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THE NEED FOR A UNIFORM GOVERNMENT
PATENT POLICY: THE D.O.E. EXAMPLE

Edward C. Walterscheid*

INTRODUCTION

During the decade just ended, both Congress! and President Reagan®
sought to establish a government patent policy applicable to all federal
agencies and departments. While a government patent policy was
indeed created, it has not been uniformly applied to ali federal agencies
and departments., This Article begins with a brief introduction that
recounts why there is a government patent policy. Part I focuses on the
historical development of the patent right allocation procedures and
practices of the Department of Energy (“DOE”) and its predecessor
agencies. The DOE example shows why it has been so difficult to estab-
lish a uniform government patent policy. Part II discusses what must be
done to create a uniform government patent policy in the future.

In this century, patentable inventions have arisen mostly through
research and development (“R&D') efforts.? World War 1f wrought a
fundamental change in the way such R&D activities are funded in this
couritry.* Prior to the war, the role of the federal government in funding
such activities was almost negligible. During the war and quickly
thereafter, government funding became more and more extensive, and

* Deputy Laboratory Counsel, University of California Los Alamos National Labora-
tory, Los Alamos, NM 87543, Although the work which resulted in this Article was per-
formed under a contract between the Department of Energy and the University of Califor-
nia, the views expressed herein are uniquely those of the author and do not necessarily
represent those of either the Department or the University.

1. See infra notes 113, 155 and accompanying text.

2. See infra notes 135, 183 and accompanying text. President Reagan was not the first
president 1o seek 10 establish a governmental patent policy. In 1963, President Kennedy
issued the first presidential memorandum on govemnment patent policy. See infra note 62
and accompanying text. In 1971, President Nixon issued a statement on government patent
policy which was in essence a revision of the 1963 statement issued by President Kennedy.
See infra note 67 and accompanying text.

3. In the 19th century almost all patents were for inventions arising out of the work of
artisans and craftsmen. There was very little organized R&D of the type that has character-
ized the latier half of the 20th centwry. See, e.g., D. MOWERY & N. ROSENBERG, TECH-
NOLOGY AND THE PURSUIT OF ECONOMIC GROWTH ch. 2 (1989).

4. The increased role of the federal government in funding R&D during and immedi-
ately after World War IJ is generally discussed in, e.g., D. PRICE, GOVERNMENT AND
SCIENCE: THEIR DYNAMIC RELATION IN AMERICAN DEMOCRACY (1953); V. BUSH,
SCIENCE: THE ENDLESS FROMTIER (1945); 2 R. HEWLETT & F. DUNCAN, ATOMIC
SHIELD: A HISTORY OF THE UXITED STATES ATOMIC ENERGY COMMISSION (1969,
reprint 1972).
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for more than twenty-five years the government was the primary R&D
funder. In recent years the government has remained a major source of
funding for R&D work.’

The Battelle Memorial Institute estimates that total R&D expenditures
in 1989 in the United States were about $129.2 billion, with the federal
government providing $60.3 billion, or 46.7% of the (otal. Slightly more
than half of this federal dullay was intended to support industry research;
about one-quarter was directed to government-conducted R&D; about
one-fifth was expended through colleges and universities; and the
remainder was sent to nonprofit organizations.®

Appendix I breaks down this enormous governmental expenditure for
R&D, by major department and agency, as contemplated by the execu-
tive branch for the years 1988 through 1990. Appendix Il shows a simi-
lar breakdown with regard to the conduct of basic research.” While the
creation of patentable inventions is usually not the primary aim of
government-funded R&D, the sheer magnitude of this R&D activity
results in a significant number of such inventions. Ascertaining exactly
how many subject inventions® arise out of this federal R&D expenditure
is difficult,” but each year literally thousands of such inventions are

5. The Federal government was the major source of R&D funds from 1953 through
1979, but industry was dominant over the pericd 19801988, with the exception of 1986.
See BATTELLE MEMORIAL INSTITUTE, PROBABLE LEVELS OF R&D EXPENDITURES
IN 1989: FORECAST AND ANALYSIS (1988).

6. Id.

7. Appendices I and Il are from EXECUTIVE OFFICE OF THE PRESIDENT & OFFICE OF
MANAGEMENT AND BUDGET. SPECIAL ANALYSES, BUDGET OF THE UNITED STATES
GOVERNMENT, FISCAL YEAR 1990, Special Analysis J at J-9, J-10 [hereinafter SPECIAL
ANALYSES].

8. “Subject invention™ is a termn of art. As used herein, it is intended lo encompass any
invention first conceived or reduced to practice by a party to a funding agreement with an
executive agency of the federal government. A “funding agreement” in turn means any
contract, grant, or cooperative agreement inade between a federal agency 2nd any person or
entity for the performance of experimental, developmental, or research work funded in
whole or in part by the federal government. For definitions of these terms, see generally 35
11.5.C. § 201 {1988). Note, however, that the term “subject invention” as used in this ari-
cle encompasses inventions made by large for-profit organizations which are parties to a
funding agreement and thus is broader in scope than the definition given at 35 U.S.C. § 201
(1988).

9. There are several reasons for this difficulty. First, during the past decade the govern-
ment has made no concerted effort to compile figures of this type. Second, not all subject
inventions result in invention disclosures to the government, and even fewer result in issued
patents, That is 10 say, many subject inventions are never disclosed as such for a variety of
reasons, including lack of adequate funding to prepare and submit such disclasures, lack of
understanding of what constitutes a subject invention, and even inventor earui or outright
oppasition to the paperwork involved,
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made, 10

Because povernment-funded R&D has resulted in such a large
number of subject inventions, it is important to evaluate the government
policies which contrel the disposition of rights in the inventions. How
are rights, and especially patent rights, in these federally-funded inven-
tions determined and allocated? This, of course, is the questicn ulti-"
mately addressed and decided by a government patent policy, but there
are a number of component issues to be considered. Among these are:

(1) the feasibility of a single, uniform government patent policy
for determining rights in all subject inventions arising from
any government-funded R&D;

(2) the parties who should acquire rights in subject inventions and
the scope of those rights which the govermnment should
acquire, such as title, license, or some intermediate right; and

(3) the method by which the patent policy should be specified; for
example, by statute, by executive order, by a single executive
agency having comprehensive oversight responsibility, or by
individual agencies based on their own perceptions of needed
policies.!!

In light of these issues, this article’s theses are that:'2

(1) a single, uniform government policy for determining rights in
subject inventions is not only feasible but also highly desir-
able;

{2) such a policy should be predicated on a presumption—with
only the most limited exceplions—that the entity performing
the R&D work retains title ownership of resulting subject
inventions, and the government retains a royalty-free license
to use the inventions for governmental purposes; and

10. An average of approximately 7700 invention disclosures were received annually
from government contractors and grantees during the period from 1963 to 1975. FEDERAL
COUNCIL FOR SCIENCE AND TECHNOLOGY, REPORT ON GOVERNMENT PATENT POL-
IcY, (1973-1976), at 408 (1978). See R. NASH & L. RAWICZ, PATENTS AND TECH-
NICAL DATA 69, 70 (1983). The Assistant General Counsel for Patents for the DOE stated
in May 1989 that the DOE alone had received about 1500 invention disclosures in 1988.
Personal communication from Richard Constant, DOE Assistant General Counsel for
Patents (May 1989).

11. See R. NASH & L. RAWICZ, supra note 10, at 72.

12. These theses extend the government patent policy set forth by President Reagan in
Exec. Order No. 12,591, 3 C.F.R. 220 (1987). See infra text accompanying notes 18385,
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(3) this presumption of ownership should be based on statute
rather than on presidential patent policy.

These theses will be developed through an historical review of the
DOE's interpretation of gevernment patent policy as applied to subject
inventions arising out of DOE-funded R&D work, and through an
analysis of the adverse effects the DOE imterpretation has had on the
development of a uniform government patent policy.

A uniform government patent policy has not yet been formulated,
although there have been a number of efforts during this decade to
develop a more uniform policy.!? The role played by the DOE has been a
major factor in the failure to achieve a uniform policy.' No other
agency has more organic legislation than the DOE directed at allocation
of patent rights arising out of R&D work funded by it, and no other
agency has sought so desperately to retain agency control of patent
policy. '3

I. PATENT RIGHTS ARISING OUT OF
DOE-FUNDED RESEARCH

To determine the ownership and scope of patent rights to inventions
arising out of DOE-funded research, one must consult four separate

13. See, e.g.. Pub. L. No. 96-517, 94 Stat. 3015 (1980); Trademark Clarification Act of
1984, Pub. L. No. 98-620, 98 Stat. 3335; Exec. Order No. 12,591, supra note 12.

14.  As set forth in Appendix 1, the DOE spent an estimated five billion dollars on R&D
in 1988. The vast majority of this funding was expended at government-owned,
contractor-operated facilities, inciuding the nine DOE national laboratories. Comparable
but slightly higher amounts are expected to be expcnded in 1989 and in 1990. SPECIAL
ANALYSES, supra note 7.

15. See, e.g.. infra note 153 and accompanying lext.

16. The extant relevant statutory provisions are: (i) Atomic Energy Act of 1954, § 152
(codified as amended at 42 U.S.C. § 2182 (1988)); (ii} Federal Nonnuclear Energy
Research and Development Act of 1974, § 9 (codified as amended at 42 U.S.C. § 5908
(1988)): (iii) Chapter 18 of Title 35 of the United States Code entitled “Patent Rights in
Inventions Made with Federal Assistance,” 35 U.S.C. §§ 200 er seq. (1988); and
(iv) Department of Energy National Security and Military Applications of Nuclear Energy
Authorization Act of 1987, § 3131 (cedified as amended at 42 U.5.C. § 7261a (1938)).

The recently passed National Competitiveness Technology Transfer Act of 1989, Pub.
L. No. 101189, 8§ 3131-33, is arguably a fifth statutory provision that must be addressed.
This Act amends Section 12 of the Stevenson-Wydler Technology Act of 1980 (codified as
amended at 15 U.S.C. § 3710a (1988)), to make it applicable to cooperative research and
development agreements at govemment-owned, contractor-operated laboratories as well as
at governmenl-owned, government-operated laboratories. The Act addresses rights in sub-
ject inventions arising out of such cooperative research and development agreements.
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statutory provisions,'S as well as an executive order,'” and a presidential
patent policy statement, ' One of the difficulties in determining just what
those patent rights are or should be is that later statutes usually did not
repeal or rescind the earlier existing law. The result is a legal back-
ground of overlapping laws enacted respectively in 1954 (amended
1961), 1974 (amended 1980), 1980 (amended 1984), and 1986 (amended
1987). A further difficulty is that the legislative histories of the earlier
enactments are quite different from those of the later enactments. As
will be demonstrated, the interpretation of this legal background has
resulted in substantial disagreement between those seeking to rely on the
legislative intent of the earlier enactments, which favor retention of
patent rights by the government, and those seeking to rely on the legisla-
tive intent of the later enactments, which favor granting of patent rights
t0 contractors.

A. The Early History of the DOE Patent Policy

- The DOE traces the origins of its patent policy back to well before
there was extant legislation regarding patent rights arising out of
federally-funded R&D, and before the DOE’s predecessor agencies
came into existence.!® Writing in 1983, DOE General Counsel Tenney
Johnson set forth the early policy history from the DOE perspective.?°
He noted that in 1940 the National Defense Research Committee
(“"NDRC"”) and the Office of Scientific Research and Development
(“OSRD") used two different contract clauses for the allocation of patent
rights in the nuclear field. The “short-form” clause provided for the
government to have the sole power to determine the disposition of title 1o
subject inventions. The “long-form™ clause gave title to the contractor
subject to a governmental license for military and national defense pur-
poses.2!

17. Exec. Order No. 12,591, supra note 12.

18. Memorandum to the Heads of Executive Departments and Agencies, 19 WEEKLY
Comp. PRES. DOC. 252 (Feb. 18, 1983).

19. The predecessor agencies were the Atomic Energy Commission and the Energy
Research and Development Administration.

20. T. Johnson, Memorandum on Impact of Presidential Memorandum on Government
Patent Policy on the Department of Energy Patent Policy (May 3, 1983) (hereinafter Impact
Memo].

21, According to Johnson:

Prior to the Manhattan Engihecr District the allocation of patent rights in the
nuciear field began with two patent clauses developed and used by the National
Defense Research Committee (NDRC) and the Office of Scientific Research and
Development (OSRD) in 1940. The “short-form” clause provided for the
Govemnment to have the sole power to determine the disposition of title to
inventions made under the contracts. The “long-form™ clause was used in situa-



108 Harvard Journal of Law & Technology [Vol. 3

In the spring of 1942, President Roosevelt authorized that all future
NDRC and OSRD contracts use the “shori-form” clause.?? In principle,
the use of the “short-form” clause meant that the government could grant
title in any subject inventions made under the contract to the contractor
or to anyone else. However, it also meant that the government itself
could retain the whole right, title, and interest in any subject inven-
tions.?? In effect, through the use of the “short-form™ clause, subject
inventions came into existence owned by the government, which could
exercise all the powers given by title to the inventicn.

The policy trend favoring governmental control of rights advanced in
August 1942, when the Manhattan Engineer District (“MED”) was
formed.?* For allocating patent rights in its R&D contracts, the MED

tions where the contractor refused to accept the “short-form™ clause; the “long-
form™ clause allocated to the contractor the title to inventions made under the
contract subject to a governmental ticense for military and defense purposes.
The use of the short and long-form clauses in the atomic energy program
was discussed by Mr. Irvin Stewart, then Deputy Director of OSRD, in a hearing
held during 1946 on the Atomic Energy Act of 1946 before the Special Senate
Committee on Atomic Energy. Mr. Stewart testified before the Committee:

The long-form clause was used primarily in those cases where NDRC or
OSRD was dealing with a contractor who had an established position in the
field of work or a substantial amount of basic information which NDRC or
OSRD wished to have concentrated upon a specific problem concerning the
development of a weapon or an instrument of war. The short-form clause
was used in cases where the Government took the initiative in stimulating
the assembly of a group of men 1o work in a field where such a fund of
information was not available in a single organization. ... In addition, the
short-form clause was regularly used in OSRD medical research contracts
because of the unusua! public interest involved.

Impact Meme, supra note 20, at 4 n.7 (quoting flearings Before the Special Senate Com-
mittee on Atomic Energy, 79th Cong., 2d Sess. 332-33 (1946) [hereinafter /946 Hear-
ingsD.

22. As stated by Johnson:

The rationale for utilizing the “long-form” clause was that these contractors
already had a technical position in the ficld or related field, and the probability
of success in this small-scale program was thought to be madest. However, in
view of the success of the program and of the public interest involved therein,
OSRD and President Roosevelt in the spring of 1942 changed the patent policy
for all future NDRC and OSRD research and development contracts and subcon-
tracts to provide the Government with the right to allocate all patent rights under
these contracts and subcontracts.

Impact Memo, supra note 20, at 4 n.7.

23. See infra note 25.

24. The MED was granted full authority for the war-time development of the atomic
bomb. 1 R. HEWLETT & O. ANDERSON, THE NEW WORLD: A HISTORY OF THE
UNITED STATES ATOMIC ENERGY COMMISSION 82 (1962) [hereinafter THE NEW
WORLD].
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adopted three types of patent clauses, which were essentially variations
of the “short-form” clause used by the OSRD and the NDRC.%

B. The Atomic Energy Act of 1946

The next step in the development of the policy on which the DOE
would ultimately rely came about with the enactment of the Atomic

25. Capt. Robert A, Lavender, the MED patent advisor, testified before Congress in
1946:

Captain Lavender. . .. T will now describe the four patent clauses that were
used in the Manhattan district production and research contracts,

For the research contracts we had the regular short-form patent clause
without any additional limitations. That is, the Government had the right to
derermine the disposition of the whole right, title, and inierest in inventions.

Senator Millikin. Let me ask you at that point whether in your opinion that
is the same as saying the Government shall own the patent without considera-
tion if it shall desire to do so?

Captain Lavender. That is correct, sir. Then a type of contract was used
where they had the short-form patent clause modified, where the contractor, as a
matter of contract right, could retain a nonexclusive license in outfields, and 1
shall define “outfieid” as commercial activities, and “infield” as any mechanical
device, apparatus, or process that is used ... [in tue atomic energy program)
where there was some information given to the conactor as to the research
work that had been done, and i1 was, you might say, particularly applicable to
the atomic energy field.

Then there was the third type of contract with a short-form patent clause, in
which we had the right to determine the disposition of the rights under inven-
tions made in carrying out the work under the contract, but the contractor
retained the sole license under the inventions with the right to grant sublicenses.
‘That contract was used where we went to a contracter in his own field of
development, but there was some engineering or redesign for the particular work
that we were engaged in. In other words, it was a conrract where there was a
slight modification of the standard production but with the chance that in work-
ing with this or assembling the material he may find some invention that did
have some reference to atomic energy which the Government would desire to
control.

Therefore, we said that as far as the commercial rights are concerned, he can
have those rights the same as the ordinary development contract by the Navy
and War Departments, but that the Government still had the right to determine
the disposition of the rights except for the reserved conditions, and it did have
the title to the invention, so that the Government could exercise all the powers
that the title 1o the invention and the patent gives, and have not only the infield
rights in whole, but would have a license under the outfield rights as well. ...

[The fourth type of clause allocated liability for any patent infringement
arising when components were required te be purchased off the shelf.]

1946 Hearings, supra note 21, at 338-39. See also THE NEW WORLD, supra note 24, at
496-97.
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Energy Act of 1946 (“the 1946 Act™).26 However, the 1946 Act was
silent in its terms as to the allocation of patent rights in subject inven-
tions made under Atomic Energy Commission (“AEC") contracts. The
most likely reason for this legislative silence was that there was no per-
ceived neea for a provision to allocate patent rights because the legisla-
tion included a provision to limit patent rights. Namely, Section 11(b) of
the 1946 Act stated that “[n]o patent hereafter granted shall confer any
rights with respect to any invention or discovery to the extent that such
invention or discovery is used in the conduct of research or development
activities"? in the fields in which Section 3 of the 1946 Act authorized
the AEC to conduct R&D. Thus, there was no need to require govern-
ment ownership of any such invention or discovery, because any patent
issuing thereafter would not confer any rights against the government
with respect to the use of such invention or discovery in the types of
R&D activities that the AEC was authorized to conduct. Simply stated,
the use of such inventions by the AEC was declared to be outside the
scope of rights provided by the patent system.®

In 1983 DOE General Counsel Johnson set forth a second reason why
the 1946 Act contained no provision concerning allocation of patent
rights. In his view, “[tlhe Atomic Energy Act of 1946 had no stated
patent provision for contracts, presumably because it was intended that
the patent clauses used by the Manhattan Engineer District would con-
tinue to be used.”? According to Johnson, afier passage of the 1946 Act
the AEC had great latitude regarding the patent provisions it could use in
its contracts, but in practice it continued to use the MED patent clauses
which gave the government control over the allocation of patent rights,
The only distinction from the MED clauses was that the AEC now
identified the clanses respectively as type A, type B, and type C. It can
thus be seen that from its earliest days, the AEC was a “title taking”
rather than a “title granting” agency. That is to say, from its inception
the AEC adopted a policy under which it would retain title to inventions
made or conceived under its R&D contracts, rather than grant title to the
contractor.

Neither the 1946 Act itself nor the background history required the
AEC to adopt this “title-taking” stance. Indeed, in January 1943
President Roosevelt had established a committee to make recommenda-
tions concerning a possible government patent pelicy. That committee

26. Atomic Energy Act of 1946, Pub. L. No. 79-585, 60 Stat. 755.
27. d.§11(D)

28. See THE NEw WORLD, supra note 24, at 497-98.

29. Impact Memo, supra note 20, at 4-5.

30. /d.at 5-6.
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apparently took a different perspective than the AEC in stating that
“since the Government has no need of the right to exclude conferred by a
patent and does not enter into ordinary commercial enterprises in com-
petition with its citizens, full ownership of patents [arising out of
federally-funded R&D) should not ordinarily be asserted by the Govemn-
ment.”3! It further took the view that a single, uniform government
patent policy was neither desirable nor feasible.

In 1947, however, the Attomey General issued a report that was much
more consonant with the AEC approach.?? He pointed out that:

At one extreme the Government could acquire title to all
inventions produced in the course of federally financed
research and development subject to limited exceptions (the
“title” policy). Cn the other hand, as a minimum, the Govern-
ment should acquire at least a nonexclusive, irrevocable,
royalty-free license for governmental purposes to such inven-
tions (the “license™ policy).*

He further strongly recommended that the government adopt 2 uniform
title-taking policy, with only a very limited right of agency heads to
grant waivers of this policy.3

31i. Report of the National Patent Planning Committee on Government-Owned Patents
and Inventions of Govemment Employees and Contractors 11 (Jan. 1945), reprinted in 2
SuBCcOMM. ON DOMESTIC AND INTERNATIONAL SCIENTIFIC PLANNING AND
ANALYSIS OF THE HOUSE COMM. ON SCIENCE AND TECHNOLOGY, BACKGROUND
MATERIALS ON GOVERNMENT PATENT POLICIES--REPORTS OF COMMITTEES, COM-
MISSIONS AND MAJOR STUDIES, 94th Cong., 2d Sess. (1976) [hereinafter BACKGROUND
MATERIALS).

32. 1 U.S. ATT'y GEN., INVESTIGATION OF GOVERNMENT PATENT PRACTICES
AND POLICIES (1947) (hereinafter AG REPORT]. reprinted in BACKGROUND MATERL-
ALS, supra note 31.

33, R.NASH & L. RAWICZ, supra note 10, at 71 (quoting AG REPORT, supra note
32, at 4).

34. The specific recommendations were:

1. As a basic policy, all contracts for research and development work financed
with Federal funds should contain a stipulation providing that the Government
shall be entitled 1o all rights to inventions produced in the performance of the
contracl.

2. If the head of any Government agency ceriifies, with the approval of the
Government Patents Administrator, that an emergency situation exists requir-
ing that an exception be made to the basic policy in a particular case in respect
of prospective inventions 1o which the contractor has made a substantial
independent contribution prior to the award of the contract, such exception
may be made, vpon such terms and conditions as the Administrator may
prescribe or approve. Every such exception should, to the extent possible, be
subject to the following conditions:

(a) The head of the agency concerned should certify, with the approval of the
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If the AEC manifested the epitome of the title-taking approach to
patent policy, the Navy and War Departments and later the Department
of Defense (“DOD™) represented classic examples of agencies adopting
the title-granting approach {called the “license” policy by the Attorney
General). The rationale set forth by the military departments for adopt-
ing a title-granting policy rather than a title-taking policy was straight-
forward: The grant of title was the most effective means of obtaining
R&D work from the most competent contractors.>’

Government Patents Administrator, that he has made a reasonable effort to
enter into a contract for the research or development work in question with
a qualified organization in accordance with the Government’s basic patent
policy, but has been unsuccessful.

(b} The contract as awarded should stipulate that the contractor will be permit-
ted to retain patent rights only to inventions which involve a substantial
independent conltribution by the contractor or his staff antedating the work
called for in the contract, as determined by the head of the agency with the
approval of the Government Patents Administrator, or, in appropriate
cases, by arbitration.

(¢} The contractor should grant the United States a nonexclusive, irrevocable,
royatly-free [sic] license, to make, have made, use and dispose of any
inventions awarded to him under the contract.

(d) The contractor (or his assignee) should agree to place the invention in ade-
quate commercial use within a designated period; and if at the end of such
time the Government determines that such use is not being made, the con-
tractor (or his assignee) should be required to offer nonexclusive licenses
at a reasonable royalty to all applicants.

3. Cooperative research projects shall also be subject to the basic patent policy,
but the head of the agency concerned, with the approval of the Government
Patents Administrator, may make an exception to this policy in a particular
case when a proper showing of the need therefor has been made; provided,
however, that the conditions of section 2 above shall be observed to the extent
feasible.

4. To the extent permitted by law, grants of Federal funds for research or
development work which may result in patentable inventions should be sub-
ject 1o the same patent policy as pertains to research and development con-
tracts.

AG REPORT, supra note 32, at 5.
35. As stated by Graeme C. Bannerman, Deputy Assistant Secretary of Defense (Pro-
curement) for the Department of Defense:

In selecting contractors for research and development work, it is the
expressed policy of the Department of Defense 1o make awards to those organi-
zations which have the highest competence in the specific field of science or
technology involved. This is done because, by seeking the organization which
is most advanced in the field, we avoid repetition of effort and thereby get cur
weapons developed on a guicker and less costly basis. We do not wish to pay
for having the wheel reinvented each time we contract. It should be recognized
that this means that we seek out cur development contractors and subcontractors
because of their specialized skills and backgrounds which were normally
acquired at their own expense for use in their own commercial pursuits. It is
essential 1o the narional defense that these specialized firms and their best back-
ground ideas and prior investment be freely available for weapons development.
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It was against this background that the Atomic Energy Act of 1954
(“the 1954 Act™)’ was enacted, with its Section 152 addressing a patent
policy for the Atomic Energy Commission.

C. Section 152 of the Atomic Energy Act of 1954

Although Section 152 of the 1954 Act did not represent the first
Congressional foray into the field of government patent policy,’’ it was
certainly the first major effort in that regard. Section 152 has been
amended several times; however, the language setting forth rights in
inventions has remained unchanged since a 1961 amendment. That
language is:

It is most important that the committee understand the scope of this argua-
ment, The Department certainly is not advancing an argument that it could not
find private industrial and research organizations to perform research and
development under contracts providing for Govermnment ownership of title to
patents. There are contractors who are in Government business exclusively.
There are others whose business is research for hire with no production for the
commercial market.

Some companies see the potentials of followon [sic] production programs as
a real factor and inducement. Economic necessity may drive others to accept
our contracts. There are many firms which would be glad to have us finance
their entry into new fields in which they have no prior experience on any terms
they can get. It is readily apparent that there are substantial motivaricns,
exclusive of patent fallout, in underiaking research and development work for
the Department.

However, many of the most competent industrial laboratories which have
done the most advanced work in fields of interest to us are not normally for hire
to develop products for others to make commercially. Ouz goal is not the mere
placement of research and development contracts but the placement of those
contracts with firms currently developing the most advasced technology. Tt is
vital, in our considered view, that such firms freely accept DOD contracts and
put their best technical effort and background ideas whaleheartedly in problem
solutions for national defense. The Government has no power to compel this. It
is a matter of mutually agreeable terms which appear to offer advantages to both
parties.

Hearings on Government Patent Policy Before the Subcomm. on Patents, Trademarks and
Copyrights of the Senate Judiciary Comm., 87th Cong., 2d Sess., pt. 1, at 28, 34, 36 (1961).

36. Atomic Energy Act of 1954, Pub. L. No. 83-703, 68 Stat. 919 (codified as amended
at42 U.S.C. § 2182 (1988)).

37. See, e.g., Research and Markening Act of 1946, Pub. L. No. 79-733, 60 Stat. 1082,
requiring Agricultural Department contracts to make “the results of research and investiga-
tion available to the public through dedication, assignment to the Government, or such
other means as the Secretary shall determine™; and National Science Foundatior Act of
1950, Pub. L. No. 81-507, 64 Stat. 154, requiring that NSF contracts have “provisions
governing the disposition of inventions produced thereunder in a manner calculated to pro-
tect the public interest and the equities of the individual or crganization with which the con-
tract or other arrangement is executed.”
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Any invention or discovery, useful in the production or utiliza-
tion 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 benefit of the Com-
mission [now DOE], regardless of whether the contract, sub-
contract, or arrangement invoived the expenditure of funds by
the Commission [now DOE], shaill be vested in, and be the
property of the Commission [now DOE], except that the Com-
mission [now DOE] may waive its claim to any such invention
or discovery under such circumstances as the Commission
[now DOE] may deem appropriate, consistent with the policy
of this section.?®

This provision has been interpreted by the courts as mandating a statu-
tory presumption in favor of the government's retention of patent rights
in inventions made under AEC contracts.?

Section 152 was new in the 1954 Act. As discussed earlier,C the
1946 Act incladed no equivalent provision for allocating patent rights,
but instead included a provision that any patent issuing thereafter would
not confer any rights against the govemment regarding the use of the
patented invention in any authorized R&D activities. Therefore, the
actual ownership of patent rigihts had not been such an important issue.

During the Congressional hearings on the bills that ultimately became
the 1954 Act, the AEC indicated its intent to continue to use in its con-
tracts the type A, B, and C clauses that arose from the Manhattan
Engineer District policy.*! Section 152 of the 1954 Act clearly placed a
statutory presumption of correctness on this policy.*? As one group of

38. 42 U.S.C. § 2182 (1988).

39. See Nuclear Data, Inc. v. AEC, 344 F. Supp. 719 (D. 11l 1972).

40. See supra notes 27, 28 and accompanying text.

41. Thus, for example, AEC General Counsel William Mitchell testified that:

[T]he Commission under the present law [the 1946 Act] has not in a great many
instances granted or made coniractual arrangements which allowed patent rights
as wide as the statute would have permitied. In other words, we have, as you
refer o, our type A, type B, and type C clauses, and those to varying degrees
allow patent rights within the framework of the statute, but the A clause particu-
larly is much more limiting than the present law would permir; and I would
expect the Commission to follow the same practice under the new law.

Hearings on S. 3323 and H. R. 8862 10 Amend the Atomic Energy Act of 1946, Before the
Joint Comm, on Atomic Energy, 83d Cong., 2d Sess.. pt. 2, at 666 (1954).
42, Moreover, Section 159 of the 1954 Act stated:

Nothing in this chapter shall affect the right of the Commission to require that
patents granted on inventions, made or conceived during the course of federally
financed research or operations, be assigned to the United States.
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commentators has put it:

[Tlhe genuine concern was that the Government would not get
what it was entitled to and that contractors would get what
they were not entitled to. But it must be remembered that the
Commission patent policy was plainly known to Congress and
endorsed by them. Thus, the conclusion is inescapable that
the real problem which Congress was concerned with was
how to effectively enforce the sanctioned contracting practices
of the Commission.*?

Section 152 was a late addition to the bills that would become the
1954 Act. It was not included in the April 15, 1954 bills, H.R. 8862 and
S. 3323, on which most of the public hearings were held. A form of Sec-
tion 152 first appeared in a version of the bill proposed by the Joint
Committee on Atomic Energy (“JCAE") cn May 21, 1954, but that ver-
sion did not contain any express procedural presumption concerning title
to inventions or discoveries. The version of Section 152 that was ulti-
mately enacted was introduced on July 23, 1954 as a substitute for the
compulsory licensing provision of the Act, which had come under
strenuous challenge.

It is interesting to note that Section 152 was introduced by Represen-
tative W. Sterling Cole, who was the JCAE chairman and House floor
manager for the proposed legislation, During the debates, Representa-
tive Cole pointed out that the intent of Section 152 was “to make sure
that ideas and inventions which flow from Commission-financed activity
do not give rise to any private patents which might be used contrary to
the best interest of the public.”¥ At the same time, however, he
emphasized that “[i]t would be a serious misinterpretation of the intent
of Section 152 to tumn the strength of its protective langnage against the
stimulus which patents provide for private initiative.”5

The concern expressed by Representative Cole was prescient, for the
AEC, with the full blessing of the JCAE," thereafter treated the
language of Section 152 as mandating government ownership of almost

Atomic Energy Act of 1954, supra note 36, § 159.

43. Hamann & Koris, Section 152 of the Atemic Energy Act of 1954, 42 1. PAT. OFF.
Socry 7062, 705 (1960).

44, Id.

45. 100 CONG. REC. 13,783 (1954).

46, Id.

47. See infra text accompanying notes S5-60.
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all of the inventions made or conceived in R&D work funded by it48
Soon after passage of the 1954 Act, Representative Cole admitted that
the language of Section 152 was overbroad and that the first sentence®®
in particular was unnecessary.’® As events later showed, that language
indeed became a significant detriment to “the stimulus which patents
provide for private initiative.”5!

However, early concerns were of a different nature. Two problems
regarding rights in inventions or discoveries became apparent under Sec-
tion 152 as enacted, The first problem was that the original language of
the 1954 Act made it applicable to any contract, subcontract, arrange-
ment, “or other relationship.” If the 1954 Act was to be read literally, it
seemed that any form of relationship with the AEC, even one not con-
tractual in nature, would create a presumption that any invention arising
out of such relationship would vest in and be the property of the AEC.
Needless to say, this exceedingly broad and indefinite language caused
substantial concern among those in the private sector who had dealings
with the AEC, '

The second problem arose because Section 152, while creating a very
broad presumption of ownership rights in the government, also granted
the AEC the right to waive ownership rights under such circumstances as
the AEC might deem appropriate. The power to waive litle was a unique
concept in the patent policy area,”? and it was perhaps inevitable that
Congress would eventually become concerned about this broad grant of
watver authority. However, several years passed before such a concern

48. See infra note 73.
49. See supra text accompanying note 38.
50. Within a year, Representative Cole would write:

Ironically. under the pressure of zealously trying to protect the normal
American patent system, oo much was writien into this section. The first sen-
tence of the section [which is reproduced supra as amended in the text accom-
panying note 38] states that any invention made under any contract or other rela-
tionship with the Commission shall be deemed to have been made by the Com-
mission. Actually, this first sentence is unnecessary if Section 152 is considered
in its proper frame of reference, namely, as a procedural device for giving the
Commission ready titie to those patenis to which it is entitled. Since the rights
to the title to a patent flow from a contract, whether expressed or implied, there
is no need for any declaration such as that contained in the first sentence.

Hamann & Koris, supra note 43, at 706 (quoting Cole, Patenting Nuclear Developments,
INUCLEQNICS, April 1955, at 31, 34).

51. See supra note 46 and accompanying text.

52. See R. NASH & L. RAWICZ, supra note 10, at 81,
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about how the AEC might be applying a waiver policy became
apparent,’?

In 1959, the AEC reported to the JCAE that while it was continuing to
use the type A, B, and C patent clauses in its contracts,’ it had also
granted some waivers to patent rights (in non-R&D contracts) under Sec-
tion 152,35 Upon discovering that the AEC had actually granted waivers,
some Congressmen apparently became concerned about the amount of
discretion that Section 152 afforded the AEC,

According to DOE General Counsel Johnson, during the 1959 hear-
ings before the Subcommittee on Legislation, Representative Holifield
asked the AEC General Counsel whether the AEC might use its broad
waiver power under Section 152 to waive all rights to inventions. The
General Counsel replied:

That thought has not entered my mind, Mr. Holifield. I would
doubt that such an interpretation would be consistent with the
legislative history. It certainly is clearly indicative on its his-
tory that there wouid have to be very specially meritorious cir-
cumstances to warrant departing from the general policy
prescribed in the statute that the Commission is to get title.5%

53. In the interim, William Mitchell, general counse! of the AEC, reported to the JCAE
that:

Since the passage of the new [1954 Atomic Energy Act], the Commission
has continued to incorporate its standard patent provisions in contracts, with the
particular type of clause used being dependent upon the nature and scope of the
contract. In contracts primarily for research or development or for the aperation
of a facility. the patent provision provides for a determination by the Commis-
sion of the rights in and to any inventions, Such a clause is referred 10 as a type
A patent provision. In instances where the work under a contract pertains
indirectly to basic research and development and relates to a general field of
activity of the contractor, the retention of a nonexclusive license by the contrac-
tor in fields other than the production of special nuclear materials or atomic
energy is provided for under what is referred to as the type B patent provision.
Where the work to be performed pertains only incidentally to research and
development in which the Commission is interested and relates to a field in
which the contractor has an established industrial and patent position, a type C
clause is used. This provision allows the contractor to retzin a sole license with
the sole right to grant sublicenses for purposes other than use in the production
or utilization of special nuclear material or atomic energy.

2 Hearings on Development, Growth, and State of the Atomic Energy lndustry, Before the
Joint Comm. on Atomic Energy, 84th Cong., 1st Sess., pt. 1, at 193 (1955).

54. For the AEC interpretation of these clauses, see id.

55. See Impact Memo, supra note 20, at 9. See also infra note 73.

56. See Impact Memo, supra note 20, at 9.
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Later in the hearings the real concern of the JCAE became apparent:
that the AEC might adopt the title-granting policy the DOD had been
using rather than continue the title-taking policy the AEC had been con-
sistently pursuing.®’

In 1960, as in 1959, the JCAE propoesed language

that would help make it clear that any waiver would have to
be consistent with the policy of the section, i.e., that the
Government normally takes title when it is putting its money
in research and development. The waiver would have to be
consistent with this overall general policy that is set forth
there.*®

Finally, in 1961 the first sentence of Section 152 was amended by delet-
ing the expansive words “other relationship” and by adding the limiting
phrase “consistent with the policy of this section” to qualify the AEC’s
discretionary power to waive title.”® Concerning the addition of this
latter phrase, the JCAE stated:

[Tlhe additional language ... will make it clear that any
waiver will have to be consistent with the general policy
expressed in Section 152, namely, that the Commission will
normally take title to resulting atomic energy patents when it
is supporting research and development out of which the
patents arise.%

As DOE General Counsel Johnson stated in 1983, “[c]learly, the amend-
" ment was intended to foreclose the adoption by the AEC of anything
other than a ‘title [taking] policy’ in carrying out research and develop-
ment in the field of nuclear energy.”®!

D. Early Presidential Statements on Government Patent Policy

On October 10, 1963, President Kennedy issued a “‘Presidential
Memorandum and Statement on Government Patent Policy,”%? which set

57. {d.

58. 14 Hearings on Omnibus Bills—1960, Before the Subcomni. on Legislation of the
Joint Comm. on Atomic Energy, 86th Cong,., 2d Sess. 25 (1960).

59. Pub. L. No. 87-206, § 10, 75 Star. 477 (1961).

60. H.R. REP. NO. 963, 87th Cong., 1st Sess., reprinted in 1961 U.S. CODE CONG. &
ADMIN. NEWS 2591, 2568.

61. Impact Memo, supra note 20, at 10,

62. 28 Fed. Reg. 10,943 (1963), reprinted in R. NASH & L. RAWICZ, supra note 10,
app. at 1-5.



Spring, 1990] DOE Patent Policy 119

forth, for the first time, uniform rules governing the type of patent provi-
sions to be used in government coniracts and grants. The Presidential
Statement was, however, expressly “subject to specific statutes govern-
ing the disposition of patent rights of certain Government agencies.”®
The policy sought to strike a balance between title taking and title licens-
ing or granting, with an underlying concern that an across-the-board
adoption of either policy was not in the best interests of the government.
Thus, it set up general policy guidelines indicating when title taking and
when title granting or licensing were respectively appropriate.®

One of the areas in which the 1963 Presidential Statement recom-
mended that “the Government shall nermally acquire or reserve the right
to acquire the principal or exclusive rights throughout the world in and to
any invention made in the course of or under the contract” was where

the contract is in a field of science or technology in which
there has been liitle significant experience outside of work
funded by the Government, or where the Government has
been the principal developer of the field, and the acquisition of
exclusive rights at the time of contracting might confer on the
contractor a preferred or dominant position.53

Apparently this subsection was designed to accommodate special situa-
tions such as the field of atomic energy.5

On August 23, 1971, President Nixon issued a revised “Memorandum
and Statement on Government Patent Policy,”®? which basically reaf-
firmed the 1963 Presidential Statement, but also expanded the authority
of agency heads to permit contractors to obtain greater rights in inven-
tions arising out of government contracts.%® However, the 1963 Presiden-
tial Statement still contained the specific disclaimer that the policy
therein was “subject to specific statutes governing the disposition of
patent rights of certain Government agencies.”%?

DOE General Counsel Johnson summarized the view that prevailed in
the AEC during this period as follows:

63. R.NasH & L. RAWICZ, supra note 10, app. a1 3.

64, Id at93.

65, Id., app.at3.

66, Id. at 106,

67. 26 Fed. Reg. 16,889 (1971), reprinted in R. NASH & L. RAWICZ, supra note 10,
app. at 6-11.

68. R.NasH & L. RAWICZ, supra note 10, app. ai 7.

69. id. app.at8.
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Both the '963 and 1971 President’s Memorandum and State-
ment of Government Patent Policy defined minimum rights
which the Government should acquire in inventions made
under contracts. But since the 1963 and 1971 President’s
Memorandum and Statement were subject to specific statutes,
Section 152 was considered controlling with respect to inven-
tions in the field of nuclear energy. As to inventions outside
the scope of Section 152, the President’s Memorandum and
Statement was considered applicable.

Where the contractor was to perform research and develop-
ment work at Government expense, the AEC did not grant
waivers, Rights to nonnuclear inventions or nonnuclear uses
of inventions did not fall within the ambit of Section 152, and
therefore these were frequently waived. The AEC pursued
this policy even though the Atomic Energy Act did not set

- forth specific standards for procedures in granting waivers,
and no detailed administrative rules for implementation of
statutory waiver provisions were established by the AEC.7°

Although Johnson suggested that rights to nonnuclear inventions or to
nonnuclear uses of nuciear inventions were “frequently waived” by the
AEC, it is not clear that such waiver occurred at the government-owned,
contractor-operated facilities where the vast majority of AEC-funded
R&D work was performed.”! Despite Johnson's statement that “[a]s to

70. Impact Memo, supra note 20, at 10-11. It is not clear what Johnson intended by the
first two sentences of the second paragraph. Read literally, they appear to conflict in certain
cases. Thus, for example, if the research work resulting in an invention was done at
government expense, then no waiver apparently was ever granted by the AEC even though
such inventions could be nonnuclear in nature or could have nonnuclear uses. To the extent
that waivers were granted by the AEC, Johnson does not indicate what criteria were used.

For discussion and elaboration on the policies and practices of the AEC with respect to
allocation of patent rights before and after the 1963 Presidential Statement, see Dobkin,
Patent Policy in Government Research and Development Contracts, 53 YA, L. REV. 564,
§70-74, 607-13 (1967). See also Watson, Bright & Bums, The Title Policy of the Atomic
Energy Commission, 4 PAT. TRADEMARK & COPYRIGHT J. OF RES. & EbucC. 347
(1960).

71. During all the years the AEC funded the Los Alamos Scientific Laboratery
{1947-1974), there is no record of title to any invention made at the Laboratory ever being
waived to the University of California, which continuously operated the Laboratory for the
AEC. This is perhaps not surprising when it is realized that from 1943 through 1974 there
was essentially no change in the type A patent clause allocating rights in discoveries and
inventions. In 1943, when the Laboratory was formed, that clause read:

It is understood and agreed that whenever any patentable discovery or inven-
tion is made by the Contractor or its employees in the course of the work called
for in this contract, the Contractor shall furnish the Contracting Officer with
complete information thereof, and the Contracting Officer shall have the sole
power to determine whether or not and where a patent application shall be filed,
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inventions outside the scope of Section 152, the President’s Memoran-
dum and Statement was considered applicable™ by the AEC, the applica-
bility of the Presidential Statement was apparently never reflected in the
patent clause of the management and operating contracts of
government-owned, contractor-operated facilities.”?

The JCAE need never have worried about the AEC’s waiver discre-
tion, for during the AEC’s entire existence from 1947 to 1974 it
apparently never once waived government rights in subject inventions
made under its R&D contracts.” It would take Congressional action and
a successor agency before such waivers became a reality.

E. Section 9 of the Federal Nonnuclear Act

As has been discussed earlier, the first sentence of Section 152 of the
1954 Act was amended in 1961 by the addition of the phrase “consistent
with the policy of this section” to qualify the AEC’s discretionary power
to waive ftitle.” The intent of this phrase was that the AEC would nor-
mally take title to patents arising out of the research it supported.
Nonetheless, it was clear that there must have been some circumstances
in which it would have been appropriate to waive title, but it was unclear
just what those circumstances might have been. However, the JCAE
certainly expected the AEC to exercise its waiver prerogative judiciously
and sparingly.

and to determine the disposition of the title to and the rights under any applica-
tion or patent that may result. The judgment of the Contracting Officer on such
matiers shall be final.

In 1974 the clause read:

Whenever any discovery or invention is made or conceived by the Unijver-
sity or any of its employees, in the course of, or under the terms of this contract,
the University shalt furnish the Cemmission with complete information thereon
and the Commission shall have the sole power to determine whether or not and
where a patent application shall be filed, and to determine the disposition of the
title to and rights under any application or patent that may result. The judgment
of the Commission on such matters shall be accepted as final.

72. See, e.g., supra note 71 for a comparison between the 1943 and 1974 patent clauses
in the contract for the operation of the Los Alamos Scientific Laboratory {(now Los Alamos
National Laboratory). )

73. R.NASH & L. RAWICZ, supra note 10. at 81-82 (“The authority to waive title was
not exercised by the Commission in research and development contracting situations, but a
limited number of ‘general waivers’ were issued covering other situations which the Cor-
mission deemed inappropriate to take title.™). Thus, in non-R&D contracts, such as con-
struction or procuremeat contracts, the AEC sometimes waived rights to inventions, but
where the specific subject of a contract was R&D work or funding, the AEC did not waive
government ownership of resulting inventions.

74, 42 U.S.C. § 2182 (1988). See supra text accompanying notes 54-60.
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As DOE General Counsel Johnson noted, “the Atomic Energy Act [of
1954] did not set forth specific standards for procedures in granting
waivers, and no detailed administrative rules for implementation of stat-
utory waiver provisions were established by the AEC.””> One can only
speculate as to why the AEC failed to establish waiver regulations pur-
suant to Section 152. It may well have been that the AEC perceived that
any such regulations necessarily would have restricted its freedom of
action: not only its freedom to grant waivers, which it did only infre-
quently and almost never for the contractors operating its government-
owned, contractor-operated facilities, but also its freedom not to grant
waivers.”® By not publishing regulations, the AEC avoided having its
practices opened to public scrutiny and challenge, especially by its con-
tractors. '

In 1974, Congress attempted to formulate a government patent policy
for inventions arising out of nonnuclear R&D funded by the Energy
Research and Development Administration (“ERDA”), the successor
agency to the AEC.”7 Congress produced in Section 9 of the Federal
Nonnuclear Energy Research and Development Act’® what Johnson has
called “the most comprehensive Government patent policy provision
ever enacted.”” In Section 9, Congress for the first and only time set
forth detailed criteria to be considered in granting waivers,8?

75. Impact Memo, supra note 20, at 11 n.23.

76, See supranotes 71,73.

77. The Federal Nonnuclear Energy Research and Development Act of 1974, Pub. L.
No. 93-577, 88 Stat. 1879, is codified as chapter 74 of Title 42 of the United States Code.
Chapter 74 is entitled “Nonnuclear Energy Research.” Section 3 of Pub. L. Na. 93-577
states in relevant part:

(b) (1) The Congress declares the purpose of this chapter to be to establish and
vigorously conduct a comprehensive, national program of basic and applied
research and development, including but not limited to demonstrations of practi-
cal applications, of all potentially beneficial energy sources and utilization tech-
nologies, within the Energy Research and Development Administration.

(2) In carrying out this program, the Administrator of the Energy Research
and Development Administration (hereinafter in this chapter referred to as the
“Administrator”) shall be governed by the terms of this chapter and other appli-
cable provisions of law with respect to all nonnuclear aspects of the research,
development, and demonstration program; and the policies and provisions of the
Atomic Energy Act of 1954, and other provisions of law shall continue to apply
to the nuclear research, development, and demonstration program.

42 US.C. § 5902(b)(1988). See also infra text accompanying note 91.

78. Pub. L. No. 93-577, 88 Stat. 1879, 1887 (1974).

79. Impact Memo, supra note 20, at 12.

80. For a comprehensive report on the legislative history of Section 9, see ERDA
75-16, PATENT POLICIES AFFECTING ERDA ENERGY PROGRAM (1976).
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1. History of Section 9

Before looking at the history of Section 9, it should be noted that
when Congress abolished the AEC and created the ERDA in the Energy
Reorganization Act of 1974,%! it granted to the ERDA Administrator the
powers previously exercised by the AEC but established no new patent
provisions. This is probably due to the fact that Congress was working
on the legislation that several months later became Section 9 of the
Federal Nonnuclear Act. Thus, Section 9 refers to the Administrator
rather than the Commission .2

Section 9 represented a compromise between the House and Senate
versions of the bills that were under consideration. The original Senate
bill would have totally prohibited waiver of title.3? Any change in the
compromise language that was eventually enacted would have been a
very sensitive issue® for reasons that can only be understood with a bit
of background.

During the 1950s and 1960s an amorphous group of Senators and
Congressmen strornigly advocated a uniform title-taking patent policy for
the government. Their principal spokesman was Senator Long of

81. Pub. L. No. 93438, 88 Stat. 1234 (1974).

82. Although the following discussion refers to the “ Administrator,” it should be noted
that as a resuli of subsequent legislation creating the Depantment of Energy, wherever the
termn “*Administrator” appears in Section 9, it is effectively repiaced by the “Secretary” of
Energy. See infra text accompanying notes 106-07.

83. S. Conr. REP. NO. 1563, 93rd Cong., 2d Sess., reprinted in 1974 U. 5. CODE
CONG. & ADMIN. NEWS 6905, 6909 [hereinafter CONFERENCE REPORT).

84. In this regard, Mr. Roy L. Ash, Director, Office of Management and Budget, stated:

Thus, the resultant language strikes an extremely delicate balance between
divergent preferences. Even minor changes in the text of this document are
likely to upset the balance to the extent that one or the other of the parties might
be obliged 1o withdraw its support. In the spirit of reciprocity, therefore, the
Administration must ask that its endorsement of this proposal be regarded as
withdrawn in the event that any changes are made in the text of the agreed-upon
language, notwithstanding the fact that such changes might be in the direction of
the Administration’s preference.

120 CONG. REC. 40,381 (1974). In this same vein, Senators Hart and Long stated:

We should note that the compromise contains many highly interrelated provi-
sions and is quile delicately balanced. While a number of concepts and provi-
sions are not quite what we would advance in a bill of our own, on balance we
do believe a fair compromise on an extremely complex and controversial issue
has been reached.

Id.
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Louisiana.?® Although a variety of factors informed their position,86
these Congressmen shared a basically populist view predicated on the
argument that research which is funded by the taxpayer belongs to the
taxpayer and should be in the public domain.%’

This group of Senators was opposed by the Nixon Administration,
which sought greater flexibility for agency heads to waive title.#® Section
9 represented a close-drawn compromise from which neither side was
prepared to move. According to the conference committee:

Section 9 adopts the basic structure of the patent policy of
the National Aeronautics and Space Act, with some
modifications derived from the Atomic Energy Act. The pro-
visions provide for the Federal Government normally to retain
title to inventions developed under ERDA contracts, and for
the licensing of ERDA inventions normally to be granted on a
nonexclusive basis. Authority to grant waivers and exclusive
or partially exclusive licenses is vested in the Administrator to
assure flexibility: but only in conformity with specific
minimum considerations which have been adopted primarily
from the NASA and AEC regulations, and the Presidential
Patent Policy Statement. This flexibility permits—but does
not require—the Administrator, under carefully delineated
conditions, to grant exclusive rights to contractors or inventors
in objectively appropriate circumstances. Government patent
policy carried out under the NASA and AEC Acts and regula-
tions, and the Presidential Patent Policy Statement with
respect to energy technology, has resulted in relatively few
waivers or exclusive licenses in comparison with the number
of inventions involved. The conference commirtee expects

85. R.NASH & L. RAWICZ, supra note 10, at 90. For Senator Long’s views, see Long,
Federal Contract Patent Policy and the Pubiic Interest, 21 FED, B.J. 7 (1961).

86. Congressman Daddario listed their arguments as threefold: (1) since the government
pays the costs of developing the inventions, it should own any patents that result: (2) only
by owning the patents can the government assure widespread access to the technological
knowledge developed under govemment-funded R&D contracts; and (3) only by owning
the patents to government-funded inventions can the government prevent undue concenira-
tion of economic power in a few large business firms. See Daddario, Effects of Gavernment
Patent Policy on Research and Development, 45 1. PAT. OFF. SOC'Y 663 (1963).

87. Indeed, this view has continued to be expressed by some members of Congress. See,
e.g., infrag lexi accompanying note 126.

'88. Presidential Memorandum for Heads of Executive Departments and Agencies, Sub-
ject: Government Patent Policy, 7 WEEKLY COMP. PRES. DOC. 1209 (Aug. 23, 1971)
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that similar results will obtain under section 9.%?

It is unclear, however, which AEC regulations the conference committee
was referring to because, as DOE General Counsel Johnson acknowl-
edged in 1983, the AEC had issued no “detailed administrative rules for
implementation of statutory waiver provisions,”

Section 9 of the Nonnuclear Act did not amend, rescind, repeal, or
supercede Section 152 of the Atomic Energy Act of 1954 in any way.
Congress intended that Section 9 complement Section 152. As the
conference committee stated, “nuclear programs will continue to follow
the patent policy of the Atomic Energy Act while nonnuclear programs
will follow the patent policy of section 9."%! Nonetheless, Congress
intended that the ERDA act wherever possible to harmonize these two
patent policies,??

2. Structure of Section 9

Section 9(a) sets forth a wide range of contractual circumstances in
which title to an invention made or conceived in the course of or under
any ERDA contract “shall vest in the United States.” Additionally, it
requires that patents on such inventions must issue to the United States,
except in the circumstance wherein the Administrator has properly
waived the rights of the United States.?

Section 9(c) gives the Administrator authority to waive rights of the
United States in any subject invention or class of subject inventions *if
he determines that the interests of the United States and the general pub-
lic will be best served by such waiver.” Any waiver determination
must be based on the following objectives:

(1) making the benefits of the energy research, development, and
demonstration program widely available to the public in the
shortest practicable time;

(2) promoting the commercial utilization of such inventions;

(3) encouraging participation by private persons in the Admin-
istrator’s energy research, development, and demonstration
program; and

(4) fostering competition and preventing undue market concentra-
tion or the creation or maintenance of other situations

89. CONFERENCE REPORT, supra note 83, at 6910.

90. Impact Memo, supra note 20, at i 1.

91. CONFERENCE REPORT, supra note 83, at 6912-13.
92. ld.

93, 42 U.5.C. § 5908(a) (1988).

94, Id. § 5908(c).
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inconsistent with the antitrust laws.%

The conference commiitee recognized, however, “that there may be
times when ir is not possible o attain each of the[se] objectives immedi-
ately and simultaneously for any one determination.™® Section 9(d) and
(e) set forth the considerations involved for two different types of
waivers. Section 9 expressly recognizes that waivers may be sought
either at the time an invention is made, or earlier at the time of contract-
ing. The latter situation involves a so-called “advance™ waiver. Section
9 treats requirements for advance waivers differently than it does the
requirements for identified invention waivers. First, only contractors
may seek advance waivers whereas both contractors and inventors?’ may
seek waivers of rights in identified inventions.*® Secend, the two types
of waivers involve somewhat different considerations.

Section 9(d) sets forth eleven specific issues that must be considered
for an advance waiver.” In addition, Section S(j) requires that the small

95. Id.

96. CONFERENCE REPORT, supra noie 83, at 6911.

97, The inventor is the individual who legally makes the invention under the law,
whereas the coniractor is the employer of the inventor.

98. An identificd invention is one that has actually been made. ns opposed lo one that
may be made in the future under the contract.

99. The Administrator shail specifically include as considerations:

(1) the extent 1o which the panicipation of the contractor wili expedite the attain-
ment of the purpases of the program;

{2) the extent 1o which a waiver of all or any part of such rights in any or alf fields
of technology is needed 1o secure the panticipation of the particular contractor;

{3) the extent to which the contractor's commercial position may expedite utiliza-
tion of the research, development, and demonstration program results;

(4) the extent to which the Government has contributed to the field of technology
10 be funded under the contract;

(3) the purpose and nature of the contract, including the intended use of the resulis
developed thereunder;

(6) the extent to which the contractor has made or will make substantial invest-
rient of financial resources or technology developed at the consractor’s private
expense which will directly benefit the work to he performed under the con-
tract;

(7} the extent to which the field of technology to be funded under the contract has
been devetoped at the contractor’s privale expense;

(8} the extent 1o which the Government intends to further develop to the point of
commercial utilization the results of the contract effon;

(9) the extent to which the contract objectives are concerned with the public
health, public safety, or public welfare;

(10) the likeiy effect of the waiver on competition and market concentration; and

(11} in the case of a nonprofit cducational institution, the extent to which such
institution has a technelogy transfer capability and program, approved by the
Administrator as being consistent with the applicable policies of this section.

42 U.S.C. § 5905(d) (1988).
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business status of the applicant be taken into account.!® It is true that the
conference committee recognized the need for flexibility in granting
waivers under Section 9(d). It noted that:

{Tlhere may be occasions when application of the various
_considerations to a particular case could cause conflicting
results. In those instances the Administrator will have to
. reconcile the differences giving due regard to the overall pur-
poses of the patent policy provisions. It is not intended that
specific findings be made as to each and every considera-
tion.!0!

Nevertheless, it was clear that the enumerated factors had to be con-
sidered. It followed, therefore, that any regulations under Section 9(d)
would have to require a petition for an advance waiver to address each
factor.

Section 9(e) sets forth ten specific criteria that must be considered for
waiver of rights to an identified invention.!® In addition, the conference
committee stated that because the invention is identified, “the Adminis-
trator shall consider each of the enumerated criteria as it specifically
applies to that invention.”!%3 Again, it followed that any regulations
under Section ‘9{e) would have to require a petition for rights in an
identified invention to address each of these considerations.

3. Effect of Section 9

The ERDA, and then the DOE, implemenied the requirements of Sec-
tion 9 by adopting detailed waiver regulations.!® Insofar as the ERDA
was concerned, these regulations served to harmonize the requirements
of Section 152 of the 1954 Act with those of Section 9 of the Federal
Nonnuclear Act., The rsgulations were considered to be applicable

100. Id. § 5908(j).

101. CONFERENCE REPORT, supra note 83, at 6911.

102. It requires the Administrator to specifically include as considerations items (4)
through (11) from Section 9(d). See supra note 99. In addition, the Administrator must
also consider:

(1) the extent to which such waiver is a reasonable and necessary incentive to call
forth private risk capital for the development and commercialization of the
invention; and ‘

(2) the extent to which the plans, intentions, and ability of the contractor or inven-
ter will obtain expeditious commercialization of such invention.

42 U.8.C. § 5908(e) (1988).

103. CONFERENCE REPORT, supra note 83, at 6911.
104, 41 C.F.R. § 5-9.109-6 (1988).
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regardless of whether the invention was made under a contract covered
by Section 152 or one covered by Section 9,105

The ERDA existed for three years before the DOE was established. 16
All functions of the ERDA Administrator were transferred to the Secre-
tary of Energy.!%” The DOE Organization Act contained no substantive
patent provisions. Accordingly, the DOE waiver regulations that
became effective June 30, 1979 state that DOE patent policy is governed
by Section 152 of the Atomic Energy Act of 1954 as amended and Sec-
tion 9 of the Federal Nonnuclear Energy Research and Development Act
of 1974.1% They also state that, where not inconsistent with the require-
ments of Section 152 and Section 9, waiver determinations will also be
guided by the revised Presidential Memorandum and Statement of
Government Patent Policy issued August 23, 1971.109

Under these regulations, the Secretary of Energy or a designee is
required “at a minimum” to consider the criteria set forth in Section
9(d).!'0 In addition, with regard to advance waivers, these regulations
added another criterion: “the extent to which the work to be performed
under the contract is useful in the production or utilization of special
nuclear material or atomic energy.”'!! This was presumably intended to
“harmonize™ Section 152 with Section 9 by combining requirements of
both sections.

In 1583 DOE General Counsel Johnson summarized this history as
follows:

In summary, the legisiative history of both Section 152 and
Section 9 establishes that the statutory provisions provide for
the Government normally to retain title to inventions
developed under contracts. Both sections have been given
administrative interpretations for many years. Section 9 has
far more detailed guidance than does Section 152; yet the
guidance in Section 9 contains considerations which would
normally be considered in a waiver situation under Section
152. The guidance focuses on the effect the waiver would
have on the Government’s research, development, and demon-
stration effort, the objectives of the Government program, and

105. See Impact Memo, supra note 20, at 16.

106. DOE Organization Act, Pub, L. No. 95-91, § 201, 91 Stat. 565, 569 (1977).
107. {d. § 301 at 577.

108. 41 C.F.R. § 9-9.109-6{a){1) (1988).

109. id. § 9-5.109-6(a)(3).

110. /d. § 9-9.109-6(b).

ill. id.
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the proper ultimate end use of the patent. Thus, as a mode of
harmonization, ERDA found the criteria of Section 9 and the
considerations of Section 152 to be compatible and amal-
gamated them into regulations which are currently found at 41
CFR 9-9.'12

This summary was accurate insofar as it applied to the situation as it
existed in the late 1970s, but it contained a crucial defect when applied
to the situation that existed in 1983. Simply put, it ignored the existence
of the Bayh-Dole Act, enacted in 1980,

F. The Bayh-Dole Act

On December 12, 1980, Congress enacted the first patent policy
statute applicable to all federal agencies, including DOE. This statute,
which added Chapter 18 to Title 35 of the United States Code, was the
Bayh-Dole Act.!'? [t set forth as the policy and objectives of Congress:

[T]o use the patent system to promote the utilization of inven-
tions arising from federally supported research or develop-
ment; to encourage maximum participation of small business
firms in federally supported research and development efforts;
to promote collaboration between commercial concerns and
nonprofit organizations, including universities; to ensure that
inventions made by nonprofit organizations and small business
firms are used in a manner to promote free competition and
enterprise; to promote the commercialization and public avail-
ability of inventions made in the United States by United
States industry and labor; to ensure that the Government
obtains sufficient rights in federally supported inventions to
meet the needs of the Gevernment and protect the public
against nonuse or unreasonable use of inventions; and to
minimize the costs of administering policies in this area.!'#

To accomplish these purposes, the Act set up a system of criteria for

112. Impact Memo, supra note 20, at 16.

113. Pub. L. No. 96-517, § 6(a), 94 Stat. 3015, 3018-29 (1980}, The official title of
Pub. L. No. 96-517 is the University and Small Business Patent Procedure Act of 1980, but
it is more commonly known as the Bayh-Dole Act. As initially codified, the Bayh-Dole
Act was designated as chapter 38 of Title 35 of the U.S.C. However, Pub. L. No. 97-256,
§ 101(5), 96 Star. 816 (1982) redesignated chapter 38 as chapter 18.

114. 35U.5.C. § 200 (1988).
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allocating rights in inventions made under contracts between government
agencies and small businesses or nonprofit organizations.

1. Allocation of Rights Under the Bayh-Dole Act

The disposition of rights provisions in the Bayh-Dole Act represented
a fundamental reversal of the presumptions of ownership that were
present in Section 152 of the 1954 Act and Section 9 of the Federal Non-
nuclear Act. Instead of placing a presumption of ownership in the
federal government, these provisions set up a presumption that owner-
ship of a subject invention!!> under a funding agreement'!® with a small
business or nonprofit organization would be in the contractor. The small
business or nonprofit organization contractor must, however, “elect to
retain title” within a reasonable period of time after disclosing the sub-
ject invention to the funding agency in order to retain title.'!?

For this presumption to remain valid, however, the funding agreement
must require that the contractor:

(1) disclose each subject invention to the Federal agency within a
reasonable time after it is made and that the Federal Govern-
ment may receive title to any subject invention not reported to
it within such time;

(2) make an election to retain title to any subject invention within
a reasonable time after disclosure and that the Federal
Government. may receive title to any subject invention in
which the contractor does not elect to retain rights or fails to
elect rights within such time;

(3) ... file patent applications within reasonable times and that
thc Federal Government may receive title to any subject
inventions in the United States or other countries in which the
contractor has not filed patent applications on the subject
invention within such times. '

115. A “subject invention” is defined by the Act as “an invention of the contractor con-
ceived or first actually reduced to practice in the performance of work under a funding
agreement.” 35 U.S.C. § 201 (1988). See also supra note 8.

116, A “funding agreement™ is defined by the Act as “any contract, grant, or cooperative
agreement entered into between any Federal Agency, other than the Tennessee Valley
Authority, and any contractor for the performance of experimental, developmental, or
research work funded in whole or in part by the Federal Government.” 35 U.S.C. § 201
(1988).

117. Seeid. § 202(a).

118, Jd.%202(c).
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When a contractor does elect to retain title, the funding agency retains “a
nonexclusive, nontransferable, irrevocable, paid-up license to practice or
have practiced for or on behalf of the United States [the] subject inven-
tion throughout the world.”!!?

The presumption of ownership in thc contractor that is found in the
Bayh-Dole Act is clearly contrary to the presumption of ownership in the
government found in a number of other statutes. The Bayh-Dole Act
reconciles this apparent conflict by expressly stating that it takes pre-
cedence over any other Act which would require a disposition of rights
in a manner inconsistent with its provisions.'?® The Act expressly lists
twenty-two statutory provisions over which it takes precedence. This list
inciudes Section 152 of the 1954 Act and Section 9 of the Federal Non-
nuclear Act.!?!

2. History of the Bayh-Dale Act

The fundamental change in the Congressional policy regarding patent
rights, as reflected in the Bayh-Dole Act, did not come abou! rapidly or
easily. The Bayh-Dole Act was the culmination of significant Congres-
sional consideration and debate in the late 1970s.'22 The legislative his-
tory'®® makes clear that the Act arose out of a deep concern about the
ability of U.S. industry to keep pace with its foreign competition in tech-
nological innovation,'* There was a clear-cut perception that the prob-
lem was intimately connected with the role of the federal government in
funding R&D and transferring it 10 the private sector.!?

119, Md.

120. Id. § 210(a).

121. Id.

122. See R. NASH & L. RAWICZ, supra note 10, at 146—47.

123. See S. REP. NO. 480, 96th Cong., 1st Sess. (1979) [hereinafter 1979 SENATE
_REPORT], accompanying S. 414 as amended, and H.R. REP. NO. 1307, 96th Cong., 2d
Sess.. pt. 1, reprinted in 1980 U.S. CODE CONG. & ADMIN. NEWS 6460 [hereinafter
1980 HOUSE REPORT], accompanying H.R. 6933. These repons set forth the legislative
history pertaining to the Bayh-Dole Act. Although the Senate version of the legislation
resulted in the Bayh-Dole Act, the House Report nonetheless serves along with the Senate
Report to provide the background against which Congress acted in passing the Bayh-Dole
Act.

124. See, ¢.¢., 1980 HOUSE REPORT, supra note 123, at 6460; 1979 SENATE REPORT,
supra note 123, at 19.

125. As stated in the 1980 HOUSE REPORT, supra note 123:

[T]he effective commercialization of government financed research is becoming
an ever more important issue for those who are concemed with industrial inno-
vation.

The crisis in U.S. productivity and the governmental role in it bas not gone
unnoticed, however. In May of 1978 the President called for a major policy
review of industrial innovation as the key to increased praductivity in the United
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There is little question that Congress was fully aware that the Bayh-
Dole Act represented a fundamental departure from the earlier title-
taking policy that had been inherent in such statutory provisions as Sec-
tion 152 and Section 9. Some members of Congress were not pleased
with this departure. As Representative Jack Brooks stated in presenting
his dissenting views on the House version of the legislation that ulti-
mately became the Bayh-Dole Act:

The major problem I have with H.R. 6933 is that it violates
a basic provision of the unwritten contract between the
citizens of this country and their government; namely, that
what the government acquires through the expenditure of its
citizens” taxes, the government owns. Assigning automatic
patent rights and exclusive licenses to companies or organiza-
tions for inventions developed at government expense is a
pure giveaway of rights that properly belong to the people. 12

States. This White House call to action resulted in the creation of an advisory
committee of more than 150 senior representatives from the industrial, public
interest, labor, scientific, and academic communities. The work of the Advisory
Commiltee was overseen by a cabinet level coordinating committee chaired by
the Secretary of Commerce. The Committee studied ail the areas in which
federal government pelicy impacts on productivity and innovation in the private
sector. These fields of inquiry included: economic and trade policy; environ-
mental, health and safety regulations; anti-trust enforcement; federal procure-
ment policies; and federal patent and information policies.

When the advisory committee issued its 300 page report last year, a key seg-
ment contained recommendations on government patent policy. These recom-
mendations, in turn, were received by the President, and formed the basis of a
major legislative proposal which was conveyed to the Congress. Special
emphasis was placed on the role of the patent system and the patent policy
regarding government funded research in promoting industriel innovation.

1d. at 6451-62 (emphasis added).
As further pointed out in the 1979 SENATE REPORT, supra note 123:

One factor that can be clearly identified as a part of this problem is the inability
of the Federal agencies to deliver new inventions and processes from their
research and development programs to the marketplace where they can benefit
the public. A prime cause of this failure is the existence of ineffective patent
policies regarding ownership of potentially important discoveries.- In general,
the present patent policies require contractors and grantees to allow the funding
agency to own any patentable discoveries made under research and development
supported by the Federal Government unless the contractor or grantee success-
fully completes lengthy waiver procedures justifying why patent rights should
be left to the inventor.

Id at2,
126. 1980 HOUSE REPORT, supra note 123, at 6487,
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These words succinctly summarized the populist view that had long been
in the ascendancy. This philosophy, however, would no longer prevail.

While Representative Brooks stressed that that which belongs to the
government belongs to the people, he failed to appreciate the conse-
quences for U.S. economic competitiveness of a policy mandating that
the government retain title to all subject inventions arising out of federal
R&D contracting.

Apparently, Representative Brooks was not convinced by the argu-
ment that had persuaded a majority of Congress that the government is
not and should not be in the business of commercializing inventions aris-
ing out of the R&D that it funds. As a practical matter, such inventions
are almost never in a commercial form when they are first reduced to
practice. To the extent that such inventions are ultimately commercial-
ized, experience indicates that in many instances more investment is
required in the commercialization effort than is required to actually
make the inventions in the first place.'?” That which belongs to the
people may belong to everybody; but the end result is that that which
belongs to everybody belongs to nobody. Inventions which continued to
belong to the government were simply lying fallow, The inventions
failed to be commercialized because the private sector was not willing to
take the developmental investment risk asscciated with commercializa-
tion when competitors could then manufacture the commercial product
with no legal liability.'?

In a broader context the Congressional concern was set forth as
follows:

It has been well demonstraied over a number of years that
Federal agencies are not as successful in delivering new prod-
ucts and inventions to the marketplace as the private sector.
The result is that the public is not receiving the full benefits of
the research and development efforts that it is supporting. It is

127. See generally, Mansfieid, Industrial Innovation in Japan and the United States, 241
SCIENCE 1769 (1988).

128. In terms of economic theory, govemment-owned inventions are what economists
refer to as “public goods.” They are not commercialized, or are under-commercialized,
because the usual economic incentives to commercialize do not exist. One reason for this is
that once “public goods™ are supplied to one person, they are available to others at no addi-
tional cost, for one person’s enjoyment of the goods does not interfere with the concurrent
ability of others 10 use and enjoy them. If others may benefit without cost from previous
commercialization efforts, there is essentially no incentive to risk capital to commercialize,
and the inventions lic fallow even though there may be an actual collective demand for
them in a commercial form from the general public. See gereraiiy, R. MUSGROVE &
P. MUSGRGVE, PUBLIC FINANCE IN THEORY AND PRACTICE 49-80 (2d ed. 1976).
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in the public interest to see that new discoveries are commer-
cialized as quickly as possible without the artificial restraints
caused by the unnecessary delays and uncertainties of the
present Government patent policies which only serve to make
an already risky attempt to develop new products more of a
burden on interested companies.!2°

The recognirion of this problem was one of the major reasons why the
assignment of rights provisions of the Bayh-Dole Act came into being.
Another reason for the Act was that Congress wanted to mitigate the
many problems associated with the DOE waiver process,'*° including
the inordinate delays that were then being experienced in completing the
waiver process.!3!

3. DOE Patent Policy under the Bayh-Dole Act

The language of the Bayh-Dole Act must be interpreted against the
above background and perspective. Although it has been asserted that
the Act provided a uniform government patent policy covering small
businesses and nonprofit organizations,'3? this is not the case. As
enacted in 1980, the Bayh-Dale Act contained an important proviso stat-
ing that a funding agreement may preclude the right of a small business

129. 1979 SENATE REPORT, supra note 123, at 19,
130. Asstated inid.:

The bill should substantially reduce the amount of time and paperwork now
being devoted to the processing of patent waiver petitions by the agencies and
will enable the agency patent staffs to put this time into other areas of responsi-
bility. Tt will also remove from the shoulders of the Government patent artor-
neys the onerous burden of trying to determine the ownership of patents arising
from the agencies’ research and development grants and contracts. Many times
these attorneys are forced by agency patent policies 1o retain title to inventions
that the agency simply is not able 10 develop. S. 414 will serve to make sure
that the maximum return is received from the multibillion dollar Government
research and development effort.

Id. at 30,

In view of this language, it is interesting to note the efforts that would be put forth in subse-
quent years within DOE to retain a significant amount of the “onerous burden” on the
shoulders of its palent attoreys. See infra text accompanying notes 138-47.

131. As stated in the 1980 HOUSE REPORT, supra note 123:

For example, delays in acting on patent right waiver requests, which now take
on the average a year and a half in agencies like the Department of Energy, will
be eliminated.

Id. at 6464,
132. See R. NasH & L. RAWICZ, supra note 10, at 145,
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or nonprofit organization to elect title to a subject invention:

(i) when the funding agreement is for the operation of a
Government-owned research or production facility;

{ii) in exceptional circumstances when it is determined by the
agency that restriction or elimination of the right to retain
title to any subject invention will better promote the policy
and objectives of this chapter; or

(iii) when it is determined by a Government authority which is
authorized by statute or Executive order to conduct foreign
intelligence or counter-intelligence activities that the restric-
tion or elimination of the right to retain title to any subject
invention is necessary to protect the security of such activi-
ties. !

Clearly, to the extent that any of these exceptions were applied to subject
inventions generated by small businesses or nonprofit organizations, the
government patent policy as applied to such entities would not be uni-
form.

.- The DOE did not hesitate to take advantage of the opportunity pro-
vided by these exceptions. A number of DOE laboratories are operated
by nonprofit institutions.!*® For the stated purpose of avoiding incon-
sistency in treatment of rights in inventions arising out of work per-
formed at its various govemment-owned, contractor-operated (“GOCO™)
facilities, the DOE immediately took advantage of exception (i) noted
above, so that no nonprofit contractor operating any DOE GOCO facility
was permitted to ¢lect title to subject inventions. While this may have
made DOE patent policy moere uniform, it served to make overall
government patent policy Iess uniform.

G. The 1983 Presidential Patent Policy Statement
1. Summary of the Statement
The next attempt to formulate a more uniform federal patent policy

came on February 18, 1983. On that cate, President Reagan issued a
new patent policy statement applicable to all executive agencies. This

133, 35 US.C. § 202(=2) (1982).

134. These include Brookhaven National Laboratory, Argonne National Laboratory, Los
Alamos National Laboratory, Lawrence Livermore National Laboratory, and Lawrence
Berkeley Laboratory.
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memorandum directed:

To the extent permitted by law, agency policy with respect to
the disposition of any invention made in the performance of a
federally-funded research and development contract, grant or
cooperative agreement award shall be the same or substan-
tially the same as applied to small business firms and nonprofit
organizations under Chapter 38 of Title 35 of the United
States Code. 13

Chapter 38 of Title 35 was the original codification of the Bayh-Dole
Act.!36 The “Fact Sheet” that accompanied the Presidential Memoran-
dum pointed out that those apencies such as NASA and the DOE operat-
ing under statutes “which are inconsistent in respects with the Memoran-
dum” were expected to make maximum use of the flexibility available to
themn under existing statutes to comply with the provisions and spirit of
the Memorandum. !’

The Presidential Memorandum was of considerable interest to those
DOE laboratories operated by nonprofit organizations. The Memoran-
dum clearly indicated that the DOE was now required to exercise its sta-
tutory discretion or “flexibility” to pgrant title in govermment-funded
inventions to nonprofit organizations in accordance with the provisions
of the Bayh-Dole Act. This in turn suggested that the DOE was obli-
gated to modify the funding agreements for the operation of these
GOCO facilities to permit the nonprofit organizations to take title to sub-
ject inventions in accordance with the provisions of the Bayh-Dole Act.

2. The DOE Response to the Presidential Memorandum

The DOE response to the Presidential Memorandum was prompt and
to the point. In three position papers issued through the office of the
DOE General Counsel, the DOE effectively stated that it was “precluded
by law" from complying with the Presidential Memorandum.!3® In the

135. Presidential Memorandum to the Heads of Executive Departments and Agencies,
Subject: Government Patent Policy, 1983 PUB. PAPERS 248 (Feb. 18, 1983).

136. Chapter 38 had been changed to Chapier 18. See supra note 113. This occurred
six months prior to the date of the Presidential Memorandum, but word sometimes gets
around slowly in Washington.

137. Office of the Prass Secretary to the President, Fact Sheet (Feb. 18, 1983),

138. The first of these position papers was a paper by DOE Assistant General Counsel
for Patents James Denny, entitled “Future Developments in Federal Patent Policy”
presented at an APLA/BNA Patent Conference on March 24, 1983 [hereinafter Denny
Paper]. Another cne of the papers was the Impact Memo that has been discussed supra.
The third was another memoerandum signed by DOE General Counsel Tenney Johnson on
May 5, 1983 and entitled *Memorandum on the Patent Policy Applicable to DOE’s GOCO
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first of these papers, DOE Assistant General Counsel for Patents James
Denny contended that agencies such as NASA and the DOE have no
flexibility or discretion that they can apply to the allocation of rights in
subject inventions. To argue otherwise, according to Denny, would
place these agencies “in a dilemma between finding that they have been
interpreting their legislation incorrectly for all these years, or simply say-
ing that their laws, having no flexibility, are not affected by a Presiden-
tial Memorandum, notwithstanding the statement in the White House
Fact Sheet.”1%?

The dilemma postulated by Denny was predicated on a fundamental
fallacy, namely, that the Bayh-Dole Act does not take precedence over
Section 152 of the Atomic Energy Act of 1954 and Section & of the
Federal Nonnuciear Energy Research and Development Act of 1974,
Rather, exactly the reverse is true.!*® The Bayh-Dole Act gave the DOE
precisely the “flexibility” or discretion mentioned in the Fact Sheet to
grant title to subject inventions to nonprofit contractors operating GOCO
facilities. DOE General Counsel Johnson perpetuated this fallacy in the
DOE position by arguing that the exceptions set forth at 35 U.S.C.
§ 202(a) were mandatory rather than discretionary, 4!

Johnson addressed the question in two memoranda (the *Impact
Memo”!%? and the *GOCO Memo”%3). The Impact Mermo framed the
issue as: “[hJow the present statutory patent policy of the Department of
Energy is affected by the President’s Memorandum on Government
Patent Policy.™'** It concluded:

The constituent patent policies of DOE require that unless a
contractor falls within the ambit of the Bayh-Dole Act provi-
sions, a presumption of title to inventions in DOE is raised.
The Presidential Memorandum on Government Patent Policy
adopts the opposite presumption, namely, title in the
contractor/grantee, or in other words, a blanket waiver policy
with limited exceptions. This presumption is inconsistent with
DOE’s statutes. ... [Tlhe waiver authority of the Atomic
Energy Act and of the Federal Nornnuclear Act was not

Contracts with Small Business Firms and Nonprofit Organizations” [hereinafter GOCO
Memo].

139. Denny Paper, supra note 138, at 645.

140, See 35 U.8.C. § 210(a) (1988); supra text accompanying notes 120-21.

141. See infra note 149 and accompanying text.

142, See supra note 20,

143. See supra note 138.

144, Impact Mema, supra note 20, at 1.
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intended to provide a policy of granting waivers as the normal
course of business, but rather was intended to provide a policy
that is presumptively title-taking with only individually
justified waivers. Thus, the reverse presumption adopted in
the Presidential Memorandum is not “permitted by law™ with
respect to inventions under the Atomic Energy Act and the
Federal Nonnuclear Act. The Memorandum, which applies
only “to the extent permitted by law,” does not require such a
reverse presumption. Therefore, the patent policy of Section
152 of the Atomic Energy Act and Section 9 of the Federal
Nonnuclear Act remains in effect except where the Bayh-Dole
Act requires a different disposition of rights in contracts with
small businesses and nonprofits.14

The GOCO memo addressed a different issue, namely, whether the
Bayh-Dole Act ‘“changes the patent policy applicable to DOE’s
Government-owned, contractor-operated (GOCO) facilities run by small
business firms (if any) and nonprofit organizations.”'#5 It concluded:

[Tlhe Bayh-Dole Act is better construed as being consistent
with Section 152 of the Atomic Energy Act and Section 9 of
the Federal Nonnuclear Act in the areas of discretionary
exceptions of the Bayh-Dole Act and therefore as not taking
precedence over those statutes in such areas. Consequently,
the paten: policy applicable to DOE’s contracts with small
business firms and nonprofit organizations for the operation of
its GOCO facilities need not be changed as a result of the
Bayh-Dole Act.!*7

In summary, these memos expressed the DOE position that the
Bayh-Dole Act did not and could not take precedence over the guidance
provided by the Atomic Energy Act and the Federal Nonnuclear Act.
Further, according to the DOE, to the extent precedence of the Bayh-
Dole Act appeared to be required to implement the policy of the
Presidential Memorandum, it was not permitted by law. Therefore, the
DQE contended, the Presidential Memorandum did not apply to rights in
subject inventions arising out of the operation of DOE GOCO facilities.
However, this position was based on false premises. It relied entirely on

145. fd.at 17-18.
146. GOCO Memo, supra note 138, at 1.
147, id. a7,
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the legislative history of the Atomic Energy Act and the Federal Nonnu-
clear Act, and simply ignored or misrepresented both the language and
the legislative history of the Bayh-Dole Act.

Thus, the issue as framed in the GOCO Memo was incorrect and
irrelevant to the more basic issue of whether the DOE was precluded by
law from complying wiih the Presidential Memorandum. The issue was
not whether the Bayh-Dole Act changed the patent policy applicable to
the DOE GOCO facilities operated by small businesses and nonprofit
organizations. No one seriously contended that the Bayh-Dole Act in
and of itself either changed or required a change in the DOE’s patent
policy with respect to inventions made at such GOCO facilities. Rather,
it was argued that the Bayh-Dole Act granted the DOE discretionary
authority to change its patent policy with respect to such GOCO facili-
ties, and the Presidential Memorandum required the DOE to exercise
such discretion so as to grant title to subject inventions to the nonprofit
contractors operating such facilities. By framing the issue as it did, the
GOCO memo simply begged the question of whether the Bayh-Dole Act
made the patent policy applicable to DOE GOCO facilities operated by
nenprofit contractors discretionary with the DOE rather than mandated
by the legislative history of Section 152 of the 1954 Act or Section 9 of
the Federal Nonnuclear Act. ' '

Of the three DOE position papers, only the GOCO Memo actually
referred to the codification of the Bayh-Dole Act in any detail,!*8 It
argued that the Act was not applicable to subject inventions made at
DOE GOCO facilities because the Act itself:

in the three discretionary areas does not require a disposition
of rights inconsistent with any other statute that might be
applicable, because it excepts itself altogether. In other

148. The GOCO Memo correctly pointed out that 35 U.S.C. § 202(a) as in effect in 1983
stated: “Each nonprofit organization or small business firm may . .. elect 1o retain title 1o
any subject invention: Provided, however, that a funding agreement may provide other-
wise” with regard to three enumerated exceptions. 35 U.S.C. § 202(a) (1988) (emphasis
added). It went on to acknowledge that since 35 U.S.C. § 210(a) expressly provides for
“this chapter” (Bayh-Dole Act) to take precedence over Section 152 of the Atomic Energy
Act of 1954 and Section 9 of the Federal Nonnuclear Act to the extent that they wou'd
require a different disposition of rights in subject inventions of small business firms or
nonprofit organizations, "[tJhe Bayh-Dole Act changed DOE’s patent policy with regard to
small businesses and nonprofits.” GOCO Memo, supra note 138, at 2. It also admitted that
“the Bayh-Dole Act normally takes precedence over Section 152 of the Atomic Energy Act
and Section 9 of the Federal Nonnuclear Act as to contracts with small business firms and
nonprofit organizations since the latter statutes require title to inventions to vest in the
Government, which is a disposition of rights inconsistent with that of the Bayh-Dele Act.”
id.
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words, since the Bayh-Dole Act excepts itself in three specific
situations, it does not take precedence over other Acts in those
situations, since whatever disposition of rights to inventions
those other Acts may require is, by virtue of the Bayh-Dole
Act’s making itself not applicable, not inconsistent with
Bayh-Dole. !4

However, the conclusion is incorrect because it is based on an erroneous
assumption that the exceptions are mandatory rather than discretion-
ary.150

Neither in its express language nor in its legislative history did the
Bayh-Dole Act except itself in the three situations set forth in 35 U.S.C.
§ 202(a) and discussed above.!3' To implement a mandatory exception,
the statutory language would have used the mandatory “shall,” which
Congress deliberately did not use, rather than the discretionary “may,”
which Congress did use. Moreover, the legislative history makes clear
that “may” as used in the context of the GOCQ exception was intended
to confer discretion rather than obligation. Indeed, the legislative history
expressly states that agencies can allow nonprofit GOCO contractors to
retain rights in subject inventions.!?

As a consequence, the GOCO Memo was incorrect in stating that the
Bayh-Dole Act excepts itself altogether in the context of the operation of
GOCO facilities by nonprofit contractors. To the contrary, th> Bayh-
Dole. Act gave the DOE the discretionary option to use funding agree-
ments which could either permit or refuse the GOCO contractors the
right to elect to retain titie to subject inventions. By so doing, the Bayh-
Dole Act did take precedence over Section 152 of the 1954 Act and Sec-
tion G of the Federal Nonnuclear Act.

In brief, the Bayh-Dole Act, by its express wording, gave the COE
the right, if it so chose, to permit nonprofit contractors aperating GOCO
facilities to elect to retain title to subject inventions. The Presidential

149. GOCOQ Memo, supra note 138, at 4--5 (emphasis added).

150. For whatever reason, DOE Gereral Counsel Johnson chose simply to ignore the
obvious inconsistency between calling the exceptions “discretionary” in the GOCO Memo
while at the samne time arguing that they were in effect mandatory.

151, 35 U.S.C. § 202(a)(i)-(ili) (1982); see supra text accompanying note 133.

152. The 1979 SENATE REPORT, supra note 123, states:

Federal agencics zre permitted to use different provisions in three categories of
situations. First, contracts for the operation of Government-owned facilities
miay conlain other provisions, although agencies are not precluded from also
allowing such contractors to retain rights in inventions.

Id. at 31 {emphasis added).
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Patent Policy Statemnent then obligated the DOE to exercise that discre-
tion by granting title to such contractors. The DOE became the only
major agency which not only failed to comply with that Policy State-
ment, but also issued legal opinions that it was precluded by law from so
doing. The DOE’s position should be contrasted with NASA’s posture.
Although NASA had similar prior patent legislation and a history of leg-
islative interpretation as fully restrictive as that en which the DOE
sought 1o rely, NASA promptly complied with the policy statement.!33

H. PL.98-620

Based on the Johnsen memoranda, the DOE refused to comply with
the Presidential Memorandum and did not modify the operating contracts
for those GOCO facilities operated by nonprofit contractors. Congress
soon acted, however, to emphasize a different perspective than that
espoused by the DOE. In late 1984, Congress enacted and President
Reagan signed the Trademark Clarification Act of 1984 (“PL.
98-620™).15% Section 501 of PL. 98-620 consisted of z series of amend-
ments to the Bayh-Dole Act.

As introduced, each of the bills'3® that led up to the PL. 98-620

153. Although Denny argued that NASA was “precluoded by law™ from complying with
the Presidential Memorandum, see supra text accompanying note 139, less than two weeks
after the Johnson memoranda were signed, NASA on May 17, 1983 issued interim regula-
tions bringing it into full compliance with the patent policy set forth in the Presidential
Memoerandum. See Field, Brief Survey of and Proposal for Betier Reconciliation of the
Options in Patent, Trademark, Copyright and Related Law, 26 IDEA 57 (1585); 14 C.F.R.
§ 1245 (1988).

154. Pub. L. No. 98-620, 98 Stat. 3335 (1984).

155. A perceived reluctance on the part of various agencies 1o abide by the intent of the
Bayh-Dole Act znd the Presidential Patent Policy Statement caused Senator Dole to intro-
duce new patent legislation in the Senate on November 18, 1983, In introducing his Uni-
form Patent Procedures Act of 1983, S. 2171, 98th Cong., 1st Sess. {1983), Senator Dole
said that it would “unify and simplify” the patent procedures of the various agencies and
“would end, once and for all, the frustrating bureaucratic maze which has hindered the
retention of patent discoveries by the private sector and thereby inhibited the commerciali-
zation of those discoveries.” He also noted that “[cJompared to a licensing rate of 33 per-
cent for university developed inventions, the Government has licensed less than 4 percent
of inventions owned by it to the private sector for commercial use. This is primarily
because of chaotic and inefficient agency patent procurement policies that strangle innova-
tion on red tape.” He stated that the bill “would eliminate this waste by allowing all con-
tractors clear ownership of the inventions they make under Govemment research and
development contracts and grants, while protecting the legitimate rights of the agencies to
use¢ the discoveries royalty free. In this way, it would encourage the private marketing of
new discoveries and thus stimulate innovation,™

A companion bill, H.R. 4964, 98th Cong., 2d. Sess. (1984), was introduced in the
House of Representatives by Representative Sensenbrenner. In his introductory remarks he
stated: "‘The retention by the Federal Government of the title to any patents developed by
federally sponsored research and development is counterpreductive, since the Federal
Government cannot commercialize the market products or processes and the absence of
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amendments would have repealed Section 152 of the Atomic Energy Act
of 1954 and most of Section 9 of the Federal Nonnuclear Energy
Research and Development Act of 1974. They wouid also have required
the DOE to permit the operator of a GOCQ facility that conducted
research and development to elect to take title, with limited exceptions,
to government-funded inventions made at that facility. This policy
would have applied whether the operator was a big business or a
nonprofit contractor. The DOE strongly opposed these bills as they were
introduced. It sought to have them amended to retain a specific exemp-
tion for contractors operating GOCO facilities. The DOE argued strenu-
ously for its position, but it became apparent that many in Congress
wanted to expand the coverage of the Bayh-Dole Act to include the right
to elect title to subject inventions by all nonprofit contractors including
those operating GOCO facilities. The result of the debate was that PL.
98-620 deleted the GOCO exception!'3® of 35 U.S.C. §202(a) and
repiaced it with the following:

Provided, however, That a funding agreement may provide
otherwise ... (iv) when the funding agreement includes the
operation of a Government-owned, contractor-operated facil-
ity of the Department of Energy primarily dedicated to that
Depariment’s naval nuclear propulsion or weapons related
programs and all funding agreement limitations under this
subparagraph on the contractor’s right to elect title to a subject
invention are limited to inventions occurring under the above
-two programs of the Department of Energy.!¥

The effect of this amendment was twofold: (1) the DOE could not
except nonprofit contractors operating GOCO facilities from the right to
elect title to subject inventions unless such facility was primarily dedi-
cated to naval nuclear propulsion or nuclear weapons programs; and (2)
if the DOE applied the exception to such a facility, the exception was
limited to inventions under these two programs.!5%

exclusivity, which is received through a patens, prevents the private sector from investing
the capital necessary to market the products or processes.” On March 1, 1984, Representa-
tive Fuqua introduced H.R. 5003, 98th Cong., 2d. Sess. (1984), which was similar 1o S.
2171 and H.R. 4964,

156. See supra text accompanying note 133,

157. 35 U.5.C. § 202(a)(iv) (1988).
158, Although there is a Senate Report 98-662 which accompanies S. 2171, that report
does not provide a correct legislative history because it refers to an earlier version of S.
2171 before it was amended in the form that was eventually enacted. Rather, as Represen-
tative Fuqua pointed out on October 9, 1984, almost every provision of the final legislation
came from H.R. 5003. He referred his colleagues 1o H.R. REP, NO. 983, 98th Cong.. 2nd
Sess., pt. 1 (1984), for an explanation of those provisions. Thus, H.R. REP. NO. 983 more
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But 35 U.S.C. § 202(a) as amended by P.L. 98-620 did not reguire
the DOE to apply this exception to GOCO facilities operated by
nonprofit contractors. Instead, the statute continued to render any such
action discretionary with the DOE. Nonetheless, the DOE promptly
indicated its intention to apply this exception to the only twe GOCO
facilities to which it could be applied: Los Alamos National Laboratory
and Lawrence Livermore National Laboratory.!5®

On February 5, 1985, Secretary of Energy Donald Hodel announced a
formal DOE patent policy.'$? According to Secretary Hodel, the DOE
would incorporate the results of its programs and missions into the main-
stream of American commerce. He stated that “[i]t is the policy of the
Department to allow contractors to retain title to inventions to the max-
imum extent possible consistent with the President’s Memorandum on
Patent Policy, applicable statutory authority and mission require-
ments."16! _

On February 6, 1985, Secretary Hodel approved a statement of *“Pol-
icy for Research and Development Facilities in Defense Programs.”!62
This policy statement specifically referred to the three major weapons
research and development facilities funded by the DOE: Sandia Labora-
tories, Los Alamos National Laboratory, and Lawrence Livermore
National Laboratory. With respect to these facilities, the policy stated:
“New technologies developed by Defense Programs R&D facilities will
be transferred to private industry to the extent practicable if such transfer
will not endanger national security.”'63 ‘

But despite Secretary Hodel’s announcements, the DOE did not per-
mit the University of California, as operating contractor at the Los

correctly presents the legislative history of the language of the amendments. See the collo-
quy between Representatives Fuqua and Lujan at 130 CONG. REC. H11,614-615 (daily ed,
Oct. 9, 1984),

159. The exception was applicable to these two facilities because they were the only
GOCO facilities operated by a nonprofit contractor, the University of California, which
were primarily dedicated to the weapons program of the DOE. All other GOCO facilities
primarily dedicated to the weapons program or the naval nuclear propulsion program were
operated by large business contractors and hence did not come within the coverage of 35
U.S.C. § 202(a). )

160. This is somewhat remarkable in view of the long history of the DOE and its prede-
cessor agencies. The DOE prior to this time had no formal patent policy statement.

161. Memorandum from Secretary of Energy Donald Hodel to Assistant Secretaries and
Operations Office Managers, Subject: Department Patent Policy (Feb. 5, 1985).

162. Memorandum from Assistant Secretary for Defense Programs William Hoover to
Secretary of Energy Donald Hodel entitled ““Policy for Research and Development Facili-
ties in Defense Programs” (Feb. 5, 1985), requesting approval to release and promulgate the
policy set forth in the memorandum. On February 6, 1985, Secretary Hodel approved
release of the policy statement.

163, Id.
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Alamos and Livermore Laboratories, to retain title to inventions to the
maximum extent possible. Despite the directives of the President’s
Memeorandum and the Bayh-Dole Act as amended by P.L. 98-620, the
DOE apparently continued to adhere to the position that it was “pre-
cluded by law” from so doing.!%*

The language of 35 U.S.C. § 202{a) as amended seemed clearly to
suggest that the DOE had discretion to provide contractually for a two-
tiered system of disposition of title 10 subject inventions at Los Alamos
and Livermore Laboratories. Under such a system, the University would
have the right to elect title only to those subject inventions not covered
by the weapons program exception.'®> The question of which specific
inventions fell under this exception then arose. The statute referred to
inventions made under the weapons program, but it was unclear what
this meant. The final interim regulations issued under PL. 98-620 on
July 14, 1986, took the position that the exception applied to any subject
invention that *occurred under activities funded” by the weapons pro-
gram of the DOE.!% Although this interpretation appears to be supported
" by the legislative history,'67 it is unusual that the method of disposition
of rights to subject inventions should be determined by the source of
funding rather than by the subject matter of such inventions. '6®

I. 42US.C.§7261a

Not all members of Congress were happy with the passagé of PL.
98-620. In particular, certain members of the House Armed Services
Committee believed that the legislation had been drafted to limit or res-
trict the jurisdiction of the Committee over the DOE weapons labora-
tories. Thus, the House Armed Services Committee assumed primary
jurisdiction over new patent legislation pertaining to disposition of rights
in subject inventions made at the DOE weapons laboratories. The result
was effectively a disposition of rights section (although it was not called
that) added to the Department of Energy National Security and Military
Applications of ‘Nuclear Energy Act of 1987, codified at 42 U.S.C.

164. The DOE also precluded Sandia from retaining title to subject inventions to the
maximum extent permitted by the President’s Memorandum, but for a different reason:
Sandia was ostensibly operated by a large for-profit business {although for the sum of one
dellar per year) and hence did not come within the ambit of Pub. L. No. 96-517.

165. Neither laboratory performs work funded by the naval nuclear propulsion program.

166. See 37 C.ER. § 401.14(b) (1989),

167. See H.R. REP. NO. 983, snupra note 158.

168. The more rational approach is clearly to base such disposition on the subject matter
since that is what is fundarentally at issue in the disposition.
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§ 7261a.'%° The title given to this section, “Protection of sensitive techni-

cal information,” is a misnomer. The statute is concerned solely with

disposition of rights to certain inventions made with DOE funding.

Regardless of whether disposition is in the government or the contractor,

the fact of that disposition does not per se do anything to protect against

the improper dissemination of sensitive technical information.
According to 42 U.5.C. § 7261a(a)(1):

Whenever any coniractor makes an invention or discovery to
which the title vests in the Department of Energy pursuant to
exercise of § 202(a)(ii) or (iv) of Title 35, or pursuant to [Sec-
tion 152 of the 1954 Atomic Energy Act or Section 9 of the
Federal Nonnuclear Act] in the course of or under any
Government contract or subcontract of the Naval Nuclear Pro-
pulsion Program or the nuclear weapons programs or other
atomic energy defense activities of the Department of Energy
and the contractor requests waiver of any or all of the
Government’s property rights, the Secretary of Energy may
decide to waive the Government’s rights and assign the rights
in such invention or discovery.!?0

The statemnent that the Secretary may waive the government’s rights in
such inventions or discoveries adds nothing to the waiver authority
already statutorily possessed by the Secretary,'’! and it is unclear why it

169. Pub. L. No. 99-661, § 3131, 100 Stat. 4062 (1986) (codified at 42 U.S.C. § 7261a
(1988)).

170. 42 U.S.C. § 728ta(a)(l) (1988). The language of this section is semantically
confusing because unlike 35 U.S.C. §§ 202-10 (1988) it does not speak in terms of funding
agreements but rather in terms of statutory provisions. Rights in inventions made at DOE
laboratories are determined not by statutory provisions per se but rather by the specific pro-
visions of their management and operating (*M&O”) contracts. While the statutory provi-
sions set forth in 42 U.5.C. § 7261a(a)(1) may provide the basis for DOE authority to place
provisions in the M&Q contracts which require that title to certain subject inventions vest
in the government, it is not the statutory provisions but rather the contractual provisions
that determine the actual legal rights in such inventions, assuming always that the contrac-
tual provisions are consonant with applicable statutory language.

171. Both 42 U.S.C. § 2182 and 42 U.S.C. § S908 provide authority for the DOE 1o
waive title to subject inventions to the contractor. See supra text accompanying notes 38,
93-103. While 35 U.S.C. § 200 et seq. does not expressly provide for such authority, it
does not preciude the use of such authority under the two other statutes. Thus, even to the
extent that the DOE seeks to avoid granting a nonprofit contractor the right 1o elect title 10
subject inventions by applying the exceptions permitted by 35 U.S.C. § 202(a)(ii) or (iv).
this does niot preclude it from waiving title to such subject inventions under the other two
statutes,
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was reiterated here, 72

The language of 42 U.8.C. § 7261a(a)(1) is troubling in several other
respects. It seems at first glance to suggest that the DOE may routinely
rely on either 35 U.5.C. § 202(a)(ii) or (iv) or Section 152 of the 1954
Atomic Energy Act or Section 9@ of the Federal Nonnuclear Act as
authority for contractual language requiring title to subject inventions
made under the naval nuclear propulsion or nuclear weapons programs
to vest in the government. If this is indeed the case, then it appears
incansistent with the provisions of 35 U.S.C. §§ 200 er seq.!” It is also
unclear what the phrase “nuclear weapons programs or other atomic
energy defense activities” means as used in 42 U.S.C. § 7261a(a)(1).
This language appears narrower than “weapons related programs” as
used in 35 U.S.C. § 202(a)(iv); however, it is not apparent what distinc-
tion may have been intended.!™

172. The only rationale seems to have been a jurisdictioral ane. By stating the right of
the DOE to waive title to subject inventions made under these two programs independently
of the earlier statutory provisions noted suzra in note 171, the House Armed Services Com-
mittee was able to add further restrictions and requirements that must be met by contractors
before the DOE can grant such waivers without having referral to other committees which
might well have strongly challenged these additional requirements and restrictions.

173. In this regard, 35 U.S.C. § 202(a) (1988) grants an absolute right to a small busi-
ness or nonprofit organization to elect title to a subject invention within a reasonable time
after the required disclosure is made except that the funding agreement may provide other-
wise if one of the four exceptions set forth in clauses (i) through (iv) are mer. In addition,
35 U.S.C. § 210(a) (1988) states that:

This chapter shall take precedence over any other Act which would require a
disposition of rights in subject inventions of small business firms or nonprofit
organizations contractors in a manner that is inconsistent with this chapter,
including but not necessarily limited to the following: . .. section 152 of the
Atomic Energy Act of 1954 ... [and] section 9 of the Federal Nonnuclear
Energy Research and Development Actof 1974... ..

Thus, 35 U.S.C. § 202(a) (1988) in combination with 35 U.5.C. § 210(a) (1988) appears to
indicate that the DOE must rely on either 35 U.S.C. § 202(a)(ii) or (iv), but not Section 152
of the Atomic Energy Act of 1954 or Section 9 of the Federal Nonnuclear Act, in order to
require contractual provisions mandating an absolute rather than a contingent vesting of
title in the government to certain subject inventions made at the DOE laboratories operated
by nonprofit organizations.

But 42 U.S.C. § 7261a(a)(1), being enacted more recently, may be argued to take pre-
cedence over the noted provisions of 35 U.S.C. § 202(a) and 35 U.S.C. § 210(a). However,
nowhere in 42 U.S.C. § 7261a is there any specific statement that it takes precedence over
35 U.S.C. §§ 20010, nor does it expressly amend any of these statutory provisions. In this
regard, it is to be noted that 35 U.S.C. § 210(a) also expressly states that “[1]he Act creating
this chapter shall be construed to take precedence over any future Act unless that Act
specifically cites this Act and provides that it shall take precedence over this Act.”

174. Although both the legislative history of 35 U.S.C. § 202 and the Commerce
Department interim final regulations issued with respect thereto took the position that
“weapons related” referred to subject inventions that “occurred under activities funded” by
the weapons program of the DOE, see supra notes 166-67, the DOE refused to accept what
it considered to be a restrictive interpretation and instead relied on the authority granted it
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A further difficulty is that 42 U.S.C. § 7261a(a)(1) appears to apply to
any subject inventions arising out of “any Government contract or sub-
contract of the Naval Nuclear Propulsion Program or the nuclear
weapons programs or other atomic energy defense activities of the
Department of Energy.” Are the management and operating contracts
for the DOE weapons laboratories intended to be within the ambit of this
language? If so, does this mean that the two-tiered system contemplated
by 35 U.S.C. § 202(a) is no longer applicable at the Lawrence Livermore
National Laboratory and the Los Alamos National Laboratory?'?3 Does
title to all subject inventions made at these two labaratories then vest in
the government? Is the DOE authorized by this statutory provision to
take title to all subject inventions made under contracts or subcontracts
with small businesses or nonprofit organizations under these two pro-
grams?'? While the DOE has not so interpreted this language, it is sim-
ply not clear what ultimate effect is intended on disposition of title to
subject inventions made at these two weapons laboratories or under con-
tracts or subcontracts with small businesses or nonprofit organizations.!?’

There is little doubt that 42 U.S.C. § 7261a effectively increases the
difficulty of obtaining a waiver of title to subject inventions made under
the nuclear weapons or naval nuclear propulsion programs or other
atomic energy defense activities of DOE. It does so by setting forth

by 37 C.F.R. §§ 401.3(c), . 14(b) (1988) to develop its own contract clauses interpreting the
meaning to be given to “weapons related.” In this regard, it has taken the position that
*“weapons related” means used in the weapons program, regardless of the source of funding.

Thus, at least it this context, 42 U.S.C. § 7261a(2)(1) may arguably be mare restrictive
than the DOE interpretation of “‘weapons related” as used in 35 U.S.C, § 202(a). However,
the inclusion of the phrase “or other atornic energy defense activities” may be more expan-
sive. Ordinary principles of statutory interpretation would suggest that it ought not to be
treated as merely redundant to *‘nuclear weapons programs,” but what it may be intended to
encompass outside “nuclear weapens programs” is vague at best.

175. Both laboratories are multiprogram DOE laboratories even though they are pri-
marily weapons laboratories. Under 35 U.S.C. § 202(a), the exception on the right to elect
title to subject inventions at these two laboratories is limited to inventions made under the
weapons program so that the right to elect title to subject inventions made under other pro-
grams conducted at the laboratories is not affected. Consequently, a two-tiered system
involving the right to elect title to subject inventions is required.

176. This would be in direct conflict with 35 U.S.C. § 202(a} which requires that small
business and nonprofit contractors be given the right to “elect to reiain” title unless the
funding agreement contains one of the four enumerated exceptions.

177. Unfortunately, the legislative history of 42 U.8.C. § 7261a is not particularly help-
ful in this regard. The conference committee report states only that “[tlhe conferees con-
cluded that inventions and discoveries originating in the military activities of the Depart-
ment of Energy must be carefully reviewed to ensure that assignment of property rights in
such inventions and discoveries to contractors does not violate the public interest.” See
1986 U.S. CODE CONG. & ADMIN. NEWS 6614. While this seems to suggest that the
statute’s coverage is limited to “military activities” of the DOE, it does not define what is
meant by “military activities.”
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more criteria to be addressed:

In making a decision under this section, the Secretary shall
consider, in addition to the applicable policies of [Section 152
of the 1954 Atomic Energy Act or Section 9 of the Federal
Nonnuclear Act] —

(1) whether national security will be compromised;

(2) whether sensitive technical information (whether classified
or unclassified) under the Naval Nuclear Propulsion Program
or the nuclear weapons programs or other atomic energy
defense activities of the Department of Energy for which dis-
semination is controlled under Federal statutes and regula-
tions will be released to unauthorized persons;

(3) whether an organizational conflict of interest contemplated
by Federal statutes and regulations will result; and

(4) whether failure to assert such a claim will adversely affect
the operation of the Naval Nuclear Propulsion program or
the nuclear weapons programs or other atomic energy
defense activities of the Department of Energy.!”®

It is apparent that these further criteria are to be considered in addition to
those of Section 152 of the 1954 Atomic Energy Act and Section 9 of the
Federal Nonnuclear Act. However, it remains unclear whether the DOE
must also determine which policies to apply: those of Section 152 or
those of Section 9.

On July 20, 1988, the DOE issued proposed regulations!? about how
a “‘complete request”!®0 for waiver under 42 U.S.C. § 7261a is consti-
tuted.’8! These regulations are essentially a modified, and in some

178. 42 U.S.C. § 7261a(b) (1988).
179. 48 C.F.R. § 927 (1988).
180. In 1987.42 U.S.C. § 7261a(a) was amended to add the following:

(2) Such decision shall be made within 15C days after the date on which a com-
plete request for waiver of such rights has been submitted to the Secretary by the
contractor. For purposes of this paragraph, a complete request includes such
information, in such detail and form, as the Secretary by regulation prescribes as
necessary to allow the Secretary ta take into consideration the matters described
in subsection {b) of this section in making the decision.

Pub. L. No. 100-180 (1987), § 3135(a), 101 Stat. 1240 (1587).
181. For requests to waive title to identifled inventions, a waiver request is required to
include at a minimum: :

(1) A description of the technical steps required and funds necessary therefor to
develop the invention to the point of readiness far commercialization;

(2) A description of the plans, intentions and ability of the petitioner to commer-
cialize the invention, including any anticipated amounts of capital and expen-
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respects more complex, version of those issued under Section 9 of the
Federal Nonnuclear Act.!82

ditures, and assaciated time periods, to be direcied toward development and
commercialization of the particular invenlion, together with a description of
the commercial position {if any) of the petitioner in the marketplace, and a
statement by the petitioner that either the petitioner or petitioner's present or
imtended licensee will expend the anticipated amounts of capital and resources
required to develop the invention to the point of readiness for commercializa-
tion;

(3) A description of any continuing Government funding of the development of
the invention (including investigation of materials or processes for use there-
with), from whatever Government source, whether direct or indirect, and, to
the extent known by the petitioner, any anticipated future Government funding
to further develop the invention;

(4) A description of the campetitive technologies or other factars which would
ameliorate any anticompetitive effects of granting the waiver;

(5) A statement that petitioner will reimburse the Department of Energy for any
and all costs and fees incurred by the Department in the preparation and
prosecution of the patent applications covering the invention that is the subject
of the waiver petition;

(6) Where applicable, a statement of reasens why the petition was not timely filed
in accordance with the applicable patent rights clause of the contract, or why a
request for an extension of time to file the petition was not filed in a timely
manner;

(7) Identification of whether the invention pertains to work that is classified, or
sensitive, i.€., unclassified but controlled pursuant to Section 148 of the
Atomic Energy Act of 1954, as amended, (42 U.S.C. 2168) (1982}, or subject
to export contro! under Chapter 17 of the Military Critical Technology List
{MCTL) contained in Department of Defense Directive 5230.25, including
identification of all principal uses of the invention inside or outside of the con-
tractor pragram, and an indication of whether any such uses involve classified
or sensitive technologies;

(8) Tdentification of all DOE and DOD programs and projects in the same general
technology as the invention for which the petitioner intends to be providing
program planning advice or has provided program planning advice within the
last three years;

(9) A statement of whether a classification review of the invention disclosure, any
resulting patent application(s), andfar any reports or other documents disclos-
ing a substantial portion of the invention has been made, together with any
determination on the existence of classified or sensitive information in either
the invention disclosure, the patent application(s), or reports or other docu-
ments disclosing a substantial portion of the invention; and

(10) Identification of any and all proposals, work for other actvities, or other
arrangements submitted by the petitioner, DOE, or a third party, of which the
petitioner is aware, which may invelve further funding of 1he work on the
invention at either the contractor facility where the invention arose or another
facility owned by the Government.

182. To see the differences between the requirements of the two seis of statutes and their

resultant regulations, see supra notes 108-11 and accompanying text.
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J. Executive Order 12,591

On April 10, 1987, President Reagan issued Executive Order 12,591
entitled “Facilitating Access to Science and Technology.”'®* In issuing
this Order he stated:

It is important not only to ensure that we maintain American
preeminence in generating new knowledge and know-how in
advanced technologies, but also that we encourage the swiftest
possible transfer of federally developed science and technol-
ogy to the private sector. All of the provisions of this Execu-
tive Order are designed to keep the United States on the lead-
ing edge of international competition. 184

Among other things, the Executive Order provides that:

The head' of each Executive department and agency shall,
within overall funding allocations and to the extent permitted
by law . .. promote the commercialization, in accord with my
Memorandum to the Heads of Executive Departments and
Agencies of February 18, 1983, of patentable results of
federally funded research by granting to all contractors,
regardless of size, the title to patents made in whole or in part
with Federal funds, in exchange for royalty free use by or on
behalf of the government. 185

Presumably this language is intended to refer to title to patents for
inventions made in whole or in part with federal funds. It is of interest to
note that it requires that title to such patents be granted to all contractors,
“to the extent permitted by law.” There is no restriction with regard to
contractors operating GOCQ weapons laboratories or facilities primarily
dedicated to the naval nuclear propulsion program. Thus, presumably,
unless precluded by law from so doing, the Executive Order obligates
the DOE to grant title to all subject inventions made in whole or in part
with federal funding to all contractors—including those operating its
GOCO laboratories. Recall that in 1983 the DOE took the position that
it was precluded by law from complying with the Presidential Patent Pol-
icy Statement. The DOE argued then that “the patent policy of Section

183. Exec. Order No. 12,591, 3 C.F.R. 220 (1987), reprinted in 15 U.S.C.A. § 3710,
app. at 185-86 (1989). :

184. Office of the Press Secretary, Statement by the President (Apr. 10, 1987).

185. Exec. Order No. 12,591, supra note 183, § 1(b)(4).
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152 of the Atomic Energy Act and Section 9 of the Federal Nonnuclear
Act remains in effect except where the Bayh-Dole Act requires a dif-
feremt disposition of rights in contracts with small businesses and
nonproﬁts.”186 In other words, the DOE contended that it could not
grant title to subject inventions to large, for-profit businesses, including
those operating GOCGQ facilities for DOE, because the law forbade such
a disposition of rights.1%7

In the intervening years, the law with respect to disposition of rights
to subject inventicns to large, for-profit contractors has not changed. 88
Apparently the DOE interpretation of the applicable law has. On
November 4, 1°88, the DOE published a notice of proposed rulemaking
of a class patent waiver.!®® The proposed rule provides for two
categories of class waivers:

(1) A class advance waiver (i.c., waiver at the time of contracting)
of the Government’s rights in inventions arising from con-
tracts with domestic large business contractors, other than
management and operating contractors generally referred to as -
GOCOs; and . .

{2) A class waiver of the Government’s rights in identified inven-
tions arising from contracts with domestic large business con-
tractors, including management and operating contractors. %0

One may reasonably ask why this class waiver is now permitted by law
when the DOE claims the waiver was precluded by the same law in
1983. By issuing this notice of proposed rulemaking, the DOE has at
least tacitly admitted that the position taken in 1983 was erroneous.

This admission is supported by a September 20, 1988 report of the
House Committee on Science, Space, and Technology:

The Department of Energy has been in the process of prepar-
ing generic patent waivers for all its for-profit 1aboratory con-
tractors since the 1983 executive memorandum and yet is only
now reportedly about to issue final regulations. These regula-
tions can only address part of the overall problem. Without
clear regulation, DOE will work within the confines of the

186. Impact Memo, supra note 20, at 18.

187. See supratext accompanying notes 13847,

188. The amendments made to 35 U.S.C. §§ 200-10 by P.L. 98-620 involved only
rights arising out of funding agreements with small businesses or nonprofit organizations.

189. See 53 Fed. Reg. 44,602 (1988).

190. Jd.
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Atomic Erergy Act and the Federal Nonnuclear Act which
were written several decades ago in a very different policy
framework. 19!

If it is true that the DOE began in 1983 to prepare such patent waivers,
then at the same time it was informing its contractors that it was “pre-
cluded by law" from issuing such waivers,'”2 The inconsistency is obvi-

ous,

tors

and suggests at least one reason for the skepticism of DOE contrac-
with respect to DOE motivations.

The notice of proposed rulemaking sets forth the background for the
proposed waivers,'%? quotes the applicable disposition of rights language
from the Presidential Statement referenced in Executive Order 12,591,'%
and then proceeds to state:

With the overall goal of incorporating the results of the
Department’s research, development, and demonstration pro-
grams into the mainstrearn of American commerce consistent
with the objectives of the President’s patent policy and in
accordance with the authority of [Section 152 of the Atomic
Energy Act of 1954 and Section 9 of the Federal Nonnuclear
Act], DOE proposes that it is in the best interests of the United
States and the general public to grant a class waiver as pro-

191. H.R. REP. NO. 943, 100th Cong.. ist Sess., pt. 1, at 9 (1988).
192, See supra text accompanying notes 138-47.
193. The background was set forth as follows:

Normally. for contracts, grants, agreements, or other arrangements with DOE for
research, development or demonstration work with entities other than domestic small
businesses or nonprofit organizations, title in inventions vests in the Govemment, pur-
suant to the Atomic Energy Act of 1954 (42 U.S.C. 2182 (1982)) and the Federal
Nonnuclear Energy Research and Development Act of 1974 (42 U.5.C. 5908 (1982)),
unless the Government waives its rights in inventions in conformity with the provi-
sions of these statutes. Title 35 U.S5.C. 202 (1982) (Public Law 96-517, as amended
by Pub. L. 98-620) generally permits domestic small business firms and domestic
nonprofit organizations to elect to retain title in inventions made under funding agree-
ments with the Federal Government. Accordingly, this notice concerns only domestic
large, for profit, businesses, not covered by 35 U.5.C. 202, as to which the right to
title to inventions is governed by the Atomic Energy and Nonnuclear Acts, subject to
the guidance to agencies contined in the President”s Memorandum on Government
Patent Policy of February 18, 1983, as referenced in Executive Order 12591, dated
April 10, 1987,

53 Fed. Reg. 44,602 (1988). .
194. See supra text accompanying note 135.
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vided in the proposed regulation.!®

However, it is not at all clear that the proposed waivers are in fact
“consistent” with the objectives of Presidential patent policy. Executive
Order 12,591 unequivecally states that Executive departments and agen-
cies shall grant “to all contractors, regardless of size, the title to patents’
made in whole or in part with Federal funds, in exchange for a royalty-
free use by or on behalf of the government,”'?® There is no proviso in
the Executive Order which permits the DOE to exempt from its coverage
those patents for which it decides to apply the exceptions set forth in the
Bayh-Dole Act at 35 U.S.C. § 202(a)(ii) and (iv). Yet this is the effect
of the proposed waiver regulations. According to the notice of proposed
rule making:

Certain areas in the national interest are excluded from the
scope of these waivers. The exclusions are generally as fol-
lows: inventions arising under international agreements or
treaties; weapons-related inventions; inventions made under
agreements funded by DOE’s naval nuclear propulsion pro-
gram; classified or sensitive inventions; uranium enrichment
inventions; inventions relating to storage and disposal of civi-
lian high-level nuclear waste or spent nuclear fuel; and inven-
tions falling within other class waivers granted to third parties
by DOE.

Weapons-related inventions are excluded from the class
waivers for reasons invelving nonproliferation of weapons,
national security, conflicts of interest, management require-
ments of DOE’s unique contractor operated weapons labora-
tories and in order that DOE may ensure prosecution of patent
applications or statutory invention recordings on selected
inventions in which the Government has a strong interest in
establishing patent rights.'%”

The exclusions set forth above pertain to the discretionary exceptions
(listed in the Bayh-Dole Act at 35 U.S.C. § 202(a)(ii) and (iv)) that the
DOE has specifically implemented in its funding agreements,

In addition, under the notice of proposed rulemaking, the Secretary of

195. 53 Fed. Reg. 44,602-03 (1988).

196. Exec. Order No. 12,591, supra note 183, § 1(b)(4). See supra text accompanying
note 185.

197. 53 Fed. Reg. 44,603 (1988).
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Energy reserves the right to designate further exclusions to these class
waivers as deemed necessary in the nationai interest.!® Moreover, an
advance waiver requires the contractor to provide either twenty percent
cost sharing. or 2 level thought necessary by the DOE General Counsel
or designee for specific mission, programmatic, or statutory needs.!%

As has been emphasized earlier in this article, there is nothing in 35
U.S.C. § 202(a) which mandates that the DOE apply the exceptions set
forth in clauses (ii) and (iv).2%° If the statuie does not require that these
exceptions be applied to the DOE laboratories or the DOE contractors,
then there is no reason to contend that the DOE is precluded by law from
exercising its discretion not to apply them as the Executive Order clearly
directs.

Executive orders?! issued pursuant to a grant of statitory authority
are generally considered to have the force and effect of law.202 President
Reagan stated that Executive Order 12,591 was issued “pursuant to the
authority vested in me as President by the Constitution and laws of the
United States of America, including the Federal Technology Transfer
Act of 1986 (Public Law 95-502), the Trademark Clarification Act of
1984 (Public Law 98-620), and the University and Small Business Act
of 1980 (Public Law 96-517."20% For authority to require that title to
subject inventions be passed to the contractors, he relied specifically cn
PL. 96-517 as amended by PL. 98-620. No argument has been made
that Executive Order 12,591 does not have the force and effect of law.

How then does the DOE justify its failure to comply fully with the
express requirement of Executive Order 12,5917 One response might be
that the agency believes it is fully complying with the intent but not the
express requirement of the Order.”® More pragmatically, however, the
DOE realizes that any regulations it issues that are inconsistent with the

198. /..

199. ia.

200. See supra text accompanying notes 135-40.

201. For a discussion of ihe overall au:.osity of the President to issue executive orders,
see Dames & Mocre v. Regan, 433 U.S, 654 (1981); Youngstown Sheet & Tube Co. v.
Sawver, 343 U.S. 579 (1952).

202. See, e.g., Youngstown Sneet & Tuhe, 343 U.S. at 635 (Jackson, J.. concurring);
Association for Women in Science v. Califano, 566 F.2d 339, 344 (D.C. Cir. 1977
Independent Meatpackers Ass’'n v. Butz, 526 F.2d 228, 234 (Sth Cir. 1975), cert. denied,
424 U.S. 966 (1976) Farkas v. Texas Insirument, 375 F.2d 629, 632 n.1 (5th Cir.), cert.
denied, 389 U.S. 977 (1967): Farmer v. Philadelphia Electric Co., 329 F.2d 3, 7 (3d Cir.
1964).

203. See Exec. Order No. 12,591, supra note 183.

204. Thus, the DOE has taken the position that the proposed large business class waiver
is consistent with the “objectives” of the President’s patent policy. See supra notes 195-96
and accompanying text.
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language of the Executive Order are unlikely to be successfully chal-
lenged in court.?? The DOE thus has little incentive to assure that it is in
full compliance with the Order.206

II. CREATING A MORE UNIFORM GOVERNMENT
PATENT POLICY

Today there are only limited circumstances in which the government
should retain ownership of subject inventions.?” Retention of title to
subject inventions by the govermment is frequently detrimental 1g the
commercial use of these inventions.?®® In contrast, the presumption of
subject invention ownership by govemment contractors serves as an
incentive to public use and enjoyment of subject inventions; it also adds
to national security by enhancing the economic competitiveness of this
country,20?

Creating a more uniform government patent policy does not mean
creating new intellectual property rights2!® Rather, existing rights

205. There are several reasons why the DOE feels safe from a judicial challenge of its
failure to comply fully with the requirements of Exec. Order No. 12,591, First of all, the
only entities that would have a sufficient interest to challenge the DOE are its contractors,
but past experience indicates that its contractors ave in general highly reluctant to challenge
any disposition of rights determination made by the DOE. Secondly, it is not easy to obtain
judicial enforcement of an executive order, particularly if the order does not expressly
create a cauge of action in identified entities. This is particularly true when an agency exer-
cises its discretion not to enforce the order. See generaily Raven-Hansen, Making Agencies
Follow Orders: Judiciai Review af Agency Violations of Executive Order 12,291, 1983
DUKE L.J. 285; Note, Enforcing Executive Orders: Judicial Review of Agency Action
under the Administrative Procedure Act, 55 GEO. WASH. L. REV. 659 (1987).

206, While the DOE may have little incentive, there is a national interest or incentive for
its comipliance with the Executive Order. See infra note 213 and accompanying text.

207. Such circumstances may reasonably be said to be those set forth in exceptions (i),
(i), and (iii) in 35 U.S.C. § 202(a). See supra note 168 and accompanying text.

208. See supra notes 127-28 and accompanying text.

209. There is an increasing recognition that military preparedness is only one aspect of
national security and that economic competitiveness plays a critical role in assuring
national well being. This is a principal reason why President Reagan stated that the provi-
sions of Executive Order No. 12,5921 “are designed to keep the United States on the leading
edge of international competition.” See supra note 184 and accompanying text. For an
interesting and provoking historical perspective on the tensions between military commit-
ments and what would now be termed economic competitiveness, see P. KENNEDY, THE
RiSE AND FALL OF THE GREAT POWERS (1987).

210. For a discussion of the issues involved in the creation of a new intellectual property
right, see Kastenmeier & Remington, The Semiconductor Chip Protection Act of 1984: A
Swamp or Firm Ground?, 70 MINN. L. REV. 417 (1985). Kastenmeier and Remington
sugpest certain general principles and a political test for intellectual property legislation.

One general principle is that statutes should respond to problems. *“If it ain’t broke,
don't fix it.” Moreover, consideration of intellectual property issues should be goveimed by
standards and procedures that are understood in advance and applied uniformly from case
to case. In addition, the proponents of change should have the burden of showing thai a
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would be more uniformly applied. In fact, the framework for developing
such a policy alrearly exists in the Bayh-Dole Act, which creates a
presumption of ownership of subject inventions in small business and
nonprofit government contractors.2!! Before discussing the overall
modifications to Bayh-Dole that are necessary to produce the desired
patent policy2'2 it is useful to review those statutory changes that are
required to bring the DOE within such a policy. Simply eliminating
those statutory provisions directed at the DOE greatly facilitates creation
of a more uniform government patent policy.

A. Bringing the DCOE Within the Fold

In issuing Executive Order 12,591, President Reagan emphasized the
need both to maintain American preeminence in generating new
knowledge and capability in advanced technologies and to encourage the
swiftest possible transfer of federally developed science and technology
to the private sector.?'? The premise that the economic competitiveness
of this nation is enhanced by rapid transfer of technology developed at
the DOE laboratories to the private sector is inherent in this view. Also
inherent in the Executive Order is the precept that granting title to
patents that arise out of such technology to the contractors who operate
the DOE laboratories is the most efficient way to effect such a transfer.

If these premises are correct, then the current statutory framework,
which consists of four separate statutes that span four decades, is not a
rational way to determine disposition of rights in subject inventions
made at the DOE laboratories. The disposition of these rights should not
depend on whether the contractor is a large for-profit business or a small
business or nonprofit entity, and should be determined by the actual con-
tent of the particular invention instead of the source of funding of the
technology. Except in the moest limited circumstances, there should be

meritorious public purpose is served by the proposed Congressional action.

Whether this burden is met can be measured against the following political test: (a) a
showing that a new intellectual property interest can fit within the existing legal framework
without violating existing principles or hasic concepts; (b) a reasonably clear and satisfac-
tory definition of the new property interest; {c} an honest analysis of all the costs and
benefits of the proposed legislation; and (d) a showing of how giving the protection sought
by the legislation will enrich or enhance the public domain.

ld.

211. 35 US.C. § 202(a) (1988).

212, It is clearly not desirablc to have an absolutely uniform policy of granting title to
subject inventions to the contractors in all cases. There are occasions when title should
remain in the government, but reention of title by the government should be judiciously
exercised and only provided on a case-by-case basis wiih adequate justification.

213. See supra note 184 and accompanying text.
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no presumption of government ownership of subject inventions made at
DOE laboratories.

Thus the present statutory framework that governs disposition of
rights in subject inventions made at DOE laboratories is not in the
national interest. Rather, it is an artifact of confusing and conflicting
Congressional committee jurisdictions that seeks to reconcile largely
contradictory presamptions. In so doing, however, it has permitted the
DOE to evade policy reform and to construct a regulatory framework
that is unnecessarily complicated.

There is no longer any need for a statutory presumption of govern-
ment ownership of rights in subject inventions made at DOE labora-
tories. Indeed, all recent evidence suggests that such a presumption is
counterproductive to the swift and effecti"v‘c transfer of technology from
these laboratories to the private sector. There may exist some cir-
cumstances in which contractual limirations on the presumption of own-
ership of rights in subject inventions by contractors are in order. But no
statutory framework direcied at the DOE is necessary to accomplish this.
Nor is any separate statutory framewaork necessary to protect the national
security aspects of technology developed at the DOE weapons labora-
tories.

Accordingly, Congress should consider:

(1) repealing Section 152 of the Atomic Energy Act of 1954 in its
entirety, or simply deleting the first sentence thereof;

(2) repealing Section 9 of the Federal Nonnuclear Energy Research
and Development Act of 1974 in its entirety;

(3) repealing 42 U.S.C. § 7261a in its entirety; and

(4) amending 35 U.S.C. § 202(a) to delete clause (iv).

In addition, the grounds for waiver exclusion in the DOE notice of pro-
posed patent waiver rulemaking should be reconsidered.

Implementation of items (1) and (2) would remove any presumption
of government owncrship of subject inventions made at the DOE labora-
teries. Implementation of all four items would largely remove the need
for waivers or complicated waiver regulations. While a waiver process
would still exist for those inventions 1o which the DOE has contractually
retained title, requests for waiver would not be required to meet the com-
plicated criteria presently set by Section 9 of the Federal Nonnuclear
Act.2"* Those considerations appear to have little relationship to the
economic competitiveness issues that exist today. Instead, the decision

214, See supranote 99,
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to grant a waiver should be based on a demonstration that the reasons for
the government o retain title are either no longer applicable or presently
invalid, or that the benefits of a waiver cuiweigh government concerms.
To the extent that a waiver process is still required, it should not be
based on the outmoded considerations set forth in Section 9 of the
Federal Nonnuclear Act and reiterated in 42 U.S.C. § 7261a.

Irem (3) concerming repeal of 42 U.S.C. § 7261a requires a closer
look. Ostensibly, the criteria set forth therein are for the purpose of pro-
tecting national security by precluding unauthorized dissemination of
sensitive information.2’® No one would argue that this is noi an admir-
able goal, but if it is indeed the purpose of the starute, why is the cover-
age of the statute limited to specific programs funded by the DOE?
Should not the same or similar considerations apply to aimost all inven-
tions or discoveries funded by the government which may involve “sen-
sitive” informatien? :

A more fundamental question is: How does requiring disposition of
rights in subject inventions made under a conrract or subcontract of these
two programs in accordance with the criteria set forth in 42 U.S.C.
§ 7261a protect the national security anymore than it is already protected
by other statutory or regulatory requirements? There is nothing to sug-
gest that it actually does. Rather, the result is to render much more
difficult the transfer to the private sector of technology funded through
these two programs which in no \‘i}ay involves “sensitive” information.

Although 42 U.S.C. §726la speaks in terms of inventions or
discoveries,2'® pragmatically what it is about is disposition of patent
rights. It says nothing about whether patent applications should be filed
or whether patents should issue on subject inventions funded by the two
particular programs. Rather, its concern is about ownership of patent
rights. But ownership of patent rights has very little to do with protec-
tion of national security; instead, the real issue is protection against
improper dissemination of technical information. When a U.S, patent
issues, regardless of whether it is owned by the government or a contrac-
tar, it is publicly available around the world to anyone who wishes to
purchase a copy of it.?!’

Thus, the real issue is not ownership of patent rights but improper dis-
semination of sensitive technical information. But any limitation on dis-
semination of technical data developed at DOE laboratories is controlled
by Section 146 of the Atomic Energy Act of 1954 which states that

215, See supra notes 169-81 and accompanying text.
216. See supra note 170 and accompanying text,
217. 37CFR. & 1.19 (1988). See also 33 U.S.C. §§ 10-13(1988).
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*“[t]he Commission [now Secretary of Energyl] shall have no power to
control or restrict the dissemnination of information other than as granted
by this or any ather law.”2!8 Insofar as can be ascertained, the only sta-
tutory basis for restricting dissemination of information developed at the
DOE laboratories is if it is classified or sensitive under Section 148 of
the Atomic Energy Act of 1954.219

While it is reasonable to preclude any autornatic right to elect title to
subject inventions that are classified or sensitive under Section 148, con-
tractors operating DOE laboratories rarely seek rights in such inventions
because there is usually no practical way to commercialize these inven-
tions. But 42 U.S.C. § 7261a is not required in order to give the DOE
authority to preclude contractors from electing title to such inventions.
That authority already exists under 35 U.S.C. § 202(a)(ii),®® and the
DOE has routinely exercised it by relying on an exceptional cir-
cumstance determination.??!

218. 42 US.C. § 2166(b) (1988). .

219. 42 US.C. § 2168 (1988) provides that the Secretary of Energy, with respect to
atomic energy defense programs, shall take those steps necessary to “prohibit the unauthor-
ized dissemination of unclassified information pertaining to—

(A) the design of production facilities or utilization facilities;

(B) securily measures (including security plans, procedures, and equipment) for
the physical protection of (i) production or atilization facilities, (ii} nuclear
malterial contained in such facilities, or (iii) nuclear material in transit; or

(C) the design, manufacture, or utilization of any atomic weapon or compenent if
the design, manufacture, or utilization of such weapon or component was con-
tained in any information declassified or removed from the Restricted Data
category by the Secretary (or the head of the predecessor agency of the
Department of Energy) pursuant to section 2162 of this title.”

42 U.S.C. ¥ 2168(a)(1) (1988).

220. Under 35 U.S.C. § 202(a)(ii) (1988), a funding agreement may provide for title 1o
remain in the government “in exceptional circumsrances when it is delermined by the
agency that restriction or elimination of the right to retain title to any subject invention will
berter promate the policy and objectives of this chapter.” In wrm, 37 C.F.R. § 401.3(b)
(1988) expressly- indicates that this exception can be used “on the basis of national secu-
rity.”

221. Thus, for example, by letters dated October 22 and 23, 1987 (copies on file with the
author), the DOE informed the University of California that it

has determined that exceptional circumstances obtain for DOE funding agree-
ments involving work in lechnologies which are classified, or sensitive under
section 148 of the Atomic Energy Act (42 U.S.C. 2168), or controlled pursuant
to federal export control regulations as stipuiated in DOD Directive 5230.25.
Accordingly, a disposition of patent rights different from that applicable under
Pub. L. 96-517 and Pub. L. 98~620 is necessary for funding agreements with
small businesses or nonprofit organizations involving these technologies.

Thereafter, pursuant to 37 C.F.R. § 401.4 (1988), the University appealed this exceptional
circumstances determination to the extent that it sought to cover subject inventions in tech-
nologies “controlled pursuant to federal export control regulations as stipulated in DOD
Directive 5230.25.”
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The fact that the DOE has reserved governmental rights to classified
or sensitive subject inventions under 35 U.S.C. § 202(a)(ii) also supports
item (4) of the above li<t of proposed statutory changes. Aside from pro-
tection of such inforrr on, there is no realistic basis for seeking to treat
disposition of rights .u subject inventions funded under the weapons or
naval propulsion programs of the DOE any differently than for any other
subject inventions.2??

For similar reasons, the DOE justifications given for precluding
weapons-related inventions from its proposed class waiver involving
large, for-profit contractors appear to be largely without merit.”> Re-
strictions on the right to elect title do nothing to protect national security
or to avoid proliferation when the subject matter of the invention is nei-
ther classified nor sensitive under Section 148.2%* The subject matter
may still be publicly available in a patent issued to the government, or

In a two-part response, dated respectively February 17, and April 15, 1988, by Acting
DOE General Counsel Eric Fygi. the DOE withdrew that portion of the exceptional cir-
cumstances determination pertaining o export control regulations. In so doing. the DOE
acknowledged “that the particular retention of title to inventions addressed in the appeal
[i.e., those subject to export control regulations] is not the appropriate means to attempt to
deal with legitimate concems about proliferation of potentially damaging technology.”

222. The reason for including the exception set forth ar clause (iv) of 35 U.S.C. § 202(a)
was a Congressional concern that information would not be freely exchanged within the
DOE weapons complex because of attempts by contractors to protect a commercially valu-
able position. There is no evidence to indicate any factual basis for this concern. Rather,
there are several extant mechanisms for assuring that this does not occur, even in the
absence of 35 U.S.C. § 202(a)(iv).

First, the DOE M&O contracts routinely provide that title to technical data developed in
the course of, or under, the contract shall be in the government, and that the DOE has an
absolute right to access and copy such data. See Walterscheid, Access to Federally Funded
Research Data Under the Freedom of Information Act, 15 RUTGERS COMPUTER & TECH.
L, J. 1, 4243 (1989). Second, “[wlith respect to any invention in which the coniracior
elects rights, the Federal agency shall have a nonexclusive, nontransferable, irrevocable,
paid-up license to practice or have practiced for or on behalf of the United States any sub-
ject invention throughout the world.” 35 U.S.C. § 202(c}(4) (1988). Third, under the U.S.
patent law, patent protection may be obtained for up to a year after a subject invention has
been in public use or otherwise publicly disclosed. 35 U.S.C. § 102(b) (1988). These ali
serve as disincentives to treat subject inventions as trade secrets within the weapons com-
plex.

Finally, and perhaps most impartantly, for more than a decade contractors and inventors
have been permitied o obtain title o weapons-related subject inventions through the waiver
process, and the DOE has in fact granted title to a number of such inventions to both con-
tractors and inventors. There is no indication that during the time that waivers were being
sought on any of these inventioris, any aitempt to preclude transmittal of information about
any such subject invention within the weapons complex occuired.

223. See supra note 197 and accompanying text.

224. The DOE has acknowledged that export control regulations do not provide an
appropriate basis for restricting the right to elect title to subject inventions. Sce supra note
221,
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may be obtained under the Freedom of Information Act.??

Furthermore, conflicts of interest are not precluded merely by restrict-
ing the right to elect title. These conflicts can also exist when a waiver is
involved. Moreover, there appears to be little or no valid rationale for a
statutory requirement that conflicts of interest be considered with respect
to waivers that involve subject inventions made under the weapons-
related or naval nuclear propulsion programs of the DOE but not under
any other DOE programs??® As a practical matter, during the past
decade, when DOE has routinely waived weapons related inventions to
inventors there has been almost no indication that any conflict of interest,
either real or apparent, has occurred. To the extent that a conflict is per-:
ceived, the DOE has existing contractual provisions to deal with such
matters.

Contrary to assertions made by the DOE, there is nothing in the
management requirements of its weapons laboratories that obligates a
restriction on the right of operating contractors to elect title to subject
inventions. Nor has the DOE shown a strong government interest in
establishing license rights to ail weapons-related inventions. To the very
limited extent such establishment has occurred, the DOE has issued
exceptional circumstance determinations under 35 U.S.C. § 202(a)(ii).??’
Again, there is no basis for a blanket exclusion of weapons-related
inventions.

B. Treating All Contractors Equally

While bringing the DOE within the fold goes a long way toward
creating 2 more uniform government patent policy, there remains a
difference in treatment of subject inventions that involve large
businesses and those involving smali businesses and nonprofit entitiss,
The Bayh-Dole Act creates a presumption of ownership of subject
inventions by small businesses and nonprofit entities,28 but is silent with
respect to such inventions by large businesses. The Presidential Patent
Policy Statement of February 18, 1983 and Executive Order 12,591

225. 5 U.S.C. § 552 (1988). For a detailed discussinn concerning access to federally
funded research data under the Freedom of Information Act {*FOIA"), see Walterscheid,
supra note 222, Suffice it to say here that present DOE policy permits FOIA access to
techaical data that is not classified or sensitive under Section 148, /4. a142-43,

226. E£.5..42 U.S.C. § 5908 (1988); 42 LU.S.C. § 7261a (1988).

227. For example, the DOE made an exceptional circumstances determination with
respect t0 its uranium enrichment program.

228. 35U.3.C. § 202(a) (1988).
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sought to extend the presumption of ownership to all contractors.?2? But
as the DOE has demonstrated,?? presidential pronouncements arc only
as effective as executive agencies will allow.

A decade has passed since the first demand for patent policy reform to
enhance economic competitiveness.2?! The initial ocutcome was the
Bayh-Dole Act of 1980. The original House version of the Act con-
tained a federal patent policy that applies to all businesses uniformly, but
the Senate deleted the portions that apply to contractors other than small
businesses and universities.>2 Nonetheless, there was clearly an intent in
the House to formulate a federal patent policy uniformly applicable to atl
contractors.??

As originally submitted, the companion bills?** that ultimately
resulted in the P.L. 98—620 amendments to the Bayh-Dole Act contained
provisions to treat big businesses in the same manner as small businesses
and nonprofit entities.?* Indeed, the primary purposes of the House bill
were “to remove all legislative roadblocks to implementation™ of the
February 18, 1983 Presidential Patent Policy Statement and “to establish
a more uniform federal patent policy.”>*® Once again, however, the Sen-
ate opposed any presumption of title in subject inventions to big
businesses, 7 and, as a consequence, P.L. 98-620 failed to contain any
such presumption.?*®

Qne of the objectives as set forth by Congress of the Bayh-Dole Act
was “to provide the commercialization and public availability of inven-
tions made in the United States by United States industry and labor.”?
Today, that is interpreted as increasing economic competitivensss. But
the mechanism chosen for achieving that goal-—a presumption of con-
tractor ownership of subject inventions—is flawed as long as it is limited
to small businesses and nonprofit entities. ‘

At one time there may well have been valid concerns that creating a
presurnption of ownership in subject inventions in large business con-
tractors would result in limited competition and undue expansion of

229, See supra notes 135, 185 and accompanying text.

230. See, e.g., supra notes 13847 and accompanying text.

231. See President’s Advisory Committee on Industrial Innovation, Final Report (Sept.
1979).

232. See H.R. REP. NQ. 983, supra note 158, at 13.

233, M. at13-14.

234. H.R. 5003, supra note 155; 5. 2171, supra note 155. See supra note 155.

235. See supra text accompanying note 155.

236. H.R. REP. NO. 983, supra note 158, at 15 (1984). The House Report incorrectly
refers to the Patent Policy Statement as an Executive Order.

237. S. REP. NO. 662, 98th Cong., 2d Sess. 23 (1988).

238. See supranote 155.

239. See 35 U.S.C. § 200 {1988).
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corporate profits at government expense.?*? But any such concems have
long since been belied by the DOD experience of the past several
decades. There is little or nothing to indicate that the DOD practice of
granting title to subject inventions to contractors, regardless of size, has
been detrimental to the national interest.?** Conversely, it has been
amply dernonstrated that government retention of title to subject inven-
tions does little to aid in their commercialization, but instead frequently
serves as a disincentive to such commercialization,2%?

As has been noted,? the Bayh-Dole Act provides a framework to
develop a more uniform govemment patent policy. The dichotomy now
inherent in the Bayh-Dole Act can be readily remedied by amending the
Act to apply to government contractors in general rather than only to
small businesses and nonprofit organizations.?** Such an amendment
would incorporate the mandate of Executive Order 12,591 into statute,
while still providing sufficient agency discretion to protect the
government’s interest on those limited occasions when the government
should retain title to a particular subject invention.4

240. See, e.g., infra note 241, setting forth the views of Admiral Rickover.

241. See supra note 35 and accompanying text, But see the views expressed by Vice
Admiral H. G. Rickover, who was adamantly opposed to any ritle-granting policy. With
regard to the legislation that became the Bayh-Dole Act, he testified:

Based on 40 years experience in technology and dealing with various seg-
ments of American industry, I believe the bill would achieve exactly the oppo-
site of what ir purports, It would impede, not enhance, the development and dis-
semination of technology. It would hurt small business. It would inhibit com-
petition. It would promote greater concentration of economic power in the
hands of large corporations. It would be costly to the taxpayer.

H.R. REP. NO. 1307, 96th Cong., 2d Sess., pt. 2, a1 22 (1980). See also Rickover, Govern-
ment Patent Policy, 60 1. PAT. OFF. SOC'Y 14 (1978).

242. See supranote 155, See also supra note 208 and accompanying text,

243. See supra text accompanying note 214.

244, This would involve: (1) amending 35 U.S.C. § 202(a) and {c} 1o replace “nonprofit
organization or small business firm™ with *‘contractor™; (2) amending 35 U.S.C. § 203{1) to
teplace “small business firm or nenprofit organization” with “contractor’”; (3) amending 35
U.5.C. § 204 to replace “small business firm or nonprofit organization” and “small business
firm, nonprofit organization™ with “contractor”™; and {4) amending 35 U.S.C. § 210(2) to
delete “small business firms or nonprofit organizations.” In addition, 35 U.S.C. § 210(b)
should be deleted and 35 U.S.C. § 210(c) amended to read: “Any disposition of rights in
inventions made in accordance with the Statement of Government Patent Policy issued
February 18, 1983 or implementing regulations, including any disposition eccurring before
enactment of this section, are hereby autherized.” One limited exception to this amend-
ment would be to retain the present language of 35 U.S.C. § 202(cX7) (1988).

245. The exceptions as set forth in 35 U.5.C. § 202(a) are discretionary with the funding
agency. Executive Order 12,591 as presently drafted literally obligates executive agencies
not to use the discretion afforded by 35 U.S.C. § 202(a) 1o retain title but instead in all
instances where “permirted by law™ 10 grant title to the contractor. As a practical maiter,
there will be some instances in which, based on a case-by-case determination, exceptions
{i), (i1), or (ili) should be used 1o retain title in the government. In other words, some flexi-
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CONCLUSION

As Representative Kastenmeier has wisely pointed out, a primary
concern in evaluating the need for intellectual property legislation,
corrective or otherwise, is to apply the old adage that “if it ain’t broke,
don’t fix it.”2% But the DOE example discussed in detail in this article
clearly suggests that the present government patent policy is “broken”
and ought to be fixed.?*’ Establishing a more uniform government patent
policy can readily be accomplished within the existing legal framework
without violating existing principles or basic concepts. The property
rights involved are not new: agencies currently have discretion to grant
them if they choose to do so.2%

In summary, there appears to be no national security or any other
imperative that requires patent rights in subject inventions made under
DOE funding agreements to be treated differently than those in such
inventions made under any other government funding agreement through
any other agency. Nor is there any basis to differentiate among nonprofit
and for-profit contractors in determining disposition of rights to subject
inventions. Instead, there is much to recommend a presumption of title
in all subject inventions to the contractors, with but limited exceptions.
It is truly time for a more uniform government patent policy to be
adopted.

bility would be retained above that contemplated by the Executive Order.

246. See supra note 210.

247. M. L

248. The principles enunciated by Kastenmeier and Remington for new intellectual pro-
peny legislation, see supra note 210, have been met. Thus, the property rights involved are
clearly delineated. An analysis has been provided of the costs and benefits of the proposed
legislation. Finally, a showing has been made that the proposed Congressional action
serves a meritorious public purpose by enhaacing the economic competitiveness of this
couniry.
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APPENDIX |

CONDUCT OF RESEARCH AND DEVELOPMENT
BY MAJOR DEPARTMENTS AND AGENCIES

(In millions of dollars)

Department or Agency Obligations Outlays
1988 1989 1990 1988 1989 1990
act. est. est. act. est. est.

Defense—Military functions 37,063 38,879 41518 35417 37,306 39437
Health and Human Services 7,161 7,892 8375 6,862 7,345 8,094
(National Institutes of

Health) [1] (6,289} (6,791) (6.443) (6,031) (6,386) {6,616)
(Nationa! HIV Program) 921 414
National Aeronautics and

Space Admin. 4330 5,688 6,870 3832 4741 6,152
Energy 5,081 5,307 5,378 4989 5,259 5,501
National Science Foundation 1,533 1,664 1881 1494 1.634 1,756
Agriculwure 1,014 1,048 1,044 972 1,020 1,043
Interior 415 432 3&7 415 432 391
Environmental Protection ‘

Agency 347 386 421 340 364 405
Transportation 405 329 332 21 391 334
Commerce 561 441 201 413 449 278
Veterans Affairs 217 238 205 199 ° 208 201
Agency for Intemnational

Development 193 184 177 234 222 216
All other [2] 554 563 556 529 527 560
TOTAL 58,776 63,049 67.344 56,018 59.897 64,418

1 Totals for NIH in 1988 and 1989 include HIV funding. For 1990, all HIV funding is
proposed as a separate element within DHHS, the Mational HIV Program, and is not
included in the NIH 1otals.

2 Includes the Departments of Education, Justice, Housing and Urban Development and
Treasury, the Tennessee Valley Authority, the Smithsonian Institution, the Corps of
Engineers, and the Nuclear Regulatory Agency.

Source: See supra note 7.



1 Amounts reported in this table are included in totals for conduct of R&D.

2 Includes mathematics and computer sciences.
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APPENDIX 1T
CONDUCT OF BASIC RESEARCH
BY MAJOR DEPARTMENTS AND AGENCIES
(In millions of dollars) [1]
Department or Agency Obligations Qutlays

1988 19893 1990 1988 1989 1990

act. est. est. act. est. est.
Agencies supporting primarily
physical sciences and
engineering: [2)
National Science Foundarion 1,433 1,553 1,754 1,399 1,527 1,638
National Aeronaulics and

‘Space Administration 1,113 1,438 1,462 1019 1,318 1,407
Energy 1,183 1,303 1389 1171 1,304 1402
Defense—Military functions 873 939 939 836 936 954
Interior 126 147 128 129 148 131
Commerce 31 30 28 28 31 29
Other Agencies [3] 7 7 7 8 8 7
Subtotal 4,767 5418 5697 4,589 5270 5,567
Agencies supporting primarily
life and other sciences: [4]

Health and Human Services 4086 4417 4756 3914 4,152 4621
(National Institutes of .

Health)[5] (3.794) (4,062) (4,175) (3.644) (3.837) (4,16!)
Agriculture 477 490 Sit 457 479 459
Smithsonian Institution 75 79 87 73 78 85
Environmental Protection

Agency 27 44 76 28 40 73
Veterans Affairs 17 19 16 16 18 16

-~ Other Agencies [6] 20 21 17 20 18 I8
Subtotal 4703 5,070 5463 4507 478 5311
TOTAL 9470 10488 11,160 4,507 4,786 10,056

3 Includes the Corps of Engineers, the Tennessee Valley Authority, and the Department

of Transportation.

4. Includes psychology and social sciences.
5 Totals for NIH in 1988 and 1989 includes HIV funding. For 1990, all HIV funding is
propored as a separate element within DHHS, the Natignal HIV Program, and is not

included in the NIH totals.

6 Includes the Departments of Education, Labor, Justice, and Treasury, and the Agency

for Intemnational Development.

Source: See supra note 7.






