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In supporting the inventov's claim thatghe agrecment should be enforeed, the Goviorn -
ment focuses primarily on why such contra Lual arviangements are cousisient with fgderal
competition and patent policies, As to thoseNpolicies, t‘qe brief for the United States ve-
affirius the theme [ would leave with you todayy

- The federal patent laws, 35 U. S, C. 101 ethseq. , encourage invention, fosterifull
disclosuve of useful discoveries, and ensure thabcommercial innovations arc available
to:the public., Kewanec Oil Co. v, Bicron Corp., &l5 U.S. 470, 480-481, 484, Federal
commpetition policy, as established principally in the'Sherman and Clayton Acts, 26 Stat.
209, 38 Stat. 730, as amended, 15 U, S.C. 1 et seq. \a\:‘;u seeks to encourage thd de-
velopment of, and competition in, new products, The pa ttent and anfitrust Iaws, taken
together, recognize that a limited period of monopoly will" both encourage discoverics
and enable inventors to coordinate the employment of resources in research and de-
velopment; but the employment of the pateat monopoly depends. on true inventivengss,
and in the main "the unrestrained interaction of competitive forees will yield the best
allocation of our economic resources, the lowest prices, the highest quality and the
greatest material progress.” Northern Pacific Ry. v. United States, 356 U.S. 1, 4.
[End Text] : ?
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GOVERNMENT REPORT NOTES MORE
INNOVATION IN SMALLER FIRMS R— ———

/,-’ Rt S _ ‘_____/_,—-—""’F-‘ :

At a time when leglslatlon has been proposed that would allow small businesses tc;"“\g\
obtain patent rights in technology developed with Government funds (see 396 PTCJ] A-1, D-1), ™~
he Administrator for Federal Procurement Policy has called attention to a Govemment IW

ich suggests that small firms are much more innovative than large firms.
/.

TestifyingSeptemtbet 25th before the House Small Business Subcommittee on Antltrust
Consumers and Employment, Lester A. Fettig, Administrator for Federal Procurement%Pollcy,

stressed that the Office of Federal Procurement Policy (an arm of the Office of Management

and Budget) is committed to Government utilization of small high-technology busmesses” In
listing actions reﬂectmg OFPP's commitment, Fettig stated that he has formally issued the:
"Rabinow: Report, " which contains recommendations for increasing small firm pal'tl.Cip&thH

in federal research and development work. Dated February 24, 1977, the report cites findings
by economist William K, Scheirer that small firms have a better record of innovation than large
firms. In spite of these findings, the report also notes that a "striking disparity appcars$ to
exist between the capabilities of small technology -based firms and the1r utilization by federal

rt

agencies.
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A summary of the rcport recently provided to the House subcommittee includes the
fo}lowmg statementS' :

[Text] Small firms have compiled a striking record of innovation in the private sector:

SA -6 (No. 399) ’_ NEWS & COMMENT (PTC])  10-12-78

Firms with less than 1,000 employees accounted for almost 1/2 of rna]m U.S. innova-

tions during 1953-73,

The ratio of innovations to sales is about 1/3 greater in firms with less than 1,000 em-

ployees than in firms of over 1,000 employees.

Firms of less than 1,000 employees have a ratio of innovations to R&D employment

which is approximately four times greater compared to firms with more than 1,000 em-

ployees.

The cost pexr R&D scientist or engineer is almost twice as great in firms of over 1, 000

émployees than in firms with Jess than 1, 000 employees. [End Text]

Copies of the Rabinow Report and the Scheirer study (OMB/OF PP/CA - 77/1) may be
obtained from the Office of Federal Procurement Policy, Office of Management and Budget,
Room 9001, 726 Jackson Place, Washmgton, D.C. 20503. Telephone: (202) 395 3455,
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FDA IR OPOSES ABOLITION OF
N-THE-PLANT" PRACTICE

. Resyponding to intense pressure from several meinbers of Congress, the Food and Drug
Administration has pr oposed amending its rules Lo abolish the practice of allowing hrand-name
drug manufacturers to represent generic drugs as their own by simply mamtamlng a "man-in-

the- plunt of azeneric manufacturer, \

Concern apout the high cost of drugs sparked several congressional inguiries which in

turnled to angry
and others did not ¢
they were irked by

A-14, 397 PTC] A-14,
FDA Cominissioker Donald Kenncdy, and Health, Xducation, and Welfade Secretary

‘eriunciations of the "man-in-the-plant” practice. Senator Nelson (D-Wis.
cem to feel thexe was any salety hazard resulting from thisipractice, but
¢ substantial mark-up in prices charged for DOﬂdS‘ produced by generic
manufacwrers but soyd uwider a brand name, Sce '45\4 _PFC] A-15, 392 PTC] A-20, 396 PTC]

)

Josepih Califsio, ,C“:ira'LLIy P tedged 1o cong 1essia'ml commitleces Ihat regulations dealing with
in

he "n (_xn in-the plant” prictice would be forthen ning, The proposals nuw issupd veliccet
Kenn w) 's conclusion that \l e [0 \'C] man- }l"'Lh‘le.;luﬂ_[ colicy is no longevr @ JpJ_‘r,)i"-r‘:st(,

Ay oa basis for ideniilying a Num as the movulociucer of 2 drag, " Nating that the miblic Mine

toad™ by the L,m,_t,.u ;-r\ oy, VDA savs a consumer Uis enticted to Rnow when a compa
vibuting a dveg or drug \ ciner it d et pnanufacore
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