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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE Or MANAGEMENT AND 8UDGET

September 29, 1981.

TO: Sal~mbrosio
J¢ Cl ark

red Dietrich
Norm Latker
Dennis Prager rY1

M: Bill Maxwell~~rtl/ I

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

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

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

OFFiCE OF THt ADMINISTRATO~

,
M~. James M. F~ey

1
Assis~ant Di~ecto~ fo~

Leg~slative Refe~ence

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

Dea~ ~~. F~ey:

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

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

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

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

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

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

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

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

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

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

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

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

achieve consistency where desirable or correct problems
been identified since its enactment.
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TO Sal AmbroSlO
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Fred Dietrich

Norm Latker (S217)V/

Dennis Prager

Take necessary action 0
Approvo I or 5 ignature 0
Comment 0
Prepare reply 0
Discuss with me 0
For your information ·0
See ,e marks he low 0
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Attached is a copy of views on Uniform
Patent Policy Bill from two elements
in Interior.

Thanks.
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UNITED STATES
DEPARTMENT OF THE INTERIOR

OFFICE OF THE SOLICITOR
WASHINGTON, D,C. 20240

September 21, 1981

SEP 211981

L~GI SLATI~rE COU!TS:Lll
_.-.~~--

From:

Hemol: anat'll

To: i Delmas Escoe, Attorney, Office of Legislative Counsel

1
1 Assistant Solicitor, Branch of Patents, Division of General'
i La\~

Subject: I Q:.m l'll - Proposed "Uniform Science and Technology Research
I ane Development Utilization ActA (97th. Congress, 1st.
I Session)

Since weldid not receive the proposed legislation until very late on
Friday, Sieptember 18, 1981, it \~as impossible for us to prepar.e a line­
by-line 4na1ysis of the proposed bill. Hm-;ever, He were able. to r ev i ew
the substance of the document as a whol.e and reach some general conclu-

j< . ••

sions and reco~~enc1ations.

In gene~!l the proposed legislation will:

a) txtend the provisions of new Chapter 38, U.S.C. 200 (P.L.
96-517) ¢t sea. to all Government contractors, large or small, profit
or nonpr.fit,-whereby the contractors may retain title in and to inven-'
tions an~ patent rights made under Governroe~t contract except in
instance~ where the Government asserts and can justify its retention of
title befBuse of exceptional circumstances such as naticnal security,
neces.sity to continue operati.on of Government facilities \-li.thout i.nter­
ference,jlessening of competition in the marketplace, or violatIon of.
c:ntitrus!: laNs;

'b) ~stabli,sh the Department of Comme r ce as the "lead" agency for
implemen,ting the legislation through the promulgation of uniform regu­
lations,!airectives, procedures, and accumulate, analyze, and dissemi­
nate datp to effectively evaluate the administration and effectiveness
of POliCteS set forth in the Act.

For the ~'ast several years, this Branch has advocated the need for a
uniform! atent policy throughout the Government and, in particular, the
Departme, t of the Interior. A quick glance at the r apaa Le r section of
the proposed legislation, Title TV, shows that we are inundated with
statutor~. mandates whi.ch preclude us from establishing a uniform policy
in d2alirg with our contractors. To make matters even more compli-
cated , :lach Executive agency has established its own patent policy
tailore~ to suit its own philosophic direction with the result that
there h~ve been and will c?ntinue to be i~~ernal sq~abbles.in inter­
~Z~~=~T"~;:~c~-::"l~~ as to ,:,:;·h::.c~ ~g~~,:~rls :r;?":'.!.1.cy s~':",-~l'J :::,!''?~.''e.:!l~
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for support of the proposal are practical as well as philo­
can be summarized thus:

fore, recommend that, if the decision is made as to what posi­
how. actively this Department will participate in advancing its
before Congress, the Department should support the proposed
on in principal. A detailed consideration of various provi­
the proposal can be deferred until such time as hearings are
~mm~n~~ solicited as to specific provisions of the bill when

Our
sophie,

Ne, ther
tion and
position
legislat
sions in
held or
introduce

1 •.

2.

ultimate benefit to the public frOm Government-funded research
and development programs by utilization of newly .evolved pro­
prietary data7

stimulation of private industry to bring new proprietary data
to the marketplace with some assurance of cost recovery at
least;

3. lessening of tension between the Government and private indus­
trY7

4.

5.

6.

We could
permit
legislat

If you
Branch.

reduction of protracted negotiations in the award of R&D con­
tractsl

enable us to concentrate our efforts to exploit "in house"
inventions to the best interest of the public and Government
efforts7 and

assure that the most qualified contractors, big or small, will
participate in Government R&D programs.

enumerate a slew of other considerations, but time does not
detailed discussion of the advantages of the proposed

any questions, please do not hesitate to contact the

,S I

Donald A. Gardiner

Attachmetlt

cc: w. rfield, DGL, w/e
Solicitor, w/e
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United States Department of the Interior
OFFICE OF THE SECRETARY

WASHINGTON, D.C. 20240

- ....7---:-r:: t:3FT.

SEP 22 1981

SEP 231981

LEGISLATIVE cc'e:;sn

As now written each agency would

Director, Office of Acquisition and Property Management

OMB Ill, A Draft Bill Entitled the "Uniform Science and
Technology Research and Development Utilization Act."
(Your Memorandum Dated September 17, 1981)

I
i

Me~orandum

ToJ Legislative Council
I Attention: Mr. Delmas Escoe
I

Frclm:

I
sulject:

I
I
~

Thts Office conc~rs in subject draft bill but suggests that Sec. 305(a)

unrr General Provisions be modified to require the Office of Federal

Prfcurement Policy to develop a standard contract clause (General
I .

Provision) to implement the bill.

I
develop its own contractual provision, thereby potentially frustrating

~
t4 stated purpose of •••• maintain ling] a uniform Federal policyI '
fOr management and use •••"
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