" ° ISSUE PAPER ON. FEDERAL GOVERNMMENT PATENT POLICY

Federal Government.patent nochy is coneerned.wlth the; :
.Vlallocatlon of rlghts to 1nventlons Whlch result from Federallyn
]_sponsored research and development (R&D) protectlon of these

lnventlon rlghts through patentlng, and the llcen51ng of the
T'ilpatents and related technalngy., | | |
Slnce the second World War the Federal Government has.l'n
'77-1ncre351ngly suppurted the overall R&D effort of Lhe United
:'States, and at least 1n1t1ally, the patent p011c1es of the
.”Federalnagencxes;were~generally'fashloned‘w1thout any~centnela'
"”guldance or: overall coordlnatlon. | | | |
In 1950 Pre51dent Truean in an attempt to. brlng about.
: conelstency 1n the allocatlon of rlghts to 1nventions made by i
."_Federal employees, 1ssued Executive Qrder 10096 In 1963

"iPre31dent Kennedy 1ssued a: ﬁemerandum to. the Heads of the

'.Federal agenc1es settlng fOILh a Statement on Government Patentn"

3dP011cy.; Thls was the Federal Government's First attempt to-

.ﬁ'brlng about some- unlformlty in. the Federal agency practlces df

‘ jof the allocatlon of anEHLlﬁn rlghts betWeen the Federal

- _agencles and thelr COntractors .An.unsuccessful attempt to a

‘l -pronde greater unlformlty through 1eglslat1ve actlon occurred |
in 1965, In,l97l afterfexperlenre had been galned under the

P
e




"A_Counc1l fer Sc1ence and Technology was. establlshed to monltor -

. Commerce. . .

gt et

"“d,11963 Statement Pre51dent leon issued a rev1sed Statement

‘on Government Patent Pollcy._ﬁ
Follow1ng the 1ssuance of the. 1971 Statement, 1mp1ement~'

1ng regulatlons regardlng (Ly patent. rlghts clauses for in-.

o c1u51on in. Federaliy sponsored R&D contracts and (2) 11cen51ng

,regulatlons under Whlch Federally owned lnventlons are to be' N
l1censed, wereﬁ1ssued The constltutlonallty of these. Executlvee"
:_ﬁBranehvregnlatione:mas challenged in the courts with- plalntlffs
;-halleg;ngﬂthathongress~aloneshas-the_pbWer to;dlspoee“of'G0vern-'
dment—owned;property;Ia'pOWer*Whichfit.has not yet exerCised_inT_h’
'jresPeet to patent propertles thisiohallenge~toathearegulations_‘{

. was: defeated when the: Appellate Court of the Dlstrlct of Columblat

ffound for the Executlve Branch holdlng that the plalntlffs (seVeral_ﬁ‘

ﬂd”of whom.were Congressmen) lacked standlng to sue, A.ﬂEClSion on”
"~the merits; however ‘was not reached

The Commlttee on’ Government Patent Pollcy of the Federal

h-the act1v1t1es of the Federal aFenc1es under the 1971 Statement
*.and to offer alternatlves to EXlStlng pollcy as approprlate
‘;fThlS Commlttee has hlstorlcally been chalred by the - A551stant

ﬁSecrEtaryifor'Solence,and?Technology;of:theaDepartment of«--
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ﬁariy this-yeer the: Coznlttee embarked on the preparatlon
'of an . Omnlbus Admlnlstratlon Patent Pollcy Bill. Passage of |
 :th1S 3111 ‘would overcome the remalnlng legal questlons ralsed
T-by-thesaforementloned lawsaxts;nand'ls-respon51ve;tovthezComr
toissionoo.Govetnmeot Ptocurement'sreeommendations, set'forthr‘
7fftiﬁ a'bifettisen?report;tothe'Coogress,.thatHlegiSIetion be
' .enactedtwhieh Wouldomeke-uniform-the-Fedetalucovernment. |
'1pract1ees.1n the.area of aTlocatlmg the rights tolcontractor
"1nvent1onstand_makeuclearftge-Federal'aoenexes authorlty to
flicense.Feﬁetally;oWned ieveotiOns.' The B111 would also codlfy
‘;the pr1nc1p1es of Executlve G*der 10096 covering Federal ﬂ'-_' ﬂ_e' ﬂj

employee 1nventlons Whlch was: recently successfully challenged

G 1n a Dlstrlot Court GE Illlnels.

The most recent draft of the 1eg1slat1ve proposal under
eonslderatlon“by the:Committeefon G0vernment-Patent Polldye

i-'-1.5 attached., ”

In order for the Blll to. be zntroduced durlng this se55101

-u  of Congress the Leglslatlve Reference Sectlon of OMB has't 

::1nd1cated that 1t would be neceSSdry fot the proposal to be'
::;:cleared by OMB prlor to. mﬂd-September 1976
The- purposes of the Bill are:

(a) To establlsh a Lolform Federal pollcy in matters:




: of intellectual property, o
(b) To. unlformly implement the ‘provisions of the -
‘fAct 'andfto.make:a.eontlnulng'effort to monitor such
' ~1mp1ementat1on, | . |
| (c) To allocate rlghts to Federal employee 1n-l
= ventlons in an equltable manner; |
(d) To allocate rlghts to contracter 1nventions which
grESult from Federally sponsored research S0 as- to :
: t(l) encourage the part1c1pat10n of the most
:iquallfled.and competent-contractqrs,{
'_(2) foster competltlon,. .. o
(3) promote ‘the w1de.pread utlllzatlon of the,-t
'blnventlons, and |
;(4)?redﬁCe-the.edminiStrative:butdeﬁs,:teth'
‘fbr'therFederai,Government.sndfthe-eontrectorS'
(e) To- prov1de for a domestlc and forelgn llcen31ng
program to. obtaln w1despread utlllzatlon of Federally—
: owned.leventlons, with the-obJEctlve of-strengthenlng |
| ‘the i\iati'on"s economy andfexpa-ﬁd-ing'.'its-:' domestic .-snd'*.*
t_eforeign“markets;-end. o o
'(f):To repeal‘alltqthersActS'and.Exeeetive.ot&ers's

tegarding-thefallocationgof rights to inventions.which




fesult fromﬁFederally—sponsored"research andfthe.lieensinga
”'e_of Federally“owned patents.
| No one dlsputes the need for leglslatlon hav1ng the

'purposes set forth above. Vlrtually everyone agrees that

'_;the need for a unlform, Government—WLde patent policy is: be-‘ f “'

eucomlng more urgent w1th each passing session of Concress. The"
'1ssue—uand a hlghly charged 1ssue it 1s—-turns upon the content

of thlS new Government-wade;pollcy. The_fundamental questlon-oL

content is thls' Who*shallmdwn*the-inventions which arise from

'{“Government supported R&D? Shailzthe-Government'own theSe in~

-ﬁrventlons, oL - should ownershlp vest in the 1nvent1ng organlza—e

"tlon or 1nstitutlon9 ‘Once this iundamental questlon is answered L

the: remalnlng &lements of a Covexnment—w1de pollcy can be
ratlonelly deduced
One of the dlfflcultles whlch must be recognzzed in address~

- ing the fundamental questlon is 1hat it admlts of more tha1 two

'_p0351b1e anawers One answer ~of course, 1s that the- Government

- should own-the:ent;re“right, title and intetest in and'to_alll

ninventionsfwhichrarise ftovabvernment*fundedfR&D' A second

- answer is. that the 1nyent1nc orvenlzatlen or: 1nst1tutlon should

. have thls ent1re bundle of’ rlghts. A third-poselbllity,envisiona

:the.lelalonuof-these“raghus*betweeﬁxthe*@Overnment.and;the
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.'dloventlng ehttty ..For exeﬁtie"lt mlght be declded to vest

'h.ownershlp of the 1nventlon 1n the inventing. organlzatlon,

Vj:whlle 51mu1taneously glVlng the Government a pald—up, royalty—
= tfree 11cense for all governmental purposes., Inasmuch as the

"'?number of ways 1n Whlch the bundle of Ownershlp rlght can be .

"d1v1ded 1s VLrtually 1nf1n1te, the fundamental questlon can

- itself'be answered in an 1nfinite.number of ways;, Itzhas*now

hbeen answered by statute, 1n 22 dlfferent ways for 22 dlfferent-
"Federal R&D programs. One agency admlnlsters flve of these pro-

_ grams a situation Whlch is barely manageable from a contractlng

'.'offlcer s, 901nt of v1ew, (prov1ded of course, that the same.

'R&D prOJect 1s not 301nt1y funded by 2 of these 5 programs, a'.

- dproblem Wthh has actually arisen, though never. resolved to the- |

'satlsfactlon of;more~than_one attorney).- The situation is no
longer manageable for contractors and universities who must be

cognizant of the inconsistencies between perhaps a dozen’ or

5 1mote of:these_22 programs...

Whlle the tug—of—war between Government orlented and

'-_prlvate 1nterest~or1ented champlons has ended at 22 p01nts
. om 22 separate 1eglslat1ve occ331ons, these p01nts have not

Qj"been dlstrlbuted randomly across the spectrum.’ They are all

tgrouped on the;Governmenteownershlp-SLdej _Thus,‘lfzone were:




| 1to approach the probleo.solely from a pragoatlc; polltrcal
-"op01nt of view, ~one could 1maglne settllng upon a SLngle p01nt
';1n the mlddle of this group of polnts, and thereby establlsh—
"{f'ln0 a compromlse answer to the fundamental questlon._ There.
. nfare four asgertlons which we can-make-about,a-Government—wide
.Apollcy arrlved at in thlS fashlon'f o
':1Li It would reduce the: admlnlstratlve burdens, both
3 for the Federal Government and the contractors.Lp
'p:'2r It Would foster competltlon (which is to say that
' we.Wou1d av01d the creation of a prlvate patent monopoly,
by v1rtue of which one competltor mlght ultlmately galn
;tfan edge on another) | o |
:3 It would not encourage the partlcrpatlon‘of the
'.most quallfled and competent contractors.
" ::14;' It Would not promote the w1despread utlllzatlon
of.the 1nvent10ns in questlon.t
: pé;x Gonernment~w1de pollcy whloh replaces 22 confllctlng
-lfpoliclesnmust5 a.prlorr reduce the adminlstratlve burdens on
:lhoth'theLGovernnent'andeits contractors Our ablllty to make

..pthe remalnlng three assertlons 1rsted ‘above derlves from our

'.accumulated experlence under the 22 p011c1es currently in effect;

"'We know for example,,that monopoly problems are: unllkely to

arlse under any one of these poer1es because none" has’ ever:




o arlsen under any: one of these p011c1es Similarly, we believe
f,thet w1despread utlllzatlon of 1nvent1ons w1ll not occur under
any one of these pollcles because it has not yet occurred: under’

'“_any one of these p011c1eso

- leen the fact that'the:FederalnGovernmentgspends more

'V'money on R&D than the whole of the prlvete sector one‘mightr
'expect thls 1nvestment to produce a s1zeab1e number of in-
'.ventlons._ In fact the prlvate sector out- produces the . govern-

ement by a: factor of 19 to 1.

leen.the fact that‘Governmentwowned'inventions'are mede

t'_freely avallable to- everyone (whereas ‘the prlvate sector demands o

';Some form of remuneratlon), one would expect Government owned

"-ri:_patents to be 11censed more- frequently than prlvately owned

ﬂpatents.v In fact fewer than flve percent of Government owned

".patents are. ever 11censed This. compares unfavorably wrth the

v percent 11censrng rate achleved by many of our Natlon s

1argest patent holdlng unlver51t1es, 1nst1tutlons Wthh llke
the Government, cannotﬁengage_ln manufecturlng activities but-'
' must rely exclusively on licensing programs to achieve utiliza-

tion. -

HaVLng concluded that none of the ex1st1ng 22 statutory

pollnles 1s capable of ach1ev1ng all four of. the enumerated
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tobjectlves of an optlmum Government~w1de pollcy, the Commlttee-'

) f'on Government Patent . Porlcy has resolved to move dec151vely 1n"

5

: thehdlrectlon of.prlvate-ownershlp-“While‘more'w1despread‘

ﬁ:utlllzatlon of Government sponsored R&D is thereby assured
ﬁ's'.thls shlft in- pollcy Egglg generate aniti- competltlve effects.t.
ZInforder t0'forestall'such.oCcurrences the strongest practlcable
'%:oarch—ln’rlghts heve been reserved to the ‘Government. The Depart-.
f oent of Justlce Whlch 1s represented on the Commlttee is fully
;;rfeatlsfled w1th thls arrangement | Whlle“the ex1stence~o£:these-

'-,marchhln rlghts creates a- negatlve lnfltence on utlllzatlon,

f the Ccmmlttee has concluded that thls effect w111 be sllght in
ecomparlson wrth the hlghly p051t1ve 1nfluence exerted by private' .

f;ownershlp.




