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patents. Whlle a patenhtee in the United states has one year
from the date of the publication in-which'to file'a patent :
application which may result in & valid patent, the requlre4
ments of many ‘other Ampoitanit countrles is such that no valid
patent can’ issue if there has been publication prior to fil<
ing of an.application in any one’ cbuntry. For thig reéason,
in order“to_protect‘the Government'e right o £ile foreign
patents in all casesy the agencies which havé this concern,
demand as a& contractual obligation that  eath proposeéd publica< -
tion be reviewed prior to release for publication and provide °
-that permission for publication canbe withheld until a patent'
application has been filed. Taken by itself, this reguirement
would not be difficult if individual universities could conduct
their own review, quite guickly, and bring agency attenticn to
reportable inventions alluded to in proposed publications.
However, at least one important agency requires submission of - -
proposed publications ' to it, subject to its review and release.
Such requirements can result in lengthy &delays’ and are highly
distasteful to the academic community as a deterrent %to free -
and early publication. 'The actual fact is'that only a very
small percentagé of proposéd scientific publications contain’
reportable inventions and that only a Very small percentage of
reportable 1nventlons are such as to warrant any concern over
any foreign patent ctoverage. It is my estimate that large sums,
in terms of money, man-hours of effort, paperwork and red tape
are expended in this-effort and that the values to be proteoted
do not Wwarrant the effort or EXPEndlture It would be interest-
ing to determine from'the various Federal agenc1es how much isg
expended in terms of effort and in the actual cost of procure- -
ment of foreign patents and to compare such expenditures w1th
the dollar return to’ the Government or to' some appralsal of

the value of other beneflts that’ the Government mlght derlve

-In view of the foreg01ng, if I were to make recommenda—
tions for possible improvements in the areas of thls dlscussron,”
such recommendatlons would be- s

1." The development of a truly unlform mandatory Government=
policy for Universities and siall business as to ‘the
‘hHandling of title to patents with title and transfer
“respon51b111ty to rest in the contractor.

2, E351ng of the requlrement for reportlng conceptual
inventions, preferably tied to some understanding
of feasabllity or possibility that completion of
the 1nventlon is contemplated.

3. 'Prov151on in the’ procuremént regulatlons for recog-‘
nition of the fact that certain types of research
projects should not reguire patent provisions but
merely reguire publication of the results.

4. The evolution of a policy and regulations concerning
the protection of the Govermnment's right to file
foreign' patent appllcatlons which limit the require-
ments to those cases in which they are approprlate
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face mounting inflation, unbelievable interest!}ates,,and
the constant threat of product liability--even ihough we
only selil industrial éuppliési—we*ddn’&“maﬁUféétb;e them.

AS the Mayor of my city, I became acutely.awgfe of
the strong need in our’American Gitids’ i uhdergirdithe  * ¥
‘efforts of olr business cémmunitiéSJ—pgrtiCﬁiafly'émsilj":'"

" business~-in a continuing -effort to keep our tax ‘base .
strong and viable and to beless and less dependant ‘upon
State and Federal-funds. ."

This, indeéd, should  be your thrust for small business.-
Guide us--~don't regulate us.  Giveé us‘less’government—-not
more, Listen to us--defi't prééch td‘us;'lWelve been through
it. We've coped with taxés, OSHA; more and’moré'governmént
* w3 that cos£ us an“arm and-a‘lég-in time ‘dnd’ monsy.

You have heard this before—ifrom"ﬁy good ‘friend Georde-
Lockwood who grows abalone in Monterey and who testified &t
your very first"éombinedfmeetiﬁg‘in“Wéshingtdn; and from
Milt Stéwér't=-=my'3qéod friend als’.o;—af{d‘?a'f‘riéna of ail small -
business, - 'Both of ‘them are compietély Gedicateéd to the basic
American premige that ‘small bBusinesi is indéed basic to our.:
U.8. Ecoromy: ~ .

Let me go-back in history for a few'moments and rélate. :
an incident as told to me by Arthux Levite, former-Chairman

of the Board of the American Stock Exchange.-In the adtumn
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tems, which goes back overa hundred years, Wh1ch is the. Agmcultural
Extension Service, . . TR <

Mr. Kine. Yes. ‘

-Mr. Browr. And a key focus there was on n the dlrect transfer of the
newlv generated knowledge . from the laboratory of the university
directly to the user through a trained person, the extension agent, who
could follow, through with that,and see that it was Workmg properly
We are not-doing that. . N o

“Mr. K1ve. No, .

And part of the problem you asked the questlon conoernmcr the :Eund—
ing levels. To.give you an example in the period of 10 years in that
program. the actual amount of increase in the Federal side is less than
20 percent, over that period. That doesn’t even cover the inflation cycle.

‘Now, it is also in.the NASA Application Center program we have
a requirement to generate fees. OK. From the. 1ndustr1a%T51de And in
our case we structure that fee program on the basis of our variable cost%
of the computer, printout cost, and et cetera. .

But unfortunately this then restricts what we can do, because you
only have a limited amount of base funds. ‘

0.we have had to concentrate those activities into the retrieval and
dissemination, but by then making these same services available to the
funded programs that deal on a one-on-one basis you can now make
that same resource available to through the SBDC’s to the university
center programs who are Workm%l directly. They are funded on a basis
of packaging Worklng r1ght wit them, and we find this has started
to work very well. -

Mr, Brown. Let me ask one more questmn YOu have mdlcated and
it is obvious we are on the verge of a new information revolution really,
I want to know how substantial is.your computer data basge, and is it
networked with other data bases so that  you feel you could do a com-
prehensive search or that you could acquire data from whatever source
it might be in, or have we not moved to tha.t stage in our c&pablhty to
transfer information once it is located..

.My, Xive. We definitely network. We use. the’ ex1st1n0' systems,
Tockheed system, SBDC’s Medlars. Of - course, we have the direct
lease line to the NASA computer researching on line over a 150-some
data bases rlght now, and I think one of the thmgs that is very inter-
esting.and in the beginning in. 1976 in conjunction with Denver Re-
search Institute we started a program of cost-benefit analysis as it
relates to information, and on the basis of comparing the percewed cost
and the perceived benefit :Erom having used the information services.

What we are now seeing is that back 4 years ago the number of the
percentage of clients that had a benefit from an:information service
was about 50 percent. That now is 1ncreasmg on the samp]es from 1979
to about, 88- percent. . j

This is partially becauqe of the fact that the 1nformat10n bases
themselves are getting better: You have more system. You have higher
speed equipment, lower costs, and we are getting befter trained search-
ers, plus an awareness that is growing on the busmess side of the value
of using information. ‘

‘Mr. . Brown. -You network through land-lines T- presume, “and’ I
have been kicking around the jdea of a dedlcated s&telhte link that
might be useful for networking purposes. -
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- Mr: Looyp. Mr. Lujan? - : -

Mr. Lousan. Thank you, Mr, Chairmen. -« EPEE o

-One of the things that we have here that has proved very advan-
tageous to the area, both from Log Alamos and from Sandia, 1s former
employees going in and establishing & business.Is it very difficult-to
do-that? It seems to me like that is an excellent way of having tech-
nology transferred into the private sector, letting the guy that has been

. doing the research at the laboratory go out and start his own business,
It is an automatic transfer of technology. How difficult is it for some-
one to leave.Sandia and:go and. start their own business with some
technology they have perhaps put together or together with others?
" Mr. Branovorp. Well, it must not be difficult at all because we have
experienced some amount of that happening, In the energy area, we
welcome it. Perhaps you will remember the example of the novel auto-
mobile engine configuration which the fellow devised a few years ago.
That engineer: after a couple of. years which.resulted in making a
laboratory model enginé, was hired away by a Detroit company a,ncgi is
now working with them attempting to apply that kind of technology
to their engine product line. We welcome that. T think that, as you
said, iz one of the most effective ways of getting the word out. -

» Mr. Lusan: How. about loans from industry: to the:laboratories or
vice versa? We have that in Government. where you take somebody
from some department, send them to the State to, well, I don’t know,
to interpret whatever the feds are trying to put across, then after a
while gthey- go on. bacl. Would or does that!go on within the labora-
tories? - T P EE U F ST S SO R Con
- Mr: Branpvorp. We-do have that. We can more effectively do it-by
industry people coming to-us than we can have people going to indus-
try at-the present time. We.do have ongoing programs that have been
in place about:4:years that are open to all comers for either short or
extended periods of time, people coming into the laboratory where
~we give them office space, full technical support.. They work with an
assignment exactly like one of our engineers. They have.full access
to the services of the laboratory-and the other technical talent.

We have less success at.-this point in time with programs to provide
laboratory experts to go to some of the industries. ' We do-that. a:]lot
in point. of:fact on the contracts we have with the various industrial
firms, Other than thogse contractual ways, we have more difficulty.: =
- Mr. Luzan: How about moonlighting, do-you find that maybe some-
one in the laboratory has a }Q)articular:expertise that a local company
could use, does that happen? That seems like an excellent way fo use
this technology.:- - tovo o0 L B F FT PO RO

Myr. Branpvorp. It turns out that it doesn’t happen very much. 1
think it is partly because in contrast with the kind.of technology
that Mr. Babb: was mentioning in the previous panel, which is essen-
tially the available.now:technology, the kind.of work: that we are
principally doing is in the very advanced technologies. In those areas
there really is limited community demand. =~ . o
_ What we do .try. and provide assistance with, and T guess T -would
reiterate it is a very big problem; is assistance to the consumers and
the businessmen about information that is available. It is the toughest
thing in this country to find, to wade through the massive amount of
material and pick out the nuggets of information that are useful to .
a particular individual or to & particular company.

. 66-228 0 - 81.- 27
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nesses and the disadvantaged business firms and try to help Glen find
these kinds of firms:iio- o o T T
I have already turned in a statement. I think you have a copy of it.
I will just give youa little briefonit, - . .- o © Fro 00 e
‘We started our small business program way back in the 1950’s-and
in the early 1970%, about 1971, we started an aggressive disadvantaged
business program. Our current figures, you can see them there in the
report, shows that we are placing about 53 cents out of every dollar
that we spend with the small business firms and about 6 cents out of
every dollar goes to disadvantaged business firms,. .+ = 7 oo
- ‘We. work  with labor .surplus area’firms and also women-owned
buginesses. . o- it Lo ol SRR S R
I am spending about 40 percent.of my time out'in the community
working with the National Minority Purchasing Council.' I am also
on.a; committee.at the chamber of commerce. We are: fixl'ym'g\to lock
at some of the problems of small business firms in. New Mexico. . -
When a small business firm: comes into Sandia, I am usually the
first one that shakes hands with him and try to find the correct buyer -
to talk to him about his commodity. Since Sandia is a high-technology
company, we do get into some areas where we have difficulty finding.
the capable small business firms and the disadvantaged firms to put
into the quoting process.- ..~ . . e U w
.. I did hear one statement made:earlier that about 97-percent of the
energy dollars are going to large business, Much of that: does filter
down to the small businesses, but if you logk at our numbers in the
solar area, only about 61 percent of those dollars go to the large busi-
ness and the small business firm is sharing .about-35 percent and the
disadvantaged about 4 pereent.. . @ o . 0 o
~So. we think it is working in our company.: We are aggressively
looking for them. We are using the SBA PASS system to do some:
searching. There is not enough registered in the' PASS system yet,:
but we are.working cooperatively with the Regional Office in Dallas
and are going to all the 8,300 firms that we have listed in.our direc-
tory as small businesss firms. We are sending them an application
asking them to get into the PASS system because not only will it be
g}fi)od_fo_r us, ‘but it will he good for other agencies so they can locate
them. . A :
I would say that if we have had any successes, much of it has to
be dependent upon the technical staff accepting the program. I think
you just heard some of that from Glen. S
If it is not acceptable to the technical staff, the poor buyer is not’
going to make the program work. .. - : P ERTURCE PR SO
In our company, a part of the buyer’s performance, is based on,.
how he works-with the small business and. the minority business firms
in giving opportunities for giving them an opportunity to quote. .
Now, one of the questions that is sure to come up: is how you make
this program really work: I don’t know how you legislate imotivation;:
but we seem to.have that kind of a gpirit going at cur company. We
think that motivation is one of the things that makes it work. = = -
One of the programs we have been working very. closely in is with,
the Small Business Administration, They have a program where the
prime contractors are invited to nominate their best small-business"
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A small example. Somebody in the shoelace business perhaps loock-
1‘1%g for a new way to bind plastic to string to make a better shooelace.

e know that NASA has been in the adhesives business for a long
while and we have & number of ways that we try to retrieve the in-
for_gmtion and put the technology into the hands of the person who
needs it. -

‘We do this in the Rocky Mountain Region in general, NASA has
an additional six such organizations, most of which are located at
universities around the country. The way we get the information cut is
through a terminal at the university, We then supply the raw informa-
tion in the form of a computer printount, if that is so desired by the
customer, or we will engage in a technical evaluation of the informa-
tion that has been retrieved. This is where we believe that we are quite
different than most of the technical information centers arcund the
couniry who are in the business primarily to retrieve information and
without any value added put it into the hands of the user.

Another technique that we use that we have found to be very useful
is through a technology coordinator. We actually have a person at
the Johnson Space Center in Houston whose job it is to help us re-
trieve information that is actually not yet printed or in a retrievable
file. This has been, very successful.. I might give a brief example. It
didn’t actually come cut of the Technology Application Center, but
one of our sister organizations. You may be aware of wire that has
memory and has been used for orthodontics. You can preshape the
material and put in into a youngster’s mouth and heat it up to a certain
temperature and it assumes a predetermined shape. It is very useful.
NASA didn’t develop it as an orthdontics material, but it has been
modified to fit thatneed. "~

The information for that actually came from or through the Tech-
nology Coordinator System. Most of it -wasn’t written down. It was
actually in the minds of the people working at NASA laboratories
and it wag retrieved by putting the user in touch with the people
who had it floating in their mind.

We also engage in short courses. We have heard from previous
witnesses that education is a very big part of innovation and the
acceptability of technologies. We try to find those technologies that
ave of particular interest or seem to have a broad interest and host
short courses, seminars, executive briefings, that kind of education.
An example in that area would be the energy conservative housing
symposium that we held here in Albuquerque 2 or 3 years ago. The
audience that we were attempting to attract at that time were in the
building trades, also in the municipal government because we knew
that codes would be involved. We find that these are rather successful
endeavors. Unfortunately we don’t have the personnel or the funding
to engage in a heavy load of such short courses and seminars.

I think with that that I would like to entertain questions.

[The prepared statement of Dr. Morain follows:}
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Mr. Lusax. Does the average firm have much interplay. with the
laboratories? For example, if you found’ 4 new metal that would re-
flect better, something like .that, could: that:firm out there pick it up
and be able to change the materials that they are using in a collector.or
some other product that they are marketing % i+ - . ST

.Mr. Brawpvorp. In the-areas that we work in——which iz high-tech- -
nology solar areas, high-technology geothermal logging—--we have got
a lot of examples of that: The industry peoplehave very quickly picked
up the things that we have worked:on. We worked on a high-tempera-
ture capability logging tool for the geothermal well business. It is'a
little business; maybe less han 50 geothermal wells are drilled & jyear
as. compared to 40,000 oil and gas wells. So a 'market which is not
attractive for-a well logging company to spend a lot of specific money
to develop well logging and completion tools for. We took some high-
temperature electronics capability, made some prototypes, and now one
of the existing well logging companies is gbout to-come on the market
with a 500° F. capable set of-logging tools which they will seil to the
industry. So we see that happen. - . R IR TR RTINS
- Mr. Lousan. What can we specifically in the Congress dotoencourage
all of the things that you learned to research in:Sandia, other than
meking weapons, that are available to anyone out:there—I know the
patent process and all that-has some problems—but is there anything
that you can see what: we.in this committee could:-pose to make it more
readily available? That is the purpose of these whole hearings. :

Mr.” Branovorp. ‘Absolutely: By far the best thing :that could ‘be
done is to, I believe, mandate some improvements in the information
dissemination system. Right now we have'a single national center in
the country, the National Technical: Information Service, which all
of the-Government agencies are required to submit.their reports to,
and, in fact, are prohibited by Government regulstions from doing
otherwise. We have Government Printing Office restrictions on how
many copies of reports can be-printed and we are prohibited from
printing enough copies. to provide them -directly to people who ‘ask
for them. We refer thein. to the National Technical Center, Their
response time, and, I -am sure, for a.variety.of reasons, is fess optimum
than, I think, <¢ould be achieved. I believe also the country is too
‘darn big and the technology areas are too diversified to expect a single
place to be-able to keep current in every single technology field.

So one-of the first things that T would:say.is to take the major
consumer areas, assign that responsibility more broadly, set up a better
network of-local and-regional centers to access that information sys-
tem, and that single thing would be the biggest benefit that we:-could
provide. «: - o seon oo sl e Tt D sy

AMr. Loyp. My, Roth? 70 oo o e i e ey

-Mr. Rorm. Mr. Chairman, I appreciate:very much the testimony
of Mr. Brandvold; but I think that I-will-wait and see: how much
time wehaveleft attheend, ¢ . - v o oo 0 s T

STATEMENT OF JAY HUGHES, SMALL BUSINESS REPRESENTATIVE,
S . SANDIA LABORATORIES = . .
M, “Hﬁ.G‘rHES. I a,mthe small business’ répi'esentﬁtive from Sandia
Laboratories. I am the lizison officer. I try to look after the small busi-
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Using this vast network -and its.trained staff, TAC is amply ...

qualified. to.extend its services. and skills into many fields

of expertise.. Its.contributions in.technology transfer,

informing the. nation -about new developments in energy, assisting. ..

‘small businessmen to better meet competition, and its irvolvement .

in the remote sensing field are nationally recognized. : Organiza-

tionally, TAC has the following programs and capabilities:

1.

Information Retrieval.— Just a few years ago the‘number'of
available computérized-information.resources-could be .
counted .on - the fingers of .one-hand.: The Yinformation. .
exploéionﬂ of the -1970's has changed -this solitary situation.
TACIhasukept_in-step with’this:happening,and‘cufrently it
employs a. full-time informaticon scientist to"managerlEO;; \
computerized information files containing ‘35,000,000 reports
developed during the last 12 years.  The files are used
interactively -on'a daily:-basis through the -use of modérn
electfonig terminal equipment:-installed in TAC's facility.
The end is not yet in sight and TAC anticipates. a 10-20%
growth in new: automated files during 1980. -The information
program provides informational suppért.tOrthe-entire TAC
organization. R
Information Analysis = Industry is a major connoisseur to.

technical information and. is constantly:concerned about its

availability, guality, and quarntity. . Fortunately, TAC!s. . ... ..

gtaff understands the. nature: of ipdustrial- information.. ;... . .-,

requirements-angd :is: prepared-to-handle even the-most .complex

of technical 'situations.- TAQ functions as:a.full service-...
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ﬁrm of the year, the one that they think-is. the best. 'We have been
fortunate that out of the last six times our nominee has -won the re-
gional honors-and has gone to national. They have not won the na-
tional yet I think it should be emphasized: that in this program the
small ‘business fitm who wins even regional honors gets a-Iot of pub-
licity out of it from the Small Business Administration and a lot of
them use it in the1r brochures It opens doors for them into the large
agencies: - -

In our local area and in the New Mexmo Mmorlty Purchasmg Coun-
cil, we are conducting:sales training programs for disadvantaged
entrepreneurs They attend for 12 weeks and get 2'hours a week on how
to sell themselves, how to sell their product, and how to keep:their
books. So we do have some of these kinds of benefits in the community,

ag well as’our local buying group that works very closely with machine
Shop= in this area. Each year we conduct two sessions on a’position
dlmensmnlng course - which aids the small business machine shop in
his inspection procedures. This results in the: produet havmg less
rejections: That.saves them time and saves us money..

These are some of the kinds of activities we are trymg to do to help
get the small irms involved in our awards process.. : =~ i

That is just a brief and T would be happy to answer any questions.

Mvr. Losan. I just wanted to make a comment, My.:Chaitman, - -

As you know, I keep pretty close tabs on’ that program’ and the
success of that program .is just great as far as Sandia is concernéd.
We are very pleased with it and think you do'a good job with the pro--
gram., If there is any criticism, and 1 hate'to say it in front of my
friends from Wisconsin and California, it-is that not all the small
business firms are just in New Mexico, We would like to do something
about localizing it. & little more, but we think that you are doing an
excellent job. We can let W’:tsconsm end Cehforma have a llttle blt
of the business, but not too much.

Mr. Lroyp. Even with the a,bunda;nce of the good thlngs you have
here, you are alweys w1111ng to shere I'lght :

Thank. you : .

STATEMENT OF IR.. STAN MORAIN TECI{NOLOGY API’LICATION :
CENTER "

Dr MORAIN Tha,nk vou ' '

The Technology Application Center, should mdlcate at the beo'ln-
ning, is a: part-of the University of New Mexico. Therefore, it is a
not-for-profit organization. We are also funded by NASA under a
NASA: contract and have been so-funded for-the last 15 yeais or so.

- 'We like to deseribe ourselves as brokers in teohnology, remember-'
ing, of course, this is a not-for-profit kind of brokerage.

What we are attempting to do under the charter from NA‘SA s to
discover within the space program those technologies that might be-
altered in some way and utilized in a secondary fashion'in the pr1vate3
sector. So we are really in the business of trying to- locate potential
technologies, on the one hand, and broker those'in such a way that we

- can find somebody in- the user oommumty who ‘can utlllze that
technology. ~ '
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and conductlng customized tralnlng and shcxt courses:. for

speczflc interest groups.

Project orzented serv;ces of the Remote Sen51ng Program ETEE

include appllcatlons of remote senSLng_to- land use,

forestry, energy resource 1dnet1flcat10n and development;m%
env1r0nmental studles, heat 1055 surveys and other earth B
resources problems. The Remote SenSLng Program is alsoc a
designated representative of NASA for the dlssemlnatlon,
nationally and lnternatlonally, of all: earth orlented space

photography for Skylab,lApollo, and Gemini space flights.
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‘Technology Application Center
" EFFORTS IN PROMOTING INNOVATION AND
" TECHNOLOGY TRANSFER

Brleﬁng Méterial
for-. f e
- House Commntee on Scnence rmd Technology
L March 2 1980




TAC’S COMPUTERIZED LIBRARY

TAG has assemblec the world's largest computerized
library, containing over 30,000,000 cliations to articles,
patents,- papers, technicat reports, proceedings, and
reports of rasearch in prograss. By accessing.niné com-
puters througheut the United States, we can- quickly
perform a iiterature search and lecate articles on- vir-
tually; any subject.-The search Is a retrospective ex-
aminaticn of the literature available in a subject area.
The Initial result of the computerized search Is a collec-
tion of bibllcgraphic citatlons with annotations or
abstracts which can be expanded to Include full
articles on that subject. References te speclalists work-

ingin the field are also ubﬁlned,

~ Sample Literature Search Citation

ACCESSICH | .

NUMEER © TBA26E23

TITLE SPACE INDUSTH\ALIZAT!DN-—REDEFIN\NG THE

AUTHOR MCHUGH o N :

SOURGE POLYTECHNIC ENGINEEH V 18, P 8- 17
NOVEMBER 1977

ABSTRAGT SPAGE \NDUSTRIALIZAT\ON HAS BEEN DEF\NED
. AS THE USE OF THE PROPERTIES OF THE SPAGE
ENVIRONMENT (SUCH AS WIDE QVERVIEW, HIGH |
VACUUM, VARIABLE GRAVITY, {NTENSIVE
ENERGAY, OR THE-USE OF MATERJALS FROM-
. EXTRATERRESTRIAL BODIES, LIKE THE MGON)
TO PRODUCE UNIQUE PRODUCTS OR SERVICES
WHICH CORPORATIONS, GOVERNMENTS, OR IN-
A DIVEDUALS WILL PAY FOR. ATTENTION IS GIVEN
TO GEQSYNCHRONOQUS SATELLITE SOLAR
POWER STATIONS, LARGE PUBLIC SERVICE
PLATFORMS I 3PACE, BIOLOGY-RELATED
ADVANCES POSSIBLE ON THE BASIS OF NEW
SPAGE PRGCESSING TECHNIOUES, THE DEVEL-
OPMENT OF A NEW MATERIALS SCIENGE UNDER
SPACE CONDITIONS, THE EMPLOYMENT OF
LUHAR MATERIAL FOR THE SUILDING OF SPACE-
BASED STRUCTURES, THE CONSTRUCTION OF
CYLINDEA COLONIES IN SPAGE, ADVANTAGES
AND  POSSIBILITIES - OF ASTERIOID MINING,
GEMERAL ASPECTS OF SPACE COLONIZATION,
FUSION RESEARCH IN SPACE, AND THE CHE.
ATION OF HIGHLY MOBILE HABITATS GAPABLE
QF REACHING AND OPERATING ARCUND THE

FURTHEST PLANETS,
SUBJECT EXTRATERRESTRIAL RESOUACES, SPACE
TERMS COLONIES, SRAGE MANUFACTURING

MAJOR DATA BASES

NASA's Intsrnationai Aerospace Abstracts and tha

Scientific and Technical Aeraspace Reparts. Covering -

the period 1966 to present, thls multidisciplinary data

basa is the repository of ali NASA-funded profect Work: )

The Department of Energy's Energy Data Base. Cover
ing the period 1974 to present, this file contains ¢ita-
tlens 1o articles on all energy flelds,

Engineering Index, 1970 to present. This flle is the ma.
ior resource for alt aspec:s of enginesring.

GChemical Absiracts, 1970 to present, The basic
dapository of information for all aspecis of cheristry.

Biological Abstracts and Biofesearch Index, 196% 1o

. prasant. The major data base in the life sciances, cover-

ing 8,000 Journals from over 100 countries.

i‘FUF.'enum Index to Chemical, General, Efecirical, and
Mechkanical Patents, covering chemlcal patents from
1950 to present and &li cthers from 1871 to present.

World Patent index, 1964 to present. A major rescurce
contalning citations tc  patents ‘issued” around. the
world.

Natonal Technlical information Service, 1964 ¢ pres-
ent. This lile conlains citalions to all government-
fundad. research. in at- flalds of interest 1o the U.S.
Government.

Library of Congress Blbliographic Data Base, 1965 to
present. This tile is gssantially the Library of Congrass

_. card catalog.

Predicasis Market Abstracts, 1972 to present, The basic
resourge flle for business, industrial, and economic
articles.

Psychological Abstracts, 1967 to present. The maior
depository for articles In atl areas of psychology.

Smithsonian Seience lnforma!ian'Exchange current
reperts of ongoing.research in all scientific and tech-
nical fields,

Mechanical Engl‘neerﬁng, 1973 to prese_nt. The baslc
rasource file for articles in mechanical englneering.

Armerican Petroleum Institute Central Abstracting and
Indexing Service, 1964 to present. The major data base
covering literature relating to the petroleum refining
and petrechemlical industry.

American Statistical Index, 1973 to present. Statistical
covarage: of the entlre spectrum of soclal, ecenomic,
and demographic data collected and analyzed by all
branches and agencies of the U.8. Government.

Congresslonal Information Service Index, 1970 to pres-
ent. This file covers publications emanating from the
work of committees and subcommittees of the U.S.
Congress: Hearings, RE]Jcrls Committee Prints, and all
ather documents.
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Section 1

Executive Summary

Although a mejority of Ameriqans can qﬁiéklf ielafe to:ﬁASAle
landing of spacemen on the Moon ] surface oF the flybys of Jupiter
and Saturn, most do not reallze that the advanced technology
developed as a result of these spaceflights.is belng;epplled
dally in almost’ ‘every field of human endeavor._-It might also
surprlse many Amerzcans to 1earn that they have easy access to
this vast storehouse of knowledge regardless of the size and
nature of thelr business, the kinds of products they produce,
or the types of services they offer. _; ) N‘)

The congressional directive ‘which* formed NASA in 1958 requlred
that the results of all agency—funded research and development be
published and made_gene:elly:ayaxlahle. To -garry out thlErdlrthlVe,
NASA created its Technology -Utilization Qffice with seven regional
centers to assist the public in acqiiring and ‘ddapting the results
of agency Funded RgD. Since then, thOusands of commerc1al appllca~
tions for the developed technology have been dlscovered hy non-
aerospace companies. The Technology Appllcatlon Center (Tac) at
the University of New Mex;co in Albuquerque is One of these seven
regional centers. It has emerged as the single largest information
faeility in tﬁe Rocky Mountain Southwest. During the past fifteen
years it has served all segments of the private and public sectors
in this region.

It employs a multidisciplinary staEf capable of interfacing
the most complex of organizations as well as interacting with the

world's lateét and most advanced computerized information networks.




‘Ti9

AERIAL AND SATELLITE

'PHOTO.SEARCHES

TAC Is an afflllate’to the National Cartegraphic Infarma-
tion Genter and provides computerized phote search
-services. Through aczess to the vast amounts of carto-
graphic data stored In the data base al the EROS Cata
Center in Sloux Falls, South Dakota, TAG searches can
focate photos from the SKYLAB, APOLLO, and GEMINI
manned missions as well as LANDSAT Images for any
lacation on Earth. NASA high altitude photas and lower
altitude photos from such agencies as USGS, BLM, and
the Bureau of Reclamation are also searchable. Copies
of photos retrieved by a search can be ordered through
TAG for reasonable prices. Searches may be initiated
by atelephene call and cest $10 per search, .

- COORDINATORS

In -addition |o the mformatlan remeval and analysis ser-
vices dascribed above, TAC also provides clients with a
unique, informal informatlon service through its tech-
.. nicat- coordinator at the Jahnsen- Space Center in
. Hnuslon
NASA has greated an active nelwoﬂ( of vataran engi-
neers al each fleld center to supply names and
telephone numbers of individuals currently working in
your problem area. These cocrdinators collect informa-
tion that has not yet been published or added te com-
. puter data bases thereby providing.the very latest
"state-of-the-art” technolegy, .

" This featuré_sets the NASA industrial Applications -

Centars apart from most other Informatlon retrieval ser- -

vices. This vital part of TAC's attempt to help solve your-
. pmblam Is offered at no'extracost.

'N‘ASA COMPﬁ"l‘ER

- PROGRAMS

lee hardware technology, cumpular programs have.-
secohwdary applicability; programs daveloped for ore ..
purpose can often be adapted to another. NASA has’
created. a llbrary ‘of over 3,000 programs with applica-
tions such as structural analysis, enargy management
glectronic cireuit design, fluid systern deslgn, com:
puter graphics, data base maragement, etc. These pro-
grams are avallah!e lor sale at reasonable prices. !

TheTech nologyAppllca!i on Center can help you! ucate
the computer program you need ta make your oparation

T more efﬂclanl

NASA’S TECHNOLOGY

TAC's Appllt‘;atlon Engineers are ready 1o begin work on
your problem now! Cait or wnta today and let us help
you find solutions :

Manager cf Client Ser\nces
Technelogy Application Center
University of New Mexlco
Ajbuquerque, NM 87131

505/277-3822
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organizatibn and directs ‘#11’information details from the '
definition to interpretation and application. ~-TAC 'i% proud-

to have served'sohe'dharﬁér'firms'infdrmation-requirements ERER|
since 1965 and this speaks well for TAC's performance and

its gudlity products: Rates and delivery times are reagonable
The Eneréy’DocumentsWProgram = TAC 'was actively performing
energy infofmaticn retrieval and studies ldng before most -
organizations realized an‘energy crisis iwas:eminent. The
federal govérnment uséd TAC's eriergy information retrievail -
capabilities to develop.statééof—the—art reports and: for -
advanced redearch support in‘areas .such as: ' coal gasification,
gas turbines; geothermal, ‘and photovoltaics. urodayfTAc e
provides quarterly bibliographies “to ‘a national audience in
golar thermal, hydrdgen eﬁergy;-heat1pipe'technqlogy, and -

the remote sensing of natural -resources, including minerals;. : -
petroleum, and geothermal phencomena. - Workshops -have been
conducted “regularly in heat pipés, -coal ‘gasification, hydrogen
gas production, storage and‘distriﬁution; energy'consefvation,
and heat pumps for cooling éndﬁheéting.-

The Remote Sensing Program — The Remote Sensing Program.is -
involved in earth reéourde survey -technoélogy, :with particular
emphasis on-its_application by the industrial ‘and govermmental -
communitiegs. . Activity focusesion-(]): performing feasibility.: -
studies whichievaluate-specific remoteisensing techniques

for ‘fesource inventory; (2) performing resource inventories -

of specific areas under client contract; and {3} organizing.
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Section 2

Information Resources

TAC's Information Resources

We hedr the questions frequently B 1.5

Where and how does TAC get all of 1ts :|.nfor1'n&1t3.r:m'J

what kind of information 15 avallable to TAC°

All of the information used by TAC to answer questlons for
its ¢lients comes from computers._ Numerous computers around the
nation are connected to TAC'S offlce v1a telephone lines and a
computer terminal. Each computer Stores many dlfferent sets of
information, or files, on a given subject whxch can be guickly
accessed through the terminal by us;ng "keywords This process
might be compared to the v1sua1 use of an 1ndex in a textbook.
These keywords can also be comblned to parrow a fleld .of 1nterest
80 that only information pertlnent to. the questlon 1s ‘retrieved.

The information retrieval spec;allsts at TAC are experts In

‘the process of selecting the proper compiter data basés and then

using the most 1og1cal keywords when looklng for answers to cllents

gquestions. T s R . ; %
2 complete list-of all the computer flles avallable to TAC is

included with this artlcle. The files are. organxzed by general

categories such as Englneerlng, BuSLness,VMedlcal, etc. Each

file contains thousands,of! c1tat10n5 to arg cles,_ a ents, PA&Pers,

technical repcrts, and proceedlngs. (Tota' avallable number is

well in excess of 40 million cltatlons)

TAC encourages its clients to read the list-of files available’
so that together we can prevent overlooklng a. source. that might

have some potential. A~ complete explanatlon of: each'f;le ‘and its o

contents is avallable upon request.

656-228 O =~ 81 - 28
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+ U ADIVISION OF THE INSTITUTE FOR APPLIED RESEARCH SERVICES
" UNIVERSITY OF NEW MEXICO

NASA’s Technology Appllcatlon Center

provides

TECHNICAL INFORMATION

.. SERVICES

EXhibit A -

for-

THE PRIVATE SECTOR

Through its Technology UtEIizallon ngram NASA seeks 1o promute wlder usa uf its vasl technoioglcal rascurces.
The TECHNOLQGY APPLICATION CENTER (TAC) is one of seven NASA Industrial Appllcations Centers located
across the country. TAC's geal is te help your company save time and money by tapping the world's largest com-
puterized library of technical Information. By taking advantaga of TAC's services, your ¢company and the nation can
benefi1 through Increased Industria! efficlency and productivity.

TAC’S INFORMATION SERVICES

The Compratensive Study—TAC wlll put one or more
of its Application Engineers to wark an your technical
problem. After consultatlon with your staft, the TAC
Application Engineer will conduct a wide-ranging com-
puterized literature search. He witl review the search
rasults and erder reprints of articles and government
reperts which are potentially relevant to your problem,
Following therough study of these documenis and
telephonse conversations with NASA engineers with ex-
perience in the problem araa, the Application Enginear
wlil prepare a raport. This report will contain the
fiterature search resulis, reprints of relevant docu-
ments, 2 commentary on his analysis of the documents
and his conversations with exparts, and will provide
racommendations for your future action. The price of
aach Comprehensive Stwdy is quoted individually. The
average price s $2000. Delivery is made in six wasks.

The Evaluatad Literatura Search—-This search raport is
a bound bibliography in which a TAG Application
Engineer has reviewed and categorized each citation
retrieved acgording to topic and relevancy. In many
cases, the Application Enginser will supplement the
computer search with a manual search and with alist of
speclallsts working in the problem area.

The price of the Evaluated Literature Snarch s set at
$150 for the first data base searched and $1C0 for each
additiona! data base searched. The average prica is
$459. Delivery is made in three weeks.

The Un 1 S th==The search report
is a computer printout of ¢itatiens resulting from the
TAC Application Englneer's computer litarature search.
The Application Engineer can often supplement the
search raport with a list of specialists working in the
problem area.

The price of tha Unevaluatad Literature Search is set at
$75 for the first data base searched and $50 for each
additional data base searched. The average prica is
$225. Delivery is mada in two weeks.

The Current Awpranass Service—The Gurrent Aware-
ness Service Is a personal, technical update designed
to provide you with monthly or quarterly reports regard-
ing all new articles in your specific field. Our anglneers
program various computers to search thousands of
new citations and to select those which canform to
your customized profiie. The Current Awaraness Ser-
vice Is priced annually at $150 for the first data base and
$75 for each additional data base programmed.

The D t-on-Demand  Servl The D t-
on-Demand Sarvica provides you with documents,
raports, and articles identified through the ssarches.
Many of these publicalicns cannot easily be obtained
from traditiona! library sources; but, on a cost recovery
basls (plus a $3 handling charge per order), we are
happy fo serve as your perscnal agent to reirleve
desired publications quickly.
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THE UNIVERSITY OF NEW MEXICO, L .. BUBLIGATTONS AND PRICP 2IST . PR blations Aemnates and
ABUQUERQUE. NEW UEICO871 © T oerros : . . Epaca AW

HEAT PIPE TECHROLOGY: DIBLIOGRAPHY WITI ‘wﬂgmn ..

Titn bibliogrephic voriss citea and abatrecte the literatuco deveted t6 tha hest pipe, o sfmple device Firec daveloped for HASA'o eccowpass
g¥ogram, which can transpoTt thordal energy with 1ittls drop in LempeTAturé. Iha heat pipe M8 been used matensively on tha Atyeska Pipeline
FroJect dn Alasha to protest the frosen tundra £ron the podsibility of celtlag due to the Migh temperaturd of the crule il buing cranaported

through the pipeline.

The Beat Pipa Bihliographic Series, tha only oné 6f fts kind being published today, ia produced folatly with the Univeraity of W Maxico's
Colinga f Tugiosering Oeat Pips Offica, headed by Dr. K. I. Peldnan, 8 vldely Tecogulied expsrt oo the heat pipe. Zuch quactacly fasue 4s
givided dnto the broad ateas of General Hort. Plpe i Heat Pipa-Theory; Dealgn, Developmant, snd Fahricacisn: aud
Teating ad Operation. Authar and Keyword/Titls indexes ave acluded, 23 well 26 & spacial index covering Pytents: .. .

_Gumulative Tolune (theough 1572)

1980 uarcarly Opéata Service 190,00 - -~ 116,00

MYDROGEN PWERGY: A BIKLIDGRAPAY WITH ABSTRACTSA
Hydtogen 46 a pollucion=fTas basTgy Kasource oe GATTSSE that may he produced ftoa & vacluty of mources und bramomitted over ._.na distancas.
Ite advantagew Ifa in ite safery, Inechauscible supply, clesn qualicites. and amse in transoission, :
" gur Wpdreges Egergy Bibliopraphic Series clten snd abscricts the llteraturs devoted to hydragen &s & myathetfc fusl and eaevgy ‘eareder. Both
donesric and foraign liceraturd are cited and ebotracted into five msfor secrfona: Gemeral; Production; Urilizatjoni Transaieaion, Dispribu-
tlan, dnd Stozage; Safecy: sud Haterdnla, Hnnn_.unn at the end of cach Volume are Auther and Keyword/Tiele {ndexen.’
- DEGSTIC FOREICH

Cutuiutive Volume {thTough

1974 Annual Supplemeit . 22,50 25,00
1975 Quarterly Upduta Service 60,00 70.00
1976 Quarcerly Update Service. 60.00 70,00
1977 Quartsrly Update Servica. 75.00 85,00
1978 Quartarly Dpdate Servica, A5.00 95,00
1579 Quartecly Update Sarvice. . 95,00 105.00

180.00 110.00

1360 Quarterly Update Sarv:

SOLAR THFRKAL FNRRSY UZTLIZATION: A BIBLIOGRAPHY WITE ABSTRACTS*® .

This bibliogrephic series cites and woatraces che Litersture davored to the therzal applicarfon of eolar sergy.. The cumslacive, 1974 seafamayal
euppleneot, and the 1975 &nd 1978 quarterly Updats volusea are divided dnte seven broad cateporiea: Dovalopment; Solas Radiation: Hateriel
Fropertiea; Componenta; $pace Rearing mnd Cooling: Process Hests end Power Generation. These volliks contaln Aukhof, Carporate Sourca, Titla,
and Keyvord dndencs. X A i . S - NE

The gredcly incremaed actlvity in solar research and development in veceat ymars hes required ull to expand, atartipg With the 1577 inmues, the
scope of the previous one-voiume updace into thrua non-overlepping, oou-duplicative voluuest Solar Thermal Fouer GenaTREfon; Solar Thermal
Couponantn; and Solar Tharmal Hemting end Gooling. These volumes ara -R&ﬁa for Auchar and Kepvord/Titlae,

Cumilative VYolume C.mmﬂ through June, L974; two-volume

set) and 370,06
1978 Quarcerly Updata Sarvice, ., 0 e
1976 tusztarly Update Service. 20.60
1977 Quartarly Updace Sorvica e

Valume I B a5.00

Voluee ITt Holur Thermal Compdnants 25,08 '

Voluee IT11 Soler Thermal Heating 85,00
z50.00

Vaolume T;  Salar Thesmal Pover Geperaclo © 100,00
VYolume Ii; Solav Thermal Cooponeats.

Volume IT1: Solar Thermal Meatd 100,00
Conplets Thrac-Volume Set.... 270,00
1378 Quarcorly Update Servica:

Volume I:  Solar Tharmal Power Generacion. 110.00
Volupa IT: Solar Thermal Compoaestde..... 110.00
Volune ITIt Solar Thermol Hoating and Cosling 110,00
Complate ThreeVYolune Sab..oo.o..oa. rrras 270,00 00.60

1960 Quarterly Updste Servica: i
Voluze T: Solar Thermal Pewer Genersticn. 105,00 115.00
Voleze 1X! Solar Thermal Coapoments....... 105.00 115. 04
105.00 115.00
275.00 305,00

Complets Throa-Telume Set.,vrriianniasss
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Secticn 3
Documents and Publications

The Solar .Thermal Bibliography'

One of the most pepelar technical subjects today is the thermal
application of solar energy. The Solar Thermal Bibliographies,
‘qu;ished and updated qguarterly by 'TAC, provide abstracts of

= articles concerning moet of the areas of solar enexgy research.~
and development. i
: TaC's Solar Thermal Blbllography is div1ded into the three
maﬁor volumes of "Power Generation," "Solar Thermal Components,?
and "Heating and Cooling." These volumes contain author,-Eubjth,
.and keyword indexes. '
"Power Generation™ 1nc1udes thermal, wind, and photovoltaic
rbroductlon of electricity, total energy systems, and solar energy
" overviews with national and international perspectives.

. “Components” contains information concerning component develop-

:meht_and production.’ It is not a catalog of preducts available
'to the solar industry. Tt does cover articles pﬁblished on such
subjects as solar collectors and their performance, heat pumps,

.yheat exchangexs, solar ponds, distillation, process heat, and
©opumps .
“Heatlng and Coollng contains abstracts on de51gn, construction,

- and maintenance considerations for solar heating and cooling. It
lists natlonal demonstration projects, individual design processes,

- and computer evaluations. This volume also includes special

categories for the ever expanding field of pa551ve solar energy
< systems. i
‘Anyone 1nterested in this excellent serles of blbllographies
: may call dr write for prlces and addltlonal details:

Taechnology Application Center
Doctments and Publications Section
University of New Mexico
-Albuquerque, NM 87131

(505) 277-3622
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Section -4:7.

Small Business Activities- and Subsq:ibe:sggpgﬁits_

 TECHNOLOGY APPLICATION CENTER ' :
UNIVERSITY CF NEW MEXICO 2 2500 CENTRAL AVENUE SE R
ALBUQUERQUE NEW MEXICO 87131 al TELEPHONE [505] 277 3622

Tﬁé Tecﬁn61dg§’Appiitatioh'Céﬁter (TACf:éfsthé'-"
University of New Mexico is pleased to introduce its
Business Information Assistance‘Service (BIAS).

. BIAS is an. 1nf0rmat1on retr1eva] serv1ce offered by
. TAC {o support any organiZation which fits the SEA .. 7
~definition of a.small business. - (TAC's capabilities .- . .-
are described in greater detajl in the attached e i
brochure. }

.The benefits to be gained from BIAS are as varied as’
‘the interésts of-small’ businesses. Many users choose
to apply the information to improve products and
services in order to be more competitive. :
it to deve]op new products and serv1ces

: TAC will prov1de one. "Uneva]uated L1t°rature Search"
(see brochure~-average prlce $225.00) at: no- harge

‘through its'BIAS program. - ‘The client may also L
purchase additionai serv1ces, if desired, at the same
rate as other TAC industrial” users ’

If interested, simpiy fi11 in the attached card and
return it to TAC. You may also call or drop by TAC
at 2500 Central SE in Albuguerqué, New HMexico.
(telephone: 277-3622)
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Exhibit G

case 1." Plumbing and Heating Firm, Farmington
' Subject--Boiler Flushing and Maintenance .
Information provided by TAC showed client how to improve b011er
cleaning: procedures and- technlques. Both cleaning time and’
fregquency ©f-maintenante were reduced. First year savings in
labor cost was $1,000. . Lo T

Case 2" Construction Comgang, Albuguergue o : .
' Subject—-Installatlon of Rebar in Hollow cOre Masonry Walls
Informatien. provided by TAC ‘was, 1mplemented through several

architectural firms.and the construction . firm; Construction. ' ..
cost savings was several thousand dollars. ek Cnie

Case 3. ‘Home Finance Company , Roswell

Subject~-Information" on Resmdentlal constructlon Coats

As a result of 1nfe;matlon prov1ded by TAC, the finance company
was able to reduce appralsal costs by anywhere from $35 to $60
per residence. :

Case 4. Individual Entrepreneur, Roswell,

Subject-~Hydroponie Greenhouse Technolo

Ind1v1dual was interested in establishing a small scale commerclal
greenhouse operation as an addition to exlstlng business activities.
Using TAC information, He~built: & hydroponlc greenhouse fa0111ty
which grossed $8,000 in the first' year. of operatlon.

Ccage 5. Furniture-Restoratlon Company,-Demlng

Subject--Fast Stripping ofiFurhiture

Utilizing TAC-supplied information, this. company”grossed $5 000
the first year on the str;pplng Process alone.;

Case 6. Electronics Company, Albuguerque
SUbject-—Meta.l Oxide Semiconductors 77

This is the largest identified TAC benefit in New Mexico. (Oux
largest overall benefit was a.$100 million-savings on the Alyeska.
pipeline). The.company,. worklng .qnder contract to. Kirtland ALY - .
Base Used TAC information in two instances relating to their project.
The manager of the company's Electronic Systems Department estimated
the dollar benefit at more than $250,000. ;

§6-228 0 - 81 - 29
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Exhibit @ . .

case 1. * Plimbing and Heatihg Fifm, Farmingtom = o & o "o i [0 an
Subject—-Boiler Flushing and Malntenance ﬁ. >

Information provided by TAC showed client how ] improve bo;ler o

cleaning procedures and technlques. Both cleanlng time and

frequency of maintenance were reduced:. First year savings in
labor cost was $1,000.

‘Case 2. Construction Company, Albudquergue )
Subject--Installation of Rebar in Hollow Core Masonry Walls

Information provided by TAC was implemented through several
architectural firms and the construction firm. Construction
cost savings was several th0qsand dollars,

Case 3. Home Finance Company, Roswell

Subject——Informatlon on Residential ConstruCtlon Costs

Ag a result of information provided by TAC, the finance company
was able to reduce appraisal costs by anywhere from 535 to- 560
per residence. - . . .

Case 4. Individﬁéi'Entfeﬁfeﬁeut;ﬁkoéwefi

' Subject——Hydroponlc Greenhouse Technology

Individual was 1nterested 1n establlsh1ng a small scale commerclal
greenhouse operation as ‘an addition to existing business dctivities.
Using TAC information,” he built a hydroponic greenhouse fac111ty
vwhich grossed $8,000 in the first year of-operation.

Case 5. Furniture Restoration Company, Deming

Sub}ect——Fast Strlpplng of Furn;ture

Utilizing TAC—supplled 1nformat10n, thxs company grossed $5 oau
the first year on the stripping process alone.

Case 6. Eleotronics COmpany,‘Albuquerque
Subject~~Metal Oxide semiconductors

This is the largest identified TAC benefit in New Mexlco. {Our
largest overall benefit was a $100:millicn’savings'on the- Alyeska
- pipeline}. The company, worklng under .contract to Kirtland Air
Base Used TAC information 1n two instances relating to their ‘project.
The manager of the company's. Electronic Systems Department estimated
the dollar benefit at more than $250 0qo. .




Mr. Livgan. Would you have the answer £6 a question, such as T have
got sufficient waste materials on my farm to be able to supply a small-
- gasohol plant or aleohol fuels plant. Can you tell me, based on ‘the’
material that I have, which is the best plant given this amount of ma-
‘terial, how much alcohol could I'gét from it and ‘who builds’ that
plant ? 7 Could you solve that problem for me if T came to you? ~ °*

Dr. Morain. Your-use of ‘the word “solve” is difficult.for tme. -

‘Mr. Lusan. I want you to tell me where to go.to buy the plant, too:-

- Dr. Morain. We would be more than happy:to work on that problem -
if you were to bring it to us, yes. The way we would normally operata -
is to:retrieve all of the available information and then retain the serv-
ices of expertsiin: that ares who would: then prepare a document for:
you: with recommendations: We-are advised by: NASA ‘that we arée”
not inthe business to solve problems: We are in'the businéss'to supply-
information and make recommendations. We don’t like to solve prob-
lems. in that sense because We don’t Want to be in competltlon Wlth the
. private sector::. B L

Mr. - Lusan.. How . ma,ny techmcal centers are there across tha' :
cmmtry2 . A ST

Dr. Morain: There aveseven: today sir..

Mr. Lusan.So it could be. fegional? - : :

Dr. Morain. It.is now tegionalized.: = - : =

J-might.draw your attention. to: eXhlblt Gr Whmh i the loose pagei.
unbound.in your: document, because the one that is bound in: your docu-
ment:has an error in it. This simply lists 11 cases for small business:
activities in the State of New:Mexico. The. university cost-shares:the .
contract' with NASA. The money that the. university. cost:shares; we"
have set this aside as a:business assistance program in New Mexico
so.that small businesses can come-to our facility and ask a question, a
technical questlon which we. will then search and supply 1nforma- '
tion on.. ‘ :

Mr. LUJAN HOW much dld it cost in. case No 1 to get the mforma,-.,
tion from you.so he could save $1,000% .. = - ..
Dr, Morazx. Well, the cost, Whlch we don’t pass onto the chent it is.
.:a free service for small business enterprlses i New. Mexmo 2

‘Mr, Liusaw. That is the best kind. 2

Dr: MoRAIN. You bet.. We hope, of course, tha.t ha,vmg sampled our .
produets and.services that the firm will come back on & paying basis .
because we would like to be able to service as:many small businesses -
in the State as we can. We also utilize on oceasion people from SCORE: -
in the SBA offices. To answer your questmn I thmk the current prlce :
hags.an equivalent value of about $225 e

Mr LUJAN Thank you..

STATEMENT OF LARRY KEHOE ENERGY AND MINERALS
' DEPARTMENT STATE.OF NEW MEXICO

Mr Kraor. I Would like to thank thxs commlttee for the oppor-_ :
tunity to be here. I have submitted. test1mony, which I hope will be ..
part of this record.. . E

Mr. Lroyp. Tt will be accepted mto the record w1thout ob]ectmn

Mr. Kenoe. I T could, Mr. Cha.lrma,n, T would like to make several. .
comments about five spemﬁc pomts dealing with the problems the




432

s e . - EXHIBIT H

““Paths explored by ferw may have greater rewesdy - . ing lcgal questions, reducmg labor costs, asammg :
high pounded By thousands”™ - . - investment. decisions, solving design preblems, in: -
L L w :mumg eﬂiuency. or Just .piain sumuiaung .
The success of 6Ur programs can best be measured” " thought. B . .
by subsctiber attitudes towards pur products, and . N n
that in turn, by the dollars or time we save them,  Qur subscriberz havc expressed :heir reactions far, |
We therefore have a major on-going activity to " " better thag we ‘could, so we imposed mildly- ori
track the fate of information supplied-fo. our. ! their generosity and requested permission to quote
subscribers. Since we deal with all sectors of  some of them, We hope you tnjoy reading the
private, corporate and govenmental saciety, we - following” exccrpr,s as much a3 we en_jny:d and
find that the ultimate yses of our information are. . apprecwted mecuvmg r.hem

equally diverse . . . starting new businesses, resoly-":

ﬂmﬂxﬁﬂm TACff Remnlz Sensing hugmm !mmdn 4'936—
i " aeriad phois of narthesst Albuqu:rq’m. Skillfilly using chir phate
= cand g 1974 photo of the same area’ TAC provided realtor Dave M
PR Rru with . eoidemce used lo _setile, oul-of-courl,. a_ litigation -
mlmgmpny ‘within the pictured area, M. Rice comments:

Cater Frovidad adr Lo
secicouly balies St wdstcuc helr srvios; 70 mascabia sl ©

"':m:immm-ymmm -:u:zm—:-m
wmwmmmmnumnuum

" Rosmlt ﬁ-m:rlbwmmnm Cfgvldll Sldlm_g: nowr pmnhm .
" tomnatoes )eanrownd Sa,u Mr Si %

v- were-intorested in eanb:l.!.:hias D AN

Beaing, c e ‘s cormarieal BNSD nouas for grof
sns-su-ﬂns - hydroponic tooatoes. .y brof hu--:.n-le\r i

and I vere -euklns information on thla
aubject. Tair office furnfahed uy with

e wish to oxprasn our appFecimtion Sf your Fiha me information.

swpvicon, Yoy lurnl-h-dpli’rrnrmuun kn yegord : he Lnf fon we were sb’
10 Furniture Stl'ippl.n‘ which wa wasd to gulde us ta ,ﬁ:{;‘_‘ o f«,m o e Y Tont
lnto 4 paw busines. meanhouse. We Will groxs approximately
t&.m thia firdt year of operation,

. Sincerely,
BSincersly yours, . L/ _‘—-,:- j“'
m.-,v!on Stallings .
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. Sandia is doing some good.things in that area..They have those
sorts of seminars and .classes to help them do those sorts of things.
‘Weneed to do it at the Statedevel. - . .7 0 - Co
- One. example, though, I think, was that.we last year gave out
$200,000 for grants in. geothermal.. BDM, I think, competed and won
‘one of those grants. It took us to this month to get that proposal
through DOE. A little State money, with BDM’s expertise, it went to
.the feds, but by the time DOE finally got us their portion of the mateh,
it took us close to a year. That process-somehow has to be cut. We have
to cut down on that process. C Coadm e v linke g
The third point 1s-how do we assist. the small businessman. Again,
here in New pM_exico, their competition is not' so. much the big firms,
it is the universities.. We need to put the small firm on the same foot-
ing with universities. and large:corporations. I think we as a.State
should help the small businesses. Unfortunately when you are dealin
‘with national issues, it-is not quite that easy because we .as a:smal

‘State, a little. over a million people, we can develop p oces_ses"%_ IQt

easier than we-can develop things that are national in scopes. " - 7 -

The, forrth point, is how to get this information out to.the.average
consumer. If we can get it out to the average consumer, we can talk
‘about the benefits of doing something. He can see.the tangible benefits
as far ag dollar amounts and-.costs to him: Once you get that informa-
tion out.to him; be it a farmer or & gasohdl.plant or: a .consumer
looking at the advantages of a solar heating system for his house, you
.create the demand, you create the market. Someone has to have some
credibility to go out there and say thisis what you can.gain. Without
that credibility, the average citizen is going to .be:fearful. Govern-
ment may not have that much-credibility, but it has more than a sales-
man off the streets. I-think that is a role that.Government can play.

The fifth thing that I just want to mention is consumer confidence.
Ii ties into this question of education and information. In 1977 we sat
down and when we were working on our solar institute one of the
things we put into that solar institute here in New Mexico was the
necessity for developing standards to protect the consumer. What hap-
pens if New Mexico sits down and develops a set of standards for
_ solar equipment without regard to what is going on in California or
Florida or New Jersey or any place else, it is going to be very hard
‘to make those standards stick, We will put small firms working in
this State or selling products in this State at a disadvantage. We need
some uniform standards that are applicable nationwide. We cannot do
it as a State. We need someone else to take the lead. :

Many of the comments I am talking about are similar to what we
are talking about, gasohol, solar, geothermal, across-the-board. The
idea that was mentioned of the clearinghouse 1s a good one. It would
have to be national in scope, it would have to be addressed to the par-
ticular issue we are talking about. A farmer is not going to feel
comfortable going into, say, the SBA office and getting information.
He is more familiar with dealing with the Cooperative Extension
Service, Farmers Home, Production Credit Bank, those sorts of things
that he knows about, is aware of, is familiar with them. Small busi-
Iaessmein could use SBA. Those things have to be geared toward the
clientele, - L : e . :
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Section 5

Budget and Finance: " -

- BXHIBIT I

Source of Total Operating Funds - Sourcé ot Project Funds
eoa219) S U (8149,454) -

- _ Staje Agencies
$104,531
(70%) .

Fedéral Agencies’
844,923 o
8%

. (8548,215)

1 Gonsuitants
$47,269
{8%)

Tetal Salaries
$230,733
#2%)
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Mr. Lioyp. Mr. Lujan?

Mr. Losaw. I don’t mean to be asking ‘all the question, but since
T am familiar with the program, were you here when we had the gaso-
hol panel? _

Dr. Mora1n. No, I wasnot. ‘ '

Mr. Luyan. One of the problems when talking about the Technical
Applications: Center at that time, is the availability of information
on gasohol plants and the various products they may have to turn
into gasohol. Since that is not a NASA function now, I'would imagine
it is not in your warehouse of knowledge. Could that be on what kind
of problems wotld we havé in your becoming or expanding yourself
for Department of Energy dissemination types of programs?

Dr. ‘Moramn: As a matter of fact, you have anticipated very nicely
one of the doenments in the prepared material. We discovered that
we cannot opérate as an undercapitalized small business within a uni-
versity environment because we do.have-to .charge a fee for our
products and services ini‘order'to stay in there. We are not-for-profit,
but we certainly are not-for-loss either. C e e -

In order for us to survive'in this environment, we discovered some
years ago that we had to expand beyond the initial NASA data base.
In fact, I think you could say one of the best technology transfers
that NASA has been able to effect has been the business of informa-
tion retrieval. A number of commercial firms are now into that busi-
ness and many of them got their start with the NASA data base, or
working on the NASA data base. _

One of the exhibits in the handout ig, in fact, a rather awesome list
of all of the data bases that we are now accessing and those data
bases, for your information, sir, are in exhibit C. Unfortunately I
have not paginated the document, but exhibit C lists for you well over
100 sources.of information. Those range from the technical through
biological, -socio-economie, and we do, in fact, retrieve information
from the Department of Energy data base.

Mr. Lusan. Selected pieces of information or just general publica-
tions or what?% *

Dr.-Morain. Selected information. We. operate, we are perhaps a
little confusing, but we operate in both an active and a passive way.
We are primarily thére to-respond to users who have a technical
question. We'don’t necessarily go out and try and find, although we
do market in ' very real market sense, we generally are marketing
pieces of techinology that we have already determined have a broad
appeal, such-as solar. In faet; we produce a solar bibliography on a
quarterly basis."One of the previous witnesses has suggested that we
do more of that kind of activity. That is our active program.  ~

The more important piece of the-action, really, is the passive role
that we play. People come into the dffice or write to us or call us and
say, hey, I have got a problem. I had a fellow the other day who has
got a problem in Tucson. He needs to extrude 500 feet of hosing
without any seams or connections and nobody has ever extruded 500
feet of anything apparently. The question 1s how do we go about
solving that problem.

So we do both the selected, the very selected, and also the more
general. :



STEPPING : UP~THE “DEVELOPMENT OF SYMTHETIC FUELS WILL- - v
‘MOT PROVIDE THE-ANSWER. : NEW MEXICDfAHD'THE«REST OF: : .,
THE NATION-MUST. HAVE.THE FLEXIBILITY OF A BROAD. - . .
RANGE : OF “EMERGY.- CHOICES:~ :FOR- THIS REASON, TODAY' s RETET
cmmmmmwmwmmmmwwwwwm,_
THE FUTURE, - AND, ‘I HEW.MEYICO, ME:ARE PROCEEDIMG: ,. . -
WITH A PROGRAM,OUIR-RESEARCH: AND: DEVELOPMENT PRUGRAM'
VHICH.HELPS. PROMOTE BOTH IMNQVATION-AMD TECHNOLOGY -
TRAYSFER TO' ACHIEVE THIS GOAL. ./« wr o
AS.OME. STUDY -0} TECHHOLOGY TRﬂHSFFR APTLV o
STATED, “RESEARCH -AMD. DEVELOPMFNT: I1S-PART-OF-THE .
BOOMIMG -“KNOMLEDGE IMDUSTRY* THAT IS PECOMIMNG A MAJOR .
FORCE I3 AMERICAM EMNTERPRISE. IT IS-AM INDUSTRY . ..
WMFEMOHHWEMENOWHTO%MWH%FWITW;
PROVIDING: KMOWLEDGE “I3 ENERGY. R 2-D-SO THAT -PRIVATE
INDUSTRY AND THE PUBLIC: CAM BEMEFIT -FROM IT. IS MHAT - .-
OUR R & D PROGRAM DOES, _ T T
SINCE 1974, THE NEW: Mtxxco QTATE LEGISLATURE PAQ i
ALLOCATED ALMOST ¢1€ MILLIOM FOR THIS.R 2 D PROGRAM, .
AND, A PRIMARY. PL'RPOSE NF THE PROGRAM IS TO.TRANSFER -
ENERGY-RELATED TECHNOLOGY DEVELOPED WITH PIBLIC FUNDS - -,
INTO PRODUCTION BY PRIVATE.IMDUSTRY FOR PUBLIC BENEFIT.
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State government faces. I think in many eases they are fairly similar
and typical to what the Federal. Government is faemg w1th this prob-
lem of energy technology transfer, .-

In sitting through this mornlnge hear1ngs it- was: very mterestmg )

to léeeir about. some of the things that were telked about that were
neede

In my vvntten test1mony, I mentloned that New Mexmo has ‘an’

R. &D. program at'the State level. This program has spent:$16.million

since-its inception, which, :Eor a State the size of New Mex1eo, 18 fen-ly

substantial.

“We haye. sola,r- tax ered1ts in New Mex1co We heve solar rlghts*
legislation.. We _have a solar, loan program.: For the: first- time; - this :

State.has decided to get into the solarloan. program, We.are: going:,
to be putting.out.5 percent mone‘y, Wh1cll in thlS day and age 18 a,mazmg"

for solarretrofits..: i

‘We have a. Petroleum Recovery Inst1tute in New Mex1co deahng-

with how to get more 0il out of the ground. We are attempting to

start up a. coal lab in: New Mexico. 'We have three energy research
centers in New Mexico dealing with conservation all the way through
to nuclear power. We have got one solar energy institute that this year
has an additional $100,000 in its budget for atotal of $600,000. We
have got Lee’s Solar Development Corp:ywhich was just. talked about
in:the previous panel. We:are- doing: things in geothermal. Last year

we spent $200,000-in R. & D money on'geothermal research. This year:

we have an additional $600,000 for geothermal demonstration proj jects
in-New Mexico. There-are a 1ot of thmgs gomg on in th1s State but-‘

we haven’t solved the problems: ° o

The five problems: that I would like to: d1eouss ‘4re sm:uler to those=-

that-the:Federal: Government is facing: The first one is'that in mafy -

cases the State - governments don’t know what problems: are being

faced by small business firms in the State. They don’t know what type -

of information is needed. T think it-is basically a situation of lack of

communication, not so much from:thé standpoint of what those firms

can do for this ‘State, but how can the State help- them’ in thé promo-
tion of their products, how can we help them in the promotion-of the
research that is necessary for the development of ‘their products?
These companies paytaxes to New Mexico. Some of the funds that we

spend in R: & D. should be coming back to those firms. Somehow ‘the

State has to .get better communieations going ‘with small lngfh (ﬁach"*
’_’,-t en-r“

firms and. low-tech firms to help: them in- the development
products for the benefit of our citizens. -

In New Mexico the problem we have vnth thls $16 m1lhon thet we

have spent so far in R. & D. is that our whole process'is geared toward
universities, That situation tends to keep out the small firms. They
can’t eompete with ‘the: umversmy ‘A uhiversity professor that, ‘sits
down to write a proposal that is goirng té be‘judged by'a peer group of
professors, knows what to put down and knows how to put it down.
The average small businessman does not; he puts down thmgs that

are important to him as a* businessman. What we need to do"at the
State level, and I think the Federal Giovernment has to do'this o0, is to

address. the p‘roblem‘ “I—Iow do we' meke the smell busmessma.n able to
compete P e
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TESTING; DEVELOPMENT OF: STANDARDS. . IN OTHER WORDS:® - =
THESE INSTITUTIONS CAN TURN THE KMNOWLEDGE GAINED FROM.: .
AY R & D-PROJECT,INTO TERMS: RELEVANT TO A-MEED FOR: = = =i,
'THE TECH'/OLOGY DEVELOPED AND ITS PRODUCTION CAPABILITY.: . .
FROM THIS POINT, MEY ADVAMCES CA' PE RECOGNIZED; MEW. - |
TECHNOLOGIES DEVELOPED, : AND, THESE INSTITUTES .IHTERACT.
WITH HUNDREDS OF COMPAMIES.EACH YEAR -THROUGH EITHER .
[NVOLVING THEM DIRECTLY 1M A:PROJECT OR MAKING ALL THE
" INFORMATION PERTAINING-TO A PROJECT AVAILABLE TO-
INDUSTRY: AS: AVAILABLE KNOWLEDGE: UPOY WHICH-TO. DFVELDP
MORE KMOWLEDGE AMD: IDEAS. o . -0 oo s oy
I* ADDITION: TQ. THE ABOVE VEITIO%ED ”ORK OF ZTHE
R & D PROGRAM, -AND: ALTHOUGH STATE LAW: PRESENTLY -

PRECLUDES ANYONE BUT I'ISTITUTIONS OF HIGHER EDUGATION «~

OR M0Y-PROFIT RESEARCH EMNTITIES FROM- SUBMITTING: - -

APPLICATIONS FOR FUNDING-A MUMBER OF SMALL, HIGH: .
~ TECHNOLOGY FIRMS HAVE.BEEN:FUNDED FOR SUBCOMTRACTUAL -
WORK ON MORE THAY 50 PROJECTS. 1™ ADDITION, THFRE- IS
A POSSIBILITY THAT THE LEGISLATURE MAY. COMSIDER -, . .. .-
OPENING THE PROGRAM UP MEXT YEAR T0 PRIVATE FIRMS AC = .
WELL AS TO. UNIVERSITIES' AND: ON-PROFIT.GROUPS: FURTHER--

MORE, WHILE DIRECT FUMDING IS MOT AVAILAPLE FIRMS: . -



- "Here in this State, and 'we were looking at it just this week, how do
you address the question -of ga.sohol‘,' how:de you put a centralized
clearinghouse together? We found out that no one department can
‘do it. Our agency can’t do it because’ we don’t have the technical
expertise to deal with such*things as agricultural -production. We
‘don’t have the background in financing that is necessary. How do you
‘put the proposal together with the éntrepeneur? It is very clear what
we néed to do. We need to put. a combination -of people together on
-a short-term basis to ‘get some of these answers and then build it into -
an existing system. o ST T
" One final example:of how not-to do it*is-how the Federal Govern-
ment has set up the Energy Extension Service. There there was a
perceived need that information was important to the'.consumer.
Rightly so, but you just can’t goout and set up a mechanism to give
‘information out. Somebody can’t go out on the street and:hand out
‘pamphlets, ‘You have to go back four:steps and find out where he
3§ going to get that-information. It is going to be important to tie
in the information producers here in New Mexico, Sandia, Los Alamos,
‘TAC; others. You have to bring those people that produce informa-
tion, that have information, into the distribution system. Youjust
ccan’t hire :people to go out and hand out pamphlets. That is not
going to get it. We have to rethink that all the way back to the R. &D.
portion of it, be it high tech or low tech, but build that into a system
that feeds:ultimately to thé.consumer and:just not say, well, OK,
“we’ need ‘somebody to hand out paniphlets or to sit there and man
the phone because that won’t do it. You need the whole thing-all
the way backto Ro&D, -0 = oo et
“Mr,Chairman, I thank you, I didn’t mean to go on. _
. [The prepared statement of Mr. Kehoe follows:]. -




1A EFFORT TO ASQIST THE STATE s OIL AT
PRODUCERS, THE LEGISLATURE HAS ESTARLISMED THE .
PETROLEUM RECOVERY RESEARCH CENTER AT “EW MEXICO
PUSTITUTE FOR TECHYOLOGY. THE CENTER, IN CDORDINA-
TI04 WITH THE ENERGY A'D MIWER&LS DEPART”'MT, s
HELPED A NUMBER OF NEW MEXICO PRODUCERS, PRIMARILY o
N%%WHF,HR%MDWEWMEDML%WWW S

WECEﬂmfmsAF&LWWEPMFBMQML§MF f"
AVAILABLE TO ASSIST ANY FIRM REGARD ne rNrAﬂCED OIL
RECOVERY Iw JEW MEXICO i

IN AY EFFORT TO ASSIST CITIZENMS: AMD. BUSIMESSES @ .
INTERESTED: IN:SOLAR, HIND, :AMD BIOMASS, THE LEGISLATURE
HAS PROVIDED. THE- MECESSARY..FUNDIMNG. FOR:-THE MEW MEXICO

i SOLAR EMERGY: INSTITUTE AT :MNEW-MEXICO:STATE  UMIVERSITY, "

THE IMSTITUTE,: IM:COORDINATION WITH®THE EMERGY: AMD

. MIMERALS DEPARTMENT, HAS;IHTERACTED-HITH MORE THAN 2000 -

HIGH TECHNOLOGY :FIRMS -SINCE IT WAS CREATED-IN 1077, = = .
WORKIMG RELATIONSHIPS HAVEREEM:ESTABLISHED WETH MAMY . i

OF THESE:COMPANIFS, AT HOBBS, “EY MEYICO, FORUIMSTAMCE;
THO SUCH-FIRMS ARE INVOLVED:IN A HIGH TEMPERATURE™ :i":

PROCESS STEAM APPLICATION AT THE SOUTHERM UHTOW
REFINING COMPANY.

66-228 0 - 81 - 30
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MR, CHAIRMAY, SRTINS
IMWTOWMKWEM%E%E%EMDEWWWW_

SUBCOMMITTEE 0N IMVESTIGATIOMS AND OVERSIGHT FOR
INVITING ME TO TESTIFY ON BEMALF OF THE STATE OF NEW
* MEXICO ON THE IMPORTANT ISSUE OF STATE INITIATIVES I
PROMOTING INYOVATION AMD TECHNOLOGY TRANSFER TO SMALL,
RIGH TECHNOLOGY FIRMS. THE SURCOMMITTEE’S IMTEREST

1M THE PROSPECTS AND PROBLEMS ‘I THIS' AREA IS CERTAINLY
WORTHYHILE BECAUSE OF THE GREAT IMPORTANCE OF SUCH
FIRMS TO PRODUCTIVITY AMD THE ATIONAL ECOHOMIC AND
ENERGY SITUATIONS, — » .- .

TECHNOLOGY 1S AT THE CORE OF OUR IMTERACTIOMQ

WITH OUR ENVIROMMENT,:PERSOMS AND FIRMS DEALING IN
INNOVATION AND TECHYOLOGY ARE DEALTNG IN THE “PRORLEP-.
SOLVING™ OF THIS IMTERACTION: AMD, THERE TS PROBABLY
NO AREA OF GREATER MNATIONAL IMPACT TODAY, VHICH,
DESPERATELY NEEDS PROBLEM-SOLVING THROUGY T*MOVATION
AMD EXCHANGE OF IDEAS AMD TECHOLOGY THAM THE FIELD

I WHICH I WORK -- THAT IS, ENERGY. OUR DEPEMDEMCE
UPOM FORETGN AYD HOM-RENEWABLE RESOURCES MAS WRECKED
HAVOC UPOY DUR MATIONS'S ECONOMY AS WELL AS THE SUPPLIES
OF EMERGY AVAILABLE TO MEET OUR DEMAUDS. TIE SOLUTIOY
TO THESE ILLS WILL 'lOT BE SIMPLE AND, FOR EYAMPLE, JUST
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WITH THE NEED AND TMCFNTIVES: FOR PR@MﬂTIWG AﬂnITIﬂﬂAL
~ INMOVATION AND TECHAOLOGY TRAVSFER - WOULD BE OF ) -
GREAT BENEFIT TO WEW MEXICO ' ’ S

- AS; MR- LEE ALHORN TESTIFIED EARLIFR:THIS:: -
MORNING,:NEW:MEXJCO-HAS;QUITE AN EFFIRT;UNDERWAY-=-
THROUGH. THE. RECENTLY-FORMED MEW MEXICO SOLAR-EMERGY - ‘
I"DUSTRY:DEVELOPMENT CORPCRATION'TO PROMOTE .IMNMOVA-. . -
TI0Y AMD TECHNOLOGY.TRAMSFER FOR FIRMSIM THE -AREA OF -
SOLAREMERGY, 1M ADDITION TO: THE::EFFORTS MADE THROUGH:: -
THE CORPORATION, OTHER AVEMUES ARE AVAILABLE, A

NEW MEXICO MILL-BE: ESTARLISHING A STATE SOLAR

OFFICE I COMJUNCTION WITH WESTSUM; THE. MESTERN SOLAR - -
UTILIZATION YETUORK, THE REGIONAL SOLAR OFFITE FOR:™ i
THIS AREA.~~IN ‘ADDITION TO.SERVICES SUCH AS/WORKSHOPS

AND TRAINING ANDEDUCATIOM, THE: MAJOR, FOCUS OF ‘THIS
OFFICE WILL BE OM THE -PROMOTION:OF SOLAR EMERGY.
UTILIZATIOM PRACTICES, THE COMMERCIALIZATION OF SOLAR
ENERGY .TECHNTQUES AND SUPPORT:OF PROGRAMS DESIGMED TO- -
COMMERCIALIZE MARKET-READY SOLAR AMD OTHER REMEMABLE -1+ -
TECHMOLOGIES. SMALL, HIGH TECEMOLOGY -FIRMS. CAM. ..o @ )
CERTAINLY BEMEFIT FROM THE WORK WE ACCOMPLISE THRO!UGE
THIS PRDGRAM .
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MUCH OF ‘THE WORK IS:DOME BY OUR FOUR ENERGY INSTITUTES -
WHICH- ARE DIVIDED (P T0'COVER THE NOM-REMEWARLE AND =
RENEWABLE ENERGY RESOURCES. 'THE TECHMIAUES BEING -
IMPLEMENTED - INCLUDE - THE WORKING KNOWLEDGE. OF COMNERCIAL- 3
IZATION' PROCESSES, “FACTORS;  BARRIERS "AND MECHAMISMS; ™ .~
IDENTIFICATION ‘0F SYNERGISTIC PROGRAM DEVELOPMENTS;
IDEATIFICATION/ GF NEW EMERGY-RELATED CONCEPTS; AMD'

THE IDENTIFICATION OF STATE- ACTIOMS OR INCENTIVES THAT
MAY BE REQUIRED FOR THE ACCEPTAMCE OF A MEW ‘TECHNOLOGY.
THE RANGE OF ‘PROJECTS UMDERTAKEM-'SO FAR'IS VAST -=~

FROM, FOR EXAMPLE, A PROJECT ON TESIGN AND CONSTRUCTION
OF A PROTOTYPE SULFUR MONITORING SYSTEM TO A PROJECT
0M DEVELOPMEMT OF ‘A LOM- COST, wou TRACRIMG {iEAT PIPE L
COMCENTRATING ‘COLLECTOR. = : i

SINCE- TECHNOLOGICAE: PROGRESS AND. EVEN I%HOVATIOMV i

NEPEND NY THE ACCUMUCATION ‘OF “ADVAMCES [IN THE #8TATE. 77
OF THE ACT" AND CAN BE MOTIVATED BY THE AVAILABILITY & =¥
OF CURRENT ‘TECHNOLOGY, ‘THE “SPIM-OFF*: RENEFITS FROM
QUR R & D-PROGRAM-FOR FIRMS ARE GREAT. THE .INSTITUTIONS
WE DEAL WITH THROUGH THIS PROGRAM, MAINLY OUR ENERGY -
INSTITUTES, MOT ONLY COYDUCT WORKSHOPS, COMFEREMCES AMD
UTILIZE OTHER ‘MEAMS OF DISSEMINATING THE KNOWLEDGE liPoY
WHICH FIRMS CAM FEED 0M BUT ALSO DO MARKET RESEARCH,
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THROUGP TPIS DFPARTNE’IT’Q FCOﬂO”IC HEVELOP—
MENT DIVIQIDW, DIRECT COWTACT IS EFIWG MADr ”IT“ HIgh
TECHNOLOGY FIRMS TO ATTRACT THEM TO TiIS STATE. ALL' }
AVENUES OF FLWDI“G AQQISTB“CF ARF IWVESTIGATED FDP : ff
PERSONS AHD OR FIRMS UITP IHMOVPTTVF IDEAS BY TFIS 7 |
DIVISION, Iﬂ QBBTTIOﬂ, TPF FCOWOHIC DEVELUPHFWT |
DIVISIOY “AKFS EVFPY EFFDRT TO HELP SUCF FIRMS _
UTILIZE TFF QT’!TE'Q FNPLDYFF TRﬁIWI“G ppOGD’\Nl S
NOTED AS OME OF TFE BFST TRAINI“G DROGRANQ b “E” 3
MEXICO. ACTUALLY, OWE COULD TPIW oF T”IQ PROGRAM A° ER
A FORM OF "TFCHMOLOGY TRAWQFER t PECALCF WEW MEXICO -
DOES MOT HAVE A“LARGE POOL OF' LABORERS TRAIIED LA (0
TECHMOLOGY ARFAS, THE STATE IS MILLING T SHARE [V
THE COSTS OF TRAINING RESIDENTS FOR FIRMS MEEDIYG
PERSONS WITH TECHYOLOGICAL OR OTHER EXPERTISE,

1Y/ ADDITION TO ASSISTING FIRMS WITH THE TRAINIMG
PROGRAM, THE COMMERCE AMD IMDUSTRY DEPARTMEMT MAKES
EVERY EFFORT TO ENCOURAGE AND PROMOTE IMNOVATIOM,
ALTHOUGH THE DEPARTMEMT DOES MOT HAVE A FULL-TIME STAFF
ASSIGNED TO MARKET RESEARCY, TEE STAFF OF TRIS AGENCY
WILL MAKE EVERY PEASCMABLE EFFOPT T0 DO SOME PRELIMIMIARY
MARKET RESEARCH FOR SMALL FIRMS WHICH DESIQF T0 INPLF"'”T
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g ADDITIDH, THE INSTITUTE HAS TARGETED -

* SPECIFIC GROUPS SUCH AS QRCHITECTS, RFALTORS AMD

OTHER FIRMS OFFFRIHG THEM PROFRAMS I8l EDUCATI@M, o
- ﬂFORNATIOM Aﬂn TRAIMIHG . )

I AN EFFORT TO STUDY THE FEASIBILITY OF o
ATTRACTING URANTUM PROCESSING FACILITIES TO HEW MEXICO,
mwwwmmmmmmwwmmmwmm‘
©OF “EW MEXICO INITIATED A PRﬂJECT THO YEARS AGO 0
EVALUATE THIS' SUBJECT. THE FINAL REPORT IS ‘oW W
" THE FIMAL STAGES OF PREPARATION AMD COMCLUMED THAT
OPPORTUMITIES EXIST FOR NEW MEXICO™TO DETAIH RATILH
PROCESSING FACILITIES.:

- IF THE STATE DECIDES TO PURSUE THESE OPPOR-
TUMITIES A¥D IS SUCCESSFUL, 1T COULD HAVE A SIGMIFI-
CANT IMPACT ON-SMALL, HIGH TECHNOLOGY FIRMS IN #EW
MEXICO. PASTEYPFRIFNCE FAS INDICATED THAT THE

ESTABLISHMENT OF A SCIENTIFIC FACILITY USCALLY = = &

RESULTS. IN<THE CREATIOM OF A NUMBER OF SMALL, PIGH -

TECHNOLOGY COMPAMIES NEAR THE FACILITY. '.IM'THE CASE

OF ALBUQUERQUE, ‘FOR EXAMPLE, THIS SPIN-OFF ACTIVITY " -
HAS BEEN TREMENDOUS,  A"D, LOCATION OF: SUCH FIRMS -~



‘Mr. Lrovp. You did very well thefe, I am most pleased with your
_ Let me ask you this question. You obviously find some fault with the
Federal Government and the Departiment of Energy. In your inter-
“face’ with the Depsrtment of Energy, do you really think we are
getting a handle on a solution to this problem or aré we still wander-
‘ing around out there in the woods? S e
_ Mr. Kgnok. I think in many cases we get some very ﬁood services
“from the DOE, but it is like anything else, it is a very bi

ig organiza-
tion, there are portions of it that have problems and there are portions
that are very good. I think the lab structure at DOX, we need more
interface with them. They are doing a good-job. T don’t envy“the job
of DOE. There are some things they are doing good. There are others

‘that I think they could take a lead from what some of the States are .

doing, what some of thelabs are doing already to set up systems.

Mr. Lroyp. Do you feel that the interface relationship between DOE
and your area of interest, is adequate? Are they really just going off
over liere piecemealing the problem ¢ Tl e

Mr. KznoE. I think the comprehensive approach, the coordination
that needs to take place, has not happened in some dréas. It is some-
thing that DOE by itself cannot do. Gasohol is the perfect example.
DOE cannot lead gasohol.” » "0 0 T

You have to have the Department of Agriculture in it, you have to
have the research organmization in it, you have to have engineering
firms in it. What we have to do is, T thini, get away from saying enmergy
has to be all solved by DOE and they can build an empire out of 1.
We have got to spread the glory and credit out to others and get them
involved in the process. I think it is unfortunate. Conservation is one
ares, of DOE that has been so fractured and broken down into depart-
ments, they have got little pieces all over the Department of Energy,
and I think it is unfortunate. I think we need to pull those together and
come up with some consistent uniform approach. Otherwise everybody
is going off in 16 different directions. There is no real looking at what
the goals are. It is always by program and unfortunately some of those
programs are not talking to each other, Conservation just goes in four
or five different directions. -

Mr. Lwzan. There is one thing thatY am beginning to see, I was set
to go out and charge on this gasohol thing that we were talking about
this morning, to have the information available to TAC and then the
proposal writing perhaps, then NEDA who does that for SBA to
have the capability of preparing the proposals for people; but you
don’t think that is the way to go, I gather, from what you are telling
me. More appropriately would be to do it through the land-grant uni-
versities existltr:{f in all the States now and can take the production,
agriculture production, into account, so that is probably the place to
put it rather than two different places? :

Mr. Kesoe. Gasohol, I think, maybe the lead function should be
at one of the land-grant universities or the State department of agri-
culture, whatever promotion board States have. Each State is different.
I think it is going to take the expertise of TAC and others to be able
to get the input into that. You are going to need the cooperative ex-
tension services who have an outreach function and are going to be
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< OUR .STATE:. ALSO. HAS Y- ENERGY EXTENSIO“—SFRVICF =
'PROGRAN, PATTERNED SOMEWHAT AFTER THE AGRICULTURAL
EXTENSION SERVICE AS A GOOD TOOL FOR DISSEMINATING
SPECIALIZED IMFORMATIOM, FOR BOTH REMEWAPLE
RESOLRCES AND ENERGY- CONSERVATION TECHNIQUES YD
TECHNOLOGIES,"OUR” PROGRAM  HAS TARGETED SEVERAL “GROUPS

* FOR TNFORMATIOY -AND TECHNOLOGY TRANSFER AND DEVELOP-

MENT OF 'INMOVATIVE IDEAS.  OME OF NUR TARGET GROUPS
IS SMALL BUSINESS; AMD THROUGHOUT ‘THIS YEAR WE'EXPECT
TO FURTHER OUR EFFORTS AT REACHING THIS TARGET - "

AUDIENCE TO FURTHER PROMOTE THE EXCHANGE OF IDFAS AND

TECHNOLNGY 1% THESE EMERGY-AREAS. L
“SIMCE T AM TESTIFYING OM EEHALF'OF"THE'STATE
OF NEW MEXICO, I WOULD ALSO LIKE TO-POINT OUT TO THE -
COMMITTEE THE WORK OF -ANOTHER.VERY: IMPORTAMT DEPART-
 MENT WITHIN STATE GOVERNMENT WHICH DOES SOME-VORK IMN
- THIS PROMOTION OF INNOVATION AND:TECHNDLOGY7TRANSFER' |
BUT WHIEH IS .ALSO RESPONSIBLE FOR THE ROLE NF THE®
STATE ‘OF EY MEXICO IN THE"PROMOTION AYD LOCATION =

OF SMALL, FIGH TECHNOLNGY FIRMS WITHIY THE STATE, THE

DEPARTMENT [ AM REFERRING TO IS THE MEW MEXICO CQMNERCE .

- AND INDUSTRY DEPARTMENT




SMALL, HIGH TECHNOLOGY FIRMS AND. INNOVATION

THURSDAY, APRIL 'io 1980 -

Tl

... U.S..HousE oF REPRESEN
" COMMITTEE 0N SCIENCE A,ND ]
SU‘BCOMMITTEE LON. INVDSTIGATIONS

The subcommittee. met; pursuant to notlce, a,t‘9 40 arm 111 the Stu—

deni Union Building of the California;State Polytechmc Umver51ty,:

Pomona, Calif., Hon. Jim Lloyd, presiding.

My, LLOYD Dr -La, Bounty,. why don’t you' crome up We already W
have a panél up here, “and we will be underway, When Jou:are ready,

we will start.

“Dr. La Bounty, Wé appreclate your commg today I would also llke..
to acknowledge my two collengues, On my.left.is Manuel Lujan from -

New Mexico, and we would like to weleome you .to this part of Cali-
fornia. We held hearings over in New Mexico not too long ago and
had a very, very fine reception there by Manny. We appreciate it.

My colleague on my right is George Brown, who is well known
in the areas of science and technology, and has 'been & Congressman
from the State of California over a long period of time. He has been
associated with these kinds of hearings over a lonﬁ period of time
and brings an expertise which is almost unique in the Congress, and
we welcome you today, George, and thank you for being with us.

Dr. La Bounty, I would h o to turn the microphone over to you,
but before I do I want to thank you for the hospitality which you
have extended to this committee and the cooperation which you have
given us while we have been here. We appreciate very much being at
this outstanding institution of learning, and I take great pride in the

fact that it just seems to grow every year and fare better, and we just
thank you very much.

STATEMENT OF DR. G. LA BOUNTY

Dr. La Bounrty. Congressman Lloyd, on behalf of our 15,000 stu-
dents, 800 faculty, 800 stail, we will welcome the committee to Cal-Poly,
Pomona.

We have more than a passing interest in the subject of your concern,
innovation, declining 1nnovat10n Our university, as its name connotes,
is deeply committed to science and technology and innovation.

We hope that your meeting here will be informative and that if there
is any service that we can perform to that end you have but to ask us.

I would like to introduce several of my colleagues who have been of
great assistance to the university and the committee in establishing

(455)
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INTERESTED 1% THIS ‘8RFA MAY BE ELIGIBLE' FOR A MUMBER
OF PROGRAMS AND, ALMOST 0N ADAILY:RASIS, MEMBERS OF |
'mERgﬁﬂmkmr#mwmgmwwmmm@%ummnw"
- FUNDING SOURCES. WE EMNCOURAGE BUSINESSES TO COHTIMUE £
TO CONTACT US FOR THIS SERVICE, FOR WF REALIZE
THAT HELPING TO SEEK-FUNDING FOR-AN IMMOVATION 1N -
EMERGY R & D WHICH PROVES' FEASIBLE FURTHER EVHAWCES
OUR DEVELOPMENT OF THOSE - NEEDED EERGY: OPTIONS:

AMYONE -THTERESTED 14 OBTAIMNING “FURTHER IHFORMA- T
TIOY REGARDENG: THE STATEYS  RAR:D PROGRAMITS WFLCOME -~

TO CONTACT THE ENERGY AND MINERALS DEPARTHMENT OR-AYY -

OF THEENERGY*INSTITUTES AT THE UMIVERSITY OFiNEW

MEXICO, HEW MEXICO' STATE UNIVER°ITY nn uEv NEXICO B

INSTITUTE OF TECHYOLOGY ..
THE EMERGY- AND MINERALS DEPARTMENT 18 ALSH *
MANDATED TO:FURTHER FACILITATE COOPERATION BETVEEW
GNVERMMENT. AMD BUSIMESS I THE' DEVELOPMEMT MD
COMMERCIALIZATION OF “IEW ‘AND IMPROVED EMERGY &~ °7°
TECHYOLOGIES: ~ A'D, I ADDITION T0 THE R & 1 PROGRAN, -

[ HAVE ALREADY MEMTIOMED;! THE STATE HAS INITIATED & & '

MUMBER OF OTHER PROGRAMS. - THE FOLLOWING ISA PRIEF ~~ ©
SUMMARY OF EACH OF THEM: = - - i i oo
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Mr. Chairman; -Members of. the Committeey = o o el ki« oy D e

It is.a-pleasure .to be liere fo-testify ‘concerning-the plight of -smalt, "
high technology-firms: and their impact .on Tnnovation and productivity on our: -
national ecancmy.: : '

!nnovators,"fnventérs;“and.their'associated small businesses hdve beer
mainstays in thezedonoﬁic history: of: the United States. The Tirst pateht'was
issued to-the Colonies in: 1641, one hundred-and thirty-five years befgre-the !’

Declaration of Independence...::|

Inventions .and-innovations' have shaped American.life styles.” The .. %
- development of this country has been molded by such inventiens as:the steamboatl;
the locamgtive, hybrid seeds, the cotton gin, the'?ightbu15, the radio,:the - -7

photocopying machine, and-the printed ¢ircuit... A11.of -these. inventions have

a common characteristic:. each:is the product of an individual or small-business. ' -

The names of Jefferson, Franklin, Whitney; Ford, Edison, and more recent1y,

Land of Polareid fame, are etched into Americaﬂs‘histo}y. Théy. represent the: -
creativity and:plain-old Yankee .ingenuity that_iststilI‘anbimportant'resoﬁrte7?‘
available in.this country today::. Innovation has and always:.will be a part of:
American life,:creating new products,.improving existing systems, and replacing

those that have ceased to serve the country's- needs:

From the:conception ‘of ian:idea to-its commercial application fs normally ard
a2 long and ardyous precess. More often .than not the road is.1ined with hazards

and roadblocks, totally unexpected.by the entrepreneur. Onceian idea is

formulated it-must-be evaluated in terms of technical.and commercial feasibi]ity.
: Prov1d1ng it.passes-these tests,.the next step is often-protecting the 1dea
through the patent process followed by .the development.of .a:prototype and” flna]1y

a plan for commercialization. : I R
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NEK AND IHNOVATIVF TECH“OLOGIES I OUR. QTATE

IV CLOSING, MR, CH#IRMAH, I “OULD LIKE TO
STATE THAT THE- STATE OF NEY NEXICQ NOST DEFI”ITELY : !
REALIZES AND APPRECIATES THF NEED FOR PROMOTING

ISIOVATION - AND TECHNOLOGY TRANSFER FOR-SMALL, MIGH. . .
TECHNOLOGY ‘FIRMS, - ALTHOUGH SUCH-FIRMS MAY BE SMALL. . .

I SIZE, VE REALIZF T“FIR IMPACT o EWFRGY AXD..

SCIENTIFIC DEVELOPMENTS. KA BEEY SURSTATIAL, IT .,
IS OUR HOPE THAT, THROUGH HEARINGS SUCH AS THE OUES -

‘CONH”CTED BY. THIS SUECOMMITTEE, FURTHFR ﬂ“QREﬂEQS '

OF THE IMPORTANT. CONTRIBUTION THESE FIRMS CAY MAKE

FOR OUR MATIDMS'Q BEAEFIT. wILL BE PECDGMIZFD




surrounding communities, 1nc1ud1ng R1vers\de, San:Bernardino,.Fentana, 'Corona; i

0ntar1o, Up]and Chlno, Pomona, west Cnv1na La Verne, Hac!enda H ghts P1co ’

In a11 cases the programs are’ conducted by an appropr1ate facu1ty membet:, or.an

em1nent1y qua11f1ed member of the bus1ness commun1ty

The SBDC also prOV1des’ass1stanca 1n 1ess d1rect -Ways; Oﬁr hféhij accléiméd 7

newsletter features aGV1ce and 1nformat1on"n top1cs d1rected express]y at the

sma11 bus1ness commun1ty " The newsletter also conta1ns 1nformatlon egard1n

future' training programs, ;It;153d1stnabuted,month]y.and.has a-c)rcu1at1on

: Other,sources -of ass1stance nciude the Nat1ona1 Techn1ca1 Informatlon

Serv1ce and the u. S Patent Office. !nventoﬁ% organ1zat10ns also ex]st across }“

the U S

: G1ven the wide var1ety of programs in ex1stence and sources of 1nformat1nn

avallable, it 's regrettab1e ﬂaat th1s ctl -ty 1s so fractured, nnt fu]]y v1s1b1e.

to‘the pub]ic “nor; cooperat1ve amon the part1c1pat1ng organ1zat1nns
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-faemg the farmer on a day-to day basis, He is looking for answers
to questions. The whole system has to be built. It is not a simple one.
Tt, has to be complex.and. there has to be lots of coordination and
working together.. Otherwise we will all go off on our own directions.

Mr. Losaw. It has got to be sunple to the guy that wants to put a
gasohol plant together. .

Mr. Kzron. He wants an answer that i 1s short sweet and to the pomt
The only time you can get a simple answer Jike that is if you do lots
of homework beforeha,n§ He is going to go and. get 16 different s1mple
answers, but all saying different things. L ,

" Mr.Luyan. Mr.Roth? ' T

Mr. Rorm. Twant to again thank you for commg here, - :

I want to thank Congressman Lujan for the testlmony we have
heard this day. Tt has been excellent. I must say I am very surpr1sed
because you have some very. sophlstlcated people here in New Mexmo

[Laughter.]- . :
= . Mr. Lroyp. Thank you Very much. ' L '

 We appreciate your presentatlons here today Thank you :for your
time and interest. - .

We thank the audience that has ]omed us here today

I declare this hearing adjourned.

[Whereupon at 12:1 % p.m. the hearlng was closed :f
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if you wish to para,phrase or make a,ny changes in your presentation
youmay doso. . Lih, AR . _

Mr. King?

Mr, King. Thank you. B he

Mr, Looyp. Excuse me. I am SOITy. I belleve I am leaving George
out. He has a statement to make. © .

Mr. Browx. Mr. Ohaarman, 1f you, don’t 0b1ect I will have my state-
ment inserted in the record. *

[Prepared statement of My, Brown follows:]
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this environment, and more than that some of them are the academic
leaders of programs of interest to this committee.

First is Dr. Beaumont Davis, the dean of our school of engineering
right here,

Mr. Lroxn, Welcome,

Dr.'La Bouxry. Second, Dr. Ralph Armes, ‘who is the dean o:E our:
school of science.

Mr. Lroxp. Dr, Ames, Welcome: - :

Dr. La Bounty. Next to Dr. Ames i 18 Dr Dawd Foley, the dean of
our school of business right here. -

Mr. Lro¥p. Good morning. '

Dr. Lia Boonry: 1 would Rasten to add one of our colleagues is s1tt1ng
across from you, Dr. Wayne Williams, is a director of our small busi-
ness development center. Wayne is right heére.”

Mr. Eioyp. Dr. Williams. Welcome.

Dr. L& Bounty. The vice president’ for academlc aﬂ'au’s, Wh() makes
so iany of these things, Dr. Paul Weller. - :

And last but not least the fellow who really dld all the work' and
gave us leadership in setting the meeting up, Dy Nie] Gerard. ~ ~

Mr. Ligep: Thank you, Niel, Appreciate it

Dr. La BouxTy. Again we appreciate deeply the opportumt,y to
host thig hearmg, and we look forward to worklng w1th you through-
out the day, Jim, have a nice meeting. * ,

[The prapared statement of Dr La Bounty follows :[
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H16H-TECHNOLOGY. SMALL BUSINESSES HAVE, BEEN.KEY IN OUR
SUCCESS ‘AND -HAVE ‘CONTRIBUTED. A DISPROPORTIONATELY LARGE .
SHARE OF INNOVATIVE IDEAS, A sTUDY BY THE NATIONAL -SCIENCE

FOUNDATION, FOR :EXAMPLE CONCLUDED THAT OF THE 319 1nnOVATIONS

. PRODUCED BY UNITED STATES: INDUSTRIES BETWEEN: 1953 awp. 1973, .
24% WERE PRODUCED BY.COMPANIES WITH. LESS %HAN,lUU‘EMELOXEES; Gy
AND ANOT%E 24% WERE .PRODUCED BY COMPANIES WITH 100 - 999, .
EMPLOYEES, .*  UNFORTUNATELY,. THE FEDERAL GOVERNMENT HAS NOT . .

" ADEQUATELY NURTURED HIGH-TECHNOLOGY SMALL BUSINESS..

A.ngikiNG-DfSPAﬁiTY EEEEARE Td'E%fST BEEWEEN'THE""': n {

CAPABILITIES OF HIGH- TECHNOLOGY SMALL BUSINESSES AND THEIR™ =~

"-UTILIZATION 8Y FEDERAL AGENCIES. SMALL ‘BUSINESSES RECEIVE

" A RELATIVELY MINOR AND DECLINING PROPORTION OF FEDERAL R & D'
FUNDS -= ONLY THREE:PERCENT,. WHILE 64 PERCENT OF GOVERNMENT E
R & D FUNDS GO FOR® DEVELOPMENT NORMALLY INVOLVING .LARGE

INDUSTRIAL FIRMS. | RS _ i nen
FEDERAL PROCUREMENT -PROCEDURES ‘ALSO RESTRICT THE USE OF
H1GH-TECHNOLOGY -SMALL : FIRMS: IN.CARRYINGOUT FEDERAL AGENCY

Miss1oN R & D REQUIREMENTS. .FOR EXAMPLE, .

o  FINDING OUT WHAT THE GOVERNMENT WANTS AND PREPARING
PROPOSALS 18 EXPENSIVE AND TIME-CONSUMING TO A POINT =
. FREQUENTLY:EXCEEDING THE .CAPABILITIES OF.SMALL FIRMS.

}ﬁTIONAL SClENCE FOUNDAT!ON SCIENCE ]NDICATORS 1976"
ATIONAL SCIENCE BoArD; 1977}

66-228 0 - 81 - 31
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_Today there;ére virtually no programs to assist the ‘innovater:through the
entire process. . There are, -however, severaﬂaéovernment/univerSity partnerspips °
which provide.varying degrees of assistance. The University of .Oregon has de- -
veloped a computer analysis to assess the feasibility of new ideas. Utah's: :
Innovation Ceﬁter'is,under edict. to develop a.!'Small Business Start-up" program.
They will take a project frem start to finish, but: Have very restrictive:
eligibility requirements. . The Carnegie Me110n_Univefsityrpnqgram is aimed ‘at
stimu1at%ng and promoting faculty and graduate studen;.ideas.coming-fhom research -
and lab discoveriés. M.I.T:'s Innovation.Center retains its thrust.of "teaching -
the method of invention." .- _ _

These are-examples of:.programs which exist today énd:are designed ‘to assist -
the innuvator.dﬁring-the developmental stages. . -Here-at Cal-Poly .the Small Business
Development Center has the capability .of assisting the entrebreneurlduring the
commercialization and operation:stages ‘of :the business.

Founded . in December, 1976 the Small:Business Devé1opment Center offers -
free consu1t1ﬁg services and training programs .to'all.small business persons.

' During. the course of a.year thfs cen&er prnviqes'consulting services to
more than 1,000 individuals. seeking assistance in starting a small business or
in §o1v1ng a problem in an already esféblishedwsma11 business. -

The assistance requested rangeé.From advice regarding-:the 1icenses required,
and the process-to be followed when starting a new business to the development
of an entirely new marketing.plan or the {nsta11ation of a small computer.- In

‘respohding to-these requests, the SBDC utilizes a small 1nterna1-staff,'tﬁe
faculty, senior-level businesé administration students and members.of a local
volunteer organization {Service Corps oflRetired Executives). Naturally-the -
resource wsed depends on the nature of the problem.

In addition, the SBOC conducts approximately 100 training programs involv-

ing about 3,000 attendees. The programs are conducted in nearly all the
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SUBCOMMITTEE .15 ACTIVE, AS:YOU_CAN SEE FROM:TODAY'S HEARING, -
AND .THE SCIENCE, RESEARCH AND.TECHNOLOGY: SUBCOMMITTEE, WHICH -
I CHAIR, HAS ALSO BEEN WORKING. TO PROMOTE:SMALL BUSINESS, ::

I WOULD LIKE TO TELL YOU BRIEFLY ABOUT WHAT MY SUBCOMMITTEE
IS DOING "IN INNOVATION ‘AND PRODUCTIVITY, AND WHAT SPECIFICALLY
WE'ARE DOING THAT ‘WiLL HELP ‘SMALL BUSINESS, IN THE LAST =
VEAR THE' SUBCOMMITTEE HAS HELD OVER 20 SESSIONS GF INNGVATION
AND PRODUCTIVITY HEARINGS ON TOPICS INCLUDING -PATENT PoLICY,” -
UNIVERSITY-INDUSTRY RELATTONS, FDA'NEW DRUG REGULATION, FEDERAL
LABORATORY, UTILIZATION AND OTHERS. ' '

THE SUBCOMMITTEE HAS LEGISLATIVE JURISDICTION OVER “THE
NATIONAL ScieNcE FOUNDATION, ~"EAST MONTH WE REPORTED A NSF -
AUTHORIZATION BILL WHICH INCLUDES A $10 MILLION INCREASE OVER
LAST YEAR IN THE ‘SMALL BUSINESS INNOVATION PROGRAM, AND A
NEW' $5 MILLTON PROGRAM T0-ESTABLISH A CENTER FOR INNOVATION P
DEVELOPMENT, THE FUNCTIONS OF THE CENTER WOULD INCLUDE! -

(1) DIRECT EQUITY FUNDING FOR THE START-UP OF FIRMS WISHING
| TO DEVELOP AND BRING TO MARKET A PROMISING INNOVATION, (2)
GUIDANCE TO SMALL BUSINESS IN UTILIZING FEDERAL ASSISTANCE
PROGRAMS, AND‘(B). MANAGERIAL AND TECHNICAL ASSISTANCE TO

FIRMS' THAT ARE FUNDED. -

THE SUBCOMMITTEE ALSO HAS LEGISLATIVE JURISDICTION OVER
FEDERAL PATENT POLICY, AND ON THE FIRST OF THIS MONTH WE
REPORTED H.R. 5715, A PATENT POLICY BILL THAT HAS.AS A BASIC




460

Mr. Liorp. Thank you very much, Dr. La Bounty. We appreciate

“all the help”that we have received from’ you. With' that we will get

- the meeting underway. - .. - oot aees ened el o5 e

I am very pleased to be here in Pomona, my home district. I wel-

" come #all ‘of you this morning to discuss a very important subject—
small, high technology. firms and innovation,.....c ... .~

I have already welcomed my colleagues, and I would like to say
only this, that I think this i¢ a very important field that we are in-
volved in, and: I think ‘that-the testimony-that we will hear today
will be of great value in hopefully solving some of the problems which
will manifest themselves as the witnesses make presentations.

I think that we must take steps to meet the financial needs of small
businesses and to modify Federal policies that tend to favor big busi-
ness over small business, and, of course, it begs the question of why is
this so important. = . " - 0 0 o T DR

Simply stated, small business contributes:so much: In the 1969-77
period small businesses were responsible for 96 percent of the new
jobs or the jobs that were created in the private sector. In contrast the
top 1,000 industrial corporations provided:approximately 4 percent of
the jobs ereated in the period.. .. .. -~ .- SR :

During the 1953 to 1973 period small business accounted for one-
i-1% of the U.S, major innovations, Added to these impressive statis-
tics small business produced 24 times as many innovations per research
and development dollar as do large businesses, yet they receive only
314 percént of the Federal research and development dollars. As a
former small businessman, T am: concerned -about- this situation and
-will do all I can to promote Federal policies that encourage innova-
tion and increased productivity. As a matter of fact, I think this is a
major weakness in our economy today. We have not stimulated the
growth the way we ought to have, and I am in no way shirking the
rezponsibilities that do indeed lie in Washington.,

T am very pleased to have the first panel, Radford King, Mr. Stam,
and, of course, Wayne Williams, and I would like to take this oppor-
tunity to welcome the three of you. Again it is my pleasure to welcome
today my colleagues, Mr. Brown, George Brown, of California, and
My. Lujan of New Mexico, and at this point we will start with the
first witness. Rad, since you are on the left, you get to start first.

Is that all right? '

Mr. Kine. That’s all right, Congressman, Thank you. :

Mr. Lrovpn. Could I interrupt. You do not have a written statement,

is that right? : :
~Mr. Krye. Not at this time. : .
Mz, Liovp. All right. Nor do you have, is that right, Mr. Williams?
Mr; Wirirams. I do have, yes, sir.
. Mr. Lro¥p. You have one?
" Mr. Wiriams. Yes,

Mr. g:.:LOYD. I have you having a written statement, do you have any
copies

Mr. Witrrams, Absolutely, S -

Mr, Lioyn, If you have, I would remind those who are testifying
- today if you have any statement, the Chair would be most pleased to
accept that without objection on the part of the other members, and



. Mr. Lroyp. Without objection so- ordered
.Now: you are. recocmlzed Mr, ng

STATEMENT OF RADFORD G KING

'Mr. Krxe. Fine. Thank you, Mr. Chalrman
I would like to say I welcome this opportuntiy to discuss sriiall bu51—

ness and its role in innovation and technology, and I would like to pre- -
face my remarks by, quoting from the testimony of William H. ock;,’

Jr.; Deputy Administrator of thé Small Business Administration to

the Committee on. Small Busmess House of Representatwes Ma,rch_

4, 1980,

We must meet the challenge of renewing innovation in order to insure. Amer

iea’s continued viabllity, inereased productivity, stremgth in our competitive
gociety, most importantly improve the quality of life for every Amerlcan The
committee in approving small business's pos1t10n is bolstered by a recent National
Science Foundation study which indicated since World War II.firms with less

than 1,000 empleyees have accounted for one-half of the most Significant innova-:

tiong, and small businesses have accounted for more innovation per dollar of
research than the large firms. We therefore must identify mechanisms to en-
courage small firms to seek Federal or R. & D. contracts, make it as edgy as
possible for an individiial to follow through, develop an idea, which indeed may
have a tremendous potential: ‘We must make it possible for that person to follow
thr{)ugh over a period of time with that idea in an mdependent manner so that
his only option will not be one of sellmg his product to a major eorporation and
collecting d1v1dends and royaltles

I would like to say that T Wholeheartedly support those comments

and also am extremely pleased to see the type of activity that has been
occurring during the past year basically represented by the White
House Conference on Small Business, the currently pending Govern-
ment Patent Policy Act-of 1980, the President’s position on industrial
innovation initiatives, the qmall business innovation report, and the
current House bills, H.R. 5607, H.R. 5126, TLR. 5330, and H.R. 5702,
and I would like to at this tlme comment totally support the’ ositions
that are taken in each of these various activities, as such will limit my
remarks today . to those areas that I feel are not covered within the
. positions that are represented by those various bills at this time.

As a little background information I am the director of the Western
Research Applications Center, University of Southern California,
zénd within our programs mcludes the NASA Industrial Applications

entér.

We are part of a metwork of six 1ndustr1a1 apphcatmns centers and
three State technology application centers across the country.

The system has been operating since about 1967. ‘We have been 10-
cated at the university since 1969.

That center is predommantly involved in computerlzed mforma-
tion retrleva.l especially as it pertains to the technological areas and
funection in a technology transil;r mode.

At the current time we are handling over 1,500 problem statements a
year and condueting over 5,000 searches a year working with approxi-
mate"ly 500 individual companies per year. .

A part of that program also includes a NASA-Small Busmess Ad-
mlmstra,tmn ]omt prO]ECt in _which we dea.l w1th small firms, pre-
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SFIELD HEARINGS ON' INNOVATION AND SMALL,
HIGH TECHNOLOGY FIRMS”

: APR;L 10, iééb::..ﬂff,
* PomoNa, CALIFORNIA .

StaTEMENT BY Hom. GEorRGE E. Brown, JR.
CHAIRMAN, SUBCOMMITTEE oN SciENce, RESEARCH AND TECHNDLOGY
U.S. House oF REPRESENTATIVES

MR, CHAIRMAN, [ WANT TO THANK YOU AND MY OTHER COLLEAGUES
oN THEVSUBCOMMITTEEHON INVESTIGATIONS AND OVERSIGHT FOR THIS
OPPORTUNITY TO COOPE%ATE ON INNOVATION AND HIGH-TECHNOLOGY.
SMALL BUSINESS. My SUBCOMMITTEE ON SCIENCE, RESEARCH AND
TECHNOLOGY, HAS BEEN CONCERNED WITH ALL ASPECTS OF INNOVATION
- AND PRODUCTIVITY, AND YOUR FOCUS ON HIGH-TECHNOLOGY SMALL BUSINESS
IS A WELCOME COMPLEMENT TO OUR ACTIVITIES.

ONE OF THE MOST POTENT WEAPONS IN OUR' ARSENAL AGAINST
INFLATION 1S INCREASED PRODUCTIVITY. INCREASE IN PRODUCTIVITY
1S ACHIEVED MAINLY THROUGH INNOVATIVE TECHNOLOGIES. OUR
COUNTRY'S. TECHNOLOGICAL INNOVATIVENESS OVER THE PAST SEVERAL
'DECADES AND THE RESULTING NATIONAL ECONOMIC AND SOCIAL BENE-
FITS DERIVED FROM THE APPLICATION OF OUR INNOVATIVE TALENTS

ARE UNPARALLELED,



I would like to preface that statement or qualify that statement
by saying that we consistently see the major cause of the failure 1s a
lack of management competency. : . P

Many times this just comes as a startling remark, but I think we
have got to recognize that the major difference between the small busi-
ness firm and the large business firm is the large firm is able to spread
staff capabilities in almost every area of legal services, advertising,
whatever else it is across its overhead base, and the small ﬁrm normally
does not have the same type of capability. i

As such I think that the support from the Federal sector as it relates
to providing sophisticated, effective, efficient management and techni-
cal assistance.to the small business sector is very important. .. . = . -

The other area, is the area of information services. We find that
© this is a rapidly growing:field, that the cost-benefit return that is now
being demonstrated by using sophisticated information service in
small business planning, problem solving is ereating a very sizeable

These areas that type of system needs to be developed, -and it is
important ‘to a much greater extent. At the current time less than 1
percent, Of the firms that-we are dealing:with have ever used informa-
tion retrieval as & consistent part of their business activities; and that
is a-staggering thing. : T T ’

That area to give another example a small manufacturing could in-
volved in making nozzles, bottles, caps, closure predominantly for the
hair spray industry. recognized the problem coming-about- due to the
ban on aerosols, and it- developed a nonpressurized-container, was
having a problem on designing the nozzle. Women today and men.do
not like to have hair spray that spits and comes out in globs. As such’
the-nozzle design is very critical, spent 6 months attempting to-design
the nozzle unsuceessfully. - T LI

Through the NASA program we ran a problem search for him on
that, identified s hundred different citations. Two.of those showed him
exactly how to design.the nozzle. In 30 days he had working proto-
types. The last time I talked to him his sales were going very, very
well. He wagquite pleased. - . .. . .. 7 o 0 e T TR

In the area of financing and especially as it relates to the program,
et cetera, I am very much a proponent from: the standpoint that we
need the financing programs to replace the lack.of venture money,
especially. as we see in our current market and as it relates to-R. & D.

At the same time I.would place caution on the fact that we consis:
tently report numbers, and it is easy to say look how many dollars ¥
have loaned, how many dollars new companies that T have:loaned
money to. We have a tendency to look at how many of them failed, how -
many -of them defaulted on their-loans, and to lock at what is the:
canse for this, how come that is happening. . - . - lon r o o o

‘T think that we would find that through the provision of sophisti-
cated systems and. feasibility analysis prior to loan-especially as:it:
relates in the technical.areas that the default rate and:the success
stories can change rapidly; that there is.a requirement for providing:

an_ongoing management-technical -assistance. to. companies ‘during
their growth phase until they reach a point of stability, .0~ -

In the area of patents, and I will keep my comments.very: short on:
this because we have one of the leading experts sitting right next to
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0 MoreOVER, ‘FUNDING FOR FEDERAL-R & D WORK FREQUENTLY
LACKS 'STARILITY. THIS STRAINS THE FINANCIAL-CAPABILI= ..
‘TIES OF SMALL"FIRMS,

I nAVE BEEN thCERNED'wlTH”THESE AND 'OTHER FEDERAL POLICIES
ADVERSELY AFFECTING SMACL INNOVATIVE 'BUSINESSES:SUCH AS TAX,
PENSTON FUND AND SECURITY POLICIES WHICH MAKE 1T HARD' FDR SMALL
R & D FIRMS TO ACQUIRE CAPITAL; GOVERNﬂENT‘REGULAT]GNS "PLACING
DISPROPORTIONATE AND DISCRIMINATORY ‘COMPLIANCE BURDENS UPON
SMALL BUSINESSES; FEDERAL PATENT POLICIES PROVIDING INADEQUATE
PROTECTION .TO SMALL R 2 D FIRMS, AND THE ELIMINATION OF
QUALIFIED STOCK OPTION PLANS, WHICH, ELIMINATED AN IMPORTANT
INCENTIVE FOR _TOP SMALL BUSINESS EXECUTIVES.._‘ N

FoRTUNATELY; THE'FEDERAL”GOVERNMENT?APQEARS"TO“BE WAKING

UP TO THE IMPORTANCE GF ‘HIGH-TECHNOLOGY ‘SMALL BUSINESS, THE - =
PRESIDENT PLACED EMPHASIS ON SMALL BUSINESS IN THE INDUSTRIAL
INNOVATION INITIATTVES 'HE _ANNOUNCED LAST FALL: THE House. ..
AND SENATE “SMALL BUSINESS ‘COMMITTEES ARE ACTIVELY WORKING ON. -
LEGISLATION TO PROMOTE SMALL ‘BUSINESS, AND THE SMALL BUSINESS: :-
ADM;NfszAqun_ls STARTING TO REORIENT ITSELF TOWARDS HIGH
TECHNOLOGY. . ' . . . ;w_: _ ;“. .._tf "‘ T

' THE "FuULL ‘CoMm1 TTEE ‘ON 'SCIENCE AND ' TECHNOLDGY PARTICIPATED

IN JOINT HEARINGS WITH THE Houss AND SENATE SMALL BusinEss
COMMITTEES LAST NOVEMBER. THE INVESTIGATIONS AND OVERSIGHT
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guess, and they all need further development before they reach the
marketplace..But we are dedicated to the proposition of acquiring
title, and we feel that we can transfer the technology better, than
Government. So.a good deal of my time is spent in working with the
existing legislation and agency regulations to.acquire title.to inven-
tionssowecandoit. - . . oL ;
. In agreement with Mr. King we have found that you need an exclu-
sive license to protect the private risk capital necessary to cross the
bridge between the research laboratory and.a commercial product.
Essentially the whole licensing effort is to assure.ourselves that the
product we are trying to f%c:t- on the market is feasible and is commer-
cially viable and then to find the right businessman and.convines him
that necessary investment ought to be made and can be:protected. . ..
Now, we have found that we can grant exclusive licenses.and. we
consummate about four or five per year. They are.subject to difficulties
in acquiring title, and they are subject to reservations that.the Gov-
ernment makes in granting title to us.. What I would. like to go into
is first to explain that in a licensing prograrm one possible answer to
all this might be to vest title in the Government, you know. Then, theo-
retically, the royalties that are collected would go back into the public
coffers and it would be made available to everyone. However, this
doesn’t; work very well because the Government patent licensing pro-
gram 1s so extremely large as to be unmanageable. Tt has to be passive.
NASA, for example, has almost 4,000 patents in its portfolio, it pub-
lishes them in & large book, without delineating the dross from the
good .ones. This makes it almost impossible for anyone to.find com-
mercially feasible iriventions, e S e
By contradistinetion, any small:business or university has a small
portfolio which can be actively, personally, and aggressively pro-
moted on a personal man-to-man basis. The scientists who created the
invention are generally still available and interested in.helping pro-
mote it because at most universities, a percentage of the royalty income
ig paid to the inventor. Seo, for.a variety of reagons the. Government
patent licensing program has not. worked as well as private programs.
I saw some statistics which. indicate. that NASA, owning 3,750
patents, had. 8 exclusive licenses. But. at Cal-Tech, with a portfolio
of about 250 patents, we have about 20 products on the market. We
license 4 or 5 new inventions a.year out of maybe 20 or so recent acqui-
sitions. At any rate, we are strongly dedicated to the proposition that
the private approach and the small portfolio is the best way to trans-
fer the technology. " _ R
Now, for some reason or other,.and I am going to expound on those,
it is difficult for universities to acquire title, one large problem being
the lack of uniformity in the Government patent policy, - ... . .
Despite several Presidential: messages which purported.to give
standards, it develops that each agency, either by virtue of its notion
of its function or sometimes by legislative fiat, as in the case of DOE
and NASA, feels compelled to write its own regulations and to inter-
pret the regulations and the Presidential message, differently from

the others. Accordingly, we have a different patent policy from every
a’gen'c'y' i [‘.:-. .’ Lo [EERI . \ : I
. The Health, F.ducation, and Welfare group, which has changed its

name recently and NSF have what they call institutional patent agree:
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UNDERPINNING' THE PROVISION THAT FULL TITLE TO INVENTIONS
DEVELOPED "UNDER FEDERAL R.& D CONTRACT “SHOULD 6O TO THE .-
CONTRACTOR == SMALL.BUSINESS ‘TNCLUDED, =

On MARCﬂ 25 I 1nTropucep H.R, 6910, 7HE “NatronaL TeEcH-

NoLOGY. FouNDATION AcT.”  THIS. ACT. WOULD ESTABLISH AN JINDEPEND- .

ENT AGENCY .TO FURTHER TECHNOLOGY FOR THE NATIONAL WELFARE,.

ONE OF THE MAIN BRANCHES OF THE AGENCY WOULD BE DEVOTED - . |
TO FOSTERING HIGH-TECHNOLOGY SMALL QUSINESS._‘WE_INTENDVTO .
HOLD HEARINGS ON THAT BILLxLAfERifHIS_YEAR. | ' o

"THE IMPORTANCE OF INNOVATIVE SMALL BUSINESSES IN MAIN- "'

TAINING QUR ECONOMIC VITALITY, IN IMPROVING OUR SOCIAL -

- WELFARE, AND IN ASSURING OUR NATIONAL SECURITY CANNOT BE

UNDERSTATED. - MR LLOYD 1570 BE CONGRATULATED FOR HIS
FORESTGHT AND LEADERSHIP. IN HiGHLlGHTING SMALL BUSINESS, .I

LOOK FORWARPYTQLQQNTINUED_COOPERATION.BETWEEN_QUR SUBCOMM{T?EES;_

IN THIS AREA, - THANK YOU.. |
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At any rate, as a result, we have the lack of unlfomlty which .I
think comes from this fear. of eriticism. As a further result, we have
contract terms and cond1t10ns when we acéept research prO]ects from
the Government, varying.in restrictiveness, and inecluding an awful
lot of red tape put into.them to protect values which may not exist.
It is sort of like a 16-inch gun being used in a ﬂyswatter situation
and it makes it difficult to deal with Government. ‘

I have madeé a short list of things that trouble me and will trouble,
small businesses when they accept . Government research projects.
First, we are forced to disclose tno quickly; forced to tell whether
or not we want.to acquire title. We are compelled to- Teport inven-
tions within 6 months. of conception or reduction to practice. Well,
most inventions probably don’t-reach a place where you want to tel]
anybody about them until sometlmes years after an inventor may have.
had a rough idea. This is extremely difficult to cope with, . =

At Cal-Tech we have an extraordinary record. Wehave licensed about

40 percent, just slightly under.40 percent, of the patent properties we
have acquired. The other 60 percent are quite often cases in which we
were compelled. to take a patent position too qulckly It strikes me, for
one thing, that this requirement for premature reporting of unproven
concepts ought to be changed to allow time to determine feasibility and
value. and more tlme befcre belng compelled to make decisions. a,nd
malke Téports.
" Thé second factor that I, want to tallk about is the reservatlon ot
rights in Government as a condition-of little trangfer to a contractor.
These vary from agency to agency and have become more and more
restrictive. These can make it difficult to license and can make it diffi-
cult for small business to make use of the results of (Government re-
search, In the beginning there was'a standard reservation of a royalty
free Ticense to the U.S. Government for use for governmental pur-
poses. Well, that is great. I think that is the way it ought to be 1f the
Government fands re@ea.rch ‘and it is Teally all the Government needs.
Then. somebody got to thlnkmg about it. They added all mumclpa,h-
ties, State, and county governments and just about any kind of civic
orgamzatmn What 1 ‘TUn across in trying to’ license is ‘that my li-
censees say, “How am I going to know which of these people is entitled
to that royalty free license.” We require that they charge all of this
large class of “governmental” agencies a lesser price by the amount of
the royalty and that no royalty be paid. The thing is that it is difficult
to administer. It was probably not intended to be burdensome but
it is an extension of the governmental reservation which is distasteful
to the people that have to deal with it. T.don’t feel all that strongly
on’ this point-éxcept for the difficutly of admlmstra.tlon Whmh I thmk
friehtens some of the business people I deal with.

‘Third, the Governiment, in protecting patent rlghts, the value of
Whlch T sometimes’ questlon, sometimes, insists on ‘a procedure called
prepublication review that is troublesome to universities. Universities
are dedicated to early publication and dissemination of information.
Therefore, most: researchers wish to publish the’ results of their re-
search quickly, Under prepubhcatlon review procedures this may be
impossible. ™ -

The problem arose as Government agencles sought to’ protect the
111usory extremely great value of the fore1gn rlghts in 1nvent1ons Now,
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dominantly small ma.nufaeturmg firmsy adv1smg them for services
on a for-free basis at one time to not only function in-a problem solve
mode but algo to function in an educational mode.

I quite often refer to a situation that occurred to'me about 2 years ago
in which I was having lunch, was introduced to the director of a very
sizable R. & D. firm and had asked him at that time if he had ever
utlllzed resources of eomputerlzed information retrieval, and he sald
no. :

I—Ie said that isn’t necessary “He said all the work we are domg isat
state of the art, and he said as such the ma]orlty of the information
that is going into the various data bases is “provided by us. We’ reelly
don’t have a need.

I'suggested to him that he accept an- 1nv1tet10n to go over and see a -
demonstration of what can be'done, j

He submitted a particular problem statement to our information
specialist, and approximately a 15-minute period she had conducted
the search, and I suggested that she prmt out a,pprommately 10 of the
citations that were 1dentified. .

The gentleman reached down, ripped off the printout sheet, end he
says my God, you just saved me $100,000, and I said how come? .

He said, well the problem statement I gave to you I just budgeted
$100,000° to find the answer to, and the answer is already right here.

We find that this is happening on a constant basis, and I will not
go any further into the concepts that we often hear, don’t relnvent the
wheel and search before research. )

Another center that we operate at the umversmy is the Urban Um-'
versity Center. K

This program is funded by the Economle Developmént Admmlstra-
tion, and we work in a business assistance mode also in Jocal eeonomle
development programs within the county'of Los Angeles: )

That program is relatively similar to the small business dovelopment
Ieenter program tfha,t Wayne Williams will be dlscussmg I thmk a llttle
ater

We also ha,ve a thlI‘d center, Whleh is the Trade Adwstment ASS1st—
ance Center L :

This program ‘s Ieglslatwely mandated under. the Trade Act of
1974, is supported by the Economic Development Administration. We
handle 10 Western States, including Alaska, Wa shmgton Ideho, Mon-
tana, Utah. Oregon, California, Arizona, and Hawaii, in providing
both management teehmcal assistance and financial assistance to manu-
facturing companies that are béing adversely impacted by imports.

The combination of these programs has provided us with a stafing
capability and an awareness of the types of problems that exist I
think all the way from the small R. & D. firm to the relatively large
manufacturing conipenies in & competitive sense, also from the stand-
point of their financing problems, and their mena,qement problems.

I would like to preface that statement or qualify that statement
s1gn1ﬁeant needs in and to state some of our thoughts. -

-One is in the area of requlrements of manegement and techmcai
assistance..

We consistently hear that the ma]or problem of cause and fallures‘
is a lack of capitalization.



grants and contracts have an inordinate portion of the overall terms
and conditions devoted to patents. These areincluded in every-grant or
contract without regard to its nature, and often-involve heavy admin-
istrative duties and reporting requirements relating to patents. It
strikes me, that a place like Cal-Tech, where we do ‘basic research—
and I am sure. it is true of other umversmes it could he agreed in—
some cases that patent provisions are not necessary and that the public
would best be served by early. publication of results. One of the things
I’d like to see done is for somebody to look into the possibility of chang—
ing the procurement regulations to include some sort of an appraisal
of the nature of the work to be done.and a means for eliminating un-
necessary patent. requlrements when such action is approprlate Thank
you very much. .~ ,

Mr. Lroyp, Thank you very. much.

[The prepared statement of Mr. Sta.m follows ]
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me, in-that area my 61i¢ commeént is that there is a need for providing
exclusive licensing capabilities on federally owned patents. At the
existing time we have a system that malkes it almost 1mp0531ble to-
create exclusive hcensmg opportunlty

‘I do not see in the existing’ legislation on the patent aren that that
has been taken into con51derat10n I Would hlofhly recommend that

Thank you. ‘

Mr: Lroyp. Thank you very much Mr ng

Mr, Stam? :

Excuse me. W ould you like to ask questmns now or afbex- 3 )

“Mr. Brown. No. After. ‘ e

Mr. Liovp. That’s ﬁne ‘

-Mr, Stam R -

STATEMENT OF T. LEE STA.M

Mr Sranm, I am in the patent ﬁeld and: speclﬁca,ﬂy I am going to
zero in on just one facet of the overall subject matter of this groupy
namely, the use of patents, the transfer of technology, It works out
that the majority of the patent licenses that I am responsiblg for re-
late to patents acquired by Cal-Tech-and the nature of the technology.
is such that the opportunities are greater for small business-than for
large companies because most of our inventions are in high technology:-
They represent small potential cash flow opportunities, and it devel-
ops that if you deal-with a major corporation it won’t look at a new
product that doesn’t have a tens of millions cash flow sales potential,
whereas for small business sometimes the creation of a-new product
haying maybe a $1OO 000 annua,l cash ﬂow potentlal can be good for
its growth.

So,.our relatlonshlp to the sma,ll busmess area is that to the extent
that our patents are used to induce people to invest in completlng the
development, marketing them to small business is a key factor.

In order to tell you where we come from, I guess I ought to explain
to you Cal-Tech’s policies and history in this regard. Way back in the'
1930’s Cal-Tech recognized: that patents were s means of transferring
technology and could be used to induce prlvate nsk cap:ltal mput to
placing new products on the market. © -

By ‘policy, even though they said “We Wlll ma,ke 10 TNOTRY on’
patents,” the stated policy was that they would acquire patents and
seok to license them: It developed that this could become embarrassing,
because in.order to pay for the program they had to charge a royalty
on the things they did license, and if they ever-hit a block-buster they
were- going to be.in breach of. their own policy. So- the policy was
changed. It now:says that we recognize that the primary function'is
to ‘rra.nsfer the-technology, but if we ma,ke any money we w111 spend it
* only on fostering education and research. - '

Now;- Cal-Teeh in this rega,rd is & very small a,nd prestlglous, I
think, educational institution.of about one-tenth the size of Cal Poly."
We, have just’ 1,500 students. ‘But ‘we:operate- Jet Propulsion- Labora-
tory..:We are in "the space program. We do between a quarter of 4 bil--
lion-and a third of a billionin research-annually. It is all highly basi¢
research on the campus-and space-oriented research at JPL. go, the in--
Ventlons we- have are h:tgh technology, except for a few exceptlons I
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would therefore never be in a position where they mlght know-
ingly contribute to suppression of the develdpment of a neiw
product. 1n favor of a prior establlshed commerc1al p051tlon.

Wlth these unique aspects in mind, I 'would like to: dlscuss
the legal aspects of university conducted funded research,
including’ the legal aspects and the problems involved in tech-
nology transfer by patent . llcen51ng. In recent years, congress
and the agencies have taken notice of the special position of

- univergities and non- proflt research laboratories and have, in
fact, made .concessions to the differences  between thém and
1ndustr1al contrdactors. - However, there are still uncertainties

. and problem areas, the greatest of which is the lack of uniform-
ity of policy amongst the various: agencies concerning the dis-
position of tiftle to inventions created in the performance of
research funded by Government: Thus, despite a succession of”
PreSLdentlal messages, which sought to standardize the Government's
policy on the granting of rights to contractors, and i spite of
the evolutlon of a GSA standard on the subiject, there is a’ good
deal of variation in the application 'of such guidelines so that;’
in fact, each agency appears to have’an 1nd1v1dual pollcy dlffer—"

. ing from that of many other agencles.

DOE, DOD and NASA all have programs  for con51deratlon of "
waiver of title to the contractors; w1th dlfferlng results,
based on subjective decisions of the’ persons or groups who make - -
thesea dec1$10ns for the varlous agencles.-- TR

NSF and DHEW agencies have Instltutlonal Patent Agreements
with many unlve:51t1es which permit the unlver51ty rather than
the agency to decide whither it will™ take tltle or not.

These variations in policy and the varying degree of
uncertalnty 4s to whether or not & university will actihally
acquire title to patent properties can result in a good’ deal of
delay relative to efforts to transfer technology to the private
sector so that the public may benefit from' the'use thereof. The
Bayh-Dole Bill ($414); if it’becomes" law, will standardize
Government patent policy insofar as it applies:to- universities
and small business and, by leaving title with such entities,
create ‘'@ much healthler atmosphere for possible  early use.of
new technology by the public. Otherwise stated, if universities
and small business knew immediately that they had the right to
do so, they could begin to seek manufacturing' licensees at an
earlier date and could deal with such lidensees with a firm under—
standing that they ' had the right to do so. At the present time; |
in order +o expedite the introduction of new products,:Caltech .. °
often begins to seek licensees for inventicns of DOE; DOD" and: NASA -
origin, even before it knows that it will acquire title ‘to : -
patent properties, gambling on the possibility or probability
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ments; which are granted to'qualified universities and which allow the
university to decide whether or not it wants title and feels it can trans-
fer technology. " '+ e L e
~"DOE, NASA, and more recently, DOD, have fairly restrictive re-
quirements, ‘soretimes in" their énabling legislation, which require
them to take title, and under which they may waive title back to the
contractor. Small business runs into the same things as universities do
in contracting with the Government, and are subject to these varia-
tions in how the Government agencies apply the same rules. -~

DOE and the agencies from which it-evolved have traditionally been
extremely tough. You just can’t easily and quickly get title to an in-
vention. Griven the ‘same set of circumstances NASA is much more
liberal: DOD is in' g state of flux. They rewrote the DOD regulations,
a Tew years ago to make them more difficult than they had been:

‘There is no uniformity. 'We have to deal on a different basis with
each’'one of the Government ageticies. = SR o

‘We hope the Bayh-Dolé bill~~Senate 414—will be passed, because
it will resolve these difficulties, and we will be in'a position from the
very beginning; when we become aware that there is an invention, to
go out and try to get somebody to put it on the market and create jobs
and help the economy.- ~ =« " o : o

‘ At-any rate, in connection with- all of this, there is, at present, a lack
of uniformity, It is probably caused by what I will call a sort of para-
nola, if youwills 0 e e

“There is strong sentiment throughout the country, in consumer-ad-
vocate groups, ‘and in’some congressional quarters that_inventions
which are funded in part or in whole by Federal' Government should
be, one way or another, in the public domain and available to anyone.
People holding this opinion believe that, if 4 rovaltyis paid, the public
somehow ‘pays twice for an invention and that this is inappropriate
and shouldn’tbe; - -~ .. oo CoT e e

“Well, the fact remains that if'youknow anything about patents you
must disagree. In the first place, I thirk these people don’t understand
how pateénts can operite to assist the national economy. Second, T
think they place an out-of-proportion value on inventions of the type
created -in the performance of basic research or 'aérospace research.
Patents operate, throngh the protection of an exclusive license, to con-
vinee people to make the investment necessary to create a commercial
product out of a project, and T think that the people who advocate
simply ‘putting inventions into the public domain don’t understand
that at ail. : o LT

Moreover, and for thesame reascn; thére appears to be a tendency
to:give great value to these nfinished inventions. The way T look at it
I think there is a bridge that has to be crosséd to move an invention
from the laboratory:to the marketplace and these people are over-
looking the fact that the bridge is there. Accordingly, they attach
great value to these inventions. These highly vocal people, have, I
think, created a kind of fear within the agencies that they are going
to have to explain and justify to ‘such people if théy givetitle to one
of these inventions to anyorne. T think ‘this is counterproductive, and
I think it needs to be fought. I would hope a majority could come.to
understand the business requirements and the realities of what patents
can do in moving innovation into the marketplace. - e
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1. The inclusion of dlfflcult, complex and restrictive
patent clauses in substantially every grant and con-
.tract without appropriate regard to the nature of

'the work to be performed.

2. Reporting requlrements whlch lead to premature flllng-'.'
oof patent appllcatlons. )

3. Pre—occupatlon w1th preservatlon of rlghtsrln fore1gn”'i~*
patents. 2

, As to the concept.that the Government-is buylng inventions -
rather than research when it funds a basic research project,

this is a fallacy. Inventions, if there are any, are 1nc1dental
fall-out. What the publlc paid for was the resdéarch -and not’

the invention. What is most important is that & new and improved
product may have been made available. If the charge of a-rea- -
sonable royalty is necessary to support the pateént program (or
help support a UnlverSLty, for that matter) the publlc beneflts."

There appears to be a ba51c mlsconceptlon concerning the
value of the patents involved. Except in rare instances, in-

_ventions resuliing from Government funded®reséarch are not

market ready. A manufacturer seeking to commercialize is
normally - faced with somé or all of the problems relating to
redesign for the commercial market, tooling, developmentof
manufacturing progedures, debugging, market surveys,-etc.
Accordlngly, very few of the patent properties involved repre—
sent "give-aways." Although they may present opportunltles,

they generally are high risk investments. The probklem in
technology transfer is to understand the size and nature- of

the private risk capital investment necessary 0 move the
technology to the marketplace and to convince industry that

the rewards of a successful commercialization make such - -
expendltures good 1nvestments.' There are seldom-any “"give- =70
aways." T S e AR

It foilows from'the preceding ‘paragraph that it may bé
a gross mlsconceptlon to consider that patents created in the -
course of Government funded résearch should be "made available
to everyone-" This view does not také into account the risks
involved in moving technology (particularly high technology)
from the reséarch- laboratories- to the marketplace. In the-
absence of some protectlon, ag in the f6rm of 'a peried of
exclusivity under a patent, the investmént necessary. to bring
about commercialization will simply not be made by anyonei - :
The groups advocatlng procedures which would place- ‘gach* patents
in the public domaln fall Eo recognlze the 51gn1flcance of patentf'

66~228 0 - 81 - 32
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in the United Statés we have a 1 year grace period in which you can
file a valid U.S. patent 1'year after publication, public use or sale. In
most foreign countries, the important ones, if you publish 1 day before
the filing in any one of the countries that operates under the Geneva
Convention you can’t get'a valid patent. So in order to protect these
foreign rights we are compelled by certain agencies to permit the
agency to conduct a review of every proposed publication before re-
lease. This sometimes takes a. long time. - S
“Now, the réview itself wouldn’t be bad if they would let it be done
by the contractor, since we could give our péople a 1 day turn
around and thus quickly release any proposed publication not eon-
taining patentable subject matter. If there is something potentially
patentable in a proposed publication without regard to values or with-
out regard to whether anybody would waste the large amounts of
money required to get foreign patents we still would have to hold up
that publication until somebody takes patent action. =

We had one case in which one agency withheld the right to publish
for 114 years, trying to make up its mind as to whether or not it was
going to file an application. In order to obtain a release and permit the
poor researcher to publish the results of his work, we finally took some
of Cal-Tech’s own money, and filed a patent application ourselves.

The real answer to all of this, as T look at it, is that, in publications
involving basic research, and the kind of research some small business
performs, in looking at 100 potential publications, might find perhaps
1 that has a reportable invention in it. Of the reportable inventions
found, there are probably less than 10 percent which would warrant
foreign filing. So it develops that we are delaying publication of 1,000
publications on the small possibility that 1 or 2 might warrant foreign
patent action. Somehow the cost of administering this prepublication
review program, in ageneies such as DOE when they insist proposed
publications be sent to them seems unjustified. They have to have a
large bureaucracy .and people who ought to be doing more important
things administer all this, and I really wonder just how much money
is being wasted on the protection of very small values. .

If T were to make any recommendations based on those things I
have said I guess I would recommend, first that efforts be made to
develop truly uniform and mandatory patent policies. GSA came out
with standard regulations that favor most of our points of view and
suggested they be uniformly adoted, but they are voluntary. I don’t
know of a single agency that adopted them. . F T .

‘Second, Government should ease requirements for the early report-
ing of conéepts and maybe develop new standards as to when an inven-
tion should be reported and when decisions have to be made. Currently,
and awful lot of time and money is beinég wasted on the attention given
to unproven concepts and on the filing of worthless patent applications.
_-And third, there ought to be a provision that certain. types of re-
search should not require publication review because the nature of
the research is such that the possibility of an invention and/or the
. possibility of Toreign filings is remote. This would cut down a good
deal of cost and a good deal of aggravation. In this connection, there
ought to be & simplified prepublication review requirement. .

And, as a last recommendation, I’d suggest that terms and conditions
for basic research grants and contracts be simplified. Many of our
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As a result of the V1ews helﬁ in some; quarters concernlng
what I have alluded to as "mlsconceptlons“ there have; been.
pressures .on admlnmstratlve agenc;es and. the. Leglslature to
evolve hlghly restrlctlve rights. in data. and patent rights
clauses. Such restrictive and difficult provisions .and all.
of the admjinistrative requirements thereof .do.not appear to.

. be justified in the majority of the cases in which they are.
applied and it would appear that the amcunt of expense..and
dlfflculty involved in the administration of such contract..
provigions are totally ocut of proportion, in: many respects,
the values, sought to. be prctected.. i :

It is a fact that a vast majority'of basic research'Qrants
and contracts are ektremely unllkely to result in patentable
inventions. = Moreover, .it could probably be accepted in advance
that if. 1nventlons warea created in connection. with such projects
they could hardly be of commercial significanece. or warrant con-
cern about protecting forelgn rlghts.. Some examples of such
projects which come to mind might be {1) the conduct of a. survey
of population growth trends, air pollution or the dike;. (2}, the
monltorlng of seismographic. 1nformat10n an pre—exlstlng instru-
ment installations; (3) the development of mathematical theories .
or models, etc. It is entirely out of perspectlve ‘for projects
such as these to be encumbered with the full b01lerplate relat-

ing to patents and with the administrative and reporting duties. ..

attendant to patent administration.. It would. appear that the
greatest beneflt to the publlc would. accrue from a s;mple pub—Q
lication of .the. results of such pro;ects.r_ .

F: second dlfflculty w1th the patent clauses resultlng
from fear of losing rights are reporting requirements which
contractually obligate the contractor to report inventions
within six months of conception ox reduction to. practice and
which forge. the contractor. to make almost 1mmed1ate decisions.
concerning whether or not to seek title to the inventions. and/. - .
or to file patent applications: The fact is that it is almost
impossible.-in. most cases,.to: evaluate or even. senslbly report
an invention within. six months of, conceptlon.. The result of
belng compelled to try to do .so. is.that 1mportant and. expen-—
sive decisions must, necessarlly be made before the . true merit
of the invention is recognlzable. ‘Moreover, the Government,
and in our case, sometimes. the university, is left. open. to
embarrassment by premature publication of. such concepts, 1n
those 1nstances where they turn. out. to. be not feasmble.'

A further out-of—proportlon effort on the part of
Government which is forced upon. contractors. is the preoccupa— .
tion of Government with, the protectlon of forelgn rlghts in
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: T, L. STAM-
"PATENT OFFICER

'CALIFORNTA INSTITUTE OF TECHNOLOGY |

LEGAL ASPECTS OF GOVERNMENT PATENT POLICY
AND THEIR RELATIONSHIP TO THE UNIVERSITY
" COMMUNITY AND TO SMALL BUSINESS

Any overview of the. Government's role in the support of
research must be concerned with the ultimate benefits .of such
research. The' prlmary and direct result of basic research is.
the advancement of man's knowledge and the increase of his
ability to understand and utilize natural phenomena. ‘However,
of increasing importance is the guestion of how the results of.
such research and of the advances made can become useful to the
general public in the form &f the avallablllty of new and
improved products; in the benefits to be derived by the public
ir using such products; and in the economic advantage in employ-
ment and profits derived from their manufacture. The process of -
nmoving new technology discovered in the course of research into
the public and economic sectors has been termed technology trans-
.far., Such transfer and ultimate use by the public may be brought
about, at times, simply by dissemination of the results of the
research. However, where private risk capital investment is
necessary for the completion of development and marketing, the
protection offered by patents becomes an essential ingredient.

I intend to limit this paper to a discussion of that portion of
the technology transfer function which relates to patentable
inventions; the disposition of title thereto, and the utiliza-
tion of such inventions in making new products available in the
marketplace,

While many of the factors to be discussed relate in a
general sense to all Government administration of patent matters,.
I intend to emphasize the university position and role in this
function, based on my experiences as Patent Officer of California
Institute of Technology, and to discuss the involvement of small
business. It is my intention to look at the guestion of tech-
nology transfer from the point of view of the university com-
munity and te point out some of the problems I think exist in the
present policies, regulations and attitudes of the various
Government agencies in connection with the technology transfer
process. ' ’

It should be understood that universities are unique in
their relationships with Government in the areas of performance
of funded research and the transfer of technology to the business
sector, respectively. In contrast with industry, universities
are dedicated to the free and early publication of the results
of research rather than the suppression thereof for profit pur-
poses. Universities differ also in the area of technology trans-
fer (by patent licensing)} in that licenses are normally geared
to insuring appearance of new products on the market; to foster-
ing competition; and to guarding the public interest. Insofar
as new product development is concerned, universities are not
in commercial competition and accordingly, are not concerned
with competitive aspects such as might exist in industry and
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STATEMENT OF WAYNE WILLIAMS

Mr. WILLIAMS I W111 try a,nd make ‘my remarks short and to :the
pomt
It ig a pleasure to be here to testlfy concernmg the phght of small
hlgh technolocry firmis and’ their 1mpact on 1nnovat10n and produc-
tivity on our national economy, =

The problems that we see most often, as Mr. ng has mentloned is
the lack of managenal capability, the lack of understandmg on the
part of the inventor or innovator of the entire process going from
development, to commercmhzatlon, and the lack of capltal avalla,ble
to these individuals. o S

I wish I had answers to them. o o

Mr. Lroyp. Well, we are going to be askmg some questlons We are
very pleased to have this panel of ﬂ eTSONS, obvmusly capable and un-
derstanding of the problem. I think that we may even have some an-
swers up here. I know that there.is some legislation which COngress-
man Brown: will address. lnmself to, and we will hegm with questions
from- Mr.. Lujan. - . S -

. Mr. Luiax. Thank you, Mr Chalrman '

.. T only have one question as to how,. what you gentlemen feel would
be-the best way to go. At our hearings the last time we addressed an
alcohol fuels program. It seems like it is 2 program where the tech-
nologies people can build. alcohol fuel plants, but the fellows that
have the raw materials, one, don’t have the information as to where
to go, what kind of a plant ig the best one, and, second, although we
have from.the. Department of Agrmulture a. loan, $100 million .in
loans, for that purpose, only $1 million, has been lent out. .

So the problem is, of course, No, 1, of getting the information,
No. 9, the men. that have the.raw: matema.ls, and second some vehicle
for him to find -out-about the financing, .

“Maybe the two-of you on .the end, Mr, Klng and Mr. Wllha,ms,
can ‘address each side of -it, one, the’ technology -end of it, how we
could get it to that farmer we will say, and, second, how We get th1s
information, ﬁnancmg information, to hlm

“Mr. Kina. I would, one, would like to raise the financing end, and_
because we have seen snfmlar situations right in. that particular, area,

Of course, right now one of the problems is:the interest rate..

Even with' the : guarantee- programs . we aré: mow seeing: tha,t the
various agencies aTe only allowing a“half over prime. - :

Automatically the banks say hey, we don’t deal with a’ half over
prime, and the businessman is looking at it from the side how can I
afford to pay 21, 22 percent; especially where in a number of the

 funding situations for pilot situations are relatlvely small They -are

small grants. "

Funding for an economic and viable operatlon that is gomg to
crente s Teturn‘then there is an equity requirement that exists from
the standpoint of the investor, the developer, that many times carries
with it the requirement of continuinig guarsntees, the individual is
being required to put up everything that he has, and what this does
is it creates a stigma of failure that we have in-the form of our bank-.
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that the Government will waive title., It is our understanding
that most research grganizations d6 not do so and may delay

even the filing of a patent application until after the guestion
of title disposition is resolved. If the Bayh-Dole bill should
become law, existing problems relating to title disposition will
be alleviated. However, the Bayh-Dole bill is not yét law, and
it is likely that many of. the present attitudes and practices'
will continue even if it is signed into law. Accordlngly, the
following discussion attempts to analyze the reasons for the
difficulties involved in the adwministration of Government patent
properties and some of the factors which have caused the
uncertainties which presently exist and which may continue to

be a problem even if S414 should become law.:

Uncertainties as to the dlspOSltlon ‘of title are apparently
due to what mlght be termed a lack of perspective in some
quarters concernlng the values involved. and concernlng how best
the public 'may be served by bringing about utilization of the
fruits. of the CGovernment supported research. These are reflected
in what. appear to be out-o f—perspectlve concern with patents in
the contractlng for research to be pexrformed for the Government’
and in failure to properly understand how patents should be used
I would- like to expound on. those areas. .on which I think the .
policies, regulations and- admlnlstratlon of patents resulting
from Govermment sponsored research are based upon inappropriate
concepts and are counterproductive in result. Some:of .the
factors tendlng to cause out of perspectlve handllng of patents
seem to be: S

1. tMlsconceptlon concernlng the purpose of Governm3nt
‘funded baSlC research.

2, _Mlsconceptlon concernlng the value of the patents
involved. B ; ..

3. Fallure to recognlze or accept the fact that maklng
patents available to all may have a negatlve effect
on -the transfer process. . . - . .

4. Fallure to accept as a fact the dlfflcultles 1nvolved
crine Government operated llcenslng programs._ .

These factors, “and the. resulthg pressures on edmlnlstra—.
tive agencies have resulted in regulations.and contract terms
and conditions which are out of perspective with:reality and .
which, in many instances pose difficult and impractical require-
ments’ on both Government and the contractors. Some of these
requrements -are: A o



4856

trend in the economy and:inflation, and all of these can-be rela,ted in
some way to the inadequacy of the patent law, a,nd we are’ movmg
toward some legislation 1n this area.

The Science and Technology ‘Committee will consnder leglslatlon
in the nlclaxt couple of weeks The subcommlttee has already reperted
out s bi

The hangup stems from tha.t attltude of paranoia that’ vou ‘men-
tioned on the part of some other parts of the Government, Including
I think to some degree in the Judiciary Committee, which ‘also wil
have to review any. major changes‘in the. petent leglsla,tmn, and we
are trying to work with them to overcome this paranoia and focus on
the real economic significance of what we can do here to improve the
system, and one of t%:u things that I would like to ask you is' whether
you or others with the same type of a concrete experience mlght be
able to testify before the Judiciary Committee after our committee
hag acted favorably on this legislation and perhaps give a little extra
impetus to getting some action in tha,t forum n the %longress :

Mr, Stam, Yes, sir.’"

Mr. Broww. Mr. King, I have been mterested in the operatlon that
you have for a number of ears: I guess it stems fmm the technology
utilization program at NASA. :

Mr. Kiwng, Had its begunmng, yes

‘Mr. Brown. Can you give me some 1ndlcat10n of how your fundlng
has progressed ‘over the years and whether you have competence or
the resources to ‘engage Iri any what' you might call”extension type
work? Are you able to provide competent personnel, field personnel,
to work with small business and to; utlhze the 1nformat10n tha,t you
generate in your system there? -

Mr; King. OK; not from a standpomt dlrectly of the NASA Indus—
trial Application Center. . - '

However, what we are doing- is in our umversﬂ:y eenter Whlch
works on ‘a oné-on-one basis witly the small businessman, and.: also the
same thing within our Trade Adj ustment, Assistance Center; we estab-
lish a line item in those centers whereby they then can use the’ serv1ces
out of the NASA Centéer, and itis on a fuinded basis:

The fact we hive been suggesting to NASA and to’ Commerce, to
the SBDC _programs; the technology commercialization center pro-
gram, the business development center program that each of .these
programs should have a line item within their contract to utilize the
mformational services that are-available from the NASA sector, be-
c:ituse they a,re the one that is dealmg on’a one-on- one basis’ Wlth the
client. :

* The higgest cost in most of the assmtance programs is the cost of
outreach the cost of identifying people who do something: for, and
‘the adrmmstratwe cost, and we have to look at instead of creating a
lot_more of ‘small centers of centralizing resources and having local
tepresentatlon that then identifies the needs, and you have got the
resources.in the centralized, efficient basis that they cin’ relate to,
Unfortunately we see that doesn’t happen. Each egeney Wants to do
its own thing, .

Mr.. Browx. Well, ‘T have been recalhng mora often’ recently the
Rederal Governmerit's ﬁrst experlence w1th technolcgy transfer 8ys-
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protection in bringing about the availability ©f new and im-
proved products on the marketplace, :

. Related to the guestions of the value of patents and the
-availability of exclusive licenses is the role which can be
played by small business in the entire technology transfer
process. -It must be realized that insofar as the development

-of new products is concerned, large corporations seldom have
interest in new products having sales .pctential or cash flow
potential less than millions of dollars annually. The nature
of most of the inventions resulting from basic or space i
research are such that such potential markets are seldom, if
ever, involved.. However, when an invention of apparent merit
is recognized as having market potential as iow as $100,000
per vear or even less, the development of and marketing of ]
such inventions may be of .major importance. to small and moderate
sized businesses. At Caltech most of our inventions are of this
nature and most of our license agreements have been with, small
or moderate sized business, resulting in useful growth for the
business establishments and in the appearance of new high tech-
nology products in the marketplace. It is considered. that this
is a very significant facet .of the technolegy transfer process
and that greater importanceushould be given to it. .

There is a mlsconceptlon or 1ack of perspectlve concern—
ing the relative merits of Government versus Unlverslty pro-—
grams in the .licensing of new technology. It could be argued
that retentlon of title by the Government and licensing by the
Government could achieve all of the advantages of licensing by
the University and have the further advantage  that management
of such licensing might be more in the, .public interest’ if man=-
aged by Government employees. .The fact remains that. Government.
efforts at licensing spin-off inventions. has been totally
unsuccessful for.a variety of reasons. I do not know the degree
of success Government has had, but I do know that at Caltech,
for example, we have succeeded in effecting license agreements
involving almost 40% of the patent properties to which we have
acquired title. .1 am -certain, . from what informaticn I can
derive of. the Government effort, ‘that its percentage is.much
lower.. ; The reasons for this.are.that the Government portfollo
is so large as to be unmanageable whereas individual unlver—
sity portfelios are quite small. What is more lmportant the
large Government portfolio must necessarily be handled on a
passive basis whereas smaller portfolios may: be personally
and aggressively promoted. Moreover, at most universities the
inventors mey-become involved in both finding a licensee and
assisting him.in his efforts and are motivated to .do S0
because it is the practice at most universities to give the
inventor a portion of any royalty income developed.
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- Have: you any comment that you mlght oﬁ'er on sumethlng of
: that sort?-

Mr, Kine. I understand that there has been some p110t progra,ms
and that have dealt with satellite use as 1t reIates to the transmlttal of
- the'printed materialitself, ‘

i MriBrowx. Yes - oo o s

Mr. Kmvg: Now, that Would be of major advanta, e. From the
. standpoint of a comparative use of satellite as compared to telephone
. lines, et cetera, I really have not Iooked at 11: from What are the cost
' relatlonsh1ps standpoints.” -

. “Right now it is so fast, anyway, you really Wonder as to What the
. improvement would be.

-~ Mr. Brown. Well, T don’t think it would improve the speed It
- might improve the cost if there was 8 suﬁiclent Volume of Enmll&r_

type information. R R
. Thank you. :
Mr. Lroyp. Thank you very much and I thank the panel for belng
- with us this morning, * - L _ e
We will take a 10-m1nute brea,k
[Récess.]- ' SRR
. Mr. Lroyp. I am sorry. We have been a httle slow I hope We can
. makeup the time.
 :Mr. Lusax. Wecan keep the questxons short
'Mr: Lroyp, Oh, no. Not at all. T want to hear from everyone
- As soon as ‘she sits down, the Chair will recognize Elaine. Donald-
. gon, and we say welcome to all of you. I am, very plea.sed to see you
. here today, and I thank you for joinihgus. ™ -

I know that Elaine has some comments to ma,ke AsT remember,
she was a participant in the Small Business Conference back in Wash--
ington, D.C,, as were others T believe. Phil Schlosser, who - Wlll be
; tostlfymg, Wa,s elso ba.ckthere,you maybegln ' O G

STATEMENT OF ELAINE DONAI.]JSON

: Mrs DONALDSON Thank you, Congressman Llovd a,nd may- I say .
. to you gentlemen welcome to California, and T am dehghted you have’
- been going. around the country and partrcularly pleased that you came
. "n’our -area,: ;
I think my real value in appearing before you today lies not in my'
expertise inthe atea of science or technologv but rather I believe in,
my involvement over the past: 18 years in the growing of the small:
business from scrateh-and the other side of the comn 16 years of eervmgf
. In a local elected capacity, 4 of them as clty councﬂwoma,n and 2 of"
. them as mayor of this city of Covina.- _ :
. "My husband-and I started our own- 1ndustr1a1 Supply busmess in-
1962 with $5,000 and 400 square feet: of buﬂdmg space and 2 em-
. ployees, my Tusband ‘and I. We now have 17 employees and 4,000
! square feet of bulldmcr space, and the last ﬁscal year We grossed $2
comillien.: o Y ’ ;
. Now, that is not really a blg deal in_the business World but we
. are prond of 1t espeelally that we have created 1obs for 17 people
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ruptey and from the standpoint of social actions,.and yet every time
aloan that is made we require these continuing guarantees, includes
their homes, all their assets, everything that they have. .

Now, I think this is especlally critical as it relatesto R. & D.

- Mr. Lggan, Well, that is the problem. You are stating the problem.

What 1 want to knovw from you is in your center do you have the
capability of punching a button and telling the farmer this is the
kind of a plan that you need because you have waste or you have some-
thing else. That is what T wis trying to find out.

.. Mr. Kixg. From a technical standpoint we have the capablhty of
bemg able to provide to the individual where the information is, how

‘it can be gotten. We can get it for him in a prmted format 1f it 1s
available from that standpoint.

We can identify who the people are WhO are Lnowledgeable a.nd
pr ovide them with the list of names. _ : _

So from that standpoint, yes. .~ '

Mr, Lusaw. Do'all these other centers’have that cap&blllty 3

Mr. Kine. I would say in riost cases. Now, they all will from‘the
standpoint of the computer information’ side, We have also what we
call a tech coordinator system. In our case it is Dr. Goldbrand 'at
Ames Research Center. His task is in identifying the information that

does not exist in a published or printed format. Phone interviewing,
he has a list of experts all over-the country, be it within NASA Re-
search ‘Centers themselves or the Bureau of Standards or other Fed—
era,l agencies, private companies, uIllVBI‘SltleS et cetera .

56, yes, we have both sides.

- Mr. Wiiriams, The SBD(s - worklng through the SBA do have
the capability of taking this a step further into the operatlonal stages,
helpmg the individual sét up these things. - -

Technically we don’thave the ty%es of background from-—-from the
busmess standpoint‘we do-have the background. We have: one problem
in the way SBDC’s are funded: It is’a set amount per State. Nevada
would receive the sime amount that California-would regardless of
the impact. From the SBA’s standpoint they don’t differentiate be-
tween ‘a shoe store or a deh and. a hlgh technology manufacturmg
firm.

‘Theré is aleo-a problem in gettmg into-a ﬁrm on a long- term basis.
Unfortunately SBA’s—or:SBDC'’s are pretty much a direct reflection
of the SBA, a,nd I have a lot of respect for these people naturally,
but direct reflection of the SBA ; the type of work that the SBA gets
into is oftentimes very superﬁcml They expect SBDC’S to do the same
type of thing..

It is very difficult to get 1nto long—term re]atlonshlps that are really
the type of work that is necessary in these areas. S

“Mr, Lorax. Thank you. o .

Mr. Lroyp. Mr. Brown?

+ Mr. Brown.: Yes..

~Let me comment brleﬂy a,bout the patent 51tuat10n, and then I Want
to say that I'very much appreciate the testimony of Mr.. Stam and the
comments based-upon-his actual experience.

The time.seems to be-ripe for some chan:res in. t.he patent sﬂ;uatlon,
primarily because of our concern with the productlwty and down-
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Today, however, it is becoming more and more clear to more and -
more people that the American economy has not exhausted its capacity-
for growth, that in fact we are probably a largely underdevelopéd
country, and even more 1mportant. there is a gathering realization that
public policy basically designed in a desperate time to deal ‘with the
set of bewildering and unprecedented short-time cireumstances and in
the long run produced the very conditions that they set out to correct.

1 believe that today after 50 long years of deep changes occurring
and- that finally a pro‘enterprise revolution is gethermg momentum.
We seem to be talking about revolution this morning, * ' ™

We had some remarks a while ago about the information revolutmn

I'believe that we have a pro enterpnse revolution.
" Let me tell you why I believe that. As my husband and T gradua.lly

came through those early years of struggle I became a champion of
an advocate for the small business owner, the enterpreneur, if you will.
T have worn many hats. In 1976 as mayor of my city and as a member
of the advisory board of the business department of this university I
was invited to a luncheon on campus and had the good fortune of
- meeting Midge Koblinsky, who was then Director of the Small Busi-
~ ness Administration. As a result of that meeting a few wecks later I
was appointed by Mrs, Xoblinsky under President Ford to the Na-
tional Advisory Council of the SBA as a member at large.

1 have been reaffirmed threetimesby Vernon Weaver and the pres-
ent administration. My present term extends to October 1 of this year,
A few months later as a result of my Washington involvement I was

asked to serve on the newly formed U.S. Chamber of Commerce Small
Business Council. I am still an active, memberof that 60-man group,
and I'served as chairman of their committee for the White House Con-
ference on Small Business in Jannary of this year. '

I was also a delegate to that conference ap ointed by Vernon
Weaver. Arthur Leavitt, Chairman on the Commission on the White
House Conference, asked ne to serve on the seven man task force on
inflation, one of elght task forces that prepared optlon papers for the
. White House Cornference.

I made three trips. to Washmgton with that ha,rdworklng group
During July of last year I was invited to the Rose Garden by President
Carter to witness the signing of his new Executive order concerning.
the express needs of women m business, an action a long time in com-
- ing and much of it is still to be implemented. :

- Allin all Tmade eight trips to Washmgton last, year, 1nclud1ng the
. White House Conference. = -

- Tt made me decidé T never want to run for Congress from. the State[\,
. of California. It isn’t all that glamorous. '

The action and the enthusiasm there to bring new life to the small
business community was unmistakable. Trade organizations, sich as
the National Association of Wholesaler Distributors and business
- groups such as the NFIB are becoming increasingly active in the advo-
- cacy ground as well for small business, and I am sure you probably
 heard at different times that in the State of California the State
- chamber of commerce has initiated a small business committee, of
- which I am a member. All over the State they are promoting and
, selling the idea of local small business councils. . -




" In the beginning I am afraid we had more guts than know-how,
and now we have more know-how than guts, primarily because the
years have taken their toll. . _ o o
"I can talk blithely about the beginning and happily about the pres-
ent, but the years in between, particularly the early years, were some-
times tolerable and at the worst sheer torture, lack of capital,

- burdensome Government regulations, Government-employees at all

lex:fls who were at the best uncooperative and at the worst downright
rude. L C e
Now we are in the more successful years we face mounting inflation
and unbelievable interest rates and the constant threat to product lia-
bility éven though we only sell industrial supplies, We don’t manufac-
ture them. o - o I
. Incidentally, as I look through all the background material; I didn’t
gee product liability mentioned at all, and I do think it has something
to do-when you are developing your products. . R
-As the mayor of my city I became acutely aware of the strong need
in our Ameriean society to undergird the efforts of our business com-
munities, particularly small business, and & continuing effort to keep
our tax base strong and viable and to be less and less dependent. upon
State and Federal funds. .- : :

This indeed should be your thrust for small business. Guide us. Don’t
regulate us, (Give less government, not more, Listen to us. Don't preach
to us. We have been through it, We have copéd with taxes and OSHA
and more and more Government forms that cost us an arm and a leg
in time and money, : TS e

You have heard this béfore, T am sure; and I noticed in the back-
ground material that my good friend George, who gets abalone at
Monterey talked to you and testified when you had your first meeting
in "Washington, and then you also have heard from Mel Stewart, also
my good friend, who is a friend of all small business. Both of them T
think are completely dedicated to the basic American premise that
small business 1s indeed bagic to our U.S. economy: -

Let me go back in history for a few moments and relate an incident
I think you might find interesting that was told fo me by Arthur
Leavitt, chairman of the board of the American Stock Exchange,

In the autumn of 1982 a Presidential candidate stood before an audi-
ence and presented a far-reaching analysis of America’s economic

plight. .. : o o I R

En‘ierica’s era of growth he said was over. Qur task now he said
flatly is not discovered or exploitation of natural resources or produe-
ing more goods. It is the sober business of administering the resources
and plants that we already have at hand. More growth he continued
could be dangerous. The American-economy, which in 50 years has
lifted a whole nation of immigrants from poverty had finally reached
the winter of maturity. Qur headlong pursuit of production had gone
too far. Now he said the problem was something new and unfamiliar,
something called underconsumption.. .. ... ...~ Cose

That speaker’s name was Franklin D. Roosevelt. Less than 6 weeks
later he was elected to.the Presidency, and what he told that original
audience in 1932 became. the basis of nearly a half century of public
policy. It was in a sense a declaration of a curious 50 years war on the
enterprise system.
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Lawine W, Donaldson
966-0671

Subcommittee ¢n Investigations and Oversight .

My realngalqg_in{ggpegging beforé.yourtoday iies not:‘l
in my expertise in the area of Science and/or Technology,
but rather, I believe, in my involvem%n;_over the past 18&.
years in grqwingza'sma;lubus;pesé from scratch and the .
other side bf the coin--16 years;of éerving in‘a local. .
elected capacity fqu:,oﬁntﬁem_as{a‘citynCounqilwomanfand
two of them‘as-Maypq,qfft@g.Ci;y of -Covina.. -

Mf‘husband_and I started our own_industriq}‘supply'
business in,l962 with-$5000, 400 square ft. qflﬁldg. space,r;?
and two employees, He.and I. We now_.have l?,emgreyeeéb;

4600 sqda;e,feeﬁ_qﬁ.bldg.:sgch_and last £iscal yéar;we_J,
grossed ‘two million. :

Now that's not really-a.big.deal in theybqsines%.wq;ldf-
but we are proud of itr-especially that.we have created jobs
foé 17. people. 1In the beginning I'm afraid we had more:guts. . .

kthan know-how. . Now we have more know-how than gu#s;fprimgrily__, 
becauge the years have taken there toll. I can talk blithely:
about the beginning and; happily about. the present—fbut-the.;,
years inubetweenn—pa:ticqlarly the .early years——ﬁe:e at thé
best toletable and at the worst--sgheer torture! . Lack.of,
capital, burdensome government regulations, government employees
at all levels who were at the best uncooperative and at: the

worst-—downright rude, Now, in our more successful years we
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Product liability law reform, which-as I stated before I think ig of
particular importance to you gentlemen, is of particular concern: to
the small business owner. I am vice chairman of the California product
liability task force, and we are working this year to limit seller liabil-
ity wherever possible, is a real problem for those in-my type of busi-
ness, and as I said, certainly should be of concern to you. '

The kinds of organizations that are becoming interested.in that last
point I might say I spoke to the Los Angeles Industrial Distributors
Association regarding the new laws that are being promoted not only.
- at State level but at the national level, and that organization alone
represented $126 million in gross sales in Los Angeles area, and it is
something that they are tremendously concerned about, and I think it
is a rising tide. S T

~Yes, I find in final terms a pro enterprise revolution has come to
pass. People and legislators.are beginning to see that growth, be it in
Innovation or technology or small business in general, is not something
that can be legislated or contrived. We cannot produce innovation the
way we produce sausages. It is then not the product of a plum but of
an attitude, a climate tolerable of enterprise and innovation. Growth
begins when people are free to find new paths, That is my basic mes-
sage to you this morning. . IR .

If the Federal Government is to increase the utilization of small
business for research and development field it must redice the regula-
tory burden, especially new product regulations, require agencies to
- adopt.uniform management practices for research and development

contracts, let competitive bidding expand access to research and devel-
opment contracts for small businesses, adopt Government policies that
will increase the availability of venture capital to high-technology
companies. el et .
But more than that the Federal Government must listen to.the
mounting roar from the small business community. Every Federal
agency should be aware of the 60 options that came out of the White
House Conference on Small Business. After almost 2 years of meeting
all over our country and groups that involved all together 30,000 small
business people. T am sure that those 60 options are very available to
all of the gentlemen on your subcommittee, Some of them point
directly to innovation and technology. A lot of them.point to capital
- formation retention, which I think also goes along very much with
what you are trying to promote, and last but definitely not least make
the risk and the hard years of work in becoming an entrepreneur
worth the effort by enacting legislation that will help and encourage
. small business by eliminated regulations that strangle us. OQur economy
- depends upon it. S . : G
Thank you.

[The prepared ‘_stat'ement of Ms. Donaldson f_ol_ldlws":]
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of 1932, a Preéidénfial candidate stood before an-audience .
and presented a faf-teachinhgi'analysis of Ametica's deepening
economic plighty

America's great era of growth, he said, ‘was over, "Our "
task now," ée said flatly, “ig not discovery or exploitatibﬁ"
of natural feéourcés or ... producing more geods. "It is the
soberer, less dramatic business of administeriﬁg tesources
and plants already at hand." More growth, he continued,

could be 'dangerous. The American econdmy, which in’ fifty -

years had lifted a whoig nation:&f "immigrants from poverty;-

had finally reached the winter of it;zmaﬁurity.'

. Qur headlong pursuit of proaubtion had gone  tos- Far.
Now, he said;‘the problém was something'néw;aﬁd unfamiliarss
something cailed "Underconsinpt ion® +

The speaker's name was Franklid D. Robsevelt. Less 7
than six weeks*laﬁér‘hé was élécteafto~the"Présiéehcy, . And
what he told that original audiéncé'ih‘1932 becamé3the”basis'
of nearly half a century of puSlic“poliCy?" Itfwas,kin a:
sense, the declaratidn of a curious fifty-years war on
enterprise; .

Today, héwevér}; it'is‘becbming more and more cleéar to
more and méoie people that the American economy ‘has not _
exhausted its capacity for growth--that: in fact, we are- -

probably still a largely underdeveloped country. And, even
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mote important, there is a gathering realization.that
public policies hastily designed in.a desperate time to
~deal with a set of bewildering and uﬁprecedented short-
term circumstances have in the long run produced the very:
conditiqns they set ocut to co;rect._i; believe, that
today, after fifty long years, a qeeﬁ chénge.is occur;ing

and that finally a pro~enterpriée révolqtion ig gathering

momentum, ; . _ _ : _
Let me'tell you why I believe this, As . my husband and. .

I gradually came through those early years of struggle, I

became- a champion of and an advocate fox the small business
owner~~the entrepreneur~—if you will.. - . . &

I have worn many different hats, In 1976, as Mayor ..

of my city, and as a member of the Advisory Board.of the
Business Dept. .of this very University, I was lnvited to a

lunchéon-on campus -and had.the good.fortune of meeting. .

"Mitch Kobelinski, who.was then:Director of.the Small Business.

Administration. As .the result of that meeting, a few weeks . - %
later, I was appointed by Mr. Kobe;;nski, under Prgsident

Ford, to the Natioﬁal Advisory Council of the S.B;A. as a

member at-large. .I have been. reaffirmed three times by

Vernon Weaver - and the_prgsenﬁ administration. My prgsént

term extends to October lst,.of this year. .
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A few motiths iaéér;'és a fééuit:of'ﬁy:ﬁééhingééﬁ
_involveméﬁt,'i was askad to servé on thé'neﬁly'iqued".
U.S, Chamber bf:éommerée;HSmail Buéihess‘Councillh t am
still an.activ;'membek"dfﬁﬁhéé 60 mah qrﬁu?lané'sékveé
as the Chairman of ‘their Committee for the’Whité_Hque_’
Confereﬁééﬁon Small Business in Jaﬁuafﬁ'of this yearE T
was also a délégaféfto”that'cdnfékéncé;‘appéintéd by':
Vernon Wéévér.. Afthﬁr”iéveéﬁ,.Chéirmah'df thé'Cémmissiéﬁ'{"
on the‘Whitéﬁﬁogge'Cbﬁféfénéé-éskéd:me 6 Bird Bh Ene
seven maﬁ'?ésE:Féfce quianéEién;'ohewdfléight tésk'féxées
that préﬁéred‘ébtioh papers £6t the Whife House Conférence.

1 wmade three trips_éépﬁagﬁinéfbﬁ‘fé meet with ‘that hara”

working group.
During ‘July 'Gf last yeai I was invited to the Rose
Garden by Président Carter to wifﬁéss'the'siéﬁiﬁé.éf his
new executive ordéf concerned with thé_eﬁpfeéé fleeds of
Women in Blsiness-“an action a long time in toming ‘and
much of it hak s£ill not been inpienerted. :
all iﬁféii}:l“méae éiéht Erf?sigdlwaéhingtoﬁ last
year including the White Housé Conference. The action and”
enthusiasm:éhéfe”té.btingfhéw life ﬁé}fhérgméll bQSiﬁess

community was Unmistéakable. 'Trade organizdtidns such as *

T pB=228 0 - 81 - 33
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the National Association of Wholesaler Distributors and
business groups_§gch as N.F.I.B. are becqmingviﬁggqa§inglysav
active in the aavoqﬁéy_erQDdsweél for small business.
In the.s;ate of California the State,Qhambgr%pfv
Commerce has initiated a SmaliiBusiness Committee,:bf wu
which I am a-mémber.l All over the state they are promot;ng
and sell1ng the 1dea of local small bu51ne55 counc1ls.i
- Prodqct L1§§;%1Ey law ;gfqrm ;s of pa{t;cqla; concern,
to the‘small:bqs;pesg Qang.ialﬁamayiqe_ghai:pan.qgi;hgjljw
Califorania Product Liability Task Force and we a;gwwqgking‘ 
‘this year to eliminate seller 1iépi;i;y wherever possible--
Va real problem for those 1n my type of busaness. ‘

Yes, finally, a pro~enterprlse revolutlon has comme, to

pass. People-:and‘ieglslato:s are beglnnlng_tohsee,that,‘ .

growth——be 1t 1n lnnovatlon or technologyv—or small busznessh .

in general,ls not somethlng that can be leglslated or gon- ..
trived. We cannot produce innovation the way we produce.
sausages. 1t is“ not the“p:ggugyﬂof'éﬁp%umzbu;;of,ag_
attitude--a climate tolerant of enterér{se and innovatign.
Growth beglns when people are. free to flnd hew. paths.diii:_
If the, Federal [Government 15 to ;ncrease ‘the utllx—__
zation 'of smallvyus;ngs§ﬂ;n.thg researyb?§n§‘§gye;ggmgqg i
field, it must reduce the regulatory burden, especially ‘

new product regulations; require agencies to adopt uniform

v
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management prectlces for research and development contracts

1et through competltlve blddlng, expand ‘access to. research
v T

and development contracts for small buelnesses,"and .adopt

government pollcles that w;ll 1ncrease the ava1lab111ty of
‘venture capltal to hlgh technology companles.t. :

But more than that, the Federal government must 1i

to the mountlng roar from the Small Bu51ness Communlty.r,;

Every Federal Agency should be aware of the Sthy optlons.

that: came; out of the Whlte House Conference on Small Bu51

ness after a;most two yeare of meetxngs_all overwonr.country ) A:'

and that ‘invalved 30,000 small bus1ness people._

And last but deflnately not least, make the rzsk and LT'

years of hard work in becomlng an entrepreneur worth the e

effort by enactlng legzslatlon that wrll help and encourage

small buslnese and by ellmlnatlng regulatlons that strangle

ue. Our economz deEend on it.
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Mr. Lroyp. Thank you very much, Mrs. Donaldson. _
Dave, I believe you have someons with you who will speak for.you.
- Mr. Onmoriston. I would like to present Earl Kleselhorse to spe,ﬂ.k
for the Chamber this mornmg S
Earl?
STATEMENT oF EARL KIESELHORSE

Mr, KIESELHORSE '{ ‘want to concentrate thlS mommg on a very
gerious problem of the small buginessman which has been made more
acute as 8 result of today’s credit erunch, and that is the inability of
the small businessman to get capital, to get, Ioa,n funds, or to earn
sufficient profits'to reinvest In the Business.

Cecil Bird, vice president.of the Bank. of Amemca, in. charge of
urban aﬁalrs, advises the small entrepreneurs to cut back, to stream-
line their-operation, to-be cognizant of the high costs: of money today
and to use any kind of cash that can be generated internally.

The Baiik of America will not et back on its small busihess loan

am. Last year the bank made 467 loans in the amount of §52:3
m11 ion. The goal this year is 490 loans in the amount of $60.2. In
other words, they are goirig toincrease the average loan for the sma.ll
businessman from $112,000 to.$122,000 this year. .-

Of course, not every business is going to be able to borro-w It 1s
onlg going to bé the most liquid and viable bisinesses. "~

ome businessmen are not even going to make small busmess loa,ns
The Bank of America 1s zoing to concentrate on thelr eXIStmg
customers.

William Mauk, the Deputy Adm1mstrator for the Small Business
Administration, said that they are making a move to keep up with.
inflation by asking Congress to increase the top limit, on the average
loan, from $500,000 to $750,000.

Now, I think that is the wrong approach. It seems to me instead of
raising the ceiling on loans like the Bank of America is doing or the
Small Business Administration is asking Congress to do we should
lower the floor on loans.

Now, of course, theoretically there is no floor. The only floor is one
that the banks have imposed themselves,

Very rarely do you see 2 bank lending under $100,000. Most of the
loans are above that figure, yet the critical area in business is the man
who needs $50 or $60,000,

One reason for this high figure on loans is the result of the Small
Business Administration’s definition of a small business itself.

Now, here are the size standards for a small business according to
the SBA. A small service business is one who has annual receipts not
exceedlng from $2 to $8 million a year. A small retailer is one who has
receipts of not exceedmg $2 to $714 million. The small wholesaler is
one who has receipts not exceeding $914 to $22 million, and as for
manufacturers they don’t use dollar figures. They say the small manu-
facturer will have from 250 to 1,500 employees.

Despite the multimillion dolla.r limits on small business, let’s see
how small, small business really is in the United States.

Consider this, that only 2 percent of all businesses in the United
States do over $1 million a year; 93 percent of all proprletorshlps and



77 percent of -all partnershlps do less than $100 000 a year; and 45 2
percent of all corpora,tlons do less than a$100,000 2 year.

Now let's take retailing. Ninety-six percent of all retailers do less -
than a $1 million a year. Actualiy 59 percent of all retailers do less than
a $100,000, and 81 percent of the retallers in the country employ less
than 8 people

So you see business is really quite small. When it comies to whole-
salers remember that limit was annual receipts of from $914 to $22
million. Actually only 1.4 percent of all wholesalers do more than $10
million a year, and as for manufacturers 33 percent of all firms in the
country employ less than 50 individuals,

So it seems to me we want. to greatly reduce the size of the defini-
tion of what really is 2 small business. I am in hopes that this will help
to channel funds down to the very, very small business person who is
unable to get loan funds today. .

‘When you consider the cost of paperwork and servieing of any loan
is about the same, you can nnderstand the banks’ preference for the
larger loans. So if the banks do not want to go below the $100,000 level
it seems to me that the Small Business Admmlstratmn is oromg to have
toseek more direct Ioan funds for this purpose. .. ..

Today the SBA is into the 7th month of its ‘fiscal year, yet no more
direct Joan funds are available for the rest of the year. That is how
critical it is for the very small business. .

I just got word the day before yesterday that the Sma,ll Busmess
Administration is planning to revise the size standards and the defini-
tion of small business. It is & very complex affair. They are attempting
to classify ] business into three categories: one, industries that are com-
petitive; another group of industries that are concentrated, that is; the
industries where maybe four businesses dominate the entire industry;
and then, a third category, a mixed group, where you don’t have any
businesses dominating the industry, but still with quite a large num-
ber of sizable businesses. Instead of using dollar figures the SBA
plans to use the number of employees as the gulde to what constitutes
a small business instead of dollar amounts.

They will be_ starting hea,mngs next month in Phlladelphla, and the
hearing on the coast will be in San Francisco on May 20, ,

I do hope those hearings will succeed in reducmg the llmlts as to
what constitutes “small business.”

The benefits of preserving the health of small busmess We.re very
ably stated by Stahrl W. Edmunds, dean of the _graduate school of
administration at the University of California .in Riverside at the
hearing of the Senate Select Committee on Small Business Novemn-
ber 6, 1979. He made some very good pomts on What can. be done'
to help $miall business. . '

'One thing is to_eliminate unfalr compet1t1on, get rld of dlSCI‘lml—
natory taxation, and reduce the burden of Grovemment regulatlon.
and paperwork.

Milton Stewart of the Small, Business A.d.mmlstratlon stated that
taking total taxes as a percentage of net worth that 30 percent will
be for the small business. doing less than $100,000, and this burden-
declines to the point where it is orily 11 percent. for businesses that are.
doing over a $1 billion—a very unfair tax burden on the small
enterprlse
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.. Time doesn’ permit, me to go into the details of his report, but he
has granted permission to submit his report as part of these pro-
" ceedings. I want to commend you gentlemen for your interests in
attempting to provide a wholesome climate for small business, and
thank you for enabling u1s to appear before you today. S
Mr. Livoyp, Thank you, Mr. Kieselhorse.
Do you have any other comments, Dave?
. 'Mr. OrmisTon. That covers them. Thank you.
.. Mr. Lroyp. Mr. Gardner? . o

"~ STATEMENT OF JOHN GARDNER o L
. "Mr! Garoner. Yes; thank you very much for asking me to testify
here today. . R R
I appreciate the thought, although I had a little wondering going
through my mind when you first asked, and when I"first heard you
~ were asking for expert witnesses, and although I have been out of
business for sometime, I have spent almost 30 years in business as a
private small businessman before 1 retired to this 80-hour-a-week job
as chief executive, in other words, as the executive vice president of
the Covina Chamber of Commérce, that job where it doesn’t put me
in the category of a small businessman any more, but it does permit
me to speak on their behalf. e L
I know in talking to them today in regards to today’s subject one
of the things they wanted to cover immediately as to actually part
of the need and it soon developed if small business has produced about
one-half of the T.S. inventions sincé World War IT and have been’
far more economical in"doing so, then surely they deserve better con-
sideration than just 4 percent of the financial development help, con-
sidering ‘they pay almost one-half of the taxes paid by business. -
- It would appear that small bisiness represents a great potential for
producing of new ‘techiical innovations and high economic produc-
tivity. Certainly there is a need for a program of encouragement.
- In our Covina area we have been blessed with a substantial number
of small businesses, many which are in the high téchnology category.
- In our good line of communication we have with business here plus
some additional requests for input on small business problems of
productivity and innovations one basic problein'was almost unani-
mous in their concern. It was simple-and undeistandable. =~ =~
In large firms, agencies, nonprofit organizations and educational
institutions, one or more employées, éven whole departments were
staffed with:personnel having the expertise necessary and whose sole’
functions ‘were to obtain grants and contracts, both private and pub-
lie, for the use :of research and’ developnient. No way could a small
business with 1, 10, or 100 employees compete excéept in the most
limited way against these skilled personnel. The only conclusion the
small business person had with the unfamiliar forms and regulations
was that it was redtape, redtape, redtape. . . e
. To add to this problem the’small business persor had another large
deterrent that was dueto the inability to have access to the library"
of knowledge stored in compuiters containing technology advice and
conclusions developed and paid for by public funds. This access seems



to be restricted to the “in” crowd, who have been the most successful
in obtaining grants and contracts through the years. - ,

There are other problems such as slow government payments or
even greater problems concerning not allowed or nonrecoverable
costs that are really part of the development and production. There
have been times when this has happened in CovinaJ

In our conversations with high technology members of the Covina
Chamber of Commerce and others we asked not only their problems.
but also as to their thoughts on improvements. We chd arrive at some
positive conclusions in our opinion.. -~ 77 '

" One: Help small business to help themselves by: = . '

(@) Setting up regional advisory committees made up with knowl-
edgeable business people to be assisted by some in authority in gov-
ernment who ‘have the direct' contact with decisionmakers. This
objective would enable conclusions with the minimum of redtape for
the small business person lacking the expertise in forms, procedures,
and regulations. ¢ - TR TeT R T e '.

() Make available to the library of already developed technology
to enable the small business person to further develop a project on
service in a ‘given area. - -7 o o T Ton

Two: Set up in computer form a listing by various technological
categories the small business firms and their capabilities of produe-
tivity. ‘This would ‘enable prime contractors to become more knowl-:
edgeable of all the firms available to improve technology and produe-’
tivity rather than just their firms who have been blessed with the
personnel to make themselves known.

Three: Set up in a given geographical ares where there are sufficient
small businesses of the high technological nature and are in a some-
what concentrated area like Covina a pilot program that would utilize
these firms and recommendations set forth. This would enable us to
work out and refine the programs and then when possible expand to
other areas in the Nation. :

Four: We recommend that this Subcommittee on Investigation and
Oversight pursue the recommendations of the White House Con-
ference on Small Business in regards to innovation and technology.
They are recommending the following :

(a) Support and urge passage of S. 1860, the Small Business Tnno-
vation Act of 1979, and companion bill ILR. 5607, as presently drafted
with flexibility for minor future amendments covering : Small business
research and development set-asides, small business innovation and
research programs, as already encompassed by H.R. 5126 and S. 1074,
patents, retentions, amendments to the Internal Revenue Code, and
regulatory flexibility. '

(0) Existing Federal research and development procurement as-
sistance, and tax laws and policies must be modified and new laws
enacted to: First, eliminate unfair advantages enjoyed by Govern-
ment agencies, nonprofit organizations and educational institutions
which compete with innovative small business in providing goods and
services; second, mandate statutorily a national policy of reliance on
small business; third, prevent the Federal Government from dissemi-
nating proprietary information; and fourth, prevent the Federal
Government, through the use of its own personnel including Federal
research centers, from competing with small business. -
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(o) Increase the amount of Federal research and development. prime
contracts awarded through small business set-asides by 1 percent &)Br
year of each agency’s research and development budget, until the 01-
lar value of the set-asides reached at, least 10 percent of that agency ’s
total annul research and development budget.

(d) Clarify the “prudent man rule” to broaden it and i 1nsure that
securities of small issuers are not excluded from those securities eligible
for purchase by funds subject to ERISA, and exempt, those securities
from planned asset regulation issued by the Department of Labor,

(e) Institute specialized capital gains treatment for generatlve. capi- .
tal invested in technology based firms starting with 25 percent in the
first year, decreasing by § percent per year to 0 after 5 years and,
further; defer taxation on such gains. whenever the proceeds from sale
of lnvestments is reinvested into a small business Wlthm the next 12
months. : .

“We believe the goa,ls you aTe seekmg are obtalnable We believe that
with your help the small businesses of thls Nation will. Sta.nd up and.
be counted. .

In an effort to help, the Covma Chamber of Commerce is now in, the
formation stage of a small business council, wide in nature to free
itself of the competition that exists among . local chambers: of com-
merce in their economic development programs, yet in a pos1t1ve step
for small businéss to help themselves, to help this Nation maintain its
freedom which has as its base the free enterprise system. Thank you

_[The prepared statement of Mr. Gardner follows ] -




John L, Gardner, Executive Vice President:-

Covina Chamber of Commerce

153 E. College

Covina, Ca.. 91723 : T S e T
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IMPROVING THEHCLIMATEVEOR INNOVATION BY SMALL, HIGH TECHNOLOGY BUSINESS

I3 THERE A NEED
If Small Business’ has produced about one half of the U S
'“Invent1ons s1nce World War T and have ‘been far more economl—
cal 1n dolng 80, then surely they deserve better cons1derat10n
than just 4% of the financial development help, con51der1ng
they pay almost one half of the taxes paid by business. It
would appear that Small Business represents a great potential .

for produc1ng of new technlcal lnnovatlons and hlgh economlc
productivity. Certalnly there is a need for a program of en-

couragement .’

IDENTIFYING THE PROBLEMS
_In our Covina area, we have been blessed w1th a substantlal

" number of small bu31nesses, many are 1n the hlgh technology
:‘catagory.- ’
In our good line of communlcatlon We have w1th business here,
plus some additional requests for 1nput on small business
problems of product1v1ty and lnnovatlons one. basic problem

was almost unanlmous in thelr concer . It was simple and

understandable.  In large flrms agencles non—proflt organi-
zatlons and educational 1nst1tut10ns one or more employees;
even whole departments were staffed w1th personnel having the
. expertise. necessary :and  whose: sole’ functions were to obtain
grants: and contracts, both'private and public, for the use
of research and development. No way' could a’ small business
with.one, . ten, or one hundred ‘employees compéte,except +in
the most- Limitéd: way against these skilled personnel. The
conly coatlusion the small business person had witk the un-
.. familiar . forms:- and regulations:was that- it was red tape,.red
;tape...red tape.:: BRER AR Ll ‘ s
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To add to this problem, thersmall business- person had- another

larpe deterent that was dué to the indbility fo have access__ B

to the library of knowledpe stored in computors conta1';ng

technology advise and conclusions developed and paid fef;ﬁﬁ
public funds. This access seems to be restrlcted to the "i

“erowd,  who' ‘havée’ been thie most successful in obta1n1ng grants
and contracts through the years,

There are other problems such as. Slow government payments or
even greater problems concernlng not, allowed ,Oor non-recover-
"able costs that are really part of the development and pro—

‘Covina.

RECOMMENDATIONS . "
'In our ccnversatlons w1th high technology members of the

) Covlna Chamber ‘and’ others we asked not only about their
problems, but 2lso as to their thoupghts on improvements.
We did arrive at some positive conclusiens,  in our opiniqnﬂu:

1. Help Small Bus1ness to help themselves by. .
_a. Sett1ng up reg1onal adv1eory commzttees made up
’ w1th knowledgeable business people to be ass;stn
ed by some, Ain authority of government who have
the dlrect contact w1th dec151on makers. .This
. ObJEC‘tlve would enable conclusmns with the ”
"mlnlmum of red tape for the small bu51ness per—
”" son lacklng the expertise in forms, procedures and
’ regulat1ons

- Make ava11ab1e to the 11brary of already de- .

S thoede oo g;rveloped‘technology~to enable‘the'small business
person. to-further.develop .ar proaect on: service

coedlnoalgiven areal oot Lanogd

wioBet,up.in- a; computer form a listing by:various!
..;technological  catagories the:small-business-$ifms;
and. their.capabilities of. productivity::  This would
enable. prime: contractors to become"more‘kndwledgeable

of all the firms available to improve:technology and
productivity rather than just'their firms who have
heen blessed with the perscnnel to make themselves
known.




3... Bet up .in a given ‘geographical area, where there
are sufficient:small:businesses of the high techno-
logical nature-and are -in a:somewhat concentrated
- -area-like Covina. A pilot :program that would utilize
- these firms and recommendatiqns set forth. This
. would enable;us.to'workaout-and-refine the program and then,
when possible expand o other .areas in the natiorn,

4. We recommend that this Subcommlttee on Investigation
B and Over51ght pursue the recommendatzons of the White
VHouse Conference on . Small Buginess in regards to Inno-~
”vatlon and Technology. They are recommending the follow-
Cingn .
a.' Support and urge passage of S 1860, the
Small Business Innovation Act of 1979, and
*..companion - bill H. R, 5607, as presently draft-
T Soeed withvflexibility for minor -future amendments
. covering; small business reseérch and development
set-asides; small-business innovation and re-
i .search programs (as already encompassed by H.R.
5126 and S. :1074), patents, retentions; amendments
to-the Internal Revenue: Code; and regulatory
flex1b111ty. ’ : :

©. Existing Federal research and development pro-
curement assistance, and tax laws and policies
must be modified ard new laws enacted to:
1) eliminate unfair advantages en;oyed by govern-
mental agenciés non-proflt organlzatlons ‘and’ )
educational institutions which compete w1th in-
novative small business in prov1d1ng goods and '
services and, 2} mandate statutorlly a nat1ona1
:DO]ICY of rellance on small huslness, 3) pre—
vent the Federal governmont Trom dlbb?mihﬁtinﬁ
proprietary information, 4)'prevén£”t5e'Fedefél
‘wovarnment, tﬁroﬁgh the ‘use ofﬂftq'bwﬁAbéféoﬁnél
1nclud1ng Federal Research Centers, from competing
with small bu51ness ’
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rré; Increase the -amount of ‘Federal resedrch and .~
- developmentuprime contracts‘ewarded through
.small business set-asides.by one.percent per
.year -of .each apgency's reseafohJand!developmént
budget, -until the dollar wvalue of the set-asides
.reached .at least ten percent of that sgency's
.total annual research:and.development budget.

“ Clarify the: "prudent Hian rule” to broaden it and

“insure EhEt seourltles of small 1ssuers are net

U gkeluded  from those securltles ellg1ble for pur-—
“ghgge’ by funds sthect to ERISA "and” exempt those
securities from planned asset reguiation ‘igsued

i”by the Department of Labor._

:e.:fInstltute specialized capital:.gains treatment for
generative capital dinvested: in technology based
firms starting.with 25% in:the: first year, de-

_.creasing: by 5% per year. to. zero -after five years
... and, - further, . defer -taxaticn::on:such gains when-
ever the.proceeds from sale .of investments is re-

invested into:a - small-business within the next
twelve months.

SUMMARY

We belleve the goals you are seek1ng are obtalnable. We believe
that w1th your help,‘the Small Buslnesses of .this nation will

stand up, and be counte_

In-an-erort to help,/the Cov1na Chamber oI Commerce is now in the
formatlo

'qtago of a Small Hu51ness .Coungil wide in nature, to

free itself of the competltlon that- exists between lecal Chambers
of Commerce in thelr economlc development programs, vet in a posi-
t1ve step for Small Bu51ness to help themselves; to help this na-

' tlon malntaln its freedom Whlch has as, s base, the free enter-

prise system,




.='Mr Lroyp. Thank you very much, Mr Gardner

Mr, Lujan? .

UM, L'U.TAN ‘Thank you,; Mr. Chalrman
. I think all of the statements were. excellent L :

I might say, Mrs. Donaldson, that—TI was in the insurance busmess
before T went to Congress.. I am: familiar with the whole product lia-
bility thing—and we did pass through the House a b111 al]owmg groups
to self-ingure without—— -

Mrs. Dowarpson. Uniform product habﬂxty Has that passed‘
through the Senate.yet? - ...

"Mr. Luoaax. I don't believe it has passed through the Senate but it
has gone through the: House already. .

I am not sure that that is really the answer, to a,Ilow se1f~1nsure

Mrs. DoNaLDSON: No, no; it offers an option.: :

Mr. Losan. It is a step 1 in the right direction.

As tothe deregulation that all of you talk about, it sounds ﬁne, but
when you do gtart it, it has been started in the truckmg industry now,
and now all of a sudden in the truckmg mdustry it 1s a Very unpop-
ular ‘word. ;

- We face that gomg mto the radlo sta.tlons, communlcatlons medla,
and all thosesorts of: things, - ..

So while we all say- get the: Government oﬂ' our back when we do
start to get the Government off people’s back there is:a rebellion, just
get them off as far-as the forms are concerned but don’t ‘touch my
turf;-don’t let anybody else come into my area..

So it is kind:ofidifficult to get it done. It sounds hke a good 1dea, and
it is a.good .idea, as a: matter of fa,ct We are-dedicated to doing that
and as much of it aswe can,” -

- Mr. Lioxn. I thank you, Mr. Lug an. I was gomg to a,sk Mrs. Donald-
son, who has really had tremendous experience, and is a prime example
not only of a small business person but also of someone who-has begun
to understand the complexity of the labyrinth of government, and
T know, this because I have watched the progress that you have made
with great interest in the area of small business, and. you have certainly
exemphﬁed yourself as being one of the.people-who is really trying to
communicate. My question then is with the understanding that you
have regarding government, we will say Federal Government in- this
case—State and local government is another problem, and:it is a prob-
lem—but, with. your understnandmg of .the Federal Government how
can we communicate with people going into business or small business-
men who are already there the problems that-may exist for them in
the development.of their products or the development of their busi-
ness area. I know that we can cut down on the paperwork and T co-
sponsored bills which are supposed to a.cccmphsh that,and I know that
Manny has done the same thing. -

We came up with the idea. it was time we did 1ndeed talk to the sme,ll
businessman to try to communicate that indeed, there is somebody back
there in Washington who ig interested, but when you use that term
back in Washington oftentimes the- people don’t understand. the sepa-
ration of powers, the difference, for instance, between Jim Lloyd as
a Congresstan, who 1s responsible supposedly to his own constituency,
to hls dlstrlct angd. the head of the Small. Business Admlnletratlon or-
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the head of OSHA or ERISA oF the Department of Energy and the
conflicting orders that might result.

J have found that most people in business iinlike yourself reaHy don’t
understand what areas I can-be:somewhat effective in—T would like to
be more than I-am-—as compared to the areas over which I'have no
control, I.can’t make the Smali Busmess Admlmstmmon gra,nt a Ioan
I just cannot do that. =

How do I communicate tha,t‘g By the way, a:ny of you are Welcome
to-answer this question: ' - iz

Mrs. DoNarpson. T think that Congressman Lloyd the first thmg
that came to 'mind as you talked about it was the word education, and
I think that basically our educational system has got to do a lot more
from the aspect of teaching this to students as they go through school
and to get it back to the direction of yes, there'is'a free enterﬁrlse
system out there. You don’t have'to.go out and work for somebody
else. You can- WOI‘k for smalI busmess and then look to somethmg
better, ‘

Now, that is an area 2 that.I feel Very strongly a,bout and one of the
reasons that I am very interested in the new Department of Educa-
tion to see if they:are going to introduce anything at #ll in that area.

I think that Wayne Williams and his Small: Business Development
Center offers an excellent:opportunity: of getting information to
people on-a local basis. I watched that center develop. It has been a
controversial issue, and.that I know. Even on the National Advisory
Council there are those who feel strongly"that “academia” ‘cannot
teach small business people, that they have to'get it in other ways.”

I don’t happen to agree with that premise, and I don’t know. what I

would do without the SBDC here at Cal-Poly, because T get so many
questions - from people’in the community who are concerned about
problems, who want to know where: they can find the answer, ‘and I
am:congtantly referring them: to Wayne.: '
- Those two things comne to'mind, and I think that you have touched
on.a problem that' is one that is far reaching and one that a lot of
things-can be done about it, but it'is' difficult I am sure from your
level in-Washington to-get that. information to people. -

© But.there are ways, and I wouldn’t overlook the chamber’ of ‘com-
merce. They have ways and means of gettmg these, thlS kind of 1nf0r—
matlon, to people. : '

- T have purchased, or our- company has, because I am 1nterested in
this whole field a new film 'that was put out'by the U S. Chamber
called Small Business Keeps America Working.

"I have been showing this to the various school dlstrlcts in the'area
and education councils in the hopes that they will utilize movies like
that not only at the high school Jevel but at the college level,

There are T think ]ots of areas in the realm of educatlon that could
be improved. I

© Mr, Lroyp. Yes, sir. - ' ‘

. Mr. Kmesenuorse. With the score ace program the chapters through
out the country are doing a marvelous job of educating small business-
men in sound business practices, and one ‘of the problems we are
running into and one of the tragedies of our present inflation I think
is the fact that we see too many families being pressured into getting a



second breadwinner in .order.to keep up: with inflation, and they, in
desperation, decide to open up a small retail business or a restaurant,
and they get themselves;,committed with an onerous lease a,greement :
alﬁl then when they begm to lose thelr sh1rts they come - in: for coun-
sellin,

So %ve are trying to develop publlclty and some Wey to rea,oh people
before they get into business to. realize some of the marketing, plan-
ning, the financial planning, and the controls that they heve to. exer-
cige in operating a business successfully. :

Mr. Lroyp.. Well, Mr, Gardner, and. Eleme mentmned the oha,m-,-
bers of commerce, and Dave, you are making major.changes, and 1-
know that John is. You are trying to-be more responsive. You are
trying to encourage the business community, but one of the: problems
we do have is that of educating the community as to what. cannot be
done by certain Federal entities, the Congressmen for instance versus
the Adm.lnlstratlon, and we are.not one and the same by any I matter of. .
means, = .

How can you commumca.te tha,t to your people?

Mr. Garoner. I think actually what we are doing, as you know,
Congressman Lloyd, we are setting up a Small Business Council, and
‘we did really take some pains to be sure we did not confine it to our.
normal marketing area, because we wanted to have it be for the
benefit of the small busmess, not get & division or a part of the com-
munity chamber of commerce. The ides, intent of that is simply to
set up an education process to take and have them have a forum to
come with their particular problems and ‘see what can be done. collec-.
tively. In other words, this is to help f them help. thémselves to formu-,
late and concentrate on their ideas, -

‘We think that also in turn that putting up a computer 1mpr1nt that
is available to the larger firms, the prime contractors, where they can.
say hey, we need this particular item, a bage for a m1erophone, what-
ever the case may be, and set it up in their partlcular manner-and
they can then out of that computer come to have the information that.
those firms that are capable of producing that or making changes or
development this way, rather than leaving it—Ilet’s put it this way-
the people in the past, the small businéss person in the past, when he .
looked at what he-had to do to get this on the market development or
somethlng he gave up When he saW the long lme of thmgs that he
had to.do..

True.: He ];ut a problem He called Congressman Lloyd You have
got a beantiful reputation of helping people, no question abott it, but
he may call, but there is & limitation to their knowledge there. It ] may
not, have. been: the thing that could have gone through your office and’
cotld have: been. sometﬁmg they could have developed for themselves
if there was a forum to help them, encourage them. - “: =

Tt.is a matter of education. I think it: has to be a two-way street
not small business going to Government only. The Government has to ‘
come back and-help them a little bit in some form rather than just
way.do.it this way, and they look at a-stack of forms to fill out. -

‘Mr. Ormsroxn. Once we find out the problems, what they are; and
once they come to us, we can use expertise like Earle’s, retired business

le, to start oha.nelhng those problems to speclﬁc departments t,ha,t
ca.nielp them, . I _ -
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I thmk that is: what ‘we'are tryingto do through the’ chapter, 7

Mrs. Donarnson. I would be remiss if I didn’t mention the Depa,rt-'
ment, of ‘Advocacy through the SBDC through' Mel Stewart. =~

I.think; that is a fine area to:work through froin the Federal area
level. I think he is doing one bangup job. ‘

I was concerned from the time.I was on the Advisory’ Councﬂ that
there wasn’t more being. done on the basis of advoca,cy That was one
of the mandates originally of SBA. - '

It is my understanding that Mel Stewart is responsfnle more. to
Congress than he is to the administration, and I like that, and I think
that he works under that premise, and he is-doing a grea,t job. I think
he needs more help in tha,t area, and I thmk that would be a good
Place tostart.

-~ Mr. Lrovp. Well do you thmk for 1nsta,nce, hére in your reglonal
areas. I would use Kellogg Hill, as an exaniple, that has always beer
a. very difficult problem not only for business but also, you know, for
me and my operation. Maybe we should have some sorf of a reglonal '

. data bank coordinated with the ‘business people here at Cal-Poly

for- basie information?

For instance, someone decldes, a8 you “mentioned, Mr Kleselhorst
the mom and pop operatlon, people leap out, and, you know, you issue
a business license in the city, which costs you X number of doll&rs
You put an ad in ‘the Iocal paper doing busmess as'and you are in
business, nothing more than that. .

Maybe we should have more restrictive. covena.nts in’ the issuance
of businesslicenses and that there should be an input from, Imowledge-
able business people who can aceurately say how much money is needed
to capitalize this business. For example, they might say $50,000, and
the person doesn’t have $5,000. They are in trouble before they start.
You know it, and I know it, and they walk in, and they say I am
going to go into business, but you say, well, who is your banker, Really,
T don’t have a banker. T guess I W111 go down and talk to the Bank of
America.

You know automatmally they are in trouble If they don’t know
who their banker is by name and reputation, there is no way you can
be in business unless you can call up Joe at UCB and say hey, - Joe,
T have. got. to have a $1,000 or. $5, 000 or $10,000 or whatever it may
be, he says OK, and he already has your financial statement, and all
of those that have been in busmess know those thmgs How can We
communicate that? . =

Mr, KIESELHORSE; "The trouble Wlth the $5 000 and $10, 000 1t is~
not available, They are up to $100,000. That is the point Iam making.

We have got to get banks willing to come down and lower the1r :
sights on loans to help these business people.- ' ,

Mr. OrseroN. I think:that is the system we are trymor to create
where Cal-Poly becomes the master cog-and the chamber of commerce
becomes the front door to small business within the communities; and
then we can begin to coordinate the different sectors, the financial see- -
tor, the governmental secbor W1th the problems of the small busmess-
man. . :

Mr, LLOYD I get: people Who call me up a,nd say if ¥ would only in-"
tercede with the SBA and help them get this loan I would solve their



problem;.and T ask questions’ such as Well who 8 y()ur ba,nker@ Well
I don’t really have a(%)enker -

Now, you know they are not, gomg 1:0 get an SBA loan unless they
have a ioank who is willing to loan the money. They assume that some-
how I.or Manny or people like us are gomg t.o wave that maglc Wa,nd :
that we have in our office. = "+ -

This is' one of the toughest of aIl thmgs to commumeete to people
who are leaping into business, and, as was aleady pointed ‘out'for us,
inevitably they show up on my doorstep having a problem with an
SBA: Joan when they may have defaulted on the loan or whatever it
may be, and I.am now supposed to plok up the p1eees end put it back
together for them.:. - ;

One,in all fairness I don’t thmk Tam tha.t good a busmessman inthe’
first place. Second, it is tough to look somebody in the eye and say I
just don’t think there is a solution for your problem. I would love to
send them here to Cal-Poly. I would love to send them to John Gardrer
in Covina or Dave Ormiston over in Pomona-or whoever it may be in
one of the other cities that are in: the dlstrlct and say have you really‘ :
checked with these poeple: - = g

I would love to have that kind of cooperatlon, because, you know, I
am a visible point, and they come to me not understanding what -my
limitations or capabilities' may be, and you people who deal in this-
area need to—maybe we don’t eommunlcate enough Have I falled m‘
that area?- ' '

Mr. OraisTon. 1 thmk we have a suecessful program in the Pomona
area, Karl is dealing with over 600 businésses a year in eounsehng, be—
1nﬁ\ooord1nated through Wayne Williams at' Cal-Poly. - s

here is & need to get more commurnication. There is a need to get
the story out more than we are-doing, and we at the same time need
to be able to duplicate the services that we are offering in the Pomona
Valley elsewhere to begin to reach more than 600 business people, and
I -think that is:the key really in the system, duphcatmg the system
I think we demonstrated loca,lly the work bemg done o :

: Mr. Lroyp. Go ahead,.

Mrs. Dowarpson.: T might pomt out:it occurred to me a llttle b1t=
ago that during the years I was Mayor of Covina I was also president
of the San Gabriel Association of Cities, 21 cities, and I had two-or.
thres meetings out-here at the time that was in' order-to get the
mayors together to help them to understand what was offered here in
the way of counseling for small business ‘people, because in my way of
thmklng a mayor who doesn’t realize the irnportance of the basic:
economlcs of the city and the fact that the Success of sma.ll busmess,
isimportant to hinvis making a big rmstake : :

T think working through you you are in g posatlon eerta,lnly to get‘
this kind of information to them, to:the loeal government oﬂicla,ls,
who perhaps canassist in'some manmner.” ' -

Mr. Lrovp. T'will taks that to heart: _ _

Yes: Did youwhave something? : K

Mr. Vicoee. T would like to make a statement to the comm1ttee.

My name-is'John Vilter. T am a small businessman in Covma, ha,ve
a firmy management constiltant, called Executives: =~ '

I am ourrently v1ce pres1dent of governmental aﬁ' elrs for the Covma
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Chamber of Commeree, and I am hopefully one of those who is mstru-:--;
mental in starting this Coving Valley Small Business Council. ‘

I am concurrently the chairman of the southern California seetlon
of the American Chemical Society, and looking at what I believe is -
the heart of this whole discussion.that to have high technology
industry and innovation is not a matter of just simply a small busi-
ness but having access for the small business Dperson to employ hlgh
technology specialists.:, ...

This afternoon over at Mount San’ Antonlo College they are having
an Edison conference for high school students in- business to inform
the student in high school about the problems of small business. Last
night I had the honor of presenting the southern California section’s.
highest award, of achievement at Cal-Tech to Dr. Harry Gray for
the work that he is doing there, and in the process of meeting with:
rather prominent scientists there and from throughout the . country-_
and Europe to:discuss this problem, -

I havye spoken with his staff on this ares of the: employment of the -
technically competent people, and one of the things that we do find is
that in trymg £0 set up some sort of an access to governmental agencies
or to high technology large corporations it is difficult for an individual
unless they-have 4 track record to-even have access to information or
to be considered as on a bidder’s list, and when you are looking at this,
we tried during the last erunch in 1969 to 1971 in. setting up individ-
uals who had credentials, they had degrees, and they were with .-
prestigious companies one day handling multibillion dollar contracts,
and, Congressman, and I have talked-on this in detail, and one day
the pmk shp arrives, and they do niot have access to Government fund-
ing, and yet the day before they controlled it, and.becanse of :the
mianipulation that. is bemg done by 1ndustry, by educatmn, a.nd by
the Government.

It is difficult, extremely diiﬁcult for people Who get together like
the starting of the Rand Corp. or startmg of TRW or any of these
with a group of people who had the technical competence and the bril-
liance to do something to bid, to make an effort, because they are no
longer there. They don’t represent anyone, and they also had nothmg
that they cando.

~Tn.a small business councﬂ it should not be eonsudered a competltmn
I seem.to understand from Pomona that we are looking for.a.small
business council, andit is not one that we.are looking to or assistance
to come into the Small Business Adrmmstretmn, because that is done
very well, - :

In my. committes in the Covma Chamber we are Very 1nterested-
in governmental affairs and in-seeing that those things that are im-::
portant to small business are acted upon or brought to. your attentlon,
and these are the things that we do.. -

As far as access to information. there ig no doubt thet the con-
ference here—and when Reed Powell was here and setting up the
center here, it was the intent to make it accessible to everyone, and
so this is all to let others Jknow about it, but there are other econcerns
that small business people have that has to be acted upon in a con-
certed effort, and that is the.one Elaine is addressing in the product.
liability. The Small Business Council would do -this, but the other
aspect that we have not addressed and the one thing that we are very,



very conscious‘of in the scientific commumty, and I have been follow-
ing these statistics since 1969, specifically since I am involved in south-
ern California and also natlonally on the transient nature of employ-
ment in high technology areas, because once the' person has received
anadvance ‘degree in left-handed navigational systems, all of a sud-
den-the Federal Government makes it a ri ght-handed navigational
system, and he is out of a_job. He is too old to go back to be tramed

“In fact right-here we had tried for a master's program in environ-
mental- ‘engineering, and we were scréening people-in 1969.through
1971 to fill these fields to get them: :proper applicalits to take part in
this program, and. we made a very tight screen with a Ph. D. After
the people had gone into'the crash program for 1 year they came out
and were looking for jobs, because no orie had ever héard of a mas-
ter’s degree in environmental éngineering: ' : -

“So the reaction and action seems to be in the wrong way.,

“Tt-is always a fact that we are looking for someone to take an action
part rather than a reaction part, and what we do need now is access
within the Federal Government to blddlng on high technology pro-
grams by individuals who are very, very competent. We try. We our-
selves in the southern California section had set'up a legal entity so
that we could receive funds in the eight basic areas we were to look at
in ¢onjunction with NASA. Solid waste management was one we had
in Cahfornia. Sea technology was active in San Diego. We developed
the eight areas; heart research, and we had people éminéntly qualified,
and we could not get any one: large company or governmient agency to
let. funds te us because we did not have a track record, and thls ig’ hap—
penmg again and again, 5% '

Mr, Lroyp. John, conld T get you to finish. We have another’ panel

‘Mr. Viuregr. Oh. That is my question, or I would be very happy to
answer any questions about these; but there is work being done. There
are people: quahﬁed for 1nnovat10n 1f ‘we only had some ‘way to:
approachiit.: : .

Mr. Lroxp. Thank you We w111 have the next panel and thank you
ver - rnuch., Apprecxate 1t _ . ,

ecess. | ‘ ' =

Mr Lioyp, Are we ready to 09 I guess we w1ll start Wlth the other7
end this time, start with Mr Petker Is tha.t all r1ght9 s "

‘Mr. Purier. Yes: S

Mr. Liovo. All right, 1 have your statement and Wlthout ob]ectlon
that will be included in the record. Feel free to paraphrase or go for-'
ward with it, and we-are runnmg out of tlme ‘The lls:,st panel a,lways
has less time. You realize that,

But we Wﬂl go forwa.rd rlght away on it. Go ahead Mr Petker

STATEMENT OF IRA PETKER

Mr PETKER I guess really thlS isan asnie, but I beheve Very strongly'
that the way to learn about, you know; the nature of innovation and
high technology comes directly I think from a study of those companies
and the:experience of people,, you know, as they live 1t Wlthm and
what happened through the years. ‘

In g sense it is unfortunate this panel is Jast, because- I thmk there
is alot _probably that has.to be said; but I have been a-technologist:
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for about 30 years now, and ‘practically all of that time has been n
the aerospace industry, which means that in a -sense I have always
worked with and for the Government, and I certainly have:a lot of
experience in the nature of. Government contracting and also the kinds.
of people, you know, many, many Government people through- the
vears end literally I say there are hundreds that I have associated with,
some that I got friendly with, many I have gotten to know very Well
and T have found at least a sector of the people that I have dealt Wlth
you know, and they have tended to be engineers, they tend to be scien-
tists, technical. people themselves, that as a group, you know, my
experience hag been that their integrity is as high as that of industry.
Many of them work as hard and work harder, you know, than counter-
parts in mdustry I could quote really a good vemety of you know,
good experiences rather than a poor one. .

I think the Government, you know, just tike compames it is diffieult
to get individualized. Every company is different and has: different
problems. Every technology has different problems in its evolution.

“What I can talk about, youknow, what I can speak from is my own
experience as a technolog gist and as a businessman, which has been some-
thing over 5 years now, and it just so happens that my becoming a
businessman was an evolution. It wasn’t something that I figured 20
years ago tha,t is Wha,t I Wented to be, you know, end then I Would be
it some day.-

. The evolutlon reelly grew out of the expenences I had aga Worker,
45 an engineer, as a technologist, in aerospace companies, and it also
happened that the problem of innévation and .the creation of tech-
nology was one that I developed an interest in a Jong time ago, and
the issue of productivity, you know, for people also happened to be
one that developed within me a long time ago. It is something I was
very interested in, and the formation of my company really grew out
as much from those considerations and my ideas and thoughts about
how to create more technology for less, how to get more product1V1ty,
hecanse I believe people want to be productwe

The issue really. you know, it takes a couple or three thmgs The
one thing that unfortunately enough attention is not given-to is the
people who are involved, you know Innovation is created by people.
Creativity is one of the unique things about human beings. We want
to understand innovation then I think we have to understand more
about the people who innovate. I think we ought to understand somie-
thing more about the environment, becausé it is-a combination of
people, enivornment and resources that either leads to more or less of
anything in inmovation or productivity. e ,

So in a sense, you know, the intent of my company was really to
explore some of these kinds of things to be 1nv01ved in the context of
my technology, which. is composite material. '

T haye been a worker in composite materlals for about 23 yeers The
technology is about 30 years. So it ' méans that T have been around and
part of it for a long time.-T know an awful lot about composites.”

Composites are’a class of lightweight materials that can be used for
almost all the things that metals are used for Those are then- hasic
characteristics. '

- Certain classes of composﬁ:e materials which are the ‘ones that, we _
specializein called advanced ecomposites havethe potential of building



an airplane at half the weight; samesize, with the potential of building
an gutomobile at a’ third ‘of the weight, same size, and-all the same
-ability, and-what it means is that' the fuel'costs and the energy costs
and potentialization are dramatic. & vret ET s InE Lo B
- Composites are potentially, you know, the technology field that will
-touch everybody if they are successful, then if they do prove themselves
out ultimabely. & - i Tl e s s B

It is also a technology that many large companies became interested
‘in. quite-early, because:it: was obvious, for-example, to an &irplane.
company:that if composites:are going to be used:on airplanes,:if they
are going to change the nature and the weight and. the efficiency of an
airplane, then they sure had better develop a eapability. . :@ .7+

1t is also a technology that the GGovernment has had a very strong
interest in and has supported in a variety of ways, because there are
a host of things, a host of applications of composites in a whole variety
of defense systems, almost any vehicle starting with airplanes.

Now, we chose a path with the company which was one that in es-
sence eliminated early, you know, equity money coming into the com-
pany. The opportunity for financial resources was limited to begin
with, true for any small company. Because of the nature of the tech-
nology, where it was and the nature of the company the only real inter-
-est. in equity money would be coming from capital and companies who
had an interest in the technology, and we decided very early that we
didn't want that kind of money, because we didn’t want the influence.
We started a company as a result of experiences in industry, and we
thought we could do better, something more productive, and essentially
we had to follow an independent path, and it is very, very difficult.

The nature of cur problems, at least looking at Government support,
Government funding of composite technology, as I said, it has been
pretty widespread, the tendency has been for the major funding to go
to the companies who the Government feels will be utilizing the tech-
nology rather early, and that means that the technology is going to be
used on airplanes, then the heaviest funding will go to an airplane
company, but if it happens that the airplane company has an aggres-
sive interest in the technology and sees use for it in the future, they
will, ag they did in composites, start to build up in-house capability,
and what has happened through the years is that the major money that
has come down has stopped essentially at the prime contractor level.
Very little is trickled down into small companies, and even though,
you know, we have proven time and time again that we can build com-
posite structure of higher quality at lesser cost at better efliciency that
many of our, you know, large competitors the ability, you know, to
%}m{iﬁ: least a fair share in the funding that comes down is very, very

imited. : :

The ability to obtain financing, you know, lending money has also
been very limited again from the nature of the company. A small, high
technology company when it is young is a risky thing, and I myself
who professionally work within my company take risks, and they take
risks, not simply because they anticipate financial benefits. They take
risks because they get to work in a manner, they work on things in
a way in which they can believe in what they are doing. The fact that
rigsk 15 high means that financial resources are limited, and the higher
the risk appears the less there is availability for money.
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~- I suspect that one of these things that the Government might con-
sider a bit is:the whole idea of risk and whether or not because the
nature of high technology companies—Ilittle ones are risky, and it is
risk they are worried about, because the payofts can be very big for the
investment; and- I den’t: beheve there are many mechanisms really in
Govermnent funding in iwhich, you know; risk.can be-accepted in a
natural way, and it m1ght be a Whole issue tha,t ma,ybe somie. a,ttemtmn
should be put to. -
.- There really are a lot of thmgs I have to say I thmk T would: ra,ther
stop maybe right here..And let the other guys say something. -

The blogra,phlcal skeftch and prepared stabement of Mr. Petker
follows] L , DI




