~ REPORT BY TASK FORCE \o 1 oF bTum GROUP \o 6.0F THE comxssxﬂ\: ON GOVERMENT
PROCURL\ILNI‘ ON' THE ALLOCATIO CF RIG"TS T I\TE}'I‘IO\S MADE IN THE PrRrorf\mNc_E
OF GOVER.\» RES}Z‘.\R(}I AND DEVELOPMENT CO\TR.-’\CTS AND GRWTS

'_THE TASK PGRCE AND ITS ASSIC\\FVT

The Task Force was 3551cnod to con91der the nroblcms 1nvolv1ng
allocat101 of rights to imventions made in the DSIFOT“"HCE of govern-
ment research and acxclcy.-nt contracts and grants., (ine térmus "wights
to inventiens” or "invention rights' sheuld be understood to include
"patent rights'' when patent applications or patents are involved. |.|
Further, the terms "contract(s)" or ''contractor(s)" should be under- . -

.stood-to‘herein ifter 1ncluue rCSpLCtIVGl}, "grant(s)' and "grantee(s)')..

Y TR

: The memanrthp of tHe Task }orce consists of individuals chosen

for their pauent expertise from government, industry, universities: -
and the private bar. [n an effort to cbtain an chiective view,
‘each represcntative was requested to Hresent hls owWn views and not
'"tbose of his emylg»vr. . :

'BACRGQOU MATERL JS

Dur:rg the dellbcratlon cf issues p“esentnd to the Task Force
it took . into considerution a nurber of factors, including Lhc
expericnce of its membership, President Kennedy's and Nixen's
Statcment of Patent Pclicy and the experiences -thercunder, existin
legislation, Executive und Congressional hearings and reports,
‘regulations of the Executive, and hearings and investications of

“this Commission and other private groups. A bibliography listing
‘an extensive amount of literature wcncratcd by the debate over alla-
catlon of 1nvent10n rlwhts is attacheu as APPEN?IK A

L]

INTRODUPTIOV \FD HISTORY

. The rapld increase of go»ernment funded research and dnvclop-.'
“ment since the end of World war [I to the level of 15 billien -

dollars in fiscal year 1971 has focuscd atteaticn upon the adequacy :

- of govermment pelicies governing the disposition of inventions made | - -~ - &

- by contractors in performance of government contracts. ‘ - '

+
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Executive most affected issued regulations. maklnq ulSpOSlt;Oﬂ of

" the contractor with a royalty-free license to the government for.

~policy. qatlsilud their necds since it gave the government as a
-minimum the world-wide right to utilize all Deparﬁncnt funded 1nve

fthat might be USELUl in *hﬂ civili an econe
B Y .

Qbecann more pronounced,.the (ongress acted to provide statutor :
’ SO PTe . AN
- guidence. This guidance toeok the form of individual statutes which

.. ment or accncy s rcscarch rd dcve’opu-nt progran.

" resulted in President RKennedv's Cctober 10, 1963 Memorandun and

: dlspo%1tlcn.c1 cwniership could accommodate the different missions
. of the various government age ncies. Thus,. the Statement indicated

o (Underlining axd [JZC1unLL1gJ clause added.] \LLOIQlelY the

‘During the early stages of the expansion 6f.g0vernment'sponso
research and govclopmnnt those departments and agencies of the

inventions between themselves and their contractors. In the naln,
such policies provided for either {a) a first option to title in -

governmental purposes or (b) title in the department or agency
with a nonexclusive license to the contractor for commercial use.

The former policy was best exemplified in the Department of Defense -
5.

patent regulations. The Dhahrtrent of Defepse has stated that thi

FQﬂV*:

e

fl=-

tions for governmental puI“ObCS. The latter policy was best CYEupl1"‘

fied in the patent regulations of departnents and agencies whose

research. and d;veIOpm nt mission is directed toward generatlng_results

“As the issue surroundnng the allocation of-inventiOn rights

covered inventions evolving frem a portlon of or an entire depar -

e

The language-of'theistatutes reveals no consistent intent on -

the part of Congress to provide a unifcrm govermsent patent poliav.

" To the centrary, the Statu;e provide in scme instances for title
“-in the government and in other instances-direct the deparument or. .

agencv to take into COHSld&Tauqu the “qul;lCS of LHe contractor) -

An attempt to modera e the conuroversy revolving around the
different statutory and regulatory patent policies eventually -

Statement of Governsient Fatent Policy., This Statement was th

first effort by the Ixecutive Branch tc resolve the allocation of

invention rights issug cn a sovernment-wide basis. President
Kennady's Statement 1s based on the assurption that no single

as one of its cb1uct1\es - governncnt wide policy (subject
to statute) on the dlSpOblflon of inventions made under government

contracts reflecting common wrlnc1p1c: and objectives, to the.
exteit consistent with the missions of the respective agencies.”

Statement left to the varicus ucp!rUncntb and guencies the deteryy

mination as to whether their prior existing DOllCle were COﬂblbtcnt'

mth the intent of thc atatcmcnt




: On AugusL 23 1971 Prc;locnt leon 1=sucd a rev1sed Hﬁmorancum-*
and ‘Statemont . of Government . Patent’ POllCY The revised Statement; - .

- left unaltered the b“51c prlnC1ple on the allocation ot invention

. . rights set forth in President Kennedy's 1963 Statement However, | .

. the revised Statement does rO\ldL for additional auLnorltv in the
departments and agencies (not otherwise restrained by statute) to
grant exclusive rights to contractors in identified jnventicns to

~which™The govermment. has either retaine 4 a first cption to title

. or has.alreacy taken title. This authority has been|previously :
.exercised by some of the de partments and hﬁenc1cs upon a contr ctor's:

. petition for title at the time of .identifidation of the inventien) =

or through the granting of exclusive llcenses to interested develppsrs
under government- ownud patents. ' T N

D

‘ d As of this. date, thw_dnpartments and aﬁen cies have the aLthogity'
~i .. under the revised DTGS‘Le“tlal Statement or under stptute to take
- title or license in the government; delay determinatfion of cwﬂexﬁhxp
v until identification of tre invention; or grant exclusive licenses
- under government-owned patents. Since issuance of President Kenmedy 's
~Statement,-most of the departments and agencies hive| been 1wrrca§3wgly -
cutilizing various COKDllﬁtlQWS of these chhanisms of dlS“Dblthﬂ.;n '
A contract clause reserving title to the government.fis gor era].lvfi
utilized when the contract rnlate:'to certain technfcal fields ar .
' missioﬂs and less often under other snéci:ied cenditicns.  Cnly ﬁn _
the absence of such fields or conditions and providing the contractor

can establish special expertise, ~d‘*lit1u ¢, pateont pesitien, etd,
does the government utilize a contract clause pérmivting the congr: c;or

. a first option to title to Im entlo s which may arise in performance . .
of the contract. Clauses which ‘:fhr determination pntil identificdtion .

of the invention are generally used when neither thL Criteria for.
a tltle or 11cense Clgh\e are Clegrly mat. ' SR

Notmtns.tandlnb the issuance of the 1963 Kennedy Statoment
- of Governnent Patent Policy, Congress centinued to provide WULLQ
_ lines in ‘the form of individual statutes as ncw research progrns
+ . were initiated. The Task Force is of the opinicn that Pre,Lu nt
- Nixon's . rev1ecd Stater ent v11l probably not deter similar statutery
enactnmnts. o o =

(For fu;ther detall concernlng the hlStOTlC&l development of -

!

- government patent policy prior to President Nixon's
.see "Remarks of James E. Denny Before the Intelle
nghts Semlnar bmltnsonlan Insultutlon, Aprll 14

AT\ALYSLS or cmrE :r'co\-m'fzetzz\fr PATENT P LI'CY, -

The Task Force after reviewing the differ cent
regulatory patent p011c1es under which the departmer
now operate, was critical of a mumber of aspects of

revised Stat
al Property
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WHOV°T811 1mpact._ Thc Task I‘orcn bellevc: that some ot these criticisms
“would be inherent to any government-wide policy which permits 0 .
- Congress or an individual department or agency to establish and/or.
" implement policies for such department or agency different from :
other department or agency. policies. The follow 1ng were considered
to bp the most 1nportant arcas of concern: I :

- 1.. The existin g patcbvork of statutory and reﬂulatory
- . policies under which- the departments’ and. agencies now
- operate does not afford government fontvactorb, who deal
with mltiple departments and agencies, the degree of -
predictability of ownership of resulting inventicns and =~ | -
- the ease of adninistration one could re;sowablv expect - e
~when dealing with a single entity such as the Federal N PR ook
sGovernmPnt.n_In addition to the dlfflcultles encountered ‘ SRR
o in naste*ing‘*bt multiplicity of diff: rent_dcpartttnt
and agency policies, tnz adninistrative burden now imposed
-onthe cont‘ ctor: to establish his equities in inventions
- that have resulted or will result frcm his vovnr”uent—“__
-~ sponsored research is out of oroporflon to. the total
. mumber of etonOﬂlcally significant inventions ) '
generated. It is further noted that the burden on
. the contractor to establish these equities alsc
‘creates an administrative burd den on the govern-
- ment to review ‘rﬁ'toatractc* s position. ‘The! Task
© . Force believes that a gove rwr“nt_p::en' pol1tv should = = <} S
. provide for predictability and ease of administration R |
“on the part of both the contractor and the govermment - ¢~ . ¢
wherever‘possible.' R e o

. The Harbrldge House Stud y on Governaent Patent _
POllC} indicated that in certain situations the retenticn
of exclusive commercial rights in the contractor ''will,

" on balance, promote utilization better than acquisition
of title by Covernment''. It is axicmatic that those.
‘departments and agencies that-retain title te all inven-

. tions generated by their prog*ﬁns for dedication.or non- S w

. exclusive 1ictn31nb, by policy decision or through statutory . O
~direction, are precluded from identifying those 1nventloqs SR

- best retalned by the contractor. The xask Force believes. '

. that a government patent policy should encourage comntrc1al T

-~ utilization of govermment-funded inventions. It was also |-

' noted, however, that any policy should contain provisicns'
whlch_would Ireclude anticompetitive consequences which
may result from an-cxcessive periodof exclusivity in a
contractor. o SRV :

3. Under present p011c1es the Task Force belicves
" there are instances in which the centractor, kno»lng
he will be wnable ‘to retain exclusive cmrnertlal rights .
‘to.inventions. qcncrnttd ‘under- a proposed contraft; dlll
~rvefuse to participate in a government program because of
jeopardy to his privateiy financed comrercial position.. -

|
B
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-government-fundod contract which will not be owned by’ tht

- ground position:
;n1t10na1 interest that- govevnmeng patent pollcy encourag?

c-p051t10n of ownership based only on technlcal fleld or mis
_.neces’-_‘)& P

..resuliing fPOm_“esearch in a

i .
2o .
‘ .

!

Hence, o new advance in’ the Qr* gonorited in p rformﬂncc_c

el

ing contractor could severcly undermine that contractor!' s
The Task. Force believes that it is in th

part101pa110n of 111 1ndustry in govcrnment proorams. .

4, The Task Force has found no’ persua51ve_reason_why the
technical field or mission of a department or agency progr
should be an overriding factor, as exists under present po
in dictating the disposition of_inventions,-WhEthcr thatid
position be by title or license in the government.. The di

ily elininates consideration of significant equiti
either the public or the conbracior Further, inventions

invent-
back-

e
maximum

am 7
licies,
iS-f v
S .
sion
es’ of

particular fleld,or m155;on’@o-ﬂ0tf

‘necessarily have any redaiion

10 sucth teocelhnical field orii

ission,

"result in different. dlSpOSltlon of inventions within a qfn

Tanguage.,
~continue under President Nixon's Statement,
Statcment is not spec1f1c~11y acmed at overcomlng thlq pr
. i

1ittle relevance prior to invertion identification,
questionable benerfit in making determination at
‘making a contract.

TASK ‘FORCE CI-IOICEO& DIRECTION - . I _::,

or may have mucn broader
many instances,

application,

5. The different ex1st1nc stﬁtutory and rngulatory poll"i

field of technolo#y In practice, President onnﬂdy's St
has not brought about a uq1Form dlspocltlon of such . 1nve%t
due to differing departmcrt or agency interpretation of 1t
The Task Force believes that this situation xgl
since the revl

!

6. Many of the‘factors ldentified in the Pr051dent1a1 Sia
as influencing utilization, participation and conpetltlon
cand @ar
the tlmegc
Furfherﬂore, a number of these factors
not become relevant until some attempt has been made to un
the exploitation of the invention commercially. s

‘as has been the case

in

es
gle
atement
ions,
g

1.

sed -
blemu

temenfs '
have '
e of
. ‘
do’
dertake .

Rather than concur in senarate departnent or agency po1lci

es or’

-~ would make a single.disposition or
- As discussed above,

_éfunlform governqent patent pollcy providing for different di

of inventions, depending on technical fiéld, mission, or cas
stances,

Government Patent. Policy,

EﬁCll‘CU"lh

as exemplified by the President's rev1sed Statement on - o
the Task Force determined to explore the

possibility of formulating a uniform government patent policy |which

invantion rights in ail i

government patent policy providing for a single disposition
inventlon rlbhtb should mamlmlzc to. the extent pObblble' '

nytilization” of the 1nvent10ns resultlng from governmenté

funded roseurch,

COntrqctor "p1r11c1pqtion" in government programs;

: “"Ease of Administration™ on the part of both the governnm
aand the contv c*or, and : : :

-“Competltlon 1n the marketplace"

the Task Force believes that any uniiorm i

nstances

iof -

ent -

D -

pesition.




'With'theSe goals. in mind, and with thc'expectafioﬁ that the policy would
esolve a nunber of separately posed and related issues, the Task Force icon-
bldered and’ agreed onthe folloulng in maklnb its- proposal i R

1. The Tabk Force agrecs, as dld tho Pre51dﬂnt’ Conmisf
. sion on the patent system in its November 17, 1966, report,
that a patent system stimulgtes.the 1nvustmcnt of ‘additional b
capltal for the further development and marketing of productsjusing an
-invention by giving'the patent owner the right, for a n

limited period, to exclude others from --- or license -~ . | o
.- gthers for --- nullnq, using, oOr selllnﬂ ‘the 1nvenucd o - T
; pro ct or proccss.__ S R ST S PO,

. 2. A uniform governmont patent. pollcy resvltln in govern- i .
'ment-ovnevshLO of inventicns made in perforrqnce of i1ts .
_contrabts_for dedication to the public, or the grantlng of
only non-exclusive licenses, whethe*;su,h owvnership is basedl
on a technical field or missicn or other“ise- ﬁOUlh necessarily
.ellmlnate the stimulus env1s*oned oy th patewb :vs tenm.

3. Undcr such a pol*cv there is a p*osprct in scme cases. .
- that the market potential of an-inventicn and other means
of property protecticn will not adequately serve to .encourage
“the investrent of risk capitel for development when not
~financed’ by the. government, 11 1e rescarch ipvestment in
- such 1nvnnt1c“s will to a‘large extent be iost to the’ : o _—
' ’PUJllc. BRI R : ‘. - S - o

: 4. It was theroefere agreed that any uniform policy
recomnended must provide for exclusive cormercial rlshts-‘
in the inventing organizaticn or ancther developer in
those inventicns which would not otherwise be utilized,
(It should be understood that the temm 'exclusive commerciall
rights” includes either t;tle to the invention or an '
- exclusive license thereunder.) The Task Force azrees

. that exclu51v1ty could be prov1aed in the fol"‘om.nU two
_.ways._.

o T T TR

. 1a. Granting commercial EYu1US1V1tV at the time
.-;':of COHtTuCt’nQ to all inventions to be generated
- in performance oF suyh contracts; or

S b. franting ‘commercidl exclusivity selectively

: - after identification of the inventions on the
basis of evidence that development may not-
proceed without such exclusivity. (For the -
purposes of this discussion, this mechanism
shall be referred to as a dofcrrod detémmiin- -
ation policy, and should be understood to . :
Cdinclude a. government C\clusivc'1ic;nse'po1icy_5'
-now. possible under President Nixon's revised

‘ Statcrent where not otherw1sc ne&atcd by statute

- or agency pollcy ) - _




.4

.- The Task Force recognizes that-under a deferred deter-
ﬂmlnatloﬁ pollcy the possibility of maximizing ''ccmpetition™ .
- exists, since exclusive commercial rights will only be
granted when it is shown that exclusivity is the detemmining
- factor in bringing the invention to the marketplace. _

However, even assuming that the government could correctly
. 1dcnt1fy all inventions requiring exclusivity, albeit a
“yemote possibility, it is'the opinicn of the Task Force
that a deferred policy has and will negatively affect
con+TacLor "participation’ in government programs, "utili- -

zation'' of the results of such programs, and "ease of

“admlnlstrutlon“ ori the part of both the government and the
i'contractor as anpllfled by the following '

a. The uncertalnpy of ownership 1nv01vcd in a
‘deferred determinaticn P011"v could discourage
~ at least some contractors. trom participating in
‘government programs.. Most certainly a contractor
- whose privately financed background position
~would be jeopardized by neulv generated inventions’
~which he might not ne ces:arlly own nust ‘think
- seriously before teking a contract which intends
* to capitalize on his 3w:\hrcunu position.
. Refusal to arbjcira,e in this situation will
- probably nacn551tutﬂ the govermtent contract with.
a less quaiifjed contractor. or not contract
at. all e .

b. The’ lor processing periods igherent in a
deferred detennination policy would in sone

cases delay prompt utilization of government

inve ntloﬂs, since a pa rt1Clg“t1ﬂQ contracter
‘would wish. to establish his rights prior to.
investing his risk capital. Utilization would
also be adverscly affected by the administrative
burden c¢f petitioning the government for exclu-
‘sive commercial rights and the prebable require-
ment that the contractor file deGqL aDpllcat1cn¢
to protect the property rights during the petition
period. Faced with thesc tasks; the participating

- <7 contractor will have little interest in inven- -

'tlon; ‘that appear. cconomlcally marglnal on flrst
review,

c. F1nally, the Ta<k Force agreed that the :
~increased adninistrative costs to both the contrgctor
- and the government for the drafting, submissicn,: -
-and Teview of petitions on a case-by-case basis

© would be out of propertion to the result to be
.Qachleved through impleémentation ot a dcfcrred
]detcnnxnatlon pollcy EE R ¢




6, In iightlof the deficiencies. inherent in a deferred

contractor. These "march-in' rights would insure that

potential to cmploy labor ad raising the level of its'

-

s

determination policy, the Task Force - agreed ‘that a policy .
“of granting exclusive commercial rights to the contractor .
at the time of contracting to all inventions generated
in performance of govermaent contracts was the single
means of maximizing 'utilization' without generating
adverse conditions for "'participation.'' In addition to

* these advantages, a policy which makes disposition at the
~time of contracting offers-the opportunity for maximum
"ease of admlnlstratlon” The Task Force did note,
however, that "ease of aanlnlstratlon” mder -such a-

- policy nould be. proportional to the dcgreﬂ of foliow-up
or "march-in" rights resérved to the geovernment, but .~
-under no circumstances would such a pollcy cx auc the
level of administrative d‘fthUltlES now encountered
by de cpartments and agencies in the dch*1ed determination
portions of their pol cies. A

7. thw1thstand11g the advzntagﬂs to be gained throuqh
a wmiform pOllCV of granting exclusive commercial rights-
at the time of contracting to all inventions gener uted,
the Task Force was of the orninicn that such a policy
could adversely affuct'”corpetitiOH”';n ‘the marketplace
if such eYcluSLVL*} were to remain 1n the contractor for
the full period of the patent grant in hli cases. In-
order to avoid this censcguence, the Task Force agrecd .
that rights must he reserved to the gove w“ﬁnt-undcr
such a policy which would enable it to assure uguinst
individual abuse of the privileges retained by the

a contractor's exclusivity would extend cnly over a-
+period justified by the contractor's equities and the
publlc s need for cempetition in the mar ketplace.

8 " The aask Forcc agreed that the bcneflts to be ucrlxed
through a policy of disposition at the time of contracting
outweigh the need for. ideal cenditions to generate '‘competi-
tion', \hlch may Tiot be maximized since scre exclusive
comrercial rl“hus would remain with the contractor to a-
greater extent than under a deferred determination pollcv
Thus, the Task Force believes that a policy of disposi- .
tion at the time of contracting will positively effect
utilization of govermment-{unded inventions and partici-
pation of centractors: thereby increasing the nation's

CXports. Further, maximization ol participation \ég _

increase the government's ability to focus public lunds ‘

on the kinds ‘of rescarch and 1evclopmcnt which th

high, long-mun social value, but is risky and not sharply

reflected in profit.opportunities for a sponsoring private

bu51ncas fim. Slnce 1t cannot be prcdlctcd thh any
. . : %»

o
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' SYhOPSIS OF “AS FOR P?OPCS\L : _‘f.ff

-

' g‘”accuracy how Lomp~t1t0r< Wlll maet the 1ntroduct10n of
_a new product made under oxc1u51vcly held pqtent rights,

it/ cannot be determired whether implementation of such

‘a policy will result.in any decrease in competition.
Of much greater f*ﬁn:Flcanvv are the rights reserved.to
the government under such a policy to- assurc ‘against indi-
vidual sbuse of -the privileges retained by the contra ctor,
.. and-the-knowledge that the contractor remains subgect
: to the prov151ons of the antltrust 1a:s

jcontractlnw of a first option to the exclusive. commercial -rights
“to all inventions generated in performance of go»nrmncnu funded

td exercise the op ion 1euult5 1n such rlChLb erurlnw to. LhL

L gOverTnent..

~ing inventions, the seme capzbilities cannot be piespmud_to exist
cat all un$vcr31t1ns ‘and nonprofit organizations. Therefore, it wa

Basad on the above analV51s the Task Force d”aF*nd a

" The proposal prov1dcs contTEftors a guarantee at the time of

proposal, set forth below, which DTOVld“S for a uniform patent pplicy
‘making a single disposition of invention rights in most
Implementation of this proposal envisions repeal of all inconsis-
“tent statutory proulclons.r S B .

Ainstances,

research. Upon exercising the option, such rights in the contractor
are subject to a rovalty-free, nonexclusive license to the governy
ment for Federal Goxelnrontal wu*po~e: throuzhout the world. Failure

The guarantee of an option will be extended to universities
and otﬁo* nonprofit organizaticns only after government review ofl
the adéquacy of their organizational patent management capabilityl,
While it can be expect ted that most C&EHOICI 1 concerns will have

an established procedure for ’uc ntifying, reporting, and adrniniste

concluded that the public interest is better served by retention o
such rights in the goverrment in 51Luat10nb where the university

_or. nonploflt orvanl atloq has ne. thLnL ac 14n15t1aulon capaollluy}

Where the opt;on has been e\erc1scd ‘and a U. S, patent appli

may be revoked and vested in the government., [[ the contractor
should succead in vommercialization ol the invention durlny thisg

-

M

t.

- cation filed, the propcsal contemplates that contractors retain th
exclusive comme;ulal rights during the peried from pateant filing! -
. to"three ycars after issuancc of a patent. If a contractor has |
not brought the invention to the marketplace within the time frop
~patent filing to three years after patent issuance, such rights

guaranteed period, the exclusive commercial rights vest in the contractor
for the full pericd of the pateat grant, subject to the possibility -

that the governmbnt may TCQULI nonexclusive -licensing of ithe U. S




't

:_deCntg'aftefh¢he'gﬁdtéhfééd period has passed. The require-
‘ment for such licensing will be “deternined by a Government

any, will take into con51derat10n the EQUltlea of ‘the individual c

-,naklng the inventicn. The reversion of Tl?hub o the government.
in the cvent the cont ractor fails to comnercialize the invention
provides greater assurance of ULlll dthﬂ of . oavmrnnbnt fu:ﬂcl
,1nvent10q5. : -

~public that ‘the guar

“the point of LulllZStlD - the less likely the contracter cculd
‘_Justlfy COHtlﬂduu corn Llal exclu51v1t) '

-+ .data avallable to Lne.boazd would be rCallStlL and current.

Patent Review Buard on petition of any intercsted party aflter a

“contractor holding title to any invention mode in performance of a;
- government contract has refused to grant entirely or on QLLbOtﬂble‘f

terms .a nonexclusive license under such .invention. The board,
maklng its dctcn ination and setting the terms of the 11ccn<e, 1f

':156. '

‘The. propo: I envisions that the period of rruarantned etf1u51v1ty

codpled with the possibility of continued m\cluJ1V1ty for the life

ment ‘programs and the parliest possible utilizatieon of inventions
generated by such programs. The guaranteed period further recogni

- Sy

of the patent, will creute an incentive for per~¢c1ﬁﬂtlun in govern--

- the contractors bacx*rourd equities which-are presumed to be pre“entf

in all cases. In ‘addition, the proposal places commercial develop- .

ment of the inven thﬂ in the hands of the partv most likely to acce

that tasX and provides the incentive for the investment of r1sk
capital required to bring it to the marketplace which has be
estimated on the order of 10 to 1 "neq cormpared to the cost oL‘

The creatien of the Govcrnm\nu Patont’;e:lo&‘ﬁowr assures the
>d period of exclusivity will not be extemdad

antee
UHJUSLlflaDLa. The Xi‘tblbe of the Board will _\ncuura"c hoth the
ocet

contractor and a prospec

N

ive licensee of a government-funded inventien:
to negotiate acccptab terms and theredy avoid going (o th: Board -

to settlc differences.. In gereral, it is presu=cd that if the con-

tractor had made significant privatu investwient in the &CV“‘oymcn;'-'

and utilization of the invention ond the inventicn was. available

the larger the government investment in bringing the invention tao

THe Board bv thc nqture of the policy, would need to conqlcéf
only economlcally significant inventions in which there was serious
interest and controversy. [urther, the invention will have been

to- the public in reasonable quantities and prices it could expecty |
'to prevall in a dispute brought to the Beard.  Cn the other b“nd '

jdentificd rather than hvnothctlcal and the economic and investment .

The governmcnt agencies would prOV1dc the Bo&rd with relevant

information regarding their role in the development of the gnvcn.lon
in question. 1hLy would alse provide the Board with the appropriate
public 1nternst and mission considerations . which they belicve sheuld

affect the Beard's decision.  flowever, the Board will make its

decisions on the record and will be guidud by btatatorgfor aqnlnlstra-"

tlve Criteria and bL subject to JUJlClal rev1ew

T

. .10?_..{{,/"_- R ‘_ - N . o .i'

i e . !




In draftinp the proposal the Task Force too particulaf'noLe -
loped

:?fof the small nurber of jnventions which are knewn to have been deve
- for ‘the comnorcial marketplace substantially at goverrment expense;

- The number of such inventions becomes: even smaller if Lhu.additionel
.. cost of promotional astivities in bringing the invention’'to the market- -
» -place is uadertaken by the government. It was agreed that under tt :

circumstances the equities in favor of leaving exclusivity for any

‘pericd in the contracter . to this small number of inventicns are less.

than the usual situation in which the contractor contributes his

risk capital to bring the invention to the marketplace. A close

analysis of such inventions indicates that their continued develop

- ment at government expense would generally tequire a dditicnal funds

“from follow-on contracts. However, whore folloh ON CoNTtracts are

¢

‘deemed appropriate the peried of “time over which such an inventicn

is conceived and breught to the marketplace.would generally exhaus
the puarantecd pericd of exclusivity, thuS'precluding a windfall
to the contrac_or I E :

Notw1thftand1ng the view, that a contractor xlll ordinarily
exhaust his guaranteed pexlod of exclusivity if development for

the commercial marketpldcc is undertaken substantiaily at gove uuu.tf

expense, the preposal provides to the Doard the 1*1*:,ht to substitute.

_a patent clause at the time of contracting which leaves to the

[ 4

government the first option to exclusive commercial rights in inven-
tions which ave the primary chject of the centract. The Reard would

Lexercisa this right unon a department or agency requost made prioy

‘to contract which is accomnanicd by a qho.lqy that such depariment .

~or agency intended to develop substa antially at its expense an ide
. -product or process for use by the g neral public, .

5It-shou1q.bc noted that the pr posal conten nlmtes that exclus
title to all foreign patents will vest in the centracter for the.

full term of the patent grant if the contractor comD11es Wlth ‘the| -

‘conditicns of the preposal.

£k Kk & k& 0k k. & k% % k & % k.

PROPOSED FOLICY FOR TIE ALLQCATIGI‘I OF RIGHTS -To' INVENTIONS
MADE UNDER GOVERMENT R & D COY {TRACTS
‘1. POLICY

_ shall be guaranteed at the time of contracting a first option to

exclusive commercial rights in all lnvcntions made in performance] .

of governmenr-funded. contracts. The term "exclusive commercial
-rights" should be understood to include either title to the
~{nvention or an exclusive 1icun5L therero with the exception that_
.. as the term relates to forcign patents ot patent appllcatlons

B weans tltld : .

- A;j W1th the exception set forth in 5(A)(3) below contractors

ive

the




1

 -guarantee or the pr1nc1p1es of this polxcy shall be repcaled

'patent management capaullltles.-

'the governaent for Federal Government pu1p05

to grant licenses. under U.S5. patents wlth terns
: that are reasonable under the ‘eircumstances ‘

2, DISCLOSUR_ ELE TION AND RE?CRTS

~eontract will be disclosed to the government with an indication of
: contractor 5 electlon.go achlrL emclus*ve commetcial rlgnts.

P

B Any statutory prou1310n= wh1cn‘hrc lﬂuOﬁalStht with suc_  

C. The-guarantee of emclusxve commcrc1a1 riphts W111 be
extended to universities and other nonprofit organizations only .
after government review of the adequacy of those organizations'’

: D. The govern ent may 1atcr revoke Such rights in a contradtor
. . efter failure of thc contractor to meet condltlons as’ herelnafthr;- o
o provided : . :

E.' Exclusive cc"ﬂerc1a1 rights in q,contractor will be.
subject to a world-wide, royalty-free, nonexclusive llcense in

_E. After a spécified period of'time, coritractors who have
retained exclusive commercial rights may, on petition of any
Interested party, be required by a Government Pacent Review Board)-

“Each invention mﬂdu in perform nce of a r*ov rnment - funded

A. Elcction to Acquire Exclu51ve C01mnrcial Rig chts
Elcction'by the Contractor would include agreement

file a patent applicatioun covering the invention in the
Unitéd States Patent Office within a specified period of
time. Patent Office prcecedures will be established to assure
proper affixation of the letter "G" or other appropriate.
designation on.all such patent applications and patents

~issued therecon. Election and filing would guarantee

" exclusive commercial rizhts in the contractor for a per 10d
starting from filing until three years after issuance of a
‘patent. Under special circumstances disclosed by the
contractor, the agency head nay extend the pcrlod as deemed

'approprlate.

(aa

o

B}_ Elect1on Hot to Acqu1re Exclugive Commercxal nghts

- ' Election hot to acquire the exclusive commerc1a1 rlghts
© will result in such rights vesting in the government for
 disposition as it sees fit, as set forth .in Paragrdaph:
~4.D hcereafter. I L : o




. paragraphs 4 and S bﬁlOw.

Y

e C. _Reports

The contractor shall promptly advise the agehcy upon -
issuance of any U. S. patent covering an”invention to which
_he acquired exclusiye”COmmerciai rights. During the three
.year period afrer issuancc of 2 patent the contractor will

submit, upon the agency's request reports setting forth
 progress made toward commercial utilizatiod. CIf after ‘
three years from patént issuance utilization has not been
-achieved, the agency may take steéps to revoke the exclusive
commercial rights unless .sacisfactory. evLGence is prescnted

- that the time for uflleatLon shall be extcnced ‘ :

.

3. COV"INUI (G RIC HTS

Wbenover u;ll]Z“tlon has been achleved by the contractor

.withln the time agreed upon by the agency, the exclusive cormsrcial )

rights will continue in the contractor for the life of any patent(s) .

claiming the inventionm, subject. to the pIOVlblOnS set forth in

© &, CONIRACTOR L*c \Stxs

A;_ Thlee years after lqsuhqcc of a paLent clalw1n~ an 1nanLL

.whxch a-contractor has electad to acquire exclusive Lcmznrcxul-rxba;

t h ¢ - comtractor may be required to grant ndnm-exclusive licanses
under such patent by the Government Pacent Review Board under
“conditions set forth in paragraph 5 below,

" B. Contractor shall have ths right to sublicense-dthers on
~an.éxclusive or non-exclusive basis under any terms he deems:
" apprepriate, subject only to. exxstlrg laws and the requlerLnts
'of the Governant Patent Review Board. ' - S

€. If the contractor permius utiliza*idn to cease, the
agency may require the contractor to grant an eXCLleve or non-
_,exclusmve license. to responsible appl‘caﬂts on terms LhaL are
"reasonable under the c1rcumstances. o

b. Upon a contractor s electlon not to retain the exclusxve
cowmerCLal ‘Tights, or after an elcctlon to retain such rights:
‘and ‘subsequent revocation by the avency for failure to meet the
_‘conditions of this proposal,. the contractor shall be granted a
revocable, non-exclusive, royalty- -free license under the invention

Such license shall be: rcvode upou notice to the contractor of the|

intent of an agency to grant an exclusive license, subject to the

right of the contractor to make application to the Government

- Patent Review Board for a license under terms and condltlons that
.are. reaqonable undcr the circumstances. .
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::Unlted States District Court for tl
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?:A Gene1a1

‘Chairman
any four
Chairman to sit on specified cases.
‘the call of the Chaiiman to conside
arising under the opcration of this
_members w111 constltute a guorum. .

, (1).'The Board will consist of a full-time
Executive Secretary and'a'panel of 20 menmbers,
may be chosen by the
Board will meet upon
rule upon the issues
The Chairman and tWo‘

(2)

Its dec1 ions shall be squeci to Jud101a] revi

Dlst”lct of. Columb1

(3;- The Board shall have the poxer to rev1cw requcq

'-qagen01e¢_to bLbSLJILLe a p“ient clause which leaves . to t

Jinventions

.identified'product or proces

_ tractor has elected to acquire such. rlghts and has
-pafent anpllcatlou on such 1r"cnt1on '

TB,: Board Rcv1ew of

making its determlnntlon to require.
- made 1n performanco of o govornmout contrwct

.- patent system,
of- government 1bslstod inventions

agency the first option to exclusive commer0¢a1
which are the primary object of the contract
Board shall: exercise this right only upon agency
prior to contract which are accompanied by a showing thn
agency intends to develop substantially at gover nment ex
for use by the gener%l pub

rights i

(4) - The Board shall have the powev to review on peté
any interested party the refusal of a contractor holding

L‘O

commercial rights to- any invention made in pericrmance o

-government contract to grant entlroly or on aﬂchtuble t
Coa ]lCﬂnb“ hnder such 1nv»nt10n -

(0)

Such pﬂtltlon may be flled “t uny tlme after th

(6):

agency has

At any time_after the perlod cct Ior uti ]12°t10
‘expired, - the Board may require the granting o

-exclusive licenses under U. S. patents or patent applica

With'termStitideéms appropriate on the;basis_of:

(a) The fallure of the cowtractor to show caubc why
license should not bhe granted; or,

)

The factors contalncd in. paragraph 5.B. bclow.
-Refusal to Grant Llcenses_

The Board shall tahe 1nto con51derat10n in addition
arguments of the parties, at least the followin'r factors
licensing of an inve

(1) Achioving thv eariiest plncticablo Utllid‘tibn
govoxnmcnt-a¢biatod invcntionh 1n cummerc1a1 practice:

'(2) anourﬁging thLOU"h thc norm11 incentives of t
prlvate 1nvestment 1n the commcrg11l re al
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'_inventor and the.patent owier or déveloper in the specifi

-igovornment assisted invent 1on, measured by the 1nvestmentf

-ment and ¢

. inven
~astemn1ng frow prlvate 0wn0;sh1p of patents an such 1nveht

performance. ¢of government-funded contracts.
be construed to extend that jurisdiction to data or otheri

TE. Agency Cooperatlon

_aCCOmpllsh its a551gned dutles

10r1nv efICﬂtlve compnt]tlon in th" commerc1a

@) T

ey

t"iOn._)'

A¢SU¢1ng awaln t non ut11171u10ﬂ of govcrﬂmcnt
and excessive charges for use.

(5) Balanc1nﬂ the relative 0qu1t1es of the publ:c,'t

1nventlons made at prlvate e\pcn%e

and agencies of the Exncutlve %hall
aid and 1nformatlon 1t deems necess

The depariments a
1o the Board wnatever

S

p]nLLatnon ot gOVCFWHCMt—WS%l“LQd ln‘LPL‘Ul"'.:f

Nothing herpin shall

provide.'

1 develop-

ssiSted

of such 1nvent10ns

ions;

he_‘
C

_necessary to bring the invention to the point of comnerc1a1
:appllcatlon. ~This. would include the follow 1ng e
- (a) The relative contrlbutlon of the governnent and_the-
contractor in. brlnﬁlvg the 1nvent10n to the marketplace; -
(b)_The‘mlsglon of the progran fundlnv the contradt;
. frgm*wh;ch'the 1nvcnt10n aremb; - S
» ' (c)'The type of 1nv9nt10n and the naﬂnltude of thcf
~, prob1em it solves; :
Ad) Thﬁ:scope of the pateni claims,
(e) The contractor’s bacP"round position; _ ‘
) {£) The government s fundlng of background techno ogy;
: (g) The scope of the market and the success of- tho-”"'
~contractor in neeblzw it _ S
.{h) The profit nurgln in relation Lo_oﬁher similar
_1nventlowa; 1nd ‘ -
: (1) lhO‘ ea51b113tv and llke y bene*1bs of compet‘tion-
fln“the market bervod -
C.j'Fovelﬂﬁ Rlﬂnts _' _ : _ . o
The Board! s Jurisdiction in requlrln" the gran+lng of;a non- N
exclusive 110Lnse shall extend only to licenses under U.S.' patents.
Nothing herein shall be construed to extead that Jurlsdlztion
to 10 relgn putents ' :
D. Backuround mights e I
| ‘The. Board's. Jurlsu1ctlon 1n reguiring the grant of a.ﬁon~
exclusive license shall extend to only those inventions pade in

Sary to




o
-

F. Board Rev1ew of Agency Determlnations : :f* P £ R
The'Board “on petltlon of contractor, shall have the
power ‘to review an.agency dacision in 1mp1enent1pg tth pr0poaa1- ‘
under which such contractor is aggrlevcd - - ISR S

-G; Interventlon

All interested parties, including any agency of the U. S
'Government, shall "have the rlght to intervene in any proceedlng
before the Board. .

ok k& R BT T *'_ * k% '* k%

-'.RAI\IFICLXTIO\' OF IMPLEMENTATION OF PROPOSAL .=

ImnlembntAt40ﬂ of the proposal will serve to mitigate or.resolve
@ number of related issues generated by present allocation-of-rights

policies. "Some of the more important areas that would be affected by_  =
“the Proposal are as follows: = - ‘ o _ S

A The Emplo)ed Inventor

Permlttanq contractors a ﬂuarantev at the tim f contrﬂctlng
to a first cption to the exclusive CC“J£1C 91 g}ts in all
Cinventions ve1elatcd in performance of thei ernnent-finded
‘research places the contractor in a better pa ion to accomo-: .
date the equities of his emploved inventors o Ayt dwatd prowkas
if the contz ctor d“ems such programs udvant \gecus 1o hlb 1eed

[n2

T oDov
o+
D
1_‘

- B.. Scovc of LhC Llcense Retatned by the Govnr ent _' ';‘ S -

Prcsent p011c1es pr0V1ic that the non- exclusnn license retained
by the Pederal Government include state and dopestic municipal
‘governments unless the ugency head determines that this would
~not be in the public interest.  The scope of the license retained
by the government under the proposal specifically excludes '
- state and demestic municipal governments, It was the opinion.

- of the Task Force thaL to oxpand the scope-of the license to

‘+ state and domestic municipal governmments would be tantamount

' to retaining exclusive conmc*c1&1 -ights in the government

in situaticns where the market for the invention would be substan-
tially federal, state and munidipsl programs. Inventions leLCTCJ
'to solution of saline water and eéducational problems would _
fall within this category.. To extend the 5ccye,of the licensed
retained by the govermnent to include state and domestic municipal
governments would therclore deteat the purpose of - the proposal
as it relates to such inveations. To permit the agency head |

‘to determine the scope of the license retained by the govermment
at the tlme of contractlng was not decmcd practical, since the

%
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type of v 1t;0' that will evolve from a rescarch and
~developmont contract cannot be.acecurately predetermined.
FUrther the ch1cw.Pourd,aa ures that competition will.

_ultlm_tcly- exist. for such inventions if eccromically -
-significant nd dcnandpd b/ th equlhles of the publlc._

. | C Uhlvezblty and Von Proflt Ozganlzqtlons

As noted p*ev1ously, thc proposal extendq the ﬂuarantee
~of 'an option to cxclusive commeércial rights to univ rsltles
and non-profit organizations after govermment review of
the adequacy of their patent mansgement capabllity. With
such option, universities and ncn-profit organizations are - _
. in-a better DOSltlcn to license industrial congerns as an - § .
v - . incentive to use their risk capltdl in bringing the results. -
- of university and nén-profit crganization research to the .
' marketplace. Without the ability to transfer exclusive
_ comnercial rights to industry, universities and non-preofit
S orgﬁnlaa ions have feund it difficult to overcome the 'not-
' invented-here' svadrone. (Sce Harbridge House Report and
4 the August 12, 1960, G0 Report, ”Problcm Areas \ffectlng
- Usefulness of Results cof Govcrnm:.;-Snonsor*q Research 1
-Medicinal Chcm1Qtry” ) The Task Force considers this an "
_ : important matter since uunroxl“ately 25% of the government's
.+ 'research and development budget is e cpended . *Hrouﬂa contracts
with universities and nen- protlu orqanl ation .

D. Dcf1n1L10 of "CﬂnCClVC " ﬂﬂi “Ilrst \ctuﬁllv Reduced to Practice’
Preaent policies stlpula that any. 1nventlc“ concezrcu”

"first actuvally reduced to practice . in periormance of a |

government- funded research and development contract be
“disposed of in accordance with the ccntract provisions -
under vwhich it arose. Any invention so conceived or first

actually reduced to practice atffords to the govermrent _ R
- at least a royalty-free nonexclusive license. The prnbase [ VP =)
s definiticns of "conceived! or ""first ac crtually reduced to. o ‘ B
' " practice", therefore, are important as they are determina- ' ' '

tive of the rights in the government or the contractoer.
~The prcposal contemplates- that it will similarly speak
-only to those inventions conrel¥cd or first actually reduccd
- to practice in performance of governmentsfunded research and-
devc10pmcnt centracts. In order to resolve any present.

.- problems with the terms ''conceived" or "first actually. reduced
. to practice”, it is surﬂested that any patent rights clause
t 0 utilized-in 1mplemcnt1ng the provosal 1ncludc the follo~1ng

R deflnltlons. '

or | o

(1) *“Conceived" means a dlSClOburO in a form _ : _ b
~ which would enable someone skilled in the art S "
' to which the invention pertains to make and use B P

‘the invention without the use of furthcr '

1nvent1ve effor




~(2)  "First actually reduced to practice'' mecans a suyccessful
test of the invention in a simuloted environment, or

- in-an environment similar, to. the one in which it will

“be- used for a purpose for which it was intended. | "

“E. nghts Obtalncd by the Govefnmbnt'”hrbva Its Research
--and Development Contracts in Inventions Conceived and f'rst
_Actually Reduced to Practlce at Private E\pense '

A great deal of ‘uncertainty has been generatcd-oy Abp,'Inc._
U. S. 156-USPQ 647, as this case appears to extend the
rights the government obtains threcugh its research and
‘developrmerit contracts to inventiens “conceived a and first
~actually reduced to practice at private CYPClSC In order °
to eliminat¢ this uncertainty, the Task Force recommends
that the followirg language be added to any patent claube
utlll’cd to 3mplcuen its pTOWOSd;. :

B85 Nothlng;contained'ln this ‘patent rights . SN ok
~ ¢lause or comstued therefrom shall be deemed” : o
to grant to the government any rights in any.
invention which is neithoer conceilved nor first-
actually reduced to practice.in the course of
. or under this contruct. Ho:uvnr this shall
" not deIlV_ the govermment of ’WV Tights to .
which the.govnrﬁ‘c 1t may Le enti tled vnder other
clauses in this contract, under other contracts, . . o
-or by statute; and R R 3 BN

(2) That in those sithation> in‘which the COVeTT:-
ment wishes to acgquire rights In an invoention
which is neither conceived: nor first actually.
reduced to practice under a government contract,
this be done through a scparate expressed

e

prOV151on of ‘the coqtract

It is the opinion of the qul Iorcn that any background

. patent rights clause negotiated as prov14ed by (“‘ above
speak only to inveatiens in cxistence end identified at
‘the time of contracting and that any rights ccquired by the
government to such inventions retflect the contributionS-to'
be made by the government toward its enhancenment, testing,
or development.. It should be noted that the proposal limits
“the Patent Roview Roard's jurisdiction in requiring the
grant of licenscs to only those inventiens conceived or
-first-actually: reduced to pructice in perfommance: of
governmcnt rontrdcts. : :

' ‘-,18 —f




