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Mr' Alan Parker

. General Counsel

House Judiciary Committee -
-+ 2137 Raybun House Office Building

Thanks for glv:mg me the t:.me to discuss the Juvenile Justice and Dellnquency
Prevention administration program for a National School Resource Network., I .-
- look forward to hearing fran you or ancther member of the staff if it apbears
-__'that we have some justification far further canplamt.

As I mentioned to you, Rutgers and Princeton Universities are vex-y supportlve
of the Small Business Nonprofit Organization Patent Procedures Act that was
introduced in the Senate last year. Although Senmators Dole and Bayh wWere the
major sponsors, 14 other members of the Senate cosponsored including Senatars
Williams and Case. Attached are reprints from the Congressional Record, a
copy of the bill (S 3496), a background paper and a sectional analysm of the
bill. If you and other members of the Judiciary staff agree that it is a
worthwhile bill, T hope that you will encourage Mr. Rodino to J.n‘troduce a
-smllar bill at the beg:mnmg of the 86th Congress. -

- On December 1, 1978 I will be leaving Rutgers to take a position with a

o canpany in New York, so future contacts regarding the patent legislation

should be with Donald Edwards, Vice President for Administration and Publie -
Affairs at Rutgers (201-932-7741) and Allen Sinispalli, Associate Director,
Office of Research and Project Administration, Pm.nce'ton lhu.ver'sz.ty (609-
Y52~ 3091) .

Thank you for the assmtance you have glve.n to me and to Rutgers in the past.
;'Oor'dnally,
F
Wllliam T. Lyons ' '
" Director of Federal Relat:oms

. Wl‘L'bf

. Attachmm‘ts - |
Donald Edwards - bocw Newton Cattell
' \lNorman Latker

P_J.len Sinisgalll




April 6, 1978

The Honorable William Proxmire !
Unlted States Senate
Washington, LC 20510

Dear Senator Proxmire:

{

I have recently been made aware of important new considerations concerning
the management of inventions which are penerated by research investipators sup=-
ported by federally funded agencies such as the Natlonal Science Foundation and
the National Institutes of Health (NIN). This is of particular importance to me
for a variety of rceasons. First, I am the holder of a major program-project grant’
from NIH as well as other federally funded research prants, Secondly, I have been
able to generate, over the course of the past 15 vears, some 25 U.S, pétents and
over 80 foreign patents on new active forms of vitamin D which will be used to-
benefit mankind in treating bone disease. In fact, one of my patents was among
those initially nepotiated with the NIH and was the forerunner of the current
institutional agreement between HEW and the University of Wisconsin,

I understand that some conpressional leaders feel that inventions from
research investigators supported by federal funds should be in the public domain
‘and be avallable to all interested parties royalty free., This includes foreign
companies as well as U.S. companies, .However, U.S. companies would not have the
same privilege as repards royalties on inventions in foreign countries. We now
‘enjoy a $4 billion advantage in terms of balance of payments from patent royalties.
An important segment of this will be jeopardized if inventions originating from
sclentlsts supported by faederal fuunds are eliminated by such a policy chanpge. Ourx
balance of payments are already a serious problem and this change would place our
industry at a great disadvantage. S o ‘

1E inventions are held in the public domain, I am confident that Very few
inventions would be disclosed. What ‘incentive would there be for an inventor to
" file for patents if they would not benefit him or his institution? Patents are.
never used &s a- basis for grant renmewal and they are not recognized by the fntel-
“lectual community as an achievement like regular publications are., If my ‘patents
© could not be assigned to the Wisconsin Alumni Pesearch Foundation (WART), I am
confident I would not apply for them.' - :

1f patents are available to all companics thcy are not likely to be developed :
for commercial use. In the pharmaceutical industry,_for example, millions of
dollare are expended to make a single drug commercially available. No. company
would routinely 1nvest such money in .a’ drug if their market was not protected at
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by patents at least to some extent. Thus the inventions generated by tax support
would never reach the taxpaver. This would actually shortchange the taxpayer more
than the small royalties which are funneled back into research, Under the present
patent policy of HEW and NIIl, patents may be filed through a nonprofit organization
such as WARF and the royalties returned to the Unilversity. Furthermore, the
government has royalty-free use of the fully developed inventions and retains
march~in rights.' The public 1s fully protected under the preserit permissive
legislation., Phkease note that WARF has been and 18 an Important supperter of the
University of Wisconsin-Madison, contributing $4-5 million annually for research
in all fields. These funds come from the patents on inventions such as those now
under debate. I do not believe that the Senators would want to jeopardize this
important support for the University or deny this excecllent support for all

flelds of intellectual endeavor. h

Finally, I would like to pose to you, whom T repard as a preat champlon of
human rights, the question of whether an invention 1s anvone's property except the
person who concelves of 1t? Is it falr that somconc or some agency that provides
financial support for an individual to carty out his or her work should thereby
own the concepts and ideas generated by the inventor? I believe it 18 a violation
of human rights to usurp these inventions gsimply because the Individual was finan-
cially supported to carry out work which he delivered Lut in addition conceived
of inventions. It is my position that thesce Inventions should remain as the
property of the inventor aund no company or federal agency should be able to demand
those inventions which are a spin-off of the investipator deoing his required work,

I am sure your concern is that the taxpayer should not be shortchanged. 1 .
submit that a policy which would discourape patent applicatlion and development in
our free enterprise system would be the best way to shortchanse the taxpayer who
invests in reseach investigators to combat discase or provide important techno-
logical advances which will ultimately benefit them. I see no other way to greater
benefit the American taxpayer than to protect the inveutor, encourage his in-~
ventiveness and to encourage companies to develop the iuventions so that they will
be reduced to practice at the earliest possible time.

I sincerely hope you will give adequate consideration to this important line
of reasoning before acting on any legislation which would prohibit institutional
agreements with federal agencies regarding patents gonerated from research grant

~and contract support. I would like to remind you that .the current policy is

permissive; that 1s, a federal agency can enter into institutional agréements for
the development of patents but it does not necessarily have to do so. At the very
least, I would hope that this situation would be a]lowed to prevail "I -would very"
mach appreciate an opportunity to explain my position to you, : o '

Sincercly yours,

H F. Deluca
_ Professor_and Chairman

. HFD/b33.
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April 20, 1978

H. F. DeLuca,

Professor and Chairman APR o :
University of Wisconsin-Madison 6 1975
‘Department of Biochemistry

420 Henry Mall : ot
Madison, Wisconsin 53706 _ - T

Dear Mr. DeLuca: . ; o

Thank you for your very thoughtful lettex on
Ingtitutional Patent Agreements and the study of Government :
patent policy undertaken by the Monopoly and Anticompetitive “"“f
Activities Subcommittee of the Senate Select Committee on g
Small Business. : B

‘As you may know, the Office of Management and
Budget has granted my regquest for a stay in the effective
date of a procurement regulation which would authorize and
encourage Government-wide use of an Institutional Patent
Agreement. The stay of 120 days from March 20 will allow:
the subcommittee to hold hearings on the history, legal
basis and implications of the Institutional Patent Agreement .
as an implement of Government patent policy. {*“'

I am enclosing a copy of my letter to the administrator
of OMB's Office of Federal Procurement Policy regquesting the
stay. I think you will find that the case I made for staying
the regulation does not deny that there are reasons for and
advantages to current practice in the allocatlon of rlghts
to Government—sponsored 1nvent10ns.

_ Certalnly, the Un1versxty of Wlscon51n has beneflted
from its. Indntutlonal Patent Agreement with the Department ‘
of Health, Education and Welfare thrxough vour discoveries
~and the patent management services of the WLSCODSln Alumnlj
_Research Foundatlon.

i
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One of the guestions to be asked at our forthcomlng
hearings is the very one you raise about the campus
“inventor's rights in his own discoveries. You ask whether A
it is fair "that someone or some agency that provides
financial support for an individual to carry out his or
her work should thereby own the concepts and ideas generated

by the inventor," yet that is standard practice in prlvate
industry.

Further, the proposed Government-wide Institutional
Patent Agreement would allow an institution to retain "the
entire right, title, and interest throughout the world"
in & research investigator‘'s invention. I believe that is
a greater assumption of rights by the institution than is
sanctioned by the standard agreement HEW has been using.

N,
I would welcome gn opportuni%y to discuss these
matters with you., Committée staff membeﬁJGerald Sturges is
preparing for the hearings,\and I will hale him get in touch

with you.
incerel .K\
NELSON S
Chairman
GN/gsy
Encl.

o
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Professor H. F. Deluca
University of Wisconsin-Madison
Department of Biocchemistry

420 Henry Mall

Madison, Wisconsin 53706

‘Dear Professor Peluca:

Thank you so much for a very fine letter in which you make a number
of excellent points regarding Federal patent policy.

Although I do feel that the taxpayer who foots the bill should be
the primary beneficiary of the research and development performed with
Federal dollars, I agree with you that there must be proper 1ncent1ves
to get the patents marketed and 1nto the public mainstream.

In any event, you raise some important issues that will recelve nmy
careful consideration. I am unaware of any legislative efforts at this
time to alter the present patent policy criteria among Federal agencies,
but I would welcome any additional information you might have regarding
Federal patent policy and spcc1f1ca11y, its effect on non- proflt organlza-
tions and the universities, .

It was good of you to share your thoughts with me in thlS regard

_S1ncerely,

© William P . Chairman

-HUD- Independent Agenc1es
Subcommittee ©

~Senate Approprlatlons Commlttee

vWP;rmk-f
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" Small Fir ms Sﬁﬁﬂtﬁu em Rescarch

Following ﬁaeir ephochal 1903 Kitty
Flawk flight, the Wright brotherspot a
five-vear runaround from Washington
before receiving any  government

‘financlal help to pursue their aero-

nriautical research. Smalltime inven-

--1ors and innovative businessmen today
. are getting the same short shrift, even

thourh billions are being doled out by

‘the {ederal government for research

and development,
Bufterfat corporations lap up the

‘cream {rom the fesearch subsidies,

even thovph they're interested more
in prefits and cost-cutling than new in-
veitive hreakthroughs. Smail compa-
nies with fewer than LO00 employes

" get skim milk from the federal churn.

Yet the fittle enterprising businesses
rather than the corporate giants have
been responsible for such develop-
ments in this country as insulin, zip-
pers, power steering, ball point pens
- and self-winding watches. This was in
keeping with the tradition of individ-
ual inventive geniuses symbolized by

he Wright brothers, Alexander Gra-

ham Bell, Samue] Morse and Thomas
Edison.

The superiority of smali business re-

L\feamh has been cited in 2 study which

he Office of Management and Budget

. strangely never published. The study

eredited firms having than 10660 em-
ployes with almost half of the in-
. dustrial innovations between 1953 and
1973,

According {6 the study, 13 sinall
technology “firms created 23558 johg
for American workers duripg the 20-
year period becanse they came up

with new deas. Yet the hudi{et offic
was - advised that small firms were
drawing inadeguate funding {rom the
government, goiting less than 4 pe
cent of the research and development
layouts.

Spurreéd by the report, the budget
office drafted a memo intended {or all
federal agencies, urging vigorous ef-
forts to channei more of the research
to small businesses “which are having
d;ff:cuity in competing in the big lea-
gues™

The memo added “there is consider-
able evidence that the small propor-
tion of federal research and develop-
ment work that is being awarded to
smail technologically based firms is

~contrititing to a serious foss of high

technology capabilities in our nation.
It is important that we see some real
progress within the first 15 months of
the administration.”

This rincing call for a new deal was

never sent to the agencies, Les Fettig,

head of the office that was supposed to

. be directing the crusade, said the re

port and the memo were news to him
until we asked what happened: He ex-
plained that the documents “fell
through the ¢racks” during the transi-
tion period between the Ford and Cas-
ter administratians.

Fettig said his offlce I3 2lert to the
problen: and is taking steps to make it
easier for smail businesses 1o get re-
search and development help.

Foolnale: Investigation shows that
the BEnergy Department under James
Schiesinper has been yperhaps the

-worst offender in government in en-
T couraging research at the.

Little"

Leapue level. The department clatmed

awvarded 10.3 percent of ils rescarch
contracts to smatl operators in the 1977
fiscal -year. The General Accounting
Qffice has challenged the slatistic.
GAQ auditors found the amount was
aboul 2% perceni, because the

. Eenergy Deparument bos counted sub-
‘coniracts that trickle down from the

big corporations. .

Posial Proposal — An ldes that
could help reduce the postal deficit

and provide the pay increase postal -

workers are demanding has been run

 up the {lagpole for Postmaster General

William F. Beiger. He seems ready (o
satute it

Bolger is givi ing serious attenhon L
the imaginative proposal of Miami
public relations wizard Hank Meyer
that the hundreds of thousands of maii
boxes and posial delivery trucks

“{hroughout the United States be used

as advertising space.

Meyer stressed in his private presen-
tation 1o Bolger that heé wasn't suggest-
ing the "Postal Service provide bili-
board-sivle space for promnoling juni
products. Under his plan, the advertis-
ing and public service messages wouid

be subject 10, appmvai of the postal au-

thorities,

Vacant space is .avaulauie on an estl-
mated 180,000 postal vehicltes and 404,
000 street deposit boxes, which coula
he rented for adveriising.

Rolper still hasn't made a declsicos
but if the Postal Service adopts theo
idea, an advertising agency would -
seleeted by.competiiive baddmg torur.
the ad vperation.

On_ the last page of the'Busines_s Week article, there is a storjr |

about a small company who wouldn't take Government funds because of S

pc:ssible ioss of invention Tights.

The-» company_-gave the Japaqese 49% of

the compan‘y for the necessary venture capital rather than lose_'these rights.

Iy

Horm,

et A,




" RESEARCH : :

IR

- . . 2. +
T

A prim mood prevai‘.Lls today among
. industrial research manazers. America’s

wvaunicd technological s".\_nenonty of the

1950s and 1960s is va ﬂbsm g, they fear,
the victim of wrongheaded federal poli-
€y, neglect, uncertam\ business condi-
1ions, and s‘mnswbteh corporate man-

- apement. They complzfn ikat thelr labs

-of near-term returns. |
" mre bhitter about thel

-are no longer as committ 2d to new igeas:
as they once were and that the Dressures
on their resources have driven them ints

‘2 defensive research s where true
‘inmovation is sacrificed to the certainty

Some research_ers;

T CwT1 CCInpanics

Jax attitudes toward in‘novz-t?on, butasa

sl

group they tend to blame VWashingion .

.. for most of their troubles. © Gavemme..t
olficials) keep askmg I:” *.,‘716*3 are: ithe

golden eggs" expiains Szm W. Tinsley,
.girector of corporate’ Lemnolcw at
" Union Carbide Corp,| "whilz the “other

part of their apparatizs is beating hell

. ~-out of the goose that lays them.”

“Bruce }m vice

That message—and its implications
for the overall health of the U. S. econo-
.my—is starting to ge tnrouegnt Follow-
ing months of mm{'ma] but intense
» Jobbying led by sucH execatives as N.
|pre>1c:e’1‘. for re-
-search and patents at Eell Telephons
Labor?torics Ine., |and Arthur 3L

Bueche, vice-president for research and
3 devmopment ot Generzl Electric Co., the

“1 White Iouse has ordered up a massive,

i 28-ngency review of the rele sovernment

©: plays in helping or Hindaring the health
cueral poiicy .

'Thel

of industrial innovation. “F

-affecting industria] RD and innovation
must be carefolly reconsidered,” wroie

" Stuart It. Eizenstat, the \White House's
domestic  policy advizer, in a receat

memo oullining the review's intent.
One thing that the study clearly will
“not nccomplish is a| quick fix for the

deepening innovation
Jem is regarded as i

crisis. The prob-
mmensely complex

by the Adininistration

bly tied to other cmnﬁmac tilemmas now - -
: facing Carter's Whitd House.

: |

and i inextrica-

. g -

“Historically, the government’s role
has been to buy more science 2nd r&n,”
says Martin J. Cooper, director of the
strategic planning division at the Na-

'tw'l..l, Science Foundation (NsF). “MNow

maybe we better go with investment
Incentives.” Says Jordan J. B”ruch
Assistant Commerce Secretar_-r for.

sclence and technology, who will be the -

raview's day-to-day manoger: “This

. study developzd in.an eavironment of
.people concerned about economics, busx-

ness, and technology.”
The Adnm's’r.rauons concem is un-

d‘rsccrsu by the fact that it is organized

2s 2 domesiic policy review, the h:ghest
sort of attention a problem can receive
within the executive branch. Among iis
objectives, such a review must preduce
options for correstive action by the Pres-
ident. According to Ruth AL Davis,

- Deputy Under Seeretary of Defense for

research and development, “this is the

only such review at the policy level in 20 -

vezrs that transcer'us the 1merests of
mere tnan one aaency.

unverﬁment aHitials :

-- Kooy asking us, '¥Where
Jarzihe goldencges?) .

: --Wuﬂﬁ the ofherypart ol

- their apparaimsis beg’rmv

““hel] ont ofthe Uncua
“4Hat Jays them -

"—=Sam W. Tinslay, d:reclér "' O
-+ 7ot corporale technelogy, £
Union- Carbide_ Corp. -
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LR Y hostile climate for new idezs and products . .1 AR
e 1is threatening ihe technological superiority of the U. S, "~ '~ ="~ 1

The White Houss also seems deter-
mined. not to conduct the study in a
governmental vacuum. Baruch is solieit- . .o+

.
B
. \ I
o T TR T

ing input from groups‘such as-the Indus— ,\l‘,-,, E
trial Research Institute (i), the Busi- L3.¥ 2
ness Roundtsble, and the Confereace W :
EFrd. “We want both ceos and R&D Nyt &

vice-presidents,” says a White House
official. Laber groups have been asked to
participate, too, along with publie-inter-

est g‘roups Conm-essxonal leaders such
as Senator Adlai E. Stevenson~{D-IiL),

chairman of the Qenz\te Subcommittee on
science, technology, and space, have been
brought into the eariy planning. And the

v
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28 agenciez involved extend beyond 7
obvious candidates, such as the Environ- "
mental Protection Agency, to the Justice | k
Dept. and even the Small Business k
Administration. i
The study’s scope is so sweeping, in - H

¢

 evIuRg g xnrd

L arerAnen



, :f..ct that some federal of'ﬁcmls are talL-
" ing.about a “thundering herd” approach.
io policymaking. But one government
-seiehce manager demurs. “It  beats
"having one guy write a nationzl energy.
projgoam in three months,” he sniis.
Philip M. Smith, an ossistant to Presi-
. dential science adviser Frank Press and
2n early organizer of the study, concedes
Zhat "a lot of peonle have told us that we
zre likely to foll” Bu: such skepiiciam,
_he. believes, does not tike into account
ihe cousiderable clout of these Involved
_in the effert, Commerce Secretary Juan-
ita M. Kzeps, for example, is chairing
the stody, and she heads 2 coordinating
.committee whose members include
{Charles L. Schultze, chairman of the
Couneil of Economic Advisers, Adminis-
-frabion inflation fighter and chief trade
megotiator Robert S. Strauss, and Zbig-
-niew Brzezinski, Carter’s national secu~
I ity adviseF. Even more important is the
: ..support of Eizenstat, who, says Smith,
© oI5 very mterested m this partlcular
—xeview” = - - TSI

. -

t—-Finding *new directions’
On the other hand, there is 2lready
@ —pzrumbling within the Agricelture Dept.,
- =which was left off Kreps's committee.
“We are red-faced,” says a high-ranking
i Agriculture officiall “We are out of the
| “~project beeause this Administration and
ihose before it do not place any priority
.-om agncultun.l research.” However, Jor-
__dan Baruch insists that the depariment
-will play a role in the study. Agriculture
xexperts point ont that farm commodity
—wexports of over $24 billien plzy a key role
dn the U. S. bolance of payments. They
note zlso that superior technology is the
. basis of the commanding American posi-
dion among world food axporters.
: Whatever its outcome, the Whita
.+ _Tlouse policy review is being undertaken
i .=t atime when, s Frank Press puts it,
“we badly nesd some new directions.”
Mlany experts view with alarm ths
gecliningr federal dollar commitment to
-R&b, which has dropped from 3% of
-rross national preduct in 1963 to Just
—2£2% this year. For its part, industry 23
_z whole has more or less matched the
zinflation rate and then some with its
_own spending, Bot such macroscale indi-
- zators do not tell all. “We've pot to find
put what the story is sector by sector,
veeause each Industry is foing to be
different,” says Press. “We also have to
Zind out what's poing on abroad.”
Better data on the relationship be-
aween industrial innovation and the

" John farmaroy

BESEARCH . = e

health of the economy are beccmmg
available. According to a 1977.Coine
merce | Doptoreport, for instance, t\.chno-
lrJrncz!.! innovation was responsible for
45% of the nation’s economic growth
from 1829 to 1959. The study went on to
compare the performance of technology- .

‘intensive manufacturers with that of
“other industries from 1957 to 1973, and

found that the hizh-technology compa-
niey created jobs 587 faster than othar
businessaes, while their pmductivit:,r grew
38% faster.

'Lhe numbers help to eatabhsh ‘the

central role of industrial innovation in

stimulating economic development, but
they ziso are beginning to reveal the
changing character of industrial re-
search. The amobunt of Lasic research

that industry performs, for instance, has

dropred to just 16% two years ago from
35% of the national total in 1956.

And a mew Irt survey of member
comn“mes for the National Science
Foundotion demonstrates how federal
policy has directly altered the natura of
the research effort in another way,
making it inore and more defensive. The
study shows that surveyed companies
inereased r&p spending devoled to
proposed tegistation by a striking 19.3%,
compounded =annually, from 1974 to
1877. And the rate was 16% a year for
reD devoted to Occupational Sufety &
Health Administration (0stis) require-
ments. “When overall &2 spending is
not growing nearly this fast,” note the
survey's authors, George E. Manners Jr.

. . T

3r...

and Howard K N-\son “other categuries
of effort—especially”research—must be
suffering.”

Other observers compare the viability
of industrial innovation in the U. S, with
that of foreign countries. One expertisJ.
Herbert HMollomon, director of the Cen-
ter for Policy Alternatives at Massachu-
setts Institute of Technology. According
to Hollomon, a reason the U.S. is losing
its leadership is that “we're arrogant—

_we have an xiH [not Invented here}

comaplex at the very time a majority of
technological advances is bound to come
from outside the U. 8.” Consequently, he
argues, the U, S. has not organized itself
to capitalize on these advances, as
foreign countries have doune for years

ﬁur technological -
“supremacy is not

. mandatsd by heaven-
;=W Michael Biunﬁen‘lha;, .

with American knowhow. Since as much

_as two-thirds of all R2D is now conducted

by foreigm laboratories, Hollomon says,
it should be no surprise that they have
taken the lead in such technglogies as
textile machinery and steel production.

“We essentially prohibited West Ger-
many and Japan from defense and space
research,” says Hollomon. “So it’s no
accident they concentrated on commer-
cial ficlds” He adds: “I believe other
nations better understand that the
innovation process is important™

Says a research director for one hizh-
technology company: *For a country like
ours, Lhe technology leader of the world,

/

what has been happening is downright l

embarrassing.” _
sumed sources of strength in a consum-

BUSINESS WEEK: July 3, 1973 &7

‘Indeed, even the pre-
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-cr—orlcntul soclctv are todw under
- intense prissure. “Our experience with
Japan in the consumer electronics indus-
- try-~-namely televisions, radios, auodio,
and transceiver equipment—shows some
of our weaknesses,” testified Gary C.
Hufbauer, 2 Deputy Assistant Treasury
Secretary, before a con;:ressionnl sub-- ¢
- committee. In 1977, he said, “we had a
3 $3.6 billion trade dc_ﬁmt with Japan in
Y high-technology peods, and about two-
- thirds of this was accounted for by
_~ imports of consumer electronic goods.”

. .
e

The role of regulation
sponse to these
n

“The  cumulative r2s
-developments haa Heen alarm. “The
system has no$ sharpened its pencils in
a way that dlscourages chagpges that are
major,” worries Robert AL F rm\_n, head
of the Natioral Aeronauiics & Space

. . Administration. “\We have been so busy
-avith other things that we may have
inadvertently told ;.‘Ia pezople who think

. up ideas to po away.”

Even labor unions; which historically

have left r&D decision-nisking up o

corporate board rcoms, now are com-

-z, plaining zbout lack of innovation. “Haw-

. -ing helped to develop and pay for t"us

" technolozy,” says Benjzmin A. nar-
mayp, international affairs director of ine
Infernational Association of Machinists,
{“American workers have a right to

Idemand government respon:xb:ht:, for

j using it {o create new products, more

—— -

o

. o -
I:éc)bs;, better working conditions, and

'greneral prosperity.” And Charles C.-
Kirgble, research director of the Electri- -

cal, Radio & Minchine Workers union,
roes so far as to sugmest that labor
should now have a
research money is spent.

7 Among research manasers them-

]"sr_]ves ercwwn‘“mhwq;{cuezal__ ment. "“‘Don’t do anything really new,

ernlatory_policy 1s the single greatest
1, complant. Hanmay of Bell Labs points
"o Feod & Drug Administration reguire-
ments as a case in point. According to
one study, says Hannay, a 1933 applica-
tion for adrenaline in oil was presented
to the rpa in 27 pdges. In 1958, a treat-
ment for pinworms took 4.49 pages to
describs. By 1972 he says, “a skeletal
muscle relaxant involved 436 volumes,
each 2 in. thick--76 {t. in total thickness
and weighing one tofi.”

Regulation, says Tinsley of Union
Carbide, has put a bottleneck on new-
product development in the chemical
industry and has so added to the cost of
getting any new chemical 2pproved that
only those targeted st a vast, pssured
market are atfempted teday. Feod 2nd
drug industry. resez rch°rs echo that
cemplaint. “Today,” says Al S. Cla 2ust,
director of tecnmcal research at Geﬂeral
Foon;. Corp., “our indusiry does work
that is fo:,tered by unreal zmd invalid
public concerns.”

But regulation can have less obvmus

imnacts, ‘such 2s foreing an industry to -

‘stick with old technology rather than to

P -

a say in how industrial

_dent for research It (eneral Motors

- to explore wild new idcas when 2

experiment with new approaches to
problems. *The overall effect of repula-
tions on the auto industry has been to
build an envelope around the internal. .
combustion device and the whole car
structure,” says Harvard - Business
School Professor William J. Abernathy,
who specializes in-technology manage-

don't change.” That's what these regula-
tions say.” Paul F. (‘honm. vice-presi- |

Corp., agrees. “You just don’t have time
new
rule is so clo:ely coupled to your current
busmess he says. ..

‘The scwnco of thB maltnr

‘In Congress, where the regulatory
Iaws are written, sich thinking has so
far found a small ‘audience, “A great
number of the regulations that we would
call environmental . . . may actually be
self-defeating,” muses Harrison H.
Schinitt, the former asfronzaut from New
Mexico who is the ranking Republican

on Stevenson's Senate subecommittee, h

“Instead of locking at poltution controls,
if we were looking at building a more
efficient and therefore less-polluting
engine, we would not only be solving our
environmental problems, but we would
be producing a new thing for export.”
Schmitt is one of only y three federal -
legislators with the sembiance of a
science background: “We probably have

-
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. keep competitors from in--

* creasing their share of the

. expanding market for tita-
nium dioxide, a2 widely
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~ Du PonPs Sﬁapiro:: The -
S FTC's “complaint is -
'_‘wholly wsthout bas:s. 3

ST e .

Gompames that make it across the

-development minefield 2nd bring su-

perior technology to market still may
find a threat on the other side: mozopo-
lization charges that keen them frem
fully exploiting the technology. Asold as
that problem is, such charges can come
as a shock, as .,ne_v dld to Du Pcnt Co.
last April. ...

Courts cstabhs.hed decades age that
the Sherman z2ct prevents a company
with a hammerlock on 2 pardcular

Andustry from making sound, otherwise

periectly -Iegal bosiness decisions thai
would, however, perpetuate its domi-
nance. In 1343, for example, Judge
Learned Hand found evidence that
Aluminum Co. of America unlawfully
monapolized its industry by its tendency
to “double and redouble capacity” as
demand Increased. That, said Iand,

locked would-be competitors out, of the

expanding market.

In a similar vein, the Federal Trade
Commissien said three months apo that
Dy Pont had unsed “unlair means” to

‘used pa:nt pigment. “The
complaint is wholly with-. -
out basis,” says Irving S.
bqapuo the company’s
chairman. -
40% share. Superlor tech-
nolegy clearly contributes

. to Du Pont's dominance. In
the” 1950s, the company
devoted a decade of work—
and what a rpoke:m‘m will -
veg only at “many millions of dotlars”—
to davelop a new way of making T10:
Although the highly automated, contin-

_ upus process went on stream more than
20 years ago, it still tops the processes
used by such competitors as NL Indus-
tries, scM, and American Cyanamid,
because it uses cheaper raw miaterials
and produces less acid waste,

‘The problem with the government
arises because Du Pont's 404 share of
the $700 million-a-year marcket i3 still
growing. That alone i3 enough to send
fovernment lawyers poking about for
actions that can be attacked. According

Juan Syl

to Alfred I‘ D_'gg,.‘;exty Jr.,
. head of the commission’s
" antitrust arm, even a 30%
chunk of the markét “could
" be :a dominant position if
- all'the other firms in the
‘market had a much lower
‘share.,” In fact, Justice
. Dept. antitrust chief John
H. Shenefield asked his
staff to look at Du Pont's

I '1102 pc;hcxes only to find the FTC there

zhead of him.

Basically, the! Frc says that Da Pent
keeps its market share by expanding
capacity before the market is ready for
more production, thercby forestalling
(.'Dm])etlforb expansion plaus. Du Pont,
says the F1C, should get rid of one of two -
current I‘nO_ factlities and a new plant at.
De Lisle, Miss., that would beyin produe-
tion next year. The r1e staflf also wants
the company to take corapetitors under
its winy by priving them, royalty-froe, the
superior t(‘_‘lwulob_,_:md_} Loowhowt has
buili [i up over the past.23 years.
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oxercised véry poor judgment in the
past,” he says, “because the Conyress
overall—members us well as stalihave
not been able to understand what is
possible technologically and what is not,

© cosls [of legnahimn}
Jason M. Sa .aour_\,, director of the
¢ chemical research division at American
Cyanamid Co., pleads,
vers write the legislation, let them know'
the science of the matter.” Not only may
some mandates be beyond what industry
“can legitimately pariorm, he says, but
the rules force 2 conservative approach
to. science. One key indicator of this
_trend is the increasinz number of
toxicologists now ﬂ"'—‘cwu in cnemical
company re:oarm' “Toxicoloyisia
i1 don't innovate,” notes Frank H. He ealey,
: vice-president for research and engi-
- neering at Lever Broa. Co. .
Then there is the regulatory blas
-zgainst new ideas. In the EPA’s grant
programs for wasie-water treatment at

2303,

i that gear can be procured from more
i than one spurce. That means a company

with a unique process is diseriminated
- sgainst. What is more, the mancate for
= post eifectiveness precludes trying out
i innovative zpproaches whose value ean
37 -only be measured if someone is willing to
gambla on them. '

If the domestic policy review is fo
solve such questions, it will depend in

“Before the law-

sind therefore not been able to, relate the -

" Pou 3. Corkin

. large part on the willingness of regula_.;
tors to see matters in a new light

the municipal level, for instance, equip- According to Philip Smith, there is “a
-ment specifiications muest be written so -

sensethat peopla like [EPA Administra-
tor] Dovy Costle and [Fpa Administra
tor] Don Hennady want to work with
industry,
the time. 1 think we have’a team of \
people now in government tnat may be

able to do somethxncr,

The invasiment climate
But industrv shenld not expect a

-"H
.maju- Orernaul or reriinraoe nractices
e SLlfd
tn s ra Adminis-

P(‘,.l iTor trho S"H“"
Wﬂ-“”

¢ - Whether the néed for such onerous
=nalties can be established —before an
e judge, the full commission, then a
—ourt of appeals-and, pernaps, the
i=upreme Court—may take yezrs io
imstermine. But the approach is not
cenusual In mompohza*mn casea.

:ihe Xerox case. Just z yezr ago, the -
rastice Dept. ended such a suit against
dustrial E‘ec,t"omc Yomineers Tnn, by

e
W—eo licenses o ali corr'?‘i___.'z
Slenis L nag s coocdeminate the
arhet lor rear-projection- readout
Suipiient Lot electronic data-processing -
=vstems. And three years ago, the FiC -
zttled a complaint by getting }‘(3;;0:(\’
<.0rD. to open its norifolio of 1,700 copier -
atents 1o competitors, Nerox had to
cense - three pxthnta——choben by the.
zompetitors—free. Fees for use of the
23t were strictly Yimited by the rre.

As severe as Ehose measures nay
sem, and as discovraging to innovation,
—ne antitrusters contend that it is. the
»mby way rivals can gat into a monopo-
Zist’s dominance of a market S:t}'s Alxn
= Palmer, assi:t.mt director of the ¥F1C’s
Comntiteust arm: “We have to ook to what
- welied will really bx. elfective”

-\ 2 pnnn e nar fn
BENFRIVAE

2Ll THY
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TRESEARCH.

trauor Dovgias M. Cosile concedes “a
tremendous growth in the last cecade in
hezlth 2nd safe':y regulations—13 major
statuies in our area alone” Though
Costle agress that the economic impact
of such rules should be more closely
guantified, he contends that “'this rap-
idly widening wedge of regulation has
been a response to 2 massive market
failore—{ailure of the marketplace to

: -pat an intrinsicaily hiﬁher value on

sopollution-free processes.”
s

7 Boestregulaiors agree that not enouc'h
}

{ research has been done on the true

nature of the environmental problems
hev are empowered to combat, but they
also argue that regulatioh has led to~
cost-saving pmctices, especially in the
arez i respurce recovery, where closed-
eyele processes now help capture reus-
able material. 035 oflicials zlso cite
.exarnples where the agency has laid
down rules that have led to cost-cutting
innovations. But- Eula Bingham, the
osta administrator, emphasizes that the
“legislatively determined directive of
protecting ull exposed emplovees against
material impairment of health or bodily
function” requires tough regulation
without quantitative weighing of cousts
and benefits. “Worker safety and
health,” she insists, “are to be hcgvily

r'O-

/"rhis Fapidly wid eniny’

{ intrinsically hizher valup.:

increasingly isola

“wedgo of regulation hag :; A\
- been a rosronss tO..J hu?ﬂ_ .
-pi the mﬁr‘“ﬁahca to put :m

onnu}ln un- 28 nmﬂagsas

«-—-Doug!as . Cost!e,.'
“adminislzator,
Enwrnnmenta} Ptolecuon A onc:f

favored over the economic burdens of -

and thay don't wa nt. to fight all ! compliance”

- Binrham and her bo;,s Labor Secre-
tary Ray -.,ars“.‘ll may represznt an
ted view, however. Eco-
nomic jssues have come to dominate
thinking within the Carter Administra-

"tion, and it is precizely these questions

that industry has stressed in its discus-
sions with sclence adviser Press and
other White House officials. Just over a

month ago, Treasury Secretary W,

Michael Bl umenthal told a meeting of.
finaneial zm'u"ats in Ral Harbour, Fla.
“We are now devoting a very s&zable

chunk of our private investment to meet-

ing wovernment regulatory standards
. - . angd in soms ¢f these areas we may
well be reachinz a: breaking point.”

Blumenthal also noted: “Qur technologi-
-cal supremacy iIs not mandated by heav-

en. Unless we pay close att ention to it
and Invest in it, it 2wl disappear.”

A month before the Blumenthal
speech, GE's Bueche suggested to an
American Chemical Seciety pathering
that “we step back and leok at r&n for
what it really is: on investment. It is an
investment that, like more ronventional

investments, ba:. beco-ne increasingly

less attractive.”

Bueche, along -nth most other re-
search managers, rejects the idea of
direct federal subsidies™ to industrial
rzm. Instead, he poin out that “per-
haps 90% of the total investment
required for a successful innovation is
downstream from nep, {and thus] it
becomes . . . clear why we must concen-
trate on the overall investment climate ™
L'u-:.he ttacks Administration proposs

- als'to climinate snatial 1ax treatinent of

long-term capital gains, plumps for more
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. rapid inv estmcnt write-offs, and says **
f*s extremely important to provlde,
sironger incentives for teaanmomcal‘
1m10vatlon by making permanent and {
smore libaral the 10% investment tax
- zredit.” B N

.Criti_cs in industfy

Bueche’s zrgumenis svogest the
broad—yet often indirect—woy in which
Federal policy runs counter io the hest
interests of 1'1n0yat10n Fear of antitrust
moves from the Federsl Trace Commis-

. TE1ém or the Jus-‘_ice Dept., {or instanes,
'+ has prevented many companies from
.. sharing research aimed at o probigm
¢ commen througheut an industry—
including new technology almed 2t solv-
ing regulatory gquestions. At General
©} Electric, the leszl stafi must now be
notified if 2 compétitor visits a company
‘research facility, even if no proprietary
rnaterial is involved.

For their part, Justice Depl. trust-
busters claim that fears that their poli-
cies stifle innovation are not justified.
They say they are flexible enough to

. recognize the differences in the pace of

.- innovetion from industry to industry,
and that is why they allow a fair number
of mergers among electronics companies.
*That's an industry where yoa don’t
Jhave to worry about sotneone cornering
the market,” says Jon M. Jovee, an econ-

-omist in the Justice Depl’s antitrust
divisien. “There's JlISt a lot of guys out
there with good ideas.”

Induct"y further cl.umq that the
‘inability 1o sccure exclusive licenses on
—fiovernme mt-sponsored research Inaves

muEh ffood'“tmm‘]ug@*on thc s.ht.lvcs

N
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: fﬁj}le federal atterpts to market new

products are often siliy at best. Richard

. A, Neshit, director of research at Reck~

man Instruments Inc.. recalls 2 FOVELTL-
meut circelar that waxed rhapsodic over
the federal commitment of billions of
dollars to r&n. Included with the letter
was a syringe for sampling fecal matter,
"end the suggestion that Beckman might

want to license the technology. *1
vondered if they spent billions to devel--

!l

\Sthat ¥ Nesbit recalls “The contrast
2

draw crifivism from mdu;t*—y. A major
target is the 1974 ruling by the Financial

- Accounting Standards ‘Board that stipu-

lated that r&D spending could no longer
be treated asa bala ince sheet item, but
must be listed 25 2 direct profit or loss

item in the year spent. R. E. MeDonald,
president and chief operating officer at
Sperty Rand Corp, rece*:tly told an
executive management sympesium, “The
ramifications of that rule charge are

_quite complex, but the net effect hes

been to dry up a lot of potential venture
capital investments. . . . I can say quite
candidly that Univac would not be here
today if we had not had the advantage of
th: c]d rule for so many years.”

o shortage of risk capital has ha ada

tremend?ﬁ?ﬁnpﬁct on small, technolo-
wy-oriented companies trying to arrange
new public financing. According to a
Commerce Dept. survey, 698 such com-

.panies found $1.267 billion in public

financing in 1969. In 1975, only four such
companies were able to raise money
publicly, and their numbers rosze to just
30.in 1977. Equally ominous is the expe-
rience at Union Carbide, which, accord-
ing t{o Tinsley, has not been able to

compete for venture capital and has thus

canceled plans to start 8 number of
small operalions built around interest-
ing new technology. Years ago, says

.. +
. . 3
. . e !

T Mg

" not shy away from whatever pohcy

" mental {o industrial raD, the federal

: T,Jnnersm, an international trade ex~

Vietnam war and concerns over the mili- -

- just never blossomed in this role”

Tinsley, Carbide was reasonably success--
ful at getting such funding. "And you -
must remember that these ideas are
perishable,” he Says. “‘I‘lu._v dont have
much shelf life.”

The Treasury Dept., in fact, has an
ongoing capital-formation task force
that will be-integrated into the policy -
review under the direction of Deputy
Secretary Robert C'lrswe!l Carswell -
nates that “you can’t draw a clear line”
between D support and investment in

1

b
‘

T AT ﬂﬁfWM#—W!MM

general, but “if it turns out that we find 3
sorne form of capita! formation gives the A
economy a greater multiplier effect than 3§
another form, we at the Treasury would E:}

would help most.”

Washington’s changing role
Even as it has pursueci policies detri- :

government has withdrawn as 2 major
initiator of innovation. Research man-
agers generally believe that companies
are better equipped than: government to
Bring new technology to society because
thev are more attunad fo marnet pull.

But Lawrence G. Franko of Gearﬂetown

pert, recently pointed out to a congres- -’
siopal corumittee that the U.S. govern- '
ment has in the past played an impor- j
ftant role “2s 2 source of demand for new |
products and processes, and as a ‘
constant, forbearing customer in com- \
puters, semiconductors, jet aircraft, nu- }
clear-power weneration, telecommunica-~ i
tions, and even some pHarma::Euthals
and chemiéals. . . 2

Accordirg to the Defense Dept.s
Dzms, both Defense and NASA “have

faded” in this role, the result of the

tary-industrial complex. *“The conzumer
marketplace -and other government
agrencies have not bgen able to pick up
where poD and Nasa le(t off,” she says,
“The Department of Energy should be
able to help with this, but it hasn't yet.
And the Department of Transportation
"An
unreleased IBJ- study for the Energy
Dept. summed up industry’s views. Tne7
company cofficers interviewed said gov-
ernment could spur industry’s: energy
k=D only by ereating a'national energy |
policy, inereasing its manaserial compe-
tence, and of'ermr' financial m(:entlvcsj
rather than massive contracts,

On the other hand, there have been
some recent, notable government efforts
to spur the innovation process. *We've
tatked -to the leading. semiconductor
companies " aboul our hopes for their
innovation,” says Davis. She says that
the Defense Dept. expicts to program
$100 millon over the next five years for’
industrial innovation in o'\uml lithp-
raphy, fabrication chhmqucs m-.ol\m[,
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electron-beam- technology, better chip .

desiening and testing to meet military
. =pecificationy, - and system archxtet.tura
| .znd software implementation,
f At the Transportation Dept., chief
. secientist John J. Fearnsides wants to
. -involve the private sector much carlier
in thHe rovernment's R&D process, there-

by allowing industrial coniractors to .

" - develop technology altematives instead
of having to cope with rigid specifca-
+ions at the outset. Such a pchcy, some
helieve, might have resulted in major
~savings for the Bay Area Hzpid Transit
~=wstemn, for instance. “It 13 mors expen-

¢ ‘sive'to fund a wider range of cholees, but

.- only at first,” says Fearnsides. .

“The xse alsb has zanounced a mew
Industry-university grzat provram for
cooperativa expioration of "‘unmentd
”scientiﬁc guestione.” The aim iz to make

. 2‘a long-term contnbu‘.:.oq wward prod-

I fict and/or process innovation.”

'"r‘he faﬂ.zres o! business

_ Whﬂe 2greeing on the need for federal
policies that bolster innovation, those -

knowledeesble about industrial research
think that the companies themselves

share someé of the blame for stagnztion .
2nd must be willing o examize tI.eir-'

practices. criticaliy. Alfred Rappaport L
professor of 2ccounting and information
systems at Northwestern University’s
—praduate school of managzment, believes
that one reason the U. 5. lagsin pab is
1that the incentive compensation systems
1hzat corporate executives live under tend
4o deter intelligent risk-taking. “Incen-
tive programs are zalmest inv rariably
accounting-numbers oriented and based
on shori-term earnings results,’” he savs

"'“t, I.L,m, mers
o) \,o :ﬁ*m.l inve

somits;

wc*—-prr-&dml for f-ﬁcar::i'r
= and ccve!op*ncnt.* :

--now means that eight of 10 projects that
-survive the review will generate cash
flow within two to four years. That
contrasts with acceptéd estimates that
only one in 50 ideas that come out of
research labs ever generates cash flow,
znd not for seven to 10 veors,

YLarge companies nften fail to exploit
their own resources .ef ecmely In the
industry should try to Jearn how to weed  195Cs and 1950s, some companies set up
out bad ideas early on, say the detroe- centralized research facilities, but many
tors. To that end, Dexter Corp. haginsti~ -.of thess did not yield the hoped-for
tuted an eight-foctor “innovaticn index” - synergism—in many ¢ases, apparently,
pproacn to reszarch manegament that  because the different parts of the compa-
weighs questions such 2s eifectivensss of ny were in businesses too unrelated to
communications, competitive f'v‘tors, one ancther.

and timing, and comes up with-an “in- On the other hand, Ravtheorl Co. was

novation potential” for new ideas. At hUHly suceessful in tra naferrmﬂ its

ntinental Group Inc, D. Bruce Mer-\| microwave expertise to its newly ac-

short-term business considerations,”
Arnother criticism has been of the
haprazard waoy in which companies have
launched now 2D programs. In essence,

. iy . - . " L}
rifield, vice-president of technelogy, says

“That puts management er"phasxa on ~IrET “constraint analysis” of pew ideas

Sleray e

= yeniure capiial

e recent dr"g in U S. w-nh.:wmtal
:::mmzl.n*e'nt:) has opened opporturities

i foreigm companies to appropriate.

~neriean ideds. A case in point 15 the
“rpertence of System Industries Ine, 2
t=zinmyvale (Calif.) manufacturer o{ num
—rmpuler.prripherals.

[ dn 1959, System Industries- went to
work on a
m—raing o subsidiary, Silonics Ine., to
- "elnp and market it. By 1973, the
earch phas? was over, and a cash-
,,-.m-t System Industries went looking for

- =nfortunately, none was there. With a

mereuses in the maximum tax on éapital
zmzdng that cut the expected return on
zen- invesitments in half, the usual
Szmzpital sources “couldn’t justify

new ink-jet printing process,” 45% of Silonics to Konishiroku FPhoto

—=nture capital fo tool up for producdon.

spressed stock market, and recent .

Ca

t.mnf—v the seme risks t}' ey used to saysf.'.
" Bdwin- V. W. Zschan, ” the compzay's: -
chairman and chief executive ofiicer. - v
" Keegping only 51%. Mext, he explains, 'we
were thinking about government fund-'o
_i::';_ But we were discouraged from even
making a propoesal when we learned the
governument would get data rights and be
oble to licensi it to other people. We
dida't s#2 why we should pive away
thosa rx«*ht.-, )ust to et a little money.”
What Zschau: fis <L)ly did give up was

Industry Co., the-Tokyo-based maker of -
Konica cameras,

In retum, the prane:,e company has
spent $5.5 million on Silonics, which is)
enough to bring the new printer to
market at the National Computz r Coan-
ference in Anaheim, Calif,, in mid-Jane,
“We have one of the most promisiog
imaging technologies for the 19508,
Zschan now compl aing. “But we ouly
own 515 ol il .

54 RUSINESS WEEK: Juiy 3, 1373

quired Amana appliance subsidiary in
1957, resulting in the counter-top micro-

wove oven. That was done through a

new-products business. group set up
specifically for such purposes. And more
recently, this group, headed by Vice-
President Palmer Darhby, brought the
company's microwave tazlent to bear on
-its Caloric' subsidinry’s product. line,

resulting in 2 .new, combination micro-

. wave—electnc rangs.

‘In such ways, industry con maximize
its potential for innovation in.the most
adverse environment. But the future

“health -of the nation’s ecoromy, many

exoerts believe, requires a much more
benign environment for industrial ren
than has existed over the past decade.

And Jordan Baruch, the enthusiastic
leader of the multi-ugency federnt sLudy,
beiieves that such an environment is

likely' to emerge 28 a result of _the

Administration’s coneern,

“We may have bitten off more than -

we ean chew,” notes Frank Press, "and it

may be that we can’tyet much done ina

year. But even if it takes three or five or

10 years, T think it is historically vcry'-

lmport:mt.”
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: spmt of enterprise. -

“spirit of adventure that
- grims .and pioneers, zounc‘.mg fathers and

"~ other nations

r"

Mrclmcl Nox ka

A day for Enter:

The last thing this country needs is
another holiday. Nevertheless, I would like
{o propose one: Enterprise Day, 1o be cele-

. brated on the hMonday after the first day of
~ spring. Enterprise Day would be a coun-

terpart to Labor Day. Its purpose would be
to honor our most endangered, heavily
burdened and most fragile resource: the

The system under which Americans five
is not very old. Although it may not syr-
vive much longer, in its brief passa
through the gloom of history it has cast a
lovely light.- Most of the progress of

" " science, and the vast part of the world’s

betterment in the conditions of all people,
have occurred during the short tenure of
this system. A relatively few of the world’s
citizens discovered a method for unleash-
ing tremendous energies of initiative and
imagination. Such energy has always been
available.- But no society before had
learned how to re‘ease t.

The word enterpr:se cap;ured the
t characterized pii-

builders of industry, spoasors of invention,
artists and creative thinkers of every sort.
The method was simple: Permit individu-

~ als to take risks v.:th their own lives, ca-

reers and resources. Stand out of their

~way and let them go directly to the public.

Permit them to reap rewards for ofiering
the public the gocds and services.the pub-
lic decided, by its own choices, to accep:
or toreject. .

Such an idea was at first deemed borh
implausible and {faintly immoral. Could
‘individeals be trusted? Did not some offi-

. ..cer of Reason need to guide their choices?

‘Were not citizens so corrupt that they
would choose badly, squander their re-
Sources, and be attracted to lowest com-
mon denominators? *‘The public is a
beast,” some- said. *““Only philosopher
kings can bring about Utopia,” others-
said.

Nonctheless, enterprise took root m a

. few small parcels of the world's territo-

rics. . The power and beauty that broke
from them were so asmmshmg that many
wished imitale their
achicvéments. Some did not wish to trust
enferprise. Some tried to reach the same

" i !?. KL e

- enterprising individuals. Such individuals

etiesrepressthem. ) N

" ordinary citizens

I B
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prise -~

geals through scrvitude. And Planmng. .
Planned servitude.
Enterprise is a respurce more prec:ous
to ‘the world than oil. For oil, there are
substitutes. For -enterprise, there—is<n
eqmva#ent form either of cnerpy. or of
€. {he most complex computer
is not as sensitive as the [ree choices of

are an unending scurce of invention. They
are, alas, easily suppressed. Most soci-

We—~hryve~rearhod 3 decisive furn’ in
Western -societies. For several decades,
statist politicians could claim to provide
more goods and services than enterprise

- alone. There was truth in this claim. But
- now the cost of government is high, and

the productivity -of enterprise is falling. _ )
Now it is clear that statism clearly means : .
less of everything, Taxes and inflation, by : '

statist aclion, climb together. Individaals

- must seitle for lower standards of living.

For the first time in a long time, those
who oppose the statists — those who nour-
ish enterprise — are in a positicn to offer
“more,” As erdterprise
goes up, standards of living go up. As sta-
tism rises, so do taxes and inflation, brmg-
ing standards of living down. ‘

There is now a huae vested interest in
statism. One out of every five voters works

for the government. It is time to celebrate

the idea of enterprise while it still lives. -
Labor Day has its impértance. It is enter- '
prise that invents the projects on which to
labor. Enterprise imagines, laber fulfills,
Labor Day needs Enterpnse Day as ay-
tumnrequires spring.

And what would truly make the day dis-
tinclive is that it should not be celebrated-
by taking off from work. There is a far bet: :
ter way: It should be celebrated as a day
without taxes. On one day a year, sales
taxes should not apply. And all earned ine
come from that day's labors should be ex-
empted from income taxes.”

This idea, of course, is playful, But a
society li\es more than pragmatists
think, by celebrations. If we do not cele-
brate our distinctive social secrets, we
may not immediately lose them, but we.
arcccrtmn to undcnnluethcm. . e
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Somefinn,

By Drodley Crofom
Boaeningion Pol 3arf wrjler

Z s he cum;(.. s since Anpeus Camp-
beli put the first auiomatic collgn
p%_r‘:u-r to wark, V0 years sinee Heney
Ford gasaad up fis fisst Matel T, 29
years sinre Da Pomt intreduced a
super fiher osiled pylon and 30, years
since Yiwin H. Land murketed the
firstinstant-pliture catgoers,

A af whiel helps recall 3 time
America’s irm-n!iw spirit seedied une
bouteded spd unceasing Ideas flaned
10 the marhelplace as fast and Jurious
as naounuen rarkds faw downhill

But wha! was once thoppht to he an
endless etream nf US, inventions has
of 1312 béen 1rjckling out less stanling
and less cempetitive products, Meane
time, adding pain 1o the doain, the in
NeRtis e powers of [oreizn nations Ha&e
et it adanre. The quostien,
onee fulid iz wbhisper, is now asked
in lasd and vrzant tones: Has Ameri-
eant crierprise lost s innovative
wuLch?

Considerthese [

A&y

2008

oo

3

eign Inventors has {necreased steadily
since 190370 1977, foreizaers claimed
35 pereent of alf patents issued in the
U.S.across a broad range of [ields.

¢ The U.S, halance ol.trade has wor.
sened, dun net only to increased off ime
peris, but zlso 10 nrore imborts of for
cign manufaciored gonds,

& Preductivity, which 15 parlly &
Fanciion of technalogical fnnovation,

Jhas slumped severely, In the past dege

ace, tha rate of frawth In TS, produc.
iy hac avernped only haif of what it

o4 the previvus 20 vears, In contrast,
productivity growtl rates in Fuvops’
andJapan hove been on therise, .

o Fm'-u 1633 10 105, U.S. Invests
ment in researeh grew at an bnpres
sive rate of 10 pereont annually in in-

. tiation-adjusted dollazs. However, in-

vestpent in research by 2l sectars jn
the LS5, aver the past 10 years has
showni csseltislly no prowth in cons
stant doilars. Further, @ pumber of
major’ US, corporatinds have ape
rounced rucently they intend to spond
even less on longeria basie research,
and meore on development of shorte

entific prowess, such trmds are Ine
deed disturbing.

For 2 nution that has 2hways prided
ltscd! en its tinkerers—on these lone
sculs who hrought forth from their gas
Tapes ard hasement lubs sielh revolos
tinnary devices ay power sleeting, the
office eopier and the ztppcr—-th\.y are
dawnright depressing.

From bourdroony to research lab,
there Is 2 deeponing sense that some-
thing has happencd to the once une

Either way, the comntry's pénfus for

invention daes oot appear, oL least, ta
be what it onee was,
Alarm bells are going off 21l over

First, Michae] Bovelsky, 2 senior policy |

« amadyst in the Comuieree Departments
“Alt the indicators inply that the rate
of U.S. nnovation is measurably down
iU's very disconcerting”

Nexy, Br, Alden Bean, director of ro-
search for the Natfonat Science Founs
dation: “There’s no solid evidengs to

There is today a pervasive pereoption that (he dynamic ‘L‘lfﬂll!u of the
U.S. econgny is feltering. This perception appears to be founded on two
congerus: first, that America ¥s not'¢s productive es it used to bey and
second, that we are somehow not as inventive either, This is the f;rst of
two arndes this maniit which will examing these concerns, )

mafar policy rcview of things to he
don:-m foster innovation in privite ips
dastry. The study is bring coordinated
by the Comperce Department and fhe
velves mnre than 15 afencies, A final
report, Including  recommendations
{or the president, is expected by April,

But many experts say andiher sludy .

s hardly necessary, The worrisomo

tate of innovation in Amagica has

been assessend and veported on nany
times siuee the first maiar pelicy
review eonducted by Cotumerce in
1447, In the interim, the problems only
have heeome maere abvious.

Forane, the economic climate for In- ~

novation is poor. Toe financial incen-
tives that in the past enroursged the

rich and the bald to risk their money -

on slim-chance projocts no longer

challenueable Yankee irpueauity, Just
what, though, o one guile knows,
Seme indist it %5 in rapid deeline,

‘choked by un unfavorabie economic

climate, government regulation and,
perhaps, by the lethargy and shcr:-

suverest that the US: s going to hell in
2 handbasket in science and fechnol-
+ 08y, But thure is serinus Ciuse for cone
cern about some trepuds we've seen.”
After stveral years of arm-waiving
and shouting about waning U.S. in-

exist, thanks Lo inereases i the copits)
mns (ax il gl }u o Tules on slock ape
twns. Inilaien, s, has put the
squeeze of c.;piml investment by exist~
in" COrpuUTiLioRs.

Al‘-o. wiih she winding dewn o!
space and definse prorams, £OVerns

. D3scn, pre

"ecunngie faelars may B ln ex

t‘zi.d of ' dus.mJ rev'a:cn Fleha 3'.
'fh 5 l. e 10'

2::«'r~-.- -_f‘d ;:t-',.cr
100, has ingreated of
shruns the share or profzs farmerly
availalile for fearch So har i3
hicher cost of encroy.

Torvtlier, theze Cevelopmernts kave
forevd asalfy i.. Indisiniad pesearch 2o
FANTe 1) the fee
nteffurtisheing
e rl‘\t'a:ch .

tearh ins:im:e in S:.
ricie €inphasis is being
shertterm- cost reduclians thay ¢n
zor., hr.n procuct and | process

-

Put o4 ISipariant o surh extor

the im

alion slump, there zre £on

tain features aboul the internad struc

ture ol carpurale  Amenica tidiy
whirh some say have bad 2 deblint-
i..,. o’r.‘cta innov:

. ® Thenumberof US. patenisiswed  term, quickprofit products. sightedness of hig business. Otherssay  Rovation, the nation's researck estab.  IWent support of indusicially perfors " \'r "’1:' Wie d '{;J o] '.";e (14

= por year 19 US. inventers :c..cl"cd 3 In a worid where power and pro- it hassimply taken new forms, becogn-  lisnment finally caught the ear of the  Ted  research  has  diminished, Ehf_if“r;“d ‘_“'""“f Review, Aidred
Peak in 157) 228 has declined sen mress are ofien mezsuzad in lorms of | Ing meresubtlo and incsemental in nae - White Hotse. Seversl menths ago, tha  Throughout the 1830, the goverament  -sRFPLATL protesssr of bunas o
since. But the suaiber e.r:-a:cd 0 fore te..br.olcg:c..l Leeakihcoughs and scl © ture iben graod and revolutionsry, Carter administratiec Jaenched a . apuudlly supported more whin ohes See INNOVATE, 03. Gl

Fom ..,.-_._..-...-«--. L A w4 o o vapdiile 14 W et eimaems e ak ravkan H
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INNOVATE, From G{

15, Elames the
rereareh I33 en the Inrreasing om-

havis Amecican hu<mms nlaces an
shoctterm fesulls, Rappoport asscris
that marazement incentive programs
are blased toward guick profits at the
#xonee nf perhans smarter leng-term
inve«nsent, )
“Ameriean business would dowoll to

T

arl congiue
e,

Industzlat rpf-*'rch teday is dombs
aated by a small rumber of very large
corporstions. The wp 10 pereent of
these fivm

*
*
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dning K& in 157 piecfoe

» Med 2lmost T3 percent of the totat US,

v BLD eliort, Ten Lrms acsiunted for
 mare t...u-. A preent of
H turcs

axponal
AU yest. This.onns e:..rm'm
sk azainst nnovation,

isin industry
Tean, dlrector of Raiph
der's Congress Waleh. “Big compa-
Hiis :d m-l iluated 10 their produc-
tance o break
v
. . krc yi] Lc the

M 1.Le a chuce 60 2 new aad cosily ap-
4 nroach .

s Fat the Bl
Y Ameney §s 2
t Sl ey Sone

7 of Innovztien in
Zuduy 6o this point,
wh:ether Lig buriness
eS8 mare javerniive
TARRE 13 DO CORCIINYE ond a5 &

Y w0t pen, for ine
stance, was invantidd by 2 seuipiog, the
1 thephene by a2n undeniakern U
st oelerrnical enaineer eqsoleyed

P
¥ !?w FEL
&l by <omie e
g of the puie tadusiry
L AGe hentl of i0day's com-
Tutes, wzs ot the lgical culenme of a
decilon made by JUM pocapement—
deveinped v one af iy
w1 aver the stern
3 rmang !:u.n mraagemest ot the
i Fraject had 1o be dropped because of
.3
[]

Gudoer difficuls
nze, certatn larze frms
of eleetranics, pharma-
telerommunications  znd

L. centirals,

. eonmspulers have bwn kighly innovas

uue
§ Inthelr seminal sty

udy in 1053 oa the
surees of invention, Marvard profes:
of Jabiy Jewkes gl s colliagues
\Ail Lhey cauhid Rot cniselude g Ine
-\" ntiuns (law primarily from any ane
aurce. Whea Lhe stuty was revisied in
49, the quiburs atuted only viie ehvl ,
aous: hay tnvenfiens can come from
L lirms of varylng size.

Businesy [eacloss, of cm.r-g, l‘Lf!..h,

e

_the charﬂe that they are less Innovas

tive Inday than inthe p..‘( “There's no
lack on the p.m. f hig husiness to be
irnavative” said Geaeral Moters Coep.
Chai Thomas Murphy in a phone
icterview, “IU's a hig country, s¢ we
have 10 he hip. We couldn't Ao all of

the things we do I we weren't as farge |

a5 W are”

To the puhlic, 8 car may still lonk
like a car, But auis alfichals say the
chaunes ahich Fave tz2ken ploce inside
Hve years have been s
Iy us anyl.h'n'- which has

whefore,

“There’s a perceptina protilem,” st i
Thamas }, Feahweoy, the ban in chape

ealya man i bug a sug-
censful ad 8 ve've povir been
as fanevative o5 we are now. Dot the
things We're dainaaren’t as glamnrous
and aren's apticed mueh by the cone
sunier.”

Critics note, nowever, that what the
aute industry herztds as sdvances in
epment the eaiylic caaverter,
d use of winivompueters 19
govern fuel ¢ arl cn.ﬂrui pob
lution, freacd e of autinum and
ather In,mw.),.u duralla walerials)
are, in fact, only mere logic
tiens ¢f olf-theshell technatogles
ralkier than brockihroughs in the siate
ol the art. .

0Of event greater concern. though,
thaa what has o hasn't happencd is
the prospoet dnr the {uture. Many
o cocporatians have fadored res
search busddeis to yueltd fnere practicas
bie and immiedinte resulis, tn 1093, in-
dusity slacatod as mich 48 19 pereent
of its B&L daliar 6 the YR port. By
tast yeor, Whis had diopped le 2 pece
conL

Curpayatiens soy the reasons for thils
s:Mt fram resravely nte develnpnen-
thave acthing to do with being 1oo blg
o {01 comfurtable, The redsonsbasis
eally, are preqer pressures from pove
ernment redultors o meet heatth,
safety and envientgnental standards ag
senqy s psile, and preater vacers
tainty shul the lisely proficability of
tonasrderny, Tiskler ventuges.

"1t esed 10 he much rasitr o hiing
Rew praduets i market,
Chairman [rving Shapica . ag intepe
view. "If you hit somiethlng, you'd
have mare time 10 develap i New s

© more diffirult. -

“Also, the pot of gold at the end of
the rainhiow Just su's there, The eco-
Rt environwent hay elagued Our
thinking hus had o el e, 15 e
e aro St Fan
Added Rivhard leckert, Tu Pant's
st viee prosudeat fop R&1R “We're

nat explocing wholly acw areps. We're

‘concenirating l-u{c.sd on oppariunitles
Ctor
Bivas ... We are Jesy alie 1o lake

festarch In  -established

' Were onee not |

risks, We have to com‘eniratc &0 surer
--p.‘njm-h e .
he degree of such llunmng does
vary from ¢@npeny Lo company &nd
fadustry 1o industry, Certala hiphe
technalopy  fields dnslrurmentation,
computers and  elecironlos) remain
seoted In Innovation and continue to
chairn out Inpressive new protuets. In
other fudusiries, though—particularly
those mast apt to be subjeet 10 pegula-
tiom and hlvh eRerpy envis oeed,
chem paper, mechaded gonds and  peing abiroad (o seoct fop new ways (o
anitskeproduct insovation Las level:  hiwhw oll profilams. (The Cougicil for
led. . Ternationad Birhan Linisoa here pib-

Part of the difficnity dn deciding  lshes 2 monibly  pewstetter galied
what to da abeut the Innavation lap 5 Urban innbvations Alrood that govs o
tiguring out how to deline 3t T begin 5,060 ey officials o the LS} -
with, innovation defies measurement, Moreaver, US. peadurtivity rates

"There are no Iaciealogs whiich you,  have been in @ rut for a detade—ang
€an louk Al o meinare the advanca  that hasseefaus sensequenecs for over
meat of kum\lom,-‘ Y orud, NSFs D, yone's resl income il (o the nation’s
Bx.‘-n Some pearte count patenis, but  overall sandard of living Of course,

Rals anrealinhie in part beeause somme | technnlbitical chanpe by ftslf does not
flr'“s den't ke to patent Wings and make of freak produciivily, There ara
would rathef rely en tradd scerets  other eontpibwling fuctors, most ime
rathier than disciose IMperait discove  partant among theim being capital ine
eries. Olhers count citalions in the ree vestinent and improved Juior skills,
seareh litevaturs, bus that's uncelizble,  Bal technatogy
wo.” dieatin the pus, .

But even without sufe data, miany  With indusiey’s current bent towand
have aot hesliated to push the punie  the here and pow, there IS concern
bulian, “You ¢an't use Mativtics 1o say  that the US. may be culling its inneva.
shiere’s a profileny,” said Jordan 1 Baz-  tive bridees. fome economists,
uch, he assistard “Sserelary of Com.  Charles P RKindivhurger au MY
mierce whe s directing the govern-  drawn disturbing paraliols briween
ment's innovation policy review. “But  the way US. firms are rasposding 10

and Japan grow mare Inventive, o 6o .
A _ammrs.__\ﬂne LS firéas ane, Eas
amples sbognd of Tordifn firmy taking
the lead In both new apd traditional
product aress. The Japonese, {or in-
stance, totally erligaod the American
communications industry ip the dovel.
opment of \'ulm 1ape tecorders. The
Qo s new set the pace in
1extiles. Toventiveness in the sieed ine
dustry -has centerrd in Belnium and
Austrin, Some U5, cilies are even

you'd have tn ke biind.not 1o see f8,™ Amecizi's balicred competitive lesds
Uraency about the problem isall the+  and the responses of Lritishy firnss 1o

. than

“um rase of Inveation a society shm.m

is an Hperiant ingree

now, became defensives—that Is, ratker
uhling effurts 10 penerate -
cAley eortailed. anvestment
and demanted government protection
2gainsl impats.

Does 1he current etrphasis on small,

- Ineretmentl kinds of advances rather

than on big breakithroughs threaten
the dominant pm:nun the UK sull
hoisls?
o one Is :mre. Bespite all the stud-
Les of fnnmeziian and peoduitivity, no
an 83y whether e is an o

adhiere 1o, or how much Ingovalion i

‘enwuph.

Theye dacs seein 1o he seneral apree-
pient, thouzh, on this; The np d techs
nelrgical prowth which the U8, sxpe
rience:l during the firs! two t‘mcl-‘s
efter Warld War I was unusual and Is
fnt keiy.in 1w res A

“We made an oz us lnvestment
i the war, nade some preat teckno-
logiesl advances du it, and tame
out of it with a at heded m the
) prozress,” said
ar the
MIT.
“We alo were banded an .ur:-... EH
laad, in having strvived the war hetier
thun anyane else, Bud one of the things
that Is increasinzly paing to he the
egsa 35 1hat new technolepical finovas
lions are going to happen outside tha
usr

Holloman said th

at American husi
bess has in the st displayed,an KIH
{nob-itvented-herci complex, measing
that U.S, manapess have boon artogant
loward anyibing rot thoughi up first

. +

ng’s Happened fo Vi am%ee[ng@i uit Jf.

in Ameriva an d *‘ow toem
his it one

markels, Ameriean hish

lrarn 1o be Gulck o adapt, o zhh-n

foreinn imventions a8 well as their

own, hewarked. .
“"lzc rredbom beonot with hade sei

l’n faman sad. *The prodiem

-Leue cdni v 1 gl
Y
it U8 mi'tina.

sTenrd

shis compe!
lr: v rong l‘r.ir B ~l lm..n

hrouzha i
faxed rer:
antilrust pra
maTe COnwal
NS AN COVeTa!
Japea and 1k
Pead CoBt
And gt W, ey
greater cortaliy in
pliey. " 1
CTeas2 in ROVern
of a redueiion ih regula
eufind S
100 I8 gntenlanuy Al
aaverns sad Or Boem
Lok, therds #hnadh we0fomic G-
evpizinty 1n the RuD procsa bz:r..x....h

" inta Euttr

radin

arage for

‘the govercment.”

said Du Pont |

Rreater  Docaume - Améried  woems  sho twalight &0 the Englsh empire.
. uriguely stelckesm, Westers Europe  Dritbh firms, just as American firms
. O S 4 :
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.- Backing Off Baucs
Many Concerns Stress

-Product Development
And Reduce R?esearch

Flrms Seek Fast Payoffs

.

: Wﬂl U S Exports Be Hurt'*'s

"1’ By anm C. meu 1%
&smffﬂepormof THE w:u.:.s-mm Jomn.

: "BOSTON -+ /The */R” " is ‘slipping “from-
: R&D andmny*sclentists economists and
forelgn-trade speCiahsts ﬁgure that-'
t!'ﬂuble e 3

They : ‘discern- an ohnnouscha.n ge in the
natlon s sclentific posture: Industry is‘curb:
ing slow-payoff, ~basic researth -aimed “at.
finding new products and instead is [avartng
‘hard-nosed, quick-payﬁﬂ develnpment of exo
isting technology..

" If this trend continues, sonie experts fret,”

i ‘the U.S. eventually could fose its standing as

both .the world’s most innovative’ country

' and-the biggest exporter-of high-technology
; goods. -Others- worry that-

. problem hds "spreait ‘éven o universities,’
i long conmdered xhe hirthplaoe t)f basic Te-
¥ SEamh
L1 do'thear- man)? of. myindustﬁa‘.l mn-
: temnporaries talking about exciting new'ma-.
: jor discoveries that they think will shake the
world,” sighs N. B. Hanhay, héad of re-
search: .at" Bell ‘Laboratories;san, ~arm of .
American - Telephone' & Telegraph - C0.-
{ Thomas A. Vandepslice, -whe: Te-
search at General Electric Co#lso is con-
cerned. *“There are.trends.shat, ymless ¢or-
} rected, could lead 10 a rapidly mamrmg cn-
s,” he says. . o
Real Outlays: Stagnant e +
- The switch-in R&D- emphasm has taken
‘place ata time when:the total of such spead--

‘r'u'n- Ay

: 4;;--{-, E
%

.pant, “American companies -are- spending
more money on:R&D, of course;’ene private.
§ study ‘found “that industry . expenditires on .
| R&D"Jast year rose. mioré than 1i% from
1975 to "$16:2 billion.” However, the higher
outlays have barely kept pace with. infation,
**Strip away the higher costs, an:!Tyw don't
+have ymuch- of an - increase. m fhe real
-amount of R&D ‘being;done Joday," sas Mi-
'chael Boretsky, senior pohcy nnalyst at the
‘Commerte ‘Department: AndGtto
-who heads.an-eceaomic
,mm, saymmdmg An-lagging
would-be  expected during. #:ve-
.bouml h‘um -the 1974-75 Tecesslon. s34
* " ‘Parhaps seven gnm - ondnously;

spending'in the U5, 1s beginning o slacken

in compa.nson ‘with the yest.of the world.
Smmemam o . otudw . acHmates that the

_ Reasons for Switeh - = ’
P Executives and ecenomists alike attrﬂr
' ute the new,-quick-payoff approach to R&D

; to the stlll-high rate ui mfla.tion. the shert-

| Vexed by Sha.rp Cornpetltlon, -
~And Federal Regulation, -

herpriced synthetic fu
mmmtanyhig » b

,gettmg thé elbowroom to, say,come up vnth.r .
' synthetic [Tuels” to ‘replace petroleam. The™ - .-

g s ,__.>_-" . .-‘ -

- | climbed to 78% from 82%. . |
" 'This ‘new policy means *'much luwer;

U.S. has turned -essentially stag- -~
ing in the as tu risks and:much-higher rewards;” Mr. Heck-|'

Mimﬂheﬁ

Ravtheon Co. is blunt about it *Very aet-
initely we have gotten away from long-term
_renrral research,” a spokesman for the big,
diversified company says. “All the resemh

‘efled goals, better focus on busfness
bbjectives, and a promise of payback within
8 reasonable period. of ﬁme."

R

'erisaf,nncertajnty pa-

{ nies aren't in’ ‘any mooad for high risks, .5ays

Alan Greenspah, a former chairman of the
- President’s .Council of "Economic Advisefs.
“Uncertainty is - plaguing ~the investment .
community; - and it i§ far more pervasive

: .. than it'was a decade ago.* Under these cir-
= eumstances, for example,. ‘it is-no:wonder

“this conntry’ hasn‘t done much research into

“u:syntheti¢ fuels,) Mr.. Greenspansays. “The -

T
1";.

* payoff is too fardown the road.”” *
. Richard B.Heckert; senior vice pres;dent

o {who overseds R&D at-Du Pant Oo,; spec(ﬂ- :

Jxally cites the imphct ‘that federal -policies.
? -aré having- on -coal- -gasification’ pmposale

}“Who the hell is going to devélop expensive

“coal processing when nataral gas'is selling -
‘at half its real market price?” heasks. With
:gas prices held down by federal regufations,
Mr.. Heckert . says, industyy -is .concernad
‘about “whetber it could even getal

“George Gols, chief economist at Arfhur D.

- ¥Little Inc.7a- Tesearch-and consulting firm, -
+" . |'suggests that there'is &’
~f;“that  iridustry, in sthé \Iong rm
{'really believe that fuel is going to hemnch

deepet Eobl

thore éxpensive.or SCarce. ot~ - .
Dit Pont itself, ‘whose $353. million R&D

’ ' budget 1ast year puts it among the biggest in

, industry; has realigned its , program drasti-

3caliy In ‘recent years, the- big chemical -

company- has dropped about 22 of shat it
‘ considers “new adventures” # R&D and.is
working on only two or three. Indeéd, only
} 2% of Du Pont's R&D > budget went 10 basic

© iand new-venture research last year, com-

,pared wlth38%in1972 In-the same four

I years, ‘spending for what:Di -Pont nalls-

“improvements for exisﬁng

ert says. In a way, he adds, the company
has given up.“‘ldoking for another’ nylon or

“* {Daeron,” two synthetic fibers that were de-

+ veloped by Du Pont researchers and marked
-major breakthroughs. Du Pont isn't search-
: ing for more extensions of plastics and syn-
 thetics bécause “‘there aren’t any simple
- combinations, - eft.”
‘-"There are only 50

g hlgh technology products

—a == 9MERY_

a0 then exporti

Mr. "Heckert. says.}
hical material, with-each volume two inches
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Prof. Davidson adds that he wouldn’t be
surprised to see foreign manufacturers

" make big inroads in the U.8. markets for of-

é

- el

fice copiers, electric typewriters, outboard

motors and electric organs, (Using a Ham- -

mopd Organ Co. license, Yamaha of Japan
Mready has begun exporting.a competitive -
tric ‘organ, the professor sa.ys | I
Zgnith's Layoifs -

77415, companses oftén-lose’ thelr techno-
Jogical lead begause, Prof. Davidson says,
‘they are so preoccupied with keeping their
.ghare of- the current-technology. product
market. Other observers say much research
_work merely involves: a hunt for ways to
make current products more.cheaply or an
cattempt to accumuliate so muny patents in a
given field as to hamper. potential competi
tors.

A few days atter Prof. Davidson #es i
. terviewed, - Zenith -Radio Corp.--almost- as
" though on cue—announced that it'is laying

.. off 25% of its ‘work force, ln;:luding fa ’la.rge .

k! T of Tesearchers. The reason: eompe-

i

L

;1 duction operations. -
*1 Drug Regulations

Research Department i3 belng brought into |

fthe Product Development Department, 4 Ze-
/Tith spokesman said. Research projects that
i ‘aren’t: directly rela.ted to, the -immediate
' product Yipe Icolur-televislon gets) .aré belng
Jeliminated;’ the, spokesmen ‘added, #*We're
y.dropping some fesearch Projects Where the

- ltiﬁon “from Japanese TV-set makers. The-

p ' Payoff was 20 years from riow. They weren't .
: !makmgacontﬁhutiontoourneedsmw”
-1 Many corporate executives, economists |.
.. | and academics - -8lso ‘complaiy 't '
L ment regulation and-red tape are strangling

fmem
(basic research in the 1.8, Foreign govern-

"' And - -ments, in contrast, “hurtore® “industrial - Te |

These , governments - have’ lese-stnngent

search, U.S. businessmen say. 3. .-
Iantitmst*laws and,in’ fact, often nfge do-

- {-mestic.companies {0 share technology and
: ‘production operations. For exairiple; under

Dressure from’ Paris, the Peugeat 8.A. auto
| maker 1dst year acquired controlof Citroan
1 8.A, another French auto maker, which was |
7 . in deep financlal trouble, Peugeot's iob was |

‘to bring Citroen under its wing and create

one streamlined auto-making operation. The
U.8. Justice Departmeht’s Antitrust Divi-
"sion, on the other hand, prohibits American
auto makers from even exchanging informa-’
tion or kriowhow; much less eombining pro-

Foreign governments also, impose fewer
‘regulations that slow the intioduction of new
products. This difference is most “apparent
in the pharmaceuticals field. - -

Du Pont's Mr. Heckert says.that in this
cmmtry the average: corporate cost of bring-
ing a new drug from the laboratory-to the
pharmacy is $10 million..*Think about intro-
ducing 50 of them,” he says sardonically. To |
get Food and Drug Adminigiration clear-
-ance for a muscle relaxant called Dantrium
in 1972, the Norwick-Eaton Phiarmacenticals
division of - Morton-Norwich Products’ Inc.
-submitted {o the agency 456 volumes of tech- 4

ck—~1!terally -a ton of documents.
A FDA “spokesman says the avera.ge
-drug application foday takes up about
70 vohimes . of technical ‘material, And the
processing of -such applications can take
| years, ‘One reason is a bureaucratic prob-
lem: An FDA employe risks little by delay-

_i iig

an application, but he can get into
tremhite hw-clearing a drug that later is im-

/)

v




. Walter E: Goldblith, provost of the Mas-

1. sa.chusetts Institute of Techuology, puts part

«of the blame”on -what he calls “'a night-

|.mare”. federal funding system, Compared
| with "the Jlooser block - grants ‘of bygone
{"years, money now- is- doled out only for
{ tightly controlled -projects, Mr.- Goldblith
|, says. By’ insisting on multifarious reports

and other forms of accountability on basie-

| -Tesearch :projects, Washington has' “frag-
| mented the study of nature until it has.be-

come -meaningless,” he complains. "“Scien-
- tists? Our people have had to become more

| like accountants,” Mr..Goldblith snorts.

It is .difficult to determine the extent to
‘which this basic-research lag-is hurting the
nation's.tiade fighires. However, technology
\tlearly -is" important- to U.S -exports.. The-
Oommerce Department says that while the
1.8, was. incurring-a $5.88 billion -deficit in

m trade 1ast year, its exports of
: -intenstye ~<manufactured - goods
were ‘outrinning such imports'by-$26 hillion.
o 4What ! alarms “me ‘i the .trend we're:
seeing now and what effect itanay have 00

"o‘ur trad

 fle,.say: re‘seamh comparlsons with say. the
late 19608 are ~iifitair'" because’the govern- |
ment. dnd corporatmns then were spendmg‘

. !mge amounts . money on: research rela.ted-;

“The fivét thing we have to realizé is that

{ the boom ‘years ot the 1960s have passed.”"
| Furthermore, X he- wains: that -the statistics .

are “'still 100 imprecise; we need to break
durwn the figres sector by sector to- find out
where the problems:really. are.””
[ To Mr. Press, themswerisntaﬂoodof
federal funds into basic research. “We have
‘to be careful,” he: says "We don't want to

-overload the system !




Unusual joint Senate-House
hearings held at AAAS
meeting explore how lagging

' R&D investment by induétry is
affecting U.S. economy

Within the next two weeks the Office
of Science & Technology Policy will rec-
- ommend to Président Carter that the
Administration undertake a comprehen-
. sive domestic policy review of industrial
innovation. OSTP chief Frank Press ex-
plains that such a review is necessary be-
" cause “it is evident today that the health
of our economy is being adversely affected
" by alag in our productivity and a decline
in our industrial innovation.”
Press made his announcement at
hearings held earlier this month by the
~ Senate Subcommittee on Science, Tech-
" nology & Space, chaired by Sen. Adlai E.
Stevenson (D.-I1L.). Just a few days later
the subject of industrial innovation was
further explored at a most unusual set of
Congressional hearings,
The Senate Subcommittee on Sc1ence,
Technology & Space and the House
Subcommittee on Science Research &
Technology brokeé long-standing Con-
. gressional precedent by holding a day of
" joint bearings. The site of the hearings
was even more unusual. They were held at
the American Association for the Ad-
vancement of Science annual meeting in
Washington, D.C. And for what may be
the first time in Congressional history,
people in the audience were allowed to

.‘comment on testimony and ask ques-
tions. ‘

At the first set of hearmgs Stevenson
agreed with Press that “there is persua-
sive evidence that the U.8. trade lag and
the growing competition the U.S. is facing
from other countries is due to a lack of
industrial. R&D investment.” He was
disturhed by the possibility that policy
review might be rejected by Carter.

But Press says that no matter what the -

decision is on the domestic policy review
 mechanisim for the study, the study will go
. forward. He explains-that he already has
had numerous discussions with industrial
research leaders on the issue and a num-

ber of conditions that need correction al-

ready have been identified. These mclude,

according to Press, that:

+ “There is insufficient incentive on -

the part of industry to innovate boldly,
Industry leaders tell us that it is-safer to

-market incremental improvements in.

18 CBENFeb, 27,1978 * .

Press: decline in innovation

tried and true products than to undertake
greatly innovative R&D.-

+ “Industry investment is too low on
exploratory research, particularly that
from which results would be more ad-

“vantageous t6 society as’a whole rather’

than one firm or industry in particular.

» “Industrial managers . .. are having
to put a larger share of their income into
so-called ‘defensive’ measures to meet
new environmental and consumer safety
standards. As desirable as these standards
may be (and I think most of them are), we

‘must recognize that they require re-

sources that might otherwise be used for
innovative work more. _
« “Equipment and facilities are aging

" and not being replaced as rapidly as nec-

essary to keep U. S indusiries productive
and competltlve

It is obvious, Press says, that in'some
areas the .S, has been living off past re-
search results and a “reversal of Lhis sit-
uation is essential not only for the do:
mestic effect but also to improve our

. competitive position in world markets.”

Thus, the idea of a domestic policy review

to identify problem areas and possible .

solutions, to be conducted jointly by
OSTP and the Department of Com-
merce. ' .
At the AAAS section of the hearings,
Dr. N. Bruce Hannay, vice president of
research and patents for Bell Lahorato-
ries, supgested that one place such a study
might start looking fer problems and
remedies would be in the government's
own backyard. He believes that “it is a
matter of national necessity 1o strengthen

-1.5. innovative capacity, [but] unfortu-

nately national actions and policies re-

main a major part of the problem.” And
he suggests some areas where changing
federal policies would have a beneficial
effect on innovation. _

For example, Hannay believes that
antitrust threats inhibit certain activities
that might promote innovation. Cooper-
ative research between companies is ef-
{ectively barred by such threats. But, he
says, antitrust relief could encourage
firms too small to susiain separate fun-
damental research efforts to undertake
cooperative basic studies or it could foster
cooperation between companies with
complementary talents.

In another area, he points out that
federal contracts for R&D generaily re-
quire that any patents that flow from the
work be available to all. The idea is that
since publicly funded R&D led to the
patent everyone should be able to use it.-
“The trouble,” he says, “is that what
belongs to everybody is usually of interest
to nobody, because the much larger in-
vestments necessary to manufacture and
develop the market for a new product are
unlikely to be rewarded by a satisfactory
return on the investment, in the ahsence

of an exclusive license.”

“Ohie positive action thé government’
could take, Hannay suggests, would be to
use government procurement, & poten-
tially powerful lever, to stimulate private
investment, Experimental tests of this
concept, he says,look very promising,
explaining that “mechanisms like pro-
curement are attractive hecause they
focus on what the governinent can do with
reasonable efficiency, that is, specify the
results wanted. They do not depend on
what the government cannot do as well,
which is to determine the method for
gelting the result.” He also believes that
gelective federal support for R&D for ci-
vilian technologies can be justified in

_certain instances.- |

Another participant at the AAAS
hearing, Dr. Bela Gold, professor of in-
dustrial economics at Case Western Re-
serve University, also had a number of
suggestions on how the government might,
go about stimaulating industrial innova-
tion, mast of them economic. They in-
clude substantiaily more favorable tax
treatment of the capital gains or delayed
profits derived from desired long-term
projects, special allowances for losses at-
tributable to such: efforts; cost-sharing
granis for especially urgent or risky
projects; accelerated depreciation for
capital projects providing needed modern
additions o capacity, but involving long

_eonstruction periods; and establishment

of an array of major government-financed
research centers to conduct basic research




on the smentlﬁc foundations of various

industfies. "

“Which, if any, of these recommenda
tions nnght be made following the
. OSTP-Commerce study won’t be known
for at least a.year. But Press says one of
the study’s objectives will be development
of Presidential-level options that address
ways the government can assist industry
".in strengthening its research efforts. 0O

EPA schedules 29 free
TSCA seminars

The following is a complete Eist of free -

day-long training seminars the Environ-
mental Protection Agency will be holding

during the next three weeks (C&EN, Feb.-

20, page 8). The seminars are designed to
‘help chemical manufacturers and ‘im-

porters comply with inventory reporting -

requirements of the Toxic Substances
Control Act, Reports describing chemicals
that are manufactured or imported in the
U.S. and, in some cases, what quantities
and where, are due on May 1.

. Persons wishing to preregister for a

seminar can do so by calling the number -

listed for the area in which that meeting
will be held. The seminars begin at 9:30
AM.
- In addition, the Amerlcan Chemical
Society’s Chemistry & Public Affairs
Department has arranged for EPA to
present a training seminar at the upcom-
ing ACS national meeting in Anaheim,
Calif. The seminar will be held on Tues-
day, March 14, in Room Magnolia C of the
Disneyland Hotel following the 3:30 PM
“ business meeting of the Division of
Chemical Information.

Northeastern area; 212-557-9838
-« Feb. 28, Boston—Boston-Waltham
Holiday Inn, 455 Totten Pond Rd., off
Rte. 128, ex1t 48E
. o March :1, New York—New York-

Coliseum Hohday Inn, 440 West 57th St.,

mid- Manhattan between Ninth and 10th
Ave. .
« March 2, Albany—Albany-Airport-
" Latham Hol:day Inn, U.S. 9, exit 24 from
New York State Throughway

" o March 3, Rochester—Rochester-

. Airport Holiday Inn, 911 Brooks Ave., off

1-490, exit 47.

« March 7-8, Newark—Newark-In-
ternational -Airport Holiday Inn, 160
- ‘Holiday Plaza, exit 14 from New Jersey
- Tpke. i
+« March 9, Phlladelphia—Phlladel-
phia-City Line Holiday Inn, Rte. 1 and
I-76 City Ave. exit or north from Amtrak
30th St. station.

+ March 10, Harrisburg—Holiday Inn-
Town, Second and Chestnut St., Second .

- 8t. exit from [-83.7

North Central arca: 312-986-4830 -
- s March 14, Pittsburgh—Pittshurgh-
Allegheny Valley Holiday Inn, 180

Gamma Dr. at R.ED.C. Park, Allevheny'

. Expwy. off [-80 and 1-76.
» March 15, Cleveland—Cleveland-

Independence Holiday Inn, 6001 West
Rockside Rd., exit ol 1-77, :

« March 16, Cincimiati—Cincinnati-
Riverfront Holiday Inn, 600 West Third

:"8t., Covinglon, on 1-75 at Fifth St. exit.

« March 17, Indianapolis—Ind.-
Speedway-N.W. Holiday Inn, 6330 Deb-
enair La., Jet. 1-294, 1-74, and U.S, 136.

« Feb. 28-March 1, Chicago—Chi-
cago-O'Hare Airport Holiday Inn, 3801

North Mannheim Rd., Jet. [-294, U.S. 45, _

and Rte. 19, _ .

“« March 2, Detroit—Detroit-Faz-
mington Hills Holiday Inn, 38123 West 10
Mile Rd. at [-96 and Grand River Ave,, off
1-275. :

+ March 3, aneapohs-——St Paul-
State Capitol Holiday Inn, 161 St. An-

thony St. opposite State Capitol, Marion -

St. exit from [-94.

South Central area: 214-387-0404

¢ March 2, Dallas—Dallas-Fort Worth
Airport-North Highrise Holiday Inn, Rte.
114 at Esters Rd., north entrance to
D/FW Airport off 1-635.

.« March 7, Kansas City—Kansas
City-City Center Holiday Inn, 1301
Wyandotte St Jet. 1-70,17.8. 71, and Alk.
69.

» March 8, St. Louls—-St Louis-Nerth
Holiday Inn, 4545 North Lindbergh Blvd.,
on U.S, 140 at [-70, 3 miles east of I-270.

¢ March 9-10, Houston—Houston-
NASA Hotiday Inn, 1300 NASA Blvd., on
Rte. 528 off 1-45 (NASA exit) or Rte.
146.

o March 11, Baton RougeWBaton
Rouge-South Hohday Inn, 9940 Airline
St., Jet. U.S. 51 ar'd I- 12

Southeastern area: 404-393-0140

« March 3, Orlando—Orlando-Alta-
monte Springs Holiday Inn, I-4 and Rte.
436. -

» March 14, Atlanta—Atlanta-Airport

_Is-Ioliday Inn, 1380 Virginia Ave., off [-85

-« March 15, Nashville--Nashville-.
Vanderbilt Holiday Inn, 3613 West End
Ave., on U.S. 708, off I- 40 at Broadway
{No. 49) exit.

+« March 186, Wmston-Salem—Wm-'

ston-Salem Coliseum (Noxth) Holiday
Inn, North Cherry-Marshal Express-
way. - g _ _ _

Western area: 408-275-8110

« Feb. 28-March 1, Los Angeles— ~

Buena Park {Disneyland) Holiday Inn,
T000 Beach Blvd., Beach Bivd. exit from
Santa Ana or Riverside Frwy.,

« March 7, Los Angeles—Laguna Hills
Holiday Inn, 25205 La Paz Rd., Jct. I-5
and 1-405 south of Orange County air-
port.

«+ March 8, San Jnse——San Jose-Park
Center Plaza Holiday inn, 282 Almaden
Blvd. at West San Carlos Ave.

o March 9, Oakland—Marriott Motor
Inn-Berkeley,‘ on Rte. 17 and I-80 at

‘University Ave, exit.

« -March 10, Portland—Cosmopolitan
Airtel., 6221 N.E. 82nd Ave., off (,olumbla

-Blvd. and 80th Ave =

| Fe'déra!‘ A!eﬁ——-

" Environmental Protection l»f\gency-—-Pro-.

" 2586 and 2608)

: '_FiNAL

- NOTIGES

:i‘- Consumer Produci Saiety Commlsslon— '
. Joins with EPA, FDA, and OSHA'to form In--

new regulations

This listing covers noteworthy regu-
lations appearing in the Federal
Register from Jan., 9 to Feb. 15. Page
numbers refer to those issues.

PROPOSED

poses rules change for handling Freedom of .
Information Act requests for business in-
formation acquired under Toxic Substances
Control Act and Resource Conservation &
Recovery Act; comments by March 20 (Jan.
18, page 2637). :

" Proposes testing requrrements for four -

«.chernicals - and six chemical categories

:‘recommended by Interagency Testing
- Committee on Cct. 5, 1877; comments by

Apr||3(Jan 31 page 4073)

Proposes strict controls on ha!ocarbon or= -
ganics in drinking water; comments by May
31 (Feb. 8, page 5755).

Food & Drug Admlnlsiration—Proposes )
further restrictions on use of chlortetracy-
cline and oxytetracycline in livestock feeds;
comments by April 20 (Jan 20 page

'3032).

Occupational Safety & Hea[{h Administra-
fion—Establishes emergency temporary
workplace standard {effective Jan. 17, 1978)

“for acrylonitrile at 2 ppm as an =ight-hour,

fime-weighted average; proposes permanent
standard at same_level; hearing in Wash-
ington, D.C., on March 21 (Jan 17 pages

Environmentat Protecllon Agency-—tssues )
effluent limits, new source standards and
pretreatment standards for :carbon. black
manufacturing; effective Jan, 9 (Jan 9 page_

. 1343).

- - Establishes rules for restnctecl use peshr'ldes )
_ang sets deadiine for data and fabel sub~

missions; effective Feb 9 (Feb 9 page
5782). :

Occupaiional Safeiy & Heal;h Administra-
tion—Issues permanent standard for occu-
pational exposure to benzene; effective
March 13 (Feb. 10, page 5918). :

teragency Regulatory Liaison Group to draft
uniform testing standards for chem:cals (Jan.
10, pagse 1523). ) :

Environmental Protection Ag'ency—Sets up.
data security task force to study security
measures needed to protect confidentiat
business information gathered under Toxic
Substances Control Act (Jan. 12, page
1836).

Announces avaﬂablhty of second addendum
ta TSCA candidate list of 2800 addlllonal
chemicals (Feb. 7, page 5051}

Food & Drug Adminlslrailon—-—-Announces =

availability of draft forms for registration of
drisg makers and Hsting of drugs in comd
mercial distribution; commenis by Apl’ﬂ 10
{Feb. 7, page 5059) . .

S
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