INTELLECTUAL PROPERTY RIGHTS FROM PUBLICLY FINANCED RESEARCH AND DEVELOPMENT BILL [B 46-2008]
Comments submitted on behalf of the CSIR to the Parliamentary Portfolio Committee on Science and Technology
Introductory remarks

The CSIR has observed with interest, and contributed to, the evolution of this Bill, which we believe will impact significantly on the way in which we carry out our mandate.  We are happy to note that many of our concerns expressed earlier in the process have been taken into account, as a result of the consultative process followed by the Department of Science and Technology (DST).  It is our opinion that the current version of the Bill represents a vast improvement over the initial draft, and we make the following comments in an effort to address our remaining concerns.
Most of these comments deal with:

(1) Fine-tuning language and definitions to avoid ambiguity and ensure clarity of intent.
(2) Distinguishing matters of purpose and principle, which we believe are appropriate subject matter for a statute, from those of implementation, which we feel are better located in regulations or guidelines.

Definitions - Section 1.
(1) The Bill currently allows for the possibility of “funding agencies” also to be “institutions” (and thus “recipients”).  It is submitted that the role of organisations which fund research should be clearly differentiated from that of organisations which undertake research, in order to avoid protracted negotiations between recipients and funding agencies on issues of intellectual property ownership and management.  We acknowledge that some organisations assume both roles, performing their own research in addition to funding research performed by other organisations.  In such cases, their classification under the Bill should be determined according to their particular role with respect to the research concerned.  This will require the list of entities named in Schedule 1 to be revised, to ensure that the Schedule does not contain any “pure” funding agencies (eg Water Research Commission).  Two separate lists could then name those entities which carry out research, on the one hand, and those which have a dual role (eg Medical Research Council) on the other.
(2) The definition of ‘‘funding agency’’ should be amended to read as follows:

‘‘funding agency’’ means the State or an organ of state or a state agency or component which funds research and development;

(3)The definition of “intellectual property” is critical to the scope of the legislation.  It is submitted that intellectual property should be defined according to its potential for “commercialisation” (as defined in the Bill), rather than in terms of being able to be protected by law.  The following definition is therefore proposed instead:

“intellectual property” means creations which have the potential to be commercialised;

(4) The definition of “intellectual property creator” should be amended to read as follows:

‘‘intellectual property creator’’ means the person involved in the conception of intellectual property;
(5) The definition of “intellectual property transaction” should be amended to read as follows:

‘‘intellectual property transaction’’ means any agreement in respect of intellectual property, and includes licensing, assignment and any arrangement in which the intellectual property rights are transferred to a third party, but excludes transactions involving intellectual property developed as a result of “full-cost” research;

(6) The definition of “revenue” should exclude non-monetary benefits.  These are not always easy to quantify and attempting to build these into an institutional benefit-sharing policy would be problematic.  For example, converting these into a cash value would place an undue burden on institutional funds, and giving a share of ownership to an intellectual property creator in an asset such as a piece of equipment would not make sense.

(7) The term “commercialisation entity” referred to in the definition of “revenue” must be defined.
Choice in respect of intellectual property - Section 4.

(8) It is noted that subsection 4(2) deals with a two-component decision process, namely a decision to retain ownership in intellectual property, and a decision to obtain statutory protection for intellectual property.  We submit that the legislation is acceptable as it stands, provided that the corresponding regulations or guidelines put in place an appropriate process to address this, taking into account that retention of ownership without obtaining statutory protection may be justified in certain circumstances.

Management obligations and disclosure duties - Section 5.

(9) It is not clear why section 5 is divided into two subsections, as all provisions seem to apply to intellectual property, and some redundancy is identified (eg between subsections 5(1)(e) and 5(2)(e)).  It is suggested that this division be eliminated, and redundancy/overlap between provisions listed under this section removed by incorporating the relevant provisions into the same subsection. 

(10) The word “all” should be deleted from subsection 5(1)(a).

(11) The 90-day time limit imposed in subsection 5(2)(b) is likely to create difficulties, as identification of intellectual property by researchers is frequently part of a process, rather than a discrete event.  As such, it is difficult to pin down an exact time of identification, from which the 90-day period would run.  It is therefore suggested that subsection 5(2)(b) should be amended to read as follows:

“ensure that intellectual property creators make a disclosure to it of possible intellectual property as soon as possible after becoming aware of the existence of such intellectual property, but in any event before such intellectual property is made public;”  
(12) Subsection 5(2)(c) should be amended to read as follows:

“assess the intellectual property to determine whether it merits statutory protection and, where appropriate, apply for and use best efforts to obtain statutory protection in its name;”

(13) Time limits for taking certain actions should be set out in regulations rather than in legislation, for both NIPMO and recipients.  For example, a time limit of 30 days is prescribed for recipient action in subsection 5(2)(d), whereas time limits for NIPMO action are to be determined by legislation (as per section 4).  It is therefore proposed that subsection 5(2)(d) be amended to refer to a “prescribed period” rather than the current “30 days”.

(14) Subsection 5(2)(f) is potentially problematic, especially for universities, where any curtailment of the right to publish is viewed as a restriction on academic freedom.  This obligation might therefore be better left to institutional policy.  If however it remains in, it should be amended to read as follows:

“ensure that intellectual property is appropriately protected before being published or publicly disclosed by other means;”

Establishment of office of technology transfer at institutions - Section 6.

(15) In order to make allowance for institutions with technology transfer offices which pre-date the legislation, the words “have in place or” should be added to the beginning of subsection 6(1)(a).

(16) It is suggested that the word “joint” replace the word “regional” in subsection 6(3).

Functions of office of technology transfer - Section 7.

(17) It is submitted that the subject matter of section 7, dealing with the functions of an office of technology transfer, relates to implementation and should more appropriately be located in Regulations.  Assuming that this language is moved into Regulations, we suggest the following amendments:
(18) The word “have” should replace the word “has” in line 2 of subsection 7(1).

(19) Subsection 7(2)(a) should be amended to read as follows:
“develop and implement, on behalf of the institution or institutions it represents, policies for disclosure, identification, protection, development, and commercialisation and benefit-sharing of intellectual property;”
(20) Subsection 7(2)(c) should be amended to read as follows:

“analyse intellectual property disclosures for (without limitation) the stage of development of the relevant research, commercial potential, the likely success of such commercialisation, and the options for protecting the intellectual property concerned;”
(21) Subsection 7(2)(f) should be amended to read as follows:

“ensure that all aspects of intellectual property transactions and the commercialisation of intellectual property are properly attended to;”
This allows for institutions to be assisted by third parties.

(22) It is submitted that subsection 7(2)(g) is not necessary, as this is covered by subsection 7(2)(c) (as per suggested amendment).
Functions of NIPMO - Section 9.

(23) Subsection 9(6):

We suggest that a grievance/dispute resolution procedure be introduced, to be used prior to invoking PAJA, the details of which could be elaborated upon in regulations.  We further suggest that reference be made to application of the relevant provisions of the Intergovernmental Relations Framework Act in respect of those institutions governed by it.
Rights of intellectual property creators in institutions to benefit-sharing - Section 10.

(24) Section 10 is perhaps the most problematic section of the Bill.  We therefore make a strong call for its scope to be vastly reduced, so as to provide only for the principle of intellectual property creators at an institution to be entitled to share in revenues (as per suggested amended definition).  Institutions should be entitled, and are indeed best-placed, to craft their own benefit-sharing policies in alignment with their other financial and human resource policies governing investment in research and development, staff recruitment and retention, remuneration, incentives and promotion.  Many institutions, including the CSIR, already have such benefit-sharing policies in place, and it is submitted that there is no need to tamper with these.
(25) It is suggested that NIPMO guidelines might set out the elements that NIPMO wishes to see included in institutional benefit-sharing policies.
(26) In the event that any of the detail of section 10 is in fact retained, it is critical that any benefit-sharing criteria imposed apply only to net revenue, and not to gross revenue.  Bearing in mind the substantial costs involved in prosecuting, maintaining and enforcing intellectual property rights, and those associated with the successful commercialisation of intellectual property, an institution must be able to control how these costs are recouped.  Any obligation for benefit-sharing to apply to gross revenue could have detrimental effects on an institution’s finances, could unfavourably skew decisions about investment in research and development and intellectual property protection and act as a strong disincentive to institutions to commercialise their intellectual property.  
Conditions for intellectual property transactions - Section 11.

(27) We would like to see that all of the preferences listed in section 11 are made subject to the proposed licensee/assignor demonstrating adequate capacity to carry out its obligations in terms of the proposed intellectual property transaction.
(28) We suggest that subsection 11(1) be extended to provide for an additional preference for private funders of research which leads to the creation of intellectual property (or alternatively, that an appropriate reference is made to subsection 15(1).  It is not clear according to the current draft about how the provisions of subsection 15(1) align with subsection 11(1)).

(29) While we support the sentiments expressed in subsection 11(1)(c), we have concerns about the subjectivity and vagueness of the language used, and are not sure that this is a feasible requirement in practice.  The same concern applies to subsection 11(2).
(30) We submit that the level of detail contained in subsections 11(1)(f)-(h) is more appropriately located in Regulations than in an Act.

(31) It is not clear whether subsection 11(3) would be compliant with insolvency law. 

(32) A new subsection should be included under section 11, to require that intellectual property transactions include granting institutions a non-exclusive, paid-up license to use relevant intellectual property for research purposes.

Restrictions on offshore intellectual property transactions - Section 12.

(33) We suggest the deletion of subsection 12(2)(a), as it is anticipated that this will be dealt with in the Regulations.

Intellectual Property Fund - Section 13.

(34) We suggest the deletion of subsection 13(3)(c).  We believe firstly that the condition imposed here is not necessarily appropriate in all circumstances, and secondly, that the more generic subsection 13(3)(b) could cover this condition to the extent necessary.

Acquisition of intellectual property rights by State - Section 14.

(35) The provisions of subsection 14(5) are extremely harsh.  We submit that the scope of this section should be limited to cases of deliberate non-disclosure.

Co-operation between private entities or organisations and institutions - Section 15.
(36) Institutions co-operate with a wide range of partners and stakeholders in the National System of Innovation and we are concerned that section 15 is unduly narrow, dealing only with “private entities or organisations” (which terms we note are not defined).  The Bill is silent, for example, on research collaborations with indigenous knowledge holders, higher education institutions and non-South African public organisations.  We suggest that this section be expanded to take into account a broader spectrum of potential partners, and that regulations distinguish appropriate rights for different types of stakeholders and different types of co-operation, providing for sufficient flexibility to ensure that opportunities for research collaboration are promoted and not impeded.
Confidentiality - Section 16.
(37) The confidentiality provisions seem unduly broad.  We suggest that the scope be limited to information which is in fact confidential.
Concluding remarks

While we fully support the objectives of the Bill, on the basis of our experience as a South African public research institution with an established track record of carrying out technology transfer, as well as our studies of technology transfer systems elsewhere, we acknowledge the complexities of promoting this activity effectively.  We know that there is a fine balance to be struck between stimulating the desired behaviour and over-regulating.

We note that technology transfer is just one modality for strengthening linkages in the National System of Innovation, and the impact of this intervention will only be maximised if other elements of the system are simultaneously addressed, in conjunction with partners in the public and private sectors, academia and civil society.  To this end, we note in particular the absence of small business in this process to date, and identify this as an important constituency to target in future interventions.  In general, the Bill stresses the role of public research institutions in “pushing out” technology, with little emphasis placed on the capacity and willingness of industry to take up the technology concerned.  Some of the provisions of the Bill could have a disincentivising effect on companies wishing to license intellectual property falling within the scope of the Bill.  Furthermore, the broader relationship between industry and research institutions must be recognised, and any risk of jeopardising funding for research and capacity-building from companies to research institutions must be minimised.  Research collaborations with overseas partners should be encouraged and not hindered.  The potential occurrence and impact of unintended consequences must therefore be carefully monitored, and adjustments made where this may be justified.
We must not lose sight of our development context and must strive to keep in the forefront the Bill’s expansive definition of “commercialisation”, which provides for use of intellectual property for social benefit.  Various options are available to leverage intellectual property for the public good, such as socially responsible licensing, humanitarian use licensing, global access imperatives and open source and open access models.  The right of institutions to retain freedom-to-operate in respect of intellectual property licensed or assigned under the legislation must also be jealously guarded.
An enabling environment in which implementation is handled in a sensitive and flexible manner will be critical if the objectives of the Bill are to be achieved.  Arguably, a “suboptimal” technology transfer transaction is better than no transaction at all.  Case studies should be shared and learned from, in order to generate a better understanding of the strengths and weaknesses in the system.  DST has indicated that it will continue to involve stakeholders in the process of implementation, most immediately in the process of drafting regulations under the Bill.  The CSIR welcomes this approach, which we believe is a precondition for attaining the objectives of the Bill, and we offer our participation and assistance in this regard.
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