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OFFICE OF SCIENTIFIC RESEARCH AND DEVSLOPHMENT

WASHINGTON, D. C.
Hovembor 2, 1945 - -

COPY

The Honorable John F. Sonnett AU
Acting Head, Claims Division O Wi
Department of Justice ) ' '
Washington, D, C,

Dear lir, Sonnetts

Your predecessor, iir. Rawlings Ragland, by letter dated Auzust
14, 1945 transmitted to me a copy of the "First Report of the Attorney
General to the President! covering the Department of Justice Fatent
Policy Survey.

On August 20 I acknowledged receipt of the copy of the report
and pointed out that although I had not had opportunity to study the
document with the care that I wished to give it, there was one matter
of importance which I desired to bring to your attention at that time,
namely, the treatment of industrial contractors as though their. positions
with respect to the Government were exactly the same as those of Government
employees.

In my letter I pointed out that an indepcndent contractor ofven
brings to the research that he does for the Goverrment undcr contract
not only previous Wknow-how, but a substantial investment of tim., noney,
and personnel in such rescarch and that this investment should in equity
be recognized by the Government in contracting for further rescarch. In
my letter I also stated that whilc I was inclined to agree with thc con~-
clusions contained in the rcport with respcet to Government cmployucs,
such conclusions introduced problums of their ovm and I would writc jou
in morc dctail about thesc matters in the ncar future, -

Since that timc¢ I hdvc had- opportunity to give the matter further
thought and obtain th¢ views of others. In this conncction, I have had
opportunity to rcvicw Scerctary of \jar Pattirsonts lotter to you of
Scptcmber 24, 1945 In that letter he scts forth threc rcasons why a
mandatory rcquircment that full ovmcership by the Governmont of patunts
eventuating under all Government contracts should not bc madce In this
connccetion I should likc to bring to your attention the Report of tho
Federal Aviation Cormission of January, 1935 (74th Congress, lst Scssion,
Scnatc Document No. 15) wherce at pages 176 and 177 HMr. Clark Howell,
Chairman, Mr, Edward P, Warncr, Vicc Chairman, lkssrs, Albcrt J, Burrcs,
Jeromc C. Hunsakcr, Franklin K, Lanc, Jre., as mcmbers of the Coraission,
and Mr, J. Carroll Conc as Exccutive Scerctary to the Commission, arc of
the samc viow as Judge Pattorson,
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I fully agree with Judge Patterson in each of the reasons:why
contractors should not be required to agsign title to theﬂr'anEntlons
to the Government and add that if such requlrenent had been in existence
in 1940 this Office could not have accompl;shed the objectives obtained
by it in the successful prosecution of the war, The views of ths

gentlemen mentioned above should not be passed over without serious
con81deratlon.

As to-the policy to be establlshed for 1nventlons of employees
of thc Government, the Secretary of Var is,of the view that they, like
deveclopment contractors, must bc dealt with on the basis of fair dealing -
in the individual case. He points out that; inn the expcricnce of the
War Department many notable contributions of vital importance to -the
national defensc have bcen cvolvod under the practice of lcaving com—
mercial rights in the inventor and that this systea of incentive may
be worth morc to all the pcople than it ¢osts somc of thume Hu then
urges in licu of recommonding to the President that thusc mattors bo
handlcd by Zxeccutive Urdor, you rocommcnd that they be disposcd of by
lcgislation duly introduccd bufors the Congress in viow of (1) the great
public intereost in the mattor, (2) the diversity of opinion which has
always beon associatod with thesc quostions, (3) the fact that such
procedurc will afford to Govermment omployecs and devielopawnt contractors
an opportunity to present tholr vicis to Corgriess, and (1) the opinion
of the majority of tho court in thc casc of Unitoed Stabes v Dubilicr
Condcnser Corporation, 289 US 178 to thu cffcet that thesc guestions
should be handled by legislation rathcr than by adninistrative rcgulation.

I join the Sceerotary of War in urging th 2t thosc questions bo
not disposed of by precipitous Ixccutive srdcr, but that thkoy boe sub--
mittod to Congress to thc cnd that it may obtain the vicws of all
intorcsted, and thon determine the question by duly cnacted legislation,

Very truly yours,

(Signed) V, Bush
Vo Bu'Sh .
- . : Dircetor ” ..

;;;;;;;;;;;;3
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COFPY WAR DEPARTHENT
- . OFFICZ OF THE UNDER SECRi:TARY
mLSHINGTO.l‘I, Do c‘

2/, September 1945

Honorable John F, Sonnett . . - _-. .

Acting Head, Claims Division

.- Department of Justice
‘Washington 25, D, C,

.Dear Mr, Sonnett;

- In his letter to me of Aubust 1, 1945 your predecessor, Hr,
Ragland, requested an expression of my views regarding a proposed report
which the Attorney General contemplates submitting to the President con-
cerning the patent policies of the Government., The portions of the pro-
posed report which particularly concern the War Department are those which
suggest an Executive Order making mandatory the inclusion of certain patent
provisions in all development contracts and contracts with Government
enployces, subject to deviation only upon application in individual cases
to an interdepartmental Government Patents Board. These proposed patent
provisions providc for an assigmment to thc Government of all inventions
made in thc performancc of such contracts.

In view of its expericncc in this ficld, the liar Jepartment wwould
feel compelled strongly to objeet to your proposud recommendations of an
txccutive Order of this kind, “or rcasons which I summarize below, I.
belicve such an Executive Ordcr would constitutc so scrious an obstaclc to
the maintenance of modorn and cfficlient armament in the days to comc, that
I rcquest that this letter, or a copy thercoi, bc transmittced to the
Prusident with the proposcd report if it be determined to makc substantially
the rcecommendations to which objeetion is licrc taken,

Certain typcs of mandatory contract provisions,,prescribéd by.Echu-

tive ‘Ordcr, have been used during the war, and they have nct -with. sub-

stantially uniform accoptance by Government supplicrs. Such provisions

includec th¢ anti-discrimination clausc, the warranty against payment of

contingent foes, and the likc, Such general -acecptance of those clauscs
affords no basis howcver to belicve that thue mandatory patent clausc you
proposc would mcct 'with cqual, or 1ndccd any, acccptance among Government
supplicrs. . .

N Ay

A mandatory r;quircment that full ownurship of cventuating patents
shall pass to thu Govermmcnt under all development contracts would in cffcct
rcquirc such contracts to includc not only the purchasc.of Government . rights
to usc thc knowledge achicved, but also the right to authorizc othcrs to
usc it for their privatce. commcrclal purposcs. .This would haw . threc
important cffoctse . . SRR
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First, it would seriously hinder the Govermment's obtaining con-
tractors able and qualified to undertake a particular research and de-
velopment project. The Government cannot effectively obtain research or
development by compulsion. Preductive research and develojment result only
from the. consent and cooperation of the contractor, In most cases the iiar
Deuartment has little-choice as to who the research or development contractor
shall be, Comaonly the selection must be made from a very small group of
qualified contractors, a large percentage of which are industrial organizations,
which are so qualified because of technical information and knéwledge acquired
in a competitive commercial market. The wartime experience of the War Depmtmant
is that such contractors are unwilling to scll inventions having an actual
or potential cormercial valuc to thame The proposed Zxccutive Order is -
certain to encounter scrious resistance from such qualifig¢d contractors -
which would gravely hanmper the programs of roscarch and developmont upon -
which thec®oflectivoness of our military cs'ba.bhslmbnt in tho ycars to comt
will chicfly rcst.

Second it would further narrow the uovermnent's choice in select:l.nu

contractors because in numerous cases the scientists employed by industry
insist upon retaining all or some part of tihe commercial rizhts in inventions
made in the performance of their duties. In these instances contractors
cariot agree to transfer to the Govermment inveniions made in the performance
o a development contract because of restrictive agreements between the con-
tractor and the inventors. The Government has no power to compel such
scientists to transfer their rights to the contractor or to the Govermment,
Accordin;ly, unless the Government is able to purchase such inventions froa
thase scientists at a Jg::':l.ce which can be justified it will bc comp..l.led to
let t.he contract with a less qualified contractor.
_ Third, it would yreatly increasc thi ovurall cost of rescarch and,
dov: 1lop!.'u,nt. lihen the contractor grants to the Government only the royalty—
. free right to practice and cause to be practicud for it:the inventibns made
in the performance of tiic contract, war Dunarthacnt cxpuricnec has beon that
th. contractor rcgards fair componsation as consisting of ustimatod costs

of thu work to bo done, plus a profit thurcon. ilowevur, when a contractor
is called upon to agrcc to-assign to. thu Governmment full title to inventions
madc in the performance of thc contract (with the right to liccns. othors)
the uxpericnee and <judgment of the war Department indicat.s 'thiat the con-
tractor, faccd with the fact' that his co..xmr.rc:.al cmpt.t:.tors will thus bu
free to usc the inventions, will rogard fair compuensation as including not
only the cstimatod costs of the work, plus a profit t.‘r..rdon, but also an
cvaluation of all past accumulated experiupec and xnor=no.; cnturing .ato

the -ork to b. don., togethur writh aduquatc compunsation for the loss of
cxclusive coumcrcial rights, The added cost thus cntailid -vould constitute
a substantial drain upon funds appropriatcd by Conzruss for rcscarchh and
dovclopment in the militery ostablislment and vould to that oxtunt -curtail
r.scarch and improvement in aid of the national decfinsce This rusult ould
bc 2 matter of scrious concern to the War Department,

- *
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With respect to Government employees, it is to be observed that
they, like development contractors, must be dealt with on the basis of fair
dealing in the individual case, The circumstances of employment vary widely
between the several Departments. In many laboratories, arsenals, proving
grounds and engineering installations of the War Department it has been
found that the ingenuity of the employee has been usefully stimulated by
leaving commercial rights in him, I appreciate fully the force of your
suggestion that this creates a contingency in which the employee may profit
personally, It must not be overlooked,.however, that in lLiar Department
establishments, engaged in perfecting the weapons and armaucnts of warfarc,
many notable contributions of vital importance to the national defensc have
been evolved under the practice of leaving commerclial rights in the inventorg
and that this system of inccntive may be worth more to all the pcoplc than
what it costs some of thom,

If, notwithstanding the forcgoing considcrations, you adherc to the.
recommcndations contained in the proposced report to thc cifcet that cvery
Goyermment agoncy, by rcgulations and by agrcument with cmployces and
contractors, shall rescrve the right to an assiznment of the title to overy
invention which involves the usc of Government facilitics, materials, time,
or funds or rclates to thc authorized or pourmissive functions of the umployce
or to the work callcd for by the contract, I urgc that in licu of rccommond=-
ing to thc President that thesc matters be handled by Exccutive Orduer, you
rccommond that they be disposed of by legislation duly introduccd before the
Congress in vicw of (i) the great public interest in the mattor, (ii) the
diversity of opinion which has always bccn associated with thosc questions,
(iii) the fact that such proccdure will afford to Government umployces and
development contractors an opportunity to present their vicis to Congross
and (iv) thc opinion of thc majority of thu court in the casc of Unitcd Statces
v Dubilicr Condenscr Corporation, 289 US 178 to the offoct that thosc questions
should be handled by logislation rather than by administrative rcgulation,

Sincercly yours,

signud

ROBSRT P, PATTERSON
Undcr Sceretary of War
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COPY : . 16 January 1947

M=HORANDUI! FOR THZ UNNOZR SECRETARY OF AR

SUBJ=ZCT: Comment on So iuch of the Proposed Government
Patent Policy Recommended in a Report Rendered
to the President by the Department of Justice
as Applies to Government rmployees,

The proposed policy recommended by the Department of
Justice to be applied by the War Department in dealing with its
employees who are potential inventors is, substantially, that the
Government take complete title to all inventions and patents made
by such employees.

The term "employeel when applied to the Army includes not
only stirictly military personnel such as officers, warrant officers,
and enlisted men, totalling around a million, but also approximatcly
455,010 War Department civilian employces (as of 30 Hovember 1946),
part of whom work in the War Department at Washington, De C., and the
balance in thc Field Scrvice outsidc Washington,-.but all of whom arc,
for purposcs of pay and administration, divided into eight categorics;
Profcssional and Subprofessional; Clorical, Administrative and Fiscal;
Custodial, Protcctivc and Crafts,

Sincc an invcntion is privatc property, as.held by the Su- ,
prumc Court in 1890 in Solomons v, Unitcd Statcs, 137 U, Se 342, 346,
and sincc maintainced, it cannot b:s takcn from. thc owmer by the Govern—~
ment without compensation whilce the 5th Admendmont to the Constitution
still stands, in the abscncc of a contract to convcy the samc to the
Governmcnt,

Therifore, in order to carry out the policy proposcd by
the Departmont of Justice, it would be necessary to place cvery
cmployce of the War Dopartment (Civil and ifilitary) undcr a contract
of cmployment which would provides<that the cmployecc assign all right,.
titlc and intecrest in cvery invention he may make whilc in Government
scrvicc.
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Such a procedure, aside from the practical difficulties
of operation, such as administration and the inequality of the
negotiating parties, would obviously so antagonize “employee®
inventors that the probable result would be that any inventions
they made would be concealed, or taken out for them as patents
by others outside the service. The general effect would be to
discourage, rather than encourage, invention,

It is believed that in the matter of inventions the
present wise and long-standing policy of the Government toward
its employees should remain undisturbed. That policy is that
the relation of the Govermment toward them is to be considered
the same as that of any corporate or other employer toward its
employees (where the common law relation of master and servant
has not been modified by contract).

This policy, as set forth in par. 7, sec, 3, of
AR 850-50, generally provides that:

(2) In the case of an cmployLe of the Lar De-
partment or of the Army who is M"specifically de81g-
nated or employed to invent a specific thing and docs
so at the expense of the Government, the title to the
invention and to thce patent obtained thereon bceomes
the property of thc Government¥; -

(b) If the invention tis. made in %hu coursc: of tho
gencral cmployment of such person on thc timc or at the
-expense of the Government but not by direct designation
‘or employment for that purpose, thc Govermnment has an . .. ,

- implied liconse to usc the inventior, but thc title
thercto and to the patent acquired thyrgon is the
property of the.inventort;

PR .

" {e) in cascs wherc thérc is ne d031gnatlon to
invent and the devclopment is not cvolved in thc line
of duty of thc cmploycc, thc Government inventor bo-
comes Mthe solc owmer of the invention and of the
patent acquired thercon, and no implicd liccnse
accrucs to thc United StatesY by recason of hlS Clil=
ployment.l
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In addition to thc considerablc logal difficulties
inherent in the modification of the present liar Department
policy proposed in the Departmgnt of Justice report, there is
the practical difficulty of reﬁhrding Govermment "employee
inventors for their inventions. In my opinion the hope of
financial reward offers the strongest incentive to invent,
Under the present policy, wherein the "employee! retains the
commercial rights to his invention, many valuable inventions
are made available to the Govermment on a royalty-free basis,
Unless a system of cash bonuses or promotions and salary in-
creases is provided which would substantially replace the
financial returns that might be realized from patent rights,
the incentive to invent will be destroyed and many valuable
men will be led to leave Government service and enter private
crploye

Considercd beth from thc lcgal standpoint and as a
question of practical, operative administrativc policy, a uniform
cquitable policy of procedure for the Goverrnment controlling its
relations with Government employees as to thcir inventions and
patents is highly desirable, but, becausc of public interest and
thc personal logal rights of the partics involved, such policy
can bc defined only by Congress and no power to doclarc such a
policy is, or can bc, lcgally vested in administrative officers.
This idcntical point is stated at length (pp, 205-~209) by Justicc
Roberts in writing thc docision of the Supreme Court in United
States v, Dubilior Condenscer Corp., 289 Us Se. 178, which samc
point was also concurrcd in by Justicc Stonc and Justice Cardozo
in scparatc opinions (ppe 219-223) in that casce

In vicw of thesc considerations it is recormended that
the War Departmcnt asscnt to the rccommcendation of the Departiwnt
of Justicc only to the oxtunt that thue decisions of the Suprome
Court as uxprusscd in Solomons ve Unitcd Status, 137 UeSe. 342 (1890),
and Unitod Statcs ve Dubilicr Condenscr Corp., 269 UlS. 178 (1933),
and the existing policy of -the War Department as cxprosscd in
AR 850-5C, lcgally and logically permite

USIGHEDY

THOLAS ', GREEN
Ma jor Genceral
The Judgec Advocate Goneral
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\IAR DEPARTMUENT
LASHINGTON
27 Jamuary 1947
The President
The White House
Dear Mr. President:

This letter is to express the views of the VWar Department with
respect to the Final Report made to you by the Attorney General, dated
October 9, 1946, recammending a uniform patemt policy far all goverment
agencies. The War Department has not seen this Report, but the Attorney
General submi.ted under date of December 6, 1946 a summary of the con-

"tents of the Report.

‘You are fully aware of the absolute necessity for an adequate
research and development program to meet the national defense needs
of the United States, Such a program will naturally result in many
new Inventions some of which will have commercial application. The
obvious purpose of the patent policies recommended by the Attorney
General is to assure full amd free use of such inventions when made
by Government employees or contructors, I realize the desirability
of a uniform policy and will accomplish this result. However, after
careful study and consideration, I am satisfied that adoption of the
recormendations would.wreck the ar Department's research and develop-
ment program.

On August 14, 1945, the Assistant Attorney General submitted a
similar plah for the consideration of the ijar Department. In my
reply of September 24, 1945, copy of which is inclosed, I pointed
out at same length the reasons why I was satisfied that plan would
not work. In a letter of November 2, 1945, copy of which is also
inclosed, Dr. Vannevar Bush, Director of the Office of Scientific
Research and Development, expressed his concurrence in my views,
The experience of the ‘ar Department since VJ-Day in attempting to
place research and development contracts has served to strengthen
my former views,

The facilities of the Government and of private organizations
engaged solely in research are wholly inadequate to meet the nesds of
the Viar and Navy Departments. The cost of acquirihg adequate facili-
ties and staffing them with cualified personnel would be prohibitive.
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Consecuently, we must devend upon industry for a l:rge and important
part of our program. Industrial concerns have exhibited extreme
reluctance to enter into research and development contracts under
present policies which are considered by them as unduly favorable to
the Government, The adoption of an arbitrary policy would make it
impossible to carry out our research and development program,

The exception provided in the Attorney General's plan would be
slow and cumbersome and would not overcome the objections of industry.
Moreover, final authority to determine whether a iar Department con-
tract could be made would be placed in the hands of the proposed
Patent Administrator, a Government official who would have no respon-
sibility for the national defense.

However, to comply as far as practicable with the spirit of the
Attorney General's recommendations, the Var Department will endeavor to
obtain title to inventlons made in the performance of research and
development contracts when feasible and provided the additional cost
therefor is not unreasonable. It is believed that agreements of this
type can be arranged with contractors who have no commercial patent
position to maintain, such as educational institutions anc organizations
whose main business is research and development, I am causing in-
structions to this effect to be issued to the procurement services.

The Government Patent Administration, as proposed by the Attorney
General, is unsatisfactory to the Var Department. Notwithstanding the
fact that, according {0 our estimates, the Yar and Navy Departments file
95% of all patent applications handled by governmental agencies, control
over 903 of all patents owned by the Government, and supply over 95% of
the federal funds expended for reséarch and development contraucting, the
VWar and Navy Departments are each accorded tut one representative on the
Government Patent Administration recommended by the Attorney General, as
against representatives from eleven other Government agencies and four
public grcups. lihile such a body might be valuable in a cocrdination and
advisory capacity, final administration of patent policies with respect
to contractual matters and employee relations should be left to the execu-
tive departments charged with responsibility therefor.

Inclosed herewith is an opinion of The Judge Advocate General which
explains the mresent Var Department practice with respect to inventions
made by employees. It also points out the necessity for legislation by
the Congress to put the proposed plan into effect. In my letter of
September 24, 1945, mentioned above, I pointed out the value to the ¥ar
Department of encouraging ingenuity on the part of employces. In my
opinion, the hope of financial reward offers the strongest incentive to
invent. Unless a system of cash bonuses or promotlons and salary
increases ia provided which would substantially replace the financial
returns that might be realized from patent rights, the incentive to
invent will be destroyed and meny valuable men will be led to enter
rrivate employment rather than Government service.
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To summarize, I believe it is imperative that the 'Jar Department be
free to negotliate contracts for research and development on the best
terms available in order that it can accomplish its mission of mroviding
for the national defense and that the maximum efficiency of the “ar
Department can best be obtained by allowing employees to retain title
to their inventions in accordance with existing regulations.

Respectfully yours,

(Signed) KENNETH C. ROYALL
Acting Secretary of Var
3 Incls:
l. Letter of Viar Department dated
9/24/15
2. Letter of OSRD dated 11/2/L5
3. Opinion of The Judge Advocate General

dated 1/16/47



