
To establish a uniform Federal System to promote the

Be it enacted by the Senate and House of Representatives

.,-~.-

A BILL

nonprofit organizations, and small bus i-

The Congress hereby finds that--

A substantial portion of Federally sponsored research

Inventions in scientific and technological fields

It is in the public interest to establish a uniform

The development of such inventions to the point

Section 2.

(4)

(2)

(1)

(3)

I
I
!
I
,i
I
I

I
i
1•i
~tllization of the results of federally sponsored scientific and
I
technological research and development performed at small business
~ ,

I
firms, universi.ties, and nonprofit organizations and for other
I

lelated purposes.
i
I
if the united States of America in Congress assembled, That this
!
Act may be cited as the "University and Small Business ResearchI .' .

htilization Act of 1978."

I
f
I
1
~
~nd development is performed at the nation's universities, non-
I .

l
wrofit organizations, and small business firms;
I
I
i
t
resulting from such work constitute a valuable national resource;
I
I
1f practical application normally requires substantial investment
l
!j

trom the private sector; and
!
~
I
federal policy concerning rights in federally supported inventions
i
1ade at universities,

*ess firms that will promote the commercial use of such inventions,

feCOgniZe the equities .of such organizations, promote collaboration
•
~etween the commercial and nonprofit sectors, ensure that small

~usiness firms can successfully compete for Federal research and
I
q.evelopment contracts, enable small business firms to make useI' . . . .. .. .

4f their ini[entionsto grow and to compete with larger f.irms, andI . " -'-' . '.,-.
meet the needs of· the Federal Government.I .'..' .
!

!
I
I

I
I
i
!
I
I
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Except as provided in section 3(b),(a)Section 3.

.'-'--l-~~-c.~._-m_m"~_m•• "

j'

.,> I
~~,~ I

1

I
I
1
~ach contract with a university or nonprofit organization shall
1
I . .
include a provision allowing the university or nonprofit organiza­
II . .
~ion, within a reasonable time, to elect to retain title to any sub-

".".:;..

Such provision'shall, however, prescribe pro-

in exceptional circumstances when

when the agency deems this necessary

The right of the Federal Government,

The right of the Federa'l Government,

The rights of universities or nonprofit

(2)

(2)

(3)

(1)

(c)

~ect invention.
I
pedures for the reporting of sUbject inventions and the filing
t
bf patent applications and shall include such terms and conditionsI .
rs are·detemined to be necessary to protect the public interest,

~ncluding terms to effectuate those items set forth in section 3(c).

I (b) In lieu of a provision as described in
I
~ection 3(a), other provisions may be used by the Federal agency--

I ~) when the contract is for the opera-
I
~ion of a Government-owned research or production facility, or
i

I
t

~ecause of the classified nature of the work being perfomed, orI , . .
1
t ,

Ithe agency deems this to be in the public interest.
I
i
!
lorganizations under section 3(a) shall be made sUbjecti to the foI-l , .

Ilowing:

I
luppn request, to receive title to any invention not reported to
IIth~ Federal agency wi thin such times as are prescribedi in the con-

ltrp.ct provision.
I,
1
f
I
(upOn request, to receive title to any inventions in the unitedj '. ..

!States or other dountries in which the contractor has not filed
i :Ipa,tent applications on a subject invention within such times as

la~e prescribed in the contract provision.
j .

tI ." -- (3)' The right of the li'ederp.l Government,
I
lupon request, to receive title to any invention in which the con-
I
lt~actor does nob elect to retain rights.

I
i
i

I
I
t
1:
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other fields of use.

,

A prohibition upon the assignment of

The right of the Federal agency to

A prohibition against the granting

(5)

(6)

(7)

\.-,,'...,_,_u _j;

I
I ~) With respect to any invention in

thich the contractor elects rights, the Federal agency shall have
I " .
}

1 nonexclusive, nontransferable, irrevocable, paid-up license
I . .

10 practice or have practiced fbi:" the Federal agency any subjectI .• .
~nvention throughout the world by or on behalf of the Federal
I
fovernment (including any Federal agency), and may, if provided

~n the contract, have additional rights to sublicense any foreign
I
t
government pursuant to foreign policy considerations or any exist-
t .. •
1

~ng or future treaty or agreement.
I
I
I
~equire periodic reporting on the utilization or efforts at obtain-
i
ang utilization that are being made by the contractor or his
I
~icensees or assignees; provided that any such information may
I .

be treated by the Federal agency as commercial and financial in­
1-'
jformation obtained from a person and privileged or confidential.

!
I
!rights to the invention in the united States without the approval
I
lof the Federal agency, except where such assignment is made to
I

Ian organization which has as one of its primary functions the

kanagement of inventions and which is not, itself, engaged in the

lmanufacture or sale of products or processes that might utilize
j
I
Ithe invention or be in competition with emboidments of the invention
t .
land provided that such assignment is made subject to the terms
{

lof the contract provision governing rights in inventions.
t
I
10f exclusive licenses to United States rights in an invention for

laperiod in excess of the earlier of five years from first com­

Imercial sale or use of the invention or eight years from the date
i
10f the exclusive license excepting that time before regulatory
I
lagencies necessary to obtain premar~et clearance unless, on a

lcase-by-ca;~ basis: the Federal agency approves a longer exclusive
I . .
j

llicense. Commercial sale or use in one field of use shall not be
I .

iIdeemed to end the exclusive period as to

! .

I
I
I
I

"i;.,-

1'--
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The right,of the Federal agency

A requirement that the balance of any

If the corrtr ac t.or receives $250,000

(9)

(8)

(10 )

___ 0 '_'__ 0'

light of changes in the consumer price index or other indices which

1
lroyalties or income earned to the contractor with respect to sub-
I
lject inventions, after payment of expenses, (including any payments

Ito inventors) incidental to, the administration of subject inven-
I ' .
ltions, be utilized for the support of education or scientific re-

I"search.

I
I
I(or such larger amount as the Director of the Office of Federal

!Procurement Policy specifies) in net income from the licensing of

lany subject invention, the Government shall be entitled to a share,Ito be negotiated, of up ,to 50% of all net income, from licensing re-
f
lceived by the contractor above $2,50,000 (or the amount specified byI "
lthe Director of the Office of Federal Procurement Policy); provided,

Ihowever, that in no event shall the Government be entitled to an
tIamount greater than that portion of the Government funding under the
I
jcontract under which the SUbject invention was made which was expended

Ion activities related to the making of the invention. The Director
1
IOf the Office of Federal Procurement Policy is authorized and directed

Of

I to revise the figure of $250,000 abOVe at least every 3 years inI '0

i
1

.... r-''''...."

~~_' 0,-__"_0..

I
I
I
!
I
to require the cOntractor to grant a nonexclusive, partially ex-

I
~lusive, or exclusive license to a responsible applicant or applicants
I
I
lLn any field of use to an invention, upon terms reasonable under the
, ' 0

~ircumstances or, if the contractor refuses, to grant such license
i
I ' .
~tself if the agency determines such action is necessary because

!the contractor has not taken, or is not expected to t.ake within: a
1
keasonable time, effective steps to achieve practical application
!
;of the s ub j e c t; invention in' such field of use.

I

he considers reasOnable to use.

(d) The contract provision required under

section 3(a) shall also provide that whenever the contractor sub­

contracts for experimental, developmental, or research work a pro­

vision shall be included in the subcontract and any such lower

tier subcontracts which will prevent the vesting of title to sub..,

£-
-,---~~~,--"~~~~~~~~~~~~~'1~~~E;~~~~;'S";::-;:Lc,,~,:":'
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subject inventions in parties other than the Federal

lGovernment, or the university or nonprofit organization contractor,

a subcontractor that is a university or nonprof;lt organization

when specifically approved by the Federal agency after. .

subcontractor subject invention is identified. Federal agencies

, however, approve the use of different subcontract provisions

a case-by-case basis.

Section 4. (a) Except as provided ;In section 4(b), each

contract with a small business firm shall include a provision allow-

ing the contractor, within a reasonable time, to elect to retain

title to any subject invention. Such provision shall, however,

prescribe procedures for the reporting of subject inventions and

the filing of patent applications and shall include such terms and

conditions as are detemined to be necessary to protect the public

interest, including terms to effectuate those items set forth in

section 4 (c).

(b) In lieu of a provision as described

in section 4(a), other provisions may be used by the Federal agency

.under the same circumstances as set forth in section 3(b) of this

Act.

(c) 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){1)::J5Jma,nd(BLandjlO) of this Act.

In addition, if the cOntractor receives net income in excess of

$2,000,000 ·(or such larger amounts as the Director of the Office

of Federal Procurement policy specifies) on sales of products em­

boding a subject invention, the Government shall be entitled to a

share, to be negotiated, of all additional income accruing from

such sales up to the amount of the portion of the Government fund-

ing under the contract under Which the subject invention was made.,.

which was expended on activities related to the making of the inven­

tion less any amounts received by the Government pursuant to the

first sentence of this section 4(c). The Director of the Office

of Federal Procurement Policy is authorized and directed to revise

the figure of $2,000,000 above at least every 3 years in light of



~ ~/
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I. j
{,
I ..
~hanges to the consumer price index or other indices which he con-
I,
fiders reasonable to use.

I
I (d) The contract provision required under
I

~ection 4(a) shall alsoprdvidethiit whenever a small business firm

~Ubcontracts for experimental, developmental, or research work a

brovision shall be included in the subcontract and any such lower

(iii) the contractor or a

If a contractor or subcontractor does not

Any report of a subject invention under thisSection 6.

Section 5.

{
j

tier subcontracts which will prevent the vesting of title to sub-
i
90ntractor subject inventions in parties other than the Federal
I .
Government, the small business firm contractor, or a small businessI . . .. .
f
firm subcontractor except when specifically approved by the Federal
j
~gency after a subcontractor invention is identified. Federal
!
I
agencies may, however, approve the use of different subcontract

batent provisions on a case-by-case basis.

I
t
~ .
I
fleet to retain title to a subject invention in cases subject to

this Act, Federal agencies may consider requests for retention of
1
fights by any inventor in accordance with the terms of the contract

I I .?r agency regu atlons.
~
j

I
Act may be treated by the Federal agency as a record exempt from
1
! .
risclosure pursuant to 5 usc 552(b) (4) unless (i) a United States
J:

patent application describing the invention has been filed (pro- .
I
tided that copies of the actual patent application may be treated

fY the Federal agency as records exempt from disclosure pursuant

~o 5 usc 552(b)(4)),(ii)a description of the invention has been
i
published elsewhere by the inventor,
t
!
subcontractor has not elected to retain title and/or a contractor,
I
~ubcontractor, o~ inventor has not requested the retention of title
[
~
i
I
I

I
I
i
i

I
I

jI I -
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The term "Federal agency" means an

The term "invention" means any invention

The term "subject invent;i.on" means any

The term "practical application" means

(a)

(e)

(f)

Nothing in this Act shall be deemed to pre-

_.-

':,.'-' <

~,

~ection 7.

---, ,

~ ",' ~........ J
I
I "
or other commercial rights, or (iv) the contractor or subcontractor
I
lias not elected to retain title and/or the Federal agency has
j
I. .
denied the request of the contractor, a subcontractor, or an ~n-
j

Jentor to retain title or c.t;hercommercial rights.I .'
!
~

¢lude a Federal agency from obtaining rights in any background in-
-1
~entionof a comtractor.
II .Section 8. As used in this Act--

I,
!

rexecutive agency" as defined in 5 USC 105 and the military depart-

fents as defined by 5 USC 102.

I (b) The term "contract" means any contract,
I
grant, or cooperative agreement entered .into between any Federal

I
~gency and any person for the performance of experimental, develop-I .
mental, or research work funded in whole or in part by the Federal

~overnment. Such term includes any.assignment, substitution or par-­

kies, or subcont.ract of any type entered into for the. performanceI' . .

rf experimental, developmental, or research work under a contract.

I (c) . The term "contractor" means any person

!<as defined in section 1 of title I, United States Code) that is
~
!
la party to the contract.

I (d)I .
I
lor discovery and includes any art, method, process, machine, manu­
i
Ifacture, design, or composition of matter, or any new and useful
I
[Lmprovement; thereof, or any variety of plant, whi.ch is Or may be
II . '
jpatentable or otherwise protectable under the laws of the United

I,States.

I

I
[invention of the contractor conceived or f;i.rst actually reduced
I .

Ito practice in the course of or under a contract.
1

I
Ito manufacture in the case of a composition or product, to practice
1s

lin the case of a process, or to operate in the case of a machine

I
I

I
~

. -j
,; , .~. ,'.'.'

, 1~~ ~l:~~L5;\,:~;~~;,~;:':lr~,';:'
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Section 10. The Office of Science. and Technology Policy

section 11. This Act shall take precedence over any other

;f··'

Section lO(a) of the Act of June

-8-

The term "made" when used in relation

The term "person" means any individual,

The term "nonprofit organization" means

(1),

(g)

Nothing in this Act shall be deemed to con-

(h)

(j)

'i, "

Section 9.

t

I
t
t.r system, ana, in each case, under such conditions. as to es-

i
tablish that the invention is being worked and that its benefitsI ..
btre available to the public either on reasonable teTms or through
I

leasonable licensing arran.gements.I .
I
I
partnership, corporation, association, institution, or other en-

! .
tl.ty.
!

I
!
bo any invention means the conception or first actual reduction to
j

practice of such invention.
I
I (L) The term "small business firm" means a
I
small business concern as defined at section 2 of Public Law 85-536
I
1(15 usc 632) and implementing regulations of the AdministratolJ of

i '.."Fhe Small Business Administration.
;
I
!
btn organization of the type described in section 501(a) of the
I
~nternal Revenue Code (26 USC 501 (a» as exempt from taxation.

I
i
Vey to any person immunity from civil or criminal liability, or to

treate any defenses to actions, under any antitrust law.

I
~nd the Office of Federal Procurement Policy are author~zed to
I
nointly issue regulations which may be made applicable to all
I
Federal agencies establishing standard contract· provisions re-

~uired under this Act.

I
I
1;

tct which would require a disposition of rights in sUb~ect inventions
I
in a manner that is inconsistent with this Act, including but not
!
~ecessarilY limited to the following:
i

I
i ...~ '.... -

29, 1935, as added by title 1 of the Act of August 14,1946
I
k7 USC 427i(a); 60 Stat. 1085);
I
i
I
I
I

I

I
i

-~>.'.., ;,;;,
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Section 205(a) of the Act of August

Section 12 of the National Science

section 501 (c) of the Federal Coal

Section 152 of the Atomic Energy Act

( 3)

( 5)

(2 ).

(6)

i
f114, 1946 (7 USC 1624 (a); 60 Stat. 1090);

I
I .',. . ~':,
IMine Health and .safety 'Act of 1969 (30 USC 951 (c); 83 Stat. 742);I . .
I (4) Section 106(c) of the National Traffic
I

land Motor Vehicle Safety Act Of 1966 (15 USC 1395 (c); 80 Stat. 721);
f,
I
1 , ,', " " ' . , , ' _ .
!Foundation Act of 1950 (42 USC 1871(a); 82 Stat. 360);

I
l
t

(8 ) Section 6 of the Coal Research Develop-

,J-

Section 4 of the Helium Act Amend-

Section 32 of the Arms Control and

Subsection (a) (2) of section 216 of
. - .. .

Section' 9 of the Federal Nonnuclear

Section 3 of the Act of June 22, 1976

Section 5(d) or the Consumer Product

(9 )

(17 )

(13)

(14)

(12)

( 10)

lments of 1960 (50 USC 167b; 74 Stat. 920);
1.
j

1

I
IDisarmament Act of 1961 (22 USC 2572; 75 Stat. 634);

I (11) Supsection (e) of section 302 of the
I
!
~ppalachianRegional Development Act of 1965 (40 USC App. 302(e);
1
179 Stat. 5);
j
j
s.

1
I
ltitle'38, United.States Code;

I
I . .
lEnergy Research and Development Act of 1974 (42 USC 5901; 88 Stat. 1878
I
I
1
,(42 USC 1959d, note; 90 Stat. 694);
I
I (15) Subsection (d) of section 6 of The

~aline Water Conversion Act of 1971 (42 USC 1959(d); 85 Stat. 161);
~I (16) Section 303 of the Water Resources
!

!Research Act of 1964 (42 USC 1961c-3; 78' Stat. 332);
t
I
I
Isafety Act (15 USC 2054(d); 88 Stat. 1211);I·· . . .
I
l
I

I
!

1

~
••.•••••••• mn" ••,~c: '~-;'\' , fl. IJ"~

! y<: .'...' .·+1. 'i!
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(18) Section 3 of the Act of April 5,

4 (30 USC 323; 58 Stat. 191); and

(19) Section 8001 of the Solid Waste

Act (42 USC 6981; 90. Stat. 2829).

(b) This Act shall also be .construed to take

over any future Act unless that Act specifically cites

Act and provides that it shall take precedence over this Act.

Section 12. This Act shall take effect 180 days after

date of enactment of this Act, except that the regulations re­

to in section 10, or other implementing regulations, may

issued prior to that time •

.•'! ,_ ........
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I
i

I
Ii SECTIONAL ANALYSIS
f
! OF THE
!
pNIVERSITY AND SMALL BUSINESS RESEARCH UTILIZATION ACT OF 1978

I
I
~ctibn 1

I The official title of the Act is given in section 1 as
I
·~he "University and Small Business Research Utilization Act of

f
~978." The Act deals with Government patent policy with respect

~o (1) universities and nonprofit organizations and (2) small
I
1

~usiness firms performing research with. Government support, but

boes not establish policy with respect to contracts with larger,
I .
Fommercial concerns. Thus the Act focuses on two distinct classes

~f performers of Government R&D. It is believed that the princi­
1:

I . .
pIes that should be applied to these performers are clear and non-I ,. , .
lcontroversial. Arguments raised against leaving rights in Lnven-:

I . .. .. .. .
~ions to larger Government contractors, to the extent they are valid,I . .

~learlY ha~e no relevance when applied either to small business
1

~irms or to universities and nonprofit organizations that are not

!engaged in commerce. Indeed, if such arguments were accepted and
i
I
!applied .with respect to these two groups, it is clear that a re-
I
~ult opposite to that desired would occur.
I . .

~ection 2 .
lI Section 2 sets forth the relevant findings that. support

Ithe operative sections of the Act. The significant role of small

lbusiness firms, universities, and nonprofit organizations in the
j

i
lperformance of Government. sponsored research is recognized. The
1
Ineed for additional private investment in inventions made by such

!organizations is also recognized as necessary for commercialization

1of such inventions. The fourth finding recognizes that Government
.1 .'., .........
j

Ipatent policy can play an important role in promoting the commercial

I
i
i
!
I,
i
I

.j
I
I



It is designed to provide the

Or agencies might wish to use de-

At the same time sufficient safeguards are

Finally, it is recognized that Government patent

Section 3(b) (1) rec-

-2-

Section 3 provides the basic framework for the allocation

Section 3(b) sets forth three situations in which Federal

1
(

'(

luse of such inventions, and that patent policy should also be de-
I
!signed to meet the equities of the parties and to promote other

!gOals. Among the liitteril.fe li13'ted the promotion of university­
t
linc1ustry collaboration, small business participation in Government
I
~ & D programs, and the growth and competitive position of small
1
~usiness firms.

i
~olicy must also meet the needs of the Government.
l
I
fsection 3
I
I
J

bf rights to inventions made by universities and nonprofit organiza­
I

I . . h Gf~ons w~t overnment support.

~inimal but critical rights needed to bring about commercialization
I

If' . .p these lnventlons.

~equired to allow the Government the means to promote effective
;
!::ommercialization when a univers±ty or nonprofit organization either

bails to elect rights in an invention or fails to achieve commercial-
t .
{
ll:zation of an invention to which it elects rights. Section 3(a)
I
I
I

'provides that as a normal rule university and nonprofit organiza-
I ' .

{
tion grants and contracts are to contain a provision allowing the

~rganization to elect to retain title to inventions subject to,
~arious terms and conditions as set forth in section 3 (c) and 3 (d)
I .
t
tt also contemplates that the standard clause would include other
!
1dministrative conditions dealing with such things as reporting
I .
I
time periods and patent application filing time periods.

I
1gencies may use different patent provisions.
I .
f
0gnizesthat in so-called "GOCO"situations, the contractor may have

I
little equity, and the situation may be more suitable for directI ' .
f
Government licensing efforts.I . . .
I .
ferred determinati-= clauses in such situations and decide the,
t
mest way to promote identified inventions on a case-by-case basis.

i
i

I

I

.i;, .
~\~~:'I.

I

1:',1""., 1.,.:.•, J:',: f
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This could mean either non-use or commercialization

Limits are placed on the period of exclusive license

Universities and nonprofit organizations would also be

SectiOn 3(c) is designed to ensure that the needs of the

-3-
!
Section 3(b) (2) recognizes that classified work relating to the
1

I .
pational security may require different patent provisions. Sec-
i
ltion 3(b) (3) recognizes that in isolated cases there may be reason
I
kor the Government to t~ke title or defer determinations of rights.
!1 .

~ossibly this might be the case in some projects where the Govern-
!
ment plans to carry the research through full development and market-
I
ling
j .

Federal Government and the public are fully protected. It requires
I
brovisions in the standard contract provisions to allow the Govern~
1
~ent to obtain title to inventions in which the university does

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

I
Fhe times prescribed in the standard clause. It also allows the
!
povernment to take title in instances when the university fails
t
~o have a foreign or U. S. patent application filed, as the case
)'
!nay be. And though every detail is not spelled out, it is, of

bourse, expected that the standard clause would have other pro-
I
risions allowing the Government to take title in cases where patent

lpPlications are filed but not prosecuted or where patents are not
I
!naintained.
1,
I In cases where the contractor elects rights,the Government
t
~ould obtain a royalty-free license for Governmental use. To en-
I
sur-e that the rights obtained by the university are not simply sold
! .
~

~o the highest bidder, a s's Lqnmen t s are barred expect to patent
i.,.
manaqement, organizations unless the Federal agency approves of the

I
assignment.

i
Ff U. s. rights.

I
I
I
tequired to provide periodic reports on their licensing activities.
f
I
tnd the Government is given the right to require licensing in fields

bf use where the COfitractor or its licensees are failing to take
I

. teasonable:s'teps to bring the invention to the point of practical

I
application.
I
hn a scale insufficient to satisfy market demand or on terms that
1,
~
are unreasonable.

I,

,

"~,,-,,.- 1---·-------···-··
j

I

[ :"

: 'i:.;;;::,,,.;,, ,I;
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'i. .'-"
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Royalty sharing is re-

Case-by-case agency approval

In no event is the Government to

-4-

For example, it is likely that the con-

with appropriate modification a similar clause could

Section 3(c) also provides that in cases where a

Section3(d) requires the use of a subcontract provision

The Office of Federal Procurement Policy is given authority

!
t
~

I
luniveristy makes sizable royalty income a portion of the net in-
i .
lcome will be returned to the Government.
~
~

lquired where the returns are substantial (above $250,.000) .::so.,.as

Ito prevent the destruction of the incentive for universities to

I
lengage in licensing activity.

~eceive more than it actually contributed to the making of the
I
[LnverrtLon under the applicable contract or grant. In most cases
}
I
lthis will be less than the total amount of the contract under which
I
!the invention was made.
x

i
Itract wil.! have involved activitieS subsequent to the making of

Ian invention. It may also have funded activities of various in-
I
!vestigators who. were not inventors and who were working on aspects

Of

lof the project unrelated to the invention. It is expected that

Ithe agency and the university will negotiate the ag~eed~tQ
I

lamount as well as a formula for royalty sharing above the $250,000
. ~
·1 •
lf~gure .
~

I
. Ito revise the threshold figure in light of general price changes.

!
I Finally, section 3(c) requires that any net income from
I
iinventions be used to promote education or scientific research.

I
I
Ithat is designed to prevent any subcontractors that are not them­
~

Iselves universities or nonprofit organizations from automatically
I

!getting title to their inventions.,
I
leither at the time of subcontracting or after an invention is iden-

I
ltified would be required for title to be left in commercial sub­
i
~

Icontractors.
!I The following is envisioned as the type of standard con-
I
Itract provision that would meet the requirements of sections 3(a),
f.'
I(c), and (d) .
i .
Ibe used to -implement section 4:
I
I
!
I
t

I
i
i
~s
~

I
~,

•
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"In.ven.tion,i>means any invention or discovery

"Subject invention"means any invention of

"Award" means any contract, grant, or cooperative

"To bring to the point of practical applic<;ition"

"Awardee" means the recipient of an award.

"Agency" means the "executive agency" as defined

(1 )

(2)

(3)

Definitions

(4)

(5)

(6)

(a)

l-----~---------·-----

I,
}

I

I
I
I
I,
rnd includes any art, method, process, machine, manufacture, de­
~

~ign or composition of matter, or any new and useful improvement
I _
~hereof, or any variety of plant, which is or may be patentable
~

lor otherwise protectable under the laws of the United States.
{ .
l
~

~

I
~heawardee conceived or first actually reduced to practice in
I
~he course of or under an award.
~..'
~

I
I .Fgreement entered ~nto between the agency and any person for the
I
J
[performance of experimental, developmental, or research work sub­
!
I .
lstantially funded by the agency, and includes any assignment, sub-
I -
istitution of parties, or subcontract of my type entered into for
1__ - .

!the performance of experimental, developmental, or research work
~
t
iunder an award.

I
I
I
!at 5 U.S.C. 105 or the "military department" as defined at 5 U.S.C.
i
1102 that has made the award.

!
1,
means to manufacture in the case of a composition or product, to

"Made" when used in relation to any invention(7)

!practice in the case of a process, or to operate in the case of a
I
Imachine or system and, in any case, under such conditions as to

!establish that the invention is being worked and that its benefits,
lare available to the public either on reasonable terms or through

I bl . .,reasona e l~cens~ng arrangements.

I
I
lor discovery means the conception or first actual reduction to prac-

Itice of such invention in the course of or under an award.
~



of any decision not to elect rights and (ii)' shall promptly

~~ '.

./
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does not elect unde r paragraph (b) (1) to

fails to have a United States Patent applica-

at any time, no longer desires to retain

The awardee shall have the right to elect

At any time within 30 days from the date an

(il)

(B)

(iii)

Such a request Shall be subject to procedures set

(1) (A)

Allocation ot Principal Rights(b)

I
I
I
i
~o retain the entire right, title, and interest throughout the world
I , .

I '>'\ ,',)
pr in any countries thereof in and to each subject invention of the
1
~wardee submitted in an invention disclosure pursuant to (e) below,
!
f
rUbject to the provisions of this clause. The awardee shall in-

rlude with each invention disclosure an election as to whether or
I
rot it is exercising this right, provided that when the awardee de-

!sires additional time to determine the commercial potential of the
~

knvention,the awardee may request an extension of the election
I,
!period. In'such cases, the election must be made within such time

I '
rs directed by the Agency. In the event a request for additional

~ime is made ~nd granted, the awardees shall (i) promptly advise

I[the
!
I
rotify the Agency of any on sale, public use, or publication of
j:

Ithe invention/of which it becomes aware after the time of its initial

,inventiDn disclosure.

iI '
lawardee elects not to retain rights in a subject invention, any

L 'f t'h· . . ubmi h!1nventor 0 ,at 1nvent1on may s m1t a request to t e agency
I
~hat he or she be allowed to retain title and principal rights inI '
Ithe invention.
~ I

Iforth in appl.i.cable agency or other Government regulations.

I ' (2) The awardee agrees to convey to the Government,

lupon request~ the entire domestic right, title, and interest in

lany subject invention when the awardee:
fI' (i)

,retain'such rights, or

I
i,
Ition fil,ed on the invention in accordance with paragraph (e), or

,I
!decides not to continue prosecution of such application; or

!
l

I
ltitle.

I
I
I
I,
I
~
I
1_
~

J
!



(3) The awardee agrees to convey to the Government,

request, the entire right, title, and interest in any subject

in any foreign cQuntrywhen the awardee:

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

such rights in the country; or

(ii) fails to have a patent application filed

in the country on the invention in accordance with paragraph (f),

that if an application has been filed in a foreign country

the time specified in paragraph (f) but prior to such request

the Government, the awardee shall retain the entire right, title,

interest in the Subject Invention in the country involved; or

decides not to continue prosecution of such application or t.o pay

maintenance fees covering the invention. The awardee shall pro­

the agency with the earliest possible notice of any decision

or contemplated decision to abandon a patent application or dis­

continue the payment of maintenance fees.

(4) A conveyance, requested pursuant to paragraph

(b) (2) 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 to vest in the Government the entire right, title,

and interest to enable the Government to apply for and prosecute

patent applications covering the invention in this or the foreign

country, respectively, or otherwise establish its ownership of such

invention.

(c) Minimum Rights Acquired by the Governme~t

(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 license to

make, use, and sell each subject invention throughout the world

by or on behalf or the Government of the United States (including

any Government agency) .



Any requests made pursuant to this

Hereby agrees to grant, upon the request(B)

The awardee shall furnish the agency a complete

Invention Identification, Disclosure and Reports

(1)

(d)

---~,._.- -1

!
J
I

I
i
bf the agency, a nonexclusive, partially exclusive, or exclusive
I '
llicense to a responsible applicant or applicants in any field of
f
I .. . .•..•..•.
luseto an invention, upon terms·reasonalbe under the circumstances;

land further grants to the agency the right to issue such licenses
i
~tself if the awardee refuses to grant such licenses if the agency
i
~etermines such action is necessary because the awardee has not
~

ltaken, or is not expected· to take within a reasonable time, effective
I .
Isteps to bring to the point of practical application the subject

linvention in such field of use.
I
waragraph shall be by the head of uhe agency or a duly authorized
I .
jagent, and the awardee shgll be given written notice of any pro-

!posed request not less than thirty days prior to the issuance of
I
la formal request and, if the awardee so requests, a hearing shall
1:

lbe held before the request is issued and otherwise made effective.
II (2) Nothing contained in this section shall be deemed

Ito grant to the Government any rights with respec.t to any invention
1
!other than a subject invention.
i
~

i
I,
i
Itechnical disclosure for each subject invention promptly after the
i
lawardee has completed such technical evaluations and market studies
i
Ithat it finds necessary to determine whether an election to retain
1
!rights should be made; provided that in no event shall such dis-
I
lclosurebe made later t.han two years after the s ub j eo t; invention
{

lis first known to awardee officials responsible for administeringI . . .
I invention matters; and provided, further, the disclosure shall. be
I
Imade immediately in any case where publication or use has initiated
1Ithe one-year statutory bar period for patenting. The disclosure

!shall identify the award and inventor(s) and shall be sufficiently
I

Icomplete in techrri'Caldetail and appropriately illustrated by sketch
:t

lor diagram to convey to one skilled in the art to which the invention
I· .
I
lpertains a clear understanding of the nature, purpose, operation,
I
land, to the extent known, the physical, chemical, biological, or

!
I
,I,

I-t
" ..(':' ,-' I

.__ ._-~~-­...., ......: ~..._.



t

!
I

~lectrical characteristics of the invention. The disclosure,
t
IShall include a statement as to whether or not the awardee is aware

,of any on sale, pubLi,c use, or pUblication of the invention, and,,
!lit so, details shall bepr6videa.
,
! (2) It is agreed and understood that. each technical
I
!

f:i.isclosure furnished under paragraph (d) (1) is submitted in con-
I .

~idence and is not to be disclosed outside the Government until
):

1
after either a United States or foreign patent application has
I
I . . ....
been filed by or on behalf of the awardee or until a description
t
Ipi the invention has been pUblished elsewhere by the inventor or
I ..
rwardee, provided that the agency may duplicate and disclose any
i
~isclosure to which the awardee does not elect to retain rights
i
beginning any time after 30 days from such non~election. However,
I···· .

li an inventor, in such a case, h~s made a timely request for rights,
I

then the agency shall continue to hold the disclosure in confidence
I .

pntil such time as the agency determines that Ble inventor will,
!
not be allowed to retain rights.
i
I (3) The awardee shall obtain patent agreements to
I
effectuate the provisions of this clause from all persons in its
I
~mploy who perform any part of the work under the award except
f

hontechnical personnel,such as clerical employees and manualI . .
~
laborers.

(e) Filing of Domestic Patent Application~

II (1) With respect to each subject invention in which

the awardee elects to retain domestic rights pursuant to paragraph
!

i .
OCb) (1) of this clause, the awardee shall have a domestic patent
I
1
~pplication filed within six months after the election or such longer
i
weriod as may be approved in writing by the agency.
II (2) For each subject invention on which a U. S.

patent application is filed by or on behalf of the awardee, the

Irardee ahaLl :
~

I
I. i

I
l.....~--,---C.~--'-_~--,- _

I



"

within 'six months after the filing, or

include the following statement, appro-

upon request, fully advise the agency con-

not less, than thirty days before the ex-

_________________awarded by the (Agency)

(B)

(C)

(D)

(E)

I. (Al within six months after the filing, or

Lithin six months after submission of the invention disclosure
~
I
~f the patent application was filed prior to the contract, deliver
I
~o the agency a duly executed a~d approved confirmation instrument1-·
1
pn the form specified in paragraph (1).

i
I

I
rithin six months after submission of the invention disclosure if

~he patent application was filed prior to the award, notify the
l
agency of the filing date and serial number of the application and

I
~eliver to the agency (a) a copy of that portion of the application

ks filed, which cont.ai.n s the statement required by paragraph (e) (2) (C),

rnd (b) a copy of an assignment from the inventor or inventors to
1
!

\::he institution of all right, title, and interest in the invention

~rOperlY recorded in the United States Patent and Trademark Office;

I
I

, triatelY completed, in the second paragraph of the specification
I
.pf the-application and any patents issued on the subject invention,
l

I'The Government has rights in this invention pursuant to Contract(s)
'I
Kor Grant (s) ), No (s) .

I
I
piration of the'response period for any action required by the United
I
'ftates Patent and Trademark Office, notify the Agency of:any de-

rision not to continue tne agency of the application and deliver

fO the agency executed instruments granting the Government a power

<bf attorney;

I
i
berning all actions taken during the prosecution of any patent applica­
I
!
tion and furnish copies of any relevant documents as requested; and'

! (F) provide'the agency with a copy of the patent

fithin six mOnths after a patent issues on the application.
~

i
I
~

I
I
I
I
t

I
I



eight months from the date of a corres-

such longer period as may be approved by

Patent Rights

(i)

with respect to each subject invention in which

The awardee shall notify the agency of foreign

Except as provided in (2) below, the awardee

(iii)

(a)

(b)

(1 )

Filing of Foreign Patent Applications

Subcontracts(g)

(f)

1 --~--~-------,-.--------- .'.._-, ..
,j

I
i
!
I
I,
lthe awardee elects to retain principal rights in a foreign country
I
pursuant to paragraph (b) (1) of this clause, the awardee shall have

~ patent application filed on the invention in that country, in
t
J

~ccordance with applicable statutes and regulations, and within
I
pne of the following periods:

I
f
ponding United States application filed by or on behalf of theI ' ,
rwardee, or if such an application is not filed, six months from

rhe date an election is made pursuant to paragraph (b) (1) of this

blause;! 'I (ii) six months from the date a license is

~ranted by the Commissioner of Patents and Trademarks to file for­

rign applications when such filing has been prohibited by security

reasons; or

!
~he agency.

I
lpPlications filed and, upon request, shall furnish an English ver-
I '
sion of such application without additional compensation.
I
i

I
I
'j
!

!,hall include in any subcontract where a purpose of that subcontract

i
is the conduct of experimental, developmental, or research work the
I
following clause:

I
I
I (a) The Contractor hereby agrees to furnish a com-

Llete technical disclosure to the ~~~~~------ -----------
! (Awardee)
~ithin six months after any invention is conceived or first actually
! --I
I
I
I
i

~
"

:' ,~~:7>':'".
,-':_.' __.1,¥,< ,.. .,,"



or its de-
(Awa.rdeeJ

Prior to final settlement of this contract,

_______-'-_-'-_-'-_or its designee)_

In addition, the Contractor agrees to furnish

(ii)

(c)

I
I
lreduced to practice in the course of or under this contract (here­
I
hnafter referred to as "subject inventions(s)") and, sUbject to
I
l(b), below, to assign all right, title, and interest in and to such, . . .

1,';,:,,', . "J<,',.
}; ,'J;,.:," ','

linvention to awardee or its designee.
!I (b) At the time the COntractor reports any "subject

linvention" to

I u_~ (Awardee)
Ithe Contractor, at its option, may also report the invention to
I

Ithe agency with which the institu-

ltion holds the prime contract, and request that the agency make
I
~ determination whether and on what terms the contractor may re-

ltain principal rights in the invention in lieu of assigning it to

~
I . Such determinations by the
I (Awardee) -- -
!agency shall be in accordance with the policies and procedures of
I
lapPlicable agency or other Government regulations. Such dete.rmination

shall be final on both the Contractor and
(Awardee)

rrovided that the Contractor may elect not to accept the agency's

f\etermination and instead assign all right, title, and interest in

'h' .f e ~nvent~on to

I .
ls~gnee.

[

i
lthe following materials, disclosures and reports:

I (i) Upon request, such duly executed instru~
I
rents (prepared by the

rnd such other papers as are deemed necessary to vest in the

! or its designee the rights granted
I _ (Awardee) -

F-nder this clause and to enable the
(Awardee)

br its designee to apply for and prosecute any patent application,

I. t . h . .
~n any coun ry, cover~ng suc ~nvent~on.

!
upon request a final report listing all subject inventions or cert-
I .. .
1 .:~ -"'--
rfYing that no inventions were conceived or first actually reduced

,0 practice under the contract.

.,~'-



It is understood that the Institution will

The Contractor shall include in any subcontract

The Contrrac tio r shall not be obligated to enforce

(d)

( e)

I

!
I
~ clause identical to .this clause, if a purpose of the subcontract

~sexperimental, developmental, or research work. If a subcon­
~::<.,

~ractor refuses to accept this cluase or if, in the opinion of the
I .
fontractor, this clause is inconsistent with the policy set forth

rn 41 CFR 1-9. 107-3 and/or applicable agency regulations, the

tontractor (i) shall promptly notify the Institution and (ii) shall
I
hot proceed with the subcontract without the written authorization
I . .
pf the Institution.

~eek direction from the appropriate federal agency.

!
I
~he ,~greements of any suoconcz-ac cor- hereunder relating to the obliga-

~ions of the Subcontractor to the Government in regard to subject
[
I. . ..
'1.nvent1.ons.

(End of Subcontract Clause)

In the event of a refusal bya subcontractor(2)
I
~o accept the clause specified in (1), or if, in the opinion of

Ithe awardee, this clause is inconsistent with the policy set forth
i
!in agency regulations or 41 CFR 1-9 107-3, the awardee. (i) shall

rromptlY submit a written notice to the agency setting forth rea­

!sons for the Subcontractor's refusal and other pertinent informa­
~
~

Ition which may expedite disposition of the matter; and (ii) shall

Inot proceed with the subcontract without the written authorization

10f the agency.

I . (3) It is understood that the Government is a third
1 .

Iparty beneficiary of any subcontract clause granting rights to the
I
!Government in subject inventions ,and the awardee hereby assigns
i

Ito the Government all rights. that it would have to enforce the
I
!Subcontractor's obligations for the benefit of the Government with

Irespect .to sub jecc- inventions. The awardee shall not. be obligated

Ito enforce the agreement of any subcontractor hereunder relating

to the obligations of the Subcontractor to the GOvernment in regard

to subject invention. ..



I
I

(4) Nothing in this Agreement is intended to pre-

clude the awardee from granting a subcontractor rights or an option

The awardee shall administer those sUbject in~

Any exclusive license issued by the awardee under

(I)

(2 )

Administration of Inventions in which the Institution
Elects to Retain Rights

(h)

Ito rights in any inven~to~j mad~bY the subcontractor to the extent

,such rights are consistent with the provisions of this clause.

I

I
I
!ventions to which it elects to retain title in the public interest

land shall, except as Provided in subsection (2) below, make them

lavailable through licensing on a nonexclusive or exclusive, royalty~

I
!free or reasonable royalty basis.

I
'a U. S.':patent or patent application shall be for a limited period

of time and such period shall not, unless otherwise approved by

,the agency, exceed five years from the date of the first commercial

Isale or use in the United States of America of a product or process

!embodying the invention, or eight years from the date of the ex-
I ',
clusive license excepting that time before regulatory agencies nec-

essary to obtain premarket clearance, whichever occUrS first.

lever, commercial sale or use in one field of use of a,subject

'vention shall not be deemed to end the exclusive period as to

How-

in-

other fields of use. Such license shall also provide that the

licensee shall use all reasonable effort to effect 'introduction

into the commercial market as soon 'as practicable, consistent with
I' ,
lsound and reasonable business practices and judgment. Any extension
I
of the maximum period of exclusivity shall be subject to approval

of the'),agency. Upon' expiration of the period of exclusivity or
I '

lany extension thereof, licenses shall be offered to all qualified

applicants at a reasonable royalty rate.

I (3) The balance of the royalty income after pay~

Iment of expenses r-4ncluding payments to inventors, incidental to
I
'I the administration of all inventions assigned to it pursuant to

the provisions of this clause shall be utilized for the support

of education or scientific research.



(4) All licenses issueaby the awardee to other

han the Government of the United States under any patent applica-

ionor patent on a subject invention shall be made expressly sub-

Iject to the conditions Of this clause. The awardee Shall, upon

equest, promptly furnish copies of any license agreements to the

!agency, provided that such licenses shall be considered privileged

r confidential and the agency will not disclose such licenses to

ersons outside the Government.

~i 't~'+'~'
',::-';" '

_" ::0,.. ,::, ,

(i) Patent Management Organizations

Except with the specific approval of the agency,

the awardee shall not assign any subject invention to any person

'.or organization other than the Government of the United StateS

ior an organization which has as one of its primary functions the

management of inventions and patents and which is not, itself, en-

gaged in the manufacture or sale of products or processes that

might utilize the invention or be in competition with embodiments

lof the invention, provided that any assignment to a patent manage­

ment organization shall specifically be made subject to all the

terms and conditions of this clause.

(j) Reports on Development and Commercial Use

The awardee shall provide' a written annual report

to the agency on or before December 31st of each year covering the

awardee and the steps that have been taken by the awardee to bring

the invention to the point of practical application. Such reports

shall include information regarding status of deVelopment, ,the date

of first commercial sale or use, gross royalties received by the

awardee and such other' data and information ,as the awardee may

reasonably "specifT, To the extent data or information supplied

,to this section is considered by a licensee to be privileged or

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

disclose such information to persons outside the Government.

.... ~



(k)

i

i· ;':::.';"'-,,;,,-
i -16-

!

Return of qovernment Support
I

If the awa~dee receives $250,000 in net income from

the a<::rency~

·The Govern-

it shall advise

into negotiations to establish

under this award which were expended

making. of the invention.

funds provi~ed
i

related to the

of a subject invention,
!

• I

the parties ,shall enter
,

ithe licensing

~n such event

~he amount of

pn activities

bent shall be entitled to ireceive up to this amount out of any

ldditional net income abodt $250,000 which is received by the

Lwardee. The parties sha~l negotiate a reasonable share (not in
Ii.. .

t•xcess of 50%) which the iovernme.nt s.hall receive from net income
: "I" ' ,.'
above .$250,000 until the amount; agreed upon has been reached.

~qUitableadjUstments to dny agreements entered into pursuant to

Ithis paragraph (k), inClU4ing the return of income by the Govern­

bent as appropriate, shall be made in the event that future costs

ff the awardee in connect~onwith the invention such as litigation

~.
•. osts, ha.ve the effect of [subst.an t.Lel.Ly reducing its net income

.. efore payment to the Goveirnment.
. i

(1) Communications

Requests fdr Foundation approvals, extensions, or
.!

~imilar actions and othericorrespondence required by the Agreement

6hoUld be addressed to the (To Be Inserted by the Agency) .

(m) Confirmation Instrument

The follow~ng is the format for the confirmatory

iinstrument required by pa~agraph (e) (2) (A) of this clause.

I

CONFI~TORY INSTRUMENT

iqentified above is a "Subject Invention"

pplica.tion for: (Ti t.Le of Invention)
jInventor (s) ---+------~--;---,----;".,,_-_:_;,__;=-----

f
s. erial No. Contract (Grant) No .
• iling Date: Institution _

. . The invention

iunder Award No. _____+- .,-__-'with (Name of Agency)

This documenti~ confirmatory of the paid-up license

granted to the Governmentiunder this award in this invention,

,I' .-

.»



patent application and any resulting patent, and of all other

rights acquired by the Government by the referenced award.

It is understood and agreed that this document does
'.' ',.

not preclude the GOverllment froIn asserting rights under the pro-

visions of said Agreement or of any other agreement between the

Government and the Awardee, or any other rights of the Government

with respect to the above identified. invention.

The Government is hereby granted an irrevocable power

to inspect and make copies of the above-identified patent applica~

t.Lon ,

Signed this __day of , 19 .

~ InstituHon)

[Signature}

(Print or-type ilame)

(6f:HciiiCtitreJ

CERTIFICATE

I, ,certify that I

am the ~~~~__~~_of the Institution named as licensor herein;

that ~ ~__~_~ , who signed this License on behalf of

'the Institution is of
----'--_~_------'---------

said Institution; and that said License was duly signed for and in

behalf of said Institution by authority of its governing body, and

is within the scope of its corporate power.

(signature)

--(-END OF SAMPLE CLAUSE)



Section 4 provides the basic framework for the alloca­

of rights to small busineSs firms. It is substantially iden­

ical to section 3 except that the assignment, licensing, and use

f income limitations found at section 3(c) (6) ,(7), and (9) are

.ot made applicable to small business firms. It is considered

ecessary to give small business firms greater flexibility in the

se of their rights in order to maximize the growth and profitability

f such firms. Income sharing with the Government is also pro-

ided in the case of substantial sales of products embodying sub­

oect inventions as well as royalty sharing where a small business

~ontractor licenses a subject invention. The provisions and philo­

sophy are similar to that discussed in connection with section

3 (c) (10) •

'Section 5

Section 5 is intended to make clear that agencies may

consider requests by individual inventors for retention of rights

in Cases where the contractor or subcontractor does not elect or

seek rights. It is, of course, expected that the standard clause

will require that persons performing research functions under a

contract or grant will be required to assign rights to sUbject in­

ventions either to their employer or the sponsoring Federal agency

upon request.

Section 6

Section 6 is intended to allow agencies to withhold dis­

closure of invention reports up until the time that this is no

longer needed to prevent the commencement of a statutory bar to

patenting on account of the publication of the invention. Pro­

vision is also made for nondisclosure of copies of any patent

applications in the possession of the Federal agency in order
--

to prevent disruption of normal patent office procedures including

the possibility that a party to an interference proceeding could

obtain an unfair advantage through premature access under the

Freedom of Information Act.



r-

Section 7

S'ection 7 is intended to make clear that Federal agencies

ay negotiate for rights in background patents as part of the award

process. It is expected. that. the need for this will be relatively

rare.

Section 8

Section 8is a definitional section.

The definitions o'f "invention", "subject invention",

'and "made" are substantially similar to the definitions now given

these terms llin standard Government patent clauses. They represent

terms of art that have been in use for many years.

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

and "person" cover all forms of contracts, grants, and cooperative

agreements now in use to support Federal research. Of special

note is the fact that subcontractors are covered by the definition

of "contractor". Thus the terms of this Act are applicable to

small business subcontractors even if the prime contractor is a

large business concern that is subject to more restrictive patent

provisions.

The term "practical application" is based upon the defini-

tion of the same term found in the Presidential Memorand.um and

Statement of Government Patent Policy and current Government patent

clauses.

The terms "Federal agency", "small business firm", and

"nonprofit organization" are self-explanatory.

Section 9

Section 9 makes clear that' the fact that a person obtains

rights in an invention in accordance with this act does not give

him the right to use that invention in a manner that is violative

of the anti-trust laws •
..,,\ .......-
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Section 10 provides the Office of Federal Procurement

jl

Section 11 provides that the Act shall govern Federal

This Act will take precedence over these

,
l

Section 12 provides' that the Act. will take. effect 180

"

I
IIdays after its enactment. This is to enable the Lssuanca of the

InecessaryOFPP/OSTP joint regulations and other regulatolry changes

. Iwhich are authorized to be issued prior to the 181st day.
I.
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ThE:'! University and small businE:'!ss communities are jointly

ThE:'! proposE:'!d Act is designed to achiE:'!ve a number of goals

BACKGROUND PAPER
TO

SUPPORT AND EXPLAIN THE NEED FOR THE PROPOSED
"UNIVERSITY AND SMALL BUSINESS RESEARCH

UTILIZATION ACT OF 1976"

In thE:'! past almost all bills propoSE:'!d in this arE:'!a have

I .
t

!
Is
I

I
Inhroduction

!
i

serking Congressional support for legislation to improve current
!

Gorernment policies as they'affE:'!ct the allocation of rights to in-

ventions made by these organizations under GovE:'!rnment grants and
{
[

cohtracts.'

I The proposed Act represE:'!nts an attempt to seek a solution
I

t~ specific problems that face both of these groups, but does not
I

,trlY to arrive at an overall solution to thE:'! Government patent policy
. I '
a sjsue ,

I
b1en broad in scope and have dealt with the whole range of Govern-

I
m~nt R&D contractors and grantees. The result has been that,
t~e interests and needs of the university and small business com-

I ,,'
mu]nities (which collectively perform at least 36% of all ,Government­

i

sdonsored, extramural R&D) have beE:'!n lost in heated argument and
I

d1batE:'! OVE:'!r thE:'! treatmE:'!nt of large, industrial contractors. As will

bJ discussed in mo.re detail, it .Ls beconu.nq increasingly evident
I '
I ' , , '

tnat the interests of thesE:'! two groups WE:'!re not understood by the

IfDamE:'!rs of SE:'!ction 9 of thE:'! FedE:'!ral Nonnuclear EnE:'!rgy R&D Act
I

of 1974 which has becomE:'! the model for subsE:'!quent lE:'!gislation.I . . .

oJher recent administrative dE:'!veiliopments do not portE:'!ndwell for
!

tiE:'! future. HencE:'!, the proposE:'!d bill rE:'!presE:'!nts a 'viable and

r4sponsible approach to GovernmE:'!nt patE:'!nt policy that will satisfy

tJe nE:'!E:'!ds of thesE:'! two groups and at the same timE:'! promotE:'! and
!

pi,otE:'!ct thE:'! wider pUblic intE:'!rest.
I' , ,
I '

TJE:'! Goals of the iltiiversity and Small BusinE:'!ss Communities

I
I
I

of the small business and univE:'!rsity communities. Most, if not all,
I0+ thE:'!sE:'! goals coincide withwidE:'!r national goals such as incrE:'!asing
I '

c!mpetition, E:'!conomic growth, and job E:'!xpansion.
I
I

I



The university community seeks a Government patent policy

-2-

allow small business to use inventions made by them

A system that will recognize the equities of the uni-

make it attractive for small business to participate

A simple and\lhiforin·system that minimizes adminis-

( 1)

( 2)

·,,~ ---1:---'

I
I
j

I ..
that will have ithefollowing characteristics:I .

I (1)

trltive burdens on the university community (and coincidentally

thl Government.)

1 (2) A system that provides at least the minimum incentives

an: conditions necessary to achieve to the maximum extent practicable

th~ commercialization of universi~y inventions made under Govern­

meht awards.
iI (3) A system that will encourage industrial sponsorship

ofluniversity research..I (4)

versities, other university sponsors, and, in many cases, the States

Wh~Ch support the universities.

I The small business community also seeks a system that is

silnpler and less burdensome and which recognizes their equities.

H~.Le"er. emall buai.eee ia eepecially doncerned that Government

p~tent policy-

I
I

iIi Government sponsored research and allow small business to more

I
e,fectively compete with larger competitors for Government support,

arid

I
with Government support to· maximize firm growth and enhance their

competitive positions in non-government markets.I. The Act proposed will accomplish these goals while at

tlesame time promoting larger national goals of increased com­

p~tition, increased innovation and product development, and in­

cJeased economic growth and job expansion. At the same time the

A!t would. protect the Government's interests by providing it with

al royalty-~~ee l;~:nse.It also would allow the Government to

mtke exceptions in certain classes of. cases or on a case-by-case

b~sis. And the right of the Government to require licensing in
I. . .
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At the outset, it must be understood that the current

--~~--Tc- n n

I
casks when small business firms or universities fail to take

eff~ctive steps to develop inventions is a feature of the proposed

Actl·

The! Current Situation and Policies

I
Si1uation is generally counterproductive to these goals, and, if

an~thing, seems to be moving in an even more counterproductive

faslhion.

I As identified in section 11 of the proposed Act, there

ar

J
currently 19 different statutes governing different Government

ag~ncies or programs. Sometimes different programs within the

sa,e agency will be governed by different statutes, or some pro­

gr~sOf a given agency may be governed by statute and others not.
I

ThE\se statutes tend, with a few exceptions, to encourage retention

of ltitle to inventions in the Government, but normally allow agencies

fl~xibility to grant waivers.

In addition to these statutes, most agencies have shaped,
th~ir policies around the Presidential Memorandum and Statement of

GoJernment Patent Policy issued in 1963 by President Kennedy.

Ho~ever, this Statement is so structured to accomodate a myriad

oflpractices and leaves considerable operational flexibility in

thi individual agencies.

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

ma1y different patent policies and procedures as there are agencies.

Ag~ncy clauses tend to differ. Willingness and procedures for

neJotiating clauses and after the fact waivers vary considerably
!

fr1m agency to agency, and even sometimes within different elements

of Ithe same agency. Similarly, the terms upon which waivers are

grlnted tend to vary considerably. For universities and small

bUiiness firws th~t_deal with several agencies, it becomes an

enlrmousburden just to understand the differing requirements and

prqcedures imposed by these agencies.

? ,..-'
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I However, while the details and specific procedures tend
!

to ~iffer considerably, the broad outlines and net result are often

thJ same. Universities can expect their Government awards to include
I

te:Jmsallowing the Governrri€!rttto t'iiketitle, but allowing deferredt' .. .., ' .
de~erminations of rights after inventions are identified. The only

I. .

cU1rent exceptions to this are DHEW and MSF which have entered into

In~titutional Patent Agreements with some universities which give
!

th~m a first option to retain title. Up until a few years ago DOD

ga1e favorable treatment to universities on a list of institutions

wiyh approved patent policies. However, this was discontinued when,
I

th~ Armed Services Procurement Regulations were conformed to the

Fe4eralProcurement Regulations, and it is not clear what DOD's
j

pr,sent intentions are. Small business firms can also normally

ex~ect to receive a title-in-the-Government or deferred determination
t

cl1use from all agencies except DOD. Usually, they would have to

negotiate on a case-by-case basis for more favorable treatment.
II Moreover, the ability of agencies to grant more favorable

trJatment·as a result of negotiations, or under deferred determina­

tiJns, or through IPAs is increasingly being placed under legis-
I

laiively created burdens and procedures. For example, Section 9! . ..
of Ithe Federal Nonnuclear Energy R&D Act of 1974 places a pre~. J . . .. ... .

s~ption in favor of title in the Government, and though it does
I

allow DOE the flexibility to grant waivers it requires the consid-

erltion of a rather extensive list of factors prior to such grants.

Thls Act has been interpreted by DOE as preventing it from using
1

.anlInstitutional Patent Agreement approach with respect to uni-

versities,. thus making it more restrictive than the President's

. pol,iCY Statement. It also plays mere lip service to the needs of

smJII business ·firms and essentially requires their compliance w·ith
I.

th4 same expensive and time consuming procedures with which larger

I ',"".
an~ more financially able competitors are faced. Unfortunately,

se~tion 9 has since been incorporated by reference and made applicable

tolthree more Government R&D programs. It appears to be the waive

oflthe future.



These regUlations had been

They implemented recommendations

The primary example of this was the

--:\
I

i -s-
f
! Recent developments on the administrative front also
!

point to a movement. in Government patent policy more in the

dilect.ion of a title-in-the~Government approach regardless of the

Itype of performer involved.

!
recent decision of OMB/OFPP to suspend recently issued amendments

to/the Federal Procurement Regulations which for the first time

formally recognized and authorized the use of Institutional Patent

Agleements for university contracts.
t

wi~elY supported and commented upon in draft form by the university

co~unity and others in 1976.
!

in! a report on Government patent policy vis-a-vis universities that

wab approved unanimously by the FCST Committee on Government Patent

PO~iCY in 1975.

I Equally disturbing are recent developments within DHEW

Wh~Ch currently funds approximately one-half of all Federally­

subported,. university research. It is understood that waiver
I

peritions from institutions and contractors not holding IPAs are

alf now being held up within DHEW. It is also understood that a

paber is being discussed internally within DHEW which seriously
I

propOses the abolition of IPAs. Thus DHEW may be headed back to

itls regressiv~ policies of the early 1960's which were sounding

c1iticized by the General Accou~ting Office in 1968. The current

P9licy follows suggestions of the GAO.

'I' .• Further~ore, it is our understanding that President Carter

hJs indicated a predelection towards use of a title-in-the Government

a~proach. Why he. has done so we do not know, but it seems to stem

f~omhis association with Admiral Rickover who, contrary to almost

I
e"'ieryone else in DOD, has been a long time advocate ofa title-

i1-the-GOVernment approach for all Government contractors be they

lclrge or small, profit or nonprofit.
. I '. -, -,~ . ., .

I In view of all these trends, both legislative andc
!

administrative, the university and small business communities con­
I

s~der it imperative that legislation-.'extracting them from the
i



-6-

des,ping morass of Government patent policy be enacted lest their,
poii twns become completed eroded.

ThJ Proposed Act's Treatment of universities and Nonprofit Organizations

I The proposed Act is designed to overcome the current prob-

161s and to achieve the goals of the university community by norm­

al]y allowing universities and nonprofit organizations the right tot· .

elJctto retain title to inventions made by them with Government
f

su~port,sUbject to various requirements and safeguards substantially

si~i1ar to those now included in the Institutional Patent Agree­

me1ts awarded by DREW and NSF.

i (1) Commercialization of University Inventions
f

This mix of rights and obligations represents the minimum

bui critical rights necessary to obtain the commercialization of

,I'd b ' ,. . d d d h h ilnlentlons rna e y un1vers1t1es. In or er to un erstan w y .t 1S

iSlso, one must understand the nature of university research, the

iIl1entions that flow therefrom, and the factors that affect the

tr4nsfer of these inventions to the commercial marketplace.

I
, The Federal government sponsors research in universities

to '. expand the boundaries of existing knowledge in areas or on

prlb1ems deemed to be in the public interest or to be related to
i

national goals. Universities are usually (unless they are doing

c11ssified research) free to publish research results which are

ger'eraUy made available to aU. The ri9"ht to pubLi.sh Ls normally

pr served in the negotiation of grants and contracts, as is the

sp~nSOring agency's right to receive agreed upon reports.
I, I " The generation of inventi~ns Ls almost never the main ob-

Ject1ve of the research conducted w1th federal funds; rather, an
I

intention generally is an incidental "byproduct" of the research

I
actiVity, largely attributable to serend;i.pity and/or the personal

I ,

crtativity of the...,imvestigator backed by his years of professional

trtining and experience, and to tDlle scholarly environment and research
I

resources provided by the university.

I
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'in~ustrial firms, normally stand alone. As explained in a

Ha~~ridge House study:

'j.. "Their isolation is a major obstacle to utilization
, since most inventions are not marketable products
I in themselves. , The industrial product is often
I protected by a cordon 'of patents, as illustrated by
I the list of patents on a packet of Polaroid film.
I A university invention, on the other hand, is a one-I shot patent. Even if the patent specification dis-
, o Loses an ingenious invention, the patent claims
'I which define the scope of monopoly are likely to be

narrowly drawn. Whereas industry will add to its
1 patent arsenal as a product is improved, a university
, patent, if it is to be licensed at all; must be

licensed on the initial effort."

! Education institutions are, of course; not organized

either to manufacture or to produce and market patentable inven­

tilns. Neither, for that matter, is the Federal government. Ac-

ld' 1 i e . '" b d h' t'co... ~ng y, ~ un~vers~ty ~nvent~ons are to e use, suc ~ns ~tu-

tilnsmust seek to interest those in the industrial world who have
I
I ' ,

tht c9mmercial capability for invention development and also, very

im~ortantly, market developmknt, which the university lacks. This

isloften a difficult task, since few inventions coming out ofI '"
un}versity research offer readily recognizable piOospects of a

lalge market or a high return on investment. Moreover, the "not-
!

intented-here" syndrome often poses a difficult institutional bar-

ri!"r. University inventions, since they most often oor r eLat.e wit,h

I .'thf results of fundamental research, tend to be, at be::;t, in the

earlY stages of development, and therefore require the, Lnves tment;

oflsubstantial private riSk capital to develOp the invention to

tht appropriate state for intro~uction into the market.
,
! At the same time, universities are in a unique position
1

tol objectively seek the best quaLi.f i.ed ind,ustrial developer and

unfJ.er appropriate 'licensing arrangements monitor the diligence of
I .

de~elopment efforts by such a developer. l.f un i,ve.rs i. ties cannot;
} "1 :"\....... ......

i
I 1I Harbridge House, Inc., Legal Incentives and Barriers to

Ut!ilizing Technological Innovation, pp. 11-13' (March 1974).
,I



Moreover, most universities, though they rarely make

When the right to seek patents resides in universities,

!
I
I

furnish, if appropriate, an ..exclusive license to developers for
I .. .

a ~imited period and thereby secure the' investment of necessary

ca~ital, inventions resulting from government awards are less likely
i·,;".·

tol be developed to the point ofmarketabili ty, and thus the public
I . .

is! less likely to receive the benefits from such inventions, orI . . .
!

at/least may not receive them as quickly as otherwise would be

thr case.

anfl sizeable income from inventions, would largely lose all in­

ce~tive to seek licensees if they did not hold patent rights,
! . .

Berause of the "publish or perish" ethic and the wide availability

04 the results of Government supported research, the university

najI:mally neither could nor would consider it appropriate to deal

inl "trade secrets."

I
!

aPrropriate patent applications can be filed promptly and nego-

tirtions immediately commenced with prospective developer/licensees,

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

nolt exist at the time of contracting, but must await a determination
I

af!ter the invention has been identified, substantial time is usually

relquired to prepare the necessary documentation for the sponsoring

agrncy and .for the agency to make a determination. While awaiting

the outcome of such .administrative process, the invention lies

do~mant, with the attendant risks that the inventor's interest in
I .

aisisting in the development becomes attenuated and that intervening

elents may foreclose successful transfer of the invention to

tie public. For example" a potential licensee may decide to put

his efforts elsewhere rather than wait for a decision.

I since· deadlines for domestic and foreign patent applica-

tJons are affected by publication of patentable ideas in scientific

j4~rnals or thesis papers, delays in determining the disposition

of rights to an in~ention can result either in delay of publication
I

o f research results or, What. is more normally the case, the expira-
I

t~on of the time limit in which patent applications can be filed .

. NJi ther choice benef i tsthe public.
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The public will obtain the greatest benefit from univer~,'

inventions under a system which offers adequate induce'-

Often prospective licensees will refuse to undertake the

'ci"" ,

I
I

gen~rated
i

men!t to those who can bring the f r ud,ts of the research into a

forr useful to the corisumingpublic. Here exclusivity in patent
,

ri~bts does not ipso facto create artifically high prices for

rel1lted products and royalties generally represent only a very

sma(l fraction of the retail price of marketed goods. Moreover,

on~ must face, the inescapable conclusion that the development
!

of linventions under a reason;:ible Government patent poliCy will
'I • '

benlefit the public by making available products th;:it would other-I' , ' ,
wi,e not have been available at any price and which are presumably

mo~e attractive to the purchaser than other alternatives or sub­

stiltutes.
II Without exclusivity to some degree, private sources are
I ,,'

unlikelY to have sufficient incentive to invest in the effort nec-

es~ary to develop most university inventions. Indeed, the invest­

meJt required to bring a product or process to a marketable con­

di~ion and to introduce it into the market is almost always far

grJater that the investment in the original research from which

thl invention resulted.
I!, To bring an invention to public use, further development

orlengineering is required, such'as testing or "screening" of

neJ chemical compounds. Before the efforts and expenses incident
!

to!testing or screening are undertaken, investors need to, know who
I

has the title to or ownership of the invention (i.e. the right

seJured to inventors and their assignees or licensees, for limited
!

tiJes, as authorized in the Constitution.)

I
I

tefting, screening, or development of inventionS unless the licensor

cat grant an exclusive license for commercial use or sale. In some

ca§es, no viable a:l:te'rnative has been available and, in the absence

oflan exclusive license, the use of the invention has been denied

tolthe public. Indeed in the case of pharmaceuticals this has
I
I

I
I

" ,'-'-""---
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I,
I

bien ,well developed in the 1968 GAO report mentioned above and by

subsequent comparisons of investment in HIH supported, university
~

i1veritions ante and post 1968.

'j Universities usually dovnot; possess the resources, crit-

iclal !facilities, or controls necessary to bring drug products, for
r

e~amPle, through the clinical testing stages to marketability.

Th~S' it is imperative that they be in a position to supply an

infenti.ve under appropriate licensing arrangements to those organiza­

tifns which have those facilities and control oapab i.Li.ties.

I Since Government personnel would not be as intimately

fabiliar with an invention as those that have made it at a university,
I

th6y ~ould be in a much less favorable position to ascertain ora .

pulsue the commercial marketability of such an invention, and it

is!~e~red that the time that ~OU~d,have to ,be ~nve~te~ in S~Ch . ,

aCfJ.VJ.ty could well cause aSJ.gnJ.fJ.cant reductJ.on J.n J.nventJ.on dJ.s-

cl~sures from university researchers, with a consequent reduction

tolpUbliC access to potential research applications.

Thus, the primary result of the economic stimuli afforded

byla realistic patent policy is the introduction and production

The University community also believes that a Government

In FY 1976 of a total of $3.724 billion spent on R& D

The university community believes

University/Industrial Collaboration(2)

oflnew goods or services into the economy. The influx of new

technology and products should stimulate competition and economic

grLth.,I "

I
palent policy such as that proposed in the Act is needed to foster

grlater industrial sponsorship of University research.

atluniversities around two-thirds or $2.501 billion came from the
,

re~eral government. of the remainder only $123 million came from

inlustrial sources with the other $1.1 billion coming from institu­
!

ti!nal f'unds, s ca tre- and local governments, and other nonprofit in­
f

stttutions such as foundations.

thtt there exists a real potential to increase industrial support

I
!

[
, ,

'\"'Y".



At the same time it is apparent that

'"

Recognition of Equities

~:t:j:'

(4)

Finally., when patentable inventions occur, the equities

-~-----~---"-----~ 4--
I
I

fot university research.
I

tolexploit this potential more favorable Government patent policies
I

niu~tbe developed. Because such a high percentage of university

inteStigators receive Federal support under conditions allowing
i .. .

th4 Government to obtain principal rights in any inventions, many
I

fi~ms that might otherwise beinteres.ted in supporting or collabora-

tiJg with university scientists are reluctant to do so. They fearu. ~ ~
th~t the results of work they sponsor may become entangled with

GoJernment claims under its work such as to jeopardize any ex-I . ~

I. ~

cl\l.sivity they might gain.I .
I

I. The proposed Act would largely eliminate this problem.

The benefit to the universities and nonprofit section should be
I

ob1ious. At the same time, increased industrial sponsorship might

i .. . .".
ea1e the burden on State ~governments and would also have the tendancy

of Idecreasing the ~absoluteamountof Federal support required and/or
I

de4re~sing overhead and other indirect costs paid by the Federal

goternment by widening the base of university sponsorship.
1
I (3) Uniformity

I The proposed Act would eliminate the extensive burdens

of Ithe current deferred determination. approach. Moreover, the

addpting of a single, standard clause will eliminate unnecessary
I ~

I
administrative differences.

I
I

tolbe considered include not only those of the Federal government,
I

bui also those of the inventor, the university, and, occasionally,
~

otJer sponsors. Rarely are federal funds the sole factor contribu-

ti4g to the making of an invention. Beyond the critical contribu­

tiJn of the investigator, the university itself virtually always

heJps to finance the laboratories, equipment, and personnel contribu-I' . .... ~

tidg to an inventi:on. ~It also provides a scholarly atmosphere, and
!

sorltetimes the infusion of funds obtained from nongovernment sources.
I

Each of the parties has a claim in equity.

I
I
I

I
!
I·
I
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A policy which assigns patent rights to the Government

u __ ._. ••_.,", +__.

I
fori all federally supported research eliminates the equities of all

I

parj1ties but the Government. The proposed Act overcomes this by

atlPwing the equities of the university, the inventor (through

rf1altY-Sharing), and o~her spon~ors to recognized. At the same

tJ.I!j'e, the Government I s J.nterest J.S protected by a r oya Lt.y-if r-ee
I

liclense tf pra~tice any in~entions,for Governmental purposes.

BeYt0nd thJ.s, sJ.nce the takJ.ng oftJ.tle by the Government would
1

te1d to inhibit commercialization, it is difficult to understand

wh4t other need the Government has for any greater rights (other

th~n "march-in" rights and other such safeguards included in

th~ Act.) The proposed act also provides that the Government

winl receive its investment back in those cases when a university

I b t tii 1 . f . .ea1ns .su s anna.a .i.ncome rom an Lnven t ton ,

,
The, Proposed Act 's Tr_eatment ~f Small Business

For reasons closely related to those discussed in the

As with universities, the proposed Act would normally

Improving the Competitive Position of Small Business
Firms

(1)

1
al]ow small business firms to retain rights in any inventions madeI -
unqer Government contracts and subcontracts, sUbject to various

codditions.

I
!
I

_,I
pr~vioussection, small business concerns often require the retention
1__

oflpatent rights in their inventions in order to attract investment

capital or to otherwise make risk taking a reasonable proposition.

Iitjought to be obvious that if the Government takes title to in­

veltions made by small business firms it is, in effect, removing

thE! incentive for those firms to develop the inventions. That is,

whin a large company makes an invention it may be better able to

de~elopit without patent rights because it enjoys other advantages
- - -I -•• . '.'\ "_"-'4

such as financial resources, economics of scale, access to resources,

!
and well developed marketing and distribution systems. On the other

I
.' ~. -
";;,',·L.".~,~J_,<~-:_.:-!:-~::'!:~' ",..



We believe that the proposed su i leaves SUfficient safe-

',.'.

"_·_-,c".-t-'

I
I

harld, most small firms must place much greater reliance on patent

!
pr4tection to prevent larger competitors. from undercutting new pro-

dU1ts and markets which they may develop. The result of a title­

in-11the-G.overnment approac~ vis-a~vis sm~ll busine~s firms is t~us

to favor larger, more domLnant fLrms, eLther foreLgn or domestLc.

Since almost all the arguments of those who adVOCate a"

tii1.le.,.in-'the-Government approach are bc\sed on the conjecture thatI . .. "
relVing title in large contractors will, be anticompetitive, we fail

to/understand why these arguments should be extended to small busi­

ness firms.

I
gulrds in the Government either at the time of contracting or after

a fontractor has elected rights to ensure that the goals of the Act

art met with due recognition of unusual circumstances. We also

·betieve that the benefits that will accrue to small business firms

witl translate directly into greater economic growth and job ex­

parsion.

i Although we believe the relationship between innovation
j' , !

ank new product development and long-tJrm economic growth and job

ex~ansion are intuitively and historic~llY obvious, several recent

st1bdies are cited below to illustrate t..!his. They stress the importance

of a healthy small business enterprise: to these goals.

!I A 1967 Department of Commerc~ study !/ and a more recent

upbate of that study by John Flender and Richard Morse of the MIT

Derelopment Foundation, Inc. 2/ lend s~rong support to the proposition

t~at sales growth and job creation occurs more rapidly in innovative

cOFPanies than in mature (dominant) coinpanies. And even more signi­

f~cant for purposes of this analysis is the fact that job expansion

I
"! y Technological Innovation,: Its Environment and Manage-

ment, u. S. "Panel "On Invention and Innovation. (Washlngton, D. C.,
GI10,1967l. i

) "" ~ John o. Flender and Rich~rd S. Morse, ~he Role of New
Technical Enterprises in the U. S. Economy, M.I.T. Development Founda-
tion, 'nc., Occober " 1975.

I
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1
at young (i.e. small) high technology companies was even more

sJectacular. 31 These findings indicate that a patent policy

tJat Would'dee:Phasize the needs of smaller firms and emphasize
I

cdncerns with larger .fI rms could have a negative impact on jobI "
ei,pansion.

, The potential harm that could accrue from discounting

~Je need to be concerned with inventions from nondominant firms
I

i1 further emphasized py a study done by Gelman Research Associates.

~ international panel of experts selected the 500 major innovations
I

tHat were introduced into the market during 1953-73 in the U. S.,

u.1 K., Japan, West Germany, France, or Canada. Of the 319 innova­

ti~ns produced by U. S. industries, 24% were produced by companies
J

wilthless than 100 employees. Another 24% were introduced by com-

As previously noted current patent policies of all age~-

Put Simply, current policies often place a high-technology,

The Ability of Small Business to Compete For
Goverrtrnent~ & D

(2 )

paries with 100 to 999 employees.

I
I

ci~s except'DOD generally require all potential profit-making con-

trlctors, be they big or small, to accept a title-in-the-Government

orldeferred determination type, patent cluase or to engage in nego­

ti~tions on this point: The effect of this is to actually place

sm~ller firms at a relative disadvantage to larger firms. The

Sifuation might be analogized to the old saw about the law imposing

the same penalty for sleeping under the bridge be the offender

rith or poor.

I
smtll business firm in the position of acception Government dollars

at! the cost of jeopardizing 'its future non-Government marketposi­

ti6n. While the same could be said of larger firms, it must be
1:

I " .' ,repembered that for them patents do not usually playas important

a bole in the maintenance or expansion of their markets. Moreover,
I

lalger firms may be in a much better financial position to resist
I

_I The authors :found that during the 5 year period of
19~9-74 !'six mature companies with combined sales of $36 billion in
19V4 experienced a net gain of only 25,000 jobs, whereas the five
yohng, high technology companies with combined sales of only $857
mi~lion had a net increase in employment of 35,000 jobs.
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..is-

At a minimum it will end the unfortunate dilemma

For these reasons, we believe that a patent policy along

--" ,---:--,~- 'T- , ..------>.--.------
I

Govlrnment demands and negotiate more equitable patent provisions.
I

An,1they, will norma,llY have more resources to allocate to contract

negptiationsor after-the-fact waiver petitions. Furthermore,

la~ger companies are better ~bleto segregate Government and non­

Go~ernment work in separate divisions so as to guard against their
I

cotercial lines being jeopardized by Government claims under R&D

contracts.

!
thJ lines of the proposed Act will have an appreciable impact on

thJ ability of the small business community to compete for Govern-, '

merltsupport.
I '

O-f!choosing between one's corporate"birthright" and a "mess of
1

Government porridge."

I
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