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Dea r I\!.1r . \ ';:h it t ak e r ;

At our last meet ing, Mr-, T enn ey J ohnson sugg es t ed a unifo rm patent
policy for u tilization in Hem o f th e v arious policies now empl oyed
by t he depar tment s and agencies of th e :'C'x c cutiv e . It i s my un der ­
stan ding t h at this policy woul d permit a contractor Q fir s t option t o
owner-ship of a11 inventions generated 4"1 performance of Gover nment ­
funded r ca e ar-ch , s ubject t o review by a Government boa rd upon
reques t b y a n or ganizat ion which had been r-e fus ed a non - exclu s ive
license by a contr a ctor holding title to s u ch an invent ion . I am
inclin ed to b el i eve th at Ivlr. J oP.nson ts s uggest e d policy would satis ­
factorily s ol ve the proble ms artsing from th e pol i cies now im pl em ented
by the different departm ents and agencies of th e Exe cutive. How ever-,
I b elieve th a t any detailed s tatement r-ecommending irn pl ernentat ion
of Mr . .Johns on ts propoa al should inclu de statements on the foflow tng :

L Sc op e o f the n on-ex clus ive royalty -free licens e r-e tain e d
by the Cover-nment ,

2 . F x t en t to which domtnating cont r- actor backgr-ou n d rights
wifl b e s ubj ect t o compulsory lic ense or Governm ent disposition.

3. 'I'lle ab il ity to t r-ansf er- 821 excl ua i ve mar ket ing l~ ig'ht In
situ at ions wh er e th e inventing cont r acto r "j]!fl s h es to license th e inventicn
r ath er th an dev el op an d market itself.

4. \ / h et h er univer-a i t ies and non-pr ofit or-g aniz ationa will be
t reated diffe rentl y fr om. co m m ercial c oncerns .
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My own i deas on. the above are as follows:

1. The s cope of the license retained by the Government should
specifi cally ex clu de state and municipal gover-nments , To expand the
scope of the license to s t at e and muntctpaflgovernments i s tantamount
to retaining title in the Governm ent in situations wher e the m ark et for
the Invent ion will be s ubstantially Gover-nment or-g aniz ationa, Invent ions
involv ing sahne water .. education. and poastbly phar-maceuttcal.s m ay
fan within this c at egor y . To ext end the s cope of the license retained
by the Go ver-nment to incl ude state an d muni cipal gov er nm ent s coul d
defe at th e purpose of the proposed policy as it r el ates to the abov e type
of invention.

2 . ·... 0 r emain silent regarding contractor ba ckground rights will
pr obably result in a situat ion wherein an organiz at ion which h ad been
refused a non - excl usive license under an invention gener at e d with
Gover-nm ent funds wil1 ask the Board to not only require Hc enstng of
thai: invention, but of a dominat ing b ackground invent ion. With the
thr eat of th is contingency ever vpr-eaent, the e ffectiveness of the pr o posed
policy m ay be undermin ed. A ccor dingl y" it is sugg es t ed that the
proposal r-ecommend that the Boar d have no authority to r e quire licensing
of dominant b a ckgr ound invention.s .

3. My only cr ittctsm of the pr-opos al as presented by Mr , Johnson
is that it does not pr-ovide any guar-ant ee of mar-ket ex clua ivtty, Whi'le
this may not be important in a s i tuation wh er e the inventing contr-actor
int ends to develop and mar-ket the invention itsel f, I ani o f the opinion
that the l a ck of guarantee of some excluetvity will be a major deterr ent
in t he transfer of technology from one organization to anothe r . Thus,
in t hose s ituat i ons wh er e a com m ercial organiz ation chcoaes to licens e
rather th an mar-ket , or wher-e a university or non - profit organization
m us t license du e to th eir lack of manufactur ing capab ilftres , the inability
to tr-ansfe r a period of mar-ket ex clus ivi ty will n eg atively affect a
pros p e ct ive Itc enaee rs inclination to provide the r i sk capi tal n ecess ary
for further devel opment of Gover-nment - funded inventions .

S OXl'"lC depar-tments and agenci es of the Cover-nm ent h av e initia ted policies
under which un ive r s i ties and nor::..:--pr of i t oz-ganizat tons a r e p er m itt ed
to guar-ant ee limited per i ods of e xcl us ivrty under Gove r nment -funded
invent ions to their licensees . To adopt the pr-opoaal without modification
ma;y be a step backward as it rel ates to tr-ans fer- of technology pr-obtcms ,
1."1. or de r to res olve this
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proposal b e amended to provide contractors with a lim ite d pe r iod
of mar ket exclus ivity wh ich win be trans ferabl e to licensee s . The
board, of cour-s e, wfl'l not be abl e to require non-exclus ive licensing
during this period.

4. It m ay not be in the public int erest t o gr ant a fi r s t option to
inventions generated in performance o f Government-funded res ea r ch
to universities and non -profit organtzations withou t first reviewing
thos e or-g aniz attons ] patent management c apabfl ittea, Whtl e it c an be
expected that m ost commercial concer ns will have an established
pro cedure fo r ident ifying" reporting, and administ ering invention s , the
s ame capabilities cannot be presumed to exist at all universit ies 3..nd
non -profit organizations . It may bet t e r' s e r ve the public int eres t
in situations where a university or non - pr ofit or-g anization has no
patent administration capabilities to r etain t itle in t he Government.
It is r-ecommended that the pr oposal pr-ovide fo r a s ystem of Gover-nment
review of a univer s it y or a non-profit or-ganlz at ion ta patent management
capabilities pr-Ior to permitting such organization a first opt ion to
r-etain title to Inventione generated in performance of Government ­
s ponsored research..

Norman J. Latker
Chtef, P atent Br-anch

DREW lOS / OGe IBAL NJLatker:dyw
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Mr . Homan C. Braun
Chairman, Study Group No. 6
Commission on Government Procurement
1717 H Street, N. W.
Washington, D. C. 20006

November 11, 1971i
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Re: Report by Task For c e # 1 of Study Group #6
Commission on Governme n t Procurement.,
Al location of Rights to Inven t ions Made
in the Performance of Governme nt R.esea.rch
and Developme nt Cont ract s a nd Gr ant s

Dear Mr. Braun:

Attached i s the Fi na l Report of Task For ce #1 of Study Group #6
which we r -es pe c tfu Ll.y s ub ra t t wi l l p rovid e s ome new a nd pr a ct i ca l
solut ions f o r the allocat i o n of gove r nme nt contract p~tent rights .

May I t ake this opport uni Ty t o thank each of t he membe r s of Task
Force # 1 f or the ir c onscien tious , d i l i gen t a nd ob j e c t i ve effor t s
in arrivin g a t t he conc lus i ons set fort h therein. It has been a
gre a. t :B2:9.a sur e to me t o s € r- ve with a ll of t hem a nd I have Le a rri ed
a grrr~t ,<le a l f r om t he vario us v i.e wpoi.n t s and e xp e r t t s e of t he
memb 'rs of this wide l y- ba s e d group _ We a re espe c i a l l y gra t e f u l
t o M. . Norman ,J . La..cke r of HEW who labored over numerous dr af ts
of the report. Wh i le it has not bee n possible t o r e s o l ve some
of the details of the problems which we da s cuse ed , I be l t eve the
report reflects t he gene r a l conce nsus on the more impor t an t
items. It also enumerates a f e w of the other features which
still require specific resolution.

The primary miss ion of the Commission and the Task Force is to
provide recommenda t i ons to Congress f or possi ble l e gisla t ion,
which ma y i nvo l ve ext ens i ve hear ings wit h r esu ltant l on g-t ime
delay . The ma j ority of t he Task Force be l i eve s t ha t t he question
of allocation of patent r i ght s under governmen t cont r ac t s is a
long-~tanc1i n g one which has not been s a t i sfactorily reso l ve d by
the t wo Pres ide nti al ~emoranda on Gov ernment Patent Policy or by
the piecemea l pa tent l egislation p r e vi ous l y prov i ded by the
Congress. We a l s o have been very awa r e of t he vast di f f e r ences
between such stat ements or legis l at ion and t he spe c if i c impl e ­
mentations thereof by the many gove r nment age ncies whi ch have '
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been given wi de discret ion o r o n ly \G r y b r oa d policy cr1Leria .
Eve n different d epartme nts in the s a me a gency have had quite
different pol icies and procedures .

We have attempted t o pr o v ide a mu c h more simplified and equitable
p r o c e d u r e a nd po licy f or resolving s u c h questions at the more
appropriate times whe n max imum r e levant information is a vai l a b l e
t o both t he Government and its con tractors . We have been
c ognizant o f the attempts b y Congre s s and the Exe c u t i ve to reduce
government red tape and have attempted to provide mean s whi ch we
b e l i e ve wi l l s ave a great deal of pres ently-wasted eff ort i n
negotiat ion and a dmi nis t ration. Contractor participa tion i n R&D
cont r a c t i n g is encouraged.

We respectfully s u bmi t that the essential features of the r-ecom­
mended poli c ies and proced ur es could jus t a~ we ll be i mple me n t e d
by Executive Order u nder e x isting powers and legislatio n. Mu c h
e a r l i e r and more efficient a nd uniform administra tion cou ld be
prov i d e d with con s iderable ma n p owe r and t a x s a v ings . We r ecommend
t hat a copy of this report be f orwarded to the Committee on
Government Patent Policy under the Fe d e r a l Council f or Science a nd
Technology for c on s i de r a t i o n . We a l so submit that any such
s olutions c annot be reached solely by consul tation between t he
various executive a ge nc i e s J but must include resolution of the
prac t i c a l considerations encountered by industry in i t s att empts
to serve the Government and public interests .

We reco~~end a ' ge ne r a l policy wh i c h wou l d utilize a single
gove r n me n t - wi de Pa t e n t Ri ghts R&D contract clause . It wou l d prov ide
"exclusive commercia l ri ghts" in contract i nv e n t i ons for a pe r i od
of three years a fter issuance of a paten t thereon to the R&D
contractor, whi l e providing the Governmen t a non-exclusiv e ,
irrevocable, royalty-free, worldwide license for all f ederal
g overnment purpos es. Such a c t i o n wou l d provide ease of adm inis­
tra t i on of patent matters at the time of c ontracting . It should
also provide f or more widespr.ad and effective c o n t r a c t o r
participation in gove rn me nt R&D cont r acts, especially by the
portions of i n d us t r y having large commercial investment, patent
interests, and e xpertise in the r e l a t e d field, who could be s t
p r ovi d e the Gov e r nme n t ' s needs. The con tra c tor would b e granted
the initial period of exclusivity, since he would general ly be t he
ent ity most likely to utilize, or license, the invention to provide
n e w products for pu b l i c use. In order to maximize competit ion i n
t he comme r c ia l mar~ets and the broadest possible utilization of
the i n v e n t i ons , the Government would have the right, after the
init ial exclus i ve period, t o acquire~ o r require, such a dd i t i o n a l
r i ght s f or itself or f or others as wou ld be necessary a nd equit­
able.

We beli e ve that t he vas t negotiation e f f o r t now wasted both in the
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Government and in industry in decidin g the disposition of patent
rights at the t i me of cont ractin g could be eliminated. Mu c h more
realistic effort could be expend e d on a greatly reduced scale by
consideration of patent rights wh e n the real i nterests of the
Government~ the Contractor , and the public are better defined
with respect to a relatively few s pecific inventions of real
public interest. Such a solution wou l d be much superior to
resolution of patent rights on an uninformed basis of supposedly
relevant broad technical fields or a gency missions prior to the
time of contracting. It also always offers an acceptable degree
of patent protection to the Contractor at the time of contracting.

Instead of resolution of patent rights according to the discretion
of the individual agencies, we believe that issues arising under
the general policies should be s ettled by an unbiased Board of
Revi ew comprising a permanent chairman and secretary~ and expert
members selected from a panel r epresenting gov ernment , the pu b l i c
and industry. In unusual circumstances~ preliminary appeal could
be made to the Board by an agency believing that a special
situation is involved in a particular contract. It is contemplated
that no blanket deviations should be authorized by the Board.
Prospective licensees under government contract inventions also
would have the right of appeal to the Bo a rd in the e vent they were
unahle to negotiate suitable licenses with the contractor under
government contract inventions. Prospective c ont r actors c ou ld
appeal unreasonable Agency actions or demands.

'I'he Task Force has differing views on whether "exclusive commercial
rights" to the contractor should involve "title" in contract
inventions or "exclusive license and sublicense rights" to the
contractor~ all subject to the Government's license for govern­
mental purposes. We recommend the solution of such details by
the Congress~ or the Executive, depending upon the specific
means in which our recommendations might be implemented.

We also submit herewith a Minority Report submitted by James E.
Denny, Esq.~ a member of the Task Force~ who believes the present
government patent policy should be adequate. Mr. Denny's report
comments favorably on some of the features, including the Review
Board) of the Majority Report, while questioning the desirability
of other features. He concludes by stating that he considers
the Majority policy to be an alternative he could s u pp o r t .

We are not forwarding herewith the numerous background items
listed in Appendix A since Study Group # 6 already has this
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mate r ial . However ~ ~e a r e f orwarding Appendix B whi c h inc l ude s
s ome a ddit ional b a ckground items o f current importance which
may assist in eva lua t ing our r e po r t .

If Task Force # 1 can be of furtt~r a s s i s t a nc e , please do not
hesitat e to call upon us.

Very truly yours ,

J. L. Whi ttaker
Chairman

cc: Members of Task Force # 1
G. D. O'Brien, Esq.
O. A. Neumann , Esq.
Leonard Rawi c z, Esq.



REPORf BY T.IlSK FORCE NO. 1 OF STUDY GROUP NO. 6 OF TIrE Co.W·USSION ON GOVEHN]\!Errr

. PROC1JRE1'.lE:\7 ON 1HE ALLOCATION OF RIQITS TO I}f,,'ENTIONS HWE IN TIlE PERFORMANCE

OF GOVERNI\1ENT RESEARGI M1) DEVELOPMENT' COl\rrRACfS AND GRAJ'ITS

'mE TASK FORCE AJ\JD ITS }\SSI~lEl\rr- -
The Task Force was ass igned t o consider the proble~s involving

allocation of rights t o inve ntions made in the perfonnance of gOVE:lTI­
ment research and development cont r acts and grant s . (Th e terms "rights
to inventions" or "invent ion rights" should be lmdeTstood to include
"patent rights" when patent applications or pat ents ar e involved.
Further, the t enns "contract (s) " or "cont ractor(s) " should be under­
stood to hereinafter include, respectively, "grant(s)" and "gr antee t s ) If) .

The membership of t he Task Force consists of individuals chosen
for their patent expert ise from goverrunent , industry, wlivcrs i t ies
and the private bar . In an effort to obt ai n an obj ective view,
each r eprcsentat ive was r equested t o pr esent hi s OhTI views and not
those of his empl oyer.

BACKGROl.JN1) MATERIALS

During the deliberat ion of issues presented to th e Task Force
it took into cons i deration a number of fac tor s , i ncluding the
experience of its r.1cmbershi p, Prcs jdcnt KenneLly ' s and Nixon 's
Stat ement of Patent Pol icy <Ind t he cX'jJeriences thereunder , exis ting
legislation, Execut ive and Congressional heari ngs and re ports,
regulations of the Executive, and hearings and invest i gat ions of
~~is Commi ss i on and other private groups . A bib liography listing
an extensive wnount of literature generat ed by the debat e over al l o­
cation of invention right s is atta~~ed as APPE~IX A.

niTRODUCfION A'm HISTORY

The rapid increase of government -funded research and develop ­
ment since the end of Wor l d Wa r II to the level of IS billion
dollars in fisca l year 1971 has focused at t ention upon the adequacy
of government policies governing the disposition of inve ntions nlade
by contractors in perfotTIlanCe of government contracts.
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During the early stages of the expansion of government-sponsored
research and development those departraerrts and agencies of the
Executive most affected issued Tcgulations making disposition of
inventions between themselves and their contractors. In the main,
such policies provided for either (a) a first option to title in
the contractor with a royalty-free license to the government for
governmental purposes or (b) title in the deparWlent or agency
with a nonexclusive license to w~e contractor for commercial use.
The former policy was bes t exemplified in the Department of Defense
patent regulations. The Department of Defense has stated that this
policy satisfied their needs since it gave the government as a
IDinimL@ the world-l~ide right to utilize all Department-fwided inven­
tions for governmenta.l purposes. TI1e latter policy was best exempli­
fied in the patent regulations of departments and agencies whose
research and development mission is directed toward generating results
that might be useful in the civilian economy.

As the issue surrounding the allocation of Invention rights
beca'TIe more pronounced,~he Congress acted to provide statutory
guidance. This guidance took the form of individual statutes whi.ch
covered inventions evolving from a portion of or an entire depart­
ment or agency's research and development program.

The language of the statutes reveals no consistent intent on
the part of Congress to provide a uni forrn government patent policy.
To the contrary, the stRtutes provide in some instances for title
in the government and in other instances direct the department or
agency to take into consideration the equities of the contractor.

An attempt to moderate the controversy revolving around the
different statutory and rcgulatory patent policies eventually
resulted in President Kr;rmedy! s October 10, 1963 Nemor-andum and.
Statement of Government Patent Policy. This Statement was the
first effort by the Execlitive Branch to resolve the allocation of
invention rights issue on a government-wide basis . President
Kennedy I s Statement is based on the assumpt i on that no single
disposi tion of ownersh.ip could acconunodat.e the different: missions
of the various government agencies. Thus, the Statement indicated
as one of its objectives, fl •••• a goveI11l11ent-wide policy (subject
to statute) on the disposition of inventions made tmder govemment
contracts reflecting common principles and objectives, to the
extent consistent with the missions of the rcsncct ivc aQcncics. fI

11JTiCIerlining·--::tnJ parenthCfl(~iT c Iause ad(r6~r.}j\cconling1Y, the
Statement left to the various dcpartmcnts and agencies the deter­
mination as to whether their prior existing policies were consistent
with the intent of the Statement.

- 2 -
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On August 23, 1971, President Nixon issued a revised Memorandum
~~d Statement of Govenlment Patent Pol i cy . Tne re vised Statement
left unaltered t he bas i c principles on the allocation of i nvent i on
rights set forL~ in President Kennedy ' s 1963 Statement. Hmvever ,
the revised St atement does provide for additional authority in L~e

departments and agencies (not otherwi se restrained by statute) to
grant exclusive rights to contractors in identified inventions to
which the government has either retained a first option to t i t l e
or has already taken title. 1bis authority has been previously
exercised by some of the departments and agencies upon a contractor's
petition for title at the time of identification of the invention
or through the granting of exclusive licenses to interested developers
under government-owned patents.

As of this date, the departments and agencies have the authority
under the revised Presi.dential Statement or under s tatut e to take
title or license in the government; delay determinat ion of o~mership

until identification of the invention; or grant excl us ive licenses
under goverrunent-mmed patents. Since issuance of President Kennedy ' s
Statement, most of the uepartments and agencies have been increasingly
utilizing var i ous combinations of these mecharri sms of di spos i t i on.
A contract clause reserving title to the government is generally
utilized when the contract relates to certain t echni cJ I fields or
missions and less ofte:t under other specif ied conditions. Only in
the absence of such fields 0 1' conditions and pr ovid i ng th e contractor
can establi sh speci al expcrt i se , f acili t ies ; patent. pes i t i on , etc.
does the government utili ze a contract c l ause permitt ing the contractor
a first option to title to inventions \v'hich may arise in performance
of the contract. Clauses which defer dctennination until identi fication
of the invention are generally used when neither tile criteria for
a title or license clause are clearly met.

Notwithstanding the issuance of the 1963 Kennedy Statement
of Gove~~ent Patent Policy, Congress continued to provi de guide­
lines in the form of individual statutes as new research programs
were initiated. The Task force is of the opinion t hat President
Nixon's revised Statement will probably not- deter similar statutory
enactments.

(For further detail concerning the historical devel opment of
government patent policy prior to President Nixon ' s re vised Statement
see "Remarks of James E. Denny Before the Intellectual Property
Rights Seminar, Smithsonian Institution, April 7 , 1971, If APPEl'mIX B )

ANALYSIS OF CURRH,11' mVEN~lEJ".rr PATENT POLICY

The Task Force, after reviewing the different statutory and
regulatol~ patent policies under whiw~ the depar~ents and agencies
now operate, was critical of a number of aspects of the policies'

- 3 -
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overall i mpact. The Task Force believes that some of these criticisms
would be i nherent to any government-w ide policy whi ch permi ts
Congress or an 1·nCl)~-V- " _1_._- , 1_. ~ ~ _ 4--·~n~ ,, ~. agency +" es t ab l i sh an' U·l / U~-v 1 1. J..l.lU <.1-.1 \..!.C }i o.. .L L.1H lo:,; l '-- VL 0 5 .... ' J. ....v ~1. ~ l .l

impl ement policies f or such department or agency di fferent from
ether department or agency pot.i c i es . The following were cons ider ed
to be the most impor t ant areas of concen1:

1. The existing patchwork of statutory and regul at ory
policies under ~vhich the depart~ents and agenci es now
operate does not afford government contractors , who deal
with multiple depar tments and agencies , th e degree of
predictability of m\~ership of r esulting inventions and
the eas e of administration one coul d reasonably expect
wIlen dealing with a single ent i ty such as the Feder al
Government. In addition to the difficulties enCOlLTltered
in mastering t he multiplici t y of differ ent depar t ment
and agency polici es , the admini strative burden now imposed
on the contractor to establish hi s equities in i nvent i ons
that have resul t ed or wi ll result f rom his government ­
sponso r ed resear ch is out of proport i on t o t he total
number of economi cal ly s i gni f icant i nventions
generated. It is fur t her noted th at L~e burden on
the cont ractor to es t abLish these equi t i es al so
creates an admini strat ive burde n on the govern -
ment to review t he cont r actor 's position . The Task
Force believes t hat a government patent poli cy should
provide for predictabi l ity and eas e of admirri s t ration
on the part of both the contractor and V1e government
wherever possible.

2. 111e Barbridge House Study on Government Patent
Policy indicated that in cer tai n situations tl1e retention
of exclusive cormner-c i al rights in the contractor "will,
on balance, promot e utilization better than acquisiti on
of title by Government". It is axi.omati c that those
departments mld agencies that retain title to all inven­
tions gener ated by their programs for dedication or non­
exclusive licensing, by pol i cy deci s i on or e lr ough statutory
direction, are prec luded f rom ident i fying those inventions
best retained by the contract or. The Task For ce believes
that a government patent policy should encourage commercial
utilization of government-fllilded inventions. It was al so
noted, however , that a.~y pol i cy should contain pr ovisions
which would pr eclude anticompetitive consequences which
may result from an excessive period of exclusivity in a
contractor.

3. Under pr esent policies, the Task Force believes
there are instances in which V1e contractor , knowing
he will be unab l e to retain exclusive comnerc i al rights
to inventions generated under a pr oposed contrac t , wi Ll
refuse to participate in a government program because of
jeopardy to his privately financed conmercial position.

- 4 -
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With these goals in mind, and wiLh t he expectation t hat the pol i cy woul d
resolve a nunmer of separ ately posed and related issues, the Task Force con­
sidered and agreed on t he following i n making its pr oposal:

1. The Task Force agrees , as did ~~e Preside~t'~ Cannis­
sian on the patent sys t em in i t s November 17, 1966, report,
that a patent system s t imulates the Inves tment of additional
capital fo r the fur t her development and marketing of produc'ts using an
invention by giving "the patent O\'ffier the right, for a
l imited per iod , to exclude otile rs f r om - - - or l i cense
ot hers fo r -- - making, us i ng , or selli ng the invented
product or process .

2. A uni.form government patent policy r esulting in govern­
ment rnvnersh ip of i nventions made i n per fo r mance of its
cont r act s fo r dedication to the public, or the gr ant ing of
only non-exclusive Li censes , whether such ownership i s based
on a tec~nical field or mission or ob~eIwise, would necessarily
eliminat e t he s timulus envi s i oned by the patent sys t em.

3 . Under such a po l icy , ther e is a prospect i n some cases
that the market potential of an invention and other me ans
of property protection wi ll not adequately serve to encourage
the inves tJnent of r i sk capital f or devel opment when not
f i nanced by the government . TIle r esearch inves t mcnt i n
such inventions will t o a l arge ext ent be lost to the
public.

4. I t was t her ef ore agreed that ar~ unifor m pol icy
r econmended must proviLle for excl us i ve commercial r i ght s
in the inventing organi zation or another developer in

. thos e inventions whi ch woul d not otherwise be uti] i zed ,
(It should be unders t ood th at t he term "exclusive cormcrci ul
r ights" i ncl udes ei ther tit l e t o the i nvent ion or an
exclus i ve license th ereunder ,) The Task Force agrees
that exclus i vity could be provided in e le fo l l owi ng !W'o
ways :

a. Granting commerci al exclusivi ty at t he time
of contracting to nI l i nventions t o be generated
in performance of such contracts ; or

b. Granting commerci al exc l usivity selecti vely
after identi f i cat i on of t he inventions on the
bas is of evidence tha t deve lopment may not
proceed without such cxc l us i vi t y . (For the
purposes of this di scussion , this mechanism
shall be referred t o as a deferred det ennin­
ation policy , and should be unders t ood to
include a government exclus i ve license policy
now poss i bl e wlder Pres i dent Nixon ' s revised
Statement whe re not oLherwise negated by s t atute
or agency policy. )
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5. The Task Force recognizes that under a deferred deter­
mination policy the possibi lity of maximi zing "competi tion"
exi sts, since exclus ive corrmercial r i ghts win only be
granted when it is shown t hat excl us i vity i s th e de termi rung
factor i n bringing the invention to the mar ket pl.ace .
However, even assuming that the government could cor r ect ly
identify all invent ions requiri ng exclusivi ty , albei t a
remote possibility, it is the opinion of t he Task Force
tJ'lat a deferred policy has and will negatively affect
cont ractor "participat i on" in govenunent programs , "uti li ­
zationti of the r esul t s of such programs , and "ease of
admini.s t rat i.on" on the part of both the government and the
contractor as ampl ified by the following:

a. TIle uncertai nty of ohTIership i nvol ved in a
deferred de t ermi.nat i on policy would discourage
at l eas t some cont ractor s from part icipating i n
government programs. t'lost certainly a cont.r act.or
whose privately f inanced backgrolliid posi t i on
would be j eopardi zed by newly generat ed i nvent i ons
which he might not necessarily OhTI mus t thir~

seriously befo r e taking a cont r act whi ch intends
to capitali ze on his background posi tion.
Refusal t o participat e i n this s ituat i on wi l l
probably necessi t at e the gove rnment contr act wi t h
a less qualified cont r3ct or or no~ cont r Gct
at al l.

b. The long pr ocess i ng perIOdS i nherent in a
deferr ed determination pol i cy would in some
cases delay prompt ut i lization of government
invent i ons , since a par ticipating contractor
would wish t o establish hi s rights pr ior t o
investing his risk capital . Ut i li zat i on would
also be adverse ly af fected by the ad~inis trative

bur den of peti tioning the government f or exclu­
sive comner ci al right s and the probabl e require­
ment that the cont r actor f ile pat ent appl ications
to protect the property right s dur ing the peti t ion
period. Faced with these t asks, the par ticipating
contractor will have li tt l e i nteres t in i nven­
tions that appea r economically margi nal on first
review.

c. Finally, the Task Force agreed that the
increased adminis t r at i ve cost s t o both the cont ract or
and the government for the drafting , submission,
and review of petitions on a case-by-case basis
would be out of proporti on to the result to be
achieved through implementation of a deferred
determinat i on policy.
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6. In light of tile defici enc ies i nher ent in a deferred
determination pol i cy , the Tas k Force agreed that 3 policy
of granting exclusive commercial r i ght s t o t he c.ontractor
at tile time of cont r act ing to al I invent i ons gener at ed
in performance of governm ent cont r acts was t.h~ single
means of maximi.zi nz " "+ ';1;-.,'1-'; ,,,," 1.Tl· 1-h ( Yl ] 'I- (Jpnpr at "i na1 ' l .&. '-" .L l1.5 \..4\"O.;..J.. .... '-"""'" .......... '-' ~ ... {. ~ .I. ....' ~ .lo. 0 .... 'oj ..... D

adverse conditions f or "par t i cipa t ion." In addi tion to
tllese adva~tages, a.pol i cy whi ch makes dispos ition at the
time of contracting of f ers t he opportuni ty f OT maximum
"ease of adminis t r ation" . The Task For ce did not e ,
however, that "eas e of admini strat i on" llii der such a
policy woul d be pr oport i onal to the degr ee of f ol Low-up
or "mar ch- in" r ight s r es erved t o t he government , but
under no circumstances woul d such a policy create the
level of aruninistrative difficulties now enco~~tered

by departments and agencies in the deferred determination
portions of blcir policies.

7. NODvithstanding the advantages to be gained tilrough
a un i form policy of granti ng exclusive comnerci aI rights
at t he time of cont r act i ng t o all i nvent ions gener ated ,
the Task Force was of the opi nion th at such a pol icy
could adversely affect "competit i on" in the maTketplace
if such exclus ivity were to remain in the contractor for
the full period of the patent grant in all cas es. In
order to avoid t hi s consequence, the Task Force agreed
that rights mus t be r es e rved to t he gove rnment under
such a pol i cy whi d1 would enabl e i t t o as su r e against
ind i vidual abuse of t he pr i vi leges re t ai.ncd by t he
contr actor. Thes e "march- i n" right s would insure that
a contract or ' s exclusivity would ext end onl y over a

. period jus t i fied by the contractor's equities and the
public's need fo r competition in the marketplace.

8. The Task For ce agreed that tho benefits to be de r i vcd
through a policy of dispos ition at the time of contracting
outwei gh the need for i deal conditions t o generat e "competi ­
tion" , whi ch may not be ma.ximi zed s i nce some exclusive
commercial rights woul d remain wi t h the contr actor t o a
great er extent t han tmder a defer red det ermination pol icy .
Thus, the Task For ce believes t hat a policy of di spos i-
t ion at the time of contracting wi ll positively ef f ect
utilization of goverrunent -funded inventions a~d part i ci­
pation of contractors thereby increasing the nation's
potential to employ l ahor and raising the Jcvc l 01' its
exports. Further, max imi znti on or pnrt i c ipat i on will
increase th e govcrnmcnt ' s ability t o focus public funds
on ti le kinds of research and deve l opment whi ch have
high, long-~~ social value, but is r i sky and not sharply
reflected in profit opportunities f or a sponsoring private
business firm. Since it cannot be predicted wi Lh any
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accuracy how competitors will meet the intr oduction of
a new product made lliider exclusively held patent r i ghts,
it cannot be detennined wheth er Imp.l.ement .at i.on of such
a policy will resul t in a~y decrease in competition.
Of much great er s i grrif i.cance ar e the r i ght s r eserved to
the government under such 3. policy to assure agains t indi ­
vidual abuse of the privileges re tained by the contr actor ,
and the knowledge t hat the contractor remai ns subj ect
to the provisions of t he antitrust l aws.

SYNOPSIS OF TASK FORCE PROPOSAL

Based on the above analys i s the Task For ce dr~fted a
proposal, set fo r th bel ow, which provi des f or a uni fo rm pa t ent poli cy
ma k in g a s ingle disp os i t ion of inve n t i on r i g ht s .i n most i n s t ances ~

1mpl emcntation of this proposal envis ions l'epeal of all i nconsis-
t ent statutory provisions .

111e pr oposal provides cont r actors a-guarantee at the t ime of
contract i ng of a first option to the exclusive commercial right s
to all inven tions gener at ed in per f ormance of goven1fficnt-flmded
r esearch. Upon exercising the opt i on , such r i ght s in the contractor
are sllbj ect t o a royal ty - free, nonexclusive license to the govern­
ment for Federal Gover runental purposes t hToughout the world. Failure
to exercise t he option resul t s in such r i ght s enuring t o the
government.

The guarant ee of an option wi ll be extended t o universit i es
and other nonprofi t org anizations only after government review of
the adequacy of their orga~i zati onal patenrIT13nagement capabili ty.
While it can be expect ed that mos t comnercial concerns wi ll have
an es t abl i shed procedure for identifying , reporting , and adminis t er ­
i ng i nvent i ons, the same capabilit ies Caru10t be presillned to exist
at all universities and nonprof it organi zat i ons. Therefore , it V;3S

concl uded tha t the public interest is bet t er served by retention of
such rights i n the govenw11ent i n s i tuations where the university
or nonprof it organiz3tion has no patent ad~inis tration capability .

Where the option has been exercised , an d a U. S. patent appli ­
cation f iled , the proposal. contemplates that cont r act or s retain the
exclus i ve corrnnerci al rights dur i ng th e per i od from patent filing

. to three years after i ssuance of a patent . I f a contr actor has
not brought the invent i on to the m3l'ke tplace wi thi n th e t ime f rom
patent filing t o three years after pat ent i ssuance, such rights
may be rcvokcdund vcs t cd in t he governml'llt. If the cont ract or
shoul.d succeed in c omnc rc i a li.ca ticn of the invcnt i cn .dur i ng th is
guarant eed pcr i .od , t he exclusive conunercial right s ves t i n-the cont ract or
for t he fu ll period of the pat ent grant, subject t o th e possibi lity
that the government may r equire nonexclusive licensing of th e I). S.
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patents after the guaranteed period has passed. The require-
ment for such licensing will be determined by a Government
Patent Review Board on pet it.i.on of any interested party after a
contractor holding title to 8.J'1Y invention made in performance of a
government contract has refused to grant entirely or on acceptable
terms a nonexcIus i ve license under such invention. TIle board, in
making its determination and setting the terms of the license, if
any, will take into consideration the equities of the individual case.

The proposal envisions that the period of guaranteed exclusivity,
coupled with the possibility of continued exclusivity for the life
of the patent, will create a~ incentive for participation in govern­
ment programs and the earliest possible utilization of inventions
generated by such prcgrams . The guaranteed period further recognizes
the contractors' backgroUJ1d equities which are presumed to be present
in all cases. In addition, the proposal places comnerci al develop-
ment of the invention in the hands of the party most likely to accomplish
that task and provides the incentive for the investment of risk
capital required to bring it to the marketplace whiG~ has been
estimated on the order of 10 to I when compared to the cost of
making the invention. The reversion of rights to the government
in the event the contractor fails to commercialize the invention
provides greater assurmlce of utilization of gove~~ent-fllilded

inventions.

The creation of the Government Patent Review Board assures the
puhlic that the guaranteed period of exclusivity Hill not be extended
unjustifiably. The existence of the Board will encourage both the
contractor and a prospective licensee of a govcrnmcnt-fUJ1ded invention
to negotiate acceptable terms and thereby avoid going to the Board
to settle differences. In general, it is presumed that if the con­
tractor had made significant private investment in tJ,C development
and utilization of the invention and the invention was ava.iIab lc
to the public in reasonable quant i ties and prices it could expect
to prevail in a dispute brought to the Board. On the other hancl,
the larger the government invest.ment in bringing the invention to
the point of utilization, the less likely the contractor could
justify continued commercial exclusivity.

The Board, by the nature of the policy, would need to consider
only economically significant inventions in which there Has a serious
interest and controversy. Further, the invention will have been
identified rather than hypothetical and the economic and investment
data available to the Board would he realistic and current.

The government aeencics would provide the Board with relevant
infonnation regarding their role in the development of the invention
in question. 1hey would also provide the Board with the appropriate
public interest and mission considerations which they believe should
affect the Board I s decision. However , the Board will make its
decisions on the record and ,viII be guided by statutory or administra­
tive criteria and be subject to judicial review.
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In drafting the proposal, the Task Force took particular note
of the small number of inventions whi ch are known to have been developed
f or the commercial rnarketplace substantially at govern~ent expense.
rne number of such inventions becomes even smaller if the add i t iona l
cost of promotional act i vi t ies i n bringing the i nvention to the market­
pl ace is undert~~cn by the government . It was agr eed that under t he
cir~stances the equities in favo r of leaving exclus i vity for any
period in the contractor to this small number of inventions are l ess
than the usual situation in which t he contr actor contribut es his
risk capital to bring the invent i on t o the marketp lace . A close
analysis of such inventior~ indicates that their continued develop-
ment at government expense would gener ally r equi r e additional funds
from follow-on contracts. However, where fo1low-on cont r acts are
deemed appr opriate the per i od of t i me over whi ch such an inve ntion
is conceived and brought to the marketpl ace would generally exhaus t
the guaranteed per iod of exclusivity, thus precluding a wi ndfall
to the contrac tor.

Notwithstanding the vi ew that a contr actor wi ll ordinarily
exhaust his guaranteed period of exclus ivi t y if devel opment fOT

the commercial marketplace is undertaken subs tantially at government
expense, the proposa l provides t o the Board ~le right t o substitute
a patent clause at the time of contracting whi dl l eaves to the
government the first opt ion to exclus i ve commercial r i ght s i n i nven­
tions which are th e primary obj ect of the cont r act . The Board wouId
exercise t hi s r i ght upon a depar tment or agency reques t made prior
to contr act wh i ch is accompanied by 3 showing th at such dcpar tmcnt .
or agency intended to develop substantially at its expense an ident i fied
product or process for use by L~e general public.

It should be not ed that th e propos al contemplates that exclus ive
title to all foreign patents wi ll vest in th e contractor for the
full tel1TI of the patent grant i f the cont ract or complies Hi t h the
conditions of the proposal.

* * * * * * * * * * * * * * * * *
PROPOSED POLICY FOR THE ALLOCATION OF RI GHTS TO INVENTIONS

}~DE UNDER GOVEillfMENT R&D CONTRACTS

1. POLICY

- A. With the exception set forth in 5 (A) (3) below , contractors
shall be guaranteed at the time of contrac ting a first op tion to the
exclusi.ve comrne r c i a l rights in all inventions made i n performanc e
of government-funded contracts. (The term "exclusive conunercial
rights" shou ld be understood to inc lu de either titl e to the
invention or an exclusive license thereto with the exception that
as the tenn relates to forei gn patents or patent applications
it means t it I e) •
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B. Any st atutory provisions which are incons i s t ent with such
guarantee or the principles of this policy shall be r~pealed.

C. The guarant ee of exc lusive commercial rights will be
ext ende d to universitie s a nd other nonpr of i t organizat ipns only
after government revie\ol of the ad equacy of those organizat ions;
patent management ca pab i l i t i es .

D. The government may later revoke such rights in a contractor
after failure of the contractor to meet conditions as hereinaft er
provided.

E. Exclusive commercial rights in a contractor will be
subj ect to a wor l d -wi de , royalty-free, nonexclusive licen se in
the government f or Fe de r a l Gove rnmen t purpos es .

F. After a spec~fied per i od of time, tontractors who have
retained exclus i ve commerci al rights may . on peti t i on of any
inte rested pa r ty , be requir.ed by a Government Pat ent Rev iew Board
to gr a nt li c e nses under U.S. patents with t erms
"t hat are rea s onable und er the circumstances.

2. DISCLOSUR~_ , ELECTION AND REPORT§.

Each invention made in performance of a government-funded
contract will be disclosed to the government wl.t h an indication of
contractor's election to a cqu i r e exclus ive commerc ia l r i ght s.

A. Election to Acqui re Exclusive Commercia l Rig ht s

Elect ion by the Contractor wou l d i nc lude agr eement t o
file a patent application cover i ng the inve nt i on i n t he
United States Patent Office wit hin a spec ified period of
time. Pa t ent Office pr oc ed ur es wi l l be es t a blished t o a ssur e
proper a ff i xation of t he let t er " G" or other appropr iate
designation on all such pa te nt a ppl i ca t ions and pat ents
issued t he r eon. Elect ion and fili ng woul d guar ant ee
exclusive commercial r ight s in the contra c t or f or a per i od
starting from filing unti l three ye a r s after issuance of a
patent. Under spec ia l c i r cumstances dis c losed by the
contractor, the agency head may exte.nd the per iod as de emed
appropriate.

B. Election Not to Acquire Exclusive Commercial Rights

Election not to acquire the exclusive co~~ercial rights
will r esult in such right s vesting in the gove r nment for
disposition as it sees f it , as set forth i n Paragraph
4.D hereafter.
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c. Repor.ts

The c ont r a c to r shal l promp t ly advis e the agency upon
i s s uance of any U. S. pat ent covering an invent ion to which
he acquired exc lus i ve c ommcr c i a I r i ghts. Dur ing the th r e e
year period aft er is suance o f a pa ten t t he cont r a c t or wi l l
submit, upon t he a gency ' s request r ep orts s e t t i ng forth
progress made toward co mmercial ut i l i zat ion . If aft er
three years from pat e nt i s suance utilization has not been
achieved, the agency may take s tep s to revo ke the excl us i ve
cOmITlerc i al rights unl e s s satisfactor y evidence i s presented
that the t ime fo r utili zatio n shall be ext ended .

3. CONTINUING RIGHTS

Whenev er ut ili zat ion ha s be en achieved by the contrac to r
wi thin t he time agreed upon by t he age ncy , the exc lus ive cowne rc i al
righ ts wi l I cant Lnue i n t he cont r act or for t he l i f e o f an y pa t e nt (s)
claimi ng the i nvent i on , sub j ect to the provisions s et for th i n
pa r ag r aph s 4 a nd 5 below.

4. C01'l'1'RACTOR LI CENSING

A. Three years afte r i ssuance of a pate nt claiming an invention in
which a contractor has elect e d t o acquire exc l us i ve comme r c i.a I rights,
the co nt r ac tor may be r equired t o grant non-exclusive li censes
under such pa t ent by t he Government Pat ent Review Board und e r
c ondi t i ons s e t fo rth in paragraph 5 below.

B. Contrac t or shall have the right t o sublic ens e ot he r s on
an exclus i ve or non-exclusive bas i s und er any t erms he deems
appropr i ate , sub ject only to existing laws and the r e quireme nt s
of the Gover p~ent Patent Review Boa rd.

C. If the contractor permits utilization to cease , the
agency may r equire the contracto r to gra nt an exc l usive or non­
exclusive license t o r e sponsibl e applicants on terms that are
r ea sonabl e unde r the c i rcumstances.

D. Upon a cont ractor 's election not t o retmn the exc lus i v e
commer c i a l rights, or a f t er an el ect ion to retain such r i ghts
and subsequent revocation by the agency for fa i l ur e to meet t he
condit i ons of this proposal, the cont r a c t or shall be gr an te d a
r evocab l e, non -e xc l us i ve, r oya l t y - f r e e license under t he i nven t i on.
Such l i c e ns e shall be revoked upon not i ce t o the contrac tor of the
intent of an agency t o grant an exclusive license , subject to the
right of the co nt racto r to make a pp l i c a tion to the Government
Patent Review Board f or a l icense und er ter ms and conditions tha t
are reasonabl e under the c i rcumstances .
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5. GOVERNMENT PATENT R~VIEW BOAlm

A. General

(1) The Board wi ll co nsi st of a full-time Ch a?-rman and
Exe cu t i v e Secretary and a pan~ l of 20 members, an y f ou r of whi ch
may be c hos e n by the Chairman t o sit on s pec ified cases . Th e
Board wi ll meet upon the call of the Chairman t o c onside r and
rule upon the i ssues a r is i ng under the operat ion of t h i s policy .
The Chai rman and t wo members wi l l cons titu te a quorum .

(2) Its decisions shall be subj ect to judic ial r evi ew by
United States District Court for the District of Columbia.

(3) Th e Boar d shal l have t he p ower t o rev i ew requests b y
agenci es t o subs t i tute a pa t ent cla use which leaves to t he
agency the first option to exclusive commer cia l r i gh ts in
inventions which a re t he prima r y obj e c t o f t he c on t r act. The
Briard shall exe rc ise this ri ght on l y upon age n c y r e ques t s mad e
prior to contract wh i c h are a c compani ed by a s h owing t h a t suc h
agency intends to develop substantially at gov e r nme n t expense an
identi fi ed product or p roce ss for us e by t he ge ne r al pu b l ic .

(4) The Board shal l have the p owe r to r e v iew on petiti on o f
any inter ested party the refusal of a cont ractor ho l d i n g exc lusive
comme rc i al ri ghts t o any invention made i n perfo r mance of a
gove r nme nt cont r act to grant ent irely or on acc eptab l e te r ms
a lice ns e unde r s u c h in ve n tion.

( 5 ) Such petit ion may be filed a t a ny time a f t e r t he con­
trac tor has elec te d to ac quire such right s a n d has f il e d a
patent a pp l i c a t i on on s u c h invention.

(6) At any time after the period s e t for utilizati on b y an
agency ha s expired , the Board may require t he gra n t i ng of non­
e xclusiv e license s un der U. S. patents o r patent app l i cati ons
with terms it de ems appropriate on the basis of:

(a) The failure of the contractor to show cause why suc h
license should not be g r anted; o~~

( b) The factors contained in paragraph 5.B below.

B . Board Revi ew of Refusal to Grant Licenses

~he Bo ard shall take i n t o c o ns i d e r a t i on ) in addition to the
arguments of t he parties, at least the foll owing factors in
making its determi nation to require licens ing of a n invelltion
made in performanc o of a government contract .

(1) Achieving tho oa r l Lo st practicable utilization of
g'ovul'nJHent-as s istcd inventions in com merci al prac tice ;

(2) Encouraging, t hr ough the normal incentives of the
pa t e n t system, private investment in the commerc ial real iza tion
of government-assi s ted inve ntions;
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(3) Fostering effective competition in the commercial develop­
ment and exploitation of government-assisted inventions;

(4) Assuring against non-utilization of government-assisted
inventions and excessive charges for use of such inventions
stemming from private ownership of patents on such inventions;

(5) Balancing the relative equities of the public, the
inventor and the patent owner or developer in the specific
government-assisted invention, measured by the investment
necessary to bring the invention to the point of commercial
application. This would include the following:

(a) The relative contribution of the government and the
contractor in bringing the invention to the marketplace;

(b) The mission of the program funding the contract
from which the invention arose;

(c) The type of invention and the magnitude of the
problem it solves;

(d) The scope of the patent claims;

(e) The contractor1s background position;

(f) The government's funding of background technology;

(g) The scope of the market and the success of the
contractor in meeting it;

(h) The profit margin in relation to other similar
inventions; and

(i) The feasibility and likely benefits of competition
in the market served.

C. Foreign Rights

The Board1s jurisdiction in requiring the granting of a non~

exclusive license shall extend only to licenses under U.S. patents.
Nothing herein shall be construed to extend that jurisdiction
to foreign patents.

D. Background Ri~n~~

The Board1s jurisdiction in requiring the grant of a non­
exclusive license shall extend to only those inventions made in
performance of government-funded contracts. Nothing herein shall
be construed to extend that jurisdiction to data or other
inventions made at private expense.

E. Agency Cooperation

The departments and agencies of the Executive shall provide
to the Board whatever aid and information it deems necessary to
accomplish its assigned duties.
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F. Board Review of Agency De termi nations

The Board, on petition of c ontractor ~ s hall have t he
power to review an agenc y dec ision i n i mpl ementing this proposal
under wh i ch such cont r act or is agg rieved .

G. Intervent ion

All interested parties, including a ny agency of t he U. S.
Government, sha ll hav e the r i ght to i nt ervene in any proceeding
before the Board.

* * * * * * * * * * * * * * * * *
RAMIFICATIONS OF IMPLEMENTATION OF PROPOS.C\L

Implementation of the pr oposal wil1 serve to mi t i gat e or r eso lve
a number of rel at ed issues gener at ed by pr esent allocat ion--of-r i ght s
policies. Some of t he more import~lt areas that would be af fected by
the proposal ar e as follows :

A. The Empl oyed Inventor

Pennitting contractors a guarantee at the time of contract i ng
to a f i rs t opti on t o the exclus ive commercial r ights i n 211
inventions generat ed i n perfonnance of their government-funded
research places t he contr actor in a better pos i t ion to accomo­
date the equi ties of his employed .i .nvcu tors through a~\ranl pro urums
if t he cont r act or deems such progr aJfl.s advantageous to his needs .

B. Scope of t he License Re tai ned by the Gover nment

Pres ent policies provi de t hat t he non-exclus i ve license ret a ined
by the Feder al Government include s t at e and domes tic muni ci pa l
goverrunents urr l ess the agency head determine s that th is woul d
not be i n the public i nteres t . The scope of the license ret J i ned.
by the government under t he proposal specifically exc ludes
state and domes t i c muni cipal government;s . It was the opi nion
of the Task Force t hat t o expand the scope of the license t o
stat e and domestic municipal government s would be tD.nt amount
to re t aini ng exclus ive commercial rights in the government
in situat i ons wher e the market for the invention would be subs t an­
tially federal , s tate and mundcipa]. prog r ams . Inventions di r ected

.t o so lution of sa l i ne water and educa t i onal pr oblems would
fall wi t hin this cat cgory . To extend the scope of t he license
retained by the governmcnt to i nclude s tate and domestic mlmi ci pa L
government s would t herefore defeat the purpose of the proposal
as it relates to such inventions. To pennit t he agency head
to detcnnine t he scope of t he license retained by t he govemment
at the time of contracting was not deemed practical , since the
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type of invention that will evolve from a research and
development contract cannot be accurately predetennined.
Further, the Review Board assures that competition will
ultimately exist for such inventions if economically
significant and demanded by the equities of the public.

C. University and Non-Profit Organizations

As noted previously, the proposal extends the guarantee
of an option to exclusive commercial rights to universities
and non-profit organizations after government; review of
the adequacy of their patent management capability. With.
such option, universities and non-profit organizations are
in a better position to license industrial concerns as an
incentive to use their risk capital in bringing the results
of univers i ty and non-profit or'gani zat i.on research to the
marketplace. Without the ability to transfer exclusive
commercial rights to industry, universities and non-profit
organizations have found it difficult to overcome the "not­
invented-here" syndrome. (See Harbridge House Report and
the August 12, 1960, GAO Report, "Problem Areas Affecting
Usefulness of Results of Government-Sponsored Research in
Medicinal Chemistry".) The Task Force considers this an
important matter since approximately 25% of the goverrunent's
research and development budget is expended through contracts
with tmiversities and non-profit orgllilizations.

D. Definition of "Conceivedll and "First Actually Reduced to Practice

Present policies stipUlate that any invention "conceived" or
"first actually reduced to practice" in performance of a
government.-funded research and development contract be
disposed of in accordance with the contract provisions
under which it arose. Any invention so conceived or first
actually reduced to practice affords to the goverrunent
at least a royalty-free nonexclusive license. 1ne precise
definitions of "conceived" or "first actually reduced to
practice", therefore, are important as they are detennina­
tive of the rights in the government 01' the contractor.
The proposal contemplates that it will similarly speak
only to those inventions conceived or first actually reduced
to practice in performance of govermTlcnt-funded research and
development contracts. In order to resolve any present
problems with the terms "conceived'! or "first actually reduced
to practice", it is suggcsted G~at any patent rights c1ausc
utilized in implementing the proposal include the fo l Iowing
definitions:

(1) "Conceivcd" means a disclosure in a fonn
which would enable somconc skilled in the art
to which the invention pertains to make and use
the invention without the use of further
inventive effort.

- 17 ;.,



(2 ) "Fir s t actually r educed to practice" means a successfu l
test of ~ he inven tion in a simulated environment } or
in an environment s imi lar , t o t he one in which i t will
b e used f or a pur pos e for whi c h i t was i ntended .

E. Rights Obtained by t he Covernment Through Its Research
and Devel oDment Cont r acts in Inventions Conceiveu and riist
Actually Reduced to Practice at Pr ivate EA~ense

A great deal of uncert ainty has been gener ated by I\MP, Inc.
Y. U. S. 156-USPQ 647, as t hi s case appears t o extend the
rights the government obtains t hr ough i t s research .:md
development contrD.cts to inventions conceived and fj r s t
actually r educed to practice at privat e expense." In order
to el i mi.nat.e t hi s uncertai nt y, t he Task Force recomnends
that the followi ng Language be added to any patent cl ause
utili zed to implement its proposal :

(1) Nothing contained i n this patent r i ght s
clause or construed the refr om shall be deemed
to grant t o the gover nment any rights i n any
invent i on which is nei t her conceived nor first
actually r educed t o pr act ice in t he course of
or under t his contr act . i Iowever , this shal l
not depr i ve t he government of any r ig hts t o
whi ch t he government may be ent i tlccl under oth er
clauses i n t his cont ract , unc.ler other cont ract s ,
or by statut e; and

( 2) That i n t hose situations i n which the govern­
ment wi shes to acquire rights i n an i nvention
which i s neith er concei ved nor fi r s t actually
r educed to pract ice under a government contr act ,
this be done through a separ at e expressed
provi sion of the contract .

It is t he opi nion of the Task Force that any backgr ound
patent right s clause negoti at ed as provided by (2 ) above
speak only t o invent ions in cxi s t ence and ident i fi ed at
tile time of contracting and t hat any r i ghts acqui r ed by t he
government t o such i nventions reflect the contr i but ions t o
be made by th e government t oward i ts enhanccment , t esting )
or devel opment. I t should be not cd t hat t he propos c11 l imits
the Pat ent Revicw Board I S ju risdiction i n rcqu i ring the
grant of 1iccnscs to only t hose i nvent ions conceivcd or
firs t ac t ua lly reduced to practice i n performance of
government contr acts.

- 18 -



r.
to

Red uced

It has been ~uggeste d t o th e Tas k For c e tha t in ve n t i ons hav ing bee n
conceive d at p~iva t e e xpens e and whi ch are identi fi ed by pat ents or
patent a p p l icat i ons but f i rs t actu e lly re duced to practi ce in pe r ­
forma nc e o f a govc r nni(; n t - f u !l'Je d c ont ra c t i-e ma i n t he prope r ty of the
con trac t or , s ub j e c t to a royal t y-free, non- e xclus i ve li c e ns e to t ile
gove rnment . Tile Ta s k 'F orce r ej e cts thi s su~gest ion , as it docs not
properly t a ke i n t o c orls iderati on t he c o n tr ~ buti on of t he gove r nme nt
in f i r s t r e ducing th6 inven tion t o p r a c t i c e in a l l c a s es . I t i s
r-e c omra e ndc d b y t he 'I'as k Force t hat thi s t ype of inv en t i on be br ou g ht
to the a t t e ntion of "t i, e n ge nc y fu n d i ng th e ,propos e d c on t r a c t u nd e r
wh i ch suc h i n ve n ti on J:: ". V be r c'd1.;ced t o p r -ac t L c e a t t he t i n e o f con­
tr a c t i n g s o t h a t the o qu i 't i cs o f bo t h part i e s may be c onsi de r e d i n
ma ]~Ll g a d i ~i P CJ s i t i on . T ho T as l-: Force f ee l s t h a t th i s probl em has
be en r u r t oe r mi t i ga ted b y t he propos al in tha t the c ont r- a c t or wil l
a t ve ry l east r e t a i n his o pti on to e xc Lu.s i.ve c omme r c i.a I r i gh t s
u n Je s s ot h e i- w i s e r. e got I a t e d 'a t t .11e t Lme of c cnt r a c t Ln g .

J a mes L. Whitt aker , Es q ., Cha i rma n
Pat en t Opera ti ons, RCA Cor por a ti on

Nor ma n J. La t ke r , Esq .
Chi e f , P a t e nt Br a nch , GAL
Of f i ce of th8 General Counse l
De p t. of He ~ lth , Edu cation & ~ c l f a re

Willia m O. Ques en be rr y . Es q.
De pa r t ment a l Patent Dire c t or

Depnrtmen t of th e l\ <t v y

Jo hn C. Gr e e n : Esq.
Re s e a r c h St a f f
PTe HeS e arC!l Inst itu.te

,'..... J a mes E . Den ny, Es q .
Direc tor , Of f i c e of Gove r nment

I nv e n ti o ns and :::?::.t ent s
Un i t cd S 't a t e s. Pa t e n t Oi' fice

R. Te nny John s on, Esq .
Gen era l Cou Ls cl
Civil Abron auti cs Board

J ame s A. Dobki n) Esq.
At t o r n e y
Ar no l d & Porter

tdr

LA' Le e Hu n.p h r L e s , 1: s q.
Aeros p a c e a nd Sys tCI';".; Group
North Ame r ica n Roc l~ \"' ,,: ll Co r p.

Miles F . Ryan ) Esq .
Att o r ne y, An t t t r- us t Di v i s ion
De partme nt o f J us t i c e

J oel David ow.. Esq . (/dte r na t e)
Attorn e y , Ant i t r ust Di v is ion
Depar t me n t of Jus ti c e

Mauri c e H. Kl itzman J Esq .
Pa t e nt Ope r a t i ons
Int ernational Bus in es s Ma c h i nes

* Mr . J a mes E. De nny has f i l e d a Min or i ty Report attac he d he r e to.

Messrs . Ryan a nd Davi d ow part ici pated in t he de l iberat ions o f t he
Ta s k For ce , a nd man y of their s ug gest i on § nre r e f lect ed in t ile major ity
r e po r t, bu t they di d no t vot e f or or a ga i ns t t he t ot a l r e por t.

Ge r a Ld D. Ol Bri e l:, Es q .
Consul t ant to S t udy Group No . 6

O. A. Neumann, Es q .
Exe cu t i ve Sec r e ta ry
FCST Commi t t e e on Gove rn m~n t Patent Pol icy
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F. I n v c ! ) tj. () l \ ~~ Con co i .v c d a r.d ~):-l ~J ~ ntc;d a t Pl: ivate Expe nse But Reduc ed
to Praet:lcc'in 1;erlo1"~i'aJlce '-or ::J.--G·c)\;ei-nm-e·~-:C:='f"u-n-de (r(~on t r a c t

It 11 3 S been su gge s ted t o the Ta sk Force that inven tions 'havin g been
conceived at p.ri va t e e xpe ns e and whic h ar e identifi ed by pa t e n t s ' or
patent a pp li cations bu t f i rst a ctua l ly reduced to pract~ce in per­
f ormanc e of a g c vc r nmc n t- fu nd c d con tra c t re.na i n t 110 pro n\erty of the
con tr ac t or, s ub j c c t to a r o y a L t y -i Lr-c e .. n on - exclus ive Li.c'e ns c to the
g ove r nrne n t . The Task 'Forc e re j e c t s thi s s u g gc s t. ion, as \i t does not
proper Ly ta ke in t o c on s Ld e r a t i on t he can t r ; hut ion of the ' g ove r nme n t
in first re du c i n g th6 i nv e n t i o n t o pract ic e in all cas es. It is
r-e c.omrne ri dc d by the 'I'a.s k Force that t h is t y pe of inv en ti on be b rought
to the a t t e nti on of t;12 agen cy fu nding th e ,prop os ed c ontrac t u nde r
wh i ch s uch invention ),;,'.'1 be r("dl'cc~ci t o m:8.ct ice a t the 't i mc of con­
t.r ac t.Ln g s o t ha t tho. e qu i t ics of b o t h parti es may be considered in
ma k i n g a d i s p os I ti on . The Task Fo r ce feels t ha t t h i s prob lem has
been f u r t he r mi t iga t e d by t he proposal i n that t he con tr a c to r wi l l
at very Lo a st. retain h i s option to e x c Lu .s i ve commerci a l r ~ ~~ l1 t s

un l e s s o t he i -wis e r. ogot i at e d 'a t the t ime of cont ra c ting .

J a me s L. Whit taker, Es q . , Cha irma n
Paten t Ope rat ioDs ) RCA Cor p or ati on

Nor ma n J. L a U , 2 Y, Esq.
Chi ef,· Fa te nt Bra nch, GAL
Of fi c e of the Gen e ral Couns e l
Dep t. o f I: C':,-lth, Ld uc a t i on & We l f jT c

John C. Gre en: Esq .
He s c 8. r c h Sta i'f
PTe Hcs carch I We)1:1t u t e

n J ame s E . Denny, Esq.
Dire c t or, Of fic e of Governme nt

Inv e n t i ons a n d ~atents

Unit e d S't.a t cs. Patent Of f ice

R. Te nn y Johnson) Esq .
Ge n e r a 1 Co un s e 1
Civil Aeronaut ics Board

J ame s A. Dobkin, Esq.
Attorne y
Arnold & Po r t e r

William O. Quesenber r y, Esq .
De p a r t mental Patent Director
Of f ic e of l~~val Rcs ea rcll
De p a r t men t o f t he Navy

L. · Le e Hump hr ies, Es q.
Ae r os p a c e and Systc:!,:s Group
Nor th Ame r ican Roc lcwc Ll. Corp.

Mi les F . Rya n, Es q.
At t o r ne y, Ant itrus t Div is ion
Depar t me nt of J u s tice

Joel ' David ow, Esq. (Al t ernat e)
Attorn e y , Ant itrust Di v ision
Depart ment of J ust i ce

Mauric e H. K1i t z man , Es q.
Pat en t Ope rations
In t e rna tional Bus i nes s Ma c h ines

Mr . J a me s E. De nn y ha s file d a Minori ty Re por t attach e d hereto.

Me s srs . Rya n and David ow par tic ipated in t he delibera ti o ns o f tIle
Task For ce, a nd many of the i r suggest i on s are re f lect e d i n t ile maj o r i t y
report , but the y did n o t vote f or or aga i nst the total report.

Ge r ald D. O 'Brio ~) Es q .
Con sul t a nt t o Study Gr oup No . 6

O. A. Neumann, Esq .
Executive Se6retury
FCST Commi tt ee on Governme n t Pa t e n t Policy
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F. Invc!)t~.() :I :') Co n c c iv c d 3.:""l(1 ~) ;-l~; 0. :1 - (; c d a t P.r i v at c E;-:pc: ns e But Reduced
t 0 pr~~t-rcc"·fr)per.fol~:1aDceof~~-G-0\;e:'D-m-(~· i;-:t::}.-u-i1d8 (r{~onrrac-t--------

I t h a s been suggested to t he Ta s k Fo r c e that inventions ha v ing b e e n
con c ei v e d at pr i vatE' r;xpense an d which are identified by p2<.tents - o r
p a t e nt a pplicat ions but first actually reduced to pract i ce in per­
fo r man c e of a Go ve r nme n t - f u nd e d contract r-e ma i n the p ropert y o f t he
con t r a c t o r , s u b jec t to a royal t y-free, n on- exclus ive li c e ns e to tIl e
gov e r n me nt. The Task 'Force rej ects thi s suggestion, a s i t does no t
pro p e rl y t a ke i n to considerati on the c ontr~butioD of the gov ern mQnt
i n f i r s t r e ducin g th6 inven tion to practice i n all cases , I t i s
r- e comme nde d by the T;\ s k Force t h a t this t ype of inv ention b e brought
to the a t t e n t i on 0 :1:' 't h e agenc y f u n d i n g the ,propos ed c o n t r a..ct u n der
wh ic h such inven t ion m,t y be l' 0 ::1\:C00 t o p r a c t i c e a t the 't i mc o f con ­
t.r ac t r n g so t ha t t he c q u i ti c s of both p en -t i es may be c ons i der ed in
mat i n g a d is p a s i. t ion . T he T'as k Force f e els that this problem has
b e e n fur t h e r mL t i ga ted by t he pr opos a l i n t -ha t t he CO:1 t r a c to)' wi 1 1
a t very l e a s t retain his opti o n to e xc Lu.s Lv e commercia l r i g ht s
un l e s s ot herwi s e Ln go t i ated 'at t Ile time of contr a c t i ng .

J a me s L. Wh ittaker, Esq.) , Chai rman
Patent Operatio~s, RCA Corporation

No r man J . La t k e r , Esq .
Ch i e f)- Pat e nt Branch, DA L
Of f ice o f t} ;(; Gerie r a I Coun s c I
Dept. o f He a l th , Ed u c i tion & We lfa r e

-J o hh C . Gr e e n , Esq.
Hes c arch S taff
PTe E ese arc h I ns t i, t u t e

11 J a me s E . Den ny, Esq .
Di r e c t o r , Of f ice of Government

Inve n ti on s and ~a t e n ts

Un i t e d St n t e ~ Patent Office

R. Tenny Joh nson, Esq .
Ge n e r a 1 Cou ns e 1
Civ i l Aeron a utics Board

J a me s A, Dobkin, Esq.
Attorney
Arnold & Porter

Wi lliam O. Quesenberry , Esq.
Depart rnen t nl Pat en t Di re c t o r
Office o f Naval Re searc h
De pnr t me n t of: t be i'Xa vy

L . L ee Humph r i es , Esq .
Aerospac e a nd S y s t c ms Group
No r th Ame r »can Ro c kwc L l Co rp.

Miles F. Rya n, Es q .
Attorney, An t i t r u s t Divis io11
De p a r t me n t 'of Jus t i c ~

J o e l David o w.. Esq. (ldte rna tc)
At t o r n e y ) Anti trust Djv i s i o n
De p a r t me n t of J us tice

Maurice H. Kl i t z man .. Esq .
Patent Operations
I n t ern a t i o n a l Business Machines

Mr . James E . De n n y has fi led a Minority Report attached hereto .

Mes srS . Ryan an d Davi dow part ici pated in the deli b erations o f the
'I'as k Force ) and ma n y of t hei r s u g ge s t ions are r ef l ectcd in the rna j o r i t y
report, but they did not v o t e fo r o r a gai nst the tota l r e p o r t.

Ge r a l d D . O' Br i e n , Esq .
Consu l t a n t t o Study Gr oup No . 6

O. A. Neuma nn, Es q .
Ex e cut i v e Secre tary
FeST Co mmittee o n Government Pa t e n t Policy
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F . InV C !l ti. Ol \S Co n ce i.v c d a n d lJ ~,:r~ ;l"t C'd at Pr i vat e E;·:pc ns c nut Reduced
t o PracTrCC-i n rierfcir;;-iaDceof~i-GO\' e .i:n rr!8·D-:C:=-I~-i1d-c(r(~on t r a e t

It lia s been sugGested to t he Task Force that in ve n t i ons ha vin g bee n
conc eive d at p~ivate Qxpense and which are identified by patents · or
p a t e nt a pp l i ca t ions but f i rs t a ct u a l l y reduced to practice i n per­
f or ma nc e of a g ov o r-n mc n t - fu nd c d can t r a c t l' c main t he property of the
cont r a c t or , subj ect to a royalty-·free , non- exclusive licens e to the
government . The Task 'Force r ej ects this suggestion, as i t docs no t
p roper ly ta ke in t o C O ! ; S .i d e r a t i on the c on t r i but ion of the govern ment
in f irst r e duc in g the inven t ion to p r a c t ice in all cases. I t is
r-e conuue ndc d by t he 'I 'as k Force th at this type of i nve n t i on be br ought
to t he attention o f t112 a ge nc y f undin g th e pr opos e d c ontract und e r

'" ,-.
which such i nve n t i on m~y be r e d\~ce d t o pra ctice at th e ti me of c on-
tracti n g s o t lla t the equi t ies of both pa r t i es ma y be c on si der e d in
ma l-:. i n~~ 3- d L:.3 pG ::.~i tj.on . 'l' h e: 'I' a e k For ce fe els tha t this proble m has
be e n further mi t i ga t e d by t he proposal in t hat the c ont r-a c t or wi 11
at very least r e tain his opti on t o e x c Luc i.ve c ommerc ial ri gh t s
u n l e s s o t he r wi.s e n e got i.a t ed 'a t the time of con t r a c t Ln g .

J a me s L. Whi tta ke r , . J::sq . } Chairman,
Patent Opera tio~s, RCA Corporation

Norman J. Latker, Esq .
Chi e f ,· P a tent Br a n ch, DAL
Of f i c e of the Gene r a l Cou ns el
Dept. of He alt h, Edu c a t ion & ~e l fa re

Johh C. Gr e e n : Es q .
Ros e a r c h St a f f
PTe Hc::, earc h I ll;:;t i t u t e

"II J a mes E . Denny, Esq.
Director, Of fic e o f Gove rn ment

Inv e n t i ons a nd :?~t ent s

Un i t e d S t a t eu Patent Offic e

R. Tenn y Johns on, Es q .
Ge ne r a 1 Coun s e 1
Civil Abronautics Board

J ames A. Dobkin, Esq .
At.t o r n e y
Arno ld & Por ter

William O. Ques e n be r r y , Esq .
DC! p ;u~tmc n t a l Pa te n t Dire c t o r
Offi ce o f Nav a l Res e a rch
Depart me nt of the Kavy

L . Le e Humphr i e s ) Es q .
Ae r os pac e a nd Sys t c ms Group
Nor t h Ame r i.c an Ro c kwe Ll, Corp .

Mile s F . Ryan , Esq.
Attorn e y, Antitrust Di vision
De pa r t me nt of" Just ice

J o e l Davidow, Es q. (Alternate)
At t or ne y , Antitrust Div ision
De p a r t me n t of J ustice

Maurice H. Klit zman, Esq .
Pa t e nt Operat i ons
Int e r na t i on a l Bus i nes s Ma c hin e s

Mr . J a me s E. Denny has filed a Minorit y Report attached hereto.

Messrs . Ryan and Davi dow pa rtici pa t ed in the de l i be rati ons of tile
Task Force J and man y of their sug gestion~ are reflected i n tIle ma j o r i t y
r e po r t } but they did not vote for or against the t otal report .

Ger ald D. O ' Brie~J Esq .
Cons u l t a n t to Study Gr oup No . 6

O. A. Neu mann, Esq.
Exe cutiv e Secretary
FeST Committee on Governm~nt Paten t Po l i c y
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F. Inv('!)U_ ()~ ! :Cj Con co i.v c d an d lJa~:(::'l't od at J' l' i v at e Ex pense; But Re d uce d
to pracl:rCC'I11periOJ~:~1 allce-o:C-~1.-G-O\;e~n:r.-e-i:-:C:=-i;'lJn-de(n~Dntl' a c t

It li a s been Augges ted to t he Ta s k For c e t h at in v e n t i o n s hav i n g b e en
conceive d a t pri v a t e o xpe ns c a nd wh ic h are i d e nt i f i e d by paten t s ' or
p a t e n t applications but f i rst a ctua lly reduce d t o pra ct~ ce in pe r ­
formance of a g o ve r nme n t - f u ude d contract rerna i n the pro p er t y o f the
c o n t r ac t o r , s u b j e c t to a ro y a l t y - fr e e , non- exclusive l i d e ns e t o th e
govern ment . T he Task ' F o r c e re j ects this s ug go s t Lon , as li t does not
prop er ly tak e into ccrs Ld e r a t i on the con tribution of t he gove rnment
in first re duc ing th6 invention to pract ice i n all cases . It is
z-ec o mme ndc d b y the rl'? ;;k Forc e that thi s typ e o f inventi o n be b rought
to t he a t t e n ti on o f t;12 agency fu n d i ng t h e, prop os ed c a n t r ac t und er
wh i c11 s u ch .i.nve n t Lon T:k. y b e l' e d \(ced to p r a c t I ce a t t he ti me o f con­
tracti n g s o t ha t the c q u i t L c s 0 1 both p art i e s may b e considered i n
L:~ :' ':'~'b;';' di ;::;p (;:.:, i t i o n . The 'l'as l'. F o r c e f e e ls t h a t t his problem has
been fur th e r mi t i g a te d by t he proposal in t -ha t t he c ont r -a c t o r wi l l
a t very Lo a st. r e t a i n his opti o n to e x c Lu.si. v e commercia l r i g ll '~ s

u n 1e5 5 o t ne i -wi.s e n e got La t e d 'a t t h e time o f contract i ng .

Jame s L . Whitt aker, Esq ., Chairman
Paten t Opera ti o ns, RCA Corporat ion

No r man J. La U (2 r , Esq.
Chi e f ,· -Pa t e ~ t Branch, BA L
Of f i c o of t h(:; Ge no r a 1 Ccun s c 1
DCfJt . of Hc a Lt h , Lcl'll c 2.tion Cl ;~ic l fa re

Wil liam O . Qu esenberr'y) Esq .
De p a r t me n t a l Pat e nt Dire c t o r
Of f i c e of li :'1.v a l Re s e a r c h
D epar t me n t o f the 1';'a v y

Jo hn C , Grc e n : Esq.
Hc s c tlrch S taff
PTC He s e a rc h I n s t i t u te

f!
J a me s E . Den ny, Esq .
Direc tor , Of fice of Go v ernment

Inventi on s a n d ~at('n t s

Un it ed S t ,tt c ~ ; Paten t Of fice

R. Tenny Joh nson, Esq .
Ge n o r a I Co u u s e I
Civil Aeronautics Board

Jame s A. Dobkin, Esq.
Attorne y
Ar n o l d & Porte r

L . Le e Humphries, Esq.
Ae r o s p a c e 811d Sys t crrs Gr o u p
No r t h Ame r i c a n Ro cl:\'.'01 1 Corp .

Miles F . Ryan, Es q.
Att orney, Antitrust Divis ion
De p ar t me nt of J ust ic e

.Jo e L ' Da v Lclo w, Esq . ( Al t e r n a t e )
At t orn e y , Antit rust Div i s i o n
Depa rtmen t o f Just ice

Maurice H. Kl itzman, Esq.
P a t e n t Op e r a t i o n s
Intern a ti o n al Business Mach in es

Mes s rs . Ryan and Davi do w partici pat ed in the de l ibera t ions of the
Task Force, and man y of t he ir s u g gestions a re ref l ected i n tilO majority
report, but t he y d id Ilot v ote for o r a gainst the tot a l re p o r t.

ti Mr . James E. Denny has f i le d a Minor i ty Repo r t att a c h e d he r et o.
fJll.

Gera l d D . O' B rj o ~ , Esq.
Consu l t a n t t o Study Gr oup No. 6

O . A . Neumann, Esq.
Execut i ve S ecretary
FCST Commit tee on Go v e rnmen t Patent Policy
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APPEND IX B

lAo Pres i d e n tial Memorand um ~nd S t at ement of Governmen t Patent
Policy o f Augu st 23, 1971 .

lB. P£eside n t i ~l Mcmcran d um and State me n t of Gove rnme n t P a tent
Policy of Oc t o b e r 10 , 1963 .

2 . Armed Se rv ices Procu r e me n t Re g ula tions , Chapter IX - Part 1

3. Pos ta l Se r v ice Pro c urement R0gu} atio~s> POD Form 214 9A
( Ap r i l 1969) p~g es 3 , 4, 5 , 6

4 . Depar t rne nt of Co mme r c e Prccur- e me n t Re gu la tions,
PD·-GP-1 (1 1- 70) pages 18 thr o u gh 38

5 . NASA Act of 1958 (PL 85-55S ), S ~ c t i ou 305

6 . NASA Pr-o cu r e men t Re gu La t rons - Ch ap t e r IX

7. AEC Ac t o f 19 51 ( PL >3 3- 703 ) - C~Pt er 13

8 . AEC Procur eme nt Regu l at ions - S ect ion 9- 9 . 5000 at s eq .

9 . NAS A Waive r Reg u l ation s 14 CRF 12 4 5 .100 et s e q .

10. FAA Proc~r emen t nc gu 18tioDs, Fo r ms FAA P- 3 (1 0/1 5/6 9) pages 10 ,11 ! 1 :
an d FAA P- 5 ( 11/ 1/ 6 9 ) pages 8 a n d 9

11. Propos e d DCT Proc ure ment Re g u lat ions

12. CODS I \ Le t t e r dat e d May 14 , 19 7 1 to DOT re t he Propos e d DOT
Procur e me n t Re g ulat ions

13. Bure a l1 of Na t i o n a l Affairs Pat e nt , Trademark & Co p y r i gh t J o ur n a l
dat e d 5- 27-7 1 . p a ges A- I , A-2and A- 3

14. CODS 1. \ Lett er d a t ed ~1ay 10. 1971 , to ASPR Commit tee re Fa t ent Cos t s

1 5. Re rn a.r ka of J ames E . De nny Be f o r e t he I ntelle ctua l Prope r t y
Righ t s S e mi na r , S mithsonian Institution ) April 7 . 19 7 1
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Nov e mb er 1 1, 19 7 1
",.i

Mr . Roman C. Bra u n
Cha i r ma n , Study Gr oup No. 6
Commi .sa i on on Go v ernmen t Procurement
17 17 H Stre et, N. W.
WashiLgton, D , C . 2 00 06

. '-,

Re:

Dear Mr . Bra u n :

Repo rt by Task Force # 1 of Study Group #6
Commissi o n on Gover~rnen t· Pr o c u r e men t
Allo c a U. o.n of Bights to In v e n t i O D S Made
i11 the Po r f. o r -ma ac c c f Go v e r n n.e n t F~cseft. r c h

a n d De v e l op~en ~ Con tracts and Grants

Attac he ':! i s the F i na l Report of 'I'as k Fo r ce # 1 of Study Gr oup # 6 .
whicih we ~espectfu l ly sub~it wi l l provide some n ew and pract ica l
solutions f o r t he a l l o c ation o f governme nt con tract pa t en t r i ght s .

May I take this o p p o r t u n ity to t ha nk e a c h of the members of Task
Forc e # 1 f o r t hei r c onsci e n t iou s , d i l i Gen t a nd obj e ctiv e e f f orts
in a rr i v J n E~ a t t he c onc Lu o aon s set tor th the r e Ln . It h as De e n 8­

g r ea t r~ .~_ e f: s :'l ~c 8 t o i.D t= to s e r-ve ~,u i t h all. o f t r:.e t1 a nd I h r.v e Le a r-ne d
2 g r e a t d~al from the var i ous viewpc iu t s and e x p e r t i s e o f t he
memb e-r-s o f t h i s wi d e 1y- bas e d g 1' OUp . \Ie are e s pe c i a Lly g r .utefu I
to Mr . ~orm~n J. La tke r o f HZW wh o lab ored over numer ous drafts
of t he r 0 p a r t . Wh i l e i t h ~s not b een possi ble to resolve s o me
of t h e! d e t ai ls of the prob~.e;:;s ' ihicll we d i s c u s s ed ) I b e L i e ve t he
r ep ort r er Le c t s the g e n e r a I COi1C e nS1. i S on t he more i m:port 2. n t
i t e ms. I t a l s o e nUffio r a t e s a f e w of the o t he r fe atures wh i c h
s t i l l re quire spe c i f i c re s olution.

'l'lh3 p r -Lma r v nu.s s i on of the Commission and t h e Task Fo r c e j. s to
p rov i d e 1'8c ''J liiiI:en c1a ti o ns t o Co ngl"ef.: s for pos sib l e Le g i s La t Lon ,
wh ich may invol v e ex~ensiv0 he a~inGs wi t h r e s u l t a n t long-time
dela y. The maj o~ i t y of t he Task Forc e believes that the question
o f allocation of pa t en t ri g ~ ts u nd er gove r nme n t con~r~c ~s is a
lon g- ~ t ~ ~ d i n g o~ e whi ch has net bee n s a t i s f a c tor i l y r esolved by
t he t wo Pr esi d en ti a l ~ emor 8 n d a on Govc r~ment Pa t ent Po l i c y or by
the pleceme z".l pa t r",n t Le g is Lat Lon p z-ev i o u s Ly provided b y' t he
Congress. We al s o h~v e b 8 c n ve r y aw a r e o f the v ast di ~ ferences

betwe e n such st a tements o r legislation and the specific imple­
men tations the reof by the many govern~ent ag e ncies which have
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been given wi d e di scre ti6n. or only v e r y broad policy criteria.
Even different departments in the s ame agency have had quite
different policies and procedures.

We have att emp t ed to provide a much more simplified and equitable
procedure a nd policy f o r res o l vi n g . suc h questions at the more
appropri a t e time s whe n max imum re levant informat ion is available
to both t he Governme nt a nd i ts con t r a c t o rs. We have be en
cognizant o f t he at temp t s b y Con gress and t he Exe c u t i ve t o reduce
governmen t r ed tap e a nd have a ttempted t o ,provid e means whi c h we
believe wi l l s a v e a grea t d ea l of p r e s e nt l y- wa sted e f fort in
negotiation a nd admi n istrat i on. Contractor par t icipation in R&D
contracting is encouraged.

We respect fully submi t that t he essenti al feat ures of the recom­
mended policies and p r o c e du res cou ld j ust as wel l be i mplemen t ed
by Execu t i ve Or d e r under existing powers a nd l e g i slati o n. Mu c h
earlier and mo r e e f fic ient a nd unifo r m adm i n i stra t i on could be
provided wi t h cons i d e r ab l e ![un powe r an d t ax savin gs . We recomme nd
that a copy of th i s r eport be fo rw ard e d t o t he Co mmittee on
Government Pa t e n t Po li c y un der t he Federa l Council f or Scienc e and
Technology f o r consi deration. We als o s~bmit tha t a ny suc h
solutions c annot be rea c he d s o l e l y by consult a tion bet~e en the
various exe c utive a ge nc i e s ) but must inc l u d. e r es o l u t ion of the
pract ical co~si derat ions e ncountered by indust r y in i ts attempts
to serve t he Government and publ i c i n t eres ts .

We recomme nd a g enera l policy '.... h i c h wou l d util i z e a single
government- wide Patent Ri ght s r:2JD c on t r a c t clau s e. I t wo u l d provide
"exclusive c ommerc i al ri g ht s " i n contrac t Lnv e n t i ons f o r a pe r i od
of three ye ars after i ssuan ce of a pa t e n t there on to the R&D
contractor , wh i l e providing t he Govern~e nt a n on-exclus i ve,
irrevocable , royal t y- free, wor l dwi de li c e ns e f or all fed e r a l
government purposes. Such a c t i on wou l d provide ease of adminis­
tration of pa t e n t ma t te r s at t he time o f con tr a c ting. It should
also provi d e f o r more wi despread and eff e c t i ve contrac t or
partic i pa t i on i n gove r n'r.e nt n&D c o n t r a cts, especially by t he
portion s of industry ha v ing large commercial i nvestment, pa t e n t
interests, and expe r t i se in the relat e d field , who could bes t
provide t he Governme nt 's n e e ds. The contractor wou l d be g~an t e d

the initial period of e xclusivity, since he wou ld gene r a l ly be the
entity most likely t o utilize, or license) the i nvention to provide
new products for pub lic use. In order to maximize competition in
the commercial markets and the broadest possible utilization of
the invent ions, the Gove r nme n t wou l d have the ri ght, af ter the
initial e x c l us i ve period, to a c qu i r e , or require , such add i t i o na l
rights for i t s e l f or for others as would be necessary a nd equit­
able.

We believe that the vast negotiation effort now wasted both in the

' .1' =""""''''''': I - V~ • I II!-" t ,.t l \ t ....... ' · I I ! ; I '·-' l l l ...... rlll ' ~l lr \ : Il· ! Tl ·"l · ; . ' -...~ ....... '-:' -I- ~·
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Gove r n men t an d in indus try in dec i d ing t he di spos iti on of patent
ri ght s at the time o f contrac t ing could be eliminated. Mu c h more
rea listic e f f o r t could be e xpende d on a greatly redu c ed s c a le by
consi de r a t i on of pat ent rig ht s wh e n t he rea l in t e r e s t s of the
Go vernme n t , t he Contrac t or, a nd the publi c a r e better d e fined
with respect t o a r e latively few specifi c inventions of re a l
pub lic inte r est . Such a solution wou l d be mu c h superior t o
r e solu t i on of patent ri ghts on an u ninformed basis o f suppos e dly
rel eva nt broad techn i ca l fi elds or a gency ,missions pr ior t o the
time o f c on tractin g . It also always off e r s an accep t abl e d egr e e
of pa t ent prote c t ion to the Con t ractor ~t t he time of contrac t ing.

Inst ead of r esolution of pa t e nt righ t s according to the discre tion
o f t he i nd i v i dual a gencies, we b e l i e v e tha t issues a r i sin g unde r
t he gene r al po l i c ies s hou l d be settle d b y an u nb iased Boa r d o f
Re v i e w c ompr i s i ng a pe rma nent c hai r man and s ecretary, and e x pe r t
me mbers s el e cted f r om a pan e l r e p r e s e n t i n g governmen t, the pub lic
and i ndus t r y. In unusua l circumstanc es, prel i minary appea l could
be mad e to the -So a r d by an a~ency belie v i n g t hat a s pecial
situa ti on i s i nvolve d in a pa r t i c u l a r contrac t . I t is cont emp l ated
that no blanket dev iat ions Sllou l d b e a u t hor i z e d by t he Bo a r d .
Prospective licens e e s under gove r nme n t contrac t i nve ntions also
would have the ri g h t o f a pp e a l to the Boa r d in t he event the y were
un a b l e to n e got j a te suitab le l i c e nses wi t h t he con trac to r under
gove r n me n t contr2- c t inve n "t lons . Pros pe c t i ve con t ractors could
appeal unreasonable Age nc y actions o r d e mands .

The Ta s k For c e has diffe r i n g v i ews on whe t he r "exc lusive c omrae r -c i a L
Ti ghts " to t he contrac tor s hould i n vo l v e " ti tle" i n c ontract
inve n tions or " exc lusive li c e nse and s u b l i c e ns e r i g ht s " t o t he
contra c t or , al l subj ec t to t he Government 's l i c e ns e f o r govern­
ment a l pu r po s e s. We re c o mmen d t h e solut i on of s u c h deta ils by
the Congres s , or t he Exe c u ti ve, de pe n d i ng u pon t he spec if i c
means in whi c h our r e c omme nd a t i ons might be i mp l e me n t e d . .

We also submi t here with a Mi no r i t y Repor t submi t ted by J a mes E.
Denny , Es q . , .a membe r of the Tas k For c e , who bel ie ves t he pres en t
gove r nme n t patent pol i cy should be ade quate . Mr . Den ny' s r e po r t
commen t s fav or a b l y on s ome of the fe atu res, i nc l udi n g the Review
Board , of the Ma j o r i t y Report, whi le quest ionin g t he d e sirabili ty
of other fea t ures . He conc lud e s by s t a ting t ha t he considers
the Ma j or ity po l i c y to be an a l t e r nat i ve he cou ld support.

We are not f o rw a rdi n g he r ewit h the numer ous b a c k ground items
listed i n Appe nd ix A si n c e Stu dy Gr ou p # 6 a l r eady has t his
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material. However , we are forwa rding Appen d i x B which inc l udes
some additional background items of curre n t i mpo r t ance which
may assis t i n e valua t i n g ou r r epor t .

If Task Force # 1 can- be of furt her a s s i s t.ance , please do not
hesitat e to call upon us.

Very truly yours,

J . L . Whi t t a ker
Chairma n

cc: Memb ers of Task Force # 1
G. D. O' Bri e n , Es q .
O. A. Neumann, Esq.
Leonard nawic~ Esq.



REPORT BY Tf\SK FORCE NO. 1 OF STIJIi'Y (~OUP NO. 6 OF 1HE CCN'.IISSION ON GOVER\~lENT

PROCUREMG~T ON 1HE ALLOC-\TIO;~ OF RI QITS TO I N"\'Et\Tn ONS MADE IN Tf1E PERFORHI\J\JCE

OF GOVER\(\lE:\l' RESL\RG-i AXD DE\'ELOP~iE1'-rr COf;[Rt>.,crS A~m GEANTS

'!HE TASK FOP.CE AND ITS ASSIG\)!E~T

The Tas k Force Has as s igned to cons i der the probl ems i nvolvi ng
a llocation of rights t o invent ions made in the per formance of govern-
ment r CS I;2.1' Cr, and devc Ior ercn t contrac t s and I.'T ;:Ul t S . (111 e t.erms " r ich ts
to i nvent i ons " or " i nvent i on r i.zh t s " shou Id be under s t ood to includ~
"patent rights" when patent appJ.i cat ions or patent s are invo lved .
Further, the tenriS "cont r ac t (s )" or " contr3ctor (s)" sh ould be under­
s tood to hcr e i naf't.er include , r cs pcct i vely , "grant i s }" and "g ran t ec fs}"} .

The men;bership of the Task For ce consists of individuals chosen
for t heir patent exper ti se from goverrunen t , i ndustry, Uni\-CL~ i t i cs
and t he pr i vate b ar , In an effort t o obt.a i n an cb j eeti lie v icw1

each r epr cs cnt a t i ve was r eques t ed t o present his own views and not
those of hi s employer.

BACKGRO\JND [·i:\TUUM.5

During t he deliberation of issues presented to the Task f orce
it took i nt o cons i dcra t ion 3. numbe r of factors , mc lud ing t he
expc r i ence of i t s mecber s hi p , Pres i dcn t Kennedy IS and Nixon ' s
Statement of Patent Pel Ley and t he experiences the r eunder , cxis t i ng
l egislat i on , i.xccut ive and Congress ional hcar i.ncs and r eports,
r egulations of the Exccu t i ve , and hear i ngs and i nves t i.vat i.ons of
this Corrm i.s s i on ar.d othe r n r i vate gr oups . ;-\ bib l i oz r-aohv lis t i ng
an extens i vc amount of l it~rature gener at ed or t he deb ~ t~ over al lo­
cation of i nvent i on rights i s at tached as APPE\uI X A .

-
INTRODUCTIO:-l .~\'\1) HISTORY

. The rapid i ncr eJS e of govel~ment - funded r esear ch and deve lop ­
ment s ince t he end of ~'lorld ivar II to t he level of 1S bi ll ion
dollars i n fi scal year 1971 has f ocused a t tention upon tile adequacy
of gove rPJnent po l i c i es governing t he dispos i tion of invent i ons made
by contract or s i n perfol~ance of govenL~ent contrac t s . .

_ _ _ _ ,- _ _ -.._" ...... .. ... ......~ _" 1"" ¥ .I-\,... t l_' l,""..i...l lU J. 1 UL
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DJring the early stages of L~e eA~3nsion of government-sponsored
research and development those departments and agencies of the
Executive most affected is::;ued regulations,making disposition of
inventions between themse Ives and their contractors. In the main,
such policies provided for cither (a) a first option to title in
the contractor wi t11 a royalty- free license to the government for
governmental purposes or CD) ti t Ie in the department or agency
with a nonexclusive license to the contractor for commercial use.
The former policy was best exemplified in the Dcpartment of Defense
patent regulat i ons . The Departmerrt of Defense has stated that this
policy satisfied their needs since it gave the goverErnent 3S 3

minimum the world-wide right to utilize all Department.vfunded inven­
tions for goverrmental purpos es. 111e latter policy was best exempli­
fied in the patent regulations of departments and agencies whose
research and development mission is directed toward generating results
that might be useful in the civilian economy .

. As the issue surrolli"1ding the allocation of invention Tights
became more pronounced, the Congress acted to provide statutory
guidance. 'This guidance took the form of individual statutes wh i ch
covered inventions evolving from a portion of or all entire depart­
ment or agency's research and development progran.

The language of tI18 statutes reveals no consistent intent on
the part of Congress to provide a lffiifcrm govem,,:,cnt patent policy.
To the contrary, the s t atutcs provide in some ins t anccs for title
in the government and in other Ins tances direct the department or
agency to take into consideration the equities of the contractor.

An attempt to moderate the controversy revolving around the
different statutory and rcy;ulatory patent polic ies eventually
resul tcd in President Ki';nned\t I s Cct obcr 10, 1963 ~rcmor.:mdu;n and
Statement of Covcrnmcnt Patcrit Pol i cy . Thi s Statcment was the
first effort by the Execut i.ve Branch to resolve the allocation of
invention rights issue on a zovem;;;cnt-wide b.:::.sis. President
Kennedy's Statement is based on the as surmt i.on that no s i nc l e

I ~ ~

disposi t.i cn of owne rsh ip could acccnmcdate the Jifferent mis s i ons
of the various government. agencies. Thus, the Statement indicated
as one of its objectives, ;' .... a govcrnment.-wide policy (subject
to statute) on the disposition of inventions made unde r government.
contracts reflecting conn.on principles and objectives, to the
extent consistent \.;ith tl.c mi s s i ons of the rcspcc t ive J.QCl1cics."
(UilderIining ~tnJ parer1tllctl<.::tl CL.tU:-iC ac.L1C'J.) TcorJingly, the
Statement l e ft to the various departments and a:..;cncics the deter­
minat i on as to whcthe r their prior existing policies were consistent
wi th the intent of the :";tatement.

- 2 -
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On August 23, 1971, Pres ident Ni xon issued a revised l-lemorandum
and Statement of Government Pat ent Policy . The revis ed Statement
left unaltered the bas i c pr inc i ples on t he allocat ion of invent ion
rights se t for th i n Pres i.dcnt Kennedy I S 1963 Statemen t. However ,
the revis ed St atement does provide f or additiona l author i t y in t.~e

departments and agenc i es (not o then~is e res trained by statute) to
grant exc l us i ve rights to cont ractors i n i dent i fi ed inventions to
which t he governmen t has e i t her r etained a firs t option t o title
or has already t aken ti t l e . This authority has been previously
exercis ed by s ome of t he depar t ments and age ncies upon a contrac t or ' s
petition f or title at t he time of i dentification of the inven t ion
or through t he granting of cxc I us i v e licens es t o inter es t ed deve l ope rs
under government - con ed patents .

As of this da te , t he departments and agenci es have t he author i ty
under t he r ev i s ed Pr es identia l Stat.enen t or under s t at ute to t ake
ti tle or licens e i n t he government ; de lay dc tc rminat i on of ownersh ip
until i denti fication of t he i nvention; or grant exclus ive licenses
under governncnt. -cwncd pa t en t s . Since issuance of President Ken.ledy' s
Stat.ement , most of the dcp ar t ment s and agenc ies have been i. nc r ccs ingIv
utilizing va rious combinations of t hese mechan i sms of d i sposition .
A cont r ac t claus e r eservi ng title t o the governn1ent is gener a lly
ut i li zed when the contr ac t r eIat.es to cert ain t echnical fie lds or
miss i ons and l es s ofte;) u.:idcr ot he r specified conditi ons . Only in
the absenc e of such fi elds or condi t i ons and pr ovi d ing t he contract or
c an es t ab l i sh spe cial cxpe r t i s e , f :ic i lities , pat.ent pos i t ion , etc .
does t he govi:ITJJT1e:1t ut i l i ze a con t r ac t claus e pc nni t t i ng t he contrac tor
a first option t o title t o i nventions whi ch may ar i s e in pe r form ance
of the cont r ac t . CLaus es wh i ch defe r dc terrninat ion unt i l i clent ifiGl ~ion

"of the i nvent i on are ge nerally used when ne ither the cri tcria for
a title or licens e c l aus e are c lea r l y me t .

Notwit.Jt,standing the issuance of the 1963 Kennedy Statement
of Governme nt Patent Pol i cy, Congres s cont i nued to provide gu ide ­
lines i n t he fo rm of i nd i vi dua l s tatutes as mew research proor arns
were initia t ed . The Task force is of the op inion tha t Pr cs iJcnt
Nixon' 5 revi s ed Statement wi 11 pr obab l y not deter similar statutory
enactments.

(For fur- ther de ta i l conc erning the histor i cal deve lopmen t of
gover n..merit pa t ent policy pri or t o Pres ident Nixon ;s rev i sed Statement

.s ee "Remarks of .James L Denny Bef ore the Intellectual Pr one r tv
Rights Semi nar, Smi.thson i an Inst i t ution, Apr i l 7, 1971," .~PENbIX B )

ANALYSIS OF CJRRE:IT CO'.TP\X~· 1f:.\l' P:\TPiT POLICY

The Task Force, after r evi.ewi.ng the di f f erent statutory and
regul a t ory pa t ent polic ies under which the depar -tmen t s and agenc i es
now operate, was critical of a number of aspects of the polic ies I

- 3 -
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overall impact. The Task Force believes that some of these criticisms
would be inherent to 8.J1Y government-wide policy which permi ts
Congress or an individual department or agency to establish and/or
implement policies for such department or agency different frorn
other departsent or agency policies. The follo.\ing were considered
to be ~le most iw~ortant areas of concern:

1. The existing patchwork of statutory and reg-ulatory
policies under wh i ch the departments and agencies now
operate docs not afford government; contractors, who deal
"'J."1~ h f'" ,1 t i ule Q'en ar trnerit '-: an,n acJI"nr; o <!; th ,,> 0' F'" 1-,'"-'0 oftI~ \..-tL li.>,..4__ L "-'J..J(..;j,J. ~ll""""". _.. _1 ....-... ....... - 0 .................. .;.......... "-' , ..... \...- "-',::.., ..........

predictability of ownershi.p of resulting inventions and
the ease of admirris tration one could reasonab ly expect
when dealing wi th a single entity such as the Federal
Covernmcnt . In addition to the difficulties encountered
in mas ter ing the multiplicity of differcnt department
and ~'ae~l('V ""'''11',,-j'''5 ~f-n ~;:"~~7'1-jr'l" 'c'Ti\n" burden ~r,hJ Imnos edC4J. U o 1 \....; tJ\,J ..... •-.- ............ , L.. L'__ Ctl.,....;~d..L..l...:..~ J.. ....... 1".. ...... '- LJ .l_'-'l 1L......-n IdlJ_'

on the contractor to establish his equities in inventions
that have resul t cd or Hill result from his government­
sponsored research is out of proportion to the total
number of econo;;lically significant inventions
gen.erated. It is further noted that. the burden on
the contractor to est.ablish these equities also
creates em adnun is trat ive burden 011- the govern-
ment to revim; the contrnctor 's position. TIle Task
Force believes that a govCTllr;',ent pat.errt policy should
provide for prcd ict ab i Li ty and ease of admirri s t rat i on
on the part of both the contractor and the government;
wherever possible .

2. The Harbridge House Stud)' on Government Patent
Policy indica.ted that in certa.in situations the retention
of exclusive conuacrc i a l rights in the contractor "will,
on balance, pronote utili.::ltion better than acquisition
of title by Cove rnnent.". It is axiomatic that those
departments and agencies that retain title to all inven­
tions generated by the i r programs for ded i.ca t i on or non­
eXc:lusive licensing, by policy decision or through statutory
direction, :lre precluded from identifying those inventions
best retained by the contractor. The Task Force believes
that a government patent policy should encourage comncrcia l
utilization of goverrunent- funded inventions. It was also
noted, hO\';ever,~that :1.'1y policy should con t a in provisions
which would preclude ant i compet i ti ve consequences which
may result from an cxcess ivo period of exclusivity in a
contractor.

3. Under present policies, t..~e Task~Force believes
there are instances in hhich the contractor, knowing
he will be unab l e to rc t ain exclusive consnerc i a l rights
to inventions generated under a proposed cont.ract , Hill
refuse to participate in a government program because of
jeopardy to his pr ivatc Iy financed conmercial position.
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He nc e , a new ad v ance i n t he a rt ge n8r~ t e d in p erformance o f a
governme n t-fun d e d contr a c t wh i c h wil l no t be o wne d b y t h e invent­
ing contrac t o t c o uld severely un d ern ine t hat cont r a c tor's back­
groun d p o s it ion . The Ta s k Fo rce b eli eve s that it is in the
national j~terest t h a t g overnme n t pa t e n t policy e n c o u r a g e maximum
participation of all industry in g o v e r n me n t programs.

4. The Task For c e has f o u nd no pe rsuasiv e r eason why the
techn i c al f i e ld o r mission of a d e partment or age n c y p rogr a m
should be an ove r ridi n g fact o r , as ex i sts un der p r e sent policies,
in dic t a tin g the d i spos i tion o f in v e ntions ) wh et he r t hat d i s ­
position b e b y ti t l e o r license i n t h e government . The dis­
positi o n of o wn e r s hip based on ly o n tec hnical f ie l d or mission
neces s a r j.l y e Lt mt.n a tes cons Ld e r-a ti o n o f s i gn i f i can t e q u i ti e s of
either the pu b l i c o r the c ontrac tor. Fur t h er, in v en t i o n s
result i n g from r es e a r c h in a p ar t i cular fi eld or miss i on-d o not
necess ~lr~;--Fl<ive ·· ariy reTaT"lon '"tOsuc h "t cclHllc8.1 f ie l a or mi s s l o n ,
or may h a v e muc fi 6 r o a d e r a p p l i c a t i o n , 'as h a s been t h e case in
many i n s t a n c e s.

5. r he d iffe r e n t e x ist in g statut o ry an d r e gulat ory p olici e s
resul t i n d i f f ere nt dis p o s i tion o f i n v e n t i ons wi th i n a sin gle
f.ield o f t.e c hn o l ogy . I n p r a c t i c e J President Ke n nedy I s St a teme n t
has n o t b rou ght a b o u t a u nif orm dis p os i ti on of s u ch i n v e n tion s ,
due to d if f e r in g d e part me n t or a ge ncy in t er p r et a ti o n o f its
langua g e. The Tas k For c e be l ie~es that t hi s situat ion wi ll
cbnt~nue under Pre s i d e n t Nixon's Statement, since the revised
Stateme n t is n ot s p e c i fical ly ai me d at ov ercomin g this p r ob l e m.

6. Man y o f t h e fa c t o r s i d e n ti f i e d i n t h e Pres iden t ial Statements
as in f l u e nci n g ut i l iz a t ion, part i cipat ion and c o mpeti t i o n have
littl e r elev a nc e p r i o r to in v e nt i on· ident i fica tion , an d a re o f
quest i o n a ble b ene f it i n ma k ing de t ermina t ion a t t he ti me o f
makin g a c on tra c t. F urt hermore , a n u mb er of t hese f ac t ors do '
not b ec o me rel e v ant un til s o me att e mpt ha s b een made to undertake
the exploitation of the invention commercially.

TASK FORC E CHO I CE OF DIRECTI ON

Rathe r than c oncur in s e p2 r at e d e p a rt me nt or a gency policies or
a unifor m gove rn~ent pa t ent p o l i cy prov idin g for di ff erent d i s pos it i o n
of inve n ti o n s , de pend ing on t echn ica l f i eld , n iss i o n) or case circum­
stance s, as e x e mp l i fi e d by the Pres i dent' s rev i s ed S t atement on
Gover n men t Pat en t Po l i c y , the Tas k Force d e te rmi n ed t o e x p lore t he
possibilit y of formulating a u n i f o r m gov e r nme n t pa t e nt policy wh i c h
would make a a i nrr Le disposi t T oll of Ln v ent i o n r ights in a.Ll-irlStaI1Ces.
As discus s e d ab o vC:-'t h e fas-K Force beIl e-':" e s tha t any uniform
govern men t p a te n t po l icy p r ovid in g for a s ingle dis p osition of
invention r i g h t s shou ld ma x i mize t o t he extent p o s s i b le :

"Utilization" of the inventions resulting from government­
funded r esearch;

Contrac tor " p a r ti.cipation" in government programs;

"Ease of Admini s tration" o n the part of both the government

and the contrac tor; and

"Competition in the marketplace".
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Wi th these goals i n mi nd , and with t he expectat ion t hat the policy i ..-oul .d
resolve a numbe r of s ep arately posed and re l atcd i ssues, t he Task For ce con­
sidered and agr eed on the f ol Iowi.ng in maki ng i t s propos a l :

1. 1n e Task Force agrees, as did tile Pres ident's CCQm i s ­
sian on the patent system in its Noverrbe r 17, 1966, r eport ,
that a pat ent sys t em stimu ] at es the in'!es t T:1cnt e ~ additi ona l
capit al for the further development llild marketing of ~uducts usi ng ill1

invention by givi ng ' t he patent owner the right, for a
Limi t ed period , to ex clude others f rom - - - or license
ot her s for --- mal .i.ng , us i.r.g, or selling the invent ed
product or process.

2. A unifcrm government; patent policy result ing in govern­
ment ownership of inventi ons made in pcrfoTIlanc e of its
contracts f or dedi.cat i on t.o t he pub lic, or the gr ant i.ng of
on l y non- ex c l us i ve' l i cens es, whether such owne r sh i p is bas ed
'on a teclmica l f ie l d or miss ion or otherw i s e , would necessarily
elirruna t e the stirr~lus envisioned by the patent system.

3. Under such a policy , 1'.J10re is a prospect i n some cas es
that the mar ke t potenti al of an .invent i on and ot her me an s
of proper -ty protection \-/i 11 not adequa te l y s erve t o encourage
the Inves tmcnt of r i sk capi tal f or dcvel opmcnt ",'hen not
f i nanced by t he govc rnment , 111e r esearch mves w ent i n
such i nven t i ons vi l I to a l arge extent be lost to the
public.

4. It Has t heref or e a r rccd that anv uniform po l i cy-. , . .. ~

reccrmendcd mus 1'. provide [or cxc l us i \' 2 corrr.e rc i 31 r ight s
in t he i nventing orgaru zat i on or another devc I opc r i n

. thos e i nventions wh ich wou Id not ot he rw i s e be uti li : ed .
(It should be undcrs tocd t ha t t he term "exc lus i ve conmerc i a l
rights" includes either ti t l e to Dl.C invention or an
exclusive licens e the r cundc r . ) The Task Force agrees
that exclusivity could be provided in the following t wo
ways:

·a . Granting commercial exclus ivity at L~e t i me
of contract i ng t o all i nvcTltions t o be gene r at ed
in performa~ce of suu~ contracts; or

b. Granting conmerc l a l exc lus ivity s e l ective l y
after i den t i f icat i on of the inventions on t h e
basis of evidence that dc ve Iopmen t may not
proceed wi t hout such exclusivity . (For t he
purpos es of this d i S CllSS i on , this mechani sm
shall be r e ferred to as a defer r ed de tcnnin-
at i on policy, and s hould be under's t ood t o
include a government. exclus ive licens e po l i cy
nOH pos s i ble lmder Presiden t Ni xon ' s r ev ised
Statement v;here not otherwis e negated by statute
or agency policy.)
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5. The Tas k Force r ecogni zes t hat ~lder a deferred deter­
mination policy t he possib i Li ty of maximi zi.ng "compct i t i on"
exis t s, since exclus i ve corsnc r c i a l rights wi l l only be
gr an t ed when i t is S h O'.o;TI t hat exc l us i vi t y is the dc t cnni ni ng
f ac t or i n bringing t he m vent i.on to the mar ketp l ace.
However t even as suming that t he government; could correctly
identi fy all inventions requi ring exc l usivi t y , a lbei t a
r emot e poss ib i l ity , it is t he opinion of the Task Force
that a deferred po licy has and wi l I ne gatively af fec t
cent r ae t or "na r t ic i pat i on" i n goveITL:1ent progr ams , "utili -

{ . 0 J

zation" of t he results of such programs , and "ease of
admini s t r at i on" on the part of bot h the govemmcnt and the
contrac t or -as ampli f i ed by the f ol Iowmg :

a. TIle uncertainty of ownership involved i n a
def er r ed de t er minat .icn policy wouId d i scourage
a t l eas t some contrac t or s f rom par ticipating i n
government progr ams. !'- Ios t certainly a cont r actor
whos e priva t e ly financed b3.ckground pos iti on
would be j eopar di zed by r.cwl y gene rated i nvent i ons
which he mi ght not neces s ar i ly 0 ..,11 must thi nk
s er i ous l y be fo r e t ak i ng a cont rac t whi ch i nt ends
to capitali ze on h i ~ backg r ound posit ion .
Refus al to pa r t i cipatc i.n th i s s i t uati on Hi ll
pr obabl y necess i t a t e the gove rnment contract wi t il
a l es s qua l ified contrac t or or not ccntr3ct
at all .

b. TIle long pr oces s ing periods mher cn t in 3_

de f er r ed determi nat i on policy wouId in s cene
cas es delay promp t utilizat i on of governmen t
i nventions, since a par t i c ipat i ng cont r ac to r
would wi sh to estab lis h his r i ghts prior to
inves ting hi s risk capital. Ut i l i zllt ion woul d
als o be adv er s ol y affected by the admi ni s t r ative
bur den of petition ing t.1 0 gove rnmcnt for exclu­
sive commerc:i. al ri ghts and t he probable requ ire ­
ment t hat the contractor fi le patent app l i c Cl t ions
to protect the prope r ty r i ghts dur ing t he pe t i t i on
peri od. Faced \-.. ith t hes e t as ks , - the par t i c ipa t i ng
cont r ac t or wi ll have Ij t t le int erest in inven­
tions that appear economically mar gi nal on f irst
review.

c. Fi nally , the Task F0Tce agr eed that the
increas ed admi ni s t r ativo cos ts t o both the contractor
and the government fo r the drafting , sub mission,
and r evi ew of ne t i t i ons on a c as e -by-cas e basis
would be out of oroc or t i on t o the r esul t 't o be
achi eved through ' i mp l ementation of a deferred
detenninat i on policy.
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6. In light of tlle deficiencies i nherent in a deferred
determi nation policy , t he Tas k Force agreed. that J. policy
of granting exclusive corrmerc i a I r ights t o t he cont r actor
at the t irne of contracting to all inventions generated
in performance of governmen t cont rac t s was the single
means of max in i z ing "u t i l i.zat i.on" wi thou t generating
advers e condi t i ons f or "par t i cipat i on . " In addit ion to
these advantage s , a . poli cy wh i.ch makes disposi tion at the
time of contracting offers the oppo rtuni t y for max imum
"ease of admi nis t r a t i on '". The Task Force did note ,
howeve r , that " eas e of adrai.n.is t r at i on" , unde r such a
pol icy woul d be propor t i ona l to t he degree of foll ow-up
or "march-in" rights r es er ved t o t he gove r nment , bu t
under no c i rcums t ances woul.d suc h a policy create the
level of admi nis t rat i ve diff iculti es now encountered
by depar t meri t s and agencies in the def e r red det e rmi nat i.on
portions of L~e i r po l ic ies .

7. Notwi thstanding the advan t ages to be ga i ne d through
a un i.fc rrn policy of gr an t i rig ex cl us i ve conme r c i al r i ght s
at the t ime of contracting t o all i nven t i ons generat ed ,
the Task Force was of t he opini on that such a policy
could adverse ly affect "compct i ti on" in the ma r ke tp l ace
if such exclusiv ity wer e t.o r emain i n t he contractor for
the full period of the patent grant in all cas cs . In
oTder t o avo id th i s cons ('~ucnce , the Tas k Force agreed
that r i ght s J ~IUS t he rcs c r vcd t o t he . gO\TT1:;:1Cnt under
such a po l i cy wh i ch would en able it t o as sur e agains t
indiv i dual abuse of the pr i vi leges l'ct;:l i ncd by the
contract or, Thes e "march- i n" r i ghts woul d Insure tha t
a contractor's ex clusivity would ex t end only ove r a

'period j ustified by the contract or ' s equ i t i es and the
public' s need fo r compct i t i on i n the marke t pl ace .

8. The Tas k Force agreed th:1t the benefi t s to be de r ived
through a policy of di spos i t ion at t he tir.;e of contracting
outwe i gh t he need for i dea l ccnd i tions t o generate "compe t i.­
tion'" h'hich may not be m;:lxim i :ed since SOr:1C exc l us i ve
comme rcial rights woul d r ema i.n wi th the contractor to a
greater extent than unde r a defe r red de termination po licy .
Thus, the Task Force bc l i.eves t ha t a policy of dispos i -

- tion at the time of cont r ac t i ng wi ll pos i t i ve l y e ffe c t
utilization of govc rruncnt- funded invent i ons and part ic i ­
pation of contr acto rs the reby increasing the nati on's
potential t o cmp loy l :dJ o r .uul l'ilising the lcvc l 0 1' its
exports. lu r t hcr , ll l i l X i il l i:',i l l i ll !l of pnr t i c ipat i on wi I I
increase t he govc n uncn t ' s ab i l it )' t o focu s puhl i c fW 1US

on the kinds of res earch and de velopment whi ch have
high, long-fitn s oc i a l value, but is ris~)' and not sharply
reflected in prof i t oppo r tun i t ies f or .J. sponsoring privat.e
business f irm. Since it cannot be predicted wi th any
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