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NASA's viewpoint, the issue is not one of who technically
holds title, but of defining and nacrowing the center
range in the interests of commercial utilizaticon,
uniformity and predictability, cont:actor participation,
and administrative ecase. A clear understanding of the
present policies and practices would aid in placing this
issue in a proper perspective,

Pagae 2, paragraph 2:

NASA's waiver policy, as well ag thoe comment regarding
NASA'®s waiver experience, is incompletely stated. NASA's
statutory waiver auvthority is broadly stated (hroader,

for example, than that of DOE becaune of inherent differences
in agency missions). NASA's implem:nting wailver requlations
are guided by the Presidential etatoment and all walvers
granted are congistant therewith. ''hese regulations allow
for either blanket waiver (in advance of contract) ox

waiver for individual identified inventions {after contract)
under variously stated circumstances (essentially as set
forth in the Presidantial statement}. With this undex-
atanding of NASA's wvalver policy, the parventhetical state-
ment regarding NASA's waiver expericnce is mora accurately
stated:; " {NASA waives title upon request approximately 60%
of the time in the case of waivers in advance of contract,
and 85% in the case of identified inventions. Overxrall,
howeveay, NASA has walved title (commercial rights) to less

- than 5% of the inventions resulting from NASA contracts).®

Page 3, paragraph 1:

This ig an incomplete summary of the recommendation of the
Commission on Government Procurement and subseguent
activities of the "interagency committee" thereafter. The
basic recommendation of the Commission (I-1) was for all
agencies to implement the revised (1971) Presidential
statement of Governient patent policy "promptly and
uniformly" (to the cxtent consistent with exisiing statutes).
This was achieved by the nonstatutory agencies by the
isguance of part 1-9, Subpart 9.1 of the Federal Procurement
Regulations and amendment of Section IX, Part 1 of the Armed
Services Procuremeni: Regulations. FASA (among other agencies
with express statutory requirements) followed suit by
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revising their respective regulations to conform with
gimilar provisions in the FPR and the ASPR teo the axtent
consisgtent with statute,

The Commission also drafted leglslation for the purpose
of identifying the alternatives it coneidered (which became
known as an "alternate approachk®) for the alleocation of
inventlion rights between the Government and itz con-
tractors. This alternate approach would have allowed
contracters to retain “principle rights® (not specified
a8 being either title or an exclusive license) at the
time of contracting in most situnations., Exceptions were
made where the Government fundad the invention to the
point of commercial application, and in certain situations
relating to nonprofit ipstituticons., There were also
strengthened “march-in® rights, and the eatablishment of
a review board to administer such zights. This waz
therefore a balanced approach somewhere in the middle

of the title ve. license spectrum,

in the fall of 19735 the Chairman of the former Commitise

on Government Patent Policy (of the Federal Council for
Science and Technology) reguested its Buscutive Sub-~
committes to exuplore options for Governmeni-wide

legiglation in thisz area, and to draft legislation

baged on 2 selscted option, Several options wore raw
viewed, two of which were baged on varistions of the
Commission's alternate approach. Aftex extensive discussion,
the Commitise selected a variation of the alternate approach
which would define the "principle zights® retained by the
contractor ag a Jdefeasible title in the contractor, subject
to strengthened and extensive march-in zights. The other
variation would have been title in the Government with

the contractor obtalning a guarantesd period of exclusivity
subject te essentially the same mmroh-in righte. In both
variations it was felt that, in the interests of uniformity
and administrative ease, thexe woild be no exceptions at
the time of contracting, but that the balaneing of interests
would be achisved by the strengthened march-in zighta. As
the result ©f thils decision the Zxecutive Subwonmi

drafted the leglslation which was subsequently appréved

by the Committee and forwarded to QM8 in the fall of 1976.




- Bxecutive Order 10026 (1350) app

Page 3, paragxaph 3:

Az a matter of clarity. the coverage of Federal employeas’
rights and the licensing of Government~owned palents in
H.R. 8596 is virtuslly the same as the coverage of these
igsues in the bill forwarded by the Committes on Government
Patent Policy to OMB, Such coversage is not newy ratheyx, it

merely codifies existing policiea, regulations and procedures.

Specifically, the employee xights coverage is based on
pplicable to most agencies,
including HASA. The licensing coverage is comsistent with
the Federal Property Management Regulations and similax
regulations of agenciles (such as RASA) having statutory
anthority in this axea, a8 well as the licenzing activitiss
of BTI8 in coordination with, and support of, gthex
agencies. There are no known substantive areas of con-
troversy on these izsues ag there iz with the allocation
of rights issue.

2. POSSIBLE ALNERHATIVES

All the possible policy alternativee have nob besn ade~
quately stated. This is becsuse the Jicensze and title
options are get forth in a wannar that highliighte the .
extremes of sach position, and do not comtaln an adequate
discussion of the balancing of interests, safeguards (i.e.,
"march-in® rights) and/or flexibility (i.e., walvexr
criteria) necessary to allow consideration of a center
pesition. Such balancing and safeguards, with atiendant
£flexiblility, have been sufflciently develeped in the courge
of past reviews such that dehates wver the adeption of
either a title or license are no longer very useful. In
our view, basic cbiectives such as commerclal uwtilization,
uniformity and administrative ease can be achieved while
at the same time allaying concerns over undus market
concentyation and windfalis, Taking this approach, it

is gquite possible that legislation along the lines

of elthar the alternate approach of the Procurement
Commission or the draft of the Commititee on Guvermment
Patent Policy conld achieve an agoeptable center position
and avoid extensive debate over who, technically, holds -
title. Since this alternative represents concepts closex
w0 the present policies or stated preferences of most wmajor
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R&D agencies, we recommend that it be positively stated
as an option rather than alluded to az possible only
after elther first selecting & gltle or licenmse option
or formulating a new policy,

A presentation of this balanced alternative is pazticularly
important to the extent thot comments on the Draft Decision
paper will be wtilizaed to formmlate a position on H.,R., 88956,
There lz needed, to achieve this position, a substantive
comparizon of H,R, 8596 to an agreed-upon center position
and not additienal comments on H.R., 8596, per se, (The
position of KASA on H.R, 8596 was suhmitted to OMB in
mid-1977}). To the extent the Draft Desclision paper
presently deals with B, R, 8596, it Iimplieas that H.R. 859
is tantamount to the broadly-stated extweme of the license
policy, an implication that is misleading.

3. PRESENTATION OF ALTERHMATIVES

rthe statements presented in support of ths vaxicus policies
options are dirvectad in the main to the conaeguences of
adopting or not adopting the particulaxr poliey in gquestion,
with no clear, concime statement of the objectives of a
Government~wide patent policy, independent of the option
selected to achieve these objectives. Particuplarliy, the
proponents of the title peliacy focus on the negative

agpecta of not zdopting their policy, with no clear in-
dication of the positive objectives to be scught by adopting
such & policy.

What is needed, HASA feelp, iz a statement of positive
objectives to be sought by any patent policy, and when

a congensus im reached, an approach adopted to bhest
achieve these objectives. Thiz approach can be structured
to contain the balancing and safeguards nees

ad to alleviats
any perceived negative congseguencaz., When this iz done the
lasue of where title resides should become a secondary
consideration. wWith this in mind, the following specific
comments are made regarding each gpption, as presenteds

The policy places greatest emphasis on commes
utilization, an obiective which BASA supports. ﬁth&x




stated atitributes are also consistent with various
chjectives found in the Procurement Commission report

and the Presidential statement., RHowaever, the comment

on administrative burdens regazding domestic and foreign
£iling is not understood. The issue of administrative
hurdens (in the context of a policy for the allecation of
rights) relates to the guestion of case-by~case determi~
nations of whoather or not ¢to leavs title with the cone
tractor, and generally does not relate to the guestion of
the Government £iling for, and licensing, patents. Any
policy only affords the contractor mn option or right to
file on elected inventions, and agencies may file fox,
ohtain and license patents {(both demestlic and foreign)
when the contractor does not elect to file. Thisz practice
is essentially the zame for the major R&D agenciss whether
operating under a statutory title pollicy {(with walver
authority) or the Presidential atatement. Thus, the state-
nent regarding £iling and licensing., and the statemont
regaxding the “small number of government patents,* i=z
unclear in that the United States Government ls the largest
single holder of domestic patents, and doss license these

patente.

b. Cption II, Title Policy

The objectives the proponents sesk under this policy
ara unclear; cwphasis is on parceived negative aspects of
the license policy rather than positive results o be
achieved under a title policy.

Mogt Government R&D contracts are in support of the Govern-
ment’s needs, mizsions and objectives, and not €0 make and
commercialize inventions. If inventions are made, they are
often ancillary to contract reguirements, and in many
instances regulre additional private risk capital to achieve
commercialization. Thuas, the “windfall® argument appears
relevant only in those limited situations where the intent
of the Government is to fund inventions made under a
contract to the point of commercial application.

e, Option ITT, Status Quo

o apecific comments.




purposes of the ?xaaident&ml @@&icy gtatement, and.th@xew
fore difficult to distinguish from the ptatuz guo

reviews towards the formulation of & now g@li@y ﬁhﬁnié take
cognizance of the efforts of the Procurement Comalssion and
the former Committee on Government Patent ?@&i&y subseguant
to the revised Presidential statement.

It iz not clesar that extensive drafiing of new
logizlation ig required under this option. Rather,
aontenticons of "windfalis® should be analyzed o determine
to what extent, and under what gircumstances they coour.

If theyre iz real reagon for contern, then the issuve cpuld
be resolved by adjustments {(for emamnple, to the march-in
rights) to existing halanced approaches such as the Procurae-
ment Commiszsion's alternate approach or the appyoach
drafted by the Executive Subcommittes.

4, HASA'S POSITION ON STATED ALTERNATIVES

a, Given the alternatives as presented, HASA prefars
Option 1I¥z. while the status guo may not be the optimum
for all agencies, NASE belleves that under Section 305 of
the space Act {(as sugmented by the Presidential Policy
Statement), it has a flexible pulicy and procedures that
work well, are well understood by ites enmploywes, contractors
and licenseas, and schieve commercial utilizetion of its
inventions (both %hm@&gh waiver o contractors and licenses
o thixd parties). ZA8L Joen reotgnisze, howsver. the
degirablility of wiformity, and wonld support middie-
ground legislation that maintaineg 2 balance betwesn the
intovents of the Sovernment, itz contractors and the
public whilo at the same tine hasizing commeycial
: ut&liaak&an of Government~funded technology.

B, Thus, HSA would, as itm mecond position, be
willing to paxkia&gaﬁa, under Option IV, in & review
group convened by FCCSET penment-wide

T f@gml&ﬁ@ B GOve
‘poliey. It ie, however, NASA's position that thers is




no need to review the title vs., lloense dichotomy.

The arguments concerning both positions are well
established. More recent reviews and recommendatlions by
experts (including representatives of the major R&D
agencies) have evolved to a near-center position, This
position also has the general support of the business and
university communitissz, Examples are the alternate
approach of the Procurewment Commission and the draft

bill prepared by the Executive Suboommittes (of the Comw-
mittee on Goveyxnment Patent Policy). Thus, efforts should
ba focused on ldentified, leoclated, and substantive sxees
of differences that need to be resclwed to achlieve an
accaptable middle position, rather then the philosophilc

extremes of a fitle or license policy.

«¢. HASA cannot support elther Option T (lLicense
policy) or Option II (title policy)} az presented; that is,
lacking any definition ox guldelines for the “maxch-in®
- zights or assurances neaded e protect the interests
pf the Govermment and the public on the one hand, ox
the walvexr flexibkility needed to promote commarcial
utilization on the other. Wewe such definitions and
guidelines provided, the possibility exists that either
option could be rather cloge to a3 genter positicon which
NASA would seriously conmider.

d. BASA cannot, based on presept informabtion and
experience, support Option V. This iz a totally new
concaept regarding CGovernment patent policy. WhEA's
present policy, like that of most osther agencies, is
hased on such factors as comserceial utilization, con-
tractor pazrticipation, and ~*vwwtit&@ﬁ# aot on
monies to the Government aither as patent soysltles or
recoupment. It iz imgortant to maintaln & &iﬁt&ﬂ@%@ﬁa
between the uwaderlying concepts of s 255
to the zale of physical products o
legal rights embodied in a pﬁ%ﬁ&ﬁ

A - CIEP D 23 ﬁ@iﬁﬂi&ﬁ@ﬁ)
iz limited to e@mtraatiﬁg siﬁu&%&a&@ ﬁ&axe Go it
provide a apasial benefit to the m@ﬂﬁxﬁat@z. w@u&i&y
through resale of the sams product o sexvigesr provided
to the Government. The presence or absences of inventions
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or patente in a *recouped® comiract is irrelevant te the
recoupment operaticn. Patent rights represaent legal rights
regarding the permigsion to practice inventions, and not
the physical embodiment of the inventions themselves. In
many instances a patent holder has to invest additicmal
risk capltal to achieve commercialimation by developing

a physical embodiment. For the Government to imposs
money return raguirement in these clroumstances could be
a dlsincentive to commercialization, and would add to

the cost of the product or service provided to the publie.
HASA believes, therefore, that such requirements should
be applied only whers Government-funding of a physical
enbodiment provides special henefit te the contractor
{(based on criteria such as found in the CIEPF I 23 Guide~
lines), and not merely as the result ¢f zlloeation of
patent rights.

The enly area whare racoupment may be relevant iz in those
instances where it is the intention of the Govermment to
fund the inventiones made under contract to the point of
commercial application. The teraditional approach in such
instances has been for the GCovernment to normally acguire
title, or to grant walver or principle rights enly under
stringent circumstances. This resuits in a mixed gitle

and license policy, depending on the Govermment's inteation
in a2 given contracting situation, with the potential for
inconsistencies, delays and administrative burdens
associated with case-by-case determinations. Am alternative
could be to reguire a royalty payment in thie specifically
defined circumstance, while at the eame time malntaining

2 uniform and consistent pollicy regarding the exclugive or
principle rights retained by the contractor at the time of
contracting., This could be achieved by wmodification to a
middle-ground licenge policy such as the Executive Fub-
committee’s draft biily it would not reguire extensive
drafting of new legislation,

Also, lacking any information as to the criteriz for, or
extent of, using patent rights asz a mechanism for return
of royalties to the Govermment, & good possibility exists
that if implemented as a general policy the aduinistrative
burdens and expense of managing such s preogram would be
substantial.
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fn our discussion with Mr. James Jura in which HWASA

raceived & one-wask extenszion for our comwents, Mr. Jurs
asked NASA, in addition to commenting on the drafe policy
statement, to sugyest any speeific changes we beliaeve would
‘be approprizte. We would be plsased to work with My, Jura
on specific changes, and in that connection ¥y. ﬁmh@rt Fampt,
Apsistant General Counsel for Patent Matters, stands ready

U to agsist,.  However, given the wmount of i&ﬁ@?&@%ﬁﬁy work

already done in this area, we telieve that Sy ﬁfﬁf&iﬁg
effort on a policy should inelude x@gr&&&nﬁ&t&@@ﬁ ©f the
nost interested agencies. In the pust, a8 you know, the
interagency efforts were carried out by ﬁ&h#ﬁfﬂﬁ?& nder
FOCERT. Ar polinted out in qxea%ax datail above, the first
step in any redeafting should be & formulation of the
chjactives to be sought by what&v&r.paliey im x@wmmm@nﬁea.

W@ appxaaiak@ the @ygartunity t@ gxavi&@ ammw@nta zmﬁ
suggestions in this important poliey ares, and. ax@*willing
to provide whatever asssistance wo ¢an in a@vaiagia@ &
uniform, Govermment-wide yat&nt g@li@y.

_ sinaazmly,

Gr:gm“‘” aio
‘ Gﬂf’uh{ daoin

8. Neil Emaanhall
Genaral Counsel

GP-@/ﬁFx/ct/3~10~78




