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Mr. Chalrman, members of the Subcommlttee, I am. James Denny, A851stant

Gemeral Counsel for Patents of the Department of Energy (DOE) I have
held that same pos1t10n for the Energy Research and Development Admlnlstratlon .
‘(ERDA)'and the Atomlc Energy Commission (AEC). Presently, I chalr-the

Subcommittee.on intellectuai Property ot the Federei Coordinating Cooocii

for Sc1ence, Englneerlng, and Technology. As I have been deeply.involveﬁ_‘

in the issue of Government patent policy for over 15 years, I 31ncerely

apprec1ate the opportunlty to appear before thls Subcommittee and comment

on this issue. For the purpose of these remarks, the term Government

petent policy shall be llmlt&d to the issue of the allocatlon of rights -~

to inventions between the Government and its contractors,

Tﬁis issoe wes.not.a-problem prior'to World War Ii primariiy becaose
most of ‘the Government's research, develOpment and demonstration (R, D&D) :
efforts were performed by Government employees 1n.Government 1aborator1es.
Slnce World War II, however, the Government has.steadlly increased its

commitment.in financing this country's R,D&D efforts to the point where

in 1978 the Federal Governmeht's-R,D&D.expenditures were $23.8 billion, -

amouhtiog to approximately 50 percent of the research and deveiopment r
: R N o _ .

~supported in this country.




'The approachrto.resolving this.dssoe.of iocreasing.importahce a

_ varred con51derably dependlng upon the agency involved the mission of

_the R,D&D program, or the type of research belng conducted | The approach

] varied depending upon whether support was dlrected to: basic research '

" with unrver51t1es through a graot program of the Nat10nal Sc1ence Foundatlon,
- basrc.or applied health research by the Natlonal Instrtutes of Health, a
‘military weapon systemS'developed by the_Department of Defense,oor a’

synfuels program by the Department of Interior. -

_asjthe.Comﬁittee_knoos, theldebate:on the Governoeot'patent polrcy
'issue‘has gone on for over 30'years and is one in‘which‘both'the Executive
'Branch.and the Congress have failed. to date to.agree upon-unirorﬁ o01ioy.
.guidaﬁce.' The guldance prOV1ded by Congress has not been con51stent and
has sometlmes applied to a 51ngle agency, sometimes - to an 1ndiv1dua1
'agency program, and sometimes to an R,D&D_program_whlch crossed agency '
1ines.: Also; this poliey guidance has varied'from an inflexible poiicy
.requiring an agency.to aiways take title to inﬁentionsstohpolicies which
provide.substantial flexibility. 'The Executive'Braﬁch haslattempted‘to
established a consistent Government—w1de pollcy approach through Pre51dent1a1
patent policy statements ‘that are appllcable in situatlons not covered
by leglslation, and whlch are flexlble dependlng upon the agency mission t

.and:the intended end-use of the technology being supported.

As I am sure you are aware, the Admiﬁistration'is'presently‘reviewing

its own position on the issue of Government patent'policy. This review




will not be completed until later this year, and I cannot, therefore,

. bring to you an Administratlon p051t10n. What I can do is provide the

Subcommittee with 1nformation regarding the patent policy of DOE. and our
experience under it. In addition, I would like to comment on the most‘
"critical patent policy issues based on my exPerience as patent counsel
-for DOE/ERDA/AEC and from. the varlous positions I have held in the :.

patent policy area w1th the Federal Government.

One of thermost detailed and recent.expre351ons of Conéressional

- patent pollcy was that developed for ERDA in December of 1974 by a
”Congre551onal/Executive Branch task group. That policy, now applicable

'_ to DOE, normally requires the Government to take title to inventions

made under R,D&D contracts, but also prov1des the flex1b111ty to enable
DOE to waive these patent rlghts, subject to certain limitations and
condltlons.: This policy, found in Section 9 of the Federal Nonnuclear

_ Energy Research and Development Act of i974 (PUblic Baw 93—577),'covers
oDQE's'R,D&D cqntracts in the nonnuclear area and_is.more.fuiiy described
in Attachment 1 to my.Statement-which.I.would'iike entered into the
record;. |

3 .‘bOE's nuclear.patent policy is-controlled by Section 152.of”the._.
. Atomic‘Energy'Act.of 1954; as amended. .This‘policv eimilarly requirea
_tbe Government to normally take title to inventions and provides the |
.authority to waive this right. The primary difference between the |

_nuclear and nonnnclear patent’ policies is that Section 9 of the Nonnuclear




Act provides'suhstantially mote detailed éuidance'and:eriteria for thet
-eppiicetion of the'weiuer policy then doee Section;152 of the.Atomic- E
Energy Act, .The two,.however, are not inconsietent and have.been harmonized:
4in DOE's Procurement Regulatlons of 41 CFR Part 9- 9 _These teguletions:

. (Attachment 2) are also submltted for the record..

"dCongrESs requested ERDA in Section 9(n)uof the_NonnucleardAct to
'teﬁort.to therPresident and Congresé On.the applicability of its exdsting
.patent p011c1es along with any recommendatlons on mandatory patent
11cen81ng‘wh1ch Were believed de51rab1e. Such a report, entitled "The'
Patent'Policiee Affecting ERDA Energ& Programs, (ERDA—?G 16) dated |
January_1976,_nasusubmitted to.Congress and the_Pre51dent. -Thls repott,_'
which provided.the information.then aneilahle, indicated that it was -
'preliminery in nature'in.view of the fact thet insufficient'expetience -
had been obteined under the new patent polioies and insufficient information
and date were.known regarding nandatorﬁ patent licensing.’ The.final
'reoortVunder Seotion Q(n) is in the_process of being urepared, so it is
somewhat ptematuredto provide you with ﬁQE;s full conclusions regatding '
these issues; The'report nill indicete, houever;:that the nucleat'end
nonnuclear patent pollcies appllcable to DOE are technlcally suff1c1ent
and approprlately flexlble to allow DOE to support the w1de variety of
‘R,D&D actiV1t1es that 1t must undertake ‘in literally every'fleld of
: technology, and with a wide variety of private, industrial and univer51ty
entities. On. the other hand, the repprt'will indicate that the DOE
policies are_not without problems and substantial edminlstrative work;

load.




As I said before, DOE‘s nuclear and nonnuclear patent policies
provide the flexiblllty to grant waivers of the Government s rights in
Anventions made under our R D&D contracta, and we have made use of that ,t
: flex1b11ity. DOE has utilized its ablllty to. grant both "advance
waivers at the time of contractlng, which cover all or part of the- »

... inventions to be made under a contract, and_"identified" waiuers:to -
individuai inventions on a_case4by—caae basie.' We have grantedinaiuers
to the 1argest corporatlons in America, and to firms whlch employ six
people. We have granted waivers to all 1nvent10ns to be made under a .
contract, and only to inventions which fall within a.particular fieldnof .
technology. We have granted walvers covering both domestic and forelgn :
h rlghts to inventions and walvers.only to iorelgn rlghts.. Ve have granted'
_ wa1ver5 to 1nd1v;dua11y 1dent1f1ed 1nventlons as well as to all inventions
of a class of contractors undertaking a particular type of work. Our ”
rwaivers have been limited in fields of technology;.fields of use, ano
period of-duration. We-have also denied waivers where it was helieved
_inot to be in the publlc.lnterest to grant.them and have dlscouraged
- waiver petltlons durlng contract negotlattons where they would obv1ously.

not be granted.

" 'Typical situations where DOE will grant a waiver at the time of

'contracting are where DOE is:

L — _coat—sharinglthe R,D&D effort with the contractor;

- buying into a contractor's presently ongoing private _
R D&D effort;




S 'allowing the private use of DOE facilitles at’ full R
cost reimbursement,

- ~=  in need of a particular contractor necessary for our -
~ .program which will not contract without a waiver; and

-~ contracting with small businesses.

For 1dent1f1ed waivers of 1nd1vidua] 1nventlons; the prlmary crlteria
are Whether or not the 1nventlon 1nvolved in the waiver appears to need |
addltlonal R,D&D efforts in order to commerciallze 1t, whether DOE or -

_other Government agencies plan to‘provide additional fuoding, and, in

the case of a.uoiversitf; whether it ﬁas an_approwed patent programr "In
ail waiver decisions; we COnsider the competitive impact of the rights'
retained by the contractor and these acquired by the Government, and,
”where_believed to be in the public interest,.DOE has acquired some

rights to a contractor's privately deﬁeloped background teChnoiogy;

‘Statistics regarding DOE's waiwer experience_can be in large measure
misleadiﬁg when wiewed without an understanding‘of'our flexitle admioistrative'.
procedures. Our approach to waivers is to negotlate then. as early in
the contractlng process as possible, to encourage 1nforma1 1nqu1ry
: regardlng the poss1b111t1es of obtalnlng.a waiver, to dlscourage what -
would appear to Be frivolous requests for walvers, and.to encourage the
withdrawal or modificatlon of waiver reqnests where approprlate. Accordlngly,
formal and informal waiver requests are frequently mod1f1ed during the -

i negotiation process, and defy analysis as to whea they were received and

acted upon and whethex they were denied in part or granted in part._ In

addition, many waiver situations will show substantial delays prior to a
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final decisien; some of which are the fault of DOE and some of which'are _

the fault of the requester,_

The three most relevant pieces of information I would. like to give

you regarding the current administration of our legislative waiver

e

policy arer

. ,——-——-—.__..___,....»—-—-.\\ . . 3 . .

(1) we have granted advance waivers to approximately 3 percent
of the prime contracts and major subcontracts to whlch
they could have been made appllcable,.

- (2) we have granted identified waivers'to approximately 1

: - percent of the individual inventions which are reported
under contracts and subconlractS' and

(3) the whole waiver process is a substantlal administrative

work load for both DOE amd its prospectlve and actual
contractors.

Witﬁ the above ﬁarning.en the esefulneseﬂof additienal etarietics,
. the following statlstlcal 1nformat10n is prov1ded. Slnce the beglnnlng
.of ERDA in January of 1975, through the month of September 1979, ERDA/DOE_'
- has granted adv;nee wvaivers to 222 out of the approxlmately 8,300 prlme
eoetraete'aﬁd majer subccntracts.ro which_waivers'eOUId‘have been ﬁaﬁev
';'applicable. Dﬁring that'same.time, EBDA/DOE has cbtained'apprexiﬁateiy
6,500 invention disclosures.under:ite R,D&D coﬁrraets and szcontracts.'.

A

and hds granted 87 identified waivers on_these'ihventions,

Currently, we receive approximately 100 formal requests, or petltions,
annually for advance waivers on some 2 400 prime contracts and major

_ subcontracts. Our current backlog of'pending'advance waiver reqqests is
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;66. Those“adpance waiver requests.toat are ooldiné-up”contract actioﬁs.
of necessity; obtain priorltj treatment and are- the Dnes to whlch we -
lgive.oor major attention. We attempt to oegotiate and determine these
waiver requests during the negotiatlon of otherlcontract matters.so as
not to delay the contractlng effort. The other advance waiver.requests,
'however, have been delayed as much as 10. to 18 months before formal DOE

' actlon has been taken.‘ I believe ﬁe are 1dprov1ng,.however, aod oar |

' backlog has recently been substantlally reduced

'_Waiver'requests for ideﬁtified_inventibns ﬁade onder a.contract:{
f;also are relegated to a 1owerdlevel of priority.because they-do”not."
.delaj the R,ﬁ&D,contraoting effort.' As a result,:actioas'oo.these
ﬁaivers.have frequentl& taken'betseea 10 and 20 months,.altﬁoogo more
.recently the aﬁerage pendency has been reduceddto about lZ months.'-Our
present oacklog of identified ﬁaivers.is_123.t Although:oot.allIdelaps_:k'
.are caused By DOE, there iSICOncern that in'at.least soﬁe cases‘the
'delays may well affect the commercializat:on efforts on the 1nventions
':1nvolved. At present, the delays caused hy DOE are 51mp1y due to the".

lack of sufficlent personnel to promptly and properly process them.:

In the development and implementation of any approach te the Government

iR

"_patent policy issue, tradeuoffs are necessary. Uniformlty or consistency |
of applicatlon of a 51ng1elpolicy to all Pontractlng situations prov1des
.lfor ease of administering any policy, but eliminates the flexibility to- .
react differently to different situations. If flexibility is introduced
to a policf, the administrative'burden that accoﬁpaaies.decisioo'making_
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‘dalso increases work load and introduces delavs ﬁﬁere.thetcontractor is
Jallowed to retain rights to resultlng 1nventlons, ‘the responsibility,l
,erpense,‘and burden to achieve commerc1al utillzatlon'falls on the -
contractor. Where the Government obtalns title to rnventlons, it accents-
" these respon51b111t1es. For example, the expertence under_the_DOE
nlegislative patent pollcies indicate that they-are.snfficiently fienible.
- to address the various R, D&D mission respon31b111t1es of DOE but that

';the p011c1es are not w1thout problems.

The administration of any policy where the Governnent acquires

't1t1e, SubJECt to a walver involves substantial burdens for'both the

-rGovernment agency and prospectlve contractors w1th respect to petltionlng,

'negotlating, and determlnlng walver requests. 'Thls,-ln turn, can create
delays it the R,D&D contractlng process and may cause delays in the
*commerclallzatlon process because ownersth of the patent rlghts is =

'.'frequently an important issue in both areas.

.Additionaliy; a natent'policy that prov;des foriGovernment ownership‘

E fbf inventions placesdtne onrden upon the Government'tozsee that.the"“
'resulting technology is'ntilized."As atGovernment emnlovee resnonsiblel
‘.for_carrying:out snch oolicies, this is of particnlar_concern.to me and

'r should.be more of a concern to Congress. The.resnonsioility to review e

:the inventions created under Government sponsorship, to assess the'

'importance; Operabllity, feasibllity,‘and commercial potential of these
inventions, to obtain protection of the inventions both domestically and

_in_relevant foreign countries,'to advertise their‘availaoility, to-
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 négotiate §ppr0priate.agréémeﬁts.forfrheir'iiceréing,.to promote.their
:utilizatlon, and to enforce the patents obtained on them agalnst unlicensed
1nfringers, imposes a tremendous and burdensome work 1oad which should

not be léft to the Govérnment unless there'is_aléo providea.sufficienr
':funding énd staffing.ro carry 6ut rhése rééponsiﬁiiiries.‘-Othérwise,
con51derat10n should be glven to allow1ng industry to assume this prlmary
rrrespon31b111ty, with the Government téklng a monltorlng or oversée1ng
role.' This has been one of the major issues that has eluded our Executivé '

. - “Branch—Congressional consensus.

 .A&difi0ﬁa1ly, ponSidératiOnfmust re grven to thé question'of wherher
‘induérry‘will or will ndr.pértiéipaté fully in Governmént3R;D&ﬁ ﬁrograms

. undgr é Goverrmeﬁt'tirié'poiicy._.There.is a frequently étated.positiqn'
thar‘thére are élﬁayé épmpanigé and éorporétions standing‘in'line waitiﬁg 
for-Govérnment'R,D&D_contractipg monies. This, §f éoqrse, is true}__It
éoes.ﬁﬁt_address the iséue, however, of_whether tﬁose corporarions; Ar_'
segménts.éf'cérpqrationé, wifh thé most a&yanced expérrise in rhé fiél&
'of technology'of interest to rﬁe Government agencﬁ, wili écéeptIR D&D'.
_contracts under ‘such a pollcy in areas where the contractor has an B
;advanced hlghly proprietary, comﬁerc1al p051t10n as presently exists in.

many industries, as in the electronics_and fossil fuels industries.

" In view of the DOE mission to assist in the development of commercial
energy altérnatives, we are working in areas that have the highest.
COmmerciél sensitivities. We know that there are corporations, or

divisions of corporations, which will not work with us, or will not even
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'.approaeh tnis'Department in a contracting.situation.oeeause.of.our._f
"patent and technical data policies. Compenies arefooncerned that if.
'they deal with the Government under a title in the Government policy, ~
. thelr privately developed technology; proprletary data, trade secrets.

'and know-how will be compromised.

_ Notwithstanding these problems of administrative Burdens and delays

assoclated w1th DOE leglslative and regulatory patent p011c1es we

o believe that the p011c1es are suff1c1ent1y flexible to enable DOE to '

' accomplish its m1551on.' Concelvably, th1= same type of policy mlght be'
applled with 51mi1ar results to agenc1es havrng equal or smaller R D&D
programs; to programs limited to more bas:c type research efforts, or to
programs concernlng the development of technology soecrfically 1ntended
.tolsolve critlcal publlc problems as in the case of DOE. The appllcatlon

.of such a policy, however, on a Government~w1de ba31s, would, in my

oplnlon, be burdensome to tbe-p01nt of becoming a substantlal barrler.to

.1the Governoent'R,D&D mission.r,The_most recent data.eveilable indicates.
-that.over 40,009'eontraet and.grant actions involving:R;D&D.are aoarded.

by theIFederal Government éach vear,.and tnat under theéé; approgimatelyl
6,000 invention disclosures are.reported on an annual ba51s. The application
'of a title in the Covernment w1th waiver pollcv to this volume of contractingf '

~and inventing activ1ty would not be possible in any realistlc sense.,_

In any- debate on this policy issue, one always hears charges of
windfall profits going to Government cont:actors, concerns expressed

- regarding Government glve—-a-ways, suggestions that valuable technology
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is either‘being subpressed by'industry or utiifaed in_an‘anti—competitive
?sense,.and beliefs.that making inventionsiarailabie_to.eil throngh
fgovernment onnershin'will achieve widespread'commerciai.nse. Covernment:.
.supported studies, howerer; havelfound no.basis in fact'for tnese.charges;':
concerns ‘and beliefsr'.Approxfmately'lOsfears ago,'the Federal Conncii..
for Science and Technology 5upported the most comprehen31ve study ever
“conducted on the issue of Government patent pollcy - commonly referred

“to as;the Harbrldge House Report. This report made the following flndlngséﬁ

- =—  Government ownership with an offer of. free public use
: does not alone result in commerc1allzat10n of research
__resultS' : '

~-— _the commercial utilization rate of Government—-generated
. inventjons was low (approximately 12 percent), but that
- the rate doubled when -contractors with commercial back-
ground positions were allowed to keep exclusive commercial
rlghts to the 1nvent10ns, ‘ :

- "windfall proflts do not result from contractors retalning.
tltle to such 1nvent10n5' and : :

~~  little, if any, anti-competitive effect resulted from
contractor ownership of inventions because contractors

normally licensed such technology, and where they did
not, alternative technologies were available.. '

In our'effort.to conplete the report‘to Congress'on the issne“of_‘

_ mandatory or compulsory 11cen51ng, DOE recently funded an additional

.study with Harbrldge House whlch is presently under analysis. Thls'.
.study shows that there are ‘few, if any, adverse effects resulting from :d
enforcement of excluslve patent rights, and, in fact, indlcates some
:stimulatlon of research occurs when exclucive rights are enforced;.
Accordingly, this data seems to reinforce the original study which found -

no anti—competition effects when exclusive rights were left with the -

.contractors.
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OhenfiﬁeIICOmment in regard toithe:euncept of."march-in" rights i
fthere has been considerable discussion that in the 10 years or more that.
:such rights have been acquired by the Government, they have not been |
‘utilized. The concluslon‘is frequently drawn, therefore,-that such .
righte are ineffective..'i believe that this'ishan er;9neoes conciusién?
" The "march;inﬁ rights were develoﬁed te eddress ieeues oéIWindfail;
'euppressibn;.ané the detrimental.effects:of ekclueive-pateht righte'to:
'competition. In my v1ew, it is because these problems have been prlmarlly
theoretlcal and not actual, that the march—in rlghts‘have not'been
utilized. - The primary benefit to_the concept of fmareh—in" rightstisl'
- that the admihistrative buraen_to everyone cah beglimited to th0Se
eaees; and phly those cases, where en inventioﬁ'is commereial;f iﬁportant

to two or'mqre parties who cannot settle their differences.

As 1 stated previously, the Administration has not yet taken the
. position on the three major legislative patent policy proposals. I
:believe that I can state, however, the effect that these propoSals_would. S

have on the patent policies.end R&D activities of DOEL_

It is believed that S. 414, which is limited to small bﬁéinésgéé'f-
and noﬁprofit'organizations,'woeid have verf-miher impect.oﬁ CUrrent_ﬁOh'ﬁ
.ﬁetent polieies and ﬁrocedures. In its waiver.process DOE preeehtly
‘glves preferred treatment to these organlzations and for the most - part
hwaivers are granted either at the time of contracting or at the time an
invention is reported There are exceptions, and these.exeeptions

‘appear to be provided for in S. 414, The primary difference is thetj"
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‘under DOE's policies, the university is not given preferred treatment .

unless it has a patent policy and technology cfansfer:progfam'that-has -

:been'reviewed'aod approved by DOE, and preferred treetment'is.not given

‘to nonprofit organizations other than universitiee._c.

Both H. R 8596 and S. 1215 would change DOE s patent pollcy from

one of normal "tltle taking" with waiver, to .one of normally acquirlng

for the Government'a free license and ' march—ln rlghts with exceptlons‘

being possible in appropriate circumstances to acquire title. One

" primary effect this would have on DOE is the elimination of substantial

'administrative'workload burdens'that presently delay waiveér decisions.

Also, it would presumably eliminate many problems of contractor participation.

_It'should be stated' however, that there will be negotiation delays and

contractor partlclpatlon problems under any pollcy that 1nc1udes 'march—in"

rights, background patent rlghts, and ques tlons of ownershlp and rlghts ,-"

- to technlcal data. Such a change would aLso place the 1n1tlal burden ofu

. commercialization of-contract results with 1ndustry, 1nstead of plac1ng

that burden on the Government. Finally, I b-lieve that our experience

-and studies have showm that there would be no substantial detrimental

effect on competition under'any_of the propoeed policies. -

In the invitation extended by the Subcommittee, six policy'iSSues_ E

~were included with a reqoest that views be expressed on them. I believe ;e

“that I Bave-addreseed many, but not all, of those issues;.-Addreseing-'

them all would have extended my prepared testimony well beyond the time

permitted T have, however, given my personal comments-regarding these




5issues in Attachment 3. -Also;.I nave nnﬁiattempted'fo.cnmment:bn the'

. various detalls of the three pr0posed legislative pollcies found in H R.
;8596 s. 1215 and S. 414 but have 11m1ted my remarks to studles of and
_-experlences galned under various pol1cy approaches._ I would be happy to
-work with the Subc0mm1ttee or 1ts staff in developlng or ana1y51ng
various patent pollcles from an operatlonal pqlnt of v1ew, partICUlarly.
-fegar&ing its inpact oﬁ'thé miseione and respensibilities'ef-the verinus:
fFederaliagencies..:WOrking out eueh details-was.net intended:fn be'.'

within the scope of this presentation.'

In summary, and in view of this total exnefience, it is my opinion
that any patent policy, whether enacted by Congress or edopted by the
Executive Branch, should concentrate on the fnllowing three problems:

. ==  achieving commercmal utlllzatlon of the results of
Government—sponsored research; :

== dnsuring that the Government can work cooperatively with
- those segments of industry hav1ng the most advanced
-,technology; and . -

~-.  reducing the admlnlstratlve work load to the extent
' consistent with the overall publlc interest.

If ‘I can answer any questidns,‘I will be happy to do so.




'.Attachmeﬁt'l

DOE STATUTORY PATENT POLICY
‘SUMMARY

'DOE patent policy is controlled by two statutes: the Atomlc Energy Act
of 1954, as amended, P.L. 83-703, 68 Stat. 919, 42 U.S.C. 2011 et seq.,
and the Federal Nonnuclear Energy Research and Development Act of 1974,
“(hereinafter Nonnuclear Energy Act) P.L. 93 577, 88 Stat. 1878, 42
U.s.C. 5901 et seq. . -

These two statutes generally require DOE to take title to inventions .
conceived or made under DOE contracts, grants, agreements, understandings
or other arrangements which involve research, development or demonstration
work. However, both these statutes provide the Secretary of Energy
(hereinafter Secretary) with discretionary authority to waive all or any

- part of Government rights to such inventions. For example, Section 152
of the Atomic Erergy Act, 42 U.S.C. 2182, sets forth DOE pollcy in the

' field of nuclear energy by prov1ding y . ‘

Any favention or dlscovery, useful in the production or
ptilization of special nuclear material or atomic energy, -
- made or conceived in the course of or under any contract,
- subcontract, or arrangement entered into with or for the

. S benefit of...[DOE] regardless of whether the. contract,

A - subcontract, or arrangement involved the expenditure of -
funds by...[DOE], shall be vested in, and be the property 7
of,...[DOE], except that...[DOE] may waive its claim to any
such invention or discovery under such circumstances &s...’
{DOE] may deem approprlate, c0n51stent with the policy of
this section. o .

This poliéy 1s similar to, but less detailed than, that found in the
Nonnuclear Energy Act in that it provides broad discretionary powers in
the Secretary to waive Government rlghts to such 1nventions.

. Subsection 9(a) of the Nonnuclear Energy Act, 42 U S.C. Sec. 5908, sets
forth DOE policy in the nonnuclear field by prov1d1ng




Whenever ‘any invention is made or conceived in the course
of or under any...[DOE] contract...other than nuclear
energy research, development, and demonstration pursuant

to the Atom;c Energy Act of 1954...title to such invention
shall vest in the United States...unless .in particular
circumstances the...[Secretary} waives all or any part. of
the rights of the United States to such invention in '
conformlty w1th the prov1sions of this sectlon. '

- Section 9(c) states that the Secretary may waive all or any part of the
" rights to any invention or class of inventions made or to be made under
any contract with DOE if it is determined that the interests of the
‘United States and the general public will best be served by such waiver.
-In making waiver determinatlons, the fo]lowing obJectlves must be
considered'

' ~= making the benefits of the- energy research, development..'
- and demonstration program widely available to the publlc
L in the shortest practlcable time;

e promoting the commercial utilization of snch_inventions;

——'encouraging participation by private persons in‘the _
. -DOE's energy research development, and demonstratlon SR
. program;} and ‘ - i '

— fostering competition and’ preventing undue market concen—
tration or the creation or maintenance of other 51tuatlons '
inconsistent with the antitrust laws.

_The Conference Commlttee on the Nonnuclear Energy Act, H. R Rep. No. 93-
/1563, 93d Cong., 2d Sess., at page 27, recognized that in any single
waivet situation, all four of these objectives might not be obtainable,
i.e., In some situations participation night be more important than
fostering competition, while in others the reverse might be true.
Congress did expect, however, that over the long run all four of these
objectlves must be attained. C ‘ _ -// _ o

Sections 9(d) and 9(3) set forth twelve Speciflc factors whlch the
‘Secretary should consider in making waiver determinations at the time of
contracting. These factors were obtained from experience under the AEC
and NASA legislation and from other Federal agencies under the Presi-
dential Patent Policy Statement. They concern considerations of:. '




—— the willingnessfof a cdntrector to partieipate;
- the contractox's background and’ commercial position'

—E_the contribution that contractor has made or will
’ make to commercialization of contract results;

-— the contribution that the Government has made or o
- will make to commercialization of the contract resultS'

== the effect of the walver on public health, Safety and
' _welfare, and its effect on competition' and

~— the extent to which univer31ties have a technology' .
“transfer capabllity and the small business status of the
contractor. : :

“Section 9(e)-sets forth similar waiver considerations that must be taken
into account in waiving individual inventions identified under DOE
contracts. Accordingly, with both Sections 9(d) and (e), ‘DOE has the
authority to make both advance and identified walvers.

Section 9(h) of the Nonnuclear Energy Act provides for the minimum
rights DOE must retain under each waiver which cannot be waived. These
include a free Government 11cense plus the following so-called "march-
‘ in“_rights. _ o - : _ . _ o P

— the riéht to require the contractor to license others
at reasonable royalties 4if the inventlon is required

. for use by Government regulations, or is necessary to
fulfilil health, safety, or energy needs;: :

— the right to terminate the waiver in whole or in part _
'~ 1f the contractor is not taking effective steps necessary -
. to commercialize the invention, or will not take such steps
‘within a reasonable time; and

T — the right to require licensing at reasonable royalties, or
to terminate the waiver in whole or in part if it is showm
at a public hearlng held four years after the grant of a
waiver that - : -

o the waiver has tended to violate the antitrust laws, or

¢
-

o the contractor has not taken, and ié’not eypected to take,
effective steps to commercialize the 1nvent10n.

s

vyl
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1.  Whether patent reform provisions should apply to all goﬁernment
contractors or to a subset of them (i.e., should reforms be restricted
to small businesses and universities?) :

-, Any approach to patent policy will have advantages and disadvantages
depending upon the selection of the critical issues that are to be
addressed. For example, one policy approach is to have a strictly
uniform patent policy that is applicable to all Government agencies, to
‘all contracting situations, and to all types of contractors, without the
concept of flexibility. Patent p011C1es_that deviate from this approach
become more flexible, but also become more burdensome to administer.- If
uniformity is selected as a major policy criteria, then the type of
. -Government contractor involved may not be congidered a suff1c1ent Justl—
'ficatlon for dlst1ngu1sh1ng pollcy approaches. : '

Exceptlons have frequently been made in 1egislative and regulatory
patent policies for universities and small businesses because of the
‘political acceptability of providing preferred treatment to this type of
~dnstitution., To do so is not considered anti-competitive and assisting
such organizations has long been a part of acceptable federal policy.

- If, however, the ultimate policy goal is to achieve widespread commercial
utilization, and the granting of exclusive rights to contractors is
‘deemed to assist in that objective, then no reason is seen to limit the
. policy approaches of the three 1eglslat1ve propOSals to small businesses
and nonproflt organizatlons. :

2. Whether federal patent reforms should include government_pay—back
' measures7 .

- The issue of whether the Government shlould require a pay-back, or a
recoupment of its R,D&D investments, iz a policy issue of the highest
‘magnitude on which I would prefer not to take a position. I would only:
comment, however, that if such a policy i1s adopted, it should be carefully
drafted in order that its implementation not cost more money than it has
_the capability of collecting. In particular, such a policy should not

be uniformly applicable to all contracting situations, to all contractors,
and to all inventions. For example, distinctions may be appropriate for




- small businesses, universities, and other non-profit institutions. The =
policy should only be applied to situations where discrete packages of
“technology can be identified to which the Government's contribution
versus that of private industry can be reasonably apportioned, and where
the method of cellecting royaltles or revenues can be negotiated 1n a'
businesslike manner., :

'3,  What march~-in rlghts prov151ons would be most effective in preventlng
Coor remedylng potential abuse |of the reforms?

" In my oplnlon; the Government should exercise "march-in" rights or _
require the contractor to license others, only where it is necessary to
do so in the public interest, where the contractor is not adequately
commercializing the invention itself, or where the contractor is misusing
the invention to the detriment of competitive market forces. Where the
contractor is adequately commercializing the invention, and is not
“abusing such right, the contractor should be left with the exclusive
.commercial rights, The "march-in" rights of DOE s statutory patent

‘policy are adequate for this purpose.

" 4. -How should background rights be treated?

The DOE policy is to require a coﬁtractor, if it has background patents
that will dominate the results of|the research effort, to license such -
background patents on reasonable terms and conditions. The requirement
to license is usually limited to the specific field of technology that
. was supported by the DOE contract, and is also limited to situations
where the contractor cannot supply market demands. DOE policy in this
regard would dppear to adequately take care of the public interest, and
in any event, is subject to negotiation because 1t is a hlghly sensitive
and emotlonal 1ssue. ' : : : : -

Because the issue of background rlghts is so sensmtlve, it is frequently
‘an issue that will have a major impact on whether contractors will or .
will not accept a Government contract. As such, the necessity to acquire
such rights for an agency's program must be a highly negotiable and
flexible position. As a result, these decisions should be retained as a
matter of negotiation policy as opposed to a legislative requirement

that cannot be waived or modified It is strongly recommended, therefore,
that no background provisions be included in any legislative proposal on
Government patent policy. ' : : R




5, Should the reforms adopt the exclusivé_licensing or the
title~in-the-inventor approach? ‘ :

It 1s assumed that this question is addressing the issue of —- when the
contractor (or inventor) is allowed to keep exclusive commercial rights,:
".should the contractor or inventor be given title or an exclusive license?

 The approach tazken by all three legislative proposals is to allow the
 contractor to retain fitle unless or until a condition addressed by the
"march-in" rights occurs -- that is, only in situations where the contractor
is either misusing or not using invention r1ghts. : :

- One of the pOSsible purposes of_giving the contractor an exclusive

license is to provide for the automatic termination of the exclusive
‘rights independent of whether the contractor is appropriately using such
rights. If so, it is suggested that the title-in-the-contractor approach
used by the proposed legislation is preferable, and that the "march-in"
rights be the only manner in which the exclusive rights of the contractor
are terminated. To do otherwise would limit the incentives to the .
contractor to commercialize the invention and would substantially increase
the Government's admlnlstratlve burden to follow up and terminate 11cense

. agreements.

6. What rlghts should the 1nd1v1dual 1nventor have (i.e. government
or 1ndustry employee rlghts)? ‘

The provisions found in Chapter 2 of Title ITIT of H,R. 8596 are substantlally'
- didentical to those that were drafted by a committee of agency patent '
counsels, are intended to codify the existing executive order and regulatory
‘policies regarding rights of Government employees, and are not believed '
to be controversial. Accordingly, it is suggested that these prov131ons

‘be adopted in any. statutory patent pelicy. .

The issue of rights to a contractor employee's invention as between the

contractor and its employee should not be addressed in any legislation

~regarding Government patent policy. The issue of legislating the limitations
or control of private industry over agreements they can or may make with

their own employees in regard to invention rights is highly controversial,

~ and extends well beyond the issues of R&D contracting by the Federal

~ Government. It is believed that the issue is quite separate, and is

equally or perhaps more controversial than, the issue of Government
;patent policy, and should be kept separate.




