
accur acy how competitors will m~et the . introducti o~ of
a new pr oduc t made under exclusively held p~tCIlt r i.ghts J

it CarU10t be dc tcrmiried whe the r Imp l.ement.a t i.on of such
a policy wi ll resul t in aT1)' decrease in ccmpe t i t i on .
Of much gr eate r s i gn i f i.cance are the rights reserved to
the government; under such a policy to as s ur e against indi ­
vidual abus e of t.1.C privil eges retained by the cont r act or J

and t11C knowl edge t hat t he contractor remai ns sub j ect
to the pr ovis i ons of t he ant i t rus t I aws .

SYNOPSIS OF TASK FORCr; PROPOSAL

Based on the abov e anal ys i.s the Task For ce draft cd a
propos al , s et fo rth be LowJ wh i ch provides fo r a uni form paten t p o l i c y
makin g a single disposition of invent ion r i ghts in most inst ances ~

.Irnpl.emcnt.at. i cn or t hi s propc s a l envi s ions r epea l of all mcons i s ­
tent _statut ory provisions .

The proposal provides contractors a guarantee a t tile t ime of
contr ac t ing of a firs t opt ion to t he exclusive cormer c i.a I r i ght s
t o a ll i nventions genera ted in per f oIlTI.:L'lce of government- f unded
r es ear ch. Upon cxer cis i ng t he opt i on , such rights i n the cont r ac to r
are subj ec t t o a r oyaLty - f ree , nonexclusive license to the govern­
ment fo r Federal Cove rnmen t a l PtE1;oses t hr oughout the wor Jd , Failure
t o exer cise the op t ion r esults i n s uch right s enuring to the
governmcn t .

The guarant ee of an option Hi 11 be extended t o un i vers i t i es
and other nonorof i t orcan i za t i ons on1\' af t cr govCnlil1Cnt r cvi ew of
t he ade quacy of their organ i::a.t icrl3.1 pJ.t.8n~·-;'71 Jrl ageji1Cnt capab i Li t y .
'While it Gill be expected t hat mos t comncrc i a l concerns wi.II have
an es t ablis hed procedure fo r i.dcnt i.f y ing , r eporti ng , and ad.ni n i s t er ­
ing i nvcnt.i ons , the sarne capab i l i t i es C2ILnot be presumed to ex i s t.
a t all un i ve rs i ti cs and nonprofi t organ i z. a t ions . Thcr cfor e , i t \,.:15

concluded t hat the public interest is bet t er served by re t en t ion of
such rights i n the government 111 s i tuations where the university
or nonpr of it organ izJtion has no pat ent admin i s tra t ion capabil ity .

lVh er e the option has been exercised , and a U. S. paten t appli­
cation filed, the pr opos al cOl1 t c:mplates that contrac t or s retain t he
excl us i ve c onme r c i a l rights dur i ng t he pe riod f r om patent f iling

. to -three year s a fte r i s suancc of a paten t. If a contractor has
not brought t he i nvent i on to t he marketp lace within the time from
patent fi l i ng t o th ree yea r s ~1 f t c r patent i ssuancc ,- s uch rights
may be revoked and v(':; t cJ in t he' ~ ~ U V l' r!1llH.' n t. I I the con tractor
should succeed ill (: 01i ll ! ! I \ r c j ~ 11 i ::;\Unll a t' t he i nvcnt i on dur i nj; t!lis
guaranteed period , t ile cxc lus ivc commc rc i a l rights ves t in t he cont rac t o r
fo r the full per iod of the pa tent gr unt , subj ect to the poss ibility
that the government may r equire nonexclusive licons ing of the Il. S.
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patents after the guarant.eed period has pass ed. The 'requir e -
ment for such licensing Hi ll be determined by a Government
Patent Revi ew boa r d on pet i tion of any interes t ed pa rty af ter a
contractor hoI di ng ti tle to any i nvention made i n performance of a
gove rnment contract has r efused to gr an t en tirely or on acceptab le
t e r ms a nonexc l us ive licens e under s uch inve ntion . The board , in
making i ts dct.ermi.nat i on and setting the terms of the licens e, i f
any, wi l l t ak e into cons iderat ion t he equiti es of the i ndi vi dual case.

The proposal envisions t hat the per iod of g'~aranteecl exclusivity ,
coupled wi t h the possibility of cont i nued exclusivity f or the life
of the pat ent, '..vi l I creat e an Inccnt ive for 'par t i c ipat i on i n govern­
ment programs and t he ear l i es t pos s i b l e util i za t i on of i nventions
gener ated by such programs. The guaran t ee d per i od fur ther r ecogni zes
the contr act or s' background equities which ar e presumed to be present
in all cases . I n addi tion , t he propos a l pl ac es corrmerci al develop -
ment of the invent ion in t he ha nds of the par t y mos t likely t o accompl i sh
t hat tas k and ur ov i dc s t he incentive f or the .inves t meu t of risk
capit al r equi red to br ing it t o t he mar ket place wh i ch has be en
es t imat.cd on t he order of 10 to 1 \,,'11e:1 ccmnared t o the cos t of
making tJ1C i nvcn t i cn . ~111 e rcver s i on of ri [~h t s to t he gove rnment
in t he even t the contrac t or f a i l s t o conrnc rc i a l i ze the i nven ti on
provides gr eat e r assurllilce of uti l i zation of gove rruncn t - fwlded
inventions.

111e creat i on of the Covcrrmcrrt Pa t en t ~c'.,' ic\ ,' Boa rd as s ur cs t he
pub lic t ha t the guar an teed pe r iod cf exc lus i v i tv Hi 11 not be extended
unjus t i f i ab l y . The existence of the Boa r d wi l I encou rage both t he
contrac t or anel a prospect i vc licens ee of a government - f unded invcntion
to nego ti ate accep table terms and thereby avoid goi ng t o t he BO:lTd
to settle differ enc es . In general , it i s pr es umed t ha t i f t he con­
tract or had made significan t pr i va t e Investncnt in t he de ve Iopmcnt
and ut i li za t i on of t he inventi on and t he invention was ava i L ib l c
to t he publ i c i n rcas oncb l c qU ~J1t i t i IC; 5 and pri ces it cou l d exp ec t
to preva i I in a dis pu te brough t t o the Board , On t he ot he r hand ,
the l arge r the govcrrrncnt i nvcs tmcrit in bringing the invcnt icn to
the point of utili::ati on , the less l ike l y t.he con tractor could
justi fy cont i nued corme r c i a l exclusiv i t y .

The Boa r d, by t he nature of the po licy , Hould need to cons i de r
only economica.l I y s i gni f i can t i nvcnrions i n whi.ch t her e was a s eri ous
interest and controversy. Fur t her , the invention \'.' i11 ha ve been
identified r a t her t han hypo t hc t i ca l and the economi c and i nvestment
data ava ilable to t he Board would be r ea l ist ic and current.

111e government a~,Cncies woul d provide the Bear d wi th r c levant
infonnation regJ rc..l ing t he i r r ole in t he de vel opment of the inven t i on
in question. They wou l ci abo provide the Board wi th the appropriate
public interes t and miss ion cons iderat i ons wh ich t hey be lieve should
affect the Boa rd ' s dec is i on . Howcver , the Boar d wi Ll make its
decisions on the record and \\'i 11 be gu i ded by statutory or admin i s t ra­
tive criter i a and be subjec t t o judicia l, r e vi ew. .

- 10 -
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In draft i ng the proposal, the Task Force t ook particu l ar not e
of tile smal I numbe r of invent i ons whi ch are known t o have been developed
for t he corrsne r c i al marketpl ace subs t anti al Iy at government expense
The number of such Inve n t i ons becomes even smalle r i f the add i t i.ona l
cost of promotional act ivi ti es in bringi ng t he invention to the marke t ­
p l ac e is unde r taken by t rie government , I t ...as agreed t hat under t he
ci.rcums t ances the equi ties in. f avor of l eaving excl us i vi ty fo r any
period in t he cont r act or t o this small nUiT'ber of inventions are l ess
.than the usual s i tuat ion i n whi.ch t he contract or contr ibut es his
risk capit al t o bring t he inventi on to the marketp l ace . A close
anal.ys i.s of such i nventions i ndicat es that t heir cont i nued deve lop-
ment a t governr.cnt expense woul d generally r equi re add i t i.cna l funds
from fo l l ow -on cont r ac t s . Howcve r , \·;nC1'0 f ol l ov-on contract s arc
deemed appropr i ate the peri od of t i me over Hhich such on i nvention
is conceived and b r ought t o t he marke tp lace woul d gener ally exhaus t
the guar anteed per i od of excl us i vity , "L'lUS precluding a wi ndfa ll
to t he contrac~or .

Nan d t hs t and ing t he vi ew t hat a contractor Hill ordi narily
exhaus t his gu ar an t eed per i od of exc l us i vi t y i f deve Iopment fo r
t h e c onunerc.i a l mar ke t p l ac e i s unde r t aken subs t ant. i aIlv a t govcrnT' :ent
expense, the prcposal pr ovides to t he Boar d t ho r i ght to subs t i tu t e
a pa t ent c l ause at the t ime of cont ract i ng wh i ch leaves t.o t he
government t he f i r s t opt i on to exc lus i ve commcrc i a l r i ght s i n i nven­
tions wh i ch 3.1' 2 the cri ma rv ob icct of t he cont r .ict . The Boar d wou l d
exer cis e t h is r i rht upon a' dcnar tr.cn t or auc ncv r coucs t made prior
t o CO""t " ;1 c t \ 'h l' cl~ Ls 'o'L- C '- moan '1' cd I" , ., S '-0" ;'::n '. : -h c; r ' r,u',c]-, ( 1 - , , ) ar tncn t#1 , .l..~_. \ t o. ...... ! • • , .J<. ~ r"... c» \0" C\ ... J l...... , ', ...l... .l..'t.: L , L"'-"" l"...:::: 1 .... Ll 1".1_11 ' 1 .

or agency rnt cnded t o develop substan t i al Iy ~t i t s expens e' <I.H identified
product or proces s for use by t he gener a l pub l i c .

******. ***

It should be noted t ha t t he p r oposal cont empl a t.es tha t exclus ive
title to all f orc i gn paten ts wi l l ves t i n t he contractor f or the
full t e rm of the pa t ent \~ raJ1t i f t he contractor compli es wi th t he
cond i t i.cns of the' proposa l.

* * * * * * *
PROPOSED POLICY FOR T; [E ALLOCAT I ON OF RIGHTS TO INVDlnONS

}~DE illi DER GOVE~~~2NT R& D CONT~\CTS

1. POLICY

- A. vlith the exception s et forth in 5 (A) (3) b e Low , contractors
shall be gU Drant ee d at the time 0f contracting a fi rst o ption t o t he
exclusive c o~ne rcial r i ght s i n a ll i nvent i on s ma de in pe r fo rma nce
of, gove r nment -funde d c on t r a c t s . (The term "exclu s ive commercial
right s " should be underst ood to in c lude ei t her title t o t he
invent i on o r a n e xc l usi ve l ic en se t here t o wit h t he excep t i on t hat
as the tenTI r e l a te s to f o r e ign patents or patent a ppl i c a t i ons
it means title).
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B. Any statut or y provis ion s whi c h ar 6 inconsis t ent wit h su ch
guarantee or the principles of t hi s policy sha ll be .r e pce Ied .

c. The gua rantee of exc Ius i ve commer cial r i.ght s v1i ll be
extended t o univers i t ies a nd ot he r nonp r ofit organizat ions only
after government review of th e a dequacy of t hos e or gan i za t i ons ·
patent manageme n t c a pab i l i t ies .

D. The gov ernment ma y l at e r . r evoke s uch right s in a cont r ac tor
after f ail ur e of .t he contrac to r to meet co ndit ions as he r e i.na f t er
provided.

E. Exc Ius Lve c cnmer c i a I r i ghts in a j cont r ac t or vl i l l be
subj ec t t o a world -wi de, royalty- f r ee , nonexclus i ve license in
the gove r nment fo r Feder a l Cov e r nme n t purpose s .

F. Aft er a s peci fi ed period of time, contract or s who have
r e tained exclusive c o~~e r c i a l right s ma y , on pe t i t i on o f any
inte re s ted party , be r e qui r ed by a Gove r nment Pa t en t Rev i ew Boa r d
to grant licenses under U.S. patents wi t h t er~s

that a r.e r ea s onab le un de r the cir cums tanc es.

2. DISCLOSURE] ELECTION MiD REPC? TS

Each inve nti on made i n perfor mance of a government-funded
cont r act ,.,ri l l be. d isc losed t o t he gov e rnment with an i ndica tion o f
c pnt rector I S elec t i on t o a cqu ire e xc lus i ve c o rrrne r c i a I r i ghts .

A. Elect ion to Acqu i re Exclu sive Comme r c i.a I Rig ht s

El ec tion by th~ Cont r ac t o r. vou l d i nc l ude ngr eement to
file a pat ent a p p l i ~ati on cove ring the i nvent i on i n the
Uni t e d States Pa t e nt Off ice wi t h i n a s pecif ied ~eriod of
time. Patent Office pr oc edu r es wil l be est ablis he d to a ssure
proper aff i xat i on of t he l e tt er " G" or other app r opr i a t e
desi gna t i on on a l l s uch pat ent a ppl ica t ions a n d pa t en t s
issued t her eon. Election and fi ling would guaran t ee
exclus i ve cOm2ercia l r i~hts i n t he conerac to r for a pe r i od
starting f rom f ilin g unti l t h ree ye ars a f t er i ssuan ce of a
patent. Under s pecia l circumst ances disc losed b y t he
contract or, the agency head may extend t he pe riod a s de emed
appropriate.

B. Election Not to Acqui re Exclus ive Commerc i al Right s

Election not to acquire t he exclusive cOITmerc ial rights
will r e s ult in suc h r i ght s ve s ting in t he gove rn",ent for
disposit ion as it s ees f Lt , a s se t forth in Paragra p h
4 .D he re a f t e r .
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c. Report s

The cont r ac t or shall promptly advise the agency upon
Ls suanc e of a ny U. S. pat ent c overing all invent ion to ,..hich
h e a c qu ired exc I us i.ve c orrrne rc i a I r i ght s , Duri ng the thre e
y e a r period af t e r i s s uance 6r a pat ent the c ontract or will
submi t, up on t he ag ency ' s r e ques t r eports se tting forth
prog r e s s made t owa r d corrrne r c i.a I u t i l i za t i on . If af t er
three y ears fr om pat ent i s suan:e uti lization ha s not been
achieve d , the agency may ta ke stC?S to revoke the exc l us i ve

J

comme r c i a l right s unl e s s s a t i s f a c tory evidence i s presented
that the t i me for util i za ti on s ha l l be extende d .

3. COIITINUI NG RIGHTS

Wheneve r u tilj.z ~tion h~ s be e n ac hiev e d by the contracto r
wi thin t he tim~ agree d upon by t he agency , t he excl us i ve c 0~~ercial

righ ts v i I I continue in t he contractor for the l ife of a ny patent (5)
c l~ im i ng the invention , subj ect t o the provisi on s s et f orth in
pa r ag r aphs 4 a nd 5 belew.

4. CmiTRACTO;Z LI CE?\S r-iG

A. Three ye ar s a ft er i s ~ u2n c c of a patent cl a i mi ng an i nvention in
whLch a c cnt r a c t or has e le c ted t o ac qu ire ex c I us Lve c ormic r c i a I r i g ht s ,
t h e con t r a c t or may be re qu i r e d t o gran t non -e~ clusive l ice ns es
un de r such pa te nt by t he Gove rnme nt Patent Rev iew Board under
c ondit i ons se t f orth in paragr a ph 5 be low,

B. Cont r ac t o r shall have the risht t o subl icense o t hers on
an exclus i v e or no n -exclusive bas i s und er any t e r ms he de ems
approp ria t e, s ub jec t only to exi st i ng law s and the requireme nts
of the Gove r nment Pa t c n t Rev i.ew Boa r d ,

C. If the contrac t or pe r mit s uti liza t i on t o c e a s e, t he
a gency may r e quir e the cont r ac t o r t o grant an exc l usive or no n ­
e xcl us i v e lic ense to re sponsibl e a ppl i ca n t s on te r ms that a re
r ea sona bl e und er t he c i r c umst ance s.

D. Up on a con t r actor' s e lec t i on no t to r e t mn t he exc l us i v e
corrune r c i al rights , or a f t e r an e l e c t i on t o r etain s uch rights
a nd s ub s e que n t revocation by the ag e ncy f or failure to mee t the
condi t i ons of this p r opo s a l , t he contrac tor shall be grar- t e d a
revocabl e, non -e xclusive , royal t y -fre e license und er the inven tion .
Suc h l i ce nse s hall be r evoked UP0l! n otice to the cont r a c t o r of the
int e n t of an a ge nc y to gran t an e xc l us i ve l i c Qnse , s ub jec t to the
right o f the c on t r ac t or t o ma ke app l i c a t i on to the Gove rnmen t
Patent Reviev Board f or a lice ns e und e r t erms and condit i ons that
are reasonab l e under t he circums t a nces.
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A. General

(1) The Boa r d wi l l consist of a full-time Chairman a nd
Executiv e Se cret ary a nd a p a ne l o f 20 me mb e r s, a ny fou r o f whi c h
may b e chos e n by the Chai r man to si t on specified c ases . Th e
Bo ard wi l l meet u pon the c a l l o f the Chairma n t o c ons id er an d
rule Upon the i s s u es arisin g unde r the operat i on of thi s policy.
The Chairman and t wo members Wi l l constitute a quorum.

(2) Its de c isio ns sha ll b e sub j ect to j ud ic i a l rev i ew b y
Unite d S ta t es Di s trict Court f o r t he Di strict of Columb i a .

(3) The Bo ard s hall ha ve t he po wer to r ev iew r e qu e s t s b y
agenci e s to subst i tute a p a t ent c l a~se which l eave s to t he
agency the first option to e x c l u s i v e commercial ri ghts i n
inv e nt i ons wh i c h a r e t he pri mary object of the con tra ct. The
Bo ard s hal l e x e r c is o t his ri gh t o n ly upon a ge ncy r e qu e s ts mad e
p r io r t o c ontrac t whi ch a re ac c ompa n i e d b y a a h ow i n g t h at s u c h
agen c y i n t end s to develop subs t a n t i a l l y at g ov e rnment ex pe nse an
identifi ed product or p roc e s s fo r use by the genera l public,

(4) The Boa r d shall ha v e the p owe r to r e v iew on peti tion o f
any intere st e d party the r e f usal of a contractor holdin g e x c l us i ve
commerc i al r i g h t s t o any i n v e nti o n ma d e i n performan c e o f a
g ov e rn me nt c o n t r a c t to g r an t en tirely or on acce p t ab le t erms
a J.ic 8 ns o u ncle I' such inven tion .

(5) Such petition may be fil e d at any time af t er th e con­
trac t o r ha s e l e ct ed to acqui re s u c h r i ghts a nd has fil e d a
pate n t a p p 1 i C 3. t:i on o n such Ln v e n 't i o n .

(6) At any ti me af t er t he pe r i od s e t f or u tili z ati o n b y an
agen c y has expi r ed , t he Bo a r d may r e qu i re t he grant ing of non­
exclusive l i c ens e s under U. S . pat e nts or p a t e nt a p plica tions
with t erms it de e ms appropri ate on the basis of:

(a) The f ailure o f the coritrac tor to s how caus e why s u c h
licens e should not be gra n t ed ; o r y

(b) Th e factors cont ain ed in para graph 5.B below.

B. Board Review of Refusal to Grant Licenses
-

-' -The Board s h a l l t ake i n t o conside r ation, in addi tion to the
argumen ts o f the par t ies, a t lea s t t he f o l lowi ng fact o rs in
makin g i ts de te rm i nat i on t o r equ ire lic ensin g of all inv e ntion
mad e in p e r f o rma n ce of a ~ ov c rll ment c ontract.

(l) Achievin g tho o n r l Lo st pr-nct Lc ab.l o utilization of
g-OVl~ I'll men t-ass i s t.o d 1 n v e n t i OI1S in c o nuno r c i a 1 prac t i co :

(2) Encour a gi n g, t lu' ou g-h the normal in cen t iv es o f the
patent s ys t e m} private invc s t mc nt in t he commercial realization
of government-assisted inventions;
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(3)
men t and

(4) Assurin g agains t IlOn-'.1 t i liz-a tion of government- ass is ted
inventions and excessive charg2s 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
from which

,
mission of the program funding the contract
the invention arose;

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

Cd) Th~ scope of the patent claims;

(e) The contractor 's background position;

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

(g) ~he 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) 'I'Iio feasibility and Li ke Ly benefits of competition
in the market served.

C. Foreign Rights

The Board's jurisdiction in requiring the granting of a non­
exclusive license shall extend only t o licenses under U.S. patents.
Nothing herein shall be construed to extend that jurisdiction
to foreign patents.

D. Background Uight$

The Board's 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 t e r rninat Lo ns

The Board, on pe t i t ion of c ont r actor, shall hav e the
power to review an agency de c i s i on i n impl emen t ing this pr oposal
und er whi ch s uch con t r acto r is aggr i ev ed .

G. Inte rvention

All int e r est ed partie s , i nc l uding any agency of t he U. S.
Gover rill1cnt, s hall have the right to i nt erv ene in any proceeding
befor e t he Boa r d .

* * * * -;: * * * * * * * * * * *
RAf·UF I C.t\T IO:~S or I ;'lPLE\iE!'~l'f'\fION OF PROPOSAL

Impl ement at i on of t he ~ropos 8 1 wi ll s e rve t o mi t iga t e or r es olve
a mrnbc r of r e l a t ed issues gene r at ed by present nl l ocat i on- of'<r i ght.s
polic i e s. Some of t he mo r e rmpor t.ant a r eas t hat woul d be a ffe c t ed by
the proposal ar e as follows :

A. The Employed .Invent or
.

Pennit ting cont r act or s a guarantee at t he time of cont r ac t ing
to a fi r s t option t o t l;e exc l usive commcr c i a l fight s in a ll
i nvent i ons generat ed i n pc r f ormance of t he i r govc r runcn t - fu nded
r esea rch pl aces d le co ntrac tor i n a be t t e r pos i t i on t o acccmo­
dat e t he ccui t i.cs of hi s cmoI cve.l .i nvcn to rs t luougl: ' f.\<:tl\ .l p ru,; LU :L":;
i f t he cont r ac t or deems such p~ogr2.J'TI5 · advantageous t o his needs .

B. Scope of t he Li cens e Re t a ined by the Gove r mTlcn t

Pres ent po l i c i es provide that t he non - exc lus i ve license ret~ in~J

by the Feder a l Coverruncnt inc lude s t at e and domes t i c municipa l
governmen ts un l cs s t he ,E2CnCy head de t c rmi nes tha t t h i s vcu Id
not be i n the public i ntor cs t . The s cope of the license re t ni.ncd
by t he gcvernncnt under t he propos al s peci f i.ca l Iy excludes
state and doucs t i c rnun i c i pa.l Izover:Lnent s . It was the ou i n i on
of the Task For ce tha t t o expand the s cope of the licen~ e to
state and do.ncs t i c rnun i c ipa l governmen t s wou l d be t an t amoun t
t o r e t a i ni ng exclusive co rmcr c i.a l r i gh.ts in the gove rnment
in s i tuat i ons where the mar ke t fo r the inven t i on would be sub s tan ­
tially federa l, s tate and mundcipa I pr ograms. Inventi ons d .ir ec t cd

· t o solut i on of s a l i ne wate r and ed uca t i ona l u rob l cms wou l d
. fa ll wi t hin th i s catego ry . To ex t end t he score of t he l icen s e
reta i ned by the government t o i nc l ude s tate ~U1J domcs t i c mun icipa l
government s \{ OU l tl t here [a re de feat the purpo s e of t he propos al
as it rela t es to suc h i nven tions. To pe rmi t the agency head
to dete nni ne the s cope of t he l i cense retained by t he gove rrunen t
at the time of contrnc ti ng \'la s not deemed prac t ica l , s ince the
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type of im'8{"tion tha t wilI evolve from a research and
development contract cannot be accurately prede termi.ncd.
Further, the Rcvi ew Board assures that competition Hill
ul t imate ly exis t for such inventions i f cconemi.ca.l ly
significant and dcma..ndcd by the equi tics of the public.

C. University and Non-Profi t Organi zat.i ons

ft..::, noted previ.ous Iy , the proposal extends the guarantee
of an option to exclusive ccmmerc i a I rights to universities
and non-profit organizations after J!overnmcnt review of
the adeouacv of tEei r nat.ent manJ[e~,ent canabiLi tv. With

~... ~ '--"......
such option , universities and ncn-profit orgnn i zations are
in a better nosition to license industrial concerns as em
incentive 'to· use their risk capital in bringing the results
of univers i ty and non-profit organ izat i.on research to the
marketplace. Without the ability to transfer exclusive
conmerci al r i.ght s to iJ1jllStI~.VT, un.ivers i t i es 2-l1U non-profit
organ i zat ions have found it d i ffi.cu l t to overcome the "not­
Invented-here" syndrcne . (See Harbr i.dge House Report and
the August 12, 1960, (,,·\0 Report, "Problem Areas Affecting
Usefulness of Resul t s of Coverrment-Sponsored Research i n
Medicinal Chemistry".) The Task Force considers this ,ill

important matter since approximately 25% of the government's
research and deve l opment budget is expended through contracts
with universities and non-profit organizations.

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

Present policies stipulate that ~U1y invention "conceived" or
"first ac tuallv reduced to prnct i cc" "ill pCrfOI"7:1,1l1CC of a
government- funded research 3.I1d deve Icrrnent contr ac t be
disposed of in accordance with the contract provisions
under wh.i.ch it arose. Any invention so conceived or first'
actually reduced to practice affords to the goverrunerit
at least a royal ry-f rec nonexc Ius i.ve license. The precise
defirri t i ons of "conccived" or "first actual I v reduced to
practice", therefore, are irapor tant as they are de t ermina­
tive of the rights in the gcvcrruncnt; or the contractor.
The propos a l cont.emo Latcs that it wi l.I similarly sneak
only to· those inventions conce i vcd or first actuallv reduced
to practice in pe rformance of government-funded research and
development contracts. In order to resolve any present
,problems Hi to the t e rms "conceived" or "firs t actually reduced
to practice", it is suggested tJ13.t any patent rights clause
utilized in implementing the proposal include the fo l Iow ing
defini tions :

(1) "Conceived" means a disclosure in a fonn
which \'loulel enable someone skilled in the art
to which the invention pertains to make and use
the invention wi thout the use of further
inventive effort.
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(2) " Fi r s t ac tuaJly reduced to pr act i ce" means a successful
t est o f ~he i n venti on in a simul a ted env ironment, o r
in an en virorime n t s i mil a r, to t he one i n which i t wi l l
be us ed for a pur pos e for whi c h i t was in t e nded.

E. fli ghts Obt ained by the Government Through Its Res e arch
and Dcvelonncilt Cont racts in Inventi ons Conceived and Firs t
Actual l y Reduced to Prac t i ce a t Private Expense

A great deal of uncertainty has been generated by ;\MP , Inc.
v. U. s. lS6-USPQ 647 , as th i s cas e appears t o ext end t he
righ t s t he 9 0 ...-e rnment obta ins t.lrrcu ch i,t s r esearch and

c> - '

deve l opraen t cont r ac t s t o inventions conce ived ClI1d I i rs t
act ually r educed to practice at pr i vate clq)CnsC:- In order
to elimi nate this uncer t a i nty, t he Tas k f or ce r ccomnends
that the f olloving l anguage be added to 3J1Y patent cl aus e
ut i li zed t o imp l emen t i ts pr opos al :

(1) Nothing cont a i ned in this pa tent rights
c l aus e or construed the refrom shall be deemed
t o grant t o the gove rnment 2.I1Y rights i n any
invent i on wh i ch i s ne i t l.c r conce ived nor first
ac t ually r educed to pr ac tice in t he cours e of
or unde r this cont r act. llovcve r , th i s shal l
not depr ive t he; government of <1ny right s to
wh i ch th e gove r ru..cnt may be en t i t l ed under other< ,

c l aus es i n t h i s con t r act, unclei' othe r cont r ac ts ,
or by s tatute ; and

( 2) That i n those s i tuat i ons i n wh i.ch t he gove r n­
ment wi shes t o acqu i r c r i ght s in (in i.nvcnt i on
which i s nei t he r con ceived nor fi rst ac tually
r educed to practice under a government cont r ac t ,
this be dOrle through a separa t e exn res s ed
provisi on of the c~ntract . L

It is the op i riion of the Task For ce that any backgr ound
paten t right s cl J.usc neg ot i ated as provided by ( 2) above
speak on l y t o m vcnt ions i n existence and ·id ent ified a t
the t i P.1e of con t ract ing .:lnd that Cllly rights Qcqui r cd by the
govcr nJ"en t t o such inventi ons r e fl ect t he contribut i ons to
be made by t he gO VC IT'J!lcn t toward 1t s cnh anccmcn t , t es t i ng ,
or devc l opmcn t . It s hould be not ed. t hat the pro pos a l l imi ts

"t he Patent Rev LeI'; Boa rd IS ju r i sd i ct i.on in r equi r i ng the
grant of licens es to onl y those inventions co nce i ved or
firs t ac t ua lIy reduced t o pr ac t ice in perfo rmance of
govelTL~ent contracts .
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P. I nv e n U CIl is C 0 :1 C 0 'i v c d a n d p~\. ten t e d 'a t Pr Lv at e Expe nse Bu t Redu c e d
to pracT r ce i. n 1Iei:r-oITlar)ce-o r --a-C;o\re ru:n-(-:;'f~1::::T lii1d-e (r(':;c;rlTr a c r --- ----
I t ha s been suggested to t he Ta s k Force that in ve n ti ons ha v i n g been
conceived at pri vate expens e and whic h a r e i de n t i f i ed by pa tents or
p a t e nt applications but first a c tu~ l l y reduced to practice in per­
fo r ma n c e of a g o ve r nme n t - f u nded c ontract remain the prope rty of the
con t r a c tor, s ub j ect t o a r o ya l t y- f r e e, n o n- e x clus i ve l i ce ns e to the
gov e r nme n t. The Ta sk Force r ej ects this s ug ge s t i on , as i t does not
properly t a ke i nto considerati on t he c on t r i bu t i on of t he governmen t
in fir s t reducing th6 inventi on to prac t ice in a l l c a s e s. I t i s
r e c o mme n d e d b y the Ta s k F or c e tha t this type of invention be brought
to t he att e ntion of t Ile a ge n cy f un d i ng th e ,p r o p os e d cont r act un der
wh ich such i nvention may be reduced to p n lctice a.t the t ime of c on­
t r a c t i n g s o that the e qui 't ies o f both p a r t i e s ma y b e cons i dere d in
makin g a di sposi tion . The Ta s k Force fe els that this prob l e m has
been f urt her mi t igated by t he proposa l i n t ha t t he cont ractor will
at ve r y l e a s t re tai n h i s opti on t o e x c lus i ve commerc ia l r i g ht s
un l e s s otherwis e negoti ated at the time of c ont r acting .

Jame s L . Whi ttaker, Es q. , Chai rm a n
Pa t e n t Ope r a t i on s , IlCA Co r por ation

Norma n J. Latke r , Esq.
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Re: Report b y Task Fo r c e III of S'tudy Grou p # 6

Co mmissi o n on Gove r nment Pr ocu remen t
Al locatio n o f Ri g h t ~ t o I n v e ~ t i on s Mad e
ill the I)c r.forrna~ cc: of G Ov"E!1'Iln:2n t Ee s e a r ch
a n d Developme n~ Con tracts an d Grant s

Dear Ml' . Braun :

Attac he d is t he Final Report of Ta s k Force # 1 of Study Group #6
whrc h we l.~e spec tfully s ubmf t wi l l provide S OT:l e new and pr a c t Lca I
solu tions f or the a l l oc a t i o n of gove r nment contract pa ten t r i g ht s .

Ma y I t ake this oppor t un ity to thank each of t he members of T&sk
Force # 1 t or their c ons c i e n ti o us , diliGent an d obj ec t i ve e ffor t s
i n a r l' :'.. v j p g <It t he c on c Lus ion s se t ~~ or t h the re i n , I t has b e en a
g r e a t I.'.l e z..s ll re t o ;!1 l~ to 5e X'v e w i t h n I J of t L em 9.11d. I hav e Le a i -ne d
2 ~r e ~ t deal f ro~ the va rious v iewp~ i Dts a nd exp~rtisc of the
me rnbe rs o f t hi s wi de 1y - bas e d g J" OUp . Vie are e s pe c t a Ll y g r a t e fu 1
t o Mr . ~orrn~n J . La t ke r o f HE~ who labor e d over nume r ous dra f t s
o f the re p o r t . Whi le it has not be e n pos s ible t o r e s o l ve s ome
o f t he d e t a i l s of the p r o 1J :i.e :tlS '! h i c :l we di s c us s ed) I be l i e ve t ne
repor t re f l e cts t he gen e r al concen s u s on t he more i mpor t ant
i t e~s, I t als o enume rates a few of the ot her features wh i c h
s ti l l re qUi r e specifi c res olution .

T h e pr-L mary mi ss i .on o f th e Commissi on and t lie 'I'as k For c e :1. S to
p r ov i d e 1' 2 C I) ~1 ; !Ce ncl;} t ions t a COli G :r 2~ S f or possib le Le g I a La t Lon ,
wh i c h n a y i nv olve e x~ens ive hea~inGs wi t h r e sultan t lon g-t ime
dela y. Th e majority of ~he Ta sk Fo~ce bel iev8s t ha t the quest ion
o f a l loc ation of pate nt ri g ~ t s un d e r gove r nment con t rac ~s i s a
1ong-~t&~d i n g ace whic h has n e t be e n sat i s fa ctor i l y r e s olved by
the t wo Presi dentia l ~emor~n d a on Government Patent Policy or by
t he p i e cemea I pate nt l e gis ::' :1 t i on p r e v i 0 '-'.8 ly pro'.'ide d b y t he
Co n g r e s s . We a ls o have bee n very awa re of the vast d i ! f e r e nce s
betwe e n such statements or legislation and t he spe cific imple­
men t a t i o ns the reof by the many government age ncies which hav e
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been given wi d e discret ion or on l y ve r y broad po l i c y criteria.
Even different departments i n the same agency have had qUite
d i f f e r ent policies a nd procedures .

We have at t e mpt ed t o provide a much mor e simplified and equitable
procedure and policy f or r eso l ving such quest i ons a t the mo r e
appropri a t e t imes whe n max im um re l e vallt informatioh i s a vailable
t o both t he Governme n t a nd its cont r ac t o rs. We have bee n
c ogn i z a nt o f t he attempts by Co ngre s s and the Execut ive t o reduce
governmen t red t a e G a nd have a ttempted to prov ide means whi ch we
believe wil l save -a gr e a t deal o f ~resenti;-was ted e f fo r t in
negotiation a ri d admi n i st ration. Contractor par ticipa ti on in R&D
c o n t r act i n g is encouraged .

We respectful ly submi t tha t t he ess ential feat ures of the recom­
mend e d polic ies and p r oc e du res c ould just a s wel l be i mp l e me n t e d
by Executi ve Order u nder existing powcr3 an d l e g i s l a t i o n . Much
e a rl i e r a nd mo r e e f f icie nt a nd un i f orm adm i n i stra t i on could be
provided with cons i d e r a b l e Inan powe r and tax savings . We recommend
that a copy o f - this r eport be f o r wa r-de d t o the Committee on
Gov e r n me n t Pat e n t Poli cy un d e r the Federa l Council f o r Sc i enc e and
Techn ology f o r consi de r ation . We also submi t that any s uc h
s o l u t i o ns c a nnot be r e a c he d solely by consultation bet~een the
v a r i o us e x e c u tive agenc i e s ) but nrost i nclude res o l u t ion of the
p r a c t i c a l cons i derations enc ou n t ere d by industry in i ts a t temp t s
to serve the Governme nt and publi c in t erests .

We r ecommend a general pol i c y whi ch would util i ze a s ingl e
governme n t - wi d e Pat en~ Rights R~D contr~ct c l a u s e. It wo u l d pr ovi d e
"exclusive comme r cia l ri g hts " in contract i nve nt ions f o r a pe r i o d
o f three years af t e r issua nce of a p2. t ent there on to t he R&D
c on t r a c t o r , wh i l e provid i ng the Govern ne n t a non- e x c l usiv e ,
i r r ev ocab l e , roy~l t y- frce, wor l dwi de l ice n s e for a ll fede r a l
g ove r n me nt pu r p os es . Such ac t ion wou ld provid e ease of adminis ­
t r a t i on o f pate n t ma t t e r s a t t he ti me o f con t r a c ting . I t should
also prov i d e f o r more wi des pread a nd effective con t r ac t or
participat i on in gov e r n me nt n&D con t r a c t s) especial ly by t he
p or t i on s of i n dustry hav i ng large c ommerci al i nv estment, patent
interests, a rid e xpertis e in the r e l a ted f ie l d, who could best
p rov i d e the Gov ernme nt 1s n eeds . Th e cofitractor wou l d be g~an t ed

the initial pe r iod of e xclusi v i ty, si nce he wou l d gen e ra l ly be the
e n t i t y most likely t o utilize, or license ) the invention to provide
n e w produc~s for public use . In or d e t to maximize compet ition in
t he c ommer c i a l markets a nd th e broadest possible uti l i z a t ion of
t he inv~nt i ons, the Governmen t wou l d have the right, af ter the
initial e xc lusi ve pe r iod , t o a c qu i re, or r e qu i r e , s uch a dd i t i ona l
r i g h t s for itself or for others as would be nece ssary and equ it­
able.

We bel i e ve that the vast ne g o t i a t i on effort now wasted both in the
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Governme nt a nd'in indust ry in d e c i din g t he di s position o f paten t
right s at the t i me o f con t r a c t i n g could b e e liminated . Much mor e
realis t i c e f f or t could be expended o n a great ly reduce d sca le by
consi de r a t ion of p a t cn t r i g ht s when the real interes ts of the
Govern me nt , the Cont r actor, a nd the pub lic a r e better d e fine d
with r e spec t to a relatively fe w spe cif i c invent i ons o f r e a l
public i n t erest . Such a s oluti on wou l d be much super ior t o
resolu t i on o f paten t r i ghts on an un informed basi s o f supposed l y
rel e va n t broad t e c hnical fi elds or a gency ,missions pr ior t o the
t i me o f c on trac tin g . I t also a l ways of fers an accep t abl e de gree
of pa t ent protect ion t o t he Contrac tor at the t im e of c ont ract i ng .

Inst e ad of r e s o l uti on o f pat ent ri ght s accordin g to the d i s c re t ion
of the ind ividual a genc ies,. we be li e v e t hat i s s u es a ri s i n g u nd e r
t he genera l polic i e s sh ou ld be s ettle d b y an u nbi ased Boa r d of
Review c omprising a perman e nt c ha i r ma n and s ecretary, an d expert
membe r s sele cted from a pane l rep r e s e n t i n g government, the pu bl ic
a nd i ndus t r y . In unusual circ umsta nces, pr el iminar y a ppe al c ould
be ma d e t o the Boa r d b y an a ge ncy be lieV i ng that a s pecia l
situa ti on is invo l ve d in a pa r ticu lar c ont ract . It is c ont e mp l at ed
tha t ,no blan ke t dev iat ions s hou ld be a u t hor i ze d by the Bo a r d .
Pr-o s pe c t i v e li c e nsee s unde r go ve r nme n t con t r a c t inventions a l so

, wou l d ha ve the r i g ht of a pp e al to t he Boar d in the event t he y we re
un a b l e to ne go t jate suitab l e l icenses wi t h t he contract o r unde r
gover nme n t con truct inven tions . Pros pe ct i ve c ont ractors could
appeal u n r e ason a b l e Agen c y a c t i ons or dema nds .

The Ta s k Fo r c e has d ifferin g v i e ws on whe t he r " e xclus i ve c o mme r -c i a I
ri gh t s " to the c on t r ac t o r s hould i nvolve "title" i n c ontrac t
inve n ti on s or "exe l usive lice ns e and subl i c ense r Lgh t s " t o t he
con t r a c t o r , all subject t o t he Governme n t ' s l i c e ns e f or gove r n­
mental pu r poses. We r ecomme nd the so l u tion of suc h de t a ils by
the Con gre s s , o r t he Exe c utive, d epending u p on the s pecif i c
means i n wh i c h ou r r e c omme nda t i ons mi gh t be i mpl e me n t e d .

We also submit here with a Mi n or i t y Repor t submi t t ed by J a me s E.
Denny, Esq. , a membe r o f t he Task Force, who be l ieves t he present
govern men t patent poli c y should be ade quate . Mr . Denny' s r e port
comments fav or ab ly on s ome of the features, i ncluding t he Revi ew
Board , of t he Maj or i ty Report, wh i l e ques t i on ing t he d e s i rability
of othe r feat u res . He con c lud e s by stat i ng tha t he c onsi ders
the Ma j ority po l icy to b e an al t erna tive he could supp or t.

We are not f o rw ardin g herewi th t he nume r ous b a c k grou nd it e ms
listed in Appe nd i x A s i n c e Study Gr oup #6 already has this

- J __ ....:" _ _ __ _ _ _ ..J ...I- ...... .. _ _ _ ......... I ....J



-4-

material . Howe ver , we are f orwa rding Appendix D wh i c h includes
some additional backgrou nd it e ms of c u r r e n t i mportance which
may assist in evaluating our re po r t .

If Ta s k Force # 1 can be of further aSs ls tance, please d o not
hesitate to call upon us.

Very truly yours,

J. L. Whittaker
Cha irma n

cc : Members of Task Force # 1
G. D. O' Br i e n , Es q .
O. A. Neumann, Esq .
Le ona r d Rawi c z , Esq.



REPORT BY Tr\SK FORCE NO. 1 OF S11JDY (<<OlJP 0:0 . 6. OF TIlE CO\INISS ION ON GOVER\~rENT

PROCUREMG'rr ON TI-IE ALLOCUIO;J OF RIOITS TO I NYENTIOi\S i'-IADE IN TIrE Pr.RFO RM!\l'l~

OF GOVER~(; IENT RESE/\RCH AND DE\'ELOP~ll:~T COl\TR!\CTS pu~m GRt\i\J"TS

1HE TASK FORCE ,-\\ 1) ITS i\SSI Q0 lENT

The Task Force Has ass igned to consider the problems involving
allocation of r i ght s to inventions made in the !.Jerf ormD..!lce of govern-
merit r esearch and dc vcI opr.cr.t cont r ac t s and gr :1I1 "L s .. (TI1e t en ns " r i ghts
to inventions" or "invention rights" shou l d be unders tood to include
"patent rights" when pat errt applications or patents ar e i nvo Ivcd ,
Furthe r the t.erms " cont r act f s }" o r " ccnt .ractc r t s} " <;: " 0 ', 1 ,1 '0· " l ' I1('[Or -t: J ~ .L ~ ll-.,; \........ .. ~,-,l.. -r s: ..... ~ 1w-... u _ L '.... :::> ,1 ..,I J .. " .. .... \"..1.. ...... ...... c.:

stood to hereinaf ter i nclude, respectively, " gr ant fs}" and "g r ant cc t s) "}.

The member ship of t ho Task Force consists of indivi duals chosen
for t heir patent experti se from governmcnt , i ndus try', univers i ti cs
and the privat e bar. In an effor t t o obtain (U1 ob j ec t ivc v icw,
each reprcscntat i ve " .' :15 r equested to present his own vi ews and not
those of his emp10ycr .

BACKGROlND 0~\T[RI AtS

Duri ng t he del iberat io n of i ssues presented to the TJ.sk Force
it took i nto cons i der at ion a mrtbcr of f ac tors , i ncl ud.ing the
experience of its merab cr ship , Pr cs i dcnt Kcnncdy t s and >JiXC<ll'S

Statement of Patent Pe l icy and t he experiences t.he rcunde r , exis t i ng
legislat ion, Execut i ve and Congress ional hCD.rings and reports,
regulations of the Exccut i vc, and hea r i.ngs and rnves t i gat i.ons of
thi.s Conmis s i. on and other private groups . 1\ bibliography lis t i ng
an extcns i \'0 amoun t of 1 i t eratur c gener at ed by the debate over allo­
cation of i nvention r ights is att3Gled as APPE\uIX A.

-
I};l'RODUCfIO;': .~'SD HISTORY

The rapid incre~e of gove~~ent-funded research and develop­
ment since the end of 'r'lorld \';ar I I to the level of lS bi Ilion
dollars in f i sca l year 1971 h J S focu sed at tention upon the adequacy
of goverrJnent pol i cies govern ing t he disposit i on of inventions made
by contractors in perfol~ance of goven1~cnt contracts.

-- r- _. '-' ._ _., -' 1",,4..4J,.\..J,. J..l. U\"
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DJring t he ear ly s t ages of ~De eA~ans ion of . government - spons or ed
res earch arid deve lopmen t t hose dep ar tmcnt s CL'1d agencies of t he
Executive mos t affected i s sued r egu l ations ,making d i spos it ion of
invent i ons between thems e Ives and their contracto r s . In the ma i n ,
such policies provided£or e ither Ca) a fi rs t option t o t i tle i n
the cont r actor wi t h a r ovartv- f r ee li cense t o t he Q' OVCIi1li:ent fo r, , ..:>

governmcnt al purposes or (0) t i t le in the dep ar t ment or agency
with a nonexclus i ve licens e to the cont r act or f or conme r ci aI use.
The f ormer po licy was best exemp Li f i ed in the Department of Defens e
patent 'regu l a t i .ons . The Depa rtment of Def ense has stated t hat th is
po licy s ati s fi ed thei r needs s i nce i t ga ve the gov8r n Y1Cnt as a
mi n imum the wor Id- wi de right to ut i li ze all Dcpa r tmcnt.- funded inven ­
tions f or gove rrrnent al pur pos es. TI1e l atter po licy Has best exempl i ­
fied in t he patent r egul ar i.ons of departments and agenc i es whos e
r es ea r ch and dcve Iopmerr t ru s s i on is directed t oward generating r esults
that mi.gli t be usefu l i n t he c i vi Li an economy .

. As the issue sur round ing the allocat i on of i nvent ion rights
.became more pronow1Ced,~he Congress acted t o provide statutory
gu i.dance . This gui da.l1Cc r eck t he form of i nd.ividua l s t atut cs wh i ch
cover ed i nventions evolvir:.g f r om a po r tion of or an entire depart ­
ment or agency I s research and dcve Iopmcnt progra:';! .

The Language of t he statutes r evea ls no consistent in t ent on
the part of Congress t o p r ovide a un i f orm gove m ocrrt patent policy .
To the centrar y , t he s t;:;t u te s provide i n s ome i ns t JJ1ccs fo r tit l e
in t he gove rnment an d in ot he r i.ns t ances direc t the department or
agency t o t ake i nto cOllSic.erat i on t he equities of the contractor .

An at t empt t o moder a t e t he con troversy r evolvi ng ar ound the
diff e r en t statutory and rc ~;ul atory pat ent polic i es event uall y
resul ted in Pr es ident ;(i; ]":.f',Cc.\· 1s Cct obcr 10 , 1963 0!emor::-.w'1du.;'1 and
Sta t ement of Coverrment Patent Policy . Thi s Statement was t he
firs t e ffor t by the Exccu t ive BTJJ1ch t o reso lve the allocat i on of
inven t i on right s is sue Oil a zove rrur:cnt -i.,r ide bas i s . Pr es ident
Kennedy ' s St.a t.cmcnt is bas ed on the as sumpt i on t ha t no singl e
disposition of owne rsh ip could accommoda te t he di f f erent mis sions
of t he various gove rnment agenc i es , Thus , the Statement i nd i ca t ed
as one of its obj ect i ves , ;r •••• a governmenr -wide policy (subjec t
to .s t a t ut e ) on t he disposition of inventions n1;:lue tmder govc mment
contrac t s reflecting c ommon pr i ncipl es and ob jcct i vcs , t o the
extent consistent \.; i th t he mi s s i ons of the r cs pc c r ive accnc i cs ;'
11Jj1dc r1i nl ng anu p:n cn t he: ic d c Ltu~se :tc.klcJ .) ~\cco rJ i ng1Y:t1lC
Stat ement Ie ft to t he va r i ous dcp.i r tmcnt s <mel ag enc i es the deter ­
mination as t o whc the r the i r pr io r ex i s ting polici es wer e cons istent
with the intent of the Sto. temcnt.
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On Augus t 23, 1971, Pres i derrt Ni xon issued a revised 1·1emor andum
and Statement 6f Gove~~cnt P~tent Policy. The r evised Statement
left unaltered the bas i c pr i nciples on the allocation of invention
rights set for t h in Pr es ident Kennedy 's 1963 Statement. However ,
the revised Statement d 0 2 5 prov i de f or addi t ional authori ty in the
departments and agenc i es (not o t herwise r es trained by s ta t ute ) t o
grant excIus ive rights t o contrac tors in i dent i f ied i nvent i ons to
which 'the govcIT~:lcnt has e i t he r retained a first option to t i t l e
or has already t aken tit le. This au t hor ity has been prev i ous l.y
exercis ed by s cme of t he depar t mcnts and agencies upon a contractor's
petition f or ti tle at t he t i me of i J cntifi tation of die inven tion
or through t he gr ant i.ng of cxc lus i ve licens es t o interes t ed deve loper s
under governmcnt-ohned patents .

As of this dat e , t he dep artments and agencies have t he aut hor i ty
under t he r ev i s ed Pres i. cle:1tial Stat E:T2n t aT und er s tatute to t ake
title o r Li c e n s e ill the g overnmerr t ; d e l ay d c t e rminat i o n o f c vnersh ip

until identification of the invent i on; or grari t exclusive l i censes
under governnent .- owned patents . Since r s suancc of F T8S i dcnt Ken..neely I s
Statement, - mos t of the dcpar t n-en t s and agenc i es have been i l1Cr CtisiJlg1 y
utili zi ng various co mb i na t i ons of t he se mechani srns or di spos i tion .
A contract clause reserving t itle to the govc r~lent i s genera l ly
utilized when t he contract re l a t es to certain t echnical fi elds or
missions and l ess of t en LL'1c1cr othe r speci fied ccnd i t i ons . Onl y in
the absence of such fiel ds or cond i t i ons and prov id i ng the cont r ac t o r
can establi sh special cxper t i s e , f ;icil.i.ties, pa t cn t posit i on , e tc.
does t he government ut i li:e a contr ac t c l aus e pcrmi t t i.ng t he con tractor
a fi r st opt ion to t i t Ie to I nvent i.ons wh.i.ch m3.Y a r i se i n pe r form ance
of the co nt r ac t . Cl au ses which de f er determina tion unt il r dc nt i f i cat ion

_; _ u _ of the i nvent i on are genera Lly US Ed when neither the c r i ter i a f or
a title or license clause are clearly met .

Nctwi ths tandi nz the i S S Ll"'.I1C C of t he 1963 Kennedy Statement
of Government Patent Pe l i cy, Congress continued t o prov i de glJ i. J.e ­
lines in t he form of i nd iv i dua l ' statutes as new r es earch programs
were initia t ed. The Tc:.sk force is of t he opinion tha t Pre:sident
Nixon's revi s ed Statemen t wi 11 pr obab l y not- de t e r s imi I ar statutory
enactments.

(For f urther de ta i l concerning thc ·historical deve lopment of
government pat.ent policy pr i or to President Ni xon : s revi s ed Stat ement
see "Remarks of James E. Denny Befor e the In tellectual Prcoer t v
Rights Seminar, Smithsoni an Institution, April 7, 1971," APPENDIX B )

A~YSIS OF CJ RRP;T C.o\TF,X\1E\'T PATEyr POLI CY
-- -- - ---- .- -- - ~~- -
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6. Many of t he fa c t ors t oen t i r a e u 2.11 t ne YrUS 1. U~ Ul- J.CU 0l c!.1,t:: l ll'_~l1l;:)

as i n fl u e n c i n g uti lization, participation a nd compe t i tion have
littl e r e l e va n c e prior to invent ion identifica t i on , a n d a r e of
ques t ionab le bene f i t in m~kin g det e rmi na tion a t t he ti me of
maki n g a con t r ac t. Fur t he r mo r e, a numbe r o f ~hese f ac tors do'
not b e c ome r e l e v a nt un t il s o me a tt e mpt has be e n mad e to und e rtake
the exploitation of the i n vent i o n c ommercially.

TASK FORCE CHOICE OF DIRECTI ON

Rather than c oncur in s e parat e depa r tmen t or a g e n cy p o l i c i e s or
a unifor m gove r nme nt pa t en t policy pro vidin g f or dif f ere nt d i spos it i o n
of inventions, d e pending on t ec h n i cal field, mi s sion, or c ase circurn- .
stance s , as exempli f ied by t he Pres ident 's r e vi s ed Statemen t on
Gov ernmen t Patent Po l i c y, t he Task Force de termined to explo r e the
possibil ity of forml11atin g a u n iform governmen t pa ten t po l i c y which
would make a s t ri g Le d is positTol101lnvention l~ ghts i n -al-r-fi1S"tan-ces.
As di s c u s s e d a bove, t ne Tas k Force belIe ves t na t any u ni f o r m
governme nt pa t en t p o licy prov id i n g fo r a sin g le di sposi t :ion of
inventi on ri ghts shou l d max im i ze t o the extent possible:

"Utiliz ation" o f the inventions resulting from government­
fund ed :cesea r c h;

Contra c tor "partici pa ti on" in go v e r nme n t programs;

"Ease o f Ad mi nis tr a tion" on the part of both the government
and the contrac tor; and

"Competi tion in the marlwtplace".

- 5 -
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With these goals i n mind , and wi t h the expe ctat ion that the policy woul d
r es olve a number of s eparately pos ed and related iSS~lCS , t he Task Force con­
side r ed and agreed on the Iot I owm g .i.n mak i ng its proposal :

1. 111e Task Force agrees, as did tile Pr es iden t t s Comni s­
sion on ~le patent system in its Novc~ber 17, 1966, report ,
that a patent sys t em s t imul a t es t he Inves tmcnt of add i tional

. If ' r- h d 1 ",. r •caprt. a or t he rurt re r xrcvc .opmerit and marke t.mg ot prcducts
i nvent i on by givi ng "t he pa t ent owner the right, for a
l imi t ed pe r ied , t o ex clude oUlers fr rrn --- or l i cens e
ot her s for - -- mak i ng , using, or sell ing the invented
product or pr ocess .

usi n g an

2. A uniform governmen t. patent policy r esulting in govern- -­
ment O1mership of inventions made in pcrfomance of i ts
cont r ac t s for dedication t o t he pLo l ic , or the granting of
onl y non -cxc l us }\'C Lice nses , whether such owner sh i I) i s bas ed
'on a tedmical f i.e l d or miss i on or otherwi s e , would necessarily
eli minat e the stimLllus envisioned by t he pat ent system .

3. Under such a policy , there i s a pr ospect i n some cases
t hat the market potent i al of all .invent i on and other means
of propert)' proLCct ion Hill no t adequa te ly ser ve t o encourage
"the Lnves tmcnt of ri s k cap i t a l f or deve l opment whe n not
f inanccd by t he govcmment . The r esearch i. nves tmcnt in
such Invcn t .i. cns wi l I to a large extent. be lost to the
public.)

\) 4. It was t he r efor e 2grcC'd that any unUOIl11 po licy
! r ecomnend cd JT.US t provide for exclusive cormerc i 3.1 rights

)

' in the inventing organi za tion or ano ther developer in

,
. those inventions wh ich wou Id not o t herwi s e be utili:cd .

(It shou l d be under s tood tha t the ten» "exclus i ve comue r c i a I
\/' r i ghts" includes ei t he r t i t l e to the i nvention or an

excl us i ve licens e ther cundcr . ] The Tas k Force agr ees
1._;-
< \ ~ tha t exclusivity cou ld be pr ovided in the fo l I owing two

ways :

/
r'
!
h
i

( _......../ - ' a . Gr ant ing corrmercial exclusivity at the t i me
of c6ntract i ng to a l l inventions to be generat ed
in performance of SU G'1 contrac t s; or

b. Gran t i.ng conmcrc i a l exc l us ivi ty selectively
../ after identi ficati on of t he invent ions on U1e

basis of evidence that dcve Io pmcn t may not
proceed without such exclusivity . (Fo r the
purposes of t his d i s cus s ion , thi s mcchan i sm
shall be r e fe rred t o as a defe r red de t crmi n­
ation policy, and should be Lmders t ood t o
include a gove rnment exclus ive license policy
nO\1 possib le under Pres i dent Nixon' s r evis ed
Statement wher e not otherwise negated by s tat u t e
or agency policy .)

- 6 -
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S. The Task For ce r ecogn izes t hat und er a deferred deter­
min ation pol i cy t he poss i bi li t y of maximi zing "compet i tion"
exists, since exclus ive corrmc r c i a l r ights Hi ll only be
granted whe n i t is S h O'.\11 that exclusivity i s the de t e rm.ining
factor in br inging t he i.nvent i on t o the marke t p l ace .
However j even assuming t hat th': gover nment could correct l y
identi fy all Invent i ons r equiring exc l us i vi t y , albeit a
remote poss ibi li ty , it is t he opi nion of t he Task Force
that a deferr ed policy has and Hi ll negat i ve ly affec t
contr act or "par t i.c i pa t i on" in gove r nment; p r ograms , "u t i li ­
zat i.on" of t he r esu l t s of such pr ogr ams , and "eas e of
admi ni s t rat i on" on t he par t of bo th the gove rnment and the
contractor as amplified by the fol I oc.ing :

a . The uncer t a i nty of ownershi p i nvolved in a
de f e r red de t.ermi nat i on policy would di s cou rage
at leas t s ome contr ac t or s from par t icipating in
gove rnment programs . :'lost certainly a contractor )
whos e privat e l y f inanced backgr ound pos i t i on

c.-' woul d be j eopard i zed by ncwl y gc nc ra t.cd i.nvent i ons
which hc might not necess ari ly Oh TI mus t think
serious Iy befo re t aking 3. contrac t ....h i ch intends
to capitali ze on hi.s oackgrour.d position.
Re fus a l to pa r t i c i pc t e ill th i s situati on wi l I
probabl y nec ess i t at c the government contract wi th
a l es s qualified contrac t or or no t cont ract
at al l.

b. 1110 l ong processing pe r iods i nher ent i n o.
de ferred dete rmi na t i on pol i cy wou l.d i n s ome
cases delay prompt u t i l i zat i on of gover nment.
inven t i ons, s ince a participating cont r ac t.cr
would .... i sh to es t ab l i sh his r i ghts pr ior t o
inves t i ng his risk c <1pi t a l . Ut i li z.at ion \-lou ld
also be adverse ly affec t ed by t he admi nis t r ative
burden of pe t i t i on i ng the gOVCI1l..mcn t f or exclu ­
sive commerc i a l r ight s <mel t he pr obabl e require ­
ment that t he contractor fil e patent appl i cat ions
to protect t he propcr t y rights dur i ng t he pe t i tion
period . Faced wi til t hese t as ks, t he par tic i pating
contractor wil l have lj.t t l e interes t in inven­
tions th at appea r economi cally mar ginal on firs t
review .

c . Finally, the Tas k f vr ce agr eed that til e
i nc r eased admi .n i s t rativc co s t s to both the contractor
and the govemment for th e draf t ing , submis s ion ,
and review of petitions on a case-by-cas e basis
would be out of pro ;:;crtion t o the r esult t o be
achieved thr ough i mp lemcnta t i on of a de ferred
de terminat i on po licy .

- 7 -
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6. In light of e le de fic i enc ies inherent in a deferred
detennination policy" t he Task For ce agreed that a policy
of gran t i ng exclusive cormer c i a l rights t o t he contract or
at the t ime of contr 3ct i ng to al l i nvent i ons gene rated
in per-forman ce of govc rrunen t contracts was the single
means of maximi zi ng "ut i l i zat ion'' without generating
adverse condi t i ons for "par t i cipat i on. 'I In add i t ion to
thes e advant ages, a,policy hhich makes dispos i tion at the
time of cont r ac t i ng offers t he opport uni ty for maximum
"ease of adminis tration". TIle Task FOTce did note,
howeve r , that " ease of adnurus t r at i on' ", under such a
policy 1•voul.d be propor tiona l t o the degree of fo l Low-up
or "ma rch - in" r i ght s r es erved t o the government , but
under no c i r cums t ances wou Id such a policy crea t e the
level of admi ni s tra t i ve d.iff i cul t i es now encount er ed
by depar t ment s and ag encies in the deferred detennination
portions of their policies .

7. Notwi ths t andi ng the advant ages to be ga i ned thr ough
a uni. f crm policy" of grant ing exclusive comnerc i a l rights
at t he time of contracting t o all inven t i ons gen erat ed ,
the Task Force was of the opinion t hat such a policy
could advers e l y affect "compe t i bon" i n the ma r ke t p Iace
if such exclusivi t y were to remain in t he contractor for
the full period of t he pa t ent gr ant in all cas es . I n
order t o avoid t his consc Cj ucn cc, the Task Force agreed
that rights mus t he res erved t o the government. under
such a policy wh i ch wou ld enable it t o as su r e aga i ns t
indivi dual abuse of t he pr i\'ilcges r etained by the
contractor. Thes e "mar ch - i n" r izht s woul.d i nsure that
a contractor ' s exclus ivity wou l d~ex tend only over a

. period justified by t he contract or ' s equ i ties 3.11Q t he
public's need fo r compet it i on in t he ma r ke t pl ace .

8. The Task Force agreed that t he benefits to be de r ived
through a pol icy' of di sposi t i on at the t i me of contracting
outwei gh t he need f or i cical cond i t i ons t o generate "compe ti ­
tion", whi.ch may not be max imi z.ed since S C]"7",C exclus ive
corrunercial ri ghts would re.na i.n Hi th the contrac tor to a
greate r: extent t han under a def er r ed dete rmi na t i on pol i cy .
ThUS, the Task For ce bclievcs that a policy of dispos i -

- tion at the t irne of contract ing will positively effect
utili zation of govc rnme.'1 t - Cundcd inventions Md parti c i ­
pation of ccn t.r uc t ors t he rcby i nc r eus i ng the na t i on 's
potenti al to cmp loy l.tbo r .uul ru i s iug the level o r its
exports. lur tlu-r , ma x imi ra t iO!1 or p.ut i c ipat i on wi II
increas e t he govc rnracnt ' s ab i l i t y t o f ocus pub l i c funds
on the k i nds of r cscarch and dcvc Lopmcn t wh ic h have
high, l ong- run soc i a l va l ue , but is r i s ky and not sharply
reflect ed i n profit oppor tun i t i es for a sponsoring private
business fi nn. Since it cannot; be pred i c t.ed w.ith any
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accu r acy how compet i tors wi ll mee t the introduction of
a new product made under exclus ively held patent rights ,
i t cannot be de t e rmined whe ther implementat i on. of such
a policy wi l I result in any decrease i n compet i tion .
Of l ~Jch greate r s igni f i caTJce ar e G~e rights r eserved to
the government unde r such a po l i cy to as sure against indi­
vi dual abus e of t he pr ivi l eges retained by the contractor,
and the knowl edge that the contr act c r remai ns subj ect
to the provis i ons of t he an t i.t rus t 1 8.1';3.

SYNOPSIS OF TASK fORCE PROPOSAL

Based on t he above ana lysis the Task Force dr3.f t ed a
propos al , set fo rth be low , wh i ch pr ovi des f or a urii f orm pa t en t p o l i cy
makin g a s i ng l e d isposition of invent ion ri g ht s i n most inst ances ~

I mpl ement at i on of this p r opos a l envi s i ons r epeal of all mcons i s ­
t ent ,s t at ut ory pr ovI SI Ons .

The proposal provides contractors a guarantee at tile ti~e of
cont r ac t inz of a fi r s t cn t i on to the exclusive corrmer-c i a.l v r icht s
to all ilw~ntions gene r at ed i n perf'orraance of goverruncnt. - f unded
r es ear ch. Upon exercising t ile opt ion , s uch r i ghts in til e contrac t or
are subj ect to a royalty- free, noncxc1usivc l i cens e to t he govern­
ment f or Feder a l Cove rn.aen t a l purposes t hr oughout t he wo r l d . f ailure
to· exer cis e t he op t i on results in SUG~ rights enuring t o the
gover nment .

The guaralltee of an option wi 11 be extended t o un i ve rs i tics
and other nonprofi t or gan i za t. i cns on 1\" a f t .e r gove rnmen t r evi ew of
the adequacy of t hei r organ i z a ti on2IDaten~-;'":1 CUlaEe] ;]en t capab i li t v.
'''Ihile it c a.~ be expected t ha t most comner c i a l concerns \'li 11 hav e'
an established procedure for i dent i fy i ng) repor t i ng , and adni n i s t or ­
i ng mvent ions, t he S 2Jne C3DJ.b i l i t ies cannot be pr esumed to exi s t
a t all un i ve rs ities and nonpr ofi t orgJ.:n i : at ions .' Thcrcf c r e , i t \\ ':15

concludecI t hat the publ ic i nt erest. i s better s e rved by reten t i on of
such r i ght s in the government in s ituations where t he univers i t y
or nonpr of it organ i za t i.on Jus no patent admi ni s t rat i on capabil ity.

~~ere the opti on has been exe r c i s ed , and a U. S. paten t appl i -
cation filed , the proposal corrt cmplatesthat cont r ac t or s r e t a in t he
exclusive cO;J:mercial r i ghts dur i ng the period f r om pat ent filing
to -three year s after issuance of a patent. If a cont Tactor has
not brought the i nvent i on t o t he mar ketp l ac e h'ith i n t he t ime from
patent fil ing t o t hree yea r s a f t c r patent i ssuance ,- such r i ght s
may be revoked :ll1d V (' :~ t cd i ll t he' ~ ~ \) V l' rnmcn t . rf the ( on t rae t o r
shou l d s ucceed ill ~' oj; i!!:nc j ~ l! i ; : ; lt i ~) n or tho i nvcn t i on d u r i ng th i«
guaranteed pe riod , t he cxclusive connncrcial rights vest in the contrac t or
for the full per iod o f t he pa t ent gr an t , sub j ect t o t he poss ibi l ity
that the government may rcqu i r e nonexclusive liconsing of t he [1. S.
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patents after t he guaranteed period h8s passed . The r equ i r e-
ment f or such l i cens i ng wi l l be de te rmined by a Government
Patent Rev i ew Boar d on pe t i t ion of any inte r es t ed party a f ter a
contractor holding t i t l e to a;1Y invention made in performance of a
government contract has r efus ed to gr an t en t i re l y or on accept ab l e
t e r ms a nonexclus ive licens e under such i nvention. The board , i n
making i t s dc t ermi nat i on and s etting the t enus of t he l icense , i f
any, will t ake i nto consideration t he equities of t he individual case.

The p roposal envis i ons that the period of guar ant eed exc l us ivi t y ,
coupled with the pos sibilit y of cont inued exclusivity fo r t he li f e
of the pat ent, h i ll c r ea t e an mccnt i \0-':; for 'pa r t i c i pa t i on in govern ­
ment programs and t he ear liest pos s i b l e uti l i zation of i nverit i ons
gener ated by such programs. The guar-anteed pcr i od fUTthcr recogn i zes
the contrac t or s I background equi ti cs wh i ch are presumed to be pr es ent;
in all cases . In add it ion , t he proposal pl aces cOITmercial deve l op - .
merit of the ill'!ention in the hands 0: the par-ty mos t Li ke l y to ac compli sh
t-hat task and nrov i dcs the i nc entive for t he i nves t nent of risk
capi t al requi r cd to bring i t to t he marke t pl ace wh i ch has been
estima t ed on t he or der of 10 t o 1 when compared to t he cos t. of
making the invention . The r eve r sion of r i gh t s t o the govcrnnent
in t he event t he cont r ac t cr fa i ls to conm orc i a l i ze the i nven t i on
pr ovides greate r assurllilce of util i : ation of govcr~~icnt -[wldcd

inventions.

TIle c r ca t i on of t he GOVC 1TIil:c;nt Patent Rc vie, .' BOJrd as surc s the
pub l i c that t he guarant eed period of exc lus i v i tv Hi 11 no t he ext ended
unjus ti f i ab l y. The exi s t encc of t he Board wi l l encou rage both t he
con t r ac t or and a prospect i ve Li ccns ce of a govcrnncut - funded invent ion
to negot ia t e acceptable t e rms and ther eby avo i d go ing to the Board
to sett l e differences . In general , i t i s pr csu.ncd tha t i f t he con­
t r actor had made s izn ifi can t crivate .inve s tncn t i n the deve lopment
and utili zat i on of the i nventi on a nd t he i.nvcnt i on was avai l ab 10
to t he public i n r cas onab Le quant i t ies and pr ices it cou l d cxpec t
to prevail i n a dis pu t e br ough t t o the Board; en t he othe r hand ,
t he l ar ge r t he govc r nmcnt i nvcs tmen t in bring ing the i nvention t o
the point of uti li:ation , the l ess likelv the contractor could
justi fy continued corme r c i a l exc l us i v i ty,

The "Boar d , by the nature of t he policy , wouI d need to cons i der
only economically s i gn ifican t i nventions in which t he r e was a s erious
int er es t and contr ovc r s v . Further, the inventi on wi l I have been
identifi ed r ather than hypo the t i ca l and t he economic and inve sDr.en t
data ava i lab l e to t he Boar d would be real i s tic and curr ent.

The gover nment a~C'nci es woulJ provide t he BO:1 rd with re levant
Lnfo rmat i on r c g:Hd i ng the ir f a l.c in t he dcve I opmcrit of the invcn tion
in question. They wou ld abo pr ov i dc tJ1C Board with t he approp r i a t e
public i nteres t and mission cons i.de rat ionswh ich they believe s hou l d
affect the Board is decision . Howcve r , the Boar d Hi ll make its
decisions on t he r eco r d and wi l.l be guided by s t atutory or admi.ni s t.ra­
tive crite r i a and be sub j ec t t o j ud i c i a l, review.

- 10 -
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In drafting the proposal, tlie T83k Force t ooK particular note
of t-he smal l TIIJJ-:-1Dc r of mvent i ons wh i ch are known to have been developed
for the comncrc i al mar kct pl ace subs tantially at government expense.
The m...nnber of s uch I nvent ions be comes even sma lle r i f the add i t iona l
cost of pro:not i onal 3ctiviti es i n bringing t he i nven tion to the market­
place is undcr r ak cn by t he government . It ...'as agreed that und er the
c i rcums t ances t he equi t i es in favor of leavi ng exclus i vity f or any
period in the contrac t or to th i s s rna l I number of i nventions are less
.than the USU Ql s i tuat i on in whi ch t he contract or contribu t es hi s
risk capital to bring t he i nvention t o the mar ketp l ace . A close
a.'1alysis of su ch i nventi ons indica tes that t heir continued de ve lop-
ment at governr.ent expense wculd generally r couir e addit i onal funds
from foll ow-on con t r act s . However , \';110r e f ol Iow- on contr ac ts arc
deemed appropriat e the pe r i od of tiJT',C over whi ch such an i nvention
is conceived and brought to the marketp l ace .woul d gener ally exhaus t
the guaranteed per iod of exc l us i v i ty, t hus precluding a windfall
to the contrac ~or .

Notwi ths t andi.ng the view that a contractor will ordinarily
.exhaus thi s guar ant eed per iod of exclus i vi t y if deve Iopmerrt f or
the ccmmerc i a l market pl ace is unde r t.aken sub s t ant i aIly a t gOVClTJ1:C;l t
expense , t he proposal provides t o t he Boar d t he r i ght to subs t i tute
a patent c l aus e at the tiJ1\2 of cont r act i ng wh i.ch l eaves t o t he

. ~OVCm1l8nt t he first opt i on t o exc lusive conmcrc i a I r i ght s i n inven­
tions wh i ch arc the pr i .na ry obj ect of t he contrac t . The BOJ.rd won l d
exe rc i s e thi s r ight upon a dcpar tr.cnt or agency r equest TI! ~1d(; prior
t o con t r act whi ch is acccmoani cd bv a s howi .n u th at such dC' !Xl r' trlC' n t

or agency i nter.dcd to develop substant i a l l y ~t its expens eian i denti fi ed
pr oduct or process fo r us e by t he gener a l pub lic .

It shoul d be no t ed t ha t the proposal cont e;nplates tha t exc lusive
title to all f oreign pat ent s will ves t in t he con tractor for the
full tenn of t he pa tent grant i f t he cont r acto r compli es wi t h t he
conditions of t he proposal.

* * * * * * * * * * * * * * * * *
PROPOSED POLICY FOR T:LE ALLOCATlm~ OF RIGHTS TO IN\TENTlmiS

}~DE m~DER GOVE~~}lli NT R&D CONTP~,CTS

1 . POLICY

A. With the exception set forth in SeA) (3) bel ow, contractors
~hall be guara nte e d a t the time of contracting a first option to the
exclusive c o~nercial ri ght s in all inventions made in performance
of governmen t-funded contracts , (The term "exclusive commercial
ri ghts" s hould be unders t oo d t o include e i t he r title to t he
invention or an exclusive lic~nse t hereto with t he excep t i on that
as the term relates to foreign patents or patent applications
it means t it I e) •
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B. Any s t a t ut or y prov is ions wh ich a r 6 inconsist ent with such
guarantee or the pr inc iples of t his pol icy s ha l l be r~ pca l e d .

C. The guarant ee of exc l us i ve commercial r i ght s ",ill be
extended to un i ve r sit i e s and ot her non prof i t organ i za t i on s onl y
after gove rn~ent r eview of the adequacy o f t hose or ga n izations'
pat ent r~ n~gement capabili t i es .

D. The government may l ater revoke such ri ghts in a contractor
aftcr f ai lur e of .t he cont r act or to meet co ndi tions as' he r e Lna Ete r
provided.

E. Exclus i ve ccmme r c i a I r i ght s in a/ con t ract or Ylill be
subj ec t t o a wor ld -~i de, r oya l t y- f r ee , nonexc lus ive l i c en s e i n
the gove r nment f or Fede r a l Cov e r nme n t purpos es.

F. Af t e r a s peci fi ed pe r i od of time, contract ors who have
re t ained exc lus ive c omne r c La l r Lg ht s ma y , on pe t i t i on of any
int0re s te d part y ) be r equi r ed b y a Gover nme nt Pa t e nt Rev i ew Board
to gran t l icens e s u nd e r U. S. p a t e n ts wi t h t ern s
that a r e r eas onab l e un de r the circums tances .

2. DI SCLO-SURE I ELEC"i'ION At,:n RE PORTS

Each inventi on made in per f or mance of a gove rnment -funded
cont ract wi l l be d i sc l osed t o t he gove r nnent with an i nd ica tion of
cont r Gc t or's e l ection to a cq u i r e excluslve coc~e r cial r i ght s .

A. Election to Acqu i r e Exclusive Commercial Ris ht s

El ec t i on by t h~ Cont r ac t or wou l d i nc lude agr e emen t to
file a pat en t a ppl Lc a t i on covc r t ng t he i nven t i on i n t he
Unite d St a t e s Pa t en t Of fi ce with i n a s pec i f i ed pe ri od of
time. Pa tent Of fic e pr oce6ure s wi l l be est abl i s he d to a s s ure
pro per a f f i xat i on o f t he lett e r " G" or ot her a ppr opr ia t e
desi gnat i on on a l l s uch pa t ent a pplications and pa te n t s
issued t he r e on. Election and fil i ng would gua r ant ee
exclusive corrrne r c i a I r i gh t s i n t he contra c t or fo r a pe r iod
starting from f iling until t hree ye ars a f t e r is sua nce of a
patent. Under s pec ia l c ircums t ances disc l osed by t he
contract or, t he agency he ad ma y ext end t he per i od a s de emed
appropriate .

. __ B. Election Not to Acquire Exclus i ve Commercial Ri gh t s

Election not to acqu ire t he exclusive commerc ial right s
will r esult i n such r i g ht ~ ve st i ng in t he gove rnme nt f or
disposit ion as i t see s fit , as se t f orth i n Pa ra gr ap h
4.D hereaf ter .
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c. Reports

The contra c t o r shal l promp t ly a dvi s e the age ncy upon
Ls suan ce of any U. S. pat ent cove ring an inve nt i on to whi ch
h e a cquired excl us i.ve c orrrner c i a l ri ght s. Duri ng the thre e
year pe r iod af t e r i s suance of a pate n t t he c on t r a c t or wil l
s ubmi t t up on the a gency ' s r e qu e st r epor t s set t ing f orth
progr e s s made t owa r d cornme r c i a I. uti li za t i on . I f af t er
three y ears f rom pa tent i s sua nc e util i zat i on has not been
ach i eve d , the a gency may t a ~e s t eps to revoke the exclusive

I

c omme r c i a l right s unl e s s sa t isfuct ory evicle'1ce is pr es ent e d
that t he t i me f or utili zation shal l be extended .

3. CONTI NUING RIGHTS

Whenev e r util i zet i on ha s be e n a chi eve d by t he cont r actor
within the t i.mc agre ed u pon by t h e a g e ncy , t he exclusiv e c orrrne r c i e l
rights wil l conti nu e in t he contra ctor f or t he li fe of any pat ent( s )
c laiming t he i nv e nt i on, sub j ec t t o the provisions s et forth in
pa r ag r a phs 4 and 5 below.

4. C01';TRACTOR LIC ENS TIiG

A. Three ye a r s af t e r l s s uance of a patent c l a i mi ng an inventi on in
wh i ch a c ontrac tor has e l e c t e d t o acquire excl usiv e corrme r c i a I r i ght s ,
the con t r ac t or may be r e qui r e d t o gran t n~n -ex c lusiv e li cens e s
under such pate nt by t he Gove r nment Paccnt Review Boa r d under
c ondit i ons se t forth in pa r agr aph 5 below.

B. Con t r ac t o r shal l have t he right to s ub l ice~se~ Qthcr s on
a n exclus i ve or non -e xclusive ba si s unde r any te rms he deems
a pp r op r ia t e , s ub j ec t on ly to ex i s t i ng l <"H,,1S and the requirement s
of the Govc r nme nt Patent Rev i ew Boa r d ,

C. If the contractor pe r mits utilization to c ease , the
agency may r e quir e t he co nt rac tor to gr a nt a n exclusiv e or non ­
e xcl us i ve licen s e t o r e spons ibl e appli ca~t s on t erms t ha t ar e
reas onabl e under the c i r cums t a nc e s .

D. ~)on a contractor ' s e l e c t i on no t to r e tmn t he exc l us i v e
c ommerc i a l rights , or afte r a n e le c t i on to retain such r i ghts
a nd s0b s e que nt r evoca t i on by the ag ency for f a ilure t o meet the
conditions of thi s propos a l , the contrac t or sha l l be gr anted a
r evocabl e, non -excl usive , royalty- free lic ens e und er t he invention .
Suc h li c e nse shall be r evoked upon not i ce to the cont r a c t o r of the
i nt e n t of an a gency t o gran t a n exc l us i ve lic ~n s e , s ub j e c t to t he
r i ght o f the c on t r a c t o r t o make appl i ca t i on t o the Gove r nment
Pa t ent Revietv Board f or a l icens e und e r terms and condit i ons t ha t
are r easonab l e under the c irc umst a nce s.
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A. General

(1) The Board will consis t of a full-ti me Ch a irman a n d
Executiv e Secre t a r y an d a p a n e l of 20 me mbers, any f ou r o f wh i c h
may b e c hosen b y t h e Ch ai r man to si t on spec i f ied cas e s . The
Board wil l meet uron the cal l of t he Ch a i rm ~ n to c o n s id e r and
rule u p o n t he issues ari sin g under the operat ion o f thi s p o l ic y .
The Cha i r man a nd t wo members wil l constitute a quorum.

(2) Its deci sions shall be s ub jec t t o j udicial revi ew b y
United S t a t e s District Cou r t for the District of Colu mb i a .

(3) The Boar d shall have t he p ower t o review reques ts by
a genci e s to sub s t i tute a pat e n t claus e whic h lea v e s to t h e
age n c y the fir s t opt i o n to e x c lusive comme r cial r i ghts in
i nvent i o n s wh ich a r e the primary object of the c o n t r ac t. T he
Board s hall exerc i s e this r ight on ly u pon agen cy r e q u e s t s made
p r i. o r to c on t r a c t wh i. c h a r e ? Cc C11Tl IJ Zt n i (:d by a S hO\1.:5~n f~: t uat s u c h
agency int ends to devel op subs t a n t ia lly at gove~nmen t ex pense all
ide n ti f i e d p roduct o r proce ss for use by the gene r a l public.

(4) The Bo ard shal l ha ve the power to rev i e w on petition of
a ny in t e r e s t e d party the r e f u s a l of a contrac tor h o l d i n g exclus ive
commerc i a l righ t s t o a n y inve n tion mad e in performan c e of a
g ov e rnme nt con t r a c t to g r a n t e n ti r e l y o r on acc e p t a ble t e r ms
a lic e n~ 8 under such inven tion .

(5) Su c h peti tion may b e f i l e d a t a ny time a fte r t n o c o n-­
tractor has elec t e d to a c quire suc h ri g h ts and has fi led a
p a t e n t appl i cation o n such i n v e n ti o n.

(6) At a ny ti me aft e r t ho period se t for u ti lizat i on by an
a g e nc y has expired, the Board ma y r equire the granting of non­
e xclusi v e lice ns e s und e r U . S . p atents o r pat e nt a pp l i cations
with t e r ms it d e e ms app r o p r iate on t he bas i s of:

(a) T he fa i lure of the coritractor to show c a u s e why s u c h
lice n s e s houl d not be g r a n t e d ; ' ? r )

(b) T he f ac t ors c o n t a i n e d i n paragraph 5. B be l ow .

B. Board Re v i e w of Refusa l to Gr a n t Lice nses

-
,, -The Boa r d sha l l tak e i n to consi d er a ti o n , in add i tion to the

argument s of t h e pa r t ies, a t lea st t h e followi n g fa c t o r s in
making it s det e r mi n ation to requ i r e li c e ns i ng o f a n invention
made in performa n ce o f a governme n t c o nt ract .

(1) Ac h iev in g- thc (Jul' ill's L pra cticab le u t i L f za t. i on of
goverl1 Plc n L-ass i s t c d inven t i on s in commerci al pra c tice:

(2) Encouragin g, t hrou g-h the n o r mal i n c e n t i v e s o f t he
patent system, p rivate i n ve s t me n t i n the commercial r e a l i z at i on
of government-as s i s ted inv e n ti ons ;
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(3 )
men t a nd

Poste r-Ln g effe c t i v e c omr-c t i tion i n th e c o rnra e r-c ia I d o v e Lo p­
e x pl oi t a ti o n o f gQv ern ~e n t- a ssi s L ed in vc n ti on~ ;

( 4 ) Ae s u r i ng a ga inst non -c u t i Li z a t Lo n of gov e rnme n t -ass i sted
inv en t i o n s and excessive char ges fo r use of s u c h i n v enti o n s

. ste mmi n g fr om privat e o wne rs hi p o f patents' on such invent ions;

( 5 ) Bala n c in g the rel a tiv e equ ities of the public, the
i n v e n t o r an d t h e p aten t o wne r o r de v e l o per in the spec i f i c
g o vernmen t- a s s i st e d in v e nti o n , meas u r ed by t he inv e stment
n eces s ary t o b r i n g the i n v e nt i on t o t he point o f commerci al
a pp lica t ion . This wo u l d i n c l u d e the foll o win g:

( a ) The r elative cont r ibut ion of the g overnment and the
con t r a c t o r in b r ing ing t he i n vention to the mar ke t p lac e ;

,
(b) The mi s sion o f t he p rog ram fu n di n g t he c ont ract

fr om which the inve n t ion a r oe e ;

(c) The typ e of inven t i on a n d the mag n i t u d e o f the
prob l e m it so lves; .

Cd) T h ? scop e o f " t he p a t e nt c l a i ms ;

(e) The contrac t or's b ac k g roun d p osition ;

(f) The gov ernme nt 's f u n d i ng o~ b a c k grou nd t echnolo gy ;

( g) Th e s cope o f the mark e t a n d the success o f the
con t r a c t o r i n me e t ing i t;

(h) T he p r of i t Marg i n in r elat ion to o the r s im i l a r
i n v e n t i o n s ; a nd

(i) '1'11 0 f e a sib i l i tv and lik ely b e n ef its o f compe tit i o n
in t he marke t s e r ve d .

c. Fore i gn Right s

The Bo ard's jur isd ic ti o n i n r e qu i ri n g t he g r a n t i n g o f a n o n ­
exc l u s i v e l i c e ns e s ha ll e x t e n d on ly to l i c e ns e s u n d e r U.S. pa t e nts.
No t hi n g h e re i n s hal l b e c on s t r ued to ext e n d t hat j u r i sd i c t ion
to fo r e i g n p a t e nts .

D. Bac k g r o u n d Ri 3ht ~

Th e Bo ard 's juris d i c t ion in r e qu ir in g the g r a n t of a non­
e xclu s i v e l i cens e s hal l ex t en d t o on l y t hos e i nventions mad e i n
perfor ma n c e of g ov ernrne ~ t- fund e d contrac ts . No t h i n g herein s h a ll
b e const rue d t o e x tend t ha t jur i s dict i o n t o d a t a or other
inv e n t i o ns made at p r ivat e e xpense .

E. Ag e n c y Co o p e r a t i o n

The d epar t me n t s a n d agenc i es o f the Ex e c ut ive s h all p r ov i d e
to t h e Board wh a te ve r a i d a nd i n f o r mati on it d e ems n e c e ssary to
accompli sh i t s as s i gne d d u t i es .
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F. Board Revi ew of Agency De te r minations

The Board, on pet it ion of c ont r ac t or , sha l l have the
po,,!er to r ev i ew an ag ency decis ion in i mpl ementing this pr opos a. l
und er which such c~t r ac t o r is aggrieved .

G. Intervent ion

All int ere s t ed par ties , incl ud i ng any agen cy of the U. S.
Government , shal l have t he right to i ntervene in any proc eed i ng
befo r e t he Board .

* * * * * * * * * * * * * * * * *
RAMIF I GJ\TI 00JS Of n·PLE\lEN1'ATI00J OF PROPOSAL

Irrrpl err:en t at i on of t he propo sa l wi ll serve t o IJ i t i gat e or resolve
a number of r elated i s sues generated by pre s ent a lIoca t i on-ofvr ight.s
pol ic i es. Some of t he more .impor t an t a reas t hat woul d be affected by
the p r opos al are as folloHS:

A. The Employed Inventor

Penni tting contr actors a guarantee at t he time of cont.r ac t ing
to a fi r st opt ion t o the exclusive commer cia l r i.ght s in a ll
i nvent i ons gener -ated in performance of the i r govc m ucnt - funded
r es ear ch pl accs t he cont r. ic t or in a better pos i t i on t o accomo­
date t he equi t ics of his empl oyed i avc ll l o ["s t.luougi: a\\ ~:i l 'd p ru );l':U:LS
i f the con t r ac t or deems such pr ograms advantageous t o his needs .

B. Scope of the License Reta i ned by the Government

Pres ent po l i c i es p r ov i de tha t the non -exc lusive licens e rc t i ! i n ~J

by the Feder a l Coverruncn t i nclude state JIll! dcn.es t i c municipa l
governmen ts unless t he :lgcncy he ad dc tcrmi nes t ha t th i s hou l d
not be in t he pub l i c i.nt.c r c s t . The scope of the license re t a i ncd
by the government under the propc s al s peci fi ca lly exc l udes
state and doncs t i c rnuni c i pal gcve rnment s . It ,,' 35 t.he op ini on
of the Tas k Force t hat to cxp.cLt cl t he s cope of t he l i cens e to
state and domes t i c mun i c i pa l governmen t s wou Id be t ant amoun t
to r eta in.ing exc Ius i ve conancr c i a l r ights in t he gove rnmcn t
in situations where t he mar ke t f or t he i nvent i on woul d be subs t an ­
tially f cde r a l , state and municipa l programs . Inventions d i rcctcd

· t o so l ut i on of saline water and educa t iona l urob l cms wou l d
. fall within th i s ca tegory . To extend the scope of t he l icense
retai ned by t he gove n mK'n t t o include state JIlJ domcs t i c mun ic i pa l
gove rnment s hall 1J the re Io r e de tcat the purpos e of t he propos a l
as i t r e la t es to such i nvcn t i ons. To pe nni t the agency head
to dc tc rm i ne the scope of t he License r e t a i ned by t he gove r nment
at the time of contrac ting was not deemed practical , s ince the
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type of Lnvcnt i.on that wi l l evolve from a r esearch and
deve l opment contract cannot be accurately p r ede t ermi ned .
Fur ther, t he Revi cw Boar d assur es that competition Hill
ul t i mat e l y ex i s t for such ir:ven tions i f ccor:o:nically
s i.gn i f i cant and demanded by the equi tics of the pub lic.

c. UPivers ity and ~on-Profit Org~li zations

As no t ed pr eviously , the proposal ex tends the guarantee
of an opti on t o exclus i ve ccamerc i a l rights t o uruvers i t i es
and non -profi t organ i zat i ons afte r gove rnment r eview of
the ad equacy of t heir patent management capability . With
such option, un i vcrs i t i cs and non -pr ofit or zan i za t.ions ar e
in a better pos i t i on to l icens e i ndustrial conce rns as an
incent i ve to use their risk capital in bringi ng the r esults
of un i ve::s i t y and non-prof i t organi za t i on r es earch to the
marketp l ace , h'i t hout the ab i l i t y to trans f er exc lus i ve
conrnerc i a l ri.ght s to .in.lus t .rv , univer s i t i es and nori- prof it
organ i z.at ions have f ound i t di f ficu l t t o over come t he ";:'0: ­
I nvent.ed -hc r c" synd r rsne . (See Harbr i dge Hous e Repor t and
the August 12 , 1960, G:\.O Repor t , "Prob l em Ar eas Aff ecting
USe f111:1e s s of Results of Covernne nt -Sponsor cd Research i n
j\ledicinal Chcmi s t ry" . ) The Task For ce cons i der s t h i s .' 311

i mpor t an t mat t e r since approx i mat e Iy 25% of the goverrment ' s
resear ch ,'11\1 devel.opmcnt budge t is expended through contracts
with univer s ities and non-profi t organ i zations .

D. Dcfi n i t i on of " Conce i ved" and "Fir s t Actua l I y Reduced to Pract i ce

Pr es ent po l icies s t ipul ate that any invent i on "conceived" or
" f i T5t actuallv reduced to prac t i.cc " i ll pc r [orIT10J1CC of J.

gove rn men t - f unded r ese ar ch and de ve I opmerit cont r ac t be
di s pos ed of i n accordance ~i th t he cont r ac t provisions
under wh i.ch .it aros e . :-\ny invent ion so conce i ved or fi rst
actua lly r educed to prac t i cc affo r ds to the government
at l eas t a rovaltv - fr .:c nonexc lusive license. The Dr eci se
defi rri t i ons of "c~nceivecl" or "firs t actual l v reduc~d to
prac t i ce" , th erefore , are i. npor t ant as th ey are de termi na­
tive of tile r i ghts in the gove rru~cnt or t he contractor .
'111e pr cpos a l contemoLat cs t hat it 'di ll s ira.i l a r l y sn eak
only tovthcs e inven tions conceived or fi rst ac t ua l 'l v r educed
to pract ice in pe r f o rman ce of government - f unded r e sea r ch and
deve l opment cont r ac t s . In order t o r e solve any present

. _p r ob l erns wi t h t he t e rms "conce i ved" or "fi r s t actually reduced
to pract i ce" , i t i s sugges t ed t hat any pa t en t. ri ghts c l ause
utili zed in i mpleJlient ing the pr opos al i nclude the f ollow i ng
defi nit i ons :

(1) " Conceived" means a disclosure i n a fonn
which \'Eould enab l e someone skilled in the art
to whi ch t he i nvention ue r t a i.ns to make and us e
the invention wi t ho ut til e use of further
invent i ve effort .
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(2) " Firs t actua l ly r educed to practice" means a successfu l
test of ~he i n v e nti on i n a simulat e d en v i ronme nt , or
in an env ironment similar, to t he one in wbich i t wi ll
be used f or a purpose for whi c h it wa s intended .

E. Ri ght s Obtained by t he Covernmont Thr ough Its Research
and DcvcI o.mcnt Contrac t s in Inventions Conceived and Firs t
Actually Reduced t o Prac t i ce at Pr ivate Expense

A great deal of uncertainty has been gener ated by ;\C\ lP, Inc .
v . U. S. l 56- USPQ 647 , as this cas e appears to extend t he
r i ght s t he gove rnmen t obt a i n...s throu gh i ,ts r es earch and
deve Iopment contr ac ts t o m vent ions conceived and fi rst
ac t ually r educ ed to pr ac t i ce at pr i vate eXpC!lsC-:- In order
to elimi na te t h i s un cer taint y, the Tas k f or ce recommends
that t he f ol Lowing Language be adde d t o arry patent c lause
util i zed t o .imp l ersent j.ts pr oposal :

(1) Noth ing cont a i ned in th i s patent r i ght s
claus e or construed the refrom sha ll be deeme d
to grant to the gove r ruf:en t ZiTIY rights in any
invent ion which i s ne i tl .c r co nc e ived nor fi r s t
actua l l y r educed to pra.ctice in the cou rse of
or under t his cont.r ac t . Ilowcver , this sha l I
not denr i \'2 the govc rn.ncnt 0 f anv r i ght s t o
\,111 CI1 :chc govcrru. cn t may be cnt(tl C'd~ under othe r
c laus cs in t h is con t ract , under other cont [ acts ,
or by s t atut.e ; and

(2) That i n thos e situ::l t i ons i n wh ich the govern ­
ment wi snes t o acou i r c r ":';::: llLS i n all i.nvcnLion
whi ch i s neithe r concei ved nor f i 1' S t ac tua l Ly
r educed t o practice unde r a gove r nmen t contract,
th i s be done t hrough a separat e expr es scd
provis ion of the cont ract .

It i s t he opinion of t he TJ.sk Force that any ba ckground
patent r i gh t s cJ.3.US C ncgo t i at cd as provided by (2) abo ve
speak onl y to invent i ons i n ex i s t ence Clnd i dcnt i f ieu J.t
the t.i me of cont r ac t i ng ~U1l1 that Cl.I1}' righ t s acqu i r cd by the
gcve rnr-cnt to such invent i ons reflect t he contributions to
be made by t he gove r nment t owa r d i t s cnhancc.ncnt , tes ting,

.or dcve Iopmcnt . I t should be no t cd that the proposal 11.111 i t s
. 't he Patent f ~cv i e'." Boa rd t s jurisdic t i on in requ i r i ng the

gran t of licenses t o on ly t hose i nvent i oi1s conceived or
. firs t ac t ua 11l' reduc ed to practice in per I c rraance of
gove rnment contracts .
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F. Ln v c n t iou a Con co i v ed an d P;:, :: c. n t c d ret Priv a t e Expe n s e: n u t Reduced
to prac-tT ceIlll 'eJ.:;YbT ;)1a nc e·or-i--Governrn-ei:Y=-f:urlcIeCCc:OIitra e t-· _ .

It has been sugges t ed to t he Ta s k Force tha t inve n tions h a v in g b e e n
con c ei v ed a t pri va t e expense a n d wh i c h are i d e nt i f I e d b y pa t en t s ' or
p at e nt a ppl ications but f irst actu~ l ly reduced t o pr a c t i ce i n per­
formanc e o f a g o ve r-nme n t-cfund c d c on t r a c t re main the p roperty of the
cont r ac t o r , sub j ect t o a roya l t y-free, n on- exclus ive l i c e ns e to t h e
governme nt. The Ta sk ' F o r c e rej ects th i s s u g g e s t i o n , a s i t do e s no t
properly take into c o n s i derat i o n t he cont ribu t i o n o f t he g o ve rnment
in fir s t r educin g the invention t o pract ice in a ll c a s e s. I t i s
re c o mme n d e d b y the 'I'a s k Force t hat t hi s t y p e o f i n v e nt i o n be b rough t
to t he a tt ent i on o f t he a g en c y fu n di n g t hs, p ropos ed c ont r a c t unde r
whi ch s uch i n vention ma y be r e d\lCed to p r actice a t the time of con­
trac t i n g s o t ha t t he equ i t ies o f b o t h par t i e s may b e consi d e red in
maki n g a di s p os i tion . The Task Forc e fe e ls t ha t this p r ob lem has
b een fu r t h e r mi t igated by t he proposa l in tha t the c o n t rac t o r wi l l
at very l e as t retain h i s o p t i o n to e xc Lu e Lve c o mme r c i a l r i g h t s
u n l e s s otherwise n ego t iated "a t t he time of cont r acting .

J a me s L . Whitt a k e r, Esq ., Chairman
Pa t en t Opera t. Lor.s , HCft. Co r p o r a tion

No r ma n J. Latkar, Es q.
Chi ef,· Patent Branch , nAL
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