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Cnngrcnsaan Rey ”horton has introduced H.R. 6249 Hhich“wouldfjfx

LA

tahlish a uniforn Government policy as regards rrgnts in lnvenelons

'mada by Govexnment emoloyees. ontractors, and grantees ' It would also

:provide legal author;ty~where 1t 15 now lacxxng for the 11censxng of

j'Government—owned (patented) 1nvent10ns.' A de0151on is requlred as to what

‘pos;tlon the Admlnlstratlon should take on this blll.

Summary of H.R. 6249-

Probably the most controver51al and polltlcally sen31t1ve portlon

_.of the bill is Chapter l of Title III whlch deals w1th the allocatlon of
patent rlghts 1n Government grante and contracts, ‘and, accordlnqu, most
. As for. the

statement of flndlngs and purposes whlch should not be controveISLal

Title IX prov1des an 1nst1tut10na1 framework through OSTP and the rCCSET
_‘to assure unlform.1mplementat10n of the Act's prov131ons;- Thls, also,.‘

should not be controvers1al. Chapter 2 of Tltle III is ah effort to COdlfY

the crlterla.of Executlve Order 10096 1n1t1a11y 1ssued by Pre51dent Truman :
'concernlng rights of federal employees 1n-1nventlons made-by them that‘are B
_ joh relatedu' It also includes authority for 1ucent1ue programs.' Aéa;ﬁ,-
this should not present 'J,_ :. controverefo' Tltle IV prov1des all
Federal agencies authority £o'1icénéé Federally—owned'1nventlons.- Slnoe a::
number -of agencies already have such authorlty; thls should not be contro-ﬂ
.ver51al. fEﬁiiZﬁﬁéy be ‘some debate concernlng the procedures.establlshed

" for grantlng licenses, especlally exclusive 11censes, although ‘as writtan’

the bill would seem to contain sufficient procedural 1imitations to'satisfy




:most crltlcs of exc1u51ve llcenSLng.- Indeed these safeguards may prove _7

overly restrictive in the sense that they may make it dlfflcult to carry '

out effective licensing programs Tltle Iv also provxdes the Department R

'of Commerce with certaxn addltlonal authorrtles 50 that a centrallzed

Government 11cen51ng program could be undertaken by it. Thls does not '

.lappear controver51a1. Tltle v contalns deflnltlons and amendments and

'f.repealers of exlst1ng statutes.

:llt Chapter l of Tltle TIT would supplant the current multrollc1ty ot :Lif}
:‘statutory and admlnlstratlve pollcles and procedures in the area of Snrh
oontractor_and.grantee 1nrentlons with a'unrform'approach. It would
allow'contractors andﬁoranteesitoahave tne oﬁtion of-retainlng‘tltle toﬁl
lnventlons made by them under thelr grants ox contracts subject to varrousl
rlghts that would be retalned by thé Government But it does allow case— -
by—case deviations bé'individual_agencies Which.might berinvited,‘for.
example, in’lsolated cases when the Government'is fully fnnding the;p

: development of a product or process to the p01nt of commerc1al appllcatlon.

Gene31s of H. R. 6249 ' | P I

—

H.R. 6249 is the culmination of years of discussion and'aéenoy-oéerating_‘

~ experiences. It has its genesis in and is'basioally an adaptation of a draft -

- :
- bill that was prepared in 1976 by the znteragency Commrttee on Government '

;Patent Pollcy of the FCST (now the FCCSET) Thls draft blll was, 1n turn,.

‘rpartlally 1nsplred by the Rep *t of the Comm1551on on Government Pr0curement -

which was 1ssued at the end of 1972. .Thls'tioartisan conmission made upr
of'Congressional;'execntiVe branch; and private members recommended.that
Government patent polle contlnue to he gulded by the Pre51dent's Memoranaum
.and Statement of Government Patent POllCY first 1ssued in 1963 by Pre51dent

‘ Kennedy and revised in 1971 by Pre51dent N;xon. However)rthe Comm1351on also




put forth an aiternatlve recommendatlon for 1egrslat10n qulte srmllar to

the H R. 6249 approach in ‘the event experlence under the then recent 1971 :
rev151ons was not satlsfactory. Subsaquent to that report an 1nterna1 -
Justlce Department memorandum (subsequently wrthdrawn) and 1awau1ts flled ,_i i'wfg

';j:by Publlc Cltlzens, Inc. (dlsmlssed for 1ack of standlng) have thrown _

3;_a cloud over Government patent pollcy. In addltlon, the Congress has

“flenactedra number of plecemeal patent statutes applylng to 1nd1v1dual programsi

51nce the 1972 Commlselon report As a result of these developments and |
actual operatlng experlence there appears to be falrly w1despread support L
for 1eglslatlon along the llnes of H R. 6249 among the operatlng agenc1es, L

'and, 1n fact, lt was these developments that led the Commlttee on’ Governmenti

| Patent Pollcy to develop a draft blll.

Current Contract Clauses and Procedures and the Goal of Unlformrty

The prlmary 1ssue that H.R. 6249 focuses on is what type of provrslons.
should be included 1n Government research and development grants and '

contracts concernzng rlghts 1n 1nventlons. Essentlally there are’ three'

po entiel Lontractors '
optlons (although not all / © would be w1111ng to accept certaln of
the options). One could 1nc1ude a clause g1v1ng the Government tltle to -

"

.ail'contraotor 1nventlons. One could prov1de that the oontractor w111

fretaln tltle:.SUbJECtrto whatever‘llcenses and other rlghts it 1s.agreea giﬁrf*"
that the Government Would Obtaln-. Or-one could prov1de that the Governmentft'
;Witlrhave'theAright to determine the d15p051tron of rlghts_lﬁ aﬁy inventlon B

after they'are-identified {the "deferred determination“'approach;) For the
s most part, Government agen01es now use clauses folloW1ng the last two

alternatives since even most so-called "Title in the Government" clauses

- provided that the. contractor may request greater rights than a'nonexclueive.

license. DOD, for example, uses a fitle in the'éontracu(clause




withﬂrespect_to certaln agencies or program

h'._'éfiégencies.“ Agency procedures and pollCles concernlng the grantlng of i

t.rlghts:undei deferred determlnatlon clauses also vary con31derab1y.

urrently there arem19lpleceneai statuteSgovernlng patent polmcmes
Thes range from statutes that prov1de extremely general guldance (the”
‘NSF.Act); to statutes requlrlng tltle in the Government but allow1ng.waivers
hf(NASA and ERDA}, to etatutes 1ncorporat1ng the Pre51dent's Statementlof

' Patent Pollcy. There‘ls ho conSLStency among these statutes although most :T
are tltleuin—the-Government orlented.. Of course,.most agencles have.no |
statutory provasions.governing thelr p011c1es. For the most part, these':-:
.agenCLes have been gu1ded by the‘}res1dent1al Statement of Government

_ Patent Policy, and in fact many of the agencles w1th statutes have generally

followed the pollcy to the extent it 1s not 1ncompat1ble w1th their statutes.r_

.jHowever, the Pre51dent1a1 Policy Statement only establlshes general guide— ;._ﬁ
.llnes as to whenV' title in the Government, title 1n the Contractor, or
deferred determinatlon clauses should be used. It has notlprevented the_Gf;"“

»

'gdevelopment of a maize cf 1nd1v1dual agency regulatlons, clauses, and. &

"procedures} and has provided no guarantee that_agencies would conSLder-"'
similar'contracts'as requiring similar clauses. Universities and private
' flrms deallng with the Government are thus confronted w1th a varlety of
: waiver prov131ons, . . o :
clauses,/forms, and procedures. H.R. 6249 has as one of its obJectives‘
the'elimination"of this current maize of statutes and regulations. If

enacted, it does appear-iikely that this objective would be achieved.




Aggroach

f that allowlng contractors to retaln tltle is a glve away antlcompetltlve,? O

,and prov1des contractors w1th al"w1ndfall." It can be expected that some ff_ﬂf

a i

1'wi11 argue that the unlform approach that should be taken is a deferred

: determlnatlon approach w1th empha51s on the Government retalnlng tltle- E

TThe ensu1ng dlscu551on concerns these two approaches.-:lf _

There 15 general agreement that the prlmary ob]ectsof Government e
;private ;

patent pollcy should be to (1) promote further/development and utlllzatlon e

' of'Government—supported 1nventlons, (2} ensure that the Government‘

f.intereSt in éracticiﬁg  or hav1ng practiced for it 1nventeons supéorted o
.by it is protected (3) ensure that patent rlghts rn eovernment~owned |
_1nventlons are not used in an unfalr or antlcompetltlvermanﬁer and.that‘-t
‘the development of Governtent;sopported 1nvent10ns is not strpressed (4)

. mlnlmlze the cost of admlnlsterlng patent pollcles,:and (5) attract the ,-T 8

best-quallfled contractors.

0b3ect1va (2) 1s satlsfled eqtally well by elther approach since i
_tte Government w111 retaln a royalty-free 11cense even 1f the Contrector T?(J
has t1t1e. Objectlve (4) wrll clearly be more adequately met by the ,iti;:.ﬁ
H.R. 6249 approach There 1s llttle questlon that enormous amounts,ot |
tcontractor_and Governﬁent time woula be required to process requests for’af-
rights msde-uoder aeferred deterhinetion clauses; ’There'cao.@lsolbe‘little_n”

. debate that,objective'ts) will best be met by the H.R. 6249 approach.




That is, there is little .que‘stion that many £irms, With'established

commercral 9051tlons and not solely engaged in Government contractlng,,_

would refuse to undertake or compete for Government research and develoP— fhhfﬁ.i”i

ment contracts in the area “of their establlshed 9051t10ns 1f a deferre& |

_determlnatlon clause were 1ns1sted upon by the Government

o

The real debaten, therefore, ‘centers on- objectlves ( ) and (3) or e

promotlng further development and guardlng agalnst mlsuse., Opponents of '

r .

- H. R. 6249 will argue that 1t will not really ensure greater development !;}

and.will 1ead.t0‘abuses; i.e., either suPPression:of inventions infsoaevrf'.f
cases or higher pr1ces ("a w1ndfall") 1n others because of the patent h;;i”j
' monopoly. Proponents argue that the H. K.- 6249 approach w1ll maxrmlzed
.commerciallzatlon of 1nvent10ns, that the potentialabuses ‘are nore theoretloal
than real and that, in. any case, the blll' march~rn provislons are availfh
“able to rectlfy any real ‘abuses that might- develop. They would also argue.jrﬂ
that the issue of higher prices, to the extent it 1s.true,*assumes that the :

invention is commercialized. ‘They would argue that under the deferred approach._._?

jmany fewer inventions will be commerc1allzed and for those that are not the'G
1ssue of prlce is moot and the puhllc is plainly not as well off w1th fewer f

improved products.

h We are convrnce& that the propomaﬁx;of the H.R. 6249 aoproach are on 'f:h

' much sounder ground and recommena 1t for reasons that w1ll he outllned
helow. It should be empha51zed that one can easrly develop hypothetlcal
'situatlons whlch would.demonstrate that keeplng tltle.ln the Government

:under a deferred aporoach would be the de31rable alternatlve in a éaven.-

) case._VConversely, one can bu1ld hypothetlcals the other way._-Houever;_ur

we are conv1noed that in actual practlce the hypothetlcals that can be '




..put foreara b;.opponents of H. R. 6249 are fen.and far betweenr: On.the-;
.other hand, practlcal experlence readlly demonstrates the need in many
‘ cases for 1eav1ng rlghts rn 1nventrons to anventlng contraotors orﬁ.
rigrantees 1£ expedltlous further development 1s to takerplace;“ There is'?.
';jalso con51derable doubt,_ln any case, whether the federal agencres.havef
;ithe resourcesﬁand expertlse-to conduct the tyoenof.tecnnlcal- economro; -
‘L!and marketlng stuoles that would be needed to determlne w1th any decree!'
'_‘off ertalnty the best way to‘have a clven 1nuent1on commerc1allzed- ; e.;i
:Lby 1eav1ng 1t‘w1th the 1nvent1ng contractor, by dedlcatlng it to the‘nubllc,

' f'or by Government patentlng of the 1nventlon and 1lcen51ng._

’ex1stence of patent rlghts is a pOSltlve 1ncent1ve for 1nvestment 1n 'i
commer01allzation. And it should be kepe in mlnd that normally the cost

;of brlnglng an 1nventlon from 1ts 1n1t1a1 conceptlonéor reductlon to ’-"‘

'invention.l It is probably also better quallfled or at 1east as quallfled

It may have know-hOW not necessarlly avallable to other companles. It

ed e ot

- ] ‘\Q | .

7

i

'A dec151on by any flrm to’ 1nvest in the development and marketinc:of:

i”an embodlment of a patentable 1nventlon is dependent on numerous factors. _rt”of:,f

0bv10usly patent rlghts will not be a factor in such de0151ons unless a . :ﬁg‘}: E

- potentlal market is env151oned But all other thlngs belng equal the |

(whlch is as far as most government Y d inventions are funded by the

practlce/to the commercial mar?et is many times the cost expended in flrst gcv‘t,

1nvent1ng 1t under a government grant or contract.

As a general prop051tlon, the 1nvent1ng organlzatlon is more llkely '

to be 1nterested than w111 other organlzatlons in commerc1a11z1ng an ”a_-.'h
as any other flrm to promote oxr undertake further technlcal development

will also normally have an inventor and technlcal team 1nterested 1n seelng




8
their 1dea brought to frultlon, ji.e., the reverse of the "not lnvented
/here syndrome." And in the case of many commer01a1 contractors, a govern—’ﬂ

:~ment Supported 1nventlon may only be one plece of a larger contractor-OWnedl.

S

I : SR ' :
j ments. Few and far between ere 1nventlons that standlng a]one can form the

..1_

' ‘ba51s for a major neW*commerclal 11ne.

Because of the above c;rcumstances, there seems to be 11ttle reason

.not to allow the 1nvent1ng contractor the opportunlty to retaln tltle

to the 1nventlon and commerc1allze it. Indeed, 1n the case of nonproflt ;;n

3_organ12at1ons or smaller’nonnanufacturlnq flrms; lt would be unreasonable to““
.expect any development’or promotlonal efforts-to be undertaken elthoutreuch.h?
rlghts except 1n extremely unusual 01rcumstances,. There seems llttle pornt

in the Government taklng tltle and 11ren51ng the 1nventlons or g01ng through
" a deferred determlnatlon process 1f the Government's objectlve is to maximize
utlllzatlon. These latter approaches assume that Government.personnel w1ll

Veither.be in'a posrtlon {1) toldetermlne 1t'the ex1stence of exe1u51Ve:patent.?¢

rlghts is needed as.an 1ncent1ve to further development or (11) to flnd a

\portfollo. It should he kept in mlnd that most patents cover. only 1mprove— ,Tl]”;

hetter quallfled firm to commercmallze the 1nventlon Wlth exclusxve rlghts.'“ﬁlﬁ'

As regar&s the.questlon of whether exc1u51v1ty 15 needed 1t should be iiﬁhﬂ
recognlzed that if the Government determlnes that exclu51v1ty.1s not needed ;l:‘
but'ls wrong,'no producte'well be_developea. On the other hand ‘1f the': |
pGovernment eaS'right consumers mlght save.the hypothetical difference iu.-
price that Would be charged by someone holdlng exclusive rlghts as opposed

to someone who developed the product Without exclusive rlghts.




In any case, the publlc w1ll presumably get an 1mproved product or process
whlch they flnd more benef1c1a1 than 1ts prevrous alternatlve. Moreover,

for the Government to be rlght more’ often than not would requlre rather

extensrve technlcal, marketlng, and economlc studles of the flrms ttechﬁology,

s and markets :
. 1ndustr1es/1nvolved . The cost of such processes would probably cost the

ltaxpayers more over the long run than anv savrnqs thev would,make as
conSumers. Thls is eSP331311Y true because in most cases exc1u31vity.w111

be needed, bef’the costly determlnatlon process Wlll have been engaged R

to 31mp1y confirm thls fact. Moreover, the 1nev1table length of the PrOCesé EEE
would probahly cause many potentlal developers.to 1ose rnterest before a ,i:,

_;dec131on was made. -

Slmllarly, as regards the p0551b111ty of the Government taklng tltle l‘_‘if b

and offerlng the 1nvent10n for exclusrve llcensrng, thlS assumes that

commerc1a1 developers, other than the 1nvent1ng contractor, can be found- .h-"',:
That may be in some cases, but there is no effectlve means of ensurlng that

- othexr flrms would do any better job of developlng the 1nventlon than

would the.contractor or a 11censee of the *ontractor. As noted prev1ously,i ‘
other firms will lack some of the "know how“ and w111 not have the o

inventor or coinventors Worklng for them. And one can be qute sure that'h
in most cases the inventing organization will have'little interest"orf_ -

.incentive to transfer its know how to another firm, possibly a competitor,,:r

Moreover, the very process of attemptrng to flnd alternatlve developers 'it-
will s1mPlY serve to delay private 1nvestment or cool the 1nterest of the S E
1nvent1ng contractor- "It may also force'the Government 1nto the expense e B

"-of flllng patent appllcatlons to prevent bars runnlng durrng the course

" of the decrslon maklng process. Moreover, agaln, a deferred determlnatlon

that was truly geared to answer the questions that trouble opponents of

r'the'H,R. 6?49 apporachswould be so costly, elonoated, and time consuming_'



; as to dlscourage nany contractors from requestlng rlghts.ln the flrst
.;:‘Place, especrally small bu51ness and universmtles. They mlght e;en W
.'neglect to report the 1nventlon‘1n the flrst place under those c1rcunsp'
ZStances;' In all 11k311h°°d Wlthout a request for rlghts to trlgger e
3rthe process, most agencres w1ll have no real 1ncent1ve to do anythlng‘nlth ;’f
fs:tne drsclosure and the 1nventron nall fall.rnto.thé fubllc demalnwto begﬂ‘-
.e‘avallable to éll and in m55t.0359§e practlced by no onev Indeed the fh:i
: ééenC1és will ﬁDStlllkéir-beudEVOLlng so- manr‘resources.to those cases pft‘i
ifwhere rlghts‘are requested that there w1il be 1nsuftrc1ent personne]_.or f;f?f

1nterest to study 1nventlons where rlghts are not requested

the commerc1allzatlon of Government—supported 1nventlons than are any

S 10

N Thus, 1t does appear that the H R 6249 1s more 11ke1y to maxlmlze

i alternatlve approaches. Thls leaves open the questlon of whlch pOlle wrll _"

.best guard agalnst abuse.' It seems axaomatlc that a pollcy favorlng tltle h

in the Government w111 glve Government contractors less opportunlty to

misuse patent rlghts, but thls 1s at the extremely hlgh cost of a markedly

w

1ower rate of commerclallzatlon of 1nvent10ns. In any case,_there 1s

11tt1e ev1dence that the hypothet1ca1 abuses that are feared have actually
materlallzed Government contractors and grantees have been allowed to "-
retaln title- to numerous 1nvent10ns over the years. But opponents of the a'lh

: ‘ actual ' :
H.R, 6249 approach have never glven examples of/abuses. In any case, H.R.

6249 proV1des the Government wmth a varrety of remedles through 1ts marchhln_ji'_'

rlght prOV151ons 1n instances where an abuse or problem dld develop.-
We would also note that an argument could be’ made that a110w1ng

contractors to retaln patent rlghts (the H.R. 6249 approach) w111 promote o




'competltlon whereas a tltle 1n—the—Government approach w111 tend in the

099051te.d1rect10n. Of course, opponents of H R. 6249 w1ll argue that -

B the opp051te 1s the case. However, thelr arguments are very much dependent

on the assumpthn of a competltlve market place , In fact, llke 1t,or not

"many 1ndustr1es are ollgarchlal 1n structure and do not flt the model of

t'purewcompetltlon. When thls 1s the caSe, the retentlon of rlghts 1n the

. 'Government and a pollcy of free publlc use tends to serve the 1nterests of :

‘fthe domlnant flrms for whom patent rlghts are not normally a major Eactor-

“1n malntalnlng domlnance.i Rather control of resources, exten91ve marketlng
R ' and dlstrlbutlon systems, and superlor flnanclal resources are more 1mportant

factors in malntalnlng domlnance and preventlng entry oF new flrms. On the B

-.other hand smaller flrms 1n an 1ndustry must often relf on new 1nnovat1ons and__
‘_products in order to comoete and grow. Because of thls patent rlghts tend-'—
“to be a much.more s1gn1f1cant factor affectlng thelr 1nuestment dec1srons;lﬁ:ﬁ
Thef may need the exc1u$1v1ty of patent rlghts to offset the probablllty that.:
a successful 1nn0vat10n would otherw1se 1ead to copylng by a more domlnant i

B

"f;rm who could soon undercut thelr market because of marketlng, flnanc1al, '

and otherAadvantages. Thus, a title—inethewGovernment oriented approach Vurtﬂ

may, in fact, be ant1compet1t1Ve, since it encourages the status quo. )

1

tt On the whole then, 1t is belleved that H R. 6249 would best meet the‘ 'ftf:

--warious objectlves of Government patent pollcyf. :

Agency Comments

Agency views on H.R. 6249 wexe SOllclted by OMB The only agency T

opposed was the Department of Justice which over the years has advocated
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.T.\rlncluded
Z'It 1s our understandlng that the Unlver51ty communlty 1s strongly 1n favor
_ of the blll w1th some mlnor reflnements,and 1t seems axlomatlc that 1ndustry o

'f.w111 support 1t. The maln opponents seem 11ke1y to be some of the publlc fj?i?"y

12

‘a title-in the Government approach Among the pr1nc1pa1 R&D agenc1es the

follow1ng urged support of ‘the blll although some felt that reflnements Vhw-

of the march—ln prov151ons of the blll were needed so as not to dlscourage

potentlal 1nvestors and thus defeat one of the prlmary purposes of the 'ff:ﬁ
e o e L
_blll._ Other pr1nc1pal R&D agenc1es took neutral stands on the blll These'_

;\.

%

-

lnterest and consumer groups whom, mlstakenly we belleve, w111 v1ew the blll I'ffii

. as promotlng.monopoly. In short, the bill.will be opposed by groups hav1ng ?T‘j"

a dlstrust or dlsllke of the patent system- ' {

The blll has been referred 301nt1y to the House Sc1ence and Technology f

- Cormittee and the Jud1c1ary Commlttee. Hearlngs are expected by the Scrence o

and Technology Commlttee in January 1978. where the bill should recelve a
favorable reception. The real battle w111 probably take place when the

Judiciary Commlttee takes up the b111 although the House S&T hearlngs

should surface the opponents and pr0ponents of the b111.

Recommendations and Decision |

' Threelqptions appear avallable to the Administratiohﬁﬁ

'.1:7'.thioo.it Support the blll with the understandrng thatfhrnorhj
”amendments or reflnements w111 be needed
. Z:?- Optioh 2. Oppose the blll.
[:7.-Option_3. _Remaln neutral, but.allow the 1nd1u1dua1 agenc1es

_to support or oppose the blll as they feel approprlate. hﬁ




L o - Fol T
we recommend Optlon 1lpas a fallback of Option 3 We believe the blll ‘i__

wfares representia substantial 1mproVement in the law and merits

‘support.. On the otherhand neutrallty at'this point might have the advantage.l'

'of lettlng the Adminlstratlon get a better feel for the polltlcal forces

r~that will be both for and agalnst.l It is possible that OppOSltlon to‘the ;liff_f
._-bill w1ll prove less than expected since some of the past Congre531onal
7title'in’the“GOVernment advocates such as former Senator Hart are no lonéerliﬂl:l
' in Offlce._ It has been around 10 years s1nce comprehen51ve leglslation lﬁf:7°”“
-this area was 1ast surfeced A policy of neutrality would Tean that We S

_ would be allowing the blll to contlnue ‘as a Congressional 1n1tiat1ve whllein""*‘

allowing the 1nd1v1dual agencies to support or oppose the blll as they see'

fit until such time as a definltlve Admlnlstration p051tlon is formulated.i

'Under Optlon 3 it would seen appropriate to reassess the 31tuat10n after -

the House S&T Committee acts on the b111




