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SUBJECT: Domestic Policy Review - Draft Report on Patent policy'

Attached are excerpts from the above-noted draft report including
the summary and the complete text of Proposal V which is the most germane
to our interest.

Please note the Public Symposia Schedule with the session relating
to patents being held on January 24. '

cc: Bob Barlow
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December 20, 1978

A Draft Report of the Advisory Subcommittee on
Patent and Information Policy of the Advisory "
Committee on Industrial Innovation established
as part of the Domestic Policy Review
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ON

DRAFT REPORT

PATENT POLICY

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

Notice:' This report represents the views of the
Subcommittee on "Paten~ and Information Policy of
the Advisory Committee on Industrial Innovation,
an advisory committee convened by and reporting to
the Secretary of Commerce. The views of the Sub
committee do not necessarily represent those of
the Department of Commerce or any other agency of
the Federal Government.
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This Draft Report on Patent Fblicy was preprred by the
Mv:i;sory SUbcanmittee on Patent and Information Policy
under Co-chainnan-Infoxmation Fblicy Herbert R. Br:inberg,
President, Aspen Systems COrporation, and Co-<:hahman
Patent Policy, Robert B. Benson, Director, Patent law
Deparbnent, Allis-<:halmers Corp=ation. The sul::carrnittee,
composed of representatives of the business and industrial
camnunity, has focusEd on econanic and trade issues and
their Impact, on industrial innovation.

An Mvirory Ccmnittee on Industrial Innovation has been es
tablished that will bring to bear the views of business and
industry, organized labor, the plblic interest, and the aca
demic ccmmmity expert on the subject. The sul::canmittees
creat.ed under this Advisory Cc:rnmittee are examining a wide
array of fEderai programs and policies that impact upon in
dustrial innovation.

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

A danestic policy review of industrial innovation is being
mnducted as a result of President car~'s concern for the
status of industrial innovation in the United states. This
review is being directEd by the Industrial Innovation Coor
dinating Ccrnmittee, chairEd by Secretary of Ccmmerce Juanita
M. Kreps.

The. public portion of the darestic policy review will cUl
minate in a series of seven public symposaa to be held 'lin
Jan1J.ary 1979. This report, together with those of the 'other .
advd.sory subcanmittees, will fom the basis for prcsentatrions
and discussions at the symposia. The moderator for these
symposia will be Dr. Jordan J. Baruch, Assistant Secr~tary
of .Ccmmerce for SCience and. Tecl;Jnology.

Following is the membership of the SUbcomnittee on Patent
and Information Policy, as well as the symposia schedule.
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Date (1979)

January 16

January 15

January 17

January 24 ,.,/

January 22

January 25

January 19
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Information

Procurement

IX::MESTIC POLICY REVIEW OF INDUSTRIAL INNOVATIQ'il

Direct Support of Research
and ])evelopnent

SUbccmnittee on -

~lic Symposia Schedule

Economic and Trade
Policy

Environment, Health, and
Safety Regulations

Patents

location: All syrrposia will be held in the U. S. Deparbnent
• of Comrerce Auditorium on the first floor of the

Main Corrrnerce Department; building (entrance on 14th
Street between 'Constitution and Pennsylvania Avenues,
N. W.l

Regulation of Industry
Structure and COnpetition
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ADVISORY SUBCOMMITTEE ON PATENTS AND INFORMATION

t
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Herbert R. Brinberg, Co-Chairman; Information
President
~..§x%:t§l!l..~moX"ati~.,n ;;;;;;:;;;;:; '7; ~-..,.

~~obert B. Benson, Co-Chairman, Patents
Director, Patent Law Depar.tment.~

"""",,,"!}~~is.-~.h::~erscorpora.$ll_____

~ ..

"

Company.

Dan Lacy
Vice President
McGraw-;Hill·-------

H.E. O'Kelley.
President,& Chief Executive

Officer
Datapoint Corporation

Donald J. Quigg
Patent Counsel
Phillips Petroleum

Clarence Spangle
President
Hone~~ell Information Services·

l'1illiam Ragan
Vice President, Research &

Development
Becton & Dickinson Company

* Eric P. Schellin, Esq.

Gerard M. Beaugonin
Vice President
Control Data Corporation

Gloria Cohen
Consultant
Information Services

* Joseph A. DeGrandi
Beveridge, Degrandi, Kline

& Lunsford

Rudolph u. Anderson, Jr.
Associate General Counsel

•.J:!eXc:1L& G9Wl?R-W",,,,,.~_...I,,,.n,,,,,,f..,.....•__~=:::~
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* Tom Arnold ~'
~Old, White & Durkee ...,.".

IF

Henry L. Bachman
Vice President - Quality
Hazeltine Corporation

-!.vt"Homer Blair
. Vice President, Patents

Licensing
Itek Corporation

*Joe Engelberger
President
Unimation

* Charles Heiken, Esq.

* David E. Sunstei;n

Leo J.Thomas, Jr.
Director of Research
Eastman Kodak

Lawrence welk~
President
International Computer Program

* 11ember of the l'1orking Group on Paten t Pol icy.
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Summary
i

"

In gene r a I', the patent system has served the country we Ll.,' Major
overhaul of the patent system is not recommended. Nevertheless,
some mqdification to the system could have a benefici~l effect on
innovation. The most serious p r ob Lerns wi.th the patent system are
the uncertainty about the reliability of patents" and the' long time
and high costs associated with resolving such uncertainty through
litigation. Hhen proper consideration is given tothese problems
as they relate to those independent inventors and small businesses
whose success--and indeed very existence--depends upon the 'Lnnova t Lon
process, it becomes clear some changes must occur.' These. problems .
deter investment of the money required to commercialize an invention
(a necessary and expensive step in the innovative process). It is
here that modifications to the patent system can have their most
beneficial impact. Steps should be taken to increase the assurance
~that a patent is a valuable piece of property, something that offeri
protection to subsequent .investment. .

The committee has identified four major goals t ojwh'i.ch attention must.
be addressed to enhance the innovation process through improvement
.of the present patent system:

1. Enhancement of the reliabilitY of the patent grant to
the inventor and those investing in the commercialization of his
invention; .

2. Reduction in the cost--both in time·and monev--of judicial
enforcement of the rights derived from the patent;" .

3. Extension of the availability of co~rnercial exclusivity
derived from patents to technological advances presently denied
patentability; and ..
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4. Development of systems transferring the commercial rights
to government supported inventions to those in .the private sector
capable of/their.innovation.

He have three major recommendations to improve the reliability of
the patent grant.

1) Upgrade the Patent Office by:

a. Providing 'an adequate examining staff to assure
a rigorous high quality examination. This would
increase confidence in the patents that are issued.

J
~

. 1

b. Providing modern search tools that increase the
probability of finding the relevant prior art.
This would be a cost-effective investment by
reducing search time per examiner, as well as
reducing the frequency o.f subsequent proceedings
to argue the prior art. . .

. -ii-
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2) Provide D reexamination process -- available to all
interested parties -- in order to ensure that the
~atentability of the invention described in the patent
has peen considered by the Patent Office in the light
of a~l relevant prior printed publications.

3) Pro~ide a central court to-hear patent appeals. This
wou~d provide greater consistency in judicial decisions,
thu~ reducing uncertainty.

To reduce the present cost of judicial enforcement of the patent grant.
a request should be directed to the Supreme Court, and the Judicial
Conference, to require each federal court to exercise a high degree
of control over the conduct of patent litigation, with p?rticular
concern for the time and expense'of discovery.

To foster commercialization of inventions made in governmental
laboratories, under government research contracts and in university
laboratories! supported ~-lith 'federal funds, the subcommittee recommends
that the co~ercial rights in such inventions be structured in a
manner capable of being transferred to industry -- small or large -~

to insure c~pital investment in their development. Such transfers
should be subject to a license right reserved to the government to
insure no further payment for governmental use of the invention.

The subcommittee also recommends clarifying the statutory standard
of patentability and permitting licensees to agree not to attack
the validity of licensed patents. An adequate extension of the patent
.te rm should! be provided when commercialization of patented inventions
is delayed pue to federal regulations.

The subcomm~ttee recommends establ{shment of foreign policy which
encourages pther countries to provide United States innovators th~

right to obta Ln enforceable patent rights, thus extending the incentive
to comrne r c La l Lze United States innovations in international markets.

further, study should begin of the appropriate extension of patent
rights to presently unpatentable technological advanc<;.,~.. ,.,.~~Lr..b.
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PROPOSAL V

Transfer Commercial Rights to Government-Supported"
Research to Private" Sector

The United States patent system is designed to stimulate
the progress of the useful arts by encouraging the public
disclosure of new technology and making available to the
public new products .and processes utilizing this tech
nology. It[is not necessary to go through the expensive.
time-consuming procedure of obtaining a patent to fUlfill
the function of disclosing information to the public.
This can befaccomplished by a simple publi~ation. On the
other hand,' the patent grant has played an important part
in commercializing inventions, making new products avail
able to the pUblic. The Federal Government does not normally
participate[ in this function.

The theory ()f the patent grant is to give the inventor or his
assignee the exclusive rights to his invention for a period
of time so ~hat he can invest the time and money necessary,
commercialize the invention and develop a market for the
product or process incorporating the invention. Since the
government .is not in the business of developing inventions
for commerc[ial use, it has no need to own patents. On the
other hand, the government. is a substantial user of products
and services and in that context needs, or at least can
benefitfrqm, a license to use patents.

Experience has shown that the government, as· a purchaser or
consumer of goods and services, is not in a position to take
advantage of its ownership of patents to promote enterprise.
Private companies, on the other hand, who are in a position
to utilizeth~ patent grant are ordinarily unwilling to take a
nonexclusive license 'under a.government~ownedpatent and
commit the necessary funds to develop the invention, since it
has no protection from competition. This is a major reason
that over 90 percent of all government patents are not used.
Another important reason is that the government obt.atns
patents on!technology which, in the opinion of the private
sector, uoys not provide an attractive business opportunity •

. Several years ago, the Federal Council for Science and'
Technology'supported the most thorough study ever conducted
on the iss¥e of government patents, commonly referred to as
the Harbridge House Report. The following findings were
included in the report:,
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Proposal V
Page 2

..,

"Government owner shtp of patents'
with an offer of free public use does
not alone result in commercialization
of research results.

"A low, overall commercial utili
zation rate of government-generated
inventions has been achieved; that rate
doubled, however, when contractors with
commercial background positions were
allowed to keep exclusive commercial
rights to the inventions.

"'Windfall profits' do not result
from contractors retaining title to such

.inventions .

."Little or no anti-competitive
effect resulted from contractor ownership
of inventions because contractors' normally
licensed such technology, and where they
did not, alternative technologies were
available."

The idea that what the government pays for belongs to the
people is not only appealing, it is true. The question is:
What instrumentalities can be brought to bear to maximize
the possiblities that the people will indeed have available ~

the fruits of their government's expenditures? Nonexclusive
licenses to undeveloped inventions, offered by the govern-
ment or anyone, have few takers, whereas patent ownership or
exclusive licenses of sufficient duration are much more.
likely to attract the money and talent needed to make and
market real products to meet consumer needs.

If the results of federally sponsored R&D do not reach the
consumer in the form of tangible benefits, the government
has not completed its job and has not been a good steward of
the taxpayers' money. The right to exclude others conferred
by a pate~t, or an exclusive license under a patent, may be
the only incentive great enough to induce the investment
needed for development and marketing of products. Such
commercial utilization of the results of government-sponsored
research ~ould insure that the public would receive its
benefits in the way of products and services, more jobs; more
income, etc. The cost of government funding will be recovered
from the taxes paid by the workers and their companies.
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Proposal V
Page 3

•

* 111 Lafayette Street, Hartford, Connecticut 06106.
See Appendix F.

Considerable sums of money are involved in government patent
ownership, the patent bUdgets of the various government
agencies including funding for patent a~torneys, supporting
staff! and equipment being in the millions of dollars.

Our information indicates that the United States government
nas b'een filing in excess of 3,000 United States patent
applications per year, wh.ich amounts to approximately 3
percent of the total workload in the United States Patent

At the present time, the government has a portfolio of 25,000
to 30.000 unexpired patents. These include patents arising
as a result of research and development work in government
laboratories by government employees, and also from work done
by non-government employees wherein the government retained'
title because it funded the work. In fiscal 1976,.2,646
patents issued ~o the government, of which 1,824 were for
inventions by government employees.

Therefo,re ,1lli1, the' members of this subcommittee recomm,end
transferringthe patent rights on the results of government
sponsored research to the private .sector for commercializa
tion. In the case of university or private contractor work
sponsored by the government, the members.of this subcommittee
recommend that title to the patents should go to the university
or private contractor, but some members feel the government
should have "march-in-rights" (Le., when the invention is
not being used and it appears that there is a public :need to
use the invention, the government would have the right to
transfer patent rights to those in the private sector willing
to use the invention). With respect to inventions made by
government employees at government .expens e , the SUbcommittee
members are divided about equally between those who feel
that the government employee should have title to the invention,
and those who feel taat such inventions should be transferred
to an independent, non-governmental organization, perhaps
modeled after the Connecticut Product Development Corporation*,
or auctioned to the private sector or transferred to the private
sector! in some other manner. In all cases, the government
would retain a nonexclusive license to use and have made for
its use inventions founded in whole or in part by governmental
e xpense .
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Proposal V
Page 4

and Trademark affice~ A decision not to file patent appli
cations on behalf of the governm~nt would result in"the PTa
having available 3 percent of its total capability that
could be directed to reducing the backlog in the PTa and
handling special problems that have been created by the new
reissue program and the anticipated reexamination procedures.
In addition, this decision would save the time of government
patent attorneys who normally prepare and prosecute the
patent applications and the cos~ of having patent applica
tions prepared by attorneys in private practice~ Time and
money thus .saved could be utilized to provide needed services
in other areas of the government. '

According to this subcommittee's proposals, the decision to
file a patent application would be made by the university or
contractor; in the case of inventions made by government
employees at government expense," the decision to file would
be made by the employee, if he were to retain title, or by
the independent "non-governmental organization (suggested
above), which would obtain title to the patent.

The subcommittee recognizes the argument that the government
applies for patents to preserve its right to institute an
interference with patent applications from the private sector.
However, such interferences are a very rare occurrence under
present practices. Furthermore, establishment of prior
invention by the government would generally constitute a
defense in an infringement suit on the basis of prior inven
tion. Prior invention may not be an adequate defense in
instances where the government has not reduced the invention
to practice, or has, i'or good reasons, kept the invention
secret; specia~ legislation may be required to provide
adequate protection to permit royalty-free government use
in such insta~ces.

12/18/78

"

.:

"'

p::ULti~.A_ ;«SA) ~ ,.*]1 __ ;. $ ·;.·.•J_,.,4A.¥.·.....,-'_Q::;UiJZt.:'..l:tk.Qz.i4I£iEb <Z( ....<#f&?n't¥...= ...*l!m~,;<--.:.!!:...:::t.:::'±H~t\i.i.~"'!'i. ..d-:..-:.k~_&!'_.f:-;.!'"'±;;;,:_~!:e., ._h0_~5¥i.~t. :: ~. :"~.:::~.:.--




