The Assistant Secretary for Productivity,

Prares o Yechnology and Innovation
Washington, D.C. 20230

202) 377-1584

. @ . | UNITED STATES DEPARTMENT OF COMMERCE

MAR 18 1985 ’ - A

Honorable Mary Ann Gilleece

Deputy Under Secretary of Defense
(Acquisition Management)

Pentagon, Room 3El44

Washington, D. C. 20301

Dear Hs. Gilleece:

I have received the joint letter of March 4, 1985, concerning

the efforts of the Federal Coordinating Council on Science,
Engineering and Technology (FCCSET) Committee on Intellectual
Property to develop a policy framework within which more detailed
Government procurement and assistance regulations dealing with
technical data would be drafted and evaluated. As you recall,
this effort was initiated at the regquest of Dr. KReyworth, the
President's Science Advisor, and I am enclosing a copy of his
original reguest.

This effort is not intended to conflict with or in any way limit
the Federal Acquisition Regulation (FAR) authorities of the
National Aeronautics and Space Administration {NASA), the
Department of Defense (DOD), and the General Services Adminis-
tration (GSA). However, as I trust you agree, the FAR is written
against a backdrop of statutory and administrative policies that
are often set outside the FAR system as such. For example, the
FAR patent provisions must conform to the President's Memorandum
and applicable statutes, including Chapter 18 of Title 35 and
regulations issued thereunder. Similarly, if FCCSET or another
higher authority can reach agreement on basic technical data
principles, there would appear to be no reason why the FAR
drafters should not be expected to conform the FAR to those

principles.

The concerns expressed in Dr. Keyworth's letter remain valid.

For years it has proven impossible to develop Federal Procurement
Regulations (FPR) or FAR coverage in the technical data area for
the civilian agencies. And there have been significant differ-
ences in the approaches adopted by DOD, NASA, Department of
Energy (DOE), and other agencies that have issued regulations or
other policy directives. We believe a major reason for this 15
the failure to reach agreement on basic objectives and
pPrinciples.



There is also legitimate concern whether existing regulations
give sufficient weight to the policy objectives of this
Administration. 1In particular, this Administration is-strongly
committed to the principle that private investment and develop~
ment of Government supported research should be encouraged--as -
evidenced by the issuance of the President's 1983 Memorandum on
Government Patent Policy. :
Because of the obvious interest your agency has ‘in technical
data issues, we hope that you will continue to provide input and
comments during the development of the Statement.

Sincérely,

{signed}
Bruce Merrifield

. Bruce Merrifield'."
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_Dear Bruce:

THE WHITE HOUSEjf

WASHtNGTON

march 19, 1984

LR

The allocation of.rights to various'techniCal'dafa;'developed_

in the performance of government contracts, is an issue wzth
significant 1mp11cat1on5 for future government-industry

" relationships. It is driven, for example, by the government's

need to minimize the costs of the products and services it

buys, as well as by industry's desire to maximize profits andg
maintain any competitive advantage. It is fundamental to the
government's continved ability to obtaln the servxces of the

best of the prlvate sector.

I believe that this is an issue of suff1c1ent 1mportance that
any codification of the government's position on this issue,

‘as in the technical data section of part 27 of the .proposed

Federal Acquisition Regplat1ons, requ1res a thorough analysis

and discussion by the various agencies, and by the private

. sector. I believe that the FCCSET Intellectual Property

Committee would be an appropriate vehicle for examining the

various kinds of technical data, for agreeing on the various

government objectives in seeking access to, or protecting the
proprietary nature. of that data, and for developing the basis
for an acceptable set of draft regulations for the government's
rights to such data. Please keep me 1nformed of your progressy

Yours truly,

s:ience'Advisot_to_the“?tesident

Dr. D. Bruce Merrifield

Assistant Secretary for Productivity,
Technology and Innovation

Department of Commerce

Washington, D.C. 20230




Analysis of DOD Concerns as Stated in Secretary
Weinberger's March 15, 1985 Letter '

Concern--The statement would "prohibit efforts to negotiate
for the right to obtain and use for competitive procurement
purposes proprietary technical data pertaining to commercial of
future commercial items for which defense has requirements.”

Response--Sections 4 and 5 contain such limitations. However,
they are based on language in Public Law 98-525 (and similar
language in PL 98-577) which states at section 1202 that the
Secretary of Defense should--

",..ensure that persons that have developed products or
processes offered or to be offered for sale to the public are not
required, as a condition for the procurement of such products or
processes by the Department of Defense, to provide to the United
States technical data relating to the design, development, or
manufacture of_such products or processes (except for such data -
as may be necessary for the United States to operate and maintain
the product or use the process if obtained by the United States
as an element of performance under the contract).”

Bowever, as a result of Secretary Weinberger's letter we have
added references to 10 USC 2320(c) in section 5 which gives DOD
greater latitude than others in this area.

Concern--The statement would "require the government to limit
its use of technical data pertaining to items developed with less
than total government funds to such an extent that competition
would be severely inhibited if not precluded."”

Response--Again, section 5 places limitations on the right of
the government to use proprietary data of a contractor for
reprocurement when the data relates to a commercial product

‘developed at private expense. However, it authorizes the use of

form, fit, and function data relating to such commercial products
for competitive purposes. We have also added the reference to 10
USC 2320(c) to satisfy Secretary Weinberger's concern. Other
than data relating to privately developed commercial products,
the draft statement does not prevent DOD from obtaining any type
of technical data for competitive procurement purposes that
relates to noncommercial products developed with partial govern-
ment and partial contractor funding. Thus, if a contractor has
used internal funds to begin the development of a noncommercial,
military product the Statement would in no way prevent DOD from
negotiating for technical data relating to this item.

Concern--The statement will "prohibit the government's
requiring contractors to deliver technical data pertaining to
items developed totally at government expense unless there is a
specific need for the data. This prohibition appears to extend
to follow-on contracts even though data needs not initially
apparent may have become known."




Response--We do not understand the basis for this statement.
It appears to relate to the second paragraph of section 3 of one
of our early drafts which advised agencies not to order expensive
"manufacturing data" unless they foresee a need for it. This
would not have affected DOD, since in most cases we assume DOD
would be procuring the development of an item with an expectation
of procuring it in the future if the item proves effective.
Revised section 3 (now section 5) no longer contains the same
language. In any case neither the earlier version or the current
version should prevent DOD from obtaining technical data for
procurement purposes in items wholly developed at government
expense. : ' :

Concern~-The statement would "preclude the acquisition of
rights in software developed under a contract at government
expense unless such software was a specific end product required
by the contract, This, too, can serve as a bar to c0mpet1t1ve
procurement in certain sxtuatlons. .

Response——To fully respond it would be useful to Kknow what
type of "situations" are envisioned. However, in actual fact the
statement does not precude the acquisition of rights in software
unless it was a specific end product. Section 7 begins by
stating the government only gets rights in software that is
required to be delivered. The statement does not preclude an
agency from specifying that software will be delivered.

It does state, however, that "normally" the delivery of
software should not be required unless a purpose of the award is
the creation of software. This is not an absolute reguirement,
but we believe it is a sound general rule, Scientists and
engineers are constantly writing and altering computer programs
to facilitate work under government R&D grants and contracts. In
most cases the government i1s more interested in the end results
than obtaining copies of software that was developed incidental
to the carrying out of the work. Thus, it makes little sense in
most cases for agencles to require delivery of such software.
Furthermore, when a researcher sees a wider commercial market for
his software, its delivery to the government will undermine his
marketing efforts since it may become avallable to competltors
through the Freedom of Information Act.

The first paragraph of section 7 may, in fact, require a change
in DOD policy. The Defense Acquisition Regulation (DAR)
Supplement now says that DOD will only acquire rights in computer
software to meet its needs. However, it then goes on to state
that DOD will take unlimited rights in computer software
developed in the course of experimental, developmental, or
research work specified under a contract. No explanation is
given as-to why DOD has such a broad need. We believe this may
be the major policy issue presented by the draft Statement.
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Government Data Pollcy Statement (Rev1sed 3/27/85)

This statement prov1des gu1dance goncerning the acqu151t10n
of technical data and software under government grants—and
contracts, except prime contracts for the operation of
government-owned research or production facilities.™ However,,lt
applies to subcontracts under such contracts. It is intended to
(i) provide agencies with the flexibility to acquire technical
data and software needed to fulfill their missions (ii) avoid
unnecessary costs that result from the ordering of unneeded
technical data; (iii) encourage the commercialization of new
products and processes by contractors through the protection of
technical data; and (iv) encourage the most qualified commercial .
concerns to participate in government research and development
programs. It does not affect the classification of technical
data and software for national security purposes.

Section 1. Definitions., As used in this Statement—-

{a) Ttechnical data™ means recorded 1nformat10n of a
scientific or technical nature. It does not include software or
financial, administrative, cost and pricing, management data, and
other information incidental to contract administration;

(b) "manufacturing data" means technical data and software
used for the manufacture of a product or performance of a process
on a commercial scale;

(c) The term "contract" includes subcontracts and the term
"contractor" includes subcontractors; and

(d) "software™ means computer programs, computer data bases,
and documentation thereof,

Section 2. Ireatment of Proposals, Proposals that have not
been incoporated in an award shall be treated as confidential and
not disclosed outside the government without the submitter's
permission except for evaluation purposes. Parts of proposals
that are incorporated in awards and which contain trade secrets
or commercial or financial information shall also be treated as
confidential if properly marked. Agencies shall not discriminate
against marked proposals. _

Section 3. Scope of Data Rights Clauses., Technical data
delivery requirements should normally be fully set out at the
time ¢f contracting, but deferred ordering provisions may be used
to add additional deliverables. Any rights which the government
obtains to technical data will be limited to rights in data
specifically required to be delivered or prepared.




, Section 4, Supply Contracts, Agencies procuring standard
commercial products may obtain technical data necessary for
operation, maintenance or repair but not for reprocurement
purposes. Notw1thstand1ng,.mannfacturlng data should_not
normally be sought. ,
Section™5. Engineering Development Contracts. Contracts for
engineering development should be structured to prevent the
disclosure of proprietary technical data related to commercial
products or processes developed at private expense by
contractors. For example, agencies should normally accept form,
fit, and function data in lieu of manufacturing data. Or, if
manufacturing data is needed, the contractor shall be allowed to
mark as proprietary any data that relates to commercial products
or processes developed at private expense; and the right of the
government to use and disclose the data shall be specified in the
contract, and shall not include the right to use the data for
reprocurement purposes (except for Defense Department contracts
to which 10 USC 2320(c) is applied). Use of deferred delivery
provisions should also be considered. A competitive procurement -
of an item developed under an engineering development contract
should not include in the solicitation any proprietary
manufacturing data that relates to a product or process developed
at private expense by a contractor which is offered or to be
offered for sale commercially by the contractor (except when
10 USC 2320(c) was applied to such data).

Any technical data aellvered under an engineering development
contract that relates to an item develped wholly under the
contract shall be taken without restrictions if competitive
acquisition of the item is anticipated. When competitive
acquistion is not anticipated, the contractor will be allowed to
retain ownership of any such data delivered, and the agency shall
reserve an unrestricted, royalty-free right to use or have its
contractors use the technical data for governmental purposes
(excludlng publlcatlon outside the government). However, if
mission needs require and this is consistent with PL 98-525 or
577, agencies may also acgqguire publication and other rights.
Other technical data not related directly to items developed
under the contract normally shall be taken without restrictions.

Section 6. Contracts for Basic and Applied Research, Agencies
will normally take technical data delivered under a basic or
applied research contract with the unlimited right to use and
publish such data, subject to any other provisions of the
contract related to inventions and patents. However, if the
research involves a contractor's privately developed products or
processes or if it is otherwise agreed to by the parties,
proprietary data of the contractor shall be protected.

Section 7. Assistance Awards, Agencies normally should not
require delivery of technical data under grants or cooperative
agreements except as necessary to verify the awardee's
performance. The awardee normally will be allowed to retain all




I ¥,

rights in technical data delivered or produced under such awards,
including the right to publish and/or assert copyright, .although
the agency may acguire a nonexclusive, royalty-free, and
worldwide license to use such technical data that—is-delivered or
published by the awardee for internal government purposes. When
considered necessary to meet program objectives or statutory |
requirements, agencies may also (i) reserve the right to publish
technical data delivered under a grant or cooperative agreement
if the awardee fails to publish the results of the research
within a reasonable time and/or (ii) expand the government's
license to cover State and local governments,

Section 8. Software. Unless its delivery is .specifically
required, agencies shall not normally acquire rights in software

generated under contracts or grants, Delivery of software shall
not normally be required unless a purpose of the award is the
creation of software, If software has commercial potential,
agencies should normally accept license rights in lieu of
ownership; -and consideration should be given to allowing software

documentation to be maintained on the contractor'!s premises.

When an agency acgquires existing proprietary software, it
shall accept appropriate conditions limiting its right to use and
disclose the software. This includes cases when proprietary
software is modified to accommodate particular agency needs.

Software within the definition of "manufacturing data”
at section 1(b) is subject to sections 3-7 and not this section.
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. T UHITED STATES DEPARTMENT DF GOMMERCE
: % @ j The Assistant Secretary for Pruduct:wty.
1 Technology and Innovation - . e e
“Weshington. D.C. 20230 .~~~ -
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Honorable Mary Ann Gllleece S

Deputy Under Secretary of Defense o

(Acguisition Managenent) .
Pentagon, Room 3E144 i

Washington, D, C. 20301
Dear-ﬁs..Gilleece:

I have received the joint letter of March 4, 1985,_concerning

the efforts of the Federal Coordinating Council on Science,
Engineering and Technology (FCCSET) Committee on Intellectual
Property to develop a policy framework within which more detailed

. Government procurement and assistance regulations .dealing with ... ... ...

technical data would be drafted and evaluated. As you recall,

‘this effort was initiated at the request of Dr. Keyworth, the

President's Science Adv1sor, and I am enc1051ng a copy of his

orlglnal request.

This effort is not 1ntended to conflict with or in any way limit:
the Federal Acquisition Regulation (FAR) authorities of the :
National Aeronautics and Space Administration {NASA), the
Department of Defense (DOD), and the General Services Adminis-
tration (GSA). However, as I trust you agree, the FAR is written
against a backdrop of statutory and administrative policies that
are often set outside the FAR system as such. For example, the
FAR patent provisions must conform to the President's Memorandum
and applicable statutes, including Chapter 18 of Title 35 and
regulations issued thereunder. Similarly, if FCCSET or another
higher authority can reach agreement on basic technical data
principles, there would appear to be no reason why the FAR

drafters should not be expected to conform the FAR to those

pr1n01ples.'

The concerns expressed in Dr. Keyworth's letter remain valld.

For years it has proven impossible to develop Federal Procurement
Regulations (FPR) or FAR coverage in the technical data area for
the civilian agencies. And there have been significant differ-
ences in the approaches adopted by DOD, NASA, Department of
Energy (DOE), and other agencies that have issued regulations or
other policy directives. We believe a major reason for this is
the failure to reach agreement on basic objectlves and :
pr1n01ples. _ .




 There is also legitimate coricern whether existing regulations =

give sufficient welght to the policy objectives of this- =
Administration. In particular, this Administration is" strongly
committed to the principle that private investment and develop-

"**ment of Government supported reésearch shoild be’ encouraged—-as R
"ﬂev1denced by the issuance of_ the Pre51dent s 1983 Hemorandum on_

Government Patent POllCY. o o ‘_-_m‘__‘: B

“Because of the obvious interest your agency has in technical

data issues, we hope that you will continue to prOV1de 1nput and

o comments during the development of the Statement.

_JSlncerely,'

. {si@wﬂ) L
- Bruce Herrifield

D. Bruce Merrifield

.HAttachment ._; m;ﬂm;;" o ;__:Mmmﬁi, e e

‘ce 'Honorable George A, Keyworth 1X (Whlte House)

Dr. Andrew Pettifor (OSTP)
. Mr., Allan Beres. (GSA) o
- Mr. Stuart J. Evans](NASA)

- Merrifield.
'Eg115 Milbergs
Or. Williams
Horm Latker
-Chron
Read -

ODTI/FT"iP/Nc/r% Latker/deﬁs /(asken/rh 3'/14'/85' |




'mz wum: nousz L e e

wasnsncvow'

”Tfimmjf7$m March 19, i§§i f?;;7f”"”""

'fDéaf“Brbéé-fwwmmmw

The allocation of rights to various technzcal data, developed‘
in the performance of government contracts, is an issue with
significant 1mp11cat10ns for future government-industry .
relatzonsh1ps. It is drzven, for example, by the government 5 .
need to minimize the costs of the products and services it

buys, as well as by industry's desire to maximize profits and
maintain any competitive advantage. It is fundamental to the
government's continued ability to obta1n the serv1ces of the

' best of the private sector.

‘ N

1 bel;eve that this is an issue of sufficient importance that
any codification of thée government's position on this issue,
"as in the technical data section of. part- 27 -of the ;proposed
Federal Acguisition Rgguiatxons, requ1res a thorough ana1y51s
and discussion by the various agencies, and by the private
sector. I believe that the FCCSET Intellectual Property
Committee would be an appropriate vehicle for examining the
various kinds of technxcal data, for agreeing on the various
government objectives in seeking access to, or protecting the
proprietary nature of that data, and for developing the basis
for an acceptable set of draft regulat1ons for the government's
rights to such data. Please keep me 1nformed of your progress,

Yours truly,_.

e Y.

..,/7,

" G. A. K yworth _
Science Advisor to the President

Dr. D. Bruce Merrifield _

Assistant Secretary for Productivity,
Technology and Innovation

Department of Commerce

Washington, D.C. 20230

' RECEIVE
| AR 20 138¢ |
BRUCE HERRE




e,
AT
DULIN, THIENPONT. POTTHAST & SNYDER, LTD.
ATTORNEYS AT ’LAW T
SUITE 806,
135 SOUTH LASALLE STRE?ATENT BRANCH OGC
CHICAGO. ILLINOIS 60803 DHEW

JACQUES M. DULIN .

JAMES W. POTTHAST . : 1978 f212) 263-3268

RAY E. SNYOER - ’ : AUG 25 ' o

FRANK R, THIENPONT - ’ CABLE

August 22, 1978

B e e i T PR e S

A o

Senator Robert Dole
Russell Senate Office Building
Washington, D. C. 20510

Dear .Senator Dole: .

Thank you for your letter of August 14, 1978 and
the page from the Congressional Record dated Wednesday,
August 9, 1978, I had already sent you a communication
dated August 14, 1978 commending and supporting your
position based on your news release, [ am still amazed
at the clarity with which you have analyzed the problem,
and the logic of your proposed solution,

Patents generally are not of universal interest, and
some of your colleagues, namely Nelson and Long, no doubt
have made hay back home in haranguing on the governments' -
treatment of them, In fact, dealing with inventions is
fairly intricate, and patents are a vital link for effecting
the transfer of technology you refer to,

I believe that much of the furor and confu51on oxpressed
by some of your colleagues and members of the administration
stem from a lack of understanding of just what a patent is
and how it functions. There scems to be a real hang=-up over
the concept of granting anyone a wmonopoly, albeit a very
restricted one. In truth it is not very much of a monopoly.
The worst that can happen is that a competitor affected by
another's patent may have to get off his duff and develop
something as good or better in order to compete. :In this
sense, patents can be a strong force for stimulating competition.
There may be a temporary howl, but any company still in the
business of making buggy whips should upgrade its product line.

LAWBYRINTH




Senator Robert Dole
August 22, 1978
Page 2

As a final comment, I was particularly pleased with your
reference to the position of the patent counsel for the DHEW.
I have known Mr. Norm Latker for many years and am intimately
aware of his stand on the handling of these matters-=even to
the point of jeopardizing his job. 1In my opinion, Mr. Latker
has done more toward placing DHEW sponsored inventions into
the hands of the public than any other individual and perhaps
- more than all of the rest of DHEW combined,

If I can be of further assistance in this matter, I am

Very truly your;,

Ray/£. Snyder

at your service.

RES:cs

bcc:Donald W, Banner, Esq.
Howard Bremmer, Esq.
Mr. Paul R, Keenan
Dr. Martin Rachmeler
Norman J. Latker,.Esq.f//
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