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well as the Venice Congress of the LAPLP in
June, 1969.

Upon the foundation of the Yugoslav Association
Jor the Protection of Industrial Property (Yugosiav
National Group of 1.A.P.LP.) Dr. Popovic has been
elected Member of the Managing Board.

In the autumn 1969, appeared the book of Dr.
Popovic under the title “Protection of Trade and
Service Marks under Yugoslav Law” (in the Serbian
language but with a summary in English — see the
review about the book in “Les Nouvelles”, May,
1970). He is also the author of several articles
dealing with problems in civil, commercial and
industrial property law, published in the Yugoslav
law reviews.

For a certain period of time, he has been occupied
with the problems of new joint ventures legislation
in Yugoslavia (see e.g. his article in “Les Nouvelles”
of March issue, 1971), and he has been elected Mem-
ber of LES in February, 1971. At the LES Copen-
hagen Meeting in August, 1971, he was the leader
of Workshop 10: “Joint ventures with and licensing
to and from Yugoslavia”,

Dr. Slobodan A. Popovic is married and has two
children. His free time is divided between the family
and two hobbies: the soccer and the chess.

LICENSES TO SEXUALLY REPRODUCE

by
Benton 8. Duffer:, Jr.*

Why not? During late 1970 President Nixon signed
into law the Plant Variety Protection Act (84 Stat.
1542y which is designed “ro emcourage the develop-
ment of novel varieties of sexually reproduced plants
and to make them available to the public, providing
protection available to those who breed, develop, or
discover them, and thereby promoting progress in
agriculture in the public interest”, Pursuant to this
recent legislation a Plant Variety Protection Office
has now been established at Hyattsville, Maryland,
which is administered by the U.S. Department of
Agriculture,

It is anticipated that the primary users of this
new system for protection will be found among the
4,000 plus companies within the United States which
provide planting seed for American agriculture. Here-
tofore, those seed companies which were venture-
some enough to seriously engage in the development
of a new plant variety which reproduces by seeds
(other than a first generation hybrid) had no means
of protecting their investment in the research and
development leading to the variety, as well as in
expenses connected with its introduction. Plant
breeders were provided little incentive to originate
new varieties of important agronomic crops such as
cotton, soybeans, wheat, rice, etc. Their competitors
were free to buy the planting seed for the new variety
on the open market, to grow the same, and to compete
directly in the marketplace during the next growing
season, by selling substantially identical planting
seed. In fact, the Federal Seed Act (7 USC 1551-
1610) required that the competitors label the seed of
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the new variety being offered for sale with the same
variety name chosen by its originator. One cotton
firm recently reported its costs in developing a leading
variety of cotton at $572,000. Following introduction
of the variety, it was highly regarded and widely
adopted in several Southern states, but the firm never-
theless experienced a substantial loss on the new
variety since after the first growing season its com-
petitors stepped in and supplied cotton growers with
the major portion of their planting seed requirements.

The Plant Patent Act (35 USC 161-164) provides
no help to plant breeders working to improve plants
which reproduce by seeds since it is limited to scope,
and provides protection only with respect to those
plants which are commonly reproduced asexually
(i.e. by prafting, cuttings, division, etc.), such as
rose plants, shrubs, fruit trees, etc.

The new system of protection offered by the Plant
Variety Protection Act, which complements the Plant
Patent Act, is in many respects similar to the patent
system and even includes the possibility of the appeal
of an adverse decision to the Court of Customs and
Patent Appeals. Instead of a “patent”, a “certificate
of plant variety protection” will be granted which
will run for 17 years from the date of grant. As with
plant patents, no form of generic protection is avail-
able, and the grant will cover only the specific variety
described.

While the new Plant Variety Protection Office has
not yet issued any “certificates”, or even begun the
examination of applications, over 135 applications are
already on file. There are also indications that the
possibility of variety protection is already serving to
stimulate increased research among private plant
breeders.

It accordingly follows that owners of applications
and “certificates of plant variety protection” will
choose to grant royalty bearing licenses to other seced
companies particularly in those instances where the
owner of the “certificate” lacks the capability to fully
commercialize a new variety. Such licenses would give
a commercial licensee inter alia the right to sexually
reproduce the protected variety, and to sell to growers
seed capable of growing the protected variety. It is
believed that many of precedents and practices de-
veloped in patent licensing, and more particularly in
the area of plant patents, could be satisfactorily ex-
tended and applied in the licensing of rights granted
under this new system for protection,

Sec. 44 of the Plant Variety Protection Act does
include, however, a provision which is foreign to
existing patent statutes, and which may influence
future licensing decisions in this area to at least some
degree. More specifically, the Secretary of Agriculture
is given the power to “declare a protected variety
open to use on the basis of equitable remuneration to
the owner, not less rthan a reasonable royalty, when
he determines that such declaration is necessary in
order to insure an adequate supply of fiber, food, or
Jeed in this country and that the owner is unwilling
or unable to supply the public needs for the variety
at a price which may reasonably be deemed fair”,
This Section was included to overcome an emotional
negative reaction which might otherwise have been
encountered in Congress from those fearing that
the owner of a *certificate™ might arbitrarly choose
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to deprive the country of planting seed required for
the growing of needed food. The future peacetime
implementation of Sec. 44 by the Secretary of Agri-
culture is believed to be only a remote possibility.
[t is considered unlikely that any new variety would
be so superior that it would warrant being declared
‘necessary to insure an adequate food supply, or that
the previously existing varieties would be found in-
capable of meeting our country’s demand for food
during the foreseeable future. If, however, a plant
disease should make all other varieities of a given
crop non-growable, and a protected variety offers
disease resistance, then the Secretary of Agriculture
may be expected to act. The owner of the “certificate”
nevertheless is offered some consolation in the re-
muneration area, since Sec, 44 further provides: “In
the evert litigation is required to collect such remunera-
tion, a higher rate may be allowed by the court.”

It will be interesting to see the extent to which the
owners of “certificates” granted under the Plant
Variety Protection Act will look to the operation of
the patent system for guidance in the area of licensing
precedents and practice.

*About the Author: Benton S. Duffenr, Jr., is a
member of firm of Burns, Doane, Swecker & Mathis,
Washington, D.C.

LICENSING OF PATENTS AND TECHNOLOGY —
APPLICATION OF THE UNITED STATES
ANTITRUST LAWS

Before the Antitrust Section
American Bar Association — London Meeting

Royal Garden Hotel

by
The Honorable Richard W. McLaren*

The past year has seen the development in the
United States of a very considerable controversy within
and between different groups -- Congressmen, members
of the Executive Branch, the patent and antitrust
bars, and even among businessmen — over the
question of the interrelationship of the United States
patent and antitrust laws. This controversy has focused
particularly on the issue of what is and what is not
allowable in the licensing of patents and other
technology.

The significance of patents to business, and to
the economy generally, seems to be growing. The
United States now issues about 70,000 patents a year,
and roughly one-third of all United States patents
ever issued are now in effect. It is in the not too distant
past that patents covering inventions of very con-
siderable significance have been issued. 1t was only
in 1951 that the transistor was patented, and, in 1953,
the color television tube, The 1950°s also saw patents
issued on the broad spectrum antibiotics.

It is estimated that the amount of commerce af-
fected by domestic and international patent and
technology licensing is in the thousands of millions
of dollars.
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I would like to lay out and discuss with you today
the views of the Justice Department on the appli-
cability of the antitrust laws to such licensing ar-
rangements.

I

For purposes of perspective, let us start with the
objectives and basic principles of the antitrust and
patent laws. The antitrust laws are designed to
protect and promote competition. They prohibit
agreements or collaboration among persons to
limit competition unreasonably. They prohibit
attempts to create — and the exercise of — illegal
monopoly power — the power to control market prices
or to exclude compeition.

The patent law seeks to spur technological progress.
It does so by giving inventors, in return for disclosing
their inventions, the right for seventeen years to ex-
clude others from making, using or selling the patented
invention.

The limits of the patent grant are defined by the
Patent Clause of the United States Constitution,
which grants to Congress the power “to promote the
Progress of Science and useful Arts” by securing to
inventors a limited “exclusive right” in their inven-
tion. As so defined by the Constitution, this grant to
Congress is “both a grant of power and a limitation.”
Our Supreme Court has held that the paramount con-
cern of the patent system is the public interest,
defined as the net benefit to the community or public
at large, and not the financial reward to any particular
inventor.

Because of this broad social purpose, a patent is
limited both in time and in subject matter. So as not
to unduly impede subsequent invention by others,
the invention must be disclosed in such form that others
can use the disclosed invention as a basis for further
development or improvement. And the right to
exclude others is limited in time so that the invention
itself will not be forever removed from the onward
growth of technology.

The effect of such limitations on the patent
monopoly are two-fold. First, patent pélicy requires
that all ideas in general circulation be dedicated to
the common good unless they are protected by a valid
patent. If the patent monopoly or patent-like powers
can be extended by other means, then the grant of
a patent iself would become a hollow exercise, for
greater protection could be obtained elsewhere.

Second, when the patent owner moves to exploit
his patented invention, his exploitation of the right
to exclude others is subject to all the general rules
of the marketplace. If his discovery be important,
his reward will be large; if it be unimportant, his
reward will reflect its value. But the patent owner
should not be permitted to expand his monopoly
artificially through contract — through a patent license
— s0 as to infringe the principles of the general law,
including the common law of restraint of trade, and,
since 1890, the federal antitrust laws.

il
Given these wvarious goals and policies of the
patent and antitrust systems, how do we reconcile
what may appear to be contradictory bodies of law?
Generally speaking, as a matter of freedom of




