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Honorable Jal11eS T. Lynn 
Director 

SEi' 1 a 1.WS 

office of Ma~agement and Budget 
Washington, D.C. 20503 

Dear l!r1r.- Lynn~ 

PATENT BRANCH, OGC 
DHEW 

SEP 221976 

This is in response to your request for the Vie'l11S of the 
Department of Justice on the Commerce Department-Office of 
Science and Technology Policy draft bill "to establish a uni-
form Federal policy for intellectual property arising from . 
Federally-sponsored research and development; to protect and 
encourage utilization of such technology a..'1.d to further the 
public interes~ of the .United States domestically and al:::t.l!Ciad; 
and for other rielated purposes." 

! 

The draft bill purports to propose a uniform policy for 
tIle allocation of rights in inventions resul-cing from Feder
ally-funded research and development, the protection of these 
rights through domestic a.nd foreign patenting, and -che li
censing and com:.nercialization of the patented a,..d .related 
technology. 

Ti-tle I of the proposed. legislation presents findings and 
a declaration of purpose. 

'1'i-cle II concerns func·tions of the Office of Science and 
Technology Policy. 

Title III establishes a. uniform policy \1itll respect to 
property rights in inventions resulting from research and de
velopment funded in whole or in part by the Federal ~~ver~~entf 
as between the Government and its R&D contractorsa..'1d as bet,qeen 
the Government a..'1d i-ts e..'1lployee-inventors. 

Ti-tle IV covers the authorizations of the Executive ag,~n
cies with respect to obtaining paten-t protection and t..l-)e granting 
of patent: licenses of Go'Ternment-o-w-iled inventions f clarifying the 
au-chority of Executive agencies regarding exclusive licenses. 

In g-enera.l, -the bill provides thaJe- at time of contractin9, 
"ti tIe to inven-tions under -t.he contract shall go to the' contractor ~ 
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subject to cert.ain conditions, including H I11.arch-in" rights in 
the Governm.ent for antitrust and other purposes. The bill fur
ther provides authority for the agencies to grant exclusive or 
partially exclusive licenses in any invention covered by a 
FederallY-Q\;-med pa'cent or patent: application, subject to certain 
conditions, including antitrust. conditions and ~iInarch-in~~ rights. 
The bill also sets out criteria for the determination of rights 
by Government employees, codifying basic policy concepts of 
Executive Order 10096, which presently governs the subject. 

For many years a controversy has existed between advocates 
of the so-called."title" and "license" policies regarding the 
disposition of rights in inventions arising ullder Federal R&D 
fina11cing. Advocates of a "title" policy have oalled for the 
Government at the time of contraoting to take title to inventions 
resulting from Government-financed R&D, ,,,ith the results avail
able to the public through non-exclusive licensing or dedication 
of patents. For the last 30 years, this Department has supported 
a "title" policy. Supporters of a "license" policy have argued 
for title in the contractor, ,dth a rOYOllty-free license to t.lle 
GovernIDent for Govern;:aental purposes. With the exception of a 
few agencies It,Iiere the allocation of rights in inventions from 
R&D contraoting has been guided by statute, the disposition of 
such rights has been left to agency policy. 

When Congress has acted with respect to certain agencies, 
it has shmm a decided "title" policy orientation,while pro
viding for waiver of title by the Government in certain situations 
after evaluation of various factors, such as the field of technol
ogy involved, °che intended use of the inven"i::ion, and the inven
t:ioJ1' s importanoe to public heal-i::h, welfare, and safety.· Congress 
has provided, >~ith respect to a number of specific oircu,"lIstances 
and partioular agencies, that whenever the Govern.'1!ent finances the 
research, it is entitled to any patent arising from such research. 
In a more lirnted nwr~er of particular circmllstances affecting 
certain specific agencies, Congress has provided that the Govern
ment is entitled to a license of its contractors' background 
patents as tvell, to the extent that such patents are needed for 
utilization of the first pa"i::ent. There is, hovlever, no general 
legislation establishing a policy with respect to Governl11ent
funded research activity. 

The disparit:y in policies and practices among agencies 
lacking statutory guidance led to the promulgation of President 
t;ennedy 1 s Statement of Government Patent Policy in 1963, a com
promise attew.pt: to achieve uniformity among all agencies tvithout 
irnposing either a ·'ti·tle>l or glicense!; policy acro.ss "che board. 
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This Presidential Policy Statement. <'as slightly revised in 
1971. The Presidential. Policy Statement, slu':lject to those 
specific st:.atutes affecting ·the policies of some agencies, 
is presently the basic guideline to the contracting agencies 
in the disposi-tion of invention right:s ~vitll respect to R&D 
contractors. 

Nith respect to the draft ;bill, the preference of the 
Department of Justice is against proposing' legislation at:. 
this time. . . 

A major goal of the proposed legislation is the facili
tation of commercialization of inventions resulting from Gov
ernment-financed R&D. This Department is unconvinced that there 
is an objective factual basis for the view that a "title in the 
contractor" policy will achieve cormnercialization of inventions 
more rapidly than a "title in b'1e Govern.-aent" policy. We also 
beli,?vethat there i~ a definite competitive risk to a:titlein. 
the contractor policy. The essence of ··b'1e patent right is the .. 
ability to restrain competition; with respect to inventions 
developed by private parties these restraints are deemed war~ 
ran'ced by b'1.e incentive to innovate which is created by the 
patent syst.em. With respect to Government-developed inventions, 
hOtvever, Society should receive a quid pro quo if private re
straints are to he allowed. This is particularly so because 
the "title in b'1e contractor policy" runs the further risk6f 
entrenching th,e already strong marltet positions of some (',overn
ment contractors. Because we have not been convinced that a 
title in the. contractor policy provides such a Suid pro ClUO, -_ ............. 
this Department ti1rough the years has favored Goverp~nent reten
tion of title. 

However, .it has become apparent that various contracting 
agencies in their e:;"'Perience believe that. a u\'liform '. ti tle . in 
b'le contractor" approach at time of contracting, aIid the 
granting of exclusive licensing rights to contractors under 
Government-owned paten·l:.s, "I'iOula accelerate utilization of in
ventions, and that strong Government regulatory provisions 
("march-in" rights), if enforced, could protect-the public 
interest in conlpeti tion. 

We have "\';"orked closely with tIle Committee on Government 
I'a'cent Policy which draft.ed this bill, and vie believe the Com
mittee did a conscientious job of attempting to draft meaning
£u1 Government regula'coryprovisions to prevent ant:icoro.petitive 
situatiolls from developing under the "title in t.1-:te contractorn 
approach. We do have grave reservations, however, a'c· t.he effica
cy' .of any-- Government· regulatory mechanism such as the Hmarch-ina 
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rights provided in the bill to prevent anticompetitive situa
tions from developing. In practice, will such rights be exer
cised, and is the bill best-structured to encourage theirexer
cise, remain disturbing questions. 

P~cognizingthe significant importance of accelerated uti
lization of new technology, while we would prefer continued 
operation under the President's Statement of Government Patent 
Policy and existing statutes to see if ultimately empirical 
evidence develops from the present flexible policy mixture 
which would clearly suggest the superiority 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 
in its aim to facilitate invention utilization, and did not 
object to submission of the draft bill to the Office of Science 

_ and Technology policy._ 
. .1 .. __ ... . .. _... . .. _\ 

Nevertheless, the proposed legislation raises complex economic 
issues that involve evaluating technological growth in relation to 
the many existing incentives now provided by the United States Gov
ernment. In this respect, the recently enacted provisions appli
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. Horeover, the Board for 
Intellectual Property that would be created under this legislation 
would itself create certain legal and organizational peculiarities 
involving the authority of this Board over the practices 6f . 
various Government agencies, and ~~e independent action possible 
by these diverse agencies. Ambi'guities surrounding such matters 
as the decision appeals procedure may raise complicated diffi
culties. The issue of whether a license policy would in fact 
lower government procurement costs, and if so, how much, is still 
unresolved. These are illustrative of matters largely over fu,d 
beyond the expertise so far brought to bear in the drafting of 
the bill, an expertise largely concentrated in the area of 
contracting and patent policy. 

Thus, although we abstained from voting against this legis
lative proposal in the C01l'Jnittee on Government Patent Policy, we 
believe these policy issues should be explored in detail by the 
Office of Management and Budget, before the Adminisrration takes 

. a firm position that would preclude the agencies from exploring 
them before Congress, in testimony and correspondence. 

If the short deadline indicated for transmittal to Congress 
prevents such study and decision is made to submit the proposed 
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bill for Congressional consideration, we request authority to 
comment on this legislation critically, and to explore fully the 
various econolI'icand other policy issues before the Congress when, 
and if, we are requested to do so. 

In conclusion, for the reasons as indicated, the DepartwBnt 
of Justice recommends that this proposed legislation not be 
.submitted to Congress until there has been a careful evaluation 
of all of the implications and policy issues involved in this ';', 
complex piece of legislation. Until this evaluation has been 
completed, we cannot support this proposed legislation. 
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Sincerely, 

(Signed) Michael M. Uhlmann 

Michael~l. Uhlmann 
A.ssistant Attorney General 
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