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Introduction

For 20 years the U.S. government has been moving toward a uniform policy
regarding patent rights to inventions made in the course of Federally spon-

'sored rnsearch and devélodment. Orlglna ly that poli”y Favornd'mublic rpten—

- tlon of the rlght to such patents. Consensus now ex1sts that prlvatc owﬁer—'

.ship of such patents provides a stronger incentive to develop the 1nvent10n
and,AhOPefully, assure its fulleét use. With this'ihtent,.the Péteﬁt and
‘Trademark Amendments of 1980 (PL 96-517) gave to nonprofit organizations =
(inqluding universities)'and small busihesses'the right to elect‘title to
“inventions made while_engageﬁ in Federally funded research and.deﬁeiopment._
By ?*esidenﬁial Memorandum'this'policy wés exténdéd‘in February 1983 to all
"or"anizatidns conducting R&D for the Federal government,:to the extant n@t
other rwise pr5C1Ud°d by othcr legislationgzr |
This ﬂan=r examines the effec“ of this collﬂy on NASA's new techn010ﬂy

reportlng system which prov;des Lhe underlylng 1nformat1:1 bace for mucn of.
3_NASA s rnechnology Utilization Program The paper raviews aopllcab;a Federal
oollcy over the last 20 years, compares the recnnt changes w1tn MASA! s_tr::l-

tional pollcy, and evalnates implications of these changes.

'A Review of Federal °olicv
Tﬁe first effort to establzsh a geﬁeral government patent Dollcy was the
| P*esmdentlal Mnmorandum and Statement of Government Patent Policy 1ssued by

" President ¥annedy on Cbtober 10, 1963. This memorandum stated that, while
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‘ard marketing:'

uniformity may not be possible or desirable, greater consistency was needed.

™e 7olicy statesent recognized that timely commercial.zation is an important

factor in considering how best to protect the general public interest:

This statement of policy seeks to protect the public
interest by encouraging the Government to acquirs the prin-
cioal'*ights to inventions in situations whers the nature
of the work to be undertaken or the Government's past

' investment in the field of work favors full publlc access
to resulting inventions. On the other hand, the policy
recognizes that the public interest might also be served by
according exclusive commercial rights to5 the contractor in
situations where the contractor has an established nongov-
ernmental commercial positicn and where there is greater
likelihoed that the invention would be worked and opuk into
civilian use than would be the case if. the 11ventlon ‘were
made more freely available.

As this policy statement indicates, there was considerable room for interpre-
tation. = It did, however, create a general presumption that patent richts
should remain with the government, as a first option.

In 1971 President Nixon issued'a Presidential Memorandum and Statemént of

Government Patent Policy whwch reiterated that a single policy would be inap-—

: propriate_since circumstances among Federal agencies vary considerably. The
- major ch nge from the ‘1963 oollcy statement. was the “addltlonal aut.ority“

given to heads of departments and agencies “‘o grant ownershlp or exc1u51ve

use to their contractors on inventions arising from Government funded research

" where it 'is deemed necessary to create an incentive for further déveldpment

‘The shift in policy favofing private.ownership of patents was given
further impetus by the 1978 report of the Advisory Subcommittee on Patent and

quormauwon Policy of the Advisory Committee on Industrial Inmovation created

by President Carter s Comme:ce Depar tment. This group concluded that private

ownershlp_wou;d encourage irmovation and was, therefore, in the national

-

interest,
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3y 1980 Qongfess had become SJ-flClEﬂ 1y convinced to enact this poli:y
'into Public Law 96-317. However, only nonprofit organiéations and omall
bﬁsiness firms'(as defined by the Smell Business Administratimn) were given
the right to elect to take title to inventions arising during Federally funded
D.6 on ?ebruery lé,ilBBB,IPresident Reagan.issued a memorandum<directing
the heads of executiverdepartments and agencies to.extend this policy to all
oréaﬁizations.7 The "Fact Sheet" accompanying this.memorandum states tﬁat'
"[e]xperience has shown that, in most instanCes, allowing inventing organiza-
tions to retaln title to inventions made with Federal support is the best |
incentive to obtain ehe"risk capital necessary to develop technological_inno-

Vatious."8

-_eo*oarlng_ﬂASA Patent Po11cv and PL 96-517

Section 305 of the Mational. Aeronautlcs end Space Act of 1958 states that
inventions made'ouring work under a_NASA contract become the exclusive proper-
ty of the U.S. government uniess this right is specifically waived by NASA. 9.
™is waiver option :epreeented an apparent.libe:alization from atomic_energy .

'::esearch,policy under which government retentioo of ownership of inve:tions-
was virtually exc’”51ve.lo ”he 1moleme1eln3 regulaelons for thls waivar
ooption stateo thats

Among the most important goals thereof are to provide :

incentives to foster inventiveness and encourage reporting -

of -inventions made under NASA contracts, to provide for the

-widest practicable dissemination of n2w technology resul-

ting from NASA's programs, and to encourage the expeditious

development and adop*lon of this new technology for commer =~

cial ourposes.
The general ef;ect of Public Law 96-517 and the associated Presidential
Memorandum has been to transfer the waiver optiocn from NASA to its con-

ractors. Organizations conducting R&D under a NASA contract no longer need

-the space agency's approVal to take title to inventions resulting from their




Wwork. waever},they must take positive actlon oy flllng a disclosura notice,
£ollowed 5y.no£ifica:ion to elect title.
‘The new law also affects the time limits for reporting and patanting
inventions. DL 96-517 requires disclosure of each invention o the appro-
priate_Féderal agency “w1th1n a reasonable time after it is made. “13 _Recently
issued Fedetél Acguisition Régulations‘(FAR) establish a procedure for imple~
menting PL 96~-517, inoluding speoific time requirements.f Contractors'will be
_required_to discleze iﬁventions to the aporopfiate Tederal aqency'within L0
_"onohs after the invention has béen reoOrted to “contractor ce&soanel resoon-—
sible for patent matters." 4  Within twelve mont%s of such disclosure the'
contractor must decide whether to retaln title. The contractor then has two
-years follow1ng election to file for a patent.

In comparison, VASA’S new uecnqologj reDortlng procedures a11owed six
montns from the time tHe invention was made until NA:A was notified, Fbllowﬂ
-1ng'not1£1catlon, the contractor had up to six add itional months to elect to
take title and then another six months in which to flTe for patent. 15

Thus, the new Federal Acquisition Regulations allow the contractor more

time for invention disclosure and patent apnlication than'has MASA'S new. .

tachnolegy reporting procedure. Uhde: PQ, no tlme limit is s 1Fled Eor

 reporting inventions to contractor patent personnel, and after this reporting,

_the contractor has up to three years to apply for a patent——3as opposed to one |

'.2§§£ under past ﬁASA practics.
Furﬁhermore, AR USesS a mors narrow definition of what must be reportﬂd.
Only Datentable *nvent1ons must be reported, whe aag NASA has requlrnd reco*t;
on inventions, innovations, improvements and discoveries. The broader defini-
,tion"has enabled.NASA to be informed about innovations {such és new soft&are)

which may not be patentable but could be important in other applic_ationsQ16
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Table 1 summarizes this comparison of new TAR procedurss and MASA new

technology reporting practices:

- TABLE 1.
A COMPARTSON OF INVENTION REPORTING AND |
- PATENTING PROCEDURES (FAR) WITH NASA NEW TECHNOLOGY REPORTING*

from PL 96-317NASA -ﬂASA Vow TEChnologb_Regortlng

o What must be reported o patentable 1nvent10ns, innovatiens,
o _ _inventions improvements, discoveries
o Whena reported: ' C

to contractor

(internally} : _ unspecified : unspecified
to agency "~ within 2 mos - within 6 mos after

after disclosure invention
.80 contractor _ :
patent personnel

o Waen oatent electlon within 12 mos within 6 mos after report
- made after disclosure : '

o When patent anpllca~ : within 2 years within 6 mos after election
tion 1ade _ after election '

*Note: NASA's procurement ragulations conform to recently issued FAR amend-
. ments covering PL 96-517 and the Pre51dent1al Mbmorandum. This table con—
‘trasts “ﬁe systems ' B

It ig still too early to assess definitely the full impact of oL 96—517,
waich became effective in July 1981, ‘The best measure would be a compariscn

of commer01al aomllca*loqs of governmnnt sponsored lnventlons before and a

July 1981 ILac1ng inventions from Flkst reporting to commercial aopllcatlon
is a process beyond the scope of this study, as sufficient time haa not
elapsed EQIVSUCh a longitudinal analysis. A related factor clouding currently
.'available déta is the lag betﬁeen application and reporting. Indeed, many.of
._the inventions reported after Ju+y.l98l may not yet be "eleﬂted" or had

- patents applied for. As a resul;, & comparison of aDDllCathnS for Datent or

C-5




notification be::re and afcer uulz 1981 may :end to undarestimate the number
o aDD1ngt10nS ult*natelj occurring since the oassage of PL 95-317.
REﬂOﬂn*zing the shortceomings in data ava¢_aolllux, one means of assass-
ing the law' s effect is to compare the number of tlmES'NAbA contractors have
elected title to invehtions:befo:e and after July 1981. AlthOughlneither the
FAR measures nor previocus MNASA regulations specify a time for reporting inven-—
tionz to contractor personnel, one may assume that-substantial'lags are un-
- likely where ths contractor recognizes Dotential,commercial valuﬁ' That is;
if we assume that the time between lnventlon and elecg1ng tlble is relatlvnlj
brief, a comparison of the number of t;tle electlons repo;ted prOV1des a first
épprbximétion of the influence of the law.17 | |
.'Within MASA, this compariédn reveals that the policy change'has been
aécompanieﬂ by a decline in title elections. During the two years prior to
July 1981, individuals, zmall businesses, nonprofits and universities_reques—
ted patent waivers ori 22 inventions. "During the fifﬁt two years the law Qas:
in.full'eff6ct, July 1981 through'June 1983, NASA records reveal only two
._cases where these entluves elected title to inventions made under NASA con-—

tract or grant.l3 (3ee Table 2.)

TABLE 2. S - _

: REX:)UE‘STS FOR WAIVER OF NASA PATENT RIGHTS, July 1979-June 1981,

" OR ELECTION OF PATENT TITLE, July 1981-June 1983—Organizations
' 4. Under NASA Contract/Grant Subject to PL 96-517

Individual or

Pericd | _ Small Business Mot For Profit Uhiveréity TOTAL
July 1979-June 1981 17 1 4 22
July 1981-June 1983 i o 1 1 2




Is this decline from 22 to two the rasult of 2L 96-5172 It may well taka

'another-fivérﬁb*éééed‘yea rs to prov1ue a fully satisfactory answer. Ix
a?péa:s that’ PL,96—517 may have removed an incentive for reportlﬁg inventions
to NASA. Prior to the law, obtaining a patent waiver.from'NASA was an essen-
.tial-step to acquiring title Eo the invention. With passage'of the law, this
step is by-paSSed. As a réSult,'cdnt;aétbts no longer have thig incentive to
- report inventions to NASA. Neveitheless,.the contract still requires that
ihnovations be reported, and the law still requires that"inveh;ions subject to
| ?atent be disclosed. . | |

As part of this stu&y, thé Denver ReSearéh Institute_céntacted réptesen- 
ﬁaﬁiées Erom thé‘General,CounSel'é offices of the National Science Ebundétion
(NSF), the U.S. Department of Agriculture (USDA), and the Depariment of Health- -
and.Human'Services (HEHS). 21 three agencies.appa:entiy have éxperienced |
increases in reporting, although only two*éttribute& the increase to.PL 96—
517.20 |

From 1982 to 1983 invention disclosures at NSF have'climbed from an.
- annual average bf'around llO tb 150. 'Théserdisclosures are required of NS?
contrac;ors whether they plan to see? Jatnnts or not. Prior to passége_of the
.law, NSZ was 13n1°n in 3rant1ng paten; waivers. It is not_clear that_the
‘re t upsw1ng in reoortlng can be at tributed to PL 96~317.

At USDA’and HFD, increzses in reporting have been attributed to-bassage

of the law.f[USDA has a policy of retaining agency rights to lnventlons.
There, not more than one invention was repor;ed par year prlor to July 1981.
Since the 1aw has come into ef:ech, 31 inventions have been reported for
election to title. HHS reports that total inventiods, including-internal'_

lnventlons by employees, have risen fvom around 300 per year to 500 600 per

'year.
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L these thr2e agenciz2gs—-NS7, (5DA, or Wi3--is comparable to MASA in

" terms of its clientele who conduct research under contract or grant. (Se

1{H

- Attachment l} Eédeﬁal Obligations for Total nesearsh and Devalopment, By
Agency and Performer: Fiscal Year 1983.) ﬁearly all of the ektramural ra-
search and development ptograms of these threg agencies.are conducted in'
‘universities or other ﬁot—for~profit institutions, whereas 62 perceﬁt ot
MASA's éxtrémural rsseatch and development is conducted by indusﬁrié; firms.

| .Based on.an admittedly honspecific set of data, it apgéars_that invéntion
_rgporting has increaséd sinéé passégé_of PL 96-517. The MASA exgefienée with
title elections is an éxception-to thig. Mo data have been made available
which illustrate the law's effect on éommercializatioh of ﬁew_tgchnologies or
 ;innovatiQn:in general. Thé'correlation between innoﬁaﬁion,'reporting, and l
commercialization is not proven aﬁd, therefore, it is not séfe-to assume that

incteases in one area correspond to. increases in the others.

.Data gg.New Technology Reporting

.1though the relationship between patent law/procedures.aha MASA's Mew
~Technology Reporting P:ogrém has'yet tb'be'fully correlated statistically, the
'basic.tfend:of new-téchndlogy reporting to MASA is down during the périod that
.?L 95-3517 has been in effect. The total-decliné.anounted to;nearly 20 per-

cent. (See Table 3.)

1
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C)RTABL;.. NEW TECINOLOGY I'I'-'.__"‘MS REC'-.—]I‘.TED, \,O\TTP.AL' TOR AND IN-HOUSE

NASA Field céhtéf © July 1979-June 1981 ‘July 1981-June 1983

darshall | 643 . - ~ 388
Lewis B - .V e
_Langley' | | S T2 _ _ | s33
Kennedy - : . 56 7 : | ' . 80
Johnson S 656 495
JPL I - R N Ty
Goddara 9 133
e B | o _;_jﬁi - S 535
 omoras . 3,399 2,750

Another.indicator'of technology reportihg activity is the number of
feQuests reﬁeivéd by WASA Field Centers for Technical Support Packages (TSES}.
) TSPslare the more détailed,-techniqai back-up descriptions prepared for each
 "tech brieff that 1s published in Tech Briefs. Their purpose is té provide
sufficieﬁtly detailed engineering/scientific information so tha* potantial |
Qsers.can make an ‘informed judément about the desirability of further 1ﬂves“3- ;
,gaﬁion of the item. TSPs are mailed to.tﬁose who fequest them,-usual_y-on the
basis of_:eip;hing_a reader interest card enclosed in the issue 6f Tech Briefs_

~ that conéaiﬁéjéhe abstract of the pérticular techndlogy. Since the "“ech
':.briefs"-aré-ééfiVed.f:om-new technology items reported by NASA in-house labor-
:étorieS'and_COntractors, they repfesent'a delayed mééSure ¢f technology repor-.
‘ting--based upon the user's oersoeétive. Table 4 shows the same timé |
- pﬂ lods—Etwo years before and two years followzng the effectlve date of PL 96-
'.517. In addltlon, the third column shows the second full year when the new

law was in effect.
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.. REQUESTS FOR TECHNIC *CAT, SUPPORT DACKAGES

Ju-y 1979- T Juiy 1931~ T July 1995

riald Centér_% g June 1981 June- 1933 June 1933
warshall 297,853 66,587 15,000
Lewis - s c 2,440 © 559
| Langley o . ;4;334 L 9,780 '7'5,018
" Rennedy D 3,424 - '_1,535” S 3%
Johmson . 21,298 - 13,870 7,639
JPL T 60,835 Eh 32,391 | '13,770_
Goddard Coees0 6457 1,575
omes S e9 5;864 o 2,753
| Cpomn 429,268 . o138,8 o 46,717

There has been a dramatic decline in TSP rdquests, from before to after
the law's:e;;e tive Gate, and ‘an even more dramatlc fall-off the second year—-—
a further decline of nearly 51 percent from the previous year (July 1981-June

_'l98°) These data suggest that the cllmate for recortlng new technology
'7 within the NASA syshem has detariorated, pOSSlbly because of ‘the lack of.
7: incentives or leverage to‘stlmulate it. They also suggest thau what was
- reported proved to berof less intesrest to éotehtial users as there were far :

fewer requests. .

Conclusioau
| : Some conclusions are stréightforwérd. Federal policy, which once
A'supported DLbllC ownershl S, NOW favors private rzghts to inventions made under

Faderal sponsorshlp. The law emncdylng thls shift is less stringent (or

complete) in reporting requirements than previous MASA policy. Time limits




far reporting invéntions and applying for patentsrhave been extended. The
definition of‘teportabie items Has been narrowed. Since passége of.the law,
fewer title e?éétions have been reported to MASA, though invention reporting
aﬁ.severalrothéf agencies pfimarily catering to university-based research and
deVelopment haé increased, New technology reporting'to NASA has fallen sub-
stanfially. Is it significant that neither of the contractors electing title
to NéSArsponsored inventions in the twbe§ea: pariod Juiy 1981~J:né 1983 was a

small business? In the two years pricr to July 1981, 17 individuals or small

- businessas requested vatent waivers.

Other conclusions are more speculative. The law may be responsible for

the decline in both patent and new.technology reporting at MASA, perhaps

because it;;eléxed reporting stahdards and removed an incentive to report.
thar fécfors4could'influence invention revorting. What correlation is there
twéen the type of work done and the number of inventions reported? Are some._
technical endeavors more prone to lead to inventions than others? Could
chéhges in endeaver from year to year—not to mention the volume of activity—-—
lead to chénges in the_numbér 6ffinventions reporfed? Also, how do the |

policies and practices of contractors influence reporting? Some contracteors

‘are more assiduous in their reporting than others.

There remain too many unanswered questions to bz able to assure that the

' recent changes (PL 96~517 and the Presidential Memorandum), in conjunction

_with propdseajghanges {such as S.64) will not a&?efsely affect NASA's néw .

téchnologwaépdfting effofts, Indeed, what earlyrdata are available suggest

~substantial negative impact. Before postulating recommended avenpes for

“action, it is useful to recapitulate those elements of the new patent policy

which undermine new technology reporting in NASA, and to assess why they

appear to have that effect.




Tirst, PL 96-517 and the proposed extension via S.64 repeal 3action 303

Py

of the Natid‘ Aefoﬁautics‘and Space Act of 1958 which provides the basis for

new technology ;éporting, This charter législation was worded to expand what
new technology was to be reported bévond that typically covered in traditional

_patent matters. Since the revised legislation (PL 96-517 and the proposed

.8.64}) is directed at patent policy,-bréader concerns of new technology_repor~

ting ars basically ignored, yet its basis in lcgislative'authoritv is removed.

This clearl? weakens NASA; laverage to obtain the kind of new technology
reporting that has been the Foundaulon of. ﬂAaA' mechnologj Utilization

| _program. | | |
| Second, the more limited deflnltlon of what 1s to be reportad (lnnova—'_
tions that are patentable)_provides_no basis for an agency to require-broader__
techndlogy Eeporting and thereby.substantially réduces'répcrtinga A signifi-

- cant number of_épplicatiéns‘from NASA's Technology Utilization_program have |

' iﬁvolved non-patentable applications such as manageméent practices, computer
software, or incremental mddifications of processes or procadures. For ex-

amole, & review of alT new tnchnology items publlshed in NASA Tech Briefs,

Vblumes 5~ 8 (1981-84) show that 68. 6% rnpresent items not patented; when
estricted to 1tﬂms rﬁzortad only by corcractors, tﬁat ratio rises to 78. 9%.
pee Table 5, nelow. Only the organlzed efforts of the T Technology Utlllzatlon'

orogram,‘bf”l”wdh.new technology reporting is a-key_element,_provide a broad

'_awareness o) ch;technolo*y that otherwise would not come to the attention of

w1d=~ly dlverse potential users.




3.
ME TECDNOLOGY IT=MS PUSLISHED
IN NASA TECH BRIEFS, VOLME 5-8
© {1931-1984)

- ’ -~ f -

New Technolooy Items Published

 Source o Patented Not -Patented Total
In-house S 275 170 445
Contractor - 280 - 1045 1325
Total T . 555 o 1215 1770

Thizd, the-time limits’for reporting by conﬁrectors uﬁder the fecently
promulgated Federal Ac"u151tlon Regulatlons oermlt up to three tlmes as:long
- - from reporelng_to_patent action. First disclosure by the contractor to the

._agenej'may be deleyed'for an undetermined period until the;contractor offlce;
reeeonsible for ?atents.is officielly notified. This creates a circumstance
in which substantial delay_can occuf in making the b;oader cqmmunity of poten-—
tial users aware_of an ienovation. In addition, Gefensive behavior by con-
tractors is encouraged whereby innovations con51dered marglnal by the con~ -

tractor remain unrecorted to oreveﬁt unforseen beneflts to poeentlal compati-

| tors. That is, there would be neither anene;ve nor leverage from the
) egenciee to stimulate sﬁch #eporting and; thereby} greater_awareness; It

sﬁould be neted thaelthis problem is not as acute for agencies sucb es the
_Natlonal Scmence Foundatlon, the Department of HeaTth and Human oerv1ces, or
 the U.S. Denartment of Agrlculture wnere the research cllentele consists

_,prlnarly of unlve*51e1es and afflllated not—for—nro:1t groups. They do not
feel the same power of economic competltlon as_do the bulk of NASA reseerch
and develosment contraceors o

- In summary, alt Hough the data avallanle are fragmeneary and far from. |

definitive, when conblned with nearly 20 years of technology utlllzatlon
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ﬁtoerlahcn and-the logical im oac‘ on MASA of taa _mpae =nting regulations £or
the new Datent oollﬂy, Fhe overall ef:act is to undermine the new technology

raporting prccess and, tnereoy, weaken “‘”A S Tecnno_ogj Ut1717atlon Drogras

Avenues For Action

—-—

Con81aeratlon of the various. options for the action that NASA official

n

" might take to avoid damage to their new technglogy reporting system must be
assassed within the context of the administrative.and politiéal "climate™
within which these issues are"emﬁedded. If:espective of.wﬁat action MASA
officials.elecﬁ to take, a fundameﬁtal'tenet needs to be made forcéfully at
the outset: thelprincipal goal of recent and pfbposed patent.law change 1is
the same as that.of NASA’S new technology reportihg system ﬁamely{'the timgly'
and effective'comme:cialization stamming from Federally—spoﬁsored/oonducted
rasearch and development. The fact that this goal has been at the center of
NASA's newifechnologj reporting and technolegy utilization systams_for.oﬁer 20
years, and has been pursued with reasonable success, shouid earn NASA_a 
feasonably unbiased nearing as the issue ia dealt'with by -higher political

- levels in both the—Administfation and. the Congress.

| 'Anbther-factor needs ta'be amphasized: althéugh.consistency.has its
value, the drive for uniformity aéross.Federal agencies with respect to patant
- practices tends to ignore important.variaﬁions which are necessary_to"viable

- and produéﬁigé érograms——in this case the Technology Utilization pfogram.
Three factors seem to have been given insufiicient att entlon in the process of
. both legislative con51a=ratlon, and in interagency efforts to arrive at sub-
sequent regulatory framework Thgrflrst two are assumptlpns wnlchAseem ta be
'_zeasonabl but which are not supported by'actuallexcerience- (i) that indus-
try aggre531velj pursaes all/%bst "good“ innovations a-d (2) that the innova-

tor is the best judge of an invention's potentlal. The,third is the apparent

o




-lack of considzration given to the getrimental :'.m:aafw on MASA's new tachnology
reporting system and its subsequent 1moach on technol logy utilization ané
technology_ﬁféégferf' The third itsm has heen dealt with abqve'so a faw words
are in order 55-the two,assumptions._ |
The extensiﬁe literature.on how innovation flourishes and is brought to |
commerCLallzatlon is replet° with Lnstancns where companies have turned their
backs on 1nnovators within their respactlve organlzatlons, somaulmes 1eav1ng
to competitors or othe:s-to.cap;tallze on such decisions. 'waever, what 1s
. true aﬁd pertiﬁgnt to the'administration of patent pclicy is that the exclu-
sive use of an inventidn.is more aﬁt to stimulate its development'through
_incentives and more favorable terms for financing than if thé invention is
_acguired.on a_nonexclﬁsive-basis{ In this sense, thé_privéte se¢tor is the
: mo&e 1ikely candidate for exploitaﬁiqn of innovation. But the blanket trans-
fer of patent rights to the private sector in no wéy aséu;es commercial-
izztion. |
. Thé general thrust of the new patent policy assumes that the initiator
_findividual oﬁ institution) df‘an idez is bést placed to assess its potential;

and to act uoen it. Again, the history of innovation and experience in NASA's

Technology Utilization program does not bear this out. Often, the individual

Q
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nstitution where a new idea is first generated (and perhaps even applied)

is either not motivated or is untable to perceive h0w'such an innovation might

be applled ) total y different 1nsb1tutlonal or substanulve aoallcatzona.

:,*narefoze,:the'means by which to besh assure widest 90551ble aUpllCathH Ls to
-make that 1nfo;matlon available as broadly as,possible. This program of
awareness does not necesSérily.have to inﬁrude on the righﬁs of the invéntpr
or patent righﬁ;:holdersr Ihesefare reascnablyISAEEguardéd under the new
_technology repo;ting systém:gven és it provides.a wide opportunity to broad-

-cast the existence of the innovation.
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's new tachnology reporting

el

Finally;-it_needs'ﬁb be eﬁphasized.that WAS
system, eVeh7ﬁﬁaer the best of circumstances, is somewhat fragile. It cannot
work effectiﬁéiy.as-an automatic, mechanical :éporting system. It is most
effective where a sense of personal responsibility-is.exhibitéd.by both con-

tractor officials and MASA contract monitors. It depends a great deal upon an

informal network of personal association and comunications. However, with

rare exception, these networks are most unlikely to be established if there is

no formal recuirement for such in the contract instrument.

In summary, the general adminiétrative/political climate in which WAaSA

" must seek some "relief" from the general direction of current patent policy is
" one in which there is a strong consensus for shifting patent ownership to the

private sector. This policy reflects MASA's general précticey and both the

new legislation and NASA policy share the common goal of stimulating the

‘timely commercialization of innovations growing out_of'Federally-spsnsored

research and development, However, in the process little serious considera-

tion has beenrgiven, outside of MASA, for the unintended impact on MA3SA's new

technolcgy reporting system—possibly az a result of an incomplete understand-

"~ ing of thé_breadth of that system ¢r a less ﬁhan full aporeciation of the

complexity of the innovative process.

In light of this "climate," NASA appears to have three options, which

could be puf$g¢d independently or in conjunctidn with one another:

(l)ﬁ'}Tiﬁﬁéupplement and expand current.efforts to obtain re-
Lief by modification in the Federal Acquisition Regu-
létiogs or throggﬁ an.exempﬁionrpfoduced.in legisla-
tion;.possiblzﬁthrough one df,NASAPs authotiéation

committees in either the House or the Senate;




{2) _ concentrate efforts to ﬂvpae*va Sec=ion 303{H) in

'iouc lngislativn versions of new patent legisla-

tlon (auch as S 04 in order to retain bh@ statutory
“‘Basis for new technology reporting; and
(3 " accept the potential loss of authority in Section 305
| of the National Aercnautics and spaée Act of 1958 and
shift the statutory basis for new technology repor-
‘ting to Section 203(a) (3) which is the basis for the
.'Téchnology ytilization program, retaining ﬁhé téch—
noldgyzrepo:ting regulations and contract language as
it has been prlor to the issuance of the Fedefal
'(Acqu151t10n Regulation changes.'
Each bf these options has-important risks attached to it-—some-qf an
inhefent nature,‘and others deéending upen how the administrative/political
| climate‘is ét the particular tiﬁe action'is'iﬁitiated. .The foliowing is a
brlef assessment oF _the pros and cons on each. . |
 Until tha kdmlnlstragor has been brougHt in to dezl aggre551vely w1th
this issue, it cannou_be considered to be beyond the reach of administrative
éettlﬁmeﬁt.  However, this aSsumes'that the Adminis rator 3udges the 1ssue to
_ be:wo rthy of 51gn1f1cant attentlon and time, and that the point in the de-
-Qelopment oﬁ_the issue has not been passed where his strong involvement can be

Cleariy,'NASA has a "good" case for having scme

telief,-pefhaps,iﬁ terms of an exceptibn to the rules issued under the most,
recent edition of the FAR. A statutory exclusion would be more effective, but
'-obviOUsly more difficult to obtain. Sympathetic action from ?ASA'S'authorié_
zing committées is a potential oppo;tunity, but must be assessed in view of

h other legislative p:iofities. The key questions here are:r (1) should the
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Administrator e inVolved w.:,orleﬁl.vaqd to what exient, and (2) when is.ehe-
‘best time for;eu;h involvement?
Given the.faét that the administration is £0lidly behind the extension of
PL 96-517 through such legislative instruments as S.64 (although it is not
investing a great deal ef.gnlitical capitai), effo:ts to save the totality of
Section 305 of the National Zeronautics and Space”Act.of 1958 may be more than
cne can reasowaoly expect. legislative action as of early April 1985 strongly.
saggeses that there is little apparent o?positiOn to pfevent.eventual enact-
ment of 5.64 in some version. Therefore, the most likely route to preserve
NASA's new technology reporting system is to denonstrate the need for some
_ncdest amendment and seak the leglslatlve asalstance neccesslogy repo:elng.
system is to demonstrate the need for scme modest amendment and seek the
legislative assistance neccessary'to accomplish this.  This could be met by
:,the simple amendment of Section 206 .in S.64 so that Sussection 305(b) of the -
National Aeronautics-and Space Act of 1958 is excluded‘from the repealing
.-uthorization. | |
- Anotbér-aveﬁue to accomplish this same purpese would be, throuéh one or
':both SASA authofizing'committees, to exclude Section 305(b) from such regeal;
assuming such legislatioh had passed. Thls ootlon would shift the scene of
- discussion from ehe'Administratioh setting to that of.the Cbngress, where it
1might receivewa;scmewhat:diffefent hearing, giveﬁ‘the cast of principal
.'ac£Ors. The same argunts would be §a1id in eupmort of MﬁSA's position as in
‘the first optlon, ‘but they could eaSLly appear in a conteﬂa whern the reques-—
.leed_change appears to be substantlally less.
N Einally}'if.both opticns oﬁe and two ara uneuccessful, or in the'instanCe
| whers NASA officialslconclude_that'either option involyes unacceétable'levels
"of.;olitical conflict, there isra-strohg rationale for eodtinuing the new

tachnelogy reporting requirements more or less intact but citing Section:
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233(&)(3) as the statutory basis for this tyme of reporting. Since Agw ta2ch-
nology *eporhxﬂg alway has been broader than reporting purely for patent
matter co1516erattons, and since this,section provides the basis for the
Teﬂhnology Utlllzatlon program which deoends so much Lpon new t@chnology
:‘reporting, such a shift would have solid basis in both logic and practice. It
appears, in retrospect, that Section 305 is_the general statutory bésis prin~ |
cipally'bécause of the subsection (b) being located thefe as a traditional
administrative convenience in relating to contracting and patent matters. A
good érgumeﬁt could be made that NASA continue its new téchhology reportihg
system and requiremehts”in bothlregulations and .contract language, including
the penalty for w1thholdlng payments under such authorlty, and that such
authorlty is r1ghtfully exerc*sed because of the substantlve relatlonshlp
.between new'technology reporting as a principal underpinning‘of ‘the Technology
Utilization program. This will not.deter really agressive oppoﬁents from
challenging the adthority}_merely because NASA has had somewhat different.
'practice over the past 20 years. Conceivably, a contractor could claim thét.
“the "new" system was operationally in conflict with patent law (if something
similar £0 S;Gé_became law). Presumably, the arguﬁent'would be that dis-
i_closuré'ﬁndér‘new technology reporting would be detrimental toxﬁhe company or ..
_inhibif its successful.comﬁercialiiation of an innovaﬁion, perhaps by being |
forced.into a hurried decision regarding patenting. The legal ramifications

-need to be examined. However, NESA's hanﬁling of the new teChnology raporting

| funchlon ove[“the past 20 years has been done in a fashion which strongly
wdemonstraues 1ts abllﬁty to aV01d such conflicts, 1nc1udlng the unwanted
:disclosure of prcp:ietary information or indus:zrial secrets. _Ostensibly,'the
.”burden of proof would be on thenplaintiff to demonstrate that NASA would be

‘unable to fairly and effectively administer'the_new_technology reporting

0
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system under_;ie new patent policy. In one sense, this latter option i3 the
"easiest" siﬁcg_it_would avoid an immediate political confrontation. Tt wbuid
also delay sucﬁia confrontatién although once the policy was established is
probably would_be challenced by the Departmeht of Commerce as well as one or
.npre contractors. '

_: Of course, MASA can take no actianWhétever on one of two assumptions:
(1) that the preliminary data which show a drop in patent_waivefs/électipn-to
title is é momentary.aberration and will shortly be reversed, or that thé_d:op
off in new technolbgy items reported is-totallj unrelated to the climate |

created by PL 96-317 and considerations'of extension of that législative

policy; or (2) that the new technology reporting system, even though it might

" be substantially undermined, is_not of sﬁfficient value to make a siénificanﬁ'
'._éffort at retaining é relatively high level of activity. 'Tﬁé_latter_W0U1ﬂ |
presﬁme some substitute_méans for accessing new technology dévelopment by_
contracto:s; and would presume a shift in the strﬁcthé and emphéSiS of how
tachnology trénsfer-is to be accomplished, or would conside: a formal, organ-

~ized Technology Utilization progrém in NASA as no longer needed.




FOOTIOTES

1. Data.collection and early portions of this paper were contributed by
- Dr. Lawrence Ji:MacDonnell currently Director, National Resources Law Center,
University ofsColo:ado, and by Mr. Joel Johnson, St*ateglc Planning Staff,
Amerlcan Broadcas ting Company.

2., Memorandum and Statement of Government Patent Policy issued by Presi-
dent Ronald Reagan February 18, 1983, Hearings have been held in the U.S,
Senate Judiciary Commlttee on 5.2171 to provide a statutory base for this

.pallcy

_ 3. Memorandum and Statement of Government Patent DOllCY 1ssued by Pre51—
dent John F. Kennedy Octobar 10, 1963. _

4. Memorandum and Statement on Government Patent Policy, issued by
President Nixon on August 23, 1971,

. 5. .Draft Report of the advisory Subcommlutee on Patent and- Informatlon
Policy of the Advisory Committee on Industrial Innovations establlshed as oart
of the Eomestlc Policy REV1ew, December 20, 1978. : :

- 6. PL 96*517
~ 7. 0p. cit.
8. 1Ibid.

9, Note: NASA oollcy currently reflects both PL 96 517 and the Presi-
‘dentlal Memorandum and Statement of February 18, 1983..

lO. This AEC pollcy related principally to all research and development
~on atomic. energy; observers indicate that other research sponsored by AEC was
. less rﬂstrlctnd in tﬂrms of patent and license practice.

- 11. 14 CFR 1245 103.

12. Note: NASA may "reserve" retention of patent rights under certain
circumstances, e.g., where an invention is critical to advances in asrospace
'tachnologv that requires broad use for public beneflt.

i 20°(c)(l)

14, Imn.ementlng regqulations to date are to be found in recently consoll-
dated Federal Acguisition Regulations; for example, 48CFC Ch. 1, Federal '
Acquisition Regulations; Final Rule, 52.227-11 Patent Rights Retention by the
- Contractor (short form) as Dubllshed in Fedefa1 Redlster Vbl 49, No. 63
'_(Wa*ﬁh 30, 1984), ». 1296 ££. :

©1s. Interim Patent Waiver Regulation Amendments to 14CFR1245 1 of Ju&y
1981, Federal Register, Volamn 48, Number 96, pp. 22132—22133




16. An itam may be “*uo ect to patent” but not legally patentable be-

cause of PIlOI.DUbllua;lon or scome other har. Thersefore, one can draw a legal.

distinction be wean an innovation that substantially qualifies for vatent, but
£2ils to meet other requirements. MASA's new tachnology reporting also in--

© . cludes imprdvéments that are clearly not patentable, e.g., software and man-
- agement/business techniques. :

17. MNote: Anecdotal evidence from interviews in MASA Field Centers
suggests that contractors may not be fully sensitive to potential comrercial

~applications.

18. Beginning July 1981 the measure used for comparative purposes is the
number of times small entities reported taking title to inventions. Mot all
contracts were updated immediately to include the new clause, but request for
waivers from organlzatlons affectad by PL 96-517 would be’ accordcd the sams
treatment as if the clause were 11cluded

19. Data on appllcatlons for patent walvers were compiled from the docket

~cards of the Inventions and Contributions Board at NASA. The data exclude:

(1) applications by businesses listed in Dun & Bradstreet as exceeding 500

employees or $10 million in sales, (2) applications by ‘the California Insti-

tute of Technology, which include applications by the Jet Propulsion Lab
{JPL), (3) voided applications, and 4) applications’ for advanced waive
which™ are blanket waivers not specific toa partlcular lnventlon.

20. Discussions by Joel Johnson, DRI, with Ms. Lucy Petlt, General

- Counsel's Office, National Science Foundaticn and by Richard Chapman with

Howard Silverstein, General Counsel's Office, U.S. Department'of Agriculture;
and LeRov Randall, General Counsel's Office, U.S. Depar*nent of Health and

" Human Servzcas, April 4, 1985.

21. From quarterly reports, MNASA Technology Gtilization Report, NASA Form
1484; data re-cast for comparison of two year period before and after PL 96—

517 went into effect (i.e., July 1979-June 1981 and July 1981-June 1983}).

22, 7bid.




