DEPARTMENT OF STATE '

Co Washmgtun {)C 20520

fHonorable James T. Lynn'
. Director, Office of Management

and Budget

-'-'_'washlngton, D. C. 120503
::Dear Mr. Lynn. |

We have examlned the Federal Intellectual Propertyiﬁe”

Policy Act of 1976 as requested in the OMB memo ofe:

;MAugust 24 1976

_ The Departnent of State fully supports the objectlves N
©- of this bill, especially those of promoting the foreign--:°
_protection of industrial property rights in inventions

resulting' from Government-sponsored research 'and
developmeht and the exploitation of those rights in
foreign markets. = Hopefully this legislation will

remedy the situation of past years when, either o
- because of the lack of agency authority ox insufficient
‘incentives to the contractor, forelgn.petent_protectlon

" has not been obtained and valuable industrial property

rights have fallen into the public domain. The Depart-
ment also supports the mechanisms set up under Title IV -

- whereby Federal agencies can handle patent filing for
‘Government-—owned inventions and technology marketing

" activities themselves or assign those responsibilities
“to the Department of Commerce, We ant101pate that over

the coming years these mechanisms will promote efflclency

~in government and result in 51gnlf1cant beneflts to the
,taxpayer. : . _ . E

_Desolte our over all support for the blll as descrlbed _
“above, we feel it necéssary to bring to your attention -
one possible problem area from a foreign policy v1ewp01nt.

In recent years the less-developed countries (LDCS) ‘have

© "begun to focus on technology as a key factor in the’ process”
o of industrialization. - The oFf1c131 U.5. Government
. -response to'this_newly 1dent1Lled 1nterest is, 1n‘part,




that most 1ndustr1al technology is owned by prlvate firms
- which are the most effective and etf1c1ent vehicles to
‘transfer such technology. -The U.S. has lent its support
to making available Government-owned technology to LDCs = |
- on concessionary terms. The rationale for this policy is -
" based purely on our national interests and has at least -
two aspects: (a) the offering of Government-owned tech-
"_nology and elaborating programs for its transfer may . :
~dissuade the LDCs from other courses of action inimical
“to our interests {for example, a rigid international code
of cenduct for the transfer of technology or a radical
revision of the Paris Convention for the Protection of.
“Industrial Property); and (b) the economic development
“.and resulting political stabilization of the LDCs contri--
bute dlrectly to US natlonal securlty and a peaceful world.

._JeThe Federal Intellectual Property Pollcy Act of 1976'. I
. -appears to conflict with this policy in that, under the o
“Act, it is anticipated that, over time, the gquantity and ~ .
. ‘importance of the technologv available for licensing to IR
'LDC governments by the US either through” outtlght owner-
‘ Shlp or through march—ln will dlmlnlsh :

" The Department of State has attempted £0 brlng the fore-;j;*"'
going foreign policy considerations to the attention of
the Committee on Government Patent Policy in an effort to
~have them reflected in the bill. The Committee, however,

apparently believed that the amendments we proposed would
increase the. uncertainty for contractors in applylng_for_ff
“‘patents abroad since. they would face the prospect of the -
. U.S. Government sublicensing competitors in LDCs. It was
. felt that such a prospect would discourage contractors -
"~ from applying for patents in the firsi place, thus frus-
trating the basic purpose of the bill, As a result of
- these concerns the Committee made only minoxr changes in
.the bill. We understand that these changes are stlll
troubllng to certaln Federal agen01es._ :

- We have reexamlned the bill and we belleve we may be able1
' to offer a compromlse which would be more acceptable to
the other agencies as well as to the Department of State.
7 In the present bill oiur understanding is that the "march-
oo din" rights contained in Section 311 (b) (2} {C) &and in.
" Section 311 (b)(2) (D) (1) apply to foreign as well as U.S.° L
vpatents owned by a contractor, and rurther, we understand* U




' that the Committee intends the term "responsible éppiicant'_“"“

- or applicants” to cover foreign applicants as well as

‘domestic aPPlicants.' It is also understood that the term -
"interested person in Section 311(b)(2)(D) is 1nterpreted
to lnclude other Federal agenc1es ' : .

]-If the forego;ng 1nterpretat10n is eerrect and is clearly
reflected in the legislative history, we believe that our
;”concerns would be met by amending Section 311(b) (2) (D) as-
follows: on page 10, between lines 12 and 13 add the
‘following: " (iii) To facilitate‘the*implementation of

~.United States foreign policy objectives regarding the

'jpronotlon ©f economic development and polltlcal stabllltyn

'-1n developing countrles

HQMaklng this amendment would, we'belieVe, be consistent Wlth e
“theé intent Oof the sectiodn since a’sound and effective 770

. foreign policy is as much in the national interest as

'_health, safety,'welfare, etc. IE thlS proposed amendment jf;f:

Ciis accepted we imagine that the new "march-in" prOVlSlon

"would be used infrequently, and then only after review by’ .
;jthe Board and upon "terms reasonable under the 01rcumstances.

'If the other agen01es flnd our prooosed amendment acceptable,-"'s‘
we would be more than willing 'to see the earlier changes
" "made at our request deleted. These changes are located on .
page58, llne 28 page 16, line 9; and page 25 llne 30

rWe belleve we understand the 1ntent of section 3ll(b)(l)

" but think that, as presently drafteéd, the section: may be
open to misinterpretatlon.' We suggest, therefore, that
. the words "any country" in line 6 be replaced by the words'

. "the United States...” This would make section 311 (b} (1)
consistent with and compllmentary to section 31l(c). As
311(b} (1) is presently drafted, a situation could occur
“where the contractor filed for a forelgn patent but not _
for a US patent. Under this situation neither the contrac-
" tor nor the Federal Agency could obtain title to a Subject
Invention. - This is merely. a drafting suggestion and we

- would defer to judgement of the experts at the Office of

" Management and Budget and on the Committee if it is felt =

L that thlS change is unnecessary..

We note that’ sectlon 31l(a) doss not requlre the contractor

. to designate 1n which countries he will file patent applica-

'~ tions abroad. We believe contractors should be requlred to ;
‘make such designations within a reasonable period, e.g. o
six months, after filing his original U. S patent appllcatlon{‘




b

'Byzso.doing, theeFederal_agenCy (ox the”DeparEment:of

Commerce) would then have time to evaluate the commerciale

- prospects in those countries which the contractor did not
‘designate and to file for patents accordingly before the

expiration of the twelve-month priority periocd. ' A less

.preferable solution would be to leave this type of'deta11T -
jfor 1nclu51on in’ the regulatlons 1ssued under thls blll

.ee'We would also 1lke to call to the attentlon of the Offlce

- of Management and Budget the fact that section 401 (e) is
. expressed in a way which could act as a disincentive to
~contractors w1thout offering any apparent, benefits. As

“presently drafted, Federal agencies are authorized under

" ing. the flllng of patent aPPllcatlonS, but are not requlred}-er'

section 401 (e) to withhold information to av01d prejudic- .

" to'do so. In order to avoid the prosnect of premature

“release of information which might make it impossible- to EETT R
“obtain a patent, we suggesL that the w1thhold1ng ‘of such -

information by agenc1es be made mandatory. This might be

- accomplished by movzng Section 401(e) and renumberlng it fge
- 402 and draftlng it as follows: SR

'“S 402 The Fede;al agenﬁles shall thhhold
publication or release to the public of
information disclosing any invention 'in whlch
the Federal Government owns a rlght title or .~

~interest for a reasonable time in order for a

B patent appllcaelon to be LllEd " o

ffThls would require that the preeent Sectlons 402 403 and  '$
©404 be renumbered. This, like our 1mmed1ately preceding

- “suggestion, is merely an attémpt to improve and screngthen'

the bill and not to change its substance.  If the experts

~-at the Office of Management and Budget or on the Committee-
- disagrees with this suggestlon, we vould certalnly defer

'_ to thelr judgement

TfWe are aware_that time is short for further revision of
~ the Federal Intellectual Property Policy Act of 1976 -
. prior to its presentation to Congress and therefore we
- would like to emphasize that the inclusion of a new
~Section 311 (b} (2)(D)(iii) is the most important concern.




of the Department of State. While we feel it important
to mention the other suggestions contained herein, we

defer to the Office of Management and Budget for any
-_flnal de0151on in these 1ssues._

Slncerely yours, T "“

- Assistant Secretary for L
Congressional Relations




