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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE Or MANAGEMENT AND 8UDGET

September 29, 1981.

TO: Sal~mbrosio
J¢ Cl ark

red Dietrich
Norm Latker
Dennis Prager rY1

M: Bill Maxwell~~rtl/ I

Attached is a copy of SBA's
views on Uniform Patent
Policy legislation.

To date,you have received
copies of the comments of:

NSF (9/21/81 and 9/23/81)
EPA
OMB/lR
NASA
Treasury
DOl
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U.S. SMALL BUSINESS ADMINISTRATION
WASHINGTON, D.C. 20416

OFFiCE OF THt ADMINISTRATO~

,
M~. James M. F~ey

1
Assis~ant Di~ecto~ fo~

Leg~slative Refe~ence

OffiC~ of Management and Budget
WaShil~ton, D.C. 20503.

Dea~ ~~. F~ey:

This ~s in ~esponse to you~ Legislative Referral Memo~andum
~equefting the Small Business Administration's comments on a
d~aftl bill intended to establish a uniform patent policy.

The p~1ma~y intent of this bill is to extend fi~st right of ~e
fusall to invention rights made under Federal contracts, grants
and ceope~ative ag~eements to business concerns not covered by
PUblip Law 96-517 which was enacted last year. As you know,
P.L. ~6-517 p~ovided this right to small businesses and non-

. profi~ organizations. While we take a neutral position on
extentiing the fi~st right of refusal to other business conce~ns

untill the administ~ative p~ocedures and conditions that attach
toth~ ~ight to be p~omulgated unde~ P.L. 96-517 are definitive,
we ta~e issue With the manner in which the ~ight is established
unde~i the draft bill.

n •
Secti~n 401(v) of the· bill repeals all the provisions of
P.L. e6-517 that touch on the allocation of invention rights to
smalll business and nonprofit organizations, and s ub s t Lt.ut.e s a
new s~t of p~ocedu~es and conditions that apply equally to all
cont~acts, grants and cooperative ag~eements. In some cases,
the SPbstitute procedures and conditions correspond to proce
du~esl and conditions in P.L. 96-517 which were r-epeak ed , In
many fthe~ situations, howeve~, the~e a~e either g~eat dif- .
fe~e~ces o~ no s~nilar p~ocedures o~ conditions substituted
f'o r trose r-epe a'l ed ,

The~~ a~e p~ovisions in P.L. 96-517, which were based on small
busi~ess testimony du~ing cong~essional hea~ings, and which
p~ot~ct the backg~ound invention ~ights of small businesses.
Thes~ p~otective measu~es were necessary to safegua~d small
busi~esses f~om agencies who used their economic leverage to
nego~iate ~etention of such rights as a condition to ~eceiving
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Mr. J~mes M. Frey.

I
a res~arch award. Prior to P.L. 96-517, if a small business
ownedla background patent (previously existing and with a
workitg product) the government could and did require part
owneqship of the background patent before giving the grant.
Ofte~imes the requirem~nt was part of the underlying contract's
boilerPlate. P.L. 96-517 basically provided for a very clear
notic~ by agencies in the contracts that they were going to
reqUite part ownership which would have to be cleared by the
agency head. .

ThiS~ill, by its silence, could eliminate the provision in
P.L. ~6-517 which precludes universities and other nonprofits
from ~ssigning future patent rights to profitmaking organizations.
That !provision insured that big companies could not utilize their
abil~ty to give grants to universities and nonprofits as a condi
tion ito gaining assignment of invention rights generated in part
wi th tgovernrnent funds. Absent restrictions on future assignment,
the 9igger, richer companies could buyout the discoveries of
this ~country's laboratories. One of the aims of P.L. 96-517 was .
to iqsure that universities owned their patents and would retain
a ro~alty from the licensing of the invention. If not licensable,
a sm~ll business could be cut out of bringing these inventions
to t~e public leading to a concentration of inventions with big
busirless. Further, since the new tax law, P.L. 97-34, providesI .
for a 25 percent corporate write-off for university research

i
and ~evelopment, a nearly guaranteed situation exists in which
ther1 will be attempts to buyout.

The ~dministration should also note that the administrative
procedures and conditions to be repealed by the draft bill were
deve~oped over a long period of time in cooperation with the
smal] business and nonprofit communities. We have no evidence

tlat t1is time that the SUbstitute provisions are acceptable to
thesi communlties, and even if they were, that they would
ulti~ately pass the Congress in their present form.

We sJrOnglY question whether the draft bill's technique of wiping
the ~late clear and starting fresh will enlist the support of the
smal~ business and nonprofit communities in light of the enthusi
astiq support these communities have given to P.L. 96-517. Rather
thanlPursuing this course, we consider its more appropriate to
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draft bill to recipients not covered by P.L. 96-517,
P.L. 96-517 to stand as is, sUbject to changes neces

achieve consistency where desirable or correct problems
been identified since its enactment.

Cardenas
trator
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