experiencing in America today_ One basic reason
for the (le.c1ine iStI.,e lack.. of a uniform. F.e.d.eral p.olicy deali.ng w..•it.....I.l.
im-entions developed throughGo"vernm~!!t-fun<Ied programs•. The
I!uidelines which do exist tend to discourage, rather than encourage,
innovation .and inyent ion development. The lack of incentive hM
,urely hampered resear~:, and development in the university and small
bn,iness comll1unitv.

S. 414 also seeks'to insure that when a ben(,'ficial invention i" dt'vel·
oped. itwill bE;made available as s,oon aspossible. Even iithe Fedt'ral
Government were to encourage new invention:,.their impaet would be
yelT sli/!ht ,mIess the American people were abletohenefit from them,

ThehiIl offers a limited pntent right to tllOSC who developed inven·
tions. hut it also ,lemands that they show proofo( their attempts to
I!<.'t their inventions marketed a!'l qukkl:v as is reas.mable. S. 414 fur­
ther nids the American people bv reqniringthat most of the manu·
facturing in theim-ention-marketing process be done in the United
Stat(>s. . '

Yet. de"pit(> the (>hcou!a/!(>m(>nt of the invention proc(>"S. thebil]
,tiII prot(>('fs the interests of the Federal Governml'nt. The United
States.can refuse to nllow'n patent grant ifit determines that such 11
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gr~nt runs counter to national or publicinterest. The United States
would aiso retain the license to use any invention developed through
ieder!llly funded pr6gra~s. ~ , ,. . .
Pe:~aps the IllOSt ~igllific~~t feature of tlllS bIll IS the recoupment

pr9VISlOll. Under this prOVISion, the Government would be. able to
recoup its original investment oneo the in\"~nt9l' l!ither sttrpasses·S:!50,­
000 in aftertax profits or receives over $2 million in salCs Of related
products. . .

The concept behind this bill is a good one. These hearings will give
us the bene/it of the dews of others who are knowledgeable in this
area. Hopefully, we will be able to insure that this bill encourages new
product innovations and helps sti'engthen our economy. I look forward
to the testimony we will hear before this subcommittee.

Senator BAYII. Our first witness this morning is :Mr. Elmer B. Stllats,
the Comptrollel' General of the United Statcs.

Mr. Staats is a man of 10l1f( ilnd varied public sen'ice. lIe joined
the Bureau of the Budget in 1939 and was appointed as Deputy
Director by President Truman in 1950. In 1953 ~Ir, StaatR left GO\"
ernment serviCe and became Re~ar.ch Director for ~IarshallField .and
Co. in Chicago, President Eisenhower appoinwd him as Execlltive Of­
ficer of the newly established Operations Coordinating BOilrd of the
National Socilrity COllneil in 1954-. ;\11', Staats was reappointed Deputy
Director of the Bureau of the Budget in 1\)50 and continued in this
position under Presidents Kcnnedy and J olmson until his appointment
in 1066 as Comptroller General.

Mr. Staats was also a member of the 1971 Commission on Govern­
ment Procurement which reported that delays ·inherent in after-the­
fact dctermination of ownership of patents arisin!!: from Gove111­
ment research and development progrums was not elTcctive in deliver- .
ingnew innntions to the marketplace. .

Lato last year Senator Robert Dole and I requested the General Ac­
counting Office to review the effects of the present Government patent
policies and we are certainly happy that :III'. Staats is here today to
inform the .Judiciary Committce ulxl1lt the resultR of that studv.

Of particular sigllifieanee, it seems til me. in ad,lition to his present
1'010 as Comptroller Gencral, is the faet that :III'. Staats was also tt mem­
ber of the 1071 Commission on Government Procul'l'ment, ,,'hidl re­
ported that many of the existing' agency patent policies ronceming
ownership of inventions cominl" out of Govel'llmcnt re~earch f,nd de­
velopment programs were not effccti"e in dclinring new inventi'Jns to
tho marketplace. Mr. Staats has had, therefore, a great deal of ex-
pedellce with this problem. .

lYe appreciate very much the fact thut he and his coll('agues are with
us today. Please proceed, Mr. Staats.

TESTIMONY. OF ELMER B. STAATS. COMPTROLLER GENERAL OF
THE UNITED STATES; ACCOMPANIED BY JOHN W. CRAFT AND
JACK S. HEINBAUGH

~tr. STAATS. Thank you, )[1'. Chllirman.
j 1f 1 might just inject l\ bit of It per,.,onal note, I have had interest in
, this sllbj~ct for a great man~' years, both before I bccame Comptrollcr
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General and since, I think the fundamental prcblem that we face in
this country today has to do with the decline in our rate of productivity
growth.

As you know, for the last 10 years the rate has been running aOOu! 1,6
percent a year, which is exactly one-half of what it ran for the preVIous
20 years. The most recent quarter is down to 1.1 percent.

It is due to many factors, but this, heariI\.g is cert!!!1;1ly releva~t. to
the whole problem of how are we gomg to Improve tne productiVIty
growth in this country. .

I lim jroing to skip o~'er the first few paragraphs and start on page
two, on the need for uniform patent legislation, I will submit for the
record a short background paper on past efforts to set Federal patent
policy.

Them have heen a number of attemnts to establish a uniform patent
poIii'v £orth(\ Federal Government. Foremost among them have been
the Pre.qidential Memorandum and Statement of Government Patent
Policy first issl1cd in 1!)63 and re\';s(\d in 1971. . . ,

These attempts ha\'e b(\en relatively Unb'lccessful and nollcv has
dl'\'elopeel m'er the y(\ars on an agency~by-ag(\ncy basIs. There
are wide \'ariane(\s in the \vay agencies have interpreted the Pr(\si­
dentia! policy. \vhich embodies both titIe-in-the-Government and title-
in-the-cclntra('tor policies, ..

Additionally. pi(\('em(\al lellislation has made uniform implemen­
tation b~' tho ag(\nci"s increasingly difficult. As a r(\splf. toelay there
are approximatelv 20 different patent nrrahg(\.ments employed by
thpYnriol1s:ex('('nt.i\·~,-'f1_ttrncics~ '_ ',' ,', ,,' _ '''''''' _', _.

TI](\ proposNl l(\gislntion would. in our opinion, go a long way in
overcoming this confusion. It deals (\xplicitly with licensing and sets
forth ownership prm'isions for small business and nonprofit organi­
zations,

Hmvev(\r. th(\ treatmeu( of oth(\r business entities would still be
gm'(\rnNll 'y Prcsi,l(\ntia I policy or statute,

The biparti,ou Commission ou Gm'ernment Proenr(\m(\nt. which in­
(\1\1(1(\,1 memh(\l's fl'Ol11 the Senate, House, executi\'(; bmnch agencies,
nlHl the l)l'i"nt(\ s(\dor. was (\stahlish(\el to r(\commend impronm(\nts
;n all ~spects of 1'I'oclIl'(\mentpoliC:v, A m~-ilor task g-roup of the C'om­
miccjon l'(\"i(\'Y(\,l GovprnJn(\nf. patent policy.

Th(\ COll1miFcion placecl consid(\rnhle importance on tlw n(\d for
Gonrnnwnt patent polici(\s to stimulat(\ commercialization of in­
ventions. Its Dec(\ll1h(\r 1!lj2 I'eport stnteel that. (\ffecti,'p pnt(\nt policy
mllFt. tnkn a,h'nntag(\ of th(\ ffi(\t that elenlopment will be l)romoted
h~' those ha\'iu~ an pxclnsin\ int(\r(\s\; at th(\ snm(\ time. th(\ poliGY
mllFt. prO\'ide for oth(\I'S to exploit. the innntion if an· exclusi\'e iil­
tereFt do(\s not pro,llIce the desil'(\el r(\slllt.

The CommiFsion \"as ~keptical of th'e Pl'<'sid(\ntia! poli(\y because
it )'(\liccl on aft(\r·tlw·fa(\t dispocition of paf.(\nt rights, T]1(\y Snw that
policy as cnusing d(\]a\'ed lItilization of eliscoYeries, incr(\ns(\el adminis­
trath'e cmt$, find a lessening in the willingness of some firms to par-
ti(\ipat(\ in Go,'ernm(\nt rCS(\firch work. .

Xe\'ertJ](\l(\ss, th(\ Commission r(\~ommeneleel prompt. arid iiniform
irnpl(\mcntation h~' the (\xeclith'e agen(\ies so that further ass(\ssmcnt
cOllld be based on actual experience. If such an assessment. rC\-ealed
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w~akn~sf3es in thcp"iicy, theCom/Tlission .sl)gges0d a legisl~ti\reap·
pro;lchwhich\vouJd pe.rmit rete!)tion of titjeby contrllctorS,. sub·
jectt{) mllrch"tnri('hts ant! 9ther sufegui:rds. Itlllsor~?/»JtleIlde~l~n.
actlllcnt()f legIslatl0Il gmntmg ~1111genClesdeaNUt alithorItyt6 Issue .
exglusive licensps; . . .. .• .... . ..... ... .. ... . . •.•.

The Com!l1ission considered the Committee on (}?Vem!l1elltl"alent .. /
Policy tobein the best position to ussessagep.eyprogressinilllplement. v
ilIg the revised policy. .... •.. . . ."... .•• ·.i . .•..... .•.........

TIm COlmI1itte~on GoyernmelitPatent.Policy.was estab1iehedby
the.l?e<leral CoulIeil for Science alId Technology to fulfill~reql,\ire.
melltof .the 1963 Presidential·.. statement. The oom!l1ittee was .• to
analyze the. effectiveness ofl?ederal patent policy and recommend

. re\'isioIISO~JIlodifica.t~ons. .• .....
Theconlmitt~, which inelu<led representatives··f~OmnloStofthe

n.s, :p.lfi<e:neies? evaluated. ~xecutive agelleyexjJeriencel1nder the
Presi<lcntiuljJ9lic:y undconeluded, in 19705, that ithudnotbeeIlef.
Jectiyelyorunif0l'l1l1yim:ple!l1entcd; .• .. .•. ...••.• ..• ..••. ... .•...• .•..

'cFhee()lnJtlittee found. that· patcntPoliey legiljlatioli· was.lleeded to
tinif:yagen.e:y praetiges for a.lIocati!J14 rightst9cQl.}tra.i:}tor invcnti?nS
lfl)dtoclanfy agellcy allthorlty to grant IIx.c!l,\sp.re!IcensesJorGoverIl-
ri1eIlt·own~d invelItiolIs. •.... . .... •.. .. . •....

Thll c91nmittee'soonelllsion ·.that le14islationwasl)eededappearsto
havebeen infhIel)Ced l;lytwo si.tuatiOlls. First,there was thech~ctmeIlt
of p"tent legislation applicable tn individual agencies, particularly
se.ctiop>90f the Federal Nonntlc1ear Energy Research and DeveloO"
mentActof 1?74. with title·in"the-Goyernment orientation.. The same
laIlI!~a~ has since been incorporated by reference in other acts af­
fecting variouSag~ncies'R. & D.programs, such as the water resources
and solid wastedi~posalacts. . ... .. . .

The second situation was· the. confusion created by two .lawsuits
brought against the Government, by PublicCitizen, Inc:, thatques­
tioned the authority of l?ederal agencies to exclusively license inven­
tions and aHow Government contraetni'S tordain title to iIlventions.
Because both.suits were dismissed for lack of standing to sue, and not
on their merit,the issue was not resohed. , ..

The aeed for legislation is also supported by OUr review of current
patent procedm'es and practices at selected agencies. We expect to
report the Jetails of our finctings to this committee by the end of .Time.
We found that the Presidential policy has notbeen impkmented uni­
formly. Agel)cies. in establishing procedures for determiliing rights to
imentions, are.often free to move in almost any direction.

The most notable ree.ent changes have taken place at the Department
nf Henlth, Education. and Welfllre, and the Depart!l1ent of Defense,
withrespect to llonprofit organizations. . . . ..•...

These two agencies follow the policy l'stablished. hythe rr~sidential

me!l1orandu!l1> nnd staterrlPnt as re\"is<'din Hl7l. Dllring fi$eul. year
HJ78; they provided oyer 60 percent of l?ederaIR. &D. funding for
colleges nIldnniyersities. . . . ... ..

We will also discuss the Department of Energy and thll National
Aeronalltics nIld· Space·Adlllinistration, both of which operat,; under
policies estahlisllPd by statute.

l?irst the Department of :Health, Education, and Welfare.
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Adfuini!'tto..tiv(l .•(1¢Yel06IIi~n.ts· dlll'i~.I!tlie laSt2·•.y~nrnat.th~o1)~rart­
fuent of .tIMItIi, EducatIOn, and W(!lfare appear to oolea4ln~ to II:
re\o(!rsioilJo P?lides .and prncti~s followed at tlie Dcpartin(lnt prior
toGAO'W1968 reportto theCon~re$. .... . 0 ••.. ... .... .• . .•

At tliat. t!jne,\v!>report<,(l.tlint HEWwns taokm!;! t\Hcfor the.v?y­
<'tmnent ~Q mventlonsrewultmg froln resenrchmmcdlClnnl "h~llllstry,
Thi\ .wnsl?locking deyelopment •. of. these .. in,oentiol1s .nndimpe\ling
co(\perntive <'iJ"orts Iwtwecn II1liversities~nll the commercia.lo sect?r.

Wefoundthntli\uHlr<,ds oine\\" eompopnds dcveloped at umverslty
lah?ratoril's lladn.otbeen tested and scr<'encdhy. thl}phnrmncenticaI
imlustIT.h<,cnnse manllfactlnoers\\7ere llnwilHng- .to llllf)ertnketh(l ex­
pensc,,:it]lollt so.me possibility of ohtaining excJllsivc rights to further
(lcYeloPrncnt ()fn pr?lnising prociucto . .. .•.• . •. .... ...

To .correct this. lVe sllflzested to theSccretn.ry. thn t ITE1Vexpedite·
lletern~inatilms()frightsulylllse Im;titutiOllnl Patent Agre~rnentSo'-­
lI\\"s,-.which\V()uhl pcrmitllnivel3ities with. nrpro,ocd techl\()Jo;;y
transfcri'rogr~mstoreta.intitJc. . .... ....•.•.... ~ .••. . ..

lIE'Vfpl1fl\ved oln'~II1!!!estlonsand, as pf (ktpQ<>r19/ S. ItilflH1lp!e­
1l1l'nterJ\lgr(\(>l11en~s with 72in~ti~utipnsoThel""nt ional ScienceFon.n,l,,·
ti!,n.anotlterinajor~~enc)' suprorting R & D,atcolkgesand l\ni\O~l"_o
sities, \j('gn)) llsing thesel1g-t°eement.sill19n,IPA'§ werp<'n.dory'pd. fot"
gpycrnlllPntwirle,lSP.!l.y.thcCOnllllittee on Gpyernmpnt. PatpntPolie,'T
in J1l7i), and FederalJ'rQcurcment Regplations on IPA's wcreissued
inW7fk . •... .... ....• .. ..•. ..•. ..' ..

In Jnll' 1078, HE'V'sQfficp of GeneralConnsl'lcfteulntNl foreolll-.
111e.nta p.'it.pnt p..• olie}.0'.11'... a.f.t. l'l'port.l"c.c.omnwn. 'lin.J!.thnt.thp.D.. e.p.a... lin.lent. 's
llSC of IPA'sbe reconsidered because IP;\'s dekgnte to grantee in-
stiintions pm,pr over the. desirability. method, and pace of dl'\Oelop-
mpnt of inventions, T',is, tlw reportstatcd, was eoncpptunlJ}' inco'F...t)~
si,tl'ntowi!hapY~lEW object2"eotJwr !h~n rapid con;!l'wrcia1i7.utiflll' rrZtl ~

Begmnmg In Xo\"Cmbl'r19/7, the HI'~" AssIstant (,enfral Crmnsel .
for Bnsiness and Administrntive I.llW had beglln dplaying re,oiew of
caspob}o:case ,leterminations of rights prepared by the Pntent Brandl.
In n statenlent iSSUNI Angnst 15, 1978. the Genel'al COllncilacknowl­
('dgerl th:,t " backlog of cases existed and said it resulted fl'om n mOl;e
ca ref,ilre\'iew. .

The pnrpose of this rHie\". according to the General Counsel. was
to make snre that assignment of patent. rights to llniloersitiesand
research institutes did not stifle emnpetition in the prinlte sedol:·in
those c"seswlwre conlpelition coul,] bring the fruits of l'l'sl'arc1l to
the pul ,lie faster nndmore economieallv,

We fonnd that the Assistant Genornl Connse]'s I'l'Yiewof llt-dt
(lpt('nninntionsdul'in~t11 i~t inH' \yns In'l!l'ngi ng () lnonth~. lfC' t:xam_ine(~

fOllr ellsesin Sl)me detnil. In three, the re,'iew aflirml'd thl' cprrectness
of the Pntent Branch's detel'lninntion to gnll1t titll' to tbe contrl1dm',
Th,'"" l'eviewstook fmm 8 to .15 months tQ complete, Rl','i,'w,,! tbe
fourth ease tooknbont 14 months. reWl>'ing the llcterminntion <:lithe
P:ltPllt Hrllndl llnd l'pt"illin::t titl~ for. Illl' J)('pattnwnt.

Thp Pharmlleenti~nJ ~rnnnfnctlll"Pl'S Association is e011cerlw,l ahont
IH:""s 'h:laysil1 proce;;sing indi\'illlllllcases, !w,'nluation of patent
poltc" optlO~~.ntlll possihhl reYersion to pntentpraetiel's mlll proce.
dnres used pl'lor to our 1968 report. In a r<'cent lettl'r to thl' Secretaro)'
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o(HE'y; the n#ocintiPltsfat~dtl1at.the r~scal'ch,ba~etpr~rlption
ll.rt... I.g.1.'n.'.lns... try...•.. fee... I.S..•••ID.....orestr.o... ng.I.Y. th.. a.. n.ever.t.hat.anexSI.l.IRive ill.tc..restis esselltial if Government-finaneed new drug compounds aro t(j cllt~r
clinicl.1! progral1lsfunded~ytlmprivarosector.

ThoAsspciatiolll\rgtled; .... .." ... .... ..• . . ..•... < '.
l~"our,v£eW'._ n'E''Y'~eate,nt p:oHsr '_f>ho;uld~ot b~strn.c~11r~:d_s9' ft~,'t,?" :1~rest1"3..t.n·:'~' '

orrrgulnte"the a,.rillnhHlty ",flp,.cutIQM rC"I~Jtln¢ from UF.Wreseprch, '1'111$<]''''''
strikes. Us as truly an ntteIl\pt to suppress technology to the detrlmetitof the

pnbllc •. •. ..•• ...> .. . .
The policies an<l. rl'gnJationsof the Dl'partmcnt ofDefenseai-e ba8<'<1

ort· thoPr~sidl'ntiarpolky,.)rostDefens~ cl)l1trl\ct~ !I11p,*, contractors
with!ln l'stabli~l\(~d commercial position t" retain title to their
invl'l1tions. . . .... . .. ..' . ... .. . ... ... . .•• . .•

Bl'cause nonprofit inMitntionRgl'n('TaUy Inck~dancstahliRlledcoli1.
lIll'rciaIPosition. "?efcn~e in\l'rrtetl'd theJ.>residentinlp?licyn:s~c­
qniring the IIS0 of!lde.fl'rr~<I·dctl'rrniniltioll claHsc--:-whererights are
detl'rminedn:fteran in"entionhashe"n idl!ntified••

J{m"l"'l'r. for InallY ycarR.the.D:rmtfnwnt got nrolmnthishYllsiJig
"'''Rpeciall''itnntiol1~'~,;eption(lfthePresirll'ntinl policy topilt;t:title,
in-thl"l'Ontractor typl'. of dnIlR~ill"ont~actswith cettain qinilifying
Imiv~rsitiesf1l1fll1onprofitoI-gR!li~atiolls...... .. i •.•..·. .•.

In Allgnstl,!i7!J•.Dl'fn1SC• .,..-it11.110 nrly:m<-e notifi"ation. revi~enits
J'l'g1llatjons. discontinll!ng lIRC of th<> "~pedal sitnatiqn<t>xCerti?n. r
In~ea(1.jt rl'qniredullimRities which wanted.a.title retention "lanRe
to. fnfllis1l. informntiqlllo t1l" ('ontractin~omcl'r for II~tenT)illing

.Whetherth.e ",orl,toheperfol'!Il"dwus inufield of teehnolOJ~-direct 1;V
r<'1atl',lto nn arl'llin"hidl thelllliversity had an dTedi\-l' technology
trntl'ferprogrnmOl-an l'stahlisherl commerdal. position.

TII'l-anReof Ill<' fllhlitionnl·ll,lnlinistrnti,'(' hnrrlen, mnnv reRl'al'eh
inst it ntions. ~nl1seqnentl>' sleeted. not to Rnbmit thl' informatiqn De­
fen'e reqniml fOr the titlemtent ion dan~e, ,ha rl'snlt. there was an
liO percent incre:lse in Ill<' 1!Sl' of ddened det"rmination clauRes by
Defensedllring fiReal Year JHir.,

Ollr m'i"w of "as"Riwoeesse,1 tl11rin!! that war showell that althOllirh
contractor;;' IW[llCstR for !!reater rights in idelltifi\',l inn'ntiollR were /
apprm'erl 111 all C:lse~. tl,e De.partmenHook from abont 1 to 1II01'l' than
7 1llonthsf(J nlfl kp. those'. (h:~t{'rminntions.

Tim Fnl\'ersitv P,'tent Poliev Slll)("ol11mittee of thl' COIlllTlittcl'on
(;O\wnnwnt Pat'l'llt Pi,liey rl'!ldrtell that it :lp.peam! thata ,1efel'l"erl
tldermination often '1<'t5 n~'llinst th" e"p",litit>!l' tl",'elnnnl<'nt nn,l
ntilization of ihwlltionslw rl"l:n'in!!fl (]<'cision.lhat eOllld ha"e l)<'cn
I11n,l" nt Ihl' timl' of flln,lin:r. AihniniRtr:ltil'l' roots of hoth th(\(;m'­
l'r!1lJ1ent nn,l Iltlin'l"itieR nrell111WeeR"nri1Y ine:'"nsed h" thl' ni-prl tn
prepare, re"jew. ',<11<1 respond to req\ll'sts .for right$ on it ensc·h;:-eaRE\
·"aSl',

1'hl'Xnvy not.ed, in Ft-hrl\:tr\" ]!jiil. that potonh-l,a\l an ad,litioll'll
atlministrniiYc Il1ll'llenheelll>lncl'd 0:1. ::pi\l'r"itb~ hut that the t;n)(\
ne<'l's~al~' forcontractinir nn,l patl'lltoflicers tOllln1;l' nrletermination
on t}I" fl ppro"rint(> patent (>]nllR(\ hall increase.1 ,1rn~ticallY.

Tn 1fl77. 1I1l' Air F(ln-~, nfter eonllucting a thoTOlll.!h r~,'ie\\' o.f the
revised policy. dl'tPl'l.nilIed thatlll<' praetiel' of qualifying institnti"n;;
for l'ndl contract wnsl1lm-lnir in a dirl'etion eOllnterprorlucth'e to'"
cost-elTl'ctiYe. reasonnhlyaccl'ptablll policy. .

~~..
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T9dntt',.·Defel1~hall.·riot •• ilri.pl~~ented lh&.IISfJ'b!JJist~tlltii)Tilll •• Pat.
ent lI./trt'ements.'l'his iria~tiorin:ndFI:E'V'sreconsidcmtlOn.ofthe Usa
of IPA'~aro.pnr:tiClllarlydifJjcult toun,;lerstand l~alise they run
countort~ the1975 Committee On Government Patent Poli~y study
an(l the considerations which led to the reg'ulatio~s isslledin 1978... .

'TheA.~omic Eilergy Artqf l~M and Reeti(m.() <;>f tJWi l')deraINon­
nuclearJ1nergyResearchltndJ)cvelopluef\t.l\et of 1974,>l1S amended,
g<ivefll1)llfiaI101ent of1i11Iel'l.,')' patentpolk.\·, :::ecti.on l) .isprobltbJy
till) most (letlLiled, ?onrprehensive indivip.ual statute enacted to date. It
providestliat Ilo1'ma;)b' the. GoyernnlPnt",ill take title.toi.nventions.
lMit'also.givt)S .th~.DQESecretal"Ydisc,retionn:ryallthq~ity:.towaive
the Government's rights in favor of the .eoiitractor if ,certam eril;erilL
lll"e rnet. '.' .. , . .... .' .' . . ...... '. .... ..... ". .. .'

The resultsofoperntions nndetthe.0"onnuc!en.r:Enlltgy ActofJ974
llre.sil!,llificltntbecause, us TnotefLprevio~~sly,thes,~melanguageha.~
heenJncorp0r'atetlbyreferene.einothet'statnte!;. D.PEappears to 00
fnJlc(,ioninglt!!equnt<.lly nnd"r its le~slnted patentpoIicies.. .

FI<iw~ve.r,thereare probl"ms. OurJ'7view ?f nte~ent year's caseil
Sho'YMthat (,hl) tilTl(\fqrde:teIT(linill~.ri:rhtsto j(lontifi¢(l inyention!l
'\Oa!! JPf\gtl1y,IlVel'llPIlg' a.oolltl3.. month~. DOErc"n:rniz~s thrttits
pol ic:vct¢ntcs·Pt"!Jl~msrol'l).oth•th(\D~partn'.llnt. al~ditsprospe()tix~
contr'nds; Dl'lnJ's in t.he'f{. &1), l"OiltI'll,:t,ingpr()('p$~ are. cn'11'*'(] hy-the
sllbstl\nti~l burdens crea(i>u·bY.petitiof\ing, ne~otin,ting, and deter.
mining waivers' .' ...• . ......•

}'Ve feel that n patent poli(\y .that rro\·idesfor(',.m'ernmentowJler-~
sIn .• pla~.(>,Sh bnrcll'n )!non the D('partnleJlt<t() .~ethat th~replJlt,ing

t.ec.h.. nO.. lnm'.... i~ ..nti liZ...I'(!.• ' It .1lC•...c....'OU'le.".th.e. f..:To.'\..'e.n'l•. Ine•• I.lt'.~I.e.s. p•.on.sih.... il.i.. t..~.;.. to" .obtnin domestic and f()reign patents; to adverti"C theiravailahilitv
for licensing, to negotiate·]ice.nsin:r agreellients, to dcvelop tcHlfl'll
technology packages, and to enforce thepntents against un]itcn:;c{j,
userS. .

Sinco the Departmenthas only limited resolltcesto carry nat. these
fllnctinns, it is likely the commercial potentia! of some DOE~fund('(]
im·entiollsma.y Ilever be realized.

DOE's mis,;ion is to work inT•. coopemti"e relatioJlship~ith indus­
try to de\'Clop commercial energy altelJJ.atiw~. It wnrks, (.]wrcforc. in
areas with hi:rhcomlllercial "Cnsiti\'ity. In this r<"pect. the Depnrtment
nnted that there am contrnctor~ which refnse to work with it because
of i/"patent policies, . '. .'

One other pr()hlelll we nn("il is that DOE has taken the position
that section n docs not n"o.", it to 11"1' institntional patent arrreements
whereby Itcontmctor orgmntee with an appro\'C(! tc('hnoJo~' transfer
pro:rl'~m has first option to princirml rights. It is possihle"'ihat other
ng~.n_~H:s. J!().'~{~l'n_p:l_-hy t1~P. Anme' ,st,ntllto"fY h~?l1:lg-(' rl1tlYDbtn( topt
pohrtes mlIlm WIth tlw IPAapproa('h. fhc propo'Nl ad we arc 1'on­
si<1"ringtoday will eliminate tho unccrtainty hy allthorizin" the IPA
nppren1'h.· .' . '. . • . . . b

Tho Xational ApJ'nnalJti('~ and Spacp Adlllinistration'sPlttent nro"
('e,l"resaJ'e gO"pruPf! hysection30;; of the ~"acp .Vtor 1!J;;~, Thl)
(;O\'l'rll!llPIlt ohtnins ri:rhtR to in\'Cnti,:>nsl,pp~rtpd h~. ",.\S.vscon­
tradors Ul~lc~R the Adlllinistrntor Wni\'eR th~.,t, rights. TllP;;e pr()('p.,
<1'11'(''; fil'e ~""llal' 10 IlOE'se~wptthat re(,olllme"d:'ltifl!l~foJ' "11mtilw
wain . arc ma,ll' hy an ill\'cnt\uns Hnd contrihutiollS board. b '" .
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Xow to turn to the. bill which is before us lOllay.
The proposed legislation addresses the adm;,.,istrative and legisla.­

tive-based ,Problems of the agencies: It would es~ablish u~iforlll Go,-­
erlUnent-w1<le procedures unl1er wluch srnall'bnsmess, U111verslty, and
!l!ul other )lOnprofit organizations could obtain title to inventions ads­
lJlg from GoverlUnent-supported n. &, D. lt would also estabhsh dear
authority and It uniform framework for licensing Goverrnnent-owned
inventions.

Tho proposed act would place initial responsibility for commer­
cjaliiing r~oe.a.reh re?ults on ihe ~riventinl;l contractor-the ol:gani7:a­
tlOn or llldividual WIth the most mterest.ll1 and knowledge of the 11\­

vontion. It would provide the Government with "march-in" rights.
TheSll rights limit the ad!:Iinistrative burden beC3.use t,hey would be
exercised only in specified situations, such as vd,en the agency' deter­
mines that the contractor has not taken elfecti~-esteps to achieve prac-
tie~1 aPl,lication of the.irivention. . . .

::;tlHhes'have shown that of the 8,000 lllventlOns dIsclosed annually
to tho GO\'ernIlHlnt, only it handfnl attain commercial importance. It
wonld be hoped thlit an easing of the redtape leading to determina­
tions of rights in inventions would bring about an irilprovementof this
record. . .

'~'h? act should ~ol~'o a n,umber,o£ siR;1,ifi~a.nt .prqblems I1()t _curr!"ntly
~atlshed by tho Presl<lentlal pohcy. 'llus IS espeCIally tmom regaru
to agencie8' dealings with universities and nonprofit orgahiziltions.
'Yhi!o it .i~ not tho uniform Govc.rnment-wide policy envisioned by the
!'rocurement Commission in that it does not assign patent rights for
larger coritractors, it is a clear legislative mandate cstablishiJig policy
that. is badly needed.

Tho act would also provide authority and a legislati\-e framework
for licensing 'of Government-owned inventions. Its statutory Q'tlicle­
lines would make clear the authority of all age'neies to issue exclusi\-o
licenses under J?atentsheld by them.

UncleI' a umform Government-wide title-in-the-contractor policy,
this lic('Usin~ authority would generally apply only to in-house iln-en­
tions of yccleral employec~. However, the bill's licensing provisions
are npplIcable to alllllventlOns when the Government retams tItle. 111­

cluding' those of larger contractors not assigned title by the bill. I
wOllM be concerned if the Federal agencies were to use tIl is licensing
authority as It reason for retaining- title to inventions of contradors
whieh do not qualify as small bUSIness or nonprofit organizations,

Thi~ is not to SltV that there will be no sit1mtions in which eontl'llc­
tors' inventions wiil require Government licensing to brin,'! them to np­
plication. TIlIt it hns been the experience of agencies with policies of
granting: title. to tIll'. contl'llctor that a willing contractor-iln-entor is
more likely to expeditiously commercialize nn innntion than a Gov­
emlllent licensee.

'Ve have suhlllitte,l for the record. ~[r. Chairnlan. sOIile. section-bv­
f;Cetion COlllments which I wiJJ not take the. t ;mc to. read. lTowewr: I
dill want. to COllllllent· on one l'ro\-ision of the bill which relates par­
ti"lIlad~-to th" mIl' G_\ 0 ,voIII,1 l'1:ly.

l)n,Jrr the I'rm-i,ionof the hill. G.\O wOIlld he 110tifiCll of ll,'!ency !
(kt"I'I1Jillation:> when the ag~nc~' retains title. If 0111' lJlollltoring re- !
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. Y"nle\t.!vpl\tt~rn 0 f notlconformiti wi~hthl'.$pitit ofthl'n9f:, we. ",ollld
I $onot.Ifytho I\ead oftho Ilz~n<;y lind l;r,pwst llll eXI?I~nlltlop.,\t.Jeast

anlllu9Iy,..<>wouldbo \·etJlHred. to report to tho .Juc!\e11lryCOlllllllttees
· oatho ®t's ilnplenierttlltion hythe agencies... •.. . .. ... . .....

Ourpl1'fe~N\eeis tonot I,e reqnire,lto monitor pllrcntpolicY.1l11plf>­
mentation in thisparticl1l'1rr, I might slly'1!ltSt!-liy:cliw,manner•."'e

, prefertoconsi,ler thisn$pect of anlig<·ncy'$ opt:rati(lll a$part of our
0"erlill iT,'iews of procuring nnd conttneting functions and E. &: D.

progrn~n~., ,..... . .. .. .
· .As yon. kno"" We noI'm IIIIyinforl1)ligency hell'h and the COngress
\I' lWI\· w,dind. nl';'encies not properly fnUil linl-\' tlwirstntntor>' re$pon"i­
hili!ie$. Th(l implementation of tllis act hy the. ageneksand rlw. efl1ei­
enc>'()f tl~1' alinc.r's O\l'nmonitorship would, of c()lII,:"e,he.lncllg!ed in
Ollr\lOl·l11ujoH,rsightre\·ie,"s, . " ,,' ,", .', ',. " , "",,.'.' ,'",'

II\SlUIlI11RrV.Wl' beliere II dca" 10l-\'is1ati,'e statement ofaUlliforn),
G<>"crnml'nt.i"idl' ,patent policy is h,II/,jOl.C\'l]Il(\;, \,Yhi]e, tlll'prop()s"d
netisliulitNltQ slllall hllshlCSS and. nonprofit 0fgallizat ions. in 0111'

opinhm itprOl-ides ,ll legislativcbilsisfor progreSsilll-\'toa ,llllifornl
l'qIj!:y for colltractors,With the~e~e~el'\'ati()ns, wel)!!liev(\ thencf,viII
go II '.long-w1wtq clarify the, mlHIcl1cdplltent, sitllation tilntpl;"scntly
oxists.I(will provi'k theFNI(lral al;t'ndeo withaelo~rstn.tenlentof

· the pqlicysupportedhYihe GOI\gres~ to itlsurethc('xpeditiollsCOIjh
m"rt-inlizatinn of.clisl>,oyeries frolHGO"ernmcnt, funded· n.,,,'l);

"1\'0 ,,"onlcl I,C 11lWlW torespondtoany rl'wstions. ifymU:nyethom.
:"enatorRm!; Thank )'on. )[1'. Staats. We appre"iilto yOllltllonp:ht,

ful statement. amI. we look. forward to workitlp:with)'()11 as we pro'
ceed lhr011p:lr tim legislati\'e process on this, whidlIhot~o ,,'e can do
expeditiously. '. • . . ..

Let me think 0111, loud. heeauso Ton raised SOllIe points that rthink
are lep:itimate. lA't !lie give the rationale ],ohind onr approaeh l\IHl
then. if )'0". have suggestions for imprOl'ing this hill. we would eer­
tainl\" ]ike. to know ahont thelH.
W~ arc con<>erned, as yon pointedont. with the need to get this

teehnolo~"y to tlw marketplace. not onl.\" hel'anse it sernspeople hu.t.
f!"Om anelj1ci"ncy standpoint. I can't think of anvthitll! that wastes
money fllsterthan spendinp: rese,areh rlQUars to ,]ew]0l' it goo,l i<1e:1
that just sits there, We want to get the idoas moving, " ..

n~· tl\Csalne token. we reeognizl' we hn,'e n l·e.'l'on"ihilit" to J1l'Ot~ct
the taxpayers' dollar':" that arc illl'ested. The reason ,,'e han made the.
•listinction hetween thl' ll\l'ge companies II1H1 slH,)ll nnd nonprolit pom­
punios is reully t wofqh1. One. Sill aII husinesses ha"e provcn flwt the)'
can nRunlly genernte more. results fj'OIll each re,eal-ch an,1 ,]e,'oloplHent
clollar than Inr~ 1111sine~es. Smnll hnsinesf"'s ha\'e a pl'o,'en reeor'll us
the crea·tors of new ted\l1010!!ies.nnd will often take ri.,'<s th~t tho I,i ....
~ompanies ar'o not willing to mat('h. Second. nnl] I think 1Il0re signiD
leanlly, large contI'ilcfOl':". hMe Lanks ofla'\,\,ers nnd the resour(',,~

necessal'Y to go throup:h Ill" 1il-Inonth deIa.... porio<l t,hat yonlnen t ionCll
some agencies rNlui!'e to lletermin!' ownership of pHtent I'ights to in.
vcntiOli.S arising: from GOY~I'!lment-suppol't<'(ll'i'sellrchap,] de,'elop­
ment.

:'\?'''' .is the!'" an~' l>ctlel' ",aylo approach that? If there is. \\'c
would likl' to knoll' ahout it. .
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The way we iriwnd for this to function, of course, is that the Presi­
dential policy still could be pursued by the large contractors on a case­
by-ease basis. As yOlf say, we certainly uon't want to ha\'e the pas.qage
of this bill imply that large companies should never retain patent
ri hts.' ' ,g , "

Mr. STAATs. 'Ve ful1y understand, and recoi!TliJ;6 and SHpport the
rationale for limiting this lep-islation to the small ]lllsines.<;es and non­
profit org-an.ization!,. S~me of the rrir;cq"ks which are esuiblishec!
here are sllll1l11r or Identlenl to the prmclp.les endorsed by the Procllre­
ment Commission for' an contractors. But cerulinly tnis would give
the Government experience. It is a step in the right direction.

~f I~ter.on it develop~d th:>t tl!e experience was satisfacto~y, as We
thlllk It Will be under tlus leglslatlOn, there collld be another step tllken
at some' future time. '.

I agreo with you that,nonprofit organizations and smal1 Dusines.<;eS,
fo, the most part" are not in the same position as tIm largo contractors
who have more Capital. They havo more resources. 'They have more.
skilled people and know how to handle theso cases. ' _

Thereforc"while ,ve recognizo this is Ii. Government-wide problem
lind probably should be dealt with at somo later time, we ought to
mOVl\ rihead now and get this part of it established. , '

There-is a minor tcchnicaJ point that occurs to lI1e. In the definition
of nonprofit organizations, State and looal go,'ernments have not
been included~That is something :rOll might want to think abont,
because particlllarly in the aren, of proc!llcfivitv in the Strite and leX-a I
government Sector, more money is heing spent bv tlwm now to denHop'
ways in which they cim imprm'(>, the terluiolog-y of local public sen'­
ices. That is a minor matter that can be easiljcleareu up.

Senator BAYII. lYe would like to have any ideas that coulc! impro\'o
this bill. _

Senator Dole, I Imow you are in a hurry to go. He has heen very
patient. 1IS busy as he is, being' here I.his morning'. I will yield to you,
Bob. If there are further questions, I will come back.

Senator DOLE. I think most of the '1uestions we preparcd have been
answered. at lea.<;t in part. to mv satisfaction. hut in reading' not onl)'
your testimony but other stateinents, \\~l) read from time> to time that
contractors refusc to do work for the ag'encies. You mentioned DOE.
Is that rather widespread? Are there really Ii lot of contractors out
there?

~fr. STAATS. Your question is n. g'ood one>. but it is also \'Cry difficult
to ans\\'er because in man'v case" this 'YiIl be a factor hut marllC not
the goyernillg factor. It inay not he the sole factor. Or it rimv not
come up simply !wcause they say, "lYe are just not intereste,1." There­
fore, there, is nothing' on the record \\'hich will makc it explicit that
that is the reason they didn't enter into the competition for the
contract.

I know what you are dealing' with here. But we think the,re is
enough el'idcnce'to support, t]:n -view thaf, in addition to the factor
of delays amI the adlled costs, we ought always to be interestl'd in g'Ct.
tir./-{ the maximum competition foi' Government contmcts and grants.
"'., ought not to l~a\'e an:I,thillg in the wav that can rensonnh1:I' \",
taken out, which can cause people not to' come into that kind of
competition.
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Senator DOLE. I know we will have some testimony later on that.
I may hot be able to be here, but I have read it. That would indicate
it ill a substantial problem. Perhaps we can deal with it in tlus
legislation. . . . .

Mr. STAATS. I guess what I am saying is, it is very difficult to docu­
l¥eut and prove conclusively that that was the factor in all of these
eases.

~enator DOLE. I noted your conunents with referenc<l to HEW, and
there does seem: to be some reversal policy. It was our belief, aI)d again
1 don't know all the circumstances that surround everythingih gov­
eniment or HEW or any other place, but I think there ,vas anetfort
by the Patent Hranch at HEW to follow the 1968 directive. One result
of that was I guess the removal of the head of theoffice.

r am not certain if you :went into the circumstances of that o!" care
to comment on that. Hut It has been suggested thll-t }~. Latker, be­
cause of his cooperation with Congress, liUly have plaCed hill position
in jeopardy. I don't know if that is a fact. Hut it is a matter ofsome
con~rn, because here we have a pub~ic S';irvant ':I'ho is trying to e,,­
pedite the prO<:ess and follow the directIve. If ill fact he. has been
terminated because of that, then I think we have a responsibility to
deterniinewhat the factsare.' . . .

Mr. STA.:\TS. 1 don't have any personal information. 'My COlleagues
are free to comment if they know something.

Mr.1lEINBAUGH. We know, of course, he was dismi~d, but·! don't
think we know just why.

Senator DOLE. I think it is something we probably need .to pursne,
because there are ditrercnt conclusions reached. .:I1ayiJe they wcre ac­
curate, maybe not. Hut 1 think it important that we protect the rights
of those Who are trying to follow the policy we are trYlllg to implement.
If I may, Mr. Chainnan, I would like to submit other questions

to }Ir. Staats in writing and other questions to the following witnesses
in writing as well, if that is all right.

Senator BAYll. Yes.
I appreciate your bringing up the Latker case. I share your concern

about that. In fact, I tatked to some of Mr. Latker's superiors down
there. They didn't totally satisfy ,me about what happened or why.

I must say 1 am db'turbed whenever someone who has been askcd
to coopemte with memberS of the legislative branch is suddenly fired.
For an individual like that to in any way fall on hard times as a
result of that cooperation I find totaHy unaccept"iJle. Again, I have
been unable to find out the faets.

}1r.',sTAA'l'S• .:Ill'. ChairmaH, may I add one point here. In the report
of the Commission on Government Procurement, we outlined what
was called an altem,ative approach, which is suiJsruntially the
approach ~'ou ha\'(; incorpomtcd' in this bill. The Commission was
fncoo 'with l~ situation where there had been very recent statements of
Presidential policy. This report was made in W72. The ComJnis,;ion
a.t thnt timo felt that it !night confuse the situa.tion if we did not
support the l'residential pohey, gi\'e it a chance to operate.

Hut now hei'(\ it is, 7 yl'IlI'S later. '\'e llll.\'e had the Committee on
GO\'OI'lllncnt Patent Policy which conclnded we ncclIPd kgislat.ion.

ll\ljl~1>,,\t h
,~ 'Ill !J iJ be. t

<7·02'-10---4 /l'\frfl.,
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Our own work indicates that ttlErsituation has not improved-,-if any·
thinl!, it hn.',; deteriomted-since 1(172.

,Ye therefore support generally the linE'S of the alternative
approach. which the Cornmiffiion olltlii,ed in its 1~port in 1D72 and,
foj' the most patt, the concept that has been incorporated in the bill.
TIJel'e· arc some differenc{'s, ])ut they ar(> relatively miner. .

::;enator BAYJI. r appreciate/he positivestntkmentsabout this legi$­
lation you alremly matle. This bill has heen subject. it seems to me. to
t,,"O I!(>nt\rnl criticisms. As is ofteri thecnse, the two are totally
irr{'concilable. Kevertheless, there they nrc. _. .

. One criticism comes from those who helieve the policy should co,'(>r
all hi/! busineFses. IVe have already dealt with why we have made the
distinction betwcen larg-e and small contractors. You appear to be
comfortahle ·with that l'xplnnation"

The othl'T crit.icism comes from those that feel that this hill is a
front to allow the large, woolthy. corporation to taIm advantag'e o~
Go,"ernment research dollars and thus to profit at- the taxpayers
I'xpense.IVe thought we had drafted this bill in such n, way that this
was.llot possible. . . . .

"'ould YOU care to comment on this scenario as a valid criticism~·
::\[1'; S-t,\ATS. Of cou:s~. this is t!le key question. There is 1)0 douht

ahoilt that. In my 0pullon. the bIll docs have adeqnate safeg-nards"
TIll'Y are essentially the safel!'llards which are provided for in the
alternati,"e approach proposed by the Procurement Commission.

It pr{'serves the idca, the concept, that the Government would retain
for its own procurement. its own need. a relatively free license, It
pres{'r\"eS the idea. that the Governmf-nt will ,till have, the right to
come in ann rf'quire the exploitation of a patent. It cannot he just
lock{',lup. It also preserves the idea, which the Commission {'ndorsed.
that if there are substantial profits involved, then the Government
,,"ould share in those profits. Yon might <juarrel about the particular
fignre which is used in your bill, bnt I would not. I think that a fair
ju'll!'ffient has been made with respect to the cutoffs here.

1 think that )'OU have to look at this issue not in terms of g-i,-ingo
~omething nway which is valuable property: it is a question of reall,\'
making sum that. the Government's iuvestment has been trnnsJnted
into h{'nefieial effects for the economv as a whole. If t'ax is collected,
thl' Go,"ernment benefits from the po'int of view of the impact on the
(I('onornv.

You han' to look at it also in terms of being- sure, that the Gowrn·
mcnt. does not have to ,pay t,,"ice. This bill does preserve. that right.

So I am not concerned aoout. the concern which might be expI'ess{'d
thnt this is ~rjvinl! away something- which ong-ht not tQche g-iven away.
J ,lon't look at it that. wav. J don't belie"e that it would he a fuir way
to look at it. • , •

::;euator R\YTL If you have any fnrther tholll!hts on that particular
<juestion. T wonM like to ha,'e them. because von have a ,!!ood reputa­
tion for heing able to ferret out loopholes. '1 appreciate )'our com­
Illents, If yon have others as this bill moveS tll1'ongh the legislati\'e .
process. Twoultl he very g-lad to Imwthem.

lYe, haw a few 'Jllestions hl're that 1 "'iII snbmit to )"OU in writinl!.
ulonl! with tlw others, if von ,lon't. mind. I know vou ann vonr col­
!t'aglle$ nrc bllsy. ".e 1II'pl'!:ciate \'ery mllch·)-olll· contI'ibntion h{'re.

i
I
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, I would li~e to ask your opinion hefore you lea\e of the oversight
role that this bill ,,"ould give to the GAO.

}fr. STAATS. lYe are flexible on this. Our problem ahVltyB iB that we
are overworkPd-as'a matter of fact, we had a budrrct cut I'lst year and
the House markup thiB year gives us another re;r;JC~ion. So ,'y6 have
to always be conccmed about wlJCther we can cover 'all the thmgs we
have tocover.', 'T •

Senator BAYTI. I understand. WllV don't we look at wlIat mIght be
the best role and sec whether some of liS who are on the Appropria­
tions Comm'ittee might be able to help on the resource cud if there
is a need. '\Ve need. it se~ms to me, some sort of a neutral body that can
make sure this bill is implemented in the way the Congre..."S intends
it to be. .

:Mr. STAATS. iVe will be happy to work with you en that. 'Ve are
flexible, but you can nnderstand what our problems are. .'

Seliator B.wl!. I ~ertainly c,an. I know you may feel eomphmented
1\'henpeople have tnIst in ~'ou and ask yOll to do thin¢;. but it can
be disturbing if VOIl are not given the resources to do the job.

:.\fr. STAATS. Ifdisturbs me sometimes, t60. ,
Senator BAnI. Thank you very much. I appreciate your excellent

testimony. , '
)[r.,STAATS. Thank vou.
[The questions and "IllS',":I:' prei·iollsly. referrp<l to, )fr. Staats' pre­

}Jared statement, and ad(htlOnal materIal follow:]

REsI0~$E8---·.m S.EX,ATOR. HAYlf'S. "l{mTTp.N' -QU't;13TIO~S __ ,BY", -Er~iIf;:~_,i~.- STAATS:

OUc~{ifJtf:~h)..1. _,~lr.RJnntii. 'the :E;ecut.l\·e -hrn;n~h-(',t"mdllctP<l',:nF~d_rniJli~lrati\·_e
re\-~ew' :flndconcltidNl JnlD6S _tIm t ,qualified,tmh·e.rsities, sJlOuIdheaHowed,to
retnJn :title' ,t() "inventions tlle~· Inade nnder, f~le~alr(>sea.reh and c1el'"elopme,nt.
1'his."progra.Dl,. Jinown .us the, JIlst.it,lIfi()nal ~)nfent·,~~g~m~llt',.or,:tPA.'is"now
a\-nnH~~~.'e.fo.r.flt\y.ngen~y h> '~dopt llftcr the Federal Proenrement'·R('1Znlation
-A.mtondmellt18Twenf into effect last year. I ha\-en.. copy ()f a letter thur )Ir;
PbiUp(}. ,Re.ad, DireetorofIo'ederll1 1~rocureI1lent.Re~111:ltionswroteto all of
tb~ agencies asking if they ~ad adopted an JPApro:;nl:m:.:"The repli('sto :\1'r;
RAAd ·fr.om, the ngencies not now hll\·ing- nn JPAJlro~rllm llnn,nimollslyinciknte
that these·a~n~n('i('sha\~eno intentio~ofndo.ptin~Jhi.s',tYpe'of:tpprOfif"h_ Did:,'m!
find ou>,_ e\"idt"lIc-e that HI ...... H~pncies nre('apnhleor i.ntpt~sted in -forming.a' nni~
formpatl'nt policy on their 'own? lfsO- ,\\'h)· ha-ven't they adopted the IPA
program?
Answer_Ag~nei~srun> han>: l"nrylng renson~(ornotim.plem('nUng'rn~titutionaI

Pa,tf'llt, Agref7~lE:'nts. thllR 'pl'cYenting a ml.fform npproa('h,}~or e~nmpl('. :'\A~A

and .. DOE ·ta~ethe'positlon .that .their' use of IPAs ,i.sl~ro'hlhited.hy Rtatitte_.Al~o.
fr(>()ueJl:Uy there Is ft' .rel udn Jlce .on, the Jlilrt of .1lg"('Il,(~Ioo'to adopt new pro('('{Jures
when,·the~· 31'"e ,not r£'l]nirf'(l to,cRpednHy ,\vh~n thepfCl(-'edures InYoh~e n1ujor'
chnnJ,tes.from .the·way .-the n~ende.~hnyc·operflt(>(l,·inth~p[lst, )hl"li,(."~ that tij.e
eXJl('ri~llceot thf'.l{'J{isl:lti\"t?l)' ·c~at('{l.· ComrnisslofI' flU Goven~m{'nt Pro(,I1~{'mf'nt
Is lllustN!U,'~;"'e hn ,-p,lleNI.· monitorinA' theu::f>nei,eR' imlJlem~lltatiQI1nfthe
CODll}li:';~inh~s rec"()Illmendlltion.~ nndHIHI .that, nfter':7 ~ear~•..E.xec..nti\~~ ·hrfluC'h
uetinn- ,h~IS'.r1t't}':eth()(>n('(lfllP.le.te(i {)nsorylc rtf. rhem. Thi~js:,'Yhy\y~i~eUe:\'ethnt
Jf~I~)f1tion,ls l.i'{'Nl:.;ar_," iftllereis tn h('un~fl)rmit'J'.In J~:ltentpoli.cr; ',!~eproposed

A~t WflU J(l-c'':lll for,c~ln traf'ti.n~ prO('{'(J.n r:es ll11der '"l)h·h .fi'Jl.[lI:{('n('i~,,:"'li~d(l·OIl} h,e
m~xJmllrn·.n:;;p.ll.f the:'lnstitnt,'ion~l I)ilt('n,t~\~rQ{'OIf"nt.tI'ppron~h.·to .. nRsJ~ title. to
l'n tE"11 ts II rl~IlIK,from.· (;i,l\'E"rllInf111 H'H,JI')p~)rh:'dresP~lN",l1'h,r' 11 r1iyprsH~~,

QI,W8trtm :'Xo', 2; It ·npp('nr!i'l j'i"fl.m ",Y~llirff>sti~onythlit:.~(}rne~gf",Il('i('s .t:kp 'lIEW
nndV.ol. whh-h OIH'f'. hlHl,JiIIPrnlpntPllrlu,lkie!'i. rp~ardin~llniyprRiti~arp: nf)\Y
JLlol"in~ ·.in'.,UIP OI'lH)~fyi. .(Hrt'('finr,l',()f: hayin~ Jen~t:hr_'hnrf'1\u('ratic'df"lnrs .before
nnr determlnntion· nhout oWljprship of llat(>nt. rl~hfs ('an ,hp liHHt('~nirl~-Oll.find
nny e,~I(]('llee why slwh n~(,lI(:i(>snr,e:,("huliging their })(jlicies"! Could thiK dl,um::-e
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be the "';"ult ot large stairs ot patent attorneys trYIng to jnst{ty their existence by
·~i'~il~gIilo_re':Wdrk-for:~,e_m~elv_~?,._.,"",' , ',,: ."

Answer. We found that ilie patent stairs at HEW and DOD are not large. In
Our opinion the delilys were tile result of changes Initia.ted by agency ollicials in.
Interpreting .a·nd implementing the Presidential 1.'01lcy. As t noted In iny state·
~~nt,'__:tllere-:are W,i'~~ vnrlan~es,'hi,th~ ~!lY ng,~ncieS:',1iIl,"e Itl~~rp,ret:ectthl~:pOli('Y
an'd the agencies without .legislated patent policies are often free to move ill
almost ilny direction.' ".:. .

Question No. S. In lIght of the evMence that you found of bureaucratic delays
fii~~~e_llt:'iA' 11;" 'ct1se~.I'r--cas.~',r~view-of_,Pll~en~pe~t~ops- ~o,u:ld iott_'~()~d~ud~ that
this bllrden falls moat heavily on small businesses and universities wbo do not
have the' financial capahillty of retaining large staffs of patent allotneys in
these iong periodsof review by the agencies? ....

4Ds,w.er.', ll~l.l,tlse-cas,e-.IJY~~ee; :-review -of:p[ltentpetiUol1SI.l;r~.lIIlpOsed:6Ii> ~rl
pettltloners alIke, It is only natural that the' fiuanclal burden would 'he m""t
felt by those in the least favorahle position to shoulder it. In mo'st cases. small
bps~,!_~s~,'lllla-l1,r:lii~.I~slti~~'V?ouldcettal:ll1Y_f~lL"intbecn:tl?goI'Y,o~those\\;.ith:the·
poo,r~t~llllnc~()~,Uff~J:dingtlle, Il~~$~ry~x-o~esslo.nnJ,he~'il"""'-"'" "":'-' ''', ""'" -

Quation No.4. Agencies such ns DOE have n patent pOlicy of .retalnl/l~OW/l·
ershlp of pateilt rights to all Inventions arising from agency SU!lported, re··
s~a rell. nn4'de".~I~?:pine,!1~ u,Illes~ tlle' cop-tractor :fll.~s ,'1 'peUtipn t(),l"rfnJu;·titl~,,\Vhich
you testified e/ln tllke as long as 13 months to complete. Couldn't this type of delay
llIl,d ,u~c¢l"t~l~t~~.: q,:et":,o~~ershtpO'(,the pat~[lt',~lriY~"a~~r:. ~r()r:n ,'Pt)E',,~X'8,C:dy
the tJ'pes of hIgh technology, innovative trrms who have the Illost to contribute
toward solvlng'our energy problems? . ' .

Wouldn't this type of delay' fall especially hard on .the small eompaQY which ;s
CO/lJpet.lil~with energy glnnts that are..llnandng·thelr own research and develop·
nI-ent:~ith1l!t"haYl[lg,to)W,thl"{)ugh ,burell~crIJ,Hc d~lay,sut :tl1e, tfge:~~i.e~?"

Is It poSSIble that this type of patent policy forces small blisinessmen who·
can't afford' to',co.~lin(!t::thel~ O'W11 researchnnd, deyeloptnen'toll p'rQlnf;sltlJ(eheIV
Id~1l-~".,h.ij.~,p:re,llIlW}lling -to rislt ,1osiD-~'"resulting' pate:n~P:I3',ht!3'to: the' :Q<?\"er.n,t~~nt
~o 'lIa'f~':no,alte.~n,tl~~n,~"gllt to; ',~nm·, ~o.the IJlrgeener~'::~mpu nY':'J"',s 'SPl'iI"ee,S ,()~'
illnding, '~tld., th.erebs '~~:entee,xh('tly' the3:nticompetititeness, tbat' ,G,o\Oernment
r:et,enti~~,ofpatentrigllt$issullpoSedt(}di~uroge? ,',", ',,', "," ,. ,','

AQs;,';.'cr.'t\'hiIe we kn·ow:of,no'~p~itjcIJ1~tance90fcO,mPl1n1es s1:l¥ln*'awIlyf~om
DOEU'%D. work, :forth~ mo,~tpartit\vo~ldbethe$~Ml~r,'~rop~l1Y:.th~.t.c?itlrl
lellst,aJford, fiU ;~~llfn.sive.lengtbYdetermination offi~},1ts,.to 1t-~99vetnIPent~
f';upported~d,iscovery.A sma·llbu~il1essmnn. in: this situatiQIl'€,-ither ~,1l1<l·~eek,~nn'n~
cia!. helpwherevc1." l~e could, find it.,....-pogsiblyfrom, iarge',energy cOIllPaIli~s~~r­

eled'not·to,pnrsue the dif:'~o,eryo Neither' course: may' be in'the,best i~lt~rest,.o:t
the Govenlment or the public. The proposed legislation would eliminate this kirid'
ofgituation. ,,' , ",' , , ,'. " ":,< ,,'

Qtl(~lfti:jn.,No.5. B~nuseot.Jhe.e'Vjden:ce,thatY9P"J~cund,thnt:m!lllY'tiJt:end~s
ha....e dlfferentideasnbout, ",hat constitutes u!l ¢fiici-ent pntentpoHcY"w()~d.'l1,~t
it })(\,desirable to hu\"~ a neutral body llke the ~(IAO oversee tbeimplementntion
of lhis bllllOt I. enacted?

Could the GAO agsume thIs re>pon,lblllty it the Congress provided enou~h'
tl1ndfn~:;othntthenecess.tlry.~ta,trcollldhehired?

An~,\"er; As noted in ()l,lf prepared stntempnt. our pr(>(erencel~:tOlJot monitor­
J1;l,~~l~t,POl.tC;Y ImplE'tnentilU<:)ll -in this tnunner. 'Ve ,would prefer to(K)nsid~rthj~
af:p£'(.·tQf.un, age,ney's operatiollRs. part .of onr overn,U, reriet\~s o(pr~?rln~'aD(l
contrl1,ctin~ .funetions~nd, R,~D: programs. It ",ewe,re' toassutne,,thi~ rrsron­
sfhllfl-Y'.fmtdingfor the-. stuff, reqn i red would necessarily' be nn .impor,tant cnn~
f;id,f'rntlo:ninyfewof,onr~urren,tbUcl.~etconstruints'., . . .. ,,'

QIt.C:.Rt'i01lA'O•. 6.""'hei1.GoYernnv:~ntre~a,ins title t() lnvP,ntton~, hmtthere i>een R.
re~~)rdof ~t~ec:-(,ss.lndevelopinJftltld·IIla rke,t,ing tllf>Se inlenti()n$?,

An~w(>r~The l£"l)()rt .on· Go;\"e:r~mellt ratellt· PoUC)~ Jf'>s.uedhy ... the' ]t"ede~1\lConn('1l
to.. S(:'lpllc~.,nn(lTechTl()lo~ .'-in Decemhe·r In'j''8(·().11tRlt)~ltlJnlrp~,,:(m1t.'!~n~~~·

... 1ifel,l~iu,;. o.f .Go,o('rl1m{'nt~'own(i(},'invention~ .for. fisca.l y~nrs'lf}7{) throtli.rh)976;
T.lmr('nortHh~)\\°e:(~.. thnt, ,of',th~ m()re·thnn, 28;000' pate.nts.fl\"',nf:lable for·Uct?llsfu{::
nt ,Hel)h·0111~raO,1076. only nllout4;5 f\f"reeut\yerel i('{'n~{>d~ ThIR. (':'{Pfrf('nce-w:l~
nhnu,t'the, Rftme·:nsfnr. flscill~~ar,1075, 'hl1t,"\\~n8down(rq'Rla,hou,L7.8pe~,nt
1"u tbculrears ln70 and 1971. 'So~e of the ngencies excceded tbe:Go\"ernm~nt·wide;
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·average. For example, at September 30, 1976, HEW had 23 percent ot its patents
and'patent applications licensed, "'hUe .EItOA (now DOE) had licensed 11 per­
c~":t or'its 'pat~nt13~ :-~p~ev~_r~,ncens~ilg':'alonf!~ .,' t;'sJ)edally: ,Donexcltlsive', licensI-n~t
may not assure that the licensee Is pursuing ,teyelopment anil marketing efforts.
~,,\~~,-llafl_on~- {)t' th'e:'p~,f:Jt." 'tDos,t ~~HY~_' :l~eeJ1~filg':' prog'ram,s"pf '~~~,Goyern'r:l:H~nt
agene!es. As of lJecember 31; 1978, 133 of the 3.512 Inventions it owued. or about
4"_PE'rc~ut,::","~,re,";Htens,ed.;'-NASA.·8,-~'~('~n~iJ]g'd~J~':m*,Y',:lJo~,_-be_ cOIl1r~rab.le,'\V,itJl
()t1u~r:',.,'8.~~~~,ieft,aince, ,ft -fol1:o.,\vs"ri,p .• ·QIl ::llceIl:r~,eeS':,,~,ff()~tS:to'CQ,m~~rd:nli2:~lts lll·
te,htioin~;,retQ~J~~;,J,lcenses;l()r:1J:lY~n'.tt~~~t:uot;b~'n]~",J.lse~.: ;For ,~,}m~p"le:t_-NA8A
rec~n tl~:n'ske~IJ~s ,_212ri()lH~X,~~\L~i~e: 'H~~~~:holder.s. :alHi.llt:thei~, success: .in:(l~v~l:,. "
().Pimrtin,d .'.If1n',rk~Uii~1t~""i~::\'.~tit~'9n~,':~csp()Ilses:'W~re ,r:~cetvi;(l fri:)IP l38'~cen~~eQ.:, .,
(57 \ler"en!). Only 50, or about 20 percent of the 242 totat liceusees, reported
tbe:y,.'w:ete,pursuing..de:v.el()pm(mt',Bnd,m'a~ketiugeff(JIts~ ,

RE.. ~. PtlN."S,E.. STO... :S.E.N.'~ito.g TI.I-i.rn."1o.'.r.t1N..D.. •..s.'.:"~RITIE"NQ. U."'.E.S.T-I.()N.S. ',B.y.·...'EL~[E.It..".". B..."~ o-ST.,A.A.TB
,"" ,'" ":"::'"",' ",,' " "" .", ',',' "",:"" ',,' ,"'" ","::', ',:, " ' "',,,',',', ,'" ",', ",'

Q:~/~~'iqn",No."J. Cn~. 11" 14,rgE.-:eomp~~:'·i" ,not ,c,ove.t:~'1J~"~J:iJsh~n,,'e,"el"., ~~el~e
rfgh~:l{to,nn, inrentloll-, ,y~i~l,~, it ht1:5'<;ren:~ed.pllrsunn~to,fed-erany~~undedTese.~rch:?

WillJhls ~mhlapy ,ysych",ngethls? ..•.....•..' ..•.. .....• .• . .•. . i· i
An.$\\~('r;"Ag(,ll:~,i~s '-}r-~ll~I':l1(j\Y:;:*:~',nrd :pght~·t{): ,an l~yentlon,~OJlln-~Jtee;oWp~ny'

lmd,~r -Jb¢:.rre,~i~~nUQ;:l;:P,Ol:~~y,.w,i,l~t,'~n,d¢S:..tb~Nl~L,J'('lnJjn,ue ,to ,follo~-::tl1e.sama'
pro(·ednrc~. 'l'hel1ropO~edJc~I~I~t[o"l~notJ.ntetldl'li to. change. tltl$pr;W\ic¢.

<"ll~xt';on lf~..-.J.~;::Under>S~~·1,0~·2·0i?;,w~)p.t"efIectdQ~s. t,lle 10 ~:ea~,l,inlHfitio~"p'aV'~
ott :t-he:~ove.rnul~,nYs ,:.r.:icOliIl~t:;:~1'" ri~llt~?·T(.tll~'Qw'n('r'"q~, :tll,e.:,:paJ~nt >re,cei\'~,d
.~24.n~O()O :.in, .the.."tl?~"fenr:~:petlod,,:n,~l.;l ,'l;~etlr~~t'~ed,,:~n .::t<1~l.itiQllal ..:.$tiiO.~}~.· the
ele"'f'nth,~enr.·.·:,,~Ol~Id: t~:~,~?pi~rij~~,nt,:hehb~.~,;,to.'r~o'~er ,n:ni:,in'one~~? ..•.. ,.' '.

AnsTre>f; ',~h,e: .1~''i(>·ar'~,fi,04 .p'royr~ed .f()~·~?'"ernmen-trecl)i1llnlent .in Sect~'o,n
2O:t (.0) ('onld:Hnlif,. in, some,s,i tun tif'Ils.lln~ountS,t:hn~. mi~ht-,1)(\ re~Q\"~r~d.,'fntlle
~ltnritinn.sf't :fornfj~" the·.q'\l~~tion. tl1~:G(}ve·rn'll1mit"'oll!d.notb~.entiUed .. t:o a,
~hare of the' $2:i9.()(}o- 'lI?wcvQr~' if' the,Imlerlt· .,hold,erwe,rca n.()I1pr,ofit:'()rg?-n,i~-n­
tiou., if. would .lJe,rcquirf'd to'U:ie nIl:' funds ,.reulufnlIl? ,nf~ex:· th.e' pqyinent. Of.':Ht.~
millistrativc pXl1en,Res fo:r. the support ()fs(~lentificrps('archo[':(Rl.u~ation, This
r.E'llllirpJUt"llt is not sUhjecttoany. time Iimif:atioll suebl1~ ,the 10 ytl:lrlinlitntion
('o~tah}('din RPCtIOri ~04"Seeti,(Hr 204 (h),provides an· a{~d.ition:ll D1e,;lJlShY,which
theGoy(lrnm('ntmny'rc('oupits.h~w:'stme-llt.The,Gov'(>runwntmn?rt;'coup fr()m
niter· tnx·l)rofit~",.exc:'{'e-clin~'~2,O(){),OOO.•rec(>i\'('(l.from.·~ales of products· embodsing
or manufadllrfldbya proc~ss(>I~)pll)ringthe lo,-cntion.

QllcsfinllX(). S. Cnder ~('('t:ion20.q(7'1. the, DppartllH'ntof {"onlmeree Jst9r~
(:(·iv·f>flny royalti~s',d,ueto tbeL"ufted Statfl~ nn·del" t1li~ bilL Arethefuuds £':1r­
,lllnrk(>(lforally Pllrtic~lar purpose.'or do thergoo into a general fnl1(l:,

Answer, S('-Ction2~O(6)wonld prodde tha~ fl.lJH.lsr(lceh·ecllly theD<>:pnrthlerit
.of Cnmmere(l he l1f'ed. only tor the purpo!"('~ of.thi~4(1jri~lntion;Tb\s wOtlld('~t:rh~

)if'h.:l. TC'YoIV'ing fund•. GAOu('lIevi:'s that the .rmhl!c inte.r(l~t is h~Rt !'prn,n when
cou,grE'f:~io,unl(JontroIO\·er:~('tiYi,tl('s.is eX(·fc·js{'ll throu.ch 'theuIlpropriation
procf\l's ,with nnnualT~vi~W's"of.prog-rnmsnndfinancing requ;rf"m('nt~. Thns. we
IH'He,'(>, propo~('dle~islntiOJl flutllOri'zing pro~rnm finnnr'in~ hy. rnf'atls ntherth,m
throu~h.the' rp!:uhlr .flflllroprlnUon pl'oeess should hH:ludepro,·ision for. 31ll1Ual
re\'·jp\Y..lly nl~-(~otJgress.

Q"c81 ion Xo. ·f.'Are th.'~1"enilYlhU{{,R'-i()nslhnt.f:mnn.c()YT1j1:1n,iesmay stop ~e'('k~
in~,\\"()rk inY()l r~llg ·gov('rn.ment work,if·thepresent pntent .lmli.('yi~.. not {'hnngetl?

AIl-!'wer. ,As~(lrti~n~ thn t ('('rfa in ('nnlIlfinif'~.l;lr!UqlIHl~mn]I. r{'fl1~e to\\"ork fop
thf·GoVp.rnm~ntbf:'('Rtlse: Qr ,ltspl1,fe,nt p~U('I{>!=;. ~nrfn('(> fromtimf' fq .• tlm(>;lJ~'\··
(>t'('T.Jhp-hnsi:s 1n.foctl)f the ~~ la.i!D~I~difflcnlt•. if'llotilllrosl"ihle~ to· ~nh~taTltf:l te..
C()tnpnnJf:>~. <':ou!c) TP{r1llllfrmn dnint!llll~illP,~~\vi:th,th:('Gn\"~rnmeTlt for n Tnr~ety
of r('n~on!;l nno pnte-nr:poUey89 a: ,c~us(!mny' not he s,cvern}j]e from othe-r r(,;l1~

l:ll0TYOreconoml,cte8.80llB. ',' ... .. ,... ,'.. ..,.-
',Q.lI'r~nnn No. 5., :A.re'the'~OuPIDent-',pro-vI5ton!J·of this biJlsuffidetitt(> prevent-

e:xorh.t.tnnt winrlfn:llp~ofit~? , .. . .. .... ... , ... "
AI1F;\\P1". Thf' hill rna k~fi ~o $pfaClfi('rflferpnc-e tn.'rlor· trlPR, to ~.pfin(>. '\ThHlf.n}l

vrofit~ ... It .clO(':otprol"lde 'thn.t,theOoiernmeTlt will, after ,~pe(·ifi('(l. lilTlit~ .':i..,.t>
rf'nl"1:('rl.~hnrplrInol1proflt()rl!ntltzntl'On~' an(t'-Rrnllli hnslTlPR~(,s' nfter t::rx profits
trOIu li~nses nnd"s!lle-sof'llroducts eml~dyingthe- invention.

BEST COpy AVAILABLE
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Pn'tPAREIJ E:tl'ATEMENT' 'oFEL::UERB. Sf:AATS

GOVERNMENTPATE~rpOLICr:BACRGRolrN.o
- -'·C'

"~.f:th', ,t'le:: 'lhGr~a~e:_jn ',~h_e:,F,'~~ernl, G<)Vel"J1Ine:t;It'~-resell;~clt-'a~(l, ,develop,me'rl t
(R&D) effort sUbsequent to World War II, Individual Federal agencies· reacted
u~tr~~()lltJY't(j,the:pr()blE.';~OfflJI~{lting:_rf;gh:i:$',t(),.'resuI,ti~;g}nVenHons., This ,was .'R
matter which tradltlonally ·had been left to adminlstr.t1ve controJ, and the pa tent
policies of tbe Federal ageucles were generally fashioned wHhout any ""utral
guidance O"royer1l11 <;~rdinlltion. ",' ",,' _ _,' '. " '._ .>' ", ./< ..,' ,';'._ ',' .•_,,- ..As Ihe Congress began to take a greater Interest in the allocation of rights to
-these',- inve1ly()nlf, it' ena~te(l,A' :11,UU11,Je 17.,:o.~" ,$t~t~ltl~S, estilbl~~lling_, P?,lic~es., '~6r',spe­
ciJic·llge,nCj,es.()f speci~cpr_~~rn,ms,with-in_llg(>i;leIes. Exa1lJ'pl,e,$:jlre,cont~ine(l-in tile
ll'~~slatiolle~tfll)lis~ing..,Uie Kati.onal,Spl~pce'FO~iidatioil'8.:-ndthe'~'aiiol)al,Aer~
nanticf$ ,and::,Sp:uce" Aqltl,inistr-ntiou., ASR,' res:u1t ,Qt 't:h:Js: pi~c,f:QleElI:'appr()nch" lr~ls"
laUo'", In,tbl~,:area' la('ks-fJo~s~stenc:r. :TlJe:,',:,Co,nilress 'llfis:yet" t(:testabHsha, unifor,lU
patent polley for Federally snpported (or funded) inventions. ..

I,li ,l~~"the ,tlrs~, uttenlpt ,'Vas' lUade, ,to,esfnblJ~h, ,ri,:,ui1i~'ed"Goyern~pnt,-paf~tlt
policy.'" On ,Odober,l,(J ot'9lUty,earf.pr'e$fdenf~:eun'¢d~,l~,,~e(1the "~res14~ntial
)I~nI()-rn-ndun,lnnd,Stu t~In~nt,of GOVcI"llulent" P8,!eDt,,~olicy",'~11:~~J1: ,lll?pli¢d' t(),tll,~
,R,§:I) prOg,rarnso~allFederAl,a-gel1ci~s,'ex<.'ept, t~o,sebavi9g'S~c~!l,~!;3t,a tutory,paJ·;
eut r~~it.ein~",~"",'""" ,":',' ""::":",,,,,,~1-", "'" ",",,',': "",,-

Ther.e ar two lternatlve ways, at· OPPOSite ends of a spectnlm, in which tile
Government allocate patent i-lghts: (1) a· "title" I'>olicy- Where the Govem­
nient t.,kes title to the patent r.ights and then grants licenses (whiCh inay be
~it,h~re.xcl~~~veo;r nOlltY~cltisi\"e)"t-o'us~;'tllec'~tI\"enti(j~?'o~',,'~~:!J,a,·~.Il<;:(}r,~se'~J>?lir,y
wlf¢~ 9mcqntractor. tfik:es ·.~itleto,the rigpts, ,$.l1bJt?ct,to,nsqtn~~tm~nJ.,t~\~ring
thp >lllY,eIllion t()coffi:mercia}' use nnd,a 'roYaIty'~.f,reeli~en?e',ill tlre:.Govern,m~l1t~
:The1~qsPre~i4enUnl .Stn~em~nt embo~lhKl' both' ··tiUe~',:~,n(}·:'Ilcerfse":,poli~;iE'~.

rejec:tillg:lhe'eollcept of. n ~~}]gle presumptig~,of ,o~nersblp.:f11e.p()liCy'~~t~,I)lJ)te(~
to i<1f'lItify,tlrose'contract,ing liituittiOD:S where, the, Ptl1JIicJlltere;st'",wo,ulf~'E?Stbe
$e-n~e~l hyn{'quisifion of patent ~ights'hy the Goverllment,acqld.sition of ·right:!; by
Ul(~ ·c;vnttuelor",or .deferrtng tlle" disposition of'I"igh4~untHth~... inn"Qti()ll'wa~'
identifif'd-rather ,thanmaki~gt~e:d~terminati.onntthe tiIy.e:.ot cgntntcting-.

SectionS of, the 19,63 ~residentlalS4item~nt requir~d t~'~fe,d~r4i gouDcn,fol'
SCiellCQau<!·Teel,lrIo)o~· to ~s tal>lish,8'I?3:tellt,:'ad Yi.s(>rY,lJa)~,?1, to,ana,Iy~e-' th:e :Ctrec­
ti\"ene:ssof tlJepolicy:~,z:md to.mnke.-re<:0Dlmendfltions"fffi", r~.,"'lsioflO'r .moclitic~tjon
ag bf'lh~\'ednecessaryin'light of· the prnctices of the 'Fed(!ral.ageileiPS, under the
policy,: ~n'J)ecember19,65tbe Federal CouncilestnbUshed the Committee 'on. Gm..­
ernm('nt Patent'PoHcy 'to cnrrY,out these'functions. ',!he COn;tU1ittee,,~oUlprised

of. pplicyle\"el Officials from~be R&D sponsoringagel1~I,~£f"repr~sentedontbe

Fffi~rnl Conncqo,nd' r('presentalive~of the 'DeJ)<lrtlnf'nts"ot:Xta~e.amI. oTusticp.
jdl~n(Hie-d three basic pollcYCIuestioDs"Gt issues.un<.lerlying-tbe Presidential State-
ment. The!'e i~suesw,ere:. .' . ..' ..' .' .-" .. ," . .

'''hat p-ffect does patent polieyhave on -lndustry parti<:ipatlonin,Govcrn·
ment R&D, pro~rams?

\Vlmtdfectdoes patent policy have on the comlllerCfaH~atlouofGovern­
mentspon~l)rediDventions?

At.ldwhuteffpct does pate'nt policy have on: busine,~~dcoll?petit1on-ln com·
fuercilll mllrk,~ts~ .....'. . . . .. . "","(',. '.' .'

To he-Ip ,examine tbese'jssnes"the COlllmittf:'e in :SepteiUberJ,9p6cornnJissionp<!
Barbridge lIouse~ arespurch nndU'l~nag("meI1teon.!3ultan,t,fil"til, ~ocoUi"ct awl
tlnu!yw'data and ,pre-pare,reports5vhich,woulp:: .(1 ) help tpst the ,,effects,of alter·
n:a,tive,:pntent policies; (2-) lead to nffitlllationor re,vision, ot"thePresident',s policy
or assist ill f()rIUulatin~usetnllegisla,tion;.t.t-u<l,(3) be 'llseful'to,execl,lf,ive depart­
ments .an~ .• a,.et?nCies:', innclrnini~te.r!ngG9YeJ:"nll1en t-\vide .poI1CY,,'wb~tbeJ; ~s,ta-p.,
lished,by t,hef-ot:IJP-:eS$or the"E,x~~tlve,,':prlln~h .. , . ' .",,:, .. ' .,: ',:'-'

TIle Har1)rldge Honee report submit!..d In lIar 1968 \ndl..at~d. that no sIngle
nJlpron~hto (he allQ{·~tiQnofpatputrigQtS,waslttJrol~)~,f':o;!!J.tiO,f!', sJ~, ,t;he. d'P~ree
ott>()lnllll"r<;-inl,ntllizntloIl, otGoyernmeIlN,pon-sore~ inventIons~c~~-,~~~!:IlI' ColU~
pt>Utinn. nnd' fn;tjustry partirlr~ation,io'Go\'eOTfllneilt n~D .~RS nttrl,but~:~r~~~():$~\~­
ernl.irnPortilnt fllctors.AmonJ;' these factors,were,tbe, mission ot "theconfra.etlog­
a~e-nc:r, Hie purpose ana 'nature, of. the con tract, the com~€'rCialn,PPIicabiIUyand
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market votentlal of the inv..ntlon and the extent to which the bventlon W,'8
dev~io~dand/or promoted hy the coiItracting' afiency. "

Based On the r<'Sults of the Harbrldge House stUdy and the actual operating
experience of the agencies uader tlle Presidential ,polley. th~ Committee in ita
1008 Report on Government Patent PoUcy recommended cettain'improvements to
the polley. These would provide: " ' ,

Agency heads with additional authortty to permit contracto," to obtain
g:~~l~t':.r,lgh,tB. to. Inventio~B ,whete, nec,essary{08.cbi~v_~-u,till?atlon •. or· where
eqUitable circumstances would justtry such allocation of rI~ht,;;

Addttlonal'guidance to' the agencies In promoting the utilization of Gov-
ernnl~~~'-s~tls()r~4Ih\~g_ntl(.m,s; : ',' ._ <:. _,,"':'_.'

Clarification of the rights of states and munl'clpal governments In ~uveu­

tiona)tl~lllcll .tbe_Fed:eraJ:'~o.\T,e~~ent-acquir~sn"~l~~nse:: a.l:i4. '_ _.
A ',Il10r'e- _d,~fin,iti:ve -data--lJiWe', fO,r -e:f.,fi1tpitlIlg' the': -~dn'l:i~isttation: -~nd -e(fec··

lIveness' of the policy and the feasibility and desirability of further reilne-
tl1ent-()r~_mfldifit·~tiol1<?f,the"pol1cy~,_ -- _.',' ,'. ,:" _,;'-',_:,',",',' .,,<' ,', ,:>

In August Hl71. President Nixon npproved these recommendations' lind i""ued
"'revl.ed Statement ",hieh was substantially in accord with the JOO3 Statemerit.
The revised Stutemcn't .ywhl'ch is still in effect) pro,ldes'that the Government
normally takes the principal or e-xc1usive pate-nt rlgh"ts where:

(1) The prindpal purpose of the contract is to develop products for use'by
the I':eneral pub)ic; " ,<'

(2) ,The principal purpose of the contract I. directly related to pUblic
. llenlth,.f;nfet3",or~welfare;" ,': "',,,' -:. ",' ,.<'::,',"': " _f~ ,;

(3) The contract is In a fi,eld f f "pience or tci'hnolol(Y prhlclpaliy (le"cl­
()'p¢dl~Y,':the·G-o'ye~nr~~:t~-"~Jl(l"llcl1irlf.;ittqn,'of'-ex~lu!-1iye,_;rl,gh,ts_b~_~e ccmtrll'ct­
tor'1night'Jend', ,to,cont~nctor:dorlllrmn('e_, of~he,-:ftehl;_~r

(4)",' Tlie,cnpfra('tJsfor. the: O,l}eruUon ~lt n -Gov~rn,mert~6Wt1:c~d,fa_cn[ty~-
In,ofht;'r.' ~i tlJ3tit?ns~wh~r,~theJ)"Q~p~ge()f tl)e (,Gn·~n~:~tIs· ,tOhlliifl,' OllE''1;Jstlng

t PChno]og':r-; ,to d ~vf'l (),f) ,info'rUl nt.~on~_J)r.odll.cts -nr::l~~n('~~se~:·f;Qr-'1~~..l~r' .theGoy:e~n.
me-nt. nn,d -th'esuhjCi1t matt(>rof the "contra~t)s diI'~tly,:rel~tetl'to':nn,nTf'oin'
wh feb the.('()ntrn9tn.r.h,~s,a n, (>F;tn h1 iF;hp,d non~J;oY(,J·Tlm(,~l~':'fl,'~nmril.ercinJ:po~ition ........
the co~trn('tor'Jlor,mnl1y' nCfJnire~, the, prin('ip~1.or'f!.*clmdrerint:~~tri:;::hts.- I~I)-W:~
f'ver,wn,f'reJheeomnrer('inllntp'r('s'ts of the cnntrn~torore npt ~:Uffi('irntlY' e~tn~).;

;i~hed to hec.•.l·prpu hy ,the pr('('edin~('ritpri.rl;!1,ll3Posttrotl o,fp~rtE>~triV:ht~.i~,con·
R~derpdon,.n,'('n~e:hx,"('n~e,,'bnsis.,nfter"thein\""entions,'hav'~'-heen i,deIit-iffed and
reporte-dtothe.Go\"ern,rn",nt., ' " ' ' , ".,,'

Rel?:n-lnt·ion·~: imJll(>m{>ntin~ the rp,yi~~d ,RtnJE'ln£'Dt.h:ivel~eni~snMhy the
n('llE'rnl~PITi('p~~-\drnhd~trntion(~~A)nn." fl,rPf'oTIt'1ri'hed:3t ~ection 1..-9 of the
Ff"dernl Proeurf"ment PN~nl.~tion~ 'fF-PH ).ntrd,.~edIon ~Ol~f:lf,th~Ff'flprnl Prop·
f'rty ,:\fnnnl!emrnt ,R(>l!Ulfltion~',(FPMR).Roth cR,pts :otrpl-!"nltlti(1)$~~.re;. chn l~
If'n~edin~PT)~rnte,1nt\'~nitRin wh.ich it, wn~ nllf'~edr.('~pe{'fh·elY-thntllon·n~qnt~i­

tionof title h~ the Go\"€rnmE.'nt, rind e:'{cfil~~IYeli('en~ln~ nfFeoprnlly","o't'.;'1lpfl
pntpnts. (>on~tHl1tf'dndi~posnlof property in \"folntionof· Article 'IVi ~ection '3~
<'Innse2 of thp:C(m~tftutlon;

Tn AJl:rH l!}7?".f'P);lR 101-4 wnst>hnltpngt>d' ill PuhUc' (,in::~n. Inc:, v;~m~P8(m.
"h(\ DistrictConrt fmmd fnrthe plaintiffs inn.fl~('i::::i(l~wltholltnn ,opinion. ,11n4
tlwGo':f>rnmpntflpP<'1l1(>d. The ,Conrt of Aprenl~ rev('r~ed the lower'f'(lnrt.fi-ntlitl~
thnt thp: f1:1111elleps,1J1ckoiI ,:~tftn{Ung, tl) Rll~~, FPR.1-9 wns nl~o ('hnll€':ng'~d;,h?
Pph1ic.,f'itlz(>"ll; ,Ille. in,Ft'hr1ntry J~74.hlll thpnist~lct COl1Ttdi~mis~,Pllthf(,0111,­
pl~int on th.e~r01mfl~ that the plninttft's did' notbnvesufficient standIng'to'sne.
T.be jUfll?lnfntwn~n:ffil"medonaPPE'nl.. .'.. ..'

Artir!~:TY,spction 3;,c!n'lf:.e 2 ofthp("onj::t1tlltInn '~'T1lntR to th('f"·m!!1"(\~~$ol~

J1nwer:t(),ctIR!1n~~,ofirfi{Jmn~p rule:1 rp~pf>(odn~ pr(lpert.y 11e:1on.;:ri-ng t.o. tht': ::TT.nitrd
~tnfPl'~ .... T)~J~ nofflo.·.r,n,llrt f'hnlhmzp~. n,IJli()U):!hrll~mi~~"c) on· proC'orlllrn-.1 .. 1=r(llln~1~~
h:'l"ol'·N1..: the ,~lJh~tnntjv(, ismlP of, the (;.HA. A,(lmfniNrfttor:·~nllth()rI-tY' to 'nroml,l· '
grlte.r~~1.11ntionR. dl~n.(l~ln~ ,otspph :'propertY'~fncf'. thp ... -n:~~f'ttNl.~Jrol"e,rn,mf:'~tnl
ntlth()rif~.<1'priV"~(l not trom n .con~rEN;:gi'onnlpnn~tm.pnt. hnt :,fr()TIl:.n' UPt~~i<1entinl
'f{tnfc-nl(~pt~" 'It Is Imporfnnt,,' tonotp that l::lWh,.nni~Rnr~,~f'!.:rnnt ari!=>e.whprell"!e
~onf!re~s Jf'sn~lnt,PR r01:-tllp.d'i:'TK'!!'Itio.nof Gov~rnment ,protj'erty nIidpro,vld~s.-for
're,l!l1Jnto r:y. flllfl:torlty,fn ~nrh le~lslntlon.

r;rp.~ Cornrylt~RI,on .on "noyprnm£'nt Procu,r('men.t·~ns rrpnt{.~,'hYPrihlI¢.",T,ntV
fil-:-:1:2fl, In Not':('-mhp:t" 19nnto Ftl1dv nnl1rf'('0tn~en(]tothe:ron~l'R.qm{'thn:d:s,to,

Jlromof~·.,'t.h~:·~nomy.r.ffidfnc-y. nnc'1.effE'("tlvf'n(i~~.·.~f prCl"uTement hy U1f'.. Ex:('cn~
tlve Branch. The stqtu,te provided tor a bIpartisan; 12~~('mberbo<lY.'Tw() mem-

,---
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:b¢'rS ','o!-tl1((ilbliSe~!,n~preS.f.·nttlityp~ Rri(l,W lmf,liC:,,!h~triHe_t: :tt~r~·o',PM:i:liJ~.IlY
the.: ,.Sl~:lk~~ ,()! tll.e- IJolise j _twonH)ml~'r5nt ~h(\ S{'na~~ nuda [l\~:lHie: ~,e~l~,fr
""ere ,apll?h'lt'cil-',b)·"the,l)reslden~pfthe,S('n~te_._Two ,w(>~l~('rs_of th~Exeg~V,l~'~
Hranch.aull'three Jn~ull(JJ~~Ulber:~:wer:e llppoint('d uy tl~ePr(,81d,ent:o{th.e-~';nit~
StateB.'Tbe COUll>troller General or tho' Unltc'<1 Stutes was designated a memher
by tbe statuto. . .

~~,- pe.ceriJ_i~_rln,72"the ,<;()~ml~~iouls.qll(>dn feport t~Jhe,Con~re~~,.tl~nt',J'£>corn"
D1erd~4p'r()m{lt,_n'lld: utilro_rIIl)IllI)l(>m~uhl tI()n :nf the: re,'i·:s~{lPre,~id('ritl~lStrite'"
nte'n.t. '~'b~T;()Jilmt~siQn _fclt _that it wus -prem,nture -to Jlilill)rb' the' Illt~H~-I'.r~~ide":­
tint. e'-ro,* ,~,1';ur thfit anYD~~ljor.. <lepnrtur~~ ,frotH' thQtno1lc$' S~l(lUld,:lle:,"~Jefcrr;ed
t1ntl~ ·tb,~ ,r~v.tsedpqlicyc.o,~ll,dl~,~\-~lunte,d:'in the ·liftJlt()f:.~~t·ij~I'n)~'en(!y,exp~
rit'nC(i~:,·1Iow~\;er,;theq9,Ih11lt'~!-*m.nlso.J)ro\'1t1£,dfl,)f.,n:n nlt,~,fll,utri."n pproa~h" ill
Hie' ~~~ntt.ll~t('x,I~iience ,urHl~r :~he' :Pre:~1dent'l:ll-polie-,f ,,:n§,',llr~nJi~ff1(,t~r:y ~ >,

, 'Th,e.' ~ominl~4Q'I}"S,)11tern~te.npllt"or(ch,.in\"ol~~e~1·,thP·r('P.e'~lof,~Jl .. exl~ti~Y~,-lr:g~g ...
'lnt il)!lconCerlllng ,th,~'ClisvosiliWl:ofrI~)~ts ill.' in\"t·rltif:~n,S:,mq.d~ llndfr Gon~.rnmgn~
('on~~:ad:s'll:nd,,its rel).lfl(:ernel~t'ls... n, .,statut~of;G:o\"{'rJlllle ~.'~ -",-iq¢· -fip.pHcutIo":,. Th~
nIt eXIHltellJll1rn<lch ,PfO';id1<1.f6ru110\\"in~· the, c()ntrngtijrtn ollt,,"ir~-prind!l':lI.rj;-J:1t~

in, .{lu'" .t.l:re11ti;(,m 'with. tlle.qo\'(!rtiln~nt'.' oht~li,ning,a;r()Slllt\"·fr~~,no~l£~¥~IUj;lt\'e
H~'J~~,~.fI.~ethcr wi.th'<:Qrt~,i:n. :uIll:lr~11"hl" 'rJ~h,~~' .l"~IIrrch-fll··' ,rlghts:, '.VII,iell nl~o
ex1rit<lftldC,rt:Jle r<'\-i.s('d,' J)t'Q~ident:inl: :-:tnct{,lU,CU,r"nTe' ri,ghts', r(',f'~r;\·~.d 'br the "GO\-..

, ('rnl?er~,t:h:Y \\'hf(',h .it. ,wi,Hl0ut:('(lmp.N1S:lt tonl~nl" '.rt>llulre·lhe· t'Oult::t,!,itl)r to,'Uf:C'nse
'oth~~ :'ln~)~:rceit4In ('lrcumst~n~,~8J ...• , . , .... :

)t{)~.f\'ll tp(l .ll~\· .. t 11(> .... lnwsl!its:, "Ul~Clts~e(l ..• ·enrli<'r" '.11,rt\~strill1t~'g-:n':rf~11n~;;'~~(',~1
B~~Ilr.~r~, p;I.lent polides.:' Hn d :its CIIJ1,tin uIJ)~l'-\:~'luAti fm:,of,' r';'XC4'l~,tire :flg~tl,~y.'e",;,
f~ri(f,'H;,~,pl~~l~rth~,~e\·i~cd,rr~sl~.~uttnl·llOl~~Yt:':U.le•C2'()n,Jmltttf}.6~',:Q,o.~~:m'm~n.t
P~l~n't,.l~J~Hc~r"Q<.'Ci~l('1'll~ .. S.ept('ml)~r, lH70,t.o: .(l~nf" :It'glslnUo,m,' Its 'liu'rp<J~,,:OUld
be,to0l:lfnJn,Jpn~lnl~lIn':q~:'"el"n~nN,lt~w:ld~.JHlteritl;oli<'Yll~)-i ~o:rrnny~'. ::.: ',':-::'.....•.• ',',

_ ,.Aft:('rJ}repntln~':l.,~-l(IC9flSiderlng •• se\"er:ll ~r~181:lti'\'"e,'pT:0pQi;inls th~:' C:nrllTl)nt~f;e
n(lt)J,I~e(t t}wppUC)· .. (,(lnCt'I~t~, or the' Comn,isgio!l~S'n:1te rnn-re n~[lron<':h."';rhi~.:leb"if;(·

l:tfi.'"C',' IIr:oposu1 ,,"0111~l)(': rn.l~the·contract t QoL.t11 in,Iuyt'ntion: 'rt .!:,ht~ ··s.tJ'bj'ectt()
f.hemnll,ll .~i(,~~lSe!o':the,G()\·erllrU.ent. with ,a .reflllit:f'Inent,JJ1,t::t thJrd.;p:ntlp5 he
]l(·~n~f"d .. muter .)~,(·s.ultln~"',:tk'1tent8::jn: ~v€'dfieil .pUblic . intPx('st 5ii6tntl(ln~.:"ln
.AtTg-ustl!FH",t-h~'·<.·nmmitt('e'sdrHft'.l('gis'lntlj)n.Wil~· fo~n.rde~ to tlH"o.fficeof
)lnnn~('nle-nt.nnd .Htldi;et. Th~,,,'d1uluistru.tiol1.h()~ve\7er,'never nctefl to,:s,ullport
th.l~ le~i$lation. ... '. ,_ . ... '

!.n]IH7" Reprps('n~nJiye.T,hoxntqn intrmlnrt:<lILRS-:J!kJ:; that ,pIll Jooknn
nllnr(laS'!I~hl1il:"lr.to.th~nlt(·rnate. npproncll: forFNlenll :!)'It,<'nt 'p(lIleY"prO::"'
Jlf}~Nl hy tile COltlmj~sion,"''rbe,:CoIl1ptroller. (,te.uer:tl,., In·t,:oIIlmell:ling' .. on'Jhls,:·hqt
J;Ot£"(~ ,its RirnHnrlty to. the C()mtlll~sion n1tC'rofltC". RPJlfOflCh nnd~t<ltPd" "\Ye
tmpl~ortf'dHu;~"patentJlOlic"~'rpcomnwndntions of. the Conllnl.~si().n nn(l we ('(ln~

.thlll(~ tol'cll£',"e thnt ,p:-:tflb1isl~in;::a uniform Go\"£'rnlBel1t~widepatent pI1li{';,>' '(:'HlhI
fn~t('-r ,n ~rE"at('r de-grN,> nfcommprclal uti! i?:n ti<Jllof Fl'f)('rfll im'('II!,Jt,'\l:-::'
(n,-1400r~, September 13•.1!l77). );0, hearings were. hdtl ()n II.R, ,N~H.

R. 414 8F.CT,Iox.-nY~f'F.(.'·TJo:-;co;\nlF:XTS

SrcUnn.201-[)Cjinilionfl .. ,' .' .'. .. . .. '

f'tlhSN't,i9n (n) df'!iut.'sFMernl ,":-:,,,nC'y fiR lncludin~ ":lny {'xN.'uthe nltenry: n~
dp.tillf'iI.h.l~pCtI()n.l0:) t)t :tItte !',. lHH:·:'"(l Btnh'S Cod(',"'l'hi~ delinitloll would
1ndndl' 'the Gl'l!f'rnl ArroHnt.ln~Ofl\ce.

RnhR(>(!tioHS' (h) ..and· (c )r('~p(>cti,'('IS definerllndhl~ flg-rt>om~nt 'n,s'f:H\)'('on~
tr:tt't. ~rl,lnt.·or ('{}(llte;'rtllhefigr('t'nwnt entpr('tljnto.I:'f'twl't'll un)· FN)pr:)l. ~~('n('r
flnd'liu)" II(·rsfHl,",mulcntt·h:\NOr RR "llnr IlC~~on tlmt is npnrt)· to fl.fnnrllng
ng,rf':f'l1wnt" (f'm'ph:t~i~ ~fhl('d). Theft:" .t~. howl'\'('r. Il() ,(J(ifinHi(lnofpt"r~nn llr(l~
'fi(}~t .f\ .. df>tlIlUlon of llf'r!-io!l whkh. woult1'In,<,lucJe)lfi rl(1f'h'llil\.q. ("orp.orntion!'t~
JUl'(l i~utlon~;, ~,:-:~nf"intio~IR filldotJH'r ('1I0t It~,~ h~ f'I('C('~~:I'Q"i,f~,ucll Dr;mniz.1 tlnn~•. fig
"-t,n'l~l,ndh'idnnl~, nrro,to, 1"",('1(':1 rl)" ('oYer(~cl h)· :-:nh!"('{'tiomr t,~) nnll. f('~.
. f':P<.~llo11·20tJ.lrn\;fdt'R 'rj':o, (letinltlon otln\""('ntfkr. y~~tth('J('rml~.·;.tl~('d,Ins~('ti(lll!{
~()'J(c) (7 L~I1(120".!fd) ,or'S.4~;l. ~u('l1n df'Onit inn ~l~pnltl hl~pro\"ld~d· ttl dlirlf.\""
WhnJ,fJIRtll1('tl<Jnt.wtwC\·u 'C'ontruclor und 'inrt"utor is inh'ndC'd iu Sf'eU(IIlS ,20~
«') (1) and.~o:J(d).

[.,'f'('(itm'2n,:!.~lH8.pl)~jt.-i(m01 t'i(l.~'t~

Kllh~N"tlon (n>. 8vtsforthtwo IriRtnn('{'R ~h('r{' n .F~'d('rnlnJi.ency,mny pr()oo
tJdongnlnst releuUollol. tHle to n Huhjl'ct iuvt'ntion lJy th(>- coritra,ctor. 1'h,f' first
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ot IheR~ (s .,..h.n Ihe elmlrn.t >.18 tor the operaUon ot 'a Government-owned re­
~~"ar~l~()r'~r?4_uetlo~'~~cHlty~"The,-seeOIJ,<l j,,,~a. fl{)te:fltJ~'IIY _l)J:'(),n(l"ca,t)go~y- ,for:,~x~

-c(~Nfonal:clr:eulrt~t~,nC!8-Jyh~Il the:~igeH('.r (letPt~ines--~~ha~ r(,R,~n~t~()?,:iJi'·eIJin~nIl7
lion ot Ihe rlith!s to .relnln tltie 10 nny subject Jnvention wHi better promote the
llOUet••·and obJectl ves of the Aet. >' "

An enrlipr version ot H. 414 mnt~lned a third category tor r..trlcUon or eUml­
Jl-Il'iliQ,o~:,'-th~'rigllt,to,-retalntiUe~ ,T~I!1l- ~·.ll~·-'~bere., re,tc~tipn_ o't _~itle, ,br,U~:p,_ t16Il'"
t,ra(~t.0r~i~J:lt,ci) u_~ dIRCloRllr~-()!,,~ln5Ri fiedl~~9rtal1tiou orotllerwise., fin~ir:n~t,..
Hnnnl ~pC~l1rUv.,:Th(':"r.lIqH~.ntIP':l.Of,t-lllhS_s~..f('g_na-r~l,to'lintionnl,~t,lritrisfn,'fnlr
vlp,y. -nl~lldy.i_ged. __ H'1Jr.!,Il- '--fl.: ,p~f)rl:si_ol1_J~eep1s_t() .u.~.t.o.··be.n~esgag' ,:to.··,:cleaI'1Y:~lJrQ.
,·jdp.~Hrot.(>ctio-n·to,r the ,Reeu ~ity :irit~~e$t.s'9:tth{f,O:?;vernmep.t~, ..•.:.:.',':: ,',<,:

:-:UII~t~ott',J.~)"pr·()fj'des·~lil1~,::t'l.l,nd~Ii:g;,n,~t~'P1~,nts,c.',\\·lthf;mn:n'b"$ines:~·.n,rmR'{),r
11(lI11trotlt. .otgi\ni~.tlqrl~:.:D1:u!'t ..,>ci:min:h~. -proY~$tofis .to:eff'et!tunte ,:cE'rtn,i, n," t("g~,~ir~
hIPn~s. ottQe.A~t ;o.~e· ~,u,c~. ,:P'~Qvi:8i9rt",\\~o~l<l stlpulnte:tht1l.tb~,f'ede~lri~('ll,cy bas
tll,{',rIFI~tto. ~qutr~ p~t;io/li.c.r~p~r~1ng.: on' the:~tiltztl~l?nOr' (>tfo~ts"nt'obplii;Ji~~
1Itiliuttl0ll, t-lH~t ft~ft'I}(4n~,~Jlde, b,ytl)egontr8'et(Jr~, 'rhi~IlPP~~!:,·t()·he ttU~',6111y:
menus: aU.uge,ncy .\v01Jldc"Jy:I,"Ve,' to, 'J.lil0~HQr the: (,·on:~r~ctor'R.,'comp-littnce,~lth,the
'JlrO\·j~lon~"of.the, ~e~rslf,l.t1o~.~I'h~refo.r~,.. :~t ,:.,:",ouldbepru~ientton.dQ.'.a,noti1(>~~ re~,'
Ilul r,ed, 1.roV~,si()n'to: ~,t~,?tl~02(~)" to, int"U r~·.that, h~th,tli~~,ge.~ey: {ln~ :'JJle',fOQ1p.'~
t-roll.~~:, ~ £>ru'-r,nI..hn:~e .t~e, -,rl)tht, '.t? 'exanHne .th ~.' t}fJrtJ Il-ellt ..l;o()ks,. doe'lWc[} t,s; _. Pll:Pf.I';;'"
and'r:(i('prds, ott~~,Co,~tr9:~to.r't.or,nny:ot:his aBsib~m~~8.'or li~e,ris,ees.Jn::'()'rdgr',tJ?
JIIH nit<!f (>omplI,J1,·rt(:e\J"1t>h4~e.i\('~." .. ,',: . '" ...' ..•..••'" . . .. ' ,,', ',c' ".:,,',:'

I'lIhsecUon' (d) and secUon 203 (march-in-rights) provide tor al:encles.to act
hi ll('c()rd,ap(.e:,~ith :;:"re~lJln,tionR'promul~~ ~,ed':bl:}renn{ler·,f,: liut :d().,"n.ot:sp,~'~fy:,t,he·
S(.nr~~ ot the rcgulntloM. l'he issulog authority shoulq. he specified, or .It the. in­
H'r~:t .. i~ thnt,r~,~i.lh~.t:h),Il~.h,~pJ;:6,mill~~lt:l~(i, ·hy ,each. agency It)ti-iV,~~un:UY. -the '!'ecU,9n~
~hollld he amcnd~d to c1nrlty this intent.

"f;('t;tlt)n.· '2.o,s·.:...n.~tn,r~i{r· ",~.n~' ,ifYrr'!rrn., pTn(rrUfJn,:'of. .1('11(,.Tallll;"ownc,~'· it~ventio~~:
.~(>(~li?u:~'~'0'7(-.'(}')':dina·t(o~ fJf }'c~:~al,liCPtt8ill g /!"(u;tice,8 , ., .'. ""
~C('tfon~'~~t7J" ,:~nf!21Q«(1)pertain. t~, feesnnd.r.or;},1-ti~s r~pt\"(>d;hy':'th~

nPI'fl'~t meIlt(;f;C#,rp,merc~.fr?m.PRt«'J]t· li('('nsln~. The Df'p~'rtm~l1tIS,tq U"f' ~h~,~e
ftllHls., lor' tliec':n'll'lI(ISe (),~·,.this .. !eg~!'01 ntion;f-bus< ,~~~tnhli~lrin"~:,a,',;~1"()lri,il#'~91Id.
GAO bl'liS'·~ .. '(h~it-·tl'C" pht,Hlc'inte'rpgt:· is .hest 'sl?rvf>d ".whpU'~()llg:rFs$i(m:ll-c~nfrol
n\'('r .' ncti\~ities iR("Xt>rcise-<l' through. a.nnual.·. rede",'R'0 nd ntflrmntiw~' ficti()n,on
ItlRHn('{lpro~rnlIls.flnll-fillt:\ncJnE; requlr~:meflts lhrough. the npproprit_flo,ns pr(~:.
f-'.~}:(·S, .. (iAO.hns. th("refore"'1)dv(~nt~d thntapro~rnIl)beflunnced·t9rol1,gh. d,irN't
Dl.'propria ti(m.•or.th-lltJ.egi~IrVion .fi uthorizi-n~•. :finu.u¢inf{ t!lrou~hoth€'t",:lllt'il.ns -pro.
vicl{> fornd('(Jlln,h~8J:id __ (!o:nt-jUlli,ngCOI1gr~s.ionnl: c(mtroL0AObeljeYPs.thil~~ to
maintain' ('ongrf'f'lsion l1 l·control., pro.po~dl('i;'isln~jl)n.to authotiz~pro~:lmfinnn~.
jnJ.r·II~·· means' nthE"rJhan' tll.rOl~~h there~ulnr'appropriation l'r%.~!';~~~lOU;ldi~clude
)ITO\"isioIlS for nnmml revit'w hy theCong'res~;coupled withsuc:}rlimHations and
al h,WllDcestor tle-xibi Ilty''tl:8 decmedalJprOpria:te.

n-1333S6
Ilon. BmcR n."-YII.
C."'. SCJwl('.

Dr.A'R .~t:S,ATOR RAyn: ()n, Sc.ptf'rnbe~'15. 1978. you R!1d Senator Dole wr?t~
that yOlJ h~d introduoo<i a hill to estnhllsh 1l' ,uniform FedernIpat'~lltJ)ro~du're'
for I'ninU hm~Jnp~s (I'n4 non-profit orgnnjzntjon~nnd intendedtoholdhearlngs in
Itl{> !lllth-Congrpss,YoH.nskecl'-thntwe pT(}t:ide ,fcsthnony, lncludln~n (ji~~lS8iotl
u~ Hie Jlrf)('edllrE"~(l,f th~ J)f'l}nrtmentsofEn('r~nml,lIealth.E<1u~~ti~n.,.and
·W(>l-fnrpf,?rflpt~rr.nil1in~thppntNlt rl~hts for·lnvf'ntionsarisi,ngtrom Go.v~rn.
llU'llt !ol'IJli)Orf'('flrf'-~{"nTC"h!lllfl' (h~\'f'lnpnlellt."TJIP .·llr~·flnr('s or thE"~e departuwuts
n'Pfp to ~.~nt[nfOtN1willlJ,hoseot Q!he,rF{'dgrn,l Rg-epgles.

~\!oin:rPR1Jlt,nrdi~pll~ion~. witb re-prt?:r-;ent.nti"~ of yonr ()tJ!C<-" 'RndSe-n'9:t(l'r
n,ilf"j;l.nnd ~-ol,rJpth,;r::,of January"R, 1070, w(>·nl~ ~htnJnedl,nto:rDl,~Hon.onthe
JIfI,t....nt polit'lp:<:nntt'·llrnN'dur~.nf'theDepnrtmE"nt ,of Defense andth~ Xa:tlonal
At"rj)nn.llrlc.~ nnrl .. ~.i}ft,~,A(lmfnIRtrlltion... : '. ..' .,,'

\fp J,!n"p t('~ti mOllY ,1~forp, tlr~ R{~.1R.tP J'.H'II('ls:ry0ommfttE>:e-,on: ~~:ly.16~. "~~

tl:lCkgrol1nd 11l1p('r· Qn- "Go,'rrnmf'nt patentpoUey and d('tait.t'-d romOlents: po the
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·End6sure~

till .wc -e submitted for the reCord. Answers to your questions were furnished
for the :r~~()rcl:ot(~hili(~:!l;.-,·,_-_,:: ',,',:

_~ __ '8tJ,g1~i~Y cot., ,tile .pate'nt-®Ifcie.s'- .'llld _'pta~tfce~r:o,-- t~e",f~nlr"fI,genei~,-ar~
tnchld~ :8S _-~nelo~u,r~s __ to _this ·h~tu~r... ,V~ _o~Jtain~d thJ~ jriforlnlitY>n-b~ w()r~fn~
with patent o!~duls of the re'l",oll\"e uKeue!es. but we did not aRk the sKeneles
for, ,tortrinl ,re~·lew,~_r-c;oIu-~lwll,t.,Th~ITI,aterln1'.,is-,nlso~in~ _ru~nl~h~ t,o-S,~nlltor
po~e.-,ThbJ _~)_Jn.pI_et~- our. wor,k.tQ -~nti~:fr-yo_nr-_rf>:fll1N~r; ~V;(l,1t-r~plpl1fo'l'll to Iwrc
lieenRI11~:,t(:)'gl,1JH~rt,~·oureffQr~s'lowa-rd a'unlfo:r:n,t'_~federgl.ptlt1:mt .policy•

SinceI'ely_yours,--'~:~- ."', .-''.- ,:; ..
'.', __ ]::r;'~ff:~]l . .-~t~\,\T~.

Comptro./Ier General Of the Uilited State••

WA1\'ER OF RI.onT~TOU:iI\·ER8I-TlF.SA~D SMALT~Bna~H:S!-;F.9

SI)eCHlc ('riteria jn·DO"f~·s.l~~lstntIon.. llnd irriplementin~. re-gul3.tlon9(js~ut'd
Jul,Y 13. 1917) provide. forllrf';ferefltlnl tr(>'atlll~Jlt.for ~J:Jlall bli.~i';Iess{>sandnon~
profit education in8titutlon~; "·nlvers nre ~en(>'rf!lly ~rJlnted fo sma.ll businesse!J
if the l'ontrnct'invol Vi'S tl,g>! rprlvntp'ly,develollC(},le<>hnoI0.!:Y"

~"~r nd'·8n('e.\~·ui\'l'rt:; J)O!'~ ('on~ld('rs "Pllro,"~fl ted~nol,o~y prnf{rnm~ .the. efl\11~

vnl(>nt of n1t~nl1f"(;'t.ilfingJllldmnrkl--'tlnl-t:'(oannhilitipR, thns,I~~ovidln~ universith~s
no.,E'tlt1.al fooUn,J:.wlth il1(~lI~try 'inr('C)u('...t·in~nd\"lln('e ""ilivers. Hm\'e\"er, au
npproved. prngrnmJs:notsutftf'i,P-ot .In H~~ltto)ustify,ml"ndvlluce '\\~ai,~e.r. The
waiverreq,upst llHlst .be, ('ollsigeretl tn-ligJlt oflhe four ohJecU...es,an(} 13 criteria
est'nIJHshtod:.hy th"(> r.(1Kuln:ti9,n~, .. .... .., '..' ... . .

nOl'~dnt.'s notl1Rp8Uy'~rirnt indivldH.nl watvl!,ra, to(~(lutr,f\('tor~;In('ludJng'i.;rnft,l[
husi.ll('SIWH. f()r .ldl·lll,l~iftlln,'('ntioll~jr:nOt; .(-ontil~ues ,t() fund(IeY(·lopm{'nt~,.The
on1r bnsl:i' ~(,r, ('onshh:"~ln~nIle,~0.\>PtJoni8)he('xfpn,ttpwhi:cb Ih~ ('()1HrIlctorwIH
(·o~tf)bnr('-derelnpl1u.·nt.nQg !)h1l'esgreut weigbt. on co'st sharing In 'makingJt~
WaIt-er dedsions. .

The 1)f.~p:lrtiupntoC..Ehergy.'fo1 (i)()-BJPHtfont- 'MH~,y :i~hn·sf'rl,:pn~('rt.ion 1:')2 ,of
tJ~(', A~:Olnic: l·;nf'rgr,~~(·t,of, If):;4,' ~:;;.,:ln:lell{If>(l; ,Rf'etil1n n, (j-f. the. :f\'d~~ral_ Xnl1.
Jlll('lf'~r _Etler~y UN;t:>[tn:'h -u'nd -bf'~:elo.P.Jn(>llt -A'c:t·of ,1974,;', nn,fh .to, ,tlu"extent ,I1,ot
Itlt:on,Ri~tf'nt,wll~l ,-th(':~,p _~tn.tllt,es.: the:_-I're~id~,'nU:ll ~IpnlOrflndum :nnq ,Stlltf'01.ent or
·qny~rntll(\-n_t.T~nt(l_t1t :Polky" R!'" te"+.;~d, AU~tHit:Z.3.,]f)H.: 'rifle 41"'9t. t.lrr{:od~()t
l-'('{l('rnl, :n~gliJa:t.iolls; Pllr~ __ !)'-9, i'luplf'ment~- thesestlrtlItory, find, .l'residf"ntlnl
guitleUll('.S:0' _ ,.; _ .', : ',': '", ,'", " .', ,' .. , , ""'", ,,'> , ': ", "

pOH patent 1l',IIdes requlre.IIJeGoye~nl1ienttonoqulretitle (QSul>!l'et1nre,,'
t ion,s'lll ri'~le: Y=J.ld~~rson,tfftcis, :J! rl1,~t~,",n ~l'd ',f)t Iter '11 rra-n~~ nl,ffit,~for' rt\s~{1:r~~~l.' (lev,pl0P:­
me-nt."nn(l: ,(lpnl()n$trati~I)~:IHJt'l1ls:t)fl~!l.'".j,d~, f0t", waiver,:, of Ci'Ttilif.l '.'ri;ht~,. ~Yhgl1
the- fi~Ye'~f1ment:,'rptirinS' Unp." !he' '{'ontr-~lcJor: TPtninS',R,II~rleXclu~iYP.:.rP,~nrtihlp.
1m f,()-1JIl,' li~(f,~~ ..,t~the 'tn\'f'lltioil nn'dJ llr.rJt:ht to :file:· f1 nd '.'r('t,n:in' ,t) th~'.hl .n~y
ior(>~ jZH ,C~lJ!}'tp·fll"wllith, ',(II¢'GOyp,.rI)fnfrlt(~()~R,tll)t',\,lE0t "to" ~~.·u,~,¢: .pa:!,~,ntJ' j~h t~,~

The' Twp:.'lrtm(-.rit 's'lwHde~: f)'t-o\'.i4eth.":t :th~S.~t}reta'rY' ,:rn:i'Y:' \\111iv,e',:,:the' 'Tla{f'nt
r!jrhb;oft ll.e(;'o¥er~lm.>!lt:tn ,any, ':.rlvenh9n:..tno'de, rr::- t'ohe Im:Hle. Ilmle,r'Colltr.3ct
withI}O:E Jf'he , (h·h'rml,n(>f;., fh'111 ,,', tile, ,intf'.fNJt o~,the .t~nlted •. fHnlf's;lnd. the
~(>nprNl llUi~li('wUI hp.~tl,E:-, ,r.:.>rn·dl:ly~~n("h.wnl\'er"T~(>re nre t"wot.\'JW~ of
w:liJ;,~r~--nd~"~1 n('~. nnd '.inditidll'I1,1.,An'1Hl\,an{~ewniye-r,i s ,rf"fllre!J:t.,~(lflt t he- Ji IpP' ot
(~()t}.t.t'a(~,f,in~. ,Jf~.rfll'h>d .. the"\'-niyerr~':<llilt~J.n'a'.coiltrnet"proyision· 'in which
nOE. '\'ai\'NI if~ lllltr'nt t:i~hr~ t() ,aU jnvPlltion~l.Unc1(': C1r(~lln('('h'Nt Illlderthe
{'ontra('r. J\n indiYldtlnl',,'ni\"(~risr('{lHestf'd\'dl('nnpnrticular invention 1s made
'Hr('ol1('eI\'~:lmHl(iorn-eonlrn(·t... .... .' ',' ... '. ".'", . .... . :

nOE"s If::'gl~llltlon{'~tfl,hli~h('(l'fotlr:ol.).i~ti\'e~.. in m~kifl:,I;,'yai\~('rd{'terminflti(in$l,:
,,;;~~p$iI.I~ the ,IWIU~lit~ ·ofthe f'nprl!yrp~Nlrdl,d{>'\"l'Jopn1ei.1t,:UHI d(onHm.~rrll~

tion . programs wJdely .3,onilnhle {otbe,puhlic 'in tbe sbortestpracticahle
t IUil> :

PrllJ)Joling- theeomm('rC'inlntllizntion ofsurh In"E'n,tions;
EnCOuraging participation hy ·priv3tepersons in DOE's (~nergy programs:

and
Fo~ttirin~.('omppti,tion 'rmdprev{",ntin~nndue'rrinrl~et ron~ntrntlon or the

crp-ntion or mnlntennnt>e,oJ othe,f~itl111tIQJ).c; inrono<.;istent- wifb nr.'i!;n~t law~,

DOE's rpgUlnti()Ds. imJllementln~ Hs.le;giRlation also. I)royide 13 Rlleciflc criteria
for the Se-cretnry's eonsiderfltlon in granting ud,·nn<.'e wah'ers and 12 specific
criteria for indl,'idua,l wnif.ers.



rnOCESSI::im' AfJ\~ASCfrA~I):1-~DIVIlJui'I.\ViIVER8.", .

J\s ,()t:, 'Dec.~,Ill}je.( 3t, "lw;A,,p,9g:~a~:r~~I~'e4,,:~22, J~tjt1on~ for,,,:nh~rsott:6~
oJ,IJuJ:5.fiOO -:iU.~·C!lPOll d'i:scl'Osur~'s}l1:::u~¢?n: more' .~baD,:,(;,f)(}()cOntrDctS.:The De­
l!art-mellt':g,r~iute(J,.21G, ,oiGl ,~~c~nt:,.,d~IlJ~d,46r',qr,'ll:,l,erCl:!rt~:;,inl~:e~o~,~',:qr
11;Id· WH II dra,,'u' -t,S,;:'Q,r.':'Jl,'W'ret!I~.t~,!'h ~~,·:rt·llI~fj,lli-n.~'. ,) ,!~;' 'or:::J~:J!~rct:~~llt• "_',~,\·:f>r~, jH
nros('~s. ,Th~se ,-('Ousis~~l1' 'of',54' pe'tldoilS, Jor.,ad \·a-nce(!: 'wai~eI'S'·ilnit:5S- ,for 'illc~

dh~jdtllltwa.h"er-s.. ,:' " ,', ,',"'.,:':' ". ,,"." ",,<,~'
Tllrt~e,llnJ](l~~,d:o~',t,he 4~~ p~titio'nsre~eive,d l~y, POE ,wer~ for n(lva,llce·w.ait:ers

rill(~ l:!:! for ,indi \:ldllnJ, '\\'lliYcrs,I)()I~; .~,i'~·,{,.s:llro~('s.sin~,pl:il)rity t.o,p(l\·nlle~ \\'fiiver
l~t i",1 iOllR 'h~ause 'tllet:1-J~UtllI-Y'lt~{~·,~ii'ad~.:,l,rJ()r ·t?'J~X!IIJrlrct~ll~~. ;~I](h.lheJ;~fore.,
c(,m,1(l nffect(,-olltr:lCt,n(>g-oti~1 tiotr~~'T)l'tH~. 'oltly.,;18r¥erC':('nt ,'ot,tlre, '{ltlv~~n(~e .w.rtiver
petitions:; wereln pr(J~~s; onl.('(-{'mUpr-3l.' cJU7t\, ,,'hile4,8'perccutofthe ,illtHvidunl
IJefitiotlSWere-- in llro('(';.:~". ,,·it,h :1. c(l,owlon.d o:f112.\yai\"f'r'T)Ptitlons in process
'nt,'tJH~ 'l'nd: of- ~!.I7g. lJ(n~ was ~houtoneyen:rhphind,fRJlrOCeBslnl!'

,\~~ nnrllyz(>d. IlrO(·('~~i llg- time-on '..30"·1HtlL,"hlnal. w:livers w.hi~b:nOEld,~!1,tifi~d
as. c:l"letHlar ~'ear 1~ri'7 cas~~~ The' Depnrtnient's procftsshrgtime-foJ:' (llnse:d'cases
r:lJl~('d frllUl thrl'(' Iflt\\"Pllty-fiH' m()Hth~,:n~f"r<lJ::ing' nhnllt 1:-1 ,'Jl0lJtll:':~ n"r('r~

mlll:lO<)n~ on ~e\"(.·n(,:l~(·s)JndtJnthee:n r('odered nsof p~emher 31.1978. These
IK>tilions .lllid he-I'll ontst,nIHllll~ fr11m·14 to :!!) months, fiypraging In'months from
thl.· d:l te the,ppfi tinnwnsrc('€'i\'f:~<1h;t'· DOl':,

An:JlY:"-,ls. nf, nOE~~, InTI aIHI: lH7R---df.'t('rminntionR disc!os~ t)Ul,t 121 traivE"r:;;
w("re- l!rall(ed flIHl.Jn, or 40 ppr('('IlJ.' w(Ore: to.~mnH businE?'~s(>s nlHluni,\"pr~iJi(>s:"

Durill;,:this ~H}lf~ period 11IlE fh>nletI 17,'rMllH'SI~,ilf whkh:,); or:!!)IIPf('I;Ilt •.
\y(·l"pI.I{·titiollS of tHll\'prsitj('s. Two nniyersity pC'tition:Lw,l.'re denjpd without
prPJlIfIi("C' hN'an~eth~ Dt'partnwnt was continuin~to fund the: Invention. So
slIl:IllIHl:.:luC'ss petitioilS w<'re d('nlc-d, '

DOE interprets Its leglslatio~ as prOblblt;m, tbe URe ot Institutioll"l (l!lt~llt
ttgrft!!r:neuts' fur 'Willvfng title' to.unlyersi ties.~fldIlg'a-p.pro_n~d,technology transfer
C.Ul'flhillties. :th~,ratiouale fo'r tbel)e.p:lrt~E!nf~:'illterp!etfi'tJ..,on'ls found,ed'()u -its
Wllly~~r' ~,j{)lk,h.'s ,whld.l. It r~tleri redfnj.m"l!le. .re~l~lnth~rt.;_ (ll_~i;,~~B('(l nlI0\T'

'U'(,,~\·ey~r.[()r.llPl\'('rs1tit'shllvinl;_pO~ ,nppto'v'ed' tccb~n'olo:gyJrnnsfer' 'progr,atn~.
tbe:,l~e1?artm(',nt'ud()j.te(llln 'abl)reYill~~'. '~\'fll\'('~petitlon ,In,.,,Apr~l 1~.10' ,: 'r~ili_
pet'it~ O}i\YfiS :de\~~IplIe{l.~() ,UhlJt thei'Df0f:lhntlon unfyendti'es- \yn:.uld ,,1w:ve-,'tQ~utjrt)i',~,
WhCI.1 _'l'(~~iqouim; lJO~'for, wUirt::r,o!. domestit:. putcnt'rh;lits to ',nn 'ideudtied
ll:l ....elltiQli~
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CA~ESTt~(})ES

"·e· r€'"i~w(>dl~('nsf'~ \\,11('r(> ·(,ofitrnC'tor~,ot .. In\:~,Titor'~PPtitirmNl···nO~.t'or
W:"! i \~f'r of rI::hf:-; to Id~ntin('(llJ1\·(>Jltlnn,~. T\\:o (,ll!':(>swt'r~n~yiewe(l,.nt th~ ref}u(>~t

of t h('~('natt':-:llh(,Ollltlll ttt'I'IHl t-h(>; f'onst-it-ntion. T-he:()the,rl1cnst's w~rpsell?'et(>(}

1l(>(':J11~f" .tlH'Y WPTP. ~.Jlt· .. (lJ(I(l$t ('l1~('S 0llPn)\"hen,nur. r('vi.('W,l?Ol1lynE!l1(:'t:'d··ln O.cttr
hf'r 1~.7S,pl1rl,n~ollrr(>v1rw,10 -oJ tJl(~l? JW.t..ition~W~f("nlJpro\('iJ, ~11~~·n!"denJf"d·
w,ltt1~l1t pre.hl~i('~. (Jh~("o.ntr.nr-tnr(,:lnJ)('ntipn, n~alt1~ ftrr. T>O~~n~e.!l:.tlroj~r
flJltrlin~,) nnfl·(ln~·wn~.I'Jn~t~lll(l('flu.~'~hf'Illn·nto.... f,:li'lf>d·to·!-:uhmtJt.,he ri:"flllir~
l,nr;lrnmt-in~; '1'hf". ri>rnalnln~ ~11~~ nl~p,\nl~ ('h\sMbFrnl1~p-th('l,J)('tlti~nf'r.-d1dllot
~llhm,ltr('jIIIIrf"-d.tnCormallop. hnt, ,';tt!:-·,rpnp(lout>'d· upon T('(lu('stfor rf"("on."lhlrf:ttlon..
\'1'110 11 rlIt"rpqnin'(]' to' Ill:tkp dl~fpnllill;1t i{ln~ flU ,t)w (lo~ !,-""'t rnnt:'rrlr~(lTl,l' 1n tn . ..J 1
rnnnth!'l, . nn'rng'in~ nhollt 2:! Jl.iOuih!i frolUthe time, DOEr,ecell"('d'n fot'mal
iWfi~Jnn. '... " .....' " ...'..... .. .•... . '

We tound the reason.s tor tl)e delsyslt\msklllll' determlnnUilhB varied from.
C1l.OO to <soo. In tbree e.se. thed.lays Wereattribntable to DOE.

For nonprofit edu<atlonal Instltutfons with te<hoology traoster piogTams aod
c&voblllties that have been aVllroved by DOB, tbe Department iIlso generally
g~_8:~tslD~l!ldu!i1 w:ai~er8wbell,1t-<loe8:~dtcolltln\Je: funding dcv,elvpmentaf,ter
an invention is Identified. . .

HO:B':3-'_tle~ltilpn ,au'" e<\<;hw:aiv~r request 18'8UPPQ~ted-bya ··~tn.teme£}t_,o~ Con,.
~ldern:tlo[1s-,~' ,_~hlc4 13pel!s- ,O!1t _U~,e: renfWna'''fQr. ~ittm:l"- ,grn?Un,~..or- d,ulyins, ,tbe
"~nJyer.--li:ach,"statellleut: Cites -~ t __ lcustoD~, o1JJ~.ttl ve,ahd:t~e ,speCIfic criteria I1lJl:'n.,
ttn.t'~ lJX,~he l~:gi!)h,lti{Jp, --arld,'.e:x:!}lU"iDs'"lhe' ,llfiSis'{9r: ,-the, recQ.rnme~d~U __-_d.~_terml~Hl"
tior~.,All,~ar\·~rdet.er,nliru,l'Hoi1surC'-coormnated ,'With 'Uod· concurred,. :io bytbe
appropriate· program <I1vlslon. .

~~sn,iUrtoN·Ai,:'PAT:E:r{T,AaREEMEN:T8
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One <:'I"" lnv~hed a vortex !:as liquid heat exch'itn!:er deyeloped hy an ein­
p!oyee of- Sandia Laboratories. The inventor filed a waiver'petltlon In February
1976. In June 1976. the Division of UlIltary Applieatlons Inforn\ed tbe Genera!
COlinaers oillee at l1eadquarterss that the Invention Was nol a suhJect Invention
eoneelv",! wlth DOE fundln!: and that neither the Department nor Sandia plnn­
~~~.-f?·rl~rtlu~r::-de\"·elop'(l1"_~irtmerC.iali7.eit._-J)()E;_.:b,owev,er;-£lId-net ,notify tbe"ll)"
Tentof,untll lllni(jst:tl',1'oy~n:rlJ)ate~.lnFehrtlll,r~~',97$~tl:i'nl'lt, ,,"9U~,{t~'s~ert'110
-rf~hts -i~ltI~e-lri\'_~~_~~on• .l?()B" person-npl,',altrihut~<l,_Uie' -deli"!s, _to.nn: lI(llJlini,!lt~a..
tlve oversl!:ht esnsed by the pre"" of other imslness. 'they aiso pointed out that
the illwn'tor did not pre,,"ure DOE to resolve the ease. ,

I II' :J tl'~fll(.'r::!:osC'c,,'. ~('x ,lSI! ~_~_I_nIUI~-")t~. ~-H.f"~- i II,n'n! t·iI:: fl, ,r'~fl~()-r:inl'r()rf:fI.1:t.rn-h~·~rp:­
tlon surface panel. and petitioned for a waiver In September 1975. In Xovemher
1n7~;. __ : T';5.:·_:_},h~l,i:I"~·P.lli.!,i'~·l"_ ,,~:'~j(",:l~!n, II.al Pl1f:'.?lti.!f"(',_ 'P)'j'l,r!,IH:"U1fl"(I:,:tn fllf1',' CPll!'tnl
~0tll1sers'.(lf!iceJbnt,,:lwniver.ber!r:lnte(~~Th~':Chien,g()offic.e,b~lleredJhllt'fi'Y:'Li~e.r
w·()\l.l4 :rJlfike t.l.t~:'i-n~~~nU01l: 'uV:l~-lnble ,to -_~hpYlil)l:ie'jl1:.tllo::sllorfesttime11.~1~:_~01'11d
~1!=)9 'prOfi1f\t,e the, ct:tIJlm~rsiJll :11tHi7..tltion of th(\'lny(>,lltl~t:!.,:p-oWl?r~r. ,the,'~aJv(\I'
''Yn~n~t~:ranted:,\liIUlF~llrua:rylor~._b.r_41' months ftJt~rJtynq,he(mre(ll1estetJ. A
E:,i~i.flfn1it, p()'rrion. of the '?,elfQ"lVn~,llt:tr~hl1t~,J to ()btni ,rt,n~. th~ 'J~rogr{l:~omce'g
tJ;.sse~fim~nt 'Qf DO,l<~'fJ P-IflllSfQ~'furtber:-fundi n:~ tlnd"con~.urr:f!,nct!,in-Jhe ,wtllv~r.
If',:~~i~,:~&,~t·I"!I_,I,,,:.:.tfll' S"l~':./III-'~!lllJ,~(;:_.~~~i*f:.T,>:i""{'7'd:~",',~n..

qu,est~: _~ .w~i\er __ In '~o~e,~t;er'l!176 tonffiRt·.trfl-nsi:en t.::dl~iti1~r"cl~~l-('e.ll('~~1 ' '
~)r,:t1,n:~tnrlo)".ee .at. the .·~tanford,I-!I,~e:t,r~~cr.('lprnt~r·..~f'ntp.l\ Tn It~,~·tltt'1tl •..~tnrl'"
'f()rd ,cls:thn('dJ~nttbe.~.~¥fc,? \Vn'~ not'fl;~nl)j~t.1nY~,ntton.r.rp,e"r'l1.lTpr~lt:r(llf)W~Yf'r~
~n',d .~ot ,,;i>reyloll~lr,.lnfornled P9E ,~f: this in Its· jQ~':f'n tion :',o1'J:;clrs~u,rp",fl'po~,.t.ltl"
re5po~i~~ .ttl' .11 pC>'pn-rt.rn.~nt.'.l~qlirry •... ,St.:ll1for(} ..ndyt~~',in .,'.A·f!tl1,;tnT7.:tll:3·t: .I~
~nn~()(':-,fiJl'l. d,qIl1('~Hc. Jlud for('I~n.·.ii,.~l~ t~,to' th p~llyen~Ipnhnt~'h~n(Jt:f,l,u-J:"e,,:w~()t1)'~~
11lin,lZ,litI-teT1tfiJlplica~iQn s ',,"()Uld 1.~~Qtlom lean~ JHstlne(lDlll"Jn~Jb,~·'f;llole'):nrn.t~l',
llO+~'!,: ("';llHqy:tl-i::t .1Ia f~"Ht,nl[j''-~j' rl',(·;lln,i..'l'l1.kl1lo it~. nfl!l~r:1J·:(·r,n'Il~~r~llili~j~'ili:lt
tbfl Wfti'~f'r-,H,,:?r,:lFIf',l_ "rho. "!fi'.'~ ,nnf~jl t'h~ t thf>jlJ.V'(>Il'ti-~n:.'t'l':l,~hrini"J;ll~Ti.f'nt'Nl
andt~~ted .·for,:Pofeu,ti:nl.u~}u .. the Hepnrtmeot's \Venl){mste~tlng,.PI'o'gfnJ1l11:~;de,r
a rontract with EG&G. Inc.. at n DOB-owned. contrnetor operated facility. EG&G,
1l9~ry .....r':?'7nsrt0.t.d~,"('l()fJi:nA", t he,d'eyJ~e, to thppotn t.ot cornm.~rd:1lnJ1I?H~lltI()n
n:nd· ~lg::l1Dr pl;'I:ntn·('qmmer('In;~lvmnnl1fncture t he<d~'·i<'f!~::. . .. ""'. ,,'

tn::'A:U'~.tl~t,ln7.8~ pOg,inforrrlcd'Stnnford th~tlts.r.efP~fl:{to~le. nrint~nt.'a.~
,plIcntt~n On :H1e fnvpntl,on,nntn n Her th~ ~:lI~f'rdf)~~rmlnnti(ln.cou}(lt),e~I('.t\·M
n~n .lnrk .. or in!<,nt t(). 'COlntn~rci~r1i~e,. DOE sllhseq-u~ntly~('nled.thf__'w,nfy'er ~lth..
out prejudice on Jnnuary 3. 1079. on tbe bnsls that It wa, still fundln" tbe In­
\-{'tlI ~olY, (',:~,".!'. l","")l:",l";!ll'l:krl: ,.1 h-~I' ·\1"1 11 i Il,Z f ·'·'·llrl,,·t1",l,lt1j ;~(':f~~: ~Hr :' t'~n Hl~Ilth

p~ri(lq (()('tnh~r ln77tht"()nc:h~lllh'lr'i~). n 11 0. t1\(' 111w'llt,ion w:1s.l\p,ln:r clf'vplnrw-ft
J.y FG&C:l~T~f'l:" tl'1P to th,pjnw'!1tnr·~ptT()rt,~.Oycr ~;j months('lnp~('dh('tw(>('n

Stanford's request for w~ivernndDOE'sdenlnl.
'rh~':-:"i~nHll . (':,:,y' j,Jf>lltirP<1 . hv thp z..;l1h(·nplmiH~ for,onr 'r(>'I;"ip,," :in~~!v(>~

['llr,lnf> __ rIlIVf'Tj.:ity~Pnr<lnp r(>flm'~tNl n nonin'r, OIl 'B('pt(>ml,\pr~n, 1D77. to fin

fn"entlonnUH"(> 11lHl{\:r~ nOF;cont'r:l('t find 11 Xft tionnIS:r'i{'11cP FOllnll:l tion (X~F)
gr:flllt., TIll' hl\,Pl1tlon .("'Ill~if4Nl ofa l-:.f,tE'f'tiYl".sob"pnt eXfrndion' ,PfO("(>!-'S ntili?..;
in:? N"Hlllo!-:j'(, m:1I"'rifll~_ . ... . _." . .. .... ...

In O<otohprJo77. nnw CIH"J11irnl pxprN~!"p(l ('(lIJlnlf'rC'i:ll intf'f(l",tln tllP ~oh'f'nt
1\1\'oh'('d,lnth" l)nl('(>s~. Tnnlf'ttf'r to thE' irn;f'ntnr 'in . .Tnl1unr:v 1!l7,Q, "Dow
fPnfljr!l1("lod l,t~ Intf'rp~tj-n thp~()ln"lt tN'hnoJozy. .'mt "tnf(>cl thnt It .'WouJrlprpfpf
to wfllt until it-lwd n ('If'nr('r dt·tlnltion of Ow P:1tPllt sltl1f1tionfrnql nOF.:IU<!
X~F "-t,rnrf>lll';..rirlHin:.r 'work. PHfllut' dift Hot inform no'f.~ of now's inh'rN;t In
thr sol,\'E'nt.

Tn .lnmlnr~~l!li:~. nOB:'~f'hi(,fl~(i pnfpnf offi('{' rN~omm("flflf'(1, t(j fhr>C':fltlprnl
('"flllhOO::f>l's nflic'p .. th:lt thp \Yll Iv(>rl,.,.. ~rant(>d, HOWPV('T;1tl,Fpbrnnr;\" .tn7R ' the
Di\"'lJ;iDn f1f$n1ar: Tt:<'~J1nlog'.Y, nhjwt('{l h(>("l1u~e the- D.ivi:-:ionhnd nwnrded purdue
a np.\Y'$:.!"..'!O;f)()(l~nt1trrs~·-t to rl1fthf'rfl{,\~p.fnpthphl\·Prltlnn~, . ".... ... ... '

. Xf;.f". rplpnR~ti Its·, hlt~rP~t,~ ,.hl}hl' Ill\~(>nti,on,.to H0:f. .tnA,pril lniR Cnn~r('~~
JTiHn Pit-hlan or lUlli:lHll ·lnf~rm.Pfl::nf)l.~ln'April In'j,~ ,?f thp"f;tntp of. TnfHllll:1~R
Jntl"rest In', thp-. ton'otin!r 'nnrl-11t1:Ml thnt, i'f~p. \\;nh::1"'r hrl!·fll:nt~f1, '~\I~I1. ,lnApril
l!li"\nntnillnJ1nllf1~ flrml,:nformf?il nO}.~thnt,It~ntl,Jndl('1lt~lt()Ptudnl? thn t
It<won1dconHlllt. $.·U~ mUliOTlfn bUlle} nplnnt ,.in rm'iv(>'t~e --('ornnlrttlnl, i'{'ll~i­
hilHy.·oJ, HIf',itlV,I~rthm,..\N~.f\l'flhll!·tn Cnn~rp.<;'lo:l·,n'.l: Fith.lan. thi's firm'hntl uho
Ilpp~if'·et·fnr.n.rpnprn U:v ,Jn111,t'1l:ntp,f';dlo11n'for tht ~'pnipo!':{';

In ,Junp ~n7~..("'onl!J"(>~~m~n,Fithi'nnftlfor.rn~rll)nB,thR't.Jh,eRtnt~.ofTnclinna
\\ouJd 1~18ke$,750;OOO 8vatlnhle to Pu-rdue on JtIIS,I, 1D78, to-'lJursue·s('aled~up

BEST COpy AVAILABLE
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~""nrell on th" Invention. On J"nl~ 24, 1978. or 10 "months Btter Pnrdue. peii."
tioned, DOE gninled Ihe wah'" conJingent upon ih" Slale of Indiana granting
~,he.':_$j'::;ro;Qt~",l)u,r~-tie:, nC:i::~'Ptt'<l_ t.tie: t::er[l]-~f(j~: lh~,~'nh~:4?'r¢JlAuJtnsb 21:,10;7.8. ,D:O:w
Che'al""1 had Informed Purdue on AUJ:Ust 11, 1978, thnt It was no long"r Inler­
:;~f)l¢d'i«-lil?_en~ln,~9H~'Hol\'entt~~~{ll()gy._, ",.,

. Jj"la~'s oil the remaining 9 cn""s were attri!>ul"l! as foHows: ,
_}~(~r:,',;'Cl' R~~,~;" a fti'r' ',~>(I~)f-~RJiil~,f~:,h·e:n(~_the "I,H'" J-t.iont.r,:-(: flphtrJ,i-ftro - tinsolJdte:ct

Ilr/lpo..~ls to 001, for funding 10 further develop til" Inventions.
1~l'2., ca$e8,the'1)f>"tiuonen;flli:l~I,to,p~()\"ide,,tb-e:'req~J11·~~:-tpJormatlQ~;,
Iu " ease Ih"re were prohleins In gelling Ihe Departm"nt of Defense to \lit

rt"~~'rN\~' _~)~~J~·r· iUlli(,~u>(I'hY::~N" '~(l\·y_pn ,t~I(~-lY.ltf'll~:'~ppJi(?n-tlon.
. ,'lnjl'nf)tP:~rca~,the, ,in'·~11t9r-"fi1He(l,to.'_p,htnib, i:nv~.ntio_n",re l,~a se:!rOPl' hl,g,eril"-;
IJlo~·er. file a eompl"I" volidon; and notify DOE of ehang" of address.

tICF_~81~O

'Iip-rj'(I.tws,~lot,8ClE.l",pty,p~nmote',ll('en~i~p:-ot itR''''~h2,44 dOIJ1~sncpalehtB'l\ufi'
Ptlt'ent ~,ppl-icntl(}ns; ,As ..of. )t.~,~fh::,31< 10tO,43,j",or'llbout 11 I*I'~l;1t,of, its in,\'ell·
1.i()nso: hIld '1~~~tfU('t'tl~e<:" ,_TtH~',',p~ffitrtrn~nt:tfn.a:l~s11('-(1 J ~~11~o:n(~:x:c1t)J,.(v_e: and. 2·
eX(tltl~i:n~,UCt>nse,R.~·un~~,'DQ~;'dOp.S,l1ot.r{)ll~n:w..:.l.lP wlt~jt~_' 'ic~lls~~, ,Jh\?,])~Plltt:­
.l:n:el~~',. (llws:', -D'ot,kDov~"boW' 1Dll'Dy.o(',l~ '·inventions ',' n·re,;.beIIlg'd~\·elo~ ',a~d'

llln:'rk~tl'iI.-':: ' "":,:'' ..,'., ,-,' ":., ,::':":,,, ";""':<""":"" ,:,,_, ,,:'

};:t!rf~I,~n,pHtent'B~pUtl}ti~n:\4:,lr~'filetl,,-h,Y~/PP~"O!1 ,le~s:t~fl,n,20',per~!1t,ot Its
~lo.ul'e~t(·"pntentR. ~li~,:Dep~r.tmen.t~u\lrltninR.;,.~PflP~~fmntelr.:2;tl?Q'f-or~i~n:'_'pnt'­
·t>ilts,()O':nlH:)ut'!"JO(),otJ ts. iJl.\,;(>nHODS. 'l~::,\'~ I~J..d,nr,:. ~f" r,:J{}.78:.,rJO'I·;~s~o ralti~~ftont

'f!J,ro'~~·'~';',li('('ns.~s,'On eigl~t lo\'"ntio',llS.< totaled abo._ut */:1'-..;0001':",:Dom",liC:"l'al:ents are:, '.
heeused royalty-f"",. ."

~,. ." .. .' "MARcH:'z'N.Rli:Hlt~' "..•" ,,,';

The ;:';onnue1ear Ener~y R!<D Act s~lfies th" minimum ri~hts 'FlOE must
, acilui.rp.· ;~I~df.·:t. pach:w.n.tv~r ... 'I ~le~e.iIi('lud~ll1(>..f~I,lowj-nK, ':m'nreb~_tp:, riJ:hts':

The ,rl~ht.to requirethe,t'ontract~_rtQ licen~~.others', nt'r~'a$f}nllble'r~YRlties '
if the hl"'~flti()n is require<1-for;1JJo;e,hy ,G9~·~~D~;ueIl,t:regltla.tioI11oJ; is n~S"e:;~

sur~?to fultlll,bealth. safetY'•.or.ener~~· neL~'~:"""';''''i~",'' .. ""'.,,',: ...........• ' ":'
The rij{h( tflt{'rr,ulnate tqe "':liver iu:whole"or, In, pfirt If,the (?f)·ntr'nctOr.ls,

n(Jt.l~lk:in-g .f'fl'ective step~. ll~e~~'rY 1.0 ,c0Ul.mereiaUze ·the invention. or·,wlll
Jlot,tllke,~l1chsten.s,within;at;"{'3sonab,le:,thne:,nn<1...... ..... ."",'-

T.Il,e,rl~ht to requhe ll'ccnf:i Tl~n.tJ;'e:lso,ntlJ)l~::~()y:I1JUe~;,rr :~o ter,min;'\tet~e
,,·.n'.h~er'l.n. whol~ or ,in pnrt';'f it lsshqWna~J.llH.1,1JltcheilJ,'ingheld1.years
after the gruntof,a w,ah'erlh~t,tbewniv('rh~u,fended 'to violate lheant-i"
trH~t 1a\\':-:, or tl-lef·olltrrtc·tn:r has not tnken, nnd iSllot expected to take.
fl-n\>{'tiY{,~f('nSto ("omuwr/·inHu· nl{'-inn'nHon~

DOE's nliclffirnCU\'ilies nrealso '(,~l"('red he(~tlnse~;hnilarpr.ovlsiorisarea. basie
part of the.,Pre",identinl )lem{)r~-n~hunnnl~ Stateru~nt of'GoYcrnment Patent
Poly(·:Yll,I:ld·th~FeueralPro(·llr(>In~lltltpI;Ul:1tioIl$., ,",' , , ' ,-

})OE's,' rf>~ttlati(msstilmlJlte that th~, nornlal.,ex~n·j.slnqof. ,Its, mnr("b·l~.rl~ht$
re(luir~s the li('el1~in~ of others ,ratber, thnn tern~inatil,l,gthewaiYf'r', C()ntra("tor~
hl! \'f' JUnin t nin e(} that tbe pns:",ih~ 11t~\"" of DOE fermi,un Un~ thewai\'ercl{'r\'e.s, fiS a
deterrE'nt for ,lnY('stin~ riskcapltnl in commerdnlizntlon. DOEb('1i(>\"es.how~
ever,thnt if the contrnctor isirn"pst-ing- nlOneyin,the ~c\'elopmE'nto,f the Inven~

tion, it should feel assured tl)atth,e. wairer c~nr}ot .00. terIlliuat~d','Ullless ther~. is
n Yin1a,! iOllof Ihl' :lllf i I n::O:I]:I,,,·.... lu I E "':,I i.t,lt h~lt. OYl~I·':l)1,. it ~t~Hlltr:i(·til~·~·I'n'.:I.•,·Il',t
fonndmnr('h~inrIJ{htsrE:'tnin(>-d. b,V: the Gm·ernmentpur.ti!:'llInrlv obj('C'Uo,n:tJ.)lennd
d~(l'J:lrt'd th~tthe~e provisions are, Dot a ~rious impedi-mentto the:Qepar.tinent's
contr:l(·tin~fl1m'tion.

If
J)O}~ snldtlwt Jnnrd\~lllrr~,l1t-$to,PfoteCt the pU1Jlie;,s "9-terestwe-re del;'e1orro

,to t~lke (':l,re ·o,f arid Hdl,lr~>~~ :th<,,- .1'1Ih·lltlK)lil·:-·if:su~·s- Of. cQntrnl'tP'r,,'ilulf:lIlJlrOIHs•
. "'Hpprf'ssi~nfrorn. ~rnntin!rN,j,trfll't-(lrS ri1tht)Olto"Jn,:pntI(I-'l~rTlw,npril1tt-nH'nt

llE'li{'v{'s thnt-lJli1,rch~il1. r~~hts., :::Ul1:ou~h avnl~able:to 'the~o\-e-Frfm~nt',(otl:norE! .
t h n,n,lo~enrs.~.Jnve not h(;'(!nut-ili~e-4'he(·uusesu('bprolJIerusure,f1fl1sionary and
nut1~('tllHL If ,111;111 ~\'IU'n .1I~1!ut i\"e ·t'tT{~d':-: rt';'liit . fr~,lliln !-J.()wln~ ,il· ("('tltrH('tnr' t.o
rptrtintltll>, to.fin in\f'lItinn.ofr-,0mnwreilll in~po.rflln(~p~,.mar<'h~fnriA:htsnre fht"re .
to aduresstht"m. Otberwh;e.nOEhelieves·tlw:-' willnen.·~ bel1se-d.

BEST COpy AVAilf1.BlE
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E6trCATI6,~.",:~,~Jj' :WEt~~Aa~ PATt~~"-#OLlCiE8:' 'AS"D
:i'ROCEDl;BES . .

Dt~~Jd;lf'E~: ""0,); '}I~itlt:,

On April ll, 1053, the Federal SecurJty A~ency and other related aJ:enciea
v;·l?~,e "~l1fffili,(]nte:d i~t?the J)e]mrtJi1f>ntof "lIenlt~._ F..ductttion,_ , n'nd ·\Ve.JfllTe
omW). The patent reJ:ulations or the Yederal Security A~ellcy served as the
JU()(leF ff)r: HiJ~': D~'paFtrru?llt'K,<f;'Xif:tlIlgr~_gulatiOJrg'(4;'jC.,~"'.·,~ '1'~rtg~8).,Alt.hotl~h

.lb,~ __ ,D('bl1rt_nlenrfr·t.e;~lfl:~_19IVi ,Jl,En-e _' _llee-H,refJ~', to, JJ"lcorportl~,e':the olljectivNf
~'.f,:tlle:pry.s.id_en#a:t:-:\lernotUJldum- IIp,4· Stat('nl~ntuf:G:o\"ern~fn~t pnt~ritPolj(·.v
:im(L,:ot,~er-~rr~far:p'ro~is!oIJs: :~,{f~tillg_' IlB'V;,. ,the)·egUlntior~,11a.ve:not :_cha~J;t'd
l'hl'losophlclilly rr,ull their early yea". . .

In gi'iii'rnJ, HEW's regulations prodde discretion to the Asslstnnt Secretary
(or Ueo,lUf to,;,(~.-J ,~te:rtpit'lll_t':O!~llIll'~llUon',-.(\~·h~,(her ,(n·~ot,t(}~'prpfit),' -to, retll"in
rlgtts, -t,o:hl\':eiltion$ tden~,It~~{l:durJ,JlJ~ th,,: -~'~"f~,rnlnnce_ ,o:f:.eJt1ler" HB'V _~r,rints
or: c,~Iltrn('ts-_:, (~J:e-ilter )ntQ'un', InstHt'It'-()nal' ~)ntfJlit,J\g'r~nA~nt"H:P~\J,~;,thn
noilnrofit:ft~~nnf.zut 10Il ,Wrw~(> pAtent .JWILr.:.iesarf' 'coIl~i!:'tf,'nt ,W,i t~iH~1X::~:.l.'~m_s 'il)1.ll
thepUIl~,i<;'~" hltel"e~L,,:AnJP AnrO\"iQfYs tl:!e, :orgallizntion·, tlrstoptiO'D .,l.?future
·'lm;{'nt'iuJl.S nmup nn~erlI:E,'"grnn,ls.:_' " ,,:: .:'. ,'" ,_,'"

In',:,J~~'l tbe:' D~pnrlmJ~·n.rwr_¢~,ulathw~-,~ere(l~nend~d, t~,,' pertrIi,t-f1,c)t~~~rcl:al
(>~JH~rJIS_-t()':re~,nin',·the: .fir~t opt ion, to., fllturi", ,In\·e.lltl:nns,,w.J,I(>~''-{:?,n(~lw~ln~:,(!nn(·I.r
l·hPrn'Ot,liertipYdr~J~·];es~n'rrh -:1J:hd¢r' ln~,\V" ctmt.rncf'!:'l; '. T~:ls:~:tep'~~aH ll~df'.dto.'-.lWl p
t'll~l,lre't.~¢;'J~::trtlcipIltlon, f)f '. the ,hest" q'1n1l11cit''pl~nrriw~riUgtl-jJr~n~:I;·~nlJo)·..,jnc:
ind'~('n:tl~m'S tbflttJl~ hJ,<ltistiy, W,ollJ~,not Wl~~iclP4te:wi;~hout,'~lJCll,~·n;,,~:IJlelW~,~nt,
·J;hls:,(\~:e(';pli:on.~':bn\~~.~~:e:r., lrft~: .!let'udeni("(1 'to .'.new~r'(lr9~,(,~~:\~e.lpPt.n~nt; ,JlroJi:r~r,r,l;.t
loll ,llle",~~:.tio~Ull:, :ln~t1~ut~~t ::p'rug A.bUse ,8 nd ,lb~',',:S:ilH?IUlf .I:ristl~u.te::-ot· :CllUd
JIt>n1th';:tJnd:::,lIilin~il. ·.J)~\·e~:o.,i:lrne,J~, t. ,A(,'(~o r~,iJI~ ,tV:: ',' U"ay•. ) 9{)11~,t r:)~, 'llurJ.i~.jphriHH
hns'l;Hte,n~()it.fi.t·utt::t()obtaju ,hecau5e:.of the Ilj,~ti-tut.c~· iiu\:.biUl3y t6gua'ra:iI~f'.e,;.rigl1td

t~),fll~:Urf!,:-!n:\'.f:ln~Y)Q:R.;, ; ,> " :', ' .' '" ,""" .."'> ,,'. ",'. ',.",
TlH~' ;;,pe~'lrtm~'n'r~,"r~~tllnti-f)n~:nlso:,pRrnl1el~lnd ,in(~()tPP'ra,te:'b~v\'t.~ffe.~ence

,:;E,,'~-c,rqye'';.·)r(1~r,'lt~~;". :\~~hi<'h, ,~nVE'rIlS 'il.lIq j l1t jOll.. Q~ .. ~;Q\·{~,rl1meu t'em.p~h.yt·e,i Il~
Yi?1l~JOUK; ~)i~p0!i~tim~::of' !'I;Jhstant i'aUr,,'nn ,UE\V empt()~\',~'.invpotions "r~~$li.lts:,i n
G~\·{Irnmetlt'o\\~n€,r~.hi:I?,~' 'rhefE'- in V~1.1Jions('Opl Pr~iffl,a m,ajor portion of. the: IJepurt~
tuel1t'sllateu,t,pOl!.tfvIip-,uud,;:,are n\.ulInlJle,!0',[ Iicenslng. '. '

OAOREPORT ,ON 'nEW PATE:q'T 'PRACTICES

.Alon~pe:l'lod:o,f I-lE'V iui'r~.rtaIntyovertbedfs,cret,il!uary 'llIlooatlori. to ,th.e
Inno\'at~ng ,ur~anizptionofIriyentfon,s resuldn g fr()II} ',Depart1l1en,t :,fund,edgrants
~ntl.co~triH:~ts>wns.brou~htto,a.clos~. by: 'GAO~sr~Port tp the.Qollgfe-sS. "Prohlem
Ar~ft,s Aff~ti,~~~ t:'sefulness, of ,Rt>sults of G:o\'ernment,SponsoredResearch, in"
JIedidnnl,Chemislry", AiJg'u~,tJ4. 1-008.

G~-\O report~lthatHE\V's :practice ofretn In.1ng t:ille4n.the-cGove:rf)mentfor
in.\"e~ti(}ns resulting froUl, resen["el1 in, m('dicinlllchemis.t.rywa~,:1Jlo,t.:'k~n~de\"elop~
ment otthe~in\"entionS,luHl('OOp.('rnti\~e etrQr(s bet\\"een ,tb.e:,WJ,i\~.er::-1ity,nnrl
cotnUle:f;ci"l:lsector~.GAOfound thnt hundreds of n~wcoDlpounds:deycloj>ed at
t~lJh-(,I~jt~~lil)Jlnntorie~hnd, nllt lIt't>f) te~... t~ ..1:lHl!2"'rE"t'nt>(i h~\" thp Jlhn-r~Hllf'eHti,('al
imlustr.v l~uuse.~he~e Jllnnnfactnrers were unwBlln~ to llnrlertnke th~exper:tse

with()nts?ln("',IWls~lhillt,."ofnhtninin~on n tiUlel,\'bllsis,ex(']nsi'\"erl~hts tofnrl!:lE'r
de\"elopm~nt. GAOc;rltleIzed I~E'V for itsfnilur~ tou.~e the dls~retion nerII1it(e'l
Jl)' itsrp~nJatlous in ci~:h('r entering into Il;.-\s or I~~aki,ng timely ueterminations
011 rC"~I1H· ... tsJor 1,:'1':' ali-i ri~Jlts:l'fh':I' itlI'Htilij·atinn.nf hn·t.-ntinlls~, ' . , " f' '\'"

Itl reslK,lllSP, the D"llartillellt r<'illS."ol('11 lIs' 11'..\ prO,,~Nt. Ill. rp.,:t',!-:"III1{ .onll sto, n'l- J!'. ~\,
nrdlzi,nf{ JtB n~r('{~ment toeruHJre' unUm"m trentraentofinst1tutlon-~.In§Emtem- ': . "\,.
lwr 1!)7!) the Ft'dernl Couneil for 8cieri® nnd Te('hnolo~:yendor}:Nln,'mndHlf'd i

IIEW"IPA J)Tfl.l!'rllm for .fH~'!'rf'tionary n~e hy nil ExecuHve Brnneh R&D flt!'('nCL'itl'S '
nnd a.Tnt.v H178 feoernIPro(,uJ'(>ll)pnt Hf'~l1lr..tfonpro\"idf>d~llhl:tn(,p:oD'lPAm:e.
A~ofnp('emlll' •. lfi7$ ,the !lC"pn rtmPl1 t had hnph~ment(>11J·PA~with'7:1'fns:titl1ti.ons.

In' ,Ul74 'llJo~'Y ~'.lr\'(·rpd ,iI'ldh·idl1111,fl('tJtioniD'~.lnstituti~n~'nn,d. in~:tlt1i'tion;s
,vlt-h lPA!{ whI('h,,'l1Rd.·()htn'lnE'~l 'In'('ut-er. right~ to.ln~'£!lltion~,lnUre __t1€'r~Ornln,ncp
ofIJ.F;'r~f'lnd{'d, r~~pnreh:,~lnce ,the '(r-:.\O r~l)Orl" 7'qe,: In~rl.tntlOtlS ;reJ'rOrtP(l.th:"lt
7R" f~I·,ll,lSi\',,·. ,nIJ~l 44" n()nf'-x('lll~I-\"C'" ,li('l'11l'W~ hncl.:lw·pn,. IH~7ntint('{1 tlnd,(>.. pntP~lts

~.n.rl ,-ft nnH~ntioiHI ,flied on :l~l In-vr~ntlon~.·nF.'':~.(>~tltnn,t(>(l thn t th~-ll~nt;;(',f?"l'l
commlttl!11 ·l1llproxlmately $65 mlllion or prlmte risk capital to develop these
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~ Inv"litlons. Bv 'the "nd of fiscal year If17a the nnmber of HEW-funded in~entl~Ds
heHt~)y~:tl,!1tit~1.tlo'ns·lladi~~t~,il~~I:l:tP:517~,:. ,,:' : .' " :,',: '" :.:: >::,' ': _.,'_ -_,',,:,:-.' "

~l~li~_'JnHUtllpoll~_ aJso:re?or,t~d:. h()~'e-~~l"f" th'~~ lpe. TighJs'tQ'._ over:,_()()',perc~nt
of,_t:he'ij,lr~hti;n!~~tl~e.v,ret ;lrIle,d'_~_lin;d (lot ~WI,>,ll liCfI1~('(l.nnil mtl", ,,,TI,eYf>r_ I),e_,l,ideil~~l.
'1·l~u!;.",tli~', '~f>_ten~ton,of, ri ~ht~q" hr,inst:itutioDs (Ioe$ 'notguaran~ee'th8 t ..t~e JIl~~'I1;'_
ti9'-i~\\,III:::1W_deve'lop~dn:t't~1'lru~·rl{~t~.:_ ,_ "-", " ,,_.' ,", _'" ',_ ' ',_',',_ .'" :'",: "," ,:,-

l'7piJ.o\vhHf.,:-fh~G ~\O: ·rei)or~., thePepar~rnent's",re:gUlfltiQn,!Ij,_ ..~~t,e,'npl~n4'fi~ -':to
:' p~f"!,\'i,<le ,fnr, ,excl~Isiy.e 1i,.Cf'nsi~~.:·:~$'~fJ)~e~l)erJ ~7~. J!),_E!x~lh~iye,:,:in(i:,,?O "llon~'
~.~c·ltJN~··e- 1iC:Cii~ti~::hftcl hr:('n,~rnn tN1, -I'II-,;"~'g :,Pnte~tIll"fl'~'~ll -snhlthil:t., ~,~t~ou~h:l t
l:nHI,'<J~}ne,"ltR'IIP!-J;t :tn li'C'erl ~~ ,th~"nenf~:-:tlneJl~,'~ "pp t.e{ltpo'rtfplio, _,' it."hn~'not heellj'n,ll1~ t~ (l\lJlll·~·n.t~',tll:e-~ t£'('h"I'Olo""Y,:" t~nllf;rer necom" pll~heJl by p)~:ll,n:i,v.e_r~,Jti:e•• ":S,,l)~
('('~~f111 tN'hl101n~' trnn,f<frr,. t~l~'Hrnnnll,f;ai{l;;I~ef~ulres the ,pre.~f>nce:.nnijeo()~:ra... "
finn.of the'illYCntoT"nnd/nr tn,~entin'~'O~nniz,lltionfi-g 'a:n-ad'\"oeate,of, its iri'tention
or thepol-;sil)iJl~Y'ofclicensi ng. 'S, ~ven'll·d~C'J;ea~E'(l. ;

C....:SE'STlTDIE$

".p' r~~·~,~t\·Nl:',fi,'~P ,C"l~r':-: nft~(' 'iNnll)~tnffJ\e ,,~(~ntl te "~11hCOInrri j t'tp~'An"tJi(o:C,!"n­
~ti~ut ij)l.l. ,91l;~':'" ~,'fl w.iIH'(l·.JIB\~::'~:,li"c~a~lH.~··OfR ,~,nlflll hn~i-Ilf:'~sfii:'m.The'othel' fCJlir
c:r~~::;, (,~llt'~~IJC(l iJltH vidual-wi\. iyel":; to nql1'IlrQfitjrh.tifnHems, -

LI,CEXRISG CASE

X,I..nor'i(":lIl.':'~('i('nr.~ .. :1;11,(l,.r;;t.~!."iI).(i~ri:n~ .-.(.AR~·t~ l.'-. n~nl::}.l.l. bt,lSil)~'~~ ::fir~~p,f't'I'tt~nNt'
TiJ.~'\Yj nH"nt{,J1lh~r, ·l!)';"r"fnr ,nu pxOu"i"e IiCCll~e.to itselr('~e:l1rrl)t ;,t.omo.~;T,ophy'
(f\Vr).....;:('tt 11}1(',~·!-\,~gtf~nl·".:In(l:.l'~!"~il1r('[}.(",,::hlp" ,:hfind) il1.trJ)1(,f'll:\r.!fl1).~-.In. XO\7Q111'I,r~r
lfl'it} the,.X:l ti.('nnl J~anc{'r.. l~l~ti tute'(}\cIl':·,WhI('h.haJlfll,n{l~~ thQ:pr?,i~r.t ~ f~~~or~~
j~,sll:ia('¢nt':l: .. n~i:l~:';{:Jll;,ty~·, ,lk<'Hse, to. J\~fd'J~'I.n. 1)(,C('lJlher"XCl'.r~ue~t(>.d.:thnt
;In,,(>·~;d:H.ii~~~': li(;('WH,' he J~r~.ntP'(l. 'This'T(>q pe.io>t'fr'JllOWf'{l,.~"-11,(>eti1i;::,11et,~·een':tl!,~
IIE \r:'~':lt:C~,~,~ :rlrn.u(.}). :0'CI.,nnd ~\ ~&Boffi.cf:1,I~. \'"IIerp .the,COnllXlnY-,,~nt,(>rt:le<1"Nlnt
tifP'ir:'n~\V.+~:pc: .. (~ ST,Sr"ln~H~r (~0l11d nrt,l)t:~,· (-'''1sily· ;l-lHl .. rllf'nTlly:,n'.~.~-l'lt~Jl: ·:t\YJ),~h~~~
m.f'lpl.f~ptl:lr('.tl"~.Also:, ,in ,pe~mh('r, A~&E,peUtion~(l.·H~'Y ··for:"forej-~n·"p:lt('n-t
ri~Nf:;".whkll the·· '\~Ri,~t:mt, ~ef'rf'tnry. Jor n~alth ... g>Tnnted,in ,~1n·Tll1ft.ry .. 1~71;

hi.an: iJlt~,f:JJry:l,lrwr.nor:lmh(mdnjY~d Fehruft-,ry. ·1977•... t~,e .Xat~(}naI.:' 111~;tiljlff":"of
:Kf,'l1 fill f?~l'(::ll .anti 't~olil1Hllnkn t'iye I)i~()nler~.~ln(l~Jrok€'.fllle~tior~~~l"Hle 'p,fDp{}!"P<l
1:-;Sll:1 n;'(" of an e'~('lll:-:i,-,"elil~Pl)Se to Afot&r'~h('('aU::Qo nnnther 'compa,nY)H1.d..dc,,:<,10p,e(l
nshidl:1rm..:-:tCJil. ·The.0filre of: the A,~~ir..t:1nt Bfl.erptnrY ,Jor: l:IPtllf,ll, "hll\)f:-~",er;
fol1l'wlng. therN'0mm.en(1nHon of theSatinnal Jn~titl1tf'sof nNIIt:liInv('ntinll~

nll(l}~at~I1t,;!Bo.ardtndyertit';ed, In theF.cdornlR{·.r:i~ter(ln#I>ril7.1H7T..thnt:.it .
'i.ntelHINl .to 'grnllt,'AS8;E"an'pxdul"h·e. licem~elmle!'is.. hf'~ore ,tlln~ :6< 1977;-:.the
Delmrt,nwnt r('cciw·d<.'ither. ~tfltem('nt!'; n~ to why the Hc'en~ewould':Dot he' in
the hefo't int{'re~t!'i ofthe· {;nitNlgtn t(>s or,n.ppUcations ·fornone-~cluslve~,Ucenj:;es~

.~lthOI1~h stnte-,nlpritstlnd/or licen~e appfic'ntlons·.n'~dnoti,cpF;, of inte'rest .ill
fi1ill~.:lJ1P1i{'ati(ms \\"('rerccclyc{l fromR{'Y('nftrI!ls(no'fl~·of~\"hl('h were ~m:dl
hll:-;ill(,S~('~), the:"ntionn:l In~titl1tesofH('~lthlm·('ntiQns,':l1lftrtl.ten~s:Roa1"11
Tf'-('ommcn<!p(lat 1\ l11'(>rtjn~ on.lune 10;, ·HJ77.~hnta'3-y('ar)jmitpti"e:x{'11u;h"e
li('(·n....o. he grnntf>dtn "·\~&E. Aft{'r A"r.'l.nUn~ th(\olic'('nse on.Tnm·17. ln77. the
.A~~jstant'8r{'retflryfor Health {'nnc{'lled,both the Hcensennd:AS&E's, foreign
ri:!,ht~onJll1J'~1.ln~7" '.' . '. , .. '

nl';'::Hdj~~ f'nn(·.eH:ltion of the ll(,(,IH~e, the As!';istUllt R€'Cret~rY:''Wrote:
I, RIll, eompel~c:d to, tnke thI.,> fiction. heclll1Se the limited ex('lu.,-ive lJ('e-n,~e

waH :~rnn.tNl lll\·il)}nt,ion.· ofth~ nppH('nhl~.pf)lide~ .. nnq r('g111nJj()11~.·.-r11flpf
thp, ,Pn'KidpnHnl Stllt~mgnton,G()~('rl1meIlt,PlltentP()II(';V.(36 ..·~~.·~ ... t(')o,f.\8'T.
~.\'11f!11~~2G.l!rn ),n.pd·the F{'de:rnlPrOeureIl1,~lltRe~1l1atlons'(41'(~FR1;­
ft.107-:-3(a·)· wh.ich,implemf'nt that .PoliC';v$tn te:ment~ th<" DePilt1I;ll~t1ttlh~.' nnt
han' nt1th()rit~'t?C'f0!1t.A8&I~a l-Imitec:I~~,chlsive:H('en5-:eto, p~cUee: t'tu.... rn~
'·~nJionH .(l.e'''e:loNd' ·unde-r its. ·cQtI.trnct .wi,th .. ·.tIl£', NatioIlul, ,Cancer .lnsti,tute
t1.l11(,R~ thRtH:('{>n:s:('-",-"fi'R. n· n~e~snry ln~('nt-i~e t(},hrltl~"tlH~:!nv('nt'ion~ to the"
J-l0int,of PI'1lC'tl{!Jlt" applt<-uHOn(lT nnl<'ss the Go,\·errnnent.:s(-Olltriht1t~()l1to:the
hi.':elltion.~::w,n.H'~1l1nll.c,~m~J7~to .t~ntQf.A·~{~}~;'Tl1~,-re'~hS(istoth~notice
of:l,nff\nt to,~rnnt.·ftn(>x<"ll1~l-ve u.c('n~ to·A,$'&~~':ll'h't('h.Rppeared·In ..tbe F('(l­
~ml tt~';;I.t"" (42 F.R.18J51, April 7. J9771,,,.tnhll.hf<!t!'at8n,,nlu.lve
HC'(>nRe,,'(l.s notft:nec~8M'ry l~cE"ntlve tobrln~ the itlvE":nttoJ\H to.~b~:'poiut of
prn('tif.>nl nl:'tplkntlon-" ,'l'he ('ontra('tul1(}f't ,''\'llli:'b,thp 'l:nvenflolls ,w('retnade
1\'as fnlli' funded by the·XaHonnl Cancer Institute· andthus,th~Goveritment's

~.
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contrlbtiUori to the Invenfloha was not sman compilred to that of AS&11l.
T~,~ 'exclu131v~', ~ls~nf~, '~o-:A~,~J~ '.w:nstber~ror~~.ran~~"withon~ _a-(lthol"~ty .and·
Ifl,\~,~nJn~iqn' ,()f:tbe,::-,?'r(,s,idt>~,~tl~,I,:StnteJll'ent-'on ,'Gore~nQleIltPateht_:po1icY'ap~
the F<'ilernl Procurement Regulations.

The General Accounting Office helleve. the ·AS&E case demonstrate. that an
Agency operating under the Presidential polley can move In almost any direction
when determining rights to Inventions.

WAlVEJt.t~ASEa:.,.. -

One case Involved two Invenilons by University of Texns sdentist. relating to
theh(};f:IJW~~'thY:tll()sin, :~l;,ed;,·:"f.oJt" tre8tmet~t", ()1,,·mRlf:\,inctio~f~_~_~:m~l,i~e,.syst~,mB'
which 'can, _rrmI~e-.:'J)("opl;~ su~~~Ptl-bJeJ()_{l:rth,flttg_-"n,I1q,_$e\"eral"ki~Il~,9f,ctillce!'.
The'e Ill\"entl~nswere made with "allonal lnstltntes of Health (NIH} funding
and reported to HEW·ln Septewber ID,7, when the l'niverslty also petitioned· for
rlgh ts; .1;'his ,Wfis~lv~r fo.u-r",.Jn()uths-,a,fter the:'·Un iy€,r~i ty: o1Jtaln_~dnp}itrnt'()ll:-()!1~
Im'ontiou and owr 10 months after it filed a patent appllcatl9n on the second
In'·_eI1Ho.n~--, ,,:->-,', ,": ,.,' _," '.> ,.:,:'.; ,', ,'''''_._ ',_: •. ' "

l{E-~V'.s: Pnt~nt-'n~nncl"t..l~~lv~I.1,'NJ.H,c:om,tn~n,t~·Jl1,Oet~l~er}lnd, N(),yei"l\.her:1Q!7
,n~'d';~(>ntndet~_rmJJll1 ti,C?Il' _t~J:th~'A~,~lstn~t,(]:en-~r;JJ-'Courg';~lf'or-r(!vl~~'inDece:om·
l}er.-·l~his (let~ririinfltlt)r:t'~l":mt~l'lg:rIJ;~~s.totheppiY(>:rs-it;V.wll,~;no~'nst~~ on bytp:e
Assistant General 'Counsel until' August 30, 1978, when it wus seut to the Assist­
ant Sooretary for Health, who signed it In Septeinher.

It:nJlllenrs-Jh:nt::~l~'~t:(():p!ne.tl:t:_,o~-tn~·,}JlyeQtlon:~··wnsn~t.·':IIr).P~l~~~;~~a_tJ:!Ie:,~~,_~
As~,istnn':t,'q,~Ileral,:.cqn_liS~l,<l~lll:re?--_~~ntlHg:"ri~,ht,s,~~,the ,Univer~:i~¥.",ltl:,,;rnly:'
197,1':.the' t:n~·ent.(),r,.i¢~oite4,'itJ:1:ilt; ,A':druy, 'ftrP1~S',' stu(},les' of,,' the Jrive,nlioll 'sho.w~<l'
~hat-.th,~com:I>()und$'il're,}10.t,-fo·Xic~ "",',-, ,'" ,', ':,. ",' ",'--, < " :', , "
"'j',Ih,,'U,ll~)th(,,I",'ca~~,:a'.{;~lUTl~lli,~.:,{j~iver~.it~, "5pie,I1tist,.~.~t,P:·,,~,~,, ;~I,lf ,~;tn't:' :,\n'reI},\~4,
ll', s,o-l~ti()'n"f~t, tr('ntrnent"of'person.-R-,'~·U.h' s~\',er~,:~urn's.,Alt~o~u,gh."th~,'UJlir~rslt:y
fil~<l',-,ll 'patent"n'f)nuc~tlo:n,i~: -De~ellll~{'r1974 'nnu:,.the in",el)t~9n' ~'ns: ppbJ~~lje,~'Jn
Inte:rnil~Uoilril_S'urg~r~·.s:,'J,tl!l~,JulY ,197{) ,i:ssue, tlie:~ 'in\'"enU():ii~,'Wa8 ,no;t:~ report~d
to HEW until )lnrch 19,6.

n'E'i-:ea-r(~h'QorPl't:'4fion .'fi'It 'hrv~nflort'rn'f1n!l:r~In'~nt,il~m;,'!()~~t.&er,''tdt4,qQh~ IIll~rtt
rH~trt,ioired 11l';\V fo~rtghts, in ,Octobel' I9'6:,lle'$PRf:ch:Cot[inra:Uon. ~$,tlrnltted: that
U,*onld take ·frfuri;fi .to,S:year~·nml an illv~~tm",ntofa,bont$SOO.<>got?rnurket
the.·inYelltioll.'J:h~r€'fo:~e:.:l-:tImenmitpdexclilS,iY,elicense.w,ouI,d·ha-retope offered
bef(jre·a ,.(}ol11mercinl. fir'Ill' w()lIld rna lie sm:~h:'Il-ninvestInent.

SIEt' in.~ormcd'HF.;'Y':s;~ntentBrn:n.'chiIl :De(;,em1,H."l~, lQ76,thnl itdldnQt.obJ~t
toqolun1.bi-a' 'and:ll.-ese~rch"yori>ora~i'on,retainingti-tI~.but,lh,e,:I'a:te,~t'IliapcJ;1
dhl not send· such a'det~rIllina,tionto ,the Assistant Qeneral Counsel until October
19r7~· l)ut{'llt·.·Hrallfh f)J~('inJ~«::onld not explilin' why ,this delay occnrred~

TbeAssistant .Gene:ral Counsel then rlej~ye-d the determination another 11
months,until SepteJllber 197$ ,~..ben it was sent to and signed by the Assistant
Secretary for Health.

A. -third cnse i~voJ't"e(j, an invention .. ('IlUtle,Q. uT.:"ndei'apeptitiean<iTumor
As~n:t~."·This inveIlt~on;discoyered by: the\Yeizmonnlnstitnte of Sdence under
an :\IH contrnck('o1l1d heus(>ful inn follow-up for post.;operaUve dlnRuosis t1Jld
proj:!;ll,oio'is fin (·:ult:('rl'nth~llt:-:.The Illst itutefirstre,IHJrtcII. the j nvent.ion tOfIE'''~

in 1974;wl~en.thepepnrl:n-if>ntdecidedlhnt patent prote('tionwas notwnrranted.
SUhse-ql~enUy. in June 1976, the fuUresult$of tbe re~earch were pubHshed in
BcientHlc; journals,. ','. ., . ......, ...'" . ..' ' ,

~he,following ()ctopern'dru~ ,firm ,nppronch~ the\Velzmann Im~tlh.. tE!' Iudl·
caUn~ it~()'.1ld be wnl~ng' topr~pnre.file. nncl proSe{mte a U.S; .pntent applica­
tion .nsf'on~ide-rntiOIl; for an optIon t08ne,-:xclusivf;!.Ucpnse f()r sonie ,Hintted,~riod:
'I'hp In~titute r('qnp~tf?:d HE'V's~rmJssion toftle ilU.S.·.appIlc;,IlJiou·in,~overqber
1976. Tlm]JePfi,-rttlle!lt, grantcd,perruissio~(~I1De('~,ll19~r 1;. ~PJ6,'c'nnd tlieappli,ell­
Hon w8sfiJf(i tale:r,that montll~ Th,rougbY~on Ites~a,rch and :pe"tel(Jpm,ti~t:'Co:zn-,",
puny Ltd.• Jts.pllten~',n~ent, th~, InS:fItll*efletlt~one',d'nE,y::ror XiA"llts ill 1f.ehrllnrY·
1017. II! thppetlUop~',Yeda sttlterlJ.t~lntenU()~. to g,runt, the drugfirmexc1u$ivity
as:anlnc~"YJth;eto,mftrket,.tr~e.fnv(>nUon. . :'> . . ..". ..'.,

I~ 'J;e~po.m;~to&.lI~W::~~ht(?tit,Br.n~cbrE'Q,tle,!,t t~J~lld.d ItionallIrformnti0l1.~ed:a
t~tornledtbe· D~par,tl,nent I~,.· .."u~nst .~977, 't~ntft.orll·hyo.:to three ::rearfJ,and ·froII1
op.e to ·!ly'e mllli.on, 4,ollnF8wollld',lJ~requtred. to. de\:elop Jhe··.iuventimLtolhe point
or submission to the Food and Drng Administration. "IH, In Its comments to
the Patent Branch In September 1977, stated that it was virtually Impossible to
predict the userulness or the Invention and Its role in dlagnostio testing. I\IH
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said tbot it bad no objection to pt'~'tttlngYed,a to retain flUe and tbat It wa.
unlikely tbanbe tnvention' would, be develope<! withol't an exclusive license to 8
p<ltentll\1 manufllcturer; On Xovember~.1977. the Patent Branch 'sent 8'determi­
nation granting rights to Yeda to the Assistant General Counsel for'revlew. ,

However, on 'September 8, 1978,' the A..lstant General Counsel sent a deter­
mination retainlug title for the Government to tbe Assistant Secretary for Heallb.
The Assistant General Counsel found no legal justification for the waiver. noting
tbat Yedll pad not promoted tbe invention and would pot supply any of the risk
capital needed to develop It. The drug firm had assisted Yeda wltb tbe Plitent ap­
plication and waiver petition and would develop'the fn"entlon. The Assistant
General Counsel further found that exclusive licensing appeared neceBBary and
recoimiJended retelnlng tiU" for tbe Government. On January 24, 1979, tbe As-
sistant Secretary denied Ye<lR's petition. ,

In the remaining case t""o University of Arizona scientlsta'invented a poten­
tial method for testing the e!'foetlvenesa of drugs In Indlvldoal cancer cases wltb­
out admlnlsterlng the drags to the patient. The University reported tbe Invention
to HEW's Patent Branch and requested a waiver In July 1977. The Invention
was'al80 Published In the July 1977 Issue of Science.

;So'I)! ,in ,:s.e.ptemi)f'r ,j,Hir ttlfo_f.lip:(\-:t'h~..}~I1·t_el~r rt:r~ n,dl' t~fltftdhl.'not-: 'ohje<>t-t9
the Ul1lverslty retaining tfUe Jo the Invention, but added tbat It bad contracts with
HIher., in.~:t.il uriuus :f~; l", ,":r.{> l~~tt~l- ,rt'r~~n rt·h: nn<lthnt. (·tHl~l1H'rtlill-I_llt.t~rt'~t:,,'oldd 'I~
~lh~h .PI,l' i):~,~] l, lhn:t :'nn excl ~,lSire::H(~e.lise:\\":qnbl:'O().t l)~< ,nt>~I>t1. tp" !1t,l:1ll'liJnt~;del'~ I(}p­
m(~n,tqf:~',innirket~J)l~:,nr()~h,J~t.: 'lI~, ,'re:i>lr::t?"nP~t~rlt"U~anch" r~f"nest,.:.tll~·,',Vni,',\~t"r4
}Oil,,·, ",in; ,:Octo,ber,' 19T7,':,I:)~(}vm~(1 ':n,'l,il rHt)llfl} ,,~Jl'fopil,lJt-in,Ii:,fnr-,~I:~~/:e\~:t.lnntJ()n:.
(>gti~nn:tinJt ,Jh,at,deY~lpHJ~Wllt""'m~I(l, J~ke' ,fr()~j()~ to!i'~'~1l:r~,'nIl~>w9,~d{1':,~~st'a '
ltcerl~ ,J:ron~" *~,~50.0(>:t)-. ~o,,~':'hOQ()~I)OO.'lJr::,1\:0,\·elll~er,~Tp'lnforl.llf'(l, the,IJ~~ellt

Ern I.~h:'Jh,~,~,_,'f-h~"" ,lil1i\'f'r~lt~·',s,'ilf,tifi~n,::sl~,Q·~ll(l.-:J~,'~~nnt,~t';~}:~Jl",::th:~n~lr,'IPn,n}­
nu~sUons:"r~~anHn~J11~':in'~~ll.tf()il~R::~IJni(·aI"IJJ~litY':,':'yer~.',~pl1':'H:nl1;f1~,'t~,re,(l._:'(f:h:e
Pnt{'nt ,,~tal1ch OU, Deeem:',\l",:::?!J' ,l:~T7',;$Rn t:t,,(J~tern~111at:ion g~tl~ting,:~~'Hle, fo' the
Unh·er!:,is"-,,to ,the AssistnntG,en~~31:C.ounselfor-redew;'..... .." ." .'

Till> _~...."istnnt. Gt>tl~rnl' C01111~~1\" ()U!t-t>nc1vi~e<l t hE'-Pl1t~n,~, Ernn~hini\nr~i:ln7,~
t hn t .. 'the:,J*tit:if)n, .~v~n)d.n(jt'he'fn,";i)rfIJ)}y,~on~ider~'d :in,th,e'rt~;t:r:,)ftittl;r.e,>tl~ld, in,
Spptem:he:r' 10:1B .retltrn~~'-.t;}l-.p·,df'tf?:rmtnn{i()n"to_ th~' ,Pfffe,rit ,:,!~'rrr~:rh'Jot,it'l;r~l1e:r
(>'''nl tlfi tlOIL }ilt?nnwIdle'" f:n.TulYl-Q7R.- the,,'~n h>n,f 13,rnr1~b: ,11a,~1 J~~,tme<l(J~H polen tinl .
licensee's ,iIlterest, in :fundltl¢ q~reloPlllentpt the.i.~,Yetitro,n: .in: l'p.t~rnfor:npe.x~
cluSiye: license_, TheP,ntent 13r~nrh .~et1.trned..·thed~teI1JlinatloIi to' :the, Asslsla,~t
,Genernlc:C()ups_el .. in NoveJnuer ... 1978; ,Thi~, determiIl1\tlon~,~rllnt-ing' title to the
UniversHyt'w'J)sapproyed by th~ Assistant S,ecr~taryf9rJtealt~;,onlIar_ch23,1979.

DEPART,lfE'1"lT OF 'nEFE~:S'E PATENT POLICIES ANn POOCEDtTRES

Thg poIici(>s~n(IT('i:'111:ltinnBof,the Dt~paTtment of Dt'fense (nOn) n'Te' has:ed
on the Vre~i~le-ntI:l1 )Ipmornn(lmnnnd~t:lt{'lu(,lltof Oo,,"prnin.ent·PntentP()Hey.
)II):-;tnO~). eontru('t~.aHuwcontrll<"torswithUH. {'stu hH};lH'd commprdnl,po$;ition
to reta:intHh" ,tf~ flit-ir inventions in uC('()rUfilJc·e with Section I{h} of the
PrpsidenHnlPolicy. .. '.' - -.' . '. . .. '

B~lln~(:. nO!1prolitin!'titutions In('k~dfln{o.<;;t:lhlisll(>d;cOlmnf>rcinlpo.;;itlon. nOD
interpr~trd the·PJ:"l>:-:id(>ntinl.PoH('~·n~ reUl1irlng the·u~(>'()f ndefprred determinn~

tinn dausp.o.-wlH'rp riv;ht};arp (]('fermin-ed aft('r lJl1inn'nfionhas h",enifh·ntifif'(l.
How,e\·er. for many y('nrs.th('llp[)3rtment~ntnronndthi:-l h;... using- thp":-:p~rinl

s.ihlutions'· IlrO,·i:-:~on of,Sp~tionl,(c) of,th{\' VfiUcy topl1ta titl("-in·the~contrfi('tor

trl1e of,~,lal1se>(Uc{'nl:'e dnn:;;~) J~,col1trnct~ wail uniyerslties on a DOD list
of nonprofit org-nni7...1 tlon~ wit,h, ~jnp]lroy{'(l" ,patpnt. p~liei{'~;

OnAn~tt~t·,2n-. 1,D7,5,nOD. wH~n.o :Hlynn<"enot,ifi~atjo'n, i~~u(1d'nrf('nspPrl)~

('!Jreillc>nt Circular (DPC),7~; 'r~\ising its Arnted ,Sen-ices Procurement Rt'A"1l~

III t1()1l ,:(.A~I~RL '1'I~,i:-:. (·j-rculnr tf>rIllInnh'll:t h{"])<'I1u rtnlent's W-ie -.or It~H~t .. n.n<~
thr-r'phy, ,'.Ii iI,:fiwaywith 'lll¢ ;11111170\·(><1 J-l~:ten,t Pj)U<,y >con(',!,ptn~,a, F1:p~i:rl: :~I tnnti{)l,l
uful:pr Rectlnu,l tel. In lien tlIPrt>of. },hecirc'11111r llrO\·il1~d ,thntnn,:Y prcl:;;p('-Ctin~
cnntr':H't(n~"hn':i.n~nn ('tfl>J'U,·e'pr()ftrnm:fo~lh0.trnlll'.:fer,oft('-('hn~lo~~·,U!{ (Ten)~f1·

~t,ratNJ, ltY it~li~nsi~~,9t'lrn-eptl0r1:~ •.,'\'6tlhlbeeJlti-t-lcd,to"n ,li'('t:n~(~, drill!'£> i:n,ft
contract, ,,"wren. d~f("rrE'd'J)nte,nt:t;.i~hts;clan,S)!? wflU:ld<,.(berwi'!'p h~ appropriate.

FNtlCo,tionnl and, !l0npr'?~t. In:st,lttltlons',\,er-eo,' rerm,ir('d' ,to, ,<1f>t110u};trnh1,\"lta\"P
~n('I~, p:ro~rll,QtR1I,inrder.to 'he ',Emtttl{'d to th~.lIc{'nRe- ~ln,n~e.,Wll:etl1E~t',or Il()t th{'ir
Jlatfi'ntrol,i('i{'R,hnclpr{,Yloni-l~hp<'11 npproyed.. ~o\dditionaUy.th() reYlslfmreqni1'e{I
thattbew~~k to be perform,edu:nger the contract must be in: a fl:e1ct of tech..



.i()I'Oj:y.ilr~ftJr'. '.,rplll'r~(:,~o .,fUI, fi:~n" or', ~f?i'hU()lo~" j n'wh1('l~":th~ ·,iui\'.er~l:tt ,Oii~d,' fiJI
e:tr("e.th·e.H~~:I:l:NII'f{ ..rogronJ,., '''''.,' ".':', ,:-.',''-;:' .. ',:: .: ,," ,,". :" .

irhe, S~il'nfe"~ilh.miJIUlitt('~Olt t,he'C?n.~tltut~().n:'.,'{l~Ked, (L~(), t:~ ,e:\:lunf,np,.ppp~~
d~bdon, t~dI1(~olJt hi lit>, JtH~I~'Clul.'H~tl1Z:ltrfjll~ftre1l:t:tlle~t p{:t,),oi~pro~ t. 11~}ojtlliit f,fIU~,
\':e':foulld tl.nt, Hu~, HOp:'re"hdoil~V":~:i,llf~nd~::-t9,flUpl~,Ql,E;'rlt.-:,the.-rey.il'4".·d 'l'rp~"I':"

;'d'¢h.t.i:uI ':\ltatli()rn)ulmilUII(lXtn teil~(,lIt,,: of ',CJ(),;e,t1lD.lent I'Dtent PolilJ'Y'-and, was'- tbe
8~)hJ€'(to(,n:!l:,~~l~I,{(,I~~e.~~stnhJI-~.I:1~(lill.~:rorrh;H~.7}).:' , ,', "" "" ",,"':,.

At an ASPR Committee meeting in ~Iay 1!}iJ. tile Patents S".bcomlllittee Chair­
n,lan" brj~fe:ti, 'colllwittt."C 'nielliljer~ 'ull tht. ~)rG!;,o~eil, re\·lsiuu.s."T,bf? case,'re;cor~

sb'Qws::"., .. ,'" '.,,' , ,'""':"",, ':, "."'.>:';, '".:",',' ,:;, .... ,:":'" ... ,.'.".".'

'I'IIe OASD 0&1,) Staff Represenhltlve present indicateel tbat be no longer
Ol!j,ect~ to: the pUbJr('utlOuof,,~tle.reyl~ed~\.SPl~[JrO'~i~ion:an,~1'(K'9m~e.~,d,e~
that ·th,e' 'u(:)rll.l;81 .requI~e~l1ent'fo~., '~n4:p~tr~Y,;so~1m-.~~~~.: ~~:,:w-aI,v~,.· .. 'j?h.e,.,"~glrL
~()mmlttee'Chalrman .then Inrle~~.. :des~rll1ed th.e".-<1iff~re.~('e~bet\ye:€,~,tbe. pro­
p()se~l~SP.RcoY~rage nnq tpe;r~:,,~n,tl.:r"·pu,bllsp'~.-F~ll.e9.YerJl~~.,AS.R ·r~f:lhl~·
.otJb~,'(]i.sC.~ssio~~:attlli~,ul:eetl~g•... tl1:e ,C(),~~triittf?e,. ~~~~,'~bat,the ,~na11r
tl pi)rf).v.~d,',(:OS{'fflgt sbO,~)Id",b~ I H1.l;IJi~lIN" 'i~l:t~~}lext .. f}lJ( ~. ;,.-'UIn t:"~,Jelte-r" ~ho,nld
be prepared by tbe ·Subcommittee· C.bairman to tbe Inclustry' Associations
normally solicited for comment, informing them tbat tbeir. comments were
Imt':,.r~(l~e~t¢q:,~lrj<?rfopublleu.thm becn~;~e"tb~.:A:SPltc~~er~~.e,:~tall~l~.,..th~
}"l~lt.::'·n'n(l:' '~Ild.~str~ .WJl'S. provhled .~,\\·o:OP~)Qr.t, unitle~,J9',C:Q~bl.en,t •. 'ott t~at,
co\·e,~age..'.:}.Ioreover:,: :pOl) 'r,eIlrt'~ntlJ,ti:v,es:'.weJte.PlU·~~:of,:.t.'],¢,;~,(j.~,p:;.Jl1at"d~
:V~lo~d,tb~:J:o"PR:·co\-erub.-"e"a'nd .thel'e,f()r~.'were ',a~)le .~orey:tew tbe:,lnd,ll~t~y

eQIPil).en~s(Jnthat·,c,o\·erflge~' . ..:,'..,':' ',:" ,", .' •. .". '. ,: ., .. ,'
On July 9. 1975. tbe Committee approved tbe ASPR ·r~,islon. and reviewed and

a})i)t~y~d"',,:the.· .· .• le-ttt'l' ': ·tq ',i.ndll:~~r:r', '. !lli~'l~t~fr. :-,J';l,lb~efll,lt~u~ly:·. ,d.:~t.~(1:" ,.•tulJ!.r~t
21)•.. --:l.fH5;•• ,:,'al!-l," ,b""~l!t. t()',:edn(·f':,ti~II}~l. nnd:.:tl()n"i).ro~t,,'inI';tJtllti()Ii~-~O!1 ,n(:-)p':~LJis~

of. v~h~e~~ities:"~H~ .R-pprQyedpatent~lici~s.!l'h~ le:tt~r~'\"\~lii,c~l.Wlls·sigtJe(ibY
tIJe;i)ep~rt~enrs .rel)l~eS~llla five seryi;~I~ on:' tIJe'gom~n~tte;e: o'o·.q,eJ,veI'nrneTlt:l';:l,teut
I?()Hcy,did' n9t'expJain DOD's·,rationale .for ,·not,'obUiining, toW'menls 'prlo·r· to
,publi:Cllt,ioT1,-?,~])PQ7~R, .',. ' ,' .. ' .. "".,:<" ',.:," ' . '. " ,.:",:':

'Iu' S(>ptenHH~~'.1,t':7G.· the. (10rIlUlI ttee·. G,n :,QQve,rnment,Plltent.p-olicy.-adopted '." the
i'ecoJJltu~mlfltiflns~,of' itt; 'I)tiyersfty l'nten,t- PQUey.'Ad Hoc, S:Uljcoullnitt~e:,.• 'l'.l1at
reI,lort l.)USic41ly recomnlendedt,ha-t all agencies ,ot..theEXe<:uti vf'~13~nncbprovi:de
uniyersHi~s' and, nopprotitOl'gRtliz:ltion~".a'lirst,ontlon',:.of,title ret,ention to. sub~

stautJaUy .oil iu\"('ntiollsgenera,tnlbY: theniwitlt.r"edf>ral support"U' they are
tound·t.o'hn~:e,anestablisQed t(>{,~l1olog;3~Jr,8rlSf~r('appbi1ity~

In Xo,,{'mbt'r 11J75 the 'CaHfornialnstitute of'"TechnolQgy', replied ,to' DOD's
letter:

.... the rl.h'erBify commnnity Is.. confnsed and. sprpr.lSed by the fa-et
til(> :J)PC ~5-3 a!Jl»t>ars ·to llIoyein' 5nlist~lllti:lUr:the PllIK>site dire:ctlon tq the
philooop!li(>s ofuucl proposals mnde ill Hle:JJlly 19~ti:rf;lportoftbe. CniTersit.v
Patl?nt })()Iicy Ad lIoc SllhcommiHee·· *. Ifis,p1r\understllndi'cg' that
DOD Iws Htruug reprcsentHtion on:-:ai,d Ad:HocCommitt~e. ".."

TIll' ItI~titllh"lilso ('OIHUIPllfeti lln lHrJi-'~,iHn)lPiil~Pltt,ati<:l'l:of the. rtwi!"~(lA~IlH:
W'e h:l\"P :ilrcndy had sen'rnl jllstan('('~.-of nttE.'mnUn:g·to qunlify for a

"lkt>.J)l-:e"'('lnus{' in. f'Ol1He<,tinn with incU,'idunJ contracts ,and s;rftnts_:--\'IKlrt
trom the fnct thnt. th(>se J,r(tc("durf\s will U1ah>rin'lh~ill('r(>nf'ethe work, Irma
of eontrn('tht~ver~onnelonlioth side:i. it wonld'nllpe:~rthat the critC'ria
he-illl{ \ltlJizPfl in lhiHarpnls.«,otll!l('r-pp'dv(,tin.', SIH'(·ifh~nH~·, wp 1I1'E~,.lIPill~
required,·to lndicil te .slu'('eJ.:i-:ful .'.JHlst -lil·clIs.ing in. the ·::;pe<;ific. tl~ld of te~h.
noloj.ty of PHdl. IJr()IJOf':lI, 1'1,1<" l1('f ·rE·~lllt; .·partknl:l~ly .illllHin~tf'itips ('!t~ng'(~tt
in h:IXic'f('St'areh a wI ~ontilll1n1I,'f"nlO\·ill~'jnto liew fleldf'.will be to ~lowJv
dhuinI~h tlwarE'Il:-< inwhh'h a H1li,'pt"sit,r ('ontnH-to,'. hlipht (lualify f,;l'
ad \'IHll:e W111"('I". I tshllultl·ht' n:;-<-'uglliznl t hatJI SIH,(·l'.-':::-:ful.:li~'(·llHi'H1-f'J\<·ti \'j tr
at HllJJi\'C"r:-:iJy :l'rnvJd('~ It . ('nt1ahi-lit,,· ,hi 'aHtil·Ms .JllHl, t h;1t jlJi~:l1-srrT:OrC>II.

rp~f't1t:lti\-(lNS(>('kiu~ II('W tN'IIIH)lo}r~'n:tuniy~rsrtiesn,r~.int{'r~~t{'dlna,U tle,ld~

of technol(};::y .itl. whidl Uw. Ulli\~('r.sit~·'.llUi:Y·he,.ln,\~,()ln'1L.JtIs, str~~lg-h.· ,Ilrgf.'(l
th~t, the- nt'pnr,tulf>ntof J )(>f('usE:' 'I·~)~lSid('t'f}I(". nnr~ow ,int...ri,rr:t~'tiOii Pl[1('('(}
upnnthe ('xllrpsHloll, ·:.dirE'dly.r('Jnt~d to--:tlH~..fleld .. of.· .tE"(·hn.O:log~;·""'Il's:,C"nr.;.
r('f1 t1 y .nHpli('dll~' ('Hllfr:1C'tin;::..Ofik~rs and nOrl'I'~~f(,H,t (~tl~nlsel, ,umla<'('f'vt
foh£' nHH'h nlOr:t~ prlldi<·nl.l,rol)j'IS! [inn th,ut n W(l'lI-IIl"~fl1l'izpd filHlnrorpn
I~f~ntli('('usillg Ilrogr:ulI at n' nr~iYer~it)' C"anlJe{'ff~ti\·pin· ~ll lie-Jdsol
technology.

, ,~
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B...illlse ot th~ ncldltlonlll 1I,lmflll"trall~e hnrd~n. mnn,v re"""rt'b In.tilotlono
8ub_llIently elecled not:, snbmit Ibe Informnllon DOD required for t.he title
rpt~l~tJO.tI,,rll.ln&.,·/\l-;;,','n',,'rp~nlE,:~tntlflt,I""J ,pu~111:-ihe',t,J,ri,' rf1,{',' "I"eftp)'n.l,,~ "ouuc'll-' (()~
Helpnre ond TecllnolQgy's It~port '·C. tiO\'prnment Pllt.ont Policy show~d ihnt there
:owa's :tlttSO,pe~~llt )u~~re;o~e '~;'_' _,;"h~use .of.d¢ferre<l, det£>,rp.)l~a9on 'e:1a\l~s" by"PQD
·dl\rln.~ fiScal .yenr .1D7Il. 'Onr re"lew of enses processed dorin~ thnt iilar showed
thilt, nllhough conlrnclors' requeRls for greater rights 10 Idilntlfied Inventions
wer~ IIppro"e,lln 011 cases, the Deportment took from ·1 to ·more thon 7 months
t()'m:lJ.'keth(j~~_d~t~r_mln8,tr()11·~.,-, ,', __ ,.,-",'.-:'.:.'>' ._' ',' ','

The Unh'erRI!y. Patent Pollry All !Inc Subcommlllee of t.he· Commlt.l""· on
'Goverllm~Iit I'otpot PolIcy reported that It appeored thata deterred.determlna·
ti9£l'Often 'u¢f$'_aj:raip~t~be:~:J:~,~ttiptl~deY~lopI1)~~:f'JJ,ri,q.u till~:t.i~Il,()t: i'nv~,I1tlon_s
by,'lelhyiilg' 11 '<1eei,~iQJr t~ll.t~~9,uJd,'l;lUl"e, hE'en'm~de;aftlje ti rne' of..f1~ Il,dlri~.',.Ailmip ..
lst~nll:\'e':'c()sts -.- _of. bot-I~ -the 'Govern~~entancl·_1~,~i~ersiHcg'llf~.unnecp.~$1\rny
in,~Iie.,:l;~~d,bY,tlle:n~,toprtlpare, f¢vlew,: and .re~poI~4 tor~ue!)ts::fort'~r.btson
'R cn.se-l)y..,case,b8:s1~. ". ___ ___ .,":.,: "",,.,,,',',.,.,:,: '.' '>.:," .. '

The )iavy noted in Fehrnnry 1976 that not only' had' an additional admInI..
trntiye~ti1"den:,ge.en.plnc~d',t'n,uTllyetsiH~s, bl1ttbrit',lh.e, tl~e:,l1ecNiS4r.Y,Jorco~"
ttllt-,t:itlg',a.Ilclp':lJf:'l1t ,o'fiicerf5.to'_make 11 c1etermipn'q,o'n ,on..ilte':fip,pr(,p,rin~e ;P11,t~~t
clause hnd increased drastIcally. In 1977 the. AIr Fo~ce, 'after condlIcting ,a
tbot"l,ilg:b'~r.~.T"ie\V' ,qf._the.rc€'Yl~ed_,pottCY; '(1~,tp:rm ined·,tfintthC,Ilril:cti,~,e:o~,qt1.nIU

t?!ng
h~$~'itti~-lQn~_:(~r_~ilchc',(m't,rnet,~~tl~_m()viN~:'Iu--a' _-'dir~tJon ,'~ount,~r ,pr~~hi~ti:ve -to
tl' ~,o~~ ,~:~~~tite~':r.e.ll,'s.dna-l.lJYnt!ceritllbJe.,PPUcy:.'>" "" ,"" '," , , :'" ,.,,;:','..'

np,~prt.¢>its,,·r¢'pre~entn ti-pJl.OIl :tJl~AllJI~ .§l~bc()m:~\tt:~~hl~~..:e~tI9rsed ·tl:L~m';,
DQD hns not Implemented tbe use,of Institntional Palent Agreements.

NATIONAL 'AERONAUTICS A."<l> SPACE A!»rINISTRATION PATENT, POLICIES AND
PRoCEDURES'. , :

NASA patent poUcies and practices are ha1le.i on Section 305 of the National
Aeronautics and Space Act of 1958, the 1971 Presidentlall\Iemorandom lIlId State­
ment of Government Patent Polley, and Executive Qrder 10096. Section 305 pro­
",~'tlI':::. thot',?·ns:ilH:'fcllt-i()'n,'coneei \:,edor 'flrf)t';r~(hl-ee(J;'J;Q.,nractic~·i n., .tIl~perf.Q.rmanc~
of work under a NASA contract becomes the exclosive property of the Govern..
ment, unless the NASA Administrator determines that the Inter.ests of tbe United
States will he served hy waIving all Or part of the Qovernment's rights. Rights to
inyvutions:, made. ,iu-4.ou~e..1JY );AS:Ae1l1VIQ~e~~· If,~,.clp~e,r~liJ!£'{lhy ,th,~, agenta-­
pur~uallt ·to·proY-isi9'ils' 'Of ExecutiYe.Order,)()(:Y.)6, ..dflted'.lanuary. 23. lO:;J(t;

m;pOB-TING ,AND EVALUATl:NG ll'fVE:riTION$

Sectlon 305 of the Space Act provides that NASA contracts contain provisions
.r~uirlIl,/;Teport1ngofinv.entions.discoverie~•. ,i,~p·,roV~,rneIlts; and iIlDovations.
XASA evaluates those for which It has or may I\cquire the right to file for a
patent. This evaluation is baslenlly a two step process and applies to both' con·
tractor invenUonssnd inventions o-f its owfr:eniploye:eS.;

The Ilrst step, haslcally a technological evaluation, Is to determine the technicol
EiIg:l~itkalH'e of-the :1 l1VNltiO:ll;, U~JY.Jtelltinl use I,IY or 'for the :GoYernIP.e~t•.~ndit~
commerclal potential. It further Interost Is jusllfied, it Is then evaluated for
PlItenlable novelty. This Is hasically a iegal evaluation to determine whether a
pateot enn be obtained, and it so, its scope. The determInation to file for a patent
i!" ,l':\~(>fl- Oil n l'O!III)t):->iteuf thf'!-:e,t\Vf) e\·alul\tlon~ and,~s:':Il1~de by: th~NASA
Patent Counsel. Once a domestic patent application Is filed there Is a review to
detflnnlne whethe..• foreign llUtent protectio'n sllouldt>e: sought;· audif ..so; in what
e9?ritr~,es. .' .' ." , .. ..... _

As 'an Incentive for the reportlng of Inventions, NASA makes a monetary award
for each invention on which a· patent application I. Illed. The amonnt of the award
is hased on consideration of such factors as the techo~logicalslgnlficaoce of the .
Invenllon,ltsvalue to NASA In enrrying ont Its programs, and the eommerelalnSB
(or potentlol of the Inveotlon.

~'\Ir.(·nh>I1f,la",' ~'p:1rs .. HlfiH:lhron~h ..ln78~ .37.4,?<t .it1\'~n~~oD" ,dl-sclosttres' were' ~r~
rort~ to :-\ASA. nnd,a.SOa pnt~'nts wert".i~s\l(>tt. EX('l~ldihg' ·th,e, 1;(H3)n~entiop.
d.I~·I,il:mn·~ s:till.l~t·in~ 'Ilr(ICPssNl·nt<Dt"t'en,lh(>l". :l,1.1 .ID7S•. X AR.\ .·had. obt.q,II\:E>d one
pnf('u.t·.for p.lmnt"iu·h f'lf~\"t-'nlnn·ntt(ln!"lrepo~t(-'rt.hY,lt9~rnPl{)Y'N'~andcontract0r&

~,P<'ti()n .~ry,i 11l$o,ef;tahH~h(,N ~. pr{)('<'dllre. t()r'~.AH.\ fo reylE'~. a ll. patent __a'~p1iea:.
lions pending in the U.S. P,Itent and Trademark Olllce on inventions wblch ap-
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peai' t~ tile Comml""loner or Patents and Trademarks "10 baTe s!lm'lncanl uillllY'
in the conduct ot aeroQauUcal and space actlTltle.... Additionally. Seclion :l()5
prq,vl:4es--s>rcx'#d~-~:r~,~:r()rn'.:!J()Rrit.of:Pntetit lnt~rrerences b~~rl-n-Ir:.to' e~:ta.f¥lr!ib Utle
wh~n_e\·~t_ ..)~e_::N~~_gA:,Adili~'nlS\trn tor liellel'e~ t~nt_nl,l' lo\·erUon .Ho,t :rfI)()rte4::Jo
N t\:};A::\~'n!l,:~Jiadc' uO,dp:rl,i ~'j~S;\cont rBcL, .'ro.Dl.J;unUttry 1!l(I~' thrOlH;'.bJ},I,lr:,lDT7.
1\ASA rC"lew<'<! li.U\lO nPlJ!kntlons ntu! oontested li4 or thcw. :\ASA suc",,<>ded
ih,obtuln~~g :I~._tellt rlg:htldhJflQr-,HI~se '1l~.~. '

Ow~;"ERSnI'P",R.fGnT8

1\AS.\ oblnlus rh:hls to h"'cnllons "'ported 'by lis contrsctors unles;, Its Ad·
IlltpiRtrri.t~r,_'~\'nly~~,thp}:e:righ,l:f,;.. Tlit"!o'~J!rn(»··~.'":;fliv~rpolky~,~tl1hl,~sh,el.1': h~'_,Hee-­
ti{ui. ,:;JO~ :Qt--th~ Sp~(~f!:,&ct;,JH,IUlllteuteute(~.II! t?e ·NA,$,:-\~'~tNlf,\Vlliy~~,'Jtt·~fH,rn;.;
tlo,n~' "'<:l4,.C.j.'.~,J~45A )~,r~~h~~l' t(~~ut~lti,OlH~'Jll~~,i:neorpornt:e. f11e()hJi>cSh'p~,dn:d
crlh~rli1,s,et:..fol'th 1n tll~·.l'r('Hitlcllti~l ~'1e'Illornndum ~ndS'tat('meutot Goyern'lae'ut··
l'ntrnt:,rolh:y. ":".." :'. . ', .. ','. '., . .,"
. lUghts,'tp .Inventions Dlode In;'~'Quse f>yn.gen<?y'.eIUplC1y~gnre (leter~irietf ..b,Y,
NAS:A 1,~!-ied',uu.prosi.slon!"o~:K~:f'i·llthe Order lOO9tJ.,'Le. in the ,same,lilauO'er
nso,the-r'ugt.'llcil'.s (mY'~~t'd bj-· thif' Ord~r. .

<: ..~X\"E~•.~I.O~R ".A~n :·C~NTR~BlJ?r()NEl ••,~~.RD

'l'he, ,NAf;AAdIhiillf;t-,rutoT's~a h'ur "ofrIgllts':IDllY· ,b~: to an~n'f:1ividil'nl .•1tYep.~
th:m .'or .J:o,,:ll, (~'I:U~·.s, ,of.· iny(·'I(th/Il~; ... 1Ind is. ,~rlllltll~l,' upon',tIle,~p('Olnrtlen:9l;lti()1~~'nl.il,Q
In,('~ti~.I,I~:llUtl(jQl).~rihY,tiorl~~'~():lrd(I,('n,J ..,.·l~he.ICl1 IS:3p.poin:t~ :hy the.\(:l,rlli;n~ .
iSr~fl to,r:',~nd., (~()nsi~ls' iJf.:R .dmtrUHln. 'fl!ld.no l('~$I:t~'irn.:-<i.;]n('mllers'~·!1,0:. 3:re:~e.uJo~:
N;o\~A'pi~0l;'rri'ijl'oJn~·i;ds.. ,Tlle .. I,(a~,:nll!~·ts',at .1~u.~t:'Jnql.rtlllralId'":p'rO\:,!t1~ti,, rl'coJu"
mendllt.io~s, OJi. \\'~rY.:!:r';1·efJu~sts,·lke:nslugofh\rentions,,·nn4'monetaty:,:n"~':fi~i:i ..

·'~'ASA,,:WAI-VER POLICY

X.:\8.A.',s .A.'~hJ)hli!it,r'ittorl~·.f:?~ll()\Yer~l tOl;Tant twC)(vpesof d~IllestiC\\'a'irer~~
Atlnt nc·e,\\':(i,~'cfsnr~·.th(lS€'.1!rant(1d·for. atl Yill\'(,~tIon '\Vhi~'h .niriy· h,e .J,nn(l:":np,l1~r
n •. 1:i veil- >('PI~t.ra(:t.Jrld:h;i<1 UllL.~\}~i.y,ers ':are .tho~e .grunt(>d.fnI'. j uyentipns ',i(l~llt,iJi'e~
nl?ur('lJOl't~dsul)seql}eJlttd ,tlw·start.·.Qf a t"oulruct•. 'The Allulinlstrawr·eillt"a:ls~:f
grunt ..forelr;u\\-·nive:r.l:l;

XAK\',S' ICn' ,~;111reeolmntllend,~I'l1nt ":of art advance \~aj'..cr UI}l£>,s,:·,
(1) A priuc~pai' purpo~eu~tll:e,('ontrnct istoer.eate. tleye' .•p.,o1'" ijnp.ro~·,e

})nl.{;} nets, proce:-;:-:C's,' or tn~thods whi'dl. are· intem.lcd . for "'~:'dIIHlp,el't;l:ll·:ll!?e
uy tll~g,eUf~!'ral11uLJlieft.thonoreor abroHfl, or wbid.! will!:..., requireu for such
UBe b;rgO\·ernIllt'ut:lln'gulatiolls; or

(~, .~ Vriu('iV:ilI,Hirposc'oflhe contract is forexplora.tionintn fjehl;.;\\-hlch
din1t:U,r('Olh:e'rn ·the, pUblic ,1H.'nlth. Vllulic ~lfety,,0r. public, wel~ur,E':o,r

0H the cuntru('t'isinaHel<lofsci(,llce or te~11110k~.;':X in whi<:h the:re'h!i!J
heen' Ijttle'R~gnifi("llutexfl~rit'II(,(>o.nt:-:idc of w?rk fundffiuy ·theGOYernUleut, '
orwhcl:'~ U~e GOY~rllHlt'nt hus,uepu·tlle -priD~il}al u~yelop{'rof thetield nr.u
theaNluis!tion or,exdu~ive,rj:;ht,:).llt the time of cOJltracting might c..'Onfer
on "lhe l'(')Jtnlt'tnrn l'rcft·rr,.·d Of domlnant position.: ,or

(4), the scrvkes of the ,contrnctor are forU:e-opetationaf ,a (jon'rn·
me~lt~o\\'nNI re~earchor llroducHon fa<.:i1ity or for coorUiuj,ting and liir~t·

illg ,lll~ work"",rct,Jwr: _ . '. . . . ......' .. ' . ". . '. '" '
To:re~,()JllilleBlI au ad\·-<ll)'e~\·niyer.thelen must nlso,fintl thuttl1e work ('al1pd

forUiuler tile, (:ontral·th~ tol:~~BtlllP()nexistingkno\\'ledge,orte("hnl)lo~:,:·:,is tQ
develop i.nf(;'rmntlon. :ttfodm:ts.'j')rOC(>ssC3. oruletbo<!s.for. l~se. b.r Piet:o\~e"rn.
wC'nt ;pnd i'i ina,field' ofteehuol:og:yf.u whil'h the c~np~~;.~tor11,1l:S ,t!c(:i~irt,~(~ t~h.

ni<'alc(JUJl~ten('e'dir(;,'cny r{'hl,~ed,'to un nreain wl'~"cp'ttr~ coIltrll,c,to'r .h~S;iII

t'stn.hlish~:,uo~~overn;(lJe.11 t~l,commen'lal 1)081 ti(Jn~ Tt.'ese· criteria are'. Fres{'ribE'd
by th~I'r('~.id(-'nt,lal,:\Ifm(}rt111dmll,andSt."lteluent. '. .,' ':,',,''-~:' ." . ". ".• ', .

~Af)A'B: ',Fatelit,-W81ver~e~J~~ions, alsotp_helnto n~~u,~t the.llexc~ptional
ci,r:cumst~nc~sU and. l,'speciulsltu'citlons" pl"fl~lsions of the Presh:1en~al :\Iem():o
rs.~dumand"Statement~

F?xu.IllPl¢s ofexcePtlOIl~l" circmn&,ta,i!cesrec()gnlzed by. NASA lnclride' :,-'.a, C?ri.
tr-actwhere partl.c,ipntion of, the ,~Olltril.ct.)r'ID,ny'onlybe.~ee~,red~r().u&,ll,th~
grulltof' w~iyer'aUd, the. contractor Js deemed 'esse-!1tia1 to a· N';ASA ,prograrn;a

ADVANCE WAIVEns
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, mnirn'rt haYlni' 'RR' a prJnrlpal ohJl'Ct!Y~ th~ .ppll~liil,,;; of n~rosJlflcp.rel.i~d"
tN>hnololt1 I" olh~r II"". fn a('COrdan"" wllh an ~slabn.bro XAHA leebnology ap­
1)~h~t~()Q:,Hr~ram-"nnd',w,h':~:the:~rn.l}t0t..the.wnh·~r,~~·onl~D1~'l~rh~l~y,ntl,:~,~('e
t~,hf ohj~.tly.,,:,:,t:)l\:ncool~tu,pre,~IHlen.v()r.W~'(lrcJh,~r,oQtra,('t~ll~.tilr,ll,~,I~lH6..,
...nJ)t('O~trUI:iltl0I'1{J~, :fuU'4,~,~}~, •.ul,~:.oon,tr~(·t~r ti> ,V~_~~·.orkto,'~.l~~(~t~~d.

Alao. In the case of an InrllYldllallnvcntlon Id~nUft~d prior to contract ~x""n­

Uon;.'('.x,(-ep,t'I(iQ~ll,t·I,r<:H:llIR,.~n,n:c'~,m,~y."he J,C!und,. (l-~' Wh.el',e.'l\~~,I,"(>r iR,n m'ee~:r1
Jn~e~ltlve::·to',('lJ.l~ f~)l~tb· -,rls~ 'cl1pitn1 l1~dexpelt"dlt~r~~,to,brl.Q~,.thp I-~:~e.J:ltI9ptf) ,
f(le,llo.i,rlt:"of:nrtf~tJf~"','or>C()nml~r,dnl fijmJJcll-tlon:,~n~" ,(2) ,~~,her~,~itb~r,t-fle',: c~tl~'
trri<'lor hR'; ..tilhll.bro ,substantial equities at his own expense In the deYelop­
J,nrl1~':{If. tile',lnvpnt~oti"o~~ ,~:~~:,Kr~n~:f)r:.11n'.~dvlfn~e\'(aiv~rw ill '.s~ g~:lfica nt~y
ad...n.. ayallabillty ,of the lnwntlori to the J:eneral.pubUc. '

~,~nlnpl~~' ~t':,f3I~lll:l '81~'11~ t-i~~1J .-'Inell1d~ :.~; .. ~~,,;I, "f,or~ed,-'<'omt>nJ1Y "I1'a,~,hi;' ,~'
defluite,:'pro~ra,ln',totestabUa~lln~a:'!1?,Q~()'v~·l'nnl'e,ntalJ~?m,mpl'ell.ll ...·pp!;lti()n.,ili...t-~e
n~Id'g,f' 1:11P .l'OI)~rn('tnr, it .:(lfr,Pttl~· rehlt~{r,t t~n; .an· eRt~blish'p~("'()lllP~ny: lac,kln~,
ft~· '~~tn~li-shed~n()n;g~wermnent~:l cnnl'm,e.rcin1,p()sitlfll7-- in, tile ne,Ic,1: or .·~li~ ..·c0rltra('t
o,r ,a:dJ'reetlr rt-~atMtlel,d.''btl,t.~ilvhlg:~flhrblfspenphinRan(:t-P~Ogr:3nl~for:n-c~i~y..
fn~ sueba"po!3fnnn f .. (HId" ,~n ..~cIu('ati()nll-t.· ,or. u()t1profit. ins:tl~\lt:i~n,:ha,'~in,g',nri'e~t~~
Usll~" pnteIlt,'pol1ey ,i1~,4,n':~.. 'effect~v~,~ro:~ri)(ll,for,nr(J'llil'lrig .. rights,' to, i~ven~io~~'
niidJ:)rin'p:.I},:t t-he' resl.llts.ot such,Inventions: tp.-eoinmerei'nltl,pplicn:titin. by i ts~lf, or·
through olbers. - ,

For calendar yeilrs Ill;;!! throngh I!l78. XASA recelYe,1 llOG petltion~ tor advance
wal \"er~.' '71J~, ~,d'm,~!lj8trn~.9r:'#tI'nnt:e4'.~163'": C()nlr:actors' rE'J}?rte,d~Jfl':itl,Y('tlt-IoPS';tll"
('ln~s~,s 'o(Jnv{l,ntloIis ' (t)n '\"bich,'tIieY'i'~~enctedt:o'file ·Ptl~entllpPlh.,atlons,tl1nder"
these contracts~ -- , ".. "'" . -' " .' . , '

'ISOn-IDUAL" WAI,·E-RS
':. ,.' ',," ,-", ":,,,', ' __ '.,,', ,':,', ':-'-".' ","':,-",' " ''-:, ,,',,-,,-" ' .. " '" ", ,,", ;",' ',' : ",'c, ",-',. ':.:', :" __ "- . ,',,'

XASAs leB will recommend !(rant of a waiver after Identification and'report-
inKwherethe,Ho;lT(]'II1nk~~i.UlefoU:~~tili'g;fi,~{~Jng~::.. '" . ..,' ..,",":'"

(1 ).TJle, i~l\·ent.lon.is,'.n()t.:d(re«!tlrr;el:tfe:<I,'-tQ, ,11,' $c:lyern:tl1'e~.f.al ..P't.{)~ll~:.,f;;,~
~~e-atlng. Ae:\:elO:Pfp~; ()r.iUlpr,o\"In~ productsl ..p~ocesses. or 'nl'ethods. f-?T l!'~.~,.:~¥:;~;t9,¢.
generalpubhe~t'.hom'e:·ortlbro.at1;.' , . .:', ": .. ,.' '.' "'. "::-". .... .... >,' :" ,';'~'<.','

{2:),., T.ile ilW~Jlt,ionj:i ~1~,tJik('I~' .~n·})e •.r:e9ulrpcl.-lIX ~o.,-,eEPt~I~lilat reAJll~lfi-r,n~
forll,~e l~y,th~e,~e-P'i'r-~lp~bqc'a.t.hoine.:()r:~brbn.d',- • ", :. ,"" .. c,'

(~n ,rhe,lnyentiond{)eRn'O~',Qireetly'concern ·thepu:blic <w~lfJlre;

(4)Th~ hn'enHqn, i~ n()tin'O' ,fieldof~t:i£'l1ce Qr,t('('hl101()~'ill:'lybich th~r~
)lfilO; .. heen Jittl€' Sih'11it1~~nt,gxperienl'e0lltside, .of'workfundedhy ,the Goyern·
ment. 9r~\'het~.the.G()v~,rrlm~pthn$ge~l1,t~eprincipal de",eloper 'ort~e.~~hl
ll:n(1 (heaequisiFou. qf~,:X:~Iusi.~e."rig-ll!~J~:th'e ·.in venHonwould not likekvco~fer
on thE' IWUtionf".r,apJ"e.rpr'red'ordoInin:l1itpo~ition.. .... .. ."

The RORrd Illus.t.also find ,that. in¥:lew,()f the, petitioner's plans to'bring
thf'lnYention to· the point ofprnetirRI 'uppliration. thpincpnti'\"pspro¥idPrl hy
wnin~r will increasethe,'lilielib(}()d that,thebenefits of the invention would'be
re:Hl,il:y 3,·nilnhle tothrI}11hH~,nt~Ilel\rlrdl)'.te:~

If the Ro~rd.islmabletomn:,ke one of'tlle fOlir findings to' Rupport.a:wai\-er.
thp Hoard rnny stlnreeornm~n(l tlJnt wt:tiYRt'of r:ig-htsbe ,gtjlnted by .the_~d­

ministTator If it flnd·!';' that R-11~h wflj,\"'{lr I~ anere~saryincpnti\·€, to call forth
'ri~~'capital amI, E'XPE'Jlqiturp!-l to hrin,::, the i'n,~(>ntion to,the point of pt:adital
npplication. or ,thilttl1eG?vernment's contribution to the im'ention is small
comllnroo to thato:f the,contractor.

XARA rontrl\rtorR reportfd31.,357 inT"t'mtlonsto tbe n~ency forealenda.r',Y~ar'9:
In:-,fl thron.t:h lBiR TJ~('-yrPflup~too1.3~6 \Ynt.",('-r~-nnd the .~dmjnl~tratorgrnnted

1.035. :Ah,out 3 percent of the inventionsreporteq were wai'\"oo.

PATE~T·l.!TIUZ.-\.Tm::'i

XA~A hplipxes tf,at, one 'of HRobJec-tin~~lnldf:"r lhp,Sp11cp·. A.('tI~ Jo'enl".ttTl('E'
thp, IN1(1er~dljp·o,r Jh~:VniJpdStatrs)n nprcmantlC':t1 :nnd ~lHl(,pneth'i!iPR lln~

mak(" tlw' :rp~l1lt~ Qf ,·tI1'P.~i?' ,~{"tiyitleR ~',\"aJI::tbl(> ~q.:the-'pnhli('~ 'I'l\ng... "ASA ,'h.~~'
intple:ment(>d·.,~nriolls,pr~~rnn'ls....to.· promot-~'Jlle. ('mTlmerdnl.df",·elnPlh'~nt ·t¥~ld
lltilizntlon of nertinnu,firnlnnd: space tprhnolo!(\·:.XA~A~nl(lir~.pnt(Jllt'p..,l~d{f'.{

mid tlJ,"'()~l':d.li.l"{'s hl1"{\ h~t"Il' nrlopteo' to flU~nlPI)tt1t(,H~proJtrpms ondit5;d{l{"IsiorS'~'
I:t:':mrrHng t1ie nllw'ntion aml utilization of llnt~nt rightsare-made- with e.,,'!?
objetUve'in nJin<L '



P~\T£ST,·.·l;T·l'L(iAho*·l~ICf;'~K[~a:

c...'S;iS'A1~,':(Ir~~'~alq ,:'fot, ,'u~IHdl1~'~·l,~\~~rt;f(}'h8:,ttf":~hi.c'~" It.t~n~, ,. ~C~~lJI'f¢'d:',.tftl~;,tR
Itl1,~(.d:· J)11'S~·tII,m :105"o,r· ,th:e 'B(~nce'j\ct itntJ.ls:, hllPIt'm{\tl(~thy:~A~t\'.. ,Ha:tp~t
J~I(·,·nsi~l~,,'},~(I,",:,,:uhiJi(':ilS (14 ·(.'.}',R•. 1:!4;;.2)'•. n~!Ul 119lH:'xclw;l\'e ·tliid .exdusl\·~

li("eu~~,~:r(l'A~:#ilahle~" ..... , .. ",', , ,:.,'
Ip: onl~lr,·,"to h:wute pr()~J~'H\~e Uce.n~,l.'t's\\~h{),lYll,nt to {~6Inn~ereinli~<;:JlnfllH'n~

tlt:ln,~)~~.~SA'~lsP-~ n:' .,·tlrWtrut:IUi),t~J:o'ls· to". l}jf(Jr~H i:tIEillll:IJI,ir;, 'n!.} t,~. ~C(.·,htl0M~~'
'n:'~'llil:l,hle' fi.r. U("t>I1.sJn,z. 'AhxtFll:tt~',Qf' t,lle u~I'iltY)~ jn\~pntjtnl~ A!','JK·nr,in-!tR·IHIJ1;"
,H(~l,l U(Ju~. .~\(j(}1J Ipnn11):•.,SA:~~\:,h~y~~tll,'IIS.. :1 \'U nill)l~, for Iit"(~IH,il':; a r~: ,i},.~ted .. in
the V~·~l'rt,ll.n~giH~s~tU~d,ih~'OHi,~i~IIAJnzdt~.<}r,tbe- £:.8, PIl,te-ut m,lt! Tra~eluurk
om""." ,

-rJleXaJlurrn,1 T('Chnh'l)l, Informnl,io,t1'S('n"lct:', nls!") .pur ",~ ~h(>K·3 wrekJt Jon,rnn,t
Nlt"ltJ(>'(l ~"(:;lt\"{'rl;nll~Jl~' ,~~l \·t'nt1nu,~,f(H:-, '~.,i<;eI!Sill~~·: Whkh,I\" ',llltl~ ~,ASA 'n,r.~tt~,l'r,~

mid :11, Ctln~ltl.L!' .i.rlJ(I,r,nl~ition. ,X:\.:{A- '}oII"j,(.lJh~l,t:i t·.. h~,':i, .Il~)~ bt~;Il'. n 111.(' :t6 :ide:ll~,I'~y: 'or
r('lil te{ni.r"ll~~u~ill~'ll,~(iill ~jt~sr.llr u gl'llYJ' U,W.IH~,~hf\':~·11tli"ll~" t.? t,h!"~~rIX J.iJilr,lln,t"
X,:t'~A .nlso ~11(lr(hol(ls,llm,LI.);Irt-idllat('~hl'11(X'nslfl~,(~nf~~rP1Hl(,:i:nll(Iwo~k!'ihnpR
utld It~'lluln:-t,riuIA'IIpilcIIt iOUry'~'('-nt~r;';tll:~sf:VIJu~lteltptllnl',strliet:o( o( Jllvel,iUoas:
U,"uU:Shlt":.· ff)r,,:lit,t'lj~i:ll~ .. nnd, illformnntlu -' pn'.how,to,{)lltnifl.li'(·I,~,U~:·:$; ",' ... , .'

X.\~.\ ,il~OnlfJt.{'~ 119UeX(:1n:-;i.ye 'H.(-("nsr~t>; .lJllt:llln~r",J:t:,I,ht:, ('x(;lu~l\"e :.llr~·I:I!'O("~-1f .It
(,l('tt':.rn~I-n~~s" I, Il;lt 'lh.<'~'IiY(,"t ~(HJ':;ls not:,lik,t':lx .. It.'" hehrou~l~,~,tu .(itllP~~W,r~~-In 11 ~flt.i.Hn
ul:H,It>r' nlloll~,'X,chl!-lI,~(· ·.llc('n,!",~ ..nr" h)', Jlirt~I('r .9m·f'rUu,i,('ut,: (mid i,m~.on.(l',Oll,tt, '. t he
l~x,t'll1~J\;{'!:li("1;!'u~ ,wi 1.1 pr(J\'h1(·,~'th,e ,'IH.>(~~,~I, r~· .,r1:iJ{;'l·ul,tltn,f,:,t9:,~t'hle,\"e <,{'vIUrtn~rC"i111
\1~t~,O( ,nw. ht\~('nt-i,()n•... SA~I,I:.:~ norhHlll~':;(hK"H IU.,t r~lulrc .. rO~~llHI,~H, for' a, I.<..lrj~
(ixtlusln":Ut't'flse but lJin}"f(}l";ul.'exel,tl~,h~~:lkense~: '

J?9:~ri~::-'~~8I:Nq'

Each appUcalion for a doniesUc Ueen"" Is InlUally rerl"wed In NASA's Office
of'gener,(l-r,::~.o1J-n~el.;~,~:t]1~:u:ppllc:nH~JJ:'C9n.for-IIl!i:,to,'the'J;'epJiil:tit?~I:~'qri&"tli,:~i~t1,s-¢­
requested appellrs appropriate, the appllcaUOllls fox:warded to the Inre1lJiona and
~"HlltrfhUliOli,l'4'. }~rlltn'I~, -:'I;fH'" Il·n·:,r(~~f';I,jl:IUI,"I,(ts··'tt): ',ttiP :~-\(I,l~1iIli ~lrn~:j)... \\1-l(.tllt'T,.· a
110uexcluslre or exc1ush'e lIeen"" shOUld be grnnted and any t,erms and con·
clitlons of the lleense. ' ' ,

If:Jl'd-eteriJJI11~;tl,{jll,1a ··B]llde:t~"~~lnt':n>Ilone,~(Jlusi1""e,:lleens'f!.·~,~~:,t~,r:tnS"~nd ·:coD •

dltlona are negollated hy tile Olli"", or Generai Counsel'If 'the determination is
" •••• If~, loJ.{,raut all't·xi'J n~i'\'f' H('i~II~;,no~ke{.flhi~.illt("lIt.JI,hmgwith'Jll~ ilh·ut.uk:I~.

IIUn ;If .~ht' .in \'f'!J} 1111l".lI('(Hls.";~nJul::-J)I~(~j:,lltt·rllls,a,lul.I'(Wditipns... l'-~t •... p.nl)li::;~lt·(I,'iu
tile ,'ederal Register. The exclusive !ieen"" wlll he ~ranted unless. within 3Q days
of the .t~oti~. ,a'6tntelllentt9',r~lYedJrom--:mJ'.- perS<)n,;~ettll1g'ff)rth: refl,sons. Wb-,.
j tWfH11tlllllf IlPin:rl'mfufJ'XPl-tt, Ilfthe,rllitt':(I~t:1lp~fOl!:..ant. Uiepropn:'PfJ lic(?,m-:t·.
or an appHcatlon forti 'D()Dexcluslvelicense i13refCi.-e(}.,whicb states: that the in·
n'lItioll Is hkt-I>'lo Iw IirHlI~htt,u I'Wl'tit'al uIH,lieutioll willliuure.llsollublt·l}(·riod
of time.

~-\",of DWf'fHlt('r. ~1"ln7S"X~\K\ hnll ~:I1 n('i'll~f'S in for(~(':on 1:t.'l of I!~:t:iE?
<1om(lsttc patents. nnd, appUeations, Xine of these l1c~nses,wereexclu9i\'e.u~1242
IlOnexclusi-re,. '. ..... " . . ,,";. .... ". . • .' .,-

XASA negotiates a specific date fo", comme."lalizatlon with Its llcense<'s and
rE'fJuires tIlat the invention, bE!prncticed for the ~ermof the Hcens7• \"blchusunU.r
is l(lss thantbe term of. the pn.t~nt, Ij('("B-sei'8,lIre required to report nnnnally,on
theJrIJro~rpssin eomII}€,rclallzlng the'jnv('nUou:s, NASA recently Inqui,r()d nOOnt
comme-rdallznUonetrorts oftts 24,2 non('~clusJYellcenSfl-Cs; 138o}"5t'flPttPnt
respOnde-d. Filty. or Rbout 20pec(>nt otthe total licensees.reportE'(1 tlit"y were
llUtsu-Jng de\·elopmentsiJd roarke-Unge-frorts.

'FOB.EIGY .LlCE:"i6INO

"T,fl'\"entions on whichrJASA ohtnlnro pnte,nt~ lIl~oreJ;tl:,¢Otllltrle~'n~a'f'Anable
for llcenJtinglI1lho~\~t,lt1tri(IS, NAR~'s torf'lgnlJcensirif( ,opj("Ctlr~s nrc,.Jofurtf.nr
the :ll1ter('~tRof V,S'~ ,hl<lU"str;f. enbance:r~s."ero:~omiclnterest$,au4 ~dvallce'·U~S.
lnternntlonal rplatlonshlps.

r;()r~i~;:lkp~!>ip~,.('nnhe',,~ttl1'er ('Xc11Hdve,'o:r'nqn~x'«;,ln~I'fP:..Jn'1{rantln~ ,forc-'Iin
1l,('em~(,9.' Jlre~t"r~l1r(>ls J:iyeJ1'to tIle nnplktl J1t: ,,~b,ll, hn~p~e,\iOHS1~h~ll.~rnJlt~
n:.II('e'nf:.p forth£> ·In'',euUo.nfn·.fh~,""nlted $t~t('s~,X-ASA·.reqnlrE-~,ro:r'altlesor .some
other ~mlollde,r~t,lon:u.~'l(lr,nll'for('lgnlkfnf:.~~.
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As 'ot )JeeerobeT 31, 1078, NASA had ~87:tbr~lgn' pIItents on 18-1lnvention~,
F1tty-nlr.9'were licensed exeJul!lvely to 711censees. ' ,

P~;:~_~~~~~l0~-~~~~:,:,.",,_,:, ,c',:-'::""':
Where NASA waives 'properly rights to In'ventlons made nnde,r Its, eontracts,

th:e In....et,ftl()ngfll:l,dG~mtrll)ll,n~n_s_ 'ttl'urcl ~rIQdhmll_~~Dlonltors t~e_"oafh·rr£>.d.,,.,,
lents. 'l'hrollgh 1917 NASA 'valved rIghts to l;<l411-lm'ent!oas, bill. Ruhseqnently
voIded 2G8 of these, 1'CASA said that 103 or about 18,5 pereent ot its waived
ln~entlo·ns",ere_\~tl,JI.z(>(!:or,~()m~ler~i8l1z_~~':,,::_,'. "."', -;,':','-, >'" _,' :,,' _.,":,

: Xio\,S;\~R,-(lnJ;t-_:o~ '-,fj~:l' In_"e'ntfn;r~~'-will\T(}' 11r1orJ'o. '1,,!l't5., ~Jl?},"l'(l:':'~~'--ln -11;P..,' ~tl,-a
CqJjUnercl~1,_ptQCe~t_p~Q~lJ'~~1_6r'~rylc~,_::lu_,tuUi" d,~,~loped::wlth·_'Governm_e~t.
use.; nl,11ti~:e,r(}~:!eJ?Pl1len,t:,';'Q8nVl;l:lJ~~I¢':,fQr'·n('~~S1p~:;, 228:, "~ftIl?ut ~c.tlve,cow"
~ercJ~~f~,nttotl:?t:l~.~~n'sl.n,~:et't'f)rt~; lln{~'37o11f:ol;et~ ... ,·,:"",: ,,' :,"'" ,,' ,':

Waiver rec'lrMnta repiJrtNI that lhe 15 fuUy 'leveloped Im'enUnns were ,rMdy
for eommerclal use, but they had found only Government use In additIon to
XASA's use. ' ,,' "

)I:~t: o,f"the'91 i,n~~nn()ns lmfl,er <1~velopmerit·w~r:,e"lJef~:r:~cy~Jf)Pf(lpy" 'tbe
~ll,~ter reclpt~,nt.'W,herede\"~I~'prnent:'\\·tlS"h~i~J'd()l1e IlY.Jlcen~e~,~ th~ tn ~en:tion8
te~u~~ed'nrlInnIilY.fr()rn -, 11 rrl"crRi t)",n,Ji~' -n.nnprofit::'rCS(lnr('~,o n:,n-~lzrrt ions..

':(:he..only~n:ort b~l~g,uJldert~ ~~n ,rotqs .fn..,,:~n:~Jptis',w.~s.:t~,'~~Jl:'1l::J,i:('~n8~.:\rn:~y
fjl,tte,s:P.': l.n,~en_tfori8 ,'res~'lJ,~,fro,m "u,nJ,ver~lti~s:' "alld':r~s~:lrch orgutll':?atlous' ,\,hic.1:t
(),(cl'~~ot .IJHY~' 'Jlnut1.fn{'lllrlnf~ F:ill:,lI'li,iit:.\' J,ll.:XCllilP: 1':I:-'("~ ,",·hr:.rfJ:tl,):'?' '"\vrih:(.r: t(>eiri~Jlt
W8'8,.O, .."rphnUfll~~\lrer. J~'e, ,1p'rentlonw~s,r~.por~ed,,~~'¥l~t;,61lt~de"o.t Jt,s bus! nes.i
o~'jl)nnuttlctl1rlJn~'flctlvft.)"." .'.'," .. ,:.',',. :. ,:".:,,:' ': '..,:' ,,;',',,'

~~.\~.\.. f~iie~jj"t:,tl)~ .. 2~H. 'i,~Yf)ntIOll~""wlJ hn.:lIt., .(;'Omrn~r('~lllfi3tl,o~or'lJl'PTl:~'ln~
act!,"ity,~.ny .. hn"v~:ri()rp,e utllJt-~. "The·n~en~y~,~?n-e\"~r.,n~l-rIh'it~,(lt ~lJ\ ln~k: (If,lnl(>r.
t:~-t:iil,the.f;f!:t~"tl1e,f()ll,owl.n~::nO:~l~rn(>~latl1t'('d',or,·mnr~e~ :~'rtV~ntIfm,~ t90.CO,8:t:1"
to")(le\"{ii9n":,',Il,l'\:'~fl:(t~ll:~;:n()t(~ost,t:()lilp~t-!ti\·e::t~h'Il:0'J'Jity ..·t<K!:s()phtst~('n:te,4':;Jn:l:Pli.~t·,
t!>i>.~n)f1Jlf(}",~11_S'frfS:::,J1.rf)(lm~tlnn: .... ,rllTl'~,lillgl1~t .. ri,"~,Uahlt~; .. 'lind' -iin':cntlrih" .. ·~he:1ye.d'" '.
lud,·fluitely,b""nn," at other priorIties, \

.1'hlr~y.~~,eYfh: fri"pnt1(jris' were. ohl:iolf"t~.:be('fin~ (l ),,:otheror hettel"- pr~.I'~tI:('t~ ,:'!,J1d
method. were a,'ailnhle; (2) they were superseded hy olher teehnology; (3)
they were not eompntible with present 'systems; or (4) the stnte-of-the,art-hnd:,-
passed tbe.m by. ~, .,

:.rABC.n~IN 'RIGHTS'" .. . X
XASA. ineluc]<,s march~tn rf~ht:s:lr(h:R 'w-nI~.l'r,'iiJ,Rtl"'pnl(>nt. !llP: Admrni~trat~r.

l'e~er\'ps the rI~ht.t<)"r(>qJl~retllj~,~antingof a l:10nt~:tcllJsi~eore-:tt:lllsl~e 1icgns~

for. tlJe prn'~ll('~' .()tthttlllvrntjoD :.. .. ' """ "" ,',','_",',,', ..... .. ,,""'::-"'" ','
,. <p pnles5,. \':ithin 3 yell fSfi fter t hellatent ,i~Jssu,e~. UH"~ni ~':e~ r~e1pn..'nt'

hn$· fak(>neffe<'t1~e st('p~ to hrin~ •thel;I1.\'eI""!Hon· to :th~,polnt9fcommeITia I
npl)lirntion and·.. then'nfter continues to make its' b{'nefit'l rE'fisonahly. ucces-
sihlpto.the puhllc. or . ' .... : .'

(~) rnle~'I;, wJthin 3.r,t:>nrR nft{>r"th~J)nt(>n,.e.'i~:i~5tJ~d. the~lli\"('r rec:i'Jll.erit
bfts tnkf>n erre<:tlt'e l't£·ps tomnke' BUl'~ pntentt\-raHabJe fo-r Hcensing'on
terms that nr~ ren~qrmhle.,or . . •... '... ' ... ..'. . ' ~

(3) AR may r,-e npfirOllrint~ to~ntrnfy~ovpr.nmp,ntnt r{'~ll~ti()n forpnh1it!
l1~e orfls may be necessary to fulfill hl)illth or S3 lets nt'\~~~ or otlwr public
purposes,

IHllh·i' the tC'I"nlS0t' tl1e wilhE'rlnstrurnent thE?'rc-('JIli~n:tng1'e:E's.If reqlle~ff"t1
hYXA~..\ ..·to ntoyille n writtt'n TPport,lo nl(·l:t~(,JH':;\·JIOf,mnrp()ftrl1 ,thnn nnllU~Hy

fln thf'> ('ormnerctlll use of th~ ID':('ntloo. XA8Ae\'nlt1at{'~tlw~("rt'pOrls to nRc~r~

tnh),('onlpUanf'(> wIth ('!"lJlIUtionsnt tho:> ,.Yniy('r~ : ... .... . . ' .'
XA,SA,hos notenfon'.oo its "mnrrh..In··,.ri~hts' by q,lrecfhlJtwnl ~-e.rr~lpf(lnt3

to H(,(~l1~.()tlw~ .nnder UI{'(·OfHIHi,mis. f.:}'le(·Iflfd' In't-I~p w::I'iv:rT in~t~um(~nt; l'ather.
wlJt;'n ,~h(lr('Clplpntd()(>s.not comply ,,"tfhr('-(}ulrell1l?uts. the wniv(>t·, is.,"oided '':ImI
tftleto.th('.hl\·pntlon is (nkf'u ha('kh.rNA~A~'The:'1q.'·,('ntiont'h(,JL:,i~lnn~I~,R,·an~

n,ileffjr, 'If('(>u~!n.~to~~Ird pa rUf"~, n~Hlf'r, thf'n.cvncy·R ll.cpn~h~~'t'(\~ll:1n'tion~; ()ll
TlPcf·mhpt:-U .,1nT7'.XA:~A hnc1 "t;llll('cl ~!'i"q: ,~-r,tlir{>~~. All or tll(>~P: ~;f'r~'~()lnntl,\rY'

em t.h~ :fifirtof ,thp~'nll"('r r~lfli'put.~A.~.\,~aJdJhnt,Dililtof,the wnl~('rsw,{>re
TOhl(lo,~.r't th(\.rMu(>~t.·ntth.fl'r~lp.l('I'"!~nnd'notfor failure to comply .~Jth..'·~m3~h.
In'''prm'i~~ori~ln.·tll{> WllI,oerlnst-nlmento-,'

Senator BAYIT. Onr nl'xt, witnl'$(>.!; are a panel of \yitne!'-0l's in the
nrl'1\ of health re~ellrch: Dl·. T.Rlnnd C_ Clark, Jr.; Dr. Hedor F.
DeLuca; and Dr. H. Donald Putney.
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TESTIMONY O:F DR,REQTOR F.DELUCAi CfM,oI1tl\IArt. :8rO·.C:atlIHS­
TRYDEPAR1'MENT,UNIVERSIT'10F wtscid1<tSIN,MApISON;DR.
LELANDC,CLARK. nt, PROFESSOR OFRESEARCRPl;DIATRlCS,
C}{I];])REU'S HOSPITAL RESEARCH FOUNPATION, •. CINCINN'ATI,
OHIO :M;R.R.D01iALD PUTNEY, SENI0:RVICEPRESIDJ;:NT, THE
:FOX CHASE CANCER CENTER,PHILADELPHIA,PA.

~lr. DELre", Thankyoll vcrY IllllCh. ~lr. ChainrJnn.
It, is a)!I'ent pJpa",rc to sp"ak on behalf of Senatc bill So. 414

-dedicRted to Ihe mfiXilflllm III ilization of scientific inforll1ation gen­
ernteclfroll1 fec1crnll~' sllpported· gifts, grants, Imdcontl'llcts.

J:. am a rcci.pi<>nl of Goyel7lment snpport in th"health rl.'search area
lind have, throllgh my efforts nnd the efforts of my colleng'llcs,bei>n
able t:cgcnerate sonIc 23 (J.S. patents and 80 forci::rnpntenls. This
w()rk \\'fi~ Sllpp"rted ,\,itl) .i comhination offnnds from th,e1Jnivcp;jty
of WisCOJ1siu anel U.S. Gtn;ertlmenlgl'llntll, primarily from theDe-
partmcnli>fHc.alth, Educntion, aml.WcIfarc_ . .. •.... ".

In addition. I hn"~ hnd tho experience of dl'aling' with the Xationll.1
Institutes of n.enlt It on n cl\se-hy,cllse hasis for permission to file llnd
assign patents to the nonprofit organization,Wisconsill Alnmni Re-

, '-""~: ... - , . '" :.

• Dr. J..eland b. Clark, Jr., tec,;iveda Ph. D. from the 'University of
floehesrer in l!H4 lind hnspubhshed nearly :IOO:Scientific papets and
I~ nuthor or coanthor of a number of patents. lIe IS curri>ntly professor
<)f :rcscarch pediatrics at the ChiMreu's Hospita] Research Foun<la·
tion, in the Cincinnati Colle!!e of :lledicine. Cincinnati. Ohio. Dr.
Clark iswelI-lnlO,,"n for his iln'chtion. tim Clark electrode, which is

.uscd worldwide for measuring oxYWn in hloo<l. l'!reams n.nd· ri\'erl>,
n.nd food J?roduds. !le also ~ll\'ente(! t h" first hllbhle.defo~m Iw:u1:
lung mrtchme and pIOneered ItS nl>ll In some' of the firnt alllmal and
humnn opcn-lwllr.t. sUI'gery. . ..'

Dl'. JIed01' F. neLII<'a il> ihe chail"Tnan of the Biochemistr~'Depart.­
ment of thc Uni\'er~it.\,of "'il>C.<lnsin in :lTadison, "'il>: He. is an honOr!>
....raduato of the Fni",-rsitv of Colorado and recci"NI Ii Ph. D. in
biochcmistrv from'the Fni;'er~itYof Wisconsin. Dr, DeLuc:\ 'has Iwen
i!\\'oh'NI iil'a n111uher of importa·nt. di~covel'iel> in the'!'!el.] of ,'iiamins
and their eli!'ct on the human metaholi,,;n. nr. DeLnca il> also uc,litecl
with m·e.!' :JaO puhli,-ations in his fiehl of cxpertim. . . . .

Mr. H. Donnl,l Pnt'rwy il> n gmduate of Ihe nui,'er"it\' of Kan<as
nncl is prel'enlh' s,,,,,,ing'nll thc senior Vlec presi,]ent of tlie Fox Chase
Cancer Center In Philadell}hia. Pn. :llr,.Pllt ne:: hns lwen ,'cr~'i!l\'oivcc1
\yith cancer I'el'enrch nt the center all'] WI\H J:in<] enOll:!h.to fill in for

. his collengue. Dr. Barnch S. Blmnbcrir, who was unahle to .attend
torlnv's he'lll'inr.:. .... .' . .

Senator ih1·IT. "'c nppreciate it, doctors, that.you nre'~ith us
today, I ha,'e no preff'rencc as to who shall speak first. .

~fr. PI"rXEY. I might sng{!cst, :Ifl'. Chairman, that since ·Dr.
DeT~nclt has a pla1le to cntoh this aftel7loon .. he he fi·""t to lp,,,l'off.

Scnator B.'VIT. That is the most practical protocol I have heard in
a long timc. [Lnllghter.] .
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ml'thod of [lrl'paration, and by carrying out the Food and Drug Ad-
ministrationrl'quired toxicology andtl'sting. '. . .

Thi,s resulted' in It product called Rocaltrol now' available to,·the
American public for treat.ment of debilitating and previously \mman­
aged bone disease caused by kidney failure. tn 1ar~e measure therefore
the }PA route r~suJt~d in an ~mportant new medical br.eakthr01!gh
avaIlable to the Amerl.ean pubhc 111 7 years, a rl'markably s.hort time
fbI' the de';-elopment of a dru~ under the American-FDA system.
. Most important, an in'dustrial company' was wiJIin~ to im-est its

time and fmids to develop thecoinpound. This eompound is now being
readicd for wide use in the treatment of a variety of bone diS('ases with
great prollli~e.Thus the American public, who invested their tax dol­
lars to support our research, will receive in return·the benefit of their
im'estment quickly by nsing the American patent system to its full
adnmbge. .

FurthermoJ'(', from the foreign filings we antidpl\te that the U.S.
"'ill rec.i\'e considerable income from royalties paid for use of Ame'ri­
can~de\'eloped teelmolo!!,y. The IPA has worked extreme'y well he­
tween the Uni\'ersitv of Wiseonsin and NTH and there are se\'eral
rcasons \vhv. I '~ould. like to enumerate these reasons.

(l) To·lieg'in with, tin inventor or re!;(>'lrch iin'e.<tiaator :oupportCll
by Federl\1 research !!,rants is not encouraged to develop.ne:'~,atldi)lOvel
patentahle ideas unless there is an instituliotiirr ngrerili&»t:t:hif,/;'-servcs
as an inducement for that inventor to concei\'e iihil'to'<iinJlge new
im'entions,

Fndcr (JO\'crnment ownership of· patent!;.,t.herc is no feedback of
funds to the institution Or to thc' inventor and tlms the inn'ntor i" de­
prived of an important inducement to concei\'e and develop inventions,
I belie\'c tbat without the IPA I wOllld not ha\'e been encouraged to
file any of the patent applications which are no.\\' re-stllting in clear
benefits to the .American populntion and to the United States in gen­
eral.

(2) Esppcially in the hcalth science field, industrial companies are
reluctant to inwst larp:e :,ums of money required to carry out the tests
needed for approval by the FDA for nnew therapeutic substance un­
lees their im'estment is protected from inyasion by othcr companies.

. It is of ('OJlsiflprnhlp. intprrst- to notpth:lt ,"prv f£'\\~ (;oH'l'nllll?-nt­
mYne,1 patents nre picke,1 up and d,,\'eloppti b~' i;Hhie.try as hns ])('en
<!pmonstrat"d h~' Seuators Bayh an,1 nnl". If, howe\'er. patpnt protppo
t ion is amila],]". the "ompaui"s are \villinl! to invest their fnnels to de­
n]np n IW'" suhotance for mark"t aT,,1 tre'ltment of ,Iis"ase, n necessary
st(·p fO'r the public to IX'nefit. from XITT-supporte<lresearch.

1:'1) 'Yh0n an im'entor fil"s anplicatione hoth in the l'nite<l Slah's
nnd fOJ·,pi"!11(,o~lntri~s. fOI'Pi~rJl-int1Hstl'i('~'lltili;~in:r .\HlPrirun tf·t·hnology
a"" fOIT",1 10 pa~' ro~'n1fi"o to the I-nite,1 Statee, thus p:idng an impor­
tapt hoost to the h:lln n('" of pn~'ment-<, .

Furth"l'IIHlre. it prm'i,le" an e'lunl opportnnit,\', if not au n,h'antag-e,
for OUI' "ompanies to ('(HlIpete with fOJ'('il!11 "ompani('s for the dewlop­
lIl<'nt of American inventions, If patents nl'e not filed hv an ill\'entor,
or nre fil",l onl\' in the rhit('<1 Stnte<;-ns with m04 (Jm'e;'nllwlit-owned
patents--fOlTii:!1I cOlllpanies cnn file ancillary patents, develop an in-
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V:ention 6n the basis of Amllticaj:). ~chn()logy and then reap benefits

ifo:J~~l~~,::~r~f~~e~;:::;i:i~~;~~~Y:1sll1!t.~:~;:g~~;~ft:1 ~ri:;;~
loser is, I submit, the American public.

A final point worth making is the qnestion of whether the support
of a scientist by a Federal grant mCllnS that the Federal Government
owns the iucas and concepts originated by thc scientist. It seelns to me

,that this may well be an invasion of human rights to hil:\·e lln agency
that supports the work of a scientist assume I)wnership of the scientist's
idllas. ' ,

This legislation would rightfully give bnck some of the ownership
to the inventor and his home llistitutioll, who can return the products
of his llwenti,:eness to support his continued work llnd the work of his
colleagues in thnt institution. This legislation is I believe extremely
important to individuals such as mysl-l£. and I feel it· is extremely im­
portant to the tal<payers who pay the bills in the first place.

)Iy last comment should, of course, mention that the IPA gives the
Federal Government ro~'alty-freeuse of the patents; and, furthernjore,
there arc march-in rights, as have ,been discussed. "

There is one additiohal point that perhaps needs high-lighting. That
i~ fhel'e is no rewlj.rd to a scholarly scielltist at a university for patllnts
1i!1ll], Therefore, he receives ilO credit i~ his ,quest funding for his re­
search based on patents. " , "

This means that if he gets no feedback ftom his patent efforts back
to his institution, there is no ,,'ay tlUlt he will be rewarded. Therefore,
tlH're nre II, number of inventions thnt no\'er sec the light of day. They
ar(\ never hIed. They nrc never pursued. ' '

This is something that is very hard to measure, but I am'sure it is
very reaJ.lf there is an1P.\ agreement with institutions, inventors will
want to proce~d with their patent applications. I think there is a de­
gr~e of innntiveness that really will bo tapped undcr this legislation.

Thank you.
Spnator IhYH. Thank J'ou very 'Il1u~h, Dr. Deluca.
Either Dr. Clark or Dr. Putncy? Do yuu likye a plane to catch?

Please go ahead.
Dr. CLARK. I fe~l in the mood to go ahead.
S,-nator !3.\YH. )Io\'e when the mood h.its you.
Ik CLAm;:. All right.
Thank you very much.
I feel honored and very pleased to be here. . .
I am here to give Illy response, to bill 414. I haw\ studied this bill

and ])clie\'e that it will fUl'ther im'ention in this country and it will,
also, facilitate cooperation between the academic and illliustrial world
by remo\'ing inhibitions on free and ensy communication of ideas
and findin?s.

A note auout where I am now.
The primary purpose of our nonproRt research institute is to do

resenreh and to help sick children. Incidcntal to doing this research,
inventions sometimes (lrise, an invention to help in the research or to
dil'~etlybenefit the children. ' '.... '

I happen to be at this particular institute because aoout 25 years
ago I brought my henrt/Illng machine there, avery simple kind of
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heart~ling,machine, which is still verywidel,Y l1~d. to see if we
could d~velop' the knowledge and the team ,to use It for open-heart
surgery m cluldren. . ...',

In the past 25 years In the course pursumg the Inventive process, I
have interfaced with uni"ersities, nonprofit institutions, l?atent law­
;rers, small busines;;, the 1'.8. Air Force. the NIH, an~ pnva~ fund­
Ing a«enCies. I can assure you that rules and regulatIOns whIch, are
incOlftliet with one lInother and which cause dOllbtabout the owner­
ship and disposition or the fruits of ~he brain, the intellectua.l prop­

,erty of creative peol"e, such conflictllJ<r rule . Slve and ,
chillih« effect . .' uc 1 c la . regulatIOns are extreme-/

cost y to deal with, involving, as ley often do Government and
private ,funding agenCies, patent attorney, university administrators
and the IIlventor.

Often the actual costs of nn invention and the patent itself pale to I
insignificance before these legal hassles and discussions about owner­~hip. There lire rntlny cases in unini'sities an.a,there al:" .one or two I
III ours-where the cost caused by the delay mdetermmmg mmer- l
shiP. far, exceeded the lIl()ney {); e.ffort P1!t into theinvc,ntiori itse~f. !or i
II. sCIentist the mnny hours dISSIpated In these complex negotiatIOns, '
arc distracting lind unproclllcti,·e. They turn off the crentin'i juices.
'111e nlltural flow of ideas and scientific experimmits is.disrnpted. Far
too much time of c~ellt!ve scientists is spen~}nprepriring gran,t con­
tracts and/or apphcatlOns, qnarterly, semIannual, lInnual, compre­
hensive, lind final reports and nonproductive paperwork. as it is. If
creati"itv and innontion are to be inereased the scientist/inventor
must hnve more freedom from distraction and more time in the library
and laboratory concentrating on science.

By clearly establishing ownership rights in advance. bill 414 would
lift this burden of snarled red tape resulting from the complicated
labyrinth of I'CWllations now in effect.

Remember the matter of ownership of an invention is usuully tho
first Sentence in lIny im'entor lmsiness agre~ment.
If I may say so, It is personally as frustratin .... to n scientist/inventor \

to see his invention set aside for prolonged c~nsideration or treated J
clumsily as it, is for n writer to have 11is 'Y01'ks j°.,«nored or bnnnedor all ,
artist to hiwe his paintings stored in the attic. I

BiJl414 clears the wny from the beginning of t.he idea to the in\"en~ , I
tion und to the innovation prOCCffi required, to benefit society.

There is a song now which I think Stcvio 'Yonder sings, which says:
"I can SC<l clearly now." ,

Bill 414 is an invi,g;oratin::r breath of fresh air, I think it docs clear
~he air. And. srenking- ns one iJwentor, ,it will bo n \"Cry happy day,
mdeed, when it becomes the law of the lrind.

Aside from science benefiting m'nnkind through inYentions, in terms
of instl'uments and chwices which help the sick, as Philip lIandler,
president of the Kational AC!l<lem~· of ~cienres, said only a ('onph' of
weeks agoo in testimony hefore the JIouso of R,·presentnti,·es. ::Ifarch 6,
ll}iD, "Science. itself is paced by ideas and iflstnmwntationo" ~o. the
encourag-ement:of instmrnentation has a way of leadiu!! the ti'c!lllO]O!!Y.

I want.to say thpre have be~n son:e, posi:h:e elr('r~s of this bill already.
It has lIlcrcased the attentIOn hemgo paal to tIle 1l1teUectual property

of nonprofit research institutes and the ways in ,yhieh work between
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industry and colleges can.be faciHtafed. i think thepilbiicity about
S:,'41:j, lias had a very positive effed from ,yhat I have heard lip Iintil
this point. . '. '.
If I can pause just a moment to illustrate a point with one of my

own inventions, the oxygen electrode, which I im'ented some 25 ye!ll's
ago,is a. perfect illllStra.tion of howa.n im'p.ntion intended to first,sol\'(~

a relatively smal! me~lic~1 proble~, that '0f, measuring oxy~~n in the
'heart/lung machme, wluch had Just bee•• llIvented and wluch most
people thought was a pretty crazy idea, anyway, spread, .This imien-

fi
tiolnl of measuring oxygen, spread to many o\he~ USCS)u).9,.~!,Yother
e (s. . .
The most recent art,ide about this, which I rend while on the plane

coming here, deals ,vith the prel'Cntion of hlindness and respiratory
and brain death or daI)1age in the newborn with an on-the-skin,~armed.
dock-type oxygen electrode. This electrode reads the ainount of oxy­
gell~lirec~ly in the ~rterialblood with a device which is sin1ply phl.ccd
on t.:e skm, much III the same way as a. stethoscope.. ..

Ox.ywrielectrodes Ii,re being wied right this ve~ m~nute,to judge
artllrlal oxygen blOod levels and pulmonary functIon III ol<.er Juul!­
disease ,patients, ca.neer and burn patients, and mally others. TIm elec­
trode ha;; been in spa.ce and is presl'!1tly finding wide nse in:illeilsuring
oxygen III streams of water supplIes to assess pollution.

:Thousands of sricnt ific papel'S and se"cmI books hnye be~n w'ritten
dcs~ribing ,its use )~ cell biolq,")', eanccr research, in eontrol\ng food
spOIlage, and so on. .
, IIl'nce. this simple device. ma<1e at first from a hit of /!Iass. a piece

of sih·er. and a ,rlatinuill wire-and I haye one ri/!ht here, whi~h I
will hold up; TIllS is one I made just before I came, It is a small picce
of /!lass tubin/!. with a platinum wire in it. One also requires a siker
wirr and a picpr of cellophane. . ' .

By pnttin/! this to;!;ether in a certain way and usin/! abattelT. with
this instrumcnt it is possible. to measure the oX~'gen in blood, in the air
in this room. or in this pitchcr of water in front of me.

The use of this elee/rode has prel'ented much mental retardation
and much death and lIgony in tlw worl<1.

'Vhat I show yon here' costs less thlln a dollar. probably less than
10 ('rllts. actually. By Ill(' time it. /!efs to commcrcial production. it
takes a forllllllOl'c like this and it is cOlihceted to a model'll elpdronic
instrnmcnt. Bnt by the time it is mass-produced and malic ayailable
to tIl(' public, it llIay cost. more like $100. And for /!ood reason, as we
slm II sec. ,

I ,,"onl,l now like to show how this electrode is an example of tbe
ways in which an inY(>ntor plnys a key role, often 1I. "ital rolc. in the
de,:elopment of an im"cntion.

"'hell this electrodl' was fil"t l]Pscrihed at a meetinl! of th(i newly
fOl'lll<'d SOI:icty for Artificial Intel1lal Or/!ans in 1!lan. thc fe,y OtllPF
inyesti!!ators prescnt ,vho were expcrimentinl! with other types of
heart Ihm!! machincs were wrv anxions to ha"e l1. sensor electrode. to
monit",· the ade'luacv of oxyienation of blood by their 11Ia"hines. I
made. a few oXYl!en electrodcs-cadl one was some,vhat ditfel'ent-and
sent thelll out. TIH'se WHe tcchnical pc(\ple who werc "asily able· to
connect hnttcries lind llIet~rs so as to use the electrode to meusure
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oxvgen tORUit their need~. Hut thl'Y would ofhm rim into problems,
er:tck "n'electrode or obtain a' ren(Iing which didtiot make ~nse, a,nd
eall mE,' for adviCe. It became evident to me that soO)ethmg wluell
worked llIegantlY for me; was nOt sf,' elegant or simple fot;, I>OmeOne
else and that, in any case, I did not care to' get into tl1(\ manufacture of
'small lots of electrodes with hand-tailored advice. This ShOWN! there
was a clear need fOI' a standardized commercially available ...lectrode
i!lstrunlent,bllt till>. m~rket appearel1 \'ery limited.

The director of the resc'lrch institute ,lid not think the electrode
was wOIt.h plitenting, hut had no objection to my doing so. I; how­
ewr, belie,\·e.d from the day I had the idea, mafle the fin;t electrpde,
and saw that it worked in both liquids and in ai'r, that it had enorm,~us

llotenti,:! and shonl,! be paten~. I I:ad J~nny fan,tasies that d!ly about
Its pos.slble uses: '\'\ a'ffimg deVICes III mmes, altitude hypoXIa wal:u- .
ing, monitoring surgical patients before; during, ,and n.fter anestheslfi,
measuring the metabolism of ceHs and tissues, preventing spoilag" of
food, controlling stream pollution, and so on. Most of these dreams
of mine came true and many more besides. The point is, as part of the
mental process which leads to an invl'ntion, the invl'utor often en­
visions possibilities for appliclltion which are not immediately evident
to othem. Thl' inventor's personal persistanceand confidence is often
the deciding factor ,\'hich carries th\, idea'forward,and prevents the
invention from being set aside or.ignored. :. . ' .....

In the l'arl)' davs of the oxygen l'leetrode, a small company in a
college !own in Ohio agrl'ed to put this instrument into sn1ItJ,l-seale
productIOn. Later, a Jar,!,,,, company hegan development of t.he elec­
trode for possihie large-scale production. During 'the latter's develop­
me,," "v~k, they changed .the desigri ,in such a \vay tIiatlh~y mn into
serious problems, So serious, in fact; that this large company was on
the verge of dropping the entire project. A few of t.he scientists who
hall used the first homemade. elcctrodes had obtainefl "rratic results
and hM] announced that the Clark electrode didn't work, If this had
been a GO\'ernment-O\\'ned patent and someone there with no firsthantl
experience was handling this license, I SUSpf>Ct the whole in\'l'ntion
might have ended there. Sneh dark days for an inventor are common.
As an inventor in this case, I was able to stand my groul1,l and point
out that it was the large company that was at fanlt. The small rom­
pany, staying closer to the original model, was h:n'ing no particnlar
problems. The invention got going againi'ind snl'\'i\'l'd'in good health
to this day. '\Vith bi11414, the invl'ntor's institution would be responsi­
ble for licensing, and the inventor would be motinlted' lifrtl \\'Ouhhllso
have the authority to sec that the invention succee~led for the <Yoo,r of
all.' ""
Ko~, tho~)gh, let's look at. what I said a momr-nt ago about the com­

parntlvl' pnre of my homr-made eh'rtrode and the comllleJ'cia,lIv a\'aii­
able, electrode. There is a 101lg road bptwcen the invl'ntion workin<' in
the. il1\'entor:s laboratory and the pmduet antilabll' to all. An in,tru­
ment, a mcrhcal ,ensor, to be usef,')l to society, must often he, fol' l'X­
mnpl~, mass pl'{)(!uciblc, reprodncihle. interchan!!eahle, r11o"'ed. fool-.
pl'Oof, esthetically nceeptable, ser\'if'eable. replacenbll'. prccnliimltl'd or
pretestl'd. 'Illd cOOl',linated with elcctronic ,\'stems an,lmicl'Oproccs,or
l'eaflonts. In addition, instntments which aI''' to br- m;ed in ,liagnosis or

.......
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tre~tnilJnt of patients, must pass sh:ill~ntrequii:em\',ntsset up by the
FDA. The company must aJso provIde operatIOns manuals, parts SUI)­

pJy, servIce, marke.ting, and even considern~le ten~li}ng. The cos~ of
deveJopment of a Single new sensor ~oncept m medlcme may run mto
riImioils of dollars, and of course thIS cost must be, rccouped before a
prb~tcnh ~~lade, Many co~panieswill not begin such a project with-
mit the stabl!lty and protechon Of patents and some senf<C of confidence
that,there wlII be an adequate demand to offset these costs.

Hence, the direct involvement of the im'entor oftCll Jends not only
~uidnncebut stability tl? th~ ~xpensive development P!'c:e.css. His faith
lIl,a potential ane} often 1Il\1slblemarket may he, the CrItIcal f~ctor.

This type of electrode-{)r "sensor"-can also be used ,to illustrate
how inventions follow one another. By merely changing the way in
which I connect this platinum to the battery-that is. I connect now
the pJatinum wire to the positive pole-I stilI nsc a bit of memhrane
and an enzyme. The enzyme is found in green mold qn bread or per.icil-
lin byproducts. '

'We then have nn eJentrode which can measure ,!!'Jucose. This p:ln'cose
electrode now is in commercial production. It can measure p:lucose in
one-tenth of a drop of bJood. It gives thereslllt, in less than a minute
and is so simple t<:> use,it can be used by relatil'ely nnskilIed'parnmedi·
cal personnel. ','

The Jives of infan~&--andthe brains of infants. I inay ~aj:, aJso-ar,£>
being saved by this eject-rode, sawd by this electrode hecansein certain
premature infants, sudden large drops in blood,glucose concentrations
occur and ifnot corrected promptly. may cause irrenrsihle brain dam·
age. FI:equent sampling, re<juirinj! less than a drop of bJood from a
simple heel puncture; gil'es the necessary information, at the time it is
needed.

It is beginning to be used ,in agriculture to, jl10gl!> the maturity of
ero,ps. ,"

A simpJe, eJ<'Ct.rode like, this can aJsl) be modified so as to measnre.
other thinl!S. For instance, it will soon be possibJe to measure 11riC ario.
amino aeids. cholesterol, and a number of other sub,;tances of med,iral
int('rl.'s!.. Tt is prcsently bein!! used to measure glucose and surrose in
pJants. which are the main sugars a.1I plants make from sunlig-ht. And
this has pla~·,'d an important part in onr technology. ,

TIle mannfa<'iure. sales. and lise of nil surh (leI-ices now mm't rnn
into millions of dollars cach year. AmI, of coul'Se. it brings abeut thl'
emnloynwnt. aJso. of many peopJe WJlD tearh th" use-'bf such 'de"ires.

No modern hospitaJ is without bJood. g-as, and PH technicians, So,
th~ eeo.nomie,benefit purely on that basis is large from this relatinly
mmor IIlwnt:on. "

I want to take one second to tell YOU about an invention tl~
just now being born. .

It. is p""sihle to make a smsor from Vel', simple materiaJs. such as
these, and measure galactose, which is a "cry rare sngar. It used to be
calIel! hrain sUl!ar. "'e all ha"e small amounts of it. in our brain. Some­
times the metabolism of this sng-ar goes haywire, "1wn this happens.
we enrOlmter a rare mt'tabolic disease in chill!ren, whieh is too rare
~oitlt.pr('st3lJ.l~~~11 rrr~'n~'ann fa~tnI'('r i~lln[il('i.n:r ft, gal n('to~e·ck('troq,c-- .
11l'rhaps CYI'n far too sma II to interest a small manufneturer \Yithout,
some help to enter such a field.

BEST COpy AVAILABLE
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. fet;i! that disease in th~e babies is not detected and if they are

allowed to drhiJr. milk for a week or so, they become blind and they
can become meritally retarded. ' '., '

The reason I am describing this here is to Ray. here is ,an electrode
that doesn't exi~t ;I"et but it may exist because of the hope or will of

, persbns who'are intimately connect~dwith such problems,
However, thc Yellow Springs Instrument Co.; which made the,

•first oxygen electrodes and no,w:inanufaCtllres the glucose electri)(le­
whiCh, incidentally, was turned down by a large company as beinr;
unworkable-has been nctively developing g-alactose oxidase 'mem­
branes for elcettedes to be used in the measuremmt of laCtose: in the
food processing field, and this 'same membrane Ii: be.ing- tested in our
laboratory for m~asurementof g-alactose in blood. 'Ve hope that this
cooperath'e effort will e\'entually 'lead to the necessary testing for
FDAappro\'al for medical use,

A symbiotic rehitionship ~etwec'n small busine~ and university
researchers often makes pOSSIble, developments whIch' would other­
wise never have even bel!Un.

I, further, hM'e faith that this galactose electrode will be found
useful for the measurement of, strangely enough, glycerin and, hence,
trig-lycerides in blood, . '

lYe also have a device for measuring cholei"crolwhich is p~sently
being developed by this company, ' ",
. I want to saY,one m?re word about another proje~t th.at I al!1work­
mg on, because It also IllustrateS another way III whIch lllventlOns can
be facilitated by a c06perath'e ventur~ between n: university ant]
industry. '

Several yearS ago I found that mice and other animals could snrvive
in ce,rtain kinds of organic liquids. They could be totally immersed in
such liquids for hours and survive. The outcome of this was that
research started on using such liquids' for artificial blood,

Iri 1968 when I joined the staff of the Children's Hospital Research
Foundation, they had no patent policy. Since the work on the develop­
ment of artificial blood was partially supported by an XU::: grant, I
felt that we would b3 in a better position to aet promptly, if we had
a patent policy approved by the KIH, in the event that a patentable
bloorl substitute was found, ~'. '

After considerable thoug'ht and discussion. a patent policy was
drawn up and apprOl'ed by the Board of Trustces and subsequently
appro\'ed by the NIH.

'Ve later' applied for a fairly broad patent un the usc of a certain
class of c<Jmpounds for use in artificial blood preparations.

S!nce t.hc;), sevcral other in\"Cntions ha\'e rc,sulted in patent applica­
tions by other members of the staff. our cholcsterol patent is ll.'iSigned
to the institution and a liccnsilig- ag-reement iR being ncgotiatpd,

To get back to artificial blood-here is some liquid-artificial
blood-v,n emulsion that was made day before ycsterdav from a new
compound, '['his pearly white liquid carries as ni\l{'h ox~:g.en as human
blood. It. hilS been gi\'cn to pri"!Iates with 110 i]J effects and appears to
be a possible emerg<'ncy substitute for whole blood,

In m'd"r to grt wl1cre n'e are,'we ha\'c hall to work wit.h SunTech,
which is a di\·ision of the Sun Oil Co., located in ?eunsj'l\'allia, who

41-:-525~7{),--'6 .



76

haye tIl(' fileilitil's and knmt-l;ow to svnt hl'sizt>pnrl' flllorinat~d oi'ganic
c6nijloulids; TIlt'S<> compollnds arc \'~ry difficult,indeed, to lilnkc Imd
c'lUlll onl'y be mad" with the cooperation of suc.h n larg" company.

SHnTcch appliNI for an,l rl'cci\'NI a contl'llet frillT! the NIH to mal~e
thcse new compounds. wlii,'h Wl'rc ('ousidl'rl'd to hI' Important fOI~ !lIlS
i-l'~l'arch. All a"l'l'l'ml'nt was rl'uclwd hl'twcl'n SuuTl'ch aud tIlt' (jOY­
cl'nmeiit giyin£ SunTl'ch th,· ril!ht, to patl'nt compounds. ns,·ful as
al'Hlicial bloo,!. which might be discovcr('(l. 1\:nd this was follow('(l hy
a joint al!l'cl'l1Il'ut with SunTech and Ohilllren's Hospital that all dis-
cO\'I'I'iI'$ in this arl'a woulll be jointIy own&d. . .

This thl'n mOld" poss,ible not. onl,y syntlll'sis of thl'se compounds, hut
al,;o completl'ly ircl' nnll open ,Iiscus,ion hct\\,I'l'U thl' tl'chnicnl pl'opll'
nt thp SUll Oil Co, and our sllIall gl'Oup at the Chil<h'l'u's Ho"pital."'0 discusS('d idl''''' un,l thNlril's bused on the results of our l'xpl'ri- .
me:nts with the COlllpOlIl1'!K. And two patl'nts' werl' is'<;ued jointly as a
re>ult of this work. Anothcr onl' hns bl'en npp!il'd foj"

SfmTceh has contl'ibnt,·,f fnn,ls to the rcsl'areh, an,l to onr institute,
to help in testing thes" (;ompOlwds syntllt'sized under the contract with
tIl(' XIIL . , .

GrMt progrl'ss has hel'n madl' on this project. .Ahd thl'rl' has hel'n
no .hnsslo 0\'1'1' the ownl'1'ship of the rights to this type of perfluor-

,cal'hon·based artificial blood. •
. Hnt if I may insert just one. both('l'5ome point, I should ml'ntion
tlrat the .Japanl'se have been spending millions of dollars on..dl'\'elop.­

. ml'nl. of artificial blood by somewhat similar *pproachl's, \\'1WI'" th"
l7nitl'd States has been only spending thonsands. Th"v hu,'l' just an­
nOl!llCecl. succes''iful tests on'I2 human \'oJunte~I'5 in .Japan ,ising;. com­
.polllHI;, that we do not COl!si,ll'r to he the best.

In fact, w" have just found a new and \'ery g()(),rcompound, \vhich
is thl' one in this vial. an,1 hopc that the .Japanese do not obtain snl>­
stantial amounts of it to tl'st before w" can e\'Pn finish our tl'~t,-;,

There is a real prob~l'm here, I think, which has to be facl'd ~OJlle­
ti,me, ,And, that is. w" aI''' required to gi"e reports and publish freel~"
as mll\'erslty profl'ssors, our results as we go along. And, Yet. we do not
want such puhlication of rl'ports to jeopardize the patl'n!: pietm'l' ,m,l,
1Il'ncl', the ability to transfer this kind of progress to thc puhlic,

One last thing:
~rv recent l'leclrode and enzyme electrod" deyicc---
Scr:ator n.\,YII, Dr, DeLuca 'r know you must leave to calch your

plane. I \~'ould like to send you some questions in writing to complete
your tl'stllnony.

Dt·. DEL~;cA. That would ~c finc, I would be glad to do that.
I f there IS one you would lIke to have on the record at the moment,

If'ouldtake JtJe,vuJvn~.-HllHuh..s. _,,' __ ,' _,.
Senator BAYII. Thank vou, but because Dr. Clark is still invoh'cd

in his·tl'stimony I don't ,,:ant to interrupt him. '
I will ask the reporter to place your responses to my written questions

her" in the record when I rcceivl' them. . ...,
I am sor~:y th,e u~a\'oidabl~ delay in, be~inning today's he~rinl!S

had put us ,m tIllS kmd ?f a bmd. ~Ve dId,,! t knO\: we w~re gOlllg to
havl\ a hl'lll'm/!: held preVIOusly to tIllS one tlllS mOl'lllllg, wlllch reqillred
liS to start so lute.



,..o.it"
1/

Dr, Ddx'cA. Thank )'OU ,'cry much. '. .' ,
St'nator Ihn!. 't\'c'it(,preciate the eontrihution you hm'e made ~n

·support.'of.,this. hill. Youl'st,:tt'meilt t",!lt~' ha~ la'en \'ery helpflil III

uemolistratIll/l the need for tIm type 01 legIslatIOn.
Ill:. Clark, why don't Y01: go ahead! . . '
Dr. CLAnK. It will just trd:e me a mOlll<'nt to hlllsh,

.1 want to bri!JO'.out on~ p"inl, if I llIay-:"that whil~ innnt!ons that
we have been talk.ing about, for the 1I10st part, th~s. mO~~lJl,g ·have
come frolll i'est'arei, in the medica! tipld and ~OIne ohvJOllsly ([0 lJl\'oh'e
the Xlf[ in one way ('I' another, the irl\'ention-Ilul\'e hN'n liisCI:ssing
ill partie.ulnr il1\'ol,es the trans,ft'r ofelectro!,s and protous and eU~i'I!Y
from one systclll to allot/ler. It IS not Illcollcet\'nble to me that by stm1.ll­
!ating l'esellrch in physical and electroc.ht'llIical studies in niedicine,
and liy lookill" lit plant ntHI animal life. ir. tenlls of chemistry allll
phY1iics ailu atthe wa~'s in wh:~l: li,;;.t{ ce.1ls coEect nnd ~Iisperse <;n­
erl!y-that through thIS process of balite' SCIence, we may Im,l CI'l'atJ\'e
new ways to brilig about use (>f encrgy irom thc Sun and from ncw
biological·sources.. . . . ..' .

One final statClhent is that ilJ\'ention ,,'iH continue desl,ite Govern­
ment or any other reguhltions, because it, like curiosity a/HI ft'eNlom.
cannot be really rcpi'e.sscd. But the process of innovation, in bringing
forth of the fruits of the i/wention for the publie good, requires clear
definition.and protection of the rights.of intellectual properties, .' .

Bill 4l! 'is'voery Cncoul'llgi.ng l}ud a majm' sit·p forward. It.is he<1'rt,
wllrllling. It will cert,ti.nly stimuhtte int'entions, eRpccillJly ""'here
GO"~mment grants and contracts are im'olved, As I ~lll(lerstlllld it,
the !~>.\.'s between institutions and the XIII will he given oflicialre~'

ogmtJOn by the passage of ·hill S. ,B4. .
Thio testimony \\'ou1d not be complete without saying thttt :III'.

Korman Latker is hel,1 in high regard hy scientlots, patl'nt atlOl'nJ:>ys,
and university staff. His (·tforts to :.;et in,'entions from the lahoratory
to the clinic. and to soeiety o,'er thc niany years is well known and
l~i:.;hly ,",dued. .IIis cl.lllIllPionin:.; of the im'enti,'e process for till' pub-'
he good has galllcd hun thc respect of many.

Senator B.\YII, Thank you, Dr. Clark.
:I[r. Putney 1
:.\11'. Pt.:TXEY. Mr. Chairman, it is indeNI a plellsure to ha\'e the op­

portunity to appeal' before this commirtt>e allli speak on b"half of
Senat" bill S.41·!.

I alll hem to speak in behalf of Dr. Blumberg. who, unfortunatel\',
had II pre\'ious prior engagement and is unable to bc her". '

His stateUll'nt' hilS beel! pn'p,u·\''<1. .\ud I request that it be submitted
as a mattEr of reeol'd.

I shall not attempt to read his statement hut onh' to summarize
certain points eontainNI in his statement., • .

D,'. Blumberg's statement has to do wit h two plltents:
The first I?atent is entitled, "The Yllecine Against Viral Hepatitis

and Process," .. .
The second patent ;~ ~ntitled, "Process of Vii'al Dill"nosis illld Re­

agent." This. is ;,;80 referred to as a rndioimlllunoass~ or a test for
hepatitis, •

.
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'. The va~Cine patent. wilsfiJed in the U.S. Patent Offi~~:>nOcto}x>r 8.
1969; It issued on .Tanuary 18, 19l2; wnereas the radIOlmmunonsRa.:;
iilVcntion was filed in the U.S. Patent Office. on April 30, 1970, and It
issued on }Iarch 1tI, 1975.

Oilr concern IS not Mer the len~hof timdo process the jia.tent hnt
has to dciwith the ~~cessivelylong period of time to resolve the matter
of title determination. .

At the time of filing, the. Institute for Can~erResearch. diel not hin'e
an institljtional l)atent agreement. (IPA). 'Ve. were require.d to. file an
invention report and a petition for a eletermination c>f title. TJds ~>c
did for the radioimmunoassay on January 1, 19700-andfor the vaccme
on Februal'Y 17, 1971.

However, it was not Imtil AU,(rnst 16, IOU, thatthe Mten; of deter­
mination or patent rights for both im'entions was signed by the Assist-
ant Secretary of HeaHI!. .., '. .
. That document proVIded that the DUE" did not see fit to want
doml'Stic license rights to the InRtitnte but did grant forei/!l1 rights,.
creatin,!\" an e~trcmelyweak position, if not It ~surrogate role, for nego­
tiating a license agreement with the manuTaehrret'.

Tho result is the situation where one company is ·t1Q'w produi'in~
hepatitis test-kit controls in an estimated 90 percerit oftrii;'worldwidc'
market, reaps high profits, and pays no remuneration to the ('iovern-
meflt :;aye for license fees to the inventors, or to the·Institnte. . .

UndCl" the vaccine patent. development work is now"pr<i'c~edingat
a rnpid pace. under the foreign license agreements. Clinical trials are'
underway. And tho eompany has made a substantial, eapital invest".
ment. in orde.- to produce the product abroad. .

Ho,vevcI"j,thc important point in this eoJlte~tis thtLt--
If tbe objective of tbe patent system is to faclliiate tbe transfer of tbe benefits'

of fl-dls<,',~T:e,ry.'tothepu_hUcnS,qlltc:klYa's,posst'ble._~ucll:ndelay as"e:,e.~CQunh~r('d·
sbOi,li~_not,1lepcrrr,litted,andshpuJdbe ,a~oided,at-,ttll('o§~~~,ptiltl-ysin"dptermfnin:;:
the,dispositl6n of rIghts to an inv{lJ}tion'ctln,Call~-e4,~111¥-s, itlPuhli$hlng results'
and risk exceedIng time Ifmits for filing patent applications.

Inourca.se.thjsr.3n~er~,its ~omewl1at Iffisened by~be ,facttbat' t.heJristitllte·
for- C.an('er,Re:spnrch, _~€1lu~ted and rr,ceked '}}4}rmission.'from the:pU-J?W- pate-nt
offic~r.1\I~.1S"~rmanLa tker to file for patentsatnn ('arl~ stage. A seriouspr()b'e~
d~d lie"llowever. J{lthe fnct~~attoe Institute <,ould~()~eil~er-jnto-ltCf'ns~ngagl"ee-­
J1lents. Witb·q~lnlifi~·nn:mu.fncturers for the deTelopment ot·theinventionsdurlng
tbe long wnit fnr tbe titie to be determined, _..
. I donot,hc-lie"e that thts i~the approprIate p1nce()rtim~ to discuss the 'Go'roi
ernm~l1t~s rl£'Cislonnot to J~r~nt domef'jtictitl(1t() the .invention toth~ Institnt~ foI'"
enX,l(!er Resenrch. llutI do wIsh to'l"{'port t~mt the Institute,entered,!Iltofor~Ign
licen!-tl.ng nrrnn~e~,entswith ~Merck8ndCompariy for the' de~elopment:o(a Tac­
cine for bepatlti. n.

AlJbott'!.~,n,bo,rntorles.isctlrrent1Y'. prodnei,n~RPr6dpct'4siri,~ technlqlles'ouUlne,d
fn,()urI>nt~ntto,rthe "~T6c('f?SofViml Pl8,!;l1osis a.nrl 'RE'P~ent." The testJdt thf'~
market bas !leen dedared by the FDA to be the most effective test for hepatitis'
no:w ,"l\;lli.:~able-~ ...}

IneldentaJly, Al,hotl eontrol. an estimated flO percent of tbe world market and
boa ,e~r:Iled,tpns, otm,HlHms,of. dOlln~fr~IIl.thi$))rO<ll1ct,~
',IUJl(tp;rs~nn~,th:1t,fu hotn lnstnn<'es.llc~n~ln~:fi:~mE'I'1ts'l1ai"~,hPknls.c:rtlE'tt'to

tlu;:mnnufn<>.tnrers .fly ,the 'F-ede~l G6\"prIll~{'~t;?rhe'f'tfe<'t, of this ,fs,thatJlttle
or no rov"Uies are paid and no slipport Is provided from tbis source for snpport
oth,nsi('rt':;>~nr.('h~ ". . .... ' .'. .' ..... , . . ",., .. '" ,., .,:

At. thh'l:,Jn~)1n~nt wenre nlMln the ,proce,ss: ot'flll~~(n rellort~tlnventIon,wltll
Hi~nH~W.~"nn,{"erninJ:r our'dt:scovery, :Of",fi :ne~,'l~oc~ss'for d€'t~lin~.h(>paUti$;"
"~e beJIm'e' ,thtsprocess hnsDJark,edlld,·antnges .over thepre5entproCess-~ .
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In ~j,lt~ot the dJfficliltieil encountered In \JJe Pntent.rli;hts-dPlermlnnilon ense., '
"eferi'ed'io earlle•• 'the In"lIute for Cnneer It<'lienrch 'vigorously pursued torell:U'
llcenslri'g iUTlingemenii< \\ Hh nn eminently (HIl,lliled maimf••tu.er for the pro­
,tl,ucUon'Ilti.d ilj:il,·rk~HIl,g,-ut,'lv~c(·,lne ,tor beva~ill~_~()url~ce~HhlgJwr~~:e?t~,~u~
Ilf IhelJHBW testrICilGn. B llmlted tv [orelgu snles.' , .., '

.:'l'li~~-,Jllnt)~fii-trr'ell1i~ frOm th~~, U~nse ll_~¢~~~~Il41ig,ID<>de$t,by 1tnJ"ftt~,n<l,.
:lht-_·V~tl¢i7,'JJ~'¢,_\·,~(.-e'rle._I~,I,ten t l ,tI~eugreemen t¢all.$:lora 3~P:t::rt"E'Ptr()~y:n19~:wi,t~,--:t
collillS On totnl dollar salls. ' ' ,

.\ Ik>rtlon ot the 're.p,.ue ~""erllleil by IMs ngreement, will be si,u,red by tl,e
luy l!,I,il:O_~'Ii:.'-.0cc0t:ttt,'n.:l;-to,u'r.:l1tl_g;e,lU~n ~__ lJ~(n:,ltl ~-ln,t~;)- JJ.Jl~)\" ,1~lst,it:ut l~-t1.ti l __p~t~n t
l1~-i;l·Cl~.enh,'I,:l·h~ }a.rg~:;_t ,-!K!l-t1utt of.CW .r()Sll:lU~s\\~ill,:1~,'U}j:¢<l;4rJhe,l~,~t~tute,,~~r
<"·n;Jli'c:~r,,l~e~<.'hreh'tH. :l$uflI)()r~ ;ftil b~a.~cn nd cH~h;nl~lltl,~t':,j.ntesFi,gl1.~lpn,s;;.: ',';

As,:t()'Jl)'e;','t:Hl~()ltil~'UtIoati£i-aY'=-,n If:nt,:t h.~, 't !).s l:l ~'B~e~H :.f~r~t~,c;'()Y.~ ra~~"r()rtslgt~
OrllS"lJf, ',1!i~i'erl~,:IJr,!:ltect:ion: 1nCa,8_tl~~, ';':"lld"B~l J:l ~1l1:ii 'QuJ:"ll~ p:;1-~,~ag'r,~Uleilt: ~~ph
.\l,~tp~~, 'i~d)~~l~torIt;~ fOJ:' thoset~Yo,c()'unY~!"s:_'~';lS a: Ptll-.,$.7G~(,OO-.OOsettlf~~n~:Y¢t9
t ~lt~r('\\;:tttJ,'i.o;,ti~~:, 'D1tlnu~nClurer, ,fi,Ui0i.mts .:tu'1Ua~y' 'W'UUPng ,or ,d:oUars" froIll, tb.e'
sil!j£!of·:(iwir:p~od,u_c~.:,'··: " ,"",.-,,' ':: ;' ,,', ' ,:,', '" " ,:

. \\~ho; ·Hi~lI.,i,$: ,tlie);e~l-l}enera'~tor,(~t,t-h~se pr:O(lth.~t!i~':' ::',: ,,", ,,_ .
l"('r:lu:lnl}\:J~.~illmot ·li~',UF~lJetl, ,thilt t~ ,nwa~iJ'.d.tJe.r:l~'hts,tn.,'a:, J)~ri~.pro~'t' In;'

I~,[j (:oUt 1.(Jn:U:lllu~.~ltg't,\,~·: ·\gJ~·e.a\v;e.r·'·, :l)ra~:ti~·. un~ ,. tba::~ ...~el.uhlI~ ...,\~·ill.~,u~~~.
l'ol)ccrn!ng S"nate bill S. 41-1, VI" Blumbcrg notes the .following

fellttll'Cs with endorsement;
The exclusivity provi"ion of section 202(7) (b) :
TlIis ferituj'e enables the qUlllilied manufllcturer to make n sufficipnt,

iJ,I\"C~ttnent of ~lll)it,.tl llml res~",rces to produce 'such product~ as vtW·
cmos or other blO oglClllllllltel'1:lls. '

In this regard, it should be rcmcmbel'euthlli. the number 6(: firms
intereste,l in the dC\"elopment, produclion, lind ltl:Irkeling of',,~uch

l'J'Odilcts as Yllecincs and dia~nostic tests is limited to II very few
lll:fnufliclul'crs in the Cnitcu ~llites. '

The i:e~sonfor,it,S high dewlopt~e!\tcosts \wre s~rict g()\'cI;lInentai
regula! tons, adnlllllste:'ed by the U.S. llurellu of 1hologlcs, 1· ood lind
Vrug .\dminist rat ion, and so forth.

Tho,;o who do r"main do so bec"use of either their total capability
in lerms of I'esources or the uni'plOtleSS of their pl'O,l!lct. '

This uniqneness can best be prcsclTNI by an exclusi\'e license agre~­

men!. hetweell the producer and the hohler of the patont. This is espe­
cially important if small businesses arc to be encouragcd 10 etlt~r the
Held of Yliccine production and dingllotic lestiJ'~, '

under section :<0,1, Dr. Blulll!><·rg notes that the point i~ ,wH talien
that the Government should receim some..return on 'ts in\'Cstment.
Bowen!r, h,is, concern stems from the lUechanism proposefj in the bill
for d,·tennllllllg th" e::tent ami what lIppellt"S to IK' a cmnhersotllo
pr"ceduro for the relUuneration of the Govenlmenfs ill\'e,;ltnent.

Consider for 'l !tIonH'nt that :t nOllphllit rl'S<'lllTh iustilute. such as
,the lustitute for Cancer Rescllrch. is ":Lstl" ditl~'I"'ut from a ,u;all hu,;i­
n,'S'; which i~ geared to ~he p~·ofit!nllking'coul'('Pt. It exists for the pUl'­
\,o,e of nefl'urlt\g lind dl,,,enilnatlllg l;llowledge.

To surv!ve, it depends on the nl\~Jtiplici,t}' of fllnding sources, nil
:l\mr<~sbelllg hased on allot·for-proht prenusc. '

Is It fnir, then, to conclude that undN' snch cirl'nni,-tances. the
}'edel'lll Government's shal'C Ill,ty in !Bliny inSlanc,cs be the I"ss"r' of
?thcr forms of support 1 Is' rr, then, 'to retnrn the (;O\'crnment's
1Il\'estment w'lthout refe ce 0 he othe:- funding sOllrces?

Further; un,<kr seetio' 204., r. Illumb"r::;, mis.·s· the con~em that
the "emunerallOn clause 1'1'e to be one d~slgned to diffuse the intent
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0'£ the proljO~edl~gisration, which is to' prq\'i~le it mi:chanism'to
stren/.(then the buslc 01' applied research 'effOtts 11\ A merJ'ca"

"Thel;e is great merit to the concel;1 thnt royalty ineoille, if re­
striclc~l to ,mpporting research," as i~ n~}\,' prol'0';Nl Ullder the bill,
would broadcn the baS(} for the contllllli/lg suppo~-t of the re,:('arch,
, i would like to brietl~' ainplify some of 1)1'. Blumherg's concerns in
this regard and Prt'senl them 'as sugg(>sliolls fox <;llllsidl'mfion;' ,

Gnder Sl'c1:,:,n <!OZ, it is proposed tillit the Cnit(>(l States I", entitle,1
to a sh,ne, to be ni'gotiated, "of up to ,,0 perc(>nt of all n(·t iilcol1lc
rcceil'ed by the contructqr above $:!iiU,OUO,"

The qucstion isthen nsked: ' ,
',','hen does the negoHl;ltion take place? Before or after consummnting

, n license ngl'eellielit witha manufactured '
I CIIII \'Isualizc quite a tlifficnlt chain of en'nb, in negotiating a

Iicen,;e agreement with a manufacturer. :Ily conc('rn is at what time
should the negotiation \~ith the Governmcnt tuke place 1 Sho'ul,1 it
prt'Cede the si'~'11in~ of nn agrN'JH('nt I,'ilh a Illailhfadurerl Shonl,l
the llegofiatioJis for l'einlblirse'ment follow the coming to terms with
a nUlllufacturer I '
,1 ,~aJI visilalize. a ;;cennrio there where tIle !Jtll'llen, of pa~'inl: the

Gonrnment, for It,;' 1/lI'estment would rest entirely WIth the granlee
in~titutionaml,not the' ninnllfacturer, '

Thll second point is: How 01' by what standards is "net income" re.
ceil;e,lb)' the contractor to he "llIl:forllllyllccounted,for"l \ " ,

Third:The itct states that the t:ni.ed ::itates be entitlet! toan'amount
nO,grenter thun "1 he portion of FI.'tlel'lll funding," ,

I low i,; the portion oJ Feuel'ul flln,;ing to l,e <ll'lermine,1 with refer­
em'e to the period Ot' timing of t"~ Yedeml fumb'/ Tliat is to suy, is
l!tnt portion to he npplicahle t,;,iy to the yellr in which the in\'('ntion is
cOl.t'pired! 01' does Ol'~ :"ke into consideration the total pcriod ot the,
graIlt'~~'i'll'ort:_ ?

I am remin,lpu of the faet that sOl1le'~'Tllnls last 10, 1;', 01' en'n:!1l
yP'U'5, 1,; onlv the year in which the inn'llt ion wa,; conceind to be
considPI""!. (it, ,h01ild the full t"rlll or fllnding support be lbe,l!

The fourth point i,; with n'''I'''('t to the puq)(,,,e of th" grant,
::i1!Olllda,1l of Ille dollar sUP.P01t prov;,l",l by the grallt contract be

con'1<1<'1 ",1m t he lonnula 1
For t hose of liS who are i1l\'(,!I'e,1 in t1H~Iun,1it1" 0 f re,ea r<'h !let i,'j t j"s '

!n tlw I ~nit"d ::itates ~1I0W Ihal we hal'e nu'i;ll'; tn"'s of fundillg
lIt"t ntlllet,t s.

, One of tlwllI is, a I'ro/.(ram/project grant, whidl i, ll:,ually n ,'cry
]llt'~e(,olJll!l"(·.Jwll~'IYl~:~rt;nlll t~\\'nnll'd to U 11 in\'C'sl icator.~mlwtiHn.~$t()
such an ('Xh'lI~, that it will :,upport larg" S\'gmelll,'of an pnt im d"l"ut­
lIlPll1 II. a Illp,IJcal SChOl'!.

,re ,t1H' h",'e what ,re .rdPl' to as a "core" grant. Thpse al~' YH"
,.,Jaltf~_,f(I~HJ~llg,i!lst rUnl('~ lt S>ll~l'(1to pro \"-it it' sala1'Y.11nt}' rcsolln.~(> -~';lll~J}OI:t
of J)'~lltt<l.t''''Il,hn:lryI'm~I':lIns. It would t,,, extn'llwly ,lillicult to tI,,­
!"I'IIlIl'," Just whut pOI'l101l of such grantH are "l'pliellhle to th"
1111'('111 am,

~'i ft h is th.. '1uest iOIl of t IH' relutioll;,hip to the otlH'r funding sources,
wln<:h I hal'" already alluded 10. '

-
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Furthci', in t'.le uet it is slatell that, thl' G~n'rrjlllPnl is ,ilso entitl",.!
10 'ail aaditioual rellJllneratiOll, "I(~ Lc l!I'golialed, in {'XC"'S of $:1
millioll:' .

Ai'ain, the questions thaI .I.huve just ref{,tred 10 ,",otll<1 huve tl, I",
resolved, . . .

])r, BlullllJPrg has sUl!l!estNl t!lllt eonsi,l"mlion b" I!il'en to un al.
I"i'na(e fohntlla, wlll'rehy till' (iO\"'l"Il1111'nt's ;'('llIUlWn,lion is has(',l Oil

the p,'r,'ental!e of liet s,des u1'l'li<'llhl" lit. a I!in·u rail' on a fOl"luulat~d
01' slid ing s{'ale hasis, As for eX'lIn1'I,' the hase 0 r$:J;,o.ooo 1I'0uid reJna III

ns it is iu the proposcd ,kt with llO ]'",nUIll'I'al iOIl t.o Ih" (;OI'l'I'luuenl.
Frolll $:!;}Q.OOO to $,)OO,ooo.lhcre would be II l'l'tnl1l to II", (jO\'e('TIlllcnt
at a rat'c of say 1 p,;,:eent., This "0111<1 ,he folloll'(·,1 b,v fUl,tlwr i.ntn­
nlediate br"aks in pe],C(·nllW:"· to say $1 million in net sales beyond
whieh. the lowest ml,' \\'ould he applieahle. .
, .:-\11,.]111 prO<·"dure, in Olll' opinion, would enorlllons!y faCiEtMe lic"'H\
a!!I',;elnellts with II pl'ospeelinl nllJllufact.·tII'''I', und would instil',· 'UI
('~nil"hl('hase for the reulllllel:ut.ioll hy t.he fiI'oidall<'(' of dill'erellt inte']'­
p]'ela rion h.\' t.he \'ariOlls go\'e('lllllent al sponsoring agenries.

'\,I!lIin. ~Ir, Chnir!llan. !1!1I)' I sU)' it ·is u·pli>.asure to have the oppor­
ttllllfy to 'I'ellk at tIllS lll'arlllg.

I am \"1'1',1' ,~r]'.\' Ihut Dr, l\l.~llnherg' wus unable to be here. I hope
tIm t I haH' fa I rIy reI'J'es{'J~ted IllS statement.

:-\Pll:ltoJ' ,B.\YJl, Thank you,
Is theJ'e ,lilYthing we enn do ubout th~ prohlem thnt was mentioned

of 'ideu,; llJ'i,;in~ fmm American J'esenrl'll and rle\'el0l'ment. progmms
beinl! t.nk('11 aoroad, manufaet.uJ'rd, und thrn rxported to t.he Cnited
::itnles!

J)o I sensc thnt to be a J'elll prohlem here. Dr, Clark and ~[l'. Put.ney I
1)", ('1_\nK, To me. it is a renl pJ'obl<'nl. It is u complienti'lll .
•\ntl I think that it has u tenrlene\' to inhibit ,the free exchan!!1' of

information evell oo(w('en an in\'l'stol' and the Go\'el'nJl1en!. s,n:~ the
XIIL ' •.

Of ('oUJ'se. 1 WUI' after plloli"ution in the 1"nite<1 Statl's. YOU ("an still
file for a patel;t. That is a ni('(' prol'ision. On('e the puhlle stntemellt
has }we'n !H.adc 'inn f~)l"£'i::.-'1~ ('Oullt)".)', howeYer, thelmtellt l'ig-hts~~('n·

emily sjl('akin!!, are suerifice'!.
::in, till' nallll'l\1 imjlul,,', I think. -is that.+he 1I1lil'er,il,l' jlrrSoll i, h

gil'e awa~' i1afol'lnat.ion :IS rapidly as pos"ible..\ftel' all. thnt is why he
is in 11,1' Ilni\'l'l'"it\" And thut is reu)1v what he is l'ewal',Je,1 for,

Hilt it dnes (';IIT:\' till' dall!!" I' thnt it'ennjeop'II'<1iz,> the. \I hol(, system,
:-\"Ilatol' B.IYlI. 110 \"ou I",,,, '111\' ill""I'I'lIt.ion. ~lt'. Pull'e\' i
~fr. PI'T»;l:Y. I eel=tllinly agl'eL with what 111\: eo!JplIl!,ic 11I're is 1'('-

I'~J'r'ing to~ . :' ',.' ,,' ,," , ..
The ouly way to help pre'I'ellt the pilfel'illl! of infonnalion as you

j:;a~·'js if t hrre iSI·('n~OIl:-t{),h<:·lif'v(\·tl1at all,-jjln~nt ion, isuoing to he
l!elleral,·<1 out of tIl<' work. i1l1'n thel'C has t.o he est.1I1dj,he<!1l1 Ihe in;li­
tnlion sOllle ""'lIns 10 <'ontl'ol tli .. rele,,;e of pllhlic"tions prior 10 filing­
for" putl'n!. Thb is ("ontl'll"y to '\<"'usIOllla'T pn)("eduri> in what Wt·
ur(~ IlOW lloin'o"~ . . . " . _ '. _ _ _ _ _ .

. _.. . _.. -t"'. . . .. > '.. :.' .. _. :...... . ',', _
I don·t. kno\\' 11l1,\' nlhe(" Wll)" ont of that dilPlnllla, It is u tong-h

I'rol'!<'lJI,
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Senat{)r B,\YJI,Ifyou hnve nJ1y ideas, we would be glad to hllv:e them.
~rt. Putney, you got into t!:~ id~a of, Paying ~l1~k in0ney, to thA

Go\'et'nment whenever one of H'.osc mventrons achIeves a' certam level
of ~uccess in the marketplace. "

Jfr. !'UTXl;\", You nro refcrring to our suggestions reglirding the
m~~hnnismof l"e1,lU~erntionof the OO\'ernment investnwnt1

~eijntor fhni. Yes, I refer to it becnuSe we need to figUre oui ex:· .
nct Iv how tltis could I){' mMt efTl'etinlv rlone. "

l'woul<l hope' ~'Oll could work with' us to try to lindn way we cOlild
~ho<;ro up or impl"O\'e the wn.r in whie!! we hai-e denlt with this problem
lIl, AU., , ' , '
. We are ~erlain]y not wNl to tIlepresent language in the bill requir,
In{! J):n·'lPf{ lm,ektllr-G(}~~p~nmpnt., ,':",:" ,,:,',
, ".~ 'W:!ill t()co",'~y \'l'r~' '~troug]y tlte feeling thnt there should he
In tIllS 1,,11 ~Otnl" fOl'Jl1ula for returning money to the Government in
thl' Illo,:;t I'/liCit'l1t m:wnl"'. ' '

Y011 hnY" Inlh.1 nbollt tI,e oi fTc rent kinr1sof grnnts.
T~ it po",ible in the rl'~~nrch nr~a to be ahle'to work hark"'nrr1 find

to ,J··t"l'Il1i",. at what point in It lO-yenr grant thnt It patentnble began
to elf'\'l']o!, 1 " ,

Jft" l'nXF.L ,y,,~, Thnt is po~sihlo to c10 to h~ able to snv thnt in a
gi n'u p~rio"; thnt Ihis is wh~u this ilk" wa'.:conceirer1. '

Ho\\'e\'l't'. fhe poillf of my COncel'Jl is how to formillate a plan that
i" fa iI' to nil cOI1c'erne.L Tfcol thn t the mnlin~r in which Ihe hill., is now
(lmff('(1. lea\'e~ the mnfter open to il1terpretation by ench ()f tIl<' ynri­
OilS g-?\'~l'!lml'l1tnrn;renciN;, .\nd there is the trouule:'ome question of
nrg'<ltlntlon... _, ,_ _'''' ", . ',",-. _, ,:,'.It ,,"oul.1 !w \'er~' <,ol1fu~ing- to he n<,!"otinting" n license nirt'eemel1t
\Yuh Il mal1ufncturilll! concern and, also, llnd to negotiate all ngree­
1l1CIlt with the F"del'nl (;o\'ernment.

Our sUl!l!estion is to hn\'e n ~et or prescribe,! formuln nrrnn!"Nnen!,
\\·h;·,'oh~' tim (;o\'emrn,'nt \\'ould be remunernted for its expense on a
-gi\"C'u p('rc('nl'n1!y-ba~is.

This <,ould be induded ns a "boilewlnte" re']uirement to be incor­
pm'all'd into C\'cr~' contrnctual nrrnn!"enlPnt for n licl'n~e agT<'ement.

T would be d,,1i:::hted to work with ~'Oll in a study along this line
kal] in!" to n proposed nlJ1('I1,lment to the bill.

~"natorB.\YIJ. Thank yOU,
T\\,0111.1 apllIwiate it it ~'OI1 ,,"ouM,
"'e hn\'e a few other ']llestions here, Rnt I think. because the hour

i. bte nnrl we hn\'e imposed on both of you gl'ntlemen for a Ion!"
]>(,I"io<l of time that 1 will submit the rest of my questions to you in
writ in!!.

fTll" ']ue~t ions nnd nnS\wl'~ pre\'ioll~I~- referred to und the prepared
stat(,lllent of Jfr, lllumberg- submitted by J[r. Plltney fol1ows:]

nF.~rOXBES To8E:SATOR BAYU'S 'VRITTEY _Ql~CSTIO:"\SitYJ)R. ItEC'l'oR' F\, ,DELt"C'A

QII('x~fr.r.-_-_,x();_':hq('f.or~y()ilhnre,1K't;'fl'f..9rIJl¥(><tlil the :~~_nt-i()l1ot·~,.num~~r
0(-, l,n.frntlll,ltl' 'lo\"futlOJHoI_ndRl,!l'J:01lt ot'·fede'ra~ly.~tlflrort('d,n>spnT~h __ n!}d _,~(,vE'lOlr
nl,('nt: t1rn:.;tnmft. ,V:milt)" you~nr-Unlt t he~x:~)tlpl~ 9:f, ,~WT'(>n ~l(>rn_t Ie (l~l~y,s:on,de:ter·
rnfll,ln~_~wn('r~1l"I(lotpnt'f'ntrlt!:ht~_ thn,t "'('r~ pr~~rnt£d al th£',hp~,rrn~nli,S.,4~:t
Rrf' ,f ,rlIJNt10f th p.k ~.rldR(l,rllroh1flm~· t~ln t nn1"f't~Hi'(>!:J_ n:nd,nonpt()fi'~~r~nni~n tlol1~
"'hn lIn uothn,"(;. ngr(,t·me~.ts w~tli t'un{Uug,ngrIld,:!'s on the: ownership,'of- patt".llt:J
c:m 11t1"\"e1 .'
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n."·en,, I c{'rtalnly do ""Ilev{' tbat the bnr{'nucratle clelny. cle.crih.'d dllrlng.

~} ·~e:~~~1~~,!~.4~:::~lf:T:~(~~~'~I:~~~:~:~:e~~\~-':;~:Jt,~n~;~',~~~Sn~:c;,;;~~~
doe. 'lY:~':l)(>cur':ll: ~~v(>~nJ ,,~t'~~~B. Flr~t.lh~, unlvf!:rsltleRhn'\o~e'l*·tlH) thpir-hnr.Nltl·
Crtitt-~,f;¥St'l?_~'~ to dJ~tgrTnine w.hn tporUon', Q(1!tl, 'iriven tjri~l'.-.,<.'~'n',:~ _·8~rl~~.t9': a
p~'rt'~:C\~l~)·:-:lull·~., It -t~'kPR- riHln)".-ID0t:H-hs,'t.o ·~otnplf·te: lhl~ t)f·f(}t'e,the, .. ~iiii\"f'p~i,ty
f;y,.:_tem::sn,n~,~~,r:trtPpron'~h:,-tlfllH(lil1g,':n~(Ifl.r:v.Th~(nfvlllHr ~~rncY':ll,~f>n"rQr unr:!:"'
plfHll'hl~-:rp,nRPl1~' ,,~t'_ll:, tnke_~t INl!"t.,R: ~'~:n r '11..0<1, ,n:'!inl.f.'J.ln,(,~" ntt(,Il' l()llg{',r~,~.o,:dptPt,·

,In,' ~e'J),~\-J)~r~ll~i),,_:~re~fJ,f:t.(ll"':thl,~;l~.d,·t~fmi ,,~'('d; it.hn~' 'h(~~,n ,:,t 1,i()~,Ji:*r~i::j('r'I~of .il.
nUI~~~, ~t:l\~n:pr:ofjt:or-ltmll,7,'ii t Jf)n~, -thht, t 11€": 'gO\~~rnD1E'fl;t 'll', n·,~~yi~'i(':~,' retnin: ,0rt"ri.~r.;
s lil~~tl.rl t,h,~ '.1 ,11\Or·nt ton'·~iie:~n'1 fl.irt,hf>ro,':ln: .Ill>" f'1'IwrJe moh- orrlflr,:,li))·h,e:.tn~t it Iit ion~J

_Jlflt"~J)t,si,gr'(!I(>lvrn,~'l)('tw(~crt.be "Unh:(>~Rit:r,J)t·.'Vf¥~Qn~in: rfrtcl J:HqY','\\'HJi.' ."~:\ TlF'
o R}JI,~t;n,l'\'('rsjtY,..d~!.d ,'iJ1;()(>~.i,t ,too!to.pe l1tl:.rl n .-'VlIr.yparR, _l~,fo t'e-Ol y>tI~~t,:rlry tpnt
:conl(~: ;rf'!,'~b:A.'fivnl-.. c,Ir,1 erm1p9 ti ~ ..~i, nf "th,H",,~alii,nu'l: JnsH'f 1}tf'f1' of Hg:llth.~.The
o,}l~· ,'~~n,~'Hn:.tt:,.!(>n{'h~l:: ,H~H.'h:: A,'flf>,termlnfltion .wn::;: ,<1"1(>: ,to, ,Jh~ ',(lfT()rt~·, ,nf-.)h\
!,:o'rinali.-,l~ltkf;'r.,who'} un-derstn,nd' isno'Jonger' \dth lIE,V'f6r'-qhHtire 'J1ndWllr~.
H;..Otjie,'.frn'~nn~.'.:"",' , ' ,':.:' ,', ,,':,:e,.:.. ,;:" .. ",: ":,,;'::"':, ,':":,':'" :,"

_, .· ..q.f(('.1~H(i,~,:' :~)J. ·.g:.J~o.n ld ',''\'0,11. ('0'1tm~t:,the-·'~tflP.ienpT'(l,t: "~p'ly€'rin1!,,n,,·ne~~:drqtr ..'.?:r
~~(H f'uf !le,\~ i·~.:tgt1.l:f'.Ilurrk~t. .\VIm:1 'ft.· uu il':cr~i~'Y().r·.n n~~llrf)fit .,orfttt'nJ7.hti~n,. r(.>tn'i n9
tit·lel., t-heJ)fitrnt'fln(I .• "\,\o:h~n:!h.eJIt:Hfllh~ ',:r~t'ncrr.flt:lhlS, ti:f:le?' :' ',.- ".",>,,: ..:,., "'.:
:.l\').$~l".(,~r,y)Yl" ,l,in'V~'9rRt~h.R'p ~l.fJ l.t~,rmf)Hoh ~.~, ,t-l~f' f>fl\(':h"WY :o,f .JJ~lly('r'ln,g,f}:J.f'''' '
~nJ~ Qr.:m {'fl,iff!t ~-1~~ I{~(,,-,t();'lhe' ..mJ~,rk~t .,wh f:'U'·fll1 nJv('fl', i t y. or ·11 Q~'Jl,Tt) ti.t.:'o-r:~nni::r.:ltJ f)tl
.r('t~li,11~, Ji tli- ,tH n..'ilRtcpt~.,lH, ,,~ I)7~, .~\'e-lll.-,~p~,'~l'r(·d .·nn~v( hqrl~onnl:'Jnrin ,':(l:f,,,.lt:,inl!n
J;).~Jn,)!)t::.r\\'e ,:~OJ:llpt~,tt>~. 'ch('mJflll 'S;\°n rhf':;::ls()f .lh:l t 'Rn h~tJ'I.l.c('n.nfl~, f:ll." ,·In: 1.HT2
o.lt'l':~l~:l)t'W~.~}~Sl." ('!I,'n ll_d~tril~nf'(llflt:(',lr"t,rtk <'R l~y' t'I)to· rfriff.m;mn,.l~;:Ilr~(llH·,,r011)prillr
'tbrougb' ,R li.~(',n-!'e' ngreo!il."!tl'~ ~·I,ql',~he"YI.~{)r~.sJn 'Ahnnni' ];~~s)~'!"t"~'&~.Fl)11:~fhltinl1~
~ly .t,l1<' ·r~id"ol.1f17~,tli:i.~ ·.(I,rl.~~:.Whifh.i~.·Jmlll):rtflJlt fnr .l,l'C'nfn'lPnt '1~',1'9tW·':fJ.i.:,:r~~'p.
J~~. ,~,.n:i lflhlC'·,,:.t():JI1Q,PUlt,J ie ,p~l-n:"pr~:c:rjptJ?11,,:' 'I"n:~l'!>to Thi,~i:~:·, 'l1';'r>mR:~~ft hl:r:-'~:~,f!I'~
Hme, f~r .an!, crril)\o~,~nrl~'.bntr'~~Jatlr.··I1:';.dH~I,po~l.n'llin':~nt:,r>'(1.QJ:'4:,11IlJ~'pr~ity"On
t he--nth~~ J~~lll~'~,~n n.;r:, .. trt,\",~T)Jioh~ 'llr"P .·l~,j)~:(·~o.pn .di ~.r·l 'l}};(J'(1J-ll :' ,f,lle',:1.;);"t>l'wr' I1fnn'
J:~.s!iJ1J.~i()rl~tllfl,tent .ngrePrnerlt-,~' RJ:I<l, t~ose:!,h:Tt, ..n !'p; pithr-,r:.n:p;\"'fl' r~:t<,h, ··the-tlltl)~~~Pt
or.'lf:'tlle,r',.(t,o Jot, .J(I k:es. mllny; 'l1l0 ny, ,:v(>fl rs,' Thtotnnjor,prnl ~l('m.l;',tJ,lrt t, ,(lrp~,'(;nI11­
paf!i~8 wn,~notinV(l$ttfl~Jr fllhtlstod.eYt'lop :,t, n('w drnlt Ill) lfl~~, It h:U:l.~~sllr~n~e

thn,t }tg::ln\~estm~'nt~nlJ~prot(>c,t{'d:.~e OTl}Y assllrftt1<:e, t~lllt{'-fnl,;'hf'"IU"-O,oiih'd
1::;p~.t~nt ,'[)-.rotf'rtton~,I"nnisnre lh;~, rt'cor~."'jllghow thnt,p~:lp,nts,.'.rf'.t:tiI1("fl hy
uniy~t~i.-tr.. ?r nonpro'fit. or::n nlz::ttions, r"rf> mnHl:TI1(lre. (;ffi('lcntly dcli\"('rf>(} ti],the
nlllr1wt' tl~nnpnffmt~ .l'ptai~lNIIlY, llJnTldlll~'n.~~ln('Y'.

Qt~~Jfti()nN(). }J: Un.'" wouldl?ns~nge 'Of, the l~lliYerRitY,nn,(18m:nJl"Bl1~jnp~!,w,S
Pnt,~ntPr(X'edur~sA('tnffect the nhilitl' ijf :iJ1YentorSll1;:~~(J1:1~~el~Jo$re.th~ir
i-mporlf1ht·nwdic.nl,dls('o.crles deliyered to the AnH.'rican· :PCOf)lg'us, qn i:c'l.:ly .as
po~sl.h.l~?

Answ,er:':~lnce."·e11a~e ,pri~t('xperi(>Jlc(>withan in~tHntlnnnl'Jlntl?Tlt:i~:-:('f'lilf;'lt
h(>twe<>n lIE\V nn,d thellnh-0rsity of"·i~con<:;in. wc>-knowthntthif;pro(,f'dure
rnpldly:dpH\,"{>I'.slllf'dical discoveries to the· AruC'rica-n pNlpleo '~T,n(ldili()n.Ireu·
('mnft~esil!~o~ntm"SS1J("hfl,smysclf to eo!lcf>i\"(' of anel di~clo~etn\·enlh:Hlf.:.asrnp­
idly n..~,~~~ihlpt)('{'nll!':'f'therels n -feed·hllck to tIre itlstitutlonand u~uan;rtothe
tnl'(>n~c)r h.tm~el.f/hers(>lf~ . .. ... . . ... .... ',:' ... ' .

QII(,ltiiO'~' Xoo4:Inyour experience ,(!()f'~ ,fh~re gp~m to hennyjn!'t,fflenHonfnr
An ngencr tott!k~ ,m:cr-,&3"('ar.fi!'; f';(Hot>time:; hnpfK'ns, bt.'fotean~·,deterUli[jntipn

enn h(~ mn~('on,di;.;posithmofpnt('nt rig-ht!':
An:-,w£'r:. TIH~,r(>-ls no, justifIeR t i~n, whntsop\"(>rfnr nn, n~(>n~y+()'tnk~n· Yf'ar or

lou':::t'f to d~t(>rminefH~positioIIof pntentrighr'~~It i~ in('on('piynhlf'; to:me Why tIlls
f:()rt of tlmf>h;;r~nfr(\fltomakC'· such .~. ,detf?rmillntlon.(,s~(·lapy.f-ltlcp:·gOYf'rn~

nWh,t nJ{,·n~i.es rvln,inmn:r('h:i l1, rli!ht~'nlldfurtlH.'rmore ·l'i',talu'lit'f'Ilst>-frf>eu:-;e or
aU hn'.en!tons genemNd under th(!irs\~pport.

nEf3J?ONSES 'TO:S~~ATOh·])~LE~8, 'WIU,:M:E~Qt'~8riOXS'BY D~R~IIJ:cToRF\'b,ELt:'ei

QU~if!i~rl'N()o ·to~J .'-nn~~~tfl,lld tbnt .. frirt>JitJOn.~ .p,"oh~in~.fr?tn,. ~rn,n-fsJn lJ,n,Il-E>tsI..
tie:S.Tf,,'qllire 9grp~t:d,eul 01' de"(>loi}liH~:nt,Rt:prlt"nte ('Xllellse~ D(frOU tl\f>n,bt;liel-e
thll:tll. cn~tlnctfnn ~)).0111d )~: "m{lde:. h~t-we(>nrlghtS:· to:-in\"e:ntIQn~ '1\rl~'1nl;,·. front.
K:rn~tR.'~nd~f~lltsnrislng frofllcont-rftcts w"itbuIlh·erSitiespr: nonpi·o.6t
orgn)'llz:t,tf()lls? ..., .' . .. . .. , ':. ...' .:

A!1~l\·er:.:!.r\onntbf>U{'Y(l'thnt n di~Hlltt.l()n,~h~uhll,..';tiuid~ betw~n.tl,t:hf~to
tinent10llf; nrislng from grnntsas opposed td tltosearlslng froin contracts with

.//~



RE.Sr.O-x:~'f'~~-iO.SF:§;Afdn'·h~\t 'tt'S :,lyftirtt"x ··Qirf:iiTi~x,~::nr:·I;ELA,XD:'C_'CL\rU~,.jR'"_
',' .. ::::'-'c:;,:" .;' "__ ,::~-,:~,O!:; '.• ;, ",:": .' "',, ...•• '".,:.• ",,', ':.,,' ... :.'.:: •..... "\:"", ·.. 'c, .. '<,' "." .. ,':' ..,:", '.:".' .",.,.:-,':,~"'-,::"'_:::,''''>

QilrSfW', ..:t,:,::~~~~lrl)'n.:,,~C'. h~('.n lnv~I.~~Nl, -:'n1\'nll'rJlh~r()f .,~Prt, ~?l~.o.rt:tn,t J1l('dl&~t
d i~~'O\:f}:r~('.~~, CfJlll'l.'" .~-~~l~. "pl1 D1~",'.\'ht)'ttl:t'r,or':nnt ,thr:r:-r' isn~y.ltl('pnt ivg, '(H,r.. IVI.-l,in~
y(-> not0r'~·u('h.ri:~ .r~"ll-r~t'l(-: to, r{>Illai,n ·1 u \"f)h:~d --in t heticy(01qll'heutornpat-e,uf~lhie
ill\'pI}Uon wlwH 'fhl',:~'lIlHri:n~ag('li(~J'·.Tet:l~n~titl.~?': , .' •.... ......•.•.... .. , ':,

AIJ,:--w~r 1-:, :~~;I,}:~·, t.l ris'\:r r,.:i~ n'o_ ,If. JIIe ,fll'll{-llll'J::,I~'~t:'n('Y':'t'<,ttiln~t,itl(>'to JJ1,~'iP"t'11t-jJ.l.n,'
j t ,IUaY.'\",~U'h8 p~:n n. {~fff'('t..o!l,.~.qd('ty'wlridr is mr.di· worst":t hnnlf"lh~,lnYe:'f1t;lo'i'l
h;HlIlf',-pro(.'{'u r:rt'fl.ln thp:n:r~t.lllue('..• lteon. aet ltnllriJ('(lt'rn~l:rtln~, hec.all~p.it
JIla~"Hl-HCt~tJH~in\·<"n__t:1on,outof f£·ncil :(Jr.PY~r,r(}l1P WhJl,(,'OHhlhplle~t:unl-pf ('(;tlr~e
'flO imp (+:e(·f111,p~-pr·1un'lIt it· ng:lin~ JL1I0 one,is,yillin.l:}·n.~I(>lkpn~f'd,b>Ythe
j!OH'fUllWllt, t(rnlll.ke.'lt" nr.i fth(··'1~o\"f'rnm(,llt·daill.lstitle' to .it :u"d dO{'$·H()th,i'lJ~.

tJWhlt'1lnnd ..~h~ ipW~111 i(lll)fr't~ dOOlnNl to ~tayinIlHr~:HHr>-,

XOOIIPwautR toJn,'p:-:tlllr-~"'.~llTP~ot.lllml~Y to d('-Yt'lonn rirLJle:~fpct. it i1 in\"(~ntij)fl
if they ,thiHk,th,~~E-' is :)chanet>-fhat tJl('g()n'rnHlent,,"ill,li('('n~ea(~mJl('ti~o:~ ali
~o(Inns,tllt'y hnyf' Itlwrf{'('ted"T1wre,ue twoqnestion~'pn:--ed~() 'anin'-('Jltor:
]In ,'pY"In :lllliU(>ll fnr itpntpntnnd who' owns it'! Hthi> ntISWf."I", IS y£>s, tn 'thf' ,tlrst
IlllP:.;tin':l.hutn.~rflntor~'()Iitm('t($Dsfrotll thpXI H) iSlll£'lltioned in 'HnswerillJ;
tJH'!-;(~llH(l(ln(>~tinn.,inf('r<,st()ftPllfJHh·~rHtherrapidly,

Tlu.~r('nson fHr .ull ·thi~ Is not that .. tJU'¥Il,'putor'--urthp (,olnp~ny:d()~~.11ot .Wri;ut
tJrp J:O\".,rnmt·ut':md ~(ieipty to hlly£' thf"ir Just do, Itifo: the: oppn::-it(" : The fl.":1:';9u
'is the ·lnnHitor find the ('olllllallS do want sOl'let,)" nmi go\'C'tnrnent to 1,U1\"",Jts JII~t

sharp;
()-Irrsfiml' 2:.111 'J:Nier:ll WO,,11}(): ynu~n~ thatit is nsually .,~('ry ~lP~i:rnhl~'t?fl'u-.

liC'f'Il!'o\(:<'of:H pnt,E".nt t.o JIll.l·P the in\"Plltnriu\"olyp()·ln th£> cI(,Y('lopl,~lpnt 11~n('('S,.;; in
('n~t•. tJ,!pre:nn',nuy llll(>XlH.·(~h·~l"pr()h)(·Ulst hut mil-:hta rbe thut {'onld t:aU . for an
ndll ~ Itj()lior dl~n~e.in thf" Illn'llfrflll?

An!-:w(>r"~:\Y.lthout dH\l.ht.itis'n·ry ,dpsiruhlp to hn,'(" ·tln~"hl'·('ntor'.of n'pnf("n~

fIlYIIJ'·flllln,nl~ df,-p)OPJlH'nt J.,rnN'Ji;JS~

In 011('. of.,rus hf'~t l-m"~J\fiOlls~ih'" nli('n)llloo(.l' ~~.II('(I~(",("l{'(''trO<l{'-rmtf.''"i(,lfih·
U!i:t'(l~nr,()hle:lns'~\-~,r~Plr~Hnt(\~~l·.ln;th~pnrly~tnJ::~R, of thede-'~("lt\9)rne.nt.,yhicb '
,('an~p~l- qnf"romlY.lI~'~- .•.. (t·hl'.lIl11:in ·{)f1P ,\,()rkJni()u, It l, 1.0'. com('- '-l':t~ry ('}~~f",. tC) .. ~I,):ln~.
tll.lllhl.f: th{"w,h~'lJ(',.id.~on_lt 'YUH only :hf'('ltn~(' r.per~~I~nllyl~lt~~ry~n{'1I"on:hl~hfrVp(
fll<"" r·otr(>('.tll~~~:of -nt~~nd~ln,nll~l(",ll ,fil1(l·. linnlt}'(lin'h",~y, ('()~l Wit?, thp'- $l~\1n,l,',)lh)~
1111~~H J 'u"y: IJP:U.pYP,d:,,fJl£>r ·.hnd::~tl('Omlt:('r(>dthnt .the .. dt~Yf,'lopm(>nt::,v~nt'I1,'II~t:l,'d;
~nl~.r~, nr.E",'~nnTl>', ('~nmhies: f\t,.thjg· in .IllY 'own ,in~"ol\"pm(~nt w:,HII (I,pl'pl(lliIllPnt anti
tll£'re mu!'Ot Ilt'Uwuloutn(Js ot,('xa~ll!l("s in th(1'.l.in;"~ ofotherh',ypntors.Ypz:ynft(;'n

I . .. . 84... . ...
.':.' ,:,,''':'·,t-:,:_, '/-:,':' -"',' ',> ':" ,.'':''.'' '.,_: ;-",>:..,':', ,:',.':.:.:.-,. ::':'_ ,: ",".', ':::-..,".- ".:',:.,.":--".',:;':

uhlj·:e'fSt""(~~:: :,?r ..:::ii'~,lU)_~~~:t, ry~~~:ni~'ltl(}i~~~ ..,~()r:~,ir~i~\',:m~t---:~n _t-r~rt~:'--'_-:f!ti,: -,-_·,:~:t~~b
t(t(),-,rp~ _'_l--~J~l:~t-',t~,-t~'-Jr?t"~~:'-:()~O(lU~_~.or:i~t,t tti't),l1 s_:_nl!:~J~;t,~l)n tr~:~ffr-\}'Itll- _i-i.id_tJ:!ff_rIill:'('()h:~
(·,~rri,Rt;"r~';~vttlti_fwdr~IR_~_,~,thl(·\:~:~~,:th~!UKll,"~l('oYlt~;~t,'is-con~i{rElr(>('l' fo 'pe 't~~:r~Qw~~_._i~'
~t-,:Pt~- iJl::"th:h:f:}t_-:I:_(ml~'tJ,I,f\~- __t:'x'p~esst'!'f:l ,i)WI"~' :d£lfilli{'i-\'~ pf)Jli-\"~}":?r n ~J~Ot~, -~Pt'<!t'.ic
f'nflr~~1~lr,,::"J",i:'~:Nl~-t(jIP;t'I'1 d.~ i.JI~ ,uhde'rs:u(~h-~.oII t rnct~stUlten.d ,to J)g: ",vh?{lyi,ncidelt
h~1 ',t,n" tII,(·:'i)iJ~I~.~,()r-' tll~, contril,ctlfl,ul ,nrfl nn~.'tl):~.:61, )J~t,,()~' ,tlle 'C9~tr:~ct...\-~(:a
'('(I~I~~(H)~:llCi~~'__:'i,~i."lU(l~~ (;l1~i',~~', tll('!-i,(':llly~ut lon~.;.: ~11st ofi5{ ,Ihof-le n ril'lln:::u~(l,-~r~ran,t'~.
t(',~t ~I.:iri~;r, f.{r("1 t: H'eillof'd~~~plopmer).tJlrJd.t:hPfffure,.i rl.~~~IJh/p~il~':t'e~sr.,q·".tg,thf'lt"
(1~'~~~,~WU~'I~,l.,"',~.~St::,I~ ',ntr0rd~dj..~lhey, are, ,!o' he, 'tr-an~ferr,e~ ,to, iJUh~~~,',for::,h,?~
tH.'I-lt;.t,iL. _,:""::,',, ,'." ",'.':':""", ".",'",.'"""': ,',',':: ,: ,' ...'.,.. " ': ,:,'.'_

(ll~ ('J,,ti~tJ.:::'~-fi>,,:g:,' "t)'o.'ynu -" ff'lJ~\~t:', t hn t.,nnh'.f>Tj:li.,f.i(:ft:, IIIlVe-, -delll,()n:!litr:a,t-'~(l, ,ove,r f:~:e
1111'~.t:,thelr,:;~~lJn,h1~.lti' t'?: 'co,Jnll.i~r('lnlj.z;~ their' invenUonsthr(~jlgll,retmlti,0'n.. ,().t ~il-
,'(-'nt.'i,rlllrl.'ght~·~!->.;":,:"::.,,.:,.,, • .,: ." ",. '.'. ':-',,'::,::,.. :' ': .. ':':.' ,""".'.' ",:;

:~tlS\~'~t~~, .1., 1~l:h·Yl~.f-,h:.rt ,(,t'. t~,' d(O,nr tll11,~nn iYr-r-fo:iliC'~, ,lI~\·,~~lf>mCl~str~t.~,d ·.·.lh,(>ir
(':11 til,:hfrl,~t ·t"". ·(~firn:Jll~~l-'dnl i7.e, til'~'i,r 'j rj,"c,n ti:ntl,'s; .'~,JJ,rOJI:;~I,-' tb,e:.,rete~i j'fltr :or· r,i~hJ~~:Jln~l
lit,,(,ll~illf:fnt'fh(\}JI'~('.rillons.,'.Xt~?fl~, e\' i,rlf'll('e;?f' -t}l ifi' ,('n,pnl;Ui~Y,hUH' br::et1 -pr('~rlt
t hr(,.ll:~1 [ .: fh, li', tt.~:IIIl'(ll(:IJ!J·': t,mn!-:f(' r .• Wh.f('~ .. )1 :l~: f){~l'11 ned. ;li'n(ler .. in~t it lItion~-1' ,': Il.~ l~'I}t,
n-~r~'Il'1t'rlt~~s) ..pr,w~'en:~:~ri:b u:-; II ui\':~r~jties .n I}(1,g(t\'~rJl1~,I~n t" a g~n('Ies.,,Speeill~'1l1l;v
j,II};W allel XX}'. . . .

VII ~,~f.i;'tr:~'~" .1; ': It ".Yn ir:\yer(~: t~)· comp~:,rrt~c ,re('.()r~I~9,f IW\':p I;1f iohs,~te'~~~l()t"f~rl': !t.r '
t -h(. ',un:1 ~;(>r~lt,t('S';,_}y JlPl~pJ.PY: '..nt~I.ii.n.ll;1~~f"nH ('IJ.1..o::i~llrS. ·.·w ltl1:f.Jlfit .nf __'f:~I,e"e~g:enti:te
n':';:f'lH:..l(;'i-I,~"'Ii(iI.I,tl',~t~Ut"H,thp r:iJ;'ll't~~,whlch nf,tbe ,t\\'O'hIl&deIHO~IHtra fed'a .. l),ett-e.r
('unnl,ilfJr-()((~ritU1t~fl;inlJ7.ill:J:.lt,r':J.dn(!r~~;< ': '. .,:""': " .':' ,,>,.',,-

"\'<!l~\~,,·r":,·.:\':i:tII'f),II~' (:.ll'~~tJ OIl iih(.,llil fvpr~lf} tOll,1I ~'P.-,rl{'.m pp},f rn tNtn ,: llPt ti'.r .f?.nI)~:-: ..
hili,t:)~,:f,,~,'q(jl~IUt·r,.'hiVzing invenllhllM' ihnn ha,\"e".t.h'e,Hxt?c,\iti:n~:'"al#,mdes.Qf,,'t!~e_'
gH,~('-rntnE"O:t~ ,

"--""'-- ,' .. ,-

t
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Rn;p,?SSE6 TO ~t-:XATOn: DOU:·S'''~I~lri!-::''OQn·:STIOXSnYLET..\XO f'. ('LARK, .TIt.

Qur." jim I:no )'flll'!'If'li,("~("tJ1:lt tlf",:''nlprH{':lI. tp(>llnnlog-)' 11lerpl1~ps 11(':11 th ('osls!
~\ m.:,yC'!" 1 : It Illn k thntnC'w nwdh~nltN·hn()ln!..~·Vfl.'"'~fnr it~('lf m:l fly limps O\°C'l"

its(lonar('(J~t. XC'w IH~'lleal {1i~('(l"~rl~~~ lUltlth,{'ir, ,1("\"f>lopmf>l1t (Onust it Ilt(' (l1H' or
t-hf' Ili~-1!f>~t-,. if not-the only'o t,lnllarha,rJ~::rl,~~a~aHaIll(' tocla,," .

.'r~· n:\})~('n t'1t'C'trnde, fdrexfifllP1C', ,('o~tsolll»n fpw ,dollar~ tn' m:lk(~ n'ildlf>ss
than n.thollSHfulcluHnrs t().pnt,t'ut :utl'd :lal1UC'h rOllHHPr('inlly,. Tn ,tIlt"' J1l1~t tW(,llty
)~P:l r~. It wo.nlflht' t>:,lsy to 'Rho-,~," ,that, Oris .ox~.. t::t'n ~l'Il~()r ~11li4. sny('(l I,nill iOUR of
(lon:l:.r~-flrohllhJY,hnIi~uls. of dO,llarl-'-:--in '. Ilr('\"f'n~int:: disl'IU'P.. hlindn~ss. l,)IC'lItal
frtnr<1:1 ti(l'n. loss (If·· "'ihlllf,';, nud; (ltHl~n.c,(' fr.OIu pollutIon, Itha~ df'{'rC'fl!-)£':cl th,e,
~n~t of. rfOSf>l1 Tell)I)". ~11h::;t,i tu t JI~:': .. tt:-.i m.1)h~~ (Ii r.<'~·t·. T('HCl! llJ! i.II,'~tr~lnnPtl t.,~·;hkh, :rll,piclly
nndJ~tln,1 i nno1JslYUl~n.:-;n rc~:-t m;:n~(>lI; h,~pll1('P', '-:~f ,n1C)r~,('o:~tl~' .n nIl hlhor~drJHallfliJ~~,
(~11I}1hprs()mC' ~mlfpnll:'lit.It hfur th~I:~'(i)r(' 'hf'lprd d("(;rellsetQe ('ost ,orrl\)in~hot,h'
,1in:-:,;(\l)n(1:,('tIlll('nl":r(':-;~'lll',dl,," .. ,,-,' " ":'" .' ';" '. '.' .. '

lthnNllf'll,l("dl:.,lal;p:IH),:-;~H'l(',~[l ft.l ,Hnfl., rpli,n:blp op(>-n~h~~rtnn(1, foltrnki' '~ilr~prl'.
In thh;~en~p; 11)" fUI·iliJu.t i'n~ SOlliE.'" nfthl"' gr~nt£':;t steps forward 'in Ill{'dical('~r~.

85~;

ilif•'h¢:#~()iial:d':ti'~'P9,f"t;fi~;,t'ri~e1'~l~t1,g':~~:t:tti~I,' .Ij,~~ ... ::th'~::~r~?,nal":,(J~i\-ff,~fn,d' i(1'.~n:flfic~ ~
(lhtX\~'lt~f,:', H,i'~<:~~i~(i,ji~i~d""'ti::·',.'fShil.'tilphj~:"~(,:'t?~,'·,P~~J.~t:::";,,tyit,~i:n," ,ff., ~Q~p~'~:r~,· .• ··. ',' .....
:.... ,'yJf'h'l1~,n:,TJ~'mf~l,l~~'lJ1fy'-f>Il frj)h,~~ '~I~j''£',l~I)~i,~n t:. ,,":(:~rk :. f'ft~n ·.,~Is~, 'I~'~'vOIYfS,:, t'll~ .',(~:~ij i'~
('3t ~d,:lflrl'\,prJ;HY'~lfr~i~,i,:n~,,,~rl!e.lntl~~',tor:m~y'.ttl:1tnv,it~~. role,'in,,~~~hl~,:tn~t.·;the,'
llh'\"'~,I~int,l~H. n~l'J. :~·re,~t·cur~t~ly,H·~I,l:--Int,ef1·,n,J1{J:,frall~ni it-tt'd.Jo, thi'>(1e\~plf)I),nlPnt
~r';l,u~::,TlIf, i-nVt:'11t(}~·)ro~,q'il:lY':ln~y.1Ie~O'rne·l~,~iJ!I.:i:~(n'fWl'~()ri.,t~t\\"(i~n.·.··th,e. __ olinic
nll(l,·lheconlp~lily",eii'J:.iJ.igp,rjn2','flt.~rr~ll~l,t' ~ie.- iI~:n!olt.se:e:tllnt, .th~ •in\"pnHon"'h~tiJtl~"
nlo1tlcd,:~'q"IJi:~,JO,}I~:.':'-n'ro.d:11l?(>~J..:on,li 'largerf:(e4:le' it ,janot .·dlocreaf'Nl -in .t~nlg·:y".,bllt

If'li()~~ilile' Ill('X(>{I~,EKl: ,J~,):fJ~tJl:H:f:~,~ >': __ :"; , .... , '. ,.... .' ',' '::":, ,',

e,oll,l'd' I.,nd~·. ,.t,hl\~: .nJl,t~iis,)~,a'reIlln~,lirh<?~~~, fJ~()c('E',d!{, lle,~t. ,If .thp ·()\·('n.,ls,.·k~nt
~"n~~~l Ily.. 'trf.':e:' e~'fhn'I~~':9r- i,(IE:>n~ ,~1110JI,Jt'~1:1,!hpH~ ind ividuaIs:;. Ch=-arud\"a nee 'huller:-
SI~11H'in~~"(~f11J~E'rnin~:rlJZ:bt~,ptn~nn~~'Rthis,prpep~R;',".'", .:' ..', .':" . " .. :'

(Jrtr'1llloni'1;,] .~~~~.'., PFlt~tiRiil}~,'1,t ':to.. E'X'~t m~:n~f'nCY ,,,~hJ('.I1·hn~ not',o'l(){>n: :ln~
~"'~tr,l'(li n,n re~{e~jl'C:'tl::pr~jl~rt(), fores~ \~.;l~n-t tIle', 1Jhrlilat~ ronl r ih,~,l ,UOn '(j:~·,-nr(,Htllt..'
hll!i:ln·,~tltfon,w,iflhE'·t;,,"',:,<,·:',. '.':,' ',:-',:": .,' .... , . ,,"',,",.

An~~n"r::J: Al1:nW,:'llr~ ('n~l~o,(;f'q.re's~'~heUltjtJ1,~te:\"nlnenf:,nl1,inyt?litjO'n'.·
~t is :tltn,ost :(:rm1l,llptrcly i'Q1ptn..cJJtnrto(.'xp('ct tlmtnn n::::enc~·.\"Iliehhn~.nt?t .11rt>n:

inyotyp(},i,ll n,~t'~i'n-r,(~Q,'nroj.k,~ C:l,ry ·~()r():~f.· the nlt.fmale-:fnn trih-'.It.'ioh,of:f\u -illyeJ:\-'
ti.:t!llo A},lhuil~h .1,l(~{W~~i t-Y:f~. t he:n1qth~r:'(}fin\'ell'tion,(and:I t.hill~"th:l,t'i,ll"'llstsnt:ln W
,oJ1ePt~" ,is"n ·.f?ri,t('~:I,nn·o:f·. ·.~'·i n\'entJ.Ol)·'J, ... t-Jl~·n-"ed· . for ',so,mething .~f1ll· nt ..•J)P~t •. (I'~.tt'J,l
lltl,~('t'l~:"onlY::~l il11I~,I))!." qtJwr.~;, .(),~lt?li,; t~,:J~·· (}u1t::tf,tl?r:;ln: ,in~frllJ:h~II,t if;fl \":n,Ha,bl~
fiJI(l' r(·~pinorl"I(>r~~nT (~H:nI~lnn,R' 'I,wlrtn tQ-',~l,se ~t•.Jl) 11tit'~IlQtf:'ntJ:~d:"nhl,€':~\'en:Il~t!in'~

'to h~'·nllprednf('d.,All.}n,~;etlt(}'I:',in:;:Il:,uili\~er:-:1.t-y"or1l1ft!it;.nlc{'n:te,r:__ f'~,lll ,-n-jlOR-Hion
tn' :-:p~;~,~stlland.;'~1t:l1l\JlonI{,,,;1,1~re.t,~,~:,ns~. Qf'hisil1\-e~tinn 'couhtnre\O{ll,lt$ll,ITPJ~
i Il~',~r' 11(',~!llt'f!~-d,(>hl~"~'-,l.ry,iU.I.lJ!11()9i S~, t~n l.rn:<·11t; 'n119, T('t!O\' l'rY~: :r.:~,l~k',~lO \Y:l~(~~~ "C;t}l ;
h~ t ~,I,t~ ,(le:ci(~il.1,~,:f;l elf1r' i-lr~,elJing,.~'h,e.,Ide~l: \yhen.'c{)I~\"elition:,tllllflrk.et .,~Il r'Ve:r~:pr.in,t ;
oilt,dh:(~nn,rnKhlJ::Jindj,i~:~.',,;, ,:"'.",,:,"" ,:, ," ,•.':' "",,' ,:,':,,'

·~I)hletrm~s.the'q,tH>s'~i(l~.:It~ltfr:~tU,:~tn~,.·.in~cll,th·e,mrlHh,Fn~h"ng':·'~i;fYnl1,~hnitl
h'ny~ '1l:'-~,()nt:irH,I,O\1~' iH(lI~l)tiOJV(lf',·:h.l.:l)O('],,'~l1;!arw~thOl~:t th~ .... 0(>('(1" ft},r,,'t,pn,1J}~·tn~
I)]n.,ltl,.,woulli.this .he,' U:~eful?"~b{'g-ips •. tUe\\:,boJe p.roccss~·wlllch',finallr'"clillln~,~~

inn':Ill~rl\:'~t~: ',' ',"" ," '",,',,::', •.. " .' ,:' , ", ..,' ,"-',': ,'> '.. \,
():"r.i~~j*?~... :~:' lI(i,,> .',,~ollltl.: pa~s~J:e~fSo414. flfr('C't t-lleflhility' of' un','inYentor, ··th .. '.' .:'J"'.

pu:-;h h.i~ill\·out!()n to its:i?;.re;ttel:'t'1}():,;sihhH1flPl'itcat jcm'? " '. ., ' .. , ",' .' .•~, f '. .
Aw;~:('r 4· ,Th~JJri,Ul<l'ry,IpnJI},r.('.t:r.~etjt ~\"Otli(1;'ll<lY(".fToJll,:the... 5hmdpo,int or.an '1lI"()

in \"f:'llt()r\\~f!l11dl.eto~lfa--r,the.(I~'?l).sf(),~.fl-etlon;,lt .would',(',nhnnC',(>-Ol,e inY~llfJn-

1,r()(·l":-;~ I.)· I)ro\'hlili~':li,l :l:f1l10";I-'1~{'l~~.'''~JH''r(~(.r(,:l:t'I·\.ny .... (>an,.1l01lTiSh. It:·1.\"0111li /... J '/
l!p:;rilJ to ren'rs€, the d(>prN;sinlidi~tnl!olt'forA"cw('rnmenttllnthns nri~pn:,in, 1h~ \ .
ll1iJl(l~ of.sc-jf'lItists.Tma;r ('\'C' ....luni.ng of n neowP'fn wh€'reJ:o,·C'tnuwot
(':m b('Come. . f"" oe un?'n ,0 . '\IH.\\ ." ,',,', ~~ , ', ' ' ~:; ; _,J,f

• lH.·rJcalls,wi.l:'lf'"l1TO':-<O~l'rvr.notnrily th{' m('(li('alIIE'(·dR.a~jth:l!"$i) ft< -~

Jlr(llHlI~',dOl'J(' ill Ull~ln:in',S:llIU(;o°S>hut the great 11C'€'ds,of thp f\1ttire in thE- fiplds
of "Il(>f~yamlC'll\'il'onlJ1gut.

Fnrtht'r.lI.\~ t.he~IH"t"ntor h:l'\;tn~ 11"fr('e hand to tl11k topntential mfH1ufnc­
tnrpn:. eonyinrin~ them ofth('" imp()f,tuIl(,(> nlHl potpntial mnrkN for tlie instrn­
mput, dl'la)"l:' 111 g'l'tt:ing the iHYt?'-1ltion to.tlre1Hlhlic ('~ui ill' pren·11ted.
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sJlCh l~~''"tlo!,sba\'e Incre,ased Nst,'but ,open.benrt ~nd.ilOrth! surgery la.gh·e~~
e1i.:'t"nded Hie usefu: and productive lives of over 100,000 Indi\"td~als. They will
p~.~,~:ttfi~;:'gg~SJ1,i:iiJi)a':r:,j:ll:-'x,e~i'-_::",',::',; ",' ,_,c':',';.<,:,,:; :':-, ,,' __~~_'_'_~" ,",', '. " '-<":',. "':,,' ,':::'.:-:-,':':"-~'" .

\I~yep',:(jit~',(i~: tli~'wof5t '~e:c~:\t.n~t;:nt,~(i~s, ',a::·f¥!Qs.o~Il~Qllt: ur~,sJ~'9~:}~'~n~n.
~'hidi" m_e~:~~'r~s"sll_~lfi:,gl'~l~o:~e", (.ntt~~~IY" ~ri, ,it; ,f~,acti(jn",,()r'Jl, ,d'tO,P ,o'! ~,lop~:, i~}es$'
t~l.~~_n_~: )lli:~',tlte,{:~hIell" only._co!>t8a'J~·~"huildreu"d911a:rS',t() .,Inv~l1t n_.rrd,;r~l,lc~to
pru~t1c~l,::11.'a8alre.~di:'sa YCd-tells'9f ,t~ou~nJi~~'or,:~oUtrr,s Qepilw~~,it',cl.\u,., ,pefforIll
a~ 'l!I:lIlttsl,~' ":f~r" a n',:!HIOll~oJ lh~ C()~~,~i:fb,e.';(')ld~},~rn<::thodS~Are~at.ed",fJ~ns.o[",:lam
detelollj'Jiff:,\\"ilf;prf>y~6t ,hliII(lll~S~,. i ir: c~.r.:tifi,~,'"fitllli,~s\"i t"h . uretil,h('II,c",'(li~Qr(l.~rs:. ",;

;.~.I~et~: 1~" no: lon~,' lis,t:of,adratf~¢s" ill, ¢~(li?:al t~cb;t:l.olQg.r()!t~n'dted'to: 8h~),W the
. lllcredlIJ1~'4Y~~p, q6.HarretuJ;u,. pt'res~eaF~b: t.o ..'soci.e~,}·:::&1f9tii,o~iCS, ,'\~~t--cines,. 'Ove~.I·
he,llTr,sll r,gefY" yit all)itl~; ':i~ld,:a!lt:l"hI~I1,,~1,o:q4 "ll.tessp-t;e,.~ r.iJgs., .f50D,1~:of" t~p~~: "f;ii-:
rectlY~~@Pl:J'lll~n~n.st~ul1len~flo',J:1a~(l-~oDl:~:illdiTeqtly:.]f :f,JwtlWdica~.,t·et;-'Hi(Jlog,y
0ff_cn'. i~-",th 6 ,'4.Jt.(}t:t-r'~tl: .,but-.:a~lP,(i1l8 'jn:,',th,e':,ltii}fl"t~11; ·~t(ll!t.i~a«lr, ~tdil.CC~- .h:ea~t:f/'
COBtS.' ,lV'bile' a".few "e:\:t rell.lely:,~,oiril)1icat~'ll1,e(iicnl tnv,eflH0ri:3,.J~n~,eIJ~llnr~uj:;ed
ot:~u~~e:l~hl,g :,m~clie~1,C9St.~~,tIl()::itIlew'~)'edJCh i:.dev.lct's:·or tlir·~ntionsby, sp~ediDg
41u&,ll()silil~:o'r:oilf11J'rO'~"i!lgtrentfuent and: Ejpeeding,r~veJ:'y'WiH,aduali:ys8. ve':wqueS
by shortening tbe, hospitalstRy. ' ,

:Q,u.ciJl(~m .f2: :,P9" )~Ol~.,t,hiUk:, "~bot ,.¢()st~onta~llp1ent,st~ateg,~es·have",any;.'relation~
slJip with what S. 414, is trying to aecomplisb?

,AJls,\'er ..~,:.:.Wel~.:.I.?,~tt~Inl~ ,thiil~,·,tllil~'.:njnDY'i-nv~'n'fl'()n$,d~,crel1se,c~s~~';inma~y
~a,l's;,'4Il:'in"'en-rjon- hi, l~,' very, na,tureym4~J()/be',~:I:l~\~·i~~w.l1icb,Pifl·kfl.~'~,-tdUgh
jo~': '~~~ier.'1'uUll1g,4 "w,h~els ,o~: -~::Pll1"lfoFW __ 'A1nke~ i:i:e~,:sIe,r "t,(r-tpnn:~port;:.()f
c()~r!f~;lJ(~,fpre :~:o 1:l.J~n.\·~ suc,h,i!"ctlrlt o<loe$ ,'iwt<:osto It.~~()U'<i~f:qot like thec:o~ t, ,yO'l
,Cll,D:,g~, b.ael~::to, tb~'lip-r:,~ or walk; '£h~,~(ll~n:~rc~~~:n"IHeqi'c.iqe'aJie.her.e to,stay.ll.~t
m~:~.1'Y Ciu,l,be.'~iltipliUed:tlU'dr-I,bcli~"~I1!:~e.ge,ttIug~~~,piltlc.d".. ", . .., .."

"'A;l;ld, ,'~()~:';~~" ,eIl;~(}urngillg, inv~Ji~ip~. ',{)llft, wHl,,:~tlOo/,tJ:uit the ,:¢osts·.· ~:lli. :b.(~l;'"
,1J~r~~ -..~~. '.~'1~:.bY_:~lit'J:i{Slllg':'PJ;()<:e4:~x:es··rerIl(jYes::t:he v~r!.·hi,1ib.·c~:st',and ~t;ln~'.()r
~stn1.llisltl:~y}~w~~r~11ip.:.ln:,:~:r~p,t.cas~" tfJgt l'kn;o',y" pf" au':'i~p~~J~·ellleQ.i"pa:teut
Oll.'~l~:~~n(f9~:It(}r, ".f()r' i~if~~lt~.,.W,1J:~.~~.sit!•. '*lJtaitl~'lJeciUjse .of,''i tSDoYelty:.ri'n,tl'1fUl~.
i tf~:,,nut-'t~.~ leg~J' ,costs-: ,(}f,,~()rt,ing·,U~,rou.'gJl'.' tli,ej~.lgle,,~f ,nge.J~cy'rUI~s~ ...o,r:~e-~"of
rtlI~~:I"'Y~:~~':' \',¢rr "Al,~I.l" -'rIte? :':'\O~,r~ ..~laily ',tirne~ .. Jb:et"()$tot,',the :lJtlter. t 'Hs'eIf.~~i~lle
np(l'D;l~nl\}'o,f,:~ ..~ese:<lrch ftHUH].qti.Ol1...l\;1l1~1l~ould,~.u~h ,b,e,t:t~rha\'~' ll(·:eu"sp:.~nt 'on
r~~ea,J:'~11,;'9r _:~ven,ll~rl1ans .~n?th:e~:P:lltelJ,t, .:():r,.1l' 'berter ',one.':w~re.srent.,o~•. · tliese·
fo/)lis~':~,n4:·exp~!1~lvet~t1e~eJl,rcb~s,})l":~r,'D;,:ll,eriOtl.9' Ilfp:ny. ,m~nr.D1(m~lls.::.i :,.n-m
sqre: )~:911'coutdJ;;'etinU~h-tesU1'lloIlY0ll:'tli~s.subj,e(:';''Sometim~s the, cost' l~<; ,n? 'donh,t
tb~ loss ,of the.jll\"'ell.tIollIts,el:f;bec:nll~e~veryone giyes ,up' and,begins a pew
senreb to ,solve the--origillnl. tcc:hnlcal.problem.•

Rf:'SPONRESTO·SCKATbn '1'Hmi~[OND'S~WRITTE~QlTESTloNsn:YLEL\XD C.CURK. JR.

QucstiO",.l: Can n.large',C()nlpany,~otCf>\"er~'~.y this !)ui. ever recein~ tl~ht~
tOlluln",ention whiehH ,husereatetl pursurinttofcderally-fundedrc~ear<:b:'ViII
thisbUI 'j,llfillr way~hAugethis?

Alls~\"er,1: A~-; I ,read tllis, hmit ~()uld~otchangethePntentsit~laUOI1\\",ith
re8P.cet to }llr~e compnnl£>s., f:!'xc(,~pt.,that :it.wou19 claz:if)~ .the situnti.on with r~slJ~et
to Ulliyersitics.It S("CIQS to me largec?1npnnieSwollld I)~' more wi IHn~. 'at ·}eu;;t
thou :tht,~, are ntthi~ml)lnent.,toslgnpa·tt'nt ngreement with the uevt'l0PIQellt of
mcdiea-l dis("O\"t-rip8 Iuade i.nunlversIties;

VucJjtion.2:, Lllfl(~r .s~ctiOll :'W4.w,hnt ~fiectfJ'doesth·e'l()..;)~en.r limitationhs\'"c OIl

the' g?\o(>rnlUcnt's r~,counmentrights?lf theown~ror.tbe patent J;"£:·ceiyeq ,$2-19.000­
in. the t~II·:rel.\r period,. nnd th,enre-<-eivoo ,~n.1\d,di:tionnl$2;)O,0Q0· in theelel'enth
Jo'('nr;\Y~111dthe:Ko."e:rnmeut behl>1e-to rec.o\"ernny mOHe-y,?'

Ariswer2>:,I,(lQll'tknmy. . .. ""-', ,.. -
QIlcstion ,3: "[jntler section ,208(7J,the, Department of ¢()~Il1ereels~oreeel'\"~

nl1~' rOJ;ulti~due,tp tl:e-Uuit('4 ~tat~s··nml~r this, .ldlL-='~· tnc'·!ul)US earmarkPd
fOr"U'~lr:parth;uI;~r'ptlrpOS~,ordot1}C'Sgo l rtto R' gl'ner,nl flllld,?

AJ1B"'~r 3:,1 think'it,~YouldDe,aj;o9d id~a,JrJhe.fllnd:H"CQlleeted<?YtBeP.t1f'~rt­
ID,('Jlt. ofCoI.um('rce well~ ~n.ck fnt-o,r('senrdr~:.'rhis,"'OHhlhglp'~,llKe',the:r~~I;l,t~h
~Jr-sum~o.rtltll;.· alid·· (Jongres,l!··· WOilld··.l1'Rve _~('Cef;S' to· t:h.is;i-nf?r[rtntion:,.p~c;h:-·,enr
,vh.{>I~nHldi__ n:;I8· .hpln,,!"'c,on~i~~retl~"1'l1e Natfon81-'~de-n:ce .• Fo-utldation has ilhroad
\"'1~'\'r'"'t~r14s.'to.'B\lpMr·t bnslc~,: ,r~~eflrCl:t 'wh1~b i:s,'nJ-wars: badly ne~d('d .• ~ped~lily
lJ()\\"~"ulllllsn~j'lllboi of ,'Congri:'ssl'iuterelJt in science, throughout the world.
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l'erlllipsall Ihcortoj frh", hiVel,t1on ."huhl go· onl; to l;;'flllOrt hll;de re"eare"; f·
,,,~pll_(_9/,~~(j',fUrPler, >_p~t-~:~!~,a:J~t~:,~-n,~ :'I"e<!f)mfl:l e_ll~'.,t~:ilt:,·,fh:~ ", tl!cri~'J~'~,JrOln-j~'v~rl~<?n~
.tg_t~l:"~ft~,~;'irtQs't, Pak:f,'to~u p:(.)('ii 'H~l(>rt,<;e ,hisfuJJ;:lI ,_collel#~:;,;~~ II cl\lJli(l:e~~rfl.(~ ~l~t~'r~,o:
1i~h.,I11~.':n1:, ,ll~~~\'erf;~ti'PB:,!,"k!~(j:~YJ,\youlu, '~ol'k' ,ev,en .,', Ji~_~(_I~I~.-'('}i~·,~~t:~~ri~_lq,ll~: ,~r',.a t
'~_lin~.t,;f~1·y~rygn9d,_it:t;ou,~:~t~if, ~" ,kIIOl\"J wh~,f)l1I?Pqrthw;,and:,eiIcoul'~giugyn,W1~
sdentist" nlthe colle~~h,,·el. . ...

:'9~,es~if}1J;,".t::'~l·~,:tl:l~t~·I:tn~l.l{l:lcllt:1OIlS ,lhat fHJ1l1 tt '.' (l,OIll p-nnJ<"~"::'rn riy":~.t_np,~_f'king
ll·Or~-'hl ~'OIvlrig, ,1#i:),:erl1,i~eri~: '\~'lH" If, '1'(::,t"he,l'),re~e,u t:J ,n,t,-,:llt ,p()1i~' .li", i~, 'r:iot (~Jlniig:~(l'J'
·.':,:"AI,ls~:er 4';",:~~-v':QPJnl,o~'.:."I)~~,(~(~,:0l1 ,n:~:Ylri':IH~'~~nt)J.S~:s~\·,i,tJl.§I~litlt','~.f!R~Tlgs~e~,:'o~er
th~_p~ :s't20 J'f?nr~t 'h;:,Nlfit'r;In~l~','~;(JJi11'Ul,n i e~:,\v jll' ~t(}p: /~t;',ek t)lg',,~~,~~rJ?:ril,e~~.wo,rk,ff'
t In~ ·p'rrse!'l~'~IIJ.; ,~; ~11~,~A"nt)t,pn~pd.,.'~lnn;v. ~,rri~ li:.'C(m~Iltl.ril~~( l.i~,~~-p_ )~!-,n.-t~ t!=Jo ,,1mf· .
,:~er~ifi'~, IiJrd: 'no~"!pt-~flt'J:~sefl,rc!r:'Jn'.stit,tJ tipn~), ,{rr~ ·,,·~.~,t'~Jli:pr::,.fh.~:';prog;rt:~sg ,of;thi~
Iml~,,:a'';'~!ti,-t~l;',hiH' ,,'ltll t~rr,,·'~~il,l~:t,ep"f4t.',;I~~:~~-s~U,r.~,::vi-Hi': f?rt-,h:lg}'pnR~n_~e,,'Of
t bI$''~U1"\~Pl .tli).Dl~l~,h: :~() 'e:r:aseJUle" ~'~o~~tn~ f 12,~rg' ,th.~t·, :slnft'J:l~.-hn ~Jnr~s:,',11~,~Q f,~('t-

.'!.i.,ng:li;l'\~9I.ved .\~j,tJi. gO\~l"llU~~rit' \\'O,l"~., Tl,le-y(,)'n.~,n :,:,f~I'~',Hmt. th(>/' pl)ve,',l():o'm llC~l
t:o:I9~e. J1r th,~JeJijJ~~E'lr~nlaU'·~lmql~nt?,ffeq~r~.L:ll~lp,th~t'm~.Y·he,in~~lll~ed. If.-.
the,pr~,8ent c,?;n<l l't l()n.s, (:(I.IIfIml:e,J 'helI~\"e tJl'l1-t,mn~IY.f'~Jl-1~,~'!l)mp::l~i,efijVi IIn)"l )id
tOs~rnnl~:lltCQn~rricts.~lto~('.t~)er." Thrir~·:iS:.'~'~;r(>at, tl~ flr:ell e\~~~(r in t;p.rest in'h~tter
Tt>latl'().11sh'i-ps ';t)ft\~·~Il inilll,strr:' nn~,.:Ul.lI \: e~ities~;:t .·:C!JlI.·h~.'st:t.()n g,J Y:: feIe, j n lite
b[om'~iJcJll.',£orJd,;""pn,~<;n'~,~:,r~f,l:llJl.·· R:..·, 1:1:4',wO:lrltl;Jn('r~:1~~,:J:lJi~.· .• ~,rinp<:r.f1f';'?II;,

Qnc;#,(lo'h •. •1:;'i\:r~t.~lCre¢OUPP1etl'~ln·{j\·isIons' ri' tilis, ,hi"1 .Sn~lii~ient: .t o.p'tcrl;il t'ex·
()'rt)V4~~,\\'.in(lfa-1l;:I.lT'ollt~:?,.,..;:.":-<'; ,'/':,.,.; .'. ,'-.'",:~;,:-:-:: " ;.,.-;.':,":~"-;':; __;"',,:,,:

Al1~W~,t ':':)? J __ ~:htl~k,·"·Inilfnl~;.hronJs .S1101~1(~ <!~.rtni'.II.v',h,~ fl:yni.f1p(!, l'~ln'ind:l.Ot\d
,~o. "l~U:e,'''9 .-t h~t: fl~,e' :p.-r.?yi§itq:rl~of': pri ~.'Itnl~ ..h~. tm'rH,~tllrt.r',lJ~~·rfl'qQI,lmn~n t,'Pro...l~I~lu~~
Will (l(~r~~~~ .Jhe,'J!~().tl!lhHl~r,'{)r,:tIli~,eyerhnpP~t1!n~ ~n:f~r~:y,:t,r.: .'t~.~::nlnl~I~In~
~ill;t::,~:'i: ·~·~Yl?, .he:::n:!I,li~~.kJ,:{l,~, '~,dftnc;,,·('ntltrol~;'ftn:{i. Ptoe~4vres;oh~r;.)\lRin~ss;
~.~~I~Pl· ·s.lnn;l~"bus~,I~es$.,;t{rHr~,,~e:nt:~lJ:dl.nreniQ~~'.,I)oR~l~Uits:;

,', '" -- "",,',.-.,,' '" ,,", .','., ,,' ", ",';; ,.:, .. ', , --"'." "----", ",,'-,'., ",',:,,': ...,::" , ,"':' :\:
R~.~P,()~BE~'·.T~.SF;~AT~R.:\.~Y:jI?~"'''~RITTEY.'QlJKSTI(?F''~..•~Y __ .l)O~?,.L[):,:lI •. J?,~;T~'~~,"

9u6st.iiln:--;:"·o".1 :"W1)cn',lmporfrtnt, ~ledi('nldi}:~~w~ri~.nre,mnd,e.l}nfle.r .o-()'-('rn~
lu'ent. r<;:-:('~':rch.nud ':.' der.t~l r)n~u'li~e Dr; nhlml}(>ri(s.'Wll:l~"Prrf~J'.does:the. I~lIlg'
lle·r!od;of.· fl~lny .. nlHl}tni'(":rt:uint}? I~('fore allY .. (lptel'nyiH:ttiil.lr.i:~,lIl1l'.de' ono\Yn('t~:-; Id i)'
ottl.J~'p~t('llt r:i:ihtK h,a\"e on:t-hespeeu'wHh" whiC.h· the:::;q.drl]l-;g"Cflhbe:n~ntle

nvaH:able to ~he..A:-In~'r~c·nu.tl1lhlir;? '. . ..... .' . .-,.", . '.' '. . '. ,' .. '
A~!w~·e1",:.As,stnt(id in oUI'.presentntion,hefore thf" ,~ennte .ltlllieiary .Cn~nmittf'e

IJearing.oll K 4]4. ift)H'rc. is' fI, eon(~rrn to c10CH'nrthill;:pos~ih!eto:-h.or.tenthe:
t iIT1ehetw,een:til~is:~un.-nce 'of ,n pah'nt llnd it!-)·nplllh:ati'onfor tIl(', llPI1pfit ~f. the
pubHc;·tht>l.I !'uch llt.'lnrs 'as. weineOllnt~'Tedin rpl-;olr.ing,t'h-e m:lttpr:. of~dcternliml"
tion of ,title shonl(.rhen,·oi<1~dn~ far 1IS p'o~~ihh."

From'.• hct'ery' (Jl1t~et.. thc Jnag-rt.iellt1e ?f OUf. inn'uiions. WfiR ,('Ie:'!, rlyt='v.ide'T}ttQ
nnkn'Qwh~jl~e:lhleJ-lel)llle"worki'ng lntln' nrf':}sof dt',f('ct ion :nlld',":l~(·ille:".llvg'e
pro,gr:anl:;forcl('v~lopill~t(>sts for }wpn.tit L~ ortofincl:) YlH'r'ilil' fl)r lwpatitis'r~'re

h~ln~.d~:;i~ned.. anf1/or ,de\"elope(I:,~nt.tIH~~ati{)nnl:ill$.rjtutf'~ofHl',f1lth. In mn-ny
IH)i)trlatioIi!;?~t,1~:h .'15 rl·:turuing \~if·t.m'lU \·('t,eqJ,n~,:Il{'n~~Uti';;."·11s reu('hil1 !;, ('pill()mi~
pr01H)rtif)n~. A' sale,etficIt'ut, Hnu Quick tt'st for, he·p,'ltll·is was ofl,nrnmount
importa-oC't:.

E\~ers ('tfort ~'honldhftH'IIN"lleXei'tedtorf:'solvi' Jhf? t)ue~lion. ·of title:cfwne-n:hlp
to Uwlm'pntions n~quicldy n~ pf)fO~ihI(~.ln~tpnd,thpJlrOf'rd llrr forres~lll1tion\\·fl~

to, re.ft·r th~Jlllf'st:if)tl toreYirwhy. nl1of:--the!-o'('!lluute in.. ritut,ei:O 'Ilf ,f:be,X.I·H.
inelud~n~ HlCBurl!nl.~, j,fIUfllof{i("s~llrolong-e(1 IlH't't il'~~"·('I'Phf'HI. with rrprr}'r-ntn·
Uves,o,fthe:".p. jnstiH,lte~ aurl.hu rf'al1s.i m·ItHl-i u ~. r"1!I'('s('tl ta H,-"('~ (If. th""Oftj('f', of
the.As.~I:-',!~lnt"SI'~retnrynf IIl'alth. 'fq r('spq.nll.~fft'('H\"f"IY.'llle:II1~titt~te'.had to
employ, thesf6'jC'(,~OfI(>~ulcoun~('lnnddi\·I'I·t thel'lIprgi~~ o.f'tlle:i.n\·~utQrf.1nnd
stnft",JrfltJltl.l(~lr I,lllor:s,i,nthe lIlI,.orv1m:·y,. T::at ,in 'i,t"t.'lf \Yi"~,:l'.~p~tl~}€\(·t0r.

In:orcJf'rto.,tnet·t tli.e'tt.:'st:n:fJuire:ti tu the..petitinn' fQr.detPr~}i;nn:t~~),Il'O~'ll,:ly.nt
right.~. wh("rf'l)rthp... ll~!"tf tut.e,:('(luJ(I: dEHnon~trate·.thn t..it'('n!llfin('~(';thlre, n'licen'se
n.J::,rt'Nllent.,wi,tJJ, "R "qunlHi~~l'P.~~-I1U,faetl~t;('r."" it ''''liS,if ;l~l.id',n('Cl.'t.;jJ r.~ ,t9,.,eut~rillto
,ln~e:ntion' .4.i8('lQ~W rp.~~rl~m.'f',h~,fi~a':hi ~hly ,.qJiE'~JI O!ul,:),h.', p ro('f'cl nrC" ,tl~I,=,.:'S"f)Jf(,
ha~ :t1.I~-,r.t.lll,pr~tr.ction,o('-,m :'~~"lied IlaJ\c,nt and,'.lgH ,t:'iJ:llt!~ ,t'?,thllt iU;\~(>'1ti:on.

\\~hf(':.u~.~nY'WJlut Jh Is.rl,¢lax(·"st in" tV,rm-s,o«loll:tn; tn th'e ,nro(lt~('ti.reC11n:ld:tY
ot ''P~r)Ple,ln,'AtU('rlen?:('-('rtuinI, ,RI1,Y9ne,who h,n S~l~trE'r~.l(l~, \\;.ifnes~f;'(1.th~
.ratsJ:es ", or h.('pntf:tI'Jo'I", kl19:WR,Jnll"vl'11 the, d('hilit3tinli;elf.€'l-'t .0(, t-ht'" ~I}(>llse.
E:s:lra.1loll.l.,te' the, :t.1m,e: lo~t fr~m,nroductlve enterptise, llIus the:costfor ml~Ucal

- --------_...
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care, "an" o~e corne. to il- ~gnre tbat rons ,,'ell int~ the hundreds or million. or
4~tia~~';.~t.·)~~e~'t:j!i:l{}stlll!t~Pll~l;l)rOduc~qvitt~'._;):"_:-:,'," '. "'::,,: '''.:' .,' _,':,_,-.-.--.: '::',.', ,",-._',':.: "-:.:

,p::~',,~o:the: sltl~~tl,~u ,COOC~rlI~~ g:,_ -~ 11ti","":ce-~; II~: ,to,f: _bepati_,t_h~'"" \\"~~n ll,' "DIlly,l,j{)mtou~
,l\il((f,:r~gfc.t·,_tl!u.t,'afl~r"_tll"'~-Y(t,ats t1.lC, -__\~·o!J_dsti1.· :.(hJes-Ji?t,ho.'·c': ~he_-l)e~l~trts'_of
tii_e:,ivre_Jitiolj,,,-\Yll~tJ)nI't:~h.lth~~eh~yf(Jr ~Jtle ll~tcrlIl:hattlon pla~ ~_ l~et t¥e, record.
cie*rly-_:~ut!_'\~;,t~~_Iul:!re t_~au tbree- iea~~(lela}' ~n-'ll1ut _J?t~,re.-'l'h~'-':llet,iI~e_Inre,ll~-.
ti_Ol~,: :h'~~ ,f:Jir~r~tl(:_~11rJg _lli_JJ)II('~,d(}l,l~"ue~~,ond,:y~" hlllll~i~te, ':U,l,~lJli(,ullOll ,,'n~~l,rn~t
'~'e~n~t~ l'i/:I.,:l:Il,' ltii\~~.r "ar.eai6(jr, ttie" '\\'(Jrhl, :llUrdc:ulutIrJ ~I :,t-4e' '. t~WVit:s •.u':, lllUjO r,(·{llt~e. .
o:t"4'~I.l!Ji-:'frp:~t,~uh<t~r,ls 4ue l(j' In~lJu-tuIJlll',,(;aIlCer,oJ: t he '.Iiv~r J,~:l,ta lJi,>e4·rs', tlWt
c:br~JhfcI~f~~iioi,l:wilh:th~ lIe~Cl,rH.h), \:j,F'IS ,i~jrr,euse~th~ ,lJr()nll~.pit):" ~f,~g,,,elllll~
il,i~~·'t~n ~i~,~r :of: t Iltr1It(>:~~ ,:'1'4~,te~o:r~.,1 t l·,a.11I,~ COlll!:lpd:~dll1nt'ti.,)·lleC!l~le·~or h~ljatiti~."
Cl1'n::'I,I~'~'\:ucdue:~v,r-pl~lirk\"Putiufj()fu:\:~x:,r,~V~:ll~,~onl')':l'e,Y~:~,~mt.'ftr~<:,,_,"",:

'~"ti'it li,rE(the,,~\;iJ~¥~,:,to:lh,ewf,rld',~,~Jp'UI~I'i.t,~·,t.(,.,h¢'fe~Jizt'd:l)·"tlIr~,inY~p,tJ(ln?
!)-0l:iJ;ibl)' "the, ltus,\\~er',,CU)l")H,l)", J.J:e, he~ t ,~stiiimted. i;lr,thC:lllult.·lllC::,bi.UicfllS,-,pf, doJl;l rs
'j'~;_rl'g,~~ "'':,'':,, . "':;,,,:, ,:: :, . ,,::''-, ,.'. ' ..' '"~,;','",,.-',,':,,:' ,::;

-Q I~c~t i'm', Xo.2:J t\\'o\1ld:f;t'('Ill,~llntHrlp~stin::'y(JHr si tuatiQJl' :,no,t onIY'~ld, t1rf~­

d(;'ltl)~jJi, ,th~ 'det¢:t:lI~iHation or tfw,lJ.e-rsJlil' ,t-;loW,dtn~'ll 'lbelli~~r~~till,gR,f 'IJr.,,~iu.l,ll;­
l>er;l.r~,tli,~~Qve,ri~~~· Jjli t,uec:n,Ullle, (Jf Jhe 'r~fn~~ll:ofgrU:lItJ,,\.-ile,I:Shlp'do~e~~1~8:~ly., ('(f.

t,l:h~;, ;lrJ~P~~te-:,fO~,Canc·.!r,•. Hesea~tb, '.' t lre,jU."l·iltor-:-r~ceiv.e,d.;,:*~ i ,iJ.I,«?Ile••~t)· 'l',e,turrl
~r~,IUtil~ ~~~~~1':l_1;)11_. ~,h,~' .-l;;,S~ 'ot" Ute:~el)a d ti'~',.t,',eHt~it,~ .. f (Hl,hhft· ':U~h!" t'~pe,~)f-':Jr,~llt ..
,m~n~,: '1IS.·,t.l~,~:,"(],(j~·'~,rJIU1~ut·· ',di SCOUpl ge ·.lll'·ldie'~II:"resl'ur~ller~"',rNl~:",eyt;~I1:'t'r'):lIig, ... ,~~'
l"~l'Hr~ Ij~t":t!nta!)1~::I,nrenti~J11S,'t'r,tbe,fun~~~Il~',Ugt'-lICY~,'"' ..... ,": .-'" ,.... ".,'.• :::" .:, ;.;';,,"

~n~~\"er .. : ,"l'~I,~: :r¥~IJ~.llS~' J~ .. hl--thl" HUil'U1:~lt'l,e~ ,Hr.,J,lJ,Ulll,I,,~rg,:s',~X,iJi~.,l~ti9~,t;{J~.
~~rlll',lg,hl~.,hltf!.re~t'~Jl.lJ~,t,~pts.··;is,'qu ~t t! '~~p~itl~ __:~;l~; IIkclil (.Hit,.4(ait,l~t,lli ~·:s~i.ellJis~:~;
~':ll!f'J~ut,t;onf:e r~I,~~. "'.1tliJ~~S(Jl:l'-1l1"'ll':1yl,I~ta r.r~:liJl, f.rtllU, ttl~_ al.l,ll~l"a,Uf~rs, 9f xe~~,:l'~JI',
piS:,l,(':hJg'll,lI oiJI(il1isil,i\]e desh~e-for u~~y :~:il~'\"le:~,gc';i\M ,nx~s~a~~b U,<!III jll ~'~t~JlS?.r: ,for
,l1u~tell/ti 11' 3V:':~r~*r-8~ lc(i~i tur',,"'ith-JJr~'#1111nlw;r:g~svrt'mi-,s,~,:;:J.h1-,~:s~~~~:~~#t.~-';1r.e,~:l:;Ju:' '­
r~aJ i st':;~,"¥JH?:- :~;e:~l. -i¥~11e,,\yit,h~.,r~~alt'~": ,llr"l'u:,J,I~~lll~u:~§,,'i~ tlO~,~(), ,iup~:Ji",:u,~~p¢f~:~,~4,' ~,\"~ tll, '
the,u(~t~ f~lr ,U,Uffl,ldill, re:\\·,n;,r~.'~y:illd,lX1(,huil's~i,t>nti~lK•. h.l:I,1,::¥:~~1,e:rllte~f:Jrm"u,·t-h\!
b~l,;rf.,t)r llr('hlis:~ ,q)~~'""tll~re.i~,_,a.,Ct)llll,i'lliII;; 'n~,~eil. :fqr)('Vll't:iU,~t,~d':'~~~tl,,;;'tl~t:~~te,
t"UHQ.ilil{ ,lIf'. hetf~:M)lIr("h .. in,';.\'I1lcrit,tl. ,H.t~Y~lluedt!rived from· iu vel:ltioJ,lscoutd .lirH.
nouiH:H1itJnsti-~u.tlol~~"IlIPetthnt'nh·tl~ .....• '. ..... ,'... .', , .•..... ',,' ,,' <,0::", "

1H-?ll~: {'Yini()n~,ititw~re,tu, he(;();'lIe 'yr,llpuhlii.·izPII :tllilt:all: re,\,"(.'n,w~:~~:m,~r:.ttet1:';
b~" j'nYentiuil~~Wll(·tl.1~,r.f\H{~nt-t'~t0. the: l,-l~it}-'(,IStat to,s' or retahle;ij:. b~·::tU'~-v~rt':I~tt
,iJj~.,ittl1hjll.'wouhl· he' '':l,lo\'~,~,f.1-llaek"·.itltor,~:-;etl:rcli, uwre·. e-.ffort ,"QuId ...~ .. uh~ected;
to\,ard}j tIle Hliug ,fWd,vr(Jsecutiou of-iUY-l"llthll1S. .. .", .. , ': ",'

()t«'~ti()1l.S.'.J,,·.J:Couhl S()U CXlllailft 0 liS lluwulnr:;e cOlUpar~,.Yl).:lark,et~d)l'lJe-ll,­

Imtitis.Jc~tkJt,largel)·IHktterlldOIL Dr. HlulUt)l~rg's \\"ork, alldWhat:!iuullci;)l re­
Hlrll~"OUrCen.tl'r r,eceiy~tl,for this":... .. '.: ._' .. ,',... "":">"". ,: '

.A~J~w~r:,:At tl~e tiweour.:inn.'ntion was conte:ived fl1111 Tt·potted,tql)n,!?,,·;
r(·s~ardl(.'r6ut.u,large .llharml:lc~·utiL'al 11IallufnduriHgeomll:~U.rals.o .cop~eiyl>{I 'a
~illl.Hurytl't,e,Ht.,}:hetwonll:l\'1l1S b~\wd at rf.. lati\"l·l~· ,tIle ,SUBle tIlIle.Jhe'"corn­
ll<lll)"::PJY~~eil:t(JlU3rk,et the Ill'ouuet Oll. th'l' ltu,sisof Ureir 1Ia.t~llt.,\Yhileatthe
b:llU~, 'i,Ine, V~lllint'd aljerulit(rolll tile r~liA. untilater a'riouexdusiYe:lkcnsefrolU
iJln~\V'10lJraVlk-eUll~ertlU.d~ltlJUte·UL ,. ... . '.. . '. ""' ..
'Si.lle~..I~U'lH;UI,I,Olhan~ d()llil>~tic, rigllts til its iUYl'fjtion,it was po,,:erll'ss toiu-

sti~:ttl,'~lIl.Yclahllilguju~tth~ .cumllaU~"·sill \,enthlU.'~"·' •.... ..,< '" :' "
~lIlc, IH,lL\V,tlifl: t;r~t-Ilttor«:i~llrigtllS t () lhe,] H.':,titu t (> 'forCulll-er, ,l£>..;;e-urch' for

ther~di!Jilllmullt)a~SU:rVAtc~l't,.kuo\\"HJg.thar the ,olll;r fureign liliuJ; lClt:ltUs::;essl'd
",asm ,l\lIHula u:HdUFlgiu~u.Later, the (1UUJp:llly aulllCH,.t-'utl'fNlhHonu tu..

,d,l'~nlJit>· agahH-lt:suit arrU,UJ{l'1U(!ut(or tho~c CuulIlJiauuuu foreign rights for u
hllup f,.I,llkl"l>llle,wcnto.t::r;q;(KJU•. ~

QUt;~tion .:.Y()~. :5:. ,l~ll,pr~('i~ll:e.~·our ('oJllulenIs91(SOIl1e: .of,thetlifJ,kultll:"s. that 'yOli
ti:Hllld:i l1 tltcllre!,;t:ut' (JorerHlUclltllUy.fm~kJ)ro"ision cOlltutllt'tl Jli~l'(·ti(JU:l~)..lOf
Hie hilL1)~y,ou ag'rct\ that ~oUlyforllllliasl10uld lJelneludc't! to'rchtrn IllIJJIt"Yto
~he (;Q'"l'rnment 'W:h,~'a UI,~ hi vention .~risjug (mt,'l)f,,1<',e<:l'erll.l~)',-~u,p,p()J;:te~:'resellr.dl
udJ,~,ev~ sU,(·tess.it.lthe',mn,rketl'late,·!, •... ",',""',"",. '",,:'

- .··:41:1S\~·f',r: j 'r7,H19ul.lx·rg:plQ 1 ~JaH·,gtHH", ~mn-:C:II::J1.::ill snpPl!rtot~t'ht' ('iJl1("~~Pttbat
th~· ,1.;'lltt,'II,~tut.(·~ :::;houhl~e n·illll,ur~H·lI.f(lrJIt.l·r~tur~1 '()l',,~,~iUl~ o,fhs·jll",~·srU.t~'I~t.,
'Vc, haTe t'Onccru:~:~s:to: the ll!~tL.HJtlS'Qf det,erJUilli~'Ii;IlJeUm()Unt,~}tth~·relll.l~i~~rn.,o;
llun:c:I.r-Ihe;,:o'''',·rlllUl~l1t:.. '.. ," .' ."',. . " ' ",-<" ',;'.' ,,'

IJf~I,.- St'~~lr:lt ... ll~Ht·r weha~,emll('t~ n,:-;~lf{gt,~aOu>f()r,nnl:l>n.~,~l~llt,t() ~.::ll-tW'lli<'h
w.' '!')~'li,(',"~l:willpr-I)~'hN'n' i.ll.~,t~' t'<luitnblt':nHl ~titlld<1rdiz.(',(I:I}r(X·t~lIurt~",~~'~*t{' f~OIiJ '
tJI,I::,,; thl',gfJ\·t·rlUI.l.l~Ht·S·. slu'tr,' Juu:;t ;11\\"H~'$ ,h(",('I'usi(l..'n'd, in ,,rl·httion.· to '~1tpport
JJrvYhh·tl,b.r o.tl1l'rtIIIUl ft.'(h~"nl,l spousor,iug' agelidl'8~'111\'re'H~' illstUIlCi' vlwre
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IhlI;OV~rDln.n['"all.w:e ot SUIlp<ir~ otnn In,·•.ntlon fS the \ ...... ot other torm~ ot
6Uj1Pott. ': ' " ,

"; ,:~ ~'llli;J,:till(:~ :~m~.op IIO~fl1nJry:.:(ltl h(>IrlJIiii)t?1)J\.1Ufnilllf'rgo n-Iul n!.v~('J,t,",tQ'tIItl'I,Ik'O>:9'U
f~l',iJt?\'taMl~"l~S .. J}le oPPOttltn1t;. tQ. t~stify' ~elor~tne,S.Ubcorrinlitteeon, the Srl.I'.·
"titnUonln b.h;llf ot Senate Hill K 414. , .

W. hojJe that otlr remnrJ<a will he h.lptul In seeu Inl; the /lasMge ot tbf8 im­
portant 'l("gislutI:oli:,:Plt:as~:.Je:~' lIS:kuP"YJfyolJ 'rr ';~ddditiOnali~~tQ:tJPlltiqq.

RE6P9k~E'$ :'~({:'R':'N~1"Oil::,l)OU;~8 'iY~iTT'E~, 'QV'~A'rIoxs .~Y ':·DriN,A:'LO:'IIt'Pt·T'~i~
Que'tio', :10, 1: lIow df<j the d"'dY, be[wee~ the tlDle of Illfnl; the Repor~ of

In.n~.nt.;"~ll.~~d. J.)eHtl?n fot,,~et-~,r~iljJ~Rtiqnof:'rlde.a:ffectthe ,iny~utiOn::·f'Orll

v~'~'':I,.f),frt}r:h~,I!fttftl~ril)d'4.t~stff)r,~1,lena~Hi~?:.::., ,,' :,: .. , .. ,.' ,.... . ''.- ,:.. ' .
~\n'sweJ',;: ..'Q,t.J.I~ ':',~oIl.-~r,p·,~~" .l\~iJ'h",t~le .e:~,t"essl\,pJ:Y· .·lon~: 'p'~riO{-I'o'ft-iml:' :ta.l~err:,t,Q·

re$ol.~'.e .;~h~, rn~tt~~:,'9r" ~iUc,~e,f,(trnthliltion;f'tll'th~·r •• ·lJ~.nl1~e. tl1,~·J')n~,,,,· ~ra:nf¢t.l
0I1l~. to,~~ig~l.,U~~~IJ~g.,rjg:hts ... we,\}"t're.pl~F¢<l·jJl "an :extremely·weak'·po~iti6n,,fo,r
npgoti~t~:ng·~ .11~:~nse.~gree~:~nt:,\\~tt:.h'~1~1~"ll,rf~Htl·r~r., .... ,". ..,.;/'. '.. ". ". ,,":.-.'::

, l'J1~,.l~~l'.Klr:t.ant,.l'~,int,.!;; .. .t11~J '.,t·lle' vHJecti \',e:6X·t~1(>" .p,~o posed.:•,leg-ij'{lnJio.n.''Im'~~en r~,1;:
the-trhils.'~t:::~t.)t~'p::,),ri~"~:itodge,., to:vrn~ti{'~r*:l;~jlknrion .~g,q-~l~~IY.·u,~" p~~~if~l,f~
.isbe:ipg',t,ll,}\;il~t;~;',;:l'~JllY~ .J~',i:ti:tl~., det~rmJ~tatJfJir:postt>Otl£ 9,elh',¢ty.·,:·l.l~·;:~ ~~ •. ::irl·v.~'II~
ti.oo·~ ..·.. II~lit'ftrs.':J~t.t~f: .,', PtJll1ij~:',;n.~~nHs, flr ·!'tlJ9.1~!i. ,nJUYbe'[HJbH.~h£'d, late', Ifll_d "'JiUlg
1im.itS'~~~~~.~ed: .. ffil":flJlngll'nt~ilt, ,l:lI}Hn~(I t,Ions, ·,V,n '.r('(~!~·~~ 'lre.tnds~dbn.·. frOD1 tJ~~
'::L HE~Y.~Jellf'9~c{'r,'~II\'..:,\,orItltl'11'.I~at~(Jr; ...t().:til,\.for.p~lenf~< :~J ,~n ·.•.·~r'~\~: ,:s~tn:g~,~
1JU~ .. \;·~c9ulij:·nor,,~t~t~r'.·j~+,»,li~~::"ll,s~'.n~."ng'r~~11e.n.-t~ .. With:·CJUtillfi~l ...~,lfl'~ll~~:(O~ntE':'rR
i O.l;'(},~l}~}.O~~!l~"~:" ~f·,t'~f""'?:~,~n,s .~:~ i iy i.I~,(}nri.~,:~..,H'~ ·.1mig•.~':flJt..f,o.r 'J J.n~' ,d~t;ernrhlntJ()II ..

..'~r)~Js ,,~lel~,)C~;.'lJtinf#]lJ;" ,the":i-ri\"eil~l0t1~' to J.lle"p~JIIU.ehla" t,iul~lr'J1ja'nT1el:'.
QU(,;iti()j,t::,~Y9.'2,:,ffit(t.ign.licensillg:1rr,nni;emel1t witb. ~~'~r~,~ n'ud:. <,:o1l1i)t!,#t:: ft)'-f'.,

tbe:~~n~eIn~:~or:blm~titi$~"":".,,,,: . . '-' ... " .. , '<

,""'hrtt· ~mljii.#~~,:,\\~~t~:i:n,yolved?:
Alls~'er :,'Gre~t':.Ii:t~itdi,n::~,?tI·,t.~·c.::t(lrn.l~r·.·•.B~itigh,CoI()!lI(>s::::f;:h~!fn.,.~ll~~*:'nm

.Hqng, ItQng~,.Keh.t.n~'.:~fa.i-a~~-n:f:~jn.JmJlnre.,Hyi. L,aTllirl".Ta':ngnn'~'jk~•. C~r4h~la:, ,ZarizF"
h~ r•...J'iurm,i~a ....,rl~:l'h(i,:u:ad~".~l~<lTovago., .'. <"'nu.R9u., l"rn~ceJ., l~eJg.iu:lll.: S,,:t>den,•. ·.. and
Japan., .. ,:":,"":",,';:, .•. , ',' ':" '. "',', .•.. ':". .'. .' .... , , .' '.' .:.::"

'pow did :fhe,·Ucepshlg··· .arriu~gem('nts: ,affC'ct,fntlire lIcensing on·,the donfestic
scer~(>-,? " . .-,'","'.' ' ': . . . . . . ' .'

Hillce .th~ .f(lrle~ar~()v~rnmeJlt~J,ht.ollglJ tllc.. J)epartmentflf .f'mnrnercr"rNnlnt:;,d
title for. ,thf2'. domestic, rig;l~t~~. )lerd~,accordilu: to. our hpst Inff)rlrrition."h:ls
f-nte-r:<,d into. a·Hcen~e·'fl,g;r.ee.melltwjth.·the,·f(~ueralgovernment for t1le \:accI,J]'~
Imtpnt, . ,.'",,:, . .' . ..' . .. '...'•.. ' '. '. ". ..... .'.' "'."

Howe"pr,we- 'helh?"e thatth€' impetUf' for the (I<"'elopment of flier-latent Wll$
p.fhn;lrily nttrHmtnhleto, oU,r, erto:rt~ illll~goti.a ti'I'~,for,fOrE'iJ~'llliCE:'llse a~r~~H'nt
with. )!f>!:"('k;,AJ{ ~tn.~ed~.adY:lnc('(I·c:')illi;.:lll·t,rjats '.:l~E' being ~onduc(£'11,'-,antl.f0-:-{'!b"l,l
pr(ldu("~inn of. ttl€'..prouuNis' he:ingl1Ianuc:c1 for h~' the ('ompan)'~ "·e.d,o nnLi->~(l\\'

how th('~~ neth'ltit'S. nrmlr_t~r..th{>-',(len~lopnH'nt-of th£'" .prtld,uct'{or' th('do:!n(>sti(~
lnark{·t~ f"illCC t-hendluinistr:ltion of. the '<lom-('~He" patent is <not lIIH!er (IIJr.

ro;:nizn~lce~ . :._". '.. .' - " '. ;':" ,:',.. . ';
QU('l11;tJ.Ji .:fr). .;l:,'U.t'turu:.ofJ:()\°ernrnNlt. in\'(l~llnent, "~ouldth~,.U~o~~('dllr(".'f\l~~__-\,.•...'.. "

J:'p~tpd' of .. n r(,pfi,-mr;nt ha~pd ·.tm nN' Rllh,'J{'i-ndt('· prror:i on' a'lc.'3s('r sc'ale . tlHl~l ..'.
the .11UY!UH'k rJrfn'is'lou of. th(' hHI'!Are there otlwr n!tprnn tin'~?

Ans,n:'"r:lt. ls.our. tlm.h·r';:;t.a·lHlin~th:rtth~llasie intent Of ..tllf~prr~IXl~#<1·h'ui~.~
IfitiflIl .fg f()r,lh~~.i)Urpo~e 'Qff~wUiltHI11~I'h(>,trnnsft':r (If th:f:'hpl~(',fitsJltn(H::.:,~
('oy(>·r:r. tothf" IHfhHc n~(pl.id~I)' .,tiSPflJ-;,~Utl('" ntH] r~llt'PrlmnrH:r:: for u).(>i.il,~n~(',(lf
~('n,erntinf!.funds for~~'lm!illrsem(,llt'lliflit' f~'(l('rnl'gn\~efTllll'pnt, 'Vi> C'flB("llr' with
tJl("'(~OIl('(>pt .flint the g?Yc:rUJlH>llt':-:hnuhir('('I;ln::~()IlIP,"pturn.on ,jt~ int{~...tnl~nt"

()q ~ lonUtrrlli.u .t·h,i.~"r('~II~d,has to do, \\:It.h tb.f'V.l7q~..('{lnrp prill ul,~p(lj11',S,~ ,41,J fl)f
rEoimhllr~ejn.l~iltto)lip~tl"e'r,!I,z;I{;J,ltfur lts iHn:~:-:fliW.lIt..ItSt'>('IHs,t,~H~tJl-nt .th~, ltrf>--:
Jlo~f'(l. Pt0t:'('dHrp,'J,!Hll sr1"lnu1oi :.(lrn\\-htl{,~,~, ,Whf~(",~,-rr .fOIH,tlill' tilt" (liffi~,llnS,irl
dt't."rnll ni:Jll!!Jllfrorm ~.oluUrln~·.. fot-tn~ :"Pllrtlnn:ofpl:ltlJI.I.I.(' of ·:tll~ .·ft'tlornl ',f!lll(lin~
tmpport. Atul wlt~ -fhp, ,irol"N~pTewJi('r{'.I'.\~·.,·:tliP.Vnit~i. ~tHh'~',shall' he;('utHi(',~I. to
,n!'lHlr~, to he nf';trt jllt('(~"f)ruP. to '[)911~.rr(,lltlllll':(lt.1(11 net i~l(·.vlnl'." o.~'~·,:'JHtl't:~,~
f.\vU 'Ilrt'l) .~-'W~ ·t:~lI.lt.:,il.l~lfrpnt,.(:lllJl~~r.lll IJIE',fJ)et, .tJ,lflJ, .HIP ,bll!tl~u, flJr:- ·rpimhllr~i~H:
theJ:.o'\'-prnlllflllt .w!iin~ ,h£' jlh!(':t.l'E',nfi r('I.\',' lUl~)I,l, ,tIH' -l j(o('n~'{lr( ~r:ln t·VE'/('('_ntr~t't'llr
fu~ti,tuti,t'l'll; The- :Nll..dnp!illnf state ,wheth~r.,Ol(' ,n('gtlt-Illt i~n WillI' t'IIe::g'o\,ern~

uH'nt.,i~tJ(,t'Qm!;ashe(lliriOio tu or fol:!.tl\\'ing-Jhe('lIusummntion of thC'liC€'risE'·,~g.rt'e-.

~C"·
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ni~rti between tite Hcensor and tm! Ilceru-,. :if the\I,;g0t!~U6n were to be accom­
'nl~~1~:~Hr:·:t!t.~0J!'t?; ,t~e ',_ 1~~ellH6.I-'(li1;~n,~~~-',af;i"e,~~HeJl t:L~,~~ ~_,_ t~a:t, _f#_ctoJ~:c·911~~'d: :~::,t:~~:-':
co,rIJqf:~,:~:~,-_~J.~~o"th~, ])nY,lh~~t, pr-,ioylrl,ty;a'~~:Dg~,i~)eIlt(lJ,owe\"el~t'-irt~e_#oY~rntn,ent
negotiation is' aCCODll>ltshcd, after the Ilcensing IigreeID~ili IS consumated. then
the burden O{pal'fuerif "vould have to be born~, entirely by the HeliuMr. 'Unless.
~,f",~~'lr:e. ,the_~~: W9til.d:-b~:>~":,fJ!Q'VI;;(),:,'il1~rp()ra;t~d,,tnt§'ttl~:" l~c~~~~ agreement;;, ffJr
an ndjustnlent to acconimodate the paybn¢k to tll" gMerUUlent.

~'t_tU_ce'-I,(_~o-fj~,~:,.;_'.tlte,'.en_~'ir~_~~~~.o~e,d'~J,"e;,~pp~ars,tQ: In~' e,x,~tem~l.f :C1t:rilpgt~f)me., l,t
lacks uniformity of deJlnlttO!I. and wilL undoubtedly be subject to different inter­
pre~~ti,o.ll,Jl '. J}'yell~l;l~"O~:: :ttl,~ ;~oY,f!r,i1I)~[l:tri,r~ppnso rr*g?~~,p,qJ~~~:' "

Our suggestiOn Is baseil on a fbi-milia' which showd be stated in the legislation
nnd,r¢tltiif~d to. ~"l-~~f!11~,riit~"j~;'~:\;e~v:'pa tent.,:l,i~e.r~,e:'a.gr~mgllt,hetween'fhe
grllP.t~el~qnt.rnct{>~,i.~S~·lfuP9~:i;l'lld"':t.Jie'¥n,~i,If;~~t~lr~~~".,~y~,'~Jieye,thn,~'~hi,s "wo~ld
gr~n~lr"r"ell\l~fl.,Jr:uo~"cOIll~.~¢t~~~:,~m9ver(!rr6rs::,of"th~,killd,no~e.p;:a~vefr()¢lh,e
payl~a~I~,:;p:r,Qyis,in:~.·", ',''. ," ';,".: ':,., ,,': "" ',"" "" ._ ..' ,'.,:',-:','" ':::':',:-:'??':, ;",', ,',:. , ." "'" '.,

As for an alternate. Jt might Ire desirable to -apply the government payback ~n

n:per~~.n,ttlJf~',:ofthe.toxalb··':p·riid":~o:.tll,e..~qntractorintll~r_".~h:li:l:a',percenta?,eof,
lletf;nJc,~ a'~: sng'~estNl.'JIo,w~n~r.w~do::no~',rll\~:~l"th~'t:Pr:09'epllre' In·:thqt'tt~01!ld,
<I,iIUht~sh "t1,.~ "'i;sibi',llty :;0 ~:' th~,irQ·\~~rtl.rn.~~lt'S;l'etnrn.,J t ~l}Ul~,"HIil,e~n l}~3,rY,h'ur<l'~n
rh,,'tl~~' .Ji(J,e,l]S()r~ ':",n!14~y,oH:ld'·,b~>~l~:~(11,~. :to: :a~,e()\ltit:"~or', th.~:p~~j~r.nJ'p?r.th)pm~nt
b,e;t~'e-PnJ~re:go,;er'l1mellt ..'~Jl~lt<p,e,.~Ont:rfldor.,Pn.rti-CII-Inrl:V;'~ll.'~us:e:$ O,f:',sQh·li:ceu8ing
.1sree[11~nts:.bY,-tbtl:mn.,nllf.~c~ll.r~~:.With:,:affil1at,es':ri)id:"(J~b~~g,;' ,

',,'- ","'" " ,,'-,,';

RESPOXSES'T~ SEXATO" Tnu",wxo's WRTITEN QUESTIO"S ~y DOXALO H. PUT~EY
Qu (}8t i~n; .. ?fo'.'1::._C~I1 :~,"Jhr~~..c{),'Fr;tl:I].Y:~ .. flQt,':Cf}v:~r~d,;p,y:,'.u~l s' ',lJill.":,e\·~t"t:~'elv.e

riKll~~" to,ull .·.· inventl()~:.:,~·b.i~b. ~~.,lrtr,S',~r~~t:ed"'r-ll~~P~~lt·'.t,Qf~derllnr~~l1,~qeit}·~,
seaJfph"?,iY1U,this.hllr,iri.:ully,,,:u,;\,.d,mlJgfinris:l: .. ,> :"::.:,"::,.,':.. ' >:,'."':',, ,":: :

;4:'lIJtver:, It :J,s, out 1,1nde~~ta;Il(fl ng','~h8'( ):'t, "h4'Js:ii~lt~,to'll~~n:J,:w~~t,ort{~~{~.a~
thJ}lS. In~l-Ud'illg.Y·;li\·er~~ti-(!~~ .. and,'!tt, '5p1aU .l:J:usin~sse~.',~~e",~a:tt~r, nr~"d.e~rib~d

ut~d('r"spction';~. of ,Pu,hl,ic. j~..~:W '~3~. ('ll),11S0().'1tl·'1l,n,d.lpl.p;lem£:~·~ln~.:rf.'-~d~t~:o~s.
Qf,.,fll~' .•. ;1(hnJn i~tr~t()r. .. of. ~ll~:.,Fml)H·'h~sine~s .3(lm inist}:f\ti0t:1_...').'? .,?ur ... k~'o~:ledg~
S; 414 ;win llO.t (;~~n~e,tbe,pre~('n~,p-roce(hll'efo1;",~hlr~eC(lITlnaJly..tJ)r('cei\"e ri~hts
tQ ~n .• in~7~ntion .genf>ra~ed. nuder Je.d~rllnj7.ft,lnde~.··T,~sca~Ch.nwllrd,ed'o.to.Jhllt,par~
ticoJar ,,~onlp:lflY' f\ ~ah],·.it,' i's,onru,n.derstn,ndin):~ that, g('nerally' th~:ff'der;tl'gov"
()rDll1PTltWi11r€ltnint~tleto pat('I)ts·'g,e'I1~rat~d'·un:a.er,fedeFa:l's~pportat.1urge
:LIlallllf:H~tnring cOIJl.panh'S,'UI)d'",,":i1I ',hwnnl- a licehse: to,·(1e,-elop,ma.,nu'fadure, .lm,d
.~ellthe ... prmJuctonly. O!!· f1·n()ll~~cll1!oil,"e:h:lsifl~,,"~hether·.that pr~edure . 'will
necnm'pU~h· t-he'!,;flme r(>~u1t~llre' en,"i~ion{'(l in. R.. 414, iSrlnu~tffnl in onronini(ln.

Que.~'tion 7(0/2: Vn<1f>l-'Seetin,i]204,whnt effect dCles t:helO"year l1mitatlop.
ha,"~on thf>'t::o",ernment~s·r~.C{)l1I}I[ol~ntri~hts'? If, the owner of the p~Hent.rt>eeived
$2-t!l,.OOO·intheten-y.('.nrpf'rio~;, nndtll€'Jl. re'eeiYed fin, ndditional. ~~;)O,OOO in· the
eleypnth '::r(,:]~.:wol]ld,thg,~oYI!'TnJl1gTlt'b~:nbl~:ti?: ..X<'C:0ypr' nnYIIlOlH'Y?

A '1,<tlc(Jr:':r1!<;,' li~.<,nse fl~f(>:(>jn~b:th('t'~(>en.;aq}]1fii~(>d i~stitutl0tl:fmd a manu·
fn(-.tltrer-·r-:holl1cl .. d('~cti.l,eth~:inetho.d:or.,proce{hu;e.·for'Jla,:rments· hy the. m.nnn.
fnctt1r(~r~ It. wOlIJd, S(l('lU tllatif Hpnrtic-ulllT ~eh('dlll~ --Of, ,pnyme'Ots' is, design'ed
SO:,lR to circPllln:nt',rh.~t~!1':f.l"l}r.li~itntlon.:h.v npr()('edtlre of"def~rr('d'~llaF"

m(,llts!then·,(]:U-ite•.TiHt~tl~,-,tll'~::~o\""eM1m,rllt .E!hpnldhe('ntitJPfl-.to. n "shnre,of th~,
tnco~]eenrne-d.nfter the. ten-Yenr l~nJitntion :.perio~7.,I1owexer:,t~.the r.evenuew~te
earrH"ilnftp·r the t·(':1),y.earp¥l'i()<;,:' f?~Y1f~.R; r.eS'lIJf pfIlPW,: I11n-rk~'r .(1r"plopment. ,or
tlew ll~eot th.e.'prf)dl~ct.th(>nt~.egove~,ment:"e;ho.glaJlotl1e,~ntltlE'~ t() any. share
of Rueh rlf~.('nl]f~.,1);v'''.,irt;n.~~(hnylng:~iviiW Us,~h,nr,~:~lU1:~n~tl1e ten,Y€i\rpetiod~

Ag'aln. this raises the questIon of intent. What happens if It Is foond that
~ompnf'w'mn-r~f'-td(>vploprn{'nt\\'a~deln';\~~d·ll£'yondfb'etfn,'year Pl:'t1od? Or :nroW
use 9f. p-roquct hE'ld petrdil'llr,' tn~ ,~(>rminntiQn (}f,tlle.,;\'ear.rerlod? .~()r.Jh~~

re:l~o,n~;nn~... ot-1~(>rR.,·"-('o h~l~~Yf>-.t~'n~.~,t:litR ~(>('.t~'()rr of· .~, ,414--ts,,·~t1k.n-nd could lend
to:"'f'rl.(*~.,~ihn,tni~t'~Jl,ilv(>.dtinr'l~tjf>:~ flJ:1rlno:,~sihls:,to.le~nl '"Jll"ohl(>Jn~;

QIl('/~.ff?n, Nrr.,!t:nnc'le~~.PCtlon-,2~q;(7J ,theDfnri:rtlTif'-.n-tor:Commp~ebfln"t:·fF' '/
~~tYf'n.n~.-roynItlf'f;.;.-<J.i1t,·toth¢"ftl1tt~<1 s;t1lt~~.lpl'(l{'r:tli:t~hIU;Ar~l}je"fhn(iseOr'.. rf··
nin r~{'~: r~'rfl nY:-rmrtt~111~r'pnJ:Tl9s.~.:'Qrrto:t.htoY '.-t:~:!nto, 11; ,grnernl·,tund'-,?

A.n~:w,p.~: .W~~elie,:~~ th,R t .~h~~e,_:~holll<~ ..~. nn '. 'f~rrn~t'ktn1!ot,. t~nd~ ,~err:~:· by
the l'nite<'! >;tnt". frOID' ro:vnlties earned by the conkacto.. onder this bill. and
,fln,~h('nrmnrl:1nW,~1~()nlrl"be'.for:, re.~.~Jtfeh;· ThIR'('(),tH'(>ptshould' be equally.ad·
hered to by the contractor as well as, the government.

- '

/



· 91 .

Ast!' 0\11' .ease, when filing the Petltton ·for :deteritilnatlo'o of Utie lis well, ~s
for the InsHtutiotlaJ patent agreement OPA),the In'mule r:"'Cancer Research
""oWed t!;al. rO)'uIty pa)'ments to the institute would be ristrictoo solely, for
the support otlt. research actlvities,' , '. . .

We would support with Ilreat enthusiasm ·an·umendrnent 10 S. 414 sUptl!at.
fliJ(.tJic:,,~aJ;'iaar~li~g·hf,re\·enli~sto,tbe~Qy~rllD1~nt,(~r: ~se~,~~li" ~up',pott-:pur-
PO$~9.,_:", "',-_.-'_... >_"""'" , __ .:', ',.,"_':'_""'... _ ' '._-"':,_.,,,;.>;__ ,~:

Quo'tion No, 4: Are there any Indieations lhat small companies, rna)' stop.
,eeklng work Involving gOvernment work If the present patent pollcy Is not
chauged? . . "

Answer: We defer answering this' questtO)1 to the representatives of small
.business<:~mp:l'{lief;'., _ ",:,_"'. _,.,,'_" .. ,'," "-,.,_:<,.. _ ,,:.' _"\ ',',"'-'.' , ,', ._,', _' .. , .:'

Qllostion 5: Atl' the .1:ecoupment .provislons Of this hlll sufficlent to prevent
exorbltant\vliJdfall prollts? .... '. '

:"<tllSW~:J:::--~f"~~u'Ind~fU~ll;:,ls _defined.·,~,C? 'W~~~VI~~~_:t'~~ted,/' t~en:,:ft :wQula '~eem
Ullll,kelr",th-tfr there ,are "Q~E;~,r~guardsu~tler",th~/pre~l!t f~()~:pp1~n~" pf()yfsibns
to PJe\"~n,t,~~~r~ftan~, ll~o~t~\yiJldf~lJ(it'()tJ~~:Fwls~~'rl;i~>pr?~~,~act,~9~S,llO~
p~o\',lde c,enli1~~,O:f~,u:hlflir~e~on'rqyu,lty ·ttr.tnn~~m,?nts ,t.etlV,e~il:',tlle'li~ei),$<;e'nnd
tll~l.1,c-e,n,i-':or. Hueh, HI!lit;ttlollS, 'n~ th~re ..ar¢ ,in, ~.114,:lr~e,'<l~fi'ted,''l1~:t()~·,h.llt~l1,e
1!()',·e,rI1:11I~nt 'flH1Y':,re~e,~'\'e:,111 ', HW'", ~Of:JP.'·,pf,;, r.etl1rn"(jll,, It,~,,.:rl,l/e~.t~~nt.':H~re',n~n;~rt '
the,'fQrirtu,la"J:i,lln~lpuF'IW, ,fh~,.:,llse, o,f.Jhe"~e~er~IJ,ce'"tQ HIUDOll qtiJ,;to,'~~Il¢~()t-i'~!~(J,I',

'1'his, 'q\];estipnc"it~h;ln',l~Iiir~'\lP ,lylm~,,,;~,,,~l~ve A~,8;,seri?,u~.d~ftdeq¢Y:h:r, th~
S~ ,:4l4;Tli~ t ,Js:lh~"n~l~lnlt~, to' he, ,~e~oti:~J~~''''::~--r-.eW'I1iR ttct Qtn~,goth~t~o,tl"h.~
lW{,tm',t~~:,gor~rn,~:entnnd, th,e:~~t,rn"(~tnr.:",t~ll.S :l"',i':Y~-"l.~the"cgutrs;t,:('l(),l',"·~t~.. t:Ile',
:g~l,e bt~r~,~'~of' pnyi~g.·.tlie"govert1,~~~rtt., ~he:.'~rr~'n,gp.rtl~rt ...·f(j,t .t~lIl1~llr:~IIl~'·. th~
~~re,~ment, f:Qrtts':!rf\:pst m~r)~'i·n" ~'b,e,·. rn:Y~!1tlQl1"$I,lQll.~,d":be,ab:l:~Jp. '~Ql¥P()tl~l)t9~
'th'elf~eh~i;n~,n~reeIll~!l't.' :,RO. that: 'whe,n JfC\)Tl'~~R-~r:~~ine~,t tle~()JfaN0tl~',n~~,:'he.JPJt
.¢OI1,duct~.tJ1e.~oy:ern,tl)-enr~ p~r?afk 'f~ct'tr:-r~ .~M~~rl.;"'lind~rst®{h ~n~l ,a~~uutro',
fQ,I" at th~tlme-fheUc~risin'g,ugreera~nt-Js:cbnsUIIlmate~L .- ",

" , .-,',' , ,', .- ,", ' " "'" ,'. " ' , " \" .

PnEPARED ,:STATE~rE*T()F'BAnucrI 'So'BtU-StBERG 'S',un).f.Jri'F.6:'n"t 'Db:;At.ri II'- P'th-Ntj.
.",,,,' ',:.-"

Mr. 'Clinlmlan~.rn'enihpI-s Qtth~ s()rnn;~ftee"Oi1;'tll~;T:t1,mdnn<ff'i's'il"'Pflv!i(>r;e'
to.·haye'the· opportlmity to exp.z:e.~fi',01,Y ',views,on,;Seona-te ',BiH '414i""Unit~rslty

11m}. ~man~)ufji~(':-;~ P::lt('J.1t'Pr()ce411r~!-1,~ct..., . ...... .",'
n '!smy tllld{'rstmHljllg,thatthej)tJnl()~i},~fHle l-)ropo~l:lC't i:of to:lfilNld

title~5 of. t1.~e UnltNl Rtatf'S ('?de. in,or(ferto· .('~tat)l.isb,',fi nJ1:~f9n.l~F~f1t~lpn~f>nt
prO~edtlTe, for· ,Rman· h~l!"tneR's~nnd';nonp,rofitorg-n.ni;r.;ltron,s:;· toc~ente~r~9n •.
~i ~teptpolIeY3nd:,pr6cctlu r~ e{)m:erning,pnte*t~hIH ty of in\'"entj9n~'..·Iila de with
I'·ed~rnl~s:.;istnn~e;nn~l,for. other,relnt~f1f111.rposes; .., c,., .. -

I ",'ouid like tQ state. fit theout~(>tthatI support th:l,t oDjecHvf"",nE'Cau~e I ,dO
fepl. this wnYll hout. JheproposPdle~lslatioI).},flc('ent{'d th~, invItation topn:r~

tieiIln-~eln thls·~H~nring. I woufd ,like' tofi-'!'t tell;fOu, why I bf>eftme, Jllterest~
Inpn-ten~~. ~ri,c.()min~'·n \\·Hhmos~Rc:Ulemicseientists.lhn(lno~,; in the ~stl

be:~n Cfmr.erm'il with applications of,regroITh.'t\t thp-~nrlQt·t~~.TohnMnn(imin~

istrnt.ion there· Wfi!i ·n. shltt"tllPnt frOnl the ,F('{}('ral,(}o~('rnment.wht~h~nfJ·,l!en.
erou~Jr ~~l[ll)Qrtf'd oHrr~~r(>hformnnY'Y('flr$l.'thnt Itwn8,-no~.inter$ted,in
1i~irlgo the nppltcntIons. of this ·hn~Hrwork.Therp:"'1l~,nl~o"fln inc}ientlon·thnt
fundln~' wonldb,e 'T(>strlded nnd'thnr ~ci~ntistSf'lhOtlldloOk:~oSOll.rr~oth("r
thJln the 'Go\"prnmf'lltfor th~,continuntioll'of. -theiI":'8,UJl~tt.l\tt~isdOle•. Dr.
MiUmRnnnd I (l("('ldtifl tonppJ:vfor.:nnte,nt~. InJso"beenI11e~ware~ha'~ ·the. c~:m~
cUtl()Ilfol under whf(.'~,theSIH::~r,a'nts.·.we~elSsl,¢d~tiu-l,redt:!l~t.~nYl'ntenhible
dfsMVe-ry .. f:01)onld beJlnt~ntf'd :, n:nd.:,:o,~"nC?On~e'JlU'hcE'r~e;:Sn~tl"littE'd, :~l1e:pat(\n~~
w~Iel~ we ,will discuss .Inter. ~ry :ippenrnnec"here .t~u~:r.lslnpur8uaIl,ceotthf-8
snrpe,objectiv~..1..·RhouJd .llke to ,tl!,lclr~·tv:o,:,~ten~().t'~nc,eJfu{.:.

'r~e', pr~d-t1res 'o'r·m~thQ{l~:lIse4'-,llnd. th~ en<~ ·r~snltot tlt~e" dl1t¢r¢,lnnJIOl1
hy. DIIEW: -t()lilltent~ thn,~n~()se,f~O,Illln\~entlon:J ~n.cel:,""¢4At'Ill:r,ltl:borato~,
a,nd, , .'.' .. ,.. :' ,., , ';.;, ','., "'''',' :,," '

Commonts pprtalnln!: to Senato BUrS. 414 Il..lf.
Dlll-iht.! 't~e,~~,r~'of. 0.111": ~llvest,I~,f\,tI,O'H( qllrl~$!',t.h('.t!)6()B.t~,Q ·I'ntehtl§H~"W~:re

C(m,ceI\~E'd 'll,t 'p1yJ~h9rnt!)ry, J\ttt1'e,I~,~tltt~,t~:for.~n~eer¥~f!,~rt:.'h~, A',R,nr~,qIt :or
profJl'[)~', dls¢l<)~tii'~',:n,~'~ l',~'O:r>e:r .fil.J'r.iJ;·;:".l~1!er~-:P!1f~:mt~·~r~ 11'~,\1~ ,as,fQlIlJ~'~:

Vaccine al:atnst vlml hepatitis all<! proPP.", B. S. Blumberg and I. ~IllIman,
filed October 8, 1009, Issued Ja'lDary 18, 19.2.

47-52:-79-7
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.ProceSs lief ·vlral dlngnQSI~ nnd rengent;.T. A~ t~oli..r, J. Mlllnlnn.nnd E. I!.
ntu\,,-bei:'if;.: tired AptUZO, 1f110, lsiluedMn~c1L 18, 197;r. . . . .... ..

·ConcomitanUy. the DHEW pntent connsel ...-ns Informed "t theseclnvenrlons,
and verbnl ntithorizntion· given to· proCe<'d With /lling tor Vetent. A rcp!;rt o(
Invention nn.a petltion tor d.-terminstlon ...-ete filed with DUEW pnt.-ht cOunsel
.QD' J:~ij?,~r:~-~7,; -__ 1:~17() for t~'~",:~'~']?,rpces:g.otYlrnt:Ill l1-g~o~j,~::·-~n.cJ:°R¢ttge~tl'"

The report ot Invention and petltlon tnr d·etermination (or the "Vncclne n!?nlnst
V.lrnl Hepi\illin nnd Frnee.... were flied 01> February 1:7. 1971 with. DtlEW·
pilte-~t··~,lli1~el~_,,-'_',',: , ,",-', ;.<:' ,::' _._ '''': ,>-"".:_',,:0:','._"":':"""'-::""""_: ._ .. ',,'

The Institute tor Cnticer Resenrch did not h,. r~ an InstltuUonal pntent ogren-·
ment with tbe DIIEW at tILe time the Inventie;·) were·concelv';'-I, n~sltMlng
"the.-tfHnA',J}f/Hi,~c: :(lo.~;u~Jlp.n tA~, fjubse,qiH~~,t,l~~ ::~~~ ,\.~l\r~ "lnf<lorzp;~ llIllt_t9 ~::,aI1oI1s()r~
1~!t ::n,:~:~9cY,1 -V:le_' _~ft~tQn~l"Cf):!1cei:: I~~titqt~,;.·S,UPi_",'}~t~":_'~r4,D,f~ferFI~g.'J\~'~~',, t():tlle
Ill~tft\lf,~'_-.f()r9anc~t:,~~~~l1:r~h. '. but, th~.x,atioll:~t...l:~:itltllt~'O~';All~r~y 't.iu<li,-Infec.
Uons Disea~es. tne NnUOnlll In'titute o( Arthrltls and:.~letaho!leDlaeases, the
NnUo"a! Henrt and LUDK InsUtute. and the Division ·ot B!<ilol(icnl Standards·
wer~n.f}t ,ip.favdr of l\~ah~i)1~,d()mest~ctltle::.t«>':'~qR,,'flJr,~~t~erJhyeutlon~

r".-lc.e,\\~j:~~", the ".])~:mW'P'fl,~,~nt"c()unsel',fo.ok: ,~be,:pn,~.ttt()n'"tllD;~':th~:,,tevl~w-:,()t
c;J~r,-netlt-icil1-,lI1U~t: l>'e':,IDnd"':, t1o:.t"ofll~ 'by, the J'ratlrytl~l,C:Il1('~r'IrstitHte.', the, ,:11'1).­
.W~~-nt~·~lOn,~Q1:1n~ ," n~f.'n~~r, ,:bnt, 'b~":",.t~e', ,'ol:lu~r",.,~lfI: ':~,~,~tl:tptR.!3,:l)~CJ,lUse':t~elr
re~~~tcl1"I~t:.r:e~ts,wer~ ,wi~:hl~',~he,nren: of'sc:'ierl'c,e'-('onc(>~~~l/w~th,~the<ln~eil,tic~nR~

,,'El,l~,~,'l¢c;f,t() n f:l¢·de~., or·~eethJ,gs,,·I~hKJiI,'r~pr,csellt~fi'~·,~8i·'bff~tnti~Il~·{)tl',;:\I-aY',2$,
1971,a..,n{l'~nthl11~Ti;',.fllrQU:gh~11~ust J072." ..• :,:.,.,',':.:',.:...•.,.;',' ,.,,",'::,", ",:, ' ..•. ,,' ::.

In April 1971 DHEW putent counsel wai~pd NIH .torellm title rh:llt. tn Ihe
In,ven,tl~,~s:, ,,,.~~~,,it .·'Yrt.~ ,IW~'WltllAU!;·'\~~':~6..·},~7~ 'lhat..tl)~.l,e~:t,ers,:o~"'~e¢¥1~nt:
were.exeetiti><1 with DIIEW allowIng tbe government to r'''...ln Utle to tbe pntents
with· the right to license them. '

. ()lI AUh~lst 16,· 1973. an inst!tutlonnl patent ngieement 'was slllne!l by tbe
Assistnnt Secreta,-y of Health. . .

1 cite ·tht's;, chronoloJiicai events In order· to r>~ovlde. a J)er':PeeU~f on the
amonnt ot time taken just .to resolve the question ~f.tllie <letenjlin.aUrin. It the
objeetl-ve of the patent system Is to tacllitn te the transfer. ot· th" benefits of n
9j~~()¥~'iy' to t~ta ,pllbli~:ns,q'llc~lY.as ,Il(Jssi-1Jl~;:suc~ B, ,.delay. ~·EI •.w~..'~n<;o.flP~~~
811(}~t~tnot ·,1}e,~rmitte4,h9d'shollluh~ ,flV()t9t·(l·at:lt~,l·,~o~ts~ "J)play~ ,f fl,dei.er[lli [1­
Ing,-ttie'dispoSi,Uoll o~:ri~l}t~t()nuln,,~ntIP~':ciincanscli; ',IlYS ,1npubU~lriIl~'resnltg
ancl· rt~l~, ,e~~din~ Ul11~:Jlm,Hf3forfiUn~ ,il~tent .8:PPUCL,:~ :""ns;~ lri(mr,~U'~e. this
'd-an)~er\\"fis,.s()mewbnt!€'ss~nedbY:thefact:,tl1:nt,the'rnf-;~::l'teforC~ne(>r"R:­

search requ~,ste:«l,and'rec('in~d,porJniS$ionfrom the,DHE;W~. itE'n~',:')tr.CQrt9 tne'
tor:patEH1ts.l1tnn·· earlrstng-e, A serious "pro-hle~\_4hln€',ho,,~~ve~.,ln',th.efact
thn-tthe In"titutec01:1d notf'ntt"r'1nto lieepsl:llg agrec'ID'(luti;;wlth9t1tlHfi.ed m,arHl­
f~ctnrersfo:r the deT'elopmento! the:invehtions during. the ,-long walt for tbe
tltlecto-'bedetE'nlliupd. . • . .... ... ,.

I do not believe thnt this Is the appropriate place or time to dl<cu". the Gov·
ernme-nt's~l~~f~ion not to grnnt domPRt-lctit1~to,.theJnret1tll'mtot~~Ill.stitutetor

C·u~cer;ReS~itreh.hut Idnwish- .to report thnt',the,: JtiStitl,lte>e~lter~intoforei~{]
Ifeerisi(J~nFrnilgpmt'nt~wi.thI\Ip]"('l, and CO~ roT;' the {lpT'rlopmflnt- oi'UVIl("("jr."
f()r~~epaUtrsB: Arl\-anN?d 'clinical trials ,are under wtty to determine the ·~fficacy

orth('Ylleeh}efnb-umD:nR~,. . ... ...." ... ' ..... ','. "",'
A;hl)ottLabcrld odE'S il'1Currently prodnclng" n nI'(}(}n~t u~ing teel,1niCln~F{)ut..

Un{'(t ·lnourJ)fitf'nt-fortla~'·Pr~t'ss ,of YirnI nin~o,::;f~ llnd Jteng'pnt.~· ,The t<:>st
k-lithey,mnrket hn~ lH;>en .d{"('lilrcd by. the' 'Fl?A tn"l:tethe mf}:"t ('fTN"t,h·~'tP'~t,'~hr
hepatitis now avnllable. Incldentnlly. Abbott eontrols on esthnnt.ed 90 percent ot
~he\V~,tJ(lDltlrlfet·nnd hn-s.(·nrnNl t"11S of·. Inill.1on~ .()~:(~ollars"froll,l· this )r.',Iut:t.

I lluder.stnfldtnn-tl.nbottlinstances licenl":~nJ; UftTe~mf:'I1ls have 'lwen:lssuD d
i:~.th·e man~f~chlr'ers'by tbe,,1!'{'\lernlGovernnient.• 'The'eI;ect of ·thhlj:l ttnt
l~-ttl(> or' nO"rO:Y'llltips nre 'paid and DO support p~oYld('dfromt~lssou.\,~ f,-::r
(">nUnnlll::,~n~if.re~('n-I."'(·h .. " . . .. , ....' .... .. ... .,,'

J~t thi~ nrom('ut we 'urert,lsQ,ln th~ prfl,~t.$:S()r tiling, ~,rpro,rtot,I,n·,~eIltlolJ'.'l,·it1)
t-hf'nnEW'e()uep,rnfn'~,'(}lJr'dl~~,?y{'rY(if ,nn(,w,pr~,s.q:,·ff~r4,~:t'~tin~h~'PRtiHs.
W~.. b,t,>lIe,"e. th,ls pr0C~·,~~h~sm~rkf:'4,.flQvanta,~~.,oyerVie' pr~s?ntp,r(jc~~:8;

Ill, 'f;t~fre, of: Jl}e,<1Jfr.e:ulti~s,etl('ot.!1ter~'l'n, ',~he lwte'nt 'rJ,::hts-det,Porrnhmt1on
,~.~~s,.t('(('n;~cJ"toear1fY1".tbe,~n's~ltpte,fo~,C.ancer :R~*e~tt.:llvi~Ql'Ol~3~Y ,i>~rso("(l
fO-rt'I,;:n' .llcenslng .. 0.rr':lIll!t:'~:("nJ8' ·'J'rlt,l;i:an:. erpJnf:utl,Y'lln,l ~fie(:l'<niallutft_~t,urer.fo;
the I,toducllon nnd mn r',eting of a vaccine tor .heputllls. Our llcensiug agree­
ll1:,~Il:t -be,~at.1!?~ of the 'Dl3.~WI',estrlctlon;·fs .lim:it('(l~to .lor,(",tgn,~ah.·s~

I
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',':":.:.':;":"-,i<:,'-',-,,:,o,<:: ::."';;.,-':- ,', '"-,,, ",,'._-:,- ."-':',',::,,-.' " " '-"':::0:'":;':>:''' -,... ,.,:,.',-'1:IIffhlO~~t~;S'~~hlI"n"f,rpm'tb(,8~l't'i~n~e O_gr~en1~ntR.I~,!tl??e~t·DY.,.nrtY·,shi~:tlllr<i'.

Un.der,-'tt.u~n~(~'CrueppJen't, the:. ug-reNueut ,~mns fortt' aj'er~_,e:Ilt.roi_alt-r,,)\·~th-~
-~UI-u,~~,'-l)nt(}taJ'l~ultn_r"'H~l~S.Aport,hIll :of UI~,r~YeHu~:,gpn~rut~'IJ h;)'(.t!ilsilg1"eernen,t
,,-Uthe Sh,ll ~('ijl))· "t-Iie:lny('ntorB~ U('('ortll 11gto:nrrUJlg~tlj i-uls., riru:vld ~((, i:tl"th.~- 1:."-£1~lV
lnstitflP:f):~f~t"il_~t('ur _n,grt?,emenL ,'l'hel.;irgcf3t ,port Jon,iJ(,t~(o rt,ynl~if:i'; WH1,~euse<l
by '~h.e_" .-In·~tjJll,te :tor":C*n~~r', Heseareli-: to ;'SUll['>ort its hnf;ic, ::ttlld,':,c:UnlcriJ, cancer
illv~,st!g~t~Jl~+,,'<> ',' C:':" ,'", -'~~~". ,'" ',," , .. '

;'/.' ",4s~ to,':' tJl,C"~:1.<.fh)I~il~HI'1l~i3,~~a-Ynat'(.o~,. ,HIP ,ln~Otu,t('·slO.J:'(?lg,l1('o",e'~flge:(!orisi~ted
onl:v,pf,J)ht~Il:t__Jlrpt~(d, i'?n.'lll;t~:tuad:l' nn,d: BeIg,illIil.: 011 r',.lit;riil~ip,~~gI'eerq~I1twiJh
Ahljot~':,Lnhorutt,.ri.:~~,'.forlJIO~(, ,two e(HUltriN~\raS n-tlu-t87~,O()O$e..~tl~,D:le,~t.,-Ye:l.

th~":"rewnrd',t,,(),,.,t}le;,:nl~.rH1f.~ctu-rer,,'am9uuts f()' lllnU.Y,~,lll:~lUl;)l:l~; ,.Of"~'Ql1ar8'fro-iIlt,~e
6;lle,(},!"tqeir"prodl,l d,:"":",, ,,; ';,' ,'.'.: ' ,,:': ," :':', "" ','
'" ,"~h.o,;.·tne¥l;',:::is tll:e,' ,real :ll('nefn('tor:of __lh~sel)todlwtS?' C('rtailllyit, ~a~not 'h~
nr~uer~ ,tll::W to,.D.,,·a.r<l J HIe ,righfR, to, n llQnprofii,institutiOll,aIllQ'u'nts to ,8:" '~~ive
'aw1ty"~,l)ra<:tlce- a-n<l that,the pUhlic'wins!~t:rer~

'CQ~(~f~NTS COXcER:\J~a"eENAT~:,:nIL:L,':~:14

SJr4?e' ,nl)" ':I~teJ'('~ts,i,~:'tl~l~i"pgtlrd·lie,ll~' t~,l("(~~Yelnprj}e~t',:"Q,t'-"-d!!('in'~~::~~d ?J~,~,t"
l~,,~~~I()~j{':l:l,ri?:\NrjriIs; ,Ply r(':\SOHS 'Jor ". U'<lrocaUU'g!iUPllort :fOt:', S":4l'1'~,nr: .'.~ SUJ11'"
mll-ri~ed:':3~::(o~10Ws,::, :', ',,' ','. . " ' ",,' ,,', ',:--, ':,,"
_~h(':,tfn,It~her:,()~ ,tlrlns,:f~ t (>,rp~f,~d, ._ ill: t.J~~. d,e,'f(>lopm(lnt•,llr()'{ln~:,tInn; '::1 ~_d't)'ltl rke,tl!1,g,

,.jt·~iI~:h :1l'r{)(~H{~ts,:is'l~nrite,d' tQ:t' yc.ry ..:rlJ~y:'m-:t Il:llfa('ttlrer~rl~ .' the', 'T;nited" stqt();S~'
, lli~,h,(ley~~lnp.rp~r,t.f·?~tsnIld ,s~ri('t '.' ~,()\:erm!;icptal .re~l,lJ,n:tl()ll~,{~d~~'njsJ~r~(l,ttY
t~e,p;,~;,~I~r~n-~I':of·:,Bi j)lf)~i:c~i 11w' ~~ootl, u ~I,(l, l).~il~ A(JI~lill.iSt~;l tlou-;'et{1'::) d~t~ ~p1':1 ny
:(~tn:P!! ~li~-S.'l',h l1~e ':whq d'(l',remain' dO",~oY.e~nllseof rl:tller' q~cl~ "tt)tlll,':cap,ulJility
in' le;frnS,',?f, f(?~{}llf:(.rs,o,r "t<~l,~>~1,1IJ'-I.uen(j~s.,'C):r;t)ll~~r::,-1)ro'(]tict •. , .' ...•..... :.... __ ':, ,".' ',~:. ,","

Tbi>~-lm:iqu'(ipP~s',i~:,pr(,s,!'r,~e~rhYliceJ,lse,ngre'emeui~'hetw,eet1t~e, p'r-qdu,cet a'nil
the holder of the 1J1ltenh '

This feature e~~hl~~ n CJl~nliJh:dmnnJlfn{'tnrprJollHl~e':l1.:nin"g$tw~n~ Q:(cnJJ~t-al­
nti,rl' ,1'E':::o,urces'sllfticient tOI)rOduce such products as"vaecitl,('sor O,rp.er,::bhjlt.ig'if~l

mnte'rinJs~;"",- " ,. "c. '., " "'::,,,,'>:,::,',:
E:t'(·hJ!-'I'rlt.ri~-rtn:impo:rt:l-nt-f:l('tor ,in th,]H prem'is('. t note':,-"1.t)t·'il,pprov~[lhnt

proyisilJll for this J!-as hPNl mn{le:uu<lt'rsN1tioll, (7) (lJ), UJ"tp.e};tipulIitiohof a.5­
to~~:renr,lirllitiug-<'1ause (see, pages SandA)').

Th:Cl'.p c,nr!C('pts, npp~ur to me tn l!ewell ill('o:rpnrnt('d,iTlthe:13'il¢¢~ge(lfhnl ,/
s. 4J4. hut lli,ll1,('onc>cru('dnllOut t,he guidelines for returning In,,estm,cnt fllI1dgV
to.t-he()m:~r~ment.(~eeli()n,204)-.

The 'pointj~welI'hlkeonthnt the Governmrnt f'honld recei,~(>~:{):me,'r-eturn'flIl its
in,er-:tmpnLMy£'nn('{'rn inthisr('~ardst{'m.~fr{)m tlleom('{'ha I1 ism pfoposed iutheo
hill'f'trdNermining: theexl{'nt of the Goy£>rnn1£'Ilt'5' inv~stm("nt ... LctmePQlnt Ollt
tbat n l~onnrofitt'~(>nr('h institntlon ,5'l]{'hn~the,Im:t~tutefor"Cn~l('erResenr{'h

is'~n~tl"\"ditr~re,nt.from, n smnnIHH::ill('s~whl('h is ~enr('(l toprnfit mnki:ng-., It
f>xi~Ylfofthe~oJepluposeofn.eqnid!l~nnd djssemtnntin~,~n()"~le~~g.,Tosnryin",
it ~(>pe.Jldsuprm,n tnnltipH('ity of funding so.tlrc('9', nIl awards tu:4njt"conting(>nt
(,nIl notJor~Jlr,-,fitIH:emi~e..,., ..'

GonSNll1f',n,tly. th~ 'Institl1te·!-l. f('senreh ·lH'o~rnm. In('lmllng,myown,l1\bO~atory.
lSFlUPfWftNI' hy fn~ld~ {r!"lm mnny !"onf('(>S o01£'r th<1n the ~('d(lrnlgn\"(>rnml'·nt.

nmo~I!, trU>1l1 tIn? Am,C'f[(,:lO ('nn,('("r~'O('jpty.the ('nmmonwenltb of l-'enns:rlysnin.
pri'-nfefmmda non,~. ,nnd ~nc1o;wm"ntftmc1g of -the rn~titut('~

It:i~:ftlI'r t()~nn('111l1f'mhl('r fH1e-h drcumsfnn('('sth:1t ,th~F('(l('l"nl,Go\er:nment's
sllare-, Blfty .fnJlln-ny i~~h-,n('f'~,he.tht' ·l('~~r ofol hf';r form~ Ofsllpp,nrt... I::. ... it. th£>u
P:l"0I~r to .. fPlnrufhe' Goy-crnulPut's In\'estmt>ut with~>ut referC"nce tj) the othc>r
fllU(1I:n~~Qllr(·es?,.", .. .,' .." ' ... ' . "

. :lnorltlitirlfl. thp]l'ngth offl1ndinJ:" f'honld,nhm' hp('on;~itl('r(':(l. ltl Rl"firingnta
TPmn.Jlf"rnrtHnfflnll:ql~;·if-i tll~n(l\-prnnwut'suJlPort tn', he £l1~t"rmi:Il('d(l,ntlh\,hn:-;~g
orl,Jrcar'!2"'f:lr!"~'1()rf'url;l?JRt tue tPlulnnpm t1i;lt,f;Hrn(>"gl"l\nt'~llrc11PW,hl
thplr 2!lth n"nr; He-~olntfon,o~_'Utl8}111('~HolI('ould,t~ompnllllfcn~ulJhl~u.i~ht..
nHlr~. ,Fur~h(,rrrtf)re" ,moF tfl~ncHrJg-nli~f~1I1f,rl t~ n r('notf(),r '0\,(' 'PJl fT,lQseo!>:,m:rkIn~
ai).lJ,I;-f"lltJCIH., The In~PfltJnn .. ',f!('t~f':11111,)' 'i!ll.,n •. ll:~·:p:io(hl(;t ·()t,.th{'-!'t"~ef1.rC'llprO~l)lm,~

-Thlstl!tH~~ftJlJl.()nr~ ,to· me to :,h(~ ,onl:\Yhich ,\'~lnrl.l(ftlSe'th!-'":Intr.llr of ,;~h('nro~
pr.s~rt .1~J..1rII1JIPIl'-, ,whf(,~I;:Js,.topro\'l'c1t.':fi,1llN,'II:l,nis1H, to f'h;rnKth,n,b~~i~".,ml(l
.ll'llHn(~ r('~{'fln'h ("rrhrt~,tn··AnW~i(,ll.. In, ms .op~nh)n. tll(>r(',l~,g',r(·ift'ln("r.iJ,to,fhp.
(,O~l,Wpt'"t,1rpCt,r;)¥~1f,,-, Inl·olllP-.: if r(l'slriC'tE"tl to. !'lUPJlllrth.Utrll~f'::trf·h::,v(~lJH,pro,·ide
the Ilfoller moUnltJon tornn,in:"t,lt'utl<Hr tovfgoron~ly pro~~ute ru.itent appl1ca..

';-.
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tlon. nnd th>l.: .tr~nl':fh~n, th~ ,I'~t~nt ~r the IpglRlatibn. In llddltlon. royalty In-'
C9m:flS.':_,~~i~iJ~ (n~,',I)Y, 'trt~~lfi:llY~~L' j nsfi hIliC).~, 'W.o lIid, 'lessen, ',tll~ .,:rtep:4'Cqr:~9hti 11u~n~-

. J?;~*it.t:,:()t,'¢riht.rIl(:t:Sl~'pp() i'tnn~_tlnli;:'be: in, th~p.ublfc illterrstt:lt.;~()~lld als~, ill';'
,('rep~'e-.tA~:"p?H_sj~llitY'O~', lH{:l~peJ~ae~~E'.' which. is'very ,val~:~ ~ii(Ju~·nQ.~lo11:l1
chnrnr,te't,.,:,- .""< '",'. ::.: ,,',,',"- -'., _,",' '-'. ,',.,' _ ,',' ..' :",_." :"',"',;

Jt~:·iifl~~Y~,~i'toynlr~v:'t~~l/Il)~.n;,e:r~:J().~o~bn{'1~·..to ..tll~Gpl"~I'n,~eJlr'~· \"'{qpl.d It.Jl'~t
th~Jl,Il(~:ho(J.v~:Jh~ H()~;~,rn m~n ~"'" t{j'ltk ~\\. i~,e,il~'$lt:rict f-i1.l ('h· .f,llndR'f0 r: :,rf'~,{'~,rt ..h}'trl1P
Pr,e~:eJ1~')f\#g:unJte.::.d()es' :11.ot prt~vi(l,e,ff;lr-.t·hn,~cml,.~idern,tiQI"l~ .·'fbe ..~ohdu$:loI).:t~'he
dr~,\~n Js.{h~;t:the;~nt-t.er j:s'}l:'ft.,()~n JoJ:hteq)r~t~t1on whiCh,could·~t"e4~lY';9t;..
Jntn.i..~.~.:.Qr."(!r.tuilily:'ne·~ilt.~,:tlJelnt~n1:,otJh~hilL'.",. ,,': .....'. "" :': :', :: ... ' ';:',.: ... .- .".'

lflnnJJ;t:,'l't, ~refr$~n;t .t-h~t,lfl.~!u.~,l ..o~_ of nli~:·r~uil'ement.':W~Ul~::: Cren,te:·~ ... (~n~;;
"enc'yt~':dri,ve::'up,:th~-, rate ofroyn~tr',paYlIJe~lt~:th~:rebYiO'~rpa'sib'g:lbe,co~t,·o~tlie
pro(ItI,c.t~'.>.'. :' .'. ", -'>" •.:', " .•. '.', .•.... ,-".,'.: ,,:,;' " .,: ". '::.. , .. "._ ". ' .."', .",:":",,,-, :,:, ::, .. ,...'

·l::f~J:th~:t'eith('l" .tJlis .cla]lS~ ~11.0~~.lU. bee1irninnt(>{i:"9rtln:a-U~rnnUve;':JOnnllla
"1ili.l~~d he:'~,~'n~iq{"rp(l',f-:(r Jlintrepn~.me~,t_h) the'p:oye5nm~nt:j~:~ascd: nIl, :~ fl:fr­
fe)l-t'n¢e',.'<~r',n~t"salesj'npplic.~1Jle.nt.~l givet;l rn~e' ilndproratro· o'n lL:. sUdlIlg,se,ale'
dQl~nr.'~fll.:~~·'.;' ',' . ':,: :', '....... .' " ':, '..' .. ,.':, ,"" ,,',.,

Thn1rk. ·yoi~'~n~., tll:~ 9ppo,~tuIllt'Y.Jo"presentmJ" vlewsln~.1~ppo~.:of this.lmpo~,.'
tant leglslliflon. " ,

:;;enator Ihnr. Thank YOU Yen' rnlll·h. Dr. Clork an,l ~[r. Putnev.
iYe n('xt. lIa"e a panel of small bnsine';'q pIT'si<lents: ~[r. P:lt.rick ;r.

I annolta, Dr. Alfhur S. Qberrnayer, ,and Dr. iValt"r D. S,vniuta.
Onr Sl'cond panel of witnesses are presidents of small busin,ess rc­

seardl compani~s. Thesc typCR of companies now receive ,leRf; than 4
}1ort-ont of the Fe(leral res~nrch and development ~~penditllre, yet
small companies have been the most inrlO,'nti"e sector ol the economy,
and aecordin~ to recent studies they aehieve mOre outp'ut Del' research
and den-lojllnent 'lollar than tllt'ir lan!er com'pptitor~.

:\[1'. Pntrirk .T. lannotta is the president of F;colotrol, Inr.. in Beth­
pa;!e, X.Y. ~[I'. Iannotta wns an ('conomirs mnjor at 'Qurens ('ollege nn,1
founde,l Ecolotrol. Inc.• in lfJ(ifJ to work on drvelopin~ innO\'ative
wn1H p'lllution rontrol devices. )[1'. InnJ10ttn is also t]lP, "ire pl'esi,lont,
for small business of th(' Lon~, Isbn,l .\ssocir.tion of Commerce & In­
dnstry, a member of the ex('cut.iyti committee of the U.S. C'hnmher of
Commerce Small Busines.q ('onnril an<l a lllt'mher of the Small Bnsi­
ness Administ.ration's high t('clmolo,<!y ad\"isory committee, nnd is
abo in\"ol\"<>d with the LOl1g Islancl Forum for Technology and the
Xational Small Business As.<orintion.

D,·. AI-thnr f". Obema\"Cr is l)\'f'si,lent anrl fou11f!pj· of ~[olerulon Re­
so"rch Corp. in f'amhri,l!."" ~[ns.".• '1Compnn~' sperializingin lh"chem­
icnls and pbstics fipld. Dr. Obermawr !wei"Nl a H.A: degre" with
high honors from Swarthmore Collr~" Rncl \Vas n.wardprl a Ph. D. in
chemi,try from :\fIT. ITe is CUlT('ntly "icc president of the American
As<ociation of Small Researrh Companies, has H'ITed n.q trpasnrer of
the Federation of American Scientists. and flS a rlireetor of the :::;mn]]('r
Business As.';OCiation of Xe,w England. In adrlition, Dr. Ob~,rrnaye,rwas
fOlln<!('r and first chairman of th" Researeh ~[anagementAssoeiation,
presid(',nt of the Association of Technical Professionals, and a,diroetor
of the Boston Industrial Mis.qion. '

Dr. "'alter D. Synillta is t.he president of Advanced Mechanical
Tec-JlI:olo~es,I '!e. Dr. ~ynill.tareceived a doctor of science d('gree}rom
MIT III mcchnme:tl en~ItI~N'In/Z and was a Ford postdoctoral enj!Ini',er- '
in/! fe!lo~. ITc.follnrled Scientific Energy S):slt'ms yorp. in 1968 before
('stahltslnnl! hIS prc~.;ent 't'ompany. Dr. Symuta's company has devel­
oped what llpp('ars to be a very efficient house space heater and water
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hoot{\!\ along ",·ith a diagnostic device now being used 'tt )I!tSsaclllls~tts
Children's Hospital;. ., . .

All of thB panelists have had s~JIl'ie exper;~nce~V1th GoYe.rnment.re:
sehrch nnd de\'e.lopni(int .contractmg thrOlwh thelr companIes. I tJunk .
tlult thcir experienccs will be repre~entativ~of what. many sma:!1 busi­
nc;;.sinen have ~ncoul1tcredwhell they enter the world'of Go\'ernmcnt
patent policy.

TESTIMONY OF PATRICK. 1. IAJ.TNOTTA, PRESI1>:ENT, ECOLOTROL,
INC., BETHPAGE, N.Y.; ARTHuR S. OBERMAYER, PRESfDEN'r,
MOLECULON RESEARCH CORP., CAI1lBRfDGE, MASS. (AND VICE
:PRESI1>ENT OF THE AMERICAN ASSllCIATIONOF SMALL RE­
SEARCH COMPANIES); AND WALTER D. SYNIUTA, :PRESIDENT,
AllVANCED MECHANICAL TECHNOLOGY; INC., NEWTON, MASS.

Senator 'BAYlI. I understand, )fr. lllnnotln, you have another ap-
pointment and you !ire goiagto have to leave us. '..

Do you wllnt to start.,/H .
)Ir. I.bqq:rITA. I1fr, Chairman, reg-arding the electrode in connec­

tiOll with. :oxygen scnmr previously' di~cus,oed, our .firm is now in­
volved ""iIh the de\'Cloptnerit of a VCl:y sophisticated measuring con­
trol linit for ener.goy conservation using- precisely that. type'of probe.
"'hat was initially deYeloped for the health fiehJ, will now be used
to help soh'e our energy problem.

The problem I will disCuss is the problem of smaII· ,*,mpallie~,­
particularly my ('ompany, in dealing with the agencies OnhC~(!Cl'fil

Governnwnt in obtaining R. & D. grants-an'l, more specifically, not
the forcgTou'td patplltiHl:t~CllS'c<1 earlier hut thc hackground patents;
that is, patellts that ha\'e already been issue<l, paid for, and de\'eloped
by the company.

,Yo stnrted our pompany in 1nCn, 10 ypal's ago, to de\'c]0p u process
for thl' treatment of S('w'l!!e and industrial waste water. "'e felt this
was a I!ood opportunity for us, because tlw I}m'crnment "'as ahout to
undert:lke a very large <,apital program in thiH area, which is now
estimated to cost somcthil)g on ,the order of $1 plus-some-odd billion.

OUI' system was onc that'hasically used the same lT1icro-org-ani~ms
as otlw!' s)'stpms. Bnt, by utilizing- specific techniqnes, we were able
to iner('a,,' the pro,lnctidty so as to cut down treatment time from an
llYCl'Ug-e of r. hours to upproximutdy 15 minntes.

It wus very difficult for us to intl'rest the Gm'ernment at all in the
concept for fipproximatdy " ~'ears, By the time \YC did haye some in­
t('r('st on the part of the IT.S. Gonrnment, we had approximately
20 .Tlipanese firms who "isited 11S. 'Ve had yisitors from the citv of
Tokyo. "Ye had \'isitors from Germany, Ellg-land, t'oqth Afri(·a·. Is­
rad, and man~' of the European countries, By the time we werc able
to interest the U.S. Gm'ernnwnt, we ha,l published three papers aad
had ],<,c(·i\·ed nn nward for on(' lllld had ha<15 years of operatin/! data.
By th(\ time ""C w('re uhle to inteI,<,st the U.s. GonrnlT1{'llt, they ad­
yised us ·that wo had a system that was so far along in denlopment
that w.. would not be able to quulify for research funds but rather
only u deyeiopment grant.
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",Ve were excitNl nhout thnt, Ii<>enuse lit the snme time the Oovern­
ment ,lid n ~tudy thnt, indicntNl ther" would he npproximately a Hi·
p"!'cent co~t ditfewltinl betw<.'en our technology imd those currently
~ln,~·"llf"?d. _ '. _::' ".-,-,:,:: '-',: "":_""""'_':" _, .As yoil are n,vnre, 1IluTe,r P"blic LllW !l2-1i0f}-tlw Fedi'ml G(;;ern­

'lM,nt is now pnyinl! 7" percent, of the costs of constructing munid·
pnl SeWll!!e treatnwnt, ancl facilities.

AIthOlI!!h wo wer" intereoterl, what we were not. prepnrNl to do
iT\,our dis'cussion witl) th" Government'was to risk onr patent. rizhts-­
thnt i~ ri!!hts limIer pnt~nts which hnd alrearly been issuer!. We had
the: patcnts, which we felt w~re of significpnt value. '

As we.. hel!nn to IWl!otiat,e the eontmet, which wns rcally n snhcontraet
for 11 I!mnt to 11 municipality. the Government wnnted rights lInder
our hnck{!rounrl pntents. The problem ,";"" hnrl with this wns.thnt. once
we hnd{!;"en up Sllch rip-Ms. pnrticitJarly\ g-ivcn the wry ,lillieult
cconomic ~nvironment, we {nccd in the enrly sevpnties. when cnpitnl
wns at n prcmium, we felt we would not be in the positio,n to mise
cnnitn!. , ..

The totlll contmet to us wns in thc nmount of approximately~100.000.
0,,1' I"rocs pl'Ofit, wa~ to I,e, not mol''' than $7.1i00. Anrl if onr co~ts were
hi!!!l"r than nnti,pipater!. we wrinlrl 11nn tnken a loss. If th~v were lower
than ol1ticipat('(l. ,ye ,Yo"lrl then he limitNl to ag-ross pro'fit,of nO'l1~ore
thon 7.;' jW1'cent of the zross cost of the contrapt: ..

TI,e enr!re~uJtof this ,yns 01 series of nezotiotions. Tnitinll" we were
willing to trl1~t thr Gowrnment. to gmnt certain rizhts-ann that wns
l'r·n ..lI~·nni,·e. lYe 'Y'Te n1f'0 naive when we stnrted the comp'nn~'dhink­
ing we conlrl f'ell I lie teehnolo!YV hnsNl on cost efTcdiwness. \\'e wCl'e
nn;,-" in rlenlinz ,dth the GO\'crnment-based ,on 01 verv nmbi!!llOUS,
confuf'inl! set of rezubtions. • .

I woulrl conclude 'vith a wry brid historY which I will suhmit for
tl1P reeorn. ,.

, IYhnt hnpP<'llNl wns thnt we recehwl mil' fir~t response of "our re­
qUCf't for ,yn iwr under the pntent regulations about, a week nfter the
grnntwfls,si~npd.

\\'e preparerl all of the necessary rloPl1lnentntion. \\'e suhmitted it. to
!he nzcnpy's pntent. counsel. I-lIe~. rlown nnd spcnt the ,hy with them
111 ol'<lerto rench an nzreement.

At this point. the n!'ency wns nenrlv nt. the enrl of its fiscal veal'. We
we"e nscnrPll that. we" hnrl an ng-reement nnd asked to stnrt the work.

\\'e beg-nn working with our cnstomer. Approximntelv 4 month~ into
the stnrlv. nfter we harl expenncrl approximately $:lO.OOO of onr fnnns,
We rec"i"erl n letter snyinl! thot tlle rlenl was not really an "nzreement"
and the, n!'N1CY hnrl nnilntemIlv ehnng-cd it. .,

"'11M tllnt rlid wns to put us in tIle sitnntion wherein onr bnckg-rollnn
ri{!hts were now in iropnrrly. Wc hurl two options: to niscontinue the
work nnr1 sue the, Goyernment or to Ilnve an initinl contmct with the
I1lnnieirinlitv honorerl bv rnstomer.

The ml1l1icipnlily declden to honor our contract, ann we continued
on tlmt hnsiR. '

\\'r> rli,l turn rlown thnt g-rnnt. It took 11S 7'6 venrs to intt'rl'st: the
G'we1'1lnwnt enon!'"h to ncg-otinte the trmnt. And" after we consideren
it to he lnck of goorl fnith on the pnrt of the GovernmCllt, we tllrlled
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th~m down. nut we continucd to negotiate to protect our customer.
That was a mistake, b,ecause suhs.equeut to thlit. in the n~xt ! months;
since we tried to salvage somethmg for; the county, whIch lS now on
the line for $~OO,OOO, we were asked to sIgn patent clauses to contracts
even if we were !lot to participate." . ' '. . '.

1Ve "'ere bullIed and threatened. It was Just a very dIfficult mtuatlOn
for us, not being n very large company, to cope wi!h this.

And the vnlv recourse we had "as not to work WIth tlle Go,·ernment.
I must shv"r am now in anI'''' pro<i'lct line. :\Ve are 5tHI in thc en­

vironmentai business. Our new prochlCt has nbthing to do with the
Government.

J feel I have, h"en emancipated. ,
The real 'prohlem. ft'om what I have seen, is the fact that most of

the reg1llations are mnbiguous. ,
I believe thnt somewhere I once read there were 22 separate Gov­

(,l'I1ment. polirie~. I would snl"l"est t1"'I'c i~' '110 OO\'C'111mellt. l",tC'nt.
polie~<silYee t.he one~ I have rend are so amhiguous aud open to broad
Ilnclchanging iriterpretaJions. , " '

1Ve felt. it was extremelv difficult toelclil with the GO\'ernment.
Pfirticularly since in the commercialization of this t.eehnollJgy, the
only prof'ed,ion we hnll on a natiOnal ha,l;i~in rompetition''':rith Tr11lch
la!'!rer firms. "0me with sales in excess of::;'6 billion, was our patent.

, ljR a·last resort, to try to protect our customen< position. wp inC!uiren
whether we would he nhle to Tetain the sami) patent rights that., the
OO\'ernmeut alrenc)' gavc to a lllultihill,i"irHlol,hr com),etit",. in the
fie1<l. 'We ,,'em aO.l"ised that that. would not J)e possible. We were
TealE· hnvilllered.

TIie Government ,'rgllell that. wc wonld have a monopolistic posi­
tion, which was difficnlt to understand, inasmuch as at that. point,
our snles were something less than 81 million.

Frankly, it was a ycr~' frnstrating experipnee trying to deal with
the Go\·ernment. After Dl!, all we were trying to do was to protect
what we alreadv owned.

I do have sOIne of the concerns ontlined in terms of, the payhaek
sel]ednle. _, ,

In terms of the '1nestion of forei::m trnele raised C'nrlier. I would
like to add that. one of the frm:trations we have had is. onr firm in
the last..year h~s spent nearly $50,000 or $GO,OOO in trying to obtain
patent l'Ights WIth .rnpan.

The rf>ason for that is thnt our system speeifieall,v is applicable to
the neens of that market. They arc spending billions of dollars each
year-and we would like a chance to eo~pete.

Onr frustrnt.ion was that mneh of thc information we "'ave to the
Government in tryiJ,1g to get them interesten in onr sy~t('m-sllb­
5e'1nent)y tl1rn~n np m Japan. And now they are in the world market.
competmg allamst us. '
. qn; technol0f.!Y has succeeded. We are just begi~mingto commercial­
lze It m the last ~'l'nr."re, ~love a 2R-millinn-gal1on-ll-day plant in the city of Pensacola,
Yla~"I' hn,-e heen accepted as an innO"ative technology by the EPA.
m Nassau County.

'I
I
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I might add that the frustration of gettin~ technology into the in­
dustry, becausc of thc Goverlllocnt'S regulatlOns-·thc redtapl7-must
b~shared by the Congres.~, I think. In the last 2 years-tinder PubliG
Law 9.5-217-if you have a technology that sho,\"s a 15-percent dif­
fer<~~tial' in total costs, not only will tim Federal Government pay

. the standard 75 perc~nt Fcderlll participation on those projects but
will add 10 Percent for a total of 85 percent and will give alDIS-percent
guamntee to ~it\~er fb:? rel?air; or modify it if the system doesrt't work.

So, on that DaSlS, we lire 1~ far better shape. .
The point I am 1.I:yingto make is that the patent clause On a $100,000

_T'~.nt preclmkd It~ from parfipipatin!!. Here the Govcrnment is ~t>end-

.~ ~~methin,g on the order of $3 to $5 billion a ycar witl1 virtually no
t·.'~hmcaloptIOns, . .

This~cenario, I think, is docnmented a~ well bv a Rtudv done by
Booi-Allen for the EPA, which out lined ROme of the"iiedifficttlt ics.

Thn major problem I ha\'c with Government patent regnlatiOli~ j~

that they are ambiguons. The hackground patents regulations nrc con-'
~scatory. And, mo~timpo.rtantly, they change with the individuals
Invoh'ed on nn on'gomg baSIS. . .. ".

Rig' companies' r was able to look through some of the files witl, in .
EP.\-T founo that hlr!!e pOlll1mnie". like Ford ~fotor ("0. nnd others,
we~ ahleto get p~tent rights Iwould have been happy to Ii,,~with. The
ratIonale ~as u~nalJy based on the fapt they had lnrg-e r('s~nrphbtl~::"e~,

anil the r1,k of the ll\lreaucracv of the nl!cncy was that If they dldn t
grant the ,,'ah'ers, they wonl~n't partipipate in the progrnm.

To the ,mall compan~';which tend to ha\'e one prorluct line, the ri,k
is th.a~ the c0!!1pany, eit~ler I!iycs un its patertt rights or he iloesn't
partlclpatc, It's s~-stcmatJcnll:vexcludl'iI. .

Fortnnately, wc werc strong enongh and had enough faith in onr
inwntion that we were able to take hack aufl ,.,ot participate.

r have one other conllMnt with reference to the bill.
'With referenpc to the bill, there is no specific eluuse in tl'rms eO\'ering

bapkgrounil patents. ~fuch of the argument I have seen-and Thaw
read some of the tl'stimony l!iYen last yenr before the :"mall Rusine'S
Committee-nellIs to a great extent with inventions that have be·en
de\'elopNluniler Fed~ral /!fants. -

Therl' is a yerv interestin!! clnuse in the re""l'ltions whicll is known
as the clause, on'the specified work object. 'What that term means is:
an~-thing ~'ou do under a grant or It contract, whether patente<l or
not plItcntl'd;

So, if a firm has a product that is patent~d anil participates. at the
Go\'ernment's request, in obtnining the information that, the Go\'('rn­
ment wants, there are rights that immediately accrue to the baek-
grqnnd patents. .

Senator RAYH. You mean, the GO\'ernnwnt has the patent rights to
lIny inv~ntion that von might make along with rights to the technol·
oiY that you alrelldy had before you participated in the Government
contrapt?

Dr. IANNOTrA. Precisel.y. THey have a right to force you to license
thl'm.

Renator RAYlL Exeuse me; they force you to license them? But you
would stillown them ~ .

98 ~Q~
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nr. IANNOTrA. Yes. We would still OWll, them.
The problem with that is-in fact, thl> best arWlment the agency

gn"e us for, assigning it is-they said they never used it., '
I indie,uted that if they ncver nsed it, they shouldn't haT'e had it.
The prohkJU I have with the licensing-i have se..n this hnppen to

other small companies. By chance, someone dreided if a small com­
pany can't penetrate the maTket fast enongh-or for whatever other
reason-they are forced to gh-e them a license. '

Up !lntillllGll. von could hn'l"e a lieenseaweement and ha\-o n rea-
sonable fee eomitig back. There 'nis no difficulty with it. ' '

The fn,pt of the matter is, that this is not t}m ca~; . .
In 19G9, Ihe Supreme Court had a case In wludl they said that h-

censees can sue licensor'to im-alitiate its patents. '
EssenHally, whlit happens-and I have seen this-not the Govern­

ment contmcts bnt small firms-the I,icen&e just stops pnying. And
when ~'Oil don't :ret the fee, it euts otY ~'our nbility to fi:rht back because
of the hwk of cash flow, it cnts off your ability of having options in
terms of ~hat you might do wit,1! yonI' company.

The lnrge firm, has insilla.te!l it~e1f in ternis of risks, under the worst
eaSl\ it pays what it would ha\-e paid, anyhow. ,

'1'0 protect a patent. it usnallY costs nhont a quart~r of 'n million
dollm.". Onr firm Sll1~,ly wnsn't In a position to do that. "

On top of ,hat,. approximntely GO to 70 percent of all patents' prOBe­
cntee! nre im'alidate(l in the nnpenls proce"s. So, what tha,t essentially
doe_ is. it pitts ns in a very ,!iffiLll]t position.

The !nst point:
"-e would he mnrried to wmeone WI' didn't know.
Perhapg they hlld a r1'pntntion thnt wag not neees.sarily one of

ethicnl conduct, And if we have a license agreement ,~'011 han' to
shar" the tl',chnolo:",v. You h:we to "hnm each other'g :mow-how. YOll
ha\"c to work tog-ellieI'. I have to monitor it.

Them is no way that 0111' c.ompany wn.s in tJw position to take on
the appointment-we, wanted a licen.see we would be comfortable w:th.

In fnet, ,,,hen we did take on a license n~rC(>mpnt. onr critical con­
sideration was the fact of trust in peopie.JVe need to marry people you
trust.

The f"et, thnt the Go\"ernment had that right on a ellntin:rency bnsis
also prednded us from ohtaining capital from outside sources. N"ot
from the puolie hut. I think, the institutions. The reason being: If
you we,'O sncc(>~sfnl in the marketplace-yoll,did penetrate it llnd you
wem commercially sucepssflll-any number of people could come
through and rc'lUI'.st a lic"nse. Therefore, whatever competitive ad-
vantnge y'on had ('ou1<l dissipate quickly. "

YOll don't reall~- make money on licensin:r. Yon make money by
selling products. The biggest risk in innovation is not in the inven­
tion: it is the inno\'ative proccs.s of,tIll', c()mmerc.ia~ization, in ~etting
people toacel'pt the products-that It works and It IS reasonable. Tha.t
IS a "'hard ',sel!." ,

It is wry eas.v to renp the benefits of pr<;l\'Cn technolol!J 'once the
market is .estnh~is!le(l. And big co~paniesare very apt to do that.

:;;0. I thmk thiS IS a very needed bIll. .
The only other concern I have on the bill, Senator, is this.
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From what I ha\'c seen, the large companies get very favorable treat.
ment oilt of the Gove'rnment in terms of patent acquisitions, whereas
smnll compnnies db very poorly in thllt regard.' -, " , '

, Under the hill\ we may find ourselves in the position of having to
:y' n<\y hack the Government, wher<>as thc large compnnies may, lInd!'r

(f v -the old reg-ulntioJ;ls. not pay hack anytbing and obtain equal treatment.
I just bring.that to your attention.
I would have been willinl{ to live ;with t~e contr!lcts given to the

Ford Motor C,;;. or, even, Umon Carbide-with or Without a payback.
But I couldn't get theln;' . .'

Senator BAYII. That Isthe reason for thiS bill.
Mr. t\N~OTrA.The bill is fine:
Senatol'BAYIr. Thank you very mudi.
I understand vou have to leave soon.

, We have some questIons for you. We will ask you to prO\'ide the
answCl"S. for the record. if you would, in writing.

Thnnkvou YeFV mudl.
It is wry prOffndi,-e. if pninTnl. to haw the }ll'nefitnf your personnl

e;o;.per,ienr!'s for ollr r!'cord.
" Dr. S~'nilitn, \toul,l~·olllik(.top;;cee(lnow~

Dr..SY:S-TTTT.\. All riaht: '
S!'nator 13AYIT. If you hn,'c nrmng;ed oth!'rwise, it doem't.mnke nny

diIference to me. . .
Dr. SYXIUTA. I don't think it mak!'s any difference-not t!"' me,

anYWflYL ._' ,' ..", _ ,: _ ''''''' ,'.-,. :_. __ ,' __.
I w;nt.to~kc this 0pPOlil1nity. to .thanl~ you for gi"ing mc the

0pPOlinnJ11"to spen k on hf·hn1f of th1s In11.
I an~;:(oi!,,![ to st~rt C;n page 2. l\nfl I ,vilJ.ma.I{~ some extra comments.
I th)nlr-mnovatloil IS accomplished by mdn"lduals, not by g-overn·

ments,and industries. However, these incli"iduals must be practically
moti\'ated. And this requires adequate support from government
and/or industrv. ,

1-1' I.fost often, t-he inc,enti\'e. for both individuals as well as btTsI'neSSl's
, ,boils down to financial reward. And when this is removed, their inno-
! vath'e produetivitv declines., . ,

It wonld appenr that most g-overnment officials do not appreciate
the importance of the profit motive in the technolog-y-innovation
process. There is a t!eneral bclief on the part of t!overnment officials
that where a Fedeml dollar is spent, there must be Fedna] ownership
of the 1'<'sulting product.

Thet'e on![ht to he a mnch hroad~r vicw. in whidt Feoeml fnnds can
he n""d to stimnl:tte innm'ation ano in which ownership of the 1'<'sI11t­
ing: outpnt. wonl ,] remain with the innm-ative concern. who would }.3

fr!'e to exploit. \h" (If'l'eJopment, to the fullest. In this way, thEl p>;~iic

wonld hen!'fit from jobs. taxes. et cetera.
N"o one benefits" from the ~R.()O() o(],l "shelved" govenllnent patents

whi,dt arc prr'sentl.\' fed(,l-nlly owned as 11 re;;lIlt of f('demlly funded
"e&>aITh and dey!']onment.

Prcihl('i)lR of slllall innO\'atin~ bn~in('f<<;(>s in dealing: with GO"HIt­
ment po]ie~' in pnt!'nf. rig-1Jt,<;, hackgrOlind paten-is, and rights in dnta:

Tlw deYe.lopment of new products or proces>es by small busines."Cs
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is very costly and risk- A successful product introduction im'ol'\"N!
product dc\'elopment UI.~ market-entry costs, which in most Mses far
exceed thc initial concept development costs. ,:'

Yef,. the ba.sic patent. pl'Oteetion usually emanates from'the initial
n. & D. phases-those in which Federal R. & D; funds arc most likely
to be spent. " ,

}~xisting' Government patent pol icy with respect to Federal R. & D.
funds inhibits commercialization of resulting devel,opment by small
iunO\'ativc firm.s. , '

The foJlowing- is an excerpt taken from the patent rights section of
a Cllrrpnt Government contract (refe,renee 8) :

s~·t.iljh:(ljJ"~A~~iimmet1ttfrtlie:Gc,vei'ilnlen~."" , ','" ," ••. 1

??he, ,f-;,(lU~-r,-", ,~~ree!i ," to' .ns5iJ{n.. tQ,,:t,,)e. ,',' q,Qv'p'rJiIJl('nt ',' the, -"'llttre :"rJ~h,_!. ,tlfle.,' find, .
JI1~rr~R~':, tlrro~l~l,l()ut tli~-worrd,' in ,~·W.l,tn 'ifn~'ll "Sl,I:IIJ~t-ln~~~r~lon:~,:p,~c·p,Pt"t.-j,-th~
('~f,.€'ntthnt ri~hts Hre'r('~almJ.(l'l>.r.ule, SeHer: 111,il1er· varill;rnphs(,h}{2J:}J1Hl'(c)
of t-h~~cl:t'u~e:. _'" , ,," ,_. -. ,

$,'~.cHon{(t',,:S.~Uerl.tc{!'nsp.;.-..,:, .>.,,';"" .' ',,', , :.' ': '. ,'. ," :.,,"
~he'. Seller .rf~.er"es:ll, r~~~n:h~~r,':~onexeluslT'e,:"paH];tW·lic('~sei~,~~('h,:prytpnt;

Rnl"llcll~:roiI ,,:ftJe(~,.i.n,:nny' countrY,on.'nSllbj~t_Jin:~?thm',alld rin~"tesl1ItinJ{ i'l::ltEm~

in:wIli<tIl' t~,:,(;,?\'er~~entncqnite;~tltl~t·"•.:,.. ,.•'. ,' . .-,';", ',',.,': .':, .,:'
Th1i~.if the ~e))er (I'ontrndor') nefept; Gov,emment. ffil.Pl'Ort. he

relinljl1ishe~ titlc to any sullscljllCnt invt'lltions conceived d\J,ring .the
eont.rnet. nnd. in fact. m'ust g'rant thc Government any ritrhts to im"en­
'tion~ ma,lc prior to rccci\'ing Go'\"ernment support-that is. back­
,groun,l rights.

It. is truc thnt. in cknlin!!' with l'Ntain GOVPI'ilment agcnl'ip~. a ,v:li ,ocr
of GO\'erllll1ent pate'nt rights m,lV he ne!!'otinted_that is. if the hURi­
ness concern is a\\':lre of and nnderstands tl", procNlurc. The sll('l'ess
or f:lilllre of thi,; n('t.ion depend~ on the di"position of thc parti.~uln.r

bUJ'l'ntwmt \\·ho is in chnrg-l'of tI", proceedings, '
r,ar,~c husin""se~ arc ,yell eljuippecl to fight this bnttIe. where3s ~mall

bUi'iri<',,;:"s nJ'e not. ..'.
As a result. there is a reludnnee on the pnrt of smnH innoYnti,-e

hUi'ine,ses to seek F"der:ll flln,lin,~ for innm'atin, eonl'cpts for fear
of losi,,!!, their patent rights. Ir.steacl. thev mny channel their fe<1­
era))~- supported effort.s to slll'h· areas -as ieehnolog-y assessments or
othcl" "paper studies." h"ping" that, the in\'l'nth"e product-develop­
ment work will COlli" frolll internal re~ource", Or they may seck
Government, slIpport. onl~' in those area~ thnt thev haye no intrntions
to eommerci~Jize. And thcy lIlay attl'mpt internal ,le\'elopll1en~ of
tho~e, innm'ations which ha\'e commercial potenti:il without. GO\'ern­
ment funcling'.

This nppronch ereates two n('g'llt,i\'c result~.

One is thnt GO\'prnm"nt. support ma~'g'r:1\'itateto\\'arcl teehnolo!!,ies
or innm'ation~ which do not. hn'\"c hig'h economic potential~thu~,
thc 28,000 Go\'crnment-ownetl patents that are presently gathering
dn~t.

The othpr is that the d~velopmentof practical innovative concepts
that. are "too good to g-l\-C away" is retarded due to insufficient
support.

In hoth ea~e:~, pl:esent G~\-ernmpnt patent policy end~ lip bein~
cOl1nt~rproductJ\'e III spurrlllg dewlopment of worthwhile tech-
Jl(,logll~~. .
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CHten'the,development of new products by small R. & D. companies
will involve 'participlltion by larger busjne,,~s, such as it larl'e manu­

factilrer. In fact. Fe"eral Government al{encies actively encoura~e the
, invoh;enierit of htrl{e nianufaetllrin~ concerns in research, develop­
'Inent, and demonstration (RD. & D.) projects.~Iost'often, such in­
voh'ement by a mannfaCturer will involve cost-sharing by the manu­
facturer if,he is eXl)ected to derive benefits eventually from the R.D.
& D. progrllm. '

If the subject of an RD. & D. pr0l'rafu invoh'cs.a proprietary tech­
nolo!!)-, perhaps inc1udin~ a hack,!!round-patent position, then a
small R&D. company is usmlly able to elicit intereoi, on the part
of a nmrtufacturin;r concern in joint.ly undertaking' a Government
contract only if the manufacturer would be in a position to profit
from such a. ventun'. . '

Both a Fmall husirwss anclll Jar,!!e, manufactnrer nre Willing to risk
an inmst.ment in t"nns of ('ost,sharin)! a!HI diversion of personnel
an,l facilities in ol'll,,!' to nalunte. th" techniclll 'and ('omin"reinl feasi­
hilit), of II new ('on('"pt as long as such II commitinertt holds the
prnnlise of])l'Ofit i'nl! as a J'('snll. O{ll proprietllry position, , .

,\1I too ofteh. howe,·er. it is Ihc Governinenfs pntent' policy and
ri,!!hts in tedllli(':l1 ,htll whid. prewnt involvement hy lln ·otlu'.r'wis8
int('rcstedrnannfat'turer. E,'en if II hasic pntrnt position 'lias been
l'stahlisherl prior to any Gowmlllent il1\·olnment. th", Government's
pntent policy rC'lnires thnt contractors ;rrant to th", Gowrnment nn}'
nonexc]nsi,'e, lic<'noe< to hai'k~r01l1lfl plltents for the purposes of prac,
tieing RD. & D. 011 the subject of the contract,

TIm Go\'(\rlllnent cnn e,'en rrCluire. Ill<:' contrllctor to license bllek­
f."I'olllHI pntenls to other.,;. Snhject innntions-thnt i,s, im'entions
con{"ci,'e<l un,ler the ("ontraet-nre a~si,!!lle<l to tho GOYrl1lment. Tho
{"ontractor J'('cei""s II r('\'oeable. non-exclusive licen~e; and the GOY'
emment is frce to grant licenses to others.

This policy remons the, major incentin, for invoh'ement, by a
mnnufacturer nnd/or lln R. & n, company-th", incentiye that in
retul'll for his im·rstn'~nt. he coul<l profit from II propri",tary position
in the subjcct of the co,", mct. - _.-

The contmct te.rms lllsn ,!!rant rights in technical dab to the Gov­
('rnment, inclndin,!! ('ertain limited ri;rhts to proprietary dala.

For example, the Government can require confident-illl disclosure of
proprietllry dllta to itself nnd to other pllrties, which may include
competing- companies.

There is additional concern due 10 the Freedom of Information Act,
innsmuch- llS freedom of information may take prece.denoo over any
contractual gUllr:mtee of confidentiality.. .

There have been instances of Gove,rument fi;rencies ,being forc~d to
disdose confidential data.1Ve have expori~ncedsuch a problem.

The net result of the policy is thllt once an otherwise interested con­
cern rends the "fine print" in the Goyernml'nt's contract, th",y are nil
too often nolon~r intert'sled in participating,jn any way.
, If, the 9'o.vennent really wishes to achicwe !l. I.arge-r involvement by
mdustry III Its R.D. & D. progrllms, why should It place such a burden
on obtaining cooperation 1

'J";;'~ ;
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Youmllst realize that in most cases a company not otherwise in­
volved in Fei.8ralR. & D. Mcds to be convinced t.hnt it,.cnn benefit
through involvement in fl, Government contract. The mysteries of
Goverriment contraoting aI)d the uriderlying fear of Government in­
volvement are enough of a concern. The primary inccntive that of
profitT-for industry involvement should not he compromised as well.
, I will give you just one example Of the approach that (;fie small com­
pal).y has taken, which is our company. And this example hlJS ,to do
with an inn(l\-ative energy-saving concept. .
, In the slImmer of 1976, we conceived an idea for a heat-actuated'resi­
dential heat pump. Anal~-sis indicated t.hat thc concept would impro\'e
both the heating and coolin/!: efficiency of a home substiuiti:illy and that
it offered the potential to pro\'ide the first practical and.illternati\·o
approach 'to home hcating that was both energy-saving lind cost- .
effeotive. ' , .

The concept required reduction to practice and a great deal of re­
search and Mve!0l)ment, befort\ it would he rcady for marketing-andi..
indeed, lieforeits feasibi.lity could be pro.ved. '. "

The most readily available lind appropriate soure<> of R. & D. money
would have been from the Department of Energy. Howe"er,becalise
of our concern over tho loss of proprietary rights, we made the de-
cision not to 'approach the GO\;ernment. . '

Insteaa, we have pursued a mnch slower course of action. By using
our own--limited-internal R. & D. funds, we built a simple "proof-of-
principle" model. And then in 1977, we applied for ~ pateM. .

Although the patent was re"cntly issned, this project is dormant,
essentially, due to lack of funds. 'We were granted the patent on
,April 10. . .

Had we chosen the alternati\'C path ann utilize.d GommmentR. & D.
,funds to develop t.his concept, we would no doubt be much further
alon/!:. From a business standpoint, however, we would be just as ba<1ly,
if not worse, off. Since we would not have invested a sigllificant amOll.nt
of r.loney as compared to Government R. & D. fundin/!:, there, would be
little chance that we would have been permitted to retain 'proprietary
rights. " - ,

And, as a practical matter in that regard, the Nation would fare, n<.
better, inasmuch as there would he a low probability of obtaining the
necessary private-investment capital to commercialize the product be­

,cause of the lack of proprietary rights or the strin/!:S that would be
attachen.

This is an ideal example of the "no-win" position that a small com­
pany finds itself in with re/!:ard to financin/!: inno\'ative product de­
\'Clopinent. The company cannot afford to finance development in­
ternallv, nor can it afforcHo accept Government asSistanee.

Until the Government reeo/!:llizes this situation, it will continue to
financp developmpnts which are np\'Cr commercialized: while the con­
cepts that are "too good to give away" fail to get develope.d bl"cause
oflack of support. ' ,

'~ ~(lCo!"mlPndations: Tlw Gowrnment shoulc~ lil?eralize ifs 'pnt'~'"
l)ohcy Ill. such a way that contractors can retam rl/!:hts to subject as

I ,,-e,ll:~s l)iJck'~!'Toll'ld !n\'ellt!oIIS as long us they tuke action to protect
. nndlluplement these JnventlOn,,;--' .,

"r .,.. .------
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The Government should continue to require that the owners of
rigMs to ill\'cntions ~romote comrrierc!alization <;>r else permit o~h.ers
to do so. However tlus should be provided for without compromlsmg
the owner's right t,Q.profit fro'.'l his innovation and investm\nt:. .

Government rights i~ technical data should be more restrwtlve with
reg'ard toproprIetary rights. •

The Government must offer stronger guarantees that proprietary
uata will be kept confidential and that contractors would not be obli­
gated to lice~sCJjroprietarydata to otherS unless they elect not to pur­
t:me commerclahzatlOn 'of thetechnplogy, themselves.

I support the Uiliyersity and 8.ma.ll Business Patent .Procedures.
Act-S.414 wholeheartedly. l beheve that the patent-pphcy changes
that are included in the bill would provide the kinds of incentives to
innovative small businesses that are needi'd in our Nation today. .

In diseussingthis bill with ChiJrlren's Hospital":"-w'iththe directorof
research and administration-I learned that they support this bill
wholeheartedly. '. .

Dr. BroSeghini has written a lett~r to me on this subject. And l have
attached th.at lette, to my written testimony. . • . . .

SenatorBAYn. Thank you very much. It. wIll be put m the l·ecord.
I appreciate yourcrintribution here. WI'· appreciate having'the helie­

.fits of your experiences in this field, and I appreciate your support of
this bill.
. 'Ve would value any further points you might have with respect to
details as we gO along.

Dr. Obermayer, would you like to proceed ~

Dr. OBEmrATIR. Thank you for giving me the oppoltunity to testify.
bcfore you this morning. .. .

Before Igo into my prepared testimony, I shouMlike to stare briefly
what I believe to be a useful and simplified way of describing the prob­
lem of Government patent ownership.

First, we must recognize that the purpose of a patent is to /rive an'
im'cntor the opportunitv to manufacture and market his invention for
a certain period of time free from competition.

Tho Government docsr:t have to worry about competition from
n.s: industry.. That is not th~ ;>roblem. It may have to worry about
fb,Clgn conntrles but not V.S. mdustrv.

Therefore, whm the Government ci\vns a patent, the Government in
fact does not use it. It does not need to use it.

"nen a patent isn't used, it really isn't worth anything to anybody
and has no real value by itself.

But an irony of the situation is that the Government normally re­
tains U.S. patent rights for itself but gives away foreign rights. Tbe
control of foreign rights appears to be much more impo"rtant in terms
of the health of the U.S. economy. .

In the rest. of my testimony,. I would like t,Q amplify on this theme.
In the brief time that is available--I know the hour is getting late-:-I .
shonld like to raise a few 'luestions and propose a few answers.

Tpe first question is: Why do so many small high-technology com­
panies avoid Government contracts ~
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The second question; 'Yhy do the bidders on Government contracts
uSlially not include the most experienced and best qualified companies,
in the field ~ , _ ' ,', ,

And the third question is; How can Congress change the situation 1
The ar.swers re(luire a,n understanding of the factors- that motivate

small businessmen. And we need to start with a discussion of the
fundamentals. ,

The goal of a company is to make profits; in other words, to mui­
mize the return on an investment.

The small high-technology company that has a product to sell usu­
ally finds itself competing with large companies that have much
greater financiai muscle and marketing clout. If the small company is
to succeed, it must have a superior product and a means for protecting
its product's superiority. ,

If the smalleoinpimy'snew product shows IYiarket acceptance, big
companii'S will try to jump in with similar products and overwhelm
tho small company with massivendvertisihg, well-developed channels
of distribution, and sophisticated marketing approaches. The small
high-technology company's prin~ipal protection in the corpmercj(ll
market is itsproprietary know-how and patent protection; '.

This is the way my company evaluates its position. We will not enter
a new market unless we have some protected technological advantage.
And our reaction is typical. Even the other witnesses today have made
similar statements. ' -

When the government is looking for a c~mpany to do research !lnd
developmen.t 1!1 a field where we have expenence, we are very caut.lOUS
about submlttmg a proposal. Even though we may be 118 well qualified
as any bidder, we become concerned that we may compromise our
patent rights by acCepting a contract. Manv Government agencies
require that small businesses who accept contracts not only give the
Government title to any paIRnts coming out of the work but, also,
give ·the Government back/!l'ound patent rights; that is, the right to
use paIR.nts already obtained and paid for by the company. And ~ am
the third witness to express concern about'background patent nghts
today. '

As a further affront, the Government nqually takes a rathe~.cavalier
attitud~ toward protection of a~.r ~f the c?mpan;-:'s proprietary in­
formanon-or "know-how"-whlCh IS snbmltt"d WIth a Proposal. All
too often, proprietary information supplied by one company later
appears in another company's proposal. It is no wonder that many
compani"s which hal-e important n"w technologies with significnnt
patent implications carefully avoid becoming entangled with the
Government.

We must recotrnize that 110t l\H research-oriented companies view
patent rij!;hts in the manner I :iust dcscrihed_ Some firms' principal
business is soliciting- G,overnmcnt cohtrnets_ They attach little or no'
importance to patent rights and commercialization; becanse they feel
that obtaining' Government controcts is an end in itself. Such com­
panies 'are not necessarily the most qualified to do the work. Rather,
they Rl'C the most experienced nt writing- Government proposals; Most
def~nse and aerospace contractol"S fit this category.

,.,
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. Howe'\'"er, ail the Government expands irttoareaS where coinm~rciali.
zation i~ important, it needs contractors who uildetstimd lLnd regularly.
dea) in: the coniIiiercial ",'orld. Commercialization or public use is the
ultimate goal of. most research and development sponsored by the
Departrilent of Energy, the Department of Transportation, the De·
partment of the .It:teri?r, and the, Departmen~ of Health, ~ducation,
and Welfare. It)S IrOniC that these very agencIes, whose ultImate go~l

is to stimulate commercialization of technology,normally'use very'
restriCtive patent provisions in their contracts; wherens, the De·
pa,rtJrient.oJ Defense, whose ultimate goal is not commercilLlization, is
much more reasonable. It normally gives title to inventions to the
contractor companies;

The Clirrent patent prmrisions in Government contracf$have led to
manv peculiar situations. Patent provisions that are intended to help
civil)anllg"CnCies often help only the military, Plitent proy-isions.that
are, intended"to stimulate, the U.S. economy often only provIde busmess
and iobs overseas. "

Perhaps a few examples would be llseful.
Aboilt 2 months ago my company had a new iclen for 1m air-qulLlity

monitoriliJr system. Thistvpe of air-monitoring system has important
potential applic.ations both to the military for thenetection of chem­
ic.al-warfare agents ancl to civilian agencies for the mesurement of
air po>Uutallts and toxic gases in the workplace." ..

It looks lib~ patents will 1<'sult when we renuce the idea to prnc­
tice. Our decision was to Rubmit an unsolicited proposal only to the
military agency, bccaus~ if ~e rcceind a military eo~traet, we would
have !l<'pn ahle to retam title to patents elm'eloped under the con·
tract. With the two civilian agencies-the N"ational Institute for Oc­
cupational Safety and Health and the Environmental Protef."on
Agency-wll would have been required to relinquish 01101' patent rights.

As anot'!Jer example: : .
A friend of min(>. who is p1<'sident of n 4-~'Mr-old I"(>.<;earch ll-rid

development company. had an idpa a few yenn; ago for n metnl extra­
action and recowry prOCPRS that could rppresent n' mnior. break­
through in the mining and metal-,,"ocpssing industries. In order to
o>btain Govprnmpnt snnport for thl' original development, the com­
pany llad to assign U.s. pntent ri<rhtR to thl' Government. However.
the company was allowed to retain foreign patent rights. ,

N"ow, aft(>r 3 venTS and se"eral hundred thousand dollars of re­
search and dcvclopment cffort. they fp(>1 that the proc(>ss is approach­
ing practical rca1it~·. The~' have· explored commercializntion with
more than 10 F.S. companies. most of thcm in tIle mining industry.
N"0 on(> (>:<:pr(>~sed strong interest, principally because t'xcll.sive rights
cOllld not be o/fercd. . .

'Finally, they di,\ finl1 one interested firm-in.T..pan. Th!'''' offe1<'d
the .Japanese compa'ny (>n~lusiv(> pntpnt rignrs in .Japan. Ancl the .Tapa­
nese ~o:npa.ny has taker. <In aggressh·e position in the pump;t of com-
merp1!lhzatJo'l. . .,.

This is 1i typic-al ensl' wherein the U5:. ·svRt(>m (>nconrage,; the e:<:­
p.od ~f technol0I!Y leading to forcign RaIl'S: forcign prodliction. for­
elgli.Johs. and Ims an advcrse !'/fect 011 the U.S. CCOTlO""V. I conlrl ha,·e
presented many other examples with respect to different prodlicts,

BEST COPY AVAILABLE_ '...•. _, ', ',_ .. " " , > :·:·c.,··,·'···-,,_·· ·"·.-·"····_,-'<··
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Idiff~i:e!ltageilcies, and different comp.anies-but with the same general
3cenal'10 and the s~megeneral conclusIOn. . ' - . '
, Senator BAYH. I won't ask you to do It now. But, 1£ YOll could, I
would H'ke for you to write do\vn a few of those examples in the kind
ofdetail youjustgaveus,. '
, 'I think that kind of horror story IS the best example that we need

to!7;::rid.rr~E~~·many people are saying things about America like:
'Ve ha\'e gone to sleep, we have gotten soft, we are not thinking
anymore.
, When you see this kind of ingenuity ending up benefiting' other

countries 'instead of our own, that is absolutely unforgivable, in my
judgment.

I don't believe any of the agencies involved want this to happen.
~nnovation is. being tied up in the'bureallC!~cy and the redtape. Pe0r,le
m the ,agenCieS are afrmd to make deCiSIOns on patent ow.nershlp
because they might be criticized or receh'e seme unfavorable publicity.

I would like torecei\'e any examples of this tJ'pe of thing that
you may know aboutbecause I want to use them. . "

I am saying that to both of you gentlemen.
Dr. OnwlAYEn. The kinds of problems presented here are .not new.

They go hack many decadl!S. For example, the ~-year ~imeinterval
between the 'Vright brothers' first succ~sful flight-ill 190~and
their first airpl;me sale to the U.S. Government-in 1908-is 'attrib­
utable largely to the 'Wright brothers' concern about the protection
<)1 their proprit:tarydata and patent position during their dealings
with the U.S. 'Department of War. It was just as difficult then as
today for the inventor/innovator to deal with an entrenched bureaue:

, racy.
Senator BAYlr. The more things change, the more they stay the

same.,
Dr. OBEmlAYER. The remaining question I should like to address IS:

What can Congress do1
There have been many patent bills considered llnd reviewed over the

years. Tlw arguments for one or llnother of them llre often teehnienl
and complex. Fimtl1y, for the first Jime, th.e focus in on one bill. This
bill isn't perfect, but it will be a major improvement over existing
patent l'l'gulations. Anr. it has a broad base of support.

I am, here today representing both the American Association of
Small Research Companies, which is the only national or~anization

of small rl'seardl-based ,businesses, and, also, the Smaller Business
Association of New England, which is the largest and oldest regional
s~al! business orgnnizati0!1 in the .l!nited States..Both of these orga­
llIzatlOns are behmd the bIll. .\ddltlOnally, the bill was endorsed by
the Smnll Business and Science, and Technology Conferl'ncc this past
)·ear. Further "upport comes from the Patent Policy Snheommittee
"nd the Government Procurement Subcommittee of the President's
Dome~tic Policy Review of ~h!l Industrial Innovation. These pan!lls
of busllless lea,lers h~ve elfiplleltly recommended that the coinmerclal
riA'ht~ under Government-supported research be tninsferred to the
pri\'ate sector. They have indicated t!'at the impll'mentation of this
reeommendation could have a major impad on industrial innovation.

'f7-~~~7~8
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. ':mil' jl'~slritJon Jx.forl' ~{on today has Ii bron~ bJl~ ~fsup'[iOrt,b~th
within the Cl1n~rl'~sanrl ,'mon~ the informed pllhlie. The oflrortunity
for pussu~cof a sig'nifi61l1t'pil'Cll of Il'~slution is' here. Alld I hope yon
will 1Iet. On it. I",<'ansc it wi1'. incrl'ase domestic jobs, allow for more l)f­
fl'et.i,·l' uso of tl'ehnolog'y, improve bllsinessDPportunitles, and benefit
our l'ntim ('conomv. .

Rl'.ha·f~l' BAYir. Thank yon nrymuch.
I hurl' i:J.li~stions fhat you gentlemen might give soml'! attention to

for thl' f('cord.
I h:itcto iihposc on you furt.her. .
Srnatoi' BAYJf, Lpt mo fisk hoth of yOlI to dpal with what;'it sepms to

mp, i~ a "Catch 22" kind of situation we have here.
I snMk as one who is \'ery interested in helping r~solve this prob­

lem but who has had little or no cxperien.co in the complexitics of it..
I ham nothing hut pride and arlmirntion for those of you who have

tho ingenuity at yonI' disposal to be llble to find innovative sdlntibns
to old problems. . .

At-a timo when we al'e ('oncl'!'r]ed abont "bii-!n~)is,"lithIa decrol\~ein
conipet.ition~is it an oWJ'i'implifierition to stllI!!"'s! that the pt;eseT\t
pntpntpolieies tpn,l to sW11.> eompl'tltion and, Ijprhaps, ·forco theindi­
vidnal l'nt~prenNlr to choose h<>twel'n a ('T\wernmpnt rol(\t,iotlship,
which presently lIas an llnae<'eptablp, o\"nl'rshipprovision, l\ni:~cuft!n!!:
1\ deal with a maior corporation, so fhat, instead othavin!!' an individ­
ual busin('Ss out 'llere eomp~tinl!' on its own, you really have a In.r~e
corporation I!'oing- out and co-opting tho competition? Is. that an
oversim'plifi~ntioTj~ .

Dr. SnnUTA. It is not an o\'ersimplification-that is exactly what
happl'ns.

Let me tell yon what we havp bl'en ahll' to <io with large corporations
and what onr philosophy is. with rl'g-ards to commercial product
devl'lopment. .

Wc arc a ~mall company cmployin,[!24 people or whi~h 14 or 1!; are
~~il'nti,ts. Le~s than :)() pelwnt of onr bn~inl"s i~ ,dth the Go\·eqml'nt.
11'e 'dli~it Oovcrnnwnt money to fill in the dry spe]]~.

11'e solicit funding for mat'ht sh,,1il's, demonstrations, and so forth.
wlwr~ there is no real research afid dl'Yi')()pml'nt; and maybe a little
<!l'\'l'lopml'nt hnt. no maior rescarch l'fTort. 11'e have 'also ayoided the
very lnrg-e coml'finil's-hnt. Wl' do approach the ml'dinm-~ize compa­
hics and am llsuaH... n!Jll' to makc an arran!!:e!twnt which allows us to
maintain 01\1' propril'tary interl'st.

11'e haw ~neh a rlNII with two firms at present, wherein they want
to cxpand their pro,lnct linl'. and they solicit new ideas for considera­
tion hy their marketinl< and sale.s personnl'!.

"'e ~ollle up with iunm'ative iocas--maybe half a dozen-we give a
brief presentation and thpy will come ba.l'k and choose those; ideas
whit-h appear to hp most attractive. 11'e~ ahead and develop the con-
eppts. ohtain patl'nts and dl'velop prototypPs, and so forth. .

They I!0 into prodnctioT\. And we ~t a royalty return.
Thcm is a joint ownl'rship of the product in spite of tIle fact that

thpy ha...e paid for all of the devplopm~ntcosts a.lId own the patent
rig:hts. '"

\,
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fliltb~r';ls a firm a medium-size fkin that has the visien that'
fo~teli innovations, something that the GO\'ernment could aiso pro­
vide, That is a prolit motive.

'Ve liot only ltctpaid for our research and development, and make l\
profit on thisR. & D., but we get II chane~ to do evpil better by having
on qpportunity to participate in the profits from sale of the products.

!thinkthat isjmtiortllnt., . .
Senator BAYII. Dr.Obcrmayer, do you have any additional com­

ments on thaH .
Dr. Ont:n:\lAYER. Icomplet~ly agree with Dr. SyJ]iuta.
We are 'very .cautious as to what kind of propo.sal we submit to the

Government. For example, we wonld rather submIt a proposal for test
and analvsis than for r2S\llirch and deve'Jopment, because test and anal­
ysis usuiil)y weans no J?atents will come out of it. Research arrd devel­
opment usually would Imply patents.

If tlHire.~i!-rch and development to be performNl is right at the
he.il'tof our proprietary busine$ interests, we will not submit It pro-
posalunlt!5.H\-e can Illl\'e title to resulling patents. .

Senator flATU. I assume that both of you ge:ntlemen and your cOm­
panies are typical of a lot of similar kinds of companies that have

. highly skilled, deeply motimted-highly prof!'ssional kinds. qf.
people-which can be the source of tremendously importantriew' i!leas
to our .country. .

Is that a fair summary ~

Dr; SnauTA. I think there have hem a number of recent studies
that have pointed: out that smnll husiness!'s haw, been much more
prOductive in spending the Federal R. & D. dollars, as you mentioned
earlier this morning.

I think we are such a company. 'We are not int!'rl'sted in being a
"paper mnchine" for the purpose of producing Government docu­
ments. Instead, we want to produce products, and this we are doing
without Government involvement."re, in fact., use the Government R. & D. work to cover some of our
overhead and in that way, we are helped by the It & D. wo'rk.

But, as I mentioned in my testimony, we shy away from doing the
innovati"e work simply becn-use we don't--wn-nt to relinquish our
rights to the patents n-nd, hence, the potential financial reward.

Senator B.'YJJ. '''ould either of your companies have problems with
the. concept of having a payback provision in the bill similar to that
found in section 204!

Do you have suggestions you might make now or for the reCord
later as to how to perfect this j'equireinentl

Dr. OnER)L\YER. In gcneral, we would have no problems with the
payback provisious as they are dcscribed in the bilL

It is commonly said in lntercompn-ny negotiations: "If you can help
me make money, I would be glall to share it. with you." I feel that most
small companies that can make a profit as a resuTt of Governinent
support would be willing to pay buck some of it to the GOYernmcnt.
Tha.t is noproblem. . '

IIO\~ever, I think thcl'e is a problem of defininlr the specific payback
condit.ions. If a company recei,'!'s a large Government cuntract,
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DY-A. JERE: With referenec·to your letter of February 13. Hi79. J have pndoS<'<!

bp,r"f\ln ,mnt<·J;'.inl,~~,h.lpl) .. 1>' ))-~li(>r-eoff(>rs nJ1.f>f1~n,n~llJat~l :~·i~\\"ofolJr.tlt'ntin~!'l
wlth,f,.PA,-,OlWr. m'1J~tll,eror'Y~l1rs' It' lsiDlJ)O~~nt:to,.r("~~lz~'"tgnf,()pr:m:ajo,r'('90·
('('rn .. dn rih':;th.e~·~·ns:~(}tl!lotlons, "'as' :not -pri Ildpally.with, ~b~,dJ~~sJ:tJQJl,'(}:',;ntln',
!-;11hjt~tt h_lV.l~IJli:tIIH~ d~·\~~lnpr-(l -nndt).r, .Br·~\"·p"n~rlt~hwp. fhE' ,ti'.r:lI..t,lt~pI(\"'·;l~~·X~
trenlp'l~' ]1 ttlI·t~l· h1tI1ue,.ohJ:e<>lf\~e8-nd ,.full:qJn~;Ot.,.r.:II1nj:flr ..concern)'~as .mn:,t:rWJ:i t'y
to, ..Jlrot~t Jrilrnq,o.,"prnm('Iltnl .('nntr()l'nur"ll:lrE"~dY.,I~S11~·,hlf.:;·k:~rQ~iIleJ·.pa:tl-'nt~.
wllh:·h \~·ere. d('\'('lol>N1 ,nt· grentperson,ol rlslt and.sacr-U:;(>e,d~rilui·i,v~rY'·'fiJu~U.

PATRICK' J. IA~H"'O'rT~.
PreBldcn l .

E,fOL(YTROT.. IN.c.,
. '. ~X""TR(),~!ofF.XTAr~ _-~PP:C1A,I:J~T9.
'Bethpage,N.r., Februqru20, 1979.

Enclosure.

)1.1'. _~TEn~, _W~-Gr.()\·tn..

Tle!>u']I (,hiet f'nu"Bclforr"'er;Oovernmenlal AffolrB,
lTJ{ Small Rumn"C81J4tlmfnisfrafio1J; Washington. D.(J.

Dk.o\nJ"ERE: EnC'}osP,d 'hp~elnisa, ,draft -of ,n letter I plnnto:rOrntftf<J.,YOll.
officlnlly aftJ"r _)'.o\1-ha.V'f' had nnoIlpprhJnify" tore,"!p\v thE· at tnchNl mntf>~iaJ;__ I ~
this "'hat y()u 'Tant? Is it 111 ~h'eformo.tyou need? Can I be of- Rny (ufth"'r
nssf~tnr.ce?

After YOllha\'l' hadnn prportnnHy to re\'lew the enelo.ed, J \\'lI1e.1I yonr
office to:nnswpr-nQyque'st}ons you may bu\'e.Thflnks.tor yourlnterE!:st.

Yer3-·truly yours, ,

no
,,"herei~ a small ~",,:ion of it relates to patentable technology, does thl'
;)ayhlick ~rovisi'.'ri 1II?P)Y. to the e~tire large con~tact ~r only to th"
Rmall sectIon of It? 111ls IS a·very Important eonsldc·rntJon. but could
it ho handled by regulation aft('r the legislation is passcd1

SenatorBAYil. I :';m afraid of leaving suchan important provision:
in thebiH up to each agency as to how they ~iIl implement it."\\'...
could easily find oursel\"('s in the same ·sort of situlltion that we nm\"
ha"o with all sorts of different prolIrnms and requirements.

Both of YOllr companies hate had experience with the Go\·crnment
and with private corporations as far as selling lind developing-
technolqgy. . . .

"rould it be t(}() much to ask you if you would :rhoe some specific
attention to thispnyback provision lind to make ariy sl1!!gestions yOll
miri:ht wish to make, so that when we begin to move along here•. WI'
will haxe sonie ideas, perhaps, for putting the best possible paybaek
mrehanism ir\ thp, bill. . ..

Dr. SYNluTA.1V" wCl1\ldhe happy to do that.
Re1!ntor IhYIl. Thll-nk yOIl very much.
You hnvr.beeti yeryhelpful. .
'We afe goingto ni.ove liS rapidly as we;tnn on this. .
I have another day of hC:'trings sehedulcd incilrly .Jl1l\e. Then w{­

want tp take inventory of where we arl', because 1 just find)t unfor­
giveable to etmtinueto allow the present pntent policy to plJlgUe ltS.

'Ve appreciate' your helping us move toward the resolution of thl'
problem. .

Thank you very much.
['VheJ'lll1pon, at 1 :15 p.m., the subcommittee recessed, to ret "'pnl'

at the call of the Chair.]
rJA'ttrrs suhmittPeI by Dr. Iannotta.the questions aml answprs pred­

ollsly rpferrPel to and the prepared statements of Dr. Syniutu and ~[I'.

Obermayer with attachments follow:]

rDra.,(t)

I.
I,

I

I
I



HI
",Ily d'l~cult 7 yenr period. Pnrndoxlcnll~. it was EPA's comlltlon fOr funding
;'il~" ·:J~r':QJt;:t:~.thnt .. the, 'J)~OC~~s ,~.e",~~(Qd~ii,~l$':" :92~,()':~t ,f:lltE'{l:','n nd t !l'nt ,S~~,·ffifi~n.t
~'_IJn~i",I:ii:i'~' "~'r~;jJ~~ ·,cFit(>rl:~·l)~':·n.yai.lnble·~ ;to_;ln~~re;·,a_JQ.~ r:Is~ "vt_ofil~. 'l'heobje{~"
ti\:~o.f'JlI~,Bl,'_A :~_t~ut'·'~~;~~.':C?p!Y,to '<!ptJD_li'~" Bll:',ali'ea~,Y p~,(t\~eD:p~tJ<;~~s1 ,.,~,o,t ~o
l1(>Y(llorr -it.' I,t:\\'as:('~H~,lJeU!?~',tlle.r,_:a,m}:It: ;:~'~,ey~h_.mor,f: atroI1#lY:'l1e-ld,:t()du:.y, t,~_a ~
'it '\\·e:::,\\·er~':,Il_C!t'fl_hHi-to,h0 ~{l'.: ,op.::to',' '0\l~'",bnsIe,,-'~a;ckg~"Jiind •p~t.e:tlt~,:,iJi ,',':l:t1, \~ ~yn~
.cH,n ,1:f~~I't~(l'fl ;rht~, ,f11111 \\:_<i wo~l~-,n'ut "lje;lll,-le"~(j, llC~utin tlt·n -lieeJI~f~-; ,"rni ~~t, '(,'I~1,iitnlpl'
('OIlJ-~It:eJn't'h~'·ln~rk.efplnce;:,.,"'::':":.:,:.'.'... ',"':"".':", ' ", ",':'",'" """" ,,',' ,,:. ",',"','

.'tr:nt,wa-R,>Pllr1fc·~ta r f~, ;uPS~,t.tf:ri~:';'r:n-fil""thlJ, t:ti •tl,11rpbe~ :,ofv,er;y, J.h~g~ •firm~:U"e~~
~blP: to ~.~,q\~lr~ IIItJ.el1 ,Ill'tl.re .r~4,Hq,~;,il~l~·, ft·~:i,Y,~p~' tforq:E,PA tll,~ri 'J<~l!~\ :,\~a ~,wH~itl~
t(): ~frord':U!ih.~r~I~~,i-t,:l.s ,(deat'H1Jl{'1a,r~""flrIll$ llr~, .qo.t,de-pef1~ent,'o~ '_p."'t('.nt~;l};i:t
n~n rkct, po::;ftlbn"tp' Vr?tert,.th¢If' j}.l~,¢,rf~h ,Jt::,.:~vn,$;A:ifllCtIl~'to.:lInd~~s.~((nd·,,~~.I)~\~g
lO~,I~~,partlc~I.~rly'~incesom~,Q(Jh~iJ;"'~a~ti~r:g1:~nt~,~!,f1()wdorrii'lia.~~d. t~e.inn~krt,
Y~l.1m~S~lln,(]ers,tand that, thltS~:all..t~dlni'c~!, -ft.~'rl,,':l,pa-t~ntPo.sition 'f,~'its 'onl,
r(·:tPY'Rl~~ng-th'partJ~ulatly' .in" :l1u' 'o'pen",','C()lil~titi,\"e, "alld:,:,difliclit't ~uf5:111.e.st:1
env~F~~inel,l:t.·:: ,. __ " ';" ,":.__"',':. ,',- ",:.. "':'. ,'",,:.';., ' ..::,': ":""':':', .:' ',> ,':' .:.'

TII,~,~I)eY'$i~',:~nt~rtal,,_I••:~llev:~:'tp.n,nlt~:-:~:J,~¢··t~®·Of,c,Allc.e',.Ifl."~on(l~~lnryl"1?~
~a-t(1:11~22 apljr:l)a,~h ':'fli:1 tn, ..sn1Il11''Jms,l:n~H;s::IJl.n.n. ,til"!ll!i .NIl}~p.I~~ll{',1l,"he}t1,ok,~ -f:qr,
nRsJ~t~np:e·.·'f,~om:':nl~'~~'cf~:~nl., (;?\'er~ry~:erlt;;,:,'lll: ,·ol~r.::.·~,f):il1~~n.:,' tJl~: .:Ill~t::,~~}lt~:. ()-~
"1p~ypnt~n~.poil;cy.i,~' one¢(m id':bEt'fo;ilncl:""·R~.t10~'~o.'~ll~e,th~::Y~-f'h~?lott:S:':l'v~il~t,
I.l(1·.: fn,:~,h,e ·.. lluhli:c~ 'Ij,l~~.· tq RHm~U\~,}I1.~~it:t.~t.e,:#~4.'ltir.:if:J~.~:en.pt,tU'1::~\"-~.il11hle·far:
~1,1l3:~1. le.cbn:l6pl-,'lruls:::.t.0 enler 't.h:.~'··[Il:fJ'rlf~~':"¥~f'tl~~r.:A",ty-eli:;the' :n~tHt~· .·,,~,~.,6ur-,·,
IIUS!11'~SS...~';~i~h',:'r~f[ulr.t~'.:ttl:1WJ.e,ip'l)Jiti;~~.':~)1~1. :;:c:o,t"t:~:*iJJ,ng:.:~ll,::;!:ry~ rs:'·t(): 11~W~rr,~
J:;I~A ..'H:~JJn'n'·ill:' oJ), ':1n I~r~.!~i;t,~; :1:-htR',f~trf~~J,i~~'i~:k:~f'~11,:1 nt~Yl'~ ··:.1 n11 ;]",('~J'l n:'~l'rl·.rrr/,t!!n.i~
t,inn,,·hY,Jo~~A ••. ,of :?tlrtP('hnol:O;Y'~er.~~',:,t9'·~1J~:>~i.~~r·:l-s:~,lat~:l~s·':f~(Jtll·,t~~·,.tnnrltE"t~::T~.~
n~t'effPet.W9s't()l,mitilate, thos~.W-l~,~':::~:~?~,';tl:t~h~y:':;q9nihl~l~4ry,:tIW'-'~:4;rJ;:e£~,~il;i~·~;.,
;!,lHl",'0 .... kf't'P: ,'.frhn1 ....·Jhe' ..... ,tll.11 n'i<·ip:.1HIY::':("rl~.t" :;'(>rr(J:~,~t i':~' .t.('Idr~T(l:lofd','nJ... JI,Ufi(~ll'!-l~'"
·:r~lis: ·proh,IeJtl.W:~$ ·suh~o/lue'rytl,Y.·.~f),rrfClfCliri",-p~e~h1h('E; .1~77:!i ··'YJ.l~n Cong'~~R'i.:n
l,:u:!"hl~ ,PI~,n~·~l1•• ·I!U,'·C· lTInlli('ip~I:Hfj(~J"::l __ lOf}\"I,,· ·... F~Jlp:rnl,J.{.l,I:lrtult'('f' ..to Jrroff('t
.1:::' ii," t t tI~ f,:~H'] rf~ (ir.,,tti Ii zill~,~'·!nt·v,I,·ati.rp·,:.,'. r(J~,t, -'l·::~f'(·t'i'·(' ,~",<.: fpJll!ol •.·.w,':,i1r ,::1 1':'0
h,fferl~~. n{](liftonn}, fi nrl'l)C'in1.i ~.\.{>n.tire~~" .~tP'~,~J,.fl~", Q.o,vernrll£'I1! .··hri~,:l,lr:~,Mti-:.RPE;nt
'f,l\:('r ,t\\,PII f >' .',~iH ion :fhll.h,lrs to: hUil~l,Sf'~\'il¢~ 1"rpri,t.rrlPnt'1"n<'i:litlf?,~~in(,eln7f!:.. nnd
nhl;('IJlH t{·s t IH'~Xp\1llitt1re of n:tl'a(JlliJ:ion:ll~20,.to~1{thiHlO!im'('rt!lp .'nf'x~tpn
:'~f>:lr.~;,(ln·nnlhlnr!'=nying-s'a~(,ClrdlllgtOil. GAO "r(lport 'wfluld'h:n'e asIgnif:c-nnt
i 1Ilp.'l.t't0f) t 11,(> fl'(lf'r:ll itllagf't;

\y~ ..'. hn"(>.i1'JW:(v~. f()t~nd .EP,,~'s.pat£,{lt.pC~sttlon;to,•.·h~contrn.c1,ictflr.y.- inef}n~rstpnt.
('0,mtpr, Irrofln('t.fve'nnd('Onfn~£>rl. .An(r the,~lnt€,rfn~ ·prielOSed, lhor.e· will- offer
wnlPnn,(I('r~.t-ancnJl~Or",hat the pro~lemwasns.-wesni'lt.

Ar.('t::J.R toinrlndp:
, l~ ·na('k~ro.l111cIP.afent~:and::RJ1.ci;'i:fled'York()bjf'et.

2; GjJVt:rumentnllyforced llc£'n5t.'e·srlght to sue to Iu't'uJida te llcensf)rs
pafentY(.

RCon('(>1'il o:¥er E.p~\ repri~alq.

I:.iX:STOF,E~ct.OSURES

1. A brief hIstory of our nogotlatiolls with EPA np to and Including April 29.
lflr,;.

n. The oifichH r~~ponsehy :}i~PAt~()nr~.r~,tlPR,tfor~ni,el";~nte:(lFehr9Ary22.
1.1)79, Itl,~ i~I}()rt~:nt ,to n()t{\.t~'n.tnHhl)u~,hJh~lPVrrit~~lt; dO~,s"not,sp~.ak,nbont
EPA po~IUon r~qllirinlZnC'intm'.,on:o.nrt)a~jq::~r()·J.nd pnteont,~;·lt.i.s.eov~F~d.to' the
t:t~rPement forwn-rdNflIS .. (co.pYMtnclu>ci,) . It' f:f ill th.J.-s lette:r~ th~t:EPA'ndmjt~
~')f1tn,fter ·'nnm.eronR.dI~("u~~I,ons thl'yhnve.(·oncluded'tbnt awniver oftbe type
rPt.111P;';~('OjReg§,entI~]JY:Ju~tlfie;ij.,Ho" .' .. ',' .. , " ., ,'., -

~lT.· Rtttt.pment' lJy nr;:TbO,tnaS:\rlll',ph~.,·nepl1~,YA-s~ls.tnntnti;\dmlnl:~trntlein
for ·.·4ir.: J~,n.~~ .1lPtl. ;'Y:at,er~8~ . at. ..~}P~.'J)etor('J;be,. Sl1lX-0,rtl.mtttre.· (Jf ... ~~ylro,n~
II,J.f~llt, '1tUcl: .Ahl~o~ph~r(':JJf·thP ... f'()1'lIlnflt~, ·(J,t-$dPtlep,un'(l :TE':f>hno,lo~, :lI~o11.S('",ot
',RpIJrf>51enf,athors., 01)· S<'llt~n'1 ber28; 197!I reYIe~lng the 'lack or Xn~Qt~tl(in' Ip.lh."
,(,ot1fo1truct1f)n:gral1t~prO~:ralll~,... :'" .. ... .:' ..,:,: :,:_' , .. ","',-', , ',

H~'-~~,~tp~:, uTri ..~f'.Jlf;'rnl.th:e.(ln·~tfptr~rtti0rk ,of_. R';J,rlvnt(S, {\!It(>-r.pJ;Pllf'nl",'~f'('orn~ tC'lh,~
~:n:E"~~~ntinl. elern~ntin8'1'(:"C'l?SRfI11 ,Ipnol'nt:i.ont',;'i'X~:v,,,·r~nt:nr~·: ,,:~1l'1l' <;nn~t'r;1i-n'
Inn~:vQ.non'7(.lnd~desh j'Anllbs~Dse'ot,' Ineelltlves: l'<Jrassumptionof -tb~, risk
()(: II"n9,Yl1t~9n,"o:,." .<" - ."'" ..''-

IV. TJni!ln ('arblde Torm. Xo! Avall.ble: Lottor froni ~Ir. Bochonek, statlml:
that clauses EPA has allowed Union 'Carbide' will not be consld'ered ~s part of

BEST COPY AVAILABLE
"" ." ''0' ,,' ,"."""',,.:,-,,". " "" ,',,;.',.:"'- .,. '



u~s. ENYlROXMESTA,LPRQTECTIO~ ~GE~CY.
OFf"lCf!: OF· GE~Jl;~,~r•.Cor~~F:L.

::,' ':JVm~hinf)t';1.I • .11.c.
Re: EPA Graut R8(}jf~1-Subagreementwith ZeolotroI, rnc.

lIfr. II. .JOTIN Pr,oCK, .1r.•
CQlmn.isftio':lrr fJ!PIl'bUC Worl:8,Co.un.tll ot'A"'alJ8,au"D,cparhpent Of Pu'blic Work~.

Jfim:if)l~.N'.Y.. . , ' , .' ,',.. . ,' ' ,. '.' '. ,'::
DF.AR}fRo ProCK: Enrlosed Is a ih'aft paleut c1au", developed in this office in

~spon~,t~ "Ilrrl)liest 'from,E('QIoJroI for'll~eylll,tinl'l:fro~:the, s:tnno-ard 'nalen t­
e-101lseuse,d.in. J?~;A ·gra:nt:re~rUhlNons. S~jfl(',~nr, FJcolol:rot ..requ~~t('d,tlmtJt. h~
.~rtl~,itte(l· to ·.ret,ninJitJr't().n~y.'i:n'·E'ntlt}I1 •. ('r~(.~J,"~.·()r)lrRt,q'f't.nnHY~"r~l1~l· .. tQ
llrflct~,ce,lnthC'~,onr~e:or,orllnd-erltR ~ll~~t\g~rn:~l1t,,,;:~-the(~()~lntrof 'N'-nH~au
um}pr"he '~ef~t'e~{'{'d'~rnnt.·As. (l,rt'~nlt of ,tll.iIn~,r~nf{:<lif:!cu,~si9ns:witlllnl?J:>A,tt
bas heen conelurled tbat a waiver of tho type requP.red Is essentially Justltled.
anHth~.e!lcl()'~~d:cla,useitlpnra~..rnp~·(bJr(>:fi~ts,thjs,v,i9\V''. . ,.':.,

Hon~ev('~.ll"l'yipwofJh.Ci qJ)~rpnt]ik{llI~OQ4:0J,.n,R:t~.p,1.~ Rnd/o~3 ~rnnt un,del""
~p;\:-fJ. qopst'ru~tfon flrrmt :p,r~Ii,ra:,Iil;,.toJ~e. ·~l!nty,ot,N'a~q~uJQ.. J)(>rfor~" rur..
tiler., ,£,xft'llSIyei:WBrk lnc.o:nJ1~liort ·wi-th tp.eE~~NotroI.pl"'Jp!ie~ti r~ techno]~~y.It
was felt lhat auy waIver of rights 10 new Inventions should be subjec.t to an

~ \'0 .....,.. :. ~
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our uegotl~tlous.This we felt was dls~rl;"l""tcrrpartlcularly since Union Car·
bide now· domlnatea the field. The net atreet of EPA's Position bas been to reduce
~-al~et_<'Oriii>etl,H(lt1.,tF~~l.lJt_ernB:ti;ve;pr(Xe~a,_:t.-e(+no16~fef!. ' ..

V. Eeoiotrolletter April 29, 1977.
VI. Ecq,lotrol letter July 7. 1978.
VII.<~:~6f()~·~(,1{ett~r,'June~t'lg78:~_",., :,:', "..',.--':, '._' ".,: _.:
VIIr. Siim!Uary; The end prbd·nct of seven yea·rs of'negotlatlon wno our reftiM!

to slim the paJent clau.e and to abandon the EPA grant. We believe strongly
tbat If we bad signed tbe c1anse. we wo.ul<l not be In business today.

·HISTORY OF PATENT ~'EOOTtATTONS E.PA~RAN~ No. R-80~401

1Ilarcb.30. 1976; Grant package was submitted to E.P.A. requestln~ a devia·
tIoA,·fi':<>m tJl~norD)al.Jlll,teJ1tri:g ..~ts'~,lntlse." ···.·;,:':i: .,' .'

June 30. 1976: Received letter from 'rim Oppelt. E:P.A. Project C: ..,cer ad.I.·
ll;!g.,us',thll,t':41Fe:v,i.ew, ,pl'oce,ss,}s" ,coItlPleted:~_\; -aJlil lll:at ,Hall ~eviE!w:"comments' have
bl'{'n hh:hIy positive." .

August 26.1976: Grant was officially signed by E.P.A,.
A 11,¢11~t tl~,~,,_1!}7~J '\~~(~.k .or)·.:: l{f'J·.(~J~((>(l·R; Jll.i-p:rtce',~.IJ"fr;i"l,fn.»J r.,;no(>h~ri (·J{.':E.P ,:X.~~

Plltent-_ C()tlnsj:!~, ,re9u,esti-nf;_-:.mAterIql-f~): :81~pp.ri'r~,:'('\1'r.:,·~eque,gtfo~'-Jl:~,~VJat"I'o,n_--, (,'.l'hfs
~n'~.J~ll.~Jlr~t',c<:'l)t_ncJ: Wifl~~·~.'I\A;'sJ~"ltent _'o~e~~, Ill,p:nU~s -fl ft~.~_t,'11~:<'r~v-ie,\\'" proc·

,-e~~:l,,~~:r-;nprirs~(llY '('.?:.nJp](·ted ,on.'l.~ :4,:f1nysf!-itf'r Jr~gf'~'.n.t)\"l':!-T,.!-t:i:*l~l:)"":··__ -.
~~n;,~rTIb¢r~.,ln7f}:,"lll"regpon~eJo.,rr.,,'nocli~Jtek'B'r~qqest.ij~l!/ot'-otlr('rnplQyee·~

lIe",to Washington D.C: speciflcally to hand deliver to }Ir. Bo~beuek,all the sup-
portlttlve Information· be·bad .equested. .. , ..

·Seplember 13, 1!l7G: Palrick rannolla. President' of BeolOtro! flew to Wash·
In~on·and met personally wfib 1I1r. Bocbenek from 10 :30 A.3L to ,,"3n 1';31". t()
hammer out an agreement. By the erid of the meet!tig, a mutually t.eceptabl<l
patent clause bad been deve!6ped. . ' .

O<,tober 15, 197!:: After repealed InqUIries to lIfr. Tim Oppelt (EPA Projl'{'t
()tflf:tprt 'Ils,ldn~~lirn. to :'dcte-rml.n~Jhe,s,tlltns,:ot:the:'~:g'I"~+nent,' ~l~lliJlE"f.+·'13
patent office. lIfr. Bochenek <'allNI }lr. Jannalla· to· Inform bim that the agree'­
lIlonf. wo,s;,'~.t,ill ac:cepfl1hh'hnts1.nlop IHlr'J!rfl!lt, n.lld :llrf'ndshepn ,~knf'(I"llPhad
put(lur (p'np~rwork).on fhe,Jlfick hIlrner" l1f'c.anse:h~:had·morp,nr'f's~in~ nl~tt('rs

tor~f.:oh-·~.,:~ith, ~rantswhl('hh:rd not yetbef'n:sjgned.'lIe told Mr. lannotta Hnot
to wQrry,t:here,'wn,s nO'llr,olJlem'\... ,:', '.' .. ',".. ..•... , .-

Of'.f'ol.)('r:. 'On th<,,}la~i:f'. of nliS,.phor~cnll':BcolQtrolcontlnlled __towork,.:!'r1good'
faith Ollth:f' ,pro,ipc't ,onclmet onOctoher27. 1976' with':.\lr.OppeIt to get the
proj£'ct u.mo'·,ip.g" fn~ter'·.

Fehrnn,ry lH77: :\rr~ Ro~hehek··$entE~p"~\.·R~·(lffiei'ril·'··'respon~eto Erolotrol's
pntent,f~eyintinn reflue~t. {Arespmisp whj~h.~".P.A:}l:lsf"n}.en·,withontnny 'con~

snltnJhm·· with .Ecol{)trol nndwhich j~i~,r()n!,istf'nt,,,~it~tJ:!~ mutnnll:v:n~r('enhle

ferms.,,"i1rk.f"cl (lilt last R('ptf'rnher...ThiRr~$pon,se;hn,~:cont~'llmonfhs'n;ftN· the
Krnnt. pnckn.a;e was snbmittedand5 months ,a,ftcrth-e'deriation was supposedl.v
"worked out".



STAT~~fF.,,'T. ,OF-llR~, 'rII0,-r~'.~ ~rtTRP.H~.,DEPuTYAf-isrs'r."~T .A,'p~n~l~TR:\rO~,VOIt' AtT4'
L,\~D. ,A~IJ ~VATF:~" JJ~R, ',EPi\~~ .'BE't~O~~''SUB~,ltM~~E~.C):-i,TJIE 1~~qR{)~,MrXT"
A,Nn',.~T~~.oRP]It:Itf:OF 'rJl'F:,~A)'-f~nM'E.r:, o~ SCIENCE AXO'.rEqrS9L(>GYj FA::.: }~OUf;E

OF,nE~~~S~NTAin'~s~S~PTE~fIJ,E~28~:-l976" . ",',,',, ' , '

i·9,~nE!r~,U',y•.•~Pc.'" retu:m,ol1' ,¥; ...·~J>.'lnvestr:tJe~~t()r,tlle-:,~r.i·N~ te ,:'m,8:111rf:1'~hir~T
h~: l()w.The: 'IIl,nr:Ret,' iwn(}~ t~at .1:lt;'g~,n:n<1coIllreJitiqnis-:Ji'P('n ,:l:1ll0n~S.llp~11:j~rs.
:\Jo~~'.o'( thE' '(,(',st.rortr~atm~ntw()rJqlis~n cODcret~,&n4'ste-e1 ;'ll'ss thana,qtj:irt~r

Or),})~:t.ot~:.l,(!?st:g(:)ps,forv,en(lorlui,r?wa,'~~~ .'. ."'.,...', .....
Or"teri~ill,W~Yllti()llresultsIn,n, l)r?eess ('hnnJ!€'..'r~,tb~r, t;hall'%llle,:W,tnnrketSilile

plece,ot'~9111pme:J:lt:.·.. }.:~ is ve~! .. :~i ffic',Vlt, to~stabli,$h; R',: proprlet-nr,f', p();~~ti()~:,Jn:,J;he,
muni~j,p,nl:,\\~n:~t~wllfer.,tr('nttne,lltmnJ~k,,¢,t;:' ~spe'('i~-IIY'l\~1 t,b.,procurcrzle,nt ,sPtiifi("u..
tions wlliclnan, be relatl"ely easily met by competitor.."

","-:--.' ,'.-- ':' ' , ",",' " "'" ,","', '"" --', "',, '-.';.

,

nE:Nf4~f!'~~';J(:"nQc"irr-::fF.:'tr:'-·'
.}Ja:tl':h'~,,::c()um~d.'{'Jj~J*lh
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Enclosure,

(6) To '''practlce'an invention 'or patent" means the l"Igbt of a llcense~'~n b18'
O~,b~h'DJ1.: t,o'pnke, .',haY¢.J:lltl.cie, use:orh~ve ',used" '~ll(}:r'h~vt!~()~de, "()'J;"' otb:el'~lse
disJ'~;I~"","fll' .~l~(·or(li,nu:r.(J··'I ~~:, ~~", a uY:,1lm I'hffre,. d p:o:i g-n. 'ffi:lullfn0tlJrfrr':('(l Nll,I1,~'it' (':Il
of matter pbyslcally embodyIng the Invention, or to use or have"used' tbe process
or method comprIsing the Invention" ,,'

(7) "AdminIstrator" means tile AdmInistrator of the U.S. Envlronmentnl Pro-
tection Agency or Iiis anthorized designee. '

(b) Licensing Reqnlrements.
Ecolotrol lIereby agrees that, to the best of its ability, It wllJ either directly

or tbrougll itsllcensee(s) Or assignee make available an embodiment of its Back­
~r()url(t Pat(,>Il,t{R)ftH It C0n1~erci~J",n('Dl:, r?r, ll?~()r pr:J('tke wah a, .~P<,lf:Jtl(ld
Work Object (),rSublecl;,In'veptlon. If the Con tractor,its I1~PJ1~~{RJO'r.:l~:-:~~f'~
reels It no longer desires, or If it Is unable, to make sncb Commercial Item(s)
avaUable. It sball notify tbe Admlnlstrator, and upon request'by the Administra­
tor, or bis designee, wlll license such Background Patent(s) tf) any de,I/rllRte9.
resporisIble,8,~pli('ant for practice onrea'sona])le terms andcoDditious indJlding
reasonllbl~royaltle8.

(n) Ilel'egotiatlon of Patent Rlgbts ,
The Contractor (Ecolotr'ol, Inc.) lIereby agrees tbat In tile event EPA, eitller

has; orin,thf' fUfnre. 3,-,yanI...;a Sf<>I1,-'l.,:!, or~{cunstrlH'tiongr:Jmt -that"im'oln':,l nny
for,lll'Of ('xlwrimf>ntn J.. deyeloflIlu'ufnl, . r("~<'>:l reh (IT flf'mOIlRt,r:ltinn ,.wnrl\ (In,'JlroC'·
es~~s coveTed: bY,nn("k:~ronn,4 ,pntrntR or. othf>rwi~('.prOI'l!j~:tnry.til t~('oI()ttot. its
lI«pn~:(l{l'(~)f),r: :l~sJ:?ne>e;, J'~(',(,l1otroL it~ ,1ic('}1(,P() (~ ) "or n$Sig,IW{", _.I};~:l PI'i-o,prill t~.
agrees that, the portions of thls clause related to rlgbts in Snbject Inventions and!
rir]{a.~,k~r<HllldJ·n-tellts!'I1,mII. ,he subje(·t to r£>negoliationnt' the"op[ionof the­
Government of the Cnited Stntes.

'1 ..',>'/'_"':'---': " " '._ ,'.'.'" "; '. ,',: _._.,. _,' _ _ _,' ' _,:;,,:,:,"",::":- ::.',',': _,","':'
flgn>('ment by Ecolotrol tbat in tbe event any snclj Step 1, 2 o,r 3 Construction
qJ:~'~~:l~',aw~_rd'~~."tlie, ',ri~~,~-,grllnted,:un_~etth~:referen~e~:gra:nt:,\t()l!).-d,be"$3ub·
j~c~·:tOr~ue~o_tintion.,:r11i.ls position,Is. takef};- :'81~cellnY'_Sl1,Cll,-fu;l"_th:e~gr~nt $t~.l};­

POl1:, \Voitld,' 1,lri,(n~et;lionaIJ11'_Ser:~'e:'~O,:_fu'rqlereIlhiinceJ Ire,,_b'~~k(r()ll:u~ ~:pr()pri~tafY
'P9sigon- 'f?l:-.J~~9~otr91~_:,'nIH~:_ yerY:.:Pf(}bably,a1so,tlle '~'~~II~_: :.o{ ;~,t~Y'_l)e\~_,JJ.l_venti pn:3
W~~~tlll~der:J~I~-:t1bo\'e,:,J2efeteb:~~(l,grll'n.t;_ Jll-{,~d~~g,qp-j" it. :'i,$,r~pgrl'i3e<1':_t:hH t:~Jf.f
,fJtJ:l f,(y et(H}~ln:j,cti ~n, $I/nnts,.-~wnpd (>d:, ,i'J.r, '~j;~JA \~~:l,lic h -lISP ,t-h ~,," p;,C(),lot,r()I ::te:~:llHpl~Jf'Y"
cotH(}: re,rr,:lrk~I-r "J:~sldt, 1n", :()n~" "ll,):iloDopofy }16Bi tl,()jt't~,.~,~()l()tr,ol, "ID([, :s~o.ndly.
n,J)dT"trlj~'Ps,'e~~:etl,~9~~nllPPrt~,rtPY;re~Ult:inu.si~ua~lo~'~~,h~F~~~PA-,~bUl~,:~.nl",¢,
f~n~]e<l,': dey~I()P1Hel1;t ()f.f6t~J;ro unil ,lnye~,tj'Or1S;' ,,;u~tl1~r',lJ~rt~~tiori"pf'b~cl{~~()llD,~:
InvenUOI's and Wen would be in the position of paying slgni/lcaut royalUes ·to
~co..totJ'?l'Vf~V~eEp~\,Go~~trtr~t:i{m,:GrD.'l}ts,p.ro~!ari1~:, ,,' :"',,',,, ""''-'''' '""" ",;",,;, ,"" "

It,"" fs' 'r~~I~el:flllJY.:,'t~'IUO:$t~,(l..tJ)nt:the- pni·losf·d, "~l[lll~e,,, ,l)~" '1;?rw:nrd' to ,:Mr.
P8~rlc~lc "Ja0tl,ot tal ,:I;resicleo.t6f,,:EC{:" ~()trol. f or::}li~:r,ryi~'Y ',~n~'f¥n.t ': ~<:"In, 01~nts
P,tl'}11'1Yi 'yisJr tl)"n~t,l.ke. k;ither,yqllQr: otherr:~j~reseh~~.fiYf'~"ptlheC();niIty,.qf;,N:l}·~-.
sall,aild.'~t.r.,J/ln~~r)Uamny.:f¢el.~reet?c;ontact:the. wi~¢rsi¥l)e4":~,t (~W~"F.q-?H4
re./!nJ·diti~' tlii.(ll1at.y~r;', ..." . ,'"e",;', '.:,,', ' '.- ...;'; """".<", ,'. :;:e,,:'

It:'~llopId,be,'nqtc,d ,tl13t.'t..nr"('OJi.strl)t'-~lo~1g',ral1 t,n,warderl,'.-. h;r:'EP4',lsd(t~mp(~;
it~f>l~~: '~lll,jJfct'to.nHd .1()'lnChlde: thp· 4P::\. pntent rights. ¢,lail$e.·,eontnfI1ed in 40
CJ:'R Part 30. Appendix·B.

Si,Dce-r~tK'Y;()It rS~·

\
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BEST COpy AVAILABLE
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lcl~~IA.¥WIf~,'B~Il:E;zq:~~.'
Patent Coun.el (A-IS,).

ii4

{ ,

n. EPa Grant RSO~654-Q1.
~lr., lts11uc'K'l,\XX,oTT:A.
l'r(,Rid~n,t;· R~·iJlotTol. Inc.
llcVI~:(lo,e.,·j..r.x-. .,'

DeAR Ma. IANNOTTA: This Is to confirm that It wIll take ahont one week for .....
m~.,to"{)lJtaln'~ cnpy:of thepaJent rig~ts clRus,ell~ecI'}'t1tbe.UnJQ~c;nr[)id~~ou~
trllclf;' b,fnhout.l!),G~70'thnt ,,·(>re.awa~d~ ... by tlle D(>part~grrt,.ott,~~ .ltlt~rior.
~.inc~ l~v.ql,be fm:'Ye,paU()l1,Jtlly lfi-16, :I~llall.e8,H~ouon,~l)opt'July.18rega:r:ding
thi$..~~ltt~r,;~.~d,ot-bej:·:;n,s~~~ ot,(};ur:,~te~t.cll1use:J:l,egoql1tlQll~~

J nc~4f,I1.tnll)",;· tJ~~ .~s,~ ,:of· ~~l'taln d~uses J.n t,heUIllon,:9ilr1;>ltJ,e'c(Jhll"~~'ts'\vllrti~t
he:.e~IlKI(le,r~.4'a};)r'~~~ttor:,u~-th~reot'hl.y:ourc()nt:I:act- \ylth. ;,X'~~fJ~' '~.?t1n..tY~
~~us':,~' sng~est,·.\,·.eh~rrO\y,J,he:r~nm~l1ingt~slle$to,.(~e:"IU'ntt~r:~otJll,e'''I:~t)~~f?tla;;
tiWl':~.~ ..,pro'·i.Nlnl1~/?rlh~',p.r()i)O~efl.' .pat~~~. rlg;Ilts, ~latls~·J.··~~t '~o-~~,t~:):)~gc~~'.-tn
F.>brnary 1977, and wblch YOn discnssed In your ·Ietter of Jnne 8. 1977, 'to him.

I, fihall'~.Il~n et -' SCi~ '011'~lh.o\lt J,u,ly 18~ ',lJ t><>ll:.JJi!rehljop,JJ:'()r#',:vii~tl tJ<>.li, an',4(h.l?pe
t.1~~t,:~~c~:ti-";~t>.r~'n,o.e ·furth('r.l;1~g6tI·~tlonR to"tbe.•~i~gle':IImtter.,~f'''Parfl~.rn,p~',tl1)
Re.l~~~,otill,ti9n··.ot- Patent Rights :in', the aforementiOI1~"pr(>posed patent 'lights'
-elftuse.·"" .', ..', ..... ", '

·~ln~r,flly:yol1r$.

~for~o,·er. "rnce tbe market Involves· mnltl"le decIslonmakers ratber tban ..
:Rn}~J~;f'.li;t(),mert:Jt-'ls<Jln,l,~- COr1~lnllini~~~'d:_,c:llfO~,n~t:tQ'~]lti.l_l_() ~-,th~: ,pnrU{'i P,~:T~ts~,

,fl}I~~~.·,w~,:,'#~;ft-)~l1lt~yel;V,l~),!::~etelOr.}irf';ll,tP:' R;:& 1)"911. -W!LRt~:w~tet::t,r~,:rt_~
!l1E'h~ !':~ell\t~J(j~y;":~(~ '_~llllt ~'1l1c~"9~s ,~rb'elng"focuBe(tpri'Illft:rny,on-c_~B~ t~ti~
tJ(l·~,f:?t- ~~~_R,t,ln~-}~qnJP:In·~~t~',: ,:,-,', .,' ,-,.-. ::."" -"",.-.. ,-,;. ,,:,_ '"":,,,' ,,"",'-.:;:i·o.:
. :rbe primary' llivolvement of the private vendor comes at the technologlcill

,m'p~;k~;~l,~;'J1l~ri,s~_'o(·t_h'e rfl~nrn,tl(Jn: 1l,r~~~R~."_>'_'_ ',; .: '," , ',' ' :'._ '.,": " ',,::,: _.' ",,: ",'
._ "~':om:e;'9~<t-lW':~or~ '~n(?C~,~tul;:f*~Il'lI?le,~.':ot'~n:t1ovn'tIQrr'ln",'w'n!=lt.rwat~tr t~~n'fI!'~n~,

Jt;;~~I~o.lp~", :>!HJ:f~c:' .li'~r:' .th~l"ile~e:ri.zedbY" 'Jl~,~e~~iv~. ,,1nyOlv~~.·~:~t,?t:~·, ,'nrivti~~.
m~nll~f~:t::~,,1,~t;~l"~, ,':",:.,'. ,,', ".-,' ;:, ':, """,',-"",': .,.:.,:,.,,'::"'.',: . ,',' ::::',:', :~,.':,.-".",:..,'.-'

E~~tr(pl,~~":.l:n('htdl;,.~'~1~hrE~'~,'()xYi('n,.,f[er~ti!ln:':J;l,n,(1" .:{)reR911r¢ '~w~r·:~.y~l~,iIt,R., .l~
~{o~,~~.~l.~~~,~, ~~r~h~fpaJio»:,'Or ,~-~ri \~ate.,entr~.~ren~ur·: 'se'eIristo,,;bt:f 'an "es5~ntinl
.{'Ipm~~(i'.I1,Stl~sf:~l1'irinf'v,ntl()Jl."" ",":".'" ',' ,,' " , "," '., "::,.", :'.': " .... ':,:'

~·Io.~·~\,"~i_ ,'J~, __ -i.~: .:it~,If·;rtOt" :~~JIJi'ci.rnt "to." fl..!=I~nre.lr1:J)ov:~:tfon.~fn:~',t,~:~'Jl~:JVfth~::'in:~
t('r~~r~(t.e,~,cl:'f~f~l~~()~t,nl;tr1:'~ti~~:' t:nt~pr th~,n,:,.(ley~I:op,JHent" ~hfret0I"~_,Prt',"~t:p
)1,\\lnl,(a~h~,~~r:'r·, atf ,'1n;r,~~11",d~p:¢ndeI'It. 'tlJ-1~,",:. t-he ,:£>:tlRt~n ('e. :0~"~ t1 ~,\V' ;t.~hnolo~1 ~~.
wb1'f,·ll.ll::tvc: ,~lrca:dy beell:,·tle\·e!hr)ed'~' ,such'· itS· through'" the' '. }I-'ed,ernl ':R.':,&---~'.
f;r0:t,r~"r1'~_:i.' __.:;:'.':':"'''' ,',':">':.,,:', ........•.... ::"'.",'>.. ,', ""." '",''-',:'::; .',:,,:, :':

J,fl:::',~1I,~ro~,~S'S',.~,h~.. '(1~;\"~J1I.-prt,t.M1t.·,···.n:nn,.'.u~P,::o.r ,.·Ij'J.unlsIllnl w{lgtr".·n,~~r:',:treat,npnt
tt('~f}~J:~i!·Y,JI.fl~,.'tllP f~:1ll,\~i llg;]<ry .::'Plltllre~ :'\',lIJ~h:~iw.gt-rni n lnno""ntl~'Ilt; 'c,' ."

.\'I()~\~~'J~Y:~t,-p.~:, l",,"~,lsen,cnt: '(),f :'pdvate'm ~,n,uf:u;for~i:s ;: esp~ln:l,:Iy,l:!1.<1~\"~Jop.l ry'~.
hi-n~\·;:),ti;\~~,:tee-'.lrl1:o1'~Y.:,··:·.,:; ',::,:,:-,;"" ..-::,,;"'::: ";', '. ':; ':. : ,',.-,::' •. .., ,.'. ",:.::,:,,': .":""":"~"""':':,

~\~:q~~~t\(lr~ce .~f', ,~liT'l,f~, 'mll'rt~lrn'~f1~r~r$,.~wt(h:. ~om(S' tl?tnhl~. P,~~;~Jlti"·i~~.·;'nJ)(m
lh~. n.~rOl~lli)lly·,::()!,:;})1Il'r~:'?tflJ~.l~:: t~hn,:61n'*,": ,wh:i(:l1,:'~ilf{J,~tn"d~v~~onfd . by' .,otlieis~-

..\#1, ,nl~~;l)g~~(lt:~:in':~nn:,:~, ,:f(};r"':'Jl',~~,I1:rtl,pti:~'TJpt,",!ll'~~ .r!slf,·.fhr, IJlnO\~:l ti,Qt1,.",:: "',( ',' '
A.: htN,(,'nf: l~~·p)):rl'r·e: f,.-ir:tflJ9:~~t ll,e. ::i.tW'itl~n1tl:::tlrn~:ne('e~snrt ",fq~ ,,'~~ll1'(jr:Qn~b'" '

('o~t'":p.rrri'H,,:pr:~,~~':~rytll~~iRC)f hlnovrlt'j·\~~' nJtr.,rnntJvE,'.s~'mHl., .:,' "':,::, '<, ,.:\,',,<~':,"
A •Jll.'~k'o~. fuU, ,~(,'al~:, ,'CO$t .and C>ln~.raUng"~h'~e·. on .many· {ly3 ~lnhle'" in!i'o\"a:t'ivp

t,p~lu:~()ll)f!i:e~_:(':', ,::. "'.: ' .'. "":''-'' ":''-''. :.:
F·ro~~J, (,lie .T'r('('{~f)iT11! .. <li~Cl:lgfll()Il' it·.~Rtlpnr Jh~t ~·e'.-see a. {'onUr~lifnA':"need:'f6r

hln.9vllJ.lo?i.n,rnnnifipal~~l1st~wfltrr ('0T!tl'.{}~t,~~nplo~y; ."",":"":" ' :',,:
Hi~' nl~!)c>~~.~rthrit,' th'e:, ,nl"flr('~!o\ :of :innovntI"Tl.for,nlnr!eiopnl .•wn!-'l~f\·~~tp,,,ofP{"~,';'

rifll~Y ,.is·~~(>.rY .. ~olTlPll'X: an,«1.lt,(1lrrentlY functionr;,'iJ1'cludl?s a 'mltn~rorft:lctor9
wlli:::h',oIn f:fJ("L(!oBflt,rn:itl·lnnOv:nlF.o,n.

On,I?' of tlJe'k('yt:'J~:Il1e~~s:~·~'th~. O,"Pl"fln pl"(l('e~~ Is .. th,~ F(>(ieTal~~~pn~(:l1'.pro..
g:r.fllll.,·lry. ...:lllr:relI1ark~,T·· ,?ay~··tr:iPd.: ',to.clps«rihe··.h?w.nnclwby th~ ,:!"p,se:rtr('l:\::,prfr.
~rfl In, h,:lS~.\"f)l'"E>d.intoIt~'Ijr~~,nt'form' ··thrit ,orpro\"ldi~,g-;hic:hlyf(){>n~~(l~pplj-e-<l
T,(>~f"<l,r('hn,nd~cy(~l~Prnellt~ilPll{)rtfor near termagen('yrteed~,es~innythose
of fhpcnnst:rpc.tion gl"antspr,?~rarn. .. . . ..' ~-,- ,

'Vit1}i.hi~.:=;(,'lH·r(.nt Imdget'limIts. Is thi,F1re5~rrhprogramnddressi'ngthe,right
prohlems and ullocating its. resourcesnpproprintel:y?

U.R EN\'tRONM:ENTAI..PROTECTION AG~N'c~,
OnteE OF' .GEXEnALCOuN'l:IEJ:,.

Wa8hington. D.C., JulV 8, 1977.

'--
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E:COLcrra.or.., INC.,
ENVI1l?N;1.q:~TAL, SPEClALIST,s,~

lJ~thpaQe. N.Y., July 7, 1:978,
~rT:~Fp.:"'X(,T~J. FJ.()()n.~~ ~." ... ,' .. .....'...., .... ... .... ,.
Dircelor of Environmental Enq/neel~nu,Division Of Sanitation and Waler Supply,

flrnarJment oj ·Pub'lic ll~(.lr~,$. },·as8auCountvI:.·.xcc~utit·cBuilding; JIincnlo,
N.Y.

P~B;'){R~Fi.()()J)::,,,·hh:r{)ter~iH~e,t.o'on.r,t"~nt:(ll!'rl1~~inncon~(>rnin~·B.r'~,A.·!ot
patent elause. I find It very ,dUllcult to Bllmmarlze the many years of ongoing
nej';ot!atlons into only two or three pages, but I will try.

Fundsmental prohlem: Every right granted. unde" the waiver that E.P.A. ,has
presellted. Is sustainable by us only ,upon our ablllty to demonstrate that we have
lIlfl<l~,!l)et~h~o~ogy u~a$QIl~'~ly:·.~'vllll~bleu .()r, U~y.alla~~eattenris.:r~~st>~la\)le
tl~d~r, ·$e :clrculllStan~a/'.; "~~p~6bl~'~:~,s :t~.~:t. ~~~"4. ~~s,n~t-wlsht() ,..d~~IrE!
pr~~;selY,:\Vll£lt··J;ea~nll~I,e""mell·n$;Tlli$,.le~v~,t¥~Il""lltterp~t1ltl~n ,()(, .r~~:s0J:l~
'ablene~s and onr l'Il(!1ts o~ti to' an eve,...ch.tiglng set or standards. which csn
be modified or slgn,i,ftcantly changed at any point III the tnture.

To test ~e vall~lfy of au" aB!!ertlon, OUe only need look at the record fo"
t:!I~!:i~:,nfg()tJJt~lo.n~;:·Iil th~:ri~Jilr. ~f ,:"r~~S()~:nh:~fl)~"~~.',',:'~n¢:'-B,.;~').~\•. J~.fl~.,a~k~ 1,lg.fr
set s'slde vs,lld and binding contracts; to sign a patent clause when we are not
even a ,participant to a grant. untlaterally changed' an understanding a~ter we

P.A,:nUCKJ". IA...~NOT'rA.
President

E'COuYt~PL,':J:~(J:'
E~V,I.,BAJ~.~ENT"L.'~~E,fIAI.;i&t"e~. ,.,

Bcthpouc. N.Y.• April 29., 1977.

,:'/';

'f

Re E.P.A. Grant R804~01.
'~I:~~~~"!:~A.tt~__·"ft()P"I?"': ,'", .',:, '",~
X,..,.o'u Oounty. 'Dcpo,rtmcilt ,of Public Work.,
Sanit~rio~.·l~q,t:r~$u.P'r;,,!,,'M{~eo-'-~,';iY.r."'<':-

D~AR fui"",:, Pnrsu';mt to our meeting of April 19. 1977. our phone call thl_
1l.ft~rllOOn,aI:l~·~~ith::'rgfE1J:f1pc~",to;'i~I:r;",'~ep:'~qc1:1~pe~:~:'I~)tt~rit~, e~nj:TI~~i()n.er,
Plock dated ~'ebruary 22, 1977. 1 would like to indicate that we at Ecolotrol will
rt'QiIt~ ~ddl~i.onllltitne, t()",coIi11)~ete-~:J;l.:~tld·equRt¢.respoI~~~:to,:t~'i~s?rr-e~llO,)1d'en('e.
As.y~u,',~~e [l\~~I\te., ,the, '··Offigi~'~"::r'~~PlJnse,'O~at. E.~.,~\. 'P rts.n,'(l,\v, c?nl~p:rii~#t,ied '.tn
'''''riUD~j&'quite' di:fi?~~e.l},t.,fr("IJJ' t~:et~nns, of-"an·a~r~enl{>nt.~f!,ach~(l.With:::~.r;A.
In~t ,"-Sept¢llih.e,~. ,ln, o~ r: ~':op.i J"l.i()tl,. )\~~.,p.och~nel\:' s'sorr,e~,p()I1:'~e nce:o',-J!!elJ~u~ r'1·•. g:!.
~l:9tT"nl?I)ewrs,Jo,~).e'"~"lllblglIo.tlSj'.]~£k;;s~cl,n~itY,'an.d ·?-,(ltl'r~fj~~lss~lf~'nl''r.er.hefor.~ .
.~~li'l)¢{l;.~Ve~ 'to.:'sat,the le:lst,,:t1,r~·.notonl¥'~u~p.~I'.~oo,~but--sh¥~:«Xl.:a-~ldi~a:;atute·ot
dislK>liet. ' ' " - ,

"~e':: ni~~\ :'Q~)"-iousJY.',J)l~nsed ,!,h:fl~'~ll~. tlri-;t,: Pft .~n!{trillh ,~f t hisl~t ter,Sf':lfN. .• t}lat­
-·~,~~,r~'S.\l.I'tnfl:turrie~()~.~'difirURSio~lK\':ith:i:~,'}~~J\A.• ithar.t~een COI1~h}{~~;.tllatt~~
waiver o~ the type requested. Is essentially justified·... How'ever. the Secol\d para­
~-rapJl()f;Jliis.:l~'tter.g~f:I em '--~~:r~u-es~~PI1~~ionr::(JI1'Ot1r,-,~'r~;'Yll~C'Jl'-:llre :n"ot
only·..·inc~,DS-'l;Jt~nl. w:~~, ()urJ:tr~li,~\1~'.~:~~~~ilt,:p:~t'a,pl:t,¥,r to;:b.f/Jn~on'l;MJ.ent.~i~'h
E.P.A..'s own regnlations. These concessions!f accepted, would serio'usly'jeo!Jardize
our company and ou" ablllty to commercialize this technology within' the United
Sta:t~~;.AIr.·1JocheJil~;li.:~~'~()riCf!Jfn:tl1al,F&cjlQ.trolJnllt)l~l)~~'1,1':"Jllt:rDOPO~Y_:'ll9;$i}i,~~t;'
Is difficult to understand. We are a,.maU business In competition witli smne of'the
natlon's largest finns (I.e. Union Carbide: :F.M.C.• Air Products, ~tc.) ; most of
wh-o"tn'hln~e il lre:t d)', r~ceiyetl ::~i~llitk:~ut'J';;~·"A; support ,.1 tis .~{)rt'h(~e'l'.ell'i-:61l$'
thntw~ ,muf;t.cart'fl~~b·stu<1~:tll~ prbllo~.t·(lJenns ,(".r"tldi-:.a~r(,{,lll{'l}L .,.'

·~il}(.'e ::E.P.~\.. afJer.eJ('vcll ··· nlo,~l~h~, hfl:s'rn i~f'(lue\\· :nnfl:.Rt1_1~t-lTntl\-,p.:i}::-:llr~'f0r tile
first.tltlie.':W~'~Us.t'P1W(}ently,~onduct.re~n~~h,as t~- their mean}ng~ndJ~pH~~.
tioIl~'AJso". s.in,cewe.~:rea. spl811' c5'mI'UIlY ,Rqd.n.-Il~mber, Of,OUf·ke:r ernplQ.rei>s,.""ll()
have been intimately involved In these negotiations will be out of the country
tor the next several weeks. it Is estlmatoo that we wll1 require at least 30 to 40
additional' days to develop an adequate response. Nevertheless, at this time we
do not believe that we can comply with the tenns of this agreement. I have also
enclol3~ f()r ·Y·Our infor1Jlatiou,.ahistory of· our .negotiatlons with ·E'.P.A. con~
cerning this Inlllte". '

I, hope this. meets •. yollr.r~uirement. ~t I can be of any .further assist:1.Tire.
plea-sed()hot.he,sittl~,~~()contilctme; -

Ver,y trUly yours,



Wi

, had been assured we had an agreement, and inveated substantial copo~6rate.funds·
on the basis of said assurance, refused to trant us paten,t right.:! 2<jual to those

, I<h'en a sJ. hlllion dollar tfnn fo~ fear that we would develOp a "monopoly pOBi-
:tiQ:q,~~~et¢~,'f?tc:,-: ;,' ,_,.', :-""',,,:". :' __, _"'_,,,',_:_,:-'" _"-:-',:
, .I'I'hlls. ~;.I'.A .• who has admltt,ed not havlnl< a utflfled patent· polley, ,\voqld'
, alik us to 'leave the ve,,' foundation of our business open to the whims aud 1m­
It_r~~~frn''~: of/"IlY: 'n,ll:r:nl'(' r" 01=,ttl,~,:, '-~~A,"~ A~J'~ dJ:~·i<l.ll1)lS~~\\·h;o,,~rl:Y,rrcet ,Jrntrt,li;rp,p::to
#tl1~-:,n()wi,:l:t.n_~}n" U~etnttlr~;,l()'4:et~rJl1hl~ :-~hat, '-~r~6?nab~~l?e,s~~' '~~~:~Jif- j.eI;tlO~
reasSurlilg, partiCUlarly In I1ght of the facf that'duiing the. entire course of these
u(>gdHati~'ns._J:.~)).l\;-b'tls'1}ot. iri.,'()'ur_f)ni'~rrm,::a,~te4-,"·r~~s()n.nNt~· Qr,'in,::~_{)'Ofl faith~"
..~\_ ora i'r,'VfL:ly~r ,is~sR¢ntinl _tp_: t~91()'tr,oV[i, P,:~ ..t~,~~<te:' ,'Eco19tr,ol:1~Jl'Rmn l1y:~I.~h
t~h'nol?gy "¢:Q,mp~ny.,Wbose ,tl1J~'li t~to,'exfst ,lind to,'caI1"Y 'OI1~t~'-J:)orIll~~ "c()rp?ra~e
ftln~tion-~ r~sts'm~imnriIYQq,l~~'J;"~,tl()~~,~o;W,':lll(l~t_~:Ilt(}?s,i,tI()IJ~'W~ ',' 'l.~~e:lt:l, ~:C9W7
petition with significantly larger finns, 'many 'of whom ha,<:e already:·'.r~reived

'f;i,l:mlfi~~ultlv larg'~r ". fiJ:'m~;, plan,:y,~,t'W~9'~',~tlY~',;a,lr,~~9r i~~iy~(} ,s~,;n~fi~,~~t:FJ:;'I~ .~.
il:-;~J~lnl:1C~.:Jr(),,~lmri~lii-tr i'1,J.1~p'A';r~'no,~Hi,1ri"y,~()n,rrl 'n/~t' ~Tll~e~l'~~:'"W~.-,~i~,iftsn.Jlt
"(\~~tl;~1),~~~ 'Hl,'.tlI~" !lHlrket ,pl~c~,h'l~'WOll,l-4',als(}':pr~e,~ud~:'_lJ~ ,fro-ni,,"()bt~inJntr~:'U.1:e ,
1l~(o,e~sn,r.Y8apH)il, t-lHtt,lfJ:,re,qulr~to-n~J·p'lernte,Jli~':aV:fl,Ha911.~~'Y',()f :'0tJrte;~h~Ol?gy.

·E.P.A:s positlou, Mr. nochpnek. in his letter to you dated February 10, }978,
8~~f{~~:"!',.';,,~,,. "ml;fd·,~J,lft,n,~e~"v'~l.l}lnJus,tl~nbJr:,:j~;t:v~ '-t~:e '~~ren!'-ll1en,t\Vlt,b'~o":~oIl"
f~~,l1r ·()~cr,~it~,~r::.~ii~Jjfact, ·H~V~ll~'~Rn •."(),r ::,'hnckt{1"oUn,~,.:p~teI1t5."", thIS,JS:.·.SO~fJ:~ten:~:
with the tenor of our own ne~otlatlons.It Is clearly E.P.A.'s po.ilion that It
W~~,t·1)~ye'.-~"'c~h.fr()I,~~,()t,,,r'~~,.·I>,3'~~,ri't,s•.:T() ,0V:~~;E.l';A .. ,thls,'·tY,~,9t'control,~?¥,ld'
pr91~nl\i,y',c~u~e'oi1~\-flFm t,()A~O'~ut~,~,b"uEli,p~s~,.::'.',·: ,'" .... , ', ..."',.' ",', .' ':" "", ':::.: ",'.,,:"

Ecolotrol is entill.ed to the waiver, :ltr: Roehenek, In his letter to Comnjl.sloner
l>l{}f'k'('ffl:tPd:' .. F~hr~l,~,ry '~,i.lnl7~ ':~t:jt{>:R~,I~A~:, Jl,'; rC~l~,1t?t "~V'lm,t.;,rou~: .dt'~ru_~siori~
withfo 'E;p~A~ 'it bo"s."heencone1-i:ided tbat. a,walvero't the type: r~quested:1s~ssen~
tially:Jli~fffif'(l,,:,~/', ,.', '.',":-"":'"",,.':':':',:,;,:" ' ' ,':" ,' .. ' :.',:':.

~('(11btrol'lla,R'nrt('d .'. f ~l.,gOf1~'.,f~:It~,~lt" l~,l:rl1,portn'nt.;,t.o, ~a.li2;e ...··th:nt.$~ ·ltn,~l
~•.eeeptf'~:•.-ll· '11~()mt ff(l t If',' n~r~!J1~,rrti~~shr,d:.,~J,et''Y,~~n-:::\fJ:"\' 1l<J:?h(>'~(',k.~lr<l' ,Ill,.~~t~.
~~ptembE'r.l?' •..:1,9:.(6.::un(l,proc~pd~,to~lYork"tlWle:r;th~ tt?\-lll,S,{)f, the ,~rn.nti.·()!lly
after ·we·hnd·r~~~vpd,nverbnl."l1sr-;l1~l,ih(·';fI"()~"g~P.A.'sp::t-tcnt coun,cp,'lhat the
l\'nh~eras ~grPed':wa,s~rante~·1}:n'£l, fQr,~,Rfiiipt, to::W0l:"ry~"

'W9, initiallyu('cept,{N:I' II. .r<>lfi'liycly ,ri~l\:~::c;Jnll~e:ll~'~(>rl,fljt'Ohr:r"'Rpe<tt,lor;tQ(t
(}o~mtY"·.a un· onrnssump'~i(}f1 .or",~;p~Al~:~O(}(l,~, f9:1tll. ·'Vh~~.th~ ...f1"r>,A~· l~l1,llateraHy
('hanged·· the, terms·of'('onditions:or'that·pat,e~tC1allse.,·:it:b~,~,Iil~.cJel1r tha;t'a
higher de/Zrep of~pedfi('ity ,,~onlcl ,he, r£'qufrfqin('Jrti~rtq pr()te('t,:th~' ,intere~t
of nnrconlpanyand our (>lTIploreps:frorn .ft1dhe~uni1ateralll.nti· a~bitrlrry actio,os.

B.P.A. has not acted responsibly,; Whati.s:perhtiJhc;mqst d.1~t,~rbinK,t.o:me, J.s
the 'fact. that '~.P;-A.has'triE'~t() huny('On~~sipn'sfr()IIl,ns.,\VhiFhwe,w~~ Il9t,
prepn red to'l!'n-ke. *rhey-ha~e ('onlJllet~lYdisr~,?~r,deq ·th~l'rown.reg1IIntioIlS.,9.s~~d
us to set'Rside TaHd amI bi J1dingcontzol,tcts, ha'r-e,t~k{'n a p<}siNQriU{ati-mplngefJ
upon,the ri~hts of the, County. nnd:hfl,~eever:t'goneso far ,as to requ1r'euato
si1$l n.pntentclnm;:e for a. step 19-rnnt;even. it.we· are .. I1'Ot·n~p:art-icip~nt t()t:be
l!I"aut. AS", far'as wec'au 1(>:-1ro, tllfsiR,not '~tnnQnrd operntingp'r(J('~dur£>.,Weknow:
~t. no one else who has been r~qulred toncceptsuch Irr~itr1trY1,carriclous;and
nTrotrnnt canqitinns~ .Thns, it.Js very dIfficult to·,assnme.thatthe E.P.A~.ha's been
wnrkiIl~ i,n u"~oodfllith;" . . ..' ." '

-l-;ef)lotrol IJll S ht'(>n.'('()nsJst.r~t:. J.n, our:1gHf\r;to ,~[r"nOfoJ1,~:~~kifat£>l1.~entpm­
her. 7, .1976. I' ~t:lt~{f;.f~••• ,}i1CllJltfesrequfre, that,,,:"ebe' ,SH9wfj(1 to"pr()t~t Qllr
In\"estment, and cnmmerci-al.nosl~ion..' ..... to ,doo.thprwi!=l~W"o~Ild:'Pe',uirrensOIlnlll~
n,nd· .,,~()t1ld .. ~f'{ll,lIreusnotto .eQn!ract. ,,"i.t1;l,~as~a~C'Ql1~ty,in ,thIS: !mportant
~ffo~t to ncr~leraf-E:'tlH".llv,aU(ihUitr otflllfql:l~d,~ed:t~('tt,t19l,01o/.f:'.gJnce we.'hnye
ov~ronemll]il;mdoll~rsfn""lf~t~.:In, thiS, :dp:v,eloPIl1,eI1~' ,~rrqrt.a:nd ,feelt118t E:P~A.
lin~,~nk~Tl"l"ir:tl1nngno rfRk.::w(-',:tWHt-Te, t:ttRt.· J:bel,r-,deslre'fQ~co,ntrol overo~r
bn-rk';ro,l.mo p'ntent~f~ n,ri)f#a"llta)lfl,gonfI~rn,t()y~" ,," ',:', •.' ...:,':

Reolotrol ns a monopoly, r think It Important to realize thnt we have Bpent
fl(')~to, R~,l"C'n'y~nr~: trylI1g':fo .fnterest the"go;vernm~m:t·ln'll~lpfng''to:ilcMl~rAte
fhp dp,"plnpmt>nt ot thp fluldlzPd bpd proees•. It haR .taken us In excs"" ot live
Yt:>~r9,.·nJon,p to 'f!et, fl"CI({d,~" ,t~hnl('al.~.vi"lJtl8J1911;:' ~t.·b8s'tR'k,eri'1l~ .an'll(1df,ttOIl'al
Yf'ar::to ... ~pf.lnp, t.lt,~ ~r,J1nt~o,'-"thntlt·~t1nl~,h{-"~rn-~fJ=;t(lnJ" dth,F:.P.,i\,'~,:o,~.n-hl1d~f_
R,1"y-:r~~trn,in~f:1.nnd.lthasno~ tlllt~J1f;1~~:erlll.ntl~,it.toll~:t~efl.~ ..·~tQ~gprIlgne~tl!lt
t,ion:~.,"Yit b ft,T1'"fY,E:'r~ III ('r~n.shl ¢~,'P\'"ey-~hat\~hlJ{ .d~fin-iti:onot' R,;P.~~. 'R .I"~'t1 fTl"uipn ts
:tf»",tr~Jln~d:(-'y:e1,0P'fl,:natentc:'l~~l:~.:",-", :,.-' ••.... ... ..". .. .,:, .. :

It i. also lntere.tlne to not... that E.P.A.'s atsted concern In refusing a fnlr
waiver, Is tbat Ecolotrol might develop a "monopoly polJltlon," and yet Mr.

T
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E::COLlYrtt:OI:.~,I-NC.;
ENVIRONME~'l'AL,. $PECIALISTS,

Bethpage, N.Y., June 8, 1977
lle E.P.A. Grant R 80!654-{/1.
·("onl.11lIssioner g;J.()}IN" PLOCl{,
?"aiJ8flUC01tl1ty 'Departmental Publio Wdr-k6,
:Mineola, N.r. '

DF.A~ :Gq,MM:IBSJON~>"PJ~OC:K~ WUh'!"efe,repce to ,our,.<cor.re$p()~'~e:rl~~:·',~o.,:vOlt
dated April 20. 1017 and Mr. Bochenek's'letter of February 22, 1977, we have
tried in !:ood faith to analyze the terms ,and conditions of the patent clanse at­
tat'lI~ ,!bereto,Jn" n:s"Jn\l~ll·,~~tai'LEi;l,tim,e\V;in·,alt{)\Y•. "V~;.a1;~., ot ..~{)~~~.eipr~~s~d
that H~sa :r~sult"of.nuin~rc:m~i4Is~ussl.o'na,'YithlU'~.~~A.•.'It 'bP.~1)~D, .90nclu,d~!I
t~~-t .t~ew~fl"¢l"o~t"btr tY,,~~eq~eRted Is, esse~tl~l1:r.jl,ls~l'fl~~.'~'pn~ortnt;lat:~lr,::."'.~
find the patent Clause attae!led thereto to, be inconsistent with that statement,
wLth the agreement we reaehed with KP.A.'s patent councllin September, 1976,
and With, stated·E;P.A. policy and objectives;, ,

The thing that strikes one Immediately when trying to evalna.te the terms and
"onditltms set forth in Mr. Bochenek's letter Is a lack of specUlcity lipan which
an adequate evalnatlon ean be made. Without a clear definition of tlieir terms'
:Jll.~~tl1ng:"Ii:tl'(lJl·:,'bet't~1".ll:n~t!J:Wlall,tilrlg~(E.l?7A,:."o~j~tlve.~~~~reJ:nti~t:.:,~tltt,e.·~,s*t~
gO,tl("ali.ttpftt,'~~e,~~llnjlt·~~~eF.~·t~"eterm·s· 'o.t·t~e. :pat~Ilt.('l~'Jis~ ~~:: ~~~~e~:~e9.
This Is particularly true hi light of our recent experience In negotiating' with

PATlUCK<". '-l~NO'I"I'A.
Pres/dent.
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Bochenek has categorically stated that ille terms that E.P.A. has granted to
l'nloti Carhide, a six bllUon dollar firm, 'for the development of a competitive
process, wonld not be made a,vallable to ns. This Is'st.ic!klng, In light of the fact,
that:E.l),.A,..·.h~~: .s'~tr:<l t:htlta{~et'mO[l.tha;(j~cqn~ld.~tll"ti~Il:o~r,:J!el1~~$#'fo,r· ':walv~~
I. "essentially, justified:' We beUeve' E.P.A.'s position clearly 'discriminates
,"gnlns~small liuslness. , '"

Co'm'jJ(>tltire requirement: Mr. Bochenek,ln his letter to you dated February 22,
the Federal Water' Pollutiou Control Act as amended are furtber reasons for
107S.' indlclltes that "the competitive requirement" of sectlon 204 (a) (6)' or
the"FNlernl.'Yn:te~,:.Po,l~u,ti9,n· ..c011t.rot,Act;'p,~;.':;nuferdel:1"ll·t~·,>t:~:rf:'~~'~'.,rf'ti~qn~' ,tor
E.P'A/~..'p()Hi.tio~,on·.thl!3'~ .Tilis·'1:8; ,Iio~" trtI'e,~, S~ct~o.ri ~P~" (a},{{l-l.':.l:~.ult~~f'at ~east
two .. l\ra l1d':'nIlm~~'-9r.. trrl,(l~,-nanH~g. ()f:eonipllr~ hl~(Imi~ity:::n. :I.t;::ls',~I~nr:'fro,rn,,;r()ur
letter to )Ir. Bocbenek dated October 17, 1077, that our Ikensee Dorr-6lher, a
i}}?j~r.' x~w •.X~·!k:'f?tfl~e'"Sto~k:E!,e9~n.ge 'G().J11psrnt..nri'(l:~{JiiliPmep(~.up~U~~<.M(·'
·:tlr~a<lY:· il1 ..dlr-e~:t'cOlllp'eHtion:~Ithq8. a'1d .. is.·ma,·klng". t:~:i~J~Y~,tem a 'faU~bl.e .1lridt?r '
tIre llaUle,O:xitr9tl~I';s~n:Jf,Dq,rr-:;~:HIYf:~~:~C1:e-n9~J~1·{'{~m~,et~iio~, tb¢ ¢'1nu~e,~pe'('ifl"
('a-:lIy':~llowsth~n,\":~ilnbi1jty:o:f;'f1'·or',eq~9-1-c~IJa,~lJltY;/.~,·'-'.,',,'.' .":." ..: ..:',: .."::,",; ':; ;:;

:s-()~. H;:;.%.·.;F,('{l('~,~r .tl~llrling' tor .f~l'n~~~nl~ un-i.t~",p~tJ~J®%_:gllnX~:,I)~~,e;;t~,c~rr~c_t
ni:l~:_d~fi~,~en(?I..N~Wlth.,'ri:~:~olot~ly·" n~',::ri3.tl?ntI)r~,·i~j:.or:<:-Alf~,?!I~:h.'Y~.J)t:v~r',:lj~w
~ns~:e~ ··thi-s wit!i,,~Jr:,.~och~,n.el~.,:01) .n,ec,~rill)e:r.27',:.·1977. ·Jr~..P~~s:.jdent,· $,i~e(l
,~'~nhli~J~:f\'~v .O;~2~J. Cl¢an ",rate"ri\:pt.~'meridlll~nt'fqr19T7 .. tJn(]~r ,sectiq;~' lf~:~;p,A~
will Jri,ve, ',,·ny. n~,p.rr~ip~J~,ty)vhic9.' tl~jd~.8.tOJltIlize·I'in,ilO~~a,tlv¢: tecbn-~~rigY~':,~ye~
nt a molti·million dollar installation. an adclitlonal 10,pereent In Federai' Con-"
:s~r,n.Ni,o~:Fl-a,t~t~:.F'.l.p~(lS:·'P1U~· f~<}'Q(~pcr('en~~- #\\~r~qtee' .oir:thQSQRtof cot~~~njf~r~t
d(';flc'Iell('r~.t-,"·i~lf:~h~~hl~e:ly,ntl,p::lr(>n:tclah~~,~,J;:lirnitnF(l·~.:~tJ.~.nrp1"o.tlt$~',','''', :,.-

In':li~llt,:():t:,:t'~l,~:se:faeis~ •...lt,:i~,.:),hsO\utelxab~ll'rd Hla~::tl1~::g'qy¢rnln('Pt .cfl.~, .. .mitln...
to in the position Ihat it should have "controi" over'our patents, on a ~lOO.{)llO

'-grant. .i~~~tHquInr1ttn ,ljg~tot' th~, fa<'t. tbntwe ',wer~:FIllItefl'.,~?':r,·ITl~~,iIllllm
.~i\~90 nr()fi~.'IWf(\r~>tllx~S, and on \Vhjch't\~e'.11aveact~mll.-y~(}~tD1011~Y;Jl0t.
iJl~l:l1'dln~the'ct?~t'o~, ~ripR '.' .to,'Vas~ibgton •.. 1~~nl ...fees".'~,t~:.nSfj?ctah~d.· wi.tbthe
de'felop~-el1to,t'this",pateIlt',cla-'n,e~.. ' ",:' .'.' .": .,'< .. --"',:",:',, .... ' ,,: ',"

C:on,('lll~!(IJl:,·Tt :i$,':our 'po;;;itton thn,t: ,E,P.A.'f;. ~.equiremfnt.;s.nr~.\t"ft~,o;l~t ,
in(-<rjr.:lrro::::1Hlt.di~rirnfn.,ate. again~t. f:Jl1~11 .. (·.Ornpal1~!:'s., .nllfl:i nrn:l1.~i~t('lltwith
fhe"j,nJ(·TI.tof· CongT.e~s., 'Th~,ha~ic and,fllnd!lmimtal prq~lfn1i-s,-.that }~;.1?A.has
n ()', pHte.ntpn~ icy it n<i :' 'f'll~.ref0l"<"; ,.its)nterp:ref:n~inri ~~:'l':e,:Cll)~~:'t:(J ,Jhe",hirR~'.~ nil,) ~l~
pre:-~if)n~ ()fgny nutnller·of iIl(litidu,lllsnn\\":':ln.dtn'tbe:;luJjtl:'gj·~~ee,;1nnot-jn.'~()oll
:fll,i.tb )e:opardizc- the ·'entir~in,"est.~nent in Q11-rc()mpnny to SUd1' l1: l"n.n<1.nm proeew
dlltl? 'H is.. tllctefore.. for fl1ese-.I:'<",lsoCms .that 'I must rpjt?ct the ,frrm!40fE,P.A.'S
~\":lj,~pr. Parfienl:uly: in Ii·el1t of :\fr, B:ndlPn.t?k;·~lntest"tflkeit or lertve it" option.

If I (>,In be of an'yfnrtber assistance, please do not he~;hlte, tQ contact .me',
Very truly 'your:;;,



PA'i1;liCx::,J. IANN.OTTA•.
Pre~de1lf.
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, E.P.A. ,In: S~plember of Inst yMr when an argreement _chell In' September.
'i~7:~''Ya,s'u'~i1nte~~llY_;',cbJl,tlg~dJI1'"F~bnia~Y~:1071:wft:bp~t~~:n~w~t~_,' .,:.- -",' _.' '._ .

~;J?:.l\. 's,"tequi teinent-_t~hg;~" ,,~R;,'il"~f}~4i,tion'::()~, UJ.I8 '_~J·~~t/~~I,~tF~,l,:';1Il,~s.t:,;-'8:~¢e,
;:"to:'r~m~gotl,~t~:ff:'~,ass~u,o,'P91lA~'Y.:,?r J_t-_tln!{)~t~l~e_"i~. e~~r-_t9,_flccept"s~lIi_~, "q~pre

Sll\p J, 2 or 3 !iranIs under die construction grants program, wilh' or' wltbout
, ];:<'Olotrol's' participation, Is to our mlnil dlscrlminstory and unreasonabl~. It""
8~ell:l¢pp~''Y~r,~a~_c,tmt'~(I,:i,t ,'\VoQld,__cestr{\t~QJ:"' U~fOT :s:i:n~()p_~:~~,~¢~l1Y,' :l~<.*-nt~v.e
to tinderlake the cost and risk required to' fully commerJ1allze thls'technology.
We would be put In the 'pO'lUtion or Incurring all the initIal rlsK,nnd thlfJj;haVclng
to' share the benefits ot our labors at governmental whim. "

Mr. Bochenek's ar/:ument that we will hecome a monopoly Is: patently absnrd.
~,~,fn',ofl~{!oTl~i~f.I"~,t!iat.t~ouEfands'of,E.P,~.·coDstruc,~i-()t:l,:.',:{~[lnt~:'J>t:oj~~t1f:Jlnd
the hUlle ,murtl-uatlonnl compauies, many of whom hn"e alrelidy received slgnifi-
calit 'E.P.A: support, with Whom we must comJ1"te.· "
~r.. Bochenek's "t~tenH,nt t1)~t E.P.A. would be pnt In t.be po~i,tfo",_of JlIlylnl!:

.1~l'mlq~El~~_· 'R:~!1l:lti~.~.·',_-t9- :__-~c:~lQtJ:~l'.v~aJ1J,'P~-:A_ .• ,~~D;£!tr,rtc~f!t{'"j~r!;l,'l1!~' ,:'pr(}.~,~m' ::i'~
ImPoI'"llile to e.atunte since he has n'e"er d,efined what "Significant R:oyn,!tles"
are. Thus far ou. only eXIWrlellce with ·.E,P.A.'s thinking are the'terms (}f th~
r~,$Pfit~h; gr~~r ~vrrellt1,;v .1_i.nd,pr'~.o'n~,ld~tl1t-iwl; 'lnrhl~:g'~~rI1t;E;,p,A. :.bas ,'reQl1fr~<1'­
'~~'.'~~.-,"·_~_~f~f1tf:·,U:'.~J:o-~Sc~,p.rofJ.f', bef~~etn:~~~';?:r,"?nlY, ,?,%;':~r~~n;t.-'·':~r;~· :~~ii" 'df)'.~lrlin~t
-tJ,.!i,w~~I, .tlL.t.l~~' ,hl.\;n~,'Iti:t8c~~. ~W~t:.IllJltpr~:::i\,ll)~~ie~ti C9rriph~~~.~:.£;'?-:~~.}m n(t~fr",t,JJ;:t:
~,~Jl~:;',qt>:~:f~')~!='Iet;!~~.,' ;9:~.~:i~;ns.!Y.•,~igh~r-rSk~ 'lleW.. tech-~()roS'!.:'_c,~~p,~:~:~¢~:' mus~,lI~ye
hf¢:h~~,:-Il,rofl.'t:$.::t~,Sl!:fV.i,y~'~l'I~:;~:~mv~_;,.-.-:._~,.",' ."";:: ,;' ". ",', :,"", ,-:;,'~,>:,,:,,;,:,';,:,';': ,);',' .. ', ".,-,:. :, .

.Ffi,~teA~,~~~,o,.~fj~,,'1n:'~flal\'".~;r~,,::1w:!.s~.~n::;~,'s:/~~ ..~~l~,t,wmlJcl: t.~f~~~~:::~~-~;:p~tgll:t
~In;,w;~····,:rfn~~o~int~:~,~R. -rlfe.,me;r~".~rtlJ1:tlng,.-(ff:-a; '-',Pllt~~~,~ .."'J7h~.4~~)1~n('~;:-91(a;,:;~t~:p',
l~: ..'.~· ...·~..:}t ·,~:t~~t.~·lttt::',nr,.~-it.~01Jt'. :EcC)l,otrors'p.tlr-rlclftnt~<>'n;:})~m'fp~tlon: 'Qt. 'tll~
i,p~l1strY.? "Fl!e,,"h't1n,d~e(1rhillto~' d~l-tfl.r$.i.n~nJllln]~,llie'~.r:jy',l1lIt.'~'jj~J~':~~:'Q~
ex~t~(l .. t()' ,~enegj)tinte'?"1Vl1J;lt.·winll,d .·t?n~,)10pe to .lle~q~pli.s!t? .TJ;ie.s¢,.flr~'::>~u
lm:inr{,,·~r{>d·a,!I(l,~'.lJ.,ve'!1,nt:~n ,~ddtesSe~:, in '?tfJ:":ElQc,h~l)~l(~ eor:rpsnol)d~J\£~.
Tller("fpt;e;,w-eml1stCf?nchl.~E!.t~nt:.~be'nnt.e1'lt c1ti1J~,e"a3" 'pre$enti?di;s'. iotfi1,ly::'an'd '
eomrlp.telY_,u.n.~;c:cep:tnhl~a~~tnnst'l>~ reJ,(>,c~f'~~ ". ..... ,... ', .', , '.' .

TTnf~r~l.lnnf~Jy.~e.'heliev~:no,9t~er, response;('Rn beapp~()p.ria,t~.
If you .hQuld have any questions Or If I can be ot any further assistsnce. piMa.

donoth~sltn-t~t()eontnctme"' . .
-Very ·truly ·.-yoUrs,

ih:$PO~,A~S'tO 'SESATOR IlAYII"SW'RITTEN QI!ESTIOX8'B,-t.WAI/I'tRil"s:Y~:IUT.!.:

Q'~:(,!Jti.()~.I;; 113870111'·compauY 'had noy experi(>nc~:wttii:;It0!~rpme'rt(~llPJ1~rtf"d'"
r{>~c;;e:yt(>~.nndde:\·eloprnent~if 'so .could yonhrh"'-th·!)Utnm:l'ri7~.r()Ui'. experf eI:u:e1
W0111d ~r()n.h(rinterest(,ll in 'more'im~ol,"ementi,n thgse.Jlresel1tPr-0~r;lms?

J\n.sn~P~. Ye~: we hft\·~ hN>uin,:roh"pd.wHh .~o,"er-:n:n1Pllt8upp()!t~'r~Pn~h,l:thd'
de-"elopmE'nt. }Inrl:in DIy tf;"~t,jrnon;Yi' ~'d('~('l'j heth(' prohle,rr:t~.",l1,t~:hf~('~·AmD:-l1h11 ~t~'
.np!"Re~ •.• .l\s nFlmtl.-UfnnOr:1UyC 111)~illt"R.~Whpse.goali~ t,o,.h~:tl:;~~'111Ifllct,urfl~,()f.h:igh
f~hnol~-}·pI;odncts (~~\'~rnl,ot W~Jc-J:1,nrp nf:'fW, ju:~tf?,J:l.t~~i:n.~",'th~~n.t~eH.,~~
w,01dd,TPry ,much nppr~d~t~:uny .~o,v~1:'Ylw~n t.sllPPtttt~, ~Q~e,:pf..,:9WiJ)r.~lil~t,~.,~~l\;""
a·~ prp5f?ntly ·hpj n~'int.r(}(l.)l~tnl"ehlld,nnvl!:overntn{-ntB,~p~rti':b~tl:i1~e;_9t~¥t:·:
~n('(·rn'O.\"er,Ol\~nep~hiPo,fPfltent~Rncl'.'pI"qDr.i(>t:aTy,ti~~ts'~" .. '.... ," .'. .: .",;:,~,

Qucstio,n Z. The HOII$e 'and .SffnnteSmaUnl1giJ1~~ ("'oIilIllJtt~.hl,l,T~"cpncln<JE'd
Uitt.ti,tig. in the' ..natiorynr ~tlt~r.~st to hnve Inor~'~,irl'all"hu,gln~s.inr~lv~~~rit"tn
~o)~~rn~.~llt.r~(>n~('l1.nmld~Y,f'IQPIPf'Qt;I)o. ·P~~I't~ihk'r,~~t.:t,P,~~.i.fJ,Jln;y~s~,hlnrY'
oJ, nc:'C()IJl.V~j,Rlllng;,f,b'ls goalns. ·.lqt;t,J;,u.~, t,bf? .... p~e;$e,ntJ)llteflt" P.Bli~I~:are ,~rr. ,e~~t?
What, do YOu; lhhlkfh:e (>f1'.~t.qr,<_PI1~~.3ge,or,t.hppni:l-:e)'s~ty .f(Q:d"~m~l-l·J3usiI1,es.~
l"~t~T1t.;.l~~:~l:r,es~rt,wiU'lie:on)-he~tr,aJl:ljuRine.ss.4;'O~I#ltnl:t~'1, ,':. ':' ..... ... .... .'.-'

~\1~f~~/,~r~:·r'lriv~e-e~Hll."tlle,f,I~1~se'~r9,':?~;~m!~ ,s'n~n:lJ"'J311sin~;CQQ,1D1~t~~'~Qrt'!
chJsi~ilS' ,tyga,fding-, ~n,n-01rn:l. itlte~.(>sl'a.:1!d"m')!1"8mnllb~~I'~,~s. Invoi'ft!'~,e~t:i~, .~O'\"~
erilrrieJit:,,~('~~n'h,n,~d,,(lrvel0pmpn:t ;:',11. .Jl~:1:1\11Ig~~,o,f ·':t"~,ent:·~~ud-l~.~:.:P:Y' ·.g~rernx:r\~~ t
*n~::il.llll~~try-::hnye.p<>lI1ted::tQ. 'tb,e, ..~re,,19us .9:rfl:m'atie:sll~;~~·of.,:~m,n-lt hru~vllt~,\~.p
hU~J-~~~~'jf1,t: l~e dE>yelClfll"i.lent nn~.,nj~rlce~.irl~' .t,~, tle~"',~rod·Qe.t,~, In'm!, ophl,!Q9." l~'~r~
f_~.·.""'~P,~.:"p.,r?IJability:t-~~~,ijl~O~a,~l;v~:'~'9~~l':bU$jn~,~';~illip~:~~:~,e· ..119 :~'rr~~.()lv¢Ipel)~

, jO,J!()ve,rn.mt>Jlt.)4~JJ-t.ln(l¢~· tlle;.J~r,~senr' 'P8teJiltpoJieit'S"~.Q1'!lllbll,$ln0R8'..~nl.Cl)n,.
tinne, ho",e\".('r. :.to .~k gQvernIile~t funding tor ldel\R' whlch show Ilttle hpTH>
t~,"· ~~:I);l~r¢:iZl;l!l9~¢e$3t.-~J:l:IJ~sayin'it· tlte'xqo;re' att.nl,c~;Ye:J~~tor ~~v.~·
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i.Ia~i medlnm·aUd large "Ize corporations operate gorerr.tnent contract [I~oflt
ll~,l?-~~r:t~,~~~,_\V~~t7:,soI~p'u__rposei~_t() g~tle~~te:a1?ro,lIt'()Il,;~O,'ernIrl~9,t r~~,r~,b~
\f_~Urrtq:gp~r,t(t~9_~;Ine~}a'llz~th~y:sfIIlPlY:, te~IK>m:l_:, to-tb~ qommeJi1?e_.-,;8,li~~.~~s
nnJI~::,~~l~,:,'-progr_~tn_,-~~nQ,~n,~~men.~::;'l~,PP_at(~nXpt_to -':~_btaitl._fMll'clitl:g_:an_~_: ino:

. ~re~~'~:_ Jj~_()_qls,i-':lJ~~q¢r,-:- tlr~ l.)res~n:t':g,ov~rnrnet1t:':pD"t_ent-__ poli.~ies'.,nnd, -iX~d_elY,: dfft:~'i:~ _­
ir'!it,'teg,l~l~trOl1s;lj:etn:~n- (Yfrer'~bt.A:g~nc'I~. it 'is'Q,9f.:u:ttrnetjye -tor$,oiaU ~b~siiI~'
h) t:lke i'ls best idelilf to tbe g-o"e~mnent. I believe ·BilI S.414, wlIl prov1de the
l)<}:t¢ll~ ,IJ~'o~,~,diPil't:~3;t-:,a,~~i:~,':ln~~J~(.~sn.~St·~,~'d'W~H,~-ellIlitel!:re891t.in better
F~,l;lll',~~sln~~ig?:v¢lJl,ni~nt"r;~~'l1ttons,'~lk:~4",g'~a.ter,,'~~~9l~~~i.l~,~.~:."·"",,', ,':.'' :':. :'.:, ','.:

-,C)tl~-9'ti(}"",:.~,;,,: ~'f'Jber~-~~eT~'.I(lI1)~11,*~e n:(ld~~,to ·tlk,~.h.il~ .',l"~~id'Ilg, t~~.1j~~~,·or
n.~y Jun(linJ;-'i~:~eJl~~Y: to ".sfat~,ll}\~r-iti n~<'~:by, Oil ,\Vu,a",:fe1t-tlI,fl:t,th~ ~lge~~3T,sltol1l,<'l
ha)t!,:ac~s~to,n-.. s_tn~lr"liuiii.ness: ljPcligroall_<l:-ri~ht~. n,u?}mve, th~ 'rp.I?ort~nitY.for
th(',rontr.~:~,~or·"tO',~.{l~l :f~r ,IX ,I-w:q:,i:p~ ': to ,',,' djsru,~s:thisp~c:~~igI1' -',~.0l~1:~' thts ,be, a
Ten~rinntil~. ,soll,it,Iq1f: :~():,:lbe pr'!?}Jlemo.f losill~--bacl\g~qui1d:,ri,gllts~~blch.', :Mr.'
Intillo~t:fl.~l1:nln~Q'~'::,:,., ,':' .,:, ,..'.', __ .,:' . ,:,;.- ':,'., ':':.' "',, ", ., ",-,'.":,:" <.-,,' '::,:

A'r1s~ve:r;,':,~,~~1:~~, ,'lnn~tn.K~,t-~·(Jlfe bi~l", r~Jtb.I".~ln,g ':b.!J:R~gr_onlld,:, ,ri¢hts',~q'~'~~""J1o~'
Mive the ·probl"fn. III my opinion. backg-round pat~ut. and proprietary data
('lparlr',h~~~}~,-tO,::9:'~,'~*nlill:,bU~i:tl(~:';8·'Yhich,hns·.,g~Il~rflt~.d.•..the"hl~a,~.:'·:&l,l~wiI1~l<
thfa.' hE-~~:"-pf'll' f1~t1,~in,g:Ji¢~fl~yor ptber hu:renucJ.'at to 11c;lju',q1c'a.,~~()\vp¢~~h:ip;~i~
"imply imacceptable.. . .

Que.lion· ~. A. :.\fr. Staat. pointNl out in ht. testimony earlier tod"'>, '!l(i~e

r~nHY.:i~:::I'l'O,'St1,ch::,+~Ii-IlJtna~,;· (}oy~~n:xngntp,ilt~~:t: ,wJJ.~y,. :bBt'..-s~ni.plY'-,2~ 'm,ttB,~~ij,t,
st~tllte~,::,nJ1:~:~',~e~,~1~:t:l6lJ~·',g(lYE!r:nihlt.t}le.lil;~ncies,:"flbollt':,:'W~m:>~J:tIu~:'.9:r,'p~:t~n~
r-iglj~~,; ···rr1't ,(':;\11 ,~~:\ll' ljll~ll"1E's,~e'~I,~\·111f.h.",d{)'110t ,~.q.'~~ Inr~(':· .shl:f-l'~:·.,pf:; Jmt'~ht .3;~:'
t{)rhr~~"~Pl?.rnJ~')#I~er,.,s()'m.~nr;f'.nkTII}lvx;;eo-Jltr.~Hlkt-~FY: ngt~nt ~Qli(,'if'~'?\< .,' . ,

J\nRwe'~":W',~:':~la.v~::,n,~t,,~enlt, 'Withal,l twellty (-20)' .• go.\:{'rtlJI1~nt;:n:f~·eIJclfl!:l~:,llut,
ha.,~e $br~~{l ~~!t~,tl1r('e~rfo.lir '. n~d },Hlve .fOlllld ,p(f~.btl~ist(.~;:.p()1J,<;:r,r~K,al'dlI1g
)}:lt~nbF'J:~~rer:,ylth·l\-~'~~·:Rtn:htR;.. i-t,.i~ .. itnpn~glQle ·.forsl1}'311 bus;ness"to 'deal.wtr~
th~~ pro~}lertl'"ef{~cdv.c~y'.1l:lld)lffit ... r~s1Jltm:l'ny smaUcorporath)nH~fnse:' to' dO'
hl1~~'I)e;B~:1'·it;h,th~:IW're~n:.!fi:fJ1t;_, ",,;' ":, .' , '
" Quc~nnn ,I)',Tt ,1Ia's.})fertm,I1IJlt~j'J:l,Pfl'tllf!t ·tilPl'c' ,is n.O:"s11'()r~~~~ of ~(mtraHol'8
wh? are willhigto-,fi:ec:ppt ,(1p"e,rnnrcnt.r('sNtrehnu<l' itcyelopmpnt . ('on trhcti:::. Is
n fl"nttmf:pol,icywh ieh .111:1 i,ntn'f,ns .1111t:',:l.-ny re~nlt jn~p:ltentn-l1.J.e' inve~tiOT1.()fth~
ngpncy's re~£':l rch .Rll011lcllre.Tf~ l1.il~NI.hy, t:h~ .J~nflin~;,::l'7(>raPy,lJkfYly ,t.~u'tt~,~{'t' tII~
most. innon~ti y{' ('n,n.tr~cf:?r? Hnw:",qJllc.I,th~: PRR"(lgeofJ,h~l'nh~E'rsi,ty 'llrifl'Sm~n
nngInp~sPnt~nt.rroc.Nlnrej;j ,4ct,nffNot, thpn, tfra('ti\·pn~!;,~,of'qo\~(>,rliment ,re­
SPfl rch nnd..clp¥(»IlPulllnt. contra7tRto the innovativp sm:ll1b1J~jnesR9Hln?

Anr-;\~·.E.'r; I h('lip¥p I ha'\"e nlrr-(ldy no.dr{'-!;~('(l.this' ,qiil?~n~n filmy t~sthnmlY.
Of ('Ollrf:(1:; th(1rei~ no ~hortn:ge ofcontrftrto.rs w11O:are, "yilUn~ to n('r€'Jl~.gO\·e,rn~

Ill!'nt~&J),cn~tl"fl('f's;'ThPY~:N:''''.Pt~ovprnmf'nt ~york,. that t1wydonotbf'lieYf '~n
or }>nrp,:llIOl~t-thiswor:knro~·idp.s.funds for .~nla-rlps,()vprh('tldn.nd ·pro:tHr't The
mo!i.ynti0ll,"s qniteqifff'~entfor!-\Ulnll ir_Ulovlltiv:e~JmRinf'~.Re,s, ·wb()'nrpnttpmpt~
iUI: to. df'.\"pl()PJ}Toprjptary .pI:'~du{'tR or Sf'rykes. on·.whirh .f.(lhlli1,rl.th~ir.,or~nl1i?..'r4
ti0J1s.TJ~i~ iSY'"l-t~ltfs sO,important for an inn()\"nti..,~,hnHinpssto. :!,Ptahl,.its
propriptnf! d~bts:.t11Plflr~Pfirmsnrenhle to protect tl~pi,rnr()Pr:iptnry'rights'
with thei:r t('nrn (}r,nttornp;V:'lnl1dg('J1E'~Rlknow-howinifpnUil~:«.it,h,diff'er~nt:
n~(>nci,~R.The'rnjy~rRlt! :lndRmnl1Rnsinp~~Pntcmt PI'(l~p(lurf>l'1 Act willd.1'6nitp;.
I.,. mflke'~o,"entmE'rt .rPRP~,r,('hnttrnrti'·e .h(>('nnsp· all f,JlP r.f~hf~ to ~fpn'tfn}lv.nJ';
t r:t~ti,"~,('i>I.llr.i:nl' d~,"~loprrlPI)t~ ""·()'ll~'~ rptr.."ined. 'nnd $rnrd1 h\l~illE'S~SI.Would.
t:hpn rP'tni~thE"moRte[i>('U\"eincentiYe there lR~tbe pr'ofltb(itenlln:l tt!'im the
sale'of pr6ductsandsenic~s.

~E8PON~EB 'rO,SENATOR, nor,E·~rWnITTF.:'ti'Q:rEsTIoN8. 'BY J\::"'L'rE'R.I);.'S:Y~rtc~

QflP..tlon 1. Tber~ ,. R .ehool-or belier that If the ..overllm~nt ,. hel;>!n.. to
fulld Hi~ .r~~~X'.fh..Jt :~h...,i:ld 'nt~:o fPtn inflwfmtf":nt ~l~hts.to inv,ent-lons ,resulting;
troDl:,tpl!l"rcs~~I'~~.:y.'t~:8J,n,.eYPt1,r:'(,~~U"II~so~,thl~?', .,...'., . ;,' ,.":

,An~~~t·· A~,:r··-inf1i'rM~";11::TIly::t~~f:I1110n'y•. hl.'~~pn ti,onJ:t, aTfo '~1l:fl~ht' Inilb~,hl~:n:lSl
or,,~~,!.n,~~mp~·,.ot.:~]lle ·ftn~.· :n.ot" :hy: ,thfl'.'g,o~prrim~nt'o.r l~:rg'~,In clmttrY.::'~'fi1Ji
Inqiyf51:11a:l-,' 'or-Ritl'1l11,hmd'lP~~ lSlnO~IlUow,~t() nro~t fr0trlhJs ,tnlp~t.. .InV:f>~iiD1f':n~.
ftn~~~tr~·.· err~:~t,ttfel1' :,I~.ilOy.a __V'\·~ ,~(w~l,~lrOl('nt~, .IJ.Jee.' ng~,' lik;('ly 'to,rpslln"",: tIle
'J!:~VPfl)m~J~,t'..d,~~ ',D:O,t ,tnnfll~J n~t-ll ..r~:" prodllQt!lirndlP.(>rl?r()r~:.t hf>l"e· •. ,I~,,~__o: ::~~:t~,.n
f9.~:I,tf()-':O~Jl.:,~b:-~'ft~,¢~(·~Pt,.a~.·~r.at~t-f'~n",l-A":~iI~~t •.~th~~· •.. ~,orerIlJil{>~t~.'·.'rn.~'I:()Y~
em'1l1~.nt':~~!Je~tJy o"'nssot:nP .30;()()(j patents will.elI'are ~(),t~l),efltln~','.t~e__ .t~;:y:
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~RE~.A'\En",S~:~1"F..l,[.EX:T:()F."~~,y.~gRD,, .•.~Y~:I:~TA
GOVER.:'il[EXT.;.INNOl'ATIVt:S~MAr;LnUSINESS'PATENII:' N,Y;YCY

·~hcr¢:::·i~ .. :iri·,.n'~~Pfl.t"::n:~:':::t():·,:~~stnr~,·:in('~ilfi\.PR f~r· ..ln,n9.vnJ[I.e:":';~~;nll.·r,Jl~J.tI'('~'~
to,. tn,.',~·.··T~s~,~,()~,·n,e,w::,t~dJnoJo~':(l(>!~I()r.n~~~l!t,,~nd fQr" (}Q\'prp'rnf:l,t" ,tlrydl~,dll,:~t.ry
ttl r~r.!l1:,~otf? of npttf't'n~.~~~i(J)n::~~y('-lophJ~n~\Vt.r,('lin?1t)~i(>81t:~t~.nreto'{;;~~C('~{l(l
In..'Im~tovft1~..?ll r fltn,fTI',h~lJl~ 'ee:f)t1'0trl~ ".r~:nill,J:,'--, p~o.(l~l~tJ\' it~. :1J·.n~l:Jffk·h .lirfllJtjon" In
Jltp.;ttr~:~~·.of:.~rlRi~~:~I,1.dJ'~stli:e: t hr~:l'1:t 0'('.Ho,y.lt'>t· -prcP'1ll ~tl~nc~. fn-spnc~l~~tlo1.0'fY'"
0w>qo'Ve~il~n~nt .. :W~$'·',li~l¢,.to ·.. ~Qb.il~~'~ur. hlgh".techiJQl()~~,:~ectll:r; .. ~~(1- '~~~rJle'f'd'
to (~O ihl~ng-nln. ,. . ,

In,nQvntrve tp.chnolo¢y hnR helped onr Xntlon I't'nernte some 30 million new
joh•. l;;"Wrt. ot hlJ:h-teehnology trOlluctR have ,lncreaaed more tban tonr time.
fro~::tljp:f">nrl:y.. sly'tJ~!{;t~.t:~e~'~·t'I,Y' Re\"t>.nt.f~s .(n.~f'.' l) • HowPYl'r,. .wenr~f:tRt
l.\sln,,::ollr. "'or~,rl .It>~(l¢tshiIt':JWf{h:ion·'ln'~,-ntlo\·ftt.t~rl· {~pl"~,) •.nuri, one dTn'lll~tic
HiltRt,f:tNon.. or· llJJEF:~f~~t. "~,s::.el"ltIel"1,r:~·',~y· .. (l~1r.'·Jlf> rt:()~m ~ce,In ..th e.·.·. po t fOnt- fiplc1.
Th,eJK'rc(>tl f'flg-e of ''p~J(\nt~,.~,rnntErrl, to, rrriJf!,(l~t-iiJe!=i: .J:'~,(.I15Ien ta, dp('l fry,ed-21pprcpnt
hf'f-wf'eli·1971·.n rJ d, .. ]0Y6..·,':pntents·~rnl1.tf'd·.to: f()r~~'1??::';r,('os:ldeJ1't.!J·~r('\V :·h:y:l.fj' percent
nu:d, hecnrile., Wr-1X"r('e~t .o.l•.oJlUn iJ('d~{Cttes pntentR'·~lln.tf'd in: HFfl,.'

~r~('rnl' eli lT~rent ~hnllE>S,:h~".~}der::f:i,ry~d :tbestron~ leverage ,of h ~~ht:N"~liolt)gy
nnll· the role, or ·Rmnll,lnnQr~tl\"e,V'ustn~~:~e~.:ln,.cr~ntln~:jorIR• .fIJ:Iprovlngprdrtnt­
tivlty, Increasing exports ~:-,d In' reducing Inllntlon (Rets. 3, 4, n. 6). Applipd
TP!-:('1rch'if; mpstl"ltnl tel t(,:(,~Holti;:::ifnl.'ir.~~)y~..tJon,!-' )llld;iS: th(\ .m~,~tfrPq:ll~lltlY
dtNl .~01Jr('e .of, n~U"t~hnolo.L.':vlendirrg':.'tom1ijo1",:.t.nnovntion~. Bnsle,:reS()a.rrh
isC'ited second ill fre-qlle,flCr,ns>,ll s~lJrce'fo~,hl:Il.6\""·ntlon(Ref. 1-),

On, the :,lmsis_of.n·.,RaIlJfl.1C', Qf·mnjor Inno,"nfjorl~ Intrf>dl1('M thth(".mor.kf't
het\\"{'en1953nn<119'73. Bm:lUbH~i!1~~~we-re ~f)U~~ toprodu~en hQut24 -tiDl~~
8:-; many InIlOYation~Jl(>rR,~.t\:"n~doll11ras.ln~~e-flrII)s;The total nn~her\,r
Inno~':rtl(ln~.. prod,need. hy s~al1'.1inn!lf'waiot1:re-a'tp,r than forl~'rg-e-,·,tlrm~.,whUp
the totnl R. &. D. eXI",n.e per Rclentlst/enJ:!neer Wns npproxlmnlely hnlt lhat
ort'h~.ln~pr firms ,(Ref. 7:.) •• -Tn.,~He {it this 'fffipril',ss,ive output•. 'Rm:lHnrm~
r('('Oi\·eol'l.'t';llh·Jl('or('e:nt(),rt~e tot~lR:,~&n. fnnd!-l~ Tht>re li-t nn· n.r~en'tnf>M .frr-,
mlJ('h ,::rpnter .pnrtlC;ipationb1: smnll·lnn()va:th:e·l1us~ne-s!'i(l'sInF~derfd,n:;&,D~

it the', GorernrrJpn,t IsJo Mitn1llnte:nnd s:unpOlt .new t~hn()loJrY d()\"elnpnu,:nt::z.
To nehipye. this,.ft wlll ... ·~· n'I~~('e~n.J"y·to .. sol\'e !-::~l"era·l· attitudinal RlldpoHcy
prohlelJ:18 ..~·ldch 'stlfl~. G-Qver~n}(·lJt~l~tJustrs.~o:o~rn tiQll.

Inno\·;ttI(),l is. n~mpIJ~~~'~)l,i.ndtvfdllaJ~~..·not ,hYJ"I"()v:.pr:nmpnt~o1"Jndl~M~IP~.
nOWe\'~ri,tl:H'~e-indl"fduMs '~ltg~"he.:'nro~rl.:vinl)HYtlte:d.nnd·~():l1lre,,'ad(-'(Jun,tp­
Rl1pport from·gol"e;rnment 8,ncl;t0l",Jn(ln,try•. ~f()st .. ():tpn'·.lb~lnee.Yltl,·e .. fnr. ho.th
indl\"fdu:-t,l~ "itS. well'n,sh\l~lll~~s:honr-;:~own to,flll.Qn~l:8:l1"f'w"rd~ .. and :whf>nthi~
i~r('~(}~('d;.,their 'IIlno~~atfl'e:·p,r.oductl~VY.de<'~Ip{'s. ,It'~(m-ld nnPe'll.r thn tn10~t
G(l:"~~Tntn(-'nt'?fJJ('i.~l~.~()ppt',nn.n~~1t!~tbe·1~poFtn'p,~,ot·th~:Jlrr;flttlJ0tlr~'in,th,p
t:(-'¢hrt010l:Y,InIl0,"'0tlqn prQC(>.sR. 'flt~ te.,·Js 21: g~tl{-':ra1 :,Il(>.~fet'Qn" t~~P.f.:ft~~ GovPr!I"
rhpn,t .•.f)'mC'fnT~ Jlt3,t.'Yl:tr.r~:*': ~edt:'t1l1:,qollnt'I~:,"IlC.nt .tb~re ,:m~~~t.l~. F. :,dflrn1..iJ;wll~.r':
;'hlJl,.:~r .th()~snHJ:m~,.pr<:>du.c~"',J:11~~,';on~htto'b~:::1l ml1ch~;der\'~(>~;'i-n~:lllr:l
Fei:f~~l,.tll~d,~.r.a,nb~:ll~~' t,o'~U:rI1~lftt~ lnnq\"Il-t1on. nn.~(n\'neJ;'shti>otlh,e.~sO:ll·
fn~:,'9,lltPl1t,:,!~uT~·.r~Ill'~ln,'W:ft-]}.: tl):~ J'l1DO\,st1ve .eonN'rn."~h,6 'woJl1.d,:~:,(r~t(J- ­
exploit the development to the ~Uest.'In thIs way the "u\>lIc wonld henefit trom
joll'~; ,ttl);:f,~.'~t~.. .'~~"n,on('tlfonE;>ft t!-1 J:r-oni thf'!'.2R,'()O{)' rod "!'OtJ~l t"~ '~n,~:'"~rn m,r,ntQn.t~T!t~
whleh nre I'rPRrntly Federally owned a. a result ot Federal!)' tnnded researc!>
nlif]·d~Y<".~J}ru~nt~ '. '.

___c---

i>ar.~ 'In. an,' wily. nttl '!'i;' 414 will provide the proper In<,~ntlve. for Innovato,"
t1,..~~t;)1?r~~m:rtiprd~lr~.~:tll)~:· ,or,.,'t'~~.ftl~,ens. 8.nd i.f' Buccesstul;, the nat-hmwlU
re:tJll:1l'~6eJ)ffit~ln.t~l'~.e~~:e~r?rf:s'~~4-,jOb~.. ,-, ::', ..,;:" ",0:". ,." ',',:'

QIIM/i'm Z. IIow do 'YOIl 'feel 011 the nJleA"d chnr~e thnt the ItrnntlnJ: ot n·
cJ.tlF~i\,:(l,r~~.lltfJ't.}r.ei~(lntfJ.dn,I1.~e'r~ofC:0In:pft:~ymorii:JPQl-i.zing,techn910g)l'nnd reap.
,lnJ: sUhstanpal'pro'ntR? , " ,

An~W~r;,'-ti:Jf:J Jlhtsee ·n:~y::~nl1~(\r:R .(~r rQ.tnPti'Il.Y ,m()!1Ppoll~ln~. tecbn()h),~.llrld
r¢ll'pin~: ~~lll~t:mti'nl:::proftts~ '011 ,:~h~,~ont~R~.f:mrt ll',l~u,~tIW$S~~ryen ,~,jth, lJ1J~"prp,;
t¢NI<ip'"t>r,,::J.,pnt(':nt~'~,n(lJt ,(l;fJ1'~,nlt· t'().:colllpele\Yith:.ln.,t~e 'l)1Jsi:n~t~:~e~f hpc;au~. or
lImli'li rapltnl with which to proterf their poRltlon. Exrlu.lve rIAM. with /(ov'ern­
m~J1t,t>r()feetlon::.nrHffl~Jppor:t~,:,tnlzht·re~ult•.~~"the ,dp,~(>lo:pm.ent.o(p~w lh~,I~Rtr-I~!t
Fm~l~ ,as, ftle' '·('()rJ1Pl ..t:f':I7"~,I~I.l~~n_~~r., ~J({ In· tbe-past" nnd"go~'ernm~nt'WQuld·then
b<-nefit from lncrensed wxes~Ddjohs.

;·~ii',;4:
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, i-oi'th~ purMs~j, lit i>tJietl<'lD~ RIi&D on th~ 8;'li!~t cit tlUi, ~dntiil~t. 'l'h"l}ovo

erriDleilt ~aD 'e<"D' require the cODtractor to I1cen.se blicllground, ptileD18 to oth......
~'t1hJ(>et--tn~~~,~l:()il;l~<that,:J~.,i~-V~'lljlo~8c,o!l~fl~¢<l,uIl~e~::;~l!~:"f<>,I1,':~:ra:~~'~: fl;:~e,~'~~~~_

," 16'" _lJl'~(1'of~r~~6rl~.':'i'l~~:,':~'D~~Ctt)[-.,~~l_v~' 1l,,'~Y~~Y~,., D{)'~~~~]Hs,l-y~ ,,11.~'~~~
~,I,ld":t hp OO\'t;~h[nen~,}fJ.·'-tr,~ ,t~_,,Jp·~:~t, _l:~,ce~_s~s::,to '" o~::h¢r:s~:: ~ht8::"p()lr~y :,~~~6Y-eJi'
·t4~:wnjpr -f.nc~~tly'~, for ,l.Il·~·91vei:tJ~ll~t,~t_:a.~ll~ufa~_~~lte,J:'.,(1lJ:i~:an,Il,~J?.c°:Ql~
l",ily}-'U1at In return for' his it:<eslmeDt. be could !,rofit trom a" proprle18rY
vri§jtl?pJ_IJJlj_l!~llhj~t,p~,t~e:.ctJ:~Jra%'",,.,',:','-"::,:.,:, -_,::, ',';--;,::.- C'" .:,""". _,',:,:,'

'~h~"e91l:~~~t:'te,~'J.",~:!SQ.~"l?lnt.'~-igh.t~,:In', :t'7P;l)J,~~T9~Ja·,~()_"JJl(tq()1"€':~!U~~t •.':
IDi'ludlllg certain limltpd rights to proprlelnry data, For ~xample, the Govern­
Il,eDt can require 'confidentlal dillelosure of 'proprleta'rY data to Itself and to
otiler patU"s, whleh may include competlng' eompanles, There Is addltlonal
c()ncE'rh,:,dlJe','to :thff':F~1.ortr";()rIJlf9rtn~(H)P;'A~t~ ;~.s',1r'~~ohi:,Qt '(Q(orftla~9*:tnay
tnke, Pl'e~~<i~ll~' ?,\:eI" "n:.nY ..~ntt;ilCtw11 ,," ~{l:~an;t~.:.~t:~on,~,d~rit-t(l,H~Y,,'·,tl ~~, .'fjl();~P
ba<e been Ins18IAces of Government agencies beIng forced to disclose ~oDfideutial
data, ' ' ,

TUen,e,t']"esnlt'('jt, the.,11911cy~s th~t.Qne~,'a.rl,()t1J~bvise:lli't~r¢sted'col~'-<f?'I'ri
~ndsthe.",·'fine,priptU ,1ntiH~CJ~vernm~nt'$:C9Atrllf,t~,:ttley,,t),',~ ./tllt,·t()(>of,,:en',no
lo~:J:;€!r,iht-er~,s~~ 1.!"F .,n.I1t;;,'PP;J',ti~jpatton.;, ,It :UH'!:?QV~Fhrn(':9t~:,<re'~JlY·\~~j~jw.R :tn
neble,'e a larger ID<oh'emeilt hy lndustry ID 1l;J ~D&D programs, why should
i'~" l)lil~':' ~ue,h',.:n.l)\lrtI~Il:,(}.n,',olll~in~n~~.~p:e-r~th~,p"?,,,"'9~:,rnJl~,t,·~~;?*,'t~.i,a:t')n
:n10St,.~II~~~.a,. ,(',omp~nY.::'Jlot.o~Jte,r\Vls(r1~,\·i)lV~dl~< 'Feder~l"<I~~l?< n:~~~~f{ .t? be
eonvill<,,~.. ~p~t .it.(!~'jl·'perh:~tlt.through .. In,,oJve~lent,j[rf\', ,9d~~.rn:~.~n:t',(;f)n,tr~ct •. ­
'J.'h¢ 'Il1Jste,ri('R,,?r".(~6V("rpin'~n,t.<;()J1trnct'i,JJ~· nn~'J:~'¢: .~[ld~rlylf}g,t~q:r'p'f".G()Verl1~'­
nW,l1tit),,91Y~:t:tletl~.~,r~:' ~n(),lt J..1l),:of'1~'~~\?fJ 1""" .'l'11(!"p,riJI1~'ty:' (profit,)'l,n~Dtlve .' .~Qr
·fnd~l~ttYJ.:n.':~lYPtpen:t.sh?1!14':Q'()th~:,:eOPlPJ:'?~:f'S~~,:~,s::,,·e'.t ,.", '. :,'. ,':."":"':" ..•... ',.:,

An:,ex~IllPl~"'o(', t~e ,__riq,v:er:~: ~~(>C-t~ o,t"G?t~rnnr~~t"pat\int: '~.1l~y .is::()1,lro~'n
eX}~rlpt;lC~:'YJr~.:n:n:.lt:mq,\.'atir~~l1erg,Y-~'qvl,~~-~Q~~.ep't.~ ':'" . >:~":""""":;"":'" '. '.. ,.: ":>... '.... ".':

In t ~.le~U,rn tul.:"-r.., ()1:19.76., .~ve '. 'co~('ei y~..d:'9-n,.1d.ea· •• ~?~: ft.. hen t~ll~t.ll,a:te~ .... r,?,~t~~~toI~l
hentpulllP, Ap~l:ysl~:'ll1dleatNltl}ftt the con~i)t'~··Qtll.d'}nlpt-l)'ye,llqth"J1I,('":l~pnt,;
ing .. 8'o<1,·cO?lItll.r :,(':fflci¢n~y ::ot·. Il',hO.lll,e. s.uI)~ttln~.iallY :..·~n~' .•.U~At ..Jt,-·,Q.trer~<l .. th.e
potfntt~lt~ .··.I)rovlde',·Ule '~.rst .. Jlr-:y:tiC~ll .and ". t1lte.r~~Mive' .. np~r()ncA,.:t<>· .. llfl!U€'
h('oU n~, .. th~t .·,'W.n~. 'both.energy .RaYiil1?:,,',and'cO"g~,pffect:iy,e•.T1~;~:,,('on~.e.nt·.'fo/lulrf'd
rt?dll~thjn.t0ll.rn<,ti~e .and· n~ '-great· dffiLpf"'re'se:tl reh: :a'll'4_,·'d,e\;:~1~proen.t'1~~or~i t
wonJd .1Je:.r('.~dY'JoI"nUlrket~nml Inde-ed,beofore, i-t,q- 'fe,flslhiHty.• eotl~d "pe"Ilrorpd~

".I:'h~ most ,rt>ndilYPoJuUa1llennd npproprjat{lf;On;C~,o~~I)mQ,p~y'w<'Q'ld,h,ftl'e
be~n ,frflru.·the DeIulrtmt"nt'of .EnE'rl{y.IIoweyer',.J~.ecatls,e .. ()f' OlJr":c~J1'('(~~n o-r(>.~ t'h.,~
·~(\s,~ otp~o'prietnry. rll!hts~we made the.·d~1~iQn'.llot,:'t~·{lPI>~.o_a:eh'91e:.C;ov{'.rn­
l)}ent-~ .. Instead -"Wf"hR\·e pursu~ r~.mt~th,sl '1ter',coJlrse;()f··::l1c.tion:-,,11~ing,Qur'
OWl) l.mited '_int~tri~lll&'p·. funds,' wehuilt·a, sio~ple "proof-fJf-:prIn<!i[JJ~"mo4el,
al1d ,thNIIn..1977 we npplied f?r a ,vnten~. Althrugn:, the Mte~t,recently iSSued.
this,Ilro)e<·t is (',Rs~ntianY<l()rQu\ntdue.to laclcQtflJ,nqs.

lInd\\'et'JJOseIlt~e nlterollti\"e path a~d 11,tIU.z~G(lv~'t"n,In(>Jl'tnl~n'ftihd:~
fQ·· t:let(;'lop,n}~:i,('Ol:l{~ept"",·e. w01lld ·~O-clOl~bt .1)e-',nlllch .. Jt~rtlter ·..·fll()ng~ .}!'"tom, a
hU!'iim"ss stnndpoint,.bo\Ve"er"we. woul(j .beju~t.·nSb.1d'~r ttpotwo'r,se off.
Rin~~_w~ WOnld'D?thn,ve i-nn~5tt'~"a slgnifi('aritamountof lIloll('ya~ eOlllpare'd
to G«)vernmentlt&Dfunding', there wQU1(1.1'elittlet'~an('e~,tba,t lYe .\,"Olll,d
ha,ve .bN'o .Ht':rrnitlPlI .to retainproprletnrl ,·,~iglrtH.. ~.m:l.~~,a J)rnctlcU'lltlPttet, '
th£' Nntlon \"O~ld ft1renoll(>tte~. 'Riil'C£' there would be"n 10w erubnhilit'y {)t
obtninln~ the n~ess.nry.·private ,1ny{"st~ent.toco~nl€~r~laUZe·'t~.e.produ(>t.~
can.!':p. of, the Inel\:'. ot:prollrletnry ·rlght$. or t.-9f~~lrin~.tli,nt\V()tJI~.··~.. nlt:1(>h~(t

r~I~ .. lRnn I.dpn~,~xn~pleot ·tln~ "no.\\~i:nuPflSi.,tiqnt~tl,tl1Bm~.ne!1tnnan.y.. tlndA
it:-;.elf. 111. withrpg~rd t.Q;.,fin[},n('l,ng IUD()v8tlve.'llr()(l~ct_-~eveloPIllent;;"1?h fo('t)Dl.-pany
('~.n,rU)tnff(]rd.to !lon,nee, th,,~·ploPrIlent lnt('rn~-l~rj· nQ.~(lu~ it' "4~ut~:It,lO' 8ccept

.9n'·fl'rn~t~,t .. n$slRtan~~ •..Until t~e· (;overn,~en:t. rpcogIli2;es tfiis .. ~it~ntl()n., tt '
wJll(,olll~nu~. to tlnanoe ·d~r.eloJlmenJs,Whlcta' ... are,· nevpr ,:('QlP'ln.et¢htltz~ .. v;bil:~
th"': coneppts. tbatllfe ..-to.o gtJod to··give· aWlly"taj1.lo, gc-t_deYel()ped'b~~us~ot
lark of support.

",';", ,.,,' .":, ....'".~,~).[E~DA.r~.~8.,.. "
Th~.~p,~,~rnm,e,Ilt-~h~Uld,:U~~r,flU;z~lt~'·~·t~Tl.~'j10JI£;r·..8qt~at,~n'~.ttlc;tpt8., c~n

fCt~,fn:, .. rI$:h~8 ..~Q: ~ubject· ,.8~. :\V.~_~1',n8 ·'l;>ngligr()uIl,~ ..tn\'eTl~f9nR~l$· •.'lm~~,'8:s:th~Y
t~ k~,n,("tlont~ :prolectut1d',l111f)l,elllent t pes.p.inv~tlons.,'T'lie, Goyetn:lit.ent. ;~hQuld
.ec>.~.q.nve t() ~}lirr,thll.t,t,~~.()wtlel"',otth~',r1~,h'ts to:ln'Yt"I1UQOs ,pfomt>.t,p,sorilo.
w{'r('i:i,UZ(itl.0;9 or .eJsepennltothersl(). do :,sO.However~t;hl~SllQ'ilh:l'be:'PfQ,yid~d

~
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11r: WALTER S.VNIUTA,
.j»~e.~:~~e1)t,~,'·~4,1:y#'n~d:#'echa.ni~~lTedlinf!i~g1J."lric,',
;;;V(,J.~lg~,~:,¥tf"~"",,' ':::":<"'" ,'_., ".:C'::.,.'." :,',',",,'i.' ,... .".i":,>.-·

V';;'" ilJL SVNIllTA: I am wrlthl~ In support of tbe blll Senator. Dt>le and Bayn
'ha~o Introduel'd tt> ";;lablISb·a goverhmel1t,wlde patent I>Qlley, .
. 'For nIRny yes:rs·Cbildt~n'. Hospllal did not'bav~ an InaUtulionalpatentpoJley,
Hp"·~'~¢:~I:'a~;,,~~'lncre:l.RPd'Qurr~ea:r~b':llcf:i:Yiti~,~"th~'lI'o.~pltlll·s.-:n~..d.:o~W*u;s:t~~~i
determhied tbilt ille establlsbment <>t a patent'polley was In the beat Interests of
the histltOtlon; Our reasons for 'Ie~elol'fng a patent volley ","re baaed u(lOn tbe
f~~:~,'_Jp~~:lt:W~,s,p:~pnrenttlLa t 'rhe 11~;-;:IJit-nl,".t!l~QlI.~~",Jtsl~$~a~<;9,:~('tiviti.~.-t\":~s<
'<l~,:.el.Q~hlg'"t~hnql,9~f... tllat :could·','n?t.Oe:E'tJ.slly·.·· ~,ra:I:1srerr~'d,-t() ..•the::priv1l,~,e:s:e~tor
wit-h~U_~'.~o,ni(o:.gu,id~~H~e~.n!it() bowtlli~.,\ ....as. to 1..e.dJ)nt'~'FrJrt.h~r?1.()r~,-t6e __f(>~ertll
l:f)f~ri1[J),en..t.iJ,~l(eln~().~~a-~~ .. us.oto... ·~."'velol)'·a t{'('h,no~'Ogy'transrer, pro~_~si~',~nd'
tll¢",¢s~~,~l~$titne~t .JJ,t.4J)sl't-e~f'p()l-icy .• ~~ sm!~ initi:;ll'rt>sponse. "More;importtl~~lr
w~.f~el;-,as.d,():plan! Jl'g~l·l~l~'.fit. the. f.t">dl·ral 'K9Y,~.,rl)I:I.l~J)JI: U~a ~ :th~'l>rJ vilY~ ,'Seet()t
eanl)}a,!a., wo:re;,~t~nfft~aIltroie·,iIl.tbfJS.UP~rto.f' }j~t>i(}r{'se,~F~li; irJupiv,~rs:itips .
nnd:,~(j$P:ltaJs.....Co~~u'~ntls •... lYehave .·~c;t1vely:encouragedcolhlboratll·e.·r~ear{'h
llr:n;e~llnli;;wH,hhl~,ln~.t~y.::,_ ';.:.'. '. , '. .'" , ".', ';: . . . ..;'

IJo;y¢.ver. SlIl(,lf().~'~t89,"~rcNlto,r '~heR&Pfurl'~s ,ntt~lsin§qtution· a,i"t;, de~lYc~
fr0nI,,tb~ federti I' J~?v('r-I1:l11f>nt·:l~i~di,tJj'cul-t,.f(~J1~t-.jp!!)ossJbl~. t()lWI~t~ :'those
rf!~par('had-h·ltlps.ftp·on$.~~M~ylndustry:~r~nl,those."sPP9sQr~4'J)Y th~ffdprnl
go\·e,rnment~.S,hlce' t~~,ff~~ral ',governWe'llt.t~li;esag:lobnl~iew'.Ofow,n~rship'~ights
in in\'enti0lls de\·elo.[)ed \\'ithe~en 'Il1~nlmal·t~~'ralsuJ:)p?~'r' :;:-:>couie.IlPpar;,
(>0 t to· us, that further .enC9u~a,~e'mel1t().t.',jn4tlstriaIsupJ)«)rt'for:r~s('M'~~~lllbe
(>xtremely di~cUlt.toae~mpUsh,.S:ill('eth~ bo~Plt.itldo('s:,not·haYf.':,the'reso\ln'ps
for rurth(>rd,evel~p~nel1t.4.?t· idf;~s .()r'Jnv~n,;tl()ns re$ultingtr~ill.resp~reh. C9ndu('teci
by,our::st~fl'""e'. fIlust .Iof~Jt. fOn\'sI'd tQ'}lctI:v.epurtidpation'bY.lnqustt:}a~tJ:,rI1l$;th'at
bn \'P th,t"llbllHY Jou'nd:ertakp Yery. t"xl:~n~h'e tesHngandde,v_plQPl"I]eIlt .I:l()tivftipso
1Ve, dOnotfe:el' that under·. thE'. prE-sent·. putentpoJicies:of tbefeder~lgo\·~.rrullent

t hisisH6sgj~He~.-"·etlDd i t hlC?l1g'ruOl~st~f t the governmenten("otlra-E;'-e~~ecbn()lo?:y
trunlol.fer,but,·bynd'hforlnJ: 'to rt>strictlve patent policies acUvely discourugeslucnn,.
~'nl:r1l1trr,l:!nol{)gJ·.,·tr~nsf~r~. ...'. " ....

To SUf{,gest,:a~,$(J,me~pl)onentsof,theDole-IlayhbUI .~avp. thllturil\-ershles
nn;d .ot.ll,er.n(~I~~pr',?~~,o~~8.nl~'~·.iOlls ·hflte~~~.a: ,. prim.a,ry .·p'~rpo~e,in ,l~,ti~t()n,ing,for
oCha'l'l~fs ..In .• gO\·t>fn!1J~nt J)f1t~n,~. 'Pf>IIcl~s"tbe",~cellmuIIlll()~ .·ot "exce~si\'~'protlrs"
i~, t~nt~uf. ~~\'(>Il' sb()ulda.,u,niYersitl·llnrUcl'l)~Je:.l~·.profit~Fesnltln.g 'from~:HJr.kE:"t~
able. hl\'pntloflM,)~ ·t'h,i~ .not .1l.re:ll;.sona'~le rne(·hanisrn. fornn, Instltutlon-.to'lesse,n
its,d{>Pl~ruls .tf!rJllr.tl}~J:;:tede,rll-l sl_pport ..()~ 'its.r€'~~n,I'C~la,cti'Yi-tf~s?, .

'fJ.)~'JWle-n~Yh~tll.·otr('~'a:' 'r(>uspnn~le~ndintellig~nt __ app.rpacll, ott,.·!lirt:bftin~
t.l'f.li;t.~~ln.(.loJrY: ~ilUV~rl"r'l)r~gl~am:o.'thl" ,f:e.d~rnl'~v~~nJurnt. 'I~ t~.~ J~Ollgh.~tlll
nJ)(>r~l1('h to.lhe vr~)I,I~mR:rf1ee:d:I):v'~11~nllht1!\Jlie~~;n-nd;n()n-prq(lt()r~,~:~l,~wti~,i1g;.Jf
ufJ'f!t:~:.Il:.ur:tJt~U~,.QP'p()'rlunitYt().ln'Cff>il8e ,,(I.Urt-I('fpnHOD :ot sUlnJlhtt~inE"5ses'In .. the
S.tWI~frt,;'f,~t,.pP!"("8 n·A:itt.l1.orl.~llrqflt.· orgn ni1:uf inlls 'wJlil'h <:,nn;(lnl.)~ ben'.e1lt th~'A-\ul't"ri'-
('8nWII,~}U~,,,11l, t~t:~hr.lf.t7rl~r,. ,__': ." .'. . ... ,..... ,.. .... , .. :', "..... ..,' ::'.. . . ' '.

.1"J,rn~{e:(>:~f~I"~~' t~: HIe' C~ng,re5S111Y whole~lre~rtedsllPport' t.o:r .pas~~g'~:o! ,the
l)lj:e-l~~~c'bIHIl-.frl'III iss~ss.ioll. ..

Slrie~f~l)'.

" tl>r whbmlt' .:ompromlslng ille owner's right to 'profit from bls Inn'o~atlon and
'h~\".(>~:t:,~,(>ilJ,.,:,)':','''''':'''''_ --'", ",' ,"'." ,";:'"'' "" , '" _ ' <":,.-.,,

'Go~",iJU1ent rlj(bts itt tet'hnleal data shonld be mOre restrleth'e' with ....gard
, '~q:'-,~t()>>rfpt~:i1,~lghtR~ ,'f~,~'-G~v(l~n:ul'~l~t-'uilist. ,~fter" ,strori~~r )~,~arn.l1:t!'e,s "\tb'~t

Ijl;f:tpI;l~rl1ry~rifa _,' will:,:W "~~Jlt .~,~fi~~ntf,ah,qJ14<J_'lltlt"..cou;t~cto:r~:,Would '.:i~1C)~
,</>t> t>hllgated It> license proprietsry data to olbers, Unless tbey elorlnot to pursue

',:~:~fu,:te-e,~5,1,~~~.~t~:(~llptJ4~t~hn~lo~t~e,~H~~:-v_~R._,.,::"',.. ",, _",""" ',-.: _, .:', ,':,,', _,>,.,,-","
; l·,RulJPort'.tbe '\,nl\'enlity and ~mull BURtness Palent I'rqeed'1lres Act S. 414
wh.t>lebeartedly. I I",lie~e lbal tbe palent polley eban~es wbleb are Ineludl'd
1A\f,~~)iU>~\·.cl~l'~':~,~()yt4~ Jlr~k;fn~s,ot:,' i~:C~llth'es-tQ :in!l~vu tiV;e:"B1IJt,tll, .busil1ess
;~'I}'l}t;'ll:re:,Il.('t~;~,lfl'(m:¢,~{nlJp,11o.t9:day:~.,,/, "",-.,, ',' ',,',e' " ,"" ,'" ".:. " C,' "" ,": ,.'",.' ',,':",:.',: ':

"Bill S. 414 al." bll. the'~lllhu',lasliesuppqrt or tbe Cbildr"n'. Hospital lIIMl­
!\~1,(?~nter!,n()8ton 8QdI bi1\"ellttnc:ht>d'·:lhelr 'll..,tte:r~xpr~sslng ,'t'beir,:,~n~pOtt
t'o:> my testimony,

" T:UE' elHtD~S'S lIosP,IT~~' ~fED.IPA;~qF.,~:T~~
~~8tpn, M~,~~~,.A:l!ri15~'i!!7;9.
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(1) Sd~n"" lridlelitors 1976. National Science Board. NSI!-77-1, N.S.F.
(2) "XiU"nal Science "and T""hnology Polley P~rceptlons of Barriers to In'

n(ll"~'fl~~"f---:~~r,~~.rd" ~.':N*A<)n~ _Pr~$l(l,l?nt -~f tb~_ :lri9,Uf3tt:tlll·~sear.ch- -_l~stl~u~e'.; ,­
lte~'~ll::;_¢(lrt>Q_~at:ioll~', ]l~sellt~h_~lam.l~em:e_Ilt,,_JJl:mt~~,·J.917. ,_' _:'-

(l!) "The Ecbnoriilc U>rernge o"f T""hnology", spl'ech" by Dr. Thomas A.
Y:h.n:dersjl~i,:::Yl~:-':PFt'.sl~~,llt.'~h:~qerie't~l-Elf?:Ctric -CompanYI:~eportln~o~:,l?llta
lte~our('e~:_I::lle:.:-S.t,v~t,·r~~(~~c~~·~a-l'E;1~t.r:iC;(:1'~17»," _ ,:<-:::>,-\~: ::;' -_ " '' ',' _ " .'.::' ,

(.~ )·'":f:'Be.'-J:tQ1e:()( '+'lew:-',(~~_:n:lcIt-t~~terp~J~es ,in ,t:he.-lT.ft -EconomY~,'~:1()hn
O.-":_Fh~lldtr,:~~(l:,:ij.l('~n~d:,:-:~.:-••_Mo~se,:,:?tr.:I/l" __ ·De,·el.op'~~,Qt ...•·FopndatioD, ·l,n~., .•.Cn'm",-
hrldl:"<'. ~Ia"•., (915). " "
, . (5 )·'·~es.Ull1on,,:~~(q:r,e:' ~~rl~te ,S~Ject C?WlDltt~,oI'rSJX1a~l',~tlSi.Il~SS~",&y, ..D~..
~dwln,V;>,"l'.~h-aH' .C~airmn~·. ~f·Ameriel1n'.Elect-ronic8"ASSOchltlO~;':.Feb.tu'8~Y
1',1978 On AEA 1977 Snrrey. ," "

(6) "T~hnologlcnl Innorntlon: Its Enrironment nnd Manngement" (ChaJ:]lle
ReWrt).:ot'Q '};J:au.i>lon .·inventIon· :and']nno"'ntion ·9r,·t~he'Department'ot;Co'r;ri<o:'"
m~r<'e (967). ' ""

(7) "Rmall Firm. nnd F~d~ral R&D", William r,. Scheirer, Rep<jrt of the
Om<,.£,'of:. }<"{'de'f9}-'Pro(?\li~melit,~~UcY,',~'ntef·n~eJ1c{' Tn~k:",~;(jre~~, :O~Ill:(1971 ~:~

(~) p~ptlrtme~~,'qr·.·En,{>;t~Y-CoIltr~l~t'tO" . .t\:d~fi.rt:('~ .. )~~~ec.J:l]);n.~~llf:',t~hnol{),J9"~
In{'.. Aprll1918'for the reljCnrch and derelopment of a high efficiency reSIdentiAl
:,*aterhg:ater.'~ -,' , .

RERPO~8tS .'TO.'SE'NA~t~iit'll~~·ll ;:S"Wltlfrt~"QCE~tI6jB,;nY.·:'A'RT:li:t;R., R."O:a~l(;i(YE&'

_QltC~',(.jQ~:':,i,:':,:~,~.::~'~':':6tfi?~'r·:''jn:'···.·~r~':.dr~:a ~'i:7.,ntJ6ri::;pt'~~11i···b~)~1~e'~s".r~'s~~:;~·~·,:.li'~1'~:
wltll', tlif'e~'pa:bl!itF;:,t?Cctll:<l'll("t ..~.~~id~ :I'Ilhg'e{)f're5l?hr(J!l".c~11:YoU Q:ffE'r.:~n~If~~'~taJ;
('Qn~tnE'nts-uhout '~~11y·OJ1I~':;4,l~rr~)lt.,ot l~"l?(ler~l ..ReS(l>~,rc?'.llt1~,,~~\"~I?r~¢,rit':~~s,
to ·s~nnl~l~ui.\~~:~~E:'~{t·I)O,:·~outhin~,that u:ny. atteinpt to·~f·~~i;~~,:tt;'('ertilln·pe'rc­
centR.g.e(j:.t J~{)';E'p~uI:~ut.r~'~~a:rd}.nncl.,d~\"elorm)l?llt. fOt;.sm~ll. bnsiri'E'ss'~ill' .··~.,~,ll("-·
(I('~sfultm ti~·Jh.~~P-. is,'$OlUe',certnhlty,fibOlitdispositio,n of ,palentriglfts'on :,rt".~

'sultinK.fll,g~;t,JoJ1s?" __ ;.,",,,;.. ,,'. ,,'. .',' ....,....:.
"'Jlswe.r~ Ther~.nre'l11Rny.fn~tors'that l~n~l to on};; .4~J:'cE'ntof. the ':tPd~r~1 "It;

&.. 'D, h-pdget,~oi)l'~",·to,Sp1~~~,conll)nh.iesbilt ~,heprfncillal Ol~e iRwlHH l.i~ke-t() ('fill
th€' "sma 11 ;('Omp'UI1Y~Yll(jronl~/~ The'cl:~IS,iqn 11111ker~nttheworkiw~·}el"el ,within
the Ac1minisfrntiqu ,~~ant,to: 'n;rohlpergonnlrisk~."Thl'y"wan~,totnlf€'Sll',e'I>O~l~
t·jClllS" If tlwr.·.st:'led' a.sIl1·nllc~olllP3nt.,thf:·y'nr'e:suhJN'tto criticism if tbe-'~rnpanr'
cl()(,sl1't nerform:'.'rh~irsl1Pf"rinrask!i' ~·h\"theyseleeted nnunknoViu compan,\":.Tf
n "C;fT' nr:l1n' '~n('A" i~ ~,l('{',tprlnmld'~~n't )'lE'rform. thf"'hl1re~11('mt"sre~lK>!lf:p;
('fln hf" thnt 'a;,hl;:~ 'u-l?U,known('ompnflY "~fis·chosen. ~ndif th~ll.ig(?Qmnnny
("0111<'" 't·J)(~rrorrp'. prl1}-)ul}ly, no ODP conltlhnrf"hN:'ll~n('('(>~::;fuL'.rhis is ('sPf>Clnlly
trup of l~,& 'D,.·.~·liPI'~ JI~df.tmentis'the'keyin the.ffel'€'<,'Hon process,nndtheonl\"
clplit'~r('d pr()(luf't,mo}" be"ft.'rpport..'_' . .~" "

In r~~nrtl to the ~(>C'olld'Dflrtofyot1rff1lr~tion.a ~

po~rl~.~,t.f)f';c>tl nse'ft'Jo~(o'p~ hurNlll~rn t~ to·tn~,e~~t}on~ . "'.' '
~lwI,t;l~~ll/T'-ol(> "illnn<-t:it-;:.mnll hnsin("!"s R. & 'n~ f-lpf·ashle nr(' two (>omp1i?mpn­
rartnppron('~("s, 'wIWrE'.rl~lthprIsdpIX'Jl(l(,llt 011 t1leot.ht'r. blltPfiPh wOltld', IlP,IlP1it
h~·thep:lSS,Il~~of::tb~,:,hfll~ .ThP-.nfi'~h/nol(>. hill wOlllil rpsnlt 'in',h~ttpr"q"I,WJ"tlfl(1
hiddf':rs on "J.:,~y~:rn111~nt('ontrn~l$t.,nn,:t1.I !If~. !oI('t·,fi f-I.idf'. ~(Jnhlinstl.r€' ,thntIllor€'eon~
J rn ('.t: Qpnl),rt~ll~:i.ti~,WI,lltJ(1 'J:~P fI\"fl,ilnl)lP~ .. lt. W{)1~i11t>~.n."prJ~l1,~,'~istnkp~·bO\\p"l'r•. t
holil11J)~(~fthpr hill wnHi-n~f{).I"p'l~!'}n~po,ft~poth(>rlp~islntioll" ~

fli'Hti(lu§~l:s,sumip~ """.tJ.th~~e..:n:a sno (;}llf.;tioli of.l.i'j.~fRe.y t~l~ >,:, h:wk·
~·r()\1J! 'l'.ri,gl,it~ •. to .1I1),i nvPtl tIhll.'flrisi n~.-nl1t of· ff'(lpr~n~··,~nppo~ted". fPSf>n, r('"~ •.hl1:r t 11~t·
f 11t>~e .,SfI,U,,\"n~ .11 ri('~rt:ni pty..(),"pr· tli~o"~n(>,r:sJlip,,{)r- fnt~lr*", ill f€'nti~1'I1, ~~. do:rQll: ttii~lk
t lin t U~lOrf'Snlal~ lm,shH"~sPR ·\yol1icl.',h(l·ifltt".rpst('~Jn .j,niniraJr ;~or(>~n~(>ntr('~ra r~'IJ
cqul. (lp:\'p101,.ili.~.llt'::JlrnJl", Ttl illS, ~··.hl, '.' ot1~er, ,,;or(l~:;:~'olll( In- ~.~f":"J)~"~('ase d('t(,Nll i nat ion
ot'Jl~h~,ri~:.,Thrhtktbi:n'·f'ntlO]lS-br.n-~ttn('~ :Yf'ot0'~mn n.hti~ltl:f'~~f'R? .... . ..' ,:.

,'\n~wrr~,~·I)~,r(>rr~ll..pn',(~nt'f'i1!h:t:-:~'. i~~,~ .f.hf> 'flf>trrmhlfllilln<!f, Jll1t\.n.t, rl~'ht,s:itt, fbp
Pt'l cl. of H'(l'''~1tr:'"'(>t.:"l~~'tl~t)·~nnl{),m(>nnlng.to.th(",hJisin~~~.nll,·n .fl~.nopit tP-.rlt'ri~;I\Jf-l."'
~Whf'n' th,~ '<'t)~H~it~.o;n~for~f':t:tln~.JlfltPlltTi.ghtsnr('. not, '\\"('11.. '(h.~'it1.(',d .. fllHt..,,~J~i:~:r'.
t hph~J~hl('~i-:IJlir1'1: ,(1~.~, .ncltkn()w~\·lwrp' h,p ·.~ta,nd~: and ftinll:ot .pl'Rn·.:n~OlJi:f::l~~
rJIPf>tt:\ inr~~,l~ .1~E"rhaps',·t!,~" Ji11lJO:tfflC'tnr ·t~nt l,rp\~f'ntR,l.il~tn('~s, ~~i~loJl:~" J'l~p'
Bn/h/nill c~:,~1'11.1: i~':~rtn ~.tl n~tl'~J)f~~1 fl'~·.1"'le ,~U:TJ1'tl t.,rt>gn}at iQ,llCi(I('r~nflt.?9' m~l.~,~~:'rn
the wh.j~;~ot(~fUltrflct:ing()m,(>~rs..U JitV,(.'ry ri~ky tl')Uluk'E;', a thn{o9l·',tilln;l:I.~il1,'

',.:.,....
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",,'liinltment to n project wwi till; renlluHlon tbat a rew years Into the project,
BP:~~~'~'~~,~,~h:~l.t'~:~rl1g-0qt~_tron)<,~:~~1~t,~,~~1~,_;.-",', ,:.' ,.","" ,';, "_', "",.,.:,'

~i-gbr_:riO,~,::::~:~'-are" ·.fny(jJ¥e<I,-l~:-.~'~~o,ver~~e,nt", ~I}.t~,~<;t, :~~ere, ,there; ':lire _: t~o
',n:~r~-~ V\:~ Jl~:t,~tli:pr:~\'lsi,ori8 fIo'lU' _"~~i:<~h::_\):,e: IllE~.y, ~rl()Ose._,_~~nrst ',ts:~:he ,'_st~uid~

:;·~r{lc(,I~f~ryedPt)l(lntH;ghts.:,clA_U,s."":",~·:hHe' t~~ -'Seeond:_'r~ulres,th~jnr(>st'l]]~n:~:,_?~
::~)if:9:pi yn'~11t·:p'ri5·nte ~llnt~~iQ~' _f:~~.<l's:.-~n.' ,ord~r:,fot',-tlS 't_o_'~~_l1re _Ul~:e' t~),_inveJl'tfOlls .
.:Wr.l?l~l~;;:~:~:t~:h,'~n'~ ,'fun~ls 'nlt~r~llti:,~ ... ,t~-~ llCh ,~ll~I('_:r,-:to: li'N~', \\;.lUI·tl~c~]J~eIt ,1$' "~,(>n

~~Jrn~~' ,ri:p;llrelt~(>~entg',aUrl~I)I'~t~"tl,I,~' p'bJ~{di\",p'- :"fhe_,el¢.r~Fr~,d·p~HNlt" rf-~~'t,~', dn'u~e,
rilfit :.ln'"the' i~ng,r~ill" ~~', l~ss ~,];l~)lsi're.,Jjlit,lt,elppe~1(ls-too·.xnn<:l,r on "oo:garies o~
:lQ(HvJ~J:llalsJIl·gO~of~DPl~p:t~.' "," ,~,:"',,,',-, "",',',:.",', ','",0"", " ,:":'",,:,,";':::"'::',"".:, ," "", ','" "':'" ,." ,','

"Qllestion 3. If IhN·. were·lnnJ:i,lige a<l<le<\.to the hill rl'fjllirtnK the hrnd or any
~1undlrig ageney to Ntate In writing "·hY It wns f"lt thnt the ageney should hn.e

,-'i~<."C~~~.to,. R, f3'I,ll,il'll ,b~lSiJlfisf;· ,bl:l~kg:roU'n<l"."~l.g~t~.nlnl,,gIlYR ,the,61}nortunltyfnr ,t:he
·::,,¢Q.~tr,nct~,t t,o ('a1l"fclJ! ,B, h,~'pri,11g,J() '~U:,~eus~thl~"ct~i~i,on,,~'ou;hl th,is'lle,R, ~~a,c
- 6P'l111,We,'~ltiti()-", to th~,p~obl~J:J):·()t".lo~,ip~" b~c~groqn(l,ri~htsw.W(!~ "mtfny.': ,$~lll:l
ljiJ:8I~~~~~s_e.il~un ter when, ~ontl~~ti:ng're~¢~rcb,an,d: '. <1ev~l()lliur.~t, for.. G'O\",er,u~

"m~~t Ilg~t1('l~s7' :,' ':', '.", ," ',,',,',,' "","",,,",:' .' : ... ,' "-"'~'.': ". :, ' ,,'
'\~p~~{'r~, Vn~el' sQril~'~lreum~~Htll>e,~:'th~:":$'~~,~:~¥'.lIi~',:r,t)~,e:,d,a,~c~sgt? JmC~,~ouml

"'Jl'~~,~t, 'r-i~}l_t~'_'l'hls,'f~nb;e,~,a, n~llpcl_ r'~f~(W:i-rJ!l;g: ,tl"W ,~,()~l~r~ ~·tor '.~I' ,:~:l ~.'nfiP, his
~,tent.llnd~j··re'~~oIln!ile"terDls_flO-(r.c,9'n'~jVQtis.:lf'I.le. t~'nr:l()t'mN't·tllP.· ·~?·\·~PUllE'lit

-.~li'lIUfa,~r\1!,ing':J~eq_tl1rpnlent's, ,.()n::':}li,~,.··O"~Il,. ',:Thf:J,:',lal1gU8'~e, ll,l ... lh,e: n~t,sJrf)uld __ .. P.~
'~,X~l u{~it ,enoug'~·R..o' tJ:ln t ,1~',is ,J~n~.~: J9' a-l~u,~e ,~''l~ll~):ig:h.t:,~o,.~:'Ji~~'ri n,~~! ~ .·o~ieJh ~ry-{"I~
li~tle,'\"n,lue",t'o, the' sn1tll~-,c()nl:pn'-l~\,It(~efn!!;e':::tt::~JU:.n,orm~:11Y',he.,unall,le: -tfr,a.ffo'rd
the Jegnl·und tN",eJ expense" to exercise thIN right. . .
. '.._Q:fl~,~U9,il,;4,.·.~\s, ~{. r." 'St flJlt~~:.~'he',:<;'OI1lH~tol~et'.,-(;'eJ1,~r~ J:'~~; th,e:·U"ft .pol~~:p.,(l"Qut;hi,
blg.:t'~:s,ti..m9p',Y.,:t:,~~~~ ,t{1'~ny'is'J'lO,,§tl(!:~I.. tPf.ll:~:'~S ,:a~G:~\'~m!J+~~lrpn,t,,,,,~tpoU~s' ll\rt
aim~JY,~9 .'d,j fXl?:rell t .• stn;tlltt'S:~ly_L~(>~lll~t.JonR~o....'~rfl'ing'.N¥P,n~(>n(·les ,nl_~o11t" dis",
IxiSiJioll?tJlntpnt 'rlgb.t~~ ,ll(')~',-CArl,,'~tU~ll':h~lf;;ine~~~s"whiehdo'not'hn-\,{>,l-Rr~e '
8tIl;Jr!i.(}fpl):'~en t attorl1(-'ys<.,per~te' ll,~H1P~ .so.mall~~ c()mplf?x~~()utratlIetor.Y' ,pa,tt'nt '
Mli.c:l~~1. ..', ',... .. '~'" . ,',' ::

~\nsl'r~r~. ,,'rpe:~mnll.c()m1)finy .. llfi~· •..·~rent'd,jffi('pHY','c)pf>r3JiIIJt·, llll'iler ·s() .·mu'i}s
c:llfftiTf'Tlt: pnteHtPOliei(',~Ltli~t, nr~[';llhj~rt,to~o.'mnn~':~n,(J~yifllHll ,j"ntptpretntto'i'r~~
Ofthumlshl k(':-;A'rt',uuld~~ 'The ~In~.lll'l~\l~ine~snlUn'tilllr :s.l,gn-Ilco,I1;fraet. ,,'1 thont
fnlb' llndt..~talldingt1l'e .imlllil'atill,llH· of t-~:e: ~oht-raeth>rm~, Hometinw~ he ('Yf'n

1'e('();;11,i,zes .t,lIAt .th~, ,pnJpnt, t(>,rnl~ l:\Il"HQt .,fPfiso.lWh1e-.. 11l1t.,he iF<· p1.1tluto .·a "t:lke
it, n,r' letl"~ir-'Jlosltioll· nn,(! nS;l,hungrr'$ID~B.IH1sinp~~uuiIi,who'hng.lnade.rt eli:.:..
'prO}}{)rtlonRt(> r)(~rs(lHnl,_llntlfinau('ial in\P~tml'nt;lu~ 'j$,reliI(·ttlllttoturn .J,he
contru(:t dmv-n.A'f-u!'0rite, lllt';r.of~ot('l·nm{'ntcontrflcting offic~r:s i~ to ,{}p1ny
COD).I.l1('ting the draft of 'u{·ontrm·t111ul.lthe last pm~sillk:da t{',. P_,!!. thp la~[ll;IS

()f U,~e fi!'('ulytur 'hI ,,'hieh th(>proje(·,tishllcl~eted.Thentlieyaskth-e ('ontra('tor
b~~nme. to 'ya:-hinJ.,"1on to si~nal)re~i(msl;run~,e(',~ (·lmtril(·J ,(10(,111l1('111', or lln"s
mu·n it to th~ ('(!utr:u'torhut reH,lli!('it to,I~,retll}'lwdmlthe'rlext,clay. Th,is
pre..en)pts t lw ~}()~~,ibi1i t;\· .ot'n,T(·n lir:t Ie,'.n{'~~~t.i:ltlo~,pf('otlt~,uct.terp.l:::.

A \'eryx:~ent eXllluple, which hn~':lll"ol\"('(lme.1J{.·rsoun11y Ilnshp{'ll the rip~o­

lIstion or,nan'ntrhdlts .11ndt>rnl':uti::nlnr g(l\'f~rnln('nt~lnnllhnsin£>ssprogram
"'hprp21.s{'Jl'IJ'nt(>-.('lin,:lrn(·tnw,~rd~wert",ln3de,hY·H1P~,alnf.',~r(ln~p.withjI)tilP :-:nme
a~en(',"" ·We.·recE'ivt>u··two ofth(> 21 nW,f!rd~.. f1~d m':::otiRtNl',~'erY··(li:fft"r{'nt. pn~t"nt

p,rovl:-;hms inCJl1r tW? (·~)}ltrnetf:~,The-d,i.fTPrell(~t>:,'ill: l)r(wisi'(Hlf' had nhsolntply
not'hi,n~ to dowith,tbe wf)tk(~ont.f.'llt;ho\...e~pr~onp:cnln,e'nntoffisrlll rf~ar 1978
f",n-ds.Rutl ~vp ~r:o;tl"nwthe- N}II-trt~,('t ollednylp(>fo~{' lhr {'I,lll (If thc.'tll'll·H1n'ar.lVe
obtn ined more .·f.nvorn-llll' 1'111(,,11t t('rlllS in ,th~fiE'C()ntl,(',~ntrn('tW~(i~ ,'yeo were 1l0t
llpder a s,t -rl('t, t hpe <:leud,linp. ~ .snh~,('~lil(>lltbon d~:If'P~' ~ lInth('r,awa'r(~{,E'-,\ln.rlt'r th is
pronr:a'ul .. how tuhenefit,fromm)"'<:'xp..r~(>IH;(,B.,flll,a ~s,n re-sll1t'he lutprHe~ot~at('d a
lJlird, UIH~.:(>Yl2'n.. Ul(lre. ffiYnl':I111l~·llal<>llte·lnusp;,The,rewn,s, ug snl)~.t3Jiti\·{',b:l~isfor
~ny (If t~)e~ d[f(~r£'nt·pnteilteiq'\lH~~;"Jtown,s Jlist n m!ltter,ott,b:e c.ircu-m'stauces
,att1fe;tJlll,(. n, ne~otinUon,,<., :' ,", ,'" '" ,: ":'"';,,,,,'

Q,~.r"tJ{jn.~~.1tJinshf:'i·ll.mnll~tn,i:.INlOlflt:.,t;~,('re~:~nn,sll,ort~.~e:.,ofpo~t-lJl~~,ors~·btl;.
~'-r',~::I1JH\r.Ct0' IU,'(O(' prGo,\'f"r:li:nl~ll~ "rp,J<,~(l rc;' 11,nIHl <1(>'t lopnuH11'('ont rnrt !o;:~, Isa·. -p9 tent
Volle)", ... wII ,if·~. J1lJIJnltliilR.t~Rf,. filly ...:rt>,~lll tln,~, .Pfit£'1)tahle -i ~ V.l~nt lpn, ()t::thu ...a ~(m('~':!\1
~p:,8:J'e~h ,:r:'1.IO'llc-1: 'ht:>: 11'f,II ineel hr. t~)pJnn(lin~.:n,-IZ::etwi·ii~('l~'.,~o,nttr~(',t... the: lpo~tln­
nO\'flt(~e, ~()Iltrn,('lnr? ·1 JCJ\V', '~~flll~~lt he:: prf!:t,~:a_J::'f:.,·of .th.~ .1"ni-v:E'rl:litr .~rid .~Inall,P,u:-:I ..
Pf:-~;PlltJ~:nl, JlrQ9(>(,ltlr(>~.~\tt .~,tTf'('l,thf":,;lt.t~l)rll-vene~s·()fU,o\~ernmt>nt'rl"spn-rch· and
d:~'~~Jrpnwrit('(lI'it'rn(,,1 R;·to't1W ,i IIt1~\':,nt: i y_e>j;lll~lH, ·1}1l~JUt~~mn:n?

~!,nliW(',r .. Tl:i~;,lJ;ll"st _i,lI1)Or11t in~ ,'('~flll t:~I(.. t:()rs: "t~Il :lI,~nnlt~' ~~cilg::~()tPrn)n(>nt i"?II~
'J:...~t~\\~hl'.re th,~Y :~rf" 1i~{'lS: '~9~OQ!;¢:,:t1iei,rpatt>'ilt ,rlghts.rl't,~~Y.d.o.· a gr~· to',wj)r,k
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f~_r,'-n ·'fi~11:~hI:ii,-~,~~n:¢:t.·~JI-~,t ·-f{>_tnj.r-s--·I')llti~ri:~',.·~lt:i~;":i-t··:i\~It~: he':-t~-:_.n;n:--~_-~~~:"~he r~-_: -~I:tb-~~r-
t~_tyr _~l~I~ -,~)O-'C9tllIi~~rcl~J' il1tet~~_t ortlteydo' n~t 'aY1U('f:Pllteanyp~tept~vle-hi,reo·
Hons ",risIng. '

RES:ro,~~'f.~' :.T~---:S~P;N_A.TO~:'~0I~:E·8 _~~HI~,EN-, •.rlu~TWriS-,::B~.~:RT'~'{ffi -~:':_ -:O~~:~lA~'ER
()-':I~$J~m" -i~-,:~~t' -,~~~t~,tbn t -Y·()~l- ~·~r~ ..,rlv,erJ'·-~a~tt(}~s~~_ :llib,Qll-f: __Sli])pl,(:tth_lg,;,~pro­

~1\;~tf':~be:,4_6~!r,t)fme-r:it::(~n:n Xpu _,~hlbHrn~e,pn-t~{~:i:n~",'~-pJ1,}lS-111lder·,W.bat '~lr ..
:~t1._111~'~~nc;'e8 S·~.~-\\~i~t-~g~~~to ,pnrtl.~;l priJ,_~; i'n',g-Ov_e;~~_e~}"ljqn,-tr~~~~,:~

:__' _-_-,~'J)!3.1\·el"~.lt, l\~~~,I"E"',:dsaJ i fl~'.W~-i-h '11: gOYI!'.rntilPn~;a:.ge~.lcy:'t~~t',:.frl'k~g"J~~le,t_o;pMe,Dtfi
. 'r~!'tllltll1g' ,f~(irntlW ",c()nt~~cl;'"w~ '",Ill':SBJ)~lit,a_,prO,hoJ~a:l.."()Illy:'-lt,~illll~rit tloe-g:1)p~

,tll,laJe,·to' .(Jllrpr-in~lp~~,.~oinmerc,i~lYt,~~r(,Rts{)r'Jt,j8.'.8tI'1.1~lu.~~trl"'!3~¢~, 'a,mauller
thM no patentable inventIons are likely to <om€ 'out ot the'contract. ("lider fhe
·8~O,T.~,cit~ulnstn~Ct""S.,·i.t.we,,-r~~h:e-1,1.' cont,ract.,:.;W~'.':.cg;,r€'tt~1~1,::rilopit()r.'_ 'tb~',in~[,vld~,
tla1s, "'(),r.lil~,·g.;~~(ler"tlie e()ntrnc;t:t~, mDke, ~rt;flin·t4a.tt~~i-"~~tllU'iI1, 'r~strlct"the~r
,~,qr~ ,tp,~()~~i)fil~,~t~;hl,~_.~u~J.pct:~att~r~ ... , -"" ,,"': ':"'__'-",',,,,'.-,,. '''''' ":, "".,-, ,:

QJI,"'ion 2. You'lndlcat<'d i1iat nOI all ,rt'.ea~£~orlentl'd'""'!llla,nle. view patent
'rij:hts In the same manner your comJJanyy d"".: DId I understand you to Imply
:t:ll1J,t't-hf}~~_':~~)~l)~n~~A::,8.r~ '.n(lt,lnt,?.rf>~teU','.i~ :(}~JI,:edng,iu:r()r:it~'O.ns' J~l,tl}e -Dl:irk,et
place In'the form of ROods to thepuhllcr

4pS,~~l!<,;y~'~,'F~~l:"~':eo:r~e<:~1;'~,r.y'nr~ .,i~_ ,t.~.e: ~9Y~~I'l~e,nt~ttt~a:ct,t>~J.st~1~~~.'
Tl}~y.{I¢~ir~,:nllot,,~~f"~.r'l~¢()ilJe(~PID'g?\"eJ:"nnlJ~r~:C?O!~t~n~ts.'~11'~' t.~eiJ:",'$~.l~;~: ~m:l
Jli~~'l\etln~--~rt~rt·I,s.,~.lr~t(>d'.Y~~Il::r~,',Bee~,~ng:,:'ll1or,~:,'~o\~elJ'p1~.nt'..·cA,1)ttn-ct9•. :Sll·ch
COJmlri.pl~~;_,(or'l~,~:ar~e ;~ni#paut£>~".~bl~,~:[)pHfS'!,od~~i~~~nsl' ,iis.l1'~ny'.~o:, ~'?t 11'11'V~
f,:t1e:~~p~Hf:tu!eor:~llJiab'l~ity 'tf):sel( COi1iJil:e~CI'8f"prQdl~~t81 anf1tll~ytb~refore'ha:\"e
little Interest In patents; , '

nF.S~O,rSts:TO S";N,A~oa,.T'nURPit()NnrBWRrr1i:Q'.Qtre8TIO~S.~t'ARTH~R:S.,'OBF.R)f.~,y'EB

Qu;'stlo»..:,t:,Cn'n ·:l.~nttP'.::co~pan,Y; .no~'¢,(n·~'re~;'bY:tlH8:h~lJ~.:~,"pr'r~g~1 ~~." ri¢hts
to :1\ n .irivE'.nti,on .wh}c~:it 11a~,crPIl t~(lpnrsll~.~t Jo:.fecle:trdlr;f9n(},(>d,~e~;enr~h?,""11l
thl. hiIlln any way chanj:e'thi.? ' ,

Q'ueslion 2. Under section 204. wbat effect does the 10 year Hmitatlon hare on
the. goverynlent's ~ecoup'men~.Ii~ht.s?It th~.?wn~rof :tbe, pnt.?n,t'r~~:i:'V~d,,$~H9;()()O
in.trye te,n •. yeal".:pe,rl~~.'lllld' th'en ·r,f¢C'P~\~ed a~·'nd(HtI()tl~l.$:mo;ooo in "the .E"leVPIlth
yea:~j '''\'t~qlI1d,.t.he:g9,yer!1'melltl>e:able,tor~p,v_~r~11:r''D:l(}*,~y.? ., '.,.' .'

Q,uc~t,tU!l,~: lJll'dpr.g~tio~208(7):t.h~.'D'E"ri8'rtmt>ntot;'yommer~Js"t()rE'c£>Iye.any
t()y,n.ltt~. dH~,~~, t'l1e.Unite<l'StAte9~nder this ,hVl.,Ar~ tl1efunds enrmarke1l. for
anYli1lrticularpurpose,ordotheyg.o into11 ,g¢ileralfllnt:l? .. "

Ap.~~~r,. Q:tI~SUon,!J1J 2,. anc~ ~, c()uld ~ bettera~s'weI·e'd bylegalautbpritips or
goyernmen,tWitn.eBSces.~.. . ' :. .,::'

,QueMiQ~ l' Ar~·-t.bel"e .. any .ln~1ca,ti()fi9.tbnt;~ma.11,cri:npanies·nlaY:~f()p'seekitig
"'~r~ lnl;QI,"iJ1g~oS~rJ!meutwor~ t~th('p~~nt:,pnY~I1ttJ<ll~cyi.s,Ilo~,chfn]gPd?
An~wet. Th:t>rewUl nlwa¥8~,s'mnn('()lIlpal~if>sm:".tseekgover,UIriNlt co~~

trn("t&-'tttll,~Y,Cn.n'llfive their ,c~p~("O"re~dnnclhl~}l~1l.:r1edfl,::fee:H()-w('ve'r;.when
tJ~e gor:~rnin~n.t,:r~t-airfspn.~enJ,rlghts.usuan~\the~i~not-sufficient ioeentl\"€' to
IItt~:ett~e.~t.8.1l,(lni()~t·inn(r"atlv~small~~mp3:n-les'

Q'I~e8.t.i()~:5.Arereeolipmgnlprovision s of thlsbiUsufficlent toprevE'nt p,;;orbitant
....lll(ltaU profits? '

Answer. It Is Inappropriate to n.e the t"rm "exorbitant wlndtall profits·' III this
th~ta:.I),('.e•... '.tJndr~,n()1'1:IlIl~. ('il'('1Jll1st~l1~R .the :~()\·¢t'ntri~ntf'lt1~ed.· .l't",s.~a'rch ,~Yhi,('h
rp~l.11t:Rln,a, pfJ,t~ntn.-hle in.vetltirrg ~iU:'on1¥ repr,~e~t.~~iil:~l\'h(>~-lJe.t~'een:l'I~rcPnt
Jl nd, ~O"peroont'o~,'th~t~)tftJ("ostof~,ril1gi~~ti,n~""':llr?:~~C# t()'ipll,rliet~,n.~a-ns~ -th~
~ri W1~e:1n\·(>BtmE-nl.llSlinlly .. f!l~q 'II1~l('~gfflltt't,tl1R!1,.g()v~~tlm~tJ:t ·contrj~u:U.Q,n. t·he
i_rls~sHn.lt cnn~Jl~llyh~~·:nle ,rl:~ht ~:~,:~,~~('t,:~',r:~ll,Sol1·~"bte ~profit . ~•. 'perhaps ("\~E'n
more' than pro-vided'~ln.tler:Jhe'rec'opplmmtllrodsN-I1S,

J),~F.p)'Rt~RTA'fE~i'~ST9f,,'iRT.nl\R_.s.oriER')'fl\YER

T?~ln',\·. l.~~:()IJ.ld'Ilk~ .•. tpT::lh;{Io:rt,:I~,y'qlu~~tinft~ .nnd-,nr~l~o~~:h',;,~~~.n:m~,wP~,._Tht­
(nl,~c:.tJ.oJl~ sn!\,.hf"·F~,sU:;V-8~f1t.('(~,: :ftrst~. \yl)~ ... ~l~. ·~o .. rn~J;tt-~:111~11,!'.,;~h~,~" ·t,~chn(}~:o1ty
("~I~P~:~li.~~ .~X~id'·',J:~)rCrl)l11.r~t ·~~;~lt:,rristk-.:· ·~,~~.f~.,. ~'!tY:'lt0;: t.nc :·.~~i(htE'~.f'n ·#H,tf>rn•.
jil,fn! "C:'I)n-t-m·~·t~-l~!-:p:tqr .. J',(lt',inC;'lllCJ~ ,l'~,~:,.'-nlr:~t •. ,{p:'Pft~i ('orrcpd :.' .n,Wt.·.·~e~t, :'J"tiJ,tflNt
(.oIJll~l1'n.i~~hl Jlll-Io :fI('hJ:.,n'~jdl.l~l'r'(l;.~l,ow·~nll't~~~<:on~·r~~!ol ('h:O:ilge· tl1-pslt:u~t.iRn?
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,"'Wij'~:_:;ip_~w~r~ ~e'fJ,_tll,Ee"A_n" iH}(Jf!!$f:~'~,Jng ot_tbef~~t()r~WhI~h:_,~'oUy~t~:"Hni~ll
!l~~I~~SSIlle~l:~, Sf~;'~tlpg, ~titb:',fi,~i~~~m~nt,~lS.' the.,gf![Il',:']t '~:,:~'();~llaQY: Is."t~,_~a~~ .
·~tqt1,t;.'{,,_~:\':~" ~o 'lIlnf.f~l~~,· refurn- on .1tlVf$t,Iil~nJ.· ,~e ~IIlhl~, ..hl~h:~~blJot~Y_C~JIl~

_\',~J~:~~::tbnt:hfls:_ til"tod,uq-~Q, st'll~,~liaHY',,:~~ds itself.C(}.tp't*ttng, Yf,l t},ll~ll;g~;, CC!in­
:".,~'i~Ilni~~_:tlfAl 'lInt~~ mtlC~',,gr{lllter,-.1tll~~t:i~1_~u;sele,a-nt:tm8 rketJng ~lout~,'It- t,~,~',8~~,U

':·:;.;i~l~?WPfl~;::~it?:s~'c(':e(>(rl~~iUl~~fhti':e a'Sllf*dor pto<l:u~tIlnd,a m.~a~g',for,:p:rot~,~~
·'/::;jp_g,;~':t$\l~F~-1.IC,p,~3:sn~:IiqrltJ"~")""",... ,,",.:', ,::": """" ."',, .:::>:.,,'

_:'>:::".',~:r~'f;~~:~~llJl;,'~()mpnn!.·$":rie\\~,,"prodU~t'::~hows:li1ark.et __ac~eptau,ee~",.bl~.~()mp;:ibJe9
- ~iJr ',try,::;to.·'jtl~,p: ..ln, with.·Sh1it{l!'r,.pr()(.f'lets ,'a-tl~,(rrer)!heli~,tJ;r~i'~w,al',:'~()J:l)nn n.y
~':i~J;1,itia~,sJ r,e,' adrertlslJ:)~' ",,~~ll~¢Y,~IOl'.e<1C~:llJ,tn.e~!fRf,: d istfi'J:)tI!~pm: ,.1l'nd',s~pnJ~..
,tJ~~.teil' 'lua't~eHng:nllvron.Ch:~s;.:The;~nl~lh "llj~:~',,~~h:J)qlo~y ,C{)Dlp~nY'~S' '}!'rlncipnl

"'::lirQ,i~d()n. :1p ,'fheC9m~ercial,'m(l~~f;~' ,is: lt$'J~¢oprief~~". '~kn()'w"~,~O~~~ :,~nd,'x>~te?t
'-';;·{(rQt~ctl0Jl.'.rllis is tlle'Wftr~lUYc.:JDl-pan~:~¥alu~t~1t-s ,pq~~tiQri~,.-:~ye wJl-~npr enter
~'~~:~'l~l~'~ket:~tn,l~sswe',l1:\ye some {J,roteded' teehpol~gical'-l:ld,"lln!age;,,a:~d()llr,.

_-rj>""Uon I" typical. . .
'::~';~::"::': )Y,flett~h'P :'go~el'f;l'~le Il t' ,is,l()ok-i,~I.~ ,.fo:r,:',a:',(?or;1~n1: f(r:do::~(>;$~~~i?li,: lllf,9, {l7V!~f)p..
',~J.'~I.it:JIl)t:,fierq'W9.t>r~,"~(>: f1tW¢"~Ipe,rleJ1cP(~e~te-Tery."c~i)tl.~p9'n~.ltt'SU~p1t-t~
uiili it proposal. Even thOlll':h we may Ix> aa wen qm'lifte<i as any bl<lller. we hE'­
:('O#l¢'~:$'o'n(.,~,rne<f\~hnt,~·e ..:~R1 .• t?JI1I}rQm ise"onr .~t~pt:l'j~hl~,.,l).~;,:,Il~,~vtln~·::.~· '.'eo~
tr~('f~ ')'I~J'lr,~g(),Y~~lJi.n~ntfl-geu~l~ 're(luire: tpaJ"inal,1,}}~~i~e~~E'S:~'l1:():~~pt~nl't
Ira'-ta: with them not oaly give the government titie to any patent. coming
(~~it~,T!tj,A'~''-' ~o:r~:.,'b.t~,t ,~'h~o ;,g,i·\~~ .t~)e:gp'P~l';ilrnent '.~.ll~kJl:o~~(t:·~tl~'p.~-lt.··.i~[:I; ~ :'!:'..tn,~t·
fs,:.,tlI~ .l':iltJrt--:t?:ll~:.pa t~~,t.;."t1tr~,~.~Y: :?lltai~~d .11n4:·PH,i.l1 :-r~r:J,lY :', t-lle,,~otilJ}~'...r,~·.;"\~
~.·,:~~ttb'~r "~#~qrlt,,, ',f-he", gO~~'rJ1m~Ilt;"us'u,nl~.Y 't~l~~""fl: .l·t,,:thpr·;,ca~~li.f,r' .~.f~lrt>(l~" t~
w~f~"··.;Pt.(}t~:tJ1J'q. ,:'?f·',:t:tlY .?'~. ,:th~: ",~tl~,:~hr·s .. ';{)rOp,J1~tl(ry,:'~~(~~l.ftt:lorr,o'~.:/'~~,Jl()~"
h~l\~":,\rh.ic:h': is'',~ll'lJiI):iJ!e4: ~\·lth'.a, pr()1}f)~:h:Ant~':91t~l1f'proprirhtt'r.tnJoTrn1l'~,iQ.n,\
'''1I1l}~H("{1·. hr.'.0n~~()Il~nflP!.JntE"rl(pPfRJ11 ~l1.,an:otber'('(cl~lifIus'w.1)rnP9~91~:',J t,: i [1, J1t). '
~~()nd~r that,' ,111RIlY lC,O:lIlP.'llli~ ... 'l\·'hlel1:hal"e ... i.mpot1a:pt:'"n:('.w:··,t~·hJlol()W~~;,,~ltll
:E;ig.dfle~:llt.; Vllt~n t ,iulpUcitti:on$f,ca r~ttlltY'.avoid ,bef:()tn~ng 'ent~pgled' 'with.. t,~~
gO~~(~Z:~lnJ~n-t.: " '.", , ',',' "', ,,:,.' .•.'. '. ':':',';-.': ":"",<',.,' :'

):ot·.• .a11 r~~eft reh: ori~nt~l ~Oln:Pfl~,i~R vJew"nJ;l,t~l1t·:;.rlJ;~,M·:fri..':~he'~n;nli ~l('r'I·: .• llilye
j IJ!-'t,de~('ri IIWL,8Qore .firlll s~. IlJ:"iJ'wip,lll' hilslnp.:~~ 'jR:,~9l-icltiJlJ:~()\,prJ)lll~.!lr,('On trnN5'C.
'1'hpyatt8c~ ,I,U tIe or 'I1o:."iD:lP41rt~llce,t,()putentri~ht~J\Ild~~I~'We,r:~J;lli7.atio.n.' fw..
cn:n~e ol~t:linin~ .g:o\",e:,rmllr.nt(!Otl-traet!'i. i~JIJ1' rfl(l. tn. jts('lf~.fiu~Il-(lomrll~ies,nr(': not
nPCe~s.'l·riIy.·the, nIQRtqlul,lified' todo .the.work; ralhe.l", theY:',R:rethe ,n,l(h~~,'gx.ne,r.i~
eJl.~ 'nt:'wriHn~ ~oYi2'rnlllent pr()I)()S<'lIR~~l~td~feJlsellnd'u:ero~p~ce:·'enlltl".[1-('to-r~

11t. th-i~.('atE~gor;.r,;'how~,"~r.. as the 'go¥ernment·e:l;pnnds 'jn t9"nr.e,ns·' whe.rf'.'cortl~
mercia.Uzat-ion iH. JIIlfKn1ant. it-nffil~('()tltrnctors."·~,o.,itJld~rstnmlnnd ... I1"J-ttJln.rly
(}('31· intJH~' c:o,nuuerdnll\-orhL Comnlf'r~in-lizaHonOl··,:pnbUcnsf' IR t-hellltilnnte
J:oal·f)f most. r~sE'nrch·,m1flcleveloPIl'lent.sPOIlsore'd.··hy,the:J)epll'dme-lltsof'.E~rr::y,
TransPflrtntiol1. t}lelnt-erior. nndI!efllth•.:FAJn~ti0:n an~\Yl·lfnr€'. Jt.· I.~i:l'onlc
thDt.'tlje~ "f,e:rs RJ:en.ctes •. ·u'hose yltlmatf'g:ollli~ tf) !-.titllt~l,~Je·.cOrnnlf.,TCi'aJi;z:ltlon
of·t~hllOlo~normRlIyuse:,,·eryre-striC'ti\"'e.IMltel!~:pro\"',I;:l!mRIn thei~ .l!ontrn C'ts
l\'bereas,rh~~I)fiTtment. of nefe-J:H~,e.wh..m~eultimate, J?otl,l -is not .(·omm.(':r(·laHzn,:.
ti,m. is,. ll~lJeh lllorereuS<>hnhle. It ,normally gh-es title. to iuventions; to the
con.trn~t()r., , . .... . . . ' . '. . .... '. .: "< ',.,'

'01e,' ell.rr~nt.patE'l~tprod~lonfl,in~o:rE'rnme~t ·ron,tracts.' hnt;p·. lEKl .t'c,many
pPcpliar .sitnnV?ns. pa1~llt .. PTQ~",isi.on~ that: aTe inte-ndMfo helI>.ch·ltiana~(>n(~l{>~
oi'J()ll hplJl();I~ly. t,hpml',IHJlT)'. Pnh'ntpro"jsiOl)~ Ullltnrp int~nd~dt,o !'tl'!I,I,u.hlt("thp
e.s•. fC'O:iIOr,uy.· oftE'n·.·mlly .'}lrol"Id~ :hu.s(n{'$s· and·johs.· 0t.erse-~s.· Perhn·PR :n: few
exn~lp'~~.,"'~h:ldll€' u~E',uL, '. .:' .... '.' ., " . .... ."

Ah()ut t~~()' n~onths n~o·m,.. c()IllPRnY1l8,iI ...a, U'E'W 1~f"a·t{);,;rti.~I,f'qli'tlHty -IDfluI7'
~or,h~g sf~t~m.This type'o! nlrn)OllitoringHtsJ~mh(ld ,in:tp?rta:Qt poti?-llt1nl- fl:PPU­
('i1ll~:rJ~ ·')()tIiJoth~milif:.nryfor:t~~ qe~t."Rtion ot('b~,lIli:('.~I.'~arin-,re 'lll:7~nt~ and to
\",,~.~i1:i,~,n·aA'e:n.dpR" ,fn~ •the' lrle-ll~I~'~l:Uel:lto·t'~Ir '.; [>()llutanlsnn:<i,toxI~,g~So1~ .. ill': the
w~rkpla'ef;:It"tQO~~.n~e.llat~nt~;"l\:o~~d'~nlt.l\·,~E'n·:l':"e,~~uC'Pd,' the j9~:' t~
pr~c~I~..QIH· 'drifJ~~o~wn~.tt]FHlh~ltrH1:1Jn:soUCitM prc)~l~nIY 't9' ll)p :Dl(Htnrs
ngeu,rc~:~.EW~llse, J-t.· .we .:~lvl'd .. 8.1UiJitarr, .co.htract w~ ":~tI.-hthQ.,~~':h~n .·llhie:Ji;
rP,tlli,~"t:ftle JO:'[Y.~t,~nJ~· de'·~lop¢d:'un4~r,th(* .• eorit:ract~U~it::hJh~,t~o ciyili,~ P",~~:~tl­
(:t(':N•. !llf'.. >:'l,th"nn,l -I n!:'t (~11, t~,for, f):~,11r'IlV( ,nHI .. SaJrt"'.m.Jd ·1ienlJlJ.' nnd,,fheJ,111 '·.i'rpn.
m,(mtal:,I)r~te<:ti.ol1 ..Age,DCYl we' wouldhfl¥e :~nr4;."(luiTtod,.to, rE'lin.qu;l~ll <our'· pnt~.nt
rlght.s. '

'~-\~:':;~:,~:otl~ror(\:~,nnlPl:e;. t;l .. :1'r-ie.1:1d,., :()~ m.ln~.· .'Yh,·().···i~. Y~~Nid,el)t' __or.11., ..f'()nr.· v~II~:, ..O:hl'
r:~~--~~" ..~'p~::~lr:Yr'r()PIl.i~~.I,l t·,,~wpa;~l~ '"Ij~('I:,~Jl. ··Vl(>~ ,1l .. J¢\Y,.!.~~. ··a~~"i(ll"·,·a 'ltt,~t:it~:
:f",~t~f,~j9.1,:8.nd ...1'~()r:~T;Y. _J)~~: ..:t~,.t:~~tH«;t·J;el}~llt':,ti·~'~j?r'b:rpiJ; ..k~t, h,roll~~: .Ili
tl~.~)nhdug .. -:l1l4 Wetlll··1"ro('~sij~ghldu1"tr;1.:es. ··.1 nort;ler,t,l,;olltllJn ·~vn~t',n#I~'1~~.91'1'

I
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Port for the,orii:!nal development, the eompony'had to a..11(O E.S. patent rtghts
to tM goveri!ment,'but the company was aUowed to retain foreign patent rigbts.
'N"Cjtt~"jlJ~r:,~_I:l,re:¢:'Yen;rsI,lIl(I:-sev~r:~l".liu_p-4~~Jh~lisa1l4'~lol~~~~ ',_ ?:~_~~sell'r~h.':'a~·~ ",
de,'elnpIhent effort, they feel, that the process Is approachIng practical relillty.
'J'li:~r')in"~~,~~tJ~or,e~",(?pt;Q'ril~',rciaJi~tion--~:l(h__'~:of~"tha:n- te~.lJ~~;: ~()~pa~ies:~_,nlO~t
of tbelli lil the i/!inlng lll<!ustry. Not one expr""sed strong interest. priucip"I,ly
bemli>il!- exc!ush'e rights 'could not 1'e offered. Finally. tM:!, did find one Int,er­
,~~:t~_ ,,~rl_l1' _,,,::In';_~J:rlP~h_~:WP-~Y ,btr~.re<l -,-Hie-;Jflpar'lfse ',Co,Il1pa~?,: t~;~itl~i:y:e· 'Pat~Ilt "tiJdlJs:
in"',.r{\j)aQ,~~fl_:'t.~f,~l;;1pane_$e::,,c.()~v~ny, _hiH3'Ja~e.n:,'1l'1},:~,g~re~51Y~ :PQ~titJ~n :,l'Il·:tbe
ltllr~:,ti~t:"()f::" (!O,ll)~~j-C1n:li?;'!1~~,i,on~,_,'~~ts l~,.ft':",ttlYi1i~l~,cftse,wb~~ :tp,e,·:.U.,~. ,:~y·'SteD)
e.hf;oi~raJt~s:tlie·:export:oft~ch~o16g,y, leIi.dtJ:l~: t()'-~(>.~ei~ 'sale,S, '.fo~iicrl' m~Od\1,~ti(jlh
~f)i~e:i:gIi .- jo,bs, :,nnd'~Q,ll~·a,~:~.advel'se,,~1l'e~t 011':" .tp'e, ·(li:$~.,',~()~()~r.':I' COJ~,l,d ,;~ar~:'nr.e.
~e,ll t e.<I:IllflP~' other:.~xatii,pl~~,\vlthdi#,~r.e~t:pro~tl~~8~ dltler:ent .8${ep~ieS.8n:~' :(1i t!.f:'t;':

,.~~,t:,:C9nlp~~i¢~,:;'PQt "'~Jth the" ,snme'gener:~l" scenaxiQ'and,tbe.sn~.~' 'J';e'ner.4;1
;~,Qn~hlS~~,I)~.,::,': ::""'':,;:-'"'':''-':<''-''''''' ','".,,', ,', ,;', " ",:".,:""",::,,:,:. ..'>.:'

'Tbe types, of. problems presented here are not new. I could hal'e e..ily provided
tj,~nil~r()u'~',,,¢~:nTprr.S:,:p.f :,.sUJillf,:huf5Jn~s~m.ert:~.~~ot>l~ln ..~,·:~~i t h':t~,e, pn.~enl j1;r.o \-l~i:o,ll~,
In gO"enrment contracts l:oIng haCk ten or,twenty ypars ~go. In fact. the nre year
time Interval hetween the Wright Brothers' first .,icce"stiil flight In 1003 arid their
first rllrp1an'e sale to the U.S. Government In 1908 Is attrihutabie iargel, to the
WrIght Brothers' concern about the proteciion 'of their proprietary data 'and
I,atent poslti,;n during their deallnJ(S with the U.S. Department ot War.

A:$,~~~t:l~:.-;n,s"l965~::l.t~~n-~::~lea~.'th,~t"p'at~n,t'.;l'e~J1ltiQns:un~ler.·:~?V~¢J;n(N;t~.~~!1:
trnet'. were not 'lending t,o the proper Incentlvps. Iu that year. tbe Fpderal
(:),,~'pldl;·.f();r,~'(J,i,~':~C~.'&,,'~l;c~n{)l?gy:,s,~'t'u'P't:~:~',~.?~~;~t,~~::Rlr'~?Y:~:rI1:'~:~:;t~,:'~t~n~'
P(l11(.:y:.t9a:$~~~,S·,P()w,:~111~ .pr~l~y'" ~:l~,w()):'~ln~,ln'prn~tl,ce';~u~',d:·:·t,()':·,,:prov.t(l..(i;~>~h~'
ipformnt~ptl''l~~~~s~rr:to,,(jnj~titeJymOdl(y ..tbe '.po1f~y;.'4s, ,aJ:}::ol~tgioowt~:,;:'«?'f;,:t'~J~
n(Jtid~!:U.f)fhrl:d~~,':fI()n.~.e,publis~~•. ',an·· ('xcelJ.ent. mlllti":v()lll~¢:,,q:c').ver~:r:nf:>~t,
~~te,nt':I?~licy:~,tuqy"~r.rb~ dn'tn .. p~:e~'ented,fhe"C8-ses. e:x:amlDe<l.;·:,aTl~' ,~:h:e,~~Htjchl •

. !li:Q:~l;;: "l'~~~~~r(lnTe jnst'·~s· vnll.d ,t()d:a'yn,R th~y .~e're th~n ,:,(th~l:r.,;:'f;,Wllll1~IY:.l:lJl~
~·n,Hllysi$o.r":Findiilg'R .~~ "InC:l1)ded,ufi :'. Apl?~n~ix,J" to ·thi~' ~t.n,tr~neritt,::,TJj~',-::()n,ly
(Uff<':'rell~e}:;;;: tIm t" nftetIPor~ f:ha.ntrdeCIHleofjgnoringt,lJei'r,-' cOJ1~tn,~i,()tut.w~
t!r(l.:oU~(>l\',~swit.h.nnlmffl,vornl-llehnlnll('e.ot .'. t~d(>, ,n. ~pid'ly, f!(>clin.ini{tech~
n?l()gi~fll,Sl~Pf'ril?Hty oye'rfoTeiJ:Il eonntrl.es '. ~nd seriou:'l. ~ol1ohiie,·pro~le~,R:a.t
),l(j~~ •. :!,;~,iI, fnr,t~pr' step~ the, President js~ued .' n •G()~~rp'Il1~Ilt 'Pat~llt.I'(}l~.e:v
':U,pi)l()rau.!JUI!i -ill If)U:.·( see "Append,ix II to',t-1l1s,Atn:t('ri:lel1t)-prhVi4Jn~n:'J~(>ncy:
b(>nd~.~l,n•. ~~ldit.ion~L,authority .to ,permIt'cofitract0l:'R.· to .. obtain::qf'~t~r'ri.~llt~
loinFel~tirin~\yb.er~ .... n('{'e~~ary to ~chIen~' utilization; lIo\'\"~YeT~: :as.·theold
proyerb "~()('~i,.",yon'CH:,.lE'fnl a hn~e t()~ater. hlltyoucao"t rn,::tke him,dr'ink:'
Th(>~reRldf'q,t·i:-"1~remor3r.jt1mg1.p.:-. ni!encif>~.the.. a\tth?T:Hr toa:w.urri,'·g,re,ater
pnteritrl~b~s'to('oJ1t-ra('tl).~"butit ,d~n't,m,prni.ute, R~~ifice,qll}'~e; o!',3.eti()n,
(]ontra.~fjp~f)ffi('P·fs ,~n' not£:0in£ to £IJ l)llt. :onR Hrn.h.~T1Chhllr€,nl,lcr~t~~in
al"oi'{l.pot~ntJn:l("~iti('b.mhylimitinz. ft<.: mn('ll__ 'l1!'J,p()~sihl('; thepnfent;Ti~hts th~y
pro'f"i..dt> .tt) a' ("ontrnet,or, .ThE'Y ~i llra kf> ,the 8:i te apprO':-ich en'n thpu~h it may 'not
1Je)Ilthetlo:tJr~:ll'lnt('rt':~t. ..,. .... ..' .... ' . .. .. ..,:'
,FoJ:',r~8mple~mrcornpan r ·!s ... a. ~~~idpantfna ~o,e:-rnmt>t}tPr:o~r:t1m.l;t)vdlvIJl,'~

o,pr4,O$~l1hhU~Inf>~~('Ontrn'"4:':'&''Thf>()riginal.prfH:rl1mnnnQ\Jnr~rhl'nt$tl1tPd
that .. cOl)t-TIl~fOr:'s ,('otl1d:,~Pt lJr'l)~H1~~ ft."lt~n t: rights in RccQrda nee:. with. t~~: ,pre~l.~
dP-T1t·RJ?~t.pntpoJl('y,)'I~mnn\rid'J:D nr 1~71.1Iow{>n'r" Wll~l1 thf!,~()ntrac~~ wp:rp
~rH-t-e~.np. ~he h~Q3.der,p3·tPnl51 rlzht ('lan~wng exchtdpd .frpm''J.hf''·tWnfra-ct
,pro'f'i~h)I)~~.TJi€'J~r?R,rI.f'r patflntri ght.i~ dall~\ W:l,~ norl~,only'W'h{'n,r'lfl:;r~t~thRt
it l~eth~E'rt~t }Io~t,nft~f> Mh",r~mn11 hl1l,;lnps!'Jcontrn('tornlltlvf",~et~1~<i911.r~,s~

--than,': they \V"f>TP, 1M ~t()'.',~:t'J*Wt.8nrl:n'i>~h:'hPP:"tll~~:t the'rC:lri,.~()rk.outa~m~re:
faJ~ol"a:ble"nnt.{'nt,__ R.~rn:,n~~rn,~~t lit ~hg ('Ori1plp.U~n~rt~p.;('o1'1t,l:'·nrr~.:. .: '.'
_.' rh..~re:trtnJnJn~,cl:tl{'~tth~,1 f',h nnl~ IniE~ .. to)'9{lre,~~; I~ "'1Vh:t,t',.(·fl.ll,G?Tlg:r('$~~jl,,?·9
'th~r~',l1,~,y~ ~lf~,n,'.nlIm~~.p~t~nt;,hil~~ ..·C()i1~:ld'e:~ .. ,atH:l: l'~y-i('lV'~n~ ','~1;pr;':~~p .,':te,~'rll'•

.~,(> :~.:rJ:11m~,1)J~f?XoTlt':Cl~"a,tl1)thf'r a.:rE> Oft(>lltff:hnlenlR:I1~;eomr>"'~~,':, ,fI'~RJ.l.v'.,~~w
for the fi"t time. the fncn. I. on one hUI. Thl~ hllI i. not perf""t. 1mt It will
rlrfWhl~ n.: U1~J()r::\till?ror{"tn(',tl t'm~ptf: eJ:l~tltl~ JIRt~ri,t:r{,~.113 t.6Tt~· 'Jl,r)d,' lr~ij~" ~,,:pr.~a d
hfl'~(r:l'"lt;snj:p~~r.f... T'. ('()~l~, :llpr~ .to{lay;~pn-s~ntl~.g'hQthth,~, ..4·~ll'prlcn~':A~~¥ffltt(l~
or ·,~.Wll.II .... I.tf.$~Jl r<'~:. '\()rJ1PJlnlp~" the,o~lY·,n .f.l'ttonnl. ()r~111~ntlrp'~~,. '~I11a.n-:r:e~,~a,~~9~
hn ~Nl.', :hH~lriE"~~!t.tI(I~ .81~·o 't~e ..Rtnnl1pr n.u~.trt~~..A~~Q<;lfl.ti(lT1o.~.· .• ~..-·w-·~,n-gl~Tld
(R nAX':I':r~~t~f' lii'~'i.rf:~l!~'~or1.8ol~,tIl~lIhn~lnp~$,,6~~~~l?-IVipT.t,IJ~·i~e.r ::p,,;, nOfh.~t
thp5:~::n~f~lntlnnl":f\r~~.ll'f>)}tml' th~·.l,lin. AdnlUnnaJIy. 1:'11· ¥~~nl~::tt;'f:lt J:n~~<~!~~:l:~~
U~~'}II,ll,,':'":l,~~lHlo~t-a, by fbe.smsU,B:nslr.esR Sct~ilce and "J."~h:lHjIo.gy '0("iQ:f(>tyJt~o'
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Further 5upport comes f~om both> th'e Patent Polley SUbcommlttee.nd the
Goyerumeut Jir"'iurement Subcommittee of the President's Domestlc Review of
IiidustriEii Innovation, These p,me18 of imsiness leaders have expliCitly rec- V
~mlitendp.~ _,UiRt.t-fie,,-_coirinier:cl~f':I1~ll_~'}lnf!:e.:r- __ g()Y!~,nme~~' _a~pp<Jtted _,;I'~sea,1~~~_
';liould he transterred to th'e private .ector, Tbey have Indicated that the
ilhplomenh>tlon of this r""ommenliatlon could bave a maJor Impact on Ind.,strial
i1lnovatfon . lsee the section' of' the Draft Report 011 Patent Policy iucluded as'
Apiieiidlx III to tbls statement)" , ' ,> '

'11.1. legislation has a brolid base of support both wltbin the Congres.' aud
among tbe Informed public; The opportunity for passage of a significant picee
,-'~~·:l)~~_}egislRtiOu}B,)i~,r~"J,.:11()pe-~~,u,-:~nl--~(Jt:iUJ10t1-1t~~1.1~~:tt'W:ill_i.ncr:~~;se
~lpm~~tlc -j~_l.JS.",ltUOW JD_o,l'e~ft'_~~tlve'use,bl,tecbno19gy" iIllprove'b4$in~~s oppor...
hlbltles~ alldberietit ou·r:ec~tl~DiY. '

ApPENDlX:'r: -:D,Rm::R.E~ORT'O~',PAtENTP6LICY
r~>:htl1r't -ne~ort_Of-tb~-_,Atl'V'1'8~r~"" _~u-'b_c~~:~ltt~f,o'n"P~t~nt",'arid,' 'Iri!ot;~a tl~rr(,P~lle1 'ot,.~:tbe
, . Aa~t:~o:rYCornIl1Jtt.~e, <m'I'ndustrltil', InnovflJloDe8ta~1lBhed 118 pa.r:~. ~l.theD,0tD~3Uepolic7

.~,,}~;.e:~lel'\~e,C'~,O!197~}',,:,: ,·.,'-;,c",::'" ,':" ...... :-:,. -'. ,', " •. :: , . ",::",.,'., .

'PJ:t()P08A,L', V~N'8~:'CO~JI'~~~'~~,)11~I!i~"'T(),.~VPfN'~[ENT~~tiPPOB'rF;[)·:~E.~,~~R~:H,

.,:,"":,' ",," ,',';', ,::' """:" ,".~":P,~~'I'E:,'~~T:9Jt;.·:, ", ,,', "'" ',',,: '. ,: ,', ",.­
The United States IIat"nt system Is deSIgned to stimulate the progress of the

\i~f?-ftl!,tj~ta'bY.eneQ'4:ra:g1n~:J)l~,::,'P1;1~ll¢,9-t~lo~u.t~,',?~-.new:" t~li;.P9.1QW:a.~~t'~a'liip~,:
available to the public new ,products and proeesses ntillzlng this techDlllogy. It is
not Iieee,ssary to go tlirongh the expenslve,'tilI1c,coll$uming procedure of obtaining
a,pabmt tl> fnlfill.the fnnction o( dlsclosi.lillinformation tl> the pUblfc, This can be
tl,ccompllshed by a simple pUblication, Oli t\le >other hand, the p:;tlent grant has
pIn;Vf!d' :all ,~~po~tti:~t·paI1;:~I1.~6nlJ:n~.rc~!t~~zing:.iny~nti()rH~~~{l:~ln:,?',uP.l\i:})l'oqlict~
available to the public, The l!'ederal Government does not normally participate in
tbi~::fUAQ9011~"":',:",-",.,":',.:, ,'.. ':"'. ,'",'" "~Co"

'The theory or the patent Ittfint Is to give the inrentor ,or hi. as.slgnee the excln­
sive r;ghts to his invention for a period of tlme so tbat he'can I"ve.t the tIme and
moneyneees~ary,~~,m~rc't8Jl?~tlleOiI1\1~ntil)nanddgvelop·a' marke·t·fo,rth'epriJ~l.
lIet{)~ 'pro~s~ inc()rp()rrltiJ:l~,tll~IJl.ventipp..,,'S!nce::~h.e'·g(lVernrnen~.l,8rlo,~ In ,Jh~
bU!5iness of d~~eioJ?.in1?,in'V~ptt()~,~fo~'~iru:lle'r~.ifl.tl~se,itllas ~o need JOown ,pat­
ents. On the other hand, the government is a substanHal user of produds an(\
f:er·l'iees ,and In thatcontextnee<is;or atJea~tean benefit· from, a Hcense to u~e
patents. . ,

Experience has sho\Vll thllt·tlle.gov~rJ1~etlt; a~ a]Jl~r€;ba.,~er Qr eon~llIil~r '.Q':f.·.~0OrlS
nndservlces, is not fn·a. posJt~onJo:~ake:8dra-nt8~e of its 'owlle,rS,l1I~'or paJe,rit~ to
pToQ1oteenteryrise. Pri.vat~':eompnnl~~~.Orl",~~£,.()tbl'rhand, .whoar~ in. n .tID~iti()n
tl) ntH ize thepnt~nt.gTn,ntar-e, 6:rdi tlarilY,UD'-w-HliJ1g:tot,a-ke:R' none:I:('lu~v(L, li('(.n~e
l1nd~r n· ~ove,rnmen!"owi1ed .patent ,~nd'e~m~itt~~·.ne<'~g8',rY'.f'11ndStod,t:>velop the
In\"entioD, since It bas no pr()t,ection.tl"Olll ~()tn~tiHon.TllisIs amnJorren~()n thnt
ol"erOO pe~cent of nU govP,r.ntllentpfltents,arenott1sed.A-not-berimportan~- r;f)n.~n
In that the government obtains patents on te<'hnology whioh, In the opinion of tile
prirnte Set>t;9r, dQf,s notptovidennnttrnetiJ"e"l>tl~ineS!f()PI!Ortllnl ty.

R£>veral Yenrs'~,~o, th,eFeder~l Cou.nrUtar Sdel1ee.andr:rec-bnolo~Sl~pportPrl
the mo~t thorollJ:h st:ud~' ev~r'~ndll('tE'4on'tJl(lol~~lle,(}f~o:v('r~~~rytfin!E'nt!'t,'c;'Ot;n­
monlyreft-rrp<ltORs, tbe 'Hatbrf<lge 'EI~mse .R('port. The followlng 'findiDg'swere
Included in the report:

··Governm.~ntblnle~rsl1ip,otpat~nts<wttl1,(ln,oft'e~of free P~lbltc use do~s not
n'lon~ resl~ltin ro,Al:~e"['cinllzn.tioIl()f' r$e~rch,:.-,1'"('sult-s;, ..

",A'low; 9~('r~11.. c,?~merctnl> l~,tiU.~i\troll' ,rnt~9f·~overntnent-~ene~~.t~.,iriv,e~.;,;
tlon~,hfls ..·"be~n'fl~lli~YE'rl: ... t}}.t1.t.·:·,r1;lt~',do.JtllJ~:~' "fiow«!~e1"~ .. 'wll~n ··('Q~tl'~ct'o~·: .·~Itll
comJ!l.er~inl. ,~n('krr:t:()Jlild, J)Ositi~ris .·~~re:'a·l:oWed' t$'. :J~eepe,~cltlsil"'e:~IJltPercinl
tJJ.!ht~.,tp,'.t,ll(loln,'t'(>,ittI.Qll~."<- ,,", .,', '. ',: ">',,:.' ~.'., " .. .... , ',d .. ,. •

.. 'WinMan profits' do not renult from' contractors retaining title tl) snob
•.n,~;(>i)'tJCl.n~·,: ':: ',',.,.-,.".'::.",:.':".';,."", ;' ...•. ,.' :.:':>:.:"' .: .. ' .' ..'., .• ,':., .• "

,~·J~tt:tl.e,C),r: po ,. ~:nJf~~In'Pe,t·ltt1"e)~~~t~nl:ted't:rorilcontrnc-tor. ()wn~r~lrill .or
1~l"en't-I,ons ,~nIJ~~, ..~ntr'a~tor~:' ~()rnniJly:,j,lcl'l1~~l~U('b te-cblloio~Y'i :lo,q, .w'b~re
Hl~r:~Jq:.n()t~:.n1tern,llt,it~ted~!'()'19~I~s,·w~re:'~.1·:~,~.-In_hl('~'),: '.. . .', : ."c.'

, Th" Idea that wllat,the government PfiVS for 1K>longs to the peopl<> I~ n"t onIv
appealing, It is true, The question Is: will,t inst,nunentalltles Ofin be, brought to

': ,-:--" :" ,.-, """", ',' ";'" :', " " .."" ':""" ',' ',; -- ,.' :""" '''' '" ,--:- '.,,' -- "', ,',,, """ " " " '---' --" .".' "
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'" ;, '\' ',::':;,';-" h ar' io nirtxlmlZ<' th~ po""lhlllfi~R thaI t11~ pt'Opl~ will Illd"",1 ha're avallahle Ihe
~ :~~l_I'~.t_!t<~~f,t~l:~(~-~o:\;(>r:~l_me)lt)f'~_Xllf~'l(nfl;J,~{'~? .x()lJfX(·II.Jf;ll~·f!_Uceil~:~S ",tp '~iHdev~l~

-, ~~l:i_~'~'~,l~'tJon:~"otr~,rE>(l,'~_}y'~ll~:'f,{O)~e,ttln~el~t,(:)t ,RllYont:'•. -lirl:~·-~ re~: -'ta-k~r~t~~'he-t~h-_~-rn !'r,l~t'()""n~rHllip,<?'tex'clll~rr~·, ll(t(>nR_l'~'()~' _~_lIJfi'~l E"nt" (lu,rn:~i?~ -Jl_~P -mllc:}1 .rDrfl"e'Uket\~
to:,:~,t,_t'rn~t lIW'<l~I(l-~P;~"llh~, tnl~t1t, :Il_€'eil~>fl,: tf,'~lla_ke" and-~a.r~~t ,',!ea::~_;_ptOdhc:t:;-f-,O
lD,~t('(nlf;lJll)~r_pe-~l~~,_ ,'< _,,_.'::-.-:,:-, ',',' :'.' ,",:' _', -' __ .:., >.~. :,: _._,,"','.

It'rb~ r""",lt" ot federally ~pon"9r"'l R&D do not r~aob Ib~ <'Oll"umer In Ib~
-f9:~-'!'~( ';li:Uit{il)J,¢" ,;b¢n~nlf{;,Jhe ,,' ~Q·~·,e,tn)ll{>hr ,h:IH~: not','COIllph.~~e(li!~' jh,I.', ,,~,n~I,·I!.~i4
lY()t.,,~~l. ,,~:'~o{)d: :~l~,,·.g~(~ '"of :t~,e:'"i:~::Jl:)nY~~~·::I1l()ll~r:.'Th~ri'~llttr:,e:t(·lt~rl~:,pt.t~~t~

. ¢(mf¢l'·rcit,b\·,fi,'PfH~Il~.:','or",n,ll,~,~chI~f\·,eo':l,i~~~~,e.lI!~.c'fr-::~ Il~~·en':t.: m~u' 'h~"th-e.·oiilr
in~nti"~:Jtrent,:~lio1t~11'"tO',:hl<1U~~,:t.i~Ef' :Jllte.~t.~~~,I~l:n:~ed.~ ,of?f '"d~l·pIOVl11~h.f:,'~n,{l
itlU:~~'~,tJ*It:0t-ll·tOtl1i,rts., ,.',~:W-·Ji·.~iin~~~IUl :l:~tiUz.ali~:Uls.: ot tll~rt>~ll.-lt~Pt:':~oY,:rn~
.Dl~llt;'~,PQ~isqred,t("~e'ili~C-~.wQ1l1cl ,:;l!H~:l.lr~': t hq t t.h:~:puht~c'1f()nl(1,rec~h;e,it~,'l}{'~.~fl~.~,in
!b~:wny:?fpro(lll~t~,llUUs~r:v:i¢es~ ~Oi~.JH~~;rtl()rl?,incpme,.. e~c.~f11e:('o~t O~'~;()ie~~l­
m:~,~l.: :fliil~jrig'~lllbe :rec()"",roo:'rrom, the'·ta,x¢s'Iil1i<l,~y }:he"\"',O;rke~g, ~-n{l, ~peit
c'oirij:Jnille~~", >., " ' .. ,' ',"""":':,".':,':,',':"':",<,,:, ';',"

~fllf·~~,f(ir~~.~J~u~e~eInl*,rS.·f)r:Jhi¥~~l:h~q~,mtt:ft;>e·r~(.)~m,f111l.t-l1ln~f~r.J1illg:"t~e:
. Jl~:t~(ll"·~:~'gll.tR:;Qn:~~e,.1"~SldtR ..,or::~~erUIUeiJt~'~.~~.~f?redreg.E.'itr,~h,t().-thef)~~Yat~fo{p('­
tQr..~~:r,~()nli-tle~lali~~liCitl •.·,~'~·.Jl;1e,,~~(>.·,o,t}i~~"prglt¥:,o!.prI\"Ette~~.t~~tor wO:tk
f51}()tl~or¢tJ:)~rJb~ 'J~()yeP:imerlt.; the~,.w~mh,~l"s,,()t •• ~,l)b· !:;Y1lf9ID·mltt~reC9mttlend t~fl:~,
H,.tle' .t~:,,:t.h~,. ;p~t~.I.1tR',.sh()~1~ ':',~P' ,t~ .tfl',~· .:.\In,i.y-.('r~lt~or .H'r,!Yflf€, CQtlt;1JI'fJl().r.'.'b~1 t ·soW~
JJr~ln:i)~t$ "f~t tq.e:~()V~l'i1~ent:lIIlQpl,d':hn!f,. ,4'rplll'eh4~:yigh t~",' ,,( l,;~;.:~~.{I!~.: the. ·.In··
"enlhlIi I" not bl;lng used mid It appear" ihat Ihere I" a I'nbllo nc...d 10 i,~ the '111­
,,~ntton. tb';'j;O"ernlU~llt would, 'ba,"" Ib~ right to Iran"ter pal' 'I rll(ht~' to Ih~~
In Ihe prl\"nte ~Ior wllling 10 n~ Ibt> I,n"enllon). Wilh lies"",,' to inventions
l1l!ltl~:'~Y:'.f{(),...:e1"nri1(>n,t,.·enWlo~,~~;ai:.~oY~rnfJi'~~~:-~X:~l1rre.·fii~.:~ldtcom'~·i,f~~:~~~.';
he... art' '<lI~hl",1 ahout equ.rlly ~tw""n th"",, who t,,~), Ibat fhe gl>v~mm~i>tem­
J)loYee'·~b{).1l1d'ha,~,~.litle'.to,.,lhf'f'Jyellt:t"?;n;''11':!1~···.fll{)Re·.~·bo.;~eel,t1Jat,~tlrh'·,in¥e,~f:i:{>n.9

I
~.b()ldd:be.t'rithsf~IT~(l t().fl-~:"f:n~~ne,nd,e~,f'''lg:n~~Q:¥ernll1~n.ttl~:~rg~'ni·zatro!lt:.~rbap'g
m()(l(>l~'.Rf~~l' the CO,nne-ctlcllt.1~r,~11~t.;,DevE'~opmell t:.,t?o~rii~Idn.' Qr .a'':lctif)~eti
to':th('P.riyate: .sec~or"ol' '. tran~f~r.it>:<l' to·tN~':'Pt:i·f'flte .s(>(!tf:lr,II1,:~oll1e,o~QerIr1~,J:l,n.er.
In nil oa"~s, the I':o~~rnm~ritwould, relain a nonexdn~l~p 1ic~n,~ io '''e lind h",-..1 ,:"",' '--' , " ',,',,', .• '.',' ,'",--: . ,"', '__ ':', ," .'., ,,',.', ' __ "',:', ":",,,",,"",,', ,;-':,,' "', '"" "', "',, '", ' ': ", '" ,
made· (orlt,s ll~ inv;entiQ,n~t~npd~-'in..wbc;*~:'O.rirr:pa.rt~bY:l;'pvernln.~t1tal,exppnse;

At the ,pres:~nt,.tim~~:th~~O,vt>~meJ]rlla~'~:lJortr?lio'~f,g?OOOJO,~~.OQO,une-x­
p~r<'d. p~ten:tB.,. Th~~,.·inc.lqde .IlJltentR,.R,~h~ingR~:a· .. reR\llt ..:ot:)~~~(>{lr~l1. ahd·.·· dev€'l()p~
Dlent work ,ingQve,rmue,nt labo~at()ri~;'b!g'Oyern~e,nt~X!1pl,OYef>~~apcf aJ~o:trom
wor~·. donf?"llynon~S'il~ernmeqt~lllploFgE.'~ ',~b{lreirl·.t.lle:'gQVprninE.'nt·relaluNltitle
because it:fnnded.the .W9rk.In ';fi~Rl ,197fl~2;6JnJ)lltentsrssuf><l:totheg()\7ecrn-
ment!'J~·.of,'W~kh1.~24 were for Inrentio9Rhy :gp~(i·r~'Jll~~t,eJ!ll}lOyees.,.' _~,.

Con~ide~:hl,esnms- of IDf)fiE-yare.inToh-fd.1n'go:,·,ernJilen t oP"~ tehfO'Yner~hlp.' the
pntent h~l(lgetR of. thevarj0t19.,~ove.rnmentng~ndeA"hlclu~i~~·tJm(ltngfor,J?atent
nttome:v~..suPIXlttinf{ smff,,~nd· ..~u}pmE-~to:h('j.Flr( in,the:.:r:tI,i111on~··o:r d()llt:irs.

Our infoTrna:f-loll ;in "IieateRthat,tlJ~.t;Jlft~ Sfnte~gOY~~11~pntb$~bet"nt11ing
inE'3'~f~R o.ra;ooo l~nlrl dRtElte~'pntentapplieritron~per ..Ytiilr-•. ~'hieh· nmo\lnt$/ t.o
nO}lrl?ximntE>-ly 3.Pf'reel.i ot:,the tota.l .. workloarl.tn the Unite~l };tateA PnJpnt finel
Trademark omC'(>. A:d~j·~sion'no-t to, fHe:'plltent 'applh~:lti0t1S on l}{'half'~f the
~oY(,l'nmf>nt,would TNHllt ,rn,~be-':PTO:hn'fing.aTana~le ,3:p£>r{'fnt ofit~tntnl
~apnhl1ily Ibat could he <1t.1< t<'d to r<'ducinl': the haoklol: In Ihp PTO and handlinA"
~p{'('in,lpr()hl~mn that hRv,~,jleE'tl('rE'at~dbYt-hpnew:relssu('pr()~r-amllndthe
aT1ti.~iJ)~t~d J"E'ex~.mtnl.\.ti~~,proeedtl~~~.. In,'a:ddition•. tbls,.d~fsf?n· wOJl~(lsan~ ,th~
thue- ot~o"~rn(l1'~llt~pa,tE'nt~tforn,~y:St·~~I,onbr,mal,1.Y pr~Pllre .-an<l'pro.s.ecute the
pntE'll.t nJlpli~'fltion~and ·u:aE'.'('ostl:Jf'liaving, patent .~I~pU<,ati'O~~prRlln'1·Pfl.bya:ttor"
nE'Y~inpr.f1'"at~.praeUce., Ti~.e'~nttmo.ney tb,ns sav,e<i£onld be.'utHi~ed to provide
n(>,E'(lp(l'sP~i¢~,~·~n'ot~p~area:s '()t-th~~9v~rnm~l:l,t.

Aocordinl: to tbl!! ~nhcommltl~'s proposal". Ihe <led,lon to fil~ a pat~nt appIJ­
("~,tion.~·fttl!d.~,.~~dp hy ·th"",11,~lvers,it:Y.'()r~~n.tr:net9.r:iqth~tcn,~t::,o.t.i~'r,eh~i.or(~
m(l'd.~:hr'~()V~'tnDlE'ntemfll{).~~~,~t,g?Tel'nlllP~t'e~nt'Il:~" tl1e -d~lsl()n·tl;),fiI~~ml1d
l~. ~fldeby,·tlle, ':E'liiJ)J()'-M;:'i~ '~.~:, w~r~,Jo' .-r~tn:in litlE'.or,'b~· .. :th~ In(le'~lld~n t· n?n':
I':owrnmelllul organization (Bllgl':~st~d allon'), whlo" would oblaln tltl~ to Ibe
p.n::t~l1t,;':',.·,:::, .",",,':> ..•., .. :','.:':, .. :::",:".,' ..... '-'.: ":::''''>'''' .. ",'".,

The ""licommlttee rl'{'o,mlZ<'s th~ argument lb~t t\1e 'gov~rnm~nt appli~s fOl"
P,l)J~Jltftto,:,pr~~r~eH~ "ri!!'ht 'lo,)nstjtl1:~ean,interffre~('t'.~'lth .• 1lRt(l-n t ,'J;lnpM~~ltion~
t:~()jnthe.:,rfitl':n.te ~~or,:·--Ho.~evpr.s')~h,':ltlt~r,f~,ren,c~s,~r¢<1l ',:y~ry·'rJ,t,r~~'~~"rl~t>n~e
u#~~r .• pr~Hf"i1~~ta~ti~es; ·Furth~.!"~91'e" ;~s~~l:m~hwent 'o! ,pr-l0f. h:rven.t~olI'~Y the
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li'Q~~rnment would genernllr. cotistItut~ a <1~fe.Dse'.ln an InfrlDlfement snit on the
h.ll~~~::9~':,~_rlpr:tnvecpt.i,pnr, ·t:dQr:lrl\'~~tl(lti -n:u~:r'}10t ,',be: ':an:1f~e<it1~te- defense. __ in'
H):-;~~~~~\Vll~r~_,tp.e 'gQterpl#~D t-li~8,notie4u~~tJl~,nl'~~rttiOh.- t():,pT:~et"ice,'~~:hn8.i
10r good reasoDs, kept the Invention secret; Bpeeinlleli!slatlon may be required

"4:<>. ptovldS'adequate' p'roteetion to permit royalty-tree government Me In sneh
lns.lnnees. ;' .. .,.

"APPENDIX II: GOVERNMF.KT PATENT POLICY STUDY, }'Il<AL REPOaT, YOWME I

,(By Harbi'idge House, I~c., Boston, Mass..)

PR~ACE

In October 1963 atier 18 months ot Intensive Interagency dellberations. the
:::ete~l~~1):t:lss~ed"_~.:.,~e;mo~n~um:,~md'"Stnte~~I?t'::~f::~Qv~r~nl_~lll':::g~~e~t::p()u,c;:.
'Tne Polley established. for ,!lbe Ilrst time, basic criteria to guide all exeeutl've
<Iei>llrtments alJ(1 a·gend"; not 'otherwise goverDed .bY 'Bt.atnte In allocating rights
H>..lri'·~~~lPll~_'~age:,:lnlder:,gove~rn~.I1t_·~fl~::_;8i,I~lf?~.tJ:1l~~;-',?~,4!-':_;_J?~1~./~~.·8
\'le,,'OO as a 'Ilfst attempt to establish a central rationale t{)r allneating patent
rli:hf. go.vernment-wlde in aceor\loance witb the publie Interest. . . ,
'.~"*~ Qf'.l:~:,'n~~ess.:-t,i.tt~ ..th~,',g~t~once~",?~·i~~v~~n~~n~ap~:ip(l.tl,~'1"f, ()'V:~r

the ·o!nb.jeet. the President provided for contiDulilg eval~tlon.ot tbe Polley t{)

determlhe the'·need· for Tev1810n. ID DllCembet 1965; the Federal Council estlib­
llshed 'the Committee ()n Government Patent POlicy, 'to elt,alDlne the prl,nclples
established bv ·the Polie" and their etrect OD ·the pub-lie hiterest. The Colllinittee,
eomprlsed ot"pol:ICY level officials frow the R&D sPODSoriDg a~eDcies represented
on tM Federal Conneil and represeDtatives ot the Departments ot 8tate. and
Juj;t1ee. tirst 'identifled th!, Msic polley qnestlons underlying the PresldeDt·"
Memorandum. It determiDed tWit three questions represented the fundamental
po~ic~ i'.!),.'i-lies ,:::'" ,:.c,"., ," ,',. ',' ,,",.:,'...,: ...',:". ''''. ",'

H) What ell'eet does patent polley ha\'e On Indnstry paTtiCipation ID govern-
ment R~D-'.Il~o~:JjtDls? ." ,,', ", ' """. ",',','.',',.:,'~:

(i1) What ell'''''t does pMent polley bave on the commercial ntlll~ati/)D ot
gon·rnmeJ]t-~nonsoretl.1i;l:ventio~$,t" ','" . ',: " ",' " ,,:,,":. ,.

(Ill) ADd what etreet dries potent policy !lave on bnslaess competition In
~ommeI'C~.l.tna'rke~s·?

In CoJ1Side~ing•• a'lVay.' to '~'x8111Ine:the~u~~?l1SIJt-~nclll(I~tluJ"t"a"~tU(iy
(.'ontractwoul,d.~est,eol~~and a~al:rze ttie: Jlec~.i-y,itatiL~D,~ePt¢rilPer' 1~.
the Com~itt,~~ommi!~sto~~,Harhr~dg·.e,'~ou.setA).~~\t.dY.,t~'~p~~fc~,qn~sti{ms'~
topr~parer~ports,which' wOl.ld: (iJ> l1eJp te~ttl1~~ff~t.sof.~lt~:r:n~tiye Patent
polieie~; (Ii): lead to"nffinna,t·i{)n orr-ed~ion()f,.tb,e'rr(>Sj'~.:~rit:'s:r()lj~yor'~,~qist
infor:mubi~iIlg··11sefl1llegis}at ion ;~rid(i-I~).•. ,~u,sef.l1Jto}~x~·t,lti,ve"departm¢llt.s
and8ge~cies;.IJl ,ndIllinlsterinrr· Jt0Ternment·wide])OUt'Y, Wliether 'estalJlished by
Con.greS8ort~eEx.ec1ltive''Br1\n~h. . .. .. .. .'

:~'beae(:oJ;l1p<myjn~;:final ,Ij'port 8:nd:Jhree, re~reb r:{':porl$ d~Hbe-th'e~t~<!y
finding~ ..yol~.~~ I· sumIIlurlzesflndingson thet.hr.er :~1-!~Jql1~don~,\~OJl~ell
reports, f)~9u~sU.on Qn.~tbe~treot:o'f,])ftt~~~.pr .••. y ~n,.in.~l1strY,particlp.ation
jn~Qvern,~lell~,r~~rch nn9devel.opment ,pro~aiAs~V()luw~'IIl.t~po~·onone,
as~torQ~l~,~t1on 'I'wo-~e ·e,ff9rtsQ~··Ej_i.¢ht, fede~l·.ag{>,n'rl~ .t():.Ilr?Illote:~~·
mf'-rcial unHzationot:~v~rnment~spOn®~e(11n'"~IltJoxis.AndY61umeIV :re,r>0tL'l
o~Q\leg.trpmr 'I'wound rl'4r~tbeen-:E>ct.6fpitt~n,t'policyoouHHzntion· or
-gl)\"~rnme1lt -bl)()IlS0re4.· in"entio~~iUI~' 'InL';ln(>ss'(,'O,l?:{letiUon~

BlJM;:tifA"JiYAc:XI> A,XA:LTSISOF·.riitDlXGS

A~ '!:f.I!'~::I/(j,bj~Cti,?!P~. ~'~:irtJ.'p prQ~t_1r"

'l'h~,·. prl.iPtl.~·· :.p:iJ_~P9,!re .Q~ ",the )~:nrllrld~r'.':lIhli§~st~y., --h~4 l~h"Jo', p.r~T'I4~
~q'·f'-rtIrue.nt·po~'i:£,y .m~'~~rS,~·ith.: ,(lrtr.t~, .t.o "~'"'l1hL~ te.the ,effoot:~,·~.{1~~:9.tgOv(>rr¢lent
l~nJ(>~:~ ,~ol~('Y.in .. ~dl;i.e:vt.IJg ,1'9llc:y ohjf?lf!fh~f'~.1.'hestl~~t'.$g:ug.lit :an~~~ers. t(f: t.~~
}~ls~c~,91~~tton!i" wl~i(..h~m~~tlie ·.tb~.,g{)veM1lP¢nt·$ obJec.liYe~ .cO'n~J;nitig~:tent$
.~~i!!~llJ~ ,?J1.~p( gH~~rnU1entc()lltracts: "'. -' :,. .', ....• : .. :, ,.':,:.'. . ".'.....•... "', ....:... .,",:':',':'

(.1) . How p,*" pat.ent 1",lIey atrect ~ommerdal utilization ot government-
f11)Q:~r~:(u"~'"tJ1l:~'ltlo~s? ..... . •.... ,. "" •.. '<, '- <>. ,''-:,':,:.,,:, .,' ....• .:':,'0,:,',:: . .

fin lIow dQPB patent polley atred btl.sliles. C&lIlpetltlon hi commercial
in.~r~ets'?' " .... . .... '.." ". .... .... . ".'" ,'. .,' '-", '.,.

.;~." ,
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. ',~:FCti::¢~,.;~:ry,m~'i1t.~P:f',i:!_~1~8:,otbeJ" OtllftD .·;oQP,A~¢,,:,ti,np, ~,.t\:'s,AIl'~, ,nfl,tc,ri.tifr~,~ll~:rt:,;m
,:lJ"l::i::~,: :f(),1,:':Rll:~f"r~" ,lnl;'1J1(1,i'fl, <h~(,fln ~~'of '.the· fl;t;na,U'!lllOlbpr o!patenfs .... fS-SllW on fn,"en UO!1!J
,ot':thtl:8~':'f!:~p,n~I,f'J1:~riJ:n!!)7',fti'Ht"lS),~~; ...•.. ,.' .. : .. '" , ...• :, ' ,,' .' .• ,,:, , ', : .. :. ' .

':: .. Je~r,t'~~' oJ~)fe q~~s~t0D;.ri~Jr~l!, a__~e hlClu,«le~ lJ,1a,D:~p.Il~.Jl~.l~,t~fthll!Jreport

(iii) How dlli'R pilJent l>olky arr""t partidllation or contractors In the gov­
'e't:_n,!il{'J.t·S__rE'se:rrclll1lf{ld_~~~,loprt1_~lltpro~B~a-tIl~·('-', _":-:-' ..', __":,' _"'-.", .

,A,:,' tll~'e~nJ),il~e', _,st'l~r' -~.ffprt:,,~ya.g_,_l~nde,rt,I),~pn, '"to, ,an~w~r"", th,e~,~: q~,estl.()~,~:-'I*:
J>b~'5:~,,',:oj"'eo;; e:x:i:~,t_1 n¢_~atR-,~wl~: lcntJI,er~l, ,to, deterl?lJl~ .:\~·ll,~t _:~~l.~vnnt, .tnfQtpll.lY?I1
~~ns'nlr'(m~-~ ~yaU~ill,f"'J:lhn-~fwo<:,(~u~i!ded ~f"n,uti,nzatlf)nAtieS;~It:>tl~Jr~':~lit'TE'Y:
tQ",-:J;~:~'b~r"~hrOt1d _~_ir,X)~;:'gew,' dnt~, {~n', ,11, .,lar:ge', ,S1J~ple:',Q~,:,«?~e~m~ent~,~.ppn~on~d,
l~t~rf~f(~llt:f;'"A:J:r<1;,~hA~_thr~ ,i~\~l'·t'd'·cHf>~f.ltUtl~E'~,nf,'lnveil:U.o~q.,an~~:c>nt~¢~,or,~
J,Il" thei :~'ltUizuUn.n.:·,g,lJ'b~e~.t() d~~elflPa"f'lll'e;r und-ersta,nding Qf,t~~"et:r~:J:,~f
~tent pOlicy 011 them.

','J:'I~e ',~rsf'jl,lj:tl$p:·nJf():I~~d,'Jour:,!,(lP:irafe",tila~g~.-,A.•,."tE!t~'~11re,¥~,r~p,,:~,aR~o,n,­
'duC:te<I'~ <tefei-nli'n~, whnte~lstln~" d~it:a: :,~"(>re,' nYfl11a,ble '.?fl;:t.ll~""S~~~,y,,qu~~tion~.
In.' nddi tJf}tl~ ,t~.tf.'e' :re~~r~l(t~sk,f:,',~~er~c()fl<lltt~~l:'Wi'~}jill:,ft,Q,~erriTen~"p~~lvtUM
to Ii) determine the promotional prol;rnms of eight government agencies; (ll)

'rel'ie~,:'rep,orted,~'ns~ll~('es, otJnd:ilstr~ 'll~.iln,~io;n,'of" r.~!n~:tj():pa;ptJ~ipI(te "',bl
pro~rams of the Depnrtment of Interior and the r\atlonal Institutes of Bealtll
(»HI}' ror ~reasons relating to 'patents: and Oh) examine-rOO contractor NA!<):'

, ,wn.J~~r',:rf<l.,~,ests",t(),',deter~~J:le ",the: :,i)~h1~ ,:'t~r :\}·aJY~.rs,,~,t,:pa,t~,nt;' :~iJl:~:-'~~-l1~~'" Vy
XASA. These tasks. ui'efnl In themselves. also llrovlded llackground lufonnn-t!:." Incondnctlng phases two and three of tM s\udy;' " ' ,

!,Jl,J,~lP:·,,-~,rrip~~~#,$~, ot,tlt~: "stH(1;t".:'··~,()mnll'l~(~ln.-l .... nNl:,i~~,:t-.t~~~' ()~·:~ll.';ov~~,n';lI1p.ht:
8pQ,n~or:¢'<liq:~HtiC:>1l#.J).a tef1~«:,(ll.n 1957::Rn4 ,1!;l-fl2~:"~~J;Ef. f?lll'1"~~~(J t"p'r9~~*:~1l1.-e.~HPI1"
Jlnir~s,;::'tb' ..:~nthe.~~ata. ,gt:t,:utJIiz8,tinn ,'tl'nd', l:i?~m~l,h~ ..••(ir'~,1:8rJ:!e,,:~I},,~,st-ntlsti-.eA-lIr
fignitlca.llt '~OllJl'nt:,p~t~nfs~,·.,A: ..,hv().,ye'~r .. ~~IlJpl{!: :':~,a~ 'se.1~t.~·~". tq>,e.I!:~,1~i~ .'(i~~;a'ifl~t
,1Jifi.f:'Jn,:pat~nt~is;Slle<l,irl]l.'~'V~~ ~~$ir~,:a~t1~:·.tlle,':~~,fl'F~:~'95:'1'~J,l,~~~:~~:·#';~f,~':::c~~~q
t(JtltI()~,~t:u)~l¥h: ,titne tfjr$a'~pl~Inve~ti.o11~.Jq.·h,~ ':f\PP:!if'~'CQmw~r,~iiu~IY:.',f\t~~'O:1Ig~),
t~e··.sll;,plpl~·.J)re"d~tp$.th:¢"·cU'r~(>)'lf.,.p()U~~"()staNj~he4:'br,·t,h:~'·,I{e~,p,¢,9:Y,~~E!~Qr~,I1~'~j~..
of 19~".p~t~1lt-,r,iJthtsi!l15fi'rl1pl'e ill~'e~ t.fo~s'werea-Il~c~tf?d,.in d rffpr~tl~t,,':W~l~Slu~(l"\r
Yll,riouR pro~fl.ms. makinglf I)()ssible tOJ)roject'ther~stlltsofth~stJ.]~Y,'in.terIiiS
O(:(,I,hr~l1tp?Hcy~:,', ,:,' .' -' '" .' ">""", ,"",: --' '., "',

,:QJ.]~.~t~:9I1h'n:i'res,onen,,('h Jnl"eptfo? ,trere "sen~ t(rorg~'nizatil)n~,w~,f~Ji:a,,~velQPfd
tfi~t:rl,l·egll~(n~~!i.'wb.et:tte'rt~~:,('o:ritra('tor(Yrth~ ,~ov~,rnnWtlt<1:'e,tftinecl"tjtl:e.,,~j:mil~r
qlj("s.tf.?npal:re~wel",~a-iso~ent,~()-:tirm~'Yhiehrpf£ne~tNil~('e,n!.;~~to }myer-iun~nr­
ownpl:l'i tl,v~riti(ms,', oWhether .' deoyf.'loped 11ndercontracts,'o,n:, fT!:g{)v,erlltllt'DtJfi!;wrn:'
to,ri~9 Jo,~~pnre.e:~ndi.tfmi~ ...·u l1(ler Which" Inyent-fol1,s·. ~li~ht. he: ll~e,d,,,,,it}l,,fllHt,
~i~ho~t, ~?,~I~l~ive~fgbts.,BQt!llncluded questioIl~' on the~,~i,z-~'an(l ,b1J~hi.es~'ol"i~·
entflti:9!l: ''Of,th'~: :r~sp<>tider,:, .~11~ 'lla ture'.·of :tpe .·1n~ennon:;, t he>:,ro~e ft .:plilre~',:tIl:Jt~
~on]Il1'~r~in1-.Jl$e;,the'spe'~•.. with. ~lll('hit,wns~apr)}ied:,::,.tl1e·.ty~'an~·.,Iln.:t~1Ut:o(
privflfeflln,ds ,i!1\"'psfeclin applYin~'H ;·the sales. atfrillUtah:le~o the' iIln~nfion'r:the
pX,t(>~t'to~'1lieh it,waS,Rvailable f,oT and resllItedinltct?-n~~shy.patentee,; and
the, r¢asons:,f0J:"' nonut~li7.atiOl) .wl,1ere .it ,was·."Ilot,'J1s.t''d c?mro:.ereIn,lly.:.

91Ws-tlo~nairer~~po-nses,,"erer~~pi ved oIl ,ntlo,IIt60,Pel"('e~t,pfth'e,,~iltllPlpin­
~fnt.i()nsand~"ere;nnaly~ed to d('t~rminE' the ,PfitterIlsof ntilization. a,J1:d,tlw:effE>ct
of pn fPIlt. iightsnndotherfactorson, comIllerJ>i111n~e-!.,l{cfC'nsiJlgnmlbus~:nessc,nn~­
pe-tltion..The dll ta were .nlsoused to select n-reas for caseresenrch ,inpha~etllree­

ofthi~'~tlldY~
T1;J,e('nse,,~{'spnrchin .~hn,~ ·~hree~nthe,rec1.rri()r¢·drtailt>(1,daJn'oJ). selMt~d" ~~v­

PTJlmpl)t contrnctor~ nndiIl,,~nti9ns to "llnderstnnqll('tt~r.th~: fnctors',~hi¢h,coll­
f,ro1 d~lsI6nsto utilizegcl'\"ert:l;Jnent~spo nsnre'Q i n'fenti(m·~.,th('t1 ~i Ifilfitioil ,:J11:"(lf'P~~.
tlJe ejf~('t. ()t •. ntf.lized inventions on, .bnsih£>sScOrnpet~tionRn(l tlie, fa~:to~_,~tl'(>('t­
iJlgwHUn:p1,~&~ of contT~:ctoTst:opnrtielpnt("iq~o'rern,ll)ent·~p.onsor~dR'&Dllro~
grAmS. F;,yeJ~roUPsQfcflsestudieRWeree()~(luc,ted:' <', .. ... ....,: ..
'(I )··TI\·~ntY~l),~':bigllnn~llt"!,w utilizers ·of, 'sample Inventions were·.·i,nterl"iewe(l
t-o:(J~t.e,rJtlln~t!lp' reflson!:>fq~.tlIeirprrf()rrn*n("p~ . .. .' ,,'. ... ' -, ".-:',' ..'

(jJ) .\11 samlll~ inventions of T\-A. and the Dj>partment or Al;rlenlture am!
IJ,l,tt'r19r 1Y,(lor:eJpvfistlgrtted", to' d~terniitie,'th~' eff~t, Qf,3~~I)~r'<tllis~ibn,''On i~~en.
tiol) llUliz.1,tiuIl,,,,,,:,,,', ',':, " ,,: '-;.,':' . :,::,,":',) ,,',":f"'<~:), ,,'c, : ,:.' ,

Jll.i). ,R{xt~n, ~l1r~tI9nRl::in~:' ... nnnprrflt. in~t~tnfion~, 're,pr~~{>nu~~,a.,':(:l"PSS·~!'l~~
tloU"ot:,'1\J~ ~ -tj":pe~, ,an{l:f)f~~~.o~,(\r~Il'i2:atf{)U wer.elrttf?l·Yig~~~,.-.to, d,e.teTIIlil:t~ wLat
rolr",tijrr:,' p'l~~In pr9~ot,tll~ ,'1Ulizntio'~pf~f~yer:nllH?-nt~!q10tJ:~~r,~dl~Yt:'~HOIl,~.. , .. '

~ot~) J\ll"~fI~'ple hlv~l1-ti{)Il~ il'l'rQln~d ITliI1f~ft1~~ll1~nt s111t~'were inve~,tig~tell tn
identify what effect tliey have on huslness competition: - , ' ,
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/~; i'~ J'.!llir "
.. r I (v) .Xn I!irlll,t~i sh~{lY iilvoivh.:; the ;"edidnnl H,en'i,try prograin or XIIJ
\, .•.ai was pl?rformed .to det"rmine th" effeet or patont polley on volu~tnry Industry

~artiyt_p~ti?n-/~_~-A_~~1':_9~ili'2Altl~~--e~rhe r~'~1l1ts'J)~5b;e~~v~~~~~~~--~l"O.blT~IIl•.'e. Effter or do~Cr1!"ient patent policy 01/. ~ommercial "tiiiiiition
-~~;~f,~" ·,~J.~~i'. stlj>~r-_-', ~O~I1;,~Jt)-:~1l $~~r~- __t.~, ,·sP'fer~t't.:.Ret .. _ll~~e~_tf ~;n_s,~?~_Cf~ ~J1tng ',c,omm~ ICclal

'ntltlt,~tio~~PJ!-'~o"er~:nV->-llt ~SJJQP50~ed,'JJlt'~ll:t~~)Jl.S' _,_i\mo~H',tl~,~~e,:w~~e:.', .,' •­
-l,tf:~'un&~:~'''·,~,_nt -cl~C!i~J])st~n.ce~:ba.ye __-gQye_:rnplent_:-lpl'~Ilti9,n,s,l.leen'::~l:ti}J~d ?
(iI) Uo,,- important h.w" ""eluslv" patent rights been In promoth,g Weil:' Use

'''':~'9Jlq~~:r£,'~t 'ri~j.t~'_ ()tb_~t;-:,;t;n~top~:-, 8lH}h, ,us cnliitket~_p~tel1ti.al, ·.:PI'-l():r··exp~rien,~ ',an,4:!"
;~;q)9~n'~',of'Pft~~,~¢;i~:\",e$fI:n~n,t-r,e,qplteg?". ,'", .'. """:,, ,',:',', ." ,:<.:., .... :,.:":,,,.:,,~:, ,"':: ." .',.',:':"..',,'

lUi) Un'dor what conditions has utill?.ntlon h"on optlmiz"d by govornm"nt
·~'Wn~r~h-in,·9,f",pa.t~pts?,nr.~(}ntr~,ct~r,:?wne;~hlp,()f,'pate·i1t.s1

(iV'Y ..:Ht)~·~~hst~rtti~'\1 'prjya,~~.,i:~\"Pstme:ntbeen ..r~uired to ..•.derf!lOp,'go:ve.J:1finpti,~ ..
'Sli9'l~,~r~d:J~~~{'n-tl~1J!S f~rr.'op;1IP:~rC!ia~-lis~,?,:",:' . "'", '." ,:':, . ...:, ."
:-~,,:·fYJ',·J;l~~'.SUqll"inl"e$tI#e~t::be~I1:,~nade,,~h.e~.:e·veryo~e.... b~-S,:· .been'""fr:~(( t?:~·lse':. ,tbe'
lit.ventJon?· .. .
·,"~,~'f'~~lli(.'ftl~t~,r~',,~,e~e'·':fQl~~(l;'~p,'hRV~'.·nn.:hnpor:ta~,~,·b.~l1t':ltlg .. ~n;'fh'e,'a-l1:~~¢rs, t()

"~li~$~,:ClIJ~~t:i?~lS.',!hp,;t!Jt~ii(l~(l.q~e;~,of··the·,8fltrljll~,:,hw~nJI()ns.w~re",!Oll~:d':to",:~li~ea.
p~lti:l'il"ry/~[~,~t·;()C~:'tll¢Ji-"coJ;hm~rclnl.,P?t~lJ,tltil:..Th:~i,t:int~p~:e~'~s~s,lJP: tn.r~'j<~e~e
·(~t:e:t~l'!!f:>(l:h,r,'Jll~ J~~-J),,"h)1~~'~~Tl:s"9f .. ttl,e,,sr()n!io:ri~tf~~veru~~p:t,tlgenct~f);',()?~~
tl~,e:-'ill'1'{'lit~,~n'"w'8S':,d~iel~n~~o'\$ever~1,,:fn~tQrs :·\\~.~r,~,'f()l1nd. ,to':~ff~t,J'p'¢lr,,'~~~'p:a~
\lS,~.j'~':::C;~~'D},~'~~~~J 'l1}al'~~~$~th~iex:t~,~t .(),f .the:"m,~;t~r:,t,:~~m!lP(l,~p.r:)Jr(ic:l,l1~t~,etll...
•,,~~}:~;ig,,'~:~,~m..;, t1f~':(l~#tf'~:?r:~;~{),motJo*hf. ~OV~1,'~tt1~Jlt,.n'~{rn~res,· ~I,~'iCJ:l.:~o,n~()~~'~'
tb~nJ:,:#.J:j;~§i¥~.,'~f:'pri~~,-t(;i In'~~=:~:~~n t E~,ulr{>d,tC?··'ilpnl~. ·:thE!'~lt~e J):f-lql",~~~~l~,Q'~,e
*n~:'{lt~itll!!~'J()~~:rd'~#):l·ot~'t:ib'n'O~,.:()r~a~ll~ati.oI1~','tllnt"~~Ve,l:0P~'·llH~lll~,:'~J;l~··:~1t~'
ttve",of'"p*:t-¢llt·,l"i.gbl$'aVfill~l)le, t~:p~oteet .·the 'user'S'. insestineJlf' 'ttl" bli·ngttlg: th~,
.nyeJ)t~()~.S,t9')1l,ar~·~i-~:·:"",: ", .' ',', '.';.' :.< .. ' ,.:',:",,:,', "

w~(>!:;e,faeft?rs'?,:1:\7e,h~d' . tbEf 'f()lIo~'ing llet:,effect,'ou uti11zflUon.,:of:,:!3~,IQple
inVfontfqns: ,'".",' ,i,<':'-', , ",:, . ",:: ,....

9f,2,~()"2~' '('ontrnt:t()r__ ,iCll-'~~entlpl1~in, ,the two :::arripl~',y'ea:r'sfor ,which infoI:ni=i'tion
wn f<'RVnila,hle •. 251'were: ll~E!'[~:',('o.mlllerd'iln~·.

,]:'wo J.~undl:~d .\~·ere,ufilize(l, lJ~' 'i lidu~tri~lcmitrtl{'lors· ~lIHl'aU~ut··'se,ve-D:wer~
(rwn~ 'by,them. ,T\Tent~~~f'ix,f)f'tJH"Se: ,y~r~util,izecl'oy:'tbE:"i.r,licen,f;;e-eF:","..~' ,.'

Ai1.ad,d.itionnl .51. inv,elltion',sn.otutilizeQ' by:contrllctors w~re 'lItiHzpcI., h~' tryRtr
licensee-s.Ten of tbese,-i:uYentlons,,:ereowned hV,educatio.nal and ,nonprofit
iDsHtllt~ons."" .' .'",.' .' ~ '.. ', ",:

Fifty.;fi\"epla-yeda critical role in the: commercialproduds in~bIch'they w¢te
uS,ed., ' '''''' "... ,'" , '. '.. . '

Anhlltt.wore!5~Jt.edfrm:l,DOpcoDtract~..' .."
The,§~ud;Y:llso'reYie,\\'~~(k126go,l"prnment·ownecl im·,entlons fr()nl all,st)urees.

in~~(}u~e,un~.,e~ntra~tl)r.,patpnt{'fl,in1957 andl~,6~,for~'hicha lice~se:,:~tlsissu~~

to. other ...fi.rIn~' ·.otber·.··th"n,n, .. -.tf.e '"lti,"enFllg, .contractor... ~en of12~ ..lnw'nli()n~' WE're
rejmr!(>d ,~lspd h~ :sorn~50 li('~n~f'es.. UtIlization is concentt"utf'cl in·.!'VA. a-nd,c:-\,gri­
cnlt-uJ'e inl'ellti()l1S, whi,c,h, 3('-count for 'GO percent of the utilized pnt~I.lts and:!)(\
J;el"("",n~,f:)rtb.ec·pnllll('rc,~nlit~E'-rs~ .... . . '. , . ' . : "', .' '. ..... >: . :,~,

)le'll,suI':e,(l'in,,~al"'s,__ c()~llmf>r(>fnl u,tiHzntion of the inventions studied nOlohnted
t(,') ,~6~6'~illio~ t.hrOlfgb,e:alemlar ~'e:lr,19Rf},:

$4W-Illnli~rl'''''e'~e,l:ln,~~s,,hy~n'J1tl'act0l"s whoowneo,tbe in"e-nttons.
$:!lO'mnli.cl}wf':-ren,lR~,'tty:n()~)(>~C'1,usiYe"J:?,~er~:1l1(>~}rli~ensprR.
An:hht,$271,9QP,:o:t'coJ1t:r:Hctor.sfilt's·~yere'.from,D()1)inventlon~~
~nl~,·()f':,:in\·elltionsol'i()th w.itll .. nnd without exclu'!:,i,erights., werehNlvily'~on,;;

,ce-ntrn!~din"af~\Y~ll1J~ilt&:,.' . '.' . .' """.';':'.",
~"t!~r('el,~to(~0-tltNtc.t(Jr,s,n:lfs:,,,'p{'-retJ:tJ~',in~~.ntion',pI nYi'd .~: e.riUeal:p)]~· ,ai"~

attrihyitn,Ijle __t() ~.'":e:p.nt,ent,s,til,:' l~l~'fi~ Ins, pi. t;ra11:si-:"lor5, -- vn:cuu,mJ,ubes,l'um~riea1
COI~.E(),I,(le\·,it~~:j("n~n,p,l1tet,~.:~n(r~lls,t,urhj,llee,ll1;in,~:;~ . "'. , ' ',', ,.-, 'c,', .,'

':r\,IJ,O,':lt:,l.t:n,J {,tl~~ .' ~:~JeSi.,:,:of.)t'c~n~e£'~,~e alt:ri~Jllt;\ble-to three' 't'{ltE'nts' ~","'" the
mnllli~~v~il'r,~:()f;tlO,~~-to~fl1rli:,es:.,;",' ,>, . .'<, ..'. 'c',',':',".'" :::::., '
, ~tll~I;¥,: 'In~~~nH,)n~', t-pn (,:w(',r~.· tl~p(l' c,on\Ill~.r('ln Uy :fm~n,d'iul<:k,:npt:tili-qtt()n "in
thfrr·,f';ohinip,rd::11,-i·s.e~.·~<\::11!1~~t.OIJP~1~lj:r!'l,::~H're__nppUe~lh,Y" tllf>11DJ~a:'.pnt~ntnHpiica,.
tio,~"'''~lls :,~l~." n11,9 .Rl'lllo~t, t)V().,thi, r.d~ 'w~r~,,;ip 1J5(>' .",hen fl'J)~~ ~:11 t .JS~:tl ('d;

~'.'~ler()t;,-tfistr\'~nen.tn111~:.tl1e,:spee(1: ~~' ,~ti:lf~llti()n.lR .. Prio);". ~p,~rjen~,~ •.. ~'f·r:~itid
u(i,I,~z~R'l~(:}ll,-'$ dc>flIled:,fl~ o~ljrrtJl~ .,,!,ithin, th't"E'erPaT~ ()! flJlJllie~ttQ',,-!or,:~'n~tpnt.
~nfn'::fi,~,',}"~,;\l·Uh.. ~>':i~(\.t:ien('e.:\glli.E·X(>(l r:flHi"fJ" llU li,~fltion .. fr\"'erSO. 11erc~ nt' ot,th~.,(lIQ~'
4;9.~])n:;.re'~l:,,;,jl:b:bnlttblJ,t fQr.t.ll'm~ ::\~'ith{Jut~ . .

;0··"· ,,,:,._;;: , ,'. ",' .:'~"" .- ". ,
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The 1Ji1~ of ~6feih~enl/l;;dCoi\iinevdalwork within a tit;" also ha~ ~n Iin­
portlint ettetf.,~·lim"ltlthe middle rang~of gO.-efilmenl acUvlly (~O to 80 per&nt

-¢~;~·:f,>~T_ell:~<Y.1.,Jj;;f'IJ'~:')-'-",~,se' _lh-r~n'tr;o.~~',mu("~_ lnqre ---q,~,lc~ly,fJ:lan cO'llipa,lJiea -pr~
dOlh_i:~O~titl:~"I_n,~IJn~,t,ip:~':-~,n'~'(>cr+!~l:b,rthe:}~Q\~e:t-n_U1ent>I!1-a_r:k~~,'; ..,--",', _,' ",.: '" ,', ,_'::','-",-

Of."l,-t'.,J.:(J.;c,t"ijt:(l9~riirti:'iJuff()_~':(i~tl :r?1n::J11~i'ri;!~lp-9trn_:tJal_nf'idnIP.1f,(~~rn,tf'!~_~_~n
fi'H~t(J t!(w:;4T~p-_':~l1,'Dl(SS~~~-~~, t.ll~,RJ>t)~:~orh~~;,~ov:ernment -:fl~e.ti(o_r_: ~i\~r~u!'1d
t()~_Ul \'~:'~f~H ~i~1'efr~t, -C!rl-the:'_corri-Jil~r('~ ii, rltlmJ l_ca,I,Hl~-¥ '0t,:the $anlpl{" jn-n~Il ti_()n~;
Tlff>,pel,m,rHli~_~u-t_/~t'~>eftl,ri~~.:'~A:,~'~',n'r1():'A~::('\ll(,(,Oll~lt~d ,for,,8~rn~' ,'f)(),,~r,~n,:t?~_
~,l,t'f,*:nct~,h'r~~n r(~I,l"Jl'I1~::tll'o~:thll,;~r ~S':'Ji:ere~nt,,~r, ,the ,p~tert~'{lti-~in~:<~:l1il~r;(!?~.
tinl"tf-li'i, tb~, '·f:'llr~, ':u,nc~,~F,st~(r~~,~,~,"~-hO «?llS,,'col' tlre<l 'hy'thpR(', lli:J.tent~,,~"t'~~'d~~i~£"(J
;~ni~t,{)l~~':Un~'.ieq,i~,I:~~m;~ts:?~" thp~eJI'gpn,cl~~ ta'th(>~,tlllllt ~lIUi~l1ri~a,i,I1'
tll,p,g,r~nt'll'~JpMt:t'bt'Cll.~~,~,:,,'''~hfC'l,rJ"·om~,~rc:t,~,l:il'i)Plh·~,tJ~~~,.t~lgr~f~1"~."w{>re_,~$pc:
t l~ lit ", ll' 'hy",prQ~l'l~f~"" 9t',It.?¥efn'lil"'il~n 1:, 11~,~R !;In(j ,',de~n(l(>(!:,la'r4::f',Y ',: 911, '('(),In('~d:f\~tIlJ
(l,'·(lrl11~,t.e~ w, >p~ ~tn""T:t1rieJ}t,,~, J1(~,'.¢o~ Ill~r~IIt,~: ,req'lJ,rru:1rrft'ft11n~~.,t)~'(>,r__fOI~rft'!rt
of',lhe"tea0mr,((dtan~.:, I~f ',:r~-~lK)n,~e'~~:'"as':mo~~t IJllPflrtRllt, ,l~ ,ll()lll~I,'n',i'?Jit-iq~" of'
,R~ttinle,hl-rf":rt,ii,Ollfl-,~flqJ('·,to:tl(~ir'll:~Jt{'(1.....~m,lmpr(olfll, pot~Jltinl;Thi.s}n}m.·tr~,Y
n lP:l,S,'.res 'thej t '.,l:nlue,· :f~r .ths:i.T'~nteJ1·de(l .11~P,;' .hlt t .~i 111 plr',Jn (1.1('fl'!rg tl1'P.,',(>1r~t,: ('It
(u."~r~h~~~"l)ptw~~ "op(>~alint; ..r~niliTeilieDtRort~,le :go¥(>.rn,rlwl~{ifn ~,¢l\"ill:l :il,,IIf?rrli
'h1:,~r:mJ1J~r('~~r~,~,~~,-ers~,:,:::" __,:,,;",, "', :,':',';, '., ,':,;" ",' ,: ,: ':""./',C:-";'::

On 111.. otbl'r hurid. remmevolal In.-entlon with nh:nlftoant "mI7.nllon were
RP1HI~,~' ,t,he,'1)1l1~jltlfot111,~~e ,-~:it(>n;~I.{>,~:: i-n. t'hti,ftpl,fl';. or, .t'~:f,lIft,I,s,t~,ri;. "xarn,l,~ rn'!J~l"I~~9;
rtl1Hl~,r,J~~f -~~tl~~~:,.A~,~,jC~,;,':r.(j~P~ltt'-fs ;n"I1~" g~l~,t,urhln~ 'enafn~s~',Yt·b~n·t~~~'~9"
'"8nr)~,r,ri:tiInif~i':Hd;Q,\"~,r:lrip:,'d_~~,:~~J'fJ,t.',.'·;"""" . ",::,", '. ' ',:,:,,',:,:,', ,',:', ,,': ,:,'"

Tne MiniM hiwntlOlilf'of otber-llll'pnolon-;llIoh an the Deparlmpnt. of .!Il'vloul­
tp r~~:'"ry((j'nJr~lor~:n~~,j(;Ii\~~",,:,.~Y~ rptajgltliqr~(>,,~:~ ~(i,f0 (.~ ,',j II,!l,I':,r~~Ja:~nl~ rtf,~r(> f1e<·t'"
1:11J:J~,~' :('JYJ.U:~' P'.~~l¢nt~.t~,?~\ .?'t,~:Il,~J,l':~~Hrrl'i, S~J?~IR; ..··.·81n'cg.; il~o~t; "Q(tllE~ .Altri~-UtlllP~
n:n~J:'t\~1:,n,~r),,:pr:~~rB,~n~q'PX~>~~YJ.u,c'i'p~..'ip.~'o.iiSf; th{>snnl:JlJp;Jl1e.\~,~ed"ff>~,-tn;~~,,~7'

, '~if)ns:,d~\"'~1~~,·~Y:::\~~~rH·,:'~,CQtltt9,~,';:pt(}~-n,!U~,~, Hoiy~!~~(:tllr~~:~~'J:"~:::sU,PI.I~I!Ie'l!~l
"·Ifih···. inc'~nu"¥":'·bft.~PJI:i,n~ ..··:t(~r',':~~I,t~:· .Jhp,, __ :~~~,n{'I,i"~: ... JITn,nt~:,:,·lil;~.n~jh.',,;~\ll\,t~~J
W~~ .','l~ed, '('f)n~:ln'~~~~;~ Hx~: '~~r~:;,,~~~'(l' ::,tflth~v.t -:~:t~lu~i \'e"pl(~r:lit," 'I;,iJ~-llt~. ·'r-lll~'~~:l1~ .
lnrgt>l.t:nttriJ)iltn:ll,N,:f,(}Jnr~,fA~tbI'1J: t'11e,en~n~,p.:r:{'11rlriri:pnt~:ti:f)?(I(;th~"i'Wr~nt~,nn,~.
gil()t1 llOf'Pn:H~,~:::flrtI1nm~ "O.r:,;lh~lt HR(>~nm!.~tlffklf'tlt, ',~m'~rflln~,nt(ll~y("rQPlm",Jll,,o~
t liP ,hl~ention~,·.to',~.llo~th~ir (',~tp,r)~p,I"~i'l\l.fen~il,li-lity, .:. :~ot,\':itl~Rt''1lldJfl~:the .('f)Ul',":
m~r('11l1. 'p.')tpnUnl,.Of .f:h,PRP ... ,'2'ov~rntilr,nt.·hl\~gntl(ln~", .n~Nj("y,':;p~?lnoti,nI.l "wit~rin
Inlillst",ry wn~hni)(lttnn,f .,hl.aph:!,~~~mt utnl'W~f:on ··of .A.gtienlll1T(>, nnd,TV~\p';tt:£>ryt;o1
l'('(:nH~~Qf ,HlP" nffil, ,~o. ,<:01l'",i ,n.ee:· 't1r:Ol~' ,nfth~.i r ('onlUIPr,ehil:T'n,lll(>c .In .' ~Pi'('r~J
i ll~t'l1 n('(>M... nt i IfzIn~ fi rJl)~ .IWllu{recl~IO~·uW'1RtJrE". nfp:Hf'nt:P.rotf'l·ti~nbs,de'·E'loJl:"
fn~, :})tltt'ntuh1~ :h~pr(l"'Plllr~t, ,t():,'tb~'~,~\~fininent i:nl"fntinn~. '.. ',: '." ,' , ' ,. .:

T1V,o(·:n~.s.~~ :I:)r,~orllinnJNl. 'l':l.<',!l:se: '" \rhJ'rp:: 'tile, inl"{,Iltion~()f':'thp!-"le:":n:~E"I}('le~ld,i'«J
not fiC'l:l:i,t"'"t- :('(lDJl1lP'r~·,i:l:l'UliII~Uon.,lAl(·k 'of .,fun tpchnknl.«1('vc1.opuy>;n.t ntth~
l'u\"pntJons, .W:JlH,nlPJIU~,~t.frp(:llI,f'rit.Slnd :ImP'1rtant.Xo mnrki?t nPftI ~I:lle ,toth~
roruJ)lp,xlty ,orthf",in."PIIt:lon;-H~hl~h{'o~t ('o~lpnrpd wUh othrrnlPthM~ot th~
n ~nilnhillt~ot". n}()rpprl1~licnl ,oltf"rt18th'PR, .·wn!'l~wrontI inh~portnn"~.'UI~

1"rohnhl~thJ.ltJ';flinpmpn!olur€'.of eX'~'ltl~iy("rightl'lmf~h-t h:l\"f'" eJWfJl1ra~(>tl prirnr~
t\:rm~: tf) ,Nlmplefe- 't~linie,ul ~f"l"(>l'{)nment.nfl'0tnein \·~ntin!):'oi· .nritflllb~' den~ln.~.tJ
hy~:hf':go"er:!rnJ€,n~ ,whl'r~aueqlrnte dellUlud ('xist('(lto wnke .thf'm' nttrl1ctin'
In'·f'stmg,nt,OJllJOr.t,\lillt,if'c!ll; '.. : ..... ' . .. ... ....-- ... , ,-'"

TJ}p.n&nJ)..o)ir~~s,of, J~'f:'X'llndlnt('~I~r. illHstrn.t~ .still ,a~()fl,l,er("trf'd:of
n\i~f.llon:orlutili~tlt?n,.'11IPprog~n:lns:ofth(':-p ·two'ng('nde~ .n tt'.orlt-nfM. to (~il"iH3n
Ilt'('(ls. hut hl,t:ll~nY,n~l~t~~-n-,rt'~I,lr('('t('dyJwn,rll b!l~lt'rntll('rt"hnH npnHl>tl
rt'R PIl rdJ.TI,u' :,':ftlnJl!,Eo" ~n_y~pti,~J1R: H~nt' 'l.l_n,'~t·"r~~ ntt (~d fromt h pi r .. :",nrk'h 1'\"(> . not•
rqr, t hp,nmst, Jl1V"t.'hffH ':~u:r:nrl~)nflY'(h'rf,'1,n~~,t,ol Iro'\"t:' ."t !1t>ir('f.llHuwrc·i'III,l"nlu('.
l~()n·t·VPr.Hh ,?111i:l.· Ht..lr,"Jnp:~J}l~O~S .··I't'il,~li, lhllt,~tnJ:~' .inl)ro'~rn,m~ .li~(> '''"llh',r.(1pfl:~H,;:·
n~ti(,,rt,.~lcl~ ,Jnf'lJ~l~,~-1. <>llrlulsfr,y.broB,~l'9,fnm~r(·inl ,utHizat~0I:1.('O~lh.I,rp8~,Ollnbty
I~, JU1UclIID tt:'d,I)('('~-us~.· ott~(", .·!'it.rongpotl'ntinl .. demand r(fr('mnn~gr:~l,al·lnuM"':l: ~
tioO!~in:,th~·~etlt',htfl,.' ,"""':",',:,,', ... .. __' .'- -"'.

f,2) ,Prft"att:' :d,(,:t~N~JfJt!('ni'{'f)Rt,~;~ In"tQrn1fl,Uon,on :prJva t.~ .,d~'ff'1,orm:rh.t,,~!4t ,9
,fe'l1JlrPd, .t~),ni)ptr:"HA,~I~le i:!l,·("'n t:I:()tl,!J: C~~l~f',r:CIll,l]y, W,R',R: Rom~wh~t,',~k¢t~1i:Y,d 11PJ~.
,I J~Pt'l~e,nt ..•'h·e, ~m,pt'~:nnd,tJlll:~ll,ftc,l~ntin·~ :natlJ,rpof thp dn t n.-, -I~11t"t:IJ,('.-tpfpJ:',~nJI9U
~"U~~r('(l: ft~lOw.~l" Nt~Jll-O(,"n n.t'.,,~ •.tf:~renl~~R, ...~"t'lH~:t:r) )('ft.,?! CO:-itt;t· ~n~llrr('d::nll" ·.,I)nl)~'
-orl,p~H;p~J:·,i,nl'~;",dJ()~l~?:I:~~Uh,E.'J:fl1J~I''":f>,,·rl,-gl:l't~;o\V,n('1't ..hy, thp..· ~'()'nt1ill,<::to:rl~~'i1i-z(>~,,·· .. ln
i)J,~JOHt:flll·,gft~~,')'(;'~i~di',,~IJt~,'~An·,q~l~mtt"d,:$,gency.·.·hlnmtio~s·.·.,(,"'l:lb,·.ilonf'~clll~i're
.i'('f't1,"9""O,WJltd'":,I~,Y<l~:E"",l~Jlli¥,I"~):.,," .': ,::","',. . .. '. .':>- .,":,"'. "<::,,'. :

IIT:i ...,..t(·JI)_~·'m:bhf'~t:,W:~~,:llfn-¥nr .C'r.'!ct'I)!:rri t.:~tl J~., t~hnlrnl~~v,~lon~l?i:rt- '.-' ,i>t
nOD Inwi]l\ons. .'lit)··.lx' nnd elght·tenth. (5G$) }ler""nt of }lrl.-ate dollnrs weve
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..penfor:u~'~I<ipm"htcompared' wllh 22.7 pe~~nt f(frprodnctr~lI facilitle. alld
:aR'~;'~r~f1t""fol"'lil~'rk~tlng,IJlr'-p~Qdud~::'J~",:c~~~:~r~~t~,,(Inly:- 21~J ,~f-;~nl":o(., pr~ vll~-e
.j~v,e's,f~~~)t wll:~_r-:E'!Iulreti:·fpr :t~llr!lcn~ ',(J,(>'~(>J:o()til_e nt 'of .C'ltlH~!1~a:l;eiJcv 'Jn~~nt~o IH~_
whll" 5.2.2 percent was "!>Cnl oli pr<ldoctlon' faeUUi•• and 26.7" percent ·on·
Jil~1'ketlng. . ." .

The dala conflrms·lhe relaUon.hlps obser.ed abo.e betw~n agency R&D qlllr
81on::~~~,cohlml"relal::J)()t~ntJol,'()"$·n'n.lpt_~,I,n.:ye~,'tion~,.(jJ.vH:ian8geiJ(J!'fn\;fn,;lpn~•
•,9,;~~n~~1: ,~r~_ ~·.Jo~:r:, t~ t;Ont~n'~~~l~ll.r,?,(h.jpt~_ w.l~t;'n_~()r.irrinl¢nt :der~loJ~~,~nt,if.l
cQiD.j:)lelir,:thJ1u. '~i'~-"B9[): In_~~enlio'W·:_Th1Jg;U8~~~:_otgi\·:illan, g"g~nC1' i!1~eli~lon$'ae­
sume I":'. fllla'ncial risks In applying I!>em Ihan n.sers of nOD Inventlons. TW"

;~;m~. n,lt;~"fithlA' ,flU ,', t Il~-t~t'~r{'~~~(,)~' .f1nlt'J~t;, l~,rt~t~~, !011',t~l~ t' ~_JVi r, ~1~1;1,~l~Il n,s-htrJuf>pu;;, ;
tiye,ti:)"llt,il'l~t:io~.AlJ;,othpr_ fn~t()rs'h~lh,g',ef!tiiiJ~_IJl;h,~~,p~~t~tJ?[l~'ii'~e(i,u:l,r~d ,~,·,pitre
tb~l,:t~hnlc~.Jgostg,an~:t'I_n~~cl~:~'i$1i8_iar~ :_{:'r_f.'~,~rth?~,l\·h~:re:th(>t~r~. n(Jt~

'(3;)'Pa tent, ",rig'~tJt; ,~Il_ il1l'Ctlt{i-rJr 'JQ,Cp,rn,Plf-"fi9I,,~tiF:za:t:ion~~Tht>Rt~i;ly ,data,
.!>ow I!>at· palent rlRMs play wldply dlfferpnt role. hi I!>e !>n.lnp•• affairs of
~r,$~nlzllU~,nJJ,lnt lIP:,~t1lple~Th~A_11Jl,'f:~t :~I;stl~le(l()ll:~CU'~' l)ft~'~I1':p(1 u("1iliOnnl

_:,Iln,~', n~tlProtlt:,:,f~_tlttlti:~_nR.,q~: tljt>', onP:}l1,1 ~~-.-w,~o 'cnt~,o,r):Jr nclli",,·t>,Jltilfzaff6n of
::..t,.ht>l,r lti\"~ntl()n~ -I,Y::JJ:~f.'n~i~g,()l~(lr:~'~, •.11~,1(l'1,ntltJ8rl1,nl':pr.l1lH~ion,th-€!, oichpr.: 'tho"ran
PiY~J,f~te'.11H'li,~J,ipl1::,U~rO\1,g4:~i'r(>('~"p~~.,:,tf~Ig:,~,:i'~ll,s:,I1J.~~.' :,:"'.,';, ',' ":', '."",',',' '.' , ". , ",:,~

'~: J·{f;J"~r~~JO!l~rl~· ·~t.istHtitfon'a, ,[n,"ln~:"p~8t"II"~'\~~,,'~,il.~rpi~~,~():r.~.,~.ncrrn~' ~iHI
pubU.Mng t!>e resnlt. ot IheJr res.nn·h tlIan wIt!> promoting PIItenls 'Ihat may
~~1.~P'ttVPl,-lot::"'r0dtlYi~~\'f~,v~r;'~c~l~rC.I,~,\\·UI~,':11,1 r*~\~9t.~,r:l):~,t>.nt, J:'~('n.r~ 1).,pr6~t:4 m,s
aN> hlklng Rrenter Interest In ·thelr l>nllen.t jJ<>rlfolio. and nre s~klng throug!> a
Y~,rlety,pr-~let.lJlR :to ~lromote thplll,' t~~;I~9p~h, ,Uc.~I1.~_"wil~,hl(Jl~str:r'." ?,ortJ}ro,~~, ­
~~8,rchQrm~:.~ls9::rle-w l~.t;11"':'P~.t~f):!,~,n~:~a,l>O;teilHalrY·4~f((1l1, •. ~~'f:'(·~";,9~ln,~,Ql~
,.nd,acth·~1:r".s.~~,·to'1iC(in~e'9,t~t~~;' ~,ll"llB'th ,Cli~S.":'~"II,~ :-i~n:ellH{)ll'Iirl~'$,t,.tr~·~(intl,Y
fl ri§e. ,rr~io·l)fl:~r~·, r.efif:.llrcfi'~,lldr(.{l,'uJ:~".:~~by~n,nH,:l'Jl.fly:tlJe,:.'q ~l'.e"~~1D~n~ ... :Qetf},~~
re,acldtlg tlle"slagf.' 'where'thE"Y. n-rec<ipltper(!blp~:";llseru-[ ;:some;:lIi{>.ll:~fure or'~~:~
clusif'e.ri~ht~., 8,PIl:t?srs '{1~~s.":,a ry· .. t() p:lot(rnt¢': lle~nseeS~oto:. l:n""es,t.· in, Hi~:·,~.:)l~*\
~t'ees.~ry:.tocornnlt:'r<'ln~izeth~.pinven~lon!{; 'Yll,pr.r. the hJs~ltuti9n'lJa$uu: ~ctf~e
1?romot'?nnl, pr()~rnm ,:: nnd. '.l~~ ,go"etpmeflt,h~~.,n(}l,e•. ,cornni,~rci~f .lh-U!~tlon
wc:Jt.)l(tapp~~.r:to)lf" PNmlOfpd:,JilQrt>,. ettrcti:vE'~:y.:.hY-Pf'rUlUJilli. th~ .in~titu-tion.tn
retnJn ('XClll$:fYe:rH~hts:J\·h(>re.~hls,-.:is,n()t"8C!.'m9r.e.fndh~i,?unl~lna'lY!'lf91S·tIeMM
to ~,et'('rmh,Ie,\\·,h,at'~llQ('at~on9:!ri¢h,t~ w()tll~best.. tost~,r util~zntlon.

1I1,dnst.ri,nlA~k. in f'he~n~lj)lep~'n('(>lj,Ifiering"·~ight~.on tne, l1t;!ed for ~xcJu5i,"e
rl~ht!;lnU~~l1~.go\"Pr:nrn{:\nfinv('ntion~., 'At,on~ ;(>:ctrt"me,wf-'~~fi,rm9",llO.ff'i.V
llen,·II;y on .pnt('nt,rl~h.ts.. to .fl'~tnhII'~~ t':~elr· proprIet~rY ..~iJ.lol1; in ·.C'ODlrher-<'fal
~tlrketsnnd'w~l~l(i. hesItate to,iIll·pR,t)n:nq.invE>:ntJ(}Il. ,tJl.'which th~y ('otdd . not
obt,ain ('xclush'e rl~llts. At t~lP ,:(l~l1e.I\:u·,er~:firms·so ('"ofJ1plptE'ly. In thE"f'0,~e-rnmE"nt

m'arket tllnt tJIPrnttncry. Hn]<> or· n,O,i.mp()rtanC(> t()p.att>nt right~for commercial
'purpo~(>s~ In hetwe-en, we:re ·tl'rms: f~r. whom' pn.tf>ntsprot'i-de n yurlf>tv. offnN"n..
tiv~ .. Th'eo nature nod jmportan('eofth~seh)(~('ntl,·~.to··fi~UlS ·in .lhp· sample are
outH IlN1 .hf'lcnr".

AI-ark ot.)ntE'T,~fln.Jlnt~nf~·,,·ns'(.hnrrlct~r~~tt('or.~~m~·rE'~nrc>h.Ori('ntNl"n~cl
Iilnnnr~{'tllrlulttlrrnRthat .dn nprPI~)Jl'(l('rnn-ce~o.rth(>iJ;,J:m~i'n{'$s.III the. ~o\"f'rn"
mf'.nt npr.o~fln~, n~(l d(·f(>n~. ,m~rk(>fl'l .. X'odp~lrpt() ("XJlRfl(1.1nto· rornrnerri:tl
rnnrketR and no ...rn~hnnlf'm. for'th'e<'f?.mm("ITin)izn:Uon.o! lrl~"pn.tl()~s:,\,"prf" fjotE"d.
When th~etlrms,·ohtnin Jmrpnt~ •.· thp11". sole p~lrpose is Tr('()l;uHlou .. wHhin the
colllp,nnyof ,t~Jmil',"n-l comr~.·tN}('f>."." .....•... ,,:'.., .. ",,:', .»"./:

In .userondt:roup, of firmsl)l1let:'t~ WE"rp~N"Q",.,nrY·to~ro~d:t~h-nitnl.ft',~<iI:;:
R.lfttli"tA't>me:n,t ('on'rlwlE>",e-.e: :In .ntn i nl:tlnJn~,tnelr.,nO~H f-{)u .tIl ('Qmm~:T('i,nt'l!l"t1.rJ).E>tR;'
.Ji'lrms. ~xpr(>ss-:iriJ:.·tl1i!"lnVJt~l.t'f." to,"'n:r41 'f'*.ten ts~'"".('~.~~nerytHY, ,mnnufn("tlIrer~· or­
COIllPlex .s;\""fdems .. nn~l.tf'{·hni(',nl.· ..I~roctU('N~ •.·.R~ICh ..ns· ~1~r8,rt~.;f~t..... ,Pllc:ln~. ~In~
eut;.·'T.~. or('oillnllmlentlon,se'c,I:llfpnwnt•.:Altho}H?·hn's'n1uth ;is.. 75pt>rC'i",nf of t~~iT ,.' .
"~i4tl~: mnyl~~lT('o(·ttO. HlP }w\'(>r!1t11,pllt. ,th(>~ t1,r~!l f'r~'~l~lP,f:lJly,~ll ~imll~ r }IT<ld·
l1rt~, :to('('II1lI11pr("itIl,mn~k.pt~;l,lll"ef}t,fon~ ,d(".\~~l()re<I· d.n.rln::t~,f2",'("om·~, or lL~D
8ct'~¥ltlp.,· .·JNlo to .. t~~ ,nux,Hi,n rr.(~()nl.JlfIn("l~t~ nn)I... ~Jlluz\'flt(',:,~"'· :olf'"n:('r~IJlent{lJ flu·
pr't1;vpm~Tlt-Rto t;~e~~ ~l~·,prO~tl(,~." Th~~~p:, lJIvpntl.rfl,s,~r(> ~~~, ;t~ IrIlp(Jr(tl Ilt,tot-tu'$e'
co'nl;m'n.~~ jn '~'~Htrrl~lln,~:"fI'.f.'s'()r~'i'llJ,fI~.nfw·'rr()(lt1~t~ .. f) ~. ;'1:1;1".th~: h::l~1('el1lrlnE'(l.rln~
in:~,n n,~pll)f"n tnn,d'prO~11f:tl,:6n<!~:Pfi,h,Plt,Y'::o t, Ul,E",~ I:rn,..~pwhl~ll~ ,n,'!11';111\'~lltl()~~,R,'~
t:.tt~1JlOr8~:~ ·:lr ,proflHC't·. il'JO~-!~gl1 tJqhR '~~r,t rTH>W ,m(}(I(>l~ .,,·I,th,. lin 't",('onFfd·(>~~tIon
;!1·~~~.fI' to t:hpprnrf>Cit.Q.!ro,!J't-t':(.fl)lr 'ph tf.~nt.' rfL':~Jfl. r ~i llJr' .,!ll~"·:tdfn'. 't9> pnllf\n~(\
n,~,nrt:,~,rrf:'rwntlf-eJ.:;l;rr~n.r:9'r,n:R',m.nre IrUpor,fnnt t~H~-n a-s:s~lflng-tlu~t:tP~OOtfl"
pa!1r.-o:,,"n$.tbp';'ex~lusly~~h:th~,'toJ]'se';H.· " .' ,

-'"



',.,,"':

1M

AillIrd grqtlp,,,t flrm~ iielie\-~ ihat corPotl1i<iowlli'r,;hlp ot p~te~l~ otr~ril
. _tl_(~:tJ~llII~i-~_Ji~,:~e~~lg~.:';b,?th_,hl' tli~-__ '~n.i'~,:etI·';;titt~:~;,nd~ab_rQilfl'.ftlt_tol~,*h:,,;o~rl~r~Iltp
9rS()~~t~~I~~,~1~:Ii'f:rf~,~~l~~ Pll'~e~ttlli~~,~J.!-Jl'U4-J)t~\,Iif~s,trn'<1,in~:'~at:e_ri,,:l~:f~r,c:rOsg~
1:f~.n~~~~Itl):c~ll1)~e:ti Hie, Q-r,pt's~-()~t1erl'ie,i)~_()fa; _~{J.;~rtri_h;O,\\_·~v,~r.A-fi:f;l'irrer~ulslte
fOl;_rl'~lV,:p:ro4;~j~t'~,e~'elopnl~tl~_~:::n'r~lil9ve~Y:,:.-J,l)i~Or---ffl7t:or-;~l:)mP1iF~'-_wIth, tua'tke:~ ­
~o~~'hl~r:~Hq~I~_a_~d'oIh\·~tm~QtrM~Jre,~~en~s,if~So~i~:[eQ -lvlfll -CQmlil'e~c1-[l,U1.a (ion
()t,tJl~.:~Jl-\~~lftJ.?_n~·#,<)I:litn¢~lo _~o_v~rn.ip-e9t,_wteflt J)Qlio/,~)3J: _1ltr~tflrms.-',;iri,: J~ll~

. ,s~,tr~~y:-~Y ,c~:uflIIJg; ,th¢II1,' ,to" l1~oos,e",~().r~ ','£ilXr,!:llUy',t.tl ~:'llre:as_,. i;n<i\-hl(',11 :th.f.>Y ~~ri?
'ritl.',~~':~'o,:'" nll~,~r-t{l~t~·go\:et_n,'ln~nt"i~~{"il.fcl:l.; .,'Ffl,C~·:'ts:_(t,h' ','th~, "'po:i:$::~~Hltyofhpl,Jl;,
l1nnlfl(&,tg()1Jfill.~tul,~': ~~',p.itf~~t~:~~~t,~l~I,r,l~p;,tb~!ie'r,rnl~,w:n:;f':r:p·flJse "~o' ('pntra~t
In" 're~~a~g~"flre~:8:,t~!'at:~o:Hlg:lnlp'~1,I"",:tlle!~,_BfleFntl?nnltt.~~lhility •• :,' ",' ,' .. ,' ,":

~\ tou rU~:g~?,~,p'<'ot":~ttn~i;.acl~.~,:~lr,:s~~:(}~:~er:~lti:f:>'~(catt'nti;~ tq, ~.~tl1hH,~h." '(1 rid'
Jna,iu,tn inpt(),prf(~tllT:V, llO~,i (-l~n~·, 1-11'Il~,W- ,,' t~-eh~(;)J:o~i~R~;'lls, ~\\"~JI :n~ ,'irrt:"Ryrnlh;h~
l)rodll,et'~;r~:Is_, l~rvar"t:~hJ.r", }l?\V~Y~l".,:~s:~irrin;y·s;-'Q~ln~'i'k~t.p.<?teritlnl Jmd·:'~()rpornte.
i:l1·'-e_~,Jmellt'rNlU i~E'~~nt~.:'ll~te-r~irl¢ ,w~,:~('h,JI~(Hl~~~ ,'~iE'n:~.;,.ri'r~'cle\·~l~h<'cL: ',fhe
t~lal{(,11p .:?f :'tlje"p.~t(>rlt, •. I)()r(f(j\ld'. ,riJen·~ ... in,{l~c~rt e' t~~·. {lir~,t}o~' "f?r,;pro,~ ..~l(?t •. (l("t:el,"
,om,llent .in; :qr.~~r;:~()stFP~l?:thfn ,pr~~rl~:~:i:~;v :~~Hi,?llSi hn.t(l~y~lQ:Dtp~~t f~' ro~,~l~-.

, tf;~~,\"p.r; •. '\ni~l~.rlll~('~.:~l,ely .. r~C!llu~.~ .•.pat~nt :prot~,tiqQ ..:ij:J, ,fl\"fll'tnhIt:>..;:\.:'~h~~n-~f>.. rn
gOY~PH~e.itt"~:lf¢y.·tr?~.,lfc.en~e'r.I;:llt~:tO' :t.,J~le",.rJ!!l).~~.·~ouM.·JlrnJt,... t~~'.fWY'f>·rn~·
.~ ~~rn~-,~)l(j~~,o r,PO' '.~&D· .· .•~etl~: ft;y ··,9f:.·flr'lTlR, .-hl,thl~;('n-t('gQry,llee4lJs:~,1:t,'l}O~l;,!)Ap:<!OI1'"
,1lJ~t ..•.~:,itJr,C()nlll~lllY-:.HJ~n~QrN .: r~~fl,rc Ii',n~tl"l~I,~~~ ,;('0~~~q~t: ,()Pp<>,l'tJln,lt.l.t>.~:,""(~ iI-Ie!
h;~,~;v:nm,~~'~ot1.'n~Jt1diYld,U~l.b~uds;nnd~:· .•.•~~n:)~n.~,cn~~s.· .t~~·,~o\"~rI}1rl~ot'Qli~ht
l}e )~~tn.s.~,~·;:,.,.-, .. ,: ,':.'" ',: ,': '.' ';", "",:.'.< .','::,: ',.'::::'; .. ',.,:".:.:,' "". ,:', ;"',

A flftb "roup or firms r~~"ril P'ltent rl~bl~ n. eR.enllnl to thplr ""~Ines.~n"th-I·
tJ~~:~:n(l,.,n,r~:~n:retll1, .to'fi~ot<l. '¢~;r~.rn}n~,rt;t:.~~rt1:rn,~:Q~"r,rn,t}~~t$ ,ov~:r,'p~Iir~~i'fI\,():f
i':n,f"i':t1tjo.l1,~•. ~h('lt:pOIlcI~f{~tl~~:I1Y:Jea:~t~J~~l,~,nt~·:Oh~:'o'(·t~o:',b~~'~ln.~~:Pl\tt~rn~:
~~1 ..J,1l,e"ft:rst.·fl:ltt~l'n •. ~,~,~;~11l:8'~~hre,.·r~rprry;tr.-,,:?~~,pei~~~!'R~'~pnte,nt~'J:le~~'rfl;,Jn-iN·:'
n-tlnW'."·or'lt'.:o.Q·,··~.· 'g'9~rrn~n(.nt;· ..cont,r(l¢t.'The~,<nt,~-Y:~~Hs~1r;~' •.'o~pr,~llipi:~a~~r;I?Y
T'e-i~Un·thi~:~~nf~c{~' :thtlt.•'~rrrJH. ·thPDl .to.tl<:(ltih~e ,f:i tJe,:'to·p;lt{'nt~ ... ()Jl; in~Plt,~Jons
thJ~Y:'fIj~'Y dev~~9Jl,,:or,hY·.dp.\-elopIllg ·fJJl~'·pa'te,n~in,~J~aS;I~"n"V~Tl~l()J;ls'·''YI;tl1:l:itnU~'
prlmte t,md. and lhen "eekln~ contract work In order to dev"lop additional tech·
'Jikal:~(j~PE'tPll('e;,,:plj!-:h.Uie. Rtn teot! ttl(~.n-rt;,.~'xp,l(}re,·:~~,e,~"t('Ch'~:Oll)·~;·(Jr,~,pterlI1in,~
t;ffoJli.m~,r{'inlfirmll(:n.tlon!:i, ,mny-'hf'J;"in- to'-l.e drp,~'n;'.(ln\':J_n' t~~~e ,~lhi4-tioll~~,:nrtri~
.d£'lfhrr:l-tf:'IY,~{'l('Ct:a.re~s .otgO\:ertlDle.nt:.::~esrn.rch,.to:,mll'l~l.1,.·,t,hefrcom01t>rrial
l·ntt'T{.~.t.$J.rl.o~d,~.r.·.lo ,gpnernte ·llrocl~~('tid("1:ls·:with·. com,tnet;Cl;\l·JlO~~ibnln,('~. X «:,w
rf'~(,n. ~("lt'::,(i rms.-,'U·'i tb:str()tl~< t,r<:hDi~a1 aJliI:i tl(>~ .nnelli ~lit("(}, (On tlital typfe:rllY.fOll 0\\"
th:~~,,})att:~~~~':I1,s.d(tf.:J)('d{lll:l:f>d·1kmsthat ha'~e ,('oncen~tared tl~jr IH1sfue'ss in·n
IlmIte<!' nrea of teehnolo~:v_

111·lh~:~-eM~t1patt€'rn,flrm~('()n~,('I.ollS1Yi!':o'lnt~'~Q\'"Pr.n,in~n.t·wo'rk.frriin tiii:-ir
~(}Dlm.(>r('.i~l ...?I~mtl,Onsn~d .pur~~~,t-h~e' ncU~iti~s:~ep.flr3teIY:Th~ ~,~Iefinng
In thi~ ('nt{>~{)ry drrl,onlY.tl~D1n,U:~r~('nt~f<~.lH,"lr'bu~irl(>S$Wlth the J:m-f'rntneout
nml. w('~e ·.quHe.· fn<h"IWndent of ...11.' FrPflllently,. ·In-r~.n,qO.ll~,,~E'rl'Ced· froltl~O"(lt1:1­

~lNlt. c{},nt~n('I'.,,;o~k:l,)~ th('s~,'f1~~:\"VtJlb~.~!';~hmf'<l <plJ(ln:tn:ti~llnyt().the~m·('t.n­
tupntto .fi,·ofd .th~e('nnfU(>ts or(?()~rnlnrdll)J~.:wttll· rt'lt11Plltly-sponf'0.fffl :R&fk In
()ther, !:,n~(>s. J:to''''(>ni:metlt ,:n&D.w,H,l ~lln{lr:.rti1k('R ...o.nl;ylnarf'aswlip-re ~ hE'Tf"-<, is
J:O ,potenUal('onfllct wUh ·.co~'rtite 'p~oprlE't.nry,.. o~~ecU\"esand.ln or'dE',fo to f'n~'
lllll\('~th~ ro,rpornte iml1~p. Thet('ehntca;l. \"n~I:1Pc:r-~O~f>nlm~l1t'<'i0ntr~l('tgtnth~
\olpmpf(·lrr1i~.fe-rf':"tsof thpSle:~l'ms,Is rarely coilsld¢ri'd a,vn1nnl;tesnppleti1('ht. to.­
)n~h{)ll f'e]"~pn'T{"J1 -'nm'd ('\,,(>10flm("r:tt~

~Illn!. fll\·pr~i.fl~1,con1:pnnl~toHo.:t.dfrt'f'Tt>:nJ pnt~rit'p~H('I('~t~ thpfr~on~tri(',r;("Inl

fl t1(j,~(),~qlmpntrnn r,ke-ts~. -Tb~~~~r~~mu:Y:nltWJ~ n :$trong(>mph:l~lRonrnnintllln.­
fn~: ~)roprl~tqr.\":wsltl()rt,c; r!l·(,0ntTPI'<:,I~J.D1:!1:~~("t;q-nn~ ;('l:;pr~q,nreol,n ~j \"p lnck of
Intpr~~lJ Ilflnten t.!';· nrl ~lllg: frorn.:J:m'f'l,unpnt \\'ork.:.Tl1rp.rfm:JlrYl:1:ntpo~f"or $('(~nr;.
Ill::' 1)1'1 ~(~llt~,on,f:{o\·('rnt:l}('n t~-!":P0nsorffi'r.p~en r('h.rllf'('1)\"(>;rl~ 'lJs in:,the, ('fff':(' 'of' the
wllo'p_i··gQr-{>i:'n,rJ:lN1.t.o~l~nted·fir:IIl~,r·'is. to·pro\·.~de profe:-;sl<)fH"'l,reco~lll·ttop.for
t~ll~lr·nl,:per!ol:.4'),9!1f"1.. " .. :,' "." ..•... '.' .'", ':-', :,-"~': .: :'.', . '.. ':','
~~ny~,::~n :,Jrrlp()rt~'nt:<tlrr(>~nc,~ ~71s. oh~~~r~h~tw~TJtll~~~(>~r('ll~Orlf'QtPd

fJr'-Jl:~:flOJrt~,:,~:l,islt·l('R~.wlt~'PQrt,~-,'\~:.\··'R:nrl, 4~'F.,C•. :ino. fh{>··· n~<Wlwt~od~ntf'd :,fl.rmR
'''Jt.{):~~· ...fntprr-.~R:,f\,rp 'tlll,~~~,";t,h ~~J:rl(>I.1ft.I' r~' it~,tt .Ty.S- ."hf",·.. fOTlJl(\r 'W:~r~,:nl~l(>h
~~O~fl __ ;l\~~1"("-"~;~fl'~ :tJi.'. fhfl-f' .'f:~~r~h· :f,{)r.l,1f':r-t~1-1' lil:~~v~,~f(m~ Jr.•'t~~.,~:or~th{ly'.~.rforr~w(l
tht!~.~, ·.~hp.:,ll'l th',r, ~llO ,:ten{l~ ''to, r~ly.·on ~t!t~·r~~udtl'; .'o,t',1rnyt:>t;J1lTl.E'~t· ln~,(jtn:t'~r-:r:n~'
grnnl~ .ri'lt"' j HJl ()!tlJt.ot)~ fnth rlr:fi,.~l~g",Tllll~..o:lt~ntl__J:h:,the;, ((M):~' .te:ttll<>,'nndJp.ttil­
lzt.r .1:tl~u:~t-rlt>~;I1.Te·lp~R. n-"lt~1Jt-~n,~fOll~:tl:Jpr,'nTP, nl~: m(l~ •ron~t"rr~:tly~f'nlh~
rl,~k~}lrt f1,~P .u,:,IJ1Jn:1? ,totll~P' '.n:,fI'PPfyl'ng, ti;~W'lh'\"f'11tfon~. f~]~ .t\~(l1'J~.f~·t~r,th,(I'
tr('(Jllent nl'ed tor active go<emmellt promotlcn of Agriculture aud TVA Inven-. . ··4····
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CtrOlI'; ;~e;, c",~i'~11 the Im'ell;l~n" np!iear'to ha;'. d.nr commerctal n'ppll~'al'loil',
(_~','t 'Jln~(':~ ,"oj,:ij4"t'''f:,-}/?",ri/;,.: __~c)t\\~J.t.ll~fu,ji ~li)~, •th~ _vaI':yhlJ;' r:oi$;:'a~~lgi 1':e(1)PtU:e,Il~

··-:#gl,IJ~'-. i)" -,. h~i:t~l'ril,s_d~;crIIJl'('( ':~,t'j~Y'~,." tbe', ktorfJtl~stio-J;l, _~~ -'Y~I;l'tll er"t~~~li'tt hJ~ ;.tJr¢ul
:",t~~:_~~t~y) _f!X~_~o~tye ,:~l~Ht'wtll, -on,'lJttlaucei promote util1za~9n-_bett~r,:,thari~-a~qlU"

f;.i(i()n'{)(titJ~,§:r"gO\~·~rjnJlent.·", '':. '" ,_' , _' ','- _.
"~::-"::-'J;lie'_fittJ~r:-ththtlH~lctrt_-~-_ ,thtlt _th::,nfi-:s~ver. _,is' ~,es in. ,at-least-_t~,~-",_:_tOIIO\Ylng'Cir~

~-~~~.~~~l~,~~~,~~fr:~:t~,~ ,'t~v~ntl~ns _,_i\~_,(]~v.el·()~,~~"u,~der, ~()y~rl1~p~~t ~q,nt~~ts' ,,:'nr~, ,:~~t '
<li:f~f.t'lV::' :'n,f\II,I:f(',i1?I(".' t,() '£oImrierc,lll'~, ,USe~?lUd:,thejhy~ntju~,",C?11J,fll,ctq"r:,'h4,:icQu1,.
,H!~tCin)"e~I,~tl~li~,:,In:t-he,'flt'l~':Qr th~ltlY~ntfo~.Thls:QCeprs.'IilOst rreq4en~ly" ~·.ith
,~p,i),~ "'~~\:~'j\:, 'i,'lld: '~~EQ'"lt,l,v~n~l()r~'g~ ,Jrt ,tile' ~ns~.'pf,D()~f,ti~,:filet,'tha,t: it" QO~S',119t

,~~J1~J-\'el'r",pr6m()rt'::~()Jll,nwr(,'h~1:,:w~e,()f 'it~: J)~ tent~,'" ~s ',a:!1,' n9tl~1 ':f~,~tpJ\":~J~",lli~~~
'-tJ~~~J.nllf~,~ ,the'lll\:eJitfng ',~()ntra-~tp~;.-wHIJ" ~0l~:rner:91,fl-l,-exp('.r~ett~~ ,n~'perl'r.s', t(),~'h~
'',:If:}l~ IO,;i:cr(l'CU'IJ(~~tlate'to:'o.ttempt uHllzit-tioneftberdkectlyqrliy, lic:e:usingot-bers',; ,
'ilfJt,r'" ,:'< >,:: ""'" ," ," "", ,:' ,: '," '",,', c" '",::,:,, , : ,',':', "" "":,,,

",: ::':::,(\!,J,-l: ,:':'th~;r¢,o.tJ1,~:inrepUofl :isCOll)rn~relall~ ",'?r~~n~e~l: hut '. req~ilre~ ",sull!'t,a~,tinl
':nEf~,~f~,(f{."p-lonm~,nt_t~ :I){~r-f~("t j t~:nlmlfes- to .~ .• ~m~ll .~ar~Pt.Qr,i~: l'l~ ,a,fi'~~(l:,o,Ct?tl.
-t~f'(ll,.,~l,~,r':J~~~J~n}:".~('!i:sitJYe' 'Ht1u~ ,nilc;l "lIS, ip,;lrket.· p~t,t}nth~l, i$'n:'ot:,nl()l~e,'~Jl~~l~rl,t
t?,'b:t~Ni,:,~,I,)O)lt ,l~tilJ7.:~.tihn,. ~:nYPlitl(Jllsj'~:U"i i ~f:n. ~e:f:l)-rr, llli\Y' rr,!t~e .. 'Y'~thn'nr'n:f{e~,l('Y
':\i,l(t::)ll,:,lY:-:-,:h~~-,"g l',~d:, o"u I}o' UJ,ilited.·g(.')\'erlUn~ntd:e\'eloP:lIl~ut town,rd' a·.COJUmel'cl:ll
,JiN;imaH'r,)J~~,:':"'" ." .'.< ..:.., . '~ <

'\::,:, ',::',:""':"':"'-", }/,:,',::" .....'.' . .' , ,,' : .' ...•....

.,C~ ,:'f;-fJCf!;t>?r-~:?r7?I:'n~,nt,,~~:'t,(':~' t, p",iCllrnr,':b,",Ri" r~s('f)mpct,i,'il)1t:
:,,,,,jC?':~r~~1~n.t~';l~~trr~ts~.f:~<in'~rl1),lejltpnt~nt polkypn l)usint...~g'(>Ol:ljN:',Hti·j)n~"'{ile

,~rll,(:t~~,t:t~~~:t'?':'~:~;~,~;~,rj:'~r~,f!':9,uesti~I~Sr: ,:>, ,':' ,:',: ,:' ,':>,: , ' ",:',' : :",,:'. ,," .'
'.. "i:'i)'i,'\Jl~:~,;Jl~"f~)'~",'effi>{'f~' ,{-~,.,CI!llll~HtJ():I1:;,lif··,,~:JlPn{Jql,li,~i.t.ioll' ~t,eX<:,hISly(',,'(.j)t~l~
J1)t'r<-;i,,:l:lrH-;:nt ,S:itQ '~9r,~rnl~~,p'~-~'~Il~()ff'J')n,\~~l~fi~p,~f,., :' .. ',:<:",.".,',:,', ..-:,'-;', '.",':,. '.' '
, ,( n):,:'D~",:f,)l',~,J'::l~ct~~,~'qr';d,~f{',ll,~~::c()n ('~nfnl ti<illg'~TI',:eomm~~r~I,~l,: hl<Ip:s'~ ries?,

iiii) no:: tb~!;:r~~,R~:e;,o~:~.,i~,~'~:lr~ ~e 'signifi¢a~Jtnr~as·.()~:·.'~~u.r:~~.t:,:,::pr.\v(~r,?
}tl,e,yall'.l:':f1m: tll¢ lnt.p.uct: 'of~orf'rulllen t :pl1Je",r'l)(tli;~r-(rn:, (.qI,l,lI~t,iti:Pi'l~,'it Ji:;hn­

pod.:lnt to,d:l~t-inl;111~ll-tJie:eff~·t:~,,0 t,,'1m tpntpnJ:i \y·fronl 'ntllpr"f> tTf'et :;;,wIII ("J) .• ''Hll1)~
rt'~ult' frOpl,',lndjlst,ry 'P,tl:~ticipntion'in,· ~o ...ernm,eJ:lt'prp;l':~Wso ·.G()mpe,tith:e'"n(:l\·:ln·
ta~(>-sJn.·:COmtlu'jl;~ir!'I.Jilht"l~(> t ~"nl~'Y-u:.~U,',fifc r,11~ t()·.~o"'~rnalE':ntcC!l1t~n~t,orH.tll'roll~h
k no\y1e<lFe ,gni~¥::,inn('w, t e(Of,Il ()1,i~1~3,:thro~g'II'~lulrl .e'l h 11,;:0r'- t:£'eh~l i <.>1tl,:-; kill~; :1'ud
tJtr{,ngh, lW\'"ernm~nt.fu'n(~i,n~'ofn&D, ..w,9r~ .. wlrleh .11ns·.I.a~lnE't("'om"n'1.~rchl.l;lri';'l:':
orinter~sL:'Butthe~a~e,qllHe i;ellnr:n~efrom the f\'11"'3 nta~~Rof'oW,Jlin,~ rt..'ltf'l1 t ~'
t.O'$lli'{'iJic .i n\"("}Jions~ Thi~' ~tu(Jy htl .!'t... triPt"l tDnlf'a~ll.rep:r~ly"th~llJtt("(. 'A,1Hl.lt,h:l~

tr:l~{l :t()'IIlCll',~ur~'lt:"i.n -fe,rms.· ot"the J,nyentionsi lidll(}~'d'JniJie:'~IIl"VeV•.• SJlll1plE'o
,vlt,jl~,fl"hron,i:ler:~tu()r :of' the cnlll~la,tlye€'fft~t .()f~oV'f'~oument~~P9ry ~(~,~eILiln~E'll-,
u'on!ipnten:.te(1oY('~ ,sen-rnl :rpn!",~ In i'tdlthnveproYicJ{'(lmor.e dpt'init 1,\Op (Ifila;: we
l){"li(>\Oe thntthe.·.stlldy .d:ntn.pru\"id~,a.rt>presentatiye ··and.useful .. pi~hlre· of the
f"fff'{'fSof patent~l:i('y,on,poIilpetitiou.
'Th(>stutJriri~i~ntes t~~t,bt>th in,nu01~rof il'1\'t-ilt,ionslltHh;~l~11(1}11~nl,esvol­

m,ll~,;the '~mt~ntH',kanlph-dnJ,.pear'J()'hll,oe,hndsmaU illl~y.l('t-'on.(,o'limE':r(·i'I',Lil.i~H~
kt't~~ :--\lthougbovpr ,80,p(>~t"nt .'orJ)oth,gnu)plt'in\·entiori~lnndytHii.atiolI' 'w('re
conef:>tit rn te'<l:in, ..:iO fh"ms.o1l1y55 in\,pp tif)ll~ ()wnPfl h)-o NlTlfr:ld'm~-~:!. 7,I~r("(lonrof
tlH~.~.nmpl~I))fir~ ncriotlen l·l'O:l~ .. in th.r1r ('()IHIIlN1'ln), nse. n'ndti\~P\':~rp~IHII~~
~ihl,,:,tor $20~,mJ.Hlotlonlo( the $-.t(,}6 IlliHiou in, clHllulntire ~l,p~':ntlril~lltnlil~N

("Ont-rRctor· in\"~n,~iOJ1~~ Thls utlUznlion 'of ('ritknl.~o)e.<::HI,tr:'f,l()r~pwnN~:.• in~o('n~
t,ionsi~ low,<-9lnr¥tred\yHh. tlu., .tot-t\I.Stllt~,~ .o-f 1hC":'t- t1rrll:.:c;;llidthe,il'llll~~t"r:'h·~. hi
:,,·hich.t 1~~~:I)f,I:~tk.i-rnt~o O~ '('fJunliIl1pprt~1]C~ 'I~tht":rn('t, th:l, ~ vt"r)' tpwill~.tllh("l~:i

,\\~t>~e;~~gl):rl,~,,''-Wh~ry:>·{)w~er~().r..• ~f)\"t'r<1IJ!",,1l t-~l~n:SOTf'41 l'll\"t~!~ tInn~ ~n~rll,!"~l· .. to ·li'~
('t'n,~eth.""ir.l,at~n,t~~"Qnl:V15J~Yt"~'lofls"7'""lf'Rq,tlinn~,IJe'r\'f'lito(tJlp,,~tUlpl~in~
yolt'l'il ,SUC,h,l':,pC'lSnIs:Iln(l.t,-h('~!,}5r-(>fu~ld~ln\"()I\'('(1jll~t ,fiYP:('i)!l1'IUl nJe~.

'rQ~ ,~tH,dy ,(It(l~?W tb.n:tt"(),·(>ru,lHt:"'ut rt"'~('ntioll of:titl~.,\v.hen: ('1,),tl,ph'<t'Y'!th "fl~ll
...-1,N·C'1()PU1f!lI,t,· :to,cl. o'(>li\"e,. gon:~r'n'mf',l1t ,prnmotlim.' o.t irl\°C'n,Uon.H' hlly iJ:IK ..·h:i./:!,h'c'OH'l..

"1l1,~r(~1 Jli,.:I~,trIlU~:~';,:h{l~,,:P1"0111f..tPtlCOl1l~:t .itJ(~n, •. A,'. Rt'.r,i1r ~"'O,.::' ."7~:7;Jl~,()r .J~liR; '" i~, .tt'1(i
,fpr,tlll~e,r;',~IHI:ust~y: ''Y)'I,(>~ •. T,oA·..··'~.(>rtl!:oIW,'<l .' hlJ!:'~' .' ,~.'"l·nl~ tp', J!rt:llJ7.~·.r~',J)trtf'llt.I~1
t :1,It~li'-, ,pro~~~\,«l ',U}(~~r,~'fl'~~h-eu~!UJ9t:1 Ill,:l()t ·.fn,rttls:'omlt b(l~:r':("~"nl~'~,r('~,nl''f~~thi,ii.t-y,. .'
In:,p;l?~".prO:tllle1J,()n"~,:Il.d· 'J:l~~"'J"~ll',J~rolllnt~I'lh('ir 'nH¢~:~u.I,n,lnt .•',fl',ni'l(·r!-i·.. ,~lii(l '
'i.~rl:t,~J?-J~r")-flHltf~{'lli Nar!;l" Il1~~ll!Jtri :s,n'l(,RII~l r~, ,~,r1~·J"{'f1 ~Ml"J:~O t lr thro,u'~h,:,t.lle'Ill rtn 11~

,r!'~t 1~ r~,,(.,r .tfH~,t", f~rfntzflr~hy ·lllflll.ys":l~ll.·regIQnn-l '. iu·Ot~tl~rs~ .11~:('Jr('IlI,u,S~~I.',i~i·~
~~'~~!'lJ.~~o:~o\~£rn men t .J:,E't(»~ tlOll::,o'ftip~,Cifl): l~·n~ 'efJ~tt~e'~pl1f't~lo();lll.peJ-itI,?n, h~
~·~II~tQrlh ...itt;(".tt' 1\t~ n\"":"!Il!,\'lile tf1··d-ll ('O~t,~:~,~~:'~ut. ,s("\':~I,nJ: nd~llt,i~)'n:tlf!t('lf:)til'11111~,t ·l~
~.r',~st~ll~:'f?r pat~Tlt poli.cyt()hfiVe-llH,getrectolt IUllst'be"'Yhl"n,t t~}li(~n$~'sHmi:'

(
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'l'h~f>tre.ct'ot~ovp~mpnt.~nt(>tlt policy P!:i ,ii1dtJstry .... par,Uclps:tiO!ltn":~n
pr~ttrnm~W3R tJl(>"IJlos~d~ffl(,l1ltfl1dor to, mpn~urehE"('Ruseof tht:"'d~tflCllJtyot
ohtnInlng,<lo:ta,onth(>" :f1He,~ion.·HowPTf>r. a. u~f>ruL untJrr~t8tldih~ or""J>r()h~,!,m~
int1l1~ ni'(>~ .. w~,~ohtn.f ~f·.d,llY, ~tn(1.ving the. DlE'dl~1;ial:<,bemlstrY"Jlrogr,8Il19r,~~(!'
N"l1ti,Qnnl 'l'nRt:~t\~tM'()r J!(,R Itb· (H~l~q,nndvnrfolls eo~trnc.ts or, the.l)tpart[f)~nt
of the; Int~~t()r.,Thisn~pe<'tor the, Atn£lY nHemptPd· t(utn~wer ~\1chqu~ti-on~:as':

OJ· DO',cC'lllrw:tNlt hl1Rif)e$lR or1!nnlzntionsrt'fu8~ toundert8ke·.~()-verll'II1e:11t
R&nwotk~ltberentirely·or 'In -selected areo8-:'-'be<'nuse or .~over'mnent,:patent
polley? ,_ ,

(Ill Wl1at ell'""t doe!! polley haTe on appllrallon ot a contractor'. most ad­
Ton("{l(}. p.rf'f"atet~llnoJogy .. t9',A'o\"ernownt pro,~nII\8?

(iHl,~ptl:tentJl4)licY ,-ba~~nny ,jnilt1(>~{,~o.Il tbe'flo~, ,ot hitotron!f.()~"con~
cprnintt:nrwrl{l\'"elopml>nts. b£"twee'n acontrnctor's gove.rnmellt1i:~d:~rl'9"ately
spnnSorett''f"~rl<l:,,''''."'. ,'.: .' .':.:.. . :"

Tllp;··1·l1tn .nvnita~]~ to U8 onlY',Jlno",S"UB to de-floE!' somefi~t~rd~r,_etr~tj:J,ot
thp polley- la thi. ar"a, ,

J.~(hl~tr!·~ '".rilnJn ,~,~n('el'n- ~t.0.ntJln ~tf ~.iPtltl~2".I, n~ol"prllrn~nt'r~a#~'~:'b~lt::~p
~h,~('OnlPi'omlRe,,:ot.prh·:il.t'E" ·lJl,~,f~tJnent, Jrl'·.r~,~n r<'l1:'ilnd,' trt."'-e,n-tlQ:I,l~F~:~,e.~t~";Oh.o;
Jr<'U/)r', __~nfJ'J}l:8~e,to!.tJ.e,',;!.~p.h?~e~'· t;':ft'~~'or ~o,v~t'~~e',l\t'· p~~Jn,~~, 't,~£at.~b:V,
th(" ,lZ'flY,r,tllmtnt, __ rf>Cei'v.~,}·iJtht~·ln ple :~~illl)_lJtat'ed ,r{>~ul~q,()f~'prtY8·~elV91'~.' T~e
~·I)P~pn,~')'f~'.f't1'~t,'h:;\R.lt,R· ('ht1n,tf;'rp~'ttln, pfltellf:matt-e~:'~h~i~:::~:ninte~tJ~nha.~
t)~n('(ln'("ft,.verl~t .Jlri~8t~:~~~,nse.bltt':~~dut'eil·.to·PJ"A('-ti~,:~.n~er a :goV,1:!'i11,tIle:nt
pTogrri In:~' Tij ~" tl:n(llth~ntt ~ 'PflJeJ),t., p!()Tis.9n:8'~,~~st:t.r::~hit':.,:119, ~~, go,..er'Qmpufln~ ..
v~nf.fori'::llrft:"df~I¥lR,~::oril~ .. I'J~:h'~~',1~ri,g,!r::,t~~:'tet:In5-ot t:h~'~pJ;1~:~'~t.
,'rJI,~,:~Il('~"ot .,th~: rim·tl'~'jJt.· hnJf,'~~Il'~xt~n~~ J~,.s~~~' ,~~~a.tJJ,-tQ'b~~Jtgrou,ml

IlUl~llts o\'i'oed I'" the contractor l\t the time (}t contT/lrtlng. ThIs prJl<ttce rau"""

Ih* 1~~"'tiUcin'lift;'~cOmm"m/lrpote.,lilil.iM,~ InV"ntlonm!iRtbe~~~ttMbr" lir
eoniinerdil\ qllDnlltletl and mark"hdl\e at a root that I. rompetHlT~.W1l,haltPma­
ltT" priXriJ"t. A:iili tlf."r1sliR·o! rf'<'OuPini: deT"lopmi>ht CO!'ts must be no g.eater than
.\mlla r lriv""tm"ht ~ttui:lltl<>sav"II.M,\e to the, Uren."". ' , ,

In irioiiJ:,,,,,~, ~o\""rnrili'UtD'g"Ilcl". I1llT" to l:o'tBr beyond dl""""ery' 'It an In­
vM1ti(jI):'.t.~'~re- th~_:~OJltlitJ6n~;,:~(lm~ :~gene_J~' do.-~a:~'dt"Sfrlhed_lll,th~,:,Y()l.utll~
III i-<'pori; on g\'}\"emm"nt 'efforto to proffii,.l" ulHlzaUon ot gOT"mrn"nt-spdu"orro
\nT"i~lon.: Tlie D<.>Partm..nt or AI(r!("It\tu",. tor "xsrnple. has an "ctlve~nl
of,(l"v~loIrini(lnTeDtlOllRto the poinl ot «",un"""I"1 t.....ibllity. Pot/lto tlaketl,lilld
frtYi'{'Ii,</n."J!e jnle<-, iI.... two of lls well-kn<>w"U~. That ageD<'Y, In promor:Inl:
potllto t1ak('jl; "l'OO""red pilot pMduetlon <>t ,the product and ll"rformed s ms'rk"t
ftt':~qr.' f~:,~,:~,11~~8~Rft~-_fp':__~')~1l:~1" __-'clt!- _¥,. -d~~E-riJllne:t11'~ _~:~tf·~}~n811T1lE!:8_~
Il"al. The "Iudy was th"n Iliad" avallnble to th.. foodlndusti"y t<> st.lmulate lnrerest
In the pr'o<lurt. ' " , '

, In otller 'ea"", allowIn;; Indl••lry <to rehlln' tltI.., to InTention. hM pronmted'
t!()n1pet.i.~Jon.: ..~~ ,~]:~r~~t~:x'a'I1J!le, o~ ,this, bJ,., th~"I3'p:I,fil1: fir,n1l\'!l.fch ~l1et~at~, ,1t
~,~:i:~~r, fit,~a!KfF:oIIlt>e,tit()r8'o'Jlo::~he,' rrLn>n~h of,alfRte~,ton;I,l',:~o.vernme:ll;tl3W>~.
Bo""i11n~"ntrilll. . ' __ '"c' , '

X<ltwith.t:lnll1njt th'e llllllzalion p!'Oln'sme ",npolyed by j(oTernmenl a,,;end.,..
'~~E'::~~,(~"t::A:~(}"',~t(~"all,,t~r~q"!itll~'lto-J;Yml'~~ii»t<toitJ}f~~:~:-~U~ln:~,~,m~"
tiU,9:n)n:'~rqpl,~~l,~~i~~ikets,f()l' I~itO~:flSa-¥(l'.:~"1l~:tJ':it()~:,?ccti:~i'~O~~~~"',I-t"J:ft
an indIr<'<"t '","nit <It Ih"ir ell',,,l. to acrompll.h their Im.I~ mIMlon. Ftorn onr
(j~~,~MJ9n,~:~t",~1l~:,;~,tli~,t,lpyenfi~JU:l'8J:!dimy·)rJ'lr",?R't~~,~,tr~~,',~r':pnt~nt:~l,I:rY':t~
lnT\>ITed. rornll"lltion dO('S not aPJ""ilr to ba~e been adTersely all'eefed by t1111.la~I<'

or d'~~f:H»)1C,~i-~+::f9t;:tU~:~'SQil~:;','" ,''''' ,', :,:,' :",:"'::'"",,,",:,-:' ::,:, ""'",:.",:.'::,,',, '.-',
Hi The ~"'t.. or' utill~t1.on ot j(nvernm"nt InTentions haB h<oen loW'.
(Il) 'The a"endeli 'nrb u' TVA and Al:rl~ultnre. \ThORe Invention. a"" mO!\t

likely to be ntllIzed-ellher de~eloped them in-Iiouae or took,:tltle to them wh"n
d~t~,l~p¢(l.",i~d~t',:,~()~~'rA,C-~:."" ,~ .. ",,',.- '," '" ,,':,,::':'~,:' ':':,: r",:, ',;,~:, ""~,\',,'><:

Oll:~,~~l<J"in(}lls,t'ri,nl:'ow"erS,'9f'~()l"~rnmfnt~sponfloredInyrIl,Ho'n'!I htl~,~.~,n
tft11In~,'t'O::I~t'enset~~m,lIJlorr'r~ltf'S( ()r.,wh!?r~, t-b:p,y .··w~r~ nn~rtl1,J..ri~: ,t'q' 1~:~rl8ei.·,
allernati~e technologies ,,-ere available to ~ompetitors In the great' majority at
eas:f>8,~,.'_, "' .... ' .. ". ,.. ,',,'., ' .. '.': '.:::;>:,'":,/,,.,. , ....

~~.sed"on:' nll::oh~eryft-t,l61W,;'(.)~th~'~:ltlple· Jryv,entrfln~' ~e:ltn,ve,t~nnd'; lilne,',~tJ,~
rlf'-n~tl' of· ad\"er8ee,~ects:on;t.URiJ'Y~!o;~ c01JlpetHioP,' by permiltingcontra.-ctorS t{)
retain .title of·gover~m¢nt.sponsored:;'invention~

D. EfJC"CtotGcn'&nmenJ 'patcntpnTit:ir (In indri8Jrv ,p,artirfpai:i:9ni:n:(}lWcrn~t
R<£D progrant8

t@.i:
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C .einti.elY little re""a)-t.b nn,l
c
<l~.elop:il:!ent con ;li~lrcm.ri cilnd teh<l t'fhe I••• palent

. '<'fln,~~-i?l~"~:,·t,h*J1, .tho,~e",:p~~ti(~ipn t:ltli;.ill'('~·efei1stt,ilrro.~p~(~e: ,l"~f~.:'-,' "
Till' cdiret't ccffeet of ilOlfey on ;-;'RF lind rn}W proj(rllm. al.o appea.. to he

"~)~~~Jl.IW~fl1Jlie:'pio~.t,?f:~:heI(-~~lltF~~tr~ea:rclt'l,s,"'f!'ith~:r.hs's1C, Jn, ',natu-re';,9"l1pr~",g
)rhi,i.t:~(t 'OPll~z:t,'lnft:'j~~ _,t'()de\·eloi>,Ji~~~lit#:!,)e:_: 1~.~etiJl(Jn.f4.:: or, i~: llerf?,f1l1~1,hr,ru:m­
'tJ.~Q~:t.:lri~t:thlrlflnfi,:,"'IIO;f?r t:he,: ",ntO'st: ,'~,n-,tt*_.,ar~:.Intf3re~·ted' l~:,~~e: r,~.arc:h, tor
'jt~PIt,- ',I,IQ",e \':e,~':, ~ill~.}i ro~l('p1~ ,',;nay ,he--en(!~fJ ~it:~r,t !,d:\nln~tnnce:~ ,of,'j.o~,~ ,t ,',~r ,QVf!r,.

1~1~.PU~'~:rt·s414;rcJljtt,nn;?~irnflt'jl),stHuH~J1~,~_h~.r~.'t~e l,j~pts(lf.Ot,!er,,p~rt leFl "mny
1~'~'jl~:r~1\1b"ch ;,~nH."ft f.l.I:#nJlldm, t .In;cl:ir~t ,{>ffc•.~~"~n';,, ,¥e~'1Iol~1, l'n, .2tll.lJiIpdrtnnt
:~;,!"":\Y:~:~'i'J~h::p'rn_~tnt~:lVh,~r~,vo1:u:ntnry..:nopc~.~t-rf!c~tr!ll·partl('Ipnt,Ion. by apatellt

:.~~lH~~i~'1 "~ '.-i-q(lH~tt:r.,' \~~~:cl-lrt II i Ied' .he4«,llse pt:':;pl;lt~nJ,. eoll~14~r~t1 qri's;
+:.:,,:,:',."'f:.b~ }?eF~-i't~n(>11t.- or, l~t~dor. likpll~~f,tni4:·:~.~:~\, lIn,5I:ani~P1n.er: (}t.;·r-r~g~n:tjfi(e­
~:';~Pf:.h,fl~_,n',:VIl.te:r',q~~al:,in~,tl~~"-~hic:h.'are()it~~t~~: ,to~ll,rf1:- d~V:('l,?plfl'~'lln.s.k ,tech·
:~;{lf~lolti'~.S:.:.-The.A,ge'pcy: •e0tltl'nct~ :11)':t~ ~~itar¢n~.:tfJ ttl.:: _r.~s~a~Ch~O"rie'n, tpft., tnCltt.*trtal
-)it~n~ ,Jlh::t:!1~"t?,r~vlwrii::n1,'e :pn teryt consd,oUR) ,~1.'s,: tr~ll:l1:~' f'q_l-(cn'~~ollnl',flnd,':n0tlP\~tit

hv,titnUrn.!:t:nryd ,·a~nli r,p,~·.tlt~'E:! ·tn ;p<1.te~ts,()i1',,~hicl1 ,:t~e:v,. ,ar;e .b~!1ed':-lu~re,he-el~
:,.,!rnt.rt'pr{>:t~l tOi'~qtll;re~ ~ ~i .n,gf?'Jl~,r,.Jo,'Elcqlf!re· ;rtght9.it1:'e~lR~in.J§pnt~~ts,o~n~d
", :' 1-15<::~,f)~: trn.rt()rl';,,1~~a'11~.e ,()(.orh,f'1 r' 'ffI ~)'fl.1J~~ ·t?,'tll~ ~~f'1t~~,c,t:~n:Qr~,:and. ',' fllf\~F(!: l~t 1,:1•

.1;;ftlitlt1,' ~6 ~', ',CQp(r,ript:rf!gfll. fs. ,',Th:e~w:. -f~.ct o,r-·~,~~t rn,t :;.~n~cto\lry "'.'~",r¢f1, tii:7.v.tifm~ ':llfUJ
ncqnl.ition of ii/ihls to eontraet Inventions amI e"l:.tlnl;" patents' bil~" re,"lted
'f~,' ~'(.y~r,~I:,h~~~,n"ll'~~~:',()r,~~~tt ~U l-on., ,or ,:~ttl~~l ,,'tn' pn.t'ti.~.lpfl te' J~' :,t-~~: 'go\-(>r,~,tn~rl ~
):~!("I~f\Tn;'J~'!'u.t:fi~1(.r~t.(.lni~,*'r8:'nY~,l,JP::I)~'~_.::f,o:~~tabli~~,b.ow wi4eSllr~n'd't,b~,r{>nctloQ

;, ::,'\)tfi~~: '~r#.!i,o\,~'rnlt~~~~t'()~JnJ.~l'lor-.,pr?~s;rn'~9~. :....,:,", .' :'.: ::. ,',:',:', '.','-: ':':: ':"":", "
, ."., TI1.oln'trti~~l'n'1~t.ltir-:Cl.t,onrli~t~~,Hl~~:,f()f'rtlrtJclpiIt-loD'pr?ll,l~;rrts:?~'Cur~:',()f,(o()ll,rr.-e-,

f.Il<pi)-i).,x~.~A~".lln~",!\'I-10"_T,-r9~r{l#t~i l,~:fl.tl~.}i~:.~h~. ~ht,~t.~pd_.g~:(),@, or'th~l~ .eon-' .
~,r.:t'~t f'ffOf,t~ ,~JnlY',';)\:.lfmlt~ ,:ntp~~ll1~'::l?~',:~l~t~: .,~~s'g.~tin-qtll.e': '~~::~ils.- (In.~n()fl •."for
t-Il.f~e:. nrr<"n~ipK ,bl~ttl,l~,~ :,;;eiI,eral..o~~s'~o/:iitin?s:.~:~~:;J)e-D}nd'e. ':4,t,:',leps,t; fiS t,o,:the
In.aj(lri t,v :~f:_, pOp",f n,rcntlol1s~,t()' '~\",~lc:h:':~I:(~rtl~t~" {t~e .. :n?iIIt'llllv--'p~.~~lttf'd. :t'Q
Tf't-n}n .title, .J1? ilr(lhI,t>mnriRr,f:I.':}II1" :Rfl~trlolJ.:'~.A~~rspnUe~-C?f.., #~:~:\·ilJJ: title. tn '\
fnT£»n tinns· to:, pro"l)l().t~..'~lV,H'in ti.()n"}~J:1q.~~' ~:rWt:?nrifl~p;·~lreUnl!3tn.n,~"es ..p~()"vldps..n
nIP!h()(l for, resohi ~Jr.collIDetlt1g'gC)"e'rn'IJl~nt,'fll1cl'lndtiRtry.ohject~~',~~,',,-i t h, reg"3'rd
tilpn tpnt.s·'lri!;illgUlI,f1.~r.fo.nt-r:a:~t_ r,n-stly.tnt:~r¥ig~\\".~,.\\-itll:in.~l1lf.ltrl~I'fi~,~~.t~:the
~Jlr,'~'Y KtHpt>leJndi(',:lte"~'hflt---'e:xceptwhert?':n:1..ll.rg~'m,"f"st~ent';~-"l"1?d"t"nte.fP"
~enr('II,·.kl1Q\\,:~ho.w. inr:entI()n~.nnd/or ,}1l1te'nt!ol...·fon~.id,el'.('d, t().:':l)eyn111.811Je-i? :Cl!qI",
n~'~r(-Inl u~al'kPts.(·X,ist·-:~fl,eqursitif)n .or~nlproyeJ:ll.ftrt, tit:t~c~ni('n~.skins: -is.. Sil:ffi.
clr.ntly'. important to "tJlE.'~tlJnmost~nse~to;1,H~t(fy pn-rt~cipat~l1g-,ing()'vernDlPut
1,ro~~rRf!l~ in th!<ir nr.ea~, of iriter,est eyen though.pate-not pro.visl.oJls'Rreuot com:­
pletely snltahle to them.

lI()trl?ver.~hlsdo~nnt"mpnnt1)at '~ithprn,.t'itle.· or Hcpn'se,po:Hry~ill·.. f'f1u,~:llY
f:E'r"t"P .thE' ....~ove.rnmE'nt'.slnte~_est!7. ;llnder .all .. fhP. R'b(jveci~cuIIlsblnee~ •.siIJee-. the
ll~l~(':y .~,eleeted.·~nyalso, a-ffectinc1HSrrl,:llldetislons ,to ,1lsecolltra~t··JnYNlti(Hl~

('onlm(>rl;'inl1y. Here a~in, n .h11111n'dn~ of ·go~~rnrnpnt.()bjectiv.{,Rap}J('n.~.n(>('E'~,"
~ftrit() f'mmre that- the net effect of thep·~t('ntpJlley"pFomotes,thegovernUlPut's
o,·prall .g'oals.

APoPE.xrHXTrI:::GO\·:F.RX~tE0TP.\TF.XT'P0l.-ICY

(From the Weekl;rCOmpllatlon 'o-tPrestdentfai ·Docume,nla, Aug~·. 30. ·19711

Tlr,. Pr:rRfdru"A J[ctiH>tandllm.1orII(>adto/~jocc"tireJ)epm~tl1icnl8'and Afl('nl'ie~.

A-UDu8tZ",•./.9,71 . .' ..,':'.:.-':,'.:, • :,' .' '
~Il.()ctoh(>r lO,1fin..'l, Pf('st(l~n~.·~~nl.1et1Y f~r.,\\·,;l1"qP,<l t() f:herI~~d~.?f~~~lltrl"~

PCll3 rtmellt!o; n nt!· .r\Jt(>n<>ie~a )l,f>mOT'ilfldnm., JlnclSta!p.11lent ofG:.():r~nlm(>nt'1"'atent
IlpJiC'r f()r th(>ir~'11hlnnC'€':I:n 'd~tertn'ilIil)g,:,t,h~.(li$;Jlfl:;;iti~)ll 9frlA'hts ·to".in.'"f'nt.i(ln~
n~:~~lt' ..111l~t~r ..·.Goyfrnme~t -~fI-O~'StH~~ -,g:r:~nts .'fl'~'~-COrt,t-~llC~S. .()tI"'tb~,::.h~ sj~__ 'Or.Jobe
kH?~'·.l.~tlfW 'll,nd'~x~rlt·l1~e't;henf1.\~~il!il~le~,.!hl~:,.~rRt~irte~tflt'St"('st~ljJi~~f<l.:.Gov..
("ri,~ljJrt It·~~1de 01" j_~t i.\'~n r-a4·«}l'U'f'r~n~:~~}.t.hln,t';,x,~stlll~:,:Jegfs1:a ~ rve .¢()r"~tr,ai, nf~~' .f()r
tll.P:':llI~~.t.tf)n·ot ~i~htst()',.hl:YNl,tlOl:l.$h(>t,,~~hJ'~lr--C:Qverll~~n~nnt~:Jt!\~nnt9lct(lr.~;.

If:w:~"~,~r,~oJ,.rn.I"7.('(l,:t~.1i.t,O~t,.II~I,(\:~~~t~n<>e,,l.'ll)if~l" th(',r~I.it;·y:'~qn~,(11n(l1C:flte,',t'he
~rr(.ltrr,r~'··I,RiHfI. 0);" '.' m~.fJ I:UrntlQ.11.::~:~rrt1,IntJ!-.':~ :PnteQt.~~~~;j~~rY:Piln~l'~;n~
~:-tiJhli,~h(>(l.nud(>t:· J,he"ff#1r,r,:ll;',('hl,JlWn'f~r,,~~ie:~erflri(l 'T~h.t1ClI~JtY,·fo~,t~e:,Pl~r.
l~.~ •. ,o',n'R.-::'i~tfnl! 't!l~ .Q~~:ncie~::ln:.J~p~f..in'rnllhg. t.~e.:P1Pl,ie:r':"Rt;qllJri:,n~"da:r".()tktll~
It¥"r~n'('t~~'~,·o~rQJi~n,~,. )ln~?·r;:(ij~,r~~IpY. ;~I)~.·~n~1hg ~OiJ)~~J;tdQf'iOrr$,::',regn.~Ji;f).f!:
t.l)ff.l~nlf~:~I~t1·()t .G{)x~rnP"'81it~?~~fI~(1. ·patent~'.; .. I.~. ·I)~ItlMr;t~. 'Jb~:.:l\~~,~l
:t"inllWij,::~~~:lhlislled ·l~~~e :'C.b~mltt-¢~(}~'G()Te.rl}pl~.nt: I~ll tel)~P()ti~y t~,:p'~si~h.(iW
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"~{>~fIi~,,I'{)~" _~y., ,'Y·~#:i:,:~Zgf·~i.~H¥~,'~:,-j-·:_b~~~t':tf:~t:,":Il,I~i'(i"Jo,,'-n:~':~~fJ:tr~,,':~:h~'~:n'il'~l~~~::'A;h:(l~,-~:i(j-,"lh:I" ,:'f_:ri~: ­
'tfft~l\~ t i,6i~,: thlft., ~:(fi:'-l(1.', ~·(~l,I~.ri,I,lt(r!\y~:::HI~, rt>!t,llir JI_lll,~:ii)Jl '~)_~'~111()ij,i~'C!1 ',h;~n~,9 f.'t1_t~':g(Jlie!~
" 'TIle e'tl'orts of bolh 'tlie ,Committee IIn(\ the P:lneI' Hare provided incr<a!lEd
l$·,W~\~:~~dg~'o,~-,t~e,~rrl~'!S,~J:'(;(n'~r.l.ln~UJ:['uteut,J~ilicY:C)·11~he'PI~hli,Q)t1_t.;~r;,p~t~-M9,r~'

:..lHfli~i:1Icnll_y,::·:-h¢·',st'U(lie~,,~_~ld:;,,(txric:rie'I:):~",o\·(!r ,U}7:,1~_,~_t'_sev_~n.:retlF8."lHly,~",j!ldlqtte'd

"',c;t,~l:¥":':~V,~~i!~Je",nre~l:linlIUbn',,oc,q'\~i1.~·~IHp ~t',l)~t~it(,r-i,~~lt'g':'~I):'G~xer,~'IH~n:t~~p!>,,~
*i:!~ett.ij~:t:e'A~i"()rls,:~itJI,er,'jq: ~-he, qo\~,erJ,lin,elrt,nr:,JI"l:its/ ~n~fr~:(~~~,r8 'l~:,'~(),f:~:,' cS:lt:i~'far~
t~~);,'n;f,:;llS:f?r -:G'~\',!ruuien t:I~li.t.l"nt:: ]K11i<:,r~ ~ nd:,:tlr~ta ..~~xiLl~1 ,<?'9y.el~II.~~!1 t;,wla~
.:~f'~~~·l.!csl::ser\:~~ tl~g'Pl,llJ,1 ~c) ..lit~:I;"'~l;:':,: ,. ,: >,' ,"""" ,:, ""","::' ,:-",,', :'-:':' ,",'- :::,: " •' ,,:' "
~::~f~:t~1 ,'fh,e, '~P~ll'Uli'~c,hll,"l,ltil~z~:t..iliJl ,:o,t, '<1~)Y,('.rhmeJ~t~~.J.l0pso~eQ,::lh'YtmMon~~,',Jlit!,

""l~rt:rii~~l~~tym,' of, lr)~lu-~trr""hl,', :GA,y~r,il:~l~rn t,'·:fe~(>ai'.i!li:nJld;:~'~\·~t()J)ry:t~~:",pr9,g,l'~m,S~
.)~il~I,: (,:Ol)"HiHH'~iaJ 'copIll~UtIop '~:l,ll,lle:"inth:l~n(~eclhi Jij.e: cof(j119\YJ!lg:' fa ~tor.s: ~,tl1 e ,D)~~';
: ~~'~%f:,()( tlle'e():~lractingu.l?:ellCY; .-t~~ ,IJlJrpo~~,: ':In,d,ni:iti~re,,6f- ,thec6Ilt~R'ct,,;:lhe
~~l!:ll,(!l,~~~ciul·tll)p'lJcal,ilitr:', ~lllijllH~ r,ket ·l'Olel'lti,~l.,p(:,the"}ll~'el~tiQllrt~l~:~~t~lrt JO

·"WJ1J~~,tJ.:t'he,in\,:g11t'ion: Js .d,i:'velope(l ,,~Y: the·'(:01I,tr1,1cJjIl:~;' ng,~n<!x; ;~.le, pr(}i~iJ)ti:-?:nal
:ti~f~~'~£i~:i("s,'~f",th¢' :('~IH~~9tl,II'~::;-tg~n(;y; the c6II:1,1peF~j.~l',o~i~HJn:ti'onof,',the';cou..o
J:,t11~ih"~'}1t),d,:,,:thc,:extt"11;t'of:: -his,pri,YutelY finn~£e~:.'r~sen~f!h:,j.:~:tlle, reln~~(}:t~~.
l~(:)}~)g)·' ~·:,;l)l~l:::~;J),e, !-;i~e~"J,ul:,t~l:r~, aud· r.4:',~~~:~eh.orien.~a'tton0.f.,th~J~'rtln:rnt):riq:lI,str:",,;
',:::,'iJ,.c:""i ,tl~'~~I~-ern;I.,·t h,e" ,:1-.,()v~:'fn£t()~~,n'r-e 'J:'efIectetlifl. 1h~ .. :I,laslc:,llri=~lcill'l'~s ()f'." t~ ,e
:({;Wi:t.I!,r(>~,l~~ntj,~l,lPI'ilil·~~~t:lt~i,I~~Pt~' , :.",';", ,,'~',' . ::', :',c",·".····;.:,:,:··",:.: .:. ';, :,: ,.'
:,:.~{:n~,~(t,,;(lir:: ,tJt~~.:r~,·~ll:l r~ ':~( ;'(}If:.~rj~(n~~, ,..a:n~ ·.'()~fle'r,i~ry~e .'~,fl ~',U~,tl>,lll}'(le r,'"pJe''~O($,
t.~nlr~·~~·::~tlll~~)(>~11:·. ·ee1:"tU:lI:l':jl.li~rm··f,~} fO,ll,!~ ... In, ···.ll~,e .:,f~r_l ~~. :·h~~i~. ,he~~, .... :I'ec~!lj:~t}~*.dE:!.<-l
wl~ it·~ .... WO,llld:ilrO\·i:9~\,'.(t, )':~:h;(~~~y,i!lell:(ls.· \y.i ~ll· :~:~J!~,i,t:J~~al. :lt~~hQI'l~'~, 10j)'~~Dilt:~Prk~
lr~lgt(jr~,t o,,{)~).fa,i-n:'~P",'1:t,~.l""l"i,~hts:·'(~illl'~~n.J i~:t iJs.\\'Jlere,~,~~s~,r,!:, ~(j "~, ¢~i~~·~nti'll~'I:;"
tJO'u;I-,r ,~\·'hl~re·':~IJlti:i:~i!'1~:clrc1ll~~raJI~-hs':"\\:O:~lN':,Jtl:~lf~¥':§11~h~:n~l:ltJ()ti:9.fi,'rig,litS ..
(~.. ) ... ''{Hlmtio'll,nl'~l~ld:l,ne~,~orUie ~·f;¢i1~,(~$:'j~':,pro~lqH~,g:"lt:Je:,J~,t:iH1;:liiO'r ?~,"(f(jY~'J:u.' '-.
~JI~nt:~~I:)(msored'i n\'('uti.0l}s.f3) .ch~~ifi(i'lti()n- 0f,therijtPor~'ot,§t#t(!,$'3'~l9",Ql11:I,I·ictpal .".
~l)\:rrm!.lellts. in,,~I,l\~~lff'j,(ms,:·.'i n •. Wlli<'h"O,le' f'~dft~~G~l-\:~'tTIment:4:£qlHI:~$:,a ·.HC'en~e.
:1 Ull': .·!4 J.lI. mnre,detihili:re·dIlta .. b~:-;e :for:e\·aJ~!~tiugt'he:IHJ:miI11$tratiqly'~nd·~ft~t,;c.

,th·,eIless,o~, •. t,l~e. J~oticr.:ar~d :the feas-iblHtsa'nd',d~~,i:rakUJtyof,tllrtp,e'rre~.lll'ment
,or:,llwdHt<"ntiOJl p::f,thePoli(;'~.. ..,:,-,",', ',,>' '",: . ":", ..':',:' ...

I .'. h;in~;aJlpr(I\·f:'dthe 'n·hoYert'C~mllwudl1tlons :1"4 ,ha,"~' il,tt~,Cbe(la,re\~iscd
~taf.(lmPllt of, Go,·~rnm.E'nt.Pntcnt., Po1i<:-y .for .:~91~'rgni(tap,r"E'.,~~.}\::it,ll.:t~l~ .. ·lnf~J
PHI iC")' :.::: tatplllen~.,the'f~('dera I.'c()UJl("n,~hanrn.a){~~ con.tJnu~IJ,g,~tl;'()~t to, r~9,rd.
J:Il0nilor nnden~l11ate' the: effeets of this'po~leY'Stn:temeIlf.Ae()m~~tt~e0tt,:,G,(l\""
eJ:"tlriumt .·.l'fttentPolie;r ~'. operating under. tile .ne~i:s()ttlle,',Fed~rif.tC{)~lP~H'(0.1· ·Sci·
ellC'98nd Technology, shan assist the '};'ederql c~u,ncn.In tJi;i:!:se mattet::l~

'rIlls memorandum 3,m) stalement of policyshaU be puhlished,in th'e Federal
1tP~er.

RtCl[A~llXIXO~.

~oTF.:__'Ibe' text of tht> memOraIi(lum.wal'l ',rl'letlserI,~t·SA,JlClemerlte.<;all(. "The stll,ternpnt
or nolle;}" m~ntlonM lathe memorandum'}s.prlnted in the Federal Reglsti;iot Aug;:26,'13'11
(36.;F~U~ 16SS!).





'tHE llNIVERsITY AND 8~[ALL BUSINESS PATENT
- PROCEDURES ACT

WEDNESDAY, JUNE 6, 1979

U,S. SENATE,
COMMITTEE OX THE J UDldIARY,

IV~lIington, ))..0.
T)le committee- met, pursuant t<;l recess. at !l :47 a.m. in room 228,

Dirksen Senate Office Building, Senator Birch Bayh presiding.
President: 'Senators Ba.yh (presiding), )Ietzenbimm, Thurmoml,

and Dole. _ ,- - -
-AlsO present: Subco:mmittce on the Constitution: :Kels Ackerson,

chief counsel ltl]U executive director j :Mary Ie Jillly; staft' clirector;
Linda Ro~rs-IGnj:(sbury, chiefCIerkj Christic-,T6Hnson, assistant
-clerk; Joseph P. Allen, legislathoe assistant. Brenda Levinson. counsel
to Senator pole; Kiln Pearson, minority legislath'e assistant; and
Dennis Shedd, counsel to SenatorThurmond. ,.

Senator BAYiI. 'Ve will recom'ene our hearing this morning, with
slwcial appl'eeiation for aJi of you who are here to once agl1in share
your exp{'rtise with the c.ommittee.-

Today the Senate .Judicial')" Committee is hoMin/X its ,,<,conaday of
llearings on S. 414, the University l1nd Small Busij'lli$s Patent Prace­
dlIres Act.

At our laf't hearing". the committee heard from a number of e-xpert
witnesses who testified about the delavs and frustrations that manv
promising" invcntions face when a. small busiue;;s or iiniversity con­
tractor makes a patentable ,Iiscm'('r)' under federaJly-~upported re-
search and development. .-..

The prohlem in a nl1tsllell is that while the agoencies have a horrid
record at. developin/X and marketing new discoveries thelllseh-es, thev
are rell1('tant to part with the patent rig-hts to inventions E"ven wheil
the in\'('ntor is willina' to undertake the risk and E"xpense of de\'elop­
!llE"nt. The reRult has Iw<'n that many good idcas are being drowned in
a sea of t'('(ltapE" and uncertainty.

Then. is' linw l! j!l:eut. dcnl ofconceril11Q~lIt the health of Atrwrican
innovr.tion. ~ewRwe('k mal!llzine for this: ....e...k has it cO"E"r stOI'y e'l"
titkd "Has AmE"rica Lost. Its Edg-t>?" AmI thHe arc a nllniber of bills
th~t Ita\'(' bee,n introdneecl tryoing to !tJlltr American inwntinness:

'fhl' F...deral C'rOvernment IS now hy far the largoest SOllr(',' of 1'E"~N\l·('lt
and de\'elojllilent mone~' iritheconntr)', rnl('s,q 1!O0<1 ideas and in\'~n­
tiong {'omin/l ont, of this ... IToli- r('lwh thE" marketplace. fhere ha.qlJN>11
lilll", rE"ul Il'(Ihl io thE" plIhlic. Till' hill that WI'! at'(' considgring" today
WOlth! -allow nni"el'Silics; ~mall-bllsillE"sses. and nonl)rofit organ-iza-'
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ti.O\tto r~filin patt-nl 6gllfsto inhmUonsthlit they make urider Gov-
ernT\lerit-supported rt-senrch and develo'pment while guaranteeing the

. tights of the Govehllnentto'l1se the iJ1,'ention without the necessity
of pnyingany royalty fees; The bill would also tetlu'ri money tn the

J, ' Go,-ernmeht whene,'er one of these inventions nchiew's a certain le"cl
,:\'1' o;j'sw(l~$S in the mal'kl'lplace_ Thns, S. 414 creates an incentive for the

invrlitOl' to take the time and effort needed to market new im'cntions
, ~hlle protecting the legitimate needs 01' the Government.

" ' '1'he Comptrolltlr General. Mr. Ehrier B; Staats. told the committee
, ',' onMny 16, 197'9, that the GAO study of Government patent polic~'

had I:evealed that there nre now a wide variety of policies followed by
different agencies. " . " "

,':Agencies such asHEW and the Department of Defense which had
'.imple1nented liberal patent policies r:ga~ding- lInireT;'Sities ha,:e n."'v
Qe~lln to reverse themselves and ha"e mstJ.tutecl a polley of revlewlllg
patent petitions on a case-by-ca.'le basis. HEW freqnently takes 8 to
15 months to complete this review ~ith no certainty as td WllO will elul
np owning·the patent. TIle Comptroller General stated that passnl!eof
S. 4!4 would be a constnlCtive step !n ending this. lIncertain.t~' and
making snre that we have the best lJOSSlble patent polIcy governmg our
large ,research e,xpeJ:\ditu:.,. ' . '.

Pre~Idents Of three smai;:?"r'4;,~h companies told tIle committee
that the confusion and uncertainty that now exists over ownership oT
patent, rig-hts was one of the principal reasons that the inn{lI'ati I'e
small business is reluctant to g-et involYed with agency !:eseareh pro-
grams. "

Small businesses 1mve pronn to be the most innovative seg-ment of
the eeonomy. When tlH'se innovators no long:er will participate in
Government resl'arch. the I~ is suffered bv e,'ervone. The small busi­
ness witnesses sain that a bill like the University and Small13usinei's
Patent Procedures Act was essential if the smail businessman was 10
participate in our research effort to the weatest possible exte.'t.

I think that we should all remember that we are still living: to a !!,'oat
l':dent "on Grandfathl'r's monev" in that onr standard of living is "
diJ'ect result of the ir.itiatins ni'ade earlil'r in this centurv bv a hanrl­
fnl of men and wornen who had g-ood ideas thllt they pnrsued until
these ideas had achieved ,hl'ir fnll potentials.

The rl'sulting- breakthroug-hs in medicine. communi"ations. an,l
trnnsporfation han> henefit",1 all mankind. :"ti!l, we cannot assnme
that this rieh inheritance will never run out, 'Ve must make sure that
the we 't ideas of our own time are g-il'en the oppOliunity to achieve,
thl'ir potentials. I do not think that an impel";onal GO\-ernment ag:enn' .
is able to gi"e a new. idea the same amount of intense intere<t au,l
attl'ntion as the inventor. The result, is that many goo,l i,leas takl'n h,'
!he funrling- agency perish on the shelves of Government hecanse there
lS no incl'ntive for anyone to invest the time and effort nec~sarv to
de"elop a new discovel:Y. .

TIm ,,,itnl'$ses that. th" committl'e has sclwtluletl today should he
nlllMo shef) some more li!!llt on the role of F~rleral resear~h on innot"n­
tion. all.d more specifiralh·. on what the he~t, possible policy sholllrl he
for detel'minin!! ownership of resultin!! inventions. WI' must insure
that I!()od ideas are delh'ered to the marketplace where they can bene-

- ;-"""',' _", ,,-,', "".'. " "0' """",__ ' " " '.' ,·",'",_,; _,",_, 0 _,,', ••••••• .. """_", '0.
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Dr. AXCKER-JOJlxsox. Thank you.
~Ir. Chairman and membN"S of the committee, I appreciate the 01'­

portunit~· to appear before the committee to testify in support of S.
41-1-. I llppear as former ehairman of the Committee on Governnwnt
Patent Policy. 'Vith me today is Xonuan Lathr, former chairman
of thc Su!:>committce on unil'ersities of the GOl'ernment Patent Policy
Committee. '

Allow me to begin by im'iting you to i1idulge W:ith me in a hit of
whimsical speculation upon a familiar Bihlical story. In the ori,!!:;!'"l
wrsion of this ston', the ill-fated Samson reveals to Delilah that tlw
secret of his superliuman strength lies in his unshorn locks. Delilnh
wastes no time in confirming- the truth of this rev"1ation the next tillle
Samson sleeps.

From our knowlNlge of human physiology. we rire aware that. ab­
sent. (livine intervention. there exists'fio"correlation between the length
of OI1I"S hn:r and the strength which one,possesses. Samson's eontem­
pomries Wi' must. suppose lwre no less well informed on thi,s point than
.we arc. A l'IOSe reailing of the stor~' indieates that, betwee!! the time of
his l~irth and his meeting with Delilah, Samson had never experie!lcNl
n hal.rcut. .

Sinl'1I Samson llan ni'ither tlleol'etiral or experimental evicle.nc~ for
trin/! }Ii" \mrli~putNl sh-i>ngth t;) the l"n!!th of hi" hak ~e ar:t>ju"tifl",l
ih- asserting that. his infol'nlation on the subject came. nirecUy from
God,- - - .



,

; • Q~ery: IfGod had not made t~~:direct. ;evelation to Samson, how
". 'nlltny haircuts wOilld we Eixpcct him to have had before hl,'..stumbled

, uj,imthe ttue seCI'et ofhi~ strengf:h ? . . .' '. .
Before you answer tillS que,stlOn too hastily, let me emphasIze an

.it· obscure point in the original stO·I'y. ,\fter Samson's hair has be,m cut,
}~·:b.llt bef~re he becomes aware of the fact, he rises from sl<>(1), note thu.t

. the'PhiiIJistines are nienancingly near, and announces that he will dis-
~rfiat!o'h them ill. the same way he has previously dispatched so many of

,,' :thel I' c·ountrymen. ' . '
;',., ,In Shlwt, Samson <loes not feel the loss of his stre.ngth: he disco~'e~5
:;;;)l~<; <;imdition only wlie:l he calls upon his b'trl'ugth and finds that It 15

,nussmg. " '. '. .
, ." God has not spoken to u" 'on the true se<,n~t.of olir historl<' preenll­
";nP:ncc in high-wchnology eoiumeree,. There is; of course, no single
~I~ment which can lay exclusive chiim to being the sc<'ret of U.s.
teehilOlogioal success. And yet. in that collection of el,cnwnts which.

, 'taken together, olFer a conVIncing explanation, there exists one whos~
imporlariee. has so escaped J'llCognition that it alone can be d"scribed
a~ "secret." This element c.Qnsistsof the, intelI(>l'tual,propl')-ty system
ge.nerally, of which the, patent systcl'm l'.Qllstit.utesa rMjor pil;rt. ..-

There' rore two reasons, it seems to rile; why t he i~npoi't;inC!l of, the
}lateht systerll to our indnstry and in particnlar to 0\11' international
hurll.', hils recl.'ive<l so little re<'ognition.•\pparl'ntly· our FI;lImding
Fathers, while they provided in the Constit~ltion~()r the patent systell!,
hurl no notion of the fundamental role whICh tlus svswm would 'ult!­
miltely play in our modern socie,ty. The patent systcl'm was designed to
lwrform a single, function; in fact, it pl.'rforms two functions superbly.

.\nd tlJ(\ Sl'-cond funotion, unanticipated by the authors of the Con­
stitllt.ion. has asSumcd an importance well bl.'yond the first. The in­
tl'nded purpose was t<i promote the, progrl.'sS ofscience 'and the useful
ads by holding- forth to inventors the opportunity of financial reward
in "xchange for disclosure of new invent.ions.. The profit incentiv-e, was
l.'xl'ccted to add substant.ially to thl' number of rlise.1osures arising from
lJrl'existing indncements snch as fame, profl.'ssional recognition, desire
to J,etter society.l.'t cetera.

Apparently'the Founding Fathers did not consciously frame the
plItl.'nt s)'stl.'m to promow the doml'stie and international e<>mmerce of
t Ill' United States. The·v assnmed that market forces would be sufficient
to pull the. trllly promising im'enions into commerce, while ig-noring
the 11.''<;'< promising. This assumption is, doubtele;;s, tme OVl.'r the long
t"rrn. Y"t, in the short wrm. it is d"monstrably false. And in comml.'rce,
whpre the 1'Il('l.' is to the swift. it is the short ternl that COllnts.'

,\Ye now know that the surest way to delav'commt>rl'ialization of an
import!,llt invention is to dedicate it to the public. Penicillin constitntes
a classl('. case. ,

The amount of IlI'nicillin produced in the first 12 -years following
FIl.'m}ng's Xobel Prize-winning but unpatented diseovery was i,n­
Sliffic.lent to saw the life of the one patient who received it all. Had
Ffl.'l)1i llg' patented his invt'ntion, it i,vould have be~n brou/rht to the
pU~llk ·years,earlier, with thl' saving of countless lives. He discovered
!~la,te, and 1<, his profonnd l'PJt~t, that the pat"rit system is qiore
lI)1portant to the commel·eiali·zation Pl'oce,Ss than to t.he iIn-ellti'oll

. ''lIi"iJce$i , '. . .
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~*#klttt;~u~:~:~~,
pat~nt.ed .rnv:en.tH>n .w)illch Is' m~de freely aVRII.ohl." on ": nonexdlJRlH1
basIs: IS mdlstmg'Ulshable from. a l~olJpatented lI'~v~ntlOn. In othe...

,;v.~on13, 011.... existmg Fed~ral pollcy Insures that bIllIons of R. & D..
i~ qQ~t~~~sEelit in the Ulllted States each year are donmen to repeat

Flll!ihn,g s folly. . ..' . _.
. c: ·Samson would have had greatd,ilkulty In understandIng how It

·.. ·simple haircut ean affect one's physical strength. We seem to ha\'"
':. eJ:perien:c~no less difficulty in underst~ndingfiowRpate.nt ~.an se...ve
'.,: .any· functIOn other than that of·promotmg the progress or sCIence and
;' the, useful arts.
,;' How, .e3:aetIy, does the patent sy~em promote our domestic and
·"lilt,l'.ll1a.t!onal C{)mmerce! Allowme to Illustrate.
·'.'Fler1ingpublished the results,of pis wor~ 0!1 pmic.iJIin:-in. 10>29.
Ffjs !'lght t6 apply for a patent m. G:eat Bntam and m most,. m~lls­
trmhzed counttIes of the world-expu'ed on the date Of publicatiOn.

Since his contribution to HIe Jlrogress of science and the useful'arts
culminated with his publication, he·could offer no further consideration'
to theeommonweoJth inexcliange for the grant of a patent,. ~ote here
that the patent system does not confer a rewal'd after the act of inn1n­
tion: it6ff<,rs an inducement prior to the'act of disclosure. Now. sup,
posethat a few years later, after reeeognizing his mistake in jlOt having'
applied for a patent, Fleming decides to rectif,y his err"" ·by asking
the British Parliament for private relief legislation.

What might he slLy.to~onvinreParliament thaUt was in the public's
interest., rather than merely in his interest. to ex~use the late filing of
his application and to alloW" him to obtain product d;tims on peui­
~illin! He would tei! the truth. He would indicate that entrepreneurs
were unwilling to invest the substantial risk ~apital nece&>ary to build
a penicilli::. plant because they feared that within a few w{'('ks or
months. long before they could recover their im'estment, .penicillin
would be synthesized.

If he heid a patent on penicillin, with product claims, Fleming:
('ouM /....uarant('c the security of their investnlC'l1fs hy licensiu/!' nl(' pro­
d~lct.ion of synthetic penicillin on terms which ""mId pennit the amor­
tizl!tion of !H'e('xisting plants.

Thus, he would arb'ue, tho immediate benefits tn G.....af. Britain, with­
out the pxpenditur(' of public funds. would be the creatiou of a ppni­
cillin industry. new jobs. greate... tax revenues. improvements in bal­
ance'of f.rade, plus the sa\'iu!rofcountle&s lives. Indeed, all these things
would have been possible if Fleming had filed patent applications
around the world jlriorto his initial publication. ." ..

This is the ""cond, \mrealizN! function of the patcnt system. one that
has little to ~~ with pro~ss in scien~e and technology; except as a
source of addltlOnall'esearch, funds, but a great deal to do with domes-
ti~ llnd international eommelw. ' .
.In speaking of San}son e~rlier: we not('d the possibility .that a .eon­

salel1lple perIOd of tIme nllj!'ht Illt""\'cne between a TOutllle haIrcut
ll!ld'his aWal'l'ness of a l<)ss of strength. Oh\-iously, the longer the in­
t~rvnl~ the 1('$ jik('l" Sainson would 00 to discove... the tme cause I4't
usli(Jdto Samson's' difficult iI's by supposing that his Ios.s of stl'e;l~lt

".~'~';;.
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is n()t'ar:;Solllt~ llnd instli,nfuineous, }jiitgradiJaliln,d~::den~ing' over Ii.

:~~r~rrJw t1tfft~~\t~~t:lth~~;~lrlti~~s~~~tw~~I~~~~~s ir~
palent policy OIl' the one hand, and changes 11\ our economy 011 the

ot~~~si;ler th~ case of another Nobel-Prize winning invention; the
tl'ansist<,Il'., '~'his one harl t,,'o advantages from our point of \'iew at
the uutset: It Wn.,; an American invention (nell TelepllOne :[.,:;toora-
t91'iiiS); aild itwaspatented; , ' . ..~.
· HOwCYt'r. in l!l56. the .Justice Depa~ment ordered A,T. &; T. to

license its entire' transistor technology and, indeed, e\'ery sirigh~ patent
it owned-onr 5,6oO,-to liny firm any,vhere. Such li,censing: was to,be.
without an\' charge. in other words, A.T, &; T. wn.,; ordered to do With
its patents 'in 19."6 precisely what the F~deral GO\'ernment did then
and does now.wlth Its patents; namely, hccnse them to any company
around the world frooof charge.

Three t1,s~ firms did not shilln in this tllr~Cs.qe.GE. RCA, and Wl'5i:·
in/rhousc. ha "inA' been prei'ionsly lic~nsed, were ordered to continue

l
)!l"ill~ :oyalties to .A.T. & T,: thus reducinf! your amI my telephone
"n. willie tIre forel;:rners paYlllg no royaltIes reduced your and my
telephonl!'billnot at aU. .•.. "

The si:rnifipatl(1(lofthis new patent policy was not apparent to the
t1>""'l1n<l< of ppop!f' tlll'n employe<1 in'manufactnring rad,ios. phOiJo­
~raphs. and.otl1l'r consume,; ¢Iectronic~. It took 12 yeri.rs 'for th~ in·
dustry to WIther, J.ly that tIme. the hl\1rcut had long smce been for­
gotten. to sa\, nothlllg·ahout t,he name of the barber.

A f?rmer' Attorncy General. while Sl'rdng as a member of this
commIttee. onco offered a delightfnlly incisi\'c comrnrison of those
",1,0 se" all thinl!s as thev arc and ask "'Vhv~" and those who see
things that ha,'c ne,'er bCen. and ask ""\\'1)','" noH" The first of these
I!I·O"I.'S, is l!"nernB)' thought to be populated by scientists; the lattcr
I", "lslonaries. '

· How,pyer. there exists one Sf'/-,'1nent iu Our societv which asks Ilnd
au-we,,;, hoth 'lue.,'tions: Our im'entors. '

Onl' task thi, mOI'ninl! is to join th"ir ranks. I hope that we now
kuO\" the w}I\'. just, as. for diff"rent rPaSfHl'. Sameon kne,,, the why of
l,i< "x!mor<li"narY strength. Let us now cxamine S, 414 and dweli on
11,,, ",)1\' not. . '. ._,

Om' 'rr",,,n'! fr~g1nen.ted patent polipy plac"s ownership of mo,t
f"(lemBy f"nd"d lll\'CntlOns 1Il the hands of the (;m'crnmcnt. rather
Il'an i" th" h,mlls of the in \'Pllt inl! org-anizations. LiPens,'s und"r th"so
f"dem1ls fun<led pat,ents-a"Suminl! a patient is soug-ht and ohtaine<l­
111'1'. fOl' the most part, malIc fl'el'h' a,'ailable to anv nnd all comers.
llotllPf'ti-~ ,1\-p,lt91~i.:!n._" ,') _'_~_" _ ,'_ _.-''-'' ',', __ --'.'.".
· Th" "fTe"t of this polipy is tonu1lify the sccond, the commercia1iza­

i 'Oil fllnl'linn of the patent. system,"lIld to cast donht upon the ncces­
sit." for the fil'st. .\fter all. <lop!, the (;',n>rnmcnt induce it,elf to dj,,­
I']o-e its in"elltio!l~ 1.0 the Jillhlic h~' ho1<lin~ Ollt to itself the pi'nnli,e
of II p"t"lIt hy'whll'h It palt make 110 profit ~

~. -I J.I 1I;;lis thl' rhf'toricnl Cjlll'stion: 'Vhy not allow small bll~inesseg
nnll IIniwl'sities 1.0 I'etnin paient r.i~hts in their Go,-ernmerit·ful\ded
dispo"t'rie~. with the hope amI expeptntion that the COllll1lcl'cializat!on
".r th~se dispm'eries will thereby be facilitated.
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IJ ~t;~I: as ullin'I'sity an"d:'~lIialj, Ilusint's!l in,Vr!ltiohs arc concerned,
:". 4 4 IS mteIHIe<1 to, and wIH. cllrrect the mgatlVc elYect of our pres­
{-nt Government patent policy .iron commere'jali",aJion. In fuhire years,
:-:.414 willIJCr'.'Illenlhere'l as iJ, turnhg point in ()[!I;..attiftiue toward iJ!,­
tellectnal prol?erty, c,'ide!,<'ingnot 1,l1erpl,v our ll~va:kenin~ to the 'Iw&f)~
lelll. hut our finll dcte ....wlllllOn to remalll Ill'st In a pcaeeful but bru­
t llJly "'!jlnl",tit i,'e worl<l. , . .

, .•tai):tn has nnnonnced its ,intention' to cripiur~ varIOUs ~le!Ucnt~ of
·.,the eomputet' inllrket ill t<lU'l l!lRO·s. So onc suggest.s thllt, thiS IS an ulle

':·!ioasl. In faN. n'mllv in this counlt'v hCliew that: w(' shou1<1 emulate
'''.Tapni,. Inc,"-thnt 0111: ni"'crnmt>ni shollld join in thi' planniJip; aIHI
Ulllllll;!Cllwllt of sl"'eificnl!y'targpted cOll1lllcrpial pursuits. with the oh-
j('ctin~ of insuring the dominance of our industry in intt'rnational

. (nil1". '. ,
:'" . Such all npproat'h. I fellI', \\"ou1<1 i'nil many of the frPedon1s m'l now

rnjoY;llnd is ulllikt'ly to be succcssful in any cwnt. Thc first casua1t~·

wouhl be OUI' pluralistic allproach to the problem-solving; centraliza­
tion of <'Ollt 1'01 lIlcans. the 'prioritization of a\'ailahlt' stratcgies, a'nd
the e1ilnillation of fnndillg'.for thosc at the bottom of thr.list.

:-.. 414 is II IllncIi sonnder aPi'roa~h thall' ".TlIpa~l. hic." It 3s.<;ur~s

thc cOlltinu-ation of the Satioll's pllll'aliotic :ipproach bv elltrustinj! to
"our iuno\'lItots--at least those 'asSociated with small l,usiJicsscs and
1I()lIprolit~t.hcbnntfnof c~mmerciali7.ati"'nas the price of O\\'lWr­
,hip. III l\lhlilion, 8. +14 will moth'atc ('ontra~tors to take a,h'anlage
of Tor{'igll patent syskllls, thereby elihancing the base of our techno-
10~il'111 COlllllle'I'CC. .' "

To suggest that the pl·jvate seelor is in a position to i~nore the inno­
"ations g-enel;ated by Governmcnt research and developmcnt, and still
remain competitive. ovcrlooks the fact that th~ Go,'ernment funds
lIaIf of the Xation's research lind de.\'elopment.

Further. Government participlltion in basic rescarch is increasinA'
as the priyate scelor shifts to appliNlrescarch, much of which is ncce~­

sary to mect 1o'cdt'l'llI rej!ulations. The increased presencl" of Federal
funds supporting' life scicnccs and energ-y research in the nonprofit
fO[tlOr is eSI){'ciall~' important to those in<lustries im'olved in the de­
li\'el'~' of llt'W products and pro('css<>s relating to such technologies.

hr"cllse,1 Tnn,linr will lIat'lmll,v 1'('.<;u1l in_many of the best pre­
liminary leads hcing en('onrnged by Gm'el'llment funds. Passage of
:'. 4H is cspc"illll~' important if we lire to gain industrial ai,I in their
cOlllmcrcialization. '

:".414 will certainlyemphasizc the role of the technolol(V trallsfer
nnitsah'cady in pla~e in lIIany universitics. These g-roups tra('k scicnce
and teehnoloj!Y, establish prol){'rty prote('t ion onnniversity discoveries,
IIn,I then 5Cck out those who would apply these discoveries to meet,
IIcNIs in onr society.
, The hilfs- briniin~ tOj!ether of the indnstrial and nonprofit sectors

throuA'hont the innovative process could prove very stimulating ami
prodlIct i\." to both ~tOI:S. '

I IUlve been dishlrhr<l hy tIl" number ofil1\'entions in the Gon'rn­
!nCl~t'" patent p~.".tfolio T.hi"h haye ,neycr ~en licensed. I wonder if
It wO\1l\l he fCllslhle to amend ~, 414 t-o I'll'rmlt the contractors covered
by the biII'to retrieYe their as-yet-unlicensed innntions.

8ES1COPY AVAILABLE<-:", ,.•... ',' ',- ",'.-,.", : •.,-, ..". -' ;"- '-', .. ',",'" '·-·',f',·, • ',-,', ;-.,..< ,' "., ..-'..•.,.." -'..•.•.. ,



Uf~~~~.~~i~tl~~~~::g~~:l:~:I~~I~llc lYQif{~HQmay well ~eacrl fruitidn

S~ii:ntor '·1:A'i"H. Elicitse me. ]')0 vou think Ihnt tlwSi' Government­
o\viled i!IVelrtiOI!S are Jj~ely to be'developed if UI~ bill is n(jt made
retl'Olictl\'e its-you suggestl " , '

Dr. Axci{f:R,.ToJJX~N.So, they couM be, if the bill were amended
in sikh Ii way as to be, if you lib, I'etroitctil'e. There lire some patents

,in'}'Jiepoltfolio whose IHetilb!>s. bN'auSe of the 17-year dU!':ltiilll of a
:p'llJt'nt, lIlake theln avuilahle,for Hcensing', howeYeI',they hl\ve not been
)"iCelIsc,lunder the nonexchlsIW approach. ,

i.1i other words, there arc nilnrly ;jO,OOO patents in the Go\'ernment"s

llo"tfo,lio to <fatt>. A lIlere 11l11j(lfl~1 of those. perhaps a thousand. ha,'e
leell licensed at any, one tlmt>. 1 he other 29,000 are not. One would

assume that tht>rt> are IIllinv in that portfolio that hll\'e not been Iicenserl
be'causo t111'Y oJTel' no Jll'oiection to someone who obtaine.1 that licenf'C
on a Ilonexclusivo basis. "

Tllerefol'e, if ~'ou were to amend the bill to allow thost> milicensecl
patents to be retrie\'ed by their imentors so that the\' could thei! havl'
an ('xclusive 'I'ig:ht to tht> lllltents. it would be n way to insul'll some
1lI01"(' tmusft'1' of tt'('hnoloI!Y fJllickly. ,

f;t'illitor IHYII. You do l)pt l't'at) tIle bill to permit that to happpul
nr. AXCKI:R"JoHXSOX. X'o, sir, because thitt would be n retrOlliCtil'o

e"t'nt. , "
I 'also ha,'e som" conct'I'l1S over ':lIe pnvhack JlI'O\-isions of se~tion

20.f. I undt'l,<;taml tht> 1Il0tivntion undt'rfying: this !'('etiou. )[y'fear
. is that the costs of administration will fal' surpa'S tht' amolfitt of tIll'
, Go\'ernment's I't'coullln'~nt. Perhaps the yarious departme,nts of GOY­
t'l'mnent could be g:i\'en the discretion to dispeusc with the applirl\tion
of this St'ctioll. or compromise the Gonrnmenfs claim. whenever it ap­
r ..nl'~ that su('h action will result in a net financial Iwnefit to the­
Tl'easul'\'.

One final sllg'g't'stion, Xo otJwr cojmtry in the world requires its
citiz"ns to 1i<,t'us~ th!>ir I)rh-ately fund..d im'('ntions to for('i/!1lt'rs for
manufacture ahl'Oarl and importation to the country J'('sl.onsihle for
tht> il1\·t'ntiou. lYe hll\,(' don(' so fl'p'lu(,lltly. T ohject to this practice
am) will contillllt' to make my objections known,

X<'\'(,l,t!wless. T <10 not int('nd to <listmct yOIll' cOllllnitt('e from its
('onsidt'rntiou of S. 'H+ hv pr('ssiug"tlw is'll<' at this tinlt'. Tnstt'a<l.
I nwrl'ly sng:g:t'st that. iu'the t'wnt an im'ention cO\'('1'('d hy S, .f1,I.
should pass into the ownel'!'h,i!, of a fil'lIl which opel'lltt's nndel' a COIII­
pulsory lict'nsing: dt'crt't'. tht' S. .fI4 in\'ention h(', dt'elllt',1 to he out­
shIp th,' c(,,'pmg'e of that de('I'('e,

That, concll\ll('s my pl'('jlUl'('d stlltenlt'nt. )[1', C'hail'lll\ln. I woul<1 he
\'Pry hnppy to deal with any questions yolt may ha,'e. '

Senator B.,nr. Thank VOlt"
St'nator )r;·tzt'nhaulll ;5 on(' of our hrighll'St coll('ag-tl('s, IT(' ,tant(',1

to lnak(' a COmll1elll ortwo,at this timt'. '
Spnator )f.;r-a:xRAnr, I apl'r('dntt' ,it. Scnator. T first wouM like'

to t'xprpss m~' al'lll'('rintiou to Dr. ,\twke"-.Tohuson for ht'r tpstim!>!\\'.
pnrfit-lllllrly for hrill!!inj! to attention thp pl'oblt'm of complllsor~' Ii­
('('nsin!! dt'('I'Ct's and for Sll!!!!esl'inl!' that an "S. 4U iuwntioll" ht> t':'I.­
"1II1,f('d frolll the cOn'mg-e of sllch t!('crt't'g.

t<
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... A:~c1iiiitnj~n ~f trre. "~I1'tifftl$f, lfol1opofynlldntlsil1ess 'tiilihf~ fMl"
,~t-@i)lihittee, I woul,t like to take a look at that particuliu' sIihjee.t. It

:.,jiltl'igllcs lile, and I am not "SITre that our Natioii's bl>s~ interi'sts are
'C being l\Crved. Sol aPllreciate Jour testimony to that effect. It is: very
~hlig-hteningto me. '" '

'ii!;' J;>r,'A:-;CKEn-.Jilllxsox. ThaJikyou, sir. '
';i~J' ,~~~W'9r )h~I'ZF.XBX(,~{. I wholeheartedly support .th~ concel;! of

\It'l~lggmgthe patent sy"tcm for the pllrp~se Qft,ransternn~ \'alual?le
,1'?Sdr...J11, ent'rll'Y and other te...hnoloA"Ic~I,thscO\:enes to rhe commercI!l1

.dllllrkptpla...e for the henefit of the IJubhc. I"belIeve su...h a trallSfer WIlt
• +'i\tJ)llulafe' competition and e('onomic g-rol'i"th. ConsNjuelitl,\', I hare

,r~/!reed,toCO-S!lOnSOr S. 414, t1,e Uni\'ersity and Small Business Patent
·'l:'rO{'ednres A ...t..
, ·,.. However, I ,10 I,a\'e some problems ,with respl'ct to some' of. the
~,hl'O\"isions of the leg-is1ation he...ause I think thl'y mav expand the
. fpel'S of the Il'gislation beyond small businl'sses. Ilniv"l'Sltil's ,and non-
li~oJ:it ol'ganizations, The )e#,is1ationest!lblishes a llIufimn policy un­
ikr which Gin'erTlment ag-t'ndes would be encourag-ed to promote
j\atellts dl'\'eloped under Go\'Crlll,nent eontrncts throlig'h !ieenoing, in­
cluflini! the ir,antin#, of exduRin' licensl's, ' ,

, "'h1Ie small businessl's are to be ginn pJ:eferences iu this Ii...ell<i 1lA',
the hill providi>s as w"H for tlip j!l1lillillA' of exclusive li...eJisrs to lar~e v'"
1l1lsilleRscs. The idea of g-ranting- contmc~ors I'xl'Jilsi.\',e licenses lQ
pat"nts tle\'e10pl'd a,t G",'ernment expense IS fraught WIth, danger, '\

Since the Yast majority of GO\'erlllllent R.& D. expenditures go to
the largest eorporntions. the grantin,!! of eirclusiyc licenses'to such
corpol1ltions for Go\'el'llInent-financed invcntiQmi runs the risk of
further'inA' eon...entrntion of (·...onomic powl'r in the hands of the large' ,
companies. something I do !lot think that we, should encourage.

Celta!n othl'r Jloints mil!ht he raised in opposition to this 1e,!!is1a­
tion or at leMt in ...onnection with clarifying the thrust of the legisla­
tion, Sp"... ifi...ally. one con],l argue that the definition of "small busi­
ness firm" in the proposed act is so broad, that it may f,'nstrate OIW of
the. ad's ...ent-ral purposl's-to en...ourage maximum participation of the
slllall husine,<s eOlllmlmity in federally supported R. &; D, efforts and
10 {'nhant'. the ahilit~· of small bw<iness to ...ompete for GO\'l'rnmcnt
support, Seeon<1. the I'{'(l'.-irement, that Rlllall eontl'llcfors disclose "a...h
in\'Pntioll within a reasonai,]e time iR 1Il1pre...ed(:ilted and unfair.

A simi!ar re(juirellleut iR 110t preselltly imposeil on large "'Olltractors.
Tllird, the reporting requirements oftilis bill impose an onerous bUl'<INI
on sn", I1lmsi nessI's and uu i \'ersities.

The\' will undon1>te<lIv renIlt in a bnreaueratic maze. Fourth. the
a1>sen';e o(sl!'n,l'lIrds for'('ompntinl! profits and the lack of a definition
for the term "a tt et' tax profits" ...ou1d fo;;tl'r contract abuse and render
5,'diOl' 2M virtna!l;\' meaninl!ll'ss.
. Finl\Il~'. i,t is \!n,(·lca,'.when the Govl'rnt:Ie,nt is required to negotiate
Its share of "a,1<1I1 lOna11II.onw" under sectIon 204 (b1.. '

, . !>rr. f'hili,'llllln. prohabl,\' t!lere is no othl'f ;\femlwr of tbe Senate ..
'wil·h whom T,wOl'k more <:Iosely 01' ha\'e Itrl'~terassociation with.than
ym!. ane! I 'brrnl! the~e pOlllts,tO your att('nhon b"eallsc I am sah~fied
!hot, hy .Join!!' so. 1I proee~s of negotiation !lnd ...ompromi.sc will be
illitiaten and the point~ of ...oiltcntion wi1l be r1'501\'l'd satisfaetorih'
n'='a re>~lllt~' ' , , .
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1"'ot;:';n(y~ assiired oftl!e fact fh:llt:t an) p\'e!>a~d lll\d hiY.shj~ tilp.~I)ar"q t(nn~r~'r.loscly W1tI1 ~;ou,not to d6 h,lll'm:.to ~he. l~glsla.tJ:>ll,
lYiJtto ftl1'thel" .~he thrust that I know you liave III mnld In mtroduclllg"
it and that' i have in mind in being a cosponsor with respe~t ty it. 1
appre<!irite your per~ittingme to make this statement at tillS time. I
tho\lght I should do lt for the recol"d.

~J'nator BAYH. I appreciate the comments from my colleague and
il;ill~jdironi'01iio. Of course, the kind of questions he taises are the
kinifs or concerns that aII of us milst be very sensitiYe to. I have nevel'
Mm a small business, and I have never "run a llniv'ersity resenrcl.
{>mlZl'am, .' .

.' . ,J think it is very enlightening to'see what people who have harl that
experience luive to say ahollt the points which were raised by my fri/'IHI
froil) Ohio. I think we can careflllly analyze thelie concerns and then
hring' to bear Olir own determinat ion that the Government ard the

.. taxpa~'er not he riPPed off, while guaranteeing that gopd ideas an,l
inwntions mad.. tinder our res/'arch al)<l dl"'elopment progrilm,achi/','e

. their potentials in the mnrketpli1Cl'. I think we can put 'together the
kind of legislation to.accomplish this gO(lJ, while being sensitive to con·
cerns lilwh a!' those ratSI'd h:v the Senatot" from Ohio. ' ' .

~enat(J:r MR~'ZF.XBAmr. Thank )'0\1. )11'. Chairman. 1\£y h'aving the
mel'tinl! ili'not lal'k of intere~t.It is due to another eommittl'e.

~enfll<:ir RWJT. 1Ye appreciate tIle courtesy of the SenatQrfrom.0hio
kttinlr us pursne tliili matter. . . . :'

On this rptroacth'e question. how important is that? In Qther wor,h.
with (·na<'tm.cnt of this hill eligihle eontradors wOlild retain ownership
to man~' importa!1t pati'nts instead of <,ontinning to·f(·nr Io~s (if owner"
ship to (lO\'ernment agencies who have demonstrated'that they 111'<'
nm·l" nhle to con1ml'rclnlize them.

rJidCl' tlie hill the nV-l'n<,ies wOllld be ahle to grnnt I'XclllSiye lieen,es.
if these are ne<,esliar~·. to de"elop tlll' patents that arc now in the 00\'­
ernment patent portfolio. Xow I snppMe we cOllld go another way h,"
lll'l!ating pntl'nts that. had already heen allotted to the. Ooyernment..
whidl would estahli~h a rather nniqne preredent. I wonld think.
. ('an we aeeompli;;h the same thing h~' pJ'oYi,ling for exclnsi"e licen,,-
mrr as we wonl,l he negntini! the"p patents?· .

Dr. AXCKF.R-.ToHXSOX. )fr. Chairman, th!l,difference is the follow­
in:r: 1'f :m anwn,lment wpre ma,le in th<' spirit of that <,on1ment. ,:
wouId fneilitate the licl'nsin:r of teehnology which otherwise might
ha"e to go through a hnrealwratie mnze-I helieye that is the wm',1
that YOllr colll'aglle. ~enator ~1etzenbanm, USN!. .

"lInt I nm proposin:r would he a very minor change. in ~'onr hill hnt
which would fMilitate tM li<'ensing- of those some 2!l.OOO or so patents
whi('h nre not lieen!;'ed in the portfolio of the r.s. Oonrnmpnt. It docs
not <,han:r" in spirif lIIwthin:r of the bill whatever. It wOllld simply
make it somewhat simpIer for those ]icl'nses to be obtaint'd. becan,e it
wonlel not require any inyoIYPli'll'nt in the U.S. GO"ernmeT!t in the
sell;;e it docs now where those who wish to license mllst eome in nIHl
go t hl'oug'h some minor amount of activity, at h'ast. . ,

~ellMor IhYI1~ In tlll' posts that YOU hun hl'ld, especinlly in yonI'
Cailllcity' as a Government administrator, JOl, must have been wr~"
st'illiiti,'e to the need to protect the taxpayer from having im'entions
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. ..' ",' : '.' . , lij~ "'.. .
'jJjitd~ under GoveirimehtrsuPpl)rfed research programs used by Inrg~
corPt!tiitions to I'esttilinCbmpetition.. . . . .
.aM' of the I1<iiritsthnt lias bPNl rai~e(l. and I t.hink \ViII lie, raiSl'd

later by a \'1'1)" distinguished witness, is thp conr~m t1Hlt we are p~r­
'mitting a loophole here in which. instiiad of heUl·fiting the uni "ersiti(,g
and mnlill husincisses, we are really opehinl! the door for large corpora-
tionk'l1fi> lUI,e most of the pie'now in the Government researrh area.
,,' ''''ou!'d yair comment all this scenario from your experience?
' .. Dr. AXCKER-JOlIxSOX. I certainlv would. )1'1'; Chait·man. It is pre­

,~, i~isdy bpcl\nse of my conclmj for the- taxpayer tlmtI so strongly 'sup­
...port your lcgislation, "1', concern is tlilit so little of ·the tedl\lolog.v
: 'resulting from the Ill\'eStnw.nt of such :i lar~e number of hill ions of

dollars of taxl'uy!'r mone~' 111 rCfiearch allli '!tn'estment, thut ~ httle
. ·althat rt'seurchirt,estment d()l's pa,,' arT in good~ and services whirh
~'ouand I nnd C\'C1'Y other taxpayer may enjoy. That is precisely why
\\'eneed your hill. .

Tlle foct thiat so mnch of that technology licsns IInuse(1 technolo~"
as I tricdto .point 'out in my te~iilllOny, is the result of the failure of
the.l'ommc:t'l'inli'1.ution procl'ss to be complefed. ..

As Iqng as that, so to spl':lk, secret astwcit of the importunee of .n
patent is n.of:allowed to f(mctlon. so lon:r as exclush'e r.i/!hts 'cannot
he obtained by someone, vei'y much of onr technology is going fo COIl-.
tillue to lie unexplojtNI. "

I fear not nl'arly so mnch tlw in\'Cstor-entr<,prenenr heing ns;:ociatPll
with a large husin~ssorganization which is bu~ily proYi,!ing gqods an,l
sCITic'es to onr pcople. jobs for onr pl'ople. taxcs al,d aii that goes with
a snccl'ssfnl l'ntreprl'nl'urship. as much as I fl'ar the continned lack of
use of that tl'chnol0;..,;,. continned Icadng it on tIl(' shelf and doing so
in such a way thvt. forei"llcr5 !!'.Ily take admntage of it more readily
than y;e onrsel\'Cs. . . .

Senator RnlI. Let's rend the lan/!lla/!e Iliat isactnally in thp bill.
"'hat 'YC are tryin)!.to do hpre. of co'·II'5e. is to insnrl' that this bill will
enahle nonprofit organization;: and Rmall bnsinesses to ddinr new
prodncts to the marketpla('e whill' insnring that the public interl'st is
fnll~' protected. ',"I' start('d with thp premisl' that you just ('spon,e,l:
llallleJ~·. that tnxpayers' dollars invested in I'('search that never Il'avcs
the 31wlf iR a total waste.

Dr. AXCIO:R-.JOIlXROX. Yes. sir.
S..nator RAytI. The next prcmise is that first prefl'rl'nre in !!I'l\ntin!!

C'xdnsin' or J>llltially ex('hlsi,'c liren~es to Go\"C'rnment-owned patcnts
tlmt are not being devcloped shonld he ginn to small ImsinessC's. The
Lill prO\'idl's for this ~l}('eifirally in section 211(c) (3). If tllPre are no
small bllsinesses willing to do t)lat, then it is available to others.

The language here says that first prefl'rence in the exelush-e or
]"U'ti'lll.v ('xcln,i,c lic""sing of fp,lemlly-o\\',wd patpllts shall !!O to
sma'll Imsiness firms. and.so forth. Is thl're a nl'l'd to shore up this s(>('­
tion to lIyoid the kinds of ('onrems that haw. been expressed by Sena-
to.. Metzenbnum.and othl'rs Y .' . .

P... AxcKi,n:.JollxSOX.. T think. 1fl'.' (,hairmnn. that not onl\- is that
1:Ill/!uage quite adequate; but furthermore. }-OU hal'c written into this
~:_~~if,,;,ti?_ii:_·,l~-~:nrrh.~,iIl .,:l,~i~llts~·hirl'_l~,,,~h(),11(1.·~Q,fI·1pthhl~-:~Oiwr{))-(~._·gi\~~s.·.:
th":(1cn'l'tnment an absolute IDl'thod.to correCt jt.



Itse~fu& 'f;'~ie thtit yoill;~\~(>iiiit(le tJlepos~ibility
hliiily \10neilHt~nt IIY in(,fuiliJi/i that sectiOl\iJi>the biH. .
. ~ehatorB,\Yii. How do you perccive those march-in rIghts .woul<l

;liecoini!1ish what you suggest1 . ". " , ."
,,'\ lk Axcin:Il-.JdIlN8()X. Shoull,1 thl'r!" he any abuse. Ur. Chamnan.
~; wlu~ts~rrr. tlicS<>,cr!tl'rlll, ~6uldbe applil'll by the Federal,Gm',l'm.
" lrtl1ht· aJ,\d so make 1t poss1ble .for the Government to retneve any

.!j:~H1Se' ;61' IIny patent--<>rnot. retrieve a patent, but to obtain the
.~]:right;s to that. pii~lltit nnddistribute them to ,:home\"Pr it dl'e.;nedbel;t
h'Iill' the, e"ploltnt?on of thnt technology for, d,le ,,:clfll,reof t,h~ peopl~.
', ..So YOl1 ha\"e, tillS excellent guarantee wnttl'n 1hto .tR:e bIll. and It

~"lWems to me you ,have fully provided for any remote'Possibility of
. ;1\l>!I~e. .' .
'. f,' Tliat is in !>action ~03.
.... !":enator BAYH. S';nator Dole1

\ Semlto.r DoLE. i tItink vou havc conred it. There are a ,couple of
qllestl&ris t ha\'c witlt reference to section 203.,. '

It S<'cms'to some of ustJllit wc are faced with increasing competi.
tion. "'e itrefa<'edwith declininl! productivity, and 'we ha,'e sort
of an econill11ic war 1!0ltll! ,lIow .wuged uJ::llinst industrial nations.
:iI-rains! OPEC. anel others. I j:(ues.~ I could as.sl:l11e from your statl'·
Illent that t'Jie <lomfnlll1l'e of ,Japan in tlte ell'dronics in<litstry is prohn.'
hl,\" tmrl'ab1l" t() ri patl'nt that onr country made rtvaiJable to ,Tapan,

'Yould'thatbeo,fair'assumption~ ,"
Dr. ANCKYJhJflHN,sox. Thatw.ould certainly be a part of.the situa-,

tion. Senator Dolt>. r think one wMIld ht>sitate to ltttrillllte one sinl!1e
"\'!'Ilt to tl1l'i1' sllbseqllt>nt exploitation of our technology, but that
has I!ot to hi' taken as ont>: of the major pieces.

~t>nator Dou:. And it is also my nnderstanding that about one·
third of aU the patents issued have gone to foreign I!0\"e.rnments.
~ia,"be that is no cause. for a'larm. but it sel'ms to me there ou!!ht to be
sonie counterbalanct>. I don't know wluit pl'rcent of the 28,000 are
st ill-a percent or It>&s ha"e liel'n appr0ved ~

Dr. ANCKF.Il•.JOHNSON. Have bt>en licensed 1
:':l'nator DOLE. Yes. .
Dr.•\XCKF.Il·.JOJlxsox. Yl's. sir, son1l'thing- 1111'11'1' 1.000, so l'nn Il's.~,

at any onetin1l'. _..
~l',nator Do!.}:. So I sharI' tIll' ,-iew you exprl'SSl'il, and I think otl1l'r

witnl'ss(,s will ('''prl'''~. kl'l'ping in mind thl' comments of Sl'nator ~rl't·
zenhamn and otl1l'r5. it SI'I'IlIS to mI'. tIll' policy WI' ha\"t> at tIll' prl'Hl'nt
time is not I'ffl'din' and that WI' Ita\'l' some oblig-ation in this ('onj.;rl'ss
t·() ('omI' ti> grips with it.

That is ,why I am pll'asl'<l to !ll' working with Senator na~'h and
otlll'rs tryl1lg. to find an appropnate waY to \'('soh'e what mR'l1\" of us
consi,!er to 1)(> a wry iinpottant probll'l11. . •

I al'prcciat.(>·\'I'Ty mltclt'~'our tl'stim'ony.
Ilr: ANcKl:n-.Jol1xsnN.- Thnnk you. Sl'nator ~rl'tzl'nhanm'sconcpnls '

I'xIH"p,,~d lit tIll' hl'j.;inninj.; of his'rl'l11arks, I'('fl'rrilll! t(; 'mv tl'",timon,':
I f{lIlnd. l'artieuhtily intcl'CHting' ill' eonnectio'n with yo'ur rl'lllarks.
S,.illltor Deill'. ' .'. .

jris C~il''''l'rl that. tIll' <'Oi,ISl'Ilt d"Cl'Pl'S ha\"!' l'"pl'tiitl'tl,tlll' tr'lnsfi'r of
.our tl'<·hnoJog~'to. for 1',,:tIllpll',.1 aI'a n amI otlll'i" count I'\"s. whose tWIll" '

.' "" "'"',, ..... '... ': ..... __.,: ... ,.,'.0- .:<'0': ;.,.: ....••. 0 :',:'_, ,._..,.', '" ',,_:, ;':_ .. ,'_, ," ,,>_ ',' '>. ,.0-, ...• :,_ ,', "" ,,',_ "," -' ',_:. _,_:.:"
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ip~t:tid¢iPositividor t!IBII), negative. o~ us; ~ snare. . ' '..
<-, Iarji not quite certnui how he reconc:les Ius con~r!1.for tha~ aspe~t
aJ~d the COI;lct!rlJ lw s~ted later regardmg the posslblhty of bIg bUSl­
i;tt~~ becomIng t~e Ilcensee.s. ~fter nil; 3:11 of those consent decr~
:/.}vere .brO\\ght agamst corporatIOns 'perce!ved to be, by the JustICe

:~wt, in an a1)tltruSt po~ition.· _ '.. ..
Ie; setlIement always tame abollt as a result of the antltrust actIon
le'part of the J ustiee Department. .' '.'
he result has been to sfrengthcn greatly ollr c<)mpetltll'lll at our

iense. And, thus, I have personally no fears at all about the licensing
r:he Federal Government of anyone, large, small, or whatever, in·our
" try, to Producll goods and services resultirig from ideas sponsored
~archmoney from tile Government. .

~..,..l that activity can help to strengthen our cc~monIY, pr:oVlde in?re
jobs.and tax revenueS. !tseeins to nic'we are takmg a;;elf-tlagellatlOn
liftitude ,,'hen we prevent 0111' own industry, our own entrepreneurs,
from exploiting the technology that we the peoplehllve invl'sted i?;
Our itiventor-eiltrepreneurs should be encouraged to use patents m
order to make,gOods and services availahle to olirseh-es and nnyone
arotindthe world, and in order to provide a better economy herll at
home forour.o-.yri Jlcople. . . .

Somehow·lt lS a very strange attltude of mmd, that says m fear of.
antitrust or in fear of moriopoly on the part of some of our corpora­
tions, Wll will therefore proceed to cut our own throats, to pnt it in the
most extreme terms. '

Senator DOLE. Idori't, kriow of any examples of monopolir:,;-nnd
maybe there a-re some-that resulted from granting of pntent rights.
I guess we could talk about it and raise the question, but I agree with
the ~atemellityou just mnde.

Thank you, Mr. Chairman. . .
Senator BAnr. Thank you, SenatorDole.. .
Doctor, I kriow that you are under time constraints. so we hettrr

let you slip away. I want to express my appreciation'to :\fr. Lntker for
the contribution he has made at some significant regrettable incon­
venienee to his own perSonal position.

:lfi'. LATKER. Thank you.
Senator BUrl. I think it is very unfortunate. We are grateful to

hitll and to you, Doctor. .
. Our next witness is Adm. Hyman G. Rickover, Director of the Divi­

sIon of Naval Reactors, Departmentof Energy.
Senator Bxnr. Admiral, we appreciate your taking the time to be

with 11S. You certainly have a great deal of sophistication in techna-'
logical development. '

TESTIMONY OF ADM. HYMAN G. ;RICKOVER, DIRECTOR OF .THE
DIvISION OF NAVAL REACTORS; DEPARTMENT OF ENERGY

.~dmiral RwItovF:I<. I could not help but Jisten to some, of the coni.
me~ts made by my predecessor, and it gives me concern that so inapy
p~of)le ~h9 !l,~e ,talking libout Plltents have had no practical experience

.'Vlth ho~piltentli really ,,"ork in this country.
. '.. ~t~2s,,-1ilo .. 11 . .

v
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,iitO:t~i:rieys(ll' fr6m tMse)iJ,6dve!;'hnielit. Ahd lwduld say tIll'S'
,2ufli~lya,bdut the Depl'ilttilent ofCon}meree. I h~ve prevI~lh;\y

characteriied that whole departtnent as a lighthouse Without a light.V'
" YPI! caijget allwrts Oftheoretleal arguments, out what I will try to
",':;«0 is tell you about my 40 or 50 years oIexperience with, real patents
;~:, and bnjy i.treally works out in Goyernment and 'industry. ,,'
" ,"I;J;J)'l\tiWill be the thrust of mytestrm9ny.

"$ihillibi-13Aylr. We are !o(jKirig forward to havi~g you testify. Yon
, :atm't think tile previolrs wifri{';~s who had o.-ersi¢hh'espoMihility for

•.:!'A,unning the Patent Office has any pl'lleti('al experieilee aOollt how the
';'patent system works in this country ~
S> Adlllil'al RrcKO\T.R. No. I didn't'sav this.

, Serator DAYIl. The lady jm;t,hefore yOll had this e;otperienee.
,c, Admiral RrcKOVER. The Patent Office is really, a reco!',HnO' outnt. I
,linl,talking abont people who give theorf'tiea I, vie\\'!i iibOilf 'pn..nts .lind
nJm)rt ~h¢ir applieation. Thatis ""hat Tam referrin~ to.
, Sunlit-or DAirI. 'Veil the dortoi' had run the Pat~nt Office.
'i\:dnlital RICKOVER. Doctor who!

, Senator BAYTl, The preyions wit,ness. '
Admiral RICKI)Vlm. Runs the Patent Offiee?
Senat(lr BArn. iter previous joh was. r:unning' the Patent Offi('e.

That ,,;as tTle baRis of her testifnony. And I just wondered if ,yOIl
cat~"'orlzed her~ ,',
.;:~, .)O'i':;',,',__ ', '-.-.: ",::',,"';,',' '.""" ,_,',':,'-:,;- ,-::". _,' ':"'" >'.,'. ie"~,: :",:', ',--. "- ,"'-AdmrraI RrCTwp:R. The Pat('nt. Office is a c1~ricar outfit. in essence;;
They .don't .m,ake. d{'cisio~s ahout whether a patent is,J]se~r Qr no.t-o,l':

, what It.S validity IS. They Just look m'en, docul11ent and decIde whether
it is worthy of a patent. I am not arguing' that at all.

I am her~ to testify on how the whole'patent system works in ind\ls­
tr~' as far as ben~fitingthe United State.g.

I am not talking' about the r~cording of patents. Do you under-
st.and the distinction I am making! '

Senator BAYIT. r just wanted to make sure we are on the same wave­
lenlrth.

The wny I reacl h~r testimc'llv was that she wa!' reporting on her
ohSl'tvittions about how the patent. syst{,111 had actually worked. Anrt in
that. regard, I think she went a bit. further than just heing a c1ericnl
.,,-orkr-r. . ,-.

Ailmirnl RrCKOVF.R. In my opinion. th~ people in the Patent Oflipf'
don't. hav~ mu('h to do .,,-ith how the patmts are utilized. t think it i!'
more.or l~s.~ 0: It r~cordingoutfit,. They can <1ecid~ wlw!her an i<1"a is
s\lfli"lentl~' UUlqUC to warrant a pat~nt. hut I don't helrew they have
t>xperien('c in set>ing how the svstt>m really works in indust'ry..

That is whnt We,are really talking aboilt.
Senator RAYIT. Fiue.
Admiral RrCKOVF.R. I am 11Ot. tnking off' at the Patent Offi('e. How-

e\"Cr. t am concerned about the fa('t. you ('nn /!l't a Iot ofthcoretl('al irlens
ahout p,att>nts. l\fy inti-nt. i'8 to tell Yol] how the system works on the
ba!'is of m~' experience. if that is worth anvt,hing to you.

S,l>llIitor RAYIT. It will he worth n great <1(';'1 to ns am'1- your practical
t>xperiencc is what we are after. 1 just wanted to Ray 'it: ~eemed to me
the previous witness was not a: theoretical wifnt>Ss but she was re1'01;-t-

\
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It goi!d. id()ocsteIid to be used. The reason so rna!).y Govcrn!!'tent­

owJl&l' lmu prlvately mtnerl patents il.re not used stems ft91)I consldeTIt­
. ","'Cother thantheneed for monopol:y"patAJnt tights;
.:;",+any P4.!!ihts lire of little Qt lIQsignifieanC'l. l.!any companies seem'

}~;li~h~~d~ilit:~~~~~fy fuek~~f~~::n~h~~J~o~U;~[i~~ !;:::~~t
lIL.t1'i~t area or to discourage poten,tial eomp~tItors. Some people file

ts as'status symbols; others simply misJudge the attractIvllness
jir ideas. The Patent Office itseH,wnenin doubt, tends to patent .
iOllable items on the assmnptio.n that, if the patent becomes
"'ant, the validity of the patent can be tested in cQurt.

,. .lly, it is almost impossible to tell the extent to ,which patl}nted,'
iil:'\'~ritlons are being jlsed, particularly in the case of Government­
o\\;n(!~ pll:~nts.. Government agencies do ll()t h~ve a ~asori to ::esearch
fo~ Patejlt mfrlh!l'ement~ The Go)'()rnment, unh!<e P~"1V~te par;fles, ~en-
erally hilS no deSire to prevent others from uSlIlg Its InventIons. The
reasons the Government Should take title to these inventions are pri·
marily to insure the Governin,ent is not subsequently barred by some­
one ~lse's patent Nom using the.ideIi; to pnic~udet!:e est1l.bIishm~nt of
a pnvat!l monopoly for apubl~cl:r fina~ced lllventlOnj and to illsure
the publJc has equal access to.theselIlvelltIons. . .,

Patents are gene::aIly in&icl~n01 to Government.research ~ild devel-
op;nent w?rk, not Its primary pu~ose, and that IS a very Important
POInt to brmg out. .' .

,Yhen I place an R. & D. contract for a new de-sign reactor, it is
principally to work out the details ofa design and to identify and
resolye the probleI?s ?f design, mannfa<:ture, and operation. Ii patent­
able InventIons arise ill the course of this work, they generallv mvolve
only small design features, not entirely new concepts. The bill, how-·
ever, seems to be based on the notion that the Government-owned'
patents are predominantly good ideas which Government agencies
should try to force out into the marketplace. The bill states "It is the­
policy and objective of the Congress to use the patent system to pro­
mote the utilization of inventions arising from federally supported
research or development • • • " and to "protect tlle public against
nonuse or unreasonable use of inventions."

Under this bill, Govermnent agencies would be expected to promote
actively the inventions that it now owns and those that arise under
new contracts. The bill further requires that the General Accounting
Office audit these agencie" annually and report to the Congress on
their. progress in this efi'ort.

~ In my opinion, the bill overemphasizes the importance of patents,
llnd, if enacted, w?uld tend to dive~ atte!1tion a~d resources of tp14 ..
Government agenCIes away from theIr roalll functIons. Most agenClejl'
have enough trouble d!>ing' the job they were established to do; they

.should not be required to spend their time and resources tryIng to pro.
mote patents of dubious '·alup. I believe that the decision to use or not
n~q GQvernment fiiuinced il;lventions is one best left for the private
,~(;r~~t-:,:':.__ ':': 0,;:"",--"":"",,,,:,/::,-:,: ,',' '.,.,'," ,.",;-'_-.-.\ ..,'-: ,', \,', _."" :,-':'.: ,', .,.,.,",_ .• ,<.:_:,' ..: ::_..•,'"._,:-,:-,',:".'_.., " ',_ '

Th,e hili iMlU;des sdltlesafeguards which I blilieve w0111dbe cum­
~~me l\.nd ip.eft'ective. !l'hl,lfirst involves too GoverWneI1.t's ability t()
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rOI'Cllwidiisptetid licensing:under its sO-ealltid'<ma;rch-in" rights, if It
contractor who holds, title to a. Governm"nt-full~nced inveI).tioIi we,re
not satisfae~~ri!ydev~lopingn.nd promoting it. The Govern,rilent has
had match-m nghts smee 1963, but to my Imowledge has never uSed
thelI!' To be in It position to exercise these rights a Governmeht agency

,,>yollill,' llave to stay involved in the plans and actions of its patent
, • '&rs, and check up on them. ' ',,' '

a Governmmit agency'ever decided to exercise itsmarch·in rights
and .tl!e patent holder contested,the action, no apupt t~edisputecOt}~d
be hbgated f,?r years. For tIllS :eason I brl~~~'e tIns safe~lI,.rd IS
largely cosmebc. It WG:.ld resu-It In much addItIonal paperwork but
would probably be used no more than in the past.

A second cu-mbersorrie and probably ineffective safeguard invohes
the provisions for return of Goveri)'ment, investment. The proposed
procedure involves k~ping track of how much the Governmeht in·
vested in th", invention and what after-tax profits a contractor has
made over a 10 year period from licensing agreements or direct manu­
facturingassoeiated with the invention, ' ,

Since these are no firm standards for calculating these figilres, the
likelihood of manipulatif;m and disputes is great. To comply with pro­
visions of this bill, Government agencies would have to set up organi­
zations; iSSUe and im[!le)ncnt reguJations; promote patents; reXiew
and audit contractor patent development n.nd utilization plans; inter­
vene when these plans are not carried out; negotiate agreements; audit
books and records. I believe that these reqUIrements will be e,ffective
only in adding much llJmeCessary paperwork. .

It sets up a huge, expensive bureaucracy. I am sure the bIll does
not intend it, but that is exactly what it will do.

.Contractors alIa patent !a"')'ers oftCIl e:flti~11 th'at,contractors ,..ill {Ir,- (
,ehne Government work If they are not gIven tItle to patenh Lhey
develop under the Gm'ernment contract. lily experience hac h""n that
,Go~'e,rnmentpatent pol~cy is rarely the dominant factor if! company
,deCISions to accept or reject work. '

Businessmen tend to value the tangible benefits or profits and ~ch­
nical Imow-how from Government orders more than the speculative
,benefits of patent rights. For more than 30 years I have been able to
obtain the R. & D. and manufacturing work needed for the naval
nuclear propulsion program from all sorts of companies in this coun­
try, large and small, widespread geographically, without having to
give away Government patent rights.

Although S. 414 is SUPPc.,ed to be about uni"ersities and small busi­
~esses, there i.s an'?ther part of the bill, ;;eetion 208. which would estab­
lIsh patent lIcensmg proeeduFl's applicable to all contractors, both
large and small.

Under this section, GQycrnment agoneic', would be specifically
authorized to A'rant l'Xi'lllsi\"(~ lieenS<'s' tr. lise Government-owned
it\ventions. Under the bill, th ll General 'services Administration is
authorized to prescrihe the l'CgI!lation!, gOI'CI'ning' such HCl'using'. In
the past" Cjllestions ha,'e llriS<'h as to the Ict;al authori;y of various
go,vetJ.tment ugelicics to grant eXc!lIsi,'e r:;"hts t<' title in such
lnvl.'uhons. ' ' ,

.1ltis hiU \VouldresoIve- .thQ~e ~nc~tions in fa\'or of being able t.o.,
!1~vl) ,Jl.\\~li:Y -q~lV~rnIJWIJt pat~\lt i'fgJlts. ' , ' ',.' '
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';;th:I~~tiZ:~~:~tf~~b~~a~~~:n~~rcC:!~:~,~rideili~ei~~~~~~~i~f.
',)arj!e contI'acwrs in,indlvidiJal Govel'nwent agenCIes, there 1S no doubt

·i,; in InJ:.mind. that \he regulati~ns would be written to· encourage the
[ gf!J,,*:~:ofe;(~luSIVe patent l'Ights !o Gov,ernment co.ntractors. .

. Tlte·l)1I1relftIlres Government oilfcjlllls to make certam formal deter­
~lll;iriations prior to granting ~xcluslve licenses: Howeylir, thilbillrro­

1::;il'ides a fraine\vork under which .Government agenCIes could ra~lOn­
,t,,\;'lllize the granting of exclusive lIcenses .to large CO!ltractors, EIther
f,?~Y gettirig Government ag"ncies to waive its patent r~ghtsl as author- .
, Ized under some of the pree'lnt laws, or under the hcensmg regula-

. t:tQrts that would evolve under the proposed bill, marty largecontl'llc-
:t~fii would be !lble ~o obtain:""'perhal?s at the outset of the con!ract­
t!tleor..exc!uslv!l lICenses tQ m.ventlOns develo~, under theIr con­
tr:arts Wlt!l tilt; Govern:n~nt. TIllS ~ho~11d be pro~iJ:!ited. ,'.

These lIcensmg provIsions of tIllS bIll are IqentIcal to fpe langtl!lge
proposed to the HouSEl Science and TeChnology CommltteeHurmg
the 'previous session of Coni<ress as purt 6f Ii bill to promote tech­
nolog-i. That bill ~$, similar one that was reintrodUMd1'ecently
~re. aime4 atgivihi! both large alH~ small cOl)tractlirs e;x-c1nsive rigllts
'LO lIlvenbons developed. under theIr Gove.rnme'Ut contracts.' '.

It appears that these same interests are trying to take advantage'
uf the. small busint'ss and unh-ersitv title of S. 414 to achieve what
they so far have fnil"d to achieve in these other bills. .

Tn summary, I believe th!,t in\'(,ntion~, I?aid for by the Governmc.'nt
should belong" to the pubhc, and all cltJZ(ms should have an equal
opportunity to use the inventions. Private firms, particularly large
companies, should not be able to /..YBt a 17-yearmonopoly on inventions
th"y develop with tax dollaJ'~. 'When Government agencies routinely
grant contractors e.xclusive rights to use slich inventiOlis, it promotes
greater concentration of economic power in the hands of large corpo­
rations; it impedes the d,welopment and dissemination of technology;
it is eostly to the taxpayer; and it hurts small business.

I testified in more dctail on the general subject of Government
pahmt policy as it, affects small busine~ before the Senate Small Busi­
nt'ss Committt'e on Decemher 19, 1977. With your permission, Mr.
Chairman, I would appreciate having that statement included as part
of my testimony today.

Senator R\YH. Without objection. so ord;,rOO.
Admiral RICKOVRR. I recognize HIat. despite mv convictions on this

suhject, there often 15 strong ~ntiment. in the CongTes:.~ to do some­
thing special for small businesses or universities. If vou do decide to
provide more favorable. treatmNlt for them, I recummimdthat you
do so in a manner with insures that small businesses and univer­
sitie,;, rather than large c<:IntractorS, in fact have priority or at l~ast
"'Iual aecess to inventions developed at Government expense, To

. accolllplish this, I recomm"ncl that S. 414 be modified as follows: .
,1;,:Require tha.t the Government retain title to all inventions devel-

oped at Government expenSt'., .
2. Gh;~. s~all businesSes and universi.ties a,n. autowatic 5-year'

t'~clllsive li~ense tQ ~nventio"!,s they devlllop ull<ler theil- G9.v~rnme~t
!1?bh:~t~. At the end of thiS' periol! th,a iiivllntioh Wl)uld. faU in the
iHibI:ic dl)malil. This: ,,"oulll prQvidelimifud protcetio,n ~ut ifi>t ~

" ",' , ,'.,' ', ':: :c'.'·-, •...,.,:. -'.'. " _,. _;'.' '. c. ',-.• :.',', -',.,',' " ' ,-::." .: ': ,.".,- ..-:.•..' , .• '.' ...•.,.'.': ',.. " •.;., ,'.,.,_ ., , .. ', .'--,',: .}:>".~.;<. '." '.:C'
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~'snf~gu*fdprovisi'ori~ of the \?~~nt bill; fortliditnpJ:e; "}~tC~l­

, .,.,Hgh~~,;"rettiniof Govermpeilt fn'vcstment," and the Vllst adml'rHs-
. 'ti'nli\'e-'effort l1srociiifed\vith them. " ,
~; "~. Rll.viro the pt<!iimble to eliminate any itnplicnticJn that Govern­

:merit;.;:;zncies should (a) actively and indiscriminately pro>r.o~ all
iliveritigl}s llnsing from federally 'supported research or del·lllopment,.
,itt~~(k1 '~'totect the. publi~ a!(llinst non-use---;-of inventioIls.~ Only a
smwlt pu,tlOn of the m\'entlOns patented by Government or mdustry

,,:{ritii out to be wort.hwhile. This is n very important po~n,t, because
.;,:, 'll\"l!rybody thinks that anytime a patent is granted SOme, 'mg useful
'!';"dleca<;Sllrily oCcilrs and it is onlvmrc that it does.
'f':;' •I think\\'o can ~t ourselves hung tIp on}he idell. th.at patents them­

~l",es are so very Important that they are mherentl)' ImpOltant. They
,4i;l:'!i not.
';'~: 'Prohipit agencies from waiving the Government's n!!:hts to take
'tftle ti> paterits'dm'cloped at GOl'emment expense. Whell'~ver such
"~li:i,,e'fSnrogrlmted, small businesses or other firms are foreclosed
from tht> opportunity to use the invent.ion.

5. Prohibit conttacts whieh automaticallv provide to the 4Iontractor
exclusive lice~ses to. any inventions devclo~ed under ,llie contract,
e3;ccpt llS "IndIcated In paragraph (2) r.bo\'~. Oth~r firms i\hou~d at
]e:tst have an eqUal opportunity to use the Inventlon nonexcltlslvely
or bid for tho!'xcl\lSive right to u~. it. ' ' , "

~'. Require that the 90mmerce Department p.ublicize the ,llvall"
abIlity of patents to whIch the Government has tltle for a penod of
6 mon!hs. !f no ooe requests a nonexclusive, license,. the rig!lts to an
excl.usml heen;;e c(Hl~d !Je ~ranted .to !he hIghest bidder With small
busmesses havmg prlOrJty III the blddmg.

7. Eliminate the stll.tutory requirement for the GAO to conduct an
annual review of agency performance in the area of pll.tcnts. It does
not se6m appropriate to include this as a permanent requirement
of the law. Again, another batch of considerable paperwork.

In my opinion the effects of the GO\"ernment patent policy are con·
tinually exagl\'erated and o"erplayed by the patent lawyers and con­
tractors who haye a vested i.'lterest in the matter. Propo;;ed ehan)!es
regardiri)! ownership and use of patients developed at. Gm'crnment
expense nre always pn>sentecIunder the banner-<>f high soundin)! prin­
ciples ancI purpOS<'S. Hal<inl! observed this issue for manv ~'ears, I am
thoroul\'hly com<incecI that almost all of such proposed changes are
contrary to the best interests of the United State3.

The basie principle cmbodied in preSl'nt laws is that the Govern­
ml'nt should have tit,le, to inwntions dcyelopl'd wi,th Goyernment
funds. That is a srmnd p:rinciple I fully support It. should be modified,
waived, or otherwise tampered with only for compelling reasons-­
and eVl'n then with I!J"cat care and in tho most limited way needed to
a("('omplishthl' purpose.

That c-Oncludes lllV prt'pal'l'd statemcnt, sir. .
: Sl'natot .DAYIT. ~hlln~ ~'ouw'Fy m\ich. A~mira], ~ appreciate your

very <ll'ep mlerest III tIllS area. I also apprecIate havllll! the chance to
<iQnverse with you aoout this blll and also for your willingness to Wcon­
v~nien.ce yourself to be here and let us have your thoughts. I know ho,v



.--1,: ':~~. ~. _,;~~? ~",,'
't:tY~04 feeh]'lOq~Governflleilt patllllt;.polfl;Y and as li . ", .
~~Uh~ iii l>ublicSetvi~ i~ eX'eeptiorlal, Noone Can IJe:":
'?J~Vll>llS sIDeerity. I illIQuId saY'.!ttltt while I mIght. na. ~ __ .
, ~\ltCl\ti laWyer!! fhey llte cettlilfiTy no~ the main supnotti!l'S of thi,~

• Nfostoflhe people that I hilv.e talked with ha,a .been small
'ineSiFpcoj>Ie ?rpeppTeftam ou.r universities. I must say, I eonen,I"

egllneral pnneiples you enunCIate here. ' .,
"ICss where I ljtiIl have questions with your statement is with
p,iii!liise thatg:ood ideas, will be speedily developed regardless

bf\V:n'l1tll~i"ornot patent protection is available. I have also concluded
lhatthlJ 'J.lrese~tpatentpolicies !ire f!luch more burdensome on ,the

U busme,s.~lllannnd on the universIty than they are on larg:e cor­
at,ions and that these policies are now creating exac,tly the kind

~ economic concentration that you seem to be so concerned. nbout. 1
'lilso believe thilt the public interest is not being served when good
ij!Y'entions are not hein,g developed because the Government will not
. "-~its patent rights to them. ,
,,,. ~len ~'ou lQok at your summary statement "1 believe that hwen­

Htlhspaid for by the Governmc,nt should belong to the public and all
t:i(itens should have equal opportunity to use the inventiOll-:-,,'hat
opportunity doM acitizcn have to use an invention that his tax dollar
llelped support and whic,h is sitting on an agency's sheH because there
is no incentive to private industry to assume the risk andmrpcnseof
develop.mentandmark(;~irigiU. .. .' ,,'

.\,lmlral RIeKOVER. But nearly. an of these lnVentlOns that Sit on
the shelf are not worth much, sir. l' think there is a mistaken iopll."
ahroad tllate'l'ery invention is useful to society, and it is only rarely .
that an invention is. This, I think, is one of the sources of confusion:
The public, it appears, assumes that when a man invents something
that it must be useful. It isn't necessarily useful. It mayha,"e llni'11le
nlue to"nn individual, but for somebody to be willing to put money
into it is not necessarily so.

You find most ofehe inventions are not used at all.
Senator BAnI. We are told that there are between 28,000 and 30,000

paten'ts---
Admiral RICy':O''l:Jl. That's ri!!ht.
Senator R\Yrr [eontinuin;r]: Paid for by Government research that

lla,'e not heen commercialized. .' .
Admiral RrcKoVER. And that prohably is tnte of many industry

pat{'nts. FrefJu{'ntly, ~"ou will find thnt there is a considernlile or weat
proportion of their inventions that nre not IIse,1 eith{'r. As I mentioned
in my t~stimon?, they do it just to ke{'p others from ;rettin;r into the
nct. prennt others from getting in; but not many im"entions nr~

worth using.
I nm constantly besieged by innntors with ideas thnt are ",ery

impracticnl. .
Senntor B.'YJr. Certninly·whntevl·r puhlic mone.,· is 1:1 thM" inwn­

tions that are sitting there, Il<'nefiting no one, is beiDg wasted. The
puhlie sllrely does not b<>nefit from that.

Is thqt a fair assumption 1 .
Allmirnl RIC/mHlL No, not nl'C{'ssnrily. Th~rp cvl1ld be some benefit

bti.t the costs of filrt.h{'r de\'elopmcnt is not ',\,orth it.
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f1\1l(s!l atili'SIlohld riot. DIll de;; ,

rtf is iitifff 'tolfive5ttJ1(j'c~ira'~All~e~:Ywailld,rie; ill;
Aumlra~ .tnc:it!\;ik;"'Sen~fflr;:ri1oSt ofth~se pa:Wil~ic1eas are inciete~­

tal to otherwiir1r. Generally; a man just doeSn't start out to:-and al!aIn
I am talldng from my' experielIce he. d6\lsll't start out with the Id~a

that he will invent something; nor does industry decide t9 do a rer­
tain,job just by itself. Jtis assigned a jobhy the Govenmrent, and in
tj),ll,.J?~essof the designing arid developino' thittassignment an idea
cOif:i'egcup. This is the ~ormnlprocessby whict ideas come about.
,.. The problem is that people usually think of patents as fundam,ental-

c;, ly useful ideas. The tact is there are very; very few silch idllas. A IISe­
~fi:' tu.! idea might come once every year. These are really the details of
:R~whatwe are talking abOut. ',,' ,
":' Senator BAYII. IVell, Adrhiral, that mayor may not be true, but the

:jdeais there and it is either a good idea or a bad idea ",'ldif it is a bad
:' idea it is going to' stay on the 'shelf under any system-whether the

Government owns it or whether a private citizen owns it.
• If it is a good idea; the question is how do we get it out ami d\)-
:vt>loped?' ,

J\,dmiral RrCKo'vER~ I have lots of good ideaS, but, unfortunately, I
can't get the other 220 million people in the United States to agree
with ine arid to put up money todevelop them. Thatis the point. '

. Every man who invents sOmething thinks that his invention is aJine
idea. He would like to see it developed. Wlien he can't find imy prh;ate
olitfit to do it, he would like the Government to do it. That is particu-
larly trite of professors. ' ,

Se!,ator ~ATIr. This is npparently where we hlwe a very tlifferent
readmg of our bill,.because several times :rou have eome back to "Gov­
ernment pushing" and the "GO\'ernineIlt spending" to develop ideas.
That is not what our bill accomplishes. .

.Admiral RICKO\'ER. That is what I get out of the bill, sir.
Senator BAYlI. I think that is where we have the diJliculty, and I

.understllnd your concern, but 0111' bill really doesn't do that if VOll look
at. it. What it does say is that the private capitalistic system should be
/lllowed to develop and market these good ideas while assuring that the
puhlic interest is protected.

The Government under this bill would say "OK, if a private' small
bu;;iness or university is willing to im'est the-rnoney, they may have
II chance to de\'elop it. The Government isn't going to spend any more
money to develop it."

Admiral RI(:I{OVF.R. lYell, in my recommendations, if the university
wants to spend its money on it, they can go ahead and do it. They aro
entitJedto dotlmt ifthey want to do it.

Senator BAYH. In talking to the university people and particularly
, the small bnsine;;s people it has become obvious that without patent'

protection they will not take this ri;;k. The thing that has really con­
cerned me i's diat more and more of the $ol,hi;;tieated researeh is going
to the large c.orporations because the small businesses won't stity in it
beeause they perceive that the present. I'lltent policies are'~oo risky. 'We
have a eOllple of good examples of this in I\t:tual praettcE'. On\) is a
prOCesS. for con¥erting cellulotic materials into alcohOl which clin lte
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nb~1~ft:ip~~~~~~),~:};1~~~I;~~)ren~tircan use it, 000. ifitls4\'~i
, Iii~his\vay 'you plake if ~vnilable to ~ gh'ater numher orpeopl~a.

That IS what I don t uu~I!'l'slUljd about thL~ argllment-. If the Govern­
'" lJIentowns the patent I'Ights. anyone in the Uuited

whe.ther ,it's industry or anyone else: Th~ Government makes
,l)a~n,tlc\llii)r,bla to,anyone. "
.. J".:J1t'~:itilrBAYH.1?U( kt's look.at il th}s way: I k~ow yOIl nre sin-cere.

" llnd I a~sllm~ yoU' glVe m(' !Iw same ('rHht on that pomt? '
:fr · AdmlrnlRlcKon:..n. I tllllL you aresinc<:'re, too.,
.';~; Se~at<;)r B,"'H',LJI,(' we had a fellow in the Indiana Rtate legislature

"c', th;tt III e,'ery seSsIOn he wl)1I1d get up and tell the same slory ahout the
, blmd man who was ashd to d"scr~he an elephant, hnt it all dependcd
. ,0,\ wha~putof the elephant he was touelling.

.,' I thInk yOIl ara tOllching one part, and I am touehin,!! another
llart of that elephant arid we are both after the same kind of thin".
I;et ine conclude this analogy and then t11rn to Senator Dole £;r·'

·questioris. , . . .' , .
Adm:iralRl:c~o.\T.R. TIn,t I h~ve tonched more parts of that elrpltnnt

.than )'oll),ave, sIr.. That's the dlfference between yOll and me.
·Senator~.Ant,; lam,su're VOII hav('. ..' "

. Se~at6r pOLE. I am gl:iJ. you al'e both talking about an elephuJlt.
That s aJ,lrlght.\

Senator' TIAYII., :My concern is that vOllr ~xperieuee is a weat deal
more than mine, bnt yOIl have 1I0t co,~ered the whole beast and I am
still t<lllchingtlle part yon.are not touching, Admirn1.

J.,etme gonhead, if I might, and~
Senntor DOLE. ::\[r. Chairman,I do haw to run down the. hall. I

have a witness testifyin,!! about three doors down the hall. but I will
come hack. I wanted to say, in case I do not get a chance to get back. that
I think JOu haye alerted us to some of the problems aIHI cel1liinly
we appreciate your testimony. Admiral. Our bill may not he perfed.
few things are, but yon did make many good suggestions and I hope'
we can address some of the points that yon ha\'e raised. Our intent is
to promote inventions, not t{l frllstrate. the system,

As I understand it and I gnl'ss the bottom liue is that you wouln not
suggest that we do anything, but if we do tal<p action, it should be
along the line of the six recommendations that you make in )'onr
testimony?

Admiral RICKOVER. Senator Dole. I think that the countrv woulll
be better off if Congress passed a law cutting in half the mimbt'r of
laws you paSs.

Senator D()LE. I understand What you are saying.
Admiral RrcKo\T.n.,I think you, will agree with that. or e"en much

further than that. From a philosophical standpoint I think Congress
can do too much. 'yOIl know, e,'ery time Congress pa~ses .l law, we
lleed mor~ lawv,ers, and more strife is created., Tthink many times and
it js a wise political dictnnl-many times it is best to let thinl-'S alohe
~oin~til1)eS; tha~'~ u' pretty good idea, too. Thin~ haw a way of soh,·
llljr:themselves If people don't meddle too much Ill. them. .

TileI'll' is no q1\Cstion in my mind thnt the imp6rt. behind the proposed
Jaw is good, bllt 1 don't believe anyone has estimated the
............. ". '.- - ..- ' ..-- ...._... .- _.. . .
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n~.~hpernor~~t~n~-~Oi;It(:::eqllifed-h~~e,- r- -h~ve verJ" rarely
It law 15aSS'cd that "'outd- senli> as mIlCh paperwork imd hu­

,.¢l'aey as this. would' - imintentionally, I lIilderstand thllt thor.-
oil~hly and it is my duty beeaitse of my expcriw~in these matters
et'~\varn1'011 ab(;mt thcSel10tential problems. ,
'F,!]~;i~"kI aJPttying todo.

,,,nl\~('!r:!DO~;E.Thllnk y,?l!. - ,.' _
liral RICKOVER. It IS not up to me to decide what you do. You

,~Iected reptesentath-cs of the {Wople, theoretically yOll have the
wisdom in the United'States. Notice I used the word "theoreti-
"
w do youlikesllch testimony -~'
'ator DOL!'. I like, it. I ha\'e never harl the prh'i lege to hear you

hnd that is probably my mistake.
1iril1 TITQKO\·ER. Don't say that, I am liable to go back to your
nd"-you'rc from Kansas, ~ren't ;Oll? . -
.tor DOLF_ :\fost of the hme, rIght. I am Ollt there wIth Alf

Lilndon,llnd others. I hay~ to get back t!> my hearing. -
Senator BAYII. You are not going to leave me alone with this man;

arc you f- -,
rLaughter.] -&_ ,-
SenaJorDOLE. Well,Iaman 1 __ mhnmJself. t..-
fLaughter.] _ -
Senator BAYII. Admira.l. I want to reiterate what Senator Dole- said.

You hase caused us to focus on some of thcse areas wherc thl'rc eoulrt
be unintentional abuse and we do not ,mnt that.

Mr. FOSTER. I wonder if I might comment on this. Could I help yon
on that?

In looking at that, you are talking-if I nnderstand corrl'ctly­
about if there are 2!l,OOO pateIit:: Ollt there but only one good irka;'how
ate JOU hurt? This presumes that nobody is using the ideas that are
held by the Government, on the shelf.

'Ve see another aspect of the coin in terms of reviewing patent
applications that come-to ns in the course of work under the Atomic
Energy Act. In those areas, the patents as the admiral pointed out
earlier, are issued to big -firms. Also. most Government contracts are_
in the domain ofthe bigcoatractors. Therefore, you would expect most
of the patents to come from them. As the admiral has emphasized gO
much, the sorts of things that seem to be getting patented are more
or less nits.

This raises questions about whether the purpose of many patents
is to stake out good ideas and go commercialize them, or to fence out
small businesses and others. Many firms decide on the basis of patent
coverage whether or not they can compete in a field. They look at a
list 0-£ patents and realizll there might be 10 years delay and much
mOlleJ needed to litigllte whether the patents are valid or not and thig
tend~to discourage competition. '

Out' biggest isSue in patents today, as far as our business, involves
two 1~1'J{~ contractors competing over who has the right toa patent,
the {t~veOlQ)entor the eontract9rdocs. , .

Thi!> is, 1'\01 becau$Cof the, need t9 gOcollunerc.ialize an idea, it's th,ll'
__ f~ct tftl}Ji _t!ill hle,n }t-i>l\lfjs incorpoi~lited in l\?ls o,f ll~nior.s(il!iQ~J~,n~

-tl',rougp,ollt the. C(JlJntryalld one oj th,1l cOIlt.'llft6rs IS tl':png;o say tlil.\.1( -
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, "'l!iilllleiit reaIlyo\vns itkcll\l'Sll he wants to be able to uSo:\ it and not'
"j' :Il:a¥~ tdj;lll.Y Ii. royalty to anyone. :'. ..,' ..,

"', There are'eHorts in other committees to try toseU this whole con­
'j1eel?~; tl~il philosophy of which.is:verymuc~as you de'scribed' !oday,
.' WhICJi':IS how can you be hurt rf mqustry pIcks up these good Ideas?
,(. llQt,~~eveJ;Y guy you give an exclusive license to, or give the tjtle to,

you.'!ll.rc·1'-encihg out all his cQmpetition, all the other small businesse,;
:5\1)10 may want to get in that area and who can no longer get in that

'ea because one .guy who happened to be fortimnte enough to get the
overnment contract now has a IJ-year monopoly.

"CC SO we look in your example to a'riotheraspect of the problem. It
. ;Would be that 29,000 monopolies would be created to promote the 100
;. gllo(i,ideas that might come out of the other erid. I ~ess the con('ern
"~"ptdd be whether you're better oH losing these 100 ideas rather than

P'!l\'lj'Iitting extensive patent fencing. They are probably not the kiml
'(i,{c'idens that would tnm the world around even in those cases where
they' may be valid, but in order to avoid' passingout so many 'monopolies
ill other areas JOU may have to dothis. , '., .

Admiral ~iCK{)YER. I would'like .to comment on wh:tt the import
. would be of the.fine statement thittl.\fr. Foster made. ' .

mJch~Rha~f~~~~i~tft:Sb~~i~~~d.j~e~~~~~:~ie~~C:rY~~~tS-
try. All patents belong to the Government. We find that thls informa~
tion is constantly in use. .

Furthermore, as I mentioned earlier, I think lots of new ideas that
I (tet, and we look at them dosely, they.areimpracticable!lnd they also
can be unsnJe. iVe are constantly besmged With these thmgs.

Senator BAYH. Here again, you know, we seem to be going around
and around. The point that. I'm trying to make here is that under this
bi!l tl~e Government will absohitely not have·to de,:elop J:>ad ideas, it
wIll Simply get out of the way and allow our capltahstlC system to
work.

Admiral RrcKovER. Who is to make the decision that is unsafe? Is
it inventors! It can't be the inventor. Somcbody has to make that
decision.

Senator RWH. iVhat we are suggesting ie mat the agencies han~
compiled a very poor record for developing these patents and that we
should allow the private seeton;> detennimi which patents are promis-
ing and whieh ones are not. .

Admiral RrcKoVER. Then I would again say that if we believe in
our prcsent system, I would leave it up to industry and business to
~o that. iVe have a very simple system, why don't we keep on using
It! ~' .

Senator BAYII. Well, it seems to m~ we are so close to total agree­
ment on philosophical grounds, I think we are trying to accomplish
that same goal, and we shouldn't be as far apart as we are on the
prQced~re,to get there.· ' .

,So..Iet'5- loqK: nUt again. . . '
, Admiral RrCKQVF,R. I did PN~ommend that you throw it out to bid­

ding.J:;<,t anybody bid on it. If the patent is Governmentcowned, let
ti,e P.ebple bid on it liO you give everyqne a chance. . ,
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,&f~~~J:1~~~id~a wesliorild consi~~r;
or BAYH.ldon''t want us to crea~ 29,000 monopolies, but a;
ly for a bad idea is about as worthless as ;yesterday's news-

,1'.' It~s' the 100 Or th., 300 or 600 that ar~ the good ideas and the
~ipn'J~"h(;fwdo we get those out, and \vhat can we do to stimulate
~ti~iLprtal investment while~ t)1e same~ime protecting the public

lent that luis been made In It. That IS wJmt we are tr) mg to
lish. ' , ,

,jral RICKOVER. I ,must reemphasize that these 100 ideas which
,~beiJ)g u~ed, tha~ they are not all necessarily clJ.ually good. There
ustaken ImpressIOn abroad that the technological aspect, or the
Or the worth of our society, is based on the numbllr of patents
',.That is notriecessarily so. The number of patents iss\!ed is

'. ,', til the time, and we ar~ supposedly not d,,!veJoping as ma!ly
I'a,tents as we should have Or did before-but that does not neeessarily
fo~o'v; N<J, sir. '. . '

I,n fact, th~ more industl'lahz~d the country becomes, the more,
, patents you will get becauso therciS no end to new aspects ~f resca,r~h.
:But tha,t dOes,not mea,n that ,each one of these pa,tents really contrIb­
uteS significantly. I think thi.s is the thingtlmt I a,m trying to,

di~~~torBAnI., You sold me on tha,t. The idea tha,t it is worthless
makes it just that, it's wortl:tle.~s. ,
. Admiral RICKOVER.. Well, the idea, ,!lU-y be. a,U ril'ht, ~t ma,y bE; a va,lid
Idea but not n~cessal'lly for commerCialIza,tlOn. That IS the pomt,

Senator BAYu. OK. .
Admiral RrcKoVER. Now, people are bemoaning the fact tha,t the

Japanese are getting in ahead of us, the lVest Germans are getting
ahead of us, but I believe the things that they are getting ahead of ,us
on are not related ti> this subject. '

In the firstpla,ce, the Japanese have a far greater disciplined work
force. The Germans have a far more disciplined work force. I think
that has something to do with it, too. It has to do with the kind of
society you have. lVe can't always t::-y to blame these things on exter-
nal things. A great deal of them al" internal. .-

Senator BAYII. I don't suggest that this is going to suddenly do away
with our deficit balance-of-payments positiQn or anything like that.

"re are looking at some small ways in which we ca,n improve Our po­
sition though.

Admiral RICKOVER. I appreciate that, Mr. Chairman, and I am Sure
you have known me long enough to know by now my desire is not to
cOllie here and run down the committee in any way, but ,!:ather i!l a
forceful way to tty to tell you what my expel'lence has been. I thIn!;
experience to n great ex~ent.must be considcted in these bills.

Sen,ntorI}AYu.1Vell, It Will be.
, AdmiralRlcKoYER. 'f1mnk you, sit.
. Se~ator llAYu;-Thank you, Admiral. I know how busy you are and

I npj,j'cCinte ~'our taking your time to be with us here today.
[-i\.ih!1iral Rickover's prepared statement to the Monopoly Subcom­

mit(~.of thliSennte Small Business Committee on Dec. 19, 19i7,
f.Qllo ~

-.,
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~1:~ "I~~'OM a a Rro,_••••.,. ~_ 'fu_rt__
, .l ': 'MiTtEE' :oir' 'tut SE~;A.tE·Sk,\LL. JrusntEss' CO){Mt~TtIj.

_~~(j:li18 ~tateiU.nt iefleots tbe '<'Ie~"';itbeauthqr and ,Ioe. rlotnece"sarlly r~ft.et
"", the dews of tbe Seeretary of the l'1avy or the Depnrtiuent of the ~a:''Y.l

{!~", : c,':'",!;" GOVER;";.{ENT PATENT !'OLley, " '

'ti~'iik 'fo\l for InvitIng me to testify. For the past thirty years I have 'been
~oiisl-!>J¢: fQr, the,.,'r~s~a'r~h, ,~~ve1:opD1E~~t J}:~_oc;~lr-~.men~., tt1;()d~c,UQ1;lJ o~rn_~~()~
inlflnt(>-nnnc~r ot",the' n,udea,rpr9Pulsion ,plnntR, In ,~S{ :Xnn,r _wa)":ships~ ,Pl,lr,:
'VQr]~' W~r n. I was .r'espcl'DsiJ)}e, for',tbe, d-e'~i,g'n~ procuremr~t~'n:I):~: o:peratl~t;l

tbe Navy's shipbOard ele~trical equipment. ~Iy coniments today with respect
~1~t~':"G,·ot.errt·ment.patent' pol-iCY_.-R~e; th,erefore-, ~a!{~xt'6n ,e:xtenslye.,dea'li;iIgs: with
'::-~1a_riQussegments ot' ~meri(,~'ll":indllst.rY:.forRb()utforty.y,~rs. -' -,
:,:><Jt)l~· .. ,~~lSic presunl-p,tioo' .-in, most In:~·:s. cODt;(>rning G,f)vern~ent.':patet1t~ h~' ~bat
''', 'l~,iF:~~l\·e,rnD1ent retll,ins'.title .t,o .pat~p.t,~"d~~eloped ,at ,pu,!)ltc ;ex.pen.s~;:' ~ut-.' tq~:la:YI
-,' ,illa;Q~: .Goi-ermnept.-.ca~ftn{!ies ':routin~i~ gra'r-t ..con!~uct~r~r:eX;~lys~ve: ~lg:bts,' to the~

li1lt~'it<l. I d<>not bell~"e thIs practice Is In the pul:illc Interest. It promotes great!!•
.~9jl.~~,b:~.lrn:ti{).n oft econornlc:po:\\'er' in the han:ds of-,large ,corpbrritJ~~~r;:,itiriip.e'des
t;~i.: ije"eloP,ment nnd dissemination of technolo!:y; It Is costly to'the !a'XP'!'yer;
mid ;It hurts small bnglness. In my "lew, the rh;hts to Inventions developed' at ,
IlIlbllc expense /fhould be "ested In the Government and made avallablefor ilI'e
by 'IllY ',U.S" ,cl,tlzen. , " ,

Ul!der'Qur pntenj: laws, the bold,er of 11 patent enjoys a 17'year mOnopoly.
Th)dp8':.·tPf1i·;t~'~e. he cill~".prev~nt~Oth~t9' froin ~sipg the, ,~nveri,tfOn::·"lh~,,'~an,:.~I~~Em~:~
th,e,::·-iri~eriiit)~:'· iiIld.:"clnlr~t; fO;yalties; Qr 'he': can maun~¢\ ~ure. '.a,n(i" Il1il::rket. lh~_
iri\·~iltlot(Jl~ :n:'_,$ole"$()ur.ce ,:suppller. If,, the invention is':worth·whi:h~j'h~ is' in :a,
pt)~I~i:~,~,:to,::iIln:~~ ex,(),rbi:~n.4,~')lrp,tlts., " , .' . __ "., ..

Jjn~~~tq,:.:~re:,n'~pr~iy:a-1 ,rit:'g().Call~d, lett~rs patent wh~c:h 'W,e~e ls-su~' ,In:, l~rg~
numbe~'i.d-llrin~. tlie.<Middle A~es,.and thr~Qglj fhe, .Age o{ ~Ier~.hantiliRm~,:'~.e.se",
'were· ni)en~henc~,tile word "~iJate-nt·t-:-tQYnf.-Ic.tter~r~n~o.ll,n,clnl(to': ,one"and' JlU
thnt"th~'l)()RS~,SS(}r had "bePn' given, ex'clusive right.'i' by the 'monarch ,to Some
Bpe-~.ifie.d ~m~e., priYIle:gE', ,or cQ~'merdlll:~nno.poly.

Ori.gfnnll~;.tlle purpose of leH~'rs lin-,tent' grunting, iridu-sttiriJ' (jf,t~de mrino'pq.
lies Wns to j)roD:lote·the .pul~lic iDt~r~!st; that is, to expn:nd the"natl~:m's inliustry
and,trade--:-:-its naUorml pconoi,ny. It, v..'as tben believed',that' t.~e ,best~ ',if ,'potth~
only 'way, to' 'lndut'e .Hf'olJle ·10', -t-n-ve-~:t,. :large cfipita-I- slims In :J:iew ':indl1stri~S' or
trad!ng ventures '·WIV~ to guarantee them freedom from competition. that. is; to
grant tn,ern',tt, :rnoQopol"y.

In tinH~,. the 'puhl~c i,nterE'St came to be l1iRri'gnrdE'n JlY nlonar~h~~ They gr,rrritet!
l{'tters 'patent to court fn,~orite·s or' sold tlH'ID to the highest- bidder in, order, to
enrich themsel.v~. In thE', IPign of James I, tne· English Pal'l1n.illent: ~nallY· put
nn ~nd to the"whole- system of pt'ivate monopolies and privileges through> the
1624 Statute of M.onol)olies. " .~""

Ol){~ 'type of 'leHers' patent was allowed to survive. the pn:.tE'i~t' grant,eel to in~

ventors.l"ornlimitrd time. a mono}loly under the patent ,was.allLwe<lin or~er to
PDcOtirnge inventors to in\"('st thpir brain-s. time, nnrl monpy i'.n :",esel:lr~p. It
\vo:s' believ~ nlq;t thi.s., was the best, it. not the 'only, way ttl induce people to
produce In\"eht:ions~ The-!'e basic ideas ,were subsequently IncoTPoratetl hlto our
OWQ,'fi~,~tp~tent'law,of'17·00~. ". "

;'VhUe Uic~·e,>are fl~"'s in our patent' system. I ('an see Wb.y.:the 'GOve.r~inent
gtailts pat~rlt protection to priv-ate interests w·ho invest th,eir .own', thrie' 'fl,od
mpne,y, in making ~nven-tfon~. ~.~ut. the Plllent ~ituaUt>n today' is, quite' ~Ufr.erent

frgiJl:, wlult.,it, was ,IiI -1700~ At that, Ume:, a 'patent \\'.a8.,.a, matter .tlrat ·cop:.ceruE'd
tf1:e'. iJ:idiv,idual .primarily; indi,\",id:un"ls '.0 Eo, preindm~tr-ial age ~~·(!:re. dev~i9:pi~'g
'sl,~gl~ 'i.~~tllS. 'Todh·r." th~ .d'eyelopinen~.of patents g~ne;fJ!l:r in-vplves. la:rge: .or"
s.a-nl~~tl~tl:3:.an~:,C9rpor~U~8.", ':. ': : ' ,'. ,,; -', '.. :" ..: ":' "
_'-:'th~, ·Uj~." 'Go.vernment'·,nlou,e ,Js,',cnr,rently ~ndhli~~,n. ft!;Cal, ,..Yi'lU': ..l97~,

11.";&"1.#,._ ~2q )~U,l1-o)l.- t'f),r, r~ea:t,ch 8n~' d~y.elollnlPnt~,TO:·A",ra·sp .th'~: ,fo;i~.ifi:ca'rrce: 'Q(
thls.',~ij~, bear ,in mimi tllat t'he total e"Pendlturl'" of th," U.S. GO,vernment ro!"
th,e n"e,ar, l>etIod; 1789 to 1800, was le"s, than $6 million. It "'ss not untll1917
tbnttM!1i!tJ~<!f.·d!!r,al hUj!~etrellcl)ed ~t W,l1on. '" ,

.~r, t)le y~avs I ha,w fr,e;q!l~ntly wrind~r('d whethe,!". in this. ~we""ind~s.(rl\,}
Jlll~en.ts nr" as Important t<> Indusldnl QrganlzaU"ns ,nS"v,tll,lyd ,!ppear,f:l:0m.,
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i~,h~'~~~f-~':Ii,'t:~~<'·Pt~~:~~i~t~q~'Sita,1.t:J,~'?t:i)~'!(>fl ts;".a~~',::J(, j'li',1;l'~~t~~: ,,'~~~~i-,~t~,':pjl~",~:~~­

",... tty'mlght Dot beliurt much if we restrleted the items that cOi,ld he patented.
","•• "'I<We th'at todliy the ImlKlrtnnt faetor'for lin IndustrIal organizaUon 1"5 1M

j,9~,.~~~eIQ,p,~~::LJv'it·",: the, tr:~(J~:;s'~:t:et$'ll,.hd",t~,e>teelm:lqu'es',:''t.l~e~"are.'.,ilO;~:
,t~:p!~:",9il~'IitJes~ ,", ;~51~r,r:,:',u r~"~~lill~~,',,,'J~J~li ,R'J:'e"lp,~~ r~Ilt ',' .!!i ",',a.,~;i:lIH~i:t¥f ': Jg'-, i:~[4; ­
o-~r~lf;t.JJtJts "mn,n'~~etri~,tJ:t::"9,n~: r~am~~?::empl1)y~s';i,n the' kind' ot"m,llchl?~,

o:'-~tr;!~3:!i:"~~JWit:,Q:~,tl,lto:~e:'t-n~J:~i;Al!i(l'fiO'O:R".:':'.',::',' ,:", ",/'" .- ,,' -' ': ":'" ,:,' . "," " ,', .:'.'::',":> .';,':_
, l"jl'tll',tI'Il'ill\j\'ent'of the AtoIilie l·;lIe,.,;y Commission In 1MII, aD,d tile Spare

::A~P~f~,'~:~',:l~?~"".J11o~'~':~:~:v~~n~~'~~'J:'J'sea~cJ;l,ll:n'~:',~~'V~l():PD1~ll,teonsls.t.t?d','r~~~nti~;HY:
,::n.(1!\)J~!pt.~~,1(in,!i.to, :~,~,~~tl~~:,',t~~n:o,l(}J.fS\:. Tllu,t',J,~",,~n"'.i I)-(~'tl:Et.rl al. ·or~an:l~ar~(Jn,.w:()~ld

\,lIEHl' "lltOn.·.bf"ni~:\9Q~e.'~nm~n:~,~~'tf1,:l{e ~Ril~D1;tll-n:tit:'hnd·.. aJrefid;V;~J~v~lo~,1
a period of many ie,,'rs nDd modify It. But triduy, in many areas, the Govern­
__ i~in ,th~ 'for~tr.?nk()r t·.e~~:~Q~'~~eal de:~:"eloPllie,nt,. ,4sg.r~,~nlt.- ith{tl<!tunlly
I.Holic. tlJut ·l~ti~,~:lJcirl.g:d;ert:'h~Imwnt.Orfll~i~~.~'eW',:~~cbnOl~J;ies.It.l-s,~;r(tr:.r,
,:,/~,llruio~:~t()t"'!Ile'·.OQ.\":f:!'nn~eHt".to,~r~nt,JJ.:'contractor·.exclqsive·.. r!,gbt,s. ·f.u~:
'r'i;to luventions ,leveloped with public fundS. ,." , .

_::,.",~:,.,'~(~' .:~hl)se,::, ilo,f;bbly',<gQT~t~,nlpnt. '·~9~t~c,t~r~,... il'n4p:atetlt'lnwr~,rs' :,1n
:ttij'~1;'~~t,qf"¢ol:~~nIn~rit,' ':''v:~~h,(lY~::~Il~·gu~.;t~e'--p[)1W.~,it~tfl:at .. tl~e, ....Go\"e~IJ1~~t
~:~tl~'~':~.':'~.9,'~t.f?,.,'~o.t;i!ril:ttQrs.;ex~!1Js~yer,h';.1;lts,., to ':':P'1,?li~~~Y' ,:finan~ed:,Ipv.~Q.-tl~p~~
·~~~{l·rp<'~l):tl't'.I,:.~Il~·e.~.~~i'.tJl~pntr't:ltlohbY~bm;,lSt~;~I"lH1llr,iJYQt. 'a' b?,cl'r·..~~s~:r~~~.d;
'~'I)~~~.l~:e'(t~:':'I~tt.~:W11~"hfl,ve::,lJ~~~.ne~1'~ssly,c'O~tq$:i~g th~ :SfOl:pl~ .pri~cfpl~~,':
o*,::~:hle~:,.·t;JJe ":P~~{!llt;,Jit.'Y': .. ::r~~t,f~ .. 'Ibe~, ••..:~·a~~e· 'P.~Il.··.imcce's,sful '~o •. t:.~e.· .• PQirt'~' ...•,'tlla:t
t H~lh,f,lP.ll'.Ii'~'.~().\-~t1J~~~.t.··ll~1)~i~s,.flr-e':ttylng: il:~·~r,(i9t~'J:1lme~t,~Vllten,t.~.i;Pts~

'P>e Department of Energy "onUnuM to oPerate' under patent regulations
which were Inherited'from the Energy ,Research and ,Deve\(,plrient Admlulstra­
tlon (ERDA). The ERDA regulation" are a good 'example ot IlOW tlie obvious"
intent of a Federal Jaw ean be stood on Its head by a Government agency. "
ERDA's responsibilitres wer" set forth In the AtoLllc Energy Act of 191» and
i:n t-h~ .·~o.n~,~*elea,'r-_1'~n.t'~t;',~;:~~tnf,l:~~,,' Both of, .th~se lAWS relI)l'llri in'efte¢t ·'and
apJllleable to the Deparl'l'ent <>f Energy. '

'Ic~n~er.·· th;~,4,-t()~tl;' ~tl,e~~Y«'f\tt, '.. the, G9yet11m~ntthl~torlcall;y.,·,ret-~ili,(>~:"p:#·ent
ri~,hts. tQ ,Vl1'~Hc1)',-nnnlwe<I,'" "~ ~f\'pn tinns~:. ,That .al~os(?emed'Wbe'th~,lE'~"I~~f...e
intent'I~(>Il~nd"ena("tmen:t,of.,t,~(. ,~on-N',t1clea-r,'Etiergy""Act of 1974. The' Congr~s·
$iona t,Collf~q.pce'reIJo'rt,fnr..t1)~:ti\.~t,. s-t'~l.es':"

··(;'o'·erninP~t"pafent'I,),OH~?:.(·a,:rried ,9ut, "u~,der'FlJe ,ryASA, ,and ',AE'C "40,c,~';:,,a#~
re:~ul,htlo,Jls~",ll,l1(l:tbe,l~t~~,i~~~tin:l'-Patent,poUcy.,s!ntement:\\~ithre~~.ct.,.to'e~.e~g·y
t~('huol()~,':h~~,;,,:re:sulte{t,:in','''reratively,,'t:e\V,,.waiverg',or. ,exdu!:>ive'U~gR{'~; .. ·lp
('()lIlparispn,'~tJl: thenullilu~r ", ofi:m"entfons :in\Oolv('d.~he::conference'cOlIlm:tt~,e
('xp{'('ts ,th~f sh:uparfesultswiUbe obtained under Section 9 (of theNo,n';
Xu('l,ear 'Ent>fTfr .. Act) ~ot

H(J\\"ey,~,r, under the:A,torricEnergy Ad and. the ~(}n.cN"uclear,E,ner~y A~t.
the ,D(>Nlrt~'efltp.f,l"~f~~r~Y:1Jns l\utb0t'i.ty, to waive ,the: Goveruplent'S'iJBtent
rigJlt~;" Tll~'G:9v,erpJ:llerlt,,',lultellt "lawyers hnveprepared,R ,regulation ,\\'~i<!,~'
m·tltnl1y .i-nylt.~ ... c()!Jtrtl("t()l"s to'·request waiyers,· anfl·urgestlle.agency to appr~ve

tbpUl. Tllrr~~'~1\ti.op.$ttnt~: "'.. .•..•....... .... " .. •.. . .. . .' ...'
u" ~ •. 'f()',ll'ce.~~plF~~.i;ts,W~s$I,ODt~:RI)A Illust work ,fncoope.rtl~i0tl ~i'th·tp(lH,s~

try In. tlledeveloP1lleIlt,ofnew energy sou~<.arid ioachievIng th~ llItilIlat~
goal of ·wld~i-e.:l~,co~m~rei~li1se;"..-. A.n imPOrUlntincentlve incnmm'erd:ll­
Iziug teehnolo~"Y Is that provided by the pateut system. As set forth in these
Re..gul~tlons~,I>~tent'in~nti~~s.,jtl(':l~(Ung.:F;~'l):A'~a1:lthotIty.. to 'Yfl:hoe tIre .. (lov"
ernme~r~,.·.p~t~nt,d~nts···.·to'lhe.:ex,tent·provtded. __~pr ,by· statute" ",'ill· l)e..upU;;~4
j,tl'a.pproprlate",,~I.,~:tlCition~ ·llt ·t:lIe .. ti'tne.J)t~ntr:ncting, to . encolJrn:ge ,i~tilJ:~tr,i~:l
Jlnrti,~ip{lJ49ni'Jost~,r (,"!>~mf>'l"('lal),~,tilJ~ntiQn',Hlld.coI!'petiJion .and ,make· tile,bene:: .
tl t~;.O'r~.R,PL\'sJlct+viU~.s. 'XifJe1f;ay4iiui,1~:· W,t#~, pu,l?~__~\7.'~: .'

This n!j(1!latiou also states that,,,,,eh potential rontraetor should be notified
nt Ille time of tid, soll"ltation thut'l)e may request the Government to waive
i:s patent rights, and Iljat a. request 1:or waiver will not h,e consldere!! tis an
ad""e"'" factor In evaluating bids. " , ,

~i~;;;;m:~,;:p~.~V\:'~I}riti,~n~;:f!i,~--.:,t;l~'Itlli~J;:o~,~JY~r. rAA~,est~.i~"the ene~in':,,~,~l~,
has J";~!,"'1',~dra.i1!lltienll¥. I~, ]riseal y.,n~ 1975, the Ener~ Re~...eh 8";d
J)ev<il..op.!ll~Jlt",,Adblll'lstratlo~ rel!"rt~ t:""eivmg two W,.lver requests: in, Fisral
Yea~ ,197'; ~Ii uu,!l'JOOt Increas~ t" 1l!ll.No dOllbt. tIle number will rontinue
Inltrow l!llOllletri'il!Y¥ as t!l'e'm';tj!!',t,ll'bby P!lshes; 1ll1"~n!'"y." .

. , . Jk~:fl:":l:~eh>c~'~~~bobi';;'i::lr~:W~:fent
;;>:-':;"

}



." ,u~ ......., .,
dilJh ikriiid: by I'~Jsf<l~riiNii:oi\. iii tQ7i;'rnf~~i!e~ri",nio'l;;iiaflm

". broa:d"ferms to strike' a .!Did.dle grolind, oet"'een gil,lIn; nwat illlt'l
?t~i1i~~~t: patetlt rit;J;it$~-'~~~~V~~j;'IJ~~·:ii1~,t-'.:attp·rtip,t_¥:,Y~,:l7e£r'~rfl_~

., ,',.," __,'~~:,r&~f,tl()Dgi ,if,bus :falleq.~ ;~~e',vgQ':,d·iJlg~,:ls.--~()::bron;d_-~:~9--,RQ""'lliin~c
i~~~cl~s. -:~~l:~_::~p:n~;~~' wba._~,' 9t'~,Y,-:\~lf~'9-_--,~r~J#:¢e,,_-~e~pr~'9d~i~~:',:,~lt~::,',1)(',­

e!It. of: Defense routinely gjves pntents awny, The Gel'ernl Services All­
<'" ~~k -- ,,:,ba:s__'p~?l1~~- p~~~~eme~t:,_·regUlri.t10JJs, for,.il:lost --()l~el",'??¥'e_rn;.

, \Vhl~b dO tli" same., . '
_O'~/,:' "_,,,,)~.~f.<W9il~4:'· ~*,ye,lt~:~~~~~Y~,t1?~"tlt. -:~p1pall,iEis':-ar~not,<g:tlt[t~lnte'~o'
,'~.:t~l~~WJJ.t :,:~iKI1M~,'Jh'~~.,W:~'l,;:~ot ,;:~~ept-, Q'~VE!rpFflellt, c~~tr,~(.'ts.', Obvj~u,;;ly.
:Vet,l:.'.~,·.'cb:.9rce.t::m()st ,contr~ctor(''o/g~t~::'Jlli~tll~.·:'~(r\''er,I1"tl1,en.t·Jo:,Aiy\~:'rh(~lll

Ive orlgbts' to nil pntents iliat ,might result from Goyernment COnL"""" .
very few firms would, in my' oplniph nnd from my experience, reject Go\'­
,ent busineSs if they were not 'given pntent rigbts.
elie r1gbts are not all iliat important to most firms. The AtomIc Ener,;y
, , Ion operated successfully for lUore ilian 25 years nnder a policy

~:~ ,'(},l)rernl1l~p.t",retil.illed; ,,~t~e" .:tP:'Jnventi9~~:,:,:deY,elop¢·fil:',:'lt~~,~,r ,AEC
os. That agency bad little trouble finding contractors nnd did' an excel­

of developIng tecbiiology., Likewise, I baye no trouhle finding con­
eyen iliougb iliey ku'ow U"iy will not receive patent rights on my

i'ropulsl<!n P,rogram cOIlt;:actS. , • ,
:'lV,~'aJ', r~!'I,ve;~~J:1;:;~~~~--{)f.~h,e'peppl~ \y~o .actu~l;~"'nw tJ~'e',':~'o.'ll1-pn'~Ies:, rl,re

intl'rested primarily In profits !lud In the techri<ilogy, experience, nnd' kno,,-how
~:bat: 'coIJ)e~ ,':.ft~J;~l, p·~r,,~rW,!I:rg',:,'t,lt~','~9g~~!~.':,~rry1-~::'~.~l;ll;1?~.o~~,~x1?~tl~~c~~" nlld
~O~,U6\v 'is' wh_at,';ll.e~p~,:,-~fi~/'~·o~Pfl:~y--::g~~"',~,uJ"B,r,e·,q,Qy,~:rnmel)t·~Jid: c(}rarn~1:'C'i;nl
contracts. Severnl stndies, Incj!Idlr.g: a 1008 stndy hy the Conimittee on Goyern­
ment Patent Polley. confirm that ownershIp of patents Is "s{,ally not'l\ major
flJ.c~()rwhen•. c(),~'p~,tlle~~'d~~,i~eW:bll:t,.~pr}{"tqll~~~I1t:.·.t~nt.~J:I1.p~.~ieSJ~.re·;h~J~r~$ted··,
pfi~~ril.rl~:lioiV ·~\l~h:"tpQn~!::~~e-Y,.~~p~~P,~~'Jo.)p.~:'1~e;."n,~'d~-."·hllt't~eY:c'nn learn.
'" q:.'iltrRctor"]0i>by:,:gto~pS'·~¥p.lcall,Y:"i1s"¢, '~~'(!' .~l1fe~r9f:l:'eflls.in~ ..·to'.!~k~,9o\"~rn-

. !Ilep,t"wqrk -W}i¢n tliey:trY'.t9:pe.~s~j:~d~"C2~~irl$fJ' ',t<f ~l~min:ltE?:'pr()c-tlr:~m:~.n t sn fp~
~~':f;d.s O,i't".;til:k,e otlle.r-,,-n'Ctlo~·~tll~-~:'''~.ilt:Q~~ilflt.ln,~J;!st~Y;TheP{;'.f(>.1}~e"t(),~tra(·tQr

- 1~9nYt". f,? r ,ex'1rpI>l~"l:u:lsin~~es,i,:Jf1i1.n-J;. tlire::lt~, ':fe~-r-:atwr::I f:ur :in,:rJ~l~,tiopt0 .tl'le
Truth-ln·:"egotlatlons Act, tbe ('ost Accounting Standards Board, the Rene­
g"otinti~ns'Board, .and:s(), .on~'l',l)e;r-,.s.~'y ....thll.t,'~ef~~s~, ::c,()nt~ac~ors''''Hl' l'e!:lve
,tile busln~.ss' u,rilesS: ,the:p~.t~~s~'.n~p~r-_tiilent .ihgr~ns~p~()flts ,pr :relnxes.r~~u ..
l#'~~()ps. 'Yet;:Yi!8i" ,after "':Y~li~;: t):lese :yep'. s~IQed~rens~' ,-cot1trll~tof$ ,'lot~by, "CO;1I~
~~ssandJh.e'De;ense l)epn:J:'tzpent ~()r':more,lfus~neSS.. Theiract-lons beUe,their
~or~s-;.lludtllisj~"alsotge(:a~:\Y~tliresp'{~etJ()~,:t~».~•

.:Wbi1ecOInpanie~ .cont~Ildtb~t.t~~y" sb?ul,d,hfiv¢ tli.erlghtto tl1 e: iriv£,ritionsthe,\"'
make ntGovernme~t·~~pen~~.thJ~ya:pplyunel:actlY()P.positeprin~iple'~'n deatin~
~ith their ownempl()~'ees'aJlcl;~llP~ontr~'c~or$.:~~plo!ee~llre rMltited to.-gi,vc
their ~mplo:rerth~Figlltstg,an~Anyenti?p~t~llt,tQ.e.Ycon~,iv:{'on .theJol). r.r(),~n.rd
their ,eIllJ)loyeesu:nd_~mpco~ti::act~rs'Jb~C,OnlPflnie~'practi'c.elsthat, the'.t>ne '~lio
Pays for a~ i!lYeriti0':l,sh()\1~d'.owriit.,~~tjn:deaUm~:witl:LtheGov~rn01ent. they
c,onten~. thlit the Due lV.ho a¢tllally !ilade, the imu~ntiQn.shOtlld" ow-n·lt,- not them} e
who paldfor it. ,.'l,'bjsi.sa~l~ssie ~~-n1llPH~'?f'~·lIe'lld~ •.. 1 win. T~11~;you-lose." It
Is also nn example of tbe double-tnlk whtch bns cnnsed the public to bold bus!-
ues~11Bu.e~.lo-w:·esteeItl·.,:, ." .. ',,> .'.', ' " , .. , .. '

The. pn t~lit l{)bby-~onteIl~s t4~t, CQlllrll·~torsmus.tbe~ven. (>xcl'm:ive."patent
rlgbts totnyent.ions develo~un,df!:t'GoyerIl~entcOB,~r.21ctfJ()rthe! -wlll not'iIl¥¢~t
in productl'9nfacni:Ue~.or·:i~,·tpe:'f,tur-eres~ar~l1,~i:t~d~Y~loJl~e?t~or-kn~~ed
tn cOl)lmerclnllze an In·ventlon. This Is one of tbe mniu arguments befng used in
promoting a giveaway patent pOlley.

It is noilsense t3 think that onr teclmologlcal growth will sufl'er unless cnn-
.tr~'~~~rs~et e~cln$I'ffl :rI~bt~'.t(),Pf.!:.t,~ri~'s.ge~~t:nf~>~nde1",.(}'OJ'er,n~~.ent (:ontl"aet!J~
rr.Q~'w~~t •. I,hfl've, ;see:tl '~~,~r.'mtJ:ny '3;~al"~f tpe'~fls,t~,~J9rf~~:,o'f.p~'t~,tit~Jl,9th'ln
11-1l9A~llt.:or_tl,e'n:uele8.~·lil~,1J,f)t.~y' ilr~' ot '1i'~~J~ Qr,uo.E;J~i,flc~'lJ~~~, S()Ill~' in(l~vi~1,lals
~iJ,tJ~:l!1:''p~:Hmts.a!J: ,eV~cl~Il'~~.:of',a~bie,~e~en.t,:.·mU~b:A$·.,·~0Y:.' ...~~'l~",colleet~e~i,t
"ad~es. TheIr Ideas mi"ht be patentable, bttt Iiothlng worih pursuIng.
:...,~~~g~:,~~9~J;m~t-J'?Jl,$"file.~~~.ei?u~:'t>a t.e.~.~.t~~t':~f~ flot' gn:-,atI1e;~"~~~~lOp,~e:tif,s;
hntm!norImprove!Deuts or d<i\;lg" features,'.{men theY tile th-ese P'!tents ~lmply to
dlserur~,ge ,ompetii;ors or'pote!It!:al compelitors--pnrlicnlarly small firms-c-from
trying to enter the market. And It someone wants to challenge the v,aUdity ot auy



(' .,.0' .;~~~ ~~~:l!:~~tK>F~P~5;"
11i'c.tI tal'ieIfWllirWi! bl''tltiltilllt<lds ot'l1ol1lirif and,
'i'Mntlt'eofc j)llf<l'ilts'l!Ollt@;i:j@ In militate i'Uf'<{d:

,: are 'wili,\;g'or lIb/e to Bll'iifAln such it challenge.,
dIliCollrage c.im'i>eUtlon., ' " ' " " '
h ''i!' "Whts''W'''! do' i',n,eSeut uooM MMs. However even
CDr'm~~y~ the';;' i'tventionfiould be discovered ifnd'atlQiite,d 'In

:Dlace baBe<! on their merItS. In such cases, 'mthei' '!lian motivating
, comiJ«D1eS to enme Vp wIth lieW'ideas, the patent system has a<>­
, 'a'prllCeSS for' determlnlhg wlllch Of man:!' fiims first concebed an
1erefOre entiUed to tIl',-royaJty. If oIie: company did not generate the

_.Mr firm'wonld have becanse of thalll1ture of the work,belng donjl."Q'ften,
.cll! Ideli:.s ctop lip almost simUltaneOuslY In different companIes. !'urther,

good Ideas caiI- he bnplemented or ~'commerdaliZed;" 'iVJthQnt'special In­
ent In R&D or,new facllltles. Or, they are'sulllCiently promising that com,

es w.lIlnvest In them, without palent pr<lleet!on. ' ,
ero may be a fe,v Inventions arlslng uncler Gover.:ment contracts Which,
e ahsence of exclusive patent rIghts given ,to the conttlli1tor, might not he dis­
'oated' and, used. The qUl>stlon then arises: Is It really worthwhllt" for the
,rnment to promote the: invention? P'e,iMps the Idea is ~ot, ,all that good.
'v'er, if the Government shoilld dectde It Is In the'pubI-lc Interest to promote
,mri,ercJairze" a p~rtl~ular Invention. It mil:ht lie better If the G<>vernment

,,""" Paid for further development, and made the results' available to all dtloeils
lu.t"'~d'of granting, to One contractor e",elusive rights to the lnyentlon. And who'
iii tll';"al', in eases'whe.... the Govermnerit patents are waived. that the company _
perto"'ning th~ e'miraet shonld ailtomatlcally and' e"cluslvely ,get these r1g11tsi'
Slnee'large corporationsgeUhe major share of Government contracts, they wwld ",
b<' 'the one~ to b<'netlt most from sneh u:pmcd!:".' , -

'!lh' eonceI'lfof'granting a!latorit:....,,, l,~gnf JUono\lOly~ls t<> enconral;e_investorg
tl.(e-opc61ve, !i<;'~"'!BventfJ')nB,_', 'Dot fj) gnarant~,':,a ~_futet 'for: ~lre:ad~_ ,existlng, tn·­
,,~~U~i;l_s. Brit 'Colllpante~ ,n'ow, want 'N)' h,tlY,e, th€'t-r_:-',mnrketi.n~, }j~vt:'Iopmen"t -<msts '\',
,Jt\la~'nteed f,y' -,h'lll'ing. ft. 'patent' _-m~)J£C)p?ly, :on, <!overnment."financed·:_'.jnve~t1ons ..
liince the pnblle lIas paid ,for the de,'elornDent of the invenfion, the risks of mar­
ketlng,lt shonld ..'><l' no dlfferent In principle from other risks that are Inherent
In a trlle free ent"l'J)tlse system. How Is the risk of marketing- a Pllhlic(v-flMnced
inl"f'nt~on ·diffe,rerit 'fr~,:the ',risk' a t;l'Rlt ~ak¢s ,,,_~lj¢n-h~-" open!'; a ::pew', g-r6eery or
b1l:tdwa-~e store "on ,a.,'co.mer,' where', rt<me' exl$t.ed. llefore.? .. We ,,~ot11d he going
~t.ill.further In abJln~oniDg ~nr S<H~,:tJle-d.fre'e 'cOinnetitive ~nte-rnrif:e s;fst{'hJ· U we
~unr:nnt~4·1e~all1lo.nopolt-es for what art>, e~Re!"tfn:ll,yn,otmal: httS:ine~s ri,s.ks.

The P8,tent lobby contends that:, nndpl' " g-ivpaway potpnt polloy. the puhllc Is
prote¢tM ~anse'tbeGovert.upent.,wo,uld' h::l'f'e'~·.llln~ch:'i-n" ·rights. Under' this con­

~pt, contractors.- who, have been ,giYen. exchls~ve' patent rig-hts to' ip.vellUons de­
j/ TelriPed under Goveminfi!nt, contrads WOl~id' be .r~l1i,re(), ttl· 'snbm~t reports ex..

pl:dning"their effor.ts tft' .coDlmer~'ia.liz.e:"the-,.inv-e;ntion.s.If a- contFnetor .did not
romlhercla-lize the invention to the Gov,er:nmelit'~,:s~tIsf,actiont.the Government
would, th~n exercfs~ its '·~mnrelrin" rights and ta.ke the 'pat-ent r.jgbts back. or
license It to others. _ __

The concept of gtIlUting a patent-a le",,1 monopoly-is to eneourag-e IlIypntors
to tonceiv~,!lew ,blven~ion.8, ~ot.to:g\1arnnte.e a market fOT alre,ndj: e:xisthlg in\"en~
tJQti~. Bu.t· eomplI:,nies'Dow 'want 1:0 have th,e'r ~ark~tlup:,deve;lopwent 'costs ~:~r­
anteed' by ',llnviIllt ,8 pate~t ';moIi,Qp()lY on,. (lovemrn~nt~flnim~<1 in:Ve~tions. ~h1,ee
the pnblle bas paid for the development of the Invpntlon, the rl.ks of marketing
~t should 'bi!:. nQ durerent-,in, prlneI{11,~ frOM: otber i-i.sks than are' fnb~rtmt'i.n fl tfue
fr(."f}:(!nteg)lise·sy·stem.. HoW'.Js the, ,rf:sk, o'('tniU)ke:ting a ·pl1bn-clY~fln~n~ro'i.tI.v~rition
different, t:rQm the risk fl__.Illan tfi;~e.s wilen 'he ,{)Pens, a' new groCery or·lrn--rdware
sl9rn. (>il: a'eorner'Wh'ere non~ 'i,¥J~trtl ,bp:~Qre~ ~e,.woll,ld' ~}~ going. sUU ~llfther.l'n
.a~ll~d0l:l1ng' Our ,.so-e'oUed, .~re,e cofu:petIt~if~, ent~rnrise system -it. we rnrnrantee.d
le#ll,t~lnonopoHfg :for~wh,,:t arp. ~g£,:ntt,!l.nv no.rm~i-1, bW:;i~C's.s 'rJ~ks..

1ij>'e Patent 'lobby 1"utends th"t. 'under l\ 'i:'lveilW!lY patent polley, Ihe puhlle
.l~)p~teetf:@. b~a~se..,tha G,9v~rn,Jilent,~t11d" btl've' ,t'rollreh..iil'", MJ{hts. Under this

/ ~n:~pt:, colltractors who hl've b~"n g-I~en e:':cluslve !,at,~nt ril:hts t~ Inrentlons
",J? It,r;:f.flfl~,,:'~!l,~.p,r' :(lo:v:etmn~n~ ',:eontr~utB,' ,~.Olll(l ,J~, ~)11 r,t~', t:o J~u~mt t "f(>V~,tt9

V ",q;(ali):ln,l\'.!h1!lr P,l'l'ort-, to'commerclfl1lze Ihe Invj>!I11ons, H a eimtt'Dctor <'!ld ilot
coinlileielntli.e th~ invention to tll,e GovPlflment's ,Roll_faction', tlje Gov~,",mpnt
wOllliJ thpn ,,,-,:prclse Its "march-In" rights nnd I!lke the patent rlghts back Or
11~nne It to litheI'lL ' . ' ' .
. <'.... ". ,":,

(
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__~~~~_.,.;.t.t~~;1~J~~)':\Jc'
_', lit 4:Iove'rn-meif(' l'xjll'rI:",,; ,i'illito, IlllHie tUe tiil'~ilnhJ'dre,'

f~1! f>iiblfCi lrt*....,.njiii!eilU'~ <!liurd,~ llctlfl>,'<'if.li.v "1f~t"n"li'idiL c '"

'tiS; fry jiil!ilf.iil'lk ili"ttihu,fito'\ Inn hfl\tlhOJ' thnt "'tl,il,j;'f,t/ll!ltldj,;I>I'tie,:,( h"m
:Ing It ""tiil\:' puult;, 'Ii,lerl'iln,'riuhl Iii' "~h-e.l 'nl! \""I! us if ttie Go,.ernllle"t

" ly pnferifed: ttl.. ll",iiil'llim. ' , ',",': "', , ' ..
" ,:', 'Tlil. Ci>tiiihlff~will, j aii) "iire. he'lo1>bl,,<I to Malh by contraetorA nird'Pi\t';nt

t~~~\~~J6t,lfJlt_l1·,n:d<:"(fiitQf_:~?\·.,~trlll~;~,n,t~'::TJI'tire:,\'·J.II",~~',:';·f~~l~'~:,,~~tprJ'j:iJ:~,,<t:~t~
,.;>:j~lit1l~,~,'9~,fl'~h~~:~iflY'i)fl:~~ht, I'~li<~)· ,',' tn: ,r~'1*i,i6ri,tg, t Jl:cim'tf'ilt':i~"f,t~Iri::":i#t.::-,ft,~¥;

":,,,~~:',~z:r~,t.,~f;J)}1~~:,_s1~,~eJU-;:~t,!W .ni~,r~OU·s drt'~:~_ning::':,~~JHIV.odcfll, gt:()\\~::h ,:',;~ml.H~,e::prnI",~,
:%f',le~,~':.}l~~;Ullr,h,ti~!I,~g8,~':, '1'h(~~~.,~'re tile ,;.sluluiIird, '~Jreecllll1i' ,w].IJS~,IohJ)~~!stS""~tlll0"r

~'1 i;""".cft"c"t~,re'¢J:tll,~~~.iolls, :,,:,,:,,:,-, ,," ',", ,'> '"",_,', ',' ,:'<""':::"::";,:j,:,,,':":'::, .",',
" ..,,: Hie pOliC)' thPy ndvoenle Is eontrUry to the prlnolnll"< ot fr,e..:"n,t1'.r.

,:~",<7,:: 'n:i1~: __,cqiIH)('Hth)n:: :':I~n~Ji~r,': ~han :dr h~,It,,{l\·,(lr.:Y(}IU_lo ': j n "the',.Jntrrk-(~r,ph!c~:' .',4lJa1
~~:~~ :',~,?,:' .:lit,i!Jg~lr;;,P:)1::t':~~l.-- :j'~'\',~~,tJOJI~' ,',t]I{",.Y~:, n:f~,,:: ll~\·c~,~Vpg ;H,~n. t ,UI~;:,(;O\'-:":rn+
,en~,: .. ,~:~rri:'!t,:,JH¢,,lI-~~:'o'-::'ll,~';'jr(Y,(~,P'tJ~ll:· ..tq:',Qn(\,~o~rn~:rJr· ':" ,'>: ::" ,," :':::"':"'~:':""::>:" "",,:,:
__§'~~(bu~:~~~~_::-i.o.f.,gs',-,()wll::n'('rl)l~tl1·'~~.s,II'(),id~l,:~,n~~.i-I)-:.t:':~;~r:,~T~,,~~rtr;p,~,f:~P,t
).U(.r~' .', jftj~:n1J~t :prppQI;'iiory,:Q,t.,G()\;ernmen,t'lm:."i1.~~~ 'l;o("S"to"~~tl:,~',ft>~,fr~,~t:?rf'

h :"',J~:lt, re~,r~,19f6.'do;pt:'r('eli-t-:.()f:'tlH~,t~tnl,~I(rllfl r:,~n)nt'?,f: ~~r¢hp'h:;',,(I'~'\'(~l::
,~.11~ .-,cq~(l"fH·t~J!h~'-C't'11'h}":':t,h:E" ,'~').~1\lrrfm~nt'9r ,B,p.f~·I)~~",~('_nt, to, :~h:l,~:;(~rt:)#:t~k
'It8tJnlt~~,·, _IJl':'ri~n,I,X~'~,' 4~J7,!:.J,~V~I'hi,:r~:{, ,.:o~ ,:tht~ ",$:l:'"~~~1,~,,: ~!lHo'g,,}'ftflls~
f:re'IiI~~~ t::,:~~nl~(',t:.'~~ri~t: t9't~~ "t~P:1:()()'(."r'htrn;c ~(),~, ,'J\M , cor1~loni.£> ra,,~,~:,: '(.~Jln'rll'.

" :': ,""" ,~~)~I;1tr~ t'-lol),C(}n t-ililies :j~,: ,i_:n~r¢n,Sfi ',::It- :tft.~:~fght~,t9:'G,o'·'~T-~r'1.,'ilt,~tJ~'(k,n.~1
-;l~~~:~:t~.Qri,"'::lr~. :~1\'~)~'n'~\"S~,'~" 't-o ("piltr~'f:~or~,~~'~ {> ".n'~\·1)'bl nw~ t.It ~,('l.(-,,~lIl Ji,~-)Jr9~~~h
J!il~.;t,I1~'(c'9n~i.ltrnUonot,~~Ho:ni'icIK):W-f;>rJnUie ,han(~~o(,:,lJ('\\',I~rS'et911J::I,l?i:li~r"
ill*,g.::: ':,':','" :'.. :::<,' ,,',", .,:' ::, :' ,•• ::" ,", ,'>,," :,:,:~':i"", '",',:,'.,,:', ',:' ,: ',,_ ',' ,\:'-'__" ',:' ',','::';', ',':," ":'::_: ,-',,>,,''-,':' .. ,":, ,,:,'-,',: ,:,';',: :;, ":",', ,:',,-,
, '1'0 npuTfflni" tully tl... liup'lIenthm. ot n lil<",wny' Go~,,;'nn'lent'pnt~nt vOller,
q~e.~~d',::~,IlJ~" __ ~n.~i~!~t'·'~,'~.rpor 1,lctir~l",e11~e~ .. ~.~,p;pq~;~:, __,.~':,ilti':tfl~;" ,,:,A:~~::~,iJ'f~W':,()-r
G:o'"("Ml~~~,t":JP91l~Y'HJllt, WnLl~~t~ll,t<in,'~f!"{JIrt~,~,(),:(im,I',,$~Hlrlnh~,·',t-'?:Jli~"t~,PrY'.
"'prOl)Iem~,-~'~n~'I~e,tor.,'.~tJ)u~l~e::'-p:t~r:i,~. ·de\·~:t()P!l,:.~···. te~'ttJJ.9V~~Js~~:1;;'~rQ~~~'h~?'~~%p,:.
~·l1.at,,~"·~u~u-.' .·~rl:,()rdlnn~Jj", t:flxJllly(>r:: th.lnk, ..·,,·h~n ..•~.(!_lQri~·~:·:,t~fl.t:,:tJ~~i~,,:W:TP:V!l'
C9iJ1d, ':~e,r:.,lf" S("llJ::), leg~llY ·:~ol1lrol, the -- d-isselui,~ntJ::>Z1.:11S:~.; Jl,ntl,pri~i~'g".(),~::H! t",
In\'e,ntlQD'~>,:,:""",,,,:: ,- ":":" ", ......." " ..'" .....'-, ,,;' , ".":','<,: ,'. c.

~1~r"t4I~:,'~aSOQ9"~, __ '11~~.(C" ".Rtll,l,ed.~ .•. l, hefl¢'·~ that .· ..f-hi', (;O'~tirnD'1en,tsh(fl~Jd,:-l1'~:r'~,.·.a
~lrl~,t-:,f)().J.i(!y.o,f,.:r~tll~nin;:~ 'f()T .~Uel(izrng., .. l h~'ri~nt~, :t():'nq\~e:ut.s "d('vcI:«?peq'.:at
tal%P:nJ:,~.r.·."~.N~,~~~;"$l~i~l,cnJJY~.I·rt~:rt!rT1{'nd,:t,he•.f?1tm,oJ1W':::.:':' '.. ',,'., , '.:',', : .
" 1 ...:, '.ARJ:;'(')\·~~.r~nil"nt:, n~('J"J.t'~('$: Ahpt.l)dher-N]ulrPd~)y,lllw 'tQ 'r(~tllln', fl:atE'~,ttiJ!lJ f~;

e~('-(1)~ In·..f}~{~PthJnnl~ircurustailee~. to· nll-lnrentfons, ~e,"etor)(>(1.ut',Go-\"ernm~nt

('sporys.e" ,','.' '-".. . .. .,,' >' .', .•..... ", '.
~:'.Trt()r ,to:,:n .9o~:,ernJJ\,~llt .. n~'J:1ty .. wnlvt n~, t.hf"Go\"~r~'Il,I{',nt:'!'t''::flghts. to::.a,ny

pateirt,th(loAt;,O'rnE.''y'. G~perrrl,:i-ilH~u.ld: IH~ r.t'ltlllrf'd tnD1rtke~,n.. wrJ~t~.~ •..·dN('r1U,ina,·
t'i9fi'thn ttJH",\\~nIvpr, is,t~lllireri;-tool,tninl~rrOr1Bftn('e()t,~ork'i'~:;;enrifll't9'J~fl

zJJl~~lon,:fJ~'~t~e. .n'~"',fi~ytmd .... t-ha-t .grnntln:; the wnh:pr will· nut ,nd\"er~e]S.&,trt'('f,

c.·um,l~titlon()r:,gm'nn'l)W~in~~!;i.,,:..... ."
3.:A)Ji-,~~:~ntors,~ho'ull.}.:lWireqlttrM·tncprtlfY (m lllf;'"Ir'Pflt~'fltilppU<,ationgthn:t

the J n\~('niIQ,Il ,~JlS,dt'Te~oped' undE"r ll(}()Y~rnm{>nt(,Orl~rnct, llnd,d tJ1yrf'wrt<y,;, or
,t fln t,th(',"I'ny~ntjon,''\'ns:not~:e\,pJgped'under Gm·f.lrnul'p:r. tcnntrnetR.CThllinnJ J")(',U.

BJtlt·,~ !ih,()lli9:,'be,pro\'ided for "indh~j(J.l1ni:ior L""Ontr,~(.tors,who mE.', llsthelr' own,
patt,>nts t-lill+.Jla:ve bN'n d,evel0pednt G{)~,ernm('nte~l~u~e., ',' " ' ' -

1Yo now hV,l'o It U1:iwrsit~, pnnel of DI', Frederi"k X. Andrews, "i""
president. for I"(>senr"h, Purdue lJni\'ersiiy: Hownr,1 'V. Bremer. "'i,,·
"oosin Alumni Hes(>ar"h Fonnd'ltion. alHI president, Soei"ty of Cni·
",>rsity Patent A,lministrntors,: an,1 Xeils Hcimers, mnnag-er of teeh­
nology jh:l'llsinl-". at Stanford Hnh·ersity. nnd I,rcsid,>nt of the
I ..iCt·HsinJ{"Jf~x·:~~cutin':5 ,~oei('ty~, " " ","","",' ,',', ,:",,'

VI'. Andrews, I 11111 goini to fisk you to go first- for tjm~e rl'nsons,
Om', I understnll<l you ha\'l' n plnuo, to eaft'h, '

'r-wo, this will be the Illost lIJ pi1Il1 >l't ienlly fe:'sihl" thing-to <10.
An'H}('rli,lps' most in\po~'fnlltl)' of nil, b,-cnuse )'()U nrc from Purduo

EnJ\'eJ'liity. fLnught~r.r ' ,
'I;.lldlltj</ll)' itorlllni prejudice \yit!1 nlll'Csl>l'ct to the other gl:·ntlenllill.

".'-i·" "": '.' '-, ',"'".' " ','" ':'" ',-:-- " """", --', :", ,: ".,"" ' '.',.' ,,' ':,' ' ..... ','., '::, .' ,','"", :"'.
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, ·lJmVERSITY, STANFORD, CALIF.

,:'~j;. AXDREWS. Thank you very much, Mr. Chainnan, and nwmhers
.",' , of dl(l Senate Judiciary Committee. I ain I' ~'e<l All~re\Vs, \'icll presi­

dent for i1:5Nlrch at Purdue University and vice president and geMml
mail&g~Yofthel'ilrt!ull1'{eseA.rckFQlmuation. , ,',' , .
,'liltnr<;spo~~ibh~ /0:: the gene:,i\l supervision o~ sp<>nsored re~e:ITC~,
at the Ulll\·~rSlty. Durmg the Hh,8 fisenl year, thiS, mvoln'd approxl­

, ,', mately 1,500 sepnraro research projects which received solne Federal
"1"\',sup!>Oit. '" , , . ,'.
,'(, " ,XOW, ha~ing IINii'd AdmiraiRrcko\·er asking for some people who
',' h~vepractical experience, iJiul while 1 hdd not intended toindude

" thi,s as l)aYt of m~~ (estiht?riy, I must sa):' thnt.l am an inventor myself;
J hllse'throe patents winch nrc of varulblc lnlportance,accordmg to
Admjral llickover's method of analysis or evaluation~' '
, Butpne oftlie~patents is used worldwide in nnimal prod\lction f,or

stimulatingthegrowtbof animals. I have personal1y workedon t~il,t

de\'CJ~j>numtfoY'vearly 20 years to hring to ,that s!tt{e 0,£ wOI;Ts!wlilo
1lse.It takes a great deal of effort be~ause no m¥entlon wtll sell'lf"elf'
It is extreiliely rare for an invention to be so self·evidentially appli­
cable that the genera,l public would be able to use it without fUl'the,r
dewlojnllent., " , ,

.Continued input on the pax: of the iliwnt?r to I!ltin:n:itcly brinit a
dl~eo\'ery to use'. Xow, I mentJoned that my Invention IS used world­
wido for animals. This slime material which llchmlly in\'oh'es two
compounds wltjeh we deri\'ed from molds which WOW on corn-and
which, Mr, S<'natol', we hnn, a great deal· of in Indiana-this same
matcrial could be uscd ir. the treatment of certain hl)rmone deficiencies

, In women.
Xow because of the yarious Fl'deraJ reg'ulat.ions which tire required

for testing to hrini;r any such compound to u~e in the l'affi of hnman
medicine, and including the re'luirl'lllent that the material he tl'~ted for
10 ~'el!rs on lllonkey<;, and when we i-calizc That the life of a plltent is
onI,\' 17 ,\'e:lrs, there nrc m:lny .liflicll1ties in bringing uny in\'Cntions to
practical 11:-(>. 1 might ~:lY that ,Iilliculties in. hum:ln medicine are
/!l'cater th:ln in UII inanimate ohject like a submarine which Admiral
,Hicko\'el' has consi,lel'lll.le experience with.

Xo\\,', if J lIlay return to my prepal'ed statement. Haying ~\'en

~onm crNIl'lllials for practical eXlwriellCe of a period of time, J am
I';f"(, to teslify in support of :" -iH I",cause ~ beli~'\'e that it is one ~i~­
mficfiht ~t,,1' that, can he taken to help 1lI11\'el'Slty research uncham
t hi,crl'afl':e ghilltthalis America., , ' '

Dnl'ing Ill." ~arcer :It l',i'rdue Ullh'l'rsily 1 haye seen our country,
nll)vcfromA po~ition in tl,e world of unquestioned technical super-
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f~ift~l~«£{~:J
. tmuC' to form tl.le n:is~ upon which oUl'curr"'rit technology flourislwS.

lTiii,'ersities do not. Ilave as their primary mission theob)edive of
nl!lJ~illg patentable inventions and ihl·ir eornmereial development.
H~\\;\)Jer, ,\ritl.1 hli,!dreds o.f sepatli.tci l'..search rl'ojccts, .~h<; majo~ity .
.f),f;2v~hch recCH'c Fedeml support 1n whole or III part, It IS obnons
fllat some im!,ortant :disco,'eries will be made which ha"e im'!lediato

'*':;::) lise and 8ho~lld be, prpteete~ by patents.. . .' .:_ ,
:E'., I ap;ree with Admll"lll Hlcko"er fully thnt not all lll,'entlons are, or
...~.:. ,discoveries wlikh are patcntahle; nre'useful. SOllie are far bcy<mo the! I'

1~\ti' time and tlltilillitel.v 111aY lmve use; and some are inten·stinp; ob­
.- .,:',:., !'t'!·,-at·ions on the stMe of lIIa!tt'r,or the 'bi"lo,!!l"al process"s, and will
'" ::A.;' Jjrobably remain no more than curios.i';ies. nut somt' o.f thest' arc ex-
. , 'i····..!'rcmely important am! at our o\..-n tljjih'r~iiy It'wl, for example, wo

. ··.,,"~ed out as maily as we crin of thosc disco,'erie,; which arc patentable
~llit appear.to han' litiIt'!ikelihoodof COllllllercillHzation and wc do
mdccd not m\"t'st 0\I!"1II011t',-tO tuke oui patents on t!wm, .

Xo\\'; the one thinl! ,..-hi,:h Iwoilld likc to makeGIN!r is that it is
verv, "CIT ""Mom at the 1-ll1i"H'sitv le,'c1 wherc we lise onl\" Fedeml
flll;ds for it pai-tiel11,ir','",eai'l'h pi-ojl'ct.'Wc haw ~("'('rfil ;IS))('cts to
the fundin~. \Ye eOnlllll1lj!l,. thl' ,stat,e flln,ls Of Indinna. thl' Fl"]crnl
flllllls, sOllll,times those from private gifts and othl'r sourccs. Im:,cll-
.lions ma~' haw a val'iety of sponsorships. ,

To say that hecausc' tilt' Fe<!'t'ml O'l\'ernmeut made a'snlnll contri­
l'ution t,o nil in"elltion that it ,hollltl hli\'e the ('ntire ri~l.ts-I ,Ion't
think that that is wholly logi'~nl..

Senator B.'VII, Excuse me, DOI,tor, is th('re a rnle of thllmh-and I
!:now that it would ditT"r willl'1~' ,lepending lIpon what the prodnct or
th" I'('search project \\"Us at' PUI',llIe or with other uni"cr;;itil" thnt vou
arc familiar with, a ~eneral hreakdown hetween Fedeml and State
money? I know we al"o ha"e thc Pun;uc Alumni Association. the .\I!
.\Jlllnni A"soeiation. all >orb of other on!anizations that coultl pln..- a
role in the ,!e"c!opment of n 1'1'0[', part'iculnrl.r the Ag Alumni A,;­
>o,'iation.

Or, .\:'Ilm:ws..\h~olu(('ly. In the Ag e"perililent station, actuall~-,
where there '1I't' 1T;!"lnr State nppropl'iati<iIT~ for work of this, sort,
we makc some ,1i"'o"OI'ies which are fllnded cntirelv on' State funds
lUlll Tthink all mulit woul.l ,how this to he the case. •

0,', we might: as ~'ou know, /tct "(llltrihutions, inclu,lin:r those from
the Ag Alumni ;';,,1,,1 ,b,oeintion. The,- mnke, regular contrihutions to
th" ",,'perinwnlal still iOll to 'ponsor its hl"Oad work.

S"nalor H,n:H. Js then' any way to jlid/t" I!enerally what percentage
'If the reBean'h dollars lind .list'o,·er,ies I'ome from the Fc,ieral Go"ern-
1Il1·'·lt, or is t liftt Ion g"nera11 . .

PI', ,\ X Hm:w";. I gUl'SS I ,\'onl,l h,!\"(' tn sa~' for the lIni,'ersit.', liS a
whole inchuliilg hiolo/t,}'. pharmacy. ,'he'lli,tr)'. lllul so on that thl'
hulk rl'ceh'e some }<'edl'm) support. Those l.aOO-ph!s projects that I
\I1l~l1t iO\le\ln!'" ntl"S Ihnt I--'"t 801m' FNhm!ll'upport, ..

~Il\\~, T ('lIn't :ri..-t' YOil th" ~iJet'iti<';; whit-h mi,!!ht be wholly in the
_\;!i'i(',nll1\re E"l'''l"inlNltnl Station, bllt th,it ,,'ould l'l"ohabl)' run 1.0
~ctl'ral hllti~lreilllt most.
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Hh' ,

"'litei~'13,~1\YI:''iVell~ thiitis i41i~~tion tlillftwould tfuagine'woufd
?llle tlioligbtlirid preparatiml. nYQu could ' aH14ree of yot! gen­
'"sinee yoil ilre all relatl!d to theunivei-i>ity system give me some
'll):c'pe'reentn,ges of J.'ederal inOll(!y ve:sus State, prh-ale, or other

,/iffietliods Of filnding research forsom~ specific products, that could he
"rll~lp~lJot!iis commiftee, ~;'1 other words, if pr?duet x lias 2,5 I?ereent
"'~"1' c,itf;\t~1l0 percent :'itatej:2:J percent Ag Alm,Ill1 Seed AsSociatIOn, we

woiiMFFketo 1mow that. ,,' ,
,+,~, '1\£1'. Bia~[ER. 'We have done that iIi a number of cases at 'Visconsin,

it;~llhd v~r;y.often we fi~d the contri,butccl dollars cab1latcd o~ the basis
, "',,;pf faCIlitIes and eqlllpment promled plus State pMd'salanes for the

,,,,,:,princ;pal im'cstigiliub; and pel'haps others is abnut50perccnt. '
":i" Senntor: IhYIl. 'Fifty percCllt Federal atld '50 percent otherwise1

,':::c;",.~[r. HillmER. Yes.
,:'~'::;Bl!hUtor BA'l'H. Thank YOll.

Y\pr. AkDnE\vS, To qllote Senators fiayh and Dole, "a wealth of sci~
i)ilt:iJktlllent and work at AlllCrican uni\'el'5ities and collef'es is the
blisi~ !6r the development of nUl~le~iHls ~nnovfttions in ,cleilce and
lllecl!eme eac!r. yell1', but mnch of It IS gOIng' to wnsle liS a result, of
uureallctatie redtape anel illogical Government regulations.

"These regulations which cover r)rOC'edllres governing' the issuance
,of patents for inventol'S rl'sultini from Gov£mment-finunced,resenrch
by Imivfrl'5ities nnd:small busincRS!'s and has kept new and potentially
beiiefkia:l ideas from being marketed,", '

In many cases ",hen we g'0 to possihle corporate sponsors, whcther
lm'ge or sinall, one of the first,ques'tions they ask is "fs,the Ff.'deral
Government involn'd in this?" And ill som" dISCS if we ean't give them
clear m'idence, as J'ou recall in the case of some of the i~vcntions in­
volving alcohol pl'Oduction. lmthing happeus, There is 'considerahle
('osl and risk "associated with development necessary to bring an illea
to practice, if possihle spon'Ol'5 think the rights ,ire g{)ing to he tied
~IP or that they won't get clear title, they show a complete lack of
mterest. '

Upon examination of the regulations of all Federal resca,ch and
fund" grnnting a!!pnri('s~ uncI iJ:l 'OtlTwQrkyrith:fhese. agery9ie$ i.n~·,e('ent
~-elll'S, we have found that. first, thel'e are n great mauy different
]Iolieies respecting t~ehnology transfer eoming out of the fund grant­
ing uJ!encies.

And, second. many Rg<>neies statutes and I'Cgulations make it clcar­
l~- impossible for federally funded researeh results to be licensed by
1he pd"ute sector of our ('COnom)',ou any kind of basis acceptubiI' to
iridustrv.

.\s a'I,'sult, we pcrceiw a need {or..a uniform polic~' respecting
lin-nsing of new t~chnology by university research and private in-
dl.!stry. ,
,","'i>. also percei\'e a need for any sueh policy tf> meet the cOlnmercial
realities of t:le marketplace whieh seem to he thnt in nil hut exeeptional
e:lf;l'S exclusi,'e licenses nrc required bv inclustrinrsponsors befort- they
wilhlllclertake the lll1~ expenditul'cs'neNled to mO\'e fedcrall~' fund'Cd"
work done at. t,he uniwl'Sities from the dra",inp: board into the com­
merdaT' marketplac'c whieh only"'then ben,elits the" consumer an the
tlIH>a)'el' as Ii wheile.
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~~~tat~r"',BIR'ci:I.':ri~y:rt, " , ",
. J~H88~1,l,l~cnatc':qf]icc lJtlildfng~
u.s. Senale. lVaalli"ulan. D.O, .

DEAR BIRerf: I was pleased to be a,ke<l to .testify in support, or your bill ,,0.
We<lrieScla,y~Yo~l,hnv~ Qeen~:C9Il~1~tentrii"J,d'effec:tiv,e::8ti()p()rt~r.()fth~Uni~ersi"
tiesint,hismat~er.'nnd:~e,nr~~·e-o/;up;prec:iativ,e.:... '" "',',':,', ";::. ' "',;,':, ,,_

I' cOl]l~l'.not" t~'frnill·froIl1' resj>Ori(l'iD'~' to:,som~o~,tb ~:r~IPnXk~p(~.'\d~J:ri,l:!_,~J~lE~:
()v~r.He' i~:n. r::nmrkuble 'IIuln~nnd,Without, bl~ deterinin~~~9fl:~~ woulcl ~()f}ill'Y~
d,evE:l~PM the nu.cI(':ir SUQinarifle n t thnt 'parti(:uI~:J·'tiil1;e~,~o~~ve~•. t.h~.i14tillra 1
!ias,v,erystrong, opinions., and, hl 'the c~se{)f.'~e<1et{ltrigl1.t~,to,nn"i'fl:V~Dtio_ns
JDndell.~heZ:fF'eu.eralful1dss.r~ 'lnYolved, I belie,"~ hiIll to be w~oIlg.'Ye all ,kD.OW'
that .ma-~ypatent~.. inventions willneyet ..~ome to', use,J~roner:easonoI"an0th~r.
SQDle,,~re Ilo.n:~l.huttriylal; some are ur.econQIIli{!;,~Ille8.'reInn()Y:Rth"'c bllt ~p­
~ntnond~anceo,tt~estate ()f the n,rt ; ,somE> :-tre'.ll;heado( theb:tizrte.etc~.etc,.

1l\ltlca-lln9t accept tbe fatt that the 20.000--S0,0()0 unli~en~ ,pRtentsheN'.b~ "the
.Go\"ernnH>ut,l1::re. al1()fno\'nl1Je,FMlure ,to Im.;ve aele,~r:.positioriorQwnel'shi[)
discourtrge-~"prh~lltehusinessfroUl·(.loing· the developrileiftnecessary·to b,ring I)lost
ill.,·t>ntl<)ll!;:t-o,tl.lcpointof practical ~fle.

~:vo\Vn~~,·e~tio.n,:wllIcll·is,n 'hormoneiIilpla~tV1hiCh~tJID:ulntesthegrowfllof
cntUeut~d shee~1 wnsdeveloped[lild marketed, b:v.t:l1eqorilm~~ial$olYentsCor~
porati;ou. ?t T~"rr~ 1.:~nl1te. and isuowO'ivne<! byI~t~rnatt~;IlIl~:Mi#~rnts, ~t 'is sold
under. tht} narne·.Rn-.Igro~"find' is ·har;lM·"on·n·'"hornl()narS1J~stltnce.wbichW~lspl.ilted
from m.~:ld~groWi'ng()n('orn."Its ebemIcnllUltne is,Zear8;1e'f1~ne~iu(}ici};ttng-" J.t,s
o.ri~lnfrom corll. i: \"orked with tbemf()I" nellrll·10,f~nrs.,ge~ttngi,tto the pOint
Vt;fjer,e Jte<)uJd',lre nf)pli('d.'l'heuillverstty ~ets t~·o--thirdE,>of nUthe rosalty m()I1ey.

J.. ~'~nt, t(),endors~tlu~· stateUl~[lts of"~lo,,'n,rd .. ,,".. Bremer, ()f, lbe·Wisco,nsin
:A::'~u91tlinesenrch·rO,\lndath>D~lIei.soutstnudin~RrqoIlg un-i'rersity patept coup·
liel•. ond bl~bly re'1>ecte<l. . .
. ",l".kn,Qw. tb8'~ :y()ti' bnd: Inteudedtot,l$kour pfln~la 'nuQlber .otquestio~ls which
time did not permit. : , . '

~. Unh'e",lties ore ho\'log 0 ...ery hord time keeping up with Federol regulo­
tions or ull tyPl'~. The coatuslng patellt policies or the se\'erol ogencles ore just
~:~,~,~~,~{i.l]li)le.,of,the" ,frustrotlons, we".linve~ Al~o.;the,!*)':r~gtllatl?I;t.s:hal"e'.cau~.u~
J~·i,Jr:l~:~~~~.'our own'":itn:Ito~r~g-ullitors:,and,this,. ~aw:itle~ ,th.,e-::proble:m" of

. 'yUfl'1llic'i'pcy. "

~y wttyofekample,linydiswvery of attrogwhi'ch ini!#. ha'Ve ap,.
,plii:'ahility in .hlliullll rqedicine wiII uItim9:tl1ly coSl) $10 million to $2~

, 1,r;Ini~lion bysoiilebOu.y hI bt'ihg it to practical use.' " .... , .
',:,.c" .1 think also of some de\·ices 01' som(\' systems in engineering whleh·
.•. ~if,re ~~te!ltable "'.biel.' elm, be tried out in a very s!)1all scale in the ~ab.
'1~!!jm<l:,,,!.scaleapphcatlOns do not tell you how the process w,lI work in a
.\1 la,{;!;..g'iilJna~e.The init~al cost of finding Qut whether a di~~very in.

, ,llw,~Jilhliigy IS ~yorth\Vlule may be $3, $4, $5, or even $8 mUllon and
,,' ./~~ll(ler those conditions without some guaranteed protection, sponsors
~'\iertainlyai'enot goiJ.1g. to go 'Tith th~ license..' .
{i~'. II!' summary, we tlunk that Senate lHlI 4H well accomplIsh these.ob,
'j,j}~lectlvcS and that the con.suJ11crs and taxpayers of Amerii:a will be the
"''''''Itimate beneficiaries of this bill. ' ..

. rI"1 .. 'an Vyou, sir.· . . .
mato; BAYIl. 'Veil, thank you nry much, Dr. Andrews. I know
have to, leave, feel free to leave if you must, but you are welcome
.yas long as you ca,n. . .

~.:, .A~Dm:wS. I can be here until after lunch.
. Simator'BAYIl:; Limch1 [Laughter.] .r:A letter froIn 1\11'. Andrews to Senator Bayh follows:] .

, '. ..i.i.""',':' _,', J!lf~~E:·:':Ui~T~EJiT't:t.
-OFFICE OF:TU~;.ylCE _-~E~~D¢~':~$':r~E;$f;~~:*:_A~Jj_, ,. "

, D~:ri:i9F';',1-,~~;:<:;'.~~{1J.T.E:~:C:tiO()t"."
Weat Lafauette, Ind;;June,8, 1'919:",
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i-o.peetlve lIc~ni;er; asks il: ;heFii<ie'ta; GO;l!1'1lmerlt ~lli gir~ ~~Jli& "
) 'patentilble fnveritl?Us. ~tefanu~e to be abl~ to make' a c1earc0'1'­
.,scare some !lotentJa! lic"nsees at the very start. This Is often trtje

,:, ',<if 'silil\f! busfness. The large co,,>orations are w!)llng to help tIS fight through it
";~':':;(J~¢)\}:fii\1;k"~?':,.iIl~.~~tron ,h!l,~ .. ,u' !}i,g,pf-tte.htia:L'.,F~~rJ,ll.iI1~y()~y¢m~tit:,,}~\~'tYJ).~~:$~ip

'R~Q!>ftbty diSCOUrages developme11t o~ u:",ful hut not outstandIng dlsc,overies." ,
\'",j;·;T:~:,Mt,'o~:::!~tt~!9~.~~·.hliv:~ ,'b~~,·.Vl'. t'lI,HH~f), re~~~.~t,o/J?f~-.:a~l~:',,'~~l~,~\:Wli~~~_~re

;f;.~:fi(r-~:.a~;v:r4~I~Ys:;~n,:g~.Hln~'Jrp·4;'~1~"i~:~~e: 911> ,trr1:~g.~:;,c~:etI)'i~~J:~'~fl,4,·hi~lt1j::~~vi~~,
f than:I""ot goOd ideas are never developed. The dectlnbg number <>f new drug
4 'lIlt,Mri:, !Ins.!. c1ear'evldenceof this. H there are addit!o",a! <lelays beyond FDA

r:e<l.irre', 'liti;" this Is a: serlhus.!mpediment to licensing. "
,A,.,..4:'Tli'ii,Wsi';nge of S. 4:14 ,wiiI give us a uniform 'policy, and w~ 'and possible

·.~~iJ~Y~~(J~i~::",.Ur'kp(lVl,.:w.l~e~e:.~~" ~'taild.. r..d'~,:.:.l:'f{f:~.''t\·:ith:,·'~\~~kel·';~T?~~~?9:,~Il~
'i;W);;,"l3ir~nt~r:-tlra!'t~e)hY.f:!ar,JlD11tn:tiorl:'{m·e;ct~ls1r,e.h~~~~',Jll;l:Y;"~(f,·.,~()()rgstr1Ct.lv~•
.:~~Jtlfb¢r~,J,8_~;~;roy~sioI1' f~'r'~', ~ii~:b.t--cJ[~ec()p'£;~'~,~*l:lt.i().Ii~f~ndiY~~Wd;j-ri~~t1tl,on$
:;'~sth~::>L,5~',W~' c:n:npot~m,ph~~i'ze .~,Il.'q~ig-h,;th~,iIn,portahC~., of' t:b,~.inV'~p't?rt(i:'·retnniIlln:
i~;;;Y~;~1l~f?da.s· .t~e"ipyelltJpn' ~:s, q~velo~ p.nd ~:'f,rk:~t~;AIDl:Q~t:~,()-,,1Iiye~,t,iorl: is:,¢~n:t~
":~:,~~i\l pte: __a~:tb .~.'. ~ ~Il1~ ,0 ('.nat,en t~l1 'g;,~'I'~e .praetIcal·.Qt"()91em. i~' ,tg,:D)~r~~"t-b·~.,i~",~ntioIl

". In'lb'; complicated world beyond the laborr.tory, Unless Industry bad co­
Wct>1)esq;u~e..().f ,th~.·. "~otl<l ""aF.:11 ..c~!s!s,:pehlcill~jl. 'Y0uld.·rro})nhlt:.hn.\~~:· t',~
'~:.'~xi~~~"~19~d;:,,II()~·~'y~r,Jl:s .1 lil~rti-.9~~d .•'::~~~·.disc()Y,er;V"'()~',~T1{~ililn. {)J1~B~.d.'
~~:'W8:~:J()i~.- A'1n~YQt~('r.l:ltltil~l,o~ISs,ltrld't~~:, cr~a~io~.'Of:',nn.·'en~i,t;~l~.I;le.~'_: ~n~

,lji;;trY, TIIis was especially ImpOrtant in Indiana because Lilly. rfiz~r. and Com·
,merciaI Solveilts'ar~all important producers of products by fermeiltatlon.

Tll.liJiks for YOUr !land·written nole about my t~timony, I cbliekle<\ about It
,~ all t1u, way hom~. ' ,

, Sincerely, ' ,,'
" " " ' F. N. AN'DnEw's. ,

" , ' , ", Vice PreBident for Rcsearch, (ma Dca... ,

SeilatQrBAYH: l\I'r. Bremer, please go ahead with your stateme~t.
)I'r. BRE~!ER. Thank you very much, Mr. Chairman. It is a pleaSure

for me to 00 here today and to talk in support of the UniV'ersity and
Small Business PatentProcedur~sAct.

BefOl:e I.begin my p.repn,r~d statement, I feel compelled to qualify
myself m VIew of AdmIral Hickover's comments, and also to pomt out
that Dr. Ancker-Johnson, wha is a patent holder and also has worked
in industry and in scientific laboratories, is eminently qualified to speak
to this legislation. , '

I have ooen patent counsel for the 'Wisconsin Alumni Research
Foundation for almost 20 years and have been engaged in the transfer
of technology from that university, the University of Wisconsin, into
industry for that period of time,.
, I have seen technology transfer fail miserably when the title to
inwntions resided to the Government, and I have seen it work ~au.

tifully, utilizin~ the incentives afforded "by our patent system, when
title resided in the univerSity. '

The general tenor of my remarks will be to that end here today and
will emphasize that e,,"perience. •

At'the outset, I would like to state that lfilmly believe that inherent
in the introduction of this legislation and in its politically broad and
numerically large cosponsorship is a recognition of the close link
between technological progress and overall economic outlook; the
recoWlition that the' climate for innovation can and does affect the
pubh¢ personally; the recognition that it is niore importlmt to focus

.upon the oonefit which would accrue to the public as a. whole from
tc<:nnology tt:lUlsfer mther than upon the fear that some few would
proft from such transfer; the recognition of the necessity fur stimuli

, ',. ',"" ,,', ' -- ' ,,", ,,,' " , ,,', ',,'" "

~"'"f\-"'----'~- ~":"-;--:'-, .'''.''''~'"',
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•il1v-eijEv-o •activity, ~ndihnQytit~n; .1lIld the,re~gnit}0!t tba~ ~~r
,nt sys.~m provld.e~ such ~tlIf!uh tnrOiI/?h th.elI~c;cntlves.whlcli It

_" ~rs for the conversIOn of SCIentific khowledgc mto productron 'bene­
:'·fiting hitihtln wel£li~ . , , . . .",. '.
",,' Such recognition has been slow in corning. At the heart of the {)'roL­
'Iimi lilis been the absenceo£ a single or overriding patent policy which

,,:~dd~JI~4 itse;!f to jn~e'1tions made in whole or.in part thl'o!lgh thll
:~, exp~~~il.~e of some (,~n'crnment moneys and wll1~h was eognlzant of

.th~~iiiies ~f the partle~!lnd ~hencedsQf the publIc. . ' , ,
",;.::1701' mnny years tl~e'uhlversltysector has svughta ,Uniform Govern­

NiUlmt patent policy. There was general agreement within and without
''.,~~he Governmentthat the prima.ry objects of.such a policy shoul<.l be to:
(':~'; One, promote furtlmr private d~veiopmEmtand utilization of inven­
~lions made with Government funds;
<;'l;~b, insure that the Government's interest. in practicing im'entions
:,;f:o'\':govcrnmental purpose3 resulting from its snpport is protectNI:

''''tfTJlree, il,lsurc that. patent rights in such inventions are not uSl'd for
~l.!~~F,ant.!c?mpetitive orsuPljressi.v~jmrposes; , '. . ' ,
, "J.i!ljur, mrl1ImlZe the cost of adnllhlstermg patent polICies through
uriif6'rm principles; and , " ,
, 'Five, iitt.rnctthe best qualified contract(jrs~ , , "
, However; of all of,the considerations attendant upon the, e:"tab-

lishmeilt of a governmental patent policy only one eonsideraJion
should be paramount: in whose hands will the vestiture of priinar)'
rights to inventions serve to transfer tIl{) invcnth'e technology rr:o,;t
quickly to t.he public for its use and benefit1 .'

·What. is the situation that pertains when t.he Govemment. takes
ownership of a patent? It. is in a sense an anomaly. The patent ~ys­
tem was created, as an incentive to invent, develop and exploit new
technology-to promote science and useful arts for the public. bene­
fit. Wlwn the Government holds the patent under the ae~ris that. the
invent.ions of the patent should be freely available to a1l, much the
same as if the disclosure of the invention had been merely published,
the' patent s'\'stem cannot operate in the manner in which it was in­
tended. The lnentives inherent in the rig-ht to exclude, confcrred upon
the private owner of a patent, and whieh are the inducement to de­
vclopment efforts, are simply not availa])le.

With regard to Gowrnment. ownership of patents, an interesting bit
of history is presented by Marcus B. Finnegan:-"'ho, incidentallv.
died a short time ag<J of cancer-in a recent. article in which he rp­
ferred to the famous United States vs. Duoilier Conden.ser Corpora­
tion case in whi~h the Court inc.luded in its original opinion a para­
1!raph that questlOnefl the authol'lty of the Government to hold owner­
ship to a patent.. Subsequently, the Court on motion of the Solicitor
General ?tIu?k t~at 'para.wa.p!l from ~ts opinion and thereby gave,
,by neg-atIve. Impl.JCatlOn, Ju(lIelUl sanctIOn'.to the GO\'ernment's prac­
tice of takmg htles to patents. The stl'1cken paragraph reads as
follows:, . . . . . . ,
. "In these c~rcullista~ces !l0 public policy requires us to deprive the
mventor of .Ius exclUSiVe rl~hts as respects t~e general public and to
lodge them m It dead hat:d mcapable of turnmg the patent to aeCOUll."
forthebenefitofthepubhc." .' .
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rlli~ was ob,'iciuslv tiie dead hand to Wllich Admiral Riek6Yl'l'
r<,:rred, '. : • .... .' .' '. .' .' . ,
1'he experienCQ with licens!ng of GOyl'rnmel1t-owned pate~t.s, ~Ith
.~ Govel'llnlent in the main espou$lIl~ a non<'xduslve lIcenSing
:licy, has ir~eflltably.beenoneof nonuse. This has. already been

Jflitde abundantly clear In the record of S. 414, When !.Ifk to patents
,.:i~"'esfed in th.~ 'Goverriment, one can inJeed conclude that they am
:il:oal!e<1.'!~,a dead hand. incapable}>f turning the patent to account
fOl;·ttlll'beJ!.eiit. of t!lCpubhc." . . . .. . . .

""it'h the' fradlon of R. & D. pp,rformed III tlus country that IS
. rnment supported· nQw havin;; reached about two-thirds, it is
.apable that a Government patent policy that discourages in-.
nent in the ae\-~Iopineritof .the inventions made during that re­
dl would ha\'e a negative effect ou economic growth.

the e'\r1y ]!IGO's when I /irst hecanw im'oh'ed with the 1]1Iestions
il b~' Government funding- of research at universities, the De­
tent of Health, Education. and ".eHare' \vas fimctio.ling

..... illy as an 3g-ency havin~ a titll>-with-v.ni\·erpolicyeve&thou~·h a
riijrn~i' Of institutional patent agreements (IPA's) were outstanding.
11~ tha.tperiod \\;~ encountered. eireulllstanC<'s wh~re rel]uests for <leter­
nllnatlOns of wal\'Cr ami remmders of the running of statutory bars
against patenting \,"ould go unanswered until after the bar had .run..
Then. too, 011 tlle very few occasions where a waiver was granted, it
was so fraught with restriNh'e provisions that it presented an tin­
,,:orkable basis fol' transferring t~c.hnology.to indust!"Y' No c",;';'!ler­
cwl firm would accept the conditIOns whICh were Imposed by the

. witire~~"" ,,', ,'. ,::::"''''''';'_.:'::', " ,,' '", ,'."',,, ,'. '
The issuance of an IPA to fhe Tni\'Crsity of Wisconsin by the

DIIE1V, with the 1Visconsin Alumni Hesefirch Foundation as the
designee of the rni\'ersity under tlint agreement, simplified the han­
<lling: of inventions at the uninl'Sity. By gil-ing- the lIniversity the first
option of m..-nership of the im-ention, it prOl'ided the certainty ",hich
p"rmitted earlier pate'nt' actions to be taken and, therefore, earlier
contacts with indust!'v.

The argunwnt macie by the adl'ocates of the title-in-the-GOI-ernment
policy and the title-jn-the-contractor policy has gone on for some 30
years, as Admiral Ricko\'Cr pointed out. For most of those years tho
arglln1l'nt tended tv he rhetorical with nei.ther p.mponent having at
hand good and sufficient evidence in snpport of its position. Since
tIll' ad\'ent of the in3titutional patent agreements (lPA's), as between
various universit:es and the Department of Health, Education. and
1Velfare and the National Scipnce Foundation, where the universities
havp the first option to title to any invention made under such agree­
meIlts, there has heen mounting- cvidpnee that under the less reslrictive
policy of such agreenients, more and more technology is being elfec­
til·e.ly transferred from the university into public use.

On that point kt me relate to }'Oll our experience at the University
of1Visconsin. .

Prior to the elfecli"e date of the IP,\, December 1. 1968, no inven­
tiOli.s made lit thll Unil'ersity of 'Wisconsin with fund~ frolIl DHE1V
hnd been licensed to indust!'y-onc in\'.CI.ltion not falling under the
IPA "'as licensed after thilt datc. Since Dp""'uber 1, 1968, the iViseon-
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sjnAlumrii Research Fouildatioil lulsrcceived a total of 69 invention
<.1isclosuresti~lder the Tn~titutional Pattlnt Agreement, has filed 19
~vplications on 55 of those disclosures and has had 55 U.S. patents
Issued. . . "

, A totn.l of 20 licenses were issued uil(l~r one or more of these patents
" and patent applcations, 14 of which are still extant.

,.Senator BAYH. 'What was happening to those? You just didn't
sti>~.stoneand iden,s sudClenlycame out of it.
·!;l\"i,BnE~lER. WI:en the qO\,(;1'I1mcnt took title, ,nothing ~as hap­
penmg. They went mto pubhcatlplls and they went lllto the lIterature,
and that was the end of it, .

Senator BAYH. Then it was [wailable to the public generally in pub·
lications as Admiral Ri<\kover \\'as saying. '

. ' }Ir. BitE)1ER. That is right.
....::~ . Senator BAYH. But nOl'e were being pursued.,. :*:> . }Ir. BRE,mR. K01'( '.,·as being pursued. They were available to the
,"::, p\\blic gcnerally ~l.ough. .

Senr.tor B; ,IT. Excuse me. I apologize for interl'\lpting.
'~rr; BRF.;iEii:'T£iitt'" lin ril'ht. . .' ," ,"
Senat..>r BAyn. But to filllsh that though, you know thc idea of some­

thin~ being available to the public generally, if it involves Federal
rc":Ollrch, I find pl~ilosophieal1y very appealing. .

Mr. BnE1>1Ell;Oh, it is, no questiO!1 about it. . .
Senator BAY.U. Th" q\iestion is who benefits from it? If thepnblic

has paid for it,it i" in the public we~l, ~\it if the public. isn:t .gettit:g
the Idea developeJ. ~v t.hey can use It, It seems to me like It s a bIg
zero insofar as her,efits are concerned.

Mr. BRE1>IF.t.· e is a tero, yes, as far as we are conc~rned in the'
United Stat.esj but it is not a zero as far as the foreign competition is
coneernetl.

g~;'dror BAYH. That is an excellent point. They can just pick it up.
Mr. BRE)mR. Yes, pick it up and use it. Bec3use of the relationship

between the governmcnts'of many countries'and -their industries, the~'

are in a much better position to utilize the technology of that dis­
closure, translate it into a marketn.ble product and import it into this
country to compete with our own industry. That has happened on
many, many occasions.

Senator BATII. Excuse me for intcrntptin~.
Mr. BnE'lER. Under the 1-1 license agreements still extant, four new

products have been marketcd with the stronlr promise'of yet other
products to be introduced after 'sigl,ificant development work by
licensees has been completed. Three of thc products now in the mar­
ket show significant promise for alleYiatinlr human suJTerinlr, and of
becoming available for such purposes to a wide segment of the public.

AIso, and importantly, numbers of foreign patents have been ob­
tained on some of those im'entions and promise to return royalties
through licensing which will aid in a11C\'iating mil' balance of pay­
ments deficit.
, Incidentally, in relation to this point. we ha,e a current situation

in the licensing of the patcnts of Dr. DeLllc,t and his assoeiatcs re­
lating to vitamin D derivatives. DeLllca fl'stified before VOll on the
'illth of ;'\rJ\,v~\\'hcr~ 80 pcrfent of thc'gross income generated under
the licenses hMbeen from foreign sources,
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_ Ila broader base, since. 1960, when DHEW began hsing a less
strictive patent policy, until the fall of 19.74; DHEW estimated

.. ,at the rights to 329 inventions made in perforinance of DI-IEW
£unded research were being managed by institutions. During that
perjod these organizations had nei!otiated 44 nonexclusive and 78
ej~lusivc licenses under patent applications or patents on the 329 in­

';lt~;;tid.ri~, By the e,!d <?f fiscal y.ear 1976 the n.umbcr of inv~ntions
'l\eldJl:'y,iI.l!!J. org:amzatlOns had, mcreased .to 517. DIIE~V estimated
tlmt'tlte rl'8k capItal generated under the lrcenses on varIOUS of these

inventions was approximately $150 million.' .
'his e1Cpcrience strongly supports the general proposition that
less restrictive the patent policy the greater is the transfer of

mology. And it is significant in this regard that the major thrust
;he ~PA and of S. 414 is the same, namely, that the contractor has
. option to title to any invention made linder the contract. .More­

;ih both situations the Government and the paLEc is adequately
_ .' ".~ct~d. through approp~iate "ma~ch-in" 'provi3!oris~ .. ,." . .'

.. lsU:jJnllt, and firmly beheve, that thejiolrcy set forti. by S~ 414 IS
wholly in the public.inte~c~t. Such belief is based UpOil: One, the Pl\st
rec.drds of many umversltIeS as successful agents for the transfer of
technology. . . . .

Two, the willingr.ess, as taui.\'ht bv experience, of the privatebusi­
ness sectdr to deal equitably and in good faith with universities in such
techilOlogy transfer ·endeavor. ."

Three. the /!ood experience whiel,. has bee'l enjoyed by the universities
in the integrity of the technology transfer industrial "pal1:ner."

Four, the improving attitude of wmmercial organizations toward
research at a university where a less restrictive patent policy controls
as evidenced by inereasin/! numbers of instances where compa'nies'have
mad ~ contributions, in cash 01' in-kind to Government funded research
pro;ects wherp only the prospective ril!hts to inventions, yet unmade,
i~ un-olved-the certainty that the .universities will have first option
'0 tit!;, to such invention apparently being t~ prime motivation.

Five, the unwillir.gness, based upon experience, of fhe private busi­
ness sector to become a licensee of the Government.

And, six, to the lack of successful technology transfer as represented
by Government-owned patents to the private sector.

•. endel' the accepted definition of an lmderdeveloped country which
is one that exports raw materials to maintain its balance of payments,
while it imports finished I!oods to maint-'lin its standard of living we
:Ire now an lindel'llPyploped nation. 'Ve are pxporting our cotton, tim­
her, grain, coal and other raw materials in order to pay for eameras,
TV sets, radios, tools. and a host of other finished products.

We cannot afford to fnrther weaken our economie position by
weakening' our patent system or the ability to extend exclusiYe rights
to intellectual property-rights which are afforded under our
Con~titution.

Tlw fact that the nnmh<'r of patents granted to citizens of the United
States has fallen oli significantly has alreadv bepn made a part of this
rpcor,1. The statistics al~o indi"ate fewer bill: inyentions-the rate of
nel\' drug introduct ions to'lay is about one-fourth the' rate of 15 or 20
years rigo, .nd it tahs longer to.put them in the marketplace. In the
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It tRn~rfl'ntpl~n!'llJ'fl'form,f' to Rfl('fik tffilny in snpp()rt .or fheT"ni~{"~~ltynnif
Smtlnnn~i.~('~~Pntpnt :proc'Nlnr("-, Apt.. ~. 414.. ~fy .n>mnt:kH. ,arp ,rnn,dE-on. h~hnl.r
of nl~ lTnh'C-fsltYf'f Wj,~("on~in; one-, or the tnrpmost r('_~{"nrd: nni:'V:ersi;tips:i,n f.hE'
wor!d.tllf",:'oVi~(-'(m$in .\hnnni ,~p~{"nr('hFmmc1ntion.; of which r hnTi' ~I('en pn,t('nt
('finnf'pl,fllnr<" .lnno.• ,-nnd .tllP· ~(ld('ty ~f UniY('rsity Patent··Acministr,ntors. or
whlr~!1 10m (,'~lrrpnUy th.ppr('~fd('nt;

The"~I~c:f)n~tn 'AhlmnIR('!'t(,fit'C',h 'Friunitntlon (WA~r) iR,a.:,ncmptnfH o~lta.,
'!lf7..a,!lon. ..in('ol1lorl\tNlln .1n::m..~dti('hfunC'tlons RR thejlHt(>'i";t~ld,mI'nl~trnti,,(lo,t1 rm
,n(--t1w l;nJ\"ersrty'()r'VI:-;Mn~in and Is the. de5i~1H'e.ortheuni~:(>r~nyt1nder:th~
J:hf.;tlt~ltIOJln.1 Pnt("i;f; A,'!t"pptnf'ntf-t' ,hf'tw(>!"'n thf' lmh'('r~itt':lndt~~ nep~rt.xnr.~t o!
lIell~ll:l. Edl1<,.ution.nnd \YeHnt'~ .ulldthe Xnti{lnalSdence l<~oundution.lneaC'h

",::.~

'chelTli}alfield it averages about 7 years from the laboratory
market; 15 years ago it took an average-of 2 years.

W'e as it nation are spending less on research, using fewH people, and
produCiilg fewer inventions; and f~wcr of the inventions we do pr?­
duce' reach the marketplace, and It takes them longer to reach It.

, ;':/ In today's technologically intensive atmosphere some protection for
'~. tlfc'heavy investment required in development is more than el'er neces-
i ,i;liIr'J,'Fhe lelld time given by exclusive knowledg J or pat~ntslsshorter

tj}aii"cver before. If that lead time disappears, through a further weak-
..,:,:'- ~J1ing of our patent system, or weakening d the ability to extend

J:i;;~( exclusive rights to intellectual property,it may become economically
riC;) sound to be second in the field. '
!i' There is already some eddence of that second-place philosophy in
'.:. the medically oriented and other fields today. Further erosion of the
'::~~, 'exclusive rights to intellectnal property afforded uncleI' th~ Const ilu-

':,'-X·,tion could lead to a second-place attitude thronghout mnch of the
. U,S. industry. The next step is willingness to be a sccond-place nation.

'.'We are in dire need of this legislation as a strong heg'inning to dis­
mantle the roadhlocks to innovation-roadhlocks bnilt npon a lack of
understandinp;. of the innm'ation process. the necessity for the pah'nt
system and for the functioning of the patent system in snch process.
political opportunism based npon outspok('nIJlltunsnpported~lajmsto
the guardianship of the puhlic interest and the self-protecth'ccaution
which attends highly bnreancratic government. .\

1Ve must realize that the innomtive processes that brinf!s revdlu­
tiona·ry chung;'s in society involve unpredictability, long gestation
pc,riods, huge sums of capital. genius. and extrnordinary perseverance,
on the part of free indi,-idnals and organizations.

'Ve cminot afford to continue to leave decisions on the disposition
of illl'ention rights to the discretion of Go,'ernment agencies. nor can
we alTorel to consioo.r legislation which. as a practical matter. will do so.

S. 414 SHves to functionalize a systcm. as representer]' by' the Tn­
stitutional Patent Agreement. wllich has been prm'en to he workahle.
find in my opinion. recol'llizes that innovation has become the pr,,-
ferred currency of foreil!Jl affairs. '

J thank you for this opportunity to express m:v views on this im­
port"pt legislation ano with your permission would also like to submit
nn "r1ditionaI paper for inclusion in the recorrl;'

Senator B.\YII. 'Ve would be f!lad to haye that. Thank you vel')'
tnllr:h. .

prr. Bremer's prepared statement and additional material fo11ow:]



\j ... 189

.'i' ~.~Rf'.to!nIIncomel. gl;e~, witbout restriction, to tbe University of ms­
Il;".rni_~()p:{j~e,:Jri,,$:(iPp~r.t ..o-t:i"es~nr~_J.J .•r:- ',':_,<:' ",-':', ..':'..:.i', .. :,:,":: - '.- ',' • ",: "', ..,'::',,,.;.

,: Tbe' Soclety·i>f Uliiversity Patent Administrators Is a professional ·• .,.,iety of' .
·:;::#)~t'\~i,~UlllS, -n"ftot·,Wt}'~lI1,-.lj,~vesoni_e\1"~sP9nsl-~nJ.t~ ,tor -adn)JnlHt~.rinK -jny~'~tl()n~
-.:~~Ht:--;~!,ent8·~.tor i~: c::(}~.ryect~_qil:witb·lwme,~:ni~~el·Si_tj~Itcl,lrrentJY:h~s:tPtjr,ri'~i~ .
'lil,_dt#Jt_:U5_;ih~mhers'repr.,~aen~'il1~-~oout 60.11nh:etsi tIcs.' ..3,nd~R:one; of hs i!laJb,r
:!uff.l1,dffl 'IHJr~es. ,Js:-¢n(!~r_l1eq>-~·i.~'~,,:the:¢~ll~fltloli -of. jfll h~d.~victlJal rne~!t~e..:f.,-_ i'C:~".:,

}fi"':tOY:Ule_::ft,~h,n~qu.es _fOr'·an,',a'c~I1lpJtsh.m~:, tlJc:,trn,ns.f~r-,.ot 'the., results':f)f ."lJn.lSlc '''1':~~>,

:'~i:i.e~,rcft\~.~l_lt~ed:'_llt, ple:tt_niver~l.ties' to' the" ma:rketphlcej .'pt1,mad1i. thr()?~h',utl~
'IIza·~!(li;ioJtI~l!Jl1ltent system. _

..-.ii:.:l'h<i criltset I "'ould like to'statl! tbat I firmly believe that inherent In the
:,t~\~t~dl,lC~i'.9ll''of this ,l~gi~Ja t ion:.~.rld-" in' its,.' :po'!,it iC'ill-JY- 'broatJ" Slf,l d, '11ull1e:dy~ll~.:l~ 'fr;eJ'
).~~p~l~n,~~"rBhiP'i$ ,'tll~~,N~CQ~l1i.ti'o'!l0.~:tJle,cl~,s~,'lmk'l~et'y,eetl, ,~~ljn9Jogi('nl".lJr~~:rf.l~.~'

':'.:{~~':p.,4 ,oV1?rnll, ,~()nolui~';(}utloo~ ; ,{he': :iec'i;lgnitioD" t~.p.tJbO _c'!I.~~t~; :for.)u.llp'"atlon,
'~:f~t1Jlt: ,an(1.doe~ ,~.'r~c,ttlieJll~,~lk, pe~~wnall'Y ;Jhe r~cpgnl,tlOIltllEltit ,i~ "more irl:l~

-,' ~ant to. focus.,UI)()n.-Uu:~;::beri~fit :tvbi-cbwoul~.,accrue to thep4hnp:l~tl','\'40Ie-
- teehI1010gy.tra-l1s~err.at.t~,~r, tbllD:upon '.thefe~~tlmta()Il1,eofewWHu~d'pro'f,it-

,SUCh·.·.tra~lsfc:r ;., .tl1e::'r~og:lJ tipn-.of' the'.n~essity. fOr'.,sti m~I1t,to'~in\·en.li,·e,
~,~ndfuJJ(~vation'r",a,n,l:ltJH,~ rec:og-nj,~lon,tbat ourp,at~·nt·~ys~e~ proYhlf'S'
i!I1 uli .. throug:h·. the.in~~n~lve~. -Wbf,el1;Jt ·..·OlI~rs .. to.r the iConver5ion·9fsdp.ll-­

-(I~:if~.~n.?~v-Jedge'~lIlo,IJr!1'(J'lIct;lon 'h~n.efIti,~)p'hllmar~· .'Wel[:nr~:7' . . . -, , ;' ,'" ,:
::',':(:,~,q:~l~A:t::~~l-~U()~'hot3"lHJelI slf)w :'.ill. co,mJJ),g-~ AJ t~e~ h,ell'rt,ot t-he.prohler,tl .ha,~
l>:~~~:t',lle:,'~p~,n~~pf,:a.:.aj.n~le,()r:ol'erriding-PQ.teIlt, pol,lc,,\yhich~,ddrNl"'('d' Htg1t
~() ,·iI)v:~nth:m~,lljtld~:i~-'Vbole',~~,:~'ri.par;·through ,the:e~·pen(lltur~of,s(~me GOVPPl":'
'r1l;~nt ~iin~ys" '~n~.;w:~lch:wa13:c()i:niza'nJ' o(,t~~:.",.qultJ~s"o!; :th:e, "imrt:l£>s, ,a~d.r he
needs of the public. . . . ,

In.:..con~,j'(J:ering:::'~:t1rh'a":'lloUCY ,) t ,,~,u~~ :qe'J)~t?~tlIl;Ie<~ t~at', G()'\'ernmPlft~rMl~a,~(,' ~"~
d()UJ.if!;J :are)l1ade"AYilH~,9Je. i 11 th,~':e-:t~tit:ti()n ot',n()t .(July d~'V,el()p~n~ haslr¥rl,Q\V:!.~'
etl%e,' Jrut 'aUl9'in:th~ '~x:I~~atI?~:,t~tit"" tb.~' funded re~.~a.~c~,,'i..·1H. l~a'd to lir6dH<'t~,."
proce~es,,~Ud:t~cll·pffl1,1~..',wblcll. wi1llJe"u:se~~.,l.nntl: :~'(~vtri.b,le· in :aU oorlJa tt be"\,
our society to JInI>~oveth~·,~~J,l-lJ~i,nI;'.:0t.the.s~-ietylD'g~ne~aL. ".', ,.," ,

In' thefa~'9rth:l~-prl'Sl,ImI)ti:on.iJi& "uppllrentt:hat'i'nyentions. wbf>"tI~'et In-ad€":"
throu!;h.· the ..expenditP.re(J{;p~i.Yate6r g():Vernrn£'nt~I:fullus,nre.·. of littleyallH:: 1.)­
Bodety ,unl~saiH;l unt~L th~Y"4n;-utilized 'bY'.: ~(Jcl~~y.'Ip·OJ;'der. to .u('hieve.·.?.ll('o.
utilizatl.on it is'e8se~Jial,t-llutthe',.inveiJ.tionlJ~plD.ced'in ..8: 'fortn,o~ rondit il>n
whicb \\'iHbescc(..~ptableandbeneficiarto t'he ptlhlic.Jn ot·h-.. t' words. the tech­
nology must sOflleliow be·.. tran:~ferred Jotllepublic sector.

In. a 'f~ enterBris~ .sys'iemsucb t-rf1hs(~r is normally ac<;\.\,pHshed~9 l!lO'
result of vertinen~ andapPropriat~,a<:tiTitiesofpri-vateenterpr;sf.l. SinC'e stwn
acU,,,Uies', obviously,. ('ntall .·t~e{,~m.mHmeIlt··and eXp(>J1diture ,-.~ suostantial
moneys-mnny tim~s tneD:mount need€'dto mnk~ the in\'ention-adequatean<l
app"ropriatt: incentives to s!Jch ('()lIlnlitment nuli eXp.>nditures must be afford()(L
<:onS(>(luentlY!R.nd since th", patent sJ'stem provide., B,uch incentives and is th{'!­
most viabl,e, vehidefor accomplishing tbe transfer. of technology, full and. care...
fUl cons:id,er~tion must be given, . to the m~kin6 of any. WUcywhich ,viII nfi~~t
the transfer. of te-e1lDoIogy tbat bas Heen generated in- whole o.r in part by Gm'-
erllment-funtl~dresearch.. - ._"

}<'Of munY"';earsthe'unh't'rsity seetorll:ls sought n u!ltform Gover lnlent pat€'nt
poUes. ']'lwre·.w8s.general ugTe<'ment wit.hin nndwithout the Governnle,lt tbat
the primary objectsof sUl"b n poUcysho'u1<l heto:

1. ~)romo~furtberprh~ate develupmentandutUizafion of invf:utJdns ninde:
with Government fund~ i

2. Ensurethnt theGovernment'si~tere$tin pm{'ticing inventions forG(lv",;"
ernmental. .PiJrI>9s~resulting-from itssl1PIX"rtisprut~"Ct~i~

3•. ~~n8ure. that ,pntentrjg.ht~.insuchin'"EmtionM are-not us,rotor unfair,;
Q.ntlco~~tiUYe.or Sllppressh'(> pU,rposes; . . .. ,- ".,

4.~H!lftuize the cost o.! adminii3terlngpa,te:nt polkfes. through uni.forni
pH,ncrflle3,;nJ.l.~ '.... .' ..... . . .. . ... .'

Ii ~\ttract-f.hcfjest Qu.a11fieq COJltra~tOl"~'
-rt?:~~i'er.ot ,ltJlof thrcol}sid:era Ho~'i.~t.t('n~ftn~uI)(:m":th~.PfftIl'blishment·ot a'

G6v~~ment1l1.Ptiteut ·ml~{'y .0Itl)' .. ope .consiUerat-ionshoulll· :be'l~rum ··:Hlt:
'~,g'.,wi1:()f:le,:hantlg,Will'.th.e \'es.t,itttre otpriml1,ry. rights to ,jnventfo~ serv~ ,tl~

ti]Il~fe,~the:Hl\'e-ntivet:e<:hufJ19g)·".IIl0stquIck!'y lothe pnbUc, for' Jts use ull:d
""nellts?

What fs th~ sltuntl~n tbat pertalnd wben tbe Government tnk", owner,hlp of '"
pa~nt?Iti.$'Inn: ·l;en,se an,unolllul;. Tbeputen.ts.r.stemwss cr.eated il& an' i1.tcen-
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ti~.·'t:tolm~~l\ t;' tl.('~·eI9i)"n n'd 'rixploH,':'new 'fe('llnolo;!Y~h;" I~r~~ln'tc:'s~ie'ti:c~ ,'nr!~-lI~r..tul
111"tS "fqt", tIle,_ l~llljlle 1,1('IIC'fit.: \Vhe,n tll(> ,,(:0 f£'rn}llC'nt ,'. hc)lds "Hl~_llru ,t'nt, llll(Je,r: .th.e
,neU:j~,thnt~li~,'i11Y('HtiOIlR,of the"lmtyllt :';~HluHlh~-frcel~·:a\"ni!n h1r,t:()ull;. mllsh-.the·
r;:llll(~ -as: J,~~he ',d i~cl~,~ure:, of theinvt'lllio'U .lm dIH\en,' III t'r('~YIH-11~1 is:hp·":,. tli'e,ratent
K.n;lelu',:eatIIH1t ?r~~t'ate'_ ~n ,the ,lu:;I\lWriO\\'hich 'it was:inlpncle:d~-'1'l~l''i,ucentivcij .
iBI1.~n~nti-IL 111€"~i~Jlt to excludeciluferrcd npol1 thepri \~al e l),\\~ltc,r()f·tt,-patent, ,and
whh'h~.trJ~_rh~tndue{'meutto devd?pulPute.f(ortf;';'!1,fe sim1l1YI~otJl\·ni,lalll~.

"·ith r(~'gn.l"{l.!ot;oV{.rnIl1entowul!rshi{Jof' palel~tSrtn'iu(ere;:.tin~,.hi.t()f"lli~to~y
hi,;: Vre:wHh'<l, h'y'Murl'us: 110 Fill,np'~Hn, lin,' ~'thlehh,e,l':~lls.at,~Pl'l.ti.qn,-to"tllPlJ1:lnous e,

case ',of ,t:i},Ih}{l ,,' ~:t:lt('s v ;.,lJuhUit'r, S(mtle.lls~r,,:Co~pf)r:ltiull;:The:c()~rt i$~n~~,Q, ..ft'~
(_;ri~in~l ,.OlJInionWl__ Apri ~, 10" J tla:'V,'l'he.t~,.On. ~I'~ty~, ,1ll:.{H"t lle,:J~Our.h' mlrHotI?·t}:~f
t 11(', "'? lllic i, t ~.r ,Vc:ne,nll, s trVl'k,' -from, lts ,'0pininn: t

,,n..pa~a~ rn ph.~.hil'.h:lll.l (.~.t-i ~'t'i,I(;'(t 'th,e·
nul ,I.I.()rit~·~}f'JLl~,.GO\'¢,rJlIU~-'ut to, hol~" ow~n~,r~rliJ'. [0 ',aJ.n-t~~l\t,there:lJs'giyJpg"hr
I~l-'g:ll.!'°O):11l1l.lie:1HC:! t~,; J1HJirJa1 ,6an~ti,() ry,to, {II~:'(;()VerIIIHe II~t'S':PT{l~-' t i,t",~,0 f-:~~'~',in~,ti-tl~
t~J lJ:l~cnts. O,f, hlllK~~t(ln<ie, to, IllY reUlllt.ks -t()d~s.·.nll~ .tn,the·p:rovis.lOn~·.'of,·S:0,,'4.J.4::19

lh"iJ roih}\Y'ilig:luil~lmge'frOl;ll.tbe Rt rigk:en,t*~~'KraIlll .\~~itb. :r_~sl~t;tqt:~ie'(lW~S~l~'l1

c;Jo,;V::~~;::~tt:ltl~..to .•..tne .,l?utented iUVl!l\tiOI~;:,:~:,t~" ...dISP,ut.~,.',Sh;UJd:.,~:~ .•.:;:W:;:~~'~f·,.t~,:"t.l1~~
·'J'll".t9,l'$t), circ'fimstIin,ces .no·:pulJli~.nO_li:~Y' .:r:eqJl,iJ;',~A ~,'1~".tQ.;:tl'~P~J'{~;'t~.e~lp;~~t?~,
of..hh~e~cl~l~in~ 'rl~htsas rpSpt~~t!'illi~"gener_al puuUc,'andt9,lo'(~'7e',tlt~W',,~~:,u'
<lend ha ll,d'.jm·upable '~f '-tul"llIllg.th~,pateilt 'toaccollllt-for,-t!.l~ b~Hetit.of:,the
IHilliIc./' ,,', ..'. '-'•..', ,,".':':"'. :,,':-"."'.':":~-;""

TIH'~'}"~Ji('rlence,,'ithliC'ensillJ~ '()tOotern.m,ent. t?,~one:<:I:pnt.en.~s",wiJq/W;e.':Vp~,crn~
meurJn't 11(>. Ina it) '~~po.tlsinga·l~one"du!{:~.\jt\·JhWH:·;Jn'J1: 1?qliJ;.'~~'~·,Jl{~!;Jtiifi!:~Nl).ry.: l)~~.n
one; of nrlil-llse/'rhis hn~nlreauy been nmde nhUlHlltB,tl~',cl~~r:iI~:tl1~,:re'C{)rd:qf
~. "' l'1.'Yhen titleto,patcnts i·svestf'd in theGo'n:~rI1:menton\?'eaniiHi(l~d~o~lclude
thaltht'~· .uri' Jqtl~ed,"in a dead, lJuud ineapatil'e of turllingthe'pa teut 'to, Recount
ft)rtheli~>n('fitof'the public."

1t.:-'ihmlld'be.ohviollS' that without,the"introU\lctiotl br'ne',v '~ro-dtlct,s,1t1tothe
('('.nnom~.N·onomicgrowth and job expunsionw-onld come t~arl:eYe.ntll:llh~lL

"~hile DE'ollle can disfigree whetlH~r pnrti('ulllr technolog~c~liniloyn tions:;Ir~,g?Od
or bad. we douht that nnyone would, s~riouslyargue that 1l,.slO\\~~do\vn.intedino~

109'ical innoYatiOI~·wouldnotre.!mlt in slower economic growth;, \Vith-tile,frn.c,ti0I}
of R&]) lll-'rformerl in thlscountrr that is G~)\'ernmentsupportpdno .." huvinJ;
reaehf'cl ~hou,t two-thirds,it is' inescnpahle that a Go\'"ermnent, plltellt. polley
th:lt discourngc$JnvcS1J:lwutin tbedevelopment ot thf' inventlonsrna<1~during
that f(-'sPRrC'h WOllldhuve a ne~ntive enOect on, ('con~)tUic growth.

hI tl1e ('nrl~'lHGOs when I Hrst !l{'('ameinvoln'd wi! h thl~fll1{'-,Stiori~cr:\'ised by
GoVeT-HOwnt fundin~of research at universities, then~pnrtm{>ntof Ill'l:I:l~h. Edu­
c,:ltiotl, and. "9('l!urewns functioning bnsknn~'r withatitlewlthwnivN· poli!'y.
~\'e-n, thQugh a numher ot'lPAs weJ.:'e,l)utst-allt}ing. In that perlodwe:f'n(~ounte'r~~d

('jr(,l1m~t~!l('{>!{ wher{~ reqpests Jo-r detp.-rmillntioHs of wai l:~'r arlllrl-'UlhlclerfS'of the
rU-IInillg of sta,tut()rYha-rs~g~tnstpntentingwmild ~o unll11s"·PTNI,'pntil after:tne
II.lrhad r1ln.Thl-'u .too. on th~,\"'"ery.f{>·.v O('(':l-~i9m,-w!l('trp a'Y:lh'~r'Yl1~:J:rantet1it

was ~ofrall~ht,,~:i,th r('Rtrictive .pro\'isions that,it prp~ellted·nn 'Hlwork.a'hleh~sig

fortrnl,~f('rinJ;t('('hnoJ~gy.,:-;'0 commereial firm would acct~pt thecOlHlitit)n~wh,ich
wen-'Jw1l9:;:e:uh,Y the:"'uiV,et\" ' .. '.. . '" ', , .'

1;h'c: '~fft'l't ·OfSH·'~;. ,ci.rCllmstnn{'p~,~::~ 'to .s.ol,npletply .dif-tc0tlrft"~~ the::.·inr,en,t:()r.
frnlll.~e:('~in~ t9coluDle'rc,falize hi.s'invcntJonsflJul.·lIl fact. of eV(~Jl:rt~(,o~lilzingthe
p!('!'enee of i nY('ll tJon-t.he. hunh-'lls, a Hnchl"dlle('ullse. of thepqs,t 1,1 re ..{lntl: Il,~titwlps
of, 'tlm t·. ~)evartwe)l~ to·ward th~. transfer· of technolpgy,weresiU1Vly .too·.. OVer-
"·h(ilillin~ .. ·". ." ' .. ' .',. ,'.. .,' '.':::"';" . > .. < ..•

.The: ,i~.;;;nal)e.e'Qr.nn,lPA to th~, Uniter~~ty.ot'Y~:~con~inhyth{>:DJIP.W,,-;;~~~ththe
Wl~,con:r-;in,ATllm.ni .n('~pa:rch .. F()\1ll(lntion .··(WARF) "ns··it::;.'d('~jJ;tl(>p·,,'tm~~er·thnt
AJ.!Tf>PIlH'nt,,!':hnplHiNl tlJ~ hnndlln~ of inventiOI~sat.tht',rni"pr~itY'.-~~·'J.:lvin~t-he,

rnlyer'f;ity the fir~t.o'ptton,ofownerspip of tile iO'reutiou' itprovidedthe~('rtninty

1."Thl> .l-"flily o~ ("li,mpnl~orY· 1M... J~;llnC"~" Lf'!'i~ou\"el1e'J:' (.JQurnlll or: tbe: ,Llcellsfng: 'Ei~cu-
tl\O~,~·X!lc.lf't,p:VoLXU.80. 2; JUIl" Inn.

;! 2."!l,rJ:~. 17~ U!):~':H.

:l;:;8,~t t".K 70f;UfI:r.tJ .
• ~('P. HNmnu~· of- J:Ut; Tc:'c:hn01G;:::yr6nel(,J'\,+tlr.ni>t~Y'. Ar..'·~~r~JohlHjon'-r...f,g'::'¥ot~\':~'1~8

Lli1\ltllRl Mthp I.h"('.r19tn;:g:t.f'(,1I't-h~(,s~f"I("J.('ty.),Opt·,lftTI\. \"()LX,tX:Q04;, ll. l~6" ,~rllt~m~nt

tlf'f"'rt~ thpX,nl1~.nlit Cnmmlslo\lon ,fo1:': ~lwl~r:ott"ct)on o:f:IIumB:u $U'ljf'lo':~, nr lU',lnlf':ll:lfa'l ~Jld
Hdl'll,'lnrnl. :R"~~llrf'h. Ope-,ll. ,l9,7ft (''l''~I$O·. InHPr. ~lllCnm..ut81~o' f'("illtr:1"'1.r1l-" t:h.. e"{l~rlf'IH~
0.' 1In~n'rsttl('11 t n I ~cpn~tn t!,pM p~:ts ..o:W,nt>dby.t:bemsolUe 0rmo!;ltor,Wbh;a:,mt1y!:;,il,e>
rl':->I,l!tl',l from r~s(,l1n~hsUlll'Ortedinwhole' or l)urt b:r·'l-'edNoal· mpnIe!>', .
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~.hiehJl('.':f'n.·.li. tred.•.:;:·e~:~."'.l:i~r.'~ate.:n.-t,"'a'ctl.()Jlkt,(),pe, tn'ke.n#nd~': tllerer()re~_,.ea.·. ·.rlipr ci'n... ti:C.•.:f....:S
,,-ith indu"trY_ '" .. . •••.... . . • .

The', .:\rgllmE'll..t ,l,et\'~ee~', the'~d\oe_a~,e~,ot th~ '" t,itle.in~th~~GoY~rnll1~r{t, -policy,.
and-,tl1e-tj.f.lf.'~,in~Hl,e~(i(illtr:;tdor;1~qHef; ,~Hls:gone, on,' for s()I1Je'.:30: Y~n.~~.·,FOt",:tll0~.~
o:f:, th(}~(',:Y~'JlrR\lhe: ·nn.:'h{Il~)it t~lldN):,::t0he •r~tetO'riealwith,I:leitl~('r p'r9p-OUe:pt
bny,j:u.~ ,a,t-hane} ,J::oou' -flu(l SUffici-e:Jlt,,(!\'i{len{'e: in:-suppnrt of.,its, prisition.-~.i~ce
t~(" ndn>ntof t'le:Tnstitl~t.i("lfln~-patel'ltAgreemen,ts, (:IrAs) as bet\\~,een,vqI"i0Ul~
universities a :Id, th~_i)epf[rt~lelltof':H~l:Ult' ,E4ucn~loI1und ,,"elfnre- 'llJId,tI~e
~~lti()lIl,ll, :-:;ci~nee 1;:Conudntiltlr',Jlh~e.r.the:. ptoyjsi~m,s ~'f,w,rich,.-tb(01.l,11jy~~si.ti,es
hare. tlIe,tlrs!:pp-ti~in;'t~ li tl!?t'o:,nUji iny~nti9n.made,li!l(l~r~"lWll';l~r('i>llleUt,s, :t~~r~',
has be.e,o.lnou:nfing: evid.(":ne.e :nlfit.,tli~~ler. :!'\lJdl le,ss restrid hoe po~,i<:yinm.".e,-nI~ll'
nl0re t~hnOI~bY'i~,lJeing{'tre<:tireJY·JtlUl~f~rredfr~m the ?,nfvetsI:fJ' .iDt~:pW~li~L::i -
use,., '" ,'. ,"':',,' ""':"" "',, ','",',: .',.' ,,' '""",<""""",,':

Let me"gh-~'yo,u" us.' an,~xninp~e, Wll;ht.b:fiS happe~ed :tlt;th'e.",:Unh-m:~I~y,;'~t,

"~i.~onsin, ,', ,',":,"",:" :'.",""c ;>,., '",,' 'C-:.' '.':',:;, ":",:",,,,:
Prior tl! the',efl'C("tJ~e.,d.nte ,cit thelPJ\.; D~eIJ1ber l~ ;J.,OO~,;Imi~yent:l~~~.':,~:n,~~

at th~ 'Uni~~rsitY:,Qf,'Yi$¢'()I,lsin wiIll'"funds: from DJIE\V. :~nU,:I..~~~::..Ii~t~jl,$~',::,t~
industT~,{onein,'·£'ntlon '. not:f~llin~ul1d~r, 9~¢' IPAwns ::li<:eti,~~,nrtet r·~'~,t~,{1-.~~'h
SJ.nce thafdilt~;·: ",.A.RF'-11'3!;. recei,-gda t{)t~l(jf'6H j~~~'tI()~"~~~li)~~J~~$,,il-~'<ie~
t.he, IP~ ,hag fJIM .«:tl ,'appl~~ntl(jns DU"550f:those.disclci~ur~s·;.n,p<l :?'~$Slfii:'d"5,tr'
Unitpd~tntps,rnt{'n,t~Issn¥d-." ,,', .:, .:'.; ,",' "'"":'0:,:,,,,,,:,

A tO,taL of 2(f':1I~ens~!'-t werej~s\1ed llllder, one or more'::otth~se.patenJsa':n~
patent:lpplic~tion.$,'l4 of,whIc:hure stip':extnnt" 8nrt:~lJnd~r whIcJl fnur':i}~~
products.llnvel).ee,u'"marketeci, with:, the, stfongpromise:9f'·Yet otJ.le.-r:prr(lllc:t~
to' be' intr()(juc~,:~n~ter,sj~nHjcant(jevelo:pment,work hyllcensees h:is'hf'~n~:m~

pleted.'I',hr~ortl},eprodl1ctsnow in the market snow sigllitlcant promise for
nlle:viating- ,!lt1J1U1IJ, 'sufferIng•

.i\lso~andimp(Jrt"lnt1y;mirillle-r-s of forei~patents have-been ohfn.iried:'o,ll
Qome,of tho.se.Ill\'e:ut-~nns nn~ promise to ;return roralties t)lfOUgh' licensingwhlch
will aid innlle-viat,i,n,g:ourbnlance'of paYnient,s:deficit.

Q[l. abrmiderbu:s(>, .. siuc.-e: 19:69.. wben DEE\,," l)e~an using a 'less .. h~stfktive
pntent polie~·. until tlle fU~l 01.1974. DI:IE\V estimffeathatthe' ri~ht~" to: 3~9

in\"en-tions mndc-,in theperfonn..'1uce of DHE\V fundedresear<* were 'heing
mnnagedJJY insUtution.s~'Durinlr tlmt'.p~riod tJle~p ()r~f1ni7.Jltionshndnegoth-ted
44 nOJH."x('1nsive-ntHI 78exclnsive li('en~su~dpr nate-nt. nppUeaf.iollsor :patellts
on the 3:2i)·'in\"enUon:.<;~.By t)1e end. of fiscal 1970. the number. of· iuyentious. held
by such org'auizati.ons hncl.Jnereased to 517. DHF:\Y f'$timnted that the ri~k

ca.pital generated nnrler the licenses on. vnriOtls'of these 517 iu\"elltions wliS
approximate(v $15~,()OO.OOO.G

This experieneestronglYf;upports ~he ~ener(jl propositiol1 that Jlle h'ssreshic­
UTe the patent policy the greater 1-5 the 'trall.sfer ottedmology. And itts slgnift~
cant- in Uli~ re~nrd tlulttJlemajor thrnstot" the IPA and of S. 414 i~the snp:ll:'-~

namely_ thal the contNictorbns fir::;t option to title to any Inyentionu13delHldE"r
the· contract. ,~I()reo'rer. In bOOl situatiotlS the GO'rernment and the pulJlic i5
adf'<jun tdr prorectc(}, throw~hHppropriate"rna rch-in" pr(wisi-ons.

I submit tJ)ut sn~h:tir~t·o})ti(>n..if)~the."contrnctor polic:rproUlotes~the.trnns,fer

ot techIlolng:y-f,or the follr.lvin~.re3.-,~onfJ:
1. It -reducesth("uncertn-~nti'f;'sas to the statusofim·ention ril;ht:~tn-n,dtbf'rehy

permits':,· ...
(a) tile pronjptilling of appropriate patent applientlous by the eontmetor­

grullle,e:: .... ,'.' ....
,( h)·nn ·early ..eff.ort .hy ~l:per-ienN'dt:f'('hnoloiY tn!'n~,[er AToups QWl po·tellt

mnnngeulPnt, ,?r~nj-zn.tionsto locate and, ens:uge pT'i~rnte entf>r:prise,ill fnr-'
tJwr deye19ptnf>nt '(if'inn',Jl:tions:

(c)' ,an ·,enrly ·dpci~ion. by...·thp industrial .dlJt".ploper· thntthf!' 11lt~lrerttlnl
property rights in tbe innoy-nti'oD lK-inl;otTt>-red are ~llffiel("ut'to nrotectits­
lisk .I.pvestment..

Z'.. lt iJl.tl·f(>{'(l..¢r}it,i l1nhy the f1g(>m.'Y..thnt'th("'n~tu,rE'..of,.lh:er!'krn.r('lrl\pri1t:
~Ulmort("(l through ,~lJll~in~ unclf'r agrnn,~ nrronOt'rnrt j.~ fundament;l} o'rlUl~ie

nnd thnt Inyentlonc; 'alld' the- maklngot them,are us·producfs o( 'nnd not ,n 'BIle­
cllle object or thegrnQt oreontraet.

a ,~.('\(.ll~¢'PoHef ,JmJllieJitlon~(it' nNA ,~N!(l~h!n"nt ,.toll'(',nh~Rf:!'£ift,r("h.H.Nlrl:n~,~(.rore­
thp,~uht,:O,mtnltf~eQn' f;elenc~;'~,f"!H'at('~ ftn!l ';t'l':('b.nolo/{y. rtf: tbl"<:om)~)IU'l':~ o"",~Ml':nce ·ant!
.~fechnologr. p.S.- IIouseof Rellre,seutlLtlv,es. (f5th t;ong.lst Bess, f~Q~ ,24}p,9G5.
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·3.. It-is-'n,r:e~01!rHti'On'nilft,fillY rn\'~,n'tinn, (',,"()l\'~:d w'il[ :rNl~lre':'fiJ'I·tlr~>r:',d·~vplop.
nH'f1t:tf',ll!,lng Hto t IH~' _r.J:lrk(·t})l:l,t·~(lp';('lnHrnpnt lddchshfJuld,i nvol\'() ptI\~:ltP
..ntE"rJlri~(>, si.n~·_p" l~l~dp_r':()llr'frp(' {'If,fPfprl!?e,, :RysteUl,privirte nart'ip~l ,and not- tIle
_o(;oye,rnnu·nf.f:houltl ~n~,~J.{e.In~n{'h-;nc,ti:\~ny·,'", ,', "'" ,:

~'" It pro\'I d{'smotiYntJ~~llifiir",~,'" :(~Qnt:rih~lt"inn,llyn, enrn'l1r-rc! ni or~n:i::~~l_ltl{)rt;:i}l,'
';I:'llsh' or in'}':1Ild,t6,G(~V(,rJ1Il"1~1If~rllU(I(~,(",T('~{',:1n;h 'prqj('d ~r.;:-nH· (of>r.fa in:t)" 'of, tll~­
I!rjin!t'(. (cont-rndnrl" hilvlrH:"th(>;,fir,:.;t·ontiol,~tl) nil)", irn:(~Jltin,n, -nrj~lng', frmn_~ll('h
1,rrJN',t .proyhling,tIIC. hn:;i~ for this 'n(),~~ :recog'l1i;':Nl ntti'fu(linnl:('bnng~ ,hy
:iu,tlustry•." ''''''' ,,' ,,' _',,', ., .. ,: ,',',', ','" ,.'"""., ", ,.,' "',':

5.~ It:· pro.'dclp.s "ncl,ima,te: ,Whic11'. "('n'(~ol1r:rl~e~,th(>, in Y~s~i:~{l.to,r.t~l\-·'f'ri.tpr·$'fon·~
tln~liI,l,g, ,p'a rtidl):(~iHn ,Int"lI(' _t nlil~~('.r{tf ltis'lh."en,U\·e, te('jI~I'ol()g~:.ri)' thp, pn-hlj('~
-.=1 ,~larti<;I'lhrrlr 'mportnut, c~n,lshil'r,1itil)n,,·wh.e.':f~,,1111.Ixerf.:i~;v.~(>'n~rat('d"iRnnitlontl
.n ft\, i,1l ,"olved. !-'in('~'~lt~h,j m~ell'tl()ir~t.riJId:-,fo:Jief"rO lir.'~·nniC,t I)'na t Ilrf',

~;lt:Jn0x:e fa irt\' -r~cog'J)izeu ,the Nln~lles nlH:~,'COil t,d htiUo-ns ,of nll,()!'lhep'nrtte~
to:t:hl;'·h)\·('ntjy·e·t('~ht1qlf'ro...', :':.'.':::',,:;,' .',,', " ~

:7., I t,prj)yJ ~b:~s 'th~ ,m;p()rt\l.uity,f.or; ,:th~, uniy~r~i: ts..c()iar(ieto~,·io'.'.~(>ll('r,tl:t~hl­
\:.~01ne.fl S (,()l~~,idl'~:lt iOll,,'~pr-il.~ro 't!'.(·h.llill(I/.:'it'nl juno-vatio." .hein'~,n~f'r{>~;·wfl}~.;h in-"
o()nr:1W. isi:arfl'l~rk(,'d. to,,', '~llrp()r:('ftlrtlIer' J!esen-rdr~t,·the ·.unlv(>r8itY~tbJ~., public
th.'IHllJ~n(',fils:J:l"5(>cOI~:d,JiUle~,. _,', .. '. ".',' ',',' _'~ ',. "':-'" .

8. Jt-IIPrnrits titilp.i~· ,~con~i,(lprl1:t:i'()':l:'t41!i~~i,·(>.~':-.to ,fOf£'! g'Tr, pnfrut,prQte,~ti~,il'ri,n:~'
therE'hy' .(,Hl~:J.,nc~sth,{~:pOS~Hlni~y,'pf,'~eJtcr:1Jing l){iymen(s', .fr~m .fo,r{'iRn,R·on'rc~~
:fllr t IU·tr:ull"fe.l,::o'f:, jlIP:.,:13tpntc,d tC'i::llllOhlgy' under lice,nse with ,I) nnttenuant :favor-
.ahh~ !mpf!(:t'upon.the,hnl,:lu('~'CJ..f~,r:)de.'. '., _:'" :', .... <.:.,:'.;:"';,.,.'~' .

1·... :1 J:-:n' R·,1hnlit,·.n·n(]· ..•~ir""1y.·bel i:,,,~:':~\t1J.~:t. tllJ~·j)oljcY8e(?'fjf't':~,;j,}y· S. 414' is ,v/hollY
j n .t IrE'" V111Ii-ic.;i nter(·~t~ .·~+~lell'llcl:i~~;f>is,:ha:~g:(l U[Hln: .

1. the P3stI'(-'c'ords of mauy utlivcr:shles as successfnl ngQnt~ [Qrthe t:rnnster
.of tt'('hnolog';\"; '..

:l. th~· .. willingnpss, .~s'. tnl1¢htbY ,(,Xl)(~tieJlce, oCthe. privat~,bu~inpss ~ector..to·
*.1(>:11 ('quifaiJlsaud i,ll,goodfaitll .wHlruilivcrsiti('sin SUdl t('chnolo~.,. transfer
4'l1dp':l.Tnr; ,

3. the good ~xp('rj(>n('C'\\",hkhhnsh('('Jipnj'oYP<1 Ily the unin~rsitie-s in theint£>g:­
Tity of its tpe!moI6g-y tr:1n~f('r illdn~triat "pnrtner;"

4. the- iIllprO\'jllg" HttHmle of ('olllIIlPr<'ial or,t:anizatinns toward re~flrrh nt n
11 IIi \"pr:;i t r WJIP!"("ll .Jps~ restrictive pn t(,-Jll poli('y controls as ('videoc('d hy inereas-.
'iug- Hllmhprs (If instnll(·('swhprt~cOmpaHi('shnYemadecontrihntinn!'!. in. ("aRh
or in IdlHlto f:OH'rlllllf'llt ..fU'HINl rf'sE>:lrc-hprojC'ets where only the pros))fcth-e­
:ri~hts to illn·HtifJlls.~·.4l'tllllnllldi' is invol\"ell-the ('erl'ainty. thnt the- llllin·r­
f'it·lf'~ will hu n"'1ir:-:it option to til1e to such iUH:'ntioll 3ppurentt,Y being the pri-me
"not iYll t ion;. . . .

rio th(~ llUwillitHmro~[.l, hfl~{l· upon pxp(>rience, of tile prhnte busin~ssE"('[I)r'0 hN'OIlI('l\ lk\'ns(;.p (~fnl(> (;(}Y(>rnn~pnt;'nntl

H. the l;H~k of i-:llce{'s.-.:fnl ,~e('hllology tranMer as represented by Go\"erIiUl(>nt· '
O\\"IiPtl plllt'utJ;; to thcllrh·':lfe ~ector~

t'nller· the. m·(·e)ltPd ·def'initIOll· 'of. nnun(}erde"tp'lo{)ed.· country .. Wllk!i. is "'(in~

1hat f'xpnrt:-: raw mnt('rinislo maiHtninit~hnlaure' of pnsmenM. whH£' it import'i
jilli~ll(~d l!oolls to, 111:~ intnin. its.stflnda~llpf-living-" we. nreno\\' nn U1Hlerd~vel().r~d

lIntion. ·,Ye nre f'x:llorHnJ:; our cnt-ton.tImher. grnin,c::oal' a-ndotIH"r,ra\\-- mntcrinlf'l
'i n nrtlror t-f)pn)~ for ('a meTas, rrv St>ts, rrt<ljos;, tools; steel, clothin~ and altnst
of othe,rfinisllCd prodncts.

\\'" ('llnn(lt .nff9rd, tf)· fllrth(>'r..wel1k~nonr,pccmornicpn:-:ition hY"~rnk('nihJ;.;'our
"jJ:ltPllt :--P'.I()1Il or Ow n~.lility, io .ex{£>Ji(l('x('lusive right8 to Int('ll€'ctual proP('rt.....~
l'i~ht.sllff(}r<lNllindcro:lH· (~()n~tltlIU~~-l'., .... ., ... .,<,.' '.

Th~ f:H't thnt. thellumhpT nf·p:ltf?uJRg:rul1tt>dto, citi.z(,ll~,of the.. t~ntt~~~:::,a'fit~a"
ll;l!-' 'f:l}h·n nrr~i:.:-niflcfiBt.l~; hns,h:Irea{lyh()('l,l ma(h~a ,part'ofthe ,rN'(jrd 6n·thi~
?('~islafiHIl. The ·};t:lti..sti~i=:also intlh'f1l:c f('\\~~r "hig"iI1\'"entions-:--thera,t~or.l1~:W

"lrH!!illt rodllf't h)n~ to<l:l)" i~al~,ut· ,Ollt··.,fourl·h thernte,or'.15 or, 20, ypilr!i: ng-().,-­
::.',llllH tnk('~ Inll~pr toput,th(>111in t:h('- market. In.theche-micnJfid£l it a\'e-mges
:n!tollt:-:p"PIl ~·{'ars-.rrolIl, the lalloratory to the market; 15. years ago it t00lts:n
:ilypr:u::p of two :renr:-..

,,~" fl!<:'n mit inn n r'P ~pendi"l~ .1C'~qoJi, J'{,f'earch•. usin~(e\YerlW0J)le, nhd'pr~
<lurin;::: f(~w('r hn·pntion!'t;. ,fInd .f{>\\"('ro~ thflnventions we do produce rellch tb~
lil:lrkl·tlll;H,(>.(llHlitlnkps,tht'.Ulloll~~rt~,re:nc~: i t~

In ,f()ali~"Ht«~hnnlo~i('lllly,.i;nt{'nsIYe-.ntln()~phere~omeprote:<'tion·(01" t'h~.l1pn'V·i­
i;II-,"P~tUH~Ht T{'fjuirPd in den'J(lp~~nt:i'!-lnmre thntl.('v('r,nec~gsary.'The~.t'ad'HIll,~'
t,iyc>u h,r exchl~i\'e l\nowleclge ·or pq.-tcnts isshorte.f thune-yer ,beforf.'.ll- that

;',,:<,

"

~
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l('rulfinl'e dI~:lpi~:\t~.,.thr0UA"h:R ftirtll{>r;'weakrniils'"of oir!! ,pai,~rrt~yste~~ '(H:
\\'{,:l_li(~n _iU:~ .0CtIH?'yhi.lftyt 0,,' ('x I,end '():\:r;ln~_i '"C' ,rig-Il't:,s" U:r, i nte11 N::tllul propert'y"lt
lunY"he('{)DlPN·lHlOrylif':JU.," }:i)lltl'd ,hjJie· :-:~ond in th('_fi~l~... 'J:'here is al n'f1 ('l:r Sf',.e

(>\·_~cI(·-l'.C',!n~-, qu.- _$~(md-V.la ('e 'l'h.U9S?plly.in tJH.':,In(~liC!nH.r'or,ie:nte-d'.flnd,'other
fi('hl~ ,tod:t}·,. _fprf h~~?r(lsj(Hl,,-of',t:,ll~;,~xehr~h'erigllt~r-,_l()')I,lte,llf:'('tllal ,prJ)l~rtY­
1~,ffnrd('(l 't1lHIPl":, llie ,(1{H1S't Hilt illIl('(Hlld,)end: ,to .no:',~ond.pln,(~ea,ttltnd_e-thrpJlg;h
lIlt,\,chofl"nit('dS~ate:-:'h1tlustr)'., '1'11C: Ilext stf?p isv:illinglJess to ue a second-place
lialion., '.'"',,',, '" ","'.:'

"'~.f' .a:~~lncli~('n('(>dhf this i('goi:-11at:ion'ltfl'D::,rytrong"b(>,I:[t1~lh,~to,:(lisrn.~nt,le: th,e
rondltlcwli::., t(j lIII,IQVafioll;,--:"roadhlo('k~, "ill.ilt~l~Jlon,',n, I:1,('k' C0f',und~r:;tllllcI ,i Il~, of the
iIllH)\:ut:ion pr()l:(>~s. th.~ n('<:{'~sit)· for: 'andth~",riul(oJIopifig9f~-.Ile 'pat(>nt$.\'.st~'nl'
'in,: ,such ",pt<x·('s~." iH,~UtiC':t1. oppo~t,lmisni, haf'~>d ':,l'IVOr:Olltsp.ok~,~" 'lJ1l~,', 1111:":Urlport~d:
claiIlls, to:, thp:.~Qnrd:inns1}Jp',or thf:':,plHllichltc,n·:;t, ..or,w(~lf:rr(;.,.' n nil :f he ,s~-.lfrprQ-o
te~:ti\"~cful1J('~I:whi('h',D;~.te.ndHllhighIJ-°.hu,rf'litetatjcg(}r('rntnen~•. """ ~

.'Ye,JJ1,',J 8~: r(~,lln ~{")h 111 thp-:,inn o~·,ari :rt' -prot~s:~('y;;, :th:l}; }i~""l ~ ,P-'\:?Ilt~irt-la r y:, cl):l;~.g:,~~
Jri',Sf')Ciet·~, ip\-olYe 'pnprediC4il)ili~Y., long,gest4;t itm',l,)('tlQ(,ls".:·tul1;,e,,~UJllS ,(:J.f :~n,pit::tL
Jrf>11l l,I~' ·,nnf] .. :{>xt.raor.din~r>·: pers(>vetn:~(:~,' 0":,' ..thc;,par~.,>of:·· t:"Cf}',' i l1(Jiy idun'ls,:,and
or~~l)'li703:,ti.o~s."", --.:',.', ,.' 'C', ,";',", , .... '..'", , .,,':',.,',

'\Ve ('an:ll?t:Jf'('-ord ·.t l)'C~Jn~jI1ue',to .J~llx~Q'ef"i,sJ~rl~(1Il.. t h~'~i;~~RjfjOllnf,1ryp)) tlljh
ri~,ht:stl):~,tli~>,tH~cretl()h,of. ,(;,c)Vern~~tltAq(>, n('i!:s•. :: II.frr'C~,I:l:- ~:\\.e.afftJr{l. toeO:~ls~de r
It'ghl:l,fJ{Jn,,~·:hi("h.,aS,.a:,'ri'rac(ienl:,mat-teri,:~yill",~~',SO~,;"\' ':'.: '. ,: '.'", ' ':

S. 414 .."l~rr¢S to~unctjonnH7.e'a,s)~steJll~,as_'t~Dr("~p.rit~~d.;,by.,:·"the::InJ:;tituti?Ilnl
Jl-ntcnt'Al;reE'Jl1(;'nt•. wl~ich, has been l)l"OY~ll'·to:,,: h~.\\·?rl(~lhl~-'1lnd" '. tIl, .··rpy'?pI nion.
rp('o~u,7.(>$ that junc,>.vaHon h as 1)'(~corim-, th(.>,pte'f~~red ,curJCen~r Or'forei1;n~l ffa irs.

T, thnnkyou:for th~,opportunHy·to:{"~p'rf:'s~:.. I1lS: .yiew~ ,on::,th,is ·extre'n1~IY im~
po:rtaut 'legisJati-ou~ -',,', '

P~;BU'C PATf.:STs---l'vndc nESEFrrS"xo:-;YM:S .OnA~T{)SY?{S?

(B:r· I Iownrd lV·.. Brp!l1(>r.PilJ~n t(',ouI)!"eL,\Yisc.QH1=;In AlpmIl i, ne~en rch
FDundation)

8inecthp t(>f,m "PubHe Pntf'nt~"llsP(lin thp-, ,IHlp oJ thi~'p:'lppr ('flnr.wan aif'.
fe:r{"nt thin~s to different IK'ople-,· itis. to henndf'r~toodth:it for pnrpo!:les of til is
pfll}{~r it means those patents to ,whi,cll tith:~ r.~~idl:,s in the Unitcd~I'~l,t('S Govern­
ment and unuer \vhit'll u ro,yaltJ'-fr("e HOIlexdusivp 'lief'nse is.:;e.1lf'ral1J~ I1vuiIq.hlt.>.

INTROOt:'Cl'IO:i

1'0 ('nable U~ to eonsidr.-r th~-~llestion pO!':t>:diJythelitle tothi,Spapc>:rwe- rn)'l.c;t
look !It the constitutional ha~is for p'atpnts nndthedp\'eloPI1-1ent :trIll impad o,t
(im°C"rnIHPut putt'ntpo!irl" with rt'g':1 rd totht'nHoC':lt'ion and (fh,:po~Hioll of nfOp­
C'rtyri,ghts re:mltin~ from research and development aetiyUie~ spon::;orE'd and
flllH!('d in whole or in part boy the Gon~rnIneDtopE;'ratingthrough various OfitB
Ab"l'llei~'R;

OeaH the 'cont~o~~rsifilst1hj~t9 whidl ha"?~pn 8Qdr:(~SSf'dhy,tnernbers',ot
Cong'r('~s:.m<ldisenssedby .1lew~lmPt:,re:ditors.andcoI,u~nni~tsoverthesears,i
Jlonf>UlnJearslo' he, lessumlerstood ,1hna tllepolicy--~on:'rniiH~tl;.te,aHoca tinnapcl
tli~ll{)sitionof rights to iuyentions arising out or 'GO\OepIDle:nt-financed research
and de\~.el()pmeut.,... .' . .... '... '. ' ....'. . '., '. ....

'rIte hnsieisslle. iswhetl)~r the· GO\'ernmentf;l:1ouldnl~~~stake. thecomme,reial
r,i~hts to' pntpDt:l:ble Inventions g-enefatcrl\ln(lcr'::l;. 90\°eTt1llJ'E'~I,t.sponsoreclC(lntinct
'or.frOJ~l 'GoY('rni)1ent-fnnd'cd r('scarch ·Qr' .. whe~h,('f ,such. ri~~t~q.~Yotild-:·:be·tter,be
left with the contruqtor' or fU~d.recipieu,t.to.permit hf~ 't?UHUz:e the"patetlt s;r.I';'­
teilli n 'lrnn~f(>r~ilr~l h(', tf,"<'hllolo~:r deyel0J"l('tl tO,the .pubUe" s('<,:tor ,(or).t~:b£'tH,nt.

'rile ,'t,nJrnt or ': ~nr~ntion""'-nn C:':-;pre!:'sion of.' 'iptp11e.c:hlal, ,()~iginaHt-~7"'mtl!':t
be'gin'n' th~, 'In:TXimnm£'IlCOllragpmenthyprlJvlding the, :-in~E'ntor wj~hnn
uf':pe:-::-:ary slinHl)i- to Jn 1:('nti\"l', n:<;tldty. ,Thep:nf'ilt"larrsPfovide;' the maj()f
!-ltinH~luH to ,slH~h ,:I~t1\"ity for they are. Intended t() afford 'the, inyenlor ,protec~
tionfor '.hisin,t(?H~tlJnl 'propcrt y.

Tech JlOIC)gi([l,ladY~I1<'e Is essen fin l'to "th is CO~Iltry "irJ,n'Jil,hihllIlg, f, tg,lntprn'(l.
tional)t'udc'f{';hipnnci tllvre cnn lip littlesl1r'llu~v:an-ce\~(ith~utp.de-'quat~rewa-rd
for .tt~,e i.n·yt·Ilth·e, miu(~~, ThE'rE'fore,. a-: viahle.'nfi(lsol~~d:!JSf.l.te_m ,()! r~tent,lll~~
i8,~~~('ntlnlt~, t-ll,ee{,o!Jolnic",wen-b(>ing,.of"tn,ls,co~lP:t'ry.,.:lV~A})rah~nl Lincoln
~ai.d, "Tlte pat~.nt'syste:1llndd~l1thef':l~lQ!:"Jnteresttq lhe.fire, ,~f geniu~U
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CO~BTrtL~IONAL:BASI~;

As ...e all kno.... the Constitution ....., drnfted In the eon text of a str;,ggle
~ltJl'.·~ ',' G,()v~r,n ~l()nt·w]~reh· 'hnq', ,nhl.l~8~1 .its:.o~,}n~a~.i~n~"to" d(>fer1d·,t~e, ~1.g~ts'..{J~
itflC'ltlzenR.. ,ltwas no, ,l\'c'('id~11ttqlerefore:.'Jb~t·,._tJie'sli1i('llt:P9~tloIl'"pt fhe::C()n~
'Jtit~ti.?fl d"r.afted,f9r:th:~p\lIiJoseo:t pro.t(·ctih,~. y6ur, Hhe'rti~~, ,th~: :fitth,·tltnen~~:'·
ment,mn~e- tl~~ (;oY,ernm.~nt>theser\"antand,protectornndn'ot the maser, of,
yput-in:(Uy4tlua.tt.iJrll,~1? '''.... " ,,: '" , ,:,,'

The fifth amendment of the Bill of Rlp:hts provides that:
·"Nn ,p~,r~on~llnll~h~ ,Q~priveQof',1 ife. 'lihertr':~.r, proj)<'rlY~,,,"lthQl1tdlle'

PJ'nce'f5s:~rla~Y,; nor ,sball .pr1v.ate .proper~y "'be""ta·ken·for puyUC use, ~ith9il~
'.,', jU~,t eqml~enSll,t~on .•u" ,," ",: ",','. ,", ,:,,': ",:"'" "",'.'." .,,','

Thus,::UIe', t1ftb"'RlnendDl~nt ,pr~lVideB",:ge!1eI'1~,':prot~~fioI1',.f()r·,nll.,tn{Ufiij)1,al
'jJrPl.icrty.: '·Since, tl~ere ,is' little :', dou~t' ,gmt-the .t:et~~',,·~proIlgrt~~'.~, ,.n~ ,-,"u;c(l"ill .th~

jlnhflIl1.en,<lment jneh1ge~ Inte.J1IJc'tunl"propC't:ty; Jt''''Q~ld: s.~~r(I:' t.brt:t, "th~,p,r~~
teeN.o~. ':0ff'()rdp(l~lle•:i-nd .j, 'I.' itllllll., 'b~:,:' nnt· ,..nmel.l (,11Ilel~t· '~~()ll.-I (~",;,r~. ':,nJlefl1J,nt~,::'" ))~ t:
the",Jnlmers, of -the C()nstitllti~nJel't ,9~H1Jl~1I~d",'to' ..,~e., ·~v¢.~:' n,io'r,e, .~~:~i~it','~!~Pll~

. int.ell~ctnal- ·[)t~per.tyand.l,r()yi~,~d,the, f:oll()~,"~u,:J;",,]~:~'~a:~e:jn':Artl,cle:,},,'~~~t,t()n,S,:
"T11~ ,:C91wr~ss, f;!hall.,~'UY~:P'9we,r~!~.',-,~r()Illot~"tl.i#,:I?rq~~~g~:::oj\:,SAleI1ce

~;n(} __ys~f nl' a rtR,by seel}-~hH~; f():r .llrhited" .:;hl}~S ":~.(»: ,!\htJI~:r~,:,:'~nf,l~:;;{.nt.en~til!~
tIle, :~~('lUl;:ive, Right" to:th~irr~f'PectJ'"~'.W~itt~,¢B:';~n.·d:'J;lis~ove#~i;j,.." .

W"ytN'sspecinlhnntlli~l;ofint~llect-ualp-r{merty't: ,,:. " --':,:' :, :', "',",':,'-, ",,'
There..was no reCorl1ed.·d~bateI!l.,theCoI1~tit~t~oDa:l.·Cony,eI;1tioJ1,,'on.'1S~p,tem.,

ber 5,,1787, wbell Article I" Section .8, ,wusPTest>.Il~edlll}:(J:',it:~as:,a,"i]J)r?t,~:c\ J~n~ni~
mou~ly~: ,:r,l1,atthe ... llr()du'cts (if :the 'mi Ild"f>h:oul~':l?tos:p~l;'tiye~,Y'xe,c.ei~~,l~.¢a~',n,~:q.·
tectio~ eYc,n frorn,acentraHzed Govern-IDcntto "be fo'rmedj"w'1\sa,prinCiple:
u;lonwhich ·no one disagreed. '.. .. .. .

As evidenced hy, SUhRE't11Hmt Rt~'tE'mf'nt hy.Mndison. the> chie:f:n.t('~Jt:rict o~tbe
Con,stitlltion, ]lis illten~st iU .. i,li;tel1cctnnl ,p~·opert,v:dl~t.Bpt end, ~ithth~ :" ~OIl­
stitutionnJCon\'~nt1on.lfor .exu,rnple. in the:l;';edern,lf~.t.-0J1 Jrynuu·ry?-3,.,17'88:

"The utility of this power wilL s(,lH('~ly lle fiuE'~tioned"~he.'(:f)pyrjght
of authors, has been solemnly adjudged, in Great Britain, to "be' a right of
common law. '.rhe·, rig:ht to us('fnl invention$-; sef>ffi'S \Vithequal'reason to
belopg to the iUVC1)tors. The. pulJlicgnod fl~lly 'coinddps i:9boq~cll!';es,with
the.,daims ·of.indh·iduaIR The StatescanIlot sep:)rnt,elymak~,e1fectual

Jlrorision· for pither. uf- the ('l1Ses.and most ·~f: .. tlH':1I1 'ba\'~'nnticipated,·the
decision of this point by Inwspaf'sC'd at. "the -instan,ce ofCODgreSg~"

Tllen later, in n l~t.ter to 'Thomas Jcfl'ersonon October 17.1788-, he made a more
important Insi~ht:. ... . . .. .. '..'

"Withregnrd to monopolies. they nrejustly clnsst(! among the gr,entest
nuisances,in Government,b~lt is itclearthnt u8:enCOUI1lSCrnent,s to l-lter;ary
work,!3und ing<"oious, disco-vent:>s they nr~·unt too v:alllll,b1e. to. w~olly re~

t1011nc.-e,d'? lWould it not suffice to re-serve,innn.cf\ses~rigt1t~othe.rnhlicto
abolish the privilege at a priee to be spe<>lfied in the grant of It'! )Ionopolies
~re,sa~rHlcesofthemunyto tl1efew.'Yh~re~b~ Iffi"·,erisin "tl)e,f,-~w.~iLi9
~hiralfor,them to :3tl.:::rifice tb~ roany to·· theirowuOO,rtialit,iesn n4,,(?orr~p..
ti()ll!;., ~Vh('rl':lhe po\\"pr .*·\~"itl.l lI~·j i.: in the.:m:lnv~ no,ti lithe ;f~\v; t~(>'.~h1T1~('.r
~anl}pt,wverygreatthat the' few. will beth,us 'fn~l"or~.1i fs much more 'to be ,
drca(ierj, that ·thc few win beunn(!cc8sarily saetijiCed"to. themany/'.·.(·Uallcs
added.)

111.· tbfiapove' !:;tntement,.and .·x)lirticulnrlY In the, last ..sp'nlen~e •. the: an~~'er __to
t~e. ,need·iO,r specific. :protect:l()no~. intcll£':Ctlml: .llrope~1Y ,tlot\'~Hbst:ary.dIn~·, Its
inelusiqn, Ill,theg~neric term:~jp.ropertyn in t~l~fifth'nl,nendm~I1t.s(;':eIil~:atipa'rePt.
~Y.use ·of (hc,word,umonoI?Qli('$".-Mnd,ison,coll'r(>;y,stb-llt.lle· was. flwnj~~··lhnt.,tbe
nutureof nn.·.~i1dividunl pi~ce'of inteUectual'p!"opet'ty is',sucQ::that-it:~ouJd',be
useful.to all ,~ople'alldyet,coul,dbeowned'byonJ~~,~()?,t.whi1e.ui~,ersitY'or
o~J1er.s1l1:pof all ot.qercate~oJi~~of.property pre('~uded'~he,p?8S).bUity,.of. Ill.onop­
oly•. ~h~s~,r0tlg ,possible llrgumE'n;titf;'uInstan .iDJ.li,'filli t.e monovoli?~,t Inri' ()f .. v~l!l~
a.\.l1~ ipfelleetunl flrope~tyand.its~nd prod~ctund,ercnlytbetl,~tb:aine.nd:m~Ilt
Rp:4)jis. reeogpJUon t.bl\t "'l.'h,: Stlitcs caMnot~~a:kee,ffectl}al.PEoyisiQIl~"'~rtig~

g~ts.thnt M:a41.~oIl~as awnre.tl:tR:t the rights Qf t~ec::reati~eJ(>\Vw()\.rI{i,"t>~:lIl
danger without clarification in the Constitution. Thus. a eompromise ...a~· 8truC:'

ITn' th~'8'[{':nte1;1c~'~fa~ISf!napp~ar8:to, d'fgnnR'tt!fJ~'~etwef'ii:n~gt'mon.'opolie'" o~'··ct'm.'
m:o~1tle.l'I grallted, alJ per80n&~ f'avortl a~~: tb~. I3Uftge8t~d,..moll~J~olitor. tntell(c'ctu,ll:l prop"ert,.,
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,in(l~r __ \yhich,_ tiIleile~t:ua;r'pro:perty- _'~ln~_~o _.~'owned·:_-(or()ni~ :1l:_l1nHted:Jerm.;d\fr~
IllJtwhtcktlie.-¢r'l~llctoJ;'-l1Ud U~.erf.ght~qe~du~~ o~h~rs_. ':." _ ,', ": '''' .. ,,", , ,._.:

!he"pO\yer,::,givefI.,l;t~(l~r tl~ls~Ial1se_Lti: -hot ~enernt He,nee -It,:;e:t-pres,slY -apP(',ffrs
that,Col):;~r~,~, f:S,l~O,t "f!:'wp?w,~J:"ed- __ by-.tJH~_-_ C()nst1tutionto "p:':lSS ,laws tor'tJJ.e,'. Ilf.":n~_tlt,
pt·, pr91e('~h)iL-Qf -~vt.h_(j~H: Jl:'pd.:,luYeptors- ~xcept·, a~ __-~-:mennsto, "pro~o\e-,th,e.

p.rogre~.::'l:of Scipn~~~~d-)i$ef~knrt~/'- ',' _,:' _ '_ _,':- .. ,.::;
Under this sl,,-'Cille power the present patent statute, Tltle 35 ot the United

St:11PH ('odf. w:ls(!Jlnrt~"d. H:.i:.: si~nHic:.tnt thn.:t th.~ face-of the pa tent d()~UIl1~cll.t

co·utai.ri~t·hefoll~\y.in~stat~rne-l1t;.·,· .. , ..... " . 'c.'" '. " ,:.",,-::;

u~tlle~e,I.ette~~ i~~tent'areto,grant llnto tllesniclc1nlmnnt (9 )'~the.:,d~,hf
~":l' f:xch)cl~,·otb:ets,frqm.U1al~ing~:llsing, Or selUn.i the saidin~ennon:'~1JI:otl'gh,,;

,', the 'United States."
:1).,t 3" USC 261 characterizes this right to, exClude as a property right. .

T!,,"re Is Uttle It llnythillg· ill the foregoing remarks that would appear Rubject
to question'.1111(1'(~c:rtnjilIY'nO,t:.il'IDf)ngthos~·oo.~.:r~w·:wbo,:{leal,~·lth,J9trllectual
property on a da,'-to-day basis. Evea those wbo have dilliculty wIth tlie intel­
lectunJp'ropetty '~·hllise.d,~,not..advocat,~'its .·rcpca1..~h~fr:nrglin:1~pt'hlis··:ligt.·.. been
dir~,ted'.Q'ga.t.Ii.S(:~~e.G()~¢~-m~nVa ,responslb~li ty Jor

c
.pT·a,tection.,of, ,priv.at~. 'pr()'p:"'

er~,y:' ~Ilcl, tlie,:S~i:ll- rewa,rc~ Ilr.,omise~ by th~: intelle9tl,1,al ,pr(:)Pe-r~Y~'l.~u£;~~,~;t~fJ,r
tbei,r ..thnlst;llas,::p~nto.eroqe Jh.e:co,~c~Pt through::;~ff()r~ JC),p~n:Vi·nc¢:~hn:,~':,~lU~~~:
is,an-ill1ttie4Irt,te'ueedto.:Uini,t t4:ier:e\Y~rd "'in tbe:.,~u'Vlic"ihteTest'),()r:,,~eclltls'(r:Q·f
some.·.l)~~liC .In,~olT(~Ju~nt,eo.go, through partIal fundlng,.h,y "GQvern~~nt,.oiJ:i:,the
di,jficlllt· ~nd' {;~ne~a~ly ,iplperfer.:tlyund'erstood d~livefy pro.cess through:,~~l~h

iI1tene~tu:tl~ .pJ;"o~rt~: musrIll()ye' befQrerenchingtbepubH~',in uo<:=alJte"forni~
'l'll:~~-:.;n-rguwe~ts,:usBd.jll..·inappropria~e. Sit.uittl0 l1s·.nre. likely '\Vb~'t ,:\Iqd)~,OIJ
consitie·r:eg.',~,·tO·.b.eu,r~aded~·since 'th'en' indeed "the' few will be unnec~~;arHy
sacrLfi,ced tothemauy,,"

TIlE ISSUE

Tbe issue.·prese~ltedby,theti:tl~totbis pn.per has bfK'0,me',much more'sharply
fo.cused',bcc~·useofthea-PPfu~~ntl(}ss,of technological, ieadership. by the·Uni~ed

States :i with. its attendant. negatiye effect upon the bala:ace o-f .paym2ntsand"hns
been emphasiZt"d bytbe recent attack upon tile dollar. How did that issue arise?

llIB-TOlUCAL

During the early history, of ourcountly very' little technicnl<1eYeloI?Illf;~twork
was done. by the .Govern-ment dna, therefore, as n .practical.matter,the questioJ;l
of the,Government owning a patent never nroseoGrncluallyFederaln-getlCtes
beglul. to· undertake the practical kind of development wDrk which 1(:'(1 toinven­
tions. Sincepdor to 'Vorld'Yar II a!Juo::;t all Government-financed resear.chand
developlllcntworkwns conducted in Federal Inboratoriesby tull-time Govern­
mentemploj~ees. there was a small butrecurri·ng problem of what to Uowith in"
ventionsresultiIlg .from'such w()rh: ~nventions Which, if made by privatel1urties,
would 1.lave.becomeJhe.su,bject of:p3,tent ap~licaUons.

'l'hig.,~itnlltion ,chnngeu rapidlY':·dnring 1tDd nfter":orld'''~ar IIwbell the
technologlenl .requi rements .imposed by.' ,mo~e. n'Udmore,,:SOl)hlsticatedmHltary
req.uirementsus weUns the illcre~:Sillg'comp'texity·<rt·"SU..pp<>rt services' ,made it
Quickl.Ye\·id~ntth~t there were, not. suftlclent ,r,esources within ,the GOltcrnUlent
to undertake nIl tbe ,~~i,enUficprojectsDecessp.r!toa wiJ;lning,wa:ren'ort. TIle
abSOll1.te n~"'Ce8.~i~Y. tOlltilize the. best tecpntenl~bilityav,allable-,regnrdless.or
its·locn.s•. spnwl1etl.a, :rnptd,prolVern.tiondfGoveJ7nUlent~sponsored'nnd funded
research auddevelopment COlltract~

1.·beprol)er'dispositi?Jlof~Jghts,tq' llutents' tesulU,ng:.trolD' t~13 work\\;s,s';. tbe­
oreti.cnnY.::t.s:i~~)o()rtant,thgnfl~ no\v bnt, was'nev~rseriously'adt1ressednsa
major pr~btem:hecause';of the"exi~en'CI(lsofttnrtime l1e-e-ds.

Post.'Vorld\YarIIthe,technolob'ical strides m,adeullder the impetus ofawn,-r,;.
tiIlle. f'ooting~1I1dth,eoLJylo,us ntx:e,ssityfor conthlu~'technol'()gieal superiority:;
at· least in defensc:-orieuted' efrorts,made ·it imperati:"e tocontlnue to provide

• See ·Pli.rsics 'foday•.~prU 1978•.p~'9:~A nEdttorl'Il,lbvllet!'y Ancke1:'~.toll,:'n~Q~':;~tlrb:1~r
Ass!sta,IJ,t:-;ecretary,of COUl.merce for ·Science :tmll·... lnd,ll!lt~.,.; .,oThe 'lnnovatlo'n' It~C(>S8tOP..t'
TIme;· Oct. 2, .1976; "~(ltI1etblnC'81Iappened' to 'i:":anl.ee IDgenulty:~ .Tbl!l ,UfllSblogton
Pos,t.s,,,Pt~ :-10, 1.91~ ; ""·nnl:.htru::: .IIHlOyutiun," B.us,in,(':t:i :W("f'k, .J,uly a.l filS ;'0l),s. .I.o~i"g
Id:eu. Rnt.'~()ther,~aUon_8.Ch~p. AW,ay 'at ',Amf!rlca.·", Technolo,gyEm~lre."', The Atlllo"ta
J_o:urnal.T"b~Atl!lnta.COD'SUt:uUOn., M.a.f ,21; 1918." .... ". .
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PllhlJ¢ -~11pi')nrt_-Jor', '~dpnc,e.- ~-Or" ."':l1f-t", th"~R_' -f;Ur:f><!rt.ltinnotl _to _th,e ";intH,trt;rt,-'J<~~)-t:,
eX3:fUll1e, iTll,~r}() (\)ngr~,f:gfiJHlI,I~'flr~'i\'i<]ed,nn nnliut~J hmlget limit .0[',$1-01'11.1 IJion
~or tl_I:~ Nn'no.ua1' S:cieuce' Ifouudation to'COHuuct bllSirsdpl1ti'ticreflearcb.:At.
unh'eniitiq-s,_, " _,',',._', ---":i -."",,': '- ",-',,' -,' ''''' '-,"',: ',,:, ,',:::: ::'

_Dl1'rhll?"thi~RI~,e_.'I}~t;iod, ,:-lltin_~Jre4~of'J?lilli()n~,,?t -dollars __ wercCiPproprt4tt;tl
hY:nw (,j,()n.~ntn('·IH1)1'thc'ureuof ,Ull~ical- r,e:,:ellrch in th('IJ(',~hlnjngSon,nrtaH­
outnttnckoil:d~J.jM1se~__,,'

\Yith ,tile, f:l11id- eXI~ansion: pJ::-J'ientitlc .Jlroj(>(~tR-11(>in¢,lin(r('rt.~t~en·nnd RunPort~d
by·t.he, Gp,\·t!rlIU!ent.:'thp·~an~e:-:Ilflrtll~eof;t('-(-'llllknl nhj.lit~· al\(l,fadlil,i{'~'~,OIl:,ti'Il~l~:d

tp J1~tY\'anas"it ]la,dd(>ue.llJl~ler.-th~,pr('$~ure:-;,of,,,~nrld ,,\\'nT IJ".:Bccnus.~",jh~

Goyprlllll~llt,:crn~d'!1()J <l',) ,nIl,th~ _'Jl('C€'~~nn~ , ~~"orJ,:.,' J.n, lt~,." own ,fHdlities:.qV-~lj:fie-.d­
prI-V:1'l te <'{)fu llfilli ~~;.lltlly~r~Ui('s· nnC}, 'Jlon.~ProtH () rgfl:n izntl'rn:.:,....'er~ROII.~h:t o,~ l,ti)'
ll-er~urmlUaI,iyof the,,IJTtll;:rn IllS. \"1 n'('op t rn(:t lIn l,nI' r~pJ.H~01 €' nt ~,~ ,'.\J)c1-·fhe.' f;nU1"!'" 'cld
pr.()bfe-tu, ofy,vne,rsJ'lp 9J )mt (;lltri.~h.tR"ex:istt~(lille\'f'r.v"OIH.~' ~'f: t:he',C{)l1trl\t~l~~

~ i,llt~ ther~ W~~lo):I-}9)~i,Il~1f!,"p.r :o,"erdd~.J~~ ,JIll ~E'llt_J)ol,i('.~"'\·h:i(·h,t l;1e',GOy~rl:I:,;..q(!n,t­
hryd to r('Iv, ,\J.p'nn, ,e~(!IJgo\~t?f'nmpntIll Agep('y, ,,~~IJl'lr'!-illJlPort('dar(',s~~.rc:~ ~l~di~r

~'~YPl0P:Ul ~Ilt l' tT<;Jrt.U l-t" 'IllJ{,h,:~,:,th(o,r or}Hlt,ll ';r £:on ~ ~Jl'Ct lIRI:o r ,~rJlnt .' Arrn,nli(!Jl1f> nt.H~
't1en'~ !o!lC,cl jt~., 'own ri(.IJ{e~' _'~~~l~', ().~)\"J'QPS:'J'~~l.llt"\"n,~>fh!tr',<~1J:n~~ ,'pqtr~,i('s .,ey,oiv~<l.
iX,t. t-h,e' }1I1~, 'extl':~ll1e;' ': s~~le,:.() ~':tllt, '~\~~)~~Je:~:. ,~l,~l-yn(~~('(~,',;t~;:::~I:YU(f'~:,r('lit;r. '; ,:A,t"th~ ,'
ofh{'r' ~x'trel,ll~:'was:, tli,i)~,~,,'A~;~~l{'le~'::,}l'~lN0~'::t:ti:pi;' ·:t'li~' ,"ti(:~~J~C" "Iiolic)' .,': Th~~~ :·"·~'i~~·.
n18o,:lnnn~·RnrJ,\,1;1I"f'4',Pol~'d{~s<:lie'fw~n',.tho's~'.t,,"o,(':xtr(>me~," " " ,'. :'.",'.

G()Y,t'rJ:1111C}ltn-l ng~ fll',jes op:er~ti H~uniIe rtlw·'t it IC'~' pplif'y j n:s,i ~t (>-don firflllhdIlf;
title i:n ulleontrfiet-:g(lonernted i U\"ppt i-onsniHl, -pn~{,lrt~ on t hC'In; inc1 IH1irl'gjnyen ~l()hs

WIIi('ll wcreolJl~·,lnd(1.entnl: to, th~H~njorPlJrt-19se,ol,th,e.:ont'rad. an(I"thel) .dg~U~
rn:h~d .thelR ·.tn,flle ,lmh1ic·thrO~lgIrJ)ll~Jliehti9n;.6r··hyof[ef,lng fi Ih~(>nse:PIl,.· anon:
ex('lusin", r;)r:lltY~freWhn'!-'i~'nn'c]e-r·'n'llypnf'pritRohtninptlto fill 'who Teql~est.ed_:it.

The' nr~nment wn.s that uUthe..~e iny(>nlions. inclnding.tlIp ineidputnl'!,nventioijs.
8honl4. h.p. .llccluir{'-d h('('.nll$~·they. hl,Hl.hec'll "paid for" hy the: Goy('rnment ft1\d
should t'h~rer~)r~beo,,·ned,hrt.llC (;O~"~~.. :,;,illl:mtl.

Ag:PBeicH .wId<:h. Ucl~'pt'C(1.the.: ,·.~Jie('~l~epuli.('r·' ·permlt t r-d the, contractor' 16tak~,
and l~epp tith:'. t'oiuy€:";t-ions antI pnf(>nt-~'ari~illg'llnc1('rth{'cflDtrnct_while reser,Y,­
ing- a rO,\'a1tr~fr(>e}jcf'nse In the- GO\"ermllPnt topradice- the inn~nt io'n for G()~e~Il~

mpntnl pnrpo~e!-'" The thpory, whh-II. the~e AgPIlC'ips nppliNl wns tlInt in\pnti(>ng
nnd pntentsare only inddentul tothe,<,;pecific rpse:lfch or p,"oducl's' ef)ll traetpft
for and that equity de,ml1ndsHothingmorc' thana royaltj"·free right for the
Go\"pr·llIHent', to ,u~,:" ,th~~jn\'entinns;

Othpr ,theories nnd,r~nt€'ntionsInnclehy the' nd\'o('nt('~ of tht'! two po}iries,'en('h
inRllppnrto-f it~ own po~iH1'm,telldcd to finally so polarize the two groups, that
compromise seemed, impossible.

~n;!oJORAXDU~1 A~D STATE!oIf.NTQ:-' GO\"ER~·~fE:'\"'i'PATEXT POI,ICY

In lfln,'s. .Jerome ,\Yj('~ner, Pr(>~ld"ntJ{(':nn(>(l~"sSC'ipn(>{' Addsef. rffog-nized a
n{'{'(1 for ~oineKnidelines to ('rr('·Pta' more nniform C;o....P:rnnwl1tp<>Hey' to\v:llr.d,.
im"('ntioIlHnnd.lmtpnts on,fi GO\'ernnwnt-widehnsis" ':rh&:o r('~Hllg of:n-r..,'Vii'S,rH~r's
~tudy ~"lllHina tc-d irfthp ptiH:e)" HtfllPtnPl)'t i~:-:n('don O('tnhcr 1-9, l!)(,~ by, Pr(?sid(>nt
}{('JJ:T1C'ily·' tn ('sf lihli~h (~,o.n>,rHtJ1('nt~wjde.()hj£'Ctin,gnlld('riteria,suhJ:-ct to., e'xist­
jn~stn(nto:r"'" rpquir(,Ulf"ut.s. for ·the nU(l{'fltion of rig-hts' tolnven.tiQI:is ashetwe-,l:"ll
the «~on.'rJHI1Nlt.nn<Litl-( .i',()utraclor!-' ,whieh wonl{lh.~st ~f'fye th'e,·oyet:a~l.public
intpr('~twhlI('.rlltOUplKingdeyelopmcntnudutilizlltion()f the inreJ:itiqns,..

Hln('e tl~e lloll('~-: l1SpTf~1l1ulgnt('(I.wonl(1J1lostHkel:r.: haY(~ toh£": re,~:ise(l nft'~r
~xlH,:rh'IIt,('.• Itn(). 11("('11 "gnill{'<lin'ollPmti!lf:tllJ.lh~r 'iL n,.Ptlh"llt Ad1dsory: ,Panel }Ttl'S
("~ta-hli~,IIl'(1 lltlllrr Jhp ,F:Nl('TI11, Cqunril [,-Ir, f.i(,jrnrH.npd Tt'<'hnoJog~\"'1:0aSf'lst .-the
.Ag(;:twit·,jot'iu itnl,l(>nl(,llt'in~. tIl{' Polk)~~,n('(l\j!r.inJ; datn ,('III(l1e AJ!t·tWil?~·, oJl~ratJ~,lns

under the' 1'01 iC)!. u'nd' IllnkiJlg· reeoUlulNldu Hl'~lsr{'gtl:rding fheut11izatioii:of:: G.(}s~

"Sf'f', PIIMirrHi::('nv.f~rrmt'Jl(jn.~7,9F SUPJl,'66~'(D"D,C"1924latt"d, 511iF:2diolS
(H~~(,ir,l!l7r)),; 1·'n·~>Jr:('I('lI~j·.hy l"'Iln;tor(.:Il'!t"l'.,tll, X"'l:-lIIII ...1\\."i*".l .or Ill~",~Pflnt(':~ll~II,()Jt.o,I)·
SUh{'UllUIl U,tt:'e' of thf':H;,.'nntr R,mnU I~uslnE'-ss' L'ommlttpe ()n ·.l)e,c"9;,l1Yl:.7~tP tbe(}(i'f{>r,n.rneqot'
J:hlnJ:rh:,l!~R. to tn'·f'n.Uf)n~to ('ofl,trnC'fors : AIs,o.h(':nrlni;s' h"\d': hy' l'pn:'lt·(lr:~fl~t):il,()n
(HC\ l)rnpnll{'llrhall'f!eg.!n thpFPR fRRlI('(l 'tnr;, lR;l1tHI;lh'nrlngs hl"'tol'eth.e SU,h~om.
mlltf>" on' ~1 onopnly n:ntl AntknrnpetItJ\·.p-..\ctl",UIC'sM. the,S~leet'Co:mmltt!-'e: 9,n.gm~11
H;lhltUE'-l'R"Vhlt('~S.t:n:tr:J~t'nn ff", 9!"ttb Congrt'ss;2d segslcmon Go\'ernmE'-,nt~'9.tt'ntPolicies,
:Mn:\"·~~•. 2,:\, .1 ulw~n.' ~lnn.'l,::!6;Hn.q. ' . ...: :',

'pt",KliJ~ntllll' ME'-morandUh1 nnd Statement"o! (Jo¥er,nm~DtPalentPolley (E\R~'voL 28.
1"0:); 2:00, ()ct;12. It)~3)"
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;!n·)n(>nt·owI~pd_- ,pnt (>n tR. _Itl', -ri:erc,m1ier, 'l'nG;}. __Jhe'_:~~de:ral,::.cotl nf:il~~tn)'1,isliNl,lhe
CH,ti.UUtUN' ('n (;oy(>rn,:Umllt l'n.tpnt: Ppli(".Yto:n~!-:es:;,-t,in'Y Ul,e'Polic.v wns wor~·in~.

" 'l~ii~._sbidjJ~}i:nlld:l~XJl:e:·rjt·H(·e(~~ Hie CUlJIUli,tI(\€o Hucl: till':' 1'11ilfl:I(:1l1;III1Il'lt~'(~_1_n "tlw
issunn,ce 9f II "n'vIs{>{t ~t~ltenn'll't?:,~ GO\-erJll:I~(~llt ,rat'I':l,ltPolk.\· )y' prt"=,,i(I~I~t;Xi,xnn
ol~·A~q~1Jst~·t -U.r;l ..II,"l)le (~h_an.~~(..rr-e<·t~I:~nth(~_:,~iX('l~: l'oli{~].~::StnJ(·ll.ie·Ht~yere
madC' nS,:l. r~f'ltltpf'fi,tJ:th:Ri~_of~II~_eff('{'tR,_OrtlH~'; pol~('J"on: tI.ie.llUMice i IItt'rt·:,:~ ~yer
t:~l~' .'f=;eyc:n s.earn:'!rolll,the :,K~mnPd,.\'<l':o:lf(~:v:~:.tn:t~tmmt.lt \~'us,stnle(l,:that the
stndi,~ nlHl,eXl"K:!rj('Jl't'~ O\"e.r the'~rY('ll r{':lr~ lrHJj("H:t~l HInt:,

(a) ,A: ~i1igh~:ll~l1Illptiol~,(lf '<QwnC'r.~hir) ,of pnte-nt,'riJrhts, to"Go,·i\rnmetlt
folr~nuw)rp(l,inn>ntiIJl,lspitherinthe, n'(;~-ermll(>I):,t:~r'jtR ellll't,l'a("tor~, i:S!I,flt 'R/"n ri~­
fllrt-f)rr" h'l:-;,i~ p~r (}?\:pnlhl.PHt .I~rt<·lItpoli~.'Y.. a1N that ,aJI~~ihlf". Go,,~rtu~tent-\\;ide
PoF('r,lJe!it~erY('S;lh~Pl1hlir'int~re~t:>:',-:\" ',:: ':'-, > , " ,'"",,, '

(h,) '" 'l~h~ ":~unltnpr(>in-l ut:ilizntinB 'or",Oo':eplmpn~.RPf)rtSo~rd'illY~nUOn~~'"Jh,e
pn.rlid,pn t-inn,;"o~iHdl1~t,r)·,In,N:t1-\"e1"nmPI~t:res(~r{"h,~:,n~(d('yel()llIlH'llt , i-~r'()g{[ll1j&:."
a,lId',:cowmer('lfll,~orll()etitjnn ',r.-t).nhe,;,I'n~Hene~d':',hY ",tile', -fqj.Jowi ',I J;,,f;t('t..~,r'~,:, .,,~h~
'mi l.;Si!?;ll:"O:tth:e,<'fHlt r a I'tin 1!: lu:n'·n<:·):· : ,,' thc:'Jnl,r~Jt?S~a Jl<JT!'~tl i, T'e<'of:'t~l~:,,(-r'nt'r;')~t:th i.~,

~om n:lrrc,inl':IJ~plic;1 hi I1t:y ,':~ IHI·· mn rk:(>f pot e~tia'~,of th~,i il,n~n,phn; ,tIle '(SX,~fllttf»
Wl}Idl'the,',l~~enti011,Jsctf""('J{,~·p.f'd h~', .the Cl.i,nttf!(-1:i.n5- n~~~~lf':Y :,"tlle :("(;JIl.ui~t(>ial
()ri('n:t~~i?:ll" .'n~ ,t~<e,e(mtract:or n !1el,the, ~~tE'pt:of,N'~',pr1Ya,t~];v .flna,~r.<~d,r,(>~r1l:rp,~
lrithe .r~lnled.. :t~h'nOlogy:n.nd'~,he,~j-ze, nature,ilnd:re,s~nr<:b'o~ie-nt-a'U9n'~t,Jhe"
wrtin~nti:ri~ustry~ . ...' ."" ,: ," '.' . ,:-:,' ',:, ','", ',""",".: ...:"

: (c). Ing~rieru1l.:,the 3bOY(~,"f~c,t:orsarere:t1ected-in'the'\hasic prin<'ipl(>~or,the
l00.3,J?re~id(·nti'lr~)ol.icyStutelllent",.' ' .' " :,,',"

The consid(>rations basic '·to',theSt~tf'mpnt'of'Go,,:crnnle~t,:prt-dntPolkYar{)
th~f~llo\'d..n~: . "'" ",' :",:' . "", ":",~,,,,-,
'. fa) TlJ£>,GoYt>rmm'Bt{~XJll'lHl~':ln:r~('snuis,forJhp (',~nd:'lI(',t (if"r(~!'f>:irt'h'ntHll!{'~
~eloprn('ntWhkhI"{~Hlts, in a {'oHsi<1('J"1{hle n tl!i1herofi.ny£>utinns n n<1(lI::,(·m~('ri(':->.,_

fb)The invpntionl'rj-n. "Sdf>11tificclnd t{'('~lln{)lo.:tiC'":,llfi('lllsr{>suHi'ngfrool mlrr~

perfOr-InNl. nnder G{)Y~rnm('I1~" (-on~r!1,d~ eor:l~litHr.~~'n YlIlllnllle nnJiQllnl ·rf>"-;.nUr~p_

(.c).'The use and pra('r,i('~,()f rtJI~~,'iJ1Ventionf-;n,IHldb('(IYerit-~s'~iloul(l:-;:tinlnlan~
inYe:n.tor,'1, meetthe lH>.(>(]sof,thp. Go\--ernment, r{>c()gnil'.e the ~luHies of the- COil·
tra('lor. and s('rye tlwpuhlk intere-Bt. . .. ' .. . .

(d) The pnblic int(>r~t in fl dynaIT!ic nn(]f'ffldc>nt f>('onnmy I"('1'ltlirp~ that f"fTorts
he made to encournge theexpendithms de,n·'lopID.pnt ,flnc1cidnnn US,('" of these inn'n­
tions.~otll tIw nN'd fnr in('(>nth~(,slodl";lwforth prh'at('IHltiatiY~tf) t'hiR pnll.
and the need to promoteht.>ulthycornnefition in"indl~stry must be weighed 'in "the
dispooHion of pMPnt riJ!,hts. 11I1(}<>r (~)Yf'I'nJn('nt '("IHltr3et!'l, \\·h(~re· ~'xdtl:-:i "e riJ!hr s
nre Required by the confractor, 'lie' remains suhjet't to the provbiollS of the rt,nti..;
trust lnws o

~~) The puhlic intt.>Tf'st I~nlf;o ~rn>tl hy ~harin~,ofh("n(>fit~nr (;ow'rnmf'llf-:­
firl.:lIlcPilrC'S(·areh tlml den']opIUf'nt wilh for{'i;"'1\('ollntri('s (n n rh':':-I'P-e- elm:-;bti:'lJ-t
with our intf'rn4'ltioJlnl pro~rnms nndwith· the ()hj('{·tin~ of r.:--:. f(lrl'i~n l~(lli('."~

(f) Ther('~ is g-rowilig- import;l n('t~ a ttllc·J>!n;.:- t-othe n{"qu isition of fOI\'-i~,np:ltC'Ht
dghtsin, fllrtlwr:Hlcc of' the iut<'n'Htof IT;~. hH1n:-;rr~-and tht' GllyprnliH'IIL

(I:{) 'rhe pnHlent adnfini~trntion,of GO,n'I"JllIltmt·· n'spureh ,nn(t"·"t+t,,·plolmlent
cnBs for nGo'rf'I"llUlent-\yide I}()liey on the ,d.ispo~ition ofillYt'IHions m:Hlp"11IHI:N."
Go\,prnment ('olllrnds r('ft('etin~ cOJJlmoll'",riJldl)h~snnclohje<:t1 \"{>s, to tIH?t',xt.!'nt
cOlisIsh'n;t with til!' mi~!"ilmsof,th(' fPSll,P(oth-e,nlft':lI('t(;'>$' 1'h('o 'polic)"nlUstr£'-co~~

D,ize .til(' 'J1('pd ,for. flexihIlity,. '0 ne('on,lmorla.te,~Jt€'f',iql',sItnntiom;;

AHl!otlKh then' i:; f'\'ilh.>n('("PJRt thp,gl1h~('lIIWsdldhrin~ thepatr:nt'pr:rr.ticC's
of the' Ag-<>ueieH Into~r('ater J}l1T~ony. dh'('rtreut poHt:'h's still (>xi.",t . r1 thpreJf;)l.
:-:troll1! pre~llI1lJltion. H: nOl(-'yillpllte.in f('rIHsof'the tI'u:u~'ferof. t('C~.itlOtog}~ ,to
tl!(~ ,lmhUi:·~~tor. thn! the. IH?rc. rQstrh-th"f ,the JK)Ij('.rof'llw Ag'~n~'v;L~:'o.. t,~I~
Jll,'re"title" orienl NI 'tilt·. ,Ag-NIPY Is" town ~dill\°f'ntlomr.iUld J1UtPIltS' ,g('lle-ral,e-<l
Uf,ldpr itsfuudlng.",;t1I(> -h"~s tf~t' likdihoo<.} e,xiststhnt the technologj·' wHl lje
trnnsfe-,r~('{lfor tbe public liQ,tl~fit. ... ..... -

!'\ot"'ith~tnnd,in:!tllf'. I'rp::"id{,jHt"~ Rtn.t-NTH'D,t ,of .. P;lti:nt l'ol!cYJH\p rhust
rpt1l<'lllllpr:th,a tsnc:h PolicY ('stn;l,lisll€'g.~t,lld('lin(',s',()JIJY"aml, 'thJlt to~ln,:v therp-;Rl"e
n~,rtlnnr ,n!;; If),,n)-bult pnl£>nl polld£>s ~r~mn,~the varIous Gon'rnment .I\gtml'lf's"
ull Iuer:-,UlJ,ledto exist withIn th,ose- gU,ld,eline--s.
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'. ,"" :',' _' , Ct:'RRENT. ,'~,dEN():,' P.R~C:TICES
'A~-qc~crQl" , ': " , - _ _, ,._,_._.'" , : .:'. ,,,:'

EXCcllf.fV.~,A~_(:'I,l~,h~R''hnye: tr!ldJ,t Innnll~lnte'~pr~te{l,'t~errOvif.:fori!;9:f,"th~-:rr(\!;I~
.d ('~ t .~ ': 8 tnt("tlWTltOn J!.f) \"~rnl1l1',I}t VlltNI t'P0H~y:. Qf, 'n PP~_ fc;nJ)I~ R~Rt .ntrs~ J()': fo/l ulre
:!lte;ll,~f'"o~",pat('I),t',~ights.('lnH:~pR'·~n:~OI~t.r.tlc.ts_ffln,d-:',h(,J{rnrits",wh~re'~pnl¥e-r::dtl~~
~B(t-'9tll~rnon'.prf)fl_~'"?r~il:illzntigns,'ll,re,.ill,"OI,ve?~~n~Js:,::nre":,,nnt~\'aHal/le',_,t()
<,~rnmer.cJnl·~r·Jlro(tt~mn'\ttn~-organ i'r;.U't i()ns) :. to.'J)ro\·i(Je:eHh~1" 'fiJlei n HIP Govern­
~H~ht :In,'iu,,entioll$,,genernledln, th~ ,p~r~or!n_nil~',of!;llCb,,~ontrnd-s'{or,under
slrch~,rflnt'~) or: ,a,<;}~,ferredaJloc~lion,o~'pntentti~ht.q; the ,aUaeaqon,~fthe
.rig-hts, tnld}l¢:'place;.:ult(,l:r ,till:', 'fri\:('-,nt;ion 'hn5-:,lwe.il:,·-i,clellti.fi'(}(~~~·

l~\'~'n ,Wll,¢ll ,t~le" title, clp.llse,is,11S!Xl:hY the·,A~ency'.,and' 'e··~n~,h~re,the"dr:!'po.si.,
. tton of,tln'tenf.s~igllt~)S_st:i,ft~tnr.il~,cont-rolled '~,R., fOre~A,I:I1P'l~~:,,WipJp:lt~ ~rit-~-?~nJ'
A~rf~ll{lllties' n:lltl S,h~~~, l~(,ln~.inlstrflHOJ~:a l~'4,~H,h:,tllt~:··: En~~gY_:,!l~s~~:r-ch-nlrcl
[)en·lopJ.~1('nt"1\(Imhiiktr~tion",:the",dnuse:,:~!l,,ny ,:t~.i.fl~::rn~:~:p~·rJIlf,ttheco~t~a~t.oJ,'"

'1lr grailfee to,r~'~Ql1estil·~l(1_oht41n: th.t~" prhlcJiJnl,rf~h,t~":Jrl ,tIl,? lnventiqn' wf-tb" the:;
'..A'g~nct8 ,n~r:(,p,Il-lcj},t-, :~f.t~rth~,' j.JlYeptlQIl:1l4~'}}('ell,':'!,detlt.ified: " ,,:',: :,:: ',': ",.',

Thus.' th.('I'e, nr~::threc, ,cIa ~l'Ses WhIch' 'can ltnda:f,e:. u~~ll"J)y:.t:lie::'t*r;i¢tl~ a.gen.cles,~
1.'Tl:l~,li.~~~}se, I)()geY;cla_tis~;, . ,', . " .
'2~" The deferred" PfIt~tlt,'rig:hts clatlse,'r,." ','
.~~..'. The,H,tle,rrUc-S~lnu~e~jtnwntyerRiiYHe:ge:9~:,~":'-: ... ,,:,;~, ".".:',- .. '" , "":,~;,,,":. """:>""
EX'e~lplary' of pntentpope,ie~ ot,~;pyertml'Pn.tA:~~rll;lef((l"jVbj,~~,lJr'~l',i4e·t~·~bQ;W:>

<>f:re~earch'n,nd,(1eY~10:pmel~tmoni(,s',ar{}t:he,fono~fll1~f:<,:::,. ",'.-.' ,:' :', -" .' ':,'
Department'of JIeuHh. Educn:tion. an<1' 'Yelfar~,<1~terred,4et.e1!n:irt __a.tfon;

bnt l1er~·nits Institl1tion~1 Pa:tC'nt, ,L\~re('me~t,~lIndt~r",~:hicl1::,certaln ,g.-ra,~t~e!=J
nnq.contrnctors. afe ,nfforded,,~r!?t:.opt1on'.on-.tH-1e: tQiat,eDllons ;mflde' dti-rin'g
tJle<,ol1r~eof:.tgrant orcontrn,ct),,-'", " .. ': .',,:c,"',;,:','. ',,: :',,:,:

X fl ti()nl11Sel enee,- l"ol1IHlntin_n..,.-.:<J(>ferr(-'ft<!,etern1 I!'lU fi?n .hn t perm its the,ll~e
:of.II1slitut-.ionnl:patPllt .Ag"r(~('m~nts Wi,~tJ, '('ert:nillCo~ltrfH:torsr.nd .g-,rahtpe~,.

-.N~tjonnlAeronnutlc!'i andSpnce~\(lin~nlRrration -CNA~AJ~statutorny
C,OI)trolled: J:lastitrepolicy ·\\:·itIl ..Ya}y,er:pOS:5.ihil~ty~ ',' '. " .':

Energ-s Res~archanl1I)e..·eIopIl),ent. ,l"cJtniI1i~traHon (ERDA ).;..,...statutorHy
-con,trolk"'{l; h.-as Utle po]iC~t.w,ithwnirer-:posslhili,ty"

Dp.rnl'tm€=ntofTransportntion (DOT)~title.poHcy°

EnyironJl1('ntal Prote-ction Ag-ency (EPA)~tiUe})()licy.

Department of Defense (DOD)-<leferred determination (for health­
ori{'n ted:, inH~n tions).

Ag-encyfor. International n'eteloprnerit (AIDf.--tille:pOliCY with walter
p~sihility. ...., , , .. . ..... . .. ..','

Dpllnrtm~nt ofJ\grict:iJture-tltle policy ,(statute interpretation bYJ:?;~
.1>:\ rtment. aspermittill~only the tatiing'-of title.);

Yet~-rnrls~ Administration. (" A }~title,policywith'.,~ai""Pt',''poosibility

(~~n(>rflllya YA employ~el~ in ....olyednnd,:w~ivpr Jher('fore,rHfficult).
'I'he expression of patent polIc7 for,each of:thefore~()in~A;encit>s Isstnte:d

not ,nC'ce~sn,rily in terms of, itf> writtenpolicy. hilt in t.:.rDls :')f- its practical opera­
t.i(Hl under liml polic:.-ynndthe, Pre.sidenes~,tatem~nt:o

The're"is·. nQ rca1. ,consi;;;tency among- .. the Agel1eies.. :or evenwl'.~,'!n.nn .Ag-e:ncy,
"l)r ,<-"pnnpC('5sarHy from OIl~c-O!ltrncttothe'n~xt,'yit~innnAg~nc)-,;:'lS to wna,t
'the, di~po"it'ion of pafent rhi:hts wnlhe~:',lt has hecoIl1e,,~npI>Uren~t~~t'l~i~('isioIl,s
:TPjrllrrlI,n~ thedIsp()s,ition of patent rlg-hts,~reoftenrn,Il.,de,o,nn~>l1ttittH1inb!or

-phIlosophical hnsis;, for the decisialls 11l"~11ot:n function ,'of hi", l)ut,' of, men.
Opernting',under 'the~e llOllcies.\Vhkh: ,:.in the :xniiin.hash~erta :ro;\'alt>:,.fr~non­

'~·;:dn!'h·elrf~iJ~in~ policy. ,t-he GO"'ernU1ent!Jns:n~eu~ulat-ed in,ItspnJent port·
:roUon,btmt'28,OOOpatents of whit'll onlY~1:>out5'perc~pthavebc>cn U('~'nseda and

• 'For lIstl-tHtQt eUl'rent .statutpso 1'e~:uJntlon~, or-derR,rri~t1t1tl19.,in~'mCir'~'~d;:UJ.ll$.,'8n'd;',1i;tI\;';­
tl't,lalg,~oYetnln~ 81locntlo,nof rt.c:hb~,. tot,nv~ntlon~ a:.rlslo,!{ t~om, ,Goverprn.E'tlttRMn'fjored
Tf'l4eIlT('h'a'n~ .,n~f:'n('y·b~"ilt!eilCY' hnl5lg:Ree Report on .Government PntentP-ollcy,I::!Y',Fe<i'eral
Connell ,tor Scl.·ll ('C' .1l1Hl 'fechn.oll)~:;. U~S_'GitVl'rnIuent· P"llltlngOffice, lO!B-281-00I...ZS9
~rnll.ll,llI(' f-rnm the- SJJperinhmd",.n~'ntPoc;uroe,nts.' '" . .. .. ',_:~' ....'

1 For ,hl!Jto~lcal lnt,C:,rcst T.elnstit~ltlonaI .. PRtent Agree[Jlent!Jtl:Dll·:e~trlY'l)IJE:W'ptacti-ce
-.e:1':f>,Rl"lwNto U1:C Con~r.'I''St on "PCOIIIl"ln .Ar~lls.\ffloj·t1n-'t l·sefulll(>l'1'R.('l~· ,~ ......nH~ otGO\··

·~r:nmPtlt·~ronsor4:!,d,Jtesl'nr('bin MediclnalChem(stry"',b" tbe CompJroller,Ueneral ot,.~be
r.unltf'tl Rtflt('~. Ani. 12.'19r,~.,... .. . '" ." .,' _., . ,,', ,

8:-;'pel{f>~tim~, or __ n.S .. :Tef'hnoloA'Y l'()1.tclf'~Dr'. Betsy An('kl!:r~.T(thnRon:-"'"'LMJ ,};l'}u:ve}le,1I
(Joul'nJll- f)t,the'LI('ep;stn~Jo~xf'cuH'Ve8Soclt>tv lD(>Cem!l-f:'r, f976. vol; X.I,.,'K.Q., .... ';1l.;186-;
S~Pl.t(l'nlJ'nt 'h{'rot~ ,tliet{8tlonal Comn:tl:ss"lon,ofor' tbeEr,otl'"(ltJo'it Orlltl~ariSubj,e<=t8 ot
lUomr,l,lrJll PI. nd~Jlf'btlvlor,Il.j.R('!'1:('arch.nf'c"ll~ l{i;76., «This .,llitter':J:l0,C'.nril.~'Q.tsJaQ-,~)1tt::~Rt!J'
thl" '(>SlH·~t,e~f1'e (it ,unlt<,('rsl~Jp8 tn 'U('en,51J1:~',llate,nts,o'Wn~by, tbe~n ,RQTn~ 'ocr: mpst ot :wb1(l:~
.maY',h~Ye;:reBulte~trom:',research 8,up,po~te4, In ,whole,ol",P,llrl 'b)",:federaJ'tDon,les.)
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ot fJli;g,~:~,hercen,~ '~mfy:nsmnll,.porii?nhan~ 're:~nnecl" in commf-~~lril'iJrp(hld~.:Th118,.
th~<e¢on(,)~ic,hengJit."!llf,ended to' hestiml,llnl~d'}~r"t~~_pliteI1~_,~yste~)J'~lilYe,not
llee,lr: d).'i:i ,'e<Il'Y, tll~,'GOYernmentor, the Pl11J11c,tllrouglt 'snchJicenslng-of'GQvern:·
IlleJlt,O:\Yl,l~ pateuhC . ',",'" . ,_ ,', ,,'," _ ,<-' ',_ ,"'_:"

;t\:tl.'.tnteteRting}~om.pnrfR(malQng:fhese·pnes-'"';aI')rn~de1JyIt_n.r.~ridg',e;lIrill[o:ec_'lIb
1~!$10y~~st~dy-~of(jc:)\·ermllent~fu,Ild1?d-pn.te~t~,put jOtO,JlS~:1~1J957. ,an(l' JOO~: l,~.
,,'us f~HIIld~ t,~at-,'colltrnctor~held'irlYentioDS_\yerelO.7tir,ues,aslik,ely '-as, (;(}\"ern.:,­
JJlelH"h",ld': iuvcrVions t9 he utilized inPJ'oducts orproc~sses:empl0,Yei:l intlie
private ReCtor for the benefit of the public.

(}O\'ErtNMEN't..:oWNED·PATE'~T~AN·:AN,OMA~.Y

Wbat Is tbe Bltllnti~n that pertains ,,·hen -the Government takes ownership pI:
11 jJA tetit1)t,I.S,i,p':R Sfn's,e nn anomaly., TJIE!1?fi:tentayst~r.n ,y~~.,ct.eatedaS'}lll_jnce~'...
(i,·e:·tq)Ih·ent~.,(le·rel()pnnd 'c:xl11oit,new, t~l;J~ology~t'o'rirOJn.o.~e FiC.le,nc(',,:nh,d,.t:lsern~,'

4r~'~',(()r'Jl~~,I·mbl-l~·benefit. 'Vl1~n .the.G:o\·etn~,eI1t~o19§'~1IS,·p~,~eJt:tYJ}d~~·:,'~ll.e.~1:~;~:f
t11flt '.,the,'fuv:cll.tiorg,',ofthew~en t should' '~e.,trflel~fl\:rlU;l.t)l~,t9:tl'll,'~n~'l)t:ne,S~I1,1~
~'fi .• ·i~'th~:,~i'sc'I();wr~\of,tQe In\·~n-tioonh,~~;,'b,e-en l:nere.1Y,I>t.lbli~li,f<t.: th~':J'~te!1~
'·.f'\~~te~.~a,t)bcjt.o~rnt~ in· .. ~he.Dlann~r-:~:lr,,·hic~ Jt ·~a'~':~n-ten<led;"'l'he...-ln~c~:tltil'es
f~·beI'~l(t' i~.'ll1~.:t.~'ghtt()' ,~:q~~l1dceQn~~:rr~d: )lI}O~th~ prlY~~,~'Qwn.er ,ota' ):latent..,..,
an~. :"·llh:~h,:a~,the· hl~ucein~nt ·~o ,deV~I?pment:efforf's"JJ':r~",~ifilp!.Y~ l}()ff!·v,ft.i1~J1f~-

'Y:'iJ~ :l'~g!lrd·t() :;GoYeI11me,Jito~:nefzdl'iI) ofpnt(111~s .rin.'rllt~~e~tltig,1;)~t'Of'~li~,.tOrx­
i~pre~('n,ted by.M~l'C~lS:B;':Finn~gan,lO i~whi~h.he :c~lls: ~t~eqUon'to,·tlle.,f:'ll,lH'BS
ca$e,ofJJuHe<l,Slates 'Vo PUbiliereondens~rCorporati'OTt ..,TlIe~()~ll't,.iS~Fe(1H:',~.
ori'~Il~l()J)l.ni{)~onApr-ill0.1933.u,The'n :on:~rasB-;,' l~3~;.: til~:COU~t; .0n:fjloti,O[l'!
of. tIle. Sol.i,citorGeIle~nl~ strucl:t,_ frorllits·o:plniOIll:ln.,p~.'r::lg.~apllwJri Cll qnest-t()J1e.~
theuut-horttj~ '_of,the(}overn~en t toholdowIlership,,:toa.patent- fliereuy. giving,
by neKati\"edmplicntior':. judicia1'. sanctionfo t.h~ Gov~rn,rnen-t'.s"prRctice.Of·t3kill~
Utle'topatents .. QfJI1')~or~~.nce to theissue-~res.~nt€'(~,inJI)e.ti;~le Jo.th,ispnper it.
tbef(}llowing Inngua.ge: frOI:Il the stricken,'lwragrnph With j'e~pecttoth(l" fllH:"~tiOl};

. ()t":,wlI~th~r.,.Ht1e" to,tbe'pntented Inventionin d,ispute sb9uld J)e Rlvarded' to the-
Gcivertl,ll1Cnt:, - . . '

,''In'these drcnmstnncesno .public IJOHcy l'PllUi resu8 to ,deprll'-e.'the' 'iIIYentor
of ·his, exelush·e rightsns respects the general publicandto,lo<1gethelll in a,
dead hand incapable of turning the patent to account for the b~llefit of tll€.~

ImbUe."
'£he .experience with· licensing .ofGo'\ernment-owned J)iltetits~u:''\Vith•the Got.,

ernment in themaillespollsing u nonexclushoe licensing .·policYthn,~ irrefutably
heen one or non~useo Ind€"e-d. when title to patents are Tested in t~)e Goyernment
under such n llc(-'nsing Dolle) ~ne can conclud~ thnt. tbeynre.lodged "i.n adeae
bandincnpnble-of turning th:· patent to accou:ntfortbe lJenefit ofthepuhlic."

OPTBrUMPATENT POr.ICYPREBCMPTION

At.t-heontset itlIlust be.presulli€'dthat GOl'enlDlentr:esrerch'dollarsnre mnde';
8l'"allnblein tpeexpgctntlon of not <mJydelelopingbnsicknowledge.. hnt~lso, ill
theexpectatlon ,-that the. fundp~-.researchwiU ~ead to> prOducts, pro('esses .aUlI
technlque.s ,,",hleb·win be·usefuland ;ftcceptahle· in _all orpn:rt 0(.·0\11' ·societ:v to­
fmpr()ye the w¢l~~~ingof-the8ocietY~l)geueJ;al.. ...,." ..... "".' . . . .'

Inthefaee.· _~f this, 'VreS4u~ption it Is ::ipparent that J~yenti0n.s•. '.wh~ther mnd("o
throUt;hthe.expe~l(li~.ur.e'of privEtte Of g()y~rnhu,~ntntfuncls• .[1~ of lIttle y;t;lll-,e.Jo­
~or'i;~tJ unie·'s JJl.ld llutU Jh,ey Are utili1Wd liS sodC',tr.ln or<)e,rJo a('hieV'e~ll('l~
utili.z~tiotl it I~,esseptialth,lit'thein,\'~ntion:beplnceq iI;l,-llform or c()u:!lirip~,.
"·hich' will'.be necentnli1'enn~,l~u{'fieinl-to'U~e',pubnc; Tn 'other 'words; th,e ,terib-

, ,uol,()gyn'l~s~,s()~p~ho\vlJ,~tr~n!:lferred--to tl1'e p,u~l~esecto.ro. .,.......
III,n free enterprise. sysfem .suchtnlIlf:f~r isnormnll,Y .·6:CCOillpllslie-d ·fis the

result of pprtillfnt nnel 'i\,pproprinte ll'ctlviti;e13 ?f priYnte:ente-rlltise.~iqce su('h
actlvHicfj.ob\'iousJr, eutnil tl1eeOmmibngnt l1nd,€:;pendit~l:re 0"1' f1t.Jh~tnllti.U~
.mon-ies-:-many tIP1estbE!-nmou~t to mak~ the inventionH~n<lequate"Rndn~lli:'o:,;

:' 'ir~i'b!"l(rR'e' House·:Inc.• OpvernmentPntent.·Polley Stull.r. for. the FC$'I:' .Commlt!eeon..
GOr-t';rnmentPat,ent Policy, )Iay 15; 1988. . ,....... .,' . '

lO"The I;'oll.~or«::,ompulsorYLt.(',ell'stn.~··Lea 'Nouvelles (Jouro&1 of the Llcensl·Dl:
Exe~\lti,\"('s~o('~ety)vol..XU•.~o. 2",June~917~ , ,

fl·'2RO,lt.R'118 (lO::l::n., .
~ 2$ll-U,.~; 7Q6 '(lO:1:H., .' '. . , ' .. " .. '. '. ,

,-1J'lh,ht·Re!'lltm~oflJ.S.· TecbIlolo$J' Pollcles (Npte:tH.
1t,Ibld;,lIlil'b,-id&'e: Uouse~nc.,Report~May lrli~.1968 (Note'9l~'
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p~ 'ra, j{l : nlcelifi"\,ps"'lo .,~11C., 11: ,(,'0nfm j'tUl {lnt, :Hl.,I-,f'xprnd itlfrp5l"_flltl:~('.l)C ,n'ff6r,d:~t;,c on~
~t><Jn,(~~lttxi' .,Uild, :slIlFeJh~"_I~ateut.,$):~t(,HlprOYid~s~m('Ti.iflN',Il.tiy't,~~,;lln(t,j~ :-the:
JH.i',~t ,\'iaJ IIe:x{~hl<:le;:f(~r•act:on!l)~l~hill,e; the ,tnlu~rprof t.~eIH1Ql()~Y•. ~911_n.rld; c=Jr~-

. fl:ll:_c'on....ld~rntJoil iJ,ln~t,hegi\",(ln' tn, t lJe-,makiH~of qn~·"poH~'~-"wJ,'ich, will ,?"ff(>C~
.t-.lle trnn:~":f('r_'o.f ,tpch~lf)Iol"W, JlUlt ha_~fjeel1-g~l1erate:d iuwllole ori,n _p~_rt"by.
GQn~rllnl.(>nt..fuli(lt'dr~sl'nrcll; .

OBJECTIVF.R OF"doVERX,SfF:NT"PATF;:~"T'por~l:bY
.' '.

T-h,ere:jR ii('neral-,'n~-r('eIlletlt' thntfhe, la'lfn:} ,:y ~liJ~·th·e:'f-of 'Gm,:,prnm~nf pa:te,~t
p;olh::v 'shuu:hloJ'~to. ( 1) IJrtHUofe .furtlu·rpriratc de,n;'}llPHu>nt,;l:IHl ;INIi~~U"?n,'or
t rtH"srH.flll'",lt ,~HllJ.lp!JrJI'{i' ,'iUY('IJ t ions,;, J,t) (,u~9,re.-tlm t the.(;.ot:e:rl__1m~llfs,;" I,llt(l.r(>~t
hl IJra:~·tiyhl:;;'i-n.y(·llliotlsr~sU:lfiIIK (rotU, lts f"IP-pc)!tis. V~~)tCft~d~ .,' F3J,'J.nsll;r.~t,~:lt
1);lft'll t ',' r,i :::,.'11..... 'i:IItre)n~ nlnlellt~~)wn("~l.,iJlyt'JIfiOll~")1rf:) 'llot: ,ps€'rl ,Pjr,,~ln fO;lr. ,4,11t~~',
('1.',Hllwti,f\.\:(', ,(lrSHvprE.'s~,i'n:· 'IHlrlJf'~~~;, (4):: nihlirnlze'the. ,('o~t, 'Of"'Il(~"nl~nlRt.~r:~nl;
pat('I"~. 1t(1.1~J',h:~thrf)uJ.;lt uilifur'lu llrindlde~,nl1t1:>lG) 'attract :the,~t"st,cIUillitj~d

(·()Iltrns,t~,r:l!"""""",,-',,',... ,,,,,,,,, ", ",' ,,", "'-',' "",.".'""", ,',,-":.:,.
'1.11,.wy\(,r. '.o~, ,~tf>f ,tile,,: ('()l~shlerRI iOIlH ,nU('ndl1tl,t llJ)()n ,th€', :EJjfl~:hH~ll.rnellt,,'of

n"GOY~'I~nillt'Jlt~:Li'Ja'tPJIt poJiPYQI11{, (,UP co~sid~~;):t:i()ll ;siJ~,Il1.(~'l~,[lVrft~lQ'l11~:,;",
/ i~ ,,/I'li '!"/'hrHI II"; .•. K:i It:!.{, e ,'r:~'H'i ffl,tf: 91: 'p,ri!iltr,tllrigltff!. fo :'}~~1J.C;lti,!:nJ,-::~ett>:e,'

tnt l'fl}')(frT,f.he· "','[C.'.! f-i t',r' tcc:kllfJ!o flY,·, ll1f)S't·, .fill(ckly"'t()·•. the :p't(lJJic:"1,Qr'OiJ~,:~l,8:~.:.,,
:r.~nl·.,li(,Hrfil'!.:'.. :· '.'. ' ,', .,: " ' '.- '..., .....• , '.": ',:' ::: •.••. ,," .' .:", .,;,':' ", "'~";':":',:".-':".> ::':~::/

n(~('()~11 Irion. ,'Df" fhi~' P:ll~.:vnonn t '~nnshlpr:1ti-Qn',*~'~ 'pIn Inly'..(>.viclenf' .f~(),m'.JI~~
llrO ,"i:-i,ioll s, ,()ff he XatiOlI a ~ X{~iPIHW, find .' TreIl.l1ol?g-t:Po11('.r ~:O.r~a'.ri'i__?-f1tio"JI' ',:lUll'l
l'riorit,i,e,.; .\C:!.ioll of lU.G,I:' w,hieh fJirpcb; Oti'J'P'to>re\"J~'Y(,l1rrent.l~gis}ntion":i:D-d-
n gf,·H~·Ylw:I1(·ti('(':'t Wit h:HH-'."iewofre<,onH~lf'Hding-:~nfl(Jf',~~pl?ping' ' ,: .:. '., , .. ' ..

'''Fc.!r1rral ,,.pat(·nt polidp~ .... Im~('(l ,,1)11 n-nirornl,Ii~iJ)ci111e~.",wb:i.cll'lia:ye
n~, th~:i'~.,c~hjrrt in~the"lln·K(>n·'atioll of In-ePI.lJin~s,for f!>('huo1.jitri<'ai'iJfntlynti:On
:1n(1 the n1IIIIit':i! ion of, I,lro-eednrc>s wh ieh, .wm ('onti.ale ti),:a~'SlJre..·the-fuII
lIse of heneficial tf,,"Cbnologl· to serve thepJJbH(',"

ALTERX ATIYES

Th,ree-mnjor approachc.·s to Go\rprnm(>llt, pate-nt po1i-f'Y' nrf'-a'V~Uilhlp,and ~~1.1 '
thr't'C'flfC> (:llrre-ntly in, usehy various of tbe Agt>rll'ies of the GoYernment aSi
},oint('(loutaljov-~. These are:

J. Rftirt tffhdnthe G01'cnwumJ 13

l"ri'cler.tllis HI,proueh. as (1 ~ondition ofr('(.'eiyin~ a Governmc'ntr(,~f>ar(>h,~ran't
or <'olltraet,)llf' c~J.1trn('toI~w0111d hu,,"(' tOllg-f("'(' to tr:w3fl'r rights ill ni:l inve:n­
tinns ,madeullder tht' contru,f't to the- Go\."('rnmpnt. Til(' GO\"t~rnmpnt'. in" turn;
wouJl1<'itherdietate the illH'ntiulls to the'ImuUe or license tl)t'm ItspJf.
2,: A, cOile-bIN·a ,~c approach

rndeJ;'thi,saiJprou('hindi,·idnal n-gf'nci('~ would RPIpct t'ln'11lltpnt 'clause to he
u~edjn each grant .orcontract on.R ('asp~hy~case l)fi!'>is, and .a~enci(-s would. ,11:'-0
in m:1nY('n-~('Sdelay tIle deterJnlnation i?f whethpr contractors wovh1,rptaJn. r~ghts
until i~ftf'rInyt'ntiom; hn~·eheen identified.D't'pprI(Hng OIl the [~xa('t nllqlne.r . in.
whithth€' 1l0li('J' is frnnwd'thp-rp Inn~~ or Illay not ~enrest1mpUo.u~in favor (>f or
ug:aiu:-:ttlletaklng of title by the> G9vernu-lf'nLI1

:]•. 'PiUe or,jltst'optfr)n to tUle in,.'he .conf,raf'lor

t·nd.(1r't1i,,1:-1: nIlpro~rh, .usn llormn I. rule .<,ontractor!;· or, WfJ, ntees .l\"onhlbe,[tll<l~:e:d-­
tnrptai,lltHle to in'·('Jltion~ mudeunder the.award sl.1hj('-Ct to ~. Go'~ern.tn'l!nt>
li('eu~eh~U '-'rna rch~lll" rights. '

:L~:,·n:t1eI,.~ectl.on 101 (cl ,( 4') of:p.r•. 94"-2~:!;. ..• '
lo!1"\lo;si':'la,llt ....\Hlt,rllPJ" (;.I·IH·ml·.lohll' SI!PIII·l!f'hl. in .• n:1I\'.(l;r-n tlut:' .11.. tH1p,lTl'lp,.;r;o't'~t'nin~nt

npprllndr,hl'his.nI'III"UmuC'e.nf.J-)I;("ellllJf'r' 20.· Ini7. hf'for'f'.tllf' ~f'l('(;'t.C()n)n~it{epon Small
}~llslllf'SS.: r. ~,H.l'nat'f'. statl'lI; ":'flil' (·otllllf·tili,~{".rif;k,to tlu' Jl,llhllc .In trl1n!'ir<,rrln~ tlt!f'to
t-hf', f:IlHtrn,c ti1 t' llHiY 1lf".t.'S'H"('inH~:llkh'whI'N"trl1nsfl'r C'R,rrlfoSn flnYI!f'ro{ f:urthf'.l' ,entrench~
fUl:th,",nlr(·atl.\·,strunl! mllrkf't Ilosltloll~ of nHI;n~"'GO\'f~t'flml"ntcontntctors,"

HThp·Ff>llf'ral··.XO-flllllc-.lf-'ur ··En,I.·rt;y. Hl'l'H'l1rdl nn~'Df"·('htflnWT!t,.\r.:t.of. 1!l74:' (~~'·l.~.C.
fJ::IO)'s 111l:,(':Xlllll/,Ie- ofs1wh II liP rtlllch. , It [lla(·t"~ ,the llresllm(ltionin fu,'or.ofthe--G:9:n'rn.
nwnFs InklnA' lit l·.h~lt gch'PII l:.!{l);\ {n,IH\' IlOBI ("On~I,u~'rnhlellf•.dhllit."IOfh'l~hll~'Qth('n\'is+'l'
d(,W'Jldln~. ouEltD.\·s(',nlllllllillll.IIJ II ":trIPI)'.of factor'S. J,n.tPIlHtr. this fxpe'f,tr,llpprnndl.
Wllieh.l'Ulnednllll r(')tr,·sfO-nt!:l.IInlld,Hl··Jl:t'llunlh IRnat: n l',nl(nr'll 11OU("~· Iltl1'Il.J'ilnc~n.,l:..n(".v
l,raf"tt("(.~ ,,-Jll ",ur.r coll l5ldt.'rnhlj-· dlO'l.lt'lltlIU g ott ,the prcdJlectll~u~of ngt.·llcJ-'"o.l~leln18 IU"o.l\"ed
. n tbe ~roc.elis; . .... . , .. > :"'.
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Th'e."l~lP:.tCt wh,icil t]I.Pk~'Nlf~J!1rrUf~'p.oli~Ie'~ 'w~u~d, hnv~' o~' (1') ·c9m'p('Uflb,~.
(2)lnn.0\~.aHon,. t;JJ .rn)b~ic llf>t1UII,. (4)p~,(mOtjliegrO\"Vtll'lln(}, jol~~.(r.) ,f<trehm
(;(lll\I.I~t.iJioJl', (tl)('().1l t ra~tot.:part ie'Ipat,lnJ).:',lln4. ",< ,(-J "n,Il(] , 'aclmini'!'itraU,re; ,cci~ts
Pllt tlil~(l,tly;~tlH' ,jHlHeY,lTre;i IQ.p.(JrJs(rlt ',to't,h(>i-r' n,~f',1'~~fo;m('nt:-8e,v.4?ral ,of, ~,'hnt (tre
<:onshlerf;d· to lte Ute.ll}Qst jmp?r~~tlto,~~h~~e'fllctorsWill hotbecOnsidered~

Bt,PA,CTOF 'rATENT'POt.I:CY.O~'co~rPEtrtlON

18Ihlrl. RN,ulrks ,h)· As::-:i$tnnt At,torn("yGf'nernl John Sbf'nt"fielrl bf;'forf' Sf'le('t Committee
on~IIl:dl HU:-:l'Uf·';S. 1"Il~l'll;1

111 For (>:-':fllllll!~., AIlr.llr:ll Hl('ko\"pr. n ,11>;'llllnc p-rnpo:nflont o~ thpfHI".I-n-tll(>-GMf'riinlf',ht,
fifll)toct'h.lnhls st:lt('mentuf IIN'!'lllh'>r 19. l!tjj. hf'forp till' ~plf'ct Committf'l' on Hnml!
Hm:hJ('~S. r$. :-::PllaH·ln !111MtfoHhll!: till> .\"i:::dolHOf allowhl~ f"O·ntrnl'tors tn rf'tnln ril:hf~

loitntpd, "Shwe: l:II'J.:"I· ('orltottltiHIJ~J.:""( thl' major I'hure, of GO\"f'rI1mi'nt cnnlr:H:t~. nwy
wllu!11 1,(-' the Orlf!sto IJl'lll'lIt the 1Il0,;t from sudln {)r:lCt\('I~.".Lntpt, hI' dnlU1>l. "Sm:tU
hll:-:llH'lis,fut its own 'Hh·:llltn~"'.l'hollld Iw 1lI-:":Iln~tnJ:"hpltwny IIntpntpoll<,y. Tlw ~n:-;t
)IT0l'utl Ion of Gon,nmlt'J:l bllSinl'ssJ!',esto IHr~(' f"IHltqlctori'.._ .. 'Itth~ rlg-htsto. Gm-f'!'"ll·
nWllt financ(>lll rl \·t>lltlolls llrf'j.:h'pn :1:'o\"n.\· to contrnctorR. th.1." Gn\"erll-m~nr it!<I'lf :wlll· hf'
pfomntlnl!.thf· blll('('ntrlitioll of (',('OJlIlII,lkp0\\"PT Itl tlH> hanlls of nf"w lnr~(> ('onc:llllnf'rnrp!l-:'

~'J 'l'll!>~Sl--' ~Hr\"l'\"S oJ l"eiPlIl.'pHf'sOIIJPI'lo; RI'rlf'!l, SSPT7..;.;301, Yol.X:'\S,"Pf'llf'rnl
Fnncls fill' .H"Sj',IH·('h .• f)l'n~l()illHt'nt, lInll·ollll'r S.df'lltUk. Af'th~Hlps." f>!ltimnt<,s"that. Ollt o't
n total I·'el!eTlllinlflg-pt {or h:lSk; npfll1p1l,. flIl(ldf'l"('lopm4'ntnl('~trnmnrnl rf'SP!IT('h lntl~:rnl

;\'I>nr,' If)';j()f$1·i,4~.,{ .hilllon,;lH:T1Pr('l·nt }\'n~ ,pf'rJllrmNI, by n,lJiYl':r~ItI"H n,nllnth~r no~ln­
(lll.-i'ftlalpf'~for·OlP.r.z::; ~\lHl in thp.:mh,::,rf'll~ of hnsletlllf),1l.Pld!Pfl ,l"l'sp'-nrrh th(>-It)lllll'ltrl(ll
s~llre w.llHonl.r' nrQund. one.th:lrd. TI,lel;l!8.fnth;U:cs· tlo:,not,bo.we\"f"r; rlroTide any'brf'akdown
hl''tWN',1l the tYpf':I (,)rimJu,~trllll pprtl"nll.·rtl.. i.f>,;'W~Ii\t..Jlj>.r(·l"IHn~r. Wl'fP .. i'mnll. hlISi~~1'8"fI.
A r(>('ent l1raftHtllllyh\". the Olfice:oJ. ,F~df'TnlProC"url"IJi(illtPj)Uf'\' fin,1!l fhll.t In fi!>C:ll~' yPJ,r
Iflj"5', j;8!,wrcl'nt o't l':f'derlll, It.-, &. D. nwnhlJ'lllJ Indtlstr~·f.r"oni ,~najor Ilg~Jl(·lpsw(>.nt'to,
smtiH busiDeg;s.~ Ho:.weoyer, thts study covers ,only prlrnec-ontr:J,C,tRtl',nll dops: not JmUc,:rte
t1uol'Pt\·('utl!.L;'e ·o.f.JlrlnW l.'ulltrnc{s,tb .111tJ;P ,f'lrh1~'tl1!) t Wf're ~lIh('(lntrn'(·tpd tQp.mnl1f.lr,mlO::.
It WOll!f~, ~1~of'.l!em·.unHk~lrthllt'llll,ofthe 'uon;:cm:dl .hll!<lnf'R~,JJllI11:-l:trinI . firm~df)fntn:n,te:
or ('untrol n :->ubsrantllll~bllrJ" ()f'flJI'Ir t"llmrpprdnl m-nrk-e-t.>I-.. 'Hf'Il('f','llt n mlninlum.' a.foll",l
~'!i Jwr('('nt .of· !-"pl!e-r:\If-xtramnrnJR.& D.I!! p('rforll~p.d 1:1:)". Fmnll bU~lnE's!'l'lndn(}ntnllus~
tI:lnl Ins,tltlltiol~~.,Thll!;"ltwould ,hI> rrln;:ct :unllkely tbnt,uomln,flnt firllls nCltltllly: Tf"(~(+V,+)
e\"enhal: of the ,tc;tnlH. &.1). f'xtruniumth,luIl-:"et, ... ' ','''' ~":"!i.~';

~ ~f'f' thl',W'p!tkJ10:wn "RllIo~"'Cn~(' H;:.~.. ,y•.. ~\l~t~ornohllp :Unt:lll.fat:''tllr&r!'i Af:Aor:lntfoni
Cl.rll .. ~o" t:lO-i,i)',lWC . (C.n. Cat )HG9).)nnd the cotnpln.lntfiJ:n,IJl:-:t,.· ,thf'41"Yl"8.r,Jlo-(lHn~
nrrnng'pment In the: I\lrern,ftinrluf':trY:/l T ;~. '\". ')fnnuJ:wtllTf'r;sAlrt'mH . A!lj':oC"l;'ltl()n,~!i
Tr.nu_"J{eg';Rep. p8rn~ 45.0:72:(R~,N·..y-.lf)72)). Itwolild R:p,J}E'-artbtl,t l"f'Qulr.ed' non(':r:ehI~h-:e.
U('pnsin~. orllnfll'\~Hllr\·d.tf('hnolol;,}'rel:lulh;: In 11 "S'o\""ernmeut pu-te-ut IHJol.", w,itu.the su,me'
nf'gllt!ve effect:upon Jnno:rlJ,tlon. . .
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::Wh~ tever,mayb~ th¢'e:t'nct-"dif~lriblitYJI} -of the:-:Rhilree,'offnteTiHhn~ 'm~.~·e:l1n­
:d~~- GO\·eI'lH~_entcon_tractsllnclgran~s~,.jnthe (,ll!';,~'(lf tho~~in,'r('nti()nR~tllafl(>-hy
(lQ[flln~]lt~,:tlils,on~, ',·o~ld:flU~".'~h.at-i'll t lIe V'a~,t. II1njo~it~' Of(',",?:~R,lll{)Re,~ilns!"l}f.l;
"f;ition,H\rqnlfJ P9t. b~ nffe'ct~9-yj-:5-n-~v}~oth(',rL ..~.· ,t1.rl.tls"h~ Jhed~spo~ition ·'ofi'iJ:.hts
1,n,t.1J~irhB:(':,~t.i~Hs~~jntenb~.wopld_I1rol',flll~Fh~'fnll,n,d ,t'9hE.'- of Tlri'lhr:,(~~_nseqUlmce
i,t1t.11~-,ml1intt~tln)lee:of,d()JrJitln~lc~:-_hl',~~~Jrind~l~tr.les(altholl~h Jn ,R,o,m~ ,c~}:eHtlwy
mas, JUlye,l;e~n'all_,'J~po~~_nntfnctQr-hJl~e',~nl'lygrowtjlof,tllc,'flpwt ),:;'>,

}n lllost, C~lS~$.StlI~ri~r}i~n~:¢ial:~~:spur:ces;,.~0rt{J~feR'Ofs~a:Ie" -8.c.ce~~ t():re­
~?1,1r~ef;,. ,8pd', :,Yeil;;d~YeloFed,.rnRr,~~et,lng:aryd .dI},tfil!utlon'sy~t(>:rn~,will ,~e' f()ll~d', or
1~1U5h" lIloreCO?Sequ~llce,tothemaintel)an'te,()f'd(jll1~n::1Jitfirrll~·~lar,ketpo'AiHon.
Th'e~e ~re,,the.factqr~ tb~lt"pr~\'eut"Ilfil~",firwsfroll)',~nt~ripg th,~: }pq,J:ket.~fm~.:
\yhkh, :presep~, .8rn'ilHer ~~lIlS, ~rmil'. ~.trectiyely:~o,mp~t,i,~H"afld Jllcr~a~iii.~ tlitdi
R~a:~e.oftIle Jnurket.J:1"eJl: ift:h:e ,~,o:~ernfl)erlttqp}{:;tiil~toi~v,e::ntions'9f:,(~OD)iI1n,Irt
firm:", ,'~:e. ,lleIJe\·e' tha't, in" ,mosf' t~~se$', Ul'e·,f~<;.th,rs· J:IstNl, nho.v~,,,·~uld,,Pt'~\',~n.t
f;nlullgr, •tlrm,~ ftommn~ili~.nn.y.'effe~UV~' use p~'t~~,ln\'ent-ions,:91e::gre~t:'~nJk'ot
.whf~h~ ,in-allY c"ls(!,nl"e~.e:I~ly)xlfnor', j:mp;I'nye~lent~on'~~jsting techpo~'Og';Y',con.•
trolledb}":tl~eJn:ve:~ting·,firnis. ,.":',,' .. ,':. ,.' .::, ",,-:: ""'" ' .::,.' ," ,: <"':' "..--'

C?nv-ersely•. '~mn 11.tll"I~S :d.?not,enjni·.t9'e .1l.il':.l\n;tng;e~'cl~fl.Cril,)cd' ,n.~oYe;'Fh.r, .!:Inch
1ir~~.,'pa.tent. ,Jlro~:e<'tion.·, is,. n .m~I(·h Jn~{e :sjJ;n.i..ficiI,11t ..to~I .. _::'~~heTi. nfHl:a:Jl~,J,',iiJ·~
Wftk,~~,a ,iH~\,,"~.Jn ,"entJon',thllt'ba~' t,lW ". ~6~eflN~1:·.-·oJ_', bt>lri*·.. ,d,ey'pl,ol~d:' l~~.t,()',,,,:~ .. :,ller':
prod.net .,\~hl~h:m,ht?t: ine~{"a.se. thnt, fiJ·J~·~".*b.~~~.o',f ,.t:h~,:~_ ..~~e~~.. t'!~t;~Il;t:;'VI'.ore~'~Ji?n
b}n,Y\,b~ tl~~::.on-1Y" .def('~~e,. tll::it' t~~t :~,:rnl-;'hns ,to" .Jlt~·Y~n:t>'l~t~eritirrn:s,f-rqu;t::::llf1'der.,
cllttJn:g., i_~smaFkft.'":Wi:th.out· .pa~ent. pro.tee"tioOT1",'Jn-J;"ge~:ftrlns'. coul<l;' "b~~ai~e':'~f:t~e
mlyantng~R .noted '.':"1 b'0\~,e) _t~n4erCtlt .aTJ~~'rnnI"lt~t de\'el?.fl~d hy. U,e, smnJler:.:ti:nns.

. Thus i t 'fiIlP~Jlrsth,atn t,itle~in~t~le~Go\~ernnl~nt:Jlo~Jcf'~\ilI)laY.e,·~.~.mo~'t,n',mrir7
glnn1- ...effect .011. theni.arket· ,po,~~Bon"of. Jl~.~e:ndY7(lomin:tnt,,:fi.~~~~',b~'lt,t~a ~:.it-'.'\Y,.iH·
almost .'sure.i~"',:'d~'s,tr()Yth,e'c.oII~Jieti.nPll·.. t~nt .'_~lghtre,,~Ult, t.~8JU smal.te~, ~r;lll~ :d~"
\"elo,Ili·ng inycnt'i()nscom,ingoutof:Goyerrim('nt\ynr~ ... ,c' ... ' ...•. " '... '. ,~-~":"::,'::-':,

The're i~,another n?'l~ol; sJlOrtp).lnlil~g with th~,propo~tti,ohth.nttnldngHtle from
domhmntfirrns wiU allow otller firms t~l-lSe, ~he, h!vent1'ms'~oas to inerensecorn­
I)et,ition.. l i1rst, it see~ns 'likelythutthe,.ril1,UrueIof ,inyellt,~.()ns, reported to the
Government would dec~euse if 'cOIitradors,~~r:.uo'n(l\'~l1JtA'g'~' to' reportin~. them,
Second. it. is unclear justllow .o(her .. firl~s,Y'..:()ulcl learn ~['thosetn,Yentionsthat
were reported. T;rpi('u·lly,· invention rep?rtsco~¢.in· a~scp~l"nte i~('rn$ oradrlen­
do-ms to l'rogrc;,;s repQrts. X~rdoes there appear to he 'any systema·ticpubUcn­
tion of. r('llodNl .in \"en tiOIl~.per se.lJy the G.OYCrnDlent.f;llldeyen. if ·there were
it I!{ duu~tflll that this wonld. he.aneff~ctI\'"e·me:lns of.achieYin~te-chnology
transfer of-8peciHe iuventions.The: (:los~st,:wpr()l,lChCUl~rpntlY,available',. is the
NTIS puhlicnOon of,Govermnent-o\vned inventions nYnihIJ)I~.·fbr·licensjng;How­
eyer.puhli<'ntion, unle!'s it'Js comhinedwith other technifJ~tes, is not. r:enll)" ..~
pnrtkutarlyeffective way ot alerting nnd 'intcrestingcommerdirl tinH~ in iuven-'
tioIlR ({'yeli if' onf' nssumessuch finn~would'be'willing to. invest withput,ex­
dn~i\'erights). Then too~su('hpublicnti(Jnsen"es to mtli.:e foreign firms Ilnd
countries nwn·re of the technnlo~U:lldbeeatlSeoftherelntionshipan,d coopera­
tion het~eeTlcertnin.go\"ernments ill forelg-nc·ou:ntrie:-;nnd,. firms withfnthat
cOl\nfry,-:-cornrmtition. from!:;l1CllforeIgn .·sonrc~ 'b:lsed,on the technology published
eonId ..fnl"tberIlClVel"lielr:;tffe~ttl)ebfi.1~,nce, of trn-tie., ... ... . ... . ..

NQ:twltllsthnding th~ l1~e'of cntc-b.w('~ds'8ncll.us.."p.nt~ntgl'te-awnY"1 "windfall"
nnCl, ,t,herpost nwea1ing, to the: uninf0I'm~d".·'~tlU.t:theGo,"ernll1ent.·paYSfOr'it
,8!t0uld,.o",rl" by Ul~proponellt8.ot,titl~fn~tl1e,,{~o:t'eruUleltt;.tll'ere,is ntjh~I"(le\"i­
denc.e to .EtlOW thht, tlie ;'title·' IlQHcy l"esplts"i~the t-rail$t('rof .any,appr;eeiI~hle

"ulllount ott~lm'ol0S'Y.tor tli~J)U1J,Ii:cbep~fl~.,'Qntte to. t,be-:contra ry; t~ere'is.8tJ;"qDg
eVin?JICeo1. the.'poor utHizat~'()U.Of:~h~techll()lo.gy.. f;lt.~overnment~owned,p1l.t~n:,~~,:;r

'l'lle,iiUe-'-lTI,~the-G()vernment:~'licy.r~~~ts::o~t,-{lf·hancl th,~:nee<1 .. 1'or ,.the.vut~n t
,iIu::eJltlv,~ iJltb~ .IZ(ln:t:r:tctor .y~, allsituationSRlld also, 'rE:")('Cts t'{)ntinuit1~'J?UrU~i~
p::ltlo~ hy theLlv~~riga.tor.inveritor~1l:tl:imper~,ti\"eeonsidera,t-.ion'vitl1uni~~~r~lh:­
c:e:iiernte(lInventions Which,tcud:tri:be,enihry.oni~.in .natnt:e nne 'which almost a'l­
l\·ny~,~quireadditlonnlext(jn~:f.,~e'd.(>·velopment.: .. ' ..;:' .. '.. . ..... '... :

'The,:e<:0nomlc,b'ealthof the D11.tj9n.i ,long-tcr.neeon()rnie,irowtb. ~nd tbe,n#:ii~~
ten,anse '~fGOD:1_petitfGnismuch,'!)!r"re dei>endent-on stl t1l,ulfltiu~,rhe hltrodncti()n
ofn,ewrro~lhets n,Udt.~:~nologiesJhllnit ,i~ oli ensurhj.g ronximumcom'.poetiUo:n
JJl the~~nuf!J'cture and sn,leot a gi',ren product.

"Iblcl.nesum~otu;s. TecbuQloty:PoUc1ea (~ote.8).
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, On balance. it must be concluded tbat n t1t1e-ln·the·Government pntcnt policy
wo.uld prove anthcoDipetitive as COnll)ared toth~UtJeor firstopU.on: iriJ4e: co~'"
trador policy. '

T,RE IMPA(.-'T OF'PATE:-.i,T POLICY O$'J~~.OV:A.T.-IO:N

A,t 't-he'__o~ts-e'tit i~' tl>.'he 'nnde:rstn~d"thn:t .innOY~tI6n~,~ans 'Cth:e c6n¥e'~[().n ot'l~,~'
yetjt.iofls,ml1de:ry-ittt: Government, :sllPport .tp c(Jm~crciJll_oP,rOc1ll('ts,'and m7oePRseS.
Th~;fOU6,"~jn.~ ',:t~1l1a-rk8nreto Lfecoflsidere,4, in (soln,tjoll frOt?- .the 'colll"j')etidcHl
()b~~Ji\"e~js.cBsRed' ~~f()r.e.nnu4re jnteHdl.>d·to,:~dd,ress"fJ.nrll wn,eql~r-tl~,ec,hnnce-s
.Q~. in:v¢·nti9n·.·.·I~eing,de,veloped byanyo'ne, ·wfU·.be..··en:h:8;n~ed{;I"·dh:plriis4~<l· by' <?pe
polley or tbe otber. ' , "

It'S,hOl-lId', also ;1m .clenrly-, llndpI"~t()()di': thtl:tm~,I1Y:!rIt('nth),~s~:,: .U'!at :n:~ ~FP[KfTt~d:
tind~r.p,O\~~rn-mei1t:~,rn'lltq.·,nnde()ntr~:ct-sni"~:llY~:Pro<l11~tS.:{},f:the.r~S{t~~c·J:theirr~'8t.1J'-;
pOrtecd.·TJils; 1.8.',~erfui nl,rtrn~ Qf.aln~.o.st"W~·'liuH~ersl (y. ':In:~,~:utious::':~I:~,Hilrl>,,,y~rr'
J"at~ly..d~f:ltQe Gov~tJlmel1t' sUJ,)port,..rf!serirch .·afJ~',:dev'~_I~l)l:Il~n~'t,(),f,l'ferl~i:D:t,;W:ll-er~
agi\'"~n, pn)'~uct .fJ1t~nd~d .. for .,th~,co:mrner~i-S\~,m~'Tket,:J)n~',~e.it:':r>#ot~ri""l!!:Otb
technlc.al1,~·npdeeollomienUy' fen-sihl~:s6 thn~ prh·,ilte'~f·~:~,"~V~lll(t:~l~W rn'V~~tqlrnt
til, th~ mllnut¥ct~tre:antl'.ni~,rket1ng ,of .tIre "pr()(lp,ct"lgi.: r~rt~~,~ir':·l,i~,l;i~-'~¢f~·.. "~\nd
~,,~e~, '~:b~rea,.G~,,·ernmen,t'coutrae~ ,4f;:~s':1~a:ve' Uii~"QIj~,~tfYftr:rntl?~.:P(':t1Ji:~:'JtiYe'tf:~
tjo~s :'.report~l\1ml~r, thnt:contrll~t,nmy:,stnl' l.ie,"~y~pi(j~f!(1't$'·:f?f-tl;f~,res{m.t~Jl::o:r
ma-Y:J~a,v,f:!:,poteptia-l"u~es in .. nr('n~ Ii9t,.twlng tested;.p:r~~th~,,~?'r:~,rilet1t,.. Illt,bn~e
f~n:- ·~nses:·whe:r~,th~ 'Government .. Is.·.sl~prl()rtl:Ult. f-\illdeV~i9P~,ent:,i'I.r~'S,llPpo,r;ting­
agency. S110uld,h~v,ethe discretion tv'~se a <Jete-rred d~i,er#Ii~~tion.-'or: other. mOre
'restrI,ctive', patent ,cIause. .... ,.: : ,"'i':'.' '. -'.' . ..' .

-Giv:enille,.~act that. t-Ile .vast· mujnrlty'-of 'Go\·~r-nme!~t~shpport~d;io,ve,ntiO,iiflh,a t,~
not,b~n'de\~elf)pe(~lWr:ond the lahdrntorystll.f:'e,nnd ,will not be,tlH~OlI1tJlGovern,.
me.nLsupp<>rt, it. should heobvions thntsubs~.a-ntinl:,prl·vnte,inv('st-nwnt wi'll I'l~
ne-e,d-~ tQ uring"the IuyentioD. to-the mar~et.~·'.'l:'bi~~s,partigp~IHI,yt:nJ~,tylth ~Fg{!Td

to ,hITen tlon:;;.m~dc·atunIversl ties .~lndel" G9Yer:n:~entfun:Cli:h'~' a ndit fS,·telatiyely
nlr~ .f0J"'--1~ fl,rIrl:~() be ''f'l,Hling t()i nypst 'inthedevelopmerit ,ofal~lliversi ty,iu:veu tion
";·lthQut.lleing ~fforded, sante (·xdusi,v.ity,"

Sim,il~rlr,. inlhel~:-.;:e of, in\·entIonsmnde,d1re:~tlyby'~mnl1er: firm~eY'jdf'r
Gon),rnment contr~cts or subcontracts, it is diffieuH to helie\·ethnt sne~ ,rmf;
'WonJd nor:lnllUy be, \vil1in~ to invest iuthefurtherdevelopmetl't af'theiilvention .
without ~om~ex('l-lH~iYerights. -

In the ~a~e'of. lnrger'firms the impnd of the GO'r'{>-rmll€'nt.'s obt'nfningpatent
Til:ht.s fo their: inYcntlonsis, le~s clear. It i~ ('('rt~inly indi~pntable that nInny
firms•. e:-;pccinllylnccrtuin industries. would, not inyest :withontexclusiye ri:::hts.
nIl,(1:upillwr wouJd {lny oth('r firms·,,,!.th t1ie,possl~)l,e C1i:cf:>ptIon .of.cettrtin foreiJ:'TI
ti'rms thnt pnjoy stnte-sllppOr-t{"(1 ,m'on()polies'(ha\,j~g'noth:iIlt-tn'do witb p:lte~lts}

in Hwir hOAle mnr~:ets. 01) the other hand, there wO~ldundoilht~dlttwsf)m~ ('a~el-l

Whf'l} Jnn~e-r tirms wouldv.'ork their inYent'ionse\~enwit40utexc:lush'eri~ht~,

MJnor iQlprorements .mi~ht .be inte~rnted· intoon.J::"Oin~,·pr()dll('t···.H,n~R..,or npw.
J)rofludsmightbe develonedby 11lrgerfirrns where the rnarketp<>tentlalwns
clE'ar. ....,......... .,'... '. . .'. ,.",

Th.e ('oncll~~ion. tbnt_l('aYIn~ title In contractQI'"S is rnuc-h mnrE'.l~kely. t~ ,~e;.£l1lt

,in,,~{,oln~1H'n::inllzati'onthnl1 Is theGo\'ernJlent'~tnkhig:otitIe Is supportedlly'
the dahl :dcye]?pp;d tylIllrhrh:l~e 110u~e, Inc'. iIi, its: 19tJS.,$t11d)~.:lSli'or. e::xampJp~
Hn.r,h~i<1;:e-'I-l,Oll~ee:x'flmlned nil. G()\'('M:1meIl~~S\1pport~,tn.~,~ef.ltlonspnte,ntE:'(l in'
In:;7- nndlnQ~,.Of nUthcfnn">nllonsllfH,i7Adlnthis ~'r-0U.ll. tbeyf()un,d. ~h,IJt:the
.,-'onVnctor :,hplcl title, to 203 .and· the"GO\·e'fI1f!1f'rit-- toT,}" the f(lt·nl ,sn,rnpl(".th~

~O\·e.rllUleut ,he-1dtH:Ie: tonrollud '2·;-% of the, in\·E'rlt~pn~,. fI'hl' J1llrbrldg:e .Hotl,~~
,lHmly~is indicat,c::l that nU othf'r th~.Tlgs'efJunl;n"fi.~Ip.,yith',t~tl~,.ls,nliout ,t\\'Ic,e'
as Jik.(>lS,ris· It --firm Withtlut . tItle 'to .('oD1tp.,ercin1izclln u\'rntIon" ,,'Jt,,::,~nI!,.,nl'~~
b€". n()('um(>Ilt{'~t' tn,at In ~heo\erwh~lrulrJ1!.nllmbp,~?f.~n~t3-1l("~~~,i.nwhI(·1111m\·f':~~

~IHf'~ hn\~eobtailled IIrt>IIc)"s for thejr fnrentions 'llO:H;I"e('ln('utcould,bnly he
("on~ummnt(Jdonullexclm( ~ e hnsi~._.·. . -

ItthtlH seCri~sdpnt thof t~H~ r(>,su.1.t~,(;ifh,e-G()r,el'nD1.(.rltk-ffriip';,tlt1,~will:.ll.(>, 19 Jlf'~
terJIlYesltu('llt'. (i'nnOYl1 tiOI):) hl!:;Orq-e,ClJ~(>s. find tohll \"(>, It ~(Olltn:rlpffN::~:: ill othf'r~.
The. 9n1yq,UfJ:sUpll,. ~1H1 t· reznninSc i~ ·~·~{'tll('r .. thf,s11?ight,l)f'Cfluntgrh?:llll1t;'J,l,hy
s0"1e ,1ar~~r.llrmg :usin'g their pn tent. ri~h~s to suppress or def:e~ ·the(}C\',~X~_p.nle.r1~\_

'~·u_'s:,.Ptlnel':on :'InT~nUon8 "and' ,lono,:.1I, tio'Il'S.· .·~;';l'echnoJb~f~,l',rnnov~H.oQ·: ..·,¢~\",l~,lim.'fP,t
and '~fnm~J:~ro('~t,.,Pfl.·~-,,f.,rGo':t'rfl}f'ntprin'Un,~':omtf';.Jnri:qn,ql!lfln.... . ,". . ,

~~f'e'J~('ro.rt 'fir Jhe:'Hnft'..rflJty l)At(>nt~otlcyad. hoe, 'SU~C'Olt).ID~tt,ee, ·.A'pp~ndl~~, '~.epon:'on Go-.rprn:rn.N1t PAtent Pollcyr,eterredto ",.t>:ove:,.' " .
. DINd~ 'O'ote'9.).

4. oy_.T."I':.._ "1Q ._ ':'·1·.t
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uf"inn"l1H()n~ that otherg mi~ht .hq.~·e -lJe{>n:_,:wnlln,~ to'l~\"('lo:n:hh,'(1::fb<, n?\'~rn~
mf."ut lIeldtiOe;,Bxperiel1ce- ill(1icllte-~ that -~W(,!l, .feursn re' l:rtg:el!t~·..urlf~lillded:IlId
thflt.ln uny enl';€.";,e\"en if, tlleGO~~ernrp.enthe:t(~tiUe; the likeHliOn(l_~i:~Qt:hpI"fIrm~
d(,vE'loIfil1~" mostiuyentiOIlS -~\,ould, be' -!-:mall :V.~it~lQ'Ut sou:leexdu:-:l:\~:e'j~,j~ht$._, ~ t
would ~:~lU that' the·Go\'erllme·ntw()Uld,hn\~etf)d,o_~or.e'than me.r~lY_ tilk('o' titl("~

It 'voulclin hun,hl. mOKt ('a~~ hu\'e to 1!rnI1t~omecll,ee,lsf' llnexchl5ih·,e·1iC£tII:"P.
I~ntitconhl heagl~edwhnt adYnllta.EH'~lH~re1~ t? '~oJn~ thr~Hlgh tlU': ;('0,:4 nnd
('(Tort of 'fo>llChnn exelllf'iYe' iicen~ing'effortflsc,'liPo~edto nU()\vfngthe hl\'~ntiHg'
e'Hltrfif.·for.' who, is Int, iUla~f.h·~<lmJlinr' wUb tbe i!wcnti(Hl to retain,' riqhtswith
flpllropoate llUlrdi.'·illl)royisiolls Hno work ;:3 'done on the iuy'ention to,.(·olllm('-r~

ciflHzeit?
}<~Hr':l \"nr!pty or prnctif-nl t:<,n~OiF~. it \\,ol1'1dlIIUl. mif'ttnk<> to hpllp\p ~lHit n tit1e~

in-the-GoH'rlllUentli('PIlr-;inJ: npTlfflH('h' ('ol1ld 11(> as (,ff(,(·t in~ in ,prolnotil1~utiliza­

ti01I HS lp:nln~ titll?·in:-:<'olltra<'tnr,~.,Fir~t.ns mentioned prl'viotlsIS. II title-in-the
(ion~rnlllpnt nllproachlllightelimillatl' th(' iTl(ONltiv<" for, flUl.II)"g-rnnte('fot nnd cnn~

tractors 10 n'IHlrtim-euti{lUf4; III thp'(";l:".('(lf,thpunho~rf.';ity ('omnHlUity it is tfH'
prindJlul in')~s.tigato.r._Who,no,rma llyll;tarts ,tlreprO('('s~ ",J:P.Clyl ng hy ,hletlti-f.\"ill~

in\"elltion~, Sirleel'ublicationonml n,ot palentH, ar~ critical to tlIP pur(>erfL()f unj·
n.'t"sity in,'estigntors nUluy:nrenot motIvat~dt:o~e:northwention~.~.~l-owev{"rothi~

('anhp O\·{'rconwhyng'J.,;r{'~~iYepr(lgranlHlltthe,mh~("r~ity to imlm'(" I"('IlOrfinp;,
eSlipcinl1yllynn active' HCE'n::-ing prOl:rnm.· tlla t ~fft~r~. 8H1JW .pos~ihility oftilla neial
reward forl'h~ inv(:,lltor.~n('hincellH,"{,l"lto theiuvf'll.tor arE' ('omplt'tE.'ly lost wh€'11
the- Gov(>l'nmftnt HlltntnaticaHytnk('~tiHe~'Vithlrlhp husines~~e~tor.a$imilar
(f{,(or.e:is(·i n "l'pp<.lI'tingmight 'I't':-llllt.·.O ltl\~ll~h.llrqh.ahly. f?rdHTe'r('lltre:a~on:-;.

S(>('OIHU,'..the (";n~·(>rn:nlf'.ilt.,woulcl he" fn{'NL,.\'"y,itlr...nn PJJOrrpOllR inrl'Nu=-e in
\Y'orldond.;· Forexl1.mple,un<1er',ll title:-:in-thp-GoX'ernlllpnt appro1lehno.n W?l'l~d
he: [.leNl \Ylthi"omel;~)-~;;,l){)~iIYentio1Uia yetll' qn·whi,dl n df:'Cision '.would lla'l;e
toheIUn(le('oncerni~lg t-he"'filIIlJ;?f 111~1~ntl'..lf ,POp,cfllltinll(><! to hns~ that ,dc­
cisio:,?:~olelY on.':I~t~.ntlnl, .Il?-ilif~-rf.:H}p:l~e:lHPIlH.• ,:,iroUghtJO .he oh\".i(}u~. Jh,at
1)3 tent:aVllll('ut h':I1.$.:'y~rlU, 'Il'otUl<filt;d' PIla/r,lllmi)e,t:of fmoenHnoi". thr.t- hR\·(\{'om~.
w('t(oial';pot~ntf~llJut ·B.ot ~i.Utarypot~pt-iaL1'he.rerore.:.if,one .. 1sto. hnnestly
ilrgue...·that, a tI'rlf)-i,n~the·Go\:e·rllIlI('nt .approilc't.·. wiJr'.~lrt.' :l1a\~e,. nE:'gat1y~.. ' i,n1Pl1~J~
·on. i.nnotatt~H~' o,nemtl~t,.i~--pr11pe-reil,to',sn,:r tli~t" J)(}l). nnd otl1e,rn~~nel~~:UUlgt

~~.t1:::.1ryyentJQn·;iU~(~I?:'mres"f()T:'..·~()Jnlll~r~i~tn.:PHli,<';~t-iQn.a ,,-ta~'~ ,\\~hh'h' i~ now
~.~W~J)r,I)~ll)':CJ(~t1fpict~r~,'~·,IIo.:Juty~ P,l~ .. ~nl.J0r~l,t.tlityto· '('IN·t .. rjA"h·t~·· .. (·L~, ... n.fir-~t.
(lntlpIl ..9n,r:i,g~lt~l; ..tp...1nrenti~!1;~) .'1IQ\yeynr·i ·' ~~l~t'.,~-mt.l,d" .require a 'Sllhsta n tinl
i n~r~~:,sr,- In .,:11(1),. $t,~tr, a~"d~:.-r:~~ql.!-rc(,s.<le \~()r-¢(l'.'J (l '·,*1..(-h. t :l'~k,o

:"l;ft {iIIp,Usat£,, t h~·~.tr~r.t ~:ll(),W,,:~~lit('~.ti\k t:>u "I:IS :':Inn i,1 ,".,'CO!l.tr;l'.Cl().t~:'~'nd:l\ UlIlnh"pr, ()t
lrJli\~e:r:~ i t i C'!-:, .'N le:_Qr,~:e,rJ]111('r{, ,~1~{',1~f;1 ('~. \rf\l!J~~ ·1~Ji'"~~;t<!,:1)r.J~.t./?,pO.'r~(l' ('fl. 'd i~u~,~'; th~
J'llY~II q,911S ;\\",1.t11 :'"1l.10 iujlsincl \~*'t ,r-(Hl ;f>X'llCrt ~.;:,t?~.NIn :l.~at~nt s(>~r'(~rrfs~' :~ll}d, t,(), ,11n der·
tllke.:.0;.~l~11~ll1l1,JJnl,a:l'llH.illl~:,,of:,i=-opllji"( l{'nt~li· "rna,rk~t and·. '.tff'hn{),~O~,Y.~ll;l~¥sis· .t ha t
is:h('j'~!Hlth()i rnclrnl:\l,"niifjRi"Its' ~9HI ~,n~l:lhni ties,o',.<, , .,0',' ',c'"

r~J-iI'(l1Y~.GII.\·(~rmll('tlt l(Ct'n~i,I,Hr",~·,n~(irt$: "".in ·,:}("'llflI,lll(l'l'{'d·'hj' '. th(·:,:,f.~('t tl~~l t-H~
Gn,o~'r)lmpn t .win '.' not ..11ay~.,~\'1~11 il.W.t:':ft)::i t:.th,~;,p~:I'''''rU~e .1l'Jid ·;k~10~,~~.I,IO\yof .'lhe
i.I~'O(~nf;Clr:, .[Ill {! flIp t C'~l,lfli,l-nl·t ('I~lt I :~h~, t<'(11.trCi~!(t{l;tlle.:'l, 11~,~~.nt10lt,~ife1',~~~'~Ul"p3t't'nt .
lk('l1si:ll.~ nftt;n. r~.~lllir{'~.tra'l~fpr ;of tnq~~,ili;,ttt-.a·.bar~~},.,f'ijCf-h·~{t\f¢llt,~A:;r~~'
Ulvn t~ .·to. prov i/~('. t('Chn,ic~J..n,~,~b.;t nnt'i~'IllftY',he .'t"~'fr':lir('d~-lli'dl' ",tli~),~-n'(~,~'.(",r~lI,llent
c~lnJd, 'not '(lff'.:'1·.~ ~In rl}o\O(~r1.i.n ..th+?,,<':ll ~t~,Of 'rn111!,~o:, ~'n"t',tlt i..()u~, 'comili~ J£9m~~,~,';lni'l;¢r
fi,rlH~,; '~,h('.i ny(~nt'ion:lrt'~,Y~ilni')s .1..'.(' ,,~.?:i~rllif:(.~y~lll~ll~ .f:.neX~~HHr:.tt'fI~'S'1()~:~(ln-:
~tO'll('d !I~' pie il.\·,~~JltiJ~}!, 11 fin. ;.l~~n'll.~f,'·nf,tlh·~,,~~i.~t~,i.I€!f!'·O~·nOIili}nlnf~; . -<"":~k~roI1Jld
pn:,f~,il't~o tllt"in ,"~ntlou 'wi 1.1 11,(' .pf,I}!, 'lJ~t· lrnpXHne' h:utU1<>ln '~l;"!ut i-II~:"(-l(,,>,::t¥'l-ti()n,

FtH~rt hoit Is JI()tnlwnr~,fJhSi~1~~t\l:t.ll~tiplP:fUl i,nY~I,ltio,h i.~ .n),:t4~~~')~'nt,jtw'iJl
ulti,nl,ntel~. h:n-e :~()I.Jlm~r,(>lfll.JplI)()l',t l1"g"r,,,,Tn}l~gtr~' (O~p't~~;, l~, .I~/,lll,!.\,:,pt;'J\~yprC>ll~~e'
t:I'.- t 1,1e· IiI"P fl to(or .' ~.tll.,{"r' .te{'ll!,I~ gl1l-ll(>r~?pppI. ,W,nl,l:,t t!P, .~r-l1l.:-,~~~,,(~·::t;)rr~~.~':,:,tl:n .' jn \,('.n..
ti Qll ~p(l~!oti hill tl{>~ ..tllll t .l){'r~nnd'~''''.fl .'('QIUl'n.l.ls·tf'IIZ;O 'n~~~"lllA\lth,,1f>,oelnrttllf>1'1l"•. '.. '.
~pr. f'X111!Hlleo:' ',118H~11n .C<llnml)ll~.: t~.nb6r~:t?:t.i~" :'~1{1:.,:·:.a ',..~t,hftV:. 'ff}: i,d~:~ti fY,the'

fa ~t.?l's,Wh i<>h .j '11,ft-':lt~n·p:(lIlJll e' .tn ()~.e in,~tlt.nf.~en 'itttr.p~~~.t.t.~diilt¥m;tf~~i'Oill't lll'ir'
orlg~HaJ'('l1ns{"p~J(m~tllttqnto~a,(~plnl -l~~f'. ~h~~\o:co:1).<:,hi:lt~d':. .,",,:',"::;'i'i:g:,',:::,O:':'; .':,"" ,':

·~TI1f" tr~~li11I('~.1 . ~ut rt'Or~~H>,l~,·l'' •. \\;l~o,~f.;: .... ',(lrlJ.J(,~ .fta'1.l(,:P,W~-~: '. JH~Ji-i1:~~hj~r4.:JIl,' tlu~
!tt~~fb', .. of.t~ IP .~;{n.<'t9TR: .,1flnl~?''J~ :,!e~llH~,n,<:t~,rt~Ny·: ::hiq~rt~Jlt •.•}J(hJ~~~ ,.~P f th~

,tf.Jl...:i.~,~o,~n t.i~:~\:."', ...;:hl~.. ,~,~.:, •.tb'~ .....,~t:~:r~lg:~;t.,,",QP,~.~luSi(),h ..·:,:t~:~ ..'.•~q)~t;~r:~(',~tfJ~ th~
·',"~'J~"t~.tR".r~gnrfllt>(i,l1~~~ld'l\r'~:~t'~t '~.:tnl~~J,~~i·tl~,6~t'.·,~~-.t'b:~t'(1~':~il~~;'1 '> ...._;,:"

f'x:trnmtl,rii.:!., rfl:<Nl rl"~ '6UJ.ll>Q'i(edbYt.lieG:o,,:elCn~el1t'ilJ ~fformed" by u'nl"\7enO,lIll roflUllsUtuUQDB " ' '.' , _.'" .. ,"" , ,
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f'flId-.r; ,Tn f itet.. 1n .. ,~hrcpitnl'O\·afl(lA~.·,tbl:.'t(>ch'Jli(-nl-('tl,t r~prcn(,Hr"r!rslj:f~U, in
tIIPfnee,()f tlll~illbihirinJ!,etlf'C,t,or nUl.1'lfa\·9rnl:llc mark(.·t. nuulystS',.Hnny
fo;lIJ~gt',st-ioB._wereto 11'1' olulI'deas l() WlUll. ~hnuld 11C:,do:ne to promote- in.tmyation.
it\\:oul,-u'L)etotlnd~if'Olll;':,:<,UH.' t~dllli0aleutr(>l)r,(,HeUr~:',:=7

'We lwl j(>\~e~·t('·dfl1i('al,(-'ntn~l'ren('urshi It" \\;11 I IllrgeIS'lJe,lost UII,(J£Of,a -n fle~lri~thp,"
(;n\·t'r!IJIH,'ut nj'pnnl<.'h."Ac(:Hnli,n~I~~.itiSllnr('a~ol1aIII{'to hplh"ye that qc:n'fument
1}<"l'IIi-:ill~,wlluld, -11<'" ll~, f'ff."">"n H:: in. ·1 H'Oluotiug' the dpn"lfllllllPut ofcon1ractor in·
yelllioHs as leaving- tit le·il1-the-Nmtraetor,.

BfPAt'T OFPArf:-ST IIOf.ICYOS p{;m.1C HEALTH

The- 'fril1owinl! (1isCll~-RiCin pnn'I(1('R·n df'Rr (':1 :;;e~tt1d)' of'fhf" i'mll:ld nfp:1tf"llt.
IlnH('~/Si:H('{' one elill ('(llIlpurelh(·tl·:.;ult!ol of the J)Pl'H rf IH(>U tof 1I('~,drh. E(ltu'lniilll,
and '\\'lrare~:-; (IJHE"', pn··HHiH tith"·iIHh('~(;()\-'l"rnl1l('ntoriented policy "'It:h.
itR e:~qll;I'i('llee ~ll~ee thut time Wh.'I,) a more tittc~jl1~tlIe·cont r<ldol" oripllt(>(-t ,l.:l';:..
11I'o:le!l Wfi~ adopted.

A !'i~nitkaJ1t.ltu.rti{)n()f (;{)~('frHn('ut R&D is de\'otcrl to, IIlf.'9icnl r(>senr('h.n

DIJE\V,Xi4l<'. tHe1JeimrtIIH'llt of Agriculture and, to a le~~er pxtf'ut. othe;r. a~('n-
des S11('h as 1)01) HlltI, th~ Yetyrulls,.Adminlstratioll Stll'l,Iort extraUlHrHl 'N.'S~iln'J,l

intIH~lue(li-eHllife~cietlceS;O~l.~:,:'o.~snd}re!i('ardillew componlld~ ,Ire oftl'n SrH·
tllt'~iz('d whidl lnny: han~ JlhitrnlHct'utic'al llotentjal. I-;~:Jl('ri<'lwf' at XUl. and
sllJ(lip~ lI;r the(;etl~I'fi.l A('('ounting-()ffice w nndIIarhridgeHnu~e ;)0. clf'nrly support
lh('<.'/Ju('IIlSionfhat atiH~-jIH'he~Go\"('rllnn?-ntp[ltelltJlolkytlln t <l. i<!not: makl"
a n pX,.f:t~llt iUll forIIIe:(li('aln'se,~rc~l\\,"Oll~(l (,Inl:l.u~pr the ,1111IJlichealth,HO\~'I'YP1\

Prcil;)I/IIFllt$ofa ti'de~iu"lll~Go\"ernllH~lltnPl..'rOil(;Jl J,mxe: Ilf'Ycr Sll~I:H'~t(~.l" tktr
JIlf'dit'nl rpst,·~·lrl'h·.·he.ex(·(.'ptpd -t"1'f1'i\l~hl·,volil'r., IHd~pd, (,\'PII t)IP l'rf.'~i,(IE'lJt·sStar(".~
11\('1,11011 ,Go,<ernmeut 1):H~llt..Pol-iar.:t1Ufortullntely Sllecifienllyf'inglt':1 olit h~a1tI,!,,~~
:IS:III :ll'('llill whit-h t.,hl~(.(J\'erllllle'lt'shnllld·tHketitle.·. ' '.';. '. ','

The (;AO'.H~ld :lI:'H'Il!'id1,t(~".Ufltl:"f''-l'epOr-r!o:Hotecl,.nhm'€\wJIiclt: wpre ,:·h;l:sed.,o~"

e:'l:tl~Jf~h'e' i,lll(!ITi(,\t's, \\'ilh,' 'Xt~,ti()fl:ll ..Ili.~tiPlte;sof:,·lI~:l.Hll '7rantf'es. (111d.: staH.
{'ml:elll(h~u tllllt"the 'p]mTUJ'~~'e·lllit~al·hI{Iu~trJ"" wllltl(l.Jlotlltiliz(' il~ ri~k "('llpi.t:t I.
to 1,nl':-;Il~. fnt~he(":d~~Yeh;lJnlellt:·ofIllltenHal· Itha..rIUlll'Pllti('lll n,g:~,ntK.g-<.>:nE;.~.te<:l
witl~ '])li,E\V ~~llPlH)rt\\"H'hol'lt -It '1.~11111'alil('(',()f.:·.~9Ul:~-'PI~PPtlt:~x.-:(~lilsi\~eJ;Y~,:J\\·i.t,h

the 'I jn~,s,a~~~:,~'fthe )I~I,iJ'll'.t .l-)~..(l(}~~' /u·t .. of, 1!)7fi~\\~h~S11,.,r~lu~r.p.s l)r~lnrlrJ;~t,"('~;£>ar­
nnee :.OL:I,llllllr ,ulcdictll:.'~~.\~'i(;(~s.~, it: is: ,h~,~(Hhillc:::inC:Te,~sit*1y" :ll'l'nf~nt: .··tIlat, th~.
f':uue ..il~'fd ,:J~,r ,.IIUteli t, ',prf ~le<:: rid":,, ~~tll'li~::" to· ty~·-m:,~'i.(,;!t:l:·deY{('Q :ln~Cl~)', lit': S(Jgl~
~irnIll.if)11 ,~,,: t~le:'(;A'-( ):. d 1s('oye rp<l i,lJ'~~S t tlta-b.rs.,,~i1~1", h~l ild-n~:~lsof <;(1111 potIll d~' :~yi~11
{1~;)t.enfi;II·~henlveHric ,\·'~.'ht;e '()lllhei'~'~'H';h·es, ,\'HJ1,ll~'!)(mn'e .tf~ t~st'th{'-h",.in~tk~'~
lll.,t("uth~).· ,'rhe ,J;.~\O e~nidr.ed:'l~fl~n'(:'ll.~r'it~, f~j~~lr:e: to 11~~ .H~'dis~r\oiIJlfr,to
~n!;('r,'illtO,.·lu~tiJt:ltif~lUll:.vnh,·l.lt.t~~reelnt;l~t~:'( \yhidl.,'.i.'t~h<Hll,IQt ;d()p~ 'si:n~~',.'1P':i~'
or:;.to.:~nu.~~;:UI~~I)': :<let(':rnlina,tlt~1I'~"o.f:',tiJ;rht~,,:l,r~~r.'itlf'I,ltHicuthl)l ',o'fr i~l:y~n:t'i\!il;'"

'Hlllec' In61).\\~lj.ell·,PH"~\Y:I"('g~~:il-' .11~iJl.g-.::1-ts.'~Hs,('r{'Ho.p."" 'as. ,~n"t;~~~.ted:,:tl~',: t~e
G:~\~);' ,'IIlltil th~, ,fa~I •of. -l!)7~;'1),l-].f~,\'~ :~,tlm::ltes,thll,t- .• ~,h,e, }'nt('I,I~~ltttlLp.r11:)('rtr
rl ~1l:t..,. :tQt a29:, :itl vcutiQ1lX, ,nu:~l~hl '. l~r~~:II~ll~ llli('e:of 1)HE.)V~fllnd.f'd .,t{'::('f:'.t;(~~ ",wer~
IleIII';:: fnullaged 11)" .,i,IJSt)t llti(ni~,'\\~Jt.t(J,ristituIi0naIlJon t~n t A~f(>,<t~le'.ll~:s":~.'(:~'riA: l}",)f
I'r,.f;;ne(,e~'sf~.il 'J.I~IIJ.lr()t1 t' .IJet.it-ioH~rR.:fQ~ the'Jm rpose .pfsl11irir i uF" flrf.f.1;i~*:,iil:,dqs;,
tr-ial ··SPllPOr.~;. Hnr-i.~J~.lhJ~"flPr,in(l~ ,t h,('~~:org-nni-zntiOl)::t .. hnyell{'~othl)~'~<:~J:-n()o'~

.f'xcln~,iYe ·'lllul"t~ .,eX:(·I:~ l,~i ~'e .:nFE~n~~~".umJff, .I lllte-! It, ...'npl-illyntion~'~iIP(l'd-n~%ifiJ!~\:'~:W~,~
i, In~l \!i4t,n~,~."t!hleE!'" ltlr~; .. to"J h~~ ·t~i I~J'2f;.t.i~(,:ll :,~'~':tl" ···l:fJ-7H, '.·U.I€'. Uti rnh.pr .41t,~~17,y:~·~ti O~l.f;
llt'hlIIY'Sll(·!l:· 6~~a niz:n'H,IH'ls,J).:V'::,i.ll(~r("1 ~~d,io:,'fj:~.t~, I)Ilm\y 'r:--liI1l11It'S, ,t:h:ttb1li~:,ri"Sk:".
("<1:l).itn,l. :~,r:l(~rl~f:.(.d:"l-'~:I(le~ ,I l~e li<;e"lfs~;-;:'(',ri 'the.:;~Jj17't':nVelltl.OllSiI,as·. be~~::J~~?~X:i-
In~~~lr $,~;~().-Q?o~OOQ"",.:,- .' '-' ..."""'-' ....."" '., .... , "..>" ,,:,':i:::>:;~'>:;'

An ('x~.tHlIle· O·fU1P· .:::t'nl~€'.·.\ylIJ('h"JiJI . il1110Xllt.hle:, ,r()lIipntlY.. hm{lr);..'rJlC:'::·.~l~Yrll1p.
n~(,I.I,t-'~)f-,,~l', lW\:·., d17IJ.g· nlil?~ ... h~'-'S~I·I,;,~~o.':ll1· tJ17.fol,I(J\rill!f' 'l'rio,r~Z~fel,~:~:~~:q:J:'#m£>i,la•

.... '.' :',', , .' . . ' .. ' "", . '.", .", <. ',',', :,,:"'~.'c~:.,,"" ; .,'
~·HlJtlf'llf' .('nhJltlhu~· .. ~~ahnrntori<·s;,Sdence, .. ,Tt.'chno~o~,r:', and,:,: l[ln?:~l).tlon;. " ~\!~rililr,.

J~(,11j)rt:-7F(~I!ru1!r~'1!l7:,l.n,$,,>: <.:"' .. ,.' '. " ..,•.'. ",'::':":';,:''!:-:f..:O'"','''.:,:,.:.,,
~1I.0rf'r"np~t111 fil·llf thf'. "Ff"41'?rll::.I~,&,J)..hll(ll:ft(nrha!'I~;rf'~~nr('h, t.n,fhrcay"yen--r-:!lfl'r'lw('.nt

for thl" .I,iff';. :<1~IN}("t'';''.~'.llIf".h ,:I}II~ltl(~f" nlf'4fe:r1,ft"ua·r{'lil.J<:!l-r'pJil'llrC;b. .~ ,'t'F:
, ~J~"9.'.g.f'{,()rnt"'lfl,lQ.:U',·,U~t,ll;',(.~ote .1',1'. .. ..' ". '

;',:lO'J,li.l,rl'T,il!1!.t>-: HOII!,f'",ltt>-rillrr' "P.Jl1kP;:.i..tPcH);",' '.' .•..... ',.....:.:"
lll~-c~r.itc~f'" pOUc.v Jmll.li~ntl().,I1R 'otUN"t:Rp<'.flm,Nn~ot}r()~,~('\lll:'l:' f{fI'~f~"r,~h ~.,.;H CAP u:,:;:~ h~tn re

'1.li..,'~ll:hn'ru:rlltt-t:'~{o·1m.~:t·'J,f':ti1·;';'J~f'''{Oar¢l1.;,~:n~,1:ef:'hllllh~;r,ofJh~','(~()llljliHtee on. S!'jlep('('( ani1
·f(>~h'lt)l,,~,,·.·'~r;R ..... HtIU~P.'9f;:,.}~:r.litl'li~rltEl;.tl,,":E':( •. ,JJ:i~h,· X:~:OJ1~;;:·'JRt':'l;lrR,R.:::;(;\'o~·: 24 '"
.f:l:ipul(I;:.'it l:-f()', h~ .t~ot,cil ttmt,- ~OXflol". no ·flt" r('guJ, or-,tlie In'r~ill,tO-n!i,r('tn:inytl,,h~,:Jl
11:rJI~,lpn(.rs·J,n:,\~r:n9t:: !f>t'- t'l~P~,:U('.t"n!'·~ltnljll .. ·tnhp:f;~·tJr\~pl-r.r· h~:.II(tt1;l~<'d'~Q~}i
f 11l1:(t:~:,H"f'", Af{'1ll'dln~.tx. ··t.~~ ••. r>,ere.,·J;l!:~~Dtl.o~ A)~:,paten~,· !lg});ts Is, ~h'n:~ly ,.~~.. ;G'
(>ol1.ull~rS',h~li;n:;H{ln,,,~.Uoccu,~, __: '" > ' •
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m'ents 'to, the 'Foo4,nni(lirtlg J.,a'\~R" the,_ nv,erni{e ,-c-osto.f -(le~elo~i"h~';'~',.n¢wd~ll¢
wnsestlmat~d to he, $,5.'U,OOOY ..-'Fb:e, development C()st'()f, nn~\v:,dtl}s;_in:~nT'3

was. .estimated to Le$11.5QO.~oo. nfi~nfew~li('h_,e~.:t'nfates t"$,2~/~O(l;'~O whe,u
tl:le. cm~t,o,f ,res<,>a.reh on 'pri1j~h;whi(~h,·do nnt'ret:ult in, mnrl~t't(':tl (~rillg~ -i~ ,_In:~
eluded.W'ithtllt?'se11gures JnIIilI~d it·-is litt,le\\~onder that, tlte, ret~lrn_on R~n
InvQstment in the dru~lndul-:trylias dropped 81mrHly since Juno (i,t is:currellt1y
cnl(!ulnt.ed to he '3;3TJeT('ent,>-.a3

The l\lny 2G, 1971 testi:m(~nyotth:e Patent ronn;':t~l ofDliR"".:,_:rh·{'n'hf'forp .
the, SUhcomnlittt'eon~cience,Res:e3rchnnd '. Tcchu:ology, (ir the Uouse, Com~
[llittee on Scl(>llce, nndT(>chnology illtlud('~ exuDlpl{'!f of in,~ention~ wll,i"'h hare
hfe,n U~ensed hY,univer~jtiesanilnonprofit orinniznti0lls thntl1a\"~ reached ()r
are near renchln~ the 'mnrket plnce_ A~ noted in that te~t!monymf)stof,the

eXllmplesnre phnrnHl{'CllUcal prodnC't~ l1nd meiliNII dc\"lces. Xo('ompnrntJ.I~

examples were known at the time the GAO aud Hnrhridge Honse- ran their
studies., "', """", ',' ,'" , , , ' ' , .

Thisexpcrfence strqn~ly snpports the genprnl pr:oposition that the le~s're­

strlctivc the'pq,~nt poESY the J!!f'ntpris tlw trnn~f.. r. of, tC'ChllOln~t,:

""\\'rhy does fmch a first-optlon-1n-the-contrnctor polIcy prpinote the trnn~ferot

tcchnology~", "", ,', " ," ,"', ",', ."
1. It reduces the uncerUllntie:sns to the status of invention rfght~-' nnd therehy

:permits:
(n l the prompt filing of.n'pproprlnte paterit applications hy thecontrnctor~

grlUltE'e;
(h)',n,,,,.f'llrly':e'fi"0rthr. e~pri('n('~,dtet'hn()l()~~ ~rnn~fer' J!r0111l~flrid pl1'tpnt.

ll1an::l11,W'pll\"iltor:r:nli~ati.ol1:s,tQloeate, and en~a~e prl,\"nte f'nter-pril'ie lIl;':'{lJrther
deYelpp.nl('nt~lfinv(>ntioIls: ',' ._ ... ,,' .. ',' ;

{C')'nI1,rgrlydpcision hy the inc1n~,tri111 d(>\"':eJoper. thn,t ;the ~ntelle.c'tu·:ll

Pt:OPf':rty"rigllt~:-i,n tbe inno~ntion'll(>lngoffer('darc sufficient' to protect'its
riski:nv.e~~~iP,tlt.~ .. ',. ', '., " ' <,., . .,'...:

2.;Jt .·i::; ,'::J/f~(~lJJ;'J..1i(i.(}Il, ··~,Y,t.l\f" n~(>n('r .. thn t .the ,ont·n re fl..f .th~.'r~,~('n rch';'h'efn-#.'.'~1,ln­
ported,' thrp'1.g-1r ftlr1ding .,nTH1~r .. a· grnnt{)f c()ntra('tiRftln:dri'lhE'nt-al,~r,,1)l)sic.1\~(l
thnt' inYentil)I1s:,n;n~"the'ma~ing,or the·nl nre 1I~<-PI"O~9CtHofq.ndIlOt,a'sJ:1ecHlc
ohJec~.of,:the'grant:Qrc()nt~act~. ,'. ., '.' ' . " '," ".,,;,;:'

~" ..... 1(1,3,':'0..:'"recogl)}:H~~. ~hat' ,:n,flY:)1.1~'(mtl pn.,~,":~lYf'dwil1, :, t'{'tJ ~li,re ;~l~"r:ther:Jl{J,,;,~lo1t
i1~(>rr.t, ,~().lJ.rin,g,},(:·tf.(;tlt¢' .• IllAtk,~tl):la',~(,~T;I{>y-~lnpInput wN~h",~h~lI~d. ,tn,\ol~Er',:p'rlv,n:-te
eIiterpri~~' '~l,J)se.,·tln'Q¥t· Ailr"f'i"~~",t?t;lt,~-rnrJse's>,ste~ljlrt~~ateJlndies,itn(ln{jt,ihe
Go,·,e:r:.Jim~~t~h,91:1,1(l:{lnJ~~geln:sush.,nf:nYitS.'.,' .. ," ".'.;' ,.':':.-,,,,'_''.,,', ':'

-'I., ~t,l)r?\"hl~. "mgth·:nt1on,: for 'n .yontrJlmtion .hr.- ~: f9.1nmei:'cinI()r~n:'nlz~tl.on,.;,J.Ii­
~l:l:.~h~r,· in,: khld~",.,to,'G.~\"ern-,~eut:7fl~P(~p',d:,l"psfl-Slr("h ,Ilrojf"·f:t~rh,{l'(·'~r}:I:~n.t:t(lf,t-~f(
g,rllntee'.' (- coIltrnctq~,).. :liaY~ngU~ e n,rs~fJ()tl:on t o'a n,. '1 1)\'{lnt:l(lJl.n.r(s~~A' 'cfro;:n ~ 'f3:u~~'
pr9j;N~bpnjvt<lhl~.' .t.H~b8'S~S f()r thts, 'now" fecf,ignizp,<l'ntti t:ndi;n:Jll'(~,lj.~,!~::r~· r~' Jll(! l!;:J ry..
,..~~. It"pr,oll~des ;fJ::<;li~lflte''yhie'll ,enCf}llrn-,r,es J h€' in.y('~UHa \r1':71 t~,,~el~trt:~~t'tif}lj,t~ ni ng

p:l~tJeillQ,tl?~l,i'~--. th~t,~'.n~ret.?fhl~·. in,''fnt1''P" t(>(l-htl0,I(I~=,}o ,t:~I~,;Pi.lJ)~j,~~:: ,"n:' :Jla·r~
t~cu11ltlY,'lI:Illlort~ nt.:('()h~.i deratfo:n'.,: W h{>fP' ,1ln h.~",r}.1 ty,,~f' llfor.ate,d ': li-l)~~JijHqn};. n re
in:yol-vedsln~~,,~,l1.~ll:~nve'pf~ons,'t¢nd'to:he',R}phrY'~)JlI~InU'lt t'ut~'7 ..... ':' ,',' ,':)1'>,,',

~l r,t:mor,e':fflhdr'reco~jzes. the'equities nndcontrib,tltlon~'of,n~l':~

to t.np.i'tl,reutll'~tnrlli19l9J;Y". ':::' :. . .. : . "'.. . ..' ., ,:,"-:"'::7?
7~~t: Jl,rqrJ4~H' ~hf.>(llJP(}.I'.tu nft;r,,{o.l" 'f~,{l}uliY('r~ity:~contrnetort() #f':11.l?

llfi: .·(':0PRi,!l(>rat ion. f'9,~ :Jl~l~: t:P.Chnol~~IQ:ll· l~ll()Y~t,l(,)n::. hping,-llfl:r rfd;.'''::till
~a'rni~r}{f<,l' t'o support further. resNlrch: at· tli(',u'liYersHy-::t~e:pu'hJic'
nF~('n,nd;:.Un:g~f""<",.:';',:""":" .... ,'::". ,'.",:,'"",,

8.,:nIH.~rm i tstimelF-.iC?j):~id(>~'fltJ,(m tr hp,n'"~tl.. to ,for.(\iJ:J1Fn.te.riLi\JfO~~a~qn.-'.nJld
tll,~rell.r en~lnnc('s,-th{'P?~silI11it~, 0r:'~f'nr~n tI B1! pny,p1ent!:"froJn,~cl~ej:~'l:{~~{J'~cC:~, fo~:
tll~ ~rrl:llS fer,ofJ hep~t(.n-tl~d t {'>t'-!lnolog'y lllider li~en,~e :\\"it~--.un' :1~Tt(>»~:fi.t~ta\~'Orll'hIe
Jmlln,ct upon 'the- b~hnie,e'.(Jf.ttnd(' .•" , ::'i~:,' . ,.¥: '.J', , '

,'" . . " ' ,,"~' ,~: .."

11lr~\f'1"., ()F~,I~AiTE.Xt,:POI.IC7l.' O'~.'· .EtO~O~fI~ ·.(atq,\':T::~':~,:~D,:'~?~~::,',
lt~hoUhl,'ll~",~' !Ylcnu~.'vr~ t -Wi~'h,Ol~t,. tolw, Int-rrduCJlf'~'O:f:l~{"\Y',p:~~~'~~)~~)',:i;ij:ld"':~~'e· "

('c~nhHl~r. '('\,OjH:~~ni i,"'<,1!-1:(~ \~',t}t;!, rid. j (Ibe~Pfi:!l1"l~P:'''-9n1:d' .~qlnt':: .• t q:i,l~'~¢~?~ll;Mp"j::, h.nJl~
'YII:H(} peopJ.~:('ilQdj~ngr~,n~h('~ ller .pnrti('u!nr· te;~Jl.I}?lo~~~l1'l: ln9()YI)Jl~~:tt:i'~ittt~,·.~Pog

,or.. ~n~).' ...,'~'{,:" .dO~bt.,.tIl.nt-, ,arl:r.o,n:~" ..~'-?Uld:.s.eriO\l.~l~., ..,.~r~,;:"t'::rt:·.,r:.,::~~)~~~~'~,~t,~'d--!~;':t~ll~
'·;'-:~"S~I!~r'~.I·j; .,~';,~~,~, '"~~~.Q,;~e'",~:t(!l:'t:,~(,'~'~:n~1\ tor"", ~r~;t~t)t: ~1~~1l'8l~g/' ~.~;' .'<, '

ReEl(>ur~,bnrJ'I',Den'l9ilnir,.nt,Adi:JJ;.hjlstr.8,tlQIl~',I:"upH(f,~t~etl':'WU:?:'F.'.',' .
a:Jf)<;h)\:~rh:mt1Il~' '~·J!1Ilc)\'"atl().n.IJ.'t i.ie: PbarJll8ceu ~.,l~~l'l~,dy~try/·p;70. '
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Il()lm~ic:il i mlovatlon.wo1l1 dilot result ',in 'slpwrf (>('()nHuli'e_~!owt iI.; Ye't::'t~~'-·trnCt tOIl
. _oi·l~~D_peJ;fornH..~tl,ln tl,lis com~try that iR:(;m"prlinlentsul'por{(!(l' has IJo\V_-rea~_hed
"arQundtwo.·tllirds. llellc:~, ~t is iJI~:-('nlJaLJle that fl(jOY~r'I"meJ1tpatenlil?licythat
t~,iS<.'(lllra1:,..~d:iU\·~8ttllet1t,in the <leyelopUl'€'lttof -fh~ iH"~utions- lluttJe dtitbujtliat
rescarr11'woul(J.',htl\·(' a negati"e eD'eet on ~eono;lni<:_gr~nrth.

Although the relationship hetween -iI)lHl\"ll.tionand_long~terro-cconomicgro{Vth
.and joh <""II}lOSioIl areintuiU"ely and -bbfnri'cally oh\;i.()us, 15c\"eral stud:;,;;:; serve
to highHght tl1~~. .

~\._HltJ7 I)~lJartment-of C(lolu:i(>[('e ~tud~·:u.: amI',R nlOre-rCCl'nt uJldnt~. o~ that
study. hy,John Flender nnd H1ehard :\lorseof the:'I1T DeYeIOpm~nt}i'oumlntif}n,

111(','\5 h'nd strollg'~UPIJ(Jrt to tlIe IU'OlJlIsit ion thaJ salcsgnm·th and job·er('ation
(H.'{·ursDlo~erau.illdly in junoyutive cnlllptHtif'S thuninnlfltnre (dominant) eOfil~

Jl:1n~e~'.~'Tl(l en'nUlore siguiHellnt for I.urposes. of this un:al)'si~. i~" the fact that
joh~xrifH-lryion a.tyonn~ (i.e, small) high t(>chnolo~yc()mrllll)i(·s.waseven more
~pectl.lCutllr, For ex:uHiJle, the ltutJlOrs (o11nd that. during a liye' year. I}{'~iod :-:ix
mnturecOIUII'1.uies with COlllbilwd annllal f:.a!esof ,$:~6 billion in H)T4 ("xlK'I'ienced
a netg-ain of only, 15,000 ~oh~ dnrin::;- t!lv the ye:~rs, whereus:.fl\-c)"o\mg, hi;!h
teeh~ologr..coJl)~al1"m's with' -'comhilH'd !-':):le9; of OIdy~~ti7milliot1J}~hnd a net in~
{·r~~a~e. hI e-mpl()!ll~en:tof 3:),000 jolJs (five "innovutiye", eompank'swith '$~l bit.;
lioIl.'saIestofal'11:1l:danflt. ;uerease inenlplo.vnwlIt o!: }OO.OOO. johs) . The:-:e find! lIP;S
indicl1tethata' pa~ntlJolicy that would (h,~eruphasi7.ethellc('ds Of ~mai1er Hnns
nJ:(l eJJlphnsize con<,.('rns with larg:er and more domin'aut firmscotIld have a negll~

tiveimpnct 011 joh expan~ion.

Tho l,otentinl.,h~:rrutlulteonld acerue(F(tUl di~co\lntin.g'tll~'need to hecon~

eerued".-J tb".~nYCI:l,YO:P~.fn)UliiOndoill i mrtlt,firl11s.1~ f \Il't hE'~reI:1lpl,la~l:Zt~{}}t;ynstudy ­
<I?ne hy G.£'hunn'I{e~('ardlAf-:l,~odaf('f(. An' int-vrnnlinuul Imn~l OfcxJK'rts, seI(,cfP~
th~ .500'mnJor .~n-nonltionR that \\'erl~Inh'oduep(lititothe mar1,\:.£'t '<1Hr-in~ lH;.j:)-.
'i3 iu. theU.S.;.1J:I(:,."Jap3~1.'\·. GernHll1:V,Franrc.or Cnnnda. Or)l~e 3tH inno\,n·
ti'op~ ,p,~cX1u('ed.l~~· ,F,S. I.ndu~t:rie~.: :!4)~ef{~('ftt"w~,~eprn(~}1('f!d',!w<~n~11pnni('S: with
!rss'Ul':Hl' lQ{)~~llJ9.Y~l·s,Auother :!~l.pe,rcentwl'r-eintrQ(luc~<J;,:l}y.leou~l~~»'JIL€S with
100 to 9W employees. ' ,

Inn~tnJl('hR~.·it·~~l1,l~ nppnreutf'rom tile "for('going,(liscu~!;f()n·thil-taftrs'; .. oUon
tel. title Jer·I.nyt;'I)Jionsin thccon t r:lct~t· f~lillleh JU~TP IIk\lr: tF':ljtln~.. lthO'li~,:h~ U9,',fl';'
tion,l~:h:; 'In~li.~.Ptlt.n.l,l~ t~at it is alsollluch lll().reli"k~lY toe~~~mr,nge:ecQH(imlc
.i;r,Q,vtl1~,~:d,,'j.?ij:~;;I;WIl.sion. . ,

X:~fI>A:CToF:rATEXTPotICY·:OY FOREIO:i c()'~(m6rITioS'

~"rn~r:lcll'fi' .industry ,.. iSIh'illc·rt'Asing·.competl;tlil'ri::~'··it'~":fore:i~h~,:c()'r:M.I"1l:don~ .. t,n
liI~,p~~Qc.hll~lq~· .lI:,re-:l~:· Dll,d .. ,a: ,tJne~J:ll':"tll('~G{)\'{'-rJ'lmpnt 'pntent::1101J~y .. ti!,:u:s{',lB'(".yitll~
ht~,· w()r~:}o.' the :8dnu~tage()f,toreis~.th;m~at th~',ex;p~mse.9f' ~tne~~n'l1:'l~~llstry
:lnl.dJ,n:~~:?cr."" ...... ',': ... ; .. , .'", ...., .... ' ... ':" ... "":,':",-",.'":, ..:,.,,,,,'

.TII~,.. :tn,Wl1~: Q~:. tjJle-11f theG-o\~ermnent.WilI('fTe~,tJ~e-lY,'flre~~n:t,lh~':~:ri)e~ie.llr'
1:9 \'"en,ti:tlg,~orphrJlt,~.On f r~nl:nt!ttl,i,n in:; ..fort'i~n.·P:l~(,n t -" n17pt-f'~tio,n:; ,)'-:_!~~~1~'~ ·99,\'~rri~­
rnent,f()r.«}hin,~lin~~,ll().~\(Uerlean;~,rm,~·:cmIJd', ~.al,n_Rnr~~('hl,$i':~<,~J.t;ht~-"~Jt:r~~~l~l
~~l~~(',t,~·.:" ~l?r('~~;~~, .historiC'nlly. ,~11~: '(In,,,~rn rn f'nt.."ry, f!f'tl:C~f~S' hn.\,'.~, ,hn'()',~f1tfi~i'"til~
In<'tilt~ yf'. ,the~t~ ff.ple :.1)nd:!,ef;. n()~ Sllllk·ient, k:n (j:"'lt:;(l~e nf' mll.t~et;':srn~rUfj1)~l-:to
fi l~, ~Qr:,.frireign-Jlat{'ntli,in :fl.us-,th i-llg",rnor~, than n' S!11111111~lm:he~,ofc'l1S' ..,.~~-_..-.

l(.ili:e.-, Cin' t'~I,~m('ntl~~,c's'tit Ie:,Jc) :'{'; ;'S~:..·ri~,h t.~:",,~h .•.I.n~:pntJnI'lR'a ~ ~l.,~,
tht'.D1; fl~()F~':iilY~ljtloflsnre N1:u~lly, ~",a~iflhle ·.{o.,:,f?r~h.~~n ·.~n!'~d:,~fi,n~:s' th~
~xp'rlrt:,:.~()nlnlJ'rcl:J 1 .f'llll)odlm~nt~'.,Qt "tll(~};~'rfl:"'('?~t~ nn!'i'· 'lntr!: ~ t~('~\~{~ .'

l( /:lp:~'"r9mhil1f'~,.:thf'~pfJ:lt1~~'c,,"iJh ttV} d.t,ff~rrn.r,f'. tnthf?"r~l~tiDtwhhr',:',.,
hU~Ines~'fl:'n'dGQ\'<;r~m(>nt~"nct?p"nin"for{'i~ ,COllntrigs- n~t.~fnnn re'(l'" tp,,.r:~1~~l9ns
iJ~' ..':rll~ ,.l.j';8~r ',c~rtfltildishlr:hin~ ., i-mpl.icnt Ions ·l1,l1~e.... Jn'~0,r~le, :fgrp'i ~c:y~~(.i"\p·ies
i[)~ustry, cis higl!.i~~· .• ~ocI:lll~ti('- .nrtd'~t;{\ to:". (~on,t'rNI~d;~ 1n:,otltPr~.: '.II}i\ji)"r,.,;Wrii,p:n,nirs
,1Jla;t',.J·I~j,QY st:~t~,'Sllhf'idh~s .n~d .:-:Urp(}rl~':,Th(' 'r(}~1~l,t6t' -~lr J,hl}~",·t~~~haf .thr,:-8.t(-m;~

,i:rn~:eit~i9n that .1.r.S~~:rm~ ,may not (}:f',-el.(lP.,~lthoiit'.~,?,e,·~~~.):¥g.~Yi..~$\~~,~~rg.~:~ll~

~:t~h nOl0g1~~'lIn~o,"a 0,01;1 :'lt~ 'f-rirtr()rim~n,t llr1d .!\r~,~B.~~.in'f'nt.tfa.,· p~'n'~f\~iJ.·,l~~'~:tl~ll
and; l:rrno,\"nt ion; 'J~:ll~:b.tn~~on.p,c:; 'U. S. ,(;Ov~r,~U1f"Jl:t ~,rJJ},'tlnJt' -"p ll1~e,:l tl67,)~ ::,:':':"':,<:,;: i,:_',>:,:~, ,.<

s.sJ:OIIn ()'.'f1~~dfI;', n.nd,R:lcJHInt.St· ."J<I r~l'!'" '. ~lI.e, nl'.le,":::9f'~:.N~,w';'1)~~~tll ~8::t,Ii:n~;¢~"J?~,~g~
lQll)f·:J1.S;:!'-:,~!Jnoln-r •. ~LI. '1'-: n~Y~JqJlt1;1~lI t'J'~?-~nc~atjQ.n:;-,lp9.i.f:),C';~;I'J.i"1:;~l:S:",-:;",".: ',": ': :'.. c' '; _;1_"" _. -

" .. "::$Jtlltl.'l'ftL,CS:by, thl!-<;()i:nmJ~te~{)n:. Go-,:~rul)1ent,r:~tel1t'.I<'o:lH~~ '$J?:"()W:,tJ~":~'"dli.'t;t:o~!,
~t .Fr .1~T077~·th:~,'Oo\"i'mm~n~fllt'dfQJ:' :t'Q:r~"~"::.Il~J('lJtlJ :()n'~Q: ·a:r,~r:!H~~: '.o':!.::7:r:..
In,",~!1;t19.11,!!:;(:.a.~l:1· JlJe. rr,eJ'!on~~ran c-e'ot; lll,~.~~,:1Y('t.e:,.:~t:·,on,I,., t~o::,trg:e-n.('I,e!f't'·':1)Ql;;.::'~'
"1'))J~;, JlI. ;!'P·flfQ,:ttttf1tt".lyon~t~nth tbf'i.;.nJI.tllu,er. ot:, :COQtta~tor;tDr~tlt:l0I1'~;,tilJO~i..
.G.'o~l?:r8'tgetl:t;~JJl@::l!:~,S. ~ate.llt-ii;nP:ll~a.tlon;./ " ": '..' ... .,'i:':.. '\· >c""·:.";':',"
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pnt~litt:l:rhts mfl.~_hp d(>\'~:ln~-<'i' h.v J:1Ji<lnp~(>.(:;ermari. cit_oth~'rJ1tel~'r:(Jlrnl!:ltl)n t­
('n)oy 'I11,onopolsndy:tntn.!r('s in thC'i.rhomc ·nlnrk,('t~ _throll;h -'m£'n~~.'(P\~t_~,npart
froJ.ll Jlat('rits.~ntl.rll tlw!'e prOdl1C't~, nrt'-.<>xportPfl- into the'l"nilNl'St-1ytes-lllHl
di~Jllae(> ,\Jupril':l!) J1rodHet~il~dAm~ri.('nnjnh~;,'_, _:" ,,:'- '''':,'.' ',_:~

In- ,shnrt. gln~n tJH' _diff{'n~nc(' In·hl_dll~trY~C1:o\"{'rnm('ntr(-'lntif!rlR"hl. "m:tn:v -of
the t:('{~ht1t11o~icalIY n(~Yan(~N1. f(,rl',i~Il('.onl1trif'~ n~ c'omparf'c1 to tJl~;rnit(>ft
StitH'!':, atHlecin~thE"-:Gow'rl1m(>ntJlf,lh~Y}R: mo~t li~,ply fofn,-orf()rf'ign ~omp:mif'f.l.

Th~ 'm('rf' !'Pf'C~ltnth"e COnf'('Tn thnt tllf'rr-milrhthp ,f! ff'w l~(}lntf'fl (':1~~' wl)f'rf'
lpfl'rill~ titlE' "in' n contrtletor mIl:!htrp.<.:nlt in 11 ('tl\~ifi~'hS thn t l'(I!lfr.:H'tor whidl
are .in viola tion,of tlw nntitrn~t l:l\y~,::;llnllldllnt('ontrolthf" w,holt· (lff;oV(\fr:1HI'nt
pn,fE'nt Jlolicy Whf'H other rt'IJI('I1i('~nre :l\"fliTn1tlE' thrnl1:.:h.,.tho~~(" la\\"s, 1'11(' C;~,

('('0t1Hmy d{)e~ not operatp in a \":H:lJlltll ,nnell0 formnl:tff': n'llo!ic';\'nftitlfl,iu-thp­
Go\"prHlllPnt primnrH;\' lIpHn hspntlH·ti('nt ll1-1(lmjstnkpll('nl1('('rn~ah(l1lt tllp
inlpnl't that poli(',\" willllan' Oil ('olll)l(>fitiflH wit'hin the {'flitI'd Staf-t'signon's
theuHlilY adverse efTe<.'ts such IJo1i<~yw(Hlld han',

TilE CASINiY~CASEAPf'R(I,\CJI

'YIH'rp tIl(' disllo~ition of pntf'nt,rlgIlisin h.Q'l1tions mnrl(' in whnlf" or in p~rt

,,;itll,TE'dpraI fmHls i;-: (]('fl'rrNl llntn,fl~<"re ha:;: hf'~n nnitlpnfifiC-:lt"inu of ,the
inn-'ntlnll the ('('rtnint-iesussodatNl with,titlp-in"tile-('ont-ra(.'l'orareloRt,A::- poillt~
ell ol1t Iwfn!~. f'Udl rPfta illt,'" j,q a ~t1"<HW 'ill<:('nf~\'p. to, th(~ tl"a nsfpf of tN'!in(ilof:'y,

Tilus, aily nttplllt1t to tr~n!-:f('rnl':"in\'pnn~~("ty("llnflla~~s'wo1l1d han', to :1'w:lit.
th,(~dpcig;on h:\" tIl(> nO\~t'rtlU1.t'litf:l.nttitle will be II·ft,with thp.-.·nntra('tDr~,ARfi
<:"On,S('qlH"lH·t', nil un Ille, timc' \\"11.1 .lw lhst"intrfi,.I1Rf{'rrio.c:JhetpCfl'nlllog}'lIN·all:O:p
it i~ ~('ldnm thatIlIHlrpnnerflt,icdl'('i'~jon,J~'lllml(",f'XiWfUt-lollsly. )Jnrf>ow·r,.tIl("
~(lmini~tfatin" and n~:-;0('ifit('(1,lmp('rwork.hHr(1{':n.'ln"t lH"·(]'('fprrPfl· tlf"f('rmilHlti<'in
flm'~(}r,('h tniHtntc IW.ll\"ily ng:litlstHlPYi~rilit,~~· of thi~ :1flTlfollCh 'aRRr(>-nli~tic
3,lt('!"11tin' to tlw Htlp,..in~th{'~('ontrH('toral.p~o~'('h,yor,("xaul111f\:n pf'pponfl1'.mur'p
.Of.l)()l) ,("fHli-rnl·tK)Hl:W:' jn('1U(1r-.dtl,1l~p~n-11()\vi.n~' ,NIP, cont,rrlr1Ilf' to'·ret.ain .p::-h'nt
~i~hl~., A,.wa~ In:{'nponfd':h{'f().rfO.it.i~,nlilj,kplY,that'non,:(,OJ:llqf"~PNI"it·inn~ly
pro('(>~~pn('h('nntra('torr("!Jlw~tforJ)atpntri~ht~,lmderncl('ferf;("l! <l<>terminntion
lltt)('f<lllT(', \yith l)rf'S~,'l1t.~tnffin~.

~ ~~ft'.·rr("d". <}('f("l"Dli nn t ion .mlyn('ale~.,,'ol~ld ,rlai,h"l~hn:t't:hp(1(H__pt·nmp~t ...•~.~ 'n', 'jtl:lk~
n h~tt('r jm~J:nlf'ntn:~t~r .thp inrf'Htion i~},(~(,'lIJ'i~~(t::·.~tHltllnt:~x~lusiYi:t;·\\:iUnnt
·rt,l\\:~ys'·lif .• 'I\<'Cdt'5':,.,Jlilplh:it ~'Jn thi~ .. elllJRl.'is.' ttlec:n:~~tmlpJion.. :lila t ...• p:O\-'E"nll~lrll't:
ll:<".r!:',~lIln:~o) w:i.l \. ,tJit:hp.f" h(': inn .. p(:I~iti('m,;, Jllt~:'d('te,tmi-n,e..if ·t-h.E":pxi~r(lnc~ nf-,("~"
Cl11~i"f"pRf('nt 'riJrl1:t~iK :p(~ffiNll\!" :nll·.ln(tn:tl\'~ Jd;(t~,~t.~pr dflyplop~l<:-irt: or: :t ii):
!,o~n':l.'~:lwtt(·t,fj,nnllil~.c1'fir,I•.l, tj') ,<"mn1lwT<:in ~i7.("·"tlW:lfl,v,",t:1.t l('m ,:thr-Ol!?;lJ.· n,'Go\' 4

',~rl~lil~tlt,li(~(,HsiJ:l~ .• {"f(6f.t~fft'r,tnld'pl!.,:tjl~:.,tO:f~1(>Jn\~~l1tJ~tl~ '.' "." 0'...,:. '" .•.. : ..... " .' ::,:' .... ' ...'

~il' r(l~ardto: .. t:hp',. (Hlf's:t ifin of:.~\"h(lth("t'(>:x:r·hl~.lyit~,·i'~'" 'n~('(l~d ·.~{ll".Jlri'~'~t~,in-~·(>'!-:t­
m~pt .tol.l~in,nd('· 1~1:~n'· hlfTl~ lfi~(l:,i ~l\~f·n.ti~~. :it.sh(lul.(l·h("~ r('{:0Jttl~,7.f-'<:l~lul,f:'i f, th~·
9n\"(,]'11I1:'~llt.(,lelt'rnlil1('s; ·Ul~t, pXdn~i~.'it~', is: ,nqt;n(·,-,d~~l. hntI!i'\\"ron'~.,'tl(lf:trrth(>r

d(':'·l(lo~)fIlr,lIt lilll~', t~:rk.~'nJa(>.{"'~.->" ..,.. "",.:,':,:,:. :';,:':,.. • ,""'':::;",:,,,:,,',':' ,'.,';:',:
);tp,r~'o\:pr.···.fllt:· th{~,<:o,'("rum('nt ....to,h~ '~h:h~', ·.nlftr~,oH~ti.· thn:Tl "not,~:h!"~t',\l~l~':kln.~

~l' (lef~·r.~t·d ·..·.tlf't<-'t:mi .Ilfltiofl .":O~l111 '~(:'{In i~(' .('.~t~nsi'}· " t(~('hn;i.t"'at ..'l1':Jl~~;~l.1m,: .. ,' '~,I,d
e~'~n,01ll1c 'stlHlip~·· of tlt(-' ,fi,rP1lo'.~ t(~lltl{ll,()~r .• ~,tltl1,lS.tri,~~ ,n nd .'I,JI:~ rkf't.ilt.-~':D'¥fcl,>TIw
~,()~t to tR~'llay('r,!{()f.FiU<~h))rfl:l!ralliry .' conld}H" JJ:l(),r~ l~:1n?Ur Sll,yj ~·~·~+I~:I~,:.,WOlll (1
Jl.r~lln(~.f'. fOI~. rOlH':l,ll~l(Jr~~ TJ d~nllp[-ar.~·l'(~.Jl("Jrll~,~l~w~j~l'JllO,Fit ·(lpf<',rr~( l.n~f~·f.{fji'l:l~,
tl~n :.e~ ~'f~ (">:-:gh l~lv:ity: :hni'. ~1}('t:'~1 ~l~'flnt.'(,l :,n~',~~~~:r~} ,n,~itl '.{hp,.~,~~ ,., ;\~. d r:t,~,:rM1J~~_~,~~,h~il
Jlr(l(~p!;8.:1In~'llN'l1 .ellg:t.J:!:!.tl.lll" s'ullpl,S·.· til ,('(I~l'fl.r,1.ll.:.'Nl:V~,·f:l(·.t>; ..Thl~' ]ln~, .•.. lH'~'n:!{f;t)Jh~t61,n­
tlnfNl,.iullrad k(~'h~". XA'RA'~ :nn',,~,w' ,rod '~S.'''Jt lH~thr('('::n:::pnr'it·~::\\~~t~~~r:ln'
hl,~;tclri('l}lly m,lU Ie '.t:h.~ .1n:rg(".~t,.J:llt.~1~hPT 'fl,r:- ql''{('rr(>(l""dpt.ptlni nnJ,i Otl~,lJJ,~~:::t,¥"(i>;:!'~:lHt
q"?Y0-r HO·,lJerCt·n"t. ()ft~le Tt?fJU(%t:.; ·for·.,·,lgtf'n,t(:':r':tig-llt~·':,()'v,~r:lt' ,.lteF-i.I).(l:,;~qH\ritHq;t --tPll
~(~llr~· ...,;. • ,.,",,>, ..,... , " :..'., :::' ,; "". ,:, ,.... :.,','::.', "' - ...:' '.:,: :.,.:.,..'t\~:":.<';;;;;':,~.:;\"':' <. ,., ..
• ' .. g.i;r~il:lrIY~ fil~ nhili,ty ,fir,' qQy('ryinl{"nt.,p.i>,r~.O~.I1'("f .to:rl~f!lf:~·~ {t~{, ..n~n; ·.tn\"~J,,:t..inn
I,!ol., iclf'nfiflpcl. ,thn.t.l1tll~zn,tiqt~ ' ....i 11. h~,~~ ::hf' p~q~!.IC.t~.(t,~r .tfi'~~::9~,IYf~m'~,fJ)r~:" ~1l. ~..il~'~
1j'f 1(" nnd .fl!Tpri Il~ t 1~,~.11~r,(>11tinn:{o-r·.'li~'("li$~~~.'. ~1~~nl1~('f:.thp t·shn"1.i~(>r~r~l:",fl£',Y~YI~'~,~,,,,
?rh,fr11.Iilplhf'. i ny'Pllti;t;!$'~()ntrn('tnr. pnTl'h,(>:"f:01W}1( p,r-{"~'1,{nn:hly,I~,~l~,:,,'I}:~:f:'~r~~tril'Y

"on. 0: ·,npl1(,xclu~,ly(" .·.:.hn,~~:fl)~': TIV'if" .• t.q, .. fVI.ll', Y:. -:In:),::. i'~'~~('~J~'f"', 'In('iHI~,,::'{o:r' ~~..~i:~;~;iJ~,rn~)l t
l).rt~~nl)'~l,t(}; .. en.~~lr~ ,th:lt;.,{)n.wr,:,fJX'1l1~~.wit,~,p." ..t·:'Ji('~~n~·t(t:, ...x('11l~i:\·rt)·:eT;\n~,~.f¢~?'l~l?
~1\'~lY:. w,ou~'<l,~o. -ft. he.(~,"'~:'·Joh'..• Qf:'·(l(-'\"{OloPi-ri~,:.t.l;r:'~':I!'Y~llt.I'?,tl: 11j';\,Il:,.'11,:' :~YJp)l~~',:,fo:h~,
t'r~~t~:~::?r ...1l;. 'liff?:n~~·n("~:l~·~,,: ,~n~,!.t~:~t~I\:"~~'~;~l),fS(~:' ·prp\:i,riH,~1~;'J1tl~~r:,.:ttrp,~~;~;~r~,';lt
lnl'k,:'$.o~u(', of.. t-h~·,'·~H!l:('),W:~llg~~"'~',().f,,~lH~,~onlrQ(l~ot:;ri'Ut,·.~~fl1>ririt\'httr·t,::f.lJ'c::~tnY£:1jt()t'
~r;,It,Q2f:p'~f"n(OrR~'~,:r:k-i,.~~',!(l:r,.tp~I:~{:" •.... ,>,""', i'."" ::,". '~: •. ,. ,. ;,'; ·i:>:,:>,:'·,':.':'"

. "::,9:{l~:'CI.l"t) h~,,~,,1 r~.pm tJl(:!no~t ('n.~f~. til E"c,) ny(';!' til)1!,()l'J::N?,i~J:I ~i.O~;t,,'i'-t
Jnter(>~Jor ill~ntlv(>.tQ-·. ,~r~llsf~r ;i~s· kno\Y~ll.o\y 't(l, :~n():tl).,~l' ,fir,in. ·'~),?N:tlP~i

.. ~ ','-'~~.

.. t.JJi"

~
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pC'Ht f)T.. :-.ro:r('{)~pr •. thev<,r$.:pr()cp~~.()'r- "n-t tptnptln ~t:() 11ntl II.Hetna tive'c]i:>rktc)peri'i
wiU Nhllply ~('rve to 11E"lny 111'1 \"llV'in\'~st fl}('ut andc(ml· t.hE>: intt'r(~t of t,IIP'Ill,·,,~,nt~

iUJ! ,('nJHrU("ur;' It wiHal:-;ofor{'€, ,rht' GOyprnUlPlit" intothl> pxppn,l'lt·_9.CtiJ:H?g
IlIlhmtllpp~'i"'ntions,in ,nrdf:>r Jo n~sllrt' tlmt a }ml{\nt-is It\"uilnlila if E"xc:lllsin."
11e('rISiJl~'isl~llilllatt'It..dt>{ •.tut>d:n'(>,I'(.'~~ap.;", _,', ", __,'. ,.,':1

] t i;.:: irHJlort:lut 'thmtf) 't'n11Ihn~Iz(l tbn,to dpfPfr~d ~l_pteI'mination that iR ,truls
gpn-rt'<lt 0 _rt>sol ~e th~ questi<H1R, th,rll 't rouhlp.'oPHonu('nts· '()f flip -t;itl~iu.tlr~"-(·f.lJl~
trl.lf'tor:lI1prol1(·h would hP.~O,(,()Rt-IY., (·olHllli:'-x-. nndtime ('on~umin~ns-t.o d'i~·

('(lUrn:.!:'~·,:m:lIlY ~'ontrndnrl-l from' rf'flUf>StiH~fi/.{ht~ in't·ll(' ,tir~t in~tanep. f'~p('('ially

~t.llaH, h1t~itl(,:-::-t{·s.'Hnd uniY~rnith.'S' 'riwy mny('ven Hf'JXl(>('t to. Tp-port ;tIl(' Invf'ut ion
11IHh"r :-:ndld~UlnstnJl('('R; ·In ,:Ill lik('1ih(~,{l. withol1tn 'r('(lt~f'st'for rirhts to
t rlJ:l!f'r tlw (h·(prrNl df't'.'rminafinn IJNI('f''':S,-mO~t:H~(>n('if'swill ha,ve 110 ~".~"'cnth~e­

to lIn lln:rthing with thedisdo~l1r(', and thc-in\',('ntionwil:1 fdl into till" IHlhlie
flom:lin to bp n\'ailahl(' to nil find, in, mo!':t, (;m,,~, rlr:tr:tif'~dhy on€" onfl" f1S :-;!'f'"lll:'>
tfl 1)l" th('('n~(> with a \'('ry~1th!'ltflnt-ial porti()rt flf tlip 2~,n()O pat('nt~ flnw in the
(;~lY;"; ,-,:rwnt ':;; JIll 1('lIt portfolio, I n'(I('('<I; nnclpr a dpff'J'rp<l' dptpnninntion ll.pprnfl('h
til(" n;::-{'n~i('~ would Ilrohnll1y 11(' deyoHng' SOmal,I)' r("~nur('f'S to thoJ:i(' ('a~f'strllf're­

right:-; \~-(lrf' rNIlH':-tt('(l,,-t.hnttlwywOl!hl. hnV(~ in:;;lItf!f·ic-nt, rf'T~nnn{'l--or'int('rC'Kt to
study inn'IItions and encourage dC'n>lopml"nt and markNing where rig-hts' wpre
Ilot ['('<Jue~t('d,

SU!ofMARY' ANDCO)'[~H;XT,\RY

It is ll('li~Y(>dnppar('ntfrom ('l1rr:-ful- ,exnm~:nntio~ 'of. the ir.lpaC't of llltprnnti,e
FntentpoIides on~he 'fariqll~, ohje(,tiYes of GO'fernlllent>atPlltp~lk~'that the
tHIf"o1" firl-t .. option, to ,-titlein' tIle, co-ntrnctorapl'roHclt ; ~.::, SIlJtf,'tior tc) nny. otlj(>r
Rilprouehon pycry count, 'ThU;;;:•. pnhlic pn h'll t~~p~hli~,h(m('Jit~an"ntJtnny:nmll~.

Inre:!t·hing·. this C'Onclusion it should be, keptfirm-Iy. it. inind that we are not
<1Nil.ing,i~nhstrncUons,. . .. ' , ..', '.' .' '.:

~rh(> Iltlmhf>r of pntentsATnnte.d_totiti.z('n~of:tllfUnit~<1 ~~tates has fttllen' 'oft';
In'H~19nly .17'1,lrrc,<-'.lit:o[ tq.~, ;~it~nts is~ne~l-l~,th~,:collntrx}'.',ere i~~l,led tl)

non-~I1Ie:r,i('l;tns;. currf'ntlyth~' ,~,tio'. is'll,P ·to.~ht),ut:.30:p~rcel)L,TIm. ~.t,ntistk!". {\}:::o
indi('at~,. f(~wer "uiJ{",: in\'(>nt.'i(>I1's~f-h~ .~~te.of,: ,rre\V- clru~: intr.od\I~tiQn!5,ttK1ar'i. ..
ub(~ut. on~fOUrt~, the 'rat~ 'or. .. ~5 or';2,O::rfi;Jl,X:R.'~.~~a?<.1.·.it ..~~k~,~}.O.~l*,{'ttQpnt"th(~nl '
i,It" t-l1e IDfrrk,eJ,III the :~~rn~i~nl' fi~m._j~":ll'·e.t~:~¢~,,.~i~/)t~~<se\:en~:e~rs 'fraID'the
la-hOI'll tory:t:(),:t:h~~~Plret:'l,~;YC;~Pl:,~gO ~t:,tooJi,~p:·~\·~in.~'e"Bf:t:W(fy~ar~~.,.. ..' '.... ':

W':e a~.t\fltlti(}n'R:~~~l,¥~~~:tJ1;;,~fJ~!),:pJJ::~e~,arell.,.UJ~1.n*,few,~:r,.:p:~nt~,:aJ1dp~oducin~
f~·~\·, ,In\·eutl'on's : a,nd.feW:£',r,,:,bf' f~~,:inr~ry-tioJl8 :'\ve:''4B::-)r:~t~~ oreu<tll:t-be;.-ma-rl;;et~
J)ln~eHl:n,clJt-tn:-ke~ t~~.mlo~geF,~o.rea~flJtt~,,"." ii, ,,':::. ":" ..:,:.'" '., .",' " ,:~

~ .Fn,4~'r:th~ a'('cept~d"~~tfl1iHo~:pf:u~llQ~~r-c:lpy~loI*'d'~6l1f'I'~rr,.~~hkh"ls;~~;()ne.t~at
e~'por~Rtr~" ,I:Uaterr~ls. tqmillJ;l~n~;li, .lt~' :bn:l~,I,}ce' :~J,'.:pa!ll)el)t$,.\\~.llpe"ltf~J~lr.ts
f1.ltis~lt·d·,goiXl~ tOI1Ulilita~n: lts, st~.Il'~aid:.of,Url.ll,~? :We ~'!~'Ilo,,~: ~~,~m'~~'1'4e\~,E'1()I~<1
nuti:()n'~:",v~;:I.lJ;e'exI)(jrtiug,,:()ur, ~o!ton.:tlril her,;,.~r~ in}(>b~J:ft:nd ..otI1.~r:, ,ra:~,.tl:l.~t.~:l"i~.l~
h~ or~l~r, tQ',pa!" .. fOr'::~atp~rWsj~-TY,~,ets~'rn.dlos~, t90'~,:' steel< cl~tblng,an~'D:hos~
9f0:fh:er:,:fill i~.h(:<I' pr()dll{;:t:~.. ,', ':,. ':".,',' ",' " ;:' ',,' ,':',,:,;,.", " ",,'.,'::,., "';,
", "r('(:tay,:scien.c~:, ls.1)~~XI~, rn~~~:.su:b~r,,".i.ell~.,·.t6p~litf.~,;lV.i.t~J de.c~gidU,~;.,~.l..tti~},l~;~il,e

-' not nnsei.li:'ntl~~,1{lefr:;"'l)\Itqn Jl~lit~<;nlQPp?dun.i-tY-.A'J1~{'ff()rtS:~~o.f;(}r~y~:r~.t_':~lt:iIH;;'"
~.r('ditJlrt~r~vell.ken.ou:r J~a;,e.n.,t,sj;:s't~Jn~·l¥f('-ll.'o~~r';t~e hi~~ory or our,'coll~li/tii~}jt~,s,
1)!.,l"ldpdtb e-, 'f,l1ce,ntiYe f?r i~.no\'~tloJ1":' H ,is,}~tleed,i ,nople.· m()t.i'·~"to. ,iJ~~.;f~\;rJ:iH
p~opIP .. t-he ':b~Ilefi~s.:ot'P~lbJJcb·': 'I)~I)~~,ted '. re§'~~rctI:;',a.~,~,:,,"~,,',clnl ngT~e· t~,~,t<tll::\f­
<1 ollllfs: ,$I)'~Ulel, not'h~. ,11~('d.n s ·n" -liIJ~1l11S:,"()f ,.rrl;rJ.~~ ii~~'1!ri\~:Tt~' ,Il~.r:t ~,P~.~,V~:: t~n1~ijr.
hO\V('\·(>r~ <he vigci!nnt.'·Jc:'~. f.lre, yif'~'~', on "f:l:l:~,,; ,l~~.~~~..': ~n," 9~,\':e(\;,~~Ird .t11~nl~e<1't:k~lJici~
enlqtlG.nal. mol(j i ':I.~~'.,p-utS()Ok~rlSJahns: to. t 1~~:r;p,D;l~(~.r~1i1 ~S~J;l()ft~,e 'pubU:c·..p'lt.~r.~w:(,~J3i::
pnllHe w~V~r:f!."ls,a:,~t.Ch'.11~1~l~oJ:"~ultil'l!F~:g.,p()lir}~,nl.:[K)~er:,.,"", detl~l~n inK' p~:N~Jt"

-. of',poUtienl '~IJ1J;':~1!}:i:~~'~I1:,sud~l;uard:i:rt-ns:~)ip.r~,'JJl'~ ~r~nfr,rnHh~l.t\'~d'J~"r::iJ,Wtl~DQ.'tJpe.
1'11rf.a,n(,ffl.tl'c,Il1~ze'.;'\'herenQ¢Qtmtabnitr'~o(P~~.;tl}e:.feJ:lr;,ll:nqe·r':su,(l1l/9qtrii\1~fP'll,S:'

.' t '!w" li,tlllOspltereJ~('nera tedteil{l.s:'to .be;O~le::::?ts~if~protretl~i~"'ljl,lt:.tiffijr::".~;<H;,h ..,trye
d:)n,1!~r,that'- operatiu~, o~ the s~stem WHlt>ee0T~..'lfd~SPI'oPorti~,~a-t~~~t.t0r~I"l~
obJeotive. . . '. • 'ti.,', .',

~~n:ort, fR·. fnnrl-nJ;ll('nll:tl., t(): f~r'tt~Ul~;f(,l',nf..t~htt()l0I:f.V' "to.t~~: lnA r¥et.nl~,g~1:l8;'n(l:
~'I fPrpv:(">r,~rrC}rt, j ~,,:n~(1:e(1. ineeriHve-: ,-l~.' ~flu h~¢<l,: ".:~ ~"~li is', :'f'O\JI)Jrr :In.~, :'piif¢~t{·~~i~+
.tPPl Jnl~<;' provldqd.-thnt'.'in~e-qti~e.··,W:rQllgh·.. it,:]·:: ~.~l?JH~iQn prl,\,,11~ge~. ,t(ml':bun- 'he
:c~\n~.i(1(·r~4::t:~:Jl~:~rel)~~.lQ.,ine~Ur:IJl:,~J'~.0o.n·o:lll,i~::.e~lj:~ff~u,.. :...•.. ',. .' ~

. " " . E(x) "';PX,.f(X) . C' '.' , .

whore E(x) Is ihe expeelM "elntn, Pi: Is the'probabllily or suCcess imd f(xi;
Hl~ h~tal,\"alueo'f;~t~J:'n. -, " "-'. " " '.'
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Th~,prOlla.hlIltYof, succ~s_fa,-Jnd~tfertal.I1IY enhnriccd, lly 'Ule' ¢x,lst~nce~,r.Rn
InteHect~,al ,:propeIty '.rfgllt~_a, Iluttint. ,)n ."todas·~ ,technolol;icalIY:·l,l,lf¢f.l~lv~
atDlt)sllh.eresorne, protectiu.ri for :tJl~ hca,·v, l11\;~SIUle~lt r~lllil·edind'(\\·~~:HW~H}nt

is,inore· t~turererIleces:snry.,The _,l(lud 'limegh·en"IJyexclllsiYekJH),,\~h!.f.fg~. ;~,. ...
Jlntentsfs_~horter. tlu~n (>\"(>1" hefrlre; It tIHltl(,:ld Ume disaVP'enr~. ·throu~h~ll,r~
tber we111{{;~~iI~g of tlIe, patentsystelU,Qrweakeu-int:;.of pIe nhIli~Ylo: (loxtelld
eX:c111Si,ye~fgbts_to. IntelIectnnlp~operty. -It I)1fiyb~ome eeonnmiNlll.'I'" f-;~HIJd to
he secondin th~_ field~ There Issn[n~evlfl('n(:e0fth:;ttsecond;plnceptllIqsoHhy
in the medkaUy~oriented and ,other fields. tflday:. }')ll"ther erosi'onof th~.e:x~

elusive, rights tq inteUectunl.l'r{)perty afforded under the ('onstituUorfeonlfI
lemtto Ilsc-cond-positioJl nttitu<1ein C.s. industry. The next st('Vis willingnes.'i
to he a second-place nation.

S~nator J3AnT. :'1r. Reimers, if you would proceed, please.
~rr. Hl·;Dmns. Thank you. I would like to first apolog-ize for not

having copies of my remarks which should only 1m ahout 9 or 10
minut{'-s long. I ha\'e r~\'ised lily remarks on my way here, and we
will type tlwm up.and wi.1l make them available to you.

r would like to touch on some specifies to help a better ull<lerstaml­
ing- of t hi;; issuc. At Stanford {Tniversity, our omee is stafferl by mv~elf.

an"associate, and an administrator that functions also as th" secretary
and bookkeeper. 'Ve also employ par.t-time student help, and a full-time
graduate stllrlcnt is with us in the summertime. .

Of 50 to 80 inventions disclosed per year throui-rh our olliee we end
up with about 25 percent after a periorl of evaluation. Of these that
are accepted we licel1s~ approximat~ly half to industry. Of those that
am licensed. less than 25 perce-nt will filially he sllccessful in reaching.
the marketplace. That is, about 1 in 50 inventions tha,t we receive­
ends lip in a viable process or product.

The pat~nt is rarely the most significant factor in a license agree­
ment. It functions as a linehpi!1 in university licensing at;ld its ab­
sence .forecloses a product de,'elopment agreement when: withheld by
the Go\·ernment. A license agreement to US represents collabOration
with a company in the process of innovation. It is also important to
recall that people create and make new products and processes, hot
patents. . .

If significant proprietary protection results)n the form of defen­
sible patents, that to us is icing 011 the cake. Them are r.otable excep­
~ions:such as .11 basic ~l1tc!'t for anew chetni~l formulati<!~<>~hich
IS UnIque and Its. fuhetlOn IS of great commercial value. But,'l-h:tnost
cases, 11 patent simply represents one of many ways of accorifpl)?hing
an ~fl(l. E\'~ry incentive is needed to encourage a company >{Q!~.ccePt·
for de\'elopment a raw·university concept to one technical alterill!cfjve.

I.-:t m~.go through a sample license sittiat!on. I was goillg':W/,suy
tYPlCal hcense situation, but each license IS unique. There~s.t.-no
typical lic~nse. . . ",;.L:·

,Yo receive an invention di~losllre co\'ering 11 methOd}he;:p:rin«iple
o~ wInch, was demonstrated m the .laboratory. and wh'!j!;h\lf\Vent'lon
wIll reqUIre further rest>nreh and product a,nd marliet tTevelopment.

A.paper describing theoitwenti.on.has been submitted'ti>~'a j.qurnal,
and IS scheduled to be pubhshed WItInn 4 to 6 months. "I': : .

.It is one of the 25 plll:eent whi~h receives pOsitive ~valuaHbil\:and
we decide to file just l1efoi'il the pnplica.tion bar. . ... ·.i .•

A potential li.censee istargeted i"hleh ha.'l mill'ket acceS\!. T'I'-Q>or, three
missed targets later, an exclusivelieense. toencollrage ·capifal . . .

I
~ ,
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!'lent. is negotiated wi~h a $15-miJJi~:m-per-year co~panj for approx­
Imately a 5-year perIOd, after whICh 5-year penod the technology
would be licensed nonexclusively to allcomers.

An initial conRideration of '$10,000 and an (larned royalty of 11 per-
cent is negotiated. .

The gracuate student and professor co-investors sib'1l consulting
agreements with the lic(,:'3ee. After the graduate student becomes a
full-time employee ofthe licensee. . .-

After avcars there is, (a) a technical market decision by the licensee
to drop development and terminate; or, (b) the d(welopmcnt periorl
is extended; or, (c) sales Legin and royalties flow at $20.000 per year.

By these remarks I simply wish to make the fol1(nving points.
Fil'St. The patent covered by the legislation of S. 414, is only one

part of the "deal," which deal may enable a new product or prl'Ccss to
become a"aibble to the public. Usually not important, the patent,
however. is necessary.' .

Second. Licensing undeveloped im·entions of Govern!Uent. research
is noteasv and few reach the market.

Third::M:ost inventions rea']ly amount to sma]] potatoes. We would
wry much like to have O,le of those patents mentIOned by opponents
of the bill which wonld e.nable huge profits. Infleed, it is the hope we
may find the "big hit" invention whieh would gi,e us inccntive" to
keep mining-invention disclosures received. .

I'i'hen we get that big- hit, we would try to Jieense RS many companies
as we can, possibly after a short period of e:l:dllsivity for the first
lic.enspe. and a]] net inoome will go right back into ed11cation and
re.<paTch with the promise of producing yet other discoveries for
public use.and benefit ina self-regenerative manner.

Let .me turn to a specific sit;mtion. Thjs..was mr;ntion~~ in,j!l,rhlen
form III a ~fay Newsweek article on U.S. mnovatJon. Ifll!ustrates It
current prohlem, underscoring the need ror section 206~of S, 414. on
confidentiality. . . . . .~,

Tn this exa'mple. under an N~F grant. computer axinl technolorry
(CAT) was developed for which '1'7" filerl three pntpnt applications
under authority of the NSF institutional patent ng-repment. .

The technology was licensed to a IOral compan\' honing to ('nter t,he
CAT market.-I received a call from NSF thongh informing 1m',that
an attorney on behalf of a :!\<'w York hw firm had com.e in wi\1l:\i:ll~
to go through ,grant files on this work. I inquired of the NSF wh({~lie

law firm representNI ahel ,\'hy they wantcd thi~ inforrnatiol). I wa~il:~l'..

vi~ed that it was hot necessary for n frepdom of ilifor1liati6II::it.6~_;r.e~·
quester to providcfhat information to the KSF. '. "';t\;',,:

In cOlidncting-'onr own investigation it apnea red that the Inw fi;~
represent~d the forei!!J1 and ma rket.-dominating- firm in thafmarklit:
becau;;p they were <-ounsel for that firm in its patent: suit rtl#1inpt the
only U.S. company nt thllt time competing in the CAl' m~ket.

'Y(I uraed the NSF to wit.hhold the docum~ntsunder'Hle eKewntion
R<'ctions a and 4, of tlw Freedom of Information Act hut the. NSFte- .
ftlser], 'Ye are in a patent. interference snit with the for.ei!!J1·comt ..•,
on tho most in\pottant patent application of the three. Tlw ad,'ari~lil;te .
of th,? forp.igou comnany llll\'ing acc<'ss to our records and whe.rii·~.e

don't: ha"" access to their records, isob,·ious. ." .. - .. _':- >, '-, <" .... ',.y'.:'. c...,.'•...,,-,: ".' ,"-:.0 -', -:' -', c·•..;,··.· _:_: ...... :. -,' '-' :~.: -':":.> '.
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Another situation of intercstlv those concerned ""ith the matter of
U.S. innovation is G.lly partiallv remedied by S. 414... .:. _ .' .....

The National Technical Information Service, ·which is &larp;ed
with distribution of technology resultinl:\ from federally funded re­
search, has found that foreig!! companies make greater purchaSes of
U.S. technology in NTIS than U.S. eOilipalli{'s, In faet, the .Tapanese
market had b,'en the large,t a few ypars ago when it sharply dropped.
It was learned there ,,'as sllbstantlal indirpcl sales of ~TIS material
to .Tapan presumabJy for production of nlaterials of saJes in single
copies.

To mncdy this problcm, KTIS has arrangcd for a direet dish'ibu­
tion outlet in Japan for morc efficient distribution of U.S. technology.
Is this in the nationaJ interest?

In the Fnited States ,ye find a system of "personal incenti"es"
whcreas in .Tapan, and certain non·free·enterprise countries, there ap·
pears to be morC"of a "gt·oup incenti"e" systpm. The personal incen­
ti\'e system more oftt-n results in a not';Il\'ented·herc syndrome with
respect to teclmology of othpl's. .

On the other hand, the group ineenti\'e systpm at lpast in ,Tapan
to my experience, is morc recepti \'e to technology of others. Thus, I
suggest the strong possibility that greater usc of U.S. technology is
made liy other than U.S. industry.

'Vithollt the ownership of patent rights .afforden contractors
through S. 414 in their research 'results, the incentin'-in fact the
mason-to cven liother to seek out an infringer, much Jess enforce a
patcnt versus a foreign competitor orgn:nization-is absent. This pro­
posed Jegislation will pro\'ide the certainty of title which will pt;ovide
the rationale for universities to inVl'st in timely patent filiI1g mld ago
gressh'e marketing of the invention to indu.stryand, byiridristry, the
rationale to invest its risk capital in further res~atchund de~~IQpment
direetl'd to innovation of new procOBSt$ and products. ., .'

In the cycle of innovation, subStautial ta·xcs ate generntcd in saF
l\ri~s, profitB, sales taxes, et eet('J'a. It is from these taxes which funds
,'an be injected properly into the basic resc;ll"ch to point the cydcof
inno\'at:ion. Section 204, tcturn of GO"crnment im·estment,· however,
is a mcc1lanism for another fonll of revenue .to the GO\'el'nmcnt and
taxes amI appe·ars to me innppropriatl' and dllnwrous as a'preeedent.
. This iB. only a minor {juibble with the bill which, if enacted,; 'I be·
lie"e will he of grl'ut public licnefit.:'
..'nmnk you.: . .. ....

, ·"·HimatorIhYH.·Thank vou very much lIfr. ·Reimers. .':.:..
In the way uni\'l'rBiti~s f!IIlction, of CQurse, the income voii.~pllld .

rl'ceivc und('r this hill :Would be plowed ·back into what IS. tirllll{:v a
public function anyway, more research. IB thp!,'" a distinetionJ~(}tw.een

the rightB that you would get und,,:r this bill.,when VOll wa\l~d own
thc patent, and under the pIan'snggl'sted b.y Arlmiral~~,ko'Ver which
.would allow uni-\'cl"SitieB to receive .0. 5·year license. fron1- .a. Govern·
m~nt a~t'ney whil'h would retain patent owncrship~'Th~,.ttdinii:al in­
dicated in his t!'stimony (hat suel! a plan would not oijJyof(~ !):lore
pl"Otl'ction to the public, but ~\"ould also he t;asil'rto adminis,trr;;,tTo.""
would, you compare the plJicwncy.of allowlIlg .eontri\etop.; to·;~~talll

titl", tojnvl'ntipris ,'ersus A\lmiral Ricko"';!"s .pUlI) :fQ'"'J!iHn~:.«J:!iverc
.sities a 5·year license with the ug<>ncy retaiJ:!ing title to'thl' im'· " .
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Could such a plan hamper your ability to deliver nc,,: products and
technologies to the marketplace where they can benefit' the publid

Mr. HEDIERS. The bill will extend Our incentive to license technol­
ogy from ot.her agencies, such as the Department of Energy. At this
point, the Energy Department retains title unless a contractor suc­
cessfnlly petitions for rel~ase. 'Vc 1m\'e only received a release to one
invention from DOE to hring to the public, that I can recall. In fact,
tho AEC now DOE policies of "tight" control of technology, I think

, has greatly restricted innovation h,'energy tcchnology. Admiral Rick­
o\'er's proposals to tightly control tcchnology, inclnditig the 5-year
limit. will also sharply limit innovation. It is nnworkable in practice.
DOE's CO,1; ral policy has also limited participation ill nuclear energy
to a very few companies, companies that have market position don't
need patents.

Srnator B,\YII, "'ould snch a distinction make a difference as far as
tlw University of 'Wisconsin is concerned?

Mr. nRg~fER. Yes, the 5-year period that Admiral Riekover suggests
is quite obvionsly to anyone with experience in the pharmaceutical
industry, not nearly enough. Again, referring to a recent experience
we have had where the invent.ion was,brought to us in 1968. only in
l!l78-late in 1!l78---{lid a company finally get. throngh the Food 'and
,Drug Administration and get the product int.o the market. So the 5
years is completely nnreaEstic.

In addition, if the llI)iversit.ics or nonprofit organizations accepted
an ('xclusi\,(l liccnse as opposed to title, t.hev might be considered to be
fun~tioningas a patent brokerage'hQ~lsemid would stand in d.anger of
hann~ th('lr tax-exempt st.atus questIOned. That would certamly be It

consideration for an ontside patent management corporat,ion such as
'\ a res('areh corporation or, in my case, the ~WisconsinAhimni Research

\Foundation.
, S('natoi' n~\YIT. Dr. Andre"s, do you 1I1we/t,commentl' '

Dr, AX1'lREWS. As you lmow, Purdue University has a specific 101l~.
well defined paten!, policy. That policy: is administered by t.het'urdue
Research FoundatIOn. I presume that IS for the same reasons that the
"'iseonsin Research Foundation exists.

~rr. BRnmR. Ytos.
Dr. AxoREws. So we operate in asilnilar way. , ,
Senator R\Yll. Gentlemen. I had qul:>.stions that I was /!;oin/!; to ask

)'Oll hut. fraukly, you have ans"ered most of them. I appreciate'your
taking time from your very busy schedules to he here "ith us. .

I hope \\'C, can t'ontinue our comlnunication as we proceed thrOI11.1:1\
!he legislnti\'e j)rocesR to SN'l it there are other "aysthat we can ejf~ct
Imhrm'emenfs in this hill. . ':{~.:;

"'e anprecinte' \'our lllnkin!!' the ulliversity e:--Il('riencc in this fi~'(l
n\'ailn]'le to us. 'w(' arc all in OUl' O\'m way a product of onr indi,,,idilal
~xpl':'ienees and thel'e is no ,1 isputing A<lmiraI Hie~over'~l*pe,ri(>~ce
III tlllR fiel,l of ,le\'elopmcnt of lllwlear ener)!y. but hIS c;p~l"}cnce Wltll

,lnr!!e corjlOl"fltions 'n,nil contmrts that arc funde,l all the \ya,y,t,hrOl)!!h
dewlopment Reems to 1m (titite a hit.' ,lifferent from vonI' (':.;nl\rieiiees
withhwentionR ma,le under hasier(,Rearl-h where thPRe prodi\;'t~::f;i'e­
<11\entJy cost. 10 timeR ftRl'\lllch to dewlop and market. as the,y (H'q t-o
diRro\·~r. ~I)il wllCrc thp GO~'<,rnm<;nt is not goinj1' tomnke this inY~st.
ment. It IS these types of lIlvenhons that. yOll are concerned about.

. :~ ._';;',-':-:":'
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Senator BAYH. ]\,fr. Jancin, thank you for being with us th1~morn­
in~i:r. J~.!'CIN. ~hllnk you, ~fr. OIt{tirman; I realize TIte tinic~f~ola!:
Rnd I wHI keep It short. I would .lrke to have the APLA statemellt

, ... c:-:. .., .....>.,:,_. ,- .,,'.... , .... _.::':"," ',".','," '-',:.:- (:.-.:,,:: '-,- ",. -',',,:._ '. ":':::' ."_" ...' .,'0 .'<.'::,,:', :'_:: ,,:-,: ...>', -',,_,' """'.'. '- ,-:... ... :....,.. :.... ',:-',:",:"':\-.:';4litJii{;;;

21J

,;;:1

These types of e>.periences are so different that this,could explain the
differences between your and Admiral Rickover's ideas on this subject.
Is this a fair assessment ~

lIfr. BREMER. Yes, I think that is l'ilrht. I think one of the thin!!s to
keep in mind is that the research conducted at the universities tends
to be very basic, vcry fundamental in nature ane! as a matter of fact,
therefore, the fundamental inventions that Admiral Rickover referred
to are most likely to arise out of lIninrsity research. Those are the
ones fhat need the development and t.hose are the ones that necd the
protection to supply the incentive for tlevelopment.

In onr experience it is very necessary to utilize the incenti,"es
afforded by the patent system thron,rh the mechanism of permittin~
the ~mivprsity contractor to take title to get the~e invention~ into
pl1hhc n~e. . .

lIfr. REIMERS. I think if Admiral Rickover..instead of a Government
employee, wereilresident of a smaH company with a deci~ion to im'est
or not in an invention deriving from Government research, he would
have a quite different viewpoint. .

Dr. ANDREWS. I think we are coming into a period in the United
States where it will become far more important to us than previously,
regnrdless of how important tllP, past tethnology has been, that1 think
we faca a great deal of revolutionary possibilities. For example, that
there are many, many chemicalsllbstances in the United States, in­
chIding all of the antibiotics. including sllch common substance;; as
vinegar, for example, and alcohol-immerol1s vitamins and so on
which are produced by biological processes that because of the advanc­
ing state of knowledge and the changes in information available to lIS
tbrou~h biochemistry and genetics and.reeombitant D~A, all of which
means that we have possibilities nqwof introducing g~netics from one
species to another species where it never existed before. One of tho;:e
specific examples is tIte pqssibility 9fproducing humnn insulin in
microorganisms rat,her than being dependent: upon it at the slaughter
house from the recoveryof the pancreas O;fcatt.le and sheep.

OK, our whole chemical industry, which has been largely based
upon.hydrocarbons from petroleum. petrochemicals, is in the proteos
of bemg revolutionized by the neces;:ity of getting those hvdrocarbons
from. other S01~l'CeS part.icul~rlythe.biologiCal. ~(nd if onr riewchem­
lcal mdustry IS to thrt\·c It IS gomg to reqmre hundreds.· or e\'.en
thousands of new processes and mplecules all of which could"be pro­
tec.ted a.n~l much of this work is indeed going to be earried oitfin the
UllIve·rsltles. . .. ' ,.

Senator BAne, Thank you, Dr, Andrews and gentlemen, We ~'i?pre.
ciate very much your conti'ibution to the committee here tOtlav. "~;,;;

The next witness is lIfr. Julius Jimein, Jr., vice president, ~\milrican
Patent Law Association. .. .

tESTIMONY OF JULIUSJANCIN, .tR., VICE PRESIDEN~;"AMERICAN'
. . ' . ' .-, .. " ..."', .... : :', ".':':' .. ,:':..... :.: _,' -",c"',:'- '; _' : .- ':':. .- :,,_,' " " ,:",;', :"",<,;_"",:._.. :-,_._,{ .-.:.:., •... :,', > .. ', ..

PATENT LAW ASSOCIATIOl., WASHINGTON, D.C. "
", " '0,,,'.0 - .0. -,' '.'",' , -'.."" iNA:'
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entered into the record, and I will highlight sev".~al specific point;;
froniit. " " '

The. American Patent Law .Association is a national socie~y of
]nwyers engaged in the practice of I!a~ent, tra~cmark, ~oP.J:t"lg:ht,
licensing, and related fields of law pertaIlllllg genencnlly to Ill~lyrtrltll;
commercial, and liltellcctual property rights. The A!,~A.POSltlO~ on
S. 414 was de:eloped through the .work of ~he ASSOCIatIon Comml!tee

, on Small Busmess and the CommIttee on Uovernment Patent Pohcy.
The APLA. supports S. 414. "'~ aPl?reci!1-ted the opportunity to

. / eooJll!rate in the dC\'elopmen~of thIS legls]atwH III the 9ath Congress
V relatIve to the predecessor bIll S. 3496, and we welcome the opportu-

nity to testify todl?-Y in sup~ortof S. 414... .
APLA su<YgestlOns to S. 3496 were adopted III S. M4, alld III the

spirit of adding constructively to thi·; legIslation, ad:!itional recom­
mendations wilrbe offered shortly as a part of this te';fimony reJ.ative'
to S.414.

First, however, we wan't to thank you, l\fr. Chairman, for your
recent activ'e interest in securinl! adequate fllnding for the U.S. Patent
and Trademark Office. This Iunding mattel' is directly concerned
with industrial innovation generally, and has a reel relevancy to the
way in which university and small business-related invention rights
arc developed and safeguarded via the patent system.

The enactment of S. 414 should bring simplicity, rationalit:t, uni­
formitv, and certainty to the operation of Government ratent policy
regardl11g universities and small businesses.

The lack .of snch a Gov'el1l111ent patent policy hnpacts negatively
upon industl·ial innovation. This is set forth in th~ December 22, 1078,
draft report of the Adv'isory Subcommittee on Federal Procurement
Policv of the Adv-isory Committee on Industrial' Innovation .estab-
lished as part of the Domestic Policy Re,view. I have a qu.otation in

'my statement from that rl'port that supports this ,proposition: ,
, The APIJA believes thut the policies U1iderlying S. ~14sh~lild apply

to all G'o\'ernment contracts. Such a Government-wide polICy would
pl;ovide ari e\'en stronger 'economic and, imiovation-incentive stimulus
t·han will he prov'idNl with the limitations of S.414 to universities
and small business. Hovvev'er, we are not urging t]mt; such an amenq-

.ment be made to S.414. The APLA is prepared to continue to w.ork
for broader leg-islation with the CongI'ess, and with Senatot Schiti.itt
relath'e t.o his bi.JI S. 1215 so as to ~'Cuch an obj~ctiveexpre.ssedl.l~,").'j;!P"
:UI'. ChIV!'lI1a~, III the :Jlay 22, 1V,9, CongressIOnal Record regartlmg
the SchmItt bill. ' .' ;.:"

The APLA recommends deletion of section 204 iriS. 414. Thi!'i:is
V'!he. "Hetul'll of Go\'ernmen~Investment" 'proyision. 'ye l'ecognizid .

It lIkely represents a balanCing of competmg mterests,llnd that a-t,
of Governfnent seed-money recoupment may he a politicalnooesS,ity,
some;:;. 414 support. , ' , " .:,~} :::0""

" , A principal problem with section20-j, as we &ec it-and'lti~'t\ sil?;-
nificant one-lies with the concept as well as the d1'litt$\lIansbip: 'Ye
submit that the Gov'emment's "investment" will be returned ordinarily

. in the form of taxes paid, an increase in th.e ,lab6rforce;'~hJ'$'igh
creation of ne\" jobs. arid the trarisfer of technolol;'Y from a: creat.o'r·to
!'-user who tn blliUling-block fashion is liJJ:ely to be himselfa:c~tor
III follow-on oruer. . '



vi'

216

If the objective is to stimulate innovation as well a~ the parlicipa~
tion of fil"jllS in relatively high-risk areas which often 'involve cr~ation

of new products an,l sometimes new markets for those pro,lucts, then
there fhould be ),G limitation on incentive to meet this objective.

As It practical matter, the requirements for capital with respect to
a hi)l:h-risk venture wi'll be so enormous that section 204- crl1lld likely
detract from the availability:of private venture capital and funds
from creditors. '

Some see section 204 as an accounting nigJltmare.
This is the expression used by lk Blumberg in his test,imony before

you on S. 414 on ~fay 16, 1970. Tf I could speak with Dr. Blumberg,
I ,vould tcll him that this might be one part in It good news/bad news
story. The other part of the story resides with the interpretlttion
applicable to language in section 204.

reor example, it talks to moneys received from the licensin!! of any
subjcct invention within 10 years following disclosure of the in\"On­
tion, and to moneys received on sales of products embodying or manu­
factured by a process employing It subject. invention during It lO-\"Oar
perioel commencing with commerci,J exploitation of the suhjed in\'en­
tion. The t"rm "subject innntion" is not It precise teoll. It woul,1 lie
preferable for pm'pose of clarity and definiteness to talk from the
licensing of a "pat<,nt clltiming a subjcct inwntion," ltJlfI from sltlcs of
products or manufacturing processes covered by, or ,infringing, "n
clltim in un unexpired patent for a suhjPct im'ention." A "paten"
claim" provides the definition that is missing from use of the term
"subject invention" in a lieensing context.

Thereis also :t poSsibility tlnit seetion 20~ ma\" ploce a e,mtr,dor
in an unfa\'orable competitiw- posturc heeau;;C' 01' measurin!r moneys
on the basis of subject inycntion rC'latt>d plw!net ~alC'". If t!l;;( ~n)..)je"ct
invention is not patented for wlmtewr reason, it will beC'OI;,~ avltil­
able to oompetition t!lroug"h re\-C1,>,c ('ng-inC'ering. 11,e, COlllpdition
will not ha"e to pay rO)'alties to the ft'(H'ernmel1t ,,'hereas thC' con-
tractOJ' willllnder seCtion 204. " ,,,,,

The forel!oing- underscores the nej!oti:tting care, an,1 concomitant
ndministrnti,'eburrlen that, likely will he required of the",·ontt:actor.
This tog-ether with the possible ,letmction of wnture c,apital ,fon\,!
ereA'l.te a nC'gati've incentin' situation which is \\'hv the, APLA reeom-
mcmln.tionsdeletion of 'section 20+, "",,' ,,'

If it, does reinain in S. 414 brcauS<', or a poli"" deeision;,,))'e ,,'ant
the subeommitte", to know that t!le .\PL.\ is C'a:!..",i· to assisf in fine
tuning this provision so tha"t it is practical awl workable, ;,

Th", APLA re<:ommC',ll(ls that S. 41+1)(' ammd"ed to pr'O\'i:de,,~fJeast
a nonexclnsi,'e license for the contractor" This, ptineiple as' C"f\)j;\>;;set!
below in the form of a suggested second paragraph in &'cfj:i)n 202
(e) (4) rC'pre;;C'nt6 elll't'C'nt Go\'crnnwnt pl'aNicC'. If n contt·,jc;to'i:· C'lects
not to re~ain title. there ~JJlo)rcas.on t.o IJrec!u,le" the s~~trapor from
tho bcnefits of It "shop rl~ \vhlC'h IS normallv",I'etmnC'd 1ll accord­
ance with the clas3ic COlllmon law wln'll the" im';'ntion IS "lJ1nill' utiliz­
ing th? contr~ctor:~resources. Tll<'rC' sho:lld riot h~ ariy c'me~~about
such heC'nSll retC'ntlOn by It contractor 1Il1]1Cdmg- n fllture:'fl!l:}l(, by
the .Governme"nt to lie"nro another party be"cUllse ,,'ith the avai1~hility

,,~

~
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of march-in rights, S, '4H can make the contractor's nonexclusive
licenso re,'ocabl" to the' extent necessary for the Om'ernment; to grant·
nn exclusive Ikense should the contractor or its sublieellS(l{\ not be
llIl'Cting its obligation to bring tho subject im'ention to Practical
application, . .

Tho '\PL.\ belie,'cs that small husincss should l/C,.an exception to
tho tillle limit of cxchl"i\"(, jicellscilrovision in section 202(c) (7) cn),

/Creating or perwtrating 11 market may ent.ail a heavy capital inwst­
ment, }<',,'O y('ars of exclusi,'ity from the time the product is on the
market may be silllply ina<!",]uate to .justify such an investment. As
a r('sult, the objective of bringing forth new t('clmology may be
stymied,

JiH]('ed, if theliccnsee is a smalllmsinrss and it needs to raise funds
so that it can rmlke the'll<'cessary inyestnwnts to promote a new prod­
uct, exclusil'ity for only I) yeal's llIay not provide adequate time to
recoup the im'cstmcnt. .

The APLA supports a strong confidentiality provision in S. 4H.
This is ne('ded to protect tIl<' patentability of subject iny('ntiol1s in
cCltain absolute-no,'clty countric3 and rei,";ons of the world. Although
section 206 appears to provide the basis for regulations that could
olTer such pl"Otcc,(iolJ, we deem it important to conUllent upon this
point briefly because it is not too wielely understood,

We in "\PLA appreciate the addition of section 212(c) to S. 414.
Its objective as we understancl ;fis tei make it clear in the prospective
statute us well as in the S. 4l-l legislatiye history that all contractors
not co,'ered undcr S. 414 will continue to operate undcr existing
agcncy programs. .' .'. . .

In conclusion, the APLA support ennctmcnt of S, 414. Xotwith­
standing, the recommendations that ha,'e been made to clarify,

, strengthen, lind improve S. 414. The API,A supports ell'l'ly favorable
action by the Senate so tllllt the House .can lla\'e time during this lJ6th
to aet. . . ."re respectfully request fm'orah!" consideration of our rccommendl!.­
tions, and shall make our sel,,'ices awtilaule to the committee. stli'll
in the hopes of flne,tul1ing~;; 414,

Thank )'Oll, "It,; (,hairman'. . '; '. ,.....
Senator' HAYTI. Thank you \'Ory mneh, lIfr.•ranrin. I gUess the

recoru wi!! slrow that it is not a.ny longe'r true \yluLt I said to Admiral
nickOl'cr, that I haven't had any long discussions with patent In\'''yers.

:Mr.•1"xClx. I hill happy that. that b:lppening has jUlppenl:!~it,
SC'nlllor Ihnr. Let me jll~t My n:l'y ('andidly that I apPl'ecia,t~'y'our

oITel' to fine-tUM section 204, hut m my assessment, that is 0: rather
vital part of t,his measlli'e if \\'" are going to get it na~d. 1 Iiope
you nnuerstand that. We hope to make this as efficient liS possible•.
but at til(> "'1lne time ,YC must maintain its ,cneral,it'elusion for the
purposes J havp <1escl'ibed. ' ,)

]lfl'..•r,p;CIX. I nndersfand. .." .
We will stl:i"e to \';ork ",it·ll the staff and st.rh-e 10 make 204 11 work-

able nnel meaningful ~ectirn If it can poSsibly be 1l!lch. " , .
SellOtm' R\,'n. ':If r·.•ranrin. thN\' lIrc Ii ·Iot of cOInpotients to' cial~ii:ig

II product a\'llilable to tile public. I am increasingly amaze - ....

.I'

--------
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compIex. this\vholebusitm~s kAhdyotlr rltt1onnlcthl\t.taxd?lIl1rs
will be .returnl'din the marketing and producing proecsses,T suppose,
also would holdtnm if the.raw ll1ateriaJforthe proouct:wa~GC!ye\Jl­
ment property, If wecntdpwn Governme.nttimher, fore~ample.ancl
use that in the manufactttring of a. proouct,the same type of argll­mentcould be made that there is.8. return to the. Government from
taxes, but I think we wOltld all agree that SOme additional return to
the Government is justified;A lot of people feelstrongl,vthatid"as
developed through Governml'T1t research is of some sig-llJfil'ant value
and, tlms, restituti9n is required, as in th~ timber example,

lIfr. ,TAXCIN. Yes; I un(lerstand. I believe I have a comlilent in. my
statement that refers to 204 possibly representing- a balancing-of in­
t"rcsts. I understand that there are views on one "ndand the other end,
But, at th~resenttime 204 will be burdensome. I hav;l no doubt about
that, . ..' .'

Senator BAYH. Let's find a way to minimize the blmlen bitt not
crcate a loophole that m&kes it possible to escape the ultimate con­
scqucneCil of restitution,

11[1', JANGIN. !understand.
Sl'nI1tor]3AYJI. OK!
?I[r.•TANCIN. "yes. .' .
Seputor BAYJI, "lVewill WOrk with vou, but I think the ltbsen~(\ cit

that kind Of proyis.ionh~ !:leen one of the reasonsthat this type?f
1errislO'tio.1'I hnsriot been successful in the past. We all want to move
tliis 6n~,and perbapsyoirwillhelp us. .....•.. . . . '

Again.·l.a.PPtecia.teYQ~r tllkipg.youJ." time t() testify andgivirig ~IS
th~ )cllefit()f::r'\)~rthoughtsand the droughts oHhe Ameri~n.Patent
La,v .i\:~sociat;i?n: .' ."

'l'hllf:lk YOu." ...•. .• • ". . .../ '.. .•.. ...,
~rr.•r,\x(;rN"Jrhnf:l~;yoli.I hope YOll get to meet mote patent.attor-

neYs.t99· .. · ••"'. . <> .' .... ' '... .' .
LHr.,J'aIlciu's p~pnred statementfolIo\"\,s:]

P~EPAR~'::STAtt~l'~fT:,,-O~'_'J~~'~U~,,l;"N~,l,j', " . "-': _:-: _":,,
,The AmerieilD Patent I.aw Association (APLA) Is a national sOciety of lin,",ers

{~Il~n~('d 19'. ,Jbe_-R~~cU.e~', '(j~:, pu:tetiS,-trfidemark, '~9Py~igh~·.11e('n,~ft*~:_nn(l ,:r~1 ntgd­
J~e~(isot Inw:;~r~tl.in:in.g':f1e,~~~,a:11911nY , tQ: Jn~'lstr:1a.l. '(,OD;ln:r(>r~i~Jt1J(i(f, 'fntel'Le~(I.utl.
Ilr()pe.rty,-ri_~ht~.',·_A~J:.A.',_:IP_elnb~~~~.ip ,ineltid~_l~WJ·~rs' in-, prt...at~·)~~ __ ~Fm •. :C01'PQ­
rnto"nnd',G-()terllIIl~ll:;",pJ;~,~tice,;-,IEllVyers:assoclat~ wltll'_u;l!iver;${.~:I.f,s,,·::s.maU:})U~i,~
.1e!5s,qtid".:I,~-tgebtl:~lIJ.~~~T .~:~'~'lq.wre,rs·ac.tiVe,Jnt.h~: In-t~rnnti~r}~l,: __~:~j}ija a:s,'\\'~ll
as with matters of 'nqtlonal concern. The AP~A position on BilLlS;:;414 was d<>­
\'elollPd through the work of the Association Committee on Smalliiltl.siness and
Ihe Committee Qn G'Ivernm,eilt Patent Policy. ': ' , ;:': ,.. ,

The APLA. supports .S. 414. We appreciated J.he opportnnity to reoperate In
tho dewlopment of' thls,1egislatlon In the 9(ith Congress ~<\iatLVe to Pr'eqec<'SSOl"
HIli ~, 3400. and welcome the opportunity to ·t"stlfy todllyhn 'SIlI,pori 0( S, ~H.
AI'I,A 'l'l<i:estions ~9 S:,?~96 were adopted In S. ~H., a.lld In tile spirit .of acliUIlil"
con~lrlletlvely to this leglslatlon. ad,dilional recommendatIcilis ~1!1' be offered
,"hortl" as a part of this testimony relative to ,S. 414. ;;; ,

,tl r;:;t;hOWt·s~.r.:' ~\-f!': ~~unt: to, thllnk t~P' Chatrm~n",of- t~e,~ll~~~l~t~:, f:Qr" ~~:~
recrnt nctIve Interest In .. review to d;'t"nnln" adequate f'md!ii!< 'ro?';i'lie'pnlte<l
l"wtes Palellt &. Tr'ndemark 01lke. This fnndlng matter. Is <!h'l!!;~)j:~;eoiwer;ned,
wiJ~\"il)~t.\J~~',rl A], ,.J;~JJ?:r,n t~.lw.,:,'g(l:rl~rnll)~·~:,,'~ ,!HI" ;ht\:s", '~-'rf.fll~- ..tf.l.~Y~,,'C'~:' ~~:r::tJl~:··,~~~;Y,._J;~
\\'lll~h ,:1lnt:l'gr~tty·:',nHfl ,.s,ntlnl",~m~il1ess.,' rei,nted. JIll'~p,tl'qn:·t~ghJ~;' 8'r(>" ~g~¢l:o.ped..;a:Il~l
.at~lIarde<! \'Ia the rnt~nt SY$tem iilclllding Paten,t & Trad~rnark - ' .

•" """ "__ ,:' '''",'''"'''''' '',.';'''"'"",,' ",,,,, ,'" ,.' '-', ;","'., , ' ." ".' ." __ ',"" '" ',C,,,.-,, "''-'''''__',''
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TI,e Ntaelment 0/ S. 41,; ,elll be /n Ihe nation.IIntereR!. It••nsetment nhonhl
produce the following favoraule results In addition to meeting policy ouJectives
recitedfn'S£'('ti()~~OOoftlieniil:., " """, ,"":.' ""_ --.' ... ':':
(.~)G re_~_t~;-llt,d ~Ilst.~rcom m~rt7i~117.lt ~i{)n of:, I Ilventl()ns resultln;e:; frO,tn",' ~¢"

8{lsrdi;developmcnt Andexpel"lmeIl.l4t1oo· wholly o'rpartly funded :by-the Amen..
cuntnxpaye["Bo, "'" ,"', ,',,- c- "',-', " "'.',,: " , ,:."- ;

(:B:):A'streilt;rtlienlnA' of the research & dcvelo:pment capabilities ot'American
.' uili\"(~r~itie8'and.smnll business! '",_._" _ "'_ " ' ' .

tC)An -('ncour:lJ;ing '~limnte tor, -sllbject ,inl"ention disClosure (and"thc'r~~y
n form()~'te~hn~olog'ytrnnsferJ beetlllse'otspe.edier Invention processing and
more eertuin d,.i~[lOsitionotsubject inventionrlgllt:8·", "

(D) I~lnninationofanyJe~uluncertainty 811rrOun~inlt tbe ability of the Fed­
eral Gnrernmentllcensepatenta and pl1tentappllcati9n!'llt owns.

In, ~umrnn.ry. the ,ennctmentof 8.414 should bring immedincY,'simpUcUY.
rntionnlity. ,uniformity, Rtld, certainty to the oPeration, ot Go\"ernIIl~ntpatent
polIcy fn ulliversitie:s nnd,f;imall,h118inesse8~

Tlic lack a/such. a Go-z;ernment patcntpoliCII also" impact~:~lHlaf{f-'elf/upOri
fhdll8h"ial intwvat'inn. The' -APLA sttbscrilJes to t~ls widely recogni7A'<!nnct gen..
erally accepted comment-E,G.• fl. set torth in the December 22, 1979 draft reo
portof,the Ad\'isory Sl1ocommittee on Federal Pr~llrement,I'9Hcyo(the,Aci­
visorv Committee: nn Indostrial Innovation establishe<i as part of the Domestic
P(llicyRe\-~i~'\v.instigated by The White House:

"It is hecoming Quite evident that 'existln~F~e~alp()licl~sregulatl11g·the
tlH()c~~tionofri~htg in inv{'ntions ~esultin::{ frl)ln Gorernment·~"Mnfioredc()ntrnct.9

fnll tostimillnte fndnstrial,crentl\"itYlono\'at~onand. technical gJ:()wth.'Qlli1ethe·
cohtrary,. current(lgen(~y..po1icies. appear .. to. delay, an'~theeven',,(~iscoura~e.,COD1;f
lUefcial'dIsclosure and uUlizatioI1 ofsuchI~,·ve[lt,io~s.t.herebY dent"fVlng,tI~e
Ame,ricnn ,consumer of the 'bel1£:fit8. :()f the ('no~mous.al1~llal,,naUc>D1l1 •. tn\"est~rent
in techn{jlog.Y'(1c\"e-lop~l~llt.t }I(> l"nHp{1 Sin! ~~ ,Innst.,l~e,:\hle,f() 'tn,'k":;{t<lvantlif!.e ,of
tlleh'chl101~g'Y 'th~tt"-is beIng: developed .usin~Go..ernmenttu'[l~S, :fl''Qf}- i.tpplY: it ,:tQ
flll ~rrea (If th.eecon.omy. ,~tjs Important that fUllflJlvnn-tagel~,ttJ;:k,e~ot:th~',:tinti()y\'S
i,nY-e~t~en:t,SO' tJlat thp. nntiotlal. te<'hnolo~i('al Ipn~~, i~, mi\intflirwithl,thp:,'~p~l!l'n:nd
Hurt i,iln,o,."nlt\"elde~5 u'ndtechn9,IOgv are ~timll1atPd::.',••.. 'I1lis'CO~mlt,t~e'the',~~
fore. ttJ:'~:e~ .. t~e:: ,~Jlapt~fnt "or le~hilailon. pr()vidiIl~a' .tl~iro~II1" qoy,em'IDr!lt'::p4:t(>~'~
I~olic';,.ur'l.~~r,~ll~eh .Il°I"rilil·llr 'lleo~t,~a~tor~ sllOu'l{lJ:~e'so,t:'l~t.,'~O?V~,.r.rt:!li'n,ttt-l~
tq'r~~JI)!l,"~ntio~",COI1cei'y-e<ror' 'llr~.t-a~t:uail.y,.r~dllcetiJo.pra~t.i.~~Jnth~,' c.o'tirij~
Of,:' de'~.t:'-lo,p':m'.,ellt:J-lIlder.,n ~of':ernme:nt rc·n.(·.11rch an(1,,, (]~.fl' Jnent: can,'t'rac't,:" '-

The .41'[,.4. beTievca 11101 Sl,ch /lolicU should apply I all (}Venlt"""l contracts. '
A,no\-ern-lI)E'nt~whle poliey .would ,provide an eYe'n'stro . recoDmrilc ,innovation,;,
l~c~~H,~e"~t(ll1rilns,:.thllt1' will-,be 'pr(),idetj, ,wjtll-tl1e 'll~f,tattons::(}~::~s.', .·~~'ltl1:'.~~F'­
vpr~dttfJ~ :nn.d.spi~:ll ·hl~~hle~s:.B;,ow~yer~. ''''en:r:e,:Ii~t-:ll:~~u~.tlint, ,s\Jch'::*:p: ~1Dl'rid ..

-ment,11c ,n,lllde, t? ',§.. ';14.,.';fhe. ,,~VhA{~nJlnort~.,f:'llnc·tIt:lPlit:,or-tllP' :,~( .+14:(gi)~~r,Sljty
nTH} S,nj:lll~ll~i,n~~$~atell tProC)duTe!i; ,A('t.,'nndJ~ P~('.I~a:,re'(),tQ .c()nt:(nt1f!,-J~'work
ffir hroader legislation wItb the 'Congreils and Senator Schmlft relaU.e ,to' hi"
BIJ1·.:~.~,12l~:'~o';l'l's t~ .f(,fi<"h,nn ohJ(·~th·(',:~xpr~~~('rl~Y' ,~prrl1 hlr,::n~,\~.~': iif:'+li~,,:~f'n~
22~·l!)';.n: Congre,ri.~fpnnl· •. '1{ee,ord .' r{'g~:rdfng;. tll~ ....Schtn;#Btli~L~~. ··:·t~~:~~~~ti: tile
h~~~ po~si~}le .l{'~i~~*l tloq· to d~l i\'{lr ~t he ran"lu:~r~~n,~S:~r,nl.~t~rl,l,Tl,i~nt~~u:pt~~~t(.:~.,.:,,re~
s~~1r('h and (le\'~lo~IIlf'nt to t~efIl~~~~,tn.~'c.e·.whi-/re :t,hey can. ··i)f.on~fl t:'~tt,e'j:1I\tQ~J(';"
, ",XlW.API1Ar:~(,()111'1ll('1l(1's,dcl~tion, (itSt'('fi.()n,~04 :f,n-S'~:114·. ',I]J~lf,s, Is t.~,ei",~~t1-trn

of .. G{)~\'(~rll tIlcnt.I ~y~StJ,ll'e-ntJlrorls.io.tl;,.'Ve, ,r~oi¢lu~:·V~Wf;:.'·fr':~lk~lY~"~l\t~~~:t:~.·~
halanclng <>f competfng Interests. and that a form or GO"ernment se~',:,i>'liY.ji.'J:e­
~()llPluNltmllY I~f.' ~'. 'political, ,n~cssf.ty f~r~nIll{')3;.4~4 ~trJlPor-t. A pdn~ltll~/JJrr~h~
Jpm wH.lt ~~tlon?04:aswe see~tt-ntl4:i'~ i'S,~, sl~~ltlcg,nt'.on'e--n~s","u~';cijfr<:~Pt::.~$
,~·rll ',.0Rdr~'ft~rn ~:l1shlp.,Wes-u:b11lU· t~,~t. ~~,t;()\-"~,:r:Pme~t~~:··.in'~~fm~,~t~;'i,wn,~b~'
refumed oNllnarily In' thc form or taxes 'paid., Rnd Increase iri;"~~~' 'ml1Or for,ce
th~.ough:('r~nUon of,rlew.,joh~. and, u~e,trn~s,feto~','te~~p()ld*!,:'ftOII)'1t::.Cr-rrIJOr,t()"a
user )\"h() ,tt1)l~'n(iI ~~?l)lo(~k, fllSllt~n··.f~lJkel:(tQ: I:W',.h1rn ~(>Jt.'~::'~ff'!~rt~rJ~: ',1fl:tl:Q:\i~ TCm
order. It the ohJecfh'e Is to 'stimulate Inno'-atfon a. well as the par(ieltl!M10n Or
firm. In relatively hi~h risk arens which nften Involve creation of new pril:dllcts
Rnd sometimes new markets for those products. then' there sbould b,e no.llJiit\Mion
~~i,linr:('ntJ~":~ .t<l, tn.~,et, thls,' Ol)j'~tir~~, .. ~9~.'8,: ..t:)l~a~t,I~(\J>I11~t~eJ:'~ .i~e;:~tli'~,rp;~iW~: :tq~
cnllital wifh reslwet to a high risk veature will he so"'enombas that the im­
I.osltlon of Rectlon 204 conld likely detract .trom the' a,,,sllabllitY ot nI'iv:afe ,en·
t.Hrl?,~nl}U;~lnn~Jun4_s.'fr.om:('r(',dJ1Qr8'. ,- "
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SClmegee Spctton2~_4 nA,nnflcCOlln.ffn~'-'rli~lltmare.ThJs -is.ttJe:exPt'e~~lC?~ll~Nr
by Dr. IInruoh So Blumberg in this testimony on S. 414 last .May .16, 1979. It I
conlds}}eakwith :O.r. ~nlimherJ:r., I ,WOlll<l ft:H him ,fhJ:lt Nll~,rn~ght 'b~' '(ln~I)'1rtln
nghQd'news/bad news sto~'.Th,e',otheJ;part of the story ,re:sf.~e$ 'with,,!~e Inter..
11refntlon applit'nbh~ t91~nJnl~g~lIl,S,l-"Ctlon' 204" For- eX8!flfl1e, It talks, to-1l10n~Y8
r~.~i\'ed froul the,ltcenslng,or',any ,8UiJject Inv~ntioll withIn ten :year8fot!ow1n~
di~cl()sureof' the inv'ention,nn4to JIHlneys r~·t('in>(lon ~al(>sof Jlroduct~em1Jndy·
ing or" manuftLcfure<l·,by n pr(i('e8~_,ernploying ,a subject invention durtn~-a. ten
~·("at'I>criod,('ommencing wl.thcammercial t':!:p19itntion of th~£;ubje<'t.lnl'ention.
The term ·:'sulJ.lectiny(>ntion" assllch is not a·p,recise:tenn. It w9~ll,d be prefer,..
nhlefor flutpo~eordnrity nnd clennit('nt'$~ to,talk f~()m the lI(,f'n.1in~ (If:~ I'fltNlt
dnililing n suh,ieet invention. and trom sales of products or ~Ul.nUfactllr1Ugpro,
(,(,l"~(',S('oYer('dhy.orhlfring'in~,aclaim tunn U1H'Xpf..'cteu })nt(>~t (nr n snhj('ct i-n~

,"enUon. A pnt{'ut rlaim· proYid~~ the:': df'finltion that is. missin~, from·l1se of ·llw
term,"snhjectiuyentiQn" inn Jicensing context. . .-
- Thf>rp is nlsOnI)Ossibllity th.Rt. Section 1M IUuy plnce,R C()ntraetor in an 1.1n4

fn\'"ornhll' comi~titi\"e ph~turellecauseofmea!.;urin~morwy~oT1the hn~is of ~\Ih·
je-et inventlon related. product ''R~les,lf tlrat subject .Invention; is· not i)(ltent~d'
forwhnt-e,·er ren~0!J' HwH-l hf>(,oTBeoa\"ailnhle tf): competition thronp;h r("'('n;(~

('nf..rJ.nel'rin~-a ('oIUpor:tition thnt'iviltnot hfi~e to pay royalties too the Govern·
ment w,lll'rpaS the. Contrnctor wilt. und~r ~ect~on .. :204.

Thp forf>~oin~ lInd('r!-l{'(lr(>~ the n(>~ntintin,::, en re.,n.n~cnncoirlI,tnnt nrlmlni~·

trntiH~ ImrdNI. that likl'ly willl~ reqnir.rd ofthe Contractpr.'rhfs on top of 'a
l)()sslhle,detrnction ot Y('nttlre caVitalcOuld ('r~ate .fi' uegatiye:I:nrentll"e~lt~lation.
Wllich. sUIlports· the APLA ·.rec(HIll11.endation, tQ, .. delf'tt; Se(:'tiqn' 2O:t;. I.e tt,does.,re:­
l1u1:in in S. 414 fiSh matter orpoUc.y~~ls1on•. we\vnllt.the~~bc()mr,nittee.td.know
-that'the AI'LA is en~('r to assist in tin~~tnnin'~t,he,prori!iion,;",.,

Th~API-IA"r'l~('HJ~lmendR.fit lea,~t n.non~exC'lugJ\·e Hcen;;:e;:,fo,r:'tllf'. Ctmftnctot.
Thisprindple. ns,eX:liJ;"es~edl~lowJn·tne{ormnr n Rtl~g,est~l,~ond,parn:grnnh
in· ·,~~tl()n'202{c)'( 4),r~pr(,s(,.llt~.ell'rr~'rt.t'f:o\'~rt1mNlt p1"4~fice,;.:' ', .,'

··\~ith ,r{'~['('et.t.o,·a.nY,inven,ti()n.ln'Wllich: tIH~'."~ontr3gtnr,doeS Jl/n: elect'ri~t~.
th~,Con t,ru('l(,r, ~nal1.·ha,,:- ..a,none~du'~i te., .. pa,1e,I·l1H.li~nsf ito" "~r:'1~,O,~,: or, .hnyeo
l~~nctl~~". Sll~n..,;lQ\·entlbn, ·th~Ug'h()ut ..tlJ~,,,·or-l<l,t, ..alld,shaU .. :i.~Chld.e .t-h~:ri~t to·
:g:mn.t'~.llhl!,('~,IJses·Qf.the-,srmi~,$('()Pe.".·,'~"'",-',", .':' . ,' ..:<:. ~ .. ', ",:

l.~.',~,~~ont~a~tq'~.:e~~~~:.rH}t:J.()..~tllln,. ti(l~',.,:~,t1~re .i~ p~·,r~~fl(),n',~on.~lnde: the. '
(:lontt~c.tor f~ln'Jh~.'l~Il'e1itS, ()r:a, SI.I0P','rirllt,:\yh}('h:.'fsIi~rmnll'y"rE".tained:.ln 'R~rd~:
811('~, y'\~it~l-('ln·~~ic.~om~n~n}~w:~·hell,the. ill'·e.Iltin~, iIi:ma4e ~~nlzJ~?the,'erilPloyert s
(1.f"~.,,('ontmst,(}t:'.s) .~~j(1~~; .. :.. ; .'.' "",,-:' ,''""'",,,,''''' , .. '
'.. , (.'5fftilntroll,er.<1,enernJ ,.:~1J11et, .... n~.:S,ttlnls/Itl::l(lc ·tlre, .'follvwing:. stll~~~~nt'Jn.·· ·hn,

le:st,t,rnons l~ro.:re'~'h:i,~~S-n~:'Cofq.ml~t~f,)n.~la.Y:'l~ ..191~: .'., '.'
~'J1Ilt .1t .hn~: .l~'(,:n· .. ~,IHf,e~~rigl1<:e'of:n*e~eles ..\\~Hl1.·' l)()U~f~':()t:JtraiiH~~Jtti'~ .tt, .

.t-~e ,Contr:RN,or' thll~, :1\, ·~:lll ip ~.r0!1trn,(':,tor;.I~'""('~t()r. fRl1:1~r~'U1:Cely to ex,~ttiQlI~ly
COJnrrr'el"t'inlize:!ltlj,n.\"t"ntio~.lth~n·1l,(J()'~~J"Tl.~1{"n~~lk.~p~~}Y:',:,:':." ..': '::, ... ':'.".. : ­

"YQ.-in ~heAJ-'--!'~-\:tl'nd···.lijls· S.f:ll~tn(~frt.,to:Jiealif)11(.,n,tJle,,:t9tli(ii,.~tISWm~'of loovini;,
the'.Gofit:rnct(lJ"°WJU~tl ~\lhjet~t .in,·ei1ti(Jnlkef1~:,'nn~l 'rh~lIt, .t,o.,,$ll,~ill¢~Il:~e. '.

'TheT;.~.:shoIIId., ro~" I:,€" .,ttn j~:,:('()n('f'rn.,a1llHlt ..'SllQ~ ti,~(inse, t"e,teitd t?~.;'~:t~;:~f(~drib:·actor
··~rnP~'lnJ(n.·fl1;~U~ ·ngl"i t, 11.~AheG?,l:~rnI":~l1t·.t.~.liee-(~!==e nl1oth~r· pattr,"~~;\l:S¢:~ ......·it11
t.~~,nv,aHn'ltUi-tX,:O.f-n~.t~~.h~llr::l~~~'hts;,'~;<4J'~ (',~n.'~ake:t1le.,~9Ilt.,tnctor:,~:'~'QP~:~~luRI:YP
'l,i~:~S;:f(>·'·rrnhl~· tt1llp '('!':t~pth~<;~.rs\ror.t:~e.'GO\"~Ml~E":n;t·to'~~J':Q,~·:~it,('ln~iY~.
li?€'t1~C'~honlc.l .. the ,r~mtr~~t.(~r"'.or.lt~.,~lllIJJri.'W':~··not '~'In~Uu~:'if.f~:,!<ib~iglltiOn:t(,
b~-hI~, ,the ~t1hj~'Cflp." ~h t. i f:~:JO':Prt\ r'li,fntl,: ~Pl.~i.ca U(~ri ~ .. ".,. .. .","'. ,,', ":;',Y','7::it:;':'g';,;,.'

The:}\PIJA .l~ge\·,~ .,!t~at:.fl,t)Jall···hu:-u:u~~."'!;llOnld,he'Rn ..··~~~,i:(),Q,':.>~: .. f:he ,tin1e: .
lImlt of e"e1llsll:<> \I""n.<e pro,islon in Sl'etlon 202 (0) (jHb)" Thi•.rro<tslon
:re;Hr!-tf~:f)ertlQeIlt'pn,tt·nsJollmr~.:,.',:,'\:': ...:. '.... ..,', "',::",:':',:,',.,-:-:::i;",:".'::'.':.\':,,', ..• :"',,::,'.:

"(7) In the ease of nonprofit or/l"llnlzatlon•..• (b) 'n nro.1l1bltl"" ·n/l"lllnst the
g'.r~,n-t!Il~',o(...t"xclu.~tve Ii(,N'l~,t:'S',11 n d~,r~' ..~:ni:~~~: .~htJ('.R-r~,tkn~~',o ~,:il~~:f~,~fA,'m)Jl<;ilt hJns"
in. 9:, S111)J~:tln.\"~ntJ0llh~: t~,l("~lltrfl«;tor for 11 [W:rltl(1.1r:r·~~,k~~~:~,tt.~·.-h~:·;~~,rli:~t9ifi,\.
xe:1T~' ~rJl~' .tlrRt:.(·,limrner('l~l sal~ or.·URe ',~,ft:hf' ·ltl\"'(.~J 10.1\ .ot.,,:~ig·6J:,,:~~,~·~'r*"::f·~():~·t hJ~'
<!l,~t~".0'( .·•. .n~~,{';xd,t',~i ....~:,Ji~nr,:p.,Rxcl~n(,.irU~~-,ll~~RN- , IN'"ll .. ~~)ii.!17(~~r;lt1'f?8s-· •.. tim\'·
e ~(',~pthIe:.·, ;".('.1fl~~\'J"('{'oi,n~lf'ndR :l.d,qin,g,tll,e li~4,{';rl i I.t~t,:~:l:liiit1,4·g¢:V:'~.::<'·· ::',,: ...••. ,} ..•. .

Cr~:lHlllf ()r p<',~ir,tr:~.titlff ft.' ,n,~:r,~et ,'m~}Y ,:p,IH'nJ l.ft::"'li.~·~;'"y' .R~pft~J::lp'~~.~J"pent",,·~~~:
1l,'~~ ·.~~f1.p't,'r{ ~."eW$iYit::~,:,.':tMI1~,.,:t )l~·.t inl~'~'~"':llr,o(lJlt~:,.:,,~~.::',~,',:,t.~,r:.,~~,r:~1"t..rn:ay ',J~.
~i.'~llpl~·. ,ln~dM1IQ feff) .. jn~fffY-· ~li\h,',n~:. in'·~tm'€'.n~.,;A.~:·n.·: ,~~:;i:.rt:')j~e"':·i;.ll it;':~if~:.- ...~r
hfi,u,:lfiJ;l:,t .·fo.rt:':l :tl~W ...~~~~)'~r~~itifl,Y·l){> ·.~t~:I'n,i~h:.lnd~~:('j'~:;f'.l~t7·:li.~n~~~t~milJl
bU::;iflfJS-S a,rid.· it··nrec.ls ·~!l::raJ~ fUl,lds. so.·. ~~1.tjJ:,~i~· Wa,~~::.Uit, ··~:~f!1;y~t:'c:

l
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rnenfs to, pr:Oin0~efl :n'fiW l).roduet.~xplush~-ity- (n'r f)niY:-flY~ Y~llrd,trin!"J'i(}ttirOl'ide
adt'Q,\late<tilIle: tON."conp the in.ve-:-;t!lhmt. Tlle-S;-41·t 1~j81nUorrsJ\OU~~Jlj:~tlte'~­
,\"or,:tl~I_Qnthe"one -hnn,da~-to_s~~ to'_-~elp :nn<l--en(,()tirn~e thp-gr~nvttr_(),f-small'
hnslness8swvUas it~ utiHzn,tIon of_,in\·e,n.t~~t;ls,.whHeon tlle other hnDdfru~
tratingth,atgrowthWith;'in_a}1PI"°prlnteUm,itl1{it)r~F,:,_, ,', _ '''''''' _.

Tht::-J~P'LA sUllporf;e; -f!. stroiig C6nn(1cn~IaJH!,ptovi~ionfnK414. Thisia; ·nee<1e'd
to protect the patent ahility()fsu~ljectin\""t'utions.ln(:<-rtnln ·llhsolute·tH~veUy,coun­
fri~sand ,re.glons of-.the'W('rld~ ..Uthough ~edinll :!OGapIINus to providet1~e'bnsi:s
forregulatJHtls that ropldofrer ~1H'h prot~ti(I1)~we-dePll1it impor-tanttocomment
np0tl th is {Joint tll·jeflr iWC'fiWW it,is, UHf hEn_,Widf'l,\' ',und('rstood~ ~\Sllhject iu-renticlH
dfselosNl in t(>f'hnkaIdnta reported to the(;c)\·cl'llmentlllm;t he \'iew~ in :1 fifO'
<,on-text, c;fn\aHl1LJiIit,~· under tb~ ,Fr{,N~om or TnformatInn ..\('t, nnd un If'S:'> Itro­
tedcd from fllrtlWc, (H~closurcurtd('rthe Act hy trade secret or the like, Ulay
pr~('hLle th(',nhtnilljIJ~ of,l'nteuts in ~,lJ('h nhs()lnte--no\"(>lty ('ountri(>-s n~ Frnnce
lllldf:'uch r('gi{)n~ <lH:the ne\\"Eurclpe:1D Patent. C(Jn\('~tiofl. A ,stfong :tIHt dellr
Confidentiality pnrdsionfs nee(>s~nry toprotedpatent rights in these nre-a~ fol."
tlJeGO\'ernm(>[lt nud its Contrnd(jr~.", " " ,,'

'W'capprceiateHte nddjtifUi of ~('di(m212«(')toS. 41~f. Its ohJiidln· a~ we- nntler.
~ta'nd,'it 'is to rna k~' it de::! r.· in f hf'-pro~llec'f'lye stu tutf'- as" well. n~ ill ,_ t he -S~ "4.1·t
l(':::isl:lth~f?t hi:$tory that aU ("outnwtors not c'o\-ereel lItHler S. 414 willcoulJfHlefQ
operateulHlp["' ('xi~tillg' AgPlIc'y flr(lt:'rnm~. 'ThE' a1t~f'n('p of l"'Uf'h R!'l<l:uran('(> nmlfl
create, a <jUei"fion nl1olltCflllgressiowlJ :nlent iI,1 areas hH[sidct!lt's("opf' (If S. 41-1.

In ~ondusion•. alHl to reill'llt. the APLA does!:'\1Pport.(·rl~ctm(>ntof H.. 4140 Kot·
wit-h~h'll1dilJgfhe. reeorum('ndatio:n~thar ilflT~-hCf:'n m:t(~(·ti~,el;trlfy. ~fr('ng-tlH'nand
impro,"eS. 414, t-he APLA" does~\tlJPort, cnrlyf~n·orhhle netion h;r the~f'nllte so
thut the"lIon~e(,llnlla"eljm~('nr,jllgthi~~flfh'f'()Jt~r{'sf-jton('l Hpon ('nrr('~pl,ndin~.

Ipg'ishHion. ·'Yt' ,rt:'spel'tfll~lj~ r(>(IU(~~t·,ttl nl1~!)1.'h~eolJ$id~ratIon:of our nWrtnllJl('atla­
tionH" fUHli?hnU make ,ollr serioices a \:nUaIJle: to, the SUDcomru ittee ~ttltl'_ j n the
hopes of fint....~uning 8.414.

Senator BATH, Our n"xt "'itn"ss is:'lf1', ]~ric P. Schr" i n. Chairman of
the Board of Trustees, National Smail Busin('ss Asg.)ciation.

TESTIMONY OF ERIC p, SCHE~IN, CHAIRMAN OF TIrE BOARD OF
. TRUSTEES, NATIONAL SMALL BUSINESS ASSOCIATION, ARLING·

TON,VA. . .

Senator BAnI. It isgood to Joa w, yOil lwrl'this morning, :'Ifr. ScheJli n.
Mr. Scm:LLI". It is p:oo,\ to be Joerl'. sir. Asyoll indicnt"d I urn Eric

Schell in, chairman of the hoard of trllstl'cs, thl' Kational Small BIl,i­
ness Association. I am 'also ex(,l'utin, vice prl'sident of the 'national
patent.collncil. Th" eOllncil was fOllnded h~' l\ H(),t,il'r••John ,r. And,·,'­
Son, of the Anderson Cpo hack in H)·l": und EtI. LaNion, who is t1.jd,\rill{·'·
chairman of the board at the .\nd,·rson CO. IS on lIlv board of trn:<tees
und he sends his grl'etinl!s; as docs Louie .TCIll1 of .Tcnn-Air in Indian­
apolis. The)' arc both on the board and both are interl'sted in wJmt'yoll
are doin!! and ~ommend you nry hi'l!hly for that cffort.· . :.,c:

The National Small Business Association is also within an um1wtiUa
organization calied the small business lep:islatiw. cOllndl. The'n!il'lona \
small business legislatil'e cOllnci! has reviewed S. 414 anclihl\s come. to
the conclusion that it is yery useful Ipg-islation. ,'j-.

The sma11 hm;ilIPSS legislatiye ~ounpil rpprl's~nts4 million slllall husi­
nesses in the United States. 4 million of 1! million. So you see tMt you
have today with you a /!ood \'{·presentlltion. .. ' .. '

"'c also app,'eciaf~ the f,:ct that, nil num~"oll~pther occasions ~'Oll
have gotten or .rN'elvNI te~trmony from some of our people. Tl>l'. last
time Patty Tannada "'as IIPr!'; Dr. Syanati wus nIso here, and. thel"{'­
fore. r ~von't. brill/! IIp any of the 11011l1afllpec<!otlil nlllHers or so c·",'
horror,storips that people lIll\'e talkl'd about bdore.•
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'What I will do is just reach a few highlights of the h:sti~ony.today
because it is already int{) the afte:noon, of course, and time IS' gOIng so
let me share just a few of those pomt;;.. ' .

These points have been covered With conSl,derable d:grre of particu­
larity with the board tru~teesand the executIve commIttee of the small
business le.gislative councIl. . .

They have approved formally ?y a formal vote the vICwpomts we
i'xpress today. . ' ..

First of all, we would lIke to pomt out that sure there IS an eX'pen~l.
ture of public funds for n. & J!. when GO"ernment underwrItes It.
Them is no question about that, m order to do some types of research.

In fact some of our people have entire businesses de,"otl'd just to
doino- R. & D. work for the Government. They have absolutely no
intl'r-;:st in commercializing such inventions that mayor may not result
from that kind of work. .

1Yo. also ha"e a group of small business people that would do R. & D.
work for the Government if they in fact obtained a certain degree of
exelusi\'ity for that kind of research ,york. They refuse to take that
kinel of contract because they don't get exelusivity. They arc in the
business of commercializing inventions very mueh like the university
group that goes out and licenses them.

:Kow, what kind of money is IJsed by the small business person for
R. & D. work? If it is Goyernment work. or course, then it is a substitll­
tion for extremely hnrd h!(mey to obtnin fI'om a privaf~ iilvestor.-It
should be pretty obvioli'; that if you just had the idea and you go out to
an investor and you try to interest, that iFtyestor you are not going to get
many people to put up money rut that pomt.

Front money, that is seed money, that is what is need~d. You will get
it later on downstream if youJulse proof of something, but gem;rally
not hefore. .

A small business p..rson can go to the Gonrnment, for instance, and
und..rtake research projects to prove the idea if the id..a comes across
to the :,rove.mment contracting officer as being worthy of putting

'IllOlI"V mto It.
At 'that point then they want to know. or you have to der!de, what

do we do \vith iH You put it on the shelf as Admiral Rickevj:'r said,
or it mav not be worthwhile. But look at the track record (If:sm'n'JI busi­
ness. You yours..lf have written on this on anmnber of" oce'asions,
Renato!". I was oFt the "Domest!e Policy Heyiew as a nongo~~fnment
person ropresent,mg- small husmess, There was n reeently ~i'linpleted
report on that. It was 'well dise~vered that small !:Jusiness!ll)j$ a fan­
tastil' and cr<"lihle traek reeord. There was an article in the::,:Washi"n,!:(~,-:
ton Star 1'l'cently that you may have se..n iIlustl"atini! '()nce a!!llin .
t hat small business iii the last 10 y..m:s is the pla.cif :",,'here you· look
for new johs, that anyone interested in new jobs--::a"Ild I am ·~\lr.. we
aU nre-~'ou will g..t it froin one plnce, and 'iippriniptly ~me plaee
onl~'-ul1less there is a eomplete turnaround-and that ",ill be with
smnlllmsine.ss. . c" ·'.:"c

Ro you have ~t{) do soml't1~.ing- to g-et small husin..,," go.ii:tifint{) .an
area nfter hanng"l\ccomphshed the noncom/nereial efforts;, which
may he the R. & "D~ wqrkfor the Government, then wcean interest

. priyate im"estors to go tJ)e next step. , ..·.~.c,.

:
"



223

,
>.;

Now, the private investors are going to put III" more than 10 times
the amount of money the Federal Gov~rnmentwill ever put up. There
is evidence to show that.

I can share that with you some other time.
But more than lO"times of the money Inust come from the private

im'estor before the commercialization of any invention-whether it
comes from the Government or anywhere else-is going to be made.

So to summarize, we appreciate t he fact that the Government does
incur expenses in achieving n. & D. and using small business is ono
significant way to do that, and we 9 dmit it, we are indebted to the
Gm'ernment for that, many of us arc. "

Now, why does the Gon'rnment do it? The Gm'emment may do it
just to learn something. Again, basically resea rch that is funded gen·
erally goes to the uni,"ersity level or to the small business groups. The
larger corporations are generally !:!;0in;; to he <10ing research work. if
they are. in regiftd to afl entire mission oriente,1 concept. Small husi·
ness and the universities spend more time with respect to the basic
concepts.

Now. having done that, can we in fact say that the innstor at the
R. & D. level-and if you identify that inyestor to he the taxpaver-­
then d{les that taxpayer-investor get a return on the mom'y if that
invention is not eommerci~lizec]?

The anS'I'er, of course, is self-evident. The taxpa~'er-in"eotor-and
we are all also those-we did not get" our return on" our mOlWY in·
woted. That is the pointI wanted to share with you." "

Now, with respect to m~' point thrcc here. I read recently ,,,here
,omeone said that this would, this bill would be a vast gi,"eaway.
"':~~'t:r',,__ :-,' ,':::,,', ','., ' ",,"_ ',', ",,'; ",,".',..:'..'

Small" husiness gefs"a.;; percent of theR. & D. money from the
Federal Go\"emment. 'I would envisage that the inventions eOlilin~
frolll 3.!i percentr-:-if they elected to take title-would only be in that
miniscule alllount.

r think th" problem really is-and I am very excited about that. and
we have gone on reeord on this se\'eral times-that 3.5 percent is just
not enough. Be that ns it may, for this purpose. Wf' are talkin!! ~hont

"ery few' iU\~mtions reall~' that will go back to the small busin{';;.~
eonfractor or th<;\ uni"ersity le\"C1. . \

X (m; is it a giYeaway~Hardly. .:. ....
Someone iilst" mentiqned section 2M and" tltat was disclloSed

at length. Section 204 is somethin~ that the l'>niall business lwopJe
would ,Y~nt. Xn fact. thf'V would inSist upon it. Small business is)ISed
to paying its own wa~'. It is used to sharing' with otlwr im-f'st~i'B,:Xf
the Fecleral Gm'ernmf'nf. is c11~ellier1 a partneJ' as a result of thl' i'Jh·~st.
ment for R. & D. t1Jcn small business is willing to pay its O\\'l1 way
without question. . .:, . .

Xow, with rcspe.ct to. eertain facets of section,2M thltVma~' 01' may
not he difficult to al]minisfer-l don't know. I sliy let's fincto\it.

There is no track re('orc! c,n section 20"1. Let's' firl,tolit wiud' hap·
pens. lYe can always p;oback and do it O\'er ,again. But we do iusist"
on p'lyin!! 0111'0 own wny. No question about that. . . ",'. :

Now, the NationaJ Small Business A$soeiationnnd the SmaIN'l\tsi.
ness L<-gislative CouJlcilhas gOJle on l"-ccotd sev~ral timeS atl(l :W,e
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hM-1; generated a gre...t number of repolts and you ha\'e been re­
cipient of sOIlle of those reports, Senator, that in essence \ve are for
a tw.o-tier p?liey on a.ll regulatory mat~rs, all tax .matters, and t!'~S
p~ttl~u\ar 1.>111 reOOb'lliZeS a two-tIer pohey. l'ou mIght s...y well, It. s
{hscrmunatlOn. It may be, qut we are different. ~rnall btlsineSs is
different from big business. There is no question about that. Big busi­
ness in all events docs business in a dilrerent way. Small b,isiness
does it in a different way. .

So some people have criticized this bill as not being bl'ouA enough
by saying, well, big busines.q ought to be included. Well, somebody
called your attention to section 212(c) which statutorily recognizes
the patent policy of the Government agencics with l-cgard to doing
busines.s with big business, The fact of recognit,ion as a statutory
matter I would wonder nbout the fr,et. that perhaps now it wns being
immunized, f= instnpee, against attack by some of the public interest
groups with regard to licensing exclusively certn;,- iIl\'Cntions to big
business.

There arc other areas, of course, where Inrge businescs can also
partieipate wilh regard to Go\·.crnment-owne(l im'entions where if
tho small business after having the preferencl\ han"~d to them, resi,.ts
that preference nnd then lnrge businesscs can still do hU5ines.<;, and
also you havo to recognize that a /-,'Teat many university inventions
will be licensed to I;ig business, and hopefully also, of eoursc, to small
bu"iness.

What we found particularly intercsting- is the fact that the proposed
statnte specifically hones in on th~ concept of title and the election at
a time when the contraet is being written. .

In other words, statutorily it recognizes that tbe small husiness. who
is contracting \,.jth large G<;>\'(,rnment, with that contractor, is hot put
in a subserdent supplicflnt way with thc contractor, the Governmcnt.

There has alimys been a problem with my constitucncy that they
ha\'c a g-r{'at dc.al of problcms and difficulties ill dealing- wit4 a Gowrn­
ment contractor who is dealing with the XYZ slllall hnsiness company
as opposed to or.e of the giants of tlui aerospace industry as an 'ex-
ample. .. ....... .

.As a result of tbat, they always feel thnt they comc out at the sll'o'rl
end. so to speak. So by putting: in this statutory lan!!;ulJ;ge·that the
fnil,ling; agreement is writ«'n in thiR fashion. I think tben:'!iiJiitll husi­
!WSi' can, fnce un to the Gowrnment contractor e~'ebilll to. eyeball.
wllieh it sllOU1d, hccause of the track record as inentione<l in the ahoye.

:!\ow. there are a couple-three to be exact-small poirita"Iwould
like to 'go i;,to momenta riiy that arc of concern to mv peonIe. ')e. '.

One. th" hill seems to he siknt on hack!!rouno ri!!hts. thnpronri('tarv
ric-hts that tlH~ smal.1 contractor alreadyha~. :::"0 aSJ?pi1i:of the t"sfi- .
mon'v that was suhmlt!('o a few davs ago. whIch IS he1'l'l'lt·.maoe.a part, of
tlw record. I hope, we have su!!gested that someRddjtis~nnl]anlrua!!e
he in<,orporated under.section 202 nsn new para!!l"aph (ltLW indicate
that the haekgrollnil rights will not go to the Gm·e,l"Ilment,.hilt 'Yill
1'0 1"('toined bv small business contractors unless of coilrse Wpro\:es
reo 11 v to,lw necessary. " ... ,.' .

Tnnth~l' words. we c!\n certaiIilv l'nviiill!!p within fhe nl1hliei'nf<:~psf•.
t11:it trw pnhlic nUlst be Ferv(i<l an-'l on otcnl'iol)'tho hadq!r()1J~-ights

1
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-wiII hn ve to go to the GOI'ernment. We are perfectly willing to go along­
with that, But we don't want it to be dealt with at the contractor level
in the GOI'cmment, we want it to go to higher echelons be'~n%;e' then
thc glare'of publicity will be therc and we can make, our own statement
and someone will pay attention to us as opposed to the GoverI)ment
contractor at the lower level.

Ariot,her arca that wns mentioned by Mr, J ,mcin of the American
Pntent Law Association was of course the concept of small business
receiving a lieensc only for a short perioifof time, 5 to 8 years depend-
ing npon the sitnation. .

There, too, we concnr in that strenuonsl~'and feel that 5 to Byears is
"irtnally meaningless what with ol'crcoming Gm'emment regulatory
problems and all. r tbink that;, to 8 years in this sitnation is !:!oin,g- to
be I'irtnally diminimns, Srlllwthing- on the oreler of a fnlllifetime of
the patent'or 10 to Hi years. something- of that natnre. hee:wse, that i~
~ol1lething- that eilTl btl negotiated depending again with -an eye to our
trnf"'k 1'('('01'<1.

Finally. some of our people wcre quite concerned with reg-ad to
20:~(1) where if the s'"all contraetol' dor-sn't elect tlwn the, inventor
\,orkinl!' for' the ('ontrac'or can in fact reeein~ the rights, sort of
residna ll'i<rhts thot mi.'!ht he made, nI'ailahle.

At, Ih'st hlush. hOI\' ran this be? The gny works for liS, why should
llC ."'et th" ri[!llts?

On second hlush. the pnhlic interest and all the gonil things that.
Rmull pcopk stand for and arc good about, they say in that intHest. if
the te('1onolol!." is in fact snrphs to liS can we, really ,t.and in the waY of
ewn one of onr I':\lned employees or associates spinninl! off with a.
new i(lea to start a ne,\' company, a new bllsiness, beeanse after all. how
inan" of ns \\'ho are small businessmen Btarted in exactly that fashion

, as spilloffs from hig bnsiness, or small hnsines~, or GOI:erl1ment-~'ol\
name it and thaCs w1]('r" we all camc from. \Ve feelthllt's fine. Jet's
enc(l1~rage people to in fa<:t start neW businesses and' contimie as we
lla\'e Tn our t~'pc of economic system. ' ,,'
, I will be happy to entertain some qllestions, Mr. Chairman, at this
time.' , "

Senator RWII. 1'hnnk you, Mr. Schellin. Let me jns,t ask you It

geiwral qucstion, Sel'eral of us h:we been concerned for s6m,e time
about the small percentagc, of Government research that ends up in
the,handsof>:mall business. ' ' ' :::

Senator Kennec!l' has introdllcccl lc!!,islatiori that requires each
agency to gil'e smaH busin{'ss a certain percentage of its research and
dCI'elopment contract nwa-rc!s. ' , "''''''
, Somc of the smal! business representatives who have tcstifi\,c!':J!i!'li­
eatec! that they avoid getting illl'oll'('d in research when they fe('I'the
Government might cnd lip with the rights to whatll'\Ter ,idea is,
dCI'eloped. ' " , ' , i"L' .' ",

:rhus,'J wonder, c!oes thc !!,uarnntee of It <juota system alone ,aceom­
pl~sh what wc are aftI'd Or. do you Iwed a qllota syst('~phls:1}om~­
tl!lI1g" that dcnls \\'Ith the problem of patent ownershlp!ls 1Jl: thIS
bill if the quota system is to havll re,al meauinl!~ _ ' " .

'Ve need to make s\u'e that' there are eno\lgh SITU!;!} business people
who .arc wiIJitll!' to become inmll'ed in Goyernment resea'reb lind
.IeYelopinmlt programs., '. ' ..

'''!
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PltkAREr)-s4ATE~t.EN'T:-OF:',E~ic,'P~;SCUEliI~.
•. """ ',C;·' ,'.,',,' ',,' '.

~'fr., "Chnll'nl~n "," ~(l)f~'inbpis: ,()'r:, tl1~-Co~_mJ'ti('p_ :',~ry _tUlmc'-' i:s';-:::~~ie :~('hellin~
Inm'i Chj1i'rllln-n of _tbe' noa rd(lf:._Tr,n,st~~,:Qf: tll,;e:':Nnti:{}llal_SlI1~1~:n.l~,~in(>!'~A.~~o­
('Jat ir;n_'(:~S,n):.'-l1; mvlt1"-ingtIs-tty". trn:(l~ -~:S~o¢j·ar~(u.r'trepr~~ntin1!,' :npr~·o,xi:~n;t~ly-­
5-0.0~1l-_ ~I:'n nl11Iu!"inm::~_tlrJIl~ __ Dat~On\~J~e.' Ie~tD. .,alE()'. E-~{':('Uti \"e :Ylce J~I'esic.lent of
the ~trtinpn1.t'ntent:C(}11nCn. "'-':,':". _,',', ',: ~', < ':-:' _ _-, '",', ... '::

I:OIH -_:,ll~QJlppea_:rinJr: today on, ;lJehnlf,Qf,·the S,1f1l:\Jl n:l1s.i.n~s.s: r~e~~l~ ~l,:~:,.~,QllnrJl
(S.BLC),' ',.Rn'. Qt'griui~frtio;ti, O,f}l'il tiolll11:.~rHde :a:~d prof('s~~oh~1,n~80Qt~ffo:lls '''·JJ.o,~(!
m~jnh('r~'lli,p., js :p'rl1)1;~lrilS,.~IJU11J,'bu,~in~s~.__ J~.tlr~c f(){'u~t>~'on iS~tl~s;.<,~'(-.-g()JPilion
('oh~eTll> to ,th~ "entlre',:.-'snlall'blls1.~fSR'.,~.o.iniI?unitYt,:Tlle ,'S'(l~.C 'tn~~JI~J:'Rhi,il ""and
tll('i:r nmIlnte~ ,n prps.('iltapPpoxlma-,t~Iy·.,f<!ur.triHli(m~mflJl,lHl!-'l ness'~"f'rh,~', ,ria Han·
w~~I~.'.r-l~e~'f}LC'li~tOf!~l?mber~,:~;)~p_,'lHl:'~~.~Tl4o:~~e~ln'.P91i~Ypo~if(R~'<:pnp~r:
~fJti:tled,:'\~n f)tVlit:ll:,l~::rplle)'',for,>Slunll', :Elll~in~-ss' ~,f!.,t('~rts,'on I nventJ'b}:~'S'n.'nqe
,,-i(11.,Fcclrr.n1 '4:;l!{lstnn<:,e~' ,~s,'fl!.taghed. Tbls.pqs.itiQn: .p'tllwr :and list o-~, n~~ra-th)Us

uIlP~;lr,~sAHlleb.in~ntsIl'Anq:C~ " . , ' ," __ " "", " , ", '.'" ,:",":~'i"
.'ye' ('orilmeJi(l' 01e;,-coQuntttp;~ f rrr:.th l?'. ,9p'p'~rf,tlntrY"ft? .fi d-d~e~s theo i~~~~,::~~?~,n~Y'r."

t1.ti-l j,zn·tion' '9~'.: tll~. rrsu1 ts oJ qnv~!:n-II1'~J;l,t;fi--Dll ,~ced',,:Il;(.'~~~,~ch,:~ ... ;[)p,'"elOPrIlent.
e.51pf'('i-'!ll~r· to', ~olnplIi~f~,tlw.h:~no~~rtti'6~. "p~('e~$,:bY;,r.p;,n,lti:ng:~Yn:iJll1)l~,~,~,.-nll of, us' ,
nlik'e,lhe, 'flene-fits,' rcsultJl1f'~~I~snch,It,,,\:T},~,lll~¢~Y(}Xs~:',':> .... ,.. '-:' " ::':~~':,',' .~'::, •. '. '.. ',
Th~ 'Un i,tr~, Stll:te.~h.:l s heell ,the'-l~itdi n:~'li~ no,\·~ ti'\7e n,n tJo~: nh~~, li~s9r~p~ ('(j .1l1nn~~

net\~'ir~dt1f;:trif~' ()up n('('donlj:.1(W,~,l}t--th~:m'aj()rnswi:ri5l'li~~Wi-~~':~t~J:~£"<l:~yi~llJ.n,,~~~~,
:Ia ~t. .fi.ftyy~aFs,'s9~.hfiSthose. iuralv~ilg.,{11~cti'ollf.~'S;:J~.!;~r~;,:~p~I,bl9:tl~:~~;;$;~i:n~h~He
fl bersr iI):f'tfi1)t '. }lll'()togrl1l'l1y"flIJcl:.::t:erOgr~J.lllr ;,':~l.Qst,' Qt:,;Hl,f~~ I~,cl:~:~:t~l,~~;:\~:~~,p.tl;;·a;~
a,mall :11ll~in('~s~"s..:Th e,f(' j~s.st il I-. '. f{)(}t'11,. fer·:fl1r;t~~r:Jn,~~i!:R;ioIl~,~d;itc,wi rr\gQBtt~~:~~
(\sperl~ 11)' .IIY,· smn.p hllsi'peR~~·. '.If" ]1Fnri.tl,~~l ":~y~,t~:il~,)lrQ:I-~'~r ,-)P.YJ.t;o.,W1\~,P:~:~,~1?:li.",,~n,'
~ri,'~1r:onI11~nt.·e~f~fNi,,;:f?r,·y~a,:J;a,,'~~d:,',,'1'l.l\9(l:n.~~,q·':.Gl~:t~"t'((Jl~~jHt· .·.te$~Jt~~~"qhf"·J),~te'nt ':
as_tern cOIltrlbuled signHteantly to an environment' Which pro.rnotes InnO;atloll.
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What nreyour thou"ht~011 that? ••• •. • .' .
:Mr. SGIIELLI:s". Wel4thathasbeenc()Ilsidered by us, to?, A.s liudi.

eil ted, we have sOme membern "\Vho .IWl'.eontrnctornwhose$9Ie. function
is to serve. the Government in R&D. So with a larger b,id~et, sHeh
as Senator K,mnedy hils proposed for that,that w0uld be n9 I1robl~m.
They eould gear III' to dQmoreR. &D.work. Probably some new sman
businesses ,vollld evolve rmd alsoclo moreR. & D. work. But that is

. onlv the begillllingof the cycle.. .
IVe luwe the Yllst maj01-j,\.y of 0111' members "hoam kinilof-well.

don't ,vant tod9Governmcntw~rkheeauseof the taint involved ;and
fine, the Govern/ment. R. & D. wOl'kis contracted out but if that is all
,that happens, then the eyell' tOl\'(\hl innovation, to,vard OOftlmercial­
lization, tOlmrd utilization. stops at thn,tpoint..

So you need not only Smator K,'nne,ly's ptxlp""ition "hich is WI"."
rmlutary. but we also need S. 414,thisparticular bil1, to a,;,;ist. in '~Im­

plding .the. cyCle. I can a~sllre Y'ou that. small business will continlW
to complete- the rest of t.he eyc.le. . .

Senalor IknI. It just seemed to me that the two bills were very
oml'atihle.

Mr. S"nELu:s". Th"y are, :res.
S"nator BAYIl. Yes. OK.
Mr. SCllEI,I,Ix.Y6u·aretlllkini'( llpouf S. 1074, sir?·
Senator lhm.Ycs; Senat()r Kennedv's bill.
Well. ~[r.Schellili,I won't hold Y:O\1 .filrther.We "ill pnt YOllr

entire ,;fateIHent in th~rec()nl. .'
~rr. SCIIELLI:s". I(tpprc~iat~that.Thal~k~'ou.
Senator BAYH;We appreeiateyo\1r help and ,,-e "'ill continue to

war];: ",itln.ou here. .•. • . .•..• ••.. . ....• ... •..•. •'. .
P.~l'. Seliellin's prePl\redstatenlCHt and additional materialfollO\t:]

{~r
'7(

)~'i
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Unfortunnt£"ly, th('r~' hnvebeen dlstt1rplrl~:teeent'l~ldlention'~ thfit thet¢ 'h(lR,~-e~ri
ft (~ecrea};e in the rflt~_(jflnnovntion,Rt1din- thflt portiol1 of ,the,It...~J),),nv~.tI1ter1t
geYO~e<1, to neW prpdtlct Hues:a,nd,h'asic. reseaJ;~!l~:It islnClunb~nt,oI~tlll ~r_ ll~' to
l(}()k ,~\'~rywhere to ,Jdcntlf.v:soHTces.for, inn(}v!ltion,~', O!J~ area not ret' properly'
exploned .istbearenn ol~_'G(}ve~m~nt~~l1nn.ced,U&P; Today; as. Is .kt1Q~~',th~re
nTe}ls:: Dlfiny Gover!lmentp,RtentflQIH:h:~:~ fiS Utere,are GovernOl!?nt"ngeI1<'t~~;"_It
is sllln~itte<l,t.Qllt 8,,' 414,'1~, prog~:e~:,;~Y~J~,thatJt,:mnk~ ,~ns~ insstal~H~'lIt~'J{:
un,tform',poUcIes,_ at Je~'st,-whe~~ ','flmnH'b~~ine~s,i~_, con<:erne<LThetefore~,"~'~
fe,rventIY.,endprse"S.. A14.,~oll1mf.'n(ithe, Illnnr .distlnguished Senators for ·their
supportOfS. 414 and lO?j{l'or,,;arrl to,E!n'rly,cnactm~nt, .....'

,)!uch hnRhpenwrittrnllprta,i:roing to the hnc:kj:!ronnd of,R 41,4. T('~timon.i:·thnt
hllS :llrpadY,h~"en IH'nrd-nlldwi11 h(> lIf'ar<1 (}(>.monst,rate.<:: ttli!i f:let ('Qnseq.1I~nnr.
no purpose, wOHld appenr,Jo lle~crn'rlto I1T?vhle·tc!';timony that WOllj~ lIe, merely
cumulaUve.Thcr~for(".p~rD1itll~ tculay toshnre ,\vithyoucertain highlights and
then l)lnpoint t1rf'.a~ofcnncerntol1s.

A .. It .i~ admitterl that th(' exppuditnre of puhlic fund:-: for n&D isfn'(>f!'f>ct' a
~o\"ernm('nt underwritin~of the ri~l{ of the. r~!-;f'n:rch (·(fort. ':rhen hi.~llU!-:in('f'~

rommih;.itR.o\\"n.fllnd~for R&D. itl1()e~.f:o·hyallo{'atingIlntyn Rmal1 part of
lIloni(-'s furnNlinthel10rmal c.Ol1n'<" of~l\l~in(>ss; On,tlll-other h:;lnd.!-:Jnnlllm~;n('~~

to commit funds for H&D pmst do so h:V(,Inl)lo~'in~hard to get inr<,,;;;tor~.f!C'n{'r3t~c1

fnnd$'-l'Jarly On R&l)1I1nH~ Qccur hefore a ,new prodnc~ or {':,ocQsgcan he' ideIlti­
fted.lmtthc period inth(>,innm'nti()llc:.'clewhel1 this OCI": "'S is at a time \l"hen
in,<'Rtorfnmls nr~ mo~t difficulttoohtain.

B., Fef1<'ral (;o\"('rnmC'nt':H&f), jS~Uflpnrt('d to lE>:l.rn' <;'onH:'U:in.~ thatwC' do. not
kn""·. If'that iRnll tl1nt i.e;;.,-:uppo.,-:cd tnhp n('compli.<:}H'd tl'Ul this can }I~..ncr-()·m­

pIiF:hed by d.lrr\1~ill/Z~l1cl~f.minednewlmo\\~l('.dg:(>hy pl1blkation. It ::;p('m~. howe\·l'r,
t,hntwe sh&uld make n~e .?f",hat weJenrn. Li:~:e nnyother type of inv~~tnlP·nt.

R&DJ~ expertl:'(} tn ;\'ield, retnrns.Tn'the ensP()f9or~rl1-m('nt.finan('('d'Il&Dthe
qllest~onaris(>s:Are thE> in\'estorsgptt-~llg~ull anti tiITlPlYff'turn-? Arether£'~,nlts

or federalls .!undNI H&D, 'fin<li n'!! .th~jt':\\~a.y .. into nlP. marl,f:'t? ,ThPif> is fll\IC;Il e\:l~

<l,en('~ to (l4?mnn~tnlte th~f(',n,rl"l"'ntGovQrnmentpatent poUcy isolat(>s~nv('ntions

from Jlormal ri:"k~fnkin~,::I'n(l,pl]r!;:nit", '. ','.' .'. "
C~ SOTn,ef)pp(.)ne;lt~,o~, ,tli'ii':'Hill,11unrst,a1 ('(1' "thrlt .' ,it .i:-::flp~il':Tt~(l, to .. l,p',I<'a., "~'st

,::lv,en'wilY,'" 'rhe way' the;'13,illls 'l)re!3cntly{'ons-fruded :itisneither' "va~t'":n:()r·~'s
itn,f~g-h·eaway." . " '. " .. :"" "'.". ," .".:, ' .. ::::',,"

1•. It.:~·jlll)e.r{'J!le~ller('d th}lt,oAly3'~:'-Pfrtentof, the, totnl .Goverttrttertt.,n,&p
'hi~(l~etl~ano('at~(l. to:f':m:1Hl)(]~iiieB~~ Therefore. -it ('fin h('~n{ely,af.:~11nleJlthnt,Jh,i~
RUI:, ~":ill,llnp.t.'I;'- t~0nlR ,r.I.q,1it.,:'3.~"Jl('r(:,{,1)t ..-oJ t~e: im~(,ln tiO!l.~ r~E'u lting:'frori!. ,GffV­
Cf!1 Ill~I}t '11~~n,f11n(~,N:l'fJXo nt::';:'Ph(',r('-:f()r~~ \·,:l:.:tne~s :i~tl()t-tLllrolll,~rn.. '<." .',' .' .'./ ,",',' ,:'. '", ',' , , .,'

2. The", BU1",}jy'im \",~,i~ a :'h,uHt i n te:c.o11pi!lpnt lp.e~or, to;rrC<)~er· tb(f-G,over,n~~nt~
rl~k~4,:Il1()11(>y~'.dr~{esrt11~,JleJorattye,:te'~m: :Of.:),~,~(la'Ya!/',_Sm~ll'hl~~Jn~S!;"~!l,<ts,jrj·,
t I}~:,.c()~,('ept, ofr('c(n~f)!J1erir,: ,n, :~orthy ,prlt1clpl~·. :Fur,t"lleI"~()re.sml\ll 'lJUslne~s"::l),y,
l1t1d~rtald~n~, .. the:h~il,~l,'au;d,::"necre~saJ',v".,~t~l~~:,le~ptn·~ ·toco~rr\~rcial .. ~i1ilt1t1*
c.oinmtt~" ten tllIies"a:ny'n-lll()ll~t:tne, Gori"r~,~ent:'mny.have ,~(1.ya:n.ced;'A:r~-~-~llt
!-3hl.ftrJn.it~~t('(}',h'y,thE.> 'Pr,~~l~~ftlt l,la,S, ,~(lnfil'm~cl -this~lew;IilstorY~'U!;,Sh,(),\Vri'
Jh,r.'t:. there ,will be .maD:Y"Ii19r~" lo,~~, t~an-· wlDner~...1n'th~ enden,v()r:to,com~
DiJ~~('fflli:7.e.", .... ""'",.>,",,,', .,: ,<"';C::,,,. ,':' ': ,-"

;r>!,NRIl,'"?d~,U,!~q 'lulve ':,!!ory~':' rrl?oyd'". on'. mn.nyoccfff'lons: ,~~favo~ln~::'~:,)~ov-"
(lrnm('nt\wln~"t\'\-o-t!~r ,:tr{'f1tt11~ntto dlt'rere'Iltlq te, ,between .~IDal~,hnfln~~~,A1J~~tJi~
hu~In,c~s '(In' th.e ~nl id· ,pr:rmJse,:t~~t.:s:,nillll:"hl~~i~:e~~· .,ls. j,n'Jtt-c,t .'ditl'erenf:,t~q~~'J)tg
bp~.inp~s., ~hl,l~,thI,;' ·TIH,I. Il(l;:tge§~~,'E=g1-ilt.~rY"f¥at.~l~ps "·hi~h ... wilt: 'W,n~fli:',':~~.alI
I,uslnoss. It should ho polnto!l "O,\t that f110re Is mnch that will benefit all otbel"l
not ciltnlng within the purview ot the BIll; Seetlon .2~·2<'c) will recognlze'sl"in­
torUy 6per,~U'~gprn(,fI~,n;es,~~t~:bHs~'~~:'lJY.the:"vnrh:~u~ ,:qoy~rrlIn~,I1t::~*eI(¢!e!J'
~\"hlch fu\'or lli~ ,:hn.~hlf'~8;'By ,·lntt,\l(HT!lt,lRT!ill~'~W:Of.the-kt.nd"' f9uri~1··in '-~,~~i~lS~,~,~
Ihin. It is believed that sncb proCedures wlll be Immunized trom· attnc~(by
Il1d IH(' .1nt_erpst J:ron~~" .. F'urthc.rln~re;,·:.a!:J :~i",t;::busi,il~SS' Js,th,'~ ~nJ():~·'~e~JTI~'~:Pt __;.:Qt

,.t.(1~ltt1O'Io~':trnn~ff'r .f:~(l111'11~Hye,:!{ltY~:~f:\"~.lo.Jl~~,.lIlyeu;lo~~., .::'111~?!'l?!1~f'~t'$ft/ ',:",J1l
, ('nnJ~nl1,e, tc"! -be ,n .l1l~jor, l'arti('~paJ"l,t;: 1I1',';'q.Q\"~rtlment~fl[l,an'ce,dR~~D'-'~~t()i11!h~p~,!..
tlelpaUon a. a Hernsee from universities coming within tbe ptir,vlew ot this BllL
JtI~,L::9UlP'Jnf!Rflo.p·~',.-, , ",,' "",' ;:', ,:': , ,", :,,' .. "., :",', ,'<"'.h"""",.,}";.~;::,,

E. It ·1. axiomatic tbat Ibe Iti...estment of money and e!'tort wlll·O(icurJfhere
tll~r~Js'tlI.~.pof{$lN,litY'(J~ Jh,~ ~~R'tp$:t,',1;"eR:l:t1:l,.:.A:.::~~tQ'Jar,y;.eV,e,It,W:6r~""'~#~:t~,p.~:
to tbe .xlom. I. the need for s!UnU buSIness. to minimize Initial risk.: I!y po!'"
iies!t1ng,.'1:l '~odtcuIl1.· _().f .~~ql~sb:,lt~: '::~~n~~:.fl".·SUcc~~tul:c(\m-Dle,:r~l:a1,'"v~lur~~'; :\fhU~,

.:. " .•.. :".:':, :'''':'.'

DI:('T i\nn,u ...... a _. _
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t11'e·de17~ "o!'Duirket' ,sl1e~_ess ,cannot. he· pre,di,'catNl-j.n. 'flhs?hlte t~tDis;->i,n,n,n
arena _witllOut:,pat:ent_pr:ot~tlon-fl:,nmrket {'an' h~ 'd-irectl;v JlleaSl1r(~dtIY,U!,~St1~~
c('~s" of nccL1ptnilce ·()f·,~ .•nl'w-,pronuct "or"pr()Ce~S,'fls, ·~uccesB.:bY".,t:be ,l,n,~,()Yl1_t'_or
brhu~~ .in'market·, e.lltrhl1t,s." Therefo-r.e, ,·Wb~I.1 ,entertainIng R 11e:iY:-"iVe:Iit~lre-:­

cRJ~'l~nl,Orenl'rgy:\YilJ .:f).ow' tl)tti~, deYelopment" ()f vehtllres of,et~w~l',wt('l1pal
Where Pl"oP.rie,tRfY_J;-igbt~tothe Inv~ntionilr~.l1vn:Unhle.,It,is wor(h'l\cti,i1~:t?~wte
qlt"itthe :Uill is" _~(>J;;i~,ne,d t()',~ej~tt,he, concept, of perinitting: the,{;OvprtipJ(>l1t:to
n}uke a df'terllllm:ttlon: of-- ri[.dlts ,aft.e~ nn,in¥eD~lon }s;luade,., The ,GQ~·errim~Qt
lacks theaIJility,to take into consideration market forces that forIQ.t~',~. liusi$
for,a rati()nnllmsh;lcsS decision. '., _~;.',>.:'

A:.d(fflieJrillo"~;tm~,'i~l'~e~tlon~(;ti:... ",'.' ",'.' >.'. ," ; '., "}

(f);, ,Xofund,Iug,.~grerIll¢nt.. ,\\;I th.fi.sm~1~.'b~lsln~.~s.6,rtn";s,~,~~1:,¢(m.tn,J,I1.~,r't6~'t:,jo'n
l)'1b)·\Y.iimtb·e.FeJieJ"til,.,qoY~rnlh('Ht.to· .r~lui'r~· th~' .lie.~;~si 1l)~.j()J~Jr~t,;p,;~;~lr:r;Or::tfl,~;
Yent-iorJ~·.·,o)yn~c1:;hv,n!'e:,s~I)11.,bl1si:n,e~s firlll.Ul:l\t ar.~,Jlnt.!:llt~j~t'.iri':f~~t·~~;';l:ll\,Je:ff~·
IUJ('h,_pr(l.yi S~0f1ii~~:'.>1}ee:n"fl'PP,l"OVe'{1lJ,Y .U1:ELll{'~fl.of ,t;b.e· ~~~Il:~~)' . 'algi::~: rttr~~t~ij';::'l,~i$.~}tl~
cll:ti()tr-lJll:~ ,hg('~ .. sy~ne4hy ..}lte ~leHdnl. tll~. ns-i·,ll.~J·,.. l~':li()'e\Tl)t.;s~~ltrt~~i"GpX·(,~:m:­
ment· reqlIlre.the'li.censiug ,of 'others .und~r 'auy ':sue,h';pro\'-islon ·unle:ss'.,~;,t,he,'h,e,Ml

/' ,' •. ' ' , ''-', "c--' .<: ,', i.:, c' ',':, '.','._',,' . '. .' .,,: __ ' :,,, ,,' ., "', '_'' "", '" "":,,," ,", ".' ",,' -',' ..•. ,' ','" '"" '",;' ro. ;.,~,', , .. ',';,

BPECIALAND SPEClFI-e, POINTS

1. It is belie,·ed that the Bill does not address the prohlem or background
patent amlprolJriet~ry rights. 8i11:lll bURirw~s.t~kefl. co;:;nizan('e th:I~ onf'flnw
cwcn~inns it will htlV'e to di,·eRt Itself of such prt?iJerty to achieve ,a: .co.mmpn
good, Unf{)rtllnatc·lY.D1allY,n~{·nciefol,trent smaU"lglSin{'::;~andbig, hnsine-ss' dif..
ferehtly; arhit~rtrilYdeman<1illgall hack~r(}und ri~ht.~ wheIl d~;ilin~ wilh
smnH husin,ess whHe()nly neg"oti:lting-sl1('h rightsy.·lth·uwe and de(prence Wllf>11

dealingwithbiglm~im.·s~~ TherefQre. \ye propose ~mentlingthe Hill to:i.n.chl,de
Ht'etiun292Jr).'n'S annexedh{'ft>t(J, which is desi~ned to make it posf-:i1,le f(lr
any G-ov~rnmelltllgency,to. ohtnin ,LaekgToun?',rights Luton ,the ,pfemise that
thene\'{l for ~uch ri~htswill lIe :;eldom reqllire,d puts the decision le\""cl ntthe
top:-('ehelnnsof thea-~ency. Dy thi:-> method. the need w!lt>n it ari;.;es wiIi'be
sati~fi('d.hutsuch. need win hay€' to be validly demonstrated.

2, It is'notBdthatnnder Section 202(c) (7) (b) a nOllprofitor~a'nizatianm:1Y

not'J.{r:lnte:'{cl-ll~i\"e,lic~ns('s on snhjt'ct inwmtion ,"for 'ull,eriod,ill,exqess o.~,the

e~rUerpf:tlve'~earR,~rornfi'rstcomm('rcinlsal,e. o.r.:~,~~,of, the iu\'cntion, :ore'ig!lt
~·~nl'f;' 'fl'0":lthe'd'ateof pxclusive:lkense _ ~ ;" ,re:belie,~e that, rhjslh~l:i-tatio,n i:-;
l}ot'~aifi1('i{'TINY.1(m~witII re;:mrd to small husine~~~ (lreathl/;<l: fIlfirket mayelltail
a ''larg~,_,cq:pitfltiIl,~e~JUlent.PiYe yeurs of" exdusi vitY',froUl the n,me, the, product
i~tnl~lnr~~(·in.lb~(HJ,is'itla,~I{\qHat('to jn:-:ti f~' ~l1dl a n irl~'('RtlllPltL ,It isr(>{>0:r'ni,r.ed, that
th,€': rlul"J:~f),£'~"of,th~:ti~nf,li.il,li(il:tI.9U:3 011.'. e:xdu~~vi,ty i$ to prm·~nt,n Ja~~~,C'()llll'~ll.r
fr<llll)Willhlg:', 0.', dplllipantp():"i finn. ,'Vhere t he,'lie~jl~l,€: ie';' usmnlli ;w'ii ness~'rIlere
should_lJ,e:~()Qbj¢cti(}I;l,to:g.r~nt'ing·al()n~erp~riodofexflH~1vity~ .5nl:,lll., ~1U$l.iJ~('~~. __

::wlll.··.r.~uir;,e·,a(ld:itI<:l.h~,l.tim~· ..torai~e the funds .and·,to r~QUl> the ,in\""esfm¢nt
lllficle 'fn'U(',hi~\~in~.:cQ:m~e·~s:i~1Jzf1t~ on;

3:, ':'~'qiti:a lly:,~.oJ)] eot'ioi),r::.cc:Jl1~tittl~ellts:. wet,e" ,.e()~c:ef:rte4,* t the. flossi,b l~·. ,:~lnl1.11eu:­
nQil!;;'9.f.,~'~,292 ~a) ·,"~-d'li~~1".,11~,a~~"arr'""t1:;e '~~u', ·(~:e.v~lonn~~.nt :,o~,~b'e'J:'ig'n:~s: :to; ni('
inl,entorj,u, tlle:e\·e.n.t',tbe.;;~~ntxu'ctor(JOfR:.~l()tAle(',t to 'n4aJu tit l~.·,n.'wa-~' thOll~flt
Sf)nH~.eontt':let-or~":"'Q~llQ,,he .{()rec(~ . to .f.~~t· t()':r.p,bli.lt:tltl{;,'ftn,~l·,:to~{)H~\'"">'th~()n~"I.
'lly,ohtfl',ini:ng':"Ilfl tent.:,pi'9(erHon .llud h)~nll(l.~~_·r!l:~iII~JO',~()T)lpl~tf> .. th~()nl~r," ~r~
r('qn;l~i,te~t()retni fl' title.. lJ:IWp.·ftrrth~rJ;,eHe!1~ ion. it.',\\'ll~ ,r(>~.H~p<l' nn~ t :Ilnfl1"~ .()~,the
1,u.~inpssJ~s,. 9~P:U~"~llstltlle'.1t-,stte:g'fl,n 't1,R.:spiil~ff~ In),Ol·.. ~th~rh~s.hJ(O~~ :~nt',~~~riSi'
umlo~t~nti~lCs'",{' re <brif:f>4-0.11' slirplu,~ 'tec:l,1 riologS,~:·:1.~her~fo,r~;, }\'~.'~\'() 'lh1.'b~'·;rf:~ 111t~~
In- ,he:in~ ,ft, bn~rl:~r inacb:~ey.illg ..n ~tlhHc: g.(),O{t,·rre<'huoJo~ thn:t m~.y'''l~·!~;ttFrl~l:~,:'to:
tl1e·rr;Jnt.rll(!t()17,ma;!J~.. '91f> tlp<lerpiufl i,n~ .~f~r. :1:. n~'\Y ... ~ntf:tpri~e·,:" tlJ.~'.--(}plv:.r:('a:l
T;e~~('t '1)~i~ig the .10Rs.o~,'n.lu('!rlRR"Ocintf>s .~Ild eIllPloJ:ep8~ \r~·.rPe~~~ir-~j~.~.t, ,l~'rt1'"
,-l<HnKfor-thebirth"ofnew enterprises ,isqui"Iltesseutial to the A,II1erlC'uii'jj:ilsines,'i:
sfste'Ii1.',,,,' ...• ,,:." :' " ," " .... ,. ." ...'.' ', __ ,""' "'::':'",::.;'''>:',,,;:,:,~.:'

ItI e,o,nei u~i,on,,':·h~n., the·SnlOE.RU~hl p~s 'Act .w~s .p:I,~~{'d i t \Yaj;;:ir~t(',{l'th§t:('in
. tIl ~J:,:~'rt-·.i s:'th~,dr(·l.n.:~:~l,polipy; ofHl~ ·C()rt~.rf'~~ ,'.th~t.tl1e' .. (j~w~:rn,n~eI1t·.·. ~ho~#,4::J:ild.
f>OlInSe)., ~ssist·9pd., ~,~()t~:t.l-n~oftir,'n s. is '.W's:-;ihIe•. ~h~. i n:ter~sts (If·i',Il'~;li,;:-.i,i~~hiE;·~$ .
c(J,ncp~r)R.·}ll, of:(l€'r._tn,prt;"l?CIWe frt'e,pornprliti,;c .:p.llterr~i~e.·,·~" .' .••. Thm;e,';~\W.t(l~':'~:(:Jl
prr';i~'.lIs ·'~C?ru;re$s ','Yu~. tl:·'·promlse·..The:,.c-nactment of· tliisBill l's a pr6:rli{~f£'.;k~,pt;,:

.Thankyou.' ...
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of t~e n~ency determines that the ns.~ ,o~ the'inwm,tIQIi hy'oth~:r'~ 'f..g'ne¢CR8~tYfor .
the,practice of ,aRubj~ctjnv{'ntlon'll1,~deun<le:rt~re-,fundinKngrePl1Je,ntor for th~

use-ot'a- ~vork Q~Ject of,tlle fU,nding- ngreemetltan(l·thnt Eudl:'-llctionj8nN'~ssary
to:':tell I"el"e', the-i>rapHeal appHC{l.tloii:ot. th~ _8ubJe,~ti:riventit)r,or work" Q,~j~~t.:,-, ar14
IlOY' Stich pro\"iRio~,shall clellrly~tate,wbethe:r_lic~nsl~A'"riInr,he,reqH'I,~~(1.,in',cQJ1~
D,l"Ction :wHh tbeprncHce"of"R; sUbjeet, Inveption ,an4/or,. sp~C:ifically:).d,~n.t1fie<l
trork ol~jectEh-AIi)',suclideterntinaflqn .!';hall he OJ.1 ,tIle rewnl,.nft(·r n,rl:oJl~)()~,:tullity
forSillenrin{;. An.,raction commenctK1, for -the jU,elidal rt:yiew' of:such,:dt',t¥rmina<l
tion-shall be. hrought withi'n sixtYdnysnfter notifi'ciltion of Eluch dedsion.

ATTACU'¥ENT B

The. position paver--An EquitablCPolicy forSnzallBu:kbleRs P(itent.~ o,~ l1wen;.
;icmsJlul{e 1()ith}'cdcralA,.lf8i-Rtancc--i~supported, as of tbis,lIatc. by3J. lli('mhers
ofJI~~SmnU:BusinessLegislative COIlllCH :

"~lneri(£au, Axsnciution of 'i\urgerymen,'Vl1shingt()n~I),C.
A:s~ociaUOll'oflJieseISpPeiaIist5. K,au~ns Cit~\ ')!'iJo;sollri.
.t\ssociation ofPby~i('alFitnesf; Cenh~rs~B€'t1l(·s(la.)larsJand.
.Auto~,noUn·'Ya rehoti~(' J)istrihuton;,,;\sxodflli(!lI. 11ll'",K:l!l~a~ Cit)". l\Ii~sourt

Huildhlg Sen,"iceContractors. Asso.ciati(Jll Infcruatioulll, '~It'Lean, Virgiltia.
nUslrlessAdYertising Couneil, Cindnnati, Ohio.
J)i~e~~,S('nlng,.Assoc~ation';1Vashington,D'.C.
r:astern,~Iallufacturers and ImftHrt('r~Exhihit~-rne.. Xew York, Xew Ylltl
}t'urni~ltr~nental'Ass(){:iationof :Anlerica~ l,VU'!)hihfft0n, D.C.
Jnder1endent-R,n)\('rsA:-:;..;;o.-.:iation, \Vashin~t(H1, H;C.
Indevendelit BIU:iirl(,~S Ass9cia lion (If· "·ashillgtoll. Rf>Uenlc. "'a;;;11 ington;
lilt~rnat.ionall!'J'fin(:1JiseA~sociation.'Yashil1g't011.D",C.
Institute ofCertified Basiness Cou.ose:1ors;· Lafllj"eUe. California.
~[a-chiue~rDealers.Xational AssocIatiou;' SHre.rSpring.1Iar.rland; .
Mflnl~f~lcturers 'Ag~;ll'L<:; ,XationalAssociut iou;.Irv-inej California.
:\I,a'rkil.Ig:,D~\·ice.;t\ssociation.g~ar.l~ton,'ll1i'n'Ois.

N"rttiollul.:\Bsoeintion for ChiId.I}~q::loP1Tlel:lt,&'l':tlllMt,ion~'Ym;hhigton;f).C,
Xa tioHtl,lAs~oC'ia lion' ,ofB,lid:, DIfjtributor:s.,(\.tcL€',:llT" Vlr~hj ia~
~'ii tiCHIUl: Assoda~lon.ofFlo'OI:":G(I~~f;"rim;,,1)~::',tr~butQr~;Cln( [l:go;·tHinois,
Xat iQ~al ~;\'rfi,l1l.ilyBnsi!leS8 'C()ilnci.I;\~Y'est,nl6?infi,cl d. ~Il-cllig~:m.,
x.ll:t.~tUllUomeInlprovf~en~,C(}ilficit'Wa~*iIlgt()n"p;C.·,.
Nll"i:,~{illftlInqcpeu<lentDaii"i p::!iA~~{)~,l;lJiop ~ '.' 'Vtl~hi:~lg~Qlt;.:I)~ ¢.,'
N~~P(lU.~l,l~deil,~n~cl1t-.)r~at·pa¢~;:.~Fs'.A~sn~iati:(lp,;_:\Yf!$hin~t\1n:. ,l~.¢~.
:N~:li~:IJl,9-'1;'()fIi~:~In<;hin~·l?~lets-.t\.,ss~iat.iQ.~;'Za~lffs\~tll.~~.,Q.lliQ •.
X'p..,til.ma~, PD,~~~h·mr?de-As~(>ei:1.l1pp;;,Jnc.;.'.~ew :t6t'k~Xe.\\'Yor-k, '
~JI tl(V:I~J-.I)n:rI(}ng.,;A~socia,; i~ll).~,'r~~!ti.nGJ'on; 'P~G;: -
~HHQ~·.atqpIU!y'iI,Jnc.• 'ArliD.!~t()l1."~~~q;.lnia.'
l'.;atj-~l,la t:§~'~llnusille~~,:.A'RS;Jcla'li(),~i'. 'r~$,1HIi):~+()n~T.~g.
~.Ii.ti?f,I~ 1.~ooJ;·' Pi:~~, ~1)J:~'C isi()ll' ,:\lrtcl,l ~,n illg A~"'Q.cint1?~lj,'Ya~111ngt-on.:-I.fC.
:N.Q:ti(IJ)~l' ,'Y.~~le .p-iRtrlbtitorK.:\-sso~i'~Uqll~ Ch.ipagu.,JIH:ll,oi~;, '
.rfi~ltln" J,ndust'ries C'fAIEe.ric.a,:Inc;I:Arii1rg~Qu.Ylrginlti. i

A:T'tAc:ti,.uE~i" C.

A~ E(tC~Tc!JlLE POLICY'FOR

.()n¢"of:olir.n~t.i(}.n:S.gT(>.:lf.?si·,n'f?llt,*~.1s ,is•.Hie:,'d{'~l ine:lri, 'th~ r:"l:(e .o,t.pro-~'~~ (~tJylty,
gro'vlh.:fP.~d:.~Ul~jor~a~t:orin :tIl~.s,p~lifleqft}tJ)~n't~,~,~liS~ur8g.~~ent:QfHi:h,?:va~
tJotl·~t·the;Et1H,a:H,.btl~illPS,$.l.en·l.J.~~s ;.d,lfm.'()'l~~c(,Jrt~·~f:'~}l,fe<l~rnl,r~~r.:p;(~!Hih:,n.ll.
<le\·el()JWI(·~lt..d?:Hn:fs-,':g9.·.to' slllnll·,lltl:l'lillt.-'~S•.. 'l:,etboth,:R.l).~rii.rtnw,nt ·..of: ;..C().plfti~t-ce
sJudr i,-n,lUGGt"t-I1,d:, nen ()ffic:'e of }'fnnllg~~yeutntl{J'lhfgg(>~'St.p'(~'Y,in ,1t)t7.,Sl,IR1,:¢:~~.ffW~:t
small: ,h'I:,si:~e~fi'nc~obnte{l,for mo~e,thfJ~.tJ~I~,;of,nlt,~,cie~li:fica,n,4:teqll'nt1f~,lgi,~l\1
de\"~IQIi~ept~r.·f;~n~·the.~gillpi~lg:'Q~,:tliis.('enft,~~,~:",,A..:~ri tlPIla-l"S~:~~n!';~, ;F;8:n~~(Ia-H:("lU
study for'the !l<'riod between 1953 and 19i;! found tiJat small firri'i's. produced 4'
U.,ugsnfi.1unny.iunor~tions for' eYerx:tP$e~rCll'nm~deY(>loPl:?~~lt,:q:911A'~'f(s"Ul~n.~,m.
~~z~,:~rr;n$.:lIrl(l~4tiI~~,('~nslnaJl>··~s"t.h~:1~~r~~~~,~lrms~.·,:.: '.. ','., ':.'.:".' "",·.,',,-ti/ ' , "
, . ~:f:'~llEi·li~Qu~,eilH:reasinglY,e'·~{l~J:l,t thil-tIIlun;r 8Q1ill1 '·~n,nQYll,ti't'.e .C9JP:t.~", ,;,:("",:,:

',~yoi,<lf~~.· .t.ll~',,·fMer~l.,.reseamh.-~rfin~,Jlrp('ess:,'s1,~l~lr'·,~N"1ill$~ •.··of,. tll~fJ~n.~~4'lf~tY
:.' <i,~e,:r, whet ber'~rT10~'t1jey W·IIll~~'.an.(l\~·ei1.t~~.r~t~jp:'prtt~~t.,:,:tfgpJ~,',9J:'l:;J'*,r~~:ttQn,$
made ui.~d~r researchspotisored' Ly'federal-fu-nd,s;Tli-il3:iSa;'ptobleriJ"w1ifcli::4"p~a:r·~."< ", :' ", ' '",'. '" """ "'''' ",,,' ',",",._"c ',.-' ":--,',' .,.',',"",'"," ,::._c,', .. '".,·:',.·,:' ",'.""""""".- ._,,,;:'.,:, .";,',,',,'.'._.,,,

--------,-----,-----,------,-----,-----,----~-------------""'--
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to have a fairly simple solntion-allowinp; smaU husiaMlles·'to obtain limited pa­
tent rlg~~_ondlsc?\'er~~~theyha,~~emade,\Vitfi .federl1.1 il1on.~Y.,:

~~,xPerlen~,4,as _$,howri-- that. Wllcs,a _the prly~te~¢t;tor':'l1nch~d!n~:,unJver~itle.8,
i:n~liyldtlullnv,~nl;()r8,a~dn'on~prOfl:torg~ni7A:lt~ops.) :i~'~iYe-ll~u"~ei~:~t.fncentlv~, t(,
~rf.rig newin,n~v,Rtron_'t()the irUlr~'~tplace. th_~_,d'e,~,elop~en,t_:of~e\V.t~('~rno!ogie~
wlll <ledine. G!,"en the rapi<l drop In U.S. prodllcth"lty in<:reases over the past
fe'Y,yea~~._'itisa-ppare~tthatne:wteehnologydeve;oI?mcnt in_t~f! U.S: Inqst lie
enep~ra.be{l. '''.'''' : ","""" _ ',. __,"" .--, , :.:..,">:;: _,,' ..

TIle ,fede-rnlgovernment Itse~ iaR prime _dlsinQentiv~Lorfnn?,"aUo~'- dev~lop­
meat-in,-entionsmnde.und,er ,~'ririous ,a~en~YgJ;"n:nt~ha\'e',~~naUp,.,·e<rto~· ns~e
a w,uy in~over~mellt ,storeroornsb~nefltin.g n()~Oile"~l~~ peIJ~t~ 'of Energy
aud I-Iealth, Education. nIld'Velfare, for,exaD1ple, often take 'm'ont!.tsnnd in~~lme.

~ases 'years to,' re,-ie\y petitions, fo;r,pa~('ntrj~htg'OIl ,i~~entiol1S, 'den-Iopcd with
fC'd,~r-al~'rants_:And.;'when the,governlUf'nt dLO('ides,to retaIn ,I>tt:tcnt ri~l1fs on tl'f'~e
inventions. th~re is Httle clumeethattheywillm·erhedcn_·lop'~>d.Of tll~ 3O.0rJC.
patents fhat,the J;"on~rnUlclltpresentlyholdf:1,les!i than, 4'!X'1"cent are ('\'P1" SlICCeSg·
fully lieens(>(L'n~is is verr littIereturnon the ijiUions,of dollars that nre spent
eyer)· :rel1r\)nr~searchnnddeveiopnl~nt.

SmnIIIH1sin~ses',shouldhe allowed to olltainlhnHed ,p:l.tent protection on d1s­
cO\'eri~s: tbey: have mltde undergO\·.('rnrHent~sllp[)()rtedr~~(>:1rdl if·tlwy Jiro,-idp. rhe
additional resOttrCt·s. needed to sucec:-,sfnB! commerciaUzethe prodll(·t. ThJ~

cbang-e \yo.1l1clproyjde the;r\rucri~allmarJte~plaf:'ewill1 uclditiOll3 I innovative
prod,uct'den')(\ptncntsand remove the di:-:inccutive,to manY,.smull eompanl-es fro:u
pflrtif·ipaHoIl in the federal R&D proe('ss.T~e l'lPI1E"fHis uotonly for RlJlaU hllfli­
n('~s. hut tIle .\nlerican economy. asweU~ since smallfirrns 1J~\~e':IJ~i>n the greatest
sOllr~'e,ofn{'wjohs in the-past decade.. .. .... . . .. . ... ,,'

Un~l(>r.presentpractiec. the gon~rllment letsan·R,&:D,coIltrllctt'". n Rmall hlI~i­
ness hfiYing:the experlise,fls'eYidenced by.··hat'kgroun~kll.ow~'how.The pate.nts
devoh·e,to· HlCg()vernment,. but'wIIC'H, it ··com'C$ toStlllpl,Yi.n~, thghul"(lwa-rl'_ the
COlly('utfonal. nractic-e is 'for,goYcrnm~nt.t(lgo.to laJ::"~er"hl1·~II1('~'s~ ,who ('nn.pmtlu­
fnqtnrewitll. ir:npunity. in· d(>ro;:;nUpn .o.f theproprie-tarY·rl~:IIts ofJhc~lll;lUlJ\I~i­
lWSS contractor... This.shoultl .. lieel1a~~ed obY legislat-ionstating that 110 .fund:,ng
a~r('(fHW~lt·~7~,tll.ll.small: hi~:-dneB!=:fi~nl,~bllll,contain,ri,prorl'~,i()!~."nll(l\',;:ifl:.:t b~. Jl'~l",:
el"f.ll'Fn\·';l)In;el~:t.'torpq~lr-e,the: Iieensing-tt)' t~ir~ P~lTtigs'o,:~:':inv:~ntiOilS, ()":Il~l J:~y
tIle: :stna.ll,husine.$~{.firm :'Yhicll.·,\yer~ not, C?l1{'~jYed' in!he-'flerf(}cp."!n,nce of.~ork:

lHlde\" .u:' feder~lR&D ..~plnt.Tqe- ()nls., e~c(·p.t, iOD.7'·O'lld:h¢' th:jte.,Sll('h .a:pro~l~ion

l~,::t,d, hr0!I alJfH'oyed,hY .-tb:e' h(>~d o.~ tl~e. ~l~~ueY,:~nd. R,wtltt~ri'j,u:-:tincafil)n "'llft<J,
II,eery,~l~ed' by,',Jpe;hendoft}ie' ag'en{'y~ SU(;h~<;ti?nQY.~~:ngeney heatl.should
M:.;~~!,liJ~t.to j~cllc-lal..reYie'Y' ,. ,

Re8nrred ..
'r:he·~U1.fl:n, ~lt'~hl~gT~e~i~lat1'·~.C01m('ilJlrg~Sa~J~~lipnorb;('hlln~o~ i'~ ·c\~rr.ent

~?~~~r11Inen.t."p.~:t~.~lt-'p(llLey":,rQ .,nl1?\V.·SPlll:1~ '9.u~ing$f;~$:,pal~,rit'p~o~,eetion" o:n l~"en:­
Y'(lnf(:,Jll:acIe'. 'lm~~r"'.·:iW,\~4?rI1.n,-enF~~I){)n~.ot{·d. ..• 're.~.~p·r.c,h.: ptO:tYi'f{l,~II~;t·all()l)'fiJrc(,:f~
JlInd.~" ,to.perlpi-t':,tJW' .G'()\"cr.n'111~11~'·t() .•. recQ/1:p ..Jt:~:,~HiJ,~~,.;{*;Ul.i.I*:'~nlder ('~r.t~h.l'c$'r ..
C\llll~t~I1~e$;,Snlfi~l·lnlsiness.ll}.nmrati{).n~d~.\·~l~p(:!(r'"l,n~:~·~f¥d~,Tal.~(ttlt~il~t's~Oll~d
1><-... J.lRt~ntn l)~~J")Y,', th~'c(ll~tractor~, nUj)"'-i IY~ ..t.ll~'t',b~si~S$ry )l:r~,ll.s?nll ~tlcJ i.nl~,:,t,,') .. de-:
'Y<'WTl th~· .. :I1~W.tdetl,:cotnmp.rei-~'Ily~,;J.t'n.ilin~,'that.tl1e:~~~·~rntl:u~nt ~:m{)lt~~ riro,"i~~
(>xclusiven('('~s¢.:i~rsu,th' inIlQV,.tltions.,,,~ft~prefer.enc:e·. to.s,IllElJi.:': l}~U;stl)h)*The~e
at·tiouswiil.1)J:"ovhle .nu..i,nc:reas+itl'incentiyc tqt~e,::'t~.tldlti(),n~;11y:f#r!{lY!1hr't,~hjaI1
hn,~inps~.sector'tofi~.('k: .R&I), eo?fraetsand ;to"c()~m~rcta'izeuewand bcrl"etkial
pr-Oducts,f0I:":the.mar¥etplace.· ' ,

, ... .
SlfAT.L·,BuSINES,B VIEW~,:~lT~"~E~ARf)"'1'OJ~',~·EXTIO~ A~~D:ii:iq,~;~fi:?~

(By Eric P. Scliellln, E.q,) .'

Jnmes Ronaldson, the first ·rr~sident of the Franklin Institute, w,ote in 1S.~:
··~r:!te.obJect~ (:If Hus li'rnllkH~lliJstHl;te }t:~~t()',:~lel(,,},;:~:.:~i4·:,):~!,oPl!es··or .. Ot~~

,CQt1ntr~'; to throW uU-Jhe 1!Hq:tpo~s,i:ble.'(i,ll:tl)~ .;-l~:r()~~~~,~".of·;,J:p(lil~tr~:~'·'n.Il~ :to
eft.'ak:e tilf' .,briny'in fl, of ,th~p~~"llpt8,{tt40 .',.~:a:r:k,(j,t "(t'8,·8,'j.lnp,~r;' ~.8·'Jhlt '~:~:Ylrflj(Jfl'~~} ~ai,(l
Wi'll, '?l1n,1 ir'; .. to· cpltI'fa t ~:' WII,llte,V~l." is. en1.C:t11~f~'Xci: ,n\~:~~',fl':qr'in~li(r;fq~'~~iji~9,tJr:~:·.~:n.~
UWyrpl,),1(l~' n.ltmt :9t.n-ll)l~for.d,~IlS't:~,thrtr.' r('~1~9~,ir~'-S:l1P~pit,i~'~"~JiJt:,W~aJP~iJq::~~ ..~
e~4.'nl.~.tHwre.sJ~.:Q1Jl~I:J_p.,noB~:, ,,·~?~.l}~:~l: :lJo~ l~ ,tu.,eI?'j9,:r~e~t "Q~'·~ti~·:'~~~~l d,~~
alld comforts of life." (Empha~ls".up-plied.) . . ..

The abc,ve Qnotation clearly demoUlitrlltes that creative· Invention and· the
fol!o,w up Innllvation haye long been deslr~bI~· achievement" II' 'Our industrialized:.
society. .. . ..,.:-~,:•.,

J'.
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Fncllitntlnl': tho hrInging of now produot. to mal"kef simply and nfficlently con­
eern,s ~lllflU_lltlsintR~ Ill, 'tlllsrclf()r:t.:, 'VJ111,e the- net ofcre~tlng nIt InyeuIton i!'(of
In'PO.t importn-nce.- it, consUtutesqnlyten::p:errent' o,fth{"eff'ort- fo _-brhi_g_Il7~~p~Q<l..
lIctsto ,lunrket ~rhp.,othe,rnlnely>:p~rcent.eonHtttub·SUte effortA-to n(:h(ev~I~_no.V'a~
tlon. A,S I~~s{)U _,o,uae-r\"ed. _-llrin~i_nJt ',R "ne\\:, 'prQd1;lctor ,,' ,prucesH' to -commercial
fruiti.oll Js (~ne ·pnrt.lnsplrntiOlI ntHl ni1.l~tymlne fla~tf;p{~rslJirnt ion.

Inmld·197R.Presic]t.'nt Cart(?r orderedfi'thor~~tgh_reYiewof ,th,~ Impllct,_ o~ Jlon a

('Ies, of the fedf'ralg?vl'rnrnp!.ltlIM." indn~trInli'~!li:_~~tion. ThePregtdent dlr~r(>d_
f-:.~~tllr:r_of ComIl1er('e-Ju~flli1hKrl·l,~tt.i·~ul't·r\·i,~tftl:'l~tn<iy" nnd f:he tnturil~l)~
,toInted ,un, Indu~trJ:lJ,Ad\·isor~·,Cll!mrliftpC' to \'rork 11!H'pr· the rllr\"Cti,01~.,of. ·Pr'·.
Jordan Itl'tru('h,As~istnntS('crctnl',r for~cience:nnd,Tc·ehnology. 'l'hJH,Ad,i80ry
C"oIluniU('(' of more than onehurHh'c<L1IIl~iH(,~~eXN'uth'('s Wll~ divicle<1fnto ~en'n
F-uIK'or.mitt{'ps to nnnIY7.eJ-:pedtif·nrcns of f;'fI('rnl floHey nmI theIr impncton
Jlri\"atC'-~P('tor,df'Clslon·nulkltlJ:r rclntIseto, '!rnIO,"atIOl1.

It w:lsl1nfor~lInatp that 1lI0:--tIHf'mlu,"rs of t11,(~!O:;lIIICOnlJnitt('f'~w('re from Iflrg-p,
'W('ll-t~~tn hHsll('<lcorporaHono.;..Atk:u4,to' the' ('T("{lIt of tht'" ~{'lector~. (I:1('!t ;!:rollIJ
fllC11td~I at IP:l!"t .on~ indiriflur.1 fn:)1Jl.smnJlht1sjn('~Hwho pa,rticipatC'd n~t1\"~tv

in the work Of"(l:fi('h ~nlr('olllmHt('('anlln,;)rle cont,rihntio!ll->--to' tlH" rt"po:-ts that
hnxe tIOW heen prodnc('cl.'Of cOllr~ej-th('>('-xcept.fon~to1hl~. as would he (>-xl'cctcd.
\n~m tIle 811hcoInmitt-.'('K of Lahllf and the Puhliclnt{,T(':"t.

Upon COUlIII('tion of th{>r('Port~ of the fieveral RlIhcomrn[t.teE'~.rnnn:rof the
small hu~in~!j n·pr('~(·ntlllin·!-; a~!"('('li Ilia!: all :Illtliti{lwd H'J'()r~ 'l:ou!tl he pre-­
}la·red, The purpose: to i1H'o!11{/rateil1amoreJl(}<.:iti\"(~I~1:lml('rthf'~:e r(,(~Oll1HJr:U·

d:lti?n~ of smnHltll~:iness :lI1dinel'Hh' thM(" r<"Coll1m('ndn~iolls l1.mt harl h(>('u
hmored,ifltlil" r~r)fJrr.", pnrtl.. dlir·to nnl1(''f-r~rrf·q·ntati()nIt...·, smallllll~in('~s ..m
thevnrlo11ssuhcomlHIH('p~'.That,is.tl?t to,~1\\; thnt Rmnll hmdn(>~R i~ in dl:O::lzn'e-­
meut witll Ulfl,.:t of tlleS10lcotUrHin~eo:.nnhif:iVl}S;O~tllCC()ntmr?,snlnII.. t,u:-:lne:"f{
is ·in ngr~m('ntwiJh Illost ofth.e'son~lu~ion,s"~ndr(,coIJlIllC'ndntlons,orthe ':-("~{'u

l'-'U1Jc~r,IU1.Ht('e·rgI}()rt's" ~e\·erth~10S~,!t,.i~,OJlr·conplnsion. t-hn~. 'Y('>WQnhl il~ rf'al1<.:s
tothl',.snHlll.h'.15IlH>~:'{:C?tnn)tl.n i(,:tQ hSrw~fi't1woPHort unftiY,·(O·lir.o:dd~ on r .PjI reo­
fully.'formulalNl re:cori:IH1Ctldations. 1'l,le.:~ollp,\,\·in~:, };tnfem('nt i~'llot aIl1iu~)rity
P9sition ,to::<'xpr(>s:{,. di~lt~:rN:·n1{'n-t~ WItlr·,n".Y,:(~t:',{lt~ Ruhen 1l1Initt('(' ~~port~, hnt
is. desIgn(t(l 'to,prIoritize .~()Ine ot t~e?~t,ri,rne.Q<~~ti~nsncco'r~!!nl!'~p,tbe sluafl
,1}1.lSi.n(,'~'i':,\"i'e\\· nn.(1,~:?.8e.rvP:'·ns. n Sllpp.1~lp~J~~.:. to'Jl(tdr~__~ .-theunl,que .~oh."· .all,<l
uniq\Ie:prQl,j).~mN"Qf'~II1llU'J,~,n·Ps.nH "'t;,.en,t~fi'ri!:'~~'f~: An1fri\'a~
It"ll~ls:ah\'~ys .:lleena,~H.cy."of.·¥,nY~rI:Itlt.eQt:. t~:,::ac:~I~,\'-e~, ,s~'CJet41, ftl1p~('t .·hy

p~~Clns::,()r 'l.e~·i~lfl Hon' .fll~d.:npilli¢~tj?n:,o~' ~:\~~~tYtn¢ri ~"," t~) 1U~cpmplJfi,li ,,'nll('T('f>1,n"tI
~(iR~:::':TII,e-t,€':'fi)re.,~ax:lft.:Ws· (lr~e:xtn,I:l,~t1J'nt"n()to~I.Y·,~lir~\'"id.~ 'for the.,(unctl~,l!in~
(fr,.,go)etnrnpnt, '?ut'Illf:o --unflfrtnke.t:!1~ .. r{>(li~trni~t~t~tl·,(')tw("altl1' ·(pr' tho ", Ji~:l(>fi t
o,rll ~·'~r.6?e{,1 ,~In.!"s~,Ta.rltr",hltyg, .n re:"· ~l~~J.J:'Jl~ll:. t9 3J;sb:tiTJ(H rJ(l n{il:i:~-)til1~,.rh,~,~,"fn'
a~ri,c'lltnreo; )!'r""R Ini.l-'.e. ': l~ry:~nCfI'\"E"<l'IiI'IC~ ',~rJ:)ltl:t~l·t(), JJroYicle '.11,~Jl~rp,h~,;V1J;.-: ,f':)
pnrtfc'uln:r•.tarme'~;' 'Tllese~l-TJd,' mnI1y·,other:"rt()~·~rmfl(~T1tnl::~'T1ml~~fit~~~ ..\ r', the
hE-1l(.fi~,t)f nn'.I(l('llI,1o,~~r~11P HrE-.,~:.:l '<)' to::f0nvu'l}.Y "l'~~~Pt1 t. 'flll:QJ",R()(~i'Hty,.

UntJl' .tbefln!-'sn~~'?r,n'frrridnnt(>d~o~rnt,~,~,n('O.;')in,~tn~. hi 'lJ17S~,f'hk~6):ld',;:~rt
little .r-~Og,~lt"i?n,Or~.rnnll,hll.~ir:l(~'~ll:g'fl,'d~nrlf'(l,CJfl~~. 'yf:'t,n~'~"ill,:,hf~:H~~H~st."'(t
her'pi.-t1a"ffer.• :f':mnJi"J),u~lne::;s JIg R,b~ry""I'ec?gIlt·~d-to, !Je the '('utt:l~:~:'·~,~ri·:'9t ;'<'f/m.;
~fitlo,n,nt tl'].("'fnrrfront, of 'ir\no;'".nlIoTl;.'fl,'~(l'~::,51ine: ~nnte~,v·ei..!!l~t·, tA' rile· r~w~
p('t-in~,:'ft1r(>f'f{ 'l,lt>t,,'N'~ Ili~, 'll'~l?illl,·~f;.hi'7'I~ ll()r~flP~I:'hl~' ~,?"~.("rt1,tnN1~; ,T(};'f1~!'lh~r~
fI1erPll~~(l·nlrir~('t('n,t:r~!'lnC:-l"f'~S<klIryn:n\·htr(ln~,!,:~d,'('at('1~~uJ))trow(f';,,~..Jl~r~.'~h,~!l~(l­
11el1h~fl.1~lt('1! ',~O'(l'W~,t hem .th{lt,n"f"·Ch:t iern6H~YT~I1~~.hf' n ~.orretnl'~9nl~~,!~t::H~,h;('!~
H,i~mt~,r"~.1JiJU'JI:'f"i:8tn:-atCfl· d:i1!f'rP}JJti/ ',' f11(l ft.. 'hJfJ •. 1,.,u~'~ '.Jc ff.~;, ','l"h'er(" ,"nQ1i!<l::~~J:~(}.!.J\(lo "no
questlon,tllu t un Rl}l'Hed,: two-ti~r.-p(}ll.c~, \tIn, iichi~\"e~'I('tletl('fal'~(?i:*J:~rowt~.

- ' , ','.. -

A, 'T,hrTi'f-H' ror;,Iex"P~QytDF.a',: A F~{Yo'i:tAh:(:~,-'~'fIO('lf:T.\ L~::i~{,vXt.,., ' "', " , "~·'·r:,

InJlation h(1~ 'hE~lTH',()Ul·'tij.o~t~tt~tJfi.'l·doll1~fie:,:f1rhhl~~~,~'Tl1~':lH()n.J~.l.~f,a~rNl
ItY, tlle,l;uoa liJIlI~infOs~'eonlll1,lmU~·tQ',l'~'.i~of..-0.11.1)"" ttle-, rf'~l~lt~Qt"a:t,lli;~'j8)j\~l(.~?tl(ll.
fj.on~ .. I'~it, .. fq~.o ..t' ;(H~('d, 'rpsl~lt" ()t,' ,ft":'wn;or 'd,('('ltn.f'.:h~,,·.r~rf\~no.t.p., ,~t6r:<;t~Jl~)~',(t:U()n
o\'~r'·:tll~ :,nn:~19!"f1t(1~'.-. Tl.m '" (\'r,l'ring "6~"'tQ ':r~ql',r~)1)(~J~i.r~r,d,t\;tlt',1~,:.ip·~1'9,\~~~i;~(l
Pl~,tre:;.l'l~:~',)ll IrI('·t~scil. nr9ef'~ ',.-pr~nct i~~i;tr'lln{~ ,';in :the,,l~t'1"t)d p:~t,~.01f().t:· '~P,~
J)r~l II~t~ ,:n-ll~·.~ {"rtI~'~.(Q: 'Vl~'%O,nom*·.-,,' "~ilh~-nt'".! i111,g~·ft~\ton" ,~(jll() I1)fg'::~f:~F~,~J~P)1
()('cl{ra,:: }"'it1I.. rl,~(jrou:s·ll1 n()v:t\tl(}ti., ,t~er:~ .J~:~9'·lJl~~a.~9:~.nl"{'al: il~~m~:·'.1:~)l~'nrj~,r~
iV,~)'f,lf,s,'n,T,:e,.· r:tJ:l~n~l'~ '.~.', ~~r?r!~':,~:~~:··,:t~t~~(".~.~'t'd).·:.Oll~'::~:l:rr,e~.e~ ::~,~: ,~t-rr~if1,~~l!~~;'
IJr,ocJlI,('t.l'"tty. t~J,!I~rt'f1.~~';~~f!!,n,~n. }()11g,·t\mn,,:rt".~llV·i,t,~,vr(l',,·i:-:··'.:1l1Q,~{', .t).,. ',,:~,'~t~, '
tQ fiuance nehlo.ementa !ri- 'such qualIties of' life as e<jueaUoIl, Ii "'sare," ",",-,', '",," ,'" ,.' _', "". ',',",' -- '- ,,' ',':, ,•.' " ..,- "'" ' . -' --',:' ","'-', .-. '" -- _' ,," ,',',' '~" ,,--' " "",'1;,'.: ,", " ""',C'''; ,,:!< 'd,"',' "'"



232

long;e~ity"and" lelsl,1r~." ~udherti,l()te,", to~, 'lnr~e\, ext<,rit., rmial1.1lt~Rri)#~l>('H~v~s
that amlJi~ou's,'~~ifll~o~180f_.\rnericnns ,cun he Qhtnined onI,V' Jrml1 ,r~a1:~ ....
nomj~ gTo:wth that in turn.canonlyoccur US'a result o!vigo.rotl~,p[i\·ate'gN:~tO,t

in~l.o,\"aUon..,:,., '. ' .,', ._'" ", :' _ ' : _.
JIlsuPllort otour'ConClus~o~~"w,e,wIHexnmine tlJre,e pr£"IriI~('fI:
A. Small busine-sses wake a dlsv'ro!}()rtionately large contr-ihulion t6 fUnDi'g­

flou.
R.Small: Innonltlve businesseg,-creq:te johs at a more rapid' rnt(', tb('reb)~

InC'tea~i~g tax revenues.,
('. Thecreath~e:process in small Inisiness is highly sensitive togoi"ernmenfal

policies.
A.•~mall bll$ft!(,8Re.~ make G- diRp,ro'portirmalclI/largc con trHmHon to innovation

'l'heeconolllt.chistof)' ?f the UnitM. :::;tah's is Tflplete ,,<,(th, f'xamplC'!i of the
RlUnU husiuc~s 111,novator making a major contrihution, A re('entf.:tud.y(:onduch~ct

f6r the Xatiounl S<:ieu('c Foul1dntion conclmled that firms with }(':-;3 than one
tholl~:lml ClUtllOFeesin.Jhe IIO!'t~\Vorld \\'ar II p£'riod w('re.Tef.;~J()nsih!e {(Jralt-­
proximatply fiftr l'er('entof the "Iilost signi'ficupt new industr:ial,pro(luctf; and

!lTO('('!-'!'('!-;," and,firms with onehnndred or ff.~w(>r employees, product'H twputr­
four l'E'rc:.-ent of sn('h)nnO\·:~tlons. In adflitloH, it has h{·e-nfli~eon·r('d that the
cost p('f innovation in nSTllllU firm is ahont nne-half that inn large firm, Tl1if>
doNnlOtmenn that s~u~lI.lnnm;ativelnlsines~er{ ~houJdhe eX[K'cte.d to do e"err,
thinl;-'-thereis much iI1,llo\~atlon,t!lll.ronI.rcan succeed illlnrge c(JmJ:lani('~, ~ow.

<-n'r. in lnunS('n'M~!:\;'smlln',firmsare more. :HIH'ntnrr~:-:ohl(-'aJHI:wj1lin~to'ta-ke' on
~r('nterrIHks:i,n\)th(-'r,cas(-':::... Ule:.~.'he<·nuse of thf'ir tle.xihiUh",nrenhletohe
Ill0.ret'~'sI)Onsireurt'd' u~rf>SOur(,(,R more l'ffic'ienU:L It is grnllUhltsille:sR~,('On4

tpll.fionth,nttJ;wrei:-lsOllll"'t,hh1ff fnndam,cntnl and .llfiSic allout tIle 'mlU~llal;uhHity

f)fSlU~lLnr.Hls tOin~H)'~~te',that. nlU~t be prC':--eryetl. for tlle HlikeofhpuRhyec'o-
nomic.nn~_s?CitlJ.~(),~yth-,,:,,"'.·,. , .:'" ...... "" .;:':' . .'.'

~4 nC,r(Itn i1t.tJ:ii?n.p!:'. ..lltneriC{(1.n, NflSitl e~~qhill:forJr!rnm: {1Ie In f:Cc"1"10(IJf f,hr;rmrl'1,"19,:"ff)
81Ifnr.sth«:ta,mll,jor.:sq,urc,c :Qt,lt;cllnfJ[o!lir?i adratJJ'cJU('ll f .1Ia.t rl~Rul frd 1r().rnt~e
1.c(J1"J'~",!fnfU."itl.'~(d,rnrc~,.fO~Jf(~n~:.;.,q;,t'itl'~fl:l. ('1lfrcTJrrt.!f·urk1("orki ",9,; ll,dc{Je-'IdJ''''f.­
ly'of. fI,iil ~~l~in,~~~.: ·1[?,.iiljlj,p.a.r.lir,tl,l(J~llrtr(lC. -tvh~r~r:ad !('al'l!ltI.cH~ CfJnc~p til: lIn,'I:r
lJ.t:C:", 'i J}c,lJ~~,c~·q.,n~,irit,r04:'lcc(l; ·.. The ,¢re-a t,i'lIt'c'ntorB 'in .A mcrica.n hisfory l,rere'aiM)
i-lm?l:·a.,tnr,~.' ,.':,':':<':, ","",':0',,: ,,",": "'.: . ' .. " '.< '.' .•... :',.' :,'

In''.i,ih:t 'we, 'l{n{l".',~ll,'::W1Jnner ,"~·..i~,1~:his'eoho~lf:·i.n~n',nd';R0l~rt·; Fulton ',;\\7i.t:Jl
tll~.,~J(>nn:i,l~C)nt :i.~'. th~"lRo()~~'"-"" e,:~n-ll:kn,o;\V.·thil~' tb~~e ,tWQ:,i'U,:tl,()V:R t I9n~ :ltfl4': 11~, ,~qo~~
~.9l1R:Jtllra:cto~ :'rollng'~:\~e·rIC1l.' :Later .fa U1e<,tlle;:,rnilrond~ Nrxt,Iri 't~l~,o:n'l.
w:.'mt:clJ,t:to,n~.~."w~. b~d:·M~r.8~,':1\lid, UE'lt•. ~'ho~(', .(>6nt~lhlltlotiR:~<'n:~IY"':fl~1(-'r.J1t~
t:~.~·~owt1"oto~lr~)~olri~\'.~inil tn,rlY.flle--.. W·fiJ:tilt·, Ilt'otilp,r~.,,,~~{·D,I,nnilc~.~:'~(H~~n;
" ..~tfn~l).Ol1!~~.- ·.~~111,~-n'(1' p~For~t ninth•. introtlncti'on~ t:~:lf,Jn:i~l'th~Jnlll1.dnt1~,f1
forft.l tt.y~r,(O("lJJ10mie' ftrl'r'~,I)<"('~;' ThIs ... ls· ohViouslY',only·,a ,:purt1n1, U~t;,A~lo~:, ~Il(>-~
1nn(l"rn ~()r~.'\·(i,r~:'f'n-t r(iPI'1",I1.~,~l·rtl.': , . :' " " ,:'.. .". ", : -,:':,"

'l·h~f.;nUlP' .. ,tr~nd .(·o,n!.inu.Nl :tlf.tt)x:,.,'\Vorlrl ...·'\Vn r ·lI·''''',ilh '"th~..'~l~~~~·<+tOti~'[o;::'I(
Erlwl n •.J..~l1d,n't :.'r.otnr~Id n.'~(l~, 'W'R~$on.t\thlterria t.lo1Jr~l ,13U!?in~~s,,~lrl(-Lin~~,:nllr.
hfj:rth("19('t(i:~' ,,~.e~~\Y:Jh~:·(>Jn~r::('n('Pof. enYll(l:lllle.~· .sl1ch nRX~r(l\;'.;.(~:{tptt0l 'fl.'l tn ~
nigi:tnl .Rfjl11pn~(tri.t. RfI,cl"I lewJf'tt~~~~(·:kn,.rd~:f'~dl'.h~gin·nirlJ: .ns ... i 11'<1i \--1.-dpnl'-: $ma11
hn~l.n~s~ ,f'11t~fi:prrll £'1It~~,: Wi-t~l' tl!e.lr::~mnl1.:.~().~1l,3;1l ips:wh() ,\X.~.t:(' ~,l,nff't.t:~ f:(id:,:'ntth fl t
tlm~ .. uno'. t.h{'rC'f~lr(i: nt,'1~ :,to:":lI1.1H,,,·n t('~ 'J'n.'f1'dtHt.-!nJl .to .tltf'~f'llf'tt,(>ot:,~:I),n\i':l;t·,llnmf'i<.'
t.11~r~" .~yO~r(l> ,·!..t,\f)l1.~fl,!H.~ '::of:,'Sril(lU~, l~~'~~r ,k~own. lti:~h~t~~h::~olf',~,~:,:<,t~(j~n,p4rii(>,R
FIJlHt:npcl. dnt'f.TIJ: lh(-' ,~n!'i~t1,tHl.,.l!1l)O~,lhnt ·llo,ve.crf'fi,tf>O <T.f'll 1·· .}P~~~;{:J't\Jn {l\)r
r~onomyn,~Id.:i~('.rf'n~ed'.t;h~~.",?U',~:n:,tJty :_nm~.,:qnnllt,~ '..of .. ~inPl(}Y~:~·~h __t~~,),,:,,~<.,. ,::
n, .' '<:in (J'11 hi" (I rtf ii"t':.:hlt ~ (~, r~:~("~rr~ ·aIB.J~h~ aricl;, t il3'~~, nt·n, ,',~J ?1r.:'r('f~"l:a,:;'r~.t r:

Thp.,rr.l('or f;t~inll 1:1111O\':f\.t lr,f),. hll~h\(>~Sf>~ in,.,~ flm'.I,lnNn ci~~,()l~i~", e~n*"t.ll :11$0'
~n' l~' ... ~('f'-I'., .. :frl lIn' t 'YO,:'.I:'R'f'li,t ,1n<1f>pC'THlt'ut· ·.~t'I)('irs·nTl:~ml~~AY'll't{·nt '. ·,rh.~::~ r!'t..-. ',~~~
t ll(')i-ns~n !·,ht1.~r·t't s In~titl.I,f(>:..~r' Tf>!~h1,1'Ol{~J:Y. Pl:':\"p1npmf)nt', or?fnin~~n,~J,?n. ,R1l(),W:~, ,fP~l4,
pOUlHlf'll :l,'·f-'rn!-=(,u.ll~ltft)'lg'~owth tr~Jllllnnnto lfH'·I.' (9r the" fol\o,'rt~~g~~~,~.;rE'eJ3rn~IPS
,-of:c()rnp~nl~;' .. ' '.," " :".. ' ... ' " . <,:-,r. "

JI~, per"::ent1

Jobs

r~:~:~~~~~~~i:~~i~:::::::::::::::::::::::::::::::=::==:::::::::
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In,t~l1~ 'fJ.fu~'Yr mnture,cnmpnl1les wei',e '~~Hlleb~l* __~t~el. DuPoq-h::',(;.eb(.ral
}<~I<-,<:~t r:k~-Uell~ral ~~uocls" J,l1ferliatlonal:Papern-p-fl; l'rocter &qnmhl~.)11~10,\~nJi\':e
("Oulun nh·~::,\~·(·,rt~, ~ )Hla"r9Id,)nl,,~lll'!-tf1t::l~I ill iII~ '11U,d --:\Iullllfn ('tuJ";in:g:,~, .rn.t(>~~n:t:l~nal
Btj!314~~,M~('hin~. ,X,erox:;' 'lnd}rex,ns Instrtltnents.:Y'ounl';' high~te~Jln,O'b~~So.li1"
p~ti::i'~-h1('I:Ucl<;d pn:~n G,~n~r.tl. ~'utional ,Semkondudor, Cowllugraphics~,;\.nigital
H'luiPlJl.ell~; :a:,ud~larlo'l1Laboratq1,"les. , "",,', ., ,

·nl:e:}.~l'~t-'n('hu!'efts-lh~~i_t-u~-C of', Technology 'rf:>ll()rt st~te5':
"It-Is .l\"orthnotlng·tllRt, (luring th('~h·en~·enrl}(>riO(lJl~~,~1x'mn.hire' '('<)n1-pa:ntp~

\\~jtbcomhined~ilJC":"~of$36 JIIUion .in 1974.ex.IleriencMnne.tgnln .of. only 2;j;00<)
jnh~•. whereas . the. n~~ S'ou,n~.'hi::::h-te('hnpJog~'~ompanies.. with .comhIllC(l salt'S
of ,only '$857' m.qlionhad. ft uf!t iuereuse, in emlllo-SJll~nt..of utmost '3':',(}()())oh'$.
'I'he,five iuno\'nth-ec0IJ:tIltmieswith, comlJincd sales of $21billlon during, the
St'lII1c.l)(!rIO<i £r~:ated 106.009 joh~:~ .'
It~hould lIeimt('(l thatfhe House Rmannu~ln~~Comm1th.'e.ln n~ 197~report

on. "Future ·()f Small J~usinpss in 'America" ~intoo. that. small lIUf<iu('!-is ·Iwlwf.>en
HJGH .Hud 1!}7n··a("counh~1. for what ean. lip ('()nsidt'r~d virtunlls all the- ll~W
prinlte:FectoremiJ~oSlnetltin thif! country." 'rIle ('ompnr.ies' in tlle·"Forbme.
lOO(}··C,"(lutri-hutecL"Lei'8. tluu~" ~.. perce-nt of the ~row.th-'in' lIew johs-.-

SilllU;tr conclusions emerg('(!. frOID., a ~tt1dY. of 2Gfi firm~ hy· the. AIilf>ri.~nn Ele<'~
tronic Association., In,Fehrt~ary of 1978 Dr. Edwin V. :ZS(~hnl1 ,of' the ·Af;.:\.
pres{'nted the, c(jnr.ln5ion~ (Jf thatst'Hly to the Senate S~l('Ct CotnmitteeonHll1all
Business. The report ~howe-d the followjn~~rowth of employment for lle\\'-1y­
estnhJi~bedtirms as cOlltrtlstt~dto more mulurecompanies:

Dr. Z-<cbau also reported tbat annual benefits to tbe economy reaHzed in 10.6
for' ~n~lr,~'J'(}O'?f,~!}lf~~}"iI::pltatt1)aJ,hndbeen Iu"\"c:;tl>tl ,h.r :stnrt~IlP com~'dl('s:'
Jounde<lJJetweel1: 19niJ.~d 1975.,,~eI'E!: '_, ':'"

, p,~n(Jr~

"':, .,::",:,': ... :,: ... ". . ..... ...... .:" .', .,:per,.,pear,<lfotet~;~ales~ ~ ~_~ ~ ~ ~_~ ~_~ ~ ~ > 70·
~.

------Total taxe"~ "' . 3!)

'rhl~.dahl. $l,lP\\:R',' t-I~a,tthe: l~lH'tlt.s,.~lf,.tn n~st'l~lPn,~.I rt'f.:i~~ IJ r.~miH"itJlrtk ,'-Y~111flr~:i
::.re' :l,;lf'~,~' {(',g,.....n .'I,l~'\·,$;),)~r;. ~\'car :.f]O\'·hf tax; l~~\'NltleS (or ,fifH·',b. ~'~):66.<i.l1:iJlnl
:iIln',>,tHI~~Ht ) :und::~JI!,ll OJi'i-ItJ,U\\'o( Ilellclits :->t~lrt.s,.~O{II1':.lfl(!t't,he in \·e~tll~{'.I.I,t.,:'~rtle~
1~('.n~,ll,f.,.::r-tt·-:1i1,'-r~pnlHJlw\"~{·.rfUI~::,.. .." ...' "~ .,.,' ... ",'.' .. '.', . ... ' )', ..:,.-,:;:<:'<;,,:;,'. :,~
,.Thr.I~Pl,Wfit~ ;ftnnr ll" ,(,:)}in'~:t t:"'f().r J(t\"o.r:lhlC'~Jn::llt 111l~ ~,n('~~'lnl1O!H tiQri",~,;~",.;'.:f.t,Plln, t:-­
'(In,t· .(~O~,th i fl, rpy~.e~\T·~,':,(11.*. ('flUtrill11 t1o~ ,s,tQ ql~ 'p~·~t,:flnd:;rcttpt 'N'q'~,l,(ltilh~{'i~~~!t,rt-q
(l,r. fk:t~r, :~nllnJp·,·1 JS iU.(lly:ld ~Ih) NltI:C'I~rell(ll1 rR j',n, ll~t>i't;- sn~:l~l.(·~mpn ~lI~'~,~,"r'f:,Jre_':,:nl"e
t:f1(:'1'Ii r I,nnf'. t~. ·.f-n,jo,v' .t'll\t.~nt.'flt~()~ ;.. 1nilov,nl-I O,I):~ ..th:rrt l~(~l,\,,-I4:1~llll,(>ntr('pr{,Jfe'if~::~.~tl,

.,tll~'ir, ;,~nl:l'll,. hUSiIIY~~\;'H ::nnl,~t., ..·~,1111Ie t9Cn.r,~Y, 'tl.,'~~~r,'lri~ge;~~ln,r~:~f f~l~'liltt"fl~Jl;'.Ot
lI,H~:O,\":It~o~ ...,,·.,,: . ,':" ... ; , .. " .... ,:,,< .,:,,:,.:,,".~,,".", :'<''"}'''' ',,:,;,,',.:',<,

I' r:flir! I,r:n~tf'l~.. ,tlrti __ ('l1 rn:nt,<- ti1:d ~y-,fo.r ,fh('fQr~l.l,ti\lnall~l".nu.Tt,:1lrlp~ .~t ,$!Jl.ilJl
'In,llt!'yf1fJ':f' .. l-I,ll~ill·p~f·r~,.· .i~ ·Hot,· J;"npd,~. ,;\,n.I'o1111"11' ",th~rf', I'.R:, l~__ut:."i\ .;.(·{)JI'~~l~f .':lJ).~ii:,x,;:, o.,t
fnFO\·fl,t.i~n~' p~:rt1~~ul~'rIT' 'inon~:nt,ion hYhr(}i \Y.i{hn1ls,·' Jlr1a .flI.~ll"" ~mi!Jf:~~<~!~rK~¢'~:j "
,Wl',',11,,:(k ,('el'rt:u .f,~~ .:.h:~ ~ .. ,,~.q:ll~~l .no. ,,1:: 11('r~."~·q~ll t1· :~Ilf'~\~ '.n"',~:~!lV~J~n.tf~l:(ltjlpJ:n/,W"l1q;t~J..:l:\'~l
~(:~ntrtlll'l t1~,I.p~,:~(~:nl~Jthl~,fd:n(>~s.()~,(>r·.·the •pn:sf"t(>I!':)"~r!l:~ern'~W1;ll.y... u,' ':~,~,~~·lt'J~:::.t,;c;'.::;t .
.1~y~1 ,n,r:;t(>ll':"t~r('(>~H ·rr,'t 11~·, .ll~·r,r:l~p,Jr?1p,ln:i0t~..,~.'?~~;' H::ont:;19'iYi>,r. ·ft~rt~,~'~'.~ppr&j:
If·:,:~.~~f'':Jn,kp'~:',n~ ..,·ll;p~.:m·~vtPt'rt:. )ml.rY~JJ~ll,:Hip, 'tnfi?-~:,'rif'J~n,i"~~fp:n~;·':n~:~~:h;t~.:,::tlQ~
:~X ("11 t~l ~,~I'.'Q:~f'Ij!J~l?t'J.:,:Plltf I,lt~:,:. f? .1 }tF':lltl,:'4:1lt's~. ,·It•.J~' ,dl1i.r,'lj..'(~h)· i{),p:~ 't·hilt.tli~,PrQw-r!'.l,.gIt;:

,fl(··p:llenlR, going.'tn.lndbhlullis 8u,d'fo:mnlll'IlshJ'p:-:,'s hC(lPclintng-~' " ...
,.... . c ,. ,. ' .." ',...•... ; : ..:.• ' .. ,',. :<',.' ' .. ":' ..:.' " ...• '"." •.'...... .., .. : < " '.. ,. :.~:, ..'._: .. :,'.'.". ',.,.
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C. Th'e .crCdtlvc-procc88itf"~mal( li'~8inc8Bi8hfuh'liI3cn8Uivo-to;tl~~eriJmc'tf.al

.-poUcic," ,', " _.'' _-'. ' __ , " _. ','. . _',,,'
Ctcfi:u:re"prOc.essesln sml:\ ~~. husiness have >mRny -~i.gstmna,rlUe~·,~I4(t~'e'·~reR.

th'e_pr'oce:s1't~s :In _la~rgecorporati~llB,~ '.i'~)e_first_8tepjrr"olves tl1e~s~ __()~:kBB~led~e
(riulr~ett _-s.clenUfi~, soclologlcal.-etc;:;'alone Qr in 'c,ombiDlltl()D), -t()'c-:OIl~'iYl:!!ll-- new
pr()4uctorser'~icc~,The, _sreond :slel) is ~Q,reduce,t~is,_coqcepUo~ t(t', .:pra,ctice
throu~h t~l~ com;tl"uctiou ora first prototype .{o~~ome,otl}erform'of initIal trial).
of~en ,orla~xnall.scale in the lahorat9rY.Ifted:lni'~U~_alldeeonomktln.'fpromi-~.
lng. theue,wtjf~ductof,service iSlmt intoinitial fllll',,~('ale~~-:-du0tionnntlc!igtrl­
l)utioq.: 'YUh '~l1c(:ess. pr<"!du('tion is expamlcd tmtilthe, firm an,d:ilsmurkct
rnn,tures, lHI~sy,wiHcnnteml,l()j'meht ftlldtax r~n~nu~ nre thengeupnited.

Ull~tn S4.cce~sful production jg ftchim'ed, tbe proceS8· is usuaU.}" a strug,gle'for
theentr(~J)f(UleUrmnnifE;stlng it.~"~lf In a number ofwayg:

A Btru,:;gle to obtain adequate caI~ital;, a 8trl1~1;1~ t() make the techniC-ill'brenk·
throughs that' ure necessar"j' to" ?yer('ome tJleseemln~-1y'ne~·er·en.ding emergcucc
of, UlH.>xllCet'edobs(aclcs; a stru~~le to keerJ dcvdoIlmentcmitF. and, Initial prodllc­
Hon, co~ts low :,a stnl~~~e to collect RUlOtlllts, receh"alJle an~ 'o.ther payments in
tlOle'fo meet the.next ,I,)i'fYroll; nod a~trt1:;gle to' acquire arid moth"ate capable
Bdentin~,~ngineering.,l}rot111ctionandmuna~~menttQlent., , '

(JnlJ".iideft~ctors. such us government interfenince. atHl deIays~,sul,stantiallycom"
pound these ;,nudhlocks, decrease crcativitYf,and inerea~e the 'risk offuihlre."~ith
jncr~ased,tisk.'callitnl,ullocatioll decisions are made iIl'fu\·or of alternate. safer
inv:e,~tm(':r.ts.often of o short term, uature; en'lr'eprelleuriulmoti\-'ation j~ d~moral­

i,z~;,JtndtntlIl~'lnnoYntIYev~uture~nre n?t undertaken: Thls'lIt~wUHn~neg~to
u}ldert~k~:fs.,:,or'great cou,*m'lo, sJ1lnUljusille~s;alldillustbe to our'ellUre econ·
o~y}as weU~. "

Tb~'avil'ilahility of inithil "s~dncan"italf{(}r'D1a,:~in~t:htJcogcep~ilrcnlity),
sta~t-up ',ca,l'ital, <:fo~ the fir5tproductlon).,al1:d;cll~}lt:alfo.rexpaq!'iIQn is:lln,'~§len­
tfllJ .al~d.often,1itnititlg link il~tlle sm:all,',uuslnes~."pre'n,tiv~.J)roc~ss;:Fe:~en~ltax
~n4,:seC!~,~tY:"e:(,chnnf;e."poliCies".'are'major detei-niinarlts' t~~~tttirur ,tbis,poW',of
canifaltp'sntaU 'lJusiness 'luycstors. "",' ,:, "',',<::,.

'Tile' JIIlrf.rct of such" f~der~lpoli~ies,19,wJ4espr~a~:'r'~::.:}.4dlJI()fl't:(),liW.iUllg,the
llv'niJ8:lJl,U~Y<of" capital" ,th~,,:fedct;fl'l',tax'.,SJ~ct~ll7e ls,' :a"iD4J?r-,,~~teJ1rli,il:;1nt· ,:'J9'" the
~1Jllity: o~'Y~:)l~tl~,~oinpa.nies,t() •• ,reta-ln .SUffic~~~' ~nFl1ings ,t'g" ·tiIUtn¢~ .~,~~ygtowtb.
~,~~I1;lt~~"Y,i~li<;it!s ~e.t~ct'ftoIIl:the creat~v;e,ep.ttev~~eurl111,.piooe~;~:~4::,1~~s~n
the:~l!~n:c:e:',?f, s~icces~.".': ,:- "" ".",,: '. ,,;'" , ,':: :"':":"','., "":",."'':' ..-:'' •

.,~e~etar,t"r}:e~'r~ll,llnddev~lopme:nt'polides~.q:l;ld,pr~u['('m,p~t·p():l:td:~i',c~ll:~tt,~,~r
st,i~liJ'~ 't,e,. ~,r' i,llhihit,,' the,,~rll~ll :' u1Jsh:~,€'ss ,itll\o.r~U\"e JJ,l1Jeess•. 'lltld --l~'tent~,'~rld ,oth~r
)')oU~~,~S,i;lr?:vi(l,irilI exeluslt"lty,gl\:ri: ~,{"(n1,(J~'the '8trilJ~:gJI,ng ell.t~epreneU~·.·'''"ft'h,·tlie
~N'~s~~JrJI~ro.iedi{}n t?,pu~'ln.~·~utl~~,tec.hnolo~s'irito,'prpfit21blellroduct1()n.

sfriIE,"OENERAL. CON<£tusIOSS

From participation in tbis study or Industrlallnnovutlon, several geo,eral con­
'Clll~i.()II~,~nY~~"(':en,drawn.'l)y,.f:>n~D.~l.lf!.1~.ln~s{ ,",:' ..',' ,:.,'. :,,:,,>.,::.;\.,~.",>:,">'"

~~.':Inn()'Yll,Holl ,b~I n~~l)eud,~qt ~ntrel)r~~leUrs ~pd. ,thell":sp1a,1l'bu~I,~:~~~~r1.g,·:'~~~ell~
t1.n.'~'{()r ,cheal thr··e(:Ol101l1i(! gro\vt'4,siitcea largecontrl~ll~io,~,,Ie:;. :ula'rtf:';J1S-,:'e-Il1ll:11
Inn9vn~Qr~~,.'.o" .. ", .•... 0',: '.-, .. ,"'." ... ,: . ,:.. , .'",,.:'.",.",,,.:, ..:

~'. A.~~l!l~,:,~~nge()f;t~d~rnl·.l.olfcies flJ:¢lia Vhll?:,seri()u~d~1~,tE:"I"IOil'~(:Ql:AAtit~::.-tl:10n
th:e'.l:1bIIl~i:,?f"slllall·:lju~,j~es~(>$:.~o'!nnQ,,",l1te.'to" h~gitl ofK.'ra!.joll'.. tP.~(r.:t,v:<s~r'''I~·,e.

:: .__ ~~:' :'i·l~.e"J;~':~dn:(l1~n'.thl· •. rl}"l~ll'. .: ~()~ .'tlle: d~~'l iw~~n .-~r_u~'11 IJ.Usl~eS~' f~~Oy~t~rl'~~:~s:·t.':JV~·
t:fll~llr.e.·;'9t".gQrerllwent.l~lier",1~n~ers'·n.nd,nd:mlIllstrato.~.·,t()::r¢C~~ni.z,¢· __~.~t.~~th~ll
flrtu~.:':P4t.u~U Inrlr,stnaU.iutloyatl~'~.: fi~41$,,; ,~nlln6tJlceollim.c}:d~.te,'.~Q~~~n~~~tltal
t,H.J'I"tll~Il~.~8:,ren(n~'Ynscrin -lnt;e;('()mpn:nl~~; ~:i~Jle.l)urd~J:\or g~ye:t*:ip;e.~t,:~tif~~~r¢uce
.on:,:srnuJ1,.111.1l0\"8 tors' Is.·.d,JsI,~oportlonfl:'te:~v· .1flr'g~tlpd:J}ft,~n ,:,ort$:nw~l(li,~.n~~>:.:,·. ,:",' '.; "
: ;. 4.1fntll gon~njnmut.j·e'('orTI,zes'::the.,~rftiCD.lnntuI"~q,f,tlii,s,:6v,etX',li~ftD:h1-~.l)U,,~en,
,8n~. until nd{'mlnt~ nme:nclui,~I'ts:~od(}lJl~tlcp()lt~i(>~' n~';:fi,;..ccoWg:JJ.~p.~l{-.tt'lR,JI~
-U~~(I:{~'tll~t Irlno~:ntion IJy}~n~!lU('':ltgri'YI~{'s '~:HJcon.t.:irnt('t(),~,',$~'~,Q;t\l~~,.~l!l~r
IlIlle.I)4nWIlts .. tc:l ~l(~rne,sti~,. I)Qlh:-i('~ IIlu~.r .~~ta:llll~lt an(~ .in:1Ill:pn~,~.n-~:,~:,t~,$'~i,::~:y'~t~J9
t9r(I¢llli.t~it~vith,~~InI1 bus-ine$s'iJJ ..:~ ~i1l'~rent n,lunlfer, oflir~~jN:9;tl~:'~y~-.tO:ri~ •.
thnn..w,tJhlJig h\)sInc~$. . , . , ,. ".,',."
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17-525-79-1$

SPECIF1(].RECOMMENOATI0!fB

Thf:',re',are'fou'i' bronq S~?P~:.are~::Of_,iXrU~ r~o~end-Jltl.o~~~]Ii~h~ave~eeri
de"'filOAAd",sVecificnUyfo!" small, busi.D~88.'Ihe.se r~omme.t1flatlOIl$:arel~e:n~ltled
.hsf6Uows,: ,'_ _ .

1. Capital aequlsl tien and retention.
2. Regulation.
3~}'ederal,pro¢t1rementnnd~D~

4. TechrlO!9&7 t:ans~\lf.,/Wd patents.

CAP1:r'AI., ACQUISITION A.liDRETENTION

'rhe.-a,ouiinbiHty of seoo,slart,;up. _,~nd'exparlsion ~rip'italf{)r ;small innovatIve
enterprises is a wajorfador deterlJli~ing-the rate of inno\'utiop.. UIlfor~unatels,

aignificautchauges have occurredd\lrUJgt~eva~t decade in taxation polIcy. t:i~U~

rltyeexelmnge-ulld pcusionregWations" HIld.in_iu\'e~twcnt~anag('me~ t policy tha t
arf;.>lnllibiting the tlow of cfil,ilal intone\~" UlnoYatlY~Du:-<III~...:-:c~;lt IS hopedt'hat
thefoUQwinggroup ofrecommend~tionswil1,he impl(·mented.to provide incentives.
to i;wn:lllocal tnyentors throughoutAnIerica,nnd to t1l;a1Up~~Y_15Ie seed and
fitart-1.IpCapitaltop'r{)wisin~inllO\·n,tiveventures by 1; ,ameliorating tax nnd,
Secllrit~ iulliiJitioIis; and 2} provid-ingtllxincenUves forsllch, inv('~tmeJlts,tllnt
8.'re,slrhHartolnos:e Ilowa\"aHable for competitive opportunities iu retireweut
f3uylngs:p1alls and real ~sta(e.

lSlme~\·o.,J~Tax,codenowlavorf;! Fpend1ng ratherthansu\·lng.
It,isbelie\"ed tlu~.t the removalof,disincenUYe:;,to savi.ngs~nd,inv.estm~ntshould

lJe,thepriIUllr,rpUJ:1>i)se of tax :policr~e!1l!pledto ellCoUrtl:gein[loyation~ Tax pullC)<'
j s~tb..eo,n~YlUerfus;at the di$posal of tbe:go;vernm.entth,~t:,<;~rJha\"·e a-r~.rw1Jere. ,ucur
the 'requt~dj'IIlpact~"ln the'pro("eSs9f,'delHlting. ttt~las~'fed~ral":t[Ix l:('~(J.rm'bHl.·the
C<mgress:nnd· tlIc, B'X~,utive BrnnchC9nsidere~ 8e,·ernl~Urereilt'p()licles. each of
Which"'ould~uYethis~.ffect. Ail1<ing,tbem. werenllo~'ingfo~m~re rnpld recovpry
o~,cal")lt1l~thr?tlJ;~f1ePf~iation,l()'t\"er~Dg'c{)rpox:at,eiIlcoDle t:i;s: rnt~" euhandng
theili}T~~ent'ta:x,:c.Fe,dir1.illlUmel"Q:'ll.~''\\"'tl,Y8,,:ftn.4:1()~·er.ing:",.~,~e~,·ofJaxa~i~n on
capitut ga,ips.::RllP.iil: reco~e'o/ of CftI!ttal rh-rough :':4~p.r~iat!.?n.~o,uhl.be' l>lJerhost
eost~~trectiveW~Y:9~eI1courn ging' iIl~D.Y,~tion"andJts.n~p~il",'lltion,.:~~lle1"JS~t~:t~:
U,Sped. ~~(1ustries~ .Such .:meJ~.sqres"~~,:eUJ:D~qil,ti,o~·.<l~: tb~'.:q,?~4te,.taX,afl'on 'of "corpo-­
r~tet11~i<len,ds ,~~p.. ,lower taxes'on (D.pltal.gillns would, ,pr~vid,e·more ... incentive, to
savings by Individuals.

,Recommended ao/IOA
Inc~ea,e overaU'lncentit"s tor savings by IndlvldUlils and Investment to be

established through use ot the tax code. ': '
188ue No. ~Pri)viding tor immediate wrUe cit of aIL R&D ex!>"nditures.
Present law permits salaries. wages; material and suppiles in R&D to he de­

ducted as incurred. even thoul(h the benefit ot ,uch eXllenditnres may only he
~eat~z~·at:so~e,:ti~~,In.t~e .future." ~Jilny;,~:estgrtl',C()tl.,~trl~-,.'.ii:ld~~119gJ2'nlia.(la.
fl,nd,""'.' q~rrutlny.,c.Utr~ntJy::nllow·eXPE'~ditu~.(<)1' .llle,:eqllinrnent"nndf~ciliti'es
used by these workers' to be Immediately written of[ as weU. l'ermitHng this pra<"­
ti~~,f,n, theU.S~ l\'Q,llldllOt .op1.r Incre~~ceo'll)or:,nte,:~sil".~~w',rJ,n(~'.ilnr'~:Q\-,e""the
1,n.centi~e:tQm.~ke~uch,~xpi:'ndlttlres,lnlt itwO~l~l;Jll~() .~n~e':R&:p'~tlfJltAJ~x:n{lind-i~
,tures"r~!ntIV"elyrgo.~·n,ttf'a~til'e thlltl 'ot~~r ,~.pft[ll,'~1::P('n.d~t.~lt("~;,. tb,~~p':hy llrpviq..
~ng: a,n, lnc,enti~,e; for: Cf).rpt")rlit-lons t()" cllannel.alaJ:'ger: p~owrtlon of tb.<,1 r, inr'e'st~
ment dollar Into R&D 1\clh·llIe•.

Adilltionally. by inererising tor small business the inv...ttilent tax crodlt.,.th;'re
Wqlt'l~'be; ,nclHlDneU,ng':of 8 :la.rg~rP9rUon ~r thp'h711Alfbu'slne,£ls inv("~tml'll,t":~:?)l:fU"~,
Into Rolon COl'i tal equipment by crenting a groaler Incentive 111 that ar..... It wo'lld
:~.p'aitl.CP'ln:rlY,1~~lI?f.tlt-fo.RIP~lltl\1,~in~~s.~'fo!"'n~hJgn·.-re;s¥N~-,~;pr.~i.9H'Hf.~~...ftril~
,a ,Ptlh~st~nUnl. por-tl«:,o:,.ot',the' tlnnun 1"J~p~,,::o;>t. ~n~,tr()~ll.dthel"ebf.'pr()\"t~~Jt;tlt~'lfi~ttr.~t'
pertlon ot Its henefits to firm. engag,'d In disproportionateli large' amount. ot
Innontlon. ' ,

'Rc~nU1wn~~~q(1YJ)n" ...,,':"" ..,,', ' .. "." .. ,,:~,:,,: ..,:,:':.:.. :',:'-:":.',:::,,::<'.-.'::':>:'::'",')/l
Allow the immedin te write- otr er nil R&D eX11Cndlture,,' prope~lv deftn;il In.

c1uding those tor raclUlies and equipment. Failing that, allow a three or a 'five
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:vP3 r wtit~.ott'f()r,f~eUi tle'sl1nd" eqp:tp#l_ent~coIP~~D,hl~_ to _.the RPed~,l d~p;:EfJa.tlnn
ruh~.'i Jlo\Vbeing'n-P1J'liedtocn'pi,tll:l'e};iIle~d,itnre~,forI>OlJution c(1,ntrolracIUt-_IE'~~

In addItion, thl'r:f?too'u lilrl$c.rfrive,~tmeht tn~ credit -s.hcili1d be I>er[nitt.eJlJ~rtll{)fle
{'BUfta! eXlwndHllres, that:are resf~areh,1"eIntednlid the-,re, shoUld he'Pe:trllJlted .. ll
re~el1-rch tn,x<"fe<litfor those, I'esf,'-!l['(·ht-glat~exI}end,ltures,'notnmV"·elif'lble,'.ror
fheinvN;llIieut tax cre~H. allowing:for.ilI)Ilropriate 'cnrry back and carry t'or:wdrcl
I)ro'f.isions~

IR81ic .YfJ.,lt-'It is, dHlh..Ult for small te-ehnlcalIy-,oriented busln~Hesto t:e-faln
keY-_IK"r1';ouneL

It hUs bt'en noted, with '~nlall!'-highly 'tec~_rilcaI11-o'riehted, hHsine~ReR'Unitlt.IR
n pro"lem and a a~ruggleto retalJlkey JJeiSonneLIt is·helIeve{} that tills I~fohlem
will 1-{'C'OUlC exucerba-tedns-the'Amerlcau.economy:,enters 'n "period of sea'reltYin
trnlnN] nnd eompetent engitleel'$.~"'r-eq:uentlY'.,thp"only matf'rinl incentive ·that
it Hllmll husin('~s ,can offer', tothe would~beInvpntor orw()uld~he ImrtiC'Ipntinfit
('ntrt>pn·neur.either to the fonn~er orake~ member of· the team, is the prmn,lse
flf \\'('nlth through a substanti&l multiI)Ucatiou in ~·nlue of the stock of the
company.

Rccotnmendcdwio~

Flor ::mnU busin(>s!WS, w'liIrhsPt?Ild nlorethan ,an, e~tahlished Pf"T('('nta~e or
TP\"{'n lles on re~~archand,development, allo\V Ulore' favornble-&"!:.o·ek option, hl('l"'Il~
tin';:; to founders and key personnel-by (aJincreasing: thnquali-fied option~ Ume
from the current fiv,e to teRc~y~ts,and(b)~tponin~ tl'.etaxon incrimederivpc.i
from Uw'exercise of non~qua1ifiedoptionsuntil the shares bave been sold rather
thnn paying thetax attfie time i'beopti{)!lls exercL<iNL

I8Rue .Yo.4~Taxconsequen.cesofwithdrawingiuve&"tments in-small bus-inesf;
entprprisf;Osnre fqrm,idable;<",'" .,' .' .

'rhp~l':". consequences nrenOWSQset'ere' -t.~ntII1~ny'potpntiali.ntestor~·stnY·l.l~,:aY'
from investinginthefirst,plnce;believi,ng that the-'risks ()t.~u<.'h investmf'o,t .,nre
Hot, JnstHied by the, potenJiala-fter-:-t:lx'·r:ewHl'd. The net:effectis, of, course"JrJ
dii::(':Qtlra~e ~:ne.number..ot~1ny~to.r.s-.·,lIiterestP.d, -in,sucll' ,hI.gb~risk ..·.in:':"t>.st~ll?r-ts,
There....should. be" a."tai;,fr,ee,::~oUover,'i?:rov.lsion/ ~J1.i:ch· .Wollld:,:eliroinI11e,-tbi:f,'ditlI~
Clllty;p~rriifttlngc.a~~t~lto IIl()ve!~(),~, 9n~ s~all,1;msiIl~ssas,itmatllrp~ tll",nn­
,Ofb~r without, '~dveTsetax:cOni"~llen~~s~Anot.lt€'r,PJf:!,~llod,Of 11ttracting ,n~\v
capital to inyestments in' Rrt1illl:9~~ew,,;el1'tllr,~,c6DlfJani~';~ould.b~t()· pe:rnltttm,7
1!1~diate wrlt~fr Q,r: In:iti~J.,.,cJ:l[>)it1~l.'$Il,~eslrn'e'rtts::.to'z.er{)',·e.v~p,c,t~:~uJ::h.. i.t. w61!,j~t
re,s'l,l,lt'in..aJa:r1;"e;r;.·~I)ttp.l::,'galIis:.~aX~ev¢ti:tu.all.y;:'Th~,np~t,o.t,'s:uch'- immedinte .
"tax shelter" to Indlvldnallnvestors has been well demonstrated.

. ::.: .. ~ .........• ' .~.: .... ~

!recommended acllon .
~e.rIPJt tti~,:f,r~' 'roli()y~r: 0t'~9tIit:v, (ll'ye~tIl1~n,t~. or~~ltel'l\ath,.plY71rp~edinh~

or Meelerated deductlblllt-y or·lnltlal Investments In small buslnes"es. '''hleh
S~J,l~.'~nr~.tbaI1,,~:..~v:eJ:!.:~.r<~e;rit.a:~ ::Qt :r~.v.etll1es'. 01)". res~'aorc,h",.~rr,d ·d('\"cl~[ltP('r.f~~
l~RtleNo. ;i.+~p~v'· ~lll~ll· .. htlsJI)('S~(I!i 'trph~~UY areclill-r~ct-eti.Z~d 1l~:, sUbst,alitlp.l

10"os in their early years of operation... ..
Ree. 12H of the Internal Revenne Code and Snbchapter S laws allow losses in

htisrp('~~('~,·:ro\"(>r~.",~y:·:t~eSe 'laws" to,l~,"pri~s:~.'.thro.n~h .t()', iil~·e£itP~.~,,:lhe':r{>}jy'
mn'kin g,t~{'s~::bU:-~~'IleRses,:.trore.:n:tt.Nl¢~,h;e. t~ ,th6se ~~n-y~st()rwhoJ\re?.f;n,a"~i:tlti(m
to' ~\Ist~iu, ·l,os&es.~n)heir itl'ye~tIll~n,~:a.~~n()a'i3et: ,to ,()~ber'~'n~orne:', Thii' 'l1y~litirn,-:­
tions..f()r..•.~lItl(·hnnter. S,.tr('at:,nte.,~t •.,'~p~~.v~r. ""nre~Wtli th;at",fl"w \"e1}-t!lre,~,;qual.lf;\";

~rh:e t~l"a:tnletlt.Rtrorde4u~~e~::~be.'~e,proY1siobS':6~: t~e~4;,la~f';~Oll~~:':tie.pIP~e
,~~~praHya vnil~,hl('.,I~l.·tl1e ",,*a:rn¢, .. con.t~;,~ .-it.~ht> \1Jd, l>e"~n'9,(} ~l"a.si(i~: ;J9.:,.,~,~:Y.~'fi:(l
~.()11. ~,~rl~r:a te" taJC l()~ses •. Ip,'~n,t.. y~ttrs. __ ,Pl;,~., 'r':l~-i,ngs.pa~ ...~ 'mn-4ejt}.?§'fckfi~1~~IY
d:Uflcult',:(0r". fn ~. Jos~:e~. -r~Stl~qnJ:':,fronl',.,·..a~· "~J1sl1('c'essfl~l"eflt\'te ,·to:.~{t>lr$~~by:n
ipore .. llrot)tabH.~a:eql~lr-lng·e(Hnpa:n,Y~,' 'm1·~.:e.rr.ect i~,"to ,deprl\'"~t~e' in<te'St~:r:~ ..,fn .. thl~
ml~u("f'e~Rful-J"('nti.Jre 'of' JheJr right to, t.eco:up"So~e'{)f f1:l~lr .1~~stJlt;~)ugb; s.ait's
t(}:l:~n()re()rofitnble·co~,pa~y. '. ,'. ~"','i

IlrC(in~n1~<le(t,A.c~i?:n".:. > ,'" , "',.',:, '.' '. .. ,':·,.:,·"".,,':i.,"',:':
'. Ano~v ,~t~rt~\iporr,rntirtJ:)(ls~f'~,t(r floW th);fil}'~~', to,:!()un-Mn~.Jll.,\:~~rs,:J1;l.,.~nli
.l~U:"l~U>~~~9,-'\\~,,1~:CJ1 ~Pen't tn~r-~'t.~~~: it. cert~ln, J~tC!:'Qt:!.\ge'or: reY~l)'l1~ :'~li,~:§cll'rc~
n:J:I(t(l(,Y~,l~?I,)rn~pt.;,' ..'.' :,~..,,; ''-,':',,:.' .. ':","" ..•::',,', '.'.' :,: ,:'./':".:\::/:.;

, Jlllff~(!,~~·:n,;· ~71f'tll'eta~,,(~;t,~H()ye,r';p',~,t~.~'9!1{t;(W\~~·~·····~~,~p1':p~lQl1:~ri:.~m~H~:,·:~u~i7' .
ii('!-C~ .. hn:~~t~e.~t~:fr.o~, .,~mlr~l',,:,~~Jn~' :tn:;Y~~''cflJ~Il(lt:l~. ,:n~~.if!~d.~.·:epn,s·.~~;~t,I.O~.
~~:()n lel.·.,I~ 'g,t \:·.~rl ..•. t:(),·re~itlSffi,. :o'P..,:Z~,f;": ttl,x,":.,tRtf~ ~~t.:. ~.l1,,"e::;t op;l,:::W1~()\lD>Y,est-'l#/:S~!:\,l'~
fir ,ye-nture.',l!RIIUnlbusih,('sses O:ve~Jqqg· ,perloos'o(Uliie;~ - .

" , ," '" . '," ", ,', '. " ""'"'''' ".",' ',' ,,' ,', .;; " " '" ,. '-,'.' ',,', .... ' " ,",- '. ',' , .•:'" <'" ".''''.''',--'

.. -"',.'"
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: . " , . " ,'. ..'.'.:.-"'.:,,:' ,~
ritlrln~":t1u~'pa,st-deCl\~~.,'~,'"p'rw't¢,bIl~.tOfY. en,vlr.qn,01~~tJlfl~ Nl1e,~~t>dN~ ,~rltnl

11. ':.' \'uriety ..Qf'R()¢in1, ··rxm.trd~l~}', 'EJ:H~:,:'pew .I':e~lll1}tQrr:.E'"n.'"":ltpI)nl(>r~,t'·,h~t:,hlll(\~
n~endes such as OSHA, EPA, cpse, NTSB, a!1d EEOC,ln addition to eXI'.1nM,!
Jurisd-Ietion~:or, ,flxf$>t-inv:, :a,~:f>~~i.'e.$: ,~r,(lgPtlr!lll,eht~l ·such, a:S:.':F:PA,,· U.S ~ :Cnrp:,t:'..'(l(,
~~ng'l~~rs:.'Sr~C.. lf~(\,·Ju~tl~',netm'ttf[[~nt'f~}~~:otJ:1,~rs i~'\-.()l\""~<l,' ,hl. th,er~'~~l'l~:'!ii.~I),
pt, ~~ilsiu('ss ..'in· O:IJ e', w.t.l:>;P:r:·4:I'l{)th(>1\.,TI'~',.m~$sion ot·.l'iJ(·J1,of. J·h,ese· n~ef1<,ie:~\t~t~y,t:lJ:
Intended and, If only one (ar n few) of them were Impacting uWa .man fnna­
"sth·.e .bn ~In~ssps., thelrlnll~e.t.C'Ot:1,h:l,t:.e' llhsorh~rt~'ltlll~,the;, :cr(>nti:v.P'·liroeps~~t:
iJftfort\I,n.itl~ls., fox·mn ny ~I~~11 'b.Ushl~S:se~',J~(.;re '1~ t-nn;ll:~_~tl1 fJl1t.~:i{l):';~~,~·J.~:~rn,n~t?

.o~. ,a~n.~i'~A,8nd. i~l.~ome ca..s~~". t.h.~'~1fl'~s_~~,ntl,r('gul~li()~8:{'1l:for~-",,{I ..-~·e:re:';intpn{J(,d
for.: fj:ome:.o t he- rTl~J rpose tNin. tll~¢,'1'l~·ly.fleIdJ1t:'1.nf.: pione~~~q ,hr,,__ ~:~~,:;:i;pno-~iat~r;, ~'1le:re·
a'.re-·(w-e~'("3"se~f~fcontlI:r.~'rn~'Fpgl1~~~01,"f.~lU~h()~H.Y anrl','J:':eqUlrP,Iil£'ll't'.S,~ ., .. ;:,<c'/ ,,\

'this eliJe.:rJym~.'()r,\\·,ide~prb,nd::,1:e~:ti9t.tQ:~,-t~fluire'8·a:.ql.~jQ:r",d);·nrr1,j:'lt.Jjtn,~;:~:l)i,­
t~:l'Jlnd:"enef~Y~ ,ltcQntrHll1fe~,.t().·~":~·tlh~t~~~:~J~;l.i~tPr~llPti ~1J' ofIn~('rpit,tlY:~:~ll.rd,!~~,~~
.IInd .~n.rn~~n~.ll1·~he,:rI,s,~s:.o.f,~:~~d:ert~l(J:Illf}},e~~~ntnr~,~.g,("l1~i~.~",tlJ;W.i"I1t~~W<J:
mal"ke~,'Il(m.et:r~t~on~:':A,g, OIl. :r~~nlJt-' ... ,.t.9"~~',".~()~,o~J!7~::make·~~".~:t?,~::+lfte"::p~'~:':J:,~j::~~t:tJl~
dlstt"~rt~d:. J~l: fnl"Ol"?f. tp,Q~~,:~fltl~:·..'rli:~r~,l',~HJ~:nOlJ i~IJ'ln;~,~lJ~~L:",~,n,~:r~f't¢,~'mH~~_nJ
lIltol'r~llle.!-lt .ill 't"~19Sl?:,:pe:hls;':"\tbp,r~ ':J::~~,~I.~J.l()~ ,1:8: €Ii verse 811(1: :I"nt:~~s,¢':,l.s:· ~r¢a:tJr
redn<;e!l and Innovation. th~retor~, t. dhnini~bed. . .

.~. In'c(>ntt.n~~ to J()n_lr-term,fn¥~RtlnA'nre,espe<:friUYc1esirahle1n, 'fina~~lnJ::'ne,w
~('llftlres',,v,llich ~~Illi reiong:terni ,ho.rI~on~--(or~aehfpli tf,on. Un~l~r_~rl,a.rIIJrqIl:rl.
nIe pIa 11. ('~I'ltnlJW'~ riRt:tXp~ 'on:~nJe-!;_f)f Hilmi 1-', -1nJslness investments worihi"grildu-
ally dec.rea:-;e tozero over a: pe~iodof tilne, perh-npsfi¥e years. '

Rcrommcndcd. a'Ciion
Create, a: ,~-ndhlgf;'eille :t~xrat~,rOr l()n~er termflll"estmgnts f.n those ~~allb'tl~t­

n(,S~N' whichfivend moretbana 'gi-ven~rcelltageof revenu(>s -on resear-eh:811d
tle'·cIOpnle,nt. _.' _ __ _ _ . ",e •. _.'

1RfJUCIfo.7--"'-ER1S J\ nnd ,,8 riou~slflJe,re~lllfl:ti()nshate. had.t.he·.b'ron d"eff<,ct' o'r
makin~ fnstituti(malmnullJ:rerl'; of fiducj~f'Y-NlpHnl cve-n more '~onserynHvehy re­
qnirin~.that prud('ntlna·nconcePt:-;gtli(le€a('h:individualin\"e~tOlentdecision.

It fihonld :he,wlthin renso~ ,forn"p~ud('ntmnn"toinvestflsmnll but m~nnin~':
fnlport fon oJ .hi~· i-r1\·e:'ifment ·IJOrtff.lioin vE"n,tnre' <."flpitnl C"ntE"mrl~{'s. AmendinK
the dl'finHious of' '''prudent man" f'mhpd-iNI In variong r(>g'ul:ltloll~in,~Ucll a way
as to allow Institutions to aplt!y it to thr.ir:overnll portfolio in~teadof to enehin..
l"e,stment ~·01.Jldencourag'einve~tm{'ntin~Ipnl1 growth (,(Hnpantesnnd venture
capital.. I.H,ewisf:', .re~ulntionR:ar1(t Ie~islati()n nff~tin~ hanks, in~llrnn(~eeompa4.

nlN" .~al"inf.tsand· .. I{)nns.:st1\te credit unions; .uud Atate- retirement systems all, tend
to rx'strictrnthe-r -than,enhance'the availahility ofve~turecapital. '

Recom.mended acti?n
Mj)(lify tbe cOnf'eptnf ,the ltprtic1,entmanu that ha~ hPi'JJ f>mbodi(>d in ~on·rn~

Irieut re~ulat-ionssou,~to[tHOW institutions fo hnlda (,('rtain perC'eutag-e of this
IuYestment portfolio 'il'l small; IJtlSiness. vellture (?a[Jlta,l~·. Al~o e-ncotlrn~e stnt('}o to
IiherII1,aliz~ t~ein,~e,stm:~~t;I'~tdc~lol}R,on'stat~re~llatt:(lpools of·caIllt-n'l;,,~':.as

to allow in:ve8tinentof':soijle-'·.po-rt~Qnoft1Hfse'funds inequity positfon:~';'~'ve'nture .
capital firms sPrcitlcally for small huslness.

J.<t8ueNQ.~:-,-RR:~uh~tioI1R:,regttrdlng,: priv'lltepla('cment of smuU,.jnvestme1l.t9
~ndtheslze9.fRf'~uI~U()n-'''f,.,'pra~e~ents:,a're:tf)(Jr('strIctive.. , .,' , .... ' . _.'

In April!JfH·. tll~.~I,;;O.'~q9Pte~.':~tul~:,146:.~!~.de.r:the,,:.s~uri~i('~: '~~I~t',~f,1?3.1;.J~'fie·
{"'rron: to.·,~edll('en.1111;:c~nr:lr~;::tJ;i~",lln-tur~'~orth~:r(.{tl1i rements for', the. ,prir:~:~l~.J~ l~{'e­
lIlcnt o,t, Hmall. il)"estments',ot tli~'>kt.rldt~at:llre,tYI)i('~lof .'rentli,rc. e,apH~l.oppor'"
luniUes.Th~t' rule has'. nO,t .~(I~.~,e'yed the'.gqq.ls. Iptelu:ll?d•.:~\(mrilq~allJ-i.J1.~g,., ,A .-~m~
roses a flll~dolhl~limi~'op.t:h~ Illllop:nt ,:Qf: m~m~~ ,t~.at~:ln:'TJej'rI.,·:plY(>{L,jb, .~n,~.!;
,t'e~ng wj ~hout·h,eYODli~g.,.~mbj'7t-·t~",all·~'pf~lle'l~It1.1taJi,O,~~JmJ)'o$l1d~~r'::tl.l,~:':r;e~1l1a..

'. tion",' TbIS.,li~ljt' is. ',iu':n~_':' ,o.f·',"fl1,i"ther .'. tJ'J;l~"nrd .. adjl,rst-n~ent,in.or(l~.~,,·~q,'.t~,~~ ~.,i,~:f-()
'Jl~Cou~~. Jh:eetr~~ts. ,pf',fn~aU9il,. ~rer', H!I1e,,' I tW<lul(l' he:,,~lH,ta:g·t!y.~·ldl;n, :t~~
a\~nll~h~ltty.qf~tart~\H)'loSS~$·o~"smaU',il}JlO·~aU\"e~usille~s·to;'oellS.ed'(f,s: d('du~ti~
~le,'~~~nse$:t~,Jn'resto~s. . .

Rer:Q?~'1J:£>JI4t:~;'~:f~.~()~:'·" ,.' .','. ,'.:, ,.', .... " ..::" _ ..., .' .....~
.'Hlm~.Iffynte .. ~m£li1t!()ns.- r:~rdln~,t:~eprt.vate.plric~rn(\ll.t::nr~rn1\11 iJl~_f'Slm€"n'!9

a:n,d' icncrea-se tbeSEC'sRt>gulatiouA, H~itf:i'ou·tIle si;z,e of in,,"estment,: o,trt-t,i.nJ;$~

llEtJtJ'U1':ION

,
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It Is nnfortunate tbat thIs adverse regulatory envlron!"ent has cansed many
Sn;tall.1rtn6,va.\(}Fs,'to:c~mBid~r, the,federal, governmen t to "~ 'an aUen ,power CODl·
mltted to theIr dllstructlon. '

1$$ue No. 9~Latk of predictability of regulation rednces innova:tl<>n.
.Changlng:object.l,v,~~()ry,~c'ertaln8tal1tI.ards_ot:,~e~lati0Pi,as' W_~~t,:a~.: t1P(!~r~

tsJnty In, the, "tn~tpnd,s,f01"melurut:lt~g_'COPlplltlL'~.nct,"as. barrl~.r8 to', hl~qVft,tlo~.
SIll,all ,b1iBlDe~s:t~respeciallr vulnerable,Wb,~Dregulatlon:by,. tbe: ,sa,~e Qlrd,iiT~rf>n~_

regulatory. a,g,~Dcl~sls'C9ntrndlct~'&orwhenBt8.11(lardS'o~ methoil$ ,of,tIlen,sndng
COIl1flllancear~-n_ot ~tUbillzedf~ra sufficient per!,od, ottime. 'Thu9,1\:,-gre~tJJ,lany
smnll,busine~~es.--a~e:notwi111n~,or able to:_tl~~pt the"rl~k,of,committing Urillted
reB:ourccs·ona~'in:nov~tlon.-The resllltis ;a-reducfion ot competition.

Recommended actio"
1. Each regulatory agencjshollid iSS1.1ell 1fm~t'ange sl(itemefltot rein11atory

int('ntthat could ser\"e as gut~eUne8forbotbtheaJten~yandtb~ rf'~uIah.~d. Surh
a stntement of Intent sbould take Into consIderation whenever appllca1>le any
8fl('cifllclrcumstaJl'~sfound,in.regard't08mllllb~slness.

2.'YhE'never two or more agencies are developiugregulatfoflsorp<>UcyonR
slngle.is$ue or lnterdeIJ{~ndent is!-;ues. an inter~~ency coordtnatin~ comw,ltt,('e
f'honld,lre: fornf'e(l to' a'SRure Cousi9tency~ 'Wbene:verpossible,::lhere shonl<lbpn
cousolidntion:ofregulaU(mto prevent 'Over-',reA'u'lation .,(especiany'ot. small husi­
ne!';!'; )sothat only one siI}glengency C1lI."I"iesoutt~eregtilatoryfunct1on·.,

liame No. 10-'-Intlo\~ationi8 stifled,uy re&'11Iating. the meansrnU1er than tlle
reslllts~ .... '.. . . ..... , '. .: ..' .... .... '
Regtlla~IOnsre$u~tingfromthe adpption of new:, ROCIal ~nhnn~em~nt rpgnln-­

, ti,911~hl:l:v·e tpO,f~~qurntIY not been !(oah()rient~.·Itnthe.r·thnl1;·.req~il"iIlg.a·8P{·~lfic
de:fi,~,ed.0l:lt,Pu~in amallufacturing llhlnt'~eff1uents;for In~t~nce,·the.,regl,llRtion~

coiltrbith~ Ihdustrinl',procesG<g them.~elYes. "Such' rel{ulation,<;' on.prt)~~;~S ,pro..
hihi.tJn~ovntion nsa means ornchi:evin~t~e:reqlltred,1;onl~. Impor~!lntly."SU,ch
sQ-Cal.l.e~ll~1Put,·~guh~,t~()nn.inhib,itcOIUP~tit1on,'and,mal~tnin.UlesJ~tuS'(l110,ot'.',
Industry structure as small bnslness Is thwarted In attemptlug to penetrate and
develop a Im>rket.

Recommended <actio,. < <
;Regulation. promulgated to achieve desIred socIal goals should be Ilmlted to

4!~tp,u~',~r:t?:'~~~:c~•.~!Iey, ,sbou'li.not(licta~~ the:'prtl,cesse,s ,ils¢d bi,}'~~:~l~trr'r{)
achieve tbe',s(imdards. Such a refocusIng of regulations would foster .Innovation
b?~li:.ln""i~~.tlng.:t~'~:":fli~.l1d~.rd,s',~,n(l,,~~¥ld·.e~coilr9.:fw.entr~··.'Qf,add:~tl(}1,1li'l,'.bu~t;.
IlI?s:SC!i :'~ft,to,: tb~~:~rk~~.'~~p~~iJl:nf,b~- s19~i~' bh!!ilnesS~8 ~~.howo~ld,appro~cli-':e.om~'-
plhl:~<;~',·l.u"~i~rei\~ire·~·Dtllt1,ller~.':' c' .. ,:>, .. ,' "'-

n.ue No. ll-Rej;Ulation of'prlre an<l' entry Impede. Innovation.
,P,~l~~o~~~Qlled~~I1Jora.tl0nft, ,W'hl(*'ltre'alulo·~t llhYt\Y~:'l1)rg,~.buslne;~~"','~hq~~e:

p;ri.c~s,fi~d. ~ntrr'are "r.e:gyla~ed.h~.·:gn\~eplPle~t" hflVe'1)o.-i"pcenUve~: tor,d~,pa'J1:tn~
f:,r.Qu}' t.fl~' ~t(1t~~, ,-CJ,t;()t· th'ns' r.et:lr-df:~~:,1.9~{)v9:.tl()n, and,'t'h~relJ'y:"fn trY:,hr>ne~ ',~01,QJ l
l?t1S1Bes,$Cs~ Q?yernI11e~~pri,ce .a.nd ,en.~l:'tcqntro18'41sto.rt.w,ll:r}tet ,~(}~.-:rt'Q'~ '~e.l1:ce
irfl,iI~I1 cc:!rotb ,i~dt~st:r~',strtt~hlre'. ,& (1,", ~~tn,r.~tI~~()rJ~ .·{),rtv~'~~ cO~,[)Orll:t~q.r~$,::::~\"hi'('h
o~r:nt~.:in :c:o[n~tt.tiye :or.,'potentlill1Y'l~o1DtJet~ttv~·:ltla~k,et8:w:l,tete:pr.~~~::::~'~~.(·()n.
h'9~1,l'<l :l>y'gor~.~p1~I1t: 1J,,1;e :i~Stll~~ed' from' the~n~nvntio,n.~~~o,u.r~~.11?g7pt'~~$~ln~~
o r"~IllnrJ<.etpla~~,vrj~e·co~~tlU0l"l~ ,The ···ll8.tloll :'ll:nd,the,c~.n~11t:per·,,~9UI~<M:l}~.t,ter
~et\"~<l·.i(,p~~e, '~[1d, prt.rr" regula~lflnof.:con1P'eti-ti\"e, -i-ntl~stJ;'h~~.\\"~'te "r~tIi~Ve{1"~f)­
th~t~'~I:,kg~, __Qrl~nt~,4}-n,n~ra~J()n~~. ~Yhi.e~ '~.r~th,e,:,1V;lturnl,result o,r C?~,~,ti.l.i-li,~l)· ... ,
determIned, market price•• could flourish. , '

Rccommeird<1d'actiqn ' <; <, ,
,~\"~rllm,~~tJl~:'Jlrtce.~n(l:,entry: :cQntt()ls <?t,pr<M1uct~;'9.rserYl'ee~i)ti~p,y;t{)~d, Ih

competitive ma,ket. should be rapidly elimInated. Where such' cllrifrolg nrc'
required by I~ltislatlon. InltlsU,e" to modify the legisiatlon, to ,elimInate go,'· '
eX;,ll:m(!,Il~~I .~n~rol,'8l:l01lId 'lle.,intrQ(lu~.a~d nc·ti~~l~Jn~~&'l:~~. 'Ei1try ,tp]mlp,u ..
flu l1r" "Bmpetltlv~:.lIl11rkcts·shollhlhe d,e~r~~l:a.te4.,ther~,Yt·IirQ~lding,n..(av9rA'J)I~,
c:HJ.n,4~et'or·sritflU"l,l1s11l,e~~;expnnsi9;n .. :',.':, " "'.' .' . :: .:'::' ' .• ,' >'::"" "':".:,,,,:',,'.i',

1Mue No. If-Uncon.ldpred eeonoml~ impact of regu1lltloIi Imps,T-' 'Indus!'ry
r1~-hl-lfty, '1\!),(1,: w~l1kgn:s~orl(f '(Ilarket<P?,$lU9~~,;,:, :"':' ,'"., ,,:,."',,:,:;X:~";":">':;/':',.-,,:.~"':;~

Q<>V"~·r:nnlt·Iltl\t..·r~~.lnt()ry,(y~~n.cle.f"11r~:,:.~(~t'.',llre$ent~Yi,~\11T.~g,:,,¥i:":~~~fwflr:,:.f1.1r.:,
the effect of' their rr~ulatloDS'on' the coml~tltl,"e ~.it'on world,:ld7' Qf, \",e IIj­
a:\1~tr:Y, .:~In.~::t"f':~n.l.at.p.d'~' I,u. adq~l~p'Q":.t ~~, ,,;'~:QyeFll~~'~t~~,,: ~~J'~.vIW~\~J~.J.Q.9.1l~,~.n·.\·,·
especially sma\!, busIness, sbould be examined.' Go):ernme,!t relleal,jdly demon-,
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~trates a lack of knowlroge of the natnre and problems of smsll ,bnslness, In con­
trfl,5:t to:the cooperation -'b~tweengoYernmentand industry, eVh:1.enced:in.'E1;rrope
and Japan.

Rccom~_en:ded-.actiQ'n_, , ,', ',,' '_,'_ ,'_' ,', , ". " " ,; ,"_ ,':;
ID.(.·ollslder'in);p:n,desmhUsh lng re~ulatlons.pol iciesi,filld el"etllegiSlnUOf,l~,:}i:::;•.

gO\·erDIn~~ut ageneie'~folllouldh~reqldrC(l tostlldythe impilct ('f thel,l." nctions:trpn'J.1
tIl€' '.worldwide cOIllpetiUvepo~ureot ,lJ.S._ill(lllstr~\,A nOll-adver~n r-y:rpptottt;"b
SllOU1~ heenco.uru.;e:dyja, dh:ecU"e!;.to the regul~tOry-ngen(:iei3fo increase'j'rldus­
trF p_artlr~paUn~Jnreg,ulnti~"::9t'de~-re~,I::l~i6ndeveiollmem. ,',:",""

flUme No., :JS~(~(1StS 'of "r'cgUlatioll',' lea"<r- to ,increa5edlUnrk~t,C()rl~en,~:rat~()n:"­
~m,aUcr Jlruls, hii>tor'icaUy the SOllfce 'of5)i~i:fieant :coutrillutions f6innovil w

Hop, ~urrer ,di;.;pronorUonntely ~rl'ater injnrytrolIl·the 9l'"ernll co."t~ 0freg\lla.;,
thH1S ,than, dola·r~er linns. Hl1mlredsnf ~mn1!erfirmsh3~ehad todnse due to
co:::tsof cOlUpiiunee with new re;:;u'lutions 1\nd. as a re-sult,larger ,firm$'; ()J't('~
dt'llf'Ulh-ntullon them as RlllJP1iprs have hC"enforced,to eith~r enlarge tlJ~~ir e:xi~tw

tUg" oper~tlons. or integrf),te ygrticnlJy. The natural J{c(\,wtll OhjN:tivc of hjJd)U~l·
n~~s('s. c~)mpoundpd hytheeffc-cts of inflation and the double tax on (li,~ill!,-ml::::.

crp:ltps:t, ,dt'mand forl)(~rfor~}lnIlC(.\\:hid};in mnnYC:l&'S. can onlsLe met h)·
SUPlll('wenti~gtheircore uusine.'is growth with acquisitions.

Hccomnicndcd. :actlo11-
X~,Y('conomjcine{'ntin'~ are upel1erlto nff~et the cost of (,:1pitnl itl\~(J~hnpnl~

renni!"('{l for rp~ulator)·('ornl'~inn('e.:-::lIchinC'('nth'C's nre ut.'p{}Nl not only toin~

hH\it the llIlintpudpd de~trt~t'tiOtl of small innovath'e firms hut to enc;onrn);e thp­
('Mahl,isllJJ:1cnt Of new:--mall,lmsiuPssPR.

T?:por,rcct t-heIJtef:>f"u t ineqnH ip" 0 f the cORt~()f'"c;mn-plianc(> "",ithrpf.1l,kttJon'J
iUHH)S{~,i:lon';Fmaller'.J)usji1~ss.il. 'f:" !'(':cnmrncndNI.thntnllrnlc-maki f1 ¢,!:=llIHps
r('vie,,' IJrp~ent T.e;:illaU<-Jtl8. fiS ',"c-ll fiR to incorpnrnte}n aU n<'~\' rp~nlatlon~, n
~:~n;':ld('r.ati()llOf, <.lifferen.t lev-cIs of hllfli l1('sg Fize. "lhi1e suh~tanti\'(.l're-nuIr(,rllf''.lt,c;
~llOuld,otdiuariIY,1J~: uniform for all sIze 1<,\,pI.Q.procedure:i an{l'p'aH~r,Yorl.. ,r~
q~.,Irt\d:,for· c()J~rpU-an~e' }:lrouhl t Rkf'., intn, lJ('C: III n t ·t11e-~ .. ,::arlaf ifms'ln,hn, -: inp~s:·-d -, '"'.
. j~R1,f§':"':,)"'W Li,__.\'J1.fTISn f-ety rC.;mltl:t~on·insmail:bu~in~s~.is.:rCf..ompli.sh(.rlw-ith

filL(l.~:t:r:Y.h:lmlltdC'fe-ats,-tbe market.entrY-fit·a .tiU1e'.wllctL s~l;lll'llusi nE'~S '!s'l)ar4

tk~lll;HIX:·Yllln~:r<"thle;." ".,.':".'".,':. ,:~
"..~ ' ..' J)n~,tQ the,:JflFj:{e::rftl~,thJlt.tW~:lU.hp:sIl'J~.llflSpl:l:.r,~:'Itl innornti0Tl~clme.~r~Tal
\,.:~tp.>lltio~.':::shl)u-Id>rl=egtren to smftl):l!us,hl(,Rswhiri-lhS:'iJ;.~·'t:e,~~:n~J:ll~)'illl'K"'f{'("l,~g

JI'eW:·.61tu~t~Ot~~:oI1.:woJ:'~,pla<!(t:~8a~ety..',enyjr0l1mJ~~ltal.:eff¥t~ :411.(l:,:pro4t~~p' "~3'f~tf~
'" . ;r\r(,'()~cl~n.ghr.:lt:~·().\ild he wi'~·tq· I!~videJ()[":\rnr~J)la~:,r~ll~t',~~~nr in~~tii'ltlil'·
"·~l~!l<'''':()lil.(l~~,I,~', b'd~~d .'1]11: a,n '. iJ;I~p-~tI.rin· -sehern(fth:tte'rrii1lliL<;IZ¢I:l,:,~l.f~'~i.i',",P:1:o.T't?~'l~~
:Qr:,~:~.-r~'llr,fl.{'tIC('s; '()p.~.' nne~¢.l;'~firl:' hu~ lne~~ ~nt~g'o~wfl~'fi~~l<it .W0111i:t:b,~',e!C~
ducl~~:" fJ:'(uil','l,1s?al"tJ:'l'ntrnclit:.:liPtil~. sIJ~nlfi,('a:~f·de~i-aJi~,[)'t~ql ,1,ntPr·.Itid,u-~fr,Y
nCt-r~~:~e"~l'oll,eq' or:'Jfr:Ql~n bl~.· C!uuse,l)Rt1 l~ee.noh~cr~e(l :;' S.i:i~,'-sh()U.ldhe fix~:{l' l~¥, 'f1t'~
d~y.lo~J?ra:~~t~$, lnthe :irl'd1)8try,.1~ut,~ri·t.lcnl'si~e 'w()~ld,he,: lar~~r::',tl~nn', t:ll~, t('n,p~,r~
~oIlt~Y~l'~~!1ry,i:(lf'N:'~but,n{).t ~n~~tN'.iIl,th~ 1~<:it:{'tf)n!::'rr~~.~It:!='1~on:J:(l'I.!~,'TJ?t~,1::~1~~~'
fb~"~~tl?~P"t, ~,oes ·~ot,m'IrrHI:nte·:e~ceii~~?IlSlnttitpes:reqn,~re. a ,~~q'v:c;~ti~~;,.~rmfqb:Sl~~:

Al~q. :"~nn'~iq~ra-~ I(l~ ..·Sh6utd.~e. gil':el1 :: to .'pr()tiqin~:-funcls .f?r .·c{)tn:iWn'Y1.'('~:,.tf'~,~:·
,',n,'ry'd ::lJa:bn..i~f ·inSU~fltlc:e. :rrh~l~tt~r·. mar, be n(":hleY~!i' ,~omet~J:ll~s::;~Y"P.r()~-i~l,n'~:,:t~X'
r('lJ~f: ~r~th.,e"fnndR. ~~t,Jl ~I(! e'. ny-waS :pf:~~lf~.ih~l1'!11"n're~·If"r~tntl:1 to.r,,~:;r:rn,(':f:i,~,.--Jlf
t'ff('('f.,,~~tnlHI~ll~,~. I..A:Tie~ itO..tll,:1r~(-'t,e-n.try r,~ .hn~ ~re:<lllt-tltly:oc('nr-re~:; t-he-n~?~~,
teYnf\(.I~:~ttOlIJ{l:,~ ,.nya llllllJ\:"'j)h i~,' \~fI~lrln.~~slta,t.e'·.f~~ ,~xri1n,-i()ri qf':t:he' p,~nt·
FrJlf'lll,ht1~tlJ~.~~J.~.~nspi~~rnt:n,or~lt,sJln'.n~terntltil:e;nn.tright 'grants;:, ,;, .. ',.. .. :', ,:,.:':.'

lti :ririW·.o~',t-he.r,e('()g:n,l~d·n~'d (or. ,('prllpli'lln\.e;; ~m'~-Il- :!Hl~.jiWSS·tod:lY Is:~:i:'~~4;:
~jt1\ :~~ny ,.pl0ry ~,~nel;ls~ .hltrQ-I('~ .. tpl:nl.lt(1o~tf"f(}J:{"~' mi~rt-,f()~' .•t.h~r~ ..ol,~:z,ht t~,J~f;#i}"
~ef)j')rt ~l:nj~y:: .. t:(){-',~:p¢n,~e' .. ve,n tn:r:¢e~"Pe:'nrlJ t nr'~s -ttl .th~ :•.ypur.: tliry,,"f)f'("Jir:, ..All:';',-,~f~~hF'
,r.,,~e·~ :g()~fln,!1y-c'n~".~'41{-'n$~.· i~~:,~,x,pe~di ture~, l1~nln!;.t:.~n l~:frrid'~l}~t::nt:(>r:~r~rp'·lle.
,~l.lrp,()rt.prt~nJ .()~. ~fl pl~~l·rr? ;~n~n,l.1 rng;e" ,~.p'ntnr·e. i .n~~~tm~n.t~;','f.lYe,r~~J~,u,nI:\ o~,her:
~bn-te,~ ,of the:flP:.e.:TIlc,.nd i tnres ~!t'i'll,~U-thp lll~(le.li11o'WHbIe,tnx' 4p(I)H~HOD~,.-:I\";,,~':':" : '. '.:. "

'AIfgth~r:1\ rE"a~hoil,]~, l~. ~:he cpr()yfs.ion't~8t :.R. ftPl":ll,b~l~in'~f:s:',~;~,pn:~t ,~:~!t:t~ll1~n.t'.
h~.J~~l~~' n~h{-'n nE"\V, ~~lJfltioI1.q:,nrp,p,r:opO~~Pd.:·,p:r)~.thnt::~~c.l\.t:ri'nn,Ct>~~n:teW.~~J~,':':~
!'!'-~ 11· i.p(>t to .fl,9ln,IniRtra;t lve·J'} ~.t-,fi rH;lln~.' nn.d:',,~ud:i ,ci.~ 1·.·. :rf.v.l'~w,~h,{":~~lt(-i '.'tt-z~:~ ~,)h:~'?~~t~Cl'.n
Tot I. ""~I~ny lmnortnnt thnt alt~nlinn f,.,. lil,.~n to this area by study---b¥f~";
lmpl~mentitllon or the regulation, as opl'O""d to after. _ - '''-, ,_,,, __

Rrr~~ttJ:~~~.~,:."ac~lp,~ .. : :,' "::': " ,',,'.":'.. ': ".. . ,'"i,: ..i:· ,.'" ., "c"":':". ":.•.... ':::'.':·,:'.·:':.',i,,,·:;:<:·:,,0,
Due -;0 th~ not~ntlnl1v Is"", role thot smsl11lt';ns hllve In InnovaHon- '8 ':"<lin..:e:

should be assembled w¥ch permits workpl~ce safety regulation relj~f. lInal --
',,, ,''-'',' ,'-.',''', '.',,' '., ,," ,,",",,<"''-',''.. ,," '" ", ',", • ", ',' ,'''', --._,',. ,'" "'J ,,' ",.',",;"";',

';\-'•
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for compllane<;teste and HabUity prot~tl{)Ii. and spedallied tax and Impact
analyseB-~nregll.r-dtonew r~gt1l_atlons.. _,_,:, " ',,,' '

I88ue:No"_15:~~ntitr~_stpoli,~ie:s.-ctl[lcin4~bltinn.o.v:ati?J;h,: ',_ __ __.'' ,., .
It, i.~ _re-cognized tba.t: ~~e,llntitru8t-!aWB~o,_'-Ii()r-dtI'ectly" uddre~~-:in_~o,v~~t~n.

nnU1cr·,imlO\".:.1 tion Jsg,eneraUy _~~D.1ulat~d:1.Y,~p101~tiUoo. lt~~y, --1:>e'postJlluf(id
1:bEi't" nntltr~_st llO'lIe1~s, whi~11 foster-~oDlpetHi()n _~end, '1I1s<rtopromote: .:iI1AAo:tntl?uo
In~u.ffic'iellt ':lutentio,n.bo\,~,·er;~as ,¥en 1P'\"~n -hy: ,the:COngr€;Ss. -tn~nntHrl1~t
~Ii~or<!ement_-3gellCies__ U'~d.tl1ecoum to the ~)nyerse'pro~itlon:a'[ititruf<tp_oH('j{'s'
"'~hi('h-di'Scourag~inno\*atiou-are, _to th:at extent. _h~'herentlr)lnti-<"()I11pe-titi\"e"

Inn,()~·aHun itself is inllcrently, a higbJ:'t~kpropositiqn,: the, Costs nresllb~tn,tltinL
tlie pro~pectsuncertai1t,;<,""by ;detll1Hion, it ,involves, the 'unknown. "~hen othe.r.ri~ks
(such· as the risk Of, pro·voking nnti,t-rllst actions ).ar~'snpera<ld~<lto the equnUou,
or wh~n the prospect- ofre~ard ~s unduly:"~iJ,"e1Jmscrjbed,t~lefirnles ma:rtip to­
w:rr~ tile safer course ofrjsk~a,-ot<lnn("e.}1(:)fflOVer"heeause the nnlit-rtlst nll~~

aI"OimI)r~ise.Illusthe fnet that th~,~" areu~~:lJrly appl,ied'pr('(lominnnUy ::H!:lln~t

Rmall,er,husiness UR t~in~more en~i1y'intimjdattdd('fend:Ult~, the IJ1lRinpss (ll)'
cision~IIla~er IHHl difficulty in assessing the likelihood of ad\'erse action or the
magnitud'e of exposure-. '

Rcr01llmciulcd aCtion
"~hilh 'the cMmnct of,·t~(":lrf·hpr()j('('t$;onanfndi'lirlunl tlrm hnsh:.:. or nmon~

fi rH)s,wh ich a I'('not ('o~npetitors~i~oJ::dir13rily'tohe r'!efe-rred,_ ,th~ r>{'pn rtnwn t
of JusUc~ ShoUld. explidtlJ~ r~g1[i7.ethflt there are, ('ertnltiarenf; in Xdllch joint
or eo<"!perati,'e research find .comIIlercjaIization,·~.tnong.smnllbusine~ses shonld h~
e-I1conrng-oo. This is p::;pedallx,:true:in the ,case o,fhigh-co~t. high-risl\: "hrpu,,­
through" oriented projeets~The.. generally. proc~mpet-itlve.long'~terrIl effe-ets (If
major, innonltio,n shonlclonlhwrHy t~ g,~~'en g'.r(;'nt.vre-i~l;lt.:Also. in SUChC3Sf'S.
thepal·ti('iV:lnt-s'~hnnldhe r,wrJllltt('<!, wld~~":If{t itlHl~ ,innllric.'ltin:: the int~n{'('tn:,t1
J.lropert)"right:sancl·other"b.en~ti'tRwhlch :.tre't,IH~prod.'.lctsof· the. resea,r~h, where
$:twIL?lloc<ltions fire in fact ancillur:tTto,and,supportive: of, the legitlmatt!' pur.
posesot the research.

, F:'£DERAL PROC~RE~ff.:XT ,.AXDR&b

The:, f~d~"al,.gnY(>rn nn~!1 t ,"is ':1; hil1tg,pntei1n~~;-·,?f:.gOpd$'ll iH:l\'s~,~ vi('('~. Th~ '~nl('s
a;nd .rp~qlati()ns.lJ~'whic;llprOcur(-'I11~I~t. oseu~:'-s '. fi,',1I<;ct t)lg:::'.s,!)(iJtY,3114 .ineetlti'"P~
fo:r~O\'ermnentcont1'3etors·· tornn(rra~:¢."9bn"ng~8 shon14··he .i~lti~t~d'toenc~urnge
gr~a:t(>:rn.arti c:iPfi tinn h)~ tJI.~ :hJk~lY ,:innov:tfi¥~:~I!ln:.u.91,lHitl£':~S, S<-cto,r,

!,~;~u~,;N~~'J6· .. :. PI'()cur~m~nt,of.j.~no,::ntiye"P9II1InQ~,n.s~:~t('rns.;".
Or;t.lll,~$nrfrt,ee:'lt.'W(~~l(l ... !lPp~~r:·n~:i.t-her,;loid~a,1;',IlG'r ·r~p$<!rHi:hte:f().nd~~.nW·*hnt

t~~::f~(let~!:~os~.rnl1tent. I,llar ,n,'l~R~lpi:.:rqle.in '~~.~.:':~p,elr:P~lent. Qf :J1ew, :!echJ10IN;r
fo,~cOyi,~O'l);.: ~~e.'or ConSu1I)eJ;·.tt,pe,'Uems. ,'IIo~·:ever•. i(,:;:i~','en·tll'ely.~rnsil~Ie to
8'l~f!?e~t.J~l~t';~Ile,·fedpra1.~ow,:rTltllent7as'awnjor· PI1t:'51~~R~.r--,;~hnhlcl·.h~,'slJ.ppor·
tin~nff:mJ.~J}t1,prrntiYe'tltl~rn~~~e~fl.:n~,t4eir' 'P.l"M,~1('tS"~[1:1C~ thnt Mrll~~fn:the
':f('{lr,ntl:,/.t()'·~rntrl{>llt'R cUI':rent proelJrcme:nt,prp::ctices',st1,ggest' that 'th~il"·,:·rol('·,i:-J
~xR('tlr:th~;QJlP()site.: ,.,'" ", ',: .,'. ,: ",: ,.':::";':".:',"'."" ." ;' .. ' .•....... .,:' .. '

~~ll,e,· :InifOr:itj on, .' t-.h~J .occurs ~1l:'t .1,1 (10, ,po~ti on:.()r: f'he,' rcpp6rni.· ~on{'E"W'(\:~, ,,:·-ttll,.!bl;l'
}'lr~dncti().~9f~omrl)on' n~'('. H~m~ .is, ~enernJlY,f':ttn.),ulnted',~lrj:lwc(imWp'r(':;Jll:Ti}:i:r~
J{¢lplll'c.e,,: .A· .companJT .··d:~\·(>lop~ ..Tt.(>w',' ·t.{'C:h·n'p;lll!J',' ·nli.(~'·. Jlr~(l~i~tR ...h~~ n'~,~.-'.'of:. 'tt~
de~iJ,c>,.t(),'mall1fa-in,or'inpr('n~':t11!lr~("t·.s~nF(>:'n'n'~l, prO:.~tn~iJitY'-'De'~He·,~:~'E!':::~lfl,l!nl;'
tU{I~ .. o,f' f'11,e,f&iernl ,:mll rket•....tt·. i~,·.r-ar;ely·:·nvairnt~I:~,tor,·:ln.n,ovnt.i,"p ',new·"p~~,dll(,:~:S"
'F~fort.ltJlntely.,tl1~.cost .ofltl:>'Vflor.rn~tl.t·n:(t,henE'~~,~hQo'o~J·'lntJl~,('~t,IY:r,(>nrol
()tll:~'Jn!1'{jya:U~.~ product 1-if~':c.:rcl.e"Jnust'~,~mpP'Or,tl?d'S'ol,(>ly",hyth~,:fo.n~nierd,!ll
nt~tk,et.', .,::,' ,,',".' ,,',:'; :,.', "_,:. . ,>'.:,',.:,,';',",,: ,.,,' .': . "'" ?,';'~'::::,:::",

,4' pr~~('rlJltH·e~~!~r,:1:tli)n .. lnn- .1o"" ..__.~!d.'nr{)Cn~~~le.pt,: i.~.'the :prp~~:*~t.;,,>m:~tho(l
l~~.rl·.· Ii,X··most.<,O.-TItf:n <,rln~, o1lif<' J:'R',t{)"r.~,cl 11~~ ::r:i':s~;: .' rt, :F('~i.e~~:~,ly llrN"~nt~\~b:~·.:·:Vrotxi r
evnl'l1llU-on' °(:'lJf-W' :Jlr{)dnrt~nndH.i('i,r:,~lH0~{rnent.'. p~jJ:"<!~J:lse 'h~. :f~.'~~_ryl:,~: Jion~t"Jl"
D1~nt::n:g-~'T1(oI~~" 'fJ~is .'met.hodQlogy stifles innor,atiQJ1,:oll't\. c:t"e~U:vifY,OIi:, the~llrt

. .or:fluc:cessfulcont-ractoTs. ' .. <1 -, ,
': R~~()m!ne,n4c.~ ac.(ion" .,i',c" .... i',.',:... .',,; ::'':,:'

,JI~(':cl~r1\i,pr~·il~.pmpnt.~hnul~'.l.l(1'IlrmtOJlrh(idltl~'eti~;('r:pb~~fh!Ef';~Ht~:.~.,t~gn;:r:4.,tp
C()n:1Hl~~fl :ll~(' H(>lI1~ fr.orn,Jl.fnn:r.t.lfl.rH~l:'st.~Jld.llflt.nt~.. ,:,... """ ::"",:-: '.' :", .. " :':j;;i>:::'.' "

T.; ..,e Xo. l1-Rma!l bu"ln~.s eontinnall1 feels frustrated In d,;"i>.UlIg with
F~rriltG,oY~r;f'lm'fnt('{)n:tr~('~ONl~,:... .- .. : ...,"~':",::i::'o" ",',:,::':,,:.- : ;," ,::,.,:':,,:';/.:::, .,-.':
Tb~r~ Is, 1it11~ 'qu~.t1on th.t blI; l'0~~mm~nt pr~(ers to -.vor)< wl:tll·pl;< 1)\l~ln~,",

,~lg: lf~Hsines~. ~I.~,S: ,tile nWlit y, JO"11111oJtJ:?:.e,~-lie>~,q~:t<~!:J~n<1~':l'~,tafld:illg':fed~rnl, ~f)v-
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ernment .rf'grilntio~s c()nnec~ed,Wi-th'r:nllJorcOl1tratit~-o"erlong p{>riocls,~ftirl;e~
The. federal",g&vernment, llrefersdealill~,withsomeone,who Jmderstands. the­
r~gul.ntloIlSnrHlis',awure_nR,_tf)_~OWto 'go alj0tlt:copforming,to them.Thf> ,a\'~~~~e

Bn.~Jil1IJlllJ1-upssis,naiv~')lhout:_tJi~~ell~lnI1qs.'of the, r-c#Ulations and is Il.9-t",co!l­
sistently -ftvllHnhIe. f0r.c~n tracts~ .. -4fi',.~,,~~suJ t the,ayelJlg~_:slllaU}Jusine,ss.'b!l,il,ds
Hp' littleexpertisfo-j nor Cfin .it. easily a~(ird :to Purchllse-such expertise- o'n-th'e
Posf;lihle~r~lllise of obtalnin:~a:t;oyer_~~,ent:~ontr~ct; .

~r~mt8rriall_,lJusille~m('s:"!lave 'experienc,e;d"ft fiIt- In'fa:-vor ofbigbusJness. :n-R
eVIdenced,' liy,_ auinahiIlty to ,di~coyer_ n~s~snry ipformation to enable smail
lJUslness to lJid, therebylJeingexcluded'fr61111n.xge :a'r,eas.
Recommended !lction
,A 'separate.'sfD·~plified,setfJf."Fe'(letnl.~rocurPtJ1ent,ReguIl1tionssbould be
develolwd, to apply to, smanbusine~s. Similarly no ,agency should be permitteel
to .~~xcltI4e [in, equal opportunity fOff-imnllhusiTl<'ss to sul.lmit proposals for con­
sidern.tion,on amr-rit hrrsisinanl',signifieant prograrn:or area.

]BlWC Xo.·18---SlllnlJ'I,us.in~sdoes Hot out~'linunywliere near its proportionate
shnre-ofF'e!lrral H&D fl1n{I~. ' .

'1'he federal go'YcrnnlPnt hn~amajoreomrnitnientto nono-defense respnrer. and
den~lopment that is condncted at {{'de-ral, JahJratorie.<;. nt uniw~ndties. and in
the rJrinttc :;:ector. II},.wnnycases. this corrm"tm:<'ut to .the'c1en:·!op-nlPntof ~ci­

entitle lmoWI(l<l~e haS~rn<H]e 8nlt~tanHal c(lIJcrilmtions t.o technologic:}] intHH"a­
tinJ1.As,sfatC'dat thf'ontset ,and: b~' m:U'I)" (~th('rs. 8mallJJJ1~i11es5('ntr-rprises haTe­
historically m~Hle a (H~proportionat~~~·large~)ntribntion to innov:ltion anct~u('h.

contributions nre oftf:'nn t suht-itantiaUS Io~·Cl' costR. Due to the prm'en rff('('tin~­

n('s~ of small, hllsin(>s~es h> iIlnovate.,ytien· pr.1virkd. wtll thrprnp~r irwenth'es,
and h£'{'uusc of the pro\"en low co~t Of,s~llan·'hl.~iI!r~<;innoyatIon.itis. <lp!lallin,:;
thatgr('uter use is 'not made of thiseff~eti,·e.anl, efficient sector of the research
1?ollmiunity; .

Rccommctldolact~on,.' ",," '.. ,. . ". .' . .'
.Bneh .fcdernl:ngNlcy, ~hol1Idb~.,r~ni~('rlt()iJIIC"1t;'a.teht.lf':l~t25,percent of its

R&D'funds to SHin H hnsill·(~:;;S. ,·Al:'.!(>;:tl·f:~(l~,~.~·l;P"oIJe:S'S~l,(.l.lIdbe e~tHI,llish~~.aDd
e:nf(lr(>~d .to .Jl!'Oh i'I'i,tJf~(l(>ral~,ft(' Q('Ie~'" (rOl:1i.f'),H~D:~hl1;·jnN~d .$1U?fl0 rt !,~lg'~f''Sril:rell
nHd'devf')()pmeFtp~oJ('c-ts't·hat<are 'cowpctitlYe;'witli,'Qr dnpI+C;l tive of· priWite­
.sector teclmologIcal de,elopments.

'. ·TECUXOLOOYTRANSFER1..CXD' ... PATEXT'S
"", .' '," -',',' .-:' ,-' ,"', ,,' , . ,', " , ' ",,', ,-,' ", ,".' ',,-,'.' :::"::,,' "

.,_.Th~-bnpqrJance,of frlft)r~nt!on t.h~Kif;,t~f)(tiQl,bftl~nt'irt"'nnf'u:r¢:'~:tid,.tlle'thln~fer
tlle.reo~.ai:l:i{ :,u,ri\'hlK:fnr.c~.hl iil!10rati~Il,.is,.we,lt Imlj~:ll, ..;~-no.!t\·lpdg~.,t~rnyj(l~$,ti,'(>
':las~s,fo,r 'innmtion:nn<1i Ilno,·atiorl';irforI;il~tiq~.is liJlO.~·d~(I~e.'cO~l?l-nlli(·-nt('(l",:tt:d

.H.·follo~~s·tlI1~\ ..~Ilf(l~~]a.tiflri about, ·llro:ce$~e$.:'s('iE'nce.:·~f:"('~bo'-Og.y'.~~:I'kl?.ts;.Ptt.>; •.J~
t.h¢Athnl;JJ.:llll:fot:",fnnoYritign. ,qr»: (itt~lep'ri~1('~p:1I.roll;'s l).f:'I;(.,"e~llnlPli!, ::is 'th !:'~'~e
()f, elpf'~r,onic$ ,j e()'Illptlt~r~i .nn(tsI,l~ce, eXl~~f)rRt-j,r;mh ~I ~,~~~rl, to 'l1~,}p:.tllp,tl \(,~ .ore~.eryott
Qf··.:5cjer,,(ifiC· ,~I~d'.,tCi!11t1t('~')J.j:~f~rmu ~'~0I1, .~yn-~laWe·., ,yorld,~~ide n~d:' ,·(}eUy£>.,>. ~t tQ
[w,ielltist~., :J[ll19V:tlors '. fin d·- S'~:lV"h'.l~dn ~~.~: .~,ll trep,rf?:n'('~,lr~~ .. (Hr~t It:;:in (l,:\~·1111..,,.the
aid'.'Qt,tb~.p~:h;at~ f$ector. :It J~,nt?t'~~l:1Jlr~,$l~.g,tl).~ttb~re~i~',n()sI~ortn;f~€". ~f.th~,:,,'~'~~\~.
m:lt~ria-l~thJlttnake'up the ,hlf(lr~~ti()n.~t:r~ri:m•. 'PatP,lits.·.dat~. dO('llmen,f,tt'afjd.
Iiter,~ t llr~,a r~'~llneTnl~nn,dan(~t' 1s,··tt191'e .:U13n.~Jk~ I:,"..tllat tJI~:(\()ellmE't)t!;i ,(·9.tlt;1·,it:l~,
in~ ,!Jle"r~sults, .of. this .i~lteUectua~e.frort(l~. ri(l.t>,N'a('ll.U~Ptotn:1aUdi~n(·e·thft.t.~~)i
('llPi:tltlb.e 0,1] t'JIec()htpntH-..,t~.th~,nh~('I;H~~ .()f. ~~t~I:~~,~11nl~1,ukati.(Hh,~rI10\"~tiu~,jS
bohlllE·d;H(>sf.d~R t h.e '.,Btlrel~·: 's(':ie~fi fiC4~pec ~s;.:j.f :i ~'~:erri~alI;\· i,mpo,~ta ntth~t:;b'l$i:"
n~8~r!'J,:esp~ially ~fl1flJ1 ,l)u ~i np~sPfl ~', flo ntl::g9~:ij,t:~mer)t.~~:: agf:'I1('I{'s•. psp'K'i nlh·:,.n~,:tb,e
l()('alIe~·~,.• 'hllTJ~nc.('(>.~R. t:Ohlf()f.lllutlon ,nbQut:"Illar~n~~ti,a.r:;tI1d proceduralin~o/fi~,'~,
t:l(m,;.wl:iinl~ ml~y",be .t:lI.tllplY':,ri(,':wn:l!d;)If:'U~~,:}\"~Y,s:'o.f::'JlpJm~,,:tlj,~r~~•.... ,: .. ... .... -'::.,,:::.:-:';::',
. ,'III .. the .confextof'. i.n(()fIflat iOIl.,~~.e' p~tr~t: 'S.t$tfW:tn<ihi~;':9~~~try:,~etv~$,;::tiV{l
.11r.On:d:·Pl-irpo~~$ ...'Fir~t.Jtsll.tlr~.i:ri\·~il.l~~1l1)~,'prot~~~ng'·ti~.r!-.Iff-~J1ife~h~,l:"p~~h,rtti
Qf fb,~:fn,"~ntnr. WIHl.l1rl.fl.hop.~ROf·,~ohi)ml,~,rE"~'nr:q::; ...~,n,n,{l.~~eon<h.If,tft!'1ii·re~,4is;.,
'ell1sure .. or .fnw·nti'oll~.·.nn<l.· .£';0' c1j.trlls~~.jnfbrID,~Jti0p.:l':l-o,:\,~~Yer;, ·jt:lR ,fWpo.fJ3nt.to
not~t h~t the" pH tel}t...sYfl:tetn·. in('lUd~~.onlY:, ,apoi:ti()11.n~:tlll?',it1v(>!1tlf)-n~·~fh·[f~'lHi.?11t
glve,'rt~r. to h,lnOYa, ('lon:;1:'t, .~mi~~J nrl i~lcre,ns,linr:n'imlw,t·()r';tmp~rtaHt,~·er,~.l'~qie~:.t~.
~i.t~r~ ll~'all~e:,tll~.v .·l1re..~otiJ),a ~e.n ta ~~lc ",{lr:l.\~~:lJi:~~·.t.li.~ •.·~i~Y~P:t~l~,~n~ ..lP~·t,,~.69·;~'4!hg:.¢:,~
JI} .• :t~~ n.Hl~nt ·sr~t~U) nnd ~!}lti,O~l'~ ~19t.',•.g'Q.1Jt~Jr, ,:~:nt~tt;t~~:,:.~)n:nit"riI~o,~e,~· t~,~s:t:~.t;~'~'
<1o~s::rl:ot,eov()rtr~de,:~~',retRi·RJst.~.m$,f:n1l9~:aJio,US.:"mRJ"J{~ti ng'lgItD,vlltioil~~:,:pl"jnp~,:-.­
v.~ (~:t1rlR •.. ~n'nlRnn:~(',ll1 en-to". or~qnJ1;~~~ Im.l:,:~'P ~','.i l.{tPl~~~r.·~4tiOIl. -a-l~'· QJ!.:, ,";~i(?ll:;' 'JiaYE!
:1~PQ:ttat:lt:·lIl1PUcll,t'i()n~:f9r, file .1I),Q~r4tJre.,'Vr9¢,¢~~·"
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I,B'8ue ,NfL .19..,-TheFe4('rnl.0()y'{'r~Jl1~nrns tl-t~fnl1fof~oritr:ttctswnh:p~tvate
compnnie~ ,p()s~esses_ (l :,l;rea,t< nurnberof' patents tbat'DlRY ,have- ,comm¢rcial
appUcatlon, ' '.' '- ,

~:~perienfe lm.s- sh()wn, th~t.tb~ J.toveromet}t.as- a plJFc_h(\Rer'Qr:,~t)ri~t~tli~~',6,t
~{)'()~~,nnd[';prri('e,~• .it:Jnottn-ap(lsIti.on ,ttiJnke8~rnntllg~-DfItll' '()'YnetEll1}pot
'pn:tcri tR to, pfQmntg enterrrlR~~,PrJvnte('ompan,tes.-(ln-th~f1th.e:r~n:n~.:wh~-:8re,:'hl
apo~ittQn't~ utili,z,e the pntentgrant nre or(litlaTn~_-nnwl11I.nJ.rto._tn-lt¢'~_-:nOt1~
e:.'\:rllU~iye lfceriH~nn<l('r n govprnmeIlt-o"Wlled, p~ter:'t nnd ~,ommit tbenercf;t~l\,ry
fl1I1,'lfitfl clQvg:1op, the,f..n"'(,!1~~nTl;, -f'in~e ItlJns no protection frf'm(,,'OtnTlet-ttt{)n;'Thi'~

is n~nnjnr r('n~on.-t:hnto'rer90 n~:reentornn~o:vernmentp'ntentsA.it" noLllspd.:
Th~ idea that w~lnt the 'lto-Verr1mf'fit pn~"s,J'or.helong>;to fh~,p.e<lpl~fsp:ot,on1-1

nppenlfn~." it is truE'.TI,e .question is :,\Vhat, instrumentnliU~~'<"an,,"he'hr.ong,htto
he:1r to mn:xlmi~e tlw, pO~RlhiliH~st:hat. th'~ .peo.plewillimlecd hf1S~:n'·llilll1l,lp.,the
frn it~ ofthplrJ:l:oy:erllmen t:RexprtlcUtures?NonexclllFive Hcen~es: to un cl('vc{nP.J'r(
inn:\ntkms, nff~r~dhy ~hegm~~rnm~nt('lr:nn~·one.h3v,flfew takers; whereas'pntent
ownpr~hi,p'orexf'lnsive -licens~sC)f~ufficientrlnrntion .are murh more like-Iy to

- nttr:wt thclnnney nnd talent needed to nlake nlldmarkct real products to meet
('.on:'iuntpr. 'ne('d~~'

If the r~~t11tR'of ferlf'rn1J:r-~r(ln!:;orerlR&n'donotre:l"l1,the con~l1mer in th~
form o~ tallgihle~J1~n€'fH~.,Jhe:J!n'~~rtlmenth:1!,; not ('ompIefcnHf'i,jnh·and hnsnot­
hc>{'n n ~ood stewnrd of the taxpayers' mOJ]cs. Theright 'toexdn<1e ,oth(>rRcon.
ferrp-{l h~"n pn t{lBt. or nne:xdu~ive li('(>n~f! nn{lernpn,te.nt.. mny:.he th~onl~~ lll.~ "
('enn~·C"~enten(ln~bto. inclllre the inv('.<;:tm~ntneC'ded fO~ flct'eIniJ.ment ancl rnarkpt':
In.tr of I'Todl1f·t!-'l, .. f;nr-h ('ommer<'inl'llti1izution (lithe rf'~I11t!'; ()f~overnment.~pon­

f;orf'c1 re'<;:('.'lr('h ...·oI11din~1~re that, th,eliuhlic w()ll~d rf'('-('i\"e"jt~ ~('n{'flts i.n .the
forHl,('fprodnc'l~:,rrnd'}:~r'·i(,('s.'mnl:'~ jnll~~ rp~te incomf': ·'et{'~. 'Th.~:\f'~t of.~oyern­
menttll!1(lillf,: will:,he ,rf'('ov('Tl?cl from, thf' t.'lX[>~ Jl:lhl:h:\"",th~,'Y()rkf'rsnnrl}h('i~
('()nlP;1:nie~;'e~'perinntwith r('ga~d·to small business,' "which liasuemonstrated::.m
('x('ene.nt-trnckrecord~ . .

Reroimtlcnded ;adioti
t'f'~i~j~ti0n.;~,11oul(l",11e.prii~,ed to'-~iy~.Ht1e to 'nn_'II1s:('nU~~',:t9,'a f!0v(',rnrnf'l1 t

con.trni:tnr,:,,;H~' t1il~ .provisinn,:tllnrcnrnmerci:1li7.nt:ioll"of. th.e I~y.,'~ti.p,T}. .. be .n~der~
t~]{prfin'n' rea sO)lah.le. time. I:f~uc.b-c;oll)nl(·rrinli?;nnOl~'i~not 'l1nclerhlken.' the,Htle:
fo;lHll:i:J<'I,I'c'e:r~·t((-th~-:::;OY('rnme!lf, a'~~J 'fhe;:r(lVernmept ,RI10l11d. offe:r .ex('lrls,ire
lif(,J:l~e~•. l:iying SIllaU. 'Jl.HRin~ss.e~ .pr.~fe:reT,lc.e~ Li1-:e,\\""ii:e.~. with· ,t:~~nr~ toin"entillll:1
~nncl,~,i,fI. -th~. n~,tl~~all,a,~o~M·ories; tlle:~overnmep.t. sbould,p~efe~n:tially .. l~eellse
s~:lllhll~ti~~~·- .. ",_, ,.,.,.,.," .... ,.;",". .' .•'.'.",". _,'.". __ :,' , . ;,':'::

[ ...,ie No. 20 The patent system 'provides bOth th" encoura!'ement to disclose
inn()v~t.'t.e,'.i~~lloff,1>y;,'Ii1'.',;r~ttlrn~.pro:t~ding,.::t~e.)nnov~t~r'~Hb,'teInJ)~Jr,a~.:~xC?lu;;.
sivity" t~ .~~~~;;'~i~~', 0t,,~,~.lli.. 8.~d,'i'~PPI'b1I1;.~lYi .·alsq 'pJ;oyldes,'.t~e;',~ol1rce. mAt~,~-i~l .'
for t<'Chn'olol'Y transfet.:

There Is a eonsen"us that in general the patent sYstem' bli!! .erred 'the' C<l\mtry
well. Howeter, the most .erfoIL'< problem with the patent "Y"tem Is the liaeer.
talnty about the reliapICit1l of tile patent ,,"ant. Before i:rantin~ a patent. the
E~n-tnin.er,In: t'~~.V8,t€'pt'·nnd..,TJ;'n<1,~m:nt"1{,.Om¢~u,hd~f,t.n'k€':~,n- ,~n-n;h thrMJ,¢h':th~
pt1nr mlbH~ntfotls 'a'vnilRQleAn'orcl~'~' to" d~·termi~~' ·.w~~tlwr,:tbe .~tlqr~'-~::r,:,JH\e
Invention has b~n dl,closed. Th'~e pdor 1'" ,lieatlons' eonsi"t of !,ver:'4,ooO;OOO
U,S; patent•• a like number of foreign patents aad an untold number of lltemture
re~er('nceH.•. Jn~111d~t)K ~ro~s~T:ef~r~n-be~; th~re ,nT€', dose .t()',20iniIlion~' .dotm#~(>IltH.'

. 'I11e.,prio~ ,~rtthll.$,R'Vall~ble'~~$~Uu~es the'~Orld)gren!e!:;t, sm~·rC'e. oi\f~h.
nolol:Y and Is a repository for a:lmo.t all scientific knowlooge, However. this
hody of knowled~e Is only u'"etnl when It Is available. I:e;, not 'ml~piaced Or'
mi.f:;;<d~~,.and;,',rn¢a:Ils,·.~r.e.'pr:o.vld.~·ror reitd1·a.ccessil)HUY ..bOtll'··foJ;" tQt!,&~:8,:.mlp~1"'
an~:out.sli1~lIln~vJl.~p,rs~' ,<', ,'.. ','. '. ....>.. ' .,,':'.',' ",,:. ':',':':,:,>,<,,;:',:i,,:.'t ',,"

It In the courSe o~ the search for pertinent pdo;, art the Examiner doe., not
flnd art thaUs said to antldpate the claimed Invention, the Examiner will permit
the application to Issue Into a pateat. However, if tlie art I", ii6t aVllllnble to th'e
~~n:,l;llt~('~b~all~,it, ~s.,rol,~s.ipg ()f ~:the;r~positor-~is'·D~~);n~ei~ntty,..,~~t.e~~.~:'V~;.a
!'ood prior art reference'may have 'been o,"~rlooked. ShQIlId a, p,ate)!t ~et Into
lItl~atlon. fl,e party, oPIlQslng the patent holder will uSllally ,!,U~~T;i~ a very

"xt.nslve "",,"ch to redo whf!t the Examiner has done In an atte'nlnt4to 'obtffin',
~ hetter prior art. it !. Fad to note that mOst of the time !><itter' art,',ivllt be dl,.
cove",d. As a result" rhe j>xcln,hity ,alI<\;ded by the pateat grant Is eph<im,erai;
'that Is :what I.~ meant tr unrella!>lIity, "" '

.' ,,' "',' .. :" ". " '''._'" __ .', .";, ", • _,' , ..' 0'--, '.
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The Patent and. Trademark Office reall?,es tbat lt does no.t•. ~t1~ to bnd,:"fary
restrhlnts,. _Jx>sseSBt~_~"pi"oper~o/io~lrces:,too, provir;le the, r~~lllslt~",lO'~~rrn~~lOnto:"
It.~ own eumlnlng corps nor does It poss""s sufficient Information to engage in
a good teebnolo!!Y transfer program. As a result. the Patent Ojl\ce bas "onsistent~y
putin(jre RIld ,tTi()reottl,1e-e~al~i:nn:~()npr~~'8oIl,th~_ nJ)plf,(,~'I?~~~~",,.:b_~l'lj.~,_;,~,~
small business. it Is that segment that can least afford .t. The office hRS degen­
-e'rat~1n't(),8:}lefacto ,r~~i~t,rati<jn ,r,a~~nt' BYf:l,t~m ,where th~ Pflten~hol~er'OQtlHDS
a patent of questionable valldlty and merely possesses a liceuse to sne.

One of the wnys:t()el1courllgein"estm,ent tocomplet~the tnnt"ratloIl'p~SS
by. coIri,merclali,~ng inV"eIltiQIlS.is: by, ted-1.lcin~ the,J:'is~s ,IIlv()lved; fn, dedf;ions,to
COnirn·~rcfa.11~e.The"riSk~of·commerd~Hzing_. iIl"entioIls can -be ·reduced -·-i-f"the
fnv~ntH~I1S a~tJjeBu1Jjectof' reliabl~I!atentB and H uD(.'ertah'.lti€s· t:elatln~ totb~
\lttlizat~on ot.Patent-riglits 'can .be .. resolvE'd: ,quisldyand inexIWllsively. Al~. the
,a"ailn!JiUtyofrf:'liablepatentsencourages . decisions to <1isclose in~{'ntions
throllgh the ,patent systemiilnd.disc!osureot in-rentions in patents exerts a
stimul.ative effect on competitive R&D. .

Recommended action
First or all, the Patent and Trademark Office must he up~rnded by heino; pro­

vldedwi.t!I morefun,¢L~hanpr,esent1yaIIO{~11tedso.thnt a proper jO-b',cn,r::he'·d~\!le
bot,has, to~xaminitt~ortandtechnology ·transfer. If rt:te:tf1IIlinafion.otpatc:nts'·is
In.~titnt,ed, ,it'should,penumdatQry t.l.aata- Ifti~nnt,who,rn-i,sesa,defe;TI~~ -of l~·
l"ulidity.of 1l,patentb~~(l:on newly ,(ound heretofore uncons-idered prio,r'n-rt
shoUldfitst t,est th~'nssertio?of invalidity i~ the Patent and Trademark Oill('(>,
whE're'the tn0st expertOPInion.exists nt·a m.u~b reduced. cost,;

S'erondly, :tl1e ,~teI:ltla;w:sshould, be am¢n(led. to recognJze thlit~ 'reH:lbi~ity,of
f1a.ten~s.,i~a-keYf3~()neiIl,Jhe...<~o.mmltrnent,offunds.: ~ocaITy ontthe con:m~rda11..,
zation' .o~,il:pfttented·inyention•. anl:!· that .lncontestu,bility' shQuld .b~ m~n~nted
,aftera.peIiod:·:o'r"time SO,RS toresultin',absolute reliabiHt~, except in ,ca~es of
fralid•

.1'~i.rtil~!a'Vln,bl~ ,~tY.;hl1~logy tra.nsfer~~tem sh()ul~ ',be,' in)rlemf'ritedi.ba.~f>do~l
. e~p~ll~l~d, tec~~~nl?~~"n:alitta~:rIe~iIl tllePatent and Tr~~letnark(?fflve,,~j-tll deliY~
~~y·~-~te()ft?:~~'~:lJ::bp$J.,~:e1;.~et1t~l1l.JtI~-~:'!tol*:-'regio~nl.·.unit~.ill,"l1m,el1·.t,h~,·~A'~r
~a:y.·tb.a,t:tl~e:.flg-ri.c:U'lttiraI,e!tensiO!l. ~rfiG~.·· op?r.~ t~1;,;,A,~ part· of .StiC11,u:pro~rn nl
~n~aU ,tn~si~~sS'~1J91?ld.b,e ,:nl!:~e to. 9bt{lJn:~,~ornPuts().rY licen,~e' thTouglt, f"iiit,ahh~
pJYeee:dil1gt:;in,·~,ses:.wher,euncomm~r~~lilized"paten,ts blOck ',eJ1tq: .,;uto· n~w
markets '
\. :'/~~~,1t'f!,,"!'lQ,;:',:?i,;, .~~}jIl()!~~c:.~l .i mlo"~rJ()~'J~;:;tb.~ .. :,l>~ln~i Il,ti1.t: .::1 _Dd",' ·ri~rli~Vs·:,o~~ ~~,:

.~o.ttF~, ~f,..~Il·o~ip ..~J;"qlvtll :iu 'l:l4,wiIl'~cl'i.IJ(ltl~trl.a.l.. '~ooi.~t.i~~; .fl.(!(~?:r(H,rt~:'::to·:·.th~
~~~ :,.e~.JlQrn.,I~t, ,·'Sc,h~i~i,).~~e.r~: .Ho;\\~e,'~i·~:th~~~·,nil!$~he,un •. ~d£'.~m'ftt-~: '~l!l'! !l~~,. f ~f.
l.l~qy_~t()r~.l,.th,~t ,fEJ;O:'~IJle. ,'.'\"ho h~r~',Jh~',re9:':li~i te .'capu,hillty,:,to,~~n ~1"j.ff;-':"1Hl
f>~Qt:J:~l7.~ ..'-i~f(),~till;lJ~on" reltltin~ ,to.ne¥s, :()Pw)'r~ll-llifi~g. nl1d,knoY\"]~,(!t7e,·.··jn.:t:
!OrlU that can he empirlcnlly demon,trntQd. .. .

If ..-sl1QU',I,d. :h,e 'r,~fll~?;~q: .. thilt .p;e()p~e. nre:,JT1,n()Vn.ti'~;~.~,. In$ti.tlltfc>n~.· '(lA,. t,I'ot"C~~:(t~::
eQ:~'p@it~R~:, :~)Ig,'.9r·;·~IPnlt.:~o, ·not ~r~~e.-t~~'i:"Jtlilal~'crNlte•. ¥e.t: :~h~T~ ':',d!)~ ".fl:ot
f::~,rp.', ,~O'Jle ·1l.,:rr<'?Fn,i-tio,il:::~f .tb~·.nepd to, .t~~ch lllTI.9,·uti(IH,· .noraln··~.-i~p~~~.r:'·

. r~V~i~.~l)n. n.ec~ll:(l~d,;.~~nfur~~·r~p~iuIIy:,· ~ml)l{}Y(>d:Jr~"ento::s.' ~ASll' n~nd~:':s'1?~il'k~ ;
j~~.Jh:~?'i~h~<'r[)F?h~1;()nj,~tl~',rh~,r(Hlt1,t~.jtllfca([•.snl(,l:; "'" ,'" '.' :.',:-'-,'.:::'.:',:,,'.::,':.;':.

"~,f~n, Ii~;~~ l,~,l1::,Jllhgllt::t)la.t, the,. hIgb(;':St' rlrtt1e' '~~,not.t(),a('hi.~:'i~~.li,l1t.A9.',11l"·('~..
Yet.' QTle:,cll'J11~:?,t,J~i-vet.~~t''Yhlcb,'l1llSnqtheen, ('I"ellt~d.. <?relltio.B: ·Com~,~r;e't'(~,l"~
d1~~rih:llt.i_ml,:·::~r Ul~.~.· ,\~in.,l~e: .n~thrng·to .. .di'Htrltnlt~... 9.·lle.n~d.',_rif' -the ',~r~:\,Y':::-'­
eoin:e~.peror~,. t~e.ri~C(t':o~':~nr 'lw:lSSi:hle~)e'n~11dn~~."J;e.t:. .,,·,e flre J,nllg~lt, to.,n~1:rii:ii;¢
.th,e:se('CJ~ltl,:hnJl,deJ~:'\,"l.H~'.(fI~l}{'rises 'gi.f.ts lIe ,h~s'n,ot.·pro~lu('e4:fJI,I()~~et-l}e,llln"l1:;~'~~
.:IJltll19: tile': J;iftS. 'possllJl~-~·""e·· nraise ·.Ll,D, nc;t· of, 'cha.J.~I,t>·;· we Sh'rui,; ·ar,nn:i~,~:tJ~6i·:i
.a,cbie.r~~~rit}·'··,<,: . .. :";~",'-:;;"';,:,".

ker(/"!..~,r;r;d~'d',::(l~U:~",:-- """ ,' ,">, ;' ,.'. .,'-":'::'.':",' ,~,:':",':<""" :'-:t.'·".'
.t\idtll(!ln,rtl:chn,n~~R. t~f.8'~(lr. 'nf~rn.nll. ~h\lS!.nf;';~:J~l~t ~OW·h\,,~,jnri:'~~g ...:~l~, ~fll~.' .

'.t~l1C011t"ilgedf, hy:'.pr9ridIIl~ .' for, fd~il~,ifl('~ltJ.{m:'or·~n,d1Yld-,nalst1~~~·in~,,~·il1~,.,~T:'n,li9r):..
nl;,tli,ti{'R.'., t{'~rpln~. i;nuo\"aUn~~'·'~'n:d·:p+O\·fdl.rm.~'h~~~~·,er' ..f.(il1o\Y;;VI{~~!}--~Pry.fr:t,:~~~'gfr.l .
.Il~~flr;v. ';''J;~~;"~.~~?uId .~l~o'b¢' ,~t:;.tllbJ-i"stl'e(,.a' Jl:roJt1;',~rn·. '~f',!nfm~Jn~,:,:fi~\~·9ti,~~:·
re\}·~nlH:·.t() •.·;~~l~1(W~,~,'111'r('O'f°rs'9n~:.-,.~~p .. :tn~P?rt;t+itJY,~:',Il,.pr:6t:rn.ni,·;~t·;,,::.t:#:P~tl,\~ff
.,,-.i'd, to smnll ,hnsIness Iniltlvntors and to those cOlltribnthlg to the welrile\nir
of sman b"s1ness. . . .
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'CONCLUSION

'8iJ;utl\'husineR~ ,has tak~h ,ver:v ,,'~erl'~ll~lY, Pr(m_id~titC.'nrter~fi reCJllP~t 't~flf tlj~
cTirnate,', ,for im'~ntion anc.l, illnoyati(u~I,e_'i:n\'E'f;tigntc:-~d.'H:Wln~Id~lltjfi'~d,Jhe
8~lient .fuct Uiat,,inY~ntiounIld'inIi~)'v:ntio*_'W~r.e ,Ql1 :tr'df,i.lVnward t~mt(.in;~~he
ltS.j:the'~a~ioQnl Sl:nnll'Bp~illcss Associntionl1?'!iu~ll~~rtak~n ,al)()lk'Y,;lI~nlY~ia
of, the -ipstitutions of- ,_goYer~mf.'nt:ind:-the'RJatnte!)_--nnd,_regllJati<)J1s,' rhnthn,-e
n, bep:ring on :inye,ution and· ,inno"tltipu. _Hnv~lli', ac<;(~inpJisl~~l,np?licr,'nnn~;.s,is;
there-',mllst now ,'follow -:1 polle'y. ',sYJ1the$i:'3;: 'Whe 'tw,el}tY~,nne,re~()I!lUlendntions
pre~ent~h~re_in for- com,i<1E>fa.ti01l 'whell ,t~l~en to~c,ther and ,imn1{\'men!,C'd ,11 r:e.
Rulnuitted toconstitutethat"policy.sSl1thests:_thftt·')~i1lndliev?in~re&~C:fl ,in~.
veufionn.nd,iutl0vutionovernU jlndflt _t.l~,e. 's:)_me,tinW~iv~ 3, -tw<tti~rpJ1rvie\\.·
,vll~,retIY,~,m:Ill,lnu~Ine~s is.accorded ~IJe(:jal ree'~gnition',dl~eitfor -its vas~~x;.

empla'ryperforWtlnce. . ' .. ,.',.'.',"':. ,',': ', ,.,
Senator BAym The last witn~ssthisaftenlOonisMr.Howard Rose.,

of the IU$tituteof Electrical and Electronics :Engineers;

TESTIl\I01jY OF I{()WAll1l llO$E,f1IS'tI!VTE<OEELECTRIQAL AND
ELEQ!l'llONICS ENGINEERS, \yASRI;NGT01jj <D.C.

~Ir,RosE. $fr..Chnirmn~l,Y()ltha;·'Il.ll).etano~hllt' p~p~ntIa~y~t'.··
The Institute of Electrical ~nd:Ele()trol:!iesEIi!pneeJ:'S'1I:!c.,IEEm,

was f?lUHled in18iH,and is t!le ....orld's lar~estl@hnicalprofessioniJ.J
engin<Jering society with over 190,000 memoel'!'. "'''rldwide, of which
1i)().OOO meml;>ersresidein theunitedStatcs. . •... ... .. ..

In 1973, the Institut~ estaolishedthe IJnited.St"tes Activities
Hoard, a mechanism throughwhieh the IEEE provides its perspec~

tivesto the Administration. lJ,nd the Congress· onprofessionalanrJ
teeh)1icalconcerns for its mellloers in thelJnitedStates.

The U:'L\B is in cOlnjJletll. sympathy. with and supporJ,s the phi­
losophy unclerlying S. 414-,. althoughit recommends a few changcs
to certain ofits specific provisions. .

It is the positi"n of the IJSAI3 tha.t the best interests of the glln~raJ

public, as well as the avowed Government intent of strenhrthening our
unive.rsities and small business enterprises,can best be achieved by
allowing title to ip"entions to rest with thll entity responsible for the
devlllopment, whenever the cxperlise, personv.J interest nnd prdit mo-
tive exist in unison in that entity. .

It is believed that the bill S. 41!to n. large extent promotes the
above policy and to that extent has theoacking of USAB.

We recOlmnend that some provisions of the bill be ehu)lged, how-ever.·
First, the statement in subsection 202(a) (ii) permittingtheGovern­

ment to retain title in exceptional enses is too loosely defined.
The.bill should clearly state the intention (jf this subsedion, so

that relatively uniform. TI's~llts .nre achieved. Pleasenote~hattb

lang;lage of Executive Order 1.009.G gOYllrning the rights of Govel'I1-­
ment employees in their inventions resulted at one tirne inthe.Navy
Department-ancl I think it was in 1.95201' 1953 when I was m the
Government-retaining title to lessthalllO percent and the In~eriol'
Department to over 90 pereeut of their J."('spectiveemplovees' inven­
tions.Wesuggest modification ohection $02 (a) (ii) as folI0'}'5: . ..

Replace "* * * in exceptional circumstances ***" with "** •
ineireumstnuces reIating to the national S()eurity,the perpehra~ionof

n. mOllopoly, or after conclusion~hlttthe contractor is not appropriate
for commercialization of the invention, and * * *".. . .
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Tl1a"mllrcli.in'l. rights. iUi SQctib11203, as pr~scntlyproposcr1,raise
que~tib1ls .on· the same grounds as set forth relatiye tosubsectjon

20... 2... (1),.>. (..... ii.l ....T.... he. 1.. 1I.n.g.iu.tI.ge.. > iSS.U.ffic..ientl.p.l1gu....ea...u.fl.. ·brOll!l.s..ot.hll.H.hein('nto{Crmgr('iiS couldr('lldiIy be suhverted.· .. < .. ...
We imggest that the imlrlementationregulntiong fortfiig Fei'tipnhe

enreftlll~; drnft"d to increase its specificitylul<l tOreflc('tOic]<'gislntive
inlent.We are, hr)\\'el'cr,in fullagTeNnent withthogcllcrnl principle
of "lldl rights bv the (;on'l'l1 rn"ntin order to ins1lmthllt pnlents
fr,-at ed in this 1ll1:IHlCl"n rc ultimntelyconverted ton prodilCtor sye~ctll
fql·thc ben"jjtoj' the generall'ul,lic, while?rentingnew jphS.pl'O'
\"idillgn'Hitiona, tax incomel",d iU)prol'ing our cmupet itil'.encss in
\~orl<lHa,le,. .. ......•. .... .. .. .. .... .. .

:-;"lncoflhe prOl.isions in "cetio.n2.M rclating.to"RI'lm·nof (1o\'Crn·
1l11'n t. In l'estlnt'UIS.;' (\ re con,i,l"red llllttc(·''><Slll);1111fl.£Pll11tCt:pJ;o')1ret iI'C
whenal'l'li"d to lin iI'er,;i tics; H\VOlll ,In ppeaI'Jliatthe(1o\"Crtln1C11~
"II,Jld ,llunkeel'er)' e.tf"rtto p r"I'i,lefinn nei:r!ns;;istanc.tifor instittltiOll$·
of hig-lwrkal'tlingfor ",!tom ""l'hsums Jllay lJ~ significnl\t,Wc, tl.mre­
fore.rpeotntnelHl: to in,ert inline 17, page 11. sprtionilOI. tllcworrI$
" * • ·.~:wcpt j)l~titlltiolls of hi~her li-arning • * * " be(wcn thc
wOl'ds: ".orgnl}'izaf inn"':tn (If'nr:;.''

The I'I"tH'isii'Jllspcl'111ittingthc funrIerlorgallizntion to eke! to I'ehit}
I it Ie to iUI"cnt ions. to o],tnin pMputs nnrI to grnnt.]icellses ulHkr np­
l)ropH:lt('~ eiJ'eumst:l1H'0S '~lt~(' fInly ~·IIPP0l't(~d. " _", __ " ,'_ __ _. ,," "

HOIH'I"Cl', nUB "II<IOIocs11Ic 1,,"()\'isionl'C'l',iring the employer­
·in\"c'nfor :ofnoll--:profjt orp:aniztltinns to' ~hnrejn_tlln l·o~·nh:"in~()nm

nn1y foJ' tilt' ease orins! it Itt !on:-i of h igh0I" le:lrning,hrcnns0of thclowcr
~:lh I'Y }p\"pls 0 f. most 1111 i \Orrsit y person nel.

1'1,"'"1' inee"t: On page !I,line 11. spl'! ion 20i! ('i) «') thc ,,'orris "np­
plicahk.rmly to institutions of higher learning" b,·tween the words
~'l'( 'r Itlil'pllwnt" nnt],,"n l:l t.~::

:-':Ilal"~' lel'els of otl,er nonprofit org,tnizatiolls. arc llsually 'l"i.te.
eOJl1lwlitir'e with indllstri,,1 salarips for rc,,'arcll nctil'ities, nnd
t IJ<' ..<'[,we, do 1I0t r,,'Iu ire sueh a Sllhsi<ly.

Othel'\yj,,·, Ihis mi;;ht. (,l'l'ate, lIudu(\ competition with itHlu,trial
emp!o,l"e t'~. po"si bly ]'("u IIing' in in nat ionnl'y pl"eSS1I1'cs on "alarips,

J l\'Onld like to "xplain this blt"r portion hert' in the followin:r
Ji!!ht : The] EBB is interested in "eeing.\1 pol ky n,l(lpt"dhy' the Fed-
"1",,1 Gon'mplent t1l:1t at least somewhat pamllelstltnthl'in:r1teerl in V
(l,'rman)' todn)' whir'h requires emplo.'"ee~ of comp:rtJie~ re::ra1'<lIe~~ of
wh"lher theyare goyernment contractors or not,.to,hare in the Profits
of inn~ntil)ns;" ',' . '. ..

Ourhasi"ohjection here is thnt the hill sing'lesouf a "oro" narrow
grollp fonwh treatment and leans the resl of the in,!n;'iryn]one,
awL tlll:rcfore;nl acol11petitin, di"adnllltal!p, This fact. is particnlarly
Ollel'OllS to "nail eorporatiolls or Fmall hnsinesseswhirh aI''' alwasS
~trng'glin~ -i,n,co,rnprtition with .thchlrg-pr'~~nn)oratioJ.lsand SOIn8

of t.he nonprofit org'anizntionsfOl' eompet.elli employe".<,
With your pcrmission, :\fr. Ghail'lnan. IWI)llhlJike tl) r"a'l into

tile rCford excerpt$ of n letter J wrot" .totlw.Honorahle Gayl?rrl
~elsoJlill:\ray Hl'ji! conccrning tIl" aeti"iJies oftl\(' Jfpllopob' nil.'l
'\llt.i(.'ornpctith'e SplwonHuitt"o· alllell<lnwllt~().ll'rt() t1wFcdeTnl
Procur"lIlent Regulll.t.iolts, ThntnmenclmNIt. "':'s. illtell,lell to af,om~

..
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plish rntmyof the things tha~ this1>~ntbillisntt~lT)ptinf!toaccom­
pUsh lind ~enator Nelson asked that theilpp1ementationpf theregUla7
tionsoo hdd. in aheyall<.'euntilhe could hold hcal'in~on ~he!:lifl.
.1 be9(Lm~ acquaintc\lat thc timc",ith M,r. GeraJdf;t;n\'f!ispftl;e
staff of Ins suocomnllttceand 1 w\'otcthlS letter QI1$!callyathJ5
l'equest, •. .'. . . . . . .•.. <' ,".'... ...' .

I don't intend to read it all but 1 would lih to read certaiuexcerpts
if IlT)ay•. '. ,', ' .,. .' , '. . '. '. .' •...

~[r.HosE. :r indicated that thc IEEEh'ls heconw increasiJJ~lyc0!1-.
ccrned in rcccntye(L)'S "'ith the dedinein tedmolo,'!i\'l\I,(!l'OWfholthis
c01mtry and losso!" 11rerminencc in the fipkl of sdence.'Fhelnstitute
has thus tnl,en an incn'asingly aeth'c role in sllpportin~ prog-rnfnsun(l
policics~"hichnre culculated to resto~c>afNtiledimatc.fCiI·iU\\Civa"
tioninlhis cOIllltrYllflp Which in ,fact \"ill' Mcdel'Me .tJwhpse ('n
,,'hich tccJmolol!Y jsdc\,c!oprd. In snpilorl ofthisctrO.li,thclBstilute
lIps SllIilJottedprogr(\lnsthutit belie\'cs will prOll1otesud1goaJs as
weH asopposillg p l'Ol!rnlT)S Ilclieveu to MnlJWr th~'/ll .•. ,'•. ' ..'<
,'[he Institute bclicyesthat thc. sonrcC. of all. creativity is tj,c hh

divjdllal amlthM tllcilldi\'i(lual will disclose 'lIldlhe1op his or her
im'entions if sllffici~ntlWJ1efitcan be dctermine,l.

,'1'hn,", tlw Institut~·.sllpports,pro!'rams thnt I,'ewarcl. ill\'cntors.anel
which lea\'c a\·clllles.of tlnnJ)cin!! Cipen for <1el'elopment Cif theil' iell-as.
In this latter context itis l's~clltinl to destroy themyth thntinlpOltant
im·cn!.iOlls result sulJstantinllY only from the elTorts of big bllsines",
and that. thc. rctention of rights bv GO\'l'rnme.nl conlractors and in­
Vl'ntions madc nnder GOI'cI'nnwnf contrads ,,'illon1\' benent ,11('h
companips nsunUy at the expensc of tile. p1lhli". SIlC]' ",philosophy
in ,'ll'"pt <1eni,·~ 1'('deral fUlldin<r of inventions to individu:lls. unil'cr-
sitifs,:lnd smaUbusiness. 0 . '

As indicalPd ahove. thp Institute ,is concerned with ilH're'ISing t:.(C
rewa!'ds recei \'(',1 hY-·in,1 i\'iduaI in \'('n101'5 as a /'('sult, of tIlei n'reath'i1\'.
Thiscollccrn is sh:,red by many highly place<l incli\'iduals both in alid
out of GOI'cnnncnl..

Refet'Plwc is madc to. tcstimon\' hy A,hnira1TIicl«)\'erhpfOl'e thc S;-th
C'cn!!rrss whercin hp statNI that' OJ1e of t he two mnjor prohlems f:!('ing
thcp:tt('ut ~x::;t('m is how fo, in Cl'C'H se inrcntin'>::;, for in'·cntors whog-~t
nol){,lwllt whatc\'cr oulof the pat(;nt s\'s!Pm as it has e\·o1\·e,l. "'c
might wrU consider whethcr \\'(' ou!!ht 'n'll go hark to the originnl
intent of thcConstit1ltion and dcvise SOHle reward fOl'im'entCirs
"'het!tcr tllcy arc Govcrnment or industry emplo:,·ees. If tIl(> Go\'('rn"
ment. acquires tith~ toe inwntions u" n result l)f f('llcral1:,,-fllndcd
R.&"n.~nbout ~~() !lillion in 10;-/L,..a la I!!:e s<,gIllcnt M Al1I0rir"ns are
hcn.cc~olth ~kni0d fipY opportunity top'artici(late in tl", 1:<'lI'anlrof
t h0lr InventIveness. Fhc cont raetor reC01WS 110 rewa!',l for Illvcn.l IOns
so mlthin~ is ayailnhktCi pas" on t'lthe invcntor. Both t.he jmcntor amI
thccontmctorlose int0rf'st, in diseloeill!! inwntions. . "

In this context, it slrould he noted tbat over the period 1970through
1!l76 (otn I in\·C!)tion disc losures to GIl\'ernmer:( :l!!<mdes from GOYCl'll,
nJent contracts fcU gOpercellHl'om n. high of7,V90 ill 1070 to 5,500 it)
19j6. , ' '.. •.

'['his is an interesting nllrn!wr. If you t~kc thc I97S J)\llnl)('r:of$~(\
biJIiOlI alHI discount it for 2 ~'cal'S of inflation by 15 pCl',eent )'91) nr~ I
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~t~llw,qL()m S:;lOhillionspent for R. ,~I)'inW"'()whithprodllcerrfL
disclqsure to the GO\'tlrmnent of only approximately 5,500 inventions.

There al'e rnug;hly ;1(j,OOOpatents issueej in the United. States each
vearaml yet we lHl.Yea returnollone·half of the total H.&D. funds,
~~Jlende<i'il)thiscOjlntr\'each year of only 10 percent of the .numbel'·
ofpntcnts ioslled.1;his faetcanonly mean one thin;::, the contractors
are not disclosin/{theirinventionsto the Government. .... . .

The above figllFes also raise anotherp(jint, and I refer to Adrniral
RickO\'er'sreferenceto patent att(jrne)·s.It wOllhlbe far simpler for
us to raise 0111' fees lOpereent thlm tocmne (Iownanrlbattle Cong;ress
for the JOpercent of the in\'cntions acq~lkedbY the GOI·ernment'.I
d()n't thil)ktlmt weh~\'ethatmllchofal)axto grind h~rc.

Continuing, it is \xell·known factthat tht> rniteq Stjltesllag fallen
to sixth inthe.nnmber ofpatentlll)plications filed hy its Ila.tionltls .c~l),
a Pt\Fcapitabasis..1;1Ie reasons fQr thi~are.notfuIlYlinderstoodhut
the decli~ejn"U.S. preemill~llceil1 teehn"I?!~y!s aPParent.lti:,e1,.":'· .
that.elosmg the ,1001'011 tll(l110pcs "ftheenguleermg andseHmphe
conmwnity of aC'luiril)g greatcr benefits fr"ili .its hlbol's\\'j]J only
further exacerbate an already potentiallydan::erons situation.

I "'olllclJike to get j ust 0l)e~oreparagl"llnh in here from this leUD!"
:\fnchof the oppositio!'\tqgont\"a<Jb rcqniril)g title to inventions to re;;t
in the Government resultsfrom:heas'mmption that the policyjn­
herent therein, returning the rights tq the busingss, is good for big
business and detrimental to snlllll bllsiness. Theessenei) of this thesis is
that most inventions are.sleri\"lJl,!fromhigbusiiless amI that small
businesses do not contract with the GOI·ernnlCnt.

As to the first point, such recent major inventions as computers,
xerography, the instnnt pictul'f's, optical Chal"ilt'-trr rt)('og-nition~.'llag~

netic core memory,laser~, penicillin, jet engines, zippers, prt,shnmk
fahric, 00101' photography, bakelite, cellorhan~, cr()~s:section X-ray,
foam n1bber,mercurv <Iry.cells. jnst to mellti"""a few. were innntions
eitherofpri\"ate indh-iduals or nni\-ersities. :\Iost of these or man~' of
these certainly ended up as big corporal ions, hut they started" \I-ith
in\"Cntions of individuals 01' universities.

The fact is thnt big busines., will tell von thevare no Jonflt·'· in
basic research and are in~restedin new prodncts oilly after the~: show
promise., l'hen<nv wor"kiscomingfrornsmnJIIH1::-:ilH'f.:sto n '~f'l'ylanrt3
extent and fron) individuals. 13nt I think that in that cnntext-it nlight
be vCl'~-jntCl'estingto ha"e a panel here of Arlmiral l\icko\"cr amI (L

m.!i.n hy the nameoLJacob Robinson who is 11 yory prolilk iilycnto.£
holding;. inUm neighhorhoodof21Oto 220 patents \n his own nnme, and
who hl4~~adea fortune in. his ol....n right with his patents us all
indi\'idual and incnlnpanieshe has fonued. ... .. . ....

They are4ire.ctly opposite toone another in their total \"iewnf what.
an exclusiverig!'t ina patent,cand" and what thc patent system CI\n
do for al1 indiviclual for small business_

The one aspec(.ofG"ve,·nnwnt contl1ldillg" which is not in the hill
and ,,'hieh fl"lln]dy I hlld hoped would notoorrtisf'! reJates to back­
grc:md patcnts. Many small bllsinl'sse~ will not-g-o to thI:' Go\:e.rTllnent,
lint S() much l)('cau~ tlwycnn't get rights in what they do fOr the
G()\-ernmentblltPe.cml>;(\ of the tl'elllendOlldear that they ha\"" spent
:c number of yeurs and Y !lllmber of dollars indereloping a vroe-

~
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l'Sfl or product .and t~lXt the. (}ovet"1)rnent.will obtnin ril;hts thereto.
lfthe Government glVesthelll.n cOI~tract h;Hleve1o!> thIs u!enprocess,
product, etc, undtukes. titlc tn the im'fntion Ol'evpn leayc it with
t.,.hc.. c.ompllny b.u.t.~cq!l. tl'e.S...I.'ig'.. I.lts in th.eirb.ac.k~"l'on.nd. p.a.tents ;n.. COtll.-.
petItlOnhns;been e.stabhshed· .. •.. . . ...

Ve.rv oftcn ~-ou don't. wanUolicense; you \Vallt exclusivity. Yon ·cJo
not mint to. give anyo.n(,ti)eJ;ightt?cornc'in. We have aIot or' problems
today in. the sma \I bUfiil\fSS conl1l1llllity, :md I rept"cscntmo.st1.vslJ1all
bnsinessN;,inTi1ifiing rnone~\ IlwI'C/tfiipgly, we han> togonbrolldtog-et
money. I tlcl'e'lsingly,foJiCi/-.'1l COl'Ptlrlltitlnsaml illdi ~'i(hmlslll"e:IC<jnil'­
illge<>ntl'ol o.\'(>r someof the"eS111aJltechnp!0g-y eOIllI>;t.nies. • ....

The investmentcnpitnlin th is COlll1tryJmsto agl'eate.'(tcnt(lried tIl).
JIowe\'Cl", when you (10 findit, ol1eoftllefirstthil1l,'S tl1ese,people !lsk
~'ol1 is. "Do YOllhnvem;clusive rigllts to your patenfs!"1.'hlite n.re
Illftny things 'that can be developedin()qu~stiol1iiboutit,withAAIHhe
\'xdusive rights, but if)'(w.lnlv() sonle,thi11g wornlWltilc,thllt'ViJI
~ftkea goood delll of money totlevelpp,the exdusive ri.ghts lll'e
lin portnnt.. .... ... ... ..... .• .. ....

The backets, theinvestment commul1ity,want to see those rig~ts,

Senlttor BUll. Thap.1sY?\1~()rYJlluch.
Mr. I~OSE. I wiJ.lbe haippyto attswcJ; anyquestions~'ou may ha~'e.
Senator BAYH. You said that you represent a great number of sman

cornpanies.
Mr. HOSE. Yes. . ..•. ....
S.enator BAY1I. 1\'1)llt.hll$hecT\yollr experience with small com­

panies becoming involved with Government research anu uevelopment
programs'?

How would you adviseone.-0fyour clients if he asked you whether
under the present patent p()licies he should scek a Govenunent
contract!

1Ifr. HOSE. '\Veil, tllln~ompanies that have truly an innO\'ative con­
('ept, I have always strongly advised to stay aWnY from Government
contracts. I have discouraged it and have used every influence I have
to kcp them Ollt of G()\'el'llment coI)tracting until they .ha\'C slIlli­
cient ly devclopedthepNduct that they WCl'C able to get info the market
ontheir own. At that point, taking a Go\'crnment contract is not that
detrimental, but ne\'CI'-cif they can possible afford it-never take a
Government cOlltraet while the project is still in the development state.

SI'nlltOl' lh¥II. 1\'11Y!
MI'. Ho,,:. Be('a\1se of jHsf,thissort,of thing. 1[you tak" aGo"ern­

Inent contract and YOlrhnppen to nlllko a significitlIt.ih\'ention. and
YO\1 llre tllllch more lil",ly tv make a si~'1lific'lnt.. in\'Cllti()n before YOtl
h,l\'(\ gotten theprodlll1tlo .the market, then the, Go\'ernment tak\'s
title Ol'hUi; IIHlrch·inrights. ... .. '. .

'ney then aec)llire yOllr backgroundpatmls anll yon mU)'hnxe I'll.!
$500,000, SinO.ooO or more into the technology 'which resHlted in these
lJad;g'rOllnl] plltents.

YOII do. not wllntanyohc lic\'nse,l Hndl'l' thO$(> pall'nls. IHlt un<!"r
th" HO\'ernllH'lIt, haclq~round right. )'oucan-a compet itor Cnn tte<juirc'
a !ic"nse Hnllet' thf·reglllations liS Ihey' are npw drown.

Sell:llor BAYH. Do roil hllYespt'ci(ic \,xanll,ks whel'dhis hlls hap.-
pellQI!, wh\'t"e it h.as been lletrim!'ntlll tn .Sll11,11l busiill'SSCs! .
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RIGHTS F{rft I~YE:'iTIO~'8

!\~'lncif~tPd .'nhov,p the lnstlt,nh" ,f~Nln(>('rn~l:with. hit>r<>flgtnt:", thE;rE"wnrd~
r('('('h:Nl,hYJn(lh"!!hmlltrrpr:'tor:-tfl'~ .R rf'S111t of th~ft"('r('nH."itl". T~li~('nn('f;',rn-Ig
!:lhur(·,dJI)9 mnns hIghly plocftl im~h·fdllnJshothln ftl1d ,out. o~ qo\"e,rDrnent,;,R:~f~r:o

lIoti;',GAYLOIID XELsox.
U~S. Scn.a te,
Wtisllinuton, D.C.

DEAB'SEXATOR );'EL60X: Refen:nee is mndp, to n-r('('('nt con\f?'r~ationbet'~'e(>n

~lr. Ger:'tld ~turgcss 'of ~'our staff nnd~ls. Dorot:hyBomherger, Prog-rnrn ).13na­
~er. United Stnt('"s ActivHyBol1rd. of the Institute.of Ele-ctrirolnndJoilectronie
En~ineers (JEHB) rou('{>rning- h€'nrin~s to he hehl.hyyonr :\lonopoly nndAnti­
competitive Acti.ities Subcommittee on Amendment No. 187 to the GSA li'ederal
l)rocurement R{'gulntions. This li>ttN" is ,vrHten in re~ponse to :\fr" , }iturg'f'~s·
sng"j:~"eRtion that the Institute snhmit Its Yie"·s on the rig-hts of VniYi>'~itiesin

in,~ention~ mnde pursuant to Tf'senr('h fmtdf"o hy, tbe Federal (~oT'f>rnment"

The IEEf~ bas I)('come incrPM:ingly eonet~rn(>d in rt~ent Yf'":lN; with th(" d(>('Jjne
in the t~"'JtHolo;!i<":ll~rmythof this country andit:-, 10:-:8 of pr('('rnint~n('e,in the
fie!d ot~(:ipnce. The InstHntp l~nR fhustnkpllnn'in('r(,:l~hll!lYl1<'fjy<"rolt· In snp­
po:rtingprogrnm~nndpolicies which nr(' cuJcll1nted,tor("store n,fprtile cUrnatp fQr
innQvation .in this country and which in fnet will accelerate the. Pft<'eutwblch
teehnolog)-,Is develoPed.

Tn support ,of' this effort thp Institute hos support,ffd,p,fOl!ra.m~'thntit-tH>I'ie-tE's
wi'll Jlrl'~m()te SUch ~onls: as WE'll n~ opPoFing 1IT,0t:r:tm,:, h£>l,i.twpd to IHHHtl(,I" thE-m.
·l'ho Inf:Htllte Ill',lipv~ that. U~p BC;H1rCt~ of nncr('lJth"ity:)~ intlh-idnaIF:. nnd th:it
tJl('Jnflivldunl.lVilJ(Usclm:e 'and d('\o{'!,op his :or h(>rln,~('ntlon~ ifhe nr, shl" ("'nn
ItPn«:>l.lt .frnm,Hiwh. ·Tha~.,HlP I-nstitute Sllp-port"';J)~f)~rllnl~,thnt .Tl',t':"nr<1 In'("pnt.oNl
,for'lh('lr illvpnUonR ,. R·nd 'vhlell l('n\'(' nIl" n\·(>'l)l1f'~: 0(, fi,nanC'JI1K ,ollen ", for ,df'vf'l~Jl:'
1Ilf'1lt. nfthf'ir' Hlpn~" In thl~ .IntterC'mltf'xt~ Jt"I~.,(>:;''''''':PIlti.nlto ,(l(':-:trov the'mttll.
that hl)portnnt Jnt"(,~ltion~ re:<;nlt ~uh~tflntinll.\- ,nnl;t'".fr()m'tl1('pffort~~f ,N~bl'!~I:,
n('sHnTjd t-11l1-tUH~ Tf'tf'lltlon, of' ri~htg hy Go\"prnnl('nt :~ntrni~to~tnhl'~f'nHoml
m:nlp Ilndvrqovpr,nment, ('ontrRct~tdl1only hl'np~t Sllf'hro'mp;"1T1h>s ltSll:11h-' "nt
tl.lP:(,-xl}E>n~f'.or fhPJHlhlir'; Rm'h n philo,~Jlhy .infl:n-(':C'tdpult.g fedl'ral fundin"g,ot
iUl"l'tltions of indiddunl~.uniYer.-:ltle-s nnd smanhusil1€'s~'_

Mr, ROSE, Yes, I had ono with :icompany up in LanA' Island whpro
they had spent quite a bit of money of their own, \\"('11 O\'('r 81 million,
and then took a GovernmC'llt contract and we suddpn]y found the~

ma('hino at Li"ermor()-{)ne of our machines that they luid built with
tho information they had acquired from us during' thl\ contract-and
there was the machine, They h:u{ acquired the information under
the data chwso and this, of cour!'e, is the other aspect of it, the data
aspect. "Te did acquire a one-shot rovaltv out of tht'1ll under the

, patent, but tho data was out and they, ha;! it and used it.
,Yo rt'c'·.i'·{'(! a small rl'!urn at a time when the cOlllpany was ha\'ing'

financial tronbles, and the ordel' for that. machine would llave made
ll. great deal of difference.

'I have had otht'r companit'.<; that ha,'e run into se"el'C finant'i,,1
trouble bccauso of Govl\mmcnt contracts, hut that. is basically ll. dif­
fer<>nt story and is not. dirC'Ctly related to Hle,patCl)t. as]Wct.

Senator IhYlr. "'ell, ~Ir. Hose., I apprt'cil\tc ,your testimony aild
tho intt'rest. shown by the IEEE. I hope that we' can l'ely on yom'
personal experienCt's and the t'xperienCt's of yoitr mt'mht't'S to try to
work on this legislation and mm'l\ through the Congress with a bill
that will bo the best possible piece of legislation.

l\fr. ROSE. "'e are anilllble at any time. ~fr. Chairman.
pfr. Rosc's letter to Hon. Gaylord Xelson previously reft'rred to

follows:]
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enee is. nlndeto lestlmony by Admlrn.! ..Rlekever ""tore the87lh Congress,vhereln
hos.tllted,: .._ ,'. _ ,,' "" __ ," _ '-. ',- :.' _ -'-"', "", ,'- ""', ,-,,'
""~~ -.. ~:. oue~or t.be~t:w,o majoJ;~rohlem8 _fncl'Dg:~he_lJ:ltent, ,s>;fft.eIl1 ::1sJ,l.()w~to }~~rt'SJ~_e
l11t.enti-\·~s forelilploYed,hn',eI1tors Wh()-:,g~tllO henefi~:WI1,nteye,r ~)Utot t:he. ~}a.tent

·srSlelll wi It hlts evolved. We mig!>! well eo'!slder whetherweoughtno~10 go
hfiC"~.to..tl~e'orlgifl:Il:iu teilt,Of t~e: .-CO,llstit \ltl()o n~d~erJsel;iQlIle:re,,·~r();~:'t~J:)u\'e-ll~
to~ ~Yhether,theY'Q.r:e:,governm_EHlt:Q.rlndu~tryemplQY~!$.","", .', ',_, _:', _,,'

n the c;o"ern1l1enl. ucqulrestitle. to nllinventlonsstelllmlng~~omfed.er'"I1Y
f'Ulided -R-,&D,nh?ut$,:!6, biUion :inlUl8'-illarge,fwgment, or-u~,~ .lnst!t~te·~,_,Jue~~
l~rs'_3re_ite.iH;(>~OJ:'th__ ueIIJed ..any opportunity to .·~particlpllte ,~:ntl),e ,'. rewntd~': ot
th{'¥r '. in.\'entlyen~~s."'.T1)econtrllctor:, re<;eives ·no 'awQ.Td ,foJ;' ·.luveI1U9.~8.~o~hl1:t
llo"t!li'n;r .i8l:1'~,alla:l>1~top;ls~onto. the j:~'"';llto:r.. B{)tI~,Vl~ tnv,~I1to.r::'.and, tlle ,so:u­
tritetor lose interest tn <Itscloslng In,·enUon~.. In· thi~contest.lt~MlIIdl!ellotcd
tbat OVer. the I~rlod. HHQ .throllS.bHl76. totnl Invention dlscI.wurpst!1 Govern­
ni'~rlJ'a·gellcl~.,:f['f)ril,G.9vet:n,IIlentcpntJ;a~tor8::'ren390/0 ".:~r~m,.fl.· h~,gh.~.r?.:~lJjJ,'ln
]-970Y)':~;~:7Jt~, ] 076·.tlowever:.' tlJ.e ... inyctltiol1 ,discI{h\~r~s~lfl,' ~hl~f~.tll,~ ,qQve'rn~
Dlrnt: aC~l.Uired.-onlyil:.ficepse fell fro~"1.:219 In 1070 to .i~J5iIll976J"ft.~~re,;t::;:~,of
only i~%... ... . ..... .. .. ... . • ..... .• .... ....•.......•..•••......•...•' ...

It Is." welt ·kno,..n fnet thnt theU.~.~ns ~nllen toslxthIl! tbel)l)Jl1her or
)1:1 tent. flppH<!a-t19fl:!i,:fll~.·.ilYit~nnth)n,'8;I.s,011'. a~T,;.-CtlJ)j41: b~si~s .. Th~:.rea~r:.g __~Qr
ttlhj "phe:tH)~l;'.tia,are ;il~t fully .~,[lderst~~'p~t'. tJle, .~~lJil~',~ll. g. ~;':.pr~,U1,i~~ll~:;,,;,.
:in,techJ~Olog.· j~ '9~Jtenprarent.-·. J,t, .ls: <r~l-ieve<~:,,:'h'rit:::£Y)Srn~r;'~he,do01"" 9.-n .•·.. t'i:¢
hOlre-5"of the,'eJ1g~llee.rlng'flnd"'}'ci'ennfic;<:prnmunity<·tb,,;:~:rnuJ~e",g,~e:llt~r"l)e,n,e~tg
from. i~~lnborsWiU.0111y 'furth:er' exacetb,[lt~ nn.a~t~,acly 'potenli.nllrda:~~~r()U!l
Ritufl,tion. ,)'IEnha,~enot, so fnr fiS this wri'terisC:9o,cerned, '~bange(i-th~~t'VlewfJ
con~~nin~.. their,ri~~ts. in pro!X'rty ,since 1795,. when' Mr;,Justlc~:'p'ntterson.ot .
t-h'e.rni-ted&tntc,~ -Supreme Court ~.tat~i:ll·)f~nlln\"e:,1t·,~~n~eof pr9pe~iy-.·'" . :The
presQf'vation 'of properly ..~... is a priwaryobJeet of'ttfeaociaf'compact."

TIlE P1UVA'rE INvEsTon.......:TEcHNOI.OOICAL· BREAR:TnnOUOIIS

~ruch.of- theppposition to theHc~ullltions,r('fju1ts(rOItlth~'nf.,~u[FJ'pti0rJ.,91nt
fhepolicy Inlwrent· thcrp'in·is~ood forN::; hn~it1('8S,Rndtc;' .QetriIll~nt3:'J,;t.<> sOla'll'
hU~hH~SS .• The essence of thisthl~~is is that (l) mO!',t importallt~n,"entions.a·re
derin'<i frolllbig InL,;ine::s and (2). small blJsinesses iJo:, not contract with the
Go\'ernm('ut. As to the fit<~t point, such recent major deYel~pmentsas xerography.
instsBt Jlictur€'f~. optical character" recogJlition. magnetie~ore'memqries. vacuum
tn!}f's. F\:\L rarlio.. l~&>rs, penicillin, jet engines. pi~~1iru;nk. f~brics. zipP£1"rs,
colorphofogrnphy. l.,ake:lite, cellophane, foam ru-bher,crORiH~eetlonalX-ray
imll~ing fiI?pnrntllsACAT) •.,.plPt"('ury dry cell~ (lnter perfected under ,Government
fllwls)to namerr few, were the in\"'enti9llsof private individuals ornniversities.
)[anyof the i1Hii\"fdunls fonndt'd smnUcompanies to de\"'el()p their.,inv.entlon~. A
J:1r;.~o nll~nl){'r ,of the aho'"e Ji!'ted innmtlons wpre de"e,Joped to some extent or
nnothpr. with fhpn$(> Of. Gon~rnment .funds with thepatetlt~.rematning- wIth,the
(·t)ntrfH"toril~"·ollhl th(>~pilldh·idnRls.have sought Governmellt ll'lorrev: if ,aU' of
th~~ T('snltlng ,patf'nt~hfl("-h~n ns!':ignf>d to the GmO'f'r,nmen.t?Al1rlifnot. ho\v
rU:lny y~nr8'Would.·tnepubncr8be-neflttrom the In,entinnHhnye, ~lf'('n<.d(>11tYf>d?

Todellynny institution.C'ompnny. ~roup or 'Indi\·lclnnl,re-KRTcIle-gg o~ circum­
"f:lnf'~. thp. ridns to th.<"ir Go\"{'rnm€'lll fun~~l InvPu,tJ(ln.<: ,is.a drmc:.tlc. mensure
whir·h, \Yill stultify the d('velopmpnt or In\-entionR.Rf'2'urdless of slnfeme-iU.5;', to
UIP{'011tra ry. th~signifJcnnttn\"(~nftnml n~(>tlle work· of ~Jllan c~nlJ1!lni,es 8.nello.
(livhlonl~. TheinrJ.:p corp{)rntions ha.venhdlcntedthis role to a-g-~textent: they
,)lnYPlmhlk:lllY,st:lt("dth~ttheY·.no longer. do researchnnd.'onlY step in wIlen "tl
llrrw1llet hn~, shown proml'sf\..

TnJP.f'~rh nf 1ht:nforpnlPntlor'ledprodl1<,l1;, hns prOflllCJ~(lore'hdMt\lpJra..'n.la:r~e
<'l)rt)<'lmr!oll..J,lIlt .nne must wond('r w'hntwoul<l havp hfl'Pnt:·nfXI t~ thOse- Iny('ntlo:ns,
ir:J~.',tPnf IlrO,f(l('f loawpre not· n,aHnhle.'Vonlda'n I:ndh:-idt~al de-dirafe.five...t,enQr
mnn~ r~':l'rn to·ll Ilrod.l1~t ifothel:'R'co111d n:>-np the ~Ilpfits of hl~ efforts and,:sn;erh
tlcf'~; .\ ~.n w>ry, r('('('111 (>xnmple. the pre~(>ntly mORtefl'eel,ive (Iit'slie-k pick~uP,8 P:-"
p:nr.lp:tl~lR th(\\\"orliofcme 'lUnn 'who de't.licatffi seve~'years of hi$',life befOre-he
,rpallzr-ti fiJJrfltlt.

, .\~.f0 .olhP:r,PNWluC'lfi :lctlllllly t](>\""plo\X"cI nnitinf,rOduuE'd:hY~ftlLMlllpanf~~.
ma)'l __ ll dnl! .:4IOw{"r~ wt>rt"':'introdu<,E'd .to· tOf' plR'rkf>t· r,)Jn('~'hy n \~e:W,~Jil:111 :<':(l.l"nP!lny
t hot t dp\·pJop("(l ("0 l~idt':rn IlleklHH\o·IIOW in thc-, fieltlot fl1l,f<l te-chrro}Qgyt,n)dergov,:'
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.erulnl'u'tc.<>nlracts; ~ighp~wered machi~~ ~iJr COlllDier~Ial-irrnd'iath:m 'of ,1JJ~~tiC'~
Iwd 'fOl~ ,~te,riU7..nti:oi~·of'm~knl, i..;upplieswere develope<l by fi smull eOD1Il:UlY
,va_,rtl~ wJt~_'_go\"ernm(!n.t-co!ltrnctfnn'ds.- '" " ._ , '.- .', ',,'

Itj~(beUeY~d,tbat,the ;,ibove tnT',t~£!~n, lOl~gWay~()'refuJe'Admtr:)l:RIC~OV~J;'~
fdateriJent, ',t~thls 1:ii,l,)col}j.QliUeethat ''11108t. ()f: the" t;lajor. nd\'4nce~'intechlf()l?~:
in t b~~·Jl.nRt:'~:rf.'ar!-; JJ;l \"e.('olup iI11tr(>aK,_wh...rp,G()\·~.1~tn<'.a,1 ill,t('~t~J,_llea\~'ilY.~l~ch
fiS J';J1f{ce-.(h·r(,ll~('. tlnd'n,n~Iear -pnerf!Y'> it,Wfl!11 d nppe~r,mot:£'. ,npPrpprin te t.o. sa.y
thn tlunst,'("r H~~ atlnl1:I~ef:J-~~llmrdwure.,oLtig.~U·w iHWhich~titien,tiHUy,onJYtire
G()\·N·lm1"t~n,t'~n,snnr.i:l"lt;e-l'est.has, JfN'II, fllilclE'd by th(~GQ~,ernmt·nt.'TI~i~..i~n}~i_t
t-:Iiouldbe.. hute\·el~' thefl the'Go.v,ernmellt m~uaJly '!UYN' g,shnr{lwnre from:th(!:
contra(;tor who ,did"tile,.l{& D. Yet. !Uuch:of,(heoPl'osit-ion.tQ.tl1fJ'HegnI:ltiOTl~'~n'
Cnpitnl.:HjU:nnQel~~w.l~~r~~.pP:enrs,tostein 'froPl tl1e'lY:::liert'JJ,attbe:'~el;lII~tiori,~
go too,Jar, .intb~:4iJ:~tl(m:~.fallowing, prffit.~nklng'fi-l'mR',t(}henet;i,t fron~, f~lerlll.Jy
flm~l~ I:~s~4rch.1I<>:we'f.,e,r;', ont:y' profifnlotii"n tedcompaqies:\~l:U~:ringt h~,r-fXill~J!i'
of such:,r~.seR'rX;b.t~, ~'e',~~neral,lJubJic.,\V~:llJ,nQwn,JIi~tnnce~'or fed('rnlly,ftF1d,e~J'
n" &.D b¢nt~1itllll$,Un.~' IJ~.I)1iC' tllruugh JllC :uusPkes or.lll'~,'GU\;el·n1L1elrt·':t}lltl'li(·lor
llre:Corllln~,,~a-re tl.t~o.ughCqr~iIl,g,G,I8':sgt,mJl~~,gtD'g~l1o~e.rs.nirch1nhl'geJl­
<>ral.a irMrtgroP1l4control. collirmter,in4ustry thrQugh UN:IYAC.' llWmicell~r~~'
through :'Vestih~ho~se,nidio: through:RC~\lrhJ~hstarte,fl. as '8: 9o\'er,~nlt~rltln tW~ll,~
tQryinWorldWnr I.,ma~ede'sealsontef.r~~n:atorsnl'ld:Ui:flrlY.mun~in(l}'~'" '

UCEXSl;>;G

XlI-lnero\ls', ',iepr~sentnti'ons 'baye' l~;il ..ri:iade for :and .il':ga~l1'Stthe .I1ece~,sltt ,to
~rnnt.~xclusiYe:Jicense:stoin~u:re H:e'den:lopment. o~ lllirQ{]uct iu this l:'0unrry...
In·the tW'enty~fourse:lrs~hat this writer lias bet>fl 3ct'ivel)"engn-gE'(lin Uc~q~jnI;,
inn>ntions;, l~e ~hl1$ enc~mute~l,1ll.nny,in,starJC~.Wh,e-rennu-e:\Oclnsi\'e" JkNls~S
w~re'qultc sale::IbI~,.ap(l~nn:r.otJi~l·s'Yh~re',oHI)"exclusive lie('r~sc~"<:on-I(lbesol<l.
'l'he-:ln-.e ofHcensetllnteallOe sold in fin~~"given situ:ttion is d(·tE~rmiH(>(lJI.rlll:t.nS

f3<;:tofS. includingtht" ftwds, required 10 h('illTested in <1t',-elol-Jilig or Ular~el-1n~

the l".·oduct and. the (,3.f:C;\'.'itl1 whICh the produ<:t ('uu be copied. The larger the
monel:lI1~ rf'fJutre-w.entsqnd the rnorereadUJ"the prodnct cnn,he copie:d,. the
grea rerthe,presl'mref'9f eXclllgi\..jty~lfo:rlh~~ ',itLRuch·. case:-:thecost of bringin.g
the IH'(KlilctlOLlleIllurketpluce to theCompa-ll,Y that didt.he ground w6rk 1J.lthe
particular urea in\"oh~etl may well be less than to otLersin tbefieId~Itwonld

,nppenr that the prime eouce-rn to tile GOl'eMlmcnt shouldhetohn\""e theinnmfioll
rE.'aclithemarket placeat the least possihle cost tothe pnhlic wbich.uftcralI;
Fa,rs <lathe hills in the long run.

B..u ..!xn: OF1',AYMJ::XT5

1~heabo\'e stntements. as indicated.• apply to the U~S,They do not apply, how~
e,·er. to foreh;ncountries. Compantes in 'Ve-stern l-]uror,e. ill particnJn r. rC1,ufre:
eXc1usivlty;T~ey wantexclush·e use,ofbIOwchow audexcluslve: rJg4tSl:lld.er
patents. \Vithout these they will for the most part go their own way whieboften
includes oslng U.S. inv('ntions not. cO'·ere<l by foreigu patents. 'Vifbtbe bal8[lce
ui IJ3ppents ottbe. U.S.con~tnntly 'ruuning ,in the- red. 'lan~e105$£'5 of-for('i.~~l

t:;ource in(;0IJ1e, resulting frOID· reduced ,sale of technologY,nbroadonly ndds to the
Pl'(lbl(>lll~,!i'oreign cQ!llpnnies are·wiUiug to pay :Jarge'SlnD$;; for'U.S. kllO~·-I)(lw·n,nd
in-rentions. A, ver:r smnll cO:rnpanyot wh-lchtbe writer i~ aware is,pre~Dtlyen·
gaged. in pre,lIminnry .. discnssions wit~.n •.·~UrOP€'lUl eomptln;r eoncerui.llg'.trallsfer
ofe:xcIUI?~ve,rights tQ ,know-l1ownml EuropettupntentR ri:g.ltsfor n ~hII;Ie'pl'f}(luct

~ln"il1~ nsnlepriceto t,hellser of nh(mt~.5OQ.'I'lIf'payment forsl~ch·r~~htswnl
InC~lJd~ a~. i:nitlal'WJ~IIlentln thenefg-hbp,r:h~.otS:!m~nlion.. t:I;lS __R ror~,ltro~
s:rles.W'H,h()ut the foreJg~,patent:.r-ights'tb~8sal~could uotbe cf.LJ$luma'ted.

It is be:Jfe~¢d tbntpy for,ew~rderi.yiughH'entors~ instil,utIons'nndc?mpaniesnnov
,00PPol'tunltr t0be:nc·tI,t'froIll invelltlonsm:ndellnder.qov~rnlilentCO~}trn('ts'JIle U~So
decJi-n(> .in .t~l,~n:ologs '\ViI) he .8-c('cl,erah·cl·'and oUl·.()f,his.tO(tUlrr I·it-J:: ll}ujv:r"t'~llorts
-,,"HI he ~erlo,n~Jy"hnpaired. It: must he l'eroembered that ·if the U~s. is not :eiport- '
jtl;! l.("('hn~logy,;,f~isjml>Ortlng.it.. ..... . "'. . .... . '. '

It is rf'ql1t'Sfeq. tbnt this ~etter Oesllrcad on :the !'('Cord OrUle afor:esni(} hearlog!-;,'
,H~wARD L. ROSE.

7"tT8k j.~{Jri'e LC(.HIcr~patc'tt,,;

CJ.S.Actit'i~Jl Board. fEET?;

47~~~~~79--.-_-'11
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Sellator nAYII.ThlflikyoufOl' til king YOl\l' timet6 bl\ with us lotln,.
Wl,\ will roee.<;solll'.hoal'ings .attbis time. .. . .•.. .

. [Whol'oupon, atl:13 p.m.; the subcommittee waS adjourned, subject
tothocall oftheChait.] , . •.



APPEXDrx

P.\RT 1. APIlI1·IONAL MATERIAL Sufi)IrI';nm }'OR THE Ih:coJU)

ST~\'ri~~H:~TOl;~,'nIE TAsK' li'0nCl-;-O-N I)AT~N±_L£C.;IS!-ATIO~ OF :TJIE ,t"o~f\UT'rr:~: 'OX

f' ('n:XCE A ~D., Tl-:CIINor,OOY'. N:ATr?~M-r.,,:_~~,Sfi~CIATI0!i' ;()F ,)1 ~\:\ CF~\~T[ 'IH:R~

Thp. XatlonaJ AssoclatIon,'Of,)rnn~fU~~U,rers'(X,A)I})S,tl-\"()fun~a~ynlPltO,et·~hlll,
nrga niza ti()n: of JUOre, t_b~,n" 12.()()(),<:oillp8:nles"~nr~.iS n,mU..llted" wit·ban :1(lll.iJillllill
lrh"{iOUO _hu~i,Il('s~~ t hrongb ." the:N,~rfon,fl,l,lnd~lf'1trjn,l·CquIlcnen(·olll"Il.us~i i 12.ul~,
~~zC's' )lntl 'c:Ja~sificntions:of,i.ridtl~try ill, ~'Ver)f~~lltt!'~:,~r()g~th('l",tbesr :('lIl,11Jllt,II~.>~,
',,:hfeh _N:A_~l"rpn~eseIJts:'Pl'oduce,~ppr()X:~1l1t;ltel!,.~O,o/ti, C?rtlr~1?ooq:s:111 RJ1I1(~ t; t 1I1'eflin
the·l;nit~d,States;.Among NA~I·.m~inl)erSbiPs(~~}~:80%~~'Il,~,,~11l'~~ifiedIIS.'!'I.II:I·U

btlSi1.les~es. ..' :':',' ;:'::"':<; ':',;,,:._.~."" __ '.-:',""',,-
,:.\1o,~t,ofollr-members.u~enIld"J:'ely on, pa-,lcllts.ip ;Q:I1,e,ff}TIJ) o .... 'a'l rloHler. ,:'11111 ,lll:~'

-XA~r has.longha~lan 01Iicia-l ~r~.ttenpqJici4';>:Il' p~~~.nts;~.~iC~,re~ds~l$"fopp~\"~,: :.,
·'The.,pJlfent' Jnw~ oftbeunitEKJ.:S.tat~,s__ h,a,·~ contrtbht~dgrea:tl;v,tothe:,hi-,~~'

~tnnda:l'doflhiJ~gof 'our IJe,ople,ana to our, :woJ;ld,lea(l~tshipdl1,lll()d;et:'l1.tl'di"
nolc-l,ltY. The incentives of ourAmericaD:~ysternof,:prit~ntsar~ v.ltaL to()uJ;
('olltinuing'industrial growth a~weUasto tlle,e.st~I-!HsJ;j-ment,aml!"uf"(,{,"1'~ of,
Jle~\"· 'f>nture~.· The propertFrep~{'s~nte.d:lYa v:a1idpa~,~,nt. s.hcmldf':tnn'[} her()~e
the J:ny oua par '~th other, f)rov,er:ty"h~I).dSllOulq.h~ac<:orded,th,e.-same 1':'K!11
protp('tio,n. In keeping with these principl,es,' a.,ndi-Ii9rd~rt()eri~0t:trn-ge,yrQw."Ut
\l~l'of worthwhile in'\entioDs•. the. rigbtso!'patento\\'ners t{) 1i('(·nse,th~lr·­

llafpllts iqwhole: or in part, fOf specifieU 'territories, tiple's,: UJI10unt:'iOr l1se~,
lUust 'he, pre$erved in the rmhlic l~te:~e,st, bnt:we 'are'opposed to .COLYlPtlb~ory
lkensii::H~~ as: 'destructive of the ·,~ex~hrsi~.e'rigllt":which Is the entire property
F~~urf'd h)-apatent nnde-r theCcnstltut!on-,"

Thus. thp N.-\1\!. as th~.l~adin~ass(}CiationofJn'ant)facturing.companie~.is
nneqni "ocully supportiYe'of the p~teIltan~its.pv{ner(.Sl... ,.... .''';.:::.~-~.

In considering .. the whole '. a'~eil,J)r :pa.tents-a'nd , cuttingthrou~h ~'he :-:nrue­
I jme~ intrlwtal.lle lpgal tecllllic,aJitjgstliat often attend thematter~weare
impelled togo'back totbe 1966'Re}}ortofthePresident"s C()rnmis~iononthe Patent
By;;:tC?ID. "'1'0 Pr()mot~ thp Pro~r(>:'::,sof.~ .. ,U:-:t.'ful Arts:--'"ln an A~e ,of Explod­
ing T('(:lmology." The phrase "fopromote'theprogre:ss of •.. ,useft1larts~'isor
cours~ d€'riyed from the ~rent ConstHntIonnl'manrlateconcernlllg patentf-:. That
is undif-:}mted. And we cunnotlJut be even lllore aw~rel<ldayt~~t if 1966 wus
··unageof exploding technolng~',",thensurelyw,.eare: u9w in anerllinwhic11
that phrase hal') tnken on lll?re force tbanever',overtl1~nast,2.(}o:r' more' y('ul"'!o;.

Y(·t.H~ \n' n'ad that Commission report then. and again' as we 'Tf:'nd it touay,
llwre iSHne phrnsetherein th8:tsepmstohli~ennnlmnst presci-e-l1tC'Onnotntion.
o.JJ pa~e ~ of tlla! Couunissionrepo:rt, wer~1id:

·'TheOlembE;>rs of the Commlssio,n upunimousl:r,;lg'rl;'~ that..fl,:patPnt s~'stelll

today' is callable of t.'Ontinuing to provide an incentil:~ to re:-:e,u<'h, flpve!o'
llu'ntr:und innovutlon."

'\\Ye wftnld<]raw. that .. ('OUt>11l:-:i6n ··tqdll,Y ,mor~ .'emlihat,lcally .... than pn'J;"'7-surelYt
we' are1l19reseriouslynlldurgently fa:ced,'wjth a,Ileed tc)' sUqJ.tl1at~ ulld{>ncour;.
age inv.~nti~n.nnd, innovation to meet untlo,nal';1.ud inte~atfonal.needs.'1Veare
moret~aneverpressed,to impJ;"ove()ilrprOductl\~ityfr01l1 in.,elltionsso that -we
can.ruaiptain-let~loneimprove·.tlr~.stan~ard.. of' !-il"inK'J9I"' e,-erybue.and. e'"en
more urgently .' t()controland dampe:n ,intUition. Sillcepu~)l;icllti<'l:n of: the COIll­
mi;-:f-:inn's rf:'port on p'at~.nts.there have been 'many. attempts to legis1-!l'~,a.,:gt'nM'

erlll-,r~Visi'Orloftheptltent law.. .' .' '.. . . ". .. .'
l'n)ig·bt Of the ueed for certaill'revi.!Si0tls of Sectii:m~of.~he lLS.96de. we

npplnud in~l'ne:rnl the 'UiU (S~4::J,4:~.that"'YOQl:iave ,introduced as see,king to
n(~c:lre~<;,Il,.specI~caD,rl..continn!ngIY<;9ntrover!~ial-issue.,,,.(> huYe'noted that of tht"!28;(}()O to:30~OOO,patents ():wri'edby th~~'edE,'ral

~oYernment"som{'thingless. tha!1 4%.(a~cordfn;r to sQ~e reports) ha",eOE'e:n
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1:jCPl18(!d, to ..privaleprodn(',er~._ This ,'reprf.'s,(>~ts ,n_n_"uriacceptn~lestagh~dpn",()t
l~h(l(>~;f?h~ll('d,te('hnolo~ i Tl a natfon in. -'\\~b~<.'h:, ~Jl~r~ f~',~h,_appare.nt',Hlowdo:~n
hl jnno,~~~lo·n._ It l~esl'~,c13:llv5e.ri'o~ls'wh~n, tli,~re'}se:'d,en~iv~;evidence:, t~a:t
1.0\ ~" ,ilianIl fnctl.' ring ~Ii(ltlstry.',nne} pn rticu1[lrl:y~,jts ,.'~manebim,~Ilts, ,hnyei?roven
(':~lm lJilitX" -tonmve ,<Iliicklynnd -Ye,ry" cr~a tJY_~1~_i-nsuc('e'*"t1111~ :in~QYnting.

~fntl;\" shtdies have,ll~en"c,omplete4 whiph', ~n~~Tli1J.e,how"S~cc~J1s.fn~lY',',~ninll
cQn:Jlnn,ie~ (.'an ,~o,~ltrillute_ ,t~eir ", l.llnov~t_h":e ,~;:t.p<lbUIUesto'~~ia:l and ,~('onorrlic
hfillPlij~:,til the nfltinn. TnnrE~por~. pntltlE':c).:,"Smn.11, ,:Fl~IDs,:aJl,d 'Feder~l 'H&D,"
IIY"flle()~re .,~f l"Ntl'f~l' Pro~nr~ment' 1)()Ucy',Interagen(;'Y:'Tn~k.,J.?.orce" OtllC~,of
)I:lnn~('mt?~tandBmlltet (lfl77),s'evernl C:0Ildusions,were dru:wn that Rre
"':(Jrth,con,i-;ideri:n~p, ",' ",' , ,':"'" ,d,,'"

::~'~:~:lt ,fi:rms' 1I1n~e(~()P1pHe,(1,,~~tl ...ikll1,g rl?C-o,r~1:,:9r i~n().~atlon ,in, tJ,le,nrlyn~e
'f5llr.tll,r.:F.irItls:,vitll: less.tban,-,.l9.QQ:e~pl()X~t?~a:~,c,ollnte~l'f():r ,a1m9st,' one, half.;r!
ninjnr,t~.:;t i,JlJ1ovutiom~d.tlrinp:tlle.peri'09, 19fi3-:-1:9,7~.

Tl:w, ~ntifl, of inno\'nti?n$·to'R&D ,employ:IDent;ls':fQur ti,gl~S:':!r1"eater lrl}lr~$
wiJhl~~:-;Unln ltlOO emnl(»)~~s:tlla:n. in lU,rA'e,~~lrn,s.,::'< ,.,: ".'. :,,:~,

The tpt:nl,'cost per :R&D ,s~r~nti~t"OJ"~Il~fnPer.i:,;a.l,~;osttWlee.,~s:,gre~.t:ln,';~rrqs
of .bnrnth~n1000 eIDIJ~o.!:e.esthf\n,in,~'in,l!nprf:i.rJ:n~' :",', " ::, ",:",::,',:::";'::;':',::" ,:".';",. :",:""
'Ypt, nR ,tile rem,rt .sllYs, .r.n.~pjt~()t thr,t ...t~'cri~cl,tl.:1~ripy~~~g!1t~~~i:'Mi~~·:~·st~

S~f1:n,husin('ss re~(l.ived:'~)111>':3 •.5o/~flftut,~J,k·l"4ert!t~~,I)~ ..... ', ",_.";,~"'~~<",
l~~atflrDlh~'~.such'cOl1ch,i~,hmH •• ,3 If~ut'· t~e .'~~Crf~~,',~n.(l,. ~ff~~~oess,:ot.',.~tn-nlJ­

comp::l~l(>sfn innQ\'a tingl~:1' ~n~li,ngfrOPl"~~;ci~~ceI~d,~,~~t,9l"S' :19j'~~ '.:':p\l1~11~11J#l
hY,th~:Nnfiohnl:Scif'ucP'UoarfL' In····itfi chnpter. on"..:',IhcJ~strinl.~&Dan<1.In~lo:vil~
tinn~'~t.IPTeportst-ntes: .' .' . ... ..,',:,> .'., ,

~'I Tl1p·~m3U· .hi~h' technnlog-y] ,g-rOllpof·, r~~~a~£b,.hased, .~nterpri~ps;ne~otmts
for n'~m}aUportion oftotal industrial R&I) spe,Il,<ling.;,l-lo:we.v~r,'t,heY'~i~e~e!9ci1cnsi~,
l.le, for n.' sl1h~tnntinl. contrihution to sdenteaIl,cl,Jeehun:19gy ,and _rj·e:~onsldeI"l."d
by many tn, he more efficient .pe-rformers9f"rpsesrcli: anddeveJopml~nt than Inrg~

compan;'cs., .:',.: ',.,.'
··~lor'>ov('r. there is ·~ome evidence that RllChCOIIlV8nles. ar~ IllsD,mote ~fI'~tlye

in p~odlwin~new,jolm.·A snmplegroup, of tiVe'·Y.ollnghilJl1-tec:hnol()g3T. eO~I)-~:IlIes'
wflf:;··follnrlto incrC':lse its. ag'~regafe sales at, ..:'l,rllte, of'~30/0compo'lI1d~·p~r.y~ar,
fro Ill. 19(j9to 1074. In the sa-m:€' i-Jlterval"si::s:·I.riUlturec{)mpl!,Il!e~' IIlcreRst'd~,the~r
sfll('f) b}' 110/0 per year,However, ernr>loymentin the young coIhpanie~incrNlsed

u~'410/0 pcr year during that time. while that in the mature companies increased
only 10/0;"

Of,cour~('. such figures are not f\)lly cop.ell.1Sr,e of,anydominant rol~ of sDlull
companies in. the te~hnologicnlpFocess, Scie,n.oo.lnclicat()rs fin~,s,that"la-rge

compaIlies"(those with lO,OOOor moreemplo)'*s) p~oduced the greatest,proP;Or~,

tinnof'.major. innpvatiom;.l,;followed by firms in the tw.o-'sroallest ~ize {'at~~ories
(up to 100,nnd 100 to lOOOemployees),Thednta a,lsl/ show that the numberot
innovations from large companies bas inc~eased over time,. in both absolnte and
relative terms~ On thpotbef hand" if aU firms with up' to 1000 .eDlploYe€s ,are
(·nBe·11 "small firms," then SUlUn finnspr()(juc,ed lllorel))o.jor innovaUoDslhan
Inrge finns in the 1!)5{),~59 nnd 1960-66 perio~l~.:lJ'ld IJ.ri, eQl1ulnumber in the
IH6i-i3,pe.riod. OvcroU, howqver, th~di8ttibutio1t. of innovations bycompa-ny
s;=c tlf)cs·,iof ch,auflc yr'!atlv !rn'mone time,periOd· to ,an?t,her:'(Emppasls'addcd.)

It is worth stating here tbatinnovntion d()'es u.otde-rh'.e fr9ffi resen,reh ,atld
.cle"el0[JIDt'ut· alone. Inno--vation r~(}uirr.smu.ch .. mor~tieginpi,:~:lg with. Jpe·· reeog.;
llitiOll of a marketable product, fo.lloweclby t~.e.()~isiOf1s to b~gin tll.e·,proc'ess~s

ofJ"oling. manufacture, and tlnnJIy InaI"¥~ting-.'I-tis:..tl;le:.d,eclsie:I1:Jo'go f?r~\'"nrd
wit,h thpse llrocpsse~'thnt reqUire,s thecomr,ni,tIne,rits<of larsesum8of.'Dloney'~'A.s
·'~d(,lH·eI.nd1c:at()r:s·· rightly points' out, "it is .'.coI1cel\"'lliJ.le that largerllrrt"1s,baV"~
f,ew('r maJor inn()vations per R&D doUnrhec&;use they ,:l;r,Quuce t'he tn.o~ e:~~usive
ml('~. 'HIllll)' nlso ·l>e thatlnrg~rfirmsten.d to;pro4u:e'emlnor rather'thaIl 1:9ajor
inllo\·atloni;.e.~., sman ,1m'provements' that r:~uC:e- ,the: "cC!st of higb'.t~rougliput
m;~nufa.cturing" Ilroces~es 'ra~ber: ~hancompl~tely:n(.l'r~lproducts.1I

Finllll.r~the c;om{)troU~rGenernloJ the":l!'n.it~d..Stat~s;,.Elnll'r.B;Stnnt~:.'~:,f~d
i~,e~tln)inlng what 'jlllllrO\~ements eould "}l('.Iunde In th,e, cli:rn::tfe fo·r InnoYR.ti9D,.
tflok .fI1Jt~nts,al'3 nn,ex~.mpll'.of'whether Fe{J{'rtl~ ,filI14$areheing'l'!.i'.enr",,·,t~~~yoltl
thenubllc interest.s-u.ch ,1\8' to' still,lUlllteinD,C?,·at,ion,~·SOD,legove,rnD:let:lt:'otnd~J;s;"
~11·•.. Stl>.ats .says. "beH~\'e th~t P'l.t~ntsd~~iv.~ trOp1 fl1derally tunde<! Ii&P
lil11Bt:be-.p~ned a0cl e{)ntr(}U~dbytlll" (]over.n:IIl,~nt. 'II(J~e"\'ert iUJU(H.t <mSl's.lb~
pn.hl~c Jntere~tIllny.. best ,be·.BerveQ':Whell-'piivnY~ I.Q4~strial c;ontra('~,ors,.wtt~R
few ·prov·lsos, are·grnn t~(l' exelnslve .licens{!'!;;f,pr.cO,min~l'ci~l.de:velonment.'·
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The. ;NA~{;coI:1cilrs-in.'m::inY"ofthese _flndlngs' andco~e1nstons~_-In__ fa~t.•. the
':NAM's ,'vat~n~ J~)licyfurther state~ conce-rningpatcllt rights ,under 'govern;went
resenrC~';'3;I1d d_eYeJopn!e,nt~(}ntraetR: " _, _', ___ _ " ,': _';:

"Th~Jn;~~ntlv-esofthe AItle,ricansyst~ni,otPllt~~ts,'are-_~itll,l,t?ot1rcontlriUI.ng
iI)(hl~t~ln_~",gro,"'f~_nndlp.ad:el;'FlJilp,in_,tn()(]~nl_ technolot&:~_- CO.lsequeptly, ,i,t,f;hQ111d
~th~bllSi~poHcy "t thfF~c)~rnl Gov~"n!,,~nt hs to ltscohtrncts.rorresenrch
a.n'{td~.yel,o,r)Juenft9nt~he·,conrract()rs~l1oit1d::.;~tlllnth,ecomII1erclaland- forei~
dghtsl11il1ye.,itlQns !"sc)e lnthePerfonnance "f.the contrn~tsuhjectto 9. royalty­
fre,e, ',u.on-'exC:lu,s,i"e license -t(),che. Gove~~entfot_ ,I;overn.mentn'l" VUJY?$es: ',pro-,
v,iqed that allY" slllih'Ucellse not cOIweYttnyri'ght to the GO'verrllil{>n.t,~o,'ma,llllfac~
,tureoi--,u~~" nnylnventil:m-for ,the "pll~pose,Of,,',pr{l\'idlng,'E;enrices o,r',sl,IJ~l}Ii~~l to
the:,generalpubU,c inc'()rnpetit,ioil:~'lththe 'dontractor or, the ,contr~'ctor~s com·

"merchilticens~s:inthelieen$e<l'.11e}(l.H""':"'" ,":~~ :' '",: , "
Whil¢· the. z,;A.~I· notes the very Jmp~rtnllt~ntributlollthat smalt so;il1pall!eS

can un4 ,d9mnk~t() inll'Ovatlo~~ollr,I~licYC()~l{.'"{'tni'n.gJmh.;nfri~llts'',Hn~Ier:~o\"~rn':
me~t,'re~~n:J:',~lt,'flndde\"elopm~Dt,e6nfrncts,wtJ,kes: no disJlnCtioIl~et,wf:'e~,large
aild:swaH:compnnips. ":, ',': " ' "," ,,"':."'" ,', , -"" ",", ,> ,'.':',:::,::'

~on,seq~entls,:'\'\"e,:feel,thllt,S;" 414 doe$,llpt :J;9,fnr,enoug~',~~h,ef1',tt lim.i,ts '-U!J
pro\:"isi{)~:s, to:nnll"eI1'lities {lnd,Rmnll husiuess;~lany" (iftll~ proYi~i~J~'S of Sec" ~()()'
I"Poll(jy.<\nd ObjectiVe") MS. 414stnte Qbjectlve.s thntw.(jultlbellole~$ell­
co\irng~~g',nnd'npplil;al)le, to. 'cn~npn11 i~s .larlt~~r; ··tlla,", fhOf;t'~1('fine4' ,itt" se,~t:i()ll" 2-p,t
:p.ll1)lig:J~l\w,f3r,,:"r;?6. (lij,lLS:,C, '().12). and the impleJIlehtillg, .regi~la.tiorl$;of~tile
.'A~i:inJnlstratQrof:'the'Sn1:l11Ilgsrness,.i\:dJ11i~iis.trutiOn,. . ~',""':' '" ::' '" .....' " ",' ".~

'Y~'~~;~:l,d' certai~lly~()ilC:iJl~;with'theohj~tiYe, ·<toen.collrage ,maxi,murn :pa~"
tieip;rtiott.o:f':small ,b~lsine~,',f1rms infe(ierUlIy~nprmrt('{i. te~<,ar~,h Jl~~l t1~V(~~?P­
mc,p"t,'efforts""lmt .:tbe',excluEll\~~,()f larg:er c(np'pnnies, :fr(),rn. sll(~h·pnUcies .,ftIld':ol>:"
j~tiye~o~.·.tbe bnl,~~:, -to: ,promote,colli!}1OratIOIi "hetwe('n cC:lnmerr,ial:co~~~rns
and~.-nQnp~ofit,organlznti<H~,'~I···,f9cludtng.unlvcrsi t:i~.~: tp N'OJJ.l'o(e, ,the. ~(Jmm~rci:rl"
iZ:ltionand' :i)Uhlrca-'~nH~bi1-ity'ot'iu"entions,mnde I'n. :the'lrnitc<lStates, b,Y tn:'
dustry and labor;wo1Jld",Ei~~rnto us tt) 'be'too tltJ,r~0'Y fin 'oldec-t'i\"e ':~hen In,rger
e()mp~nies have the cll.pabllityforsuccessfully furthering: .snch In uclnll1eohjectfve~J~
In. the 9;:)t.h .Con1;Te!'iS" then ,;COfl}!~,~SSm3n,Ray. Thornton lnt'rochH'Nl :l. l,iliC:,U.R;
(;2,4£)""'J:'h~ 'lJnifrom,;"Fed.er,al,,:,',f{,~senr~hnndDe\'elopment l;~Uiz(l.tion ..V·tot
1977"-,whic~ took a'illuchbroa.der)lpproach :to .the. need for com mf'Td nlizutiotl
of the ~esults of 'federally :spon$Ored scientificandteclmol()'gicnl,re-s£'archnnd
de,·elopment~'ye\Yould.tend to.fl1vor leg-islation. that ,ineorpor:Hes11Ulnyof the
policie-s and objffiives of.8.114 but. tlInt would extend the! rnppHc:lhHi,fy heyo:nd
s,rnaUbusIlless and ·universities tqindude .nllcompnni-(>s----wh.t(tl!yer tlwi,r siz(';

In tl:le 'r('cent DonlPsti~,Polic~Reyiewof lndustriallrinoynlion jm:ti~ntNlby
President' Carfer nnd ('ondnct<'d hy the Depnrtment ofComnlerc(,-~sf"Y('nh~~11es

werenddressM as hnv'ingan. i;a:rpl1c,t on Innol'ati're pro,cesses. Amnn~tho~e'sel'('n
is~ups wnspntent policy. The Draft Report (dated Deel."mher 20. 1078). of the Ad~

\'isory Subcommittee-on Pntpnt and InformationPoli('y of .lh~ Ad\"i~ory ,('OIn­
mittee on Indllgtrinl Innovntion. (>stnhli~hed :IF; part of the Domestic,roHe:~,Re­

view,. draws Some iI),\port~nt concltlsiong about transfpr of ,eolllm(l-rejnlri~htato
~OT',ern~ent-RPonBoredresearcht() the private sector. In p~oposnlVot that docu-
ment. thpfoll,)~jngis stnted: .... . . . .... , ,', ,; :.~

"The Idea tbat whnt the government pays fo.,.. helonl:'! to the peopl~!s not
ontyaJlpe~nn~,'itis tnle; ,The qUE'~.tion is: WhntinstrnmentnHti('s c-3n,be'brouJ:~t

to nenrto maximize the posslblUtles thntp'eople wlllindeed have availnblethe
fruit~·.of their. governIIl('nt·se~pen.ditnres?Nonexeln~lve,:Heens€"g:ot,o'1Indct~d?p('~
fI1v('ntion~" {)!fe-red llY.U:le.g-0vernment (lr~nyone.llavefe:w tllker~"whprea,8

p~tent'oW1le-rsJ;llpor exchlstv~llc'eIl'B,eH of 8UfIlclent dUl'nt~O:hflre n11lchUl()'l'eJtk:,ely
to attract the Illolley ~njl t~lentneeded t" make and market r~aipr()duct. to
mfl{lt(,0!I!5Urner'n'eed:~.t,'rll::ml?h~~is-1p;odg1nal.]

}lJIrther,therepcirt .tnted $at: . . . •.. ..
"It the rf'''))Jtso~ federally spcin.oI-ed ;R&D do lIot reach the cQnsumerl1l tbe

1'onn of tanglble ~nel1t•• thegove;nment bas nQt comp1et<\!! !I:$)ob andba.not
been a/:"od steward of the~nxpayei"smoney. Tbe tlllht t<> l!x~lu4eotherscell­
f¢r::rP<1~Y }.i..patent., or an. e::x:ch~~f.v'e' ~lc~ris,e nndera: .. pat('nt.rnay b~ the o~ly
tncPnttve, greatEl'Il()ugh, ttll.ndu,r:e lnv~tm-e-ntneec.ed'for'devetQPlllentand ,mlirlf~t,;.
t.~K ot',n.rOQtlctP,. Such, c0tPme~lal,nflUzati9D, of: 'the :~ult30f,s::(,;vf'rl1m,eny
~flf'nSOl'~'r~8e,flrch.would,in~r~tp!ittbe IlUbltc w(Juld .r~l:f;f"lt$ b~tref\t~hi fh~
'WJ;l,f. ot'rl'odtJ~,t$and services, m~rre johs, 1Ilore If1eomp,:et~f"Th~~o~t 0:(, ~Oyprn"
ment fnndlllg 'WIll ~ recovered from $e .tsxes Paid by thl! workers an.dthelr
ro:mp,an.'es;" - ' ,
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Thus, all mombers of tho Addsory Snbcomnilttoe on Patent rilfol'nlRt!oll Polley
"recom,Ill~rid traD,$ferring th~'llnten~ rights on, the. t£'sult$ofgQyernm~ntBrotl;'
sQredri:R,en:rch to"the private ~cctor,f()r~om~,ercln~Jzntion.tt,W~-mlght"note?ere

tllat t~u~-Ati~l~oJ:y, s,~lbc9:1nln!:ttee"not.o,nly,:,~nke" p'r"()llo~nlR th~t-"ve,H" clos('ly
P'U:J;llllel'lll::l'rr'o{ ~h~- ~profisi'pns. o,f-S•.4:!'11 lJut-lbeSuJjcolilmiUee ,mnke~;,no dis-,
tin~tion, nm.o~lg:,_~eIllbers.qf,the prl'rRte ,sector. 88 to, size. ,It ',·,is not Inconsist'~n.t
with the basic objectives o! NA)1 policy oIi this score. . .

'~":hat:~H\.r·ey-~nt'_lallr:,bt'!;n 'f".lhjE.'~t of~(l;O'f;\idcrah.lecontro'·('rsyln S. 414 nr~ .:the
pr'o~lsi,tms,in- sec.20~~, (H~et\frri, ,Of' G'ol"ernment Investment.") '·These -pro\"[Blon~
~Olild,reqll1re'~aymelltsbaekt() thp g"Dvernnfent hy the'cOJl:tractorforamrl1nt~of
m(me~ thn;t ,the,go·v~rn,lllerit·initiaJl'yinv~st~ thrQllJ;h··the.c0i"ltractTh.e. con..
tra<;tor I,s :n~rn.tl~t~dllcert~ifll~Yel,of ~~omrnerc.jal success u{'fore the pasments
baye to'.b~;~naJl~-'~f)thefNlernl'goYernm~n.t.·

We.,can: uriq~rs,tnn4, tllat·, tliese'.llrdyi$ion~;lD~.:V"1e'eprcsent'iUi'liU("tili>tto ,cori'Q'ter~
n~tJh~ ,i.ne\·itn:hle'~~l.nr~es,of criticsof,sucl~ p.roposa,~s,:n~:are ,contained t~Sr :~,1,;t.
tb:3:t :cflnr{',yinJ;:'f() :~~nlr{l,ctorspntents",7:1ghFS ,In'.federally, .funded' projectS' ~,I'e.n·();
InQrp. ,than :,a "~i'y~n'wtlY':' 0.( :1;{)Ye,rhm,l'Ilt prop~rty. , " ,.,:>'

Th~ ,int{'nto'f~1\}.f', IJ()Jic~: 'Yonld::genf-l'hl~y ~on~ict: with. such n ·,I,lpnY'hlJ.~,W~-­
p~o171si()n~'\Ve wpuld. SC~ f;'lCh pn:y,men~s,asnot,o,nlr, u' p~nalty ,ag(lin~tth~"''Pa'.~~y;­
,vining to inv"e'~t,lnnl1d.',COmtllerCi~li?e,mI. 'l:nvent~nn' hllt c~:mld,weU(!I:s~(}~r:n~{!
the",'coll~jd~rahl,e,:l:'ff0rt:' co~t ,l\:~(l,risk, ip."".oly.Nl,', in.'·lJrlnlttng ;invchti~ns'.:~().' ~b'~
mnrk;<,tlllf!t:'{\ ':W.e ,~()'lllcl,1)O~~< thht' the ,r£'n~onfor ,the, oriA"innl' ~OYCrr:H:t]~~~·~:·,
~ontr:lct'h,r1:d,h(,f>.n;j;u~ti:fi'(':d.:~or.:,t.lJe.lwn~fits'rMe,i,e,4·u:nder.the' c~ntrt1et,.itF:,elf'JIJl:~'-"
.tll,pref()r(>~:: (he goy,prn IUpnt'~holtld notJH'('.~l:thefniclitiml:l~hen"fits ~~OtJl :~hnt;c0ll~
tract, renr(!~pnted.~ry ,the :return",ofinv~>~tfl1ent-.insUl)contrnct to .nn:lnno~nJOrwh()
would.lt~e:the'-in,·ention~.TheT('nl,'pfl~·llQcKi:~ the Federal income tnxnut.(r.'
ma~ieaUslevicdonthe profitsattributnhle totbe invention.

BU1.L\f:ARY

In, summary, til\' 'XA\r, wonld gpitf'r:111Y~llP!,ort the"Cni-n~r~iJy nrlll'$n'tnlt
:nu:"in(,f':~,Pnt(,l1tPr()<':f':1nrc's, A("t (~. 414) n~w(> frn·or any r-:onnd l('g-j~lnti()n thnt
i~ nim~(1. ('Yc-n in lKtrt,atbr-inginJ;'Rhont a 'coordinated, nnd,unifiedgo:v'e;rnment~

widepo1i('y~, ... ....' .... ." .," . , . .,
l.V{' n'onl\'l ~tron,~lY~llpr()rtl('~slati(mthat ~('{'ks to hring patents d'etiv-ed>from

f('d('ral1)"~spnn:"nre(l rpsparrh f1n(l (l('YPlopnwnt pr()~ramg into the private 'se-ctor
so that the'S can be COnlIDf.>tdalizec] to.thc hen('Ot of our f;ociety U'!'; a whole~

JIowpw,r,. wer('sp~dflll1ynrge yon t() hrOflflpnthp prcl\'jsions of ~.~14 to
enc()mp:)~~ nnht1sin~$:s{'nt.(',rPI"jses.wllfitet"prtheir sizp. And. we, :\\,0111(1 r~()rn~

mend that the proyisions for return of ~overnrn~ntlnYestmcntbe reconsidered
:l$;. he>ing- c()unfcrllfoduct.ly.e to the Jnuclahle policies and ohjectiT'f>s of the.
legislatIon.

I~fPRO\'I~G Isxo,·,A'fIO:'i IN TIlE U~lTF.D STATES: A S~fAT.T~BuSIXESSVn:W:POI~T

(A,St~t(lmenttothe Cnnf(lT(>I1f'e on ~mnn nll~inf"~!=l nnd Inflm:;trinl InnOYlltion:
F(>clprnl Poli<'~· Prioriti.p~. HpJ(l ,}:lll • .!~!i, 1!l'iG. hy Hnrnl{l K. Lonsdale, ,rrpsi~
~h,·r.t.nend'Resen reh. Inc.) .

The ~l'l('f'f'~s,of'thp Amerirnn .e-rDn'omi~.~'Y,~te-m lsdn€' inlntge Pllrtto fhetn·
('i>nti\'('~ n~Hl rewards tll~ $:,""stf"m proYide~.Ed(lpn('e for, t'hh; ahound,!'! :R.{',()m~

·p:triJ,;'),Ilof ,th(ll fo:tflndnrd, of Hdng. in fhp,Unitpd Stntes withthnt·ln relnU\'"e1r
fnc(>-Ilt.i,n.~l~~sRu~sffl 'Pro\'"id~snnex('('npnt,exnmple.Yet•. the· inr~ntil"ef.:ystem)~
onr('ol~n.t.ryi~oIlthe ",nne. ',\Ye !-1eemto,hefollo,,'111g' the pattern ~stn,hH$be.ct,in

EnglnndWh,er~>In.inc(>ritlye is ,~ll"in1r ~n.y t-p' sr,cnrity,:\{ost Amerf('nnln~,~I~trlf-s.
now '.Pfo\"i:rle,to: nllot ·the"lr pmployees ~hil;t onrewoll1d>hnye ,bffi'TI '('(lP:sI~gr~
cTnd1p--:to:-~ra,(~F;PC'tlritY:~fcdt('a-l plnn~,pen~ton,plaDs, arid tllelike.. 'Wl1n.eittu~re
ismu('h~obeAAin fQr such se€urity.l-t does n?t-',brced the nd.-renture.s()me S:pirit
1hnt .. ~ot .n~, .. ,,·l~~~n". '\1'~, are toduy..·Witl1out reducing our.·security,we ,sllould', :re--'
stor~ nndEtr(,l1~thfn the inrel1 ti,ve, srstern~

A'J"p;,t l·hfl.sUon 'of oin('entlve in· our (',oun-try 1~. the ~muH, n~w bmHIl~i;itJlnTtl'c~l"
lrtrly .th~ ",~\\,higl~'.t,('('hnology compnny.~.,Our.lnnovators frequently .. s:h:lrt,~r: b.re
d.rn\Yr.to,.t~lc~e hl1!;fnc!';se~. And nnt}l,.rl?'cE'nt tiIne-s at l~nst,.th(>se.~usi~es~s,haye .
heen inordinately su<'Ces.<;ful, Inllll,rt be<'ll,useof the direct re1n.-tionsl:dpbetween
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~tr()"t lind reward. Th~ "o-culled Charple Report' i. replete with .exampl~"
lllustrnting the .fa.et that Ipdei>elld~ntlnrentor•.or "'Pall Ram! D tir'P" harelecl
to. -a. hIgh1t:.d1$.(II"D.portlonnte ,share ',_ of -:_t~-e. impnrtant _Innvocnti,ons" of'.,the ,2hlh
(-eTltury.Thi~is almostJlnil]n~IY__~l1:·~m~d?an, -pb~no~H~non. ltjg, exce~lngly
~Ufic~It-to, oegin, ll_~~h -tcchll0Iogy~Omp~nles-_,~11l1q!\tD:pr~y1j,gre-e~se:,_hl-:dle ~·on<l.
,n~ ColI) .t'ufe,lyconchlde ,tl.n.t_t.he[1e)~a.Rtrong'_corrc~ationpetw~n-thcstrength
otp.~\\",biJ:dde(~hnol(}~.rC:9'HiJanicBnr{t:ln,l1:()YntioIli~ourcoun.t,ry.." _ ,'_:'-.'

SInce t:~le S¢C~nd''Y0rl~l- 'Vnl;:the._~,eliesl~:'~Il_d-g'r()w.th.-_otth~sen~w- compu'nIes
~ollo",c,d a.similar pn,t t.~~-J;l:::"the in.\·('~.t()l""env1sl()ll(,~some new ,pr0f!tlct,.pro-cess,
ot'serricc.UntiltlJe ~:i.rlYYJj~'Sthe i~l\·R.n.tor~~u}(~'intere:;tin~est9r:s.jllhis idea,
rnjse'capitnl or .gIYing up: some ,~fJ9itY,'.hiH·lcnC,\V 'cnterpris(-',nn,d. be on, his \yny~

llowc\t'f. ,tllr('~·factors,b,a~·ecdIllHlf,!tt;I.r:alt~r~d.. this 'situat-ion. in recent .,~en:s:

cbange~. ill t:r:\: laws, ,di:ln~es. ,i'n §~9.;rf's:uJaJi{),ns'g()\~e,rnit)gt~le,~1lIe',ofsbnres
in·new .i~su.es, '~ulu.hlfIuti,ot1~ ~t}~no\v ,virtually.:impossihi,c:,y) fi'lldyent~lre;.-c~pi..
tal; ·fi1ldtt. is,' freCJuenUy:::ne~~~~qry,for"tl)ei:nv~Jltor ..·to,.-reli~qujsh .eon~r9l-6,f his
e01lJ-puYly to fiCQl1i re· the·. n~(>ss:nr:y,:~"npltitl,·.th u:sr(>d~1('il1:; lJi;S, 'i-ncen t,lv,e.~", 2 ~::)~p•.
c~asi ugly~· therefore•..'dr~s:e',~ntrep'r,e~lelfrs" :-nre tn~nl~l'::: to' ~:pe' U.~.'(}()rernin('nt
for ('ont-r~ct It nmlJ)'fllJl(I~,,_tn'()rderto.s'tl~t~i~,.thc~r,'?r~n~17f.ffons,.W:bQc.they
try ·to den~loptll('ir'idell~:in~~r~lally~. At'ue:st',tJliS'i's ,n.·.,Ipnct(.~,I.o}\"erTtnt~:'~~:$UC~
cess; R1I,tt-he 'prouahilittofsli~~ess,.It-;:lllso, (l,.i'Ql~.ni"sJi~l, 'hecilusc. th:e,(](),~,er~ment
USlIuUy ,insi:;t.s ~n oht[lh)i!lg:,hat'k~-ro~mdpaten~ri:~QJs'-lrefore ,Il. coil~~::let.'n:~\~a-rd i~
l1un10.4 ·111', tl""~~dill~ a way '. th('~,e,)ateq~ .ri.~bw",:the'tiJr;l1Jeghl1<?J9sY::sqWp,a~y:-surr9rs
u serious hl()\V ,to its Incc:nfj,~e'. Ye~li'Jl~. thc:dg)rts:"jn.;th~.. GI),'·-eFnJ;11~n;t,s-~ems to
do no (J~le an~~good.,\\]lcrcdoes tlIislea '-e 1:1S? Consider ollr firm, B~iHj Uesearch,
fiS fme~-ampIe.

B~'ndnesp.;lrchwas st.3rted in 19,:> 'u.s 'n contract n'~:nd Dcomp:in'y.""edicl
not st,art with n_sing~e.new.ll!'odU<~t/lJro('e,~s/s~or\"i(~e,tooffer,.butrntller .. witil a
number, of :.id('uS- in~eY('ral'ar(>as.,One,oetheseis, n';De\"\'method ~or ree(}n.~rin::::'

nnd c(Jueentratillg'111rtul ions :frOIllSqlutiouf<"1:'proeess expectf',d t()find' appli~a·
tion in extrnctive- metallurgy, pollution control-and elscwhere.. ,'\~e c~U·thh;proc­

.f·SS "cnnplf'd trn-nsJ1oI"t".',As~coIHlnrca.in \vhichw(\' arc in the('arl~' stages. of
iIlHO\'atoll iscon,troHed' rel('ase','>,formulationHOfbif)l?gieaUy~ncti\'ea~('ntg: p~s·
tidd-('spheromo,ues,IJ.harll1aCC\1.tj(,~1!S:;.and 0thcl:' agents~ Despite being highly
lmrJercnpitalized, webn\"~,experiencedn'4Q% nnnu:ltgro\fth ,ratE', typical of
)·Ollng, high teelmology compallies;6 Our principal client is the u.s. Goverhment'l
·hut we .:uesullPorted hy prh·ate, industry as well, by firms in the United States,
Japan. GrrIl,l:tn~",England, anclelse\yllert>.

C01J!;iider .the "coupled .• t~allSp()l;t"- .process, -This. id'{'-a., was ('ouceh"cd ·of .by us
independently, hut toobtaiil Goyernmentsupport f.or its de\,-tlo.pmeIlt we 11s3i~ned

our ri~ht$ to U.S. patents ~to' tbe..!JoveruUlent. lYe were g.rante(} foreign rights..
Ko,,", afte·r three ~-e:,rsandse\'ernlhundredtilOusand dollars of n. a t1d D effort,
tlte process iSfiPl)fOaching'prnctical fenUty.. lYe ha'~eexplort'd cOllllllercializa~

Uon with more than ten U.S. companies, Illost,of tllem in ti.e mining industry.
Not one expr~ssl'(l strong hlterest,llriucipaHy because we could not offer th('m
exdu~h'e rights. "'c buyc found one interested finn: in Japau.>'Ye fU'ein posi~

tion to offer them patent ri~{hts in tllelrCQuntr~', nmI the-.r liu\"e taken a fa,'or·
alileaggres:-:;ive position inth~ir pl1rsuit()fcolDmercializ~tion•.. '''._,"'

If this' case cun bctnk~na~ rt>preseuta,U\"e, -it l\'ould appeartbat ,the".present
U.S. systemencournges export oC.ourt~chnology,.withi~sprobable,ultiil)n,te, re-·
tum uuder a foreign, IaIteI. There is a st:raigbtfonvardsolution to'$is problem:
grnnt.tn the ·illveutQr s:omeforl1l of'exclus:i\·eI;;~S.ri:shts,per1UlI}S.ines:~fia;pge ~or
a roynlty,.'rlle im'entor ('lin thcIl0Q:c-r l'xclusiyitY,to.U.S~firIl.l~or'p1,lrsue tbe de-­
velOIJment Jndppendently wlthventur,e ~apitnLTlliswould 'kee.p the luno\'ution
bere iu·tl1eUuited States~

i.·'Technologlcal In,hO\·nHon: ~ tsF.riv,~ron.ffif"nt nnd ~ranngement,U ,Depa.rtment alCorn·
mer~,··1967,Report at the:~PQnelon -In,ve,nUan'an~'InnovatioJJ,

s ·'Hr()ther.Cnn'YouSpHrc"$l:()(l::Mll-ll'on.":.I:·~orbes. No,'\", 15. lUn;,··p..22.-'
• "Rf'J!Ort or ·.tb.e SIlA ,TIlfl:k.·F0r-c,e' on,YE'ntu.re,il'nd ·Equity Capital!ar Small BusInesses,"

U;,S; Sm,au Buslnes8 Admtnlstratlon; Jan..·1977. p• .13;; " . '
,.AIl-. t:ncourlll:h,g excel"lion to"tl,llii: rUI~ ill tbf'! rc~ent:ly Jntr91uced Sma:U:a:ush:l'ess

I-nno\',R,Hon Pr~gri1m .. ot· tIe ~aJI()tlal.·.Scl'eD~e.Foun~atiq-n",,~malli tech,no.!oglcal'companlea
!'lw'srde:d.gr,U'D.J6 un.der t~,I!J. f>.t;.o:g-:.r.~u" w.'-ere. 'B.:UOWcd...•. to- retain patent .·.r.1ghts '()u ,tb'e.lr'1~ve.n.
tiona In ofiler toattra'ct ootslde'.caDltal~ '. : '.. .'. . .", '.' .

:l'·Tb,p. HHleot:r';e-w 'f(>(:Jml<:'l\l Enterpr1sE'!'l: trl' tile' U.~,:iE-conom.y."ARel)Ort-.q-t,the
Commerce Technical AdvlsQrY'l3oard to ,the Secre,tar.Yolc;onim_erce~..Tanuar719,76, p; ~
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On. tIle other .lele o! tIle coin, the p(>licyof ve~ting lJatentrlghts In the Govern­
m~I~t.t~_ ,c,lenrlY luetIective.S~H;nvJ] In:Ul~-~,~tached,~flgu:re.js a plotofthe._nlimb~r ,of
G,~ye~I~,mjjeIlt~o~ned, V.S.. ,p~t~nt~ ilvUi!able,_fo,r~,Hc~n'sIng,-arld,ttle'nllmb,e:r_li,te.n~d,
vs·tll11e, . UtilIzation of. tllispntented tej,llnologylla"been. 111Inu"cnle.· T..eastlJan
JS%pf tl1E!,,_puten.ts ftVailIllJle f()r_li~f:~slh_~,',llJlV:~ b~en li~en'sedELUd-tp;e,ml-ml>er 'of
U',.~.",pa.ten~_ Uce:n~e~ ?i,~_ not,inc~e~tsf(.~n,tlje:,l\fel1~_ ;rear"perlO<1.. 1003jl{ri5...evi=D
tIlongll thennrnher avallnlJ!e .. forlicenSingdimblecj in. tIle sallie p.enoel.Tbese
.t~c,ts.w~reno _doubtins~ruiuentDJ)'~,the _cu~rent n.tt:~mpts'i,n the t1;S.'Con~ress"to
drastlca!Iy niter onr patent policy. We refer hereto tlleso"Clil;led Thornton.
T~gue bill, li.n. 6249, nnd thebiHintrO<IlIced by Senators Dole andBayh,'both
IntrOdliced In the 95th Congress, U.S;Piltenti>0licyJsalso one of the SlIbj~cts
bein;; taken liP by .the CQmtuitteeQnlntel~ectnnli.'ropertyand InfQrmadon oJ
the ~'cdetaICo~rdlnatingCollncilfnr Science;;Engiliecrlnll'.i!n4 Technol'%Y_ We
feel lbilt It is hestto vest I>!ltentriljbt~luthebands of inwstors atld devell>X-y"'"
thQse veopl", whobave labore<lWitJj.theld~.fromthebeginning and wbQ will
bes,~ ,chaUl.~io~-Jt8,~urtberd~Y~lO,i},m~~t,n.:ti~-eOII1me,~ciallz':ltlon,, _' " . _:,_'_:~::,':'_-'

'l'b~re areother"vayslll Whieht4en~sSMyhlcentiveStQ the entrepreneurs
.c9~:l.d~h~ estn~llsJl~~ildstrengt~~n:e{h:g_!?C1~-;o{:,:,t~e~,.are auW1y:, ,descrihed i'll ,(he
~~~rri~,nep?rt.tr·II'pUrowIl::"Ust?~,-:recoml1:lerttl~th}ri,s,of aids t9-tbe hl,Qt)v~t~\'e
;BmnU;,b:tl!;in~,ssjnc1u_~e:8_the:f:oUowl~g-:'.':" : _,_: _ , ,_, i,', " _ ,",' :',:.

(1)~lilke 'v~ntllre capitalen~lertoget. FehavehrlellyrouCbe<l on tbfs'~t>­
jej,t. a)ldlt Is fUlly explQreele anele .several cllSeflll"remediesnre pr0P<JSecj.hrt~
Norris IWPOrt, ." .... -. ,"C\i" .,... '. ...... ',' . "

(:alRed"ce the number "nel complexilr Qf gOV~rntnent ri'gil1atioM thnt "midi
'busiri~sesxnustdealwHh.Tpe,:~()rtis,~port:81AA'tn~atsthig'Jl}u"tter. in-a ,c:rea·
ltiye \VllY;." As I1;ote<l .. tbere, tbese,r:egtli~~i()llS 'do':~al)' :qur'Vn1vable mnnaiem~t
¢Ime.and WeCiltl Ul)affor4to.createagQvertl.111entnlrairs ofll"". (At Be-a(\ Re­
~rcht'we-'were'in busi-ness,.f;o.l" thr~·yeu;~a,'~~ore;,·t11~:nulll~)er' of (mI" emp~()yees

eXCffiled,·the 'number, ofr~ulatory,~sters: ,OIl our, 'Pt1,U~titl :,:b~Hlrd.) ,Dr., Jer0Ine
Wiesner, presIdent of M.l.'}'., summarlzed.thesltnatiotlnl(ieli:r~ntly: "What
weneed;',and'what th~ countryno\Vueed,s, is .regulJlti~:m.'of'regulatIon." II

(3)1\.110'0/ 'Us~o make 'aitel18:()~flble,proflt-,on: qOYern:nH.·nt contrnets.Go'·ern·
ment agencies typiCilUy petmlt 7 percent Qfthe prjce Of a contractns a "fixed
teenor profit 'on Rand Dcontracts~':T):J.e:ydo l1.Qt ~yt,Ol"int~rest on horrowed
money. However,it is necessary to borro~money~ause.th~Governmentpays

1narrears,byanything from30 to 80 dllysinour el:perieuce."~ithbnnkilft~r.est

rates now well in excess of lO:percent, :we are leftwHh precious littleproflt after
serVicing ,Oll!" debt and afteT,'othe.r,necE$s.ary,btIt·unaUowable expenses nr~ paid.

(4) Allor the .above issues combiDed.".bowe'·er, ar:e 'Gctequnl toourneed for
U.S. patent rights. Granting liS tIle"" r1ghtsn~ not be the "federalgi\'e!lway"
progrIi:ID that bas been charged. 10 A ~salty. arrangemen-t"could,be wor-~ed out
whereby the Government Is Ultimately ~eirnbl1rsed for. Its inn~stment.Why does
the Go.ernment .support n, nnd Din th,~ tlr8~'()lace?.Exc!udingour. d(~t~nse.r-e-­
qUlrement, it does this·presUJllahly ,to st~Dgthe:I1··tpe.American· ef;0Domy .. tbr.9U~h
the deve,-lopmentand introduction ofuew ~ecl1nology.Theprlncipnlretnrn ti)
tbeGo,ernment Sho111dcome fro,lll, tbe incPmetnxes~i~by the new industries
it ,helPs to create. Tl1ere·.ls.no. re(lso~. howe-verfwhy,n)r-alti~(;Ould.not· be paid
to:'supplement this internal balance of vaym,enta. Tile aUerpnttve to uii~wip~ .
'6IIl~1l- innovative .busInesses gr~ate~,,·patent rights, in. our:.oplnJ9D, ..i.EJ.~ntinu~.
flight of )lew technology awaytr0I11 ~ts lnvento," anel their principal suPWrwr
(Uncle Sam.) and to Ollr foreign ec0l)ornlc comPetitors. .
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ACQmpnrlsonot tbe.{J.Sposition ~is·a-,"i!'l its prInCipal free' market competitors,
Germul1:Y Rnd Japan. should ¢It'cm;,pause for soIileconcerll.

\Vith reference to Table I we can 5t'e' that the~e two,,,roun!.n('$.hn."':c.proMr:.
tioIlntely' out~p{'rfonned the UnHroSfates oveor the past tenY(>~r5 ,toR. con:"
sld(':rnhle d~;!r('f".'T1)plr:GXPnnd'exportslm\""e rll"en,:8t co.ll~I~lentlY,:hl~berrnt-es,;

In relatfontonn~nn~or Payments thl'troutpertormnnec. or tht·lJ.~. i~ at-IlrtUnJt.
Tl.(',i~ huv('rls('n' 8ulY.1'tnntinlty. Ours ~lfl\·et:lk{"n n no~("dln~,froll1' :n1toslti~c'$3
blllion in 1!l()8 loa Woeful nq;alicc balance of $32 billIon in IHi8.

TABlEn:·-{)lllMPORTS

.Ttrii:xOLQCr CUAx6ES t;'{ .iDGSTl'l.'f

(J.1y Walter Larke Sorr;, President, The Xe!acolllm Gronp).

I~p·pntlrnln)re~I~t.e"the lri\~itnti(m ,to' ..he, :roi,1 r~i'i~~t t~,dn,~~ -Pnr:',n: ~~{orit, .mnny
.rc:.'It:s:the 1~{'1l- S~·st-e~lIhas'hp.Nl"vIle of ple:mnst hnport;lnt .rincl::r('NJ,.N;l('d,fn'nr)\~a~
to~'ott~<:hhOl.ogy,.Jt~,contrihi.1tI.on!-;In,lhc fiddof ,eomrlliluka ti,nas 'flrc' h'~~,II(lnry.

There Isgcflcrrtl :agr~_lDentthat: the gre'atest dP'm{'stIcchn,nenl;e:fndn~-our na~
Han 1.5 JDjl11~ion,~_':I;bere is further n~r~_rne~t t-h~tthepri.lciJ13,1.cnps(>sof Inflntio(l
ato 1. undlsci!lllned federal Rpending and 2. underproduetion of the !,oods and
6erl'lces-_tl~SSary to'sllstnin, renl ,e,l:on0n1icl;rQwth~l\!YIll1J'Tl~S_e,t~1{I.r-ts19dis..
cu~a l)nrtinJsoluth:~1l toonc,o'!:the, inllatlonnr>" en,\Jsc~ri,rl(1~rpr~9w~tlo~; '::

?~\·erfji ng tlH.~d~Hneot'onrn,fi,tlon'~ producUl"ity, wll1re.qltlre a,'t;h()r(Ul~h,!>v~t~
'hnul:-o(. C),ur !l!~"tlI~tory. ,s~·sh'm. Tld'~dn(>:o( U'1t,lllcail. thll:t'\·,~ ,~h:ouh~'rllint\cl(jn,11Hlny
\\~ort hYJUlrpo~es '!':e'rt:cd' lIy' cren Ui;C, rl',::qln t i{)'n~" ~:l(,'nnin~ l~Jl~Ol1r~n\":i,rou Ipent,' in ..
au ril~g 1.Iigh·stnndn rds ,of" plant '•• sn-ret.:~·:,ilrQtcctin~'" J 1),e,c()Jl~~I,U,l(! ~', Jr,O'lI~, '~lur-m tnl
fOOtlsluf(:-:., urtlJ::~' nOll, J11I~ 'lJli:(·-. ..n:-:shrin~ 'oJ,porlH:I1U:i~s-,t.,r ·fair, fl:lnplll~·rnellt ;'," ,.
th(~L'11N'd l1Qt:,h~-,nll:l~do'lll'{t Bnt,:rfltiQl1:t.lity' mHs~:PJ~e:\'n;i1 to''lll'plt'cttbe,.Amen,;,
cnn'l~~t)lenn<Jtlielr.,I~d.u~trie~f".~om~x~e~iyel"rJ:ul[lti()n~,: ., ','

Reye:rsin,g-,th:e. ~eeliDeof" ournath:m's' .IJrtJtlucll,tity, r.e.:ll~l ~eR':l'11,Qf(>rtifl't)r'ht.our
t~x'-~p.;tl~,IU.·~'Crf'np,vc' tu"~iug,systcIil'Is ·!ieeCssa',rr' to:,;;~l1e~wr,a:ge",' ill vcs,P:l1cntin
A1Ilcrlca~,~llterprise~ '. . '. ....:.... .>" .'." .':'.:i,,"::;~;':::'<

nevei!::ilng the'd~U-nt!'or our natlPD'SProdtlC,Udty nlso req11l-r:~S'::A,{'~~n..tI:\7e np_
proncb to lJ('Uer u.tiliz~tion ofAlJleri'('anted~nologr.~.' ~,~ Is f1)Js: 11sp;~et" of produOo"
U,,:ity which is most. re,ndilysoluble and thesubjeet, 9tt(l(13Y~St~1~~11"~lon.

H~~nlln~st:"nn,Yfo>tnntlnrdoft>eonomi.-. mcasurt'ln('qt,:/,~ltl'!,':lII,~lt('d'S"tntps1s in
serI(mg·. troullle-:-nnd 'e('()lIomlsts ·forecast a worsenin~"'economle,.n:i3Inlge.

l!cm. """orltl asp. renl r:rowth ,,-ill decrC'3se.slighttrfrom 4.a llert'ent in H)7S'
to 3.HJwrc('nt in 1079 and l~}~O nccord:ing to n recent ~tud~· II)' lhelL~,(,hnmher
of Comm.ercp". The,~nme~tndy nr('diN!-' tllf: 'lJ.~. ~ro\\~tI, l.n:~;:,\'P'will(Ic<~lin(' to
2,8 JJereent nnd2.2perC,entin19S0. T.lle more Jles:.:imi~tic('{,)prtom-i};l~'urepre<Hct·
ingthat the l.:ulte(i Stntes willexperi{'nre zerogrowth In 19S0"i'

TABLE I

1.57
1.49
2.43

-n2.03
+9.83
+5.95

l; 054
3$3
721

Perte-nt ,A, pe:rce-nt
IncfUSO 1973 G,fip I

31, +13.02
llJl +2.63
t53 +2. '"

BaJariteof pa...r'nents
(billions)

Percent --'-.7~'-'"",-
InclC3se' 1%3 1918

\33.01
9.10
2'-3

;:z;~

i~'

Merchandis.e exports
(billions)

189
4"1·
8g

CQs't:(bIlUo,t1')
Pe:,~ent ---c=~-7-0-:::'~

locreJSG 19&8 1918

7.8
2;,7
5.3

Percent
1978 Increase 1968 1918

11.752 32 S14.'t) SIt3,1
.1.58 " 1\.9 142.3
• ~78 95 J2.97 9l.7

2.7
t9
2.8

1968

GNP (trillionsp

$J.337
.313
;. 297

,B.,rels/d.y(milHon'J

1968 1918

'Expressed In 1975 prkes.

UnitedSta'les •• •••• ~~
Ge'rirl3i'1y ••_'. __ •__.. _•••• _
Japar._••• ._'~ • ••

lJnited Si.lltes ••::_~ ••".....
l:>e:,iTlany .~__• ~~'''';' ::..;.~.:-
J~pan.".~. ._.;.•••

-
'EXpensed I~ ·lS78priC:n:.
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..

u.s. procluetivity'hns risen nhout '2% a yea r !':ince 1!lGS (Table III l. E~u:ltlng
tllis inc-rement witb'nr~opulnt.iongrowth a'rer~:png INH-l than 1% telJ.slls that
ench AIllcrlcan is somewhat better off today thnnhe was in laGS. Tnken'}n- isola·
tion tlliscoutd he sie.wed as, amodcstlslJcaHhy sign. Uowen'r.u~llen we com~

pareourprodnctivity gnins\yith our compet~tor$ we again flndthatwe,u,re not
(]olllg" Tery w('ILF9r {'xample, Japan's population rose 1.370. Its productivity
jD('rense nverngecl7~2%...-,_

In summary onrf'<.>OnomIc posture ns m~"3~\1r('d fi,:rninst pro(]tl('ti,Hyi~ not
I!ood and Is dp-stlned to worsf>nnnJess we: tn,ke <,orre'Cth'e actions to stimulate
incrC'used prOducUon-aud soon.

TABLE IV.-RESE/;RCH AND 'O'EVElOPMENT

i

II
72

Percent
Incr'eJs8

19£$ 1978

2.8 ·2,3
2,0 u
1.7 2,0

As percent of GNP

Produqivlty ~r unit
of POP.~,I~lio!t,

ISS1S 1978 1'%8 1918

200.7 218;~ 16, t,2 18,064
59:5 61.3 5,596 7. 53,7

101.3 1I4.9 2,932 S; 030

1l,7E2
~ 4,62
.578

CNP'Wiman$) Poplilati(ln Jf11illloi'ls)

1968 H78

11,337
.333
.297

Ffp.tnJOGHto .nn.~ tllC -'Unlf('(J,Rt.1ff'.s i'nl"('st~d $.300 tlilJlol} in n('~prir(>h,n,nd
DC'l"C'loprl}pnt. This eonttihl1tf>d,to n G~P~rowth of n little more- th-a,'tl $42;:; hUlI,on.
(Crom Sl..:{at trHliorLto.,$1.7G:!,triIIion). l)urin~ the-same. ppriOdGC'rIlla:J.l. in~egt..
mNltiIJR.&: D fiIlproximnfC'd$$'i lJUliOli.Hs.G~Prose $13.... 1dll1on~.T<lllnn·~.n I.~,D
in\·eshnent wus nh()llt $S7bJ.JlioIl. Us eX!!- 1nc.reas,e wus .$:?81 bilUo.n:';

Alt~lOUj::-b adllllttedly,u. w~ry 'crnde measurenient~ it i,s"not, nnr(·nll~t.~c'Jolook"
upon Jl.,:{.;.D ('(Jstfi,n~·:tlle In-rf'~huentn:JH1- theitm-n'nse of q~P ten,~"ell.r~:J~~(>r,~.s
the. retuf;poninv,est.mrnt.ll-ere w.efind tlIatt'.(lt"·e\~~r-:vdollar ot..u~,S,. 'l.t,l~~st~,~p.~"
in ll-& D'on'}" l-hepa~t !~nyenrsttsr.('tl1rn JR. 11 Cl'nts~.ror,:Gi..'rmn"n.r, ti:i"c~nt~~'Rl)d

f0l" Jtlnlljl~~;3t~.Ar('tur~'of!)(,N1tS on tb~ d()llp~from-llcnuritrY:'··..b.lYll :J;~:nef:J,t~
tile t~~hll"JOi<Y (or the moon shot! Clfn~ly sOlllethln!l fg w./'()"!:',. TMprqh\em. III
m,)~ opluhm.4oe-s notUc.h~ tbe:" p-llloun:t almoner we are IUl",e$ting 10; .ll, ..& p~ ~a.ch

'l'ableII llinPQlnt." hasle probl~mwitl)wi)leh"'enre all 100 famlllar,)lere
lIgain ',.tbe UAlt~>~ ·Stu t~sl~:tr('r'3. fro.u~ ~~,,_uIlfa'Oorntlle eomnarison. It Is'·fnt,eresti.ng,
to note thnt thepereelltage rise ineOIL'Ulnp!ioilof 011 b)' Germany and JapllD
m'er n ten year sMn clo,e.lYJlar~lIel.their riReln 0)11'. ('(ahiell, On tile. other
haud;,,'hlle II'eU,$; ,,'as experienelll!l a ox!' r.lse o.f 32%. Its 011 ImPQrts r~Sl)
lSU<j{, undeost."f that oll rOSe to "st",g~enng$33.blll1onin IU78, slightly hh;her
th;:Hl,it~-,{l('flcf~bnln,u~_eofprfymentsof_S3~ bjl1h:m~ lftJre United Stntes. w~!i"trta:ily­
f;"elf~suffi~h'nt-we_C~ll,see that,in,lD7H we wo,ul~,bnle,r.ecofded'a,tnod~t,'b:lln:~c~
or,pnymeI1:t~,SUrphlSpf nhou~'Sl,1Jilnon~,nutcv('n,tl]cn-onr bulance'of "paY~lleDts
d~r~ngthe,dec:ade ,yohld bnveoeclinPdbS approxinHltely, $2 lJi1licH~~ Thi}l,sug~egts
tbntJt is too .shnp!istfcto.uttl;'ilJute til) of our 1)re~entecon9UllcdI~Cl~ltles t({Jllfl
oUcrjsi~~"AJJen!itsOIn~.()r,.th,enn~\\·('rRlfeelsewhere. ,', '.,' ',', , . . , "

Tll(!'bn rd, fllctfnc:in~ 'IJs'iS thnt:tl1~ 'oil erlsi~'i.~ n'q-t 'gQ~n~ tC),{li:~npI)('.n r.,.lJ'-Ol.4
con~,Hml}Uol'l flnd,-tbe-prt.c~ t\·eparto«)l>J;;(J,ar~predic~ed t()r~se in the J~re~.r~~l'le
future•. 'not~,·ithst-n mUng",co~~er\·nt:lon. ,lIl~nsnI',e~, whlcl.ltll{!, A<l~nJni~trntIop.,. :"~"S
trr:1.ng to" etr~t~ Ail. .thl'rJA'S:beln~ etunl ournegnth·~)~lilnnce·l}f,I1'l~·rn.p,ntA,'Yilt.
r:ontlll'le 'f.9"(>scplilte,,ftlrtber' contributl:,:K to the' ip~t[ll!Illt:y of the:, d,Q,llqrlmfh·nt
~om.e :l,nd InworJdmnrket:~.We .Cll'~In()t ~outlnue o~' th.ls,.l}:C~l'i~nt~()lIr~e:\"(~ryrnll~b
longel". ,vlthpl1t: COu,rtillgee,OnoIU fe, di~(lst'er;' TbeUnite4·St~tesinus.t bC'g-hl:f~ t~:kt:)
menoures which wlllresultin halancing'ltS trade aricounts .In w(lrldm"r~~t!!-

TAijLE iii

United SIMes __._ .:
(;ermany --------~-~ '--Japan~.'. "' __ ... ,,_~.; __.__

GNP (triU;on) (billions)
Pe/cenl

1%8 1978 1968 1978 Increase

United ,sl1tes ..... _____•• Sl.all tl.762 $37.'4 S{O.53 IUS.Germany.",·",:,::,:.", _____.:._. .33,1, • 468 6. f>6 10;7:6. 61.55
Jllpan••~ .• __ ._ "''''...:. __ "'• .:..;, • 291 ~ 578 ~.O~ 1l;56 128.91
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oUhe countries Mu(lled Im·est. approxlmafely 2 pereent of Its G~P in R&D. Xhr
d'.oefl the ~ .r()LJlpm lie i~ the, relaUye a,mounts ,u~ln~ 8p~nt.,fQr.ba~i('rt'sear('hIHI
8~lggCst(6 -U:f"1l ;reCE'nt 'nr~icle- ~_11,N'ew6w,eek,_mn~11t;i~ne. ,_~o~,~,~,-th~ .U;8;'- ",pir,ltot
ad\"entltre, nn~crenth~it~~:dry:lng· up~ '1IRstl_~ge$ted hy, ~pnntnrluH:fIi Stc:~"el1~OIl~ or
nlll lJlj'r~ouatlv__ co~vlnceU:, tlil:lt. the lLS.,-prohlem- lIt's In",lts itr~lbJlittl .,'0 ,e:rp'0iJ
t..c~h_'.tolouy._\VeaOre simpl~y not~ettinga~hi~ahan~ for Ollr:huc,k us we ,~houlq~

Under pres~:Ilt law" ~U, flqt~nt' rI~lj~~o~intentions r~&tlltln~fr(Jln _fe~ler_tlJly
f_~ndet1 rescu:rch 3J:"eussi~nedtQth~ ,gOveruIIH.-ntThe.'TC'nSOJlin,:Olchlndthis l)(l~'I('y

is thnttllc eeon()nllc h~n;eflts ,1'~ult:in~Jrom in\"('ntlons~euernt~d It)' '~heexpend~~
tnre pf Ilublic tn:~ llloHieS; ~ho~l~dellnre to tbe Lene1ito~:.th,e public and'not"be
dlrl'Cted to thelJenefitof singular partk., ... .•.• .•... .•...

Pah-ut righ~~ ~o'n~~iJ.,'"lledffkll,In~o,t.he,publlcdomnin,Theconc~Pt.,hns.fi.nt,ce
ring, lnn;ntion~,(]~\'ploJll~.tlwiththe;,.l)UhHc In.onie~. we' nre J~Hl;Sll(JlJl(theO\~'n~
by the Imhlicnnd·th.e· :Hun-ndal rewnr(1!5,&hnrcd lIy th~ vuhH,c. ,Tlwre'!"s:onlY'?ll,e
hitch to this ~()·m~elJt~.lthllsn·tworked. According to"S~:ntl:t~r:I~lrch n:lyh,:,'~:A(J~

proxlnmt.ely 2KjOOo pn'te~~~s.,n·re nilw sHHl)~ onJ::o\"ernnwnt-:~hflq~seolle(~tin~~~,'1:!S~~
l::ntoll1 thousnl~ds of, ()tller-:cJ.eYelopuJen-t,s:hn ,,'e,::not :bt..e~I:,'Vatct1 ~erl"hs. t-heg(lr~r.n:,:

m'~ilt. ,h,rtrnther,b,flve,: gori~lltlUsM:or,'uuderuliUz('(l 'R.I:mlj'lr"t'J~:nU~M,nOf~~lu~~\-'~
rfgh}S:~uld:be, obtai~~: ~lllJ:'~?g the.crlti~lll. 'de.\'eloplnept:~l pel'inQ"~rh.e,:Jn,IlJ9.J:'

.~tumhUtl~iJ~Of~l~ etlrreIit~ede.rri.l- p,%J,t:ent~.d,llce~~JngItOlicl~s~ it.. se~on(}· vrl)!!le,~
l!)tbut t11~~,JlJ::ell~i.~shll\-'~r.IO'',e;x;l~ri~~H:~or cn-paJ,1Ht:)":"td. :1U.eJl!:i-~y·:,p~tJ':JlH~l
el]trep'ren¢l~.r$ .. Thou:gh.:;.tJ~~,'iIill,!'li~,liR'H, in,yesti'd· hjllr~n~' ()f' Its" tax· dOlln:rs~tfl·.the,
4c"rolopm~n-t:(¥f-, new"qr": f~ipro¥~.d,::, tech~()19?ie'~ •. t~c' Plll}.1,i~·.l)(iJtefifs, '~pri' ...edhUy~;
been~inimat'Outpr~sent,pollcy waH Luiltplr'a: Inytb. It-.i:~· time to shflt((~r tha,t
myth. . .

.Pe<~~rnnyfl'[lded ..'res('ar~hi,Pto~~fes .. many produ:ct~ ,'ood:,polenthil ,prod~cta
whit'h nc.verr¢ach;t11¢'::llillr~,etPl,{lc~'becaJl~eth~ren:re :Dot adequate lncenti ves
to tbe-ln,TclltorSau{)·tlie'federaltigencies. iuYolv,ed t6·'se~.·thtlt 'such ·teclmc.>logy,
commerdnllzntlonoccurs~. .' . .... '.' .,' . .... . ..... .

Dnring lbe first week of JU1'e hearinll" were held on a very Imp<Jrtnnt ptece ot
leg1i.iln tion.. It is ,k~o~··n as' ~helJn~V"'e~~t~·.an~:Sl:p.n ll ..!luslne.ss Patent P~ocednres
Act.lf'pas.,<;edJnpong.r~g'.a:n(~·,slgn~,'ln~o)n.'\VJjytbePrc!ilden t ,it wI H, in all'·,ll ke-:'
l-UlOod. receive'8Ca·nt- ntte:n.tion:f:ro~,th:e,media.. '., . . .' .

The Bill,' ·S. 414.'is designed to remov,e tl1.e~o~tdcttonsWhich, prevpnt the p-nnt..
lug ofpnteIit rig'll.tson iu",entlons wbl~4 llayeresulledfrmu fedcrally~fullded'
research. In a brooder sense it signals the recognition tha.t 'theUnHp'-l Sttitcs,ua
nmatte-rot:nnttonnlpoUcymus:tU:ddr~stheue£'d' to 'exploit t€'e'hnolol!icul innovu·
tlon whleh wlUotherwlseUe dormant lnthe "think tank" computfrs of the federal
e8tllhlishmpnt~

The ~('nerRrpurpoS'e"ottheBill is to provide a uni1'6rIQfedernlpatf>D! pfqce<liJre
that willnllow bTImll bnsinesseB,uni.vprsiti~ nn(l non·profit organizations to mOre
readily ""in patent rights to Inventions that hu.e re,,,,lted tr.om federully fnndeu
gmnts rim)'contrncts.

J find th~poslth'e thrust of the lel:1slatlon partleularly appeaUnl1:. For exnmplt>:
Section 202~tates.thntuF..achnon:profit or~ftnizAttonorsmnll .businl's-'f firm

D')ny•.withiua,.r~oonab~ettme.. '.~ 'elect to· r~tnln titlf- to OJ1Y f'uhj('ctlnV<'ntton~"
The '?ptJooot qe-rel?pment, tlnnn('.tn~. Dlsnufacturtng and distrilmtlon resitles
with the jnventor~notwith'th~, Federnlgovern.rnent.

Paragraph (5) ofthesnmese<'Hon-reqlliresp<JrloctIC report!n\,: on tfu>ntiUzatlon
being 1l,lnde··.bY. ~he ·rontrn:ctor. licensee.s. or nSstgn~.:'>"Pro'vtd'('d>fe1t~~t:__nny .such·
iufor.mntJon .•. IS "not ~ubject,todfsd9~ureuD.dt>r the-Ff"('('dom ot'lnto,rmntipn
Act.., ,This, ~d<lre~e.~a lier~tott)r,e lmp6rt~,nt ,concepn.pnrtlcul!l,rly orlp\'~t<)Fs.
~hootheMVls~.ab:;;taiIl,tr:.om~:y,~nture'.C'tlp~ tal-· jnv('stm.('n-t.~, inprod11,cts .··~gl~:r~ng
from Jtov,e-rnment tnnde,dre~,3rch ftimplvbe:~au!;(>o, they lire 1.Irol'-irledno lrnll1unl,.tv
from t~lepuhUc(}-iscl()"'illr("o1:'InnnllfnrtUrln~proces.o:;~. l]]f1.r}{~t:ln1!terhpiques fi.nd
other dntn. whle\J nre critlcal tolntro<!llcln~ the prootlctto\he publlc,lntbls

,,- xeg-nrd ,It IRln~{>~n~tonntp,hnw thp:Fr~loIJl.'of Il1fnrmllllon Acti.snbtl~E:",cl,,·bv.
onrroIT-igrl. ®mp~titoT~:.1?he:N~tionnl TPC1JrltQAlJntorrnnttl)l~SeITI(>(' ma-l~tnt~~
fn~ on vi:rtl1nl~Y.nll,;lnn.ovntlon~ct~\"~lflpr~,~lt~th('"beljl, 'nf F£t<l.e-rnl ~rnnf~.~.
i\t nO~I.nnl~~t~T8,gftn,:RJldqr'f1llnnY."n·.m,()n:gotb~~~ Im~,· :\TI$r~'port~"8:rinlt~­
neWf~hnol(1g1e~~.mnkeIt~,~pth·e,reflnf'm·~nt~3.Dfl. t-h~~t prO'~ to< ~1\nlftacttlr¢
n~w ()r.rf'tln~' Jl~,n,('t:q nnr:l,,!':f'}lVwmto,Jbe U~~~ron~u~~r. ..:.. . .... '. '
...• ~ectlon2()30t t\J~ nm ,,!,f~ npJ'rored"reg fora\Jro~tln~the~ll1:hts Of.R .....11.
fTItrte-.r nr~~~I~~lorE'tll.ln tJtl~)'(,f'f:f'tytt\".f'!'tPM to, :~(>~l~\",p,f)rn.<,;tJ{"fj.l aJlPl~rf\tlrin
Rr~ lWl':ntl!:'l,fnrtorY",' ,1:n:otJ.'("r·W"~d!llth,{>h()li"1erof tttlernu:st u1lShotctlt bilU'~~r
~cllnqnl,hthat OPp<Jt~nJllty~()S'1!IleqIl\lwh!>~n, .... . . . •.•.. ..



S.e.ctlon 210.selg l1pn co(jrdilloU~g tlnlt wllhln Ibe :oel'nrtment~tC?nl.m~r<'~
andeslabUshesprocedures fordevelopll1g n tectlI!010J5!com~erdnh7J\hon prOCw
ess:::4J qloUgh ~-would t;trou~lya-rt;il~:,j~__fnvoJ;,~! settl11~uP._lI}{Iepenge,lIt en,flt,Y,

, wrthhl. CoDImerce and prov'i~nl~ .tt 'm:~r~:I,l1u~cl~e-"t9-enforce _co'O~~i.nlltlon. }1l,1~
.~tlon selSllle BIage for llle Uevelopment of. an e.ffectlve TechnologyComDle~laJ:
Izntlon Cenle".. ... _. .. ... . ___<. ... ... .

I would -i)f~rera Rome'Wl~n.t-,~t~oI~~er. bi1h, Q~r :<:9um.;('I; Hn~ll('l Shet~r. ,hag
'tIl1ldef'l)eclOc 'reeomm:~tlfJations 'to ,fIle, Sen~t~,'~tlbc.0rnmittf;~ Wll1c,b,Jsfiut,honng
the IcgISIOUol1.KotWlthstondlng,l"'ln fnllY ~npport tbe .blllln its present ~orDl'
helle<Ing It 10 be a critical first WP II} deyelppi~gaprocess 10comtIler~lnllZfl
fef,lern IlyHnnneed_technology dl~ov:erles;.l':belie~eltjS«110~_rn(),tJsIY--lmpor~n~:t~,
vOll.nlihu~inessrnen.nn~,toth~_-- Arnerfc~ri:eco:notIry,:::t'.1JoPe,~ou wHl re:nd coples
i.e the BUlwblcb I hn<e brou~ht'Ylth'l1e.lfyo~ "ul'portthe Billple,,".e get lllc
valy{'cIIUl,JJ1lJ4ke ,r6ur-ln~erest.kUo.~:n:to'01,r' __<!~ngl'e~sma~.a·nd.sf:t:l,atorB;'

AmlHmt brlIl,~smetotheflnt):l.:p[lI't:of:~YJ~Ut~,"', ,'., ",' , ,,: :,'
"Technology', tt'fin!-ircr/' Utec'hn'Qlo~y ,\ltlHz.atioD;', C)J:"~' 'ttli:'t;hn()lO't;"Y, comm~r~"l~

lzrttiPtl", 'nrc :lm7.7.wnrda whkh.. co~J1J~:"l1p:'tm!l¢es';o~-lri~~~ll:lli'rcdprofe:sN)t':~
do"dllr\g ,,-!thab,lrnd equations. thnfsp'el.chtl\eOtller UtIllt" o(scl.J1ti~e
thpught~:J·~JuC2.,Tb:lt wnRcer~nJnl:r~:yrpn~U9I1'.wh~n":~H:J~7,2,~ASA,~il'~~,t~'
hIe (I wn.~ tll(~n:wi:tb'the. omce~t:l\nnority'n~~lnf>~'_'~rlt~fJ)r;fs~:>;w1th.a,J>~-bIlP.~~l
totl.loket )~ei r .sti)f~dtechno~o~i~s, '~T:liin,->l~:. to, the'mlnl)I1r.y:__ ,?~silleS8('O~m~~Jg~
I jtlBte<\ulcln't see am llnd.\VnsJ!I(\1in~ 10 d()ahhteauc",tic shuffle'lf1lh
:K.t\SA7n:n(1'pt:ol~nb~Y"YOUldhllye:e~cep.t:f(\ra 1.ort~iit()US<liJ:l.'pn~~~tance,.·. Atale!i't~
8ss~l~te: ·of. mine, ·ThoodoI"e.!A.'ttes;,";Uld', J.u~t .. ('0Jl1ph;~ted ll,lellgtllJ'. assi~tQent
'u l1dwns n\:niJ~hle'~o study the pr0p()snt .til", relnti'rely s:hort(j-rder hel.e,~,rtl~
tlHlt,mn.hystored technolo~es developed· ,pl1rlng :'the, spfic.-eprot;"rnmn-t,bUH()n.s
-of doUn fs'ofcost. "could.. ·.thrQugh':'lic.l~nt~ttl0Il,.',"l)~rOI)l"'ertl'<lihto, mfl:r~etilllle
prodnct~<;~ ,fi'lJd,tnn-nul'ndured' sfmrily:nnd.in~xr*nsiv.e]Y.A~tba~·pofntwe felt '.v.e
mi,~ht lln~\"'(>ll Hirer hy thetn.U nndget"rtbout.th,etn~kof. dcveio.plng apro:ces"q.to
~onllnr.reinH7.:(!technolo~"At that tlm~~edld.not.renHze,thilt.we. ,w('t'e the ,on.,.
hi·gilly industrializedCOllntry",,",lllc.:b. ·doe9' Jlo.t',hn"fe:~ttetll¢~:l'l:t.pr()('css,f.or
mer,ginr;·fcflernlly deYeloI){'(i tfle.li1"l()h'H::'y;~ithpri\""ntt? im~l~S~l'y,.:~e..didno.t realize
th:ttO:\lB,gwns then the only·agency thfl,thn:d.tl'lt~·,ailthori,r'y·to'pun 'pu.blicnnd
priYntengencie~tO~E"tlicr'in themauner requiredf0t'atechnolo~ycommercln1iza;.
tion pr9g'rnm. ""e did not then realize that we were pioneering an etl'ort; the need
fOT w!lIch"'ns amI is ~o obYic:ins.
T~hnolo~ eomrJl€'rciaJizat·ion'l'Ntlliipsthe, e~tnhUshrne.ntof afll".e compOnf'nt,

fli:'x·ihlepool of ,resourC"(>o::!· which'wi!l',re~pond .. rothe'l:'eqUlrements of imlh·ltlnn1
Imstnesfj opportnnitfrs. Thpse fiv:e compO~f-nt~nren~s~ to sourcps or t('Chnolo~y.
mRrk<>ts; fin3ncin~.··ndnptive- e-n¢ineering. and management and teclmira-l n~~tRt-

nn(,{·3SrNllllredhytheclientfirm:. ~. '
r~l'll'll of the five COnlpOlwnt TC'S01.lrCC'S is :l,"allnhlefroIllbothJ,:o'rernrn£>nt nnd

indnst·ry ,,'ho mnM erC':ltivE']yeome tOg'pther ,n~ partnprs to i'ffectJ,·elynncl expe,.
dltiou~lycomm('r('i:J!fze tec1molqg:ip s. Tbepro;n-:rm that O:\[fn~ dE'vf'lofl('(!wa~

ahle topffeettlnte su('h n pnrtnershipunderthe anthorIty'ot itflExc-cutit"e Order.
Actil"emelnl,ers of the fi\"'erpsonrrep.noJs in('hH]('q, (t'.flernl n~e:nclNI. major'
nt1tfonnl·C'Orporntjon~,hSlnk~. lmi"er.sities.\"entutecnpjtaJso,lrC'('s,nnd.n natiollnl
netw{)rk of indi,idllnJp.nrJicipilnts·,whopro\"ided:patticnlaTB,kiU,g.

ATp{'hn()lo:!~"Comn~l"'rcin1I7.ntlon· Cf'll~f>rc'fR' :(>~-!"pntiaHy n 'clc:\rinc:holl!'(i: Tnfnr..
matron n('(Jni rf'(li~ TNnin()(] h,Y the ('l('nrin~hol1~E'-.JJ"l.. Rll('h form nR t(), he::;r~te­

nlnflC'n,lly re,trleyn.hle· Tnt c1nt'fisY,fltt>IIrmu!":t hedesigriM't,O trJ1<,k en~h,proJect nnd'··
pl"()ylrl~,rendy:te~~sto.{'n('hr('sour<;,e,~lern?nt~

Aj;:id~ frQml('~nlr('~trlctlon~,:·whicl)'nn~h(iinJ:nd.<lr('~s~dhvthe'Bil,vh-,DoleIlili
1rdf'rnl1y'~h~l"eIOne-d, t~'Jnolo.gy.. h,:'often .'l1ndenltIlJ7.('dhct-n\1~e.i t i~ .. nll,ssfo~
()rlent.f'fl., lIavinJ{~pr\,pd:ltR, purpose,.Ul(',re. i9 no:'Jne:e-nUl"e'to e:tpl()~:sl,"("Or.dnrY
usr~,Furth£lT.fpflprnlly clrl"el,o~ tC':Cllnolo~Y' i~ n,fren <l~~elopedto,the'· point-()r
proof of n ('nnc~pt f1nifnot to tIl€' potnt(lf'ld,('nUt~tt'i1t: its n~(~fulI1e~~:ls'n, 'llrn{~t'l('t.
Th(' hlf>ntlfiC'ntiono(, JlofenitnHrcommetdtll .~:i](I~nroducts would become the'
reRponsibillt.\"' OftlH~ c]('nrl,n::::hnn:::,e." -' .. " .' . '.' ... '

:F'or 8JU· of. fnnrrf'fiSOnS P"rl~lI,t~se~tor te-chIl:oli)ro" ()rten remains 'tcUe ,nftf>r
dC'vplopmPllt- hy,pri\"[!t('- tn<f'l1~Jry.'T1.l('::O:p., n·t"(' (1)' tll~(,11~!·p.ro(ln(.t~n.nrk~t:·i~, too
pma:llin ,~~nm~rf.~nto t~('sl-ze orth(",~;()mp:lny,vhl('b:~el"c19Pedtneteehnolo~
(g), ~he: f?('hn~Jogrl~,nofll1 HRNe tothe:<'Qh,1pnF:lf'sn.J1ldt,l~ line,J3l thep.t~~:nf"t
Un~ "for ,whl('h t1w fpchnolQ:n' 'l"~t~· rl,~r()lf)p.M'isdfscoI1Hnn~,J4,) n ,corrorilt:e
divfHioll .: iS1lnwUUull .to mnke·tJ:Ie.. cnpf,tnl.· fI),..~~tmpti~ to:.'!om!l'('.s;-rlnUz(! 'the
I.echnolq/:, b.rt'lluse It "'HI negnU<ely 11IIpn(\tQu ill" dlvislon's(!tl~rentprQtlts'
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MARcn'12~J97f'~

BmCH B'AY:JT~

U.S. Scnator.
EnelosPt-',~s.

GE:N'ERA~'SERYrCESA1JMIN.T.sTn·YI'TQ:'~.
Walihihgton",tJ.d.tJ1arck··$~i_·,t!J19.'

SenntOr.lhR(~nn.~~-]J.· ,,',' ',' ,,',' ",.,,',
U.S. ·Srnatc, .•,rolnpti:Uce o~, the J;Udici~~V, Su,bcommUtceo~, tliB Con$tilunon,
- lr~.s1.it!:~(On.',:.-p.~.,., ,".' ' ,', "" "," .. ,';'

nEAR RE:<AToa !lUll: Thank you f()r your ~[arch 12,.1979. letter to ~Ir. Phillp
O~ Itond.,D1r('('to.r, ',' FPd~t111 r.qwureJllenc R(>glI1~tl<?ns., (FP~) nl.~,ctQr:aJe;, .~~
garding Institutional Patent Agreements (IPAs). .

Mr; PIlILtP G. R;:AQ.
Acting Dircetor, Federal Procurcment Rcgulatlon. Directoratc. Office Of Acquisi.

tion POlic~t'GeneralSenice8,Ltdmini8tration.lvaJjhill;uton,'D.O~

DEAa MR. RE~u; I haTe received a ropy ofyonr letter of January :'.3; )-979 to
Mr. ,;ells J .. Reimers ~egardin/\, Implementation of the .cenerul Services AdJU\n­
Istralion's Institutional Patent Agreement re/\,ulations by .the Turlous.federal _
-1l~eneff;:s.I ,would verynmc}j like to,"reeelt'e a copy c..t the agency' resP9!l_s~~ to"
the qU,<'stl()ns fhnt yo!i, set forth Ill. your letter -to Jh€'nl' later Jnnu'urs ·~;.,1~79.

I IUll;(?- attacbed 'coples of the letters 'for your fnformatlou,'nndnpprecf:ateyour
cooperation. , -

. SincerelYi
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PART 2.-liETTERS SmnllTTW FOR "I'llE RECORD

'.'. . '.

'Seeklng licensing and royalty arrangements. with other eompanles Is tlQe
co~s:n{l1hiK-nhcl'g:en~.rnJIY',notundertnken:e_~C<'Ptin,UllUSlIUl, situnJlon!i' :~~V~ is:a:
logical'function of the clearinghouse whleh would have ready .aeeess tl/rough Its
:r~~(mr¢e p<}qI~. ',." ,:, ..... _ ., . _' ,', ::',""" .-' ::.:-":<_'-;._

After testing the. teclmolng-y commercialization cone<>pt on an ad boe basi.
(),v~ra,~w~....:~ar -n~rIo(l,'()~fQ_I1 f~_!';ued,a. «;pn,tract tey est~~1~84,. ~e ~,~8t,Tf?,~Q~~I?g1
Commerdallzatlon Center.on a pilot basts In order to /\,aln empirical experience.
We learn~d that the resources In the pool are the driving forces In the develop­
ment of a project. The forees are:

1. ~Ia rkets looking for -new products.
2. Existing comj>nnles iseeklng- to expand Into' new markets.
3. Sources of financing- looking for investments.
4. Technologies avallahle for commerclalizatlon through licensing by the fed'

ern:l ,~_~ve:rPIi1enr,:or'P~~:V~t~::-1.nc:lllst~Y. _:. :",: .,.,' ',',':'-' ,...' .
G. Indh'idual Investors or ·smnli IIrms attemptlnl( to enter a market.
We tonnd Ihat brokerlng and t<'Chnlcal evltluatlon were Interlocking- and In­

separable functions which had to be performed' by tbe center. The brokering
function brou/\'ht together (1) a technolo/\,y (2) 11 potential market (3) product
adaptation .(4) competent and qualified firms to produce', the product and (5)
private IInanclng. . , .

The tecllnlcal evaluation' determines whether the" end·prodne!. can perform
. as claimed. " '. ..

Though limited fn.:scope and. Jl"rforce of clnmmstances. narrowly foeused on
minority Ims!n,,"".. tbe test vehicle establl'hea by O~iBE has pro,Ten tn be
effective. A si""ificant amount of federally (and privately) siored technology Is
being adapted to the marketplace. A number of end·products are either In

."m~nnUfllCtlJ'l'e"Q~::h~in~;,g?t1.redtJ.pf;()r:,manufacture., , , " '., ' " "., ,.. '
With, tbe pa"",,:N of eriabllfll: le/\,islatlon to facllltste the flow of technology

to ~he' mnrk~fplnce,au{). the·egtllbllshment of· a T~hnology' ,C_ol,t1nlc.~cian,zatioIl
Cente.r, c,r.e!itively' and eoopez;utiv.ely" miUlug-e<! J)y the pupU~..rl'nd'fl:rlyat~,~~tor:'s,•.
I b~lI~"e, we can begin to reverse the economic,tidewll:ich Is damaglng:oufw(}rld
posture. ',,' ,',", ',' , ,,' , ,':'"

i\ltbough"beHer.mtmnged t~hnology is nopnna~ea tonll 'of _-tb~- ,pfo~ienJ9
whichpr(';Sently inhibit our ahiIitY,',to more, nggressivelyfle:>.: our' pro~luctivg

muscles it is one answer :whose time has come. Cun 'we afford to-ignore tt?
I think not.

Thank ,you,v('TY;much.



DAI.E R. BABIO"~.

D£PART:ME~T oFTRA~SPORTATION.

OF THESEC~ETAltY .OF: T~\:iSPO~T.A.TIO:q.
W(1.8hington, D.a.t Feb-ruary 1, 1979.

OFFICI:

Eli,closures.

8,,~jt!ct: Responses to tb'Jnnuary 23, 1n19, letter to ~genclepegarding In­
stltutlonnl PateJ;lt. Agrcements,

~o~t'~rtlle':nge~_ciegeontacte(lha,~'respOJ:14~.,i():,:Mr._Itea~i"s friqtl'l;ry _~Oilcem_~
ln~:llgeilcyinlJllemcntntiorisof,th,e ItPRA'I~1~rl(lrtlent}8l on .JPA~.Q6plesof tb~
leqers;· ree"eive<1'u,reel1cl()sed,,":.RS reqtl~st'~::J\~-:~Ilel9s11re _:contajn~,_n oUst 'of the
ngencles that responded nnd tM Information furnished by telephone.

We appreciate the opp"rtnnity to provide tbls Informntlon.
Sincere-Is" ' .

LETTERS RECEITED

Depnrtment of the Air Force
Depnrtmellt of the Army
Central Intelligence Agency
Department of Commerce
J)efe~c:;~ftpgls_U~~ ,A:g.ency
Department of Eaergy ,
E!i:vi.'ronIiiental_P-rot~dlon~·gem;y: _', __ , , ','
Department of Health, Educatlon, and Welfare
Department ot the Interlor '
NatloMI Science Foundation
Department of the Navy
Department of State
Department of Transportation

-'rE±E:Pno'xE' 'RE'SP6-~SES
Deparlmetlt of .tl.grlctiltUr6 .

1'(0 IPA's per telepbone conversatlon with Howard Silverstein on February 8;
1979.

Nflclearlle!wlatory _COntmilflii0n,
No IPA's per tclephoneconver~ationwit"hJerry COok on :UnI'cli ~3, 1979.

NationalAerol1aut-(c8 and Space Administration
No IPA's per telephone conversation with, Bob Kempf on ~rarch 21, 1079.

Kempf stated that NASA.. hUK,nonuthorityunder Section '305 of the Space Act
to' enter lnto IPA's.
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Mr. .PHILIP. Go READ,

Actin.u ·Dir:eetdr, Federal ProcurCntent. Regulations D/rectoraie.Office at· Acquis£..
t.ianPolicli. GC~eralSf!ryice8',4dmi~i,~.traliQtJ,lV~8hingto,n,D.C~

DEAIl PHIL: This I. in reply to your'letter of January 23,1979. a,klng- for In­
formation on tbe use of the Instltutlonnl Patent Agreement permitted by FPR
Amendment 187 of January 27, 1078. Tbe Department or Transportation bas
not entered luto auy IPAs, and currently does not contemplate doing so.

Sincerely, ,
HAIloLl! P. DEELEY, Jr.•

Patent GOU7J$el.

DEI'~£NT'QtT:aE;NAV!,
.Qm¢E:~F NArAl-.: R£i;EARCH.
Arlingtoll. Va., February 1.1979.

:.)fr.::PIII:LIP Q. RE,AD, . .
Actin'U:Direet()r, FcdcralProcurClnc-ittR,cgrda'Hons:D(re,qtorqte, O:fllce .of -4rq~l,",

8,Hi9~~Olfcl~,·G('ncral~Sert)if~8:1dm.in1~~t-r~t~on,.}V'a8,1H~g:t(n~,.p:C.
DEAIl PHIL: In re,sponse to tbe questions asked In your letter or January 23.

1979, the Department of tbe Navy bas not entered Into any Institutional Patent
Agreements (I·P.ts) slnee July 18, 1978. Tn faet, we have received no letters or
InquirieS from anyone since .July 18, 1978 concerning IPAs, and sd'tbere Is no



N'.\TIO~AL", ScrEN'crFoUNllATIQ:q, .
OFFICE o~ THE GENERAL, COUNB.EY.,

lVq8hington, D..C.• March2J t 1919.

"" . ...'

.question BS to whether We are or are not following the FPR proeedures eOIleern­
hig Il'As. Durlug the morat"rium on IPAs prior to J'uly 18; 1978. we did reeeive
one-"requ{'~t.~~on~._R, tiuirersity:f6r 'Jtl)ep~rtment ot.~,fen$e 'IPA;.ho~ev~r.,to" ~he
"lest·of.ourknowled~e•. tha,t tlntverSily 'bas -ta,k~D',',no~~cti'OIl:sIne~'July.18fI?78,t~
Indicate they are still luterested In a Department of Defense IPA. Thus. the
,Dep'n:rtmentof't-heNnv~'ls. '~wn'1!e .()~:olily :one- Ilr~_Ol~-tl1_rerequest "fornn:IPA..

We In the Government patent family are a fairly close-knit grO\lP, pnrtlcularly
throu~htl~e,Gover~,~~nt r~t_ent ,Vii~jers,<t\ss~laUo,it .. nn,d .:we'-as8~rn~knoWl~d~e
(Jt, i;Plportn-nt ,persoi1nel~ha11,g~fJ -ttavels,fI_ul~k:lY.b~l_tOllr :n~l].rnpt1on~, :are ,~ot
nl~'tl,Ys cor'l'e<!t ~~n queel1~berrYretired on_l)~eD1~~l""a.1, -1978:,s'ud I. hn:r,eb(>en
s~leeted to replace Blll officially once the paper work has been approved. I
Inhm~ .toco~,~~~l1e'Jlrovldhlg> our a~~lstnri~e:,~Vl{l~?:l'Jprat~?~,C)n FPItP:t tent
'tpntters, to,You nn~:l()t,ller:.1:Dter~sted.,Go-verIlIDf>,n t" n,~(inctes"R'!l~thnt,some Nme'Jn
thefhtur:e',Pf'OplJi: willrto, longer be.nhle:,to,commenf th-atther'e are' well ovcr20
lUite,nt ',l'oUcl(>!~of v~ri.Qus GOl"ernment ,ugencies. .'

. . ~lncerely your$~ . .
A. F. KWITNIESKI.

Acting Assistant Chle//or Patent•.
Patent Oo,nisel/or the :"'avv,

":i:' .,:Df;r~:ti~¥E-~'~,Q!"$:rATt;t,
AGE~cY,.FO~-J;~'Tli:R_N:A1:'I:O~AJ~·P:~~~L9rlt,~~T."·,:",,.

Washing/an. D.O., Mareh 29,1979.
P.rr,n~pGRtAlJ:' " ' '" " , , ,,' "", ',' ," """:,,-',"<',:",-;,,,', "'" .,:', ","
Aeting Directo;, Federal Proeurement Regulation8'Dircctorate. Ofllee 0/ Aequf81­

tion.i POlicV.: ($e:ncrC!:l Scrt-'iceIJAfl;mini8tra~'Mnt -wa8hin!lton~ ,p.e;
DEAR )1R. READ: This .wlll respOnd to your letter of January 2.3, 1979 ""ncrm·

lng,t-~~'Ageney,,for Inte:rnational "Develqpmenes use "of "Institutional Patent
.Ag:reement. " " , ", ' ". '-, ,;,;,,'
TQ'dllt~webaveno TnstltlltlOrial Patent,A,greementg,so>the answer to the

!three ql1e~tiQnB posed in yOllr letter Is 'no.
Last .. slurirner. M,IT,npproaclJe(1 .us ·.aboutes'tabnshin~.all Institntionnl .. Patent

A-gteenleI)t. 'butdi~' n()t~ollo~ thr()u~h.on;t!~('tI" irlitfative for u:n1mown reasons.
If J (':m he of fur~'ber'assl-stancein th1Sc ':inn:tterplease don-othesitate to Rosk.

Very truly yonrs,
R"LPlI C. OSER.

Attorney Advisor.
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11k Pnn.Jl' G. REAl>, ..
Acting Director, Fed'eral Procurement. Reglllatiim., Directorntet'OfFce 0/ A'c'qui8i­

tion Policy. Genm-al Services Admin'i8traHrm,Washingtont D,C.
DF..AR ,.1Ji. ,RF..A;D: 'I111sls in r('spons~'toyonrre<llU'st forinformationre,gRrding

the !':ntional S:;cleIlC'e Foundation's policies' and practiC('g of ,awarding 'Institu-
.tionnlPl1t~ntA~reement~... ' .' .'. .. .;

'r<> n,~slstyou lI1yollr Sllrl"ey. I ,Htnpletise-clto prQVide- thefonowlng InfOl'nl3tI on,
in r{'~pon~e to the three ,qnf'~tjollS ~sed,r('gardin~t:h~IPA'~~ ~Inci!,.JuIY1S~1f)7R,
the FOll!1diltion' hRR,entered Into tw,o IuStt!tntioI1<'ll Pat,t"nt AIn"ii-#rri{'nt~inn('rorcl­
fln~ewith its puhUshed ,reinJlatl()nsa~n,r[n~'i.nTitle. 45, CFR, ,part 6S(t·'\Ye·llfil"e
flt.t-llepre~enttImetwonddi.tl()nn,lnnpU('nU(}~,stor'JPA·~thntwE':,nre' nbol't. to
gX<>eute :nud fourngreeID~nts that wHlbe execllted tOfPncwsome that.have or·!'re
-nbnp,tto expire;. . . .. . .,' _.. . ,., ... . .' .,,", '",."

'y-e,hnYe'pxamlned,' FPR. AJ"!1pndm(lnt,187. eornpn:red', ttto"O\1:,r. ,own .'r<"l;n1n floris
ond filld.'tl'intthey' ore Ylt='f1rl.V'fc1en~te:nl}nroy<.>:Tnl!e;'!-,MJW; n~d~ulJ;'('mf'ntR;TIH!'
nnl}"·slgni'fl~a~~" tlttre!"t'T1<,e that ,~el1ave,npt.{>(t,'c l$t tl1p'lpngth,o,r 'tbe(,x('ll1~fTe
1f~(mRf'tS thnt mnyhe fil"i'"H-nJpq hy th~ in,RH~nti()n.rl·heNRFrp~~nllltlon~nllow'.for
eX{"ln!{l~eU('enses.tor.·.thrf'e. s{>~rR,from.t~e' flate.·()f firstcommer<.'iR'lFllllp or. <,:Igh~
Yenl"!i fr°Tll d rt tP. ,ofJhp E'X~,lIiRJ~P li('C'n~.whl~h(>n"1",~nrl'; first. Th{>:,F~Tt:In(),,~~
for'five ft,nit pightY~t:n'~ ,rpsr('('tlvP~:l"' .. Oth{'n\"i~t.tbe fr~tmellt of,Ule' InstItutional
P$-t('ntA.lZ:1Yf'mE'ntl~~Hh.~tnntl~)-~v·l~f'ntl('nt,; :,' >, ' . :' ",' ':'

Alth(lhgh thf'!'e,~tJJ),Uaritt~s"exi~tbPtwf'('nthf:FPR'~nnd t be- .~.~~. f:p:e111n-tlCln;"
It Is our poslllon lha! we !>ave consld~ra"lellfl'JhlUty In lhe awnrdlir Ins!!tu-
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DONALD A. GARDN£R,
A'8sistmt't SoUcit~r~ Brat~ch9fp~J('nf.fl.'

. -Divl$ion' o/OeneralLafo8.

DF.,PARTMEXTOF ,HEALTH, 'EDUt'.\T.IO,N:•. A:-iD, ~~,i'FAtt~:,
. , _ ()FFtC.E: ,o~ ,THE SEC1tE:rAR:r~

Wa~hington"D.C" 'Febrtta,r:v .2; 1919.

tional Patent Agreements when we are dealing with universities' and non-profit
o,rgllh~~ti()~s _i~" t-he:,co~ductf:>fre_seaTch und~r 'gr~n~.'and otbf?r:_a'S_s~st~nce
-_~f'Yar~~ :II1_alD1~~ ~very,Institn~e.\Vbe:r~N",SFJ)r()v~de~-fund~,t(l' unit~r,sJtif}f4,,~nrl
-nf)il~pt;:o~,~:'qrg!liljz,~tions ,to,'~o~duetresllilfcb, i t dge~_'~9U;lld"~,ttll,e:,,n,t.ltll{)rltyo.f its'
0n>irstfll~tei -N':'llti(m~l"$elenc~Foun(:l.~_UonAct ot, 1950ias,a~fnd~_d,.~ther"t-b~n
the k'ederall'roperty and Administrative Servlees Act, since these activities are
not procurement. reiated and the a:wards ·are exempt froll the coverage ot tbe
}"ed~r:aJ:Pr0'-:l:lr~tPentItegll~!1;t;io,~slIl.ge~eral~ ", _ ,-,' ';, ' ", _,':','..' '::,:

We Intend to continue accepting applications for Institutional Patent Agree­
ijIe~t~ llnti'n.war4!JI~the~,,,,bere:' tpe ","i,Jl_S,~:.it~ti{)ns, IIle~~ •• t~e,' 'n~es$ary:criterill
spelled out in 4il CFR, 650. We fully anticipate that these regulations will remairl
closely parallel to the FPR requirements as the \>bilosOpbl· Is·tbe same in hoth
ca~~~.,·,-,_'.:__,:_-,-",_,',_ ,,",' ,',,' ,<,_. ',,",
. I hope this intorm"tinn wllJ 1)(' ot usslstance to you. It yOll ha,~ any turtMr
question_, do not hesitate to contaet me. I can be reached at 632-5831. .

Sinc~relyyo_urs, '. " " '""
, _.,' ._I\~AnT:j'ir·~Lp.~_owhz;

A ••is/ant to.theGcneral Oounsel.

~rr.:'I!nr_I.IP o. ~E""D.

:,.\4'cti"'Jl ,p.irC,ctoTi ,'Fcderol.'prOlfllY:r:1ittttf,R.frJulqllol1lJ'pi-rrdQTate.'QJ}lce- <>1 A f:'qui.s·~
;,t'il~tJ ,r(jlicy._(ienl'-raISt·rtJi5:c8,"-4(,--n~_il1.i~J.ra{iO)l.,-;,l~}(~iii;~t1t?:~.l.!,'·.o; "" -
·DEA_H~f.R. llElID,=.'11dff,t:p f:crs, 'foyour Jnml~l:~:~:le~ter,-_rega:r<.lingthe 'use 'of

-lpstitu_~ionnl:PnJent ..~greell]en~~,~'Dlbf;;,D('P:arh]lent.;" . .



~ERQY.-B. -:ItA:ND~LL,:'
Acting Ohlc!, Patent Branch.
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U.S. ENVIRONMENTAL PROTECTION AOENC,..,
0E:FIc:E0F:-UENERAl. :Cou,::iSEL,

Washington, D.O., Jan.uarv 31,1979.
P.'HILIP,'q.,JIEAD,, __ " " _,' _ ,,' __ '''_ '."", _""', '-', ,"-'","', __ ,:.
Actin!rzji.r~ctor,'F.ed.eralProcuremen,t RegulatiomDir(Jctorat:c, .office q! 4cqt!,!si";:

t/on POllei/.
DEAR PnIL: In response to your letter of January 23, 1970 regarding Institu­

tional Patent Agreements (IPAr, tbis Is to au"lse that we bave entered into no
IPA's eitber before or slnL'C July 18,1078.

Quite a long time ago our U&D program personnel indicated' a lack .of entbusi·
asm for tbe IPA'conc'ept. Tbus, since § I-j).107-4(a) (6) of tbe }'I'R appeared 'to
lllillie l~_se-;of_'~J.?A'~()ptloIlal,..we:,e1,ectea.-'DQtJQ,enter int(}RI1~lI?A;tH"',: ",' ":,';",

If you do not agree with our interpretation of 1-0.107-4{a) (6), please let me
know. Iii the meantime I \Vill agaill submit tbis issue to appropriate EPA
petsOll.i~('~.-,: ,. '

Sincerely. '"
BENJA:\{,~1'f',FL.nbclrr-,NF.Jc~

Patent: Counsel, COtttracts':,d:, GcncralA·d1ninistr:atif)n..

,DEPARTMENT OF-"E,~EllG,y', .
''Washington, D.O., Februarv 14,1979.

~Ir.',fl~ri:.lP,G;RE.4.D.', "," " ',,' ,', '" ',',' ',: ',',
Acting Dit:cetoY';Fedcral Proqurcm,cntReflula~ion8,Dircetorate,O!!J<:c ot4.cqitt­

sU irm. 1'01 i('lI~,GC1icral Scrv'iccs:Ad'tninist ration. lVashi~)li)n,' J);().

Df;A~P¥IL:'.I111Sjsinresp~useto ,your Jet:terof'Janllat;:s, 23. In'i~~inwl1t~hYou
ask: ,three' 'qu~$tion9 eoncerningthis.-DePD:rtment's inJ I11emeptatlQD of 'FP~
~\Iilendment; 187 on 'Institutional Patent AgreeID:en~s,(lP,.tp.

Your'first question asks wbether ,DOE has entere4 intoRny IristitutionaJ
r-atent .A1?,reements (IPA) since Ju1r 18, 1978, the effccth+e date o~ the, li'pR
amendment concerning' IP..:\8; DOE bas not entered into ',ilttY IJlA~ejtherhefore
or since that date. Under: the twostntutes whichde'fineDOE'~pntentpoHcY,the
Atomic Energy Actofl054,ns amended, and ~eFeder;J.IX~:mnudenr:,Energy

Research and Development Act of 1974 (Xonnuc!ear Act), DOE does not haTe
specific anthorlty to grant IPAs.

As you know;, under the Ii'PR, amendment, when nn9,~ency nppro\'esth~,t~h~

nology transfer program of Hauniversity or. n nonprot1t()r~aniznUon:'"tbe in..
stitution, or orltnn.lzntion thC'reafteris. automatically· entitled to the provIsions
otthc IPA in ail 'R&D contracts (exeept operating ccntracts) withJhe: ll.r:ency.

'P,}(~ FPR. fill1cndmetlt presents two ,stntutory prohlems for,DQB-. ~f;'itlH:~rthe

AtOJuicE:nergynor Konnuclenr Acts lllentlon JPAs~, Seeli~n 9{d)(1,-l):of tbe
Xonnu('I~arActpro\'lde,~ ~hat.wh(>re a "nonpr6flt educntionnlInt?titutiou'" l:~a~
a' J)o-~-nppro\'ed t~hIlOlo~Y,t:r:ansf~r--pro~ram.~sllcli 11r.ug~antmay" h~consi,d­
ered' fiS. n ,BulJstltutefor .the .mnrkcting, .3'ndmllnufifc~urln~cnp,lliilitiffj ,.()f_:,ll]"
du~trY'as Jme .ofeleYe:nst!l~utory.'eonsi<l,era Hons to.·he:,weiJ:h~l,i~ .~r.lritlng ·.. a
wal\-er. nt· UI,E:". thlle of ,contruef-irtg. All', npprol"t'<I-' t~hnolog-y' t-rar~,3fer'llrogram·.jg
not stn,ted, 11~ 'l>eln-I;t~e,l>nsis:,for g,r:ln~lng ,an 1~,A. ,howel"er~

,Th~, .sec()l1d·,'p~~~)blemis,t~nt the,,}'l'lRn,lithorizes' IPAs ,!or:"n()ni1rnflt·orgh,Ili,.
?cfltiOI1S.",' A~ide frolll t,Ile point tbatDOE,'i-s,notspe(.'itlcaIlY"alllhorlz{'(l to~rnn,t
l~AS.l?<;)B .l~ not perrnJttep'under It~"statl~ttostog-:rant: ll,cl.'".ancc '~nI,,"ers, to·.'Jnon~
w;oflt ,orga:nlzat-lon,~" llfHif\Cl, on .the, cOIlsld~'l'?-Holl o.r.iI~.apP'rop:~,~1:,;t~linQlo~y
trn~sfer progrll-m,;: I~ot.b,er ,Words.-, the ,cotls~derntion,in.BE:"l'tion,.!i(d)'(l~J',:.Qfthe:'
~ormll(:le~r Actdops D()tfl::llPly .to flnoJlprofitorgnniz:ltl()IlS~',hut inste:adllPP1.1~::t
only,~o·!n.onpr()tltepn,eatf,o_pJl]ltl$t-itlltion~"..,. "

Your,second question asks \Vhethereln granting IPAs sill<'C Jllly 1~. 1978. DOE
bas followed tbe FPR procedllres. ,Wbile, fiS ""plalnp<1 abo,-e. DOE does not
/(rant IPA •• DOE. In addition to followlo/( Its own statnt"ry patent policy. fol­
lows FPl,'}:pJ~~,e~~,~,~:~sand'cr~t~<ria,tor D-PPxoviP1? teehn()l()gt:V~n~re:rl?rQgrll~S:~

SpectQeally,you asked whether we have entered Into any 1P4:'s stlle~;rUlyl!l.
1978. We_l~ave l:lot... The remainder (j~yo'Ur' q\l~stions were'.::;JJlConUngent'011.au-
afilrmatbi> rt$Il0nsetoyour initial question. .' .'. .

If IIJ,ln;(f}~~:of'·:ai;;further nsslstu'uce,' ple'aseletD1ekIlo~~
Sln~rely,



. GF:::-;Er.AL COUXSEL OF THE
U.S. DEPART":EN'TOF CO)D,IER.CE,

lVf'8'lillulon, D.C., .llarch 1, 1979~

1{()nERT B., Er.T~EnT;
A88iiltant, 'GmlCral Coum~el

forScienc.ea-»d- T¢c,hnolog:y.

J#'lfEs.~.D,ENrr:i, ,
.ACting Ass/stant General Coun8el tor Patents,

IJJo:Jo'F.N'CE ,I~.IS,'I'ICS AqE.NCY~
:a-EAnQUARTERS"C,AN:E~NST:ATION:t

Alc;xa,n.d/~ia"r;".J anuar1l81, 1979,.
agrcements-FPR am(>ndment 187, 'Jnnmiry 20~1978.

PUJl.IP G. HJo:,\'o.
L.ctiugIJirrdor. Feeler"l Procurcmctlt RC(Ju7Qtirnul Dirccfor(tle, Office. 01

.:\Cf}lli8itirm Policy, General Services ,:ldmi-ni8fra·firm, IT'ashiuoton, 1).C. '
DF:Alt ~PJIn.:: In r('~pf)nse to ,yrinrlett-~ro'f '.January23 this Department .h,~s

not ClltPfNlluto any] PA'!{ sInce July -18. 1!)7S>liow(',"~r.,we do expect to enter
iuto OBe or two Ullring- the .next few lllonths~ If' we :do we will follow the .FPR
I.lrocC't) tlrC's.

\Ylth l~est re~ards;

Re Inslitutiomll "patent
?llr.l'nluPG.HEAo" " ",' ,;,'
_{cling ,DirectPT" Federal Procuicnl'e"t', ,R?[Julafi(mlj Dfredo'rate, Office "o/'.

ACfjltisitJnn "PoUcv,GcncraL~crricc.s,Ad.nli,jistration"~"aslUn?ton"D.C.
, DEA}~"JIR.RJ'::\D: In repl.:y t{) ~onr letter of 23 .Tflm~ary If)"j9,fhi$,Ag-ency bns

not enterNI. into any .instit~ltiOlinl pntE.'nt:lg-reement (IPA) E:itherhefore?r
nfter lS July 1078prim~rilybecause this Agency enters into very fey; R& D
corltr:lct~.

Sincerely,
~fAXWELLC.I<'REUDF.::-;nERG.

Patent Coun.sel.

CE~TRAL, r~"'Er.r.IGESCE, .•..AGE~'cY~", .... ;
lVa8hill!1IQn, D.O., lIarc" 12, 1979.

~Ir. Pnn,IP 'G. REAl), .. _~ ' '. . .. ",
Adhlll Dir('cJnr. Fcf/cral.Proc.r(rcmcnt .Rcflu7atiq1l.8, OfllCC"ot Acquisition. PfjUcYJ,

Genrrn-l S~n'i(:('fJAd:"li~i.:8tration,Tl"~Sll.JlIUtfH'\D.?~
nE.\R Jln; R:r.·An:. In" f1r('flflrin~ n r,esJlOns~~· to yoUt letteriIlill1lr[h#:::iS't9.9ur

Agenc,)"s use Qt' InstitutIo-nal PIitent ,Agr\?:emeJlts, (11).:\$), ani:nformal~lT~~

Your third qnestlon asks for reasons why the FPRprocedures have not, been
followed since July 18, 1978. As you can see from the above explanation, DOE's
st~tt~tory, '_ provision_S,:,tl~:;~l()~ _encoml?a.~s"IP-A&; .,rt, ,WJ.s, _~egnargu('d, that :-r>9IiJ'
should Interpret Section 9(c) of the Nonnuclear Act (whleh authorizes grant
of wtlh;~r to:n;::ll,C~ass:,of-persp'Jls), n:fI. '~,:~~;tnH-Jo~n;eet,i,V',el¥graIlt,'I~Aa 't;o:tl_l)~"
YerBIU(.'s~ ,Ho~ev~r,':'such: ~an' Ip,t~'rpret~tloIl_'~ouI_d '_YJolnt~:tlu~,8bitll,~Ory' .:~rou'1I4'
rU_leEJfor'g_rarrti~g:w~i_ver~be<;~u~le" tp(! 'waIver ,would, ,~flve:hee'n:' ~~sed ,on, only
one eonshleratloll to the' exclnsion of Jbe other ten considerations spelled out In
Sectlon 9(d) of the Act. In addition, the Confereace neport for the Act pro­
vides legislative iatent requlrlag uliiversities be treated essentially like In­
dustrial firms In regard to weigblng considerations for waivers.

Th~nht)¥e,',d,ls~ussio:nbAs:co,nce,*lled-"C?rnpnrison" of, JPAs _,With,DOE,' ~ttiv~rs
granted at the time of contracting as affected by DOE·approvell technology
transfer programs~':\Vl~'h,.1'~E?~t,to.-wa:~vers,.'~eqIJe:ste<l.by' ,.~niv:ersitieS"f()~ IP.-,
-T"entiOI)~ i(h'Htlfi~<1'.llfter"th~ ':tifll~, '():~,'~?irtrft('ti ng", if ,the,l~niYe,r.sitY' lras.R<,'T)QJ·~::::
approved technOlogy transfer progrl\m, tben, under Section 9-9. 109-(l(h) (5)
of DOE patent regUlations, the university is presumed to bave met the otber
statutory criteria (i.e., considerations). Tbis m'ea,ns tMt J;rant of a wnlvet'
for an Invention Identified after contracting Is virtually automatic unless It Is
Indicated that under ohe or more of the criteria tbe Nesumpt!on Is inapplicnb\e.

I hope tbe above lllformation Is of belp to yon. If ,o'u bave any questions,
plens<> Mntact me on 353-4018. '

Sincerely,'
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WILLIA~{ G. aAPCY-:'lSKI.
Chief, Intellectual PropertJI Diviaiml.

:, "D'El'A~?:,:\rF;1V~:;;~FTHE ,A~~~Y,.:
OFFJCE OF'~IIF;."~;Fn(}:E"Anv:ocATE::GF.:i'ER..-\L,

Washington. D.C., JanuarU,'3t, 1919.
Mr. PHILIP G. READ,
ActJn.f'.' lJ,ircctor, ,F('deralPr(JC!Urem,C1l' t" Rcgulatf0nJf, ni,-:cctt?rafc, OftkC::o/ 'A,crjtd8:l·

tfrm,.:P()UC1I!Gettera.~ SCN?;ic.e84dm{Jli!ltr(lJfim.::'lV,a,I1./lJ~Jiton. D.C,'" '" ,,'
J)F.AR)h~.'cRp;AD: ,Rpfer~nee l;(m~de, to.:rou~,i.ettet,~f,:,~.3 January ~!)'i~ ,rfi'Wl.r~l~g

our (lCIi\·JtY"witll In~titlJtiol1alPnfent AgreeIl1.ents (IPA'.s). It is our underf'tnnd"
Ill'~ thnt JPA'snre to he ,1ncotpor.riled,in,toJ3flsiC Ag'reements wtlh app~oprlate.
f>dll."flti()nnl and nonpro~.t"Ins~itution~.'The,Offic£" o~ Xnvnl ,Research ,isas!-:~lPlf!<l

thg diiff of ni:'~oUaUng8~cl~,!\g,z:ee.In~nt~und~rI>AIt,.f-;,.118.5~
Agsutn:ln~.F0u.Jln\'eseI1,~:,n8iIll,Uarletter to,'Mr;' Kwitnesklat OnR,bis response.

should apply to all DoD activity.
Sincerely,

~

'~#,n¢}V __.F. '~9D?IF:WJ~
Office 01 General Counsel.

0t.A~('h,('y' liC'e.nH,tng _Ptoce<lnr~~__wa-s'IIiad~;, 'Based' on -tb'iss'urvey,we 6ffer',the
_t~nowh,H~llnaw~~s.tO:Y,brir"qlles_ti?ll;s:,.,,',

li- Trn,~'e ):oU,en~~l'etJ .irl~O_ "r1,.·,:;n·..~s since July 18t ' i97S,'~be; ,~ffective '.date 'bt
t~(! FPH An~endDi{'ntcoucern:iIlg'It)A;S?

:1\'o,\\'pl~~_:\'en()t.' ,:_: _". ,:,_, ,:
2. Rt·l;'ir,llng II'As entered into since July 18, 1978, have you followed FPR

prpfe,flll,rp;':? _ -, _ ".-._, .. ,','..--- .',,',' ',-, ,- ',: -" -- .
~ot.aJ'I}.lit'nl)le -,he('n,u_~,e:W'~ JlU~e.-n,?t,~llteredlJ).t(), any IPAs;

3. It the ~'PR procedures were not followed since July 18, 1978, please in-
di,,:He,Jlre reSl~ong. _" .' ____:"';" ,'",,:. _ ',,' _,' ,'_ ',', ,:<'

Xot,t'.i1plicnhle since til.e--Agen~y,fo.UOWSthe_Ff:R,proced~resas-closely ,a's _-~~
prn,ctknhle~,.. , ',", ,'., ,',; ~ ;.0::" , __ "",', -, , ,'." ,', ", :"."

It-" fl1)1~~=lr~, .fr;om the, t:?fo:q.nnJ '-l;'~ rver' Q,f oqr ,llegotiat~rs thntlhe" .i~stitT:tt~~)J:~$
tllel,nselve8p~fer:tbesta:ndnr~:lOIl~,a~d'Rl1ortfc)rmS"for p~tent,J;i~b:t~ gUrt',e~tly
f~l(iHlin:IheH(lo,guln:Opn. 'j·he:r~,':i:s.ncl"'liilr4 evid~nceof,the,aUov~ comt;nent, but ,,i,t
rem nlfl~,t.he \",h;('eruI ,ex I)rf>ssic:m'.~f'.olJr :IJne., rrE~gCltintlIl~. ()fJlelnls.

~" ,lln,~ ,,011T' responses\'\' iUlie '-sufljcieIl.tto 'ossistyou jn:fonnultttlng:',you:r,rcply
to,)lr~~('tIllerfe.

SIilcerely~
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DEPA:RT'~rE:f'JI 'oF TltE"A,rn FORC'Z,
HF:A1J9uARTtRS; U.S. AIR FORCE.

lVashinaton, D.C., February 2,11119.
1.tr. PnnTP G. RF.AD, " '
Actinu Di,.ccfoT,F('dcral Procurement RcgttlatlO:nkD,irecforale; OTJice o!AcquiBi·

tirmPolicll, General Servic,cJl Admini~tr(!tfon,Wa8h:ington, D.C.
Dl-:ARMs.READ : ThIs fshl re~pOnseto:rourlC'tter'ot .lnnuary 23, l07fi rl?gardf1:l~

Impleme-ntntlon or FPH. Amendment lR2 .relnting-toJn~titutionnl Pat('nt A.~r('e­
meut ,,(IPA) poUciesuud.procedures. Tb.e.firtSwers toyour8;peciflc qu~stions·are:

1.. No~
2. Not applicahle. ... ... ..... .... ..
3.7'here'ar~a Dnmber .ot'reasQns Asdiscti~sed.belo·w.
The apparent reason tbliftbeFPR IPA procedur"" arenot followed tn .fheMr

Forcel!o\ ,riClluse this .DC"pnrtrn{)-nt ls.guided'hY~he De!f'w;;e·:A('(]l1Isltiou·'R'e,l;·ul..-t­
tion (DAR). and ti,e FI'R II',\. proCed~~s ha,enot I'''''n hnplemented Inth"
DAR., 'Hn~\~eY~r, weAo 1lotvJe-w this as an.opstacle t() entering lnto.a-n IPA $liouI(l'
tbeapproprl~teoccasli)j; arise.

TM pririmry reaSon that theAjrFi)rcebnsriot}lSed the rPA pt<'<?ed\lresl~tbnt
tb,~rebas lJeE'Il no ,J)~.ed~l;'helPA,prof?f'dur~s,~ere dE'\"eloPed' PtiD1RrilY:t(r::~~t1.sfY
11 de8t~ Of tttlepoUcy:agen,~ies toqna'~i(y·,mdertlw ~1f'xC('-Ptfo'n:)l.cir(,llmsta:D{',e~~"
)lro,yi~inn:of the prE'Ride:nti~l',poH,~y.stnt('ment.~h~ Air 1"0'rcehn-~ f(''Y,,'~o.nt,rnct~
which fali within Ihlssltuatl"n~nd.. "lneeJulY If!; 1(l78,nnne In whl~".nn IP,\
WRS· ~~JllPl" ~lleste-d o,r.coI]s'fc1e:~' to he,RpPl'~"prillte.,,Afr,F0r~C()f1tr.:H~ts~Jtll'
un~v~~I~les. itndnonJlro~t· t"stitJ-~t::19J)s' .no~aJlrl.npl.mle,{'i thpr:tpe'~~~:tr'ntf()tI ~Y
t:h,~' Cqfltra'~tqrn. clause J)f: tl~,e ,u1?e{er'~·'duus,e,. ~ep¢Qdlng upO:J;l whetboer'ol"'J;1ot



47-52_19--19

. ·c·'.·. .

JOSEPJI E. Rusz,
Ohie!, Patents Division,

Of!!ce 0/ the Judge Advocate General.

t1l.e cozitraet0:r has an' '~ffectlve pr()gjim'tQrtfti~~lte~_ot'-,t~chnoloria~l '.brtb_~
Il(f.mslng of Inventions, as .set to~tJ:l.in DAR9-167.atn)t3) (Iii). The Air ~'~re~
11l~inta,~Ils.:aUst of coutra(}t,0rs, e,:0nsiderfld. t'o,li;a:ve:'sllch _J,l_'pro~nl[n'and_:~J~~ __t~~
~'l~etention ,'bY" tbe Contr~rctorf':~lnlls,e'in tb(J~,1:contI'lt'c,t8._.}';(),:~¥tf,::'·Force_-iIl~litu•

.JIUl,lo,t~olitractor .lins y,et:requeRtE'U-,nn l~4- -; jnfiH~t~, ,spnl.a: -li~"ve:e\'_en" .e~:pJ;'e:i;_se<Ia
'pr~~eren~e' for the 'l1)efer~~'d:_Short"~~or~",c.}~u,se-,~over·,Hl'~-··Retetl.fion·bY,the
Cont.r,llctor" dause, 3:t'tllIl).yce:aske:d'IlOt. t(}be-iI;lc~ud'~49ritlle;llst,-,__" ,,"

Un,der-~~e~e circl1ffistllrices, it was _'p:ot-con~ider~d- l1~essury 'to _lmplenlen:t.th,~
IP.t\proc~~nresIn theD.t\R. .

Slp.:cer'ely,
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lIisSACItUBE.'ITS TECn~O'l.t?0~. DF.'VEI_o~~tE~T,CmlP~,
Wakefield, Ma8s., March 21, 1919.

Senator:,~.m~IIBAYlt~"",. '. '. :,' c.· ... ·,,:·,: ':" ',' .... -".:
'U~8~ ..$C1UL,tp,· Com.m.ittce ,on' t-h.lJ JUd~~ia"V:,SU~~:~1»Ut~~, '9~ ,t.h,~'Cl}n8titution,

~'V~·h:i!lllto~,:p,a., ,,: ", .." . ,<. .':'•. :
J:)EARS~~A.:rOR· n,A.~H,:. ;r4n:n~'r("m.fory,!vr,J~tter.}l~,9-·t,h~:'en~~:oml~.eS<1es,er~l)tng

YOtlJ:'.·~,ptli'-ersity anq,S:in:llJ,:q:usiuE!r;sl'~-te~~,.~~,Qee911r~~,Act."'~;eat'Jh¢~r~:~8~;;
eIlUsett. Technology Deveiopment Corporation (~l'rpC-) ·I\re partle.ularly inter­
csted and supportive -of your etIorts. l'be )lTDC was establlshe~ by· the stnte
l~gishl~ur.e hi' J.uly, 1978..Itfunctionst~pr?V~de,.. IJ()th>illA;h4i:g~nleilt:as.~I!3ta',Ilee
and'(1irect fin~nc~nI assistance to, enrI:r"s~~~i,' tecbn,o:i()~;r-b~s~d', SiD;tll" IJli~.Itl~ss~S
inMa$sachusetts~ .' 'Ve ai-e, therefore,supporth'e 'Of,j'Ot1r':,efforts:' to ,fo~.t~r.' tbe
dev.el0,rment nnd ,coUl~nerci:alizt;lti()~of,~.§c, D: acH-,"i~h~~,;,~#~t~tlg .p,n tents off .. or- the
,governmellt,sb-elvesnn~iu.to::.the,milrk,etpln.'~'e; ,vbere·tl)er:.,l>~long.

The significant economic henefits derived from teebnology-hase~. small busl­
nesses--prlIllary job 'creation, tilx revenues,. hll1.o,·nJIon!{.,nnd,~:xports........l~n'\·~ 'IJe-en
welHl~cull}eHh'd: in. the U.S. Senate Select COrnmiHce;Rep9rt,on,SID::UIIBusi-­
ness~ SnwUB'usf,nc;s8 .and Innov.aU01I., :fjQwever; the:pr9IJlemthatretI1'~:j;ns' is to

. rever.$e, the iqterdependcllt ar'rat o~ Je<leral:lft",·~~Pol~cies.,nIl~progrull,1S, tllat
have inhibited the formation and development ot technology-based, small
businesses,_ .

As your. pr()posalbears out, federal pateiltpolicyis certfiinlY'o:p~problem'·a·rea
In nc>cd of re\"ision_ ,Yet. more attention niigh.t be fOClTS:ed onJhefnct that. t.ech­
llo1og.r~basctl,'snlullhu~in~ssE'~D.I"e finding it incren~jngly<;limeultto.ohtainthe
8tart~np.and'expansion. capital that is .crucInlto their .' viabIlity..Slmpl!,pu.t,
patentS will remaIn ..patents" anduot pro:duct8unle~s.technicul .~ntr(-'pr{mellrs
and small companies baveaccess t()capit~l~ It 'has heen our expt:rl'?nce at th',e
Massachusetts 'l'ecJlDolo~y .De,-elopment .·'COrl)()ra~ion r~lTDC>.. thnt nltllQu¢!l
profit~ptentln'" entrepr(>nenr~hip•• and .technolo;irnl C3pnhility fire major 'com·
porwllts of business s~ccess. the crucial ~lementis .the n,"nn~hintyof"hi~h risk"
cnpitnL\\·e llHve found t1lat capital i:,predse1ylhe "mortar" that 'bi,nd~,these
other .elements together.

'rhfsfn,ct;doesnot Seem to be r~ognlzedby the fede~al,governnl~nt~p,-en
tholl~b. various 'prQS'rnuls do' ~xi~tfor'th~, pU~lJoseof.. mRkirl'::,~fl'pltnl }lvullllble
to 8plQU businesses;. But ·tbfse.,progrn,ms··.hf!ve.hnd· o~ly ;U' mnrg-i·nnl,ltnpn<:,t on
stimnlating technologlenllnnovation. ~'or example, the SBA is the hlrg"-st pnhllc
sour.ce:, of.li0,ll ndng-' for. smnHhtlsinesses.. B-ut.:the, t.,,-~c'Of,~nan~ing.tllnt,SJ3A
provides, princlpally debt capital Is, l'ery mneh nnsnlted to tbe ne"'ls of start-up
nndexPllnding. technolQgy-bnse,d-.smnU'lmshl(~ss~~~Esfleelallr,in tlre.'rJ~~;lr1y'8t~·gf'9

or·grow.~h. plese ···husipfSSl'S ·requ~re.ellplt1l1.1n\"~sthif'ntgthllt ·,,-ill.not, i~('r('ase
the JlT:oI)(lI)i1it)7' .of prohl(!oll1~o~,e,"C1J.4p f-fi,ult.O;te'!1; ,debt 'ser\,ice,requi re.r;ueuts
can IJlacesncJl ':n n nddedburdenon th('~e"fl'tms~,.· .'. ':"". ' , ...'. .. . ..,., .' '.~

RCl'nr~ing tlie di"ction or its R&D fnndin;::, the fedeml ;::overnment has
he:enslo,w·to 'r£>n}l'ze theRdv:nntn-l;,e$~r pr(ivlding:R·&l)'fll~dsto:'~'m:lll'emnp~~t.e'l3~
FirRt,·tll:e.fed('rnl·,:-ommiJI!ler;It to"tt1tt:ll"tf;,·~.. 'D :vns d~CIl'ne~:"r~o~,2;2 ,p:erc(Jnt·. of
GXP In 1964 to jnst 1.2 percent In 1978. Considering the enormons role thnt R&D
l)lit;f~, i (J"f-lpmuInting,ng~ jobs.prQ(flH~tS.'1J,lld:exp0r£s. 1~2~,lfCen~t'9,rGXP'~,m8

eR~~,illJy •..·lo:'Y' ..,It .,lseyeQ' .. tIl0re.d,I.strC?!?sIF,g,to :l~W.r:f1.··.Jh:nf()l)t .?f. tN~, ·1._~· ,pe~~,rit
totall(J~~y3.pe:rcent ot(ederal,l~ ,& Il f;\luds ar~nno,cat~ to ':8»lqll busin'ess.es.
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SlusH '~6IllPanfes oilr~,simplt 'UOt'J;eceivhi~,a~-ifairs_llnren,of:reit~ttll, ,n",,~, jj"[fJti<t;. .
Inl!:, ,Ve propose tbat as an initial step, 10 percent of all federal It & [) fllnds be
:set-o',sldefo"r'6rnull C'onip(lni'es 'nnd, iwnleroellted i,Il,Ul{!: ~nII1~_,: ,~nann~r, f!~:t1;le
Xatlonal Science Foundation'. gmall Buslnes. Innorat!<Jn Research (gBlR)

·prQgr._ar:il~ _, ,': '" ,' .. ,,_:.' ',_ <'-,'.' _ ~'",: ,', " ':":"',,

The ;';SFjSBIR program, wblcbpro\'ldes early stnp;e (IIn'ding to lnnorntive
f.:1l11l11 bushl~!)SeS' fn:coiliunction' Wi~~l_ private-' capital,'S(l'lr~('~,~"jR,nrqre,~x,_nln'ple
~f,n_ ,fe~l~ral" progl"~lIn"that hnsth,e,poterttiril.to eff'ecU....e:l:yfnrIIHnJe. th~~ proc:e~~_
of ,fllrnin.~,p1tre',I.t&J):'-into'rf~ble-:!~():lHn)erclalenterJ)ri:s(":s.'lJn-fnrtup~tt.(>ly. "t,Ji.~'
~ntiQ~nl 'SclencelfoundatlQuis.cpnij,l1cting ·tb-iij .program o'~'an extrclll'etr-. soutH
8cale~:,.. : ." .' . _ ,'.' .' ' ", ,0"' .

t.t'he: .Il0tion~of llfairshar-e" ,b~itl~5·.'upn.n,~t~er.Is~u(": th(":p:1.~:::i'":c:'fl.llocntion
of,f~(ier111 tf1x:rel;eI11!es~Jt. is oU:~.eontentio~,thJ\ t"certai n fetlern,l' fnxJlol;icl{'~
orc,nct!l:any.undermiriin~theforro;l·tioJ;l 'and d:ey~loHn1('nt'of.t~Chl)o,l~~'~llnRNh
!;mnU' h,usihesse~~.Fo_r~xnnH,le; ,tl,lthpl~,~h snth tax:' }n~(;.nri,\·C:R-nR,: jrlv~~tiU,J~~t 'tl~X.

.el~edi ~s,::\n(l, '~ccel~rn.ted:~lelJrecinti9rl': selledn:l:~~1JI)ply-toan_¢~.IIlpmli(~~..,;thr.\'plnme
or.,th~se 't"r~l"~gong,puhlic', tnx're\,~,ll\r~~,nrecn,ptj1;1~e<1:"l)r:,1 ti,~g~,,:~nUHI~111~~,,:'Jwt
~n~alt:. 'Sm:i'11 ,Jlrnl'sj, ~sr)ecirtll~'.'in. :th~ir. 'yearly )~e\'lI'So~:.:op~t:lti.(lrl"rilr{'I;Y_-,l}l-rr~e
('l1ml~Il,.l?r~fit-'s:tolltUi?:e. ,~l~ch ..i.~c('ntir('s. ,By:. thp .sflm:c:t(JkQ~;;-t)lcnr~f~.r·f:'ij,FM
t~x·.tr~lJt,lll~htor~flP~ttJJ'~nins'·"ncross~,the"l1(}.U',rd''-,ba~4otJ.e,very,Utlle-,.Jfnnythtp~,
'(o,,~n,eo~l~r4geip~~StlIlenthlSnial(,c(}trIpanl('s,' ,,' " .:., .... -_ - ," ".' ",'" --: ,'-' .

'ye,do· npt; n~lY.QCa't~' 1Jl?rc .nrO~raiJlsot .~tin.~t)r.c.,tft;x:lrt('c~'~h;~~,:t(}f;t.rIl1"I~h te,
t.il~: Slll:tU :husifles~. s:e<;tl}.,..Rflt'ler.,,~~e- fee,l'..lhn,t- c:ri8.ti~'(J.-; tfi~,:.r,e,:,~nlH·~·e,c?rl1d ~h? .
fn.~'P1!1xeelJe~tix.~ly,,, lltil.-i.~~,t1,~,,;,~~.fe ,f~l~rnJ ';~()t~pmlrn( 'rnl,l~t,r~,eogrlJ~~·.·. :,fhnt '.• tl~:X,
inc.aIl~j \'fR': \vUJnlr:~'V-,:',miJ1'-9n:~":')iJf'_PHhI i~_. 'fll)i.l~ .~!i' jhft-t .. 'Cot,l J<1 ... 1~1:.' .nl,f)re '. ~ftlci ('ptly
fn~~~t~.:in.sJAl'l-ll. 'coDlPnni-Nf; X'T1d~ Jfo:' sli4-lJ1gc:~<,',~le .tnx:·t~e.tment. nfc.npltnc1frai,ns
~l;I:s,lnstitllte.d,aS,aclv6c-nteu: h.Y ·t-he.C~'rt~r .I\~:rI1jJlistr~linn.priy.n tc:i',n\'n'-ttm~nt

in.smnllfirms,\\,,()uld he enc0t1r'nged.',Atnre~ep-t;it ·is .~-nt..;>-A.~Rin. i.tjsJhQ~,e
c,(Jll1pa~ie~. :no.t :In~Ke('.~t~l.lH~l~~>:d,OIlPR':thllt,l:lnve ·Ui,e J110S'tto, 'OffC'r',i~ the,vny
OfjllhR. tn-x Teyeulles. ,1Ilno\:aX~ri:tl,s~and~xPrlr.t~.',', .... . "'; .•.......... ,,'. ", ". ' . ,.

,If t~le f~lf'rn19-o\#crmuf'nt ha!;"h('('n ~11)"." tQrr:lcttnthe pr()hlpm~,oftf'r.:hnolri~.
hriR('(l.!';in:lllh,mdnr~.<.:~s.th~ State of :\r;l~Mchlls~tt~hnsh('g'un t() nrt,in n po!'li 4

tin~ mflIHlcr;" Thrs·nn~t.Tuly, thc:5!n~~:lnll:ns('tts ,rrr('llnol()~:v D{'\'(>l-~pn1f'nt<:or4
nnrntinn \Yn~.'p~t~lh~Ishpd"to Drovi<1e_hothmn_n,fl~€'m('nt>n:~;~.i~tn:n.~Pl1rlfl"elirprt
fln:ll1('i:tl.ns."isfuuceto 'etitf:~pJ:t:',~euI's an<1tecllDolCJ:g'y:~hn~(>(l,·.~mflll·hqsihf'~~I>!'C:"\:-i,
a d€'n·lopment fiIlllnee Inf"Cll'nni~m.)[TDC has. the unique: CI)P;ll!ili,' yt():.c1irf'~n,.,·
stimulnte the flow 01' high risk c;1pital toimlO\'nth'(' ~rowth eomJlnil-i('~. :\[TDC
11fts lw('11 .d€'~i~lH·cl· with tIll" fol1owin;::- point :in miIltl: nc'w{,lltf'fpris{'c1(,yplor~

ment (>~nnot h~(lfln(> hyth(' pri\'":1tf' ~e(·tnr nInTH:>. nor h}# the l,nhliesf'('tor nlnne,
ll1lt throH~h n cnllnhol;ati;rp(',ff?rt that If'vf'ls~ff thestr('n~th~ of hoth sc'cton;.
"~e nnticipate thnt·the ~nlal1 '-p'nrtion.o,f pnhlie dnBarsth:1t)ITDC',put~ontwill
he T('p;rjd mnny time;:;:, o\,pr~in the fnrmof inerNI5w<1prinlnrJ"('mpl(1\'m~nt.tnx:
r('\·E'llUP~. inno"ntinn~~'nIl(lpxpnrtr-;.. Dollar,for donnr~ a.(lpw·lnpm~nt fimmce
me-ch,nnism. of :\JTDC'S .type .~honld prm"e to he a wnrli:nhlf'. mnf]C'l· for other' !-'tates
finel f\~T('(lnlprogrnms. IIopefull:r, federaldollnrswill be ano<'nt~l to :-'l1ppcrt
snch ('tul'·:l\·or~.

"~cnp}ilnml:niHr('fforf~ to implc'mpnt n mort'" mlicmnl f(>llrt'a,lpol,h::,y- fnrpnt4
f'nt~. Hopf'fnl1y tllf!": ~nmf' rn tinnnlf' wiHlf':ul.to ntlH'r fe-forIns t,hrytnrener('!-l!":nry
fo·stimlllntp. t('('l1nnlo,~y·h:l~!"'d. smnl1 hnRim'f:sr~.~omp(·titioJ1;'nndtll.C AnwrknTl
(':cnpnJllY. ~hollh1 :wm rf'fJ:llir(O nny :HhlitionaI infurmation, tt~stimony,or whfltf.'\'f'r.
'We at )ITJ)C would·he hnppy to oblige.

Sincerel)', :rours,

:~[r; .Ton~.,R. M'lqK.
Prr1rh/rnf.Jl kh;ya,.~Tn(>ri:Y.~Re.90urce Re~ear(fhA"~8ociatlon~

Dclro/I,.JUc1l... .',.....' >., '.' ..

Dfo:,,,.ToHX:' TI~(oorni\:('r~tt.\· !1ntl ~mnll lJllslnes.s Pntpnt PrO¢f',cltlr('.~~.C"t,~n9
rplntr~(,hlei'cl()TlF~hrtl:1ty 'fl.l!)7!l. h~' ;;;::Nla~ors I:ttrch Bnyb n~.d,:nob'Doll?'.Ithn~
I~mnpronsro·!":p'on~f.;.~.~.:.1 ncl hro:ll,l 'l!Imrf is{1Tl·RtIt?l)()rt in ~heSt'Dnte.,.i\~.r~mprinf()ll

hlaha~ h~'niHtr"lll1v"ll In the> Ih"'1s(> hy .·,lJ,("pre..s('ntnt~t:e,J}et~r--'~Omno·:It;:too,
hAS Wl(}(,'spr{'ocl snpport.. '~('r)' simnly, tI~l~'~,r.o.vosed le:g~f:I,hltion:\yill,·.o.U()l\;··. ~:9J~'.
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lL\RllTJl ~. J:fcKf:lXt'-:Y.,
E;tt:ru'iec ;Scl·r~·lflr-!l.

'.6l0)rAR ,p~t\",~*R.
1J(rccfo,. fit UC8Cat~1t:.

2i!

pn.t.~&_!9:w~Hl(1-'-he:-lit-__-l(mst _.tgQ.oQo!-:T1m:f.n~f' __nUyt-m,'~fI-- ii:: _fJlrr.p•. "hl_1r'In'~cnt,i:vp._ frr-.
diS("~'()S,~ -' _nc~ .. :Jtno~:ledgr,(Jn1{l :-,thu~'Jnrn it _rnf{)'ll~{>-:tll'Jlrodnnt::~,-I' rut --proc_~~~~)
tsntf'e,rly' .}n(>}i:lI1~" ~he Bn)'~/nill~Nllwnuld~ ,nt J(>n~~t in·! lH~·nnivprftiJiefi-.,J:trJn'l!·
fpr.th roney' I~Y-[.,nt1,\"enf'!t~-,~ldrh now ~o~,unr(>r.<Jrl~be('n'n~~_fil1Jng,'Out_t}j~
gO\'er~J~e-rjlr9i:m!r_i~:u,,~n_f'te'o't lit11~._-, _ '-"" ,'_ __ ", : /',_ ,',. ",',

1:,hPP¢-t~lllt-~~~ ,r~ollnlfn~,()f_(Jnl"_Jn (pst.Jn:.,"p,nt ion Indf1rn ttlnclt,h('. ('tl~pn-~:fti)~.
rpg'ntdfJ1K_un-rrp?rt~d, ~nvt:rlJlnn '(hiring: _:t_('{lernny~~'n(ln~a~('d_r,f'~('nr~h~':H:I J;i r-_~
you __ s~)ll1efr~~,h:htlnto J:hf,::~lml~':<l'fp~ohl~m!i W~l h'h" this ~fndlm~, I('~lslaUon cnn
nl}(~\·lnte.J,\l~ge'yon to conJinue ,your efforts to E'n~ure ,p.n~s:t~e..

Sincerely,

'Tne ,,,:\MER'tfA,~ '~i10fF:TYM~ T~~\'F;,~'-r:ry,R~,:
K iII!!/!f Pru R.!J~,.,Pn;",J"nc:-h,fWt!J.

Re S. 414,lbe University ani! Smull Rn,lno,. Putent I'roc-ecJuro" Aol.
BmC'l'l,:,BAT,t:rt, ",,', " ,:,:, " ",',' ," . ",:," ,'; ,:
Chf!ir:m(l,'tf,~;rt8."Srnflfc Conim,Utce,on the ,Jfld'icfnr:lI~"Subf'fHn'miftcc,r,:n the, ,C't)n.

~t1tutlqn, ll'a.llillgtqn, !J.e.
J)~,~, ,-,S,~~ATOR'::T\A.'·tt,,:,:·-,U~r,~enJi,-ne',th~, An,l~fi('n ,n ,:'~t)r,t~'tY,Or' ,'In''rrl:t:Or-~. 'iI'iii1

al~pthnt ,gf'oiJp's' t'ol1nlnJrC()n,HthHl~'HIP X:i{!,,'B:"l1 rmH!n'~,~ ()f rfl\'(',nt(;r'~ nr~:1Jli­
zntl(ln~C~CTO~.J"wl~h.to ,st:tt~th:lt OllrJIl1~ilinn f:l\''':N enaf'hnf'nt, Of:P'lf:~liiJI
tor (11(. ~onnd, rc'tl~oT1~:~tnt{'(l "inl,ts ,~hJN11\;('~.,Pl1rtlC"111:1rl,r with ,r(~I~·t,t()pr()Yi~
810ns thereot:~ppnr::'l,II,letQ'.Riunlll'11:':in~~. ('ntr(>ltr~p('urial j'uuo\"atlntl. Rllll ·t'luJ
enCL\lrn~enl'P,~'torllJ'\";~tnl{>nt h,r,tl~I<>:".hr:iYnt-{> !"+~·1,flr., . ,... .' ,

"'e' "'1tPport,'lbe\"',tew~'to'be ~ttitNI JI~Erie~{'h(>JlIn nrt!l(> Xiltlon,nl Rrilall
Bil!,:;inf'~ A~Rri<-lfltion. audw(' fisk thntsnch 8uPJK)rt r'E! m:~'JI'·ofr(l{'()nl'­

Respectfully,

f:F.:"F,R.-\ T,· Eu:,·~RrrrO ..
FairfidcI. ('(nln., JUllc19, J-rr:n.

non; Ihp.crtRAYIT,
V;$;. Sc-rrate.
ll'a8hinglqn, n.e.
nr:_~RRExA"()RnITlT:, You wrolpto me: Dn April 11.1!'t7!l abont. tlH'I. pn~follhiHt~ o!

t('~Ii(d1H;in ,rMtI)('('t to t1l(" T·niy(·~HY 111111 SIll~ll1. HlIc:j}H'o.;...; I"af"nt Prlw.-dllrl·:'l
Art. R. 414. '\Ye Ilppr('{'!nt('d the- 01)ll0rfnnHy or ('on:"l1ltiJl~ w!lll your ~ta(t Tt:lr·
ttcnlnrly con('<,,~nln,~ thepr(,fl~'~~orIHlt~. :1-mn.!llHl n~ I told:'\fr. Jf)P ~\Ht>ll.

we "'ere quite wilJin~ to t{'~ur~' if ~o in\'Ht"tl. ()::r ~t1pport i:-;~ or <,ours('l.. h,a:<o:N,l
In ~OIl1e~l:mlllC"nnt nwasoN" on th(' In'll.!!Hf1::::pjn S(~ction~l~(C"} or~. ·tH~' ,wIdell .

.I\~ yOll IntrodnC't""rl It. t('l.('O!::nlzMC the <'ir<'llIUgtnn('(" nt",<'ontrflC'torsot'he:r than
unfl"f'rsltl<"Si';rnnll hn,sin('f'~(~,.· fill,·d. non.pro~t·. ort,.:'tlniz:1 t ion:-:; This ·pa rt o-f' tllt~
ll:l.1f~ l"("rylmpOrtnnt,ond we wcre,ulOst, pJ('uS,ed to hnn~·h{Hlll :rolt.-'fni1hprO\'j!1:':
Hln this, r('l.~Pe<'t.

',1 W01Jh1 .like tOrf~tlrn. hO'\'E'vpr~ to ·our' .~i1.r~({',r, $n~~('sf!nn lnr~:t~tJo ~f.,·~
tlon 20·{of ~.,41·t 'l1d~yroT-fs.ion,rf"lnt(,5to,"Ut'l.turn ofC;on'rnn:l('ut'-llin"St,rllf'n,f".
:mclwep-t,l.IJ h~'~h?,e;,tlmt thl~~{'('nonwo1tl(~h('oh£"ttcrd('l('rf'(l,fr{)IH,:-::<:1:l',l,:~-:

tWin;! ro:t1Q!f't'1ltoot1cti"t-. H)'rh~lJrln1T~ry"ohje<'H\'('$' ()r~. 414."r11i",' :--n,zg:....~rJon
('onttnn~' to ,J){'I. OU1"~tN)n;:,.~mflWIHl:ltlm~.,If. it '(l('\'('lm~,tlmt,,!'o'lll(J'pr(IYi~lm\

wl{hil)' th('l.:~rllrlt, Of ~~t-lon, '2(» ,I~,to,r~,ItH.. 't"ltnhlY In ,:4. '414. Hlf'nw('l. ]IPHe"r
thnt ,the f'Ollowln~,prit1clpl<>s R~01tlt1"heron:,il:l,(>ort'it ,nncl'\v(', \'''()'l~ht "Wf?It'QUle,'t il~
opport,unity to talk, to, )'i)ur stafT', nhont d('n'topiDg' $:p~lP('.1ar\tHln~p;

1.,~(>i>t,hm,2<t!,,~oultl, Ilfl~f:' thC'" rer'1:1rp, :of <l~w('rnTW"lt,in\"(··4ulPflt(I.1'1 ,lif'f"nf.:.i:n;r
Of Slll~J('et',:I~'t"('~l,tIo~:l~ or t,he~:ll('(.lt I)r()dll('t!t~mho,d)-ln~,or,<nlfi.n}lractll~~dJ)y, ,on
pro('(>.o;;,q ,t;'tl1~H~I.o;hl~, n,quhk('t.1Tl\'~n~ion.WhE're, n~\llljee~lnV:l?n,Uon lln~' not'h~l1

Jt~t('llj,frl,llt,lt:,:~,ncJA,'lt~~,flY I,nto cflmmeTW throllj.!b','H~ll~i,,1lt:' ()r:dlT("("t:, Pf6c1.nrt
f:n1("!-t.(l11.r,('~I~:~ri,(Incy',1~th:ltJ;:'ucll r( ~~lhj~t innmUon, q~I,(',kl!f'-"-te~:,the,.'f~n.l)li~
dn ll1j1I,n. In tll(~,'n',I~('rtN'",(It nr:lt('J1t~t;Pt('{'t~n~t,h(,'~lI11ject:h:l'""'(,'.nt'to,n~,..~ti;e ,rpR"tlltts .
Htn f"ll(-.("()tltrSl~t~r, or',c:,t.n~ t,t nJ::. th~'lp,~~>flii~n:,fl;ml~' i:l~f'l:f 01It1~rrt('(l ·l~·ttJ:8'k('J),!l)~"
~ents to t-I~cG~v('p1ri1e,nt,t(lo~,: S4')~~lhl,ng:~'hich:n;ny .tl1lr(l:pnr:tY.,efln,:rr~lY Jl,PP:ty..

///
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'Jlrlat~to ttil own use. Tltu~. wehellev~thatltfs only eQuitable lhat any.~qulre­
Ine.nt to refund llloney to the Qo,·ern.n,ent be conditioned on the .•ubject faven-
tlo!is befnSl'alellle<i. . ...•..•......' .' ..' . .' .

It might be \lIought tbat c~.nngillgSeetion 2(j4 so tbat ItllPpHcsonly ..«1
pat~n ted- Bubj_~t ,lnyentlQI,<s 'll1n~'4tglve.thec()ntractor.a HIO?pbole',' t(),f1"o~l~use
Gorermtiellt,spollJiori!d l'tveullonsailliply by uot seeking llaleutllroteetion. 1'11.9
ll'it~\T_er"to tbl:S,tlt~~(·~s_ :tti ,US,~,R_tl1U~tll~ :GoverJlme~t1t8el~::Bas~rlgbt ~o}Ue_
pillent a]lplIcations wberetbe. c?lltra~lor. eleetauot. 10 flO so. WbUe ~·eb.avll

.C1ue~H(jued' the d~lrahili 9';' or tb~'-Gpvel·tlnH·n~ liBll~pn:tent",applietrtl?PfJ 8~I.e~r
forlta: own.defensiv~l)U'rI.ose.s, 'It ~o~,I4' f;~eDl ..'~h~t, th,e GovernmeIlt,JiHng" ,pa.ten~
nI>plic;~ti()ns to ,PI't)t~t sig-niOcant· iD"ert~o~18W01)hJ, :be [lnother ,mll~te~.,-~u8~
"'e lleUeve/batlimitlng ~eel1ou 2(i4 'l() pnl"n1i!d Inve.ntioua.la n~ellSarYJt tbe
org~nr~nti(}n.orlglnr:tblg:',th~:~~V~~~'IOllS" .nlh,~lt onGo'VeFn~~:nt ,f,nn~8j>J~ 'W::i)O.
lr""te<ifalr1y. aad It seems to. )I"thatthcre I. n fuUanawerto 1l1eonly '!pestlon
that xniJ:,htbe rnls~d ~houtthf,liul~rng of~u~~,nch:i'll.ge'., ",: " '''' "",:", ,;",'

2~' Oll,:sq~e ,00cZlsion!->.it·,~1~~hl,be"e,~p.ected,-t-hll't,',~•. ~l~J~t Jnve.nt~Q~-~(W·!d
n]6n~·lteU)~ ohject ()f nllcN~.~;ln,,('?ntr.nc.t.or·thatit ,wou~d,nlotu~'~llsV-~,ute
{.sseiJttn-lb" 'nil of: aC(}mn.lc·r~fnl't,nr~l,i~pt.·,J ..lkelYtb'0'Ye~~J:'-, ltwiU'l>e: far.lnore
,<,Om1.40n,"t(l,~nd" t-bn·t;, Vie sll_hjec:t,:l~lY~l~tIon J~,(l'~_in()[',PArt;" perht1t>s,l~~.:~hrt~'
l%.ot It llcenshigprogramorcollllllerclni prodUct, S~tlon 204. In Its ll'es¢nt
fOi'mwoultlnot rcllect.therelal1velJl1!"lrlun~e>ott1>.eaubject InVelltlOnb)lt. on
the, '(+()u-trnry,:w() lJJd '~tl'1J:'fO,r.D. ' t"€"tu·~d ,1)ll:se(lti.r)()~.:t,\Jl ji~t'l~c<>me ,fro,m ,ft,;U;censlnJ;
progrnIllln\"olvln~, nsubJect. fn\"~ilti,ori.':Qr.,nlL,frlCon}e~CC~'ln~from~Jes" ~~. '
prodt-lets, ,?m1Jodyfn~ .Of'. m·n,~~~:f~ct'ilrerl'~Y;"fl.proc(.~q.('m,p~OYlnnaHUbjeet-lIiven.
tioni,For example. If the ~libJ~tJn\'"(>nt,lon-w('re.a..-u~\V;weldln~ teclJnlctue,a.ppU-
cable totheweldnI~ot.rnd~Jltor,~.i.ll~~nt(!,J_nOh!I(>~;:tl1(>,rf~ftlmlwou,lt.i 1:le hl1:~~l }19t.... '. ','"
llponther('lntlyce':'Contrlhuti(mof:tll~frl\'enU?n'hu(ra:ther uPo~r.il:l'COt:D~ ~~I-Ve:d> ,. ~,- v

from the anIe ot the entire~utomohile,Tbus.lton!y this one sohject InventIon
were to beincofI?Ornteti In Jl~,n.'~·l()mobil('~fheIIln!1JlfHcturerthereor~onld,hnve
fI stron,A':in(>('nti-ve not fo commt'r("ioHzptlu~Jo:lIhJP('thl~·e,tHi.on in tl1l!'l'lVllY b('-("lnl~e

Jnnot so (]oln~.n JlOssJhly.sl~Ilifl~nutrefV-'ld to tht;,Goyerpmentcouid be avold~d.
'l"bll~. S('-CUon204 wonJ(lbe-pro\':ldin~,.-:·.;i l'onA'~iisJI)eentive. in' the ye~y he-nrthmd
or ftslntendpdohjectlves. "lVe-, lwlievethat ~e-etlon2Q4'~houldben-me-nded ~o
that the-nmount otrE'fund fs '1,llalifi,E'd innccordance",Hhtbe contribution made
~IY n Ruhjt?ct in~e:ntIon ~o n,~fvf'n lil:-'f"n;.:~ prO![r';lmnr ("()mrner('oinI lWf'(hwt. In

-otherworrls,. fin Inve:nttoD.n:trectiutronly ,a~-mnn portion of the product or pro--
.crnm!'houJcl notCfi]11or s: refund hasecqunl to the total licensing income or the
10tnlpTfmnct Or' pro:;:rnmRale:s. .. .. .... -

3. Thp,nmOlllJt ofths.Government' in\"~stm(>nt,\hlchwn~ retul'lJE'rl wonld P~Ob-­
abl.v Itt'- tnx'-dedndlhle bynf;m~lI hll~in(>;;:s n~ nn ,orilinnryflnd n~s~flry bmd­
np~~ ,('>xpen~(>: hOW{>V(>f. that' mnynot hEl ,(>ntfre-ly :free-from donht.WhUe'the
optimulUsoJutionwouHt henl'1nmen_dn~Nltfothe J'nt~rnnl Hf:\YE'nne .Coilf:', It is
h(loIl{>~Nln pro\~lslon nd6('d. to·'Ptlt'n~t':'lph20-Hc)wo1.l1d he npproprlnh\ tndfcnt.;.
fnltthnt J):lymen t~ m,af]e nn(lf'r S;f'etlons~04 (a) or (b) 'Would be business exp~nRe9
tor Jo"~(lpr1l1'lnrometnxnnnm~~, . ' ". "...'. '.' .... - ....•

4. ~~tlon204{n)'.wonld<Hml.ttl1p-Go,"Prtlm(>nr~~?nr(' to 50 .lWT ~ntmn nf
U('pY)!':inl:!:fO('om('.'Ve ll£"ll~\"Pdth:1tthl~,nnmhpr $hontcl he ~~lhj::tllntlrdly lowflr nne!
thnt Jh~rf" ~honld 1~ n ('()rrp~pondingp:";"prp~s f:':1P on. th~ r;o\"'~rnm('nt':-t mnxlmmu
f:.h,~~fn SectIon 204Jhh:A)SO;flh~~thpmn~imllt11l';,ref(~r"to onp. !"-:nhjfl:('~ln\·f'n,.
ti'nn.nrHt. mfl r,:r f;l1hjr-ct f'flv(lt)tlon~: mJ~IIt '~p Jnl"oll"P(1 jnnn)"' ;c:1"E"n·ll~~n~l.nl!.Pro­
~r:lm,ot' cmnmprefnl p~dt:Jrt!"-:nles;,-'ft;shon1dh~ItJnr1E"'clpnr thnt thp fnclh.·,hlnnl
.n1fI:~fmnm!-1 :101' nmnnhProtFHhJ~tjn\(>rltJ.on~nrp: ,.l~t c1rrnnJlltlt'p. Thf,'ppr'<'en ;.·
111m, ~tnt~~ ~hOld_d h~ror;~·hei()tn:Jprodnct';nnmnlt(',rllOW ,.rnnnY'.ln'~pntlnn~Of
fnn<1ln~ ng-ref'T11('ntR.nrp. In:\""o-l-:,:~.Othp-r\~.-I~e. ,thP: ql!lln('PnH\':e:IJl~'~ hf'. nprlfP:~~tl"e.

:0;. '['he- refnrnoff=o.'t"pTJ:\rn.ent In,"f"~,tm('ntln,~fl1'tfnn204",l",onlf.~h~ hnt:t~fl,npon
net ,.fn("OIlle' whIp,JI tJ1flY l~,'ll Ptlrtl('I1.1n,t'I)-" {'1lffiplf>,:X ,:h:l~~ to ,~":tnhli~h~r~,·fjlH.t'ln~
ht,:::h1s-trn II1E'dn('eounlf1~t~llJlJoth.~mrillhn~ln('R~;nn<1.the (1rn:{>rnnu-.nt rorndmln­
J~trnf-l~ln. ThI~ IR ~. il1fflNi,ltprohl<'tn: ,:It'f':ft in "·llJctr.nnR\\·~Nt nre lmr}i"'nrfo ,11~.
rf'rhnJ1~;th('('(J~,t'rnctor.8h~T11(1'h(':giYf'llthp option of: 11l-aldns; n~!rn~l~vn~'flJ('nt
to ::the,now·rn,~pnt.refuI1rlfn~,thn-t .pflrtof·thp:(;o,r('rnmpn~, cnntT:'l('t.tl1011PY
et{'\·nf.e<tJ():~('n()rnt!1;t't,n .~lhj~t -:fllypntl(ln~hh'b .f~.,tl :'~&.tHr.otl~h 11-<:>('no;:'lru:, or
pt'ndllct: ~:lle~~ .A.nottlt~r ..~ptloD, m:.JJ{~t.- he·. to .rnnkE!,pr:o~,r(,~R'p:tym('n t~,h:l'J;:£"et .'U1J;lP
totnJ'na~~ll1~e,rN'{"i:~("(I.from Hr-en.~lng or JlroClI~ct:,~n-iC's.ulltllthe Gort"rntll,ent,
"udbeen rCl'uldtor ItscQutrlbnt!on, .... '.
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To tl tnr~e-d'p~ree" tbe(i.imcult1egn9't~d: _g:.Q,(,i,",e~t~f'I_f!Cte~"~b.f we-' 8't1u~,hf~R'rlfer­
to l1uve _S~t1on '204, d~lete<l. 'Va. hnrl)Qred'.lllore,ll'o.pe than thlit-thiH,'re,",ult ,W'Quld
talie,vlllceU.ran: \ve -b~~·ere:asoh, to bave ~o_W~T~_a:,~JS',why-:,Otlr com~(~rils In-respect
t,() 8ec~ioIl',2(}learne~ were80D)~w~ll~l_lt1er-:flnd thi-s Istller,E'aSon"'~,I~y'\~·e-[J().w
bellcy~_ 'tIHlt,we'sbolll~ e'xP,lalIl'"ln ':J.n9re -(letall. AS 'we _,lln'l"e; don,Q, nho,'p; -,what
proIJ,~('tns,,'e,fore~ee,.a,nd: ?ffp,r' ,'()lIr, r:;,on~t ructJl"~_n~!o:'i~tn JIpe" t 0 ,~Oll ?Uf>f:" -_fi';::~ i 11.

Thflnk~ J:i-i;aiulPyol1tindyout' stiftrfor lIstening to, us ,l){:~rQte,D.nd ,weh0!1eyou
Wnl not 11£'sIJII,tefocnlitipoll US Jlguin. "

YerytrulyyoU'r8, '

,AMERr<AN" ,.·()u'f:\flr'.\,r•. f4()~' I::,TY:.
l~'O,sh:i ngl?t&.~. 'D~C':~ .~U"IC. 21 ,.mi'!).

Hon. BIRCII:ll.hqi""",. . .... ,":<':< "":"c.
rlll air11l~·n.,~t{bc()mn:t,~,tte~l)~ Canst it!4tio,n t O?mm!t (cc ,on; t-hc'Judkfary,
U.S.S('~atc. lV~8~lnlltQ~.J).(J. . .. • .• .••••. ..• ..• • .•.. •.... ••..

,riE~R ,.SEN/LTOR lJAy.,n,:,The ~tnerleari 'C~et111~n,1,~()ch;~tr.~, flJ~T~I~:.~e~.t Jli~ "PPOT·
ft1:Illty to 'eorn~¢Jrt:'0t1'-S.'414.tti~"Unl\·erj;ity:*~d,~tt;l*llJlt·t~l'il~~!iPat.fnt,P.roc:'~
(lu:res Act/' .1t.:il'):':1l,ppropriatef()r.tll:e,S(jCj~t~~.~.i;nhnl~t tNs': ,~t.1:h:·~~,n:t~1~1(,e. ,it,s
N'ilti.ounl. GlIa.rt~r·tllInoscS. O'}li~lltj()m~'·on~t.h'eSoch't~,· toprQ~·:ld~:il",,~i~t·~~~e to.lh~
Gov(.n)ment Jn~:mnt·te'NFotJlnlioT1::\rt;m<:'ernrf'1:lJ~'.fl.tot:11e:.g()e,i.f'ts"~··nr('a~.of
cornpetence·;,snd also, 'in:J~~,br?'a~estllnd\nost:iH,leralmnnner to'l\~(lrkfor t]le
adl"&l1eer;nent.. Of' c~(·mJstr:y.n[ld the 'prorno"tfon: ,of, r('~{>~'r('h,.in('h;f'mjp:d~cien-re
and, l:udustryt Hiher.ebyfost~r-in~· p~blicW~lfllre:;aJ)(l(!(ll~~lltiOll; nidillJ!the(l('\"("!·
'opment of: ()ur coJl~,~FY"s'lnpustrreSf.~iI:d'a'4drng: t()' the·~?terial·.llrOSPl?:rit~:1'1)11
'h,*'ppioess::<ofqu.r,:.v~.o:pleY.,'" '"<;'< . .,: :"";"" .. ' "";., .' . '

li'ull,nqe(lin 187fl; th~,J.\merlcRn· Chemienl'S.o~If'ty ,,"~R chartcn-d '(lS a nonprofit.
sclentIfiC8.ncl'P(1ucatloI1n:l·or~nni,:utUl)nby an ,,~ct.of Co:n:~~(>~~,whl(:h.',":fl.~~i~n(>d
into law on AUgus~25. 11)'n. ,Currc.nt meJ)lh~t}:hipin-th~~oci~f:y: is: npp,roximrl,te-1y
116,oooi'ndivi(}ufll cbC'ml~ts,1lnd ch~mJ.cnl {'flgIu('cpi<,j, 're~ectin~ n. h,ro.Itisr~'ct-rnD1
in tleademic, .govern~.er;tnl,.·and irHlustrIal .prof-essij),n:1I!IUrsuit!". Cllf'micalor
0tllE'rcompanies are not eHgiblefor·,memhership.'About60~,'oof nnr memtwrK nre·
e[()ployed by Industry.2;),!o by academic· institutions, and 15% by gOyprllment
and nonprofit Institutions.

'l.~he S{)detr. prjQlarily tllrou~b its .TointRollrd,Conndl Committ(>-€' on Pnt€>nt
~atters and Related: I.egjslaHon. monitors le~islationnnd f('('ternl n~t>nry n~~111a·

tionsrel~tlng to ownership of inventions nndpalents as well aspolid('s nUll
procedures pertainlD.g thereto. . . .

It is the-posIUon~of the ACS that tE'cbnolo,;cal innovation und'f'rH£"sand sup­
port.smodern socIety. Stron~ nnd'continuons efforts to· enhanc~ and f'xpnnd t(>('I1­
noJOJtical innovation result inlligh. st:lndnrd~'of'liyi-n~ng,ex~mpll-tied hy the·
llistory of the Unlt~ States. .Elery .. effort should be-mnde ·to .£'nrol1rn::C'· nnn
i:ltrengthen technoloJ;icnl innorationso that tbese'~tandards'Bre'maintnin(~rln1Hl
expanded, Cont1nu~,inn()vntion·mu!itlie n,nntionnll'0li('~ if .wenr(' to ·finll 50111­
t1(}.n~ to ever more. ('Ol1)plex,s6<-lal. ('COnomi{'..-m!d {'nYiro'nmentnlpr()hl('ms~

Any nntionalpolicy ~oencoural:E'.!.nno,·atlQn ,must m'nkp,H',m~{'nsynspo~~ihle

to IIn'()O'l:t to Pe,r'fo.nn l"('~en-rch nnd<le-\'~,I~m('nt on i.nYentivP~d('n~.,to demon5frn~e

tb,econunerci,nl,fellsibqlty of t~lese iden£:!. 'ond ,to diffllse· Ilewprorlnct!;.und. prO(";.
e~('~eIIlhodYing the ,ideas 'tbroughout,thE:: ;.~arketPlucefortbe',benefit, of the
general pnblie. .• . . ... ... ..

In the real w()r14. ,1~.1l1e~~llttltton; 9,t Jh,f;'8e$-teps'lsh:inl'.crrd,hr'innny- fnctor~­
t~hnolo~Ical. e('()uomlc, euTlronm.entalo' th'!! me:rereaistn,nce Qtbumu:ns -.tochange~

to,tpentJ,nnQJ11.y n f.e.w. '.. ,; ,':',', .' ..:"-, ' , '... ' ':,. ".. " .. ','...... '
()nej'mm>rt-ant fa~tor:,w.h!c~.C11CQlffpgt" In·hQ\"ntion.:.lH~wever •. ls.I1·'~trong' pat~nt._

RY.stf'lJl' )n.. the Unl,te<i:S,t'n'tes'\te"hfiye J)(\~tt::'f?tt.ltnn-te '(hnt our,:f()~:fatht'rs1:1 id
:the .ro~ndntjon, tor~\l~b"fl,.;~Y9,tem;.I~. ·Qlir":oon~.t~t,uH~n, ..O~er t~~·.:rents''~.hp r.~.
pat~nt:~yst{'m:basheen.nstrQJ:l~poslH,:e,·.l,j],flu~nce;.in: th~:.ee()nonp~'or.p:re :('nun try:.

Xe;,('rtpel~~q;· c('t"tr. in~oo.d .f~ntu~£"S ,1~Ji~reDth,l t hepntel1t ,Sy~t('t11.hn:e"lxoCOU1("
ero(lef1:th~ngh("o.~rt tlf'tlop~'~rhn,·~:l'(',("l1,nlfHl.p l"-~-"'~ff'N::'t 1.\·{;:Ulrpl1~bt:h~ ('n:l('£-'
ni"('nt ·ot:-'Je..~.I~lntiQ~'or by·tli~,,~dmlnJ~(r~Ji,"f;.n(!:tion~,w.-i.thln 't-he .. fedE.'.f'nl Jron~r-n­
In{,llt. An i~porfanrnrPJ~" "\1ie reo a(hninJ':1t ~.nri,"eri{;tinn.Jlfl~hwnJl)ll~.ll,UoT-v 'r('guits
troDl n lark Of,l1tli~OI'tPltyotJ1flf~n~PQ1.I~Yilet~el"':nf~d~rn1:1J~('n.(.lP!'t~"rrO<-'(>~ln,rE'9
~U,rr~ntIY·h~~n~.mwd ~i ffE'r,:trl:t~·k~(.lly Ill'oJ \Y4Y11: RJ::fn('iE'~ in. th~'ll':' (~pl('rn{'ntlltioJI
of theJl1ltentlcw~~parUmI1!lr,lyw~thres~t.t,:l-tbe4t'~('rmip~tlo:,'Q'9~'owt,1er~hip
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of pntents. This is n most Important point, beeallse It foll~ws thnt If the o~·n.r­
f;hlp,.otllPntt:nt.!:sAn doubt ()I''" it th·eacU....Uifs, O{':)D -OWlle.r nrc..t.oo,_ res~,~lcte(l
.,~el~Hye :t(l tlJ~ <1e"elopm~J1t():f~;patent._~h_e ,In:....('nt~()n:_~9\·cr('(1 hy ,:t:he >p~t(>nt,~HJ
often lie fallow nnd be at no uoe to ebe public. This .s!tunllon represents nt hest
a'n ljrl.fl,focessurilY:"long d~lilY'-,o,~even ,perh~lP'fJ_IlCl)IJ)pJe(~'~()~sof_inno~llti n~ h~n__eo.t~
tp_altcruz~us_~'bo~- ~~esIllat -llfl-t"e:auIl~rt~dthe,oti~nal 'l'e~:e~lrch. __ .

T~t:s IS~U'~'_h:ns,iJeetl~ebnteil-,f(jr _deciHles _both~,lt~l't, ,an.(], 'outside. the,:G,Ol"'ern';,
tneht",bu~,fiJUll res~lution ,11Asl~~n elllsiye~._~be _1S0_C~_~t ,no\~".~~~e\·es,--tliat.le~~sl~.
t.iou,j,~,ilec,~f'Sntyto resolte,tl~ifJ,'problen1,;&·it1~e oS. ,411C:l.i~:-es~es:,i ts~lf tqJW~ -IS,s,ue
of _;e!3t8,blIshin~a-uniform- f¥eJ:'alpateyt-proee(}ur~,:,!or,8m.aU b.usines;;~s_ nnd
nonllrofit·or~nnlzntionstan(1-tg: ~hecre,:tUpnof',n -cO~$'h;t~nt: ~)(}l~cy ,find prl!cedure
conce~plnrpp.tcntDJJiU~y:of~nveptl0i19"ll1fid~,»~:ith!~~f~l_lpssi~t~p'ce,,tll~_Sodet~
baa e>:nmlned the content {)t the bill nnd wishes to comlllent on severn I of Ita
'pto;dsibHS _ - -_ _ _ __ __ ,- <:. .:,:.';':':" ," ":,,' :':,,' ,,',: ':,': >::',:;'O:"'~"'.:' __ -"

Th~ con~ellslls at the Society Is thnt In mnuy, but not nll"lostllnces the grant
at exclusive rights to potents Is required to Indtic~ Illdllstrlnl 'componl'es to under­
take eommercinllzntion of Inwrltious. It'is grntif}'ing, therefore. to note thllt
Section 202(n) of S. 414 provides tbat nonprollt an(l'smnll business orgnniZlltions
'mny. :eli-ct'to.tetnfn, -t.it1~t(} in"entlotis,r~~tllti.n~;~!Oni·r~~;ta"lly~,s:p~~,rt~rJ·~~E'arcl;t
andl-or ',develppmelltperformcd by :sut!Ii 9rgn:hiZ:iti~~1~~'1.'~'~ ~:l)il,~:t,:Y',~(},F~~ai Ii, t-,itl:~,t9
such iuventions Is particularly Illlportnnt to nonprollt organizations nsdt will
~'ia:bte:,t1ie~._t() __ ,~b~h:~;p~t¢n~.I>roteeU()I!,·~.~'t~~,:I~i'Y" out~et,.:\yh~,n:lti;yenli(),i~:~.,:{lr~
embryo':l~~:und 'fr~gm~IJ:-lHl )j'c'e"d":1n,tli~ f'rot:ect:i~;l,(hey ef:l'H.I;~t.,,:}'Ilm()'st in~,t~np~!:,
the tedernlly-funded resenreh performed by the"e orgnnizntions IS s<!lentill~alIy
oriented ()rls In' thearea of baslc·researeh;a,n~nny,i~v:e'I1ti,o~s,orpracti~,;"t,~npflU.
~qtion~ th-nt might resultarel]n~xpeCte{~run.()ut.~lJD:ostf1h~1l-~'S"f$tl~9,}:nv~ntiQnEl
lT~quir.e'wuchfli,rt.her;,J~ycstJllelJ~of. time all.d ,in9,n'~i" uefQre .~·lg~le, ,c()m-me!c~al
p,rQd l1G:tS:.ca:o .re.su IL ,Arrd',n Imost :alwnys, the' ret urn,:Qll'~lJ(*:"in¥-estine:llt'is-sIq~ll. or
nQ:n~extsteptfor'years; With reJe,ntion of titlennd'nHtllorl~tioI1to.-gi"n,tltlimited~

time ~~,ciusl;-elicenses,,n~ sf'tJorth in Sectiont!02te:),(7},nni\",ersitieswilLbe in
a~t:f<l:ng'I1osIU()Ilto eXIJe<lite the broad use (),f ff>{le:ratI;f-a,ssi~te{linv~nti()ns~
'. I(tttil;l bill igenucteq.;:t.lle,§o~iet;yhelie\~e$·thn,t:tlI.e.¢stalin~liia~.ntor~(;)nopoly'

'posi,tIplT$bY nUi,;,ersitjes:~6rtheirlicensees; 0;- bY::~p1ll-1l.Qusinfss~,s'is, very remote,
l(notnoDC'xlstenf. Innnyevent. the proviso in,Se'Ction 202(c) ,relating t?the'
G,oTernment's powe:r, torptnin title ,underexCE>ptional·ci'rcll,mstanceJ ',~onld effec·
tlvely prevent such monopoly.control bya. rontracti~gorganization" assuming
tlilspower i'sconscient~{)~slye,:x~rcised. Review. of thg,need for this safeguard is
provided in Section 202(b) where either the Comptroller Geneml at tbe {;nited
Stotes or the Chief COllnsel for Ad.acaey of the Smnll Business Admlulstratlon I.
charge-a mJh certifying,. that such determinations are incompliance wlththe
pro.isions of the bill.

The Saciety believes thnt nonprollt nnd smnn buslnl'SS organizations whleh ba.e
been granted r~ghts to inventions resulting ~rom ferJeraBy·nsslstedre-senrch :lire
accountable f()r tbeiracUvlties(Hl'(~ctM~ownrdst~led,e~'elopmf?ntofsuc~ inven­
tJoDsfor pubUcbenefitand.use. Snftahle l1nn,nnl ~p()rts to the're~tlv~funding

fl~eneles;sbouldb~,required;and.~beGovenlments~ould,ha~eth,e,nbility to rpc:nin
I'lghts·.to· the,inve:r.tJ(),nw~~ne"er.the nonprofit ·orSJ;Illlll ·.busIIles3 .,ofg'llnJza,Hon '
~nnotor.dge~·not sbow slltisfn~tory P:erformll:Ilce~'Th~··safe1nia-rds. proyided',to
~s!:luren~.countabnHy... Se«>tJOIl 202(c}. n re considered IlPi>r.()Dr'in~e,wor~nhle,br~e:
dures .'Yh1cl1 ..donotimpo~e· burdensome or~ costl~l'e{)(lrtlng'r.~uirements'-l1p?n
e:lth~r nODpl"{)l1tpr·.,':'Ulallbusines~,(}r~anizati(},ns..ln :fl1~t, the p~ur~·s,o~tllbed
In tM bill closely fallow those currently In .nllsfitrtory lise under the Insllt.utionHI
Pntent Agreements between the Department of Henlth, Edueatlon, aod Welfnre, or
th~ NlltJonnl .. Sc1en('e, 'Foundnff(),n, nnd mnny'unirpr$ltie!=l.TheSo~lfity,tind~S¢C'..
tlon 203, whleh pro.ides for GO"ernment mnrch·in rights as nn additional sofe-
guard, to he reasonnhle. '

TIle ACS agrees thnt th~ Government should TOeoup tupdln/: eo,ts tbrou/:b tbe
8hnrfn~.()tfneo~en.cel"utn.g.to ~{)nPr;oftt Qrspln1lhu$lnpss, orgrt,tilZ3U~nsh:tyin~
title to Invelltions r(>Su!tln/: from federally-n..l<ted r""enrcb or whirh nre heing
'licenF~ 11Ild~r pnten,ts'c()t"erlllF suell· fpt"entl,(>Ds. :~¢ctJon'~ set~fo.I"'t,hll't:'l1>~e.o
4nt:~. fOJ:",RCCornhlL::hJn~ ttl (~~.noweter~thisTlr~l,lr(1.:Hf~t~tt(\l}<{lPPe~rr-;d~ftIeuJt",
U':~flt ncndr I.rnpog81~Jl e t-o.ndmin lflter .fttlrI,," ~nde:quit:lhly ~Jt,l1outa-.('on~l~¢t;able '
fJmO,ltntot .. npg'()Hntfo l1 ,het:W~f?'n. tl~e,gov(,l"nrne:Jlf,6~f.nd~~,n,t1t.l.: the,ri~h.ts. h()ld,.e~.
It hI, ~ery .·.~.jffi('nH .fo. qN('r:Plill~.,it("el1rnt(»y·.nfter: tfl'~nro~Vs.<J.fi. f;aies.-'o!: .. ~peeifl,(!
IJJ;Odut::t,s,n-ss~lfledln tblsseetlo~()(.tbe hUL -APlo'N!:,~a!illy uSC(lnecQurilin~'~a.-'$e

, -
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t6r-:(lete'tnl1rllttg,-r~oUPflllle 111cotrie",ol11~ilie ,gr03SfJ'yntty t.rit9tP'PcG,t,o,~~u itt. F;a-1J~~.
A:p~r~ntnge -,of 'this- -lln~e•• to lie' -dete;,m~~led thr~ugb,~_~~o:!~ati?r-:,:het~\~ee~,-:tJ1.e
,pa'rtl'e~~~glIJ~,st~rt\\~:i.thth~: p~,tco~m~rs~nl~R~~find _ep~th~u~,llTftlJ, ~~- GO\~efn.
ment's predetermined finnncl,,1 support for tile resenrch lending to tbe ',,<"enUon
hnd ·hN'n·-re~ve'rCfl."A._r('tl.,son~l*~:pt'_~cenMge-of ;gro~~,:;r,oynl tY_1:.nco,JQ~ rot gh~. _he
J,n, ff),'2Q% ;';;0: 'cort~Rlloridi nr,rpercentn~~, :of:n~tlln.l ~nteR"ml~llt'll~Q,7'::;,to __ "i,Po/c.
T,hese-_'I)e_~c~nJn;"B/sbQi*lh~ nJlpH~on1.Y nf:ter .a,~ertnlnnmnu,n~;()f~9yal.tte~o~
ll~t~inl_-~:l~~s-:~\"('r~,,-r~n;li.r._~ll -mt is' set fo~tbJJJ_Sectlo)l: ~04, ins,tefi~ ,J)! Jromtbe
sta~f().f_ifl:C'{)pl:e,-pro~ue,tioll., ":,, .:: ,;' '," ,',c"',':",.-,,, ','

~lii.tlial.:Rgr~.Dlent'nst()Jllenmotm! '~ohe,~~ouped,~lwul(lbe.ql~tnln~,at:,~s
enrly a,date n. poRSlble "0 thnt th<: rights owner knows tbe totallinbill,ty to tbe
I!OTetnlll~rit,'frb!1lth~stnrt",n~fenn,mRtion',,~ftlH,R'ntnollI)t,~nYf'te~{\~t:~11111cnl~t~S,t
Whf.chp:e~l~nl}Scould 'be J:'esoh·edh.v: Fettlin~on..:nJh11 t l,Inlly:, f1A"r£'Cfil,I~~·"P.~'~\('tlt.n~e
9l,th.~n~nOllptC',f,th:~'orh;ri.nal, CO~ltJ:l'e~ ,~YitHout 'ntt.emptlJJ~',:n .detn~l~~:'nc~?un:tl,ng.
IJelnyhlg the';d~t~~ltn-fit-iOI):,o~t.hc.'~;m?unt,JQ- :be.,r~(nlJ~~l"nrt.-il.,ns'~\1i'M:,tn~~~~tfl
nTe, hn'n~lhn)~ly,.s~inetlme,~l,O"or nv)r~:,r.e,f1,:~~ ,'~f~('rt-,he, 'nv~t1Non~R "W:~~le,('t)~~ld
l~'ld.:to~,rio.n:~.~l~n¥r(>('mfJntRn-lld' 'lnn~<oessn:~)"expense reS'Ultln~,,(rq~.:-t,h,~,'~,~b.V~J1"
'R,hiUJY'~r :it1'1i'd,~qh,*{!Y~f"en~ly"r(':CordR.'-:" ,'.<.', ':':' ",' ,:',.' .:'.,' ',:,::' .':'"

R 414 doe. not 'denl directly witb own~,"hlp rkhts relntlnlr to foreign patents
thtl,~ .. c?orres1lQli'd, directly:., tg, pnteri~S .cnvedn~ In\enHoT1~.·J:~ll1;~Jn,~':"-r:?~~~,~ryt.ily:-.
P$~J!'t:t~'-.res('~r~l~."l1,o"':~'l"el) Jt,u~.il"e~Hes ilnd.'sI1'ln~1,))tlslIl~~~s~~·:'11J\~:·.9bt~i'~,~4
r1l,ht" to, sileh fn~rntlOJ1R. the prrsnmptlon Is, tllst the"" rlg-hts ,eit.end to nny
foreign pntents. Thii, Rodety hellewR 'hnt, foreign pntents- sh6ul<l 'h;'Ion,1; ,excIn­
pil"(>lr tri,·the, .9r;:J,niznti()D. ,~h]cll ~iU 'tll~iI~1)3.yP. ·the 'ti'g'htto'.~l~~"41l"Ji~~.n~~.',th~JU
llfits,~rl,~~cJ:"~tlpn~~.It'w()n](l".~e~m-that tl~isunderstcndingi.s:'impHeit. In:'the- provi-
elon~':.ot~~,ti(ll1-,·2()2·tnkrnfnfntr;, : ",. ..',":,',." '" , '_'.'

Section 2Q6 refers to the <'onfidentlnllty of proprletnry dnta, ,nnd r<"lulre. thnt
,(1n t:lSP·rJ.-e~:r:niil~J.Jlx~n'ttr~n~,1~,.U'hl«:,h" f-Jle __gQx~r~mC~ t, Owps,'?r ..:mnyo~. 3:" ri~n t,
tttle.Orinterest,:-l~'){~pt,c.ontl<:rE'lltialOnTY,11ntn:.pntelltRPpllq:lUnn.~,R~e,fllt;d~.~e
Society ,1)eHe"('~,stron~lY. tl1at· co,nflc1ent-inli.f:; g]lOuT<lhe ,('.xt~1J:d~"wlthollt ·th;l1e

. llrnit.. to~tt,pr9flriet~ry data,. ~nJrinf?f?rin~khoW-how,.pnd'()t.hp.rtnt('lI~t1mlJirQ}r
,(\rtY~lp"r'elop~d,,I)y. Sl.rl~,ll~lo~'f:If-l~,. tOli{>~ns<,~s or (lr',~:ln:l.7.ntI~n.~:WhlchJl13Y have
()htntppcl. rj~hts:tn .i,n,Y.rntiims·re~mltin~',frC)nl fed,etflHy~n~~Jsre'l·.re'~ea,re.h~,Snch
InforJl)ntion may. ",el1ha "r.e bN>n,suhmHted hynonprofit nnd }<inn:lh\1RiJ1p.ssor~ll';
ni~at-ionsto fe<iern1 n~enciesi,.n the or:lg-innlproposfll ,for p:r:;tntinsllflPortof their
reql1P'j:;ts to retnintltl€' to suell iUl"pntions; or may hu\'e h(\(,'11 d'i~cl~~Nlin:I"{'ports
to then~euci~~4n~J,nf!.th(":(>nnrj:;eof 1he-r('~enrch work which,)('ri,to th~ Jnl"ention.
~n,('h :property .. \"r'O\Jl(l iJ'idnde hnr-k~round invp.nfion9. kn0l\"'-how~ trnde' ~ecret9
lind patents ~el'elOfl~c1 by Jhp!"=eort=tlniza tiong with th,~lt0'YTIfllridfl.. prior to
oht.:lininJ! i~ernlfl1ndint:. It the hnckgrOl1nd property i~ nl~(\{l('din'thpp.rnctire
of Jnl"entirmS!{'!"=lllting from fpdf'rnl1y~:u'~if.:h?tir(,f'(>nr('h~ I+: ~hnnld'hp mnde Rv-nil­
nhlp t~ the (jot"~:rnr:Qenton Jl pllTrhl1f'f'orli("('u!"=p hnJ.;I~nt n l'f'n~onl1hl{\,f('~;

The~f)('fe-ty views, S. 414 n~ n o('!-;;lrnl,lefir!-ltstep Jn~o]·..ing" tlle'Ilr'ohlt""m~ that
nO~PTofitorgnniznU0t1~nnd~m:ln husinp,~s.lJnl"e.(>nconnt('r£'d.ll1eto·th~ lnrlt,of a
UJ~lform,f(-dernl I!o",.prnmf>nt patent poUC'y. Ho"·p,,,pr. tIle AfShp.lle",e~ the ne-xt
Rt<>p in thl~pro(,('!"=l:ZSh:onldhe thE' ("xt<>nsioll of tht"':::e- pT()\"i!-lio.nsn(iT(l~~, the hoard
to th()~e. orgnni7.fltion~ thnt ~o not fll111ln~erth,e(lc>f1nltlo,n,ot :!'rnnll--hllStne~Se~
or nnJ]pr~tlt.or~nnl.741,tion,f;".In .. ~on('lnRlnn, .the ROe'lcty·. fl rroll" h('l,J(",,"(,~,that (-'tmct~
J],lpnt ()f t~J8 leg;sltltion, wHh. mo(Uf1('n~!.f1,n~ns. ~l~gg(':~t(>{Ti.r~.h,i.5oi,...t,~tem,ent. 1youT(l
Tf'''':ll1tt Tl Hll'r:fl<':('(]ll,rnllnf' tf r ity rmn wou:1fl aid the rnitC'd, Statp~dn n!us:,,"('rtin'~Its
t('(·hnoln,~-iC"nll(,.lHl('rf.1hipinthe\\"Ot1(1. ..,..... ...-

Slncerely'yoil,rs,

Q;'Rtl~t~,:·W~ STACT~

.' ·ij.f:'~'~·~ltttT,:,("~ril,.;,;
'},"c,lriYnrl.:'-,:y:Y~! :8C"plcml(cr::;. Jl>19.

Iln.:"(l1,-nrlT'Jhyn~

r/~~; ·t:;('wr-t.~.:·nIlSI!('z.o ffir~ 1?lii,1di,rrj; Wa,k1tingf(}n •.n"(J~,

f)FAR ...~F....vrO,R:~Y\"rr,;:.Thls lC'ttf'r 'i~ .in, Tf>:fC'r('o'(,(, to .. th(' rTlt,·(\r!dt'Y' n1l0, ~nlflll
]In''ln{'~~PrfW(>rll}rf'~4(.'t .~. 41-tahnnt \\"III('!i ....onrC'<'(>ntl~ ,r~'l11C'J4(\{l ..~~.opln!on.

Y''''ll ,\\·ill r N c<lll, t.lm t 'OH: J 11 n~. 14.,' In;Q; .I rHhlr(,~s(',rl~" .'1. Trttr:r on :th!:~'$'llhfrC't to
~,Pll;ltor (~:l:rlf.r(l, ~('ll'1nn ·li1'. \\·lli~h,.J\ t l\i:'t.· rf'l]lh"\o,:t.ln nn~rr.P(l,:1h~l;(-'()rlrSlst('rif'.. 414
with last }",'nr'sS,l.':J:'...:!on(s..::t lOG.. !l;)thC'on~refis). A ('OI)Yo!: thL<i·l.eUer, was sent
tt:\.\·o"ufor Y~)l,I·r in{()rm"tlon~n(ll~se. . ,

.,-- '
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Jtfth~ JettE:'f ·toSepnhir,Xelson 'Ire~J)QIld~to several of bis spe~rneqtlegnqn}J

nhCl,nt "the IJJ) I Ulld,'Jll,nde.'fl,:p,urnhpr'cqf'gericCral, cp:mlllent~ ~~QMt_,8e\·~ra1..of the
IJUJ'spro¥i};i,ons. 1 (lif>(·us;.;:ed,slJe,ci tlcully the ,problelll of ,~onfhlenti_n,Ht)·,of,:-l~ack·
KrOl1IHlrights_nutl"J)ropose~.'~y'h!l,t:,.I believe -,t~ ,:b~ ,~',r:C<:tsohn'l~le ~pproaeh"t'o,_a
,\:orknb'l()re~ljh)tiol1_ttl thisL.~slle.'f ulsp,~:tl)r:,essed,opiniollS Jl·l}(}u,t, tlfe pr9:visi{)p~

hi "Xt'c:tlOJl, .2{)-t!(a>t:,~020J)~ :2P2(c),:·20:j, ~9~; 20Dtu~d, 2110-1 uidllo,t,howel'er.
nddr{'s~ C(~I11rne:nt~.rto,:,S('cHon2()-L,:..,_,,_,,_.,,- ',' '.', , ',,"" ',' ," , ',' :

~;in('c the~Tulle_:14'INt(lr:~i~:lting:s,hnv:<~'-hf',t?n Ju~l.(r ~fi. S.'414',nncl anumlu.".r'nt ~
writtel~stnteIJiNlts,hn;re ,IJ'ee11"s,ulJ,luiUed by "vnrlous :orgaui-zatlon,s l'lter('s,ted,)n
the 'hiB's ]ll;"orisi«)ns. .One or ,tbe'::,,:ritten:statemE'nts·was .'~ulmllttrd. :oycr'the
signatnre ',of th~.Pr.e~id('ut,or:thp'·Anl!~ri('an, :Clwmical ,~odety",This ,~tlIteln~n,t
r(,~11It!?d:.frf~m'~l'Il".itlteJJ~ln~~tudy,pf tll[~', l;iHhy,the,A~S, Commnlittt'Q on·, I':1t~nt"
Jtl:lHerH nnd:lylntedL(igi;;latioJ1. <>:fwb:'iehlmllChnirmuu. In;gene~al,"len~

c.lorf.=ethe,stn,t(!mClJ.t~:, ,', ,.'.'., -:,:' " " ',', .. ,': ",,', "". ' ':' ,,' ,':,:
~hJ.(-ennofJhe.~tn;"telJl.eT1tsi.'I~()t-h0:rn-l 'nn(Jwti.tten\~·hich "1h3;\'eseen.in,, t()tn.

presentn 11.tl~e'm~jOI;:~rgtiW~iitR,:.f<J[- "and,: ,n~~inHt,the HlriCtlJS' ,proYiSi?US·:.~~Il'"
S.,'~l".J ..'I, nUl,HruIN."g, m:y,~!trth(>r 'fo:uHl)('il~S, tn:tw~ "fentllrps, "'hk-h', I.,JlrJj.l~~·e, ~u~\"~.
~n~.i~ll>r:ihIe: ·lu'I~.r,.t-n,~·(~c:tl~d.':Whleh"h:lvC,not'h~~n~ dNl'1t "WitlJ,,~d~qt,Jll'tC'lrll~r('"':"
tofore.Jhlf~ of,th(.~e.ar~mil~l\~oIYcs:.H(.'ctiou ::'>()1. Jl.~tll,rn", Of .G-0Yernmc.>.~l.t ,Jnvpst~
Dlcn:t, fi-tid t~:eoUier.is:fl ,perspeet.h"e Vie:n;ofju$t ,h0'l~.,41,4'ftt$.intll~ innO\"llti~tl,
procc~s, .. hn~~~' ,Oll,~~:',:e.~Pf!rieI~c~,."'(lr~iug 'at ,IWsenrcb" <?0nrorntfon "Qr~I'.::t~e
pn~t.12S{,:lr:s(lu.dn,15,w~j<·1l,.i.~\'('Jition~'4evelo~d t~ndf:r" h(~~h.t.4~petiti(Jnandtbe
InstituUon1l11)atent,dgreew"~u~~r.oced,l:l;res.werebu ndled_' " "

:',,':"':':':'::",:""::'" .. ',,'. C'.'

BEcnON". 204, IW,B.4't:4
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Inn: Iptt<>r dnte,(l, Slatib :'~7.: ..1;P~9..,flddi~'es~'~<l.tol~th"Y9U ,andSeri~tor J)ol~.·I
in.d.i('a~cd Diy con~e,In· thn tSectlon:'.-~'f)~,:would,ll'e,nhu()st IITIJlf:~ssillle :~o., ndmi niRler
alJd·:.suggcstPd:~n,nlhlrJlllt~.Ve.,:l'r()fl.~ure~After·}in\~jn~~i\"enthi.s'~ntte:r':flddi~

tionnl thought I'fe~l t~~t tllis"l:;~·tlon.c'oul~he('U.s5i"tlenihly shJl})l,Ifi~(r. ),·.(>t~cconl.
pli~h tlle objective of re~oupln~ the Jtcjtern,m("'lt'~InYestrI1ent"in·the' r~sen,rch I~~t1~,

Inl";to an iJJvelltiou" whi.l~tlt the'snnletimC'; Il,11~irnizingnccoUlltin~neeqsnn(l}l.bt V
unfairly OrmHIllJy]lel'lalizinK,'the cOl1trn,(·tor li-nnm-inllr_.A Ulark~lIp."or this
scetion of the bilL i8.'endOSed·'~erel,'..ith.fo.r )"()ur.,,<.Klllshlerat-ion, Jlnu,pos$iule use.

OEXER..\LPERS[>ECTnEOY8~ ~ 14

l\luch has bC'enm~deintbemany oral aml written presentntions on S. ~14 of
flit'llPed to exped"iJe Ole, .uure~ut·r.ltieIJr()(·(>K-.:e!; of t he. various ,Jm\"ernment
gruntillg .ageucips..~~. 414,nduresses .. lhi.s prohleIil hy 'provldln~ for a uniform
go\·enlJllC'ut vnteutpolky to lIe used It)". the~ agell(·h·!-;. In.u('Cllmpli~hin~ it~

purposes. S. 414 J1asicaUx.p()es two thin~~: it ex'plieitly stntes .that the so-(,llU~d

..title lJolicj"'8hnll, lJe,u::;~d hy the grautilJg u-gench·s. \'"hereby. title to ill \-'e,ntIOilS
r(>sultin~ from ft'derally-suppor~edrt;>~e3rl"h Is to reside in Ow ('ontrn(,tor; and
it :::;(>t:o: forth re;mlatiC'n~ toliefQllm"(.>l1 hy 11llgrantill~ngelldt"s.spedfyiu!= lin,,"
nonprofit or~aniz3tioJls.and smnUhusine·ssJ}luy be permitted to. exploit .fe-i}eflllly
fuuded inveutions.nnd. nutllOrizing this to· bedoue under n blllnb:etnuthorizn"
tim} IIY. th,' :-pcdtle fUHdinl:"fl:.:erley.rutb~'>r.·thll-n'n'llpirjng s~)cll.·nltthorjz:ltion.. tf'
be obtllint.·d oU,acnge.by;.cas~'inlsIs; S~~n4tbus'r('sol¥e.s in Rmost constructi\-e
mann~r twomnjor'l()u~~stnnding"..c()stJy~, fiIl:d contrvn'r~Inl f~st1e's. "

~o\Vever~ ltshould not be eXlJ"Cte<i tpalresoIUtion oftllese tlVolssue!lwiIl
'resuJf In nil ,~lllmedintenndobviousqui~keninfrott4e innovation pr(:)~ss~s

reInted to. fetleraUy ,funded inventions. at:iBIu~<ut nonprofit ,o,rgnnlzntlons ,"arid
.small ,buslnesBe9.':Pllerenson. for th18ist~ntinnovation is a serles of "ufjuaHy
complicated steps .tar~ngwith inv~lltloIlitaett.

THE IlHlOVATlON'PROcESS ANDB.4U

Im-entlouf;· flrst'bn"e to 'be.. mR"de.Jd~ntlfi~;d·iselol5.ed· and ·evllluate<J:(or: ~~ell"
potenHa~ hefore: Imtcl1H,u$'<;nn.tA~e. J)'1ri:c:e ,o,r, pntentownersbolpd'e5:lde<l.After
in \'~n tious' :n re'}Hnde•. thl'Y .canre.mft.in.l)nld~n:tlfied."ttodiscloseq or .Ue,"'fall()w tor
lack .of fideq{l.~teev.nlnlltlon~.··lteyalulltiou,(}t:S'IChinventions .~sfavor~Ple.and
n <leci.s1ori .. to patent is Dlarle.'l'n~ntem~t,~ 'nrp-.Il~f3..')fil"raD<l'l1~,~s:iIlg:prq~ra.nl~
nee.d Jobe devIi<.dnn(j cnrri~d out.S, 4H provldE.'!lollly that tItle to nny polenta
may.beretnI-ned' hy,"the c(),ntr~etor.~nd'doesn:otprovide. mennsor,"ln'cen,~~e:s"-t()
enhanco the b,.inb!ng or intentions to the pulentlng singe.. Whos, tM tlm~nnd
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e,ffnrt ,reqldrN} to _hrl.n.~:'in-rl?ntI(jn~i'rt.?ril:-birt:h'_to _p~t~nt t~m'nin$l' :t~~_Stl.me ·ils
IJefnri:!' _\~~h~ther, _Je~d~lftt-ioll,: JS'l1('('c1:~,~t, to .en.J:tanc"e. thJ~' 'pnrt. 'ot', the, In:nQvf\llon
,fl,r.<:'c:e~S fo~ n·(]erflJ-l.~~Jnn~le(l)i~,·erlli()n'_~l~IlSiIJit-yet.be~~ 'nddressedlu Co~gress,_
but.- llf:':rJH}Il,S"should' heJrtll(>,enf:i-fe,P-r;fJce_~!J:,i~ to be ,expedit:e(l~.: ",.,: _; ,', _",' .

Theflrg{Jrn(1nt:,ls~nd.~th~t bY., s~tt:lJng_,or.t~e HtIU~ poUcy",contractor!f -tqUt·
h~_ (!_npoutn.~Wd, to ,puy- 'tl10rC. rtttcnti'or("to tlle,l~n~pntenttlnrt()f_th'e-innf.l_~lltfon
Pt:or(.:,=~, ~in{'t> with t.II)f',.Jfw, (~l~lJl".fn-IJdr Jl;l,~n ,c-rt.Jttrr ",flft':JlH!11 fOrJ)1,;flnr~_~~,tl,l:i
1t.lrlYh~ ,:true:.i nn., fe\V:~J)(Icln~"c~~e:~~:,'tj\Jt:gen~rpllr:!-1J('~}\:iri~;,1,"b~lle've ,th,~ :~,r~eJj.­
1lOl1?fan ,inere:tsed protitwUr,'nootoC~iJI;tl1o~t"oftheUme;'udd lUonal il1cen~,v~s
lleciralsoto'~lellr()vitle(t ,:""'" ,,;',:-,: ',,:' .",.,,' ,,' .. ,'

A: ~(lenn,{lnr~ilIIlent, i~ ,mndg'-thilt.wi-U~; t:l.t1,c-}11,:t,be c(mtrn~t()r~ .',rnor~ Irt,,"e~'fk)l~9
w iJJ, be iderlti fled., TI;is~-.t~o. ,~p'y~~eU.b~n.,sp~('i~us'nrID1Il)ent,slnc~,the ,i;denti~(;a~
ti()n, .of :,~ninve.ntion ,1lRtJ,tll:ly :', r~~ts,:~'iJh,,',nn(?rri,pl()y:ee'of iht1:,conttm~to~~,il,~.~:tl1.e
contrac't()r'liiW£clf, ,TIl i~ ·.i.~pn-rti(J.ulAdy.,,t,r~l~,in_~h~ S~~~','ofedllc:nU,~JlRl,l~s~ltu..
tt()Jls. '~Jlf ,eo-ntra,c.tor~. 'ho\VeYe;r.. 'D1fl,~,:h~:,'sthp,~l:n,te'd:.'.tod~!:llJ;Dnte,n'fH?rS()n-Qr, ,:pe,r.
R.on,R: tol:i~lp de\'elop nn{lenJplJ)('~.·ll:_V~te,nt n,,·nJ.:ene.Sgntth.ei[J,YetttQ.r;1e\"~;h since.,
uIHJer 'prese.tl ,t,.' plrellm~tnnCf'~.', ~t!i:i~· ':U·f~"ll{l., llIl'Ve;t(r'·.he-(lOT1~n t •.. the •..Chnt-~flct4f~
expen.~e. '$om~' :finanelnlr~tul'n,on:tijis' In,"~stnlen t .woUld .b~n'e(Jd( rL".'S~~14', ~(le9
not~dd,rt:'s~tll·ls lss~e. ,:,.:",-', ,";.' •. :::' ',", ";'.: ': ,',:, ',:

ArI1(1«nllc, in \·p~tor~,'p,l1.rti:~;nlflrly; '. n(>~{l:tO' 'be,.('dticut.e(ltibq~lt· .h~:~~lltiTi~, .'t~e
nl:l~:~:etpI~cefln(l the· prljh,~r:'l.R~:·QftJle,J}flte~t',~,"st('m.Sl.lChhl\'~ntprs n1"¢"n(tprl
the,l~st~(),.r.e.7ogl1i7.e ,~~mt.}:n?~n,~ior~;.nT~>l~S(!fn(.to"the,:~f'ner:tlrn~hU~""iJl~y>n.r~
~eif'npe~ori('i1ted. nnd,· ~r~n,~H~nn~...;.'nt)t 'kli()wleclgn,l)le:,in;,the1TI;rr~l~tpla(~¢~,Tl~eir
1Iseful:. iuvel·lHous'nre mO~t1r.rall.qt1t :fr()Ju tliei r',~'cientffic'Inve,~tiJ?;ntirll~;.·:\r~'~t;'of
tlip"j !mptIlf·~·d()Hnt Inn~nt'to fll I filJ n'pl~re{li\'('d :nc('d,. PaF{'tlthf'f.ic-illl~'. Ihelif'l"e
thnt thi~f1cc(}l1ntsInlnrg:e mf'nsqr~ tor .thelnrgnn~nl1h~,r'Of:l1Tl1i{'e-~,~~rl'~,o\~ern..
m('H t-o.\Tn~d, Jl:lt,{'nt~., r,?"ron ti.OJ"l~. ,'t\·~re 'mndp <Jnrin~ ..·t,he cOllr~eorf~(l('rn Hy .funfled
r(>:<;~llrch",e"f:lIlln:-ti())1"~f"fhe:'in~~p,n.t.i9:n~forcomrn~;-ci:Il us;e.ftllnp,~1{.Wfl ~ nofmftf1e.
hntOimtent,nttorrreyswere'put' to ..":l?!,k to 'file nnll pr?Se(,11te,Jmtent~for 3. p.nJ'~ly
def('p~iye, rea~on~to pr(,YC'l1't ncitlzent:rom P!'l!;sibly:mnld!1,~,great profit fro,m
exploitation. or.go\·ernm£'nt-o~n~d.property. But "TJ1~l;t.'nf Jh£'f:e pntpnts('0!VeJ:"
im·enUons,ofno llf:e tot~legfneral'pnhlic.~inc.e, they'fillTl~rf'nl,puh1ienP.ed~;

IIen('('.th~y remnin,l.~.'lliS~-rl:f-:,~d;:,ri.'mOpuIl1eni:to:n·.tili$lU1derstoodproc~sfl of
inn'n-!'lon"nn~linlmya'f"itill,':fntl"tlH':'USpi'clMi ahdwnrin(~~:" ,

,CASE·RY-CASE WAIVERS VERSUS IPA

In f:enjn~ the .pat-fer!1'of .,re¢nlntlons to he followed hy p()nt-rnctor~ha"t"in~

tit1~. S. 414folJow~ clo.~~ly Jhenro~dure!'> nlrr-nclY ~orke(l out o.er n t('n-yenr
IWrif\(1 hy tlJe DepartmNltof ITf'alth. E.Ilncation. nndW'elfnr'!. nnd mloptNl- in
rnoI Ht1pr] f()r.m hy' tlle.,S:ltionnl·~fielH"C'Fonndation. The~e .prot'ednrps hnyc- hepn
E"mhoclird in Institntionn'lTntent. ~"g'r(>em('nts .(TPAs) whi('h hnve h{'(>n con·
ehJl1Nl with n rl"'lnti\""ely Inr;re: lllJmhel'of DIIB:,V" n.m! !\'"~F cont rn{'tor~. pri·
madly nnin~r~itieRnr1(l sci~ntHlc"!'~~(\aTchinstitnti.ons. These. n:p:('(>ffipnts are
IntC'nclf:'fl to rNluf'e the pnl"if'Twnrk:md. mlnilni!':trnth-e. dt"tall; thus' !-=adnA" time
nnd ll'lonf'Y. H!"; compnrC'd wit'hh'nmllin!! f('df'rfl~lyflmtlNl inYf'ntlon!') on !l N1S('-o
hy-{'nsp. wniw'r basis. (TJwlatterprocedure Is mnde,fl\""nilahle where lin IP.:\ does
not ~o'"{'rtl.)

In i)rnrtir~th(>rC' is- ,notnN'('~~nrny nny .nppreC'lnhle {ljfrC'.rpn~pll{'hn'}pnn~rn~
. H!<_' {'n~e~llY~Pflse. route:sine.p hothpr()('(''dllrel; nreE>~~er.Hnnsthe",RaBle~,~vHh on~

~x<:eption~ This ('xceplinn in\"ol\'.~sthe,~le-cess:ty forf{)r~lIulrt-tjng-nHt'i1u~st fpr­
DeterminntioJl of pfltent, rlghts i~tlJ,e'c;1se..l)Y-l'U~esltnnti{)n,:. thisl~, lrot required
j f all IP:A eX'i!;Js~HnYiIlg',.todel"el~p st~('b on ,Tefjtlest, l~ :' ll'?t n~('~$a'rHr,n ~a..r1

thin~ stnc(\tt· :rei]nirf!sthe··('(intrtH~~tQl".to. stl:1{lY:.'b~t~.t.h,~· te<.'l1Jlol0t:-1 nrrc1 .tlie
IJot<>nl InI II1nrkE't~. mnr~cftr~ftlny I1Tul' N~-nl:Jlf's'JI,lm tom:lke n rn.oree()nsi~lp',r~d

jnf]::tmf',nt. .tiS, to, "'hf'thi~r,hp:.r~nyint{'n(l~.t?"nn(l'f:\n. (]f>l"."lof) th~('~mm.prclnl
ma'~k~t\.Xn~ .. [~ .the. co.s·t· for ·~nkfng sU~h.n' stu{},y .Tery:·. ]nt'ge-:--usuallY· und~r.a
tllOll~nn,(l,c1011,,nr,~. '.'" .. ... " .... ...,., .. ' , ..... .'

Th\ m.f1fn .nrohlf'lll, \\:fth t~'e····~.ll5:P,-l)Y':(',;l:~e.·pro~ure,J~' ·thn t' ml:lch. time. ('n·n,
. pIn P~f' .11f'tWf'f·n fl1 int! thf"." RNjuf':;.t Jl-ntloJ.ltninln~:, .~ .. d~il.:lon from tnf',('Q~trnctlJl~

l)!!()npy. lrnl~~~ _t:hp,TNIUe!;tor. nt,his·e.xTwr,l~~., prOC~&;~: T;rompn.v, n·Hl},nreparing.
tilin;t::,rrnd'prt:?~g('iJting:',l?:lJeJ1tnprHc~ttoi!:'I.'While thp', 'n-Mnp~t, is- 11("1t1~ nr)Dnr~
nn(llInflpr :~t'~dY., pnt~~t'jH-)t£'{'tl(),n,mn~,,,~{)n'h"". jf>~t", It, the "7Sli~vr',clN'I~!(ln ,is
lmfflrOrnhlp. to thf', ('ontrll('tor. ofrmlJ':;"p, hp will han:' to .tnrnn'nYPfltpntrh!l:J.t~

hn{'k tuthr goY('rum(;I~t,~Yiih reimhtlr~(>m~ntof his C'osts po~~lhtp;bUt. not nssu~eli.
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T\pi,lhn'll IP;\ t-hi:~nJ1cc_rtaillty' is elim'innted ,nndJthe_'p.ntentiDgprO?<~ssJ8

t':XPf·,~Li,te()., ,.,','::,_ .,', '. '. ,': •"., .. ,". _' ',: ' "_ ,'" '" ,._.
Jhe.':_lir.ovl!i~nnsln.S',;' '~l'_I--j-elnJ·I,n,gt() ,'n'll,nu~l-:reporUp~"'llln rch-in,. ri.g:ht~licens;;;

lipt "te'r~J,I!~;'n,IH_I.IIH~'Ij.k~Rlilll~·,(~ltmJl~\· 'wll erh'('r'irn't'rl~J't,'Il~' }YflS,(,ll ~1ll1'i rp1·hy.• ~~n. '
t:I':IC:~lor~",o~~- ·,1~}~'(.':.ISf~~hx-va~eW;f.i Vi'l"- .'IJpH:t·(I:IJrC{)r !il!ch'r:nn:-. 1.LlA. TIle, St)ntrR~~tor
\\,iIl:nl~'r:II('.lllHH '1deutlp;il ,.fll~11i(lnt-l) [11,1 Ii 1~:lh,c )~("lltli.run'f1ut8()f.thC:~I~lJroq~ion~.
--TIHI~,.,:lfter tlJ~ (~olltrll('lor Ilaso~la ill(>{] -,tiil(" to '~,n_ln\'(>ll~if)ii~,S,~ '414,(]ocs,:'nothing
tl~:lJI.t',:bleJllr::-,,1,~dul~f'·ftl i\·c·IH:lrdl,ll of the t'ontX:ictpr II()r,'ditCR Jtn~o;l·h:J~'a~Y:
lui'~\JJliy('.s,loh('ftJ,rl,·;I~"h ,lJ ..e)JI:.lrlic~-,~t.)lltwr "till, ~.: nlO're ,,('61llrrch~nsh·ef:ish,ipn.
H:i,~j,blllr~l hCF'I~Yflvn\'HrS, ~allle', (1,('f:t~n:.:i\·ellltitlHle. ,~t ill ('='Fh~ts.aftcr jitlf.·'h""s
ht'~n'\:i~~tl'lli-n'flw ("I.ull':I("tnr:. l~ is' Jor: this ,rca~ml, ,ihnt 1:: f!tlVo<:':lte t-he'·intro<lu,c­
t,Ie.ll,lOr ~dtJai(lll:ll,l~ills illfn C,l,I1.!!fC!,;S \\'hl(:h\\'illp~oVjde,lncontives, to', ('o~trl1.~
tors'til"t~Xl~~lite (lip, t)lrthl'r, di'\~l!:l:J})H1ellt~'.,llIall.ll!~l<'tllre,,~'il(l,llInrketjn-~ ,oft:~.
,erallr' fUIlI{pd inn·ntiflu~.,S~ :41-1.d~:;; nOt,a ,tldrcssJtself to, tter-:e,parts"o(.the Jtlno.­
'\":l IJI"n .,prtl~l':-:~., lUlr'does )t: vrovj(ll·,aJlIlrc'~i~l.hl¢:"rclief"frt)nl~~·hnt Ib~Hen~;.J"l), b~
o\vf,I): r(:;:-::Iridin' :llld UJlHl·t:l·S~;II'J" r~IJOrUug',hneJ:;.procL>dures li.~:i('d on ':1- .~,li~h11
·t1.l'f•.'II;;;ivc :.ttitlllh,~. . ' .

nfstan<;n\r11'II', ¢A SE~ryY.C.\SB. WAlvt.llS'A.~~ .,p'1' DEtt ·:II'-.\.

t()'~lj-'ntilin:lt (•.'tllis(ii St.~ll~;o·iflh .1 t .. nlig-ht'·.he, .:ht~l.Hful,t.o: S11mlnn.r.i.~e.. UW'~,~:~tif>~ce
Ih"~e,ar,/h ,f.:oqtOpl(hlli '. has Jnld .' ()n~rthe, ,"e;lr::;:\YOrk~n~},;llJI""f\i:dl;ra Uy" fUJi,d~d .·In.•,
\"(>11' j,IJ1H-l ,:U~hi 1I~:at . {'dl1('atiOl'l~l in'fititl1iiqiISll~1ge'r, ·'I~.~~ll.~~l~,.r\; :riU:(l",('a-S~bY~c.,,~.se
IlI'O(·f'dll'~(>~•.. 'rh(j~('.1'f'i'l,llt!';' ·a.re,!-'ll.1)Ul:1 ri7,('ll jT'!,·tl;le,t.lt.t~~~~J,~,~~l t~l'l~,s.;.·.'.',.,'.:, .... . .. .

Rese,arcb; :,CorlJOratioII ti t:s t:Jtet~il',iil~: in '"'Ok,c(} .in'~\·n1,mtlI'lg,;: p:lteuti.n~(·n ad:U~iu~';
fng fi~(h>hlHs.~111)Jk)rtl'U iun:'nJiOlJsin th,c(':1 rJr :J{}fj()s;,1~hcJ()ljn~:larionprpYjd~d'
;1.IIYicf'ha~Nlon 'i~s parI.\" ('xllcricm'ps J oJ hnV(>pa.rtnl~nto.flI(';tlt;h.E(J~1('.3ti-0Il,

:.J1Hl'\V-elfn re i II th('ori~in;l,l, clrafti ng- qf .t 1](> .gili,dl'line~ ll:-:,('tlin th~lJJ.:,,~p('Jltj'On

fOf. I)el,('r!niJltlti<'nwain~r..pro(',«;,dHl"e,~yul('h .la'tel-" e\oI\!e(l, in~o the nE'\~ lm:~1tu~
iionah ll:.1h'llt:Ag-rpcIHPut.'..-\f-;.,-sh(jXQI,.,hr'.Tnhle. I I I tl.Hif?l,nda tioli .lIn.'> ;\CCrIJted
fal' :h:llldHnp,-HiQ· fedC'r:1 Ily· ~UI'Porf~{1iu\"cntioI1S .frflI~l :n('adelnjejJl~titlltioqS-'nDd
lw ~ ll~f'f] hoth .' he f·a:-;r>~ll,\·.e:l"'I~ l~p~irIon wnin'r prOCf'odllre. n nd,th(>~.P}.:.~r'IJt'.~

Ba~edonReseaJ,eb Oorporntl<:me~rlenee, as Mown bytt>e fubulate<iinforma­
lion :lIHl aeL'ompanyin~•.. c.oucJl1~,i?IIS,eljd(j~eti- .llerewitll.:;:om:e .. ~elierali;':('rl ("on·
('hl~ioll:S 'can be'drn:~ru·wlli(-'h .. ~ifotl(tlhe helpful in l1r:lHing legi:-:;lation.. SOBle (if
t1Jemoreper~jnentohsernl{ion:$~lre:

1.. Th:.~re i~. n· IOliJ..:" .. Hml' laC". 'Oftptl fit/'. yf':lr5lf .i)i mor('. h~t '-"ppn{liselosll reof nn
invention and the first sale of licensed products based on the-:in....ention,.

2. Probably less thau lOpe,eent of federally funlled nenllemie invCIitiOns dIs-
closed .:wijl result In marketa1J!eproducts. . .•.

3. Probably less than r.percent of fellerally fumledaeademle in"Cnt!ons wIll
re:,;ulr. ill Nlh·s of )j('('I1:-:(·d prfl(!'lct;;,;amOulilillJ,: to more than ~lJJOn,OPOannually.

4. In the case of federally funded ncademic,·inventions, ,normal busIness profits
will aecure to the-licensee and theinstitution and inv~ntors,will share, only in
ro>'nlties ,paid II)" the lieen~f-e~ lJlldpr tIH~~(>.f'il"('lllH~t:nl('eH':thcthalll"(' for so­
cnUed:uwindfnIl profits" to nnypadY,is :rllnJshingly smalL

5. Usingthetime. it takes. to get feder[lUy fundedll¢,adeinie. in"enUoJlsto
market,as the cr~teriOIlofjUd~men4 .if make~,UtUe:4iffereDcewhetberthe case--
by~ca~ pet;ition,wuiYer pr~edu~.eorthe.lPArouteIs used. .'. .... .' .' ......"In ':Il'\\~, of 1!IP~("e(lIll'ln-:i()nsaIHlnll~~n·at!I.I!~,JlllH'l~tIl!l'f('. fl;ttpnti0f) n,~J<:: ,t:1 he
P"n~{}',t!ln~ btls ~een done heretofore t() the steps in the inn()vat1on:'pr~ss·1'?no~..
lUg the disclosing ot fede,ral1y ,funded ~n\"~ntf(ms~ '1~lIesesteps Insequenee
laclulle: . .• . . . • . .

E"al.uatlonof tbe In"eotlons for botb palentablllty .anll .commerlcnl
l)Of~~It.ilU. , .' ",' .' ".'. .', .,,". . .' .. " .' .. ' : ',", .

PreparatIon, filing and prosecut!onpf palenfapPlicatiollsOlllyol1 JlIp""
Inv,~n:~fons,wpichhave at le~strnilrfti,nnlcomlller~"(·(t'l,poteaUnl~.R,:J;ld ".!b~ spb­
se<ment <1evelopment an1carrylngout ora.Pl'ropriate licensll1gpr9gralD9,

FiJI;lill~.HUrl ilHJlldll~ iHtlll.;'trilll •. ~OlllTll~llh·,s "to'u'ml~'rtRJ(r:{ltrtheI" r(':-:.p,l\~('h
and market development, tbe deslgIJ,aljdbui!ll!ngofinaIitifacnrlng facilitIes.
tbe obtaIning of go"ernment clearances, anllthe ProductlDno! BSII¢abl<:l
)ii"'tfDwt:N. '. . .'

Mol1itorln!" of all ot th~actl'Vjtiesto Pre"cotmonollOllstic practlces~tM
reC<)lptof ullllue profits anll OlberI)Pss1bI' abusc" ..... ...

"~hnp,rhf'S(".~tp,,~ an' not,:nf1cln'sst.'11 inR 414 'some ()f,thgm nr(' in ~l"flatnr

Scllmltt's blU S. 1215 "nil alldltlonaI ones!.n Senator $teveilson's bill S.125<1, both
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recently Introduced Into the 96th Congress. On further study additional bill. maT
well be needed to ald In enhancing th!' totallnnovatlon proceSll. A. concerted !ln€l
wtegrated endeavor to arrive at a coordinated approach Is Ipng overdue, and,l
"trO'lgly urge you,to give further rons(deratlon to thls I:1lggestion. '

l:J-Yot,J fe-el, I, ('unh€" ,of, fn~ther.:u~_sistil,tle'e::_J'.o-_~nu:,or\,(i1lr',stRtr,flR,~.'~"t4-,prr.;
gresses through the legiSlative pioceSll, or If you'have sPecific questions refuting
to.: tbe'pnbanc~lUe_lJtof- the jnnov~tfye J~ro{'('!o;~; p,ri tUell'll) rly flR:Jt'll'"I,prac-.t,iccd, tJ.f.\i,ng
tederally' funded acaliemic Inventions, pleilse do not hesitate te call on me.

Sincerely yours, ,
WILLAItD MARCT.

17, ·'SEc.204. :aE'1'lJRN, O!<' GOVERNMENT INVEST-

18 MJ>NT.-:-(a) If a nonprofit organization or small business firm
royalties

19 receives $:l~(,l,ooo..1Io~loor-t.oo-ft'8of.i.!,g from the licensing or

20 any subject i,nvcntion ~hU~3'iAAAAl:Gf::tm:y:ua;s:~"ltGwiHg­
21 ime:lmtlre',~eel1t"'il1".'M\'t'i\)njthe United States sh~1l be entitled

. '15 per such
22 to a share,'"i'lT"~negcrri:rt'e'd~ of 'lIp-rn-5<1-pe1" centum or all net-'

royalties
23, NleeftMl"amRg'~~ro-l'rm('Ja.off'O'fl'l.;reel\m~ei'v'ed-by' rire'eM-

24 fuiij{ijj:mAA;e~.~Pro1Jided, lwweter, That in nd event

25 shall the United States be entitled toanam()unt great~r than
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1 that portion olthe Federal funding under the fundirigll.gree:..

2 ment under which the subject invention was made which was >0

3 expended on activities related to the making of the invention•.
·if

4 "(b) :!IrHdtfuimr.'=if a nonprofit organization or small " .
produces and sel13 products based on any subJect

5 business finTi 1'eCci~=aJleJ:=u.'to=¥afus::W::=~i=:d
inventions ..'

6 ~,:OOO=9lf'!i'Qlm=ef=FromF£t!!'"mlrotlyRIg'llF'llla:mtfll.eAFreG

7 'OJ-it-pl;;ceiFem:jiffi')~ii~::.i=:;;ti EijeeFiimiiirtiii;:;rufifti:;'::F6rioif­

8 'Of'telf j't'lil'S"~""'illel Itiitg'~tlT 'l:Ot'l""c. tim-eqrltlit:lrl"IT '17f 'th(1

/',' ~'" -'" ~-~;;.;)~,

9 '!llll~f=iffi'~Il!lllli, the Government shall be entitled to' a
of 0.5\ of the total sales value of sale" made·'

10 shant, iu'w'fPegeaft!'c'lh-flf-.'li#-oe.dd itiomrf-;me l'I1C"'b.~liMIII\' .
directly to the customers of the o::ganization or firm

11 +l'Oflt_ll"~ up to the amount of the'portionof tI1C' GO\;-

12 ernment funding ';l1der the funding agreement under which

13 the invention was made \\;hieh was expended on activities

14 related to the making of the im'ention Ie,s any amounts re-

15 eeived by the Government in accordance with paragraph (a)

16 of this section 204.

17 ·~='.FI\I!.~freaur=m=rtre=ffi~.l;f'.Ft*rffic~!Ill.'m

18 Ptrlity-is-':Mllmir:e-d--:md--diTeeted-"t,,';'l"e'\'i~-ffre-figureS-"Of

19 ~-004-$:l~Wg-ifl.~~fl"&-<@.l-ofitwl-lbl.+-l"~

20 l!~'!\t-lI!a.!<Jo~~e~';l'l·ligllt=ep.~k/l~~otk!l­

21 ~~~·P~e.~er~~er~lId~~~~~h~he~HRrtk~~

22 T~bre-ttrt'l~

23 . "St;c. 205. PlilWgl'~:Ncr; FOnUN1Tlm STAn:s ltWllS-

24 Tll¥.-Notwithstanding any other provision of this chapter,

25 no small business firm or nonprofit orgal)izationwhieh re­

CONCLUHJONS BASED ONSl'~4.TISTICS PnE8E,NTED I::i ACc,OlfPA.:NYI:-iG TA~_LE,S 4l'.{D
(}R.-\PUS

1. Time from ~cce:ptnnce toflrst Ucense ranged trom less than 1 yparto 8 years,
the m~(Unll'heingnl}()ut2)~ years.

2. Time frQ111 first license tQ first ""Ie Qf Heensed produ~ta ranll<ldfrQm Ie..
-than}. sparto 6 years. th~ median Jlme bein:g about IY,ear.
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Coda: HEW",Uepa',tment 01 He"ilh,Educirtion, lH,dW~lfa,e. NSF'7"N:itiooal Science foU'ndation. AID-Agency IcC'
Int6rnatll'nal OevelopmenL IPA=lnstlMional Patent AireemenL

PoyalH~

distributed t()
inslltulio<l1

and inventors
by Research

COrp.

II,OSS.O I1~O
20.,0 11
51;0 "45.0 32
49.0 28

. S .3
22.0 II

4,0
.~12.0

.\ ,C~

47.0 ' 27
..,'n" 22

1, .,f':'CV 943
20,0 12
1? .'I 7--'--

1~;34b.0 162

floy.aHies
rece''t.ed by

Research
Corp.

Total
s.ates by
licensee

Time on
market
(years)

Timc'from
acceptance

by Research
Corp,

(yem)
Waiver

Atency or IrA

Total. ~ •••,~"~ ~ ••• ~.:, ••'~ ••.

Waiver. 12 5 S20,000
••. tJeL_ 12 9 400
•. .-dtL~' 11 6 I, (JOQ
IPA. __.l0 <1 650
Waiv~r. 10 6 1,000

~. :t1CL.~ 8 <1 10
IPA •. ..; 8 3 . lOS
Waiver. 8 ISO

••..do... ·6 3 22<)
.c,_do._. 6 2 2
IPA,~.. 5 3 950
IPA.~._ :4 ,3 800 ",~.v

~-.--'-..-.--'
H[W,.•••_~ ..•••• :,••.••• ~" ••.•••••• ~ •••••••• _~ .•••••• ~:;~~ •••• ~ •• " •• ~ 24,637 ~" ....
NSF•• _•••• " ••••• " .'••• " •• _•. ",•••••••'__ ~ •••,•••••••••,.~ "••••• _...... _ 400
AID •••••••-'- • ...; ••••.•'.'•••• _. ~._••••,_. __ .~ •••• __ •_••.,.:••• .- _••.• ~. '_.~ 220 ••• _

25,257

~~'Timl',' fronta~('{'ptrii1ce:"t(J,:t1rstf;;a,leof If('eiis~d produds ranged from. 1 to 9.
Y,ear~.Jhplli('(li:;nJini~JICi!l1!nho,nt,4~i'2 >·Nl.r~. , ' ,_' ,,' ' , ,'. ,,' _, '.

4. III fhe.la~t:Fi',p-':Irl'; llhoHt thr~'c·J(}lIrthf1.of_the-inw·nt,inn.$1 (9H ,out:.ot"l33,)
hn-ntllf'd UJldl'r Jlfparl nn'tl t of lIc•• ~th.I'~ducaHon,n!Hl" \\~elfn'~c,guhlelines'.i.nv.olved
cns(',·h\··('n~~: Petiti:om,' for .J)~~('rn:,inationwa:i\'erf;"_,nnd-OfW·f/'IliJrh't,'(:':7 (ll1t:hf
l:t~),\~·e.J'(~hnIUHpd'1.~IHI(~t·:]n~'ntuf)()llal,hlt~lJ·tAgreenll"nt.~,:(Il>.\'h' ~itle(' )~'j;,',,fhf'
-I-I)A rtlut('-Jw~ h(~('n ll~ed':In{lreJrec~llenU~" :wd the Pt.'tition: route has be<'rl,us~'d

}eRRfrcl!lrentlJ" _.'.: _ ", . ...'- ""', ,,': , .
5. III (1J(",la;';t'~5~~~arsaH·of·t'he.inrentiol,l~ (a total I)f ltJhnndlNl nneler ):n...,

tiolml, Seipnc"l\ FOllIlllhti"on,*lli(l,ril i jl~S h:.l\'C' "('cnhn ndJNlhj' ·f.lIt~,·<;jiHc.h:r~(·nxePet:;.
tion: f(\rJH'tl'rmination,waiy'er;lJr,?(',(>dllr(>~ JioJJc,h~',thc IPArOUH),.' '-: "

6, All im·f>ufinHSfu' ·total o(13) Jl:mllJp(l ·forlrnlllthl~'ng-e·n(·jc~'"olJH'r than
DllEW' [UHI X~y h~vp ,he(,H,han{ll~d' fwt he,c:,lf-:e-I'J~~('nH~waiverprll('(><1l1r~.

7. DIII'~'" d,cllictLthePctition ,for Determination in ;, cu:-;csoutof 133 total
( 3~8'p(~r{',(1'lltr"

8..XX-!:' d«mted the l)ctitionforD(>terJni-n~.fionto 2 cuses 01Jt 0(14 totill{H,~3

ppTC-f'"nt)•. ", .,',",',' ,,', "" :,'
·D.)}nrkctln~ oflicensp~lprOdtl('t~,Yn~:'n~('(}rnp~isl1('d,f()r tcnfl-.n~"r-ln \"(\n fInns,

out ,of ]~SndJliini~t('r~d 1.1>';' Ih'senrch.~(.lorpor~'ltion:. Of. fhesc,y'rl,;f'i,X ,W('-~e,h.al1IHell
usil1~lhe. ll.(>'t:It~on :'-lJ:ro~edHr,~,:and, fOll.[",,\\·pre :hnu{llpd' y.!.n,: ·thc,'_-IpA,rm,~t(><

JO. '1'otalnJ.lIl["c:)xi:ql:lk~alps;', fh:rftug.h .... n(·r·:('mh~~r:3l", InJ.~,orall' ])'U.I';~r ,lrl:reli
Hon~ wa~ ~25.000~OflO. 'ot, "";hiel~ }l~"':(':lTch .c'orpor:1tl(;m·r('reiy('H,nl~q,lit~1;3:iO;-fWl','"
.',fh,is;am01.11tt .. ),;n.~ (lbtrihllted '.. an lon~.lh.p ilr\"Pf-l"or'~~JHl thf'i,r JnstitnJion~,,-:(,al l(}tlt
$!l'no.(WO },:HH1, the. TP:mnin\lef,(al)()ttt .~~.~O(}fJ)"was retain('d,hy:'I,t<,s(>arc-,h g~r:,po:"
rntll)tl ttl snpport.its cnllun t iou, 1mt('Jlthtgund ·licl'nsing program"uncl'for' IUJothe-r
charitallle'nurpoi('.~~ '. '. ..... . . . .... ..' .. ,' ..... . .... ' .' .

11, Onl.\~ (Jll~' .XHF' .inY(>Tifhm- ;h:l~ r{'n~h.(\.i·.thp mnrk{'tj>lnr:e, itnrin,g'thehi~t,l;)
y:('nr~. Thi~ .in\':('nnon·hnsJlrndT1("(~dsnl(\sofallout ~.J,OO.OOO,Jhroll;::hD:ec,rmhgr 31.;
In78. nj).\·n1ties'onthC':-:~'~a'l('sIl:r'~~,npnr(Jximntl'll$:.!O,O~JOof whidlnbout$~2',OOl)
wa:-: tlil't,'ihntc(l tn,thein:n'ntoralHl .•hi~institlition.

12"OlllY',nn(>'in~:{',I.lnm.l Jron)g-'r:lJlt bif!· n::rl'J1(·jf>:-: 'htJH"· flIrt n n j,:W: -:Hl(l'~'SFIP ~
rNl('·h('{l thp Hl,:tr!wtpJ:]("(\in the .last 15 }'('nN.. ';'his. inY()Jltirl,n wn.f;,'.s~lpport('dllY'

fUlld'!-l froJll tlw ~\~cn('Y for Illf'C'rm\tional I?l~Y('I!"!-U!H'nL It Ij:1S ?njl,;j'(>tl tnt:lI ,~ak;.l:
Of:lhollt $~~O~OOO tllroug'hDecP!llIH'T,3l;'107;:t: ]toyaIHe~'.haYe·llflProxi.matt>ll

$12.00nof whiehnhoHt •.~7,OOO \\''1sdistri!llrtrdf'olhe in1;cnfof nml his. in5.11tntHp.
13. T\YI'-nty-tw()In~~entinnshnle·hN'·nli(·(\B~NlhntsnIp::: of li('t'll~()d prodm·tslw(l

not -~'l't o('('llrr('f] a~ of n('(~f'tl1her 31.1D7S. Sinetf'pn of thf'~ew('r(' IIE'y ~l1p.

portrfl. two \\"pre'f:ll1JlTH)rtcd hyX~.I;->" nn,d" onellythC' Department of Defc·n!"e.The
ti me ffOPl nrr~~ptflll{'ebas ,"a rif'd from: ten: to two 3-'c'n rs. '

TABLE I.-:-TOTAL SALES.ROY~LTIESREC[IVED, AND OfS1R·IBUHON OF ROYALTIES FROM SALE OF LICENSEe
'PRODUCTS

,-~:fThtOuf:hDeC'. 31, 1978: dollar amounts in thousands)

AiltibaCte,dal burnointmenL ••••••• HEW
Analytlcal.teaRent__ .•••••••• ~._••• N,SF
Macrocy~"c chemrcals .•• _, .. _._.". HEW
Platinum antitumor tompounds. HEW
Phrenic nerveslirnulator,. ••••• ..; HEW
AminlJ protective tomDound_ ••.~.,••• HEW
COdlinR",moth.sexattractant. _.~.~ •• HEW
,10/1 selec.1ive eledrode•• ~ ••• "._.~~., tfEW
Contra,c.eptive device••• _~ ••• ~.~,,~~ AID
Polymeficphoto $en~ililerL._~ ..• ~ t1EW
He~rtJl,acemakerte!einetrpy~tern~ ~ HEW
Knee Joint pr~stlle~is.~" •• ..;.~~ •• ~ ••• HEW

'----------------------_._--------_._------
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TABlE'IV.-INVWTIONS ACCEPTED BY ,RESEARCH CORP. ?RODUCING R'OYALTIE$BYDEC. 31, 1978
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TABLEUI,~NuMBER OF INVENTIONS ACCEPTED BYRE~EARCHCORP.BY·YEAR OFACC£PTANCE

II
5

7
o
B

Percent or
a,c~epted

loVen!lor.t

'R~ya,fl'il;~
dJstr,q\lI,ed,lo '

h'-st,tul,ipnS,3\ld
inv~ntorsb'y

Research Corp.

15
6

I
o
1

Number

RCYIlllies
Cf(:elvedby

Rese.a,f~h eorp.
'Tofat$;3let
b;t:liceo$ee

85.7 _••• _•• _••••• _••"_'.' •••_•••••••••••_•••••••
o __._.. ",_"'_~'-'.~....:...'._. ~~_. _~ •_'.. __ ._

14. 3 .:.~_•••• ._~,;~••'••• ~~_. ~_~~~~ ~ .... _~~

68.4
2i:~ :::::::::::::::::-._--- -- ---... -~ --.

TABLE 1I.-TOtAlsALES. ROYAHIE~ REWVW,AND OISTRIBUTION OF RO'l'ALTIES fROM SALE OF
lICEtISEO'PRODUCTS ' " " ,

IThrouJ~ti. Dec.3l, I978idol1ar amounts j~:thousaiIl1s1

Health.,£ducation, and Welfare:
,~~~:.r~-~: :::::::::~::: ::::::::::::::::::::~::: :::::::::::::::::::::::::::::

NationalSmllee FOundatIOn;

()theF~~~:e;:.: ~,;:::::::::::::===:=::==:::::E:: ~':'~~:::: ::::::::::':.::::::::::::

Percent:
\'i,ai\l:ci'~.;~ ~:.:._. .,;~~ .._
IPA._ •••••••••••••••••
Deriied .. ,; __ •__ •• __ ._. __

I Olheraierieies use waiver procedure only.

HEW NSf
Pr6'(1udngroyaflit's by

Oihe'r
.: :'.oec.,,3,L19l8

i1giin~ Oth'ei
Total Waiver IPA TO,tal Waiver IPA cjes HEW NSf agencies

Pt~~t!J61·~,,~:~.,;.'.; ... '.:. 5 6 0 1 1 0 0 0 ? 0
J!l6J,:.~" ~ ~.:. __ ~ __ ~ .. 4 4 0 1 1 0 2 1 '0
1968.. _-.. •• _•• ~.~.:. 7 7 o· 1 1. 0 ,I, I 0 0
1969. , ••_,•••••• 11 9 2 2 2 g .0 . 3 0 0
:.9,10 .. ,,,,. ~.. ".. ~;,..;,.: 12 (1)9 2 0 0 0 0 0 0
l!Hl.. " :.'':'~. __._ .:.. 13 (2)9 2 4 (1)3 0 0 3 0 0
1m••..•..._... 12 (lill .0 0 0 0 1 4 0 0
1973. "_"_'_'" JO B 2 0 0 0 4 2 0 1
1974 .... ~. ;. •• _~".~ 9 7 2 3

1
0 2 2 0 0

1975"" _~:'._._'_~_ 9 5 4 I 0 0 2 0 0
19?6-;;.~ ,•.'.~:~ ~,~~_ 13 7 6 I (I) 0 I 2 0 0
1977_• ""'_"" 15 6 9 0 0 0 1 1 0 C
1978. _•••••••••• 12 (1)3 B 0 0 0 1 0 0 0

Tolal (denied)~. 133 (5)91 37 l' (1)12 0 13 21 1

By WaJ.ver;: ,~,~_.~~. ~_~ _'. ,~,~. ~ .~'.~.~" •• ~~•.:.~.~.~~~.,.~~ ~23..75l S:i,J93 :$M8
By.institlllfonal pa~ynt agreement••~_~~"'."•••• _'_:""~•• ~... "-2,505 .,153 94

T'taL., •••••••••••• ,.......................... 25,251 1.3'.5 9£2

.~__~ ~-.......... - ----'--------..'L---------------
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