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- This study, bjr Catherine S: Corry of fh_e .Legislative Reference
‘Service, Library of Congress, was prepared for the Subcommittes on
- Patents, Trademarks, and Copyrights as part of its study of the

United States patent system, conducted pursuant to Senate Resolu- -
tions 55 and 236 of the 85th Congress. It was prepared under the ..

supervision of John C. Stedman, associate counsel for ‘the subcom-
" mittee, and is one of several historical digests covering important and
recurring congressional proposals for amending the patent laws..

Ever since the Paper Bag decision in 1908, permitting a patentes to-

* enforce his patent even though he was not himself using thé invention,
recurrent compulsory licensing proposals have been presented to
Congress. The conditions under which such licenses would be re-

" quired have varied considerably. They range from across-the-board’

compulsory licensing, to proposals designed to.prevent monopoly,
fagilitate the use of improvements, prevent misuse and suppression,

. and promote the national defense. Some proposals are directed to . :
specific fields,-such as atomic energy, foreign-owned patents, Govern-

* ment-owned patents, and so on.

-7 "Nothwithstanding these varied and vigorous efforts, and despitethe .
- prevalence of compulsory licensing laws in many major countries, .
-—_.actual legislation in this field has been scant. Kwven so, there are = -
. large areas today in which patents cannot be used to exclude others ..
-from using the inventions covered by them. Thus, use I‘H and for the -
e

" Govetnment is permitted, subject to payment of reasonable compensa-

.- tien, The same is true in most of the atomic energy field and under . -
o many-antitrust judgments. In some antitrust judgments and where- . .
“: patents have been misused, even compensation may be- denied. ... -
‘Government-owned patents are génerally and freely available for use... - i 2

7 "Whether these policies of the past should be the policies of ‘the: . .

- -“future, is a question that -continues to come up for reexamination, -
- 'most frequently from two disparate standpoiuts. On the one hand,

o .\ the question arises whether, under certsin circumstances, our patent’
" .. laws should impose stricter limits than now exist upon the broad
. _power to exclude. On the other hand, there are those who question -

- “whether the Government’s unvarying policy of making its patented

" technology freely available to all users, is always in the public interest. . -

.. In some eircumstances, they suggest, that interest might better be .- - "
i served by more selective or restrictive licensing or by the collection of -

i - royalties.  These questions press insistently for answer as more and
.. - more patents are concentrated in corporate hands and as Government
" research activity and consequent patent ownership steadily increase. -

“'Consequently, the present study, which traces the legislative efforts of
_ the past and ti:nereby provides insight into the problems of the present,
-..-is'both timely and significant. : : :
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1v L "_ R FOREWORD
: ThlS study is presented as a result of the work of Miss. Corry for
| the consideration.of the members of the subcommittee. It does not ( ’
' represeﬂt any- conclusmn of the subcommittee or its members. . .
' Josspr C. O'MAHONEY,
Chawm(m Subcomm@ttee on Patents, Trademarks, and O’opy-
rights, 00mm?ttee on the Judwwry, Dmted States Senate.

JUNE 25, 1958.
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‘rations have assumed. leadership in industrial research, and patent -

. "In responge td.. the high _cénceﬁtmtioﬁ of patent control in bori)bi;ate o
© hands, many legislative proposals have advocated opemn%_ patents to
" more general use. Most of these suggestions have been Ii

7, for across-the-board licensing-have been aimed at preventing nonuse. - HE
/ The suppression of patents deprives the public of inventions and new ' °
or improved products; this aspect of public interest has, in fact, been - -

- COMPULSORY. LICENSING .- OF. - PATENTS: A - LEGISLATIVE-
- HISTORY BASED ON CONGRESSIONAL ~ HEARINGS; RE-"

-

- PORTS, AND' DEBATES
| ~ INTRODUCTION =~ =

. Within the last century, American patent history has been increa;s.-,

ingly influenced by the growth of the industrial corporation.  Corpo-

ownership no longer rests exclusively with the individual inventor

. who develops his own:discovery.! Firms controlling many patents .
.. often find 1t unprofitable to ise all ¢f them; certain corporations have & .-
. employed their patents as the basis and means of attdining monopo]‘y.... R

power.

cifically to those patents which are suppressed, and even the proposals

= . the motivating factor behind many of these bills. Closely related,

¥ eommittes on Patants, Trademarks and C!_opyrlghts, g4th Cong., 2d Hess, (14 i

‘Thowever;ig the coneern for antitrust considerations. The patent grant
_is a grant of monopoly for a limited number of years as a reward for
“inyention. This grant, when abused, is likely to conflict with our -

“antitrust laws, and certain patent-licensing proposals have attempted . -
. to exterid antitrust prineiples into the patent field. Still other bills .- -
" have proposed the licensing of patents for defense purposes. - S
- .. Since almost all of the licensing bills are concerned with the sup---.. -+
- .. ‘pression of patents, a legislative history of these proposals will be ... .. ..
-~ presented, following which those bills which relate -specifically to- -
‘across-the-board licensing, : antitrust, -and defense will be noted =
" . separately. This will ‘'be followed by a discussion of legislative. - =
proposals dealing with the registration of patents voluntarily made
. -avallable for licensing and of proposals advocating the dedication or.-
" licensing of Government-owned patents. ~ A bibliography relating to -

- the foregoing topies is also attached. TR :
" t.Patent Offics, Distribution of Patents Issued to Corporations (1930-55), 5g.)r,miy'No. 3, Semate Sub- ¢

oy

i
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i;_gQMPULSORf- _LICENSING OF PRIVATELY OWNED

7 PATENTS _
A LICENSING To COMBA‘I‘ PATENT SUPPRESSION "

“Some bills dealing with patent suppressmn have proposed that the -

o patent grant be-annulled if the invention is not used. Examples of

this type of legislation are II. R, 6864 (75th Cong.) which would .
' invalidate patents unused for 5 or more years and H. R 97 (79’5}:1__'_ )

: Oong ), section 29, dealing. with suppression—. -

which has the effect of unreasonably limiting the supply of
‘gny article in commerce. or of »unreasonably exclud_mg the
~supply of ‘any -article - from : commerce.

- A less drastic alternative 1:.0 ‘such-legiglation is. the requlrement of -

f-"'compulsory licerising, which is the subject of this'report. . Although

‘the first compulsory hcensmg bill ‘was introduced' in 1877,% there .. -

Y was no mgnlﬁca,nt. a.ctlon in this field until the Oldﬁeld blﬂs of 1911 .
-:_la.nd1912 Lo

1. OLDFIELD AND RELATEI) B]:L.LS (1911——15)

- H R. 8776 (624 Cong.), May5, 1911, Oldfield; S, 2116 (62d Cong), |

(1 ) Provisions
These bills.provided for across-the-board hcensmg Anyone walit-

MayS 1911 Gore S S I

- ing a license could apply to the Commissioner of Patents, who, under. b
 rules not specified in the bill but presumably to be made in’thé future,

“could grant & compulsory license and fix the tetms snd the royalfy. -
“1f the patent owner did not- obey the Comm1ssmner s order, the patent e
“was declared null and v01d S -

.. (2) Actwn mken

N one

. "-.;rb H R. 23193 (62d Cong) ]ﬁml 11, 1912, Oldﬁeld S 6273 (62djf".f’

o (1) Provisions

ong) Apr 11, 1912 Brown

Sectlon 17 of ‘both bills prowded L
* K E f ag any time during the term of the patent except S

" the first four years, the patented invention shall not be manu-:~ " -~

.- factured, or the patentéd process carried on within the United "
.. States, its Territories or possessions aforesaid, to afi adequate '
" extent by the owner thereof, or by those, authorized by him, - - -
then any person demandmg it shall be entitled to & license -

... from the owner.of the patent to manufacture the invention oz...
...to carry on the patented process, unless the. ow:ner shall show

: does not 1denmy the speclﬁc b111 and it hasnot been located.,

_sullicient cause for such inaction. * * * - S
2 Compulsory Patent Licensing by Antitrust Decree. 56 Yale L J. 118, note 1{15 (1946)'. Thi_; a:ticla(

N
-




O‘OMJPULSORY LICENS]NG or PATENTS .

If the patent owner refused to grant ‘the hcense, the distriet; court Wasj’ R
o hold a heai-ing, and if it found that “the Teasonable requiretnents .-
*of the publi¢ in reference to the invention have not been satisfied,” -

-1t would order that the license be granted Appeal Would he to the

cireitit, court of appe&ls
(2) Aetion taken ‘
None N

c. H R. 23417 (62d Oong) Aprll 16 1912 Old_ﬁeld

| {1) Promswns

Section 17 of this bllI was smular 1o section 17 of S. 6273 and T R Co
23913 (62d Cong.), but the bill also provided for compulsory licensing = -
- of improvement patents, as-follows:

If at any time during the life of a patent a riaterial and
* substantial improvement shall be patented, the manufacture -
of which would be an infringement of the orlgmal paterit, the -
owner of the improvement patent mey apply to the district, .
court * * * to compel the granting of such a Ilcense as Wﬂl‘
“enable the improvement to be manufactured.

The court here also was o consider “the reasonable requwements of ‘
. the publi¢” and prowsmn ‘was made for appea,l to the. clrcult court of
- .- appeals. :
" (2) Oldfield hearings of 19187 ' ‘ e A
. {a): General description.~——Hearings on H. R. 23417 were held before . .
" Subcommittee No. 1 of the House Committee on Patents from April 17
- to May 25, 1912. The testimony in general tended-to oppose the bl .-
~There was marked disagreement concerning -the ‘degree’ to which . -
patents were suppressed and. the importance of ‘this suppression.
any of - the witnesses pointed out that some. patents are not used. .-
. * because the company has found an invention which better accom- _
“ plishes the same purpose. 'Those in favor of compulsory licensing -
urged .care in framing & bill and often approved of the compulsory .
. principle. but felt that 4 years’ protection against such licénsing wag - -
7 100 shott s period, as it usually took longer for an invention to reach-. i
*"the manufacturing stage. The principal arguments advanced against .
% the bill were that it weuld hurt the small corporation, especially in .~
" adding to the costs of litigation; that it would encourage secrecy ithat.
- it was unconstitutional; and that it impsired the valuable patent
' rant which purported o give the inventor an exclusive right to.use . - .
~ - hig invention. - There was alimost unanimous opposition to the pro--" - '
" posal for compulsory licensing of improvement patents.. The point. "
. ... was raised that the Jmprovement on the orlgma.l mventlon Imght not- -
. even be an 1mportant oner . N L
() Fmportant festimony.— o
- William A, Oldfield, chalrman of both the C'omrmttee and the'
Subeommittee on Patents: B

. My ides of a compulsory llcense is this: That it will’ pre= _\
" vent the locking up of valuable inventions and valuable im-
~provements, and at the same time will, o a degree, if not

"+ 7+ House Gommitteo on Patents, hoacings on X, K. 23417 (1012), 27 parts..

1
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"ventors Guild, felt that inventors favore
-ofily'in & very restricted : sense. He favored attacking the suppression

- Ha ofmosed the lmprovement cla,use feehng tha,t mve 0T

.. completely; destroy the situation Whereby one manufacturer O
" -of a patented thing may take over all the competitors in .
- similar things; and, 1t seems to me, compulsory hcense would - -

prevent that (pt 14, P 10).. .

" Thomas Euing, Jr., counselor at 1&\# New York:

"1 think that there is an exaggerated notion about the lock- L
_ing up of patents (pt. 10, pp. 25-30, at 27). ;

Frederick P. Fish, patent, attorney, Boston:

‘What I am contending for is that, on. this pa.rtmula.r pomt
-of the suppression of patents, there is not a particle of evi- .
dence before the committee, there is not anything in print - .
" anywhere that I have seen, which indicates that thatis'a =~
_maftter of the slightest consequence (pt. 26, pp. 3-30, at 12).

-Thomas A. Edison:

. Ihaveheard and read numerous statements tha,b mEny cor-

' porations buy valuable inventions to suppress them, but no
one cites specific cases. I .myself do not know of a single

~ case. * * * Before any changes in the law are made, let
- the objectors cite instances where injustice has been worked
.on the public by the alleged suppression of patents for other
_reasons than those which were due to improvements (pt. 23,

pp. 32-34, at 34).

L'dwm J. Prindle, Prindle & Wright, counselors at Iaw New York

Thus; I submit that the compulsory—hcense clause will tend - (
) prevent invention instead of stimulating it. It would .
: make 8. man conceal every improvement which would com--
- pete with- the one he was then manufacturing, mstea,d of
- making it (pt. 10, Pp. 3-25, at 17).

F L 0. Wadsworth, consulting and advisory engmeer Plttsburgh

T know of instances where a number of my own. patents -

.. were s0 suppressed ¥ ¥ ¥ a,fter the title of those inventions i

“had been acquired by companies they had been dehberately
“shelved (pt. 21, pp. 10-31, at13).

H Ward Leonard, chairman of the ltz,iglslatwe commlttee ‘of In— B ::”
compulsory licensing, but,

~problem through the antitrust laws rather than by makmg changes._

Com the patent field (pt. 3, pp. 17-27).°

“Frank L. Dyer, premdent of Thomas A. Ed.lSOIl (Inc ) expressed ]:us

. " qua.hﬁed approval of compulsory licensing—

where the patentee either actually’ suppr'esses the p&tent or
" geeks to impose wunfair and unreason&ble terms for its use
(pt. 10, P 3740, at 88) L

o 1"1mporta,nt patents. .

“bring out 1n51g'mhca.nt 1mpr0vements m order to secure hcenses uncier_ S
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- Walter H C’hamberlm attorney at law, Chlcogo

/' Such a license I believe should be granted by the- Federa,l, S

. court only after. the court has satisfied- itself by proof that - -
the invention is being withheld or suppressed for the purpose
“of preventing. competition; and it should not apply to the-

orlglnal inventor (pt 123, ppr 326, at 5)

““The Association of Registered Patent Attomeys (pt. 6, pp. 3-11),
- the Merchants’ Association of New York (ity (pt. 19, pp. - 7) and the - -
- Patent Law Association of Washington (pt. 27, Pp- 3— 34), were opposed_ T
" 'to the proposed compulsory licensing.

- (3) Reports

, (a) Magjority report ¥ R. 23417 was reported favorably from
- committee but in an amended form. As reported, seetion 1 provided:

If the apphoa,nt_sha,ll allege and prove to the satisfaction of .
_ the court that the patented invention is_being withheld or .
- suppressed by the owner of the patent, or those claiming -~
under him, for the purpose or with the "result of preventing
. any other persons from using the patented process, or making,
© % “'using, and selling the patented article in the United States”
. 7 - in competition with any other article or process, patented or
: unpatented, used, or made, used, and sold, in the United
. States by the owner of the patent or those claiming under
him or authorized by him; and also allege and prove that the.
apphcatlon for said patent was filed in this counbry more than . - . -
* - 3 years prior to the filing of such bill in equity, the court shall - .
order the owner of the patent to grant & liéense to the
applicant in such form and upon such terms * * * ag the
- court, having regard to the nature of the invention and the
circumstances of the case, deems just: Provided, however;
That nothing herein contained shall be construed to authorize . ..
-~ the court to compel the granting of a licenge by the original -
. ... inventor who hsas not obligated himself or empowered -7 = o
" another person to suppress or withhold such invention. -+ "0 T i oo

L There could be appeal to the circuit court of appeals, and p&tents‘_ ST
o granted before passage of the bill were not to be affected. . e
7. The commitfee Teport stated that conditions had oha.nged sinee . .-
the early days of the patent system and that companies now were
~ . ‘basing monopolies on patent control. When there were alternative. -
- ways of production, the firms used only one, thus depriving the public - =
- -of an important invention. Foreign. countrles had met this problem 7 .
" by compulsory licensing, and the committee urged the same solution -~ .
- for' the United States. It based its proof of suppression noton the. - . .
hearings but_on certain court cases (Columbia Wire Co. v. Freeman . ==
- Wire.Co., 71 Fed. 302 (1895) ; Indiana Manufacturing Co, v. J. I. Case.. .=
Threshmg Machine Co., 148 Fed. 21 (1906) ; Nationel Harrow Co. v. = -~
" Bement, 21 Appellate Division N. Y. 290 (1897) the so-called Lock:
T case, 166 Fed. 560 (1909); the so-called Paper Bag Patent, 150 Fed..
- 741 -(1906), and declared: ”These oltatlons are suflicient to ‘show that . - o0
_ the practice of buying up and suppressing patents is widely indulged” = -~ 7
) (p 5). . The report pomnted out that the bill would not hurt the. C

, .. -4 Revision of the Patent Laws, H Rept 1181 {0 acoompanyH R, 23417 Aug. 8, 1912

-,._/
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R md1v1dua.1 mventor singce an exceptlon Was made for hig protectmn
- in the proviso at the end of section 1. i
- (B) “Minority report—The minority views were expressed in a later e
o report ® signed by Congressmen Bulkley, Morrison, Littleton, Currier, - -
v Henry, and Wilder, This report stated that compulsory llcensmg was
. not necessary since the Sherman Act would apply where needed, and it
- cited several cases mentioned in the majority report to show that the-
Sherman Act was adequate. The minority opposed _compuisory .
-~ licensing on the groiind that it would discourage invention- and felt"
- that the hearings on I. R. 23417 supported their view.. ' In addition,
. the report pointed out that the clause “in competltlon with any other. N
-article * * *” provided a loophole in the bill: N

This plainly is an invitation to the easy circumvention of

~thelaw by the simple expedient of assigning the patent which -

it is desired to suppress to sone one not engaged m produomg
any article in competition mth the patented mventlon (p. 7)

4y Further action taken S .
None. . ; I

d. H. R. 1700 (63d Cong.), April 7, 1913, Oldﬁeld H. R. 15989 (63d
Cong.), April 24, 1914, OIdﬁeId H R 3054 (64th Cong ), De-
oembcr7 1915, Oldﬁeld

(1) Provisions
Section I of H. R. 1700 arid. sec’mon 3 of H R. 15989 and of H R.

" 3054 were identical to section 1 of H. R. 23417 (62d Cong.), as it was. -
_reported from oomrmttee (See p- 6.) E _ L : -k

(2) Leg’bslatwe action

(@) Hearings on H. RB. 1 5989.5—'The Comrmttee on Patents, of Whlch :
Lo - Congressman Oldfield was: chairman, held hearings on-H. R. 15989
L. from May 27 to June 17, 1914, There was little testimony on see- -
oo tion 3 of the bill, and such as there was paralleled that of the 1912 '
e " hearings. The witnesses objected to- the principle of compulsory = |
-~ licensing and made no distinction between the earlier H R. 23417" R
i f -7 and the present H. R. 15989. ..
] " (8) Report on H. R. 159897—H. R. 15989 was reported favorably
poe from the Committee on Patents on August 12, 1914. The report. was .
R for the most part identical to the Teport on H R 23417 (62d Cong 2
I

|

“but 1f: a.lso stated: .

. .The opponents of the ‘bill- const.antly empha,sme the fact.‘ e s
. that many more persons have appeared before the committee - 7.0
+ to"oppose the bill than to approve of and favor it. "And so -
S it is'with every bill that affects adversely a few spemal inter-"- * -
“% ests and beneficially affecting the general public: * It is not .
~“*t0 be expected that isolated members of the public can afford .
to expend the time and means necessary to journey to the - ..
:seat of government and. ingist upon the ‘abuse of a particular
law: (p.2).
)= Action taken =No-iction was nai{en on H,
‘and ng further action was taken on H. “R. 15989,

© 5 Révision of the Pateut Laws, H, Rept. 1161, pf 2t0 faccompany B, B, 23417, Februa.ry 26, 1913 _'h':"‘: R \4_.'.7
8 ouse Committea on Patents, hearings on H. R. 15089 (1914, 174 pages.- i S
-7 Revision of Patent Laws, H. Rept 1082 to accampany H. R. "15089, August 13, 1014

. 170_0_01' h.R. 305 7
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2. EDMONDS BILLS (1914—10)

December 7 1915

‘8. . R 19188 (63d Cong.), October 8, 1914; H. R. 3082 (64fh Cong), R T

(1) Provisions _
" Both bills’ ‘provided:
That any time 3. years afte the.application, for a- petent

_ﬂ-'has been filed any person interested may fils a billin equity .~ =
" in any distriet court of the United States-alleging that the -

" reasongble réquirements of the public with respect to the S

- patented invention have not heen satisfied and, ‘asking for the :
" granting of a compulsory license (see. 1). .
That for the purposes of this bill the reasonable 1equ11e~ _
' .ments of the public shall not be considered satisfied if, by
" reason of the default of the petentee to work his patent or to| .
"7 manufacture the patented article in the United States to an =

o - adequate extent, (first) any existing industry or'the eeta.bhsh-,i - L
" ment of any new industry is unfairly prejudiced, (second) the -

‘demand for the petented article is iot reasonebly met (sec. 3). ‘-
The district court would hold a hea.rmg and order the granting of A

. compulsory license if the “ressonable requirements of .the public” = =

were not-met. Appeal Would he t0 the clrcmt court: of appea.

(2) Acteon taken : - _ _ ’

None _
- 5 STANLEY BILLS (1921—22)

a S 1838 (67th Cong), May 18, 1021; S.3525 (67th Cong.), March’i

22,1922; .°3410 (67h Cong.), April 6, 1022° ‘
Although the three Stanley bills provided for compulsory hcensme

in cases of nonuse, they were more directly related to national defensg’

corigiderations. Hence they are discussed under Part I, D: Licensing

. +in Aid of National Defense, page 18. Consequently, the statement.
. st this point is limited to f brlef resumé of the hcensmg prowsmn" L

““gnd-the action taken.:

(1) Provisions ‘ ' R
T These Lhree bills in general prowded that in certain cases when & " SEP IAR
- .pa,tent was granted,.the right' was reserved to the United States for - -

* the Commissioner of Patents to grant licenses at ressonable royalties:

% if Y“such patent.so granted is not worked or put in operation so-as 0

A

N ‘__;result in actual production in the United States of the article disclosed -~ - -
'in such patent, in reasonable quantities, Wlthm a reasonable time, fmm‘-
;.7 the date of its issue.” - , , '

i (2) Action taken

8. 1838 was reported to Congress from the Oommlttee on P&tents

" “*“on June 2, 19212 but it was recommitted on August 5, 1921. Hearings
- were held on S. 3325 and S. 3410 before the Commlttee on Patents on

o7 April 6, 1922, and from M a,y 1to4, 1922 9 but noe further eetmn was

... taken on them L

8 Amending Revised Statutes Relative to Patents, 8. Rept 110 {0 accoTnpary g 1838, Jlme 2, 1991,
! Senate Committée on Patents, hearings on 8. 3325 and S. 3410, bills to amend sees, 4886 and 4887 of- tha o
Rewsed Statutes relating to patents (1922). 302 pages. ) -
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4 KING, BILLS. (1926—35)

&, 8. 3474 (69th Cong.), Marc_h =9, 1926 -

(1) Provisions

This bill, intreduced by Sena,tor William H. ng, prowded tha,t

" b years after a patent grant a person may file a petltlon for a license

’

_-on the ground that within the past year there has been “no use” of the
" patent. He then must present “evidence that the applicant is an
~“interested party, financially responsible, and able to manufacture such - -
= Ea,tent. for pubhc use,” must'show that the granting of a license would

e in the ““public mterest " and must make & definite offer (sec. 3).
If the Commissioner of Patents should find the applicant’s submission
is true, he then publishes “notice of the application” and a. time for

hearmg in the Official Gazette of the Patent Office (séc. 4). The .

- .. - hearing is held unless the patent owner “fails to appear to. show cause.
- why such license should not be granted or * * * fails to answer the
-potice,”-in which case a compulsory license is granted (sec. 5). At the

hea,rmg the owner may “set up a use W’lthln such period,” show tha,t-_

. plans are being made for such use, or “justify his {ailure to use.”” If
- the Commissioner accepts the showmgs of the patent owner, no one
- may apply for a compulsory license for a year; if the Commlssmner =
- -rules in favor of the applicant, he orders that.a compulsory License be . |

- granted and fixes the royalty and the terms. If the patent owner

should refuse to grant such ‘g license his patent is revoked (sec.-6).

The license ordered by the Commissioner would contain & ‘“minimum

manufacturing requirement,” a procedure for changing the terms, a ;
© provision that the patent owner cannot rebuy rights, and a statement * .
.. of dircumstances under which the licensé may be canceled. Appeal . -

would lie to the Court of Appeals of the D1stnct of Columbla (sec 8).

(2) Actwn taken o
None ‘

b, 8. 705 (70th Cong.); Decemsber 9, 1927; S, 203 (it Cong.), Apeil |+
18, 1929; S. 22 (72d Cong.), December 9, 1931; S. 290 (73d. Oong)

- Mareh 11 1933; 8. 383 (7413]1 Cong.), J&nua.ry 7, 1935

’(1) Provisions ‘ S

The bills are practlcally 1dentlcal to S. 3474 (6913]1 Cong. ) , 8XCe pt for_: s

- g broader application to situations where there Is “no use or insufficient - .~
- use” (sec. 3). They also substitute the clause “able to manufacture =
“-such patent to supply the market” (sec 3) for “able to manufa,oture S
* such patent for public use’ (sec 3,5, 3474). - : L

(&) Action taken
5 Nono_.:




5. M’FARLANE BILLS (1938)
~a H. R. 9259 (75’5]1 Oong) January 31, 1938

(1 ) Promswns
H. R. 9259 prowded for a,cross-

" COMPULSORY LIOENS’]’IL\TGVOF PATENTS L Ly

ceding’ bills™in that it
tge, and vend for only 3 years:

' Every patent shall contain * * * 3 gr&nt to the patentee, .
: -h.lS heirs or assighs for the term of 17- years of the exclusive:
. right to a royalty through the licensing of the invention or
~ discovery or to vend. the invention or discovery * * *. For
- the first 3 yecars of the patent grant the inventor shall havé .
the exclusive right to make and use, in addition to the rights -
enumerated shove; the invention or dzscovery {sec. 1), S

The bill then provided: : -
At any time- atter the explmtmn of 3 years: from the. ™

-~ date of issuance of a patent any person may file with the =

Commissioner of Patents an application for o license under
said patent, . The apphc&nt shall ﬁle Wlth the Comrmssmner

of Patents:
1. Evidence that the applicant is. an interested party
finaneially responsible and able to manufacture such pa,tent
" to supply the market; ‘
: 2. A statement that the public interest will be advanced

. by issuing to him & compulsory license for such patent;

= 3. An offer which shall include specific terms, cond.ltlonS‘ i
- and royalties under which the applicant. proposes to use such

4 patent, if his application for such license is granted (sec. 2)..

' The Commissioner was to rule on the application and hold a hearing; -
.~ he.could then issue a compulsory license. There was appeal to a
- special Board of Appeals set up in the Patent Oﬂice a,ng

- appeal to a United States district. court :

X (2) Hearings 1 L R
(a) General descmptwn _Hearmgs were held on H R 9259 and'- R

H R. 9815 from March 21 to 31, 1938, beloie the Subcommittes on "~
-'Compulsory Licensing of the Committee on Patents. . R. 9OB15; -

is considered below under Part, T, C: Ticensing and Antitrust, p. 16.

... Although H. R. 9259 provided for across-the-board hcensmg, many - -
« - of the arguments raised against it apply to compulsory licensing -
© ... lirhited to cases of nonuse. Indeed, one objective of the bill. was

- prevention of nonuse; consequently, the hearings are reported in this

" section. It should be remembered, however, that this bill was also
. aimed at the dangers of monopoly and was mt.ended to alleviate: the‘ '

" unemployment situation. - SR
. There was almost unanimous 0ppos1t10n to. the McFa.rla,ne bill. _

: . 'The principal arguments against it were as follows:

e
. }
o

- - (1) The bill strikes at the very foundation of the patent system A
“ . If the exclusive right to usé & patent were limited to 8 years, there © @

1 Housq Committes on Patents, hearingson H. R, 9250, H. R, 9815, and H. R. 1_6&6 (1938), 565 pages.

L 20610588

further‘ -
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A Would be httle 1neent1ve for mventors end for the ﬁnancmg of 1nvest-. .
; ment ’
(2) It takes longer then 3 years to develop most 1nvent.10ns and

'develo ment costs are high.
(3) Small business would be especially hurt for it would be forced

to hcense ‘its more specialized ‘patents to large corporatlons w1th -

.SUPBI'J.OI' I'BSOUI'CES

(4) Firms would be discouraged from finding alternative Weys of
- production since they could get a license on the original invention.’
(5)- There is no need for sueh legislation, fer if a patent is. va,lua,ble

it will be used..

(6) The bill would encourage secrecy and the hldmg of inventions.

4

(7} The bill. g;ves too much a.uthomty o the Conmussmner of

o Patents.

1()) Important ieétzmony —"The a,bove ergumente were repeeted:

. throughout the hearings. The most significant testimony . was a8

_ follo ws:

“Thomas Ewing, former Commissioner of Petents was opposed to .-
the determination of royalties by the Petent. Ofﬁee and fe t that g

- royalty was an medequete reward:

# # % besides, men do not go into the development of new.
thlngs for .an ordlnary competitive profit.. They have got
to see a speculative profit in 1t or they will not go into it (pp
20-40, at 38).

“He felt that companies would refuse to reveal their costs- (so that"j -

" royalties could be determined) and that some firms might- apply
= for licenses only to learn the patent owner's costs (p. 538). Ewing

" {p: 539).
. Thomas E. Robertson, former Com_mlesmner-of Patents: -

* All during the 12 years, a5 T said before, that I was Commis- "~

" sioner of Patents; I heard a rumble every once in & while aboit

‘suppressed patents, but not once did T know of any patent ”

that controlled any industry that was belng suppressed (pp ‘-.;:-5:‘
440-462, at 448). .

Joh'n, P. Frey, pres1dent of the metal tra,des department of the

" thought 3 years was not long enough for the development of mventlons SRR

“American Federation of Labor, was opposed to the bill at this time

. 'ag ib was creating féar in’ small buemeee end among. the WorLers on
.. patented products (pp. 171-174)." o
- Lawrence Langner, Langner, Perry, Card & Le,ngner mternetmnel: S
patent solicitors, New York, disctgsed compulsory hcensmg in foreign - .~
I countries He stated that eompu]sory lcensing had been introduced "
S jlsn ‘those nations to meet 8 problem Whlch dld not emst m the Umted'- :
R tates: ’ . . NEAEIR

- The reason we have those provisions in other countries i is .
“because foreigners.used to.uie their.patents in those countries...
--to-stop-domestic. manufacturers. from, _manyfacturing there,

. -and they would supply the domestic market by importing the

- goods embodying the invention from abroad. Tn-other .l. -

o “words, they used those ‘patents to the hurt of the domestic "
o mdustrv by holding up domestic manufacture and bringing
in inventions from the forelgn eountnes (pp 405-425, at 409)
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Even s0, there was no mdmatlon that. any: rea,lly mgmﬁcant mventlons :
\ had been suppressed in these-countries; and Mr. La,ngner felt” tha,t

compulsorv hcensmg had been harmful:

Tt is ‘my opinion’ that compulsory licenses in fo:relgn coun—-: o
'tmes ‘have not -been beneficial but, on the contrary, have
reatly “rediiced  the*incentive for Buropesn-countries t
-make -substantial: expenditures-in-research-work (p:4067.
- Such compulsoryX]ilcenses exist largely as -an undefined
“threat of additional lawsuits hanging over the patent owners.
~ and inventors—a sword of Damocles—adding an additional - -

discouragement to the mvestment of caplt in inventions.

" (p. 416)

~The Association of Amierican Railroads (pp. 175 176) “the Amemcrm Ve

©t Patent Law Association (p. 467), and the New York (Jounty Lawyers’
< Asispocmtwn (pp. 399-405), all opposed the ‘McFarlane bill.

S wl P. Horni, viee president of the Horni Signal Manufacturing - :
" Corp., New York City, stated that he knew of cases where valuable - -
patents were suppressed.  Ile" favored the bill and felt that by .
helping competition it would increase employment In referrmg to_.‘.

~ - his own business, Mr. Horni explained:
In the course of manufacturing, invariably I come a,cross"

“Tmiany inventions that may be somewhat allied but be appli- = "

“--cable to other branches of industry, and with the possibility -~ -
‘of someday going into them, we have filed for a patent and . . .

- obtained a valid patent. However not having the necessary
funds, we were unable to ma,nufacture and sell the devices, .

insufficient funds to go into that particular field, and it does
not benefit the public, but does prevent others ‘from manu-
" facturing the product or the device that may be badly
- needed 1n the industry (pp. 507-518, at 510). e
o If there is anything at all that looks like a product that -
~ ean be promoted, the more there is of anything ouf, the . .-

» ;- more you can sell of it, and if we get some small royalty we

- sre still going to have the advantage of a competitor, be-

o unable to compete ‘with, a ‘competitor that has a royalty to., -

" thing wrong mth our management * * * (p. 513).

Georae J. Schulz, former member of the faculty of the Unwers:ty '

of Maryland and former director of the Leg1sla,t1ve Reference Serwce
lerary of Congress: : .

If voluntary cross—heensmg and poolmg is beneﬁc]al to"'_

. ..monopoly, compulsory licensing under the conditions set'up - B e
“.in this bill now before you will prove beneficial-to the little- "~ "~

“business man and to the general public, for it will enable the
- little-business man to enter a field now closed to him by .
- ... 'the control of patents, and it will give the general publie - -
o s larger sapply in rf,sponse to an expandmg demand (pp.
0516531, ap 521). . - |
(3) Action tafcen ’
None. '

and that particular patent is placed on the shelf because of =

. cause we haven’t that royalty to contend with and if weare . .

. pay on top of it, then we ought to close shop, there is some- . ="
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(b) H R. 10068 (751}]:1 Cong ), March 28 1938

' 3(1 ) Provisions SN
H. R, 10068, introduced during the hearmgs on L H. R, 9259 was :

designed to correct certain provisions in H. R. 9259 which had been

. criticized at the hearings. Section 2 of the bill gave the exclusive

- right to make and use the patent grant for 5 years rather. than 3 '
©years, but in all other respects it was identical to section 1 of H R. -

9259. . Section 3 read:
At any time-after the explmtlon of 5 years from the date

- of issuance of a patent where satisfactory evidence is submit- . - D

ted showing that a patent is mot being used or that the

~ domestic supply is insufficient . to satisfy the public demand -
or that unfair prices or trade practices prevail, any person -
‘may file-with the Commissioner of Patents an apphcatlon for .~ .,

a license under said patent, setting forth under oath his o

~ - reasons why such license should be granted. The applicant -
~ ‘shall file with the Comimissioner of Patents * * *. [The .
.bill then repeats the three requirements called for in section 2
of H. R. 9259—see p. 9, supra.]

Thus, H. R. 10068 did not provide for across—the-board heensmg '

S ‘but for 11censmg only in certain cages, such as nonuse. . Appeal under. -
. H. R. 10068 was to the United States Court of Oustoms a,nd Patent o

Appeals or to a United States d_lstrlct court.
(&) Action taken :
None. _ .
. 6. TNEC STUDY °
{a) Hearlngs u

Extended hea.rmgs were held before the Temporary Natlonal Eco-- o

‘nomic Committee, Congress of the United States, pursuant to Public - -

. Resolution No. 113 (75th Cong.). - These hearmgs investigated the .. -

.concentration of industrial power, and detailed testimony was given * "

rega,rdmd economic conditions in many industries.  The entire hear- "

ings thus provided occasion for determining the need for compulsory

. licensing, but the testlmony .on eompulsory hcensmg per se was very Lol
" limited. ‘The more important submissions follow: — _ -

Senator William H. King, member of the TNEC:

“#It-is my view that it would be unwise to compel the cOmpulsory'.’ o

'~_hcenﬂ.1 Tg of patents” (pt. 31-A, pp. 18036-18038, at 18038).

annevar Bush, president, Carnegie Tnstitution of Washmgton L

' '-]mew of no instances of suppressed patents other than those in Whlch -

the suppression was harmless, i. e., where a company had two ways =

Cof making the same product or where the’ company considered it~ :

'beti);er for the change to reach the pubhc graduaﬂy (pt 3, PP- 884~
887).

1“”_Comm1ss1 iier of ‘Paterts, felt - that many abuSe

irghit Tesiil '-'frem othm corpm’ate p__ ,

 WPNEC hearlngs pursuant to Pubhc Res. No. 113 (75th Oong }, authomzmg and d)rectmg 5 select com-
mittee to malke a full and complete study and investigation witn respect to the eoncentration of economic

“power in, nnd finenoial contrel over, production and- -distribution of goods and services, ph. 3 proposals for R

B “changes in law and precedure (1939), pp. 836-1148

Samo, Pt R1-A; ﬂan‘amenf&‘l data submitied to the Temnorarv National Fcrmomlc Oommzttee

: (1941).1313 18011-18480,
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tlces and he wished further: mvesngatlon of thls He u_rged cautmn

Jin the framing of proposals and then presented his own recommenda- S

tlon regarding compulsory licensing:

Where a single control or ownershlp of a group of patents
has the effect of permitting the owner to dominate an indus- -

try-or-directly restrain-interstate commmeree to thedetriment
+-of the public; rights under such:patents shall-be made gvaile
... able to. others on such terms and conditions us may be S
.- determined as reasonable by the Court before whom the - o
‘ facts are developed. '
*. The test as to the restraint of interstate commerce to the -

detriment of the public shall be whether or not the articles
covered by the patents are made available to the. public in-
such quantity as to satisfy the demand, and at a reasonable
price (pt. 31-A, pp. 18473-18483, at; 18483) ;

Thurman Arnold, Assistant Attorney General, in & wrltten rej joinder
to Commissioner Coe’s suggestion, contended that the first paragraph

~merely dealt with what the anlitiust laws already condemned, but .

. that the second paragraph added “a new and different test” which-it. _

~would be impossible and umvlse for the"courts to- admmmter CHe T

stated

The practical eﬂ"ect of this proposal, if a,dopted would be
to preclude the Government from desling with situations.
.  which it is now Iree to attack and to remedy under the anti-
-+ trust laws. In short, this is s proposal, somewhat obscured -
“oo by its form, to strengthen the economic position of groups.
~ which dominate industries in reliance upon the patent priv- -+
ilege at the expense of the public generally and particularly
at the expende of the low-income groups (pt. 31-A, pp. 18483“«-._'-\
T 18489, at 18488)., o
- o (b} Report *?

2 "The final report and recommendations of the TNEC summa,rlzed
: 1ts ﬁndmgs on the patent grant as follows: :

" Tt has been used as a device to control whole mdustﬂes to:
--Suppress competltlon to. restrict, output, to-enhance prices, ... ..
ot g%)suppress mventlons and to dlscourage inventiveness (p. .
r .
o Among other p&tent recommendatmns, 1 proposed
~*_1n order to eliminate the use of patents in ways inimical to
“the public policy inherent in the-patent laws, as well as that-
- of the antitrust laws, we récommend that the Congress enact
- “legislation which Would require that any future patent is to :
© -~ be-available for use. by anyone. WhO is. Wﬂlmg to pay 2 fair’ .. -
* price for the privilege.

Admmlstratlve machinery was to be estabhshed to rule on the royal-.- .

tles {p. 36).
1’ Final Report and Rauommﬁndﬂtions of the TN EC S ‘Doe. 35 March 31, 1941, Washington (1941)
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7. 0 MAHONEY—-BONE—LAFGLLE’I‘TE BILT, (1942)

‘a. "8, 2491 (77th Cong), Aprﬂ 28 1942

(1 ) Provisions

The bill provided for- compulsory hcensmg Where there wag nonuse L
- and conflict with the antitrust laws: Ca

If the Commissioner of Patents ﬁﬂds ® % ® (1) that the .

o pa,tentee has failed for a period of three years after the issu- - =
ance of the patent to make, use, and vend the invention or
‘discovery covéred thereby and that there is no reasonable y

 -justification for such failure, or (2) that there has been such . .
- & -failure and the patentee has refused for a period of three
. years after the issuance of the patent to allow any other
Cperson under a licénsing system or otherwise to make, use,
_and vend the invention or discovery upon the pa,yment of
_ just and reasonsble compensation to the patentes, and if the = .~
-+ Commissioner further finds that such failure and vefusal has el
- resulted or is likely to result in & violation of the antitrust: .-
. laws, or is otherwise detrimental to the public interest, then
the Commlssmner may order the patentee to make the inven- ...
tion or discovery available to the public under such resson-
able terms and conditions (including the granting of licenses -
. to others’and the payment of just and reasonable compensa.
“tion to the patentee) as he may prescribe (sec. 2).

L The procedure - for the complaint, hearing, etc., was similar to tha,t \
- proposed in the other patent bllls :
' (2) Hearmgs 2 : R : -
- Hearings held before the Commmtee on Patents from Aprll 30 to
August 21, 1942, included S. 2491, but primary attention was directed . -
" to another bill, 8. 2303, designed o provide for the use of patentsin -+~
_the national defense. (See p. 22.) Consequently, there were.no '

- specific references to S. 2491 in the testimony and no discussion of .-
... the wisdom of compulsory licensing. The hearinigs concerned patents. ...~
- primarily as they related to antitrust, with the testmlony directed to - -

...  the edomomic bistory and present condltlons of various monopohes and -7

C cartels The only relevant testimony follows: . e

" Allen Dobey, special assistant to the Attorney Gener&] Antltrust i
Division, Department of Justice:

o - I simply suggested that in order to.secure fu]l production R
SR &nd eliminate guestions as to whether a particular practice . -
“o ¢ under the patent law does violate the antitrust laws, wherein -
some cases there may be a real question of dc_nubt that we ~ . -
- provide, first, to. outlaw all agreements in.patent licenses or. . -
patent, ass1gnmonts that restrict the production, distribution -
or exportation of patented  articles. Secondly, that we'
upplomeiit. that by a provision:for. compulsory licensing.on
a.reasonable royalty. basis, so that.anyone can.get.a license
*..= That would take care of a situation where a smgle holder of+
s patent refuses to license at all, instead of liéensing with
limitations that affect productlon (p 536). [This testimony . -

0 n an annivrn an S 0903 And O 0401 A0 . oA coea
. 7 Somazo Gommittes on Patonts, hearings o 5. 2208 and 8, 2401 (1542}, pls. 310, pp. 1000 5258,
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LT was. gwon in. tho hoarmgs on S 2303 before tho mtroduomon
OV of 824917 : KA
- Allen C. Phelps; attornoy, Federal Trado OOIIIII‘]SSlOn proposed P,

- bill providing: that in.c¢ages of patent suppression for 3 or more years - -
the Federal - Trade Commlssmn would require a compulsory license -
if it-found in-an® inquiry* that-therevwas pubhc démand-for-the- -product;
~that there -were: persons: Wlshmg to-manufacture it and that there wag:
... or would “be violationof the antitrust laws. The Federal Trade.

© . Commission would determine the reason&ble royalty (pp 1747 1750) i

- (8) Action mken L S S
S None R .
S R 8 CLEMENTS BILL (1950)

‘a. I—I R. 0304 (Slst GOng) Augustz 1950

(1) Promswns . o P ' o .
“The bill prov1ded that 1f a.fter 5 yea,rs the patent ‘owher ha,d not' -
. made or sold hig mventlon or issued licenses under the patent and -
. there was “nio réasonable ]u%tlﬁcatlon for such failure,” the Commis- .
- sioner-of Patents; after an“ini uu‘y, Would issue & compulsory 11censo -
- and fix'the terms &nd the Toya ty

(& Action taken

None..
- S 9. CONCLUSION

_ Slnoe H: R. 9304 no b111 has been mtroduoed prowdmg for oompul—

: sory licensing in. cases.of patent suppression... It should be kept in -.
mind that, in-addition. to the hearings on speolﬁc compulsory~hcensmg '
proposals; numerous court cases and antitrust hearings have contained. .

- material relevant. to the possible need for compulsory.’ Ilcensmg

~These howevor llo outside the scope of .this report. L

" B. A(‘RO‘%‘%—THD-BOARD LICE\TSING

1 ¥ R. 8776 (62d Cong) May 5, 1911, Oldfield; 8. 2116 (62d Cong) S
Y- May 8, 1911, Gore R 9259 (75th Oong), Ja,nuary 31, 1938, -
“MeFadane .

: There have: been only thloe aCross: the boa,rd hcensmg bIHS Smoo L
\.‘these were closely related to more:limited licensing. proposals, they -~
..~ 'have. been. considered in Part I, A: Tijcensing To Combat Patent -
- ~Suppression, pp. 2-15. - H. R. 8776 and. the identical S. 2116 were = - -
S+ not acted wpon, and in his later bills Congressman Oldfield provided . - - ™
" for licensing: only in cases of nonuse. - H. R. 9259 (75th Cong.).also had -
7 the effect of across-the-board licensing. This- bill was - strongly -
©.7. opposed, however, and, in a later bill, H R 10068 (75th Cong.), -
S Oongressman MeFarlane hmlted oomptlsory hcensmg to nonuse’

SRR SItua,tlons (See p 12) .
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. -LmENsiNG To ProMors ANTITRUST O'BJ'E'CTWES o
1. CONNERY AND FAY BILLS (1938—89) '

©a. H R 9815 (75th Cong.), Ma,rch 10 1938, Connery; H. R. 7192
o - (76th Cong.), July 13, 1939, Fay -
v -(1) Provigions e
‘The bills provided for compulsory hcensmg where patentees oM~
“bined their patents to restrain. trade. LlCBDSng was not. hmlted
‘o cases of nonuse.  Section 1 provided: :

. That when two or more persons in competition with each -
other and each owning or controlling at lsast one letters
- patent of the United States of America shall bring their
Interests in and under such letters patent within a single
control whereby industry and trade are dominated and
~interstate commerce is substantially restrained to the detri-.
- ‘ment of the public, and it shall have been so established by
.. a trial of the issues in and thereafter finally decreed by a -
" United States district court the court so decreemg may order . .
““that a nontransferable hcense under any one or all of said.” -
patents shall be granted to a responsible complainant under - L
such reasonable terms and COIidlthlnS as shall be ﬁxed by I
the court (sec. 1). '

The bills also provided that an “Injured’” person could sue for such -
. alicense in a United States district court (sec. 2). S
(2) Hearings on H. R. 9815 : o
H.-R. 9815 was considered in the-same hearings as those held on- - .-
- HUR: 9259 {See Part T, A: Licensing To Combat Patent Suppres-. -
- .sion,.p. 9.) Most of the testimony given related to the McFarlane . .
P CT Bl although the objection was made to the Connery bill that the
: _problem should be met through antitrust legislation rather than by -
changes in the patent law. The most anortant comments on- H.R. -
0815 follow: S
e -Mare Resek, chief engineer, Perfectmn Stove Co., Cleveland, Oh1o S
S "obgected to the ‘bill becausé of its vagueness, and stated cl

- Where a person has an exclusive right to a th.mg but

shares that right with another - he is not increasing the
--extent of the monopoly.~ He is decreasing it.. ‘Where two
- _competing people each have an inclusive right to a separate
~“invention, and where neither invention is useful without

‘the other it is certainly not to the detriment of the public. . ,.
: o ol for each t0-allow the other to use his invention. - Such mter- - -
e :' ; " “.change: of licenses has in many cases been the means. of -
P ~building up an industry (pp. 256-262, at 261). - - .

I—Ie felt brmgmg patents under 2 smgle control WBB good in ﬁve
cases: \

“'First, ‘& pa,te' Y ma,kes - Basic inventi
aforoad“pa,nent fiothier patentes invents an iniprovenmen

\ w70 bn this basic invention which makes it much more practical or - .
= ]_Iousa Oommittee. on Patents, hearings on H. R. 9259, H. R. 9815, and H. R 1666 (1838), 565 p_ageé_. ‘\ -

EERT
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.mventlon without infringing the ba.sm _patent. o

% B x

o Second two competltors each ha.ve a8 pa,tent W]Ilch they ...+
E clalm t.he other ig mfrmgmg , S

. 'whlch a compemtor infringes.
. - # B D _ ;
Fourth, two or more compe‘mtors ma,y own: patents under .
whlch they desire to license certain others in the industry. -
# R % k- ¥ o
_ Flfth if joint control of patents of competing companies
s restricted in the manner set forth in this bill it will be
" practically impossible for one manufacturer to buy patents. .
--from several different inventors (pp. 261-262).

- Thomas Ewmg, former Commissioner of Patents:

Now, if it [an: antitruss sult] hag been prosecuted and. the o

. court has found that there is an infringement of the anti- .
trust. laws, then the question might be raised, and - the
license granted if it appears to be valuable to do that, but .
just to reverse that and say that anybody who is sued under -
a patent can make that delense and set up an antitrust law
act, it commends the business of prosecutmg suits under“‘

. patents (pp. 28+40, at 33). -

Decm S. Edmonds of the New York Patent Law Assocla.tlon e

-'felt that any harm from a dominant pool could best be met by Ieglslat- S

" ing that others outside the pool would be able to use the pool’s patents - ~
on reasonable terms. He thought the Connery bill would brmg too

v much delay.in granting the licenses (pp. 425-437). T

“Both the New York County Lawyers' Association (pp..399-403)

. - :and ‘the: New York Patent Law Association (pp.. 403—405) expressed--.
" their opposition to the general principle’ of H R 9815

- _,_V(S) Action taken

No a,ctlon Wa,s taken on elther H R 7192 or H. R 9815

2, OTHER ANTITRUST ACTION =

& TNEO study, S 2491 {(77th Cong.), April 28, 1942 O’Ma.honey, o

- Bone, and LaFollette o _
The TNEO heaungs con31dered under Part I A Llcensmg To

S Combat Patent Suppression, p. 12, were: concerned with the anti-
.- trust aspects of patents. - In addmon S. 2401 (77th Cong.), reported - -
" in'Part 1, A, p. 14, provided for compulsory licensing in cases of -
" wyiolation of the antitrust laws. It differed from B. R. 9815 (75th’

' B Oong) (see p. 16) in that there also had to be nonuse. of the pa,tent

| 20810—88—a,

" salable, The mventor of the ].mprovement c&nnot use hlS' - ) DR
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- D. Tacensing 1N°Ap oF Namiowar DEFensp -
1. PATENT USE BY THE GOVERNMENT GENERALLY |

. Before exa.mmmg the various bills. that would prowde for compul-' -

- ‘sory licensing in the interests of national defense, it iz necessary to _
look at earlier background leglslatlon which gave the United States —~
Government broad rights in' the tse of patents for governmental .
purposes generally. - Title 28 of t.he United States Code, as’ 1t now.
-rea,ds ‘provides as follows:

© Whenever an invention descnbed in - and coversd by a
Vpa,tent of the United States is used or manufactured by or
for the United States without license of the owner thereof or
" lawful right to.use or manufacture the same, the owner’s ~ . -
. remedy shall be by action against the United States in the =~ .
" Court of Claims for the recoyery of his reasonable and entlre S
" compensation for such use and manufacture, . . o
- For the purposes of this section, the use or ma.nufa.cture
“of an invention described in and covered by a patent of the
. -United States by a contractor, a subcontractor; or any per--
i-gon, firm, or corporation for the Government and with the -
- ;;a,uthorlzatlon or consént of the Government, shall be-con-
-strued as-use or manufacture for the Umted States (28
UL 8. C. 1498 (1052)). . -

- Thls provision-of the code was based on the Act of June 25, 1910, ch :
. 423, 36Stat. 851, as amended by the Act of Julyl 1918 ch 114 40 ;
Sta,t 705. By
.. Prior to 1910 patent owners had no assurance that they Would re-
_'celve ‘compensation- for patents used by: the Government.’ The- " -
~United States Government can only be enjoined or sued for damages .
- with its consent, and earlier ¢ourt cases had given patent owmners
+~ _compensation only where there appeared to be an express.or implied. = .
- confraet. The 1910 act thus enlarged the rights of patent owners by -~
- _permitting. ‘them to sue for: compensation 11 the Court of Claims. : .-
. In 1918 the provisions-of this act were extended to cover Government
contmctors
: Although this leg1sl&t10n was. enacted to give patent oOWners: the s
o _rlght to compensation rather than to increase the Government’s power; - .
it did in fact facilitate Government use of private patents. Since the e
"law provided that the ‘‘entire compensation’” for the patent owner - .
would be that secured from the Government in the Court of Claims; .
. Government officials and contractors could no 10nger be held person- R
-+ ally liable, thereby euaJ:)lmg1 them to act more freely in the Government - - -
10 oo vinterest than had previously been the case. The act also recognized.
. in'statute the already existing right of the Clovernment to use patents. -
=0 without license. . Although the basis of this act may be said to rest .
0o - oncthe right of eminent domain, it should be noted that thers isia
harp_difference between mere. Government use of patents. without "
se and the actiial {aking of patents by emment domam 88 propos sd
legislatmn :




‘ ( 1 ) Promszons

“"pulsory licensing by the Government.
-terms of general Compulsory licensing: on grounds of nonworkmg W1thm o

- bomijiaso-RY' .-LI'GENSH’Q‘G 6F.i,fﬁmms.'_ T

- 2 STANLEY BILLS (1921—-1922)

8. S 1838 (67th. Cong.), May 18, 19213 8. 3325 (67th Cong), March:'_--".'_'.'_'__ -

. 22,1922; 8. 3410 (67th Oong) Apr]l6 1922

“The Stanley bﬂls all had wvisions. and provided for c

“Although phrased broadly. in

- 4 reasonable time, the bills were largely ‘inspired by experiences.in

and prior to World War I growing out of the existence of substantial -

o numbers of German-owned United States patents..

S. 3410 stated that the patent grant as issued should reserve to the

. Commissioner of Patents or another designated Government agency,

the.right to grant licenses thereunder

-1f such patent so granited is not worked or put in operatlon 80
~ a8 to result in actual production in the United States of the - R
- article disclosed in such patent, in reasonable -quantities; =
- ‘within a reasonable time, from the date of its issue. '

L ‘Thus, the compulsory licensing authorized under S. 3410 Was to. -
" be b&sed upon pProvisions Wntten into. the patents rather th&n upon -
~ the power of eminent domain of the Government.':: - '

S. 1838 and 3. 3325 differed somewhat in that'S. 3325 a,pphed only

-to persons who had previously filed patént applications in foreign’

- . couniries, and S, 1838 applied only to foreigners. 8. 1838 set a 2 year

time limit after which compulsory licenses could be granted, and

/8. 3325 stated that the “reasonable time” should “m no case * K
‘be less than 2 years nor more than 5 years e

- (@ Leg@slatwe action

(a) Action taken on S. 1838. —S 1838 was reported favorably fmm"

the Committee on-Patents on June 2, 1921. The report “Sstated that.”
¢ .Germans, including Frederick Krupp of Essen, Germany, had applied

. for many Awmerican patents. The War Department had investigated:. :

. 228 of these applications and had-found that patents had mot yet

-~ 'been granted on a number of them. The report then listed some of 7 7%

- " the patent applications. Twenty-six were. for artillery fire coritrol. .~ .
- devices, 18 for electric-control apparatus, and 9 for fuses for projec- -
“tiles:. The list then went on to enumerate 90 more a,pphcatlons &11 TP

of which seemed of a strategic nature.

On June 20, 1921, Senator Stgnley expla,med the prowsmns of the

: _":; bill to the Senate He stated:

‘These same mventlons which the Amerlcans used durmg. S
* the war, and are now using, but which they did.not patent, * .
" have been patented by foreigners and sold to the Krupps or: .
. other foreign ¢onecerns, so that we cannot use cur.own.patents

' for our own defense at this time; and the Secretary (of War)-

-has-very warmly urged the immediate passage of legislation:
~ of this character (61 ongressmnal Record, 4969-4997). ..

18 §6b the account of ‘the Stanley bil]s in Part I, A: Liconsmg o Oombat. ‘Patent Suppression, . .

- 18 Amendmg Revised Statutes Relative to Patents, 8. Rept 110 to 8CCOMDPINY S 1835, June 2, 1921
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- On August 5, 1921, S. 1838 was recommitted to the Committee on
Patents as certain a,mendments had been suggested (61 ConO'resszia,l' i
" Record, 4969-4997). S
RPN ()] Heomngs on S. 8325 cmd s. 3410. 17_Hea,r1ngs on S 3325 and.
L S, 3410 were held before the Committee on Patents, of which Senator -
. 'Hiram W. Johnson was chairman, on April 6, 1922, and from May 1to :
May 4, 1922.  The more 1mportant testlmony follows: -
‘Col. Joseph I. MeMullen, Judge Advocate General of the United |
‘States Army, War Depa,rtment explained that at the time of American .
" entry into World War I and following this, the Germans had taken ouf.
‘patents on such strategic materials as optloa,l glass, magnetos, and.
synthetic medicines. The United States thus could not manufacture-, -
- these products, and when it came into the war, it lacked the technical .
* know-how. In addition, German paténts were not specific in showing: - -
. - how the materials were produced, and it was, therefore, difficult to
.00 set up strategic -Arnerican industries. During the war the Grormans
~ . also examined unpatented American devices and took out patents on
.. them.  "Other nations had United States patents, but these patents
. did not cover strategic 1nvent10ns “As a result of this; Colonel
McMullen stated: .

-~ In other words, the main aim is to- prevent t.he use of our
patent law to seb up industries in Germany, for instance;
that is, we might well admit we are aiming at Germany * oa
- (pp. 5H26 ab 25),

SR Colonel McMullen stated the basic prmmple that should be followed ;

b _ That every patented invention which has present or pro- =~ |
i . . spective value for national defense, should, like other prop-. *
.. - erty, be subject upon declaration of the executive branch of
: o ‘the Government to be charged with public interest when in
“fact such public interest is present or prospective, and when "

-s0 charged, the Government should have the right to issue a-
: oompulsory license for the establishment of an industry
‘necessary in the public inferest, urespectlve of the ownershlp

of the patent (pp. 8588, at 85}

Thoma,s E. Robertson, Oomuussmner of Pa,tents opposed oompulsory
licensing in general but did not discuss the questlon from the defense -
aspect. He felt that companies often needed a “liné of patents, »for

- even. if they did not use all the patents, they should not have to face
' GOmpetltOI‘S who could hurt them with the less favorable ones on
inventions they themselves had developed. Commissioner Robertson
also raised the question of the treatment of improvement patents
. under the proposed bill. In certain cases the owner of the original
patent might choose not to purchase the improvement patent, and the " .
" holder of the improvement patent would be unable to manufacture:
.+ under it without infringing the original patent. ‘The Commissioner. .

- “pointed out that after %y, reasonable time” under S. 3410 the holder
of the improvement patent would apparently be forced.to-license it
the driginal patent owner although'it'lay idlé” through o fault-of
s higcowns - Thustheveffect o the hill would=beto foree-the-holder:

. v the 1mprovement patent to manufacture with infringement of: the -
- .. original patent (pp 57~63) Oolonel McMullen oommented on thls '

5T Senate Commlttee on Pa{;ents, hearings on 8. 3325 and s, 3410 bills (o zwend secs, 4880 a.nd 4887 of- !;he ‘;'-; g :
Revised Statutes releting to paubu»h {2522, 302 pages. Lo
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questlon “Oh yes;. there. Would be mfrmo'ement but. the eourts

! ‘would not move, that the law had the nght to compel anybody to.do -

“an illegal act; that would be absurd” (p. 6 i
Frederick P. Fish, Boston, felt the. Umted States had not ma,nu-‘

, 'factured strategic materials before the.war since there was no demand -

«for-them-and-not-because: of the-existingpatent-situations - HEven:i

-the patent problem were-a-serious one;-he felt that-it should be:reme-

died by extension of the Government’s right of eminent domain to

atents owned by foreigners rather than by applying compulsory " o
k J dbe

icensing to Americans merely because this woul

be necessary under

international convention if it were extended to foreigners. Mr. Fish

. was opposed to compulsory licensing and felt that companies with

: ‘ma,ny pa.Lean ehouldp manufacture. from the best invention a,nd not
“confuse” the public by selling inferior products (pp: 63-78). '
Henry Howard, chemical engineer, Grasselli Chemistry Co., Cleve-

. Jand, president of the American Institute of Chemical Engmeers and - . '

- “chairman of the executive committee of the Manufacturing Chemlsts
Assoela,tlon proposed a statute along the following lines:

Two years after the date of issue of any United States -

patent s being worked in a foreign .country and that the

owner refused to work it in the United States and refused to

offer the patent for sale or to grant license: under such reason-;

gble terms as would: make practicable its use in the United
tates, -

a manufacturer may petltlon for and the court gra,nt 8 nonexcluswe L
-heense o

B unless the owner of the patent can prove that he has been and .
.+ is using reasonable diligénce in bringing about the bons fide
- . working of said patent either himself or through the aid of =
. licenses, on a scale suiflicient to supply the probable demand in
“the United States * * *. -

.97, at 95, 96). L
- Otto R. Burnett, Barnett & Trumsn, Chlcago, representing the ¢com:

~bill he was trying to frame, as follows:

Roughly, the scheme is this, that in certain mdustnes :
<" declared essential by the Pre51dent that the parties seeking -
- compensation might by due ]udlezal proceeding have an in--
quiry by the court, first, as to whether or not the industry was.
- 8o -essential, and seeond as to whether the specific patent is

_134).

Wzllwm w. Dodge Dodge & Sons, Washmgton D.C., felt thai the--- :
_Stanley bills would encourage fore1gners to keep their inventions

- and 1918 acts, which provided for governmental use of patented in- -

patent, if it can be shown that the invention covered by such " Wy

; After 3 years there could be a hearmg to change the royalty (pp 88-' _ _; R

~mittee on legislation of the Patent Law ‘Association of Chicago and ™~ %
‘the Patent Council of the American Bar Assoemtlon descrlbed the - .

essential to the mamtenance of the mdustry {pp: 130-138, at . - B

- geeret and that suech legislation was not niecessary because of the- 1910--'---' '

- ventions sub]eet to the payment of just-compensation (pp: 197-222)." e
The New York Paltent Law Associotion opposed the genersal principle.

-of the legislation, but favored the bills so fa,r as ’f.hey were essentml_' S
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.":'for natmnel defense (pp 97——102) The Fedemted Eﬂgmeemng :

. -;-Somemes (pp. 102-110), the ‘Board of Directors of the Nationdl Asso- -

- ciation of Manufacturers (p. 117), and the Committee on laws and rulés =

“of the American Patent Law Association (pp. 143-183) were opposed

| to the Stanley legislation.. The American Institute of Ohemwal

-'Engmeers supported the proposal of Henry Howard (pp. 90-91).
© +On May 3, 1922, Senator Stanley presented an amended version: of'
. ‘S 3410 Whlch pro‘nded

That 2 years after the issuance of any. Umted Stetes patent L
‘or at sny time after the oxpiration of thet period, if it A
. shown that the invention covered by such patent is being
- worked in a substantial manner in a foreign country, and

" 'that the owner thereof has failed to-work it in the United | = ;

. States and has refused or refuses to grant licenses there-

under upon such reasonable terins as would make it pree-*_._,-- S

- ticable to prectlee the patent in the United States * * " .

. c1t1zens could apply to the appropriate United States cireuit court of o
appeals and aliens could petition the Court of Appeals of the District- - .
. of Columbia for a license. s

The burden of proof shall be upon the owner of the petent'

~. to show that he has been and is using reasonable diligence

_ in bringing about the bona fide working. of said patent -

whether by himself or through the aid.of licenses in the ~ - " -

United States on a scale sufficient to show a bona fide
establishment of the industry therein * * %,

The court, if it found that the faets Werrented coul& then grent a

- ;'nonexeluswe license’ on reasonable terms.-. Three years, after this -
there could be.a hearing to ehenge the royeltles The bill further R

- provrded

That nothmg in this act shall be conetrued to prevent the = .
pertles to such & license to [sic] egreemg among themselvee o
as to the royalties fo be paid. - :

‘ “* Colonel MeMullen stated that the e.mended S. 8410 was eccepteble ":_ o

o the War Department as it covered the reguirements ‘of defense, " - *

" He added, however, that “it goes farther than the War Department’ i

" needs in proteetmg Tational defense” (pp. 261-262).
(c) Actwn taken on 8. 3325 cmd 8. 341 0. —~N0ne '

N OMAHONEY BONI} LAPOLLETTE; AND ROWAN BILLS. (1942—43)

a S 9303 (77th Cong.), Februg,ry 23, 1942 O’M&honey, Bone a,nd.

- LaFollette; H. R 3762 (78th Cong) , December 1 1943 Rowen

'. 1) Promseons

The bills provided for an increase in the powers of the: Presadent
ring a’'nafional’ erergene They stated?

That Whenever during any war vin which the United States -

‘manufacture, use, or sale of any material, article, product, or. -
‘commodlty, or that the expansion of facilities or ea,peezty for:

s defense or of the prosecutlon of war—

“1may beengaged, the President shall find and declare that-the -, .- 'I

-such manuiacture, use, or sale is in the interest of national = ... @ .~
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The Pre31dent may. gra,nt 4, license to any.: person undei
- _--any ?atent or patents in_respect to such manufacture, use, :
- or sale upon such terms and for such period of time as’ the; R
President may prescribe: ‘Provided, That the President * ** -
shall determine and shall prescrlbe a reasonable royalty ¢
be paid by the licensee to- the OWDeE.-or- owners of. the paten
: u..ior patents-(sec. 1, )5« - .
Notw1thstandmg the prowsmns of sectlons 67 and 70 of
tifle 35 of the United States Code, no injunetion based upon. - .
- an ‘alleged infringement ‘of any- patent or patents, in or by’ .
. such manufacture;, use, or sale shall issue, be continued, or'
“enforced during the perlod specified. by thie President in ‘the
said finding and declaration, and the sole remedy of a patent . -
«owner agamst an infringer. on account .of all such infringe~ . -
" ments of any patent occurring during said period shall be to .-
recover a reasonable royalty fee under such patent for such = -
perlod ** ¥ (see, 1, b).
- ", Whenever. the Pre31dent Shall determine’ it, to be in the
" interest of national defense, he is authorized, during tirne of

- ..\-,,__/

t

“War or durmg any penod of national emergency declared by; . : B

-~ him to exist, to acquire patents, applications therefor, inven-
- tions, or- licenses under any of the foregoing, by donation, -
purchase, taking, or otherwise, and to issue. 11censes and_'
" partial licenses thereunder (sec 2).

- Section 1 (a). thus prov1ded for-a type. of . compulsory hcensmg"d'

RN Wherebv the President could issue licenses if he ruled that the product '

- was essential to the national defense, An alternative and more sw eep- -

ing method was authorized by section 2, which extended the power &

of eminent domain by permitting the Prasident to take over patents, orc
. nghts in or under them, &nd issue llcenses on them.

~(® Legislative action
(@) Hearings ond action taken on S. 2303 —Hearings on S, 2303 were
~held from April 30 to- August 21, 1942 before the Committee on.

~: Patents.® The major portion of the testimony gave detailed accounts. - o
' of the ‘patent practices of certain powerful American. corporations -

- sion but-also related- to' the antitrust problem (Sec p..14)) Other _

. <. relevant statements follow:

and ‘was significant in showing the alleged need for such legislation, - . '
A-summary of the:testimony: given in these hearings is found in the
discussion of 5. 2491, a bill primarily concerned with patent suppres- -

Francis M. Shea; Assistant - Attorney General Claims DIVIS]OD. e

‘Department of: Justwe gave g g extenswe expla,natmn of: S 2303_\: b i

and stated

The plam ob_]ectwe of 8. 2303 is to facﬂlta,te the: all—out
" production of materials and commodltles éssential to the =
o effective prosecition of the war, by removing any obstacles
" to such production which may be attributable to United
o - States patents. I believe that the bill is well adapted to -
=" achieve this important objective (pp. 21-37, at-21). ... .
"'13 Senate Committeo on Patents, hearingson &, 2303, a bill to provide for the use ofpatents m the mterest' '

) of national defense * * * and on S, 2491, a bill to amend the patent ]aws, to prevent suppresslon of inven- -
. “tions ™ * * (1842), 10 parts, 5258 pages. . .
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O }E’ay Jeﬁmes chsurm&n of the board of the Oarboloy Co.; Clevela,nd

. # % * nothing short of What is equwa,lent. fo & seizire may o
~‘answer this question for the war purpose. Any time the
_.matter of compensation has to be either determined or nego-

tiated, it is time-consuming; and speaking from my personal
convmtlon I would be willing to see the President have the
power to seize any patent and make it-available for use in -

_connection with war production,- Perhaps if that were done
- without necessity for gompensation; it could be done quickly; -
- and speed might be more important than compensatlon n

- this critical time (pp. 474-518, at 494, 495).

Thwmwn W.-Arnold, Assistant Attorney Genera,l Antltrust D1v1-
s1on Department of Justice:

I think my testimony ean be summed up as follows: That: :
- the bill before the committee is a very useful thing but does
 not affect the fundamental cartel problem.  Itismot the kind .
of bill which is going to clean up this s1tuab10n after the war,
- and therefore I hope this committee will give consideration to
. the barter aspect of this patent problem, It happens to be -
the most important cartel problern simply’ because the devel-
opments are in the field where patents have been used ‘as
. instruments of economic control rather than as instructions
[sic] to sell the most goods and to get the most royalty (pp.

626662, at 653).
No action was taken on S 2303 )
(b) Action taken on H R 3762. —-—None LTy

4. KRAMER BILL (1942)

A :8 R 6852 (77th Cong), Ma.rch 25, 1942 -

(1) Provisions
o Secmon 1 of H. R. 6852 sta,ted

i war in which the United States i is engaged, determines that -
- {1} the use of rights under any patent or patents is necessary

for the manufacture, servicing, or operation of any maching;

‘article or manufa,cture or composition of matter:needed for :

Tha,t whenever the Pres1dent durlng the penod of any; s

“the defense or safety of the United States; (2) such need is s . '_
immediate and impending and such as will not admit of delay-

or resort to any other source of supply; and (3) all other
- ‘means of obtaining the use of such rights under patents for

" reasonable terms have been exhausted, he is authorized to
_require, the.owner. of such.patent or. pa.tents to.grant s license..
under_.such. - patent rights for . the dumtmn of ,

‘the defense or safety of the United- States upon fair da,nd- L

period. * * w

The Premdent would set the roya,lty, but later the p&tent ownel
couid sue for a larger royalty in a dlstnct court (sec. 2).° .
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(2) Actwn mkm
No ne ) e PR N
o o LB ROSIER AI\TD I}DMISTON BILLS (1942)

‘a8 2721 (77th Cong.), Augusﬁ 17 1942 ‘Rosier for Kﬂgore -H R‘
e TOBL (TR Oong ), September 23 -1-942 de1ston

N Promswns

" The bills established an Ofﬁce of Technologma,l Mobﬂlzatlon W]Ilch
: - was authorized and directed, in-addition to its other powers: g

s o dissolve hindrances to the voluntary adoption of im-: .-
VRN Froved products, processes,and materials by compelling the -
- "licensing of all patents, secret processes, and special technical
~information at reasonable compensation in-order to foster -~
«+ - their wide utilization, and by taking similar vigorous aetion
“in evercoming all other obstructions fo maximum technical -
. efficiency in war production, = Reasonable compensation shall = - ..
o 'i{ae deterzslmed by the Office, sub]ect to review by the- courts'- T
sec.-8, ¢,

(2) Legislative action

() Hearings and action taken on 8. 2721 —Hearmgs on'S. 2721 &

" were held before the Subeommittee on Technological Mobilization of -
* the Committee oh Military Affairs from October 13 to December 19,

19427 Most of the testimony dealt with the problenas of moblhzmg
-~ the Natlons resources for the war effort, and there was" llttle dls- Co

; ‘cussion-on the effects of section 6 (c).

" In explaining section 6 {¢), however, Sen&tor K}lgore st&ted tha,t the:. :.' R

bl]l would provide “‘an -honest way of infringing on a patent for the
- benefit of the Government as a whole” (p. 499). The act of June 25,

. 1910, recogmzed the Government’s power of eminent domain to a - ;
. Jimited extent, but Senator Kilgore fclt- there was need. for o law . .. -

“which would be limited, of course, to emergencies, which give them
- Jeertain Government depart.ments} not only the remedy for. mfrmge-‘:' :

~hearings,” 1t -appears from Senator - Kilgore’s statements that the

“ment, but the right to infringe upon adequate compensation” (pp. -
“79-80). " - Althou h ho explanatlon of the exact meaning of the phrase~ © -
_‘_‘compellmg the licensing” contained in section 6°(c) was given in the . .- -

,-a,uthomty of the Office’ of Technological Mobilization would extend - o

- beyond that of compe]]mg the grant of licenses to the Governmont ™

L authorlty of the Office of 'Fechniological Mobilization would resemble’’

‘ Senator Kilgore in questioning a witness asked:

“%._ The bill, and I admit, as a lawyer, that it is not as well

., drfawn as it should be on one phase, presents this: Would -
. you see anything objectionable in such a bill to give such ™

- agency the 1 “power to _license the manufacture of a patented -

" "the Court of Claims, where the mventor refused to cooperate §
) /. -otherwise? . '
L " Mobilization, and for other purposes (1942), 3 vols., 949 pages
' 20610—58—5

- and- would include "a” type of general com}_;lmlsory licensing. . The : :

_;' that given to the President in S. 2303 (77th Cong.), which stated that - o
“he could grant licenses under certain patents. (See p: 22) Thus,-._

article, paying a royalty to be agieed upon and to be fixed by - i

T Senate Committes on Military A ffairs, hearings on 8. 2721, a bill o establish an Office of Teehnolug!cal : T




260 'coMPUL@ORYLICENsmG' OF?PATENTS R R

Gettmg completely away from the idea of takmg a.ny tifle .

- tothe patentin the Goverriment, or anything of that sort, =~ =

- but just merely. the Government .teking the right to direct
© its manufacture Where the mventor Would not cooperate‘?. -
B (20 ) A
- The significant test1mony on the patent sectlon of S 2721 follows
W. 8. B. Lacy, chief, Foreign Information Section, Office of Price

R Adininistration, felt that the. Government should be. entitled to use i

" processes and. inventions which were ‘covered by patents (pp. 26-40).

Henry J. Kaiser, president, Henry J. Kaiser Co. (pp. 233-257) and* -~ ;

‘.'.A F.. Whitney, president, Brotherhood of Railroad Trainmen (pp.
014-919). favored the compulsory licensing provision of 8. 2721.

. Robert C. Brown, Jr., chairman, associated defense committee of
- the Chicago Technical Socletles and consulting director, Technical ™ .
.- Development Section, War. Productlon Board, approved the use of

" compulsory licensing In wartime provided there were adequate safe- -
guards (pp. 41-56, 74-75, 80, .
- Maj. Gen. O, P. Echols ‘Chief of the Materiel Command, Army )
~Air Forces, did not comment specifically on. the pa.tent hcensmg pro- ;
- visions, but stated: '

~In niy opinion a centralized office of research, and develop—- '
ment is not needed for war purposes and the creation of such - ..
-an office with these vast powers would not be in the best m- - -
- terests of the war effort (pp. 675—684, at 676). o

 Paul Harrison, president, Velocity Steam Systems Chlcago (pp '
227-228) and Jerome C. Hunsaker;, ¢hairman,. National Advisory .

- Committee for Aeronautics (pp. 921 923) were.opposed to the power
over patents given to the Oﬂ’g ce of Technological Mobilization.. :

- Warren N. Watson, secretary, Manufacturing Chemists’ Assocm’mon : L

The sections of the bill ' which relate to patents disregard =~
.-+ the statements which have been made before congressional:=.«
ominittees on behalf of the Army, the Navy, and the-War .

“Production Board. These statemenis have: been uniformly - -~ -
‘to the effect that patents are not’ 1mped1ng the War effort mf‘ Vi N
‘any dignificant’ degree (pp- 897—-989) T

i o’,act.mn was taken on S. 2721, . - L et

(b) Actwn taken on H ‘B, ?’591 ~——N0ne
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; II REGISTRATION OF PATENTS VOLUNTARILY MADE
":AVAILABLE FOR LICENSING

A BOYKIN BILL (1945) IR TR
_ 1, H R. 2630 (79th Cong) ’\/Iarch 15, 1945 B RN
@ Provisions ' DR

‘Section 1 provided for t.he voluntary roglstcrmg of patents a,va,llable, R
- for licensing in the United States Patent Office and stated that the . -
~offer “may or may not. spec1fy terms and condmlons of such licenses.” - -

_ Section 2 stated: ,

In-the event the offerer of a hcense under a patent upon
" the register refuses or fails to grant a license to a person .’
seeking the same, the applicant for a license may apply. to
S “the Com.tmssmner of Patents, and the Commissioner is em- - -
-3 powered. after notice and. opportunity for hearing, to fix'
- .+ reasonable terms and conditions thereof to the extent they .-
-are not stated in the offer and the parties have been unable
to mgree theéreon, and thereafter to order a license, the terms
and conditions of which shall be binding upon the parties.

‘*‘1 - The patént owner could withdraw his offer upon 90 days notice, but’
cd this would “not-affect licenses in Torce or application for license then"_-

pending before the Commissioner” (see. 3). Appesal from the Com-~ =
" . Tnissioner’s determination would lie to the United States Court of
- Customs and. Patent Appeals (see. 4) . L B

b, Hearings 2 .
.~ Hearings on H, R 2630 were held before the Comnuttee on Patents

* " from May 29 to June 6, 1945, The significant testimony follows: - . ...
A e c Riehard o Dearbom chairman, Committee on Patents, National - .=~
T _Assocmtlon of Manufacturers: The ‘Association approved-of 'the public .. -
" registration, bug. felt there should not: be compulsory licensing if the . ... o
"'patent owner refused to grant a license. - There might be cases in. - "~

" which companies were willing to grant licenses only in certain parts. =
. . of the country. The Association suggested the fo]lowmg Subst1tut1on -

for sections 2, 3, and 4:

_ Suc. 2. The oﬁ'er to grant a license provided for in sec- ‘:f-. '
‘. tion 1 hereof may be modified or withdrawn from the register
+ . by the owner of the patent upon notice of the intention so to
~.do given to the Commissioner of Patents. Modification-of ~: .~ o
. the offer- or-the removal- of the offer from the reglster shalll LT
.. not affect licenses in force (pp. 1-3; at 2). S
o Jofm (. Stedman, Claims Division, Department of Justlce The SRR
o '-Department of Justlce favored H. R 12630 and felt, the la.st three = ..
20 House Committee on Patents, hearings on H. R. 2630, a bill to prowde. for the pubhc Deglsterlng [i: 4 RS
- patents available for lieensing; H. B. 2631, = bill to limit the life of a patent $0 & term commeneing with the - . . -
I ?f&;fsif El; Sé)g;()élcat:on and -H. R. 2632, a hill -to requlre the reeording of agreements re]atmg to patents
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’ 'seetmns of the bill were necessary Tt thought there should be '
- 'pubhe notice of the withdrawal of the offer {pp. 5-6,9). - -
* - Chester L. Dawis, chairman, committee on leglslation patent _
ftrademark and eopymght seetlon “American Bar Association: The
o .assoc1at1on had, taken no official eetlon but-Mr. Davis felt it would .- -
. favor only section 1. “He thought that patent owners would’ often e
- want different terms with -different licensees(pp. 9-10).. : S
2 Karl Fenning, patent attoiney, Washington, D, C., editor. of -
S ‘the United States Patent Quarterly, former Assistant Commissioner -
" of Patents, and former special assistant to the Attorney General in .
- ‘the- Patent Section, approved of -H. R. 2630, but felt it should be -
" extended to cover the selhng of patents in addition to the- heensmg
- of: them (pp. 11-12).
. Conder C. Heny, Assmta,nt Commlssmner of Petents stated tha,t
t.he Patent Office had recently established a register of Ticenses but
‘there was no legal provision for such a register, He favored extension
of the bill to the sale of patents, and thought that the Commissioner
. of Patenls should Belp small mventh fix the1r licenge telms He SR
B suggested G

-1 would. be Wﬂhng to amend-that hne [the prowsmn in -
‘sec. 1 for the registration of patents] so that the bill would
" not only provide that the license itself might contain and .
. specify the terms and conditions, but also that the offerer
may also specify the conditions on which he would be willing
to grant a license—that ‘I will make this offer on condition = .
- that I mysclf, the offerer, shall determine whether the licensee ...~ =
is financially responmble and trustworthy”’ (pp: 18-17,at16}. . '

-, The. New. York Patent Law Association approved of sectlon 1 ,-but -
; dlsapproved of section 4. "The report stated: s

Section 2 would probably be approved by the association 1f B
" amended to empower the Commissioner of Patents to fix the -
. - terms and econditions of a license only upon the written- o
L ionsent. of both the oﬂ"erer ofa 11eense gnd the appheent for a oh
cense :

It suggested tha,t section 3 prowde that the patent owner. eould S

- withdraw his offer or'change the terms 30 days efter not.1ﬁcat10n to e
e '_F_-the Commissioner (pp. 18~ -19). , : Y

T e Aetion, taken
) None '

_ B SECOND BOYKIN BILL (194546)
1 H. R 3757 (79th Oong), Ju]y 1, 1945 e

'/

! _'.'a Provisions - - Bt
~ . Bection 1 was the same as section 1 of H. R 2630 (79th Cong ) but
* it extended the provisions.of the bill to’ those: wishing to sell patents.
~ Seetion,2.of the, hill, gave, ‘the Coramissioner the same powers as,_th
granted to. hlm 1n sectmn 2.0f H, R. 630; however 1t. added B th
sect.lcm

Proezded That the patent owner has pre\nously authonzed
‘the Oommlssmner of Pa,tents to 50 ect L
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‘-}Sectlon 3 prowded that upon 30 d&ys_.ln ice the: p&tent ewner e: il
3 Withdraw his offer or. ceuld amend it .

2 ‘to add othér terms or condmons to those-staﬁed.m-the oife
T a _ a.nd/or modify the: terms 'and. conditions stated: Promde‘
oot That the offer may be withdrawn at any time:in’
“owner: sells o assigns his interest in
-issusncerof a:license under the paten

' Nétice would be publ :
+ . Section’3 also cont&meda prov:tsmn sum]ar to. that i H. R 2630 that— -

removal of the offer from the reglster shiall 1ot affect. licenses . S
4in force .or e,pphcatlon f01 hcense then pendmg before the P
- Cornimigsionér.: ‘ : sl

- Sectmn 4 was 1de11t1(:a1 to sectmn 4 of H R 2630

b. Action taken. ' R
o CH. R..3757 was reported favorably from the Coxmmttee on- Pateuts S
2 on July 20,1945, The report * stated that-II.. R. 3757 was.a sub-.
.. stitute for I. R. 263(} and had been introduced to correct-the objecx. .
" tions to H. R. 2630 given in the hearmgs _The report then explamed.‘.
‘the. provisions of the bill. S
.~ On February 18, 1946, Conglessman Fmtz G Lanham explamed- o
~.. the purpose of the bill in the House of Representatives: R

It is for the ploteetlon of the inventor who is not f&mﬂm.r
~with markets, and it will give the manufacturers an oppor- S

- tunity to see.upon the register What Is oﬂ"erecl (92 Congres— S
" - sional Record 1432}. EEEEA

" FL. R. 3757 was taken from the Consent Calendar and passed by
<. the House of Representatives on February 18, 1946 (92 Congressional. -
" Reéord 1434). No further action was taken on the bill. _

. "H.R. 2630 (79th Cong.) and H. R. 3757 (79th Cong.) are the only. _
.- proposals which have been infroduced for registration of pa,tents_
S Volunta,nly made available for hcensmg : S

C PATENT OFFICE AGTION

S Althoucrh no 1eg1slat10n was passed providing for a reglster in t,he
Sl -P&tent Oﬁice ‘the register referred to above in Mr. Henry’s testimony -
v a(dee p.28) was established on June 1, 1945, by Order: 3936 of the -
- "Commissioner of Patents?* As prevmusly recorumended by the Na-.
" tional Patent Planning Commission, those patents voluntarily made: . .
©, - available for licensing were recorded on the register, with enftries pub- -~ -7 "
- lished in the Official Gazette of the Patent Office. No fee was charged, =~
:“and the owner could withdraw his patent from the register at any -~ -+
- time. The register established by the Commissioner’s order differed” = . 7
< % from the ones proposed in the Boykin bills in that the-patent owner .. .- |
= mcurred no legal obligation to license. T :

. ’lsPulflic Reglstering of Patents A vailable for Liconsing, K, Rept. 933 to accompany H: R. 3757, .Tuly 20 ' k I
2.575 Official Gazette of the U &, Pateat Office. (J'une 8§, 1945} R R
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The pubhc Tegister remamed in the Patent” Oiﬁce untll June 30 SR,
- 1954, when it was. discontinued. for-economy: reasons.® Becatise of - P
) \mterest in the register’s service, however,.it Was; resumed on.Qctober. .-
29,.1954.2¢ Under the revised rules a: charge is made for the entry of

' ;patents upon the Tegister, and notmes - the Oflicial Gazette no longer.

include an abstract.of the patents. -

The United States is not, the onl'y country Whmh has est&bhshed a :
. register of patents available for license or sale.  In Great ‘Britain, -

where an annual tax must be paid on patents aftel the first 4 years
“the ‘tax is Teduced to one-half if ‘the owner gives notice that he W]]j.

license his patent. " ‘Thé Patent Office pubhshes a/1ist of these patents =

- and settles the terms of licenses on''which the: private parties cannot

- agree. ‘The declaration of willingness to license may be withdrawn, - - -
__ but the licenses already granted. or pending are not:affected, and i;he_ .

. patent ; owner must resume paying the full patent tax. - . ‘
A provision in the German law is similar to that of Great Bmtam- ‘

mth the exception that an offer to license cannot be withdrawn.2®

Other countries with snmlar prowsmns are Greece and the Umon of' S

N ‘South Africa. -

o 21680 Officia] Gazette 544 gMamh 16, 1954),

. %688 Official Gazette 627 (Novermber 23, 1054),
©- 2% Bees, 36 and-36 of the Patents Act, 1945,
© ¥ Bec 14 of the Pa.tent Act of 1936, - -




111 DEDICATION AND COMPULSORY LICENSING OF
..GOVERNMENT-OWNED PATENTS

'-'-'*Bﬂls prowdmg for the: hcensmg of’ Govelmnenl. patents have viried:

Arom those merely atlhorizing specific” agencies to license to those -

requiring -the compulsory licensing of patents. A tistory of these
proposals will be presented here, but as these bills are closely related”

_to the field of Government' assistance to mventlon and research only = .-

_the hcensm(r aspects will be dlscussed o

- A. LiceNsiNg BY FEDERAL TRADE OOMMISSION

1.8 5265 (65th Coug.), Janusry 2, 1919, Kirby; H. R.'14944 (65th . .

Cong.), January 23 1919 Charles B Smlth S. 3223 (66th Cong.),
October 14, 1919, Norris; H. R. 9932 (66th Cong.), October 14,
1919, Noian H. R. 11984: (661;11 Cong) January 22, 1920 Nola,n

. Provisions

The bills proﬁded for the hcensmg of Government patents by the"

B . Faderal Trade Commission. - Section 1 Of the first four bills rea,d:

That. the. Federal Trade Oomm1sswn be, and hereby s, -
.- authorized and empowered to accept ass1gnment of, or license ‘
under, to develop, to issue or refuse to issue Ticenses under, to. .
| encouragé the industrial use and application of, and otherwise IR
" to ‘administer, on behalf of the United States under such .
. regulations and in stch manner as the President shall pre- . =~
scribe, inventions, patents, and patent rights which said -~ -
. commission deems it to the' advantage of the public to beso -
“accepted, as these may from time to time.be tendered it by
§ employees of the various departments or other establish- -
~ ments of the Government, or by other individuals or agencies;" -
- and to cooperate, as necessny may arise, with scientific or' =~ -
. ‘other agencies of the Government in the dlscha,rge of the, -
~ duties herein set out. ‘

"The Federal Trade Commission was to turn over the fees a,nd roya.ltles'"“ L
‘from the licenses to the Treasury, and pa'rt of this money was to. be Gl

":7- used o pay inventoss for their patents..

b Legislative action =~
(1) Hearings on S. 5265 28—Hea,rmgs were held on S 5265 before':- '

- ’. the Committes on Patents on January 27 and 28, 1919.  The testi: =

_ mﬁny was favorable to the proposal ’I‘he more mlporta.nt statements s :
. follow: - . -
CwnFdward S Rogers a,ttorney atlaw, Ohmago represenﬁmg the Federa.l- :
- Trade Commission, favored the bill. ITe pomted out that there was

* 21 The legislative history of sther aspects of Government assistance to-fnvéntion snd research are consnd- g

. ered in-a separate report undey preparstion by the Legislative Reference S8erviee, Library of Congress, for. .
+the: Patents -Subcommittee of the Senate Committes on- the J'ud.{elary Legmlatwe Referencs Serviee, "
Government Asgistance to Invention and Resesrch, Study No, —, Senate Subcommitted on I—‘atents. .

'I‘rade.marks and Copyrights, 85th Cong., 2d sess. (1958)

|- - 28.Zenate - Committes on Patents, hearlngs * x4 on S, 5066, * * * 5066, a bill amemiing AR ths- o
: act of March 3, 1883, and S. 5260, & bill anthorizing the Fedéral Trade Commission to accoptand administer: - - - ,
for thiy benefit of the public and encowragement of industry, Inventions, patents, and pateut rights, and” - LT

for other purposes (1919), 36 pages. a1
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no standa.rd procedure for deahng with Government patents and & as &
“result the public was not gettmg maxnnum use from them. He
stated

Some bureaus perlmtted 1nvent10ns developed - thelr SR
'servme “to be patented. by the inventor and then required . .
- - that the patent be dedicated to the public, which did not - = -
- result in.any benefit to-anybody. Some of the bureaus : -
"' forbade. the patenting, but permitted the inventor to read a. ..~
" paper before some scientific body, or publish the results of
. his research in an-official bulletin and get what meager satis-.. - = -
... faction he could out of recognition of that sort... Some of the ..
.-~ other bureaus permitted a.patent to be taken by the inventor .
- on condition that the Government would be licensed and .
" allowed the inventor to make what money he could on the.. = "~
- outside, There was no uniformity about it, and there is not. . - -
% mow any uniformity about it. ‘The pubhc is not getting.all ™~ -
. benefit from the result of the work that is being done in the - -
- “Government, service,- some of: Whmh is exceedmgly useful
- (pp, 48, at 4. T
o Experlence has shown that the dedlcatlon of pa,tents and e
- publications of inventions without patent.is the surest way -
“to kill them, hecause | inany of these things require some com- .~
© - 'mercidl development and no sane businessman is going to - .
-~ put money into- 2 New thmg mthout s0me measure of pro-. -
‘teetion (p. 5).

s The Federal Trade Commwsmn had been chosen for the adtmmstx atxonz L
. of the licensing as it had had similar experience under seetlon 10 of o
- the Tradmg With the Enemy Act during the war.
w0 Frederick G. Cottrell, Bureau of Mines, felt that the bill was a good o
.. and necessary one and that it would not impose too great a task on the - . -
. Federal Trade. Commission since the number of Government patente_gi:_" g
was “relatively small” (pp. 9- -13). o
S James T Newton Commmmoner of Patents fa.vored the 'b111 and',___; T

o stated ‘ ‘ : )

- There are. other people sclentlﬁc ‘mer, who ha,ve a pre]u-

L dIGB against taking out patents at all, and itis the object of
7. this bill to let those men simply have t.he patent to a valuable
s ;',mventlon and assign it over to the Federal Trade Commis-
. sion to be administered for the benefit. of the Government
“ and for the benefit of the inventor also (pp. 15-17, at 16).

Sl E B. Rosa, Chief Assmtant Bureau of Standards - (pp 17~21) , a,ndh'
S Thomas Ewmg, Aformer boxn,lnlssmnel of Patents (pp. 21-22), were in -
s 'fa,vor of the bill although Mr. EW]ng offered several minor a.mendments

S (2) Action taken on S. 5265.—S. 5265 was reported to the Senate-, :
. '.on February 24, 1919, by- Senator Kirby who' explained the’ purpose'
- of the bill. “No &Ct-lOD. was taken. (57 Congressional Record, 4148):

(3): Hearings.on . R..14944.5~The: hearings.on-H. R:-14944 wer. :

1d: before.:the. House: Commmtee -on Patents on:January. “?_"Z. qu

.,‘

R Higuse Comuittes on Paten[:s hearmgs on: H B 14944 an act authonzmg ‘the Federa.l Hrade Com
-xirission to ageept and administer for the bensfit of the pubhc and the eneouragement of industry, inven
tions, patents, -and patent rights and for other purposes (1919), 51 pages ER
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-_ The Lebb}_mony was sumlel te thet gwen on' 8. oZ(‘m as ma,uy oi' Lhe,_' o
\ -Same persons testified. Importent sta.tements 1ncluded the followmg.;. e

Eafward S. Rogers:

Indeed; I don't see how there ean be any serious objectmn
to it The purpose is to have merely an enabling act. . The
matter of technical and detailed a.dlmmstratwn will have
be worked out later; but the present situstion is'réally acite
. * * * Thatis to say, much has heen developed dlumg the’

¢ ‘war tha.t will bave a far-reaching peacetime use, and as de- .

' mobilization goes on further a g.reat deal of t.hls 1s n danger

of being lost {pp. 3-11, at 8). ‘

Fredemck . Cotirell:

-1 think the’ fundemental argument there is thet atb presenﬁ-:- v
' we have no means.of any control whatever of the patents that . - .
are developed in the Government service, and that any - -
- attempt to allow individual employees to simply go out and -
" .license their patents as individuals is more dangerous than -
* - putting them through & definite. channel of thIS kmd that wﬂl o
* be standardized (pp. 24-33, at: 27).- . :

' In answermg the question as to- Whethel there m1gh’5 be-an opp01- "L
e tumty to give large advantages to certain eorporatlons throuOh the,,_;
© = patent licensing, Dr. Cottrell replied: - ; '

_ I think not, because my’ feehnv is that this Whole thing is
80 directly open to publie. emmmetlon and check and control
“that it is not 11kely that anythmg of that kmd Would develop

(p.27). :
e Dr (. L. Alsberg, Ohlef of the Bmeeu of Chemlstry, Depal tment of .
e Agrlculture favored the bill (pp. 37-38, 44-46). : :

CL(8) Action taken on H. R.14944.—H. R. 14944 was reported fo. the D
_ House on March 3, 1919.  The report * urged passage of the bill for: . -
" geven’ Teasons, The two. Whlch were the M08t Jmportant for the" v
e present dlscussmn were: : S

 There is no fixed or general pohcy dea]mg with mvenmons-
and. patents. developed..by - Government .employees. in the.
. course.or as a result of their-offieial duties, and consequently
+Do governmental administrative. meo]:unery for translating
. _such inventions and patents-into actual public service. "
There is no way at present by which patentees in.or outside--
- the' Government service can. dedicate their patents to.the ;..
.. public with the assurance thatthe. .public will reap the full: . " ,
. benefit therefrom because an.invention covered by a patent '
i+ 0 g0 dedicated does not interest capital, and becanse it may be--.
s exchuded from publlc use by patents subsequently ta,ken out; Do
. by others.

. 7K Jotter of Presidentlel apploval Was mcluded m the repmt
eport also pointed ont: _ -

" As it is mevely an. enabhng act 1t Wlll be. selfwelnmnatmg
lf found - meraetmabie becaunge, in’ that case, 1o furthel

g Invantmns, Patents and Patent RIghts, H Rept 116410 accompany H R 14044, March 3, 1919

The
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patents will be oﬁered the I‘ederal Trade Commlssmn ‘_.“If.

" for assignment.”
No further sction was taken on H. R 14944

U (5)-Hearings on S. 8223 and H. R. 9932.—Joint hearings were held
«wm-these bills on. November'5, 1919;* but most of the statements were

given -by those who had- ‘testified during the earlier heatings. - In’

iexplammg the value of exclusive licenses, Frederick &, Cotirell argued:

.+ 'The idea is to give “sufficient ‘protection to effect the
development of the invention by limiting the licensing to
what would 1nsure & fen" retlirn for ‘rhe capital expended

(p. 8).

A further hearing was held on S. 3223 and H. R. 9932 before the:;
Senate Committee on Patents on January 23 1920 2 Dy, And'rew L

Stewart Bureau of Mines; stated:

But- it is under the discretion of the Pr931dent end that -

"~ is the reason why we made that provision in the bill, i ‘order
- that it shall be as elastic. as possible; because this is an ex-
- ‘periment in economic research, and the measure should have

-every possible safeguard * * * But—and here is & “bigger- -

7+ safeguard—this thing is entirely open to-public inspection . -

and eriticism. - And, furthermore, the Federal Trade Com- . .
Tnission will be under the aye of every department and -
burean that intrusts its patents to.it. If they do not carry
-out the provisions of this measure wisely, no more patents
will be forthcoming and that will be the end of it * * *

" The strongest point in this bill is that it is not mandatory;
* it is purely permissive (pp. 3-15, at 6 and 7. .

“The testimony on the bills'was all favorable.

(6) Action taken on S. 8228 and H. R. 9933. —$. 3223 was repmted

- favorably from committee on Janusry 31, 1920, by Senator Norris. -

‘The report *¥ included a broadening amendment ‘whereby the- Federa,l - g

Trade Commission was empowered to aceept “other rights or powers”’
in addition to “assignment, of, or license.” The report was almost

" identical to- House Report 1169 on H. R. 14944 (65th Cong)) but it~ "

" included a letter of approval from Franklin K. Lane, Secretary of the =
Interior. Later on February 3, 1920, H. R. 9932 was reported from =
- the House Committee on: Patents in"a report * identical fo that-on -
- 8:-3223. Subsequent action was lirnited to S.. 3223, however a,nd: L

‘mo further action was taken on H., R. 9932.

=" -On February 4, 1920, Senator Norris explamed the provisions of.f v
- 5.-3223 before the Senate. ITe mentioned the- approva ‘of the bill: < -

ﬁrst. by the President of the United States second, by the
Oommlssmner of Patents, by the Secrétary of the Intermr by -
. the Bureau of Mines, and by all the other scientific bureaus

»Pederal Trade Comimnissfon. to accopt and admmist.ar for.the benefit of the public and tha eneouragement
egf industry, inventlons, patents, and patent rights, and for other purpoges-(1919), 41 pages. ]

122 GenateGommitteson:Pajents,;-hearing:on 8::3223.and H:-R..9982,. o hill. anfhorizing.the, Hederal Tra
+Commission to acceps and a ster for the beneﬁt of the public and the eneouragement of mdus ¥,
. ) " ventlons, patents,and patent rights, and for other purposes (1920),.15 pagos,

. -# Authorlzing the Federal Trade Commission o Aecept Inveutions zmd Patents, B. Rept 405 to aecom-_- -

zpany 8.'3223, January 31, 192

i Senate snd House Joint Patent: ‘Committee, hearings on §. 3223-and H. R. 9032, an sct authorizing the a

Admlnistralion u[ Patents by the I‘ederal Trade Commmsion, H Rept 595 to aeeompamr H R. 9932. >

Febmary 3;.1920.
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oo and depa,rtments of the: Government [He pomted out that]' AR SR
V.0 the employees who: would. be affected: for ‘the most part are - .
<~ employess- engaged: in chemical - work, . employees in the .. ."

.+ - Bureau of- Standards and in:the Bureauw of Mines doing work-. .-
- of g scientific nature (59 OOngressmna,i Record 2430)

‘Sena,tor Reed Smoot ‘objected  thit ‘the' Secretary ot the “Trterio
“vatlier’ than; the Federal: Trade: Commission should: adiminister the

.. ‘patents (59 Congressional: Record 2430). .On March 22,.1920, after = . =
.. % short dlseusswn 3. 3223 was pessed by the Senate (59 Cengressmnal_- Lo
- Record 4682).- ¢ .

C 8. 3223 was reported f&vora,bly from t,he House Commlttee on
. Patents on. May 12, 1920, in & report * identical to Senate Report 405
- (66th Cong.). - No' further action was taken on-8. 3223, but as indi-
cated below, its provisions were incorporated into H. R. 11984 and-
_ became the sub]ect of further debate and actioen.

(D Action taken on H. R. 11984 —On March 5, 1920, H K. 11984—
dealng with the Patent Office, had passed the Touse of Represent- O
‘atives and was before the- Senate Committee on Patents, That coms=

. mittee proceeded: to insert therein as section 10 of the bill, the provi- = &
- “sions of 8:3223 and in this amended form reported the bill favorably ~ ~ .

. on May-18, 1920. 'The report * on section 10 WhE praetlcally 1dent1ca,l‘

- to Senate Report 4056 on 5. 3223.

. “'SBection 10:-of H. R. 11984 was debated in the Serate on June :

1920 (59 Congressional Record 8484-8486). Senator Smoot ob]ecteti
©to the provision perioitting persons not Government employees:. to -, -
~assign their patents to the Federal Trade Commission. .Senator
" Charles S: Thomas was very much opposed to.section 10. “He stated

I may be mistaken, but my opinion is that under the -
- operation of this proposed law the Federal Trade Commis-
" gsion will ‘be transformed from a- sem1]udrelal body into an
" -administrative bureau, and its time will be practically.
" monopolized' by ‘its. a,dmmlstratlon of a new patent system -
. of which the Government is to be the owner (p. 8485). .
~ .~ The man, however, Whose patent is not accepted by the T
. public is rhqoontented he is: unhappy; he believes that.the .. .
... ‘merits of the invention are’ being 1gnored; possibly it is.. . ..
.~ &ubject to obstruction; that, whatever the reason, it has not - '
. had a fair chance. “Under this bill, therefore, he will Fush -
- to the Federal Trade Commission, 1epresenbmg the Govern=-""
+ment, to make. an assignment of his patent and then insist
upon "the issuance of. licenses, doubtless encouraging men.to ...
apply for such licenses, since the bill provides that he shall =~ "¢
have a proportion, to be fixed. by rules and regulations, of _
* " the income derived by the Government under the. pa,tent e
~gystem (p. 8485).

2+ The patent licensing section was amended in the Senate omrttmg SN '

. the exphelt right of the Federal Trade Commission to-‘“refuse to issus .
S licenses.”™ “H. R. 11984 was psssed by-tlie Umted Stetes Senat.e on_ R

S i‘;’-jJune 4, 1920 {59 Congressional Record 8490); . , T

TN Admrmstratlon of FPatents by the Federal: Trade Comumission, H. Rept 970- to aceompany B 3223, .

. _1, May 13, 1920.
e Increase of Foree and Sa]aries in Patent Office, 5. Rept. 596 to aeeompany H.E. 11984, May 18 1920
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= '-{The Committee 'on Patents: of the House of- Representatlves con- -
sidered the revised H: R, 11984, and on December 9,-1920, it reported -
- thiat it was opposed to-the: Senate amendments and -desired & confer- ~ L
-~ ence.¥ The bill 'was then referred to a conference’ committee which: - 7
- -, agreed on a section very similar to that passed. by the: Sen&te #® See-:”
©.tion.11 {formerly see. 10) read as follows . F

- That.the Federal Trade Comm1551on be, and hereby is, e
authorized -and empowered to accept asmgnment of, on~ i
«-behalf of the United States, under such: regulations and in- 7. -
such manner as the President shall prescribe, inventions, | .
patents, and patentrights which said comimission deems it to. ¢
the advantage of the public to'be so accepted, as thése may -
...from: time .to time be tendered:it by employees * *.* of .7
+:= the Government * * * and fo. cooperate, as necessity may
' grise, with scientific or other agencies of the Government in. .. =~ .
..~ the dlscha,lge of the duties herein set out, and the Federal
" Trade Commission is hereby authorized and empowered to
.. license and_collect fees and royalties for licensing said inven-. .
. _tions, patents, and patent rights in such amounts and in .. = -
~such manner as the President shall direct * * * Provided, .~
.. That nothing herein shall be.construed to give to said com-
7 ‘mission or any other governmental agency any suthority tol...0 - "
. engelge in the manufacture of any such mventmn or, patented S
‘article - N

Employees of the Patent Oﬁice were excluded flOIIl the prowsmn of
.seetlo:u 11. ¥
- The ‘conference report -was debated in the House on February 15 S
. a,nd 16, 1921 (60 Congressional Record 3228~"3230 3264—3269) The e
most mgnlﬁca,nt arguments follow: -

- Congressman John I. Nolan:

There has been 2 good deal of oppasition to this par’meul&r C
7 section.. Some very. influential gentlemen appeared before = .-
- the conferees fearful of ‘the consequences of it. The con-. - ..
... ferees figured, however, that the ‘Government of the United
“States and the people’ ‘of the United States are entitled o
somie consideration as far as petents that we.are respon51ble- PP
- for are concerned (p. 3229). : . ’

Congressm@n Schuyler Merritt:

: T do not thirik that When & Tan goes mto the Government R
: employ he should assign all his rights in an invention which - -
- "is"the production of his brain and his work any more than o™

T .20 ‘man 'who goes into the Government employ and: who writes a-.

: book should assign the copyrlght of that hook to the Umted
States (p 3264). S
* but what I say s, if’ this bill is passed 1t Wll]. pub o
hose powers in the hands.of the Federal Trade Commission,
nd mewta,bly, when ‘they get those powers; like évery other‘
“commission; they-will-want-to- exeéreise: +hem, anﬂ ‘they swibles
e ’I‘o “Tnerease Forcs-and Salaries in thé Patent Office and to Authorize the Federal Trade: Gommxssm ;
“to Aceept and Administer, for the Benefit of the Public and Encouragement of Indusiry, Inventions;
: {alts%ts, and Patent Rights; and for Othetr Purposes, IL. Rept 111540 Meompany H. R 11'?34, 'Dm?mher ;

- ¥ Conferenea raport on hijl for ingreasa of foree in Patent Office, S Duc 379, Februarv 9. 1921 anﬂ H
: Rept 1294 to acmmpany H R. 11984, February 4, 1921 X

oL o,
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thmk they know more: ebout hew thmgs should be done then
. any manufeeturer or inventor (p 3264) :

To]lowmg the ‘debate ‘ori February 186, 1921 the H _se agreed to the- R
* conference report (p. 3260). '
Debate on theconference report in the Sene.te was heid on Feblua.r
1;-1921.-(60--Congressional-Record: 8535-3539): -+ SenatorJames-A
‘Reed, in pasticular, objected to the: ‘provisions of the bill; as he thought:
that no burdens of-this kind should be ‘placed on the "President and - -
" ‘that the Fedéral Trade Conmission was Incompetent to carry out . .
- "the licensing. Senator Reed opposed the principle of- government’-' e
.. licensing as an aggrandizement of government power. There wasno. . ..~
" vote on the report in the Senate, however as the tlme remammg in-o oo
; the session was too short. :

K

. B. LICENSING BY INTERDEPARTMENTAL PATENTS BOARD

1 ‘8. 2387 (68th Cong.), _February 7, 1924, Emst H. R, 7273 (ﬁgth_: L
- Cong.), I‘ebruery 20, 1924 La,mpelt S
. Promswns ' S
: \ The :bills- prov1ded that the Premdent would estabhsh an Interde- L
- partmental Patents Board.- consisting of members of the various-Gov- * " -
CL ernment departments and agencies. This Board was then empowered

" to issue nonexclusive licenses undel patents owned by the, ~ .
United States to such individuals, firms, or corporations, ~*
and on such terms ag may in the said. boerd’s judgment be "
in the public interest * * * (see 2)

b Actzon takefn
' None )

O LICENSI\TG BY THE PRDSIDENT

1 S. 4360 (69th Cong) May 26, 1926, Wadsworth; H. R ‘12412 (Sgth_"
=27 Cong.), May 25, 1926, Morm S. 2162 (70th Cong ), January 4, " -
1928, Metcelf . R. 6105 (70th Oong), December 7, 1927, Vestal

LA “Provisions
O The bills prevrded

"That-the: President is- hereby empowered fo- issue- hcenses "
wider patents owned by the United States tosuch individ- =

- ualg, firms, or corporations, and on such: terms and cond1t1ons S
as he may Ey reguletlon estahblish to be i in the pubhc . oo
‘terest. * -

The licensing wasg to be effectod by a commission of the Seeretary of
“War, the Secretary of the Navy, and the Secretary of Cemmeree
The money from the 11censes was td:be’ pmd to the Treesury R

L b  Legislative. actwn ,

(1) Action taken on S 436‘0 —-’\Tone : R S e

" (2) Hearings and action taken on I R. 1241 2. 39—Hea;rmgs on H R'/'
12412 ‘were held before the Comm1ttee on Patents on June, 18, 1926..._:. s
THe significant testimony follows: " :

~Col. Joséph I. McMullen, Judge. Advocete “War Depertment st&ted-‘
“that the Bureau of the Budget and the War Department were béhind- " -

- # House Commilttes on Patonts, Tiearings oii . R 12412, 3 bl to atithorze the liinsleg of pa.tents ewned SR
3 by the Umted Stabes (1926), 23 pages: . . X o
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‘the dra.ftmg -of:: the bl The Government ha.d hcenses on a,bout i}
130,000 patents,.and it-owned over a thousand patents, so that-the ;‘"

e need for the bill “was great. Colonel: McMullen -felt that it.was “. .

*“negessary. to_give certain “monopoly rights’ to those who.developed -

 the- patents but he thought that exclusive licenses. should be granted” .

R ((Jnly in special instances a,nd t.hen only with Presidential approva,l '
. (pp. 1-9).

~Pickens Neagle, Office of the Judge Advoca.te ‘General, N&vy De-
-+ partment, stated that the Navy Department had few patents for ...

" peacetime use and that in licensing its important radio patents the - - -
- Department followed the policy of exchanging its licenses for the &
licenses of private manufacturers: .In response .to the .question
" whather “the Navy Department has been opposed to any legislation of
" this character,”’. Mr. Neagle indicated that it had been “on the basis =
of ‘the . patents that the Navy Department owns and knows about’ - .
(pp. 1-22, at 18). He felt that the Government should be able o

.. issue exclusive licenses, but it should have “some control”. of. the
‘ ma,nufacturer 8 price (p 14).

o Thomas E. Robertson, Comnnssmner of Patents, a,fter statmg that
- “the Patent Office has no direct or indirect interest in this matter”

_ (pp.22-23, at'22), pointed out that if there were no action soon on the

. licensing proposal many of the Government patents would,expire..
~:He included in his testimony a letter from. Herbert Hoover, Secreta,ry
_of Commerce, who favored the bill..

S - (3). Action taken on 8. 2162 and H. R. 6105. —None

2. H.R.12695 (T0th Cong.), April 4, 1928, Vestal; S. 415 (715t Cong),_
; April 22 1929, Reed; 0 Rr. 1932 (7151: Cong) April 24, 1929
Vestal; H: R. 8984 (72d Cong.), February 8, 1932, Sirovich

lf'a Provisions
The bills provided:

That under such regulations as the Pres1dent may ple—
© scribe, licenses under patents or applications for patents e
: owned by the United States may be issued to individuals, .. = -
oo 7 firmg, or cor%ora,tlons upon such terms and conditions astay
Ll best- serve. the public: interest: Provided, That no exclusive - .
"+ o licenses under said patents and apphcatmns for patents shall ‘
be valid unless approved by the President * *-

' The money received from the hcenses was to go to the Treasmy

_ “.b. Leg't,slatwe action e
Lo (1) Action taken on H. R, 12695, —On Aprﬂ 12, 1928, the Commmtee-
o onsPatents reported II. R. 12695 to the House. The report ¥ mged
. passage of the bill; stating that during the war the Government had
- taken up much research and that it. ought to develop these inventions.

in accordance With-the purposes.of article 1, section'8, of the Constitu- "

' lic - the -1t was felt b the AttorneybGeneral

i . T bt

s power shiould bs prowded forin tegislation: P
. ‘Agriculture, Commerce, War, and Navy owned the most, patents but.-
-~ the :bill had the “approval” of all Government. departments The- {

"7 9 Anthorlze Licensing of Patent;s Owned by United btates, H, Rept 12,45 to acwmpzmy H. ‘R. 1269:;, :
_.Aprn 12, 1928, . -
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s report then went on. to say that’ although t.he bﬂl Would brmg revenus -
" to the Governiment; the impertant purpose: W&S the pubhc use’ of the
vitivention.  The commmtee explained: i .

The Government does niot itself manufacture for sale or-'. :
disposition -the devices covered by patents which it owns =
exeept for Governnient use. Tf it grants-no-liconse under-the
“patents owned by it the invention is  practically buried and'
. ungvailable for t,he life of the patent, the public is deprived.
. of the advantage of the invention, and so the object of the.
© . constitutional provision is substautm,lly nullified or-evaded. "~
~ with no_consequent .advantage to the Government but dis-~-~ "
* tinct loss, because of the greater cost of the restricted article =~ =~ -
~ both to the (Government and eventually the public; because, ==~
" the wider the field and the greater the production, the “
- cheaper the article which has beent the history of mdustry'
~well known to all.

On May 28, 1928, I R. 12695 was taken from the Consent Calendar""..'
- !_'a.nd considered in the House. Congressman Florello H. LaGua,rdla{ ‘
- :proposed an amendment:

- And provided further, That rights are reserved to.the Umted R
States 'to manufacture, produce, or acquire: any .article’ '_ T
covered by said patents Wlthout the payment of royalty or

" other fee.

" _The bill with the amendment was passed by the House of Repre—-_" o
7. sentatives on the same day (69 Congressional Record 10388).
/" 'The Senats Committes on Patents them considered the bill and; -
- gubmitted a report * to the Senate on January 14, 1929. The report T
_“quoted a statement from Dwight Davis, Secretacry of Waz:

. The-present powers of the President to issue nonexclusive - - T
revocable licenses under patents is not adequaté to meet -~
this situation, as mno mdustry would deem it prudent to.
make any substantial investment for the manufacture.of a
* ‘patented article unless assured that its patent rights were -
irrevocable ‘and ‘also that its competitors would - not be .
" granted similar powers as to the same patent, ' This means © .- " |
""that the licenses issted to. mdustries Should be exciuswe a,nd. R
“irrevocable. .

R The remainder of the report was snmla.r to House Reporb 1245 01
H.R. 12695:
- On'January 26, 1929 there was & bl‘lef dlscussmn in the Sena,te oi“ AR
e H . 12695 (70 C‘onglesslonal Record 2282 83), but no action Was. o
" taken.. R
@) Action taken on S 415 and H. R. 1932.—None. - R
. % (8 Report on H. R. 8984.#—The House Committee on. Patents'-"
o .1ssued a favorable report on H R 8984 (72d Cong) on June 20, 1932 o
-1 The report stated: -
I & there were authomty ‘of law for the issue of an excluswe
license for the manufacture of artlcles under & Government- .

:‘ . . HLiceusl.ngol Patents Owned by United States; 8. Rept. 1447 to accompany H., R. 12695 ;Tanuary 14 1098, ..
o # Licansmg of Paténts Owned by United States, H Rept 1671 to accompany E R. 8984 J une 20, 1932 .
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owned patent, prwate mdustnes Wou.ld be Wa,rranted in set—_. SRR

SR "tmg up ‘plants for-their general. production, thus: extending .
"1 “to the public a benefit not'now available and-at the same . .~

. time providing facilities for increased productlon for use, of .

“the Government in‘cése of emeérgency, ' '

No further actlon was taken:on H. R. 8984; 7 Lo _
3 H. R 16570 (70th Gong) Jenuary 24 1929 Vesta,l _'

T, Promszons SR
Sectlon 4 of the bxll prov1ded e . .
The President is authorized to sell or hcense on sueh terms K
- and conditions as he may prescribe any invention or patent,
- or application for patent or other transferable patent interest
~owned by the United States,” when in his judgment the =~ . .~
= interests of the Government and the pubhc may be best B
- -served: thereby. - et

R -‘ The money from the 110enses was to go mto a patent fund a,t the g
L ;_Trea,sury . e
b Action. takm |
by Noﬁe

D LICD\TSI\IG THROUGH INDIVIDUAL AGE‘\ICIES

1. I—I R 6901 (77th Oong) Apnlﬁ 1942 Kmmer o
E Pmmseons . R
. "The bill provided for the l1cens1ng of Government petents through L
- the individual agencies, stating:. :

~Sec. 4, Under such regulations as the Premdent of the:. I
Umted States may prescnbe-ﬂ— ; S
..~ (a) Licenses under’ inventions -or patents in’ Whlch thef
- United States-has or may hereafter acquire licensable rights .. - = °
- may be. issued by the head of the agency. controlling. said ... ... =
_--rights to any person or-persons, except: officers or employees ~ - = . -
- of the United States, upon such teérms and condifions, includ-" - " 70
“ing the grantmg of exeluswe rxghts as may. best serve the Lol
.- public interest * o

-_Informa,tlon on the Government pa,tents and hcenses was to be: fur-'_' - \"-_::
- nisheéd by the Government agenmes for & reglster in the Umted Sta,tes, o
P Patent Office - {sec. 4 (b), o) . , :

ii-'-”b Aetion taken -

e None

OFFICE OF Scm\mmc AND TDCHNICAL N{OBILIZA’I‘ION'

,,sf'. 705 (78}1 Co

Q. Promswns

. The bills set up ‘an’ Ofﬁce of- Sclent.lﬁc and Techmcal Mobﬂlze,ti
‘and epemﬁed the orga.mzetlon and’ the dutles of the Ofﬁce Section
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. granted exclusive power over hcensmg all Grovernment p&tents to the :

» Office of Sclentlﬁc and Technical Mobilization, statmg

Sec. 7. (a) Any provision of law to the contrary notml;h_ S
standing, the Office is hereby vested with the exclusive right . -

..(1) any . invention, discovery, patent,.or patent right which.
~ has heretofore resulted or shall hereafterlesult from research
ot invention for the carrying on of which the United States or: -
“gny department, agency or establishment thereof either has
heretofore contributed at any time since the declaration of -

national emergency on May 27, 1941, or shall hereafter con- . . - T

. tribute any money, credit, . phvsmal facﬂmes, or personnel; .
-and (2) any invention, discovery, patent, or patent rlght _
which1s * * * or shall hereafter become, to any extent the - =
sproperty of the United States or of any department agency,

e or estabhshment thereof.

- Section 7 (b) provided that the Office could then grant, “nonexelumve
‘licenses to the departments and other agencies of the Government.

LwSection 7 (¢) gave to the Office the general power over.. gra,ntmg
" licenses to those outside the Government:

The Office is authorized to grant to others * £ % g non:;

" exclusive license to use any invention, discovery, patent, or.
patent right * * * . Proinded, (1) That no such license shall
bé granted unless the Admlmstrator shall first be’satisfied, -
and shall find that no monopo 1y monopolistic practice, or:
unfair competitive advantage will be promoted thereby * S

_'The Office was to determine the terms of Lhe licenses and the fees

b. Legislative action

(1) Hearings and action taken on S, 702, 43-——Hearmgs on S, 702 were
held before the Subcommittee on Scientific and Technical Mobiliza-.

- tion and then later before the Subcommittee on War Mobilization of’
-~ the Committee on Military Affairs from March 30, 1943, to May 10,
: __.1944 Most of the witnesses considered the monopoly s1tuat10ne :
vatious industries, and little of the testimony related specifically ‘to. .. -
“section 7 of the b111 ‘The relevant test1mony given on the: patent: -

: prov1smns follows:

. Thurman Arnold, judge of the’ United States Court of: Appeals and.
-, fotiner Assistant Attorney General in charge of the Antitrust, Division, -
- favored the licensing proposals since the granting of nonexciuswe-}. T
llcenses would help small firms (pp. 8-28).

William Stiz Wasserman, investment benker Philadelphia, felt.- .

- Lhet if the Government spenL money for rceeaxch there was o
" “reason why the invention shouldn’s be “thrown open. o, &11 comm~"
r.penles” {pp. 103-109, at 108). B

Henry A. Wallaee, Vice President of the United Stetes

Every business and institution should have full access to
. all patents and research findings which have been developed
: at Government ¢ expense (pp. 703-7 11 at 708)

. 4 Senate Oormmittee on Military Affalrs, hearmgs on 8. 702, a bﬂ] to mob}.hze the scientiﬂc and teehnleal -

_# rosourees of the, Nation, to establish an Office of Seientifle and TPecbrnical 1 WIohihzut-lon, and for other pur-
-, 'poses (1043-44), 1,728 pages. )

.10, use, and with the. exclusive right to. hcense.e.other_s BOLUSE, s
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Tew Wendell Berge, Assistant Attorney General of the Umted St&tes N
B presented many exhibits showing the existence of cartels.(pp. 713- 770 o
- 959-980, 1047-1063, 1117-1138, 1349-1379) . and ‘“the abuses which : -
. may be’ committed in the name of privately subsidized nonprofit
. ~research foundations” (p. 740).. He was very much opposed to .
L monopohstm practices and approved of 8. 702, although be did not
.~ discuss its specxﬁc provlsmns No further a,etlon was ta.ken on S 7 02

(2) Actwn taken on H R. 2100. ——None

F LICENSING THROUGH DEPARTMENT oF OOMMERCE
. S, 1248 (79th Cong. ), July 9, 1945 Fulbnght

e Promswns

. The bill est&bhshed a Bureau of Sment]ﬁc Research in the Depart—. ‘ .-
_ment of Commerce, Inventions submitted to this Bureau for develop- = -
- ment would be subject to the licensing provisions of section 6:

Sec. 6. (a) Any person, corpora,mon or-other orgamzatlon':-, S
: iedemrmg to use any invention, product, or process, which s
. developed under the provisions of this Act, shaﬂ upon .-
© proper application, * * * begranted, without further 11m1ta- s
tion, & nonexclusive license for the utilization of such inven-
tlon product; or process for such periods of time as the
Admmlstra,tor deems advisable; Provided, however, That the:
N Buresu shall refuse to grant a license to, or shall revoke the :
v, o license of, any apphcant upoir a report in ertmg madebythe = |
' ' Department of Justice to the Administrator that the granting” -
of such license, or operation under:such license, will tend to . ©
promote or result in a monopoly or a practice Whleh isin re~ -
straint of trade within the purview of the antitrust laws. .

T The Bureau could set: royaltles gnd COuld dec]are an 1nvent10n secret; _
- for security reasons. : : : _ '
b Hearings % T .
" Hearings were held on S.-1248 before a subcomm1ttee of the Com
ST mlttee on Commerce from Deécember 12 to 14; 1945. Senator Pyl " -
~ bright amended his bill to provide for the creation of an Officerof -
“ Technical Services in the Department of Commerce rather than a
- Buredu of Scientific Research.  The qualification that a lcensg would
" 'not be granted if it would aid the growth of monopoly was’ ormtted. .

- {rom: the bill, and the Secretary of Commerce could issue licenses “on’” .
.8 Inore excluswe basis,” if no licenses were granted in the ﬁrst. ye.ar S
" “The more important . testlmony on the rev1sed patent prowsmns of\
S.1248 follows: S

) Henr’y A. Wallace, Secret.&ry of Commerce

The setting up of a central Government. clearmghouse and
' disseminating agency for Government-controlled patents will-
‘do-much to place into’ productive use-technical: mforma.tlon
“which is-already publle -property-{pp:= 14222, 4418

© 4 Senate Committee on Com.merce, hearlngs on 8. 1248 a b[]l to establ[sh an Ofﬁee of Tec!mical Servioes.'
N -and for other purposes (1946) 112 pages : S ; ; : i
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“Dr. 8. B, Fracke, Reseerch Coordmator Agnculturel Resea,rchl' < -;.

Adlmmstratmn Department of Agriculture:

The Department of Agrlculture is in favor of a pohcy of
unrestricted nonexclusive licensing .of inventions developed
-4rom-federally-financed research-so-long-as such-a-policy-is-
.- effeetive-in- bringing new dxeoovanes mto use: (pp 35—-44 at

- 38).

: * Dr. Fracker felt that exclusive licenses were perm;{smble When mdustry
"+ had-to make a large investment to develop an invention, for it was
. better for the public to benefit from the mventlon than for the Office . - .

“._to grant no licenses.

R. J. Dearborn, chairman, Patents Commlt.tee of the National

" Association of Manufacturers: The association was opposed to the
" patent proposals of S. 1248 and felt that the bill might “overlap” "

the provisions of 5. 1285 (79th Cong ), a bﬂl which is discussed on_' L

page 45 (pp. 107——108)

& Reort R
-7 A further revised version of 8. 1248 was reported by the Committes -
 on-Commerce on Ja,nua.ry 29, 1946.4% . The bill provided for the
© 7 compulsory grantmg of “a royalty free nonexcluswe license (including: _
irrevocable licenses)” on patents acquired by the Secretary of Com-. .
- merce under the bill.: If “no outstanding active licenses” were granted

under a patent in the first year, the Secretary could revoke the issued
licenses and license more excluswely {sec. 7 (a)). S. 1248 also provided

"% that the Office might loan money to inventors to help in the develop-. --. o

" mment of their ideas, but only on the condition that the Government :

‘ Would receive a hcense and that the inventors would—

* grant nonexelusive licenses to any applicant therefor bearing B

reasonable: roya.ltles on any patent or patents which maybe . - .

received on said invention, product, or process, unless the
- Secretary finds that hcensmg on-a more exclusive basis is
' necessary in order that such invention, product, or process -
may be introduced into commercial use; in which case such
licenses shall be issued on such terms and conditions as the .
- Secretary shall determine * * * (gec.. 5. (b) (1) (B)) '

. _In cases where one submitting an invention wished “to make it avail= - . = .°
" “able to the public on a royalty-free basis,”’ the invention would -~ .-
" either “be dedicated to the public” or be sub]ect to the provisions -
‘of section 7 (a), (Sec. 5. (b) (2).) The Secretary could. declare any’ e
'-r..mvenmon subject to security regulations, but he had to have. the

‘‘written consent’’ of the person submlttmg the invention (sec. 7 (b)).
The Committee on Commerce favorably reported S. 1248, st&tmg

The - testimony was almost universally favorable  as

. regards both  the bill's genera.l objectives and its detailed "’

provisions as incorporated in the later drafts. The com-
“mittee found practically no opposition to the bill as a whole.

: -45 Office of Technical Bervices, 8. Rept, 908 o aeeempany 5. 1248, Jamiary 29, 1048,
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The purposes: of ‘the- blll ha,ve boen endorsed by the:© .
C}Jm tment of Commerce, the Department of Agriculture, .. !
the Smaller Wal Pla,nts Corpora,tlon .
W1thout pre]udlcmv the mtelest of any economlc group,
this act should increase the national.prosperity by encourag-
ing maximum use of war-developed and other industrial and
_commercial science and know-how. This legislation should .
also help maintain the scientific and t.echnloal preeminence. -
. of American industry which in recent years is being chal- -
‘lenged by other nations, ~American business has indicated,
-on the basis of surveys, that it needs such a service. Your"_ o
“dommittee finds that the rational mtorost reqmros it.

o -‘d PFurther action taken -
S 8. 1248 was debated in the bena,te on. Ma.rch 1, 1946, Tt was -

- ‘argued by Senators Revercomb and Taft that the prov131ons of 5. 1248
- overlapped the provisions of bills setting up a National Science
Foundation and that, therefore, all the bills should be dlsoussed

" together. Senator. Mead, on the other hand, contended:

The proposal represented by the other bills deals Wlth
basic research ancf basic science. Senate bill 1248 deals
with the application of the sciences and research work to the
-problems of today (92 Congressional Record 1818).

Nevertheless, discussion of S. 1248 was postponed (92 COngressmnaX

. ‘Record 1818-1819),

\
~'On June 29, 1946 du.rmg the dlsousslon of 8. 1850 (79th Cong)
Sen&tor Mead again dlscussed 8. 1248, He stated: - -

T am’ confident that two facts will stand out ‘during con-

_ :-slder&tlon of this bill. 'In the first place, there is no sound
~opposition to the bill; because it does not’ prejudice the

-interests of any group. In. the second place, the bill is one

«of the most useful and practical small-business measures yet

: proposed (92 Congressional Record 7937) e

' No further action was taken on S..1248.

2 ‘H. R, 6118 (79th Cong) Apri 13 1946 Prlest

i Promswns

- 'The bill was 1dentlca1 to the reported version of S 1248 (79th Cong )
" (See p- 42) :
b. Act@on taken

"~ None. = '

- Although the proposal for an Office of Techmcal Servmes W&S :‘-.:' .

- econstdered in-later leglslatlon and. ena.cted the hcensmg prowslons _
- were omltted_‘ L . :
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Gr NATIONAL RESEARCH FOUNDATION :

1 S. 1285 (79th Cong:), July 19, 1945 Magnuson

ed und

S 1285 est&bhshed a Nagl)onal Reseerch Folmdatlon Wh1ch Was' -
L .

... T'o.acquire by purchase, or. othervnse hold and dlspose of

by sale, ?ease loan, or otherwise, real and. pereonal property

- of all kinds necessary for, or result.mg from, scientific research. =

.. or scientific development without regard. to the provisions of
law relating to the acquisition,. holdlng, or d}sposmon of .
property by the United States. ;

- This section did not relate specifically to patent licensing, but it is . :
_“important to hote it here, since S. 1285 was dlscuseed in the hearmgs e

on S 1297 which is considered below

CH NATIONAL SGIENGE FOUNDATION

) 1 S 1207 (79th Cong ), July 23, 1945, Kilgore, Edwm C Johnson R

Pepper
_ 2. Promszons

S. 1297 established a National Science Foundatlon It pforfided::: L

SEc. 305. (a) The materials or eqtupment purchased. or
furnished by Federal funds in connection with research and ..
- development projects, and any invention, discovery, or --
- -finding resulting from "such federally financed pro;ects shall
be the Xn perty of the United States * * * L
(b} Any citizen, corporation, or other orga,mzatlon de-
siring to use any mventlon diseovery, or patent, which is or- -
may hereaftor become the property of .the United: ‘States,
. shall, upon proper application, in accordance with procedures L
to be established by the Foundation, be granted, without.-
" further limitation, a nonexclusive hcense for Whlch there . .
~ “shall be made no charge Provided, however That. the Foun-
- " dation shall refuse to grant a license to, or shall revoke the .  °
*"license of, any applicant upon a. ﬂﬂdmg in writing by the -~

o 'Depa,rtment of Justice that-the granting of such license will - il

tend to promote or result in & monopoly or a practice which is .
,In restraint of trade within the purview of the Sherman Act.

'_Certam patents could be declered secret.
'-,b -Hearings 4

S Hea.rmgs on 8. 1297 a,nd related bills were held from Ootober 8 to“_
“ November 2, 1945, before the Subcommittes on War Mobilization of .

the Committee on. Military Affairs. Senator Kilgore presided over:

. the hearings, which were attended by members from the subcommit- -~
“tees of the Committee on Commerce which were considering S.:1248 -

and S.1285.  (See pp. 42—45.) Befors hearing testimony on the bill,

- Senator Kllgore introduced into the hearings a revised and renumbered" L e
“version of 5. 1297, which he and Senator Megnuson proposed “Thig “ -
" 40 Senate Committes on' Mﬂitary Affairs, hearings on seience legmlation {8,:1207 and related bills); suthor--- -

J le.ng a study of the possmlhties of better mobilizing the national resourees of the United States (1945-46), .7 Lol .,
2O 1210 pages ] . ‘ _ :
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R 115 whlch esta,bhshed a National Resea.reh Founda.tlon provlded for .
" the dedication of patents rather than for the grantmg of nonexeluswe F

- 'lhcenses and omitted the antitrust qualification. - : _ oo
Pertment. prowswns of this revised bill read as follows: _ T

" 8rc. 7. (c) Bxcept as hereinafter. prowded any. 1nvent10n o
discovery, patent, patent right, or finding produced in ‘the "
- course of federa.ily financed research or developmeiit activi- -
- ties shall be the property of the United States and: sha.]l be
. freely dedicated to the public’ * * * - oL
“(d) -Any contract- made hereafter by any department or -7
agency of the Government with a private organization (other ~ -
- than a nonprofit organization) providing for federally fi- -
“o ... . nanced research or development may contain a provision: -
S s %ok % that if the Director determines that it [a particular +. 0 %0
‘- " invention, dlscovery, patent, patent right, or finding] was: .
' .substantlelly developed by such contractor without such aid,
" any provision or requirement that such invention, d_lscovery,
- . patent, patént right, or finding shall be the property of the
- United States and shall be freely dedicated to the public shall -
- be set aside or medified to such extent as the Director may
-, prescribe as being fair and equitable and consistent with the™ -7
-“.national interest. No research or development shall be au- -
thorized under a contract containing such a provision unless- -
the contracting department or agency determines that ade-
‘quate arrangements for such research or development can- = - -
- . not be made without entering into & contract centemmg such - .
" a provision. o

The President could exempt inventions necessa.ry fo:r defense from the

: - dedication provision (sec. 7 (e)). : -
oo . A summary of the l.mperta,nt testl_mony on llcensmg is glven below T
| S Irving - Langmuir, associate du'ector of the labora.tery, General' .

- -~ Electric Co.: :

T e ® 0% % of course, the Govemment a,utoma,tleaﬂy gets full' o

.. .rights under-the pa,tent to do anything it wants with it, but. - ..
" .. the point is we do not want to give all advantagés to our -

o . ~ competitors by giving all rights to the Government and then

i~ ... having them make nonexc clusive Imenses to everyone (pp

- T 2444 at 37,-38). -

O F. Kettering, president and genera,l manager, General Motors-._ s
: Research Corp. and president, American Association for the Advarice- .
ment .of Science, speaking as Chairman of the National Patent Pla,n— o
" _nlng Commmsmn stated: :

Olir recommendation on the . Government—owned petents: BT
Wa.s that a Government-owned patent—that the Govern-
. ment 18 the people, and, therefore, when the Government:
i owned the patents, if not for mﬂltary purposes, they . ought' s
to be thrown open to everybody (pp. 67-78, at-78). -

Hafeld D ;S’m?,th Dlrector of the. Bureeu of the Budget

'While I do not wish to suggest the specific extent to-which. -
Ieglslatwe provisions will be required ‘on. the subject of pat- -
"ents, it seems to me tha,t if Federal funds are to be used fcu 5

~
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the support of research the’ results ‘of such research should

- be devoted. to the genera.l ‘public “interest, ‘and ‘not to. the

.. exclusive. proﬁt of: a.ny individual or corporatlon (pp. 95«112
oAb 102y, .

Lems Q. Hmes leglsla,twe representatwe, Amerlcan Federatlon of' SO

"a;bor “urged ca,utmn =i+ the dmmmtratlon

In the case of Government ownershlp of ‘such’ patents full e .- .
information should be made available to all:with opport.umty
“for nonexclusive license (pp. 117-120, at 119). -

" Russell Sm?,th leglslatnre secretary, National Fa,rmers Umon
. favored section 305 of the original ‘S. 1297 rather than sections 7.

(o) and (d) of the amended S. 1297. He felt that Government inven- . .
' “itions should be made available to all except where m0n0poly Would. BRI
~-be alded. - He commented: - o

We cannot believe that Oongress will say that such dedlca—
“tion to° the public interest of the discoveries for which the -
pubho has paid can be set amde by any prlvate 1nterest Wh&t—- _
~ever-(pp. 120136, at 129). - B

Henry A Wallace, Sccretary of Cominerce, approved of the patent. S

prowsmns of the.amended 8. 1297 (pp. 137—159)

Dr. Vannevar Bush, Director, Office of: Scientific’ Research and
" Developinent, felt that the Government should receive patent rights
only in limited instances but that in most cases it should get royalty—
froe licenses from the patent owners. He explained :. -

You know, -Senator, T would be much' more enthusmstlc-:. ST

- about securing- patent rights for Government if I felt-that
- the United States Government utilized its patent rights well.-
after it obtained them. *:.* * when government receives' -
2 patent today in its hands, what does 1t do? It effectively .
- destroys that patent. It hcenses ordinarily, all comers at :

| no royalty, so that the effect is exactly the same as though S

no patent had been issued (pp. 199-227, at 225).

Nevertheless Dr. Bush reahzed the d&ngers of gr&ntmg exoluswe_-' R

- licenses to large firmngs.

Harold L. Ickes, Secretary of t,he Intenor favored Government'_ s
- ownership of pa.tents based on federally sponsored resedrch .and =

- thought they should be made “available to the pubhc as freely, a.nd' :

. as widely as posmble” (pp. 335-344, at 340).

- Bruce K. Broum, vice premdent in charge of development Sta,ndard -

011 Co (Endiana): .

- However, I beheve that the greatest good will be served S
'~the grea,test nuwmber of people, and that the private-enterprise .

. system will best be presel'ved if all Government-owned -
patents * * * are thrown upon the entire public without .
: any) governmental regula,tmn or restrlctlon (pp 413—426 at
419 . .
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Howlcmd H. Serqeamt Chlef D1v1510n of Patent Admlmstretmn
‘Ofﬁce of the Alien Property’ 0ustod1an

Our third conclusion is, our own experience leeds me to
'the conclusion that a Government agency will make’ the -
~most effective use of the .patent rights -under its control

-+ through the adoption of a policy of nonexclusive, royalty-
. free licensing, which is in fact, the program the Alien Property .. .
- Caustodian has been carrying on, (pp. 67 5-696, at 677),

"M Sargeant favored this pOhey since the patents belonged to the .. ..

P

people of the United States and since it would be difficult to determine ",

© = ‘a reasonable royalty rate. In distinguishing between the patent
: ._f-'proposa,ls of the two versions of S. 1297, he stated: - ‘

It would be my honest. impression, Senator Kﬂgore tha.t :
. the method of obtaining a public patent and not requiring
' a licensing procedure would be in the long run, the most
© - effective (p 690)

~ Casper W, Ooms, Commissioner of P&tents felt that ettmg patents .
* “on Glovernment inventions broughi too mueh deley %

bill proposals, he said:

The objectives: of the founda,mon reclted in both aets are '
to assure the widest possible use of the seientific knowledge
yielded by the enterprise. Patenting would restrict this use.
Any licensing plan, with its necessary technicalities, would
dlscourege it {pp. 696705, at 608). .

R oJ. Dearborn, chairman of the patent committee of the Natmnal

oncernmg the - '

" Association of Manufacturers: The association felt that the National -

“ Research Foundation bill should not contain patent provisions and.
that too much .authority was given to the Department: of Justice in.

~ section 305 of the.original S. 1297 (pp. 169- 187)
6. Action taken

No action was taken on 8. 1297, a.lthough _the b1ll formed bhe ba,sus. o

Hor subsequent proposals dlsoussed below.

Ii'2 S 1720 (79th Cong), December 21 1945 Kﬂgore Edwm C

Johnson Pepper Fulbnght end Saltonstell

@, “Provisions

- The bill established a N&t-lOIl&l Science Founda,tmn Sectlon 8 (c) _‘ L

* ‘which provided for the pubhe dedmatmn of all Government pa,ten’as
“read as follows:

Except as provided in subseetlon {d) below, ell rlghts in '.
mventmns discoveries; or patents now or hereafter owned
“by .or vestod in the United States or any Government - .
agency shall- be- freely dedicated to the public,: and any . = .

- invention, discovery, patent, patent right, or finding here- -
after: produced in- the-course-of-federally- financed: resea;rehm

. . an invention without Federal aid, the- organization :could keep- t.he \

=or-developmentshall-be freely-dedieated-to.the-public...

‘In certain cases where & private organization eubstentmlly developed ;

' A'patent and the Governmont WOL‘le be granted o license (sec. 8 (o)

-
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Jb Actwn taicen o : ' SRR
8. 1720 was introduced follomng the hearmgs on S 1297 and. the- R
‘Subcommittee on ‘War Mobilization reported it favorably to the -
Eommlttee on Mﬂmary Affairs. No further action was t.aken,_- o

.. however

J

3 S 18507 (791311 C‘onw) February 21, 1946 K YOre and bt ars
-H.-R. 6672 (79th Cong), June 4 1946 Celler; 8. 525 (SOth. S
- Cong.), February 7, 1947, Elbert D. Thomas H. R. 942 (80th - -
Cong.). January 14, 1947, Celler; H. R 359 (Slst Cong),:- .
January 3, 1949, Celler

a. Promsions

The provisions were very sumlar to those of 871720 (791;]1 Cong) ;
but the licensing section, section 8 (c) d1ffered shghtly, readmg as
.follows

. All inventions, d1scover1es or ﬁndmgs in which the United o
- States (or any Government agency) noy or hereafter, hold. - *.
' any rights, including patent rights, shall be made avaﬂable to T

the pubhc on a nonexclusive and on a royalty-free bagis to . -
: the extent the United States or such agency is entitled to do
- 50 under the rights held by it. Excepi as provided hereafter
- in_this subsection and in subsection (d), any invention, dis--
covery, or finding hereafter produced in- the course’ of fed- - =
erally financed research and development shall, whether or -
not patented, be made freely available to the public and
shall, if patented, be freely dedicated to the public. .

" Section 8 (d) was similar to section 8 (c) of 8. 1720, allowmg mod1ﬁca~
tions for certain inventions financed by private funds. The Premdent o
~* could exempt patents from the bill for secunty reasons.

: b Legislative action

(1) Report on 8. 1860.—The Committee on Mﬂltary Affalrs favor- n
'ably reported S. 1850 to the Senate on April 9, 1946.% The report. -
- included a report from the subcommittee of the Committee.on ‘Mili-
o tary Affairs, in which the subcommittee stated its approval of licensing -~ .
T o the ublic both those patents resulting from Government-financed = .
* - research and those patents presently owned by the Government: .
© . :Senators Bridges, Austin, Gurney, Wilson, Revercomb, and Hart
-+ expressed the minority views of the Committes on Mlhtary Affairson
- May 24, 1946, # contending that the patent provisions of 5. 1850 were . ©
' eontra.ry to the concept of exclus1v1ty conta,lned 1in the patent provision
of the Constitution. Their report stated: '

U The public gets the benefit of the discovery a.nd the in-’
~ - ventor suffers the injustice of having his work enrich those
} Whﬁulzlfd no part in its production and Whoﬂy without proﬁt

to :

* ® # C¥ ’ *'

g

L Comm.lttee ol M:]itary Aﬁairs ‘Natlonal Sclence Fou.ndaﬂon Pmlimmary Repurt on Sclenoe Legisla-
. tlgn ® * * Subcommittes Report 7io accompany 5. 1720, December 2F, 1045,
\ 43 National Science Foundation, 8. Rept. 1136 to accompany S. 1850, April 8, 1946, ’
/.«' - 4% National Selenes Foundation, 8, Rept 1136, pt. 2t0accomptmy g, 1450 May 24, 1946, |
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There is no Im:ntetron in the bill deternnnlng where Federal S N

., money .ceases. to control .the direct, or indirect, results of .
. federally. ﬁnanced reSearch exeept ‘the, Adrmmstrator s.f;'j' s
. findings. o

- (2) Further action teken on S 1850 —S 1850 was debated in the" |
Senate from July 1 to 3, 1946. Senator H, Alexander Smith intro-

. duced a substitute bill; the patent section of which did not providé '

- for Heensing of Government patents, This amendmeént was offered. -

7 also-on behalf of Senators Byrd,; Walsh Willis, Hart, and McClellan - "
(92 Congressional Record 8099).-

o I explaining the provisions of 8. 1850 Senetor Kiigore sta,ted

-Therefore, there will be provided for the first time by
L _statute a pohey for the administration of Government-owned
petents by all governmental agencies (p. 8036).

The proponents of S. 1850 all ar%ued that it would iormg no change" o
in the existing patent law, and that it would merely give back fo’

the public that which their money had developed.” Senator Kilgore .-

' attacked the Smith amendment on the ground .that it contained no -
- specific patent _provisions but only provided that inventions should

 be dealt with in"a way. W]:uch would “protect the pubhe interest’” -

. (p. 1840).
" Senator Revercomb opposed the 3. 1850 petent prowsmne contend-

"ing that, except in cases of national defense, the inventor should be .
.allowed to keep his mvention. = He also. felt that seetron 8 (d) was t00~ T

,Innlted In conclusmn he stated: .

The point. which I am mekmg is that, if.we leave tha,t len-
guage in the bill we have virtually, so far as Government- -
ﬁnaneed 1nvent10n is concerned, destroyed forever the incen-"

"tive which the Constitution of this country recognized by . .

prescnbmg the power of Congress to enact patent laws
(p. 8118).

The prov1s1on o Wh.'lch the Senetor refers is: exectly the " o
".. same provision as the one which the War Department and S

oo I answer to Senator Revercomb g arguments Senator M&.gnuson" e
S sta,ted -

the Navy Department put into contracts durmg the war - -

(p. 8118].

\ ()n July 2; 1946, the Smlth a,mendment to S 1850 was’ re] ected by" e
S the Senate in a vote of 24 for the amendment 3% agamst it, and 83 not oy
- voting (p.-8147). . R
Senator Smith then offered the petent section of hlS a,mendment esr' Ll
& separate amendment to section 8 of 5. 1850 (p. 8218),. On July 3, .
1946, that amendment was defeated by a Vote of 31 for, 41 agemst
" and 24 not voting .(p:'8228).. - i
© . 8.-1850 was passed by the Senate ¢ on July 3 1946 w1th 48 Sena,tors S

votlng for. the -measure,-.18..voting. against. 1t and. 30, .not . voting:

+.8242).-.. The.bill_was. then referred. to_the Comnznt
" state and Forelgn Commeree of the House (p 8347) but no:
: actmn was taken. ; .

-~ (3) Action taken onH. R a672 wnd 8. 5. —None a




to that on the earher bﬂls

a;_--'Promszons

- H.R. 6448 alsb prov1ded for the esta,bhshment of k) N atlona.l Scwnce
Foundation. Section 9 of the bill read: . .

(a) Each contract executed by the Foundatlon which.. .

Toreign Commerce..
. provisions follows: -

COM_PULSORY LIC‘EENSING OF PATENI‘S

4 H R _6448 (79th Cong ), May 1

(4) Hemmngs and actwn taken on H.R. 942 and H. R 359. —Hea,r-'."'__.'_f"‘
,:',mgs were held on H. R. 942 % and on H. R. 359 © with testimony similar ™ = -
No further action was ta,ken on them '

L

. relates fo scientific research or development shall contain T
' provisions governing the disposition of inventions produced .. "

thereunder in a manner calculated to protect the public ™
* interest and the equities of the individual or organization with -

which the contract is executed.  Such objectives may
usually be accomplished, within the discretion of the Founda-
tion in particular cases, by malking freely available to-the

- _-public or, if. patented, by freely dedicating to the publie,. ' :
“ inventions produced in the course of basic or fundamental . .

scientific research or scientific research or development com-

pletely financed by the Foundation, and by providing for the . :'

United States to receive an 1rrevocable nonexclusive, royalty--
.+ free_license for governmental - purposes under inventions -
. produced in the course of applied scientific research or devel- @
--opment finanded by the Foundation but to which-thé con<*.: "
. tractor contributes substantially through past or current: . -
. research or development activities financed by-it.. ey e
.- (b) All inventions produced by employees of the Tounda- S
_ tion during the course of their assigned activities for the . .
Foundation shall be made freely available to the pubhc or,... . .

if patented, shall be freely dedlcated to the public.

+b. Hearings *

‘Hearings on H. R. 6448 were held on May. 28 and: 29 1946, before

S the Public Health Subcomimittee of the Committee on Interstate and.-
The unporta,nt testunony on the b]]l’s pa,tent.' o

-Congressman W@lbw D Mfalls pomted out that: the bll] apphed only" 2

_ Robert P Patterson, Secretary of War:

" 1have given careful consideration to the features of H R.
- 6448 which deal with patents. I find that since they are.,

' “not retroactive and apply only. to.contracts executed in the. =~ .
~.. future, they are satlsfactory to the Wa,r Depa,rtment (pp

. 24-30, at 26).

" The Navy Departmmt {pp. 41~ 46) and the meoml As.s*ocwtwn of o 5
- Manvfacturers (pp. 65-68) approved of section 9 of the bill. —

77 §o'House Interstate and Foreign Corimerce Committes, héarings * * *on H, R 042, H. R. 1815, H k. L
1830, H, R, 1834, and H, R, 2027, bills relating to the National Science Foundation (194"3 279 pages. :

L8 Honsa Committee on Iuterstatc and Forelgn Commerce, heatings * * * on H. R 12, 5, 247, and’ HR. .

Y 359, hills to promote the Trogress of science; to advance the national health, pmsperlty, and welfa.re, to.

... . —secure the national defense, and for other purposes {1949), 208 pages. SR

77 # House Committes on Interstate and Forelgn Commerce, National Science Foundstion Act, hearmgs )
D onH 'R. 6448 (1946), 04 prges. ) ’

“to_the Fomldamon s work and not to, a]l Government; p&tents (pp
: _15—29) |
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c Actwn mken : : . S Do e
" None. - . - SRR EEE

5. 8. 526 (80th Cong), Februar 7 1947, Sn:uth Cordon Revercomb
- Saltonstall, Magnuson, anc{ Fulbrlght H.R. 1815 (80th Cong) ‘
- February 10 1947, Clifford P. Case; H. R. 1830 (80th Cong.), - -
. TFebruary 10, 1947, Mills; H. R. 1834’ (80th Cong.), February 10, -
., 1947, Priest; H. R. 2027 (SOth Cong.), February 18, 1947 Ha,ys L
U HLR, 4852 (801;11 Cong) J&nuary 8, 1948 Pnest '

¢ a..Provisions

. Section-11 (a) of these bﬂls, Pr 0V1d1ng for s National Sc:lence Founda- -
:tmn stated that Foundation contracts would provide for— - i

“the disposition of "inventions produced thereunder in a -
manner calculated to protect the public interest and the =
equities of the 1Ild1V1dp al or organization with which the = .
contract or other arrangement: is executed. o

© Section 11 (b) of 8. 526, which was identical to Seotlon 9 (b) of H R _
- 6448 (79th Cong.), made the. inventions of Foundatmn emp]oyees- S
. “freely available to the public.” , _ S

b. Legislative action :

(1) Report on S. 526 5—8, 526 was reported to the Senate from the

Committee on Labor and Public Welfare on March 26, 1947, but

. .section 11 {(b) was changed and no 1onger provlded for the dedlcatlon L

of patents. _ ‘

" (2) Hearings and action taken on H. R. 1815, H R. 1830, H. R S

‘1834, and H. B. 2027 —Hearings were held’ on these four bills on
March 6 and 7, 1947, before the Committee of Interstate and Forelgn; o

Commierce.® No further action was taken on the bills. -

(3) Action taken on H. R. 4852 —None.

Natlonal Sclence Foundatmn Act of 1950 (Pubhc La,w 507)

The Natlonal Sc1ence Foundatmn Act a8 ﬁnaﬂy passed did not pro-m
- vide for licensing or dedication of Government pa,tents Section 11
- {e) gave the Foundation authority— R

* to acquire by purchase, lease, loan, or gift, a,nd to hold &nd
dispose of by sale, lease, or 10&11 real and personal property
of all kinds necessary for, or resultmg from the ‘eXercise of
‘authority granted by this act.

- This section applied to property in- genera,l Section 12 (a,) dealt_.f"'\
_._VWIth patents and stated that each contract should provide for— =~

" the digposition of inventions produced thereunder in a- man--
ner caleulated to protect the public interest and the equities -
~of-the-individual -or-organization-with: whlch t.he contra.ot 0
other: arrangement..m.‘.executed FE R

1 Natlonal Science Foundsatlon, 5, Rept. 78, March 26, 1047, © - ' '
.7 & Youss Intorstate and. I‘oreign Commerce Oommittee, hearin on H R 942, o R 1815, H R 1830
HR, 1834 andH E.2027, bﬂ]srelatmg to tha Natlonal Sclence I‘oundation (1947) ngages :
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e ] - LICENSING- OF SURPLUS PATENTS : S
B TR : R 5506 (79th Oong) February 18, 1946, Voorhls T

" a. Provisions

The bill PIOY. i

“ Thet 1o petents .processes; - techniques;-or - mventmne-
wh_leh may. be decla.red surplus under- the terms of the Sur.
lus Property Act by any department or agency of the United
gtates shall be disposed of by sale. Such patents, pro-:

~ cesses, techniques, or inventions shall be recorded in. the
Department of Commerce which shall. pursue a continuous
policy of graiiting royulty-free nonexclusive licenses for
the use of any such patents, processes, techniques, or mven-, .
tions. : ‘

b. Aection taken

None ‘
. DEDICATION

1. . R 5040 (79’sh Cong ), Mareh 29 1946 La,nhem

s Provisions '
Section 2 of H. R. 5040 stated that all Government patents— .

shall be, and they hereby .are, made available for the . .

free use and enjoyment of the citizens of the United States,

its Territories, and possessions, and no fee or license shall

be exacted or requlred for such use, and such .citizens and -
- each of them may make, use, or sell such inventions * * * .-

as if such patents had not been granted.

: The only qualifications were given in section 3, which stated tha,t the s

. bill was not to interfere with existing Government confracts or with'
-~ World War_ II leglsletlon on “the rlghts of any enemy, or ally of an
-enemy.’ _ _ _ . -

- b. Hearings 5

.The Comm.ltteeon Patente held hea,rm S on H R 5940 from June 4,,, L

““to 6, 1946. The significant testimony follows:

, R J. Dearborn, president, Texaco: Development Gorp, end chmr~ E
- man, ‘committee on patents and. research, National Association of -

“ Manufscturers: The National Association of Manufacturers approved,

: of the dedication, as the Government should not have the power to |

o choose to license only certain persons {pp. 3-6). 5
"+ Casper W. Ooms, Commissioner of Patents, favored the b]]l in genera.l_ '
but suggested several amendments., He preposed extending the bill’s

. provisions to foreigners- whose governments granted reciprocal privi-. -
- lege and adding a clause to provide that those persons, firms, or cor- .-

porations using the Government’s patented inventions should grant.:
_-licenses on' their patents for Government-use (pp. 13-18).

n . House Commitiee on Patents, hearingson¥H PR %842, 5 bill fixing the date of the termma.ﬁo:n of World - -

*War II for special purposes, and H. R. 5040, & illzto mako Government-owned patents freely available for

s use by cltizens of the United States, its Terrltories, and pussess:ons {1946) 103 pages
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Oonder (. Henry, patent at.torney and former Ass1stant Commls- g
sioner of Patents: i '

T think that all of us, or at least the most of us, will agree .
‘ that the Government oughb not to be in the business of -
-. commercializing patents and competing with its citizens, and
‘that economic power of this kind, which is suseept1ble of
~ political exploitation, should not be concentrated in bureau-
. eratic hands. To do so would enablé the Government to
= grant rlghts under ‘its patents to selected-favorites “for =
- political purposes or what amounts to the same thing, to- -
' exclude for political reasons particular individuals or com-
- panies irom using lnventlons patented by the Government
- (pp- 18-21,at19)."

Mr Henry felt that the- Government should not use its patents o
for bargaining purposes. L

James E. Markham, Alien Property Oustodm,n

I am in complete sympathy: with the ob]ectwe of further- o
ing the royalty-free use by American citizens of patents
vested from nationals of enemy countries, and by admiris- .

. trative action I have sought to effectuate that objective by. .
- -granting nonexclusive royelty—free hoeHSes under those R
. patents (pp. 35-41, at 37). _

He agreed with the principle of TI. R. 5940. -~
. W..John Kenney, Assistant Secretary of the Navy, fewored the b]]l
but thought that there ought to be exceptions for cases where patents {
. were essential for the national security and for métances in which the. -
. .cost of development Would make- exeluswe hoenses more sulta.ble o
_ (pp. 41-45).

R S Ould, patent ettorney

“If the Government’s title and ownershlp of a glven patent S
SRR "ha,s been subjected to general dedication to the publi¢, there ..
' . may arise jurisdictional questions as to whether the Gov- * -
--ermment can prosecute proceedings to determine priority. of -
.. ..ninvention, on the ground that the Government has-no more .-
7 title to the invention than the other party to the'interference . . -
.- has.as a member of the general public, and ‘that hence the - - . -
. dssue of priority is moof, and further, it. may be difficult-to: - "
i ...secure appropriations to ‘support such litigation onm behalf - .."
-7 .. of the Government if the Government does not own the‘f
R mventlone il e
;.4 i For-these reasens, t]ns bill rmght in some instances result Se e
. 170 asea practical master. in dedicating a Government invention, . -
.- not to the public, but to-give it to some second. or- third or. = " .
later inventor who filed a. patent application - which 'the .~ "7
Government could not contest, “Such:an event Would oper- <
ate . to.defeat. the. ennounced purposes of this b (pp
.:08=60, at 56, 57) P, .

¢ Johm, Stedmcm Depa,rtment of Justlce The Depa,rtment of Justlce =
- approved of the genera,l purpose of H. R. 5940. Mr. Stedman thought- {3
i . some solution was needed fm the s1tua,t10n in which ﬁrms Wlth monop- ]
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s oly control might recelve e]l the beneﬁts from Government mventlons T
Y (pp. 60=77). ; e L
e I()Jhester L. Dams a,ttorney a.t—la,w, representmg the Amenca,n Ba.r EE
- ‘Association, stated that although the-American Bar Association had
*taken no action on H R. 5940, in the past it had opposed bills which
tendod' to have an-opposite” eﬂ'ecﬁ {Dp B 1)
-'The- New  York -Patent:-Low - Association - (pp 6»—11) and- the War-
Department (pp. 11-12} approved of the bﬂl _ v .

e, Action taken
*None.

- K: Buig ReLating To SpECIFIC GOVERNMENT PATEi\:Ts '

: It. may he said in conclusmn ths,t in addition to the leglsla,t.lve S
yroposals. discussed above, there heve been bills on Government
- Eeensmg which related to Spemﬁc agencies and to the field of atomic - .~ =
“ energy.. Although detailed discussion of ‘such bills lies beyond the - - -
© scope ‘of this report, a list of the Jmportant b]]ls follows ' .

1 Atom_lc Energy: -
: . 8. 1463 (79th Cong ), October 3, 1946 Edwin C. Jolinson. -
8. 1717 (79th Cong.), December 20, 1945 McMahon (Publlcl"
Law 585)
8. 1824 (79th Cong.), February 9, 1946, Edwin C. Johnson e
H. R. 4015 (79th Cong.}, September 12 1945, Voorhis =~
H: R. 4280 (79th Cong.), October 3, 1945 Ma.y
II. R. 4566 (79th Cong.), November 1, 1945 May . - o
HDR 51364 (79th Cong.), February 4 1946 Helen Ga.haga,n\f. -
ouglas '
~ H. R. 5365 (79th Cong), February 4, 1946, Holifield
- H. R. 6197 (79th Cong.), April 18, 1946 Biemiller ,
8. 3323 (83d Cong.), Aprﬂ 19, 1954 Hwkenlooper
© 8. 3690 (83d Cong.), June 30, 1954, chkenlooper T
“H. R. 8862 (83d %ong ), Aprlll'i 1()54 W. Sterling Cole - -~ - - -
H. R. 9757 (83d Cong.), June 30, 1954, W. Sterhng ole (Pubhc; S
T Law 703) e
oo H.R.O1777 (84th Cong. ), Janue,ry 10, 1955, W Sterlmg Colg -~ . -~

7 H. R. 5167 (84th Cong.), Mazch 23, 1955, W. Sterlmg Cole """ 7

1 2 Depa,rtment of Agriculture: ) T
. 8. 1824 (77th Cong.), August 7, 1941 Bonc T AT
i H. R. 5599 (77th 00ng ), August 18, 1941 Leevy e
T8, Synthetlc Liguid Fuels Act: - -
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. AMERICAN LECITHIN COMPANY ET AL, UNITED BTATES v.
Tebriary 17, 1947 (Civ, 24115, N, D. Ohio, C.C.H . par. 57,542). © .
AMERICAN LOCOMOTIVE COMPANY BT AL, UNITED STATES v.
o Ociober 4, 1947 {Civ. 545, D. Ind, C. C. H., par. 57,621). T .
AMERIGAN OIDTICAL COMI’ANY ET AL UNITED STATES v. _Sep-, -
B ‘tember 17, 1948 (Civ. 10-391, 8. D. N. Y., C. C. H. par. 62,308). ;
AMERICAN STEEYL, FOUNDRIES ET AlL., UNITED STATES v. Septern- -
ber 30, 1955 (Civ. 32140, N.:D. Ohio, C C. H. var. 68 156,
AQUA SYSTEMS INC. ET AL UNITED STATES v. December 9 1042 .
© (G 19—516 8. DIN. Y, Decrees and Judgments, volume 3, page 2694),
o .~ November 10 1042 (Civ. 19-518, 8. D. N, Y., . C. H par 56 248)
BT R Dedication and royaltyv-free hcensmg
S AUDITORIUM CONDITIONING CORPORATION ET AL, UNITED

! : STATES v. ‘December 28, 1945 (Civ. 22~200 5. D. N. Y ¢. C. H.

] : ar. 67,428). Dedication, -

: AUSTENAL LABORATORIES INC., UNITED STATES v. June 29 1951

.(Civ. 50496, 8. D. N. Y., C, C. H,p&r 62,880). Dedlca.tlon and royalty--

R bearing licenses. o
AUTOMATIC SPRINKLER COMPANY OF AMERICA ET AL UNITED :

‘ STATES v. March 22, 1948 (Civ. 46—0—1289 I, GO COH. par S

‘ 30).
--‘BEARING’ DISTRIBUTORS Co. ET AL, UNITED STATES v.  Qctoher 27
R . 1953 (Civ. 6895, W. D, Mo., C. C. H. par. 67,595).
T ‘BENDIX AVIATION C'ORPORATION UNITED STATES AND ALIEN
el T PROPERTY CUSTODIAN v. Februa,ry 18,1946 (Civ. 2531, D. C N J
o b (L 1., par. 57,444), o
BENDIX AVIATION CORPORATION ET AL., UNITED STATES v.
December 22, 1948 (Civ. 44-284, 8. D. N. Y., 'C. O. H. par. 62,349). R
i —CINCINNATI MILLING MAC’HINE CO.- ET AL UNITED STATES V.. o
R April 19, 1954 (Civ. 13401, E. D. Mich., C. C. H. par. 67,733).
~ " CONTINENTAL CAN CO. ET AL UNITED STATES V. June 26, 1950 )
Lo e (Oiv, 26346, N. DL Calif,, C. C. 28 par. 62,680). T
CE SBY. STEAM GAGE AND VALVE COMPANY v. MANNING, MAX:-
o WELL - AND -MOORE, - e P 87, g \
i-g‘_’EFE)NDANT February 1,.1945.(Ciy..2267, D. C., Mass G G Hp

W The ‘Bovernment cases are alphabetized ﬂccordmg fo. the” name of ‘tha prlncipal defendant; The P
“ 0@, H, numbers refer to iistings in Commeres Clearing Flouse, “Trade. Cases,” whila the reference
C - Decress and Judgments, refers to the publlcaﬂon, “Dewaes ap,d Judgments in- Cwﬂ I‘ederal .A.utl.t
S Gases, July 2, 1880-January 1, 1949,”
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" DAVIS C‘OMPANY ET AL UNITED STATES v. December 24 1952 (Clv I
- 54-357,8. D N. Y., ¢ € H par; 67,408):. - . s
L DIAMOND MATC’H C‘OMPANY ET AL UNITED STATES v "‘Aprll
T 046 (Civ., 25-397, 8. DL N, Y., C. C, H. par. 57,456); : L
W HASTMAN KODAK C’OMPANY UNITED STATES V. December 21 1954 -
B . (Civ, 6450, W. D. N. Y., C. . C. H. par. 67,920). . ) )
-ELEQTRI C S.TORAGE BATTERY COMPAN KET,AI_:.‘,’._"UNI TED 8 TATES :
'y, November 24, 1947 {Civ. 31-225, 8. D. N. Y., CC. H. par. 57,645).
"FOOD MACHINERY AND CHEMICAL C’ORPORATION BTAL; UN
SRR STATE»S’;r August 9 1954 (Cnr 29308—G N. Cahf 0 C H-
ar. 67,829
GAMEWELL COMPANY ET AL UNITED STATES V. \darch 22 1948-- .
- {Civ. 6150, D.. C. Mass,, C. G H o par. 62,236). - -
. GENERAL CABLE CORP. ET AL., UNITED STATES v. August 25 1948"— o
S (Civ. 40-76,.8. D, N, Y. CCH par. 62,300). B
i ,GFNE'RAL ELECTRIC’ COMI’ANY ET AL., UNITED STATES V. March Lo
oo T, 1946 (Civ. 1364, D. C. N. .J., C. C H. par 57,448); Aprll 10 1942
. (biv. 1361, D. C. N. T, C. €. H. par. 56,201). R
‘ GENERAL ELEC‘TRIC‘ C'OMPANY ET AL, UNITED STATES Y. Novem— :
ber 4, 1949 (Civ. 7899-M, 8. D. Calif., C.C H. par. 62,518). : : .
.. GENERAL "BELECTRIC CO ET AL., UNITED. STATES v.. Oc-.tober 6, 1953 = - o
] (Civ. 4575, D. C. N. J GCHpar67585} S
P _GENE’RAL ELECTRIC CO.ET AL., UNITED STATES v.. June. 30,1954 . . -
~(Civ. 2590, D. C. N. J.,. C. ¢, H. par. 67,794); “March 26, 1954 (Civ.
2590DONJ ¢ h par. 67,714). .
--\GENERAL RAILWAY SIGNAL C’O Foig AL, UNITED. STATES V. Mareh
J .15, 1955 (Civ. 5237, W, D. N. Y., C. C. H par. 67,992), : : -
. -GENERAL SHOE C‘ORIZ‘ORATION UNITED STATES V. Feb..17, 1956 -
T (Civ. 2001, M, D, Tenn., C. C. 'H. par. 68,271). : o S
. HUNTER DOUGLAS C’ORPORATION UIVITED STATES v. June 30, 1954
S (Civ. 132386~PH, 8. D. Calif,, C. ¢ H. par. 67,802).
. INTERNATIONAL BUSINESS MACHINE CORPORATION UNITED
. 8TATES v. January 25, 1956 (Civ, 72-344 3. D N Y., C C H. par

; '68,245).

' KEARNEY AND TRECKER CORPORATION ET AL, UNITED STATES A
' August 22, 1941 (Civ. 3337, N. D. 11, C. C. H. par 56,147).  ‘dedication.
.KELSEY—HAYES WHEEL COMPANY ET AL, UNITED STATES v,

- July &, 1955 {Civ. 10,655, I, D. Mick., G, C. H ar. 68,003). S

LIBBEY OWENS—I‘ORD GLASS COMPANY ET AL., UNITED STATES.

oo October 30, 1948 (Civ. 5239, N. 1. Ohio, C. c H. par, 62;828); Sep~ ) )

. tember 5, 1946 (Cw 5239, N. D, Ohio, C. C. H. par. 57,489). S

LIQUID ‘CARBONIC CORPORATION ET AL, "UNITED- STATES v T

March 7, 1952 (Civ. 9179, BE. D. N..Y,, C. C. H. par.-87,248). " . S

LIQUIDOMETER CORPORATION UNITED STATES w. June 15, 1951. S

: Civ, 34-501, 8, D. N. Y., C. C. H. par. 62,867). : R

-,MAGCOBAR ING. BT AL., UNITED STATESV Aprll g, 1955 (Clv 13460~ - ..

BH, 8. D. Calif., C. fof H., par. 68,0230 . B

. MAGER AND GOUGELMAN INC ETAL UNITED STATESV February-'

SR 15,-1952 (Civ. 49C 1028, N. D. Ili,, C. 'C, H. par. 67,233). _

o MERCK AND CO, ET AL., UNITED STATES AND ALIEN PROPERTY
o CUSTODIANV October 6, 1946 (Civ. 3159, D. C. N. J., C. C. ‘H.'par.

: 16). :
Ll ,MICHIGAN TOOL COMPANY ET AL., UNITED STATES v Februa.ry -
T : 11956 (Civ. 12605, E. D. Michizan, C. C. H. par. 83,290),. . -
Puo MINNESOTA MINING AND MANUI’AC’TURING C’O ET. AL UNITED- :
’ gg’AT)ES v. November 6, 1950 (Civ. 8-119, D. C. Mass, C. C - par. _
e .NATIONAL CASH REGISTER CO. ET AL., UNITED STATES v. Jane. -
_P7 - uary 8, 1047 (Criminal 7092, 8. D. Ohio, "Decrees and Judgmente vol, 4;

Rt P 3217) JEffeet of compulsorv llcensm% I
L NEW WRINKLE, INC, ET AL, UNITED TATESV September 27,1855 ..

. (Civ. 1008, S D. Ohio, C. éu . par. 68 161), e
j'OWENS CORNING FIBERGLASS CORPORATION ET AL, UNITED
STATES v. June 23, 1949 (Civ. 5778, N. D. Ohio, C. C. H. par 62,442),
.- OWENS-ILLINOIS GLASS COMFPANY, UNITE'D STATES v. September '
Ao 18,1948 (Civ. 25861——0 N. D, Cahf C. C. H. par. 57,498).

i
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i ©. . PARKE, DAVIS AND COMPANY ET AL., UNITED STATES Y. Sep—

: R tembert’:'u 1951 (Civ. 8940, E. D. Mich., ¢, C.H. par.- 62,914).

" PATENT BUTTON C‘OMPANY UNITED STATES v.. -June 27 1947‘

(Civ. 1854, D. C. Conn., C. G H . par. 57,579).
PERMUTIT C’UMPANY ET AL, UNITED STATES v. June 29, 1951.

- {Civ. 32-394, 8. D. N. Y, C, C, H. par: 62,888).

PHILLIPS SOREW COMPANY ET AL, UNITED STATES v. March 28,

7771949 (Civ. 47 C147, N. DI 1L, C. C. H. par. 62,304),

-,PITTSBURGH CRUSHED STEEL COMPANY ET AL.,-UNITED STATES
v. . November. 13, 1954 (Civ. 28126, N. I, Ohio, C. C. H. par. 67,892).

RAILJOINTC’OMPANY ETAL UNITED STATESv. September 20, 1944
L {Civ. 43-0C-1295, N . C C. H. par. 57,287). Dedmahon ’ .
ROHM AND HAAS: (}OMPANY UNITEDfSTATES ET AL, v. November
S 18, 1948 (Civ. 9068, K. D C. H. par. §2,-334). :
SAND SPUN PATENTS C'ORPORATION ET AL UNITED STATES v.
coe - July 22, 1949 (Civ, 125-49, D, C, N. J,, C. C. H, ,par 62, 462), . dedication,
-',SC’OPHONY C’ORPORATION or AMERIC’A ET AL., UNITED STATE'S

v. January 12, 1949 (Civ. 34-184, 8. D. N. Y., C. C. H., par. 62,356).

" :SCOVILL MANUFACTURING’ COMPANY UNITED STATES v.  Febris

s 17, 1948 (Civ. 1853, D. €. Conn,, ¢ ¢ H par. 62,223). :
'SERVE INC UNITED STATES v. January 18, 1954 (ClV 11038, E. D.”

- Pa. CO.H,p&r67665} '

r - .?STANDARD OIL CO. (N. J.) ET AL UNITED STATES v. April 7, 1043

e e {Give 2091, DO CONLJL, CL G H. pa.r. 56,269} ; March 25, 1942 (Cw 2091,

D. C. N, J., C. C. H. par. 56,198).

P .STANDARD REGISTER C’O UNITED STATES v. December 13 1949

o (Civ, 36040, D. C. D, C., ¢ C. H. par. 62 533).

v .8WITZER BRDTIIERS INC BT AL, UNITED STATES v. October 22,

! s 1953 (Civil 29860, N. D, Calif., C. C. H. par. 67,598).

. TECHNICOLOR, INC. ET AlL., UNITED. STATES v. February 28, 1950
: {Civ, 7507—WM S D. Ca,l]f C. C. H, par. 62,506); November 24 1948
o (Civ. 7507-WM, 8. D. Calif.. C. C. IL. par. 62,338). )

S TELESC’OPE CARTS’ INC. ET AL, UNITED STATES v. September 24,

i i 1953 (Civ. 6935, W. D. Mo., C. (oh: 8 par, 67,573). T ) :

: o TEXTILE MACHINE WORKS ET AL UNITED TATES v. ‘October 9,

: Tt 1950 (Clv, 43671, 8. D. N Y Far 62,709). o R

o . - ~TIMKEN-DETROIT AXLE COMPANY UN TED STATES V. August 14 :

‘ S 1947 {Civ. 5642, E. D. Mich., C. C. H par. 57,603).

- oy UNITED STATES PIPE AND FOUNDRY COMPANY ET AL, UNITED

.8TATES v. July 21, 1948 (Civ. 10772, D. C. N.J,, C. C. H. par 62,285).
~Dedication and royalty-bearmg licenses.

. UNITED STATES RUBBE’R C’O BT AL, UNITED STATES v. May 28,

i 1954 {Civ. 50-564, 8. D, N, Y., C. C. H par. 67,771). L
UNIVERSAL BUTTONFASTENING AND BUTTONC’OMPANY UNITED
STATESv. May 7, 1948 (Civ. 5860, E. D. Mich., C. C. H. par. 62, 255)

: WALLACE AND TIERNAN C0., INC. ET AL, UNITED STATES v..
© July 26, 1954 (Civ. 705, D, C. R I,C. C I a.r 67,828).-
WESTERN ELECTRIC COMPANY INCORPORATDD "AND AMERICAN
- TELEPHONE AND TELEGRAPH COMPANY, UNITED STATES v..

sl W January 24, 1956-(Civ, 17-49, D. G, N. J, C. C, H,par. 68,246}, L
WESTERN PRECIPITATION CORP.” BT AL UNITED STATES v."
B © . April 11, 1946 (Civ. 4677-CC, 8. D. Calif., C.'c. H. par. 57,458), Eﬁect

.. of compulsory licensing.
WESTINGHOUSE ELEC’TRIC MANUFACTURING COMPANY LT AL
-~ UNITED STATES v. Juune 1, 1953 (Civ. 5152, D.-C. N. J,; O. C. H-
. - par. 87,501).  Dedieation and royalty—bearmg licenses.
. WHITE CAP OOMPANY UNITED STATES wv. June 17, 1948 (Clv

. 46—C-861, N. D, 1l1., C. C. H. par, 62,268).

: W'HI TEHEAD BROTHERS CO. ET AL, UNITED STATES v, January 7

1942 (Civ. 17-99, 8, D..N. Y., C. ‘. B par. 56,182). Eﬁect of eom-.

“rpulsory Heensimg: -~ - e e e

i
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: . FOR LICENSING : . _
1 CONGRESSIONAL DOCUMENTS AND OTHER GOVERNMENT PUBLICA'I‘IONS

) PUBLIG REGISTER OF PATENTS AVAILABLE FOR LICENSING' '
- - ORDER NO. 3936. Official Gazetie of the United States Pa.tent Ofﬁce
“yolume 575, June-5;-1945;page Lo

B REGISTRATION OI‘ PATENTS VOLUNTARI_LY MADE AVAILABLE':

8. PATENT. OFFICI} INFORMATION CONCEIBNIN or PATENTS
. AVAILABLE POR LICENSE oR.8A1R.  Washington, Cori 15310 er'of’ Patants; "
. 1946, 4 pages.

o DISCONTINUANCE OF REGISTER OF PATENTS AVAILABLE FORZ. -
LICENSING OR SALE. Official Gazette of the United Btates Patent . -

" Office, volume 680, March 16, 1954, page 544.
AMENDMENT OF PATENT RULE 21. PATENTS AVAILABLE FOR. °
"LICENSING OR SALE. . Official Gazette of the United States Patent .
- "(Office, volume 688, November 23, 1054, page 627, :
U. 8. NATIONAL PATENT PLANNING COMMISSION ’I‘HE AMDRICAN_
. Parext SysTEM. Maessage from the President of the United States trans-
. mitting the report of the National Patent Planning Commission. Wasgh-
) mgton, Government Printing Office, 1943.
THIzD REPORT ON THE AMERICAN PATENT SysteM. Message from the:
‘President of the United States transmitting the Third- Report -of the
) . .. ‘National Patent Planming Commission, Washmg‘ton, _Government Print-
o000 Uing Office, 1945,
LA R CONGRESS HOUSE .COMMITTEE ON PATENTS:. RECORDING .
.. ParmEnT AGREEMENTS AND LiMITING PATENTS 70 20 YEARS. Hearings on:
" H. R. 2630, a bill to provide for the public registering of patents available
. for hcensmg H. R. 2631, a bill to limit_the life of a patent to 2 term com-
.. Meneing with the date-of-the appHeation; and . R. 2632, a bill to require
the recording of agreements relating to patents (79th” Cong 3 1t sess.),

L May 29-June 7, 1945, Wa.shmgton, Government Printing Office, 1945-
© 123 pages.
o PUBLIC REGISTERING OF PATENTS AVATLABLE For LicnNsiNe, Report;. o

A 933 0. agcom é)any H, R. 3757 «(79th Cong., 1st- sess), July 20 1945
Wa,shmgton overnment Prmtmg Of:ﬁce, 194 '
2 ARTIOLES

PATEN’I‘ OFFICE ESTABLISHES REGISTER OF PATENTS AVAILABLE
© FORILICENBING OR SALE. Journal of the Patént Oﬂice SOOlety,
volume 27 July 1945, pages 440—444

OWNED PATENTS. -
1. GOVERNMENT PATENTS N GDNERAL
Y BOOKS AND PAMPHLETS

SPENCER RICHARD Tag U. 8. PATGENT LAW SYSTEM, WITH A OOMPLETE-"
* PROGRAM FOR ITS SIMPLIFICATION -AND IMPROVEMENT. Chicago, Callighan
- & Co., 1981, pages 39-41. '

B CONGRESSIONAL DOCUMENTS AND OTHER GOVERENMENT PUBLICATIONS

GRANT OF REVOCABLE LICENSES UNDER GOVERNMENT—OWNED‘
... PATENTS. -Opinions of the Attomey Geneéral; volume 34, October 28
1924, pages 320-331.

AUTHORITY OF GOVERNMENT TO GRANT LICENSES TO. GOM—- .

MERCIAL INTERESTS TO USE THE MILLS PATENT, Opinions -

... of the Attorney General, volume 87, July. 11, 1933, pages 180-185. S
RIGHT OF UNITED STATES TO EXCLUSIVE 'USE OF INVENTIONS OF -
..+ GOVERNMENT EMPLOYEES COVERED BY PATENTS ASSIGNED

- 38, Ma.rch 9, 1936, pa,ges 425428,

C DEDICATION AND COMPULSORY LICENSING OF GOVERNMENT— AR -

- TO THE GOVERNMENT.,  Opinions of the Attorney General, volume™
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L _.EXFOUTIVE ORDER 10096, PROVIDI’\TG TFOR- A UNIFORM PATENT!

; . POLICY FOR THE GOVFRNMENT WITH RESPECT TO INVEN—,
TIONS MADE BY GOVERNMENT EMPLOYEES AND FOR THE

; T ADMINISTRATION OF 3UCH POLICY. Feder&l Register, volume 15,

i - January. 23, 1950, pages 389-391.
: -U S INTERDFPART\/IE\ITAL PATENTS BOARD INTERDEPARTMENTAL’-
’ "‘Parenrs Boarb. Message from the President of the United States
 transmitting a report of the Interdepartmental Patents Board, together.
. with drafts of bills to authonze the President to withhiold' frem pubhcatmn o
“any patent which in his opinion would be detrimental to the national "~
... .defense. (8. Doc. 83, 68th Cong., 1sf sess) Waslnngton, Govemment. )

et Printing Office, 1924,

U. 8. NATIONAL PATENT PLANNING COMMISSION. GOVERNMENT—

" OwnED PATENTS AND INVENTIONS OF GoVERNMENT EMPLOYEES AND
-, ConTracToRs. Message from the President of the United States trans-

" mitting the Second Report of the National Patent Pla.nnlng Commlssmn .
‘Washington, Government Printing Office; 1945. - - -
U8B DEPARTMENT OF JUSTICE. INVESTIGATION OF GOVER\IMENT PATENT'

: - PRACTICES aND Poricizs: REPQRT AND RECOMMENDATIONS OF THE ATTOR--
’ I(sr)r-g ‘GENERAL TO THE PRESIDENT. Wa,shmgton Government Printing
‘ ce, 1947. e

-U S GOVERNMEVT PATENTS BOARD, OFFICE OF THE CHAIRMAN, .

. ' GovBRNMENT-OWNED INVENTIONS AVATLABLE For Licensh: A List oF -
3,658 PATENTS (AVAILABLE ON 4 NONEXCLUSIVE, Rovarry-Fruk Basis)
ARRANGED FoR INDUSTRE AL Uss. Washmgton, United States Department. . -

oo+ o of Commerce, 1953, 168 pages. :

- S ‘CONGRESS, HOUSE COMMITTEE ON PATENTS. ADMINISTRATION
“oF UERTAIN INVENTIONS AND PavEnts 8Y FoDERAL TrRADE COMMISSION, .|

;" ‘Hearings on T, R. 14944, an act authorizing the Federal Trade Cominission - -
“to aceept and administer for the benefit of the public and the encourage- -
ment of industry, inventions, patents, and patent rights, and for other: .
purposes (65th Cong 3d sess), January 27,1919, Washmg‘non Govern~ -
ment Printing Office, 1919, 51. pages. o

INVBNTIONS Parents, AND ParENT Rigars. Report 1169 to0 accompany—':-
DR, 14944 (651;11 Cong., 3d sess) March 3, 1918, Washlngton Gov- o
ernment Printing Office, 1919,

-U #. CONGRESS, SENATE, COMMITTEE ON PATENTS. Exprrorrarion
.. OF INVENTIONS BY GOVI:RNMENT Emrrovers. Hearings on 8. 5065, a bill .
amending section 4904 of the revised statutes, 8. 5066, a bill amendmg -
chapter 143 of the act of March 3, 1883, and 8, 5265 a bill airthorizing the
_— . Tederal Trade Commission to accept and administer for the benefit of the -
... . .- -public and encouragement of industry; inventions, })atents .and patent. - -
: rights, and for other purposes (65th Cong 3d gess.), January 27-28, 1919, = "
Lot Waghington, Government Printing Office, 1919, 36 pages v
U 8. CONGRESS SENATE AND HOUSE, OOMMITTEES ‘ON PATENTS. .
- ADMINISTRATION OF CERTAIN INVENTIONS AND ,PATENTS BY FEDERAL ..
Trape Commission. .Joint hearings on 8.-3223 and H. R. 0932, an act
.authorizing the Federal Trade Commission to accept and administer for
'the benefit of the public and the encouragement of industry, inventions,:
:patents, and patent rights, and for other purposes (66th Cong., 1st sess.) "j o
November 5, 19419, Washington, Government Printing Oﬁice 1919, 41 sl

- pages. S
. S. CONGRESS, SENATE, COMMITTEE ON PATENTS. Fupsral
" Traps Commission To Accrpr PATENTS, Hearing on 8. 3323 and H. R. -~ .-
9032, a bill authorizing the Federal Trade Comimission to accept and. ..
“administer for the benefit of 4he public and the éncouragement of industry, .7+
.inventions, patents, and patent rights, and for other purposes. (66th-
© Cong., 2d sess) January 23, 1920. Washmgton, Government Printing
Oﬂlce 1920, 15 pages, = . "
.‘,.Anrﬁomzma raE TEpERAL TrADE COMMISSION, To ACCEPT INVENTION
AND PATENTS. Report, 405 to acegmpany 8, 3223 (66th Cong., 2d ses
AentEry 21, 19207 Washington, Govérnment Printing Ofies; 1920
LSS CONGRESé HOQUSE, COMMITTEE ON PATENTS. ADMINISTRATION" A
: oF PATENTS BY THE FEDERAL TRADE COMMISSION, Report 595 to accom- "~
pany H. R. 9932 (66th Cong,, 2d sess), February 3, 1920 Washmgt()n
Government Printing Office, 1920, ‘
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S H, R. 11984 -(66th Cong., 2d sess.), May 18, 1920. - Wa.shmgton, Govern.

N
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FORCE AND SALARIDS 1N PATENT OFFICE: Report 596 to accompany

ent Printing. Office, 1920..

BeneFiT 0F TAE PUBLIC AND ENCOURAGEMENT OF INDUSTRY, INVEN-

.. TIONS, PATENTS, 4ND PaTENT RIGHTS, AND FoR OTEER PURroses. Report
- 1115 {0 aceompany H, R. 11984 (66th Cong,., 3d sess.), December 9, 1920.
. - Washington, Government Printing Office, 1 1950,

. CONGRESS, CONFERENCE COMMITTEES. Conrrrmncs RErorr
"on BILL For INcRBEass oF Force 1N PaTeNT OFrice.  Senate Document = . - -
370 (66th Cong., 3d sess.), February 9, 1921, and House Report 1294 .

(66th Cong., 3d sess.), February 4, 1921 to accompany H. R. -11984.

Washington CGovernment Printing Oﬂice,

921.
.CONGRES§ HOUSE, COMMITTEE ON PATENTS To AuTHORIZE
" THE LICENSING OF PATENTS OWNED BY THE UNITED STATES. Hearings
~on H, R. 12412, a bill to authorize he licensing of patents owned by the - .
United States (69th Cong., 1st sess,), June 18, 1926, Wa,shmgton Gov- .-

' .. ‘ernment Printing Office, 1926 23 pages.

S CONGRESS, SENATE, COMMITTEE ON PATENTS. LICENSING :
" oF Patants OwNED BY UNITBD STATES, Report 1447 to -accompany

ﬁ 8. CONGRESS, HOUSE .COMMITTEE ON PATENTS. LISCDNSING\-‘

“port, 1245 to accompany I, R. 12695 (70th Cong., 1st sess.), April 12, 1928,
Washington, Government Printing' Office, 1928,

- T R. 12695 (70th Cong., 2d sess.), January 14, 1929. Washington, Gov-
ernment Printing Office, 1929,

oF PATENTS OWNED ®Y Unrrep Srares.  Report . 1674 to "aceompany
- H. R. 8384 (72d Cong., 1st gess.), June 20, 1932, Washington, Govern-
ment Printing Office, 1932,

U ‘8. CONGRESS, SENATE, COMMITTEE ON MILITARY AFFAIRS.

- "‘SCIENTIFIC AND TDCH\IICAL MoeiLizaTion, Hearings on 8. 702, a bill to
mobilize the seientific and technical resources of the Nation, to establish
an Office of Scientific and Technical Mobilization, and for other purposes. .
(78th Cong., lst and 2d sess.), March 30, 1943-May 10, 1944, Washing="

ton, (Government Printing Office, 1943—44 1,728 pages.
. HEARINGS ON BCIENCE LEGISLATION (S 1297 aAnND RELATED- Brins).

. Hearings pursuant to Senate Resolution 107 (78th Cong.) and Senate.
- Resolution 146 {(79th Cong.), suthorizing. a study of the possibilities of

.'better mobilizing the national resources of the United Siates (79th Cong.,
-1 lst sess), October 8-November 2, 1945 Washlngton, Government

~ 7 Printing’ Oﬁice, 1945-46, 1,210 pages. S
.- CONGRESS, SENATE, COMMITTEE ON COMMERCE. To: ESTA'B-
71188 AN OFFICE 0F TEOONICAL SERVICES IN THE DEPARTMENT OF Com- -~
- MERCE. Hearings on 8. 1248, a bill to estabiish an Office. 6f Technjoal ..
. Bervices, and for other purposes (79th Cong., 1st sess.), December 12-14, -
. 21945, Washington, Government Printing Office, 1946, 112 pages.
; CONGRESS, SENATE, COMMITTEE ON MILITARY AFTAIRS, -
. SUBCOMMITTEE ON WAR MOBILIZATION. NaTroNAL SciENcE :
- Founparion, preliminary report on science legislation * * * to the Com- -

- mittee on Mlhta,ry Affairs pursuant to Senate Resolution 107 (78th Cong,)

- and Seénate Resolution 146 (79th Cong.), authorizing 4 study of the possi- .
bilities of better mobilizing the national-resources of the United States. - .

" Bubcommitiee report 7 o accompany 8. 1720 {79th Cong., 1st sess.), -
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Housk oF REPRESENTATIVES,
COMMITTEE ON SCIENCE AND TECHNOLOGY,
: Washington, D.C., April 28,1978.
Hon. Ouiv E. Tracuz,

Chairman, Committee on Science and Technology,
House of Bepresentatives, Washington, D.C. _

Drar Mr. Camman: In the 94th Congress, the jurisdiction of the
Committee on Science and Technology was expanded to include special

oversight over all nonmilitary resesrch and development funded by - "

the Federal Government. In my capacity as chairman of the Subcom-
mittee on Domestic and International Scientific Planning and Analy-

~-gis, T initiated a study of several aspects of the nation’s commitment to

science and technology. The significant role patent policy can play
as an incentive in the Innovative process was brought to the attention
of our subcommittee in hearings ranging from mechanisms for the
intergovernmental exchange of technology to international coopera-
tion in energy research and development. ~

‘With our special oversight function in mind and aware that it must
be exercised g0 as to complement and not displace the oversight respon-
sibilities of committees with principal jurisdiction, the DISPA sub-
committee concluded the 94th Congress with a series of 5 days of heax-
ings on the general subject Government Patent Policy : The Ownership
of Inventions Resulting From Federally Funded Research and De-
velopment. These hearings looked at patent policies across the Federal
agencies and developed a well-rounded perspective of their impact.

The Science, Research and Technology Subcommittee has continued
the study of government patent policy mm the 95th Congress. Hence this
summary and analysis of the DISPA hearings on this subject has. -
beent developed by Ms. Karen Guarisco of the Science Policy Research
Division, Congressional Research Service. It is a coneise, informative
document and I believe that 1t will help provide a base for possible
future hearings.

I commend this document to your attention and to the attention of
our colleagues on the Committee on Science and Technology and in the
House of Representatives.

Sincerely,
. Ray THORNTON,

Chairman, Subcommittee on Science, Research, and Technology.

(11D)






Tue Lierary oF CoNcress,
CoNcerEssTONAL RESEARCH SERVICE,
Washington, D.C., May 2,1978.

Hon. Ray TrorNTON,

Chairman, Subcommittee on Science, Research and Technology,
Committee on Science and Technology, U.S. House of Repre-
sentatives, Washington, D.C. '

. Drear Mg, Cuamyan: I am pleased to submit this report entitled

“(Government Patent Policy,” which analyzes the testimony presented

- at hearings before the Subcommittee on Domestic and International

“Scientific Planning and Analysis on September 23 to October 1, 1976,

The report was prepared by Mrs. Karen J. Guarisco of the Science
Policy Research Division. We believe that the report will be useful
to the committee in Its continuing concern with Government patent
policy.
Sincerely,
. GisErT GUDE,

Director.
)
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INTRODUGTION...

On Septéqﬁer:iB;-ZTJ 28, 2% and October 1, 1976 the Subcommittee on. Domes—
tic and International Scientific Planning 2nd Analysis of the House Gommittee
on Science and Technology held hearings entitled "Government Patent Policy: The
Ownership of Iaventions Resulting From Federally Funded Research and Develop=.: -
ment." In his opening statement, Chairman Thornton cited reasons for. the
hearings and the basis:for his.subqommitteefs.interest in the ;topic. He nnte&:-

It has been brought to the attention of our subcommittee in heariags
ranging from mechanisms for the intergovernmental exchange of R&D results

-_to international cooperation in emergy research and development that there.. .

is no single Government patent policy.

Congress is given authority to develop.patent policy. by the Constztu—
tions directive in article I, section. 8. '"To promote the Progress of
§cience and useful Arts by securing for limited Times to.Authors and. In-
ventors the exclusive Right to their respective writings and discoveries."”
Notwithstanding that directive, .the Federal Government has developed patent
policies primarily on an agency—by—agency basis resultlng in some 20 dif-
ferent approaches.

A Pregidential memorandum and statement of Government patent poilcy

-issued in 1971 does provide some cohesion. . The 1mp11cat10ns of .patent
policies developed in this way is what our subcommlttee is 1nterested in
-determining. - .-

I should note the charge given to the newly formed Off1ce of Scxence
and Technology Policy that:

Federal patent policies should be developed, based on uniform
principles, which haveé as their objective the preservation of in-
centives for technological innovation and the applicatiom of pro-
cedures which will continue to assure the full use of heneficial
technology to serve the public.

Thus the timeliness of our current efforts. It is appropriate for
this subcommittee, established with special oversight respunszbllxty ’

. for analysis .and advanced plesoning studies on.all nonmllltary research
‘and develupment to begin to:bring together the various sources of
. knowledge and experience in this -area. - (Thornton, pp. 1- 2)

ay




~
Lo preparation for these hearings the subcommittee published two committee

prints _1/ containing background materials on Government patent policies.
Volume I consists of Presidential statements, Executive orders, and statutory
provisions which relate to the ownership of inveﬁtions resulting from federally-
funded research and development, while..wolume II contains reports of committees;
commissions and major studies.

The subcommittee heard the testimony of ten witnesses representing both. the
public and private sectors. - Seven of the witnesses were from the Government. —-
two from the Department of Commerce, Dry -Betsy Ancker—Johmsen and Dr. Howard E.
Forman; two from the Energy Research and Development Administration, James A.
W11derotter and James E. -Denny; one from the Natlonal Aeronautlcs and Space Ad-
mlnxstratlon, 5. Nell Hosenball; one from the. Department of Health Educatlon
and Weifare, Norman 3. Latker;'and one from the'Department of the Navy, Wllllam
0. Quesenberry. There were two witnesses- who testlfled representlng the industry
sector Franz O Ohlson and Charles 5. Haughey, and one witness from academ1a,

Raymond J. WOodrow. A summary and analySLS of these witnesses' testlmony be-
fore the subcommlttee appears below. Followxng an 1ntroductory section is an
analy51s presentlng the observat1ons and oplnlons of the w:tnesses under these

major sub]ect areas:

1/ U.S. House of Representatives. Committee on Science :and Technology, Subcom-
" mittee on Domestic and International:Scientific Planning and Analysis, 94th
Congress, 2nd session, Serial MM; Background Materials on Governmeént Patent
Policies: The Ownership of Inventioms Resulting from Federally Funded Re-
search and Development; Volume I — Presidential Statements, Executive Qr-
ders, and Statutory Provisions; Volume II == Reports of Committees, Commis-
sions, and Major Studies. Washington, ¥.5. Govt, Friat. Off., August 1976,
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The Effects of Govern.ment Patent Pollcy on the Unhzatlon of Inventions
and on Contractor Parr.lclpat].on

- Aspecta of Government Patent Pollcy Affectmg the Utlllzatlﬂn of

I.uvl:u.l..l.o'l.'l.s

in Federally-Funded Research and’ Develogment

' ‘Blements of 4 ‘Sound Govermment -Patent Policy
“Zniform ‘Patent Policies and Procedures . S

- Rxghts in Inventionsg Made Under Government Contracts

- Rights to Inveéntions Made by Governmént Employees ~ -

The analysis concludes with a summary of each witness' observations and

opinions regarding the issues surrounding Government patem‘.. polic;y..

The. Effects.of.Government. Patent Pull.cy yo Contractor Partm}.patmn




1I1. THE EFFECTS OF GOVERNMENT PATENT POLICY UN THE UTILIZATION
OF INVENTIONS AND ON CONTRACTOR PARTICIPATION
A majér 6bjécfive of these hearingé before the Suhcommitteé.bn ﬁomestic and
Intern;tional Scientifié'Planning ané_Aﬁélﬁsis was{tﬁ examine:the effects of
present Government patent policies. -.This section reviews the .testimony regard-
ing the effects of quernment patent . policies on,the‘uti;iza;ion of .inventions,.

and on contractor participation in federally-funded research and development.

Aspectskof.Gbﬁerﬁment Patent Poiicy Affécting the Utilizétioﬁ.of Inventions

For many years thefe has been debate~$vé¥ what tﬁélcovérnméut'é'ﬁélicy
.should be concerning the ownership-ef inventions resulting from Government-
sponsored R&D, It is generally agreed, however, that whatever the policy, it
should be one that promotes the utilizstion of inveations. A prime concern of
the Government regarding its patent policies andé practices should be to
". . , foster the means for making each invention contribute as much as pos-—
sible of its potential utility to the Nation's welfare." (Forman, p. 13) It
is magintained that s Government patent policy that fosters the utilization of
inventions protects the public's investment iﬁ research and development, serves
the public's interest, and is in keeping with the constitutiomal directive_to
" . ., promote Science and the useful Arts."

But while the consensus is that ". . . the public benefits most when pat-

" (Ohlson, p- 89), experience shows that only a small
perien .

‘ents are utilized , . .
percentage of Government-owned patents has been utilized. The Government owns '
about 28,000 patented inventions available for licensing, but only about 5%

have been subject to scme type of licensing action (Forman, p. 8; Ancker-

Johnson, pp. 896—897).




It has been suggested that some of cthe. rémaining.22,000 or 23,000 paténts

have not. been utilized perhaps because they.are not commercially viable -- that

patents=«for-whichztheresissnozcommercial-market:

they#aressimply

(Thorﬁgah, P 528) While this may be Efﬁé'of'somé of thgmébvérnménﬁ-oﬁ;ga‘inﬂ
vent1ons, a number of witnesses were councerned-that aspects of Government patent
policy have affected the utlllzatlon of these fnventions.

Gr1t1c5 maintain. that there are several problems with Government - patent
policies that contribute to their ineffectiveness in promoting the utilization
of inventioqs and furthering the progress of the arts and sciences. Some believe
that . two problem areas are the title-taking policies and the nonexclusive-~li-
censing practices of some -Government agencies regarding contractor inventions
resulting. from federally-funded R&D and.that these policies. are the reasons for:
nen-utilization.

. Acquisition of Patent Title. Who should retain title to inventions arising

out of Government—-sponsered R&D ~— the Govermment or the contractor? Some crit-
ics of Govermment -"title-taking" policies argue that leaving title with the Gov—
ernment contributes to the nonuse of these inventions. They ﬁaintain that con~
tractor;oﬁnership of patent rights.assures better commercial development and-
utilization of an inventiom.. Mr. Latker: of HEW, in the context of a discussion
about- title waivers, suggested: that-when in bis Opinioﬁ titlé: to an' invention
.should have been waived to the contractor, "...: . the ownership in the Govérn—
ment resulted in nothing ever happening.". {Latker, p. 818) Mr. Ohlsom, a
witness representing the indus;ry;sgctq:, also.noted:. !"You will find that the
Originating,iﬂventing~organization has. the greatest incentives to take advan-
tage of their inventions and get it [sic] into the coﬁmercial area.”: He con-—
tinwed, "These jncentives are all lacking when the title goes into the Govern—

ment.” (Ohlson, p-.281)




On the other hand,. however, it was. pointed out ™. . . that merely to leave
the rights to inventioms in the hands. of:private ownership will'not,-pér se,
guarantee their exploitation or utilizatien." (Forman, p, 13) Another witness
corroborated ‘this Qiew:

Does' leaving title to inventions:with the contractors move the tech-
nology to the commercial marketplace for use by the public? Each time
someone looks into use made of contractor-retained inventions;-the same
disappointing picture appears. The most Dptlmlstlc study of record found
.only 13 percent ever used. . : “{Quesenberzy, p. 738)

" Licensing of Government—Owned Inventiéns. Differing views on whether Gov-
.
ernment or contractor—acquisition of title would better promote invention. util-

ization were presented, but there was general agreement that an} policy laéking-
provisions for the implementation of -invention utilization can contribute to-the
" ponuse of those inventions, . It is contended that: when' the.Government retains
title to inventions, utilization can be provided for in the licensing of those
inventions (since the Government itself is mot im the practice of commercial-
izing inventions). Yet, severazl witnesses expressed opinions that certain Gov-
ernment licensing practices suppress rather than promote use of inventions,

It -is the Government's policy to grant, upon request, nonexclusive royalty-~
free licenses to all inventions for which it-holds title. In the event that ' .~
there are no takers on a nonexclusive basis, the invention may then be offered
on an exclusive basis.  The policy of granting nonexclusive licenses ie based -

‘on the belief that inventions generated with tax dollars should be made freely

..available.so.as to.benefit.all.taxpayers...It is.often.argued, however, .that. . . ...

the public may actwally bemefit less from the .increased availability of Gov-
ernment-owned inventions.‘ The reasoning behind this argument is in the paradox:
"uhat belongs to everyone belongs te mo one." - (Forman, p. 17} It is a carious’
paradox of economic reality that "something free for all istof little use to

anyone.” (Quesenberry, p. 880) Accordingly, the argument against nonexclusive




1icensiﬁg"of Government—owned -patents ‘claims that this practice negatively ai-

fects the utilization of inventioms.

--In:his prepared statement before the subcommittee Dr.: Howard For

UYL R BT oneouE  Eonicept s unfortunately-held: by: some--persong-who - do Ot

derstand the practical aspects of operating a business or industry, that patents
=

can be effectively utilized even if they are made ava1lab1e to 1nterested prac- : T

titioners on a nonexc1u31ve basxs. (Forman, p- 15) He explalned'

It is only when a party has the right to exclude all others from prac-
ticing an inventiom, at least for some limited time, that it may be eco-

* momically feasible for that party to make the necessary investment. The i
lead time furnished by the exclusive right which the patent makes possible
will give the developer an opportunity to recoup his investment and pos-
sibly to make a deserved profit before the invention is opened up {(by ex-
piration of the patent's exclusive right)} to its practice by competitors.
Thus, if patents are to be capabie of performing their intemded function,

' they can best bg utilized if they convey an exclusive right to practice the
patented invention for some minimum period of time. (Forman, p. 15).

Countering the argument against exclusive licensing of Government-owned in-— ' i

ventions Dr. Forman continued:

It has been contended that "the people pay, the people should owm,"
i.e., "inventions finamced with public funds: should: inure to .the: benefit
of all the publie, and should not become a purely private munopoly under ]
which public—financed technology may be -suppressed, used‘restrlct1vely,-or' i : |
made the basis of an exaction from the publie to serve private interests" i
(Att'y Gen., Report and Recommendations te the President, Investigation of
Government Patent Practices and Policies, Vol. IIL at 28 (1947)).

This narrow view does not -take' into account. what may happen to the
inventions in question; it only concerns itself with the merits of leaving
or not leaving any rights to the inventions with ‘the Government contractor
or enployee. Ef the Government takes title to the inventions and pre-—
sumably permits practically anyone to-'practice :the inventions’ this con-
ceivably would make for the widest possibie availability of the inventions
to the publie. at large., Will this increased availability, improve the
chances that the inventions will accelerate scientific achievement, help

-~the economy, benefit the consumer., promcte competition, and ‘give. more
“work opportunities to 'everyone? - Not very likely, for unless there is.a
strong: incentive to invest in the development of the invention, merely
to maximize the availability of the iuventionr (as by granting everyone
who asks a royalty-free license) rarely serves as such an’ incentive. ILf -
by and large the inventions are not used, ther the policy of merely in-
creasing their availability to greater numbers of people could hardly be
consldered in the publlc 1nterest. e o ' (Forman, p. 15)

¥




Dr. Robert Ellert, Assistant General Counsel for Science and Technology.of
the Department of Commerce, whe accompanied Dr. Ancker—Johnson t¢ the hearings,
alsc discussed nonexclusive licensing as a reason for the nonuse of Government-—
owned patented inventions, He noted:

) . . . how can we dispose of 28,000 patents. They are just sitting
there. Again, it pgoas back to the fact many people don't want nonexclusive
licensaes. They want exclusive rights. This is a problem and we are think—-
ing of ways to get the inventions in this portfolio utilized.

(Ellert, p. 899)
Mr. Quesenberry 5 .statement supported the notion that a patent offered on a nom-

exclusive basis has "

. w .- VETY 11tt1e 1nterest ghown by the publlc in llcenszng
its use." (Quesenberry, p. 796) - Mr. Quesenberry. gave two examples of private
xndustry interest in commerc1a11z1ng Government-owned inventions in the event
that EXC1u31v1ty could be assured (p. 796) and he noted, "We're [Department of
the Navy] hav1ng experlences rlght now of con51derable prlvate sector Lnterest
in our technology Lf there can be exc1u51v1ty under the patent eystem.
{Quesenberry, p. 803)

Mr, Latker, of the DepartmentJOf Health, Education and Welfare teetified
that when the pharmaceutlcal ‘industry ran a boycott of: Government owned inven-

. t1nns it was at, a time. when the department had ne. capablllty of llcenSLng in-

dustry on an exclusive basis. He noted that as-a resuit thexr entire patent

portfolio was V1rtually dormant._ (Latker, p..?23)
The. above testlmony of the witnesses lent support to the argument that the

11cen51ng policies and practxces of the Federal Government affects the utlllza—

"tlon of Guvermment-owned anEnthRS and that speclflcally, nonexcluSLve llcens—
ing practlces dlscourage the commer01allzatlon of these lnventlons.ﬂ In-Drum;
‘Forman's oplnlon these p011c1es constitute a form uf suppresslon of patents:
~« « « I held that the U 5. Government, by acqu1r1ng 28, 000 patents
and ‘not seeing to their utilizaticn for the publie good, 1s_also guilty

" of suppression of patents., It amounts to the same thing as the charge
made against corporaticns that acquire many patents and don't use them,




When the Government sdys. it will license anybody who wants-it. and nobody
comes and takes a license, that is negative suppressiom. It-is.suppression
just: as much-as if they refused to grant a llcense, or refused to exploit
the patented invention. . . RIEEE . (Forman, p. 11)

“The Bifects of Govornment: Fatent Policy 6h"
Federally-Funded Research.and Development

Several w1tnesses test1f1ed that Govermment patent pollCIES have 1nh1b1ted
contractor part1c1pat10n and have deterred cumpetent and quallfled contractors
from seekxng Federal R&D contracts. The ¢onclusions of a 1968 study conducted
for the Federal Council for Science and Technology, by HarBridge‘HOuse, Inc.,
were cited in support of this notion {the atudy referred to appears in Commit—
tee Print, Background Papers, Volume II pp. 69-1401]:

The -study concluded inter alia that Government patent policy had ma-
jor. adverse effects on industry participation in Government research. pro—
grams, such as program délay, loss of participants and diversien of private
funds from Government lines of research. (Ohlson, p. 90)

It has been documented that in meny cases, such as those cited in the
famoup Harbridge House report, . . . adverse patent and data policies of a

Government agency have been a major cause of companies shying away from po-
tential contracts with that agency. S (Haughey, pe 172)

_While a majority of witmesses, suggested that aspects of Government patent- .

policy.adreraely affect_pontractor participation in faderally—funded research .
and development, one witness doubted that ". . . the. record shows that patent
rights provisions have turned away able. and capable contractors." Mr. Quesenberry

explained:

" Mr. Chairman, I have heard, and I have for 30 years been.listening to

comments made on Government patent policy, the comment that this corpora-~

. tion or that corporation .does turn down a contract. In my opinion, this is

_normally brought to the hearxngs in Congresg by the patent lawyers. We
patent lawyers like the patent system, and we.want everyone to apprecxate
the beénefits of it.

. But I donr't think the record shows this. I think that the Congress
has had comments on this by others. For example, Admiral Rickover spoke
in his capacity with the Atomic Energy Commission -~ and this was a title
agency, As I recall in his testimony years ago, Admiral Rickover made it
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very clear that he had no problem- w1th flndlng able and w1111ng research
“econtractors to take the research.’
I have many times heard the counsel of the Senate Subcommlttee on
Patents, Trademarks and Copyrights appear before patent professional
groups and'say, "The chairman of our subcommittee would like to support
you. Give him evidence of such instamces.” There may have been a few
submitted; but the last I knew it -was very discouraging. - The"captains -
of industry did not come forward and say, "We tuined down research” and
development.,"
"S0°1 'guess, Mr. Chairman, what'I'm saying is‘that you will® find -we
patent lawyers will raise these precautions to you frequently, but I
‘don't think the record shows that patent rights provisions have turned
away able and capable contractors. (Quesenberry, pp. 803-804)

The gereral consensus, however, was that there are aspects of Government
patent pol].Cles that adversely aifect contractor part1c1pat10n. Drawn :_‘.rom
the testimony of several witnesses, the follow1ng were c1ted_§s inhibiting faCf‘
tors: 7

(1) Lack of a uniform Government patent pollcy and resultlng admlnlstra-
tive burdens;

(2 Government agency title—taking policies; and,
(3} Mandatory or compulaory 11cen51ng of background patents.

Lack of a Unlform Government Patent Policy, Dr, Betsy Ancker-Johnson felt

that - the diversity in Government agency patent policies and practices and the
administrative burdens asseciated éith this lack’' of uniformity deterred compe~— -
tent gnd qualified contractors. She testified that the adeinistrative burden

of deciding the type of patent rights cléusé to ‘be used aﬁd the uncertainty as-—
sociated with that decision, ". . . has deterred both smail businesses and the
most’ competent of our larger conceras from taking Government'cont¥qcts." (Ancker—
'”Joﬁnéon, p.:900). In an explanégidﬁ of the various Qgency policies concerning
the alleocation of‘rights to*inventions resulfing from federally—funded R&Q, Dr.
Ancker-Johngoﬁ discussed how this divgrsity may be burggnsume to cuqtrgcto;s

thereby inhibiting their participation:
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An-examination of the Federal patent policies mentioned-above dis-
closes a significant diversity in agency practices in this important area.
As .you have noted, Mr. Chairman, some. agencies are obligated because .of

statutory requirements to use a clause acquiring title to all inventions
s regultingsfrom-thes-contrac Othersagenciessaresrequired«tosusesanclause:

title: to the' contractor under certain circumstances. .In addltlon, other
agencies may use any one of several clauses, either acquiring title, ac-
qurrlng only a llcense, or defertring: the allocation of rights:determina-
tion until an invention is made,under the contract, as prov1ded by the
1971 Presidential statement. -

As a result of the diversgify in agency. practices, there is an enor-—
mous and needless administrative burden:placed on both the Federal ‘agen—
cies and their contractors as extensive negotiations occdr respecting the
rights to be granted the contractors and those te be retained by the Gov--
ernment. This administrative burden ofted deters the most qualified and
competent contractors from seeking Federal R&D contraets, thus inhibiting-
competition and curtailing the w1despread ytiljzation of inventions re-~
sulting from such resesrch B ~ (Ancker—Johnson, p. 889)

e ) ‘
Government T1t1e—Tak1nw Pollcles. - Awo witnesses cited examples to support

. the opinion . that Government tltle—taklng p011c139 may dlscourage cnntractnr par-

tLC1pat10n Mr. Jesse Lasken-of: the Natlunal Sc1ence Foundatlon, who accumpanled

Mr, Latker to the hearxngs, stated: L )JJ-‘-

+ « . there was one large company.that was doxng work in geothermal,

_had quite a portfolio in drillimg, and that' sort of thing, and tlhey wouldn't
have entered into these efforts.:if theyrhad thought that they were going to
. lose rights in patents that might . arlse under drilling techniques and other
things that they were doing. - : (Lasken; pi- 807)

.And, as one of the representatives from the industry sector Mr. Haughey

testifiad: "We have in many cased in our own company been discouraged from pur-
suing technology useful to those agencies that control the field or work in the"
field where there is .a.title policy." (Hzughey, p. 379}

Mandatory Licensing of Background Patents.  It-was brought to the attention

. of the subcommittee. that the issue of the Government acquiring rights to a con— -
tractor's background patents ". . . is perhaps thé most controversial and emo-

tional issue of all." (Denny, p. 433) Backgroundiﬁgtents may be defined as

those patents covering inveations made by the comtractor befere or outside of -
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the contract effort which are necessary to practlce the subject matter of the
cuntract work Under certaxn circumstances the. Government can requlre mandatory
or compulsury li;ensing.of.a contractor;s privately-develoﬁéd background paéents.
Mr. Ohlson, a éitnesé from the industry sector,;suggested thaf the ﬁandatory li-
censing-bf bﬁckground patent%v" . .-has not been accepted by 1ndustry and, where
made appllcable to Government procurements, has usually 1ed many companles to
refraln ftom competlng in such procurements. (Ohlson, p- 90) “In answer to a
questlon posed by Chairman Thornton and in. support of his abuve statement Mr.
Ohlsan further explalned. . .

Take the p031t10n of a company that/ﬁas a strong patent portfolio im a
particular area. The Government expresses a desire for research, generally
i.;through a request for a proposal, an RFP as it is. called, Or'invitation ta
bid. Such a firm has two alternatives. They can compete for that contract
and should that contract.contain mandatory licensing, the company. puts their
patent portfolio into jeopardy. On the other hand, they can refuse to bid
and stand by. . If the end results of the contract infringes any one of their
patents, the company can bring action against the Government in the Court of
Claims and recover. Actually, the only cost.-is legal fees.
1f they decide to participate in the program they jeopardize thelr
. conpetitive position and may have to -grant & license. under their patents
‘to their ﬁoughest_competitoru .There is an 0ld expression in marketing:
"Macey's don't tell Gimbel's how it runs its business." And that is the
same way. When you expose your background techuology, it is your competitor
who may benefit. .-+ {ohlson, pp. l1l4~115)

Mr. Haughey, another representative from iedustry, when asked by Chairman

“Thornton what was a major factor-"... . in inhibiting a company from entering

into an agreement when proprietary rights may be surrendered . . .", answered: .

"The loss of control of your background.is obviously a major factor." (Haughey,

- P..284) Dr. Ancker—Johnson alse noted: - "It certainly ‘was my experience in the ...

private sector that private companies, those for whom 1 worked, were very re—
luctant to enter into contracts with the Federal Government because of the pos-~

sible loss of rights-already held by the company . .. ." {Ancker-Jchnson,. p. 905)
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II1.. ELEMENTS. OF A SOUND GOVERNMENT PATENT POLICY: UBSERVATIONS AND OPINIONS

As noted in section II of thls analy31s, several wltnesses at the hearlngs

pgsuggested that Fedetal patent pOllGLeE hava adverse effects on contractot P8
t1c1patlon and invention utlll;atzon. Wlth thls notion as an underlylng theme
the teatimony presented thrnughout the five days of hearings concentrated on
three main tDplcs. ’ . .

(1) The concept of a unlform Govexnment patent pollcy,

(2) nghts to 1nvent10n5 made by Government cnntractors, and

.(3) nghts to 1nvent1ons made by Government empluyees.

A sound Government patent pollcy would appear to be one that addresses 1t-

self to these three main tDplCS of concern and one that hest respunds to the
.

DbJthlves of maximum anentlon utlllzatlou and contractor parthlpatlon Ex—

amining the issues surroundlng the three above-mentzoned toplcs, this section
of the analysis will present suggestions made at the hearings for alleviating
the adverse effects of Government patent policies and the witnesses' observa-

tions and opinicns on the elements of a sound Government patent policy.

Uniform Patent Policies. and Procedures

/

A study of the patent policies and pract'deg of . the various: Government
agencies reveals that-there is significant/égiersity in. this area. As Chairman
Thornton pointed out in his opeming.statement:.. ™. . . the Federal Government

has developed patent policies primarily on an agency-by-agency basis resulting .
in. some. 20 dlfferent approachea. (Thornton, P 2) Whlle the 1971 Presidential

memorandum and atatement of Government pateut puilcy does prov1de some coheslon

not all agencies are governed by the adm1n15trat1ve regulatlon because ", . . the

patent policies of some agenc1es are dlctated by provisions of their enabllng

legislation . . ." (Forman, p. 18) and the policy statement does not apply to
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those agencies ", . . whose patent policies have been Taid down.by statutes
which ofiginated them or by amendments to those statutes," (Forman, p. 13)

As g resylt, Government patent policy was characterized as " . . . srill a

kale1d08cope of individual agency practices . . ." leav1ng the "; . . osit-
uation 2s muddled as ever." (Quesemberry, p. ?38)
As previously noted in section II of this analyaié, Dr. Ancker—Johnson
restified that the diversity in agency patent practicééfflaces enormous and
mﬁeedless administrative burders on both tﬁe Fedefal agegeies'énd their con=-
tractors and that in turn, these administrative bur&ens.often deter euelified
and competent contractors.frum seeking GoternmentiR&D cdnttacts. (Anc#er—
Johnaon, p. 589) Several WltnESSeS expressed the opinion that while the dif-
fEtlng wmissions of the various Government agenc1es requ1r; d1fferent patent
pollcles because of the varled kinds of technologles the lﬂleldual agenCLes
deal with 1n dlscharglng their responsibilities, neverthelesa, some degree of'
unlform1ty mlght be de31rable. Mr. Latker of HEW stated, . . our scien—
tists don' t view thlngs on a mlss1on—or1ented b351s at all and I have no d1f—
ficulty in perce1v1ng some general ptlnclplea of patent management that every
agency could abide by in managing their portfolie." (Latker; p. 811) Mr.
Wilderotter of ERDA suggested that "... . it would be in the public interest
to have some degree of uniformity bétween and among Government agencies.". '

(W11detotter, p. 440} And Mr. Hosenball of NASA gave his opinion on the ia-.

[, e BB e s e i i e e e (

I think generally NASA supports the concept of some-degree of unifor-
mity, and I think legislation could be drafted providing thaf uniformity,
at-the same time that provisions are in the legislation to assure that
| the ggency == the particular agency == carries out its statutory mission.

} . " 8o I.think there certainly is a case for uniformity, recognizing that
i you do need some degree of flexibility in that uniform policy to. allow

{ - - agencies to carry out their own particular missions.- {Hosenball, p. 488)
‘ . e
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... %hile.several witnesses felt that ‘uniformity could’'be desirable; some wit~

nesses expressed stronger opinions on the degrees:to which uniformity in Govern-

abpE T DE AT KEE ST o § B

felt that uniformity was necessary in order to lessen the administrative burdens

associated with the complex and diverse patent policies of Government agencies.
She also notedrthat it was the desire of éﬁe [f&rmer] Federal Council for Sci;
ence and Technoiog& to formulaté 2 uniform Feder%l pateat policy and that the
Committee on Government Patent Policy‘was establishéd in 1965 for the purpose of
providing a.forum for developing such a position, (Aucker—-Johmson, é; 861)

When Mr. Ohlson,.a witnéés froﬁ the.Aer65§ace Industries Association éf Ameriéa,.‘
Inc, (AIA), was asked if he.saw ; neéd‘fof different patent ﬁoiicies he gave

ATA's stand on the issue:

We felt the time had come for the Congress to take a real hard look to
see whether or not a single patent policy would not be proper at this time,
Since that time, we have continually examined the quéstion and have included
it in our proposed bill; We think it is time that-there is a single policy
and that it be unlformly admlnlstered. (Ohlson, p. 380)

Mr. Quesenberry of the Department of the Navy expressed hls opinicna re- .

gardlng the diversity of Government agencles patent POllcleS:
The prlvate sector is entltled to be able to deal- with. the many dif-
ferent representative. agencies of the Federal Government under uniform
. conditions. The agencies who: seek capable research assistance .from the
private sector to carry out programs,-should not be.competing with one
another in terms of patent poliecy. Executive direction and congressional
overseeing- of the functioning of Govermment should not be subjected to a
. hodgepodge of agency patent: pollc1es. . o (Quesenberry, p.:739)

: e
And Dr. Furman, in th prepared statement before the subcommlttee, ex=

pressed his. Oplﬂlon. SRR i e e e Ao

o

As long as‘the paramount crlterlon is to be the utilization: of the
invention, and if it is decided that such utilization is best done through
such Govermment—chaperoned. private activity, them all inventions in which
the Government has an interest sliould.be made subject to the identical
treatment. - - . (Forman, p. 16)
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Notwithstanding the claims that some diversity in Government agencies' pat—
ent policies and practices is justified, the witnesses who discussed this issue
generally agreed that uniformity is a desirable element of a sound Government

‘patent policy.

The Allocation of Rights to inventions Made by Government Contractors

A major part of the testlmuuy focused on issues surroundlng the allocatlon
of rights to lnventlons wade by Government contractors title vs. llcense—

- taking policies, nonexclusive vs. exclusive licensing of inventions; waiver
policies, rights to backgrnund patents, eﬁc. 1n.tne discusnion that follnns,
op1n1ons on these issues wlll be examlned relevant to ex15t1ng Gnvernment patent
policies and pelicy options or alternatlves.

nghts in Inventlons Made Under Government Cuntracts. Mr. Ohlson included

as part of the hear1ng record an AIA document eutltled ”A Proposed Government
Procurement Inventlon Incentive Act" (pp. 92 113) The documeut contalns a
synopsis of exlstlng Federai p011c1es w1th.an explanatlon of tltle -and 11cense
p011c135 7 K

Existing Federal policies fall within two general categorles: a “'title
‘policy" under which the Government acquires title. to Subject Inventions and
Subject: Patents and the contractor normally retains a royalty-free non-
exclugive license therein, and a "license policy" under which the contractor
retains title and the. Government acqulres a royalty free, non—exc1u51ve li~
cense.

Actions by the Congress to formulate patent pOlle have resulted either
in the enactment.of a "title policy": or a statutory requirement that “pat-
ents , ,. . be fully and freely available to the general public." This lat-
ter’statutory-requirement-has been implemented-as--a-Ytitle-policy,!.

In 1963, President Kennedy issued a Memorandum and Statement of Govern—
ment Patent Policy to guide executive agencies, not otherwise governed by -
statute, in allocating rights to inventions made under Government grants and
contracts, The Presidential Policy,: developed: after extensive interagency

- deliberations, seeks to accommodate the various Government-policies and in
‘esgence embodies both "title" and '"license"™ policies. ' The Presidential
policy also includes "march in rights™ under which, where the contractor
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- retains titlé, the Government may under certain situations-require the
“granting of licenses, either royalty-free or on other reasonable terms.

. Significantly, the Presidential Patent Policy was revised in 1971 to
enlarge the authority of agency heads to waive title to contractors and
to.authorize, the grant.of.an.exclusive.license.under:a-Government=owned

patent. AR 96)

Dr. Forman pn1n£éd out in hlS prepared btatement that ‘There are a varlety
of rlghts to patents and patentable_1nvent10ns whlch the Govefnment may obtain,
and éevergi ﬁéyé iﬁ which ié.ﬁaj adminiéﬁer those fighfs." {Fb;man, p. l&)
Sevcrél éflthese ways neré &iscuéseﬁ.at thé.hearings and are summarized asnéhe"

fOllUWlng.

ol The Goverament may ‘obtain tltle and cffer nonexclu31ve 11censes to all
who' apply, . .

. The Government may obtaln tltle and gtant exclu51ve llcenses that may
be revoked or transferred to another party im.the event . that commer-—
cialization has not taken place in & fixed amount of tlme'

— _The Guvernment may take tLtle and concelvably engage in manufacturlng
or commercializing the iavention itself.

SOT o e s

== Thé Government may normally take title with provisions for the waiver
of ‘the title te the contractor, the waiver being subject to march—im
..rights {either requiring the licensing of others or termination of the .
waiver) irn the event that commercialization has not taken place in a
fixed amount of time; -

.~ The: Government may. leave- a 'defeasible title" to the inventor — in
the: event that steps are not taken by the inventor to commercialize
the invention, the Government car take back the title-and grant it to
another interested party.

There are many arguments against both Government acquisition of ritie to

inventions made under Government contracts and momexclusive licensing. As pointed

out earlier, the policy of granting nonexclusive licenses.to.Government-owned

inventions tc-any interested parties.is based. on.the congept that inventions

generated with rax dollars should be made freely available to the taxpaying
public. The argument against nonexclusive licensing maintains. that in reality, ..

there are few or no takers of licenses offered on a nonexclusive basis and

26=696 O = T8 = 4
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what results is the non-utilization of Government owned inventions ]see section
II of this report for testlmony opposing the Government practice of nonexc1u31ve

licensing].

The position generally taken by most of the witnesses at the hearings was
that if the Government takes title to inventions resulting from federally funded
research and development, it should permlt the exclusive 11cen31ng of nhese pat—-
ents in order to better insure the utilization of inventions. As Dr. Forman

i pointea out :

It is only whenr a party has the right to exclude all others from prac—
ticing ap invention, at -least for some limited time, that it may be eco-
nomically teasible for that party to make the necessary investment. The
lead time furnished by the exclusive right which the patent makes possible

. will give the developer ‘an-opportunity to recoup his investment and pos-
8ibly to make a deserved profit before the invention is opened up {(by ex-
piration of the patent's exclusive right} to its practice by competitors.
Thus, if patents are to be capable of performing their intended functiom,

‘they can best be utilized if rhey convey an exclusive right to practice
the patented iavention for some mirimum period of .time. ' (Forman, p. 15}

pr. Forman, however, noted that the mere granting of exclusive licenses does not
guarantee the utilization of invgntions. Accordingly,:-he suggested that the
Government -oversee the utilization of inventions through the-following provi-

. sions: . ‘ -

To discourage disuse or non~use of inventions, there should be some
requirement” that the holdexrs of rights thereto must prove that they have
made reasonably satisfactory efforts té utilize them commercially within
a stipulated period of time, or else yield the exclusive rights thereto.
The Government's right and duty should de to see to it that if such utili-
zation is not accomplished as described, the exclusive rights are trans—
ferred to scme other party that seems 11kely to brlng about the desired
~utilization. - L o (Forman, p. 13)

"In support of the exclusive:licensing of Government-owned inventions, Mr.
Quesenberry believed that the contractor should have automatic first option
for exclusive rights to commercially develop and market inventions under the

contract for a-fixed period-of time, - He maintained that insurances may be
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provided for the utilization of inventions through the revocability of the’

exclusive right, should the.contractor not carcty cut its plan for commer—

39 )=Net Mr..Degny..suggested.that.

dting patent. provisions Lot EAUA R&D contracts,
presented substantial problems. He concluded, however:

In view of the fact that experience has shown that very few exclusive
licenses have been granted by the government, and in view of the several
safeguards provided to the contractor prior to the revocation of such li-
censes, the contractor is virtually assered that his licemse will not be
revoked in any field of use in which the contractor interds to commercial-
ize the inventions . (Denny, p. 435)
It was suggested that the Government could concelvably retain tltle ta an

'inventlon and engage “in commércializing the inveation itself as has been ‘done
in Britain and Canada. (Forman, p. 20) In view of the fact that such a prac—

u

tice would subatantlally alter the ". . . entire pdlitiéa14éconbmic free'eﬁtéf-

prise ph1losophy of the country" (Forman, p. 16), this was regarded as an 1n—
terestlng but not 2n acceptable alterpative. .

Another method by which the Government can admlnlster rights to pateutabie
inventions arlﬁlﬂg out- of Government-sponsored R&D -is. to waive title of these
inventions to the bontractor. Both NASA and ERDA patent pollcxes allow the
granbing of waivers. To encourage the utlllzatlon of inventions whose title is
waived to thé qoﬁgractor, waiver rlghts.normally carry with them Government
march;in rights_éitﬁer reqﬁiring the 1icensiﬁg éf others or-thé términatio# of
éhe.wgivér in,the-event that steps toward utilization have not taken place in
a fixed amount of time.

.Those in favor of ﬁatent_poliéies allowing the gran;iﬁg of waivers main-
taiﬁ'tﬁat the fiexibility allowea b; this ﬁoliéy provides "..; . incentives to
contract . . . and to commercialize resulting technology™, and that the march-

0

in rights are available to ". . , give others the opportunity to commercialize
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inventions where the waiver recipient does not succeed."  {(Penny, p. 436)

Speaking for ERDA, Mr, Denny observed that aithough ERDA is still in a policy

developing mode “. . . the basic policy concepts of.patent waivers has not been
a problem.”" {Denny, p- 432} Mr. Wilderotter, also of ERDA, cited industry
opinion regarding ERDA's waiver policy. .He noted that although industry ex—
pressed an overwhelmlng preference tor a pnllcy of allowing Government con~
tractors tn retain- tltle to 1nVent10ns, 1ndustry believed that:

: ..« o the flexlblllty in grant1ng.wa1vers contained in ERDA's patent
:policy, if properly managed and liberally applied, could be sufficient to
encourage private sector participation and provide sufficient incentives
to secure commercialization of the results of ERDA's research- and develop—
ment efforts. (Wilderotter, p. 428)

lIt was recognlzed however, that waivers also carry Hlth them admlnlstra—
tive burdens assoclated w1th negot1at1ng time and cost, which dlscourage com=-
petent and quallf1ed contractor part1c1pat10n in feéerally—funded research and
development. A representatlve of the lndustry sector Mr. Haughey, noted:

The procedures in petiticning for and obtaining the grant of waivers
‘under - agencies such as NASA and FRPA are & substantial burden on a con~
tractor who wishes to acquire patent rights. The effort required to

. petition for such walvers is usually a close approximation to the effort
required by technical and attorney personnel to obtain a patent, thus
substantially increasing normal patent coests. The patent, when granted,
ig subject to revocation and is alse subject to the customary nonexclusive
license for use by or for the Government and eoften subject to more Govern—
ment rights, It follows that companies are reluctant to request and ac-—
guire rights under Government contracts.where waiver procedures are re-
quired because of the compleXLty of the procedure and the cost attendant
thereto. .- . - (Haughey, p. 174}

However, in defense of ERDA's waiver policy znd the associated administrative

iburdéns, Kr..Denﬁf éxplaihed:

) The great majority of our. negotiating time is spent, mnot om the basic
concept of a waiver, but on the detailed language of the waiver grant amnd
on other language set forth-in the patent clause. -For example, it has
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not been umisual Tor a waiver situation té bé recognized and agreed upon as
a result of a one-half-hour conversatiom, and yet the detailed language may
“involve 8 days of negotiation.

There are many

""r’e'search dBd"deVETE

He have, theretore, taken the brunt of lndustry s flrst contact with these
policies and contract language. ERDA is also dealing with a group of con—
tractors which in large measure have mever before contracted with the Gov-—
ernment. And finally, with almost each waiver request or waiver situatiom,
ERDA is establishing new policy or filling out a total waiver policy with
new situations for which appropriate comtract language has not been es-—
tablished, With the finalization of ERDA's regulations, the development
of more express waiver language for contract clauses, and the general
familiarity with the FPR/ASPR patent language, substantial progress should
be made in reducing our contract negotiation time: - {Denny,” p. 432)

© In addition to the arguments presented against waiver policiés,-Mr. Ohlson,

a witﬁess from industry, presented anothey dpposing view. MHe maintdined that

whlle walvers do prov1de same degree of incentive to the contractor communlty,

.. the acqulsltlon of rlghts to rnventlons Shuuld be based upon a tirmer

or more permanent base than the decision of an lncumbent agency or department
head or his dESLgnee." {Ohlson, p. 90} And Mr. Weoodrow, a witness from zcademia,
preggnted the unlverSLtylsector-s opinions regarding waivers:

Sometimes the waiver ‘'is granted in advance for 'a particular grant or
“contract ;pf all inventions that may be made. Sometimes the waiver is
granted dfter an invention is identified -- after the research is well
under way and the invention is madé-on which a waiver is desired: - And my
experience and that of my colleagues are not favorable in either situatiom.
Waiver applications are complicated and costly, I believe that it costs
more than $1 000 just to get all the machinery underway to get the waiver.
"The“agency's criteria for-granting waivers are difficult to satisfy and
their- admlnlstrathn demonstrates ‘the typical ‘bureaucratic tendency ol -
being more stringent than necessary in order to avoid criticism.- Waivers
also often carry with them march-in réquirements and other strings.- Waivers
on individual inveéntions after’ identification gemerally make it -impossible
‘to enter ‘into drug testing agreements or other''cboperdative undextakings,
such -as-4 program-we have-underway right now with an. industyy sapporting it. . -
and the Federal Covernment sipporting it. The-indiustrial organization will
not be satisfied with a waiver system after the iavention is made. Waivers
put the shoe on the wreng foot. If what I have said earlier is true; there:’
should be a very strong presumption that the country's interésts are best
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served by vesting title to inventions in university contractors and grantees
unless there is good and sutficient reason to do otherwise. '
(Woodrow, pp. 73-74)

Some witnesses felt that a Government patent policy that leaves title with

the inventor is the most desirable alternative., Such a.policy would be subject

to march-in rights in which the. Government could take back the title or require

_licensing in the event the;_steps are not taken by the_inventbr to commercialize

the invention. Dr. Formau:commented.op this glternative:

A more acceptable alternative is to leave the rights to inventions in
the hands of Government contractors who conceived them in the performance
of their contract, This would be much more in the public interest if it
can be shown that to leave the rights with the. comtracters will practically
guarantee maximum utilization of the inventions.

. A proposal has been advanced whereby such 2 guarantee would be pro-
wvided, Either the inventions, which contractors would be able to centrol
as their own {subject to the nonexclusive, royalty—Eree right for use by
the Government} are acceptably worked on a commercial basis, or they might’
forfeit .that control. - This gives the contractor a chance to get a return
on its own investment in the making of the invention, which it made either
before or after receiving the Governmeft contract, and assures that if the
invention is not put intc the commercial millstream, in a specified period

.0of time, the Government may step in.and transfer the exclusive right to

practice the invention to someone else. In this way, the Government can
pursue its responsibility of seeing te the development and use of the in— .
vention, without departing from the private ownership and management prin-
clples under which the country has prospered tor over 200 years.

. . . (Forman, p. 16)

Mr, Ohlson, one 0f the w1tnesses trom industry, expressed a preference “for
v

a lelcy Whlch allows the contractor to retaln trtle to.inventions:

such

Stated conc1se1y, ‘a P 1cy ‘to achieve. these goals should, prov1de for
the contractor to retain-title .to inventions made in the performance of
Government contracts with rights in the Govermment to practice such inven—
tions for governmental purposes and in the public to. obtain licenses there-—

-under-in-certain. circumstances, .for. example .where the_ contractor is not .
meetlng publlc rEqulrements. - : ) E (Ohlson, p. 9%)

-The w1tness from aCademla Mr, Wnudrow, also expressed a preferEnce tor

-

a lele. . . ,;.;.. [ 7 .. . -

To summarize, I urge that the vitle to inventions -arising from fed-
erally funded research at colleges and universities be left with the
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institutions; that this be done with the Govermment receiving a royalty—
free nonexclusive license for Federal Government purposes, and that the

Institutional :Patent Agreement with. reasonable and minimum' requirements,
as the best method so far encountered, be the methed for implementation.

“IE-these~objectives-can~be~accomplished{=the publicrinterestrwill~besgd
oV ARGEL and. the _equitiss..of. uaners;ty inveators,.and,.of universities thems
selves w111 be satisfied, . AWoodrow, p. 75)

Mr. Woodrow. briefly defimed the "imstitutional patent agreement” and urged
that it be applied to all Federal agencies in funding research and development-
at colleges and universities:

Briefly, the IPA is an agreement between an agency and a college or
university covering the management of all inventions arising from agency
grants or -contiacts to. the institution, unless specifically excepted, As-
an advance condition the institution's patent policy and program must meet
certain-criteria. - There are limitations on how patentable inventions can
be handled, and the Government may require licemses or additional licenses
if adequate progress is not made toward practical applicatiom, or for pur=:
poses such as fulfillment of publlc health or safety needs.

Dr. Betsy Ancker-Johnson supported-the concept of a policy which allows
contractor retention of title, Speaking as chairwoman of the Committee on Gov-
ernment Fatent POlle of the Federal. Counc11 for Science and Technology, she
explalned a draft pollcy proposed by the commlttee. She noted that thls pro~
posed pollcy adupted the baa1c concepts of the Comm1551on on Government Procure—
ment's "alternate ‘approach." . She explalned.

. ' The pollcy concepts . 1ncorporated in the alternatlve approach by the

. Commicsion on Government.Procurement and. endorsed by the Committee on
Govermment Patent. Policy, would permit the contractor to retaim title to
all patents resulting from Federal contracts and grants, and:-require the
contractor to. license others in certain specified situations: so.as to.
safeguard the public interest. In particular, the contractor would be re—
quired to license others if he fails to commercialize an invention covered
by the patent. Even.where he.commercializes his .invention, the contractor
would be required to license others—to meet specific public interest needs..
such as health, safety, and welfare, or to .correct a situation 'inconsistent
with the antitrust laws. It is expected that, in these licensing situa-
tions, the comtractor would gemerally be willing to license third parties
without a Federal agency determimation requiring him to do so, Should a
contractor refuse to license a third party, the Federal agency itself.has -
the right, in appropriate circumstancesd, to license the third party, sub=-
-ject to the contractor's right to & hearing and an appeal.

AWoodrow, p.. 74) ... .. .
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The proposed policy would reduce drastically —- I can't emphasize
.that enough ~- the administrative burden of deciding the type of patent
rights clause to be used in the some. 30,000 R&D contracts executed an-
. nually, and would obv:l.ate the need for preocessing waiver petitions.
; (Ancker—Jchnson, p. 888)

Hr..Queéenserry, hoﬁever, presented argaments against a pulicy'that pro=
‘vides for contractor ownership of inventions srising out gf Government-sponsored
R&D, It was his opimiom that the Government should own inventioms, and: that
the contractor'be allowed to obtain first option for exclusive licensing instead
of.retaining title. .. Quesenberry clted reasons why he felt the Government
rather than the contractor should hold title .to 1nvent10ns resultzng from Fed-
eral sponsorship of R&D.':He suggested thaf if the Guvernment:dées not protect
its: technology. it may flnd itseif in-the position of hav1ng ‘to- pay royaltles to
patent holders who have protected thelr technology and ", ... we'll end up w1th
:the taxpayer paying for this. new techmology twice." (Quesenberry, p. 800)° He

- believed the Government should own patents for a second reason:

.- The second reason why we should own:patents, I think, is exactly what
1 say is the bottom line, the utilization of this technelogy. T think
-you've had many witnesses, and I'wm sure you knew even before these hear—:.

ings, that if we tske this tremendous reserveir of technology and dedicate
it to the public.no-ome wauts it because of the risk capital involved. . .
So I think that the present interest in the Congress and in the ex=
ecutive branch of doing something withi :this technology reservoir, moving
it back to the taxpayer on the marketplace, must have the patent system’
behiné it .or it-isn"t.going to move to the marketplace. . S0 who else is
to protect-this if it isn't.the Govermment; who paid for it in the first
. place? Then use the patent system to-:let the originastor, be:it a‘con-
.tractor, ‘or what, to bring it .to the marketplace. .If he won't, then.offer
it to -someone else with the protectlon of the patent system over his.risk
--'capltal. ERCE . - (Quesenberry, p. 800) -

Mr- Quesenberry malntalned that even thuugh the record shnwa that the use

of Government-ouned ‘inventions has been poor, the:experience under ‘contractor

retentlon of t1t1e has not pruved to be -any better. He c1ted a Etudy that

showed ".., . less than 10 percent of . the -inventions retalned by contractors
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eVer reachied thé commeteial marketplace . ..." {Quesenberry, p. 803) ‘Tt was Mr.
Quesenberry's opinion that if there can be excluéivity'under the patent system

;thg;GOVEfﬁmeﬁt$wiliﬁtakemstepamtowpuﬁlic'z‘ i echno&bgygﬁnd@méké

ring forth the risk éaﬁifél;

the'iﬁcenfiﬁééfofﬁﬁhe”pg;eﬁf:éjétgh'avai}éﬁig to

the ". . . 3.percent usage of the old days will rapidly disappear,'”

Government Policy Regarding Background Patents. Background. patents are de—
fined as those patents covering inventions made by the contracfor before or ‘out~
sidg of the contract.effort which are_necessaryutolpracticg,the subject matter
of the contract work. The subcommittee heard testimony that the Govermment pol-
ey of acéuiriqg rights to contractors' background paténts is.a controversial

po;icy'w— one that possibly.affects the'pértiéipation of_céntractors in federally

_ financed research and development._ The controversy arises in the Government's ... ..

right under certaln clrcumstances to requlre Ilcenslng of & contractor’ 8 pri—
vately—developed background pateuts.' It is the usual s1tuat10n that.

e v . a contractor quallfled to perform the contract work will have
a background expertise that is likely to be covered by patented technology.
If the contracter is to use his best efforts under the contract, then it is
also likely that this background patented ‘technology will be 1nc1uded in
_the contract results. e oo . (Denny, p. 433}

JM:; Chlson ﬁotéd thﬁt a contracter who is competing for a Government con—
tract demonstrates his competency and is hired aceordingly because of his back-
ground. He pointed out:

) Obviously, a company. brings into. that competition years and yedrs of
private investment in establishing a company's technical expertise, .that
"will permit the compamy to be respongive to the Government's needs. - Even
_though there are those ;hat say there is a use of public funds in bringing
an invention into being under a Government comtract, it must be remembered
in many cases the invention is derived from the background and skills of
the engineers and the technicians who have not in any way engaged in Gov—
ernment activities, Thus, it may be difficult to distinguish between an
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invention made under the Government contiaect and am invenrtion that has.been
made patented with inclusive private funds.

If they decide to participate in the program they jeopardize théir
competitive position and may have to grant a licenmse under theiyr patents
to their toughest competitor, “ (Ohlscm, p. 114)

.Along'the same lines Mr. Haughey noted,'"The potential loss of a market position
by a contractor as a result of the réquired licensing of its background patents
is a severe handicap in pursuing and acquiring Govermment contract business.”
{Haughey, p. 174)

‘Mr. Denny éxplained ERDA's policy'ahﬂ practice with respéct to background -
patents:

I think one of the problems is that when background rights are dis-
cussed, unfortunately, the phrase is used that ERDA, or the government,
"takes" the background rights; or that the contractor has to “give up™ his =
background rights., I think this really is not the case.

We have a very delicaté problem here, ERDA's responsibility is to
create alternative energy sources. We must do this in cooperation with
industry. Industry is going to have-a ‘background position, and that back-
ground position is going to find its way into ERDA's research results. If
the contractor is the only corporation in’the United $tates that can util=-
ize the results of this contract effort, I think we have a potential con-—
flict between our missions: ‘to encourage competifion, ‘and to encourage

. widespread utilization, "
B What ERDA has tried to do is to define a very narrow background clause,
;which I might add, is not required by ‘our legislationm,

We have trled to define a very narrow clause that attempts to draw a
compromise between needs of the Govermmeat and the contractor, to make sure
the program results are accessible to the public, and to give the contractor
appropriate equity in his background. What the clause basically does is
define as a background patent, what I would call a blocking patent, only
those patents, the utilization of which are absolutely necessary in order
to practice the subject matter of the contract.

The Tight we take in a background patent for the Government is the
free right in the Government for research, development, and demonstration
purposes only. I like to paraphrase this right like this: We have asked

“-industry - to ‘allow-us to commercializeé -their technology. on-their behalf.
Once the invention gets into our program, we can complete our reséarch and
development, and that is all. The Government does not obtain production
rights or commercial rights. C .
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Second, “in background patents, we ask thée contractor to license others

at reasonable royaltiea upon our request, but only in the field of_use of
the contract, dot in other fields of use. - ’ : i v o
In addltlon, we throw xn several safeguards. The contractor can ask

¥
umthat -there.is. alta:natlva technology cummarclally available.or-that-he.-is.-
supplying thie market at reasonable prices, he does not have fo licénse.
(Denny, P 438)

Concludlng hls discussion of the topic of background patents Mr. Demny pﬂlnted
out:

Although industry dees mnot like the concept of a background patent
r1ghts clause, and views it with a great deal of suspicion, once the clause
has been studled and understood, 1t has generally been accepted with little
change. (Denny, p. 435)

However, jt was Dr. Ancker=Johnson's dpinion that ERDA's policy concerning’

"

background patents ig ". . . probably hampering ERDA very markedly.” (Ancker—

. Johnson, p. 905). .
Chairman Thornton asked Mr. Hosemball for NASA's ﬁalicy regarding back-
ground patents and Mr. Hosenball ‘explained:

Qur policy is not to take background patents. It's done very rarely.
1 can remember only one or two cases in my 15 years in NASA where that's
been done.

The nature of our mission is to acquire products prlmarlly for govern-

" “ment use, and, theréfore, we really don't generally require background pat-

ents to carry out our mission, so we as a matter of policy do not require
background rights of amy sort, and generally where it is reqaired, or some-
body thinks it's required. That decision is made in NASA headquarters.
We're very, very carefil in exercising the taking of any sort of background

rights, . (Hosenball, p. 509}

Rights to Inventions Made by Government Employees

Aniother area of controversy relating to Government patent poliby is the

Government's policy with respect to inventions made by its employees. Although. .:

this issue was not widely discussed at the hearings, some witnesses commented

regarding ‘it.. Generally, rights to inventions made by Government employees are
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determined by provisions .of Executive Order 10096 issued by President Truman on
January 23, 1950.° Briefly, the ﬁuiicy set out -in the Execu&ive order .states
that the Governgeﬁt shail obtain §ﬁe entire right, ﬁitie and interest to all
inventions nade by Government emplo&éés (1) during working héurs,.(z)_wi;h a
contribution.by the Government of facilities, equipment, materials, funds,
etc., and {(3) which bedr a direct relation to or are made in comsequence of
the official duties of the employee/iaventor,

It Was Dr. Forﬁaprs'§pfﬁion that Executive Order 10096 mayibe declared

uticonstitutional and that on the basis of this doubt, ", , . it would be help-

ful to the country in the future, if we had a statute which defincd these

xrights rather than tc depend upon an_administrative order, even an Executive = .

" (Formar, p. 7)

As has been noted previousiy, it is Pr, Forman's belief that an acceptable’

alternative to the present Government patent policy is to "

«'s « leave rights

to inventions in the hands of Government contractors who conceived them in the
performance of their contract.” {Forman, p. 16) Such a right would be subject
to march-in righté_éflowing'ﬁhe:Goiernment to step in and transfer the exclusive
righg to pracrice the iqvéq?ibn'to.sdhgone else in the evemt rhat .the contractor
does mot commercialize the invention in a specified period of time. Régaréing
Government employee inventioné, Dr. Forman maintained that if the underlying

philosaphy of the above-mentioned altermative policy is accepted, ". . . there

.ig every reason to believe that it should aleo be applied to inventions made by

Government employees as well as by contrsctors." (Forman, p. 16) Dr. Forman
bases this notion on his opinion that:

As long as the paramount criterion is to be the utilization of the
invention, and if it is decided that such utilization is best done through
such Government-chaperoned private activity, then all inventions in which
the Government has an interest should be made subject to the identical
-greatment, (Forman, p. 16)
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Dr.: Ancker-Johnson-also discussed.the Goverament employee invention issue

at some leangth. -In identifying the three salient points.of the proposéd policy

she.was. introducing, she stated ome of them to be “the aggressive licensing of

FoRederalemployessy AnckersIohwaon;

“B9T SHET BETe LY

discussed the draft policy's position regarding this issue:

Now,. regarding Federal employee inventions; how should the rights to
inventions made by Federal .employees be allocated? . The committee believes
that the basic policy coacepts of Executive Order 10096 issued by President
Truman in 1950 -should be codified,

_Briefly, under the proposed pollcy, the Federal Government would re-
tain oynership to all -inventions made by Federal empleoyees where the in—
vention bears - a relation to the duties of the employee-inventor or. is made

.. in consequence of.ewmployment. That is entirely symmetrical with the in-
dustrial situation. -The. policy encourages employees to invent because an
incentive -awards -program:isg: incorporated ané income: sharing .is provided.

The committee believes the draft policy should contain specifie pro-—
visions for Federal employee inventions, especially since not all. Federal
employees are covered by the Exacutive order. LAncker-Johnson P. 888)

And, Dr. Ancker—Johmson explalned how the proposed policy would function

as an incentive for Government employee invention disclosure:

Iaventions arrived at in the course of the employee's normal work
belong to his employer, the Federzl Government. Any inventions that an
employee may make either om his own time or mot as a result of the mis—
sion of the organization to which he belongs -- those under this policy
would be retained by the employee.

I think it is interesting to note that individual inventors are some—
times rather reluctant to pursue or prosecute applications themselves,
first of all, because it does require a tromt-end investment, and sec—
ond, because most individuals, particularly Federal employees, have no
easy way to market their inveationms.

If there were a really aggressive full-blown method or process in
the Federal Government today for marketing federally owned inventions,

1 suspect that quite often an inventer would prefer to have the Federal

Government prosécute a patent application, at no expense to him, and pro-

ceed to market his invention. Umnder our policy, the inventor would enjey

a return on his effort, a royalty return and an ircentive award. This :

method works in the private sector and we ant1c1pate it would work in the
- public sector as well.’
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. 1f we reward Government employees by returning to them part of the
royalty obtained on the licensed patents, I believe we will see a de—
cided increase -in-the number of inventions disclosed and also in the
quantity of these, in terms of the1r commercial potentlal.

: {Ancker—Jjohnson,: p.” 9UL)

Mr, Ellert, who accompanied Dr. Ancker—Johnson to the hearings,-spoke on
the coustitutionality of Executive Order 10096:

: Thne Executive order, Mr, Chairman, to which you refer takes the rights
-.away from the employees and places then ‘in the Government. It makes an
- analogy between a common law situstion where the employer hires an employee
and the employee’s work is owned by the employex. This concept:of ithe Ex-
ecutive' order-has: been challenged as you say in a lower- court and -we don t
know- just how this will end up.
- Going back, however, it more or less confirms the lent that- the Gov=

ernment doesn't have. to take the employees work — product. Even now, the
Executive order could be changed to leave it with ‘the ‘employee under suit-~
.able circumstances —— possibly with the Government retaining march-in rights

- if- the employee doesn't develop it. .We. do not” know what the ultimate fate
:of the Executive.order will be. . LEllert, p 901)
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IV, ' GOVERNMENT PATENT POLICY: . A SUMMARY OF OBSERVATIONS AND OPIHIONS - -

This section presents a synopsis of the ten witnesses’ opinions on the

patent pol cy‘and the surround1ng lssues. These oBser-

vatlons and Dplnlons are arranged by wanese, in the order in which they testi-
fied at the five days of hearlngs.

Dr. Howard I. Forman, Degartment of Commerce. Dr. Forman suggested that

the Presldentlal statements on Govcrnment patent pol1cy .”. need to be.re-
placed by a prOperly worded statute.". (Forman p. 18} EHe stated that thel

" pasic obJectlves of this pallcy should be the establlshment of unlform pollcy
for all Government agenC1es and the tosterlng of the maxlmum utilization of .
inventions resulting from Government—éuppurted K&D. _(Formeﬁ, P 18) Dr.

Forman noted:
. . . the real goal, the real objective in deciding who should hold
.title to.Government—subsidized inventions should be to do what Article 1,
Section 8 says; namely to find a way to utilize those inventions in order
to promote the Mation's progress of arts and sciences.

Now, it seems to me that it should be of less importance, from the
_Government's point of view, -as to whether you leave with the inventor or
.the .contractor, . as.the -case may. be,. or how.you make.such decisions, so

long as you. follow it up with. some effort,. some system,.whereby you can
oversee the inventiom to see that it is utilized, overseeing the uriliza—
tion of such inventions should be the Govermment's primary-responsibility.

. : ' tFotman, p. 8}

In the evenc that a contractor is allowed to obtaxn tltle to 1nvent10ns, Dr.
Forman believed the contractor's rights should be subject to "march-in" pro—
cedures. He commented:
If the Government has invested money, it has the ripht to do something
-.to oversee the patents, .to the extent that:it should inquire whether the
patents have been developed and the inventicns déveloped for commercial
utilization, -‘If the patent holder hasn't dorme-it. at-that point, the Gov—
ernment should step in with what is now approprlately called “march-in"
rights. L (Forman; p. 20}

- Dr. Forman concluded his statement before. the subcommittee. with his en-

dorsement of the Commission on Government Procurement's “alternate approach.”




32

|The "“alternate approach™ referred to appears in Committee Print, Background
Papers, Volume II .'195.1 Basically, the "alternate approach“ urges that
-contractors be aliawed to obtain rlghts to inventions, subJecthg these rlghts
to "march—in" procedures; and that unxformlty in Government patent policies
and proeederes is desirable and praetical. In suppnrt of this approacm Dr.
Forman concluded "I think this approach is close enough to the scheme that
L have always favored and stlll tavor that it should be serlously con51dered
as the approach to take in any new 1eglslat10n. (Forman, p. 11}

Mr. Raymoné Wno&row, Pr1nceton HnlverSLty. As the only witness representlng

'academ1a at the hearlngs, Mr. Wocdrow spoke on behalf of the Subcommittee con
Patents and Cnpyrlghts (Commlttee on Government Relations, Natlonal Assoc1atlon'
of College and University Business Offlcers) of which he is a member, and as
preszdent of the Suclety of UanEI31ty Patent Adwministrators. Summariziug his
oplnlons on the treatment of 1nvent10ns in grants and contracts from the Federal
Government to colleges ‘and " unlverslt1es, Mr., Woodrow stated.

To summarize, I urge that the title to inventions ‘arising from fed-—
erally funded- research at colleges and ‘universities be left with the in-
stitutions, that this be done with the Government receiving a royalty-—
free nonexclusive license ftor Federazl ‘Government purposes, and that the
Institutional Patent Agreement-with reasonable and minimym -requirements,
as the best method so far emcountered, be the method for implementation.

If these objectives can be accomplished, the public interest will be ad-

vanced and the equities of-university inventors and of universities them—-

selves will be satisfied. {Woodrow, p. 75)
| The Iastitutional Patent Agreement is discussed in more detail in section TII
n.of th1s analy91s J.

On behalf of the Amerlcan Counc11 on Educatlon Mr. Sheldon Elllot Stein-
bach, Staff COunsel of the organlzatlon ‘wrote s letter to the subcommlttee en—

sorsing Mr, Woodrow s testlmony. Mr. Stelnbach wrote:

. On behalf of the American Council on Education, an association of
1,311 colleges -and universities and 172 national and regional education
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associations,: ‘and’ the:associatiods noted hereunder, we are ‘writing: Lo #up="
port the statement of the Society of University Patent Administrators pre-.
sented- to .the Subcommittee on Pomestic and International Scientific Planning
and Analysis of the House Committee on Sc1ence and Technology by Raymond J.
< HO0dTOW-0n:September:23 1 0T B s s o s Cpecd6 -

We wuuld like to assoc1ate ourselves with Mr, Woodrow's detaxled state-

“ment on thisiigsue, on .behalf of the” A8sociation of AMELICAD Universities,
the National Association of College and University Business Officers, and
the National Association of State Universities and Land—Grant Colleges.

(p. 77)

Mr Franz Ohlson, Aerospace Industrles Assoclatxon of Amerlca, Inc. (AIA)

Mz, Ohlsou was one of the two witnesses from the 1ndustry sector. On behalf oE

of AIA (a national trade assoclatlon representlng the maJor manufacturers of
aeronautlcal and astrunautlcal Vehlcles) Mr. Ohlson submltted a proposal in the.
form of pr0posed 1eg1slat10n. The proposal 1s entltled "A Proposed Government
Procurement Inventlon Inceutlre Act" and appeare in: the hear1ng ‘record: attached

“to Mr. Ohlson & statement- (pp. 92 113) The b331c coneepts of ‘the propnsal'were o
summarlzed by Mr. Uhlson‘ ‘ R . R

Hav1ng cormented on the: shortcomlngs uE current - Federal patent pol-
ic1es, it would appear appropriate to offer ATA"s concept of a poliey that
would make optimum use of our patent incentives and, by appropriately rec-
ognizing and balancing the equities and needs of the Government and its
contractors-as well as' the public,iwould encourage privately financed re- -
search and development efforts and greater CDmpEtltan for Government R&D
contracts. e

Stated conclsely, a pollcy to achleve these goals should provide for
the contractor toretain title ‘to ‘inventions made in the' performance of °
Government contracts with rights in. the Government to practice such in-—
ventions. for governmental purposes .and .in'the .public -to obtain licenses
thereunder in certain circumstances, for example, where the contractor is
not meeting public requirements.

Such licenses would be royalty free or royalty bearing dependlng upon
the équities of the situaticn ‘and would:'include to'the extent necessary a
right under any privately dEVEloped background patent of:the dontradtor

' necessary to reproduce the end item called for. by ‘the -contract. :

: It should be observed that although the AIA’s- proposed policy includes, ..
o mandatory licensing of bdckground ‘pitents, such'licernsing is extremely 1im- i
ited ia nature, that is, to reproduce the end item delivered to the Govern-
went, and in no way extends otherwise to 2 contractor E prlvately developed
patents. [ R et - (Uhlson, p. LY
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Mr, Ohlson also expressed the AIA op1n10n that the Government have a single pat=-
ent pollcy . - and that At be unlformly administered." (Ohlson, Pa 380)

Mr. Charles s. Haughey, Huohes Aerraft Corporatlon. s one of the w1t-

nesses from the Lndustry sector, Mr. Haughey based his. remarks on what he felt
is a basgic pr1nq1plg in aualyz1ng Government patent p011c1es. He.stated this
prlnclple to be: "The balance of interest of the Government and the contractor
or grantee in the rLghts in 1nte11ectual property should be based on th31r re~
spect1ve needs. ‘(Haughey, p. 170) After a careful explanatlon of the part1e5 C
anDIVed in Government patent pOlle mattera, thELr reSPECtLVE needs, and the
effects of Government patent lelcles, Mr. Haughey concluded-
It is my hope that you will analyze any proposed Government patent
.-policy by determining whether the patent policy applicable to an agency
establishes a balance that provides those rights in intellectual property
.- that are needed to achieve its’ statutory function and leaves to .the con-
tractors such other rights as they need. By applying this basic policy
of balance of needs, the true constitntional objectives of promotion of ..

science and useful arts cem and will be achieved while permitting the
necessary. ﬁunctlons of Government to. be accompllshed (Haughey, pe. 278)

»-Mr. James A. WlldErDtter, ERDA.. Mr,- Wllderotter 8 testlmony Explalned

ERDA I3 patent PDlle regardlng the ownerahlp of 1nvent1ons resultlng from

Eederally—funded RﬁD. He explalned that ERDA s patent pollcy is conttolled

by two statutes. the Atomic Energy Act of 1954 as amended-:and the Federal
Nonnuclear Energy Research and Development Act of 1974. Regardlng these acta,

Mr. Wllderotter stated'
B Tu summarlze, both the Atomic Energy Act and the Nonnuclear Energy
R&D. Act provide that normally the Administrator will take title to im—
ventions, but both.also. give the Administrator’ the dlscretlonary authorlty
- to-waive many of these rights, ~As a result, ERDA has been able to harmo—
nize its nuclear. and nonnuclear patent pollcles inte a single consistent
. pollcy. . : . (Wllderotter, p. 428}

After briefly outlmlng ERDA'S pﬂtent pollcy and d1scusslng new patent regula-
tions which harmonize ERDA's two statutory provisions, Mr. Wilderotter summarized

public comment regarding this policy:
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~During’ the public¢ hearings regarding the legislative-patent policies,
industry representatives and trade organizations expressed an overwhelming
preference for. a policy of allowiag gévernment contractors:to retain title-
to inventions, with the government getting a royalty—free, nonexclusive
=license fnxmgqygrnmantalgpunpgaeﬁn Notwithstanding..a.

:PE
a policy, the Lndustry participants noted that the flex1b111ty in gtantlng
“waivers contained in ERDA's patent policy, Tl propeéiy managed and” TiFErdlly
applied, could be sufficient to encourage private sector participation and
provide sufficient incentives to secure commercialization of the:results of
ERDA's research and development efforts. The public nearings also surfaced
- gome concern over the precontract "front end load"'of ERDA's proposed reg-
ulations. —— that iz, the.considerable administrative burdens,. on the part
- of ‘'ERDA and the contractor, and time delays requlred to negotlate acceptable
contract provisions...

- The comments by the unzverslty -community on ERDA's leglslatlve patent
policies and. regulations were overwhelmingly uniform in the view that ERDA's
patent .policies should permit universities with approved.technelogy transfer
capabilities to retain title to inventions developed under ERBA grants and
contracts.: . (Wilderotter, p. 428)

Mr, Wilderotter also:summarized ERDA's opinion regarding its policy:.

In response to the requirement for a report on ERDA's patent: policies-
contained in section 9(n) of the Nomnucledr Act, we submitted a preliminary ™~
-report -"Fhe Patent Policies Affecting-ERDA Energy Programs,':dated January
1976 (ERDA 76-18). This report contains-our- conclusions. that:. . ..-
- Qur patent provisions may be satisfactorily harmonlzed into.a
. gingle. uniform patent policy.and procedure;
Our limited experience suggests that our: patent pollcy is work—
-able and will not become a major stumbling block in accﬁmpllshlng our
nissions; and
The flexibility provided by our pol1cy permlts an equltable and
practical allocation of rights to. accommodate:most cases.
(Wllderotter ®. 429)

Mr. w;lderotter concluded his prepared statement notlng that ERDA is at111
monltorlng its patent lelcy to assess the polxcy [ appllcab111ty to ERPA pro-
grams. . o L ST e e - . |

Hr. James E Denny, ERDA. Mr Denny, who accompanled M Wilderotter at

the hearlngs, provxded a deta11ed explanatlon of ERDA‘s waiver pollcy.‘ He dis—

Cussed the merlts and llmltatxons of the waiver poilcy and concluded that even

with its limitatjons ERDA believed that . it-had been® given "..:.. what is probably
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the most authurltatlve, detailed and useful patent policy prov151on that has
been passed by Congress and that such a policy enables ERDA to . . . handle
the varicus ;ypee of-nesearch and developmenn sltuatlons and the various tech-
nologies Lhan we eneOunter."r (Denny, .p: 436) .He stated:.

With the above reservations, it can be saild that Congress has provided
; to ERDA what should be the appropriate tools to createan atwosphere where—
in the results of ERDA's technology can and should be commercialized. - The
waiver policy is flexible encugh to provide incentives to contract with
. ERDA and to commercialize resulting technology. The "march—in" rights are
available to give cthers the opportuulty to commercialize inventions where

-the waiver recipient does not succeed. Where Government retains title and '~ -

offers everyone the opportunity to commercialize, the authority is avail-

able to‘grant exclusive iicenses.and te revoke oukstanding nonexclusive li-
.. censes where it is shown that exclusivity is necessary for commercializa-—

“tiom, - (Detmy, p. 436)

HBowever, Mr. Denny suggested:chat .another policy might betfer serve the
publlc s interest:

In view of the experience obtalned throughout: the years:on the Govern—
ment patent. policy issue,. it would be difficult to justify a title with
waiver policy; along with its administrative burdens, .as best protecting
the public interest. A policy of rights tc inventions in the contractor,

_while placing reliance on appropriate "march in" rights to insure utiliza-
- tion, may -equally serve the public interest while substantially reducing
the contracting burden. | {Denny,.p. 436}

And when asked by Chairman Thornton for his preference, ERDA's present poiicy
or one in whlch the contractor cuns the patent with certaln merch-Ln rlghts, Mr.,

Denuy responded.

I also have a part time 30b as chAeran of the executlve subcomm1ttee
of the Committee on Government Patent Policy, and, wearing that hat, I would
say it absolutely ought to be considered. Wearing my ERDA hat, we now have
that under invegtigation.. We will be completing our repoert to Congress,

_hopefully, within the next 6 months, and from an ERDA 901nt of v1ew, we
.-will come to-a-decision, I hope, on that-point.. T

Right now I would simply repeat that Congress has given us excellent

authorlty. . ... (Denmy, p. 440}

~Mrs 8, Weil Hosenball,. NASA. After an explanation of NASA's:patent policy;:
Mr. Hosenball expressed NASA's view on the value of commercializing its inven-—

tions: -
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I do 0ot want to dweéll-on the méchanics of either the waiver or-the

licensing process,:which are described in the: prepared statement. I would
like to ewphasize, however, that these are the two basic ways in which NASA
seeks early:commercial use of its inventionms. It.is the view of NASA that
scomercialsusesofritsstechnologysthrough=thesincentives-ofsthewpatentmsys—
..fem, encourages development of new and better products - and 1ncreased_pro—
“dyetivity,: will create ‘additicnal employment opportunities and.enhance the

competitive position of the United States to the overall benefit of the

national economy. . .- Lo AT - (Hosenball; -pp., 433-444) . ..

In discussion following his- statement he continued:

We think the patent system, if it's properly utilized, and commerc131
utilization takes place, does create new jobs; does ¢reate mnew products;
and what: we-are searching for -— and I think what all of us in.Government

. are searching for —— is. .z way to wake sure that happemns.. We'may have dis-
agreements as £o what is the best way to make it happen, but ary system
that will attain-that objective, as well as apy other objectives of the
agencies, is a.system that ought to be carefully considered, Whether.one
is slightly better than the othér, I think, is immaterial as long as you
do accompllsh these ohjectlvea. : : (Hoaeuhall -p. 529)

'_When asked by Chalrman Thornton whether: he felt there is, Justlflcatlon for”Junnknu

having some varlatlon in patent pollcy from agency to agency, Mr. Hosenball
" answered that NASA generally o . supports the coucept of some degree of uni-
formity, and I think that leglslat1on cuuld be drafted ptOVLdlBg that unlfor-

mity." (Hosenhall, p. 488) When -asked for hls wviews on.an alternatlve non—

title system, Mr. Hosenball responded-

I also served for a short time on the Comm1ttee on Gnverument Patent
Policy of the Federal Council on Science and Technology. I1'm mot a patent
lawyer by training, but, having lived with it in NASA as long as I have,

I am fairly familiar with the practices and procedures of NASA, and when
that matter was discussed I raised the question: Does it really make any
difference whether the Government takes title or the Government -grants.. L
title to a contractor and gets somethlng back gets a lxcense back to use
for government purposes? :

In either case, looking at it- not as a patent attorney, there is a
division of rights, and it makes very little difference, as I see it,
whether it's a title policy in.the Govermment ox title policy in the,
Government .contractor: The key thlng is to make sure that the Government
has the assurances it requires to protect the:public interests and also
to carry out the agemcy's mission, and certainly any system that does that
ought to be. looked at very carefully and considered, not only by NASA but
by other Federal agencies. You want to see that the objectives sought
will be accomplished; what is, from the point of view of administrative
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convenience, the beést gystem; and does- that policy protect ané assure to
“ithe Government that it preserves the ability of a public agemcy to protect
- the publie interests as well as carry out the agency mission, That is
- basically the way T see it as an individual who is not a patent practi-
*tioner. [ (Hosenbali, p. 527)

“Mr. Nurman I Latker"HEW;' Mr. Norman J. Latker Patent Counsel at the
Department of Health, Educat1on, and Welfare and alsc Chairman of the Inter--
agency University Patent Policy Subcommittee,. expressed his opinion that: ... ..

The controversy over Government patent policy, at least in’the re-
search and development agennles, seems to me ‘to be not as commonly .
"stated, whether the Government should take title or license to anentlve
‘results it had funded, but when and to what extent the guarantee or patent
protectlon should be made. - : (Latker, p. 555)

Following his statement,:in d1scussion along the same lines, he elaborated:'

When do you provide that guarantee, at the vime of contracking or.. .
after the invention has been made? And I think that that is probably
. the:regl issue to be determined: any - kind- of- 1eg181at10n. !
I point out the ERDA Legi: on is basidally a fall digerétisn in
thé'agency to make a determination at any point.in time as to when to
make a walver or grant a licease.
: K § 3 you do not provide certainty at the time of contracting you:
w111 have a parthlpatLon prublem, as L sp811ed out, that we noted at
HEW. - -
Secondly, you may have a utilization problen, and thlS, te a 1arge
extent, depends upon the kind 'of credibility that the particular agency
has. . (Latker, p. 817

Mr. Latker devoted much of his statement tola dlscu551on of Government
agency‘patent-deallngs with unlversltles; He summarlzed reccmmendatlons made
by thE Cumm;ttee on Government Patent Pollcy regard1ng unlverSLty anentzons
generated wlth Government support' .

On September 23, 1975 the Cammlttee on Government Patent Policy -
recommended, ‘oo the- bas1s uf Atg University Subcommittee’s .study, that
all agencies of the executive branch provide to universities a first op-
tion to substantially all future inventions generated with Federal sup-—
port, subject to statute, and provided that such university is found to
have a techrology transfer function. ' This first option to ownership is
‘subject to a number of conditions, the most impertant of which are the
‘standard license to the Government, a limit on the term of any exclusive
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-license granted dathority te withdraw spec1fxed prOJects from the option,
a requirement’‘that royalty income be utilized for educatiomal ‘or’ research
" purposes, with the exception of a reasonable share to the inventor, and
the right of the agency to regaln ownershlp due to public interest con—
“§1d 4 Crakevetfeetivevstepsstoxcon-
- mereiakize- the lnventlon.wu (Latker, P 338

He noted that ". « s kO 2 1arge extent the September 23 recommendat;ons are
a ratlflCﬂthﬂ of the practlces melemented by DHEW since 196% . . ." (Letker,
p. 648) and that at DHEW.

+ + » we have an 1nst1tut10na1 patent agreement pelicy in which those

.who are’‘deemed to have technology transfer capabilities have the first op—

tion to invention rights, so a group of lnventions are im the hands of uni-

versitiés on the basis of their exercising that flrst option without coming

into the Department. o ) ) (Latker, p. 724)

Mr. Latker felt this was an acceptahle arrangement and in expressing his

oplnlon stated reasons why.

: e wcin’ the ‘case ‘of the university sector I thlnk that it should be
-tltle—ln the University rather than an exclusive license becadse, working
off a sublicense from the Government doesn't give them the kind of flexi- i
bility that they need to have at the negotisting table with industry to
arrive at appropriate licensing arrangements. They need the’ full owner-
ship., You can put some restraints om the owrership, obviously, I men=
tioned. in my presentation, the conditions that ire dttsched to’ the owner— . !
ship,” ‘But providing to them only a license with the right to ‘sublicense

* sotieoyie  else aétually bringe the Government: back: into the plcture as-a
thlrd party, and: at the negotiating table I -think the university is going
“tg" find that industry will not treat them &g ‘the ‘principal because industry

will look beyond the license that the university has, and want to speak to
‘the ‘actual” buner, which would be the Government, So I dom't faver the idea
of merely giving license rights ;o universities. ' (Latker', pp. 724-725)

In support of the Comm1551on on Government Procurement 5 alté;nate ap=
prnach“ Mr. Latker . expressed his oglnlon'

I would say, speaking for myself and not the Department 1 am a pro—

"“ponent of that approach. I hope that ultimately it becomes the means of
allocating invention rights iIn the area of centracts.. It is a disposition
of rights to the contractor at the time of contradt that ig someéthing less
than he would get in the private sector developing the invention on his
own since ‘he will have certain responsibilities to the Government. Most
of the responsibilities retained by the Government are surveillance-type
résponsibilities in that if the contractor doesn't move forward within
certain periods of time then the Government has the right to regain the
ownership of the invention,
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N But the important part of the alternate approach is that it creates
certalnty at the very eariiest time that you .can as to Jowmerhip.
(Latker, p. 811)

Mr. William 0. Quesenberry, DeparEﬁenE of the Navy. Er;'Quesenbgrxy'ém—

phasized that ﬁis testimony should be taken as his personal views and not
nééessarily the position of fhe'Departhent'bf Defense. (Quesenberry, p. 726)
Mr. Quesenberry presented arguments in favor of a unlform Government patent
policy. It was his opinion that such a policy should provide for Government .
v oﬁﬁéfshiﬁaaf_invghtioﬁﬁsgéhdliihg'ffﬁﬁ_fedéfgiiy%fdﬁded R&D;'and_éhnuid be one
;hég:ailoyslthe contractorliﬂq%ntd;_fi;étibption for exclusivity. He cited

) téo reésons wﬁy he felt the Government should own patents: o

First of all, let's take the military departments. We should own
patents because we are spending $10 to $12 billion a. year to generate
this technology, and in our procuring activities we buy many, many more
_billions. of. dollars worth of hardware that results from this technology.
Invention, parallels itself in many places. .If a Government agency does
not protect its technology, the first thing we will have is paying royal-
ties to a patent holder who has protected his, and we'll end up with the
taxpayet paying for this new technology twice.
The second reason why we should own patents, I thlnk, is exactly
what I say is the bottom lire, the utilization.of this technology.. I .
think you've had many witnesses, and I'm.sure you koew even before these
hearings, that if we take this tremendous, reservoir of technology. and -
. dedicate. it to the publlc no one wants it because of the risk capital in-
.vnlved As the. 0ld say1ng goes,_"Somethlng free for all is of 11tt1e use
‘to anyone. 3
. S0 Ik thlnk that the present 1nterest in the Congress and im, the ex—
ecutive branch of doing something with this technology reservoir, moving
it back to the taxpayer on the marketplace, must have the patent system
behind it or:it isn't .going to move to the marketplace. So who else is to
protect this if it isn't the Govermment, who paid for it in the first place?
Then use the patent system to let the originator, be it a centractor, or
what, to bring it to the marketplace. If he won't, then offer it to some-
~-one else with.the. protection. of the. patent system over his risk capital.
S : (Quesenberry, p.. 800)

Mr. Quesenberry gxpiained.his.positiun in more detail:
I would favor a Government-wide policy which would use a uniform con-

" tract clause for a single disposition of patent rights in gli instances.
Legal title to all inventions. generated under Government-sponsored research
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and- development would:ivesat:in-the Govérument. -In-furtherance of the public
interest at'the commercial marketplace, the.contractor would have an-auto-:.
matic:first option for .exclusive authorization-by.the Governmeat to. com=
merc1a11y develnp and market an invention. madé uhder-the:contract for a

action of bhe Government upon failure'of the contractor te carry out - ite
pranvforscomiareintizationrand supply the narketrin=thevinterestsrof-the
public. Should revocation occur;:the Government:would be in a pesition
te offer others the right to commercialize the invention on:a- nonexclusive
basis or exclusively, if that be mecessary to attract investment of risk.
capital:in commercialization..

It seems to.me that the Government-wide useé of a 51ngle patent rlghts
clause vesting:légal title in the Government with a guarantee at the time
of contracting to the: contractor, who.can profit by active pursuit of the-
commercial ‘market, -should present.a -policy which most nearly attains the
goals of uniformity,. predictability, participation; utilization, competi-
tion, administrative ease, and political viability. {Quesenberry,. p. 739)

Dr. Betsy Ancker—Johnson, Department of Commerce, Speak1ng as Chairwoman

of the Committee on Govermment Patent Policy of the then Federal Councll for

Science and Technology, Dr. Betsy Ancker-Johnson summarized the committee's sug-

gested uniform patent policy im her testimony before the subcommittee. She
noted that this proposed policy adopted the basic concepts of the Commission on
Government Procurement's "alternate approach.” In discussion following her for-
mal testimony she summarized the major points of the policy:

This policy has three salient points: first, the contractor would
retain rights to the invention; second, those inventions made by Federal
employees would be aggressively licensed; and, third, stromg march—in
rights would protect the public interest. (Aricker-Johnson, p. 897)
It was Dr. Ancker—Johuson's opinion that the present Government patent '

policy is an unsuccessful one and she maintained thdt ". ., ., its track record
is very poor." . (Ancker-Johnson, p. 908) 1In the concluding paragraphs of her
formal statement, Dr. Ancker=Johnscn cited reasons why she and the Committee

 oni ‘Government Patent Policy felt the proposed policy should be implemented in"

place of the present one:

We believe that a policy which leaves title ia the contractor subject

to strong "march in" rights in favor of the Government will protect the
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public interest and -reduce:.substantially the administractive burder of both .
the Federal agencies and .their contractors. 'In addition, we believe this
change will stimulate more qualified. and compg¢tent contractors to partici—
pate in federally sponsored RED contracts.: We believe further. that this
policy will be especially beneficial to individuazls and small business. con-
cerns since they will no longer be obliged'to cope with the existing di-
versity in agency practices-and the ‘uncértainty respectxng rlghts to in—
ventions which may result-from the-contracts. .
~In addition, such a single patent rights clause w111 provide the con~
tractor with a greater incentive to invest his own finds' to commercialize
&n invention resulting from the contract., This.incentive:is especially, im—
portant as most inventions require a potential manafacturer to. invest sub-
stantial development funds before the invention can be marketed. - By grant—
ing the contracter a limited period of exclusivity, the-Goverpment: improves

‘the contractor's ability to recover. development- costs, thus eacouraging him

to commercialize his invention.. Such commercialization benefits the Govern-—
ment, the contractor, and the.general public.-: (Ancker~Johnson,. p..889
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