A BILL

To'establish a‘uniform.Federal;SYStem to promote the
‘utlllzatlon of the results of federally sponsored scientific and- -
Z-Lechnologlcal research and development performed at small bus1ness
firms, unlvers;tles, and nonproflt‘organlzatlons and for other |
related purposes. | | | | |

Be it enacted by the Senate and House of Representatlves

of the Unlted States of Amerlca in Congress assembled That thlS

.

&ct may be cited as the "Unlver51ty and Small Bu51ness Research
.Utilization Act of 1978." |

| Section-z.':The‘Congress hereby finds that-—

(1) fA'sebstantialiportion of Federally sponsored researoh
and development is performed at the.nation's universities{'non; H
proflt organlzatlons, and small buSLness flrms,

@) Inventlons in sc1ent1f1c and technologlcal flelds_.
.resulting from such work constitute a valuable natlonal resource}

3) The development of such inventions to the point

o

}f practical'applioationrnormally reqnires substantial investment
from the private sector; and |
4) It is in the publicrinterest'to establish_a uniform’
_.federal policy concerning rights in federally supported inventions
lnade at nniverSities, 'nonprofit organizations, and small husi? |
neSS'firms.that will promote the comnercial use ofrsuoh inventions,
'recognlze the equtleS of such organlzatlons, promote collaboratlon
rbetween the commerc1al and nonproflt sectors, ensure that small
:'hus1ness firms ¢an suceessfully compete for Federal research andd.
.development eontraots; enahle‘small business firms to make use |

of thelr 1nventlons to grow and to compete wrth larger flrms, and

=

1eet the needs of the Federal Government

P
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Section 3. (a). " Except as provided in section 3(b),

S

each.contraCt with a unitersity or-nonprofitVorganizatfon shall
'anlude a prov1smon allowrng the unlver51ty or nonproflt organlzae
tion, W1th1n_a reasonable t;me, to - elect to retaln tltle to any sub-
.ject invention; Such proVieion'shall _however,—prescrlbe pro-—
tedures for the.reportlng of subject 1nventlons and the filing

'lof patent appllcatlons and shall include such terms and condltlons
Cas arerdetermlned to'be necessary to protect the publlC interest,
1nclud1ng terms to: effectuate those 1tems set forth 1n sectlon 3(c)

| | {b) 1In lleu of a prov1smon as descrlbed in
_sectlon 3(a), other prov151ons may be used by the Federal agency--

: | B ). when the contract 1s for the opera-
tlon of a Governmentuowned research or productlon fac111ty, or

Q) when the agency deems thls necessary..
because of the cla551f1ed nature of the work belng performed or

. 3. in exceptlonal_Clrcumstances when
the'agency deems-this to be in the public interest. -

! (c)  The rlghts of unlver51t1es or nonproflt
organlzatlone under sectlon 3(a) shall be made subject to the fol-.
lowlng. . |
- ”@) The right of the’ Federal Government;
upon request, to receLVe title to any 1nventlon not reported to
?the Federal agency w1th1n such times ag are prescrlbed in the con—'
-tract provision. . |
: 2) The right of the Federai Government,
E'upon request' to receiVe title to any inVentions inlthe Unitéd
States or other countrles 1n whlch the contractor has not filed

: patent appllcatlons on a subject 1nventlon Wlthln such tlmes as
are prescrlbed in the contract provlslon._“ |

| e '-%e- S G)n The rlght of the Federal Government,
upon request, to receive tltle to any 1nvention in Wthh the con-

‘tractor does notb e;ect to retain rlghts.




3@). Wlth respect to any invention in
Wthh the contractor elects rlghts, the Federal agency shall have -
.a'nonexclu51ve,'nontransferable, 1rrevocab1e, paideup license- |
‘to practlce or have practlced for ‘the Federal agency any subject
anentlon throughout the: world by or on behalf of the Federal.
sovernment  (including anyaFederal agency), and may, if provided
.in the contract, have_additicnal rights to sublicense any foreign

government pursuant to_foreign policy considerations or any exist-

rllng or future treaty or agreement

.G) ‘The right of the Federal agency to
require‘periodic reporting on the utlllzatlon or efforts at obtalne B
ling utilization that are being made by.the_contractor_or his
.lioeneees or assignees; provided that any'snch information nay
'heftreated'by'theiFederalﬁagency as commercial and financial in—
formation obtained from'a?person and privileged-or,confidential.

| , ‘.%)' A prohibition upon-the assignment'of
._rlghts to the 1nventlon in the United States without the approval
of the Federal agency, except where such ass1gnment is made to

- an organlzatlon'whlch has as one of 1ts_pr1mary functions the
‘management of inventions'and which is not,'itself, engaged in the

manufacture or sale of products‘or processes that might utilize

the inventidnhor.be in_Competition with emboidments‘of the invention
‘and.provided'that such aeeignment is made subject to the terms

.% : ‘ 'of.thelcontract proyiSionégoverning.rights in inventicns.'

| N A prohibition agalnst the grantlng
of exclu51ve llcenses to Unlted States rlghts in an. 1nventlon for
:acperlod in excess of theiearller of_flve'years.from.flrst com-

mercial sale or use of the invention or eight years from‘the date

of the exclusive license excepting that time before regulatory
agencies necesSary to obtain-premarket clearance3unless,'on a

case- by—case bas1s, the Federal agency approves a longer exclu51ve

license. Commerc1al sale or use 1nrone‘f1eld_of use shall not be

deemed to end'the-exolusiye period as to other fields of use.




(8 The rlght of the Federal agency

to requlre the contractor to grant a nonexclu31ve, partlally ex-

clu51ve, or exclu51ve-11cense to a re5pon31ble epplicant or appllcants1

in any field of use to an 1nventlon, upon terms reasonable under the

gclrcumstances or, - if the contractor refuses, to grant such llcenee
;itself if the'agency determines such act;on is neceseary because

the contractor”has not taken, or-is not expected to- take nithin;a
‘reasonable tlme, effective steps to achleve practlcal application

of the subject invention in such fleld of use.

© A requrrement that the balance of any
royaities or income earned to the contractor with respect to sub-

ject inventions}'after payment of expenSeS_(including any payments

{to’ inventors) incidental to. the administration of subject inven-

tions, be utilized for the support of education or scientific re-

" isearch.

'(10) If the contractor receives‘$250,000‘

{(or such larger amount as the Director of the'Office of Federal

Procurement Policy spec1f1es) in net 1ncome from the llcen51ng of

'any subject lnventlon, the Government Shall be entltled to a share,'
',;to be negotlated, of up to 50% of all net 1ncome:from licensing re-—

ceived by the contractorhabove $250;000'(or:the amount specified by

the Director of the‘Office.of Federal Procurement”Policy); provided,

.t however, that in no event shall the Governmentabe entitled to an
| amount greater than that portion of the Government funding under the

| contract under which the subject invention was made which was expended

on activities related to the making of the invention. The Director

of the Office of_Federal Procurement Policy is authorized and directed

i to revise the figure of $250,000'above at least every 3 years in

light of changes in the consumer price index or. other indices which
he considers reasonable to use.

e -

(d) The contract prov151on required under

_ section 3(a) shall also provmde that whenever the contractor sub—

contracts for experlmental developmental or research work a pro-

-kV1510n shall be 1ncluded in the subcontract and any such lower

- tierx subcontracts which w1ll preventfthe-vestlng'of title to sub-=
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fcontractor snbjeot'inventions in parties other than the Federal.
__Government, or the'universitytor nonprofit organization contractor,
hor a'subcontractor that iS-a uniVersity'or nonprofit organization
'_except when speclflcally approved by the Federal agency after a

.a subcontractor subject 1nventlon is 1dentlf1ed Federal agencies
Amay, however, approve the use of dlfferent subcontract provrslons
ion a casefby—case basrs." u

Section-4;‘ (a) Except as_provided in‘section;4(b),.each
jcontract-with_a'small business firm shall include a provision allow-
;ing'the contractor, within a reaSonable_time,,to elect to retain

title to anylsubject invention. Such provision shall, however,

o | prescribe procedures for the reporting of subject inventions and
i the flllng of patent appllcatlons and shall include such terms and

condltlons as are determlned to be necessary to protect the publlc

'_lnterest,-lncludlng terms‘to effectuate those items set forth in
section 4(c)- _ | _

{b) ‘In lieu of a nrovision-as'described

-:in section 4(a), other provisions may be_uSed by the_Federal agency
under the same;circnmstances as sethforth in section 3(b) of this

.% ' -f:Act. | |

{(¢) The rights of a small business firm under
| section 4({a) shall be made subject to the same provisions as set,

| forth in section_3(c)(ll:J§lw§Dd.ﬁg)mﬁnﬂm(;o)_bf_thiSiACt'

In'addition, if'the cOntractor receives net income in excess of
182, 000 000 - (or Such larger amounts as the Director of the Offlce
'of Federal Procurement Pollcy specifies) on sales of products em—
boding a Subject‘lnventlon, the Government shall be_entltled to a
:share, to be.negotiated,'ofrall additionai income accruing from
such sales up to the amount of the portion of the Government fund-
‘lng under the contract under whlch the subject 1nventlon was made
“whlch was expended on act1V1tles related to the making of the 1nven~
tion less any amounts recelved by the Government pursuant to the

)

_flrst sentence of thls sectlon 4(c) ‘The-Dlrector of the Office

of Federal Procurement Policy is authoriZed and directed to revise

the figure of $2,006,000 above at'least'every 3 years in light of
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‘changes to the consumer price'index or other indices which he con-
siders reasonable to use.

- fad) Tne contract prov151on requmred under

aaectlon 4 (a) shall also prOV1de that whenever a small bu51ness flrm.
r>ubcontracts for experlmental developmental or research work a
provision shall be lncluded in the subcontract and any such lower'.
:tler subcontracts whlch w1ll'prevent‘the vestlng of title to sub=-
contractor subject‘inventions in partieslother than the Federal
SoVernment, the small bu51ness firm contractor, or a Smallrbusinesa
firm subcontractor except when spe01f1cally approved by the Federal"
agency after a_subcontractor invention is identified. Federal
"agencies may, however4 approve_the use of different_subcontract
patent provisions'on a case—by—caee basis. o
Section 5.h‘If'a_contractor or‘subcontractor does not
alect.to retain title to apshbject invention in caSes-snbject to
this‘Act, Federal agencies may consider requests for retention of
rights'by any inventor in accordance-withlthe'terms of the‘contract
or agency regulations. | | |

Section- 6. Any report of a subject invention under this
Act may be treated by the Federal agency‘as a record exempt from
lisclosure pursuant to 5 usc 552(b}(4) unless.(i) a United States
patent-application describing the invention has been filed (pro-

?ided that copies of the actual patent appliCation may be treated

.:y the Federalfagency as records exempt'from-dieclosure_pursuant
to 5-USC 552.(b) (4)), (ii):a deScription of the invention has been
published elsewhere'by the inventor, (iii).the contractor or a
»3ubdontractor.has not elected to retain title and/or a'contractor,

subcontractor, or, inventor has not requested the retention of title

1 . .
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or other ccmmercial rights, or'(iv) the contractOr or subcontractor:
has not elected to retaln tltle and/or the Federal agency has
'ﬂdenled the request of the contractor, a subcontractor, or an in-

"ventor to retain tltle‘or-other;commerCLal rights.

Section 7. Nothing in this Act shall be deemed to pre=

_clude a Federxal agency from'obtaining rights in any background in-

‘ventlon. of a comtractor.

- Section 8. As"used in this Act-e

(a) The term "Federal agency“ means an

L_ments as defined by 5 usc 102

.grant, or cooperative agreement entered into between_any Federal -
?_agéndy and any person for the performancejof experimental, devélop-

" mental, or research work funded in whole or in part by the Federal

'_tles, or subcontract of any type entered into for the performance

I_of experimental, developmental, or'research work under a contract.

_ {c)'fThe term.?ccntractor“ ﬁeans any person
{as defined'in“section 1 of title 1, United States Code) that is

a party to the contract.

or dlscovery and 1ncludes any art, method process, machlne, manu—

,ﬁacture,_design, or cdmposltion of matter, or ‘any new and useful

improvement thereof,'or any varjiety of plant, which is or may be

patentable or otherwise protectable under the laws of the United

-_States.'

- {e) The term "subject 1nvent;on" means. any

invention of the contractor concelved or first actually reduced

to practlce‘rn the course of or under a contract.

. o,

Jh(f), The term “practrcal appllcatlon“ means

1to manufacture in. the case of a composltlon or product to practice

tin the case of a process, or to operate in the case of a machlne

'executive agency" as deflned in 5 USC 105 and the. mllltary depart—'

(b) The term "contract" means any contract,

Government. Such term'includes any . assignment, substitution or par- -

(@) The term “invention" means any 1nventlon-
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br SfStem, and in“each'ceEe;'under such conditions as to eg-
tabllsh that the 1nventlon is belng worked and that its beneflts
;:are avallable to the publlc elther on reasonable terms or through
‘ereasonable llcenSLng arrangementer{ |

(g)  The term person" means any . 1nd1v1dual,
partnershlp, corporatlon,'assoc1at10n, institution, or other en-

Lo Eity. | . |
| Vlh)“.The term'“made" when used'in‘relation
tooany.invention meanS'the conception;n:first actual reduotion to
?.?ractice of such invention. ; |

| | (i) ~ The term'“smail-business firm" means e
:'small_business concern as‘defined'et section 2 of Public Law 85-536
(15 USC_632) and implementing regnlations of the Administrator of
the Small Business Admlnlstratlon. R -

- (3) The term "nonproflt organlzatlon means
an'organization.of the type descrlbed in section 501 (a) of the
EIInternal Revenue Code {26 USC 501(a)) ae'exempt'from taxation.
Sectlon 9. Nothlng in thls Aot shall be deemed‘to con~-

| vey tolany person immunity from 01v11 orioriminel liakility, or to
create any defenses tglactions,‘under anf entitrust law. |

Section 10. The Officeiof Science and Technology Policy

and the Office of Federal Procurement Policy are authorized to
201nt1y issue regulatlons whlch may be made ‘applicable to all
‘_éederal agen01es establlshing standard contract: provlslons re—
‘_qulred under tnls Act. | | . |

Section 1l1. Thls Act shall take precedence over any other
;_act whlch would regquire a dlSpOSltlon of rlghts in sub;ect inventions
srn a manner that is inconsistent w1th thls Act, 1nclud1ng but not
necessarlly llmlted to the follOW1ng | |

'ax' Sectlon lO(a) of the Act of June

7'29; 1935 as added by title 1 of the Act of August 14, 1946

(7 USC 4271(&), 60 Stat 1085),




:(2) Sectlon 205(a) of the Act of August
114, 1946 (7 USC 1624(a); 60 Stat. 1090)

: - _ -.§(3) Sectlon 501 (c) of the Federal Coal
.:Mlne Healtn and Safety Act of 1969 (30 usc 95l(c) 83 Stat 742);

| | (4) Sectlon lOG(c) of the Natlonal Traffic |
and Motor Vehlcle Safety Act of 1966 (15 Usc. 1395(0), 80 Stat. 721),

. _ (5) Sectlon 12 of the Natlonal 801ence
,;Foundatlon Act of 1950 (42 usc 187l(a), 82 ‘stat. 360) ;

: B S | (6) Sectlon 152 of the Atomic Energy Act
"of'1954'(42 USC.2182, 68‘Stata 943); l._ .

| i 7(7) Se@tion_305 of_the National Aero-
nautics.and.SpaoehAot‘of'1958r(42§S5b 2457);. |

7 | _- : .‘ (8) SeotiOn'S of the Coal Reeearoh Develop-
Iiment:Act of 1960 fSO-USC 665, 74 Stat 337); | |
. | '_ . (9) Sectlon 4 of the Hellum Act Amend—
ments of 1960, (50 USC 167b; 74 Stat. 920);

_ | | (10) Sectlon 32 of the Arms Control and
Disarmament Act of 1961 (22 usc 2572 75 Stat. 634);

| (ll) Subsectlon (e} of section 302 of the
Appalachlan Reglonal Development Act of 1965 (40 USC App. 302{e);

79 Stat. 5); | | | |
B o (12) Subsectlon (a (2) of section 216 of
g title‘38 Unlted States Code, |
i | (13) Sectlon: 9 of the Federal Nonnuclear‘
Energy Research and Development Act of 1974 (42 usc 5901 88 Stat. 1878
i | | (14) Sectlon '3 of the Act of June 22, 1976
(42 usc 19594, note; 90 Stat._694x. | | |
_. | (15) Subsection (d) of section 6 of The
Saline Water;conversion Act of 19f1 (42“Usc_1959(d); 85 Stat. 151)}
. S o (16) Seotion'303 of the Water Resouroes
Research.Act of:i§€4.(42 USC 1961lc-3; 78 Stat.-332); | | |

(17) section 5(d) of the Consumexr Product

safety Act (15 USC 2054(d); 88 Stat. 1211):
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_ _ ‘(13) Sectioh 3.of_the Act of April 5,
1944 (30 USC 323:‘58‘Stat.:l9i): and o

| | o (19)_ Section 8001 of the Solid Waste
 pisposal Act (42 USC 6981 190, stat. 2829).

(b) ‘This Act shall also be construed to take
.arecedence over any. fﬁture Act unless that Act spe01f1cally cmtes
':-thls Act and provmdes that it shall take precedence over thlS Act.
.Sectlonrl2 This Act shall take effect 180 days after

~ ithe date of enactment of this Act,jexcept that the reguletlons re-
ferred to in secticn 10;'or cher implementing regﬁlations, maj.

be issued prior to that time.




 SECTIONAL ANALYSIS

 OF THE

UNIVERSITY AND SMALL BUSINESS RESEARCH UTILIZATION ACT OF 1978

Section 1

The official.fitle of‘fhe Act is‘given in section 1 as

" kthe "University-and'SmallfBusiness ResearCQ_Utilization‘Act of

1978." The Act deals with‘GovernmenE patent_policy_with respeét

to (1) universities and nonprofit organizatiOns and (2) small

business firmSnperforming research with Government support, but
does not establish policy with respect to7contracts-with_larger,
commercial concerns. - Thus the Act_focuseslon two distinct classes

ZOf_perEOrme;s of Government R & D. It'is_believed that the princi-

¢les that should'be applied'to these performers are clear. and nbn—

contrdversial, Arguments raised against leaving rights in inven-

jtions to'largeriG0vernment contractors, to the extent they are valid,

clearly hawe no relevance when applied.either to small business
firms or to universities and nonprofit‘organizations‘that are not

engaged in comme:ce.. Indeed, if such arguments were accepted and

._appliedfwith respect to these twb groupsy it is clear that a re-

_sult opposite to that desired would occur.

Section 2

Section 2 sets forth the relevant findihgs that,sUpport'

ithe o?efative sections of the Act. 'The.siénificaht rble of small
‘business firmé, unifersities} and nonprofiE'OrganizatiOns iﬁ the
-performance of Govefhment sﬁonsored teéeatch ié recognized. The
need for additional private investment'in inventions made'ﬁy'such

lorganizations is also recognized as necessary for commercialization

of such inVentions; The fourth findiﬁg recdgnizes that Government

patent policy can play an important role in promoting the commercial
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‘use of such inventiOns and'that patent policy'should also'be de-

':31gned to meet the equltles of the partles and to promote other

goals. Among the latter are llsted the promotlon of un1vers;ty-'

“iindustry collaboratlon, small bu51ness part1c1patlon in Government
R &“D-programs,_and the growth and competitive position of small
:business-firms. 'Finally, it is recognized that Government patent

" policy muSt‘also meet the‘needs of the'Government.

'5Sect10n 3

"Section 3 prov1des the ba51c framework for the allocation

of rights to 1nventlons made by universities and nonproflt organiza-

tions with Government support. It is designed to provide-the.

minimal but crltlcal rlghts needed to brlng about commer01allzatlon

of these lnventlons. At the same time sufficient safeguards_are
-requared-to allow the Government the means to promote_effective
.:ommercialization when a university or nonprofitrorganization‘either
Ealls to elect rlghts in an 1nvent10n or falls to achieve commercial-
:Lzatlon of an 1nventlon to whlch it elects rlghts Sectlon 3(a) |
'}3rov1des that as a normal rule unlver51ty and’ nonproflt organlza—

tlonrgrants and contracts are to'contaln a provision allow1ng the

brganigzation to elect‘toVretain title to inventions subject to

various terms and condltlons as set forth in section” 3(c) and 3(d)
'fIt also contemplates that the standard clause would 1nclude other

-_admlnlstratlve condltlons deallng w1th such things as reportlng

._-lme perlods and patent appllcatlon flllng tlme perlods.

Sectlon 3(b) sets forth three SLtuatlons in whlch Federal

l_agencies may use dlfferent patent provisions. Section 3(b)(l) rec-
'ognizes'that in sowcalled fGOCO" sitdations, the contractor may-have
'little equity, and the sitnation'may be more'suitable for;direct
:.Government'licensing efforts.‘ Or agencies might wish to use de-

. ‘ferred determinatien clauses in such situations and decide the

- best way to promote identified inventions on a case-by-case basis.
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'fSectien'3Tb)(2) rédbgnizes that classified work relating to the

" national security may require different'patent provisions. Sec-

tion 3(b)(3) recognlzes that 1n lsolated cases. there may be reason

- for the Government to take tltle or defer determlnatlons of rlghts. '

Possmbly thls might be the case in some projects where the Govern-

‘ment plans_to.carry_the research through full development and market-

'ing.

-SectiOn 3(e) is designed to.ensure that tne'needs of the

Federal Government and the publlc are fully protected It reqﬁires
'prov1510ns in the standard contract prov1smons to allow the Govern—‘

jnent,to obtain title to inventions in which the University does

hot elect title or which were not reported to the Government within

the times prescribed in the stendard clause. It also allows the

sovernment to.take title in instances when the university fails

to hate a fereign erjU. S. patent-applicetion filed,‘as'the case
nay be.. And theugh every detail is not spelled out, it is, of
:ourse,-expected that the standard clause would heve ether ?ro—
Jisions'allowinglthe Government to take'title in cases ﬁhere patent
applications are filed_but not preeecuted or where_patents‘ere not
maintained. | - |

In cases where the contractor elects-rights, the Government .

would obtain a royalty-free license for Governmental use. To en-

'_sure‘that the righte obteined'by the university are not simply sold

to the highest bidder, assignments are barred expect to patent -

‘management Organizations unless the Federal agency approves of the

sssignment. Limits are placed on the period of exclusive license
of U. S. rights.

Universities and nonprofit organizations would also be

required to provide periodic reports on their licensing activities.

And the Government is given the right to require licensing in fields

of use where the c¢uhtractor or its licensees are failing to take

ereasonablastepsto‘bring the invention to the point_of practical

application. This could mean either non-use or commercialization

on a scale insuffieient'to satisfy market demand or on terms that

‘are unreasonable.




'Seétiqn_B(c) also prbVideS-that'in'cases where a
rruniveristy'makes sizabié.rofalty'income a portion of. the nét in-
comé will be retﬂrnéd‘té-ﬁhe-Gqurnment."Royalty Sharing is reul

quired where the returns are substantial (above $250,000)isdgas

'itQ prevent'thé'déstrucfiqn of the incentive_f@r Qniversitiés to
‘engége'in'1i¢ensing'adtiVity; In no e#ent'is the‘Goﬁerhment to
:'receive-more thén it'acﬁuaily contributed_to the making of the
:'rin§ention uﬁdet the applicable COntract'brlgrant. In most cases
.'_this will be less than the total amount 0f the contract under which |
':the'invention was'made. For‘example, it is iikely that the con- |
":tract will have invoived activities subséqueht td'fhe'making of
:an'invéntién. It ﬁay also have funded activitiés;of various in-
ﬁ fVestigators who_were.not_inventors ahd whd were wéxking‘oﬁ aspects
 0£ the ﬁroject'ﬁhrelated té the invention. -It is expected that
'_;the‘agency and.the universitylwill negotiate the aqxee@:tQ“F"
';amOUnt as'well'és a.formula for fojalty'sharing_above thé $250,000
'ffigure.u'The Offiqe of.Eedéral Procuremenﬁ Policy is given-authofity
'ﬁto'reviSe the threshold figufe inrlight'bf general price'ghangés.
Finéliy,_section.3(c)'requi£eslthat any net income from
'inventions be used.to promote education or sciéntific feseérch.' -
Section~3(d) requires the use_of a subcoﬁtract provision
:that is designéd to.pfevént any'subcontractbrs.that are not them~
.selves‘universitieé.or nbnprofit organiéatioﬁs from automaticallf
_‘getting‘title td their inventions. Case—by?éaéé agency approval
.;either at the time of éﬁbcontracting or after an invention is iden-
'fifiéd would be required for:title to be left in commercial sub-
"‘poﬁtractorST | |

l$he foilowing-ié eﬁvisiOned as therty§e of'standard‘con-
tract provisioﬁ_that Wouid megt‘the requirements_éf Sections.3(a),

._(c),’and_(d); With appropriate modification a similar clause could

- be used to -implement section 4:




_PATENT RIGHTS - UNIVERSITIES ARD, NONPROFIT ORGANIZATIONS

(a) Definitions
| 'i(l) FInventIonﬁgmeans any invention or discoveryh
.and includes any art, method, process, machine;-manufacture, de--
':'sign or conmposition of‘matter,‘or any new and.useful_improuement'
thereof,'or any Variety of:plant,'which is or may be patentable
or otherwise protectable under the laws of the United'States;
| | :?(2)' "Subject invention" means any 1nvention of
:the awardee conceived or first actually reduced to practice inl
.the course of or under an award.
| B (3)' "Award" means:any contract, grant;.or'cOOPeratiVe
agreement.entered into between the'agency and'any person for‘the
- performance of experimental developmental, or research work sub—
.istantially funded by the agency, and includes any aSSignment, sub-
'.stitution of parties, or subcontract ofany type entered into for
the performance of experimental, developmental, or research work
:under.an award,: | | |

(4) :“AWardee".meanslthedrecipient of an award.
j(5) "Agency" means the "executive agency“ias‘defined
at-5 U. S. C 105 or the "military department“.as defined at 5 U.S.C.
-102 that has made the award. | '
.(6) ‘"To bring to the 901nt of practical application
imeans to manufacture in the case of a comp031tion or product, to
_.practice in the case of a process,‘or to operate in the case of a
machine or system and, in any case, under such conditions as to
establish that the invention is being worked and that,its beneflts
are available to the public either on reasonahle terms or through'
Vreasonable licen31ng arrangements. : |
1(7);'"Made" when used in relation to any invention

or discovery means ‘the conception or first actual reduction to prao—

e - —

tice of such 1nvention311the course of or under an award.




“(b) ‘nllocation-of Principal Rights

| (l)(Aj- The awardee‘shail have the right to elect
.to retain the entire rlght, tltle, and'interest throughout the world
"or in any countrles thereof in and to each subject 1nvent10n of the
awardee submitted in an lnventlon dlsclosure pursuant toi(e)‘below;
;subject to the prov1srons of this clause. The awardee shall in-
clude Wlth each 1nventlon dlsclosure an election as to whether or
not it is exer0151ng thlS rlght, provided that when the awardee de—
-‘s1res addltlonal tlme to determine the commercial potentlal of the
_.1nventlon, the awardee may request an extensron of the ‘election
| periOd. In‘such cases, ‘the election must be made W1th1n such tlﬁe
as dlrected by the Agency. In the event a request for addltlonal
'ltlme is made and granted, the awardees shall (1) promptly advise
the - ofﬁany‘dec151on not to elect rights and (il)‘shall promptlj
notify the Agency of‘any on sale; public use, or puhlication of
3hﬁthe_invention§of which it becomes aware‘after‘the.time ofritsrinitial
inventien disclosure.." | - g | B
| (B} At any time within 30 days from the date an
:aWardee_elects not to-retain rights ln'a‘subject invention, any
lnventor of that invention'may submit‘a'request to'the agency
: that he or she be allowed to retain title and principal rights in
the 1nvent10n. Such a request shall be subject to procedures set
forth ln apnllcable agency or other Government regulatlons.
"(2) The awardee agrees to convey to the Government,
upon reguest,:the entire domestlc rlght, title, and interest in
any ‘subject 1nventlon when the awardee.
| (i) does not elect under paragraph (b)(l) to
retain'such'rlghts; or
(ll)' fails to have ‘a United States Patent appllca—
tion flled on the lnventlon in accordance w1th paragraph (e), or
1de01des not‘to contlnue prosecutlon of such application; or

(iii) at any time, no longer desires to retain

Sioititle,




(3) The awardee agrees to convey to the Government,
upon request, the entire right,‘title} and interest in any subject'
invention in any foreign country when the awardeei

(i) does not elect under paragraph (b} (1) to

'retaln such. rights in the country,

(ii) falls to have a patent apollcatlon filed

'ln the country on the lnventlon in accordance with paragraph (£),

except that 1f an appllcatlon has" been filed in a forelgn country
after the tlme speC1f1ed in paragraph (f) but prior’ to such request
by the Government, the.awardee shall retain the entlre rlght, tltle,

and'interest in the Subject Invention in the_country involved; or

: decides-not to'continue prosecution of such'application'or'to pay -
any malntenance fees coverlng the lnventlon. The'awardee shall pro-

jvide the agency with the earllest DOSSlble notlce of any decision

or contemplated decision to abandon a patent appllcatlon or dls—
contlnue the payment of maintenance fees.
‘(4} A conyeyance, requested pursuant to paragraph.

(b)(z}-or‘(3), shall be made by delivering to the agency duly executed

,,instrumentS'(prepared by the agency)'and such other papers as are

deemed necessary tc vest in the Government the entire-right, title,
and interest to enable the Government to apply'for and prosecute

patent appllcatlons coverlng the 1nvent10n in thls or the forelgn

: country, respectlvely, or otherwise establlsh its ownershlp of such

1nventlon.

(c) Minimum Rights Acquired by the Government

(1) With respect to each subject invention to which

the awardee retains principal or exclusive rights, the awardee:

(A) Hereby grants to the Government of the

‘United States a nonexclusive, nontransferable; paid—up 1icense to
make, use,land sellreach-subject invention thrOughout'the world

by or on behalf cfithe‘Government'of the United States (including

! any Government agency) .
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(B) Hereby aérees to grant,‘upon'the request_}
bf the agency,-a nonexclu51ve, partlally exclu81ve, or exclu51ve
llcense to a responsmble apollcant or appllcants in any field of

wuse to an 1nventlon, upon terms reasonalbe under the c1rcumstances-
.hand further grants to the agency the- rlght to 1ssue such llcenses
_ltself_lf the awardee-refuses to grant'such llcenses if the agency
f(determines‘such action is necessary because the awardee has nct
'_taken, or is-not'expected'to take_within a reasonable tiﬁe, effective‘
stePS'to brdng to the peint of practicai'application thelsnbject
invention in such field of use. Any requests made purSuant to this
:'paragraph:shall he by the head of_thehagency or a dulytauthoriéed_
lagent, and the awardee ehall be given written notice of any pro-.
'posed request not less than thirty daYs'prior to.the'iseuance of
,afformallrequest.and; if the aﬁardee sO requests; a hearing Shali
_be.held-before the_requestris-issued'and otherwise ﬁadereffective.

| ) (2) thhing contained_in‘this.eection shall.be deemed
to grantto the:Governﬁent any-rights with resPect to anY‘inventiOn
'other ‘than a subject lnventlon. o | |

(d) Inventlon Identlflcatlon, Discldsure and Reports

(l) The awardee shall furnish the agency . a complete
“{technlcal dlsclosure for each subject 1nvent10n promptly after the
.awardee has completed such technical evaluatlons and market studies
that it finds necessary to determine whether an electlon to retaln'
3lrights'ehould be made; proﬁided that in no event shall such dis-
hclcsure'be“madellater than'two years after the subject'inventiOn

is first known to awardee OfflClalS respon51ble for admlnlsterlng
_1nventlon‘matters;.and prov1ded, further, the dlsclosqre shall,be
fmade immediately in any case where publication or use has initiated
;the One—year statntory.bar.period for patenting.‘ The disclosure -
'shall identify the award and inventor (s) and shall be sufficiently
- coﬁplete:infteChnrcal'detail*and appropriately‘iliustrated by sketch
_ér diagram to convey to pne skilled in:the_art to which the fnvention

“pertains.a clear,understanding of the nature, purpose, operation,

Land, to the extent known, the physical, chemical, biolegical,_or




electricalﬁcharadteristics othhe invention.e The disclosure

shall 1nclude a statement as to whether or not the awardee is aware
‘of any on’ sale, publlc use, or publlcatloncxﬁthe 1nventlon, and,
.lf so, detalls shall be prov1ded._l' |

- (2) It is agreed and understood.thatreach technical
-hdisclosurelfurnished.under paragraph (d) (1) is suhﬁitted in con—
_fidence and is'not~to be ‘disclosed outsidebthe Government-until:
after'either a United States or‘foreign.patent‘application.has
.'been'filed by or on behalf of the aWardee-or-nntil a description
,of the invention has been pﬁblished.elsewhere by the‘inVentor-or
lawardee, proviaed that the agencyfmay'duplicate and disclose any
.3lsclosure to whlch the awardee does not elect to retaln rlghts
;oeglnnlng any time after 30 days from such non-electlon. However,
Lf an 1nventor, in such a case, has made a tlmely request for rlghts,
then the agency shall contlnue to hold the dlsclosure in confldence
.Jntll such: time as. the agency determines - that the inventor will

JOt be allowed to retaln rights.

| | (3) ' The awardee shall ‘obtain patent agreements to
affectuate:the proviSions_of this clause from all ﬁersons in its
“employ who perform‘any part:of the work nnder the award ekoept
_nontechnical personnel,'Such as cierical employees and manual

laborers.

(e) Filing of Domeetic Patent Applications

(1) .With respect to each subject inﬁentiOn‘in whioh
the awardee eieCtS‘tb retain'domestic rights pursuant to paragraph
_b)(l) of thls clause, the awardee shallhavea domestic patent
appllcatlon flled w1th1n six months after ‘the electlon or such longer
perlod‘as may,be approvedlln-wrltrnq by the agency.
(3) For each snbjectlinvention on which a u. Sl
ﬁatent applioation is filed by'or on behalf of the awardee, the

zﬁwardee shall: =~




t(A){ Within:six months after‘the filing, or
nlthln six months after subm1851on of the 1nventlon dlsclosure

1f the patent appllcatlon was flled prlor to the contract, deliver
to the agency a duly executed and approved conflrmatlon instrument
'ﬁan the form spec1f1ed in paraqraph {1).

| ' (B)- w1th1n 'six months after the flllng, or
e‘@ithin six months after subm1581on of the 1nvent10n disclosure if
Ehe ?atent_ap?lication Was filaipriorto the award,'netify the
"agency of the filinﬁ date and serial number of the appiication and
;eliVer to‘the'agency_(a) a copy ef that pertien of the-application
lislfiled? which contains-the statement required by Paragraph'(ef(é)(C);
énd:(b) a eepy_of an:aeSignment from the inventor or inventors to -
the:institution of all right,_title;7and interest in the inVentidn:
properly recorded in the United States Patent and Trademark Office;
| | (C) 1nclude the follow1ng statement, appro-
'_nriately completed;'in the second paragraph of the specification
_Sfiﬂuyaﬁplication and any patents issued on the subject ‘invention,

'The Government has rights in this invention pursuant to Contract(s)

(Qr Grant(s)),No(s){-' o .awarded by the {Agency) N
| | o _(b)' not less than thirty days before the ex-
nlratlon of the- response period for any action requlred by the Unlted
-,atates Patent and Trademark Office, notlfy the Agency of ;any de-
e;31on not to contlnue.the agency of the appllcatlon.and dellver.
te:the agency.e#ednted‘instruments grantingfthe Government a’ power
.ef,attorney; o | |

'(E) upon request, fully advise the agency con-

'_vernlng all actlons taken durlng the prosecutlon of any patent appllca—

tlon and furn;sh copies of any relevant documents as requested; and
(') provide'the_agency with a copy of the patent

within six months after a patent issues on the application.
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(£) 'Filing of Foreign Patent ApplicatiOnS'

(a) With respect to each subject 1nvent10n in whlch
the awardee elects to retaln prlnclpal rlghta in a forelgn country

pursuant to paragraph (b)(l) of thlS clause, the awardee shall have

A patent appllcatlon flled on the 1nventlon in that country, in

accordance with applicable statutestand regulations, and within

one of the following_periods:

i) elght months from the date of a corres— :
pondlng United States appllcatlon flled bj or on behalf of the

awardee, or if such an appllcatlon is not’ flled, six months from

'the'date an election- is made pursuant_to paragraph.(b)(l) of this

clause;
(ii) six months from the date a license is
granted by the Commissioner of Patents and Trademarks to file for-

cign applications when such.filingkmﬁ;been prohibited by security'

feasons; Or

_(iii)u such longer period as may be apérbved by

- the agency.

(b) The awardee shall notlfy the agency of forelgn'

'appllcatlons filed and upon request, shall furnlsh an Engllsh ver—

sion of such appllcatlon w1thout addltlonal compensatlon.

(g) Subcontracts

(l)u Except as orOV1ded in (2) below, the awardee

:shall include in any subcontract where a purpose.of‘that subcontract

following clause: '

‘Patent Rights -

(a) The'Contractor hereby agrees to‘furnish a com=

'olete technlcal dlsclosure to the

(Awardee)

.8 the conduct of'experimental, developmental, or research workhthe .

*lthln smx months after any. lnventlon 15 concelved or flrst actually

e




:reduced to oractlce in the course of or under thls.contract (here—
1nafter referred toras subject 1nventlons(s ") and, sub]ect to
(b),'beiow, to a551gn all rlght, tltle, and interest in and to such
.1nvent10n to awardee or 1ts de51gnee. |

(b) -At:the time the Contractor reports any "subject .

'invention":to o ‘ : 2 L - '
(Awardee) :

the Contractor, at its option, may also report the 1nventlon to

the'h_ J ‘ g a ' agency with which the 1nst1tu—

tlon holds the prlme contract, and request that the agency make

a determlnatlon whether and on what terms the contractor may re=

taln pr1nc1pal rlghts in the 1nvent10n in lieu of assigning it to

- uSuch determlnatlons by the

(Awardee)
agency shall be 1n accordance with the pollcles ‘and procedures of

appllcable agehcy or other Government regulatlons. Such determination

“shall<be final on both the Contractor'and 7 ' _ : '
K (Awardee) ‘

prov1ded that ‘the Contractor may elect not to accept the agency's

determlnatlon and 1nstead assign all rlghb tltle, and interest in

The'lnventlon to | ' ' ‘. ' _ or 1ts de-
' (Awardee) ' .

signee.
(¢) 1In addition, the Contractor agrees to furnlsh
the follow1ng materlals, dlsclosures and reports-,

(i) Upon request, such duly executed 1nstru<

ments (prepared'by the ' o i or its designee)_

and such other papers as are deemed'necessary'to vest in the

or.itsfdesignee‘the*rights granted
{Awardee) _ . _ ‘ ‘ ‘ o
under this clause.and to enable the

. _ _ (Awardee)
" or its designee to apply for and prosecute any patent appllcatlon,

in any country, covering such 1nventlon.
{ii) Prior to final settlement of this contract,
upon“request'a final report listing all.Subject.inventionS or cert-

‘m-,u-,.'

'ifying that no inventions were conceived-or first actually reduced

to practice under the contract.




w(d) The Contractor shall 1nclude.1n any subcontract
a ciauee‘identical to thlS clause; 1f a purpose of the subcontract
is experlmental, developmental ‘or reSearch'work. "If a subcon-
tractor refuses to accept thlS cluase or 1f intthe opinion of the
'E.contractor, this clause is 1nconsrstent_w1th the policy set forth
ln'4l CFR 1-9. 107-3.and/or applicable agency regulations, the
Contractor (1) shall promptly notify the Instltutlon and (ii} shall
not proceed ‘with the subcontract w1thout the wrltten authorlzatlon
'“of the Instltutlon._ It is understood that the Instltutlon will
.seek dlrectlon from the approprlate federal agency. |

| .(e)_ TheContractorshall not_be,obllgated'to,enforce
the @greements ofrnanubcontractor'hérennder relating to the obliga—
tions of the Subcontractor'to-the:Goéernment in regard to snbject
"inventions.' | T

(End of Subcontract Clause)

(2) In.the event of a refusal by a subcontractor_
':to accept the clause specrfled in (l), or if, in the opinion of

the awardee, this clause‘ls_lncon51stent with .the policy set forth
':in agency regulations or 41 CFR 1-9 l07—3, the'awardee,(i) shall |
promptly submit a written notice to the'agency setting‘forth’reau
'sons_for thefsubcontractor'sfrefusalfand'other pertinent informa-
tion whlch may expedlte dlSpOSltlon of the matter, and fii) shall
.not proceed with the subcontract w1thout the wrltten authorrzatlon
.of the agency. | |
E— (3)‘ It is understoodbthat the'Government ie'a third
party benef1c1ary of any Subcontract clause granting rights to the
‘Government in sub;ect inventions, and the awardee hereby assigns |
‘to the GQVernment all rlghts that it would have to enforce the
Subcontractor S obllgatlons for the beneflt of the Government wrth
respect.to subjectrlnventlons. The awardee shall not be obllgated
to enforce the agreement of any subcontractor hereunder relatlng

to the obllgatlons of the Subcontractor to the Government in regard

: tO-sub]ectllnventLOn.




(4) Nothlng in this Agreement is intended to pre-
clude the awardee from grantlng a subCOntractor rights ‘or an option
to rlghts in any 1nvent10ns made by the subCOntractor to the extent
such rlghts are con51stent w1th the prov1srons of thlS clause.

(h) - Admlnlstratlon of Inventions 1n which the Instltutlon
Elects to Retaln Rights

(1) The awardee shall admlnlster those subject 1n—
- ventlons to which it elects ‘to retain tltle in the publlc 1nterest
_and shall, except as prov1ded 1n subsectlon (2) below, make them
available_through licensing on a nonexclu51ve or exclusrve, royalty-
'free or reasonable rOyalty basis; | | |

f2) " Any exclusive licensenissued by the awardee under
'da U. S patent or patent appllcatlon shall be for a llmlted perlod
‘of tlme and such perlod shall not, unless otherw1se approved by

the agency , exceed flve years from the date of the- flrSt commerc1al.
sale or use in the Unlted States of Amerlca of a product or process
gembodylng the lnventlon, or erght years from the date-of the ex-
7clu31ve llcense exceptlng that time before regulatory agen01es nec-
‘essary to obtaln premarket clearance, whlchever occurs flrst How-

jever, commerC1al sale or use in one field of use of a subject in-

.;ventiOn shall not be deemed'tO‘end;the exclusive period as to
'other_fields of use; Such license snallfalso provide that the

, licensee‘shall use all reasonable effort toleffeCt:introduction
.lnto the‘commercialmarketas soon as practicable, consistent with

sound and reasonable business practices and judgment. Any extension

:“of the ‘maximum perlod of exclu51v1ty shall ‘be subject to approval
“of theuagency, Upon explratlon of the perlod of exclusivity or
any extension thereof,-licenses shall be offered to all qualified -
‘applicants at a reasonable rojalty rate.

(3)' The balance'of the.royalty inCome after pay-
.':ment of expensesr“ancludlng payments to 1nventors, 1nc1dental to
=the admlnlstratlon of all 1nventlons as31gned to it pursuant to

;the prov1srons of this clauSe shall be utilized for the Support

. of educatlon_or sclentlflc.research.




‘(4)'.All 1i¢eﬁées issued by thetaeardee‘to other
.tnan_therGovernment of the United States under any patent appliea_‘
ﬁﬁionor‘patent cn a Subject invention ahali be made expressly sub-
Hect tc.the_conditions,éﬁqthtsZClause. ‘The awardee shall; upon

" request, prcmptly furnieh coéies ofrany license agreements to the
'agency, prov1ded that such licenses shall be conSLdered pr1v1leged

or confldentlal and the agency will not dlsclosesuchllcenses to

- persons-out51de the Government.

(i) Patent Management Organlzatlons

Except with the spe01flc approval of the‘agency,
'the'awardee_shall not assign any subject invention to any person
1¢r organization cther.thanethe Governﬁent of the'United States
'cr.an o;ganization'which'has'as cne_of its primary functions.the
.management of inventions and'patents and which is'nct; itself, en—
gaged in the manufaCtnte cr‘sale of prcducts or processes that
:might utilize the“invention or be in competition with embodiments
lof.the inventicn, proViaed that any assignment to a patent manage—
. tmenttorganization shali 5pecifical1y‘be madetsubject.to all the
.tefms‘and'conditiOns of'thie'clauee.- | |

(j) fReports on Development and CommerCial Use

The awardee shall prov1de a wrltten annual report
:to the agency on or before December Blst of each year coverlng the
”precedlng year endlng September 30th, regarding the status ofi -
development and ccmmerciai use that is being made or intended tc-'
-tbe made cf'eacn subject_intention left for administraticn to the
ﬁawardee and tne steps that have been taken by the awardee to bring
'the-invention_to the pcint of practicai application. Such reports
‘Ishall include information regarding statas of-development,,the date
1o first.commercialasale or. use, gross'royalties received by the
awardee and such other data and 1nformatlon ‘as’ the awardee may H
nreasonably speclfy} To the extent data -or 1nformatlon supplled

to this section is considered by a licensee to be pr1v1leged or

confidential and is so marked, the agency agrees that it will not

1 disclose such information to persons outside the Government.
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(k) ;RetUIniof.G
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‘Requests fa

similar actions and other

(m)

:Confirmatic

should be addresaed to the‘

r Foundation approvals, extensions, or

'COrrespondence required by the Agreement

(To Be Inserted by the Agency)

n Instrument

" The followi

. Anstrument required by par

Application for:

ng is the format'for the confirmatory

agraph (e)(2)(A) of this clause.

' ‘CONFIRMATORY INSTRUMENT

(Title of Invention)

cdnventor (s)

:Contract (Grant) No.

Filing Date:

Institution

" The invention id

entified abovecie a "Subject Invention"

wrth (Name of Agency).

under Award No.

g T

ThlS document is

3

granted to the Government

c0nf1rmatory of the pald up llcense

under thleaward in this invention,




dpatent application and anv resultingdpatent; and of'all.other
_prights,acquired by the Government.by;the_referenced award.

| It is nnderstoodfand agreedtthat'this docnment does
5not preclnde thehGoverﬁnent.froarassérting rights'under the.Proé
"v131ons of said Agreement or of any other agreement between the’
;Government and the Awardee, or any other rights of the Government
;Wlth respect to the. above 1dentif1ed invention. |
| The Government ig hereby granted an irrevocable power

. jto inspect and make copies of the. above 1dent1f1ed patent applica-

ition.
Signed this  day of ., 19 .
{Institution)
(Signature)
“(Print orhtypepname);
(Official title)
CERTIFICATE !

I, o | .., certify that I
dam the | _of the Institution named‘as-licensor'hereih:
' that , :_ --, who signed'this_License on behalf of
tthe Institntion is - S o of

said Institution; and that said License Was duly signed for and in
_behalf of said Institution by authority of its governing body, and

fis Wlthln the scope ‘of its corporate power.

{Signature)

'~ ~{END OF SAMPLE CLAUSE) -~




-iéection'4:

N Section 4;providee.the'baeic framework for thehalioca—
'tion of.righte to small bnsineSS firme.f It is substantlally iden-
itlcal to sectlon 3 except that the assmgnment llcen51ng, and use
"daf income llmltatlons found at sectlon 3(c)(6),(7), and (9) are’
:not.made appllcable to small buSlness:flrms. It_ls'coneidered
:hecessary.to give'small businees?firms-greater fleribility in‘the-
.ueelof their rights;in order:to maximize.thelgrthh:and profitability
:"of such-f;rms;”'Incomersharing with the Government is also pro- |
dvided in the case of suhstantial sales of prbducts embodying sub-
itject 1nvent10ns as well as royalty sharlng ‘where a small business
hfcontractor licenses a subject 1nvent10n. " The provrsmonS‘and philo-
_ sophy gre 31mllar to that dlscussed in connection w1th section
e o). | |

|section 5 |

l ﬂsectionhS is-intended to:makehclear that agenoies may
-foonsiderhrequests by:indiVidual'inventorsdfor‘retention.of rights
min_Cases Where the contraotor or eubcontractor‘does not:elect or'

‘iseek rights.. t+ is;-of course, expected that the standard clause

;Will_require‘that personsrperforming research functions under a
-econtract or grant will be_required to assign rights to-subject inu
ftentions either to their employer or the_eponsoring Federai agengy
tnnon‘request. | o | 7

;ﬁ:seétidn'e
B | Section 6 islintended to allow'agenciesﬁto'withhold'dis—

closure of 1nvent10n reports up untll the time that thlS is no

:longer needed to prevent the commencement of a statutory bar to

patenting.on accountfof the publlcatlon'of the 1nvent10n. Pro-

‘v1s;on is also made for: nondlsclosure of copies of any patent
'appllcatLOns 1n the posse351on of the Federal agency in order
| to prevent dlsruptlon of normal patent offlce procedures 1nclud1ng

the p0551b111ty that a party to an 1nterference Droceedlng could

'obtaln an unfalr advantage through premature access under the

'Freedom of Information Act.




) | ',.l . " ._ §ection'7'is intended to méke'clear'thét Federal agencieé
may negétiafe ﬂiﬁfights_i@.backg:ound pateﬁts as parﬁ of the awafd.
proqess., it is‘ekﬁéétéﬁttﬁat_éﬁéxnééd for this will be relatively"
iéfe; |

Section's‘l

. SectiOn'Slis a:aéfinitionallseétibn.
 Theldefin£tioﬁs€of‘“inVention“, "subject inveﬁﬁion",

'iénq "made” are.substaﬁtiailyisimilaffto the definiﬁiéﬁs now givéh
 thesé térms ih'standard G@vernment‘pateﬁt c;ausés. "They represent
Aterms of aétlthat have been'in use_fér many years..

The definitions of the terms "contract”, "contractor"}”

' and'"pers¢ﬁ“ cover all‘fbrms of contracts,.gfants;,and codperative-
:agreemenfs now in use tO'édpport Fedéral reSearch; Of speéiai'
fnpte is the fact that Subébntractors;areucévéred by.the definition‘
_of;ﬁcohfractor". Thus the terms of thiszhrtare'applicabie to |
Sméll business'subcéhtractors even‘if the.prime contractor is a-
 large buéinéss.cdnéérn that is subjééﬁ'to more restrictiVe.patént

provisions. -

.The.term I;'};>rac;tic::1l appligation" is based ﬁpon the defini-
 tibn of the same'#érmIfOuhd in the.Présidéntial Mémorandum and
.lStatement:of Government Pétent'Policy'énd'current'GdVernment patent
‘ ¢L§uses. | | |
| . The terms ﬁFederalragency"i "éﬁal1.business-firm“, and
.'ﬁnonptofit organizati0n" are self-explanatory. .
|section 9

i 7Séction 9jmakesvclear thaﬁéthe fact that a person obtains
riéhts in'an.inventién in.accordancé:with this'act does not give

:Ahim.the right to use'that invention in a manner that is violative

% ‘;-fgbf the‘anti—trusthlaWS;

- . L -




Sectioh 10

Section 10 provides the Offige oquéderal Pr0curement
Péiicy éndrthe Officeiqf Scién@é.and Technélogy Po;icy'authority‘
lto jointly‘issue.regﬁ;aﬁiohs,esﬁaﬁliShing a standardlcontract bfo—
“wision. ‘Sinée OFPP hés édthdrity ovér contracts but not g#ants
'and because 0STP has cognizandé.oﬁer_intéragency patent policy
‘activities,.iﬁ ié.cdnsidéred:desi;abie to have a joint drafting
effott}f In turn;‘it is éxpected that'additipﬁal regulations wili
be issued through:norma1'OFPP,_OME; or agénéy cﬁénnels implémenﬁf
ing other'asPeéts 6f thé Act ér'othefwise‘amending existing regula-

itions to take account of the Act and the standard OFPP/OSTP clause.

.Séction 11 . -
| Séctibnjll provides thaf_#he Act shallﬂgqvern Fedéral
|patent policies énd practices as.they relaté to universities and
'ﬁonprofit ofgapizations énd small'busihess fiﬁms.' Section 1i(a)
lists-ﬁinétéen Statﬁtoty provisiohs‘that_could-arguably br clearly
_bé interpréted'as requirihg'a dispositién of rights in a manner
contréty to this.Act. This Act will take precedende over these
lActs and any other Ac&s that may have been‘oferlooked;thatlare
}incbnéistent. 'Similarly, ﬁhié Aét is‘ihtended to take Precedence
-over any future Acts dealing with the subject of patent‘pplicy

vis-a-vis Government supported research unless such Act clearly .

states otherwise.

Seqtion 12 .

' Section 12 provides that the Act will take effect 180
days after its enactment. This is to enable the issuance of the
necessary OFPP/OSTP joint regulations and other,regulatory changes

which are authorized to be issued prior to the 181st day.




BACKGROUND PAPER
SUPPORT AND EXPLAIN THE NEED FOR THE PROPOSED .
WUNIVERSITY AND SMALL BUSINESS RESEARCH .
UTILIZATION ACT QF 1976"

Th

Introductlon
The Unlver51ty and small busrness communltles are jOlntly
eking Congressronal support for leglslatlon to 1mprove current

se

Go

Ve

is

Vernment pollc1es as they affect the allocatlon of rlghts to in-

ntions made by these organizations under Government grants and

‘contracts.

The proposed Act represents an attempt to seek a solution

to specifio_problems that fece-both:of_these groups, but does not

_trly to arrive at,an'overallfsolution to'the,Government-patent policy-

sue. In the past almost all bills proposed in this area have

- been broad in scope and have dealt With the whele range of Govern-
ment R & D contractors and grantees,. The result has been that
the interests and needs of ‘the university-and small business com-

munltles (whlch collectlvely perform at least 36% of all Government-—

sponsored, extramural R & D) have been lost in heated argument and

de

tha

£x

bate over the'treatment of 1arge, industrial contractors. As will

be'discussed in more detail it . is becomlng lncrea51ngly evrdent

at the 1nterests of these two groups were not understood by the

amers of Sectlon 9'of the Federal Nonnuclear Energy'R & D Act

of 1974 which has become tne model for subsequent 1eglslat10n.

Ot
th
re

tH

PY

her recent admlnlstratlve deveLopments do not portend well for
= future. Hence, the proposed bill represents-a 'viable and
spon51ble approach to Government patent p011Cy that will satlsfy
e needs of these two groups and at the same time promote and

otect the wlder publ;c 1nterest.

e Goels‘of the'ﬁniversity§and Small Business Communities

" of

Cd

of-

The proposed Act is designed to achieve a number of goals
the small buSinesS and university’communities; . Most, if not all,

these goals coincide with wider national goals such as increasing

mpetition, economic growth, and job expansion.




The unlver81ty communlty seeks a Government ‘patent pollcy ’

thct w111 ‘have mhe follow1ng characterlstlcs.

(l) A srmple and unlform system that minimizes adminis-
:tratlve burdens on the unmversrty communlty (and 001n01dentally

the Government )

| (2)i A system that prov1des at least the minimum incentives
‘and‘condltlons necessary to achleve to the max imum extent practlcable
_the‘commerCLallzatlon of university 1nventlons made-under Govern-
ment'awards.r | -. | _ | . | |
(3)'7A system that w1ll encourage 1noustr1al sponsorshlp

of un1vers1ty research

| (4) A system that will recognlze the equltles of the uni-

ver51t1es, other unlversrty sponsors, and, in many cases; the States

Wthh support the unlver51t1es

The small'business community“also‘seeks a sYstem‘that-is.

'simpler and less burdensome and whlch recognlzes their equities.

However, small busrness is especrally concerned that Government

patent'pollcy—. _

| (l)'-make ltrattraotive for small business.to.participate
.in.GoVernment sponsored research and allOWISmall business to more
effectivelv compete with larger competltors for Government'support,
and | |
| (2)g-allowrsmall bnsiness to use'inventionS'made.hy'them

with Government support to'maximize firm growthland-enhance_their

competltlve posrtlons in non—government markets.

| The Act proposed will accompllsh these goals while at

the ‘same time promotlng 1arger natlonal goals of 1ncreased com-
petltlon, increased 1nnovatlon and product development and ln—‘

'gcreased economlc growth and job expan510n. At the same time the

:Aet would,protect the‘Governmenth 1nterests by providlng lt with

a royalty—free‘lgzsnsee_ﬁlt alsomdnld‘allow the Government to

‘make exceptions in cértain ¢la&ses of;cases,or on a c¢ase-by-case

_ basis.‘ Andnthe7rightgof the:Government'torrequire licensing in




P D e

cases when small busrness flrms or un1vers1t1es fall to take
effectlve steps to develop 1nventlons is a feature of the proposed

Acts.

'The Current Sltuatlon and Pollc1es

At the outset 1t must be understood that the current
sithation'is generally counterproductive to these goals, and, if
- anything, seems to beumoving in an even more counterproductive

fashion.

As 1dent1f1ed in- sectlon ll of the proposed Act there_
are currently 19 dlfferent statutes governing dlfferent Government
agen01es or programs. Sometlmes dlfferent programs within the
same agency will be governed by different statutesr or some pro-

grams of a glVen agency may be governed by statute ‘and others not.

_'These statutes tend, with a few exceptlons, to encourage retention
,of tltle to lnventlons in the Government, but normally allow agencies
-fiex1b111ty to grant walvers.

In addltlon to these statutes, most agencres have shaped
-their policies around the Pre51dentlal Memorandum and’ Statement of
.Government Patentholicy issued in 1963 bY'President Kennedy.
However, this Statement is'so structured to accomodate a_myriad

of practices and leaves-considerable operationai flexibility in

the individual aoencies. |

The result of the above is that there are at least as

.mary dlfferent patent pollcles andproceduresas there are agencres.
'Agency clauses tend to dlffer. Wllllngness and procedures for

negotlatlng clauses and after the fact walvers vary conSlderably

from agency to agency,'and even sometimes within dlfferent elements

of | the ‘same agency; Slmllarly, the terms upon whlch walvers are

'granted tend to vary consrderably. For unlver51t1es and small
:buslness firms that;deal w1th_several agencies, it becomes an

enormous,burden just to understand the differing regquirements and

- procedures imposed by these agencies.




.ﬁowever,:while the;detaile_and epecific procedures tend

' to differ consrderably, the broad‘ontlines and net result are oftenf-'
‘the_same._ Univer51ties can’ expect their Government awards to 1nclude‘.
terms allow1ng the Government to take title, but allowing deferred

-'determlnations of rights after 1nventions are identified. The only
current exceptions to thrs are DHEW and MSF which have entered into
InStitutional Patent Agreements wrth some univer51t1es which give
.them‘a.first option.to retain tltle. Up untll a few years ago DOD

| gave. favorable'treatment to-universities on a list of_institutions
w1th approved patent polrcres. However, thie was discontinued when,

_'the Armed Services Procurement Regulatlons were conformed to the

Federal.Procurement Regulations, and lt is not clear what DOD s

present'intentions are; Small busrness flrms can also normally
expect to receive a tltle—in—theﬂGovernment or deferred determinatlon
dclause from all agencres except DOD. Usually, they would have to
neQOtiate'on a'caSe—by—case basis-for more favorable treatment.
Moreover, the ability of agenCies to grant more favorable
treatment as a result of negotiatlons, or under deferred determina—
tions, or through IPAS 1s‘1ncreaslngly being placed under legis—
latively,created‘burdens'and procedures. For example, Section'9
of the_Federal NonnUclear,Energy R & D ACt of l974iplaces a pre-
snnption in favor of title in ‘the Government, and'though it does
allow DOE the flexibility to- grant waivers-it'requires the consid- -
eration of a rather-extenSive list of factors prior'to such grants.
This Act has_been interpreted;by DOE as preventing it from using -
,anlInstitntional:Patent Agreement approach with respect to uni-
veraitiest-thus'making'it’more'restrictive than the Presidentfs
fPolicy Statement. .It'also plays mere.lip service to the.needs of
| -sm?ll:business.firms.andessentially regniree their‘compliance with
thd aame expensiVe and time consuming'procedures with‘which larger
and‘more financ1ally able competitors are faced. -Unfortunately,

section 9 has since been 1ncorporated by reference and made appllcable

‘to_three more Government R & D programs It-appears to be the waive

of the future._'




! "'_.5.'.._
Recent developments on the admlnlstratlve front also :

point to a movemen 1n Government patent pollcy more in the i

dlrectlon of a tltle-ln—the-Government approach regardless of the
type of_performer 1nvolved. The primary example cf this was the
recent decision of'QMB/OF?P:to'suspend recently issued aﬁendments
totthe Federal Proccrement.Reéulatione‘thch for the first time

_ formally recognized ana authorizedAthe use of Institutional Patent
.Agreements for dniverSity'contracts. 'These.regulations had been
IWiiely supported and commented uponrin draft form by thenuniverslty _
.community_and others in 1976. lhey implemented recommendationsh
inpa.report on.GOVernment-patent policyfvis—a—vis'universities-thatr
fwaé approved ﬁnamimouely hy_the FCST Cohmittee'on Government Patent
Pollcy in 1975, | | | |

Equally dlsturblng are recent developments within DHEW

Which currently funds approx1mately one ~half of all Federally-—

‘supported,.unlver51ty research,‘ It is understood that waiver
petitions fro@ institutioneaand contractors.not holding IPAs.are
'all now heing.held.up.within DHEW. Iteis‘also underetood that a
paper.is being discussed_internally withiniDHEW which seriously
propoees the ahOlition‘of'IPAs.'.Thus DHEWLmay be headed back to.
_its regressrve poll01es of the early 1960's which were soundlng

'or1t1C1zed by the General Accountlng Offlce in 1968 The current

| pollcy follows suggestlons of the GAO.

Furthermore,'lt is our understandlng that President Carter
hae.indicated'a predelGCtJQn towards use Qf a title-in-the Government
‘ approach.' Why he haa done so we do not kﬁow,.but it seems to stem

friom hlS assoc1at10n with Admlral Rlckover who, contrary to almost'

everyone else in DOD has been a long tlme advocate of a tltle—'
in—the-Government approach for all Government contractors be they

'large or small, proflt or nonproflt.- |

In view of all these trends, both legrslatlve and-

hadmlnlstratlve, the un1versxty and small bu51ness communltles con=

'sider it 1mperat1ve_that legislation extracting them from the




-6~
deeping-morass_of'Government patent policy be enacted 1est their

positions become completed.eroded,f

-Tné Proposed Act's Treatment of Un1versrt1es and Nonproflt Organlzatlons

The proposed Act is des1gned to overcome the current prob—
lems and to.achleve the goals-of'the.unlverslty-communlty by norm-
ally allowing universities-and'nonprofrt organizatiOns the'right‘to
;electnto.retainrtitle'to'infentions made ty-them with Gonernment

tsuﬁport subject tO'various'requirements and'safeguards substantially

751m11ar to those now 1ncluded in the Instltutlonal Patent Agree—
ments awarded by DHEW ‘and NSF.

(l)‘ Commercialization of University Invehtibns

ThlS mix of rlghts and obllgatlons represents thée minimum
bnt critical rlghts necessarv to obtaln the‘commer01allzatlon of
1nVentlons made by unlverSltles. In order to understand why this
is 80, one must understand the nature of un1versrty research the
inventlons that flow therefrom, and the factors that affect the
transfer of these lnventlons to the commerc1al marketplace.

| 'The Federal government sponsors research in unlversities

'to'eXpand the boundaries of existing knowledge in areas or on

:problems deemed to be in thefpublic interest or to be related to
national goals. HUniversities are usually'funless tney are doing‘
rclassified research);free to:publiSh.research results which are
7-_§enera11y-made available toiallr The right to publish is normally

preserved in the negotiation of grants and*contracts; as is the

sponsorlng agency s rlght to receive: agreed upon reports.

The generatlon of anentions is almost never the maln ob-

jevtlve of the research conducted with federal funds; rather, an
inyentron generally-ls an_lncldental'“byproduct" of_the‘research
aetivity,slaréely attributable to_serendipity and/or the personal
creativity'of-theaﬁnvestigator backed by.nis years-of professional

‘training and experience, and to the scholarly environment and.research

regources provided by the university.
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Moreover, these inventions, unlike those of larger

industrial firms, normally stand alOne;%”As_explained in a

Harbridge House study:

"Their isolation is a major obstacle to utilization
since most inventions are not: marketable products
in themselves.  The industrial product is often
protected by a ‘cordon -of patents, as illustrated by
“ the list of patents on a packet of Polaroid film.
A university invention, on the other hand, is a one-
. shot patent. Even if the patent specification dis-
closes an ingenious invention, the patent claims
"which definé the scope of monopoly are likely to be
narrowly drawn. Whereas industry will add to its
patent arsenal as a product is improved, a university
patent, if it is to be licensed aE all; must be_ '
licensed on the 1n1t1al effort.“

Education institutions are, of course} not organized

either to manufacture or to produce and market patentable inven-

_ tions;"Neither}'for that matter, is the Federal government. TAC=

coxdrngly, if univer51ty 1nventions are to be used such institu-

;tions must seek to’ interest those in the 1ndustr1al world who have

the commerCial capability for 1nvention development and also, very

importantly, market development which the unlver51ty 1acks. This

la

often a difflcult task, since few inventions comlng.out of

;versity research offer readily recognizable_ppospects‘of a

*ge market or-a high return on 1nvestment Moreover, the "“not-

invented here" syndrome often poses a difflcult 1nstitutlonal bar—

ri

ea;

of

th

.to
-~ un

- de

er. UnlveISity inventlons, since they most often correlate Wlth
=) results of fundamental research tend to be, at best, in the
rly stages of develoPment, and therefore requlre the ;nVestment
substantial prlvate risk capital to develop the invention to
) appr0pr1ate state for 1ntroduction 1nto the market,

At the same time, univerSitles are in a unique posrtlon
objectively seek the best quallfled 1ndustrlal dEVelOPer and
der appropriate 1icensing arrangements monrtor the diligence of

velopment efforts by such a developer. 1f univerSities cannot

e B L

Harbridge House, Inc., Legal Incentives and Barriers to

Ut

ilizing Technological Innovation, pp. 1l-13 "(March 1974).
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rnish;.if appropriate; anlekcluSive licenseato deVelopers.for
limited period'and thereby secure'theéinvestment'of'necessary
pital 1nventlons resulting from government awards are less llkelf
be developed to the p01nttxfmarketab111ty, and thus the publlc
1ess 11kely to receive the benefits from such 1nventlons, or
least may not receive them as qulckly as otherw1se would be
e case. Moreover, most univer51t1es, though they rarely make
V4 Sizeable income from 1nvent10ns, would largely lose all 1n—
ntiVe to seek licensees if they did not hold patent rights. |
cause of the "publish or perish" ethic:and thefwide availability
the results of Government supported research, the uniuersity
rmallf -neither could nor would consider it3appropriate'to.deal
“trade secrets. | . . |

When the rlght to seek patents re51des 1n un1versrt1es,
propriate.patent appllcatlons can be flled promptly and nego-

ations immediately commenced with prospective developer/licensees,

th the active assistance of the inventor. When this right does

t exist at the tlme of" contracting, but must ‘await a determlnatlon
ter the 1nvent10n has been ldentified substantial time_is usually
quired to prepare the necessary docunentation for the sponsoring
ency'and‘for the agency to make a:determination; While'awaiting

e outcome of such administrative prodess, the invention lies

rmant, with the attendant risks that'the inventor's interest in

srstlng in tne development becomes attenuated and that intervening
ents may foreclose successful transfer of the 1nventlon to

=3 publlc. For example" a potentlal licensee may dec1de to put

s efforts elsewhere rather than wait for a dec1sron.

Since deadlines for domestic and foreign patent appllca-
ons are affected by punlication of patentable ideas in sc1entific
urnals or thesis papers, delays in determinlng the dlSpOSltlon
rights t0 an iﬁﬁention can'result‘eitherpin delay of_publication
research results or,‘what,is more normally the case, the expira- -
oniof the time‘limit.in'which patent.applications can be filed. |

ither_chOiCe-bénefits the public.




_ The-publi¢.Will-obtaih'the greatest:benefit from univerjifg;éxy
geherated'inventions ﬁnder a system which'offers.adequate induce; .
rment to those who can brlng the frults of the research into a

'sform useful to the consumlng publlc.' Mere exclu51V1ty in patent

rights does not 1pso facto create artlflcally high prlces for

.relatedhproducts and royalties:geherally represent only ‘a very

-small:fraCtionsof the'retail.price of marketed goods.- MOreover;
One_mest face‘the ihescapable conclusion'that'the development
of'lnventlons under a reasonable Government patent pollcy will
_beaeflt tne publlc by maklng avallable products that would other—-
wise not-have been avallable at‘any price and Which are presumably
mone attractive to the purchaser than other alternatlves or sub- H
stitutes; _

Without excluSivitY'to some_degree,‘private'SOurces are
ahlikely to“hate.sufficient‘incentive to inﬁest in the effort nec-

eSsary'to develOp most university inventions.' Indeed the invest-

ment- requlred to. brlng a product or process to a marketable con-
dition and to introduce it lnto the market is almost always far
greater that the lnvestment 1n the orrglnal research from which

the 1nventlon resulted | . o |

To bring an invention to publlc use, further deVelopment
or.englneerlng is requlred such as testing or- “ccreenlng of

‘new chemical compounds. Before'the'efforts and expenses incident
to testing or screening are undertaken}_inﬁestors heed to. know Qho
has the tltle to or ownershlp of the lnventlon (l e. the right
'secured to 1nventors and thelr a551gnees or 1lcensees, for limited
times,.as authorrzed_ln'the Constitution.)’ |

| Often.pros?ective licensees will reque:to undertake the
testlng, screening, or development'of inﬁentions unless the licensor
can grant an exclu51ve llcense for commer01al use or saler In some
cases} no v1able alternatlve has been avallable and,lln the absence
of an?exclus;ve.llcense, the use of the 1nvent10nlhas been denied

to the public. -Indeed in the case of pharmaceuticals this has -




;_10_5”_
been well developed 1n the 1968 GBO report mentloned abovc and by
subsequent comparlsons of 1nvestment in HIH supported unrversrty
_inventlons ante and post 1968

: S Unlver51t1es usually do hot possess the resources, crlt-i
rhical fac111t1es, or. controls necessary to brlng drug products, for
example, through the-cllnlcal testlng.stages to marketabllltj.

' ihns, it is 1mperat1ve that they be in a position to supply an
incentlve under approPrlate llcenSLng arrangements to those organiga-
tions which have those facrrltles and‘control capabllltles,

| Since Gofernment ﬁersonnel Would not be;as intimately
'fanlllar w1th an 1nventlon as those that have made 1t at a un1versrty,
th=y would be in a much less favorable pOSlthn to ascertaln or
pursue_the_commercral_marketablllty of such an'lnventlon, and it
is;feared that the time that would have to Jbe invented in snch.
act1v1ty could well ‘cause a 51gn1f1cant reductlon in invention dis-
olasures from un1vers1ty researchers, with a consequent reductlon |
;'éd publlc access to potentlal research appllcatlons.

. | Thus, the prlmary reSult of the economic stimuli afforded
‘hy a reallstlc patent pollcy is the 1ntroductlon and productlon

.of new goods or services into the economy. The influx of new.
'te"hnology and products should stlmulate competltlon and economic

_ér:wth

(é) University/Inoustrial Collaboration
.‘TheiUniversity comﬁunity also believes'that a Government'
;patent‘policy_such as-that proposed in the Act is needed to foster
greater7indnstrial-sponsorship of'UniversitY research. | .
e In FY 1976 of a total of $3.724 billion spent on R & D
'at'uninersities aroand two—thrrds or $2;501:bi11ion came from the
Eederal government;- 0f the remainder‘only $123 million‘came from
.'.rndustrial sources with'the other $1.1 billion comrng'from institu—_
tional'funds} state-and local governments, and other nonproflt in-

'strtutlons such as foundatlons. The unlver51ty communlty believes

that;there exists a real potential to increase industrial support




;forhuniversity'research. At;the‘same time it is apparent that
toiexp101t thlS potentlal more favorable Government patent p01101es
..must~be developed. Because such a hlgh percentage of unlverSlty
: rnvestlgators recelve Federal support under conditions allowing
.the Government to obtaln pr1n01pal rlghts in any 1nventlons, many
f11ms that mlght otherWlse be 1nterested in supoortlng or collabora—
ﬁirg Wlth unlverSLty scientists are reluctant to do so. They fear
éhat the results of work they spOnsor may become entangled w1th
éovernment claims under its work such as to jeopardlze any ex—
dlu51v1ty they mlght gain.
| The proposed Act would largely ellmlnate this problem.
The beneflt to the unlverSLtles and nonproflt section should be
'obv1ous. At the same tlme, 1ncreased 1ndustr1al sponsorship might
y ease the burden on State governments and would also have the tendancy -
'_or_decrea51ng the‘absolute'amount of Federal ‘support requlred and/or
deoreasing overhead end'other indirectleosts paid by the Federal-
Jgovernment by ﬁidening_the'basedof univerSity sponsorship.

(3)',Uniformity-

 The proposed Act would ellmlnate ‘the exten51ve burdens
]of”the current deferred determlnatlon approach Moreover, the
adoptlng of a‘s1ngle, standard clause w;ll ‘eliminate unnecessary

administrative differences.

(4) Recognition of Equities
‘Finally, when patentable'inventionsfoccur, the equities
.dtp bezconsidered include not only those of the Federal government,
bbt also those of the inventor, the univerSity, and, occasionally,
oiterdsPOnsors. _Rarely are federal fundslthe sole factor contribu—
‘tdng to:thefmaking of'anfinvention. Beyond the eritical contribu-
tdon of the investigator,'the university itself virtually always
‘helps to flnance the laboratorles, equlpment, and personnel contribu-
‘ting to an 1nventron. It also prov1des a scholarly atmosphere; and

sometlmes the 1nfu51on of funds obtalned from nongovernment sources.

Eath of the partles has a clalm in equlty
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A pollcy whlch assrgns patent rlghts to the Government
for all federally supported research ellmlnates the equltles of all

partles but_the Government.‘:The_proposed Act overcomes this by'

_allowingrthe equities Of the university, thedinventor'(through

royaltyesharing),'and other sponsors to recognized. At the same

time,fthefGovernment's‘interest_is'protected by a royalty-free

license to practice any inVentions for Governmental purposes.

Beyond this, 51nce the taklng of ‘title by the Government would

'tend to inhibit commercrallzatlon, it is dlfflcult to understand

what cther need the'Government Has for any greater rlghts (other

';than "march- ln" rlghts and other such safeguards 1ncluded in

the Act.) lhe proposed act also provrdes that the Government

will recelve its investment back in those ‘cases when a university

“earns substantial income from an invention.

The Proposed Act's Treatment of Small Bu51ness
- As with unlver51t1es, the proposed Act would normally

allow small business firms to retaln rights in any rnventlons.made

‘under Government contracts and subcontracts, subject to various

‘:‘conditions;A

(1) Improv1ng the Competltlve Posrthn of Small Business
Flrms :

For reasons closely related to those discussed in the

prev1ous sectlon, small business concerns often requlre the retention

' oi'patent rlghtslln ‘their inventions ln,order to attract 1nvestment

,capital or to otherwise make risk taking a reasonable proposition.

It ou@ht to be obvious thatttfthe Government_takes‘title'to in-
ventions made_by'small business firms it is, in effect, removing
the incentive for those firms'to develop the inventions. That is,

when a large company'makes an invention'it-may be better able to

1_deVelop lt w1thout patent rlqhts because 1t enjoys other advantages

o b, -

such as flnanc1al resources, ‘economics of scale, access to resources,

and well developed marketlng and dlstrlbutlon systems. On the other
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hand,:most:small firms must place much greater reliance on patent

prctectlon to prevent larger competltors from undercuttlng new pro- -

ducts and markets which they may develop. The result of a tltle-

qin-the—Government approach v1s-a~v1s small bus1ness firms is thus

favor larger, more domlnant flrms, elther forelgn or domestlc.

Slnce almost all the arguments of those ‘who advocate a

' title—ln the Government approach are based on the conjecture that

leav1ng tltle in large contractors w1ll be - antlcompetltlve, we fail

understand why these arguments should_be extended to-small bus1j

ness firms.

We believe that the proposed blll leaves suff101ent safe—

guards 1n “the Government either at the tlme of contractlng or after"‘

*hei
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._a Pontractor has elected rlghts to ensure that the goals: of the Act

are met-w1th due recognition of unuSual circumstances. We -also

-

-ieve that the benefits that will accrue‘to.small business firms-

Ll translate dlrectly into greater economlc growth and job ex-—

Although we-believe_the relationship between innovation

i'new product develOpment and long—term.economic'growth and job

oans10n are 1ntu1t1vely and hlstorlcally obv1ous, several recent
udles are c1ted below to 1llustrate thls. They stress the importance
a healthy small bu51ness enterprlse to these goals. o
- A 1967 Department of Commerce study l/ and a more recent
date of that study by John Flender and Rlchard Morse of the MIT
velopment Foundation, Inc. 2/ lend strong support to the proposrtlon
at sales growth and jOb creation cccurs ‘more rapldly 1n_1nn0vat1ve
mpanles than 1n mature (domlnant) companles. And even more signi-

cant for purposes of-thls analysms-ls the fact'thatijob expansion

men

GE

Te

l/ Technological Innovatlon' - Its Environment and Manageﬂ
_g U. 8. Panel*on Invention and Innovation. (Washington, D. C.,

0, 967)

2/ John O. Flender and Rlchard S. Morse, The Role of New

i

chnlcal Enterprlses in the U. 8. Economy, M. I T. Development Founda-
on,_Inc., Octocber 1, 1975. j -




‘fat young (i.e. small) high technologyfcompanies Was even more

Spectacular. 3/ These flndlngs 1nd1cate that a patent policy

tkat would deemphas1ze the needs of smaller firms and emphasmze
1ccncerns w1th larger flrms COuld have a negatlve 1mpact on job
é%pans1on.i" -

| The.potentialsharm'that conld accrue from'discounting

the need to be:cOncerned-with inventions,from nOndominant.firms

'is fnrtheriemphasized'by a studywdonehhv Gelman Research Associates.

-An‘international panel of experts selected the 500 major innovations

that;were introduced_into the'market-during_l953-73 in the U!'S.:

U;iK.; Japan, West Germany, Frande, or Canada. Of the 319 innova-

tions.produced by U. Ss. industries, 24EL were produced by companies
with less than 100 employees. Another 245 were lntroduced by com-

panles w1th 100 to 599 employees.

(2) The Ablllty of Small Bu51ness to Compete For
' Government R & D -

As prev1ously noted current patent policies of all agen-—
‘eies excepthDQD generally require‘all potential profitrmaking con-
tractors,'be they big‘or'small, to acoept'a-title—in-the;Government'
-or deferred determination type patent cluase or to engage in nego-
_tiatlons onixnrspornt.' The effect of thlS 1s “to actually place

rsmaller flrms at a relative'disadvantage to larger firms; The

sihnation'might be analogized to the‘old saw about'the law imposing

"th same penalty for sleeplng under the brldge be the offender

ri"h or poor. '

. Put simply, current pollc1es often place a hlgh technology,

Small'buSLness firm in the p081t10n_of acceptlon-Government dollars

at the"costfof jeopardiﬁing‘its'future non-Government'market‘posi—
_tlonr: Whlle the same could be sald of larger firms, it must be
'remembered that for them patents do not usually play as 1mportant
'a fole 1n the malntenance or expan51on of thelr markets. Moreover,

T e mo

iaager flrms may be in ‘a much better flnan01al p051t10n to resrst

: 3/ The authors found that durlng the 5 year perlod of
1969-74 "six mature companles with combined sales of $36 billion in
1974 experienced a net gain of only 25,000 jobs, whereas the five
young, high technology companies with combined sales of only $857
million had a net increase in employment of 35,000 jobs. .




*Gévarnment déﬁands'and.negotiate moré equitable'pateht provisions.
And?they-will'nérmélly haﬁé'morerreséurces to allocate to contract
‘ négotiétibns-0r aftex—ﬁhe—fact”waivef.petitioﬁé; ‘Furfhermcre,
rlargéf'compénieé'are_bé@?grrab;é,tc_seg:egaté Govefnmeﬁt and non-
Gévérnmgnt work in Separate divisi¢n% S0 és to guard agéinst their
.ébnheréial*lineslbeing jeopafaized-b&léoveihment claims under R & D
cént;acté;l. | | ..' N ' |

:_ | - Fbrnthese'reasoné, we'beliévé #hat a:pateht ﬁoliéy.élong
~the lines of the proposed Act will.héve an appreciable'im§act'on
-thé.ability of thé small business coﬁmﬁniﬁy fo'compete fb# GoVern—
Hm?ﬁt,support._nAt a minimum.it will éna:thé'unfortunate dilemma
igfiqhopsiﬁg:bétween.onefs.cbrporéte “birthright".and.a "mess of

1Goﬁérnment'porridge;"




