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@hxs is in vesyonge to your reauest for the v1ews GL Lna'
Department of Justice on the Commerce Department-0ffice of ‘
Science and Tebhnalﬂsy Policy draft bill "to establish a uni- =~
forin Federal policy for intellectual ‘property arising frcm o
Federally-sponsored research and developmentv to protect and
‘encourage utilization of such technology and to further the = -

public interest of the United Suatms éomestlca iy and ab¥gad; .
”ana for ot aez wﬁlatﬂa Qarposes. ) o e I L R
i
“The draft bill purports £o prcgose a uniForm golzcy for

the allocation of rights in inventions resulting from Feder- - P
ally-funded research and development, the protection of these
rlghts through domestic and foreign: pauentinr;'and the 1i-

censing and ﬂQWﬂerﬁlallzdtlon of the patented and &elatnd
_teﬁhnology. nol : _ : . _

_ pivle 1 of the propo ed legislation presents fin _ings an
boa aeclaratwan of pur@obe. T .

Pitle IT concerns funﬂtioqs of the Office of Science and |
_ﬂgchrolggy Eo_{_wgy_ ' . e I R '
itle IIT establlsqes a unlform policy with respect to
groeertj rights in inventions resultzng from research and de-
vaelopment ;Lﬂdeﬂ in whole or in part by the Federal Government, -
as between the Government and its RgD conurac;ors and ‘as betWeeﬁ
'-;+he chernment and 1Ls ewp;oyae“lnven tors. :

Tltla Tv covar tna autnarlza"“ons of th° ?YEQuthw agann
'c1es with vespect to aatalnﬂng patent protection and the granting .
of patent licenses of Government-owned 1nvbuulons,,clar1£y1ng the
-auchorltv of Executive agencies regarding exc¢u¢1vb LlCERSES. _

In gene:si, tne fu)

1 fXGVlueS that at time ‘6F contr ctlng,'
title to inventions un Ev

i
ey qe ccnnfaet sh&;l :0 to the contractor,
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ect to certain COﬂdlt*O“a, including “march~in" rights in
Covermnent for antitrust and other purposes., The bill fur—
thex DgQVluas adtnor1+v for the auenhlﬂs to grant axclusive or
-gartlally xclusive licenses in any invention covered by a
cvderally ~ownad patent or patent application, subject to certain
conditions, including antitrust conditions and “march-in" rights.
‘The bill also sets out criteria for the determination of xights-

_ bj Government employéea,'coﬂiﬂji g basic policy concepts of

xacutlvm Or ey 16695, wnlcn orasentlj gove*ns the sumject.

For many years a ccnt:oversy has ngzsbeu b5+ween advoyates
of the so-called.“tltle_ and "license® policies regarding the
-disposition of rights in inventions arising undexr Fedexal R&D
financing. Advocates of a "title" policy have called for the L
- Government at the time of contracting to take title to inventions
resulting from Covernment-financed RED, with the vesults avail-
~able to the public through non-exclusive licensing or dedication
- of pateats. For the last 30 years, this Depariment has supported
a "title” policy.  Supporters of a "1icense” ‘policy have argue&
for title in the contractor, with a rcyalty—free license to the
Government for Governmental purposes.  With the exception of a

- few agengies where the -allocation of rights in inventions from

RH&D contrac:zng ‘has been guided by statute, the disposition of

..SLCR ‘rights has bﬂen left to agency policy.--

When Coqcress has acted with respect to certain agencles, o

it has shown a decided “title”™ 3011"7 orlen+atlon, while pro-

viding for waiver of title by the CGoverament in certain situations ‘
after evaluation of varicus factors, such as the field of technol-
ogy involved, the intended use of the inventicn, and the inven~
tion'g importance to public health, welfare, and safety;.'COngxess
nas provided, with respect to a number of specific circumstances

and particular agencies, that whenever the Government finances the

research, it ils entitled to any patent arising from such reseaxch.
'Tn a more limited nwsber of particular eircumstances affect1ﬂg

ertain speclilc agancies, Ccngress has provided that the Govern—
ment i entitled to a license of its contractors® background

‘patentg as well, to the extent that such patents ave needed for

fhtlll”atlaﬁ of the first patunt. There is, however, no ganeyral
Clegislation establlshlng a pol lcy ﬁlzh feSﬂeyt to Government~~

h%’
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1Lanaad rgsearcn aCLlVl?'

7 e &lﬂparlcg in p011v1es and practices among agencies

_ildcklng statutory guidance led to the promulgd‘ion of President

uvnnedy‘s Etatement of CGovernment Patent Policy in 190J, & com-
““om*se attempf to achleve unx;ormlbj among all agenc1es W1Ehou+_
imposing either a "titie” ox "license’ policy across the board.




 This Presidential Policy Statement was sllghtly revised in
1373, The Presidential Policy Statement, subject to those

specific statutes affecting the policlies of some agenciss,
is presently the basic guideline to the contracting agencies

in the disposition of invention rights with respact to R&D
_conuractors. - ‘ g L S _

ﬁltn raspect to the Araft bxll, the ﬂrefercnce oF tha
bepartment of Jusulce is aaalnSn propos;ng 1%?151&»10P.at_

f tnlS tlﬂe.

A major geal of tna psoposea 1=glslat10ﬁ is the :aclllﬂ'

“tation of compercialigation of inventions resulting from Gov- -
ernment-~financed R&D. - This Department is uncoavinced that tﬁere REREE

is an ovbjective Ffactual basis for the view that a "title in the

‘contractor® policy will achieve commercialization of inventions

more rapidly than a "title in the Government® pclla;. ‘We also
believe that there ig a definite competitive risk to a title in

. the contractor polioy. The essence of the patent xight -is-tha-

ability to restrain compet tition; with respect to 1nvention5 SR
developed by private parties these restraints are deemed war- "
ranted by the incentive to innovate which is created by the
patent aystem. With respect to Government-developed inventions,
howaver, ?0019ty ghould receive a quld pro guo if private re-
straints are to be allowed. Thls 1s partlcalarly 80 beczuse

the "title in the c¢ontractor policy” runs the further xisk of
entrenching the already strong market positions of some fove -

Jment contractors. Because we have not bsen convinced that a
title in the contractor policy provides such a guid pxo guo,

this Department LRIOLGb zhe jﬂa£5 h?s lavorea GD?EI?ﬁEﬂu reten-

rtlon cf title.

_ ﬂawaver, it has become anpar@nt that various cantrac+1nﬁ"- o
agencies in thelr experience believe that a Lnlfarm Teitle in

the contractor® approach at time of contracting, and the

‘granting of exclusive licensing rights to convractorn under
Bovernment-owned patents, would accelerate utilization of in-
~ventiona, and that strong Covernment ragulatory provisions
;}f"marcn—;n“ righis), if an;orce&, coula pre;ac% the puglla
';1nnere3u in competltion. :

We havu ‘worked closel with the Committes oh Government

.';Patent Policy which dxa;ted thiz bill, and we balieve the Com-
mittee did a conscientiocus job of attempiing to draft meaning-

ful Government regulatory provisions to prevent anticompetitive_ '

o situations from develeping under the “title in the contracter®
Capproach.’ We do have grave resevvatlons, however, at the effica-

cy of any Government regulatory mechanism such as the "march-in®




" in its aim to facilitate invention utilization, and did not

rights provided in the bill to prevent anticompetitive situa~
"tions from devuloolng. In practice, will such rights be exer~ - o
cised, and is the bill best structured to eduouraqe their exer—'f 
Clsef remain dlsturblng questlons. - S

. Recognizxng +he 31qnificanb 1mportance of accelerated uti—

~lization of new technology, while we would prefer continued

. operation under the President's Statement of CGovernment Patent

Policy and existing statutes to see if ultimately empirical

evidence develops from the present flexible policy mixturse
which would clearly suggest the supericrity of one or the other

~~"title” or "license" policy--we deferred to the consensus of

- the contracting agencies supporting the policy of the draft bill

- object to submission of the draft bill to tha OfFice of Science
;..and Technology Policy.ﬁa__wrw.‘_. e e I

: Nevertheless, the- B:Oposed 1egislation raises ccmnlex economic.u
issues that involve evaluating technological growth in relation to -
the many existing incentives now provided by the United States Gov-
“exnment. In this respect, the recently enacted provisions appll— o
‘cable to ERDA dealing with Government patent policy have not yet _
been allowed the time to develop and be utilized, in order to evalu-
ate the strengths and weaknesses of this latest Congressional '
attempt to deal with this controversy. Morsover, the Board for
" Intellectual Property that would be created under this legislation
would itself create certain legal and organizational peculiarities
1nvolving the authority of this Board over the practices of
. various Government agen01es, and the independent action poss;ble
by these diverse agencies. Ambiguities surrounding such matters
‘as the decision appeals procedure may ralse complicated'diffi— .
-culties., ' The issue of whether a license policy would in fact -
lower government procurement ¢osts, and if so, how much, is Stlll
- unresolved., These ara illustrative of matters largely over and

_ beyond the expertise so far brought to bear in the drafting of |
. the bill, an expertise largely concentrated in the area of
o contractlng and patent pollcy.- ' S o

: Thus, although we abstained from VOtlng agalnst thzs 1eg13~,' ;
lative proposal in the Committee on Government Patent Polloy, we

believe these policy issues should be explored in detail by the _
Office of Management and Budget, before the Administration takes

. a firm position that would preclude the agencies from explorlng .
them before Congress, 1n testlnony and correspondence. L

- If the short deadline 1ndicated for transmlttal to Congress'
‘prevents such‘stuﬂy and decision is made to submlt the proposed




bill for Congressiocnal consideration, we reguest authority to

comment on this legislation critically, and to explore fully the
various economic and other policy issues before +the Congress whan, S

and 1if, we are requested to ﬁo S0,

In conclusion, fcr'the reasons as 1ndlcat@d the Department

_ of Justice recommends that this proposed legislation not be
_submitted to Congress wntil there has been a careful evaluation
" of all of the implications and policy issues involved in this oo
complex piece of legislation., Until this evaluation has baen

completed, we cannol support this proposed lagislation.
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