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PROPOSALS WITH MAJOR Il~PACT ON INNOVATION 

This ;)ection contains those proposals which the subcommittee 
feels would have a major impact onstllllulating innovation. 
All members of the subcommittee urge prompt implementation 
of the substance of these proposals. 
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PROPOSAL V 

Transfer Commercial Rights to Government-Supported 
Research to Private Sector 

~!1e ::nited States patent system is designed to stimulate 
the prosress 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 ~ecessary to go through the expensive, 
time_consuming procedure of obtaining a patent tq fulfill 
theruncj;ionof disclosing; int;ormation to the public. 
This can be accomplished by a Simple publication~ .On the 
otherhapd, the patent grant has .played an important. part 
in commercializing inventions, making new products avail-
able to the .public .. The Federal Government does. not. nqrmally 
participate in j;his function •. 

The theory of the patenj;·grant is to give the 
assignee the exclusive rights to his invention for ip~riod 
of time so that 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 commercial use, it has no need to own patents. On the 
other~and, the government is a substantial. uscir of products 
and services and in that context needs, or at leapt. can 
benefit from, 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 ar~ in a position 
to utilize the patent grant are ordinarily unwilling to take a 
nonexclusive license under.a government-owned patent 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 g\lvernment obtains 
patents on technology which, in the opinion of the private 
sector, does nQt provide an attractive business opportunity. 

Several years ago, the Federal Council for Science and 
Technology supported the most thorough study ever conducted 
on tpe.issue o.fgovernment patents, commonly referred to as 
the~~~ridgeHouse,RElPort. The' following findings were 
included in the report: 
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"Gov~rnment ownership of patent; 
with an offer of free public use does 
not alone result in conunercialization 
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 contrac~ors 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 ~ave 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 d6 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' ~6ney. The right to exclude others conferred 
by a patent, 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 would 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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Therefore, all the ·members of this subcommittee recommend 
transferring the patent rights on the results of government
sponsored research Xo 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 
sf,ould have "march-in-rights" (i.e., when the· invention is 
not being used and it appears that there is a public need to 
use the invention_ the goverhment 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 
governme:1t employees at government expense, 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 that such inventions should be transferred 
to an independent, non-governmental organization, perhaps 
modeled after the Connecticut Product D~velopment 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 
expense. 

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 to the government, of wNich 1,824 were for 
inventions by government employees. 

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 
has been filing in excess of 3,000 United States patent 
applications per year, which amounts to approximately 3 
percent of the·total workload in the United States Patent 

I 111 Lafayette Street, Hartford, Connecticut 06106. 
See Appendix F. 
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and· Trademark Office. A decision not to file patent appli
cations on behalf of the government would result in the PTa 
having available 3 percent of its total capability that 
.could be directed to reducing the backlog inthefTO and 
handling special .preble!!):;;. that have been cr'eated py the new 
reissue program .and the anticipated reexamination procedures. 
In addition, tl"lis decisiop would save the time of government 
patel'it attorneyswl"lo normally preparcand pl:'oeecutethe 
patent applications and the cost of havingpatentapplica
tions prepared by attorneys in private practice..Time and 
money thus saved could be utilized to provigene.eded 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 madeby'government 
employees at government expense, the decision ·to ·filewould 
be made by the employee, if he were to retaintitle,orby 
the independent non-governmental organiz/ition (sugges.ted . 
above), which would obtain title to the patent, . 

. ,--" '-, 

The subcommittee·;;'ecognizes the argument that the government 
applies for patents to preserve its right to instit~te 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 constit1.lte 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, for good reasons, kept the invention 
secret; special legislation may be required to provide 
adequate protection to permit royalty-free government use 
in such instances. 
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