COMMITTEE ON PATENTS & RELATED MATTERS

REPORT TO THE PRESIDENT

ON

SESSION CONCERNING THE 

"CHEMICAL ENTERPRISE 2015"

DIRECTIVE

9:00 a.m.- 12:00 p.m., Saturday, March 12, 2005

At The Marriott Gaslamp Quarter (Carillo Ballroom B), San Diego, California

INTRODUCTION


The Committee on Patents & Related Matters (CPRM) extensively discussed the forces of change and likely impacts of those changes on the U.S. patent system and their effect on the Chemical Enterprise during CPRM’s meeting at the 229th ACS Spring National Meeting in San Diego, California, on March 12, 2005.


In general, the Committee believes that there are several major change vectors, and, with respect to each, CPRM believes that it has and will be able to continue to study these vectors and recommend actions ACS can take to positively influence those vectors of change to the benefit of the Chemical Enterprise.

I.
Changes are likely as efforts continue to enhance the quality of U.S. patents.


· Increased funding for the U.S. Patent and Trademark Office (USPTO) and putting an end to fee diversion.
· CPRM will continue to work with the Board, officers and ACS staff to play an active role in lobbying the U.S. Congress in connection with adequate funding for PTO operations and seeking an end to fee diversion.
· Implementation of post-grant opposition to enhance opportunities to challenge patents of questionable validity.

· Like many other countries throughout the world, the United States will explore meaningful ways to challenge questionable patents without incurring the cost and expense generally associated with patent litigation under current U.S. practices.

· CPRM will lead discussion on this issue within the Society and within the intellectual property community, make recommendations to the Board on ACS positions and direct the Society’s policy making efforts to implement an effective post-grant opposition system.

II.
Changes are likely as efforts are made to enhance competitiveness of the U.S. patent system, by harmonizing U.S. patent laws with those of Europe and Japan.  

· One major change is likely movement from a "first-to-invent system" where the first inventor is awarded the patent to a "first-to-file system" where the first filer is awarded the patent.  CPRM believes these changes are not likely to have a significant impact on the patent system, because even under the first-to-invent system, often the first filer is awarded the patent as a result of a patent interference proceeding.  This change in US position is occurring because former opponents in the US of replacing the first to invent system have recognized the futility and cost of pursuing interference proceedings.
· However, concerns were raised that the elimination of the first-to-invent system might lead to a lessening of good record keeping and lab notebooks.  Specifically, some viewed the legal requirement for keeping good records as the primary reason inventors keep lab notebooks, and they expressed concern that elimination of the requirement to document early invention might lead to the elimination of notebooks and record-keeping protocols, which could be bad for chemistry and science in general.  

· Efforts likely will be made to preserve the grace period afforded U.S. inventors that permits sale and use of an invention prior to requiring that a patent application be filed, and perhaps to extend some kind of grace period to the rest of the world, perhaps as a quid pro quo for the US dropping the first to invent system.  If the grace period is maintained in the US and not extended to the rest of the world, there is unlikely to be a major impact on the US chemical enterprise.  This is because most companies and many individuals who seek patent protection in the United States also seek protection in foreign countries, and as such, those entities are not generally able to take advantage of this grace period. If a grace period is established in the rest of the world, inventors in those countries who have been barred from obtaining patents there may now be able to assert patent rights in their own countries and therefore the rest of the world.  It is unclear what impact this may have on the US chemical enterprise.
· CPRM's recommendations to the Board and implementation of recommendations that are adopted with respect to harmonization efforts will continue to lead intellectual discussion within the intellectual property community and likely impact policy making efforts to enhance the competitiveness of the U.S. patent system.

· Finally, harmonization efforts may also result in the elimination of the best mode requirement.  Under this law, U.S. patent applicants must disclose the best mode of carrying out their invention, as it is known at the time of the patent application filing.  It is unclear to CPRM how the change might impact the U.S. patent system, or even whether the change is likely.

III.  Changes in the magnitude and structure of funding available for research will lead to more cooperation among universities, industry, government and global partners.  However, these changes in magnitude and structure will also lead to other consequences.  CPRM will continue to study and evaluate these issues and make recommendations for Board action as appropriate.  Some of the specific areas of interest, study and concern include the following:

o  The Bayh-Dole Act (and associated Executive Order 12591 and the Federal Technology Transfer Act) have spawned tremendous growth in technology transfer,
and commercialization of innovations resulting from U.S. government funding, as well as providing a significant boost to technology-based growth in the U.S.’ Gross National  Product.  Drops in government funding could retard that growth, and will
lead to more cooperative activities, but also to fewer restrictions imposed
by the government requirements on recipients of government funding etc.  The Bayh-Dole has also been criticized for turning universities from basic research organizations into businesses concerned primarily with applied research that will lead to an income stream.  The incentive to become applied research businesses can also  lead to ownership controversies and issues about timing and openness of research reporting.  (N.B.: Some of these issues will be explored in a symposium, Bayh-Dole and Technology Transfer:  25 Years Later, co-sponsored by CPRM and other ACS committees and divisions at the Washington meeting in August, 2005).

o   Corporations are also changing the way they conduct and sponsor research.  The portion of  research performed directly by large companies is decreasing as they focus on core research areas and areas that are deemed less risky and more likely to offer payback.  Much of the research they elect not to perform may, unfortunately, never be conducted.  Much will be contracted to universities or done cooperatively with universities and other partners – but present many of the same issues as listed above – issues of ownership of the resultant intellectual property, issues of timing and openness of research reporting, and the policy issue that universities are becoming applied research contract organization rather than institutions dedicated to basic research.  Industries may also reduce the financial risk on themselves by avoiding risky new investments, but instead, letting small start-ups assume all risks, and then buying out the successful start-ups. 

o
While the U.S. is likely to remain the primary location for research, the U.S. share of research investment is likely to decrease.  Industries will be looking for less expensive ways to conduct research.  In addition to the ways discussed above they may outsource research to subsidiaries and affiliates in other countries.   Also, many well known corporations are now foreign owned so much of their research can be expected to be conducted outside the US.  Finally, as foreign owned and located industries become more significant actors in the world’s economy, more research will be conducted overseas.  All of these factors can lead to additional problems with ownership and handling of intellectual property because of the differing laws in other countries as well as serious issues of security as an increasing portion of research is conducted outside the US.

IV.
Special cases are presented by China and India because they are large countries with fast expanding economies that have had a reputation for poor intellectual property regimes and poor enforcement of them.  As China and India become developed, more and more problems are likely to continue, until such time as those countries need to rely on improved intellectual property regimes (laws and enforcement of them) to protect their own investment in innovation, to continue to attract outsource funds from developed countries, and to avoid retaliation by countries with better ip protection regimes.  That is, as China and India begin to develop more innovative technology, the need to protect their own investment, their sources of funding, and their positions in the world trade community will increase and improvements in their intellectual property rules and enforcement of compliance are more likely.

V .
Change will occur to enhance protection of U.S. intellectual property and innovation in foreign countries.

· Continued efforts to seek greater protection and greater enforcement of intellectual property rights abroad

· CPRM will continue lead the ACS effort to encourage governmental activity to protect the interests of innovators throughout the world

· Continued efforts to enhance protection of multi-national innovation as globalization continues

· As involvement of inventors from multiple countries on individual projects continues to increase, CPRM will lead ACS efforts to secure adequate protection of such innovation, while preserving the important legal rights of individual countries that may be involved

VI.
Various other change vectors will put pressures on the patent system particularly as it relates to chemical compositions and processes.

· Continued support of research funding

· CPRM will continue its evaluation of current funding practices and associated rewards (such as afforded by the Bayh-Dole Act) with recognition of the continued need for fundamental research, while at the same time acknowledging the ever-increasing importance of applied technology

· Enhanced protection for important counter-terrorism measures 

· CPRM will continue to evaluate appropriate incentives, while ensuring that such protection measures do not inhibit further innovation and/or development of new technology 

· Affordable medicines

· CPRM will continue to evaluate the competing interests dealing with pharmaceutical drugs, while recognizing the tension between affordable generics and appropriate protection of investments made by major brand drug companies.
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