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Mr. Jo••ph Allen
Agtin9 Direotor l re4.ral TeOhnolo;y

Xanaw..ent Policy D1v1.1on
Oftice of Productivity,

Technology and tnnovation
DapartJllent ot Co.eroe
Room H4837
washington, DC 20230

Ral I xoapt 1onal cirouaatance Detaraiftltion.
Under Publio LaW 96-517

Dear Mr. All.n a

""I. ...
•..

. '.::1..

.""....

We ftOW have a aituatlon where a 90varnment a,_nay i. r.~1rin9
t hat wa aqr.. in advance to a broad catevory of technology that
will be con.1der.d to b. exceptional ciraumatanoe. to ba tre.tees
on a el a•• rather than a ca.e by oa.8 b••i.. Thi. Idvance
cl•••iti aat i on of such a broa4 Qate;ory ot teohnclot1•• appear.
to neutralize the application of ,~ 1~-51' and be counter to the
intent ot Ccn;r•••.

Can you pl.... ;!v. u. an opinion ot the Depart••nt of Coma.roe
r egardi ng thia agency" ~rGc~lQ. in~otar •• the .pi r it and the
l etter of p~ t6-!17, aa wel l •• PI. t 8- 1301 M ve (i~~ un4.r &
great d.al of pre.lure to continue fun4in9 ot a 1Ila ~ ,~r contract,
cou14 w. pl.... haar from you •• .oon a. 1. r e••onably
convenient.

""~

With l i mi t ed .~c.ption, PL 96-'17 provid•• that a ftoftprot1t f. ~
contract or meeting certain criteria wl11 have fir.t option to ,
titl e i n inventlon. esevelopeCS under qovernaent a;enoy .upport 1ft " . ,.
orde r t hat the contraotor can ••ek to bave the technoloqy ~'1'~
deve l oped tor publio u•• and benefit. Tha law allo provl de. that ·
on a oa•• by oaGe bali., an agency a.y deolare a 'PeGit1c .
invent i on •• an ".xc.p~1onal giroum.tano.- ca•• , wherein the 1
cont r act or may not eleot title . Such 0&•• by Ol.e .xceptional ~
oircumat . nde u••• are r.viewed by ~h. Depart••nt of co...ro. . . ~

;;
..,lJ
-~-.
,·1
<:

0]
- ~

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



2:47PM;

~:TELECOPiiit*·W8· : · · ' - · -,-i~.; ':6~l?'~:

~;ENT B'l: STAN. TECH. LICENSING ; 1-12-ee
u ~

~r ...#

Mr. ~o••pb Al1~
January 12, 19.1
page TWo

. -..,-...-~- .~'o-. _ ~~. - f .-

41~1'v2i. - ' <" - --" _-,r~-'T'~l

4153271921-7 2el23??8432al 2 1;

ver.r truly youra,

f?tu:r~

The f iald. that the &;ency .pec1f1•••• exoeptional o1rouaatano••
are "uran! an enrlanaent teChnology, the .te~.f. and 41Ipo••1 of
oivilian h1Qh-laval nuol.ar v••te and .pent fuel teOhnology, and
tho•• national ••cur1ty tachnolog1•• ~ich are ola••ified, O~

s*na1t i v. , under Seotion 141 of the Atoa1c Ifte~ lot (42UIC21")
or contr ol pur.uant to te4.rll export rerulatlona a. .tlp~lated

i n 000 Direotive 5230.25.- Thi. -,ency a1.0 Rr•••rv•• the rifht
to unilat.~ilY ...nd thi. oontract to identify .ft~ new teobnioal
fi.141 which may b. determined to b. exoeptional ciroua.tano••
pur.uaft~ ~o 35UIC2oa (l) (11)_" ,

Miel. .elaarl
Director
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U .S. OEPARTMENT OF COMMERCE

ABSTRACT OF SECRETARIAL CORRESPONDENCE

TO: IX ITh~ Secrerarv I'" I The Deputy Seererary
.. - _.. -

FILE
From:

Prepared by:

SUBJECT

Dace: nov 2 ~ iSB6

DECISION MEMORANDUM

Under Secretary for Economic Affairs~~
Norman J. Latker/EA/OPTI/377-0659

Implementation of the Federal Technology
Transfer Act

STATEMENT ~ ~ ISSUE

What steps should the Department take to implement the
Federal Technology Transfer Act of 19851

ANALYSIS

On October 20, the President signed the Federal Technology
Transfer Act of 1986 (P.L. 99-502), which amends the Stevenson
Wydler Act (P. L. 96-480). Commerce supported this Act as
priority legislation. It builds on fundamental principles the
Department developed for managing technology produced with
Federal funding. The principles, which we have embodied in two
previous laws and the President's Patent Policy Memorandum,
give universities and businesses control of their technology
and strong incentives to promote its commercial application.
This Act finally extends these principles to Government
operated laboratories and, if implemented properly, can give
u.S. industry practical access to nearly all unclassified
technology ,the Government funds or produces in the laboratories.

Among the amendments are provisions that promote technology
transfers by permitting agencies to authorize Government
operated laboratories to enter into cooperative research and
development arrangements or licensing agreements with the
private sector, sUbject to statutory or agency imposed
conditions. The amendments also provide needed incentives
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to encourage laboratories and their scientists to examine how
the results of projects funded to meet Federal needs might be
adapted to commercial uses. It does this by permitting the
laboratories to accept resources from the private sector under
cooperative arrangements anJ by assuring laboratory scientists
a percentage of the royalties resulting from their inventions.

From its beginning, the Administration has been striving to
increase American innovation by decentralizing the management
of technology coming out of Federally supported programs.
The Administration's policy is widely supported in the private
sector. It is viewed by state and local governments as a
centerpiece of local economic development. In order to take
full advantage of thia unique opportunity to broaden the U. S.
technology base, the department must now move forcefully to
implement the President's policy.

Within the Department of Commerce the technology transfer
function contained in this new Act are the programmatic
responsibility of the Under Secretary for Economic Affairs.
Accordingly, as a first step in implementing the Technology
Transfer Act of 1986, the additional agency level and
Government-wide coordinating authorities vested in you by
these new amendments to the Stevenson-Wydler Act should be
delegated to the Under Secretary for Economic Affairs.

When this delegation has been made, we will create a DoC
committee to implement the Technology Transfer Act of 1986,
of all interested Departmental units in order to expedite
implementation within the Department. The committee would
undertake as a primary task the further delegation of the
cooperative arrangement and licensing authorities to
Commerce laboratories under appropriate conditions.

RECQt1:=JENDAT TOtlS

1 . I recommend that you delegate the authorities and responsi
bilities given you under these new amendments to the
Stevenson-Wydler Act to the Under Secretary for Economic
Affairs. (Attached at tab A is a summary of the authorities
to be delegated to the Under Secretary for Econo~ic Affairs.
Also attached at tab B is a copy of Public Law 99-502, with
the new authorities to be delegated underlined in red). If
you agree with this proposed delegation, we will coordinate
with the Assistant Secretary for Administration to amend the
appropriate Departmental Orders.

DECTSION

l\.pprove_..;:J~ __

DEC 10 1986

Disapprove __ Let's Discuss _

___ _ .- __ •• .,,\0£ "-'I C::. W ... \MI l' r-- .. ,... ...... - - ..... - ,..



2. I recommend your approval of the e3tablishment by the
Under Secretary for Economic Affairs of a DoC committee
to implement the Technology Transfer Act of 1985.

DECISION
/Approve _

OEr 1. J 1986

Disapprove _ Let's Discuss



COORDINATING AUTHORITIES CREATED BY P. L. 99-502

I. Gover~ent-wide coordinating Authority Assigned to the
Co~~erce Depart~ent by P. L. 99-502

Section 10(;) (1)
The secretary, in consultation with other Federal
agencies, ~ay--

(A) ~ake available to interested agencies the
expertise of the Depart~ent of Co~~erce regarding
the co~~ercical potential of inventions and
~ethods and options for co~~ercializationwhich
are available to the Federal laboratories,
including research and develop~ent li~ited

partnerships 7

(B) develop and disse~inate to appropriate agency
and laboratory personnel ~odel provisions for use
on a voluntary basis in cooperative research and
develop~ent arrange~ents7 and

(C) furnish advice and assistance, upon request, to
Federal agencies concerning their cooperative
research and develop~ent progr~s and projects.

Section 10C;) (2)
Two years after the date of the enact~ent of this
subsection and every two years thereafter, the
Secretary shall sub~it a su~~ary report to the
President and the Congress on the use by the agencies
and the Secretary of the authorities specified in the
Act •••

Section 10C;) (3)
Not later than one year after the date of the enact~ent

of the Federal Technology Transfer Act of 1986, the
Secretary shall sub~it to the President and the
Congress a report regarding--

(A) " any copyright provisions or other types of
barriers which tend to restrict or li~it the transfer
of federally funded co~puter software to the private
••ctor and to State and local govern~ents, and agencies
of .uch State and local govern~ents7 and

(8) the feasibility and cost of co~piling and
~aintaining a current and co~prehensive inventory
of all federally funded training software.



II. Agency-level Coordinating Activities Created by P. L. 99-502

A. Cooperative Agree~ents

Section llCa)
Each Federal agency ~ay per~it the director of any
of its Govern~ent-operatedFederal laboratories-

(1) to enter into cooperative research and
develop~ent agree~ents on behalf of such
agency (subject to subsection (c) of this
section) ••• , and

(2) to negotiate licensing agree~ents•••

Section llCc) Cl)
A federal agency ~ay issue regulations on suitable
procedures for i~ple~enting the provisions of this
section •••

Section llCc) (3) CA)
Any agency using the authority given it under
subsection (a) shall review e~ployee standards of 
conduct for resolving potential conflicts of
interest •••

Section llCc) (3) CB)
If ••• an agency is unable to resolve potential
conflicts of interest within its current
statutory fr~ework, it shall propose necessary
statutory changes to be forwarded to its
authorizing co~~ittees in Congress.

Section lICe) (5) CA)
If the head of the agency ••• desires an opportunity
to disapprove or require the ~odification of any
such agree~ent, the agree~ent shall provide a 30
day period within which such action ~ust be
taken beginning on the date the agree~ent is
presented to hi~ or her by the head of the
laboratory concerned.

S.etioR 11(e) (5) (B)
In any case in which the head of an agency •••
di.approves or requires the ~odification of an
agr.e.ent ••• , the head of the agency ••• shall
tran••it a written explanation of such disapproval
or ~odification to the head of the laboratory
concerned.

2
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B. Awards Progr~

Section II
The head of each Federal agency that ia ~akin9

expenditures at a rate of ~ore than $50,000,000
per ' fiscal year for research and developroent in
its Gover~ent-operated laboratories
shall ••• develop and i~pleroent a cash awards
prograro to reward its scientific, engineering, and
technical personnel for--

(1) inventions, innovations, or other
outstanding scientific or technological
contributions of value to the United States
due to coro~ercial applications or due to
contributions to roissions of the Federal
agency or the Federal Govern~ent, or

(2) exe~plary activities that proroote the
doroestic transfer of science apd technology
developroent within the Fed~ral Governroent and
result in utilization of such science and
technology by ~erican industry or business,
universities, State or local governroents, or
other non-Federal parties.

c. Distribution of Royalty lncoroe

Section 13(a) (1)
Except as provided in paragraphs (2) and (4), any
royalties ••• received by a Federal agency frOID the
licensing or assig~ent of inventions ••• shall be
disposed of as follows:.

(A) (i) The head of the agency ••• shall pay at
least 15 percent of the royalties ••• to the
inventor ••••This clause shall take effect on
the date of the enactroent of this section
unless the agency publishes a notice in the
rederal Register within 90 days of such date
indicating its election to file a Notice of
Proposed Ruleroaking pursuant to clause (ii).

(A) (ii) An agency roay prorulgate •••
regUlations providing for an alternative
prograro for sharing royalties with
inventors •••

3



Section 13 Ca) (l) CA) (iii)
Any agency that has pUblished its intention to
pro~ulgate regulations under clause (ii) ~ay elect
not to pay inventors under clause (i) until the
expiration of two years after the date of the
enact~ent of this Act or until the date of the
pro~ulgation of such regulations, whichever is
earlier. If an agency ~akes such an election and
after two years the regulations have not been
pro~ulgated, the agency shall ~ake payroents (in
accordance with clause (i» of at least 15 percent
of the royalties involved, retroactive to the date
of the enact~ent of this Act. If pro~ulgation of
the regulations occurs within two years after the
date of the enact~ent of this Act, pa~ents shall
be ~ade in accordance with such regulations,
retroactive to the date of the enactroent of this
Act. The agency shall retain its royalties until
the inventor's portion is paid under either clause
(i) or (ii) ...

Section 13(a)(1) (B)
The balance of the royalties ••• shall be
transferred by the agency to its Governroent
operated laboratories, with the roajority share of
the royalties ••• going to the laboratory where the
invention occurred•••

Section 13(a) (2)
If, after pay~ents to inventors under paragraph
(1), the royalties received by an agency in any
fiscal year exceed 5 percent of the budget of the
Govern~ent-oper4ted laboratories of the agency for
that year, 75 percent of such excess shall be paid
to the Treasury of the United States and the
re~aining 25 percent ~ay be used or obligated for
the purposes described in ••• paragraph (1) (B)
during that fiscal year or the succeeding fiscal
year. Any funds not so used or obligated shall
be paid into the Treasury of the United States.

S.ct;ioQ l3(a) (4)
A 'ederal agency receiving royalties ••• as a
result of invention ~anage~ent services perfor~ed

for another Federal agency or laboratory ••• shall
retain such royalties ••• to the extent required to
offset the pay~ent of royalties to inventors
under ••• paragraph l(A), costs and expenses
incurred under clause (i) of paragraph (1) (B), and
the cost of foreign patenting •••• All
royalties ••• re~aining after pa~ent of •••
royalties, costs, and expenses ••• shall be
transferred to the agency for which the services
were perfor~ed•••

4
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D. Record Keeping

Section ll(c) (6)
Each agency shall ~aintain a record of all
agr'eeJllents entered into under this section.

SectiQn l3(c) (1)
In JIlaking their annual budget subJllissiQns Federal
agencies shall sUbJllit ••• suJllJllaries Qf the aJIlount of
rQyalties ••• received and expenditures JIlade •••
under this sectiQn.

E. Federal LabQratQry CQnsQrtiuJll

SectiQn 10(e)(1) _
There is hereby established the Federal LabQratQry
CQnsQrtiuJll fQr TechnQIQgy Transfer •••which, in
cQQperatiQn with Federal laboratQries and the
private sector, shall--

(E) utilize ••• the expertise and services
Qf ••• the oepartJllent Qf CQJIlD'erqe ••• ,as
necessary.

SectiQn 10(e) (2)
•••The representatives tQ the CQnsQrtiUJll shall
include ••• a representative appointed frQD' each
Federal agency with Qne Qr JIlQre ~eD'ber

labQratQries.

SectiQn lOre) (7) (e)
The heads Qf Federal agencies ••• JIlay prQvide such
additiQnal suppQrt fQr QperatiQns Qf the
CQnsQrtiUJll as they deer apprQpriate.

5
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o When the contractor is not located in the O.S. or has
a place of business here and is subject to the control
of a foreign government,

c in exceptional circumstances when the agency can
demonst rate that by taking title it will "better
promote the policy and objectives of this chaptern ,

UNIT8C STATII. a."AItTM*NTa~OCIM..".00'"Un.,.••a...-ry fa.-
.oonDft'lla AfIf....

Wl!lIl!Shlngton, 0,0. 20230

(202) 377·37Ca

o when it is determined that the ownership is necessary
to protect the security of foreign or counter
intelligence activities, or

o If the funding agreement involves a Department of
Energy Government-owned, contractor-operated (GOCO)
laborato ry primarily dedicated to naval nuclear
propulsion or weapons related programs.

rf t he s i t uat i on in which you are involved falls under the secon4
cat ego ry of exceptional circumstance, the agency must assume a
sig ni f i cant burden of proof outlined in this Oepartment's
i mplement i ng regulations 37 eFR Part 401.3e and Section 202 of
Ti tle 35 , United States Code. The Department of Commerce also
ha s a r ol e in reviewing agency determinations to ensure they are
cons i s t ent to the policy and objectives of this Chapter.
Contractors have the right to appeal for an admInistrative review
of s uch determinations which are outlined in 37 CFR Part 401 •••

Dear Mr. Reimers!

Thank you for your January 12 letter regarding exceptional
c irc umstance determinations under P. L. 96-517 as amended by
P.L . 98-6 20 . As you clearly pointed out in your letter it is the
intent i on of the Congress and the Administration that the
except i ona l circumstance clauses of the law be used only when
abs olu t e l y necessary to "better promote the policy and
ob j ectives- of the law.

The re a re four instances when an Agency may take title to an
i n ~ention under the Act:

Mr. Niels Reimers
Director, Office of Technology

Licensing
350 Cambridge Avenue, Suite 250
Palo Alto, California 94306

..
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I am quite troubled to learn that Agencies are attempting to
place broad cat~gorie5 of technologies under exeeptlonal
circumst ance provisions. While I cannot make a judgment on the
cont ract in which you are now involved, the Department has been
inf ormed that other universities are being asked to accept
sim i l~ r provisiona l The Department of Commerce, as a result of a
request to the secretary by Senator Domen1c1 and conqreesman
Bustaman t e , i s now reviewing a number of these cont racts . The
UB~ of except i ona l circumstance was intended to be just that - 
exceptiona l . Public Law 96-517 as amended, and the President ts
Exec utive Order 12591 is t he centerpiece of the Administration's
technology t ransfe r policy. If contractors are asked to accept
broad c a t ego r i e s of technologies as fal ling under the exceptional
c ircu ms t ance provis i ons as a condi t i on t or government grants and
cont racts , t he re is a potential to undo the impac t of these
policies.

I apprec i a t e yo u r cont acti ng my of f i ce , and hope you will keep us
advised as to t he outcome.

rely, (jL,
ph Allen
n9 Director, Office of

ederal Technology Management

J,.,

2i
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b. -T••• All.
loti", DlreatoZ', ,.cIuil TMhftOloty

xana,..ent IOl1oy D!v!.lon
oltia. ot '~uo\1vi~y,

TeohNal. ud ~Mov.~102\
a.,.,rlUftt ot e-aro.
Ioaa JI~.J'
Walhlnttcm, DC 20230

h I IXOept 1onal C!rouaatano. DetanlnatloM
Und~ ~11a Law .'-111 .

~a- _. Alleft. .,;;

Wi th l i ai t ed ••o.ptlon, PL "·517 proyide. th., a ftOftp~otlt
COft~~.oto~ •••t1nq certain ar1t~l& will bay. flrlt option to
t itl e 1n lftY8ft~!o~ de¥.lope4 ~.~ ~aYar.naent .qencr IUJPort in
or4ar that tbe oofttr*oto~ aan .eet to bay. th. technology
4tvel0pe.4 tOI' p~110 \1•• Iftel _enaf1t. fte law .1-0 pl'oYlcl•• tba'
011 • 0 . .. ~ oue ba.l. aft a9UlO1 ., deal..... 1»H1fl0
1nvant1on •• an •••oeptlonal oil'waatano.· 0.'., Vhut1ft the
oontraator aal not el.ot title. I~ch oat. bf ......o.,tional
cirouut anoe 11." ar. reviewed by the DlJal'tMAt of Caaero•.

W. ftD .MY,. ait'Uation. Vber• . a fftal'ft8Ut •.....,.--i.Z'.qu1rint
thi v. ••• in a~v.nc. to • bnacl oa,"ozoy of taalulolou that
will ~ aonal4ered to ~ exoaptional cl~GUaatano.. to b. t,••ted
on • 01. .. raU ar than • 0". ~y oa.. ba.ia. !hi. advlno.
ala••lliaation of IUoh a broa4·oatetory of t.abnQlog1e••Plaar.,
\0 n.~~~.11•• the application ef PL "-111 and ba GOUftter '0 the
ifttteft' of cOftfW••••

can yo~ p1.... ,ive ~. an op1nlon of the Dap.~aft' of COla'~.
ftlI....w thia alenoy'. p~a~1" 1naotal" •• ~ .pLa-it an' 'ba
1.t~ of PL I'- 17, •• vall a. ~~ ••-IIO? AI v••~. under a
fra&t 4aal of p~•••~~. to Qon~1ftu. tunti, of a ..'O~ cont~.ot,
"\ll d ,.. pl.... h.ar t'l'ca yo\& •• aoan.. • r •••onaJ:aly .
coft\'ulent.

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



F", '..i
.. 4113271921.,

. ... . '. .,U?,':.""

ft. 11614. that the .,ency .peoif!.. •...ept1Oftal olnuutafta••
&1'. "u u l an tull'iaMent t1Clbno1OW, 'he .,••~. In. 4ilpo..1 of
ci Yi l i an hiva-lev.l nUG1••~ va.'. and .,aft' fUel t.ohnolotr, an4
t!\o•• national "O\1~lty ,.obnOlogl.1 vtllClb an ol•••ified, 02
aan.itlv. , under '.gtlon 141 of tba ltoal0 !nervY lot (42U'C21")
or control p~uant to f.daral l.,ort ~l.tlOft. •• Itipulatld
ift DaD DiltGi1v. 1230.as." !hi. a,.nor 1110 ·ralarv.. the ri~t
to unilat ar i l y ...n4 thl. contra.' to 1••ft'1~ any new 'eohnioal
f l . 14a vbi...y .. «at.1'1I1"H '0 be ..Qt1onal oinUMtaftCl••
~~&ft' to ,svac2oa (.)(ll).- ,

VU7 tnlr youe,

,~~~7'~)
lIi.11 ...t.u~.
Dl~_o~
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DRAFT

Mr. Ni e l s Reimers, Director
Office of Technology Lic@nsing
35 0 Cambr i dge Avenue, Suite 250
Palo Alto, California 94306

Dea r Mr. Reimers:

Tha nk you for your J anua r y 12th letter reqarding exceptional
circ umsta nce s determi na tions under Public Law 96-517 a8 amended
by Public Law 98- 6 20. You correctly point out that generally
nonpr o f i t contrac t o rs have "first option" to title in inventions
d e velope d under government funding.

Howev@r, t he Department of Energy (DeE) has in accordance with 35
U. S . C. 20 2 (b ) (1) made a Dete rmination of Exceptional Circumstances
in t hree technology areas:

1 . Stora g e and disposal of civilian high-level nuclear waste and
spent fuel,

2 . Uran i um enric~~ent programs; and

3 . Cla s s i f i ed technology and unclassified but sensitive
t e chno l ogy under Section 148 o f the Atomics Energy Act of
195 4 , as amended, or DoD Directive 5230.25.

The Congre s s , in en ac t i ng Sections 202(b) (4) and 203(2) of Title
35 u.S .C. has prov i ded a contractor with a right to appeal when
" ... it be l i e ve s t ha t a determination is contrary to the policies
and objec t i ve s of this Chapter (18 ] or constitutes an abUge of
discretion by the agency •.. . "

Sec tion 20 3 ( 2 ) along with this Department's regulations (37 CFR
Part 401 ) at Section 401 . 4 (attached) provide you with the
rig h t to an administrat ive r e v i e w of a determination made by an
agency under 35 U.S.C. 202.

..
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The a ppea l should be made to the head of the Ag@ncy (DoE) or
his /her desiqnee for a decision . If the decision i s unfavorable,
the contrac t o r may file a petition within 60 days after the
de ci sion is made to the U.S. Court of Claims.

I hope t h i s information is helpful.

Sincerely,

Joseph Allen
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REDUCING THE COST OF AGENCY PATENT OPERATIONS

1. ISSUE

What can be done to reduce the patent costs of the agencies?
.,~

2. DISCUSSION

The Federal Government obtains about 1000 U. S. patents a year, or

about 1% of all issued. Three agencies, DOD, NASA, and Energy obtain

most of these patents. There are opportunities for significant cost

reduction in these three agencies that would also lead to increased

commercial use of Federally developed technology to benefit the economy.

The principle costs are for:

a. Staff, patent attorneys, and support. While most departments

have from one to three patent attorneys, these three agencies

together employ about 200.

b. Patent Office charges for filing and maintaining active patents.

The~e have recently been increased to $3200 for full coverage to

support the Patent Office through user fees.

c. Payments to private sector patent attorneys to supplement agency

staff .

.3. RECOMMENDATIONS

Each of the following recommendations will reduce the costs of

Government patent operations while protecting the Government's right to

use inventions it has funded.

a. Allow nonprofit organizations that are contract operators of

Government laboratories to own inventions. P. L. 96-517 and OMS

Circular A-124 require agencies to allow small business and
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nonprofit organizations to own inventions. An exception is

provided that allows agencies to own inventions made in GOeos.

Energy in particular, has insisted on owning inventions that come

from its National"labs. This practice was cited i~'a recent

Energy Research Advisory Board report as reducing the benefits

that come from the labs, many of which are operated by

universities or other nonprofits. Each agency has authority to

allow nonprofit GOeD operators to own inventions. In Energy's

case, this would significantly reduce agency patent costs, while

leaving inventions with the organizations best positioned to

exploit them.

b. Reverse NASA and Energy statutes that require Government ownership

of contractor inventions unless waivers· are granted. Although the

Government is moving toward contractor ownership of inventions, the

Statutes of Energy and NASA require Government ownership as a

normal mode. Reversing these laws would remove the need for

case-by-case determinations and the attendant staff requirements.

c. Implement the President's Patent Policy Memorandum through ~ single

patent ownership cJause based on A-124 to be used with all R&D

contractors. The President's Memorandum of February 18, 1983

requires agencies to "allow all R&D contractors to own inventions

under the same or substantially the same policy as P. L. 96-517

extends to small business and nonprofit organizations. Information

from several agencies and universities indicates that the number

of inventions reported has increased as a direct result of A-124

in spite of lower R&D funding. If the standard A-124 clause were

extended to all contractors through the Federal Acquisition

-_ .. _. ... .._.. - .- ...- ... _ ~ - - . . _- . - '-
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Regulation, there would be a substantial reduction in complexity

and patent staffs of all three agencies . The draft FAR patent

part, which was finally withdrawn at the direction of the Vice

President, was drafted by patent attorneys from DO~; NASA, and -~

Energy. It went in the opposite direction by requiring increased

complexity and patent attorney involvement.

d. Support legislation for"statutory invention disclosures." Some

inventions come from Federal employees working in Government

labs. 5.1538 would provide a low cost technique for protecting

the Government's interest in employee inventions that have little

commercial potential. This Bill has good chances of passage and

should be supported by the Administration.

e. Apply A-76 to routine patent attorney functions such ~ filing

applications. Rather than maintaining highly paid patent attorneys

to perform routine operations such as filing patent applications,

there would be savings from calling on private sector attorneys

as needed.

4. IMPACT

These recommendations will lead to:

a. Significant tangible reductions in the cost of DOD, NASA, and

Energy patent operations.

b. Improved relations with all R&D contractors that are not now

operating under A-124. This ~an mean lower procurement costs

since more firms will be interested in contracts that give them

clear, hassle-free title to inventions .

• ' ...... '1111,... ,11" .,11111 1 IIIUIIIY ULlIU U'"""'"'-II ..... ""'",",""VI",-,"",
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c. Greater commercial use of Government-funded technology to create

new products. jobs. and perhaps industries.

Outside of the patent staffs of DOD. NASA. and Energy,#there is wioe

agreement among the other agencies. the private sector. and Presidential

advisory committees with these recommendations and the results they will

achieve.



Department of Energy
Patent Operations Costs

1. Current Costs: How many patent attorneys does DOE employ? Indicate
the FY 83 patent related costs for Federal staff, Pate~t Office
charges. outside patent attorneys, GOCO patent attorneys and other.

2. Patents: In FY 83, how many invention reports were received, how
many patent applications were filed and how many patents were
received? Please break out these numbers by invention source; e.g.
Federal employees, nonprofit GOCO operators, small business and
nonprofit organizations (A-124) and other contractors. How many of
these applications were filed for procurement protection and how
many for technology transfer. How many patents were licensed for
commercial use under exclusive licenses in FY 83?

3. GOCOs: What cost reduction could be achieved if the nonprofit
operators of Government-owned labs were allowed to own inventions
on the same terms as all other nonprofit organizations are treated
under OMS Circular No . A-124? Include costs of ownership waiver
processing and contractor surveillance.

4. Other Contractors: What further reductions could be achieved if
this same A-124 policy and clause were extended to all R&D
contractors? Include costs of contractor surveillance . If there
are .legal or other constraints preventing use of A-124 for all
contractors, what can the agency do to remove them?

5. OMS Circular No. A-76: Which elements of the patent function are
scheduled for review in accordance with A-76?

..... __ 1 I _~ _~L-_ . ~ ...1.- __



NASA
Patent Operations Costs

1. Current Costs: How many patent attorneys does NASA employ? Indicate
the FY 83 patent related costs for staff, Patent Offic~ charges, ~

outside patent attorneys, and other.

2. Patents: In FY 83, how many invention reports were received, how
many patent applications were filed and how many patents were
received? Please break out these numbers by invention ~ource; e.g.
Federal employees, nonproft GOCO operators, small business and
nonprofit organizations (A-124), and other contractors. How many
of these applications were filed for procurement protection and
how many for technology transfer? How many patent~were licensed
for commercial use under exclusive licenses in FY 83?

3. Contractor patents: What costvreductions could be achieve~ if the
patent policies and clause of A-124 were extended to all R&D
contractors? Intlude costs of contractor surveillance. If there
are legal or other constraints preventing use of A-124 for all
contractors, what can the agency do to remove them?

3. OMS Circular No. A-76: Which elements of the patent function are
scheduled for review in accordance with A-76?



1.

2.

3.

4.

5.

6.

Department of Defense
Patent Operations Costs

Current costs: HQW many patent attorneys do DOD and the three
services employ? Indicate the FY 83 patent related costs for staff,
Patent Office charges, outside patent attorneys, and other.

Patents: In FY 83, for each service, how many invention reports were
received, how many applications were filed, and how many patents were
received? Please break out these numbers by invention source; e.g.
Federal employees, nonproft GOCO operators, small business and
nonprofit organizations (A-124), and other contractors. How many of
these applications were filed for procurement protection and how
many for technology transfer? How many patents were licensed for
commercial use under exclusive licenses in FY 83?

Size of service patent staffs: Why is there such a difference in
the size of the three services' staffs in relation to their R&D
budgets?

Contractor atents: What cost reductions could be achieved (by
service if the patent policies and clause of A-124 were extended
to all R&D contractors? Include costs of contractor surveillance.
If there are any legal or other constraints preventing use of A-124
for a11 contractors , what can the agency do to remove them?

Federal employee inventions: What savings can be expected through
use of "statutory inventiondisclosures"as would be authorized in
5.1538? Include staff and filing charge reductions.

OMS Circular No. A-76: Which elements of the patent function are
scheduled for review in accordance with A-76?
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unnecessary duplication of special service function~ and to authorize all depart
ments and agenci es of the executive branch of the l' ederal Government which do
not have such authority to provide reimbursable specialized or technical services
to State and local governmen ts.

The provision of technical expertise to State and local govern
ments under this act rests on the assumption that these goods and
services cannot be furnished through ordinary business channels.
As stated in Title III, Sec. 302 :

. . . such services shall include only those which the Director of the Bureau
of the Budget [now the Office of Management and Budget) through rules and regula
tions determines Federal departments and agencies have special competence to
provide. Such rules and regulations shall be consistent with and in furtherance of
the Government's policy of relying on the private enterprise system to provide
those services which are reasonably and expeditiously available through ordinary
business channels.

Legislative History
January 26, 1967-S. 698 introduced (Government Operations).
July 2, 1968-Senate report: 1456 to accompany S. 698.
July 23, 1968-Companion bill: H .R. 18826, introduced (Govern

ment Operations) .
July 29, 1968-S. 698 passed Senate after adoption of committee

amendments.
Aug-ust 2, 1968-House report: 1845 to accompany H .R. 18826.
September 15, 1968-S. 698 passed House amended in lieu of

H.R.18826.
October 1, 1968-House agreed to conference report.
October 4, 1968-Senate agreed to conference report.
October 16, 1968-Measure signed into law by the President.

Military Procurement Authorization Act oj 1969/Public Law 91-121
(S.2546) November 19, 1969

Military Procurement Authorization Act oj 1970/Public Law 91-441
(l1.R. 17123) October 7, 1970

Description.-Title II, Section 203 of the Military Procurement Act
of 1969 authorizing funding for the Department of Defense, provides:

None of the funds authorized to be appropriated by the act may be used to
carry out any research project or study unless such project or study has a direct
and npparent relationship to a specific mllltary function or operation.

Title II, Section 204 of the Militnrv Procurement Authorization
Act of 1970 contained similar but not identical language : .

None of the funds authorized to be appropriated to the Department of Defense
by this or any other act may be used to finance any research project or study
unless such project has, in the opinion of the Secretary of Defense, a potential
relationship to 1\ military function or op eration,

lmph:cations .-The Department of Defense, which is responsible for
approximately hal] the Federal R&D budget, asserts that it is
constrained in the application of DOD technology to meet State and
locnl needs by the provisions of Public Law 91-121, later modified
by Public Law 91-441. However, the history of the two bills indicates
tha t the intention of Congress was not to entirely restrict non-defense
Oriented research and development activities in military laboratories."
After Public Law 91-121 was enacted, the Department of Defense

" GAO Report, lIftan, for Increasing tho Use of Defense Technology for Ul'lent Publlo Problems:p.
23-24.
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terminated various projects which did 'not appear to have " a direct
and apparent relationship" to a military operation. The latter bill
modified the restriction, limiting the funding of projects to those de
termined by the Secretary of Defense to have a "potential relation
ship" to the defense endeavor.

The general interpretation of the legislation and the discussion
concernmg the modification of the original language of the restriction
is that technology transfer efforts are valid provided they do not
interfere with the primary mission activities of the Department of
Defense and provided they are furnished on a cost-reimbursable basis,
These endeavors are viewed as salient to the support of Government
and thus strengthen our national defense. The practical guideline
which has been followed in the past few years is that spending for
nondefense-specific research and development by DOD be limited to
3 percent of the total funds.

Uncertainty has surrounded. the issue of whether the so-called
Mansfield Amendment to the Military Procurement Authorization
Act continues to be valid. This question was addressed in a report
written by David R. Siddall, Legislative Attorney, American Law
Division, of the Congressional Research Service, dated March 16,
1978, which is included verbatim:

VALIDITY OF PUBLIC LAW 91~1 SECTION 204, THE MODIFIED "MANSFIELD
AMENDMENT"

In 1969 Senator Mansfield proposed and the Congress passed an amendment
to the military procurement authorization law for fiscal year 1970 which pro
hibited funds authorized by that act from being used to carry out research projects
or studies not having "a direct and apparent relationship to a specific military
function or operation." Public Law 91-121, § 204, 83 Stat. 206.

In 1970 the authorization bill for 1971 (H.R. 17123) was passed by the House
without any similar amendment being included. The Senate Armed Services
Committee recommended that the provision be included in the bill without change
"in order to provide the same restrictions on research and development funds for
fiscal year 1971." Senate Report 91-1016 at pp. 99-100. On the Senate floor, this
Committee amendment to H.R. 17123 was considered n.s part of an amendment
proposed by Senator McIntyre to add 0. section expressing the sense of Congress
that funds for the National Science Foundation should he increased . 11() Congres
sional Record 30367. The Amendment unanimously passed the Senate. H. R. 17123
therefore went to conference containing 11. Senate-passed section 204 with language
identical ttl the Mansfield Amendment, which wall section 203 of the immediately
preceding military procurement authorization act (Public Law 91-121) .

In Conference the language of the Senatc-pn.ssed section 204 was modified
from the original provision requiring "a direct and apparent relationship to n
specific military function or operation" to u requirement thnt the Secretary of
Defense determine the existence of "a poten-tial relationship to n military function
or operation." A second change to the section altered the language so that instead
of the provision applying " to funds authorizcd to be appropriated by thi s Act,"
the provision was made applicable to "funds authorized to be appropriated to the
Department of Defense bv this or any other Act" (emphnsis added). The question
presented is whether this second change, providing for the section to be applicable
to "any other" act, is permanent law applicable to nil subsequent Defense De
partment funds for research projects and stud ies.

The original version which the Senate placed in H. R. 17123 specifically applied
only to funds authorized by the Act. The language was spec ifically changed in
conference to include "any other act." There was no comment concerning this
change in the Conference Report on the bill (House Report !l1-1473), nor in debate
on the House floor.

In the Senate, however, this change in language was discussed . 116 Congressionnl
Record 34585-8G. Senator Mansfield, questioning whether the addition of "any
other act" would include thc previous year's Act, queried Senator Stennis I\S to
whether the "prohibition is prospective only, and in no way retroactive to up the
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standards required last year in the funding research." Senator Stennis' reply,
made after consid eration of the issue, was that the section "acts prospectively
only and will not affect funds for fiscal year 1970, the fiscal year just closed, funds
tha t have not been expended." Senator Mansfield later in the same discu ssion
restated th e agreed in terpretation that "its upplicution, if any, wil\ be under the
tPW)S bid down by future appropriations acts."

The conferees specifical1y removed language from this section which would
han: limit ed it s appli cation to funds authorized by the Act itself. Language was
addcd t o make th e section applicable to "any other Act." This language was agreed
upon by th e conferees after spending "... an awful lot of time determining the
prop er course of action..• ." (Rep. Rivers, 116 Congressional Record 34152 col.
3) We th erefore conclude that section 204 of Public Law 91-441 continues in
furce until repealed or amended and its provisions are applicable to all Defense
Department funds used to finance research projects and studies.

Intergovernmental Personnel Act oj 1970jPublic Law 91-648 (S. 11)
January 8, 1971

De.scription.-The Intergovernmental Personnel Act of 1970 was
developed to strengthen the ability of State and local governments
to deal with the problems under their jurisdiction. The various needs
were expressed in House Report 91-1722 to accompany S. 11:

Growth in population nnd increasing urbanization of the United States are
grently extending State and local government responsibilities. Citizens are
demanding more effective government, better education for their children, more
and better roads and public transit Incilitics, clean and plentiful water, unpolluted
air, better police and fire protection, more and better recreation facilities, more
and better hospitals, better facilities for the treatment of mental illness, programs
for safeguarding economic security, and many other services. New and urgent
urban problems have developed. . .. .

Th ese mushrooming demands generally havo been beyond the financial cupu
bilities of the State and local governments to meet. Accordingly, there hUB been
a continually increasing need for Federal aid. . • .

Th e need of State and local governments for substantial financiul assistance ill
only one of the main facets of the overall problem of meeting the demands of
our citizens and of making our population centers fit places to live. Also critical
is the fact that many of the States and local governments, now and in the fore
seeable future, lack the highly qualified administrative, professional, and technical
personnel in the numbers required to plan, innovate, organize, and execute the
wide variety of necessary programs.

This legislation created a program of grants and training assistance
designed to give State and local personnel the administrative, pro
fessional, and technical skills vital to governmental operation. Inter
governmental cooperation in wants administration is fostered through
the establishment of an Advisory Council on Intergovernmental
Personnel Policy appointed by the President. Not to exceed 15
members, the Council acts to advise the President on programs,
problems, and policies concerning public administration, State and
local capacity building, training, and intergovernmental assignment
of personnel. .

Grants are made available to State and local jurisdictions for pro
grams to develop and institute improved personnel administration
methods. State and local employees may be permitted to participate
in Federal training programs under the provisions of this law and
funds are designated for nonnational jurisdictions to " . . . train and
educate ... professional, administrative and technical employees
and officials." Title IV provides for the temporary assignment of
personnel from States and localities to the Federal Government and
vice-versa.
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Legislative History
January 15, 1969-S. 11 introduced (Government Operations).
January 30, 1969-Companion bills : H.R. 5546, introduced (Educa-

tion and Labor).
October 21, 1969-Senate report: 91-489 to accompany S. 11.
October 27, 1969-Senate passed S. 11 with committee amendments.
December 14, 1970-House report : 91-1733 to accompany S. 11.
December 21, 1970-House passed S. 11 amended.
December 22, 1970-Senate agreed to House amendments.
January 8, 1971-Measure signed into law by the President.
Additional Relevant Legislation Concerning the IPA.-The Treasury,

Postal Service, and General Government Appropriation Act of 1978
(Public Law 95-81) approved July 31, 1977, appropriated an addi
tional $20 million under the Intergovernmental Personnel Act of
1970 for grants for State and locul personnel and management
improvements.
National Science and Technology Policy, Organization and Priordie«

Act oj 1976jPublic Law 94-282 (Fl.R. 10230) May 11,1976
Descnption.-Title I, section 102(a) (5) of the Natioaal Science and

Technology Policy, Organization, and Priorities Act of 1976 enunciated
as a principle to be mcluded in a national policy for science and
technology:

The development and maintenance of a solid base for science and technology
in the United States, including : (a) strong participation of and cooperative re
lationships with State and local governments . .. i (b) the maintenance and
strengthening of divers ified scientific and tccnnologlcnl cnpnbilities in Govern
ment . .. i (c) effective management and dissemination of scientific and tech
nological information ... j ancl (e) promotion of increased public understanding
of science and technology.

This section underscores the need to reflect the views of State and
local government in policy formulation. It states that scientific and
technological activities which encompass shared interests with Federal,
State, and local jurisdictions should be identified and II. • • coopera
tive relationships should be established which encourage the appro
priate sharing of science and technology decisionmaking, funding
support, and program planning and execution."

Title II, section 205(b) created the Intergovernmental Science,
Engineering, and Technology Advisory Panel to assist the Director
of the Office of Science and Technology Policy (also established by this
act) in identifying and promoting Federal programs to increase
State, local, and regional utilization of federally-funded research and
development. Situated within the Executive Office of the President,
the Panel has the responsibility for determining existing and potential
mechanisms for incorporating the needs of State and local jurisdic
tions in the decision-making processes of the Federal departments and
agencies. (See discussion on the Intergovernmental Science, Engineer
ing and Technology Advisory Panel for a complete description of the
Panel and its activities.)

Legislative History
(For a. full discussion on the generation of the Intergovernmental

Advisory Panel concept Bee the discussion on ISETAP).



OFFICE OF PRODUCTIVITY, TECHNOLOGY AND INNOVATION
U.S. DEPARTMENT OF COMMERCE

Organizational Goals and Activitie~

The Office ~t·productivity, Technology, and Innovation (OPTI)
promotes the productivity and international competitiveness of U.S .
industry by encouraging the development and application of emerging
technology and by other productivity enhancing techniques. No other
U.S. Government unit has this as its sole mission.

OPTI 's four goal areas are: technological innovation and related
business development; flexible automation; res killing of management
and the general workforce; and productivity and quality
enhancement.

OPTI uses four mechanisms to accomplish these goals: removal of
government policy or regulatory barriers; development of incentives;
provision of strategic information; and provision of catalytic
services. All of OPTI activities fall into one or more of the
categories made below. A few of OPTI's activities are shown as
examples:
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8ackgro~.ng ·

OPTIls mission has a special urgency . Global forces of change are
continually restructuring U.S. and~orld economi~s. The most
important force of change is the accelerating global explosion of
new technology that has generated about 901. of all scientific
knowledge in just the last 30 years. and that will double again by
the end of the century. ·Pr oduc t ~nd process life cycles will
collapse to less than fiue years. Equipment, facilities, and human
skills are becomin~ prematurely obsolete. Another force is the
impact of lesser deueloped countries (now comprising some 8~" of the
world population) on the industrial scene. They are capturing
shares of existing global markets using low cost labor and natural
resources. A third force of change is the "targeting" by other
countries of existing U.S. markets and, increasingly. new
technologies which haue a multitude of business applications. This
strategy inuolues gouernment subsidized. vertically-integrated
consortia designed to capture global market share with predatory
p.ricing .

U.S . industrial survival .in this hyper-competitive global
marketplace will depend incr~a$ingly on leading edge technology. and
on accelerated investments in flexible, computer-integrated .
manufacturing syst$ms that can continuously adapt production to
changing market needs and neutralize low cost labor advantages .

It is not enough for the U.S. to generate and acquire new technology
through R&D. It must rapidly transla·te th·at technology into new
products and processes, and effectiuely penetrate thousands of
different market niches. and on a scale aimed at capturing sizable
shares of the global market . Reskilling of our workforce.
especially business managers, must go hand in hand ~ith this
~ontinuous process of industrial restrUcturing. as must constant
attention by business managers to opportunities for productivity
enhancement.

Many barriers exist to achieving these critital objectives . They
include outmoded anticompetitive antitrust laws. the high cost of
U.S. capital, destructive product liability. laws, dozens of
well-intentioned but negative regulatory laws. bureaucratic
procedures that need selective modification, and inadequate
information for international technology-based business expansion
especially by smaller companies. Incentives are needed to increase
access to low cost capital for high risk. and encourage long-term
investments in advanc~d technology and automated manufacturing.
Also required are strengthened patent (e.g. for U.S. process
patents) and copyright laws. faster transfer of federally funded
technology into the private sector. and increased use of world
technical and patent .literat~re.
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Summary of OPTI's Major Programs Since I~s Inception in 1981:

o Industrial Technology Partnerships ... OPTI helped the
private sector knit together the uaried technical and
financial resources of the nation into a more efficient
innouation system to create new products and processes. for
example, it encouraged the pr~uate sector to establish R&D
Limit~d Partnerships (ROLPs), which OPTI helped transform
from non~traditional tax shelters into legitimate inuestment
uehicles for tapping ne~ non-gouernment sources of R&D
funding (amounting to more than $3b). Through workshop~ and
publications, OPTI aids the formation of priuate s e.c cor- R&D
cooperative . programs ~o deuelop next generation technology.
The National Cooperatiue .Res ear ch Act of 1984 was an
OPTI-inspired initiatiue.To date, ouer 60 cooperative
ventures have registered under .that Act.

o federal Technology Management Policy ... OPTI helped change
federal laws, regul«tions, and policies that inhibit the use
of important new Federally-funded technologie$. The federal
Government funds about half of the $110 billion spent
annually on R&D in the U.S., but too little of the federal
share has been converted by the private sector into new
products and/or processes. By modifying federal invention
ownership rules, and encouraging Government laboratory
collaborative research with industry and other groups, OPTI
has is changing this. For example, new laws were passed '
(the most : recent being the Technology Transfer Act of 1986),
and a Presid~ntial Memorandum and an Executive Order were
issued.

o focal Point for Technology Development and Application
Policy . . . OPT! works with cab.inet policy councils, the
President's Science Advisor, and individual Federal agencies
on a broad spectrum of issues concerning the development and
commercialization of technology.

o state and Local Government Cooperation ... OPTI provid~s

state and local governments with information and training to
help them include technological innovation in their economic
growth planning. OPTI's Innovation Data Analysis Center
(IOAC) produces comprehensive industry and state economic
profiles to support this effort. .

o Aduanced Management Training and Assistance ... · OPTI offers
advanced ·management training in the innovation process and
the use ~fanalytical models (e.g. "constraint analysis") to
help businesses make more informed decisions on technology
projects. The use of special business tools like
sensitivity analysis {an OPTI-developed computer software
packa~e to quantify the importance of inputs like energy,

~ •• c IP!'. _ . . .. . ••• .. , ,.., ..
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labor, materials, to rate of return etc.) is taught. Help
is provide.d in identifying sources of innovation information
or servic~s (e.g. incubators, science parks, state
government development centers, etc.. ). OPTI also assistl
states and the private sector in establishing "shared"
flexible manufacturing [fMS] and computer integrated
manufact~ing [CIM]) producti~n facilities.. ~ . ' . '

o Metric Conversion Assistance .. . To support the voluntary
transiticn to metric u5age, OPTI provides policy
coordination within the federal Government and distributes
information to businesses -on the metric system and its
importance to U.S. export objectives. More than 3,SOO
requests for information are filled annually.

o Information and Assistance for International Joint Ventures
... This is provided to U.S. technology-based businesses in
their exploration of international joint venture
opportunit.ies. Meetings are held with representatives of
for-eign nations interested in coventuring with smaller U.S.
technology-based firms ..

o Productivity Information ... OPTI operates the Commerce
Productivity Center--a national cleari.nghouse of "best
practice" information and techniques for improving
productivity and quality. Its library consists of more than
9,000 items from many sources. About 1,000 client requests
for information are filled annually .

.0 Recognition for Excellence ... The National Medal of
Technolo9Y was established by Public Law 96-460
(Steven$on-Wydler Act) to recognize individuals or companies
for outstanding contributions to technolcqical innovation
and manpower~ OPTI administers the medal selection Aduisory
Committee, solicits nominations, and carries out steps
leading to these prestigious annual awards by the President.

Assistant Secretary for Productivity, Technology, and Innovation
(includes the National Technical Information Services): Dr. D.
Bruce Merrifield, 202-377-1984

Director, Office of Productivity, Technology, and Innovation:
Dr. Jack Williams, . 202~317 -109l .

~Note: A list of about 70 OPTI accomplishments is available upon
request.

~
June 1987
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unnecessary duplication of special service function~ and to authorize all depart
ments and agencies of the executive branch of the Federal Government which do
not have such authority to provide reimbursable specialized or technical services
to State nnd local governments.

The provision of technical expertise to State and local govern
merits under this act rests on the assumption that these goods and
servi ces cannot be furnished through ordinary business channels.
As stated in Title III, Sec. 302:

.. . such services shall include only those which the Director of the Bureau
of the Budg et [now th e Office of Management and Budget] through rules and regula
tions determines Fede ral departments and agencies have special competence to
provi de. Such rules and regula t ions shall be consistent with and in furtherance of
the Government's policy of rclying on the private cntcrprise system to provide
t hose services which are reasonably and expeditiously available through ordinary
business channels.

Legislative History
January 26, 1967-S. 698 introduced (Government Operations).
July 2, 1968-Senate report: 1456 to accompany S. 698.
July 23, 1968-Companion bill: H .R. 18826, introduced (Govern

ment Operations).
July 29, 1968-S. 698 passed Senate after adoption of committee

amendments.
August 2, 1968-House report: 1845 to accompany H .R. 18826.
September 15, 1968-S. 698 passed House amended in lieu of

H.R. 18826.
October I, 1968-House agreed to conference report.
October 4, 1968-Senate agreed to conference report.
October 16, 1968-Measure signed into law by the President.

Military Procurement Authorization Act oj 1969/Public Law 91-121
(S . 2546) No vember 19, 1969

Military Procurement Authorization Act oj 1970/Public Law 91-441
iu.u. 17128) October 7, 1970

Description.-Title II, Section 203 of the Military Procurement Act
of 1969 n.uthorizing funding for the Department of Defense, provides:

None of the funds nuthorized to be nppropriated by the act may be used to
cnrry out nny research project or study unless such projector study has a direct
and up pnrent relntionship to a specific military function or operation.

Title II, Section 204 of the Military Procurement Authorization
Act of 1970 conta ined similar but not identical language: ,

N onc of the funds authorized to be appropriated to the Department of Defense
by thi s or any other act may be used to finance any research project or study
unless such project has, in the opinion of the Secretary of Defense, a. potential
relntionshlp to 1\ militnry function or operation.

Implications.-The Department of Defense, which is responsible for
approximately half the Federal R&D budget, asserts that it is
constrained in the applica tion of DOD technology to meet State and
local needs by the provisions of Public Law 91-121, later modified
by Public Law 91-441. However, the history of the two bills indicates
that the intention of Congress was not to entirely restrict non-defense
orien ted research and developmen t activi ties in mili tary laboratories."
After Public Law 91-121 was enacted, the Department of Defense

It OAO Ilrport. Means lor IncreaslnR tho Use 01 Delense TrchnoloRY lor U...ent Publlo Problems:p.
23-24.
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terminated various projects which did 'not appear to have "a direct
and apparent relationship" to a military operation. The latter bill
mod ified the restriction, limiting the funding of projects to those de
termined by the Secretary of Defense to have a "potential relation
ship" to the defense endeavor.

The general interpretation of the legislation and the discussion
concernmg the modification of the original language of the restriction
is that technology transfer efforts are valid provided they do not
interfere with the primary mission activities of the Department of
Defense and provided they are furnished on a cost-reimbursable basis.
These endeavors are viewed as salient to the support of Government
and thus strengthen our national defense. The practical guideline
which has been followed in the past few years is that spending for
nondefense-specific research and development by DOD be limited to
3 percent of the total funds.

Uncertainty has surrounded the issue of whether the so-called
Mansfield Amendment to the Military Procurement Authorization
Act con tinues to be valid. This question was addressed in a report
written by David R. Siddall, Legislative Attorney, American Law
Division, of the Congressional Research Service, dated March 16,
1978, which is included verba tim:

VALIDITY OF PUBLIC LAW 91-4H SECTION 2Of, 'I'HE MODIFIED "MANSFIELD
AMENDMENT"

In 1969 Senator Mansfield proposed and the Congress passed an amendment
to the military procurement authorization law for fiscal year 1970 which pro
hibited funds authorized by that act from being used to carry out research projects
or studies not having "0. direct and apparent relationship to a. specific military
function or operation." Public Law 91-121, § 204, 83 Stat. 206.

In 1970 the authorization bill for 1971 (H.R. 17123) was passed by the House
without any similar amendment being included. The Senate Armed Services
Committee recommended that the provision be included in the bill without change
"in order to provide the same restrictions on research and development funds for
fiscal year 1971." Senate Report 91-1016 at pp. 99-100. On the Senate floor, this
Committee amendment to H.R. 17123 was coosidered as part of an am endment
proposed by Senator McIntvre to add a sect ion expressing the sense of Congress
that funds for the National Science Foundation should he incrensed. 11GCongres
sional Record 30367. The Amendment unanimously passed the Senate. H. R. 17123
therefore went to conference contnining a Senate-passed section 204 with language
identical to the Mansfield Amendment, which was section 203 of the immediately
preceding military procurement authorization act (Public Law 91-121).

In Conference the language of the Senate-passed section 204 was modified
from the original provision requiring "a direct and apparent relationship to a
specific military function or operation" to a requirement that the Secretary of
Defense determine the existence of " a potential relationship to a. military function
or operation." A second change to the section altered the language so that instead
of the provision applying "to funds authorized to be appropriated by this Act,"
the provision was made applicable to "funds authorized to be appropriated to tho
Department of Defense bv this or any other Act" (emphasis added). The question
presented is whether this second change, providing for the section to be applicable
to "any other" act, is permanent law applicable to nil subsequent Defense De
partment funds for research projects and studies.

The original version which the Senate placed in H. R. 17123 specifically npplied
only to funds authorized by the Act . Th e language wns specifically changed in
conference to include "any other act." There was no comment concerning t.his
change in the Conference Report on the bill (House Report 91-1473), nor in debate
on the House floor.

In the Senate, however, this change in language was discussed. 116 Congressional
Record 34585-80. Senator Mansfield, questioning whether the addition of "any
other act" would include the previous year's Act, queried Senator Stennis lUI to
whether the "prohibition is prospective only, nnd in no way retroactive to up the
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standards required last year in the funding research." Senator Stennis' reply,
made after consideration of the issue, was that the section "acts prospectively
only and will not affect funds for fiscal year 1970, the fiscal year just closed, funds
that have not been expended." Senator Mansfield later in the same discussion
restat cd the agreed intcrpretation that "its applicution, if any, will be under the
term s lnid clown by future appropriations acts."

The conferees specifically removed language from this section which would
11(\\'" limited its npplication to funds authorized by the Act itself. Language was
added to make the section applicable to "any other Act." This language was agreed
upon by the conferees after spending"... an awful lot of time determining the
proper course of action.. .." (Rep. Rivers, 116 Congressional Record 34152 col.
3) We therefore conclude that section 204 of Public Law 91-441 continues in
furce until repealed or amended and its provisions are applicable to n11 Defense
Depurt ment funds used to finance research projects and studies.

Intergovernmental Personnel .Act oj 1970/Public Law 91-648 (S. 11)
January 8,1971

De~cription.-The Intergovernmental Personnel Act of 1970 was
developed to strengthen the ability of State find local governments
to deal with the problems under their jurisdiction. The various needs
were expressed in House Report 91-1722 to accompany S. 11:

Growth in populntion nnd increasing urbanization of the United States arc
greatly extending State und local government responsibilitics. Citizens are
demanding more effective government, better education for their children, more
and better roads and public transit fueilities, clean and plentiful water, unpolluted
air, better police and fire protection, more and better recreation facilities, more
and better hospitals, better facilities for the treatment of mental illness, programs
for safeguarding economic security, and many other services. New and urgent
urban problems have developed. . . . .

These mushrooming demands generally have been beyond the financial capu
bilities of the State and local governments to meet. Accordingly, there hus been
a continually increasing need for Federal aid ...

The need of State and local governments {or substantial financial usslstance is
only one of the main facets of the overall problem of meeting the demands of
our citizens and of making our population centers fit places to live. Also critical
is the fact that many of the States and local governments, now and in the fore
seeable future, lack the highly qualified administrative, professional, and technicul
personnel in the numbers required to plan, innovate, organize, and execute the
wide variety of necessary programs.

This legislation created a. program of grants and training assistance
designed to give State and local personnel the administrative, pro
fessional, and technical skills vital to governmental operation. Inter
governmental cooperation in grants administration is fostered through
the establishment of an Advisory Council on Intergovernmental
Personnel Policy appointed by the President. Not to exceed 15
members, the Council acts to advise the President on programs,
problems, and policies concerning public administration, State and
local capacity building, training, and intergovernmental assignment
of personnel.

Grants are made available to State and local jurisdictions for pro
grams to develop and institute improved personnel administration
methods. State and local employees may be permitted to participate
in Federal training programs under the provisions of this law and
funds are designated for nonnational jurisdictions to " .. ~ train and
educate ... professional, administrative and technical employees
and officials." Title IV provides for the temporary assignment of
personnel from States and localities to the Federal Government and
vIce-versa..
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Legislative History
. January 15, 1969-S. 11 introduced (Government Operations).

January 30, 1969-Companion bills: H.R. 5546, introduced (Educa-
tion and Labor).

October 21, 1969-8enate report: 91-489 to accompany S. 11.
October 27, 1969-Senate passed S. 11 with committee amendments.
December 14, 1970-House report: 91-1733 to accompany S. 11.
December 21, 1970-House passed S. 11 amended.
December 22, 1970-8enate agreed to House amendments.
January 8, 1971-Measure signed into law by the President.
Additional Relevant Legislation Concerning the IPA.-The Treasury,

Postal Service, and General Government Appropriation Act of 1978
(Public Law 95-81) approved July 31, 1977, appropriated an addi
tional $20 million under the Intergovernmental Personnel Act of
1970 for grants for State and local personnel and management
improvements. '
National Science and Technology Policy, OrganizatWn and Priorities

Act oj 1976/Public Law 94-282 (H.R. 10230) 1vlay 11,1976
Descnption.-Title I, section 102(0.)(5) of the National Science and

Technology Policy, Organization, and Priorities Act of 1976 enunciated
as a principle to be Included in a national policy for science and
technology:

The development and maintenance of a solid base for science and technology
in the United States, including: (a) strong participation of and cooperntive re
lationships with State and local governments ... j (b) the maintenance and
strengthening of diversified scientific and technologicnl capnbilitics in Govern
ment ... ; (c) effective management and dissemination of scientific and tech
nological information ... ; and (e) promotion of increased public understanding
of science and technology.

This section underscores the need to reflect the views of State and
local government in policy formulation. It states that scientific and
technological activities which encompass shared interests with Federal,
State, and local jurisdictions should be identified and II. • • coopera
tive relationships should be established which encourage the appro
priate sharing of science and technology decisionmuking, funding
su~port, and program planning and execution."

Title II, section 205(b) created the Intergovernmental Science,
Engineering, and Technology Advisory Panel to assist the Director
of the Office of Science and Technology Policy (also established by this
act) in identifying and promoting Federal programs to increase
State, local, and regional utilization of federally-funded research and
development. Situated within the Executive Office of the President,
the Panel has the responsibility for determining existing and potential
mechanisms for incorporating the needs of State and local jurisdic
tions in the decision-making processes of the Federal departments and
agencies. (See discussion on the Intergovernmental Science, Engineer
ing and Technology Advisory Panel for a complete description of the
Panel lind its activities.)

Legislative History
(For a full discussion on the generation of the Intergovernmental

Advisory Panel concept see the discussion on ISETAP).
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CHAPTER 18--PATENT RIGHTS IN INVENTIONS
aNO. RlGH'r5 TQ T~C_Hr1QLQGlc.aL Kr1Q~ :,.HQ\f

MADE WITH FEDERAL ASSISTANCE

200. Policy and objective (OMITTED)

201. Definitions

As used in this chapter--

(a) The term "Federal agency" means any executive agency as
defined in section 105 of title 5, United States Code, and the
military departments as defined by section 102 of title 5, United
States Code.

(b) The term "funding agreement" means any contract, grant,
or cooperative agreement entered into between any Federal agency,
other than the Tennessee Valley Authority, and any contractor for
the performance of experimental, developmental, or research work
funded in whole or in part by the Federal Government. Such term
includes any assignment, substitution of parties, or subcontract
of any type entered into for the performance of experimental,
developmental, or research work under the funding agreement as
herein defined.

(c) The term "contractor" means any person, small business
firm, or nonprofit organization that is a party to a funding
agreement.

(d) The term "invention" means any invention or discovery
which is or may be patentable or otherwise protectable under this
title, or any novel variety of plant which is or may be
protectable under the Plant Protection Variety Act (7 U.S.C. 2321
et seq.)

(e) The term "subject invention" means any invention of the
contractor conceived or first actually reduced to practice in the
performance of work under a funding agreement: Provided, That in
the case of a variety of plant, the date of determination (as
defined in section 41(d) of the Plant Variety Protection Act (7
U.S.C. 2041(d» must also occur during the period of the contract
performance.

(f) The term "practical application" means to manufacture
in the case of a composition or product, to practice in the case
of a process or method, or to operate in the case of a machine or
system; and, in each case, under such conditions as to establish
that the invention is being utilized and that its benefits are to
the extent permitted by law or Government regulations available
to the public on reasonable terms.

1
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(g) The term "made" when used in relation to any invention
means the conception or first actual reduction to practice of
such invention.

(h) The term "small business firm" means a small business
concern as defined at section 2 of Public Law 85-536 (15 U.S.C.
632) and implementing regulations of athe Administrator of the
Small Business Administration.

(i) The term "nonprofit organization" means universities
and other institutions of higher education or an organization of
the type described in section 501 (c) (3) of the Internal Revenue
Code of 1954 (26 U.S.C. 50l(c)) and exempt from taxation under
section 50l(a) of the Internal Revenue Code (26 U.S.C. 50l(a))
in~lu.dinq ~e.t.e.tt.Q.t.s. 2f GQ.lle.t.nme.o.t-::Q.wne_d, <;'Q.ntt.a-c.tQ.t.=<ll?e.t.qt.~d
la-QO-t.e.tt.Q.t.ie.~L or any nonprofit scientific or educational
qualified under a State nonprofit organization statute.

Lil. 'rbe. te.t.Ul ~t.e.~bnQ.lQ.qi~a _l ~n.Q.'d.-::bQ.w~ me.a-o.s. lio2wle.dqe.
~t.Q.du.~e.d 2l ~O-~ile.d Q~ t.e.s.e.qt.~b, de.Ye.l~me.nt Q.t. e.nqine.e.t.inq tha-t.
i~A. 2t. if he.lei in ~O-n.fide.n.~e., c.O-\Lld Qe.C.2JJle. q c.O-UlUle.t.c.ie.tl ~t.O-d\Lc.t.
Q.t. O-f Ya..lu.e. in Ula.~in.q a. ~2JJlme.t.c.iql ~t.Q.d\Lc.t. whe.n s.Q. de.Q.i~nqt.e.ei QY
q c.Q.nt..t.a..c.t..Q.t.L a..nd wuic.h s.ha.ll a..ft.e.t. e.u.c.b de.s_iqna.t.iQ.Q.L Qe. e.1.e.m~t.e.d
[['QtIl di§.c.1Q.§'y.r.~ \!ad~r. §'\.lb.§,~C.tiQJl ~~~.La..l. Q.[ tit.le. 5. O-f the. Unit.e.d
~tgt.~ CQd~ in a..c.c.Q[.da..nc.~ ~it.h s.~§.~c.t..iQn ~~~iQl.i~l. Q[ tit.l~ ~L

k
Ltl. 'rh~ t.~r.m ~~Lit.itlCl~ m~a..n§. a.tly ma..t~[.ia..l ~Lltt~n \2y a.. < 

c-Q..nt.r.a..c.t-Qr. Q..L £ R~r.§'Q..n Q..th~[. t.ha.n ~ tlQJ.lpr.Q..[it. Q[.Cl~ni~£t.iQ..n Q..L
W1la.ll Q.y.§.in~§.s. firm t.hqt. is. g Raxu t..Q ~ f.y.nding £9.[.~~m~nt..L t.hgt.
maY Qg E['Q..t.~c.t.~d Q.y c.Q.RY[ iClht. in gc.c.Q..[.da..n~~ wJ.t.h t.it.l~ II Q.f t.h~

Unit.ed s.t.gt.~§. CQ-Q.§,.a.

202. Disposition of rights

(a) Each nonprofit organization or small business firm may,
within a reasonable time after disclosure as requred by paragraph
(c) (1) of this section, elect to retain title to any sUbject
invention, gtlQ J]a.y ~l~c.t. t.Q [.§.tgi.u t.itl~ t.Q a.nQ I2LQ..t.~C.t. £n.y
t..~c.hn.Q1QClic.ql K-nQ.~::hQ..~L Q[. ~[.it.iug d~Y§.lQ.I2~Q y.nQ.~L t.his. f.y.ndiuCl
gClL~~ID~nt: Provided, However, That a funding agreement may
provide otherwise

(i) when the contractor is not located in the United
States, does not have a place of business located in the
United States, or is subject to the control of a foreign
government,

(ii) in exceptional circumstances when it is determined by
the agency that restriction or elimination of the right to
retain title to any subject invention will better promote
the policy and objectives of this chapter,

2
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(iii) when it is determined by a Government authority which
is authorized by statute or Executive order to conduct
foreign intelligence or counter-intelligence activities that
the restriction or elimination of the right to retain title
to any subject invention is necessary to protect the
security of such activities, or

(iv) when the funding agreement includes the operation of a
Government-owned, contractor-operated facility of the
Department of Energy primarily dedicated to that
Department's naval nuclear propulsion or weapons related
programs and all funding agreement limitations under this
subparagraph on the contractor's right to elect title to a
SUbject invention are limited to inventions occuring under
the above two programs of the Department of Energy.

The rights of the nonprofit organization or small business firm
shall be subject to the provisions of paragraph (c) of this
section and other provisions of this chapter.

(b) (1) The rights of the Government under subsection (a)
shall not be exercised by a Federal agency unless it first
determines that at least one of the conditions identified in
clauses (i) through (iii) of subsection (a) exists. Except in
the case of subsection (a) (iii), the agency shall file with the
Secretary of Commerce, within thirty days after the award of the
applicable funding agreement, a copy of such determination. In
the case of a determination under subsection (a) (ii), the
statement shall include an analysis justifying the determination.
In the case of determinations applicable to funding agreements
with small business firms, copies shall also be sent to the Chief
Counsel for Advocacy of the Small Business Administration. If
the Secretary of Commerce believes that any individual
determination or pattern of determinations is contrary to the
policies and objectives of this chapter or otherwise not in
conformance with this chapter, the Secretary shall so advise the
head of the agency concerned and the Administrator of the Office
of Federal Procurement Policy, and recommend corrective actions.

(2) Whenever the Administrator of the Office of
Federal Procureement policy has determined that one or more
Federal agencies are utilizing the authority of clause (i) or
(ii) subsection (a) of this section in a manner that is contrary
to the policies and objectives of this chapter, the Administrator
is authorized to issue regulations describing classes of
situations in which agencies may not exercise the authorities of
those clauses.

(3) At lease once each year, the Comptroller General
shall transmit a report to the Committees on the Judiciary of
the Senate and House of Representatives on the manner in which

3
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this chapter is being implementea by the agencies and on such
other aspects of Government patent policies and practices with
respect to federally funded inventions as the Comptroller General
believes appropriate.

(4) If the contractor believes that a determination is
contrary to the policies and objectives of this chapter or
constitutes an abuse of the discretion by the agency, the
determination shall be subject to the last paragraph of section
203(2).

(c) Each funding agreement with a small business firm or
nonprofit organization shall contain appropriate provisions to
effectuate the following:

(1) That the contractor disclose each subject
invention to the Federal agency within a reasonable time after it
becomes known to the contractor personnel responsible for the
administration of patent matters, and that the Federal Government
may receive title to any sUbject invention not disclosed to it
within such time.

(2) That the contractor make a written election within
two years after disclosure to the Federal agency (or such
additional time as may be approved by the Federal agency) whether
the contractor will retain title to a subject invention:
Provided, That in any case where publication, on sale, or public
use, has initiated the one year statutory period in which valid
patent protection can still be obtained in the United States, the
period for election may be shortened by the Federal agency to a
date that is not more than sixty days prior to the end of the
statutory period: And provided further, That the Federal
Government may receive title to any sUbject invention in which
the contractor does not elect to retain rights or fails to elect
rights within such times.

(3) That a contractor electing rights in a sUbject
invention agrees to file a patent application prior to any
statutory bar date that may occur under this title due to
pUblication, on sale, or public use, and shall thereafter file
corresponding patent applications in other countries in which it
wishes to retain title within reasonable times, and that the
Federal Government may receive title to any subject inventions in
the United States or other countries in which the contractor has
not filed patent applications on the sUbject invention within
such times.

(4) with respect to any invention in which the
contractor elects rights, the Federal agency shall have a
nonexclusive, nontransferrable, irrevocable, paid-up license to
practice or have practiced for or on behalf of the United States
any subject invention throughout the world: Provided, That the

4
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funding agreement may provide for such additional rights;
including the right to assign or have assigned foreign patent
rights in the sUbject invention, as are determined by the agency
as necessary for meeting the obligations of the United States
under any treaty, international agreement, arrangement of
cooperation, memorandum of understanding, or similar arrangement
including military agreement relating to weapons development ana
production.

(5) The right of the Federal agency to require
periodic reporting on the utilization or efforts at obtaining
utilization that are being made by the contractor or his
licensees or assignees: Provided, that any such information as
well as any information on utilization or efforts at obtaining
utilization obtained as part of the proceeding under section 203
of this chapter shall be treated by the Federal agency as
commercial and financial information obtained from a person and
privileged and confidential and not subject to disclosure under
section 552 of title 5 of the United States Code.

(6) An obligation on the part of the contractor, in
the event a United States patent apaplication is filed by or on
its behalf or by any assignee of the contractor, to include
within the specification of such application and any patent
issuing thereon, a statement specifying that the invention was
made with Government support and that the Government has certain
rights in the invention.

(7) In the case of a nonprofit organization,

(A) a prohibition upon the assignment of rights to a
sUbject invention in the United States without the approval
of the Federal agency, except where such assignment is made
to an organization which has as one of its primary functions
the management of inventions (provided that such assignee
shall be sUbject to the same provisions as the contractor);

(B) a requirement that the contractor share royalties
with the inventor;

(C) except with respect to a funding agreement for the
operation of a Government-owned-contractor-operated
facility, a requirement that the balance of any royalties or
income earned by the contractor with respect to sUbject
invent ions, after payment of expenses (including payments to
inventors) incidental to the administration of subject
inventions, be utilized for support of scientific research
or education;

(D) a requirement that, except where it proves
infeasible after a reasonable inquiry, in the licensing of
subject inventions shall be given to small business firms;

5
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and

(E) with respect to a funding agreement for the
operation of a Government-owned-contractor-operated
facility, requirements

(i) that after payment of patenting costs,
licensing costs, payments to inventors, and other
expenses incidental to the administration of subject
inventions, 100 percent of the balance of any royalties
or income earned and retained by the contractor during
any fiscal year up to an amount equal to 5 percent of
the annual budget of the facility, shall be used by the
contractor for scientific research, development, and
education consistent with the research and development
mission and objectives of the facility, including
activities that increase the licensing potential of
other inventions of the facility; provided that if said
balance exceeds 5 percent of the annual budget of the
facility, that 75 percent of such excess shall be paid
to the Treasury of the United States and the remaining
25 percent shall be used for the same purposes as
described above in this clause; and

(ii) that, to the extent it provides the most
effective technology transfer, the licensing of subject
inventions shall be administered by contractor
employees on location at the facility.

(8) The requirements of sections 203 and 204 of this
chapter.

l2.L Ihqt 9. nQ.n.RLQ.fi.t Q.Lqa..ni~a..tiQ.n mgY Q.wn a..ml B.LQ.~C.t

qtly »!Liti.Uq Q.L t.~c-hnQ.lQ.qic;.ql k.nQ.w::hQ.»! cr ~gt..~Q \'Hld~L e qQ.nt..[ac.t if
t..h~ c.Q.nt..Lgg t..Q.LL in gc.c.Q.[da..nc.~ ~i.t..h [.~q\,llgtiQ.n§. gu.t..hQ.[i.~~d y.nd~[.

Q~c.t..iQ.n 2.0.6. Q.t. tili§. t..itl~L

lAL d~l.iY~L~ Q.L ~t..gin§. f.Qr fY.tY.L~ d~liY~LY,l. gnd
B.LQYid~§. t..h~ ty.ndinq E~d~r.gl a..9.~nc.y ~it..h th~ lic.~n§.~ t..Q. \!§.~

the ~Litinq Q.L t..~c.hnQ.lQ.9.ic.gl. ~nQ.»!::hQ~ L~q\,liL~d in th~

c.ont.rqc-t..L gnd

LIn. P-L~§.~LY~~ in ~Q.nfid~nc.~ and mqL~~ any ~r.itiJlq§. Q.r
mqt~Liql~ ~Q.ntgining t~c.hn.Q.lQ.gic;.al Kn.Q.~::hQ.~ d~liY~L~d t..Q. th~

f\.lng ins. E~Q.~Lal. gq~nc-y aa ~~c..hnQ.lQ.qic.gl KnQ.~=hQ.li... ~_

(d) If a contractor does not elect to retain title to a
SUbject invention in cases subject to this section, the Federal
agency may consider and after consultation with the contractor
grant requests for retention of rights by the inventor subject to
the provisions of this Act and regulations promulgated hereunder.

6
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(e) In any case when a Federal employee is a coinventor of
any invention made under a funding agreement with a nonprofit
organization or small business firm, the Federal agency employing
such coinventor is authorized to transfer or assign whatever
rights it may acquire in the subject invention from its employee
to the contractor sUbject to the conditions set forth in this
chapter.

(f) (1) No funding agreement with a small business firm or
nonprofit organization shall contain a provision allowing a
Federal agency to require leasing to third parties of inventions
owned by the contractor that are not subject inventions unless
such provision has been approved by the head of the agency and a
written justification has been signed by the head of the agency.
Any such provision shall clearly state whether the licensing may
be required in connection with the practice of a subject
invention, a specifically identified work object, or both. The
head of the agency may not delegate authority to approve
provisions or sign justifications required by this paragraph.

(2) A Federal agency shall not require the licensing
of third parties under any such provision unless the head of the
agency determines that the use of the invention by others is
necessary for the practice of a SUbject invetnion or for the use
of a work object of the funding agreement and that such action is
necessary to achieve the practical application of the subject
invention or work object. Any such determination shall be on the
record after an opportunity for an agency hearing. Any action
commenced for judicial review of such determination shall be
brought within sixty days after notification of such
determination.

203. March-in rights (OMITTED)

204. Preference for United States Industry

Notwithstanding any other provision of this chapter, no
small business firm or nonprofit organization which receives
title to any subject invention and no assignee of any such small
business firm or nonprofit organization shall grant to any person
the exclusive right to use or sell any SUbject invention in the
United States unless such person agrees that any products
embodying the subject ihvention or produced through the use of
the subject invention will be manufactured SUbstantially in the
United States. However, in individual cases, the requirement for
such an agreement may be waived by the Federal agency under whose
funding agreement the invention was made upon a showing by the
small business firm, nonprofit organization, or assignee that
reasonable but unsuccessful efforts have been made to grant
licenses on similar terms to potenatial licensees that would be

7
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likely to manufacture substantially in the United States or that
under the circumstances domestic manufacture is not commercially
feasible.

205. Confidentiality

Federal agencies are authorized to withhold from disclosure
to the public information disclosing any inventions in which the
Federal Government owns or may own a right, title, Or interest
(including a nonexclusive license) for a reasonable time in order
for a patent application to be filed. Federal
agencies shall not be required to release copies of any document
which is part of an application for patent filed with the United
States Patent and Trademark Office or with any foreign patent
office.

206. Uniform clauses and regulations

The Secretary of Commerce may issue regulations which may be
made applicable to Federal agencies implementing the provisions
of sections 202 through 204 of this chapter and shall establish
standard funding agreement provisions required under this
chapter. The regulations and the standard funding agreement
shall be subject to public comment before their issuance.

207. Domestic and foreign protection of federally owned
inventions (OMITTED)

208. Regulations governing Federal licensing

The Secretary of Commerce is authorized to promulgate
regulations specifying the terms and conditions upon which any
federally owned invention, other than inventions owned by the
Tennessee Valley Authority, may be licensed on a nonexclusive,
partially exclusive, or exclusive basis.

209. Restrictions on licensing of federally owned inventions

(a) No Federal agency shall grant any license under a
patent or patent application on a federally owned invention
unless the person requesting the license has supplied the agency
with a plan for development and/or marketing of the invention,
except that any such plan may be treated by the Federal agency as
commercial and financial information obtained from a person and
privileged and confidential and not sUbject to disclosure under
section 552 of title 5 of the United States Code.

(b) A Federal agency shall normally grant the right to use
or sell any federally owned invention in the United States only
to licensee that agrees that any products embodying the invention
or produced through the use of the invention will be manufactured
sUbstantially in the United States.

8
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(c) (1) Each Federal agency may grant exclusive or partially
exclusive licenses in any invention covered by a federally owned
domestic patent or patent application only if, after ~ith~Ll.

tiL at l~~~t Qn~ public notice Qi th~ qYailgQility Qt
tl1~ i.nY~ntiQn f-QL li~~§.ing. i.n th~ f.~d~rgl R~g.i§.t..~r Q[
th.£ iQ.1Jffial ~§.t.aQJi§.h~Q in a£~Q.rn~n~~ tlit-b ~~£t.iQn Z-ll
Qi thi~ t.itl~L Q[

iiiL l2.yQli.£ nQti.£~ Q.! in.t.~nt. t-Q. a.~a[d a lic.~n§.~ tQ 9
QP~£i[i£ in.t~o~d li~~n.~~~, and opportunity for filing
written objections, it is determined that --

(A) the interests of the Federal Government and the
pUblic will best be served by the proposed license, in view
of the applicant's intentions, plans, and ability to bring
the invention to paractial application or otherwise promote
the invention's utilization by the public;

( B)
achieved,
under any
which may

the desired practical application has not been
or is not likely expeditiously to be achieved,
nonexclusive license which has been granted, or
be granted on the invention;

(C) exclusive or partially exclusive licensing is a
reasonable and necesary incentive to call forth the
investment of risk capital and expenditures to bring the
invention to practical application or otherwise promote the
invention's utilization by the public; and

(D) the proposed terms and scope of exclusivity are
not greater than reasonably necessary to provide the
incentive for bringing the invention to practical
application Or otherwise promote the invention's utilization
by the pUblic.

(2) A Federal agency shall not grant such exclusive or
partially exclusive license under paragraph (1) of this
subsection if it determines that the grant of such license will
tend substantially to lessen competition or result in undue
concentration in any section of the country in any line of
commerce to which the technology to be licensed relates, or to
create or maintain other situations inconsistent with the
antitrust laws.

(3) First preference in the exclusive or partially
exclusive licensing of Federally owned inventions shall go to
small business firms submitting plans that are determined by the
agency to be within the capabilities of the firms and equally
likely, if executed, to bring the invention to practical
application as any plans submitted by applicants that are not

9
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small business firms.

(d) After consideration of whether the interests of the
Federal Government or United States industry in foreign commerce
will be enhanced, any Federal agency may grant exclusive or
partially exclusive licenses in any invention covered by a
foreign patent application or patent, after public notice and
opportunity for filling written objections, except that a Federal
agency shall not grant such exclusive or partially exclusive
license if it determines that the grant of such license will tend
substantially to lessen competition or result in undue
concentration in any section of the United States in any line of
commerce to which the technology to be licensed relates, or to
create or maintain other situations inconsistent with antitrust
laws.

(e) Any grant of a license shall contain such terms and
conditions as the Federal agency determines appropriate for the
protection of th interests of the Federal Government and the
public, including provisions for the following;

(1) periodic reporting on the utilization or efforts
at obtaining utilization that are being made by the licensee with
particular reference to the plan submitted: Provided, That any
such information may be treated by the Federal agency as
commercial and financial information obtained from a person and
privileged and confidential and not subject to disclosure under
section 552 of title 5 of the United States Code;

(2) the right of the Federal agency to terminate such
license in whole or in part if it determines that the licensee is
not executing the plan submitted with its request for a license
and the licensee cannot otherwise demonstrate to the satisfaction
of the Federal agency that it has taken or can be expected to
take within a reasonable time, effective steps to achieve
practical application of the invention;

(3) the right of the Federal agency to terminate such
license in whole or in part if the licensee is in breach of an
agreement obtained pursuant to paragraph (b) of this section; and

(4) the right of the Federal agency to terminate the
license i n whole or in part if the agency determines that such
action is necessary to meet requirements for public use specified
by Federal regulations issued after the date of the license and
such requirements are not reasonably satisfied by the licensee.

210. Precedence of chapter (OMITTED)

211. Relationship to antitrust laws (OMITTED)

212. Disposition of rights in educational awards (OMITTED)

10
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2.1.3 A JQlJ Ul.al Qf iD.Y~I} t.iQ.n~ ~nQ. tgGhnQ.lQ.~Y

ig.L 'lh~ S~~ret~r.y Q.t CQmm~r~e. ~h~~l ~~t.gQl!.~D g iQ.1H..IJ~l t.Q.
b~ ~~~li~h~g ~t l~~t fQ.~L tiID~2 a ~~g[ t.Q. ta~ilit.gt~ ~nY~ntiQD

ll~~D2.i.ng gn.<i te.Ghn.Q. lQ~y t.[.g_l1tl~r.L 'r.h~ iQ.\,lr..ogl ~hgl:L ~~ 2~lf::

~~QLting t~Q. ~~~L§ ~[t.~r ~n.a£tm~t Qt t.hi~ ~~~t.iQI1L

ill. ~lJnQ.1J.I}~~ID~.I1t.~ Q.f. iny.~nt i.Q.n.~ Q.wn~g O-y th~

GQY~r.nID~n.t. t.h~t aLe. ~y~il~Ql~ f..Q.t: li~~I}~in.s.~ wi.th a.g~911a.t.~
l..11f.Q.rmat1&rl QJ) t.o.~ n.~t\J.~ aml 1J.§'~§' Q.f ~qQ.h iJ)y~t.iQn.L t.h~ t.~~9-~.

t~Lm9 aog r.~§.t[.~tiQ.n.~ QI} li~~n9~2. t.h~ g~~n.~Y i2. §.~~Ii!ns. if
d~t~r.min~Q.t ~n.d t.o.~ PQint Q.f QQ.o.t~qt LQ.L ~Qdit.!Qn~l iJ)fQ.DIla tiQ.n.t

12i. Similar. ~U10Qu.nC-~lJl~n.t~ tha.t. GQYunJJl~nt. C-QnUaG.t.Q.r.9
a.ng e~d~rql gmelQ.~~2 m~~ ~i2h tQ. mali~ Qf- inY~nt.iQI1~ in ~o.i£h t.o.~
GQ.Y~r..nI]~nt o.a2 an. illt.~r..~§..t.t

ill. NQ.t.iQ~§" Q.f. ~PQ.r..tlJI}.il..i.~~ [Q.L ~Qll~QQL~tiQn in
L~2~~r.£h and d~Y~l~ID~nt a~tiY.iti~~ at E~Q~Lal 19O-Q.r..~tQ.r.i~~.L

i£l. io additiQ.n.r.- t.bi~ iQ.1J.Ul.al may- iD.~l\..ld~L.

ili. An.0Q.\,ln~~~nt_9 Q.f. Q.th~r. i.n.Y~nt.iQ.lJ§' that !ndiYidllal§.
Q.r Qr..~~lJ.iz.~t.i.Qn2. may 'l!!§.h t.Q. ggY.~Lt!§..~ a~ ~y~i.laQl~ f..Q.L
li~~o~.in.9- ...

1.2i. AnlJQ.u.n.£~ID~n.t2. Q.f- Q.tb.~_L t~£bn.Q.lQgy that !§
aYaiLaQl~ f-Q.L tra~f~L [rom aoy ~Q.u.r~~L §.\,lGh a2. ~Qmpu.t~r..
BrQ.~r..qm§..I-

ill ~!mQ\,ln~~J1l~n.t2 or. adY~r..tis.em~nt.s Qf te.c.bnQ.1Q.9 Lea
§.Q.yght O-y t~d~r..g.l g~~n£i~L to~ir. l~QQ.r..a.tQ.r..i~§L QL Q.t.h~r.. p~Lti~§..I-

i31. ALtic-1.~9 tha.t p~r.t.~iI} tQ. t.~c.b.nQ.lQ.s.:l.r.- B~Ht..iG.\,ll.~Lly
tQ. aD.Q tLQ.m t~d~r..al g9-~nQi~§. gjld 19Q.Q.Latr..i~~.I-

i4.1- P.Liy~t.~ §.~c.t.Q.r. gQ-y.~r..tiwn~I}t§. r..~l~titd t.Q th~

~\'!Qj~c-t matt.~L Q.f th~ iQ.\HD.al.~

idl. In ~at.~J~li§.hiD.s. thi ~ iQ.y.rnal.L- to~ s.~C-[.~tar-y Qf c.QXIlID~ r.G.~

ill. ~nt~[. in.tQ Pr.Q.C-\H~m.itlJ.t. £Q.nt.n~.c.t.~- gnci ~QQP~r..~ti.Y~

~llans.~~lJ.t.§. thqt. ~[..~ n.Q.t 12r.Q.C.\..lr.~m.e..nt c.Q.D.tr~c.t.2 ~it.h B[.iY~t~

~g.tQ.[" Q.r..gan.i~qti.Q.n2 fQ.L Br..Q.Q\!Q.LOg ~nd Qj ~§'~IDin~t.iog t.h~ .JQ\H..ne.i,....

i~l. P.["Qyid~ f-Q.r in.~llJ§.iQ.lJ. aGd di~t.Li~\,ltiQ.n Q.f ~ll Q.r..
§.~l~c.t.~Q QQ.nt~nt§. Q.f th~ iQ1un~l t.hrQ.lls.h GQ.Y~r.mn~nt QL c.QmID~r.c.ial
d~t~ Q.a§.~ ~e.[yi~~§..
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ill Per.I!Iit c.QJ!IJ!l~L~~ Q~~H.tm~n.till ~umlQy.~~~ whQ.
~QntLi~~t~ tQ ~~t~bli~hm~nt ~f thi~ iQULn~l tQ L~~igu QL L~tiL~

Q1lQ. be ~~lQY~Q. i.J.nm~di~t~lY QY ~ p.LiY:.~t~ ~~Q.t.Q I. QLg~u)iz.~ti~u

in.YQ.ly~g in B[.QQ\J..Q.ing Q.L di§.§.e.min?!t.ing th~ iQ.YLn.£.l.!

12
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SEC 11 COOPERATIVE RESEARCH AND DEVELOPMENT AGREEMENTS

(a) GENERAL AUTHORITY.-- Each Federal agency may permit the
director of any of its Government-operated laboratories--

(1) to enter into cooperative research and development
agreements on behalf of such agency (subject to subsection (c) of
this section) with other Federal agencies; units of State or
local government; industrial organizations (including
corporations, partnerships, and limited partnerships, and
industrial development organizations); pUblic and private
foundations; nonprofit organizations (including universities); or
other persons (including licensees of inventions owned by the
Federal agency); and

(2) to negotiate licensing agreements under section
207 of title 35, United States Code, or under other authorities
for Government-owned inventions of Federal employees that may be
voluntarily assigned to the Government.

(b) ENUMERATED AUTHORITY.--Under agreements entered into
pursuant to subsection (a) (1), a Government-operated Federal
laboratory may (subject to subsection (c) of this section)--

(1) accept, retain, and use funds, personnel services,
and property from collaborating parties and provide personnel,
services and property to collaborating parties;

(2) grant or agree to grant in advance, to a
collaborating party, patent licenses or assignments, or options
thereto, in any invention made in whole or in part by a Federal
employee under the agreement, retaining a nonexclusive,
nontransferrable, irrevocable, paid-up license to practice the
invention or have the invention practiced throughout the world by
or on behalf of the Government and such other rights as the
Federal laboratory deems appropriate;

(3) 94ant QL a94ee tQ gLant in agYaD~e tQ a
~QllabQLatin9 paLt~ ~QPYLigbt li~en~e~~ QtbeL li~~n~~~~

a~~ignm.ent~~ Q1: optiQn~ tb.e.r.etQ in an~ ~Liting Q4 t.e~boolQgi~al
KOQw=b~ PLQgU~eg by a reg~ual .employee UOg.eL tb.e ag4.eem.ent~

.retaining ~u~b 1:igbt~ a~ tbe reg.e.ral labQLatQL~ ~QD~ig.e1:~

apPLQP.riatel

1~1 waive, subject of reservation by the Government of
a nonexclusive, irrevocable, paid-up license to practice the
invention or have the invention practiced throughout the world by
or on behalf of the Government, in advance, in whole or in part,
any right of ownership which the Federal Government may have to
any subject invention made under the agreement by a collaborating
party or employee of the collaborating party, and

1
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151 to the extent consistent with any applicable
agency requirements and standards of conduct, permit employees or
former employees of the laboratory to participate in efforts to
commercialize inventions they made while in the service of the
United States.

(c) CONTRACT CONSIDERATIONS.--

(d) DEFINITION.-- As used in this section --

(l) the term "cooperative research and development
agreement" means any agreement between one or more Federal
laboratories and one or more non-Federal parties under which the
Government, thorugh its laboratories, provides personnel,
services, facilities, equipment, or other resources toward the
conduct of specified research or developmental efforts which are
consistent with the missions of the laboratory; except that
~~ktion 1!l5 of titl~ 11 of tb~ I1Dit~g Stat~~ CQg~ i~ OQt
al;?plikabl~ to tb~ ~~~Ylt~ of ~Ykb a~~aDg~meDts.r tb~ ~~~Y1ts of
~ukb a~~aOg~meDts a~e eAempteg gi~klQQu~e YOQ~~ SYb~~ktiQn 5521al
of tltle 5 of tb~ I1nited States CQge in akkQ.t:gan~~ witb l;?a~ag~apb

5521b1131 Qf title.r aDd such term does not include a procurement
contract or cooperative agreement as those terms are used in
sections 6303, 6304, and 6305 of title 31, United States Code;
aRe

121 tbe .t~~m ~.t~kbnQIQgikal kDQW=bQw~ m~aDS kDO~l~gge
P~QQY~~Q o~ QQmpil~d YDQe~ a ~QQP~L'atiYe ag~~~ment by LeQ~aLkb~

g~Y~lopment~ OI eDgioe~~iog .tba.t~ if b~lg io kQnf.igeoke~ ~QYlg

b~kQm~ a kQmme.rQial P~QgYk.t QI Qf YalY~ .in making a kQmm~Ikial
l;?~QQ.uk.t wb~n so geQigna.t·~g by tb~ gi~~ktQI Qf t'b~ feg~Ial

labQIa.tQIY~ ang

131 the term "laboratory" means a facility or group of
facilities owned, leased, or otherwise used by a Federal agency,
a substantial purpose of which is the performance of research,
development, or engineering by employees of the Federal
Government.

2
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Second option

SEC 11 COOPERATIVE RESEARCH AND DEVELOPMENT AGREEMENTS

(a) GENERAL AUTHORITY.-- Each Federal agency may permit the
director of any of its Government-operated laboratories--

(1) to enter into cooperative research and development
agreements on behalf of such agency (subject to subsection (c) of
this section) with other Federal agencies; units of State or
local government; industrial organizations (including
corporations, partnerships, and limited partnerships, and
industrial development organizations); public and private
foundations; nonprofit organizations (including universities); or
other persons (including licensees of inventions owned by the
Federal agency); and

(2) to negotiate licensing agreements under section
207 of title 35, United States Code, or under other authorities
for Government-owned inventions of Federal employees that may be
voluntarily assigned to the Government aug tQ D~gQtiat.e li~.en~ing

agL:.e.eID.eDt~ fQL: wL:iting~ aug t~~bDQIQ9i~al knQli=bQw I2L:QQl.I~~g by
F.eQeL:al .eIDI21QY~.e.s ...

(b) ENUMERATED AUTHORITY.--Under agreements entered into
pursuant to subsection (a) (1), a Government-operated Federal
laboratory may (subject to subsection (c) of this section)--

(1) accept, retain, and use funds, personnel services,
and property from collaborating parties and provide personnel,
services and property to collaborating parties;

(2) grant or agree to grant in advance, to a
collaborating party, patent licenses or assignments, or options
thereto, in any invention made in whole or in part by a Federal
employee under the agreement, retaining a nonexclusive,
nontransferrable, irrevocable, paid-up license to practice the
invention or have the invention practiced throughout the world by
or on behalf of the Government and such other rights as the
Federal laboratory deems appropriate;

(3) gL:aDt QL agL.e.e tQ gL:aDt i 'D aQYaD~.e tQ a DQD=
F~geLgl ~QllabQLatiD9 l2aL:ty CQ~YL:igbt lic.en~.e~~ Qtb.eL: li~.en~~~~
a~~igOID.eDt~.L QL QPtiQO~ tb.eL.e.tQ in aoy wL:iting QL: .t~CbDQIQgi~al

kOQw=bQW I2LQQUC.eQ by a F.egeLal .eIDP1Qy.ee UDg.eL tb.e a9Le.eID~nt.L

L:~taiDiD9 ~ucb Li9bt~ a~ tbe f.eg.eLal labQL:atQLY CQD~.ig.eLS
a12I2LQPLiat~.l

iii waive, sUbject of reservation by the Government of
a nonexclusive, irrevocalbe, paid-up license to practice the
invention or have the invention practiced throughout the world by
or on behalf of the Government, in advance, in whole or in part,

3



057-005 DRAFT 4 2/18/87 Page 4

any right of ownership which the Federal Government may have to
any sUbject invention made under the agreement by a collaborating
party or employee of the collaborating party, and

151 to the extent consistent with any applicable
agency requirements and standards of conduct, permit employees or
former employees of the laboratory to participate in efforts to
commercialize inventions they made while in the service of the
United States.

(c) CONTRACT CONSIDERATIONS.--

(d) DEFINITION.-- As used in this section --

(I) the term "cooperative research and development
agreement" means any agreement between one or more Federal
laboratories and one or more non-Federal parties under which the
Government, thor ugh its laboratories, provides personnel,
services, facilities, equipment, or other resources toward the
conduct of specified research or developmental efforts which are
consistent with the missions of the laboratory; except that such
term does not include a procurement contract or cooperative
agreement as those terms are used in sections 6303, 6304, and
6305 of title 31, United States Code; efta

( 2) the teJ:JD :te~hoologic~l Kooh'=hoh': me~o~ kD2h'1~gge

~.rogu~eg o.r cQmpileg b~ LeQe~rch.£ geye12pmeo-t.£ or eDgioe~.r.:iD9

th~t.£ if hela io ~Qofiaeoce.£ CQuld become a cQmme.r.:cial p.r.:Qdu'ct QI
Qf yalue in m~King a QO'mme.r.:Qial p.r.:O'auct h'heo QO g~QigDateg by the
ai.r.:eQtQL Qf the feae.r.:al la12QIatQI~.£ aog whiQb Qb~ll afteI ~u~b

geQigoatiQD.£ be exempted fL,Qm diQQlQQu.r.:e UOgeI Qu12~ectiQo 55.21al
2f title 5 Qf the lJoiteg StateQ CQge io ~kk2LgaOCe with pa.r.:~gLaL?b

5521121121 Qf title 5~ I'r2yjioed l'bat thiQ exemL?tiQo Qball ex~i.re

tb.r.:ee yea,(Q ~fte.r the directQ.r..!.s designation if tbe Knowledge ,i s
D2-t legsed.£ gs.signea.£ QI QtheI'lrlise t,(ans.f~.r.:Led .i.'n kQofideoQe tQ a
U...S.. fi.r.:m 12efO'.re the eod Qf the three yea.r L?e.r.:iQg fQI
Qomme.rQializat'ioD b~ the fi.rml.

131 the te.r.:m :1iIitiog: m~aDQ gOY mateIi'al lrl.ritteo by a
labO'Iato.r.:~ employeel. I'IQyigea That ~ect.iiQO 105 O'f title 11 of the
Doit.eg State~ CQa.e is DQt appliiQa12l~ t ·o QYQb w.r.:itiu9..c. gOg t 'bat
~ukb h'Ii'tiog ma~ be geteIIDio..ea to QQotaio techoQ'lQgi'Qal KUQw=hQW
in gCCQIQaOQe h'itb ~aJ:agIaph 121 aboy..e.£ aod

1.4.1 the term "laboratory" means a facility or group of
facilities owned, leased, or otherwise used by a Federal agency,
a substantial purpose of which is the performance of research,
development, or engineering by employees of the Federal
Government.

4
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SUGGESTIONS FOR AGENCY REGULATIONS TO IMPLEMENT P.L. 99-502
(Stevenson-Wydler section numbers after codification are shown)

1. STATUTORY PROVISION.

llCc) CONTRACT CONSIDERATIONS. == III A Federal agency
~ issue regulations 2n suitable procedures ~ .
, ' ..1-.....",..~ "1-.~", t' hImplementIng ~ proYlslons ~ ~ sec Ion:oweyer,
implementation Qf thia section shall nQt .he delayed until
issuance Qf~ regulations.

COMMENT

Agency regulations could be drawn from several sources including:

Provisions of subsection ll(c).

Other provisions of the Stevenson-Wydler Act as amended.

P.L. 96-517 and implementing regUlations for licensing
Government-owned inventions.

P.L.98-622 on Statutory Invention Registrations

Executive Order 10096 on Government Employee Inventions.

Other agency or laboratory authorities for collaboration and
technology technology transfer.

Government-wide conflict of interest rules, agency specific
conflict o£ interest provisions, and agency interpretations.

Existing agency delegations of authority and. procedures for
their revision.

SUGGESTIONS

It will probably be several years before the opportunities and
problems in the Act are fUlly understood. It is too soon to try
to develop extensive and detailed regUlations. As a minimum, an
agency could provide for review of proposed licenses and
cooperative agreements in its delegations of authority and issue
no regUlations at all.

Above the minimum, an agency could indicate its intent to comply
with the Act, offer guidelines for handling the most likely
situations, and provide for case-by-case review of each license
or cooperative agreement. The level of the review could be a
function of the size and complexity of the agreement.
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We recommend this approach and suggest that an agency cover only
the most important points in an initial issuance. The term
"laboratory" should defined in the agency's context.

Because of the definition of cooperative research and development
agreement, neither procurement policies in the Federal
Acquisition Regulation nor assistance policies in OMB circulars
apply to R&D agreements. Agencies should be sure that policies
suitable for arms-length relationships are not applied to the
detriment of cooperative R&D agreements.

2. STATUTORY PROVISION

ill ~ agency in permitting a Federpl laboratory t2
enter int2 agreements under thia section shall he guided ~
~ purposes 2f t.h.i.Q~

COMMENT

The Act has no "purposes" section, but the preamble says it is:

To amend the Stevenson-Wydler Technology Innovation Act of
1980 to promote technology transfer by authorizing
Government-operated laboratories to enter into cooperative
research agreements and by establishing the Federal
Laboratory Consortium for Technology Transfer within the
National Bureau of Standards, and for other purposes.

SUGGESTION

The emphasis is on laboratories, not agencies. This is
decentralization legislation, and agency implementations should
be consistent with this purpose.

3. STATUTORY PROVISION

(3) (A) ~ agency using ~ authority given it under
subsection lal shall review employee standards 2f conduct
!2L resolving potential conflicts 2f interest ~ ~~
~ adeQuately establish guidelines fQL situations likely
~ arise through the ~ 2f t.h.i.Q authority. including ~
nQt limited ~ cases where present ~ former employees ~
their partners negotiate licenses ~ assignments 2f titles
t2 inventions ~ negotiate cooperative research and
development agreements Kith federal agencies (including ~
agency~ which ~ employee involved is ~ ~ formerly
employeed) .

COMMENT

S. 65, the precursor of this Act included the following section:
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It shall be the policy of the Government to encourage the
efforts of Government employees or former employees to
obtain commercialization of inventions mad~ by them while
they were in the Service of the United States, and it shall
not be a violation of the provisions of 18 U.S.C. 207 for
former employees or the partners of employees to negotiate
licenses or cooperative research and development
arrangements relating to such inventions with Federal
agencies, including the agency with which the employee is or
was formerly employed. Federal employees or former
employees who receive royalty payments or participate
(whether as a principal of, a consultant to, or an employee
of an organization that is attempting to commercialize the
invention, or otherwise) in efforts to commercialize their
inventions shall not, because of such receipt or
participation, be deemed to be in violation of section 203,
205, 207, 208, or 209 of title 18 of the United States Code.
In the case of an active employee of the Government, this
section is not intended to negate any requirements which the
agency may have concerning the need for approval of outside
employment.

This provision had OMB and Justice approval in June of 1985. It
was dropped from the bill by the Senate staff because:

o It was thought to be unnecessary. Since the authorities in
bill are specific, they should take precedence over the
general conflict of interest provisions of title 18.

...
"

o The provision would have required referral to the Senate
Judiciary Committee, and might have led to delays. After
the provision was dropped, the Judiciary Committee requested
a 30 referral anyway.

The example in the Act comes directly from the original bill, and
we believe can be taken as the type of activity that Congress
intends. Two further indications of Congressional intent are:

o Section 14 requires agencies to allow employees to own
inventions the agency does not intend to patent and
commercialize. There have been a number of cases where
agencies, particularly NASA, have allowed employees to leave
a laboratory, obtain licenses to their inventions, and
subsequently sell products based on the inventions to the
Government.

o Section 10(a) now includes the following policy statements:

Technology transfer, consistent with mission
responsibilities, is a responsibility of each
laboratory science and engineering professional.
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Each laboratory director shall ensure that efforts to
transfer technology are considered positively in
laboratory job descriptions, employee -promotion
policies, and evaluation of job performance of
scientists and engineers in the laboratory.

The relevant conflict of interest sections of 18 U.S.C. are:

o 203 -- Compensation to Members of Congress, officers, and
others in matters affecting the Government.

o 205 -- Activities of officers and employees in claims
against and other matters affecting the Government.

o 207 -- Disqualification of former officers and employees;
disqualification of partners of current offficers and
employees.

o 208 -- Acts affecting a personal financial interest.

o 209 -- Salary of Government officials and employees payable
only by United States.

These sections are concerned with situations where the interests
of the United States are likely conflict with those of others.
Most include an "unless otherwise provided by law" caveat. They
largely speak to individuals, not agencies. They don't appear to
be written for a situation where a Federal and a non-Federal
party agree to cooperate on a mutually beneficial basis
authorized by law, and a Federal employee may need interests in
both parties for the cooperation to be effective,

SUGGESTIONS

o The Act says that agencies can permit employees and former
employees to participate in efforts to commercialize their
inventions to the extent consistent with any applicable
agency requirements and standards of conduct (paragraph
ll(b) (4)). The agency requirements and standards of conduct
need not be those in effect before the Act was passed.
There is nothing to prohibit agencies from making special
provisions for use with the Act, and full implementation may
require them.

o It may be wise to allow a waiver of existing standards of
conduct to handle early agreements on a case-by-case basis
until there is a body of experience.

o Probably the best way to protect an employee from a conflict
of interest situation is to provide for his/her involvement
with the private sector in a cooperative agreement as part
of the resources provided by the laboratory. .

4
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o Except for managing inventions they have been allowed to
own, employees should be required to cooperate with the
private sector through a laboratory agreement.

4. STATUTORY PROVISION

lBl IfL in implementing subparagraph~ an agency La
unable tQ resolve potential conflicts Qf interest within ~
current statutory framework, ~ shall propose necessary
statutory changes tQ ~_ forwarded tQ ita authorizing
committees in Congress.

SUGGESTION

Most of the statutory based obstacles apply to all agencies and
agency-by-agency legislation is not the best way to resolve them.
Further, the Executive Branch tends to prefer administrative
discretion to interpret laws over more detailed statutes. In
light of the obvious intent of the Act, agencies should try to
interpret existing statutes as permitting the types of individual
involvement necessary to do what the Act anticipates. Agencies
may plan to use the biannual Commerce report on implementation to
recommend statutory changes.

5. STATUTORY PROVISION

l!l ~ laboratory director in deciding~
cooperative research and development agreements tQ enter
intQ shall ==

1Al~ special consideration tQ small business
firms, and consortia involving smfall business firms •••

SUGGESTION

This should be easy. Some technologies, requiring extensive
resources and capitalization will not be suitable for small
business, while other technologies can only be to commercialized
through small business. So long as a laboratory can show that it
fairly considered or tried to find small business collaborators,
there should be no problem.

6. STATUTORY PROVISION

(4) (B) ~ preference tQ business units located
in~ United States which agree that products
embodying inventions~ under ~ cooperative
research and development agreement QL produced through
~ ~ Qf~ inventions~ he manufactured
substantially in~ United States~ in ~~ Qf
any industrial organization ~ other person subject ~
~ control Qf ~ foreign company ~ government, ~

5



appropriate~ int2 consideration whether QL n2t~
foreign government permits United States agencies,
organizations, QL other persons tQ enter intQ
cooperative reserch and development agreements and
licensing agreements.

COMMENT

The first part of this involving domestic manufacture is easy.
Universities do it all the time. While the Act does not say the
domestic preference must be included in licensing agreements,
there is a similar provision in Federal patent licensing statute,
35 U.S.C. 209 .

At this time, nobody knows how to handle the second part about
whether a foreign government would allow a U.S. firm similar
opportunities to collaborate. It is not reasonable to expect
most laboratory directors to know what other countries are
allowing, or in some cases, who controls what appears to be a
domestic firm.

SUGGESTIONS

o Implement the first requirement on domestic manufacture by
including a statement in the license or cooperative
agreement that the non-Federal party agrees to substantially
manufacture in the United States products sold in the United
States that use the invention or results of the cooperative
research.

o Advise laboratory directors that pending more direct
guidance, they should avoid cooperative agreements or
licenses with companies of other countries where they have
reason to believe U.S. companies would not have similar
opportunities. A rule of reason on what the directors can
know should apply. A.helpful correlation may also be found
between the export licensing restrictions and countries
where U.S. companies would not have similar opportunities.

o The Government may develop policies on this provision, and
sources of the information necessary to apply them. Until
that happens, lab directors who do not already have an
international program, should be advised to emphasize the
domestic manufacture provision. This will probably take
care of most problems related to this provision and they
should ask agency headqarters for guidance in other foreign
involvement situations.

7. STATUTORY PROVISION

(5) (A) If~~ Qt.~ agency 2L ~ designee
desires £n opportunity tQ disapprove 2L reQuire ~
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modification Qf ~~ agreement. ~ agreement shall
provide ~ ~ ~ period within which~ action~ he
taken beginning Qn ~~~ agreement ia presented tQ
him ~ heL ~ ~~ Qf ~ laboratory concerned.

SUGGESTIONS

o Initial delegation should be made to a level in the agency
that understands the Act and the operations of laboratories.
The delegation should include authority to delegate further
as appropriate.

o Consider a system of approvals where the level of approval
required is a function to the magnitude of the agreement.
Those that only commit small amounts of a person's time or
use of minor facilities could be approved at lower levels -
or even be excluded from approval.

o First of a kind agreements or licenses might require higher
approvals that subsequent agreements or licenses of that are
similar. Agreements or licenses partially similar those
already approved but which differ in some .respects should
only be reviewed for issues raised by the differences.

8. STATUTORY PROVISION

(5) (B) .In anz~ .in which ~~ .Q.f. gn agency QL.
~ designee disapproves 2L reQuires the modification .Q.f. gn
agreement presented under ~ section, ~~ .Q.f. ~
agency 2L~ designee shall transmit ~ written explanation
tQ ~~ Qf the laboratory concerned.

SUGGESTION

Be sure the written emplanation must be transmitted to the
head of the laboratory within the thirty day period.

9. STATUTORY PROVISION

lnL ~ agency shall maintain A record .Q.f. all
agreements entered int2 under~ section.

SUGGESTION

Every two years, the Secretary of Commerce is to report to the
President and the Congress on agencies' use of the authorities
in the Act. The agency records of agreements will be needed for
this report.
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