How To (And How Not To)
Deal With Inventorship In
Joint Agreements
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n agreement for the joint de-
velopment of new technol-
ogy is probably the most

difficult type of agreement for
businesspeople and lawyers to
negotiate, draft and administer.
Joint development agreements for
other business ventures are more
straightforward. For example, for
joint development of a shopping
center, the parties have architectural
plans and the parties know what
steps are required to complete the
project and know what the project
will look like when it is finished.
Joint projects for development of
new technology require having a
business plan and a legal agreement
for future technology and property
rights that do not exist at the time
the agreement is signed. Inaddition,
depending on the field of tech-
nology, it may be fairly unpre-
dictable whether the proposed
technology can be developed, and if
it can, what the final technology will
be. The business objective, of course,
is to create new technology that will
provide each party with a competi-
tive advantage over its competitors.
This competitive advantage can
normally only be secured with
patent rights that each party can use
to preclude its competitors from
copying the new technology in
the marketplace.

In the December, 2000 issue of les
Nouvelles, there is an excellent set of
papers on “ Allocations of Ownership
of Inventions in Joint Development
Agreements.” | recommend it for
your review. The purpose of this
presentation is to provide some
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additional practical suggestions for
structuring and administering tech-
nology joint development agree-
ments, specifically with respect to
inventorship issues. As | am sure
you have experienced, inventorship
issues among business managers
and inventors frequently involve
confusion, at best, and egos, at
worst. The inventorship issues
resulting from confusion and egos
are compounded exponentially in a
joint development project when the
business managers or inventors
perceive that rights to use the tech-
nology and/or rights to own patents
are at stake.

The Legal Basis of
Inventorship and Patent
Ownership

This paper is based on the United
States patent law, because of the
unique questions raised and pro-
blems caused by the specific require-
ments of the United States patent
law for inventorship determination
on patents. Inventorship is not the
same, legally, as authorship on a
paper or publication. The correct
legal determination of inventorship
on a patent is critical, because
inventorship determines ownership
of the patent.

United States patent law at 35
U.S.C. 111 states, “An application
for patent shall be made by the
inventor.” Under 35 U.S.C. 115 it is
further required that,” The applicant
shall make an oath that he believes
himself to be the original and first
inventor of the [invention] for which
he solicits a patent.” Under 35 U.S.C.
116 it is required that “When an
invention is made by two or more
persons jointly, they shall apply for
patent jointly and each shall make
the required oath.” This is the basis
in the U.S. law that requires every

U.S. patent application to be filed in
the name of the inventor(s) and to
be signed by the inventor(s). Thus,
the ownership of every U.S. patent
application initially rests with the
inventor(s). Ownership of the patent
application is then normally trans-
ferred to the company by an as-
signment document signed by
the inventor(s) pursuant to their
employment agreement. The usual
employment agreement says that
inventions made by the inventor(s)
are owned by the employer and the
inventor(s) must assign the patents
on those inventions to the employer.

When joint inventors are em-
ployed by separate employers, the
inventors’ respective assignments to
their respective employers result in
the employers being joint owners
of the patent application and the
resulting patent. The United States
patent law at 35 U.S.C. 262 provides
“In the absence of any agreement to
the contrary, each of the joint owners
of a patent may make, use, offer to
sell, or sell the patented invention
within the United States, or import
the patented invention into the
United States without the consent of
and without accounting to the
other owners.”

This means that each joint owner,
or co-owner, not only has the right
to practice commercially under the
patent without permission of the
other co-owner, but also has the right
to license whomever he desires
under whatever terms he selects
without permission of the other co-
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owner and without sharing any
profits or royalties with the other
co-owner. The end result of this
situation is that neither co-owner
alone can enforce the patent against
a third party to stop infringement,
because the accused infringer may
be able to obtain a license from the
other co-owner. Moreover, a court
will not permit a lawsuit to proceed
against an infringer unless the entire
ownership of patent, i.e., all owners,
join in the lawsuit. A co-owner who
does not want to be a party to a
lawsuit can license the infringer and
keep all of the royalties or license
fees, without any requirement to
share with the other co-owner. To
prevent this from happening, it is
necessary to have an agreement
between the co-owners, because
of the statutory language “in the
absence of an agreement to the
contrary.”

Inventions are sometimes jointly
made by employees of different
companies, when the companies do
not have an agreement between
them with respect to ownership of
inventions or patents. One common
way this can happen is when a
supplier’s employee is visiting
a customer and works with the
customer’s employee to solve a
particular technical problem. This
can result in a joint invention
which is jointly owned by the two
companies. After the fact, the two
companies may reach agreement
with respect to ownership rights and
licensing rights for that invention
and the resulting patent. But, if
they cannot reach agreement, the
statutory provision controls.

Proposing a Joint Develop-
ment Agreement

The purpose of a joint develop-
ment project is for two parties to
cooperate in development of new
technology which neither party can
develop alone. The objective of the
joint development agreement is to
set forth, in advance, the parties’
agreement on the ownership and
related rights with respect to the new
inventions and the future patents on
the new inventions. Typically, when
executives of two companies are
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proposing a joint technology devel-
opment project, the usual initial
approach is: “We will work together,
and what we invent is ours, what
you invent is yours and what we
jointly invent we will both own.”
This is usually followed by: “Our
patent lawyers will keep it sorted
out for us.” This approach has major
problems. The first problem is
that it leaves unresolved the co-
ownership issues addressed above.
The second problem is that patent
property ownership will be deter-
mined by inventorship. Another
problem, of course, is that lawyers
can’'t agree on anything; it is the
parties themselves who, as the
principals, must agree on owner-
ship issues.

Prescription for Disaster:
“What's ours is ours, what's
yours is yours and what’s joint
is both of ours.”

Ajoint project based on the above
approach is doomed from the start
for at least three reasons. First, a joint
invention will not be protected by a
patent which either party can use to
exclude competition and to provide
a competitive advantage in any
particular market. As explained
above, without any agreement to the
contrary, a jointly owned patent
cannot be used exclusively by either
party to stop third party infringe-
ment. Second, if ownership of the
resulting new technology is to be
determined by inventorship, it is in
each party’s interest to invent every-
thing themselves, without input
from or cooperation with the other
party, thus defeating the intent and
purpose of a joint development
project. Third, the determination of
inventorship for a particular inven-
tion is not exact; inventorship is
subject to differing opinions on the
underlying facts, is subject to legal
interpretation and may legally
change (due to claim amendments)
during the prosecution of a patent
application.

Taking these in reverse order, the
third problem, determination of
inventorship under U.S. patent
law, has been the subject of much
litigation and many different inter-

pretations by the courts of the legal
requirements for inventorship and
co-inventorship on U.S. patents. In
setting forth these legal require-
ments the courts have enumerated
various criteria for trying to deter-
mine whether an individual has
sufficiently contributed to an inven-
tion to qualify as the inventor or
as a co-inventor under the law.
Attached is a list of court decisions,
which make interesting reading on
the question of inventorship in
various situations. In general the
courts try to determine whether an
individual qualifies as the inventor
or a co-inventor under the patent
law by having intellectually con-
tributed to the inventive concept at
the conception of invention and/or
to the reduction to practice of the
invention. One of the few consistent
requirements in the various court
decisions is that the determination
of inventorship under the law must
be based on the invention defined
in the specific patent claims in
guestion. However, since patent
claims are usually amended and
changed during prosecution of the
application, it is not unusual that
inventorship on a particular appli-
cation must be changed because of
a change in the claims in the patent
application before the patent
is granted.

What becomes clear from the
above is that, from a practical stand-
point, it is impossible to divide up
and determine with any degree
of certainty allocation of future
property rights on new technology
based on inventorship. The business
people and the technical people of
one party to the joint project will
look to their own patent attorney to
determine what technology and
what patents that party will own
exclusively, what technology and
patents they must give up owner-
ship of to the other party and which
they must share ownership with the
other party. This puts the patent
attorney in the position of judge, jury
and executioner with respect to
establishing property rights based
on legal evaluations of inventorship.
Of course, whatever the patent
attorney concludes for that party’s
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rights is unlikely to agree with
the conclusions reached by the
patent attorney for the other party.
Moreover, the legal conclusions on
inventorship and patent ownership
reached by a patent attorney for one
party are frequently unpopular with
(if not unacceptable to) that party,
i.e., the attorney’s own client.

Under the above system, the
second problem stated above be-
comes apparent. It takes a very
short period of time for business
managers and technical people to
realize that, since lawyers and the
law are frustratingly unpredictable
and uncertain, the only acceptable
and predictable way to conduct the
joint development program in order
to get ownership of the patents on
the new technology may be to avoid
working with the technical people of
the other party. If technical ideas are
not disclosed to or discussed with
the other party, then you have a
better chance of preventing the
other party from ownership or co-
ownership of the new patents by
preventing them from being inven-
tors or co-inventors on the new
technology. Thus, the prescription
for disaster and failure of the joint
project is complete. This arrange-
ment for ownership of the new
technology patents is a complete
incentive for the technical people not
to work together jointly to develop
new technology. Even worse, the
two parties who are not communi-
cating may independently develop
the same invention and file separate,
competing patent applications,
which end up in an expensive inter-
ference proceeding in the USPTO
to determine who invented the
invention first.

Finally, the first problem stated
above also becomes apparent. If
those involved in a project do not
think they can invent everything
themselves, and preclude the tech-
nical people from the other party
from being co-inventors, their nat-
ural tendency may be the opposite
of the above. They will try to be co-
inventor on everything the other
party is working on. This is based
on a belief that it is better to be co-
inventor and co-owner than it is to
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have no ownership. If this happens,
most patents resulting from the
project will be co-owned, and, as
noted above, will not provide a
patent either party can use against
third party competitors, in the
absence of that all-important agree-
ment to the contrary.

The futility (and frustration) of
a technology joint development
arrangement which bases future
ownership of property rights
on inventorship determination is
obvious. There must be a better way,
and there is. The allocation of future
property rights which are expected
to result from a joint project for
development of new technology can
be based on an arrangement which
makes inventorship irrelevant to
determinations of patent ownership
and which encourages the technical
people to work together for the best
possible technology result and for
the maximum patent position
to benefit both parties in a pre-
dictable fashion.

Prescription for Success:
Market-Defined, Field of Use
Exclusivity for Each Party, Plus
the Unknown

This approach may make it diffi-
cult for business managers to
define and to agree upon project
terms from a technology standpoint.
It takes more effort to get the project
defined/planned and the appro-
priate agreement in place. It is
tiresome for business managers to
keep answering all of the law-
yers’ “what if” and “what about”
questions before agreement can be
reached and the project started.
However, it is less difficult dealing
with defining the project in market
terms at the beginning of the project
and reaching actual agreement on
the issues than it is to deal with the
uncertainties of not having appro-
priate patent rights at the conclusion
of the project because those patent
rights are to be allocated based
on inventorship determinations.
Business managers always fear
“leaving something on the table” in
negotiations, or giving up rights
to something that they didn’t under-
stand or that was unknown to them.

This market-defined approach en-
ables the business manager to nego-
tiate for rights on the basis of existing
market, desired market develop-
ment and future market protec-
tion, which are aspects that they
understand best.

On the positive side, forcing the
business managers to define a joint
technology development project in
terms of market-defined, exclusive
fields of use for future rights will
result in a much better planned
project with better defined tech-
nology and performance goals.
Business managers usually know
their markets extremely well, and
they can usually define with a fair
degree of certainty the exact market
they want to improve as a result of
the joint project, as well as any future
market they want to develop and
enter as a result of the joint project.
Business managers also usually
know very well the other party with
whom they propose to conduct the
joint development project, whether
the other party is or will be
supplier, customer, competitor or
other relationship.

In the context of the present mar-
ket, the business managers of each
party can define their own business
and the competitive objectives they
expect to achieve for their company
from the joint development project.
The two sets of objectives can then
be put together, first to determine
where the common advantages and
benefits of the joint project exist, i.e.,
what each party can do that the other
party cannot do themselves, and
second, to determine the problem
areas that must be resolved to reach
a workable agreement. Issues can
best be resolved on the respective
market (field of use) interests of each
party. This process will facilitate
defining the scope of the technology
research and development and
designating the particular personnel
to be dedicated by each party to
the project. With the scope of the
project thus defined, the future
property rights (ownership rights
and exclusive license rights) can be
allocated and agreed to on a market
by market basis.

The basic elements and checklist
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for assembling a project structure
and the defining agreement for this
market-defined approach to a joint
technology development project
include the following:

= Define the present market in
which Party A operates and desires
to have exclusive use of the new
technology, including the right to
enforce patent rights against its
competitors in that market.

= Define the present market in
which Party B operates and desires
to have exclusive use of the new
technology, including the right to
enforce patent rights against its
competitors in that market.

= Define any future market in which
Party A plans to enter and desires
to have exclusive use of the new
technology, including the right to
enforce patent rights against its
future competitors in that market.

= Define any future market in which
Party B plans to enter and desires
to have exclusive use of the new
technology, including the right to
enforce patent rights against its
future competitors in that market.

= Define any license market in
which Party A is best positioned to
license the new technology and
desires to have exclusive rights to
the new technology including, the
right to enforce patent rights against
the competitors of a licensee in
that market.

= Define any license market in
which Party B is best positioned to
license the new technology and
desires to have exclusive rights to
the new technology including, the
right to enforce patent rights against
the competitors of a licensee in
that market.

= Define any remaining markets as
the unknown remainder markets.

= Define the technology area in
which the parties will work together.

= Define the new technology as any
invention in the technology area
conceived by either party separately
or by the parties jointly between the
beginning date of the project and a
definite ending date of the project.
Thus, the new technology governed
by the agreement is clearly defined
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and is trackable by invention con-
ception records. This also defines
the beginning and the end of the
period of time the technology people
are working together under the
joint project.

= Define background technology as
any technical information and re-
lated intellectual property rights
owned by one party which may be
desirable to use by the other party
in the commercial use of the new
technology in the other party’s
present, future or license market.

= Require both parties to keep strict
laboratory notebook-type records
(signed, witnessed, dated) of each
invention conception event occur-
ring between the specified begin-
ning and ending dates. Similar
records are to be kept for reduction
to practice events. These records are
critical for the parties to determine
what inventions are new technology
subject to the joint development
agreement, i.e., those conceived
within the agreement time period.
Having the new technology defined
for purposes of rights under the
agreement, as inventions conceived
between certain fixed dates provides
an objective and predictable way for
the parties to determine the new
technology and consequent patents
which are under the agreement and
which are not. As noted above, the
new technology includes those
inventions conceived in the period
between the fixed dates but
reduced to practice during or after
the specified time period. These
invention and reduction to practice
records are also the exact evidence
records required in a USPTO inter-
ference for establishing priority of
invention date against any third
party who files a patent application
on the same invention, thus pro-
viding protection for both parties
against a third party.

= Require both parties to have their
dedicated technical personnel attend
regular technical meetings to discuss
new ideas and progress on new
technology. Require both parties to
provide regular technical reports on
new technology to the other party.

< Require that there be no further

technical discussion between the
parties after the end date of the
project.

= Provide for follow-up after the end
date of the project. At least two
residual things will happen after the
project end date after which the
parties are no longer working to-
gether. Either party may reduce to
practice a new technology invention
(conceived in the joint project), and
the other party will have full
defined rights to that new tech-
nology invention. Patent filing and
prosecution on new technology
inventions will continue after the
joint project termination date, and
each party will have full defined
rights with respect to each of the
resulting patents. Continued com-
munication and cooperation on
these two aspects will be required.

Under this market-defined, ex-
clusive field of use approach, each
party will have sole ownership of all
new technology inventions and the
related patents which primarily
relate to its own present market,
including control of the prosecution,
issuance, maintainance and enforce-
ment of those patents in its market.
These inventions and related patents
will be exclusively licensed to the
other party for the other party’s
present, future and license markets.
The best way to determine which
party should have ownership of a
particular patent, is to determine
which party will most likely need to
use that patent to sue infringers to
stop competition and protect its
competitive position in its present
market. That party will own the
patent for use in its present market,
and, consequently for its future and
license markets. Having the patent
issue in that party’s name also
provides the deterrent effect with
respect to that party’s competitors
in that party’s markets. The other
party is exclusively licensed under
that patent for the other party’s
present, future and license markets,
i.e., that patent cannot be licensed by
the owner to any third party in the
other party’s markets.

Since a particular patent may be
important to both parties in their
respective present or immediate
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future markets for protection of a
competitive position, the parties will
have to decide on a case-by-case
basis which party will own and
maintain that patent. In each case,
there will need to be a provision that
the other party may participate in
the filing and prosecution of the
patent, and may require assignment
to the other party to maintain the
patent in the event the owner party
elects not to prosecute or maintain
the patent. More importantly, there
will need to be a provision to require
assignment of any necessary patent
from the owner party to the other
party for purposes of enabling the
other party to sue an infringer in the
other party’s market area, then
assignment of the patent back to the
original owner party when the
litigation is completed or settled.
This enables each party who needs
to take legal action to protect a
competitive position in its market
to have sole ownership and sole
control of the patent for litigation,
without joining the other party in
the lawsuit.

For the unknown remainder mar-
kets, the parties will be required to
agree with respect to commercial
exploitation of the new technology
inventions and related patents in the
unknown markets on a case-by-case
basis as the opportunities arise. This
assures that the parties will share the
benefits of future unknown markets,
if any, and that neither party can
operate or license in those markets
without permission of and account-
ing to the other party.

The Real Advantage —
re: Inventorship

In addition to the predictable
control by the parties of patents on
new technology for use as com-
mercially needed in their respec-
tive markets, this market-defined,
exclusive field of use approach
removes inventorship as a factor in
determining ownership or control of
new technology patents. When the
technical people of the two parties
understand that patent ownership
and exclusive rights are already
determined and assured separate
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from inventorship determinations,
they can work together to the best
advantage of technology develop-
ment, without concern that working
with the other party may effect
patent ownership rights. This also
places the incentive for inventors
back where it belongs: to invent as
many new technology inventions as
possible. This produces the most
new technology inventions and
patents from the joint development
project. And the inventors can work
in this fashion with the comfort of
knowing that their company’s rights
are already fully protected regard-
less of inventorship determinations.

The business managers can have
the confidence that the rights of their
company are fully protected for their
markets relative to new technology
and patents from the joint develop-
ment regardless of inventorship
determinations. The managers can
make sure the conception of inven-
tion records are properly kept by
the technical personnel from the
beginning date to the ending date of
the joint project, because this is
what will determine what is and is
not new technology subject to
the agreement.

The inventorship determinations
on new technology inventions can
be made without concern about
affecting property rights or patent
ownership rights of one company or
the other. The patent attorney’s job
of legal determination of inventor-
ship on patents can remain just the
normal task of applying the law and
dealing with inventors’ egos.

Another benefit of this approach
is that it conforms better to the
unique U.S. Patent and Trademark
Office rules and practice relative
to “Terminal Disclaimers.” The
U.S. continuation application and
improvement patent application
practice, enables one to apply for
and to obtain additional claims to
subject matter that the Examiner
may not consider to be separately
patentable over the parent or first
patent. However, one can often
obtain approval of such additional
claims by filing in the second patent
application a Terminal Disclaimer,

which requires the second patent to
expire at the same time as the first
patent and requires the second
patent, at all times during its life, to
be commonly owned with the first
patent. Sometimes such improve-
ments are made by different or
additional inventors. Following the
approach suggested in this paper
assures that the ownership of
the first patent and improvement
patents subject to terminal dis-
claimers is always in the correct
party, regardless of inventorship
determinations.

March 2002



Examples of
Inventorship Cases

C.R.Bard, Inc. v. M3 Systems, Inc., 48
USPQ2d 1225 (Fed. Cir. 1998) - con-
ception is the key to inventorship.

Burroughs Wellcome Co. v. Barr Labo-
ratories, Inc., 32 USPQ2d 1915 (Fed.
Cir. 1994) - conception is the “touch-
stone” of inventorship.

University of Calif. v. Synbiotics Corp.,
29 USPQ 2d 1463 (S. D. Cal. 1993) -
suggesting an idea of a result with-
out also suggesting means of
accomplishing the result is not
inventorship.

Fina Oil & Chemical Co. v. Ewen, 43
USPQ2d 1935 (Fed. Cir. 1997) - con-
ception of a chemical must include
operative method of making it to be
inventor.

Ethicon, Inc. v. United States Surgical
Corp., 45 USPQ2d 1545 (Fed. Cir.
1998) - conception is the formation
of a definite idea of a complete and
operative invention as later applied
in practice.

Davis v. Carrier, 28 USPQ 227 (CCPA
1936) and Bac v. Loomis, 117 USPQ
29 (CCPA 1958) - after conception, if
failures along the way to reduction
to practice required deviations, those
responsible for the deviations may
be inventors, alone or jointly with
those responsible for the original
conception.

Kimberly-Clark v. Procter & Gamble
Co., Inc. 23 USPQ2d 1921 (Fed. Cir.
1992) - joint inventors must have
some quantum of collaboration, if
not by working together, then by one
building on the relevant information
of the other.

Sewall v. Walters, 30 USPQ2d 1356
(Fed. Cir. 1994) - the subject matter
specified in a patentable claim is
all that is used for determining
inventorship.

In re Cooper, 230 USPQ 638 (Comm.
Pat. T. M. 1985) - USPTO will not
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substitute un-named inventor in
place of named inventor without
consent of assignee of named
inventor.

Bemis v. Chevron, 203 USPQ 123 (9"
Cir. 1979) - court can substitute sec-
ond inventor for first inventor, but
only if in good faith and no decep-
tive intent to appropriate rights
of another.

Trans-World Manufacturing Corp. v. Al
Nyman & Sons, Inc., 219 USPQ 1059
(D. Del. 1983) - deliberate non-join-
der of co-inventor to gain prop-
erty right over omitted inventor is
grounds for invalidating the patent.

University of Colorado Foundation
Inc. v. American Cyanamid Co., 52
USPQ2d 1801 (Fed. Cir. 1999) - dis-
pute regarding not naming consult-
ant on vitamin formulation patent.

Pannu v. lolab Corp., 47 USPQ2d 1657
(Fed. Cir. 1998) - inventors who col-
laborated to conceive the invention
remain co-inventors even though
one inventor publically discloses his
portion of the invention more than
a year before filing.

Hess v. Advanced Cardiovascular Sys.,
Inc., 41 USPQ2d 1782 (Fed. Cir. 1997)
- not co-inventor if only assisting
inventor who conceived the oper-
able invention by providing pub-
lically available components for use
in the invention.

Stark v. Advanced Magnetics Inc., 43
USPQ2d 1321 (Fed. Cir. 1997) - cor-
rection of inventorship on patent can
be done when error was made with-
out any deceptive intent.

Amgen, Inc. v. Chugai Pharmaceutical
Co., 18 USPQ2d 1016 (Fed. Cir. 1991)
- if invention not clearly conceived
or understood, conception may not
occur until reduction to practice oc-
curs, resulting in simultaneous con-
ception and reduction to practice.

Acromed Corp. v. Sofamor Danek
Group, Inc., 59 USPQ2d 1130 (Fed
Cir. 2001) - proof in form of cor-
roboration witness required for

person not named as co-inventor to
prove contribution to conception of
claimed invention.

Breed v. Hughes Aircraft Co., 59
USPQ2d 1146 (CA 9 2001) - consult-
ant claims company omitted his
name from patent.

Chou v. The University of Chicago, 59
USPQ2d 1257 (Fed. Cir. 2001) - Court
of Appeals determines that grad stu-
dent/research assistant has standing
to sue if federal court to have name
added to patent.

Kosower v. Gutowitz and Eatoni Ergo-
nomics, 2001 U.S. Dist. Lexis 19111
(DC SDNY 2001) - court followed
Chou case with respect to jurisdiction
to determine inventorship on a
patent application and direct a party
to change it.

les Nouvelles



