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He have rev i ewed the history and present situation regarding government
patent pol icy, as we l l as the positions of the various Federal agencies
regarding propos ed legislation (H.R. 6249) ..

The basic issue is ownership of patent rights on inventions resulting,
from Federal grants and contracts .. The main poss ibil Hies or options
are:

government ownersh ip and control of inventions;

allowing the inventing ~ontractor or grantee to retain such
rights; or

a co~bination of the above-~illowing patent policy to develop
. ~pending on the individual lontract; 'g situations, government
agenei es , or R&D programs in' 01ved, .

This s sue is contl'oversial and emotional, and l.as been debated by
Congl «ss , indus try, the uni versi ty communt ty an'" the Executive Branch
for over 30 yearswi thout resolution. Current policy is controlled by
approximatel~' 20 statutes applying to different agencies and programs,
and by the Pres t dent i al patent pol icy in all si tuations not covered by.
statute.

Congressman Ray Thornton has i ntroduceda bi 11 (H.R. 6249), ';Ihi ch \'IOU 1d
establi sh a uniformand.government-wi..depatentpo li cy. Congressman
Thornton/s'bi 11 has been favorably supported by most Federal agencies
and is co-sponsored by 14 Congressmen. Presently, there is no ccrr.pet inq
l~gislatjve PI'oposal and hearings on the Thornton bill are expected in
January or February 1978.
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The bill gives contractors and grantees the initial option to retain.
owner-sh ip of inventions resulting from f;'(;2Nlly supported R&D and
al lows them to retain exclusive rights for a period of 7 to 10 years.

'The Gover r-nent receives title to all inventions not selected for CO'1l­

mer-c l a l i znt i on b'/ th0. cont rac tor , In thcs c inventions the contrcctor
scl ects ~.I,-."~ -. ....,....~r.:.. ~".j.. ·.~,...--..:;'·r·~ ~ ~i~ :.-".-. ,;,--:;1"' ,\ :\f'rJ the ~"iCh';" ....

'- ' ..;.~ _ ' '" .• , _., ''-.~'-l ~'-, :' ~_ ' ,,1;,,; t .,.It.. o-v

require the l i cens i nq of others in the event the contractor fails to
.ut i l i ze the invention or in other public policy situations. Safeguards
against non-use are prov i ded in the form of "march-in" l'ights.

The Thornton proposal is designed to al l ovr industry to undertake the
initial efforts to commercialize federally supported technology, wi th
government involvement only I,there such efforts are unsuccessful or
misused. If the government acquired title, the burden of insuring
connerc i ali za ti on would be in the government but thi s more appropr i ately
is the res pons tb l l t ty of Indus try. The Thornton proposal concentr-ates
the government's efforts on only those fe\1 inventions wh i ch may ulti-
mately prove to be commercially important.

The Thornton bi 11 wouldbe attacked as a "give away". and as potentially
.produc i ng "I':i ndfa 11 s " for indus try by pub1i c i nteres t groups, by Admi ral .
Rickover and others. Government supported studies indicate, hOl'lever,
'that:

;
a. competition has not been· adversely affected by the

contractors cwnersh ip of inventions and "wi ndfa l l" profits
.. have not been produced by f'ederal ly supported inventions;

b. additional incentives are necessary to rectify the low utili­
zation 'ate of government supported inventions •

. The Thorr.t.on bi 11 "ol Iows a 1972 pol icy reCOI mended by the Commi'; sion n
Governmen' Procure -ent , a bi -par-t i san group es tab1ished by the err gress.
The bil l was bas e.! on proposed 1egisl at ion drafted last year by be
Federal Counci l fr,' Sc i ence and Technology Ccrmi t tee on Governme I:
Patent Pol i cy, an Intel'agency committee. Add t t i ona lly, the Thorr:':on
bil] has recently been either not objected to or supported by all
federal agencies except the Department of Justice (which prefers the
current pol icy "mosaic" developed over the years) and the TVA. It is
recorrmended tha t the Admi ni s tra ti on support Congressman Thornton's bi 11 .:
A more detailed review of the issues and options is attached •

. Attachment: .
As stated

" • __ , 0- __ ,' _."'__ ' __ '._' •• ---.----~••,,--.

I
-"



ISSUE PAPER
ON

FEDERI!,!. PAwn POLICY

ISSUE

Todeve-Icp an Adillin'istr'ution cost t ton r'f:gQrding ownerstrip, contrul a-nd
use of i nvent i ons made under qovernment R&D contracts and qrauts->
generally n:ferred to as the "govem;wntpatent pol icy" issue.

?ackground and Discussion

Congressman Ray Thornton is vitally i nteres ted in patent policy. He
held hearings on the subject last fan and has introduced a bin (H.R.
6249) I'lhich would establish a uniform and government-wide patent policy
Hearings on the bi n are expected in January or February 1978.

Government patent policy is a controversial and emotional issue that has
been debated in Congress, indus try, the uni versity com:nunity, and the

"Executive Branch for 30 years without a satisfactory resolution; There
"has been a tendency for opinions to polarize to one of two extremes:

tha t the government shoul da lways acqui re ownersh ip because to
allow contractors to retain ownership to inventions is a "give
away" of government proper-tyv.e "wi ndf'al l " to the contractor,
and wi11 suppress competition and the use of technology, or

that the contractor should always retain ownership because ph
i nventi on owned by the govermnent and ava i l ab1e for a11 to use
will be used by no one due to the l aik of exclusive rights.

The isue involves an inter-relationsr; p of eco.ionric , scientific, bus tness
and!;"cial considerations that is very complex nd not \~e11 understood.
The pr obl em is one of balancing policies that I): otect the general public
intel"'s t and yet provi de enough excl us i ve benef , t to the developer to
tnsure full utilization of innovative ideas. res .il ting from Federal R&D.
Itmu~t also be pointed out that patent policy per se is but one of a
number of ways that may aid the innovative process. Tax credits, cost
sharing projects and subsidies could be used as incentives, however,
patent policy should not be such as to inhibitcorrmercialization and use
of innovative ideas. Curr-ant Federal patent policy, is a "mosaic" which
has developed through Presidential statements and legislation over the
last 20 years. In 1963, President Kennedy attempted to bring about more
consistencyby issuing the first Presi>dentia1 Statement on Government
Patent Pol icy. This was actually a thr-ee-f iered pol icy ca 11 ing for one
of three pol icy approaches depending upon the type of contracting situa­
tion. President tHxon reissued this pol icy with slight modifications in
1971 asa· resul t '. of, a three-year .s tudy •• The/agencies 'authority ,hm-Iever,
to operate under the Presidential Patent Pol icy.has-been twice challenged

.>intheFederci1 courts. "These cha Henges'lr3vefa i 1ed because of prcceourn 1
grounds and the merits of the cna 11 enges rema i n undeci ded ,
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cgisletion on this issue has tended to be sporadf cand inconsist~ .!?I
Some legislation applies to all R&D ac t i vittes of an agencyjNSF and .: .fA.tfiI\S!\), some to a par t i cul ar field of technology (AEC/ERDA), some to VI

.,particular R~,D proqrams of an agency (Coal Research Act and Saline
Hater Convers icn Act}, end some to pr0C;:'iJ[as \·!hich cross agency boun­
.dari es (So"-;d t:'~l$te Disposal Act}. Sc'~,:t: legis-jatiol1 requires the
GO \ I {;;' ·~ I·~ ; ' ·. ·.-·Io I " · ·" O tai:e t i tl e ""',""'" 1'0 exceo t i ons (i';:ltL:.t F~psourcC\s Act),• - I ,,' _ I.... ...... ....,,, .... '., '_ ,... ~ .' ~." - . J" ".. • -... "..... ,,- .....

wh i l e others pcrrri t exceptions, as in "appropriate circumstances"
(Atomic Enerqy Act) , in the "public interest" (nASA and ERDA) ori the
"national defense" (Coal Research Act). SO!7le legislation requires
rights to be allocated in accordance wi th Presidential policies (Solid
Haste Disposal 'let and Federal Fi re Prevcn t i on and Control Act) while
the NSF Act reouires invention riqhts to be allocated so as to protect
the public intetest and the equities of the contractor. In all, there

'e about 20 sepatate statutes governing. patent policy ..
Congressman Thornton initiated his legis~ation in or er to resolve this
issue, bring about vni fornn ty , and simplify the Government's policy ..
(The Thornton bill also addresses the issues of roghts to government

,ernployee inventi ons and 1i censing of .qovernment-owned patents. These
.is'sues are not covered in this paper because they are not believed.to
.bemajor , controversial policy issues.)

.O\ier ,time the government patent policy has grO\~n more flexible in some
ag·enCies. The NSF,. AEC and NASA statutes of the 1950's included allow­
ances for giving title to the contractor. The Presidential statements
Of 1963 and 1971 added flexibility if the agencies did not have speCific
legislation. \'!!1ile criticism of federal patent policy st i l I centered

{on ownershtpof rights I-lith emphasis being placed on inflammatory phrases
'such as patent "give away" and "windfalls", there was a realization that
emphasis should be centered on obtaining expeditious, wide-spread conner­
c.ial use 0" government-supported technology, I-Ihile at the same timE
keeping in r.rind the issues of competition and encouraq'inq private i rdus t ..y
to work in jovernme·.' R&D efforts. One of the 1a tes t Congress i ona 1
s,ions of this more ell ightened philosophy was set forth ·in the Ieq i s.la­
Han applyi ng to ERi"II' s non- nuc1ear R&D acti viti es , where in Conqre is
directed ERD.I\ to achieve the fo l l owinq four objectives in its patent
poli cy:

1. Naking the benefits of energy R&D programs widely avai
to the public in the shortest practicable time;

2. Promoting the commercial utilization of inventions;

3. Encouraging participation of private persons in ERDA's
energy R&D programs; and

4. Fostering competition and prev.enting undue market concen­
tra ti on.
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It is s,"nerally recognized that any qovernrnen t-vri de patent policy should
strive to achieve these four goals and , in addition, to obtain uniformity
of application and simplicity of administration to the extent feasible .:

In regard to enc'o~lraging conrncr-c ta l utilization, the "give away" crf.t'ics
imply that widespreJd utilization will be ach i eved through offerii1g the
i nvention~- L~ee~y t? ,t~0 gC:~?;"~ll pul:' i~ .~tidi es. h.;)v~.sho·.;!n) hC'...'0 1:er ,
that r;12i'0ijj',bkili~1 uii ·lilVc;l\i:."j(,(i.-.(.'/,jl1uulE: (1';:';25 II:": aem eve i:url·.;,~C;~c.-,:.l

utilization, even'in s t tuatf ons where the Federal Government finances the
R&D effort that produced the invention. Substantial additional ccs ts are
normally necessary to further develop and market an invention', and s tudies
have sI1O'.'/I1 that this cost is norma l Iy '10-100 t imes the initial cost of the
·R&D effort tha tprocuccd the invention. As an example. to conmerc ial ly .
demonstrate alternative coal technologies that have already been experi­
mentally proved, ERDA and industry are entering into joint ventures cos
ing hundreds of mill ions of dollars. Any government-Hide patent policy
should give primary emphas is to achieving \iidesprcad cOhmicrcial U3e of
governmen~ ;ufJEorted techno1ogy, thereby strengthening. the technology
rof the Ulll ted ::, ta tes .

.Consi dera ti on mus tal so be gi yen to fos teri ng competition and prevent.i ng.
undue market concentration which so often concerns the "give a~lay" and
"w i ndf'al l " critics. The largest study ever conducted on this policy issue

'(the Harbri dge House Study) was supported by the Federal Counci 1 for Science
.and Technology Commi ttee on Government Patent Pol icy approximately 10 years
ago. Th iss tudy found no ·adverse effects on competiti on as a resu l t of
'contractors retaining ownersh ip to inventions, and no'\lindfall" profits
obtained by such contractol'S. In fact, the evidence indicated a 101-'

t" .•.U.ti 1i za ti on ra te (.appt'oXima te ly 12:"l of government suppor-ted inventi ens .
..••~.. ( .. The study did show that uti 1ization increased when the contractors acquired
'"?"l\..title tcf nvent tons , and that of the 200 inventions being us ed by industrial

contractors, all but seven wereowned by tile centruc tors rTlhe study also
indicated ~hat contractors norma~l:r lice.nse t~eir patentecr'.technolo~·eSfj
.and that, rn ai.y event, al ternat tv. techo loqi es were generally ava', ·able."
Accordingly, it is believed that l trt l e if any adverse effects on peti
ti on are der i ved from governlT.ent pa ~ent pol i ci es.

The "give away" phil osophy i ncor rec tly impl i estha t contractors bri ng no
equities to the contract. This, of course, is not the. case. Private
industry 1·1i th the most to offer to. government R&D programs frequently
has the most private inventment in technology and is the most ~_ ..~

,.with protecting its investment in technical qualifications and faciliti
This is especially true where the research to be conducted- is directed
tswardsvthe contractor' spropl'i etary commercial pas t t ion , or ~Ihere the

iCllntractorjsexpected to cost share the R&D effort. Failure to recognize
these equiti es can and does cause some segments of industry to refuse to
contract \·lith the government and/or to segregate private R&D efforts from
those undertaken with government support. Fiscal year 1975 data showed
that less than one 8~larterof the larger (more than 1000 employees) R&D
cOJnpani.es .. undertook . Federa1 R&D: contracts (only 235..compantesoutof.a
to·tal of 1,133) and even a smaller percentage of the 10,000 small/R&D
fi rms perforl"::ed governr~ent RUJ . Accardi ngly ,enccur;'!l}i r.JL:her::H"'ti ci pat ion
of private industry is an io,portant goal of goven:n:2ntpate/lt pol icy.
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finally, a fearral patent policy ShOllld be capable of being consistently
applied to all scqments of indust~~y, h.y all g()':etr.lI~cnt agu~cies s and in
all contracting situations. Such a goal simplifies the cOlltracting
process) sirr:pl ifi (~S gov2fn:nent rcgul:1 liens, and" is an impor-tant feature

.par-tl cul arly to s[;:~11 bus'in;,::sscs \·!ho cer.no t affofti pr ivate e tto rnevs
specic"-iz'if:g -in V()v':,:rn;~'~nt contracrs . -(;115 is par t icul arly ·Lo;;or~.J.lit in
viel'/ of the fact that over 30,000 contracts and grants are a'::Mdeet by
the Federal Government annual ly (and till s results in the government
receiving the title to about 1,500 patents). Also important is the
reduction of oJ,ninistrative burdens by both tile government and govern­
ment contr-ecu»:s . Any pol icy shou l d strive to reduce the emount of
effort necess ar'y to oetiti on for or jus tify excepti ens to norma 1 po1icy,
and to depend; as much as feasible, on industry to obtain conrnerc i a I
utilization rather than the Government.

pol i cy Alterr'! ti ves

. Option 1 - Status Quo (20 Statutes plus Presidential Statements)

'No qovernment-w i de legislation, l eav'inq patent policy to be controlled
by Presidential patent policy or legislation wher-e applicable. This is
the option mcs t recently supported by the Department of Justice, although
Justice has and probably would support Options 3 and 4.

Pros

I. No efforts necessary to revise present laws.

Cons

1. No uniformity or consistency. (Th'is could also bo
viewed as a pro, reali/ing that a l I agencies are
different. )

(All pros and cons c t other options could apply depending
on which agency polil-yi s .appIi cab Ie,)

Option 2 - Thornton Type Legislation

This policy would all 0\'1 the contractor to retain ownershi pcf inventions
which thecontractori ntends to.protecL.and commercia1he. The Govern­
merlt. obtai nstitleto all :other inventions. When the contractor reta i ns
title, the government acquires a paid-up license, and has the right to
license others or require the contractor to do so (a) if the invention
is not comnerc.rel izedm- (b) in certain.public interest situations.
,After a peri ad of 7-'lOyear:s ,thecontractor'sexclus ive rights ..a re

. revi'ewed. Under this pol iqy ,'the contractor is . given the firstoppor­
tuni'ty to achieve commerci a I uti I i zati on ,with the Government s teppi ng
hI only where necessary.
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Pros,

1. Achieves uniformity;

2. Administratively easy to apply wi th minimum govern­
ment involvement in com:nercialuse of technology.

3. Concentrstes Admi ni:, tr'Cti 'Ie burden on only those
co~mercial inventions or impol'tance.

4. Recogni zes -j nves tment of the contractor.

5. Encourages private participation in government R&D
programs and joi nt indus tty/govel'nment R&D .efforts ;

Cons

1. Susceptibility to the "give awey" allegation.

2. May provide exclusive patent rights in some instances
vlhere such rights I-tere unnecessary to achieveconrner­
cial use.

Option 3 - Government Title

The government I-IOU 1d obtai n cwnership to i nventi ons made under government
contracts and grants, with 1imi ted or no exceptions to this policy.
Utilization of inventions Hould be achieved by dedicating the inventions
to the publ ic and/or agovern;;;ent 1icensi n9 program. This is the pol icy
that was fo l l owed by the _:l,EC in the nuclear field, is presently followed
under most R&D efforts of the Department of Interior and is favored by

:kdmiral Rickover.

Pros

1. Achieves uniformity.

2. Answers the "give away", ''I-Ji r •dfall" and "suppression"
arguments.

3. Administratively easy to apply.

Cons

1. Ong'oing investment of the contractor not considered.

2. Discourages participation in government R&D programs.

3. Encourages separation of government and private R&D
, efforts.

4. Maximum govern:nent involvement in encouraging co:rmer­
cial use of technology.
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Option 4 - Government,Title With Waiver

The normal policy would be the acquisition of title by the government vlith
'the authority to waive the government's invention rights to the contractor
in 'linri ted s i tua t ions and uwtc,r controlled conditions. Commercial use to
·h~ cchic,,![;d- Dr'ii!--~q~il';: thY'':!!'-:!: ::'t;~,·~·tn~;0.rii~ d.::dicAtion Jnd licensing .. This
~po li cy 'j s foil owed by iiASA and - ERDA (DO;::).

Pros

1. Provides hal ance be tv.ecn advant aqcs and disadvantes of
Opti on 3, more cons i derat i on of contractor i nves tment
and more encouragement to participate.

2. A compromise position biased toward government owner­
sh i fJ.

Cons

1. Less uniformity in appl ication.

2. Considerable administrative burden for contractors to
request and support wai ver- appl ications, and for the
government to jus ti fy and document reasons for l'lai vel'
determi nati ons,

ANALYSIS

Invie\'1 of the many and varied legislative patent policies, the fact that
Congress continues to legislate in a piece-meal fashion, and the fact
that the Presidential patent policy is a,parentlj susceptible to legisla­
tive cr.a l l en-ies , it appears that a uni fn.m, gove:"lment-\·/ide legislative
patent !'olic~' is appropriate. Accord inq ly., Op t ic.i 1 of retaining the
statu~ ~uo should be rejected.

Hhile l),)ti on 3 prcv i des uni formi ty and ease of ac.rt ni s tra ti on, and sa ti sfies
the "give away" critics. it has substantial disadvantages in discouraging
coopera ti on between government and indus try and par t i ci pa ti on in government
programs. Additionally, it relies upon dedication to the public through

: publication or a government licensing program as the main encouragement to
achieve utilization, and the licensing of technology is best handled by

. indus try rather than government.

Option 4.,\·/ith itswa i verfl exi bil ity,i mproves the government •s abHi.ty
to ,cooperate' with industry ,buti ntroducesa subs tanti aladmini strati ve

".burden in revie\·!ing and justifying wa iver requests. On an average, there
,are approximately 8,000 i nventi ons reported annually under approximately
,30 ,000 government grants and contracts. Nos tudy i ndi cates that the
administrativeburdenneeessa rytohandle'\'laiversfor such a 1'/0 rk load
produces en .,equi valent pUblicbenefl t. In addition, this option still .
.rel-ies primahly on govenw:entaetivilies to obtain conauer'c i a l utilization.

]



Opti on 2, thcref'ore , appea rs to provi de the bes t ba ~ a~ce of uniformit~
and administTi.1tiye ease, recognizing contractor equt t ies and cncourcqmq
government/industry cooperation. It also depends upon industry to push
com:J~ercial usc , rather' than soverr:;n2nt. Hith its uniform appl.f ca t ion ,
hovever , exc lus ivn ~·i0hts ~GG in\'c;:1~inti3 ;';cy Lc provided ,\':~iel'e' it ~':':lS not
1i2Ci~s:;ur'J t'J (:,:J so i;~' ....ij' :~-:i' tJ (..l~;l-il~·i(·~ l(j,:;",er"'Cidl us e , S"LtJd-ies ShC",'l~
hovcvsr , that '\lindfal1s h~ve not been produced by such a policy and
that more incontives fer' conmerci a l t za t icn are needed. As a safeguard,
Option 2 provides for required licensing \:here public needs exist and
\'Ihere the contractor does not eff"ctiv"ly conanerc ie l f ze the invention.

Two possible modifications of Option 2 can be considered but would
require a cha~ge in legislation. One involves a proviso that the
Federal government woul d share in royalties resulting from conmercia'l
Use of the invention. This may provide a more efF"ctive answer to the
'~give away" and "wi ndfe l l " arguments, but wou l o cr-eate a subs tant i a l
,administrat~ve burden in determining wh ich corrmer-c f a l products utHized
;~overnment-sponsored inventions and in determining the. relative value
of the government contribution versus that of private industry. It

',would also put the government in the approval chain for commercial­
i,za ti on.

A'second modification involves the granting of an exclusive license to
~he contractor rather than'title. This has the appearance of creating a
':gl'eater degree of government control and providing the contractor with a
lesser l'ight. On the other hand, this ;;;oaification woul d increase the
auministrative burden through government mmership and licensing, woul.d
not serve to encourage industrial cooperation to the extent of Option 2,
and wou ld generally be opposed by the uni vers i ty community.

DECISION

Option 1 - Status Quo
(Favored by:

Option 2 - Thornton Type Leg'islation
(Fa vored by:

Option 3 - Government Title
(Favored by :

Option 4 - Government Title l1ith Haiver
(F<lvoredby:

)




