. that had made the transition more .

. drift of the times,
Govemnment should take a role in -

]Forum?f
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ECONGMlC PLANNING IN THE 80’5

Reagan siHi dden ‘Industnal Poh& IS

.- By ROBERT B, -REICH %

burted the idea of "industrial
policy.” Or did it? -

1rm~: 1984 Presidential campaign -

Not long ago, several Democratic -

Presidential aspirants were talking
about industrial policy.  Although the
precise meaning of ' the “terrn "re-
mained elusive, the general idea was -
that the Government should be more

purposeful in easing the transition out -~ £
of basic industries like steel and tex- -

tiles into high-tech businesses.

The argument was that without an
. explicit industrial policy — encourag-

ing our older industries to reduce out-
moded capacity and adapt newer
iechnologies, channeling *research
and development funds-to'emerging

" industries and helping ‘workers re-

train — the changes waould ' come -
slower and be more painful, and in

the meantime the 'United States :

would have lost cut to:other nations

smoothly {notably, Japan).

The. term *“industrial :policy’' has
fallen out of fashion, largely because
the Democrats lostthe election but
also because the economic recovery
of 1983 and 1984 suggested that there
was no problem to begin with. The
idea algo.went against the ideological
The thought that.

shifting economic resources smacked”
of ceniral planning, and conjured up

- ail the forbidden 'isms." Anyway;

" how could the Government compe- -

tently pick winners -and losers? '

R Wauldn’t the whole program just end
“up being anpther trongh ahwhlchmq, _

special interests fed? ,
. 1t has taken a concerted” eﬂort

Shnn.hmg baslc mdustry. Standard-

textiles, commodity, chemicals and *.
others that rest.on mass.or large-
batch production are particularly vul-
nerable to price competition.  Thus, -
the easlest way ta reduce their size is &
to {ncrease their price in world mar-*

" kets — making it difficult for them to ; Schedule has resulted in billions of .‘ competitive. What's' missing from

export and making it relatively easy
‘for foreign producers -to - threaten

them at home. And the fastest way to §
increase their price ig to raise the .

value of the dollar by nmning huge

" budget deficits. Presto: the ‘indus-.-

_tries are forced to contract) -
The Reagan plan to shrink Amer-

ica’s basic industries bas been enor-. .

itidusly :suocesaful. . Since 1981} vmm

“ thevuluenﬂhedollarbeganclimb

recedented levels ay the hudget

blf tounp
Ronald ' Reagan fo rehabilitate: the "# geficit ballooned, some 2 million johs

idea ot industrial policy. To be sure,

. the term appears nowhere in his ora-

tory. But his major policies are show-
ing that Government can play an ac»
tive role in transforming the economy
from “sunset’” industries to."sun-’
rise.” His three-step plan is a more

arnbitious industrial policy than the -

Democrats ever dreamed ot propos-
ing. Consider: :

—

Robert B, Reich, pmféssor at Har-*

vard University’s John F. Kennedy

Schoo| of Gavernment, was an early . .

advocate of mdustnal policy. He is

most recently co-author of ‘New

Deals: The Chrysler Revival and the
American System. o

AT [ R T

, iave been lost in old-line manufactur- -
ing businesses. « Steel; “autos: and
‘others have been fo 1o reduce do-

“mestic capacity, setup-operatlong .i:

abroad (or enter into joint ventures

*-with foreign producers} and divgrsity

mto specialized niches,

_ Finishing off basic industry Once
‘they have been crippled by interna:
. tional trade, it is a relatively small -~

matter to finish off “‘sunset” indus. -

tries altogether. This would be ac.
complished with the passage of a new
tax-simpliflcation plan, which as pro--

.posed would eliminate any lingering

incentives to invest in. America’s
older industrial base,
~ The Reagan tax-revision proposal

L

" would end ‘the investment tax credi
$25 billion a year — particularly to

over the next five years,

< Viewed as a whole, Mr. Reagan, s
budget deficit, tax plan and military -3
buildup comprise an extraordinarily Fj

ambitious plan for shifting America’s

“depradations of big government —

nomic planning respectable, |
7 But . the President's industrial
policy may be too ambitious. The col-

‘off far more bluecoliar

the recent years of record growth.

.older, capitalintensive industries in - Whﬂt happens at the next downtim?

'need of modernization, The propasal
‘ . also would reduce the pace at which"

.. plant and ‘machinery, could be de-

*" preciated; - the present accelerated

" extra dollars being channeled into
basic industries. All told, the Reagan .
tax plan would rescind more than $200 -
billion of guch tax-benefits, which'
have proved critical to “smokestack"
America, !

Promoting “high

‘emerging industries -~ advanced

. computers, lasers, fiber-optics, new -
materiais, blotechriologies and so on *

L‘ - will benefit both from the lower
_rates in the.new tax proposal and " techdeliver? And what happens if the -

- bottom falls put.of these fashionable- f|
“*‘technologies, as seems td.be happen-

e ! trom its retention of the tax credit tor
research a.nd development

TIR

UT more important r.o hightech =

18 President Reagan's military
buildup. Since 1981, about $400-

weapons — most depending on ad-
vanced technologies, This demand for
{ state-ol-the-art products has pulled -
¢ these emerging |ndustries down the .
“learning curve” to the point where..
+ . commercial spinoffs are attainable,

A) Mr, Reagan would like another $400° | }
itlion for advanced weapons betwena, -i39 a major experiment .in economic -
now and 1990, At the same time, well

over 30 percent of all the research and
development funds for America’s

high-technology industries is coming

tech.America's .

- billion has been channeled into new

" And our limited supply of scientists i
_and engineers is straining high-tech 2

. industries’ capacity to meet military
. peeds while , staying. ‘commercially

* President Reagan’s industrial policy
isa plan for helping our work force

adapt — through retraining, reloca- - i

tion and education and. day care for
. the kids while the two careers adjust,

“ Theplan i is also risky, Such a broad
leap fmm older industries toc new

carties a danger that the new ones’ :

wﬂl not be able to sustain our stand-
E | of Eiv(ipg on their. ﬁg:.‘ vegfn

wmnnyg

,

xing to personal computers of late? -
A more gradual, responsible indug:
" ‘trial policy would nat {orce us to move

lapse of America’s basic industries is -

50’ convulsively from ‘‘smokestack’ .
" to high tech but would help put high
technologies into our older industries |

“ - and simultaneousiy upgrade work.

directly from the. Pentagon Prwi :
dent Reagan’s '‘Star Wars" proposal : |}
~would channel an additional $26 bil- 18
on into these tuture technclogies

industrial, base. This is industrial |8
.policy with & vengeance. But because ' i
Mr, Reagan is whohe i3 — avowed de- " [§
fender of the free market from the K

, there are no voices o his right, vigor-
;' ously. dencuncing Washington’s vul-
‘gar intrusion into'the temple of the '
‘marketplace. As only Richard Nixon ‘[
could open relations with Peking, so '(|§
,only Ronald Reagan’can make eco- gl

,,‘workers than can pe reabsorbed inte’
ized goods, such as basic steel, autos, ;; Which has been worth approx:mately ‘other high-paying jobs, even during |5

ers’ skills to handle the new manufac. -

turing processes — to render the en- .

. tire indusirial base more- compeﬁ-

tive. )
Ronald Reagan's industrial policy

planning. Ironically, it may yet prove
. the wisdom of Mr. Reagan's own

. 'thetoric — that it cannot be done, at

‘least not with such a heavy hand.-

Loan
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: State Officials Adreemshed .
To Aid Their Entrepreneurs

Some Experts Favor Cutting Tax Rates and Easmg Regulatzons

. By David 8, Broder

- " -Washington Post Staff Writer
‘ MENLO PARK,. CALIF —State
" officials were told last week that
- the best thing they can do to guar-
antee a healthy economic future is

Cto smooth the way for the would-be

businessmer around them, :

.. “Governors should make  heros
© out of entrepreneurs,” Los Angeles
" businessman Donald Gevirtz said at
- & conference here on state econom-
* {c development strategies. “If théy
*- make a technological breakthrough

' or get 30- -percent growth for five.
| =years, brmg em to the statehouse

- and give 'em a medal.”

=_- Forget about - chasing General

~Motors Corp.'s Saturn project,

.eeconomsts told the state officials,
I'referring to the competition to land

o Z'the big auto company's newest op-

~eration. Don’t get into bidding wars

% for high-tech plants. It's far better .

> 1o cut tax rates and simplify licens-
~ing and regulatory systems to re-
~duce the “barriers” to aspiring busi-

-nessmen and risk-taking mvestors '
- they were told.

.. The advice was greeted with 2

E?ﬁmlxture of skepticism and enthu- -
" w7siasm from the 140 state govern-

wment. officials who attended the
.‘”symposium on "development pc}hcy
“<in an era of innovation and change.”

T« . The project, financed by.a Com--
*'emerce Department grant, was a

:;omt -effort of the Council of State
Planmng Agencies (CSPA) and SRI

Alnternatlonal a . consulting group:

o headquartered here. :

.province of Ontario, and West Ger-

=~ many came here hoping for tips on

> ways to promote new jobs--a grow-
+ing preoccupation of state and local
. governments in this era of declining
. -factory and farm employment. -
1« The message they heard had
- sclear echos of the Reagan admin-
. ﬁxstratlon s supply-side * economic
vphllosophy But it challenged much
Z-of the conventional wisdom on de-
”velopment strategies. ' :

The officials from 27 states, the'

On the first evenmg. economic
consultant Roger Vaughan told

them that they should shift their

focus from the creation of jobs to

the creation of wealth—-and realize

that the entrepreneur who starts a
new business is the key to the eco-
nomic future of their states.

In the hiandbook Vaughan and his
partner, Robert Pollard, wrote with

CSPA project director Barbara

Dyer for the conference, they said

-states should worry less about their

unemployment statistics than the
rate of new business formations.

"Half the jobs created each vear,

they said, come from self-employ-

ment or the formation of new'busi-

niesses.

"A parade of speakers cast doubt
on some of the most popular. eco-
nomic development schemes-—in-
cluding recruiting out-of-state com-
panies by granting tax concessions
or competing with multimiliion-dol-
lar incentive packages to be the site

- of something like GM’s Saturn fa-

cilities.
Far better, they satd to be sure

~-that the tax system rewards risk-

takers who start new companies
and that regulations affecting them
and their investors make it easy for
them to expand.

- The conference keynote speak-
ers said there is a role for govern-
ment investments in education,
training and public works. But even
there, they recommended entrepre-
neurial approaches. Force schools
and colleges to .compete, Vaughan
8aid, by giving vouchers to would-

be students and letting them shop.

in the education marketplace.

The strong emphasis on a free-
market approach to job-creation
was endorsed by the governor who
helped put the conference together,

New Hampshire Republican John H,
Sununu.

Sununu, who started his own eri-

_gineering company in college and

had 130 employees by the time he
graduated, told the conferees that

‘states “are just papering over their

" “leaves me empty . . .

problems i they don’t “clean out
the negatives” in their tax and re-

gulatory systems that inhibit for-

mation of new businesses. . .
Arizona- Gov. Bruce E. Babbitt

(D), the cosponsor. of the sesgion,

expressed general support for the

‘entreprenenrial approach but said

that it “leaves us with the excruci-
ating task of dealing with the losers
and those displaced” by economic
change.

T} stant Secretary of Comg
mercé Bruce D. Merrifield, said the
Reagan administration's policies

“had helped create “s historically

unprecedented climate for efs
trepreneurship” and urged the state
officials to remember that “when

government gets into the picture, it

messes it up.”
en-

trepreneurial strategy was no pans | '

acea for either rapidly growing
states or those with declining older
industries. Beth S. Jarman, exec-

- utive director - of the Arizona De-

partment of Commerce, said that
selling Babbitt’s program for spu-

ring new business “is the toughest

political job I've ever done....
it's very difficult to build an entres

‘preneutial constituency, because
“they don’t want to join anything,”

she said. . :

George D. Oriston, a Nevada
economic development official, sald
the emphasis on_ entrepreneurship
. Our state ia
going for quality of growth, and
there are a lot of new firms we're
going to turn down,”

Jack Russell, a Michigan official,
said conferees were “too easily se-

- duced” by the notion of thousands of

new businesses springing up and
said his state could ignore the fu-
ture of the Big Three auto compa-

“nies only at its peril,

Robert Benko, an aide to Penn-
sylvania Gov. Richard L. Thorn-

" burgh (R), said, “This conference

has persuaded me that entrepre.

. neurs have become another interest

group.”
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rather than S. 866, which is the bill in-
troduced in the Senate at the request of
the Administration.

Access To Libraries

1PO also strongly supported a provi-
sion in the House-passed bill prohi-
biting the Office from charging the
public to inspect records in the public
patent and trademark search libraries.
The Office earlier had proposed fees of
at least $40 an hour for members of the
public to search trademark records in
automated form. At the same time the
Office proposed to eliminate the paper
trademark files. Officials said that even-
tually even higher fees would be in-
stituted in the patent search library, and
all paper patent files would be
eliminated.

Banner testified, “Unfortunately the
Office is taking automation of the
search files as an excuse to charge the
public for access to information in the
patent and trademark search
libraries....”” He noted that these
records have been available free of
charge since the beginning of the
Federal patent system in 1790 and the
Federal trademark system in 1870. Dur-
ing the Senate hearing Chairman
Mathias stated he could think of no
" direct precedent anywhere in the
government for the Office’s plan for
charging the public for access to official
records.

Automation

The authorization bill was amended
in the House in response to an April
1985 report by the General Accounting
Office entitled **Patent and Trademark
Office Needs to Better Manage Auto-
mation of its Trademark Operations.”’
GAQ found that in attempting to auto-
mate its trademark operations, the Pa-
tent and Trademark Office failed to (1)
thoroughly analyze usetr needs, (2) ade-
quately assess the cost-effectiveness of

its systems, {(3) properly manage three

exchange agreement contracts, or (4)
fully test one of its systeris before ac-
cepting it from the contractor.

While IPO did not testify on every-
thing in the GAQ report, IPO did op-
" pose the exchange agreement contracts.
IPO condemned the policy of entering
exchange agreements with private com-
panies restricting access by the public to
Patent and Trademark Office records.
According to IPO’s statement, ‘‘such
agreements amount to giving private
companies monopoly rights in the

IPO NEWS

Rep. Mike DeWine (R-OH) questio

dissemination of public information.”’
As passed by the House, H.R. 2434
includes provisions prohibiting fee
revenue from being used for automatic
data processing equipment or services
and prohibiting the Office from using
exchange agreements to obtain items or
services relating to automatic data pro-
cessing. IPO testified in favor of these

“provisions during the Senate hearing.

Outlook For Bill

At the beginning of the August Con-
gressional recess, the Senate Judiciary
Subcommittee was considering the
House-passed bill in light of testimony
presented at the Senate hearing, Confu-
sion existed over the effect of the bill on
the Office’s automation projects. Pa-
tent and Trademark Office officials

" claimed the bill could seriously disrupt

funding for automation. IPO maintain-

ed, however, that the bill would not .

have any major effect on the amount of

" money available for automation. With

one small exception, the Office’s budget
contained enough public funds to cover
all of the items, including automation
programs, that are earmarked by H.R.
2434 for support by public funding.
After funding for the PTQO is author-
ized, funds must be appropriated in an
appropriations act. It was unclear in
early August whether the Appropria-
tions Committees will be willing to ap-

6

ns witnesses at House Authorization hearing.

propriate the extra money authorized by
H.R. 2434 if the bill passes the Senate
and becomes law. .

Copies of IPO’s testimony may be
obtained from the IPQ office.

IPO Urges Rewrite
of Federal Labs Bills

IPO has recommended modifying or

‘scrapping portions of three bills which

have been introduced in Congress to en-
courage Federal laboratories to pro-
mote commercialization of inventions
made by government employees. IPO’s
recommendations were made in a state-
ment filed with a subcommittee of the
House Science and Technology commit-
tee chaired by Rep. Doug Walgren
{D-PA).

The bills as introduced would give

'Federal employee inventors at least 15

percent of the royalties when govern-
meni-owned inventions are licensed to
the private sector. IPO expressed strong
opposition to the royalty sharing re-
quirement. IPO said experience in the
private sector shows inflexible royalty
sharing schemes impair productivity in
research labs. IPO believes the legisla-
tion would impair productivity in
Federal laboratories as well,

IPO believes it is a mistake to forge a
rigid link between commercial success
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of inventions and compensation for in-
ventors. Managers need discretion to
decide whether to pay bonuses to inven-
tors. Often the success of an invention
depends upon the creative efforts of
many other individuals besides inven-
tors—for example, research directors,
production engineers, and marketing
personnel.

IPO also expressed concern that
enactment of the proposed legislation
would be viewed as a precedent justify-
ing federal legislation covering private
sector employees. American industry
strongly opposes any legislation which
would have the Federal government tell

private companies how to compensate

their inventors,

IPO emphasized that it supports the
basic objective of the legislation of en-’
couraging Federal laboratories to enter
cooperative research and development
arrangements with state and local
governments, universities, and private
companies. IPQ’s statement said, ““It is
important for the laboratories to have
adequate authority to enter into
cooperative research and development
arrangements “with other organ-
izations....”

One of the bills pending in the House
is H.R. 695, the ‘‘Federal Laboratory
Technology Utilization Act of 1985,
sponsored by House Minority Leader
Bob Michel. An identical bill, S. 65, has
been introduced in the Senate by Ma-
jority Leader Bob Dole, A somewhat
different bill, H.R. 1572, has been pro-
posed by Rep. Stan Lundine (D-NY).

According to the drafters of the

- - Rep. Doug Walgren ( D-PA).

-

royalty-sharing provision, government
employees must be given a *“piece of the
action” in order to provide incentives
for them to cooperate with the
managers of Federal laboratories in
promoting commercialization. IPO

‘noted, however, that managers in the

Federal government already have

~ authority to give cash awards up to

$25,000 to pgovernment inventors,
Some agencies, including NASA, have
broader discretionary authority to
reward not only inventors but other
employees for scientific or technical
contributions. IPO suggested that if
government employees need more
financial incentives, Congress should
consider legislation similar to the NASA
Act,

PO also commented on two other
provisions which are in H.R. 695 and S.
65, but not H.R. 1572. One provision

gives government employees an exemp-
tion from key portions of the Federal
conflict of interest laws. IPO said, “We
can see no reason for exempting inven-
tors from the conflict of interest rules
which apply to other government
employees.”

The other provision gives government
employees 100 percent ownership of in-
ventions in certain situations where they
cannot obtain ownership under Ex-
ecutive Order 10,096, which governs
ownership today. According to IPO,
the bills would give government
employees complete ownership of in-
ventions made entirely at taxpayer ex-
pense even when thé inventions have
immediate commercial value, if agen-
cies do not file patent applications.,

Congressman Walgren’s subcommit-
tee is expected to mark up the legislation
in the fall,

Quigg Nominated
For 'Commission‘er o_f

Donald J. Quigg has been nominated
by President Reagan to be the next U.S,
Commissioner of Patents and Trade-
marks. The nomination was sent to the
Senate on July 26,

Quigg has been Deputy Commis-
sioner at the Patent and Trademark
Office since 1981. He has been serving
as acting Commissioner since Gerald J.
Mossinghoff resigned in January 1985
to become president of the Pharma-
ceutical Manufacturers Association.

Before Quigg came to Washington he
was chief patent counsel for Phillips
Petroleum Company in Bartlesville,
Oklahoma. He began his career with
Phillips in 1946.

During Quigg’s tenture as chief
patent counsel at Phillips, the company
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Commissioner-designate Quigg.
7

obtained the most patents of any
company in the petroleum industry. In
one three year period, the licensing
income received by Phillips exceeded
the company’s research and devel-
opment expenditures.

Quigg received the Silver Star as a

* member of the U.S. Army field artillery

during World War II. He holds a Ba-
chelor of Science Degree in Business
Administration from the University of
Oklahoma and a Juris Doctor from the
University of Missouri.

Quigg is a former member of IPO’s
Board of Directors. He was also active
in several other associations concerned
with patent and legal matters.

His Senate confirmation hearing is
expected to be held in September.
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