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MEMOR.<\NDUM TO:

FROH:

SUBJECT :

Members, Government Task Force on
Patent Policy

Paul A. Pumpian

Small Business Administration
Re commenda tions

Gmall bus Ln es s industrial innovation viil1 be s t Lrrcl a t ed
by providing smal l bus i r-e s s wi th a longer period 8£
~ n tcnt protec tion t han is currently available an~ by
... . H V " : "~"'" 0' ~ ., l' i ~.: t h . f t n ~1"':" ' _ \ '. ;..0 "" '0 ",ma .L Dus _ne~ s W.L 10 a source 0 pa e . ll.. -

bus Ln e s s a dv ice and assistance in the Federal Co ver nmen t .

The Small Business Administration r2corrrrnends:

1. Creation of a two-tier patent Dol i c , to
enable gr an t i ng to a small business patent p~otec':ion
for a longer period than the term granted to large
business.

2. Establishing the Office of Small Business
Patent Counsel to advise and assist small business on
selected patent matters.

Th e other proposals r ecorrmended in my memorandum o f
December 19 , 1978 can apparently b e satisfied b y : h e
creation o f a. "Na t i on a l Pat er. t Court" and the resultin g
expeditious handling of patent litigation.

The rationale for the above stated recommendatior. s are
attached here to.
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CREATION OF A TWO-TIER PATENT POLICY TO ENABLE
GRANTING TO A SMALL BUSINESS PATENT PROTECTI 01~

FOR A LONGER PERIOD TPh~N THE TERt! GRANTED
LARGE BUSINESS

:~ a study commissioned by the National Science
Foundation and completed in 1945, it was reported tha t in
the 1953-73 period, about half of the maj or innovations
produced in U.S. indus try wer e ~a de b y firms with l es s
than 1,000 employees and about one-quarter by firLs
with less than 100 .1/

Some studies h ave shown that small firms prod~ce

inncv2ticns a t a h iqh pr ra t e than large fir=s~2 !v _. ..--.

Small firms tend to put to commercial use a
higher percentage of their patented inventions t han
larger firms. '}j

There has been a decrease in the number of pa t en t s
granted to U.S. residents.~/

Some analysts support the idea that there has
been a shift in the emphasis of R&D from a search f or Yi.2-:-l

technology t o upgrading existing technology and compliance
with government regulations.~i

The statement lilt is well known that the p r e s erit
patent term (seventeen y ear s from patent grant) often fai ls
to coincide with commerciali zation, II was made to support:
the extension of the patent term.6/

Because the investment made by small business
to "dev e l op a product and obtain , maintain and pro:ect a
patent pos it i on r epr es erit s a much larger percentage o f
the profits and ass ets of small bus i nes s, many sna I l
businesses are re luctan t to invest in industrial i nnovation.

-- ----_.. .. - ------ - - - - - - - - - -

to "deve l op a product and ob t a i.n , llld ..L1H.. a .... u ~. __ ,

patent posi tion r epres ents a nmch larger percentage o f
the profits and ass ets of sma ll business , many sna I l
businesses are re luctant to inves t in industrial innovation.
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° Additionally, the cost of marketing a developed
product represents a large percentage of the asset s of a
small business often necessitating the acquisition of
debt capital, the repayment of which is extended e ve r a
period o f time . The repayment period is generally j; -
limited by the life of the patent and hence, extendin£
the patent term for small businesses would enable longer
repayment periods . Also , small business finds it di f 
ficult to obtain debt financing for marketing a patented 
product years after the issuance of 't h e patent wh en
marketing efforts may be at their peak.

To enable a small business to recoup its
investment in R&D and Datent protection, small business
should be given patent" protection for 8. longer term than
that granted large business if a significant increase in
industrial innovation is desired.

_ _ 0 0
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FOOTNOTES

1/ William K. Scheirer, Small Firms and Federa l ~&D

TWashington) p. 9 . See also Ri char d O. Zer be , J r . ,
"Research and Deve Lopmen t by Smaller F'i r ms.; ." J ournal
of Contemporary Business, Spring 19 7 6~ .

2/ Science In dicators , Na t i ona l Science Board , 19 76 ,
pages 35 t h r ough 41 (footnot e 6 , Draft Repor t on Pat en t
Policy - see section 1 , page 2a ). .

3/ B. S. Sanders, "Patterns of Commercial Exploi t a tionof Patented Inventions by Large and Small Cor pora tions
"PTC Journal Research an d Educ ation , Vol ume 8, Nc . 1 1
Spring 1964, page 5, at page 53 (foot not e 8 , Draft Repar:
on Patent Policy - see section 1, page 3 of Report ).

4/ Draft Report on Patent Policy, Section 1 , pag e 2,
rast paragraph. .

5/ Ibid, section 1 , page 2, first p&ragraph .

£/ Ibid , section 4 , first paragraph .
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-EXECUTIVE SU~\RY-

The Task Force:

affirms the basic concepts of the U.S.
pa~ent system as originally premised in the
Constitution and as they exist today. We
believe that the fUhdamental merits of the pat
ant; system are as sound today as they wer e in
th0 period of industrial gr owt h a nd respect fo r
pa t en t s in the nineteenth century and in the
first half of the twentieth century. The
Federal patent law still responds to the Consti
t u t Lona L objective I to promote the progress of
••• us~ful arts by securing for limited times to
••• i ~ven t o rs , the exclusive rights to their •••
d Lscove r Les , ' Continued indus trial success of
t.he u.s. requires the incentives of the patent
sys t cm, not only to encourage the necessary in
vestmenr of capital and effort in research and
for the ~ommercialization of inventions so that
society can enjoy their benefits, but also to
cncourage t-!oe di s cLosur-e o f inventive techno
logy,"

"The grant of a limited exclusionary right by
the e. na bLi.ng FederaI patent statute. in r e t uz n
for the prompt disclosure of newly created tech
nology provides the basis for thse incentives.
\-lithol.:t these incentives, innovative research
and development would not be supported with the
degree of enthusiasm and willingness to invest
risk capital that has been the American tradi
tion. Moreover. the inventions produced by R&D
might 6therwise be kept secret to an extent
which would inhibit technological progress. The
exclusionary right granted under a well-examined
patent does not take f r om the public anything
that previously existed; rather, the patent
right stimulates the creation, early disclosure,
and utilization of new technology thus adding to
the store of human knowledge. The exc l us i ona r y
right often stimulates others to 'invent
around', resulting in further technical pro
gress.

DRA T:VT\, irl ~ ....---- -.
t-\1..-i i

The above is a direct CIuote from the Position Statement on the U.S.
Patent System prepared by the Indus~rial Research I nstitute
(IRr) ,,:.

* See note 4, infra.
c

around', resulting in further technical pro
gress.

The above is a direct CIuote from the Position Statement on the U.S.
Patent System prepared by the Indus~rial Research Institute
(IRr) ,,:.

* See note 4, infra.
c
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Endorsed by 100% (127) of IRI's member companies responding to the
draft position statement, the basic premise expressed reflects a
broad concensus of industry's view of the patent system and is, as
well, fully endorsed by the Federal Agency members of the Task
Force. The view is shared by the members of the Advisory
Subcommittee on Patents and Information Policy who state in t he i r
report:

"Our subcommittee concludes that the Patent
System is an essential eleQent in our free
enterprise system and has made a significant
contribution to the economic development of our
country."

Yet, like IRI and the Advisory Subcommittee, the Task Force recog
nizes that certain Patent System changes and improvements can and
should be effected to enhance the beneficial impacts of the system
on the industrial innovation process. To that end, the Task For ce
makes several recommendations aimed tm.,rard achieving three goals.

GOALS

- To enhance the reliability and certainty of issued patents

- To reduce the cost of patent rights enforcement

- To stimulate innovation by small business and independent
inventors.

RECOMMENDATIONS 'iHTH r-lAJ OR IMPACT ON I NNOVATION

I ADOPT TtlI': ADVI SORY SUBCOHMITTEE RECmlNENDATION TO UPGRADE THE
U.S. PATENT AND T~\DEtUlliK 8FFI CE

II ADOPT THE ADVISORY SUBCOHMITTEE RECOHHENDATION TO PROVIDE FOR
THE REE~HNATION OF PATENTS IN THE PATENT AND TRADDLARK
OFFICE

III ADOPT THE ADVISORY SUBCOHHITTEE RECOMHENDATION TO PROVIDE A
SPECIALIZED APPELLATE COURT FOR PATENT CASES

IV ADOPT THE ADVISORY SUBCmli1ITTEE RECOHNENDATION TO REDUCE THE
COST OF PATENT LITIGATION [Arbitration Issue]

o

DRAFT
1-'1--1 i

IV ADOPT THE ADVISORY SUBCO ~li1ITTEE RECOHNENDATION TO REDUCE THE
COST OF PATENT LITIGATION [Arbitration Issue]

o
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OTHER RECO~frlENDATI ONS WH I CH WOULD I NCRE ASE I NNOVAT ION

V ADOPT THE ADV I SORY SU BCO}~ITTEE RECO~lli ENDATION FOR A
CLARIFICATION OF THE STATUTORY DEFINITION OF PATENTABLE
INVENTION (35 U.S.C . 103)

VI PROVIDE ASSISTAN CE I~ THE USE OF THE PATENT SYSTEM TO S~~LL

BUSINESS k~D INDEPENDENT INVENTORS

VII CLARIFY THE PATE NT RI GHTS TO BE ACCORDED NEW TECHNOLOGICAL
ADVA.l'~CES (E.G., COMPUTER SOFn.rARE A!."iD MICROORGAN ISHS)

OTHER MATTERS CONSIDERED

VIII CONDUCT FURTHER STUDY OF WAYS TO CO~~ENSATE FOR DELAYS IN
CO~~ERCIALIZATION CAUSED BY GOVERNMENTAL RE GU LATION

IX STUDY THE FEASIBILITY OF IMPLEMENTATION, UNDER NATIONAL
SPONSORSHIP, OF THE CONCEPT OF A PRODU CT DEVELOPHENT
CORPORATION

DRA· ~...1.' ..iLt
I · ' .... --a.... 1 .:,.. - I j

X CONDUCT FURTHER STUDY OF THE RIGHTS OF THE EHPLOYED I NVENTOR

XI CO~~ULSORY LI CENSING

As a review of the Task Fo rc e r ecommenda ti ons r eveals, t h ere is
substantial a gre e me n t be t we en t he Ta s k Force and t he Ad v i sory
Subcommittee o n Paten ts a nd I nfo rma tion Pol i c y -- a gree Qe n t ~h i ch

extend s to the adop t ion ,. in to tal , of mos t of the Su bc omn i t t e e t s
major recommendati ons. The Ta sk Force f eels that suc h
private/publ ic sec to r unanimi ty of view, not on l y c o nce rning the
proble ms but the solutions, as well, gives both weig ht a nd
i mmediac y to the r ecommendations presen t e d .

o

-- ._ -- - - - - ----- ---- - - - -- - - - - - - - - - - - - - - -
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RECOMMENDATIONS \HTH MAJOR I MP ACT ON I NNOVATION

I: ADOPT THE ADVISORY SUBCOHHITTEE RECOHHEN DATI ON TO UPGRADE
THE U. S. PATENT At"D TRADEM.ARK OFFI CE.

Any efforts to enhance the certainty and reliability of the s sued
patent should begin wi t h the U.s. Patent and Tr a de ma rk Of fice PTO) .
The members of t he Task Force and t he Adv i sory Su bc omraf.t t ee ere in
u na n i mous agreement that the PTO a s currently staffed and f unde d i s
u nabl e to carry out that kind of quality examination of appl ica tions
f or patent which fosters a real sense of confidence in the pa t e n t
system.

The PTO current ly receives over 100,000 patent applications ann~ally ,

wi t h about 70% of these eventually ma t u r i ng into patents. l-.'":' e n a
patent application is filed in the Of f i c e , it is assigned to a n exa m
ining official (patent examiner) who speciali z es in t he par t i cu La r
area o f technology disclosed in the a pplication. The pate n t examiner
conduct s a comprehensive search of t he technology involved t o asce r 
t ain if the di sclosed invention is useful, novel and unobvious, a nd
c ommun i c a t e s his findings t o t he patent applica nt. After one or wore

du r e s, the application either mature s into a
" a ba nd one d". This entire process, from t he t i me
cation to patent issuance or abandonment, takes
20 months.

patent, or be c ome s
of filing t h e a ppli
an average of a bo u t

The PTO handles the examination of the over 10 0,000 applications f or
patent filed each year tvith a staff of slightly l e s s t han 3 ,000
people (under 1,000 of whom are examiners - persons who ha ve t e chni
cal and , in many instances, lega l training), and a budget f o r F~ 19 79
o f approximately $9 4 mi l l i on . The high volume of activity i n t his
a r e a , coupled wi t h limit ed resources and personnel, has r esul t e d i n
a n average of only about 15 hours s pe n t on t he e xamination of t he
average ap p l.Lc a t Lonv J In sharp contrast, the new Europe an ?a t e n t
Office (EPO ) , established to administer the new mul t i na t i onal Eu r o
pean Patent system, will have a staff of a pproximately 2 ,000 a nd a
budget equal to more than $115 mi l l i on (do llars) to handle a p r o j ec t 
ed annual workload of 40, 000 applications . By those standards, t he
PTO with its workload of 100 ,000 a pp l i c a t i ons should have a staff of
5,000 and a budget of nearly $290 mi l l ion . Cle arly the PTO is under
staffed and underfi nanced by comp a rison. It s hou l d be not ed a s we l l ,
that the EPO wi l l have no functio n of t rademark registration or mi s 
sion of patent information dissemination .

1 Based on 'PTO statistics for FY 1978

e

- ----- - - - - - - _ ...--- - - - - _ ...._--. _-..- -_.. - _..

~ ~ <> " u U ,L U ue not ed as we l l,
toat the EPO will have no functio n of t r ade mark registratio n or mi s
sion of patent information dissemination .

1 Based on -PTO statistics fo r FY 1978

o
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More specificallYt ye a r s o f serious under-funding 2 of the PTO ha ve
resulted in:

The requirement that primary erapha s Ls be placed on work
quantity rather than wo r k quality.

The virtual eli mi nation of perso nnel development e f f orts
aimed at kee ping the PTO's corp of examiners current in the t e c hno
logies and i ndu s t r i e s with which they must dea l.

The gradual degradation of the Lnt.eg r Lty and completeness
of the 22 million document s i n the patent search file, t he
principal resource used by examiners in determining pa t entabil i ty
of an invention. 3 As noted by the Adv i s ory Subcornmitte,

"{f j a l Lure by the U.S. e xami ne r to find and
cite pertinent prior art results in the
issuance of patents which corit a Ln claims that
do not accurately define the scope of protec 
tion to which the Lnv e u c i.c n i", <:::llti~l-ed , and
thus are not given a high degree of accep
tance in practice and are more vulnerable to
attack in the courts."

Indeed, some courts are expressing skepticism about the quality of
the PTO's work. The following quotes are illustrative:

"[Ilt is unrealistic to attach any great weight
to the allowance of a patent by a n overworked
staff. "

"To be honest, this Court is r a ther amazed t o
find that a patent a s flims y a nd a s spurious
as this one has be en g ra nted by t he Pa t e n t
Office."

2 See Appendix for PTO budget a u t ho r i t y from FY 76 through FY
80. Note particu l arly that a n increase of over $5 milli on i n the
PTO budget f o r FY 80 is required just to maintain the status quo.

3 PTO s t udie s have shown that various portions of the search fil e
have fr om 2 to 28 % of the U.S. patent doc ume nts mi s s i ng - the hig h
er perc en t a ges occur in those po r t ions of the f i l e relati ng t o t be
more a c tive te c hn olog i es. Thus . fil e int egr it y amon g U.S. pa t e n t s
is often the l owest where it i s the mos t critical.

o

- , -- --'t~~ ~~~ JU"''- ,-u llld l-n ea 1n tne status quo.

3 PTO s t ud i es have shown that various portions of the search fil e
have fr om 2 to 28 % of t he U. S. patent do c umen ts mi s s ing - the il igh
er perc ent a ges occur in those po r t i ons of the f i l e relati ng t o t be
more a c t Lve t e c hn olog i es. Thu s. fil e in teg r i ty among U.S. pa te n ts
is often the l owest where it i s the most critical.

e
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.. [TJhe volume of patent a p p l i c a t i o ns processed
by the Patent a nd Trademark Office and the ex
parte nature of the proceedings further under
mines any presumption given [a patent]."

"A major factor contribut ing to t he Patent
Of f i c e ' s failure to consider applicable prior
art is the fact that the Patent Of f Lce is too
overworked to give ade q ua t e a t t e n t i on to patent
applications a nd grants."

DRP~Pl'
, _\! _i '~- ' .

The above s a mpling of judicial sentiments is somewhat understandable ,
when one c on s i de r s that in many instances the best patentabili t y evi
nonce before a court is often not cons idered by the PTO d u r i ng the
patent granting stage. Reliable statistics g r a ph i c a l l y quanti f y t he
significantly increased perc ent a ge of validit y holding s by t he
federal courts when the best pa t e n ta bi l i t y evidence before the court
was also considered by the PTO. 4

One factor cont ributing to t he inabili t y of the examiner to loca t e
t he best patentability evidence is that the patent reference fi l e ha s
n ot been properly updated in ten years. Th i s increases the tic e r e 
quired for a thorough search and de c r e a s e s the likelihood o f l o catin g
patent documents. The economic consequences resulting from this si t
uation are significant. Longer patent pe ndenc i e s de lay investme nt of
c a p i t a l, and also delay the dissemination of current technology o n
which further advances can be based . If U.S . patents c annot be
granted promptly, it also de l ays t he~r use as patentability ev i dence
agai nst patents issuing to others in foreig n countries and har~s the
position of U.S . industry i n foreign trade.

While Congress has given the PTO a ma nda t e to Hork toward an 18 month
total pendency period fo r pa te n t a.p plic a t Lcns , during FY 1978 t he
average patent pendenc y slipped almost one month. Under FY 79 f u nd
ing , average pendency is expected t o i nc r ea s e to 21.2 mont hs, and
with expected FY 80 funding, a pe ndency of 22. 8 mo n t hs is pr o j 2c t e d .
I n addition , there a r e patent a pp l i ca t i ons pending over 20 months on
which there has been no action.

Unde r present funding, the goal of 18 mont h pe nde nc y can only be met
by spending les s time on more a pp l i ca t i o ns , with a corresponding

4 See especially, G. Koe nig , Patent Invalidity:
Subst ant i ve Ana lysis , Cla r k Boa rdma n Co ;, Ltd.i,
(1974) a t §5 . 0S [bJ , p , 5-58 e t , s e q.

"

A Statistical and
Ne w York, N.Y .

Under pre sent funding, the goal of 18 month pe nde nc y can only be me t
by spending l ess time o n more a pp l i ca t i ons , with a corresponding

4 See es pecially, G. Koe nig , Pat e nt Invalid i t y:
Substant i ve Analysis, Cla rk Boardman Co ,, Ltd. i,
(1974) a t §5 .0S [bJ, p , 5-58 e t , s eq . I

A Sta ti stical and
New Yo r k , N.Y .
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decrease in the quality of the patent document. The loss of confi
dence in U.S. patents due to low quality is one of the reasons behind
U.S. industry's increasing tendency to cut R&D investment in high
risk new technology. Less research and development leads to more
static technology causing the U.S. to fall further and further behind
foreign advances. As more innovative processes and products ar2 de
veloped and manufactured abroad, more U.S. jobs vanish and the bal
ance of trade problem becomes even more acute.

Accordingly, the Task Force is in unanimous agreement with the fol
lowing three recollimendations of ~the Advisory Subcommittee to upgrade
the Patent and Trademark Office:)

1. "The PTO should be given the funds* and resources to improve
its examination procedure and thereby to enhance the val idi ty
and enforceability of U.S. patents. Such improvement should in
clude expansion of the PTO examining corps to permit mor e
thorough searching of the prior art without increased ap plica
tion pendency. Emphasis s hould be placed on the quality of t he
patent exam Lna t Lou anti not Ou ,-!uaul...Ll.. ) ' u;: a.pl, 1 ':'ca t i.0il.s c x-'
amined. The PTO should expand its quality control pr og r am t o
review a greater sampling of a llowed patent applications, thus
ensuring more uniformity in the quality of the issued patents.
Furthermore, the PTO should improve the integrity a nd complete
ness of the PTO's primary search tools, i.e.) the patent search
file and its scientific library."

"* If the PTO is given increased funding, consid~ration should
be given to raising at least a portion of such funding t hrough
higher fees. The Government Accounting Office has proposed that
the PTO recover in fees 55 percent of its costs (it now r ec overs
32 percent of its costs; [6] s ee Chemical and Engineering :Je ws ,
November 27, 1978). The subcorsra i t t.ee feels , howeve r , that exc e s
sively high fees could constitute a disincentive to innovate on
the part of individual inventors a nd small firms. Any steps
taken to raise additional income from PTO ope r a tions should, ac
cordingly, give s pe c t a L consideration to providing relief for
individuals and small firms."

5 See also Industrial Research Institute Position Statement on the
U.S. Patent System, AppendiX , wherein several recommendat ions are
made regarding improvements in t he patent sys t em and specifically, in
PTO operations.

These figures do not ac cu ra t e Ly r e f Le c z the cur r e nt situation.
while GAO now proposes that the PTO i nc re ase its fees from the
present 27 % ne coupmen t rate of it s costs, but it does not suggest a
specific new rate of recovery.

5 See also Industrial Research Institute Position Statement on the
U.S. Patent Syst em, AppendiX , wherein several recommendati ons are
made regarding i mprovements in the patent system a nd specifically, in
PTO operations.

These figures do not ac cura t e l y r e f l ec t the current situation.
while GAO now proposes that the PTO inc rea se its fees from the
present 27% re coupm e n t r ate of its costs, but it does not suggest a
specific new rate of recovery.
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The Task Force is informed that to achieve the goa l s implicit i~ the
above recommendation would require a PTO annual budget Lnc r eas e 1. [1

the neighborhood of fr om $6 to $9 million, without reexaminat i on. ?

2. The PTO should "develop, have developed, or use an ava i l able
computerized patent and prior a r t search system to better ass ur e
the finding and consideration of the closest prior a r t by the
examiner .

The Task Force is informed that the cost of develop ment of a co mputer
ized patent file search s ys tern would be about $10 million. :-lore
specific analysis of this recommendation can be found in the I nfo rma
tion Policy sec tion of this Task For ce report.

3. Legislation should be enact ed, such as H. R. 13628 (Rodino)
95th Cong , ) and S. 3615 (Kennedy, 95th Cong.), whi ch wouLd pe r 
mit certain patent and trademark fees to be credited to t he PTO
appropriation to pay for the costs of Patent a nd Tra ci~mark

Office products (e.g., pa tent co pies ) an d services ( e. g.) eX3mi 
nation). The lesislation would a l s o gi ve the Commiss~oner

greater authority to set the f e e s for products and s erv i ces.
Under current law, many fees must be set by Congress.

The reimbursement authority, as proposed in H.R. 13628 and S. 3615,
would not only be used to pa y the costs of existing PTO products and
services, but could also be used to sustain , a f t e r es t ab l f s ament

costs are met, many new products and services, some of whi ch a re out
lined below.

The PTO ma i nt a i ns in machine-readable form a wide variety of bi blio~

graphic and su bs t a nt i ve informat ion abou t U.S. pate n t s . If busiQess
people, consumers, educa t or s , researche rs, scientists, engine ers , a nd
others had easy access to this information from remote Loca t Lous ,
i.e., "satellite search centers", this information could be put; to
far greater use t ha n it is today. Solutions to t echnologica l pr o b
lems could be identified, unnecessary duplicative research cou ld be
avoided, and the "state of the a r t " in any area of technology co uLd
be readily identified. Such satellite search centers wouLd provide
computerized access to i mportant technological information i n fields

7 See Appendix for specific breakdown of PTO estimated co sts for
improvements to the quality of exami na t i on . No t e that r e exa mi nati on
based on "prior pat ents and printed publications" would cost an 3ddi
tional $1 t ? $3 mill i on, which cou ld be recou ped thr ough r e i mbur s e
ment legislation.

o

-------------_. ~ - --_. _.._-.- _. ._ ._-_.

7 See Appendix for specific breakdown of PTO estimated cos ts f or
improvements t o the quality of examination. No t e that r eexami nati on
based on "prior patents a nd printed publications" would cost an:1d di 
tional $1 t? $3 mi l lion , which could be r ecouped through re i mbur s e
ment legislation.

o

---- - - ----- ._ -.- _ . '-'--~ '-
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such as energy and the environment. Computer controlled mf c rof i Im
search systems of the entire classified collection of patented tech
nology could be made available to libraries) universities) re search
institutions) and small business development centers. The importance
of providing access to this Lnfo riaa t Lon is underscored by s t udies
suggesting that over 80% of U.S. patents contain technical informa
tion not available in the non-patent literature. The dissemination
of the patent file would be especially beneficial to small business
and inaependent inventors who would ga i n easy and inexpensive ac cess
to a body of information which could be utilizeJ as:

- a probleill-solving tool

a stimulus to improvement type innovation

a cost saver in the sense that duplicative innovative effort
would be avoided.

Additional services and products) such as "abstract journals" di=ect-
~~ at specific t~chnolcgics) cc~putc~ ~~=~~~ to ~~2decark f iles , a~d

individually tailored state-of-the-art reports could also be estab
lished.

In addition to these services) the reimbursement a u t h o r i t y cou Ld be
expected) in a large measure) to sustain a reexamination procedure
for issued patents as more thoroughly discussed in Recommendatio~ II.

II: ADOPT THE ADVISORY SUBCOHHITTEE RECO~IHENDATION TO PROVIDE FOR
REEXAHINATION OF PATENTS I N THE PATE NT AND TRADENAH-K OFFICi:.

The Advisory Subcommittee astutely observed that

"[olne of the fundamental problems of the exist
ing patent system is that pe= tinent prior art is
very often found after the patent has issued and
has become coramer c La .Ll y Lmpor t an t s " (ernphas i,s
added) .

The PTa has addressed this most pressing "fundamental problem" , al
though to a limited degree, by institution of recent agency regula
tions which afford patent owners a procedural opportunity to ob t ain a
ruling from the PTO on the pertinence of certain patentability e v i 
dence after their patent has been gr a n t e d . Public participation in
t h I s reexamination procedure is presently dependent upon the c omrne n-
cement of the procedure by the patent owner. Acc o r d Lng Ly , the PTO
has published notice in the Fe de r aL Re g I s t e r (Vol. 4 3 ) No. 2-'15) a t
59401 et seq) of its intent to ex t e nd the r egulations to provide for
a more liberally instituted reexamination. As presently constituted)

. • ..... .... ...__ ...~ :;. u_ a 5~1ll.:Y L"e,5U..la-

tions which afford patent owners a procedural opportunity to ob t ain a
ruli.ng from the PTO on the pertinence of certain patentabili ty evi
dence a f t e r their patent has been gr a n t e d . Public partici pation in
t h l s reexamination procedure is presently dependent upon the comraen-
cement of the procedure by the patent owner. Acco r d I ng Ly , the PTO
has published notice in the Fe de r aI Reg Ls t e r (Vol. 43) No. 2-'15) a t
59401 et seq) of its intent to e x t e nd the regu La t tons to prov ide for
a more liberally instituted reexamination. As presently constituted)

o
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the extension will permit the PTO to render advisory opinions to any
member of the public on the validit y of any United States patent upon
the submission of certain patentability information and upon the pay
ment of a standard fee. However, not only is the patentability in
formation limited to "patents and other publications", there i s no .
right to appeal contemplated for any party, including the patentee.

In spite of this commendable extension of the right to rexamir.ation
proposed by the PTa, the Task Force feels compelled to take a ~o re

long range view of the total r eexamination issue. The reexamination
of patents as presently proposed by the PTO is unquestionably nee ded
to further enhance the reliability and certainty of the issued pat
ent. However, even further enhancement would be achieved by a do p
tion of the Advisory Subcommittee's proposal, which we endorse.
Specifically:

"[The PTO should] initiate a system for the reexamination of
U.S. patents by any party requesting such reexamination during
the life of the patent. The reexamination system should prOVide
for submission of wr i t t en arguments by the patentee and other
interested persons concerning patentability over prior patents
or printed publications. Such reexamination should be handled
on an exped Lt ed basis by the F'iv ::;u LiidL d. prompt decisi on can
be rendered. If the claims are held to be patentable over the
cited art, the presumption of validity of the patent is enhanced
and patentees and interested parties would have a clearer idea
about the strength of the patent, without resorting to li~iga

tion. In some instances, the reexamination procedure s hould
help avoid litigation costs."

"If the patent claims were held to be invalid over the cited
art, the patentee would have the right to amend his claims and
to define his invention more accurately, or assert his position
to the Board of Appeals and, on appeal, to the Court of CU$toms
and Patent Appeal s or the U.S. District Court for the District
of Columbia."

"This reexamination system would be available whether or not the
patent to be reexamined was already involved in litigation. In
such case, however, it woul d be solely wi thin the court I s dis
cretion as to whether the litigation should be stayed pending
the reexamination, so as to avoid undue delays in obtaining a
final court adjudication. (8] He further recommend enact-

8 Several courts have been very r eceptive to the initial "reexamina
tion" procedure already institute d by the PTa. Some have pl a ced
great weight upon the decisio ns r e nd e red pursuant to the procedure.
See, e. g., 'S t . Regis Pape r Co . v , Bemis Co., 188 USPA 107 (S o. D.
Ill. 1975)-, r e v l d , on ot her g r ouud s , 19 3 USPQ 8 (7th Cir. 1977);
Co r ome t r i.c s Ne di e:l~:-.~!..tI:.:!Je s v • .E.':.El'-cl.:;y Bia-Engineering, 197 USPQ
467 ( No. O. Cal. 1977).

DRAF7\I .........1
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- ----- ..... 1. J ..t: l:urtner recommend enact-

8 Several courts have been very r eceptive to the initial "reexamina
tion" procedure a l.re ad y instituted by the PTa. Some have placed
great weight upon the deci sions rendered pursuant to the procedure.
See, e s g •• 'S t . Regis Paper Co. v , Bemis Co , , 188 USPA 107 (So. D.
Ill. 197 5f, r e v l d , o n o the r g r ouud s , 193 USPQ 8 (7th Cir. 1977);
Co r ome t r i.c s I'l e d i c :L~:-.~!.J!l:.li e s v , Ber k e l e y Bia-Engineering, 197 USPQ
467 (No. D. C:.•r. 1977).
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ment of sui table l e gislation to f u lly i mp l e ment the reexamina
tion system; i n the i nter i m, t he subcomi t tee encoura g es t he
Commis sione r t o use h is r u l e - ma k i ng au t hori t y t o inst it u t e re
examination to the fullest ex tent possible."

This type of limit e d adjudicatory in ter pa rtes review would be
perhaps the most eff ective s t ep t ha t cou l d be taken by the PTO to
insure t he maximum r e l i a bility of its work produc t the iss ued
patent . In f a c t , the Task Force would prefe r to s ee an ev e n mo r e
complete r e e xamination procedure t han that recommende d by t he
Advisory Subco®uittee -- a pr oc edure whic h would permi t conside r~ t i on

of all bases f a r contesting the patentability of an issued pa ten t ,
not just those involving "p a tents and printed pu blica t i ons . "

Of cours e, such a complete reexami nati on s yst em has va r i ous practica l
problems, for e most of wh .ich a re (1 ) i mplementation within t he PTO,
(2) institution or safegua r d s to a void po ss i bl e ha ras sment of pa tent
ees by competi tors, and ( 3 ) cla rifica tion of t h e r igh ts and sc ope of
appellate r evie w. Howeve r , t he mos t praccical a nd unavoidable ? r o b
lem of such a s ystem is t he al locat ion vi dP P L Up L ~cit a d rccour ~2 S .

The fe e that would be c harged by the PTO to r eexami ne a patent ~ould

have absolut ely no t angib l e f inancia l impact upon t he oper2- ting
budget of the PTO. Su ch money goes d irec t l y t o the Tre a s u r y of che
United States. Wi th reimburse~ent au t ho r i ty, a s di scus sed i n grea te r
detail in Recommenda t i on I of this r e port , a fee c ould be e stablished
to def r a y the adde d c o s t t o the PTO of r e e xaminat i on. I n this
manner, neither t he overall e ffic iency a nd quality of the work of t he
PTO would be adv e rsel y affec ted nor would ap propria tion i ncre a s e s be
require d. This r eimbu r s ement a uthori ty is a l s o crucial t o the
limited r eexa mina ti on proposal publ ishe d by the PTO in t he Fe de r a l
Register, wh i ch t he PTO e stima t es wi l l c ost f ~orn $1, 125 ,000 t o
3,375,000 9 to imple ment.

9 Supra, note 2

o

~---------._---- -- -- - - .- . • .- - - - --- -_.- --

o
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III: ADOPT THE ADVISORY SUBCOMMI TTEE
RECO~~ENDATION TO PROVID E A SPECIALIZED
APPELLATE COURT FOR PATENT CASES.

The Advisory Subcomittee has noted that

"[ t [he present judicial system for reviewing patent dis
putes has generated extensive differences in the various
circuits' application of the patent law wh Lch has inordi
nately increased litigation expenses (by encouraging foruQ
shopping) and made it extremely difficult for patent
Lawye r s to advise their clients as to the likelihood of
success in a given case." (emphasis in the original)

We are in complete agreement.

There is a wide variety of views among the circuits as to the nature
of the test to be applied in determining whet~e~ patentable invention
exists. By way of example, som e courts insist that "synergism" mus t
be present before an i nvention rises to the level of
patentability. 10 Other courts reject this requirement. I I

there's the middle ground, where courts rely upon
three-prong test of Graham v , John Deere, 383 U.S. 1
"synergism" .12 ----

A reasonable degree of predictability and certainty are essential
to the innovator, who oftentimes must rely upon the foundation cre
ated by his patent in order to gain a foothold in new technologies or
to remain competitive in existing technologies.

Accordingly, we recommend adoption of the Advisory Subcommi t tee re
commendation, to-wit:

"This subcommittee favors a centralized national court [13]
with exc Lus Lve appellate jurisdiction (subject to Supreme

lOSt. Regis Paper Co. v , Bemis Co , , 193 USPQ 8 (7th Cir. 1977);
Republic Industries v , Schlage Lock Co., 196 USPQ 351 (S.D. Ill.
1977); Lawrence v. The Gi l l e t t e Co., 196 USPQ 610 (S.D.Cal. 1977)

11 Clark ~uipment Co. v , Keller,
Lelvart Co . v , Aceo l ot '1., 19 2 USPQ
Tool & Hachinc Co . v , \~a l ter Kidd e &

197 USPQ 209 (8th ct e, 1978);
376 (N.D.Ill. 1976); Syst_ematic_
Co , , 193 USPQ SB7 (3d Cir. 1977)

12 Bird Pr-ov i sto n
C'i r , - 1978); Slack
(\~.D.Pa. 1977)

Co_. v ; Owen s Country
a nd Decker ~!f g. Co.

Saus a ge, 197 USPQ 134 (5th
v. Di sston, 196 USPQ 22

13 See Appendix
of Justice.

f or a detailed proposal offered by the Department

11 Clark ~~ipment Co. v , Keller,
Letvart Co. v , Aceo lot '1., 192 USPQ
Tool & Ha c h i nc Co . v. Wa l t e r Kidde &

197 USPQ 209 (8th Cf r , 1978);
376 (N. D. Ill. 1976); Sv s t e ma t i,c
c»., 193 USPQ SB7 (3d~-. 1977)-

12 Bird Pro'vi sion
Cir. - 197 8'); Slack
(\~.D.Pa. 1977)

Co_. v ; Owe ns Cou ntry
a nd Decker ~!fg. Co.

Saus a ge, 197 USPQ 134 (5th
v. Di sston, 196 USPQ 22

13 See Appendix __ fo r a detailed proposal offered by the Department
of Justice.
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Court rev Le w) over pa t cnt-rreLa t e d cases as a vehicle for
insuring a mo r e uniform interpr eta tion of the patent Laws
and thus contributing mea ning fully and positively to
predicting the strengths of patents."

IV: ADOPT THE ADVISO RY SUBCOHNI TTEE RECO~1l'1ENDAT ION TO
REDUCE THE COST OF PATENT LITIGAT I ON .

The cost, in t erms of both time and money, of judicial enforcement of
the rights derived from the patent g r a n t arc a severe drain to t h e
innovator, especially the small bu s iness or independe nt inventor who
can ill-afford t he prohibitive l e gal cos ts a t t e nda n t to patent en
forcement litigation. In our opin i on t he Advisory Su bc ommi t tee ha s
correctly identified the most serious def iciency in the present
judicial climate of patent enforce ment causing this drain - a buse of
the discovery process. Some argue tha t the real culprit is "shotgun
pleadings". Ot hers have be en heard to say that boi lerplate defenses,
especially those concerning fraud in the pr ocur ewe n t of the pat~~t .

are the cause. The f act is that abuse of the discovery pr ocess is ,
as phrased by CCPA Chief Judge Howard T. Markey, a "horrible wast e of
judicial time". We concur with the Ad v i s or y Subcommittee's statement
that

..... ways must be found to reduce the cost of
p~tent litigation[14], and a decision must be
available within a reasonable time. "

Accordingly, we adopt the Adv i.sory Subcommit tee's recommendation a s
our own, to-wit:

.. [T]hat the
Conference,
exercise a
conduct of
concern for

Supreme Court, t hrough the Judicial
require e ach federal court to

high degree of control over the
patent litigation, with particul ar

the time and expense of discovery."

[Arbitration Issue - Mossinghoff paper]

14 Of course, our Rec ommendatio ns I through III t,,111 go a long way
towards alleviating t he e xc e s s i ve c osts of patent enforcement.
Moreover, we e nc ou r age furth er study to i dentify additional means for
reducing the co s t o f patent l i tiga tio n in the fede r al c o ur t sys t e m.

o

- ------- -- - - - _._- - - - - - - - -- - -- - - ------ - ---- - -

14 Of course, our Rec ommendations I through III t,,111 go a long wa y
towards alleViating t he e xc es s i ve c osts of patent enforce ment.
Moreover, we e nc o u rage furth er study to i dentify additional means f or
reducing the co s t o f patent lit i gation in the fe deral co ur t s ystem.

o

___ ___ _ n ---- - - - - - - - - - - - - --
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OTHER RECO~~lENDATIO NS THAT WOULD ENHfu~CE I NNOVATION

V: ADOPT THE ADVI SORY SUBCO~ll1ITTEE RE COM:lliNDATION FOR
A CLARIFI CATION OF THE STAT UTORY DEF I NITIO N OF
PATENTABLE INVENTION ( 35 U. S.C. §103 ) .

DRAFT
\ - \ i -l ~.'- ~

As noted in Recommendation III, the federal circuit courts of appeal
have enunciated differ ent and often incompat ibl e views of what co n
stitutes patentable invention. Whi le the Advi.s or y Subcommittee r e
port recognizes that the national pa tent court "will do much to" elim
inate these disparate views," that subcouunittee, l i ke ours, is co n
cerned about the possible new litigation whi ch might ensue from a
legislative "rewriting" of 35 U.S.C. §l03. howeve r , we do r ecogn i ze
the urgent need for clarification of this i s s ue . Accordingly, we
support 15 the adoption of t he Advisory Subcommittee r ecommendat i on
for a clarification of the statutory meaning of patentable invention
(35 U.S.C. §l03).

VI: PROVIDE ASSISTANCE I N THE USE OF THE PATENT SYSTEM TO S~L~L

BUSINESS AND I NDEPENDENT I KVE KTORS

[SBA PAPER - PUHPIAN}

VII: CLARIFY THE PATENT RIGHTS TO BE
ACCORDED NEW TECHNOLOGICAL ADVM~ CE S

(E.G., COHPUTER SOFT\v'ARE AND :-nCROORGAN I SMS)

The Advisory Subcommittee has recomwended i mplementat ion of the CONTU
proposal 16 which would specifically provide protection for computer
software. The subcommittee also re comraende d tha t pa tent pr o tection
be afforded those software items which meet the existant criteria f or
patentability, as well as new life f orms and "use-spec ific" ch emical
compositions.

The Task Force generally acknowledges that implemen tation of t ile
CONTU proposal would, in a large measure, alleviate the compu t er
software issue; however, the Task Force was not ab l e eo r each a
concensus regarding ehe ex t ension of 2-atent protection to software,
new life forms and "use-specific" chemLca I co mposi tions. We we r e

15 Again, our Reco mmendation III should provide the certainty ne eded
in this area.

16 The Na t i ona l Commission on New Technological Uses of Copyright ed
Works (Ca NTU) has pr opos ed a me ndments t o th e 1976 Co py~ ig llt Act. Sce
Appendix f o r the B~A Patent, Copyr i ght and Trademark Journal
brief analys i s of the CaNTU pro pos a l .

o

1~ Again, our Recommendation III should provide the certainty needed
in this area.

16 The Na t i ona l Commission on New Technological Use s of Copyright ed
Works (Ca NTU) has pr opos ed amendmen t s to t he 1976 Co py~ig tlt Ac t . Sce
Appendix __ f or t he B~A Patent, Copy r ight and Tradema rk Jou rna l
brief analysi s of the CaNTU proposal.

o
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unable to identify convincing evidence relating to the extent of the
impact on innovation, if any, resulting from the absence of patent
protection for the referenced new technological advances.
Nevertheless, the Task Force concurs in the Advisory Subcommittee I s
note of the comments in In ~ Chakrabarty, 197 USPQ 72, 76 (CCPA
1973) that

if our patent laws are to achieve their
objective, extra-legal efforts to restrict whol l y
new technologies to the technological parameters
of the past must be eschewerl [and the
a}dministrative difficulties, in finding and
training PTO examiners in new technologies,
should not frustrate the constitutional and
statutory intent of encouraging invention
disclosures, whether those disclosures be in
familiar arts or in areas on the forefront of
science and technology"

Some members of t he Task For ce _f e l t that the appropriate veh i c l e f "r

the clarification of the patentability of computer software is
legislative action, as has been suggested by the Supreme Court. 17

At this time, however, the Task Force can only recommend further
study on the appropriateness of the patent rights to be accorded
"new" technological advances.

OTHER MATTERS CONSIDERED

VIII: CONDUCT FURTHER STUDY OF WAYS TO COMPENSATE FOR
DELAYS IN C O~friE RCIALIZATION CAUSED BY
GOVERNHE NTAL REGULATION.

The Task Force members rccogru ze that there are situtations whe r e t )-,e
rewards promised by the patent syst em may be significantly eroded as
a result of regulatory activities of other Government agencies. This
is particularly the case where agencies such as EPA and FDA require
extensive testing of products (pharmaceuticals, pesticides, etc.)
over a period of years to establish environmental acceptabil i ty,
safety, and so on. As a result, a product may not be approved f o r
marketing until a significant portion of the exclusivity period
granted by the patent has expired.

The Advisory Subcommittee proposed l egislation which would extend the
patent term to compensate for such delays. The Task Force members

17 Sec, e.g., Gotts ch alk v , Bens on,
v. Flook, 198 USPQ 193, 200 (1978)

o

175 USPQ 673, 677 (1972); Pnrker

____ .... _ o...Jot'"t-'~VYCU L U l

ruarKetlng until a significant portion of the exclusivity period
granted by the patent has expired.

The Advisory Subcommittee proposed legislation which would extend the
patent term to compensate for such delays. The Task Force members

17 Sec, evg , , Gottschalk v , Benson,
v. Flook, 198 USPQ 193, 200 (1978)

o

175 USPQ 673, 677 (1972); Pnrker
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on t h i s issue. Specifically, there was
degree to which these delays impact

i nnova te . In addition, some members
t erm raised significant administrative

could not reach a concensus
some qu estion abo u t t he
negatively on decisions to
thought that the extended
questions. For e xaQple:
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What criteria could be established f or determining which
delays warranted an e x t ension, e . g., would agency regulations
affecting a product a f t e r- mar ke t i ng wa rra n t a n extension of pa t e n t
protection; or wo u l d the procedure be limited to just those cases
where regulations result in pre-market delays? The Task Force
generally favored the l atter.

- What procedure would be used to secure s uch an extension? It
was generally a gre ed t hat any extension pr oc e d u r e would be optional
and that it wou ld ha ve to be initiated by the pat entee. In addit i on,
most members felt that if an extension period we re impleQented, the
extension s ho u l d be obtained "up fr ont", i.e., at the start of the
patent term, s o tha t c ompe t i to rs could plan the i r a c t i v i t ies i n view
of a publis hed expi ra tion da t e.

Others of the Task Fo rce preferred a delay in issuance of the pa ten t
until such pre-market cle arances were obtained. This idea was s e e n
by some, however, as detrimental to the objective of stiQulation of
innovation. Thi s is so because the technological information
contained in the patent a ppl i ca tion would not be di s c losed to the
public for, perhaps, several ye ars a fter the filing of t he patent
application.

An alternative to the modification of the patent term was raised in
the context of u rging regulatory agencies to reduce the tiQe required
to secure pre-market c lea r a nc e s .

The Task Force can only recomme nd that this issue be t he obj ect of
further study to determine the ex ten t of the problem vis-a-vis .i t s
impact on innovation a nd if desira ble, to identify a viable s et of
alternatives to a l l e v ia t e the problem•

._ - - _._---_.~- . __.-.._--- - - - -- - -----
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IX: STUDY THE FEASIB IL ITY OF IMPLEMENTATION . UNDER
NATIONAL SFONSORSHI P , OF THE CONCEPT OF A PRODUCT
DEVELOPMENT CORPO~~ T ION .

DRAFT
-,Ci\ _rL- l i

The Task Force showe d keen intere st in the concept of a product de
velopment corporation, a l ong the lines of t he Nat i onal Research De
velopment Cor pora tion ( NRDC) i n Gr ea t Britain, a nd the Con nec t i cut
Product De ve lopment Corporat ion ( CPDC). These and other
organizations in various countr i es s e ek to stimulate innovation
through commercial development of inven t ions whi ch mi ght o therwi se be
unutilized. While the NRDC s erves to exploit unutilized pa ten t s
resulting from public res earch, t he CPDC stimulates development o f
new products by making a va i la bl e pub l i c fund s for deve l opme n t in
situations whe r e f i na nc ial a id woul d o t h e r wi s e not be available.
Both organizations are s tru c t ured in such a way t hat the y a r e
required to be s elf-sustaining. It a pp e ars f rom t he informat i on
obtained in t he limited amou n t of t i me avai l ahle for th i s st udy, t ha t
the NRDC a nd the CPDC have met with cons iderable success. I S

The Task Force members agr e e tha t i maginative mechan i s ms sucn a s
these could have s ign i f i c a n t i mpact on industrial innova tion , pa r t i
cularly insofar as the y are a pote ntial s ource of g r eat a s si s t ance t o
small business a nd i nde pe nde n t inventors. However, i t was a l so re
cognized that additional time a nd s t u dy would be r equired to analyz e
and evaluate various f o r ma t s and institutional struc t uring a r rang e 
ments before an y specific recommendat i ons could be made.

Although more limited than either the NRDC or CPDC e f f o r t s , the NASA
"Tech Brief " and the DoE energy ex t ens i on programs wer e cited by
various Ta s k Force membe r s a s ex i s t ing examp les of Cove r nraen t r-s porr
sored technology transfer mechanis ms which s ho uld be e ncouraged a nd ,
perhaps, e xpanded. The Tas k Force a grees t hat t he Pa t e nt and Trade
mark Office sho uld consider implementing a similar p r og r a m whe re
problem-solving reports wOJld be pr ovide d , on request, to t he gene ra l
public on a cost rei mbursable bas is. 19 A model for such a pr og r am
is provided by the ef f o r t s of Swede n ' s patent office in this area.

18 See AppendiX for the 1978 Annual Statement of the NRDC a nd a
discussion paper on t he CPDC.

19 See the re i mbur s ement legislat i on propo s al discussed in Recommen
dation 1.

e

19 See the reimbursement legislation pro pos al discussed in Recommen
dation 1.

e

--_._--._._---_._ - - - - - - - - - - - - _ .
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X: CONDUCT FURTHER STU DY OF THE RI GHTS OF THE
EMPLOYED I NVENTOR

l)RA~fTlv .l: JL.

\ _ \1.-J 1.

Some members of the Task Force, as was the ca s e in the Advisory Sub
commi t tee, proposed that l e g islation be enac t e d requiring corpo r a
tions to g i ve significant compensation to their employed inventors or
to release inventions to t h e employee- inven t o r for s e lf-coome r c ia l i 
zation. The proposal would spec i fical l y f or bi d mandatory employment
contracts which assign employee patent righ ts t o t he employe r f or a
nominal fee . The majority of Ta sk Fo r ce memb e r s questioned the im
pact of this recomme~dation on the innovat i on proces s . Wh i le i t was
general ly a gre ed that the innovation "clima t e" in a firm ~'JaS a signi
ficant fac tor in stimulating empl oy ees to i nvent and t o r e port t he ir
inventions, it was suggest ed that t here i s little available data
indicating t hat t he pr op os a l would impac t positively on inno vati on .
The majority of the Task Force was Willing t o endorse the expe r Lr
enc~d feeling of the Adv i s or y SubcoillQittee that:

... . . corporations should be encouraged to mot i 
vate their employees to participate i n all phases
of the innovative process. This e nco u r a geraen t

c ould be in t he f orm of awards, promo t i ons , r e
lease of unused invent10ns to the inventors a nd
o t he r s y s t e ms present ly be ing successfully us e d
throughout industry in the United States."

The majority of the Task Force merabe r s conceded that more study in
t h i s area is warranted, and not ed tha t Congre ss is studying the issue
including the Empl oyed Inve ntor Law of Germany which requi res
c ompe ns at i on to inventors .

XI: COHP ULSORY L I CE~!SING

(To be discus s ed at me e t i ng )

o

- - - ---'-- - _ ._--_.~
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VALUING TECHNOLOGY

ASSOCIATION OF UNIVERSITY TECHNOLOGY MANAGERS

1991 ANNUAL MEETING

1. Traditional Valuation Approaches

a. Cost approach
b. Market approach
c. Income approach

2. Definition Of Fair Market Value

a. Amount at which technology would change hands between a willing buyer
and a willing seller at arm's length

b. Present value of future economic benefits

3. Cost Approach

a. "Value" = Cost to re-create the technology

b. Costs to re-create the technology may include:

1. Labor and overhead
11. Materials and supplies
iu. Equipment and other capital
IV. Lost sales due to delayed market entry
v. Other

c. Observations:

i. Usually based upon trended historical costs
11. Most useful with new technology
in. Caution: Does not reflect earnings potential!

Copyright 1991. Daniel M. McGavock, C.PA., IPC Group, Inc. 205 West Wacker Drive,
Suite 1400 Chicago, IL 60606. (312)641-0051.
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Copyright 1991. Daniel M. McGavock, C.PA., IPC Group, Inc. 205 West Wacker Drive,
Suite 1400 Chicago, IL 60606. (312)641-0051.



4. Market Approach

a. Value = Arm's length price paid in a comparable transaction
b. What constitutes a "comparable" transaction?

1. Type of technology
ii. Industry
111. Economic conditions
IV. Market size and characteristics
v. Profitability
vi. Timing
vn. Barriers to entry
V111. Terms of agreement

5. Income Approach

a. Value = Present value of expected future income streams

b. Elements of income approach:

1. Amount of income stream
11. Duration of income stream
iii. Risk associated with realization of income stream

c. Amount of income stream:

1. Incremental profits over alternatives

(1) Cost savings
(2) Price premiums
(3) Enhanced sales volumes
(4) Other

11. Relief from royalty method

iii. Residual income method

d. Duration of income stream:

1. Legal life (e.g. 17 years for patent)
ii. Technological or functional life
m. Economic life

e. Discount rate reflects risk:

1. Inflation risk
11. Liquidity risk
111. Business risk

~ -,_~~_ _ _ __ ~_n_ ~~ ~ _ ~ ~

11. i ecnnorogicai or runcnonat ure
m. Economic life

e. Discount rate reflects risk:

1. Inflation risk
11. Liquidity risk
111. Business risk



6. Methods For Determining Royalty Rates

a. Established rates/industry norms

b. Apportionment of licensee's expected economic gain

1. Rules of thumb
H. Fair rate of return on capital

c. Licensor's next best alternative to licensing

7. Technology Licensing Survey Results

a. Results to be published this spring in The Licensing Law and Business
Report

b. Of 118 respondents, 14 were from University/Government organizations

c. Importance of established rates versus profit analysis in determining
royalty rates (Figure 1)

d. Importance of other factors on royalty rates (Figure 2)

e. Typical royalty rates: industry differences (Figure 3)

f. Typical royalty rates: University/Governmerit organizations (Figure 4)

8. Preparing For License Negotiations

a. Market research:

1. Market size
H. Market segments/applications
in. Channels of distribution
iv. Major players
v. Recent trends

b. Company-specific research:

1. Existing product lines
H. Market position and reputation
in. Manufacturing and distribution capacity
IV. Profitability
v. Financial strength
VI. Recent developments

c. Sources for valuation data: See attached listing

11. iviarxet posmon ana reputation
HI. Manufacturing and distribution capacity
IV. Profitability
v. Financial strength
VI. Recent developments

c. Sources for valuation data: See attached listing

._ w __ .._ _ . __. _
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1. Source:

SOURCES FOR BUSINESS VALUATION DATA

Almanac ofBusirJess & Industrial Financial Ratios, Leo Troy, ed.

Source Description: Balance sheet and income statement data along with key
financial ratios, broken down by four-digit SIC numbers. Each SIC number
breakdown shows data for current year and previous two years. Current data are
further broken down by sales ranges.

2.

Medium:

Publisher:

Source:

Book, updated annually.

Prentice Hall
Route 9W
Englewood Cliffs, NJ 07632
(201) 592-2000

American Statistics Index

Source Description: Index of economic, demographic and statistical informat ion.

3.

Medium:

Publisher:

Source :

Book, updated monthly and bound in annual volumes.

Congressional Information Service
4520 East-West Highway
Suite 800
Bethesda, MD 20814
(301) 654-1550

Business Conditions Digest

Source Description: Charts and statistical data for leading economic indicators.
Includes cyclical indicators, composite indicators and their components.

Medium:

Publisher:

Book, updated monthly.

U.S. Bureau of Economic Analysis
Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

• Compiled by IPC Group, Inc.

Publisher: U.S. Bureau of Economic Analysis
Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

• Compiled by IPC Group, Inc.

_____ ._~_. • __ m • • _ . •• • u • _



4. Source: Business Information Service

Source Description: Various reports that have been filed by corporations with the
SEC.

5.

Medium:

Publisher:

Source:

Microfiche or hard copies. May take part in subscription
package or place individual orders.

Disclosure, Inc.
Business Information Service
5161 River Road
Bethesda, MD 20816
(301) 951-1300

Dialog Information Services. Inc.

Source Description: Provides dozens of databases including financial news, legal
and government data, corporate directories, patent and trademark data, economic
data, reference data and newspaper abstracts.

6.

Medium:

Publisher:

Source:

On-line information subscription service. Data may be
viewed on line and/or downloaded to a floppy disk, from
which it may be printed.

Dialog Information Services, Inc.
Marketing Department
3460 Hillview Ave.
Palo Alto, CA 94304
(800) 334-2564

Directory of Companies Required to File Reports with the Securities &
Exchange Commission

Source Description: Listing, alphabetically and by industry group, of all the firms
required to file under the Securities Exchange Act of 1934.

Medium:

Publisher:

Publisher:

--- -- ----- ---

Book, updated annually.

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

..__._ -- ._-..." -- "-_._"-'~"-'-- '-------~--~--'~-------'--~.'---'--

J

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

- --- ---- - - - ---- - - - - --



7. Source: Dun & Bradstreet Business Information Reports

Source Description: For a specific company, balance sheet and income statement
data for most recent three years. Also, credit, operational and management history.

8.

Medium:

Publisher:

Source:

Individual reports may be received via fax or mail if
member of the subscriber service.

Dun & Bradstreet Business Credit Services
One Diamond Hill Road
Murray Hill, NJ 07974-0027
(201) 665-5610

Economic Indicators

Source Description: Includes basic U.S. economic indicators such as GNP, spending,
personal consumption, corporate profits, production activity and security market data.
Information includes most recent six years.

9.

Medium:

Publisher:

Source:

Book, updated monthly.

Council of Economic Advisors
Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

Economic Report of the President

Source Description: Annual report to the U.S. Congress from the U.S. President
(as prepared in consultation with the President's Council of Economic Advisors).
Discusses projected economic policy of the administration, economic outlook and
provides current economic statistical data.

Medium:

Publisher:

Book, updated annually.

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

-- - - - -- -- ---- - - --- --- - - - - - - - - - - - --



10. Source: Executive Compensation Service-

Source Description: Salary and bonus information for employees of all levels broken
down by job description and by industry.

11.

Medium:

Publisher:

Source:

Book, updated annually.

American Management Association
135 West 50th Street
New York, NY 10020
(212) 586-8100

Federal Reserve Bulletin

Source Description: U.S. banking and monetary statistics, including data such as
employment, prices, GNP, construction, interest rates and industrial production.
Data includes the most recent three to five years.

12.

Medium:

Publisher:

Source:

Book, updated monthly.

Publication Services
Mail Stop 138
Board of Governors of the Federal Reserve System
Washington, DC 20551
(202) 452-3244

Handbook of Basic Economic Statistics

Source Description: A handbook of basic economic data on industry, commerce,
labor and agriculture.

Medium:

Publisher:

---_ .._.._---- _ _ _ . _.. _..__.

Book, updated annually with monthly supplements.

Economic Statistics Bureau of Washington D.C.
Box 10163
Washington, DC 20018
(202) 393-5070

••••• • _ • • • m __ . . .. ._ . •
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13. Source: Handbook of Economic Statistics

Source Description: Economic statistics for selected non-communist and all
communist countries. Covers economic profile of the country, data on economic
trends, energy, agriculture, minerals and metals, chemicals, manufactured goods
and foreign trade.

14.

Medium:

Publisher:

Source:

Book, updated annually.

U.S. Department of Commerce
National Technical Information Service
5285 Port Royal Road
Springfield, VA 27161
(703) 487-4650

Industry Norms & Key Business Ratios

Source Description: Provides one-year balance sheet and income statement data
(and key ratios) broken down by four-digit SIC numbers.

15.

Medium:

Publisher:

Source:

Book, updated annually.

Dun & Bradstreet Business Credit Services
One Diamond Hill Road
Murray Hill, NJ 07974-0027
(201) 665-5610

Instant Information

Source Description: Listing of nearly 10,000 organizations, aSSOCIatIOns and
government agencies. Includes the name, address, phone number and a brief
description of each listing. Part one is an alphabetical listing by state (including
Puerto Rico and Canada). Part two is an alphabetical listing by organization title.
Part three is an alphabetical listing by subject.

Medium:

Publisher:

Pubttsher:

Book, 1987.

Prentice Hall Press
A Division of Simon & Schuster, Inc.
Gulf & Western Building
One Gulf & Western Plaza
New York, NY 10023
(212) 698-7000

Prentice Hall Press
A Division of Simon & Schuster, Inc.
Gulf & Western Building
One Gulf & Western Plaza
New York, NY 10023
(212) 698-7000

- - - - - - - - - - - - - - - - ---- -- --
_ _ _ • n _



16. Source: Investment Markets: Gaining the Performance Advantage, Roger G.
Ibbotson and Gary P. Brinson

Source Description: Includes charts, tables and narrative analyses of world capital
markets. Includes analyses of U.S. stock market, foreign stock markets, bond
markets, inflation throughout the world, gold and silver markets and real estate
markets. Also includes discussions of investment theory.

17.

Medium:

Publisher:

Source:

Book, 1987.

McGraw-Hill Book Co.
1221 Avenue of the Americas
New York, NY 10020
(212) 512-2000

Key Business Ratios

Source Description: Includes fourteen key ratios broken down by SIC codes. For
each SIC code, data are divided into three size ranges by net worth.

18.

Medium:

Publisher:

Source: LEXlS

Book, updated annually.

Dun & Bradstreet, Inc.
One Diamond Hill Road
Murray Hill, NJ 07974-0027
(800) 234-3867

Source Description: Extensive legal database. Subscriber can seek specific cases and
federal codes. Information is classified into many specialized "libraries" to aid in the
search process.

Medium:

Publisher:

- --_.... . -_ ._-_ ._....

Publisher:

On-line information subscription service. Data may be
viewed on line and/or downloaded to a floppy disk, from
which it may be printed.

Mead Data Central
Marketing Communications
Department LL
P.O. Box 933
Dayton,OH 45401
(800) 543-6862

-_ _ ._-- --- - -----

Mead Data Central
Marketing Communications
Department LL
P.O. Box 933
Dayton,OH 45401
(800) 543-6862

- - - - - - - - - - -- - _ ....--- - _.



19. Source: M & A DataBase

Source Description: Computer accessible database that provides up to 300
information points on all announced M & A transactions involving U.S. companies.

20.

Medium:

Publisher:

Source:

Computer accessible database.

ADP Network Services
MLR Publishing Co.
229 South 18th Street
Philadelphia, PA 19103
(800) 237-3282

Mergers & Acquisitions

Source Description: Articles on recent events in the U.S. and foreign M & A arena.
Also provides statistics on all announced mergers and acquisitions for the period
since the last publication.

21.

Medium:

Publisher:

Source:

Bi-monthly magazine.

MLR Publishing Co.
229 South 18th Street
Philadelphia, PA 19103
(215) 790-7040

Mergerstat Review

Source Description: Statistical reference guide on all announced mergers and
acquisitions in the past year. Also includes historical data on mergers, acquisitions,
reorganizations, etc. for both U.S. and foreign-based companies.

Medium:

Publisher:

Book, updated annually.

Merrill Lynch Business Brokerage and Valuation, Inc.
854 East Algonquin Road
Schaumburg, IL 60173
(708) 981-9800

854 East Algonquin Road
Schaumburg, IL 60173
(708) 981-9800



22. Source: Moody's Bank & Finance Manual

Source Description: Five to seven years of balance sheet and income statement
data, along with key financial ratios for companies in the insurance, finance, real
estate and investment industries. Includes, for each company, a narrative of its
business and a listing of all subsidiaries. Also includes analyses of the various firms'
debt and equity structures.

23.

Medium:

Publisher:

Source:

Book, updated semi-weekly and bound in annual volumes.

Moody's Investors Service, Inc.
Publication, Editorial, & Executive Offices
99 Church Street
New York, NY 10007
(212) 553-0435

Moody's Industrial Manual

Source Description: Five to seven years of balance sheet and income statement
data, along with key financial ratios for companies listed on the NYSE, AMEX, and
regional stock exchanges. Includes, for each company, a narrative of its business and
a listing of all subsidiaries. Also includes analyses of the various firms ' debt and
equity structures.

24.

Medium:

Publisher:

Source:

Book, updated semi-weekly and bound in annual volumes.

Moody's Investors Service, Inc.
Publication, Editorial, & Executive Offices
99 Church Street
New York, NY 10007
(212) 553-0435

Moody's OTC Industrial Manual

Source Description: Includes industrial companies listed on the over-the-counter
stock market. Provides data such as historical background, mergers, subsidiaries,
products, plants, officers and directors. Also includes financial information and
analyses of the various firms ' debt and equity structures.

Medium:

Publisher:

Medium:

Publisher:

Book, updated weekly and bound in annual volumes.

Moody's Investors Service, Inc.
Publication, Editorial, & Executive Offices
99 Church Street
New York, NY 10007
(212) 553-0435

------ -- - ----- - -- - --- -- - - ---- - ----- - -

Book, updated weekly and bound in annual volumes.

Moody's Investors Service, Inc.
Publication, Editorial, & Executive Offices
99 Church Street
New York, NY 10007
(212) 553-0435



25. Source: Moody's Public Utility Manual

Source Description: Five to seven years of balance sheet and income statement data,
along with key financial ratios for electric and gas utilities, gas transmission
companies, and telephone and water companies. Includes, for each company, a
narrative of its business and a listing of all subsidiaries. Also includes analyses of
the various firms' debt and equity structures.

26.

Medium:

Publisher:

Source:

Book, updated semi-weekly and bound in annual volumes.

Moody's Investors Service, Inc.
Publication, Editorial, & Executive Offices
99 Church Street
New York, NY 10007
(212) 553-0435

Moody's Transportation Manual

Source Description: Five to seven years of balance sheet and income statement data,
along with key financial ratios for railroads, airlines, shipping, bus and truck lines.
Includes, for each company, a narrative of its business and a listing of all subsidiaries.
Also includes analyses of the various firms' debt and equity structures.

27.

Medium:

Publisher:

Source:

Book, updated semi-weekly and bound in annual volumes.

Moody's Investors Service, Inc.
Publication, Editorial, & Executive Offices
99 Church Street
New York, NY 10007
(212) 553-0435

National Trade and Professional Associations of the United States and
Canada and Labor Unions

Source Description: Index of contacts for industry and trade information.
Approximately 6,000 organizations listed.

Medium:

Publisher:

Book, updated annually.

Columbia Books, Inc.
777 14th Street, NW
Washington, DC 20005
(202) 737-3777

- -.-__... __ .. _-~-------_._._._------_._----_._-_._-

Publisher: Columbia Books, Inc.
777 14th Street, NW
Washington, DC 20005
(202) 737-3777

----_ .._--_ . --_ ._ .- ---_. _ .- --._ - _._. ... _- _ .._-~-----



28. Source: NEXIS

Source Description: Extensive financial, legal, technical and popular news database.
Subscriber can search for specific news items by subject, author or source.
Information is classified into many specialized "libraries" to aid in the search process.

29.

Medium:

Publisher:

Source:

On-line information subscription service. Data may be
viewed on line and/or downloaded to a floppy disk, from
which it may be printed.

Mead Data Central
Marketing Communications
Department LL
P.O. Box 933
Dayton,OH 45401
(800) 543-6862

The Paine Webber Handbook of Stock & Bond Analysis, Kiril Sokoloff,
ed.

Source Description: Provides discussion and analysis hints for a variety of industries.

30.

Medium:

Publisher:

Source:

Book, 1979.

McGraw-Hill Book Co.
1221 Avenue of the Americas
New York, NY 10020
(212) 512·2000

Predicasts F & S Index of Cor:porate Change

Source Description: Information provided on name changes, reorganizations,
bankruptcies, liquidations and joint ventures. Part one is in alphabetical order by
company name. Part two is in numerical order by SIC number. Part three is in
alphabetical order by type of event.

Medium:

Publisher:

Book, updated quarterly and bound in annual volumes.

Predicasts, Inc.
11001 Cedar Ave.
Cleveland, OH 44106
(800) 321-6388

- ----- -- - - - - - - ..• - ---._ - - - -_.__._._ ----...._ --- - _.._._ - ----_ . __..._-----_._-~----_._-------

Publisher: Predicasts, Inc.
11001 Cedar Ave.
Cleveland, OH 44106
(800) 321-6388

_ ___________ _ _ _ _ _ _ • ~ n _



31. Source: Predkasts Index of CQfjJoratiom and Industries

Source Description: Index of current information on specific companies, specific
products and industries. Arranged in alpha-company order and in SIC number
order.

Medium: Book, updated weekly and bound in monthly and annual
volumes.

Publisher: Predicasts, Inc.
11001 Cedar Ave.
Cleveland, OR 44106
(800) 321~6388

32. Source: Robert Morris Associates Annual Statement Studies

Source Description: Balance sheet and income statement data, along with key
financial ratios, broken down by four-digit SIC numbers. Each SIC number
breakdown shows data for current year and previous two years. Current data are
further broken down by sales ranges.

Medium: Book, updated annually.

Publisher: Robert Morris Associates
One Liberty Place
1650 Market Street
Suite 2300
Philadelphia, PA 19103
(215) 851-9100

33. Source: Standard Industrial Classification Manual

Source Description: Provides definitions for SIC numbers.

Medium: Book, 1987

Publisher: U.S. Office of Management and Budget
Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

___ _ _ .... • _ _ • n. . _ _ ._ •• •• • • • •• _

--- - - - - - --- - - - - - -- - - - - - - - - - -- - -.._-_.- - - - - - - - - - - - - - - - - -



34. Source: Standard NYSE Stock Reports

Source Description: Provides financial data such as sales, earnings, book value,
dividends and stock trading range for individual companies. Also provides a narrative
about the background of the company, recent events and the outlook for the future
of the firm and its industry.

35.

Medium:

Publisher:

Source:

Book, updated quarterly.

Standard & Poor's Corporation
25 Broadway
New York, NY 10004
(212) 208-8786

Standard & Poor's Analyst's Handbook

Source Description: Statistical industry composite data, including sales, operating
profits, dividends, earnings and depreciation. Data cover over 90 industries.

36.

Medium:

Publisher:

Source:

Book, updated annually.

Standard & Poor's Corporation
25 Broadway
New York, NY 10004
(212) 208-8786

Standard & Poor's Bond Guide

Source Description: Covers over 6,100 domestic and Canadian corporate bonds as
well as hundreds of convertible and international bonds. Includes corporate and
government bond yields, comparative financial data for each corporate bond,
S & P debt ratings, rating changes and more .

Medium:

Publisher:

- - --- --- - - -- - - - - -- -- - - -

Book, updated monthly.

Standard & Poor's Corporation
25 Broadway
New York, NY 10004
(212) 208-8786

New York, NY 10004
(212) 208-8786

--- - - - - --- - - - - - -- -- - - - - - -



37. Source: Standard & Poor's Industry SUTWyS

Source Description: Basic financial data on 36 key industries. Each industry report
includes a financial comparison of the leading companies in that industry.

38.

Medium:

Publisher:

Source:

Book, updated quarterly & annually.

Standard & Poor's Corporation
25 Broadway
New York, NY 10004
(212) 208-8786

Standard & Poor's Register of COfJJorations. Directors. & Executives

Source Description: Volume one: Alphabetical listing of over 37,000 companies
with a description of each business, the address and telephone numbers, and
corporate officers and directors. Volume two: Alphabetical listing of individuals
serving as officers, directors, trustees or partners. Volume three: Indexed by SIC
number.

39.

Medium:

Publisher:

Source:

Book, updated annually.

Standard & Poor's Corporation
25 Broadway
New York, NY 10004
(212) 208-8786

Standard & Poor's Statistical Service

Source Description: Current basic statistics for broad industry groups. Includes
security price index record by industry group.

Medium: Book, updated monthly.

Publisher: Standard & Poor's Corporation
25 Broadway
New York, NY 10004
(212) 208-8786

--- -- ---- - - ------ ---------- - ---- ------ ----

25 Broadway
New York, NY 10004
(212) 208-8786

- - - - ----- -- ---- - --_. ------- ----- -- ---- ------ ---



40. Source: Standard & Poor's Stock Guide

Source Description: Covers stocks listed on all major U.S. stock exchanges. Provides
information on institutional ownership, recent stock performance data, highs and lows
for the past year and over a period of the past 20 years, balance sheet data, debt
structure and earnings.

41.

Medium:

Publisher:

Source:

Book, updated monthly.

Standard & Poor's Corporation
25 Broadway
New York, NY 10004
(212) 208·8786

Statistical Abstract of the United States

Source Description: Summary statistics covering social, political and economic
organizations in the United States.

42.

Medium:

Publisher:

Source:

Book, updated annually.

U.S. Bureau of Census
Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

Stocks. Bonds. Bills. & Inflation

Source Description: Includes charts and narrative analysis of economic indicators
for the past decade. Also gives economic and security market data from 1926 to the
present, such as: various interest rates, equity risk premia, inflation, NYSE
capitalization deciles and indices of year-end cumulative wealth.

Medium:

Publisher:

_ _ _ _ ___ _ _ _ _ _ _ _ _ _ _ _ • __~_m •• _.

Publisher:

Book, updated annually.

Ibbotson Associates, Inc.
8 South Michigan Avenue, Suite 700
Chicago, IL 60603
(312) 263-3425

Ibbotson Associates, Inc.
8 South Michigan Avenue, Suite 700
Chicago, IL 60603
(312) 263-3425



43. Source: SWV€y of Current Business

Source Description: Provides national income and product account data for past
three years, real GNP trends and cycles, regional economic analysis, international
economic indicator comparisons, and more.

44.

Medium:

Publisher:

Source:

Book, updated monthly.

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

u.s. Industrial Outlook

Source Description: Statistical and narrative analyses of recent trends and forecasts
for over 200 industries. Includes analyses of industries' supply and demand,
developments in domestic and foreign markets, employment trends and capital
expenditure trends.

45.

Medium:

Publisher:

Source:

Book, updated annually.

U.S. Department of Commerce
Industry & Trade Information
Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402
(202) 783-3238

The Value Line Investment SU1V€y

Source Description: For specific companies, provides summary stansncs and
narrative analyses by industry and detailed financial data for the previous 15 years.
The individual firm report includes a narrative section which describes the business
and the outlook for the near future. The publication is geared towards security
analysis, but is useful in a wide variety of settings.

Medium:

Publisher:

Book, updated weekly.

Value Line, Inc.
711 Third Ave.
New York, NY 10017
(212) 687-3965

MeGium:
- - - - - - ----- -- - --- -- - - - -- --- -

Book, updated weekly.

Publisher: Value Line, Inc.
711 Third Ave.
New York, NY 10017
(212) 687-3965



46. Source: Ward's Business Directory of U.S. Private and Public Companies

Source Description: Provides listing of all U.S. companies, divisions, or subsidiaries
broken down by SIC numbers. For each firm, lists address, phone number, most
recent sales figure and number of employees.

Medium:

Publisher:

Book, updated annually.

Gale Research, Inc.
Book Tower
P.O. Box 441914
Detroit, MI 48244-9980
(800) 223-4253
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§ 1-9.107-5 Till e 41-Public Co n tra cts, Pro p e rty Ma nage men t

7L,-

Mli.sdl± · i · _•• .1 •• #'0 "

Cha p ler l-Fe d era l Pro cu ~ .

with paragraph (d) (1) in ~ 1- 9.107- 5
(f):

(3) An irrev oca ble, n onexcl usive, roy
alty- Jr cc lrcc ns c in Ow inve n t ions. in
wh ich c a s e p arrutr a ph (d ) of th e Patent
Ri gh ts cla uses in § 1-9.1 0 7-5 ~h a ll be
repla ced with p a r agrnph (d) in § 1-9.
107-5 (g ) ; or

(4 ) An ir r evocabl e, n on excl us ive, roy
alty-free l icense in Inventions cons truc 
tivel y r educe d to practice p r io r t o the
effecti ve d a te of t.he cont r a c t. in wh ich
case p ara gra ph (ell (·1) of ~ 1-3 .107-5 (h )
shall be added t o the Pate n t Rights
Clauses in § 1-9 .107-5.

(D Subcon tracts. (1) The poli cy ex 
pressed in § 1-9.107-3 is a ppli ca bl e t o
prime contracts and to su bcc r; t r a c ts re
ga rdles s of tier. T h c a pprop r ia te Pa te n t
Hi gh ts cl ause prescribed by t h is su bpa rt
shall be In clud ed in all subcont racts hav
ing as a purpose the cond uct of experi
m ental. d eveloprn cn tul , or r es earch wo rk .
In general , the Patent Rig·hU; clause in
the p ri m e con t r ac t, wi th the exce p t ion
of the wit.hhclding r.rovis ion . 'ivill be ap
propria t e fa , inclu sion in such s ubcon 
tracts. Whenever t h e prime contractor
or a subcontractor considers the in cl u 
sion of t h e Patent R igh ts clause of the
prime con t ract in a subcontract to be
incon sis ten t wi th the polic y exp re ss ed in
§ 1-9.107-3, or <1 subc on t ra ct or refuses
to accept D. Patent Ri g-hts cla use in his
subcontra ct , t h e matter shall be referred
to the a gen cy co ntra..cting officer fo r r eso
lut ion prior to the a wa rd or th e su b
contrac t . Up on such r ef erral , t h e same
co nsid er a ti on s and procedures f ollowcd
by the contracting orucer in setcc t in a the
P at en t Rights cla use includ ed i n the
pri m e con t r a c t shall he use d in s elec ti n g'
the Paten t Ri g-hts clause to b e inclUded
in t he sllbcon t ra ct .

(2) C ontractors shall n ot use their
abili ty to a ward subcontracts :IS CO,)

n om ic lever a ge to a cr;ui;'e ri Ghts for
thr!l1scl\'e s in th e 111';(:nti on5 re sulting
f ro m subcon tracts.

( g) Pu bl ica tion 01 in ve n t ion d isclo
sun's. T h e Pate nt 1? i:;h ts cl~luses of
§1 -9.l07-5 [lnd § 1- !J.107-6 3;Jcci fy in
parn g-r:1pIJ Ie) (·u :1l1J ( 1) (~ ), rc spec 
ti\'ely, tl1:1t the GO\'Cl"lJrlh'nt :lUY d np li
cate and disclose in ventio l1 <..! iscl o r ,t1 re s
re'port ed U1:dc r ill(' con tract. Ho":e\'c r,
the publica ti on o f thc in form at ion in
an illH'll ti OI1 d i s cl o~un~ by any jJ:' rty
before th e filill ~ cf a patcllt a p pli (:atiol1
In:lY n eate' :I b:11' to U:c fil i r: r~ ()[ f o reign
paf.l' llt l1 JlP l i c :1 ti ()n~; . '1'11e a ~~ency 1ll:1:,' .e
strict the publicat.ion of such in1'unna-

li on by t h e contract or In order to p ro
tect t h e in ter es t s of th e C ovcr n m ent or
the con tractor in ob ta i ni ng foreign pat
en ts bv adc! in r.:: t il e na ra grn ph p resc r ibed
by ~ l - Ci .l 07 -;; Ci) ( 2 1 a s a cc nsccuu vcl v
n umbered ;) ~~ragr:) ]Jh after p ar graph (e )
(oi ) of the cl a uses of § 1-G. I07-5, and
a f t er p aragra ph (0 ) ( ::: ) of til e clauses
of ~ 1-9.1 0i-G. W h ere t he contracto r has
been a u thor ized to file fore ign pa ten t
applications . the a gency may desire to
re strict its public a t ion of the in form a 
t ion in ti le r elat. ed invention d iscl osu r e
in or der to prot ec t the filing- of such
for eign a pp lica t ions by the contractor.
In this eve n t , the sen tence in ? 1-!U 07-5
(iJ (l ) should be added t o paragraph (e )
(4 ) of t he P a t en t R:ghts cla uses in S 1- 9.
10i-5. an d to paragraph (b) (:l j of Paten t
P" j g~1t S cl auses in ~ 1-8 .107- 6.

(h) Decia ti on s, Any departures from
t h e p ol icy , p rocedu re s, and clauses of
th is subpart sha ll be Subj ect to the pro
visrc.n s of § 1-1.009.

§ 1- 9.1 07-5 Clauses for dom estic con
tr-acts (lon g f orm) .

(a) Patent fl i gh ts cl ause-Acq:Li si t io n
by tiie Goc ermne nt . W h en the a gency
has det errniried th a t a con tr act ra lls
within § 1-9. 107-1 ([1. ) (2), the f oll owing
claus e shall ce includ ed in the con tr ac t.

PATEN T S RIG HTS-ACQuISI TI ON Hi" T HE

G OV ER:-:,.lENT

( n ) D efi n i t i o n s. (l) "Subject I nve n ti on"
rn ea n s any m vc n t to n or d tsc c verv of t h e
CO:Hr~, c,or conceived or fi r s t actu:<ll ~' reduced
to p r nc t icc i n the ccurvo o f o r u {1ccr t h is
ccn trnct , a n rt mcludc s ~:: y a r t. me t hod, proc
ess, m a cn tne . ruun ur actu r e , des tg n, or c orn ..
p os t t ton of ma ctcr, o r any n e w and useru l
Irn provcmcnt thereof, c;. r a ~1 Y var: e t y of plant,
wll L: ll 1s Of m.~y be p a ~e !1 t ab l c untie :" the
P rlt CYl t Law s of t he United S t ates of Ame r.l c~

or n~lY fo re ig n country_
(2) " Co n t r a c t" m e a n s c ny eon t ca et, a gr ee

w en t, hrant . or o th er a r:-n n gcmcnt, or su b 
C(ln t r~ c~ e n te r ed !nto Wi t~1 or fo r t h e benefi t
or" tl'!c (io rcn ur:.cn t whe re [ 1. ?t1rpo~e o ! t h o
contr~c t 15 tl~c co n duc t o f c xpcri:n ent:tl. d e 
vclo pn1(, 11 t..~ll. o r r c.se3 rch \\."o ri{ .

(3 ) " S L\ t.cs nn d d onw ·; t :" n1tlnl,tprll co v 
er:llJ·lCn ts" !1lr~,ns th ~ Sta~c5 of the Unltcd
S t:l.t(·s . the Di :-t :lc t o f (; oltltnbta, Puerto Rlco~

t!1 C V l r i:ln I sl :l.n cls . Arnertcan S~nl0a. G u ~nl.

the T ru:;t Tc:r~ t,c.lry o f l he P n.c l f1 c I sLl n d s,
find :<:lJ' poll t: cal stlbd l',l slo ll nnd age nc lcs
thereof.

(4 ) "G overn m en t n,:;ency " Includ es nn ex
c cull "e dCp; "tftlllent , In clepc 'Hle n t comm!c,
S tO!l. l)o :\r d . o nicc, n ~~ncy. ndnl !n1stra t lon.
n u t b o r l t y, (l L) \,Cf n l \l l-Ilt cO fl ' ~ )rn tl o!1, or o th er
GO i.-' er nl Ul' llt (> stnbl1!,hrnent o f the e xccu tl vo
u r a n ch ()f th c Government of the Uni ted
Stn : " s o f Am erlc".

(5) "To t h e p otn t of p rnct tc x!
m ea ns to ll1ann f:lcture In tlw ,' .'
p osi t to n or prod ur t . t o p r ac t :,· ; .
o f n p rocess, o r to op cr a t c i :~ .
m a c u t u c u nc l undcr :-:' I.(('h ('l .. : ·... .

est:<hli sh t h a t t rc 111,··-," : :0:1 L
and tn a t its ocr..c uts a r c r ca s :; ;·. .
ble t o the p u bt ic .

(h) Alloer-I;o " 0/ p c: ;/ ei p a l r:
sign 7H c1~ t to t. t:c G ();·CT :r7i1Cnt . :- ~ .

a grees t o ~s 3 1 F n t o U:c Go \·e ~ :. ·. : ~ ·

tire right . title , a rid l ! ~~ Cr ~.:3 t. : :~u

world in n n c; t o eac h ~ ~: ~) J e :~ t. : .
eep t t o t he exte n t tl:a, r i ~ L : ~
b y t h e Con t:- 8.c t or t1 ~:de:- p ~i.n1 ~ :- ~·

ari d ( d ) of t hi s cla u se.
- .- 12) " ·C ·r catc r r~ gh : s cf e tc'j r:: ~-~ : · ·

Contrnct0f or th e e: ~: pr() y ('e- : : " '

a u t h or iz a t ion of t h e C0 n tra c t c :-

fl~:;:;:ri:~~:\~~R~';~~ :~~;~i::~L
o f 4 1 CFR 1- 9.1 02- '3. :\ r eq ues: .
n ati o n whether ~ hc Cont:n.c:.,:.:"
ployee - in\Oen t cr is t: n ~_ :: ~ ed . tc

~~~~~~c t~~~· t~ff:;~t~; ~l : ~~1:C~ l~~~~.~;
d isclos u re o ~ the in ··;e :~: ~ ~ :1 p u r..';
graph (e i (2) (il o f t r.i s : ;a u .sc .
t h a n 3 m ont n s tL1f? :0r:.:·: e r, 0 :-

r~?~i~~:rf;:Eo:t :~~~~~~:~;~-:., :
s U l.' !l.1 i ~ t ed f o r 3. g re r-:. t E' ~ r igh \:s ':'.:
i3 s p e c i Jie d 1:1 ~ l CF~ ~-9 . 1 0 ~1 '; ..
minati on of c; re~:e: r i g~ ts 'U:,'_:_
t r ac t n or m a n y shai l be subject. - ~

(c ) of t h is c l a use ru ~ d \.0 :;le res:: "
cond i tions d eem ed to b e app::-~ : 
agency.

(C) i\fini ml£ m r igh ts c cq u i r c .-:! ,..
er n m ent . \Vlth r espect :0 er. c r,
vc n tt c n to which the C>::!". : rn.c~, J.- ,
cip ai o r e xcl u stve r i:;:H ;;. t rie Cc:: ::-

( 1) H er eb y ~r:> !:ts t o t nc G ,
nonex clu s ive , 11or. t :-an::: : era b1.; ,
ce n sc to n"late. usc , :; :;.d ~r: :' l e~~= :-. :.
ve n t !o n. throug h out t; ~ C' ·,\:c rl d b ::;
or t h e G ovc: r n m c r. t o r :;;e Un i :.. . ~.:.

elUd in g any G(Y'; C rn ;';1 e :l ~ "\gc n c ~:

and d o:n cs t.1 c r..1Urt !c:lp:':.:' b 0\'("r:l ~, < ·

(2 ) .c\r; rccs to ~ r:l.!l t t,::> r eSIle ;
ca n t s , 't~P ()i1 r c q u c :; : o f the- Go ·....: :-:
cense OIl t~ rrn.s tl l ~ t ~r e r f::l.s o n a : ' .
c irc u m sta n c e s :

(I) Unless t h e Con t r~ctor . h: '; : .
his nss1 rrne~ dC !n (; ll~ t ra t e$ t e· t h e l~

t hat c!i~ct1v c s te p ;·; l1 ;~\' c hee:1 ;. --~ .-:
3 years nt:.c: no 1"; ~ ~ ~ I ~ n :. L~ : ; ...~ :; en .
tlon to b rln z thr.: lI J ';cr. t~ ( 'jn to :.: .
prnc tt cn.l r. p pltcat1o~l, or t=l n t t : : ·
has bce n n"lnc,f; n.vailar) le fo -:- l : r. c r~ : "

f re e o r on tcnn:=; U~ :lt i"lre TC: i. :, :~ : ·

cirC ~lIn 5t!\U CC S, o r ca:l stow cf'. ~ :

nr1 n clp n l o r cxcl li ~:h'l'; rl ~ :ht!l L·~ "' ''' . ·

t.allH'u f er l\ !nr t t.cr !J0rto ... l o ~ .... :: :
(11) T o the e :H e n t t h a c t1I 0 : :: .

r equ Ired for puhl\<: ,,"c hy gov ~ c ;:: _

u l l\t1on s or 1\'; may 1.le ne ('e~'f\ r y V, '
li e health, saf e t y or we lflU'o TV "

.... .... ,) , vuuIJ I,.U \.." \...lu Yc n ~ uh\lH, !l1 ~l. Y d np li 
cate a nd d isclose inve nt.ion <..! isdo:.u res
r e-p ort ee! Ul:[le r t ilr CO llt rnct. H o,,:evc r,
t h c public:1tioll of the information in
nn illH'ntion di scl osure lJy n n y ]J:~ rty

bcfore the fi l ill~ cf a patcnt :1pp li cal. io l1
In:lY crea te' (1 b:11' to tl :c f1lir: r~ of forei l;n
p:1t.rnt I1Ppl ic :\ U ()l1~; . '1'l1C :l :~ ency m:1j' ,'c
strict the publica l.ion of such in1'urma-

. _ _ . _ , . . . ..... " ••• ...., <-10 . \.. l U ;1oJ ll.

t h e Tru :;t Tc : r ~t,ory ot lhe Pncl!1c I s la n ds,
nnd [\!1} pollt:c:ll subdt-.-lslon a nd a ge :1cl es
thereo f.

( 4) "Govcrnment n,:;en cy " Incl udes nn ex 
c cu t1\·c t!C' partll1('n t . In d e p e n d e n t conl n1 1~ ..
sl on. bo~r<.! . o ntce , ng ~ n \"' y . ndnl tn !st ra t1on.
n ut ll o r l ty . CiO yefn Ill f'll t COrr ' ()r n tl o n , or o t he r
G l)Ver n:lll'll t (' s:'nlJll ~,hInen t of th t' cx cc u tl vo
urancll o[ the G o ve r nmen t o f the United
S t n:"5 o ( Ame rIc" .

tlon to brH~Z th r: 1I, \"c r. t ~on t o : :.
prnctlcnl np r ll c a tlO:l , or that t " ·
has b cen n~l n <! f; availah le fo-:- l1~c r~ : · ·

f r e e or o n te n n :=; t~~ :l t arc r c ;\:;:.;. : .
c lrCU ln s t !\ U c CS , or <::\ :-1 s}:ow C fo. ~ :

pr1 n c l p n l o r CXC lli~·: \\"I'; r! ;:h ts !..~ ,.

t 41. 1tH'U f or n ! l1r t t ,c r p <, r lo...1 o ~ !..:: :
(11) T o t h e exten t t h :>c tl, n :·C·

r cqt:lrcd for p U h l :" tl!,C h y go v ~ cc c: .

u ll\t1o ns or n~ m ;\y be tlcce::;.<.: n r y 't.' .:. ~

li e henlth, safety or we lf lU'o n ," \:
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§ 1-9.107-5

41)3

Chapter l-Federal Procurement Regulations

(5) "To the point of prncttcrvt appllcn.tlon" other publ!e purposes attpulntcd In this
means to ma nu ruct urc in the cu.«: of n corn- con trnct:
position or p rod u c t .. to practice In the case (3) Shnl! submrt wrf tt.o n reports at rca-
or n. p r occsx. or to operate 111 t hc case... of (\ sorinb lc intervals upon request of the Gov-

machtnc u ncl u nclc r such (011<11 I inns as to crn mcnt d ur lnj: the t cr rn of the pn.tcnt on
estnbtlsh that the i uvc n t to n 1,; brn u: wor kcd the Subject Invention rc!;"rd1 rli:;:
and that t ts nc ncn ts are rCl\sonalll',; uccesst- (1) The commercial usc t hn t is llein,:; made
blc to the p u bl tc. . or is intended to be made of the Invention;

(b) ,tllocatiou 0/ pr inci nal riati is, (1) .15- and
stgnmcnt to the Go/'crulllcnt. The Co n t r nc tcr (il) Tho steps taken by t he Contractor or
agrees to n,c:sH:n to the CiOVC:"IlIH(':lt the en- his transferee to brine; tI}C tnvc nt io n to the
tire r tg li t , title. n ncl lntne,', throu,:i:cut the point of practical application or to make the
world in a n cl to eac h S~tb :c:::t l nvc n t i o u. ex- Invc n t.ton available ror ll cc nsfn c:
cept to the extent t h n t rights fire retained (4) Agrees to rct u n d an, a rn o u n t.s received
by the Co n t.rnc t o r under paragrJ.phs (b ) (2) as royalty charges on all~,,··SUb:l'C: I:lvcnUon
and (d) J>f n.~.~ (:< ..~ in p rocureme nts ~or or on bcl1:l1:' c: the Gov-

~=.~ C;reater ri(?hts ( rt: l ".i._,_ , "~",.J, The "',ernnlCllt and to p rovi.;c fer t n a t r efu nct in
Cou t r ac tor or the (,llu'd:-\\·i..~(,--ln\"f"!1t0:· with u ny l n s t r u rne n t t ra usrcr r i ng r;;;hts to 8.:1y

a tt t n or ivn t io n of the Cont·r~('(or m.vv re t at n ?~rty tn the Invent.ion: and
greater rights t h a n the 110i:cxclusi\·C license I (5) Agrees to provide for the Govcr rr-

I.:,

providcd in par~~rapl1 (d l of this clause /!11~nt's paid-up l icc r.se p urs un n t to para-
In accordance \\'t(ll the prOctdUr~ ~\ltl crucna :~ra()h (c) (1) 0' t h ls c lnusc in o.,~ 1, ,-,-
of 41 CFR 1-9.10~}-G, A request for de t e r mt- /0 .. l. ~.... .. • .. .. ,-uy .15 ... U

rne n t transferring rii;l'lts in a Suh;ect In v c n-

nation whether the Contractor or the em- / i -t on a n d to provide for the ~r8.r... :ing of 11-
ptoyee-Lnve nt or is entitled to r c t a i n such censcs as r ccuircd by (21 of this .: l3.11Se , and
greater rights m u s t be s'ub ml t tcd to the/ for the reporting of u t il iz a t lon i:-:.:ornla:ion
Contracting Office r at the t irue of the first! as rcq utred by p aragruph (c) (3) of :':-;'1s

r.
disclost~rl' of the Irivc n t i c n p u rs ua n t to paraf cla.u se whenever the i ns t rume n t transfers

"~ graph (e) (2) (n o; this clause, or no c Ia ter principai or exclusive rights In any Subject

I
ii, than 3 months tncrcnrtcr. 0, such longqr Invention.

period as may be a u t hortzcd by t n e Contrnci"
'. mg Officer for good cause shown in "\-!'ltin~ l~otbing contained in this para craph (c)
1\;,,' by the Co n t ru c t or , Tl,e t nror rnat ron to b1 shalt be deemed to grant to the Governme n t

sub ml t ted for a g re a t.er !'i~hts dcterr..llna.tiOTI\ any 7;ights ","lth respect to any invention
is specificd in 41 CFR 1-9.109-G. 1O"c11 deter- other than a Subject In";e"tlon.
mination of greater ri;;;hts under this con- (d) ~~linimumrightstotheCont"r(!ctor"(1)
tract norrnallr shall be SUbject to par:J.g:aPh) T:...e Contractor rese:v('s a ie7.:ocacle. n0~ex
(c) of this cl:luse and to tl1C rcse~~>·C!.tiO:15 ae.d elusive, rOy3.1ty-free lic"::11se in e:':.ch o.:\tcnt

), conditions dC8D1ed to be appropriate by the! ap:;lic3.tion filed in 3,!lV COl~:1l:rV on a Si~biect
",\ ocncy. _--.// Izp:ention and an": r(,s~l1ti:1<::: D;'te~.t In ~.\·h:ch
1",---- (C.l,i~ 0' .. ~~,.~ a.cqu1Tca O~j tk-c-'·Gov- the Government 'Hcqu~res ~itle. T:~e lic'2!1se
• ernmcnt. 'Vltll~t·-t-o-c;-rrch"-Si..lbject In- shall extend to the COIl'tractcr's domestic

vent10n to which the ContI"3.c:or ret.ai::s prin- subsid::--ries 3.nd affEi2.t8s, 1! an;. ,;vithin the
cipal or exclusive ri~hts, the Contrac:.or: co:po:-ute structure of v.~hich :l1e Contractor

(l) Hereby grants to the Gover!1!":1ent a is a part and shall inclt~de t~e right to grant
nonexclusive, nont:-8.I1sferable, pa~d-up 11.. sublicenses of the s::trr:e SC:YQe :0 :he exte:lt
cense to melke, usc, and ~ell each S'..lbtect In- the Contractor v.,'US lE:~all';" obl1S::8.t,=Q to do so
ventlon throughout the ~.vorld b}' or ori behalf at the time the contract" v.-as -u?;3.:dcd. 'The
of the Governrnent of the United States (1n- license shall be trans:'era":Jle on I";" wi:.1-1 3.D-
elUding any Go,,·ernrnel:t agenc:n and States proval of the agency except ~.heY1 ·:ransferred
a.nd dOITlestic municipal governments; to the successor of th[~t P<.\.ft of the Cor:trac-

(2) Agrecs to grant to resnonsible annli- tor's business to which tne invention per-
cants, upon request of tl1e Go·vernmcnt.'i 11- talns.
cense on terms thfit are reasonable under the (2) The Contracto,'s nonexclusive domes-
circumstances: tic license retained pursuant to parag7~ph

(i) Unlcss the Contractor. hts licensee, or (d) (1) of this clause m~y be re";oc:ed or
his assi~nec dcnlonstratcs to the Government n~odincd by the ager.cy· to the e:--::ent !":.l?(;es-
that errcct1 .... e steps have been tD.l:en within sa.ry to achieve expeditiOUS practical apDi!c~-

3 years after D. patent issues on such Inven- tion of the SUbject Invention ur:c.er 4i CFR
. t10n to br1ng the invention to the point of 101--4.103-3 pursuant to an appl~cation for
practical application, or that the invention exclusive license submitted 1n n.ccor'd~nce

has been made avatlable for llccnsln::; royalty- wlth 41 CFR 101-4.10+--3. This ll2C:lSe shClIl
free or on terms that are rea30nni>ie in the not be revoked in that f:cld of use and/or
circunlStnnccs, or can show cause why the the gi;ogrn.phlcal areas in 'l;vhlch t:~~e Contr:lc-
prlnclpo.l or exclu~-il~lC r1~~hts should be re- tor has brought the 1r:';cntion tc the Doint
talncd for n. further period of time: or or pracLcal appUcat1nn and conttnt:.es to

(il) To the e;<tent that the in-;ention is nlake the bene!1ts of the inven:lon rca~on-

required for pubHc usc by goverllmelltCLl rer;- ably ncccssibJe to the public. The Contrae-
ulntions Clr n..' mClY he nece,",sn.ry to fIll i~ll pub- tor's nonexclusive licen~e in any f"reign
lie health, safety or welfare needs, or [or country reserved pursunnt to paragraph

I

)'vcrnmcnt agency" includes an ex
e p a r t m en t, inclC'Llendent COnlmis
rd, omce, ac;ency, administration.
I Govcrnr:1f'nt corporation, ur oll~('r

'I1t establishment ot the excclltlvo
r the Government o[ the United
\merlca.

ntre cts, Properly Management

t.he contractor In order to pro
Interests of the Government or

tractor in obtainiru: Iorcinn P:1.t-
adell "Ie pa rag mph pre:;criiJec!

).107 , (:~ I :1.,'; :1. consccutivr-Iv-
cd parnrrraph after parnap!l (e)

the clauses of ~ 1-(J.107-5, and
aranraph (b) 1,2) of the clauses
.107- G. Where the contractor has
l.thorized to file foreign patent
.10IlS, the Cl::L'!1CY may desire to
its public.u ion of the informa-
the related invuntion c1isclo:iure
r to protect the lilinr, of such
applications by the contractor.

event, the scntcncc in ~ 1-3.107-5
hould be added to jJara~raph (e)
'ie Patent Ei:;hts clauses in ~ 1-9.
nd to ]Jarai~Tapll ib) (2) of Patent
.lauses in ~ 1-G.I07-6.
ieoiai ic ns. Anv departures from
ley, proccdurcs, and clauses of
part shall be subject to the pro
If § 1-1.009.

17-5 Cla usr-« for dome;;tic con
zts (Ion;:: form).

zten: Rights clause-Acquisition
GOV?Tnment. When the agency
~rmmed that a contract falls
ll-9.107-4(a) (2), the followinz
:1all be included in the contract.
TS RIGHTS-:'\CQnSITION BY THE

GOVERN:,lENT

'finit:ons. (1) "SUbject Inventlon"
ny invention 0, discovery of the
)r conceived or first actually reduced
ce in the course of or under this
and ~nclL:dcs [tIl:; art, method. proc
lIne. manllfacture.. design, or com..
of In::\.{:~cr, or allY ne\v and t1seful
lent thereof. or ?-ny variety of plant,
or may be P:1tc!ltable uncler the

m's of the United St:ltes of America
'eign country.
mtract" me:lns any contract, agrce
~nt. or otber ::lrrangcment. 0::. sub
~ n ter ed into '",'.'itl1 or for the benefit
>vernmcnt whe:'e a nurnose of the
:s the conduct of experiinental, de
tal, or research work.
ates and dor:;cstlc munlcinal gO\'

" means the States of the United
e District of Columb1;\., Puerto Rico,
1 Islands, Alnericn.n Samoa, GU:1TI1,
: Terri tory of the PucU1c Islands,
political subdlvis10n and agencies

:\!! ?'

41)3
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tory notebookS), r ccords u,.-, ,!
t h e C o n t ractor rc l ~\ ti ng t o t~ : _
fir s t a c tu a l r edaction to 1''' :.''
tt o n s In the F :"I.:":1C f~ c l d of ~- '~ ' .
work under tnts cont rr~ ;.::

wl1ctl1cr a ny such i n ve n t ~ c ' ::

I n ven tlo n s I.! the c cmtrnc tor

to :
( I) E s t :.bllsh the p r oeec.c:: ::

(e) ( 1) of t h is clau se : or
'(11) ]vl :ll n t al n ,,!ld fo ll o w S "

or
( ill) Correc t o r ellmlnn; ·:

ccn c ien cv in the procedu :- ,: -~

( 30 ) d :.y s a f t.cr the Cont r o,, ::
fies the oourractc r of sucn ~" ' .

(h) W ithho ld i ng 0/ p cy ;: ;
c ab l e t o S:! bco,, : eccts ) , (1 )
fi n nl pn.:;n lent ot t h e P.~:o · ~ ::

tra c t . t l 'i. c C C!l t r a c t i n g C ~ .. ·
d eem s such ac t1o;~ war r n n tr:' .::
m en t un: !l a r eser ... e n o t '. :-:
o r 5 p erc ,?n t o r the arnou n t : .
which evcr Is le s s . sha ll 11,,'; 2
if In ti ts o rl!: lcn t he Con t" , ·

n ) E st :>. 'bUsh , m:~~n t:11r.. , r:. .:. .
ttve p roced u re s fo r i d e n t;11.:"
tri g Subject Inven ti ons r'-: :
graph ( e) ( : ) of th Is datlc '~.

(11) Disclcs~ nny Sub jcc':
su a n t to puragr (l.ph (e ) (2) :, ' .
or

(III) D c ll ver a c ce p t a ble
pursuant to p a r a gr upn (e .
cl a u se ; or

( tv ) Provide the tnrorrr..
subcontrr,cts p ursuant t o p r.r ..
t his cl ause.

T h e r e se r ve or bal:. nce s ~.

u n t il t ho Contract ing O lr.,: , :
t hat the Contr::..ct o r h a s : 
d e fic ie n c ies exist nrod h~s : ~

ports . d lselos'..lres. and cL' cc :.
qulrecl by this clause ,

(2 ) F in al payment u r. ~' : ·
s h r..H n ot b e made b efor e ~ " '. -;
Hyers t o t he C :;nt r r~c ~ln :; I~ . •

sures o f Sub jec t I nv en t :c. "
p ur a gr :t r> l't (c) (2)(I) or t:.., :,
a c eep tnh le final r ep ort p '.:: .
(Ill) of t ll is clause ,

(3) The COiltra~an l; 0 :: c.
dlscrc t l:Yn. d ecre a se or 11: '
wi thheld u p t o th e m a; ': :: '
a.b ove . It t h e Contr~~c to r ~ : :
~ Qntza.t.ion t h e m :". Xi ! D l1 !n :-- . .

b o wlthhc ld unGer t h is p c,: ..
exce ed :::50.000 o r 1 p e rc:e"-:
thi :> (" on tr:l.ct w h tchc \'c r 1:0;
s h nll be wl t ll h el d under n .: .
t h e a m ou n t s pccl ~icd h y '.
be in g w Ithh eld u nder o t.h e e 
co n t rac t , T he wlthholdl r:.·
o r snt)!;c q uc nt p :l.y r'i)c :-.t. :'- : .
con~t rt1 [,(1. a ~; n. w a iv er o r ::-~ : . .
to tho (r f)vc r n rl1c n t. unl!l.:r :..

(I) su bcon t r ac tS. ( 1) F ' ,;
th is p nra! ~ rapll t he V ·c: ..
m en n s tho p nr t y r, wnnllll '; 'c '
tho term · · ~ubcon tr n t.: t(.J r " .'

j
t

( 11 1) A fi nal r c p o r t ! with In 3 mon ths a fte r
comptc t.to n of t ne co ntract wo r k , li sting all
SUbj ec t Irt vc n t ro n n O r' cer ti fy in g tha t cner e
we re n o s uch m vc n tto ns.

(3 ) T he Co n tra c tor ,;h all ob'.~ 'n paten t
a g re e m en ts to E'i! cct U:1. te t 11C p ro visions o r
this c la use from a ll persons in h is em p lo y
who p crfor m fi ny pa r t of the worl; under t h is
contrac t except no nt ech nic a l p e r son n el. such
as c ler lca l err.p Io yccs a n d manual laborer s.

(4) T he Co n t r a c t.or n1!rees t.h at the G o v
er n rn en t rn a v d u p lIca t e a n d d isc lo se SUbject
Inven tton d rsc to su r es and all other r en or ts
and papers f ur!:.LiLed or r co utr cd t o b e" fur
n ish ed pursuant to this clause .

( f ) Fc r tc it utc 0/ rights i n unrep or ted Sub 
jec t lnl:c nt ions . ( 1., T rie Contractor sh a ll t o r 
feit t o t h e G ovcr n me n t a ll r igh t s i n a ny
SUbject Ln ven n o n which h e f a tls to disc lose
to the Co n t ract m g O;Uc er within 6 m on t h s
a fte r t h e t im e h e ;

(I ) F iles o r causes to b e flie d B United
Sta t es o r i orei£: rl a pp ll ca t lo n the reon; or

(11) Subml~ t rie fl n a I repor t requir ed b y
parngrr.p h (e) (3 ) ( i ll ) o f this c lause, Wh ic h 
eve r Is l a ter.

(2 ) H o wev er . t h e C ori t r nc t o r s h e ll not t or
felt :-Igh t s In it S 'l b j ~ c ;; ~ nvent lon If. with i n
the time s p e crn e d In ( 1) (I ) or ( 1 ) (11) or
this p a r a gr upn (f ) . the Con trac tor:

( i ) Prepare d a written dectsion based u p on
a r ev iew of t he r ec ord t hat the m ven t ton
was n e i tncr con ceived nor first actually r e
duced to pra c t ic e In t h e course of or u n der
t h e contrac t; or

(II ) Co n t endin g tha t the i n ve n t io n Is not
a S Ub ject Ln v e ri t lon, he n evertheless dis 
cl oses the In ve n t ion a ri d a ll fa c ts p ertin en t
t o his c on t e n t ion to the Contracting Officer;
or

(111) E s t a b li shes that the tnllu r e to dls~

d ose did n ot r esult from h is ta.u l t or
n egli ge n c e ,

(3 ) P ending writ t en a ss Ignment ot the
p " t ent p.pp llcaticns and p:ttents on a S u b 
j ec~ lll\'ention d ete rm!l1ed b y the Contracting
OILcer to be fo:-fc ite d (s u ch d e te r m ina t ion
t o be a fin nl d e c!;;[on unde r the D lsnu tes
Cla use) . the Co n : r a ctor "hnl! b e d ee m ed to
h ol d the In \'c n ;;lem and th ~ paten t np pllca 
tlon s fi nd pa. tC:1t.:; pCr ~:llnin !! there to in t rus t
for thc G o vcr n " , e:l t. T h e forfe itu re p rcwl s lo n
of t ll is p flm;::r:. p ll ( f) s h:'. !l be In nd ellL!on to
n n d s ~~~ll n o t st1p c rs~' d c other r igh ts and
r e m ed lcs w h 1ch t !le G o\'prnme n t m a y h nve
with rc ~p l'ct te S ubjec t In t'r n t l on ~ .

. (g) £ .m m in at ion of r ,' co r ris r el ating to
' ll I' C1l t lO n ... ( 1 ) T he C o n trnct.lng Oflice r or
h !s flut h orl:,:cd r e p r e c ll t n tlv" u I'lt.lI t llc c x
pl r a tl t1 n o f 3 ye:lrs :lrtcr li n:. l p ny m cn t un der
thlc, cOl1t r ~. c t ~h r. ll h ave t he r l!;h t 1.0 ex:.m lne
a !1Y bt1oj.;~ ( In cJud ln:; b bora tory n()t~hoo':g ) .

re eor a s . c!oc u l11 e :l tg. [\l1d othe r ~uppor tlng

dat n. o C the COll tr :\c.tor w~l l~h t h c Co n t r a c t 
!n c; O IT,c c r r e " ':nJH\ h ly C!C(' !llS p er ti n e n t to
tho <Il,' c o \'cry o r !<1 c :lt ln c :.t!on o f Su h Je ct
Jnvc1\l h'l ll ~ t i.. cit' t(' r rn ll1t. ' ("n Jn pJL~\. nc c w1t h
t he r cq\1lr c1\lp n t s Gf t h is c l n l1 ~e .

(2 ) 11 ,c Co n t rn ctl n r. Om cc r shnll h nve t h e
rlsht to r e vi ew nil b ooks i 1nclu tlJ ng Inbora-
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, Ai:cncy m ay sp<'l'.lty fonn.

(d ) (l ) or th is c tnuse mny be r ev ok ed or m od
lfi cd at t he d i..cr c tj o n of t.h e n,;enc y to the
e xtent the Co n t r ac to r or 11i:-; d o rn cs t.Ic su bstu 
tar res or /l frl1 h t~s nuve [" lIcd to ac n tc ve t h c
p ract ical ap p n cru ion of the in ve n t-ion In that
iorcicn co u n try,

(3 ) Berore moot nc ntron or r cvocra t Jon o f
the license, pursuant to par:tgrr.;> h Id) (2 ) o f
this clause , in c agency s h a ll f urn i sh t he Con
trac tor a wrtt tc n not1ce of i t~ t n te ntron tc
modify or r e vo ke t he l tc ens e , a n d the Co n 
cractor s h a l l be a ll owed 30 days (o r su ch
longe r p er io d as m ay b e a u t h or ized b y the
agency for good c a u se shown In " ';rl~lng by
tho Contra c to r ) a fter the n oti c e to show
cause w hy the l lce nse sho u ld n ot b e modified
or r e vo k e d , T h e Co n t.ra c to r s h a ll h a ve the
r igh t to appcat, in a ccordance w i th pro 
ced u r es p r csc r rb cu by t h e a gency, a n v d eci 
s ion cori c e r n tn g t h e rn oc tn c a t ron o r revoca
tion of h Is l ic en s e,

( e) I n oen t ;o n , iden tifica tion, disclosu re s,
an d r epc r t s . ( 1 ) The Co n t r a c to r s h a l] es tab 
li sh and ma in t a in active lind effectl , e pro
ced u r es to e n s u re tha t St~bJcc t Iln· e !.l~ ~ons

a r e prornp tty identifie d a n d t.irn et v dtsclos cd
T h es e proc e d ures shall in : lu d e 'the m:?Ln ~
te nance of laboratory n o t e ocoxs o r eo u iva 
len t record s and a ny oth er re cords t h at are
r e a so n ably n e ce ssary t o document the con 
cep tl on and / or the firs t ac t ual r e d u c t io n to
prac t ice. of Sub jec t I n ven t io n s . a n d r ecor d s
wrnch show tr.at t.hc p r oced u r es fa: ~dcnt1fv

In ; a n d d isclos In g t he inven t.to ns a r e fOI
lo wed . Upon r eq u es t, t h e Corrt r ac to r sha ll
fu r n ish the Cont racti n g Off!ce r a dcscrro t ron
o f t h ese p r ocedu res so t ha.t h e may ev at u a t e
an d det erm in e t hctr effec t-I,e n e ss ,

(2 ) T h e Co n t rn c tor s h3.11 fu r nis h t h e Con
tracting Officer :

( I ) A comp le te technical di sc losu r e fo r each
S u b j ec t Inve n t ion within 6 mo~ths a fte r
coneept! Oll o r fi rst actual re d u c t lon to prac 
t ice ,t'hlche ver occ urs firs t In the COllne of or
und~r the con tr'~c t , b n t in :Jo ny even t prior
te any on s;de. pUblic use. o r publication o f
such In\'entlo ~ know n t o the Contr a ctor , T h e
d l ::: c l o s u r e shZl.111dc.!.1t1!y t he C" c :lt r ac t ~nd In
ven to:- and sha ll b e s l.:ffic!entiy co rn p le te In
t ec h ni ca l d e Ca ll anti ar>pro p rt :.te ly !!lustr a tcd
b y sketc h or elL,!,r,,:n to con 'l ev to o n e ' kil led
In the ar t to wh ich the Inven'Llon Dert"lns :l

clc :lr un d ers t :.n d l n :; o r t he na t ure'. pu rpose.
opcra t lo n . and. to t h e c xt ent k n o',vn . thc
p h ys IC,\]. ch em k :ll , b io lOGica l. o r e lectrical
ch:'l m c terls t lcs of the In vel ' lIon;

(II) In t e r im r c por ts t at least e ve r v 12
m Ol1tll s f ro m t h e (!cite o r the contr :.c t ll~t!ng
S u bjec t Inven tions fo r t h a t per io d n rid certt 
fy lng t h a t :

(A) T he Co n t.rn c.to r 's p roce d ures fo r Id en
t1 fy l n ~~ nnd d!sl~lof; ln~ S~lb j ~c t Inv('nt!on s ng
r eq u ir ed b y tIll" p :.r:lf:rnp h (e) h"ve b een
foll owed t h r OUGh out t he re p or t In g p cr lod;
and

(il) All Sub j ec t Im'en tl o ns h a ve bee n dis
cl osed o r t h a t t hc r e /lr e n o suc h InventIons ;
and

.. 4 . • _ ••
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exc e ed t 50 ,00 0 o r I perec"-:
',hI:; c.ontra c t whlche t'e r 1",
s h all b e wi thheld u n d er t lc: .
thc a m o u n t spcc l ~ icd b y '.
be ln r, wI t h h el d u nder ot.h e e 
contrnc t . The w ithho l(l! r:.·
o r 511h!;cq ncnt P:l.:d,,:), cr -.t. ~. : .

cons t ru ed 33 n. wa ive r o r ::-~: . .
to tho (l l ) \, Cfll (ll c n t. und t..: t" :..

(I) S ubcontrac t S. (1) F ' ,;
thl~ p aral ~rapll t he V c: ..
m ea n s tho par ty [.·).: nr dilll~ ~ :. .
tbo term "sul>co nt rn t.: t.(;r " ";

ITlt'c n ( w n <, (l) 7he Con t rn .:: tln~ O f!icC'r or
his a u t h or l:,:cd re prc "e n t n t lv " u lltll t he ex 
p\r~ l1 l1 n o f 3 yc:\rs :l rtcr tin a l p nyIHcn t under
thlc, co nt r :,c t s h a ll havc tlle r l ~; h t t o eX:lm ln e
U!1y boo,;s (1n cJudl n:; b borp.t"ry n()t~hoo,: g ),

r e eor c,s . c!oc u ll1c :l l s. [\u d other f.uppo r tl n g
(la t a oC the COll tr :lct or \': ~\lch the C ontrac t 
!n c; O I1'1 c c r r e a ," 'n p.h ly (lcc m" pcrtl nen t to
tlle <I1 ,'c o ver r o r !,l c:lt l n caU on of Su h Je ct
r n v C' tl t l\.'\ l1 ~ t l l cktt'rtn l1u.' ('nJn pn~ncc w ith
t he r c q ul rcl1ll'n t s c.f th l~ c l a ll ~e .

(2 ) 11 ,c Cont.rn c tl n r. Om cc r ~h all h nvc t h e
rlsht to r e vi e w nll b ook s i lnclu tll ng Inbora-

454

'Ai:cncy may sp<'dty fonn.

......~ ~>JJl.: ... V J.U " t.: u, I,..lU 1l.S lor t ll!\ t period n n d cert t 
fy ln g th n t :

(A) ThC Con t mc.to r ·s p roc edu rc g fo r Id en
t1fyin ~~ nnd d!scln~;1 : 1 ~ Subj ~c t Inven ti ons (\s
r eq Uir ed b y thl" p" r:lf:ra r h (p) h,, \'e bee n
fo ll o wed thrOUGh o u t t h e rc p ortl ng p crlod;
and

(il) All Sub je c t I n ventions hnve b ee n dis
cl osed or t h n t t he r e /lrc n o such Inventlong;
and

.;au 'P >=..OJ......'., #.------..."..-.-------_._-_-._-----...-----......,:.~----------~.
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tory no t cbook n ) . r ocor rls n nd d oc u m e n ts or
the C onlractor r ~ l:t ll' I:; t o t he c o ricc p t ton or
ftr s t. nctunt r ed u c t lun to p r uct tcc o f tu vc n 
tton s In tile s .u uo '1;" ld o f l ,' d l n o l," :y ns the
wor!: u nd er t l i ls co nt ru c t t o dete rm in e
wllethc:r nil,' s u c h III ','(' \1 tlnn~ n r c ::;lI11J,'ct
I n vc u t.Ions if t he Co n t.rnc t u r r c r u scs or fa lls
to:

(I ) Estnbllsh t he proce d u r es Of purngr uph
(e) ( 1) or t his ct a u .:c: or

(11) M ai ntai n nn el fo ll ow such pro cedu re s;
or

(Ill) Correct or ell ml n ate a nv mat cr rnt
dcn ctcucy In the p rcccctu re s Wit h in th irty
(30) <l ay s a f tc r me Co n tr 'lc tl l1l~ O tlt cc r no t i
fie s the Cont racto r of s ne ll ~ de tl c ! c ~ ~ c y .

(11) \V it h lt o l cl f H(7 of 7,ay nu:1zt ( z',,~o t app li 
cable t o S ll h C O H ~ r :::. ,-..t s). ( 1 ) .:\ny t trn c b e f o r e
fin al p ny rn c n t or t hc amcu n t or th.~ ~1 co n 
tract, the Co ri t r rrct i n r; O t ~, cc r rn.i r It h e
d e em s sucb a ctio n w nr r. m t ed , wt t.h notc t pn :: 
ment u n ti l:> r csc r vo n o ; c xc ced tn c " 50 ,000
or 5 percent of th e am oun t of ;;h!s con tract.
whrcncv cr ts less , shall Il nve bee n se t as tc e
1t i n his o pt ru o n th e C o nt r nct or f::.fl ::i to :

(I ) Estah l!sh, m runt m u . a rid fo Eow c tt cc 
t tve proc ed ures for Id entifyIng arid d tsc los 
tri g Subject I n ve n ti ons p ursurm t to para 
graph (e) (1 ) of t il ls cl ause : o r

(11) D lscl of e an :; S ub~cct I llVe l1t lon p ur
suant to p ara gr a p h .(e ) (2) ( I ) o ! t h is c lause;
o r

( III ) Del1 ver acceptab le In t er Im r e p orts
p u r su 3.n t to p:lr~gr"ph (e ) (2) ( tl ) of thl.$
c la u se ; or

(Iv) Prov Id e the Information r egardI ng
s ubcontr 3.et s pursuan t t o paragr :>ph ( I ) (5) of
thIs elau se .

The r eserv e or b3.1o.nee shn11 b e withheld
u n t ll t h e Contrac tl n r: Or:;c er h ns de~ e cm lned

that the c o n t r :le to r" h as r ec t iE ed ',''':Hltever
defic lcnCi€s e x is t a nd h as ciel! ;'cfCd p.ll re 
por ts , d is cl os u r es, and c t:': e:- l !l .L·o:ma ~ !oll re ...
q u lred b y this c1:lm e.

(2) FInal p aym~nt under t h Is co n tract
shall not b e mad e b e fc r 0 th e CO:l ":r a ct.c r d e 
livers to the C .::> n t nl c t i n s O rf~: c :- a ll d is clo
sures of S u bjec t Irn ' c n t lon s r r:q ulred by
p nragrap h (e ) ( 2) ( I) of th is cJa u :oe , and nn
accepta ble fin a l rc pon purs u :L."1t :0 (e ) (2)
(111) of th is cl ause .

(3 ) The c ontnctlng O fficer ::n ny, In his
disc r e t ion , d eer ea so o~ In cre" ., e ~iJe s u m s
withheld up to t h c ~a;.: l n1 u :n 3.ut ~'l c r izcd

a b ove . I f the Con t.ro.c t or 1s a n on p ro ilt or 
ganlz.atlon the ffiP.,, :muffi a mo l:::t th a t may
b o w Ith h eld under t his p ar il;:; : a p h sh a ll n et
e xc ee d S50,OOO o r 1 percen t or t he r,lT00u nt of
t h iS contra c t whlcllc\'e r h les s . No alEou n t
s h nll be> w ltb h eld u n d er t his p nrr\ !;r a p :l wh Ue
the amoun t s p ec i :l c d h ~' t ~li s p:1rag r np h is
b e in g wI th held u n d er o t h er pro"..is io ns o f t h e
contract. T h e wi t h h old in g of an y flmou n t
or subsequ en t p ,,,; m c n t t) l ere o f s h a ll "a t b e
con st.rued as n. w a l \ 'er o f ar:y r iG'Ilt3 nc(;rulng
te tho Gove rr lIn e nt un de r t~ ) I ;:; CGnt r~c t. .

(I ) Sutcont r<lc t s . (1) F o r th ~ p u rpose o f
th is p arn[;I'ap h the ter m " Co :: t r ac t or"
mea n s t he party awn-rcl lng (l. s u bc on tra c t and
tha t er m "Su bcodractor" meaDS the p urty

rt*t h ., rio M
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b e ing awarded a su ,: on l r nc t , r e ga rd less of
tler. , ...,..;

(2) U n lcss o t h c r w tso n u t hor k-cd or d l
r cc t cd bv t n o G o ver n m cn t C o u t r nc t mg
Ot tlc cr-, t ill) C"ll t r ac tor ~;1I;1i 1 In c lu d e uus
Pa tent Itl l;lIl ;; c lause m od tr tvd t o 1<1 ,' n t ICy the
p n r t tc s i I ~ fi tl y s u b con t r uc t l lt ' rClllldc r If a
purpose o f t.he subcon t ract ,,; tile> CV Jl d : IC~ or
expcrf m c n t.u , d e vc lo p m c n t nl. o r rcsearcn
work. III t il e c von t of rc t usn l b y n ~ ll::' l'n n 

trac t or t o ucce n t th is clause. o r Ii In the
op1nio n of t li c Co ntractor t h Is C l ~H l ~C :3 in 
c o n si st e n t with t :'1C p o l rc y s c t for th in 4 1
C["R 1- 0 .107 -:1. t hc Con t ra c tor :

( I ) Shall p romp t l y sub m it " wr it tcn
no t ice to t he (io··;er n mt'nt Co n t r uc t tng OI11ccr
sc t.t.t ru; f o r t h r C:1.S·0115 f o r th e S UlJcL\n::.r:t..:,:o r 's
rcrusa i n n d or h e r p er t i n e n t It ~~0r::H\t l on

wh lc h In a ? cxpeo tt e d tspcst t ton u r the
mnt tcr : a n d

( II ) S InH not p rocee d Wit h thc su cco n 
t rnct wt t hout t h e wr t t t e n au ctioriza t ion ot
t he G o vcr umc o c Co n t r a c t.tn g O!:ict:!'.

(3 ) Tho Co ntrac tor s h rill no r , in an y su b 
contrac t o r by usi n g !\ s u b co ut r a c t r-;s co n 
s id er a tio n t n c r c rc r , acquire a ny r : G~~:.3 m h is
Strb con trac t ors Sub~ c cC Tn vc n t ion i o t: h is
own u sc (~3 d rs t in g u .s h cd rrorn s uch r i g h t s
as m y b~ requ ired s olely t o f u!:: ll [:15 con 
tract ob!1~u ti on 3 t o t he C...-ove rn rn ent in the
p erlo rm n n co of t "ls C0n ~r:lct).

( 4 ) All In ', ell t lo n d lsc lc s urrs , re ;)Gr ~s , In 
stru men t s . n:'ld o the:- 1nfo n u:t t ic:l : eq u lred
to b e fun~ ishcd b v t h e .subcon(r~ c:c :- to t:J e
Govcrn m c;l t Contractin~ O::l ce :" n~:.~. e r the
provis io n s of (i, P~tent F.:.lgh ts cl :'. t : .s~ in a llY
subcontr:.1.ct hereu :1 c c~ mf\~;. in t :"c c.isc:-et:on
of the Gov~ rn..tn en c (Jontrac : in g u:::.:er . b e
fu r n is hed to t r.e Can:rac to r fe r ~:' ~~!" :: ::l i3ston
t.o the G,:> v~ 1 ·n m.en t Con t r ~"!. c (. ! n g O;:'.ce : .

(5) TIle Con~ractcr s..l1a ll prr: ::~ p ~ l y :l o t-if ::
the Govc r n n lc nt Cor. t ;" ~c:~r~ g O j~ce:- ::1 v.-: it 
In g upon ~hc a ....\·ur a 0 ':: a ny SUbCC :l: Y' ::lC ~ con
taini ng a P 3 ten 'C Rights c ~aus€" by ~ C: c :1~ifylng

tho SU bco nr:a c to r , r. h e \,;or ~: t o b e per 
for:ned u n d er the s u bcont rn.ct. . e.r~d t ile date s
0f a V;:l rci and estimated cc n1;>ie :.:0 :l . 1.JP O:1
r e q u es t o f ~rl e G Of,'Cr n m C!l t C..:; :: ;: :a c t i Z1r ~

OB ccr, t.he Cont:-a.c t..or shull f ur!;,lsh ~ CO~ :;

or the s ubca !l -;: r ~ct . I f t h e r e are ~o s~_~bco n 

tracts contai n in g Par.ent R 1gl1: s C: ~·u.ses . B
neg a tive repo: t shall be l!l c ludcc. in : t. e ft nd.i
r eport subn1itted p u r su a n t t o p J.: a gr a p h (e)
(Z) (Ill ) o f t h is cl 3.us e .

( 6 ) Tbo Con trac: o r shall Identify all Sub
Ject In·..e n t.lons of t he- Subcon ~rac ~ cr o f
which he acqu ir e3 knowl ed ge t:1 tl1e p c r 
fe r m a-lIce of t h is c on t r a c t n.nd :;{-13.11 nott!':,'
tho G ov ern ment C on trac tIng Offic e:
promp t l y upon t h e Identl f<eat le n of t he
In ve n t i on s .

( 7 ) It IS understoo d thn t th e G o\' ernmen t
is a. third pa rty b e:1cftc ia r y o f a n y s u b con 
trac t cl a u se gTant!n ~ r1;:; h ts to tt: e G ov c::l 
ment in Su bj ect InvenUons, n- n d t.he Co n 
tractor h er e by nssl"ns t o the G0 ':c~"ment n ::
r lc;h t s t h a t h e wOllld h a': e to elllo re>:
tho Su h c O:1t r :v:' t .::> r 's ob!! 2; a tJo n s. fOf th e be n e·
Itt o f th~ G o ve rnment ;:Ith rr,,:::lcct to S u r)·
je et I n v.: n !.icm ,;. The Con t r uc : (Jr si1all IW :

•c t6 )P ' " . , .
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finnl r e p or t 1 withi n 3 months after
n Of t h e con tr nct work , 11 :;tl I1l: a ll
n ve n tl o IL s o r ccrLlr ylllf: thac there
rc h I" -t to n s.

. Cc cor shall o htojn patent
~S to l.. 11 t:t:: t lln to the p rr:...· ;s lo n .'i o r
.e f ro m all p ersons III lit :; em ploy
r m a n y par t or the work u ru l c r t il ls
xce p t nont cchnlclLl pereoT1lH'l , such
. CIl lp lo ,Y ccs nnd n1f'Ltl ua l labore rs .
~ Con tr:,\cwr :'\g r ocs t lmt t h e Gov 
n a y d ll [lIlcn tc n ncl (11:;cl , ,:;o c;ubJect

dlsclo,;ures and all o th er re po r ts
'S f ur ni s h ed or rc qllir ed to b e> f ur
rs u ru. t to thi s cla u::c.
tei t u r e 0/ r igh t s i n u n r cportcd SU b 
lions . (I) Tile C"'llmctor o: h " ll for
ie C ? VCr n n lc n t ull r i ~ ~ h:~ i n a n y
rven tt on which h e fnil s :0 d ls~lose
n tr'lc tl n g Oilicer Wi thin G month s
tm e h e :

5 or C [H1 :;C~ to be !ilce! a Un Ite d
fo rel Gll apphca tlon th"r e on; or
)mlts the fin al report r equl:cel bv

(e) (2 ) (Ill) of this clause, Wh iCh :'
er.
l ev er, the Contractor s ha ll n ot ror-
In a S Ubject I n\' e m!on If , within

sp eel f1 e d In (1) (1) o r ( 1)( 11 ) of
raph ( !) , the Contraeto~ :

Jarcd a wrltt~n d ec is ion b 8.scd u pon
or t h c r ecor d t h at the 1u\' cntion
er c on cc!\ 'ed nor !1rst a Ctua lly r e
)rac Clce In the co urse of or u nder
ct; or

lt ending t h a t the In ve n t lo: l Is n ot
I n\'entl on, h e n ey erth el ess dl s 

In ve:l tl on ar- d all fa ct s n enlr-en t
tent loll t o the Con tractln'g Olficer;

:a b llsh es thp.t the f a il u r e to d ls -
no t result frem his f a Ul t or

:lln~. v,rlt~en a ssIgn men t or t he
)llc" L :~ " l :: and p :lt en ts on a S Ub
.Ion d c ::ermin ed by t h e Contmc!lng
be f oneHed (such de,e~,:11n"!l on
nal d ec is ion u nder t h e L'!sDutes
1e Con t r a ct o r s h " ll be d eemed to
n ven tl ol l a nd the p ?tent a n nllca 
)atents p ertalnln:; thereto 1;1' t rust
vernn1cnt. T h e fo r!c lturc p ro visIon
agrapll (f) shall b e In ndc ltlon to
n ot s UPC~~ ['de oth er r ! ~h t') and

I'hlch the Goy ernment m a v have
ct to SUbJ ,~ct I n\·en tl o n s . "
'nination 0/ Tccor 'i s Tcl"t ing t o
. ( 1 ) T .t:c Co ntr :1.c t 1n r; O ! ~icc r or
'Iz ed r e p resen t nt.Ive un til the e>x
3 years a ft er Ij n a l pa::mcn t u ncter

.c t sha ll have t he rl sht t o "x a ml n e
(InClu di n g If\bo ra tory no t eb oof.:s ) ,

)cumen t s. nnd Other S\l t)por tl n ~

C Con tr:l c to r wh Ic h t h(' C·nn trnc t:
rC:lso n nLiy d CI'm ;; per tlne"ll to

ery o r Iclen tl l1ca tl on or Stl!> Je ~ t

t o ( le tC'nr: i n c ('() ! nrj i:t Il (" I~ w l t-l l
:mellts o r th is clause .
Con l rac tl n ::; Oi:lccr ~h i\ lI havc the
view all b oo ks (lncludl ll l; IIl!Jora-
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b e ohH ~nted to e: force \11e nrrrc crncn ts o f t he Govcrnmcnt) a nd SlICh other papers as
a n y S \l Cl Contr"ct",. hcrc u rd er rcJatlnJ: to t he nr c de eme d n ecessary to ';~~ ~ i n th e Govc r n -

~obll g ~ 1l () n5 .0[ t lle ~ ubcor.t rn c cor to the G o, "" rncn t t h e e n t lr e r l,:h t . t1 ~ : e , a n d In terest to
;1 er n rncn t In r cr aru tL ......t..:.:,..- OJcc t In ven t ions. "'\ c!~ a h : c th e Govc r n mc n t to a p p ly f or and

" ( b ) Pti t r n t Riolit s clause-R etention 'f.r~: c e :t:e p nt e,nt a p p l Ica t io n s c over tn g th e
. b . - 1," '"LI .cnLI... Il 1.:1 ..h is o r t h e fo rc ~''' n c o untr y
\, y t ii» Con t r ac t or. \ , h en t h e a rte ncy h a s rcs pcc t tvc lv , o r othcr wtsc est a b l i';h Its own :

'dctcrm m cd t hat ::I. con t rac t fa lls with in er sh io of tl~ e mvent ion .
§ 1-D.107-4 (a ) (3), the P a tcn t Ri gh ts ( J ) ' F i li.no 0/ d o " ' cst ic pc tcru : applications.
cla use in § 1-D.107-,,,S (,a ) shall . be in- ( 1) Wi t h r es p ect to cc,c~ S "i_ lect I n ve n t Ion
eluded in the contra ct, except tha t the In 0;0;11 ich th e Con t r nc tor c tec tsj o retain do-
n ame of tile cl aus e shall be Oi12.11 ged to mcs t to r i['hts p u rs u a n t t o p:< r~,nnph (b) of
" P a ten t R ights-Retention bv t h e Ccn- tlli.s clause , t h e C o n t r actor shn ll have :. d o -
tractor: ', pa r a g r np n ( b) of thnt cla use ::::e" t lc p~tent appttcn t io n ftle d w rt h tn 6
I l l . . •.•on t ns ? .1. t c r s ub mtzs ion of t ri e i n v e n t ron

S i n be r cplnc cd by the I ollowin g para- d isclosure p ursuant ' 0 p a r ag ~ I ( ) ( " ) ( I )
graph (b ) u d q f 11 . h - " arr r D 1 e ~ .
<>. ' - .' n ••re 0 owr ng pa r a g rap s of t.h is cla u se or SUC!l IO:l t;er -p e ri Od as ma y
(J) an d '.K ) _~Htl1b e addgq;_ be ap proved by tr; e Ccn t r a c t ln g O rTI cer for

(b ) A ll ocation 0/ -princ ipai r irfli ts , ( 1) T h e good ca u se shown Jr, wrl t ln .; b y the Con-
Con trac t c r m ay r c t.a . n t he" e n tt re r igh t , t itle . tractor. \yith r es p ect t o the mvent to n, t h e
a nd In teres t tri r o u gno u t t he wor ld or in R:1V Con trac to r sha l! prornpt jy not ~7 t he Con -
c ou n try the r eo f 111 a nd to eac h S u bj~c t I n : ~::"~lt l:'1~ 1 Crfice r o f a n y dectston. no t to fi le an
ve n t.te n d lscrosed pursuant t o paragr aph (e) app t ica ..on ,
(2) (I) cf th is c la u se, subj ect to the r;~h ts (2 ) For eac h Sub ject tnventron o n wh lch 0

o b t a t n ed by t h e G overn m e n t in !) :J.!'ngr~aph p atent a p p l tca t lo n is flIed b y o r on be h a lt
(C ) of t h is cl a u se. T h e Co ntracto,' s11a1 1 1:: - of the Co at ra e tor. the Con t r a c t o r s h a ll :
e lu d e ~:.i_~ll each Subject I r..ve n t to n cti~closl(re .:~l),' V. · .ith~~1 }2.. nlo .; ·~t h3 at:;er lth.e fi ling or
nn Clcc t lon a s to \vh c the r he will r~ t:.t~n the W. wh~.1 2 .....ol. l.h s al t er s t:.om!SSl() ~ ot t h e
eli tir c r igh t , tli:.le , and in ter es t in t h e Invcn- i:1vc:: t1o:l dI s c lo s ure i t t he- p:l t eat ap p Hca -
tlon throughou t the world or a n y cou ntry t lon pre ·..Jo usly h 2.s bee n r11 ed , dell\' e r to t!:c
thereot. Cc n t r8.ctl n g Officer a copY' o f "th e a p p l lc 2.t 1on

(2 ) Sub ject t o t he IJcense specified In nara - as fil ed InclUd ing the filin g dat e and se r Ia l
g r ap rl (d) of t h ls cl nuse , t he Con tr'a ctor nU.n; bcr; . .
"grc~s t o con\'ey to th e G ove r n m en t , u p o n \ 1. ) I n clu a e the f oll oWIr. ; state m e nt In the
rcq '~ ~ cs ~. t i:e en t ire d omes t ic r lc:ht, t1tle . a nd S~CO~?d pa!":lgraph or the ~pcc!.ftc:l tton of the
in t eres t in any Subject I nven t'-ion w he n tl1~ app ll cnt ion a r.d a n y pat.c Dts issued on a
Con trRc:.ar : S Ubject I n venti on , "The Go~;ernmen t ~a3

( I ) Does n ot elect u n d er parn.grnph (b) ( I ) r !f;h ts In t h is Jnve nt lon p u rs u a n t to Co r. t r act
ot th is c la'.ls e to r et n in such r igh t s; or No . _n (or Gra n t ~:;a . ) a ·....a r d ed

(11) F,:<i: s to have a U n ited Sta t es patent b y (!d er:'};~;' the a gen c!) :';
a p p ll C? ' ion fi led on t he Inve n tion In nccor d - (l it ) ,\ ..h ln 6 m on , hs nfte r fi li ng t he ap-
ance wi, h p~ragr[!.pll ( J) ot th is clause , or pIl .:ntlo n o r Wit hi n 6 m o n t hs a f t e r su bmlt-
decId es n ot t o c ontinue p r osec ut ion ot such tll1 g t h e Inven t ion d Lsclasu re If t hc ap p llco.-
appllc~tlon; or tlon h a s b ee n fi led p rev Iously, d e ll \'e, to t he

(ll i ) At a n y t im e. no longer des ir es to re- Co n t rn c tl n g Oroccr n dU ly e xecu t ed and ap-
taln ti tle . prove d lnsCfument on a form sDcc lfied b v t h e

(3 ) S ub jec t to the lIccnse s pecified I" o arn - GO\'e;~ment f Ull y con flrma t or:.' o r all r i gh t s
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INTRODUCTION

At ita ' 226th Seadon (Hay-June 1984), the Governing Body of the
International Labour Office decided to convene a Tripartite Meeting on
Salaried Authora and Inventors; the lleeUng will be held in Geneva from 24
November to 2 December 1987. In accordanee with the deciaion taken by the ILO
Governing Body at ita 231&t Sesdon CNovember 1985), it will have the
following terms of reference: Ca) to adopt conclusiona on the principles that
ahould be applied in order to protect the rights of aalaried authors and
inventors, having due regard to the intereata of employers; (b) to make
recommendatioDa for future 110 action.

Thil _eting responds to a request that the Advbory CoJIIDiUee on
Salaried Employees and Professional Workers haa voiced on aeveral occaaions.
Already at ita Firat Seaaion in 1949 it exprea.ed the hope that the atudy on
the rights of the aalaried inventor, which had bee~ launched before the SeCOnd
World War by the two cOlIIDittee. which preceded It-theMviaory COlIIDitteeon
Profeadonal Workera and the Adviaory COIIIDittee on Salaried Employees - ahould
be continued with a view to drawing up an internationalatandard. The
Advi.ory Committee on Salaried Employees and Professional Workera has
reiterated thh wiah in one way or another on four occasions aince then.·
At it. Ninth Session in 1985 it adopted a resolution concerning the rights DOt
only of salaried inventors but alao thoae of authors, in which it requeated
the Director-General, on the baail of the conclusions of the Icheduled
Tripartite Meeting of Experta, to prepare a report on the law and practice on
the question of their protection and to consider the desirability of placing
thb que.tion on t~e agenda of an early leaaion of the International Labour
Conference with a viev to adoptina appropriate international standards.

The protection of inventions and worka by patents ancr copyright al auch
is not within the competence of tbe 11.0; the World Intellectual Property
Organiaation (WIPO) deall with the protection of inventions, while the
protection of copyright i. carried out by both the United Nations Educational.
Scientific and Cultural Orlaniaation (UNESCO) and WIPO, each organilation
playing a vital role within ita aphere of action to euarantee and promote the
protection of intellectual property. Bowever, viewing thia .ubject from the
atandpoint of labour law and aocial justice, which clearly faU vithin the
I1O's competence. both aalaried authora and inventors are faced with COlllDOn
problems which .tem from theaame aource: the existence of an ' empl oyment
relationship. Similarly, the protection of rlahta .ranted to both theae
categori•• of employe•• on the invention. or worb th.y create ill the courae
of this relationahip ia baaed on similar principles.

Today. an increaainl number of creatora of worka are employees. When it
comea to inventiona. they often playa leadinl role; in aome countries, it il
e.timated that employee. are responsible for up to 75 or even 90 per cent of
all inventions. There can be DO eacapilll the fact that the protection of
their intellectual right. i. therefore a topical i.sue.

Whether the employeea concerned are authora of inventions, innovations.
diacoveriea. industrial deaiana, - aoftware. · intellectual vorb and
performancea, they belona to a vide variety of occupational catelories and are
employed in many aector. of activity, bot~ public and private. The
enterprbe. or oraaniaaUuna employina th"m a ke thus themselvea eXlremely
diverae. This report doea not constitute an exhaustive atudy of such a vast
and complex a,..bject or eive a full and 4etailed tticture cE .U the categories
of employeea concerned in thb field. Itl purpose· beilll to aerve •• a basil
for discussiona at the tripartite -.eetina, it aets out rather to take stock of
the problema and aolutions propoaed in law and practice.
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The first chapter endeavours to define or at least clarify the general
framework within which the rights of salaried authors and inventors are' an
luue today, both nationally and internationally. Chapter II examines the
general way in which it ia determined who is the owner of inventions and works
created by employees and looks into the economic rights arising from these
inventions and the various national approaches to this question; it also
atudies the conditions governing the exercise of these rights. Chapter III
d!&cuases the pecunlary rights ofsalarted inventors and authors, i.e. their
entitlement to special remuneration or other forms of compensation and rewards
for their intellectual activity (compensation granted to employees whose
creations do not generate intellectual rights are dealt with in a separate
chapter). Chapter IV examines employees' moral rights in connection with the
product of their creative activity. Chapter V looks at the effects of the
termination of the employment relationship on the economic, pecuniary and
moral rights of workers, inventors and authors. Chapter VI ia devoted to the
machinery for aettling disputes and grievances between employers and
employee.. Finally, Chapter VII examine. the compenaation granted to the
salaried author. of discoveries, innovation., technical improvements and
.uggeltiona used by the enterprise or organisation employing them and, in a
ceneral way, creations and personal proposals which do not give rise to
intellectual rights.

The report concludes with a list of .luggested points for discussion which
might be exJUDined during the meeting.

This report 11 based on the replies to the questionnaire that the 11.0
sent to all member States for this meeting and on information the Office had
at its diaposal, especially concerning the relevant legal provision••

The Office had requeated lOvernmentato send their repUes not later than
15 December 1986. However, since only a few countries had sent... in their reply
by this date, a special effort waa ..de to take account as far as possible of
communicationa submitted up to 30 April 1987.

The following 41 countries either replied to the Office's questionnaire
or sent information on the situation of salaried authors and/or inventors:
Australia, Austria, Brazil, Burundi, Canada, Central African Republic, Chile,
Colombia, Cote 4'Ivoire, Czechoslovakia, Denmark, Ecuador, Emt, Ethiopia,
Finland, France, German Democratic Republic, Federal Republic of Germany,
Hungary, Indonesia, Italy, Kuwait, Madaga.car, Mexico, Morocco, Netherlands,
Niger, Norway, Pakistan, Pe.ru, Philippines, Portucal, Rwanda, Spain, Sweden,
Switzerland, Thailand, Turkey, USS., United nngdom and United States. These
repliea and information varied considerably both in length and amount of
detail.

The Governments of the following countries informed the Office that they
were not in a position to reply to the questionnaire, that they had little or
DO information on the subject, Dr that there were no specific regulations on
aalaried inventors and authors: Barbadoa, Benin, Guinea, Saint Lucia,
Singapore and Sri Lanka. Replies .f r olD the Government. of India, Iraq,
Mauritius and Uganda arrived too late to be included in the report.

Governments were reque.ted to conault the employers- and workers'
organisationa concerned. Of the 41 government. which replied to the Office'.
que.~lonnaire Dr submitted information, the followin8 countrie. pointed out
that they had underta\.en auch conaultationa or enclosed the observations of
tbe organbationa with their reply: Atultralia, Au.tria, Bral.il, Burundi.
canada, qolombia, Czechoslovakia, Ecuador, Egypt, Ethiopia, Federal Republic
of Germany, Finland, Hungary, Italy, Mexico, Norway, Peru. Philippines,
Portugal, Sweden, Switzerland, USSR, United Kingdom and United States.
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Several international non-governmental workers' and -empl oye r s '
organisationa transmitted information or comments to the Office. namely:
International' Confederation of Executive Staffa (CIC); Confederation
internationale des fonctionnaires (CIF); International Confederation of
Societies of Authon and Composers (CISAC)i Liahon COlll%littee of Engineers.
Supervilory and Managerial Staffs and Technicians (CLUeT); International
Federation ofCoDDercial , Clerical. Professsional and Technical Employees
(FIET); International Federation of Musicians (FIM); Public Services
International (PSI)i Postal, Telegraph and Telephone International (PIT!);
Nordic Conference of Supervisors, Technicians and other Managers (NAU). and
the International Organisation of Employers (10E). These comments and
information concern worken' organisations in Argentina, Australia. Austria.
Belgium. Bermuda, Denmark. Egypt. Finland. France. Federal Republic of
Germany. Ghana. Hungary. Luxembourg. Mauritius, Netherlands, Norway. Peru,
Philippines. Portugal. Spain. Sri Lanka. Sweden. Switzerland. United Kingdom
and Bong ICong. Employers' organiaations from t.he' following countries alao
.ent their COlllDents: Bra.zil, Canada, llepublie of Korea. New Zealand and
United Statea.

The ILO would like to thank aU those who aent in information for this
report. especially thoae who did ao in detail.

I At its Fourth. Sixth. lighth and Ninth Seaaiona.

Lft~""'__ ....

~ft~ft .. , _ _ ....
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CHAPTER I

FRAMEWORK OF PROTECTION

; , .

I
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I
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.. '. . ... ..
National lawa and regulationa have Ions aeknowledsed the vital role that

creative activity plays in fosterins proSrelS and development. Dot only in .t he
technical and economic but also in the social and cultural .f i e l ds . It is even
more relevant today because any enterprise - and, generally spealdng, any
eeonomy - loses ground when it cannot keep abreast of technological innovation
and be competitive both nationally and internationally. As far as the
developing countries are concerned, the promotion of creativity is a decisive
factor in 80 far as it helps them to -be less dependent upon foreign
techniques, ,oDds and services. The rules and regulations ,overning
bteIlectual property. by protecting -individual inyentorl and sranting them
right. over their inventiou or work. do in fact encourage creative activity

,and enable society as a whole to share its benefits. These rights are laid
down in various internationalstandardl. and .are particularly in tbe
Universal Declaration of Buman Rigbts adopted in 1948wbich stipulates ·t hat
'~veryone hal the ri,ht to the protection of the moral and material interests
resulting from any scientific. literary or artistic production of which be is
the author·~.·

Bowever. the once traditional blase of the inventor and individual
creator enjoyins the benefits of their creative vork. uPOn which the lesal
protection of intellectual property val orisinally based.h today very much a
thing of the palt. Industrial development. the accelerated pace of
technolosical change. the increasing volume of investDlent and human resources
that is needed to develop innovations. inventioU8. ,oods. and services
protected by copyrisht and the ,rowin, proportion of industries based on their
4eve1opment and use in national economies have. by chansin, the orsaniaation
and financins of creat.ive work. couiderably altered this imaSe. More and
80re inventions, innovations and other intellectual creation uow come from
employees in public and private enterpriaea - whether or Dot they are employed
for this purpose - in both induatrialised and developing countriea.' -

Bowever. no international labour or other atandard has yet tackled -the
apecific aituation of the employee inventor. Although international
instrumenta on intellectual property of a univenal nature. whether dealins:
with copyri,ht (Berne Convention for the Protection of Literary and Artistic
WorksJ

. and the Univenal Copyriaht Convention·) or with industrial
property (Parb Conyention for the Protection of Induatrial PropertyS), do
provide for the protection of inventiona or worka. they do not apecifically
cover . t hoae provided by employees. The Rome Convention' does protect
performen. but it · too II ailent on the problems that arise in an employment
relationship. The Convention for the Grant of European 'atentl (Munich. 1973)
and the COlllDU11ity Patent Convention (Luxembourg. 1975). which lay down
reaional atandards, refer the matter of the employee inventor to the law and
practice of the member States of' the European Coumunity; the fint, for
instance. atipulates ·t ha t ·. if the inventor la an employee. the risht to the
European patent shall be determined "in ·accordancevith the law of the State
in which the employee is l118inly employed" or. if the said State cannot be
determined, in accordanc~ with the law of the State in which the eatllhlishment
employinS him 1a based. _

Apart from a number of provisions contained · - ~n resional agreements
concluded between countries. such a. the Agreement. on the Creation of an
African Intellectual Property Organisation, signed in Bangui in 1977. andtbe
Aareement on Subregional Integration signed in Cartagena in 1969, whicb covers

reg1ona.L al;anaarall, reler cne matter or ~ne employee inventor to tbe law and
practice of the member States of' the European Coumunity; the fint, for
inltance. atipulates ·t ha t ·. if the inventor la an employee. the risbt to the
European patent shall be determined "in ·accordance with the law of the State
in which the employee is l118in1y employed" or. if the said State cannot be
determined. in aecordance' with the law of the State in which tbe eatllblishment
emp10yinS him1a baaed. _

Apart from • uumber of proviaions contained ·· f.u regional agreements
concluded between countries. such a. the Agreement on the Creation of an
African Intellectual Property Organisation. signed in Bangui in 1977. and tbe
Aareement on Subregional Integration signed 1n Cartagena in 1969, whicb covers
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a ,roup of countries in Latin America, this subject 18 only taken up at the
international level in the WIPO Model Law for Developinl Countries on
Inventions' and tbe Tunil Model Law on Copyright for Developing
Countries;' _t he latter contain. tvo sets of alternative provisions that
correspond to the main lelislative approaches adopted by the countries
concerned, and tbese are again reflected in tbe Model Provisions for National
Laws on Employed Autbors that were adopted in January 1986 by a cOl1lIlittee of
sovernment experts convened by WIPO and UNESCO. in spite ,of the reservations
expressed by certain delegationa.

The role of the Ito

The 11.0 has been examining the situation of tbe employee inventor since
1928, when it beld tbe Fir.t Sea.lon of the Advisory Committee on Professional
Workers, one of the two cOJIIDittees whicb preceded tbe Advisory COl1lIlittee on
Salaried Employees and Profesaional Worken. At its Second Sesdon the
following ,ear, tbe COlllllittee recoamended that aU patents sbould _nUon the
name of the inventor or inventors and that additional compensation "in
proportion to the value of the inventio.n and the circumstances in which it was
made" should be paid to the inventor employed eitber in a private .or a State
undertaking when tbe employer i. cranted a legal title to the patent, unless
he has received fair remuneration either in va,es or otherwise. It stipulated
that no alreement to the contrary could deprive employees of these right••
Finally, it recoJllDended that the adoption of an international instrument in
this field should be considered.·

At .. it. Fint ' Se.sion in 1931,10 the 11.O's Advt-oq COD:IIlittee on
Salaried Employees adopted a resolution on the same subject, in which it
requested tbe Office to take all tbe necessary ..a.ures to ~ten the adoptio.n
of international regulations on inventors 'rilht. for aaladed employee. and
to con.ider in Which way the.e regulations .hould be e.tablished: Whether by
_an. of an international labour Convention or by revision of the
International Convention em the Protection of Industrial Property or
a1Jaultaneoualy by tbe two methoda. With relard to the content of .ueh
regulation., it conaidered that it va. of fundamental importance that the
inventor ahould be entitled to receive a patent or, faiUna that, that "the
twDe of the inventor ahould be menUoned in aU official document. concerning

. . tbe protection of the inventor and em every occaaion where auch protection i.
1Dentioned" and that .everal re.trictions ahould be placed on the freedom of
contract. For inatance, according to the re.olutlon, contracts entered into
with employers for the tranlfer of the riehts over future invenUons should
only be permitted When the salaried employee had been engaged apecifically for
re.earch work with a view to making inventions. It .tipulated that contracU
of this nature were only permisdble if they provided for .pedal compensation
for the inventor, Which vas abo to be JUIlranteed even if the inventions
remained .eeret or unexploited.

The tvo c0llll11ttee. pur.ued the matter at .ub.equent .lDee tinga and it was
then taken up by the Advl.ory COJIIDittee on Salaried Employees and Professional
Workers which .ucceeded them. At ita First Seldon in 1949, this COlJlDittee
urged that the .tudy of employee inventor.' right. ahould be continued with.
view to the adoption of international regulationa. It hal reitera~ed thb
vi.h on several occasion. .inee tben, and .¥ecifically at ita last meetioe io
1985 when it requeated that the protection of the salaried inventor and author
ahould be studied with a view to adopting appropriate international atandards.

6939d/v.2
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The International Labour Conference also dealt with this question vhen it
examined the problems of non~nual vorkers, including technical and
.upervisory ataff, at its · 43rd Session (1959). In its conclusions, it
requested the ILO to convene a COllllli ttee of Experts to consider the problems
of tbe aalaried inventor.

The .ubject vas also discussed at the 1977 Tripartite Meeting on
Conditions of Work and Employment of Professional Workers, which declared that
the promotion of creativity among professional workers is an important factor
for job aatisfaction and i. in the interests of the undertaking and of 80ciety
in aeneral. The compendium of principles and good practices dra.wn up at this
meeting cited among the meana of providing incentives to creative activity,
"the recognition and .afeguarding of the rights of the .alaried inventor, the
development of a working atmosphere favourable to innovation and the granting
of the areatest possible measure of freedom to research workers (without
prejudice to the public interest or the rishts of : the employer or to fellow
workers) to publish the resulta of their work and a positive encoouragement to
take part in scientific and technical congresses... ll .

Compared to employee inventors, it i. only relatively recently that the
ILO has focused it. attention on the protection of salaried authors - at least
in the broad senae of the term, .ince performers were discussed at the lLO
very early on, aa we ahall .ee. In 1982, a con.aultation Meting on copyright
ownerlhip and it. conlequences for the relations between employers and
employed or .alaried authon was jointly organised by the lLO. UNESCO and
WIPO. Following this meetina, the Governins Body of the lLO decided at its
1220d Seadon (March 1983) to invite the Director-General to bear in mi.nd the
possibility, vhenJreparing his proposals for the progr8Dllle of meetings for
~986-87, of inc1 ing provilion for the preparation and convening of a
tripartite meetina dealing "ith the protection of the right"s of salaried
authors and inventors; the Governing Body duly decided to convene this
_etinl at its 126th Sesdon (May-June 1984) •

The protection of performers bound to an employer by an employment
relationship, who were included in the field covered by the above-mentioned
tripartite _etins in their eapacity as employees ·"who create goods or
services that generate intellectual rilhts", vas examined by the 11.0 in tbe
contest of the rights of performers in broadcasting, television and the
mechanical reproduction of sounds (1t should be noted that in thiB report,
performers will be examined together with authora). In 1930 one of the first
requests the ,Of f i ce received from a workers' oraanisation, the International
Confederation · of Professional .· Workers, stressed the Deed for a special
convention for performers ''whose rights are derived from their contract of
service with their employer.... In the preliminary report I % drawn up for the
16th Se•• ion of the International -Labour Conference, which was to have held a
fint discussion on the subject in 1940, the lLO pointed out that t he criteria
for any international regulations should include the existence of an
employment relationship. The Second World War prevented the International
Labour Conference from meetins that year, but the idea vas taken up again by
the Advilory CotllDittee on Salaried Employees and Profeaaional Workers at i18
Second Session in 1952\ when the office again propo.ed in a report on the
rigbtt of performers I that an emplOYment relationship be one of the
criteria for defining the term t'performer".

Though vadoua atudies l
" have been carried out on the protection of the

richta of aalariedinventor. and ' aut hor s and despite extensive di~cussions of
tbe subject and· tbe adoption of resolutions to include it in the agenda of the
International Labour Conference, this issue haa atill not been resolved. The ·
issue hal now COllIe to the forefront due to rapid technological change .,

--- --~-- - _ . .. - -- - - - --- - - , - - - - -- -
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increa.ing international competitiveness and the Irowing and vital role
employees nov play in the development of inventions and original works.

The !!portance of protection

Apart from the largely .tate-financed activities carried out in research
institutes and in universities, I S which in -.any countries are playing an
increasingly important role. enterprises, especially the bigger ones, often
have their own reaearch and development department for improving methods and
processes and thereby expanding their operations. Many employees do indeed
produce eoney-earning inventioD8 or other original creations, in the course of
their job. For inatance, it is estimated that 60 -per cent of all inventions
are developed by employees in Denmark,16 between 66 anet 7S per cent (and
probably e~en ' IDOr e in future) in Austria,17 between 10 and 15 per cent in
France, u 80 'pe r cent in the United States Ie and between 80 and 90 per
cent in the Federal Republic of Germany. I'

Many works eligible for copyright proteetion are abo being produced by
.alaried employees I

0 in public or private enterprises, the activities of
which , whether traditional or new, oft·en depend to a sreat extent on .uch
original creations and contribute .ere and .ere to the economy of _ny

, countries. 2 I This 18 the case in industries where design work and the
applied arts play a aajor role and in such sectors as publishing, advertising,
the press, radio, television, fiLma, tbe videogram and recording industry and
the USB media in leneral. The same is true of new technologies and data
processing'in so far as computer software is subject to copyri&ht in a growing

.v. number of ' countries. Hany loods and aervices subject to .copyright are alao
created in the .cientific and cultural fields and in research and education
vhere many people are employed. U Furthermore, technological innovations
and the new forma of creation and diuemination of original works that they
uke poaaible have brought the whole question of the protection of salaried
authors very INch to the fore.

The crowing intereat in creative activity can be seen frOID the fact that
lleasurel and policies are being adopted to encourage and develop inn.ovationa
and creativity, both nationally and within the enterpriae: in France, for
instance, workers are ' cranted leave to conduct research and work on
innovations; companies,eapecially in industrialised countrie., are
introducing new scheme., auch as the quality circles which originated in
Japan; and a new concept known a. "intrapreneurship'" J hal been deviaed,
again as a llean. of encouragina and revardina creative effort.

The protection of the right. of salaried authors of inventions,
innovationa. discover!e., technical improvement. or any other creative work 18
therefore a bigbly topical issue today, and it is a matter of crowing interest
in many countr!e. . While aome countrie. have adopted regulations on the
matter long ago, othera have done .0 only very recently. In France and the
United ~ingdom, the legidation on copyright vas amended at the end of · tbe
1970. in order to cover inventions developed by employees which bad previoualy
been governed by collective agreements, individual contract., co~n law and
case law. In Sri Lanka, the legidation pertaining to intellectual property
vas amended and codified in 198C and now cover. both salaried authors and
inventors. .In Spain, legal pro.viaiona regulating ill detail the dtuation of
aaladed inventon were adopted in 1986 and a bill on intellectual property
has been introduced for aalaried authors. Elsewbere, the question 11 It111
under discussion.

------ - - - -- -- - --- --
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The bsue b in fact quite complex and can aive rhe to considerable
controveny. mainly because of the conflict between the principles of labour
law and those of intellectual property. Under labour law employers normally
own the product of tbeir employees' work in exchange for whicb the employees
receive regular pay; according to the principle. of intellectual property
legislation. however. intellectual right. are vested only in the author or
co-authors of the creation. The question il therefore how to reconcile these
principle. and protect the differing i nterests of both employer and worker.

The situation is further complicated by the fact that. whereas in the
past invent.ing was primarily an individual activity. it ia now often carried
out not only in an undertaking but also .ometimes within a team; it is the
result of a wide range of activities which have made the invention possible or
at least contributed towards its luccess. This is why it i. sometimes
considered difficult. if not impossible. especially by employers. to attribute
an invention to a Ipecific penon and that. even where it is possible. it
would be unjust to give all the credit to the inventor alone because. apart
from the technical and economic facilities provided by the enterprises and the
financial costs and risks they take upon themselves, many other persons
contribute towards the preparation. completion and luccess of an · invention
with their 'Work. advice and ideas.

To this. others retort that an innovation or a creation i. a deliberate
individual activity. that only an inventive or creative mind can devbe a
practical solution to a problem, can actually bring an idea or project to
fruition. and that not everyone has what it take. to be an inventor or
creator. They araue. for instance. that employees are recruited to carry out
research. make discoveries. analyse and lolve specific problems but not to
invent, as evidenced by the fact that failure to invent in no way implies that
their contractual obligations . are not being respected. They further arpe
that. whatever the resources provided by the enterprise. these can only help
towards developing an invention and that the expe.nses and risks incurred ar'e
offset by the benefits it reaps from exploiting the creations of employees;
it is therefore only fair that inventors and authors should be aranted certain
rights and be allowed to share the benefits accruing from their work. just as
workers often receive a lhare of the profitl their enterprise has made as a
result of their work in the fOrlll of bonuses. commissions, ete. The luggesHon
has therefore been made that employee...hould perhaps be guaranteed rights not
only over their inventions and original works as d·efined in intellectual
property law but over the product of their creative activities in aeneral, as
is already the case in a number of countries.

The nature and content of protection

The aim of national mealutes which guarantee the rights of salaried
inventors or authors is therefore twofold: first. to encourage creative
activity by protecting and rewarding its author; lecond. to reconcile the
differing interelts of worken and employers. M in intellectual property
law. regulaUonl usually distingubh between various categories of rights:
"ownership" rights over the original 'Work; material and economic rights
(generally derivi'la from actual or legal poueslion) whereby the invention or
work can be financially exploited or used for a specific period of time ; the
pecuniary or. compensatory · riaht whereby lalaried inventors who are not
recc.gniaed as beina entitled to owner.hip or utilisation r.,shts or have cedNt
them to their employer usually receive instead some form of special
remuneration or other compensation; and moral rights. which are of an
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individual and personal nature , establish a direct link between the employee
and his or her creation and IWlrantees recognition of that faet.

National laws and practice usually identify various categories of
inventions and works which determine the nature and scope of the employee's
rights and therefore ~hose of the employer. Leaving aside for the time being
the shades of lDeaning and precise definitions that _y vary from country to
country, the first category includes Bo-called "service" or "mission" works
and inventions that are directly linked to a person's employment and are the
outcome of the employee's normal course of work; here, the employer usually
bas extensive rights over the works or inventions. In many countries there is
a second category. especially a. regards inventions, known as "dependent".
"tied", ''mixed'', "casual" or even Uattributable" inventions, which are made
outside the employee'. normal or contractual duties but are nevertheless
related to the activities of the employing enterprise or organisation and to
its economic and trade interests or have been made , possible by the inventor's
access to the enterprise's facilities. Finally. there are the so-called
"freett

, "independent" or "personal"lllventions and works, produced quite
independently of the employee's functions and job. 'wh i ch normally belong to
their creator who, aometilDes within certain limits and under certain
conditions, is free to use them a. he or .he wishes and enjoy all the ensuing
rights; in practice, a clear distinction is made between this and the first
two categories. The assessment and classifying of an employee's creation may
raise problems and give rise to controversy; this is particularly the case of
dependent inventions, which are often difficult to set apart frOID the other
categories, because it i. not always a atraishtforward matter to determine and
appreciate either the sbare of the re.ources made available by the employer or
the extent of his interests. '

Legal bases of protection

The legal bases - for protectins the rights of salaried inventors and
resolving the problem they aive rise to are extremely varied. In addition to
the legal or atatutory provisions arbinc out of labour leshlaUoD, special
legislation and seneral lesblaUon on patents, industrial designs, copyright
and performers' rishts, there are sometimes abo specific resutations. In
countries where there is no relevant lesislation or in order to aupplement
existing laws, the principles applyins to the rights and oblisation. of the
salaried authors of inventions, artistic works or performances are determined
by collective asreementa or individual contracts. In aome countries, the
matter fa lDainly resu!ated by cOlllDOn law or case lav, the latter being
particularly important when employee' a riShta are not properly defined, if at
all, and must therefore be determined in each case in the light of the
employment contract and the relevant principle. of labour lav and intellectual
property law.

h mentioned above, the provisions concerning the orisina! creations of
employees may be found in labour legislation, as far as inventions are
concerned; thb iI the case in Argentina, Brazil, Mexico, Paraguay and the
United . State. (California) (where they deal with restrictions on ' t he
contractual transfer of the inventor'. right. to the employer). The same
applies to Panama, where the protection of salaried authors balso provided
for by the Labour Co.}e. In France and Tunisia, - labour lesblation deals
specifically with the rishts of journalists. In other countries - Switzerland
and Turkey, for example - the protec~ion of employee inventors il ensured by
the lesialation on contracts and relations between employees and employers in
senera! (Code of Obligations). In Colombia, the matter is dealt with by the
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Code of Trade. Ebevhere again, provisions concerning the creations of
employees can be found in the Civil Code, as in Ethiopia (inventors and
authors) and in Italy (inventors).

Several countries have adopted specific legislation that regulate the
rights of salaried inventors in detail. These include Denmark, Finland,
Federal Republic of Germany, Norway and Sweden. Canada and the United States,
have special regulations governing inventions made by state employees. In the
United States, three states in addition to California - Minnesota, North
Carolina, Washington - have recently taken legal steps to limit the scope of
contracts transferring the rights over an employee's invention to the employer.

In the socialist countries - for instance, Bulgaria, Czechoslovakia, USSR
- salaried authors are usually covered by laws which protect and encourage not
only inventions but also discoveries and rationalisation proposals.

In lllany countries provisions pertaining to employees' intellectual
creations.recontained in the legislation on intellectual property, either in
seneral texts as in Sri Lanka (where the matter is regulated by the
Intellectual Property Code, which coven salaried inventors and creators of
industrial designs as well .. salaried authora) or, more often, in specific
regulation. soverning industrial ownerahip of inventions and/or industrial
designs, copyrisht, or perfo~ra' rish~s.

The protection of salaried inventors comes under patent law in Austria,
Barbados, Brazil, !&IE1, France, Hungary, brael, Italy, Japan, Kuwait,
Malayda, the Netherlands, Portugal, .Spain, Thailand, United Kingdom and zaire.

The laws and regulations soverning aalaried authors are usually found in
national legilliationon copyright. 'l'hb is the case in Algeria, Barbados,
Brazil, Cameroon, Chile (civil aervice), Congo, Cote d'lvoire, Cuba,
Czechoslovakia, Ecuador, France, German Democratic Republic, Federal Republic
of Germany, ~, Guatamala, Guinea, Hungary, Israel, Japan, Kenya, Mexico,
Morocco, Netherlands, New Zealand, Nigeria, Philippines, Portugal, Rwanda,
Senegal, Tunisia (civil aervice), Turkey, the USSR and the United States.

M will be seen in the follOWing chapters, the scope of legal and
statutory _asurea dealing with salaried inventors and authors varies. More
often than 110t, copyright lawl apecifyonly the seneral principles applying to
the legal ownership of vorks created by employees in the course of their
duties and to their transfer by law or by agreement to the employer.
Generally apeaking, _the rights and obligationa of the parties are determined
by collective agreements, individual labour contracts and, finally, by case
law. However, 1n aome countries (Eastern European countries, for example)
coPyrilht laws define in more or le.. apecitic terms the reapective rights of
the employee and employer as regards the use and financial exploitation of the
work, as well as the author'a monetary entitlement when his or her rights are
transferred to the employer.

Legislation concerning employee inventors h usually more apecific. Some
laws deal with the various categories of inventions they may be responsible
for and the three categories of riabta mentioned earlier in the text and
regulate in aome detail the rights and obligations of the parties concerned.
Otheratend rather to lay down seneral principles. Finally, in countries
where inventions - and hence patents - are mainly state-owned, the relevant
regulations de'll · euentially with the inventor·a moral rights and pecuniary
entitlements. .
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The scope of protection

The sccpe of national laws and practice as regards the protection of the
salaried creator depends on a number of factors: the type of creation; the
legal definition of "invention''. "work" and "employee"; the sector in which
the creator is employed and his or her occupational category.

As regards the type of creation protected, the acope of the protection
granted to employees responsible for inventions, discoveries, innovations or
original works is often determined by the scope of the intellectual property
regulations protecting the product of creative activity, by the relevant
system of patents or similar rights (such as utility IDOdels and authors'
certificates) and by the copyright system, since the criteria and definiti·ons
upon which they are based sometimes restrict that protection.

,"
Accordins to COlllDOn usage, an invention lDeana "an idea of an inventor

. whicb permits in practice the solution to a specific problem in the field of
technology"z" and relatea to a new product or process. A patentable
invention generally involves devising a .ystem, appliance or process, or any
improvement to them, which has an industrial application and which is novel,
useful and "non-obvious". As a leneral rule, laws protecting inventions by
means of patents exclude aoftware "and scientific theoriel~ -ethodsand
discoveries. z5

Bowever, lllany workers lllay and indeed do initiate rationalisation schemes,
technical improvement,s, innovations or diacoveries that may eive rise to valid
achievements, improvements, processes or technical products, if not actually
to patentable inventions. lbese, when introduced by the employing enterprise

'or organisation, may result in considerable aocial and econoaU.c benefits for
' t he e nt e r pd .s e , for the national econolll)' or for aociety as a whole; the

diacovery of the AIDS virus, which led to the development and marltetingof
sc.reening tests for the disease, is an example of the atakes involved.

In practice, the implications of the link between the protection of the
employee inventor and industrial property depend on the' "patentabiUt7··
criteria applied in the various countries and. sometimes, on the type of
legialation involved. In Switzerland, for instance, where it is the Code of
Obligations that applies, the provisions relating to employee inventions are
enforceable whether they are patentable or DOt•

.' The . law ' sometimes recognises employees' rieht. not only over patentable
inventiona but also, in a broader sense, over innovation.. This is the case
in Eastern European countries, where the legidation protects those
responsible for discoveries or rationali.ation proposals by eranting them
diplomas or authors' certificates which, .s with inventions, acknowledge their
creative activity and auarantee certain right., especially pecuniary riehts.
In the Federal Republic of German, the law regulating the rights of employee
inventorl a1ao applies to proposals for technical improvements which. althoueh
they may not justify the issuine of • patent or licence, do place the employer
in a privileged position comparable to hia holding an intellectual property
right. Other proposals for technical improvements are resulated by collective
agreements or by agreements or rules at the level of the enterpri.e. In many
countries, in fact, enterprises acknowledge the value of their ataff's
inventions or innovations by offerine various forma of compensation and
allowing then.,. share of the enauring profits orsavinss.

WIPO's model law for developing countries on inventions deals not only
with patentable inventions but also with ·'tecbnovations", i.e. solutions "to a
specific proble.m in the field of technology, proposed by an employee of an
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enterprise ••• for use by that enterprbe"z, which relate to the activities
of the en.terprise but have not yet been used or considered for use.

8y and large, works eligible for copyright protection are deemed to be
"all original intellectual creations expreued in a reproducible form, Z 7

irrespective of their quality and mode of expression. National legislation
relating to copyright usually apecifies the types of creations that are
protected. Certain works may be excluded, such a. official documents
(Burundi, Denmark, Ethiopia, Finland, Hungary, United States) or other
administrative works or publications (Philippines, United States).

As mentioned earlier, computer software today is increasingly protected
by copyright. This is 80 under cOJllDOn law in Australia, Chile, Denmark,
France, the Federal Republic of Germany, the United Kingdom and the United
States and under case law in Austria and Italy. Some other countries (Canada,
Netherlands, Norway, Spain, Sweden) are planning to.amend their legislation on
copyright apecifically to include .oftvare. In .everal countries, however,
computer programmes are not yet aubject to any specific protection, and this
may be a problem for the employees who develop them. -

Provisions relating to aalaried inventors or authors may also vary
according to the type of creation. For instance, in Switzerland, different
regulations apply to salaried inventors and to creators of industrial
designs. Similarly, copyright l."s dealing "ith the employees' situation
sometimes contain different provision. for different types of work (software,
cinematographic, photographic or collective works).

The scope of national l.w and praetice varies as to the persons prot.ected
and as to whether the term "employee" is to be understood as covering workers
in _the public aector .a s _well . as in the private .ector, members of ' t he armed
forces and teaching staff. There are sometimes specific provisions regarding
certain categories of inventors, .uch a. public aervice employees (Canada,
1sYE!, Switzerland, United States). Elsewhere, the legislation on employees'
invention. applies to workers in both the private and the public sectors
(Denmark, Italy, Finland, Japan, Norway, Spain, and Sweden, as well as in
Austria, France, the Federal Republic of Germany and brael .ubject to several
special provision. for public servants).

In some countries (Finland, Norway, Sweden), inventors in the armed
forcea are excludei:! from the scope of the legislation regulating employees'
inventions because of the .pecial nature of their inventions. Sweden, as
already noted, has a .pecial law on the matter. In other countries (Federal
Republic of Germany, Israel) members of the armed forces are considered al
public servants in this respect.

National law and practice abo differ in their approach to teachers in
universities or hisher education .stabliahmenta. In Denmark, the Federal
Republic of Germany, Finland, Norway and Sweden legal provisions pertaining to
employee.' inventions do not apply to them; they are not considered a.
employees but as independent inventors, both on account of their academic
freedom and because their official function b to teach and not to invent.
This is usually abo the ease in Switzerland. II Elsewhere, al in Spain,
inventions made by professors in the cour.e of their duties as teacher. or
researc!l workers are accredited to tbe univerdty. In other countries their
situation varies, mainly according to the souree of the funds earmarked for
work and resea~ch carrie~.out .i n universities. Special rules and regulations
may abo apply to .tafi 1n-- researeh institutes, such a. the COlllDOnwealth
Scientific and Industrial Research Organisation (SCIRO) in Australia, the
National Scientific Research Centre (CNRS) and Institute of Scientific
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lesearcb for Co-operative Development (ORSTOM) in France, and the Council' of
Scientific and Industrial Research (CSrR) in Ghana.

As for inventors, there lllay be special measures for certain categories of
salaried authors. For instance, a number of copyright laws relating to
employees bave reglJiations that differ according to the sector - public or
private - in vbich they work (Malawi, Hali, Halta, Thailand, Iambia) , the type
of work they produce or their occupational category. Thiais the case with
teachers in Colombia and with journalists in Australia, Bangladesh, Canada,
~, Pakistan and the United Kingdom. Other countries have specific texts
for public service employee., teaching staff and (in Ecuador, for example)
journalists.

As a general rule, national law and practice define salaried inventors
and authors as being persons making an invention or creating an original work
while under a contract of employment, which implies that the worker is legally
and economically bound to the enterprise. It 1. usually this state of
dependency which differentiates the contract ot ,empl oyment from similar
contracts, .ucb as contracts for work and contracts for a specific task or
order. Nevertheless, certain categories of bighly skilled employees and
employees with apecific qualifications or responsibilities, auch as
researchers, persons employed in bigher education and managerial at.aff, enjoy
a considerable amount of independence .i n tbe course of their duties and are
themselves responsible for supervising the work of others. The criteria
determining vbether a contract is a contract of employment or a contract for
the hire of services vary, 'moreover, not only according to the aense in which
the term "employee" is UJed but alao from country to c.ountry. This also holds
true of the manner in Which national law and practice determine whether the
_asures z:elating to employees' creationa apply regardless of the status of

·I.· ·the employees - permanent, trainee or temporary - tbeir Irade in the hierarchy
and their position within the enterprbe or organisation employlng them.

In aome countries, Masurea reglJlating workers' creations apply to all
employees, including IUpervisory and management staff. This is usually the
case for inventors: in Austria, where the courts have ruled that provisions
relating to employeel' inventions cover those made by technical directora in
.0 far •• they are required to follow instructions and pay the same
contributions as otber workers, in Japan, I t and in tbe · Scandinavian
countries. In the Federal Republic of Germany, on the other hand, wbere the
law on employees' inventions applies to temporary workers, the management and

-. Mmbera of tbe board of directors of an enterprise are not considered aa
employees .but auimUated to the employer ... · In Canada, the measures
applicable to inventiona by workers in tbe private sector that have evolved
out of comnon law generally refer to the concept of "trustee", irrespective of
the type of employment contract, to determine whether the inventor is required
to declare the invention under tbe name of the employer.

Just as the term "employee" has taken on a broader meaning nowada.y. in
leveral countries, the measure. regulating works created by employees
sometimes abo apply to certain worb that bave been cODllinioned, if not
all. In the United States, for example, provision. relating to works created
under a contract for services lpecifically apply not only to those created by
employees in tbe course of their vork but aho to certain commissioned works
(contributions to • collectivevork, parts of a film or other audio-visual
work, translations, supplementary work, educational work, etc.). Under
1-;:gislation on collective agreements in the Federal lepublic of Germany.
persona who are not employees in the strict sense of tbe term but who work for
somebody elae, as well as the organbations representing them, may conclude
collective agreementa; tbese agreements apply, for example, to journalhts ,
broadcasting staff, magazine editors and graphic artists.

6939d/v.2

-_ .- ---------- ----g-----..O ....,A.... lWreat:eo Dy employees
sometimes alao apply to certain verb that bave been cOlIIDissioned, if not
all. In the United States, for example, provisions relating to works created
under a contract for aervices .pecifically apply not only to those created by
employees in tbe course of their vork but also to certain commissioned works
(contributions to • collective work, parts of a film or other audio-visual
work, translations, supplementary work, educational vork, etc.). Under
1-;:ghlation on collective agreements in the Federal Republic of Germany.
perlons who are not employees in the atrict sense of the term but who work for
somebody elae. as well as the organbationa representing them, may conclude
collective agreements; these agreements apply, for example. to journalista.
broadcaating ataff, magazine editora and graphic artiats.

6939d/v.2



..

.
,-

.'
II

I v

I

; ,

- ,L;) -

A. far as performers are concerned. the distinction between employees and
the self-employed is 110t alway. clear. In ..rket-economy countries.
performers on the perman~nt ataff of an enterprbe are a relatively small
Iroup and include for example the .emben of establbhed orchestras and the
actors in permanent theatre company. In -est cases. performerl move on from
one employer to ,t he other or Iwitch from salaried employment to
self-employment. Periodic work. which 18 very videspread, does not prevent
performers from working on 'a regular baai. for one or -ere employers on whom
they are therefore. dependent.

Thb eUstinction become. important in countries where the nature of the
cOntractual relationship determines the reapective rights of employer and
performer. In the Federal Republic of Germany. for example, they vary
accordins to whether it 18 a contract of employment or a contract for .ervices

a dbtinction that baa alao been ..de in case law in the United Kingdom
("contract of service" and "contract for aervices"). In other countries
contractual claues binding performen - whether .elf-employed or employees 
to the penon hiri11l their services tend to be aimilar, if not identical. For
inatanc., in Canada the qreement between CTV Televbion Network Ltd. and
AC'IRA, the actors' union, stipulates that the union representa self-employed
perfor.era but can act as a bargainins agent for employed performers, in which
case the agreement applies in the lame vay .. a collective agreement.

*
* *

.. a reau1 t of technololical chanse and the Iroving role of emplorees in
the .development of inventiona, technical lunovationa and vo~ks protected by
coprri.bt, the trade union and occupational or.anbationa representina
salaried inventors and autbors are focuaiDi their attention on the rights of
thb catelory of workera. In a declaration it approved in February 1986, tbe
becutive CoIIIalittee of tbe European Trade Union Confederation (EIVe) atated
that "all authors and holden of sWlar righta euat be recopiaed to have
intellectual property ri.bt. and title. to the work they create ••• (whether
t.he7 ar.) uapl07ed or aelf-employed, or with fixed-term or unrestricted
contract....

In 1966, the International Federation of Commercial, Clerical,
Profe••ional and Technical Employeea (FIET) adopted ita Guiding Principle. for
International Resulationa whicb, amona other recommendations, call for the
recopition of the intellectual and economic rilbt. of all workera over their
inventions. aecallins that it 1& in the public interelt and in the intereat
of technical prosreaa to encourage invention., to exploit any patentable
i~ention and to release .it for .eneral ue after a reasonable period of
protection, tbe Guidina Principles stipulate that all the intellectual and
econo.Ic riSht. over inventiona belons in principle to the actual inventorl
themse1ve. and mate a number of demand. that are dedped to .afeguard the
right. of aalaried inventor.: . patent right. auat belranted to the actual
inventor or h1& legal succeuor.; the inventor's name auat be cited in the
emplorer'. application for a patent; the.ame ri.bta .u.t app11 to all
worken makins inventions in the .course of their contractual duties or
employment, whether the, ' are aanual , worker., salaried employeea, public
aervant., members of the armed force. or persona undergoing regular vocational
trai~ing. etc. J 1 . , . " .

j . .... .
. .

These demands formed the background of a draft resolution concerning the
protection of employee inventors t rishta that va. aubmitted by the Worker. t

deleaates of aeveral countries at the 66th Seasion (1980) of the International
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labour Conference. 1ecalling the work carried out by the Ito and tb.e repeate$!
demands of the Adviaory Coamittee on - Salaried Employees and Professional
Workera to secure the adoption of an international in.trument on tbia lubject,
it proposed several principles upon which suchan instrument should be based.
These included: ' t he recognition that all intellectual and economic rights to,
and arisingfroDl. an invention belong to the actual inventor; the possibility
to cede certain of these rights to the employer' when an employee is
.pecifically engased on the type of work wi th which the invention. 11
concerned; the actual exploitation of the invention by the employer; the
payment to the employee of an agreed aum in compensa,tion for ceding the
invention or the deht to ue it; -t he l1eed to provide the yorker with all
necessary information enabling him to _lee an objective .1,eSlmentof the :
economic value of hb invention; the aettlement of disputes by independent
arbitration; the acknowledgement of the inventor's name; the recogn.ition
that questions relating to employee inventors' rights should be accepted as
appropriate for determination by collective agreement; finally, the fact that
agreement. setting aside these basic principles shatl be invalid. It iuvlted

. ' t he Governing ' Body of the Ito to place the aubject on the agenda of a
forthcoming session of tbe International Labour Conference. (Bowever, AI this
draft resolution was not among tbe first five resolutions to be cOD.Iidered, in
accordance witb article 17, paragraph 5(a) of the Standing Orders of -tbe
Conference, it could not be ' examinea due to lack of time. u)

For ita part, tbe World FederatiOn of Trade Uni0118(WFTU) adopted a
recolllDendation in 1915. which wa. then adopted by the Liaison COIlIDittee of
Engineera. Supervisory and Managerial Staff. and Techniciana. This
recolllDendation advocates tbe elaboration and application of measures to
protect every employee author of an invention and to auarantee him his .cral
riabt. riahts of ~ersbip and compensation.~J

- "

1 Article 27, paragraph 2. The International Covenant on Bconomic.
Social and Cut tural 1ighta takes up the a&lDe teru (article 15, paragraph 1.
auhparagraph c).

I Certain lovernments repl1ina to tbe Office questionnaire noted that
inventions and worb vere usually ..de by independent inventors and. authora
and that it was UDU8ual that they ' vere carded out within an employment
relationship (CbUe), that the conditions to which the said questionnaire

_ref e r r ed did not exiat within the country <Saint Lucia} or that aa1aded
inventor. and. authora represented on17 0.1 per cent of the countr}". total
labour force (Singapore).

I Adopted on 9 September 1886 and auece..ive1, revised 111 1908, 1928,
1948, 1967, 1971; it vas amended for tbe 1a.t tt.e in 1979. Aa at 1 January
1986. 76 States adhered to tbis Convention.

• Adopted in 1952 by UNESCO. tbia Convention was revbed in 1971; a.
at 15 March 1987. 79 States adhered to tbe 1952 veraion and 43 to that of 1971.

• Adopted in 1883. this Convention haa been amended on several
occaa1.ons (in 1900, 1911, 1925, 1934, 1958, 1967 and 1979).

5 .. This Convention wa~ adopted on 26 October 1961; .. at 4 July 1987,
31 States adhered to this Convention. It is open to States belouSiuS to the
Berne Convention and the Universal CoPyrilbt Convention.
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" WIPO: WIPO ,mode l law . for developing countries on inventions, Vol. I
(Geneva, 1979).

t ,I e solution concernina the protection of inventiotUl by wage-earners,
adopted by the Advbory CoDDittee on Profellional Workera (6-7 December
1929). See: International Labour Code 1957, Vol. II (Geneva, 11.0, 1954),
Appendices, pp. 243-245.

10 Resolution concerning the Protection ' of Salaried Employees'
Inventions, adopted by the Adviaory Coamittee on Salaried Employees, First
Session (Geneva, 14-15 April 1931), ibid. For an ~verview of tbe examination
of the matter by the Advi80ry COIIIDittee on Saillried Employees and that of
Professional Workers, see J. Te.sier: "The 11.0 and uon-manual worken during
the past 50 yean", in 11.0: Panorama (Geneva, 11.0), No. 37, July-Aua. 1969.

It 11.0: leport oftbe tripartite' _eting em conditions of work and
employment of profesalonal worker., . Geneva, 1977 (doc.CIl/1977/S, Annex I,
paras. 68 and 69). . .

II 11.0: light. of performers in broadcasting, televidon and tbe
_chanical reproduction of .ound, International Labour Conference, 26th
seuion, Geneva, 1940,fourtb item on the Ainu, Report A.

ItO: Rights of perfoI'1Dera in broadcasting. television and the
laechanical reproduction of sound, Advisory Coaaittee on Salaried Employee. and
Profes.ional Worker., Second Sea.ion, Geneva, 1952, Report III.

14 Theae include: ... Neumeyer: "Employees t rights in their
inventions: A comparison of national laws". in International Labour Review
(Geneva, 11.0), Jan. 1961; 11.0: Le penonnel .cientifique et technique
hautement gualifU. Condition• .stemploi et de travail (Ceneva, 1914), idem:
Conditions of work and employment of profes.ional worker. (Geneva, 1977); and
Cornwell, sally C.: "Employee rightl in innovative worb". in International
Labour Review (Geneva, 11.0), May-June 19S0.

II In some countries, co-operation between univeraitie. and industry
in research work bas been considerably stepped up during the paat few year.;
thb is parUcula.rly the case in the United State. in the electronic. and
data-procea.ing .ector.. An overview of thb aubject may be found in "La
cooperation univerdte - industrie. Le. centre. cooperatita de recherche aax
Eut.-Uni.... in Travail et methode. (Pari.), No. 445/446. Aua.-Sep. 1986.

Cornwell, Ope cit.

I' Government'. reply to the Office'. questionnaire.
f o_

11 In 1978, 22 per cen't of ali patent. baued were tolndividuala.
See: B.L. Schuchman: "Engineera who 'pa t ent : Data from a recent .urvey of
American bench ensineera", in World Patent Information (Oxford, Pergamon
Journals Ltd), Vol. 5, No. 3• .1983. . ::.' < '. - . ' . 0_

tt Bana Schade: "Employees' lnventivna - law and 'pr a ctice in the
Federal Republic of Germany", in Industrial Property (Gen~!a, WIPO), Sep . 1972.

~ : :: r. >

6939d/v.2
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• '1 Government'. reply to the Office'. questionnaire •
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11 In 1978, 12 per cen't of ali patenta baued were tolndividuala.
See: B.L. Schuchman: "Engineers who patent: Data from a recent aurvey of
American bench ensineera", in World Patent Information (Oxford, Pergamon
Journals Ltd), Vol. 5, No.3, ,1983. •,:.' < '. ' . • •

tt Bana Schade: "Employees' lnventivna - law and 'pr a ctice in the
Federal I.epublic of Germany", ~n Industrial Property (Gen~!a, WIPO), Sep. 1972.
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10 ll. Cuvillier: "Emplo)'1llent and copyright". in Copyrisht (Genev,n.
VIPO), Apr. 1979. and Th. Limperg: ·'Employees· rights in their capacity of
authon", ibid., Sep. 1980.

' I I Concerning the ' economic importance of copyriaht and activities
related to the goods it protects~ see H. 01110n: "The Economic Impact of
Copyright Law", in International Copyright Symposium. Heidelberg, 24-25 April
1986 (Munich. J. Schweitzer Verlag, 1986). According to studies carried out
in several industrialbed countries, it is estimated that the share of
activities linked to copyright in the GNP ia 'constantly on the increase. For
iutance, it ia calculated that it accounts for 2.4 percent of GNP in the
Netherlands. thus exceeding that of the chemical industries (l.9 per c,ent).
See ll. lembe: The performing artists in the technological era.
Reports/Studies CRiA No. 38. Divison of Cultural Development and Artistic
Creation (Paris. UNESCO. 1986).

II Cuvillier, Ope cit.
~ '

II Experiment. in this field tend to encourage the proposal and
realisation ·of joint projects carried out by the enterprise and worker that
are likely to lead to new activities inside and outaide the enterprise, at
least in part. Profit., a. well .s the .eans needed to atart the project and
carry it out, are shared between the ' parties in various forma. On this
aubject aee Jean-Louia Mentior: Synthese des experiences intrapreneuriales
ob.ervee. en Suede et aux USA (Bruxelles, IP Montage).

•• VIPO: VIPO model law for developins countries on inventions. Vol.
, I (Ceneva. 1979).p. 19.. art. 112.

:,' ' :',. ;. ' ,#. 11 . ;-' they' 'u ually ' excl ude inventions contrary to public order and
.araHty and plant or anilllal varietie.. In aome cOU11triea, patenta are not
islued either for product. of priJDe necesalty and public intereat, such ..
pharmaceutical product••

•• VIlO: VIlO model law for developing countries on inventions
Vol. II (Ceneva, 1989), p. 27.

11 VIlO: VIPO dOllary of tenu of tbe law of copyright and
neighbouring rightl (Geneva, 1980) •

u 1'. Barima: "Right. and obliaationa in employee.' invention.... in
Japan Patent. and Trademark. (Suzuye Institute of IIPI). 1982.

10 Hat:hia. luete: "The German employee invention law: An outline".
in Employees' Invention. - a Comparative Stud!. publbbed under J. Philipps
(Sunderland, Fernsway Publications. 1981), p. 184.

U International Federation of COllllllercial, Clerical, lrofeuional and
Technical Employees (FIET): Employee inventor right.: A euide for trade
unionbta (Geneva. 1981). " .

II Ito: Record of Proceedings. International Labour Conference, 66th
, Seadon. 1980, '1 /1 . ', , . ' ~

••
I,. . -

p- ' "

On tbis que.tion, lee r. DeueJIlOntet: "Invention.
·'uni vers i tie.... in .Indus t rial Property (Geneva .. VIlO), Dec. 1982.

in Swiss

U World Federation of Trade Unions (WFTU) :
sAlaried inventor (Prague. 1975).
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CHAPTER II

.
. , ECONOMIC RIGHTS

The uterial or ecollomicrighta deriving from an invention. industrial
deaigna. .oftware. a literary••eienUfic or artbtic work and, lenerally
.peakina. from any creative work living riae to intellectual right. 'a r e
closely related to their oVDerahip. It ia the latter which normally leads to
poaae••ion of the patent on an invention and the excluaive rilht to exploit it
for a apecific tt.e. juat .. it confer. upon the copyright bolder the ,r i ght to
bave temporary .cone.ic uae of a work. Where economic right. have not been
recogniaed to the employee. over an invention or work. or where .ueh rights
are awarded or tranaferred to the employer. the employees' risht. will consist
of a pecuniary or eoapenaatory riaht in the fOnD of financial remuneration or.0-8 other tJPe of compenaation, which rill be cona~4ered in the next chapter.

Haterial or econollic risht•• accordina to the terminololY uaed in the
different approache. to intellectual property. are transferable and have
considerable direct economic conaequence.. Thil bwhy ucertaining to whom
the product of the inventive and creative activity of an employee belongs and
what hi. or her employer.' risht. are in the exploitation or uae of the
product i. of priJDe importance for --t ho. e concerned. The way. national
lesillation and practice bave re.ponded to thb question are varied and

.cOllplex. !bey depend not only on recognition of employee.' copyrisht on an
invention or their ownerahip of the work they have created and the enjoyment
of the re.u1ting economic right. or. alternatively. on their transfer. wholly
or in .part. to the employer but alao... ha. been aeen, on tbe relationship
between the creation in que.lion and tbe employment of the per.on concerned

. and hilor her normal oruaual dutie•• . National legialation and practice with
re.pect to employee inventora. on the one hand, and .alar1ed author•• on the
other. are diacua.ed below on the bula of the coament. and information
commun1cated to the Office and tho.e already available to it.

The economic risht. of inventor.

Workera' riSbU of owner.hip and exploitation of the invention they are
n.ponaible for. like the liJaitaUon. on those rlSht. - namel)', their
obUsationa ·vb -l- vi. tbeir .empl o)'e r and the employer'a risht. - differ. a.
aeen in the previoUi chapter. according to the catesory to which the invention
belonS'. !bey allo vary accordiq to the principle. underlyiq them. Under
induatria1 property law. the rilbtl over an invention or induatrial d.edp•
belona to their creator. Under labour law. on the otber hand, the product of
an employee'. work belong. to the empl01e~. The aolution. adopted bl national
1esi.1ation and practice reflect tbi. contradiction: .ome consider the
employee. a. the initial owner either of all their inventiana, whatever
category they be10na to, or of .ome of tbelll; other•• however, ve.t d.irectly
in the employer the owner.hip of inventioDl -ade by employee. in the course of
their contractual or normal ' activitie., inventions related to the activities
of the enter~rbe andlor inventions that have been aade pouib1e by the uae of
·i nformation , equipment or re.ource. thAt are available in the enterpri.e. '

An employee Who i. .he original ~opyrlght bolder o~ an invention made in
tbe courle of hb or bel' employment b often bound by lesblation or by
contract to tranafer. a..ip or .imply offer the exploitation right. to the
emplo)'er. Tranafer or a••isnment of riSht. 1. normally .ubject to a number of
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conditions, .uch as notification of the employer that the invention has been
made and coamunication of the employer', decision to the worker. It is
therefore not only the .cope of tbe respective rights of the parties wbich
varies according to the country and the category of the invention but also the
method of acquisition of those rights.

The different catelories of inventions
-,

The categor.iea of inventions Tecognised in oational legislation and
practice ud the .ituationa they cover can vary considerably. The relevant
definitions lDay, however, be IaOre or leu broad and in pra.ctice. therefore,
thi••ometimes blur. the di.tinction between the .-rious categories.

Legislation and practice in IIlany COWltrie. explicitly or implicitly
identify three -.ain categories of inventions, as mentioned In the preceding
chapter (Argentina, Brazil, Canada (in the public ' .ernce). Colombia. ~.
France, Italy, Kuwait, Malaysia, Nigeria, Paraguay. Spain, Switzerland.
Thailand, United States (in the public .emce and, in the absence of any
.pecial contractual proviaions, the private .ector in .0 far a. the categories
are covered by common law provi.iana) and zail·e).

Some countrie. have a different ' c t a u ifi ca tion and distingubh between
enterprise invenUana, i.e. tho.e in which the facilities, proce..e. or
methods of the enterpriae play a leading role, irre.pective of the
inventor(.), service invention. and free, independent or occasional inventiana
(Panama and Venezuela, for exaaple).

- .. .. Other legal .ystems diatinguiah between .everal categorie. of clependent
.' '- . ..~. invention over which the employer _y a.cquire right.. 'l'hb ia .0 in Finland,

Norway -and Sweden which have .pecial Iegbtation on .alailed inventor.'
right., though in Sweden the collective agreement. concluded in 1970 by the
Swedish Employer.' Confe4eration (SAY) and three 1Dlions, the Industrial
Employee.' and Techniciana' Onion (SIF), the Foremen'. and Superviaon , Union
(sALF) and the Qualified Inaineera' Msociation (CF), Mntion only three:
.ervice inventions which are -.ade in the eeuese of the employee'. Dormal
duties or u.k. apecially ...isned tohiJll; tied inventiona who.e Wle come.
vithin the employer'••phere of activity; and inventiona other than tbo.e
mentioned above which are defined a. free inventiona.

;- Elaewhere, again, the 1.v J:'efer. explicitly or implicitly only to two
'cat el or i es :. .ervice lnventiona, which are defined in very broad terma, and
free inventiona. 'l'hb ia the caae in Austria. the Federal Republic of
Germany, brae1 and Japan.

In the Federal Republic of Germany the legialation on employee.'
inventiona refers explicitly to .ervice invenUana, which it define. ..
deriving from a perlon'. occupational aetivity in the enterpri.e (or
admini.tration) or .s being e••entially based on the experience or vort of the
enterpri.e or public adminiatration, and free invenUona. I ' I n Ethiopia alao
the Civil Code refen to tvo categorie.: invention. _de by an employee
.peeiatly recruited to carry out re.earch or mate invention., and others which
are deemed to be free. - In Mexico, too, the Labour Code diatingui.hea froll
other invention. thOle which are ude by vorten appointed to undertake
research or .tudiea for the employer ill order to improve proeeaaes used in the
enterpri.e.

Austria'. law on patenU refen only to serVice inventions, which it
describes a. inventiona connected with the activities of the enterprbe tha.t
fulfil one of the following conditions: the activity re.ponsible for the
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describes a. inventiona connected with the activities of the enterprbe that
fulfil one of the following conditions: the activity responsible for the
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invention 18 part of the requireJDenta of service; the employee has been
encouraged . to _ke the invention 'by hia activity in the enterprise; tbe
invention ha. 'been IreatlY ,facilitated 'by tbe experience or resources of the
enterprise. · In brael tbe service invention is defined a. an invention
derived from the employee's activit,. or _de during hia service. In J.apan. it
18 an invention whicb 18 related to tbe employer's activities and made by a
worker in the course of tbe duties he b required to perform for tbe
employer. I

free inventions

According to info·rmation coamunicated to tbe Office or available to it.
national law and practice recogni.e that the employee is the owner of any free
or independent invention. and may therefore normally dispose of tbem and enjoy
all the related economic rishts. exploit them himl,l( or ..sign them to others.

Legialation in various countries explicitly stipulates that any free or
personal invention belonas to the employee (Arsentina. Brazil, Colombia.
Ecuador, France. federal aepublic of Germany, Mexico, Spain. Venezuela).

In Iradl, the law establishing an iD4ustrlal property code state. that
inventions and improvements _de by an.~loyee under contract without using
the employer's resources, information, finance, ..teriah, facilities or
equipmentbelona exclusively to the inventor. Similarly, in Colombia, Ecuador
and ~. an invention which bas neither been ..de by an employee responsible
for researcb nor been facHitiated by the inventor's access to secrets or
confidential research ·i s the imprescriptible property of tbe worker concerned.

· The Panamanian Labour Code ,def i ne. free inventions as inventions in whicb
the personality or the effort of the employee predominates; they belong to
tbe inventor even if tbey derive frOID bis or ber emplo)'1Dent. The employee _y
not renounce ownersbip of a free invention in favour of the employer or a
tbird party other than by a contract concluded after the invention ha. been
..de. The Labour Code of Paraguay contains aiJllUar provh!ona; It: provides
that • worker --7 not renounce owner.hip of an independent invention in favour
of tbe employer except by special contract after the _king of the invention.
which it defines .. any iavention due to the personal skill. exerci.ed in the
course of a worker'. employment that does not .eet the criteria applicable to
exploitation or service inventions.

Where, .. often happens, free inventions are not defined. they compri.e
all inventions otber than tbo.e over which the employer has or obtains
exploitation rights or .y claim direct ownership. Tbia ia the cue in
Ethiopia. france. tbe Federal aepublic of Germany. Mexico. Spain and the
United kingdom. where the inventor i. explicitly deemed to be the owner of any
inventions _de in circumstance. otber than tho.e defined by law. The same 18
true of S\leden under tbe above-mentioned collective agreement on employee.'
ricbt. over tbeir invention..... it b in eountrie. where the worker'. right
of owner.bip over a free invention - thoUlh DOt expre.dy stipulated - b
.afeguarded a contrario by proviaio.u loveruing the rights and duties of tbe
partie. concerned in re.pect of service and/or dependent inventions (Austria.
Canada (in tbe public .ervice). Denmark, finland. German Democratic R.epublic,
Bungary, Israel, Italyu Japan, Malaysia. Nethelilands. Norway, Portugal. Sri
Lanka. Switzerland. Thailand. United States (in the public service and in the
private .e~tor. in the absence -of epee!al provi.lons or contractual obliaations
to tbe contrary), Zaire). In tbese cases it i. the definition of .ervice
and/or dependent in;;ntion. which in practice determines tbe .cope cf tbe
definition of free inventions: tbe broader the former, the JDOrerestricted
the latter.

- .._..~ 1O".Uecu.ve agreement on employee.'
richt. over their inventiona, .. it b in countrie. where the worker'. right
of owner.hip over a free invention - thoUlh DOt expre.dy stipulated - b
safeguarded a contrario by proviaio.u loveruing the rights and duties of the
partie. concerned in re.pect of service and/or dependent inventions (Austria.
Canada (in the public .ervice). Denmark, finland. German Democratic Republic,
Bungary. Israel, Italyu Japan. Malaysia. Nether.land•• Norway, Portugal. Sri
Lanka. Switzerland, Thailand. United States (in the public .ervice and in the
private .e~tor. in tbe absence -of .pee!al provi.lons or contractual obligations
to tbe contrary), Zaire). In these cases it is tbe definition of .ervice
and/or dependent in;;ntion. which in practice determines tbe .cope cf the

" definition of free inventions: the broader the former, tbe JDOre restricted
the latter.
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As we have .een. certain categories of employees are .ometimes considered
al independent inventors: tbeinvenUona tbey make are deemed to be free and
are therefore tbeir property, whatever category they belong to. This b the
ease for teachers at universities and institutes of higber education in
Denmark. Finland, Federal Republic of Germany, Norway and Sweden. There may
however be certain reservationa. Thus. in tbe Federal . Republic of GermanI,
vbere the law on employeel' inventions stipulates that teachera and scientific
&11ia tantl in universities and the major .cientific institutes are free,
inventors are obliged to inform the university or institute of the
exploitation of an invention vben it has provided .pedal resources for work
on the invention; at the request of the university, inventors IllUStalso
indicate the type of explo.itation and tbe profits made. The universlty may
clatm an appropriate .bare of the proceeds, up to the value of the resources
provided.

The autbor of a fr.e invention i. .ometimes .ubject to certain
obligations and restrictions designed to protect the: employer'. interests, and

. • pecifically to enable him to judge the quality of tbe invention. In tbe
Federal Republic of Germany, employees are bound by law to notify their
employer immediately of any free invention and provide any information whicb
the latter may need to determine whetberit il indeed a free invention and to
claim it if he believes tbat it 18 not. No claim may be made beyond a certain
tt.e following notificatiou,(three -entbs). The requirement tbat the employer
be notified 18 waived vben tbe invention 18 quite dearly not relevant to the
activities of the enterprise. In France, vbere employees are likewise
required to declare aU inventions, tbe declaration IllUSt contain any
infonlation needed to determine bow to da..ify the invention, .pecifically as
regards ita Purpose. pouible applications and the circwutances in whlcb it
vas aade.' ..

In Argentina, whose labour lelillation stipulates that the inventions and
personal diacoveriea of worker. are their property even though they may bave
used equipment not belonait13 to them, workers who decide to anip their
right.• to their employer IDUIt ,ive the latter preference over other potential
acquirers. In Mexico, too, employers have & preferential right to exclusive
uae or acquisition of the invention and eorr••pondina patent. In Venezuela
employer. bave priority in acquiring independent or oceadonal inventions and
improvement. in industrial proce..e. (i.e. inventions and improvement. in
which tbe effort and talent of a worker vbo baa not been employed to undertake
re.earcb an' : find new proce..el bave played a leadina role); an employer may
exercise thjl rilht of acquia1tion within 90 day. of the inventor'. offer.

Service and dependent inventions

Unlike the aituation vith free invention., employer. do have or may
leuerally claim extensive though variable rilht. over lervice or dependent
inveuti011l by workerl in tbeiremplo1. I.e. invention. produced in tbe courle
of a worker'. normal or usual dutiel (often delcribed al .ervice invention.),
invention. that are directly relevant to the employer'. economic or commercial
intereats, and inventions tbat have entailed the use of resources or
facilitiel made available to the employee (dependent inventions). Although in
many countries tbey faU into two different categori•• , tbere are case. where
tbe right. attacbed to them are regulated in tbe .ame way and the employer
~efits from limilar right. of ownerahip and/or exploitation. These rights
are often accompanied by a legal or contractual obligation to award finane!al

' compensa t i on to ~he inventor; vbe.! "t hi . II not t~e case , enterprises none the
le.. frequently offer remuneration or a reward on a voluntary bash (for
example. in Canada and the United Statea). Compensation 18 in faact what
protection of saladec! inventors i. all about here since. whUe the employee
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normally retains the moral righh, . the property and exploitation righh are
lenerally Branted to the employer, directly, by aasigoment or by acquisition.

Accordins to the countrY and/or category of invention, a worker l18y or
may not initially enjoy the riaht of ownership and have to assign or offer it
to the employer. The WIPO model law for developing countries on inventions
indicates that the right to a patent for a .ervice invention, which it define.
as an invention made in execution of a commission or an employment contract,
belong. to the employer in the absence of contractual provisions to the
contrary; •• to dependent inventions, i.e. inventiona ..de by employees whose
employment contract doel not require them to engage in inventive activity, in
the field of activities of their Ulployer and by usinS data or ..ans made
available to them through their" .empl oyment , the -.odeI law proposes two
alte'rnatives, one Iranting the patent riSht to the employer and the other
Iranting it to the aalaried employee who muat then offer the employer a chance
to acquire it. 4 . '. " .

.~ .

" t

u
· · · · ~

- -- ' '. .
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In aome countries, the right of .ownership b initially vested in the
author of a service invention, subject to tbe acqu:hition of rights by the
employer.

This ia the case in the Federal Republic of Germany, where the definition
of a aervice invention also covers .what may elsewhere be described .. a
dependent invention. An employee resPonsible for a service invention D1St
notify the emplo,er immediatel, in writing, with a deseription of the
technical problem, its solution and the invention itself. The inventor IlWIt
al.o indicate the service instructions or directives received, the experiments
or work of the enterprise that were used, the co-worker. involved (a. veIl as
the nature and scope of their collaboration) and what tbe employee conaiders
to be bb or her per.onal participation. The employer ., claim the invention
whoUy or in part .and thereby acquire all the riShts in it or a non-exclusive
risht of use. The claialDUSt be in vritins and INSt .be communicated to the
employee within four -anthaofnotification of the invention; otherwise the
invention becomes free and the employee ma)" dispoae of it at will. If the
employer claw onl, a partial right in the invention and if hb or her right
_, unfairly jeopardise exploitation of the inv.adem by the employee, the
latter may demand that the .empl oye r acquire an unrestricted right or abandon
all rilhta in the invention. .The emplo)"er - and the employer alone - baa the
oblisation to file an indu.strial property claim in the country, unless the
lesitimate interests of the enterprise require that the invention remain
undiacloaed, unless it has become free or unle•• the employee agrees to a
claim not being filed; otherwiae it ia the inventor who fUell for patent in
the name and at the expense of the employer. The award of unrestricted rishts
abo llean. that employers lII&y fUe for a patent abroad; if they decide not to
file for a patent in certain countries, the. rilht . to do ao faU. to the
inventor for those countries. Similar provi.ions apply to utility model.. On
the other band, it 18 the employer who initially and directly bolds the right.
in ornamental designs and model•• unless otherwi.e provided for by contract.

In Austria salaried inventors are entitled to a patent for an invention
..de durinS their employment. except where there is a . provision to the
contrary in their contraet. Clauses atatina that fut,ure employees' inventions
belong to the employer or reaervins for the employer the right to exploit .uch
inventions are valid only if thf!Y are drawn up in vrit!.ns or included in
collective agreement. and reatrieted to service lnventions. When a contract
provides that an employee •a · future ~vention . becomes the property of t~e

emI·!o)'er. the worke:: muat iJaDediatelt inform the latter of .ny invenUofls
made. except those ·which' obvioudy do not faU within tbe terms of the
contract. The empl dyer must inform the worker of any claim to the invention
.s a .ervice inventi~n within four .cnths of uotification; in the absence of
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In Austria aalaried inventors are entitled to a patent for an invention

..de durinS their employment • . except where there is a provision to the
contrary in their contraet. Clauses statina that fut.ure employees' inventions
belong to the employer or reserving for the employer the right to exploit auch
inventions are valid only if thf!Y are drawn up in vrit!.ns or included in
collective agreement.. and restrieted to service lnventions. When a contract
provides that an employee •a · future ~nvention . becomes the propert)' of the
eDlI·!o)'er, the worke:: muat iJaDediatelt inform the latter of any invenUoils
made. except thoae ·which' obviously do not faU within tbe terms of the
contract. The empl dyer must inform the worker of au)' claim to the invention
.a a aervice iuventi~n within four .cntha of notification; in the absence of
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any claim ,by the employer'. - the invention remains the property of t:he
employee; ' . the latter. lite -t he employer, is required to refrain from
discloains the invention. When the employee is a public servant or under 8
public-lay contract. the employer 1118y claim a service invention or the risht
to exploit it without concluding any special contract.

In Jarae1 an employee who I118ke8 a aervice invention -.ust notify bis or
ber employer as soon as possible; the employee must 81ao inform the employer
of any patent applications which be or ahe may have filed. Where there is no
agreement to the contrary. 8 .ervice invention becomes the property of the
employer, unle•• · he or ahe renounces the ' right within aix months of
notification of the invention. In the notification. tbe employee lDay inform
the employer that, in the absence of any _r epl y to the contrary within the aaid
period. the invention shall become the employee's property.

In Japan inventors normally retain the right ~o patent their inventions,
while the employer enjoy. a non-exclusive exploitation licence; they may,
however. be sranted the right to a patent or' exclusive right. over tbe
invention by contract. under the wort.' rules or by _ans of any otber
proviaion. Any agreement, worts' rule or other provision as.isoing to the
employer in advance the risht to obtain a patent or an exclusive licence to an
invention other than a service invention ia null and void.

In the Netherlands employera are entitled by law to a patent on an
invention by a worker whose function it is to uae hie or her bow-how to ..ke
inventions of the type for which a request for patent is made.

In Denmark, Finland, Norvay and Sweden. the right of ovnership of all
.ervice or dependent inventions is initially ve.ted in the aalaried employee•

..-while , the employer baa the ' pouibiUty of acquiring this right or varioua
kinds of utilisatiem righta~ · .' In Denmark the law on emplofees' inventiona
permita t.he righta over inventions produced in the eeuese of a worker' I

employment and related to the employer'a field of activity. or over inventiona
which result from the employee' a official dutl.. , to be asdsoed to the
employer. In Finland employera _y acquire. Wholly or in part. the rishta
over inventioM resulting from tasks entrusted to an employee or from the

, l atter ' s experience in the enterprise if the invention is related to t.he
employers' field of activity. They ..y abo acquire the rishta over an
invention whose exploitation does not come within their aphere of activity if
it offers a solution to a problem the worker waa asked to tackle .. part of a

4 job. Moreover, they ..y acquire the right to exploit an invention ..de in
other circumstancea, even independently of the worker 'a employment. on
condition that ita exploitation' b relevant to their field of activit,.; in
aucb c.a.s they have the firlt option to conclude an agreement with the
inventor. Similarly. employen in Norway .y require that rights over an
invention wbich comes within their field of activity be transferred to them,
wholly or in part, if the worker'a main taak is to undertake researcb or other
work that lDay lead to an invention; they may aho claim the right to exploit
an invention which does not result from the worker's duties if sueh
exploitation faUs within the sphere of activity of the enterpriae; uae of
the invention JllU8t in such case. be restricted to the enterprlae' s ovn
activitie.. Similar provisions are contained in the law relating to the
righta of salaried inventors in Sweden. In all these countries inventors .y
file for a patent provided that tbey inform their employer, the intention
beins tha.t the latter ..y obtai'Ll the patent if he or ahe become. the
acquirer. Any employee who makes a aervice invention ~t inform the employer
and provide him or her with detail. of the inve~tion. The employee must al.e
inform the employer of what be or she considers to be the relationship between
the employment and the invention. If the employer wiehe. to acquire a right
over the invention. he or .be ~t inform the employee in Ytitins within four
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~t'.LUHBUOn ralls within the aphere of activity of the enterpriae; uae of
the invention JllU8t. in .uch cases be restricted to the enterpriae 'a own
activities. Similar provi.ionl are contained in the law relating to the
rightl of lalaried inventors in Sweden. In all theae countries inventors lIlay
file for a patent provided that they inform their employer. the intention
being that the latter ..y obtait.\ the patent if he or Ibe becomes the
acquirer. - Any employee who makea a aervice invention ~t inform the employer
and provide him or ber with detaUs of the inve~tion. The employee must alse
inform the employer of what he or abe considers to be the relationship between
tbe employment and the invention. If the employer wiebe. to acquire a rigbt
over t.he invention, he or abe ~t inform the employee in writins yithin four

6939d/v.2

- - -.- - - - - - - - - - - ----- - --- - - - - - - - - - - - -


