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Mr. Chairman and Members of the Subcommittee ' o f”étz_ﬂ_
| It is clear that American industry is in the midst of a-
"major_economic transition;' Part of'the‘transition is being
~caused by_a.woridwide explosion in new_techhologies. |
-_Microeiectronics, bicgenetics, robotic¢s, new materials,
information sciénbes,”énd other new technologies will shape the
‘world's future-econdmic'growth. .Our recent huge trade deficits
are aE least partiallj explained by new foreign inventions taking
an incfeasihg part of markets previously ddminated by United
States goods. |
| "However, depénding on how7ﬁg'react as_a nation, the total
impact can be.pOSiEive. The delivery of new American ihventions,'_f
| Qhether.bublicf or privately funded, to thé'marketplace c¢an
create an array of‘neﬁvbuéihesses,'and new businesses mean new
.'jobs. o v o |
Today f ﬁaht tﬁ'discuss-thé-eiciting QpportunitiQS'thatfaré7_
now.before.ﬁs for inCtéésing the publi¢ ééc£of contribution ﬁo

innovation.




In the last few years the U.S. has invested on average

s 110 billion dollars annually in research and develoPment.
Fifty-five billion of thlS is federally -funded; the other half is
funded by the private sector.

A federal investment.of this magnitude reises two
fundamental queetions: First, are we unduly subsidizing foreign
competition? Second, are we getting a fair return?

The first guestion cannot be answered conclusively, but
we must be vigilant in ensuring that this does not occur. For
research that has clear practicel'applicability, we must try to
"ensure‘that American industry has firet ac;ess to the'results of
such research -- while at the same time preserving the free and
open scientificICOmmunication that has historically been so
1mportant to the U.S. research enterprise.

As I will discuss later, we must provide a clear policy to
contractors on the control of the very valuable technical data
they produce. Fihaliy, for our own benefit, we must ensure that
America industry.is aware of the veriety of federal programs tb_
disseminate commercially valuable technical informatioh._

- As to the second questlon, a number of flgures suggest that
we could get a better payoff frOm the federally—funded share of
our national R&D effort. For example, approxlmately-lZD,OOO
'patentrapplications are filed in the U.S. Patent and Tredemark
Office annually.' of these,'less_than 3,000 can'be identified as
_emerging'from government sponsored reéearch. The'remaihder are
the_result'of private sector R&D - inbluding those coming from

foreign sources. In addition, less than five percent of the




28,000 patents owned by.the United Stated Government have beenr
licensed. Statistics like these, numerous studies on the

o utiiization of results from federally-funded résearch, and
inéreased_foreign competition demonstrate why the Administration
 _has providéd strong 1eadership to help incréase the rate.of_U.S.
commercialization of the new products and proceéses created by
the $55 billion federal investment in R&D.

In the past the ownership or management of techhology'was.
often separated from the R&D organization that.dreated the
technology, putting it in the hands_of managers who often had
" neither first hand knowledge of the technology nor an ability.to
gage its value. This kind.of managemeﬁt makes it much more. '
.difficult to continue the iterative procéss necessary to delivef"
_technoiogy to the marketplace successfully.

The Administration believes that a key eleﬁent in_incfeasing.
.the commercialization of Federaily*supported R&D results is to
decentralize technology management by permitting the_c:eating or
~inventing organiZations td own and manage technology developed
with government funds. Such organizations would include
. government laborato:ies.as well as univeréities and pfivate'
firms. | _

Owngrship and management_of technoiogy by'the federally-
funded invehtihg or creating'organization brings with it
inééntives to evaluate each new technology énd detefminé whether' 
it should be published only, patented, copyrighted, mainiained as
confidential'information; possibly trademarked or somé'

combination of these actions. These incentives are the prospects



of income, outside risk capital and royalty return. These
incehtives have already prompted federally-funded organizations
such as universities and their publication oriented'employeef
inventors to-identify new patentable technologies énd then to .
assume the complex responsibility of managing them on to the
marketplace.

These ihcentives are important in a free market economy
because intellectual prdperty rights must be established and
sometimes licensed away to justify the investmen£ of private risk

funding in most technologies. Failure to establish such rights

- in a potential marketable product by the creéting organization

could greatly diminish tﬁe'incentives to complete development
through to the marketing.of this product. ‘
Public Laws 96-517 and 98-620 give to universities
(inclﬁding uniﬁérsities managing-govérnmént—owned_laboratorieS)
and-small businesses the first right of ownership ﬁo patentable

inventions they make in performance of federally-funded research.

‘The President's February 18, 1983 Memorandum on Patent Policy

'extends that right; to the extent.not prohibited by law, to all

other classes of contractors, Public Law 99-502, The Federal
Technology Transfer Act of 1986, extends the principle of

decentralized management to government operated research

'laboratoriesgby permitting the federal agencies to delegate the
‘management of laboratory technology to the director of. the

~ laboratory.

The success of this effort to decentralize management Of new

technology is being borne out in many states that are planning




long—-term economic grdwth around increased R&D cooperation
between their universities and the private sector. Under P, L.
§5-502. federal laboratories can now be included.in such
“arrangements. This type of federal, state, university, and
privéte sector cooperation under local leadership will be
essential if we are to maintain technological leédership in the
world. |

While the laws and regulations that I have feferred to are
limited to tﬁe management of patentable inventions, the
Président's Janua;y_27, 1987 Competitiveness Initiétive Statement
annéunced the Administration's intent to extend thé policy.of
cdntractor ownership to .the nonpatentable resulﬁs.of federélly—'
funded reséarch. Item 21 of the competitiveness initiative
s_tateé: _ |

_“The Reagan Administration will implement a policy to help

commercialize non-patentable results of Federally funded

research by permitting Fedéral-éontractors to own sdfﬁware}

engineeriﬁg drawings, and other tedhnical data generated by |

Federal contracts in exchange for royalty-free use by the

- Govetnmént;?

This policy change is directed toward creating an
incentive fof comﬁercializaﬁion by_oﬁr contractors of know-how
and ideas £hat cannot be'protected by patent but ére,
nevertheleés of potential ecohomic'importance. -We believe a

- great deal of progress has been made in fostefing the
_COmﬁercialization:of federally-funded technology. Thé

‘President's competitiveness initiatives could lead to even better




results. The large investment of the Federal\governmeﬁt in R&D

demands that we continue to look for ways to make the investment

maximally productive to the American economy.





