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1'Ilcmoranclum of October 10, 1963 '
[GOVERh! fI!d,l'lT PATENT POLICY]

Mcmoronduni [or ilic H eads of EJ.'c<JlIti·L'C Depart ments and Agencies

- Ovorlhc yca rs , through Executiye and L egi slat.ive actions, a vari ety
of pr ncti ccs has developed withi n the Executive Branch nfl'cctiug

. tho di sposi tion of ri gh ls to inv ent ions .made under contracts wi tl.
" outs ide orr-ani zat ions. It is not. feasible to have complete un ifonni t.

of practi/;': throu~h~u t the Government.' in view of the di tYering
missions and st atutory resp onsibil iti es of the sever al departm ent s an d
accncics enga!"ecl in resca rch and dcvel opmen t. Xcvcrt helcss, there
i;lleed for O'r~\tcr consistency in agency pruct.ices in order to fur th er
the o-;)Vern !~le n t a1 and public in terests in promoting the utilization
of f~deral1y financed inventions and to avoid diflicul t ies cau sed by
diffe ren t npproach cs by th e ngencie s wh en de::di ng with the same class
of organ iza t ions in compurahle pa ten t situa ti ons . .

. From th e ext ensive and f ruitful nut ion al di scussions of govern ment
patent pract iccs, signi flc,l1lt commo n ground ha s come in to vie w,
First, a sin gl e presumpt ion of own crslii P docs no t provide a sat is­
factory basis for.gover~ l1\J e n t.ow i de poli cy on the allocat ion of ri gh ts
to inven tion s. Another common ground of unders tand ing is .that
the Government has a responsibility to foster th e fullest exp loit at ion
of th e inv entions for the publi c benefit.

Attached fo r your gu ida nce is a stntemcnt of gonm llnent patent
policy, which I have approved , id en tifyi ng comm on obj ect ives and
cr iteria and setti ng fo rth th e minimum ri ghts th at govern ment agcn­
cies sho uld acquire wi th r egard to in ventions mnde under the ir g rants
'and contracts. T his st atement. of policy seeks to protect. t]1C public
interest by encourag ing the Gov ernment to acquire the princ ipal
rights to inventions in situations whe re the nature of the work to be
undert aken or the Government's pas t inv estment in the field of work
favors full publi-c access to resulting inv en ti ons, On the other hand,
tho p olic.y re cognizes that th e public interest. migh t also be served by
accord ing exclusive commercial r igh ts to th e cont ractor in situa ti ons
where tho contractor has an established non -governmental commer­
cial position and where there is g reater likelihood tha t. the invention
tho pOI1ty-rcct;gftlZC":-r\Ii':.H!" ,;'-N ,} {',iJ; i.lj '\l\. ,U~Cvtl H1.T.l",1Y.o l.1 1 d.. bIUhj~ case if
according excl usive commercial righ ts to the cont ractor in sit uations
where tho contractor has an establish ed non-governmenta l commer ­
cial position and where there is g rea ter likeli hood tha t, the inv ention
would be worked and pu t into civ ilian usc tha n would be the case if
the invention were made mor e freely av ailable. . .

. . 'Yhereyer the contract or ret ain s more th an a non-e xclu sive l icense,
. the J?olicy would guard against failur e to practice the invention by

requiri ng tb at the contractor t ak e effect ive steps wi thin three years
after the patent issues to bring the invention to the point of practi cal
application or to make it avai lable for Iicerising on reasonabl e terms.
The Government would also h av e the r ight to insi st. on the granting

. of a license to others to the ext en t tha t the inve ntion is required fo7­
public u~e hy f!o,ernmentnl r egul ations or to fulfill a health need,
lrrCSpcctlye of t he purpose of the cDn tract . · ..

.. Tho at tached st ate ment of policy will be rev iewed after a reason­
able period of t r ia l in the l ight of the facts and experience accumu-

. luted. Accordingly, there should be con t inuing efforts to mo nitor,
record, and evaluate the practices of the agencies pursuant to the
p ol icy guidelines. .

• . . This memorandum and the statement of p olicy sh n11 be published
. . in the FEDER.-\L J~EGISTER. · · ' . .

' .- JOIIN F. KEXXEDY

ST....TEZlIEXT OF G o n -:r.x)IEXT P ATEXT POI.ICY

BASIC COXSIDERATIOXS

" A . The govc-nment expends Iarge Slims f or the conduct of research
and development which results in a considerable number of inventions
and discoveries.

B. The inve i tions in scienti fic and technolorrical fields resultinz
from work performed under government contrn.~ts constitute a Yalu~
able national r esource. .
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. (b) Ir:(;~l\(' r situ nt ions, wh er e th e purpose or t.iic contract is t o build
up on eXIsting knowledge or tC'('11 n010&)' to develop informat ion,
p rodu cts, proce~scs, or methods ~or. usc by the gon~l'n 1l1e:lt ,. and ~he
work call ed f or bv th e contract IS In ~. field of technology in Wl11 C:h
the coutractor h as acquired tcclmicnl competenc e (demonstra ted by
factors such ns kn ow-h ow, cxpcr icucc, and p atent p ositi on) directly
r elated to an area in wh ich the con t ra clor h:\~; an efitabl islll'd non,r.;oy­
ornmcnt nl commercial posit ion, the contracto r shall normal ly acquire
tho prinC' lpal or exclu sive ]:igh ts throughout the worl d in nud to any
r esulting inventi ons, subj ect to th e gOH'rn nwnt '1cqUl1'lng at. least an
irrcvocnblo n on-exclu sive royalty free l icense throughout the worl d
for govei' lllncnlal purposes.

(c) 1\'here the commercial interests of the con tr actor arc not sufll ­
cicutlv establ ished to be covered hy tho criteria spe cified in Section
1 (b), "a bovo, the dotcrminntion of righ ts slia 11 he made, by the ag\' llcy
lifter th e inven t ion has been iden tified , ill a ma nner deemed most li kely
to ScI'\'(' Ut I} public int ere st (\Sexpressed in thi s policy sta tement, ta J.:ing
p articul m-ly into account the .int ent ions of lhe cont ractor to bl'ing the
inv ention t o the point or com mercial appl ication and the guidelines
or S ection l(a) hereof, lil'ovided that tho agency may prescr ibe hy

. r cgul nt ion special s ituati ons where th e public in teres t in the avail abil­
it}' of the invout.ions would bes t be served by pcrrnitt ing the contractor
to acquire at thc time of cont racting gre,1tel' r igh ts t}wn n non- excl usive
Iiccnsc, I n any case the government shall acqmre at least a non­
exclusive royal ty free license throughout the world f or governmental
purposes. .

. (d) Inthesiination s[J ecificdin S C'dions1(lJ) and1(c),whentwo
:or' more potentiaI contractors are judged t o have p resented proposals
of equival en t merit , willingn ess to grant the government principa l 0 1'

exclusive r ight s in resul ting invent ions will be an additional f actor
ill the eval ua tion of the proposals.

(e) Where th e princip al or exclusi ve (except as ag ainsttlio govern­
mont) ri ghts in au inv ention rema in in the contractor, he sho ul d agree
to provide writ ten r enorts at reasonable intervals, when r equested by
th e go,el'nment, on th~ commercial usc that is being made 01' is intended
to he made of inv enti ons made under government cont ra cts.
~J...H;'U"l}1 TTg j.n~....r ..d.1 ,:\ ."l,.'~.~'''''' ~~~........~l ~~~.& cP......n.J..H·...~v..... . I --""- ...~.r;J"\...~j-- . I"'\l':! .n ......'i' ~nC" f- +l, n t"'l""""'-,.cp·n_

to provide written renoits at reasonable interval s, wl icn r equested by
tho gO\('l'nmen t, on th~ commercial usc that is being made or is intended
to he made of inven ti ons made under goyernment con tracts.

(f) :where the princip al 0 1: exclusive (excep t as against th e zovern­
rnent) ri¥hts in an invention r emain in the contract or, unless the con­
tractor, his licensee, or his assignee has taken effectiv e stcJ?s with in
three vcars aft er a pa ten t issu es on the invention to brin rr th e inven t ion
to the' po int of pract ical application or has made the i,~Yention avail­
able for licensing royal ty f ree or on terms that arc r easonable in the
circumstances, or can shov..- crmse why h e should retain the principal
or exclus ive righ ts for 0. further period of time, the goycrnmen t shall
have the r igh t to requir e the grantil'g of n license .to an applicant on :L

non-exclusi ve r oyalty free baSIS.
(g) m ICro th o principal or exclusive (e xcept ' as acains t the gOY­

ernmcnt.) ri ghts to an invention aTC acquired by the°eontractor, the
government shall have the r igh t to r equi re th e gra n ti ng of a Iicensc"
to an.applicant r oyalty free or 011 t erms that are reasonabl e in the

. circumsta nces to tho extent that the in ven tion is r equir ed fo r public
usc by gover mueutnl reg ula tions or a.smay benecessa ry to fu l fill heal th
needs, or for other publ ic purposes stipulated in the con tr act.

(h) 'Where the government may acquir e the principal right s and
docs no t elect to secur e a patent in a foreig n coun t ry, the contractor
may file and ret ai n the pri ncip al or exclusive foreign r igh ts subj ect
t o retention hy the government of at least n r oyalty free li cense for
gove rnmental pur!?oses and on behalf of any foreign goyernment pur­
su nnt to any exist ing or future treaty or agreemen t wit h th e United
Stat t's.

S EC. 2. GO'"Cl'lU11ent-o,m ec1 patents slIn11 be 111:1 c10 available nnd the
t ec1mologic:;l ncln.nces covere d thereby brou O'h t into being in the short­
.est, tim e p ossibl e th rongh declica tion or liceJ~ing (lncl shall be listec1 in
. omcial gon rmnent.puhlicat ions or oth er wise. _ . .
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Sl:c. 3. The Federal Conneil Ior ::'~l~ie\l('eam}Technology in consullu­
lion with the Department of .Iusticc shall prepare at leas t. nnnunlly a
report, cOllccrnil lg the cfl'cct.iveucss of this 'poliey, including recoin­
mendations for rev ision or m cdificat ion as ncccss.rry in l ight of the
pract ices and d eterminations of the agencies in U1('. disposition of parent
right;; u nder their contract s. .A patent advisory panel is to he estnb­
1ishcd unrlcr (1lC Fccl era1 Couuci l for Science and Technology to

(a) develop by mutual cousult ut.ion am) coordiuat.ion will, the
ngt.'m ics common gl licblillCS for the illlpll'II'cntaii\.11l of this policy,
consistent with exist ing statutes, and to provide. OYer-all gnic]ance
as to d isposi ti on of in ventions and patents in which the government
has any l'lght or in tere st ; and .

(b ) encourage tho acquisition of data by gO\'cl'llment agi..'lh~ics on
the disposition of pa tent rights to invent.ions resul t ing from f~'derally­

financed research and develop ment and on the usc and practice of
s uch inventions, to serve as basis lor pol icy review and devclopmcnt.;
and

(c ) make rcconnucndat.ions lor ad val1cing the usc and exploita tion
'of government-owned domc sl.ic and foreign patents. "

S EC. 4. J)t]fi.n it iOIl8 : As used in this p<;>1 icy statement, the stated
terms in singulur and plural nr c defined as 10110,,\"s for the purposes
hereof: .

· (a ) Governm en t agcncy--inc1udes (my Execufivc departm ent, in­
dependent commission, board, office, ag ency, admin istration, authority,

. . 01' other goycrn111 C'l1t establishment of the Exccut ive Brauch of the
Government of tho U ni ted States of America..

(0 ) "Invention" 01' "Invention or d iscovcry"-includrs any art,
machine, munufucture, design , or composi ti on of matter, or any new
and usef ul improvement thereof, or any variety of plant, which is
or may be pa tentable under the Patent Laws of the United States of
America 01' any foreign country. .

· (c) Co ntractor-c-mcans allY individual, partnership, public or pri­
vato corporation, association, inst.itution, or other entity which is a.
party to the contract.

(cl) Couttact-e-mcans any actual or lH'O]10Sed contract, ar.:n:ement.
· (c ) Contractor-c-mcans allY individual, partnership, public or pri­

vato corporation, association, inst.itution, or other entity which is a.
party to the contract.

(cl) Couttact-e-mcans any actual or IH'o110sed contract, agreement,
grant, or other arrangement , or sub-contract entered into wi-th or for
the benefit of the goYel'llmc.nt where a purpose of the contract is the
conduct of experimental, developmental, or rese arch work.

(e) "l\hde"-when used in relation to any invention or discover)'
means the concep tion or first. ac tual r eduction to prnctice of such
invention in the course of or under 010 contract,

(f) Govcrnmcnl a1 purposc-s-menns L1JC. right. of the Government
of the United States (including any agellcy thereof, state, 01' domestic
municipal government) to practice and have practiced (made or have
made, used or han) used, sold or 1u1.',"(.\ sold) throughout the world
by or on behalf of the Government of the United States,

(g) "To U10 poi nt of practical application"-means to manufacture
iu the case of a. couiposit.ion or product, to pract.ice in the case of a.
process, or to ope-rate in the case of a machine and under such condi­
tions as to establish that the invention is being worked and that its
benefits arc reasonably accessible to the public: . . '

[F.R. Doc. G3-10SSS; Filed, Oct. Lt , 19G3 ; 9 :21 a.m.]

. ~ ., "

'.





8G8 Journa l of ilie Pa t ent OfJir; c Society Ncv

+ From an add ress given by Mr. Latker before th e W ashington C hap ter
. of the Inst rument Society of Ame rica. February I , 1%5.

* Patent Adviso r, Offi ce of t he Director, Nati onal Institutes of Health.
t Contract O perat ions Officer, D ivision of Biologics Standards, Nat ional

Institutes of Health .
1 Rep . Atty. Gen., Investi gati on s of Governme nt Pat ent Pr actices and

Policies, Vol. I, 2 (1947) .

Goucrsimcn t Ltiuolnemcni in I? esearch a,nd D evelopment

It ma y well be, as sta ted by a former U. S. Attorney
General, that the use and enjoyment of a large segment
of our annu al cr op of inven tions by the Government and '
by th e people of the United S tates may depend upo n the
control of pa tent r igh ts arising from Gove r nme n t-spon­
sored r esearch.'

Over the years the Government has acquir ed all right,
title and interest in and to a cons ide rable number of in­
v entions wh ich have or iginated f r om the r esearch and
development activiti es of Government employees, gr ant­
ees, and contractors. To day the Government a ppears
to be, 0 1' is ce r t a in to become. the l;H.~·CSI sinulc O\\'11er
of patents in the countr y. In .I unc 1953 the Gove rnment
owned out ri ght a total of ±,OG1 inventions cove red by
un expired patents, which 's er e under the administrative
control or the va rious g ove mmental agencies. Two years
Jat er th e to ta l had incr eased t o 5,203. Tt is es ti mat ed
that by September 1960 tlle Gove rnment. owned app r oxi­
~l/d(n of {)ili'v~1:11~l'cj'D.ti 'gl>'VeYm jYe?[lalj'~a.{l;1kY0; .'"''''i"V'0c'.J ecd ~

la t er the tota l had incr eased to 5,203. Tt is estimated
that by Septembe r 1960 the Government. owned approxi­
mately 12,000 invent ions covered by active patents. At
the r a te such inventions are being acquire d, i t is con­
servat ively estimat ed that with in tile n ext six year s the
to tal nu mber of p atented inventions wholly owned by
the Government will exceed 15,000 and may even ap­
proach 20,000. By that time, the number of new acqu isi­
tions will be offs et by the number of patents exp ir ing,
and the portfolio will be substantially in balance.

1

1
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Government Us e of Patents

Some years ago a Science Advisory Board, formed at
the request of the Se cretary of the Depar tment of Com-­
merce and comprised of a r epr esenta tive group of our
country's fore most leaders, issu ed a report to the Se c­
retary wherein it was stated :

The patent system of th e Un it ed States was set up originall y to
benefit the public bv ad va ncing the useful arts. It does this
by crea ting a temp orary monopoly, thereby ren dcrinq possible
t he hazardous developm en t of u.ntried in ventions, which would
otherwise not come to fru iti on to add to t he general well -being
a nd increase t he stan da rd of liv ing of the people. I3y its sub-

. stant ial rewards it st imulates invent ion, an d th e assiduous study
a nd per sistent effor t on which invention is based. Th at it ha s
been successful needs no demonstr ati on for its results are all
about us 2 (emphasis add ed ).

We believe tbat the above statement r epresen ts the
-er ux of the argumen t of those in Cong ress who champion
a policy of leaving invention r ight s with Government
contractors r a ther than with the Governinent. Thus,
R epresentative Daddario of Conne ct icut r ecen tly stated,

'Without some form of pro tectio n, i t IS a business axiom that
th er e is lit tl e incentive to develop fi n invention. It may be
argued that if there is a dema nd for a p roduct , business will
in vest , p roduce an d market it . I3ut in the complexities of
modern bus in ess. t his is 110t the case. Risk canita] r P f m i l' p<::
w ere IS nttte m cen t rve to develop fin inventio n . It may be
argued tha t if there is a dem an d for a p roduct , business will
invest , p roduce an d market it. I3ut in the complexit ies of
modern business, this is 110t the case . Risk capital r equi r es
some assurances of its own recovery and a fair margin of profit.
The length y and costl y p roced ure of develop ing and marketing- a
new item demands too muc h cap ital in vestment for it to be
risked withou t some semblance of p rotect ion. Today , of every
twe nty- six new produ cts offered to t he public, only one survives
as a su ccessful venture. :.\Iany companies have gone broke

. bringing out produ cts which either di d no t touch the public's
fancy or appeared at t he wrong time. In addit ion, new pro d­
ucts re main new f or a very short time . 'I'h ey are quickly su c­
ceede d by products of better design and lower price 3 (emphasis
added) ,

218 Journal 0/ Patent Office Society. Report o] the Comm itt ee 011 the
Relationof the Pat ent System to the St imulation of New Ind ust ries (1936) ,
94, 95,

3 Daddario, Govern ment Paten t Policy Legislat ion, A merican. Bar A 550­
ciation Journal, July 1961, p. 671.

t .
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'When the Gov ernment r etains title in inventi ons, d oes
it capitalize in any way on th e monopol y that has been
granted to iU Based on past exper ience, the answer
would hav e to be " no. " The role of the Go ve r nmen t in
promoting technological adv ances it owns and ill cncour ­
aging their exploitation ha s long bee n neglect ed. 'The
Government has, t raditionally, limited its elrQrt s in the
encouragement of exploit a tion to mere ly calling: public
attention to th e existence of patent s and inviti ug any
interested person to exploit the disclosed inventi on wi th­
out charge.

The Government generally offe rs a non-exclusive, roy­
alty-fre e li cen se under its patents to anyone, including
foreigners. Historically, moreover, it ha s not brought
suit against anyone f or infringmen t, and e ms many of
its inventions, when they are put to usc, a r e used bv non­
licensed manuf acturer s because th ey know th ey will not
be su ed by the Gove r nment-owner.

When a patent is no t pu: to the use intended, (/'8 whe n
it is held by the Government and the invention covered
th e1'eby is made available to all, the pat ent has uui little
greater value than any oth er printed disclosure of the
invention 4 (em phasis added) . It is no t difficult to under­
stand that the public benefits much mor e when it can
receive the hardwar e described by the patent than it
i1wention 4 (emphasis added ). It is no t di fficult to under­
stand that the public benefits much mor e when it can
receive the hardwar e de scribed by the patent than it
doe s wh en it is merely given an opportunity to r ead
about the invention. '

Utilization

The primary purpo se of the patent system of this
country is t o stimulate new indust r ies and the expan­
sion of exi sting one s. This has always been an imp ortant
matter, bu t it becomes particularly important as the

4 Watson , Man agem ent of Go vern ment-owned In venti ons, 2/ Fed eral
Bar JO lLT1lal, W in ter 1% 1, 121 at p. 123.
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country concerns itself with economic growth in an ef­
fort to cre ate new job oppor- tunities for an expanding
labor forc e. Al ong this line there is growing evidence
of inter est within the Government in the more effective
utilzn ti on of Government owned patents. President Ken­
nedy 's October 10, 1963 statement 0 11 Government Pat­
ent P olicy 5 foc used on this issue by sta ting: " . : .. the
Government has a respon sibility to foster th e fulle st
exploitation of the inventi ons for th e public benefit."
More specificall!, he st? tcd th;:tlth~ public in tcrc~:,;~ migh t
best be se r ve d- in particular s itua t ions by according ex­
elusive ri gh ts to th e inventi ons to tho se who might th us
be induced to work the invention and pu t it in to civilian
us c.

Of course, it is un der sto od that 'not all Government­
owned inventio ns are alike, and not all exploitation re ­
quires that the potentia l exploi ter be assured of some
exclusive righ ts. The degree of .devclopmcn t n ecessary
to bring the invention to the commercial market undoubt­
edly dictates the ne ed for exclusivity. ,\Yhel" c an agency
is stre ssi ng applied r es earch, perhaps little develop ment
is needed. An agency , such as th o Department of Health,
Education, and W elfare, in the gre at part oriented to ­
ward ba sic r esear ch may have jPotentially good inven­
tions undeveloped because they are not directl y related
to the re s~a:rQ.ll RQ~1i2 '-' 4 6'}(lilinti16C "6t~ tft t en '}J'y~irl oj' lifm"ea~t'O ­

ward basic research may have potentially good inven­
tions undevelop ed because they [ar e not directly related
to the r esear ch goals. Adapti ng th e new idea fo r com­
mercial sale at competitive price~, tooling for p r oduction,
and th e creat ing and sarnplinsr of markets mnv be of no
concern to the Government, but the activi ties are vital
to commercial exploitation, and they require vast ex­
penditures of capital and energy. Almost invar iably,
the cost of t ransforming a completed invention into a

. salable produ ct greatly exceeds the cost of making the
invention i t se lf ." The pro specf of having the a r ti cle
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Novemb er, 1965, Vol . X L VII, No. 11 . 871
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o Federal R egister, St at ement on Govern l 1ent Patent Pol icy, October 10,
1963, p. 10943. .

6 Gore, T cwar d A Sound Nat ional Policy for Disposit ion of Patent
Rights Unde r Government Con tr acts, 2/ Federal Bar journal, Winter
1961 , 105 at p. 115.
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copied soon after 'being introduced in to the market by
oth er s who have borne no such fi nancial burden of devel­
opmen t and therefore can sell at a lower p r ice is not one
cal cula ted to encourage exploi ta tion of many inven tions.
It is safe to say that indu st ry would. r a ther inves t their
capital exploiting their own inventions than develop an
invent ion for wh ich they w ill ha ve no patent p rotection.

T hat industr y requires some pro tection a s an in centive
to the fu rther development of certain areas of technology
may be ill ustra ted by th e f a ct th a t after the 1954 Atomic
J1~nergy Act r emoved many of the liars to patent p rot cc­
tion which had been presen t und er the 194G Act, the
in ter est of priva te enterprise in the p r oprietary develop- '
me nt of all a r eas of nu clea r tec hnology substantially in­
creased. Thus, even though tha incenti ve is somewhat
limited (because Congress 'was concerned lest" insiders"
might secure a monopoly position), it is clear that the
patent incentive has been an importan t f actor in the
development or nuclear techno logy."

F or inventions in wh ich exclusiv ity appears essential
to commercial exploitation, sever al appr oaches are avail­
able. Two of the mo st obvious are (1) to leave title t o
inv entions in the employee, gr antee, or cont r actor who
generat ed them; (2) to pla ce ti tl e in the Government and
late r permit sale of full t itle to some party thought best
suited to rlpv p]{)n tl' D ~ Yl Hml +~ r", 'D " t- t- l,~ ~ , - -, -- -- -. "' ,
rnvontrons 111 the empiovce, g-nmtee, or contr actor WHO

generat ed them ; (2) to pla ce ti tl e in the Gove rnment and
later permit sale of full t itl e to som e party thought be st
suited to develop the in venti on. But these appr oaches
are in con flict with the inc r easing tendency in Congress

, to require that title in inven ti ons gener a te d by re search
be ve sted in the Government for late r dedication to the
publi c. A less obvious app ro ach, which will be discussed
la ter in greater detail, is exclus ive licens ing which would
permit reconciliation of the need to grant some exclu­
sivity with the need to reta in control of title by the
Gove rnment.

, 7 Hamm an , An Appraisal of the Atomic Energy Field After 20 Yea rs of
the Pa tent Ti tle Policy, The Patent , T rademark, and Co-pyright Journal
of Research and Education, Vol. O. F~I I 1962, 377 at p. 407.
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The P reeident 's M emoromdnsm.

'I'h e introduct ory section of the P residentia l Memo ran­
dum of October 10, 1:)G3, speaks to , a s noted above, the
Government 's responsi bili ty to fully exploi t its inven­
tions and the 'way in wh ich the p ublic in terest mi ght best
be served by accord ing. c xcht sive r ights to those who
mi ght be induced to work them. W hen going from the
ge ne ral to th e speci fic, i.e., when one att empts to apply
this policy to health and 'welfare inventions, these
thoughts see m to 10s0, m uch of th eir impact. The imple­
menting section or p oiicy section, a s it is re ferr ed to in
the memorandum, se t:'> fo rth, in ess ence, the rules under
which an Agency or Dep ar tment should leav e t itle to an
inventi on financed with Government f unds to the gene rat­
ing contractor as against takin g t itle to the invention by
th e Government.

S ection l (a) of the memorandum sets f orth four ca t e­
gor ies of research a nd development coiltracts under
wh ich the con t r acti ng agency is dire cted to acquire, or
r eserve the right t o acquire, title in and to any inventio ns
made in the course of or under su ch contract s. One of
the fou r categories of cont ract s outlined in Section l(a )
deal s wi th contract s for exp loitation into fields which
di r ectly concern fhe p ublic health or public welfare. It
is clear that all ccnt r.ict s or grants e-ntered into by the
n o ClP 1-YY'l '-' "Y'l+ ,..,-i! T.T .... _ 1L l. r-, " · - ---~ ~~ ~~ .... .... V' ...... ....... \ ....... ;

deal s with contracts fo r exploitat ion into fields which
directly concern Gle p ubl ic health or public welfare. It
is clear that all ccnt r.i ct s or grants entered in to by the
Departmcn t of H ealt h, E duca t iou, and , Ve]fa re can be
con st rued as falling within th is cati'gory. Section l( a)
con tinues by providing an excep tion to its gene ra l r ule
of obta ining titl e fo r the Gov ernment. This exception
sta tes that the contractor may obtain t itl e after the in­
vcnticn has been identifi ed, where the invention is not
a primary obj ect of th e con t ract, p r ovided the acq uis ition
of t itle is a necessary in cen tiv e to call forth private risk
capit al to bring th e invention to the point of p ractical
applicati on.

A ca reful look at DlIE \V inven tions shows that ne arly
'all ,would have to be consider ed the primary purpose of
the con tract or grant under wh ich they are generated.

I
I

!
I

~--~ . r-.•..,..,..---...-..;~~, -~-,........-- --;-~ •._.:---~ ~-"'-" ' . - - ..~ ..-- :- - ~ -7"---~- -' ----~..... ...- --- - -..- .
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Under these circumstances, Section 1 (a ) offers no means
of p roviding exclusivity, when a dditional development
of the invention is shown t o be necessary.

Section 1(b ) of the memorandum define s a category
of contracts under which t itle to ' inventio ns generated
therefrom may be left to the generat.ing con tr ac tor or
grantee . This section indica tes that wh en the p urpose
of the contr act is to bu ild upon exis ting knowledge or
t echnology to develop information, p r oducts, processes,
or methods fo r use by the Government, and the work
called fo r by the contract is in a field in wh ich the con­
tractor bas acquired technical competence for his own
commer cial purposes, the contracto r shall normally ac­
quire t itle.

It would seem r easonable to conclude that some of
DHE"\V contracts and grants would fall within this cate­
gory. But r ecently the P resident's Patent Advisory
Panel has indicated that if a contr act is defined as falling
within one of the four ca tegories 01' Section l (a) - the
title section- it cannot fall within the category of Sec­
tion 1(b )-the license section. 'I'iiis is t rue, even if the
con tract meet the cr it eria of both l (a ) and 1(1)). In
other words, the sect ions are to be applied consccutively. .
and whe re a contract falls within a sect ion, subsequent
secti ons will no t ap ply.

Where does this bring us ? It appear s tha t e18 memo­
r..q,Ml1}mvt;:1 g. t r.,rD0i,'l'ti"'acyhf}thg ~\.,titl11ri ~a -se dtlon, 'su bseq uellt
sect ions will no t apply.

W11Cre does this bring us ? It a ppea r s that th e memo­
randum de termines wh ether ti tle to an inven tion should
or should not be maintained by the Gover nmen t on the
basis of th e purpose or the contract or grant from which '
the invention sprang. Moreover, it makes no distinction
as to the stage of development th e invention has
reached. For exampl e, if an invention was gener ated
under a contract falling into the ca tegory of S ection 1 (b),
title would r eside in the cont ractor ev en if the Govern­
m ent had complet ely financed its 'res earch and dev elop-

.ment, and ' the inoeniion. w as re ady fo r the market- place.
On the other hand, if an invention were generate d under
a contrac t falling into one of th e categories of Se ction
l(a), title would reside in the Government even if it

- - -- - _ _ .~ .. n. __ ._._• . _ _
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were ShO'\'11- that the iilVC11t10n nee ded fur th er develop­
ment, if the Government were unw illing to finance this
development , and if an incentive were necessary to en­
-cour age the contr actor 10 fu rnish th e r isk cap ital neces­
sary to br ing the invention to f ruition.

The Department of H ealth, E du cation, an d 'Welf a re
has a number of inventions which fall within Sectio n l (a)
,and which can be shown to need fur th er development.
For example, when compound s a r e synthesized by P ublic
H ealth Service grant ees, and th e grantccs suggested
therapeutic utility is confir med bv a screen, title to the
r esulting invention is vested in DEE'Y. It is clear th at
this type of inven tion is not re ady for the marketplace
until it has been licensed ]1Y the F ood and Drug A..dmini s­
t ration. The acquisi tion of such a license r equires the
accu mulation of an ext ens ive am ount of clinical data

-necessary for inclusion in a new drug; application. A new
drug application r equi res (1 ) extensive clinical da ta
along with (2) toxicity data and (3) any da ta. showing
adverse side effects tha t develop in the course of clini cal
use. The Public H ealth Services does, under some cir­
cumstances, aid its organic chemis ts in br inging a po ten­
tia lly therapeutic compound to the point of commercial

. use by financing th e acq uisition of clinical data needed
to suppor t a new drug- application. But in most situa-

tiaTly U{~fc{p e~ti~ j.co~~p;l;d(l- to--tlie'pain t ;f'c;'m~e;~ial
- use by financing the acq uisitiou of clinical data needed

to support a new drug application. But in most situa­
tions, P H S 's ability to aid its organic chemists is limited
to the funding of the actual synthesis of the compound,
providing or aiding in ol.taiuing sc re ens des igned to dis­
tinguish possible useful rr cm non-useful drugs, and pos ­
sibly providing a small p ortion for the clini cal data. 'I'he
PHS-snppor ted scientist who possesses a comp ound with
a po ten tial utility, and who 'would like to have it brought

\ to the point of comm ercial use, finds , in most cases , that
only the drug industry is able to accumulate all the data
necessary for licensure.

. But the drug industry has r efu sed, thr ough th e Phar­
maceutical Manufacturer's Association, and, in some in ­
stances', individually to collabora te with our scientists

~ ty

.ns
mt

rry
:ed
or

ise
or
es,
rrk
on-
wn
ac-

of
.te-
rry
mg
the
.ec-
the
In ,

ely,
ent

no-
lll,!en

no-
uld
the
.ich
.ion
has
ted
'b ), ,
~rn-

:op-
we. \

del' : '
.ion
[ it

N oucniber, 1% 5, V ol. XLVII, N o. 11 875



876 Jo urnal of the Patent Office Soci ety N ovember, 1 9

in bringing their drugs to the: po int of p ractic al applica­
tion wi thou t some guar antee of exclusive pate nt rights
to compensa te and p r ote ct their investment. 'I'h is inves t­
ment ultimately may amount, on the aver age, t o between
$200,000 and $500,000. UncleI' p resent departmental
policy, the P r esi den t 's Memorandu m , and a 1024 A t tor­
ney General's decisio n," the above gua rantee .cannot be
given. This situa ti on r esults in a serious loss of incen­
tive to invest in the perfection and marketing of inven­
tions supported by the Public Health Service . .

Exclusive Licensing ,

If the Governmen t is to r equire that titl e to he alth and
welfar e inven tions reside in the Government no matter
what stage of development the inventi on has reached,
then the Dep ar tments and Agencies should be p ermitted
t o grant exclu sive licenses as an incentive to draw f orth
the priva te risk capital ne eded to obtain publ ic promotion
and uti li za tion of these inve ntio ns.

In any situation wher e it appc.ns tha t non-exclusive'
li censi ng' is ineffective to bri ng' a Gover nm ent-owu ed in ­
ve ntion to the po in t of p r ac tical application and C0111­

mcr cial usc and whe re the A gency determin es t 11;1 t such
act ion is necessary in the furth erance of its m ission, a
Depar tm ent or Agoncy should be able t o grant exelusive
licen ses. Naturallv. anv such lic enses would conta in an-
n1'J1 Y\1 ~ ; "' + A f- "' ..... v- .... - J... . ... , (l'" - ' . ,) ---~.: \,.-.. ..... v ..... .....l..1lJl .l C;:, tli d l ~UCll

action is necessa ry in the f urthor.mco of its mi ssion, a
Depa r tm en t or Agency should be able to grnnt exclu siv e
licenses. Natur all y, any such licenses would con ta in ap­
p r op ri a te te rms to safeguard th e int eres t of'tho gene ral
public, such as march-in rights '\V!lCl1 i t is det ermined the
licensee is not fulfilli ng the public ne eds, and a p r ovision
insuring some peri od of un rest. ri ctcd availabi litv to the
general public after the exclusive licen sing pc r iorl and be­
fore the patent exp ires. On the other hand, the purpose of
such licenses is to obtain uti li zat ion of inventions which
mig-ht ] , fJ t. otherwise be used and thcrcfo ro tlrey should
be designed to hold f or th sufficien: in centives to encour ­
age pr ompt development and utiliza tion of the invention
in the civilian economy. F or thi s r eason , the lic ens es
need not include a requir ement lor the p aymen t of ro y-

, ~)4 Op. A tto rney General, 320, 323 (1924) .

__~,~_ _ __ ,.-~, ~._.....,;v_ - - -..; --:orr-. -". - -...:-:- - _ .•._ .-
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altics t o th e Gov ernment, no r the req ui re ment for the
"grant-back" of a license f or inventions made by the
licensee in the course of his developmental work.

In DHE\V, a p olicy enabling the grant ing of exclusive
licenses in order to better f ul fill its mission has been dis­
cussed with inte r es t. In appears the ini tiation of such
a policy is imped ed by cer tain stateme nts in th e above
mentioned 1924 opinion of the Attorney General ' s ; those
statements have generally been interpr eted as h olding
that agen cies mav not grant exclus ive licen ses under
Government-owned patents "withou t specific statutor y
author-ity."

In order to r esolve this problem, it has been suggested
that the Department of Justice be appr oached fo r a r e­
evalu ation of the 1924 de cis ion. It would be argued, at
that ti me, that t o stand by the in terp r eta tion of the de -

. cision is damaging to DH "2"V ',s mission. If th is fa ils,
the Department alternatively could ap-pr oach Congress
for statutory authority to ~::r ::mt exclu sive li censes. This
authori ty now exists in );ASA and TVA, and such au­
thority may :be of greater importance to DH E\V than to
eit he r of th ese two agencies du e to the public health and
welfare aspects of it s inventions.'?

If an active exclusiv e 'l icens ing p r og r am is t o be under­
taken, it sh ould be C01H1 u(' ~ed on n sound bus iness-like
basis an rl tl' p. V;:I1'; rm,,- ·r1", n:;" I'''· " 1, ,,,__1 ., , . -

C · .2.~ .sV J ~ vP'VV UQ V .J... J.l.ti:::l J.lvedL Vl!;::) .

If an a ctivo exclusive 'l icens ing pr02,T;1ll1 i s to be un der­
taken, it should be C01H1uc<ed on n sound bu siness-like
basi s an d the var ious func tions should be performed by
qunl ificd personn el. T h is would requi re the expenditure

I) Ibid, also see 38 On. /1i tor HeY Gcnercl , 534 ( 1036) .
10 The possib le need Ior exclusive licensing autho rity in th e vari ous

agencies has been brought to Congress's a t ten tion . T hu s, in a 1959
prelim inary repo rt the Senate Subcommi ttee on Paten ts, Trade marks, and
Copyrights sta ted :

" In prior sessions , Congress has considered the quest ion of licensing
Go vernment-owned pat ents. bu t no comprehensive legislation has here ­
tofore been enacted on th e: su b ject. There is a growing nee d wit hin
the Govern ment fo r aut horiry to grant exclus ive licen ses in appropriat e
cases. For thi s reason the subj ect sho uld receive serious considerat ion
at t his tim e." Patent Practices of the Governme nt Pa tents Boa rd ,
"Prelim inar-y R epor t 011 the Sub com mitt ee on Patents, Trademarks ,
and Copyrights, United Sta tes Sena te, 86t h Co ng ress, 1st Session, 1959,
p. 35.

.. ..
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of p ub lic fund s both initially and .muually , w ith r eturns
bei ng only of an in ta u eililc " puhl i (~ in tc rcst " na ture un ­
le ss royalties wor e collect ed,

Such a p rog r a m wou ld ccrtninl y iu cr case th e: mnn­
bel' of Governmen t-own ed patent s, f O J' unless the Govcrn ,
m erit held p atent righ ts it would ktn n oth in g t o gra n t .
Fewer waiver s cou ld be expeC't c'il ( wl l( ~ rc the agcncv has
th e authori ty t o waive iL; r igh ts to title in th e inven t ion
upon certain fin d in gs ), ren d m ore p aten t a p p lication s
would be filed to support this p ro g ram. Ou o wo uld be licsi­
t a n t to let an inv en t ion go by unpa tent ed arid thus p er - •
hap s r em ain un develop ed, wh en, by pnt cn ting, the invcn­
t ion mi ght bocom o an imp orta n t part of a Iiccns ing 1'1'0 ­

g ram which w ould resul t in co rumo rcin l u t il iza t ion of the
invention. This all a dds lJ p to grcat or Feder a l expcn di ­
turcs of money , time, H1~d mo r e pe r sonnel,

Bnch indivi d ua l pa te n t would he asses sed and eva lu­
ated t o determine th e commer cial u t il iza tion potentia l
of the paten ted iTl \'oJ1[i01 ~ .

An a dequa te p uhl ici tv rmd promotional p rog ram w ou ld
h ave t o be d ev el oped, u tilizing Governmen t publ ica t ion s,
scien tifi c and p rofessional journals , di r ec t m a ili ng , and
p ersonal con ta cts,

T h e selection of lic ens ee s would r equi r e close a ttcn ­
tion and inf or m a t ion w ould 110 0(1 t o be assembled on
q ual ified p rospects ill va r iou s iud usrries .

'The n egoti a tion of cxclusivo ]jc C'J1 'iCS wou ld h [1\=e to he
, J ' .... .. ., . --- _ _ ....... . H ...... . "- ... ... ...... ...1\ f.. 1.. ..... '-' v l V'."1,\::' <.t L L\...· l l -

ti on and inform a t ion would n eed t o be assembled on
q ua lifi ed p r ospects ill va ri ou s industr ies .

'The n egoti a tion of exclusive ]jcC' J1.'iCS would have to 1) 0

con d uct ed car efu lly . I.n th e J!n 'pa J'a tion of lice nsing
agroom en ts considerati on should be glven to cr oss-liccns­
ing and pa t en t po ol pra ct ices p reva len t. in ce rtain in dus­
tries.

Provisi on would have 10 be m a de f or the po lic in-r a nd
.p r osccu tion of inf r inzcrs, and ulso for th o av oida nce
of infr in gem cnt sui t s aga inst the Gove r nmen t. I n con­
n ection wi th the latte r, an adva ntago of h aving a uthority
to e;nmt excl usive lic enses is th at tI18 agenc ies would be
able in certain ca ses t o av oid or set t le snits fo r inf ri nge­
m en t a gain s t theOo\'or nm ent by ent er ing into C1'OSS ­

licensing agreem en t s.

__ ._ • .. . . __ .~ _ _ _., ." ..,.. . ' ,. y- - -e- .-. -
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Thc Public Healt h S ervice A ct of 19-1:± contains many
r ef er ences to making availabl e to lhe public th e r esu lts
of research. Th e m iss ion of l h (~ P fT S is to incr ea se the
amount of bio medical kn owl edge uv a ilable up on wh ich
the practi cal bett erm en t of lnnnan h cul th ca n hc based
- the ai ms of the l'ose'a rch are not achieved un less the
ben efit s of F ederal spending is av ailable to the pub lic.

Conclusion

Because the emphas is of DUE",V is on basic r ~sca rch
a s opposed to de velopmental wo rk, because gr ea t ex­
penditures of effor t and financ es cha racter ize the devel­
opment of new cln":,,,; ;,; :111 c1 med ical iust r um cntation, H11C1
because no ot her field presents moro "a rgent Deeds for a ll
products to be br ought to ,1 po in t of u tiliza tion, study
should be given t o an y p ossible mechanism off er ing'
promi se as an inducemen t for the developme nt of the
produ cts of r esea r ch. E xe1usive l icen sing of p aten ts is
on e mechanism for ach ieving ihe highest po ssible r a te
of u ti lizati on for PHS te chnology.

The public Health S ervice is :,p ending appr oximat ely
$1 billion ye arly on r esearch ;,net development. T he
majority of the knowledge and inventions p roduced h:'
this program a re di sclosed to the public th rough puhl i­
ca tion in the hope tlia t it will he exploit ed for pr acti cal
applica tions. It is our hope that gTe8tor incen ti ve s can
l;111.gr.J'!r~%'~ n~l/'Ul (;' ''l'i'~;'UJ :''e cY Lb ~fJ1C' \)lib'Ii: c 't'bJ·oi.lgh pui>l i­
ca ti on in the hope that it will he explo ited for practical
applica tio ns . It is our hope that gren tor inc en t ive s can
be developed to in sure th e use of all va luable discoveries.
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