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of course,:these.are my own'views‘and are ﬁct'nécessafiiy |
cons1stent w1th those of my Department or the Adm1n1strat1on.
| _ “In 1971 the ‘controversy regarding the appropr1ate polxcy
“ for- d1sp051ng of inventions resu1t1ng from Government funded

'_research surfaced again as a publzc‘1ssue after_be1ng re]at1ve1y

~ dormant since the 1965 attempts by'Senator-Long to amend the'NASA and

Public Hea}th Service appropriation bi]]s'to assure ownerehip of

' such inventions in the Government. There 15 11tt1e ev1dence,after
four years of var1ous confrontat1ons between the protagon1sts,of any
“abatement. However, as I will exp1a1n ]eter;there are now ser1ous
" discussions occurring in the Executive toward bringing the matter

to some conclusion. In order for you to participate in the qu]ic'

o debate that may be precipated'by any possib]e*recommendation from

the Execut1ve 1 thought it might be usefu] to br1ef1y comment on tne

most 519n1f1cant events affect1ng Government Patent Pollcy since 1971.

The f1rst apparent cata]yst of the: controversy appears to
have been the reissued President's Statement of Patent Po]1cy of
1971 The '71 Statement d1ffered from the prev1ous '63 Statement
in the ma1n by prov1d1ng to the Executive Agencies, not otherw1se
precluded by statute, greater f1ex1b111ty in (1) perm1tt1ng
- Government contractors to retain egcluswve-r1ghts in inventions

after they=have been identified and (2) granting ekc1usive rights

1 vent1ons owned by Government to se]ected 11censees These
_changes were made to correctg1dent1f1ed problems in Agencies such -

as HEW in bringing the results of their research to the marketplace.'

-




Let me_stféés that the '71 Statément made'nd“tﬁanges in the criteria
governing.djsposition_of-invention_rights at the.time of'con£kacting.

| To implement the licensing amendment, the Statement requifed
.tﬂe GSA to iﬁsue Govebﬁﬁentewide 1icehsihg regulations.  Soon after.
_..the;issuancg of these regu]atiohs,Pub1jc Citizens, inc.; a Ralph-
‘FNéﬁer orgahization, joﬁnéd by eleven Congreésmen, suad'the GSA to -
enjoin“their imp]ementation on the primary basis that any grant;‘
of ahxexc1p§iVe license under the regu]éﬁions without statutory
giauthority Was an_unconStitutTOnaT'dﬁspoéition-of property.

._Also;shortTy after_fhe issuance of the '7]_Statement,the'
Cdmmissioﬁ on Government Prbcurement,.formed at the direction of =
Congress, begén its review of vaefnmeﬁt ﬁétent Po]icf, This |
study culminated in a December 1572 report containing 16 recom-
mendatidns on Inte]lectﬂé].Property'Matteksu The first and secoﬁd.
of these recommendat1ons were: | - |
1) Imp]ement the revised Presidential State of
 Government Patent P011cy promptly and un1form]y,
. and : i
“'2)' Eﬁécf 1egis1ﬁtioh to make'c1éar:£héfaﬁfﬁ6rity
of all agencies to issue exc?usive_]icenseé
" unider patents held by them.
| . The first recbmmendation did not in }act f0110w.thé fecommen-

datlon of the Comm1ss10n s Task Force on disposition of invention r1qhts.
That Task Force, made up of representat1ves from the pr1vate and pub11c

sectqrs, clear1y‘1nd1cated in its report a dissatisfaction w1th;the




'63 and '71'Statemenfs. :Thefr'uhﬁappiness.centered;eh'indiceinnS'that
the Executive Ajencieé Were.nOt ﬁniform1y ﬁtﬁ1izihg the discretion
prov1ded to them by the Statements in. recogn1z1ng the equ1t1es of
contractors in resu1t1ng 1nvent1ons in appropr1ate cases " The Task
Force felt the 1ack of un1f0rm treatment most 11ke1y adverse1y.affected

contractor part1c1pat1on in ‘Government Research Programs or,more

'_ 1mportant ultimate de11very to the pub11c of 1nvent1ve results

of completed research The Task Force recommended ending the
'd1scret1on Teft to the Agencies by requ1r1ng use of a 51ng]e 1nvent1on
'r1ght5 clause in a11 research and deve]opment contracts prov1d1ng-f0r

first,option to a]T'reSuItihg'inventidns in tﬁe contractor 5ubject'to
strengthened march?in'prOViSiens; | | -

I believe that the primary reason for the recemmehd:et'ioh”.\&as.
the realization that a subsfahtiai majority or inventive ideas require
“advocates" in order to reach the marketplace and that eXperieﬁce.
indicates that the inventing organizatien,'{ffinterested;_iS'more a
; 1ike1y "advocate" than a disfant, unmofivated"éovernment staff.
Other fectors were the recognition that'the contractor had an
equitable positibn‘in feture'invention righés on the mere_basis '
that its se1ection'as.a‘centrecfor’wes indicative'of its prior
‘backgroend positioh, _Further,rin tné case of the University
cohtractor the oﬁnerShip of its ideas was Qeemed imberatiVe to tﬁe
'UeiVersity's contineed ihve}vement in'obtaining'industry'cb11abdration

in delivery to the market. A good example of the need for committed




?advotatesﬁ is Xerox, one of the generation's most Successfﬁ1
Tnvent1ons It xs sa1d that the 1nvent0r of Xerox Chester
' Car]son, contacted over 100 coneerns before he was ab]e to @bta1n a
: financ1a1 commitment to deve1opment There is no ev1dence that |
'_a Government organ1zat1on wou]d be w1111ng to dup11cate that
k1nd of effort nor is 1t apparent that many organ1zat1ons I
persons. wou]d absent a property 1nterest
The Comm1ss1on though u1t1mate]y re3ect1ng the adv1ce of
lts Task Force did go on to say:
“If eva]uat1on of experlence under the revised'
Pre51dent1a1 p011cy 1nd1cates a need for futher_
'1po]1cy revisions, we urge cons1derat1on of an.
alternat1ve approach genera]ly a110w1ng con-
' tra;tors_tq obtain commerc1a1_r1ghts but sub-
jecting:these'rights_to.a strengthened_"mafcha
- in" procedure. | |
N In'pariia1 response to the Commission's first'récommendation
to"imp1ement the PresidentfslStatement uniformily and, partially on
fts own'ihitiative,.thé GSA agtjng for'the,ExeéutiVé Agencies_issued
patent Procurement'Regp]ations. - These re§u1atidns include standard
~ contract language to be used ‘by all .the Agéncies when imp]ementinq »
an Agency decision to eather (1) take title to resulting 1nvent1ons,
(2) 1eave t1t1e with the contractor in such 1nvent1ons1 or (3) defer

determination until the invention is identified.



i wouid emphasize again that these reguiations in no way proQide_-

any new direbﬁion not found.in the '63 or '71 Statement on when én
Agency is to use a title, license or deferred patent clause. . In
.otherIWOrds.these regu]ations-hake_no attempt to guarantee uni form
treatment of cc‘).ntractor.'s‘_ dealing with different Agénc;ies_under -
similar fact situations. | R

Prior to the issuance of the GSA regulations the Justice
'Department a1ong with the other Agenc1es of the Executive furn1shed
comments and recommended changes to the drafting cpmn1ttee;- In their
. comments the Justice Départment for the first time raiéed the question
of whether the disbosition 6f future orLcontingent invenfion rights |
to contractors without statutory author1ty was an unconst1tut1ona1
disposition of property. This concept was summar11y d1sm1ssed by -
all the research and‘development'agencies on the basis that even if
" .the possibility of making'an invention. could be deemed prdperty tﬁe
“ultimate invention was the property of the inventor absent a chain
of assignment to the Goﬁernmeht. | | |
Soon after.the_issuance of the regu1ations; Public Citizéns

) '_-joined by.se.ven .congfessm'en,- égain brought suit against GSA to e'njoi.n
 their implementation on.the basis that they provided for contract
| clauses, ﬁhich bermit contractors to retain the exclusive right to
future inventions. The p]aintiff, citihg Justice as itS'primary'
“authority, contended that such clauses amount to a disbosition of

property without sfatutory authority.




| In.retrospect, although the two Sets.of.tegu1attons under qttack
in the Public Citizens cases were admirable ettempts to bring about
lgreater'uhﬁformity.of_language on patent mattets:Within the ExécutiVe,.
it was unanticipated {though probably healthy) that they.would provide
a target enabling a protagonistdto attack all Agency policies through
onlyitWOJactions As'you probably know, the Justice Department later
pub11c1y disavowed that 1ts comments had any support in law. Further,
both cases have now been d1sm1ssed on the bas1s of p1a1nt1ff s lack
of.stand1ng to sue (no doubt due to the absence of a case or controversy
affecting the p]eintifts)t The plaintiff is seeking review of the deci-
sion,;and-are now more conoerned over their loss of standing in similar
‘situations than the issues they sued on. | H
QfNotwithStanding, the Executive;s apparent victory in these two .
cases, the failure of the court to refute the pieintitf‘s contentions
has had serious ramifications. Notwithstanding, the Justice Department's
disavowal it is apparent that a]leged patent infringers havo adopted
the Justice's initial: position as ev1denced by its use as a defense in
twg‘necent patent 1nfr1ngement cases_broughtzon a patent obtained_.
by thé'p1aintiff through a positite Government decision. The
defense that the 1nvent1on in quest1on was generated in who]e or even
in part w1th Government funds may well come to be ut111zed as often as
anti- trust or fraud on the Patent Office defenses unt11 Congress1ona1 or

Supreme Court clarification is forthcom1ng ' o ' o _ ~%'

_Wh11e the reissued statement of_19?1 catalyzed the Court
cﬁa]ienges discussed above the energy crisis of 1973 has. catalyzed
_the_Congressiona1 chalienge to the ‘71'Statementf
At the beginning of 1974 the proposed.patent-c1auses attoehed

to the Federal Non-Nuclear Energy Research and Development Act of 1974



by”the Interiortand Insuler.Atfairs Cohmittee'nade.nO'Ptovisions for
:patent ownership by prbSpective contfactors.":Eyen eftef a number of
'attempts by the_Executive,.Inddstty; and_Universfties to'explain |

| the need for a policy whfch-Wou]d create_an_atmOsphere_encouragjng
‘contractor participation in this important program and ultimate
utilization of results, the Commi ttee agreed onty tofinsignificant
amendments._,lt was on?y after industry and university'groups__;;_
'precipitated a fight on the.f1oor of the House which led to the
deletion of the initial patent clauses did the.Executive.gain_the o
Eargeintng_poner wnich enabled negotiation of the.fina11y enacted
'enérgy'petent clauses. As yoo know,-these c]auses,.a]though indif
cating that the Gooernment'will normaily'retain.title to all
patentable inventions, do orovide in'tbe'AdminiStratonlthe right
to waive title to any:invention, efther at the time of eontracting
‘.or upon - 1dent1f1ce+1on prov1ded he make certa1n cons1derat1ons

as we11 as 1nc]ud1ng spec1f1ed march -in r1ghts and cond1t10ns

- deemed necessary in the publ1c interest.

At the t1me these clauses were negotiated the Executive was
re]at1ve1y p]eased in being able to redeem the patent po]1cy of a '.
major research and_deve]opment program from the brink of an 1nf1ex1b1e
title policy. After a11-F' the ERDA cTauses para11e1 and in some
respects are super1or to the equ1va1ent prov1s1ons of the 7 Statement
espec1a11y since they are in 1eg151at1ve form Notw1thstand1ng; these
provisions pose a substant1a1 new threat since they have now been- adopted

"by the Congress as its cho1ce of . Government Patent Po]1cy $tnce enact—




ment of the Non—Nuclear Energy Research and Deveiooment Act, COngress'
has rout1ne1y attached the ERDA patent prov1s1ons to each new research
'program before it. Th1s p1ecemea1 approach has created .an apprehens1on

in some that the Executtve may 1ose the 1n1t1at1ve n formu]atIng ‘patent

po]1cy, espeC1a11y in 11ght of its apparent 1nab111ty to respond to this

Congress1ona1 approach
Of course, cont1nued 1nact10n on the part of the Execut1ve cou1d

“eventually result in an ERDA type po11cy app11ed to all the agenc1es

It is agreed_th1s‘wou]d mere]y“place-1n ]eg1s]at1ye form the same kind
of po]icy that the Commfséion's Task Force found wanting,'since.it
-requires an Agency to utilize its. discretion in ghanting a waiver of
rightéﬁ' Current stat1st1cs c1ear1y 1nd1cate that most Agenc1es are
not uti]1z1ng th1s d1scret1on Th1s is not too surprising since all

the visib]e political opinion and adm1n1strat1ve_pressures are in the
direction‘of'avofding'watvers especia]iy at'the time of contracting even
' though such waivers may. be c]ear1y 3ust1f1ed as betng equ1tab1e and in

the pub11c lnterest Exam1nat10n of Agency attitudes a]so c]ear1y
_.ev1dences the belief that waJversrserve the-contractor s interest gﬂlx;'
and the burden of justifying such waivehs; shoquL therefore, be

carraed ent1re1y by the contractor Of course, 1f a waiver can be in
'fact cons1dered to be in the pub]}c 1nterest the Agenctes sh0u1d be
assuming a quasi-judicial att1tude in evaluating waiver reque;ts and
_jtgglf_weighing the prospect of Agency “advocacy“'of the invention
aga1nst the prospect of contractor "advocacy". Certain1y if a

waiver can be cons1dered to be in the pub11c interest fa11ure to

grant a waiver may we]] he aga1nst the pub]}c 1nterest Yet most of the




'maJor c1v111an research and deve1opment agenc1es have no 1dent1f1ed
wa1ver proceduresand no or negT1b]e waiver stat1st1cs.
| Ear]y this month the Execut1ve Subcomm1ttee of the Comm1ttee

on Government Patent P011cy met to d1scuss the d1]emma generated by
'.the events d1scussed above (The Execut1ve Subcomm1ttee is made up
'pr1mar11y of the Patent Counse1s of all the maJor research and
deve]opment agenc1es of the Execut1ve Branch). The Subcomm1ttee
indeed did.agree that the Congress's apparent abandonment of the
President's Statements and the cioud created_by'the'oourt cases
_'thai]enging'the oonstitutiona1ity of agency disp0s1tion of patent
- rights are serious matters and'have accordingTy, recommended to the
Comm1ttee on Government Patent Po11cy the need to seek repea1 of a11
ex1st1ng 1eg1s¥at1on covering Agency dispos1t1on of patent r1ghts in
.'fav0r of Government w1de 1eg1s1at10n cover1ng this subaect In_
-addition to recommend1ng ]eg151at1on, the Executive Subcomm1ttee

has presented in general terms the parameters of two approaches within
which a un1form Government Patent Po11cy m1ght be formu]ated
| " The first of these approaches involves reV1s1on of the patent ,
provisions_attached to the Federal Non-Nuclear Energy Research and
‘-ﬁeve1opment Act of 1974, discussed above, to aeoommodate'a11 the
Executive'Agencies{' It should be noted that these prdviSﬁons provide
for Agency Ticensing of those 1nvent1ons to wh1ch 1t has reta1ned
- title. If the prov1s1ons were amended to more c]ear]y prov1de for
HEW's Institutional Patent Agreement p011cy, -wh1ch prov1des a FIRST
0pt1onto future 1nventtons to Un1versthes w1th an 1dent1f1ed technolog,
transfer funct1om the prov1s1ons would parallel HEW's present patent

practices.




10
The second approach;adopts.the alternate patent policy 7
_proposed by the Commission on Government Procurement'aieo discussedh
above (I wou]d note that the a'lternate approach parallels the -
_ HEN Inst1tut1ona1 Patent Agreement po11cy but is broadened to
1nc1ude not only the non-profit sector but a]so commerC1a1 concerns. )
it is env151oned that Teg1s]at1on encompass1ng the a]ternate approach
would aTso contaln a prov1s1on author121ng Agency 11cens1ng of those
1nvent1ons that an 1nvent1ng contractor did not wish to exp1o1t
Of the two approaches debated by the SubcommIttee a sub- _
stant1a1 ma30r1ty favored the alternate approach Wh1Ch was deemed to
be more 11ke1y to max1m1ze utilization of 1nvent1ve resu]ts
| Now to 1nd1cate that we are we11 on the way to a untform
Government wide patent po]1cy wou]d have to be cons1dered the most
opt1m1st1c statement of the year.' To presume that these few comments
could convey all the 1mportant ramifications of;the events-of these -
]ast years 1s equa]ly opt1m1st1c However, I.woaid 1ike very much.to
convey to you my. strong fee11ng that the issue of Government Patent
Policy has much broader 1mpact than a8 narrow controversy of who
should own a spec1f1c 1nvent1on
o 1 understand that Government funded research is approaching
_60% of the total research conducted in this country and is still
growing as a percentage of the total. It seems clear to me that
continnation of a'patent policy which permits the Agencies to
‘utilize the1r d1scret1on to determ1ne whether or not the normat”
1ncent1ves of the patent system shoutd be app]1cab]e to Government

Research cannot help, but to eventnally yndermtne the 1ntegr1ty_of

RS
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'ouf Patent System if sqpstantia1]y all deéisions‘result in Governméﬁt
6ﬁnership without further effort toward'commerciaTiZafioﬁ.._If the
Government itself cannot find reason to support the‘app1i§ab{1ity of
“the patent system to nearly 60% of ihe countryfs research, can.it
rea]Ty be expected that the patent system will be honored in the
private.sector? | | | | |

| ; It is axiomatic that the existénce of the free enterprise
' system and the deﬁivery of goods to the marketplace has been
dependent on the pﬁvate owneréhip and advocacy of i'nvenﬁve ideaﬁ.
If our supp1y.of privately owned ideas.is reduced.dﬁe to a larger
-.percentage of the national research budget going into public résearch
and reéu]ting inventions being dedicated to the public without
.assurance'of'an advqcate, I wonder whether_our_system wi]l.be dhle i
.to.conﬁinue to comﬁete.in the intefnati&na?-market with. countries

- who are taking advantage of the world's patent systems?







