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functions of this subsection in such organizational structures. No Office
of Research and Technology Applications or other orgamizational
structures performing the functions of this subsection shall substan.-
teally compete with similar services available in the private sector.

Subsection (c) identifies a number of specific functions which will
aid in the achievement of technology transfer throughout the Fed-
eral laboratory system. It will be necessary that each agency further
define these functions in accordance with its peculiar characteristics.
The concluding paragraph of subsection (¢) permits an agency, such
as NASA, which already has extensive technology transfer programs
outside its laboratories, to carry out the bulk of these functions in its
existing programs.

Subsection (c) (1) requires that an application assessment be pre-
pared for each R. & D. project at the lali)oratory which has potential
for successful application in State and local government or in private
industry. It is not intended that every R. & D. project be formally
assessed. Rather, it is left to the discretion of those agency personnel
assigned to the Research and Technology Applications Offices to de-
termine when, how, and for which R. & D. activities such an assessment
must be prepared. The only criterion provided by the Act is that an
assessment 1s required when an R. & D. project is determined to
have potential for successful application in State and local govern-
ment or in private industry. The Act’s intent is to encourage the Re-
search and Technology Offices to constantly scrutinize laboratories’
R. & D. activities at all stages with a view toward the possibility of
successful technology transfer to State and local government and
private industry.

Subsection (c) (2) requires the Research and Technology Applica-
tions offices to provide and disseminate information on products, proc-
esses, and services which have potential application to State and local
government and to private industry. The intent is to provide the poten-
tial user the opportunity to receive information directly from the
source of the technology rather than indirectly from third parties.
However, it is not the mtent of this subsection that existing informa-
tion dissemination services be duplicated where they effectively com-
municate such information. ,

Subsection (c) (3) requires each Research and Technology office to
cooperate with the Center for the Utilization of Federal Technology
and other organizations that act as overall links between the R. & D.
resources in the Federal government and potential uses in State and
local government and private industry. Again the intent is to provide
to the potential user greater access to the source of technical assistance
through the facilities offered by such crosscutting organizations as the
Center for the Utilization of Federal Technology.

Subsection (c)(4) identifies an extremely critical function of the
Research and Technology Applications Offices with regard to tech-
nology transfer to State and local governments. Subsection (c)(4)
recognizes that technology transfer must, to be effective, consist of
more than information dissemination. Technical assistance, often in the
form of person-to-person assistance, is also required. Where feasible,
personnel from laboratories which are the source of useful technologies
should be committed to assist State and local officials in their attempts
to apply these technologies to their specific needs. Each agency, in
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consultation with its laboratories and the Center for the Utilization of
Federal Technology shall determine how requests for assistance from
State and local officials shall be received and. processed.

The final sentence of subsection (c) recognizes that, in some in-
stances, the services available at the Research and Technologv Appli-
cations Offices, or other Federal organizations performing the func-
tions of the subsectlon, may cornpete with similar services available
in the private sector. Where this is the case, care must be taken to
avoid the duplication of these privately offered services. However, in
some instances, especially with regard to State and local government
needs, private services, although avzuhb]e may prove too costly to be
prevailed upon. In such cases, ‘the Research and Technology Applica-
tions offices may provide similar services.

(dy Crvrer ror oy Uririzarron or Fepirar Trcavorocy —T here
is hereby established in the Department of Commerce a Center for the
Utilization of Federal Technology. The Center for the Utilization of
Federal Technology shall—

: (2) serve as a central clearinghouse for federally owned or orig-
mated techmical information having potential application in State
or local government or industry including at least (A) all applica-
tion assessments prepared pursuant to subsection (¢) (1) and (B)
federally owned patents;

(2) coordinate the activities of the Offices of Research and Tech-

nology Applications of the Federal laboratories;
(8) wtilize the ewpertise and services of the National Science
Foundation and the existing Federal Laboratory Consortium for
Technology Twmsfeﬂ", pamtwulaﬂy in dealing with State and local
Governments;

(4) receive requests for techmical assistance from State and local
governments and refer these requests 1o the appropriate Federal
laboratory;

(8) provide funding, where necessary, for Federal laboratories
to provide the assistance specified in subsection (¢) (4); and

(6): utilize such technology transfer mechanisms as are appro-
priate, including but not limited to, personnel exchanges and com-
puter-based systems.

Subsection (d) establishes. in the Department of Commerce a qmgle
Center for the Utilization of Federal Technology (CUFT). CUFT is
already being established in the Department of Commerce and the Act,
therefore, merely provides a legislative basis for it.

Because the various Federal agencies will operate their technology
transfer programs under guidelines which may be diverse, there will
be a need for a centralized mechanism for communication and coordi-
nation. CUFT is established to act as this centralized mechanism.

It is not the intent of Congress that CUFT should challenge the
jurisdiction of anv agency over its laboratories. Rather, the intent is
to establish a single focus for outside contact with the laboratories and
to facilitate 1n’rera<fen('v communication.

Where p0§51b1e, CUFT is to use existing mechanisms for the per-
formance of its functions. For example: as subsection (d)Y (3) indicates,
CUFT is required to utilize the expertise and services of the National
Science Foundation and ‘the Federal Laboratory Consortium for
Technology Transfer-in-accomplishing its tasks. By using existing
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organizations, CUFT should be able to act as an effective channel for
cooperative efforts and for transferring knowledge between agencies,
between laboratories, between Governmental jurisdictions, and be-
tween the Government and the private sector in the most cost-effective
manner.

The intent of Subsection (d) (5) is to provide CUFT the authority
to fund, at its discretion, certain technology transfer activities at
Federal laboratories, especially those requiring technical assistance
to State and local governments, which might otherwise not be pro-
vided. For example, a technology developed at a Federal laboratory
may be identified by the Research and Technology Applications Office
at that lab as useful to some segment of State and local government
but in need of further refinement in order to be readily adaptable to
the specific needs of the potential users. When funds are not available
to adapt the technology through the individual agency, CUFT may
elect to provide the necessary funding assistance. Priority should be
given to adapting those products, processes, or services which will
have the widest application to State and local government needs.

Paragraph (d)(5) should not be construed as an entitlement; it
only provides permissive authority. Funds would be available only
when provided in the CUFT budget. State and local governments
would also have the option of reimbursing the laboratory or agency
for technical services, provided the agency has authority to accept
such reimbursement. ~

(e) Aeency ReporTive—Each Federal agency which operates or
directs one or more Federal laboratories shall prepare annually o
report summarizing the activities performed by that agency and its
Federal laboratories pursuant to the provisions of this section. The
report shall be tromsmatied to the Center for the Utilization of Federal
Technology by November 1 of each year.

In accordance with the Act’s intent that CUFT be a focus for infor-
mation on agency-wide technology transfer efforts, subsection (e)
requires that each Federal agency subject to the requirements of sec-
tion 11 shall prepare an annual report on its technology transfer
activities and submit it to CUFT by November 1 of each year. With
this information, CUFT should be in a position to assess, on an annual
basis, the efforts of the Federal government with regard to the man-
dates of this Act and, when requested, report on these efforts to
Congress.

N. Secrion 12—Natronar TeECHNoOLOGY MEDAL

SEC. 12. NATIONAL TECHNOLOGY MEDAL.

(@) Esraprisauent.—There is hereby established a National Tech-
nology Medal, which shall be of such design and materials and bear
such inscriptions as the President, on the basis of recommendations
submitted by the Office of Science and Technology Policy, may
prescribe.

(0) Awarp.—The President sholl periodically oward the medal,
on the basis of recommendations received from the Secretary or on
the basis of such other information and evidence as he deems appro-
priate, to individuals or companies, which in his judgment are deserv-
ing of special recognition by reason of their outstanding contribu-
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tions to the promotion of technology or technological manpower for
the improvement of the economic, environmental, or social well-being
of the United States. ,

(¢) Presenrarion—The presentation of the award shall be made
by the President with. such ceremonies as he may deem proper.

This section creates the National Technology Medal to be awarded
to individuals or companies in recognition of an outstanding con-
tribution to the promotion of technology or technological manpower
in the national interest. This activity is i accordance with one of the
initiatives called for in the President’s industrial innovation message.
The provision would establish the legislative basis for a National
Technology Medal similar to that of the National Medal of Science.

0. Secrion 13—PrrsonNNEL ExcHANGES

SEC. 13. PERSONNEL EXCHANGES. ‘

The Director and the National Science Foundation, jointly, shall
establish a program to foster the exchange of scientific and technical
personnel among academia, industry, and Federal laboratories. Such
progrom shall include both (1) federally supported exchanges and
(2) efforts to stimulate exchanges without Federal funding. '

Section 13 mandates the creation of a joint NSF/DOC program of
personnel exchanges between industry, academia, and Federal labora-
tories designed to encourage intersectoral cooperation and understand-
ing and to provide education and training to promote technological
innovation. The Science Faculty Professional Development Program
at the National Science Foundation, as noted earlier, is one such activ-
ity of personnel exchange. The committee directs the Foundation not
to decrease funds available in this program for year-long awards to ex-
perienced, full-time 2- and 4-year college and university science
teachers who are involved primarily in undergraduate science instruc-
tion to increase their competence in science, as it increases funding for
the type of exchanges mandated by the bill.

The Department of Commerce is planning for a fellowship pro-
gram to be administered by the Center for the Utilization of Federal
Technology. In its initial stage, this effort is expected to place individ-
uals from private industry in the Federal laboratories to track user
needs and potential applications of Federal technology.

The most extensive program of personnel exchanges of this type,
which is compatible with this Act, is that established and operated
under the Intergovernmental Personnel Act of 1970. This legislation
created a program of grants and training assistance designed to give
State and local personnel the administrative, professional, and tech-
nical skills vital to governmental operation. Grants are made available
to non-Federal jurisdictions for programs to develop and institute im-
proved administration methods. State and local employees may be per-
mitted to participate in Federal training programs under the provi-
sions of this Jaw and funds are designated for these governmental
units to provide training and education to develop such skills. Of pri-
mary importance with respect to S. 1250 is Title IV which allows for
the temporary assignment of personnel from States and localities to
the Federal Government and vice versa. :
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The mandate for the exchange program has been left purposely
broad to allow for flexibility in program development. An example of
what the Committee would consider as a viable plan for such an
individual academic/industry exchange activity is the following:

DESCRIPTION OF PROGRAM

The program would encourage the exchange of individual re-
searchers between the academic and industrial sectors. Individuals
would spend from 38 to 12 months working in areas of high technology
science and engineering. It would have between 200 and 500 partici-
pants per year. The exchanges could be arranged on an individual basis
(or through a clearing-house, within the Department of Commerce
Office of Industrial Technology). Industrial participants would spend
thelr time at an academic department in the capacity of research as-
sociates or lecturers or both. Academic participants, (who would most
likely be tenured faculty members from Ph. D. degree granting insti-
tutions) would spend their time at an industrial research or manufac-
turing facility, working on an industrial project. The project would
not be restricted to generic research, but could include proprietary
work as well.

ATMS OF PROGRAM

A program such as this would complement the centers for Industrial
Technology by exposing more individual scientists to the unique situa-
tions, constraints, and problems of each sector. The development of
such an understanding should help with: (1) more efficient com-
munications, (2) exchange of information, and (8) attention to man-
power needs and training for Ph. D. scientists.

FUNDING

The best method for funding would be that in which the industrial
concerns were to support the entire program, with the incentive that
they could deduct the direct expenses as part of a research tax incen-
tive approach, similar to that in the “Vanik Bill”. This would remove
Government from direct financing and operation of the program.

Other alternatives are for the establishment of a new sabbatical
program within N.S.F. which would cover the academic participants’
costs. Industry would still be responsible for its costs. However, this
removes some of the incentives.

P. SecrioN 14— AUTHORIZATION OF APPROPRIATIONS

SEC. 10. 74. AUTHORIZATION OF APPROPRIATIONS.

(a) There is authorized to be appropriated to the Secretary for
purposes of carrying out section 6, not to exceed $19,000,000 for
the fiscal year ending September 30, 1981, $40,000,000 for the fiscal
year ending September 30, 1982, $50,000,000 for the fiscal year end-
ing September 30, 1983, and $60,000,000 for each of the fiscal years
ending September 30, 1984, and 1985.

(b) In addition to authorizations of appropriations under sub-
section (a), there is authorized to be appropriated zo the Secretary
for purposes of carrying out the provisions of this Act, not to
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exceed $3,000,000 5,000,000 for the fiscal year ending Septem-
ber 30, 1981, $5,000,000 $9,000,000 for the fiscal year ending Sep-
tember 30, 1982, and $10,000,000 $14,000,000 for each of the fiscal
years ending September 30, 1983, 1984 and 1985.

{¢) Such sums as may be appropriated under subsections (a)
and (b) shall remain available until expended.

(d) To enable the National Science Foundation to carry out s
powers and, duties under this Act only such sums may be appropriated
as the Congress may authorize by low.

S. 1250 authorizes a total of $285 million over five fiscal years (1981~
1985) to carry out the mandate of the Act. No funds are authorized to
the National Science Foundation; rather NSF funds for the purposes
of the bill are to be included in the annual NSF-authorization bill so
as not to proliferate the Foundation’s authorizations and to permit the
Committee to consider the Foundation’s program balance.

A five-year authorization is provided to ensure the continued sup-
port of the innovation program. The Committee’s breakdown of the
funds authorized is as follows: '

[In mitlions of dollars, fiscal years}

1981 1982 1983 1984 1985 Total

Purpose:

Centers - 19 40 - 50 60 60 229
O i : <§> ®) (%3) doy (ﬁ) *
1:)1]:] ¢ | IS SRR SIEI LN ¢ ) JUICENRN ¢+ ANERNCIR @ 1¢) ARSI ¢ 11) EENNNE € (| ) SO

UFT (1.2) @) @ @) @
Personnef.. (0.8) ) ) @) [ J
Total . . il 24 49 64 74 74 285

For fiscal year 1981 the Department of Commerce has requested $1.2
million for the Center for the Utilization of Federal Technology and
$7.2 million for the Office of Productivity, Technology, and Innova-
tion, (including $5.2 million for the Cooperative Generic Technology
Centers). Thus the Administration’s request corresponding to the au-
thorization of this bill for fiscal year 1981 is $8.4 million. The increase
of the bill from the request is intended to convey a much larger sense
of concern for the nation’s economic condition and of expectation that
the programs of the bill will help rectify that condition.

It should be noted that H.R. 7115, the House version of the NSF
Authorization Bill includes three items which are relevant to the pro-
visions of 8. 1250. The Committee’s report on the fiscal year 1981 NSF
Authorization (Rpt. No. 96-999) instructs the Foundation not to
spend less than $1.8 million for three university-based innovation cen-
ters and includes $2 million for a new generic technology center. The
latter was included in the President’s first budget request for fiscal
year 1981, but was dropped from the revised version. The House bill
also authorizes $2.4 million for the Science Faculty Professional De-
velopment Program:. S IR SF N ', '

The Committee emphasizes that the amount of funds authorized
for the innovation centers is modest compared to the $4.9 billion the
gegilegal Government has budgeted for basic research in fiscal year
"= Shapley, Willis H., Alvert H. Teich, Gail J. Breslow, and Charles V. Kidd. Research

and Development AAAS Report V. Washington, American Association for the Advance-
ment of Science, 1980. p. 17.



V. SUMMARY OF TESTIMONY OF HOUSE HEARINGS ON
UNIVERSITY-INDUSTRY RELATIONS AND SENATE
HEARINGS ON S. 1250 :

At the request of the Subcommittee on Science, Research and Tech-
nology, the Science Policy Unit of the General Accounting Office
undertook an analysis of the records of the House hearings on uni-
versity-industry relations (which included testimony on H.R. 4672,
the House counterpart to S. 1250) and the Senate hearings on S. 1250.
The complete analysis has been published by the Committee on Science
and Technology.* The Introduction and Background and Summaries
of the analysis, as prepared by the General Accounting Office, follow.
In this material quotes excerpted from the record are referenced by
(H:pp) for the House hearings and (S:pp) for the Senate hearings.

The General Accounting Office was not asked to analyze the hearings
on the role of the Federal laboratories in domestic technology transfer
or the hearing on the President’s Industrial Innovation Initiatives
so issues in those areas are not included in the analysis.

InTrRODUCTION AND BACKGROUND

Industrial innovation is the process of converting an idea into a
commercially suitable product. It encompasses the discovery of new
theories in basic science; testing, evaluating, and replicating those
discoveries through experimentation and theory refinement; applying
the findings to industrial problems and interests ; developing and mar-
keting economically feasible products; and finally incorporating those
products into American industry. As such, industrial innovation is
constrained by what we know, by the methods we use in our science
laboratories, and by the decisions and commitments our industries
make based on their assessment of profits and losses.

In response to a growing belief that industrial innovation in the
United States is faltering, the Congress and the executive branch
have proposed ways to enhance and stimulate technological innova-
tion in this country. Central to many of these proposals is the idea
that improved collaboration between universities and industry (par-
ticularly in the areas of research, training, and education) will pro-
mote innovation and increase productivity. :

The Federal Government is expected to facilitate this collaboration.
Its role as facilitator has been justified on the grounds that the social
gains that may result from improved collaboration warrant the use
of national resources. The argument is that without help from the
Government, collaboration would not improve, or would not improve
fast enough to attain the national goals of increased innovation and
productivity.

1 Summary of House and Senate Hearings on Government-University-Industry Rela-

tions”, Committee on Science and Technology, U.S. House of Representatives, 96th Con-
gress, Serial S8, June 1980.
(41)
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In 1979, your Subcommittee on Science, Research and Technology
of the House Committee on Science and Technology held hearings on
“Government and Innovation: University-Industry Relations.”?
These hearings included consideration of the House version of the
National Science and Technology Innovation Act of 1979, H.R. 4672.
The Senate version of the same Act (S. 1250) was discussed in hear-
ings held by the Subcommittee on Science, Technology, and Space of
the Senate Committee on Commerce, Science, and Transportation.?
Both hearings were concerned with the condition of American indus-
trial technology and with university-industry relations. Although the
Senate hearings addressed primarily the former concern, and the
House hearings the latter, both bills propose that public resources
be used. to encourage more interaction between universities and
industry. , S ‘

In opening remarks before the House hearings, Mr. Brown stated
that the hearings were to be “an examination of the linkages between
the nation’s universities and industry—and by industry we mean all
private enterprise—with a view towards improving those linkages for
the purpose of making society more innovative and productive. We
are particularly eager to determine what the appropriate role of the
federal government is in building these linkages.” (¥ :1) He also
stressed a need “to try to understand broadly what industry and uni-
versities think of each other and to identify and understand the vari-
ous opportunities for cooperation between the two sectors.” (H :4)

SummarY or Parrt I: Issues oN UNIVERSITY-INDUSTRY RELATIONS

We organized witnesses’ comments around four questions, which we
identified as the main issues relevant to university-industry relations:
What is the problem ? '
How can improved university-industry relations help?
‘What needs tobe done ?
~ What is Government’s role?

Witnesses generally agreed that an innovation problem exists in the
United States. Those who commented explicitly on the problem de-
scribed it as decline in U.S. competitiveness in world markets because
we lag behind other nations in technological innovation. Witnesses
differed about the relative importance of university-industry rela-
tions ‘as a source of the innovation problem. However, they generally
agreed that better university-industry relations would enhance
innovation. = ' ; ' '

Witnesses felt that there has been a “relative weakening of the links
between industry and universities” in the years since World War II1.
(S:27) The Federal Government’s significant increase in funding
university research was the reason most often cited for this “relative
weakening.” Witnesses considered the increased funding as respsoni-
ble for redirecting university missions and interests toward Govern-
ment problems and away from industry problems, thereby weakening
university-industry relations. ' ‘

2The House hearings were conducted on July 31, Aug. 1, and Aug. 2. 1979.
32 The Senate hearings took place on June 21, June 27, and Nov. 21, 1979. .
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Efforts to improve university-industry relations are hindered by
two types of barriers: those arising from institutional differences be-
tween the sectors, such as different research orientations, management
philosophies, goals, and objectives; and barriers of attitude—the
pr}elzconceived notions of disdain and distrust each sector has about the
otner.

How Cax Improvep UniversITy-InpustrRy REeErations Herp?

Witnesses described numerous instances of past interaction between
universities and industry that have successfully stimulated innova-
tion: semiconductors, magnetism, lasers, synthetic fibers, antibiotics.
They also discussed the unique roles each sector plays in innovation.
They generally agreed that, although the functions of universities and
industry are often blurred, universities play a vital role in basic re-
search and in education and training, and that industry’s most impor-
tant role is'to develop and market new products and services.

Several witnesses said that recent events have created an environ-
ment in which the incentives for improving university-industry inter-
action have become increasingly compelling for both groups. For
different reasons, each views increased interaction as not only desirable
but increasingly supportive of their respective goals. A better rela-
tionship between the two sectors was seen as benefitting universities
by providing them with an alternative to Government funding, more
stable funding, employment opportunities for students, and access to
industrial research equipment. Industry was expected to gain by using
universities as inexpensive supplements to in-house research, as sources
of employees, and as neutral and credible sources of information.

Wxar NeEps To BE DoNe?

Discussions about what needs to be done to improve university-
industry relations focused on “ingredients for success” and the need
for new, improved mechanisms for transferring knowledge from one
sector to the other. The most important ingredients for success were
seen as strong leadership and personal commitment of key individuals
in both sectors, and flexible institutional policies (particularly the
policies practiced by universities).

Some witnesses were concerned that, lacking better transfer mech-
anisms, new knowledge developed in universities would benefit foreign
industry considerably more than American industry. Others questioned
whether existing mechanisms are adequate for the future. Several wit-
nesses cited lessons learned from past experience. They argued that
knowledge transfer is most successful and useful when high-technol-
ogy firms are involved, or when industrialists are strongly coupled
“to the scientific and tecchnological world around them”—particularly
to academic institutions.

Opinions about the potential effects of increased university-industry
collaboration were also expressed. Some witnesses were concerned
about the effects of collaboration on the university’s integrity and mis-
sion, particularly in terms of the university’s vital roles in education
and training and in basic research.
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Waar 1s THE RoLe oF GOVERNMENT ?

Three issues emerged from discussion of university-industry col-
laboration: the pros and cons of two different rationales for a Gov-
ernment role, precedents for a Government role, and specific actions
Government can take to improve university-industry relations.

The first rationale discussed by witnesses was based on the example
of other industrialized nations whose governments actively participate
in advancing industrial technology in their countries. Those who sup-
ported this idea recommended that if the United States emulated these
nations, we, too, could reap the benefits of enhanced innovation.
Others, however, argued against emulating other nations because of
substantial differences.in culture, economics, politics, and institutions.

The second rationale for a Government role addressed the nonap-
propriability of returns from technological development. Several wit-
nesses felt that Government should support technological development
that might produce substantial social benefits when the private sector
cannot promote such a dévelopment because profits are not easily
realized by individual firms. Those endorsing this rationale classified
generic technologies.* as nonappropriable activities. :

Considerable attention was paid to previous and ongoing Govern-
ment efforts to encourage university-industry collaboration. The agri-
cultural extension program was the most frequently cited example of
successful interaction among (Government, universities, and industry
that has stimulated innovation. Other witnesses doubted the applica-
bility of the agriculture model because of differences between agricul-
ture and. other industries in terms of user homogeneity, competitive
structure, capital needs, and technology transfer needs and mecha-
nisms.

The National Advisory Committee for Aeronautics was considered
an excellent model for today’s proposals to develop generic technol-
ogies through cooperation among Government, industry, and aca-
demia. The Route 128/Silicon Valley experience was described as an
example of how Government-funded university research has stimu-
lated }clommeroial activity that has resulted in unexpected industrial
growth.? '

Several witnesses suggested specific actions that Government might
take to facilitate university-industry relations:

Change fiscal policies to encourage industry to take advantage
of university research (e.g.,tax credits).

Increase Federal funding of basie research.

Supply incentives for universities to develop relationships with
industry (e.g., a program of planning grants tied to that goal;
matching grants).

Provide direct Federal support to universities to strengthen dis-
semination of research findings.

4 A generic-technology is one that can be used by many <Jifferent industries. Welding
is an example. X

5 A number of private R&D firms are located on Route 128 in Massachusetts and in
the Santa Clara (i.e., “Silicon”) Valley of California. Their organization and growth
were influenced by Federal support of research conducted by nearby universities.



45

Summary or Parr I1: Issurs Reratep 1o S. 1250 anp H.R. 4672

Part 1T of appendix I describes the opinions of witnesses and in-
dividuals who submitted materials for the hearings records on the
legislative provisions of H.R. 4672 and S. 1250, These bills have been
introduced to achieve the broad goal of enhancing technological inno-
vation in the United States. They are premised on three central
assumptions:

1. Current U.S. economic problems are at least partially the re-
sult of a slowdown in the rate of technological innovation.

2. This slowdown can be reversed by a focused Government
effort aimed at increasing industrial innovation. Such an effort
requires the creation of a new Federal office that will monitor,
organize, and promote industrial innovation.

3. As part of its oversight of industrial innovation, this Office
would coordinate university and industry inputs into the inno-
vation process.

Based upon these premises, the bills propose two new Government
programs: (1) an Office of Industrial Technology with a mission. to
track technological needs, opportunities, and developments; and (2)
a mechanism for Government to help industry through creating
Centers of Industrial Technology at universities. The Centers are in-
tended to enhance the capacity of people from industry and academia
tc participate in innovative technological activities.

Witnesses supported the overall intent of the legislation, which they
“saw as a step toward increasing Government-industry cooperation in
the area of technological innovation. But there was some concern about
whether a new Government entity, such as the proposed Office of In-
dustrial Technology, is the most appropriate vehicle for achieving this
end. To avoid duplication in agency goals and programs, witnesses
recommended a close examination of the relationship between the pro-
posed responsibilities for the Office of Industrial Technology and
existing activities of the Department of Commerce (DOC) and the
National Science Foundation (NSF). Witnesses also raised questions
about whether the Office should engage in strategic planning and
research and the appropriate location of the Office within the
Government.

Similar concerns were voiced about how adequately the bills deline-
ate the composition and functions of the Industrial Technology Re-
view Panel, the advisory group created to oversee the functioning of
the Office of Industrial Technology. Questions about the Panel’s com-
position focused on the balance of representation’ from Government,
the public, and various parts of the industrial and financial communi-
ties. Witnesses questioned whether the Panel should be limited to an
advisory role, or it should be allowed to actively participate in govern-
ing programs initiated by the Office of Industrial Technology.

The legislative provisions covering the establishment and operation
of the Centers for Industrial Technology were also discussed. Reac-
tions to each provision fell into two categories: (1) whether or not the
provision could achieve its intended purpose, and (2) how precisely
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the legislation should specify ways to establish and run the Centers
and to what extent such issues should be left to the discretion of ad-
ministering agencies.

Some of the major questions addressed were :

Should the Centers be located at universities? There was almost an
even split of opinion expressed on this issue. Some witnesses said that
universities, because of their commitment to basic research and train-
ing and their Teputation for objective research on controversial issues,
are ideal sites for developing new technologies. Others described the
hostility of universities to applied research and, more generally, to
industry. They concluded that this attitude w ould make universities
inappropriate hosts for the Centers.:

Should the two separate objectives of training individuals for inno-
vation and of performing cooperative research “be housed in the same
Center? Witnesses from NSF and from NSF-funded “innovation cen-
ters” felt that these two objectives are qualitatively dlﬁerent and
should be the focus of different Centers.

Should the Centers engage in “defensive R&D,” i.e., research ori-
ented to regulatory concerns? Witnesses with opinions on this question
unanimously opposed this provision in the legislation, arguing that
other Federal agencies already devote qufﬁ(nent resources to resea,rch
of this type.

Should Centers dev e]op mechanbmq for disseminating their ﬁnd*nO's
in a form useful to industry? Most witnesses agreed that improving
mechanisms for transferring research results to industry would be
critical to the success of the Centers. '

Should the legislation specify an industrial clientele for the Centers?
Those addressing this issue said that the legislation should define ex-
plicit categories “of industrial clientele for the Centers to ensure that
the needs of small businesses and individual entrepreneurs are met.

Should the legislation include more incentives for industry’s par-
t101pat10n in the Centers? Most of the witnesses commenting on this
issue felt that the legislation should encourage industrial participati on
in-the Centers by explicitly addressing industry’s concerns about ex-
clusivity of licenses, proprietary control over 1nform‘xt10n, and antl—
trust implications.

Should DOC, NSF, or both agencies have primary responsibility
for selecting and funding Centers? Most witnesses supported a role
for NSF because of NSF's experience with universities and with co-
operative research. In the event that both DOC and NSF are responsi-
ble for administering the Centers, agency responsibilities must be
clearly delineated and coordmated to avoid jurisdictional conflict and
duplication of effort.

Should industry or universities determine bhe research agenda of
the Centers? Opinions were evenly split on this question.

Should industry and Government share the costs of funding the
Centers; should:Government phase out its funding over a fixed period
of time? There was general agreement that cost- -sharing between
Government and industry is a key element in cooperative research ar-
rangements, since cost-sharing indicates the utility of the Centers to
1ndustry Witnesses dlsagreed however, over whether Government
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should set a time limit for phasing out its support of the Centers. Some
argued that too great an emphasis on reaching self-sufficiency might
distract the Centers from their primary goal of responding to soclety’s
technological problems.

How much funding should be authorized initially to create Centers?
Suggestions for funding levels and the criteria to determine the levels
of funding varied considerably. One witness advocated linking Gov-
ernment investments in the Technology Centers to the amount other
countries invest in a given technology; another said that Government
investments should vary according to the cost of equipment necessary
for developing a given technology

Would the Centers be a necessar y or important Government contri-
bution to the innovation effort? While most witnesses favored the
Centers for Industrial Technology, many said that the Centers would
not be an adequate approach to the innovation problem. According to
such witnesses, the Centers are unnecessary because:

1. Industry already supports research through existing mechanisms
and on its own initiative.

2. Innovation problems derive from a restrictive business environ-
ment, not a need to replenish the supply of new technology.

8. The innovation process is not understood well enough to warrant
implementing an initiative of this sort.

4. The approach taken to increase industrial Innovation in these
two bills might not result in significant changes in innovation activity
unless accompanied by other policy chanaes A number of witnesses
felt that for H.R. 4672 and S. 1250 to be successful changes in the in-
novation “environment,” which is heavily influenced by “Government
policies, would be needed first.



VI. OVERSIGHT ACTIVITIES

The following account of oversight activities is made pursuant to
clause 2(1)(8)(A) of rule XI and under the authority of rule X,
clause 2(b) (1) and clause 3(f) of the Rules of the House of Repre-
sentatives.

Committee oversight of innovation and productivity issues has con-
sisted of an intense program of hearings and study in the Subcommit-
tee on Science, Research and Technology, hearings and study of high-
technology small business through the Subcommittee on Investigations
and Oversight, and hearings and symposia of the full Committee.

The Committee’s oversight findings and recommendations are con-
tained in the views compiled in the body of this report and in other
reports and releases of the Committee and of its subcommittees.

VIL. OVERSIGHT FINDINGS AND RECOMMENDATIONS
BY THE COMMITTEE ON GOVERNMENT OPERATIONS

Pursuant to clause 2(b) (2) of Rule X and clause 2(1) (3) (D) of
Rule XTI of the Rules of the House of Representatives, the following
oversight findings and recommendations made by the Committee on
Government Operations have been received : No statement of findings
and recommendations was received as of July 21, 1980.

VIII. REFERENCE TO THE CONGRESSIONAL BUDGET
ACT

The bill S. 1250 does not create budget authority or direct spending.
Consequently, section 308(a) of the Congressional Budget Act of
1974 does not apply. No funds for State or local financial assistance
are included in S. 1250.

IX. COST ESTIMATE AND COMPARISON,
CONGRESSIONAL BUDGET OFFICE

Pursuant to section 403 of the Congressional Budget Act of 1974
and to clause 2(1) (3) (C) of Rule XTI of the Rules of the House of
Representatives, the following report of the Congressional Budget
Office is included :

(48)
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Cowcresstonal. Bupeer Orrice—Cost EsTIMATE

Jury 18, 1980.

1. Bill number: S. 1250.

2. Bill title: Stevenson Technology Innovation Act of 1980.

3. Bill status: As ordered reported by the House Committee on
Science and Technology, July 2, 1980.

4. Bill purpose: The bill would authorize the Department of Com-
merce (DOC) and the National Science Foundation (NSF) to sup-
port Centers for Industrial Technology. It would establish an Office
of Industrial Technology (OIT) in DOC, and provide a legislative
basis for the Office of Productivity, Technology, and Innovation
(OPTT), which is being formed in DOC. S. 1250 would require Fed-
eral laboratories to establish Research and Technology Applications
(O(fjﬁées, and create a single Center for Utilizing Federal Technology

FT).

The bill would allow the President to award a National Technolgy
Medal to recognize individuals making outstanding contributions to
technology. It would require DOC and NSF to establish a personnel
exchange program, and would establish a 16-member National In-
dustrial Technolgy Board.

S. 1250 authorizes to be appropriated a tota! of $285 million for
fiscal years 1981 through 1985 for activities of the Centers and the
other programs. In addition, the bill provides that one-half of 1 percent
of the research and development budget for each agency with a Fed-
eral laboratory be targeted for technology utilization efforts. The
President’s 1981 budget includes new initiatives to support technologi-
cal innovation, with approximately $8.4 million targeted for activities
similar to those authorized in S. 1250.

5. Cost estimate:

Authorization level :

Fiscal year: Millions
A981 ol e L $24
1982 o - —— - 49
1983 N — 64
1084 74
AOBD e 74

Hstimated outlays:
Fiseal year:

1081 e em 12
1982 82
1988 e C 52
1984 66
1985 72

The costs of this bill fall within budget subfunction 376.

6. Basis of estimate: For the purposes of this estimate, it is as-
sumed that the entire amount authorized will be appropriated prior
to the beginning of each fiscal year. Outlays are estimated to be 50
percent the first year, 30 percent the second year, and 20 percent the
third year, based on information provided by DOC.

7. Estimate comparison: None.

8. Previous CBO estimate: On May 6, 1980, CBO prepared a cost
estimate for S. 1250, as ordered reported by the Senate Committee on
Commerce, Science and Transportation, April 20, 1980. The Senate
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Committee version of S. 1250 authorizes appropriations of $267 for
fiscal years 1981 through 1985 for similar programs promoting inno-
vation in technology.

X. COST AND BUDGET DATA

In accordance with the requirements of section 252(b) of the Leg-
islative Reorganization Act of 1970 and pursuant to Clause 7 of Rule
XITI of the Rules of the House of Representatives, the committee
estimates the costs to be incurred by the Federal Government during
the current and five subsequent years as a result of the enactment of
this legislation as follows: : S

Funds appropriated * Funds for utilization
pursuant to authority of Federal tech-
in this bill that would nology. that would
not otherwise be ap- - not otherwise be ap- -

propriated propriated . Total
Fiscal year: : ’

198 iiiemcemeieeman———— : $8, 400, 000 0 $8, 400, 000
1982 49, 000, 000 $20, 000, 000 69, 000, 000
1983, 64, 000, 000 S 21,000, 000 85,000, 000
1984, 74,000, 000 . 22,000, 000 - 96, 000, 000
1985.. .. 74, 000, 000 23,000, 000 97, 000, 000
e S o 0 24,000, 000 24,000, 000

XI. EFFECT OF LEGISLATION ON INFLATION

In accordance with Clause 2(1)(4) of Rule XI of the Rules of the
House of Representatives, the following statement is made concerning
the inflationary impact of the legislation: The costs of the bill are
only a tiny portion of the national economy and are assessed to have
no adverse inflationary effect on prices and costs in the economy in
either the long run or the short run. The bill is designed specifically
to improve innovation and productivity in the economy, and in the
medium to long run (within two years and then continuing) the
bi}ﬂl %ﬂsg assessed to have a strong positive impact on the reduction of
inflation.

; XII. COMMITTEE RECOMMENDATION
~ The bill was ordered reported on July 2, 1980 by the Committee by
voice vote. o

XIIT. ADMINISTRATION VIEWS

In addition to testimony presented at hearings on the subjects of
this bill, comments on the bill as reported by the committee have been
received from the Department of Commerce, the National Science
Foundation, and the Department of Justice. These views follow :
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A. DeErARTMENT oF COMMERCE

f"ﬂ;i;c""*—,n ,
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18 JUL 1380

Honorable Don Fugua

Chairman, Committee on Science and Technology
U.S. House of Representatives

Washington, D.C. 20515

Dear Mr. Chairman®
There is presently pending before your Committee the report on
S.1250, a bill ordered reported,

"To promete. United States technological innovation for the
achievement of national economic, environmental, and social
goals, and for other purposes.®

In ordering the bill reported your. Committee made substantial
revisions to S. 1250 as passed by the Senate,\some of which
cause the Adninistration very serious concern. We hope that
before the bill is considered on the floor the Committee will
reconsider its action and further amend the bill as set forth
below.

Subsection 11(b) reguires each Federal laboratory to establish
a research and technology applications office to provide and
disseminate information on Federally-owned or originated
technology to State and local governments and to private
industry and to provide technical assistance when requested by
State and local government cfficials. Each Federal laboratory
with a budget in excess of $20 million would be reguired to
assign at least one professional full-time to the office and,
starting with fiscal year 1982, each Federal agency which
operates or directs a National laboratory would be required to
set aside 0.5 percent of the agency's research and development
budget to support technology transfer functions at the agency
and its laboratories. Subsection 1l{c) sets forth functions
for the offices and subsection ll{e) establishes reporting
requirements.

As the other Federal .agencies have stated in letters to you,
the Administration believes the policy of set asides as
stipulated in subsection 11(b) is neither administratively
sound nor appropriate. Not all Federal laboratories have
research programs which generate significant quantities of
information which could be usefully transferred. It would be
wasteful to require these laboratories to establish technology
transfer offices. Yet other laboratories utilize
centrally-located staffs serving several laboratcries to
accomplish technology transfer. The Administration believes
the responsibilty for creating and structuring laboratory
offices should be left to the Executive Branch.
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The specified minimum staffing requirement and budgetary set
aside are also objectionable. As the other Federal agencies
have detailed to you, the set aside dictates a multimillion
dollar: program in a whole range of agencies at the expense of
other existing and important programs. Further this provision
has been added by.the Committee outside the normal
Congressional authorization and appropriation process and
without any of the normal scrutiny associated with the
Executive budget process.

For these and other compelling reasons such as the requirement
in subsection 11(d) (3) that the Center for the Utilization of
Federal Technology, despite no money being included in the
President's budget for that function, fund, where necessary,
the laboratories' costs of providing technical assistance under
subsection 11{c).{4) to State and local governments, we believe
that subsections 11(b), (c) and (e} should be deleted from the
bill.: = : ‘

Subsection 11 (d) establishes a Center for the Utilization of
Federal Technology (CUFT) in the Department of Commerce to
serve .as a central clearinghouse for Federally-owned or
originated technical information. - We are already planning to
establish a similar entity by the same name in the National
Technical ‘Information Service of this Department for fiscal
year 1981. -The President has requested $1.2 million to fund
CUFT in fiscal year 1981, In order to make subsection 11(d)
consistent with the President's: planned activities for CUFT and
the deletion of subsections 11{b), (c), ‘and . (e), we recommend
that it be renumbered subsection 11 ({b) and revised to read:

(b) CENTER FOR THE UTILIZATION QF FEDERAL  TECHNOLOGY--

There is hereby established 'in- the Depértment of Commerce a
Center for the Utilization of Federal Technology.: The
Center -for -the Utilization of Federal Technology shall--

(L)yserve as a central clearinghouse for the
collection, dissemination and transfer of information
on Federally-owned or originated technologies having .
potential application: to: State:and local governments
and to private industry; : g

(2)use appropriate technology transfer mechanisms such
as personnel exchanges and computer—based systems;

(3)use the expertise and services of the National
Science: Foundation and. the existing Federal- Laboratory
Consortium for Technology Transfer, particularly in
dealing with ‘State and:local governments; and
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(4)receive requests for technical assistance. from
State and local governments and refer these requests
to appropriate Federal laboratories.

The bill would:direct the Secretary of Commerce to.establish .an
Office of Industrial Technology headed by a Director and would
assign the Director a variety of duties designed to enhance
technological innovation .in the United States.  Rather . than
assigning these duties and authorities directly to the
Director, the biil should be revised to assign them to the
Secretary. This would be consistent with existing legislative
authorities exercisad by such Departmental operating-units as
the Patent and Trademark Office, the National Bureau of
Standards - (NBS), and the National Technical Information Service
(NTIS). Consistent with the proposed reorganization of :this
Department'’s Off-ice of Science and Technology and .the proposed
renaming of the Assistant Secretary for Science and. Technology
as the Assistant Secretary:for Productivity, Technology and
Innovation, we plan to have the Director report to this
Assistant Secretary. Accordingly, we recommend that the
references in sections-6-and 7 to the Director be revised to be
references to the-Secretary and that the first sentence of
subsection-5(c) be revised to read: .

{c) Dutlas.—nThP %ecretary, +through the Dltector, on a
conulnulng ba51s, shall =—.

The bill would reaulre that ‘the Director be app01nted by the
President, by and with the advice and consent of the Senate.
Consistent with our planned reorganization, we:believe that the
Director should be appointed by the Secretary rather than by.
the President. We also believe it would be premature. to make
the Director an Executive Schedule level V. Therefore, we
recommend - that subsection 5(b) be revised to read:

(b) D1rector.——The Secretary shall app01nt a Director of
the Office.

Subsection 6(e) deals with the;disposition of inventions
conceived or made under the auspices of a Center for Industrial
Technology supported at least in part by Federal funds. This
provision, for the reasons set forth in a letter to you from
the Department of Justice, is inconsistent with the provisions
of H.R. 6933, the Administration's omnibus patent policy bill.
It must be stressed that our objection is not merely based on
the substance of the differences; even more importantly we
oppose the legislative creation of yet another "special case"
patent policy. A uniform government-wide patent policy is
needed to eliminate the confusion and disincentives inherent in
the vast array of statutes and regulatory authorities
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establishing patent policies for the Federal agencies. We
would prefer that the bill be silent on the issue of patent
policy, letting this Department's patent policy, as that of the
supporting agency, govern allocation of patent rights pending
enactment of uniform government—w1de patent policy legislation
such as H.R. 6933. .

Subsection 6(f) would require-a mandatory antitrust review by
the Attorney General before a Center for Industrial Technology
can be established.  In recognition that establishment of some
Centers may involve only antitrust questions that can be
satisfactorily resolved without review by the Attorney General
by reference to existing. law and announced positions of the
Department of Justice, that antitrust questions needing review
by the Attorney General may arise subsegqguent to establishment
of a Center as planned activities change, and to make clear
that the antitrust laws remain applicable regardless of any
opinion issued by the Attorney General, we recommend that
subsection 6(f) be revised to read as follows:

(f) Additional Consideration.—-The Secretary may request
the Attorney General's opinion whether the proposed joint
research activities of a Center would violate any of the
antitrust laws. The Attorney General shall advise the
Secretary of his determination and the 'reasons for it
within 120 days after receipt of such request. However,
the establishment of a Center, the rendering of an opinion
by the Attorney General, or any other activity:undertaken
or approved under this Act shall not convey to any person,
association, corporation or other business organization,
immunity from civil or criminal liability, or create
defenses to actions under any antitrust law.

Section 8 would authorize the National Science Foundation (NSF)
to provide assistance for the establishment of Centers. We
support NSF’s suggestions that section ‘8 could be dispensed
with because the National Science Foundation Act provides NSF
with ample authority with respect to Centers and that
appropriate conforming changes be made elsewhere.

Section 10 of the bill would establish a National Industrial
Technology Board (NITB) to advise the Secretary and the
Director as to the activities of the Office of Industrial
Technology and as to any other matters that the Secretary or
the Director refer to it. This section is unnecessary, removes
needed administrative flexibilities, and will be expensive.
The existing Commerce Technical Advisory Board {CTAB) which is
chartered (copy attached) under the Federal Advisory Committee
Act presently performs many of the same types of tasks
specified for the NITB: Its members serve on an expenses only
basis, at the will of the Secretary, while members of the NITB
would have fixed statutory terms of office and could receive
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compensation at the daily rate of a GS-18 as well as expenses.
We estimate that compensation for the NITB members could exceed
$50,000 per year. Because the CTAB exists under Executive
Branch charter rather than being legislatively created with
fixed terms, members may be added or dropped from the Committee
at the will of the Scretary as special expertise is or may no
longer be needed. The existing CTAB has an outstanding record
of performance and we are opposed to any attempt to replace it
with another committee. Accordingly, we believe that the bill
should te revised to delete section 10. At most, the bill
should only require that the Secretary assign the functions
specified for NITB to an appropriate advisory committee.

Section 14, which authorizes the appropriation of funds, should
be revised to be in accordance with the President's budget
request for fiscal year 1981 ($5.2 million for the Centers for
Industrial Technology, identified as the Cooperative Generic
Technology (COGBNT) program in the President's budget, and $1.2
million for CUFT) and to provide an authorization of such sums
as may be necessary for future fiscal years.

Finally, to reflect the Administration's and Congress's concern
for involvement by minority firms, entrepreneurs, and inventors
in technological innovation, research and development, we
request that the following language be incorporated in the
Committee report on the bill:

The greater use of minorities in the scientific and
technological fields would contribute significantly to the
development of American industry to its full technological
potential. The innovative talents of this segment of our
economy could greatly enhance our overall national
scientific technological capability.

To address this problem, the Minority Business Development
Agency (MBDA) of the Department of Commerce has, through
its Industry and Technology Program, established and is
utilizing a national system of Technology Commercialization
Centers. These Centers serve as brokers between private
and public sector markets and programs and minority
concerns producing or seeking innovative concepts, designs
and goods.

It is expected that the entities created by this Act will
assist and cooperate with the MDBA Program and its system
of Centers.
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We have been advised by the Office of Management and Budget
that there is no objection to'" the submission of this letter to
the Congress from the standpoint of the Administration’'s
program. - : g

Singerely, ‘j;/
(£ %} ZZ .

Homer E. MOy¢
General Coun
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B. NaTioNaAL ScieENcE FouNpbaTioNn : .

NATIONAL SCIENCE FOUNDATION
WASHINGTON. D.C.. 20550

orrice or Tue JUL 16 1980

DIRECTOR

Honorable Don Fuqua

Chairman, Committee on
Science and Technology

U.S. House of Representatives

Washington, D.C. 20515

Dear Mr. Chairman:

Thank you for your letter of July 1, 1980, inviting com-
ments from the National Science Foundation on S.1250, The
Stevenson Technology Innovation Act of 1980. We under-
stand that S. 1250, as amended and reported to the full
Committee on Science and Technology by the Subcommittee
on Science, Research, and Technology, has not yet been
reported by the full Committee. 1Its focus appears to be
on industrial innovation in those sectors of the economy
that, unlike defense, energy, and health, are not currently
within the mandate of any specific agency. Industrial
innovation is also, as you know, the focus of continuing
attention by the Administration and, in particular, by
the National Science Foundation and the Department of
Commerce.

We are anxious to work with the Committee in constructive
partnership to help reverse the troublesome decline in
industrial innovation. S. 1250 could be the focus for
such cooperation. As you know, however, there were no
hearings before the Subcommittee on the amendments. it

has added and no request for comments from the affected
agencies. 1In particular, the agencies have not had an
opportunity until now to comment fully by testimony or
letter on the provisions relating to technology transfer
by Federal laboratories and centers.

As indicated in Dr. Atkinson's brief letter to you of

June 30, the NSF would appreciate an opportunity to be
heard on the Subcommittee amendments that will affect the
NSF before final action is taken., At the same time, we
recognize the late-session pressures that have been moving
the Committee to early action. Under the circumstances

we hope that the Committee will consider changing the bill
before floor action to reflect comments from the NSF and

other affected agencies.
RECEIVED
JUL 171380

COMMITTEE ON SCIENCE
AND TECHNOLOGY
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Technology and Innovation Centers at NSF

As the Committee knows, the National Science Foundation
has pioneered in establishing technology and innovation
centers of the types envisioned in the key provisions of
S. 1250. Dr., Atkinson described what we have been doing
in testimony on earlier versions of the bill, We fully
expect to keep doing those things and to expand our
efforts in keeping with the President's Innovation Initi-
ative so far as the realities of budget constraints permit.
Issues of budget priority within and between agencies
would, of course, continue to be addressed through the
budget, authorization, and appropriations process whether
or not S, 1250 mentions the NSF,

S. 1250 as proposed and as it passed the Senate did not
mention the NSF, being intended primarily to provide the
Commerce Department with new impetus, authority, and
structure in this area. The NSF believes an expanded
Commerce Department role is desirable. We gather that
the Subcommittee added reference to the NSF in order to
recognize and reinforce the NSF's role as well. We
appreciate that intent and want to express our strong
positive response to it.

At the same time, however, the NSF does not need more
authority for technology and innovation centers; the
National Science Foundation Act already provides ample
authority, and we have been using that authority exten-
sively. The duplicate authority provided by this bill
would carry new requirements for which we see no need.

In particular, the special patent and antitrust procedures
of section 6(e) and (f), as applied to the NSF by section
8(a) [last sentence], would be unnecessary and disruptive,
at least in their present form.

Section 6(e) would provide a separate patent policy regime
for one program or one small group of programs. This is
incongistent with efforts currently under way in the Con-
gress, and backed by the Administration through its sup-
port of H.R. 6933, to establish a uniform policy governing
inventions that result from Federally supported research.
Moreover, the proposed separate regime would confront NSF
staff, grantees, and actual or potential licensees with a
separate set of rules and regulations to cope with. This
would be tolerable if some improvement in our policy were
effected by it. 1In fact, however, the difference between
the proposed regime and what the NSF has been doing in
this context under our existing patent policy would be
only technical, not substantive.
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So far as we are aware, none of those involved in our
existing innovation and technology centers has had any
difficulty with the application of our existing patent
policy to them. Nor has any member of Congress expressed
any concern in that regard. On the contrary, the NSF has
been complimented on the flexibility and enlightennment

of its patent ‘policy in this and other contexts. Apart

from creating a paper symmetry with -the provisions affecting
the Department of Commerce, therefore, the application of
6(e) to the NSF would accomplish nothing of value.

Section 6(f) would require that before an award could be
made to establish an Industrial Technology Center, the
supporting agency would have to obtain from the Attorney
General an opinion on whether the joint research done
there would violate the antitrust laws. In some cases
this could create an unnecessary and undesirable pro-
cedural obstacle. )

Clearly, Government support or sponsorship of such a
Center would 'not convey any antitrust immunity, and both
the establishment of the Center and ‘the ancillary arrange~-
ments for it would be subject to antitrust scrutiny.

For that reason, either the NSF or the participants in the
Center might very well wish to seek an antitrust opinion
from the Justice Department and perhaps also from the FTC,
Indeed, the NSF and: OSTP have just such a request pending
at this time in connection with the proposed Ocean Margin
Drilling Program, and the industrial participants have
insisted on a provision requiring an opinion from Justice
as a condition for their participation even in the first
year of the Program.

However, other Centers might involve no antitrust questions
that cannot be satisfactorily resolved by reference to
existing law and announced positions of the Justice Depart-
ment. " For example, we believe innovation centers of the
kind described in section 6(b)(2) do not often involve
antitrust problems. Even centers for joint research
activity may in our view raise no novel antitrust problems
that will require resolution by the Justice Department,
particularly once the Department publishes its planned
Antitrust Guide for Research Joint Ventures. The antici-
pated Guide will contain a detailed exegesis of antitrust
law and enforcement: policy affecting both the establish-
ment of such ventures and their ancillary arrangements.
We understand that it will probably include- specific
examples on which- sponsoring agencies” and“the: center
participants will be able to draw in constructing their
arrangements and evaluating antitrust consequences, '
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Thus in certain cases antitrust advice will be necessary
or desirable. 1In other cases, however, such advice could
be unnecessary and constitute only a paperwork obstacle
and source of delay for the centers and an undue ‘burden on
the Antitrust Division. Again, moreover, we are aware Of
no complaint or concern that any of the past or present
centers established with NSF support were or are anticom-
petitive; we have always been careful about that. Why
then is this additional requirement necessary?

We should perhaps add that we have invariably found the
Antitrust Division helpful, thoughtful, and reasonable.

Our concern is not that they would impose any inappropriate
obstacle to any research joint venture the NSF would want
to sponsor. It is that submitting each and every center
for review that seems truly called for in some cases but
not in others would involve wasted effort and delay.

Should there be any doubt that the antitrust laws apply to
centers established under this bill as they would to any
other such ventures, we see no reason why an appropriate
savings clause would not suffice to meet -that concern.
Given an opportunity to consult with the Committee, the
Justice Department would undoubtedly be able to suggest
language for such a clause.

Thus, we believe that section 8 of the bill could be dis-
pensed with -~ though with the understanding that no reduc-
tion or retreat from the NSF role in the area is implied.
Or, if section 8 were retained, we would recommend that

the last two sentences of section 8(a) be dropped.

Technology Transfer at National Laboratories and Centers

Our second major comment relates to section 11 of the

bill, dealing with "Utilization of Federal Technology". :
Subsection (b) of that section would require establishment
at every Federal laboratory and research center (sweepingly
defined in section 4 of the bill) of an Office of Research
and Technology Applications. It would also specify staf-
fing for these offices at laboratories or centers above

a certain size, and it would require each agency that

funds such. laboratories or centers to set aside for these
offices and other technology~transfer activities a speci-
fied percentage of its total R & D budget, without regard
to the nature of the agency's laboratories and centers or
their relationship to the total budget affected. We appre-
ciate the impulse behind these proposed requirements and
the wish to emphasize the importance of technology transfer
efforts. But in our view the reguirements themselves

would be unwise and administratively unsound.
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In deneral, legislative prescription of administrative
structures and staffing patterns at this level of detail
seems to us inappropriate and intrusive on functions of
the Executive branch and its managers. Applied to labor-
atories and centers many of which have been deliberately -
placed under independent operation, it seems especially
so. In a number of cases, moreover, such as NSF astro-
nomy centers (including one in Chile), it is not obvious
what the required offices would usefully be able to do.

Much the same objection applies to detailed set-asides of *
particular budget shares for special functions, such as
would be proposed here. What this amounts to, to the
extent the function is not already being funded, is estab-
lishment of a new program in each of a whole range of
agencies (totaling many millions of dollars, including
roughly $4.5 million at NSF alone) at the expense of other
existing and important programs (since no new money is
appropriated), with none of: the normal scrutiny associated
with the Executive budget process or the Congressional
authorization and appropriation process. We would like

to express a strong objection to this feature of the bill
and to its introduction into the bill without hearings or
any other opportunity for affected agencies and constitu-
encies to comment.

Indeed, the subjects dealt with in section 11 might gener-
ally profit from more opportunity to draw on existing
experience and to discuss arrangements with the Federal
laboratories and other interested parties. Achieving
effective technology transfer in this context (or any
other) is not simple and involves tricky issues of avoiding
competition with commercial engineering and consulting
firms.

In addition, the definition of "Federal laboratory" in
section 4(7) is a source of concern to us. We believe it

is unduly vague and sweeping. For example, it appears to
encompass NSF national research centers that perform basic
research in astronomy or the atmospheric sciences, from
which immediate technology transfer cculd be very limited
at best. We share with other agencies an added concern
over the reach of the undefined and open-ended term “center”
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In closing I would like to reiterate the interest of the
National Science Foundation in working with the Committee
to address broadly the stimulation and dissemination of
industrial innovation in the U.S. economy. Whatever the
fate of particular provisions in this bill, that matter
will continue to deserve priority attention from all of
us. .

The Office of Management and Buddet has advised us that

there is no objection to the submission of this report
from the viewpoint of the Administration's program.

Sincerely yours,

-~ Donald N. Langenbefg

Acting Directo
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"C. DEPARTMENT oF JUSTICE

U. S. Department of Justice
Office of Legislative Affairs

Office of the Assistant Attorney General Washington, D.C. 20530

JUL 18 1980

Honorable Don Fuqua

Chairman, Committee on Science and Technology
House of Representatives

Washington, D.C. 20515

Dear Mr. Chairman:

5. 1250, the "Stevenson Technology Innovation Act of 1980%,
is now pending before your Committee. The bill in a different
form passed the Senate on May 28, 1980. Although we testified
before a Senate Subcommittee on the Senate version of the bill,
we have not yet given our views to any Committee or Subcommittee
of the House.  We would like to do so in this letter.

Oour comments address the implications of this bill only for
antitrust, competition and government patent policy. The
Department does not at this time take any position on the
other policy issues involved in this legislation or on the need
for legislation of this general type. The Department suggests
herein the addition of an antitrust savings clause to further
clarify the fact that the activities of Centers for Industrial
Technology created under the bill are not in any way immune from
attack under the antitrust laws. Also, the Department objects
to the patent provisions of the bill because they are inconsistent
with H.R. 6933, the Administration’s bill to create a uniform
government patent policy, now scheduled for mark-up before the
House Subcommittee on Courts, Civil Liberties and the Administra-
tion of Justice.

A. Suggested Antitrust Amendment

From the perspective of antitrust and competition policy,
the most important provisions of S. 1250 are §§ 6-8. Those
sections would require establishment of an Office of Industrial
Technology within the Department of Commerce, would require the
Director of that Office and the National Science Foundation (NSF)
to provide assistance for the establishment of Centers for Indus-—
trial Technology (Centers), and would provide seed money for certain
research and development programs undertaken by those Centers.
These Centers would be affiliated with universities or other
nonprofit institutions and would strive for technological
innovation through cooperative activities between those institu-
tions and private industry.
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S. 1250 may permit direct competitors in an industry, through
joint funding of a Center, to coordinate their basic and applied
R&D programs. Because of this coordination, Centers have some
anticompetitive potential, and must be structured and operated in
ways that do not run afoul of the antitrust laws. This Department
has previously given views on the applicability of the antitrust
laws to joint research ventures such as the Centers. See Statement
of Ky P. Ewing, Jr., Deputy Assistant Attorney General, Antitrust
Division, Department of Justice, National Technology Innovation
Act: Hearings on S. 1250 Before the Subcommittee on Science,
Technology, and Space of the Senate Committee on Commerce, Science
and Transportation, 96th Congress, lst Sess 153 (1979). 1In sum,
while joint research ventures are not necessarily illegal under
the antitrust laws, they can be. The legality of the arrangement
generally turns on all of the circumstances surrounding it, such
as the characteristics of the industry, the identity of the partic-
ipants and their relationship to one another, the scope and duration
of the joint research project, whether the joint venture avoids
unnecessary and wasteful duplication of effort, the ability of
the participants to conduct similar research individually, access
by nonparticipants to the benefits of the venture, and the existence
of any collateral restraints and activities. It is important to
note that the purpose of antitrust law in this area is to foster
innovation through competition. Joint research ventures that
retard innovation are those that are likely to raise antitrust
problems.

We have monitored S. 1250 since its introduction in the Senate
and have always understood that the antitrust laws would be fully
applicable to activities of the Centers. So that this understanding
would be expressly clarified in the bill, Ky P. Ewing, Jr. suggested
during his Senate testimony last year that "continued applicability
of the antitrust laws should be made explicit in any legislation
along these lines." See Hearings, supra at 153, 157. When the
bill passed the Senate on May 28, 1980, present section 6(f) was
added, requiring the Director or NSF, prior to the commitment of
substantial funds to a Center, to request from the Attorney General
"an opinion whether the joint research activities of the Center
would be in violation of any of the antitrust laws.” While this
express recognition of the applicability of antitrust laws to
research Centers is a welcome addition, the Department supports
amending section 6(f) so that it would read:

“(£) Additional Consideration —-- The Secretary may
request the Attorney General's opinion whether the
proposed joint research activities of a Center would
violate any of the antitrust laws. The Attorney
General shall advise the Secretary of his determination
and the reasons for it within 120 days after receipt of
such request. However, the establishment of a Center,

2
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the rendering of an opinion by the Attorney General, or:
any other activity undertaken or approved under this
Act, shall not convey to any person, association,
corporation or other business organization immunity from
civil or criminal:.liability, or create defenses to
actions under any antitrust law."

The antitrust savings clause added by the last sentence of this
amended version of section 6(f) would further clarify the fact
that activities of the Center are in no way protected from normal
application of the antitrust laws. 1/

B. Objection To Patent Provisions of S. 1250

Section 6(e) of S. 1250 contains a number of provisions
regarding the allocation of any patent rights emanating from
research and development at the Centers. These provisions,
however, are in .a number of ways significantly different from
the provisions of H.R. 6933, the Administration's omnibus patent
bill which we support and which is now scheduled for mark up
on July 22-23 by the House Subcommittee on Courts, Civil
Liberties and the Administration of Justice. The Department
objects not only to these individual differences but, even more
importantly, to the fact that S. 1250 is inconsistent with the
attempt in H.R. 6933 to create a uniform policy for all government
agencies with respect to the allocation of patent rights in fed-
erally funded inventions.

It has long been recognized that a uniform government patent
policy is needed to eliminate the confusion inherent in the vast
array of statutes and regulatory authorities presently directing
agencies to allocate patent rights in inventions made by government
contractors. It has also been recognized that such legislation
should seek to achieve four distinct goals: (1) permit the
government to protect adegquately the public's equitable interest
in inventions resulting from federal funding; (2) encourage con-
tractors to exert their best efforts as well as encourage their
widest possible participation in government sponsored research
and development programs; (3) assure that inventions resulting
from government funding will be fully disclosed to the responsible
agency; and {4) induce the commercialization, under the most
competitive circumstances possible, of any commercially valuable
inventions resulting from federal funding.

1/ our amended version of secticn 6(f) would also make permissive
the mandatory requirement of seeking advice from the Attorney
General. This change would eliminate the need to seek such advice
when the activities of a Center are clearly legal.

3
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Because these goals tend to conflict in some ways, there has
not been previously any broad consensus as to the appropriate
manner in which to allocate rights in government funded research.
In fact, controversy in this regard has existed for over thirty
years. Presently, the goals are being accommodated in a number of
different ways by different government agencies and no comprehensive
legislation uniformly controls the disposition of invention rights
for all those agencies. Indeed, some agencies that are subject to
more than one statutory or regulatory scheme have adopted patent
rights allocation policies that vary according to the particular
research and development program in which the contractor is partic-
ipating.

This lack of uniformity has created confusion among the con-
tractors who perform research and development activities for several
agencies or programs. As President Carter observed with respect
to federally funded invention rights in his Industrial Innovation
Message to the Congress of October 31, 1979: "This confusion has
seriously inhibited the use of those patents in industry." The
Administration's bill, H.R. 6933, which embodies the President's
proposal for a uniform government patent allocation system, would
replace the numercus conflicting patent allocation policies presently
in force with a. single, government patent policy. S. 1250, however,
would undermine that proposal by including provisions which differ
from those of H.R. 6933 with respect to one type of government R&D
contract. Rather than see yet another patent policy passed by
Congress, applicable to only a specific type of contract entered
into by two government agencies, we suggest that S. 1250 not contain
patent provisions and that the existing patent policy of these two
agencies apply until a: uniform government patent policy, such as
that embodied in H.R. 6933, becomes law.

Apart from undercutting the objective of a uniform government
patent policy, S. 1250 does not accommodate as sufficiently as
does H.R. 6933 the four goals, mentioned above, which proper
government patent policy legislation should achieve. The Adminis-—
tration's bill generally provides for the government —-- not the
contractor -— to take title in inventions resulting from federal
funding when the contractor is a big business. 2/ Such contractors
receive exclusive licenses in fields of use that they specify and
in which they agree to commercialize the inventions, so long as
the receipt of these rights is not inconsistent with the public's
interest in those inventions. The government retains the right to
license the invention or otherwise make it available to the public

2/ Title goes to contractors who are small businesses or non-
profit institutions.
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in fields of use not specified by the contractor. §S. 1250, on the
other hand, gives each Center (i.e. the contractor) the option of
acquiring title, even when the Center involves participation by a
big business and participants in the Center have agreed. to give
title to that big business. The acgquisition of title in effect
means that. the. Center has exclusive rights in all fields of use,
whether or not all those fields are commercialized by the Center.
The government has no authority toc license the invention in. the
fields of use that are of no interest to the Center or its partic-
ipants.

In our view, the granting of title. to the contractor in
8. 1250 represents a departure from previous legislation concerning
the allocation. of patent rights in federally funded inventions.
Congress has addressed. this issue on numerous occasions but, we
believe, has never: enacted a statute that would normally provide
contractors with title to such inventions. Most statutes provide
either that title will be retained by the government or that the
federally funded research will be made available to the public.
While statutes permit the government to waive title to the contrac-
tor, they do so, only when certain specified public interest criteria
are met.

H.R. 6933 also departs from previously enacted legislation by
allowing contractors normally to receive exclusive rights (i.e.,
exclusive licenses for big-:businesses and title for small busines-
ses). It does so in recognition of the fact that contractors often
need exclusive rights to justify the expenditures necessary to com—
mercialize an invention. Unlike S. 1250, however, H.R. 6933 limits
the rights of big business contractors to designated fields of use.
Moreover, H.R. 6933 attempts to grant exclusive rights only within
a framework that protects the public's equitable interest in the
invention. Essential to this framework are two provisions in
H.R. 6933 which seek to prevent contractors who receive federally
funded inventions from achieving anticompetitive results through
such receipt. Under H.R. 6933's "second-look"” provision, the
government is provided with the opportunity to prevent a big
business contractor's initial acquisition of an exclusive license
in the invention when such an acguisition would violate the antitrust
laws if the receipt by the contractor of such a license were deemed
an acquisition of assets of another corporation. Under H.R. 6933's
"march-in" provision, the government has the right, after any
contractor has obtained exclusive rights, to modify those rights
if the acquisition of them would have violated the antitrust laws.
Both the "second~-look" and "march-in" standards incorporate the
traditional competition standards of Section 7 of the Clayton Act.
As such, the government may exercise its "march-in” and "second
look" rights when the contractor's acquisition of exclusive rights
may tend substantially to lessen competition, even if such a
lessening of competition has not yet occurred.

5
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S. 1250 provides the public with significantly less competi-
tive protection than do the "second-look" and "march-in" provi-
sions of H.R. 6933. §S. 1250 includes no "second-loock" provision.
Therefore, the government will have no opportunity under S. 1250
to evaluate the competitive impact of a big business contractor's
initial acquisition of exclusive rights in an invention, 'at the
time of that acquisition. While S. 1250-contains an antitrust
"march-in" provision, it is less desirable than the one in
H.R. 6933. Under S. 1250, the government may exercise its
"march-in" rights only when "the granting of exclusive rights in
the invention has tended substantially to lessen competition or
to result in undue market concentration." Therefore, unlike
H.R. 6933, S. 1250 does not allow the government to "march-in"
until the competitive harm already has occurred. Moreover,
the "march-in" rights of S. 1250 are available only against
contractors and licensees, not assignees. As a result, an assign-
ment of title in an invention by the Center would nullify the
"march-in" rights.

The Office of Management and Budget has advised that there
is no objection to the submission of this letter from the stand-
point of the Administration's program.

Sincerely, P

(signed) Alan A Parker

Alan A. Parker
Assistant Attorney General
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